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Consumers always 
the punching bag
Address mismanagement before 

raising electricity prices
In the midst of the worst cost-of-living crisis in over a decade, 
the Bangladesh Energy Regulatory Commission (BERC) has 
decided to raise the bulk electricity price by a whopping 
19.92 percent, signalling the beginning of another bout of 
inflation in the country. From next month, the six state-owned 
distributor companies will have to purchase electricity from 
the Bangladesh Power Development Board (BPDB) at Tk 6.20 
per kilowatt hour (kWh), up from Tk 5.17 at present. 

What does this mean for end consumers, who are already 
drowning in an increasingly harsh economic landscape where 
the cost of every essential item has increased manifold since 
the beginning of the year? More misery in the coming days, to 
be sure, despite assurances from the state minister for power, 
energy and mineral resources that retail electricity prices will 
not increase now. But in what alternate reality can we expect 
distribution companies to absorb the rise in cost themselves 
and look out for the best interests of consumers when the 
government itself won’t do the same? In fact, the distribution 
companies have already submitted their proposals for a price 
hike to BERC, and it’s only a matter of time before the burden is 
passed down to the consumer. 

This year has witnessed the ruthless return of loadshedding, 
with power outages taking place as often as eight to ten 
times a day, thanks to years of misguided energy policies 
that prioritised the interests of a few powerful blocs over the 
people. Although loadshedding has decreased now as a result 
of cooler weather, it will inevitably return with a vengeance as 
summer rolls in next year, especially if the gas crisis persists 
and LNG prices continue to be high in the global market. The 
government, unfortunately, is yet to present a viable and cost-
effective alternative to get the country out of the energy crisis. 

What makes the decision to hike electricity prices all the 
more upsetting and unjustifiable is the callous refusal of 
the government to rectify the widespread irregularities and 
mismanagement plaguing the power sector. More than 50 
percent of BPDB’s operating expenses go towards paying 
capacity charges to independent power producers and for quick 
rentals to sit idle, of which an overwhelming majority goes to 
just 12 firms. Despite widespread criticism of the absurdity of 
paying approximately Tk 90,000 crore as capacity charges over 
the past 11 years, we have not received any convincing answers 
from the government as to why they took this decision, nor 
whether they will end the contracts anytime soon. 

Meanwhile, according to a recent study, the BPDB purchased 
electricity from some power plants at a 25 percent higher price, 
while the leasing of government land in the form of subsidies to 
some plants led to a 15 percent rise in power prices. Why should 
the people be asked to pay for these collusive and corrupt 
decisions, which are driving the price of electricity upwards? 

The irregularities and lack of accountability in the power 
sector – and energy sector at large – needs to be addressed first 
before any demands can be made on consumers to pay higher 
prices. It’s time for policymakers and state institutions to 
abandon their reckless energy policies and remind themselves 
who they are bound to serve: the people. 

Will our footpaths 
finally be free?
Improving Dhaka’s walkability will 

be a long journey
An obvious symptom which tells us that our cities, especially 
the capital, have been unsustainably urbanised is our footpaths 
– and often the lack thereof. As such, we welcome the High 
Court’s directive towards relevant government authorities to 
stop “leasing” footpaths in Dhaka within seven days and to 
take legal action against offenders, as reported by this daily on 
Monday. The HC ordered the government to constitute a five-
member high-powered committee to identify those leasing 
out footpaths and submit a list of their names to the court in 
60 days. We also appreciate the HC’s issuing of a rule asking 
the officials concerned to explain in four weeks why their 
inaction to stop “selling and leasing” footpaths should not be 
declared illegal.

Footpaths being occupied by vendors and other structures 
has been a longstanding issue in the capital, with corrupt 
groups (often politically influential locals) making a business 
out of renting out these public spaces. To be able to identify 
the culprits and bring them to book will set a much-needed 
example of accountability for all city authorities. Certainly, the 
small businesses which thrive thanks to these footpaths also 
need to be integrated into our city through conscious planning 
(as many citizens rely on them for their necessary purchases, 
too), but taking up walkways is not the way to go. 

However, it is not only informal businesses that our 
footpaths need to be freed of in order for pedestrians to 
actually be able to use them. Just a week ago, we wrote in this 
column about how the roads and walkways of our major cities 
are littered with open manholes and drains. Some of these have 
been marked with bamboo fences, while others remain open 
for weeks, while citizens often sustain injuries slipping a limb 
or few into these traps. And this is not due to the greed of any 
anonymous influentials. It is the respective city corporations 
of each area and their ward councillors who fail to ensure that 
manholes and drains in the middle of our streets and footpaths 
are properly covered. 

We hope that the HC stepping in and demanding 
accountability from city authorities will jolt the latter into action 
and fix every issue ailing our footpaths, which makes them 
nearly unusable for citizens in many areas. Urbanism experts 
have long told us how, in addition to other areas of our cities 
being improved, authorities must focus on making footpaths 
more walkable. And as much as we appreciate the development 
of better roads and more flyovers to make the generally terrible 
commute within Dhaka city easier for citizens, all this means 
nothing if our capital is also not walkable. 

In a city that is becoming increasingly expensive, and 
where the average vehicle speed is less than 7 km/h, walking 
remains the most feasible option for many people. And as 
public servants, the least our city fathers can do is ensure that 
walkways are not illegally occupied by powerful influentials 
or do not have gaping holes in them that pedestrians could 
easily fall into. 

Dr Mustafizur Rahman, Distinguished Fellow at the Centre for Policy Dialogue (CPD), 
talks to Eresh Omar Jamal of The Daily Star about Bangladesh’s growing current 

account deficit and other economic challenges.

In September, Bangladesh’s current 
account deficit sank further into 
red. What is driving this deficit and 
how worried should we be?

Forex reserves came down from USD 
46.4 billion in June 2021 to USD 41.8 
billion in June 2022, a clear reversal 
of the trends of the past decade. In the 
first quarter of the ongoing fiscal year, 
exports and remittances did post some 
rise, of 14.3 percent and 4.8 percent 
respectively. However, this is not 
adequate to cover the rise in import 
payments by about 11.8 percent, 
amounting to more than USD 2 billion. 
This transmitted a worrying sign for 
the economy.

However, if we consider the first 
four months of the current fiscal 
year, the picture is somewhat mixed. 
In the first two months, exports 
and remittances were rising, but in 
September and October they were 
lower than the previous two months. 
Fears of recession in major markets, 
and the rising gap between formal 
and informal exchange rates, were two 
possible reasons behind this. 

We do not have the actual import 
figure for October 2022 yet, but early 
signs of a fall in import payments are 
already there. The government’s policy 
of reducing imports through import 
bans and raising letter of credit (LC) 
margins, as well as reduced demand 
due to costlier foreign currencies, have 
started to take effect. The dearth of 
foreign currency for opening LCs was 
also a reason, which will be reflected in 
actual import payments in the coming 
days. 

The exchange rate for remittances 
has been revised upward recently. 
More than 1.5 million people have 
gone abroad since January 2021 and 
inflows of remittances are likely to 
go up in the near-term future. It is 
possible that the reserve situation 
will see some improvement over the 
next few months, especially after the 
loans that are being negotiated by the 
government.

However, the burden of imported 
inflation and supply-side implications 
of reduced imports will have adverse 
implications for economic growth and 
welfare, particularly of marginalised 
people. 

Has the government taken 
adequate measures to turn the 
deficit around? What more can 
they do?

When the impacts of the global shock 
started to be felt in the economy, the 
government responded through a 
number of measures. However, the 
actions have been more reactive than 
proactive. 

No one could predict the Russia-
Ukraine war’s impact on global 
prices of fuel, food, fertiliser and 
other commodities. This had led 
to a significant increase in import 
payments, resulting in rising trade 
and current account deficits, which in 
turn resulted in a drawdown in forex 
reserves. However, three factors have 
accentuated the adverse situation. 

Firstly, the taka remained 
appreciated for a long time, which 
undermined the competitive strength 
of exporters and created disincentives 
for remittance senders. Multiple 

exchange rates, which were introduced 
later, proved to be inadequate and 
suffered from lack of coherence and 
predictability.

While the fear of imported inflation 
was not without foundation, gradual 
depreciation over the past few years 
would have helped markets to reach a 
new market equilibrium. Now, we had 
to go for significant depreciation at a 
time when global prices are high. As a 
result, the adverse impacts of imported 
inflation have led to a significant 
undermining of welfare and erosion of 
purchasing power, particularly of low-
income people.

Secondly, the lack of strong steps 
against money laundering, capital 
flight, trade mispricing and operation 
of illegal informal markets have made 
the situation worse. This had adverse 
implications on reserves in particular, 
but also on availability of foreign 
currency in the market in general. We 
have many laws and regulations in 
place, and also institutions such as the 

Financial Intelligence Unit, Transfer 
Pricing Cell, and Anti-Corruption 
Commission. Not only were existing 
laws not enforced; rather wrong signals 
were given when fiscal measures were 
announced in the latest budget to 
entice the repatriation of money taken 
out of the country illegally.

The third relates to reserve 
calculation – an issue the IMF had 
raised some time back. However, no 
clarification was given by the central 
bank when this was first flagged. It 
is not so much a question of dollars 
not being in the system – these were 
used in the worthy causes of export 
development, infrastructure building, 
etc – but about knowing what amount 
will actually be available when there 
is demand, be it for imports, debt 
servicing or other needs. 

Strategic thinking rather than 
fire-fighting should have informed 
exchange rate management in 
particular, and monetary policy 
management in general. Making the 
exchange rate more market aligned, 
enforcement of legal measures against 
capital flight, and evidence-based 
policymaking will be crucial in going 
forward.

Bangladesh recently struck a deal 
with the IMF for loan assistance, 

and is also negotiating with the 
World Bank for a USD 2 billion 
financial support package. How 
much can they help to overcome 
our economic problems?

This will be the 13th time Bangladesh 
is borrowing from the IMF, but the 
first time in the last decade. The IMF’s 
BoP support of USD 4.5 billion, to be 
extended over next three years, is in 
itself not a significant amount, and the 
first instalment of about half a billion 
is expected only in February 2023. 

However, the IMF loan has 
signalling importance. Some of the 
steps that have been discussed, if 
implemented, will help stabilise the 
market, as will additional budgetary 
and targeted support from other 
multilateral organisations. All these 
will hopefully contribute to the 
improvement of the reserve situation 
and, more importantly, help reduce 
the prevailing uncertainties in the 
foreign exchange market.

However, in view of the current 
pace of depletion of reserves, the 
loans in themselves will have limited 
impact. On the other hand, the steps 
being discussed will have demand-
side implications, and to that 
extent is expected to have positive 
impacts also on forex reserves. The 
recommendations and understandings 
will need to be codified in terms of 
quantitative targets and milestones, 
and reflected in the letter of intent 
from Bangladesh, which will set the 
stage for the formal endorsement of 
the IMF loan. 

Many of the issues raised during IMF 
discussions, including banking sector 
reforms, institutional strengthening, 
enforcement of rules and regulations, 
central bank autonomy, raising 
the capacity of the National Board 
of Revenue, enhanced domestic 
resource mobilisation, rationalisation 
of public expenditure, etc are 
necessary towards more effective 
macroeconomic management. 
Bangladesh’s concerned stakeholders, 
economists and experts have been 
drawing attention to these measures 
for a number of years. Ownership of 
the reform agenda and the political 
will to enforce it will be crucial – not 
so much to get the IMF loans but for 

much-needed good governance.
If the foundation of the economy is 

good, resistance to unforeseen shocks 
– pandemic, war, natural disasters – 
will become stronger. Not all countries 
are experiencing the same degree of 
difficulties as Bangladesh is, and not 
many are having to approach the IMF.

Our current economic struggles 
have been primarily attributed to 
external shocks by the government. 
Is that a fair assessment? 

Global shock is a triggering factor, 
but there are a number of underlying 
reasons that accumulated over the 
years and accentuated the adverse 
impacts on the Bangladesh economy. 
Thanks to our steady economic 
growth of recent years, we now have a 
USD 440 billion economy. Economic 
development brought along a new 
generation of challenges in managing 
our middle-income economy. Against 
this backdrop, the economic growth of 
the past cannot be sustained without 
strengthening good governance and 
significantly raising the efficacy of 
concerned institutions.

Take for example the banking 
sector, considered to be a vital nerve-
centre of an economy. Regrettably, not 
only was there a lack of reforms that 
would strengthen the capacity of the 
sector, we have witnessed the reversal 
of measures taken earlier to improve 
the state of governance in the sector. 
The significant rise in default loans, by 
about six times over the last decade and 
a half, and siphoning off of thousands 
of crores of taka from the banking 
system, often through illegal means 
and capital flight, deprived the country 
of investible resources for businesses, 
enterprises and entrepreneurs. 
These had important implications 
for domestic resource mobilisation, 
potential export earnings, and for the 
replenishment of forex reserves. 

The suggestion of setting up a 
Banking Commission to come up 
with concrete recommendations, to be 
implemented in a time-bound manner, 
I think merits serious consideration by 
policymakers, particularly given the 
emergent situation. 

Our response to capital flight 
through illegal channels has been 
muted, to say the least. Our domestic 
resource mobilisation has not kept 
up with our economic growth. On 
the other hand, autonomy of key 
institutions where independence and 
evidence-based policymaking would 
have strengthened the government’s 
hands and bolstered underlying 
macroeconomic soundness suffered 
significant erosion. 

I would venture to say that we 
should take the prevailing challenging 
situation as an opportunity to revisit 
not just our policies, but also the 
process of policymaking. We must 
draw necessary lessons to inform our 
journey forward. IMF borrowing is a 
transitory phenomenon; we will no 
doubt be able to overcome current 
difficulties, but can we meet our 
developmental aspirations? The right 
lessons from the emergent scenario 
must be drawn so that we can avoid the 
middle-income trap experienced by 
many developing countries following 
initial economic success. 

Revisit process of policymaking, 
not just the policies

Dr Mustafizur Rahman, Distinguished Fellow at the Centre for Policy 
Dialogue (CPD). FILE PHOTO: SK ENAMUL HAQ

The government must save the rivers
Saving our rivers should be a responsibility 
of our government when private citizens 
and businesses act callously to pollute 
them. However, it is sad to see that the 
government itself is participating in 
the pollution. The eastern shore of the 
Turag river is gradually filling up with 
industrial and household waste. This 
is happening because of the DNCC’s 
malicious practice of dumping huge 
amounts of waste on the banks of the 
river. Those who should have shouldered 
the responsibility of saving the rivers 
from pollution are themselves polluting 
it. This is completely unacceptable. Rivers 
are living entities and their wellbeing 
should be ensured for our own sake.

Turag is not the only river that is 
heavily polluted. Bangladesh has now 
become the land of dead rivers. Many 

of the major rivers of our country have 
been polluted and shrunk beyond 
recognition. Around 90 percent of 
rivers have been occupied or polluted 
from 2000 to 2020. More than 43 rivers 
have dried up, according to an article 
published in this newspaper. 

It is high time for us to act. We 
cannot simply stand aside and watch as 
our greatest assets slowly wither away. 
Rivers are central to many economic 
activities in our country. They are modes 
of communication and the lifeblood 
of many localities. Our government 
must stop its actions that pollute the 
rivers and take steps to save them from 
pollution and occupation at the earliest. 

Farzana Matin 
Savar 
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