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Small Power Plants: Key to Electrification

by Muhammed Aziz Khan

ANGLADESH has never

come across an opportu-

nity to alleviate poverty as
profound in importance as find-
ing gas in the poor country.

Bangladesh is afflicted by short-
age of electricity, stifling eco-
nomic growth and social wel-
fare. We have ample gas
resource; estimates vary from
30 trillion cubic feet (TCF') to 70
TCF. The best transformation of
natural gas for Bangladesh is in
to electricity, which can be
applied for maximum value addi-
tion. Until now this has not hap-
pened as fast as desirable, due
tolack of investment.

In the recent past, Government
of Bangladesh (GOB) had
invited international oil compa-
nies (IOCs) to invest in gas
exploration and for power gen-
eration in private sector. The
response received is good; IOCs
are now producing about 35 per
cent of country's gas require-
ment and one US company
AES's power plants come on
stream with about 1100 MW,
that is about 35 per cent of elec-
tricity in the mnational grid
would be provided by independ-
ent power producers (IPPs).

The challenge the government
faces in the short term is how to
pay for all this energy in foreign
currency and in the long run
how to bring the sector in the
hands of Bangladeshi compa-
nies both in the form of technol-
ogy transfer and management
transfer, thereby improving the
net worth for the country.

ANNEXURE-1

Lead time: Small power pro-
jects can be implemented within
a year as demonstrated by a
100% Bangladeshi company,
United Summit Power Co. Ltd
(USPC); quite to the contrary
large project typically takes
four years. This allows imple-
mentation of small power
plants to actual demand rather
than waiting for years. For
example, demand in Sirajganj
area is currently 50 MW, plant
for which can be set up in a
year's time. But if the policy is
to set up a 360 MW plant we
have to wait for demand to pick
up and set up transmission line.
This again deprives the present
demand and stifles growth.

Less need of transmission:
Small power plants being situ-
ated at the load centre does not
require transmission line com-
pared to huge investment and
time necessary for transmis-
sion of electricity produced by
centralized large power plants.
Further, system loss during
transmission is also high;
according to DESA transmis-
sion system loss is 6.5 per cent.
Maintenance of transmission
lines is very expensive, though I
could not find actual figure for
that.

Gas grid or power grid: GOB
has rightly put emphasis on gas
transmission. In National
Energy Policy, as is being
implemented, we see gas net-
work will be extended all over
Bangladesh. To our satisfaction
gas has now gone west to

political-economic point of
view. Let us take:

Enterprise: I will start with the
basic factors of production,
land labour, capital and enter-
prise. For small projects, we
have the entire aforementioned
ingredients available in Ban-
gladesh. A 50 MW power plant
would require about $30 mil-
lion, for which equity is avail-
able within our private sector;
debt is available from our bank-
ing system. Whereas for large
projects of 100 MW to 400 MW
these are not available, as they
typically require huge invest-
ment, as such large projects are
implementable only by multina-
tional companies.

Sense of belonging: Smaller
power plants being distributed
around the country will bring
in a sense of belonging to the vil-
lages and will have a ripple
effect on the local economy.
This will not only provide impe-
tus to growth but also encour-
age customers to pay.

Equal opportunity to local
entrepreneurs: Infrastructure
such as electricity is very sensi-
tive and GOB should provide, if
not more, equal opportunity to
local entrepreneurs to get
involved in this sector. Unfortu-
nately, today the bidding pro-
cess followed by GOB not only
supports foreign companies but
often effectively bars local com-
panies from participating in the
electricity sector. For example
GOB discounts prices received
over a period of time at 12 per
c

ANNEXURE2

ent whether the offer is in Taka
or in US Dollar. This is most
unjustified as Taka interest rate
is 14 per cent vs. 7 per cent for
Dollar. US Dollar also appreci-
ates by about 7 per cent per
annum. These should be
adjusted in the evaluation pro-
cess of the GOB. Annexure 2
compares cost of different IPPs
with these adjustments show-
ing a very competitive price for
small projects.

Small power plants with appro-
priate bid documents can pro-
vide the equal opportunity to
local entrepreneurs and bene-
fit to the government and peo-
ple of Bangladesh by making
the cost of electricity affordable
and payable in Taka.

Taka vs Dollar: Bangladeshi
entrepreneurs investing in
Taka will seek their equity
return in Taka. Should the local
banks provide fund the debt
repayment would also be in
Taka. Further there is another
dimension to it. If part of the
equity comes from the stock
exchange, the stock market will
get a boost from the quality
stocks, therefore the infrastruc-
ture of capital market itself will
improve. On the other hand
debt provided to these generat-
ing companies are of best qual-
ity, and local banks will have
better loan portfolios. Local
bank's understanding of the
business and project financing
will improve the country's over-
all banking sector. As a conse-
quence GOB will be able to buy
electricity in Taka and relieve

the pressure on foreign
exchange reserve.

From the above it is amply clear
that distributed small power
plants are the right solution for
Bangladesh. If we consider the
gas pipeline network and the
electricity transmission net-
work, I believe we can start by
opting for smaller power plants
in Sylhet area on the existing
gas network. This way we can
add 150 MW, which is the cur-
rent shortfall, within two years.
In Baghabari where gas has
already reached, two 50 MW
power plants in 2001 and 2003
can be built. Similarly Sirajganj
can have 50 MW by 2001 and
another 50 MW by 2003. Subse-
quently as gas transmission pro-
gresses distributed small power
plants can and should be built.

Conclusion: Bangladesh
needs power, which is a basic
infrastructure. Only 18 per cent
of Bangladesh's population has
access to electricity. It's sad to
say that we have about 50 TCF
gas and our people do not have
electricity. Through small
power plants we can help our-
selves and lighten up Bangla-
desh.

The author is Chairman of
Khulna Power Company Ltd. He
is also the Chairman of United
Summit Power Company Ltd.,
and Summit Group of Compa-
nies. The article is based on his
discussion paper presented at
'Tech Transfer 2000: Bangla-
desh' held recently at BUET,
Dhaka.
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The GOB's privatization policy
for gas and electricity is too spe-
cific and thus not fruitful, the
solution is total all-
encompassing privatization
with a regulator's role for the
government.

Here, however I will discuss
how and why small power
plants are the right solution for
Bangladesh.

Electricity demand curve: The
demand of electricity in Bangla-
desh as expressed in the load
curve (Annexture-1) shows a 40
per cent difference between
peak demand and off peak
demand. At 8 PM, night demand
is about 3000 MW, compared to
1600 MW, say, 3 AM. Small
plants can be put on and off in
tandem with the demand curve.
Large power plants on the other
hand cannot handle this varia-
tion in demand, resulting in
huge inefficiency. Large power
plants can only work as base
load plants.

Sirajganj. As (a) we have a huge
reserve of gas, (b) gas transmis-
sion is much more economic, (c)
all the areas of Bangladesh
deserving gas for their various
usage should get gas, (d) there
is little or no system loss in gas
transmission and (e) less main-
tenance is necessary for gas
transmission lines, so we must
all hope and believe gas net-
work will be expeditiously
implemented all over the coun-
try.

But large power plants require
more electricity transmission
capacity and stability at huge
cost and expenditure. A parallel
electricity transmission net-
work to a gas transmission net-
work is certainly a waste. It will
be inappropriate to transfer
two easily convertible energy in
parallel.

A good solution for Bangladesh
is to set up small power plants
along the gas network. This is
also suitable from the socio-
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too much air while feeding.

TV and children

effects.

of violence, role of minorities).

behaviour.

Dr. Rubaiul Murshed

All health information to keep
you up to date

Always children first

Difference between vomiting and regurgitation

Vomiting is the forceful throwing up of the contents of the stom-
ach. In young babies it is easy to confuse this with regurgitation
which is the effortless bringing up of small amounts of milk
during or just after the feed. If your baby seems generally well
and brings out a little milk during or after a breast feed or bottle
feed, it is known as regurgitation. It is not actual vomiting and is
seldom a cause for concern. It is usually due to the swallowing of
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Effects of heavy television watching on children

The extent of television viewing by children in the US is enor-
mous, with average daily viewing being between three and four
hours. TV viewing ranks as the number one waking activity of
the American child. Schorr has summarized seven principal

Increased aggressive behaviour and acceptance of violence.
Difficulty in distinguishing between fantasy and reality.
Distorted perceptions of reality (vis-a-vis consumerism, extent

Trivialization of sex and sexuality.

Increased passivity and disengagement.

Negative effects on cognitive learning.

Loss of time and potential to inform and to teach "prosocial"

Next: Before the doctor comes and other tips.
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Lest We Forget

Mirza Golam Hafiz: Leader with a Mission

ISTORY becomes elo-

quent about the men she

loves. The frosty barriers
of time melt down to reveal the
many splendoured colours of
rainbow in warm radiance as the
chronicles are related to men
and women who boldly faced
their restless times and yet
retained their composure and
visions that transcend their own
age. Mirza Golam Hafiz (1920-
2000) was among them.
Like others of his generation and
the one that fallowed them in the
sub-continent, Mirza Golam
Hafiz lived courageously under
there flags. Born as a British
subject he lived to work for and
saw the departure of British
colonial rule from the sub-
continent. Hafiz was born in
Dinajpur district in 1920. He did
M.A. in Economics from Calcutta
University in 1941 and BL from
Dhaka University in 1948. He
began his early life in Jalpaiguri,
took active part in politics in pre-
partition India, joined All India
Muslim League Federation in
1938, went to Dibrugarh
(Assam) to participate in the
Anti-Line Movement launched
by Maulana Abdul Hamid Khan
Bhashani and was imprisoned.
He took part in Tevaga Andolan
(peasant movement) of North
Bengal and was absconding.
As a citizen of the post-1947 two-
part state of Pakistan he fought,
with quiet dignity to establish,
protect and preserve the inalien-
able rights of the Bengali citi-
zens of Pakistan as he rose to the
high position of a reputable
lawyer both nationally and
internationally. During this
period he strived for ensuring
justice, human rights, democ-
racy. He was one of the lawyers
from Asia who pleaded in Viet-
nam War Tribunal of Bertrand
Russell, the great philosopher, in
Paris. He also pleaded in the
Agartala Conspiracy Case in the
erstwhile East Pakistan and
escorted Sir William Thomson,
the UK queen's Council Lawyer
from London to Dhaka for plead-
ing in the Agartala Conspiracy
Case. But Thomson was not
allowed to enter Dhaka city by
Pakistan Government and he
had to return to London straight
from Dhaka Airport.

Mirza Golam Hafiz was associ-
ated with East Pakistan Civil
Liberties League as its Secretary
General from 1948 to 1950,
participated in the Language

by Md. Anwarul Afzal

Movement in 1952 and in Anti-
92, a movement in 1954 and was
jailed on both occasions. I could
still remember him when he was
arrested and was hand-cuffed by
the police and carried in open
police van. We were then stu-
dents of class III or IV.

In 1954, Hafiz's political career
took a new turn as he was elected
MLA in East Pakistan Provincial
Assembly and took active part in
the Parliamentary activities.

Because of his valid point of
order, Abu Hossain Sarker Gov-
ernment could not place the
budget leading to the fall of his
ministry in 1955. He was the
founder member and treasurer
of Ganotantrik Dal. In those days
to form a political party with the
name of Ganotantrik Dal i.e.
democratic party, was a tough
job in the erstwhile East Paki-
stan.

Hafiz also participated actively
in the more comprehensive and
long-term process of ensuring
the political and economic rights
of the Bengalis in Pakistan
through a radical transforma-
tion of political and economic
power within the state. He took
active part in 21-point
Programme, constituted the
platform of the United Front,
coalition of the autonomist
Bengali political forces of Paki-
stan which routed the ruling
Muslim League in the 1954
Provincial Elections. He was one
of the companions of Miss
Fatema Jinnah during her presi-
dential election campaign in the
then East Pakistan.

During his early political career,
he was in close touch with many
rare national leaders in British
India. It was so because they
used to visit Parbatipur Railway
Junction and Saidpur Railway
Junction as Trade Union Lead-
ers. It inspired him to be a Trade
Union activist. He did not charge
any legal fee from Trade Union.
Hafiz was a romantic realist. He
lived with his times. Because of
tremendous negligence and
glaring disparity in matters of
development of North Bengal
from where he hailed, he fought
for a separate province in North
Bengal during Pakistan time and
placed its demand on several
occasions. Afterwards inspired
by Hafiz, Justice Ansar Ali (late)
launched the movement
demanding for a separate prov-
ince. Hafiz was the Minister, the
Speaker and the Member of
Bangladesh Parliament. He was
a dedicated Philanthropist and
was actively associated with a
number of social and legal
organisations. He was the Vice
President of East Pakistan Bar
Council and also of All Pakistan
Bar Council for two terms. He
was the President of Supreme
Court Bar Association in 1973.
He visited 57 countries in the
world and participated in many
international conferences
including Commonwealth Par-
liamentary Conference, Afro-
Asian Peoples' Solidarity Confer-
ence. He was the President of
Bangladesh-China Maitri
Samity and visited China several
times as the head of Bangla-
desh's goodwill mission. Exact-
ing responsibilities of the senior
position in the government,
society could not prevent him
from sparing a few moments for
us all, comparatively too youn-
ger. Yet he always treated us as
equals with whom he shared
some of his fondest thoughts and
dreams and depressing frustra-
tions.

A noble dream inspires
humanity to strive to be true
humans. So do the life and work
of men like Mirza Golam Hafiz
who passed away on 20.12.2000.
We pray for the peace of the
departed soul.

The writer is ex-Member,
National Railway Consultative
Committee, Govt of Bangladesh.

ECONOMIC REFORMS IN SOUTH ASIA

Are Further Liberalisation, Privatisation and Opening of Markets the Way Forward?

HE book comprises papers

presented at the confer-

ence held in Dhaka in
March 1998, organized by the
Bangladesh Economic Associa-
tion under the auspices of the
International Economic Associa-
tion. The conference was a timely
one; it was held against the
backdrop of the ongoing finan-
cial crisis in East Asia and pro-
vided an opportunity to under-
stand the crisis and draw lessons
for South Asia. Academics and
policy-makers, from within and
outside South Asia, exchanged
ideas on the current state of
debate on macroeconomic
reform and the policy choices
facing the economies of the
region. There is a growing con-
sensus that South Asia has the
potential to achieve more rapid
economic growth and even
emerge as a global growth pole
in the early decades of the new
century. However, the identifica-
tion of a reform agenda for real-
izing that potential and the
political feasibility of its imple-
mentation are still subject of
considerable debate. Iplanning
the conference and this book,
care has been taken to achieve a
balance of opposing views on the
reform debate. The reader will
thus be exposed to a whole spec-
trum of viewpoints and be able to
make his own judgement on the
issues discussed.

The book has six parts; the first
provides the country overviews
of reform experience in Bangla-
desh, India, Pakistan and Sri
Lanka. The other parts deal with
the specific issues of macroeco-
nomic policies under globaliza-
tion, adjustment and poverty,
sustainability of reforms, les-
sons of the East Asian crisis, and
the emerging issues beyond
structural adjustment.

Among the South Asian coun-
tries, Sri Lanka was the first in
moving markedly towards eco-
nomic liberalization during the
end-1970s, followed by Pakistan
and Bangladesh in the late 1980s
and India in the beginning of the
1990s. In spite of the differences
in the timing and the extent of
reforms, the country overviews
bring out some common features
of the South Asian reform expe-
rience, as briefly summarised in
the editor's introduction. In none
of the countries, there is evi-
dence of any sustained increase,
if at all, in the investment-GDP
ratio (this is so even after dis-
counting the expected initial
investment squeeze needed for
achieving economic stabiliza-
tion). This largely explains why

any improvement in growth
performance has been rather
modest or could not be sus-
tained.

While the sphere of public invest-
ment was curtailed, the response
of private investment to reforms
was mostly lacking. Apart from
the desire-to-invest factors, the
domestic saving rate could not
also be sufficiently increased
while net external assistance as a
proportion of GDP declined
continually. Another common
feature is that the fiscal deficit
has been reduced by curtailing
the development part of the
budget and not by reducing
current expenditure or by mobi-
lising more revenue (the only
exception was a once-and-for-all
increase in the tax-GDP ratio in
Bangladesh following the intro-
duction of the value-added tax in
the early 1990s). As a result,
public saving as a proportion of
GDP has increased very little, or
has in fact declined, and remains
much too low by the East Asian
standards.

Improving the quality of fiscal
adjustment and making provi-
sion for better institutional and
policy environment for private
investment appear to be the
common challenges facing
South Asian economies. In fiscal
adjustment, there is some debate
about the desired level of public
investment, since such invest-
ment can, in some contexts, both
'‘crowd in' and 'crowd out' private
investment. The key require-
ments for improving the invest-
ment climate include adequate
infrastructure provision,
strengthening of the financial
and legal systems and a general
improvement in the quality of
governance that can help to
reduce the so-called transaction
costs of doing business. Evi-
dence from Pakistan suggests
that if privatisation is not accom-
panied by improvements in the
functioning of markets, there
may not be any gains in produc-
tion efficiency. Experience of
Bangladesh highlights the risks
of going for financial liberaliza-
tion without providing for ade-
quate regulation and supervi-
sion.

The lessons to be learnt from the
East Asian financial crisis are of
great interest to the South Asian
economies aspiring to attract
more foreign capital. Both John
Williamson, the World Bank's
former Chief Economist for
South Asia, and Azizul Islam of
UNESCAP make an attempt to
understand this crisis in terms of
certain common characteristics,

by Jim Davis
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Wahiduddin Mahmud (ed.),

Adjustment and Beyond: the
Reform Experience in
South Asia, Palgrave Pub-
lishers (Global academic
publishing of Macmillan
Press, U.K. and St. Martin's
Press, New York); Published
in association with Interna-
tional Economic Associa-
tion, January 2001; page xxi
+ 343.

Book Review

by
Selim Raihan

notwithstanding many impor-
tant differences in the country-
specific situations. A general
conclusion is that the crisis
originated from the interaction
between international capital
market imperfections and insti-
tutional weaknesses in manag-
ing domestic financial liberaliza-
tion. It is also noted that the
crisis occurred only after these
economies had went for full
liberalization of external capital
account transactions in the early
1990s and had subsequently
acquired large exposure to
short-term foreign debts. The
lessons for South Asia seem to be
that external financial liberal-
ization should be gradual and
selective, accompanied or pre-
ceded by the development of
efficient domestic financial
institutions and adequate capac-
ity for their regulation and
supervision. At the same time,
South Asia must learn the posi-
tive lessons of the erstwhile East
Asian miracle.

The episodes of crises in the
global capital markets also bring
home the inadequacies of the
standard Bretton Woods macro-
economics in dealing with the
problem of deregulated capital
markets. In this context, the
paper by Nadim Ul Huq and
Mansoor Dailami (IMF and
World Bank, respectively) dis-
cusses the problems of devising
sound macroeconomic policies
for developing countries
exposed to risks of volatility in
international capital flows,
while Peter Nunnekamp (Kiel
Institute of World Economics)
emphasises the importance of
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policy consistency and credibil-
ity. There are clearly many unre-
solved issues, such as how to deal
with large capital inflows and
the associated problems of asset
market bubbles and exchange

rate management. Edmund
FitzGerald, an Oxford econo-
mist, attempts to analyse yet
another important, but rela-
tively unexplored aspect of
short-term capital flows, namely,
the transmission mechanisms
through which the instability of
such flows affects the 'real econ-
omy' variables including invest-
ment, production and employ-
ment. An understanding of these
mechanisms is necessary for
assessing the social returns from
such capital flows as distinct
from their private profitability.

Several authors have put the role
of the IMF to close scrutiny. Yale
professor Koichi Hamada argues
that the IMF should incorporate
both the ground realities of
recipient countries and modern
developments in economic the-
ory in its operations, and that
monitoring of IMF itself is as
essential as monitoring by IMF
of the client countries. Deepak
Lal of the University of Califor-
nia (UCLA) goes even further to
suggest that "the IMF has
increasingly become the interna-
tional debt collector" for foreign
lending agencies instead of
performing its role as the lender
of the last resort. He argues that
IMF's short-term loans should be
denominated in local currency
so as to make it bear the risk of
failure of its economic stabiliza-
tion programmes in client coun-
tries.
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The trade-related issues of glob-
alization, although relatively
neglected in this volume, are of
great importance to South Asia's
development prospects. Sheila
Page discusses the constraints
and opportunities faced by the
developing countries in the
context of the evolving world
trading system while Nurul
Islam looks at the particular
challenges facing South Asia.
These challenges include coping
with the new rules and conven-
tions governing the global sys-
tem and responding to the dual
trends towards globalization
and regionalism. The role of the
public management of external
economic policies will be signifi-
cant but will change in character
and content compared with
successful policies in the past
(such as those of the high-
performing East Asian econo-
mies) and will require not less
but greater skill and expertise.

Francis Stewart draws on the
evidence from Asia, and Siddiq
Osmani from Africa, for an
update of the debate on the pov-
erty impacts of structural adjust-
ment. The weight of evidence
suggests that the most impor-
tant determinant of the impact of
adjustment on poverty is what
happens to the GDP growth rate.
The effect on income distribu-
tion is less clear and may vary
according to the structure of the
economy for example, whether
the labour-intensive sectors of
the economy are likely to benefit
from reforms. In this respect,
Asian region, as a whole, may be
in a better position to secure
poverty-reducing adjustment
than other regions. However,
evidence from all over seems to
support the view that achieving
sustained growth and acceler-
ated poverty reduction will
require public policies and strat-
egies that may extend far beyond
the conventional structural
adjustment reforms.

The political economy aspects of
reforms are discussed by John
Toye in the context of the
sustainability of Indian reforms,
but several other authors also
touch upon these aspects. Based
on these discussions, an interest-
ing comparison is made in the
introductory chapter regarding
the nature of political resistance
to reforms across the South
Asian countries. Some reforms
are clearly vote-losing, such as
the withdrawal of agricultural
and food subsidies which affects
large sections of the population.
Some reforms may antagonise
militant groups who have very

S0 TRUE .,
MR. BOND!
REMEMBER —
THOSE PINS ARE
SECRET CLUE TD
QUR CARMIVAL
PARTNERS FOR
TIJE EVENING!

AND YOU
KNOW THE OLD
SAYING - CURIOSITY
KILLED A CAT!
NOW IF YOU'LL

EXCUSE ME...

/dsl.@iﬁ

little voting power but can create
serious short-term disruption,
such as the privatization of state
enterprises resisted by trade
unions. There are yet some
reforms that will hurt only a
small group of rent-seeking
political-bureaucratic elite, but
are likely to get general public
support; these would include
institutional reforms, such as for
dealing with wilful default of
bank loans or tax evasion or
corruption in high places that
subverts the effectiveness of the
government's regulatory func-
tions.

Clearly, the degree of resistance
to these different types of
reforms depends on the nature of
prevalent political cultures. It is
noteworthy that the politically-
blocked reforms in India belong
to all the above three types. In
Bangladesh and Pakistan, on the
other hand, the reforms of the
first type have met with little
political resistance and even
those of the second type have
been implemented to a large
extent. It is the implementation
of the last category of institu-
tional reforms that has so far
lacked political feasibility. Ironi-
cally, it is Bangladesh and Paki-
stan that suffer from the weakest
institutional development and
need these reforms more
urgently than the rest of the
region.

As mentioned earlier, the
strength of the volume lies in
presenting the widest spectrum
of viewpoints on the reform
debate. This will be evident, for
example, from the comments of
two authors belonging to two
very different schools of
thought. Deepak Lal, an ardent
advocate of economic liberaliza-
tion, urges the South Asian
governments to "disregard the
siren voices of the intellectual
gurus of the dirigistes assem-
bled at this conference, whose
current panaceas are as flawed
now as in the past'. Amiya
Bagchi, on the other hand is of
the view that without "basic
social and economic reforms for
laying the foundation of a sus-
tainable, equitable growth
process", the pursuance of the
neo-liberal agenda will only
preserve or even reinforce the
social bases of rent-seeking by
landlords, traders and the
powerful elite

Selim Raihan is Lecturer in
Economics, Dhaka University.
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