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Executive Summary

Bangladesh is one of the poorest of the least developed countries, It is
also a young nation in which democratic institutions are not yet firmly
established. Nevertheless, Bangladesh has achieved some very significant
accomplishments over the last 19 years, GNP growth has averaged 3.25%, poverty
incidence has declined from 80% to 52%, there has been significant improvement
in almost all socio-economic indicators, new export industries have been
established and Bangladesh has aggressively privatized over 1,000 industries
nationalized in the pre and post liberation period. Bangladesh has also
responded to frequent natural disasters with resilience and fortitude and has
established an exceptionally effective food security system,

The principal constraints on economic growth in Bangladesh are: a slow
agricultural growth rate; a high population to natural resource ratio; a low
level of private savings and investment; widespread poverty and hunger; an
unacceptably high child mortality rate; a weak educational system and low levels
of literacy; a degraded and dwindling natural resource bage; and the isolation
of women from the mainstream of economic growth., These are the key problems of
Bangladesh’'s two major resources - its land and people.

Considerable opportunities exist for providing US assistance which will
produce significant results, In.agriculture, a combination of positive price
policy, input privatization and deregulation of groundwater has in the last year
unleacshed a major expansion of agricultural production and shown the way for a
sustained expansion of agricultural output over the medium term. In the area of

family planning, Bangladeshi couples actively desire to significantly limit
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family size, but are frustrated by generally inadequate service delivery. In
the private sector, the reforms now just starting on the banking sector and the
strong interest by Government in private investment and deregulation are opening
up major opportunities for expansion of private sector growth and strengthening
of market forces. With the agricultural sector only able to provide new jobs
for about one third of the million or more annual new entrants into the labor
market, the private non-farm sector has to take on an expanded role in output
and employment.

Likewise, there are opportunities for doing more to involve women in the
mainstream of economic activity, to improve natufal resource management, to
decrease donor dependency and improve sustainability. There are other sectors
which are important but which, because of AIDs own resource constraints and the
avallabllity of resources from other donors, are not taken up in this strategy.
Education and urban development are among these.

The goal of USAIDs assistance to Bangladesh is to promote increased economic
growth that contributes to the alleviation of poverty and places Bangladesh on a
longer term sustainable growth path. The leading edge of the strategy is to
achieve a sustainable balance between population and the country's productive
resources. Progress in foodgraln production, fertility reduction, and private
sector expansion will contribute to short term gains of GDP growth of 5% per
annum (2.5% per capita) and lay the basis for longer term economic
transformation over the next two decades.

USAID's strategy in agriculture is to increase foodgrain production through
open market price policies, input privatization, improved resource management,
technology development and transfer and rural infrastructure. In fertility
reduction and child survival, USAID will replicate proven successful service
delivery systems to underserved areas through increased outreach to rural
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clients via satellite clinics, through promotion of greater efficliency and
coordination between the private sector, NGOs and Government in program
management and through increased cost effectiveness. For the expansion of the
private sector, support will be given to encourage development of competitive
markets. Improved financial markets, better policy formulation and
implementation, and deregulation of the private sector are some of the prineipal
interventions, The Mission will also foster improved disaster management
through support for preparedness and mitigation. The entire strategy will be
supported and implemented by three cross cutting themes: sustainability,
involvement of women and open markets/open societies.

The results that are expected from this strategy are significant. They
include: & 36% increase in foodgrain ylelds; a 22X increase in the contraceptive
prevalence rate and a doubling of urban immunization rates for children; and a
39% expansion of the share of private sector investment in GDP. These results
are achlevable and measurable.

The new resources that are needed to implement this strategy over the next
five years are $280.5 million in development assistance resources and $300
million of new Title III food aid and $100 million of Title II. This is a
continuation of current food aid levels and a 17% decline in DA resources as
compared to the last CDSS. We propose to use Title III local currency to
stretch DA resources and to support our objectives in agriculture and family
pianning. We will, wherever possible, divest to other donors the high cost of
commodity procurement. The Mission will need to maintain a quality staff at its
present level, adequately supported with OE funds, in order to implement this

ambitious strategy in an accountable manner.
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I, BANGLADESH: THE DEVELOPMENT CONTEXT

Bangladesh is an extremely poor least developed country with most of the
structural and institutional weaknesses that underdevelopment implies. Any
consideration of the prospects for future development in Bangladesh must focus on
the severe imbalance between the country's population and its limited resource
base. This imbalance is most acutely seen in the unending need to expand domestic
fooed production to feed an ever growing population and the continuous struggle to
create sufficlent new jobs for the accelerating number of new entrants into the
labor force. Population and resocurces are at the heart.of poverty and growth in
Bangladesh., In thls section, we will provide a brief overview of the context in
which U}.S. development assistance is being supplied to Bangladesh and of the not
inconsiderable successes that Bangladesh has had in initiating the long process of
econonic transformation.

U.S. Interests and Objectiveg. U.S. interests in Bangladesh are primarily

developmental and humanitarian. Our development interest is in achieving rapid
economic growth and the transformation of Bangladesh into a more diversified,
resilient and internationally competitive economy. Our humanitarian interest is
in the alleviation and elimination of poverty, hunger and suffering (including
provision of relief and rehabilitation assistance in times of natural disasters),
the promotion of child surviﬁal, and the opening of economic and political choice
to people that currently have little or none. U.S., private as well as public
assistance to Bangladesh has contributed substantially to humanitarian as wellbas
developmental objectives in Bangladesh. |

U.5. economic assistance has been provided to Bangladesh since 1972 (and
previously to East Pakistan) and is the principal means of supporting these
interrelated objectives. The current annual level of assistance is some $§55
million in DA (down from $80 million in 1980) and $80 million in food aid.
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Politjcal Deve ent. Bangladesh, was born in 1971 in a savage war of national
liberation. The conflict destroyed the country's industrial and commercial
infrastructure, devastated many of its financial and other assets, and killed
three million of its citizens -- including many of the intellectuals, managers and
technicians, Although the infant nation evoked the world‘'s sympathy, Bangladesh
was quickly dubbed a "basket case." In 1974, widespread famine struck as a result
of the destruction of purchasing power combined with a major flood, one of the
frequent natural disasters to which Bangladesh is prone. Poor communications and

transportation infrastructure alsco hindered national political integration.

In both 1975 and 1981, political leaders were assassinated in military coups
d'etat, The early political development of Bangladesh has thus been described as
a "Legacy of Blood.” The current president of Bangladesh, retired Lt. General
Hussain Muhammad Ershad, seized power in a bloodless coup in 1982 and proclaimed
martial law. Ershad héld local elections in 1985, and barliamentary and
ﬁresidential polls in 1986. He lifted martial law in late 1986, after his
election as president. Once political activity was again permitted, questions
about the legitimacy of the Ershad government and the fairness of the elections
conducted under the regime inspired séveral major opposition parties to challenge
Ershad's right to govern,

Bangladesh is still in the infancy of its political development and democratic
institutions are rudimentary. The country had been under military or single party
rule for much of its short history. When elections are held, ballot rigging,
strong arm tactics and confrontational politics have been employed by oppositicn
and ruling parties alike. Nevertheless, during the eight years of the Ershad
government, Bangladesh has had its longest period of political continuity and
relative stability. The Bush Administration has endorsed the democracy initiative
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of Cengressman Solarz (as has the House of Representatives) which links the
provision of U.S, developmental assistance to progress in achieving a credible
electoral process, an effective legislative, a free press, an independent
Judiciary, and responsive local government. The United States Mission, under the
leadership of the Ambassador, vigorously conveys this message to all levels of
Bangladesh society and energetically encourages the development of democratic
institutions leading to an open, pluralistic society. U.S. assistance is used to
foster democratic values and the choice and voice of the citizens of Bangladesh.
Local government elections are scheduled for March 1990 and the Government of
Bangladesh has declared jts intent to make these freer, fairer and less violent
than in the past, d

Poverty. Per capita income is a mere $180 per annum-about 1% of the per capita
income of the United States. The quality of life for almost all Bangladeshis is
extremely low. For example, average life expectancy is only S1 years and
Bangladesh is one of the few countries in the world in which female life
expectancy 1s lower than that for males. A full 68% of the population is
functionally landless ji.e. have landholdings of leas than one acre (at current
levels of technology it takes 2.5 acres to feed an average family). Population
density of over 1,700 persons per square mile is among the highest in the world.
The Bangladesh population of 112 million is growing at 2.5% per annum, at which
rate it will double every 28 years. Severe or moderate malnutrition affects 61%
of children and 41X of the population under fifteen. Infant mortality is 118 per
thousand and almost a quarter of Bangladeshl children do not survive to their
fifth birthday. Literacy is only 29% (18X for women). Access to clean water,
adequate medical care and quality primary education are beyond the reach of most
Bangladeshis. Urban slums, shanty towns and substandard housing are commonplace.
Urban populations are growing at 9% per annum creating major problems of urdban
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governance and service delivery. Only 18% of Dhaka households are connected to
central sewage and only 26% have access to tap water. The face of poverty in
Bangladesh is universal.

Socia)l and Economic Instjtutions. Bangladesh is predominantly Muslim (85%) and
has recently declared Islam as the state religion. Although there are important
ethnic and religious minorities (notably in the Chittagong Hill Tracts),
communalism is not as severe as in some other parts of the subcontinent.
Bangladesh is a remarkably homogeneous state linguistically, ethnically #nd
culturally, It has a strong sense of national identity if not yet of national
destiny. Bangladesh is still a predominantly rural society (agriculture accounts
for 46X of GDP) and some 80% of the population lives in rural areas. Competition
for resources is ferocious and patron client relations between more affluent and
politically powerful individuals and tenant farmers or the landless are
universal. Informal markets for credit and labor are established and maintained
through these relationships, frequently reenforced by kinship ties. The
powerlessness of the poor leaves them vulnerable to exploitation and physical
viclence. Legal rights are weakly enforced and corruption, as in many developing
countries, is endemic. The rights of women are weak and abandonment and domestic
violence are distressingly high.

Economic institutions are also fragile. The banking system has been severely
weakened by nationalization and political interference. Market information is
rudimentary and grades and standards absent or unenforced (adulteration of
products is rampant). Infrastructure development is still in its early
stages-roada, bridges and rural electrification are needed throughout Bangladesh
(about 30X of Bangladesh's villages are electrified). Despite significant
progress towards privatization in the last few years, large portions of the
textile, jute and other heavy industries are still in the public sector. Tax
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administration is poor., The bureaucracy is bloated and inefficient, In sum,
Bangladesh is still a least developed country.

Disasters. Bangladesh is one of the most disaster prone countries in the world.
Principal hazards are monsoon flooding, cyclones (and tidal waves), drought and
earthquakes. These natural disasters cause increasing damage and suffering as
population expands. By the use of satellite technology, major improvements have
been made in cyclone early warning systems and efforts are underway to improve
flood preparedness and disaster management. Plans have also been laid to improve
flood control by selected use of embankments. Nevertheless, natural hazards will
continue to be part of the environment in Bangladesh and will cause economic loss
by damage to Infrastructure and economic assets and increased risk for
investment. Disasters are particularly damaging to the poor who not only suffer
the most, but are frequently forced to sell their few remaining possessions in
order to survive,

Achievements. Despite the considerable difficulties that Bangladesh faces, the
achievements of the first 19 years since independence have been remarkable. There
has been significant and measurable progress in almost all socio-economic
indicators. For example, the rate of popﬁlation growth has declined from 3.2% to
2,5%. Infant mortality has declined from 130 to 118 in the last decade and the
incidence of poverty has been reduced from 80% to 52%. Famines are virtually a
thing of the past due to an efficient private sector supported by a functioning
public sector food security system. The food gap has been contained and a record
foodgrain harvest achieved in 1989. Growth of GDP in the 1980s has been a
respectable 3.7% and Bangladesh has been characterized as a world “champion
performer™ in the area of divestiture and privatization (over 1,000 state owned
enterprises have been divested to the private sector), The private sector has
been the leading edge of Bangladesh's explosive growth over the last five years as
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a major exporter of garments. Bangladesh has not incurred an onerous forelgn debt
burden and has also been widely praised for its implementation during the 1980s of
IMF conditionality on structural adjustment and monetary and fiscal reforms.

As a consequence of this performance, Bangladesh has been able to attract
substantial aid flows from a wide array of donors. Aid to Bangladesh is now about
$2 billion per year. The World Bank and ADB have been the dominant multilaterals
and Japan is now the leading bilateral (displacing the United States in 1986).
Donor coordination in Bangladesh is exceptionally close, There is widespread
agreement between donors {(and with Government) on the challenges that Bangladesh
faces and on the basic policies and programs required for Bangladesh's future
‘economic growth.

Against this background, the prospects for future substainable economic growth
in Bangladesh are extremely positive. The constraints are not insignificant (see
Section II), but the opportunities for making a significant difference to the rate
.and pace of economic growth in Bangladesh are real and substantial (see Section
I1I). This CDSS provides the framework for an effective, efficient and results

oriented contribution by the United States to that process.



I1. THE CONSTRAINTS TO GROWTH

Bangladesh Economic Performance jn the 80s. Bangladesh's economic performance

in the 1980s was above average in terms of growth, economic management and
overall policy reform as compared to other least developed countries. This
substantial achievement occurred despite three major flood disasters during the
decade.

Nevertheless, like all least developed economies, the Bangladesh economy is
structurally weak. The economy remains substantially dependent on jute for
employment and export earnings; the tax system is highly inelastic and dependent
on import-related taxes; the public enterprise sector is still exceasively large
and inefficlent; and thé financlal system is weak and underdeveloped., The
perforﬁance of the economy over the last decade is summarized below.

GDP growth slowed in the 1980s relative to the 19703 with real GDP dropping
from an average annual rate of 5.8% between Bangladesh FY73 and FY80 (the
Bangladesh fiscal year runs from July 1 to June 30) to an average annual rate of
3.7% in the 1980s. Record floods in 1987 and 1988 and a depressed jute market
caused GDP growth to fall to 1.8% in FY88 and 2.5% in F¥Y89, GDP growth is
expected to rebound.in FY9) with a rate in excess of 6% on the strength of
agricultural and nontraditional export performance. Due to an average
population growth rate of 2,5%, this translates intec an average annual per
capita income growth of only 1,2% during the 1980s, with negative income growth'
in FYs 83, 88 and 89, Indices of real monetary wages and of wage goods have
trended upward during the 1980s, showing increases of between 20 and 50% over
the decade.

Stagnation in domestic investment since 1983 has helped keep growth below its
potential level, Both public and private investment were punctuated by a marked
upsurge of investment 1ﬁ 1981 féllowed by a leveling out from 1983 onward. The
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ratio of private investment ﬁo GDP has hovered around 6% since 1981 while public
investment has declined from near 10% of GDP in 1981 to 6% in 1988. The decline
in public sector investment is partially explained by the BDG's choice to reduce
public investment as a means to stay within budget#ry expendiﬁure targets under
the IMF structural adjustment program while accommodating increases in recurrent
cost expenditures. It is alsc the result of poor revenue mobilization and
growth of recurrent expenditures. Public investment through the annual
development plan has also suffered from a lack of clear investment criteria.

The stagnation in private investment means that increﬁental private earnings
that could have been invested are instead being directed into other economic
activities such as trading, smuggling, and capital flight. Such behavior
reflects a rational economic response by entrepreneurs to an inconsistent and
cumbersome policy environment and an unpredictable regulatory environment, but
use of capital for these purposes does not appreciably increase productivity or
add to ocutput.

Domestic savings have been insignificant, running less than 2% of GDP through
most of the 1980s In a slight upward trend. Real interest rates on bank
deposits have tended to be moderately negative for short term deposits and
moderately positive for long term deposits. Depending on the method of
calculation, lending rates have been near zero to substantially negative. Major
reforms in the financial system were introduced in 1989 and early 1990 to
address interest rate policles and related financial market problems.

Over the course of the 1980s, Bangladesh performed reasonably well in
controlling budget deficits, money supply growth and inflation. During the
decade, government budget deficits declined from 10% of GDP early in the decade
to between 7-8% in the latter 1980s, In FY84 and 85 total domestic credit and

the money supply (M2) expanded substantially faster than growth in real output.
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Inflation, which had been averaging about 11% in the early 1980s, accelerated to
15%. In response to the resulting economic instability, the BDG adopted and
implemented & medium-term adjustment program in FY87 supported by a three-year
IMF Structural Adjustment Facility. As a conseguence, the average annual rate
of domestic credit expansion declined to 4% in the latter half of the 1980s,
growth in M2 fell from 42% per annum in FYB4 to 16% in FY89 and the inflation
rate declined to a manageable 10X, Some signs have emerged of some reheating of
the economy in late 1989 and early 1990.

Bangladesh has had a chronic shortfall in its rate of economic assistance
utilization. The total aid opening pipeline more than doubled from $2.4 billion
in FY81 to $5.2 billion in FY88. The buildup of the pipeline is almost entirely
attributable to slow disbursement of project aid. Food and commodity aid
disbursements have tended to match commitments, but project commitments were
roughly double disbursements in most of the early 1980s. Despite a fall in
project commitments to the approximate level of disbursements in the latter half
of the 1980s, the project pipeline rose to $4.4 billion by FY88, equivalent to
five years of project disbursements at the FY88 rate. One reason for the slow
rate of ald utilization is the lack of local currency for counterpart funds for
donor-assisted development projects., This "taka gap," as stated earlier,

reflects poor performance in government revenue collection and rapld growth of

current expenditures (propelled by public sector wage increases and subsidies to
state owned industries). These two shortcomings are the manifestations of
economic policy and structural weaknesses., Carry over from the stabllization
program of the mid-80s makes the BDG reluctant to borrow from the banking system

for development investment purposes in spite of the large leverage factor.
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There 1s much less of a problem for AID project disbursements because AID can
pregram counterpart funds generated by the PL 480 program. For AID, the project
plpeline is on the order of 2.5 years.

Historically, Bangladesh has had a structurally weak balance of payments
because of the high degree of dependence on a few products for foreign
exchange. The situation started to improve for the first time in the 1980s. In
FY81 exports were concentrated in four product categories constituting 82% of
total exports; the share of these four categories decreased to 46% by FY88. The
current account deficit declined from 10% of GDP in 1981 to average less than 6%
for FY87 through FY89, Foreign exchange reserves tripled from a level of 1.2
months ($251 million) in FY81 to 4.8 months by late 1988, but fell to 1.8 months

by the end of 1989, The annual current account deficits were more than offset

by donor aid disbursements with balance of payments surpluses occurring in five
of the gsix years between FY83 and FY88. Bangladesh's external public debt was
$8.96 billion in FY88, equivalent to 47% of GDP. Although not inconsequential,
the debt servicing burden, as measured by the ratio of interest and amortization
payments to exports, has been manageable. Bangladesh's debt service ratio
during the decade has averaged 23% and is projected to decline to a level of 21%
through FY94.

Bangladesh has exhibited a fairly typlcal sectoral growth pattern with
services and industry growing at faster rates than agriculture. Real
agricultural GDP averaged a disappointing 1.6%X per annum between FY82 and FY88;
the services sector grew at 4.8% and industry expanded at an average annual rate
of 4.7%. The more interesting story is found in developments at the subsector
level. Average annual growth in exports through the 1980s exceeded GDP growth
by about 4 percentage points in spite of the fact that for traditional exports
average annual growth was less than one percent; non traditional exports—-ready
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made garments, urea fertilizer, shrimp and leather products——averaged 30% growth
per annum. Garment exports have been the prime mover. Starting from a
virtually zero base in 1980, Bangladesh is now the fifth largest exporter of
ready-made garments to the U.5. market, moving up from 28th position three years
ago. Gross forelgn exchange earnings from garments exceeded earnings of
Jute/jute goods in FY88 and continue to pull away.

In summary, the economic report card is a mixed one. Some of the major
factors that have influenced economic growth in Bangladesh over the last decade
have been: a favorable macro-policy environment combined with a strong
commitment to privatization; low factor productivity, but high productien
potential in agriculture; a cumbersome and inconsistent regulatory environment
and poor policy execution at the sectoral level which frustrates private sector
initiative and incentive to invest; poor utilization rates of donor project aid;
and a narrow export base, but with strong performance in nontraditional
exports. In the remainder of this section, we give a closer look at some of the
more important sectoral constraints on economic growth.

Agriculture; Stagnant Production and Low Productivity Bangladesh is still a
predominantly rural economy. Agriculture accounts for 46% of GDP and employs
about 58X of the labor force. Rice and jute production from Bengal's fertile

deltaic plains have been the backbone of the economy and the principal

contfibutor to the historic wealth of this part of the subcontinent. However,
with rapid acceieration of population growth during the second half of this
century, the agricultural sector has had increasing difficulty in meeting
domestic food demand. Since the birth of Bangladesh, there has been a
structural food deficit of 2-3 million metric tons per annum and, despite
repeated Government declarations of the importance of achieving food
self-sufficiency, Bangladesh has remained heavily dependent on food imports.
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The farm economy is dominated by numerous small (and scattered) farm holdings
and by an alarming increase in the functionally landless. The average size of
farm'in Bangladesh is 1.7 acre and the cultivated land per capita is .02 acres.
Yields are low and have grown only 1% a year during the 19803; At current
levels of productivity and family size, it requires a farm of about 2.5 acres
for family food self-sufficiency. The rural landless and near-landless now
account for 68% of the rural population. The competition for natural resources
in Bangladesh is feroﬁious and the pressure of population on the environment
creates great concern about the sustainability of current agricultural resource
use systems and for Bangladesh's dwindling forest and biological resources.

During the 1970s agricultural growth in Bangladesh was a relatively
respectable 3.4% per annum, all the more remarkable in light of the widespread
devastation of the War of Liberatiﬁn and the statist policies of the Mujib
period. However, in the 1980s agricultural groﬁth declined to 2.25% per annum
or leés than the population growth rate of 2.5%, resulting in an increase in the
level of food aid imports. The reasons for this decline in the agricultural
growth rate have been extensively analyzed by the recent UNDP Agricultural
Sector Review and USAID's own Agricultural Sector Assessment. Excessive
regulation of water use, restrictions on the role of the private sector
(especiallj in input delivery) and poor research technologi delivery were
identified as major causes of agricultural stagnation. When a number of the
constraints were addressed in 198%, there was a dramatic surge in production and
record rice crops were achieved. This creates confidence that continued pursuit
of relaxation of these constraints will yleld sizeable productivity gains in the
future.

e ure of Population Growth Bangladesh's population density is
equivalent to locating the entire world's population in the United States.
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Today's population of 112 million people is putting an intolerable pressure on
Bangladesh's natural resources. And the population is continuing to grow at a
rate of 2.5% per year. |

As a result of population growth, the positive GDP growth in the 1980s of
3.7% per annum became a minuscule 1.2% on a per capita basis, Population growth
also siphons off scarce investment and management resources to cope with ever
expanding numbers of claimants on needed social services (such as more schools
and hospitals) and chokes off equally needed quantitative improvements in them.
Unfortunately population growth simply cannot be dramatically slowed in
Bangladesh in the near term. The challenge is to bring down total fertility as
rapidly as possible and to avert the nightmare scenario of a population of 690
million people by the twenty-second century (rather than the 330 million which
would result if a fully successful family planning program is implemented). The
gsocial, economic and environmental consequences of the pregssure of a near seven
fold increase in the number of people living in Bangladesh is almost impossible
to comprehend. Nevertheless, the relentless arithmetic of uncontrolled
population growth has to be at the heart of any considered effort to put
Bangladesh on to a sustainable growth path. Without a major and successful
family planning program, economic growth is aimply unattainable.
Poverty and Hunger Poverty in Bangladesh is synonymous with hunger. By
convention, the poverty line in Bangladesh is defined as a household income to
purchase a basic diet of 2,122 calories per person per day. Based on the latest
available World Bank analyses, as of 1986, poverty incidence in Bangladesh is
estimated at 51% in rural areas and 56% in urban areas, or 52% nationwide,.

The data on poverty in Bangladesh do indicate that some progress in poverty
alleviation has occurred over the past decade, with the incidence dropping from
over 80% in 1974 to 52% in 1986, The decline is attributable to increased rural

-13-



wages (which began rising from 1980781 after declining in the 1970s), changing
of diets to lower cost foods, and the increased efficlency of the Public Food
Distribution System, specifically food siubsidy targeting. WMalnutritien rates
fell from almost 78% of the child pdpulation in 1975776 to 64% by the
mid-1980s. The considerable success of Bangladesh in aveiding famines in the
wake of major floods, droughts and cyclones over the past decade is also
testimony to open market policles supported by PL 480 Title III food aid which
stabilized prices during crises - vital to the poor who spend 90% of their
income on food, primarily on foodgrains.

However, the battle against poverty #nd hunger is not won. There are still
some 59 million Bangladeshis 1living in poverty. Moreover, as a result of
population growth, the access by the poor to ¥ood producing resources is
dwindling. For example, landlessness an8 near landlessness (i.e., households
owning one acre or less) ‘has increaged from just over half the rural population
in the mid seventies to over two thirds by the mid-eighties. Also worrisome is
the fact that, although average calorie intake 4n 1986 was about 10% higher than
in the post liberation period, there Bppears to be & -decline in protein, fat and
micronutrient intake. Surveys alsbt show that -epproximately 300,000 children are
blinded each year due to Vitamin A deficiéncy and 85% of the entire population
suffer from iron deficiency anemia.

Addressing the twin faces -of poverty -and hunger -is -anply justified on
humanitarian grounds. However, failire to a2lleviate poverty and hunger will
also make growth and universal -particijyetion dn w productive opén economy
impossible. Sustaining Bangladesh :food “security-i.e., «the ability -of families
and the nation at large to command ‘an ‘z2ssured “and :adegquate daily foodgrain

supply is one of the major *keys to ‘poverty reductien.
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Education: The NHeed for Literacy and Skills Achievement of basic literacy and

numeracy remains beyond the reach of most'Bangladeshis. While 71% of all
children are enrolled in primary school (56% male, 44% female), only 30%
complete grade 4. Adult literacy is estimated at 29.2% (39.7% male and 18.0%
female). Although literacy has not been a barrier to acceptance cof new
agricultural technology or of family planning, these low levels of literacy are
constants on long term growth and productivity of the economy.

The efficiency of primary education in Bangladesh is extremely low. In
addition, while thé primary school age-group has increased in size by 38% over
the past decade, the number of schools has increased only 10.5% and the number
of teachers by 12%. Most of these increases have been.the result of
non-governmental schools starting‘or expanding their operations. At the other
end of the.spectrum, there are serious deficiencies in highly-trained manpower
due to the low quality of university and college instruction and constant campus
unrest. The higher education system is turning out graduates with technical and
managerial skills inadequate to support a growing, more technologically complex
economy. There is strong interest in the Government to reform specialized
higher education institutions (e.g., agricultural colleges) to address these
constraints, and U.S. and other donor experience suggests there are worthwhile
opportunities. There may also be broad scope for using informal education
mechanisms to make up for deficiencies in the formal system to impart selective
training in new technologies to farmers, social service providers and private
business.

Although BDG inﬁestment in education is cne of the fastest growing budget
items in the Annual Development Plan, (8% of which is allocated to basic
education), Bangladesh still spends less per capita on education than any other
country in South Asia, However, the key to addressing the sector's constraints
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is more than financial; changes in management ¢of the education system are
fundamental to strengthening public education. A World Bank sector review in
1989 cited severe institutional constraints to improving efficiency of the
education system. Curriculum development and teacher training were two areas
identified as fundamental to improving educational quality and student
retention, Realistically, the public education system may not be able to
address these problems rapidly enough to meet the demand for primary schooling,
meaning that ﬁhe private sector and NGO schools will be increasingly relied upon
to plug the gap.

.ﬂatural Resource Degradation 1/ Bangladesh is facing a rapid assault on its
scarce and fragile natural resources. Two thirds of the total tree cover has

been lost since 1960 and only 6% of the land area remains under forests-down

from 20 percent in 1960. The remaining forests are under relentless pressure
from an encroaching and expanding population. .Poor timber pricing policies,
corruption, weak regulation and enforcement are also contributing to this
decline. Bangladesh 1s almost totally dependent on biomass for its household
energy. The burning of all available wood, leaves, crcp residues and animal
dung is polluting the ailr, reducing soil organic matter and nutrient
availability, contributing to desertification in the northwest and accelerating
gsoll erosion in the Chittagong Hill Tracts. Rural households spend ever
increasing amounts of time in search for fuel - up to 30 hours per week per
household, mainly by women.

Biodiversity is also being threatened. Three species of rhinoceros and two

species of deer have become extinct durimng this century in the unigque mangrove

1/ For further details, see Annex 1, Biodiversity and Tropical Forests, and
USAID, Environmental and Natural Resource Assessment, (1990)
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swamps of the Sundarbans. Indiscriminate conversion of fragile coastal areas to
shrimp farming, unchecked industrial and urban pollution, poor regulation and
farmer knowledge of pesticides and poorly planned construction of rural roads and
flood control embankments are threatening the visbility of Bangladesh's prolific
freshwater and marine fisheries which provide 80% of the protein consumed by the
rural poor. Fish catches have declined by 20% in the last several years. The
sustainability of long established rice based monocuiture and of the uncontrolled
use of groundwater is being questioned and, in this and many other areas,
information and institutional capacity to monitor envircnmental degradation are
weak or absent.

The competition for scarce resources in Bangladesh is truly overwvhelming as
increasing numbers of people, most of them poor, seek to survive on whatever
resources can be garnered from a shrinking natural resource base. This iz indeed
a fundamental constraint on economic growth in Bangladesh which threatens long
term sustainability.

High population growth is part of the problem. There is also a need to develop
alternative sustainable production systems for the long term in agriculture,
fisheries and forestry. Solutions will require not only better utilization of
existing resources, but the development of alternative income producing activities

vhich are less dependent on national resources and, utilizing Bangladesh's

abundant labor, draws on international markets for expanded inputs and products.
The competition for resources will also intensify as incomes grow and Bangladesh
moves further up the consumption scale. Although Bangladesh has important
alternative energy resources in natural gas and, although still unproven, coal it
wiil need to be able to access, through expanded intermational trade, other and
cheaper resources for much of its expanding consumption of non-energy raw
materials.
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_Lsolétién of Women The condition of women in Bangladesh, according to the
Population Crisis Committee, is the worst in the world. In terms of life
expectancy, education, participation in the work force, child survival, economic
empoverment and legal protection (against male desertion, divorce and physical
abuse) Bangladeshi women have to bear great burdens. There have been sdme
improvements in certain indicators such as mean age at marriage (rising since 1975
by 1.8 years to 19.2 for urban women and by 1.7 years to 17.8 years for rural
women), literacy (from 12% in 1970 to 16% in 1985) and female participation in the
labor force (up from 5.1% in 1981 to 9.%i'1n 1§85). Nevertheless, numerous
studies show that women are most severely affected by poverty and that a growing
and disproportionate number of female headed households are found in the ranks of
the landless and the truly destitute. The feminization of poverty is occurring in
Bangladesh as in so many other parts of the world.

The poor condition of women has-ifsffhﬁact on economic growth in many ways:
lost productivity from an undertrained ‘and underutilized female work force, high
personal and social costs of unavoided ‘pregriancies ‘and early female death, and
increased child mortality from isolatéd and undereducated mothers.

SUMMARY

In this section we have highrightéﬁﬁé&ﬁe of the principal constraints to
accelerated economic growth in Bangiadééhi. <THe 'principal factors shaping the
future of Bangladesh are its two major résources—its people and its land. These
are the issues we have chosen to higﬁliéﬂt. ;In‘devéloﬁing our response we have to
be conscious of other constraints-many “6f "whi¢h can be overctome by promoting open
markets and open societies-but trless the'pioblems 6f 1ow agricultural output,
population grdwth,'poverty,’sﬁétéiﬁaﬁle’résdﬁrte management ‘and more effective
utilization of human capital (b6éth men and whhen) are’addressed, we do mot believe
that Bangladesh can be successful in séeing through its own structaral
transformation, In the following sectién, we examine the opportunities for AID

assistance which can achieve useful results directed at these problems.
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IIT  OPPORTURITIES FOR RESULTS DRIVEN ASSISTANCE TC BANGLADESH

The challenge for the CDSS is to select areas in which AID can make a
significant difference to accelerating sustained economic growth. In this
sectiocn, we identify those priority areas in which AID's relatively modest DA and
Food resources can best support market driven development and produce significant
and measurable results for Bangladesh. There are many areas which we, sometimes
reluctantly, have decided to leave unaddressed or in which we have concluded that
the payoffs to AID interventions are insufficient (see Roads not Taken in this
section). Fbllowing this discussion, we will lay out in Section IV the detalls of
our strategic and interventions and the specific results expected from them.
Agriculture: e Pot al t Growth in Foodgrain Productjon Despite the
lackluster performance"of the agricultural and foodgrain sectors during the 1980s,
there is significant reason to think that sharp increases in agricultural
production and foodgrain output are achievable during the CDSS period. The recent
UNDP Agricultural Sector Assessment, the World Bank funded Bangladesh Water
Development Master Plan and USAID's own Agricultural Assessment confirm that there
is considerable excess capacity in the sector over the short and medium term.
This is defived from an underutilized groundwater resource which is easily
exploitable by the private sector through simple shallow tubewells and low lift
pumps. The recent liberalization of the irrigation sector (decontrolled placement
of shallow tubevells, deregulation of imports and spare parts) resulted in 60,000
new wells being dug in 1988/9. USAIDs recent successes in privatization of the
fertilizer sector resulted in an explosion of pent-up demand for fertilizer, a 35%
increase in 1989. Most importantly, as a result of USAID's Title III program, a
favoratle ﬁrice regime has been put in place. As & consequence of these develop-
ments, coupled with favorable weather, there was an unprecedented surge in

production in 1989 with record Boro and Aman rice crops.



The success of 1989 shows that, with an appropriate incentive iegime, a
sustained commitment to deregulation of the private sector agricultural inmput,
production and marketing industries, and with technology in the hands of farmers,
foodgrain output can expand dramatically.

Increased foodgrain production will contribute to Bangladesh's overall
development by: 1) expanding employment on the farms and in agribusiness
industries (inputs, processing, marketing) and, by stabllizing wage rates and
dampening inflatien thereby increased labor demand in other sectors; 2) increasing
food consumption (as a result of stable or declining real prices for food) with
particular benefits for poverty alleviation; 3) increasing rural incomes and
expanding effective demand for nonagricultural goods and services; and, 4) by
protecting Bangladesh from famines induced by natural disasters. In other words,
Bangladesh has a major opportunity to realize the benefits of rapid agricultural
growth that have been achieved elsewhere on the subcontinent and, thereby, to lay
the foundations for future sustained growth of the entire economy.

USAID is an established player and an acknowledged leader by other donors and
BDG in the areas of price policy, private sector agribusiness, technology
development and rural infrastructure. The challenge for the CDSS will be to
combine these with other strategic intervemtions to ensure the sustained growth of
the foodgrain economy. Expansion of foodgrain production is a high priority for
the BDG and is being supported by other domors, particularly in the areas of
needed, but expensive, infrastructure development (irrigation, rural roads etc).

The Desire for Fertility Reduction apd Jncreaged Child Survival It is not

overstating the case in Bangladesh to assert that reducing population growth is

the sine qua peon of sustainable economic development and poverty alleviation. It
is encouraging that this priorityuis,recognized—by the BDG through its public
support for the national family planning. program (public, NGO and private) and
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that family planning and c¢hild survival are priorities for the next Five Year Plan.

Equally encouraging is the documented evidence that the opportunity for making
a significant difference in population growth is immediately available. Average
desired family size i2 only 2.9 children whereas average completed fertility is
4.9 children; 55% of couples in their reproductive years already want nc more
children, and another 22% would like to delay the next birth by two years or
more. However, only about 30X of rural women have access to contraception. It is
indisputable that there is a huge unmet demand for contraception. By addressing
that demand, 1£ is possible to increase the contraceptive prevalence rate (CPR)
from its current 33% to over 50% without substanﬁial change in incomes,.social
values or othef soclo-economic variables.

Contraceptive use is already high where there is access to quality services,
extending to as much as 55% of all eligible couples in urban Dhaka and in some
rural areas with meore intensive NGO and government service delivery programs.
However, service coverage in many rural areas remains poor and it is there that
most of the unmet demand for contraception lies. Supply constraints in Bangladesh
are formidable. The sheer size of the population to be served makes family
planning a major logistical challenge. Added to this is the lack of
Infrastructure, the physical inaccessibility of many rural areas and cultural
barriers (e.g. purdah) which prevent women from travelling to static service
centers. Despite all these difficulties, Bangladesh has managed to transfoim
itself In the space of a decade and a half from a country in which family planning
was virtually unknown (contraceptive prevalence of 7%) to one where awareness is
almost universal and fully a third of all couples practice contraception. In
fact, Bangladesh managed to achieve a larger fertility decline (30% in a decade
compared to 26%.over two decades) in about half the time taken by AID's 20 largest
family planning programs worldwide! The challenge is to extend these achievements
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to still unserved rural areas and to begin to tackle the difficult issues of
increased financial.sustainability, cost recovery and cost effectiveness.

A critically related area where major improvements can be made is in child
survival. Not only does famil? planning and assoclated birth spacing
significantly increase child survival, but there 1s alsoc major opportunity to
expand the coverage of immunization against preventable childhood diseases which
are major factors in child mortality in Bangladesh. For example, urban
immunization rates have been increased in the last five years from nearly zero to
20% and can be doubled over the next five years. In turn, of course, increased
child survival reinforces the desire to limit family size.

USAID is a principal domor in the population area and exerts a disproportionate
influence in the policy formulation of BDG and other donors by virtue of its
sustained and highly regarded presence in country, long established operations
research systems and the high quality technical services that we can mobilize.
Moreover, USAID provided critical leadership during the $0s in laying the
foundation of a major national family planning program. For example, the Ministry
of Health and Family Planning, has begun nationwide implementation of a management
information delivery service s&stem developed and field tested with USAID
assistance., USAID has also helped establish the beginnings of a reliable national
logistics system. We have also created ane of the world's largest and most
successful soclal marketing programs and developed an extraordinary network of
NGOs which deliver a major portion (nearly a quarter) of all family planning
services in Bangladesh. USAID's family planning and child survival programs have
unequivocably made major contributions to the more than four-fold increase in
contraceptive prevalence over the last 15 years.

Expansion of a Competitive Private Sector The private sector is well established
in Bangladesh in production, commerce and trade. The recently completed (and AID
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assisted) Census of Industries has documented that there are over 1.25 million
small scale hon-farm, non-household businesses in Bangladesh. Bangladeshis enjoy
a reputation as aggressive salesmen, traders and entrepreneurs overseas as well as
in Bangladesh,

The record of Bangladesh in undoing the statist policies of the Pakistan and
post-Independence period has been remarkable, Over 1000 State-Owned Enterprises
have been privatized including 650 industrial enterprises and several Banks, The
share of industrial assets owned by the Government fell from 94% in 1975 to about
40% in 1986. The process of privatization started in 1975 and reached its peak in
the 1980s as Bangladesh instituted a New Industrial Policy (NIP) in 1982 and a
Reviged Industrial Policy (RIP) in 1986, The BDG has further ambitious plans to
privatize the Bangladesh Telegraph and Telephone Board and transform pubiicly
cwned petroleum, fertillizer and natural gas companies into public limited
companies (i.e., 49% of share capital sold to the private sector) in addition to
the ten such companies already creatgd.

The new industrial policies.also intreduced substantial progressive
liberalization of the trade regime to the benefit of private industry. Tariff
structurgs have been simplified (e.g. the number of tariff rafes reduced from 24
to 11) and access by exporters to imported raw material; eased. A Board of
Investment was set up in 1988 with representatives from both the private and
public sectors in order to streamline approval of private sector investment
projects. Since 1988, only 4 stra;egic goods have been subject to monopoly price
controls: fertilizer, sugar, paper and newsprint., As a result of USAID's
fertilizer project fertilizer is now in large part deregulated. Promotion of
small scale industries has been undertaken under the Bangladesh Small and Cottage
Industries Corporation and a variety of policy measures put in place to encourage
thése jndustries (e.g. income tax exemption for handicraft exports).

-23-



Bangladeshi entrepreneurs have responded aggressively when presented with a
stable, predictable regulatory regime. For example, the deregulation of the
fertilizer distribution industry has allowed 60,000 new private sector dealers to
emerge and, despite protests from the old state monopoly (BADC) that the private
sector could "never" produce businessman that could finance and manage direct
1ifting from factories in loads of several hundred tons, nearly 200 such dealers
have emerged in the last year and the number is still growing!

Likewise, the meteoric expansion of private sector non-traditional exports in
such products as garments, shrimp and frog legs was also from a competitive
private sector operating in a reasonable policy environment. Private sector
garment exports in 1979 were $0.1 million; in 1988, they were.$434 million,
surpassing jute, the traditional export leader. These new industries have also
shown that the Bangladesh private Bector can compete in open international markets
and that Bangladesh can capture the benefits of trade.

The private sector in Bangladesh 1Is nmot without ifs problemsa., Some of the
privatized companies have never been Yeturned to profit making status. Credit and
financial markets for the private séctor ate weak. Sﬁuggling across the rather
porous borders with Indias diminishes markets for domestic producers and the
standard claim is that Bangladeshi businessmen préfer trading and commerce over
longer haul industrial investments-probably where risk and uncertainty (including
that from sudden BDG policy thanges) is gfeater mwnd profits lower. Private sector
business management needs strengthening. Jdmplementation of public policy on
private sector deregulation has al%o 1agged béhind policy declaration.

The challenge for Bangladesh in the future is to enable the private sector to
expand at a sufficiently rapid rate to absordb mew éntrants into the labor force.
Agriculture has been the traditional principal empleyer (60X or more) but is only
expected to provide employment for dne third of the million or more annual new
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entrants into the labor force. Current BDG policy commitment, the continuing
support of other major lenders to Bangladesh for future private sector policy
reform and the successes of the 1980s are ample grounds to think that private
sector expansion and its attendant job creation has significant promise for the
future,

USAID has nearly a decade of experience in working with the Bangladesh Central
Bank and is well positioned to provide support to major financial sector reforms
which will return the non~commercial {state owned) banks back to profitability (to
the benefit of private sector borrowers) and eventual privatization. We also have
close working relations with the Ministry of Industries and the Board of
Investment {(which have requested USAID assistance in accomplishing deregulation),
we are supporting the Dhaka Stock exchanges and have been active in small scale
business promotion and development both at the policy level and the individual
firm level. We are leaders in the privatization of the fertilizer industry. In
short, there is a major opportunity to accelerate the creation of new private
sector enterprises and of urgently needed new jobs by promoting competitive
markets.

Involving Women The status of women in Bangladesh, described in the previous

section, is abysmal and a significant deterrent to long term growth and
development. Obviously, an effective and widespread population and child survival
program is an indispensable prerequisite to enabling women (in a society of nearly
universal marriage) to participate more fully in the economy by gaining control
over their own fertility. Our family planning program therefore is on the front
lines »f supporting greater soclal and economic involvement of women.

There are encouraging signs that the BDG, with the active support of donors, is
willing to take a more aggressive stance on women's participation. A separate
Ministry of Womens Affairs has been created and universal free primary education
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for rural girls (not boys) has recently been declared. New primary school
teachers are belng hired with a 60:40 female male split. The BDG has embarked on
an ambitious program to employ an additional 10,000 female family planning
workers, bringing the total female work force to more than 20,000 in the
Government system., In addition, 10,000 vomen family planning workers are being
employed in RGO programs. The explogsive growth of female employment in the modern
garment industry, althcough at very low wages, has broken new ground for the future
expansion of female participation in economic activity outside the household.

We see significant oppertunities to accelerate the integration of women into
the economy of Bangladesh. Support for women's entrepreneurial activity, the
rights of marginalized women under the lav, improved female access to credit,
managerial training and support for women's secondary education are some of the
current activities in our portfolio. Open market/open society development in
Bangladesh and suppor; for the primacy of the private sector can draw women into
the mainstream of economic activity to a far greater extent than in the past.
Enhanced Sustaipability Sustainability im Bangladesh has gignificant
environmental, financial, managerial and institutional dimensions. All of these
represent major challenges for the future and for the overall success of
development efforts in Bangladesh.

The conflict between finite natural resources and the demands of a growing
population are as acutely posed in Bangladesh as amywhere on the planet. The
needs for improved natural resource and envirommental sustainability have been
identified by our Environmental and Natural Resource Assessment as have a number
of actionable suggestions for mitigation (see Annex). The increased awareness in
the BDG, among individual Bangladeshis, NGOs and other organizations as well as
among other donors - of the critical rature of environmental issues gives some
optimism that improvements can be realized. Bangladesh has created a mew Ministry
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of Environment and Forests and, in the wake of the 1987 and 1988 floods,
estabiished a new International Institute for Environmental Studies and Disaster
Management. Bangladesh is also well aware that it is very much at risk from
rising sea levels as a consequence of global warming. According to one estimate,
Bangladesh may have as many as 40 million environmental refugees in the next
century.

The importance of environmental 1ssues (e.g. effect on fisheries, aquifer
recharge and soll fertility) has also been recognized by BDG as well as by donors
in the conteit of the Flood Control Action Plan., The linkage between reduced
fertility and environmental suétainability is also widely recognized. There are
also opportunities for environmental policy reform including energy pricing, which
could substantially restructure demand for scarce natural resources (e.g., reduce
forest and fuelwood use and increase alternative energy resources such as natural
gas or coal). Moreover, as economie growth takes place in Bangladesh and there is
growth in incomes and in open market trade regimes, new opportunities will emerge
for developing a more diversified and environmentally sustainable agricultural
production system than the present dominant monocrop rice system.

With regard to financial, managerial and institutional sustainability,
Bangladesh currently has an undesirably high level of donor dependency (for
example, some 85% of its annual development program is donor financed) and has
only just started the long process of structural.transformation of the economy
that {s needed to put it on a fully sustainable growth path. To promote financial
sustainability, it will be necessary to raise incomes, transfer service delivery
where possible to the private sector and to promote greater efficiency of public
sector administration (e.g., tax collection) and service delivery. Public sector
administration is out of date; literally suffers from redtape and needs greater
decentralization and delegation. Management sustainablility, both public and
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private, requires Institutional development and reform in the formal and informal
efucation sectors and :development ¢of domestic in-service training capacity.
Priority areas for #fleveloping institutional sustainability in Bangladesh sre in
policy formulation and implementation, technology development and transfer ‘systems
and in improving public and private accountabilicy.

The problems of sustainability in Bangladesh are legion and the obstacles to
efficient orderly implementation of well thought out policies and programs are
endemic and the reason that donors continue to provide expensive technical
assistance. 4An assistance strategy which is te produce results has to take these
issues into account. Development of institutlonal pluralism, suppert for
democratic institutions, promotion of open Wmarkets and open scocieties and
acceleration of structural transformatlon are part of the response. Careful
projept and program designs which address sustainability issues in those strategic
areas in which we provide assistance are also part of the response. Bangladesh is
still a young country which has been absorbed by its past and present. Bangladesh
has done well in establishing systems of public and budgetary allocations and
administration and in encouraging the private sector. Bangladesh has shown itself
tq be far more sustainable than its early erities ever thought possible.

Open Markets and Open Societies The Yevel of development of democratic
institutions in Bangladesh was described ih Séction I. They are still veﬁk and
fragile. Nevertheless, there are major bpportunities for broadening and deepening
the voice and choice of individuwals and drganizations in such areas as national
and local priority setting, or in cthsuption and investment (including
alternative education) which will improve the accountability and transparency of
public institutions. Interventions are frequently in themselves rather modest;
collectively however, they canh make a major difference in encoufaging the growth
and development of alternatives in Bangladesh. For example, USAID is currently
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providing one third of its entire DA assistance through NG0s. We are also
providing support to civic participation, voter rights education, legal aid
socleties, organizations for the suppression of narcotics, chambers of commefce
and manufacturing associations, judiciary training, employment of women, NGO
networks, user participation in utilities management, and to efficiency,
accountability and transparency in lccal government., These opportunities can be
enhanced and enlarged in the next five years.

In addition, our private sector program is aimed directly at promoting open
competitive markets. We see numerous opportunities to deepen government policy
commitment and implementation of deregulation which will unfetter the energy of
the private sector e.g., in fertilizer and input distribution, in Social Marketing
of contraceptives and in private enterprise development, as has been described
above.

Roads Not Taken The challenges and opportunities for USAID to make positive
contributions to Bangladesh's economic development are numerous. As part of our
CDSS preparation, we made a conscious effort to inform ourselves about other
sectors other than those in which we have historically worked and to examine the
coverage of other key areas by BDG and other donors. For example, we specifically
looked in some depth at education, urbanization and natural rescurces., In this
section, we briefly summarized the involvement of other donors and the reasons for
largely closing the door on direct support to education and urbanization
activities in this CDSS.

Through the local coﬁsultative group mechanism, USAID coordinates sectoral
emphases for our investments with other bilateral and multilateral donors. We
work in parallel with other donors in the area of agricultural research (IDA, ADB,
UNDP and CIDA), in rural electrification (IDA, ADR, CIDA, and EEC), agricultural
education (Japan), family planning (UNFPA, FRG, CIDA, and IDA), rural roads (WFP),
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and water sector development using Title IIT resources {IDA, ADB, and others). In
these areas, we provide primarily grant TA and training and focus on policy
dialogue and institutional development issues. We also use our resources to
complement and leverage larger policy reform packages of multilateral donors, such
ag the World Bank's financial sector credit reforms. In several areas, we are
actively recruiting other donors (particularly Japan) to take up the burden of
some of our increasingly expensive project activities. These include: family
planning contraceptive reguirements, female secondary scholarships, rural
electrification commodities, and fertijlizer commercial credit requirements.

There are a number of sectors which because of other donor's comparative
advantage and USAID resource and staff constraints we leave to other donors.
Education is one of these. Despite the seriousness of the problems we do not
believe that we can make a significant difference with the resources available to
us. Moreover, IDA is leading the develgpment of & major multi-donor sectoral
investment in basic education which ghould satisfy the need for financial and
technical support for the next 4-5 years, Consequently, if somewhat regretfully,
we have decided to make no investments {n primary and secondary education (apart
from ensuring that our highly successful Female Secondary Scholarship pilot
program is phased over to the BDG gnd/ar other deners). Our sole foray into
formal education will be targeted support to higher agrieultural education as part
of our private sector/technolaogy emphases in that sector.

In urban development, the UNDP, IDA, ADB and Japan, have major infrastructure
programs devoted to urban water and sanitation, roads, and housing. 1In addition,
the World Bank is considering a majer municipal development loan to improve
planning and financial management capabilities for smaller towns and cities, while
at the same time addressing some of the geuntry's major urban infrastructure
requirements. AID is supporting small-scale infrastructure and services for
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development of rural towns into commercial and business centers through rural
roads, bridges, and electrification, and is strengthening urban bases for economic
activity and service outreach (i.e., support for immunization programs,
small-scale industry, and family planning). We do not propose to develop
stand-alone urban development projects. However, UNICEF is conducting a major
study on urban development problems (scheduled to be completed in 1991) which may
provide options for improving the urban focus of AID activities.

In other major areas, Denmark and IDA are devoting both technical and capital
assistance to the water transport sector, and a number of donors, among them ADB,
IDA, SIDA, DANIDA, UNDP, ODA, and CIDA, are working in livestock, fisheries, and
forestry. Our assessment 1s that they shculd remain the primary donors in these
areas although USAID interest in flood plain agriculture, farming systems, and
environmental managemeﬁt will complement these efforts in some areas.

In short, given the limited future levels of financial resources (about 6.5% of
total ODA to Bangladesh) and staff available to us, we must be ruthlessly
selective in the use of those resources., We are obliged to seek ways to stretch
our dollars and food ald rescurces by outlecading wherever possible high cost
inputs while concentrating on lower cost but high quality grant funded activities
which complement the large loan volumes of other donors. In this process we will
also seek to draw these other donors into supporting our policy and reform agendas.

The Prospects for Sustainable Economic Growt In summary, it is our belief that

Baﬁgladesh can reach a sustainable 5% real GDP growth rate over the next ten
years. Such growth will no doubt creaté sizeable strains on the economy. For
example, the balance of payments will be difficult to manage in the short run as
the démand increases for import of intermediate goods for industrial expansion.
Private investment and savings will need to increase and donor aid utilization
will have to improve. Exports will need to expand, particularly nontraditional
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exports, and new export lines will have to be developed. But with our assistance
supporting key areas of agricultural production, population and mortality
reduction, and private sector expansion, these strains can be managed, structural
changes achieved and the beginning of sustainable growth made a reality.

The key to rgalizing Bangladesh's full growth potential rests on promoting
market driven development through continuing liberalization of the economic policy
and regulatory framework and by relying on open market forces and democratic
decision-making as the fundamental tenets. This must be complemented by a
sustained longer term effort at reducing fertility and managing the country's
increasingly strained natural resource base. Our cptimism that Bangladesh can
meet this challenge is based on the record of substantial economic reform measures
that have been implemented since Liberaticn and genuine interest by BDG officlals
in continued liberalization; the strong potential for and commitment to family
planning; the demonstrated growth ability in export manufacturing and agriculture;
strong interest at the highest policy levels in environmental management; and the
reasonably large aid flows that can be mobilized by the BDG from other donors. It
is within this framework of challenging opportunities that we have formulated our
selective and focused strategy for the first half of the 90s and to which we now

turn.
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IV STRATEGY

The goal of AID assistance to Bangladesh is increased and sustained economic
growth that contributes to the alleviation of poverty and places Bangladesh on a
longer term sustainable growth path.

The leading edge of our strategy is to confront the challenge of achleving a
sustainable balance between population and the country's productive resources.
We link progress in three sectors - agriculture, fertility reduction and child
survival, and private sector expansion - to the achievement of both short-term
gains and to the laying of the permanent foundations of economic transformation
and sustaiﬁﬁble growth. Without progress in both long term fertility reduction
and in natural resource management, durable growth and poverty alleviation in
Bangladesh 1s not achievable. They are prerequisites for achieving the
structural transformation of the economy and establishing Bangladesh as a more
diversified, resilient and internationally competitive economy. These longer
term objectives require a planning perspective of at least two decades.
Conseguently, our strategy operates at two levels. A short term five year
horizon in which measurable results are achieved and a longer term period in
which investments now will assure for larger and more durable payouts. Although
this strategy (and in particular the Results section) focuses on the shorter
term period of the CDSS, it is important to place the choice of strategic
objectives in this CDSS in that longer context,

In the near to medium term, the strategy relies heavily on the growth
potential of the agricultural sector to generate additional output and incomes
and on expﬁnding non-farm private sector output and employment. It also
integrates threé cross cutting themes - enhanced sustainability, involving women

and open markets/open societies into the implementation of the strategy.
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OBJECTIVE 1: INCREASE FOODGRAIR PRODUCTION ON A SUSTAINABLE BASIS

The goal of USAID's agricultural strategy is to assist Bangladesh to increase

foodgra;n prodiuction over the next five years by 6.0 million metric tons and to
cut Bangladesh's food deficit from 2.6 million metric tons to 1.0 million metric
tons by 1995, These targets are achievable. They will contribute to enhanced
collective and individual food security and poverty reduction. The increases in
agricultural growth are alSo the linch-pin of ocur short term growth strategy for
Bangladesh,

Our agricultural strategy focuses on achieving major short run increases in
food grain production through increased ylelds and cropping intensity. For the
longer term, USAID will lay the foundation for more diversified and sustainable
management of the country's agricultural resource base. The five elements of
our agricultural sector strategy are 1) open market price policies 2) input
privatization 3) sustainable resource thahagement 4) technology development and
diffusion and 5) rural infrastructure. Eath of these strategy elements and the
programmatic resources USAID will mobilizé to Influence them are discussed
below. This strategy is entirely consistent with the agricultural strategies of
the Agency and the Bureau.

0 ket e Polic

Through our PL480 Title III program USAID has sucvessfully established the
primacy of the private sector and ®f the market mechanism for the procurement
and marketing of grain. Regulations Ppreventing the movement and holding of
grain by the private Bector have beén abolished or suspended and 90 percent of
the internal marketing of foodgrains is ih private handls. WNevertheless, the
Government continues to play an importmnt ¥ole in price stabilization for both
producers and cohsumers through the Public Food Distribution system. Our policy
dialogue has been directed at making this systen more effective ﬁnd shifting its
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emphasis to more efficient targeting of food aid and to the truly needy (e.g.,
by elimination of subsidies in market channels, expansion of non-monetized food
programs and establishment of the rural rationing scheme).

As we look to the future, USAID's Title III policy work will continue to be
critical for ensuring positive price incentives to producers to invest in new
inputs and technology. It will be important to ensure that a balanced
relationship between producer and consumer interests is maintained and that
spreads between farm gate and retall prices are adequate to allow private
traders to'operate efficlently. Finally, it will become increasingly important
as Bangladesh moves from a subsistence rice economy to a more market oriented
and diversified agricultural system that prices of rice and wheat are kept in
line with international prices to allow for development of Bangladesh's
considerable comparative advantage in agricultural production. Open market
price policles ﬁill play a critical role in linking domestic and international
markets for foodgrains to ensufe that Bangladesh stays on an efficient
agricultural growth path.

The PL480 Title III program is our principal tool for supporting policy
dialogue and policy reform. The program will continue to support the work of the

International! Food Policy Research Institute in the Ministry of Food. The team

will develop research based policy recommendations in such areas as stock
managément and price stabilization, domestic foodgrain marketing efficiency, and
the comparative advantage of Bangladesh foodgrain production., USAID will
incorporate pelicy recommendations into annual Title III policy agreements.

This work will also build institutional capacity for policy work in the Food
Policy and uonitofigg Unit in the Ministry of Food, strengthen private
consulting and academic based food policy research (supported by the Winrock
Human Resource Development.program) and, potentially, with the recently created

-35-



Agricultural Prices Commission.

2 npu vatizatio

As a consequence of USAID's Fertilizer Project, a revolution has occurred in
the last 18 months in the emergence of the private sector as the dominant force
in the distribution of fertilizer in Bangladesh. The monopoly of the old
parastatal, which has existed for more than 30 years, has now been broken. As a
consequence, in 1989 more fertilizer was sold to more farmers at a lower price
than ever before, contributing substantially to record Boro and Aman crops, RNew
opportunities now exist for expanding the role of the private sector
agribusiness in fertilizer importation, in the provision of technical advice to
farmers and in the provision of production increasing technology in irrigation
equipment and seeds. These inputs, produced and distributed principally by the
private sector, will be a major source of increased foodgrain yilelds and
productivity over the CDSS period. For example, in 1989-90, the parastatal
vhich currently has a quasi monopoly on improved rice and wheat seed production
and distribution was able to provide only 8% of the national requirement.
Private seed producers and distributers already have a dominant role in
vegetable and jute seed sales. USAID will support expanding the role of the
private sector agribusiness in the multiplication and distribution of foodgrain
and other seeds while protecting the recent gains made in private sector
fertilizer and irrigation equipmernt distribution.

The USAID funded ernationa Tt er Development Cent FDC) team has
recently been transferred out of the old paragtatal (BADC) into the office of
the Secretary of Agriculture with a broadened mandate to work on policy issues
related to improved private sector provision of a range of agricultural
inputs——principally fertilizer as well as seeds. IFDC will continue to promote
policy reforms which encourage free and open competition for the private
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fertilizer sector, This will expand the recent gains in urea to other
fertilizers, to private sector importation and a far greater role for the
private sector in compounding and importing fertilizer formulations best adapted
to local conditions. Working through our Agricultural Research project, IFDC
activities, and a new private sect seeds project, USAID will support policy
ﬁnalysis and other initiatives directed at establishing a broadened role for the
private sector in the provision and distribution of new improved seeds for rice,
wheat and corn. USAID will also continue to encourage the principal
multilateral development banks to incorporate our private sector policy agenda
into their own program and project loan conditionality. The effectiveness of
our TA and policy dialogue can in this way be greatly strengthened.

3, Sustainable Resource Management

The recent expansion of agricultural production in 1989 was derived from
private sector, groundwater based growth in foodgrains. These groundwater
resources are still largely untapped and further expansion of foodgrain
production from ground water development can be expected for the next 5-10 years,

Over the longer term, the challenge is teo sustain these production gains,
capture the benefits of the next generation of irrigation development (from far
more difficult surface water or floodplain agriculture), and ensure sustainable
development of Bangladesh's assoclated fisherlies and forestry resources as
identified in USAID's Environmental and Natural Resource Assessment. These
concerns reguire USAID to take actions in the current CDSS in order to lay the
ground work for a more diversified and sustainable agricultural system.

USAID, following the recent London Conference on the Flood Contreo] Action
Plan, agreed to take a lead role in the four of the major studies of the Plan
including the important assessment of the significant environmental jmpacts
(fisheries, biodiversity, etc.) and of the gocio-economic dimensjons of flood
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control projects. Under the ISPAN project USAID will field a full time
irrigation advisor to work with the Ministry of Agriculture and liase with the
Water Master Plan Organization. This will be USAID's first DA direct
programming in the water gsector in nearly a decade. In addition to positioning
us to monitor the implementation and environmental soundness of the Action Plan,
it will also allow us during the CDSS to design a new DA project directed at
policy and technical issues in support of improved private sector water
utilization monitoring and related policles that encourage growth of private
sector import, distribution and servicing of irrigation equipment, and to
identify investment opportunities for private gector manufacture of such
equipment. This project will also explore new strategies for longer term
development of sustainable floodplain agriculture.

USAID's major Environmental and Natural Resource Assessment will be published
in April 1990. It will provide the focal point for organizing support to NGO,
Government, universities, local resources organizations and other donor efforts
for enhanced environmental education, civic participation and action plans to
conserve blodiversity and tropical forests. Likewise, USAID will conduct a
major environmental assessment and redesign of its CARE Food For Work rural
roads program. USAID will also examine support for a pumber of discrete actions
directed at environmental sustainability either under existing project
activities (e.g., TRP or DMT) or as a stand alone project

4 ec v f

Given Bangladesh's heavily stressed natural resource base, technology
development and diffusion is critical to expanded foodgrain productivity. USAID
has a longstanding and successful involvement in agricultural research and the
developﬁent of new yield;increéaing technology. That involvement will be

sustained and expanded by incorporating far greater attention in our program to
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farming systems work to make technology appropriate to farmer needs. Recent
good crops have demonstrated that when price incentives are 1nvp1ace and
deregulation occurs, the private sector can be a major vehicle for technolegy
diffusion (e.g., spread of new shallow tubewells and pump sets in 1989). A4s
technology becomes increasingly sophisticated in Bangladesh, there will also be
an ever-growing need to upgrade the human resource skiils in those sectors and
industries which service a modernizing agriculture. This will require new and
improved training of existing and future agricultural technicians in both the
private and public sectors who can utilize and transfer this mére sophisticated
technology and provide needed.services.

Our principal intervention will continue to be the Agricultural Research
project. This project is addressing the problems of research management and the
sustainability of the agricultural technology development system. Unlike
predecessor projects, it is not focusing primarily on scientific capacity but on
research priority setting and the diffusion of results to farmers. Drawing on a
number of international research centers, and particularly on the Institute for
the Support of Natjonal Agricultural Research Systems (ISNAR), the project is
supporting a farming svstems approach which will ensure the selection of
priority probiemé and the development and diffusion of appropriate technology
for Bangladesh's. highly diversified farming systems. In order to provide for
ypgraded technical and managerjal skjlls to support technology diffusion, USAID
will provide assistance to the two premier institutions of graduate,
undergraduate and continuing agricultural education 1ﬁ Bangladesh (IPSA and
BAU). These projects will ensure that adequate and appropriately trained (or
re;rained) technicians and middle level managers in private sector agribusiness
and the public sector are available to support Bangladesh's increasingly complex
and input intensive agricultural sector. The private sector will utilize these
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technicians to also take on an expanded role in technology development and
diffusion. Fof example, private sector fertilizer and seed dealers will be
assisted to give farmers better advice on optimal fertilizer applications. We
also see possibilities for supporting greater NGO participation in the
dissemination of new technology. The public will be retrained for their
changing role in supporting private sector growfh and in those tasks still best
carried out by government e.g., applied research,

5. Infrastructure

USAID has conducted several major evaluations that show that investments in
rural roads and in rural electrification have significant positive impacts on
agricultural productivity. Infrastructure provides farm to market linkages,
increases the efficiency and competitiveness of the private sector, qecreases
the cost to farmers of acquiring new technology and inputs and, through many
indirect effecfs, promote the dynamism of the agricultural sector. Investments
in rural infrastructure promote rural and off farm employment and incomes and
are a necessary requirement for increased foodgrain production in Bangladesh.
USAID has been a leader in rural infrastructure development through its Title II
Food for Work and.its Rural Electrification programs. During the CDSS period,
we will continue to exercise leadership in improving the developmenﬁal (and
environmental) impacts of Title II Food for Work rural roads and in achieving a
sustajnable rural cooperative system to provide reliable electricity at
reagscnable cosat,

USAID will support rural infrastructure development through a new Title II
Integrated Food for Development program and the Rural Electrification programs.
The current Title II Food for Werk program is being redesigned to increase its
developmental impact by ensuring that roads are selected and designed to link
high priority areas and to improve the mitigation of environmental effects
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associated with impeded drainage. We will also experiment with improved upazila
planning techniques and alternative road technologies which lower both the |
construction and maintenance costs associated with roads constructed under the
program. In addition to its Infrastructure c¢bjective, the wheat supplied
through the Food for Work program makes a major contribution to poverty
alieviation by providing some 21 million days of work te the poor during the
lean season. (We will also seek to diversify the Food for Work program in
selected innovative areas such as forestry and womens income generation
projects.) The Rural Electrification program will continue its work of bringing
povwer for irrigation, rural industries and domestic use through sustainable
client-managed cooperatives which also promotes pluralism in the rural areas of
Bangladesh. USAID will shift a greater share of the financial burden for
capital inputs to the BDG and other donors and carefully reduce its involvement
to providing the TA to enéure that our prior investments and the inereasing
investments of other donofs are properly supported. By the end of the CDSS
pe;iod, this program will be in the final phase of clﬁseout. These programs
will not provide all the resources needed to support the development of rural
infrastfucture, but will leverage substantial investments of other donors and

ensure that the quality and sustainability of ruril infrastructure programs are

maintained.
OBJECTIVE 2: REDUCE FERTILITY AND IMPROVE CHILD SURVIVAL

USAID's strategy for reduced fertility and improved child survival.is to
expand proven successes in service delivery to underserved areas as rapidly as
possible and at the lowest possible cost. Contraceptive prevalence rates of
55-60% have aiready been achieved in selected areas of the coﬁntry with USAID
assistance and we have supplied much of the operations research needed to
strengthen the entire national program (Government, NGO, and private sector) to
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meet the demand for family planning services. Likewise, USAID has contributed
to a functioning urban immunization system. We now need to replicate these
successful medels to expand the coverage of the Government service system (much
of which 1is clinic based) and by broadening NGO outreach in underserved areas.
The major components of this strategy are to increase outreach through satellite
clinics which move clinical services closer to clients (rather than vice versa),
to promote greater efficiency in the national program by installing Management
Information Systems, tb ensure gréater coordination between NGOs and Government
programs and, by carrying out cost effectiveness studies with BDG and other
donors, to sharpen the focus of the national pfogram on family planning and
child survival interventions that work the best.

The elements to achieve this Strategy are:

1) Logistics and Commodities. A basic logistics system is already in place
and operating to disfribute family planning commodities in the Government and
NGO systems. However, it is currently supported by extensive technical
assistance since the BDG still lacks appropriately trained staff and management
systems. AID—financed support and training will be used to allow the national
program, utilizing the private sector where feasible, to assume full
responsibility for logistics management, commodity forecasting and direct
procurement‘by 1995. The singie largeat factor explaining method

discontinuation in Bangladesh is interruption of commodity supplies. AID's

ctiv therefore s to develop a capacity to ensure sufficjient
uninterrupted supply of commodities in country of the appropriate mix at all

storage and distribution points. Improved logistics management will increase
contraceptive prevalence, and should reduce overall commodity costs over the
long run by assuring that excess supplies of inappropriate contraceptives are

not ordered.
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As the number of contraceptive users increases, so will the demand for
commodities. The growing cost of these commodities is the most significant
financial issue the program will face in the coming decade. Foreign exchange
support from other donors will be necessary for the foreseeable future to
finance the growing needed imports of contraceptives. While USAID will be
eliminating its support for condom procurement, we will maintain limited other
commodity support for the Social Marketing Program and for the Government and
NGO0s. This limited involvement in commodity supply will also position AID to
work with the BDG and donors on more effective cost recovery methods through

commodity sales/user fees.

2) Management Information Svystem (MIS): The instruments and means are in

place in the public sector to operate a family planning service delivery MIS.
AID assistance has already helped to develop and successfully pilot a service
statistic system which has been approved by the BDG. However, the Government's

MIS unit requires additional staff, training and technical assistance to
implement the system nationwide. USAID assistapce will be used to
operationalize the current MIS svstem nationwide, strengthen the unit's ability

to train field personnel in its use, and teach staff to analyze the data
gathered and translate it into policy recommendations for senior
decision-makers. This will improve the Government's ability to evaluate program

and worker performance, target resources to underserved/poor performing areas,
estimate and project commodity and other resource needs, and thereby achieve

significant cost efficiencies.

3) Decentrajization of Family Planning Services: Currently, clinical

services are available at static sites which are culturally and geographically
inaccessible to the majority of rural women. To solve this problem,
decentralized satellite services have been entertained. However, field workers
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have difficulty reaching satellite sites due to lack of travel support and
needed equipment is often not available. US will work with t G _to fu
operationalize these satelljite services, improve field worker access to them,
and promote hﬁme delivery of services via the field workers. This will involve,
in addition to technical assistance, local currency support to improve field
worker mobility and training to effectively serve as this link. It will also
involve support to ensure that staff are properly supplied with essential
commodities and equipment. OQur assistance in this area promotes USAID's policy
of offering the broadest range of service choice and allows our direct
involvement in quality assurance for different methods used.

A vital element to assuring that clinical services are delivered efficiently
is to improve the BDG's field operations. Our Title III local currency support
will support BDG efforts to increase the nhumber of female field worker staff
(and improve associated logistics and supervision), and put in place a career
path for them with suitable rewards to provide incentive to carry out their jobs
effectively. USAID support to the innovativé Upazila Initiative program will
involve local political leaders in the design and implementation of locally

managed family planning programs.

4) PResearch and Analysis for Policy-Making, (with special attention to cost
management): With AID assistance, Bangladesh has achieved international renown

for state-of-the-art population research. AID will continue to support
demographic research which yields reliable indicators of program impact, and
operations research to identify program constraints and to field test
interventions, but with a new emphasis on mainstreaming such functions into the
BDG. A Government institution with a mandate for population research and
adequate staff exists, and the BDG has expressed Iinterest in assuming increased
responsibility for overseeing demographic and operations research and
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contracting directly with existing, well-developed private sector research
organizations. Institutionalizing research within the BDG will improve
long-term sustainability of this vital program component and enhance the use of
data by Government in policy-making. AID will help mainéain research quality
during the transition intc the Government system and improve the public sector's
ability to identify, develop and field test interventions, evaluate the results,
and utilize findings to improve program effectiveness and cost efficiency.

A key research activity will be initiated at the start of the CDSS period to

examine the cost structure of the national program and project future costs

through the rest of the decade under various scenarios and assumptions. The
findings of this study will form the basis for ﬁolicy dialogue with the BDG in
the next population project beginning in FY92 on allocation strategies to
contain growth In costs while sustaining program achievements over time. These
findings will also be discussed with other donors supporting family planning in
an effort to influence their funding priorities.

5) NGO Service Delivery and Cost Recovery: USAID supported NGOs currently

provide services to 20% of all modern method users in Bangladesh. As the
contraceptive prevalence rate increases and the number of eligible couples also
incresses, AID support (supplemented by limited cost recovery), will be needed
to enable NGOs to maintain this market share. However, the challenge for the
future 1s to increase the effectiveness of the existing NGO field based service
delivery system. Principal opportunities are in greater targeting of NGO
services ﬁo more remote and underserved areas and in improved cocordination to
g;imigaté any duplication between NGO and Government services. At the same
time, attention will be given to transfer and replication of successful program

interventions piloted by NGOs to the Government program. There is also

potential for an expanded role for NGOs in providing support to the Government
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program in such areas as training, technical assistance in program management
and design of innovative programs. The mid term evaluation of the Family
Planning and Health Services Project to take place in CY90 will address these
igsues. USAID wiil incorporate findings in these areas into its support for
NGOs during the CDSS period and also bLegin to address long term NGO
sustainability. Cost recovery, broadening of the NGO donor base and closer
linkage to government funding are some of the principal opportunities for
improved long term sustainability of the NGO program.

65 Soclial Marketing Program The Soclal Marketing Program is already a
réliable, cost effective, private sector mechanism which is providing a steady
supply of non clinical contraceptives through tens of thousands of retail
ocutiets across the country. This component of the USAID population program has
even greater potentlal now that it has graduated (January 1990) from a
government controlled program to a fully private company with a Board comprised
entirely of individuals from the private sector. USAID will assist SMP to
establish itself as a private, independent company and the country's primary
commercial marketing channel for non clinical contraceptives and ORS. We will
seek improvements in efficlency of SMP's products, increased cost recovery
throﬁgh decreased product subsidization and market research which will increase
the effective use of commodities. We will alsc encourage other donors to
shoulder some of the financial burden of this successful program (particularly
in financing of commodities).

7) Other Private Sector Family Planning Injtiatives: USAID will provide
both technical assistance and training to large private sector concerns to
promote family planning and health practices among their workers, Based on
initial contacts, we envision opportunities in tea estates, jute mills and
garment factories, and rubber plantations. There is satrong interest in private
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sector industry to increase contraceptive prevalence among its workers, and
USAID assistance can help companies incorporate family planning services into

employee healthplans,

8) Child Survival In addition to family planning (in itself a child

survival intervention) and the MCH services provided in conjunction with family
planning by USAID NGOs, the Mission will promote enhanced child survival
through; 1) development of a sustainable urban jmmunizatjon infrastructure,
focusing on making the current program more cost efficient and institutionally
sustainable through improved targeting, mobllity and scheduling of vaccination
clinics and increased private sector involvement; 2) establishment of a
heglth/nutrition surveillance system through a network of NGOs collaborating
with the BDG Institute of Public Health Nutrition. The data generated will be
used in planning and evaluating multi-sectoral interventions (health food and
etc.) and on targeting relief efforts to those most at risk following natural

disasters; and 3) social marketing of oral rehvdration sclution (ORS), in

conjunction with our social marketing of contraceptives.
OBJECTIVE 3: EXPAND A COMPETITIVE PRIVATE SECTOR

USAID's private sector strategy statement of December 1988 addressed
regulatory and policy constraints to private sector investment and open

competitive markets. The emphasis in the CDSS period is in creating a

predictable environment in which private sector and market-based decision-making
can occur thereby leading to improved economic efficiency and employment. Our
strategy 1s designed to strengthen the private sector’s abllity to take
advantage of Investment opportunities by enhancing business and managerial
skills, improving the sector's ability to take advantage of international market
opportunities, strengthening the financial system's role as an intermediary to
finance private sector growth, and improve the role of private sector
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organizations in defining and articulating public poliecy.

As private sector development is a relatively new area of strateglc emphasis
for USAID, we will put a high priority during this CDSS period on implementing a
comprehensive program of action research on regulatory impediments and
investment incentives. Also, given the limitations on our resources, we will
employ a high level of donor coordination particularly to support our work in
policy execution and deregulation and in strengthening financial institutions
and capital markets.

The following are the principal strategy elements to support an expanded

competitive private sector:

1) Liveralizing the regulato envi ent. The Mission will complete the

analytical work under the Employment and Small Enterprise Policy Project to

identify those policies which impede the development of small and medium-sized
industries. Recommendations from this project will form the basis for polilcy
analysis by a new policy implementation analysis group in the Ministry of

Industries under USAID's new Industrial Promotion Project. The results of this

work will agsist the Mission in addressing specific incentives for small and
medium enterprise creation and expansion. 1t will also suggest regulatory
changes that can improve the profitability of export and domestic industries and
attract new entrants and follow-on activities that will test the effectiveness
of selected regulatory reforms.

USAID will also place technical assistance within the macro-economic analysis
unit of the Bangladesh Bank to assess the impact of macro-economic policies on
private sector investment and export growth,

2) Strengthening financial markets. In 1990, USAID will embark upon a major
reform effort intended to strengthen and reform financial sector institutions
and policies that affect industrial term lending and agricultural credit. USAID
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has collaborated with IDA, ADB and the IMF for two years on a major reform in
interest rate structures and lending guidelines affecting both public and
private financial institutions. The project effort, the Financial Sector
Credit, is the first phase of a plan to establish a commercial banking system
operating within a modern monetary framework. The program will substantially
improve financial intermediation, facilitate competition, increase the size of
the total lending market for private banks, reduce biases against private banks
and ultimately extend privatization of nationalized commercial banks. It is
also anticipated that USAID will help expand the Bangladesh financial market by
assistance to develop the equities market. A pilot activity is already underwa&

with the Dhaka Stock Exchange.

3) Providing financial and technical assistance to small and medium

enterprises. USAID will gradually phase out of direct financlal assistance to
firms (having successfully piloted the MIDAS effort), but will continue support
to business development by focusing on the generic needs of new and expanding
small and medium enterprises (SMEs) for finance, management assistance and
technology development., Areas of involvement include:

——-Establish a loan guarantee "window" for SMEs using USAID and PRE resources
and requiring market rates of interest. The purpose is to establish a competing
loan mechanism, empléying different lending criteria to demonstrate that higher
returns are possible for public and private banks than using more conventional
loan practices and subsidized interest rates.

——-Develop new financial mechanisms such as back-to-back letters of credit
and improve efficiency of duty drawback schemes to improve export efficiency.

——-Create a Business Advisory Services Council (BASC) to provide product and

market information to new and existing enterprises.
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-~-Establish an office of the Internatjonal Executive Service Corps (IESC) to

provide firm-specific assistance in technology transfer, and to work with BASC
on generic problems of SME access te and adoption of new technologies.

—--Continue to support for gpecialized lending to female-headed and owned

enterprises and explore ways to make this activity more sustainable by
mainstreaming it more into the formal banking system.
——-S8elect private sector chambers of commerce, relevant trade associations,

and larger NGO intermediaries for management training to improve their

effectiveness in representing member interests, and in articulating private
sector interests to Government. Strengthening private sector interest groups
will contribute to more open public/private sector policy dialogue.

4) Improving entrepreneurial skills in both private and public
Institutions. This intervention involves both training and technical assistance
te help businessmen and managers recognize and exploit opportunities in new
product lines and markets, with particular attention to exports. USAID will
also devote training resources to public policy makers by supporting management
training on private sector topics. Direct TA support to the Ministry of
Industries and the Board of Investment should help upgrade analytical skills in
those institutions for policy analysis and investment licensing. In the NGO
sector, through the Private Rural Initiatives Project, USAID will work with
indigenous self-help organizations to further strengthen to undertake
community-based income generating projects and to improve the articulate of NGO
interests in the public policy arena. The creation of new entities such as a
self-supporting BASC that sells its services to the private sector, and a local
office of IESC will provide new information for new and expanding enterprises.

These initiatives will also concentrate attention on the development of women
entrepreneurs and on enhancing the participation and managerial ability of women
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in both private and public institutions.

%) Action regsearch on market behavior, investment incentives and
entrepreneurial attitudes. It is essential that USAID improve its analytical
underatanding of those factors that explain market behavior in Bangladesh and
influence private sector investment decisions. We propose to execute a research
agenda that 1is "action-based" to meet specific policy or decision requirements
of government and private sector bodies. USAID initlated such an effort in 1987
under the Enterprise Employment Policy Analysis project with the BDG Planning
Commission. This pfoject’s results are already influencing the BDG's strategic
priorities in its Fourth Five-Year Plan for these relate to private sector
promotion. Scme priorities for further policy research include: streamlining
investment licensing process, studying impediments to female entrepreneurs
creating or expandihg businesses, analysis of impediments to forelgn investment,
and introduction of new technologies through licensing, joint ventures, etc.

DISASTER ASSISTANCE

.An important component of our program is designed to assist Bangladesh in
coping with natural disasters. We do not view this as a crosscutting theme but
as a integral part of our sector strategles. Our disaster assistance strategy
functions at three levels: preparedness, relief and rehabilitation. With regard
to preparedness, AID was a key donor in the 1970s in establishing cyclone
detection and early warning systems and in financing coastal embankments. We
will continue to work with the Bangladesh remote sensing institute (SPARSSO)
within the framework of our agricultural sector program and our support for the
Flood Control Action Plan. Since the 1988 floods, we have championed the
development of a national disaster preparedness program, under the auspices of
the UNDP, to which we would be the largest single donor. Our NGO project (PRIP)
is also providing assistance to NGOs to improve their disaster preparedness. In
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_addition we are associating ourselves with the major environmental and
soclo-economic studies arising from the Action Plan for Flood Control. These
studies will help ensure that these flood control project provide worthwhile
mitigation and are undertaken in a manner which is technically, financially,
economically and environmentally sound. In digsaster relief we have found from
repeated experience that our ongoing programs in food security and child
survival are our best responses to major disasters., The extraordinarily low
death toll in the 1988 floods (estimated at 2,500 people out of a total of 30-40
million flooded out of their homes) was due in large part to the availability of
food in country and the market and non-market mechanisms to distribute it,

These mechanisms had been carefully developed with the BDG under our Title III
food security program. Likewlse, our longstanding support in diarrhoeal disease
control played a vital role in averting deaths as a result of knowledge about,
and avallability of, ORS. Building on the success of the US relief effort
during the 1988 flood, USAID has developed an up-to-date emergency plan which
identifies food security and health as major areas of focus for AID, We are
supporting an NGO network for famine early warning and targeting of food relief
and have put in place a fast acting mechanism to channel OFDA disaster relief
through reliable NGOs and the private sector. Finally, our principal response

to rehablilitation will be to provide Title III local currency support to

selected rehabilitation projects of other donors.

In short, our strategic response to disasters in Bangladesh is not simply to
react to them, but to use our entire ongoing program to help create a
sustainable national capacity in disaster preparedness, relief and

rehabilitation.
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Cross Cutting Themes

Three crosscutting themes of sustainability, involvement of women and open
markets/open socleties will permeate our policy dialogue agenda, sector
program/project design and implementation work during the CDSS period. It is
not possible to detail all our responses within the confines of this document,
but we outline below some of our principal approaches and interventioens,
particularly in regards to open markets/open socleties. USAID/Bangladesh has a
current and highly praised Women in Developme Implementatio an which, with

the recently completed Environment and Natural Resource Assessment, provide

greater detail on Mission intentions in these areas.

Implementation of our Open Markets/Open Societies theme will derive from
policy dialogue, starting at the highest level of the United States Mission, on
the establishment of democratic institutions; from our Civic Participation
project {(with its support for the judiciary and the legislature, for human
rights endorsement, for voter literacy and open elections, etc.); from our
widespread support for NGOs (about one third of all DA resources are channeled
through NGOs) and leadership among other donors in policy dialogue with the BDG
on voluntarism; from our support for consumer owned and managed rural
electrification cooperatives; from our Private Rural Initiatives Project which
supports the entire range of NGO efforts (e.g. in income generation) through
improved NGO networking, cooperation and management; from our support for
narcotics educatlon under section l1l6e; from AAFLI's work on Trade Unionism;
from our analytical work and advocacy in agriculture and industry on comparative
advantage and open trade regimes; from our support for local level participatory
disaster preparedness; from our redesign of the Title II food for work program
to increase local government effectiveness and accountability; from our support
(including that of USIS) for participant training and academic exchange; from
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our Upazila Initiatives component of the Family Planning and Health Services
_project; from our support for the private sector in agriculture and family
planning; from our advocacy with BDG and with other donors on pluralism; from
our support to NDI for oversight of national elections; from Mission advocacy
for human rights, from our support for private sector and their representative
bodies {Chambers of Commerce and Trade associations). In short, the Mission has
a wide range of instruments at its disposal to promote open markets/open
socleties. Wg will not be timid in using them,

In the area of Sustainability, we will implement the Action Plan proposed in
the Biodiversity and Tropical Forests Annex to this CDSS. The Action Plan
addresses short term needs to reduce further degradation of natural resources
and to strengthen environmental analysis and policy formulation. It also
addresses the medium and longer term need to build institutional capacity for
resource management, In matters of financial management and institutional
sustainability, we have identified numerous opportunities in our agriculture,
family planning and child survival and private sector strategles to reduce
costs, Increase cost recovery and burden sharing, improve institutions,
eliminate sﬁbsidies, privatize industry and services, reduce public sector
payrolls, expand the role of NGOs, deregulate the private sector and Improve the

economic efficiency of infrastructure construction.

Finally, in the Involvement of Women we have incorporated gender concerns
throughout the implementation plans of our three principal sectors. Control
over fertility, women's education, support for women's entrepreneurship, farming
systems research directed at homestead production and processing, targeted
participant training, hiring of women family planning workers and health
assistants and improved targeting of non-monetized food aid to women, are some
examples of programmatic interventions which give substance to our desire to

~54—~



£

support greater involvement of women in the economic and political future of
Bangladesh.
RESULTS

In this concluding part of the strategy section, we highlight three things:
First, that significant and critical results will derive from the implementation

of the strategy; second, that the results are interactive and supportive and not

Just additive, and third, that the results are measurable, The Mission will be
submitting to Washington a separate "Contract" which proposes program
performance indicators derived from our (DSS that caﬁ be measured on an annual
basis. In this discussion, we focus on CD5S performance targets that are the
principal results of our overall program in the next five years,

The goals of our first objective, Increased Foodgra oduction on a

Sustainable Bagis, is increased domestic production of foodgrain. Specifically,

we expect to see, by 1995, a domestic harvest of 22.3 million metric tons
(compared te 16.3 million tons 1985-89), a more than 60% decrease in food
imports from 2.6 million to 1.0 million tons and an increase in foodgrain ylelds
from 1.1 to 1.5 metric tons per acre.

Achieving these results will require meeting specific targets in each of our
own strategy elements. For example, in the area of Open Market Price Policies,
we will assure that margins between farmgate and retail prices are at a
sufficient margin to ensure private sector marketing and profitability and hence
a constant supply and stable prices to consumers. We will support increased
privatization of importing, marketineg and distribution of fertilizer and seeds
so that the private sector by 1995 is providing 80% of market requirements for
all fertilizers (2.7 million metric tons) comparéﬁ to 5X over the last 2 years,
and 20% of market requirement for high-yielding variety seeds. Through the

combined resources of PL480 Title III local currency support and DA, we will
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support an increase in the area under tubewell irrigation (principally private)

by 30% from 6.1 to 7.9 million acres. OQur agricultural research and

professional education investments will result in increased average rice yields

as described above. In the area of infrastructure, our Title II Food for Work

program will construct/rehabilitate roads on continuous alignments that yield
the highest possible economic returns, and our rural electrification project
will establish 32 fully functioning and financlally sustainable rural electric
cooperatives providing power to 45% of rural consumers.

With regard to our second objective, Reduce Fertility and Improve Child

Survival, our goal is to see by 1995 a reduction in total fertility from 4.9 to
4.4, an increase in contraceptive prevalence from 32.3% (1989) to 40%, an infant
mortality rates reduction from 118 to 110 per thousand, a doubling of urban
immunization rates (to 40%) and that 45% of child diarrhea cases nationwide
(estimated 10 million per year) are treated with ORS in 1995 compared to 30% at
present. The increase in contraceptive prevalence rates will come almost
entirely from the use of modern methods. This will produce an actual increase
of almost 50% in the number of contraceptive users (and hence commodities) from
6.7 million to 10 million people. Although this will decrease the total
fertility rate by 1995 to 4.4 children, average completed fertility will still
be almost 50% higher than the currentiy desired family size of about 2.9. This
highlights both the need and the potential for Family Planning programs over the

longer term.

The goal of our third objective to Expand a Competitive Private Sector is to
contribute to an increase in private sector investments from 5.8% to 8% of GDP
by 1995. As a result of our support for reform of the financial sector overall
bank lending in Bangladesh will increase by 25%, private sector bank lending

will increase from 78% to 86% of all lending and delinquencies will decline from
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60% to 15%. Our support for policy analysis and deregulation and direct
technical and management assistance to private sector firms will also impact on
both the overall level of domestic private sector investment in the economy and
the creation of new enterprises. Our action research program will produce
implementable policy recommendations for private sector liberalization.

These results are significant in themselves. Taken together, we are
confident that they will make essential contributions to Bangladesh's
sustainable development and contribute substantially to putting Bangladesh onto
a 5% (2.5% per capita) growth path. As a strategic whole, they lay the basis
for longer term sustainability, growth, and structural transformation of the
economy not only by accelerating the growth of per capita income, expanding the
domestic market, and opening Bangladesh up to competitive internatjional factor
and product markets, but also by addressing the fundamental imbalance between
population and the resource base of the economy.

Our confidence thgt these results are achievable is based on long standing
experlence, detaliled analysis and objective verification. In our separate
"Contract" yith the Bureau, we will discuss the data and methodological
requirements for the specific indicators of the contract. Through these
indicators we will know what we have achieved and will be able to show
Bangladeshi decision makers the benefits that are being realized from our
program and its difficult policy and implementation requirements. Equally
important, we will be able to show the I,5.,Taxpayer what AID has been able to

deliver. We are confident that these will be results of which the Agency can be

proud.



V. RESOURCES

In order to address the requirements for meeting our strategy objectives,
USAID/Dhaka recommends a program of $680.5 million in new resources for the CDSS
period 1991-1995. This consists of $280.5 million in development assistance,
$300.0 million PL 480 Title III food assistance, and $100.0 million PL 480 Title
II.

As indicated in Table 1, support for Increased Foodgrain Production will
total $464.5 million, or about two-thirds of the total resocurces proposed for
the CDSS period. Support for Reduced Fertiiity and Improved Child Survival will
total $166.5 million, or about one-quarter of the proposed total program
resources. The objective of an Expanded Competitive Private Sector is allocated
$49.5 million development assistance, or 7.3% of the total program resources.
This latter amount excludes support for private sectbr marketing of inputs and
commodities, and disseminate of technology and services in the agriculture and
family planning sectors.

The $280.5 million in development assistance proposed for the 1991-1995
period is 17% less than the $336.8 million in DA resources provided to
Bangladesh during the last CDSS period. The allocation of DA funds in the last

CDSS and that proposed for this CDS55 are shown in Table 2,
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Progran/Sector Objertive
INCREASED FGOD PRODUCTION
ON A SUSTAINABLE BASIS
Strategy Eleaents:

i Doen Market Price Policies

3 Input Privatization

¥ Sustainable Respurce
Manageaent

¥ Tachnology Davelopaent
ant Diffusion

¥ Infrastructure

REDUCED FERTILITY/
IMPROVED CHILD SURVIVAL
Strategy Elements (Fertility):
¥ fAssistance to BDB
(Logistics and commpdities;
NIS; Research; Decentralized
services)
¥ Non-Governsent Organizations
" ¥ Social Marketing Project
¥ Private Sector Initiatives
Strategy Elesents (Child Surviv
¥ BDG Expanded Program of
Immunization
% Non Governmental Organization
? Private Sector: Social Market
OR1

EXPANDED COMPETITIVE
PRIVATE SECTOR

Strategy Elaments:

! Liberalize Requlatory Environ

§ Strengthar Financial Markets

t Financial and Technical Assi-
stance to Seall Enterprises

$ Improve Enfreprepsural Skills

§ Action Research

Total
t Title 111 coluan represents n

carried in froe prior COSS pe
local currency budget breakdo

Table - 1

FY 1991-1995 CBSE Estimate {4 Resource Use

(U.5.¢ #:llion)

Developasnt  PL 45 § PL 480 Total of
Assistance Title i Title }1 Resources  Comment

93.5 76.9 935.0 44,5
1.0 2.0 3.0
12.9 54,0 75.0
12.0 1h.% 5.0 94.5 Incluges potential support
to Flood Action Plan Cosponent
10.0 45,5 70.5
30,5 i01.0 90.9 221.5 includes Parallel TA to other
Donor RE Projects
137.3 4.0 5.0 186.5
30.3 21.5 §1.8
53.0 5.0 98.0
.2 .2
1.0 1.0
alh:
1.5 2.5 4.0
16.0 10.0
1ng
7.3 1.5
49.5 - - 49.5
6.3 b3
18.5 18.5 Includes TA for [DA/ FSC
17.0 17.0
4.0 4.0
1.5 3.9 Excludes PDES Funds
280,95 I8 5.0 480.5

en resources only,and excludes approxisately $100.0 sillion ot local turrency
riod, See USAIE ‘Banglaiesh 1991-1993 Prograe Proposal for cosplete Tikle I1!
LN
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TABLE 2

DA OYB ALLOCATION COMPARISON

1986-90 AND 1991-95 CDS3 PERIODS

Strategic Objective 1986-19%0 1991-1995
Mil § (%) Mil § (%)
Increased Foodgrain Proeduction 117.4 (34.8) 93.5 (33.3)
Reduced Fertility Improved 149.3 (44.3) 118.5 (42.2)
Improved Child Survival 28.5 ( 8.5) 19.0 { 6.8)
Increased Employment (1986/90) 41.7 (12.4)
Expanded Private Sector 49.5 (17.7)

Sector (1991/95)

TOTAL 336.8 (100.0) 280.5 (100.0)

The Mission has reviewed its projects and pipelines in order to establish a
program that accommodates a reduced level of DA funding even as it demonstrates
effective progress toward achievement of strategy objectives. Over the CDSS
period, we will maintain the relative proportion of investments in foodgrain
production to the overall program, decrease the relative share of DA support to
reduced fertility, and substantially increase our relative support to private
sector activities. We will phase out some activities, for the most part large
commodity; credit and construction components in fertilizer, rural
electrification, and family planning so0 as to focus limited remaining funds on
technical assistance and training where we can leverage major amounts of other
donor resources., In addition, we will reduce direct lending subport to private
sector small firms, focussing instead on promoting a policy and regulatory
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climate more supportive of private sector investment and enterprise creation.
We will also focus on the establishment of information and service networks that
will support this private sector growth,

By the end of the CDSS period, we will have phased out our involvement in
fertilizer distribution, and agro-climatic environmental monitoring, and be near
phaseout in rural electrification. In the population/health sector, we will
substantially reduced support for family planning commodities, focussing instead
on inszitutional development to replicate and expand existing successes from
upazila-level pilots, support service expansion of the national program
(including BDG and NGO/SMP chénnels), and strengthening the planning, monitoring
and analytiéal capacities of Government.

Relationship with Othef Donor and BDG Resources Average annual aid commitments

to Bangladesh from all donors averaged about $1.7 billion during the prior CDSS
period, increasing to some $2.0 billion by the end of the decade. Commodity aid
(non-food) accounts for ahout 21% of the total, food aild 16%, and.project aid
63%. The proportion of project to non-project aid in all donor programs'has
remained relatively steady over the decade.

The three major donors in Bangladesh afe IDA, the Asian Development Bank, and
Japan. The multilateral donors (including the UNDP and EEC) account for about
one;third of commitments, Japan 1s the largest bilateral donor, providing
one-fifth of the total aid received by Bangladesh (exclusive of debt relief);
USAID is second with about 6.5% of annual ODA commitments. Next in line is
Canada which is a major food, commodity and project aid donor, followed by the
FRG, U.K., the Netherlﬁnds, Scandinavian countries, and Saudia Arabia. As many
bilateral donors have experienced cuts in their aid budgets over the past one to
two years, the relative importance of IDA, the ADB and Japan has increased.

Relative to the BDG budget, the value of AID resources is equal to about 7.5%
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of the BDG.annual development plan budpet, and our Title III local currency
underwrites about 10% of the Government's local currency allocations to
development projects,

In the light of our own necessarily limited resources, we will increasingly
seek to lever other denor funding in our three strategic areas in ways that will
help ensure progress toward performance targets and strategy objectives. We
will seek to reduce DA financing of local currency costs and one will use our DA
funded technical assistance and training resources as parallel financing of
other donor efforts that promote program implementation and policy reforms
needed for realization of our CDSS strategy objectives. This process has
already begun. ADB and IDA are projecting continued.luan support of major
sectoral programs in agriculture, industry, infrastructure, and finance. USAID
is now reviewing requests for parallel assistance to multilateral soft locan
activitiés valued at over $600 million. The total cost to USAID to support
these activities would be $40 million (primarily for technical assistance
services and training) or $1 for every $15 in other donors®' monies. Of special
note is our close collaboration with Japan in the areas of agriculture education
and rural electrification and our growing joint policy dialogue with Japan to
promote an atmosphere conducive to private sector expansion in Bangladesh.

Food Aid as a Development Resource

The $300 million in PL 480 Title III food and local currency is a unique
resource in Bangladesh. It provides a significant opportunity not only to
sustain policy dialogue on agriculture price policy with BDG but also enables
us, through it local currency component, to focus AID's dollar financing on
foreign exchange costs and to complement major foreign exchange loans of other
donors, USAID's new PL 480 Title III proposal (January 1990) seeks a S5-year
program that coincides with the CDSS period and that will be closely tied to
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CDSS objectives and DA resource flows. Approximately $55 million per year in
Title IIT1 generated local currency will be expended to support local currency
counterpart costs of DA-financed projects during the CDSS period. An additional
$30 million per year will be allocated to those other donor projects which
directly serve CDSS strategy objectives,

Title II will also continue to play an important role in the USAID program.
In addition to supporting a revitalized and more developmental Food for
Development roads program, we will also seek to diversify the use of Title II
food resources (wheat) in such areas as minor irrigation and small embankment
construction, agroforestry, and to preovide incentives to attract women for

skills training.

Management Implications of Proposed Stratepy apnd Resource Levels Currently,
USAID expends $160 million per year in development assistance and PL 480
resources with a staff of 32 U.§. direct hires, 132 Foreign Service National
Staff direct hire and PSC, four program-funded TCKR PSCs and one OE-funded

USPSC. In addition, elght Institutional contract teams, most under host-country
contracts, are resident in-country. Currently, Bangladesh ranks 15th in AID in
terms of staff size but executes the Agency's seventh largest program (and the
Agency's largest combined DA/food program). The management demands assoclated
with a program of this size are substantial. The wvulnerability of the Agency to
fraud, waste and mismanagement in Bangladesh is particularly acute. Moreover,
despize ;eductions in major program components over the next five years, several
other factors will intensify our workload. The complex design and
implementation requirements of the $60 million annual Title III program and its
local currency components will continue to demand a great deal of Mission staff
time. The potential diversification of Title II resources, and their closer
integration with the DA program, will also increase our monitoring
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responsibilities, And, as USAID seeks greater involvement with other donors in
our programs, the work load of sustaining a very high level of program and
policy coordination, particularly with the IBRD, ADB, and Japan, is certain to
increase.

USAID has already begun to address the Mission staffing implications of its
proposed CDSS strategy. In order to reduce the management burden on U.S. direct
hires, every effort is being made to transfer responsibilities to qualified
local FSN staff. In order to more efficiently handle Food for Work, Title II
programs were recently transferred from the Office of Food and Agriculture to a
newly established unit responsible for infrastructure development, within the
Office of Project Development and Engincering. Also, a new Office of Economics
and Enterprisé was established to function both as the Mission's economic
analysis unit as well as the locus for other private sector development
activities. This integration of economic analysis and enterprise promotion into
a single office will improve the efficiency of program strategy development and
implementation.

With present staff levels and with the recent organization changes in place,
the Mission is well positioned to manage the proposed CDSS program. The mission
cannot absorb any staff cuts without seriously affecting management performance
of the program proposed by this CD35. There will be, in addition, the
ever-present possibility of a need to mount relief operations in response to the
natural disasters that are a recurrent feature of life in Bangladesh. We have
decided not to establish a separate disaster unit with its own staff within the
Mission believing that our current and proposed development investments are the
best disaster responses we can make. We have developed a detailed disaster
plan, refined from two years of experience in 1987 and 1988, which draws Mission
staff from regular duties as needed during disasters.

64—



The Mission has maximized the potential for substituting contract assistance
for direct-hire staffing and shifting USDH responsibilities to local and program
funded staff. We strongly believe the current level and composition of
professional and support staff 1s necessary to administer the current program
and respond to Agency requirements for accountability.

Obviously the level of operating expense funding is central to maintaining
optimal staff effectiveness and taking full advantage of these organizational
efficlencies, We are pursuilng increased Trust Fund allocations from the BDG and
exploring use of local currencies generated from sale of DA-financed commodities
to augment our increasingly strained OE dollar budget. However, a level of OE
resources as identified in the May 1989 ABS is required to adequately support

our staff and to deliver the results promised by USAID's strategy.
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l. Introduction

This annex describes the status of tropical forests and
biodiversity in Bangladesh (Section 2), summarizes conservation
needs (Section 3), outlines the Mission's current/planned
activities that address those needs and meet the Congressional
Mandate provided in the Foreign Assistance Act, Section 118,
Tropical Forests, and Section 119, Biological Diversity, as
amended in 1986 (Section 4). This annex meets the country
analysis requirements of the US Congressional Mandate., It is
based on the Environment and Natural Resources Assessment (ENRA)
carried out as part of the CDSS analysis process and
supplemented by material from the 1989 UNDP Bangladesh
Agriculture Sector Review and the ADB/UNDP Bangladesh Energy
Planning Project Final Report.

Biological diversity (biodiversity) refers to the variation
and variability among living organisms and the ecological
systems in which they occur (i.e., genes, species, habitats, and
ecosystems). Congressional concerns for conservation of
biodiversity and tropical forests have been linked, because
tropical forests are often rich in species. Congressional
concern for tropical forests, however, extends beyond
establishment and maintenance of protected areas. 1In Section
118, Congress has recognized the importance of forests and trees
to developing countries and expressed concern over deforestation
and loss of tree cover as it poses a serious threat to
development through shortages of wood, loss of
biologically-productive wetlands, siltation of irrigation
systems, destruction of indigenous peoples, extinction of plant
and animal species, reduced capacity for food production, loss
of genetic resocurces, and effects on global climate.

Biodiversity and tropical forests are vital to the
livelihoods of people living in the delta nation of Bangladesh.
Population pressures brought on by a current population of 112
million, expected to more than triple in less than fifty years,
will place enormous stress on the natural resource base. Future
economic growth will come from increases in the stock of
productive resources and from increased technical and economic
efficiency in resource use. The options for future growth will
depend on the way natural resources are exploited.

o] Over 500 native fish species provide approximately 80% of
the protein consumed by the populace, and fishery exports
rank second after jute as a source of foreign exchange.

o The estimated annual production of fuelwood had a market
value of US$ 100 million in 1984; estimates of annual
fuelwood production/consumption range to over 8 million
cubic meters. '
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o] Bangladesh has been one of the world's leading exporters of
reptile skins, although over-exploitation has led to
efforts to institute a ban on the export of some skins.
Management of reptile and frog populations could result in
sustained production of valuable exports,

o The substantial fertilizer value of the blue-green algae
and other living organisms in floodwaters that annually
renew agricultural lands has not been estimated.

o] Genetic diversity important for improving Bangladesh
agricultural production includes some 10,000 local
varieties of rice as well as local varieties of legumes,
fruits, and vegetables cultivated for sale and household
consumption,

0 Homestead forest production (hased on a wide variety of
annual and perennial species)} contributes between one third
and one half of rural family incomes.

o] _Other minor forest products, such as bamboo and golpatta
{nipa) palm, figure prominently in local trade.

Despite the importance of biodiversity and tropical
forests to the Bangladesh economy, the area of tree cover has
declined rapidly in the past thirty years (now only 0.02 ha of
tree cover per perscon), and biological diversity has been
correspondingly reduced. Overuse and destruction of natural
resources is negatively impacting the welfare of millions of
Bangladeshis and threatening their food security and quality of
life, Over half of forested lands in Bangladesh have been
cleared in the past 20 years, reducing tree cover to less than
6%t of the total land area. 78% of the fuelwood consumed now
comes from homestead forests in spite of their accounting for
only 15% of the forested area. Despite the importance of these
homestead forests as a source of income and "savings" for rural
households, they are being overcut and depleted. Poor families
now spend over 30 hours per week scavenging for twigs, leaves
and other biomass fuels needed for cooking. One third of the
cow dung which would otherwise be used to help maintain soil
fertility is now burned as a household fuel. Fisheries have
traditionally produced 70-80% of the protein consumed by
Bangladeshi households and have provided seasonal employment for
millions of households; in recent years, however, the catch of
inland fisheries has declined by 20%.

60% of Bangladeshi households are without sufficient land
to produce enough food for their families. 20% of Bangladeshi
households do not even have enough land for a homestead. Some
60% of the total land area is cultivated, one of the highest
percentages in Asia.
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The total population is now over 112 million, up from 90
million in 1981, and some 44 million in 1951, The population is
expected to reach 140-145 million by the year 2000, and may not
stabilize before exceeding some 340 million persons. Already,
Bangladesh is the most densely populated country in the world
(with the exception of city-states like Singapore). If the
contiquous United States were as densely populated as

Bangladesh, the current world population would fit within its
borders.

Population growth is putting increasing pressure on
Bangladesh's resource base., There is now over 11 persons per
hectare of arable land in Bangladesh. By the time the
population stabilizes in the next century, there will be 38
persons per hectare of arable land, Sustainable management of
soil, water, fisheries, and forests is critically important in
the face of such population pressure and anticipated population
growth., Even if the anticipated increases in the population
could somehow be reduced, the demands of the current population
on the natural resource base of Bangladesh are such that these
resources are already being stressed, degraded, and depleted in
many ways.

Concern over population growth, limited agricultural
production, and resulting chronic food shortages has lead to a
preoccupation with increasing foodgrain production. The
possible and likely impact of large-scale expansion of irrigated
agriculture on fisheries, groundwater supplies and rural
livelihoods has recently emerged as a major concern. Industrial
development has also been encouraged for some time, with little
regard in the past for the effective requlation of industrial
effluents or development of waste treatment facilities.

Many of these problems are increasingly being recognized by
the government and development organizations in Bangladesh, and
general awareness of environmental issues is growing. However,
government efforts are often constrained by a lack of
operational means and adequately trained manpower. Many laws
and policies are outdated, poorly enforced, and in need of
revision.

Unlike the situation in many Asian countries, conservation
of tropical forests and biological diversity has, until
recently, received little sustained attention by the government,
by the public, or by the international donor and conservation
communities. A number of recent developments, however, suggest
that the political will to address environment and natural
resource issues is steadily growing. Within the past six
months, a Ministry of Environment and Forestry has been
established, and the mandate of the newly expanded Department of
Environment has been considerably broadened. This increasing
awareness and will to respond needs to be translated into
improved natural resource management and sustainable development
strategies that will protect long term economic productivity,
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2. The Status of Biological Diversity
and Tropical Forests in Bangladesh

2.1 Biological Diversity

Background. Based on current est.mates, approximately 5,000
species of flowering plants and 1500 species of vertebrates,
including some 750 species of birds and over 500 species of
fish, are found in Bangladesh. The Royal Bengal tiger and
estuarine crocodile are recognized as globally-endangered
animals. Sixteen species of vertebrates, including ten mammals
(among them wild buffalo, rhinoceros, swamp deer, gaur, and hog
deer) and one reptile (the mugger crocodile), are known to have
become extinct in Bangladesh.

Biodiversity depletion is not yet perceived as a major
issue in Bangladesh, and as a consequence, the institutional
base for biodiversity management is undeveloped. Institutions
for gathering information about the status of biodiversity
exist, but they are underfunded. There is no central
coordinating body to direct biodiversity research activities of
these institutions. Nonetheless, there does exist a small core
of qualified and dedicated individuals capable of gathering
information if given the opportunity. While there are no
private sector institutions devoted to biodiversity concerns,
NGOs are beginning to address som. issues. Conservation of
biodiversity requires that long term planning be
institutionalized as biodiversity-related institutions are
strengthened in other ways.

Biological diversity is threatened by deforestation, forest
conversion, agrochemical and industrial pollution, large~scale
development projects such as irrigation and flood control
projects, land use changes, and overexploitation of biological
resources, Clearcutting, burning, and overcutting contribute to
the destruction of native and secondary forest diversity,
including indigenous species that could be profitably managed
fcr timber and fuelwood production, Currently, there are no
plans for managing the few remaining stands of natural forest as
natural forests; instead, these stands are being cleared and
ccnverted to single- species tree plantations,

Threats to biological diversity originate from a variety of
scurces, including some which are relatively indirect but
ncnetheless important. Macro=conomic and sectoral policies
often fail to take into consideration impacts on biodiversity.
Weak institutions, inadequate funding, and unclear ownership
pclicies have contributed to the lack of protection for
ttreatened biological resources. Finally, biological diversity
suffers as a result of the minimal regard given its economic
value. Owing in part to the incomplete data on the economic
value of biodiversity, its value is frequently underestimated
{({cor ignored) by development planners.
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Wildlife, Most terrestrial wildlife is dependent upon Forest
Department lands for habitat, but the Forest Department's
institutional capacity to promote and administer wildlife
management has not been developed to any significant degree,
Compounding the lack of wildlife management are the land use
restrictions placed on lease holders of public lands and the
constraints on private forestry that severely limit private
sector involvement in wildlife management.

At least 94% of the original natural habitat areas in the
country have been lost through c¢learing of land for intensive
agriculture, overexploiting hill forests which are unsuitable
for cultivation, and clear-cutting for plantations. What
remains of terrestrial natural habitats is to be found in the
relatively sparsely populated Chittagong Hills, the Sundarbans
mangrove forest zone, and a few small areas in Sylhet.

Of the species-rich tropical rain forest, it is estimated
that only some 5,000 to 10,000 hectares remain, scattered in
inaccessible locations in the Chittagong Hill Tracts. The
floodplain, deciduous sal forests have been severely disturbed
and no longer harbor significant biodiversity. The only
forested area of significant size is the Sundarbans mangrove
forest which sustains significant aquatic biodiversity.

The Sundarbans region in southwestern Bangladesh and
eastern India is home to the world's only genetically viable
tiger population: no other habitat is sufficient to sustain a
large enough breeding population. An international wildlife
Refuge Management Plan that calls for integrated management of
the Sundarbans for multiple uses, including timber extraction
and tiger population maintenance, has been proposed, but no
action has yet been taken, The Forest Department has
successfully maintained the Sundarbans ecosystem for over 100
years, and implemented a series of forest management plans, but
nhew demands are threatening to undermine the long term
sustainability of continued forest product extraction and
habitat protection.

While tropical rainforests are generally recognized as rich
depositories of biodiversity, coastal zones throughout the world
rival rainforests in the richness of their biodiversity. 1In the
delta nation of Bangladesh, wetlands, inland waterways, and
coastal areas contain much of the nation's biodiversity. The
important Sundarbans mangrove coastal area is described above,
Outside the Sundarbans, wetlands provide critical habitat for
migratory birds.

Lack of public interest and leadership in wildlife
conservation has led to neglect of the system of protected
areas, The reserve system that has been created never had an
overseeing body define clear priorities. Further, insufficient

—6-



funds have been dedicated to the protection and management of
parks and reserves. Most protected areas are subject to the
same land uses that occur on other forest lands (e.g.,
plantation forestry, logging, shifting cultivation, and
agricultural allotments for settlers from the plains).

Agquatic diversity. The fishery resources of Bangladesh are

among the richest in the world. While tremendous genetic
diversity is embodied in over 500 fish species which inhabit
Bangladesh's inland, estuarine, and coastal waters, little
substantive data on the ecology of these species is available.

Despite the importance of fisheries in terms of nutrition,
employment, and its contribution as an open-access resource,
Bangladesh's inland fisheries are losing ground to agriculture,
flood and road embankments, and other land uses. This loss of
habitat has lead to a decline in inland capture landings at an
average annual rate of 2.5 percent since 1983, This economic
loss has been partly offset by increased marine catches and
strong growth in the aquaculture subsector, including shrimp
exports. However, agquaculture is still largely dependent on
wild fry and larvae. The decline in the inland capture
fisheries has significant nutritional consequences for the rural
poor; this common resource provides the largest open-access food
source to the population. 1Indications are that the marine
capture fishery is being fished at or near the maximum
sustainable yield and is also in need of sound management
policies.

Experience in other countries suggests that open-catch
fisheries in Bangladesh have several advantages: biological
diversity offers risk-spreading advantages against pathogens or
susceptibility to pollutants, and numerous species establish
niches in a way that makes maximum use of available habitats.
Yet there is insufficient data specific to Bangladesh's aquatic
resources upon which to test these hypotheses,.

The decline of the inland fisheries has been attributed to
a combination of factors, though the paucity of substantive data
has precluded comprehensive analysis. Many people have argued
that the recent spate of flood control projects has had a
sicnificant impact on fisheries resources. During the past few
years, over 150 flood control projects have been implemented and
additional projects are being planned., Not only do the
embankments that are components of such projects interfere with
natural recruitment and dispersal of inland fish stocks over the
floodplain, they also disrupt fish and freshwater shrimp
migratory patterns. Irrigation barrages in rivers similarly
disrupt migratory movements of fish and shrimp. 1In addition,
the increased use of low lift pumps for irrigation and drainage
of surface water can contribute to a decline in fish stocks., It
is estimated that the loss of one hectare of floodplain causes a
reduction of 37-55 kg. in annual fish production,
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The direct contamination of aguatic systems by industry is
widespread and a source of considerable concern. Tannery, urea,
paper, pulp, newsprint, and jute mills are releasing untreated
waste directly into rivers and water bodies. Among the
pollutants known to be discharged are mercury, lead, chromium,
arsenic, and iron, Even at relatively low concentrations, these
pollutants are harmful to aquatic fauna. The bioclogical oxygen
demand created by concentrated sewage outfalls from densely
populated areas is another source of water quality deterioration
that adversely affects fish production, Vigorous efforts are
needed to check further declines in the productivity of inland
fisheries, stemming from over-fishing, environmental pollution,
and poorly designed flood control, irrigation and drainage and
infrastructure development projects.

Agricultural diversity. Bangiladesh has a rich diversity of
agricultural genetic resources. Its crop germplasm is important
domestically as well as internationally. Approximately 32
percent of the rice planted is made up of modern varieties; the
remainder is traditional and improved traditional varieties.
Some 10,000 traditional varieties of rice are currently planted
in Bangladesh. Timely action must be taken in light of apparent
rates of depletion since Bangladesh's current capacity to
conserve germplasm is limited. Physical ex situ germplasm
conservation facilities for rice are good, but the system for
crop germplasm conservation, evaluation, and utilization is
weak, Institutional connections with the International Rice
Research Institute (IRRI) located in the Philippines serve to
ensure that rice germplasm is collected and protected ex situ
for global use, There are no in situ reserves to protect wild
rices or other crop relatives. Reliable germplasm banks for ex
Situ conservation are expensive to maintain and will require
long-term commitment of staff and funds from the Government of
Bangladesh if they are to merit investment,.

Conservation of biodiversity faces severe constraints in
Bangladesh. The political economy affects biodiversity in many
negative ways at present. The subsistence needs of millions of
citizens for fuelwood, fish, and cash income (a need that
increases exponentially with continuing population growth),
coupled with a traditional view that biological resources are
free for exploitation, create a local political climate inimical
to sustainable development of natural resources and conservation
of biological diversity. Nonetheless, policy reform, commitment
to policy implementation, improved legislation, financial
commitments to sound management of natural resources, and
strengthened institutions may still be able to turn the tide of
(forestry and) biodiversity depletion in Bangladesh.
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2,2 Tropical Forest Resources

Background and trends. Actual forest cover in Bangladesh is
approximately 1 million ha, or six percent of the total land
area, representing a reduction of more than 50 percent over the
past 20 years. Consequently, Bangladesh has less than 0,02 ha
of forest land per person, one of the lowest such ratios in the
world. : '

Estimates of fuelwood production are highly variable, due
to the need to account for undocumented production from illegal
logging and subsistence users. 1In 1981, the total fuelwood
production was estimated to be 4 million tons (approximately 6
million m3). 54% of the fuelwood produced in 1981 was consumed
by urban households, 20% by brick-burning kilns, 18% by rural
households, and 8% by other industries. Since that time,
fuelwood use by urban households has reportedly declined,
resulting from increased access to electricity and gas, and
fuelwood use for brick-burning has risen to about 40% of total
fuelwood consumption. This abrupt rise has resulted from a
sharply increasing demand for bricks needed for construction of
buildings and, to a lesser extent, for roads.

Fuelwood is the major forest product in Bangladesh; yet,
compared to rural areas of other countries in the region,
fuelwood use per household is very low (2.7 cft per person, a
50% decline since 1955, compared to 20 cft per person in
Nepal). Furniture-making, construction, brickfields, urban
users, and wood-based industries compete with rural households
for available wood. According to a UNDP/FAO study, if current
trends continue, annual fuelwood availability will be 0,7 cft
per person by the year 2000.

This low rate of consumption reflects the current scarcity
of fuelwood and a substantial unmet demand which people have
been forced to meet with fuelwood substitutes: crop residues,
cow dung and lower quality biomass fuels such as leaves, twigs,
litter from the forest floor, roadside weeds, and other material
which can be scavenged. Some of these residues would be better
used for compost or livestock fodder. Additionally, 34% of the
cow dung produced is used as fuel instead of being used to
replenish soil organic matter. As a result of reduced
agricultural residues from high yield variety rice, rural
households will be further pressed to find sufficient biomass
fuels to meet their basic needs.

The growing gap between supply and demand of forest
prcducts is exacerbated by the scarcity of trees in densely
settled rural and urban areas where demand is concentrated, and
by the poor stocking of existing forest lands. A surprisingly
large amount of land which could support a denser cover of trees
has yet to be replanted or targeted for agroforestry
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activities. Additionally, forested lands, although
overexploited, are not being utilized to their fullest because
of a failure to effectively regenerate, protect, and manage them
intensively on a sustained yield basis.

Natural forests. Production from natural forests is primarily
derived from the Sundarbans mangrove forests which provide
fuelwood, timber, wood fiber, and a host of forest products for
local industrjes. It is estimated that at least 500,000 -
600,000 people directly benefit from employment related to
forest products from the Sunderbans. Many additional thousands
of jobs relate to the processing, manufacturing, retailing and
transport of finished products based on these resources and are
indirectly dependent on the Sundarbans (ESCAP).

Public forestry. Most of the forest resources outside the
Sundarbans are plantations on public lands managed by the Forest
Department or other national/local government agencies.
Community forestry is underutilized as an economically viable
means for re-establishing and managing public forests, despite
the fact that a substantial part of the "forest lands" are
minimally forested. Currently, common management practices
include clear-felling of enriched natural forest or teak
plantations followed by replanting with exotic species, such as
eucalyptus and other fast-growing species. Establishment of
these fast growing trees has often been poor, resulting in low
productivity. '

The clear-felling policy and plantation operations
neglected the need to preserve indigenous tree species for
maintenance of dependent wildlife or to protect fragile sites.
Too little attention seems to have been given to assessing the
needs and interests of the surrounding communities and to
providing for their continued (and sustainable, managed} use of
the natural forests.

Government policies and regulations directly contribute to
deforestation and declining productivity.
Government-instituted bans on forest production fail to curb
widespread illicit felling and actually exacerbate the problem.
The extreme underpricing and inefficient use of wood products
sold to government-owned industries is also a major factor in
the mismanagement of forest resources. Through an antiquated
system of royalties, the government provides enormous subsidies
to industrial consumers (many of whom are state-owned as well)
and no incentives for increased efficiency, leaving individual
consumers with up to hundred-fold higher prices in the open
market for basic materials.

Homestead forests. 83% of all rural households have homestead
gardens. Homestead forests produced 78% of the fuelwood for
rural areas with less than 300,000 ha. The low productivity,
poor management, and underutilization of Forest Department
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reserved forests and other government controlled lands contrasts
with the high productivity and efficient management of the

. homestead forests. Despite the fact that these homestead

~ forests are the most productive component of the forestry
cector, they have historically received little attention from
the Forest Department and the Directorate of Agricultural
Extension. The total standing volume of trees on homestead
lands is estimated to be about 79 million m3, or more than seven

. times the volume of the growing stock in the Sundarban forests

hd which cover nearly twice the area,

Homestead forests account for the majority of the country's
cgrowing stock and production of forest products and are an
important source of food and income. Trees make important
contributions to farming systems which integrate agroforestry,
horticulture, vegetable gardens, fisheries, and livestock
production with annual crops. These contributions increase
income-generating capability and meet a more substantial range
of household needs.

Despite their importance to household economies, a
combination of the stress to create additional homesites by
fragmenting homestead land as well as the continued high level
extraction of wood and other products from the homestead
gardens, may be leading to a decline in their area. The trend
towards overharvesting could be countered by increasing support
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3. Efforts Needed to Conserve Biodiversity
and Tropical Forests in Bangladesh

Actions required to conserve biodiversity and tropical
forests in Bangladesh by government, donors, NGOs and private
‘sector include those listed below. Since much of the
biodiversity in Bangladesh is inextricably linked to tropical
forests, critical conservation measures will impact both areas

as well as the natural resource hase in general. Consequently,
these actions have not been differentiated in the listing below
except for those relating specifically to biodiversity.

Since even the most carefully considered resource
management plans cannot cope with ever-increasing populations,
it is vitally important to maintain a strong commitment to
family planning and fertility reduction and to increase the
effectiveness of programs in this area.



Policy Reforms

Increase the use of indigenous species for reforestation.
Conduct an immediate comprehensive assessment of the impact
of clearfelling/plantation operations, with a view towards
adopting a more sustainable system which is ecologically
and economically sound.

Remove restrictions on the use of natural gas for brick-
making and, thereby, reduce the stress on fuelwood
resources. Also, reduce fuelwood demand by making the use
of alternative energy sources an attractive option,

Bring prices of timber and other forest products harvested
from classified forest lands in line with market prices,

Encourage private sector and community-based initiatives in
homestead forestry by simplifying or eliminating controls
on the harvesting and transport of privately grown wood.

A moratorium on the cutting of the inland sal forests
should be lifted, and negotiations between the government
and various intermediary organizations (NGOs and others)
allied with the local communities should be concluded in
favor of long-term agreements for the distribution of
benefits from forest management operations.

A moratorium on new wood or fiber using industries.
Integrate wildlife management with forest management
Promote adoption of a management plan that adequately
accounts for current use and status of the Sundarbans.
This plan could build on the ODA 1985 draft management
plan, IUCN plan {(1983), and Forest Department plans.

Develop appropriate methods of national income accounting
that include the costs of resource depletion.

Biodiversity:

o]

Reform the system of yearly auctioning of fishery leases to
encourage sustainable production.
Pollution

Protect water resources against pollution from agricultural
chemicals and from industrial and municipal sources.

Provide technical assistance and increase the access of the

private sector to pollution control and abatement
technologies.
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Support the development and implementation of locally
adapted Integrated Pest Management systems to reduce use of
pesticides that have a negative impact on biodiversity.

Training/Education/Information/Public Awareness

Increase public awareness through the media and classroom
programs. _

Support institutions to research and disseminate
information about assisted natural regeneration on
deforested lands.,

Develop an in-country capability in conducting
environmental assessments.

Develop the capacity to accurately monitor the status of
forest cover. Support the involvement of NGOs in the plan
development process and build the capacity of these NGOs to
continue data ccllection and monitoring during the
implementation phase,

Establish a depository on "neutral®™ ground for
biodiversity, tropical forestry, and other natural resource
data which can be collected and made available to
researchers and the public. Linkage of this information
with a GIS system, containing data on ongoing and planned
development projects, would facilitate action regarding
biodiversity/tropical forest impact assessment and
mitigation.

Identify and establish appropriate economic and policy
incentives to encourage tropical forest and biodiversity
conservation, Carry out economic analyses to document the

value of forest production, market trends, and supply and
demand levels.

Increase the capacity of government, NGOs and private
sector to manage wildlife and forests through training.

Make full use of the opportunities presented by the
preparation of a National Conservation Strategy, Forestry
Master Plan, and Ccastal Resources Management Plan, to
reform policies, reorient programs, and otherwise increase
the sustainability of sector development strategies.
Ensure that NGOs play an active role in developing and
implemernting these plans.

Increase public awareness about the values of tropical
forests and biodiversity, and how it is managed. Build the
capacity of NGOs to carry out public education activities
at a local level.
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Biodiversity:

o} Inventory and monitor the terrestrial and aquatic species
and habitats of Bangladesh. Regicnal surveys are
particularly needed. Facilitate taxonomic, life history,
and ecological studies of the rich diversity of fish
species. Gather data on productivity of open-catch
fisheries and productivity of aguaculture mitigations
several years after they have been instituted. Support and
develop the capacity of Bangladeshl institutions and NGOs
to carry out this research.

o] Assess requirements needed to strengthen protected areas at
Teknaf and Pablakhali.

o] Strengthen national capabilities in germplasm conservation
and evaluation. This will also enhance Bangladesh's
opportunity to participate in a regional germplasm
conservation network. Investigate options for a regional
netwerk.

0 Work out plan for long term maintenance of gene bank
facilities already in place. This will depend on
coordination between the various institutions involved in
genetic resource conservation.

o} Continue efforts with the survey of flora and fauna
initiated by the Herbarium, Botanical Garden, and the
University of Dhaka Zoology Department.

4, Action Plan for USAID/Dhaka Support for
Tropical Forests and Biodiversity

To adequately address the critical needs and important
issues related to conserving tropical forests and biodiversity
in which USAID has a comparative advantage, a two-phase approach
is proposed. In the short term (1~2 years), a number of
initiatives should be taken to reduce further environmental
degradation, and to develop the technical skills, information
base and institutional capacity needed to move forward with a
sustainable development agenda. In the medium and longer term
(3-10 years), additional support would be targeted to
institutional strengthening and to implement programs in
designated priority areas. 1In both the short and longer term, a
firm and sustained commitment to a steady reduction in fertility
is needed to sustain progress in natural resource management and
environmental conservation.
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Short Term Priorities (1-2 years):

1. Reduce further degradation of critically important natural
resources and expand efforts to improve the management of
hatural resources:

1.1 Through direct project support, sustain and reinforce
the political support for reduction in fertility; strengthen
population policies to enhance program implementation; and
broaden the base of support provided by all donors to increase
contraceptive prevalence and reduce fertility rates, with
particular attention given to those areas which have
demonstrated the greatest returns on investment.

1.2 Use Title III local currency to support policy
reforms needed to promote the sustainable and efficient use of
natural resources, such as the encouragement of the use of
natuyral gas in brick-burning, the removal of artificially low
stumpage fees for timber from government forest reserves and
other disincentives for efficient use of forest products,

1.3 Provide greater incentives for improved waste
treatment by private enterprises through the MIDAS and
Industrial Promotion Projects, and support measures aimed at
increasing the accountability of the private sector for negative
environmental impacts.

1.4 Continue to support soil fertility maintenance,
renewal of soil organic matter, integrated cropping systems and
development of sustainable livelihoods within the context of
agroecosystem analysis, farming systems research and
agricultural extension programs through the Agriculture Research
Project.

1.5 Support private-sector reforestation and
community-based management and use of forest lands so as to
promote tree-~planting on underutilized or vacant lands, the
protection and regeneration of the remaining sal forests, and
the development of multi-purpose homestead gardens/forests by
local communities and the rural poor through the Private Rural
Initiatives Project (PRIP).

1.6 Provide training and other support needed through the
PRIP? and Development Management Training (DMT) Projects to
enable NGOs and the private sector expand their role, in
cooperation with government programs, in the reclamation and
rehabilitation of degraded public lands, sustainable
agriculture, aquaculture and fisheries management,
environmentally sound industrial development, and the use and
marketing of products derived from renewable natural resources.

-15-



1.7 1Increase access of the private sector to pollution
control and abatement technologies, and support programs aimed
at building awareness within the private sector of the need for
more environmentally benign technologies through follow-up
workshops to the ENRA and through limited technical assistance
provided through the Technical Resources II Project (TRP) or
other TA mechanism; strengthen the assessment and enforcement
capability of agencies charged with control of industrial
effluents, and other sources of air and water pollution and
solid waste through the development of in-country training
programs (DMT). :

1.8 Make greater use of Title II food aid to stimulate
and support improved natural resources management, especially
by the rural poor who are dependent on open-access resources
vulnerable to overuse and depletion, and among rural communities
with an interest in shared management of publicly controlled
natural resources.

2. Support the development of technical skills, information
base and institutional capacity needed for improved analysis of
tradeoffs and resoclution of competing claims on the use of
natural resources:

2.1 Support the clarification of responsibilities and
resolution of conflicting mandates among key government
agencies with a role to play in environmental impact assessment,
land use planning, and other areas of natural resources
management through our follow-up workshops to the ENRA and
through our leadership in the local consultative group on
environment; encourage definition of realistic and appropriate
roles for each of these government agencies, with due regard to
the potential complementary and supportive roles that can be
played by institutions in the private, non-governmental, and
academic sectors and by the media.

2.2 Provide short term training and technical assistance
through various projects in environmental economics, economic
analysis of natural resource management and environmental
conservation, and in assessment of sustainability issues in
economic development planning, including the economic impact and
environmental costs of interactions among sectoral development
programs, such as flood control, irrigated agriculture,
fisheries, energy sector development and rural infrastructure
development (Development Management Training, Flood Action Plan).

2.3 Support a more in-depth assessment of the extent and
economic costs (in terms of crop damage, health impairment,
reduced resource productivity, loss of biodiversity, etc.) and
ecological consequences of industrial pollution, agricultural
runcff and pesticide use, sewage and human settlement wastes,
and other sources of pollution and environmental degradation
(fostered through follow-up workshops to ENRA).
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2.4 Continue to support BARC and other organizations
carrying out research and policy analysis related to
sustainable development, changing land use, farming systems, and
environmental and natural resource issues; particular attention
should be given to the sustainability and overall {net) economic
benefits of alternative agricultural development strategies,
especially as regards the use of water resources and biomass
energy resources, the maintenance of so0il fertility (Water
Resiources Management Project, Agriculture Research Project).

2.5 Support environmental investigative reporting,
public debate and press coverage of natural resource management
issues, environmental education, and applied research and
analysis related to sustainable development by universities,
NGOs and the private sector as well as interested government
agencies; these actions and related initiatives in information
dissemination and education could be facilitated by the
establishment of an independent clearing house and depository
for information on environment and sustainable development
issues, including data generated by donor-assisted projects,
which is accessible to all interested parties (Development
Maragement Training, Private Rural Initiatives, Technical
Resources II, and Environmental Resources Projects).

2.6 Make full use of the opportunities presented by the
preparation of a National Conservation Strategy and Forestry
Master Plan to reform policies, reorient programs and otherwise
increase the sustainability of sector development strategies;
these planning and policy formulation exercises should also be
used to improve the database and analysis related to changes in
the productivity of such resources as homestead and natural
forests, fisheries, and arable land through follow-up workshops
to the ENRA and Title III local currency support.

2.7 Mainstream in the overall Mission project portfolio
efforts to describe and analyze the linkages between people's
well-being, fertility choices, land use pressures, and changes
in environmental guality and in the productivity of natural
resources; this information should be a standard feature in
terms of reference for project evaluations, as appropriate, and
be actively disseminated to development planners and to those
involved in both natural resource management and
population/health programs.

Medium and Long Term Priorities (3-10 years):

3. Continue to build up efforts aimed at institutional
strengthening and program support for critical areas of natural
resource management and environmental conservation:
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3.1 Intensify family planning programs, including
services and supplies along with educational and employment
efforts targeted at women and designed to influence adoption of
family planning, so as to stabilize the population of Bangladesh
as soon as feasible.

3.2 Through a new Environmental Resources Project and/or
TRP, support development and institutionalization of procedures
for screening ongoing and proposed development projects to
anticipate and mitigate adverse environmental impacts; the
Department of Environment (DoE) and Planning Commission should
provide leadership, guidance and technical oversight, but each
line agency should also assume increased responsibilities in
this area; the Planning Commission should take the lead in
assessment of tradeoffs and resolution of inter-sectoral
conflicts and for increasing attention given to "sustainability”
in development planning and proposed projects.

3.3 Maintain support for training and institution
strengthening in environmental monitoring and impact
assessment, agroecosystem analysis, land use planning,
environmental education, economic analysis of development and
natural resource management, and natural resource accounting in
national accounts (DMT, TRP, Agriculture Research Projects)

3.4 Incorporate the findings and respond to the
recommendations of the environmental studies completed in
connection with the Action Plan for Flood Control; support the
implementation of the National Water Plan and the Coastal Zone
Management Plan,

3.5 Support increased research on ecology, reproductive
biology, life cycles and habitat requirements of inland
fisheries, with emphasis given to those species which are
economically important, significant from the standpoint of
biocdiversity conservation, and/or highly threatened by
overfishing or habitat destruction and degradation, using Title
III resources and TRP.

3.6 Support efforts to complete the establishment of a
protected areas system and to implement management plans for
protected areas, the wildlife management plan for the
Sundarbans, the National Conservation Strategy, the Forestry
Master Plan, and related action plans developed by the
Department of Environment and the Department of Forestry with
Title III local currency.

3.7 Under the Agriculture Research Project, support
greater efforts in in-situ germplasm conservation for wild and
local rice varieties as well as expanded ex situ germplasm
conservation facilities for other important crops.
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3.8 Through both the Agriculture Research and
Environmental Resources Projects, support a comprehensive
program to improve procedures for government and private sector
oversight of pesticide importation, registration, manufacture
and formulation, storage, and retailing that parallels increased
investments in agricultural intensification.
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ANNEX B

KEY DEVELOPMENT INDICATORS AND DATA SETS

INDICATORS

FPopulation (mil)

Fopulation Growth Rate

Population by Age
Group

Contraceptive
Prevalence Rate

Total Fertility Rate
GDP Growth Rate

GDP Per Capita Growth
Rate

Per Capita GDP

Avg. Annual Real Per

Capita GNP Growth Rate

(%)

Projected Growth Trend
{80-95)

Projected Per Capita
Growth Trend (90-95)

Poverty Incidence

National Income Rec’'d
by Lowest 20% of
Population (1982)

Per Capita Calorie
Supply as % of
Requirements

Percent of Population
w/daily Kcal intake
bhelow 2122 (1985/88)

AID/W

104.5 (nc¢ date)
109.49 (1988)

2.4% (1988)

(0-14)43.3 (1988)
(156-64)53.7(1988)
(65 +) 3.0 (1988)

25.3% (1188)

5.6 (1988)

3.8%(1986-88)

1.4%(198¢-88)

3160

0.4 (1965-86)

4-6%
1.5-3.5%
43.9% (1985)
45% (1986)

6.6%

8% 1198!)

no estimate

UBAIR

111.3 (1988)
112.0 (1980)

2.5% (1988)
{0-14)40.7 (1380)

(15-60)49.1(1990)
(60 +)10.1 (1990)

32.8% (1989)
4.9 (1989)

3.7% (1980-88)
3.5% (1986-88)

1.2% (1980-88)
1.0% (1986-88)
$180

0.4 (1965-86)

4-5%
1.5-2.5%
52% (1988)

12%

56.3% (1986)
(2,273 kcal base)

51% (rural)
56% (urban)



INDICATORS

Total Investment
(%/GDP)
Private Investment
{%/GDP)

Consumption (%/GLP)

Domestic
(%/GDP)

Savings

Annual Inflation Rate

Public Savings Eate
{%/GDP)

Goﬁernment Budget
Expenditures (%/GLF,
19E8)

Total Expenditures and
Net Lending ($mil)
1986

1987

1988 :

(%/GDP 1386-88)

E udge t ar vy
Deficit/Surplus
($Millions)

15986

1987

1988

(%/GDP 1986-88)

Bank
{real)

Discount Rate

Bank
{real)

Deposit Rate

Bank
{real)

Lending Rate
Interest Rate Spread

Debt/GNP (%)

AID/NW

12,0 (1987)

6.3 (19€14)

90.. (1937)

2.0 (1887)

8.4% (avg. 1986-

BE?

0.7 (avg.1986-88)

16,4 (1988)

2,58

3,006

3,143

-1.158

~-1,45%

-1,488

2.14% (avg.1986-
88)

3.29% (avg.1986-
88)

6.36% {avg.1986-
BE)

3.07% {avg.198€-
88)

52.1% (1388)

USAID
11.8 (1988)

5.9 (1988/1BRD)

97.2 (1988)
2.6 (1988)
11.2 (1982-88)
10.6 (1466-88)

0.7 {(1986-88)

16.5% (1988)

2,548
3,008
3,193
(16.8)

-1,158
-1,455
~1,466
(~7.8%)

2.25% (1988)

3.50% (19€¢€)

6.00% (1988)

.25% (13839)

La

52.0% (1988)
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INDICATORS

External Public Debt
(%/GDF) (1988)

Service Payments on
External Debt (1988}

Debt Service Ratio
keserves (months of
imports)

Exports (%/GDP)
Imports (%/GDP)

Export Growth (%)
Import Growth (%)

Share of food to total
imports (%)

Share of manufactures
to total imports (%)

Ag Trade Balance
{3mil)

Broad Money
(M2} (%/GDP)

Bank <Credit to Pvt.
Sector as share of
total Bank system
Credit

GDP Shares:
Agriculture
Industry
Services

Ag OCutput (%/GDP)

Non Ag Output (%/GDP)

ALD/M
46 .3

$274 million

21.2 (1988)
23.4 (19&8)
2.9 (1987)
6.0 (1887)
15.0 (1387)
6.2 (1980-87)
2.3 (198u-87)
16.0 (1987)

87 (1987,

-3446 mi:. (1987)

24.0 (1985)

53.0 (19:5)

47% (1987)
13% (1987)
39% (1987)

50 (1985,
47 (1987)
36 (2000

50 (1985)
53 (1987)
64 (2000)

46.3

$274 million

23.4 (1988)

3.3 (1988)
6.4 (1988)
15.5 (1988)
7.7 (1981-88)
3.9 (1981-88)
21.0 (1988)

80 (1988)

-$446 mil. (1987)

18.0 (19888)

64.2 (1988)

46% (1988)
13.6% (1988)
40.4% (1988)

46% (1988)
40% (2000)

53.0% (1988)
60.0% (2000)



INDICATORS

Ag Labor as % of Total
Labor Force

Growth rate of Ag
Labor force

Labor Force
Participation as % of
Working Age Peopulation

Labor Force
Participation Rate
Male

Female

Total

Dependency Ratio
1985
1930
1995
2000

Population 1living in
urban areas (%)

Infant Mortality (per
1000)

Infant Deaths in First
year of Life {per
1000)

Literacy Rate(%)

Hale

Female

Male/Female Literacy
Gap

Enrollment Rates
Primary

Secondary

Post-Secondary

AID/W
72 (1985)
70 (1980)

1.9+ (1935-2000)

29 (188L)

no estimates

1.00
Q.90
0.8¢
0.8

no eatimate

120 (1987)

135 (1988)

43 (1985
22 (1985}

21

58.1 (1983)
{66.3 male)
{41 .0 female)

19.6 (1981)
(31 O male)
( 7.7 female)

2.3 (19¢&0)
(3.4 male
{0.7 female)

UBAID
58 (1988)

1.5% (1988-2000)

30.2 (1985 Labor
Force Survey,/BBS)

78.2 (1885)
8.2 (1985)
46 .9 (1485)

91.3 (1986)

11.9 (1985)

13.6 (1990 est.)

118 (1988)

39.7 (1989)
18.0 (1985)

21.7

84.0 (1987)
(=)
(-)

24.2 (1987)
(=)
-)

——



INDICATORS AID/W USAID

Life Expectancy

Total 51 (1988) 51.0 (1988)
Male 52.2 (1988) 52.2 (1988)
Female 49 .8 (19:8) 49.8 (1988)
% of children

immunized against:

TB 14 (1987) 26 (1988)
Diptheria 9 (1987 16 (1988)
Measles 6 (1987 13 (1988)
Polic 8 (1387 16 (1888)
Population with

reagsonable access to

safe water supply 40% (1985) 48% (13987

Sources for USAID Data Sets: World Bank. Bangladesh: Recent
Economic levelopments and Short-Term Prospects., (Report No. 7596-
EDl}, March 13, 1989); Bangladesh Bureau of Statistics. Statistical
Ep_cke_t_ﬁ_o_ok_af_ﬂangladnsm_ls_&a USAID. Contracgeptive Prevalepnce
curvey, 1389; Bangladesh Bank monthly and guarterly reports;
UNICEF. An_ Analysis of the Situation of Children in Bangladesh
(1983); USAID/Dhaka. The Asricultural Sector: A Database (1989).
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ANNEX C-1

FOODGRAIN GAP ANALYSIS, 1973 -1995

FOOD PRODUCTION  POPULATION FOODGRAIN GAP

—-Million MT§-—--- —-Million MTs-—---
Year Total Avail. Millions  Reguirement Gap

Grains Grains @16 oz/day
(1) ) (3=2-(2*0.1) (4) (5=4*1eq)  (6=3-5)
1973 10.18 9.16 7427 12.32 3.16
1974 12.02 10.82 76.40 12.67 1.85
1975 11.40 10.26 78.46 13.02 2.76
1976 12.98 11.68 79.90 13.25 1.57
1977 12.01 10.81 81.80 13.57 2.76
1978 13.32 11.99 83.70 13.89 1.80
1979 13.34 12.01 85.60 14.20 219
1980 13.56 12.21 87.70 14.55 234
1981 14.98 13.48 89.95 14.92 1.44
1982 14.60 13.14 92.16 15.29 215
1983 15.31 13.78 94.43 15.66 1.88
1984 15.73 14.16 96.75 16.05 1.89
1985 16.09 14.48 99.13 16.44 1.96
1986 16.07 14.46 101.57 16.85 2.39
1987 16.50 14.85 103.94 17.24 2.39
1988 16.46 14.81 106.37 17.65 2.84
1989 16.39 14.75 108.86 18.06 3.31
1990 19.62 17.66 111.40 18.48 0.82
1991 19.15 17.24 116.10 19.09 1.86
1992 20.00 18.00 118.04 19.58 1.58
1993 20.75 18.68 121.06 20.08 1.40
1984 21.52 19.37 124.15 20.60 1.23
1995 22.30 20.07 127.16 21.10 1.03
Sourse; The Agricultural Sector in Bangiadesh: A Database (USAID, July 1989)

Population projections trom OPH/USAID/Dhaka



ANMEX C-2

Million Metric Tons

Foodgrain Gap

1973 to 1995
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Year

14981
1986

14991
1486

2001
2006

2011
2016

2021
2026

2031
2036

2041
204186

2091
2056

2061
2066

2071
2076

2081
2086

2091
2096

2101

1595

Poputation

Moderate

89,912
101,634

116,101
130,424

146,866
163,626

180,263
156,723

212,723
227,994

242,068
255,519

268,261
280,025

290,012
298,298

405,266
411,198

316,082
319,876

322,685
324,746

326,292
327,511

328,548

127,206

BANULADESH

{in

[neorporating two assumptions
of ferti:

Slow

89,912
102,614

L4

I
135,0

.,"\ -1
- -.]

156,425
177,664

202,129
228,359

256,479
286,424

J16,817
349,221

381,955
415,712

149,927
482,715

515,481
546,875

571,131
644,304

616,817
637,441

656,970
673,463

687,698

129,833

TO00s)

R 1

Dit{ fercnee

0

aT4
2,007
3,3
8,: 39
134,038
21,506

8,110
74,719
43,02
113,091
t35, ¢
169,410
R4, 317
210,015

234,077

:h5,:49
274,128

194, 132
413,46

330,478
345,052

389,150

-]

2,2

POPUEATEHCE PROJECTEONS

about the pace
ity decline

H-yr
interval

1981~
'86~
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'96-

01~
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41~
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51~
'HE-

"6t~
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'96 -

2101~

1995
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ANNEX D-2

JQ--tP—CO0D

OO0« U=
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POPULATION PROJECTIONS

Under different fertility assumplicns
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