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FOCUS

ANGLADESH has been
an active participant in
the currently ruling par-
adigm of economic manage-
ment that places integration of
the world economy at the centre
stage. The basic tenets of the
paradigm are globalization,
privatization and deregulation,
which are intricately entwined.
Globalization is the driving
force behind the economic
change now taking place around
the world. Privatization and
deregulation are essential
concomitants. The key to the
process is that a country must
dismantle barriers to internat-
ional trade and facilitate and
promote competition within its
economy and without. In such a
competitive regime, the private
sector has the crucial role; and
for the {)rlvatq sector to perform
that role effectively, an essen-
tial prerequisite is deregulation
to improve supply responses.
None of these concepts and
practices is new. The new ele-
ments that make the paradigm
unique in a historical perspec-
tive are: its scope and the pas-
sion that it engenders, in the
wake of the collapse of Com-
munism, ifs pattern arising out
of the need to dismantle plan-
ning regimes, state-owned en-
terprises, and trade regulations
and controls; and its pace facil-
itated by the unprecedented
communications revolution.
Countries around the world
have been responding, in vary-
ing degrees, to the requirements
of the ruling paradigm outlined
above. The purpose of this paper
is not, however, to review what
has, in consequence, been hap-

pening globally or indeed even
inB adesh regarding all the
different aspects. The purpose is

rather limited, which is to re-
view privatization in
Bangladesh, being pursued as
part of the reform process.

From Nationalization to
Privatization: Historical

The War of Liberation left a
devastated economy and a shat-
tered population. The first pri-
ority of the new government
was, therefore, to help the peo-
ple find their feet again and to

t the economy moving. A par-
ticular problem faced in eco-
nomic management was posed
by the large number of aban-
doned businesses and industrial

enterprises. The government

quickly decided to take over the
abandoned enterprises for
management. This was lol-

lowed by the nationalization of
jute, textile and sugar indus-
iries. banks and financial in-
stitutions. It may be noted that
there was a si ant degree of
public ownership and e-
ment in these sectors belore
Liberation. In addition, the
railway, road transport under
Bangladesh Road Transport
Corporation (BRTC), Biman
Bangladesh Airlines, electric-
ity, and urban water supply re-
mained under public owner-
ship, as before. So was the dis-
tribution of imported agricul-
tural inputs such as fertilizer,
irrigation equipment and im-
roved seeds. On the other
and, agriculture and micro
and petty businesses and trad-
ing remained, as before, in the

private sector.
A reversal of the policy of

nnunnalggd economic man-
agement began as early as mid-

‘74, with ceilings on private in-
vestment in the industrial en-
terprises raised somewhat, con-
trol on foreign trade and for-
eign investment relaxed to an
extent, and many of the aban-
doned businesses disinvested to
the private sector.

The process of allowing the
private sector to expand con-
tinued ever since. A strength-
ened government commitment
to the process was made when
the structural adjustment pro-
Frammc was launched in the
ate '80s. In December 1993, the
then government, which had
already expressed an intent to
implement the avowed policy
more vigorously, replaced the
Disinvestment Board, estab-
lished in 1975, by the Privatiza-
tion Board. The latter was sup-
Foscd to make a fresh start and
ollow a fast track, breaking out
of the inertia into which the
former had fallen. But the pro-
nounced commitment and the
creation of this new organiza-
tion notwithstanding, the pace
of privatization has not so far
picked up. Very recently, a pri-
vatization policy has been
adopted and some actions initi-
?te . which will be discussed
ater.

Privatization vs SOEs

The ments in favour of
rivatization are well re-
earsed and there is no need to

go into them in detail here, al-
though it should be useful to

Privatization in Bangladesh

by Qazi Kholiquzzaman Ahmad

It is crucially important that the needs and priorities

enumerate the important ones.
One argument is that privatiza-
tion has a positive fiscal impact
— subsidies will no longer have
to be gaid to loss-making SOEs,
and the national exchequer will
benefit from the sale proceeds
of the SOEs. Another argument
is that efficiency improves un-
der private ownership. A third

- argument is that privatization

atltracis greater investment,
both domestic and foreign, as
well as new and improved tech-
nologies and management
techniques. The overall impact,
it is argued, would be an accel-
eration of growth. |

But these arguments in
favour of Iinrivatizatinn are not
conclusively supported by the
post-privatization experience
in Bangladesh. On the question
of efficiency, it is general}y
agreed that there are no signifi-
cant differences in performance
between SOEs and privatized
enterprises. This is true in the
case of both jute and textile
mills. Also. privatized banks
have failed to improve service,
efficiency and productivity.
Privatization has also gener-
ally failed to attract invest-
ments and new and improved
technologies.

It is argued that uncertain
investment climate, govern-
ment's failure to restrain
labour unrest and the private
sector managerial style are, in
the main, responsible for the
failure of the privatized enter-
prises to improve performance
and make expected contribu-
tions to economic growth. On
the other hand, it is contended
that there is a lack of commit-
ment and honesty among the
ranks of the private sector op-
erators. A survey conducted by
the Board of Investment showed
that, as of 1 July 1992, 29 per
cent of the disinvested units
could not be traced and another
27 per cent were closed. Only 44
per cent were in production. The
Bangladesh private sector is
also bedeviled by loan default-
ing on a wide scale, involving
huge sums of money. The recent

of the people at large are built into the overall reform
process. Thus, due emphasis needs to be given to agriculture and small and medium enterprises,
which are all already in the private sector.

share market scam is a further
blow to the sector's image. The
enquiry committee set up to in-
vestigate the matter identified a
number of front ranking indus-
trialists and businessmen as
being responsible for the scam.
On the other hand, SOEs also
suffer from wide ranging prob-
lems, adversely affecting their
performance. The losses in-
curred by SOEs are a drain on
the national exchequer; and the
inadequate performance of
service and utility SOEs gets
transmitted to all the economic
activities that are dependent on
those services and utilities. In-

deed, the SOEs were conceived
to function on commercial

lines. But the necessary envi-
ronment has never been created
for them to function as such.
The SOEs have been suffering
from bureaucratic management
and a lack of autonomy on the
one hand, and by over-staffing
and low labour productivity, on
the other. They are also often
beset by corrupt practices in
purchase and sale operations as
well as in the use of facilities
and distribution of benefits.
Side by side with the need for
privatization, it has been rec-
ognized that there must be ap-
propriate SOE reforms to en-

able the remaining SOEs to

function on commercial lines
(autonomy,. flexibility, im-

proved management, shedding
of excess labour etc., being the

key reform directions). But pre-
cious little has been done in

this regard. The conditions and

style of management that the

E-(gEs still face are virtually the
same as they always have in the
past.

The Way Forward

It has been noted above that
both public and private sectors
have important limitations.
But they have important roles
also. A healthy environment
for successful corporate private
sector development can be gen-
erated only by assigning those
roles to government or private
sector that it is best placed and
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'Sub-regional grouping reflects
Indian design of expansionism'

By Staff Correspondent

Speakers at a seminar in the
dtl yesterday observed that the
sub-regional grouping reflected
the Indian of expansion-
ism, which. according to them,
could be neutrali only by
strengthening the SAARC.

The seminar on The spirit of
SAARC and the sub-regional

ouping'. organised by Shato

agorik Committee was held at
the auditorium of the Jatiya
Press Club.

Prof Emajuddin Ahmed,

[Igil:]k:ru vice chancellor of
niversity presided over
the seminar in which Mobaidur
Rahtgldn& ;-Tjuurnaliut. pre-
sen -note paper.
the discussants were
Prof Ahmed, a teacher of
Political Science, Dhaka Uni-
versity, Reazuddin Ahmed,
president, Jatiya Press Club, Dr
Abdur Rab, a teacher of Geogra-
phy. Dhaka University, and
Abu Hena, MP.
“The sub-regional grou

is a ploy to te the :trntx
importance Rnﬁde-h.'
served Mobaid in key-note
paper.

"The transit facilities from

I::Hnmh-:lnt:rn states.” he
"There are about 4 58.600
soldiers for 3.15.48.000
of the seven sister states in
2.54.000 sq km area,” he said
sSOme about ‘the
reedom movement' in the
north-eastern region of India.
Comparing the movement in
the seven sister states of India

with that of Bangladesh.
Mobaid said. "There were
93.000 soldiers 7 crore

50 lakh

during the Liberation War in

1971.7

According to Prof Emajud-
din Ahmed, the concept of sub-
regional frnupin emanated
from the Indian design of ex-
pansionism which is also op-

posed by the people of the con-
cerned areas.

Prof Aftab Ahmed demanded
a public debate on important
national issues like sub-re-
gional grouping. growth guad-
rangle, etc. According to him
the legislators were not only
conc the truth from the

ple but were also distorting
acts on various Im t is-
sues, those relating
to our immediate neighbours.

Envoys of Russia,
Brunei-Darussalam

call on FM

The Ambassador of Russian
Federation to adesh, Eu-
geniy Ivanov, a courtesy
callon F Minister Abdus
Samad Azad at the latter's office
yesterday, UNB.

They exchanged views on
bilateral matters of mutual in-
terest incl enhancement
of Russian investment in
Bangladesh, particularly in

sector. r General
of Foreign Ministry Nazmullah
Chowdhury was present

Later. the newly a nted
High Commissioner runei-
Darussalam to ladesh,
Pengiran Setia Raja Pengiran
l;ja;l Jaya Bin Penjiran Hajl Ra-
] .

lating

discussion on matters re-
to mutual interest.

Director General of Foreign
ue

was Etﬂ:nt there. said a PI1D

Ministry Mohammad Farooq
L
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equipped to perform efficiently
— and not by an either or ap-
proach. The government will
not run the industry, nor will
the private sector dictates shape
government policies and ac-
tions. What is needed is a true
partnership between the gov-
ernment and the private sector
on the basis of their pre-emi-
nent respective roles.

In fostering this partner-
ship, a pragmatic approach
based on the prevailing realities
in the country needs to be
adopted, as opposed to a dogma,
— be it state-centred or market-
centred. Generally, production
and distribution should be the
responsibility of the private
sector. However, if the prevail-
ing situation demands, the lglmr-
ernment may intervene to help
direct resources 16 certain po-
tential industries, or promote
sales of certain products in cer-
tain international markets us-
ing economic diplomacy. But,
the state will, as a rule, be facil-
itating - and not corporate or
commanding. That is, the main
role of the government will be
to enact and implement laws

and rules and establish and run
relevant institutions to ensure
that the private sector players
play fair and square.

In fact, as the private sector
expands, this refereeing role of
the government will also in-
crease, Deregulation must not
therefore be carried to such an
extent as to create total reliance
on the private sector to the ex-
clusion of the government. In
fact, a healthy development of
the market economy depends
crucially on the government's
firm handling of any breaches
of laws and rules. In so far as it
has the responsibility to help
promote a healthy private sec-
tor. the government should act
and follow through, in a trans-
parent manner, to logical/legal
conclusions, any action that
may be required within legal
provisions; and should act at
the earliest possible stage of an
emerging problem to prevent it
from blowing up and makin
the situation more difficult an
complicated, In the past, even
major announcements such as
action to be taken against loan
defaulters were not made good.
Such posturing by the govern-
ment tarnishes its own image
on the one hand. and on the
other, not only lets the wrong-
doers off the hook but also en-
courages unscrupulous and ille-
gal acts. A praiseworthy action
in this context has been the
swift move by the governmient {
late March — early April)
against those identified by the
enaqui committee to be re-
sponsible for the recent share
market scam. Carried to logi-
cal/legal conclusion, it should
be a land-mark event in the
evolution of private sector in
Bangladesh. One hopes, appro-
priate action will also be taken
against loan defaulters. A gen-
uine partnership can be forged
in the national interest only
between a healthy private sec-
tor and a commitied and
forthright government. In this
regarcd, both the parties have re-
sponsibility 1o establish trans-
parency and accountability in
their own spheres,

Present Status of

Privatization

Although the Privatization
Board was created in 1993, it
has so far failed to achieve
much. In recent months, the
Board has become somewhat
more active, reflecting the in-
tent of the present government
to pursue a vigorous privatiza-
tion programme. A privatiza-
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* A seminar on 'Spirit of SAARC and sub-regional grouping' organised by Sato Nagorik
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Special train for
BMA parade

CHITTAGONG. June 9: A

special train will run between
Chittagong and Bhatiary on
June 11 for the convenience of
the guests invited at the Presi-
dent's Parade of Bangladesh
Military Academy. reports BSS.

The train will leave the Chit-
tagong Railway Station at 6 am
and Bhatiary Railway station
at 12 noon the same day, an
ISPR press release said here
yesterday

The invited guests will be
able to travel by the special
:ram on prevailing rates of
are

Centre for burn,
acid victims

By Staff Correspondent

A centre has been opened in
the city for the treatment of the
victims of burn injuries, acid
throwings, and other accidents.

The centire named as "'BAN-
POSAC's rehabilitation Centre
for Burn. Accident and Acid”
was opened at the Mohamma-
dia Super Market at Sobhan-
bagh and already 45 victims of
burns were treated there. said a
press release.

Construction work of
Dhopaghata bridge
inaugurated

RAJSHAHI, June 9: Depuly
Minister for Primary and Mass
Education Zinatun Nesa Taluk-
der inaugurated the construc-
tion works of a bridge and a
road in the district yesterday,
reports UUNB.

Local Government Engi-
neering Department is imple-
menting the project of 90-meter
Dhopaghata Bridge in Mohan-

ur thana at a cost of Tk 62
akh and Dhadas-Mahendra
road involving Tk 13 lakh.

tion policy was adopted in
September 1996. The status of
the Board has been upgraded,
with its chairman given a State
Minister's rank and status. An
private sector individual has
been appointed to that post.

This break with the tradition of
appointing members of the bu-

reaucracy to this post is re-
I'reshin% in that the responsi-

bility of presiding over privati-
zation falls on one who belongs
to that sector rather than on a

bureaucrat who is often seen as
the embodiment of control and
procrastination, and should

- also be helpful towards building

a true pmmemhjﬂ between the
gnvemment and the private sec-
or.

The privatization policy
statement has outlined the in-
stitutional framework, method
of privatization, preparation of
SOEs for privatization, guide-
lines for valuation of SOEs,
tendering procedure for sale as
well as for analyzing the ten-
ders received, procedure of re-
ceiving payments, procedure of
making payments, and public
offering of shares. This cer-
tainly provides a basis for
transparency in the sale of
SOEs. Aspects of the policy can
be modified, if the evolving sit-
uation so demands.

In one respect, the policy
statement does not appear to
have gone far enough. In the in-
stitutional arrangement, it has
been proposed that “ministries
having SOEs under their con-
trol will set up Privatization
Cells for assisting the Privati-
zation Board in identifying,
preparing, processing, imple-
menting and monitoring SOEs
for privatization'. Nothing is
mentioned about sector corpo-
rations, which are now respon-
sible for managing SOEs. Obvi-

ously, sector corporations have
over the years developed certain
interests which will be ad-
versely affected by privatiza-
tion. At the same time, sector
corporations can be helpful in
the process, if required under
clear-cut guidelines. Once all
SOEs are privatized, there will
be no need for sector corpora-
tions. It should, therefore, be
helpful to the process of priva-
tization if a decision is taken
now as to when the sector cor-
porations will be abolished and
privatization completed. Of
course, it will need to be clearly
set out as to how will the em-
ployees of these corporations be
relocated /demobilized, with
appropriate benefits. Other-
wise, the uncertainty that they
face now is debilitating for
their morale and can have ad-
verse implications for the pri-
vatization process. If by the ap-
pointed date, certain SOEs still
remain unsold for good rea-
sons, they can be put under the
responsibility of the Privatiza-
tion Board.

According to data collected
from the Privatization Board, a
total of 108 SOEs belonging to
various sectors were identified
for disinvestment during
1996 /77-1997 /98: out of these,
64 units are to be disinvested in
1996 /97. Tender notices have
been issued for certain units.
But the progress has been lim-
ited, and the target for 1996/97
cannot obviously be achieved.
Given the commitment of the
government to privatization as
a part of economic reforms,
more serious efforts need to be
mounted to accelerate the pro-
cess appropriately. May be.
with the re-nrﬁanized Board,
now in place, things will move

faster and more consistently
with the commitment of the
government,

But, once dates are fixed, all
efforts must be made to com-
plete the process by those dates.
Also, in the process of sellin
SOEs, it will have to be ensure
that genuine buyers are found.
appropriate prices are deter-
mined, and moneys are received
according to contract. At the
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BIBA demands
road link with
Makkah, Madina

Bangladesh Islami Biplobi
Andolan (BIBA) has demanded
lo establish road-link with
Makkah and Madina so that
the country's poor Muslims can
perform Hajj and Omrah at low
cost, reports UNB.

The demand came from a
press conference in the city
yesterday.

BIBA secretary general Hafez
Moulana Ziaul Hasan read out a
written statement at the press
conference.

He also announced a series
of programmes, including ral-
lies throughout the country, to
mobilise public opinion in
favour its demand.

Terming the Jamaat-Shibir
axis as the permanent foe of
Bengali nation, he criticised the
heinous role of Jamaat during
the liberation war.

Repeal of all
black laws

demanded

By Staff Correspondent

Bangladesh Hindu Bouddha
Christian Oikya Parishad held
a ralli,' in the cit{r yesterday de-
manding repeal of all black
laws including 5th and 8th
amendments to the Constitu-
tion and Enemy (vested) Prop-

erty Act.
The rally was organised at
the Jatiya Press Club premises

in observance of the anniver-
sary of demonstration staged
back in 1988 protesting the
passing of 8th Amendment to
the Constitution.

Presided over by Advocate
Siril Sikder, the rally was also
addressed by Nirmal Dey,
Prashanta Bhushan Barua and
Nirmal Kumar Chatterji.

Wazed, Mominul
elected President,
Secy of BPS

Physicists of different uni-
versities, educational institu-
tions and research organisa-
tions attending the recently
held bi-annual conference of
the Bangladesh Physical Soci-
ety at the Bangladesh Univer-
sily of Engineering & Technol-
ogy (BUET) have elected the new
office bearers of the society for
the year 1997 and 1998, said a
press release yesterday.

Dr M A Wazed Miah, Mem-
ber, Physical Sciences, Bangla-
desh Atomic Energy Commi-
ssion and Dr Mominul Hug,
Professor of Physics, BUET are
elected as President and
Secretary of the organisation
respectively. The election was
conducted by Professor Gias
uddin Ahmad of BUET.

Hospital authorities
asked to render
service on
weekly holiday

Health and Family Wellare
Minister Salahuddin Yusuf in-
structed hospital authorities to
ensure admission of patients,
treatment and necessary opera-
tion on the weekly holiday,
Friday and Saturday, reports
UNB.

“The government expects the
physicians, nurses and em-
ployees to devote themselves to
work so that 80 per cent people
get minimum healthcare ser-
vices as the present government
has taken effective and prag-
matic measures for their pro-
motion, appointment, and job
regularisation and adjustment.”
he said.

same time, proper environment
for a healthy private sector
should be established forging a
genuine government-private
sector parinership and ensur-
ing that laws and rules are ob-

served by all concerned. Other-
wise, the expected benefit from
privatization will remain as
elusive as ever, leaving privati-
zation subject to question.

Increased Investment

Indeed, only when the pri-
vate sector develops within the
framework of a genuine gov-
ernment-private sector part-
nershig, as outlined earlier,
will it be attractive enough for
increased domestic and forei
investment. However, for the
investment, particularly for-
eign direct investment, to accel-
erate. there are also other con-
ditions to fulfil, which would
include: existence of opportuni-
ties, which are sought to be de-
termined with reference to costs
and returns; macro-economic
stability, particularly con-
trolled inflation and realistic
interest and exchange rates;
good labour relations: well or-

ganized financial market;
availability of infrastructural
facilities;, conducive legal

framework, and socio-political
stability. Since most industrial
investments are irreversible
and cannot be disposed of, as
desired, without loss, or at all,
an investor, particularly a for-
eign investor, would like to
evaluate the socio-political en-
vironment to determine if a
particular investment is rea-
sonably safe and the enterprise
set up can be run without unde-
sirable interferences.

A conducive socio-political
environment can be ensured
only by a properly functioning
democracy, prerequisites of
which include the establish-
ment of rule of law, trans-
parency in the decisinn—makjn%
process, accountability at al
levels of government, and peo-
ple’'s participation in the gover-
nance process which requires
the established of democratic
local government. As countries
around the world march for-
ward taking in their stride new
knowledge and technologies, we
must not remain behind. But we
shall, unless we can, as a na-
tion. put our political act to-
gether. It is the historical re-
sponsibility of our political
leaders at this juncture of the
world economic evolution to es-
tablish a socio-political envi-
ronment that is conducive for

increased investment and
growth.
Concluding Remarks

In concluding, it may be ob-
served that privatization of
SOEs, by itselt]? is not going to
put the economy on an acceler-
ated growth path on an envi-
ronmentally and ‘soéially sus-
tainable basis. Mareover, the
SOEs account for ordy 6 per certt
or less of the GDP. It is crucially
important that the needs and
priorities of the people at large
are built into the overall reform
process. Thus, due emphasis
needs to be given to agriculture
and small and medium enter-
prises, which are all already in
the private sector. Poverty alle-
viation and sustainable produc-
tive employment generation
should remain overarching pol-
icy goals. Education, trainin
and technology policies an
programimes should be so
geared as to support a process of
sustained growth in various
sectors (agriculture, industry,
services) and at various scales
of operation.

The writer is Chairman,
Bangladesh Unnayan Parishad
(BUFP), Dhaka.

This is a Ts:_faeciaﬂy prepared
version for The Daily Star of
the paper presented at the sem-
inar on 'Promotion of Foreign
Direct Investment sponsored
by the Board of Investment. and

. ESCAP, Dhaka, 5-7 April 1997

Govt to give
Nat’l Cooperative
Award every yr

The government will give
National Cooperative Award
every year to 15 best coopera-
tive societies and 15 best coop-
erators ol the country, reports
UNB.

Each of the societies will get
a pold medal weighing 12 gram
and a certificate while every
best cooperator get a gold medal
weighing 12 gram and prize
bonds worth Tk 2000 along
with a citation.

An official announcement
said the National Cooperative
Award Giving Committee took
the decision in a meeting yes-
terday. LGRD and Cooperatives
Minister Zillur Rahman
presided.

The award aims at encourag-
ing and involving the coopera-
tive societies and cooperators
in socio-economic activities in

a greater dimension.

JU training course
in GIS

The Department of Geogra-
phy, Jahangimagar University,
is inviting applications for
admission into a four week long
training course in Geu%ra‘s:hy
Information Systems (GIS) dur-
ing this summer, GIS is an
emerging branch of computer
applications and information
technology which provides
great future prospects for those,
who intend to build career or
are already working in envi-
ronment, planning and devel-
opment related fields. says a
press release.

This course will start on
July 1, 1997. University gradu-
ales having compuler literacy
are eligible to apply for the
course.



