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‘Market Economy and Economic Development

T H!munﬂﬂu
the choice of the
central theme of the
conference. The first round of
debate centred around the
conceptual ifssues relating to
market oriented economic
development.

It was maintained that mar-
ket economy is usually pre-
ferred because of its potential
contributions to welfare mainly

through effictency in resource

ment, academics and politi-
the national to com-
petitive ﬂom:u by
responding to market forces.
However, it was pointed out
that market economy can
achteve lt-':h thmu:ﬂh
competition mar
fs not dominated I:hv pro-
ducers and ts arc near
1j0rmal. It was also argued that
¢ ompetitiveness is a phe-
n dmenon of economies
all parties involved abide by
the: ‘rules of the game’.
The refore, acknowledging the
sock Y-€conomic conditions of
Bang ladesh it was opinec that
it is 1Yighly desirable that the
ment should play an el-
ﬂﬂw and enlightened guid-
ing role in the economy.

It was opined that the eco-
nomic role of the govern ment
needs to be reviewed par ticu-
larly in terms of the st of
public investment, rationsiliza-
tion ol noin-development pub-
lic expenditure, allocations to
real econoniic sectors and ex-
panding targeted safety net:s.

Implications of these fssiues
were considered and deba ted
in the context of the ongo:ing
reforrn measures, that is, t he
structural adjustment piro-
grammes (SAP).

The Reform Package

Bangladesh has been eix-
for nearly a decade to
Structural Adjustment Prog-
rammes (SAP) as conceived b
the WB and the IMF whic
includes expanding the role of
private enterprises, reducing
subsidies on inputs, measures
for adjusting exchange rates,
reducing inflationary pre-
ssures massive mone-
tary reforms and so on. It was
strongly felt by the Conference
that this reform kage has
not been des with proper
input from the Bangladesh
side, rather has been thrust
upon the nation. It seems that
government is also going along
wiith such a reform programme
in order to attract foreign aid.
The SAP emphasizes insti-
tuh'onal changes as the substi-
tuthon of the public sector by
grealler economic activity by
the private sector, the greater
relfance on market forces to
guide production and allocative
decisions and altempt to ex-
pose tl»e economy to ter
opennes's in the way of import

" HEN as bishop, |
Wm attacked and
called anjo do mau
([demon] and other things, |

felt a painful incomprehension. '

But, at the same time, |
thought of how much more
painful it must be for all the
poor misunderstood people
who do not recefve as many
signs of solidarity as I did. |
hope that these our brothers,
lack neither solidarity, nor
justice, nor evangelical char-
ity", said Affonso F Gregory,
President of Caritas Inter-
nationalis and Bishop of
Imperatirz, Brazil in a letter
addressed to all its affillated
organisations.

Born on February 6, 1930
,and educated from Greogoriah
University, Rome in Theology
and in Social Science from the
University of Louvian, Belgium,
Bishop Greogory recently vis-
ji‘ed Caritas sh. The
Duaily Star's representative had
a talk with him at Caritas
Ban'gladesh headquarters. The

méintained for avoiding
sonal price fluctuations

lberalization and export pro-
motion. However, many argued
that there is no such empiri-
cal evidence in Bangladesh
that confirms the supposedly
higher efficiency of these re-
forms towards a market econ-
omy. Moreover, there is no
single instance in the history
where pursuing across the
broad tion has led to
industrialization in a country.
Rather the consensus was |

(a)] adjustment policies
should be integrated with
overall policies for develop-
ment,

bl SAP must take account
of contextual factors like his-
torical background and other
factors that are unique lo our
country.

{c) The SAP has failed to
accommodate interesis of the
vulnerable groups. The unor-
ganired and r scctions of
the labour force [as well as

A Star Report

vestment finance needs are
modest and technology as-

similation is easy. The garment
seclor had been forwarded as
an example. concern was
expressed for the reluctance of
foreign investors despite the
facilities given to them by the
government of Ba and
the availability of cheap labour.

It was unanimously agreed
upon that they shy away from
investing because of the dete-
riorating law and order condi-
tions and the political instabil-
hz(.] Therefore, the government
should not only pursue liberal
policies but should also have
firm political commitment to
improve the non-economic
variables as well.

The present entrepreneurs
are first generation entre-
preneurs with little experi-
ence. Extensive training pro-
gramimes cnsure better per-
formance,
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improved infrastructural ser-
vices and above all ensure en-
forcement of a set of proper
rules and lations so that
both accumu and wage
become contingent upon en-
trepreneurtal performance

labour productivity. In ma-
nipulating the exchange rate,
besides proper assumptions
regarding the elasticity condi-
tions government should tune
its expenditure pattern which
eflects the exchange rate. The

exchange rate policy must be a
part of and consistent with
the package so
that the final objective 1s
achieved.

The service sector has
contributions in terms of -
ages with other sectors. But at
the same time it is character-
ized by low skills and lack of
linkages with the Itural
and manufacturing processing

The Tenth Biennial Conference of Bangladesh Economic Association (BEA) was
held in Dhaka from 8th to 10th May, 1993. The main theme of the conference was
‘Market Economy and Economic Development.” The Honorable Prime Minister of
the Government of the People's Republic of Bangladesh Begum Khaleda Zia
inaugurated the Conference as Chief Guest. The Finance Minister Mr M Saifur
Rahman attended the Inaugural Session as Special Guest.

A total of 36 papers along with 6 Memorial Lectures were presented during the six
academic sessions of the Conference. The wrap-up session was devoted to a panel
discussion where the major economic issues, as captured by the participants, were
reviewed. The Conference was attended by a large body of experts, economists and
development practitioners involved in teaching, research and policy making.
Representatives of different international agencies also participated in the

fall victim o the current re-
form measure.

It was considered by the
Conference that there is a
need to evolye an alternative
reform package which is based
on felt-need, driven by local
resource mobilization and

guided by national expertise.
Sectoral Issues

The Conference felt that
agricultural surplus should be
the primary source of funds for
industrialization. The internal
rates of return could be raised
by greater adoption of modern
varieties of seeds and other
agrotechnologies which re-
quires higher investments in
land. Therefore, it was sug-

gested that both large and
swmall farmers should have

¢'qual access to credit markets

on easy terms. Mecasures to de-

viclop village based agro-indus-
tries should be geared up in

order to withdraw surplus

labour from land and increase
productivity.

Buffer stocks needs to be
“a-
and
provid proper price incen-
tivis to farmers.

Private entrepreneurship
has great promise {n areas

where markets are secure, in-

tries it has been suggested that
small scale industries with
greater backward and forward
linkages should be established
to ensure optimum utilization
of resources. Sparks of dy-
namism is coming from the in-
formal sectors. These micro
enterprises, for example,
those of Dholai Khal and the
like in both agricultural and
manufacturing sectors must be
capitalized and nurtured. The
privatization process should
emphasize deregulation, re-
form of tariff and taxes and
give incentives which could
encou new investments.
The public sector should be
free from political interfer-
ences. In order to ensure
competitiveness in the public
sector it should be free to en-

commercial autonomy and

exposed to the market
forces.

There should be a policy of
rewarding the better rm-
ers and punishing the non-
performers in order to
encourage entrepreneurship
in the public sector.

For stimulating export and
developing efficient import
substftuting industries gov-
emment can be advised to first
ensure financial discipline,
stable law and order situation,
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those in the public sector) may nste scale indus-  sector, nge to

policy makers regarding im-
proving the service sector and
making it competitive s to

provide proper incentives.
Policies for
Mainstreaming the
Disadvantaged Groups

The following recommen-
dations were made for main-
streaming the disadvantaged
groups in the development
process. It was emphasized
that, in the backdrop of the
need to reexamine the theory
of liberalization, it is neces
to develop a workable model to
programme the outcomes of
the reform policies on vulner-
able sections of the society,
generale macroeconomic evi-
dence to feed the model which
can integrate socio-political as
well as administrative vnriahtu
into analysis. A poliey bf
growth with distribution' has
to be followed to ensure egali-
tarian distribution of wealth
that is generated through vari-
ous development measures and
growth processes.

Special poverty alleviation
programmes for the extreme
poor, improved targeted pro-
grammes for the moderately
poor should continue to get
priorities from policy makers.
As a short run measure, tar-

geted salfety net programmes
need to be strengthened and
expanded. The public food-
distribution system, food
work, vulnerable group de-
velopment, Palli rationing
channel and marketing opera-

tions directly targeting the ru-
ral poor vuinerable groups
need to be fine-tuned.

However, at a different plane,
the final answer to income and
employment in dynamization
of the productive sectors of
the economy is through en-
hancement of internal rates of
return. The need to give
greater attention to human re-
source development in order
to secure sustainable develop-
ment was taken note of,
Allocation in social infrastruc-
ture building should be in-
creased to a considerable
amount. More poor sensitive
restructuring of public expen-
diture is in this re-

. Human development ef-

should aim at skill devel-
opment and the quality of so-
rial sector investment should
be geared to improve the qual-
ity of manpower.

Need for a Diglogue

The Conference reckoned
that it is necessary to translate
the general indications on re-
form measures into specific
propositions. The success of
these propositions lie in de-
talled research and in an ongo-
ing public dialogue involving
the government, political op-
positions, business community,
NGOs, professionals and more
importantly the producin
classes including farmers -.ng
labourers. As an alternative to
dictating agenda, it was main-
tained that, we should have an
effective and powerful set of
policy programme based on
extensive political support
emerging from general mass. A
programme evolved through
such a process Is expected to
ensure entitlement and em-
powerment of the productive
and efflicient classes working
in agriculture, industry or ser-
vice sector. It was observed
that these classes are Jeast im-
port dependent, they gener-
ate higher saving and under-
take greater investment, but
arc currently denied of effec-
tive purchasing power,

It was stressed that a con-
sensus on development issues
should be reached through a
participatory mode which will
allow meaningful accommoda-
tion of different approaches
and alternative means to
achieve the development goals.
There should be continuity,
transparency and consistency
in formulating and applying
any development package. The
Conference agreed that the
above remains to be the cur-
rent professional responsibil-
ity and academic challenge for
the economists, politicians and
for those who are concerned
with economic development of

Bangladesh.
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Bangladesh : Output and Employment Effects of
Macroeconomic Reforms in the 1980s

ET us take a look at the
implementation of so-

L me policy reforms, as

reflected in movements of
some key policy vartables.
There was a modest reduction
in the fiscal deficit from 9 per
cent of GDP in 1980/8] to an
annual of 7.3 per cent
of GDP during 1987/90. The
reduction in fiscal deficit was
achieved through a contraction
in Government expenditure
from 18.4 per cent of GDP in
1980/81 to an average of 16.6
per cent of GDP during 1987-
80. Government revenue as a
proportion of GDP actually de-
clined from 9.3 per cent in
1980/81 to 9.1 per cent in
1980/90. Fiscal restraint con-
tributed to a deceleration in
the h of broad money
su . The average annual rate
of Increase of broad money
declined from 25.9 per cent
during 1980/81-1984/85 to
16.2 per cent during 1985/86-
1989 /90.

The rate of increased of

by Prof M Ali Rashid

1988/80 was as low as 1.9 per
cent per annum. Real indus-
trial growth occurred at 4.9
per cent per annum in the
1980s. The average annual
growth rate of real manufactur-
ing output during this period
was 2.9 per cent. In contrast,
the average annual growth rate
of real industrial output was
5.8 per cent during the period
1975/76-1880/8B1. The high
growth rate of 8 per cent per
annum of the construction sec-
tor during the 1980s compen-
sated somewhat for the dismal
growth in agriculture and in-
dustry and pushed the overall
growth rate above that of agri-
culture and industry. Little
structural change had been
achieved in the economy dur-
ing the 1980s. The share of
manufacturing output in GDP
had stagnated at around 10 per
cent throughout the 1980s
Throughout the 1980s ex-
port growth in real terms has

" The foregoing

GDP ratio in the structural ad-
justment policy package.
Although real interest rates
have been raised, this fafled 1o
have any significant effect on
privaite savings.

The bulk of employment
gencration has occurred in the
informal sector; the share of
the informal sector in total
employment has increased
from B2 per cent in 1983/84
to 90 per cent in 1989/90,
The share of the formal sector
has correspondingly declined
from 18 per cent to about ]0O
per cent during the same pe-
riod. About 74 per cent of
those employed In the infor-
mal sector are classified as ei-
ther unpaid family workers' or
sclf-employed’. Changes in the
formal-informal sectoral dis-
tribution of employment may
be interpreted to mean that
growth of employment mea-
sured in man-hours may have
declined between 1983/84
and 1989/90, since the man-
hours lost through the con-

o n e
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employment
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negative during the period 1980/81-1986/87. There has however been significant

employment growth

in the private manufacturing sector in the 1980s. But the
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employment, and consequently the growth rate of employment in the formal
manufacturing sector as a whole declined in the 1

bank credit fell from 36.9 per
cent in 1980/8] to an

annual rate of 16.5 during
1981-89. The credit squeecze
has been dramatic for the pub-
lic sector, declining from an
average annual rate of growth
of over 485 per cent (n
1980/81 to an average annual
rate of less than 2 per cent be-
tween 1986/87 and 1989/90,
Nominal interest rates have
been managed in such a way
that the real interest rate on
short-term deposits rose
from— 4.5 per cent In
1980/81 to 2.6 per cent iIn
1988/90; during this period,
the long-term lending rate in-
creased from 1.5 per cent to
5.5 per cent. The Taka has
been devalued by 98 per cent
in nominal terms during the
decade of the 1980s. The ex-
tent of real devaluation has
however been very modest: in

appreciated in 1989/90.
When we consider
population growth of 2.1 per
cent per annum of this period,
we get an indication of the
poor growth that occurred in
real per capita income durin
the 1980s. In contrast, re
GDP fncreased at 7.1 per cent
per annum during 1972/73-
1974/75 and at 5.1 per cent

between 1974/75 and
1980/81.
Growth achieved in tho

productive sectors have been
even more disheartening.
Thus, the average annual
growth rate of real agricultural
output between 1980/81 and

. the real exchange rate

o LF.

occurred at 7 per cent per an

num. Export growth has boecn
accompanicd export diver-

sification; there has been an
increase in the share of
manufactured exports in total
exports (77 per cent in
1989 /90) and a decline in the
share of primary exports (23
per cent in 1989/90). It (s
important to note that the
high growth rate of
manufactured exports has becn
dominated by the phenomenal
growth of readymade gar-
ments. The readymade garm-
ents industry has however
fatled to play the role of the
leading scctor in industrial de-
velopment due to the limited
backward linkage generated by
it.

The decline in growth of
GDP in the 1980s has been
caused by a fail in the (gross)
investment rate (rom 15.9 per
cent of GDP in 1980/81 to 11
per cent in 1988/90. Both pri-
vate and public investment
rates have declined. The fall in
public investment has been as-
socialed with the contractjon
of the fiscal deficit, the latter
being achieved primarily by
cutting down public develop-
ment expenditures. The do-
mestic savings rate has on av-
erage been 1.9 per cent during
the 1980s, which is one of the
lowest savings rates in the
world. The tax revenue — GDP
ratio has stagnated at around
7.5 per cent during this pe-
riod. It 4s interesting to note
that sufficient attention has
not been paid to raise the tax-

traction of full time paid em-
ployment in the formal sector
could have more than offset

the increase in man-hour of
employment Iin the informal

sector in the form of increases
in the number of mostly un-
der-employed ‘unpaid family
workers' and 'sell-employed’.
The foregoing analysis
seems to indicate a decelera-
tion in t growth in
the 1980s. Growth in public
sector manufacturing declined
sharply and was in fact nega-
tive during the period
1980/81-1986/87. There has
however been significant em-
ployment growth in the private
manufacturing sector in the
1980s. But the decline in pub-
lic sector employment more
than offset the increase in pri-
vate sector employment, and

consequently the growth rate
of employment in the formal

manufacturing sector as a
whole declined in the 1980s.
This has been accompanied by
a declining trend in the
growth rate of employment in
the informal manufacturing
sector. The net result has been
a slight fall in the growth rate
of total employment in the
country during the period
1981/82-1985/86. It is haz-
ardous to pass any judgement
regarding the growth rate of
total employment during
198B6/87-1989/90 in view of
the fact that the coverage of
the Labour Force Survey during
this period has been consider-
ably increased compared to

previous years.,

demn but also through our
power, of Caritas we should try
to help these people to de-

velop their land which the
land owners have occupied.
And this open position of mine
gave a very wrong impression
and the land-owners and they
have staged demonstrations
against me.

. DS : Now let us take NGO
affairs. There was allegation
*against NGOs that the people
of NGOs with their expatriate
specialists made some visits to

The popularity of Non Government Organisations
(NGQO)s) stems from the lack of success of
goverament to respond to the needs of the rural
poor. E'ven a casual look at the literature suggests
that NG\Os are asserting themselves as development
alternat ive. The general praise for NGOs in
Banglade'sh has, however, not been based on
analytical frameworks or detailed empirical

evidence.

10,000 hectar.©s.
Surely this is something wroing

and the people did know that A

Bishop cannot do anything like
invasion and occupation of

lands. When the first occupa-
tion took place, as the bishop |
could not sit idle. The people
whose lands were occupied
were the poor people.
Secondly, the land must not be
occupied without consent of
people.
As a Bishop not only | con-

rural areas. During such uvisits

specialists do not get opportu-

nity to meet real poor people.
They talk to men rather than

women. They do not hear peo-
ple talk about poverty because
of politeness. They speak more

than they listen. What is your
comment? :

Gregory : That is | think a
very important question.
Working in the social areas as |
have done during the past
thirty years in Brazil, it is so
important to go deeper and to
¢ reate a situation so that peo-
pl could speak [reely.

Theo retically you can have very
good abstract plans. But that is
not tht question. The gues-
tion is }ow to ensure partici-

n — the involvement of

the people iIn the programme.

That is from the experiences
you gain when you work in the
social area. The technicians
must help the people with
their knowledge so that people
in this movement can organize
themselves and resolve their
own problems.

DS : Let us have an example
of Bangladesh. Caritas has been
active in Muksedpur thana for
over a decade and has in-
vested, in addition to relief
and credit, Tk 3500 per group

Interviewed by Rashed Mahmud Titumir

in administrative cost. Yet in
spite of this, it is learnt that
less than 5 per cent of the tar-
get group members have been
mobilised. Now what do you
say?

Gregory : About this con-
crete project, | do not have
detailed inlormation.

DS : Caritas takes pride in
the target group mobilizations
Jor creating group solidarity.

According to a study, about
three-fourths have joined them
expecting direct economic
benefits. But in the Caritas
document it is claimed that
the poor persons should not
simply be recipients of the
Caritas charity and services but
they should become the pro-
tagonists in their own devel-
opment. The reality, however,

suggests the contrary .

The Experts must Learn ﬁ'om People

Gregory : My comment is
that the economic aspect in

social work with poor people
surely is important. It depends
how you will manage this eco-
nomic aspect. The idea is that
the people are waiting and at
the other side the Caritas
should be the donor. That is
not the philosophy of Caritas.
The philosophy of Caritas is to
put the people not in the eco-
nomic aspect but to help them
to become human beings.

Where are the Hungry Likely to be Found?

LL over half the undernourished people in the world
live in the Asian region, but though Africa has a

smaller ﬁo
hunger is muc

ulation, the proportion of its pop
igher. Moreover, in particular drought-

ulation in

ridden and war-torn areas of Africa, the proportion of serfous
undernutrition is often the highest in the world.

A vast majority of the world's poor and hun

live in rural

areas: an estimated 60% of the undernourished in Latin
America, 70% ol those in the Near East and 80-90% of those
in Asta and Africa, according to the International Food Policy
Research Institute. These rural poor tend to be the families of
landless wage labourers, sharecroppers, tenant farmers,

herdsmen and fishermen.

Re distribution of hunge _—
Region Percent of the world's
"Asia and the Pacific T 57
Alrica 27
Latin America and the Caribbean 11

JOTAL _

Source . Food am:-i_ Agriculture Organization of the United

Nations.

It may seem paradoxical that a high proportion of those
who live in the countryside and grow food are undernour-

ished. But this is where most of the
Moreover, rural areas are usually

can be found,
the hardest to reach with

emergency food and other supblies.

In many rural areas, undernutrition s especially common
in the period just before harvest. This {s the time when the
food stocks of a family or farm community are often exhausted
and when the work demands for harvesting a new crop are

the highest. Since the amount of work peo

ple are capable of

depcnds on their calorie intake, the diet of many peasants is
simply not adequate to provide the energy needed for a full
day's work in the fields. Rural women, who are active in food

production as well as in taking

care of their families, are even

more likely to suffer from undernutrition.

As a result of problems ltke these, the numbers of rural
people migrating to crowded shanty

towns and slums adfoin-

ing large cities throughout the Third World are swelling
faster than ever before. These areas are characterized by

poverty, unhealthy living conditions, high unempl
often, social upheaval. Since at least two-thirds of the
tion Increases in developing countries are taking
towns and cities, this volatile situation is like

t and,
pula-
¢ in

o continue.,
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Poor water and sanitary facilities in this shanty town in

Bangladesh compound the health risks related to hunger.

DS : But that is happening

Gregory : That is wrong. We
have come to see what we can
do. Also we have our ideas, val-
ues. We can do something. It is
important to do what we can
and money is afterwards. It
comes as a complement to
what they are doing.

DS : In most cases, what we
have seen, the NGO workers in
their group meetings, are act-
ing like teachers and the
members are behaving like
student. Don’t you agree?

Gregory : In my sense, that

tion in daily social life. these
responses are tantamount o a
new catechism — may be new,
but catechism nevertheless.
Isn’t it?

Gregory : | agree with what
is said in the question. You
must be very near the people
and nothing aside. For social
work it is very important.
Otherwise you are only saying
things from outside. And that
is assumed catechism. But
there must be a dialogue, a
long contact and research to-

gether.

DS : In Bangladesh it is
thought that NGOs tend to de-
liberately oppose united na-

movement on such gues-
tions as access o Khash lands
or debt settlement boards to
curb financial pressures on
poor peasants from repayment
of high interest and credit on
Jormal and informal loans.
What is your comment?

Gregory : | think the na-
tional popular movements are
very important. The change for
a better world comes through

Caritas is an international Christian group
emphasising both relief and socio-economic
development with broad geographical coverage at
home and abroad. Therefore, The Daily Star intends
to talk to the visiting International President of
Caritas to know about the NGO model in terms of its

stated goals and objectives.

is very bad. Because | think in
the dialogue the technician

and the experts must learn
from the people and the peo-
ple from the experts. The ex-

rts do not have enough

wledge about the culture
in which the people put prior-
ity. We cannot fix the priority
from outside. Only the people
can make priority. All these
things the NGO workers can
learn only by having dialogues
with the people.

DS : One typical NGO com:
mend is: "The rich exploit”,
poor must unite, “unity s
strength”, "Women are equal to
men” etc. But these are merely
responses learnt by repetition
without analysis or structural
discussions of their validity.
These responses are often
held to indicate NGOs’ success
in popular tion. But

without spectific proafs of ac-

these movements. Without na-
tional movements it is not
possible to change society —
one that is just and healthy.

DS : But it is that
NGO people, who are working
at the field level have lack of
interests in these movements.

Gregory: | do not know the
situation here. But in my land
the NGOs have their own pro-
jects but they are also present
in popular movements.

DS : What is your comment
an the statement — "The rich
are rich because God made
them so"?

Gregory : That is not true.
The rich dre rich because they
have taken too much from the
others. That is the reason. In
Christian conception, God has
given a bountiful world for ev-
erybody. Wealth is for everybody,
not for somcbody.

DS : Thank you for sharing
with us your views.



