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PREFACE

This report presents findings, conclusions and recommendations by
Lyell Ritchie, Demos Menegakis and K.M. Sakhawatullah for the Private
Enterprise Development Study (PEDS) of AID/Dhaka. The objective of
this study was to identify and assess opportunities for AID to
encourage and promote the private sector in Bangladesh as an effective
vehicle for development.

The report is based on information gathered in Bangladesh by the
study team in a six-week period during March and April, 1987.
The team conducted interviews with individuals from the private and
public sectors in Bangladesh, non-governmental organizations,
multinational organizations, international financial institutions,
donor country aid agencies, and United States Embassy and AID
staff. Interviews conducted in Bangladesh are listed in Appendix 10.

A draft of this report was submitted to AID/Dhaka on April 26,
1987 and discussed with AID/Dhaka staff on April 27, 1987. This draft
report was then revised by L. Ritchie and D. Menegakis in response to
comments made by AID/Dhaka, edited and printed at Arthur D. Little.

The consultants performed their work under contracts from
AID/Washington (Messrs. Ritchie and Menegakis), and AID/Dhaka (Mr.
Sakhawatullah). The services of Mr, Ritchie, an independent
consultant, were provided under a work order by the Center for
Privatization in connection with the Center's contract with AID,
numbered DPE-0008-C-00-5058-00. The services of Mr. Menegakis, a
senior professional staff member of Arthur D. Little, ware provided
under a work order to Arthur D. Little, Inc. by Coopers & Lybrand
(C&L) in connection with C&L's contract with AID, numbered
DPE-2028-C-00-5074, Mr. Sakhawatullah's services were procured
directly by AID/Dhaka under contract number 388 -0249-C-00-7035-00.
Mr. Sakwatullah is an independent consultant in Dhaka, Bangladesh.

The study team would like to express 1its appreciation of the
support and cooperation it received at AID in Dhaka. We are

particularly grateful for the help provided by thz secretarial staff
and the motor pool personnel.
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I. THE ROLES OF PRIVATE AND PUBLIC SECTORS IN BANGLADESH

Statistical information is unreliable in Bangladesh.
Nevertheless, there is sufficient information to roughly describe the
economy and the roles the private and public sectors play in it.

A. The Economy

Gross CTComestic Product (GDP) for Bangladesh for 1985/86 is
estimated by the World Bank at about $14 billion. Sector distribution
of the GLP is as follows:

Billion Percent

Agriculture 6.4 45.2
Industry 1.1 7.5
Construction 0.8 5.7
Energy 0.1 0.6
Services 5.8 41.4
-- Transport 1.1 7.8
--  Trade 1.4 10.0
-- Housing 1.1 7.9
-- Govt., Fin., Other 2.2 15.7

Real GDP growth (in percent) in the last five years (as estimated
by the World Bank) has been as follows:

1981/82 1982/83 1983/84 1984/85 1985/86

GDP Total 0.8 3.5 4.3 4.1 3.9
Agriculture 0.9 4.8 1.4 1.9 2.9
Industry 1.3 - 1.3 3.9 2.5 1.0
Construction 5.6 - 1.7 21.9 13.9 1.9
Energy 18.4 35.1 25.0 22.5 20.0
Services 0.4 3.5 6.3 6.3 5.6

Major output associated with these sectors, and issues are as
follows:

) Agriculture

-- Rice, wheat, jute, tea, tobacco, sugarcane, principal
crops

-- Bangladesh economy is dependent on agriculture, 45% of
GDP, 40% of exports, 80% of employment.

-- Weather biggest factor, expansion of irrigation
facilities and fertilizer inputs needed.
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-- Jute principal non-food crop; stagnant world market;
diversification needed.

--  Self sufficiency in food grains a government objective;
productivity improvement needed.

-- Little opportunity for future new employment
generation.

® Industry

-- Jute goods, textiles, food processing, principal
industries

-- Jute manufacturing dominant, 30% of value added in
industrial sector, 90% of jute production exported, 40%
of country's export receipts.

-- Poor management prevalent in all industrial activities;
lack of maintenance of capital equipment; overmanning
in large industry.

-- Few large industrial units, many small establishments.

-- Principal sector to provide future new employment

opportunities.
] Energy
-- Natural gas production increasing and reasonably
efficient.
-- Electricity production and distribution inefficient;

electricity losses very high, reflect poor maintenance
and particularly poor billing; steps are taken for
improved metering and collection.

-- Energy prices increasing to market prices; subsidies
slowly being removed.

° Construction
-- Indigenous engineering capability exists, in fact
excess engineering talent; air-conditioning capability
needed.

-- Under-capitalized; new equipment needed.

-- Corruption in contracts a way of life.

-- Can handle construction of large projects --
infrastructure, industry, residential.

-- Boom in 1983-85 period; new jobs a function of donor
projects and economic development.

] Services
--  All segments face management and productivity problems.
Total employment in Bangladesh on the basis of Bangladesh Bureau

of Census data is estimated to be on the order of 20 million
distributed as follows:
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Total Employment Public Private

(Million) Sector Sector
Agriculture 14+ 0 14+
Industry 1.5+ .25 1.25+
Construction 0.6 0 0.6
Energ; 0.025 0.025 0
Services
--Transport 0.5 .125 0.375
--Trade 1+ 0 1+
--Finance 0.3 .225 0.075
--Professional 1 0 1
--Government 1+ 1 1
Total 20+ 1.6 18.4+

There is rampant unemployment reported in the range of 20-40%.
Considering apparent underemployment and under-reporting, a figure of
50% wunemployment on a full-time-base equivalent would not be
surprising.

The private sector covers 90% of employment, but somewhat less
than 90% of the gross domestic product. The agriculture sector (all
private) while it covers 70% of all employment, provides only 45% of
the GDP. The industrial sector covers 7% of employment and 8% of the
GDP; the private sector contributes roughly half the GDP contributed
by industry.

Agriculture -- Total employment in the agricultural sector is
about 14 million. Agriculture is completely in the private sector.
However, there are no foreseeable employment opportunities in
agriculture.

° There are some 10 million farms, 25% less than half an acre
In size. Average size is less than 2.5 acres.

° Small farm operators are poor, with little access to
Institutional credit, fertilizer, high yielding wvariety
seeds and irrigation. Farms are fragmented, have poor

equipment, poor power, and poor techniques.

° Government and donor policies are to provide better water
control, guaranteed producers prices and markets, supplies
of agricultural inputs (fertilizer) and credits. Increasing
productivity will reduce employment opportunities in
agriculture and will put pressure to create non-agricultural
employment opportunities in rural areas.

Industry -- Total employment in the industrial sector is on the
order of 1.5 million:

° Public Sector:

-- 250 units, 250,000 employment.
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e Private sector:

-- Large scale -- 2,500 units, 100,000 employment.
-- Small scale -- 25,000 units, 400,000 employment,
--  Cottage -- 250,000 units, 750,000 employment.

The industrial sector is considered the premier sector for
employment generation in the immediate future, almost all of it in the
private sector.

Construction -- This sector employs about 0.6 - 0.8 million
people, all in the private sector.

Energy -- This sector employs about 25,000 pecple, all in the
public sector.

Services -- Iransport - This sector employs about 500,000 people,
roughly 75% in the private sector and 25% in the ptblic sector.
Railway and air transport is 100% public sector. Road and water
transport is 85% private sector, 15% public sector.

Trade -- This sector employs about 1 million people almost all in
the private sector. There is some public sector participation in
hotels, tourism and import trade. The Tourism Corporation operates
some hotels -- some under direct public sector management, others
under management contract to the private sector. Some handicraft
shops are also operated under public sector cottage industry
enterprises. The Banglacdesh Trading Corporation (Public Sector)
erzages in international trade.

Finance -- This sector employs about 300,000 to 400,000 people
roughly, 75% in the private sector and 25% in the public sector.

Professional Services -- Employment is estimated at 1.5 - 2.0
million people, all in the private sector.

Public Administration -- employment is estimated at over one
million, all in the public sector.

B. The Public Sector

The public sector in Bangladesh comprises the central government,
15 financial public enterprises, 35 non-financial public enterprises
and about 4,500 administrative units.

. Central government consists of:
- The presidency and ministries.

- Autonomous agencies in education, health, research.
- Railway and communications (post, telegraph, telephone)
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. Financial public enterprises consists of:

-- Nationalized commercial banks -- Sonali, Janata,
Agrani, Rupali,
-- Specialized Banks (DFI's) -- Shilpa, Shilpa Rin

Sangstha (Industry), Krishi (Agriculture).

--  Cooperative institutions -- Jatiya Samabaya Bank, Rural
Development Board.

-- Non-Bank Financial Institutions -- House Building
Finance Corporation, I .vestment Corporation of
Bangladesh, Grameen Bank, National Credit Limited,
Bangladesh Commerce and Investment Company, National
Investment and Finance Company.

° Non financial public enterprises

Established before as well as after independence, lost some of
their importance in recent years with gradual change in official
policy, but still play a dominant role in industrial, transport and
energy sectors.

Public enterprises are defined as sector corporations under each
of which there could be several units or enterprises. For example,
there are 38 enterprises under the Bangladesh Jute Mills Corporation,
and there are five companies under the Bangladesh 0il, Gas and Mineral
Corporation.

During the seventies public enterprises underwent major changes,
but their role was significantly curtailed since May 1982. Out of a
total 155 units, 13 were closed, 30 were consolidated into 12, and 21
were reorganized to improve their efficiency. Moreover, several units
were transferred to the private sector or disinvested.

Ten major public enterprises play the leading role in the
economy. They are:

° Manufacturing Sector
-- Textile Mills Corporation (BTMC)
-- Steel and Engineering Corporation (BSEC)
-- Sugar ard Food Industries Corporation (BSFIC)
-- Chemical Industries Corporation (BCIC)
-- Jute Mills Corporation (BJMC)

] Energy Sector

-- Power Development Board (BPDB)
-- 0il, Gas and Mineral Corporation (BOGMC)
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] Transportation Sector

-- Shipping Corporation (BSC)
-- Biman Corporation (BBC)

) Trade
- Petroleum Corporation (BPC).

These ten corporations account for about 80-85 percent of the
total revenues of public sector enterprises and 80-85 percent of the
total assets.

The five corporations in the manufacturing sector account for
about 40-45 percent of total industrial production as well as 40-45
percent of total industrial employment. BJMC, the largest
manufscturing enterprise, employs more than 50% of all public
industrial workers and accounts for 20% of total value added of the
industrial sector. BTMC accounts for 10% of the total industrial
domestic production.

BOGMC  controls exploration, development, production and
distribution of domestic natural gas, and exploration of domestic oil.
BFC controls exploration of crude and refined oil products, and
distribution and retailing of petroleum products.

BPDB general and transmits electricity.

BBC operates international air routes and scheduled domestic
passenger service. BSC carries about 20 percent of Bangladesh foreign
maritime trade.

C. The Private Sector

The private sector in Bangladesh dominates agriculture,
construction, commerce (trade and services) and Industry. As
indicated above, agriculture is highly diffused, in the hands of many
small farm holders. In industry, services and trade operating units
are generally small, firms (orly a few) with more than 250 employees

are considered "large." There is a vast small scale sector consisting
of "shops" employing 1-5 people, and a vast informal sector consisting
of ‘"roadside" entrepreneurs, hand loom operators and other

self-employed people. The boundaries of small scale, cottage and
informal sectors are not well defined.

The Federation of Bangladesh Chambers of Commerce and Industry
(FBCCI) represents the collective interests of broad trade and
industry in the country. It considers itself as "the national
representative forum of the private sector" and lists "development of
a strong private sector" as its objective. The primary function of
the FBCCI is to represent private sector views to the government
consultative committees. The FBCCI has membership of 130 industry,
trade, service and regional business organizations. The list of FBCCI
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member organizations below gives an idea on the breath of the private
sector (excluding agriculture) in Bangladesh:

[ Manufacturers and Industry Associations -- manufacturers of
batteries, aluminum, drugs, bricks, electrical appliances,
electronics, furniture, garments, handicrafts, paint, shoes,
soap, leather, textiles, bakery and confectioneries,
tobacco, hosiery; the tea, cold storage, engineering, frozen
foods, fruits and vegetables, handlooms, jute, printing,
fishing, and publishing industries; ship breakers and ship
builders.

° Trade Associations -- travel, manpower and indenting agents,
machinery and hardware merchants, jute goods merchants,
hotel and restaurant owners, chemists and druggists, records
dealers, studio owners, motion picture exhibitors and
exporters,

. Transportation Associations -- bus and truck owners, water
transport owners.

) Chambers of Commerce -- Agrabad, Chittagong, Dhaka, Dhaka
Metropolitan, Bangladesh, and others.

D. Non-Government Organizations (NGO's)

NGO's are development assistance sexrvice organizations
implementing family planning, rural development, literacy, nutrition
and health programs. NGO's started in the early seventies
implementing international relief programs (CARE, CARITAS, etc), but
since then have mushroomed to some 300 organizations employing more
than 10,000 people and are involved in various community development,
manufacturing, health care and private sector development activities.
NGO's can be classified by origin as:

] International (CARE, CARITAS, SCF, CONCERN, OXFAM, Asia
Foundation, etc.)

° National (BRAC, Rangpur-Dinajpur Rural Service, etc.)

° Local (Proshika - Comillé, and others)

NGO's obtain funds from their parent organizations --
international fund raising, Bangladesh Government, and donor agencies
(USAID, SIDA, NORAD, etc.). They all implement "projects® which have

some "productive" output. For example:

[ CARE administers the cost accounting of the USAID Food For
Work program.
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. Social Marketing Project (SMP) administers USAID's
contraceptives marketing program.

. MIDAS administers credit and manufacturing activities under
USAID's enterprise development project.

. Asia Foundation administers a publications program.
° BRAC administers cottage industry projects.
. Many NGO's provide family planning and health services.

. Some NGO's provide technology services (e.g. appropriate
technology center for agricultural implements in Comilla).

International NGO's tend to be well organized and provide
efficient services. Some Bangladeshi NGO's are well organized and
also provide efficient service (e.g. BRAC). These would tend to be
under the guidance of charismatic lesaders. The rest of NGO's appear
to be similar to government organizations, providing "cushy"
employment and lacking managerial capability.

Donors are becoming selective in NGO projects they fund, and seek
to fund projects with clear innovation and demonstration values.

E. Policy Environment

Since 1982 Bangladesh has been increasingly instituting policies
to facilitate the role of the private sector in the country's economic
development.

° In agriculture, key policy improvements have been the
emphasis on the private sector in the distribution of inputs
(fertilizer and irrigation equipment) and removal of
subsidies in these inputs.

° In industry, large-scale denationalization of public
enterprises has been initiated, import policies have been
liberalized by significantly broadening the scope of a
relatively free secondary foreign exchange market,
investment sanctioning and centrol procedures have been
relaxed, export promotion policies have been improved
through exchange rate policies and export incentives, a duty
drawback system and bonded warehouses have been established,
and access to export financing has been improved. A
description of the privatization efforts in Bangladesh is
included in Appendix 1.

The above policies caused a rise in private investment in import

substitution and export-based activities, the most being ready made
garments. A poorly managed credit system in the last few years caused
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overdue debts in agriculture of $600 million, and $250 million in
industry. A *"default crisis" has ensued whereby the development
finance institutions (DFI's) are endeavoring to recover outstanding
loans. Defaulters tend to be the wealthier borrowers. Small loans to
the less well off have had the highest recovery rates,

The Government is embroiled in this crisis. It espouses the
policy that "the outstanding amounts will be recovered and the
defaulters will be punished" but implementation of this policy appears
difficult and slow. )
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II. GOVERNMENT AND DONOR PROGRAMS

Both the Bangladesh Government and donor agencies have
significant programs to facilitate development of the private sector
both for large scale and small scale enterprises.

A. Bangiadesh Government

The Industrial Policy of 1986 announced for the Third Five Year
Plan Period (1985-90) is the principal government instrument that will
affect private sector development in Bangladesh in the near future.
Under this policy, indicative investment schedules have been published
to guide private sector investment.

These schedules do not provide any guidance for capital outlays,
but indicate potential capacity to be developed (if any) in all
industrial subsectors. The pclicy emphasizes rural industrialization
by the development of small and cottage industries. Briefly the policy
is as follows:

] A "Reserve List" specifies currently seven sectors (defense,
electricity, forestry, telecommunications, air transport,
atomic energy and currency printing) for public sector
investment only.

. All other sectors are open to private sector investment.
° A "Discouraged list" specifies currently elewen subsectors
(automatic rice mills, cigarettes, cold storage,

distilleries, edible oil, jute yarn, sugar mills, jute
carpets, wooden tea chests, tanneries, and safety matches)

where investment is possible but discouraged. Special
considerations will govern new investment in these
subsectors.

° There are two "Investment Schedules":

-- Large and medium industries; and
-=  Small and Cottage industries, itself consisting of two
schedules for:

- Small industry, and
- Cottage industry.

These schedules identify "projects" in industrial cate ories
y "proj} g

(similar to the U.S. Standard Industrial Classification --
SIC categories) and list capacity installed, capacity

10
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underway, indicative capacity required, and possible
pireconditions for project development (such as for axport
market only, or for remote rural area only, or for specific
appiication as over-cazpacity mzy exist, and so on.)

[ Foreign investment is encouraged, particularly in: export
oriented industries, industries in the EPZ, industries
providing high technology products, undertakings in which
use of natural resources can be made, and existing public
sector enterprises for increasing productivity or improving
quality of products.

The 1industrial policy and the schedules are included in
Appendix 2.

Other instruments to encourage and support private sector
development are:

° Fiscal incentives -- incentives such as tax holidays, import
duty rate reductions for machinery and raw materials,
exemptions from certain taxes, are offered for establishing
industrial activities. A description of fiscal incentives
is included in Appendix 3.

° Creation of Export Processing Zones -- The Export Processing
Zone Authorities (BEPZA) operates the Chittagong Export
Processing Zone (CEPZ) and is planning a new zone in Dhaka
to facilitate establishment of export oriented activities.
A description of the functions of the BEPZA is included in
Appendix 4.

[ Support of training institutions: .

--  BITAC, the Bangladesh Industrial Technical Assistance
Centre, provides vocational and technical training fou
engineering industries.

-- BMDC, the Bangladesh Management Development Centre,
provides training for supervisory and management level
staff.

-- IBA, the Institute of Business Administration, provides
MBA level and post-graduate professional training.

B. Donors

Since the creation of Bangladesh, foreign donors have committed
some $20 billion for assistance of which some $14 billion have been
disbrrsed. Annual commitments from 1971/72 through 1985/86 averaged
$1 3 billion. Disbursements averaged $1.0 billion annually. As of
the end of 1985/86 there were some $5 billion committed but
undisbursed funds in the "pipeline". The ability by Bangladesh to
absorb aid commitments is questionable. Yet, the 1986/87 commitment

11 .
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was $1.85 billion and the 1986/87 commitment by donors is $1.95
billion. Donors are classified as bilateral (USA, Japan, etc.),
multilateral (IDA, UN, EC, ADB, other international financial
institutions), and other sources (e.g. suppliers credit). USA, Japan,
Canada, IDA and the UN have been the major donors to Bangladesh.
Recently, IDA and ADB have been increasing their aid dramatically,
wvhile U.S. aid is declining.

Aid to Bangladesh is categorized in three classes:

. Food aid -- supplies of basic foodstuffs to meet demand
without excessive price increases. U.S., Canada, Australia
and the UN are the major donors in this category. Food aid
reflects basically relief programs against famine and
malnutrition. For the U.S., food aid reflects PL-480
contributions. Food aid 1is not normally conducive to
private sector development activities. However, food aid
has been used for the development of projects which lend
themselves to private sector activities. For example, Food
For Work projects help to improve rural infrastructure,
which in turn may stimulate higher crop production and other
economic activities.

] Commodity aid -- provides foreign exchange for imports of
capital equipment, and raw materials for the public as well
as the private sectors. Commodity aid finances foreign

purchases of key imports (e.g. fertilizer, raw materials,
semi-manufactured goods and spare parts for industry, and
petroleum) to agriculture and the rest of the economy. It
permits the running of the economy and facilitates private
sector development by maintaining and creating employment.
The private sector is -theoretically entitled to foreign
exchange made available through commodity aid at the
official rate for BMRE purchases, but rarely has access to
this line as the public sector exhausts all donor provided
foreign exchange. The private sector finances foreign
exchange requirements through the WES. All donors except
socialist and OPEC countries provide significant commodity
ald to Bangladesh. Commodity aid is the dominant part of
aid provided by Japan, Germany, Netherlands, Scandinavia and
the EC. Commodity aid is used by private donors such as
USA, and IDA as policy leverage to influence Bangladesh
policies to support private sector development and allow
development of a market economy.

° Project aid -- reflects aid for specific activities such as
family planning programs, infrastructure projects, research
projects, institution building projects, and specific
technical assistance. Project aid is provided to both
public and vrivate sectors. Large project aid donors
relative to their total aid to Bangladesh are USA, UK,
France, Denmark, Socialist and OPEC countries, IDA and the
ADB.

12
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Another categorization of aid is by source of funds: grant-aid,
and loans. Of the total aid disbursed to Bangiadesh through FY 1984,
48% was grant-aid and 52% was loans. Major donors of grant aid are
USA, Canada, UK, OPEC, the UN and EC. Major loan-aid donors are
Japan, Germany,France, socialist countries, IDA and ADB.

Tables in Appendix 5 show the distribution of aid to Bangladesh
by donor, class, and source of funding. Salient points of aid by
major donors are described below.

1. World Bank (IDA)

-- Total aid to Bangladesh approximately $2.1 billion.
All aid under loans.

-- Average aid about $150 million per year; 1985/86 nearly
$300 million, indicating substantial increasing aid in
recent years,

-- Most recent disbursements -- commodity aid one third,
project aid two thirds, no food aid; provided 20% of
total commodity aid, 27% of project aid received by
Bangladesh.

-- Uses commodity aid leverage to influence policy: no
subsidies on agricultural inputs, market prices on
energy, efficiency improvement in public sector
enterprises, privatization, creation of policy
environment to support private sector.

-- Influenced development of 1liberal industrial policy,
pleased with results, seeks to influence improvement of
implementation of free enterprise policy.

-- Discussed with Bangladesh Government in January 1987
structural adjustment framework for continued IDA aid.
Structurxal adjustment policies and strategies to effect
them as required by IDA are included in Appendix 6.

-- Caught in the default crisis of the DFI's, now pressing
hard for reconvey of loans by DFI's and punishment of
defaulters; will not provide new industrial credit
through DFI's; seeks improvements of management and
information capabilities of financial sector (Dri's,
and domestic banks).

-- WB new strategy is to work (i.e. provide project loans)
through the private sector; but will not do it unless
the financial system (now 1in disarray) gets
strengthened.

-- Major emphasis on infrastructure projects -- roads,
bridges, power and energy (one third of project funds);
irrigation and agriculture also important (one third),
industry least emphasis (one fifth of funding); almost
all lending by IDA went to public sector projects.

13
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-- Aid not "poverty" oriented. Criteria for project
funding are economic return of project, not social
benefits. Its rural development project is intended to
help poor people by creating opportunities for improved
productivity and income.

-- See Appendix 7 for listing of IDA Bangladesh projects.

2. Asian Development Bank (ADB)

-- Total aid to Bangladesh approximately $600 million.
All aid under loans.

-- Average aid about $40 million per year; 1985/86 nearly
$180 million, indicating substantial aid in last few
years.

== Most recent disbursements -- project aid three
quarters, commodity aid one quarter, no food aid;
provided 8% of total commodity aid, 16% of total
project aid received by Bangladesh.

-- Major domor in last few years, severely impacted by
default crisis, in fact stopped disbursements until
DFI's reform themselves; made precondition that
Bangladesh Government accept technical assistance on
financial system implementation and management
improvements before opening new financial windows.

-- Major emphasis on infrastructure projects (irrigation,
energy, railways), but principal funding agency for
industry -- both public and private through the DFI's;
major agency in the default crisis.

-- Ald not "poverty" oriented, but less hard-nosed than
IDA, tends to consider some social factors, e.g. women
participation, environmental impact, and energy

. conservation more than IDA.

--  Currently considering financing directly to the private
sector industrial projects in the areas of
agro-industries, textiles, consumer goods and tourism
in projects, ranging from $6 to $15 million.

-- See Appendix 8 for listing of ADB Bangladesh projects.

3. United Nations

-- Total aid to Bangladesh approximately $850 million.
All aid grant aid.

=- Average aid about $60 million annually; 1985/86 over
$70 million, indicating increased aid in 1last few
years.

-- Most recent disbursements -- food aid two-thirds of
total, project aid one-third; provided about one-half
of total project aid received by Bangladesh, and about
one quarter of food aid.

14
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-- UN provides much technical assistance, all to the
public sector but some is implemented through private
sector agencies; BSCIC is supported through technical
assistance and credit for capital development --
project considered satisfactory; an ILO project
provides technical assistance for small scale industry
-- this also is perceived successful; another project
implemented through the Bangladesh Employers
Association on management is considered a failure.

-- A new project will provide overseas training for people
in the Stock Exchange, ICB and the Ministry of Finance
Office of the Controller of Capital Issues.

-- A UNIDO technical assistance project provides
investment assistance to Ministry of Industry --
organized recent investors forum, considered a major
success.

-- There are many technical assistance and training
programs offering assistance to institutions for
vocational and management training (BITAC, BMDG, BSCIC,
and other).

.- See Appendix 9 for listing of UN Bangladesh projects.

4, Japan

-~ Total aid to Bangladesh approximately $§ 1.5 billion;
about one quarter grant-aid, three quarters loans.

== Average aid about $ 100 million per year; 1985/86 about
$ 150 million, indicating increasing aid.

-- Most recent disbursements -- commodity -aid about two
thirds, food aid one tenth, project aid one quarter;
provided 5% of total fcod aid, 22% of commodity aid,
and 6% project aid received by Bangladesh,

-- Grant aid and technical assistance have been extended
mainly in agriculture and health; loans primarily for
telecommunications and roads.

-- JETRO has resident advisors in Dhaka, provides
networking for Bangladesh businessmen to Japan on
technology and credit.

-- JICA (Japan International Cooperation Agency) provides
technical assistance, latest project Meghna Bridge.

-- Disillusioned with Bangladesh government processing of
commodity aid, and its inability to process
disbursements and trace their disposition.

5. Germany

-- Total aid to Bangladesh approximately $ 650 million;
about equal in grants and loans.

-- Average annual aid about $45 million, 1985/86 over $55
million; provided 3.5% of total aid to Bangladesh, 4%
in 85-86.

15

/A Arthur D. Little, Inc.



-- Most recent disbursements -- commodity aid about one
half, project aid about two fifths, food aid about one
tenth; provided 2% of total food aid, 5% of total
commodity aid, 3% of total project aid received by
Bangladesh.

-- Reducing training assistance - popular up to a few
years apgo, sensed antipathy of Bangladesh Government to
technical assistance.

-- Disenchanted with aid implementation, bureaucracy,
Government attitudes, seeks to be a good world citizen
but  has no illusions about effectiveness and
accountability of aid to Bangladesh.

-- Concentrated project aid on infrastructure --
electricity, telecommunications, railways, gas. Also
family planning (contraceptive distribution); has
financed public sector enterprise (paper mill, cable)
but backed out of them. Considering financing LPG
plant directly for private sector in collaboraticn with
ADB; 50% of commodity aid goes to private sector.

6. United Kingdom

-- Total aid to Bangladesh about $600 million; seven
' eighths in grant aid, one eighth in loans.

-- Average annual aid approximately $40 million; in 85/86
nearly $35 million; Bangladesh aid second largest of
British bilateral aid (after Kenya); provided 4% of
total aid to Bangladesh, but about 2.5% in 1985/86,

proportionately decreasing aid contributor to
Bangladesh.
-- Most recent disbursements -- project aid about half,

commodity aid about a third, food aid a little over one
fifth; provided about 3% of commodity and project aid,
only 1% of food aid received by Bangladesh.

-- Project aid primarily electricity and gas support,

-- British aid supportive of private sector development
and increasing employment outside agriculture;
considering financing with Commonwealth Development
Fund three private sector projects -- a urea plant, a
cold rolling mill, a steel furnace project, $25 million
investment. 40% of commodity aid goes to private
sector.

-- Provides technical assistance and training support
(British Volunteer Service Overseas service in
Bangladesh, training of Bangladeshis in British
institutions).

7. Canada

-- Total aid to Bangladesh approximately $1 billion,
almost all in grants,
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-- Av:rage annual aid about $65 million, 1985/86, $87
million; Bangladesh 1is the largest recipient of
Canadian bilateral aid; provided 7% of total aid to
Bangladesh, 6% in 1985/86.

-- Most recent disbursements -- food aid about 45¢%,
commodity aid one third, project aid one fifth;
provided 15% of total food aid, 7% of commodity aid and
3% of project aid received by Bangladesh.

-- Food aid 1s for Food For Work type program, tied to
rural road maintenance program, implemented by CARE;
commodity aid is for fertilizers and industrial raw
materials (pulp and metals); this aid goes to private
sector; project aid mainly for irrigation, railways,
natural gas.

-- Part of the five "like minded" donors -- Netherlands,
Scandinavia and Canada, seeks to channel aid to the
"assetless", "the poor", and concentrate aid on rural

and small sczle industries; seeks to reach aid
recipients directly, not through Government: supportive
of MIDAS.

8. Netherlands

-- Total aid to Bangladesh about $450 million; four fifths
in grant aid, one fifth in loans.

-- Average annual aid about $30 million, in 1985/86 nearly
$40 million; provided slightly over 3% of total aid to
Bangladesh, but less than 3% in 1985/86.

-- Most recent disbursements -- commodity aid a little
less than two thirds, project aid almost a third, food
aid about one fifth; provided about 8% of total
commodity aid,2.5% of total project aid, a little over
1% of total food aid received by Bangladesh.

-- Commodity aid to support agriculture through deliveries
of fertilizers, and to support handloom weavers through
deliveries of raw cotton; project aid emphasizes small
scale irrigation, dams, land reclaiming, natural gas
projects.

.- Part of "like minded" group, seeks to reach the poorest
population groups.

-- Currently funding IBA project to develop curriculum for
private sector and entrepreneurial development.

9. Scandinavia - Sweden, Norway. Denmark

-- Total aid to Bangladesh about $650 million; nine tenths
in grant aid, one tenth in loans.

-- Average annual aid approximately $45 million, $55
million in 1985/86; provided almost five tenths of
total aid to Bangladesh, but four tenths in 1985/8¢.
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-- Most recent disbursements -- about omne half in
commodities aid, nearly two fifths in project aid, and
one tiiirtieth in food aid; provided a little of 6% of
total commodity aid, a little under 3% of project aid,
and a little over one half of one percent of focd aid
received by Bangladesh.

-- Commodity aid mostly fertilizers, ore, metals, pulp;
project aid in rural projects, water transport, family
planning and health.

-- Part of "like-minded" group, seeks to reach the “grass
roots" poor; shifting from commodity aid to target
oriented project aid. Very supportive of rural and
small scale industry projects, supportive of MIDAS,
Grameen, and BSCIC regional projects.

10. Other DAC (France, Belgium, Switzerland., Italv. Finland,

Australia, New Zealand)

-- Total aid to Bangladesh about $550 million; two thirds
in grant aid, one third in loans.

-- Average annual aid almost $40 million, but $33 million

in 1985/86, indicating decreasing aid; provided about
four tenths of total aid to Bangladesh, but only over
two-tenths in 1985/86.
Most recent disbursements -- About 70% in project aid,
over 20% in food aid, less than 10% in commodity aid;
provided nearly five percent of project aid, over four
percent of food aid, less than one percent of commodity
aid received by Bangladesh.

11. Socialist__ Countries _ (Soviet Union. Hungary. Bulgaria,
Poland, Rumania, Czechoslovakia, China)

-- Total aid to Bangladesh nearly $500 million; nine
tenths loans, one tenth grant aid.

-- Average annual aid about $35 million, a little less
than §35 million in 1985/86; provided about one
thirtieth of total aid to Bangladesh, about one
fortieth in 1985/86.

--  Most recent disbursements -- wnearly 95% in project aid,
over 5% in food aid, none in commodity aid; provided
about 5% of project aid, about 1% of food aid, none of
commodity aid received by Bangladesh.

-- Unlikely source for private sector development support.

12, OPEC (Bilateral Saudi Arabia, Kuwait. UAE. Iran, JTraq,
Libya)

-- Total aid to Bangladesh about $850 million; average
annual aid about $60 million, over $65 million in
1985/86; provided about 6% of total aid to Bangladesh,
less than 5% of total and in 1985/86.
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--  Most recent disbursements -- nearly 85% project aid,
almost 15% food aid, about 2% commodity aid; provided
about 7% of project aid, half of that level food aid,
two tenths of one percent commodity aid received by
Bangladesh.

-- More recent source of aid to Bangladesh; increasing
funding and influence; potential source for private
sector development support.
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IITI. FINANCIAL INSTITUTIONS AND MARKETS

A. The DFI's

1. The Bangladesh Shilpa Rin Sangstha (BSRS)

The 1984 Price Waterhouse study recommendations concerning
BSRS would in the main appear to have been accepted and be wunder
implementation. These recommendations were that:

[ BSRS not again become a source of industrial development
financing, but rather act as a collection agent for
outstanding portfolio indebtedness; and that

. BSRS and the Investment Advisory Centre of Bangladesh
(IACB) be merged with the objective of developing a
'mational consulting house'.,

From discussions with local representatives of the World Bank and
ADB, there appears to be no sentiment towards reactivating BSRS as a
lending institution. BSRS also appears more reluctant (and has less
leverage) than its sister DFI (BSB) to take serious action against its
portfolio defaulters: recoveries during the first nine months of the
fiscal year ending June 30, 1987 were barely more than one third of the
target levels set in conjunction with the World Bank and ADB.

The merger with IACB has taken place, but is compounding BSRS's
internal problems, TIACB was established as the Dhaka branzh of an
AID-sponsored Pakistan investment promotion institution created in the
1960's. After independence, the newly-named IACB lived a hand-to-mouth
existence in the Government's annual development budget, primarily doing
feasibility studies for public sector corporations and a modest amount
of perfunctory investment promotion.

Suggested AID Role:

None. BSRS's bloated bureaucracy will (or should) be fully
preoccupied reaching 1its targeted 40% recovery of existing

portfolio indebtedness. The addition of TIACB's small but
mediocre professional staff will not build a base on which to
build a meaningful consultancy capability, mnow or in the

foreseeable future.

2. Bangladesh Shilpa Bank (BSB)

Major lenders, particularly the World Bank and ADB, have been
working closely with the BSB to put some semblance of order into its
operating and financial procedures. For the fiscal year ended June 30,
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1986, BSB wrote off Tk.200 million (over $6 million) in bad and

doubtful debts against its profit and loss statement (interest income

has always been booked on a accrual basis -- and incentive Lonuses paid
accordingly). A further Tk.475 million (nearly $15 million) of bad

debts were written off and recapitalized as equity, and provision made

for Tk.600 million (over $18 million) of doubtful or bad debts to be

written off in fiscal 1987.

At the end of fiscal 1986, BSB had 957 projects (222 sponsorcd by
BSCIC) on its books. At the end of the third quarter of fiscal 1987,
the number of projects still stood at 932, and of these only some
150-160 were current. These numbers, however, mask significant
achievements. BSB is suing some 400 borrowers, and obtained legal
authority whereby it can have defaulters jailed, can block credits (by
refusing to issue a "no objection" notice) from any other financial
institutions, and under Section 234 of its charter (which BSB states
could not be employed during the martial law period) can take physical
possession of projects.

BSB management states that their key needs now are:

) Staff Development: to that end BSB has over the past 18
months recruited some 80 junior professionals and with the
help of UNDP, IDA et al it is developing overseas post
graduate degree programs.

° Operational Efficiency: with the assistance of UNDP and

UNIDO, BSB 1is acquiring the hardware to computerize its
accounting systems.

° Legislative Revisions: BSB is seeking (and states that the
Bangladesh Government has accepted), changes in law (for

example, to allow for the equivalent of U.S. Chapter 11
bankruptcies) and in its own charter (to broaden its equity
base, to permit greater autonomy).

BSB further says that currently no more than 20% of its borrowers
are in difficulties, and that for the most part even there the problems
(foreign exchange fluctuations, changing market conditions, BSB's
accounting system) are not of their own making. This is not the
perception in other quarters - and particularly where it matters most,
the World Bank and ADB.

At present a technical assistance agreement is being
negotiated (final terms of reference have not yet been agreed)
to be financed by UNDP with ADB as the executing agency whereby
consultants would be hired to upgrade BSB personnel 1in areas
such as management accounting, MIS, personnel management and to

improve  subborrower management. The opening of new credit

lines to BSB would be contingent not only on the implementation

of this agreement but more importantly, on significant
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improvement in operating results stemming therefrom. The ADB,
in fact, has not ruled out utilization of the commercial banks
as an alternative vehicle for channeling industrial financing
to the private sector.

Suggested AID Role:

None. While the U.S. Government is sometimes accused 1in
Bangladesh of being the Machiavelli behind the World Bank's and ADB's
emphasis on private sector mechanisms, the USAID Mission is fortunate
In not being directly identified with the DFI debacle (and the
resultant creation of 200-300 conspicuous - consumption families/
groups). The World Bank and ADB are capable of pulling their own
chestnuts out of the fire. -

3. DFI Privatization

The Bangladesh Government currently plans to incresse BSB's
authorized capital from Tk.l billion ($30 million) to Tk.2 billion
($61 million), and to offer 49% of the total to private investors,
including foreign institutions. BSB management takes the somewhat
ambivalent stance that while they can do without World Bank and ADB
credit lines (citing China and Japan as alternative sources) ., they
would like to see IFC and ADB as equity investors.

Suggested Aid Role:

None. Quite apart from the dilution (proceeds would go to the
Government mnot BSB) of an already dubious asset base, potential
institutional investors are likely to be concerned inter alia about (a)
having less than a controlling interest (b) Bangladesh Government
dominance of the Board of Directors (c) implementation of proposals for
greater management autonomy, and (d) the potential emergence of BSB
defaulters as BSB shareholders.

B. Investment Corporation of Bangladesh (ICB)

The ICB somehow remains a generally unknown entity although it was
designed to play a critical role in industrial development in general
and for the investing public in particular. Its Pakistani predecessor
was established in 1966 to develop (with subsequent AID assistance) the
capital market, mobilize savings, begin risk financing and
underwritings. Revenues were to come, on the supply side, from
bridging loans and, on the demand side, from opening margin accounts
with overseas brokerage firms.

ICB was reactivated in 1976 (from 1971 to 1975 it was "a
nonexistant part" of BSRS) with essentially the same mandate:
underwrite share issues and provide bridge financing, purchase
corporate debentures/banks, merchandise equities (by maintaining
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Investors' accounts, float and manage mutual funds, purchase and
resale of government-owned shares), participate in joint ventures and
provide investment counsel to issuers and investors.

Between 1980 and 1986 ICB floated four mutual Ffunds and a
unit fund. As of June 30, 1986 the Corporation had sanctioned
some 292 projects representing a commitment of Tk.89 million (about $3
million) of its own funds and Tk.63 million (about $2 million) from its
consortium (nationalized banks, financial and insurance companies). Of -
the 292, at least 90% werc BSB/BSRS projects refercred to ICB for bridge
financing (a procedure whereby ICB may provide as much as 50% of the
project equity in the form of a term loan until such times as the
enterprise is sufficiently viable that it is in ICB's interest to
convert the loan into shares).

ICB's 1986 annual report states that nearly 80% of the projects it
has financed are in commercial operation - which would suggest, rightly
or wrongly, that its record is significantly better than the DFIs, or
that ICB has been fairly selective in choosing which DFI projects to
participate in. However, as of the same date ~he total overdues on
principal alone was over 60%. ICB management admits that no more than
108 of its portfolio companies submit financial reports on a timely
basis and, further, that establishing an "adequate" monitoring system
would bankrupt ICB.

Within its limited powers and resources, ICB is taking some steps
to improve project monitoring. Perhaps the most important of these is
a revision whereby ICB personnel will act as the borrowers' company
secretaries. This will not only give ICB first hand knowledge of
actions and decisions taken at the Board of Directors level but will
also make the companies' chief financial officers accountable, in
effect, directly to ICB.

Suggested AID Role:

ICB has in the 'past been the principal source of new issucs by
private enterprises for private investors. Its portfolio companies
may comprise the major source of equity offerings in the future.
Other than possible UNDP management assistance (referred to above) for
BSB subborrowers that may also be in ICB's portfolio, there does not
appear to be any significant source of external assistance available
to ICB or its debtors.

In view of the foregoing it would seem desirable that, over
the short term, AID become better acquainted with ICB operations and
objectives - particularly those that may affect or influence the
direction sf the Dhaka Stock Exchange. But, for the present, there
should be no suggestion of AID's providing any sort of assistance (the
private sector is full of tales regarding the payoffs needed for ICB
staff to process even the most routine paper work).
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Over the longer term, there may be opportunities to reach
and assist ICB portfolio companies which are meeting the point
at which their shares are publicly marketable. This could be
done  through existing AID privatization mechanisms, third
parties such as IESC, a pilot program designed specifically for
such companies or a combination thereof. '

C. Dhaka Stock Exchange (DSE)

The origins of the DSE date back more than 30 years (to the time
when the Calcutta Stock Exchange prohibited trading in Pakistani
securities). Just prior to independence the exchange was relatively
active; 190 companies were listed and average daily volume was some
20,000 shares. Trading activities were resumed in 1976, at which time
there were nine listed companies. By 1984, with increasing public
interest, the number of listed companies had risen to 58, and currently
stands at 82. Trading volume has increased even more dramatically: in
January 1987 the volume of shares traded exceeded the quarterly level
of 1986 and the entire annual volume of 1984.

Nonetheless, the point must be made strongly, and underscored
repeacedly, that the DSE is a miniscule operation. Total trading for
the year of 1986 amounted to some 670,000 shares, which is equivalent
to roughly one minute's volume on a busy day at the New York Stock
Exchange (not to mention the American, OTC or regional exchanges).

Bids and offers are made in units equivalent to Tk.500 ($15
million); the DSE guesses that the average trade is around 25 units,
The exchange has 195 members, 50 are "active". The standard commission
rate is 1%, but the DSE negotiates lower rates on "large" transactions.
Clearly, as the DSE admits, no one can make a living as a trader (most
members appear to function strictly as brokers, some may act as
jobbers).

More crucial perhaps than the present comparatively low level of
activity is the DSE's own ambivalence about the scope of its future
functions. At present the Exchange is involved in two areas: (a)
share offerings and distribution and (b) information collection and
dissemination, not only as to its own operations but also those of
listed companies. However, the DSE's present perception of its needs
and responsibilities is far broader. It includes:

° Electronic hardware to replace existing manual operations.

® Training of DSE personnel in Dhaka and overseas, as well zs
exposure to the operations of other stock exchanges.

° Fiscal incentives from the Government such tax relief on
dividends of listed companies and reduced corporate tax
rates, reductions of commercial bank interest rates on
term deposits and savings accounts, lower commercial
bank borrowing rates for traders.
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) Legislation requiring all enterprises with an authorized
capital of Tk.l crore (or $300,000) or more to be public
limited companies and all such companies to have five
shareholders for each Tk.l lac ($3,000) of paid-up capital,

° Revision of the Companies Law to allow the DSE to
appoint its own independent auditors of enterprises
listed on the Exchange.

It is the lacter points that are particularly worrisome. DSE
officlals express the belief that not only is there a great demand for
new issues but also that the process of going public will force a
greater degree of accountability (particularly if the Exchange has
regulatory powers such as independent audit). They cite new issues
such as Bangladesh Oxygen, Bata Shoe and Singer which were over
subscribed four-five fold, but do not recognize (or, at least, admit)
that the stature of such companies is not readily transferable to a
relatively new and unproven local enterprises.

More disturbing is the DSE's concept of adding a non-trading
regulatory role alongside its present securities marketing and
information activities. These functions are essentially incompatiltle,
especially housed in a single institution. Moreover, if the principal
objective is to facilitate a share market of breadth and dynamism, it
may be necessary to accept some period of excessive (and socially
undesirable) speculation prior to imposition of regulatory controls,
whatever the source. For the DSE to be handed such powers «t this
juncture entails a very real risk not only in terms of confusicn of
functions but of emasculating its primary objectives.

Suggested AID Role:

AID can and should involve itself with the development of the
DSE. The trick will be to measure out assistance in amounts that are
appropriate to the Exchange's real needs at any given time.

A point of departure might well be underwriting the cost of
selected DSE officials' visits to neighboring stock exchanges -- Delhi,
Bangkok, Kuala Lumpur, and Singapore or Hongkong. The initial focus
should be not on the mechanical aspects of trading but on the
evolutionary role of a stock exchange in developing capital markets, on
the relative merits of different financial instruments and on
opportunities for capital formation as well as distribution.
Concurrently, there 1is need for discussion with the Bangladesh
Government regarding the denationalized public sector enterprises which
are apparently planned for sale through the DSE. Even if the Government
cannot be moved from its stated position of retaining S51% of the
equity, it would be worth exploring options for (a) a balanced Board of
Directors which might elect its own Chairman (b) private sector control
of management either on an interim (perhaps contract) or permanent
basis.
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The relevance to the DSE is that if the Government tries to market
minority positions in denationalized enterprises - and the issues flop
(an ICB share offering in 1984 was less than 2% subscribed) - everybedy
loses. The Government might also be encouraged to involve the DSE in
the offering process at an earlier stage - Exchange officials say that
their first krowledge of such an event is when they see the prospectus
in the newspapers.

Overall, AID's approach to the development of the DSE should have
a time frame of 5 to 10 years with 1limited, flexible annual
assistance and achievement targets. As known, the Asia Foundation is
also interested in the DSE. At a minimum, they could help establish a
reference library of relevant stock excharge literature, facilitate DSE
itineraries in neighboring countries where the Foundation has resident
representation and provide guidance as to revision of Companies Law and
related issues.

D. Commercial Ranks

The study team's meeting with one local commercial bank was not
particularly enlightening, and when contacts in the financial community
suggested that more meetings - whether the banks were denationalized or
still nationalized - would not be dissimilar, it was decided not to
pursue further investigation of local banks.

The study team met with the Managing Director and three other
senior executives of Uttara Bank. At the time of denationalization in
1984, Uttara "surrendered" 20 of its 202 branches to Krishi Bank
(outside sources say that from the standpoint of efficiency Uttara
could close another 100-125 branches). In the interim there has been
no staff retrenchment, but every employee has been made an officer (a
clever device to prevent unionizing).

Uttara seems to have little interest in introducing new management
methods or systems. The bank does its own training of entry level
university graduates. There is no use of computers other than for its
WES accounting. The bank claims to far exceed the Government's
guidelines of 5% of loanable funds for small local enterprise,- but this
can only be because Uttara includes rural trade accounts in that
category. Term loans that are generated at the branch level are fully
collateralized, reviewed by the branch and regional managers and
approved at the head office. Conversely, the head office does not
generally accept new applicants; they are told to first open an account
with a Uttara branch.

Suggested AID Role:

At the end of study team's work in Dhaka, the Deputy Prime
Minister and Minister for Industries in a lengthy meeting disclosed
pPlans to establish small scale industry loans cells in selected
commercial bank branches in every district in the country. BSCIC is
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to play a key role in program development and monitoring, for the
involvement of commercial banks in small industries, which in turn
will provide AID with the opportunity to watch developments closely.

It 1is wunderstood that 1local banks have very poor service
orientation apart ‘from lacking capabilities in project assessment.
The private sector bitterly complained about the incompetence and lack
of service of the commercial banks. To the extent that AID can assist
in management training, and instilling service orientation to the
local banks, development of the private sector will be enhanced,

E. Industrial Promotion and Development Company_ (IPDC)

IPDC is a small highly disciplined investment finance company
owned 30% by the Government and 70% - in equal shares - by the IFC,
CDC, DEG and the Aga Khan Foundation (institutions which have
cooperated in similar ventures elsewhere). As of the end of 1986, IPDC
had made commitment to 11 industrial projects, including an industrial
equipment leasing company which has the Korea Development Leasing
Corporation as its technical partner and includes IFC, DEG and the Aga
Khan Foundation among its foreign shareholders.

IPDC's lower limit is equivalent to Tk. 20 million (about $6
million). Its participation in any single project is limited tn 10% of
its net worth (paid up capital is $6 million) or 33% of total project
cost, whichever is lower. For larger projects IPDC will attempt to
raise funds from other local financial organizations and/or act as an
Intermediary with international institutions (a related development has
been recent efforts by British Aid to identify and develop fairly
large industrial projects that might be financed either chrough IPDC or
directly from CDC; the originai concept was to transfer funds so
utilized to a Trust which would in turn finance an institute for middle
management training).

Management is not yet sure whether 1PDC 1is financially viable
given its costs of project appraisal (although shareholders provide
free technical assistance) and existing financial spreads.
Consideration is being given to charging an up front fixed fee
irrespective of whether a given project is ultimately approved.

Suggested AID Role:

None. IPDC is essentially complementary to MI :., (discussed
below) and serves a diffecrent segment of industrial borrowers. While
there is dissatisfaction within some sectors of the Government as to
IPDC's slow pace ( a desirable target of 2,000 project approvals was
cited in one interview), IPDC's present shareholders are fully capable
of providing additional financial and technical resources as required,
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F. Micro Industries Development Assistance Society (MIDAS)

There is obviously no need to describe MIDAS's history, operations
or objectives in a report addressed to AID. Nor that MIDAS's
reorientation from an NGO to a self-supporting institution is not
without 'possible pitfalls.

MIDAS has a good reputation among the private sector
organization and individuals (the study team's meeting with the
Metropolitan Chamber was an exception; one participant claimed MIDAS
was "no good for the country"). MIDAS personnel are considered
competent and corruption free; its consultancy studies are generally
well regarded. Some concern has been expressed as to whether the rules
of financial viability should apply to MIDAS given its overall mandate.

MIDAS is, if anything, even better known and regarded in the donor
community. NORAD, DANIDA, IDA and similar organizations see MIDAS as
one of the very few respectable conduits for channelling assistance to
small scale enterprise.

Suggested AID Role:

In addition to the nurturing and guidance provided in the past,
AID may now also meed to shield MIDAS from the well - intentioned
overtures of other donors. MIDAS is a small organization with an even
smaller core of experienced professionals. AID's own $8 million
capital injection to assist in the creation or expansion of 30-50
innovative enterprises per year together with an extensive internal
strengthening and reorganization program (we question, incidentally,
AID's proposed reorganization of MIDAS's project monitoring system)
will not be easily accomplished,

G. Grameen Bank (GB)

After six years as a personal initiative by Professor Yunus,
Grameem Bank was established in September 1983 under a special
ordinance. As such it is not subject to banking or companies law;
further, Government ownership has been reduced from 60% originally to
the current 25% so GB is also not subject to public service
regulations.

Funds are provided primarily by the Bangladesh Bank directly and
from IFAD (2% to GB) and are currently relent at 16%. Borrowers also
pay into obligatory savings programs called a Group Tax (5% of the loan
amount) and an Emergency Fund (equal to 25% of GB's lending rate).
Over the ten plus years of GB's pilot and formal operating history
overall loan recoveries have seldom fallen below the 99% level.

This is a direct result of GB's systematic use of peer pressure,
No business is conducted at branch offices; the local manager goes to
villages in his area to describe GB operations. A potential applicant
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(who 1s by definition landless) must find four cosponsors (not
guarantors) of which three are outside his family. Other group members
may subsequently apply for financing. Weekly group meetings (family
planning, literacy, physical exercise are included) are held and
penalties assessed for nonattendance. Loans, which average less than
Tk.2,000 ($60) are for exactly one year and are repaid in weekly
instalments.

Suggested AID Role:

None. GB currently has 400 branches serving 250,000 borrowers in
6,000 villages. Its goal is 1,700 branches by 1995, but funding is
not a perceived constraint, now or for the future.

H. Small Industries Bank

According to the Deputy Prime Minister and Minister of Industries,
creation of a Small Industries Bank, has been approved at both the
Ministerial and Presidential levels. Ownership of this bank would be
70% private (equity held by an employees retirement fund) and 30%
Government. The bank would operate strictly as a private domestic
bank and its investors would bear the burden of success or failure.
In other words, this bank would not be protected or subsidized in any
manner. Conditions for its operation are that : (a) it charge
interest at 10% for SSE loans, l4% for industrial loans, and 18% for
trade loans; (b) that it balance its loan portfolio value at 50% SSE
and 50% commercial; and (c) it establish a wide network in the
country. The Government views this new financial institution as
strictly a private sector enterprise with public sector equity
participation. Prior to the Minister's elaboration of the proposed
scheme to the study team (as described above), it was variously
reported that existing ADB and OPEC small industry credit lines would
be transferred from the commercial banking system to this bank. No
financial institution or donor organization (including the ADB which
is interested in a possible private sector DFI) the team has
questioned admits to having been approached by the Government to
participate in the Bank in any capacity. These organizations express
doubt that such an institution - irrespective of the level of private
sector involvement and/or interest rates charged - will prove
financially viable.

A basic issue is who the Bank would serve and through what
mechanisms - where, in other words, is the proposed market. If, as it
presumably is, the intention is to assist primarily rural
non-agricultural enterprises, there is implicitly an enormous
Infrastructure investment (duplicating the existing commercial banks'
branch networks). This will not appeal to private investors,
Individual or institutional. Then comes the issue of supplying the
Bank branches with trained, motivated personnel - and a system of
performance incentives (a key problem in motivating commercial bank
branch officlals). And, then, lending costs which may run 8-10% of the
loan amount as compared with 2-3% in urban areas.
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Nevertheless, according to the Minister, the backers of this
proposed bank claim they can establish a profitable operation and are
willing to take the risk.

Suggested AID Role:

Whether or not the proposal proves to fit within AID's overall
private sector development strategy, there may be opportunities to
influence the Government in developing an institution that is more
useful and viable for small scale enterprise.

As indicated before, financial institutions need assistance in
improving their management capability and service orientation. Iu
parallel with any training assistance AID may provide to the
commercial banks (discussed earlier), it may also assist the Small
Industry Bank.

As in the commercial bank case, BSCIC is going to play an
important role in project assessment and monitoring bank performance;
AID can follow up the situation through BSCIC.

AID may find it advantageous to use a credit line as leverage to
influence proper decision making at this Bank and it may consider

continuing the credit line it now has through its BSCIC project to
this bank.
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IV. PRIVATIZATION

As AID is aware, the study team was successively requested
to 'coordinate with', 'build on' and 'not duplicate' the work
done by Clare Humphrey. In fact, the only available documents
relevant to Humphrey's work were a draft table of contents
(dated October 12, 1986) provided in Washington and a
preliminary set of recommendations for USAID (dated March 5,
1987) from the Mission.

Given this situation and related discussions with Mission
personnel, the study team did wnot directly pursue the issue of
privatization per se. What follows is a composite view of the
current. status of privatization in Bangladesh as seen from the
perspective of the private sector. It is composite in the sense that
no single businessman listed every element of the scenario presented
below, the study team has that we have no reason to believe that there
would be significant disagreement with the overall portrayal. It might
also be noted that in one meeting with Government officials, we were
asked about the private sector's view of the privatization initiative:
the officials present did not take exception to the following
representation.

The private sector in Bangladesh sees the nationalization of
commerce and industry following Independence primarily in terms of
political necessity and only secondarily as one of philosophical bias.
The Pakistani owners and managers were gone; the new government (and
its Awami League supporters) were the only available group to run the
country.

Similarly, not to minimize either its real or symbolic importance,
denationalization is seen not so much as a philosophical watershed but

as an evolutionary process that has been underway for years. It
appears that starting in the late 1970's Government disposed of
hundreds - perhaps thousands - of small commercial and productive

enterprises. We have not attempted to establish either a more exact
magnitude nor the terms or recipients of such transfers (one source
would be CIDA's forthcoming study which traces 5C0 such divestitures
back to specific points in time and the then - governing regulations).

More recent divestitures have been larger units -- or the order
400 to 500 - from the Ministries of Jute, Textiles and Industries. The
consensus in the private sector is that from beginning to end the
entire process was inept and/or corrupt. The Government is seen as
having made little effort to establish a 'going-concern' value of the
assets to be sold. The bureaucracy responsible for divestiture is seen
as wanting to establish arbitrarily high prices to embarrass or
discredit private sector buyers. The process of sealed-bid auctions is
perceived as unsound. '
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As for the buye:s, it is accepted that some were former owners who
sincerely wanted to regain their properties (and whose subsequent anger
concerning the viability of their enterprises is genuine), others in
good faith were Bangladeshis with savings (perhaps from years working
in the Gulf) who did not understand the nature of the balance sheet
liabilities they were acquiring. It has, however, been an open joke in
business circles that many (perhaps the majority of) prospective
bidders had not the slightest intention of paying the full asking
price.

Whatever the ultimate objective, the initial gambit was to make
good on the 20-25% down payment to gain physical control of the
enterprise. Thereafter, a buyer had the options of (a) attempting to
renegotiate the purchase price (b) paying only the 7-8% overdue
penalties (c) reselling the movable and fixed assets to as many people
and in as short a time as possible.

We have been told on various occasions that the Government will
end up having to repossess many denationalized enterprises,
particularly in the jute and textile sectors. According to recent
newspaper stories this has already begun to happen. The local managing
director of one multinational expressed the irony that while
privatization was not critical to the President in the sense that the
upazila program was, the resultant scandals (following on the DFI
debacles) could well be the factor that destroyed the present
administration.

AID's public declarations regarding Bangladesh as a world leader
in privatization are, numerically at least, correct. However, if the
private sector's perceptions are reasonably accurate, privatization has
been a 10-12 year process, not a recent policy reorientation.
Moreover, it is one that now has developed a potential for havoc with
which AID might not wish to be. directly identified.

AID's own definition of privatization (e.g. International
Conference of Privatization, February 17-19, 1986) includes not only
denationalization of state enterprises, but "equally important" the
removal of impediments to free play of market forces and reform of
macroeconomic policy environment. In this context, privatization in
Bangladesh appears to be entering a new phase (whether or not
reflecting a desire to improve on past results is unclear) in which the
Government will retain control of denationalized enterprises, As
discussed with reference to the Dhaka Stock Exchange, there is a clear
need or opportunity to move the Governmert from an equity posture of
51/49% and if that proves not possible, to try for a better private
sector balance at the board and/or management levels.

32
A\ Arthur D. Little, Inc.



V. SMALL SCALE ENTERPRISE (SSE)

Development of small scale enterprise is currently the most
popular topic (e.g. the widespread interest in MIDAS) among Bangladesh
donors and NGO's. Among the identifiable reasons are:

® Recognition that the Bangladesh Government's past investments
in large-scale industrialization (premised on import
substitution and, to a lesser extent, exports) have had
limited benefit, particularly in terms of employment.

° Disappointment about the past performance of the principal
financial institutions responsible for provision of
industrial and agricultural credit, and their indirect
contributions to increasing the gap between rich and

poor.

° Prospects of massive increases in the labor force and the
limited abortive capacity of the industrial and agricultural
sectors,

° The Government's recent concern and support for development
approaches that would include smaller elements of the private
sector - local procurement, subcontracting, backward

linkages, etc.

Over the years the principal conduit for assistance to SSE
has been the Bangladesh Small and Cottage Industries Corporation
(BSCIC), successor to a similar (AID-supported) Pakistani organization
established in 1957. Initjally designed to facilitate production
inputs, the focus shifted during the 1960's to promotional (e.g.,
industrial estates, advisory and design services, project
identification, facilitation of credit) activities.

Over the same years, a distinguished roster of donors and NGO's
have contributed to BSCIC and its programs. As of mid - 1985 (the most
recent fiscal year for which data are available) BSCIC was utilizing
credit lines from IDA, NORAD, USAID, DANIDA and UNCDF (average recovery
rates: 51%). Under the Third Five Year Plan - 1985-1990 (TFYP) and
subsequent 1986 Industrial Policy the small and cottage industry sector
(redefined as having a total investment of Tk.15 million ($500,000) or
investment in machinery and equipment not exceeding Tk.1l0 million
($300,000)) has been given priority status. Each bank (nationalized,
commercial, foreign as well as public sector banks) has been asked to
allocate a percentage of its loanable funds to the sector, and co
provide separate windows for that purpose. A mnaximum lending rate of
108 and a debt-equity ratio of 80:20 were established and special
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incentives such as tax holidays and tax incentives introduced. To date
the banks have largely ignored these directives, a situation reflected
in the Government's current decision to create the special Small
Industries Bank,

During the five years of the Second Five Year Plan -- 1980-85
(SFYP), also ended in mid-1985, BSCIC's listed accomplishments included
preparation of over 26,000 project profiles, counselling of nearly
48,000 small and cottage industry entrepreneurs, skill development for
over 28,000, entrepreneurship development for 16,000, and distribution
of more than 7,000 product prototypes and designs. BSCIC's industrial
estate program was continued (20 estates with 1065 industrial units in
operation, 9 estates with 1348 plots under development) and plans call
for a sharp increase under the TFYP.

Whatever BSCIC's past accomplishments, the theoretical demand is
far larger. By BSCIC's own calculations, during the SFYP small and
cottage industries accounted for nearly half of industrial GDP and over
three quarters of industrial employment. From a developmental point of
view, the capital costs of small and cottage industry job creation are
a small fraction of that in larger enterprises.

The proposed Small Industries Bank (SIB) is a clear signal that
the present credit system for small and cottage industry is not working
to the Government's satisfaction. However, credit is not necessarily
the most pressing problem in developing the small scale enterprises.
Further, there is no reason to expect another new conventional banking
institution will make a big difference. There is reason to hope that
small and cottage industry units can be reached in urban areas under
programs of local procurement, subcontracting, MIDAS's labor-intensity
orientation, and in rural areas by programs conducted under the
auspices of organizations such as BRAC and Grameen Bank. But a very
large portion of existing and potential SSEs, particularly in the
countryside, will not likely be recached. We, frankly, have not found
any new mechanisms to propose, nor to our knowledge has anyone else in
the donor and NGO communities.

The Mission's paper on employment and small scale enterprise
strategy accepts as an introductory premise that "our strategy is
inchoate". This self-inflicted criticism may be justified, but it
could also simply be reluctance to admit that there are problems for
which there are no acceptable solutions.

The paper first addresses the question of where AID/Dhaka should
concentrate its employment efforts, and answers that it has adopted a
multi-faceted approach: improved agricultural research and technology
to increase productivity, on-farm employment and inputs for processing
industries; creation of rural infrastructure. The paper further
states, and we agree, that stimulating employment through public sector
enterprise itself or at the cottage industry level is not likely to
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prove particularly useful, and that AID is left with "small, efficient,
profitable enterprises in both the industrial and the service sectors"”,

The paper correcily stresses the "paucity of reliable information
in Bangladesh" whether with reg.rd to unemployment, the SSE sector,
labor markets, informal financial systems or what motivates operators
of small enterprises. It describes both the Government policy and the
allocations (i.e., credit, education, infrastructure) that discriminate
against the SSE sector. Finally, AID acknowledges that to have
significant impact its commitment to employment in general and small
scale enterprise in particular must have .a catalytic effect on the
Bangladesh Government and on other donors. AID itself would help
create the policy environment, the infrastructure and institutional
capabilities to train SSE owners and managers.

We Dbelieve that this approach is structurally very sound.
Perhaps, however, more emphasis might appropriately be given that - as
successful as the direct and/or catalytic effects may prove to be -
AID will be only nibbling around the edges of the problem. This is not
to suggest that AID or any donor walk away from the Issue. But that
retrospectively the quantitative difficulties in increasing employment
may make those in decreasing fertility seem comparatively simple.

We would not, by omission, minimize the value cf AID's continuing
efforts to identify private sector opportunities within its principal
areas of activity (food and agriculture, population and health)
whatever the employment impacts. The privatization of fertilizer
distribution is a good example: to oversimplify, a few dedicated
technicians backed by AID (and the World Bank) pitted against a public
sector organization with 20,000 employees and an unquantifiable number
of special interests. There are battles still to be won or lost, but
one objective acceptable to everyonme - foodgrain self-sufficiency - is
now within reach.
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VI. MISSION CONSTRAINTS

The study team's scope of work calls for identification of
"constraints within the Mission to working effectively with and for the
private sector and make reccmmendations for overcoming them". Among
the study team findings in the Mission were:

° There is no lack of intorest, either at top management levels
or among operating personnel, in private sector development,

® There is no lack of awareness of private sector programs,
obstacles, relationships (internal workloads, however, do
severely restrict the time available for out-of-office
private sector interaction).

) Reluctance on the part of those responsible for major USAID
programs (food and agriculture, population and health) arve
not a significant obstacle to private sector initiatives.

) Internal budget, organization or staffing limitations are not
employed as defensive justifications.

Clare Humphrey's first recommendation in his preliminary report to
the Mission (March 5, 1987) was the appointment of a private sector
officer (PSO);  his justification was that private enterprise
development has become a primary concern of AID/Dhaka which in turn is
in consonance with AID/Washington's "Four Pillars" approach.

We concur. There should be a specific PSO post in the Mission.
At present such functions are spread among several project development
officers, each of whom also has time-consuming duties not directly
associated with private sector development. To the extent possible
within AID, we feel that the PSO should be encouraged to define his own
terms of reference - to identify intervention points and participate in
the formulation of policy dialogues regarding on-going Mission
programs, to screen and tailor AID/Washington initiatives for cost
effective in-country utilization, and - getting out of the AID offices
- to develop local networking contacts to identify possible new
initiatives for Mission and AID/Washington consideration.

A parallel recommendation is the hiring of a qualified local
counterpart. If our concerns prove valid about the amounts of
professional man hours the Mission will spend overseeing MIDAS in the
next two years or sn, it might be wise to include in the counterpart's
qualifications experience in project appraisal and financial analysis.
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VII. PRIORITY INDUSTRY SECTORS

Industrial development policy in Bangladesh, as in the rest of
the subcontinent, has traditionally been considered to be in the
domain of the public sector. Planning commissions create 5-year
strategy documents which identify priority sectors or subsectors in
terms of desired levels of capacity and prospective foreign exchange/
local currency investment requirements. These strategy decisions
again traditionally have been predicated first on import substitution
as a means to conserve foreign exchange and secondly on maintaining
commodity or semi-finished exports also with a view to foreign
exchange requirements.

Following independence, the public sector Lecame responsible not
just for policy but for the bulk of industrial ownership and
managemenct. The issue of the extent to which that was a matter of
political philosophy or practical necessity is largely irrelevant in
this particular context. The bottom line was that Government planned,
controlled and managed virtually all investment funds allocated to
productive enterprise.

In the industrial sector there were, admittedly, a number of
multinationals whose presence in Rangladesh predated independence.
The Government acquired the "abandoned" shareholdings, but in general
did not seriously interfere with operating viability. Between these
corporations and the bottom layer of small enterprises was an enormous
structural gap created in part by Government ceilings on the size of
permissible private sector activities, the private sector's resultant
reluctance to invest in fixed assets and the historical orientation

toward trade and commercial activities.

From the late 1970's, increasingly open policies regarding the
scope of private sector involvement and increasing availability of
term finance for productive purposes made industrial investment a more
attractive option. Nevertheless, industrialization priorities
continued to be set by Government fiat and adhered to by financing
sources. Well-connected entrepreneurs were not slow to realize that
accepting such directions facilitated, in every sense, project
approvals. The entrepreneur's friends and neighbors were also not
slow in following his apparently successful entry into, say, trawling
or cold storage.

There 1is, in summary, little precedent for private businessmen
making independent decisions (and little reliable data on which to

base such decisions) regarding priority sectors of industry. The
ready made garment phenomenon of the early 1980's was triggered by
Korean, Taiwanese and other Asian interests in pass-through

opportunities offered by Bangladesh quotas and labels. Bangladeshi
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followers have raised the level of gross domestic value from ({our
estimate of) 15% in 1983 to perhaps 25% today, but here again the
sector did not result from local private initiatives.

As to the priority industry sectors in 1987, the general
consensus - with which the study team agrees - is fish and shellfish,
leather processing and products, fresh and processed foodstuffs,
natural gas-based products, textiles and garments, construction
materials, electronics assembly and handicrafts. Note that of these
eight categories, five are based exclusively on indigenous raw
materials and two more (textiles and garments, and construction
materials) readily lend themselves to increasing levels of local
content. Note also that, with the sole exception of construction
materials, all categories have significant export potentials.

A third common denominator is the need for backward linkages from
existing and prospective processing facilities to quantitative and
qualitative gains in raw materials inputs. Shrimp producers should
have access to more prolific varieties and to advanced technology in
feeding and management systems. Techniques of fish farming in other
part of the world far exceed anything available to prospective users
in Bangladesh. Fruit and vegetable processing will be severely
constrained in the absence of modern systems of inter alia, contract
farming. Locally produced textiles can be improved to meet garment
manufactures specifications and to compete directly on world markets.

A final common ingredient is the long recognized but still unmet
need to develop marketing (and design) capabilities in such sectors.
Here again, the private sector has traditionally been content to rely
on Government for assistance. The consequences have been abysmal -
e.g., badly organized and attended trade fairs with poor product
presentations and totally inadequate follow up. The Government has
now made major strides in liberalizing its industrial, investment and
trade policies. It remains to be seen whether the private sector will
respond - at least in these key areas of opportunity - by taking
control of its own future.
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VIII. INFRASTRUCTURE CONSTRAINTS

The scope of work asks the study team to identify "critical
Infrastructural gaps". Raising the topic in meetings with private
sector groups preseuted no problem; what proved difficult was
preventing such discussions turning into acrimonious harangues
regarding Government policy and practice: capricious revision of
utility rates, delays and costs in getting power connections,
unreliability of power, poor telephone service, and so on.

There is no question that electricity supply (outages, power
shedding) remains a major problem for productive enterprises. Some
concerns have their own standby generating capacity, others schedules
shift work around periods of load shedding. But overall industrial
productivity certainly suffers. Productivity losses are to an extent
a factor of plant location, as are constraints imposed by inadequate
transport, telecommunications and water supply. Factories situated in
the Chittagong EPZ have few if any serious complaints concerning
infrastructure (or unions, which are no longer permitted).

We were surprised as to the relatively low levels of concern
expressed by the private sector as to labor issues. Workers were
termed sincere, dedicated, trainable (particularly the women). Union
troubles were described as mostly happening in public sector
corporations (possibly a troublescme issue in future
denationalizations.)
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IX. PRIVATE/PUBLIC SECTOR RELATIONSHIPS

Inasmuch as most of the study team's nmeetings have been with
private sector individuals and institutions or organizations which
provide credit and other facilities to the private sector, we reflect
below not so much the Government's view of the private sectcr, as the
private sector's perception of the Govermment's view. In any case it
1s certainly safe to say there is a great deal of room for improvement
in both directions.

Until recently it was relatively easy for the private sector to
point to Government's restrictive policies as proof positive of its
distrust of private enterprise. With the 1liberalization of
investment, industrial and trade policies (some businessmen will say
for the record that Bangladesh's present policies are among the most
progressive in the third world) that argument is lost.

Current frustrations therefore focus on the gulf between public
sector policy and implementation (of course bureaucratic actions in
the past also did not necessarily reflect policy, and the private
sector has been responsible for supporting - with "baksheesh" - the
existence of such practices). What seems to be emerging as the other
side of the policy liberalization coin is more endemic blatant
bureaucratic corruption. Businessmen say, almost without exception,
that the sheer volume of required payoffs is much higher than in the
past.

We do not see much near term 1likelihood of significantly
narrowing this gulf. The bureaucracy is too large, cumbersome and
financially needy. But over time, given political stability, the
situation should improve.

Stability is also what the private sector needs to develop a
greater sense of social responsibility. There is said to be a very
real and widespread desire to be a member of industrial sector in
Bangladesh. Among the reasons given are social prestige and a
perception that profit opportunities in traditional trading lines are
diminishing. Prospective industrialists (people with capital seeking
viable investments) will say they are doing it for their children,
that they recognize the short term profit opportunities are much
greater in other economic sectors.

At the same time, bankers tell us that (a) these same people want
to put as little of their own capital at risk as possible, (b) they
want to leverage every project to the greatest possible extent (which
are textbook approaches to profit maximization, but can carry some
penalties where forward planning 1is as uncertain as it is in
Bangladesh), (c) they see profits as theirs and losses as the banks',
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and (d) to move and keep their capital out of the country is a primary
motivation. The bankers' solution: time and stability whereby private
entrepreneurs identify more personally with the country's long term
development:.
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X. PROPOSED NEW AID INITIATIVES

This section offers a brief review and suggestions regarding
various initiatives that have been presented to AID/Dhaka in recent
months,

A. Bangladesh - U.S. Business Council/American Business Council

Dhaka (ABCD)

The Coopers and Lybrand (C&L) study (November 1986) of the newly
created Bangladesh - U.S. Business Council presents, in our judgement,
an objective analysis, including the obstacles to the Council
fulfilling its mandate. These obstacles range from the Council's
current structure and services through the limited amount of reliable
business information about Bangladesh, the need to be able to provide
sector (and even company) specific data to the time and effort needad
to alter U.S. businessmen's perceptions of Bangladesh. The Bangladesh
-- U.S. Business Council's proposal of April 1987 acknowledges,
implicitly at least, one of C&L's findings in that only $20,000 of its
proposed 1987-1988 budget would come from membership fees. AID is
asked to provide the $163,000 balance.

The Council would establish "strong representation" in both the
U.S. and Bangladesh (in which C&L concurs) and would embark on three
specific activities:

. An  information clearing house, offering (for sale)
information from other sources and developing " a
cowputerized data base on Bangladeshi companies including
qualifications, experience..... "

° Luncheons, where "distinguished persons" would speak in
"different cites", and

@ Seminars, in six U.S. cites between September ‘87 and May
'88. Delegations from Bangladesh would be invited to
participate and supplementary promotional material provided.

According to the proposal, the Council would further undertake:
studies of Bangladesh's comparative advantage; investigative studies
of at least two specific management contract opportunities; review of
existing feasibility studies and preparation of new studies as
necessary in Bangladesh; and conduct a trade falr for small computers
in January 1988.

We believe that the Council cannot meet its stated objectives at
anywhere near the proposed budget and in any event the bulk of its
program activities will not produce tangible results. We would
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endorse the establishment of a small office in the U.S. (with a modest
allowance for travel, promotion and entertainment) and in Bangladesh
(see discussion of the ABCD below). We do not feel that the proposed
luncheons and seminars would be productive at this time. This
represents not only a judgement as to the Council's prcposal, but also
the study team's beliefs that (a) new foreign investment is not,
relative to times in the past, a high priority in the U.S. and (b)
dangladesh currently is comparatively more attractive to corporate
investors in various Asian countries.

We do believe that a comparative advantage study has merit, but
(a) the Council is not equipped to undertake it and (b) considerably
more thought should be given to the cost and scope - in all
probability such a study should encompass at least Bangladesh, India,
Malaysia, Nepal and Thailand.

In its April 1987 proposal the Council agrees to consider a
collaboration "provided ABCD can demonstrate its capability and
organizational strength" to support the Council. In fact, the reverse
is more accurate.

The ABCD is a unique resource not replicable anywhere in the
U.S. Its members demonstrably know the Bangladesh environment and
operating conditions, can speak as businessmen to businessmen and have
a very tangible motivation - survival. Moreover, the Council seems to
assume a homogeneity in U.S. interests regarding Bangladesh (an error
C&L does not make). Corporate CEO's are not going to come to
Bangladesh (particularly on fact-finding missions). It will be lower
level finance, marketing, technical personnel and for whom ABCD
members can make available counterparts from within their own
organizations,

We feel that at this pilot stage the Council's primary role in
the U.S. should be to identify (from the Bangladesh Embassy, U.S.
Department of Commerce, contacts of its own making) company
representatives with Bangladesh on their prospective itineraries.
This information would go to the Council's Dhaka office (headed by a
personable, bilingual Bangladeshi), screened as possible for those
with only perfunctory interests and the remainder passed on to the
appropriate ABCD member. Whether ABCD would consider a more active
role, and whether AID financial support would be a necessary component
is not yet clear.

B. International Executive Service Corps (IESC)

The key issue is whether IESC would consider establishing a
resident representative in Bangladesh. If the answer is possibly yes,
we believe that AID should pursue discussions as to what conditions
IESC (and/or the Bangladesh Government) would require for doing so.
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We do not believe that technical assistance requests channeled
through third country offices or directly to the U.S. produce
sufficiently favorable results to be given priority in mecting
technical assistance needs in Bangladesh. An experienced in-country
representative is needed to identify, in the current jargon, the
potential recipient's hidden agenda.

C. Young Presidents QOrganization (YPQ)

There were risks of inflated expectations and cultural mismatches
in organizing a UNIDO Investor's forum or a Bangladesh-U.S. Business
Council. The gap between Bangladesh and the YPO organization is that
much wider again. We would not endorse YPO as a sponsoring or
organizing institution for private sector development in Bangladesh.

D. National Association for Resource Improvement (NART)

Established in 1986, NARI as an affiliate of Women's World
Ranking (WWB) offers credit on a shared basis (WWB guarantees 50%,
NARI 25% and a commercial bank is at risk for the balance). 1In
addition to credit, NARI's objzctives includes training, marketing
facilities and support (e.g. family planning, legal aid) assistance.

NARI seeks financing from AID to increase its local guarantee
fund to $20,000 (to serve 50 low income women entvepreneurs during
1987-1988) and $40,000 for operating expenses. The success of any
such effort depends less on meeting a valid social and economic need
and more on forceful leadership. In that context, it is a bit
disturbing that two thirds of the requested funding 1is earmarked for
administrative uses. AID might assist NARI in developing a more
balanced program.

E. Revolving Fund (RF)

The Revolving Fund is seen as a source of investment capital for
new or expanding small-to- medium size enterprises utilizing
technology new to Bangladesh. AID/Dhaka, PRE/Washington, a U.S.
financial institution (American Express) and local capital (raised by
IPDC) were each to contribute equally to the initial $4 million.

As stated elsewhere in this report we believe that AID credit is
not currently a serious constraint at the enterprise level which the
RF would operate (e.g. urban, relatively knowledgeable entrepreneurs).
There may be a size gap in which the RF could function with IPDC on
one side and MIDAS on the other, but we question whether it Justifies
establishing a new financial instrument. It should be noted that AID
is very fortunate not to be significantly involved in any of the
existing industrial finance programs and participating in a new
(unnecessary) program should be looked at with extreme caution.
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Finally, we did not find IPDC or American Express particularly
receptive to the RF concept (one contact called it a "grand
committee"). American Express, in fact, indicated that while it would
consider reviewing projects for debt financing on a case-by-case
basis, it would not participate in any pool arrangement. In summary,
we find neither a compelling need for the RF nor particular
receptivity among potential local participants.

F. Trade Development Program (TDP)

In the context of AID/Washington's recent paper on trade
development policy, the Bangladesh Government has made major policy
changes in freeing the economy, and the private sector in particular.
The policy document (a) cautions about supporting government-managed
export or investment promotion schemes, but (b) encourages the
establishment of free trade zones.

We agree on both counts. Specifically, a free trade zone at Zia
airport has been under consideration for several years. A first phase
would require nowhere near the infrastructure and organization
investment that went into the Chittagong EPZ. It could begin with
bonded warehouse and storage facilities, utility connections and
security. More important would be the technical assistance for
private sector exporters in improving input (see below), processing,
packaging and marketing standards.

G. Projects Utilizing U.S. Commodity Stocks

The study team has not had occasion to pursue directly the issues
of agricultural production and consumption in Bangladesh. Our
reactions, therefore, to this proposal are subjective, not based on
fact, but nonetheless are distinctly negative. The prospects of
successfully marrying U.S. dairy surpluses to small farmer
cooperatives (to be organized) for agricultural development in
Bangladesh appear remote.

H. Contract Farming

The CEO of a local multinational retains a vivid memory from the
Investor's Forum in 1982: one attendee represented a U.S. company
specializing in fish farming which offered a ‘'total technology'
package for $1 million. The representative freely admitted that it
made no sense for a single Bangladeshi company; he was looking for
some one who could bring together perhaps 100 to 500 potential
producers. After a couple days of increasing frustration the man left
and - to the CEO's knowledge - has never returned.

In 1987 there is widespread under utilization of cold storage,
freezing, trawling and food processing capacity. Owners should be
receptive to assistance in increasing raw material supplies whether
fish, shrimp, fruit or vegetables. Absent owning the land and
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production facilities directly, contract farming offers their best
assurance of quantity and quality inputs.

We are told that farmers, even owners of very small plots, will
be respensive to such arrangements if they have confidence that the
buyer will honor his contractual obligations. Also, it is generally
in everyone's interest for the processor to make available credit,
quality inputs, extension and transport facilities.

As in so many areas of Bangladesh, the first obstacle is lack of
knowledge about specific sector requirements. Some one needs to meet
with the relevant trade associations and major factors therein. Then
that information needs to be centralized, kept current and available.
The specific location is not critical, but here as in other sections
of this report our inclimation is that AID consider funding a unit to
be housed in the FBCCI. A parallel effort for AID to consider would
be funding the visits of specialists from successful companies in
countries such as Thailand and the Philippines to identify
opportunities for technical assistance, management and linkage (e.g.,
shrimp feed) investments.
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XI. SUMMARY OF FINDINGS AND CONCLUSIONS

A. General Overview

As of early 1987 the Bangladesh Government is in a period of
consolidation following jinter alia, last <year's elections and
announcement of new initiatives (liberalization of industrial,
investment and trade policies; revisions of divesiture groundrules,
etc.). Economically, rural purchasing power is severely depressed by
a combination of low international jute prices and institutional
efforts to recover outstanding agricultural credit indebtedness.

Goverrment backed efforts by the DFI's to extract repayments from
defaulting borrowers are receiving widespread press coverage but there
is equally widespread cynicism as to whether the politically
well-connected will be affected. Government plans to increase the
locally-sourced content of foreign aid projects are also receiving
publicity; it can not be coincidence that concurrently there is
sharply increasing resentment as to the ievel of foreign advisors
involved with donor and NGO programs. Donors and NGO's do not
question the qualifications of Bangladeshi technical personnel, but
without exception are adamant as to the necessity of having expatriate
'no-sayers'.

Pay-off requirements are continuing to spread, certainly
horizontally, whether vertically as well depends on the amount of
credence given to hearsay.

Like the Government, the private sector is at present in a
holding pattern. Established entrepreneurs are skeptical, and even
resentful, of the Government's liberalized investment policies. The
business community has long been accustomed to the Government for
guidance as to what is economically or politically desirable. Owners
of enterprises in which there is current overcapacity want to be
protected from further competition.

While there are no reliable means of measurement, we would guess
that new industrial investment is also on hold. There are
unquestionably prospective entrepreneurs, with capital, looking for
investment opportunities. There is excess capital in the banking
system (which is structurally weak and unlikely to improve over the
near term). Concurrently the Government and donors are seeking to
establish yet more institutional credit sources. In part this
probably reflects the freeze on the activities of public sector
DFI's-there has been a sharp reduction (in quantitative terms, not
qualitative) in institutional facilities for project formulation.
But, again, we understand that at all but the lowest levels of the
economy credit is not a constraint.
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Some period of consolidation, both in Govermment and in the
private sector, could be beneficial if it is seen as evidence of
increasing stability - political, social and/or economic. Whether it
will also improve the forum for constructive policy dialogues is,
unfortunately, unclear.

From the standpoint of how the private sector views the
Government, the most constructive action the Government could take at
this time would be to narrow the perceived gap between the
administration's policies (as liberal as they may be) and the
bureaucracy's implementation practices (which have their own vested
constituencies). Changing the bureaucracy's posture from one of
policing and control to one of service orientation and facilitation
will be a 1lengthy process. But the Government can contribute
immediately by spelling out the specific rights accorded to specific
elements of the private sector. Todate, the bureaucracy response to
private enterprise's new entitlements has been to create requirements
for official documents which can be presented to prove that official
documents are no longer required.

B. Foreign Assistance

First as disaster relief and thereafter as development aid,
Bangladesh has received and is receiving enormous amounts of foreign
assistance. Currently there is some $ 5 billion in the pipeline, i.e.

commitments in excess of disbursements. Delaying factors include
Government difficulties in processing aid programs and in carrying
through on conditions required by donor organizations. This 1is

readily seen in the amounts of project aid in the pipeline as compared
with the faster-moving food aid.

Donor nations have leverage and do influence the pattern and
directions of Bangladesh's development programs. All major donors
espouse the concepts of a market economy and private sector initiative
as policy objectives and, often, as conditions for their support. At
any given time there are differences in emphasis among the major
donors. Currently these might be summarized as: IDA (World Bank) -
credit and infrastructure; ADB - industrial; USA and Canada - food,
agriculture, family planning, small enterprise; U.K. and Germany -
credit and erergy; UN - food, technical assistance and training.

These aid sources, in particular, may be expected to continue
pressing for market pricing, removal of subsidies, a more responsive
public sector and improving environment for the private sector. As of
this time, it appears probable that the World Bank will maintain the
lead role for public sector efficiency improvements, infrastructure
projects, policy changes to enhance a market oriented economy and
private sector development. The ADB, Japan, the UK and Germany appear
inclined to concentrate on growth in the private sector and the
financing of larger industrial projects. Canada, the Netherlands and
the Scandinavian donors seem very much oriented to specific projects
in rural areas with quantifiable results. The UN agencies will be the

48
/A Arthur D. Little, Inc.



principal source of technical assistance, funding many small projects
across a broad cross section of Bangladeshi institutions (as well as
maintaining its involvement in food and health programs).

C. AID Program

In our judgement, AID's basic program objectives of reducing
fertility, increasing food production and expanding employment
opportunities are not issues for debate. Bangladesh has been able to
survive a doubling of its population since 1950, but at the cost of
declines in per capita consumption of fish by a third, vegetables by
two fifths, fruit by nearly half, and pulses by two thirds. If all
conditions for fulfillment of the present five year plan (including 4%
annual growth in agricultural productivity) are met, only 1C0% of the
rural poor - measured in terms of caloric intake - will have been
brought above the poverty line by 1990-91. It seems unthinkable that
any lower priority be given to fertility and food initiatives.

Employment generation warrants equal concern. There will be
explosive growth in un-and under-employment, particularly among the
rural non-farming population. The current success of AID's small

enterprise development program has attracted the interest of other
donors, but can relieve only a microscopic fraction of impending
unemployment. The 1issue deserves the attention of the entire
donor/NGO community, but there will be no quick solutions, and in
absolute terms there may be no aid-funded solution.

AID is not involved in large capital projects or in large credit
programs. We would not recommend that it become so. AID can
coordinate with donors such as ADB, British, German and Japanese aid
who seem-in the vacuum left by the DFIs-to be moving toward financing
large-scale industrial projects.

As described in AID/Dhaka's recent 1988-89 Action Plan, the

Mission will "feature prominently" policy dialogue and donor
coordination, supported by policy studies in rural finance,
fertilizer, food grain pricing and distribution, emergency and private
enterprise development. In context of dialogues concerning private

sector development, while the World Bank will presumably continue to
lead at the macroeconomic reform level, we have encountered a number
of private sector issues which USAID might consider raising with the
Bangladesh. Among these are:

° The Government's plans, as discussed in the Missions' Action
Paper, to cut use of expatriate technicians which could
seriously hamper the establishment of new and/or
rehabilitation of existing private productive enterprises.

] Possible guidance as to the structure and scope of the
proposed Small Industries Bank.
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° flelping shape plans for further privatization of state owned
enterprises- possible topic areas include assumption of
liabilities, transfer pricing, ownership, control of the
Board and management. :

° The contemplated role of the Dhaka Stock Exchange 1in
distribution of shares in denationalized enterprises, and
the Exchange's capacity to fulfill such functions.

® Establishment in the Bangladesh private sector of a primary
source for the collection/dissemination of hard data for
potential foreign investors.

° The discrimination against multinationals operating in
Bangladesh introduced by the new industrial policy of 1986;
UK representatives are trying to get the Govermrient to
recognize the inequities, but it may be that they could use
support (presumably in such event, the U.S. Embassy would
have the lead role).

Finally, it seems that every donor organization is trying to
establish a particular nitch or intervention point for its Bangladesh
private sector strategy. We would suggest that AID point for a
program focus on guality: that the initiatives and institutions with
which AID is associated have the capacity to establish leadership and
respect. Those are attributes the private sector needs and wants.

D. Private Sector Role

The constraints on the private sector and its utilization as the
engine of development are formidable: few (land, water, natural gas)
exploitable natural resources; very limited purchasing power in the
domestic economy; the absence of a traditional entrepreneurial and
managerial class; continuing post -- independence political
instability; dominance of the bureaucracy and, until recently, public
sector corporations; underdeveloped or unreliable infrastructure.
Lastly, private enterprise suffers from a long-standing reliance on
the Govermnment to do the private sector's thinking (Five Year Plans,
sector investment schedules, etc.).

Other than labor availability and costs, the developable assets
available to the private sector are largely intangible: a common
language, strong cultural identity, absence of serious religious or
racial divisions, good work ethic (leaving union distortions aside).
Most important perhaps, at least over the near term, are the clearly
widespread desire among Bangladeshis with capital to participate in
productive enterprise and the equally pervasive evidence of
entrepreneurial skills and ambitions at the private sector's root
levels.
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Expansion of a responsible and dynamic private sector at this
juncture requires: leadership, information access and networking,
"real world" decision making, and demonstration effects - that quality
inputs lead to quality results.
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X1I. RECOMMENDATIONS

The scope of work calls for development of "a concept paper for a
small project to finance a wide range of studies and technical
assistance to support private sector and privatization activities".
Given time pressures, in lleu of a separate paper there follows a
listing based on report findings and conclusions of possible projects
and intervention points together with recommendations concerning the
future direction of present private sector oriented programs:

° Establish a project to provide technical assistance to the
private sector through the Federation of Bangladesh
Chambers of Commerce and Industry (FBCCI). A full time
advisor would be placed in the FBCCI's Dhaka headquarters
with the resources to bring in short term specialists from
the U.S. He should initiate projects, network with the
private sector, advise on technical and management matters.
Most important, he should establish and maintain a serious
professional approach to project assessment.

He should be assisted by a local-hire experienced and well
conversed Bangladeshi. He should also be provided with
some business "infrastructure" -- personal computers, a fax
machine, a copier, a set of business and manufacturing
reference materials (Thomcat catalogs, D&B directories,
company annual profiles, US Department of Commerce and other
business publications, etc.)

This advisor would be expected to be a "superman" in the
sense that he should be generally knowledgeable in
manufacturing and service operations, have some sense of
costs of operations, have strong business sense, and most of
all have a tough attitude towards "hard-nosed" decision
making and project assessment. His position would be
parallel to the advisor currently resident at IPDC under
German Aid auspices, and his advice and actions would be
expected to have a demonstration effect on Bangladesh in
"proper" private sector decision making. He woula be
expected to "push" the Bangladeshis in thinking up new,
viable projects, and assist them anywhere his talents are
useful. He will be expected to initiate projects, bring in
specialists from the United States and connect Bangladesh
private sector firms to U.S. suppliers, buyers or investors.

® Establish in conjunction with or parallel to the new
Development Management Training project - an umbrella

technical assistance project for the private sector. This
would include:
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-- Training and overseas travel for professional personnel
in institutions such as IBA and BMDC as one element in
attaining standards comparable to similar institutions
in Turkey and Pakistan;

-- Comparable training opportunities made available at
professional and technical staff levels in industrial
and financial enterprises;

-- Provision of software where indicated in support ofi the
above efforts;

-- As discussed in the text, among the financial
institutions that deserve priority consideration in
this context is the Dhaka Stock Exchange, perhaps the
Investment Corporation of Bangladesh and, although it
seems most unlikely at this juncture, the proposed
Small Industries Bank. Development of such a program
should force a decision, inter alia, on AID utilization
of the IESC.

° Commit some financial and organizational support for a pilot
investment information and promotion project directed at the
U.S. business community. Initially, at least, the emphasis
would not so much be on research and creation of new
documentation but on packaging existing information.
Various Government agencies and other organizations, have
for years been preparing such information, and in
substantive terms. Much of it is quite good, but most of it
is lost without a trace (or even a file copy) and the
balance needs periodic updating.

This project would involve two new organizations: The
Bangladesh-U.S. Business Council and the American Business
Council-Dhaka.

° Establish a new post within the Mission of Private Sector
Officer, who would network with project managers within
AID/Dhaka, with other donors and the Government, with USAID
missions in neighboring countries and AID/Washington to
identify, develop and coordinate private sector initiatives.
The PSO should also be provided with a Bangladesh direct-
hire assistant.

° Establish, in cooperation with the World Bank, a pilot
private sector project for the repair and servicing of rural
agricultural machinery (with initial emphasis on pumps and
tubewells). From limited discussions, the basic premise
seems sound; the scope, organization, training requirements,
etc., need much more thought.

° Consider establishing a small Project to create new

information which would facilitate development of the
private sector. The mult.inationals and the top layer of
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local firms (very few well organized firms) can fend for
themselves, but the less organized (i.e., most of the)
private sector is intimidated by officialdom and lacks
information to facilitate networking and business
development. Thus, development of both administrative and
market information would be usefn!. The project could
include (a) compilation of the "rights" of business
enterprises and types of forms and data required for
obtaining permits, financial assistance, customs clearance,
and so forth, and (b) development of a "yellow pages" type
publication which would list business enterprises by type of
activity in principal commercial centers of the country.
This project may be made part of the scope of the FBCCI
project (described above).

With regard to on-going programs, we would recommend:

) Continuing support for BSCIC and the present emphasis for
both staff and BSCIC clients on hard decision making.

° Continuing support for MIDAS with a suggested long-range
objective of reducing its financing responsibilities
relative to other sources of development credits. For the
present, MIDAS is needed as a source of finance, as are its
reputation for integrity and its policy emphasis on labor
intensive and technologically innovative proposals. We
would hope MIDAS can be the premier, quality institution for
private sector small business in cooperation with other
financial organizations, not just as one more
donor -supported DFI.

Regarding policy dialogue, AID effects policy through covenants
and preconditions associated with pProjects. For example, such
conditions in rural electrification, agriculture and fertilizer
Projects bring about desired changes in Government policies which are
¢onducive to private sector development. These projects bring about
the use of market and price mechanisms in the allocation of resources
and remove subsidies which are objectives of AID policies and enhance
private sector development. This form of policy dialogue and
influence in the development of a market economy appears successful,
and we believe should be continued.

Regarding the priority currently given to "employment
generation", the Mission is well aware of its own limitations - and
those of the entire donor community - relative to the magnitude of the
country's problems (in this context: fertility, food and employment).
We suggest that AID proceed with caution in involving itself with
projects (Grameen, for example, as successful as it is) where the
prime objective is employment generation at or below the cottage
industry level. As discussed earlier in broader terms, we strongly
support projects, for example, such as fertilizer distribution which
has secondary employment effects and/or food for work.
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The Experience of Bangladesh

MD. SHAMSUL HAQUE CHISHTY"

. THE EVOLUTION OF THE PUBLIC SECTOR
Pre-Liberatlon Period

The evolution of the public sector in Bzngladesh should be viewed as
2 part of the historical process starting from the days of British rule in
India. In those days, the public sector was mostly confined to administra-
tion znd regulatory functions, fulfilling limited social objectives in the
form of communications, education, health, broadcasting, telegraph,
telephones, roads and railways, transponation, a limited banking facility
and certain defense establishments. The main objective was to serve the
needs of a colonial regime.

After the Britich had left India, Pakistan inherited the same
framework and outlook. The first policy declaration on industry, made in
September 1648, limited the role of the public sector to the ownership of
arms and ammunition, generation of hydro-clectric power, railways,
telephones, telegraph and wireless. The Government. however, reserved to
itself the initiztive 1o develop those industries which could be considered of
national importznce but where private initiative was found lacking. With
this end in view, the Pakistan Industrial Development Corpor-tion (PIDC)
was established in 1952. PIDC was responsible for the promotion of
industries in jute, textiles, paper, heavy chemicals, heavy engineering,
shipbuilding, fertilizer, cement and sugar. It floated shares for its projects
in order to allow private participation. In some cases, PIDC only provided
the foreign exchange or agreed 1o promote and supplement private eater-
prises. Government also developed other public sector bodies, such as the
State Bank of Pakistan (the central bank), the Industrial Finance Corpora-
tion, the National Bank of Pakistan, the Agricultural Develcpment Bank,
the Small Industries Corporation and the Port Trust, to promote or to
facilitate the promotion of the privace sector.

® Secretary, Mininry of Extablishment, Government of Bangladesh. Mr. Chishty was former-
ly Secretary, Ministry of Jute aud Texciles.
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PIDC was bifurcated in 1362 — the East Pakistan Industrial Develop-
ment Corporation (EPIDC) to take care of the industrialization of the then
East Pakistan, and the West Pakistan Industrial Development Corporation
(WPIDC) {or West Pakistan. EPIDC played a pioneering role in the
industrial development of the erstwhile East Pakistan, now Bangladesh.
Up to the period of liberation, it set up 74 manufacturing units either by
itself or in association with the private sector. The list included investments
in jute, textiles, paper, fertilizer, chemicals, pharmaceuticals, ship-
building, engineering, sugar, steel, electrical machinery and equipment,
machine tools and diesel engines.

EPIDC became the major instrument of the Government policy of
creating a class of entreprencurs from amongst the Bengali small trading
class. It pursued the strategy followed by PIDC of pioncering joint ventures
in collaboration with Bengali entrepreneurs to set up jute mills and then
divesting its projects to this class. This was not, however, an casy job.
Apart from the dearth of a sufficient number of Bungalees with adequate
business experience who dared to move into irdustrial ventures, there was
adearth of capital to participate in the joint ventures. In its efforts to build
up local enturepreneurs, EPIDC received support from the existing
Government-controlled financial institutions, namely, the Industrial
Development Bank of Pakistan (IDBP) and the Pakistan Industrial Credit
and Investment Corporation (PICIC). EPIDC helped with pians and
designs and the construction of jute mills, and also in the selection of
mazchinery. The most substantial help to a project would allow a capital
structure with a maximum debt/equity ratio of 70:30. The debt was to be
covered by a foreign exchange loan advanced to the project by the finan-
cial institutions in order to finance the cost of the machinery. However,
this ratio was relaxed in some cases where the equity share of the owner was
as low as 7.5 per cent of the total investment. To set up a jute mill, an en-
trprencur was rot always required to come forward with cash. After
EPIDC had accepted him as a partner, he could go to a commercia! bank
and ebtain a bank guarantee to cover his portion of the equity, the
guaraatee being provided against paper pledges of real estate and jewelry.
Commercial banks did not hesitate to provide such guarantees when the
entreprencur was going to be put into the management of a 250-loom jute
mill worth about Rs 20m.

Apart from building up a Bengali class of industrialists, EPIDC also
followed the policy of divesting those enterprises it had established. Such
efforts were not very successful because of the lack of local entreprencurs
with the requisite finance. As a resuit, EPIDC divested only one cotton
mill, onc sugar mill and two jute mills in the years before liberation.
EPIDC offered a capits* structure with a debt/equity ratio of 60:40. The
buyer, was to put up 40 per cent while the remaining 60 per cent was to be
underwritten by a consortium of financial institutions mobilized by ¢he
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Investment Corporation of Pakistan (ICP), another public sector enter-
prise. The financing institutions were to offer their shares to the public in
course of time. At the time of liberation, EPIDC controlled about 34 per
cent of the fixed asscts in the modern industrial sector of the East Wing of
Pakistan.

Post-Liberation Perlod

When Bangladesh became independent on 16 December 1971, there
was no planned arrangement for the smocth transfer of power in view of
the fact that the country was libzrated through a bloody war. The change
had & significant impact on the politicsl, administrative and economic
conditions of the country. The extent of dislocation of public administra-
tion and the economy was determined by the degree of dependence of the
erstwhile Government of East Pakistan upon the Government of Pakistan.
Before liberation, the former was mainly entrusted with exccutive func-
tions. The major policies regarding preparation of the national budget,
annual development program, mobilization of internal and external
resources, were within the domain of the Central Government. In the field
of oreign tiade, the details of commercial policy were laid down by the
Central Government, although the Provincial Governments were consulted
before these were framed. The arczs where the Provincia! Governments
had a major degree of autonomy were agriculture, health, transport,
power, housing, education and industry (within certain limitations).

In the field of banking and insurance, the State Bank of Pakistan was
located in West Pakistan and made all the policy decisions including the
control of foreign reserves and domestic monetary policy. The commercial
banks, which were moatly sct up at the initiative of the West Pakistanis,
naturally had their head offices there. The same applied to the National
Bank of Pakistan, the first coramercial bank to be set up on Government
initiative in Pakistan. Only two banks were set up on the initiative of Ezst
Pakistanis — the Eastern Banking Corporation and the Eastern Mercantile
Bank. Their head offices were located in East Pakistan but they accounted
for only 16.6 per cent of the deposits with the commercial banks. The ma-
jor insurance companies too had their policy-making head cffices located
in West Pakistan. Of the insticutions which provided credit to the
industrial sector, only the Industrial Deveiopment Bank of Pakistan
(IDBP) had its headquarters in Dhaka, where it was shifted just two years
before independence. The head offices of other similar institutions like the
National Investment Trust (NIT), the Equity Participation Fund (EPF),
ICP and PICIC were located in West Pakistan.

In the field of industry, the bulk of investment and output was in the
private sector. An estimated 47 per cent of the fixed assets in the modern
industrial sector were controlled by non-local entreprencurs. Thus, when
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Bangladesh became independent, in addition to the problem of finding
the right type of personnel to run the country’s administration, there was
also the question of establishing national contro! over the economy. The
most serious problem lay in the financial sector whose policy and decision-
making offices were all located in West Pakistan. There had been a
ncg]igiblc number of Bangladeshis working at the policy or decision-
making levels of the Central Government. Consequently, on in-
dependence, both institution-building and policy-making had to be car-
ried out from first principles and experience acquired on the job.

Independence created a very big problem for the private sector. The
entire industrial sector, much of which was owned by non-locals, came to a
halt. The Government had to step in to fill the vacuum created by the
departure of the Pakistanis. The vacuuin thus led to a major expansion in
the public sector’s activities. Afier liberation, public enterprises in
Bangladesh could be grouped under four categories:

(i) enterprises taken over as abandoned under Presidential Order
(PO) 16 of 1972;
(ii) enterprises nationalized under PO 27 of 1972;
(iii) enterprises vested under PG 29 of 1972; and
(iv) enterprises promoted and set up by PIDC and its successor,
EPIDC.

Immediately after liberation, the Guvernment of Bangladesh passed
the Abandoned Properties Ordinance on 2 January 1972. All properties
classified os abandoned by their owners, including 725 industrial units,
were brought under the Governmen:'s control 2nd management. A large
number of commercial enterprises and private properties were similarly
vested. To manage these abandoned properties, che Government passed
exccutive orders entrusting the management of cach enterprise to a board
of management drawn from the Miuistry of Industries, existing
managerial cadres, workers and outsiders. This arrangement for the
management of abandoned properties did not prove successful. The
Ministry of Industries did not have sufficient suitable perscnnel to shoulder
this responsibility and the running oX the enterprises was usually left to the
other members of the board of management. It was found subsequently
that in some enterprises finished goods and raw materials were sold by the
managements to pay the salaries and wages of the staff and workers while,
in some cases, part of the income went to fill up the pockets of the
members of the management boards. The Government thercfcre dissolved
the management boards and appointed in their places an administrator
for each enterprise. The administrators were persons drawn from the
erstwhile management cadres of the enterprises or recruited from outside.
The selections were not very judicious and in many casez led s
mismanagement.
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It became clear that the ad hoc arrangements made for running the
abandoned enterprises were not proving adequate. So the Ministry of
Industries prepared a working paper in the carly part of February 1972 on
the question of the future management of the abandoned properties. The
working paper categorized the properties under three heads and made pro-
posals for their management/disposal as follows:

(i) large units skould be taken over by the Government;
(ii) medium-sized units should be left to joint ownership with the
private sector; and
(iii) small units should be sold to the highest bidder.

The Government soon debated the ideological issue of whether a
Bengali capitalist class should be built up by divesting to them the aban-
doned enterprises; and whether the Bangladesh Industrial Development
Corporation (BIDC, formerly EPIDC) should set up joint ventures with
them. A large amount of Governmen: resources would in any case be re-
quired since at least some of the abandoned units were to be run by
Bangladeshi entreprencurs who had very limited resources and experience.

The Government also had to take a decision on whether to go ahead
with socialism, as being advocated by an overwhelming section of the
working class, the student community and a section of political leaders, or
to follow a mixed economy as pursued by some of the neighboring coun-
tries. Ultimately, the Government decided in favour of nationalization.
The policy decision was announced on 26 March 1972, the first an-
niversary of the declaration of independence for Bangladesh. The Govern-
ment nationalized all abandoned enterprises with assets valued at above
Tk 1.5m, along with the entire jute, texiile and sugar industries irres-
pective of ownership. The other major sectors which were nationalized in-
¢luded banking and insurance, and the export of raw jute. The policy
declaration of 26 March resulted in the increase of public ownership of
fixed assets from 34 per cent to 92 per cent of modern industry, whilst the
increase in the number of public enterprises was from 53 to $92. Unfor-
tunately, the country was not well supplied with the administrative and
managerial cadres to shoulder the gigantic task of running these institu-
tions, except perhaps in the field of banking and insurance.  Above all,
neither the party in power nor the administration nor the managements
had the ideolegical indoctrination so essential for the success of socialist
institutions.

Il. THE RELATIONSHIP BETWEEN THE GOVERNMENT
AND THE PUBLIC CORPORATIONS

PO 27 of 1972, by which certain categories and sizes of industries were
nationalized or vested, alsc established ten public corporations with a view
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to ensuring the efficient control, supervision, management and coordina-
tion of different groups of industries placed under them. The Order spelt
out the following principles on which the nationalized industries should be
organized and run:

(i) it should be the function of a corporation to control, supervise
and coordinate, subject to any regulation made in this behalf,
the activities, business and affairs of the scheduled industrial
enterprises placed under it, and to establish and develop new in-
dustrial enterprises within its respective field;

(ii) without prejudice to the generality of the foregoing provision,

. the corporation should exercise such powers as may be pra-
scribed in respect of the industrial enterprises placed under it;
(iii) in respect of the industrial enterprises placed under it, the cor-
poration should exercise such powers of the Government as the
latter may by notification in the Official Gazette delegate to the
former; and )
(iv) notwithstanding anything contained in this Order, the corpora-
tion should exercise such other powers and functions as may be
conferred on it by or under any law.

The actual powers which the chairman and the directors of a corpora-
tion should exercise were to be determined and prescribed by the Govern-
ment. These powers had to be codified into ‘rules of business’, defining the
limits of the powers and responsibilities of the Government, the corpora-
tion and the enterprises under the corporation. In the absence of the rules
of business, all powers relating to the operation of public enterpriscs were
vested in the Government, i.c. the Ministry concerned. Since rules of
business were never framed, it led to:

(i) the running of the nationalized enterprises on bureaucratic
instcad of commercial principles;

(ii) delays in decision-making;

(iii) over-concentration of power and responsibility in the corpora-
tions at the expense of the efficiency of the enterprises placed
under them;

(iv) frustration among the managements of the enterprises resulting
in loss of initiative on their part; and

(v) diffusion of responsibility and a consequent inability to establish
accountability for failure.

In order to allow the maximum operational freedom to the public
corporations, the Government uitimately decided to give divisional status
to them. By this time such-precedents had already been established. Four
corporations were given the status of divisions under their respective
Ministries and their chairmen were given the ex officio rank of Secretary.
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There was a move to organize the remaining corporations into divisions
but the process came to a hals after the assassination of President Sheikh
Mujib on 15 August 1975. The new Government rescinded all orders
relating to the change in the status of the corporations and their chairmen.
Thu: the country went back to the earlier system under which the
Secretary of a Ministry was to exercise control and supervision over a
corporation.

The above situation continued until 15 May 1976 when the Govern-
ment laid down guidelines on the relationship between itself and the cor-
porations and between the corporations and the enterprises under them.
Under these guidelines, the responsibilities of a Ministry, in relation to
these autonomous bodies of a commercial nature, were to ensure that the
corporations functioned in such a manaer as would enable them to achieve
the objectives stated in the relevant law, or in any rules and regulations, or
in any policy directives issued by the Government from time to time, The _
relationship between the Ministry and a corporation would be regulated by
the provisions of the respective laws so that:

(i) the functions of the Ministry would be confined to policy-
making, the appointment of chairman/ directors/members, the
approval of budgets, the appointment of auditors and the
review of audit reports, the evaluation of performance, and
such other matters as might be prescribed in the relevant laws,
rules and regulations; and

(ii) the functions of a corporation would be confined to its smooth
and efficient operation, within the limits of the respective laws,
rules and regulations; and

(iii) the corporation would submit periodic performance reports in
such a form. _s might be prescribed by the Government.

The relationship between the corporation and its enterprises was to be
regulated by the provisions of the respactive laws so that the functions of
the corporations were confined to supervision and coordination, and to en-
suring the smooth and efficient operation of the enterprises. The enter-
prises would submit performance and other reports to the corporation
periodically in such a form as might be prescribed under the rules and
regulations. The relationship between the Government and the corpora-
tions was further claborated in a Resolution of the Cabinet Division of
24 July 1983, the main features of which, inter alia, were:

(i) the Ministry/Division would exercise only such supervision and
control over the autonomous and semi-autonomous bodies
under it as were assigned to it under the relevant law and were
necessary for ensuring financial discipline and accountability in
the management of such bodies. The Ministry. Division would
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refrain from interfering in the day-to-day management of these
bodies and should limit its control within the ambit of the law;

(ii) the administrative Ministry would scrupulously respect the
operational freedom of the corporations, autonomcus and semi-
autonomous bodies, by abstaining from directly dealing with
any functional matter; and

(iii) a system should be developed for ensuring accountability in the
management of the public corporations and enterprises
without, at the same time, putting undue constraints upon their
operational freedom.

ill. PRIVATIZATION POLICY: 1972-82
March 1972 — August 1973

The nationalization policy of 1972 did not clearly define the role of
the private sector except by implication. It specifically excluded private
enterprises from the jute, textile and sugar industries, the raw jute export
trade, and banking and insurance. After a lot of discussions, the Govern-
ment recognized that a limited private sector could play an important role
within a planned framework. However, the role of the private sector was
restricted to small-sized industry. The main features of the private invest-
ment policy as envisaged by the Government in 1972 were as follows:

(i) private enterprises would be allowed to grow up to a size of
Tk 2.5m in terms of assets and up to Tk 8.5m with reinvested
profits;

(ii) there would be a moratorium on nationalization for ten years
for existing units of up to Tk 2.5m;

(iii) industrial enterprises which were continuously incurring losses
or were under-utilizing installed capacity due to mismanage-
ment would be nationalized; and

(iv) preference for new industries would be given in areas where few
or no industries were located.

Foreign investment policy was designed to give incentives to operate
and invest where they were most nezded, especially in the areas of
technological know-how. However, they were to be subject to the discipline
of a socialist economic system. The salient features, inter alia, of the policy
then envisaged for foreign private investment were:

(i) foreign investment would be allowed only in collaboration with
the Government which would have 51 per cent of the equity;

(ii) foreign collaborators would provide the foreign exchange com-
ponent of the projects and, if this exceeded 49 per cent of the
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equity, excess foreign exchange would be provided by th.c
foreign investors through loans on negotiated terms and condi-
tions; )

(iii) remittances would be allowed of 5¢ per cent of the net salary of
foreign nationals subject to a maximum of £150 per month per
individual, and also of retirement and termination beneSits;

(iv) there would be no nationalization for ten years and, in the event
of nationalization after ten years, compensation would be paid
on a fair and equitable basis;

(v) sterling tea estates would remain in the foreign private sector;
and .

(vi) foreign collaboration in the private sector would be confined to

licenses and patents, but without equity participation.

August 1973 — Decamber 1875

The industrial investment policy envisaged in 1972 continued until
August 1973. Thereafter, it was reviewed. The revised policy gave greater
scope to private entreprensurs in order to enable them to mobilize intcm?l
resources for rapid industrialization. But industries of basic and strategic
importance, or in the nature of public utility services, would remain ex-
clusively in the public sector. Emphasis was also given to labor-intensive in-
dustries for creating empleyment opportunities and producing essential
commeodities within the country. Some industries were reserved for the
public sector (sce Appendix 1). All other industries not so rcscrvec} were
open to the private sector. The previous ceiling on investment in t'hc
private sector was raised from Tk $.5m to Tk 30m, in view of the large in-
creases in the cost of land, property and capital machinery necessary for
sctting up any sizeable industry.

Foreign private investment was allowed in collaboration with both the
Government and local private entrepreneurs. Foreign participation, both
in equity a..d management, was allowed in projects where the technology
involved was complicated, capital outlay was high and also in industries
which were based on local raw materials and export-oriented. Foreign col-
laborators would generally provide the foreign exchange component of the
project as equity. Remittance and repatriatior: of capital, capitai gains,
and accumulated profit were allowed as before. Allowed remittance of the
salaries of foreign nationals was further increased from £150 to £200 per
month per individual. The period of moratorium on nationalization was
increased from 10 to 15 years. Almost all the multinational companies had
lost their juristic perzonality on independence as they had been located in
West Pakistan. After their registration in Bangladesh under the Com-
panies Act, the title, rights and interests of foreign equity sharcholders
were restituted during 1972-74. The total paid-up equity investment of 19
multinational companies was Tk 422m.
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December 1975 — Mzy 1982

The industrial investment policy was again reviewed in the light of ex-
perience, the higher cost of investment, the galloping inflation following
the oil price hike, and the inadequate response from the private sector.
With a view to accelerating investment in the private sector, the Govern-
ment announced 21 industrial investment policy in December 1975 which
continued until May 1982. Under this policy, private entrepreneurs were
accorded adequate scope and facilities for investment, and efforts were
made to improve efficiency in the public sector. The main features of the
December 1975 investment policy were:

(i) the ceiling on investment in the private sector was further raised
from Tk 30m to Tk 100m. (In September 1978, this ceiling was
abandoned, though investment proposals above Tk 100m would
need the approval of the Executive Committee of the National
Economic Council (ECNEC));

(i) the number of industrial sectors reserved for the public sector
was reduced to eight and ten sectors were put on the concurrent
list;

(iii) rather than there being a restricted time period during which
assets would be exempt from nationalization (as in the earlies
investment policy), there would be no nationalization (subject
to a qualification below);

(iv) industrial finance bodies were allowed to participate in or pro-
vide equity and loan capital to private sector industries;

(v) the stock exchange, which had remained closed during 1972-75
because all the industries listed befors liberation had been
cither nationalized and/or abandoned, was reactivated to
mobilize and channel private savings into industrial investment;

(vi) the Investment Corporation of Bangladesh (ICB) was set up in
1976 in order to provide bridging finance and underwriting
facilities to private entrepreneurs; )

(vii) with a view to bringing unutilized funds into productive use and
to facilitate the purchase of divested abandoned enterprises, it
was allowed that those who disclosed unutilized funds could use
them for new investment or to purchase abandoned enterprises
without any questioning by the Government; and

(viii) industrial enterprises which had been taken over as abandoned
units and placed under various public sector agencies for
management should be divested to private entrepreneurs.

In the light of the Government policy of divestment of specialized tex-
tile and jute mills, a number of such abandoned nationalized units were
returned to their former Bangladeshi owners or sold in the absence of such
owners. In compliance witl. this decision, all the six jute yarn mills were
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returned or divested. This provided a great encouragement to €n-
trepreneurs, so much so that by the middle of 1983, 39 new jute yarn ml.lls
were sanctioned with a tota! capacity of 82,009 tons. Of these, 29 units
have gone into production with a capacity of 69,509 tons. -

In order to promote and protect foreign private investment, t}.lc
Foreign Private Investment (Promoticn and Protection) 'Act was pas_»scd in
1980. This accorded fair and equitable treatment to foreign private invest-
ment which would enjoy full protection and security in Bangladesh.
Foreign investors would enjoy no-iess favorable treatment .than fhat ac-
corded to private investment by citizens of Bangladesh. Foreign private in-
vestment would not be expropriated or nationalized except for a pub‘llc
purpose against expeditious payment of adequate compensation 'whxch
would be freely transferable. Repatriation of capital returns Sncludmg re-
tained carnings would be granted, except for deferment in circumstances
of exceptional financial and economic difficulties.

IV. PRIVATIZATION SINCE JUNE 1882

The New Industrlal Pollcy

The present Government, after coming to power in‘ March 1982,
reviewed the periormance of the public corporatiox:ns. It decided to make a
major break with the past because of the inherent problcn'ls ) of
bureaucratic control, the lack of proper accountability, the contradxcu?n
between social justice and commercial considerations, and the financial
constraints from which many of the enterprises werz continuously suff.cr-
ing. In order ‘to provide a new dimension and greater thrust to the in-
dustrialization of the country’, the New Industrial Policy (NIP) was an-
nounced on 1 June 1982. The main objectives of NIP were to ?xpand the
private manufacturing sector and to limit the roie of the public sector to
the establishment of basic, heavy and strategic industries. The sectors o
industries have been classified into two lists: the Reserved List (Appcnd.u
2) and the Concurrent List (Appendix 8). The six industries mentioned in
the Reserved List are rescrved for public sector investment. The Concur-
rent List covers sectors where both public and private investment can.takc
place. All industries not included in the Reserved List are open to private
entrepreneurs who may set up enterprises in collaboration with foreign in-
vestors and/or public corporations. In appropriate cases, the management
of enterprises with a public majority stake can also be given to private en-
trepreneurs with minority sharcholdings. .

A large number of incentives ard concessions for investors have been
provided for the first time, cuch 25 protection against exchangf: rate fluc-
tuations znd notional payricnts of dur~ on imported raw materials E:scd by
the export-oriented industries. Other important incentives include
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adequate tariff protection for domestic industries, lower rates of interest
(1 per cent less than the normal rate) for industries in less developed areas
and export-oriented industries, the exemption of royalty and technical
know-how fees from income tax, and excise duty and income tax rebates
for additional production and exports.

Over the years, it was found that the public corporations had little
time to take up a promotional role to plan for the establishment of new
industries as most of their time was taken up in the management of the
industries entrusted to them. Further nationalization of industries and the
limitation on the role of the private sector dic not prove beneficial as the
country was denied the resources and the dynamism of the private sector,
with the result that industriai progress was greatly retarded. In order to
improve the investment climate, the Government, therefore, embarked
upon a major divestment process. The public corporations would then
have sufficient time to concentraic on planning new industries in areas
where the private sector was'not coming forward.

In order to achieve the objectives of NIP, the scope of the earlier
privatization policy has been further widened in the following directions:

(i) reductions in the size of the public corporations by the divest-
ment of abandoned/vested enterprises in a phased maaner,
irrespective of their profitability;

(ii) divestment of enterprises established by the corporations with
their own resources or Annual Development Plan (ADP) funds
where such units are found to be incurring continuous losses or
are not able to compete with the private sector;

(iii) the offering for public subscription of up to 49 per cent of the
shares in enterprises managed by the public corporations or
operated by ICB in order to reactivate the stock market and
raise additional equity capital; and

(iv) the return of nationalized jute and textile mills to their former
Bangladeshi owners/sharcholders in order to improve the
investment climate and promote confidence in the minds of
prospective entreprencurs.

The NIP places great reliance on local and foreign private initiatives.
Adequate fiscal and other incentives have been provided to private en-
trepreneurs. Foreign private investment is encouraged, in conjunction with
both the public and private sectors, in almost all sectors, particularly the
industries indicated in Appendix 4.

In order to encourage tke transfer of technical know-how and
technology from foreign investors, the Government has identified 84 in-
dustries for technical collaboration so as to create new product lines and
expors. Payments of royalties 2nd technical know-Low, engineering ser-
vices, and technical assistance fees have been assured. The Foreign Invest-
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ment Cell has been set up under the direct control of the President and the
Chief Martial Law Administrator in order to expedite the process of
sanctioning foreign investment. All proposals for foreign investinent, both
under joint ventures and other forms of collaboration invalving the
perticipation of foreign and lezal investors. are received directly in the of-
fice of the Minister for Industries or by the Director-General, Ministry of
Industries. ‘One-stop-service” has been initiated to facilitate the processing
of private investment proposals, including those involving loans, and also
to afford the necessary guidance to foreign investors, starting from pre-
investment counselling to assistance in surmounting post-sanction
problems. The investors are thereby relieved of the task of visiting various
offices to obtain the necessary sanctions.

With regard to the private sector, NIP has concentrated on: the
simplification of industrial investment sanctioning procedures and import
licensing; the fixing of time-limits for sanctioning and disbursement of
loans; the decentralization of sanctioning powers; improvements in the
terms of debt-servicing; the categorization of fiscal incentives on the basis
of developed and less developed areas; and operational coordination with
financing institutions. As has already been discussed, one of the prominent
features of NIP was the privatization or divestment of enterprises managed
by the various public corporations. There are two categories of such enter-
prises, namely, nationalized industries and abandored/vested enterprises.

Natlonallzed industries

In order to create a favorable investrnent climate and establish con-
fidence in the minds of prospective entreprencurs, the Government decid-
ed in principle to return the Bangladeshi-owned jute and textile mills to
their previous owners. The modus operands for the return of the units, in-
cluding verification of the claims of Banglad=shi owners, was to be worked
out subsequently. In doing so it would have to be ensured that the sale of
jute goods in foreign markets was not adversely affected. For the im-
plementation of this policy, the Government set up a Working Group o
work out the details. The first question to be sorted out was identification
of the mills formerly owned by Bangladeshis. On the basis of the Working
Group's recommendations, .the Government accepted the following
criteria for such identification:

(i) mills not declared abandoned after 16 December 1971;
(ii) mills in which Bangladeshis held a majority of shares;
(iii) mills in which Bangladeshi promoter-shareholders held less than
) 50 per cent of the shares but in combination with the shares
held by the financial institutions as undeiwriters were in the
majority; and
(iv) mills in which Bangladeshi sharcholders were in the minority
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but had undertaken management. Shareholders who were
holding less than 51 per cent of the shares but who would now
like to buy up to 51 per cent in order to take control of manage-
ment would be allowed to do so, provided their original
shareholding had not been less than 30 per cent.

The next step was to negotiate the terms and conditions for the
transfer of the mills to the former owners/shareholders. This was a very
time-consuming exercise. Initially, the former owners were not willing to
shoulder the burden of liabilities incurred between the date of nationaliza-
tion and the date of transfer. However, after prolonged negotiations and
intervention at the level of the minister and the President and the Chief
Martial Law Administrator, the former owners agreed to take over all the
liabilities along with their existing terms of repayment. The detailed terms
and conditions of transfer .31 be seen in Appendix 5.

Before starting the process of privatization, the Government, under
the Nationalisation Order 1972, formed an interim board of directors for
cach mill comprising between 5 and 9 directors, depending on the size of
the enterprise. Their tasks were to verify and determine the title and na-
tionality of the former owners/strarcholders and their legal heirs or suc-
cessors; to take physical inventories of all property, assets and stock-in-
trade; to verify the deposit of share money in designated banks; to execute
instruments for the transfer of shares; and to hand over the management
of mills to new boards of directors elected at extraordinary general
meetings of shareholders from amongst the former shareholders under the
provisions of the Companies Act 1918. Once all of these tasks were com-
pleted, the interim boards of directors were dissolved immediately, after
handing over the management of the transferred mills to the new boards.
Under these arrangements the Government privatized 33 jute mills ac-
counting for 88 per cent of the total production capacity, and 27 :zxtile
mills with 45 per cent of the spirning and 57 per cent of the weaving
capzcity. The whole process of privatization was completed within a year.
The Government has also recently sold four textile mills through sealed
tenders.

Abandoned/Vested Industrial Enterprises

Many industries, tiny, small, medium and large, were abandoned
after the liberation of B:ngladesh, due to the emigration of their owners.
Organizationally, they were sole proprietorships, ‘partnerships or joint
stock companies. In some cases of partnerships or limited companies, some
persons later claimed shares as partners o: sharcholders. These enterprises
therefore had to be categorized as cither partly or fully abandoned, in rela-
tion to the laws on title and ownership, and the right of preemption.

The processing of the privatizat: - of abandcned enterprises has been
made through the following forums:
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(i) thz Tender Commitzee (to open and examine the validity of
tenders);

(ii) the Scrutiny Committee (to verify the title and nationality of the
former sharcholders/co-owners);

(iii) the Working Group on Disinvestment (to examine the valuation
of the property/assets/shares of fully-abandoned enterprises; to
examine the valuations of shares claimed by Bangladeshi
former owners, ané worked out by independent finms of
chartered accountants; and to make recommendations to the
Disinvestment Board); and

(iv) the Disinvestment Board (the highest and final decision-making _
authority in respect of divestment and all important ancilliary

Tnatters).

A floor price call=d the ‘National Reserve Price’ (NRP) is worked out
for each enterprise put on sale by public tender. The NRP is taken asa
basis for considering whether to accept the bids made by the prospective
buyers. An enterprise is sold at its NRP or at the quoted price of the
highest bidder, whichever is the higher, other things being equal. The
successful bidder pays the sale price in instalments. Before the documenta-
tion for the transfer of an enterprise is complete, the buyer has to make a
down payment on the sale price — 25 per cent for an enterprise situated in
developed areas (Dhaka, Khulna and Chittagong) and 20 per c'cnt.for an
enterprise located in less developed areas. The balance remaining is paid
in three equal annual instalments for the developed areas and four equal
annual instalments for the less developed areas. The payment of
instalments begins after a lapse of 24 months from the date of execution of
the Deed of Agreement for sale. Interest charged before 1982 on the un-
paid sale price has been waived.

V. THE PERFORMANCE OF THE PRIVATIZED SECTOR

The majority of the privatized mills have been back under the
managements of their former owners for less than two years and only one
full year's performance record is available. The period is thcrcfox:t too
short for a fair assessment and comparison with their performance in the
immediate pre-denationalization period when most of the broad loom
mills in the jute sector were in any case laid off beczuse of market con-
straints. The year before the present Government came into power was also
marked by continued labor troubles. To make a fair compari:f»on bcthccn
the public and private sectors, at least four or five years' experience will be
required.
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However, since the return of the mills to the private sector, a sense of
competition between public and private sector mills has been evident.
Formerly, in the absence of a competitor, it was difficult for the Govern-
ment to properly evaluate the performance of the public sector. Now the
managers of the public sector mills are conscious of the constant efforts
being made by the private managements to improve and increase their
efficiency. This consciousness has led to an improvement in the perfor-
mance of the public sector mills.

Jute Industry

Because of frequent fluctuations in the overseas markets for jute goods
since 1972, it is difficult to compare performance of jute mills in their
nationalized and denationalized periods. Production in the mills is pro-
grammed according to overseas market demand zince about 92 per cent of
the manufactured goods are exported. However, the one year's perfor-
mance figures for 27 jute mills for majer products show an improvement of
about 10 per cent over their previous year's production. The mills suffered
a net loss of Tk 114.19m in 1982, but during the year 1983, after privatiza-
tion, they earned a net profit of Tk 55.28m. Thus, tkere was an overall in-
crease in return of Tk 169.4m. However, in order to be fair to the public
sector, it should be said that 1983 was a good year for the jute industry as a
whole, and the public sector mills also did well financiaily, earning a profit
of Tk 10i.68m and contributing Tk 50m to the national exchequer. Un-
fortunately the industry’s profitability during the current fiscal year (July
1984-June 1985) will be serigusly eroded because the price of raw jute has
risen by more than 200 per cent over last year's average price.

Textile Industry

Table 1: Comparison of Textile Miils’ Performance

i Increase

1982 1983 over 1982
Production
Yarn (m. lbs.) 34.89 : 36.80 7.01%
Cloth (m. yards) 25.99 27.48 5.72%
Finances (m. taka)
Profit/(Loss) (97.22) (28.29)
Overhead expenses 90.39 30.50
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The performance of 23 transferred mills during the first year (1988) of
management under their former owners compared to that under public
corporations in 1982 is shown in Table 1. Ten mills actually made a profit
of Tk 40.06m in 1983. However, the overall performance shows that the
profit genecrated was far from adequate to pay off all the outstanding
liabilities.

It may be mentioned that the textile industry is almost wholly depen-
dent on imported raw cotton. The failure of cotton crops in major produc-
ing countries in 1983 resulted in high raw material costs in that year.
There are also problems of power supply and labor agitation. Never-

. .theless, there are indications of better performance in future if the

necessary inputs including finance are provided, a fair labor-management
relationship is maintained and a balancing, modernization and replace-
ment program (BMRE) for sick mills is undertaken.

Problems

At the time of the return of their mills, the managements found to
their dismay that the loans taken by them from the Bangladesh Shilpa
Bank (BSB) and/or Bangladesh Shilpa Rin Sangstha (BSRS) at the time of
setting up the industries had been infiated beyond all imaginable propor-
tions due to successive depreciation of the taka and the conversion of the
forcign exchange components of the loans at fluctuating rates of exchange,
levy of interest at rates higher than those originally stipulated, and the
charging of penal interest. Such heavy and disproportionate liabilities
created severe financial problems for the mills, It was the view of the
industry that the mills should not be asked to bear the burden of adverse
exchange rate fluctuations in cases where BSB and BSRS did not
themselves have (o bear such a burden. Otherwise, the viability of the units
would be seriously affected. It may be pertinent to mention here that the
transferred textile mills assumed short-term and long-term Joans of about
Tk 1,792.99m; long-term loans from the Government (Tk 264.74m), BSB
(Tk 90.32m), and BSRS (Tk 29.49m), and shori-term loans of Tk
1,408.44m from the Bangladesh Textile Mills Corporation (BTMC), com-
mercial banks and others. Similar liabilities of the 53 transferred jute mills
were Tk §,184.72m. made up of long-term debts of Tk 2,020.81m and
short-term liabilities of Tk 1,164 41m. The major long-term creditors were
BSB (Tk 280.93m), BSRS (Tk 278.29m), and the Bangladesh Bank (Tk
170.02m). The short-term loans were due to commercial banks, the
Bangladesh Jute Mills Corporation (BJMC) and others.

After a careful examination of the problem, the Government
introduced the Exchange Rate Fluctuation Burden Absorption Scheme
(EFAS) in 1983. The Scheme came into force from 1 July 1988, and it
applied to both public znd private sector projects. The borrowers were
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rcquircc.l to exercise their option to join the Scheme by 31 Decernber 1988.
:I'he:' olf_]ccuvcs of EFAS were to protect the commercial and financial
Institutions from the exchange risk on foreign currency term loans, and to
pr?wdc the existing borrowers of long-term foreign currency loans with
relief from the burden of exchange rate fluctuations. For past projects
EFAS Rrovidcd for working out the aet excess exchange risk burden anCi
conversion of a part of the burden into either redeemable preference
shares or debentures by the lending institution. Conversion of the excess
burden would be 60 per cent, 50 per cent and 30 per cent, fespectively,
depending on whether the foreign currency loan was fully disbursed on or
before 2 January 1972, 15 May 1975 (when there was a major devaluation
?f the taka), or after 15 May 1975. The remaining overdues and outstand-
ing loans (both principal and interest) would be suitably rescheduled.

A number of borrowers of BSB and BSRS opted for the above scheme
but many continued to default on their fepayment, thus aggravating the
financial position of these institutions. The Government's policy was to en-
sure recycling of the blocked resources in order to fulfill NIP's objectives.
Consequently, on 19 December 1984, the Government modified EFAS to
provide additional facilities and opportunities. The major features of the
modifications applicable to past loans are:

(i) the excess burden of exchange rar~ fluctuations will be deter-
mined in a straightforward manner as the difference between
the taka liability on the due daze(s) of repayment and the taka
liability on the date(s) of corresponding disbursements of
foreign currency loans;

(ii) all finzncing institutions will follow an identical system of ac-
counting whereby foreign currency loans will be converted, if
not cleared in time, into local currency loans at the rate of ex-
change that prevailed on the due date of payment and inteiest
will be charged at rates applicable to local currency loans on
such date or as may be determined by the Government or the
Bangladesh Bank from time to time;

(iii) for foreign loans which have been converted into grants by the
donors, the outstanding and overdue portions of such loans will
be converted into taka loans on the date(s) such conversion was
made and interest applicable on local currency loans will be
charged from such date(s); and

(iv) to provide incentives to the borrawers to clear their overdues, 10
per cent of the excess exchange burden will be relieved for bor-
rowers who exercise this option by 28 February 1985.

Other benefits under EFAS, namely, the conversion of a portion of
the excess burden into preference shares or debentures at 7 per cent in-
terest and the rescheduling facility for the remaining overdues and
outstandings, remain unchanged.
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Soon after divestment, many of the mills received electricity bills for
arrears amounting to millions of takas but relating to the period when the
units were in the public sector. The Power Development Board (PQB),
responsible for supplying electricity, claimed that this had happened due
tu :ulty meter reading, and the consumption of electricity having not
been correctly recorded by its field staff. Similar bills were also received by
the mills still retained in the public sector. The Ministry of Jute and
Textiles took it up with PDB. After prolonged negotiations, PDB agreed to
grant substantial exemptions and reductions. Unsatisfactory power supply,
however, continues to adversely affect production in the mills whiie PDB
goes on increasing electricity tariffs every year.-

In 1879-80 and 1980-81, when the mills were under the control of the
public sector, they contribited large sums to the exchequer cut of profits.
Now the taxation authority has imposed income tax on the mills, treating
the contribution to the exchequer as profit. The Ministry of Jute and
Textiles has proposed to the National Board of Revenue that the contribu-
tions be treated as payments of income tax or as allowzble expenditure for
income tax purposes.

The NIP laid down that while working out the modus operands for
the return of the jute mills, ‘it will have to be ensured that the sale of jute
goods in forcign markets is not adversely affected’. This showed the
Government’s anxiety to protect the overseas markets for jute goods in view
of the fact that abou: 92 per cent of the products are exported. It was one
of the agreed terms of transfer of the jute mills that all foreign sales made
under barter, tender and sales to government or semi-government agencies
should be channelled through BJMC. To give effect to this condition, the
Government promulgated the Jute Goods Trading Order 1982. A number
of difficulties were faced in practical implementation and the private sec-
tor managements considered it a hindrance to their freedom to market
their products. The Government rescinded the Order two years after its
promulgation. Since textiles have a domestic market, no such clause was
inserted in the transfer agreement for textile mills. Several of the mills are
operating with age-old machinery. As no BMRE program has been under-
taken by these mills, their production capacity has been reduced. As a
resule, the <ost of production has gone up. The Gevernment of Bangladesh
is negotiating a credit with the World Bank/International Development
Ascociation (IDA) for the purpose of embarking on a BMRE program.

Privatization of Banks and Insurance

" Side by side with the privatization of industrial enterprises, the private
sector has been allowed to set up commercial banks so that they can play
their due role in the country's development. So far, six banks have been set
up by private entrepreneurs. There is also foreign participation in three
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banks. In addition, the Government has returned one commercial bank to
the former Bangladeshi sharcholders who had taken the initiative before
liberation to set up this bank. Another bank in which the locals held a
majority of shares is in the process of being divested back to them. The
Government has also decided to allow life and general insurance business
in the private sector. So far, four insurance companies have been allowed
to do general business and two to conduct life business.

VI. FUTURE POLICY

The bold policy pursued by the Government in the privatization of
public enterprises has created confidence in the minds of prospective en-
trepreneurs at home and abroad. This restitution of confidence will be
clear from Table 2 figures of sanctions given to the private sector for set-
ting up industries. Out of 611 units sanctioned in 1982-88, there was
foreign investment in 18 units to the extunt of Tk 224.80m. In 1988-84, the
number of such units was 30 with total foreign investment of Tk 227.60m.

Table 2: Industrial Units Sanctioned

No. of units Total investment . Actual
R . No. of units
Year sanctioned/ sanctioned in producti investment
registered Tk.m. ia procduction Tk.m.

1982-88 611 2,759.70 327 889.30
(uly-June)
1988-84 4,159 6,578.60 1,160 1,247.90
(July-June)

Total 4,770 . 9,538.50° o 1,487 2,187.20

The policy has had a very healthy impact upon the reactivation of the
stock exchange which had been lying almost dormant since independence.
Before July 1982, 24 companies were listed on the Dhaka stock exchange.
Since the announcement of NIP, 30 more companies have been listed
within a period of two and a half years. During 1982-83 (July-June), which
was the first year of NIP, only two companies offered shares for public
subscription, to the value of Tk 7.0m. The amount of public subscription
was only Tk 0.8m, and the balance was subscribed by underwriters.
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People’s confidence in the Government'’s policy was shown in 1983-84 (July-
June) when five privately owned ‘companies offered shares for public
subscription. With the exception of one (where response was to the extent
of the offer), the shares of the other four companies were oversubscribed by
34 per cent to 182 per cent. In 1984-85 (July-December 1984 only), five
companies including three banks offered shares for public subscription.
With the exception of one bank’s shares the shares of the other companies
were oversubscribed to the extent of 9 per cent to 58 per cent. Thus the
value of the shares offered so far since 1 July 1982 has been Tk 325.9m
against which the public response has been to the extent of Tk $88.7m or
18 per cent above the total offered.

The divestment policy has brought substantial funds to the national
exchequer and provided money for further development work. The
Government’s burden of subsidies to the divested units has been substan-
tially reduced. Th=re is, however, another side to this coin. The expecta-
tion of Government revenue being augmented has not been fulfilled. Most
of the new or former owners of the divested units have defaulted on
repayments of the outstanding consideration money, Government loans,
and loans from the financing institutions. On 30 July 1984, the total
payments due from the divested units to BSB and BSRS were Tk 682.6m,
against which they paid only Tk 86.5m. The amounts payable by the jute
and textile industries were Tk 306.7m and Tk 72.2m, respectively.
However, the amounts actually paid were Tk 46.5m and Tk 21.8m. While
some of the owners have genuine difficulties in making repayments, many
are not paying deliberately. As a result, the tws financing institutions BSB
and BSRS, have haidiy any funds to finance projects in the private sector.
It also appears tha: the Government will have to continue giving incentives
to the export-oriented industries, including jute.

The managements of the divested units are also gradually terminating
the services of those workers and staff whom they consider redundant or
inefficient. They are free to do this for the sake of achieving economy and
efficiency but it is creating labor unrest. The working class is demanding a
halt to the process of privatization. Even the President and the Chief Mar-
tial Law Administrator announced at a public meeting that there would be
no further divestment or privatization of public enterprises. This an-
nouncement has not yet been put in black and white. However, it appears
that the Government will allow the managements of the privatized units a
reasonable time to vindicate the wisdom of the policy before embarking
upon the next phase on a zubstantial scale.
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APPENDIX 1

INDUSTRIES RESERVED FOR THE PUBLIC SECTOR

(As per the investment policy announced in January 1973)

Arms and ammunition and allied defense equipment

Atomic energy

Jute industry (sacking, hessian and carpet backing)

Textiles (excluding handlcoms znd specialized textiles)

Sugar

Paper and newsprint

Iron and steel (excluding re-rolling mills)

Shipbuilding and heavy engineering (including machine tools and
assembly/manufacture of cars, buses, trucks, tractors and power
tillers)

Heavy electrical industry

Minerals, oil and gas

Cement

Petrochemicals (fertilizers, PVC, cthylene ard synthetic fibre)
Heavy and basic chemicals and basic pharmaceuticals

Air transport

Shipping (inciuding coastal ships and tankers above 1000 DWT)

_Telephone, telephone cables, telegraph and wireless apparatus

(excluding radio receiving sets)
Generation and distribution of electricity
Forest extraction (mechanized)
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APPENDIX 2

RESERVED LIST

(As per the New Industrial Policy, 1 June 1982)

Arms and ammunition and allied defensc equipment

Atomic energy

Air transport

Telecommunications

Generation (excluding stand-by generation) and distribution of
electricity (excluding rural electrification by Pali Bidyut Samity)

Forest extraction (mechanized)

APPENDIX 3

CONCURRENT LIST

(As per the New Industrial Policy, 1 June 1982)

1. Jute industry (sacking, hessian and carpet backing)

2. Cotton textiles (excluding handlooms, powerlooms and specialized
textiles)

8. Sugar

4. Paper and newsprint

5. Iron and steel (excluding re-rolling mills)

6. Shipbuilding and heavy engineering (including machine tools and
assembly/manufacture of cars, buses, trucks, tractors and power
tillers)

7. Heavy eclectrical industry

. 8. Minerals, oil and gas
9. Cement
10. Petrochemicals (fertilizer, PVC, ethylene, methalon, carbon-black,
synthetic fibre, etc.)

11. Heavy and basic chemicals and basic pharmaceuticals

12. Shipping

18. Appliances and equipment for telecommunica:zion service

Note:

Al sectors/industries not included in the Reserved List (Apperdix 2) are open to
private entreprencurs. .
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APPENDIX 4

FOREIGN PARTICIPATION IN JOINT VENTURES

(As per the New Industrial Policy, 1 June 1982)

New enterprises, particularly those requiring specific technology
available to the foreign investors, which will make an additional net
contribution to the economy, including the training of Bangladeshis
Undertakings in which more intensive use of natural resources is made
Export-oriented industries

Capital-intensive technologies, the products of which will be cither im-
port substitutes or export-oriented )
Exis.ting public or private sector enterprises where an injection of
forflgn capital or technology will mean an increase in productivity and
an improvement in the product

APPENDIX 5

TERMS AND CONDITIONS FOR THE PRIVATIZATION
OF JUTE AND TEXTILE MILLS

GOVERNMENT OF THE PEOPLE'S REPUBLIC OF BANGLADESH
Ministry of Industries & Commerce
Jute Division
Adamjee Court
115-120, Motijheel Commercial Area, Dacca — 2

No. JD/IC/TJM-1/82/ Dated: 27/9/82

NOTICE

Whereas the following industrial enterprises were Nationalised under
the Bangladesh Industrial Enterprises (Nationalisation) Order, 1972 (P.O.
27 of 1972) and all shares in each of these Industrial Enterprises vested in
Government;

And whereas the Government has decided to transfer all the shares of
the aforesaid industrial enterprises;

Now, therefore, in pursuance of the second proviso to clause (2) of Ar-
ticle 4 of the said Order, the Government is pleased to make an offer to the
persons entitled to receive payment of compensation under Article 9 of the
said Order to sell, on the terms and conditions spezified below, shares of
the said industrial enterprises in proportion to their respective
sharcholdings in such industrial enierprises as on the date of
nationalisation.

Names of the !ndustrial Enterprises:

Broad Burlap Industries Ltd.
Mohsen Jute Mills Lid.
S.K.M. Jute Mills L¢d.
Suiltana Jute Mills Ltd.
Mashrique Jute Mills Ltd.
Dacca Jute Mills Ltd.
Ailied Jute Mills Lid.
Noapara Juts Mills Ltd.
Afil Jute Mills Ltd.

Ajax Jute Mills Ld.
Alhaj Jute Mills Led.

[
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12.  A.R. Howladar Jute Mills Ltd.
18.  Alijan Jute Mills Ltd.
14.  Co-operative Jute Mills Led.
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15. Delta Jute Mills Ld.

16. Kohinoor Jute Mills Ltd.
17. Magqbular Rahman Jute Mills Ltd.
18. Pubali Jute Mills Led.

19. Sactar Jute Mills Led.

20. W. Rahman Jute Mills Ltd.
21. Anowara Jute Mills Led.
22. A.K. Khan Jute Mills Ltd.
23. Aleew ju:e Mills Led.

24. National Jute Mills Lid.

25. Star Alkaid Jute Mills Ld.
26. Sonali Jute Mills Ltd.

27.  Ashraf Jute Mills Led.

28. Janata Jute Mills Lid.

29. Quasem Jute Mills Lid.

30. Gawsia Jute Mills Lid.

) In addition to the above, some more Bangladeshi managed enter-
prises are under scrutiny for transfer.

Terms and Conditions Under Which the Transfer is Proposaed

1. ) The Bangladeshi shareholders whose names appeared in the share
register of the company on the date of nationalisation and are entitled te
receive payment of compensation under Article 9 of P.O. 27 of 1972 will
bc.offcrcd such number of shares as were held by them cn that date. The
price charged for each such share will be the same as worked out at the
time of payment of compensation.

2. In cases where the Bangladeshi shareholders held less than 519 of
the sl‘larcs, they will be required to buy additiona! shares to enable them to
acquire controlling shares of 51 % or more, before transfer of management
can take place. While they will be charged the same price per share as
worked out for payment of compensation for the shares held by them on
the date of nationalisatica, the additional shares will be sold on the basis of
revaluation. :

3. The former Bangladeshi shareholders will have to pay in cash for
the shares held by them on the date of nationalisation and now offered for
sale to them. If for any reason some of them cannot pay cash for the entire
value of these shares, they will be allowed to Pay 51% of the toial value of
the shares in cash as a lump sum paymient and the balance amount will be
paid within a period not exceeding 12 months from the date of acceprance
of the offer. Such shareholders will furnish adequate guarantee for the un-
paid balancz, ’
4. The former Bangladeshi shareholders wili be oficizd to buy zl! the

=== shares of the company, in addition to those held by them on the date of
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nationalisation. If some of the shareholders are unable to pay in cash the
full value of these additional shares at a time, they will be allowed to pay in
cash 10% of the full value of the shares and the balance within a period
not exceeding 5 (five) years in 10 (ten) half-yearly instalments. Number of
actual shares transferred will correspond io the payments received. If they
do not exercise the option, those shares may be sold to other private par-
ties. If sufficient response is not received from private buvers, Government
may sell the balance shares to financial institutions like BSB, BSRS, ICB,
Insurance Companies, etc. provided that if any of the financing institu-
tions held any shares in the mills pricr to nationalisation, then those shares
may be transferred to them on the same basis as transfers to the original
Bangladeshi shareholders.

5. If after offer of shares mentioned hereinbefore the Government still
holds shares in the capital of a company, the Government will have the
right to nominate Director(s) in proportion to its shareholding interest in
the company.

6. The former BRangladeshi shareholders who will buy shares from the
Government, will not be allowzd to sell these shares within the period of
encumbrancy without prior approval of the Government.

7. If the Bangladeshi sharecholders default in discharging their
liabilities to the Government, they will be liable to pay oa the defaulted in-
stalments a penal interest at 2% (:wo per cent) above the contracted rate.
8. Before handing over management of the mills, the Government
under P.O. 27 will notify the formation of the first Board of Directors of
the concerned mills. This Board will be a temporary one and it will func-
tion for a period not exceeding one year or till a new Board is elected in ac-
cordance with the Articles of Association, whichever is eariier.

9. All assets and liabilities of the companies existing on the date of
transfer will continue to be the assets and liabilities of the denationalised
companies.

10. The denationalised companies will take over the liabilities to BSB,
BSRS, Commercial Banks, foreign creditors, etc. on the same terms and
conditions as exist at present between the borrower and the lender.

11. BJMC’s loan from Bangladesh Bank and Commercial Banks
against Government undertaking or BJMC's debenrures utilised for dena-
tionalised companies will be pasced on to them on the same terms and
conditions. )

12. Any contract made or understanding arrived at by the mills or on
their behalf by the Corporation either for sale or purchase including claims
will be honoured by the new management of the denationalised
companies.

13. For co-ordination of export saics, a Pricing Committee composed
of representatives of BJMC, denationalised companies and Bangladesh
Bank will be set up in the proportion 3:2:1.
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14. All sales under barter/tender to foreign Government and local
sales to Government/Sector Corporation will continue 1> be negotiated by
the BJMC and allocated to the concerned mills on the basis of loomage.
Common expenses in connection with such sales (including CBC) and
allied functions will be shared proportionately by BJMC and denational-
ised mills. Details will be worked out by the Pricing Committee.

15. Repayment of Government investments (excluding the amount
paid as subsidy) in the Jute Mills proposed for transfer will be the respon-
sibility of the den=:ivnalised companies, part of this amount was in the
form of capital infusion for equity suppert which did not carry any in-
terest. These liabilities will be repaid by the companies to the Government
in 12 years in respect of composite mills and 15 years in respect of broad
loorn units, the rate of interest remaining the same as at the time of initial
investment by the Government.

16. In order to give relief to these iills under the new management, a
moratorium on the repayment of Government investment for a period of 2
years will be given from the date of transfer within the overall repayment
period stipulated in para 15 above.

17. The denationalised companies will take over all officers, staff and
workers in employment in the enterprises on the date of transfer along with
liabilities of service benefits. They will also take over an agreed numbcr of
officers and staff from BJMC iicad Offics and Zonal Offices, likeiy to be
declared surplus after transfer of these mills to derationalised companies.
There will be no termination or retrenchment for one year from the date of
transfer.

18. If the company —

(i) presently defaults in discharging its liabilities to the Govern-
ment, Krishi Bank, Bangladesh Shilpa Bank, Bangladesh
Shilpa Rin Sangstha, Commercial Banks and foreigr creditors
in accordance with the terms and conditiens of the agreements
with them as 2dopted by the company; or

(ii) does not faithfully and diligently discharge its liabilities in
respect of the loans of Bangladesh Jute Mills Corporation taken
from Bangladesh Bank and Commercial Banks against Govern-
ment undertakings and now adopted by the company as its own
liabilities; or :

(iii) docs not observe and perform the terms and conditions of
finances obtained by debentures issued by Bangladesh Jute Mills
Corporation and utilized by the Company ard now passed on to
the compary for observance and performance; or

(iv) does not operate the Mills for any reason which is not beyond its
control;
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the Government will have the right to intervenc in the affairs of the
Company.

Applications (in duplicate) in the follcwing form, from persons will-
ing to buy the shares must rezch within 21 days of the publication of this
notice to Joint Secretary-In-Charge of the Implementation Cell for transfer
of Jute Mills, Jute Division, Adamjee Court, Motijhee! Commercial Area,

Dacca.
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11.

12.

SowNomw

FORM OF APPLICATION FOR SHARES OF
LIMITED

(Name of the Jute Mills)

Name of the applicant :

Present address of the applicant :

Permanent address of the applicant :

Citizenship of ths applicant (Documentary proof in support of
Bangladeshi citizenship to be enclosed) :

Total number of shares issued, subscnbcd and paid up :
Number of shares applied for : e

Total number of shares originally held :

Distinctive numbers of such shares :

Face value and paid-up value of cach share :

Present status of the shares —

(a) Wacther in the possession ¢f the applicant or deposited with the
“Compensation Cell” of the Ministry of Industries & Commerce:

(b) If placed as security with any Bank or Financial Institution as
Collateral, names thercof:

Whether any compensation under Article 9 of P.O. 27 of 1972 has
been reccived for the shares, if so, state wcral smount:

Whether shares claimed as heirs/successors of original shareholders
(if succession certificate obtained, attested copy to be enclosed).

I do hereby declare that the par-
(Name of the applicant)

ticulars furnished in the appiication are correct and for any incorrect par-
ticulars, it shall stand cancelled. I further declare that I shall abide by the
terms and conditions of the transfer of shares prescribed by the
Government.

(Signature of the applicant)

By Order of the
Chief Martial Law Administrator

(M.A. Waheed)
Jcint Secretary
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APPENDIX 2
Industrial Policy, 1986
Industrial Investment Schedule

For
Third Five Year Plan (1985-90)

For
Private Sector

Large and Medium Industries
Small and Cottage Industries
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INDUSTRIAL INVESTMENT SCHEDULE
. FOR
THIRD FIVE YEAR PLAN (1985-90)
FOR
PRIVATE SECTOR
(LARGE AND MEDIUM INDUSTRIES)

MINISTRY OF INDUSTRIES
* (DEPARTMENT OF INDUSTRIES)


















INVESTMENT SCHEDULE
FOR
SMALL INDUSTRIES

1985-90

MINISTRY OF iNDUSTRIES
BANGLADESH SMALL & COTTAGE INDUSTRIES CORPOHATION
137 138, MOTIJHEEL COMMERC;AL AREA, DHAKA-2.
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Alleviation of pc -ty through higher p-¢ “uction and employment generatipn is the prime objective of the Third
Five Year Plan (TFYP) document. In order to achieve (s objective Govt. has recognized the industrial development
side by side with agriculture as an important effective tool. The Industrial Policy, 1986 has rightly manifested the
commitment of the Govt. for an accelerated g: owth of an industrial structure with mare spontaneous participation of
private sector. The Smail and Coitage Industry (SCI) sector has been given its appropriatc place in the Industrial
Policy, 1986 through deciaration of the sector a5 a “Priority sector” in order 10 provide adequate resource allocation and
priority treatment for jts emancipation. The salient features of the Industrial Policy, 1986 in respect of SC! sector are;

- Declaration of the sector as a “Priority sect:.;";

- Opening separate window in the financial institutions and ccaimercial banks for financing small and ccttage
industries;

- Setting apart 2 definite perczntage of resources by the financias institutions and ban’:s for the SCI sector H

- Debt-equity ratio of 80:20 o provide support to small entrepreneurs;

- Provision for setting up a small entrepreneur’s credit guarantee scheme under joint sponsorship of BSCIC and
Sadharan Bima Corporation;

- Income tax ‘rebate in less 2nd least developed areas linked to production;

- Allocation of fund for sick small industries and for supporting subcontracting;

- lrrespective of debt-equity ratio and areas, the rate of interest will £2 10%.

Apart from the above the SCI sector has been provided special incentives and other benefits like tax hcliday,
reduction of impont duty on machinery and equipments for setting up new industry and for BMRE 10 2.5% advalorem
for the SCI in less and least developed arcas and also in BSCIC Industrial Estate, and exemption of income tax for
all income arising from export of handicrafts. The Industrial Policy, 1986 has thus defined the Govt. commitments
without any zmbiguity and help create a congenial condition for fostering the growth of the SCI sctor which aims at
increase of production and harnessing natural resources and thereby increase its contribution to GDP and creation of
gainful employment on continucus basis. :

Bangladesh Smail and Couage Industries Corporation (BSCIC) being the prime-mover arganization in the public
sector entrusied with the responsibility of promotion and development of small and cottage industries in the country
is one of the major implementing agencies of the Industrial Policy. In order to translate the policy into action and
help the beneficiaries, BSCIC interalia has published this Investment Schedule for Small Industry (1SS1), keeping in
view the objectives and strategies of TFYP vis-a-vis Industrial Policy. ISSI contains a "Prierity List” of industries
for promotion during the TFYP period and a "discourage list of industries™ to wam the potential investors/finaacisl
institutions against investment in such sectors for non-viability and over subscription.

BSCIC has published industrial profil> Vol. I and Vol. 11 containing information about one hundred industrial
enterprises and more such profile will be made public in due course of time. Marketing reports on some selected
products are available. Simultancously marketing rescarch is continuously persued. -

No formal permission o the Govt. will be required to set up industry with own resources. However, the
enurepreneurs / financial institions shall be required w0 seek permission from BSCIC for setting up of zmall
industries in the discouraged kst . Projects having raw materials content of more than 5C% in value shall be referred to
the Invesyment Board if not financed from own resources.The SCI enuepreneurs will register their industrial
enterprises with BSCIC for availing of the Govt. inputs and regular post inyestment counselling inclading
consultancy services of BSCIC.

BSCIC will also act as the co-ordinating agency for promotion 2nd development of smaii industry. All
sanctioning agencies will send to the BSCIC monthly report regarding approval of small industrial units. The
BSCIC will make periodic evaluation of sanction, monitor progress of imp'ementation thereof and submit evaluative
reports (o the Department of lndustries. We consider that this Igvesiment Schedule for Small Industry (ISST) will
be helpful for the entrep 5" to help lerate industrial development in the country and generate employment:

“and income as envisaged in TFYP.

7/
(Mushfequr Rahman )
Chairman,
Bangladesh Small & Cottage
Industries Corporation
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Bicycie Parts including Raller Chain.

Electrical Transmission and Distribution Equipmeni and Structures.
Transport Equipments.

Scientilic and Precision Instruments.

L. P. G. Cylinder.

Eleciric Motors above 20 H. P. and Turbine Pumps.

Non-emous Metal Foundries (refiri~g and rofling )

Meters.

F. Electric Indusiries:

)

D)
)
)
v)

LIST OF INDUSTRIES WHICH WILL BE DISCOURAGED FOR SANCTION BUE T6 OVER

Radio and T. V. Spare Parts and Components.

Switch Gear, Transformer (abave 500 KVA)and its Parts

Maters (except KWH elactric meters)

Circuit Breakers, Adaptors, Carbon Resistors, Electronic Calculator etc.

Interphase Cablas, Printed Circuit Boards/Memory BoardslPower Supply Boards/
Digital Boards/Converter Boards etc.

CAPACITY OR UNOER UTILISATION OF CAPACITY.

GROUP

No o awN

10.

1.

12.
NB.

I : Agro-based Industries.

Automalic Rice Milt

Cigarettes

Cold Storages

Deep Sea Trawiing

Distillery

Edble Oil Refining and Hydrogenation

Sugar Mills

GROUP 1) : Speclalised Jute Products

Jute Yam and Twine

Jute Cerpets

GROUP lil : Forest Products and Allled Industrias.

Woaden Tea Chest.

GROUP IV : Tannery, Leather and Rubbsr Products.

Tannery (for wet bla)

GROUP V : Chemicals, Pharmaceuticals and Allled industries.

Safety Matches. ' T

Provided that Indusiries In this list may be considered for sanction In less/least
Gevelopad areas i localised demand and specific localised advantage Is established.

St. No.
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19.

3

CONTENTS

Nams of the sub-secior
GROUP : 1. FOOD & ALLIED INDUSTRIES.
Dehydration of Frults & Vegetables
Procassing & Preservation of Fish inclucing Smoked & Dried Fish
Salt Procassing including lodlzing
Oll Mill (except refining & hydroqenalion)
Coco Chocolate & Sugar Confectionery
Honey Refining
Khandaswari
Cigar, Cheroot & other Tobacco Products
Misc. Food Preparation
Wheat & Grain Miling
Dalry Processing
Processing & Preservation of Frults & Vegetables
Rice Miling
Salted & Sweatened Cashewnut
Vinegar
Spices Processing
Biscuits & Bakery (comi non sub-sector)

Pouttry Farming & Poull y Products (common sub-sector)
. Cold Storaga (common 1 ub-sector) :

GROUP : ll. TEXTILE INDUSTRIES.

Handloom

Haslery & other Knltted Goods

Indusiries based on Textie \Vaste

Teps, Lece, Brald & Webbing .

Sericutture Resling, FRature including Ericultury
éonon Ginning

Twisting

Non-mnechanized & Saml-mechanized Textile
Dyeing, Printing & Finishing

Spooling & Threar! Ball Manutacturing

Fishing Twine & Net

+ Speclalized Textié (synthetic) (common sub-sactor)
Speclalized Textds (cotion) (common sub-sector)

322 > Weaving by Ordinary Powericom{common sub-secior)

w :

T8

Roadymada Gaments (common sub-sector)

]
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St. No.

103.  Light Engineering Workshop
104.  Aluminium & other\Non-lerrous Mstal Utenslis & Enamelled Wares
105.  Cast lron Foundry
106.  Gas Appliances excluding Gas Cylinders
107.  Nuts, Bolts, Screws & Washers eic.
108.  Huricane, Lanlem & Stove
109.  Automnoblle Servicing & Repalr Shop
110.  Office Stationery
111, Insecticide Duster & Sprayer
112.  Educational Instruments
113.  Vdire Drawing & Wire Products
114, Paper Pin, Stapler Pin & Gems Cp
115, Steel Fumitures & Fixture
116.  Sanltary & Bathroom Fittings
117. P.P.Cap
118.  Stainless Steel Cutleries
119. . Agricutural Machinery, Tools & Equipments {common sub- sctlon)
120. Electrical Appliances, Accessories & Filings (common sub-secton)”
121. . Scientific Precision Instruments inciuding Survey Instruemnis & -
Laboratory Equipments (common sub-sectét] -
122. - Hand & Small Tools (common sub-sector) .
123..] Electronic Hems
124.  Die Casling
125. ©  Misc. Fabricated Metal Produds N, Ec
126.5 Metal Confainer (common sup-secior)
127. - Misc. Machinery & Equipments (common sub-seclor)
128:8  Textile & Jute Ml Machinery, Parls & Accessories (CoomTon sub-at
129. C.l. Sheet
'?  GROUP : X. MISCELI ANEOUS INDUSTRIES.
130. CrownCork
131.  Artifical Sewellery & Related Goods
1320 Musical Instruments
1337 Optical Goods (optical frame & fittings)
134 Umbrela & ks Fitings
1355 Buckles & Eyelets
1383 \AdhqqyoTipe
13780 Nal Cutter
138 Brushes all Sors
mﬂ ‘Coconut Colr Products
uo.s‘t Ban Pph'l Pen.  on

AN

Page -
103

104 ¢

105
106-
107
108

- 109
110
111
112
13
14
1153
16 -
117 -
118\
119 "
12012
L]
i21

11228

1235
1248
125.8
1268
1278,
12638,
12930

e
130 ./
131 3>

132189

13372 .
134981
135782

1365@€2-
137<4 .
1380@% -

1391GE

1401018

Si. No.

141,
142.
143.
144,
"145.
145.
147.
148.

149.
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1"
12

13.
14,
15.
16.
17.
18.

18.

o1

Sage

4

i:":am 142
Pen, Pencil & other Olfice Stalnery & Antist Materials’. 143
Button all Sorts ::;
Sports Goods afl Sors ' . .
Industries based on Slaughter House Waste

Uvestock & Poultry Feed (common sub-secor) 147
Zip Fasteners 148
GROUP : X1. INDUSTRIES HOT ELSEWHERE CLASSIFIED.

Industries not Elsewhare Classified ' 149

SUBCONTRACTING LIST

Spares and Cotmponents for Engine (upto 20 hp) anc Pumps 150
Spares &nd Camponents for Bicycie, Motor Cycle and Rickshaw 15¢
Spares and Components for Fans and Fan Motors 152
Gparas and Components for Jute Ml Hachineries ::3‘
Spares and Componants for Textile Ml Machinerigs .

eriss
Scama and Components for WOﬁshop ‘Machi
Components for the Machinerias of Chemical Plants and ks Fnbdwbn 156

3 and
Z:::: acd Components fur the Machineries of Sugar and Food industries 157
Spares ang Components for the Machlnene.s of Tea and "
Leather Procassing Industries
Spares ard Components for Power/Gas Transmission and
Distribution Natwork ' 159
Spares and Components for {migation Natwork 160
Spares and Components for Boats, Ships, Docks and other - .
Accessories of Water Transport and Navigation System
Spares and Components for Raliway Engines, Bogles, Tracks -
and other Accessories
Spares, Components and Small Accessories for Dalance Servicer 163
Spares and Components for the Machineries of Garments Industries 164
Spares and Comgonents tor Assembling of Water Cooler, s
Alr Cooler and Refrigarator
Spares and Compenents for Assembling of Radio, s
Taperecorder and Televhbn ‘
Femrous Casting for Cwlduachlrreﬂas CaplalGood: . -
Spares and Compenents E ol
Nonemrcus Castirgs o
R Heat Treatment 3 oy
Surface Treatment
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FOREWORD

Alleviation of poverty through higher production and employment genesation is the prime objective of the Third
Five Year Plan (TFYP) document. In order o achieve this objective Govt. has recognized the industrial development
side by side with agriculture as an important effective tool. The Industrial Policy 1986 has rightly manifested the
commitment of the Govt. for an accelerated growth of an industrial structure with more spontaneous participation of
private sector. The Small and Cottage Industry (SCI) sector has been given its appropriate place in the Industrial
Policy, 1986 through declaration ¢f the s=c:or as a “Priority sector” ir: order 1 provide adequate resource allocation and
priority treatment for its emancipation. Tre salient features of the Irduswial Palicy, 1986 in respect of SCI sector are:

- Declaration of the zector as a "Priority sector”;

- Opening separate window in the financial institutions and commercial banks for financing small and cottage
Industries;

- Setting apart a definite percentage of resources by the financial institutions and danks for the SCI
sector ;

- Debt-equity ratio of 80:20 1o provide support to small entrepreneurs;

- Provision for setting up a small entrepreneur’s credit guarantee scheme under joint
sponsorship of BSCIC and Sadharan Bima Corporation; .

- Income tax rebate in less and least developed areas linked to production;

- Alloacation of fund for sick small industries and for supporting sub-contracting;

- lmrespective of debt-equity ratio and areas, the rat= of interest will be 10%,

Apart from the above the SCI sector has been provided special incentives and other benefits like tax holiday,
reduction of import duty on machinery and equipments for setting up new industry and for BMRE 10 2.5% advalorem
for the SCI in less and least developed areas and also in BSCIC Industrial Estate, and exemption of income tax for
all income arising from export of handicrafts. The Industrial Policy, 1986 has thus defined the Govt commitments
without any embiguity and help creats a congenial condition for fostering the growth of the SCI sector which aims at
increase of production and hamessing natural resources and thereby increase its conwribution to GDP and creation of
gainful employment on continuous basis.

Bangladesh Small and Cottage Industries Corporztior (BSCIC) being the prime-mover organization in the public
sector entrusted with the responsibility of promotion and development of small and cottage industries in the country
is one of the major implementing agencies of the Industrial Policy. In order to translate the policy into action and
help the beneficiaries, BSCIC interalia has published this Investment Schedule for Cottage Industry (ISCI), keeping
in view the objectives and strategies of TFYP vis-a-vis Industrial Policy .

. o . <

No formal permission of the Govt. will be required to set up industry with own resources. However, the
entreprencurs / financial institutions shall be required to seek permission from BSCIC for setting up of small
industries in the discouraged list. Projects having raw materials content of more than $0% in value shall be referred to
the - Investment Board if not financed from own rescurces. The SCI entreprencurs wil! register their industrial
enterprises with BSCIC for evailing of the Govt. inputs and regular post investment counselling including
consultancy services of BSCIC. ’

BSCIC will also act as the co-ordinating sgency for promotion and development of cottage industry. All
sanctioning agencies will send to the BSCIC monthly report regarding approval of couage industrial units. The
BSCIC will make periodic evaluation of sanction, monitor progress of implementation thereof and submit evaluative
reports to the Department of Industries. We consider that this Investment Schedule for the Cottage Industry will be
helpful for the entrepreneurs to help accelerate irdustrial development in the country and generate employment and
income as envisuged in TFYP.

/7
‘(Mushfequr Rshman )
Chairman, .
Bangladesh Small & Cottage
Industries Corporation.
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19.7
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21

22,
- 23.

24

25,
26. -

27~:E
28
29
30.2
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- Stove Wicks

CONTENTS o

GROUP/SECTORATEM.
GROUP : I. FOOD AND ALLIED PRODUCTS. B
Gur Making
Bee- keeping
Fruit Processing (jam, jelly, squash, pickles and chutney
Dried Fish R L
Spices Grinding (chilli , turmaric cortander and ginger )
Bidi Making .
Zarda and 'Other Tobacco Products -~ <% 17 o
Ghani 01 Soaa . -t >
Potato Chips and Coconut Chips
Confectionery S
Sweetmeat
Salt Production
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At R N
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Dhenki (rice and chird ) 2lounoiti . b 5

Salted Groundnuts .y - v

Poultry Fram

Daky Famm Vs -

Dal Production (pulses) £
[T A B

Catechu Production :
Fisherles LEERR T DA 01 Y
Misr Production
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GROUP : II. oslwii hnp o5
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SI.No.
32.
33.

34.

3s.
36.
az.
38.

39.

40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51,
52.
53.
54.

55. -
56.

57. -
58.
59. -

€0,¢
$1.¢

Quilt, Pillow, Bed etc.
Dyeing of Yam
Hand Knotted Woolen Carpels

GROUP : lIl. JUTE PRODUCTS.
Handmade Jute Carpets

Jute Satranjee

Jute Twine and Rope

Jute Products (jute shopping bags, wal! mat,
jutton and other jute products )

Jute Handicrafts

GROUP : IV. FOREST PRODUCTS .& ALLIED JNDISTRIES.
Cane and Bamboo Products

Sital Pati

Wooden Fumniture and Fixtures
Umbrella Handle

Basket and Cane Containers
Straw and Reed Products

Coir Products

. Fish Trap

Broom Making
Hand Fan

Mat Making

Mathal (head cover)
Toys and Dolls

Boat Making

Lac and Shelac
GROUP : V. PAPER, BQA‘RD'."PRINTING"'&'PUBI'.ISHING.

Book Binding

Office Stationery (file cover, file board etc.) .
GROUP : VI. LEATHER, RUBBER PRODUCTS!
Leather Handicralts

+ Leather Products

Rubber Products

GROUP : VIi. CHEMICAL, PHARMACEUTICALS & ALTIED"T
INDUSTRIES.

Hair OF

Napthalene Ball

Page
-32

33
34

35
36
37

38"

39

40
4
42
43
44
45
a6
47
48
49
50
51
52
53
54

55
56

57
58°
59"

60
61

SI. No. Page

62. Wax Candle . 62
63. Agarbati 63
64.  Ayurvedic & Unani Medicine_ 64
" 65.  Chalk Crayon " 65
66. Wiriting Ink 66
67. Washing Soap 67
68. Phenyle 68

GROUP : VIll. GLASS, CERAMICS & OTHER
NON-METALLIC MINERAL PRODUCTS.

69.  Hollow Glass 63
70. Glass Bangles 70
71. Rooling Tiles 71
72. Earthen Pottery 72
73.  Conch Shell, Bution & Bangles 73
74.  Shilpata - 74
75.  Slate Pencil 75
76. Pearls 76
GROUP : IX. ENGINEERING INDUSTRIES.
77. Wooden Beam Scale 77
78.  Blacksmithy _ 78
79. -Television, Radio & Walch Repair 79
80. Tin Container, Bucket etc. BO
81. Light Engineering Workshop 81
82.  Welding Workshop 82
83. - Stesl Trunks 83
84. Domestic Utensils (bell metal) 84
GROUP : X. MISCELLANEOUS.
85.  Hair Pins and Hair Clips ' 85
" 86.  Goldsmithy 86
87. Sanitary Products ’ 87
88.  Musical Instruments (tabla, fiute_sitar, harmonium etc.) 88
89.  Sports Goods (carrom board, hockey sticks elc.) 89
90.  Rickshaw & Bi-cycle Repalring 80
91.  Biogas g1

GROUP : XI. INDUSTRIES NOT ELSEWHERE CLASSIFIED.
92. Industries Not Eisewhere Classiied. ‘
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10. FISCAL AND OTHER INCENTIVES

(a) Categories of areas and concessionery rate of duty :

(1) To promote industrial development in the country Tax Holiday has
been allowed 10 the newly established industries for 5 years for.developed
areas, 7 years for less developed areas, 9 years for least developed areas and
12 years for Spacial Economic Zone.

(2) An assessee is entitled to accelerated depreciation at the rate of 80% of
the actual cost of machinery or plant from the year the < Jit starts commercial
productinn and @ 20% for the year next foliowing if the industry is setup ina
developed area. If the unit is set up in a less developed area, the depreciation

shall be 100%. Depreciation ailowance can te carried forward to the nextyear
and so on for succeeding years if the unit sustains loss.

(3) Normal depreciation on machinery and plant is allowed @ 15% ln
addition to this an extra allowance upto a mmimum of 50% normal
depreciation for double shift working and 100% of normal depreciation for
triple shift working may be allowed in proportion to the number of days during
which double or triple shifts are worked.

(4) An investment allownce is allowed al the rate of 20% of the actual cost
of the plant and machinery of an industrial undertaking which is entitled to
accelerated depreciation in respect of the year in which the industrial
undertaking starts commercial production, if the industrial undertaking is set
up in a developed area. The investment allowance is a'iowed at the rate cf 25%
in place of 20% of the cost of the machinery and plant ii the undertaking is set
up in a less developed area. Investment allowance is also admissible in respect
of inland passenger vessels and fishing trawlers.

(5) The facilities available for setting ofi of losses and carry forward of
losses are also liberal whenever a tax payer sustains any business loss, it is
permissible to carry it forward to the following year and set it off against profit
and gains in that year.

(6) Exemption from tax on capitl gains &rising from sale of bu:ldmgs or
lands if such gains are invested in the acquisition of capital asset i.e. land,
machinery plant, furniture etc. of indusrrial undertaking within a period of 2
(two) years from the date of transfer.

(7) Capital gain arising from transfer of land or building invested towards

equity of a new industriai company is exempted from tax.

(8) Capital gain arising out of a process of transformation of afirminto a
company, is exempted from tax if the antire capital gains are invested in the
equity of the said company.

(9) Dividend on income received by an assessee by other thana company
is exempted from tax upto Tk. 15,000.00 in a year irrespective of whether it is
distributed by a public or a private company.

(10) Exemption from payment of a tax on Royalty, Technical Know-how
and Technical Assistance Fee is allowed.

41
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(11) There is relief from double taxation in case of the foreign investors of
the countries with whom Bangladesh has agreement to that effect.

(12) Exemption is allowed from taxes on interest accrued on foreign loans
under certain conditions provided there is an agreement of avoidance of
double taxat:~ with concerned countries.

(13) Certain expenditures viz. expenditure on foreign travel by the
employees and their dependants once every two years, expenditure on the
training of individual employee at home or abroad, expenditure o: scientific,
research etc. are allowed for deduction for the purpose of computation of
income, profits and gains from husiness liable to tax under the Income Tax
Act.
(14) Concessional rates of import duty are allowed @ 20% ad-valorem (no
sales tax) for import of capital machinery for industries to be set up in
developed area, 7%% ad-valorem (no sales tax) in less developed area and
2.5% ad-valorem (no sales tax) in the least developed areas. (Appendix-X ).
Payment of 2.5% import duty on capital machinery is also allowed for export
oriented industries (minimum of 70% exports), selected industries using 70%
ormore indigenous raw malarials (AppendixXI} and industries set up in
BSCIC Estates— irrespective of locations.

(15) For less and least developed areas, 50% of the effective customs duty is
allowed for payment in 2 (two) half yearly equal instalments.

(16) 25% rebate in excise duty is aliowed on the additionai production fcr
essential and selective industries if such manufacturing units prc.juce more
than 100% of their sanctioned cgpacity.

(b) Incentives for Expont-Oriented Industries

(1) Credit facility may be available upto 90% of the vaiue of irrevocable
letter of credit from any nationalised Commercia! Banks for export.

(2) Income tax rebate is allowed ranging from 20% to 60% of tax
attributable to export sales of non-traditional items.

(3) Exemption is allowed from the tax payable on the income, profits and
gains of any industry set up in any Export Processing Zone for a period of 5
(tive) years beginning with the month in which commercial prod::stion
commenced.

(4) Exemption is consiczred for income tax payable on the salaries of a
foreign technician. n any o: the four years immediately preceeding theyearin
which he zrrived in Bangladesh and who is employed in any industry set up’in
any EPZ of the country.

(5) State recognition may be available in the form of awards and trophies
for successful exporters, particularly of non-traditional items.

(6) Facilities under Export Credit Guarantee Scheme are available.

(7) For export-oriented industries, the rate of interest to be charged by the
financing institutions is one percent less than that charged for the other
industries located in developed areas. -

{8) Indeserving cases of export-oriented industries Government allocates
cash foreign exchange from time to time for the import of capital machineries.
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(9) System of notional payment of import duty and sales tax for export
industries exists.

(10) Promotion of export of non-traditional items is given" greater
emphasis. Efforts are made not only to discover such new items but also to
devise a package programme of incentives for the existing ones with a view to
expanding efforts.

(c) Other Incentives: )

(1) The period of repayment of both local and foreign currency loan is 12-
15 years depending on the repaying capacity of projects.

(2) The repayment of foreign currency loan starts after 30 months of
opening L/C or 18 months after the unit goes into commercial production,
whichever is later.

(3) The repayment of local currency loan hecomes due after 24 months
from the final disbursement or 18 months after the unit goes into production,
whichever is later. _

(4) Employment of foreign naiionals are allowed in the enterprises where
th=ir services are essentially required—with the approval of the appropriate
authority (DOI). (See procedure of employment of Foreign National at Para vii
under chap-3).

(5) Supplier's Credit is allowed on approved terms by the Hard Terms
Loan Committee (HTLC) of the Ministry of Finance (Bangladesh Bank).

(6) Pay-As-You-Earn (PAYE) Schemes are approved on merit of the
cases.

(7) Fcilities of long term credit from DFls are available.

(8) No limitation on percentage of Bangladeshi capital in industry where
toreign investment is approved.

(9) Tariff protection is provided to the deserving inrustries.

(10) Provision of liberal debt-equity ratio exists.
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17. CHITTAGONG EXPORT PROCESSING ZONE

To boost up exports through setting up of export-oriented industries with
special facilities, the Banglacdesh Export Processing Zones Authority
(BEPZA). an autonomous statutory body, has been created ungar which the
country’'s first Export Processing Zone has been established at Patenga in the
port city of Chittagong, called the Chittagong Export Processing Zone
(CEP2Z).

The Authority of the CEPZ i.e. BEPZA is heded by a Board of Governors
whose Chairman is the President or his nominated Minister. BEPZA is
independent of cther Govt. Bodies/Agencies for executing their own policy of
sanrctioning and implementing the investment proposals within each Export
Processing Zone through an Executive Board

The functions of the EFZ Authority are as follows :(—

(i) to allut land and building-spacesinazone to investors on sale, lease or
on rent and to allow them to mortgage the allotted tands for raising loan
from financial institutions or commercia! banks;

(ii) to provide infrastructure facilities, including buildings, uiiiities and
warehouses;

(iii) to process applications for setting up of industries within a Zone and
accord sanction in accordance with the guidelines given by the
Government from time fo time;

(iv} to provide customs bonded faciiities in accordance with customs
regulations sor importation into & zcne of building materials for
construction purposes and packaging materials, raw materials and
intermediate goods for the purpose of processing for exports;

{v) to allow import of raw-materials or semi-processed or other goods
required for use in the zone and export of semi-processed, processed or
other goods tc be specified by the Board in such manner as may be
prescribed;

(vi) to assistin transportation of imported raw materials and intermeciate
goods in bonded condition and export cf finished products;

(vii) to provide necessary banking facilities within the zone in
consultation with the Bangladesh Bank;

(viii) to establish liaison with the Port, Municipal and other authorities to
make arrangements for transportation of imported raw materials and
intermediate goods on bonded condition and for export of finished
products;

(ix) to sanction employment of foreign nationals in accordance with the
guidelines given by the Governmen! from time to time, to posts for which
local expertise is not available for efficierit running of the industriesina
zone. -

An cpen door policy exists for foreign investors who wish to setup export-
oriented industries in the Export Processing Zone. Joint Venture involving

L
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foreign and local investors or foreign investment with 100% foreign ownership
are allowed in the Zone.

CEPZ is only 2.41 km. from the principal seaport, 7.24 km. from the
international airport and 5.63 km. from the main business centre of
Chittagong. The master-plan of this Zone has been drawn on 266 hectares
with provisicn for future exparision to 405 hectares.

A plan 1{or setting up Export Processi.;mg Zone in the port city of Khulna as
well as an air based Zone adjacent to Zia international Air Port in the Capital
City of Dhaka is also in the process.

Cosl of labour in Bangladesh is still one of the cheapest in the world. A
large section of professionally qualified technical and skilled manpower
having adequate knowledge of English as working language go to foreign
countries for employment. They may profitably be utilized by the Zone
enterprises which makes the CEPZ a low-cost production base for export of
manufactured goods to world rharket.

Type of Investment :

1. 100% foreign owned.
2. Jeint Venture between foreign and Bangladeshi entrepreneurs.
3. 100% Bangladeshis owned.

Type of Industries :

Enterprises manufacturing, processing or assembling for export would be'

eligible for registration as a zone enterprise. Export industries could be based
either on local or imported raw materials. Flexibility would be allowed to
entrepreneurs in selecting industrial projects.

Facilities :
Free Imports/Exports :
Imports and exports to and from the Zone are freely allowed.

Land :

Fully developed industrial plots with adequate infrastructure will be
leased out to prospective investors. Initial lease of 30 years is renewable.
- Annual rent US$ 1.00 per sq. metre.

Factory Building and Warehouses :

Standard factory buildings and Warehouses are available for lease to
prospective Zoneenterprises with rental facilities at the rate of US$ 1.50 per
square metre on monthly payment basis, pay us you earn basis or such other
arrangement as may be decided.

0 Services of a network of Bangladeshi and foreign banks.
0 Overseas satellite telecommunication network.

0 Direct dialing facilities.

0 Adequate supply of power and water.

0 Administrative Block to house all service offices.

0 Simplified procedures for business transactions.

0 Excellent road, rail, sea and air communications.
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Fiscal Incentives :

{a) Zone enterprises are allowed a5 years tax holiday regardless of the size
of investment and number of persons employed. After the expiry of initial 5
years, rebate of 50% on income tax of export sales are allowed.

(b) Exemption of income tax on salary of {oreign technicians upto 3years.
(c) Exemption of income tax on interest on borrowed capital.

(d) Reliet from double taxation incase of investors from the countries with
whom Bangladesh has agreement to that effect.

(e) For non-resident shareholders, tax on dividend income would be
exempted during the period of tax-holiday ii the dividend income is re-
invested in the same project.

(f) Pioneer promoting type of industries will be aliowed 6 to 10 years tax-
holiday followed by 50% release in export sales. Pioneer/promotional status
will be determined by the Bangladesh Export Processing Zones Authority
depending on the type of industries, capital invested, employment generated,
technology impoerted and use of a local raw materials etc.

Credit Facilities from Commercial Banks and Development
Financing Institutions to investors in EPZ :

Three nationalised banks namely Janata, Agrani arid Sonali Banks have
been designated by the Bangladesh Bank to finance 100% Bangladeshi
investors in EPZ. In case of joint venture companies financing by thase
designated Banks has also been allowed in local currency to the extent of the
cost of construction of factory building. In additior: to this, following financing
facilities are available to the investors in EPZ.

(i) 100% foreign owned investors may obtain long term loans and short
term working capital facilities from the off-shore banking units.

{ii} In case of joint ventures as well as 100% locally owned industries,
shori-term working capital facilities may be extended by the Commercial
Banks in Bangladesh to the extent of equity share of the local
partners/shareholders against acceptable collateral securities.

(iii) Long-term {oans may also be given to the joint venture and’ 100%
locally owned irdustries by the development financing institutions like
Bangladesh Shilps Bank (BSB), Bangladesh Shilpa Rin -Sangstha
(BSRS), Investment Corporation of Bangladesh (ICB) and Bangiadesh
Krishi Bank (BKB) and commercial Banks against acceptable collateral
securities as per usual terms and conditions of the financial institutions.

Service of Off-shore Banking Units :

Both local and foreign banks have been allowed to set up ‘Off-shore’
banking units in EPZ with authority of maintaining code numbered accounts
with a view to mobilising the resources from in and out of tha country so that
investors can obtain all sorts of easy financing from the 'Off-shore’ banking
units. These 'Off-shore’ banking units may carryout transaction in US Dollar,
Pound Sterling, Canadian Dollar, Deutsche Mark, Japanese Yen, Swiss Frank,
Dutch Guilder, French Franc, Swedish Kroner and Singapore Doliar. ‘Off-
shore’ banking units are also exempted from payment of income tax on
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interest payable on foreign currency loans obtained by them from outside
Bangladesh. This facility has been extended to ‘Oft-shore’ banking units just
to attract foreign funds for the investors in EPZ.

Other facilities :

(a) Remittance of approved royalties and technizal fees.

(b) Empioyment of foreign technicians wherever required.

(c) Freedom from national import policy restrictions.

(d) OPIC’s (Overseas Private Investment Corporation) USA insurance
and finance programme are operable.

{e) Pelocation of existing industries are allowed.

{f) Courtesy services are extended to foreign investors for hotel
reservation, transportation, pre-investment counselling etc.

(g) The investors are required to deal with only one organisation in the
EPZ Authority for all their requirements. "One Window Service" covering all
&spects of sanctions in sefting up of industries 13 rendered by the EPZ
authority within six weeks. .

(h) Remittance of dividends of non-resident sh re-holders are allowed.

(i) Foreigners working in the zone have equa! rights of a national in all
respect and freedom of movement outsidge the Zone.

(i) Back to back L.C. facitity for certain types of industry.

(k) Excellent site security arrangements for the protection of the assets of
the Zone and its enterprises.

(List of Industries that can be set up in EPZ—vide Appendix X!iI)



APPENDIX 5

Aid to Bangladesh

By

Donor, time period, type, and source

Source: Data in NORAD, 1987 Report
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Bilateral
Usa

Other

Total
Multilateral
IDA

Other

Total

Other

Total
Disbursements

DISBURSEMENTS OF AID TO BANGLADESH
1972-1986
SUMMARY BY DONOR CLASS

($ IN MILLIONS)

Cumulative, 1972-86 Latest Year 1985-86
Total Avg. Ann, PCT Total PCT
$ $ % ' $ %
2141 171 15.2 158 11.4
6717 537 47.7 556 40.4
8858 709 62.9 714 51.6
2104 168 14.9 285 20.6
2513 201 17.8 378 27.3
4617 369 32.8 663 47.9
615 49 4.4 8 0.6
14090 1127 100 1385 i00

A Arthur D. Little, Inc.



DISBURSEMENTS OF AID TO BANGLADESH
TOTAL AID 1972-1986

BY TYPE OF AID: FOOD, COMM, PROJ; BY TIME PERIOD

($ IN MILLIONS)

TOTAL FOOD COMM PROJ
Average Average Average Average
Total Annual PCT Total Annual PCT Total Annual PCT Total Annual

Period $ $ % s $ % $ s 4 $ $
1972-75 2185 624 - 100 924 178 42.3 9211 260 41.7 351 100
1975-81 5572 929 100 1362 227 24.4 2252 375 40.4 1956 326
1981-86 6329 1266 100 1233 247 19.5 2158 432 34.1 2938 588
Total 1972-86 14086 971 100 3519 ) 243 25.0 5321 367 37.8 5247 362

A Arthur D, Little, Inc.



COMMITMENTS OF AID TO BANGLADESH
TOTAL 1972-86
BY TIME PERIOD; BY TYPE OF AID:

JOTAL
Average
Total Annual
1972-75 3311 946
Rem. Undisbursed 1126
1975-81 7306 1218
Rem. Undisbursed 2864
1981-86 8909 1782
Rem. Undisbursed 5041
1972-86 19525 1347
Rem. Undisbursed 5041
A\ Arthur D. Little, Inc.

PCT

100
100

100
100

100
100

100
100

($ IN MILLIONS)

Total

1047
123

1294
59

1375
209

377
209

OOD, COMM, PROJ

FOOD
Average
Annual PCT Total
$ % s
299 2.0 1186
10.9 276
216 17.8 2335
2.1 361
275 15.4 2318
4.1 510
256 19.0 5841
4.1 510

COMM.
Average
Annual

$

339

389

464

403

PCT
%

Total

1080
728

3675
2444

5216
4322

9968
4322

PROJECT
Average
Annual FCT
$ ‘%
309 32.6
64.7
613 50.3
1043 58.5
5.
687 511
85.7



1972-71

1975-81

1981-86

1972-86

Total
Grant

Loan

Total
Grant
Loan

Total
Grant
Loan

Total
Grant
Loan

COMMITMENTS OF AID TO BANGLADESH
TOTAL 1972-1986

BY TIME PERIOD; BY TYPE OF AID, FOOD, COMM, PROJ
AND SOURCE OF AID: GRANT, LOAN

($ IN MILLIONS)

JOTAL FOOD COMM.
$ X $ x $
331 100.0 1047 100.0 1186
1449 43.8 648 61.9 595
1862 56.2 399 38.1 591
7306 100.0 1297 100.0 2335
3008 41.2 983 75.8 1062
4298 58.8 315 24.2 1273
8909 100.0 1375 100.0 2318
4324 98.5 1283 93.3 1181
3434 7.2 92 6.7 1137
19525 100.0 377 100.0 5841
8781 45.0 2914 78.4 2338
10744 55.0 803 21.6 3003

A Arthur D. Little, Inc.

100.0
50.2
49.8

100.0
45.8
54.5

100.0
48.6
51.4

1080
206
874

3475
963
2712

5216
1860
3356

9968
3029
3639

PROJECT

%

100.0
19.1
80.9

100.0
26.2
73.8

100.0
35.7
64.3

100.0
30.4
69.6



DISTRIBUTION OF DISBURSEMENTS OF AID TO BANGLADESH

T

S

BITATERAL 1424
DAC 1250
Usa 353
JAPAN 283
CANADA 163
GERMANY 91
UK 77

NETHERLANDS 106
SCANDINVIA 91

OTHER DAC 86
SOCIALIST 64
OPEC 110
MULTITATERAL 1210
IDA 540
UK 165
EC 83
ADB 295
OTHER ML 127
OTHER AID 18

TOTAL DISB 2653

A Arthur D. Little, Inc.

MOST PECENT AID, TOTAL 1984-86
BY DONOR; BY TYPE OF AID: FOOD, COMM, PROJ
($ IN MILLION)

OTAL
%

100
100
100
100
100
100
100
100
100
100
100
100

100
100
100
100
100
100

100

100

Jl0
290
151

161l

114
47

470

FOOD

%

2l.8

Lo M)
oMW

3] )
ERAWWOION O N
e ® e o & e e
WWWaNULVFEL N

[

13.3

69.1
56.6

17.7

coMM
$

525
523
89
182
55
44
28
67
52

321
173

26

71
49

847

%

36.9
41.0
25.2
64.3
33.7
48.4
36.4
63.2
57.0

26.5
32.0

31.3

24.1
38.6

31.9

PROJECT
$ %
589 41.4
437 34.2
112 31.7
77 27.2
36 22.1
38 41.8
44 57.1
33 21.1
36 39.7
61 70.9
60 93.7
92 83.6
729 60.2
367 68.0
49 29.7
10 12.0
223 75.9
80 63.0
18 100.0
1336 50.4



BILATERAL
DAC
USA
JAPAN
CANADA
GERMANY
UK
NETHERLANDS
SCANDINAVIA
OTHER DAC
SOCIALIST
OPEC

MULTITATERAL
IDA

UN

EC

ADB

OTHER ML

OTHER AID

TOTAL DISB.

DISBURSEMENT OF AID TO BANGLADESH
1972-84
BY DONOR, BY SOURCE OF AID:

6270
1788
1236
802
553
496
358
560
477
419
746

3407
1564
685
367
318
473

597

11439

A Arthur D. Liitle, Inc.

TOTAL

100
100
100
100
100
100
100
100
100
100
100

100
100
100
100
100
100

100

100

($ in million)

3928
1034
288
786
285
433
287
504
311
41
472

1269

685
319

265
219

5928

GRANT

%

62.6
57.8
23.3
98.0
51.5
87.3
80.2
90.0
65.2

9.8
63.2

37.2
100.0
86.9
0.0
56.0
36.7

51.8

GRANTS, LOANS

LOAN
$ %
2342 37.4
754 42.2
948 76.7
16 2.0
268 48.5
62 12.7
71 19.8
56 10.0
166 34.8
378 90.2
274 36.7

2138 62.3
1564 100.0

0 0.0
48 13.1
318 100.0
208 44.0
378 63.3

5510 48.2



Bilateral
DAC
Usa
JAPAN
CANADA
GERMANY
UK
NETHELANDS
SCANDINVIA
OTHER DAC
SOCIALIST
OPEC

MULTILATERAL
IDA

UN

EC

ADB

OTHER ML

OTHER AID

TOTAL DISB

DISBURSEMENTS OF AID TO BANGLADESH

Cumulative, 1972-86

Total
$

8858
7519
2141
1519
964
644
573
464
651
563
483
856

4617
2104
850
450
613
600

615

14090

A\ Arthur D. Littie, inc.

1972-1986
BY DONOR
{$ IN MILLION)

AVG Annual PCT
S %
611 62.9
519 53.4
148 15.2
105 10.8
66 6.8
44 4.6
40 4.1
32 3.3
45 4.6
39 4.0
33 3.4
59 6.1
318 32.8
145 14.9
59 6.0
31 3.2
42 4.4
41 4.3
42 4.4

972 100

Latest Year,
Total

$

714
612
158
157
81
56
33
39
55
33
35
67

663
285
73
37
176
92

8

1385

1985-86
PCT
o,

°

51.6
44.2

o
BN NN S
QOO 00O 0 WN

- N
NN O
NN WO

o
(o)}

100

“\



BITATERAL
DAC
usa
JAPAN
CANADA
GERMANY
UK
NETHERLANDS
SCANDINVIA
OTHER DAC
SOCIALIST
OPEC

MULTITIATERAL
IDA

UK

EC

ADB

OTHER ML

OTHER AID

TOTAL DISB

DISBURSEMENT OF AID TO BANGLADESH
‘MOST RECENT AID, TOTAL 1984-86
BY TYPE OF AID:FOOD, COMM, PROJ; BY DONOR

TOTAL

$ %
1424 53.7
1250 47.1
353 13.3
283 10.7
163 6.1
91 3.4
77 2.9
106 4.0
91 3.4
86 3.2
64 2.4
110 4.1
1210 45.6
540 20.4
165 6.2
83 3.1
295 11.1
127 4.8
18 0.7
2653 100.0

A\ Arthur D, Little, Inc.

$

310
290
151

161

114
47

470

($ IN MILLION)

FOOD
%

66.0
61.7

- W
WOoObOKKHHUOULIN
BOWOWHWVOWH M

N W
> O >
(8] [V

(o NeoNe]
-
o

COMM
$

525

PROJECT
% $ %
62.0 589 4.1
61.7 437 32.7
10.5 112 8.4
21.5 77 5.8
6.5 36 2.7
5.2 38 2.8
3.3 44 3.3
7.9 33 2.5
6.1 36 2.7
0.7 61 4.6
0 60 4.5
0.2 92 6.9
37.9 729 54,6
20.4 367 27.5
0.2 49 3.7
3.1 10 0.7
8.4 223 16.7
5.8 83 6.0
0 18 1.3

100.0 1336 100.0
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APPENDIX 6

World Bank (IDA)
Structural Adjustment Policies
for Bangladesh, 1986/87 - 1988/89

Affecting Private Sector Development

Source:

Bangladesh Policy Framework Paper
Confidential Document
January 15, 1987
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Tadle 1.

Rangludesh:

Osfecrivea and Targuts

- -

Sussary and Tiew Frase for Structural Adjuntesnr Poliries, 19MA/RT=198A/RY fcnnr tnund )

Straruies and Ynasures

Tielng 4f Messurss

Publlc Secror
Enrerprices (PSEs)

Indusrrial expore
prosot {on

leprove efficiency by enhancing enrer-

prise Juronomy, clarilylng accounta=-
bilicy and tmproving evaluarion.

Rescructuring of jurw sills

Provide free trade status for exporters.

Easurt improved export credit finaace.

Promcte backward l{inkages.

{aplemanr Public Enrerprise Managemenr irdinance
(promuigared June (984,

Develap systes of performsnce uvaluarinn and
inplament {n rvo plinc enterprisaes.

Excend to five sdditional PSts.

Adopt ssasures to berter uctilize extsting
capacity; lavest In improved technical
efficlency; and prograssively reduce ezcess
capacicy.

Resove rescricclons on all required taeporcs
for direct and indirect enporrers.

€uaure duty-free scatus for exporters by
establishing Dury Exeapcion/Dravback Office.

Grant additional sutonocay sad provide sdditionsl
{nfrastructure for Zxporc Frocessing Zone.

Prapare and taplement plan to strengthen
provision and gusrantaaing of amport credit,

Extend coverage of back-co-back leccars of
credit to all products and all (ndirect
exporters.

‘mgalag

9RA/AT

194788

‘mgning

984 37

\984 57

BLIN}

967 as

987 8
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Table |. Sangladesh: Susmsry and Tise Prame for Structural Adjustment Folicles, 1904/87-1948/89 (continued)

Objecrives and Targets Stracagies and Measures . Tlaing of Haesures
Yinancial sector Strengthen rursl credit (nscitutions. Complete atudy dy Bangladesh lank oa agricul- 1906/8?
re{orss (continued) tural credit (astitutiona’ capsbility to collect. .
laplesant recommundariocns of ecudy Ongotng
Reform credic guarancee systes. Escablishasat of Agricultural end Rural Guavantes * 1986/87-1987/88

Tuad (ARGY) with parciclparion of Bangladesh
Sank, the banks snd Covernmest,

Cacourage development snd deepening of Besed upon Banking Cousission recomsendstiuns 1986/87-1988/89
{inancial sactor over the ssdius terse. (July 1986) and the follow=up study in Novemier

1946, tdeatify and implesent sedium=

terda reform prograas.

V. Public Resource Hobiligation

Reveoue Steadily rsise governmsnt revenue to laplessat (mproved tax adsizfetratiocn and B3y 1988/89
10.3 percent of COP. required incressces iu ractes.
Tax systes raform Move avay (rom & hesvy depandence oa Undercake & detailed techaical study of (a) the 198¢6/87
trade-ralated taxue towvard domsstic tax systex; (b) scope for Lmproving tax adain-~
output/consumption based taxes. {stration, and achieve higher races of collection.
Yees and chargas lsprove cost recovery in enargy sector. Raise gae prices and retiomalize g. e price 1986/¢7-1988/89
sgructure.

Adjust power tariflse in light of recomasndations 1964/87-1588/89
of cartl(f study (3eptasber 1%80), .

laplaseat progras for reduction of techaical Ongoling
losses Lln power sector.

* Supported under ongoing DA policy credits.



Table 1+ Dangladesh: Susmary and Tima Frame for Srructural Adjustmant Policias, 1986/87<1948/8Y {coneludad)

Objectives and Targets

Straregies and Measuras

Tining of Measurss

fsas and charges laprove cost recovery {n transpore
(concinued) sector.

laprova cost recovery tn heslth sector,

Vi, Public Ixpenditure Policies

Budget deftcte Reduce dank finaneing of budget
defiate,
Plenning and
{splesantecion Isprove effictency of expenditurs.

laprove dudgat execution and review.

Develop sulttyear dudgeting sysces.

laprove projecc i{mplementstion.

Operstions and Ensure sdequate allocstton of funds for
Haintenaace oM.

Undarcake & study of cost recovery and
financing of road transporcacion,

Undercaka & srudy of cost recovary and finan~tng
of heslth care services.

Tailor expcndicure to level of evailable
FOCOUrces,

Undercaks s sctudy to idencily key constrainte ®
affecting effictency of publlc sdministracion
in key mintacries.

Reviav and tmprove sccouncing and flscal reporcing

Lztend and strengchen aystes of “Shadow ADP " L
introduced on ptlot basis.

Reviev snd revise concract avard procedures. L]
Prepars nev manual of procedurss. Casign and
{cplement traiatag program. .

ldencify specific OGN neads for each sector
ac time of budger prepsration, taking tnto account
the requiremsnta of couspleted projects,

Undertake studies on ey sectors: (a) flood U
control, drainage and irrigetion; (b) highwaysg
(c) educacion.

195/07

1986/87-1387/88

Ongotng

Study 1986/87
luplemant 1987/08

Ongoing
Ongotng

1988/87

1°86/87 onward

198¢6/87

® Supported undar ongoing IDA policy credits.
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APPENDIX 7

World Bank (IDA)

-Bangladesh Projects
(As of February 1987)
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IDA Loans to Bangladesh
As of February 1987

Original
Loan Disbursements
Project/Date $§ Million § Million
Drainage «nd Flood Control, Dec. 78 19 19
Vocational Training, May 79 25 16
Small Scale Drain, Flood Control, Oct. 79 25 20
Second Highway, Dec. 79 10 9
Second Chittagong Water Supply, Apr. 80 20 17
Fertilizer Ind. Rebab., May 80 29 23
Jute Industry Rehab., May 80 20 14
Mangrove Aforestatien, June 80 11 7
Fourth Education (Primary), June 80 40 31
Ninth Imports Program. Oct. 80 65 57
Second Shilpa Bank, Mar. 81 50 26
Fourth Technical Assist., Mar. 81 15 13
Tenth Imports Program, Dec. 81 100 9%
Eleventh Imports Program, Dec. 82 110 105
Twelfth Imports Program, May 84 140 137
Chittagong Port, June 84 7 7
Rural Electrification, June, 84 8 9
2nd Textile Industries Rehab., July 84 22 26
Third Small Scale Ind., Oct. 80 35 23
Bakhrabad Gas Dev., Feb. 81 85 70
Fertilizer Transport, Feb. 81 25 12
Hand Tubewells, Jul. 81 18 11
Agricultural Credit, June, 81 40 27
2nd Drainage and Flood Control, Jan. 82 27 14
Chittagong Urea Fertilizer, Feb. 82 15 12
Textile Ind. Rehab., Feb. 82 30 06
2nd Extension and Research, Mar. 82 27 10
Chittagong Port, May 82 60 5
Ashuganj Thermal Power, June 82 92 48
Rural Electrification, June 82 . 40 25
2nd Deep Tubewells, Aug. 82 68 17
First Highway, Dec. 82 6 6
Business Mgt. Educ. and Trng., Mar. 83 8 4
3rd Telecomnunications, Mar. 83 35 14
Training, Pers. Mgt., May 83 12 5
Energy Eff. and Refinery Rehab., May 83 28 24
Second Rural Development, Sep. 83 100 19
2nd Agri. Training, Aug. 83 8 2
Sugar Rehab., Aug. 83 20 5
Petroleum Exploration, Sept. 83 23 13

A Arthur D, Littie, Inc.



IDA Loans to Bangladesh (Continued)
As of February 1987

Original
Loan Disbursements
Project/Date $ Million $§ Million
Fifth Technical Assistance, Feb. 84 25 2
2nd Agri. Research, May 84 25 2
Water Development Board, May 84 42 5
2nd Textile Ind. Rehab., July 84 23 0
Technical Education, July 84 36 6
Muhuri Irrigation, July 84 10 6
Fertilizer Ind. Rehab., July 84 5 3
Second Primary Education, May 85 78 13
Second Gas Development, May 85 110 6
Flood Rehabilitation, May 85 30 24
3rd Flood Contr. and Drainage, May 85 48 4
2rnd Rural Electrification, Dec. 85 79 3
Second Forestry, Dec. 85 28 2
Power Transmission and Distr., Feb. 86 56 4
3rd Pop. and Family Health, Feb. 86 28 5
Shrimp Culture, Feb. 86 22 2
Thirteenth Imports Program, Feb. 86 200 133
3rd Dhaka Water Supply, Jan. 87 30 0

A Arthur D, Little, Inc.
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APPENDIX 8

Asian Development Bank (ADB)
Bangladesh Projects

(As of March 1987)



-

LOANS FROM ORDINARY CAPITAL RESOURCES

l
(As of 31 March 1987)
Term (Yeare)
Quarsntor/Borrower’ Loan No. Project Amount Incl. Grace Interest Dste Approved
(U8 Miition) %)
Period
BANGLADESH
People 3 Rep of Sangladash 130 Bangladesh Shiips Bank 2 $ 6.300 15 (333 8.875 14 June 1973
Peonie’s Rep of Bsngladesh 142 Bangladesh Wo!’l Zone Powor2 1.200 20 (4) 1.50 17 Oct. 1973
People's Rep. of Bengladesh 144 Chittagong Port' 3.800 25(5) 1.50 18 Oct. 1973
11,400
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APPENDIX 9

United nations (UN)
Bangladesh Projects

(As of January 1987)



Ref: cpndx3 I NDE X

D

AGENCY-4VISE
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PO NUMBER TITLE AGENCY PAGE || PO NUMBER TITLE AGENCY PAGE
*tt*tttﬁmtﬂtﬂtﬁﬂmtﬂﬂtﬁﬂﬂﬂtttﬂtttﬂtﬂxﬂtt*ﬁﬂtttttttttttt || ASARRARAC AR A AR AR SRR AEIRARKARRRRRAARKARKAARRARASARRRARKAAR AR AR AR ARRK Ak AR AR

I
NG BWD/78/021 Strengthening CHID8 AsDB 1 Il BL  BGD/87/001 Roeds & Highusys AsDB 62
NG BGD/79/005 Extension & Res in CHT AslB 1 | 4 BGD/87/002 Railusy Container Transport, II AsDB 62
MAK  BGD/81/028 Cammunity Forestry AsDB 1 |1 o4 BGD/87/004 Matural Gas Devt Sector Study AsDB 62
0.4 BGD/82/008 Power Sector Master Plen AuslB 1 || @1 - BGD/B7/008 Chalna Port II AsDB 62
RB BGD/82/051 Review & Portfolio Audit AsDB 1 |} BL ~BGD/87/009  Inland Water Transport Safety AsDB 62
(o 31 BGD/83/021 Intermodal Transport Study AsIB 2 |} ™M BGD/78/003 Chartered Accountants DTCD 4
NG BGWD/83/033  Strengthening Krishi Bank AsDB 2 || IM BGD/78/016 Tex and Custcms Administration DTCD 4
YL  BGD/83/039 Garges-Kohsdak Irrigation Rehab AsC3 2 || YL  BG0/80/013 Plaming Cell, M/o Water,Flood Contl  DICD 4
NG BGD/83/042 Krishi Bank Third Credit AsDB 2 || WM BGD/80/0i8 TA Coordinastion Cell 0410 4
M5 BGD/84/002  Secondery Science Education AsDB 2 !l BGD/81/012  Grourd Water Studies DD 4
Q4 BQD/84/017 Railuay Management AsDB 3 J] BGD/81/046 River Research Institute DT ]
(0} BX/84/022 Road Rehadb Project Aslg 3 |} WM BGD/81/077 1981 Population Census DICD 5
MAK  BGD/84/030 Secand Livestock Devt AslB 3 || ¥ BoD/82/033 Strengthening M/o Finance DT 5
YL  BGD/85/005 2nd District Towng Water AsDB 3 |} YL BI®D/S3/003 Surface Water Resources DTCD 5
1M BCD/85/007 Coom Benka' Agro-Industries AsIB 42 || ™ BGD/83/009 Inpl Manit & Eval Div {IMED) DTCD 5
RB  BGD/85/013 Devt Finance Institutions, Ph II AsDB 42 || YL  B@©/84/010 Rehsb of Water Projects DTCD 6
Q4 BD/85/058 East-West Power Intercamector, Ph II  AglB 42 || W BGD/85/014 Chartered Accountants, Ph I1 DTD 44
Q4 BCD/85/078  Daudkandi Thermel Power Plant AslB 3 |1 w BGD/83/017  Advisor to Water Board (B.DB) DT 6
SH  BGD/85/080 Manapement of Madical Supplies AsDB 42 || Q1 BGD/85/046 Manpower Devt Schemes of RPDS DD 6
YL BGD/85/104 Third District Tons Weter Supply AsDB 42 1l Q¢ BGD/85/054 Power loga Reduction DTCD 6
YL  BGD/85/105 Medium Scale Irrigation AsDB 6l || 14 BGD/85/055 Project Add Utiligation (17101] 6
SH  BGD/85/138° “Limestone Bploration fi Baghalibazar AsDB 4271 YL - ‘BOD/85/052" Plaming-Cell; M/o Flood Cantl DICD - 7
Q4 BGD/83/202 Power Metwork Master Plan AalB 61 || M BGD/85/069 ERD Doamentation Centre DTCD 7
BL BQD/86/013 Rafluey Transport of Containers AsDB 43 || W™ BGD/BS/073 Mgt Dev't Progrenme for Upazilas DTCD 7
BL  BD/86/014 Chalna-Khulna Port Project AsDB 43 || WM  BGD/85/CIT Devt of Capital Market . DTCD 44
Q4  BAD/86/035 3rd Natural Gas AslB 43 |)] W BOD/8S/IL6  MIS for Ministry of Finance,II orcn 44
YL  BGD/85/038 2rd District Towns vhater Supply As[B 43 || W BGD/85/117 Loplem Monit & Eval Div (DED) DTCD 7
BL  BI®D/86/053 Road Inprovement Project II AsD8 §1 |} 1M BGD/8S/1iv  ERD, M/o Finence DTCD 7
BL  BQD/86/054 2nd Feeder Roads AsIB 43 || W BGD/ES/140 Integrated Statistical Services DICD 8
BL BQD/85/055 Inland Water Transport AsDB 6f i Q4 BGD/8S/203 Rural Energy Projects DD 44
M BGD/86/060 2nd Science Education AsI3 el || =H BGD/85/204 Madhyapara Hardrod: Project DTCD 8
1M BQD/86/063 Upezila Rural Infrastructure AslB 61 || M  BGD/8S/216 Inpact Study of Country Programming DTCD &3
N (vi)
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MS BGD/86/009 Coordination of Women Projects DICD 8 || mMa BGD/85/011 Forestry Professional Educ - FAD 13
IM  BWD/86/011 Tax & Customs Admin, Ph IT DICD 4 !} NG BGD/85/021 Food Storage FAO 14
M BWD/86/032  Opr/Maint Study, M/O Finance DICD 44 || NG. . BGD/85/028 Academy for Rural Devt (BARD) FAD. . 46
0.1 BGD/86/069 Data Base for Internal Reverwe Serv DICD 63 || NG BGD/85/031 Remote Sensing FAD 46
SH  BGD/86/074 Jamalgonj Coal Field DICD 43 || NG  BGD/85/032 Rainfed Farming FAD 46
MAK  BGD/78/010 S/D of Forestry Products FAD 9 |1 NG BGD/85/040 ' Foodgrain Movements FAD 47
MAK  BGD/79/015 Fisheries Advisory Services FAO 9 || NG BGD/85/041 MIS, Dept of Agric Ext FAO 64
MAK  BGD/79/017 Forestry Sector F40 9 || M® BWD/85/063 Fish Insp & Quality Ctrl FAD 14
NG  BGD/79/033 Dairy Cooperatives FAD 9 || NG BGD/85/066 Sericulture Board FAD 47
NG  BID/79/034 Agricultural Extension FAO 9 || MAKX 3/85/072 Fishpond Rehabilitation FAD 47
NG BGD/80/002 Fertilizer Demonstration FAD 10 || MAK BGD/85/081 Goat & Sheep Production FAD 47
NG BGD/80/003 Plant Protection FAD 10 || MAX BGD/85/08% Forestry Sector, II FAD 14
NG B(D/80/021 Training to Krishi Bank FAQ 10 || MK B@®/85/087 Flood Plain Fisheries FAD 64
MAK  BGD/80/025 Marine Fisheries Survey FAD 10 || M B®/85/124 Central Duck Breeding Farm FAO 47
NG  BGD/81/009 Remote Sensing Techrology FAD 10 || M B®D/85/125 Buffalo Breeding Centre FAD 47
NG BGD/81/012  Small Farmers Development FAD 11 |} NG BGD/85/141 Improved Coconut Production FAD 48
MAK  BGD/81/020 Forest Development Trg Centre FAO 11 || NG BGD/B5/142 Irrigation Field Training FAD 48
MAK  BGD/81/022 Mango Development FAO 11 || MK BGD/85/167 Cattle Breeding FAD 48
NG  BG(D/81/023 Soil Resources Institute. FAD 11 || NG BGD/85/170 BADC Trg Institute, Madhupur FAD 64
MAK  BD/81/034 Fisheries Advisory Services FAD 11 || M | BGD/85/175 Fisheries Trg Institute FAD 64
NG BQD/81/035 Agriculture Devt Advisor Fa0 12 |] MAXX' B@/85/176 Aquaculture Engineering Unit FAD 6%
MAK  BGD/82/003 Rural Poultry Development FA0 12 || NG BGD/85/181 Camputerized Lznd Records FAD 64
NG BG(D/82/005 Jute Research Institute FAD 12 || NG . BGD/85/182 National Land Use Policy FAD 65
NG B(D/82/024 Commnity Statistics FAD 12 || NG  BGD/85/186 Food Storage/Pests FAD 48
NG  B@/83/007 Second Rural Development FAD 12 || MX B@D/85/231 Co-operative Dairy Extension - FAD 14
MAK  BGD/83/010 Second Agricultural Research FAD 13 || NG  BGD/86/001 Agricultural Plamning FAD 48
NG BD/83/013 Irrigation Mansgement Programme FAD 13 || M BGD/86/034 Planning Cell, M/O Fisheries FAD 65
MAK  BGQD/84/046 Tree Planting by Mosque Society FAD 13 || NG BGD/86/041 Cotton Development FAD 65
MAK  BGD/84/054 Social Forestry, Ph II FAD 4 || M BD/86/042 Livestock Development IIX FAD 65
MAK  BGD/84/056 Devt of Sundarbens - FAD 46 || NG  BGD/85/050 Training Support to RDA FAD 48
NG BGD/84/068 Cotton Improvement FAD 13 || MAX BGD/87/006 Rural Poultry Improvement, III FAD 65
MAK  BGD/85/009 Institution Bldg in Fisheries Sector FAD 46 |} YL BQD/82/023 water Master Plsn IBRD 15
1
\;\35 ( vii )
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BGD/82/036 Flood Ctrl, Irrigation IERD 15 || @4 BAD/83/002 Bimen Ground Training Centre ICAD 20
BQ/83/032 Training of ERDB Staff IBRD 15 || Q@1 BGD/85/049 Dept of Civil Aviation ITY 1CA0 21
BGD/83/036 Coastal Aquaculture IBRD 15 ] Q4 BGD/85/165 Dhaka Flying Club ICAD 66
BCD/84/011  BWDB Smll Schemes Project IBRD 15 || Q@4 BGD/86/066 Hangar Project ICA0 51
BGD/84/013  Second Agric Research (Trafning) " IBRD 16 || MS  BGD/79/007 Cottage Industries Devt o 22
BGD/84/016 Container Transportation IBRD 16 || Ms BD/80/030 Devt of Vocational Trg I 22
BGD/84/045 Consumer Market Demand IBRD 16 || 5 BGD/81/0!1  Irrigation Pumpe Training Lo 22
BQD/84/047 Road Rehab & Maintenance IBRD 16 || M5 BGD/81/036 Manpower & Brployment o 22
BG>/84/060 Jamma Bridge Panel of Experts I IBRD 16 || M BGD/82/028 Rural Yorks Progremme, II o 22
BGD/84/062  Hardloom Sector Study IBRD 17 || ¥  BGD/83/011 Enployers' Association o 23
BGD/85/001  Power Sector Tariff Study IBRD 17 || M  BGD/85/051 Labour Procuctivity Centre o 23
BGD/85/004 Low-Coet Sanitation IBRD 17 || M  BGD/85/09%0 Food-for-Work Programme b Vo) 52
BAD/85/022 2nd Gas - Drillirg Mangt IBRD 17 || ¥ BGD/85/091 Naticnal Institute for Local Govt Iw 67
B®D/85/023 2rd Gas - Construction Superv IBRD 17 || sH  BGD/85/135 Touriem Training & Devt o 23
'@D/85/029 3rd Flood Control /Drainage IBRD 18 || Ms B@/85/151 Manpower & Erployment Progrm, Ph YT o 52
1KD/85/045 Surface Water Simulation Model IBRD 18 || ¥ BGD/85/152  National Vocational Trg System Lo 52
B(D/85/074 Management Training for BRDB IERD 49 || » 8GD/85/153 Trg of Garments Workers o 52
BGD/85/076 Master Plan Organization,Ph IT IBRD 49 |} s BGD/85/158  National Fishermun's Cooperative Iw 52
BGD/85/093 Jamma Bridge Appraisal I IBRD 18 || M5  BGD/BS/239 Voc Trg for Unemployed Youth o 67
BD/85/094 Jsmra Bridge Feasibility Study IBRD 49 || s BGD/86/008 Empluyers' Association, Ph II Iw 53
BGD/85/120  Inproved Shripm Culture Technology IERD 18 || M  BOD/86/CI2 Tooperative College o 67
BaD/85/128  Upazilla Bmployment Resource Centreg IBRD 4 || »s BGD/86/068 Local Gowt Ergg Buresu o 67
BaD/85/227 Commodity Aid Utilisation IBRD 18 | S BQD/86/070 Cottage Industries Devt, Ph II Iw 53
BGD/86/002 Surface & Grounchater for Dhaka IrrD 19 1] o« BGD/79/029 Marine Academy MO 24
BAD/86/029 Upazilla Devt Furd IBRD 49 || @f B®D/83/005 Hydrographic Services ™M 24
BGD/86/037  S-E Reglon Irrigation IBRD 49 || s BGD/82/016 Export Promotion Bureau TIC 25
BQD/86/040 Jsmma Bridge Psnel of Bxperts, Ph II  IBRD 50 |} sH B®/8%/057 Strengthening Insurance Ecuxation ITC 54
BD/85/073 Solar tnergy IBRD 30 || sH B@/85/164 Export Pramtion Bureau, Ph II TIC 5%
BQD/80/023 Comm Div, Civil Aviation Authority ICAD 20 || sH B@/85/222 Info Service for Jute & Jute Product ITC 68
BQD/81/002 Dept of Civil Aviation I IcAo 20 |] sH BQD/86/019 Tariff Camdssion ITC 68
BGD/81/003 Civil Aviation Tr Centre ICA0 20 || sH BQD/86/056 Dhaka Chamber of Cammerce ITC 54
Biman Airlines Qs ICAD 20 || oo BGD/82/054 Telecam Trg Centre, II ITU 26

BGD/83/001
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M BAD/85/004 Telecom Staff College 26 BGD/81/004 Housing Development UNCHS 39
MS _ BGD/B6/075 Damestic & Govt Construction Agencies 76 BGD/81/005 Naticnal Physical Plaming NCHS 39
IM ° BGD/86/076 Capital Market Study 76 BGD/85/150  Master Plsn, Dhaka Metropoliten Area WNGS 70
M BGD/73/008 Public Administration CPE 27 BGD/86/043 Ubran Management UNCHS 70
M BGD/76/008 Statistical Services CPE 27 BGD/86/044  Area Development & Shelter TNCHS 56
™ B@/79/001 Petroleun Institute CPE 27 B{/87/018 Strengthening of Pcurashavas UNCHS 70
YL BGD/79,021 Advisory to Water Board {BDB) CPE 27 BGD/76/012 Broadcasting Services NESCO 28
MS BGD/84/023  Planning Academy CPE 27 B@D/77/026  Bargladesh Press Institute UNESCO 28
Q4 B/85/016  Bangladesh Petroleun Institute,Pt. II O°E 69 BGD/81/0C7 Cultwral Heritage UNESCO 28
oG BD/85/236  Programme Logistics Support OPE 35 BD/84/001 Technical Education UNESQD 28
(0] BGD/87/012 Jemma Bridge TA Project CPE 55 BGD/85/0C2 National Literacy Programme UNESCO 71
MS DGD/87 /015 Training of Technologists, Ph II CPE 55 B@D/85/018 iniversal Primary Educaticn WNESOD 28
KAH  BGU/76/002 OF Appraisal Misgian QF 78 B3D/85/088 Nat Inst of Educ Adm & Reform (NIEAR) UNESOD 57
M BGD/76/019  Jute Carpet Market Study QF 80 BD/85/214 Nan-Formal Edixcation for Women UNESCO 71
@ B@®/79/037 Training of Marine Officers ar 78 BD/85/219 Cultural Heritage, II UNESCO 29
™ BQ/80/012 Energy Study & Planning Cell QF 77 BGD/85/235 Museum of Science & Technology UNESQO 71
KB 8(D/81/032 Plastics Techrology III F 80 B/87/003  Strengthening National Library INESCO 71
oG BQ/8:/068  Programme Support [QF 73 . BGD/87/007 Mess Comaadcations Training INESOD 57
SH BG5/62/011  Transnaticnal Corporation QUF 77 BGD/75/013 Jute Prodirte Research WNIDO 30
SH BGD/32/048  Planning, M/o Educaticn F 78 BD/77/025 Plastics Processing, II UNIDO 30
M BGD/83/020 TOKTEN MF 79 BGD/78/002  Fertilizer Plants UNIDO 30
IM _ BGW®D/83/029 Third Five-Year Plan F 77 5D/79/030  Central Testing Labs ., WIDO 30
MS " BD/83/034  Youth Training & Brploymant I 79 BGD/79/036 Machine Tools Factory (BMIF) WNTDO 30
MSS  B®/83/035 Wamen's Training Centre F 77 BGD/80/014  Investwent in Industries WNIDO 31
0] BD/84/022 Road Rehab Project ¥ 80 BGD/82/022 Bxport Processing Zone NIDO 31
Q4 BQD/84/027 W Multi-sector Assistance QF 79 BCD/81/082 Plastics Techrnology, ITI UNIDC 31
MS  BAD/84/031- Study of Devt Projects F 78 S®/82/006 Textile Industry Devt WNIDO 51
MS  B(D/84/034 Employment in Cottage Industries QF 78 B(D/82/047 Textile Technology College NIDO 31
MS  BGD/85/095 Wamen's Training Centre II F 77 BGD/83/037 insulator & Sanitarywares WIDO 32
MS BGD/85/136 Wulnerable Group Feeding (S4F) SF 52 BGD/83/041  Glrss Factories WNIDO 32
M5 BGD/85/220  Shawnirvar Menagement Trg (9F) oF 81 BGD/83/043 Indigenxis Bldg Materisls WNIDO 32
S BGD/85/233 cp Projects Formulation, II QF 79 B(D/84/014 Hand Knotted tioolen Carpet UNIDO 32
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RB BGD/84/018 hittagong Dry Dock INIDO 32 || RB BQD/86/057 Chemical Irdustry Sector WIDO 0
RB  BGD/84/037 Bangiadesh Diesel Plant UNIDO 33 || @ BD/82/022 Kumxdini Hospital v 3s
RB BGD/84/051 Private Textile Mills UNIDO 3 ] ¢ BGD/84/026 Rural Youth in Devt Activities 103 35
RB BGD/84/066 Standards & Central Testing Labe WNTDO 3 || @ BG/80/007 Fostal Acadexy ury 36
RB BGD/85/006 MNon-metallic Raw Minerals NIDO 56 || sH BGD/73/072 Tr of Medical Assistents WD 40
RB  BGD/85/015 Industrial Workshop WNIDO 33 || sH BWD/73/073 Preventive Madicine(NIPSQM) ~ WHO 40
RB  BGD/85/079° ° Hand-Decorated Porcelain INIDO 33 || sH B®D/73/074 Epidemiology & Disease WHO 40
R BGD/85/108 Micro Industries (MIDAS) WNIDO 58 || SH BQD/73/075 Public Health Nutrition WHD 40
RB BGD/85/127 Investment AdvisorylCentre UNIDO 34 |} sH BGD/80/026 Centre for-Medical- Education WHO 40
RB BG@D/85/137 Rice Bran 011 WNIDO 3% |} sH BD/E1/050 Training of Senior Nurses WHD al
RB-  BGD/85/144 Standards & Testing Institution WNIDO 58 || s BGD/84/049 Malaris Cantrol Programme wiD 41
RB BGD/85/162 College of Textile Technology WNIDO 38 || sH BGD/85/101  Epidemiological Surveillance WHD 59
RB BGD/85/191  Teclnological Research on Jute UNIDO 72 || p4 BD/86/067 Kumudini Pharmaceutical Plant WHD 59
RB BGD/85/192 Rasic Electronics Camponents UNIDO C || sH BGD/86/071 Primary Health Care WHO 74
RB  BGD/85/193 Quality Ctrl,Standards/Testing Labs UNIDO 72 ]| sH  23/85/115 Industrial Property Admin WIPO 60
RB BGD/85/194 Fibrous Materials Study UNIDO 72 || M BGD/76/006 Flood Forecasting/Warming 1 o] 37
RB BGD/85/195 Swurvey of Imported Chemicals WNIDO 72 || 11 BGD/79/013  Meteorological Services wo 37
RB BGD/85/225 Follow up Investor's Forun 1987 [§33000) T W v § BGD/85/053 Meteorological Applications Wwo 37
SH  BGD/86/0i8 Import Management INIDO 72 || KAH BGD/BY/010 Cyclane Rehab: Roads/Highumys Study WMo 75
RB BGD/86/021 Cement Clinker Plant, Ph II UNIDO 58 i KaH BGD/87/0!1 Cyclme Rehab: BJIB Feasibility . WO 75
RB BGD/E6/025 Palm 011 Refining UNIDO 72 |} SH BD/85/119 Master Plan for Tourism Devt WIo 38
RB BGD/B5/026  Sugar Millg & Energy Ccnservatim NIDO 73 || '
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List of Interviews
PEDS STUDY

March, April 1987



PRIVATE SECTOR

Oorganization & Name Telephone

Federation of Bangladesh Chambers of
Commerce & Industry (FBCCI)
60 Motijheel C.A. Dhaka.

M.A. Késhem. President & 20 other members 250566,
Metropolitan Chamber of Commerce & Industry

(MCCI)
Chamber Building 122-124 Motijheel C.A. Dhaka.

Habibullah Khan, President 239399,
H.R. Khan. Vice President 253624,
C.K. Hyder, Secretary & 10 Committee members.

Dhaka Stock Exchange (DSE) 231935,
9F Motijheel Commercial Area, Dhaka 239882
M. Akbar Ali, Vice-Chairman

M.A. Quayum., General Secretary & 4 ot*er members
Chittagony Chambers of Commerce & Industry 502325,
Agrabad Commercial Area. 504447-8
P.O. Box No.481, Chittagong

All Ahmad, Ex. Committee Member i

Amir Khasru Mahmud Chowdhury, Ex. Committee Member

M. Hogue Chowdhury, Secretary & other officials
American Business Council, Dhaka 411761
George Pecht (Amman & Whitney)

Poter Schofield (Am. Express)

Mr. Mahbub Jamil (Singer), 39 Dilkhusha C/a

Mr. Shawkat Anwar (Squibb)

Rahman Rabman Huq & Co 259669
52, Motijheel C.A. Dhaka

Saifur Rahman

Oryanon (Bangladesh) Ltd. 233136, 232751
Alico Building, Motijheel C.A. Dhaka

K. Ali Arshad, Managing Director

Ptizer Laboratories (bangladesh) Ltd. 253344,

6/3 Seqgun bagicha, Dhaka,

S.H. Kabir, Managing Director

282880

238340
235168

234979

505098

257190



10.

11.

12.

13.

14.

15.

le.

17.

18

19

20

21.

International Fertilizer Dev. Centre, 259642, 281508
Krishi Bhaban, Dilkusha C.A. Dhaka.

Kenneth L. Moots

Siam's Superior (Hongkong) Ltd.,

Chittagong Export Processing zone, 502189, 504990
P.O. Box 2029

T.C. Swamy, Vice-President

D.E.G. C/0 IPDC, Dhaka 239311-12

H. Mueller Eckhardt, Sr. Technical Advisor

Comilla Cooperative Kharkhana (Workshop)

Rupali Weaving & Garment Factory, Comilla 1E

Pannel Kerr Forster, (UNDP Service Sector Study)
Eric Grean, Andrian Foster

Kurshed Husain, Manager Advisory Division
BSRS

Dr. Tom Timbers
Robert R. Nathnan Associates Inc. Wasnington

S.M. Kamal, Director 256223
Pro Kaushali, Sangsad Ltd.
131 Motijheel C/A, Dhaka

Dr. Ing. K. Islam, Partner . 234714
Associated Resources Management Company
9/1 Motijheel C/A, Dhaka

J.H. Kempster, Chairman 225298
Lever Brothers Bangladesh Ltd.
51 Kalurghat Industrial Area, Chittagong

M.K. Choudhury, Marketing Director 503258
Glaxo Bangladesh Ltd, GPO Box 65, Dhaka.

Bengal Radio Ltd, 500304
54 Dhanmondi R/A, Road 2A, Dhaka

Kazi Reza Hasan



22.

23.

25.

26.

27.

28.

29.

30.

PUBLIC SECT. R

Ministry of Industries (MOI), Shilpa Bhaban

Maudud Ahmed, Deputy Prime Minister
K.M. Rabbani, Secretary

Department of Industries (DOI), HBFC Building,

Anisur Rahman,Director General
S. M. Sekander Hussain, Director

Bangladesh Small & Cottage

Industries Corporation (BSCIC)

137-138 Motijheel C.A. Dhaka.

Mushfiqur Rahman - Chairman

Bangladesh Export Processing

Zone Authority (BEPZA)

Shilpa Bhaban, Motijheel C.A. Dhaka

Brig (Rid) M.H. Rahman, Chairman

Trade & Industrial Policy Formulation
Project authority (TIP)

Planning Commission Complex, Block 3, Dhaka
Dr. A.K.A. Mobin, Project Director
Bangladesh Institute of Development Studies
{BIDS)

Adamjee Court, Motijheel C.A., Dhaka
Professor Rehman Sobhan, Managing Director

Bangladesh Management Development Centre (BMDC)
4, Sobhanbagh, Mirpur Road, Dhaka

M.M. Zaman, Director General
Bangladesh Industrial Technical
Assistance Centre (BITAC)
Tejgaon Industrial Area, Dhaka

M. U. Bhuiyan, Director General

Institute of Business Administration (IBA)
Dhaka University Campus

Dr. Alimullah Mivan, Director

232170, 232127

233232

Dhaka

417418, 417701

417950

239329

239375

237067

325207, 315301

256187

310627,

600121-24

500517

325086



31‘

32.

33

34.

35.

36.

37.

38.

39.

Bangladesh Academy for Rural Development (BARD)
Kotbari, Comilla :

Tipu Sultan, Director General

BSCIC Industrial Estate & Rural Industrial Service

Training Workshop, Comilla

Mustafizur Rahman, Deputy Manager

Mizanur Rahwan, Extn. Officer & 3 other officers

Export Processing Zone, Chittagong

Mahbubur Rahman, Manager
Syed A. H. Lutful Karim, Deputy Secretary

500106

501436

AID AGENCIES, FINANCING INSTITUTION, NGO & PVO & OTHER AGENCIES

British High Commission
No. 7 Rd. 84, Gulshan, Dhaka

Anthony F Blake,Pauley,Dy.High Commissioner
& Econ. Counsellor

Embassy of the Federal Republic of Gecmany
178 RA. 55, Gulshan Avenue, Dhaka

Thomas Kessler, Econ. Counsellor

600133-7

Danish International Development Agency (DANIDA)
600108,602935

No.l Gulshan RA. 51, Dhaka

Finn Nielsen, Counsellor
Erik S. Hansen, Counsellor

Royal Norwegian Development Cooperation (NORAD)
No.7, Rd. 36, Gulshan, Dhaka

Lasse Nymoen, Asstt Resident Representative

Japanese Embassy
No.110, R4. 27, Banani., Dhaka

Takumi Ohashi, First Secretary

United Nations Development Programme (UNDP)
No.60 RA. 11A, Dhanmondi R.A. Dhaka

Maxine E. Olson, Asstt. Res. Representative

603091,

608191,

310370

602304

608192



40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

International Labour Organization (ILO)
39/A. RD. 4/A, Dhanmondi R.A. Dhaka

Joseph C. Fazzio, Director

Asia Foundation
No.40/C R4d. No.ll, Dhanmondi R.A. Dhaka

Jon L. Summers, Representative
Michael K. Kobori, Assistant Representative

CARE International Bangladesh
No. 63, Rd. No.7/A, Dhaunmondi R.A. Dhaka

Virginia H.Ubik, Director

Canadian High Commission
No.16/A Rd. No.48, Gulshan, Dhaka

Victor R. CArvell - Counsellor

USAID Small Scale Enterprise Project

Dean Papavassiliou, Advisor

Rural Finance Project, Bangladesh Bank, Dhaka

Forrest BE. Cookson, Project Manager
Dr. Z2ia U. Ahmed, Research Economist

Asian Development Bank (ADB)
Steeg House, Kawran Bazar, Dhaka

Jacques M. Ferreira, Program Officer

Grindlays Bank plc
2 Dilkusha C.A. Dhaka

Ian Peterkin, General Manager

American Express Bank Ltd.
ALICO Building 18-20 Motijheel C.A. Dhaka

Peter Schofield, First Vice-President

World Bank
22 New BEskaton, Dhaka

Surinder Malek

Bangladesh Shilpa Bank (BSB)
P.O. Box 975, 8 DIT Avenue, Dhaka

Dr. Mohiuddin Khan Alamgir, Managing Director

501902

315922

412985

600181

236191

231486,

235000

325001-4

412226

411023,

406853

238327

234988

236125



51, Investment Corporation of Bangladesh (ICB) 233694
8 DIT Avenue, Dhaka

M. Sekander Ali, Managing Director

52. Uttara Bank Ltd.

94 Motijheel €, A. Dhaka 232144
Byedur Rahman, Managing Director 236104
M. Hossain, Sr. Vice President 232114

Q. Huda. Deputy Managing Director
A.M. Iftiker Rahman, Asstt. Managing Director 255261

53. Industrial Promotion & Development Co. Ltd. (IPDC) 239311
Chamber Building, 122/124, Motijheel C. A. Dhaka 233254

Rashidul Hassan, Managing Director

54. Micro Industries Development Assistance Society (MIDAS) -
No.56, Rd. 7/A. Dhanmondi R.A. Dhaka

M. Mobashar Hussain, Executive Director 326558

65. Bangladesh Rural Advancement Commitee (BRAC)
66, Mohakhali C.A. Dhaka 601604

F.H. Abed, Executive Director

56. Grameen Bank 326619
2/G Shamoli, Dhaka

Dr. Md. Yunus. Managing Director

67. External Resource Division, (ERD) Pending
Ministry of Finance

63, Minlstry of Finance. Investment & 403108
Capital Issue Division

Tawtiq Elahi Choudhury., Joint Secretary
59, Addl. Secretary, Ministry of Industries.
Mr. Nazem Ahmed Chowdhury

US_GOVERNMENT

60. USAID Officials in Washington & Dhaka

6l. US Embassy Officials in Dhaka
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