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F one draws up a li-tl;::'

Bangladeshi experts w

can authorita discuss,
a wide variety of subjects rang-
ing from the state of the so-
c sick industries in the
country to the priorities of the
new elected government in
the field of economic planning,
from the international aid cli-
mate to various implications of
drive in Bangladesh towards
sell-sufficiency in food produc-
tion, the name of Prof. Nurul
Islam would be very much near

the top.

UnEkc many of his conteg-
poraries, Prof. Islam has the
unique advantage of talking on
these subjects from his own
personal experience. This
makes a discussion with this
grey-haired internationally-
known expert a down-to-earth
conversation, rather than a
jargon-ridden theoretical dis-
course

Islam needs no introduction
to most readers of The Daily
Star. However, to the ydung
generation, es to stu-
dents of the universities, the

r's name may well be
familiar, but not the details of
his chequered career. After
all, he has been living abroad,
almost continuously, since
1975 when he became a fellow
at the St. Anthony's College
Oxford University, the position
, he held for two years. Belore
joining the Oxford University,
Islam had already made his
mark on the national scene.

A brilliant student of the
Dhaka University, Islam served
his alma mater as the
Professor of Economics from
1955 to '64 and then, for six
years, as the Chairman and
Director of the Pakistan
Institute of Development
Studies.

After liberation, Prof. Islam
took over what was undoubt-
edly one of the most presti-
gious and the most demand-
ing positions in the new gov-
ernment that an economist in
the country could ask for. With
Sheikh Mujibur Rahman serv-
ing as the Chairman, Islam be-
came the Deputy Chairman of
Bangladesh Planning
Commission, with three other
to

this post until 1975 when he
moved to Oxford.

Dr Islam gained interna-
tional attention when he
as the Assistant
Director Genecral of the Food
and Agricu

1987.

(FAO) from 1977 to
Then he moved to Washington

" h lmw

Policy Research Institute
as a Senior Research Adviscr,

Although Iliving abroad,
Islam remains fully conversant
with developments at home
since he s to visit
esh at least twice a
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CONVERSATION

Noted Economist Prof. Nurul Islam Reflects on the State of Sick
Industries in Bangladesh,the Country’sDrive for Food Self-sufficiency,

the Global Aid Climate and Other Issues

delicate. I do feel that at this
juncture, this kind of major,
critical policy changes would
require building up a national
consensus. This secms lo be
the biggest challenge facing
Bangladesh at present. And it
{s not unique to Bangladesh.
Developing countries all over
the world are confronting this
situation, in Africa and Latin
America. The latter is espe-
cially going through a tremen-
dous amount of political and
cconomic c s, with the
introduction of democratic
politics.

.So the problem of how to
generate a consensus on criti-
cal economic issues facing the
nation is a crucial one.

DS: When you talk about na-
tional consensus, do you mean
political consensus, or a con-
sensus among the experts and
economists and the govern-

" ment, or a consensus that runs

across parliament? |[f you are
thinking of the second one,
are you very hopeful that this
can be achieved, or can

think of some other -
ing country where this has
been attempted and achieved?

NI: Well, when | say con-
sensus, it includes all sec-
tions of the nation to which
you referred — experts, admin-
istrators, policy-makers, all of
them. Now, some couhtries
have done it well, some have
not.

Say in Latin America,
Mexico has gone through very
significant economic ch :
From the outside world the
changes appear almost revolu-
tionary, but in a very demo-
cratic form. And so far, tvh:ii

seem to be managing it

but everybody is keeping his
fingers crossed. Most, or at
least some of these changes
arc so drastic that you are on
very uncertain ground as to
hogloruﬂ:emnumm will
last. So it will take very skillful

‘Discipline in the fi-
nancial sector relates

to a very fundamental
aspect of. effective
government. You
must have rules, con-
tractual obligations, to
have any economic
transactions fulfilled.’

decade or so,
issues. A debate at all spheres
of life, involving technocrats,
politicians, the public at large,
all of themm. Then, as a result
of the debate, issues will
mtwhthhlrchcenﬂb
in

not and without taking
the into confidence. So
whether the are mod-

banking systerh seems to be in
a state of flux; we talk about
the lack of a management class
in this country; then we hear
about industries being sick.
Now, as an economist of
world-wide experience, can
you tell us how this problem
could be tackled, particularly
with reference to some other
countries in this region or
other regions?

NI: If you look at the coun-
tries that have developed suc-
cessfully, four pre-conditions
seem to have been generally
satisfied.

First, they have been able
to te sufficient domestic
resources for development
over a period of time; second,
they have been able to develop
a trained and broadly-educated
population.

The performance of the
East Asian countries, particu-
larly the four Tigers, have becn
remarkable in these two re-
specis.

Look at the area of domestic
savi East Asian countries
such as Korea and Taiwan werc
not much better off than

'Bangladesh even 25 or 30

years ago. But the rate at
which they increased their in-
ternal resource mobilisation
was very high, and thercfore,
their dependence on foreign
aid declined over time.
Similarly, they made
tremendous advances in the
fields of education and train-
ing, from the late '50s, or the
‘60s in Korea's case. You can
see s t differences be-
tween South Asian countries
including Bangladesh, and East
Asian countries as well as
Indonesia and Thailand, in
their respective approaches to
education. The ratio of spend-
ing between and sec-
ondary education in East Asian
countries is radically different
from that of South Asia. East
Asia’'s spending on primary
education, compared to sec-
ondary education, is much
higher than in South Asian

countries. As a result, adult
literacy and education
arc much more -spread in

East Asia than in South Asian
countries such as Bangladesh.

This is a remarkable differ-
ence, and notice exactly the
same in the area of health care.
The importance of, and the
emphasis on, primary health
carc is much greatcr in East
Asia than in South Asia.

Third precondition is ap-
propriate policies which can
n:nfc efficient use of both hu-
man and ca
liere the policies range from
broad arcas — trade policies,
exchange rate policics, fiscal
policies, credit policies — to
industrial

policy, agricultural policy, fi-
nancial policy etc.

Fourth is which
is an {ssue ol great importance
and debate in the international
community at present. These
last two issues have been very
high on the agenda of debate
in developing countries.

So, what is this gover-
nance? Govermance is how you
ensure an honest and efficient

i

government.
difficult problem

- trialists, traders etc.

Facing the Nation.
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implement the rules of the game.’

creates uncertainties in the
minds of economically active
people such as farmers, indus-
If they
cannot forecast or predicl,
then their expectations will be
destroyed and they will not be
able to act.

DS: Within this broader
context, could you come to
some specific issues such as
indiscipline in the [inancial
NI: You see, discipline in
the financial sector relates to a
very flundamental aspect of ef-
fective government. You must
have rules, contractual obliga-
tions, to have any economic
transactions fulfilled. This has
been the case since classical,
even pre-historic times in so-
ciety. The problem is that f |
borrow and | don't pay back,
then | am violating contracts.
And il | get away with not pay-
ing, then | create the impres-

sion, or a genecral perception,
that contracts do not have to

is it that
we have so much ial ir-
regularities?
Nl: Becausc

NIi: Iﬁppﬂllhtrutln
somec Alfrican countries, but

very, very few. Here it is quite
striking, | agree. But our
problem i{s in the financial
sector. [t is not serious in
other sectors, contracts are

honoured.

DS: Yes but, would just the
problems in the financial sec-
tor drag down so many indus-
tries, unless so many other
things were wrong?

NI: That is true also. There
are inter-related phenomena.
Let's say you have tremendous
shortages of resources in the
government budget, then you
cannot undertake to compen-
sate losses in restoring the
cconomy. If you have large
surpluses in the budget, some
of these problems can be ab-
solved. But you don'tl You
have severe problem there as
well. There is a very severe
problem of public sector re-
source sho in this country
which is unique. Even other
poor countries, at our level, do
much better than us at
mobilising domestic resources.
There are many countries with
US$170-200 per capita in-
come, but they are not as bad
as we are.

DS: What are your views on
the issue of sick industries?
Why do they happen? Do you
know of examples in other
couniries?

Ni: Oh yes, there are sick
industries all over the world.
It depends on your macro-
economic policy and your pub-
lic sector enterprises policy.
If you have a system of trade
unions in public sector indus-
tries, where you raise wages

out of line with increases in
productivity, then you can have
a collapse situation. You sece,
most of the: public sector en-
terprises in many political sys-
tems cannot be controlled, in
terms of expansion of em-

. ployment and wages. In a po-

litically organised system, how
do you control trade unions
not putting up wages? And
how does a political system
prevent employment from ex-
panding beyond what is neces-
sary for purely economic rea-
sons? This needs tremendous
discipline, some countries
succeed, and some don't.

DS: What are your experi-
ences of, and the latest think-
ing in, the world of interna-
tional assistance and north-

southrdathns.parﬂ:dmiytn

the area of development?
NI: One issue is that coun-

tries like Bangladesh has to
face a changed situation, in
terms of stagnation in overall

aid flow. All predictions indi-
cate that there will be short-
ages of external resource flow
— overall development assis-
tance flowing into developing
countries — {f not in absolute
terms, then increases will be
very slow. Why is it so?
Because, first, tremendous in-
creases in requirements in
Eastern Europe, and the
Western countries are passion-
ately interested in providing
resources to Eastern European
countries. They are commit-
ing billions of dollars, there's
even a new bank — the Bank of
Eastern European Construc-
tion and Development.

The loans from this bank to
East Europe and the Soviet
Union will be subject to two
conditionalities, which is very
strange: economic liberalisa-
tion and political pluralism.
Unless these two conditions
are satisfied, loans will not be
forwarded from the bank. This
is for the first time that an in-
ternational organisation, par-
ticipated in by all countries
including Eastern European
ones, put these conditions on
loans. So that is the new
thinking in the developed
community.

Since the total pie will re-
main stagnant, not increase,
the competition for develop-
ment assistance among coun-
tries of Africa, Eastern Europe,
even Latin America will be
tremendous. The thinking in
the development communi
is, how do we make a more ef-
ficient use of a slowly growing
pie, or a declining amount, for
that matter. |

The third criterion Iis
poverty. Increasingly, the de-
velopment community is in-
clined to give more to those
which not only commit them-
sclves to policies to alleviate
poverty, but also perform in
terms of declining poverty.
So, you might say that they are
getting more and more de-

But then, looking at it from
the developing countries’
points of view, may be it is de-
sirable, given the of
resources both internally and
externally. They too need to
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only in terms of rice, you have one kind of result, but if
then you are going to have another kind of result.’

]

"y

make more eflicient use of re-
sources. Therefore, develop-

ing mnations {including
, will face the prob-
lem of not being assured of in-

creasing volume of assistance.
DS: Does not the approach

-nmdetoﬂuEﬂatemEumpcm

countries set up a bad prece-
dent in donor-recipient rela-
tion, of the donor agencies in-
terfering too much with the
rights of the nation-
state? And how is it going to
apply to other developing
countries? "

NI: Now, this is a matter of
hot debate in international cir-
cles, Like in the national
sphere, you have to reach a
consensus in certain critical
issues, so internationally a
consensus has to be reached. A
debate i{s going on right now
on exactly the issue you have
raised. The recipient coun-
tries, the donor countries and
other countries will be meet-
ing in all international forums
includ the United Nations,
the W Bank etc, and de-
bate this issue to try to reach a
consensus on whether these
are the kind of policy changes
to which the international
community will . :

You see, it's very difficult ...
are these conditionalities, or
are these policy changes which
result from some consensus?
Today, they are conditionali-
ties, they are not the result of
any debate or consensus be-
tween recipient and donors.
So you are right to that extent.
But they are saying that if they
are going to allocate their
scarce resources to developing
countries, then they will sug-
gest certain criteria for their
efficient use, and you have the
perfect right not to accept
them.

DS: We are very close lo
self-sufficiency

in food In

'‘Why must one de-
cide, as an issue ahead
of time, that one might
be self-sufficiency in
rice? Here again, what
is necessary IS not
self-sufficiency irre-
spective of cost of
production’.

HERE TSNS NSGNSS.  What do you do with

Bangladesh. From an intemna-
of view, as a
of the UN's Food
Organisation,
Jood situa-
the world,
h? Are we
the end of

§
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Hl:Ymm,ﬂult::;uym-
teresting question, there
has been a lot of loose think-

if | may say, on this very
:':.I'll:t t of self-sufliciency.

What precisely mean

this? Wh:‘;au talk dn‘-ﬂ
ficient Bangladesh, it invariably
means rice self-sufficiency,
that is if we are self-sufficient
in the total quantity of rice
that we need in this country.
But then, that is not quite the:
appropriate to look at self -
ugfl’lc;my. mi- is self-sufli -
cient in rice and wheat, bu!l.
their import bill for edible oil:s
is moun al an ever greater
rate, and same is true for
other countries. Indonesia fs)
self-sufficient in rice, but the'y
import wheat. So when you say
food self-sufficiency, we have
to be sure about what is mean:t
by food. If it is one of the com.-
ponents of total food con -

sumption, then ye:u,
could reach sel [-

is today's demand given the
distribution of income, the

poor's purchasing power etc.
But if you greatly increase the

income of the , then there
will be great ’nﬂltll: in de-
mand from the poor.

Now, various predictions
and projections made for
Bangladesh show that we may
reach self-sufficiency in rice
glven certain assumptions, but
the wheat bill may go up, be-
cause there is an increase in
wheat consumption in the
country. How you substitute
one for the other is another is-
sue. It s much more com
than what we glibly talk about.

I mean, what about imports of
edible ofls and pulses? Are
they not food items? So we
may not import rice, but we
may start importing huge
quantities of edible ofls and
pulses, for example. As income
increases, demand for these
non-cereal food items will in-
crease. For milk, for meat,
fruits and vegetables.

So, if you define food only in
terms of rice, you have one
kind of result, but if you define
food in terms of other items
then you are going to have an-
other kind of resulit.

DS: But should we pursue it
as a policy?

NI: No, why must one de-
cide to decide, as an issue
ahead of time, that one might
be self-sufficient in rice? Here
again, what is necessary is not
self-sufficiency irrespective of
cost of production. If we pro-
duce rice or wheat at twice the
price of world market, we
shouldn't necessarily produce
it. Fortunately for Bangladesh,
we produce rice quite effi-
ciently, as of now and for the

foreseeable future.

But the point is, we want to
be self-reliant, not self-suffi-
cient. Now, what's the mcan-
ing of self-reiant? We must be
able to produce what we can
produce competitively, or clse
import them from abroad.
Either produce them at home
competitively, or if not, be able
to import them in cxchange
for other things we can pro-
duce competitively. That's sell-
reliance, which should be ex-
pected, and is a rcasonable

objective.

Self-reliance, of course,
brings in the issue of food aid
here. When we want to be selfl-
reliant it usually means we
should increasingly reduce our
‘dependence on food aid. Why?
Partly because food aid is
highly uncertain, it varies from

to year, and in the long
Yr:'tr“ ](;Eun'l really know the
future of food aid. Therefore
you can't decide a long-range
food policy on a highly fluctuat-
ing and uncertain amount of
food aid.

Then some food-related is-
sues which are relevant to
other developing countries are

also relevant to Ban dcdsh.
18-

tribution, public food distribu-
tion, food prices for the poor?
Now, there is a consensus all
over the world, including de-

veloped countries, that until
the income of poor in-
creases substan to allow

them to have access to sufli-
cient amount of food, we
should do something to look
alter their food needs. One way

of taking care of it is to give '
them subsidised food. In the-

tries tried but did not succeed

in

up =
m:ﬂ the reach, and mostly
in urban areas. That's been our

experience as well.

So it is very difficult to de-
sign programmes which will
target food subsidies to the
poorest of the poor. It is very
difficult administratively and it
is very costly to arrange it. So
we end up having very broad-
based schemes and having lo
cope with huge costs. If you
can design narrowly-targeted
schemes, then you can reach
the poorest of the poor. For
example, our Vulnerable Group
Feeding Programme here does
reach the very poor. Food for
Work also reaches target
groups. But hundreds of ques-
tions have been raised about

mmwnhﬂcm

choose the appropriate

method of reaching the poor.




