s — ——

-

FOCUS

The _ﬂ‘li!n Stir 5

GRIBUSINESS refers to
all commercial activities

n agriculture aimed at
making profit by adding
to inputs, infrastructure,
services and outputs of

agriculture. A part of the added

value Is accrued to the en-

terprises and entrepreneurs and
a part {s passed over to both

producers and consumers. It is
presumed that an activity re-
mains sustainable till it adds
value which is shared by mem-
bers of the society. A very wide
spectrum of processes and
products — inputs, services and
outputs of agriculture, can pro-
vide scope for agribusiness, Any
of them or a mix of them can
emerge as a business cnlegjprisc.
A single enterprise may diver-
sify its products as well as pro-
cesses, depending upon its com-
rative advantages in terms of
its financial, technical and
managerial resources,

Potential of Growth

and Development
Agribusiness has a sky-hi

potential for growth and devel-
opment. Farmers currently re-

ise only about one-fifth of the
production potential of the ex-
isting technologies. Recent sci-
entilic developments indicate
that expansion of the horizon
of production in terms of quan-
tify and quality knows no
bound. Production activities
can therefore be multiplied
many fold. Hardly 5 per cent of
whatever is produced at present
is processed and preserved.
Wasteful traditional means are
still being employed in trans-
portation of products. Storage
also remains unchanged. There
is no facility for storage of per-
ishables. Even grains get
spoiled in the traditional
stores. Packaging is also very
much traditional deteriorating
quality of products. Trading is
widely practised without much
improvement in terms of han-
dling, packaging and quality
control. Therefore, there is a
great potential to expand and
upgrade agribusiness in the
country.

Role of Agribusiness in
Modernizing

Agriculture
An expanded and mod-
ernised agribusiness can reduce
waste, rationalise consump-
tion, expand boundaries of sea-
sonality, exploit full produc-
tion potential and expand hori-
zon of production for the future.
These can be done through ac-
quisition, development and

transfer of technologies.

value

tion of Technologies:

Technologies providing busi-
ness opportunities are protected

b tent rights or by Intellec-
tgar;ruperty rights, some

of the superior technologies
evolved by public institutions
through contractual R&D Sys-
tem are also subject to protec-
tion. Under the circumstances
superior technologies are not
expected to be a able unless
business communities take the
lead In acquiring technologies,
either through direct purchases
or throu% Ei\ymcnt of royalties
or establishing joint venture
activities in order to earn prof-
its. Agribusinesses can also es-
tablish the system of contract
production with both large and
small farmers (through NGOs)
and ensure application of the
right technologies for main-
taining quality standards of
their products. They can adopt
l:ehnnluFlcs that reduce post
harvest losses in order to in-
crease its margin of profit. They
can acquire the right technolo-
gles of storing, packaging and
processing and can sell pro-
cessed products at times when
they are not available fresh in
the market.

Technology Development:
Not all superior technologles
can be bought from home or

. abroad, because sources of

many of the superior technolo-
%ﬂ:s are not known and many of
them are protected, Often the
marketing of technologies Is
restricted or protected by na-
tions who possess them. In this
situation 'there is no way but to
invest for the development of
such technologies. Technolo-
gles relating to post harvest op-
erations often can be acquired
from abroad but production
technologies need to be locally
studied or developed. Agribusi-
nesses can invest a part of their
profits in develnpm% such tech-
nologies to expand future busi-
ness opportunities. They can ei-
ther invest or pay for the ser-
vices of researchers through a
contract research system. Mo-
tivation for profit is the best in-
centive for the development of
technologies of production,
processing, storage, packaging
and transportation of inputs,
services and outputs of agricul-
ture.

Technology Marketing:
Agribusinesses can introduce
and sell technology transfer
programmes through the edu-
cational process. They can in-
troduce appropriate technolo-
gies for production, processing,
storage, packaging and trans-
portation on a contractual ar-

AGRIBUSINESS DEVELOPMENT

Scope and

An expanded and modernised a
expand boundaries of seasonality, explo
the future. These can

production for

rangement in order to get fresh
or processed products of desired
quality to satisfy the prefer-
ences of customers and ensure
profitability. Secondly, they
can syphon off commodities
from primary and assembly
markets at g:ak harvest time
resulting in better prices to the
primary producers. They can
motivate others to adopt more
productive technologies for in-
creasing production commen-
surate with increased demands
of the products. People do not
learn and use technologies un-
less they provide opportunities
for profit. Thirdly, they can en-
gage in joint ventures sharing
and transferring technologies
which otherwise is not avall-
able. Fourthly, they can create
an environment to stimulate
their competitors to introduce
and market even more superior
technologies to increase,
maintain or safeguard superi-
ority in the market. Fifthly,
they can create forward and
backward linkages, which is a
necessary condition for rapid
transfer of technologies.

Factors Constraining
Agribusiness

Development

Subsistence Orientation:
The first factor constraining
development of agribusiness is
the subsistence orientation of
agribusiness enterprises. They
use traditional ways and keep
the operation limited to a level
which satisfies the needs of a
family, what is often called
"shop mentality". The en-
trepreneurs remain satisfied
with the limited earning and
the comfort accrued upon.
Commercial orientation of
scaling up, modernisation,
chain of operations on a na-
tional and international per-
spective is indeed rare in
Bangladesh. There is lack of
urge to earn and invest for the
benefits of the society. This is
due to lack of professionalism
is business. In fact agribusiness
in Bangladesh has not yet
emerged as a profession because

transfer of technologies.
by M Hassanullha

it is commonly perceived as a
means of personal benefit
rather than as a service for a
better social life.

Lack of Access to Modern
Technologies: The second factor
constraining agribusiness de-
velopment in Bangladesh Is the
lack of access to modern tech-
nologies and management prac-
tices. The extstinﬁ a%rihusincss
system of Bangladesh has been
built upon the prevailing sub-
sistence agriculture. In order to
be globally competitive the sys-
tem must have access to modern
technologies of production,
processing, transportation,
storage, packaging and trading
products and services. Modern
technologies are more cost ef-
fective, efficient and reliable in
terms of quality and durability.
Bangladeshi entrepreneurs
have little or no access to such
technologies. Even the doors of
domestic public sector research
systems are not fully open to
private sector enterprises. Ac-
quisition and development of
modern technologies, not pro-
tection, would help them be-
come competitive in the local
and international markets.

Lack of Investment-friendly
Environment: The third impor-
tant factor is the lack of an in-
vestment-friendly environ-
ment. Agribusiness enterprises
operating at the subsistence
level need little linkage with
other socio-economic institu-
tions of the society and can op-
erate almost In isolation.
Whenever such enterprises
scale up and modernise, they
have to be dependent on many
institutions providing services
such as financial transactions,
credit, advice, information,
communication (telephone,
faxes, etc.), electricity, water,
gas, connecting roads, sewerage,
and shipping arrangements and
are subjected to the controls of
licenses, local and national
taxes, excise duties, sanitation,
legalgjrm'isiuns and standards,
and formal and informal pro-
tection of the investiments. This
is not unique to Bangladesh.

But what Is unique Is that all
institutions providing such
services and controls have no
}msitive attitudes, and most
requently indifferent, slow
and exploitative to the extent
that many new ventures are
nipped in the bud or are com-
pt"“ll'.d to retreat at later stages
or are led to become uncompeti-
tive in the market. It Is not re-
quired to narrate all the dimen-
sions of the Investment climate
in Bangladesh. Which only an
entrepreneur undergoing the
process of investment can fully
understand. We have institu-
tions, laws and authorities but
often they are not helpful to in-
vestors at times of need. Unless
all of them become investor
friendly, a real breakthrough
will not be possible. Profes-
sionals controlling the services
and systems need to appreciate
the problem and adopt a more
friendly attitude toward
agribusiness enterprises,

Investment Priorities

First priority is to invest In
marketing of commercially and

industrially important crops
such as soybean, sunflower and
maize. Expansion of their pro-
duction is held back due to lack
of private sector trading initia-
tives. Though they have a high
production potential as well as
market demand, some of their
products like olils, cakes and
flakes are extensively Im-
ported, depleting foreign ex-
change reserves.

The second priority should
be to invest in export of fruits
and vegetable because local
markets have no capability to
absorb any increased produc-
tion. Farmers have been ex-
ploiting only 10 to 20 per cent of
the production potential. In-
creased production results in a
severe decline of prices, which
eventually backlashes on the

economic condition of the
farmers. New products like
mushroom, baby corn and

gherkin also have a high export
potential and a good production

Potential in Bangladesh

gribusiness can reduce waste, rationalise consumption, -
it full production potential and expand horizon of
be done through acquisition, development and

tential In the country as well.

e need to Invest In facilities
for processing, packaging, stor-
ing and shipping of exportable
commodities.

The third priority should be
to invest in processing of those
commodities which provides
scope of adding the highest
value, For example, the price of
one kilo malze is about Tk.
8.00, whereas, when |t is con-
verted into corn flakes, we buy
it at a price of Tk. 240.00 from
the retall markets. The same Is
true for wheat, soybean, maize,
fruits, vegetables, milk, meat,
eggs and fish.

The fourth priority is to in-
vest In the development of re-
friﬁerated distribution and re-
tafling system for fresh and
processed products of perish-
able commodities such as milk,
meat, eggs, frozen fish, veg-
etable and fruits in order to
avoid spollage, to maintain
quality and avoid health haz-
ards.

The fifth priority is to lnvest
for the development of seeds
and fertilizers industries. There
s enormous potential for pri-
vate sector investment in both
of these basic inputs of crop
agriculture. Demand is so great
that several dozen national
companies can establish na-
tionwide operations to provide
high quality seeds and slow re-
lease plant nutrients, including
bio-and organic manures for
improving soil health.

The sixth priority should be
to invest for the production of

arent stocks, chicks finger-

ings, frozen semen, embryos,

feeds, medicines and vaccines.
Adequate availability of these
inputs can go a long way 1o
bring rapid development in
poultry, livestock and fishery
industries.

The seventh priority of in-
vestment is to develop local ca-
pacity to manufacture a small
power equipment in order to
ensure quick turnover, opera-
tional efficiency and quality
standards for tilling. sowing,
weeding. spraying, harvesting,

HERE is now a growing

awareness of the complex-

ity of wurbanization in
Bangladesh. The urban crisis is
df the fact that urbam.cemires
arer important arenas of eco-
nomic and social development
and the process of cultural
change.

Levels and Trends of Urban-
ization: In 1965 the urban popu-
lation was estimated to be 6 per
cent of country's population.
The same however, rose to 16
per cent in 1989, a significant
increase over the period. Aver-
age annual growth rate was
documented at 6.9 and 6.6 dur-
ing the period 1965-1980 and
1980-1989 respectively (UN
1991). Although the current

- level of urbanization (20%) is

low compared to other develop-
ing countries, the rate of growth
and the absolute size is most
alarming. Total urban popula-
tion more than doubled both in
1974 and 1981 compared to the
figures in 1961 and 1974 respec-
tively, and the trend continued
over the past two decades.

The absolute size of the ur-
ban population is projected to
rise to 35 million by this year
end. Bg 1981 Bangladesh had
491 urban centres compared to
only 48 in 1901. Dhaka, Chit-
tagong. Khulna and Rajshahi
are metropolitan cities, each
being the largest city in each of
the former four administrative*
Divisions of Bangladesh.
Among these former four,
Dhaka and Chittagong were al-
ready million plus cities.

Slums and Squatters: In
1981, the metropolitan cities,
namely Dhaka, Chittagong,
Rajshahi and Khulna had 4
per cent of the total urban popu-
ation of the country while
Dhaka metropolitan area alone
had 25 per cent of the total ur-
ban population. Dhaka, the
largest city of the country and

S .

plays an important role in the
urbanization process. Over sev-
eral decades it has grown as a
primate city. It had a gn ula-
tion of 3.5 million in 1981 and
its current population is about
nine million which includes
population of the re-classifica-
tion of urban areas and pro-
jected to grow upto 12 million
by this yearend. The second
largest metropolitan (Chitta-
gong) city's population was es-
timated at 1.3 million in 1980
and 2.3 million in 1990.

The rapid urbanization and
big city growth have led to the
concentration of hundreds of
slums and squatter settlements.
A recent study identified some
1200 slums and squatter set-
tlements in Dhaka metropoli-
tan area. These squatters ac-
commodate about 50 per cent of
the total population of city. The
population densities have been
estimated to be 2000 persons or
more per acre. Per capita living
spaces have been found to be
less than 10 square feet in
many oases.

Causes of Urbanization: It
has been observed that the ur-
ban population in the country
has grown much faster than the
rural population — almost three
times — during the past 30
years. Therefore, the growth of
urban population is not only
due to natural Increase but also
due to other factors such as ru-
ral-urban migration, change In
the definition of urban areas
and the horizontal and vertical
expansion of the existing urban
areas. A Task Force Report
(1991) of the government of
Bangladesh indicated that the
most dominant component of

TOM & JERRY

Impli

all the more distressing in view o1/ (1011 u-‘x Il-r|'.
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urban population growth has
been the migration. During
1974-81 migration has con-
tributed about 40 per cent of the
national urban population
change.

The rapid increase in both
rural-urban movement and the
size of the urban population,
specially, after the indepen-
dence of Bangladesh, was stim-
ulated by expansion of trade,
commerce, manufacturing and
administration and has been
accompanied by rising expecta-
tion for a better life in town in
the face of continuous and
tragic deterioration of rural
conditions. Educational and
health facilities also 'pull’ rural
people to the cities. Big cities
enjoy locational advantage and
have good linkages with the
'hinterland' areas. Similarly
the rural '‘push’' because of seri-
ous unemployment or growin
landlessness and natura
calamities like cyclone,
famine, flood and river-erosion
cause mass exodus of people
from village areas.

Rural-Urban Differentials:
The causes and effects of urban-
ization are related to the most
unequal rural-urban differen-
tials in resource allocations
and income generating activi-
ties. Moreover, tremendous
overall population growth in
the country Is exerting a pres-
sure on the land available and
hence on the existing levels of
unemployment leading to ru-
ral-urban movement.

There has been a relative in-
crease In non-agricultural
labour force compared to the
increase in agricultural labour
force In each decade since 1961,
The non-agricultural labour

force lincreased ‘from 2.6 mil-"'

lion in 1961 to 11.6 million in

1983-84 and 17.7 million in
1989.

The crude birth rate esti-
mated (in 1990) at 24.6 for ur-
ban and 34.1 for rural areas
show that the difference is quite
high (BBS, 1991). Literacy rates
were 52 per cent for males and
33.7 per cent for females in ur-
ban area compared to 30.8 per
cent and 13.2 per cent respec-
tively in rural areas.

Urban crude death rate (7.8)
was lower than the rural com-
parative figure (11.80) in 1990.
Expectation of life at birth for
urban population was also
higher than the rural areas, the
estimated figures for urban and
rural areas being 59.5 and 55.5
respectively in 1990. And the
trend continues.

Effects of Urbanization:
Mass influx of rural migrants
has created new problems like
unemployment, a high inci-
dence of crime, tensions, politi-
cal disturbances, transport
congestions, proliferation ol
shanty towns, substandard
housing and environmental
hazards in Bangladesh. But
natural calamities like cyclone,
famine, flood and river-erosion
render many people homeless
and economically destitute and
lot of them have to migrate to
cities for shelter, security and
protection.

Overcrowding has strained
every available social service
including medical services, ed-
ucational facilities etc. in the
urban areas. In a study (1990)
conducted by the Population
Crisis Committee the living
condition in Dhaka city was
shown as among that of 100
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cations of Urbanisation

by Shahabuddin Mahtab

largest Metropolitan areds. The
study used 10 indicators out of
which condition of about eight
indicators was available for
Dhaka city. These are public
safety (murder rates), food
costs, living space, housing
standards (utilities), communi-
cations, education, public
health (infant mortality) and
traffic flow. In Dhaka city mur-
der rate was shown to be com-
paratively low at 2.4 murders
per 100,000 people, which per-
haps is no more so with the
rising trend. About 63 per cent
of income was spent on food in
Dhaka compared to 15 per cent
or less in most cities of the west.
In Dhaka an average of 3.1 per-
sons live in a room, 73 per cent
of urban dwellings in Dhaka
had running water or electricity
or both. There were two tele-
phones for every 100 people,
The secondary school enroll-
ment in Dhaka was 37 per cent
compared to 90 per cent or more
in most of the developed coun-
tries. Infant deaths per 1000
was found to be 108 as against
less than 10 in the cities of the
developed countries.

In the past the urban devel-
opment policies adopted were to
maintain the status quo only

The Government is, now, more
aware of the population growth
and rapid urbanization and
has. in fact, initiated a decen-

tralization ' policv- A Govern-
ment Task Force earlicr recog-
nized pressing need "to reorenl
the existing urban policies 10

ensure a better life for the poor
and to make them more valu-
able human resources” (1991).
But how much in effect it could
and do now is yet to be appar-
ent.

Both the Second Five Year
Plan and the Third Five Year
Plan chalked out programmes
for a number of growth centres
along with the development of
upazila centres. This policy was
further strengthened in the
Fourth Five Year Plan (1990-
95). The main purpose had been
to diffuse the urban problems
reducing the rate of growth of
big cities and towns, to contain
the rapid growth of metropolis
by developing secondary towns.
But only Tiltle has been appar-
ent to that effect as yet. How-
ever, a National Physical Plan
is supposed to focus on all as-
pects of urban development and
diversification of urban-rural
settlements. Although there are
problems of inadequate support
the master plans for districts,
sub-districts and towns are
supposed to be progressing in
termns of works done for the de-
velopment of infrastructure in
small growth cities,

Institute of Health Economics
University of Dhaka

‘=== Third Training Course in

Health Economics
Sponsored by Policy & Research Unit, MOHFW

The Institute of Health Economics, University of Dhaka, will
organize a training course on Health Economics. The course will
offer subjects related to various health-economic issues with
special emphasis on economic evaluation and improvement of
efficiency. Some foreign scholars will join the course as Resource
Persons. The training course will be held from May 13 to June 15,
2000 at the Institute of Health Economics, Arts Faculty Building,
University of Dhaka. To facilitate participation of inservice
personnel, sessions will be held in the evening from 5 to 8.30 pm
everyday of the week except Saturday; on Saturday sessions will
be held throughout the whole day from 10 am to 5 pm. The number
of participants will be limited to 30. The course is an activity of the
Operational Plan of the Health Economics Unit, PRU, Ministry of
Health and Family Welfare financed by DFID and as such no tuition
fees will be charged. There is provision for a modest transpor
allowance. The course is specially designed for health sector
administrators, policy makers, and medical officers/practitioners.
Preference will be given to the applicants working in the MOHFW,
Directorate of Health, Directorate of Family Planning, NIPORT,
medical college hospitals and NGOs providing health and family
planning services and University teachers specialising in Health

Economics.

Interested participants are requested to apply to Prof S R
Howlader, Director, Institute of Health Economics, Arts Faculty
Building, University of Dhaka by May 4, 2000. Interview for
selection of the candidates will be held on May 6, 2000. Applications
should be made in a prescribed form obtainable from Mr Abdul
Haque, Research Officer, Institute of Health Economics, paying a
fee of Taka 100/= (one hundred) only.
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grinding., milking and process-
Ing.

The elghth priority should
be to invest for the development
of agricultural markets and
marketing services. En-

trepreneurs should be sup-
porled to establish and imanage

rivate markets and marketing
acllities for better handling.
loading and unloading, packag-
ing transactions and protection
of traders.

Public Support Needed

First, policles relating to in-
vestment, tariff, taxation, lmn-
port, export and related areas
should be rationalized to favor
local production as compared to
import.

Second, there should be pro-
vision of investment and work-
ing capital because expansion
and modernisation of agribusi-
ness demand Investment and
working cagltal is ve high.
Modern technologles of produc-
tion, processing, storage, pack-
aging, transportation and trad-
ing of different inputs, services
and commodities are Indeed
very costly, particularly those
processes and products which
require high standards of qual-
ity assurarnce.

Third, support for market
promotion of new products such
as new chemical and biofertil-
izers, organic manures, pro-
cessed foods, milk and milk
products, soya products, and
small power equipments in
needed. Because most agribusi-
ness enterprises of Bangladesh
are small and have relatively
very low turnover and their
abiﬁt}; to invest for the devel-
opment of national and inter-
national markets of their
products is very limited.

Fourth, support is needed to
get access to modern technolo-
gies by copying, buying or leas-
ing arrangements through bi-
lateral or multilateral agree-
ments as the ownership of these
technologies is now protected
by law in many countries.
Where such arrangements are
not possible, all out efforts
should be made to support pri-
vate sector research for the in-
vestment of high technologies
which is comparable to that of
competing nations.

Fifth, support is needed to
collect and provide market in-
formation for mal-:in% invest-
ment decisions in agribusiness.
Entrepreneurs need to know
short or long term production
or supply trends, demand and
prices, trade concessions and
facilities of both local and ex-
port markets, tariff and non-
tariff barriers and opportuni-
ties, appropriate technologies.
plant and machinery specifica-
tions and prices, standards and
resirictions

Sixth. support is needed lor
management and human re
source development ol the
agribusiness eplerprisos, Jlhe
proprietars. execulives, =~ arnd

technologists of private seclor
agribusiness are hard wnrkluﬁ
but they lack technical an

managerial skills. As a result,
most of the enterprises are oP
erating below capacity, result-
ing in high prices for their
products. The emcrglnlg
agribusiness enterprises should
be provided overseas and local
training opportunities for
short and long term courses,
study tours and visits. Interna-
tional organizations should di-
rectly provide these supports o

private enterprises.
Seventh. support is needed

for the development of market
infrastructures and facilities
in all assembly and distribu-
tjon markets linking with sea
and air ports for preserving the
quality of primary produce,
smooth transactions, packag-
ing. preshipment treatments
and shipments to destinations
both inside and outside the
country. Developing marketing
facilities can be an agribusi-
ness opportunity for some en-
trepreneurs, if they are sup-
ported and linked with produc-
ers and traders.

Eighth, support is needed to
rotect the enterprises from the
ocal extortion so that en-

trepreneurs do not hesitate to
set up such operations outside
their own spheres of influences
right into the production zones.

Actions Suggested

The emtrglng agribusiness
enterprises in Bangladesh are
small and has little capability
to grow [aster as desirable. It Is
suggested to create an agribusi-
ness Credit Fund (ACF) to the
tune of 2000 crore to support
investment for establishment
and operation of modern enter-
prises of production, process-
ing, transportation, storage and
training. The fund should be
operated through different
commercial banks and finan-
cial institutions for Invest-
ment in agribusiness enter-
prises under the guidance and
control of Bangladesh Bank.

The fund should be operated
in such a way as to create as
Agribusiness Development As-
sistance Fund (ABDAF) from
the earnings of the ACF and is
used to provide support to the
agribusiness enterprises to ac-
quire and master new and im-
prove technologies both from
how and abroad, to access over-
seas markets and td promote
markets both at home and
abroad.

Finally a National
Agribusiness Development Au-
thority (NADA) should be es-
tablished to execute those sup-

port programs 1[0 promote
growth and development of
agribusiness enterprises
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