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FOREWORD b

The first draft of the Fourth Five Year Plan was brought out in June 1990, The revised draft of
the Plan was published in October, 1990, After the transition to a democratic Government, ihe
implementation strategies of the plan, with particular reference to human resources development,
was deliberated ypon at length in the Planning Commission and an integrated implementation
matrix for the Plan was prepared. Accordingly, a second revised draft of the Plan was released
on March 14, 1991 the total outlay of the Plan in this draft was Taka 68,900 crores. It may be
mentioned here that the Plan document was not formaily approved by the Government before its
scheduled Iaunching in July 1990, ‘

Subsequently, the Planning Commission once again undertook the arduous 1ask of reviewing the
draft Fourth Five Year Plan in early 1993 to give it an appropriate form in the context of the
policy guidelines of the present Government. A major criticism of the draft Fourth Pian was the
aver-ambitious outlay in the backdrop of widespread fiscal indiscipline of the past years arising
from large increases in the unproductive revenue expenditure and the accompanying shortfall in
internal resource mobilization virtually restdiing in negative revenue siurplus. However, as a
consequence of the restoration of fiscal discipline to a great extent by the present democratic
government, the projection of domestic resources envisaged in the Fourth Plan outlay gradually
began to appear more realistic. The other criticism labelled against the draft Plan related to
implementation bottlenecks and it was argued that consequential delays might not justfy a
sihstantial increase in the public sector outlay. Here also several realistic steps undertaken by
the present Government have led to improved project implementation, thus contributing 1o
significant progress during the last couple of years and at the end helping the Fourth Plan outlay
ta be restored to its original size or even better in case of some of the sectors.

During the review process, the Plan was recast to reflect, as far as practicable, the New
Development Perspective (NDP) of the present Government which attaches uimost priority o
poverty alleviation and meeting the basic needs of the people, with a strong focus on human
resources development, women's development and environmental sustainability. Keeping i view
the past performance, the Plun size was determined at Taka 62,000 crores and the amended Plan
was approved by the National Economic Council on March 7, 1993, While approving the Plan,
it was, however, mentioned that the target of average annual growth rate of 5 percent could be
achieved only if priorities were accorded 1o those sectors which were efficient in resource
utilization. Further, it was recognized that in order 1o have an optimum use of resources in the
public sector, allocation of funds to low-vielding projects would have to be slashed down and
that allncation for development of physical and socio-economic infrastructiere as well as labour
intensive, community based, emplaoyment generating and gender specific activities, particulurly
in the rural areas, would have to be enhanced. The final version of the Fourth Five Year Plan,
therefore had to undergo siructural changes in macro as well as micro chapters in order to
accommodate the changes mentioned above,



This exercise wax natrally time consuming as well as painstaking and in a way more difficult
than formulating a new Plan altogether. Meanmwhile, the Three Year Rolling  Invesiment
Frogramme, .a dynamic operationul instrument Jor rationalizing public sector investment
priorities, along with the draft Plan, also provided the continuity and needed flextbility in
investment and developmental decisions. 1 am finally glad to mention that the Fourth Plan
document, after several revisions, has heen published in vonjunction with the completion of the
current Plan period and at a time when the exercise for the next Participatory Perspective Plan,
which is an altogether new planning approach in Bangladesh continues simeltaneously ar the
sectoral and local levels.

In finalizing this document, I would only say that the interest of the peopie of this COURtry has
been considered supreme and during the period of continual revision of the Fourth Plan by the
present democratic Government, efforts had always been made to ensure that the benefit out of
this Plan is delivered to the people at lurge who, in fact, must be the ultigate beneficiaries of
all our development efforis. :

In conclusion, it is a pleasure for me to convey my sincerest thanks to Mr. A. M. Zahiruddin
Khan, former Minister for Planning as well as to all my colleagues in the Planning Commission
and in other Ministries & Fxecutive Agencies whose continued support contributed to the
finalization of the Fourth Five Year Plan document.

Jaistha 18, 1402 Bangla {(Dr. A, Moyeen Khan, MP)
June 1, 1995 A.D, Minister of State for Planning
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CHAPTER-

MACRO ECONOMIC FRAMEWORK FOR
THE FOURTH FIVE YEAR PLAN

Socio-economic development Is an on-going phenomenen in national life and development planning is
the mechanism to strengihen and advance this continuous process. Development planning in a country like
Bangladesh, aparl from a stereo-typed vertical and horizontal growih in investments and production, has also
the added responsibility of effecting socio-economic, adminisirative and technological transformation. This
requires a clear vision of the type of future we wanl to build up over a foreseeable time horizon. As a
conceptual and policy framework, a national perspective is therefore an indispensable operational tool in the
endeavours to shape the destiny of the nation presently characterised by backwardness, stagnation and even
regressive trends on certain fronts.

1.2 A consumplion package al the mass level to ensure per capita calorie intake considered minimum for
survival by eliminating acute poverly traps, behaviourial patterns in the families to stabilise population, high
slandards of education, science and technology for an efficient skill base and dynamic R&D to exploit and
upgrade the potentials of the national economic geography and continuous promotion of the productivities of
labour and capital under sustained full employment, an ecological attilude to protect Mother Earth everywhere
and finally, ethical values to live within known and legitimate means are the goals to be pursued by the
investment and production programmes and policies. It is in this context that the New Development
Programme (NDP) was initiated in 1991-82 {or preparing lo usher into the upcoming 21st century.

1.3 The main features of NDP towards achieving the goals would be:

(i) Human resources development beginning with removal of iliteracy, provision of basic health

facilities and effective population control measures through. adequate allocations 1o socio-
geonomic sectors.

iy Increased employment opporiunities, particularly for the lower 50 percent of the population
residing in the rural areas through appropriate organizational and institutional mechanisms for
parlicipatory planning including women's participation with sound financial discipline and
efficient inputs delivery support.

{iii) Strengthening the rural economy with priority to the development of agricullure.

{iv) Promotion of competitive efficiency through appropriate transter and adaptation of technology
targeted lowards supperting employment creation in agricultural and manutaciuring sectors.

(v) Promation of private enterprises based on compaetitive efficiency with thrust on expon-orienied
industries.

{wei) Maximizing inter-secloral linkages.

fil) Integration of sector-level as well as micre-level planning with macro planning alangwith built-in
accountability at all stages of socio-economic development process and

{ i) Strengthening of nalional conservation policies to prevent the degradation of environment and
enhance the potentials for sustainable development.

Major Constraints 1o Development Process
1.4 The following are the major constraints fo the overall development process of the couniry:

{1) Inspite of substantial development of the sconomy, the labour productivity in Bangladesh
continues to be low. As long the labour productivity remains low, income. savings and
investment and hence |abour productivity cannot rise substantially. Howewer, small larmers and
small enterprises have been found to be relalively more efficient in the utilization of both capital
and labour. There is a scope for elfecting sustained improvement of labour productivity through
appropriale institutional support.
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Bangladesh has surplus labour but shortage of capital, It is possible to convenrt labour inte capital
through appropriate investments in human resources development. Per capita investment in
human resources development is still very low in Bangladesh. In contrast, development targets
clearly show a preferance for investment relatively higher in components other than human
rfesources development. The investiment prograrame has to be correcily pricritized with focus
on human resowces development.

A number of countries around Bangladesh have been vigorously pursning “efficiency culture®
in order to improve their economies through reduced cost and increased competitive strength.
such "efticiency culture™ 15 still lacking in Bangladesh. Sizeable inefficiency still exists in the
economy inspite of various corrective measures taken so far. If effort o uparade efficiency,
basked by technolegical innovation/adaption, is not mountad immediately 1 may prove too
costly for the nation.

It is observed that healthy labour management relationship so important for sustained labour
procuctivity enhancement, is not sufficicntly cordial and mutually cooperating in Bangladesh. A
break- through is required on this front.

Phenomenal rural-urban migration continues as a demographic problem. Net much could be
dohe to take thedndustrialization and urbanization to the door step of the rural poor to retain
thiam in the rural areas.

Inspite of substantiat investment in the economy financed by domeslic and foreign resources,
the size of lhe domestic market remains limited. Increase in output in domestic seclors,

particularly in industry is highly constrained by lack of adequate purchasing power in the rural
areas.

Three strategic inputs namely iron and sleel, cement and energy so cntical for the
modernization of any economy could not yet be developed adeguately in Bangladesh and
whalever development has taken place also remains highly uncoordinated resulting in serious
under utilization of capacity, A poor country, can not afford to create excess capacitios leaving it
unutilizediunder-utilized for lang.

(a) The vasl potentials in piscicufture, (b) pouilry and dairy, (¢) horticulture and similar olher
potentials have remainaed untapped because of the inadequacy of central planning approach
and abisence of complemantary locally initiated plan for these sectors.

Development efforts have remained inadequate in handioom and serculiure which have
immense possibilitics of generating income and employmert, particularly for women,

Although commodity import has bean increasing over the last two decades, commodity export
has not expanded fast enough leading to domestic savings and investment needed 1o
increased import dependence and 3 low growih of the local industries.

Consequent on inadequate attention the environment of Bangladesh has suffered badly
particularly through (a) deforestation (b} release of toxic industrial wastes and by-products in the
air, 50l and water, () emission of poisonous gases in the air through unregulated use of
mechanical transporn, ete.

The geographical location of Bangladesh is such thal environmental degradation in its
neighbouring countries through such processes as deforestation also affects Bangladesh
adverselsthrough increased floods and siltation. Also, the 'Green House' effect caused by
global warming of the almosphere threatens to have particular adverse effect on the coastal beit
of the country.

The country's credil institutions are underdeveloped but whatever development is taking place
I8 again very highly urban biased with large net transfer of rural deposits o urban areas. The rural
socio-economic groups, particularly the small farmers and small enterprises are efficient but
primarily they have o depend on the irformal credit market where the cost of the credit is

I R — R e
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exhorbitantly high. This calls for restructuring the banking and credit policies in favour of the
poorer nural socio-economic groups.

The public service delivery system including the input delivery system in Bangladesh seems to
be significantly biased against the poor and the disadvantaged. This is both becauss (i) those
who operate the systam are not sufficiently motivated to go to the poor and the disadvantaged,
and (ii} at the receiving end the poor and the disadvartaged do not have the organisational
strength to gel these services delivered to them by the administration.

There are a large number of projects socis-economic infrasiructural projects in the public sector
which have been designed primarily to benefit the rural poor {such as health. family planning,
education, etc.}. As these projects have not provided for adequate involvement of the local
community, their pedormance, particularly in terms of their impact en the beneficiary groups,
have been far less than salisfactory.

Most of the large projacts implemanted in the public seclor are not adaquately linked with the
gxpansion programme of other related sectors, As a result, the sconomy continuously suffers
from underutilization of their productive capacities, In addition, in the abzence of iMer-sactoral
coordination, implementation of some projects have brought more harm than benefits. For
example, some of roads and embankments constructed in the rural areas have created
impediments in the outflow of excess water during the rainy season,

By now Bangladesh has develcped a reasonably adequate mechanism for (i) craation of
employment opportunities for the poor including women, during the lean perod, (i) stabilization
of tood prices through public foed distribution system, particularly in times of distress and (i)
provision of reliet suppor lo distressed groups and areas at times of emergencies arising from
natural calamities such as floeds, drought and cyclong. However, the above programmes are still
mainly relief orianled making an increasing number of people relatively more relief dependent.
There is a need as well as a scope to make them relief cum develapmant oriented.

QOwer the years, the economy has been shifting towards greater reliance on the market forces.
However, in the absense of appropriate price, income and wage policies an efficient mechanism
tor diversion of resources to the efficient sectors and groups has not developed.

Importance of operation and maintenance expenditures for completed projecis is not
adequately recognized and sufficient provisions are not made to finance such expenditures
particularly through revenue earmings envisaged originally in the projects themselves.

In the ultimate analysis, an impodant instrument to ensure efficient rescurces utilization is the
extent of public accountability of the system. This has ramained weak.

The existing procass of cantaining papulation growih by way of execution of such programmas
primarily through central agencies has ts inherent impiementation of imitations manifested in
the limilations. Contraceplive prevalence rale being as low as 39.0 percent. Thig calls tar
immediate and effective steps 1o integrate this programme with community development
endeavours throughout the country.

The process of privatization is likely to promote the growth of some monopolistic groups in the
economy of Bangladesh. The historical process of counter-acting this situation has been
through (a) some kind of anti-trust, anti-monopoly legisiations (b) promotion and strengthening
of grievance procedurs {¢) crganisation of vanous consumer groups, These developments are
wegk in Bangladesh,

The existing etforts for promoling competition in the private sector in Bangladesh through
incentive package based on structural adjustment requirement identified in mid 19805 have not
proved sulficiently effective at least partly because of the existance of wider opportunity for rent
segking activities. The incentive policy package, therelore, needs to be restructured so that
rant seeking is discouraged and risk 1aking is encouraged.






