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Protect marginal
poultry farmers

Exploitation by big companies
increasingly cornering marginal
farmers

The poultry industry is one of the most important sectors
in Bangladesh, providing employment and food to millions
of people. However, behind this story lies a grim reality of
exploitation faced by the small and marginal poultry farmers.
According to a recent report, these farmers often find their
production costs to be higher than the market price, forcing
them to incur losses. It happens because they have to buy
one-day-old chicks and poultry feed from large farms, who
can easily hike the costs of these products with the help of
middlemen and syndicates while manipulating the market
price to increase their profit. In the absence of effective
regulation, marginal farmers have no choice but to fall into
line with the big companies.

According to an estimate by the Bangladesh Poultry
Association, the current situation has driven nearly two-thirds
of marginal farmers out of business. There were nearly 1.6 lakh
marginal farmersin the country. Of them, only 60,000-65,000
are now in business. More worryingly, this situation has made
sure that broiler prices remain consistently high, increasingly
taking what many consider to be the “poor man’s protein” out
of the reach of the poor. A by-product of the high production
cost has been the rise of contract farming, an exploitative
model of business that reduces production costs for farmers
but takes away their autonomy and bargaining power.

The whole system, from our vantage point, appears to be
rigged for the big firms - and against the small entrepreneurs
and farmers. And so long as the former have control over the
supply/production of chicks and poultry feed, production
costs for the marginal farmers will continue to be higher and
the broiler market will continue to remain in disarray. This is
totally unacceptable.

The question is, why have the authorities failed to respond
properly to the months-long chaos in the poultry market? We
have frequently urged them to address the exploitation and
manipulation leading to the insanely high prices of broiler and
eggs, Lo litte effect so far. Only blaming the volatile trends in
the global market is no longer convincing enough. True, some
effects of the ongoing global/local crises on production costs,
and consequently broiler prices, are to be expected. But not
to the extent that is presently seen. This calls for strong and
judicious interventions from the government which must rein
in the powerful market manipulators and extend support to
the struggling marginal farmers.

Irequent outages
must be checked

WB recommendations on
power sector should be followed

properly

It is quite concerning to learn that Bangladesh loses around
$3.3 billion a year - or 1.5 percent of its GDP - because of
unreliable power supply to homes, offices, and factories,
according to a World Bank report. It was also revealed that
our “power generation asset utilisation remains low, below 50
percent, due to fuel shortages, poor dispatch, and transmission
constraints.” These findings come at a time when the country
has been experiencing a renewed bout of power outages amid
a scorching summer, increasing people’s suffering.

Itis no secret that the power sector has long been a victim of
poor decisions, irregularities, and lack of accountability. This
was aptly manifested when Bangladesh started experiencing
frequent outages last year shortly after the government’s
announcement of achieving 100 percent electricity coverage.
It can be argued that its power policy was flawed from the very
beginning. To achieve self-sufficiency in power, it decided to
build fossil-fuel-fired power plants, and gave permission to
set up quick rental power plants, without considering their
economic viability or environmental impacts. It also failed to
ensure the fuel support that would be needed to run these
plants.

The result is: about one-third of our total power generation
capacity remains unutilised, mostly due to fuel shortages and
maintenance-related issues. Despite this, as per a recent study,
the 12 worst performing plants, which stayed out of operation
or faced technical difficulties for the longest time, were paid
Tk 2,336 crore in capacity charges last year. This is totally
unacceptable.

One may recall that one of the preconditions for the WB’s
$500 million loan to Bangladesh was — no capacity payment
for rental power plants seeking contract renewal. Reportedly,
the government complied with it. The WB also made some
policy recommendations such as amending the Energy
Efficiency and Conservation Rules with provisions for annual
energy consumption reports, periodic energy audits, and
capacity development. We urge the government to follow these
suggestions properly, and start building a sustainable energy
sector through utilising clean energy sources such as solar
power.
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Do something about the overhead
cables

The other day as I was making my way through Mohammadpur,
I noticed that a huge number of overhead cables were hanging
dangerously low. Not only are these cables an eyesore, they are
also quite risky. During storms, heavy gusts can damage these
cables and can result in serious injuries or electrocution of an
unsuspecting pedestrian. In 2021, the Dhaka Power Distribution
Company Ltd (DPDC) finalised details of a project that planned
to take 90 km of overhead cables underground. Why is it taking
so long? I urge the authorities to speed up this process.

Sultan Mahmud, Lalmatia, Dhaka

ILLUSTRATION: REHNUMA PROSHOON

‘Will the budget be made to satisty
the people or the vested groups?’

Dr Hossain Zillur Rahman, executive chairman of the Power and Participation Research
Centre (PPRC), discusses the upcoming national budget for the 2023-24 fiscal year with
Eresh Omar Jamal of The Daily Star.

During the last budgetary
preparations, it was understood
that it had to be a budget that
addressed certain economic crises.
What vype of a budget does the
upcoming one have to be?

Last year’s budget was mostly related
to the post-Covid crisis. This year, the
nature of the crisis is very different,
particularly given the volatility of the
macroeconomic indicators that has
added a whole new dimension to the
crisis. Compared to last year, budget
makers are having to design the budget
from a much more vulnerable and
weakened position.

In addressing the crisis, the
government appears to have adopted
an extreme short-termism mindset.
Policymakers saw reserves falling at the
beginning of the year. In the backdrop
of the Sri Lankan crisis, it consumed
their entire attention. So, they made
protecting the reserves their single-
minded economic objective. They did
this by virtually collapsing imports, and
thereby brought one form of stability,
but in the process essentially collapsed
the growth process. Many growth
indicators show this. For example, there
has been a drastic fall in letter-of-credit
(LC) openings. This growth process
may have been protected if exports
and remittances maintained some
robustness, which they didn’t.

You need imports even for exports
~ capital machinery imports and
intermediary  products that are
required to produce export materials.
So, the extreme short-termism mindset
of protecting reserves has led to a total
collapse in the growth process, which in
turn has made revenue generation very
uncertain.

So, I see two types of crises. One is
the crisis for the people - for example,
the cost of living crisis which is
getting more and more dire by the
day. But the other one is the crisis for
the policymakers, because they are
having to make the budget in a very
uncertain resource availability scenario.
For them, resource availability is a
significant concern. But instead of any
transparency on these realities, budget
makers are indulging in make-belief
targets such as the seven-plus percent
growth target, which has little bearing
with current economic fundamentals.

Since the economy is facing extreme
challenges in terms of growth, resource
availability and expenditure efficiency,
the triangle of these processes need
to be transparent. So, my biggest
expectation from this budget would
be (ransparency, because I see a
massive absence of transparency both
in terms of target setting and actual
resource availability situation in which
the planning is done. The need for
transparency is not just a governance
goal. It has become an economic
necessity.

This has become critical for the
economy, for meeting the IMF's
conditions and for business-people,
and also for the common people who
are having to adjust their daily lives.
After seeing last year’s budget, you
said addressing inequality doesn’t
seem to be a big priority for the
government. At a recent dialogue
organised by Citizen’s Platform
Jor SDGS, speakers said that the
government should adjust economic

reforms, required as per the IMF
loan conditions, in a way that
reins in inequality. What does the
government need to do differently
with the upcoming budget?

The problem here is with the mindset.
If you look at the conversations of
the policymakers, they are not seeing
inequality as a problem. So, I have to
repeat here what I said last year on this
issue. Now all the ruling party members,
and even the district-level ones, have
become experts in the “Kuznets curve,”
which correlates growth and inequality
trends and seems (o suggest that in the
initial stages of growth, inequality rises.
Policymakers and the ruling group
are essentially buying into the idea of
and propagating the inevitability of
inequality. However, if you look at the
global experiences, the story is so much
more complex and varies between
country contexts.

What is driving inequality in
Bangladesh? Is it only a matter
of  inadequate  social
protection allocations
in the budget? This
certainly is a factor,
but an equally
compelling
inequality driver
is the specific
nature of the
growth strategy
pursued over
the preceding
decade. This has

seen the growth
process becoming
increasingly  unfriendly

to both employment and

poverty reduction. When the PPRC
and BIGD survey first cautioned about
an emerging problem of the “new
poor” in 2021, official circles refused to
accept the issue. Now the government
think tank is bringing forth the gravity
of the same problem. The recently
published Household Income and
Expenditure Survey (HIES), 2022 is
signalling both a decline in industrial
and urban employment and a rise
towards extreme income inequality —
the top five percent’s share of income
is now 27.82 percent. So, the sources of
inequality have to become a part of the
discussion.

Some of the IMF conditions - raising
power Larifl, for example - could make
life harder for the common people. But
if we look at the main sources of the
inequality, we will see that the nature of
our growth strategy is such that we are
essentially lavishing resources and also
policy attention to a small minority at
the top, and the millions of economic
actors in the middle and below are not
getting the policy supportandresources
they need. So, we need to really open
up the discussion on the specifics
of the growth strategy embraced by
the current policymakers. Strikingly
enough, when LDC graduation is being
touted as around the corner, we are
fixated on “cheap labour” as our main
growth strategy selling point.

Secondly, there needs to be a
reorientation of public expenditure.
Public expenditure efliciency itself
is a way (o address inequality. Take
the healthcare sector for example.
Funds are being spent in the sector,
but in terms of its actual impact on
healthcare, there is a huge gap. These

Dr Hossain Zillur Rahmn
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things also lead to increased
inequality.
Thirdly, when it
comes (o resource
allocation,  there
needs (o be intra-
group equity. The
government has
recently brought
up the issue
of increasing
benefits for
government
employees. During a
crisis, other countries
come in support of their
citizens. Here, we see the
opposite happening, with daily
costs such as transport fares, etc rising
for the people, while the government
remains preoccupied in its concerns
with other groups.
At the same programme, the
planning minister admitted that
the poor are being deprived due
to “procedural reasons” and
government  allocations  don’t
always reach them. Is there any
way to improve the government’s
procedure to ensure the allocation
reaches them?

“Procedural reasons” is basically a
fancy term for corruption and decision
inactions. I we take the education
sector for an example, and look at the
learning loss that happened during
Covid, there needs to be a big budgetary
support to make up for this loss.
Primary healthcare requires a much
bigger attention from this budget,
particularly for urban areas. Transport
costs, which is a very important part
of daily life for people, is hostage to
entrenched vested groups. By reducing
corruption, leakages and the hold of
inefficient vested groups, these costs
can be brought down and the shortage
of investment can be somewhat made
up, and the quality of investment can
also be improved.

There has been a lot of talk about
bringing in some tax reforms. What
changes should the government
make to improve its poor tax-
GDP ratio, while also reducing
inequality?

Improving the tax-GDP ratio while
reducing inequality is a laudable
goal. There may be minor steps such

as raising the personal income tax
threshold. But the most important
aspect of tax reform is that the political
government is not able to stand up
to the bureaucratic implementers.
Their bureaucratic hold through
the procedural complexity that the
planning minister mentioned is the
bigger problem.

When I speak to people, I hear them
say all the time that they want to pay
tax. But the bureaucratic mindset
which, for example, allows the National
Board of Revenue (NBR) to pass
statutory regulatory orders (SRO) even
after the budget is passed, to issue new
orders that completely counteract the
nice things mentioned in the budget,
complicates things. So, when it comes
to the issue of tax reforms, the political
government is basically not able to really
get rid of the bureaucrats’ lethargy and
inertia and lack of transparency. The
bureaucrats essentially want to retain
a capacity (o rewrite rules at every
point of time, and worse, not provide
decisive actions where they are needed.
The government has been touting 100
economic zones as a centrepiece of its
growth strategy. Some have been set
up, but how many of those have taken
off? I was speaking to an entrepreneur
on this the other day, who expressed
their extreme frustration at not getting
approval and process “decisions” where
urgently needed. So even though
these zones have been pushed by the
government, we now see some of them
going into the cold freezer.

Arrested growth momentum, and
the lack of employment creation due
to it, itself is the big barrier to reducing
inequality. Occupying the policy chair
without providing the needed decisions
and policy support completely
demoralises the entrepreneur spirit. If
this can be addressed, it will go a long
way in addressing the inequality issue.
What you said is interesting,
because the planning minister also
mentioned that many vested groups
have gotten themselves in an
advantageous position for a long
time, and taking action against
them might put the government
in trouble. Ultimately, who should
the government look to please with
its budgetary policies — ordinary
people or vested groups, keeping in
mind the upcoming election?

I give credit to the planning minister
for his honest statement. The thing
is, these vested groups are within
the bureaucracy, within the political
decision-making process, and even
within the private sector. These vested
groups always promote narrow, self
serving policy positions. Just look at
how the banks and financial sector are
being run.

Now the question is: will the budget
be made to satisfy the people or the
vested groups? There are intelligent
ways the government can benefit the
people, without allowing the vested
groups to cause problems. An election
year is the perfect time to show political
courage. To show people that political
leaders have the courage to bring
people on board in their mission to fulfil
all the big development visions that
they constantly talk about. So, political
economy may be a bigger challenge for
the budget than narrowly understood
€CONOMICS.
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