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Besides these, Bangladesh has some
weaknesses in employment generation
(Goal 1, Target 1.B) and malnutrition
(Goal 1, Target 1.C). These observa-
tions were brought up at a press brief-
ing on 'Southern Voice on Post-MDG-
Dhaka Expert Group Meeting' organ-
ised at the CPD auditorium in Dhaka
in January 2013 (The Financial Express,
2013)

[ would like to mention that we
have challenges before us. We have to
reduce the percentage of poor to 29%
by 2015; we have to reduce maternal
mortality rate to 139, child mortality
to 31 and enrolment to primary school
to 100% by 2015. The gap is more
evident in the nutritional outcome of
the MDGs. The poor in Bangladesh
still suffer from nutritional deficiency,
which can be improved by increasing
the entitlement capacity of the poor to
have a balanced diet. I shall not go
into the various challenges and caveats
we face, but I will single out one of the
most important challenges, which is
"institutional challenges". Impact of
various efforts for improving the
socio-economic conditions of the
poor in the developing countries can
be maximised through proper man-
agement and implementation of
development projects. Effective project
management and implementation are
also crucial for sustainable develop-
ment. Institutions, which encompass
entities at the local level, community
level, national level, and project man-
agement units, are integral parts of
project management and implementa-
tion. However, despite strong state-
ments and rhetoric about the essential
role of institutions, and the realisation
of its potential contribution in devel-
opment efforts, the issues of institu-
tions have received relatively little

attention by policy makers, planners
and implementers of development
projects.

CHALLENGES

Political instability

The main challenge is the prolongation
and intensification of political turmoil.
This affects the economy in both the
short and medium terms. The lack of
political stability results in a lack of
good governance, transparency and

Reform measures

Reforms in the financial sector, public
enterprise and regulatory bodies should
be carried out.

Growth rates

Average annual GDP growth rate needs
to be increased to 7.5% to 8% in order

for Bangladesh to reach middle-
income status by 2021. For this, we
require: (a) Investment to be increased
to 32% from the current 26-27% of

accountability in the public and private
sectors. The political turmoil of late
2013 and early 2015 has resulted in
economic losses. Different estimates of
GDP foregone range from 0.55% to
1.1% of GDP.

Lack of good governance

Corruption, nepotism, and political
interference in economic activities
result in inefficiencies, wastage of pub-
lic fund and lower rate of growth,
employment and poverty reduction.
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GDP; (b) Increased employment; (c)
Increased quality of education and
training; (d) Increased total factor
productivity (TFP); (e) Increased
export diversification; and (f)
Introduction of improved technologies
in all sectors.

Mitigating adverse impact of climate
change

Bangladesh is vulnerable to environ-
mental risks and climate change, which
must be addressed properly.
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Improved human welfare

While growth is necessary, attention to
distributional aspects of income and
assets among the people has to be
addressed as well. This aspect coupled
with higher allocation of resources to
education, health, and social welfare
will result in increased human welfare.
RISK FACTORS

In the backdrop of gradual international
integration, it will be important for
policy makers to monitor external factors
since any external instability can easily
be transmitted into the internal econ-
omy. The risk factors for the Bangladeshi
economy include the following.

e Insufficient infrastructure, i.e,,
insufficient public capital, mainly
insufficient investment, in power gener-
ation could be a major threat for
growth;

e Constraints in domestic revenue
mobilisation with continuing depend-
ence on international trade tax, with
direct tax collection increasing at a pace
that is slower than the domestic Value
Added Tax (VAT);

e Low degree of monetisation hin-
ders normal flourishing of the equity
market. A shallow equity market is
subject to easy manipulation. Low level
of financial development is also charac-
terised by the absence of effective bond
and insurance markets;

e Slow pace of complementary
reforms to ensure improvement of
environment for private investment
including FDI; improvement of gover-
nance in public infrastructural facilities
and utilities; regulatory framework for
capital and debt market; contract
enforcement through judicial process;
and transparency in public expenditure;

e Lack of human capital with ade-
quate technical or vocational education;

e Constraints in the opportunities of
investment by non-resident
Bangladeshis in productive sectors.
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Within this context, faster GDP
growth consistent with poverty reduc-
tion goals can be met if first, the efficacy
and quality of regulatory bodies like
Bangladesh Bank, Bangladesh Securities
Exchange Commission, Bangladesh
Telecommunication Regulatory
Commission, and Bangladesh Energy
Regulatory Commission advance signifi-
cantly. Second, if the efficiency of gov-
ernment bodies like Planning
Commission, Tariff Commission, and
Bangladesh Bureau of Statistics,
Implementation Monitoring and
Evaluation Division of the Planning
Ministry enhances considerably. Third,
if the agencies responsible for promo-
tion of business like the Board of
[nvestment (BOI) and Export
Promotion Bureau become more
dynamic and pro-business. Fourth, if the
bodies representing business interests
like the Federation of Bangladesh
Chambers of Commerce & Industry, and
Bangladesh Garments Manufactures and
Exporters’ Association work in tandem
with the government for sustainable and
equitable development to ensure benefits
of development to the poor and disad-
vantaged. Last but not the least, if and
only if good governance with adequate
transparency and accountability in both
the public and private sectors is ensured.

To address these issues appropriate
macro-policies, especially fiscal, mone-
tary and trade policies combined with a
set of heterodox policies, backed by
political will and political stability
(with democratic norms, rule of law
and good governance), are necessary to
enable the Bangladeshi economy to
grow at an accelerated rate in the
medium term and pave the way for
Bangladesh to become a "success story”
of overall development.

The writer is Former Governor, Bangladesh Bank
(Central Bank). He is also a Professor at BRAC
Business School, Dhaka, Bangladesh

*Conditions apply

Build your dream home
With us by your side

BRAC Bank Home Loan
As low as 9.5% interest rate

Fastest loan processing

Minimal paperwork

Call 16221 or visit your nearest BRAC Bank Branch
www.bracbank.com

P BRAC BANK

\NS \9Ne




