UsAIlr Cuvrent and Plannced Assistance to Bangladesh
FY 1985 to 1Ye7

Developunent Overview

Bangladesh is one of the poorest countries ¢f the world., Its per capita Gross
National Product (GilP) is estinated at $130 and a Bangladeshi”s physical quality
of life ranks among The lowest in the world. HJearly 14 percent of infants die
before the age of one vear, life expectancy is 30 years, and literacy is
estimated at only 29 percent. flalnutrition is endemic, especially in chronic
food deficit districts.
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Bangladesh is the world”s nwst densely populated a;
1,706 people per cigua L. & population groving at zbout 2.7 percent per
year {(doubling every 26 vears) vitiaces recent gains in agricultural production
and  postpones the Bangladesh Government™s (BIG7s) goal eof food self-
sufficiency. Inteuse populacion pressure on the country”s fertile but finite
land base is driving manv Bangladeshis coff the farm. While Bangladesh is still
a predouinantly rural, agricultural society, pressures on the land base have
resulted in a 7yapid wurban growihh rate of about 5.0 percent per year.
Overcrowding in rural areas has increased the number of rural households that
are landless, now estimated at over 50 percent. Estinates of unemployment range
from 23 to 42 parcent, with annual labor force growth rates projected to rise
from 2.8 percent in 1945 to 3.5 percent in the year 2000. Each year about one
million people enter tie labor force. The agricultural sector cannot absorb
sigrificant additional labor, and non—-agricultural euployment opportunities are
also extrenely limited. An unskilled human resource base, limited physical
infrastructure, lack of natural resocurces, and inadequate capital combine to
retard industrial growth rvates, The country suffers from recurrent climatic
disasters, ranging from excessive floouding to <drought, which iumpedes
developnent.
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Still, there have been some enccouraging signs in recent years. A rapid
expansion in irrigation aas led to incre2ased cropping intensity. and adoption of
higher vyielding crop varieties and inpreoved agricultural techunology packages.
In addition, sound pricing policies have sonewhat mitigated the damaging effects
of weather on agricultural production. The superior performance of non-
Jovernmental organizations in delivering family planning services is setting a
good exawple for the Bangladesh Government”s population progranm which has also
shown significant iumprovementi in receni years. The BDG is thoroughly aware of
the mwnagnitude of the unemployuwent problem. In its Third Five~Year Plan,
governmuent places hijhoest priority on the need to generate massive numbers of
new productive off~farm euplevriont opporcuniities. In addition, the continued
willingness of the governmert to make sound uacrc—economnic policy decisions has
increased the «country’s capability to utilize botin domestic and external
financial resourccs norve efficiently. {fowever, given the low base from which
the country is starting, Bangladeso will continue tc be heavily aid-dependent
for the foresecable future.

UeS. Intercsts amd Objectives

Bangladesh ranks as  the world”s eiynth nost populous country, Its extreuwme
poverty, rapid population growth rate and teoyraphic locaticn in an historically
trecubled arca coumand U.S. interest in the couutry’s future.



Econoniic assistance to Bangladesh is the U.S. Government”s (USC) principal means
of supporting the inter-related obhjectives of orderly economic growth and

stability. Stability is a necessary condition for continuing equitable
development and contributes to the impc tant U.S. goal o. regional stability in
South and Southeast Asia, Conversely, political turwoil and economic distress

could once again, as in 1471, introduce severe strains into South Asian regional
relationships.

Awerica”s historic bumanitarian concern requires our involvenent in meeting the
most basic needs of Bargladesh. But beyond the humanitarian aspect the United
States has an interest in deuonstrating that it is prepared to work effectively
with those poor countries that are adopting sound econonic poliicies in pursuit
of development.

The present government is well disposed toward the Urited States and continues
to implement a far-reaching economic reform progran including realistic budgets,
reduced subsidies, and greater reliance on markef nechanisis. The government is
making significant reforms in administration aand local governuent, looking
toward a return to representative political instituticas, Hational elections
are tentatively schedvled for the first quarter of 1986, Sustained U.S.
assistance 1is a critical element in supporting the governuwent™s pragmatic
development policies and its efforts to move in an orderly  fashion toward
representative democracy.

A.1.D. Developument Strategy

Recognizing that rapid population growth compounds the difficulties in mnmeeting
agricultural production ind employment needs, A.l.D. continues to give highest
priority in Bangladesh to the goal of reducing human fertility., The goal will
be addressed by increasing the use of modern family planning wethods delivered

by governmental and non-governuental programs, A.I.D. will also focus on ways
to stimulate additional demand for family planning and maternal chiid health
services, Secondly, agricultural productivity must be increased to raise rural

incomes and reduce the need for imported foodgrains. A.I.I. approaches this
sfoal through the development and dissenination of improved agricultural
technologies; by 1iuproving the supply and distribution of inputs; through
developient of key infrastructure; and through development o¢f human resources.
An additional and increasingly critical objective is the expansion of employment
opportunities, through the development of small private enterprises,
dissenination of appropriately labor-intensive agricultural technologies, a Food
For Work. public works program, improvenents in financial markets, and
development of selected infrastructure. AJI.D. will assist the BDG create and
sustain a policy and inztiturl tual enviromeent that encouragzes the development
of labor-intensive anterprises.

Infusing the basic strateyy is an active multi-~faceted policy dialogue with
particular emphasis on strengthening the role of markets and increasing the
scope of private sector participation in th2 ccononv, Significant levels of
assistance, combined with policy analysis and quailty teclinical assistance, have
created an atnosphere of wutual confidence that pernits A.I1.U., to advise and
consult with the goverament in many of the wost critical econonic policy issues
it faces. The broad impact of A.I.D.”s programs in Bangladesh can be neasured
best by the important and effective policy changes, described below, obtained in
exchange for substantial U.5. assistance.
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A.I.D, Progran (FYs 1985-1986)

The current A.1.D, prograwm advances the riission strategy in the following ways:

A, Reducing Fertility

The Family Planning Services project (388-0050) addresses the Hission’s priority
progran through grants to governnental and non—-governuental population
activities, Al.D. financing for the government program continues to include
commodities {contraceptives, surgical supplies and equipuent), demographic
research, maternal ard child health training materials, contraceptive prevalence
surveys, coumunity-based family planning projects, participant training, and the
local-cost financing of the wvoluntary sterilization prograi. A, I.D."s
participation helps mneet the “vereasing denand for family planning services.
A.I.D.”s active monitoring of voluntary sterilization services has helped ensure
that both the quality of services and voluntary nature of the government”s
progran are maintained. A.I.Dl."s assistance to non-governmental organizations
enables then to finance family planning projects. These include community-based
distribution programs and voluntary sterilization clinics, maternal and child
health/family planning clinies, and subsidized private sector mnarketing of
contraceptives.

Higher contraceptive prevalence rates will eventually be contingent on measures
to stimulate and sustain greater demand for fertility reduction. A.T.D. will
continue to explore new social ueasures to enhance acceptance of the small
family norn, as well as ways to broaden the wmarket for family planning services,

The Social Harketing project”s (SIiP) increased distribution of pills and condons
to retailers has increased access by the population to family planning services,
The SHP 1is considered a prototype for other social marketing endeavors.
Contraceptive sales through this retail sales program are, by definition,
voluntary and based on consumer demand. Financing from the Child Survival Fund
is used to initiate a national oral rehydration solution marketing program,
A.I1.D. funding will continue to the Bi*G, non~governmentil organizations and
retail sales programs. In addition, A.Il1.D. will collaborate with NGOs to
provide maternal and child health services.

B. Increasinj Agricultural Productivity

The Agricultural Research I1 project (388-0051), begun in FY 1981, 1is an
integral part of A.I.D.”s long-term commitment to developing agricultural
research capabilities in sangladesh, The project supports efforis to develop
more productive crop varieties and cultivatioa nractices by strengthening the
institutional capacity necsssary for technological advances and by
decentralizing research to regional substations and farmers”™ fields. The
objective is to diversify crop production and improve the efficiency of
fertilizer use, In FY 1985, the irission conducted an external evaluation of the
Agriculture Research Progran. This evaluation resulted in a revised Mission
proposal for a project supplement to extend the Agricultural Research 1I project
until 1991, focussing on a faruing systewms research approach. The evaluation
tean found that, while wost of the project”s objectives were being met, A.I.D.”s
commitment to institutionalizing the national agricultural research capability
requiresg sustained support over a longer period than originally eunvisaged.




In an effort to improve the quality of advanced agricultural training, funding
from the Technical Resources project (335-0027) will be provided for technical
assistance in curriculum design and agricultural extension from a Title XII
university to the Bangladesh Institute of Post-Graduate Studies in Agriculture
(IPSA). This prograa is jointly funded with the Japan International Cooperation
Agency (J.1.C.A.).

The deforestation rate in Bangladesh is estimated to be significantly higher
than the average for the Asia region. Tiie Homestead Agro-Forestry lDevelopnent
project (388-0062), to begin in FY 1986, addresses the critical problem of
rapidly depleting fuelwood supplies, especially for the rural poor. The project
ains to develop the BDG”s capability to provide the assistance needed to
significantly increase smail “~riuers” production of trees, shrubs, bamboo and

other ground cover. Lbangladesh”™s forestry efforts have, until  recently,
focussed on the protection of reserve forests. The A,I.D. project emphasizes
homestead forestry, wh’h provides 90 percent of all fuelwood used, and will

introduce an agro~forestry component at existing croppin; systems sites.

The Fertilizer Distributicn Iuprovement 11 project (388-C060), initiated in FY
1984, continues the process begun by its predecessor project to increase
fertilizer wuse through improvements in the marketing system, provision of
adequate fertilizer supplies, and increased national storage capacity. A, I.D.
has successfully negotiated the reumoval of government constraints on the
operations of private-sector fertilizer retailers, the elimination of officially
administered retail prices, and the closure of a large number of government
fertilizer sales centers. The project focusses on the entry of private sector
whelesalers into large-scale fertilizer distribution and marketing, elimination
of fertilizer subsidies, and fertilizer dealer developunent and sales promotion.
Where the phase one project accomplished that transfer at the local level, the
current project extends the private scctor”s role to the national level. As a
result of a current BDG~A,l.D. policy dialogue, private distributors will for
the first time be allowed to procure fertilizer from ports and¢d factories, and
compete with the government for national distribution. A.I.D. is supporting the
new distribution system by financing fertilizer imports, credit for private
distributors, technical assistance 1in distribution and marketing, and minor
infrastructural improvements to increase access to ports, factories, and
warehouses.

A.,I.D. will continue to fund the Zila Roads iMaintenance & Improvement Project
(388=-0056). Serving as the link between farm=-to-market (food for work) roads
and the national highway system, these district level roads facilitate farmers”
access to production inputs, credit and uarkets, as well as provide inmediate
euployment benefits, The pre,:ct will train an additional 150 engineers in road
maintenance techniques, ifost importantly, the project ies demonstrating the
benefits of a road aintenance system that can be replicated throughout the
country,

PL 480

PL 480 programs in Bangladesh provide essential support to A.I.D.”s strategy to
increase agricultural production and provide rural enployunent. The
Food for Work (FFW) III project (385-0061), initiated in FY 1935, will continue
a successful program of upgrading local foot paths and seasonal roads into faru—
to-market roads that are accessible throughout the year, The FFW activity is an
excellent example of how food commodities can be fully integrated into A.I.D.”s




development program. The sales proceeds of supplemental PL 480 shipments
finance a program of b idge and culvert comstruction on FFW roads, increasing
their wutility and development iupact. Bridge and culvert construction will
continue in both current and requested year progranms.

The PL 430 Title III program for FY 1985, an extension of the nulti-year
agreement begun in FY 1982, finances wheat, rice and other agricultural
conmodities. The on-going program is providing support for key policy reforams
that are designed to improve the efficiency of public food distribution systen,
reduce food subsidies and encourage domestic food production. Under the Title
II1 agreement, the BDG has increased significantly the price of rationed
foodgrains above the procurement price, adopted a procurement program that
supports producer prices and acquires domestic comiodities for the reserve
system, and strengthened the use of open market sales to moderate retail price
changes. An evaluation performed in the fall of 1985 concluded that the
governnent has performed well in meeting the goals of the program.

Lecal currency generated from Title ILII sales are used to finance agricultural
research, irrigation, and other projects that move Bangladesh closer to the goal
of food self~sufficiency.

In addition, during the course of FY 1986, a comprehensive Food and Agricultural
Policy Study is examining the policy impact of the current Title III program
that began in FY 1982. The study team will explore possibilities for new food
and agricultural policy initiatives and make recoumendations that may forum the
basis for the pnew multi-year agreement that will begin in FY-1987,

C. Expanding Employment Opportunities

An extrenely high rate of unemployment and underemploynent, fueled by a high
population growth rate and stagnant per—capita agricultural productivity, is one
of the most critical problems confronting Bangladesh. A.I.D. will continue to
fund projects, as well as begin new initiatives, that seek to address the
unemployment problen.

Enterprise Policy Reform (383-0067), initiated in FY 1985, is designed to
provide both A.I.D. and the BDG with a better understanding of policy and
institutional constraints that way hinder the develcopment of labor-intensive
small and nedium size off-farm enterprises. The project constitutes the initial
phase of a long-term A.,I.D. commitment to enterprise development in Bangladesh,
and is providing A.I.D. with information required to engage the BDG in a policy
dialogue to remcve those constraints., A.I.D. is financing an economic census
performed by the Bangladesh Rureau of Statistics, with the support of the U.S.
Bureau of the Census. The census will generate benchmark and other data that
can be used for further surveys of labor-intensive enterprises. Technical
assistance funded under the Technical Resources project (388-0027) will be
nrovided to the Bangladesh Plarning Courission to conduct studies and recommend
policies that will encourage the expansion of small enterprises., One exanple is
a study of the potential of subcontracting systems in Bangladesh as facilitators
for semall scale enterprise developnent, The project will help define the
paraneters for A.1.D. involvement in the promotion of off-farm employment.




Enterprise bevelopment (388-0066), beriniing in FY 1986. will significantly
expand the pilot activities of thaz non~gow,rnmental crganization  [iIDAS,  begun
under the Rural Industries projrct [338-07427%, A,I.D. believes that prospects
for small enterprise developnent have ~reatly inmproved o »r the past few years
as the BDG has moved tcuard greatar rellance on nrivote sector production and
free markets, The new project will extend techniccl ascistance and credit to
establish and expand suall labor-inteusive enterprises., many with backward
linkages to agricnlture or forward linknges tr evwport me wkete, Evaluations of
the predecessors project clearly demonstrated the effectiveness of MIDAS as a
business consuiting erd credit vezhirliz and its exceptional lean repayment
performance. Funds will be uced to estal:lish new MIDAS branch offices, as well
as create two new divisions within MIDAS: (1} 2 Pusiness Iunovation Division, to
identify new product lines, techneclogios, <nd marleting stratcegies; and (2) a
Subcontracting Divislon Yo 2neo rtapg? Cowrocial ieleticaships  tetween  parent
firms and swmall-scale crbzencracting fivmo .,

Evaluations of £.1.D. s Rural Zlecirvification T & IT projects demonstrate a
significant immediate ircreese in eccononic ectivity when rural areas gain access
to electrirlty, as well as the exrepsion of irvrigation, Seventy percent of
power distvibuted in the Ruvcel Electvificntic: Y1 preject (333-0054) is consumed
by 1rural industriec and cormercial lnzeLas, The Hural Electrification III
project {388-0070) wili ercend the successiuvl pregran. Technical assistance.
provided under the prcject will feocus on imnroving the financial viability of
the rural electrificatic ccoperatives by reducing price subsidies, 1increasing
the density of service, z2ad iwmpreving menclencrt canability.

Building wunpaved feader roads through the Food <for Work program linking
previously isolated arezs with the district road system provides substantial
short-term employnent, T~ the Zila Roads ldaintenance & Improvement project
(388-0056), discussed above, A.I.D. has beoun to assist the BDG institutionalize
a routine road waintenarnca progran, Thie program will ensure that rural assets

are mzintained and a -ellable transpcrtation system is developed.

. Human Resouices

Acknowledging that policy and institution-building efforts can only be effective
if supperted by a strong human resource base, A.T.D. uses the Technical
Kesources project (388-0027), to finance a limited amnount of U,S. and third
country training in areas that are not inciuded in our bilateral projects.

The Development & lznagewment Training (336-0068) Leginning in FY 1986, greatly
expands A.I.D. s ability to provide qnall ir “ccuﬁr 'y and U.S. education  in
public administration, manacsenant, business adainiztration, and econonics,
Training will be focussced at the entey and widdle levelz of both public and
private sector organizations. The projezc will 2lno stromgthen lecal management
and public administraticn Zraining institutions,

Requested Year Progran (FY 1987

Developnent Assistence grant funds zre p=cvectc! o fuad increments of on=-going
projects a¢ well as three ~owr projeciz, oo of vhich avre folliew-on activities,



A, Reducing Yertility

The Population & Fawmily Planning project (388-0071) will continue the activities
begun uider the predecessor project (39°=0050) providing upport to governmental
and non~governmental programs delivering a wide raage of family planning and
heaith services. A coumprehensive evaluation of the current project performed in
FY 1966 will assist A.T7.D, in the refinement of service dalivery activities. It
will also explore ways to increase the dewand for fertility reduction including
expansion of female education and emnloymant opportunitics.

B. Increasing Agricultural Prcductivity

FY 1986 funding will be rrovided for such on-going activities as Fertilizer
Distributicn Impiovemeat D1 (oib=Gub0), Homcsteau Agro-rFerestry (388-0062),
Rural Electrification III (388-0070), and Zila Roads ilaintenance & Improvement
(388-0056). Additionna funding is ""quostcd for a nulti—year amendment
beginning in FY 1987 to Agricultural Research i1 (358-0051) to strengthen the
Bangladesh Agriculturael Researzh Coun cil s ra“abl,"ty to marage effectively the
nation”s research syster. This project will -~eontinve existing programs in grain
production and improvec ircigacion recimiyuss, o0y weii as  strecgthen efforts
recently begun in horticnlture, livestoc: feuod znd tillage practices. Farming
systems research field crails, curreatly being tested, will be more closely
linked to the mnatiora’ extensicn syrctem. Curci Pulu at the acricultural
university end trainingy institutes will bz updated to incorporate faruing
systems reszarch as a rezsz2urch and extensien wmethodningy, -

In FY 1987, A.I1.D. plans to initiate a PVQ Cc-~Financing project (358-0072). The
project will fund activities of toth irndigenous and U.S. private organizations
that provide a broad range of services directly to the most economically and

socially disadvantaged, The 1lzrge PVO community in 8angladesh has worked
effectively with the poor, and direct grants will be made to support a nunber of
PVO .cczivities. A.I.D. will aiso pro-ide funds and technical assistance to the

Association of Develspmont Agencies in Pangladesh (ADARZ). a consortium of all
PVOs working in Banglcodesh, to permit ..DAY to assist PVOu 1ﬂprove their project
desigr., implementation and evaluaticn capabilitics as well as management and
accounting skills. Lnile agriculture, rural development and rutrition will be
emphacized, education and selected development activities funds will also be
used.

The PL %480 Tit’e II ¥ood for Work project (388-0061), managed by the U.S. PVO
CARE will coentipue ‘o iinance such sawall rural infrastructure projects as feeder
roads and bridges wiiich are curr=ntly providing scasonal employment to over

800,000 landless rn-al ponr.

A.I.D. aiso requests funds to initiate a new woeiti-year Title 1II1 progranm.
While the program will -ontinue to sustain the current foedgrain pricing and
pnarketing pciicy initiatives, the rew agreement will focus on additional
policies designed tc stirmulste food preoducticn and ziricualtural productivity.

C. Expanding Rural toaploynent

Incrementel funding is requested for the on—going Rural Electrification,
Enterprise Developument, and Food for Work III prcjects that will continue to
stimulate off~-farm employment oppeortunities. Additional funding under the
Technical 2Resources project (388-0C27) is requested to contirue technical



assistance to the Planning Comnission. Consultants will conduct studies and
make specific policy recomnendations designed to facilitate the expansion of
small enterprises,

D. Human Resources

Continued funding is requested for the Development and llanagement Training
project (388=-0068).

October, 1985



