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which is very reassuring.
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areas.

Chief Adviser speaks of

mid-July roadmap

Reiteration of election plan reassuring

HIEF Adviser Fakhruddin Ahmed, in an interview with
the Voice of America, has reaffirmed his govern-
ment's plan to hold a credible general election by the
end of 2008. The CA spoke of the Election Commission
announcing a roadmap to elections in mid-July, a pointin time
earlier indicated by the EC for the purpose. But come as it
does from the CA, it has the ring of reinforced authenticity

What should practically be the components of the road
map? From the public point of view, there are essentially two
aspects to it. The first of course relates to how the Election
Commission is going about the task of preparing an authentic
voter list. The pilot project it initiated recently in Sreepur has
now ended on a generally positive note. To be sure, there
were some pitfalls, such as the quality of performance by
primary school teachers left a room for improvement -- as far
as the replication of the project goes. But these problems can
be overcome fairly quickly, given a sense of urgency. A sec-
ond aspect regarding the proposed roadmap concerns the
issue of political party reforms as also electoral reforms. A
wholesale restructuring and internal democratisation of the
parties are certainly in order. As for the EC, the emphasis it
has lately placed on the registration, funding, et al, of the
parties holds out the prospects of transparency in the working
of political organisations. Party reforms and electoral reforms
are, in an important way, an integrated draft package the
implementation of which will help ensure free and fair elec-
toral processes by way of institutionalising democracy.

Everything said and done, though, the extent to which the
road map will guarantee progression to an election frame-
work depends on how soon the government plans to lift the
ban on indoor politics. The Awami League, the BNP and the
Jatiya Party have a point when they insist on a withdrawal of
the ban prior to their participation in any dialogue with the
Election Commission. Since the CA has already spoken of a
mid-July roadmap from the EC, it is advisable that the gov-
ernment lift the ban on indoor politics either prior to or not
much later than that as a way of ascertaining political opinion
on the various components of the roadmap. The bottom line
is that the credibility upon which the roadmap will rest can
only come if the political leadership is able to contribute sub-
stantively to it through talking to the Election Commission.

Dhaka in 2020

A daunting demographic challenge

WO research documents, one based on the World Bank

survey and the other prepared by the UNFPA, gave an

alarming future projection of the population growth in
Dhaka city and the pressure on its amenities it will exert.
According to these documents, atthe current rate of increase of
population, the metropolis will have to accommodate twenty
million people by the year 2020. The present estimate of
Dhaka's population is one (1) crore and the steady annual
migration of about 3 to 4 lakh job-seeking people to Dhaka from
the rural areas will eventually double the size of population by

Surely foraresource-constrained country and a capital city with
its limitations, rapid growth of population will spell disaster for the
existing infrastructure like roads, sewer system, accommodation
facilities and utility services. It is widely known that the agencies
concerned are finding the task of meeting the current demand
daunting; how would they cope with the situation in 2020 remains
abigquestionineveryone's mind.

Itis conspicuously evident that because of shortage of proper
housing facilities in the city, a large number of people are forced
totake shelterin the shanties where health, hygiene and sanita-
tion conditions are attheir worst.

With such a bleak scenario looming in the background, we
believe a lot has to be done to prepare the city to withstand the
pressure of another one crore more people. Alongside further
expansion and modernisation of the infrastructure of the capital
city to meet the future requirements, private and public inves-
tors will have to be encouraged to invest in the rural areas to
create employment opportunities. One positive step would be
to extend IT facilities to the rural areas to generate self-
employment possibilities for the local youths. Land distribution
among the landless poor and victims of river erosion is another
step that experts recommend to stop rural-urban migration.

We believe, decentralisation of power following the
strengthening of the local government system will go along
way in building growth centres all over the country, thereby
stemming the tide of influx of rural people into the urban
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Choices to be made .
GOING DEEPER

Indeed, there are gaps in such a road map because of the inherent contradiction
between growth and egalitarian distribution of social goods. But when hard
choices have to be made, one has to concede in some areas to gain in other
areas. Only Bangladeshis, and Bangladeshis alone, should make the choices, as
these would not only affect their future but the future of the coming generations

KAzI ANWARUL MASUD

IVILISATION demands
that the people of the
world be assured of

their rights enshrined in various
national and international cove-
nants. Mechanisms exist to
punish the aberrant in case of
irrational behaviour of the ruling
elite in any country. But it is
easier said than done.

When the Nato forces inter-
vened in Kosovo to save the
Kosovars from the genocide by
the Serbs the Russians were not
happy, and the Nato intervention
had to take place without UN
sanction, though, later, UNSC
authorised stationing of Nato
forces in Kosovo. The invasion
of Iraq by the US, though not an
appropriate example of morality
at its best, did free the Iraqis and
the neighbouring Arabs from the
erratic behavior and muscling of
Saddam Hussein.

But in the case of Burma, the
military rule spanning over
decades, and the internment of
Aung San Suu Kyi for years
together, have not produced

aswell,

international reaction to right the
wrongs being done to the
Burmese people by the military
junta by denying the people their
inalienable right to choose their
rulers. UN sanctions prohibiting
issuance of visas to the hench-
men of the junta, and denying
financial benefits to them, just
have not worked. Asean and
neighbouring countries continue
to deal with the Burmese gov-
ernment for their own selfish
ends. The Japanese appear to
favour engagement over coer-
cion in dealing with the Burmese
authorities.

This essay is not about Burma
or Milosovic but about the condi-
tions that are necessary for
people to engage in participa-
tory democracy. It has to be
clearly understood that casting a
vote once every four or five
years cannot be the be all and
end all of democracy.

This exercise, which is expen-
sive (e.g. US), or time consum-
ing (e.g. India), is aimed at pro-
viding certain services (social

goods) to the people, and must
have a structural mechanism to
overthrow those people who are
unable to make good the prom-
ises they made at the time of
election.

One could think of the recall
vote that exists in California,
under which the voters can
recall their representative from
the assembly if they are not
satisfied with his/her perfor-
mance. The recent events in
Bangladesh have amply proved
that lack of accountability of the
government, and lack of democ-
racy within the political parties,
can lead to catastrophe. That
was averted at the eleventh hour
through the proclamation of a
state of emergency in the coun-
try.

The question to be asked is
how we reached a state of nihil-
ism, understood through
Nietzsche's explanation of
devaluation of highest values
due to secularisation of society.
The events of the recent past
have shown that our politicians

had put their trust in the ethic of
absolute end, i.e. the end justi-
fies the means, condemning the
society to political and moral
impotence. In our case, nihilism
resulted from conscious rejec-
tion of moral values.

The task of basing our society
on moral principles, not those
grounded in any particular reli-
gion or sectarian belief but the
ones people have believed from
time immemorial, will not be
easy. Given the fact that to
accelerate our economic devel-
opment a degree of capital
accumulation would be neces-
sary, which may not necessarily
be done through legal ways
(Joseph Kennedy's accumula-
tion of wealth during the
Prohibition period in the US
readily comes to mind), may
give rise to contradiction
between strict observation of the
laws and the necessity of capital
accumulation for furtherance of
economic development.

The description, by Yeves
Menay (La Corruption de la

Republique), of corruption as:
(1) violation of social rules and
norms, (2) secret exchange
among political, social and
economic markets, (3) illegal
access given to individuals and
groups to the process of political
and administrative decision
making, and (4) resultant tangi-
ble benefits to the parties
involved in the transaction, is
essentially correct.

In effect, corruption estab-
lishes clientalist relations
between the government and
the economic elite, to the exclu-
sion of Amartya Sen's conten-
tion that developmentis a funda-
mental right of all people living in
a society.

One must, however, accept
the fact that all men are not born
equal and, as in Marxian termi-
nology, poverty stricken people
have nothing to sell but them-
selves, as opposed to the wealth
of the few that increases con-
stantly; the fundamental prem-
ise remains that in a free market
economy there would be
employers and employees who
are expected to have fair con-
tractual relations.

In this equation the govern-
ment would have a prominent
regulatory role, to keep in check
the insatiable thirst of the capi-
talists to make as much profit as
possible. Even if Francis
Fukuyama's "end of history" in
terms of socio-political evolution
has not yet been reached, the

defeat of communist ideology
and incessant globalization
have put countries like
Bangladesh, a chronicle of
underdevelopment at best of
times, in a situation where the
country with built-in disadvan-
tages has to compete with oth-
ers who are already far better
placed thanitis.

Therefore, we have to weigh
carefully the advantages and
disadvantages of practicing
liberal democracy, which has
effectively meant "missing peo-
ple" after the elections are over
in Bangladesh, vis-a-vis a trans-
parent and accountable democ-
racy under the eyes of regula-
tory institutions that would call
the aberrant to account when-
ever corruptive and collusive
faults beyond the threshold of
tolerance are detected.

Indeed, there are gaps in
such a road map because of the
inherent contradiction between
growth and egalitarian distribu-
tion of social goods. But when
hard choices have to be made,
one has to concede in some
areas to gain in other areas.
Only Bangladeshis, and
Bangladeshis alone, should
make the choices, as these
would not only affect their future
but the future of the coming
generations as well.

Kazi Anwarul Masud is a former Secretary and
Ambassador.

Democratic experiment in Palestine collapses
I\‘//

For the West and Israel nothing couﬁ\ﬁ

be more gratifying than the current

situation in Palestine. Israel is free of worries. The fratricide between Fatah
and Hamas has left a gaping wound, which Israel will exploit to its advantage.
It will never allow the two factions to unite. It can handle the ineffective
Qassam rockets with impunity with guided missile attacks against Hamas
"terrorists" in Gaza --and the first likely target could be Ismail Haniyeh.

MAHMOOD HASAN

HE Second Palestinian
Intifada has yet to come
fullcircle.The recent

bloody civil-war-like violence in
Gaza between the Hamas and
Fatah supporters has com-
pletely shattered the democratic
experimentin Palestine.

Since the Palestinian
Legislative Council (PLC) elec-
tions in January 2006 the two
factions have been at odds with
each other. While the "unity"
government was dominated by

Hamas --- the "Preventive
Security Force" (PSF) was
under the control of Fatah's

Mohammed Dahlan, the
Security Chief of Mahmoud
Abbas. The body (Hamas) was
not in control of the arm (PSF).
It was a classic recipe for disas-
ter.

Weeks of unrest for suprem-
acy between Hamas and Fatah
and brutal bloodletting in Gaza
have left scores dead and hun-
dreds injured. Gaza is now
under full control of Hamas --
law and order restored. Fatahis

in charge of the West Bank,
where Palestinian President
Mahmoud Abbas has his
Headquarters in Ramallah.
When Hamas overran Fatah
strongholds in Gaza on June 15,
Abbas dismissed the Hamas
dominated Palestinian Authority,
led by Ismail Haniyeh. A state of
emergency was also declared in
Gaza and the West Bank.
Mahmoud Abbas appointed
Western educated Dr. Salam
Fayyad as the prime minister of
the emergency government.

The invisible and visible
hands, which are engaged in the
Middle East puppet show have
been laid bare. Hamas, a Sunni
militant group, draws its support
from Shia Iran, the Lebanese
Hezbollah, Syria and the Muslim
Brotherhood spread across the
entire region. Fatah, the moder-
ate Sunni group, gets direct
backing from neighbouring
Egypt and Jordan, as also from
Saudi Arabia and the Gulf States
--- all close allies of the US.

The capitulation of Mahmoud
Abbas under pressure from the
West has effectively terminated

the democratic experiment in
Palestine. Not because Hamas
has failed, but because it was
not allowed to function. The
Palestinians do indeed value
democracy and demonstrated in
January 2006 that they too can
conduct free and fair elections,
under the hawkish eyes of inter-
national observers. But once the
election results were announced
the West turned its back, reject-
ing the legally constituted
Palestinian Government led by
Hamas. Hamas is accused of
being a "terrorist" outfit and
every possible sanction and
embargo were piled on it so that
it capitulates and disintegrates.
The Zionist design was to
fragment the Palestinian move-
ment into several factions, pitch
one against the other -- instigate
a power struggle and weaken
the movement to such an extent
that it cannot articulate its
demands forcefully. That goal
has been achieved by the
Zionists. Gazans, completely
deprived of all minimum basic
needs of life, may now be forced
to think twice on the idea of an

independent Palestine. The
Zionist "divide and rule" policy
has come into full play in the
occupied areas of Palestine.

The Sharm el Sheik Summit
of the four leaders on June 25 --
Hosni Mubarak (Egypt), King
Abdullah Il (Jordan), Ehud
Olmert (Israel) and Mahmoud
Abbas (Palestinian Authority) --
was clearly designed to bolster
Mahmoud Abbas. The release of
Palestinian tax funds by Israel --
some $600 million -- for
Mahmoud Abbas is a clear evi-
dence of that policy. The funds
were frozen by Israel when
Hamas won the PLC elections in
January 2006. The West has
already recognized the Fayyad
government and has pledged all
support to him. Ismail Haniyeh is
in the doghouse -- at least for
now.

Palestinians in Gaza feel that
Abbas has betrayed the
Palestinian cause. Haniyeh
reacted angrily to the release of
funds to Abbas saying that the
money belonged to all
Palestinians and not just those
in the West Bank. He castigated
the Summit saying that only
resistance shall achieve the
Palestinian nation. The question
is whether Abbas will be able to
re-establish control and spend
the money in Gaza. Gaza, now
known as an open-air-prison, is
in a critically desperate situa-
tion. To discredit Hamas,
Abbas may be tempted to spend

a trickle and teach the Gazans a
lesson for supporting Hamas.

The fear is that Gazans may
continue to cling to Hamas by
suffering more miseries and
make a complete break with
Ramallah, the Headquarters of
Mahmoud Abbas. Iran has
already announced its readi-
ness to help Hamas with funds
necessary to ease the sufferings
of Gazans. Two leaders with
two geographical areas under
their respective control -- that
could be the end of the
Palestinian national movement.

The Sharm Summit was not
designed to talk about the future
of Palestine or the Road Map. It
has achieved nothing except the
open Israeli support for Abbas.
The Palestinian movement
seems to have lost its sense of
direction. Important questions
like whether the PA represents
the aspirations of the
Palestinians and can carry their
people towards their cherished
goal of nationhood loom larger
than ever. The reason why
Palestinians have clung to
Hamas is because of their disil-
lusionment with the Palestinian
Authority.

For the West and Israel noth-
ing could be more gratifying than
the current situation in
Palestine. Israel is free of wor-
ries. The fratricide between
Fatah and Hamas has left a
gaping wound, which Israel will
exploit to its advantage. It will

never allow the two factions to
unite. It can handle the ineffec-
tive Qassam rockets with impu-
nity with guided missile attacks
against Hamas "terrorists” in
Gaza -- and the first likely target
could be Ismail Haniyeh. Driven
into a corner Hamas may be
forced to launch attacks on
Israel, which in turn shall invite
Israeli incursions into Gaza
leading to the destruction of
Hamas.

What is distressing is that the
great Arab League, which was
created in 1945 to resolve the
Palestinian issue, sits on the
sidelines issuing useless state-
ments of intentions and not
getting the Arab countries
together to act for a just and
durable settlement of the crisis.

Peace in the Middle East can
only be achieved when the West
and Israel start treating
Palestinians as human beings
and not as clay birds for shoot-
ing. The dirty policies of the
West have left the Palestinians
bitterly divided. A divided peo-
ple can never achieve anything -
- certainly not nationhood. After
sixty years of bloody sacrifice
the Palestinians seem to be at
the same square where they
began. Abbas and Haniyeh
shall do well to bear in mind the
old adage: "United you stand,
divided you fall."

Mahmood Hasan is a former Ambassador and
Secretary.

The key macr9economic challenges for sustaining growth
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We have emphasised many times tl'{é\inefficiencies of fuel and electricity

subsidies and the fact that a large share of the benefits of such policies
goes to higher income groups. A rational pricing policy supported by
government spending on social safety net programs for low income
groups would be a more efficient, equitable, and sustainable policy.

THOMAS RUMBAUGH

has sustained high growth

and achieved notable prog-
ress reducing poverty and
moving toward many of the UN
Millennium Development Goals.
An important factor in this
achievement was a rapid expan-
sion of trade, reflecting closer
economic integration with other
countries in the region and
around the world. These are
important achievements.

The challenge now for
Bangladesh will be to sustain
economic growth and poverty
reduction. To do so, important
constraints on good economic
performance will have to be
addressed to make further prog-
ress a reality. This would include
significantly enhancing govern-

I N recent years, Bangladesh

ment revenue performance;
improving public financial man-
agement; controlling inflation;
addressing human resource and
infrastructure constraints; and
improving overall governance.

The IMF has worked closely
with the Bangladesh govern-
ment to help bring about the
significant economic achieve-
ments of recent years. The
government's economic reforms
over the last four years were
supported by the IMF's Poverty
Reduction and Growth Facility,
which disbursed about $475
million in assistance during the
period. The IMF has also pro-
vided Bangladesh with exten-
sive technical assistance and
policy advice.

Economic prospects and
challenges were discussed last
week in Washington by the IMF

executive board, which repre-
sents all 185 of the Fund's mem-
ber countries (the Public
Information Notice on that meet-
ing can be found at
www.imf.org). This is part of the
IMF's regular review of the eco-
nomic performance of all of its
members. For Bangladesh, the
Board applauded the mainte-
nance of macroeconomic stabil-
ity with strong growth and high-
lighted the shift to a flexible
exchange rate regime in 2003 as
a key ingredient to this success.
However, the board also noted
many critical issues that will
need to be addressed to carry
this success forward and further
reduce the still high poverty rate.
I will highlight here three of the

important macroeconomic
issues.
First, government revenue

collection is among the lowest in
the world. To support the need
for better government services
and more infrastructure invest-
ment, as well as to offset the
impact of needed reductions in
import tariffs and charges,
domestic revenue collection will
need to be significantly
increased. Low revenue reflects
a number of deep-rooted prob-
lems in both tax administration
and policy. For example, the tax
system is riddled with exemp-
tions and incentives. This, com-
bined with weak overall adminis-
tration, leads to a tax base that
is too narrow with weak compli-
ance and enforcement. Many
individuals and companies fail to
make adequate contributions to
the government's revenue
efforts.

We believe that this issue can
only be addressed through a
fundamental reform effort that
would include: (1) building on
the success of the income tax
large taxpayers unit (LTU) by
strengthening the value-added
tax LTU and merging the two
units to improve coordination
and overall effectiveness; and

(2) undertaking a comprehen-
sive update of income tax and
VAT legislation to broaden the
tax base.

Second, there is a need for
further improvement in public
financial management. This is,
of course, one of the most
important areas of governance.
The government has recently
taken important steps in this
regard, including revisions to
public procurement regulations,
and improvements in fiscal
transparency by reflecting
losses of state-owned enter-
prises (SOEs) directly in the
budget. There is much more to
be done, both with respect to the
management of public funds, as
well as in budget formulation
and reporting on budget imple-
mentation.

Despite recent efforts, the
fiscal performance of key SOEs
continues to undermine the
government's financial position.
Increases in fuel and electricity
prices have helped to reduced
SOE losses, but more adjust-
ments will be required to bring
domestic prices in line with the
realities of the international

market.

We have emphasised many
times the inefficiencies of fuel
and electricity subsidies and the
fact that a large share of the
benefits of such policies goes to
higher income groups. Arational
pricing policy supported by
government spending on social
safety net programs for low
income groups would be a more
efficient, equitable, and sustain-
able policy.

Finally, we continue to believe
that the people of Bangladesh
are not getting sufficient bene-
fits from the use of their domes-
tic natural gas. Charging a price
that is closer to the international
value would encourage more
efficient use, provide a source of
royalty revenue to the govern-
ment to finance social services
and basic infrastructure, and be
fairer to future generations.

Third, there remains a need
for stronger monetary policy
action to counter inflation, which
tends to harm the poor more
than others. Improvements in
the institutional framework of
monetary policy, including
reforms in government debt

management, will contribute to
the development of a deeper
market for government securi-
ties and support overall financial
market development. However,
there is a need for a stronger
policy response. Government
efforts to address disruptions to
the supply of basic commodities
can play a role, but need to be
supported by a tighter monetary
policy to reduce high rates of
growth in credit and the money
supply. The rapid pace of lend-
ing by some of the domestic
private banks could also lead to
more nonperforming loans in the
future, underscoring the impor-
tance of continuing to
strengthen Bangladesh Bank
regulation and prudential over-
sight. The efficiency and viability
of the financial sector will also
be enhanced by the continued
restructuring and divestment of
the nationalized commercial
banks.

IMF technical assistance,
which is provided on a grant
basis, has been important for
supporting reform in the foreign
exchange market, developing
the institutional framework for

monetary policy, and supporting
central bank internal operations.
This assistance is continuing
and the IMF is willing to expand
assistance to help achieve
fundamental reform of revenue
policy and administration.

Addressing the macroeco-
nomic priorities outlined above
will go a long way toward provid-
ing an environment conducive to
addressing broader structural
issues critical for sustained
development. These include
infrastructure constraints,
human resource needs, and
improving overall governance.
The challenges of development
are significant, but they certainly
are not insurmountable.
Ultimately, it is up to the
Bangladesh government to
decide how the IMF can best
assist with its development
effort. We are ready to respond
accordingly.

Thomas Rumbaugh is Advisor in the Asia and
Pacific Department of the International Monetary
Fund.
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