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A lack of appropriate policy, infrastructure
deficit, a shortage of skills, the absence of
real time data and uneven distribution of
growth, all these have got in the way of
achieving two aspirational goals — uplifting
Bangladesh to the higher income level by
next 10 years and higher income country by
2041, say economists and leaders of private
enfrepreneurs.

The government should now come up
with policy support to spend more on inno-

vation to increase productivity and reduce
costs of products and services to overcome
the tentative middle-income trap, they
noted at a roundtable of the closing session
of the Annual Development Conference on
Friday.

The Bangladesh Institute of Develop-
ment Studies (BIDS) organised the discus-
sion titled “Turning Points in 2020s: Analyt-
ical and Policy Changes”. Some 27 research
papers and 13 keynotes were presented by
economists from home and abroad at the
three-day event that began on Wednesday.

But government | SEE PAGE 4 COL 1
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policymakers and high officials de-
mied possibilities of challenges from
any trap on the way to becoming &
higher income country.

They highlighted the govemn-
ment's initiatives to ensure alterna-
tive sources of funding for develop-
ment and other relorms initiatives.

Sayed Akhtar Mahmood, former
lead economist at the World Bank,
said the goals of becoming a middle-
income country by next 1o years and
a highet income country by 3041 ks
highly aspirational.

Every country has such aspira-
tions but a few of them succesd.
Argentina became & middle-income
country 100 years ago, but the coun-
try s now facing a middle-income
trap, he noted.

Identifying a lack of investment
in innovation as the major reason for
such a trap, he zald an investment In
innovation, process and product de-
velopment reduces cost and increas-
&3 productivieg

The private sector is responsible
for investment for innovation and
the government & required 1o pro-
vide incentives in these fields, he
added.

Beducing  dependence  on  the
readymade garment sector, he em-
phasised diversifying expornts and
identifying potential on the electron:
ics sector

The government declared the
“Made-in-Bangladesh™ strategy in
the last budpet and provided some
protection for the domestic market,
the economist pointed out.

Eome Bangladeshi factories are
exporing a full unit of electonics
goods, which is a matter of pride,
and the industry has potential to ex-
port parts of electronic items.

Dr Mustafizur BEahman, distin-
guished fellow at the Centre for
Policy [Malogwe, stressed regional
trade and signing effective free trade
agreements with potential countries
tor meet the challenges that will arise
after the LDC graduation.

India imports  products  worth
Sam billion per year, but Bang
ladesh's exports to the country
amount to-only 51.25 hillion. China
imports  Sz2o00 hillion werth of
goods but less than 5: billion from
Bangladesh, he also sabd.

The regional trade of Bangladesh
was 10% of total exports a decade
ago and the rate is still only 1296, The
ratio is not sufficient to be beneficial
from the upcoming Asian century,
[ Mustafigur noted,

Asif Saleh, executive director
at Brac, said benefits of economic
growth should mach the last mile
of the country to uplift it to the next
level of development.

Growth benefits are being dis-
tributed unequally owing to a lack
of skills among the country's labour
force, he also said, wrging invest-
ments for health and education fo
upgrade the human capital.

Terming the first two decades
after independence “lost decades”
as the country had a highly prdec-
tionist trade policy that highlighted
import substitutions, Zaidi Sattar,
chairman at Policy Research Insti-
fute, advocated for more leveraging
ol trade to bowst exports and GDP.

Bangladesh's GOP size increased
by a remarkalde level with per capita
income, food production. external
trade and others, But the economy
started boasting in the 1ge's when
it bacame more liberal.

He alzo sald the country's gar-
ment sector is generating about 85%%

of export earmings and the sector
should not be underestimated in the
name of export diversification.

Banuladesh is exporting  only
f.5% of the global demand for appar-
els, lvestors have potential 1o boost
their eamings manifolds though
grabhing a 20% or more share of the
globsal demand, he noted.

While presenting a keynote at the
event, eminent economist Dr Wa-
hiduddin Mahmud vrged attention
on 4 more concrete pathway to at-
takn two inspirational goals.

Rapid growth among developing
countries rarely sustains. And, even
if it sustains, wplifting the status of a
country is not guaranteed owing to
high inequality, he also said.

Terming the LDC graduation an
immediate concem for Bangladesh,
he stressed starting preparation re-
garding negation in the global eco-
nomic order without the preferential
treatment that the country has been
enjoying.

State Minlster for planning Dr
Shamsul Alam at the event said the
government has a commitment and
comerete plan o achieve the middle-
income status by 2021 and higher-
income status by 2041,

Highlighting the government's
perspective plan, he said doubls
digit economic growth ls projected
by nexl 1o years.

The eighth Five Year Flan, the
perspective plan, Delta Plan 2100,
Mational Social Security Strat-
&gy and other policies are adopted
by the govermment 1o ensure de-
sired swstainable and inclusive
growth.

Ahmed Kaikaus, principal secre-
tary to the prime minister, said pre-
dictions of economists seldom come
true as, according 1o him, most of

the projections are hased on flawed
methodologies.

Mentioning that the Bangladesh
Bureau of Statistics (BBS) had iden-
tified 10 poorest upazilas where
the rate of poverly was found o
be higher - up to 8o, he said the
Prime Minister's Office {PMO) sent
a feam to take proper initiatives o
reduce poverty in those areas but
they found that the poverty rate
was much lower than what the BES
claimed.

“The government emplasises the
foreign direct investment (FDI) to
meet future challenges. It is creating
an environment for every entity to
realise their own potential,”™ he said.

Or Mashiur Rahman, economic
affairs adviser to the prime minis-
ter, =aid Bangladesh was enjoving
stable growth In GDP and per capita
incoms with relatively more equita
hile distibution among people com-
pared with countries with the same
level of growth.

Mentiening that the rate of em-
ployment generation in Cwe country
was lower compared to investments
over the years, he stressed moving
towards  higherdechnology  indus-
tries as the country is facing a dearth
of land,

Jashim Uddin, president of the
Federation of Bangladesh Chambers
of Commerce and Industry (FBCCL)
told the event that the private sec-
tor requires mare suppoert in ferms
of policy and infrastructure develop-
mant.

He, however, mentioned  that
the government is implementing a
good number of mega projects to fa-
cilitane trivde and atiract investment.,
The private sector i also working to
develop Infrastructure in the Public
Private Partnership (PPP] method.

Manning Secretary Pradip Ran-
jan Chakraborty said there were no
threats or tr ps on the way o elevate
the country to the next stage of de-
velopment.

The ongoing eight fst track mega
prajects will help the economy get a
arowth momentum, he mentioned,
adding the government had brought
a set of relorms in the administration
to overcome all types of traps.

Finance Secretary Abdur RoufTa-
lukder =aid as the tax-to-GDP ratio
of Bangladesh is lowest among the
developing countries, the govern-
ment is trying to manage alternative
sources of funding to implement the
development programme.

He found two challenges in the
economy for the curment and next
fiscal year - subsidy and inflation.

The govermment has a provision
of subsidy to the tune of 1.7% of the
GDOP while 1% of the GOP for fertillz-
er, gas, and electricity, he said.

One kilogram of urea fediliser is
selling forTkyo at the retail level, al-
though the government is purnchas-
ing it at Tkaoo a kg, he noted, adding
these three sectors — fertiliser, gas,
and power - would require about
2% of the GDP in the current fiscal

f.

He also said the US economy is
currently facing the highest infla-
tiom in the last 31 years, while manu-
lacturing inflation in India is 2.5%.
That k= why, inflation in Bangladesh
is likely to go up in the upcoming
manths, he added.

Fazle Kabir, governer of the
Bangladesh Bank, said inflation in
Bangladesh is highly dependent
on prices of food products, as food
places the highest weight of the con-
sumer price index

Food prices are on the rise in the

glokml marker, which implies that
the rate of inflation would increase
further, e added,

He aleo said the government was
trying to buy a significant amount
of rice a5 the country saw a bumper
vield of Bom paddy this yvear.

The government has a target to
inerease the food stock to a level
from where it can manage the intla-
tion pressure, he added.

Responding fo a question he said
managing non-performing  loans
(NPL=) iz a very shost-time target.
The gross NPL in the country's fi-
nancial sactor was 8.18% of the total
outstanding loans on the last day of
ctober,

NPL rate s lower In private-
sector banks as the main goal of
such hanks is to maximise profit,
he pointed out, adding specialized
banks are formulated o provide
special types of services with spectal
goals, which is why the NPL rate is
high - over 10% - in such banks. He,
however, said no bank should have
any NPL

Barrister MNihad Kabir, presi-
dent of the Metropolitan Chamber
of Commerce and Industry, =aid
Bangladesh would face many prob-
beires in tepms of policies and data 1o
meet the status of an wpper middle-
Income and higher-income country,

The private sector dees not have
sufficient access to data and has no
capacity fo analyse the data being
provided by the government, she
claimed.

She also ohserved that the fernary
industry has been relocated from
Hazaribagh to Savar bat it did not
bring any fundamental change, “The
River Buriganga has got relief from
pollution in exchange for poliution
in the River Dhaleshwari.”
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Despite women's participation in the labour market
on the rise in the county, their earnings potential has
remained untapped yet, Economists and researchers
have said.

“Bangladesh has an opportunity to substantially
raise the total amount of earnings by women, but the
potential remains largely untapped,” said Maria Eu-
genia Genoni, a foreign researcher, at a programme
organised by the Bangladesh Institute of Develop-
ment Studies (BIDS) in the capital Friday.

Titled “Income and Employment Diagnostics and
Drivers,” the event in the three-day annual confer-
ence of the BIDS discussed different aspects of the
country’s employment situations.

“Of the working women, around 60% are contrib-
ufting to the agricultural sector, with a large propor-
tion taking care of livestock or engaged in unpaid ag-
ricultural activities,” she added. The economist said
the western part of the country was mostly dependent
on agriculture, However, increasing off-farm manu-
facturing activities around Dhaka and Chittagong
influences rural income opportunities country-wide,
she believes. Maria put five recommendations for raising
rural incomes — bringing an overhaul in agricultural poli-
cies, improving water management, increasing quality of
electricity, and road accessibility, making the rural mar-
kets work better, addressing gender norms and expand-
ing the quality of skills and extension services.

Gladys Lopez-Acevedo, another researcher who at-
tended the conference, believes increasing access to
education for the female workers, raising the number
of female supervisors in different sectors particularly in
RMG, promoting women participation in export-oriented

and manufacturing sectors would improve the situation.

The researchers also identified three barriers to career
development in Bangladesh — low demand for services,
low educational level, and low female employment.

Presenting a paper titled “How selling online is affect-
ing informal firms in South Asia”, researcher Maurizio
Bussolo said, “When an organisation joins an online
platform its sale expands as online selling can access
more customers.

[t learns to adopt new or improved business practices
and technologies, for better access to finance and flex-
ibility in balancing home and work life.”

He said, “Digital technologies affect economic activ-
ity, reducing costs and barriers related to search, repli-
cation, transportation, tracking, and verification. It also
reduces matching and verification costs and facilitates
the implementation of management practices.”

Presenting a research paper styled “Women'’s em-
ployment and safety perceptions: Evidence from low-
income neighbourhoods of Dhaka”, World Bank’s
researcher Tanima Ahmed said, “In areas of Dhaka
city where low-income people live, 31% women feel
unsafe outside their homes while the remaining 69%
women feel safe. In the same area, 98% of men feel
safe outside the home.” Their study found that wom-
en of all ages feel insecure outside the home. But as
they get older, they start to feel safe.

Their research shows that 61% of economically active
women feel safe outside the home. But among the wom-
en who work in garments, only 19% feel safe. In doing
this research, we have seen that only highly educated
women in society report harassment.

Session Chair SR Osmani, professor of Development
Economics of the University of Ulster in the United
Kingdom, said all these issues are related to education;
so0, we need to ensure the quality of education and the
access to education for all, especially for the women.



Creating enabling
environment for

economic growth: Some
country contexts for

Bangladesh

Wahiduddin Mahmud

Economist

According to the official plans, our eyes are
set on becoming an upper-middle income
country by another ten years, and a devel-
oped country by another 20 years. Those are
inspirational goals, but we need to concen-
trate more attention to exactly the pathways
that might lead us to those goals. The eco-
nomic growth studies show that episodes
of rapid growth are quite common among
the developing countries, but the growth is
rarely sustained: that is why we need to be
watchful. The other day, in a BIDS public
lecture, I mentioned that the development
discourses have perhaps spent too much
efforts on how to imitate the success stories
of the so-called East Asian tigers, which re-
minds one of the famous 1965 song by the

---------------

----------------

rock band called Beach Boys: “I wish they
could all be California girls” (translate: I
wish they could all be East Asian Tigers).

[ may add that, in contrast, the contem-
porary development literature has given
relatively less importance to the example of
Japan which had about the same per capita
income as Argentina around 1900, and look
at them now! As for China, it has seen one
of the highest increases in income inequal-
ity along with high economic growth since
its embracing of the market economy, and is
only now clamping down on big businesses;
but Japanese growth has been remarkably
equitable. Japan followed its business mod-
el tied to workers’ welfare and loyalty — the
so-called “Japanese ethos”. And it may not
have occurred to many as to why Japan has
many rich people, but few billionaires (only
25 as against America’s 675 and India’s 153).
Notice that | SEE PAGE 2 COL 1
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Bangladesh is also now cited as
a country producing  billionaires,
which means we are achieving high
eeonomie growih, but it also means
that growth has become increasingly
el

All success stories, of course, have
some common element like provid-
ing an enabling environment for fos-
lering  economic  entrepreneurship
that s also compatible to creating a
welfare society; what that enabling
environment may mean will depeand
on the specific country context. What
are those elements of specific coun-
try context for Bangladesh?

An immediate concern s the
challenges to be faced in the post-
LIC era. We have to start preparing
ourselves regarding how we shall
negodiate our way around the global
economic order without the prefer-
ential treatment that we have been
enjoying, Most of our trade competi-
tors have already become part of one
or maore regional free trade arrange-
ments [FTAs). Megotiations of FTAs
take a long time and a lot of exper-
tge. Governments often make the
mistake of relying too much on the
husiness leaders assuming rghtly
that they have the first-hand insights
on trade potentals. But any ben-
eficial FTA involves some losers and
some gainers among the existing
businesses; when an FTA proposal
gets whole-hearted suppaort from the
entire business communities, eco-
nomic theory of FTA tells us that it
i= @ non-starter. A possible research
agenda for BIDS could be to help the
wovernment identify the post-LDC
challenges.

Another important country con-
text for Bangladesh is its extreme
land scarcity: the proporion of total

Il area that is not already used for
habitation and production activities
is the lowest among all countries
|forget the island states like Singa-
pore), That makes it extremely diffi-
cult o have urbanization and indus-
trialization without encroaching on
agricultural land or whatever envi-
mmmental mesources like forests and
water bodies we are left with. If we
become even a high-middle income
country, we shall have to imagine
an  environmentally  sustainable
configuration of land nse where we
shall be producing GOP per square
kilametre that will be higher than
mast of teday’s industialised coun-
tries. That could be another research
agenda for the BIDS,

In one of the sessions yesterday,
Ahamad Ahsan  emphasised  the
costs of Dhaka city's overgrowth and
righily so. A megacity like Dhaka has
the advantage of agglomeration of
economic activities nestid together
suppaorting one ancther, but it has
the disadvantape of congestion that
pollutes the environment and re-
quires the provision ol costly urban
chvic facllities. In Dhaka's case, the
disadvantage of congestion has far
out-weighed the advantage of ag-
glomeration, Simply put, Bangla-
desh can hardly afford to have one
of the ten largest megacities in the
waorld, popualation-wise, given fhe
income of the general city-dwellers
which permit very litfle cost recovery
in the provision of the required civic
amenities. For example, the main-
lenance costs of commuter metro-
rails, be it underground or sky rails,
need o be heavily subsidised even
In cities with much wealthier city-
dwellers.

Fut there ks a hrighter slde. We
can convert the disadvantage of city

congestion Info a density dividend
- like the population dividend - for
the country as whole, if we have
a farsighted strategy for dispersed
urbanisation and industrialisation,
The density dividend may come
from the entire couniry transformed
into urban-like hahitat where eco-
nomic activities can reap the benefit
of a lack of remoteness, closely-knit
supply chains and from economis-
Ing an the spatial spread of required
infrastructure,

Well planned development of
physical infmstructure s essential
far such spatially dispersed develop-
ment, but it has o be complemented
by policles to Improve husiness envi-
ronment Studies now show that the
envisaged benefits from the Jamuna
Bangabandhu Bridge could not be
reaped in terms of more industriali-
sation in the Northeast part of Bang-
ladesh. Part of this may be because of
the lad-leckod featioe af the region,
The Padma bridge has a greater po-
tantial since the areas (o be connaect-
ed have access to sea, but we need to
plan ahead. Note that the constrac
tion of rural networks of reads, once
pioneered by LGED, has done at least
as much for economic development
through connectivity as some of the
planned mega-infrastructure  pro-
jects are envisaged to do,

These mega-Infrastructure  pre-
jects will be potentially beneficial e
economlc growth, but only I these
can foster more private investment,
especially export-oriented FDI, so
that the repayment of the suppliers”
credit for these projects would not
create balance of payments prob-
lems In future, That again In turm
is related to the whole Esue of eco-
nomic governance and the improve-
ment of the business environment,

D Akhrar Mahmood has in a recent
newspaper column aptly made a dis-
tinction between a market-[hendly
environment that encourages mar-
ket competition and growth of effi-
clent businesses vis-a-vis apparently
business-friendly policies that pro-
vide high protection to selected fa-
voured business houses along with
providing other largesse, say. in the
form of pubslic contracts, This later
mype of business-friendly policies
may easily degenerate into what is
called crony capitalism.

Governance is a complex issue
and has been much discussed in
the Bangladesh context, so 1 do nedt
want to go much info that. Let me
point ol just ome aspect of govern-
ance In contemporary Bangladesh,
Economists are now aware that the
functioning of markets and the ca-
pacity of the market system to fos-
ter economle growth depend on the
political, secial, cultural and ethical
norms of behaviour, which together
provide the infrastructure in which
the market economy s embedded;
this infrastmucture is also called the
social capltal. The so-called govern-
ance indicators that we usually dis-
cuss are mostly to do with procedur-
al and enforcement problems in the
formal governance structure, such
as policy reforms aimed at reducing
corruption. maintaining the hagic
law and order, ensuring property
rights, or to address the bureaucratic
hurdles, all of which could presum-
ably reduce the currently high cost
of deing business,

Bast what is overlooked & that
these ad ministrative reforms towards
enfercing accountability and reduc-
ing corruption among government
functionaries are less likely to suc-
ceed without an understanding of

how incentives for deviant behaviour
arise and how behavioural norms are
formed, This is also true egarding
attempts towards preventing unhaoly
collusion among markel regulators
and unscrupulous  businessmen
when such collusive hehavicur has
glready become the norm.

Social behaviourml norms are all
the more impottant in the non-urban
setting, with relatively lax regula-
tory enforcement.  And remember
that a major driving force of the
Bangladesh economy has been the
diversification of the rural economy
with scaling up of small non-farm
enlerprises and giving rural areas
a seml-urban look. The growth of
this mostly informal economy has
been based on the traditional behav-
joural norms of trust, conperation,
reciprocity and moral codes that
have evolved over time, The present
danger s that this soclo-cultural In-
frastructire of the market economy
= in the sk of being undermined
by political polarzation, ethnic and
religious strife and replacement of
trusted willage elders by politically
powerful party cadres,

The last country-specific aspect of
Rangladesh | would like to mention
is the remarkable progress in many
social development Indicators, in
which Bangladesh has transformed
ftself from belng a laggard to o clear
leader among comparator  coun-
tries, as Binayak showed graphi-
cally in the opening presentation of
this conference. How to consolidate
these achievemenils and make Fur-
ther progress i an important pelicy
issue, that | have discussed in many
of my writings. Certainly, it will re-
guire more public social spending as
well az better service delivery, since
achievements thus far has been pos-

sible mostly by relying on low-cost
solutions and through social aware-
ness campaigns that bypassed the
mainstream public service delivery
establishmoent.

While these achkevements in so-
cial development indicators are val-
ved on their own rights in contribut-
ing to himan well-being, we neaed Lo
pay more attention to creating the
synergies  between  these  achieve-
ments and economic performance
of the country. There is research evi-
dence an the interlinks hetween fe-
mele school enrolment and employ-
ment in the country’s burgeoning
garment industry. But there is also
evidence of a large number of sec-
ondary school graduates remaining
unemployed because of either thelr
lack of employable skills or lack of
enough employment opportunities
io match their skills. The challenge is
to create the needed skills and capa-
bilities of the increazing labour foree
with enough employment opportu-
nities to match those skills. Bangla-
desh has had an early demographic
transition resulting in the so-called
demographic dividend in the form of
a youlh bulge in the population age-
structure, which s a factor fuelling
the current economic growth, But we
have to make better use of this win-
dow of opportunity that may last for
another two decades, after which the
growth of the labour force will slow
down due to the aging populaton.
What applies to individuals also ap-
plies to a nation: you have o get rich
as a nation belore you get obd. Ind-
dentally, the official target year for
Bangladesh to become a rich country
Is also the year around which the era
of demographic dividend will end.
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