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Bangladesh 15 predominantly an agricultural economy,
Industry acoounts for only six per cent of the Gross lomestic
Product of Bangladesbh, Ibth under the manifest colonialism
of the British and the masked "internal colonislism™ of Wost
Pakistan, it remained an objoct of explodtation only, Its
industrial development never occupled the minds of the

colonialists,

shen Eangladesh decame independent in 1971, 1t wes
na tural to expect that the new leadership woulé give emphasis
to industrialisation, given the lopsidedness of Banglsdesh's
econonmy, Industrialisation has generally deen looked upon as
the panscea for underdevelopment, This has been the case with
all nevwly independent, underdeveloped countries of the world,

Bangladesh wvas no exception in this respect,

But rapid industrialisation,especially vhen i1t is done
under the aegis of s government, cannot be without an obdjJective,
And that odjective, which takes shape in economic and
industrial policy, cannot be formulated in 1splation, Not
only the socio-economic heritage of the country, tut also the

political perception of the rulers aud their concern for
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leci timacy and acceptadllity by the masses determine the

way the policy would bde formulated, The Awami League of

Bang ladesh, under the stewardship of Gheikh ujitur Rashman,
came to assume power after the successful 1lideration struscle,
But before the liberation struggle, in 1ts Flection Manifesto
of 1970, and soon after the strurele, 1t championed the cause
of a sdecfalist state for Bangladesh, Tn particular, the
development of the industrial sector on soctalist principles
was emphastized, The present study is an attempt at examinine °
the industrial policy of PBangladesh during sheikh Magid's era
~ and the factofs underlying 1ts formulation snd implementation,
Inthis context, the questions posed sres What was the focus
of Pakistan's industriasl policy and 1ts implementation, and
what were its consequences for East Pskistan? that was the
condition of the industrisl sector in Eangladesh in 19717
what poliy was formulated dy the Avami League Covernment of
Sheikh Mi13td for the industrial development of Eangladesh?
How far were the ideals of Sheikh Mujid and the Avami league
transferred into reality? ¢

In the formulation as well as the implementation of
any economic policy, btoth the odbjective economic conditions

as well as the underlying political forces are inextricadly
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interlinked, Accordingly this study attempts to examine
the interplay of toth the economic as well as the political

forces shaping the formulation as wgll as implementation of
findustrial policy in BEangladesh,

Keepineg in view the adove mentioned points, the

problem has been explored in the following orders

The firat chapter will make a drief survey of the
initial conditions of development in Past and West Pakistan
and exsmine how the industrial policy of Pakistan operated

in that dackeround and what effect it produced for the two
regions,

The second chapter Will try to evaluate the extent
of loss suffered by Bangladesh during the lidberation
struegle of 1971 and the state of the industrial sector
at the time of 1lideration,

The third chapter will be devoted to s delineation

of the major industrisl policy pronouncements of Bancladesh
and observe shifts in policy, 1f any,

The fourth chapter will subject the industrial
policy content to a critical analysis and examine its

implication for socialism as professed by the Awami league
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of Sheikh Majidtur Rahman,

In the fifth shd final chapter some concluding
obgservations will be made,

This dissertation wuld not have seen the light of
the day had 1t not bsen for the constant encouragement and
painstaking ruidance provided by my Supervisor Dr I, 4, Mukherji,
Associate Professor of SHuth Asian Studies Division, School °
of Internastional Studies, I express my gratitude and
indebtedness to him, It won't be out of place to mention
here that Dr Mukherji provided me most of the rare documeats
of fovernment of Banglsdesh and other books and reprints of
articles vhich expedited my work, I am also grateful to
Prof, Qidipta Kaviraj of the Centre for Folitical Studies,
School of Social Sciences, who gave me the original idea of
working on the political-.economy aspect of the industrial
policy of India, ~+vhen I joined the South Asian Studies Division,
my field of study changed to Pangladesh, My friends fudbrata, =
Priysnkar and Ramesh helped me at different gtages of the

work, for which they deserve my sincere thanks,

Finally, I would 1like to thaank the staff and Lidbrarian
of Jawsharlal Nehru University lidrary and Indian Council of
World Affairs Library, &ew Delhi, for the help and co-operation

extended to me,

-
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Shapter 1

INDUSTRIALISATION POLICY Id PAKISTAN AND
ITS IMPACT ON REGIONAL DRVELOPMERT UPTO 1971

In 1947 Pakisgtan was predominantly an agriculture.bdased
economy, The sreas which constituted Pakistan were industrially
less Geveloped than India, A“éiaas of industrialists had not
developed there then, The few rich Muslims who migrated from
Fomday and United Provinces in India and settled dowm in West
Pakistan, and especially in Karachi or its adjoining places,
were mainly’Graders. br a proper understanding of the
industrial policy of Baingladesh, it i1s essential that we
examine the characteristics of industrisl policy fomulsted
and implemented in Pskistan upto 1971, Accordingly this
chapter examines the initisl conditions of Gevelopment in the
tw wings of Pakistan, the dasic plsnks of industrial policy
in Pakistan, and their impact on regional development,

I, A_COMPARISON OF INITIAL CONDITIONSs .
Human Besourcegs

Population can be toth a constraint to development as
also a vehicle of development, It becomes 8 hindrance when it
18 not used to explore the possidilities of development, In less
developed countries where scope for development is ample and

where mechanization has not taken place to a8 considerabdble extent,
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human resources plé& an important role in economic development,
Between the two wings of Pakistan, East Pakistan's population
wvas always more than that of the West, According to the 1951
Cedus, whereas the population of Bast Pakistan was 41,9 millton,
that of West Pakistan was 33,7 million, In terms of persentage
distriduticn, a comparison bdetween the population of East and
West Pskistan gives a ratio of §5,41 3 44,60,

(a) Literagy: It is clear from above that Bast Pzskistan had
an edge over the West as far as population was concerned, Hat
even though urdanization was lower in Hast Pakistan (4,3 per
cent in 1951) compared to iest Pakistan (17,8 per cent in 1951)
the percentage of literacy was more in the Esgtern iing than in
the West, According to the 1081 figures, 21,1 per cent of the
population was literate in East Pakisgtan while in st Pakistan
it wvas 16,4 per cent of the population,

Fast Pakistan was mainly agricultural and 70 per cent of
1ts population depended on sgriculture, Though in Uest
Pakistan also agriculture constituted not an insignificant part
of the economy, the refugee traders from India bad settled down
here and thus contributed to its coumeércial development,
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Prom Eagt Pakistan's higher percentage of literacy,
one would expect that 1t wuld have bdetter representstion
in adainistration than West Pakistan, Rt that was not the
case, Bth in the military and oivil adGministration, Yest
Pakistan had an advantage, Ite Punjadi population had
traditionally contridbuted the malority of civil.military
administration, It was called by the British "martisl race*,
In 1948, wvhereas Bast Pakistan's representation in the Civil
Service of Pakistan (C8P) was only 11,1 per cent, that of
West Pakistan was 88,9 per cent, DBengall representation in the
military wvas quite insignificant, DBsnzalis took more interest
in politics, Thus one author called ®sgt Pakiptan "governmental®
and East Pakistan "Political®] Ia fine, wheress Bast Paldstan
had nmore population and literate people, wast Pakistan had
more skilled bustnessmen and administrators,?

Data relating 4o regioncl saving and favestaent with
regional product is not availadle for the initial years, HRut

1 Charles Rirton Marshall, "Reflections orn s Revolution 1n
. “PYA H g q WII (1959)’ 953 qﬂoted 1“

The whole discussion on human resources upto this point
18 bdaged on Rounaq Jahan, 1b®id,, pp.9-28,
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the pattern given by the relation detween the atove three
for the 3econd Plan period 1960465 1s quite indicative as
may de seen from Table I below:

Tadle 1
Regional Saving and Investment as

Percentages of Cross Megional Product (GRP)
1960/1 ~ 1964/86

1[9:!0013}'1 191019"“/2 = xgal %ﬁz 3 1 1g9 ”4‘“' Hf:s"a s
East: Wogt * East'liest 'Bagt!'West'Bagt ' lest!'Fagt st
[] [} L ] * ] ¢

]
Investnent/ ' '
GRP 7.8 :17.0 : 10.6:19.5 :9.4 '21.1:12.0'21.1'12.7:21.5
] ] ]
Saving/GRP 6,4 :10.5 :‘10.0:12..'6 "7.5 :14.1: 8.4:12.2; 9.4:11.5
FPercentage of ' : ¢ ! ' ' ' ' '

Investnent 81,8 '61,7
financed dy own
saving,

04,0'64,8 80,0 '64,1'72,1'57,8'74,2'63,7

Sources S.R‘ Isvis Jr. Pa ki atan nadu « 0 G oy nAde

(bxford University Press, 1970), s 5 79 Do 145,
riginal Source s J.J, Stern "Growth, Development and
Regional EBquity in Pakistan", Paper presented at the
Development Advising Gervice Conference, Sorrento, lply,
(September 196€7),

< Thusyinvestment as a proportion of gross provincial
product was consistently lower in East Pakistan than West
Pakistan throughout the Ssocond Plan period while the difference
tetween the rate of savings of the tw provinces was not that
high, “As 1s seen from the adove table, East Pskistan provided
a higher proportion of 1ts investment from its own savings than
did W st Pakistan,



An alternative estimate of private saving and income

ratio by province is given dy Asdjorn Bergan daged on analysis
of income and expenditure dats,

Table 2%

Gross Private 3aving as a Percentage of
Gross Private Income by Region ,1063/4

East West

Paki stan Paki stan
er.l Areas 12. 0 De 2
Urban Areas 13,9 12,8
Combined 12,2 0.5

Sources S, R, lswis, Jr id1d,, Original Sources A, Eergans
“Personal Yncome Distridution and Personal Saving
in Pakistan, 1963/4", Pakisic ppment leviey
Summer 1967, Tabdle X&V, p. 186,

". 4

Rergan adds that the corporate gross profit figures
are on the low side and also that personal incom® and saving
figures for hich income groups in West Pakistan are also low,
If that is so then, Bergan Says, his urban saving figures for
West Pakistsn, and hence Wsst comdined and Pakistan combined
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are too low, And lewis argues that actually Bergan under-
gtates the level of corporate saving and thus urban saving
and total saving in toth provinces, &ince most of the
i{ndustries wvere located in West Pskistan, this error wuld
affeqt estimates for West Pakistan more than that of East
Pakistan, Though Stern (Tabtle 1) and Rergan (Tadle XI) do
not agree ss %o the rate of saving in Bast and West Pakistan
and Berzan's study shows a higher private ssving and income
ratio in Bast than in West Pakistan, the fact that East
Pakistan was finaneing sll or nearly s of 1ts investnment
from its o saving can never de disputed,

(b) Raw Materialss

Whatever industries were there in Pakistan in the
initial stsge were agro-baged, both in Fast and the West,
Bast Pakistan was one of the largest producers of jute and
Qe'st Pakistan produced enough of raw cotton, Ioth the wings
were endowed with natursl gas resources, btut lacked other
rav materials needed for industrialization, Hence, in this
respect the initial conditions for development was quite
gsimilar in doth the wings,

Stephen R, Iewis, Jr, %am&wmni
Mwm bxford University Press, 1970), p.l45,



Even though Bast and West Pakistan were more or
loss st par in raw msterial endowments for their
1ndustrﬁanzataon,“8§st Pakistan was 8 higher foreign
e xchange 6arner than West Pakistan decsuse, jute had a
wider international market than raw cotton, The followine
Table $1llustrates this clearlys

Table 11
Poreign 'rr?do and Bxchgnge Bamings
b2
W....&..__ﬁit Paki gtap East Pakisten
Exports ports Exports Imports
Puring 10-.year
period 1968-68 £820 £2,318 0,153 £,000

(419) (%) (69%) (30%)

Pap s Economic

Sources 3tg anelades
and Commerce Pudbliecations,

Research Bureau, Society
(Calcutte, 19723, p.2.
71t 1s seen from adove that Bast Pakistan's export
earnings wers more andé its import expenditure was less than
that of lWst Pakistan,

(11%) Seinl Overhgand
A comparison of social overhesds dbetween East and
Wost Pakistan during the initial yesr 1847-48 shows that
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except in case of School, college snd university enrollment,
Y West Pakistsn slways had an @4ge over East Pakistan, This

trend continued even upto 1967.58, ‘/Aa far as infrastruoture

{5 concerned, 1t was also 1ess developed in Bast Pakistan,4

/‘fhue, an overall consideration of the initial conditions
of the two wings of Pakistan would dring out a picture in
which the factor endowments, résource dbase and social and
economic overhads would not prove to be too dissimilar, In
cortain fields Bast Pakistan had an advantage like, resional
saving income ratio, population, literacy, higher foreign
exchange earnings, vhereas West Pakistan had an upperhand 4n
skilled aduinistrative snd business personnel and infrastructurel
growth, WUWe will now show as to how this advantage was turned
by uWest Pakistan fn i1ts favour and how it gained immenesely
from this manipulation to create a wide gulf in economic and
{ndustrial development between the two wings,”

11, MAJOR INSTRUMENTS OF IGDUSTRIAL ARD BCONOMIC POLICK:
The two main presumptions of Pakistan's economie
policy weres
(1) Private ownerships and
(11) Bureaucratic control,§

4 ®r figures see, Table 11,16 1n Founsq Jahsn, 0,1, p, 33,
8 1ewis, n,3, pp.3-4,



(1) Erivate Ownerships:

Regarding the role of private ownership i{n the
industriagl developmeant of Pskistan, the Second Fve.Year
Plan (1960.65) saids

It 1s & basic assumption of the Flan that for the
implementation of the industrisl development programme,
reliance will dbe placed primarily on private enterprise,
This assumption hss deen made not so much to reduce the
dburden on pudlic finance as in recognition of the fact that

/pﬂvate enterprise has a key role to play in the economic
development of the country,®

But in the initial stages entrepreneurship was
lacking in the Pakistan, especially in the eastern wing
of the country, During the first few years of the formation
of Pakistan, most of the consumer goods were bdeing imported
from India, Rt vithin a few years this channel closed
down and goods had to de imported from abrosd, As Arjun Sen .
Gupta points out, during the Xorean boom, Pskistan's export
earnings from rav jute and cotton increased sudstantially
though, Pakistan did not devalue its currency aslongwith Indis

6
The Second Flve.Year Plan, 1960-65, Covernment of Pakistan,
Planning Commission, (June 1960), p, 225,



and the U, K, in 194n, BRut this boom was short lived and
when export earnines fell, Pokistan responded with a policy
of drasti€ economic controls, Import of consumger goods
were® slmost forbidden,? This situation created a highly
protected market for the consumer goods, Import of
machinery and espital goods were cheaper since Pakisgtan
maintained an artificially overvalued currency and imposed
low tariff on capital goods, Papauek ssys that with high
prices for consumer goods and low prices for capital goods
80-100 per cent profit was possible, (‘lhus, in 1950s there
was very rapid private industrial investment, especially in
consumer goods industries using relatively simple technology.
Little heed vas given to the consideration of efficiency,
In this rat race for turning industrialists, the lead was
neturally taken by immigrants from IndiaQ The following

Arjun Sen Gupta, "Regional Disparity and Economie Development
of Pakistan®, in V,X R, ¥, Rao, ed,, Hanzladesh.
Problems and’ Prospects

( Delbi, 197é) 9 Do 38,
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Table demonstrates this quite clearly:

Tadle 43

Percentage Matridution of Industrisl Entrepreneurs
ané total population of Karach!i dy place of Origin

Place of Snall Large Total Total
Origin Scale Scale Col, 243 Population
(1) (2) (3) (4) (S)
To tal 100 100 ) 00
I, Pakistanis by
Origin 28,9 14,3 26, 2 3,2
8) Natives 9,6 4,8 83 16,6
%) Immigrants 19,3 9.6 16,9 17,6
II, WMigrants from
Indda .8 81, 7 73,6 64,4
I1I, Migrants from
other countries 0,3 4,0 1,2 1.4
Surce: lewlis, n,3, p.45, Origm%l fources G, Famzq,
e e 8 0f _saraeh 3 COROMLIC LNATACTLS St1Cs

The way to becoming industrialists lay through

agriculture end trade or trade alone, As lewls sayss

#ithin groups both from Indiz and Pakistan there is
a clear proaression over the generations from agriculturist to
trader to industrislist,
lor from aggriculturist % skilled ladourer to manager or

entrepreuncur, In tems of total numder of Karachi entrepreneurs,
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the background of industrial entrepreneurs snd managers

is dominated by experience in trade and some experience
in industry, 8

(’_l'he private industrialization programme was actively
aided dy the fovernment, The Second Rve-Year Plan of
Pakistsn declarec¢ that pudlic sector should not reserve any
complete industry, Rather i1t should f1ll the gap left ty
private enterprise because of investment risk,) Pakistan
Industrial Development Corporation (PIDC) was entrusted with
this task dy the Government, The Plan further saids

The Charter of the Corporation enfins 1t to Givest
i1tself at the opportune, time, of its investment &n the
undertakings that 1t promotes,,, It is strongly recormended,
however, that should at any time private enterprise de found
Peady and capadle of undertaking any or all of the
industrial investment $adtifyedbinathe Plan for the pudblie
sector, there should de no hesitation in sllowing the private .
gector to do sg, And as A, R, Khan points out, in case of
disinvested East Pokistan enterprises the ownership invariabdly

passed on to wes¥akdwdaf! Since they commanded resources and

Iewvis, n,3, p.45.
0.9, pp.?a?os.”.
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credit.wrthiness, The private bduyers purchased such enter-
prises not out of their own savings but "by cheap bank credit

to which they had access in sn oligopolistic banking system®, 10
_Thus pudlic favestment doudly benefitted the private enterpreneur,

(11) Bupesyaratic Gontrolas

In a country like Pakistan where initially 1ittle
industrial development had taken place and where industrlanzation.
was both sponsored snd aided by the government, control dy
government was natural, And, Government control,in effeat,
meant bureaucrstic control over the whole development process,
As Papanek sayss

BEconomic policies did have to take into account the
wishes of the "New Glass™ of the civil service, Proposed
changes in civil servants’ prerogratives were strongly resisted, 1l

(a) Controla on Imports:

" Import control was regulated by the goverament, This
was effected through the policy of import licensing which was
centralized, This assumed significance in view of the fact that
Pakistan had@ to import a lot of things including consumption goods,

10 4,1, Knan, The Fconomy of Paneladesh (Mac-Millan, 1972),p.72.

11 dustsv F Popanek, Paklatants Development 1 Soelal foals.
mmzm_immhna. (Harvard University, 196€7), p.139,
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(d) Controls on Inveatnenta:

Another related thing which cane under bureaucratic
control was proposals for new investments, The goverament
provided incentives to private capitalists to set up new
industries and the distribution of incentives mainly depended
upon buresucratic decisions, In the early years of Palistan's
development, duresucracy had an upper hand vis-a.vis the
entreprensurs, Pecause it commended education and
experience which the latter g lacked, That the Covernment
could control investment 1s testified by Pap.nek when he

sayss

Using the tools at 1ts disposal, and especially
1%s control of investment funds snd of all foreign exchange

the government can influence and if necessary determine sll

sienificant economic decisions, 12

(It need not again be emphasized that uot only
$ndustrial licensing but also import of industrisl raw
material, machinery) which constituted foreign exchange
component of the pro ject,slways invited government and thus
bureaucratic control,)

12 r1ga., p.18.



It has already bdeen said adove that Government of

Pakistan 414 not devalue its currency slonpwith India in
1949, Thus 1t artificislly maintained a greatly overvalued
domestic currency, Investors were alloweé foreign exchange
for the fmport of industrial machinery and € quipment at the
officisl exchange rate, This made import cheaper than what
1t should actually have been snd export earnings fell, In
this situation protectionism encouraged industrialization,
Pomestic.manufactures were higzh.priced ané agriculture
products were relatively cheap, Hirther, major inputs into
industry were agricultural, Thus, the exchange rate policy of
Government of Pakistan wag one of the reasons for the transfer
of substantiasl emount of income.cut of Hhe.agriculture and
into manufacturing industry, These income transfers, which
were heavily reinvested in industry were, as Iewis points out,
a principal reason for the rapid overall rate of growth of
{ndustry in Palkistan, 1> It 1s needless to restate that the  °
ma jor bdeneficlary of this rapid industrial growth was wWst
Pakistan,

13
Ievis, 1,3, p.16,
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(1) Public Pevelopment Expendlitute:

@he differences in the level of development of the
two provinces was edmitted by the Government, ) In May 1961,
President Ayud in a press conference in Tast Pskistan
adnitted the existence of economic disparity and pledged the
regime 's commitment to its ).'emoval.l‘l Bven article 146(4)
of the Constitution of 1962 solemnly declared:

#A primary odbjlect ,,. in formulating the plans .,, .
shall bde to ensure that &isparities between the provinces
and between different areas within a province, in relation
to i{ncome per capita are removed, and that the resources
of Pskistan, (including resources in foreign exchange) are
used and allocated in such a menner asg to achieve that
obdject in the shortest possidle time, snd it shall de the
duty of each government to achieve that odject, #15

Thus, the Covernment's pledge of ironing out
dispsrities betwesen the two provinces would have deen .
oxpected to be carried out by equitadble distridution of pudlie
Gevelopment expenditare, @:t public sector allocetion for
BEast Pakistan gugd/fMsé during the Second Five.XYear Plan and the

first three years of the Third Plan never went beyond 49 per cent

14
PFounaq Jahan, n,1, p, €8,

15 Ib’d. 9 p. Q.
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of the total, though 1ts share went on incressing from year
to year.) Figures also show an increzse in the plan
allocation for Bsst Pakistan when ananual averages are taken

into considerstion,

Tadle #5

Bast W st ,

Pakistan  Pakistan Nest
Annual Average
under Second Plan 1,261 1,63 45 85
1065.€6 1,472 1,641 47 §3
1966.67 2,190 1,960 83 47
(estimated actusl)
1067-.68 2,716 2,285 54 46
(estimates)
Annhual average under
Third Mve.Year Plan 2,128 1,962 52 48

Sources Mounaq Jahan, n,1, p,73,

¥hile 1t seems from atove that Bast Pakistan overtook .
West Pakistan in pudblic sécto= allocstions during the Third
Plan period, in fact, 1t was not actually so, bBecsuse 1t 4id
not include,as Rounaq Jshan points out, the multi.milldon
éollar expenditure for the Indus Basin Pro ject, funds which
would be spent totally in West Pakistan and which, 1f included
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in the Plon, would make West Pakictan's gross investment
much hicher than the Rast's, 16 Thus in pudblic expenditure
Ragt Pokistan was discriminated against end this fact was
sought to becgiriifiawed Py the Government,

(b) Milistary Fxpenditures

Though statistics on military expenditure are
difficult to odtained, the fact that Fast Pakistan's
representation in the armed forces, especially in higher
echelons, was negligidle and that most of the military
instsllaticns were in West Pakistan, would go to prove that
West Pakistan appropriated 1lidn's share of the military
expendi ture, ./éinee nore people in West Pakistan were
employed in theéwiditary, 1t endowed more people in Uest
Pakiatan with & better purchasing power than the people in
the East, This widened the marker for industrial products
and thus indirectly contrituted to the more rapid
‘indistrialization of West Pakistan,

TIX, GCHARAGTER OF PAKISTAN'S BUREBAUGRAG
(1)

Ag has been pointed out adove, Bengald representation

16 jrga IMMd., p.76, Also gee, M, Akk@lagnr Rehman,
"The Role of the Pudliec mo%r in the Economie Developmene
of Pakistan®, in E, A, G, Fodlnson and K, Orittin, ed,,

_mmmammm_%fm proceedings of o'
conference held by the International Eeonomic Aszociation

at Kandy, Ceylon (Macmillan, 197), p.71

L
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in the civil service of Pakistan was very low, especially
tn the higher ranks, M, Akhlaqur Rahman citesvux/s
reason as one of the administrative reasons wvhieh

hampered the implemantation of the First Plan in Fast
Palki stan,

The argument is based on the importance of the role
of the leadership, initiative and actions of the executives
in economic development, especially in the development of the .
pudlic sector, of less developed countries, It i3 they who
basically initiate, formulate ané implement development
schenes and polictes, 17

The senior bureaucrats were not only in a position
to determine the way policies wuld be implemented, bdut
also because of their proximity to the politicians and the
policy making machinery, were in a position to influence

policies themselves, They were sometimes the drains behind
the formulation of policies,

(11) Alllance with the capitalliat clagsas

Papanek says that the civil service leadership in
Pakistan came largely from familieg with 8 civil service
dbaekground, He further says that #nlike "governing elites" of

Itsd,, p.84.
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other countries,they d1d not have land-owaership or business

antecedents, From this Papanek mistskenly concludess

Their primary loyalty wss to the nation, the government,
their service, their family, or themselves, not t one of the

ma jor pressure groups sesking to influence goverament
decisions, 18

He further arguess
Contrary to some simplified neo-Marxist analysis,

the civil servant and therefore the government were neither
sudservient % nor allied with either landlord or business
interests, iior wvere they drawn from thesge groups, As a
result, in Pakistan of the 1950's the government could
dominate significant economic deciglons without extensive

ownershbip or direct control, 19

Papsnek's confuszion arises because of hig lack of
understanding of the stsges of growth of the capitalist
class 4n Pakistan, His later comments confirm this confusiof,
In the 1950's, as has bsen said earlisr, the capitalists were
not in a position to control the state machinery effectively

snd thus could not influence government docisfon making process,

18 Papanek, n,14, p.7,
19 1b14,, p.139.
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The government thus seemed % be 'autonomous. ’f«’apahek in
the same breath aduits that “at least until 1958 the
landlords of West Pakistan coulé dlock significant land.
tenure changoa".m Byt the supremacy of the landlords,

to a great extent, passed into the hands of the newvly
emérging industriaiists with the coming of the 19€0s,

This was, sccording to Pepanek, “unmistaksble®*,2l
Intermarriage had started between the families important

in the civil service, the military, and the landed
aristocracy, Youngmen from the families of civil servants
also tended towards employment in industrisl houses, Direct
alliance grev more and more between bdureaucrats and wmilitary
and the industrialists, These relations were usefully turned
in their favour in the 10€0's by the west Pakistan traders
vho quickly converted themselves into industrialists,

IV, JIMPACT Qi INDUSTRIALIZATION:
(1) Plyersion of foreizn exchance resources from Faat
o _West Pakistans

Thouzh, as we have shown adove, Fast Pakistan's export

sarnings~atd:thug foreign exchange earnings were more than that

20  Ivdd,, p.138,
21 1mi6,, pp.140-41,
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of West Pakistan,in inter-wing trade the latter had an
advantage, Thus between 1064 and 1960 exports from West

to Past Pakistan amounted to f, 5,292 nmillion and during
the same pertod exports from East to West Pakistan were
only %,3,174 m1111on,22 This defieit in Fast Pakistan's
intrs.regional trade was 1llusory since the prices paid

by 1t for its imports from West Pakistan were considerably
in excess of international prices, Given the option to
purchase from the international market from 1ts foreign
exchange earnings, 1¢ could have effected consideradle
evnomies in 1ts cost of imports, In the gphere of
international trade, on the other hand, East Pakistan
congistenly mainteined a surplus position in fts dslance
of trade till the end of the sixties, (T11l the end of this
period, while 1ts exports were about € per cent of the total ,
1ts A4y imports were only 30 per cent (see Tadle3¥rF), This
clearly 1llustrates hov a8 part of East Pakigtan's foreign
exchange earnings as well as the btulk of Pakistan's extemnal
agsistance was employed for the industrislization of West

Pakistan, ) Given the nature of bureaucratic controls over

22 Sources Stg 3 : b: Economic
Research Rueau awciety and Commerce ?ablications,
(Calcutta 19’72), p.1
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imports ané investments, snd the close proximity of the
entrepreaeurs to the centralized licensing authorities
in Karachi, 1t is no wonder that the bulk cof the import

licenses were issued in favour of imports into West Pakistan,

(11) . ; ene
@ost Pakistanl industrislists extended their dominance
over the Bast also, Fut their interest lsy not in the
industrial development of Fast Pakistan, but in reaping and
repatriating dividends, BEven in 1967.68 only 22 per cent

of the totsl private investnent of Pakistan went to the Eagt
and the rest to the Wast.23>

The dividends of the lWest Pakistani industrialists
reaped from East Pakistan were not deing recycled in the invest.
ment chanmwel in the Bast, @rtber, west Pakistan's percentage of investment

from 1ts own savings was 1e8ss than that of the Bast and funds °
from Rast Pakistan were being diverted for the eccnomic
development of West Pakistan, Thus, Fast Pakistan was deprived
of its réghtful earnings and investaent resources.) As a

28 gurces Founag Jshan, n,1, p.73, Original Sources

Pakistan, Planning Commission, The Mid-Plan Reviey
of the Tird Mve-Year Plan, 1965-70, p.3s.
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consequence, Eagt Pakistan developed a very narrow industrial base,

Canclusions

Ou:‘dbaofvation of the initial conditions of development
reveals Yoth differences and similsrities in the tw winzs of
Pakistan, The Fastern Wing had a slight edge over the West in
respect of size and literacy of the population, whereas the West
had more entrepreneurisl and administrative skill 25 well as
better developed physical infragstructure, Mhth the winss were
equally deficient in the availadility in indigenous raw materials
needed for industrislisation, The Esstern wing, however, had
the advantsze of areater earnines of foreign exchange through
exports, It 1s contended here that failure of the Covernment of
Pakistan to take due coznizance of these underlying differences
led to the unequal spurt of industrizlization in the two provinces,
Industrial as vell ag economic policies in general daged on
private entrepreneurship and buresucratic controls tipped the
' geales in favour of the Western bking, (}t was only after the .
mide.sixties that public development sxpenditure in the East had
fnoreased substantially,) Rut, considering the amount spent in
the Western Wing in respect of Indus Basin development and

military expenditure, one wuld doudbt vhethrr the former had
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gained a definite edge over the latter in this respect,
k¥hen Bast Pakistan protested against this unequal sccess

to resources. during the course of liberation struggle,
the Pakistan army wrought bavoo, How the losses

sustained by the war of liberation exacerdated Bangladesh's
underndevelopment, and how this posed special problems

for the nation's industrialization, is examined i{n the next
chapter,
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THE INDUSTBIAL SECTOR IN PANGLADEGH
AT THE TIME OF LIBERATIQN

In the last chapter we have discussed the principal
instruments of industrisl and economic policy of the OGovernment
of Pakistan and have tried to indicate how their {mplementstion
led to unequal industrialization in the tw wings, Consequently
vhat aangiadnb inherited was a3 very narrow snd fragile
industrial base at the time of 1lideration, (Bven this narrow
industrial dase which Mngladesh inherited, was sudbject to the
ehocks and ravages of the nine-month war of lideration, from
March to December 19719 As 1f the exploitation systematically
carried on by the Western wing for the last 24 years was not
snough, the Pakigtani army vm'ught havoe during the nine months
of the war to leave the Eangzladesh earth 'sgcorched’, /6\0
Bangladesh guerillas had sometimes even to destroy infrastructures
like bridges, roads, stc, purely as a means of self-defence, The
shaping of industrial policy in newly liberated Hangladesh wuld
have to take account not only of the narrow base of its fndustrial
structure which 1t had inherited, bdut also of the immediate
problems and dislocations caused by the ravages of the war of
lideration, Accordingly, this chapter is devoted to an evaluation
of losses gustained dy the industrisl sector of Rngladesh
directly as well as indirectly following the war of 1ideration,
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The devastations caused to the economy of Bangladesh
during the nine.month lideration war cannot de messured in
real terms, This is particularly =0 in case of loss of human
lives, As Dr A, R, Khan puts 1t so succinctly, dislocations /
caused by the war were "disproportionate to the degree of
fire.power employed®,1 Heusttribiited 1t to the fact that
Pangladesh for the first time in its history was experiencing
s modern war, Rut still, some estimates of the physical losses
sustained dy the m;iuseriel sector of Banglade-h Suring the war
of lideration can de given from a comparative study of the
conditions of the industrial sector defore and after the 1971
war, Rt even here we admit the following limitationss

(a) An agsessment of after-war condition of the industrisl
sector can be baged on replacement value of the lossés caused

to physical assets,

(d) The atove cannot give the actual extent of loss since
prices of physical agssets at the time of replacement may have
~.gone-up dy many times the original cost, .

@a far as overall loss and @anages %o the industries in
Bangladesh tn the course of 1971 wer is concerned, a survey by
Uni ted Nations Relief Operations in Dacca (UNROD) put the figures
at Taka 402,085 million, ®qual to nearly US $ 52,215 millton,2)

1 A.R ¥an, The Economy of Eangladesh, (Macmillan, london,l1972)p.3S.
g Sburco: '
v

y 072 Ministry of rcrmation and
) adonoung vernmcnt or the Peo le's Repudblic of Hangladecgh,
p- 100, Origlnal Sources UNROD Information Paper, No.17, Vol, I,
adble XIII, p,.46,
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But we shall de fatliag in our appraisal of the losses if we
treat industries in isolation and attempt at a quantification

of losses caused to them, A more mporteﬂ question would de,
as Dr AR, manﬁéﬁnes, to find out the extent of loss caused

to the productive capacity' due to the dsmage of physical
ossets,3 As sgch we must still try to droaden our spectrum

and assess infrastructural loss as well as loss of manpowver,
that 1g loss of fac;ors contrituting directly o: indirectly

to industrial production, and thus try to evaluate the ocondi tion
of the 1nd§xatrial sector in Bangladesh at the time of libderation,

DIRECT LOGSES:
Iodustrial Plant and Machinerys

Manufacturing industries in Bangladesh remsined relatively
unaffected durinz the 1971 war, The Hangladesh Industrisl
Development Corporation's (BIDC) preliminary estimates put the
loss of assets of Teka 10 crores, _A good deal of 4t consisted
of 1nvent6rus, stores, chemicals, furnitures, etc, From this .
ostimate, the Annual Plan document 1972.73 concludes that not more
than 3 per cent of the total installed plant and machinery of the
large scale mant;fncturlng industries hag deen lost, Lth the loss
of spares sné inventories sffected industrial production in the
nonths following ubeuuon.‘ D)

8 Khan, n,1, "p. 36,

4 W&m‘g“ -_-1;], Planning Commission, Government of
* the People's Repudlic of Pangladesh (Daceca, 1972), p.S3.
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JNRIRECT LOGSZQ:
(a) Manpower:
An actually inestimadle number of people Gied during

the lideration war, Moreover, ten million had to flee %o
India angd another twenty million were displaced, Their
rehadilitation after liberation vasg & me for prodlem, The
loss of intsllectuals was also not insignificant,
/Iﬁdusex-ios in erstwhile East Pskistan were not only
established by the West Pakistanis, but were also manned bdy
then, Skilled personnel and managerial hands were drought
in from the West and only unskilled ladtourers were locally

\
recruited, Even before and gduirding the war the West Pakistani |
businegsmen fled away with their money leaving Bangladesh
industry bdankrupt b%oth in managerial and material resources,
|
|

The void could not possidly dbe filled up immediately,

(b) Agridulture:

Agriculture 1s the major supplier of raw materisl to
the industrial sector in Bangladesh, Iuring the nine.month
wvar there was an immediste and substantiasl decline in the
output of rice, jute and tea, This was mainly because of the

 displacement of people, The tenkative loss of output in this
seotor vas estimated at Taka 370,05 crores, In addition, the
total loss of physical assets in agriculture, food asnd other
sub.sectors amounted to Taoka 84,19 crores approximately, S

‘ R ' \'
Ministry of %gfomauon and

Dy, Decenbar 16, 1972,
Erosdcasting, GCovernment of the People's Repubdlic of Bangladesh,

—
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(¢) [ivestock end duellinegs
The importance of live.stock in an underdeveloped
country like &adgladesh cannot de gainsaild, The primitive / A
nature of agriculture and transportation, especially in
rural areas, makes 1t fndispensatle, Though 1ts loss during

the war 1s impossidle, to quantify, st1ll 1¢ 1s no Goudt
sudstantial, ’

The loss caused tw d4wellinegs, factories and godowns
was also consideradble, Housing prodlem was asggravated
during post-liberation days decsuse shortages in housing

prevailed even defore literation,

(4) Soclo-economic Overbeads:

Rt the most grievous loss suffered, as the Annual Plan
document of 1972.73 records, was dy the “already meagre
economic overheads, transport, communications end power
tranmiasion".s These economic overheads are important sources
of so-called “forward linksges®, As Dr A, R, Khan seys, 1f the °
supplies of the aforessid economic overheads are elastic,

?'rovi.o\ul
industry, agriculture, eand other types of economic sctivity are

6 A P - Planning Commission, Covernment of
the People's Republic of Bangladesh (Daces, 1972),



with external economies, #And if their supplies are
inelastic at the mergin, then profitadility of the using
industries tends to be low and economic growth is bampema.7
- Thus a discussion of the logses suffered by the economic
overheads gnd infrastructures will give an insight into the
extent of dislocation cauged to the fndustrial sector dy the

wvar,

Road and rail transport system {n erstvhile Esst
Pakistan was sparsely develeped asnd all *expensive!
prozrammes had been successfully put off by the Pakistani
rulers in Islamabed, & Fangladesh inherited, what
Pr, A, R Fhsn calls, "an over-uged and inadequate infrastructure.
with marks of path vork sll over 1t%,8 Metslled road and
railway route mileage together per square mile of texrtitory
in 1970 was O, 7&9 To make matters worse, s total of 287 large
and small railway dridges were demaged during the war, while
siznalling system and communication lines were badly disrupted,
Znall Gislocations were quickly repsired dut arterial ratlway

netwrk remaiced éisrupted for quite sometime, Mur major river

Y EKhan, n,1, p.77,

Ministry of Fnance,
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dridges, those on Meghna (King Ceorge VI), Padma (Hardinge),
014 Brahamaputra (Mymensingh) and Teesta remained to be repaired, 10

The ports of Chittagone and Chalna suffered heavy
damage and were blocked dy Sunken Vessels, Inland waterways
vere also obstructed by a numdber of sunken river.craft, As has
been already said, Bangladesh industry was heavily dependent
on imports and stoppage of supply of maintenance imports
entailed closure of many industftes with depletisd stocks,

In power generation total cost of damage smounted to
above Taka 3,00 crore and loss on account of disruption of
distridution facilities amounted to over Taka 18,00 crore
(1 ¢rore = 10 million),

The sbove discussions and the figures quotod therein
show the losses suffered by economic overheads and infragtructure
which ere incidental to and importent pre-requisites for
industrial development of s country, <’fhey only indicate how
difficult 4t vas for Bangladesh to confront the post.lideration
war situation with rcad snd retl links ruptured, stocks of rew
materials depleted and skilled and unskilled menpower lost.>

onevar_, percentege loss as well as loss in value terms

to varfous sectors and sub-goctors under pudlic sector in the

10 mmmuwg_za% Planning Commission, Goverament of
the People’s Hepublic of Pangladesh,(Dacca, 1972),




economy 1s as followss

Tadle I
Inss to Pudlic Ssctor

Percentage loss in the public sestor
(Measured in terms of replacement

value)
Transport 38,9
Power and natural resources i... ° -:tms_..g 7.00
Industires 4,2
Social Welfare and Labour 6,9
Housing and Settlement 3 3.
Pudlic Health Engineering 3,4
Vater 2.3
Agriculture 26,2
Health 2.1

Bducation 4.7
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Table &
Pudlic Sector Amount in Teka
(nillion)

Trangport. - - - 1,226, 58
Power and Natural Resources 226, 29
Industries 134, 7
Communisation 50,86
Social Welfare 220,90
Housing and Settlement 107, €2
Public Health Enpineering 108, 26
Water 72,66
Agriculture 841,90
Hoalth 68,43
Bducation 150,00
To tal 3,208, 19

Sourcck both ‘i‘abIQSI and IIt o
; - : { : Docember 16, 1972,

#inistry of Inforvation snd Brosdcasting, Government of the
People's Repudlic of Eangladesh,
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The tranépo’rt sector was severely mauled followed
by agriculture, BRut as has already been argued abdove,

these various sectors and sudb-sectors cannot be compart. /

S 14

industrial gector snd then the import of their loss on
industry can e fully realized,

As we are well aware, Pakistan was hieavily dependent

on foreigzn assistance and imports for its developmen§, At the
time of lidberation Bangladesh 414 not start with s pipeline of
819 ready to be disbursed, ~Before the flow of aid could begin,
new contacts with donor countries had to bde estadlished, This
involved protracted negotiastions with the donor countrieg,
Similarly, new contacts haé to be estadlished with foreign
suppliers by the licensees doth in the pudlic sector and private
sector, _1h the meanwhile shortagés of wital raw materials and

capital equipment 1led to considerable excess capacity in the
industrial sector,

From the adove,*» 8 consideration of the loss caused
to actual industrisl sector is only a small leap to get a
total picture, All seem to agree that ravages wrought by the war
in manufacturing industries was comparatively small and mild, }1
n ,

R, Khan, n,1, p,36 and The Annual Plan 1972.73, Plannin
Commissiot’), Go%ernmen_s of the People's Republic of &nglagesb,p.a.
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#hile direct physiecsl loss to the industrisl sector of
Bancladesh was modest, 1t was the indirect losses srising from
the damage to the goclo-economic infrastructure as well as the
geverance of comnunication links which had 3 more far reaching
impact on the periormance of the industrisl sector, This will
become appsrent when we make 8 comparative study of the levels /
of production in selected industrial units in PFangladesh before
and after the war of 1971, This is presented in Table 3 bdelows

Table 3
PRODUCTION IN SELRCTED INDUSTRIES IN RECENT YRARS

liame of  Unit of nontly Recent monthly Recent monthiy

Industry output averace output and time output as inde;
output in period of 1063.70
1968-70 monthly output

Jute Thousand X

Textiles Tons 48,3 40,9 in May 1972 85

Newsprint Tons 2,978 1,986 in May 1972 67

Paper Tons 3,518 1,568 in ¥ay 1972 45 |

Petroleum Thousand 99.1 1n 76,5 1a May 1972 76 |

Prodp_pts : Tons January 1971

Cement ~ Tons 4,417 3,238 average for 73

Apru-May 1972
Fertilizer Thousand Tons 7.9 3,3 average for 42

March-lMay 1972

Steel Mills Meteric Tons 3,238 in 3,806 average for 118
January'71 March-‘{ay 1972

Cotton Cloth Thousand 4,929 500 estimated average 10
Tons for January-May 1972
Cotton Yarn Thoussnd 8,808 2,800 estinmated average
Pénds for Jan-May 1972 32
Matches Thou sand 1,080 1,050 estimated for
Gross Boxes May 1972 for a sample 98

Sources The Angusl Plan 1972-73, Plaaning Commission, Government
. of the People's Republic of Pangladesh (Dacea, 1972),p. 6.
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It may de observed from the Table that except in
case of steel,output in other industries declined,sometimes
to the extent of 90-per ceat:., ';s in case of &¢tton eloth,
in the first half of 1972 as éomparcd to 19@-.7, Production
in stell mill regzistered an increase which can de exzplained
by the fact that the Chittagong steel plant, the largest
unit in Pangladesh and MTsick,:uched record output
n many units, 12 Trom the atove also the fruitfulness of
our broad-.based approach to the prodlem can be realized,
Had 1t not been for other concomitant causes, the decline

in industrial production in ma jor industries of HRingladesh

would not have been so phenomenal,

In short, erstwhile Bast Pakistan, hich was sheathing
with discontent under Giscriminatory policy followed by the
Pakistani regime and tried to wriggle out of the clutches
came out dut bvimping, This was not unnatural especially when
1¢ had to undergo the experieance of a modern warfare, The
underdevelopmeitof Pakistani days was still pushed dack by a

few more years by the losses caused to industries, infrastructres

and eoconomic overheads during the war, The prodblem staring at

the face of Fengladesh at the time of lideration was worse

12 gee, Rebman Sobhans "Nationalization of Industries in
Bangladesh 3 Background and Problems®, in B, A,G, Fobinson

and X, Oriffin, ed,, Ihe Econon ey e hne 1ad
within a Socialist Yramework (Mac-Milla

*2 Las L RoL0L-5-11)
n, london, 1974),p.199.
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confounded, Fowever, Bangladesh had to face the grim
reality, The aftermath of the war required rehabilitation
of the displaced persons which was quite a problem given

the already empty godowns and stores, ruined dwellings

and a large numbdber of invalid people who tore the drunt

of the lideration war, The cost involved in executing the
large-scale rehadilitation programme was disproportionate

to the size of rén@rcoa at hand, Dreien aid wvas not

also immediately guaranteed, Alongwith rehadilitation,
developmental work hed % be carried on, so that the economy
did not stagnate snd the seventyfive million people d¢d .
not have to starve, ©r mass scale production of @ssential
commodi ties, industries had to be revived and its vheeis
set in motion, This involved the formulation of pragmatic
policies, The task ahead was, by any means, stupendous,
How PBangladesh confronted the problems thrown up by the
aftermath of the war, especially as far as 1t related to the
industrisl sector, wuld concern our attention in the next

chap ter,
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SALIBNT FEATUHES OF INDUSTRIAL POLICY OF BANGLADRSH

The econvmic poliCy of a newly independent nation is
to 3 considerable extent conditioned dy $ts historiecal

legacy, lMoreover, when the struggle for liberation inwolves
substantial human sacrifice and major dislocation to the

vital sectors of the economy, then the formulation of
econonmic policy wuld have to take due cognizance of the
prevailing objsctive conditions, In the previous two
chapters we have deen concerned with an examination of the
aforementioned factors with respect to the industrial sector
of Bangladesh, In this chapter we now turmm to examine the
salient features of Bangladegh's industrial policy as it
evolved since lideration under Mujid's regime,

GQVE ERT TAKE ABA: DORBD ENTERRPRISES:

On 26 December 1971, at a high level meeting presided
over by the Finance, Trade, Commerce and Industries Minister,
the Government decided to take over all the jute mills and
other industrial fims of the abgsentee owaers for their

{mmediate commencement of operations, The meeting wes attended
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by the Chairman of Jute Pvard, Adviser to the Ministry

of Commerce and Industries, and Commerce Secretary, @his
decision of the meeting was descrided as a step towards
nationslisation according to the manifesto of the Awami
League, Out of a total ownership of the entire commercisl
and industrial firms, 70-80 per cent belonged to the
absentee management, ) In accordance with this decision, the
acting President of Bangladesh i1ssued an order on 26 Decembder
1971 authorising the Ministry of Commerce ‘to take over the

- management of ahﬂ‘opcrate these concerns, firmms and companies
@i ther directly or throizh the appointment of administrators
or othervise and generally conduct all ancillary matters

and to carry out such other functions relating thereto as may
be necessary from time to timo%, 1

It was not until 26 March 1972 that the first step

towards industrial development of Bangladesh through .
nationalisation of industries was tsken, An1's step was taken
vith the promulgation of the Bangladesh Industrial Enterprises
(Nationalisation) Order 1972, As a result of this first

b |

. y i< X1 (] 3 A

2R le 14 A=BS . 22X 18R 2L e - PR
Ministry of Information and Broadcasting, Government of
Pedpies' Repudlic of Hangladesh, pp.l-2,
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nationalization programme all jute, cotton textile and
sugar factories and abandoned enterprises having Taka
./{.5 million or more of sssets were nationelised,
Simultaneously a decision to hendover abandoned
enterprises havineg assets worth less than Taka“i:s million

to private or co-operative ownership was also taken?

The Pangladesh Industrial Development Cowporation(BILC),
which was entrusted with the responsidility of setting up
and managing all public sector industries,was abolfshed,
In 1ts place ten sector corporations were set up €ach %o
manage nationali sed and/or atandoned enterprises in the

relevant sector, The ten sector corporations weres

(1) Bangladesh Jute ®ills Corporationg

(11) Bangladesh Cotton Mills Corporationg
(111) BEBanzladesh Sugar Mills Corporationg
(iv) Bangladesh Steel Mills Corporations

(v) Bangladesh Paper snd Foard Corporations

(vi) Bangladesh Fertilizer, Jhemicel and
Pharmaceutical Corporation;

(vii) DPRangladesh Engineering and &hip-building Corporation;
(vi11) Bangladesh Minerals, Oils and Gas lorporation;

{ix) BEangladesh Fod and Allied Products Corporation; and
(x) Bangladesh Prest Products Corporation,

2

A.R, Khen, Ihe Feconomy of Rsnzladosh (Macmillen, 1972),p,188,



42

Inftially the first three corporations were set up

and then other additions vere made, The corporations

| \uere orzanized in a2 three-tier system, At the boftom were
the individual industries which were under the sector
corporations, The sector corporations in turn were
controlled by the Miaistry of Industry, xfg&s overall
control of the industries lay in the hands of the government,
Though 1t made inrocads into the autonomy of ths sector
corporations, the chaotic after-liberation strugrle situation
definitely called for such control atleast in the interest

of the better organizstion of industries,

(A'At the same time, one major factor in the process
of production, that is, labour had to be given certsin role
in the running of the nationallised sector, Hence, in
June 1972 workers! participation in management was announced.)
According t this policy announcg‘t tw of the five members
of the managemeat toard of each nationalised industry would
be taken from among the workers of that 1ndustry.3 The
tiationalisation Order of 1972 was only 8 preliminary
industrial policy statement, It left many things obsecure,
/Onev of them wos the dispersel of industries, Ahe role of
foreign investment tn the industrial sector was also not
stated, These ambizuities and uncertainties were sought to

be removed by the industrial end investment policy of 1273,

3 1Ivse,, p.189,
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INDUSTRIAL AND INVRSTYEsT POLICY 1973

The most 1mportant industrial policy and the first
ever industrisl 1nvestment policy of Rangladesh was
announced on 8 January 1973 by the Industries Minister
Syed Nazrul Islam, This Industrial Investment Policy,
definihg the main areas for fandustrial development and
estadtlishing priorities could be enunciated only within
the framewrk of the Mrst Flve.Year Plan of Bangladesh
(1973-78) which wes to de announced few months later,

The policy pronouncement emphsasized the'égciallst
commnitment of Rangladesh, It distinguished between mixed
economic systems where the role of the private sector is
delimited in terms of 1andustrial sectors, that is to say,
under vhich the field of operation of private enterprise 1is
strictly earmarked as compared to the policy adopted by
Bangladesh which restricts private invegtment to small/
medium sized industriel units, This, the policy outline said, .
would prevent private entrepreneurs from growing into big
capitalists’, It wuld also clearly define.tbe erea of
operation iun which the private entrepreneur can exeéclse his
skill and limited capital in deveioping the economy54 Thus
a major portion of the policy was devoted to the consideration

of the role of the private sector in the economy of Bengladesh,

4  paneladesh Observer, 9 January 1973,
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ROLE _QF THE PRIVATE SECTOR:

The Governmentt®s Investment Policy restricted the role

of private sector in Banglaedesh to small and medium.sized
units with agssets not exceeding Taks 25 lakhs (1,e, Taka 2,8
million), Tbis policy declared a moratorium on nationalisation
of private sector units of the aforesaid size, for a period
o!".‘.\ten years, This moratorium would apply to old units for
tX'poviod of ten years from the pudlication of this poliey
and\é new units to be estadlished during the First Flve.Year
,Qlan pgriod from the date of their going.® into production,
Hougver’ these units wuld be free to increase their assets

to Take 3%\ lakhs with reinvested pmfit.s

Manufactyre of arms sand amunition was prohibited in

;*; Thiswias purely for security cohsiderations,
\
A very 1ntet§\t1ugprovision of the Policy wzs that

the private sec

. the Government reserwed the ricsht to nationalise any
enterprise in the private sector i1f it was continuously making
loss or under-utiusinzgits justalled capascity due to neglect

or misgmanagement of tt;/omers.

5 Neys Re th Asig. Institute of Defeace Studies and
Anelysis (New Delhi), Fedruary 1973,

;
4
(.
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SHALL ASD _COTTAGE INDUSTRIBS:

§ince Bangladesh was relatively underdeveloped as far
as large-scale industry was concerned, cottage and small.
dcale industry had a major role to play in its economie
progress, Tharefore provisions were made for them also,

The Bangladesh Cottage Industries Gorpdration (BCIC) was
set up with the purpose of providing better design and

technique, improved raw materials,credit, marketing and
rainine facilities to them,

/ne Policy envisaged a complemedtary role for big
and all industries, 7The large scale industries would
subcontikact production of spares asnd components to small
| units while the former would process the materials supplied
by the small\pnits and produce finished goods:/ Thusg, 1t

is assumed th;§\small private sector units were expected
to grow up as andillary units of the large scale pubdliec

sector industries.

Another corporition for the small industries, viz,
' )
Bangladesh Swall Indugtries Corporation-(QSIC) was created
to act as a developmzﬁt corporation and supplemeat the efforts

of the private sector through development of infrastructure,
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There was provision for dieinvestuent of BSIC pro jgats

alo, In this cazse an indirect reference was made to wrkers'
co-operatives where no hired ladour is employed, In case
of disinvestment of BSIC pro jects, first preference wuld

be given to the workers' co-operatives, In case of joint

ventures, the associate of BSIC would get the preference,

ROLE _OF FORBINN INVESTMENT:
V'
Lack of entrepreneurial resources in Bangladesh

ssitated procurement of resources from elgewhere and
gn investnent wag the easiest means of availing 1t,
t}’:e Industriasl Investment Policy of 1973 recognised
1ts uti1fXy. It was expressed in the following termss

-

“R’re}i‘; equity investment had never played a
significant roX€ in the economy of Eangladesh curins the

last two decade;}\ At lideration foreisn capital controlled

an insignificant ;}art of fixed assets in the modern indus-
trtal sector, 'n:,e.\'ggajor part of this investment was tied up
in subsldlaries of tatgriidtional pharmaceutical companies.. . .

' 4
ané tea gardens which 138 been inherited from PBritish Indis,
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"Zhe need for foreign investment to bridge the
foreizn exchansze rap is recognised as is the need for
importing both technology and management, At the same
time 1t &5 seen that within the framework of a socialist
commitmddt, foreign investment cannot plsy an unrestricted

role in our eemmmy".6

The apparent contradiction between the need for

foreign exchange and eommiti:ent to socialism was sousht
to be resclved dy incorporating certain restriotive
devices in the Industrial Investment Policy,

The first provisonwas that sll new foreign

investnents were restricted to pudlic sector only, In 1t

also the Covernment reserved an upperhand for it dy
keeping 61 per cent of the equity share for itself and
leaving the rest 8§ 49 per cent for the foreign investor,

Poreign equity participstion in new private sector
ventures was not allowed,  In this case foreigzn collaboration

vas éonitim.e\ﬁ to patents and licences only,

g

The Firat PFlve.Jjear Plan 1973-78, Planning Commission, .
Government of the Peoples’ Repnbhc of Bangladesh,
(Laceca, Novesber 197 3’. |

6
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In case of purely new pro jects foreizn investors werz

required to mive the full amount of the foreipgn exchange
component of the pro fect, If thig exceeded 49 per cent ol
the equity as stipulated, then the excess foreign exchange
had to be provided through loan on terms to de mutually
negotiated, If the foreign exchange component of the
pro ject fell short of 49 per cent of the equity, the share

of investors wuld be negotiable to ensble them to have
boldings equivalent to the stipulated smount,

BSIC may also enter into Joint ventures i th foreizn
private investors, Put such units may not be disinvested
to the foreign psrty, In case the foreign partner wanted
to disinvegt, the first option will 1lie with the BSIC who,

in due course may disinvest it to workers' co-operatives,?

The terms and precise nature of association could bde
sudbject to nezotiztion and emtodied in a management contract
to be entered into by the pudblic sector #nterprise and the

foreign iavestor,

7 Psuelagesh Observer, 9 January 1973,



49
Another important aspect of industriel development,
namely efficient management snd development of indigenous

managerial skill through the help of the foreign investor,
was also discussed in the policy pmposal./ It gatds

The sponsoring corporation beinz satisfied with the
need due to adbsence of managerial talent, specisl imow.how
or continuous research feed back from mother plant, may
énter into management contract with foreign private
investors for a desicnated period within which msnagement
of the enterprise is left for an agreed period to the

foreign investors, dnring wich local managerial skill will
bs dovelopczd.8

The final authority for sanctioning any foreign

investment venture was to de the investment Ibard,

3ince foreign investment was so very essential for
the industrisl development of Esngladesh, the PFolicy
decided to give certain incentives in the form of remittances
to forelsn invesgtors, 7Thus, sll foreigzn investment W1l de
free to remits

/(a) A1l post-tax dividend on foreign capital,
(b) S0 per cent of net salary of foreign nationals subject
to a maximum of £ 150 per month per individual,

8 1ba,
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(o) Savings from earnings, retirement benefitand

personal assets of the individual./

Repatriation of capital inclulling capital esins
and reinvestment out of profits was to de permitted,
However, within the first 10 years from the commencement of
production repatriation cannot take place in one instslment

but will have to be spread over a 10-year period,

Governm=nt further expressed its willingness to

enter i:nto treaties to avoid double tax"ation.g

Additional ineentives in the form of tax holiday
for foreign investnent in the jJjoint ventures for a zgg¥ral
period of five years after it goes into production was also
promised provided that S0 per csent of the profits exempted
from tax are ploughed back into the enterprise,

Exemption of export and import auties, sales tax and
excise duty was also proposed in case of 100 per cent export

based industries,

The policy kept sterling tea gardens outside the
purview of foreign investment, Though no reason had been
offered, 1t may be attribtuted to the fact that they already

were huge foreign exchange earners,

9 The Firgt Hve-Year Plag, Plannins Commission, (overnment of
the Peoples' Republic of Bangladesh, (sovember 1973),p. 264,



DISPERSSL OF INDUSTRIES:

Industrial activity in erstwhile Fast Pakistan had
demonstrated a tendency towards regicnal concentration,
This gave rige to unegual industrial and thus economie
development of different regions, The reasons for the
existing di stridution of industrial sctivity of erstuhile
Bast Pakistan were said to be the following:

{a) Access to sovernment decision.makine agencies, Thie
wag particularly relevant in the pre-liberation period,

(b) Josts of procurement of raw ﬁateriels, cost of
distribution and acoess to market,

(e) Relationship to the entire system of spétial linkages
botween a given plant and other industries and locatioa of
physical infrasturcture,

(d) In Rast Pokistan all these economic considerations
operated in varyihg degrees, In the public sector, besides
economic considerations, socisl and political interests also

played a role, "0

Thus, not onlyeconomic considerations tut also political
pressures carried weight in deciding past industrial location
in the country, This aanomaly had to te set right, An analysis

10 B4,
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of the existing pattern of industrial location showed that:

(1) Industrial concentration was the most in the district of
Dacca with large incustrial complexes at wmsrayanganj, lemva,
Tugd, Joydevpur, Ghorasal and tiarsingdi;

(14) Tacca was follo® .- by Chittagons,

(111) Other two conceofitration areas were Fhulna and Sylhet,

(iv) The remaining districts fell far below the average

degree of coancentration,

To avoid the existing concentration of industries
in particular areas, 1t was decided that Incdustrial Bastates
will be the fo2al poiat for development of industries in the
private gector, And in order to combine the odjective of
the utilisation of estates and geographical dispersal, toth
domestic and forefign exchange resources should be divided
up for utilisation dn the baglis of location, The areawise

allocation for the industtial estates were to be as followssll}

Iocation Allocstion of resour
schedule nrovicion c@&(

(1) Estates located in developed

aress ,,. Pacca, Chittagong Not more than 20 per cent
and Khulna
(11) EBstates located in less Not more than S0 per cent

developed areas (all other estates)

(11%) oot loose inaustries (Industries
located outside incdustrial estates
and exclucing laces, Thittagons and Not more than 30 per cent
Khulana)

1 1v14,, p.27.
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The financing agencies were required to disburse
funds for projects situated in 8 particular area upto the

1imits allocatea for that area,

Certain additional incentives and fiscal concessions
were promised to the private sector for setting up
industries outside industrial zones of lacca, darayangan},

Chittagong and Khulna, They weres

(1) The period of repayment of loan may be extencded

hy an additional grsce period of five years,

(11) 4 tax boliday for a period of five years after the
unit goes into production may be allowed provided 30 per
cent of the profit exempted from tax is ploughed back into
the industrial unit or invested in the purchage of

fovernment bonds,

(141) A higher percentage of dedt ecquity than thet

odtaineé in the developed rezions may be allowed, 12

12
Ivié, , p. 270
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QRGANIZATION OF MAsAGEM uT OF NATIONALISED IuLUSTRIES

Ag a sequel to nationalisation of many industries,
the organization of thetir manaeemenf had taken a new
three-tier form: the “lnister-in-Charge, etor Gorporation
and Scheduled industrisl enterprise managenent, The
governmental authority for the management of the nationalised
industites would rest with the Minister-in-Clharge who
would own industries on behalf of the people ané be

accauntadle to the Parliament and the people at large,

hecordine to Article 11(1) of the Nationalisation
Order, the general direction and administration of the
affairs and‘business of a corporetion wuld vest in a
Poard of lirectors which wulc act on behalf of the

Corporation, Further:

"The Poard shall be subject to the superintendance
and control of the fovernment and shall be guided in the
_discharge of its functions, by such general or special
instruction as may, from time to time, be given to it by the

Government, "}3 The corporations wuld be vested with the

"

13 Apticle 11(2), The Rengladesh Industriasl Enterprises
(Nationalisatlon) Order 1972, (President's Order No327),
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function of control, supervision and co-ordination of the
activities, dusiness snd affairs of the industrial
enterprises placed under thegl4d

Thus the industrial enterprises were to act under
the control and supervision of the sector corporations,
The corporations were also entrusted with the task of setting

up new industrial units,

But the three.tier system dids not categorically
state the duties and responsidilities of the different
agencies, In all important matters the ultimate authority
lay with the Governmeat, that is to say, the Ministry of
Industry, Thus, though the sector corporations were to
supervige the dusiness and activities of the industrial
enterprises, the Goverament could also dissolve their Foard

of Directors and appoint nevw Directors, 15

The Government reserved the richt to transfer to
a corporation such of the property, assets and liadbiltty
and gggrgr such officers and employees of the Bangzladesh
Industrial Development Corporation (BIDC) as it deemed fit,16

4 apticle 17(s), 1b1d,, as amended by P,0,Nos13l of 1972,
16 apticle 5(b), 1biq,
16 artiele 26(1), b4,
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Thus, much scope was left for government interference,
which, in effect, meant bureaucrstic intereference, in

the functioning of the sector corporations which would

constitute the kinepin of the industrial development of
Bangladesh, 1?7

OQur atove discussion of the fndustrial policy of
Bangladesh indicates that the Government was trying to
give 8 concrete shape tn 1ts policy framework, HRit within
neerly one and a half years of the first major Industrial
ané Investment Policy formulation of January 1973, the
Governnent came out with another revised 1list of policies
which o#nfeds the promises of more ¥%s.uay to the private

gsector and more concessions to it,

The revised policy announcement of 16 July 1974 said
as usual that foreign investment toth in management and

dquity would be allowed in pro jects where technological and
managerial gap existed sand which will be considered necessary
in national interest, Bat it lifted the previous dam on foreign

17 Br i:8 useful discussion of management pattern of industrial
enterprise, pleasec see, Qazi Kholiquzsaman Ahmad, “Aspects
of the Management of Nationalised Industries in Banpladeah",
and Mohiuddin Alamgir, "Nationaused Inuustries of Bangladesh:
Problems snd Prospects", % adesh !
vol, 1I, n,3, July 1974,
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eqity participation in local private ventures Svh"ere
technical knowehow3%: not locally availadle; technology
involved ?% very complicated and C%p1 tal outlaywas; high,

It vill also extend to fndustries dased on local rav-materisl
or wholly export-oriented :lndustries.m The policy aslso
provmedni%i' technical collatoration without equity
participation was to de allowed in all types of industries,

The existing ceilinz on private investment was also
rajised to Taka Three crores (30 million), The reason put
forth 1lfor 1t wss high increases in the prices of land,

Luilding and machineries and anvexpanded scope for investment

in the private sector,

The moratorium on nationalisation of new indugtries
was raised from ten to fifteen years from the date of their
going into production,

Poreign investors were provided further concessions,
The most important of them was that 50 per cent of the net
salary of foreign nationals subject to a maximum of £200 per

8 Baneladesh Observer, July 17, 1974,
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moath per individual could be remitted home, KEere the
limit was raised from £150 to £200,

To provide better incentive for establishing
industrial conceras in less developed areas, outside the
industrial zones of Dzcca, Chittagong and Khulna, the

period of tax holiday wes raised from § years to 7 years,

After providing for private industries and foreign
investment, the July 1974 declaration gave an elaborate
list of 1nduatr103're§emd for the pubdblic sector, The
18st includeds

1, Armes and amunition and allied défence e quipment,

2 Atomic energy.

3. Jute industry (sscking, hessian and carpet bdacking),

4, Textiles (excluding handlooms and specialiséd textiles),

5. Sugar

6, Paper and newsprint,

7. Iron and Steel (excludihg re-rolling mills),

8. Ship-building and heavy engi neering (including machine
toogs and assembling/manufacture of cars, buses,

trucks, tractors and pover tillers),
9, Heavy electrical industry,
lo0. Minerals ¢ 011 and Gas,
11, Cenent,

12, Petrochemicals ( Fertilizers, PVC, ethylene and
gynthetic fidre),
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13, Heavy and bassic chemicals and basic pharmaceuticals,
14. Air transport,

15, Shipping (lncluding coastel ships and tankers
adove 1000 DWT),

16, Telephone, telephone cables, telegraph and wireless
apparatus (excluding radio receiving sets),

17, fleneration and distribution of electricity,
18, Porest extraction (meehanised).ls

The above policy was a major break from the policy
of 1973 in that £t not only increased the 1limit in private
finovestaent, but also earmarked certaln industries exclusively
for pudlic sector, This meant that in Bangladesh private
end pudblic sectors were being diginguisbed not on the bisis
of size of investment alone, but also 4n the bdasis of
reservation of certain types of industries for a particular

gector, This principle was quite in confomity with mixed

economiges,

3 REICGN TRADR
The industrisl sector in a country casnnot be self-
dependent especially when industrialisation 1s largely bdased

on imported raw materials and capital eqipment, In this

19 1146,
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context foreign trade has vital bearing on industrialization,

In case of an undeveloped country like Bangladesh this is
particularly relevant, At the ssme time Rangladesh had to
export 1ts products for earning foreign exchanze which
could be used in its developmental work, In Bangladesh,
immedtately after lidberation, regulation of import was of
vital importance to ensure the steady flow of urgently
needed raw materials for the industrial sector, The
private importers in Bangladesh before independence were
mainly West Pakistanis, After their flight,a vacuum was
created, This vacuum wss filled mainly by the state
aeency, the Trading Corporation of Pangladesh (TCB) and
the public sector industrisl enterprises because of
their greater participation in the industrial development
of the repudlic, By the end of 1973, 80 to 90 per cent
of foreisn trade was conducted bir the pudlic sector
agencies, Mreign trade was carried on mainly by the
followine three agenciess
(1) In case of raw materials, the sector corporations
would import for the nationansed industries,

(1) T,C,B, would undertake imports for the private
- 4ndustries,

(1114) Mr those commodities in which close contact detween
ultimate users and sellers was important, the
responsidility for importing was left to the actual
user or industrial enterprise,
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Thus, in the initial stages, limited role was
assizned to the private sector, Import trade was sought
to be spread among a numder of private traders to awoid
concentration of imports in a few hands, Rt as more and
more items of import were left to the private traders,
corruption and selling offtdof import licences at a premfum _

to regular traders started, thus defeating the original
purpose of the government.ao

| Thus the industrial policy of Bangladesh started
with avowed commitment to socialist principles, BRut
subsequent changes in the policy package however revealed
some relaxation of the (overnment's earlier enthusiasm for

socialist 1deals, The next chapter i1s devoted to a critical
evaluation of the Government's industrial policy and factors

underlyinrs changes therein,

20 Rr a detailed discussion of import policy pleass see,
I, N, Mukherji, "Import Policy of Bangladesh",
Toreten Trade Review (New Deini), April-June 1975.



Chapter IV

A CRITICAL BVALUATION OF INDUSTRIAL POLICY

In the lsst chapter we have made a detailed study of
the industrisl policyes of Pangladesh during the Mijid era,
In this chapter we propose to examine critically the
implications of these policyes and the problems encountered
tn teker implenentation, %his would inwlve us in picking up
various elements of the policy psckage, the salient features

of shich bave been discussed in the previous chapter,

It may be recalled that industrialisation in Pakistan
took place mainly throuzh an educatsd; urbdanized Indian Muslim
community who had migrated from United Provinces and Bombay
m‘.India and had settled down in and around Ksrachi, They
were primarily traders, &hile RHirki attridtutes their accelerated
rate of conversion to an industrial capitalist clags to the
stoppsge of flow of Indian goods to Pakistan after the "Trade
War" of 1949, Professor Arjun Sen Gupta attridtutes it to the
collapse of the Korean doom and the stoppage of imports from India,}

1 shahid Javed Rurki, "Politics of Bconomic Dectsion-making
During the Bnutto boriod" g\_gm;m‘ Vol, X1V, No,12,
Decemder 1074, gp « 1130 and Arjun Sen Gupta "Regional

Disparlty and eonomic Dovelomnent of Pakiqtan"

Eo : . ’ k.ﬁ.V Rao,

Qd', (Delhi, 1972), 90350
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. Their economic ascendancy continued for ever, even when
‘the "natural teaders” of Pakistan, the landlords, came

to hold reins»éf power after the murder of Iiagquat Ali Khan
in 1951.2 The formation of the Public Sector Pakistan
Induztrial Development Corporation (PID3) could do little
to arrest their rise, Ag hag been pointed out in Chapter I,
majority of the industries in erstwhile East Pakistan vere
also controlled by the West Pakistsni capitalists, Hit
during the five.year period ending in 1970, the PIDC in
East Pakistan bad divested itself of many going concerns,S
‘Tbe reason offered for this was that once an enterprise
becomes viabdble, 1,e, starts yielding profits, i1t should be
trensferred to private hands and new ventures should te
started with the sale proceeds, Since, East Pakistan
entrepreneurs lacked resources compared to their West Pakistani

counterparts, most of the disinvested enterprises went into

-2 mpxt, 0,1, p.1131,

3 AR EKhen, Me . qesh (Macmillan, 1972),p
Also see, A ] Khan "Bangladesh t Economic %llcies noe
Independence®, Suth Asisg Review, Vol.8, do,1, October

1974, p.17,
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the hands of West Pakistani industrialists, Rut, as we have sbom'
in Chapter-l, during late-1950s and early 196€0s, i,e, during the
reign of President Ayudb Khan, 1t was publicly admitted that disparity °
existed betwecen the Eastern and testern wings and tha necessity for
removing it was felt, As Rehman Sobhan has pointed out, during the
last five years of United Pakistan, a new class of Bengzali capltaust.
was created under state patronage,4 HRit they constituted a

minority, as can be seen from the table below:s

Table 1
Pudliec Sector in Bsngladesh as on 26 Narch 1972
Home of source o, of enter- Yalue of thare of
prises (including fixed assets fixed assets

under oonstmctxon) (Takkas million) in perceatag

1, R:rmerly under

CPILC/EBILC 83 170 48
2, Adandoned by Pakistani 111 1047 20
3, Jute and Cotton Mills
owmed by EBengalls 75 210 23
4, Total 23 3557 100
8., Abdandoned units under
Takas 1,8 million 400 214

Sources Rehman SHbhan, "Hationalisation of Industries in Bangladestng
Background and Problems" in Bobinson and Grifﬂn, ed
B z : .

W (Mamillan, 1974) s Do 188. "

4 Renmsn Sobhsn, "Nationalisation of Industries im Bsngladeshs
Background an&

Problens", in E.A G. Pobinson and K, Grittin,ed,,
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Thus 1t 4s clear that even thoush a capitalist class
wvag emerging in East Pakistan towards the end of its association
with West Pakistan, it was small and hence, in the overall
context of the economy of Pékistan, vas subtordinate to West
Pakistani industrial capitalist class, It was some sort of
an internsl colonialism in which "metropolitan® ownership of
.the Western wing prevailed over the East, In this situation
it 15 very natural for the nascent capitalist clags in Fast
Pakistan to hanker for 1ts dominance end assertion and thus
to breakaway from Pakistan, But during the nine.month long
liberation strumgzle in 1971, which was spearheaded dy the
peassnts, wrkers and, middle class intellizentsia and to
vbich Awami Leéague of ¥Yheikh Majid provided leadership, the
aftituée of the capitalist class was what can bdest de called
*apathetic®,5 This can be attriduted to their gense of
uncertainty adout ths outcome of the strusgle which ensued in
March 1971, They wanted, true to their class character, to be
on the safe side, But in the process they lost the goodwill
of the magses and emerged with an weakened bargaining leveracge ~
after the lideration struggle, &ince the workers actively

8 see Aetmsn wdhen, 1bid.,Ap.-185, angé Nurul Islem,
PlapAing in Eanzladesh 2 A 3tudy o

(Iondon,
1977, p.219,
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involved themselves in the strugrle, it was not possible
for the Avami League to wish them sway, Here 1t wuld dbe
pertinent to eéxamine the class charscter of Awami League
briefly, 0

The Awamd League was formed in 1948 as an opposition
to the communal Muslim Lesgue of Pakistan, Rt i1t gould
fiever assume a national chsracter, It remained within the
confines of the East Pakistan borders, Prof, Nurmul Islam
calls it 8 "lideral democratic party with soclo-democratic
leanings*, in terms of 1ts economic philosophy,© As long
as the East Pskistani economy was dominated by the capitalists
of the West, ?.he Avami Lesgue could capitalize en 1ts opposition
to bdbig capital, This was done more in order to win over the
support of the majority of the tolling masses and % pose a
Benssll nationalist character, This did not antagonize the
upper class Bengalis because, as we have said before, they
were not in a position to control the economy, As Prof, Islam
points outythere was a contradiction between its opposition —
to “"Big Rusiness™ snd support for the workers, which became

evident after liders tion.7

€ Nurul Islem, 1bid., p.21.
7 Ivte., p.22.
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(a) In the post-lideration period, the Benzald capitalist
class was trylne to replace the West Pakisteni capitalists
who had left, To sc all out against it would mean £

ali enaténg the nascent agcending bourgeois for whom 1t

stood and who formed the backdone of the party,

(d) By supporting the cause of the East Pakistani ladour
force against the profit-bhungry West Pakistani industrialists,
the Awami League had created an image for itself which 1t
wuld tarnish dy going sgaingt the wrkers,

Because of this above contradiction, ,Auami-Lesgvie had
to assume a socialist stence, (Akhlaqur Rahman points out
that until the elections of 197, the Awami League had not
developed a fascination for soclalism, And the fascination
developed with the election of 1970 to counteract Maulana
Fhasani and the rewlutionary Bengali youth.s) The Election
Manifesto of the Awvami league in 1970 said:

_~ Concentration of wealth and control of the key sectors

A |

cf the economy by 8 privileged coterie cannot be prevented by

progressive taxation and dy regulatory measures alone, In

j Akhlaqur Rahman, "Foads to Socialism-II, The Awami
League Road", Holiday #eekly, (Daces), 19 August 1973,
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order effectively to meet these prodblems, it is necessary
to nationalise the key sectorsof the economy and to ensure

that future development in key aress 1t in the pudlic sector,®

This socialist stance was another attempt at taking
the wind out of another's sail, and it succeeded tremendously
as was shown by the election results of 197, It naturally
came to sssume the unrivalled role of the leader of the

Bengall nationalist upsurge sgainst West Pakistani domination,

' Q’he Constitution of Hangladesh which was promulgated
in 1872 also emphasized its faith in sovcialism, Article 10
of the Constitution solemnly declareds

A Dcialist economic system shall be established
with 8 view % ensuring the attainment of a just and
egalitarian society, free from the exploitation of man by man, 10)

The Constitution also declared emancipation of the
tolling wmasses, peasants and o rkers from 3ll sorteof éxploi.

tation as one of the fundsmental responsidilities of the State, I1°

9 W Mini stry of Bxtermal Affairs,
Covernment of India (Bew I1hi), p, 7,

.
de

4jr e t

MG GONS ‘ ?
Congtituent Asgemdly o
11 114, Srticle 14,

Fep

B e 1 D
f Bangladesh, 1972,
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Removal oi’ inecuslity bdetween man and man and detween

region and region and attasinment of uniform level of
economics development throushout the Repudblic was sccepted
as a fundamental principle of state policy,32 uithout
mincing words, the Constitution asserted work Qa a right

and duty of the citizens and said that payment would de

made on the basis of "from each according to his abilitios/
to each according to his wrk", which 15 a high water.mark

of soclalist principle, 13

< Not only the Manifesto of the Awami League and the
Constitution of the country emphasized socislism as one
of the governing principles, btut also the first five.year

plan of the country hammered on the same point.) It satds

The removal of the capitalist system of income
distridtution, of the private ownership of means of production

relations 13 a necessary pre-condition for soclalist development, 14

Ibig,, Article 19,
13 71v14,, Article 20,

4 Bras Bve-year Plan of Bncladesh, 1973-78, Planning
Commi ssion, Government of the People's Republic of

Banglade sh’ (Dacea, 1973),
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 But this was at variance W1 th the Constitdtion which
said that ownership wuld assume three forms: state ownership,
co-operative ownership and private omox‘ship.m This
anomaly was sought to be explained away dy Sheikh Mujitar
Rahman by saying that through a private sector wuld also
exigt side by side, "formation of privste monopolies-yill
not be allowed, "6 An impresgsion was given through this
gtatement thet private owmership could not grow fnto
monopolies, which is a totally false and misleading impression,

.I:.ator events show that private owners of means of production
grew into bz capitalists..”

The policies contsined within themselves many
lacunae, The lationalisation Order of 26 March 1972
set an arbitrary floor.level of Taka 1,5 million worth of
fixed assets for nationalisation of industries, Most of the
big Sute, supar znd cotton textile industries were already
under public sector or were adbandoned by st Pakistani
industrialists, Eengali.owned dig industries were a handful

L

.

only, Given the weak position of the Bengali cspitalist class,
{t wos not difficult for the Government to deprive them of
their industries, At the same time enough scope was left for

15 1v14,, 0,11, Article 13,
16 pincusten Standaxd, 21 January 1972,
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nanipulation of bdalance sheet and reduction of the value
of the fixed asssets to avoid nationalisation, High
depreciation in cost could play the trick,

" Yrkers' participation in managenent was provided
for, but at the ssme time the effect of it was sousht to be
blunted by bdanning strikes 17 the nationalised sector, 17

Though selected industries were taken over dy the
Government, the management remsined in old hands, The
managers of private enterprises could not de expected to
turn socialists overnight, Thus the control of the productive
machinery still remained in private hands, Lot only that,
since they were holding key positions, the private 4
managers chduld allocate dealership licences to chosen traders
and thus reap the benefit especlally ian a scarocity situation
which prevailed in Bangladesh, There was no control on 1¢,

As AR, ‘Khan puts 1¢s '

The act of nationalisation 414 nothing to impair ‘-
such control, Indeed, the nationalised enterprises continued
to be managed and controlled by their former ocwners, In a
period during which very 1little financial and industrial
discipline survived and ahythi_ng could de bla;ned on ‘§h6 r;cénc

17 wp prestidential Order 1ssued in Dacea on 28 May prohibited
strikes and unfsir labdbour practices in the nationalised
enterprises for six months®, Iampzladesh Ohserver, 29 May 1972,
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turmoll, thig constituted an unprecédented opportunity for
private managenent % pursue its private objectives, 18

Though there was no direct reference to disinvestment
of the pudlic sector industries once they became viadle, as
A. R, Kban argues, there was nothing % pr&ude 1t slso, 19
The incresse in the 1limit of the worth of fixed sssets in
private sector industries from Taka 1,5 million in 1972 to
Taka 2,5 million in 1973 and then skyrocketing of it to
Taks 0 million in 1974 gives further credence to this arMpument,
?ﬁé increzse in 1limit of size of the private soctor from
Taks 1,6 miilion to Taka 2,5 million was marginal vhich could
have been O0xplained away by putting forth the argument of |
price rise, non-availadility of inputs in the local market etc,
ut the twelve fold rise of limit from Taka 2,5 million in
Jenuary 1973 to Taka 30 million in Auzust 1974 was just meteoric,
To add to that came moratorium on nationalisation for 15 years

and foreign equity participation in private industry,

The reason for all this was to give more scope to the

private sector to grow, As Prof, Hurul Islam obgerves:

18 5.H, Khon, "Bsngladesh 3 Economic Policies Since Independence®,
South Asian Reviey, Vol.8, No,1, Octoder 1974, p.17,

19
Khon, The Ecgnomy of Fangladesh, 0.4, p.153,
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"The average size of new industrial enterprises was
about Taka 1 million in 1973/74 and Taka 1,84 millidn in
1974/75, The low average size of investment, in spite of
the fact that costs of investment had increased since 1972
vhen the ceiling of Taka 2,5 million was fixed, contradicted
the hypothesis of lack of viable investment opportunities
within the cefling, *20

o the reason for incresse in limit lay somewhere
other than rise in prices, As Prof, Hurul Islam points
out, by 1974 many factors had contributed to the accumulation
of surplus funds in private hands.2l One of the reasons
being high profits resulting from domestic and external
trade, including, trade in contraband goods and smuggling
across the dorder of jute and other exportadleg Rirther,
abandoned enterprises and tuildings abandoned by Pakistanis
‘were i1llegally occupied by private persons, Addgrigyl cometimes
under political protection, Rent and sometimed 1114gal sale
proceeds obteined from such property went to fallen the purses

of the illegal oceupants,

dNurul Islam MWJLM%%M_&
Suay in Folitical Econony (london, 1977), K.N,23, p.254.

21
Ibi d. ’ p. 244.
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Faurther, even though 80 per cent of foreign trade
was nationalised, privete traders had also a role to play
in iaport and export businegs, Jor that "licenees” and
"permits" were to bde issued to the traders, Here the spoils
systemg wrked very well, Awami Leaguers could claim
1ién's share of the 1icengss and permits becausge of their
political upperhand, This actually happened end Talukdar
Yaniruzzamsn testifies to it, He wrotes

"The major portion of permits and licenses vere given
to Awamg Ileague workers who sold their licenses to professional
traders, Ihis provided them with “unearned income", most of

wnich was not invested in productive ent:ex'prises.“z2

The 1ll.gotten money earned from the above illegal
gources had to find some way out in which that eould de
legalized, So pressure was exerted on the government to
increase the limit dn private investment and widen {ts scope,
Bt whether the existing opportunity for investment in the
{ndustrial sector was adeqate % abdbsord the money generated
{n illegal transactions was not tsken into consideration, that

was favoured and @9sired by the private owners of investment

22
Talukdar Maniruzzsmsn, “"Fangladesh in 1974 s Economic
Crisis and Political Polarization®, Asign Sirvey,
Vol, XV, No,2, Fedbruary 1975, p.118,
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resources wss to revert to the prelideration policy of
Bsponsored capitalism™ uncer which government wuld 1iderally
finance and extend fiscal facilities to the private sector

to grow and where the private sector would de given chance

to experiment in industrial investment with government
subsidy, Prof, Islam sesys, "They (the privats 1nvestois)
vwere eager to ensure that private enterprises were not
confined merely to the smallescsle industries - a small island
in an fadustrial sectr owned by largely dy the government,
which remained pudblicly committed to the establishment of

gociallism, 23

The demand for raising of limite on private investment
was strengthened by forelen investors and aid agencies which
odvocated for a2 bigrer role for the private sector in the
industrial development of Bansladesh then was provided for in
the Fve-Year Plsn, Thus, the wrld BEank recommended raisineg
of the ceiling to Taka 10 million or removing 1t fgg altogetber.%

-

That the vernment succumbed to the pressure of the
new rich in Bsngladesh is evident from the above mentfoned
frequent shifts in policies, It went to such an extent that
whereas the policy pronouncement of 1973 defined private sector

23 1slam, 0,6, p.244.

24
. Islam, Ibid,, pp.246-47.
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‘ f‘on‘m- basis of size, the 1974 policy delimited the role’
of the pudlic sector, In thé initiasl stages of a sociaii‘st
sconomy, private sector does play a role, dut 1t 1s
gradually abolished, In Bangladesh a reversal of the

adove process was to be odserved,

The complementarity of pudlic and private sector
was much emphagized in the industrial $dips and investnent
policy. Here a scope wae given to the private sector %o
develop as ancillary to pudlic sector, Private sector was
to supplement and not to supplant the pudlic sector, Hhit
as the soope of operation of the private sector was widened
by increasing the limit on private investnent, the supplsne
ting of pudlic sector in the long run was not inconceivabdle,

The (overament also reserved the right to nationalise
say private industry that wvas consistently making loss Gue
to mismanagement or negligence on the part of the owners,
The plea of "mismsnagenent™ is extremely facile, o
capitalist wuld like to mismanage his industry, It is
only when because of market compulsions under a capitalist
economy he is thrown off dalance, the Government comes to his

rescue and nurses his sick industry and hands 1t over to him
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once it bdecomes viable, Thus, under a mixed economy,
the Tovernment not only grows s private sector under its
shade, but also nourishes 1t whenever necessary, The
above p"mv:ls:lon of the Industrial and Investment Policy

wag meant exactly to further this odbjective,

The Industrial and Investment Policy of 1973 tried to
highlight Banglsdesh's socialist commitment by posing 1ts
industrisl policy against that of mixed economy systems,

Rat here the logic backed maturity, That private capital

in Bangladesh was confined to small and cottage industry

was solely decause of the fact that private capital had not
reached 1ts commanding heights, The Awami Lsague tried

to kill two dirds in one stone; containing the working

clasgs and layine the foundation for a healthy growth of
capitalism, *he economic system was not a shade different

from mixed economies; albeit, it was a mixed econony vhere

the private sector was relatively weak, "A critical dividing
line®, Prof, A, K, Bagechi says, "between the fully socialist ° <~
economies and underdeveloped mixed eeoﬁes with gpparently
atmilar s
Girectly olter the distridution of incomes between different

is that the fomer c¢3sn

' oc’éﬁ;ﬂa-tiénal g‘mupé or the distridution of the means of

production detween different sectors so as to make them conform
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to the stratesy of development, bBut the letter can try to
do so only throuszh a cumbersome spparatus of fiscal, monetary

snd physical controls supplemented dy the market mecbanism".%

After evaluating the content of Bangladesh's
industrial policy, vwe now turn to examine the efficacy
of the same {n terms of industrial performance, Here also
a8 gap existed detween the profession and performance of the
Awami Lesgue Government in Bngladesh, Thus capacity
utiliszstion in some major industries did not even touch
80 per cent dy 1974/75, The following tadle shows thats

Tadle 2

Degres of capacity utilization (percentages)
of selected industries of Eangladesh

Yndustry 1972/73 1074/75
1, Bangladesh Engineering and
Shipduilding Corporation 51,65 89
2, Jute Manufscturing Industries
(a) Hessian 61, 62 €8
(d) Sacking 76,17 72
3, ©Sugar 46, 67* 58
*1073/74

Sources Ml Afroz and If{lip Kumar Koy, "Capacity Utilization
in Selected Manufacturing Industries of Pangladesh®,

£ , Vol, IV, No,?2,
January 1976, p, 986,

26 A,K, Badichi, "long-Tem Constraints on India's Industrial
* Growth, 1951.1968", in Robinson snd Kidron, ed,
E ome South Asla (Macmillan, london, 1970),
p.171, Faphasis added,



19

Though the authors of the article mentioned at the
~ bottom of Table 2 altribtute under-utilization of capacity
of war ravages of 1971, psucity of foreign exchange,
failure in power supply ete,, in the same bdbreath they
attridbute 1t to "bottlenecks for domestic demand" created
by "unco-ordinated imports of goods and resources despite
the existence of adequate indisenous availability®, 26
(iving & sample of losses due to other reasons, the atove

authors says

In 1973/74, for the jute industries under Khulna
zone, the loss in loem hours on an average was 5095, due
to mechanical and maintenance troudle, 6184 due to strike
ghereos, 42,280 due to weaver shortage and 54,372 due to
yarn @ortage.z"

Prof, I,N, Makherji elso gives an estimate which
ptints at poor performance in the industrial sector, He
says thet in 1972.73 the G, D, P, was 12-14 per ceant lower,
in real terms, than the GDP of 1963.70, Hirthers

26 my1 Afroz and D111p Kumar Roy, "Capacity Utilization
in Selected Manufacturmg Industries of Bangladesh"
The Bangladesh levelopment Studies, Vol, IV, Ko, 2,
April 1976, p,286,

27 1Ivia,
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Given the growth in population, the GDP per capita
- was 8s much as one-fifth lower than three years esrlier,
Rven by the middle of the First- Flve-Year Plan (1973-’;18)
and after an investment of Taka 1400 crores, the overall
level of production and the per capita income level was
below that of 1963-70,28

There was under-utilization of capacity in jute
and cotton textiles, sugar, steel, paper snd doard,
fertilizer and chemical industries wvhich amounted to
Taka 550 crores,2?

Thus, most of the losses were caused dy failure
on account of administrative and managerisl deficiency,
- This duttresses our previous argumeant that given the
contradiction in the Goverament's policy, the situstion
could not have been any better, From his analysis of the
nationalized industries in Bangladesh, Mohiuddin Alangir
concludeds

® .. in order to awid the internal conflict 1t
15 recommendéc that in Bangladesh the political, technical

28 1,5, Mukheryl, "Constitutionsl Developments in Bangladeshy
A (ICW\, New Delri), Vol, XXIV,Ho, 10,
Octobder 1975, pp.162-63,

29  1nta,
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and administrative cadres should all be ideoclogically and
politically ’motivated.m But whether a party, which in effect
- upholéds the interests of the capitalist class csn motivate the
gayiraXe4 mnasses dy 1ts 1deology is doubtful,

Thus, Bangladesh under the Awami League of Sheikh
Mijib started with a promise of socialist transformation
of the ocountry, 1In this chapter we have ladtoured to' shov.
how tbat.ﬁnomiao contained within 1tself grains of contra-
diction which is evident from a brief discussion of 1ts
performance also, Our contention here 1s that the path of
development pursued by Pakistan after 1047 and that by
Banzladesh after lidberation has tended to converge, The
difference lieg in the fact that wvhereas in Pakistan the
path’of capitalist development was open and blatant, in
Pangladesh 1t was ¥t veiled, The veil could hide 1little,
As 1t wvas hatural, Wi th the passing of time the picture came
out in greater relisf within the short period of three years;
- between 1972 to 1975, It brought to 1ight the path
Banglaidesh wag set to follow, It was heading towards a
capitalist aconomy for which the way lay through the *dual’

or 'mixed' economy,

Mohiuddin Alamgir, "Nationaliszed Industries of Bengladeshs
Problems and Pmspects
Vol, 11, BNo,3, July 1974. PP. 716.17
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;i LODING OBSERVATIONS

Whea Pakistan was separated from India in 1947, the
much publicized basis of partition was religion, Rrmer
Bast Bengzal, with its Muslim.ma jority districts also Yined
Pakistan ss 1ts eastern plank,1 ILittle did the leaders of
Eagt Bengal realize at that time that a weak dond like

religton could not de the basis of formation of a State,

The affluent and educsted Muslim community of Bombdbay
and United Provinces in India, who were mainly traders, were
disgruntled under the economic reégime of the mndua.2
They hoped to odbtain economic leadership in an economy solely
control}gd by them, 7This demand was masked under religion
and presented tfough the Muslim League platform, This wys

1 Here an anomaly was involved, Uhereas Muslim msjority
Murshidadad district remained in Indila, Hindy dominated
Khulna district went over to Pakistan, The reason behind
it was the Farakka barrage, e Government of Indias
Partition Secretariat, Partition Proceedinesx (ilew Doihi,
-1980), vol,6, (Reports of the Members and Awards of the
Chairman of the Bundary Conmmission), p. 50,

T™is sentiment of the Muslims in India is expressed by
Prof, Kalim S14dfiqui s8s followss "thile the political
prepondserance of the Muslims passed to the Eritish, the
economic advantage within India passed to the Hindu,,,
Wwile the Muslims sulked in mosques, the Hindus overtook
ther in administration, in industry and in commerce®™,

Sadtqui, Contlict, Crisis and ar in Pakistan (Maemillan,

1972), p.29,
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added by the whimpering of the Muslim Eengallis, most of

whom were peasants under Hindu lsndlords,® This was

also used as a weapon by the Muslim League and the
merchant class behind it, It is interesting, but not
strange, Y% find that Fast Bengall leaders like Fazlul Hugq
and B, 8 Surhawardy were the prime movers behind the plan
for the partition of Indis and the creation of Pakistsn,
They mizht have been prompted dy promised prospects of
personal gain, dut due to their ignorsnce and lack of
foresight, they could not read into the plot behind the
whole move for the creation of a Mislim Pakistan, They
Jumped fnto the fray alongwith the majority Benzali Muslims
behind them, It did not tske much time for the people of
East Pakistan to be disillusioned, *© Very soon the plot started
unfolding §tself,

3 for this agein we quote Prof, Siddiquis "The Hew economic
order in India was mainly concerned with sugplying rav
materials for the manufacturing industries in Britain,
The output of Indlan asgriculture was controlled by men
Iord Bentick in 1829 called ‘'a vast tody of rich landed

m;érietors deeply interested in the continuance of the

1tish dominion and having complete command over the
mass of the people,' These were the Hindu proprietors
created by the Permanent land Settlement of 1793
introduced by lord Cornwallis, These landlords end
Zamindars expropriated the peasants Uy impounding as much
as 50 per cent of the produce as ‘greund rent'!, After
paying the land revenue, the zemindars sold the produce
to the exporters of Pmbsy and Calecutta, Often the
peasants, mainly Muslims in Bengal and Bihar, received no
payment whatever and the price psid by the exgorter was

%eketed by the landlord and the suppliers bdetwsen them,
1d,
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After the formstion of Pakistan, the affluent trading
classes who had gsettled down in west Pakistan took advantage
of the opportunities which came up sné started converting
themselves into industrislists, This wss facilitated by their
proximity to the seat of Government in West Pakisten and
lideral state patronage, Thus, even thdugh there wos little
disparity in the factor endownentgsof East and West Pakistan,
the disparity between the two wings over time increased,
This was because of the nature of policies and their
implementation by the governmeat, which resulted in the
enrichment of West Pakistan at the cost of East Pakistan,
This proved to de nothing less than colonial domination,
Domination spilled over in the cultural field also and
Benrall language was sought to be relezsted to & secondary
position even though it was spoken by the majority of the
people in Pakistan, The Awami Leacue fought on these issues
with the West Pakistani estadlishment and thus carved out a
place for itself among the masses of East Pakistan, The
culmination of its lonz drawn struggle was the war of
lideration of 1971, In the aftermath of the war, Fangladesh
energed with a devastated econony, The war ravsges pushed

the alrecady underdeveloped economy of Bsngladesh still backward,
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Here one thinz to te marked is that while in pre.partition

India, the Muglim league made an issue out of an insienificant
factor like religion, in the struezle of the Awvami Lesgue &n
Pakistan, economic issues were given prominence, Moreoever, the
Awami League, to counteract the left forces in the country and

to enlist the support of the youth, the peasants and the militant
workers in the country, tried to give a socialist angle to its
economic policy, This was naturally carried forward to mdependént
Bangladesh and found a place in the 1972 constitution also, It
wag in the field of industrial development that soctialism was
sought to bte given 3 major role to play, As Prof, Nurul Islam sayss

It 13 in a wvay paradoxical that the debate on the future
pattern of the economic system was conducted on and around the
investment policy in the fadustrial sector, a very small segment

of the econony of Bangladesh, 4

vhen 1t came to facing the reality, the Awami I[eague ran
into troudbled waters, It is true that soon after liderstion,
Rangladesh inherited a war ravaged economy and the immediate
prodlems of rehabtilitation and reconstruction would pose a
formidadle challenge to any government, As sgainst this 4t must
also be borne in mind that once links with donor countries were

estadblished, Pangladesh received massive inflow of foreign aid,

which more than offset the damages caused dy the war, /it weeg thus

4 Hurul Islam

. p2t A ALl
A
L]
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not due to lack of resources, as such, tut due to their misuse
as well as maladministration that some of the vital industrial
sectors continued to remain depressed relative to pre-.liberation
levels of productionij)fhus, even though we take into account
the legacy of the underdeveloped, devastated economy beqesthed
to Pangladesh, 1t is tnexplicable as to how the industrial
policy can involve so much of blatant hypoerisy and reduce the
whole thing to s facade of socislism, whereas industrial
pdlioy and 1ts implementation in Pakistan consistently marched
towards the capitalist path of development resulting in
progressive regional disparity, in Bangladesh one observes
consideradle ambivalence as well as vacillation in the
formulation and implementation of industrisl policy, As in
Pakisgtan, so in Bangladesh, capitalism was being fostered by
the state, And, ia doth cases traders turned industrialists
taking undue advantage of the scarcity situations and sided

by the government policy, Finance was handy-from unaccountadle
sources, and where it was not forthcoming from pudlic financing
agencies, In some cases private capital grew at great cost to
pudlic,

Not only that the Awvami [sague bad increased the
discontent among the workers by facilitating a freer
growth of private capital, dtut 1t also indirectly initiated
a process of progressive pauperization of the peasants, This was
the nstural consequence of protectioniet'policies in fawvour of
{ndustry and the resulting tilting of tems of trade in fawour
of industry, The Pakistani experience was again being repeated,
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Rit before the Awami League could be destroyed dy the
rising wolcano of disconteant, on 28 December 1974 a state
of emergency was declared in Bangladesh, This was followed
by & stifling of political activity, On 25 January 1975,
Bangladesh switched over from parlismentary to presidential
form of government by virtue of the fourth constftutional
amendment, Shetkh Mujibur Rahmen agsumed presidency,
Bangladesh was declared a one party state, On 24 February
1975, the only party of Fangladesk, the Pangladesh Krishak
Sremik Awami League ( BAKSAL) was formally launched, All
other parties stood automatically dissolved, &heikh Majid
took all these steps in a haste to contend voices of

di scontent, to check the progressive erosion of his pover
and guthority in 8 polity where the contending forces were

8

poised against him,~ Crisis was temporarily stalled, dut

in the process Mujid lost his bdslance,

In a developing country which has suffered under

colonialisn, the rulers have to choose between rapid economic

5§ Rpr o dlscussion of the prozressive diminution of the
image of Sheikh Mijid in the pudlic eye see, Ponna§
Jahan, "Barngladesh in 1972 3 Nation Riilding in a New
Stateh, Asian Survey, vol,xiit, no,2, February 1973,
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growth at the cost of sacrificing the so.cslled

di stritutive Justice or, growth with Nustice,® inile
Pakistan followed the fo¥ger path, Bangladesh sought

to follow the latter decause of the odbjective conditions
prevsiling at the time of liberation which have deen
discussed above, Bt this recuires maintaining an
equilidrium between contending classes in the society,

The managers of state affairs, or those who form the
government, while safeguarding the interests of the
ruling clagses, throw fringe benefits to others so that
di scontent does not break out, In this arrangement the
gardb of soclalism wrks wnders, Bt i1f the ruling
classes feel that their interest is not dbeing properly
safeguarded, they do not delay in toppling the goverament,
whereas in case of other classes 1t requires a lot of
organization and mobilization, ( Vieved 1n this leht,
Sheikh Mujidur Rahman's industrial policy upto 1974 suited

the nascent capitalist classes very well becsuse it helped

© Rr a fuller discussion on this theme sse, Md, Momtaznr
Rod Chowdhury, “"Towards Just foclety”,
8 4pril 1972,

?
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fheir eonsolidation and groiwth. They wore alco weak in the
initial stages, Mujib could resist the demands of the
magses, Iut once he failed to keep pace with the demands of
the ruling clasgses for more rapid growth than what he was
affording and took an authoritariaen turan to cling % his
position, the inevitable ovnsequences followed,

theikh Muiid could have, if he had so wished, curbed
the emerging capitalist class in the very bdegioning eiven
his stature and the following among the masses, It looked
as 1f the lNationalisation Order of HMarch 1972 was intended
for this purpose, Hit as we have seen, theu‘ were loopholes
in foreign trade policies, in the distritution of permits
and licences, and in the sllocation of dealerships, In
these spheres political patronage appears to have bsen
di strituted to the workers of the party in power, It was
through these channels that the private traders got the
opportunity to obtain andé smass 111 ro tten zains in conditions
of acute scarcity, Once the wealth had been amassed, this
class acquired power to influence government decisions, The
Government too realised that rather then allow the wealth to
be wasted in Puilding up real estate or to be diverted to
speculative channels, 1t wuld be better to legitimisge their
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investment in relatively productive areas in the private
gector, HRirther, administration of nationslised industites

. §n many casgses remained in the hands of the old mansgers who
vere not committed to the socialiasn of the Awani ILeague,

Also frequent political interference in the day to day
operation of the nationalised sector could only result in
their poor perfomance.7 This, in turn, provided a ready-.made
execuse to the government for dringing in private administration
by giving wider scope to private capital, The raising

of the investment ceiling to Taka 30 million is 2 logical
corollary of this, This naturally raised the expectation

of the capitalist class, Majid, who was how deing apprehensive
of the outcome of his earlier commitment to soclalist
objectives, tried to contain this trend through authoritarian
principles, Bt i1t was too late, The forces generated
indirectly throuszh his own policies had become too dominant

to de contained,

That the capitalist class had become quite dominant
13 easily 1llustrated by the sudsequent shifts in industrial

L]

policy following the assumption of power by the military regimo‘;

Article 135(2) of the Constitution of the People's Repudlic
of Bangladesh provided that a civil servant could be d1sgmissed
or demoted in rank without giving him an opportunity to show
cause, thile this was designed % serve the landable -
objective of preventing pro-Pakistani and corrupt bureaucrats
fromsmassing 1ll-gotten wealth,in practice, this wvas used as
a leverage by the authorities in power to subserve their
selfish ends,
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in August 1975, The ceilinz onh private iadustrial investment
was raised to Taka 100 million and Joint partnership between
domestic private and pnblic. sector was also alloweé.e Thus
the scope o'f operation of the private scétor was further
widened, liot only that; 1t could also initiate moves to
encroach upon the field of pudlic sector, It legslised dlack
money accumulated over the years by the tradinz and
industriel classes through corrupt practices provided the
same was invested in new concerans cr for btuylag up of dis-
invested concerns, fSubsequently, decisions vere taken o

di sinvest or transfer into private hands pudlic sector
fndustrial units whenever found suitotle without limit as to
~ the size.of such‘eoncems.g An interesting thing which

Prof, Nurul Islam poiats ocut 12 that the industrial policy
of 1975, contrasted with the industrisl policy of 1974, did
not contain any reference %o socialism, 1® The inevitadle
th;ag had(come to stay,

Thus Esaglsdesh aftér Sheikh Mujibur Zahman followed
a classicisl method of economic and industrial dGevelopment,

8 Nurul Islam, n,2, p.18,
® 1In14,, p.250.
10 1p1g,, mx®y footnote 20, pp.gsa-ss. “
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where 'distributive justice' is overlooked for the further
consolidation of capitalism, The wbole process, ss we have
tried to show, was unleashed dby Sheikh Mujib and his Awami
Lesgue who could not cope up with the pace of capitalist
development and thus crumbled under the pressure of their

ownt creation,
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