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Pref'aae 

Ban~laciesh is predominantly an agricultural economy. 

Industry accounts for only six per cent of tbe Gross )l)mestic 

Product of Bangladesh. Ibth under the manifest colonialism 

of' the Pr1 t1 sh and the masked "internal colonialism" of ~st 

Pakistan, it remained en object of exploi tat1on only. Its 

industrial development never occupied the minds of the 

eolonialt sts. 

~'ben Ean~ladesh became independent in 1971, it was 

natural to expect that the new leadership 'WOUld ~1VG emphasis 

to industrialisation, ttiven the lopsidedness of Ban~ledesb • s 

economy. lndustr1al1sat1on has generally been looked upon as 

the panacea for underdevelopment. This has been the case w1 th 

all newly independMt, underdeveloped countries of tbe l«)l"ld. 

lhn~ladesb was no exception in this respect. 

• 

lbt rapid 1nc!ustrialisation,espec1ally when it is done 

under the aegis of a government, eannot be 'id tbout an objectiv!• 

And tbot objective, which takes sbepe 1n economic and 

industrial policy, cannot be formulated in 1s6lat1on. Not 

only the socio-eaonotnic her1 ta~e of the oountry, hlt also the 

pol1 t1eal per~pt1on of the rulers ana their concern for 
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le~1tlmacy and aceepta~111ty by the masses ~eterm1ne the 

way the policy l«)Uld be formulated. The Awam1 Lea~ue of 

Ban~ ladesb, under the stewardship of Sbe1kb ~.fu 31 bur Rahman, 

came to assume power aftett the successful li berat1on strurt~le. 

lb t before the li berat1on stru~ftle, ln 1 ts Rlectton Manifesto 

of 1970, and soon after the stru~lfle, 1 t championed the cause 

of a Slic1allst state for Ban~tladesh. A1 particular, the 

deYelopment of the industrial sector on soc1al1st principles 

was enphastzed. The present study ls an attempt at examinin~ • 

the industrial policy of Pangladesh during Sheikh K1~1 b' s era 

and the factors underlying 1 ts formulation and 1mpltmentat1on. 

In tbls context, the qu est1ons posed ere a \tta t was the focus 

of Pakistan's industrial pol1CJ aod 1ts 1apleentat1on, and 

wbat were 1 ts consequences for Bast Paid stan? lAbat was the 

condl tlon of the 1ndu strial sector in lhn~ladesh 1n 1971? 

ttlat pol1~ was formulated by the Awam1 League Cbvernment of 

Sheikh MUjtb for the industrial deyelopment of Pan~ladesh? 

How far were the ideals of ~eikb ttl3ib and the Awam1 Lea~ue 

transferred into reality? 

In the formulation •• well as the implementation of 

any economic polio)', botb the objective economic eonciitions 

as well as the underlying poll t1 cal forces are inextricably 

• 
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interlinked. Aeeord1n~JlY this study attempts to examfne 

th8 interplay of both the eeonom1c as well as the political 

forces sbapin~t the formulation as lf!ll as 1mplanentation of 

industrial policy in B9n~ladesh. 

Keep1n~ 1n view the above mentioned points, the 

problem has been explored in the followtn~ order, 

'lbe first chapter will make a brief survey of the 

1n1 t1al eond1t1ons of development 1n F.ast and West Pakistan 

and examine how the industrial policy of Pakistan operated 

in that back~round and what ~tfect it produced for th~ two 

rertons. 

The second chapter tt4 11 try to evaluate the extent 

of loss suffered by Ean~lsdesh during the liberation 

atru~~le of 1971 and the state of the 1ndu strial sector 

at the time o t 11 be ration. 

The third ohapter will be devoted to a delineation 

ot tbe major industrial policy pronouncements ot Eanttladesh 

and observe shifts in policy, 1f any. 

The fourth chapter will sub~ect the industrial 

policy content to a crt tical analysis and examine 1 ts 

implication for socialism as pJOfessed by the Awam1 Isa~ue 

• 
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ot 6be1kb Mujibur Rahman. 

In the fifth ebd t1nal ehppter some concluding 

o bser~at1o•s will be made. 

This dissertation lQUld not have seen the 11~ht of 
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Chgpter l 

INDUSlRIALISATIOl'i POLIC~ IN PAKlm'AN AND 
ITS IMPACT 00 UEGIO~AL DWELOPMV.NT UPTO 1971 

In 1947 Pakistan was predom1nantlJ an acr1cultute-based 

eeonom1. The areas llhieh eonst1 tuted Pak1 stan were 1ndustr1ally 

less developed than India. A .{J.aes of 1ndustr1al1ats bad not 

developed there then. Tbe rev r1cb ~slims who migrated from 

Ibm bay and Un1 ted Provinces 1n India and settled dovn in West 

Pakistan, and ••peciallJ to Karachi or its ad~otninc places, 
/. were maiol;y traders. lOr a proper understanding of the 

tncttlstfi&l pollcJ of Jangladesb, 1 t is essential that we 
examine tbe cbaractenstics of 1n4ustr1al pol1c)' fol'!IUlatecl 

and implemented in Pakistan upto 1971. Aceordtngly this 

chapter examines the in1 t1al cond1 t1ons of de.elopment in the 

t-wo v1n1s of Pats.stan, the baa1o planka of 1nctustr1al polle)' 

tn Pakistan, and their impact on regional development. 

I. ~ COMf!BIAAN OF ILuti!L QQNDJTIOij~a 

BPmap &I aou rge a• 
Population can be both a constraint to development as 

a lao a .,.blcle of development. It becomes a b1ndranee when 1 t 

• 

• 

ls not used to explore the posslbil1t1es of de.elopment. In less 

cteyeloped countries were scope for development is ample ancl 

wbere mechan1zat1on has not taken place to a considerable extent9 
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human resources plo)' an important role in economic development. 

Bfttween the tw w1n~s of Pakistan, East Pakistan •s population 

was alwys more than that of tbe West. Aceora1ng to tbe 1951 
s 

O~s, whereas the population ot Bast Pakistan vas 41.9 m1111on, 

tbat of West Pakistan we 33.7 million. In terms of perceotafte 

d1str1bution, a comparison between tbe population of Bast and 

tvest Pakistan gives a ratio of 55.41 a 44.69. 

(a) LSteracx: It is clear from above that East Pakistan had 

an eclge over the W!st as far os population dS concerned. lbt 

even though urbanization vas lower ln F.ast Pakistan (4. 3 per 

cent ln 1951) compared to West Pakistan (17.8 per cent ln 1951) 

the percentage of 11 terao;v was more 1n the Eastern Wlog tbm 1n 

the West. Accorc11ng to the 19&1 fl1ures1 21.1 per cent of the 

population vas U terate 1n East Pakistan wb1le 1n l1rtst Pakistan 

1 t waa 16.4 per cent of tbe population. 

(b) Bgag ShJlla a tUtrtmi'!DUtlal and A4;1n1straY,yg: 

'Raat Pakistan wae ma1nl)' agricultural and ?0 per cent of 

1 ts population depended on agriculture. 'lbougb in West 

Pakistan also aar1culture constituted oot an 1ns1gnif1cant pa~t 

of tbe econom7J tbe refugee traders from India bad settled dolll 

bere and tbus contributed to 1 ta commercial de.elopment. 

• 
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f\'rom East Pakistan's b1gber percentage of 11 teracy, 

one wulc3 expect that 1 t wuld ha .. better represenutton 

in admta1strat1on than West Pakistan. lbt tbat was not the 

case. lbtb 1o the !ll111 taq ancS o1 v11 aeb1n1 stratton, West 

Pakistan had an advantage. Ite Punjab! population bad 

tradf t1onall)' contributed the ma~r1t1 of c1 v11-m1U tary 

adm1n1stratton. It was called by the B1'1 ttsh "martial race•. 

ln 1948, whereas East Pakistan •s representation 1n the G1'111 

Service of Pakistan (CSP) was only 11.1 per cent, that of 

West Pakistan waa 88.9 per cent. Bengali representation to the 

m111taey was quite 1nstgntf1ean'- Ben~alls took more interest 

tn poll t1o& Thus one author called •st Paldatan "go-mmental• 

and &a at Pakistan "Poll tical"} In fine, wbereaa Bast Paid. stan 

bad mort population and literate people, ~st Pakistan bad 

more skilled businessmen and administrators. a 

(11) Haterial Haaourceaa 
la.') Capital 19mpt1on 1 §ay!nga - Income RatSg t 

Data relating * regional saving and investment w1 tb 

regional product ts not available for the 1n1 t1al rears. JUt 

1 Charles Blrton Marshall 0 -flecttons oha ~volutlon 1n 
Pakistan• &ml:e !efr XXXVII (1969), ?.Sa quoted to 
lbunaq Ja~ao ~•A \ailurt Sn ijaUgpa1 loturaUgp 
(Columbia Un1 vers1 t)' Press, 1912), P• 20. 

a Tbe wbole d1aouss1on on buman resources upto tb1s point 
1s based on Rou.naq .laban, 1b1d. t Pl•9-28. 

• 

• 

• 



• • 

the pattern g1v~ by the relation between the above three 

tor th~ Seoond Plan period l9f0·65 is quite 1ncUcat1•e as 

1111 be seen from Table I below: 

Table t 

Regional Bavinr and Investment aa 
Percentares of Cross Regional Product (CRP) 

1960/1 - 196t/6 

cgae) 
19.,/1 
Bast' *•' 

tiiii21 ; iifi@ QiiUMt '1'fil• 
1961/2 9 9 3 t 1963/4 9 /& 

' East'West •Beat• at•Baat'W.st•Eaat•Wist 
Investment/ 
ORP ' • ' t t t t • t. 

7.8 '17.0 • • 1o.6•1o.s '9.4 •at.t•ta.o•21.t'ta.?'2l.s 
• t t t • t • t 

Sa•1DI/~1U' 6.4 '10.5 • t'lO.O'l2.6 •?.6 114.1' 8.4'12.2' 9.4'11.& 
• f • t f t f t 

Pereen toe e of ' t t f t ' f ' t 

• 94.0'6&.8 80.0 '61.1'12.1'57.8'74. 2'63.? Investment 81.8 '61. 7 
t1oanced by o111 
sav1n!. 

Sources s. a. X.vla Jr. rk1ataq I IgdustriaUza!tg fd T£Bdl 
mJig1ea (bxtorlntvera1 t;y ~ •• _,1910);-ra ie?, p.l45. 
nctnal Q,urce a J.J. Stern "Orovtb, Dnelopaent anct 

Begi.onal Bqut ty tn Pak1atan", Pa~er presentees at the 
Dlyelopment AdY!stng Serrice Conterence, librrento, llDlJ, 
( Septi!Dber 1967). 

/'J!bua)1nvestment as a proportion of groaa pzovSno1al 

product was aont1 stently lower 1n Bast Pak1atan than W.at 

Pakistan throughout tbe Sloond Plan period wbtle the difference 

between the rate of savtn~rs ot the tw provtncea vaa not tbat 

b1gh. / Aa is seen from the above ~ble, Beat Pak1atan provided 

a b11ber proportion ot 1 ta 1nyestlftent from 1 ta o~ savings than 

did wa at Pakistan • 

• 

• 
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An alternat1Ye estlraate of p11. vate aa'l1ng and income 

ratio by province 1s ~1veo b7 Aab3om Bergan ba•ct on an&l)'a1S 

of income and expeod1 ture clata. 

Table 11 

Grosa Priftte SaYing as a Percenta1e of 
O.roaa Priftte Income b7 Reg1oo,l963/4 

Bast 
Pakistan 

west 
Pakistan --·-----·-----------------------------·---------...... -------------

!Ural Areas 

Urban Areas 

Coab1ned 

9.2 

12.5 

10.6 

Sources S. a. Lew:ts1. Jr. 1b1d. t Original Source a A. Bergana 
•Peraonal mcome D1a1;ribut1on and Personal Saving 
1n Pakistan, 1963/4"t. bkiatan JttnloptDt Bui•x, 
Qlmmer 1961, Table XlV, p.lB6. 

!el'!an adds that tbe corporate grosa prot1 t flguree 

are on the low aide and also that personal income and ltlring 

t1rures tor high !neon~• 1roups 1n Wtst Pak1 stan are also low. 

If that 1e so tben, Be11an Says, his urbao aav1ng f1gua-es tor 

west Pakistan, and hence ~~~tat coabtned and Pakistan combined 

• 
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are too low. And Z.vls argues that actually Bergan under

states the level of corporate saving ana thus urban saving 

and total saYing 1n both p~v1nces. 3 Since fllOat of the 

1ndustr1es were located 1n *•' Paldetan, tb1a error leuld 

atteot eat1mates tor West Pald.stan more than that of Bast 
' 

Pakl stan. Though Stem (Table 1) and :eergan (Table ";ll) cb 

not agree as to the rate of saving tn &at and West Paldatan 

and :Bergan •s attldy shows a higher private asvln! and income 

ra t1o 1n East tban 1n ttest Pakistan, the fact tba t Bast 

Pakistan vas financing all or nearly so ot 1ts 1n.estment 

froa 1 ts otG aa•inf! carl nwer be disputed. 

(b) JW,v MQ gpr,ialet 

Whatewr industries were there 1n Pakistan in the 

1n1 t1al atare were agro-baaed_, both 1n East and the West. 

Sast Pakistan waa one of the larpat pn>ducera of ~ate and 

West Pakistan produced enou~b of raw cotton. tbtb tb• wlnga 

-were endowed w1 tb natural ~as re!Durces, but lacked other 

rav aetertala needed tor 1nclustr1aUzat1on. Bence, in tht• 

l'Ctspeot tbe 1o1 t1al condl tiona for diY8lopt1ent was qu1 te 

s1m1lar in both the vlngs. 

3 

• 
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(c) Jb£t1f!R R4ebaoc1 JjespurQ!aa 

Bven though East and West Pakistan were more or 

less at par 1D raw muterial endowents for th81r 

1ndustriallzat1on,~st Pakistan vas a b1gber foreign 

ezchance earner than west Pakistan because,3ute bad a 

wider international market tbao raw cotton. Tbe follow1n¢ 

Table illustrates this clearlys 

Table Stl 

lbre1gn Trade and Bxcbange Earnings 
( Sn m111Sgnsl 

During l0-)'8ar 
pe rio a 1968-68 

~_st Pak!..a.t§a 
Bzporta Imports 

-~ £2,315 

(41~ (?0~ 

!;lst P@k1tttiD 
Exports Imports 

£11153 a,ooo 
(69%) (30~) 

Q)uroea &tattatis:al Abatragt of Bapeladea)l , Economic 
Research lbreau1 8oclet,- and Commerce Publ1cat1ons, 
(Calcutta, 197~J, p.?. • 

. /It 1s seen from above that Bast Pakistan • a export • 

earnings ,._r• more and 1 ts import expend1 ture vas less than 

that of *•t Pakistan. 

(111) ~g1gJ, OXftrhfJ~Qa and lnfrtatrug3ftU'lt 

A comparison of social overheads between East and 

west Pak1atan during the 1n1t1al 7ear 1947-48 shows that 

• 
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except 1n case or Jchool, college and un1vers1 t)' enrollment, 

./west Pakistan always had an edge over East Pakistan. This 

trend continued even upto 1967-58. ·--is far as infrastructure 

1 s concerned, 1 t was also less de•eloped 1n Baat Pakistan. 4 

~Tbus, an overall consideration of the 1n1t1al cond1t1ons 

of the tlil> wings of Pakistan vould brtnrt out a picture ln 

vblcb the factor enaowents, resource baae and sootal and 

economic overbads would not prove to be too d1aslm1lar. In 

otrta1n fields Bast Pakistan had an ad.anta~e like, r~1onal 

saYlnt income ratto, population, ltteraoy, higher tote1«n 

exchange earnlnrs, Whereas ~st Pakistan had an upperhand 1n 

skilled att.tn1strat1 ve and budne ss personnel and 1nfrastruotuNL 

srowth. we will now abow as to how this a4nntage waa turned 

by wast Pakistan ln its favour and how 1t gained immenesely 

from this manipulation to create a "Wide gulf 111 economic and 

tndustrlal development between tbe two wings.........-

II. lfAJ.QR IHSTljVMFliTS Of l§DUiTitiAL AND BgQMOMIC J?OLJQX: 

'l'be t\10 main presumptions ot Pakistan 1 s economic 

policy ve.zet 

(1) Private ownership' and 

( 11) !Ureaucratic control. 6 

4 lbr figures aee, Table Il.llS lo t:bunaq Jabao, n.l, p. 33. 

& x.vta, n. a, pp. a-.& • 

• 
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(1) Pf1nt• Ow•robtus 

Re~ard1n"t thft role of private ownership in the 

1ndustr1al deyelopnaMt of Pakistan, the second P.l.ve-llesr 

Plan (l9fJ0-65) aaid s 

It is a basic assumption of the Plan that tor the 

lmpltmentatlon or the 1nduatr1&1 development programme, 

reliance w111 be placed pr1taar11J on pr1'18te enterprise. 

'!h1s assumption baa beeo made not so much to reduce the 

burden on public f!oaooe as tn recocn1 tton ot the fact tbat 

/,nwte enterprise has a ke;y role to play 1n the economic 

development of the countr1. 6 

• 

att tn the inl t1al stares entrepreneurship was 

lacking in ~ Pakistan, eapeo1all)' in the eaate.m wing 

of tbe countey. turing the first ftv ,ears ot tbe formation 

of Pakistan, most of tbe consumer goode were being imported 

from Indta. 1\at v1 tb1n a tew ~ars tbts channel clo88d 

dollll and goods bad to be imported f:o11 abroad. As Ar3un Sen • 

Oupta points out, dur1DR the lorean boo•, Pakistan '• export 

earn1n$te from rav ~ute aod cotton lncr•ased substantially 

tbouBb, Pakistan did not denlue 1 ts currency alongw1tb India 

The Second ftye-iear Plan, 1960-65, tbvernment of Pakistan, 
Plann1n~ Commission, (June 1960), p. 225. 

• 
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and tbe U.K. in 1949. !bt tb1s boom was short 11ved and 

when export earn1ntl!s fell, Paid stan responded v1 th a policy 

of drastld! economic controls. Import of consum-er goods 

were ahlost forbidden.? This situation created a b1gb1J 

protected market tor tbe consumer goods. Import of 

mach1nel')' and cap! tal goods were cheaper since Pald. stan 

ma1nta1ned an art1t1c1allJ overvalued currency anci imposed 

low tariff on cap! tal goods. Pspanek says that w1 tb biflb 

prices tor consumer goods and low prices for capt tal goocts 

S0-100 per cent proft t vas poss1 ble. ( ibus, in l9tbs there 

waa yeey rapid pr.tvate 1nciustr1al investment, especially 1n 

consumer goods 1ndustr1eo ustng relatively slmlfle technology. 

L1 ttle heed was given to tbe consideration of efficiency. 

In tb1s rat race tor turning industrialists, the lead waa 

ne tur~117 taken bJ 1mm1granta from India.) '!be tollov.lng 

' 

• 

Ar3un Sen Gupta, ~Regional D.lspar.ltJ and Economic Development 
of Pakistan•, in v.K.R.V. Rao, eci!..t. JaoKladgab kgogmx a • 
f£Oblm a apd Pm spoota ( Delhi, 1972) • p. 35. 

• 
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Tabl~ demonstrates this qu1te clearlya 

Ta'hle 4• 
Percentage D1strtbut1on of Industrial Entrepreneurs 
ond total population of Karachi by place of Origin 

Place of 9Dall Large Total Total 
Or1g1D Scale Scale Col. 2-+3 ft)pulat1on 

(1) (~) (3) (4) (5) 

·-·------------~~--~--~~~---------~-----~---~----~---------Total 100 100 100 

I. Pak1 stan! s by 
Origin 28.9 14.3 26.2 34.2 

a) Batlves 9.6 4.8 B.3 16.6 

b) Immi~rants 19.3 9.5 16.9 1?.6 

II. Migrants from 
India ?0.8 81. 7 73.6 64.4 

III. Mi~ran ts from 
other countries o.s 4.0 1.2 1.4 

5burcea Lewis, n. S, p.45. Or1lf1nal Source a G. Me Farooq, 
Ibe flgplt of ~ragb1 : Reopgmi; gh~raotertati;a. 

The way to becoming 1ndustr1al1sts lay througb 

agriculture and trade or trade alone. As levis saJst 

i:fi thin groups both from IncUs and Pakistan there ts 

a clear pro~ress1on over the generations from agriculturist to 
trader tO tndu str1al1 st, 

/.Dr from agriculturist to skilled labourer to manager or 

• 

• 

entrepreuneur. In terms of total number of Karacb1 entrepreneurs, 
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tbe background of 1ndustr1al entrepreneurs and m3nagera 

1s dominated b)' experience 1a trade and some experience 

1n industry. 8 

12 

0!he pr1 va te 1ndu str1al1 za t1on prott ramme w s act1 vely 

aided b7 the lbvernment. The Second Flve-Year Plan of 

Pakistan 4eclared that pubUc sector should not resene an)' 

complete 1ndustr;v. Rather 1 t should fill tbe gap lett tv 
private enterprise becau.~e of 1nvestmfllt r1sk.) Pakistan 

Induatr1al r.velop11ent Co1"p0rat1on (PIOO) ws entrusted v1th 

tb1s task by tbe Covernment. The Plan further ea1da 

Tbe Charter or the Corporation enjoins 1 t to divest 

1 taelt at the opportune, ttme, of 1 ts 1n'lestment 1n the 

undertak1ngs that 1 t promotes... It 1s etrongl)' recommended, 

how.,.r, tbat ahould at any time private enterprise be found 

~eady and capable ot undertaking any or all of the 

• 

industrial 1n'f'8sttaent trrdt~ii-#~iaothe Plan for the public 

sector, there sbould be no hesitation 1n allowing the private • 

!ector to do ee. And as A,. a. Kban points out, tn ca8e of 

d1s1nveeted Bast Pakistan enterprises the ownersb1p 1n•ar1ably 

pa1sed on to WesfaiidlcSifl Since they commacutecl resources and 

• 8 
X.vts, D. a, p.45. 

9 n.9, pp.~5-~ • 

• 
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credt t.wrtbiness. The pr1 vate bu;vers purchase<l such enter

prises not out of tbe1r ow savings but "by cheap bank credit 

• • 

to wb1ob they bad access 1n an ol1gopol1at1c banking syste".lO 

'lhut publlo investment doubly benettttea the prlwte enterpreneur. 

(11) JYrtluoratt; -gpntrplaa 

In a country like Pakistan where 1n1 t1all7 11 ttle 

1ndustr1al deYelopment bad taken place and where 1nduatr1al1zat1on 

was both oponaored and aided by the goYernment, control by 

to•ernment vas natural. And, Government controlJ 1n effect, 

meant bureaucratic control over the whole development process. 

As Papanek sayss 

Bconom1c policies did have to take into account the 

v1 sbes ot the •.-w Glass• ot the c1v11 serrice. Proposed 

changes 1o c1v11 seryante' prerograt1ves vere strongly resisted.ll 

(a) ctontrola on lmpgrta t 

Import contml was r~ulated by the government. Tb1e 
• 

was effected through the policy ot import: llcms1ng vh1ch vaa 

centralized. This aaaumed s1gn1f1cance in v1ew of the tact that 

Pakistan bact to import a lot of things 1r:acluc11ng consumption goods. 

10 

11 

• 

A. H. 1<ban, )]le E;ongmJ ot Paoc~t4eab (l.fac·Mlllan, 19~) ,p. ~. 

<llstav F. Papanek Pald a tag' a DaJ~pmept a lu:1al Qpala 
and eQyAtt lngen\s,.,, (Haryard 1vers1tJ, 1967) t p.l39 • 

• 



(b) CooJimla gn Ioxtatroeota s 

Another related thin¢ ~1cb oa~e under bureaucratic 

c-ontrol was proposals for new investments. Tbe government 

pro'llded 1ncenttves to private cap1 tal1sts to set up nev 

industries and the distribution of incentives mainly depended 

upoD bureaucratic decisions. In the earlY )'ears of Pakistan •s 

4eYelopt~ent, bureaucraey bad an upper band v1s-a.ns tbe 

entrepreneurs. Because 1 t commanded education and 

experience 'Which tbe latter - lackea. That the Government 

could control 1nvestmen t ls testified by Pap~n•k wen be 

says a 

Using the tQols at 1ts disposal, and espeolall)' 

1 ts control of 1nves1ment funds and of all foreign exchange 

the government can influence and if neceasar;y determine all 

s1~n1f1cant economic c2ee1s1oDs.12 

(It need not a«a1n be emphasized that not only 

industrial ltcenalnft but also import of 1ndustr1&1 raw 

material, machinery) vb1cb eooat1 tuted foreign exchange 

component of tbe pro 3ect) slwaJt 1nvtted goveml1tent an~ tbua 

bureaucratic control.) 

12 Ibid. 1 p. 16. 

• 

• 

• 
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It has already been said a~ve that Government of 

Pakistan did not devalue 1 ts currency alon~v1 th IncSta 1n 

1949. Thus 1t artificially maintained a greatly overvalued 

domestic currenc7. Investors were allowed foreign exchange 

for tbe import of industrial machinery and equipment at the 

official exchange rate. 'lb1s made import cheaper than what 

1 t should actually have been and export eam1n~s fell. In 

this situation protectionism encouraged 1odustrial1zatton. 

11omest1c-manufactures "Were h1~h-pr1ced and a1r1cu1tute 

products were relatively cheap. !Urtber, ma~or inputs 1nto 

industry were agricultural. Thus, tbe exchange rste poliey ot 

Government of Pakistan was one of tbe reasons for tbe transfer 

of substantial amount of 4-:.ncome~out ot ~·.,agr1eulture ancS 

1nto manufacturing 1ndustr)'. These income transfers, which 

were beavily reinvested in industry were, as lewis points out~ 

a principal reasoD tor tbe rapid overall rate of growth ot 

industry 1n Pakistan. 13 It is needless to restate tbat tbe • 

ma~r benef1o1aq of tbis rapid industrial grovtb was ~st 

Pakistan. 

---------------------
13 

• 

• 

• 
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(1~) albUg ilevelQDdOt Exptnd~tU&",IC 

~e q1tterences in the le'lel of development of the 

two provinces was edm1 tted b)' the Government.) In Ma)' 1961, 

President A)'Ub 1n a press conference in mast Pakistan 

adl1tted the existence of economic disparity and pledged the 

r~gtme•s commitment to its remova1. 14 Bven article 145(4) 

ot the Oonst1 tut1on of l96a solemnly declared a 

11A prlmaey object ••• 1n formulating the plans ••• 

sball be to ensure that 41spar1t1es between the provinces 

and between different areas within a p!'Ovince, 1n relation 

to income pe>r cap! ta are rsnoved, and that the resources 

of Pakistan, (including resources 1n foreign excban2e) aa-e 

used and allocated 1n such a manner as to achieve that 

object 111 the shortest possible time, aact 1 t shall be the 

duty of each government to achieve that ob3ect .... ta 

Thus, tbe Government's pledge of ironing out 

d1spar1 tles between the two provinces would have been 

expected to be carried out by equ1 table distribution of public 

development expenditure. ~t ~ubl1c sector allocation for 

• 

• 

East Pakistan -~-//;)4~ during tbe Eleeond ftve-~eor Plan and the 

tlrst tb.ree years of the 1btr4 Plan never went beJOnd 49 per cent 

14 
~unaq Jaban, a.l, p. 68. 

15 X b14. t p.$ • 

• 
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ot the total, though its share went on increasing from year 

. . to year.j Figures also show an increase 1n the plan 

allocation for East Pakistan wbtn annual averages are talren 

into consideration. 

Table 11S 

Bast west ~~;:~,~~~i:!t~~t~~ fekistuu PJkiS~fiD 

Annual Average 
under second Plan 1,251 1,539 45 

1965-66 1,4?a 1,641 47 53 

1966-6? ~,190 1,960 53 4? 
(estimated actual) 

196?-68 2,115 ~,ass 46 
( es tiaa tea) 

Annual average under 
Tblrd five-Year Plan 2,126 1,962 52 48 

Sources lbunaq Jahan, n.l, p.73. 

While it se•s from al:ove tbat East Pakistan overtook • 

West Pakistan 1n public s~to~ alloea tions 4ur1n~t the Tbi:d 

Plan period, in fact, 1 t was not actually so, liecause 1t did 

not 1nclude1as Bounaq Jsban points out, the mult1-m11lton 

dollar expenditure tor the Indus Basin Pro3ect, funds wbleb 

would be sp.at totally to West Pakistan and wh1cb1 1f included 
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ln the Plon, lOUld make West Paid stan •s ~ross 1nvestlnent 

much bl~her than the East•s.16 !bus 1n public expenditure 

last Paklstao was d1scr1m1nated a~ainst and this taet was 

sought to.· be'.;l~t:~ge'i2 l>J the Oovernment. 

(b) Hf.U ~arx RJDemJiturtt 

Thou~h statistics on m111tary expenditure are 

dlfftcult to obta1ne49 the fact that Fast Pak1staD 1a 

representation 1n the armed forces, eepeoioll)' 1ft bigber 

echelons, was· oegllglble and that most of the m111 taey 

1netallat1ons were 1n West PakJstan, 'lDUld go to prove that 

West Pakistan appl'Oprtated 116n •s share of the m111 tary 

expend1 ture. .~nee more people in West Pak1etan were 

emplored in tbe~li~U taey, 1 t endow.d more people 1n \\test 

Pakistan w1 tb a better pu:rcbas1ng power than the people 1n 

the &&st. This wldened tbe marker tor 1nduatr1al products 

and thus lndlrectly contr1 buted. to tbe more rapid 

1n4ustr1aUzat1on of west Pakistan. 

III. 

(1) lbmulatigg and 

As ha$ ·been pointed out atove, Benftali representation 

• 

16 ,.1./IJ Ibid., p. 76. Also ••, M. Akkilaqur Rahman, 
"The Bole o! the Publ1 c SlcQ>r ln the Bconom1c Developmea t 
of Pakistan .. , tn B.A.n. lbbtnson and £. Or1tttn, ed., 
EgoPQmig Ptvtlgpmmt in &2utb tfta, pl'Oceed1ngs of a 
conference bald by the Interna~onal 8conom1c Assoc1st1on 
at K'PdY, Ceylon (Macmillan, 1970) 1 p.?l • 

. i 

' 
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ln the c1v11 serriee of Pakistan was very low, especially 

·~~ the higher ranks. M. Akblaqur Rahman e1 tes~ 
reason as one of tbe adm1n1strat1ve reasons vh1oh 

hampered tbe 1mpl.aentat1on of the Plrst Plan 1n East 

Pakistan. 

The argument 1s based on the importance or the role 

ot the leadersbtp, 1n1t1attve and act-ions ot the executives 

• • 

1n economic development, especlallJ 1n the development or the . 

public sector, of less developed countries. It is they vho 

ba11call7 1n1 t1ate, formulate and 1mpl•tnt development 

schemes and pollc1es.l7 

The senior bureaucrats were not only ln a position 

to detel'lltne the way policies wuld be 1mpleatented, but 

also because ot their> prox1m1 ty to the pol! t1o1ane and the 

pol1e)'11ak1n~ ·aacbtnery, ver• in a post t1on to influence 

pollote$ themselYes. jlr'eY were sometimes the brains beb1nd 

the formulation ot pollc1es. 

(11) A111apct iitb the oapttaliat cl•aa• 
• 

Papanek says tba t the e1 vil aer'li ce leadersbi.p ln 

~~stan came larrel7 from tam111ea v1 th a c1Y11 service 

baOk!round. Be further sara that tnl1ke "governing e11 tes" of 

1? 
Ibtd., p.M. 
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otber oountr1es~tbeJ did not bave land-ownership or business 

antecedents. From this Papanek mlstakenl)t coneludeaa 

Their primary lo)'alty was to the nation, tbe government, 

their service, their family, or themselves, not to one of the 

major pressure groups seeking to influence qovernment 

dec1a1ona. l8 

He further arcuesa 

Contrary to some s1mpl1f1ed neo-Marx!st analJsis, 

the ct vil servant and theretbre tbe gov.rnment ,.ere ne1 tbe:r 

subservient to nor slUed w1 tb e1 ther landlord or tustness 

interests. ltor were they drawn from these groups. As a 

result, 1n Pakistan of the 1950's the ~tovemmct could 

dominate s1~n1f1cant economic decisions without extensive 

owner8b~p or direct control. 19 

Papanek• s confusion arises because of bts lack of 

understanding ot the stages ot growth ot tbe capitalist 

class tn Pakistan. His later comments eonf1.rm tbt s con1\udot1. 

In the 1950's, as bas been sa14 earl1e.r, the cap1tal1eta vere 

not 1n a pos1t1on to control tbe state machinery ettecttvely 

and thus could not influence ~overnmeot <teeteton makin~ process. 

18 Papanek, o.l4, p.79. 

19 Ibt d. , p. 139 • 



The government thus seemed to be autonomous. Papanek ln. 

the same breath admits that ~at least until 1958 tbe 

landlords or West Pakistan could block s1gn1t1oant land

tenure chengea•. !0 Jbt tbe supremacy of tbe landlords• 

to a sreat extent, passed into tbe hands of the nev)7 

emerging 1ndustr1al1sts w1 tb the comtng of the 1960 .. 

This ~•, accordln! to Papanek, "uD~1atakable•.21 

Inte.rmarriare had started between the tam111ea important 

1 n tbe c1 vil aerw1ee, tb e m111 tar1, and the landed 

artatocracr. Younsmen tro11 tbe tam111ea ot c1Y11 ••rwants 

also teoded towards eatplo)'ment in 1ndustr1el houses. Direct 

alliance trev more and more between bureaucrats and military 

and the 1ndustr1al1ats. These relations were u,.fultv turned 

ln their fawur 1n the 19EO • s by tbe wast Pakistan traders 

wbo quickly converted tbemael.es into in<iustr1aliats. 

• 

IV. lftACT Ol~ J#DU~RL\L!ZATI9i: 

(1) PJ,yeraigp Qf tgrt1CA ttgb&Df!l rsusoyrefta t,mm Faat 
to West Plk1attn • 

'fbou~Jb, as we bave shown above, Bast Pakistan •s export 

eam1ng~ad~~thus('for,-e1gn exchange earninRs were more than that 

20 Ibid. t p. 13B. 
21 .. -Ibl<l. ' pp. 140-.1. 

DISS 
338.95492 

C34961n 
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TH205 

• 



• 

22 

of West Pakistan} in inter-wing trade the latter bad an 

a<ivantafte. Thus between 1964 and 19E9 exports from west 

to Fast Pakistan amounted to ~6,292 m1111on and during 

the same period exports from East to lt!est Pakistan were 

only 1ts.3,l74 million. 22 This def1e1 t in Fast Pakistan's 

1nfar.a-reg1onal trade was illusory since the prices paid 

by 1 t tor 1 ts imports from West Pakistan •re considerably 

in excess of 1nteraat1onal prices. Given the option to 

purchase from the international market from 1 ts fore1~n 

exchange earnings, 1t could have ettect•d considerable 

eoo nomtes in 1 ts cost of imports. In the sphere of 

1nteroat1onal trade, on the other band, East Pakistan 

coos!stenly maintained a surplus position in its balance 

of trade till the end of the s1xt1es. ~111 the end of ~1s 
period, 'While 1 ts exports were about Eb per cent of tbe total , 

1 t s ~k(J imports were only 3> per cent (see Table 31-H). Tb1 s 

clearlJ1llustrates bow a part of Fast Pakistan's foreign 

excban~ee earnings a a well as the bulk of Pald.stan • s extamal 

ass1staooe wae emplo;yed for the 1ndustr1allzat1on of West 

Pakistan.) Given the nature of bureaucratic controls over 

~uroea ljtatistioal Abatu;t gt Bapglad!abl Economic 
.Research lbreau, a>ctet7 and Commerce Publ cations_, 
(Calcutta 19?2), p.l • 

• 
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imports and investments, and the close prox1m1 ty of the 

entrepreneurs to tbe centralized 11cens1n~ authorities 

1n Karachi• 1 t is no wonder that tbe bulk of the import 

licenses were issued in fa'JOur of imports into West Pakistan. 

( 11) RltllQPitmt tbrgu1h Wtet Ptki atQp1 lfn~rGtfAIU£1& 

~Wist Pakistani industrialists exttnaed tbe1r dominance 

over the Bast also. FUt tbetr interest lay not in the 

industrial development of Beat Pakistan, but 1n reapin~ and 

repatr1at1nff dividends. Even tn 1967-68 only 2~ per cent 

ot thf1 total private investment of Paldstan went to the East 

and the rest to the W!st. 23) 

( 111) !eat Pakistrapta QIUPW industrial Matt 

The 41ri4~nds of tbe Wist Pakistani industrialists 

reaped from East Pakistan were not bela~ recycled 1n the 1nvest-

chanae11n the Bast. ~rtber, west Pakistan's percentage of investment 

from its olll sav1nJts was lttes thoo that of tbe Bast and funds • 

from East Pakistan were be1DR d1Yerte4 for the economic 

development ot West Pakistan. Tbus, East Pakistan was deprived 

of 1 ts rtgbtful earnings and 1nvesb.Dent resources;> As a 

28 !ourcea ibunaq Jahan, n.l, p.?3. Original !burcet 
Pak1sta2L Planning C0mm1ss1on1 Jbe Nld-PlaQ Dezlox 
ot the mid ftve-Xear fl.llh 1.965-?0, p.as. 

I 
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coaseqUenee, East Pakistan <1eveloped a very na_r.row tndu str1al bas-. 

Qgp glg •SAD a 

OU~ obsernt1on or the 1n1 t1al CODd1 t1ons of deyelopment 

reveals loth differences and s1m1larit1es 1n the tlO win«! of 

Pak1 stan. The Pastern Wing bad a sl1ftht edge over the west 1n 

respect or s1 ze and 11 teracy of the popul& t1on, ,.tlereas the W~st 

had more entrepreneurial and administrative skill as well as 

better developed physical infrastructure. Jbth the w1n~s vere 

equally deficient in the availability in 1nd1~enous raw materials 

needed for 1ndustr1al1 sa tion. The Eastern ran~, however, had 

the ad van taste ot ~rea ter earn1n~s of foreign exchange tbrougb 

exports. It 1s contended here that failure of the rovernment ot 

Pakistan to take due co~nizanee of these underlying differences 

led to the unequal spurt ot 1ndustrial1zst1on in the tt;e provinces. 

Industrial as well as eeonom1c pol1ates 1n ~eneral based on 

private entrepreneurship and bureaucratic controls tipped the 

· scales 1n favour of the \<estern b!og. (!t was only after tbe 

m1d-s1xt1es th~ t publie development expencU ture in the East had 

inoreased substantially.) !Ut, oons1derinft the amount spent 1n 

the Westem Win~ in respect of Indus !bs1n development ancl 

m111 t.ary expenditure, one \wOUld doubt ~eth~'r the f'omer bad 

• 

• 

I 
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~a1ned a def1n1 te edre over the latter 1n th1s respect. 

~1\en B,st Pakistan protested against th1 s unequal access 

to resources~ dur1nsr the course of 11 berat1on atrur11e, 

the Pakistan army wroaffht ba.oc. How the losses 

suatained by the war of liberation exacerbated Bangladesh's 

under~development, and how this posed epec1al problema 

for the nation's 1ndustr1al1zat1on, is examined in the next 

chapter. 

I 

• 
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In tbe last chapter we ha91 dlscusaea the pr1ne1pal 

toatruments of industrial anc! economic pollc)' of tbe <bvemment 

of Pakistan and bave tried to indicate how their 1mplementatton 

led to unequal 1nduatr1altzat1on in the twc v1ngs. Coosequent17 

what !anrlactesb 1nber1 ted was a .er;r narrow and fragile 

1nduatr1al base at the time of 11 be ration. (Bven this narrow 

1nduatr1al ba• wblcb .BanglacJeab 1nher1 ted, vas sub38ct to tbe 

1bocka and raftstts of the n1ne-11ontb var of Uberatson, trom 

March to December 1971.J Aa lf the explol tatlon sratemat1eally 

earned on by tbe Western wine for tbe last 24 ,eara vaa not 

81lou!b, tbe Pak1atan1 ant)' vrou~bt bawc during tbe nine 110ntbs 

ot the war to leave the a.nglade•b earth •aoorcbed•. ~ 
Bln1ladl,llb IU81'1llaa had so .. t1••• ••en to cteatzoy 1nfrastructurea 

like br1d!es1 roads, etc. purely as a means of selt-detenoe. Tbe 

ahat1nl of industrial pol1C7 1n newl)' liberated 8anrlade1b wul4 

haft to take account not onl)' of tbe narrow ba .. of 1 te industrial 

structure ,wbicb 1 t bad 1nher1 t.cl, but aleo of the 1mmec.Uate 

problems and d1alocat1ona caused bJ the raY&tes of the war ot 

11beratton. AccorMngl)'J tbis chapter ta devoted to an evaluation 

of losses watatned by tbe 1nctustr1al sector of &analadesb 

direct]¥ •• well as 1nd1rectly tollow1n~ the war of llberatloo • 

• 

I 
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The devastations caused to the economy of Ban~ladesh 

durin~ the nine-month 11 berat1on war cannot be measured tn 

real terms. Tbts ls partlcularl)r eo in case of loss ot human 

11ves. As Dr A. ft. J<ban puts 1 t eo tucotaotly, 418locat1ona 
.. 

cau .. d b)' 'tbe war were "dlsproporttonate to tbe degree of 

tt,..power emplo,ed•.l Ere!iStt~l)iitecl 1 t to tbe tact tt.at 

Bangladesh tor the tlret time 1n 1 ts hlstoey vas expttzienc1n! 

a modern war. !Ut still, some estlaates ot tbe pbJalcal losses 

sustained b7 the industrial sector ot Ebn!lade:h during the war 

ot liberation can be g!vet\ fl"'ID a comparative stud)' of tbe 

coneS! tiona of the 1nduatr1al .. ctor befor• and after the 1971 

war. 1\lt even here we adm1 t the follow1n~ 11m1 tationsa 

(a) All •••••aent of after-wr eond1t1on of tbe 1ndustr1al 

aector can be bl1ed on replacement value of the loases caused 

to pb;ystcal aaseta. 

(b) The above cannot give the actual extent of loss atnce 

prices of ph)'a1oal assets at the time of replaca:neot ma)' ba .. 

~:.con.:' tlP b7 •any tta•,• the original coat. 

~- far •• orwerall loss and eamace• to the 1oduatries !n 

Bangladesh 1n the course of l9'n wr 1s concerned, a survey by 

Un1 te4 Nations Relief Operations 1n r.oca (UNROD) put the fi~rurea 

at Taka 402.085 mtlUon, equal to nearl.7 US "m. M5 m11Uon. 2) 

I 

• 

1 

a 
A. a. Khan, Tbe Baonom)' of Bangladesh, (Macmillan, london, l912?,P. 35. 
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lht we shall be ta111ng 1n our appraisal of the lossea 1t we 

~reat industries in isolation ancl att811pt at a qUant1f1cat1oD 

ot losses caused to thtt~a. A aor• important question wold be_, 1 
as Dr A. a. lbart~~~ue.s, to t1nd out tbe extent of loas caused 

to the 'productive capeelty• due to the damage ot pbys1cal 

8-fJ·aets. 3 As ~<!h ve aust still t rJ to broaden our speotl'UJI 

and assess tntrast~ctural loss aa well •• loae of manpower, 

that ts loss of factors contri bu.t1n1 directly (i.; in41reotlf 

to Industrial production, ~nd thus tr.y to evaluate the oond1t1on 

of the 1n4uetr1al sector ln !8ngla4eeb at tbe time ot liberation. 

XD~u atrlaJ, ·napt aR4 Mas;b1peas 

M8nufactur1n! 1n4ustr1es 1n Ban~ladeab remained relatively 

unatteowd dur1ntt tbe 1971 •r. The Bangladesh IndUstrial 

De~lopmeot Corporation '• ( BIDC) prelim1nal')' eatillatea put the 

loas ot assets ot Taka 10 crores • .,A good deal ot 1 t· coos1ated 

ot 1nyentor1es9 stores, chemicals, turnlturea, etc. ft'om tb1s 

estimate, the Annual Plan ctocument 197!•73 eoncludea that not more 

that& 3 per cent ot the total installed plant and maoblneey ot the 

let-~• ecale man~f:aottu1.n« 1ndustnea baa been lost. l!bt tbe lp•• 
of spare a anc1 1nY8ntor1ea affected 1ndust11al p.roduotlon 1n tbe 

aontbs tollow.lng l1berat1on. •) 

3 lha~, n.l, p.a, 

• 
ft' Agnua~ Plan 1922-2,, Plann1ng Comm1as1on1 Government of 
t e Peopl 1 Republlc o Poogladesb (Dacca, 1972), p. s • 

• 
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J!U>IRECT LQSSE§a 

(a) )JaRRQY'fS 

2D 

An actually inestimable number of people died durin~ 

the liberation war. "breover, ten m1111on bad to flee to 

tn41a and another twentr million were displaced. Their 

rehab1li tatiou after libera t1on waa a aa :Or problem. Tbe 

lose of intellectuals was also not inaign1t1eant. 

Adustries in erstwhile East Pakistan were not onl)' 

established br tbe West Pakistanis, but vere also aanned by 

them. Skilled p•rsonnel and manaserial banda vere brought 

1n from the West and only unskilled labourers were locally 

recru1 ted. Even before and 41ur1n~ the wr the Wtat Pakistani 

bustnes••n fled awa7 v1 th tbe1r 110ney lea'lio~ lanPJladeab 

industry bankrupt both in managelial and material resources. 

The w1d could not possibly be tilled up 1mmed1atel,-. 

(b) Acridylturoa 

A!riculture is tbe ma3c>r supplier of rav material to 

tbe industrial sector in BanglacSeab. lllr1nt tbe nine-month • 

war there was an immediate and sub1'-attal decline ln the 

output of nee, 3ute and tea. This vaa aa1aly because or tbe 

41eplaceent of people. 'fbe tentatt•• loss of output to this 

.. otor wae estimated at Taka 319.05 omrea. In addition, tbe 

total loss of physical assets in asri~lture, food and other 

sub-sectors amounted to Taka M.l9 oro res appmx1matelJ. 6 

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

I 

S §tgglad!aba A g,uJiglr QQ fbi F'lrat ¥Jn1nrsarY gt VioWU 
tgx, p&tgember 1§1 19781 Ministry ot formation and 
Broadcasting, Government ot the People's Republlc ot !&or.oladesb • 

... 



(c) Uuatogk ana 4well1D£1: 

Tbe importance of live-stock ln an underdeveloped 

country like Ban«ladeeh cannot be gatnsata.· Tbe primitive 

nature ot arr1culture and transportation, espec1allJ 1n 

rural areas, makes tt tnd1speosable. Though 1ts loss during 

the var is impossible• to quanti w, still 1 t ts no doubt 

substantial. 

The loss caused to dt~&llin~s, factories and go&lwns 

was also considerable. Housing problem was aggra.ated 

during post-liberation days because shortages in bous1ng 

prevailed even before liberation. 

(d) &C1Q-!COOOJS1C oumer~daa 

Jbt tbe most grievous loss suffered, as tbe Annual Plan 

document of 1972-73 records, vas by tbe "already meagre 

• ' • 

economic overheads, transport, ocmmuo1cat1ons and po-r 

trans1asion". 6 1hese economic overheads are 1mportaftt sources 

ot eo-called "forward linkages". As Dr A. a. Khan says• if tbe • 

I 

supplies of tbe aforesaid economic overbeads are elastic, 
p-rovc.J.cJ. 

1n,dustr¥, a(fr1culture, and other tYPes of economic aot1Y1ty are"-

• 

-------------------------
6 Tb• Agogal Plap la:m-zaf Planning Comm1ssionJ Cbvernment of 

tbe People • a Republic o Banglaclesb (Dacca, :t9?2) • 
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w1 th external econom1 es. And 1f tbe1 r suppl1 es are 

1nelost1c at the margin, then prof1 tab111 ty of the using 

industries tends to be low and economic growth is hampered. 7 

Thus a discussion of the losses suffered bJ tbe economic 

overheads and infrastructures will give an insight into the 

extent of d1alocat1on caused to the industrial sector by the 

var. 

BDad and rail transport system 1n erstWhile F~•t 

Pakistan vas spars~lJ devoloped end all •e~ene1ve• 

pro~rau11nes bad been successfull;v put oft by tbe Pakistani 

rulers to Isl.asabacl. flo fengla4esb inherited, what 

Dr. A. a. Dan calls, "an over-used and 1nadequa te 1ntraatJucta~: 
c. 

w1 tb aarks of pa~ wrk all over 1 t ... B Metalled road and 

railway route mileage together per square mile of te~rt tory 

in 1970 was o. ?t\ 9 To make matters worse, a total of 287 large 

and nall ra1lwa7 bridges -...re damaged dur1ng the wr, while 

s1gna111ng sYstem and commun1cat1oo linea were badly disrupted. 

SMall dislocations were qu1ok1J repaired but arterial rntlva7 

net.,rk remained d1sruptecS for quite sometime. lbur ma3or river 

8 

9 

• 

Ibtd. 

~latap f:PPO;tc §Urux, 1970-:n, Ministry of nnance" 
amaba4 • 

I 

• 
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br1(iges, those on Meghna (King George VI), Padma (Hard1nge), 

Old Brahamaputra (Mymens1n~h) and 18esta remained to be repa1red,l0 

The ports of Chi ttagoa~ and Cbalna suffered heavy 

damage and lil8re blo~ked by iunken Vessels. Inland waterways 

vere also obstructed by a number of sunken river ... craft. As has 

been already sa!d, Bangladesh industry was heavily dependent 

on imports and stop~age of supply or maintenance imports 

en tailed closure of mt1ny 1ndust~tes 'W1 tb deplet~\l stocks. 

In power generation total cost of damage amounted to 

above Taka 3.00 crore and loss on account of disruption of 

d1str1butlon tac111 ties amounted to over Taka 18.00 cmre 

(l 8rote = 10 million). 

'rbe above d1 scuss1ons and the figures quoted therein 

show the losses suffered b1 economic overheads and infrastructure 

which ere 1ne1dental to and important pre-requ.isi tes for 

industrial development of a country. (they only indicate bow 

difficult 1 t vas for Bangladesh to confront the post-liberation 

war s1 tuat1cn w1 tb road end rail links ruptured, stocks of raw 

materials depleted and skilled and unskilled manpower lost) 

however, percentage loss as well as loss 1n valu"t terms 

to various sectors and sub-sectors under public sector in the 

lO Ibt Apnqa1 flff' 197~-23. Plann1n~ ~mm1ss1on1 Covernment of 
tb e People • s epu bl1 c o Dlng lade sb _, ( Dacca, ~9-m) • 

• 

I 

• 



economy 1s as tollowst 

Table t 

Io ss to Pu bll c ate tor 

---------------------------------------------~--------
Percentage loes tn tbe public sector 
(Meaaured 1n terms of replaceent 
value) 

--~~--~------------------------~~--------------~-~--·-----------
!ran aport as. a 
Power and natural resour~s ' l,·. ~ ... ~ n~ '" 7.00 .L1.. ~- •' .. 
Indust!res 4.2 

Social W.ltare and Labour 6.9 

Houdnr ana settlcaent 3.3. 

Publ1c Health En~1neer1n~ 3.4 

Water 2.3 

Affziculture 26.2 

Health a.t 
• 

Bduoatlon 4.? 

• 



Table ~· 

Pu bl1 c Sector Amount tn Taka 
(million) 

34 

-----------------------------------------------------~--------
t:~arisport: ·, · 

Power and Natural a-sources 

Industries 

Communi \:S t1 ~n 

Social Welfare 

Housing and settlement 

Public·- ttealth Rr.u!tneer1ng 

Water 

Arrteulture 

Health 

Education 

Total 

1,226.68 

~,. 

134.?0 

so. a& 

~.90 

107.62 

108.28 

72.66 

841.90 

68.43 

150.00 

3,208.19 

Source, both Tables I and lit JPoP,Iadteb a A !Quymtr OR the 
First lgnivareaarx gf Ylotorx AtY, I»camber 16, 19721 
t.f1n1str)' of Information and Bl'oadcasttntt, Government of the 
People's Republic of Eangladesb. 

• 



The transport sector was severely mauled followed 

by agriculture. lht as has alrflady beED argued above, 

these •ar1ous sectors and sub-sectors cannot be eompart-
.. "':4~ '":!~. 

mentatl·d~\They have to be taken as aeljuacts of the 

industrial sector and then the import of their loss on 

industry can be tully realized. 

(e) la.a.a..tmm Severangg gf Oopyn1cat1gn Links 1 

35 

As we are vell aware, Paldstan was heavily dependent 

on foreign assistance and imports tor its developmen\, At the 

time of liberation Bangladesh did not start with a pipeline of 

!tel ready to be d1 sburaed. /netore the flow of aid could begin, 

new contacts w1 tb donor countries bad to be establlsbed. 'l'bis 

involved protracted negotiations with the donor countriea. 

st~1larly, new contacts bad to be established wttb foreign 

suppliers b;y the licensees both 1n the publlc sector and private 

aector. vlfi tbe meanwhile shortages ot '1'1 tal raw materials and 

capital equipment led to considerable excess capac1t7 in the 

industrial sector. 

Prom tbe aboveJ '!:-, a consideration of the loss caused 

to actual· industrial sector i~ onl1 a SBall leap to get a 

I 

• 

total picture. All seem to agree tbat ravages wrought b1 the war 

ln manutacturin!f industries was comparatively small and m11d.ll 

I 

11 
• 

A. R. !Chan, n.l, p. 36 and ];be Annual .Elap 1922-?a, Planning 
Commission, Oovernm~t of the People's Republic ot !Sngladesb,p. 3. 
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~~1le direct physical loss to tbe industrial sector of 

Ban~ladesh was modest, 1 t vas the 1nd1 rect losses ar1s1 n~ from 

the damage to the aoc1o-econom1c infrastructure aa well as the 

severance of commun1cat1on links Yb1ch had a more far reach1DR 

impact on the per;o rmance of the 1ndu strial sector. Tb1 s will 

become apparent when we make a comparative 8tud)' of the levels 

ot production in selected industrial un1 ts in Bangladesh before 

and atter the war of 1911. Tb1 s 1 s presented 1n Table 3 belowa 

Table 3 
PROOOCTI0,;4 IN SELr~TED I!iDUSTRIER II-i ROOENT ~1\RS 

. I 

I 

• Uame of 
Industry 

Un1 t of 
output 

montl;y 
avera~• 
output in 
19fe-70 

Recent monthly 
output and ttme 
period 

Recent monthly 
output as inde 
of 19f9-70 
monthlJ output 

Jute Thousand 'I 
Textiles Tons 48.3 40.9 in l~)' 19?2 85 

Newsprint Tons ~,978 1,986 in Maf 1972 67 

Paper Tons 8,518 1 1 SSB 1n May 1912 45 

Petroleum 'lbousand 99.1 Sn 76. 5 in May 19?2 76 
Products Tons January 1971 

... . .. 
Cement Tons 4,417 3,238 a .. rage for 73 

April-May 1972 

Fertilizer Thou sand Tons 7.9 3. 3 average tor 42 
Marcb-l.fa7 1912 

steel Mills Metertc Tons 3,238 in 3,806 average for 118 
January'71 Marcb-!-fay 1912 

Cot ton Clo tb Thousand 4,9a9 500 estimated average 10 
Tons tor January.Maf 1912 

Cotton Yarn Thousand 8,808 ~,800 estimated avera~• 
Rmda for Jan-MaJ 1912 sa 

Matches Thousand 1,080 1 1059 estimated for 
Gross lbx•• May 19"12 tor a sample 98 

• 
Sburcea $be Aggual plan 1922-73, Plann1n~ Commission, Government 

ot the People's Republic of Bangladesb (I&cca, 197?),p.6. 

... 

• 
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It may be obserna from the Table that except 1n 

case of steel,output_ln other industries decl1ned)somet1mes 
, ' 

to the extent ot oo~per c•'~., as in case of eot_ton cloth, 

in the first half of 1972 as corapareci to 19Eb-?O. Production I 
in stell 11ill regt stered an increase wh1cb can be exeoplatned 

by the fact that the Ch1ttagong steel plant, the lar«•st 
c..,\._ "t~ V\l rP.::U. "1-

un1 t in Bsnglac!esh and •ltr•llJ& s1ckJ.reached record output 
"' 

1n man1 un1 t1. 12 &om the above also the fru1 ttulneas of 

our broad-based approach to the problem can be reaUzed. 

Bad 1 t not been tor other concom1 tant causes, the decline 

in industrial production 1n ma )>r industries ot 1\iagladesb 

wuld not ba'18 been so phenomenal. 

In abort, eratwh1le last Pakiatan, lh1cb •• •heatb1ng 

v1 th discontent under discriminatory policy followed b7 the 

Pakistani regime and tried to wriggle out of tbe cl~tehes 

came out but b1•pJng. Tb1s waa not unnatural espec1all7 1lben 

1 t bad to under~o the exper1 enee o~ a modem warfare,, 'l'be 

underdeYelopM.Jtof Pakistani daya vas etlll puahed back by a 

tew more yeara by the losses caused to 1oduetr1ea, infrastruc1lres 

and eoonom1c overheads ciur1ng the var. 'lhe probltm ataring at 

the tace of Bangladesh at the time of liberation was 'WOrse 

• 

12 see, Bebman Q)bbaoa ''Nationalization ot Industries in 
Banrladeeb a Baokgrouna and Problema", in E. A.a. Robinson 
and X. Or1tt1n ed. IbA Bcggg;lg JlyelopmiRt of :ftlncladelh 
WI, thin a tm;tahat hiDijiQii(Mao-Mlllan, J4ndon, 1974) ,p.199 • 

• 
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confounded. However, Ean~ladesh had to face the grim 

real1 ty. The aftermath of the war required rehob1l1 tat1on 

of the displaced persons which was qg1 te a problem given 

the already empey godovos and stores, ruined dwellings 

and a large number of invalid people "'o tore the brunt 

ot the 11 beratlon -.r. 'i'be cost involved in executing the 

larce-scale rehab111 tat1on programme vaa disproportionate 

to the atze ot r••-~rcea at hand. Ibre1sn a1d vas not 

also 1mme41ately ~uannteed. Alongw1 tb rehab111 tattoo, 

developmental work tla...i to b~ c~rried on, so that tbe economy 

did not stagnate and the seventyfive million people did. _ 

not have to starn. tor maaa scale production of essential 

coamod1 ties, industries bad to be rev! ted and 1 ts 1d\es1a 

set in motion. Tb1a involved tbe formulation ot pragmatic 

pol1c1ea. The task ahead was, by any means, stupendous. 

Bow Pan~ladesh confronted the problems thrown up by the 

aftermath of the war, especially as far as 1 t related to tbe 

1naustr1al sector, .,ula concem our attention ln the next • 

chapter. 
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SALlBl~T FEATURES OF I~DUSTiiiAL POLICX OF BA!iOLADB&H 

The econom!e poUc;;y or a newly independent nation is 

to a considerable extent conditioned by its b1stor.leal 

legacy. Moreover, wh.n the struggle tor liberation 1nvol'18a 

tubstant!al human sacrifice and ma30r dislocation to tbl 

vi tal sectors of tbe eoonomy, then the formulation of 

economic policy would have to take due cognizance of the 

p ren111ng o b 3ect1 ~-e ~nd1 t1ons. In tbe p rerious two 

chapters we have been concerned w1 th an examination of the 

atoremeot1onecl factors 'td. tb respect to tbe industrial sector 

of Bangladesh. In this chapter ve nov tum to examine .. the 

salient features of Bangladesh • s industrial policy as 1 t 

ewlved a1nce liberation under Mu31b'a regime. 

noVERNMF.i"T TAKBOYER OF ABA;•pONBp BNIW8ISE§: 

OD 26 l»ceDber 19711 at a blffh level meeting presided 

over by the Flnance, Trade, Commerce and Indu.str1es Minister,· 

tbe Oovernment decided to take over all tbe ~ute mills and 

other industrial firms of the absentee owers tor their 

imm•diate oommencement of operations. The meeting •• attended 
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by the Chairman of Jute Board, Adviser to the Ministry 

of Commerce and Industries, and Commerce Q9cretary. (This 

decision of the meeting was described as a step towards 

nat1onal1aat1on accordinrr to the manifesto of the Awami 

League. Out of a total ownership of the entire commercial 

and industrial firms, 70-80 per cent belonged to the 

abaentee management.) In accordance w1 tb tb1a decision, the 

acting President of Bangladesh issued an order on ~6 Decanber 

19'n authorising the Ministry of Commerce "to take over the 

management of aa'd· operate these concerns, firms and companies 

ei tber directly or tbroc~b tbe appointment of administrators 

or etberw:lse and generally conduct all ancillary matters 

and to carry out such otber functions relating thereto as may 

be necessary from time to t1mo•.1 

TlJE EAtiOtADRSH INDUSTRIAL Et!'J'ERpRISiS (~ATIONALIZATlQNl QIIDRR 19721 

• 

It vas not until 26 March 1972 that the first step 

towards industrial development of Bangladesh through 

nat1onal1sat1on of industries was taken. vThfc step was taken 

with the promu11at1on of tbe Bangladesh Industrial Enterprises 

(~at1onal1aat1on) Order 19'72. As a result ot tb1s first 

1 Blp«ladt§b Btrgt:s A'lad 1 ftllJ,g1ts apd M!IIJU!It 
Ministry of nforma ion and Broadcasting, Cbvernment of 
Pe._les • Republic of B!inglactesb, pp.l-2 • 

• 



nationalization pro~ramme all jute, cotton textile and 

su~ar factories and abandoned enterprises having Taka -

A. 5 million or moi•e of assets were ns tionelised. 

41. 

Simultaneously a decision to hondover abandoned 

enterprises havin~ assets \oDrth less than Taka"i.s million 

to private or co-operative ownership -v--as also talfen~ 

The Pangladesh Industrial Development Oo-:trporation( BIDC), 

which ws entrusted w1th the responsibility of setting up 

and managing all public sector 1ndustr1esJwas abolished. 

In its place ten sector corporations were set up each to 

mana~e nationalised and/or abuncioned enterprises 1n the 

relevant sector. The ten sector corporations werea 

( 1) Ban~ladesh Jute Mllls Corporation; 

(i1} Bangladesh Cotton Mills Corporation; 

(111) Ban~ladesh SU~ar Mills Corporation; 

(1 v) Ban~ladesh Steel Mills Corporation; 

( v) Bangladesh Paper and Foard Corpora t1on;-

(vi) 

(v11) 

Ban~ladesh Fertillzer, Jhemieal and 
Pharmaceutical Corporation; 

Bangladesh En~ineerjog and Ship-building Corporation; 

( vi11) Ban§!ladesh Minerals, Oils and Gas Jorporat1on; 

ttx) Eangladesh lbod and Allied Products Corporation; and 

( x) Bangladesh lbrest Products Corporation. 

2 

• 

A. R. Khan, :tht Eoonom;r gf J.!agglade:::h (Macmillan, 197?.) ,p.lBB • 

• 
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Initially the first throe corporations were set up 

artd then o ttier add1 tions were made. The corpora t1ons 
• 

were or~aoi zed 1n a three-tier s)fstem. At the' bottom were 

the lnd1v1dual industries ~hich were under the sector 

corporations. The sector corporations in turn were 

controlled i'y the Ministry of Inau~try. ~u·tt overall 

control of the 1ndustr1 @S lay in the hands of the r;tovernment. 

Thou~h 1 t made inroads in to the autonomy o.t' the sector 

corporations, thG chaotic after-liberation struttF.le situation 

d(lfin1 tely called for such control atleast 1n the interest 

of the better organization of industries. 

(At the same time, one me.Jor factor in the process 

of production, that is, labour had to be given certain role 

in the runn1n~ ot the nat1onal1 sed sector. Hence, in 

~une 197? t..erkers• participation in mana~en~nt tt!SS announced.) 
\'0\Q.yt 

Aeoord1n~ to this pol1ey announcek tw of' the five members 

of the management board of' each nationalised industry would 

be taken from amon~ the \'JOrkers of that industry. 3 Tbe 

Ha tional1 sa t1on Order of 197P. was only a preliminary 

industrial policy statement. lJ l_~ft m~Jly__tt}t_n_g_a Q~~~!lre. 

/one of them c.tb.s the 61 spersal of industries. ·~e role of 

foreign investment in the industrial sector was also not 

stated. These emb1~u1ties and uncertainties were sought to 

be removed by the industrial and 1nvestment_po11ey_ of_ 1~7~. 

3 Ib1 "· t p. 189 • 

• 

• 
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~~ OOSTRll\L AND INVRST'1~'iT POLIJ;( 1973: 

The most important industrial policy and th~ first 

ever industrial investment policy of Bangladesh was 

announced on 8 January 1973 by the Industries Minister 

Sy~d Nazrul Islam. This Industrial Investment Policy, 

defining the main areas for industrial developm$nt and 

establishing pr1or1 t1 es could be enunciated only l-11 thin 

the framet>~Drk of the lllrst flve-~ear Plan ot Fanjfladesh 

(1973-78) which was to be announced few months later. 

The policy pronouncem~t e'f!phsstzed the <ocial1st 

comm1 tment of Eangladesh. It d1 stjnftu1shed between mixed 

economic systems where the role of the pr1 vate sector is 

dellm1 ted 1n terms of industrial sectors, that is to say, 

under Wl1ch the field of operation of private Ernte.rprtse is 

strictly earmarked as compared tn the policy adopted by 

Ban~ladesh Which restricts private investment to snall/ 

medium s1 zed 1nC!ustrial un1 ts. Th1 s, tbe policy outline said, • 

would prevent private entr~preneurs from t:trowin~ into big 

oap1 tal1sts '• It w:>uld also clearly define the area of 

operation in whicb the private entrepreneur can exercise his 

skill and lim1 ted capital 1t1 developing the economy. 4 Thus 

a major portion of the policy was devoted to the cons1clerat1on 

of the role of the prt vate sector in the economy of Panl!ladesh. 

4 

' 
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.ROI£R OF THE PHIVATE SRCTOR: 

Th~ Government's Investment Policy restricted the role 

of private sector 1n Ban~tladesb to small and medium-sized 

units with assets not exceedin~ Taka ~5 lakhs (i.e. Taka ~.5 

m1111on). This pol1cy declared a moratorium on nat1onal1sat1on 

of private sector units of the aforesaid size. for a period 

of .:_ten years. This moratorium wula apply to old units for 

~~riod of ten years from the pubUcation of this pollcl' 

/~ an~ new un1 ts to be established durin~ the First Flve-)Cear 

.~~80-.'~~~1~d t-i'Om the date of their gotnt .? toto production. 

Howe~er~ these un1 ts t.Ould be free to increase their ~ssets 
to taka· s~akhs w1 th re1nvestea prof1 t. 5 

" t.fanura·c~e of arms and amun1 tion was proh1 b1 ted in 

the private sec~ • ., This.W purely for seeur1 ty cobs1derat1ons. 

\. 

A very 1nter~st1C~prov1s1on of the Fbl1cy was that 

the r~vernment rese~ed the rtght to nationalise any 

en terp r1 se 1n the p r1 ~ te sector 1f 1 t was eon tinuously mak1 n~ 
loss or uncier-ut1Us1ng\1ts 1astalled capacity due to neglect 

or m1smana~eme;t of tt;/e' o¥ters. 
r 

5 News Re!1tw og South Asia, Inst1 tute of Defence Studies and 
Analysts (t4ewi Delhi), February 1973 • 

• 
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StiALL AND COTThGE lt~DDSTRIESs 

Since Ban~ladesh was relatively underdeveloped as far 

as lar~e-acale industry was concerned, cotta~e and small

ecale'industry had a major role to play in its economic 

progress. Th~refore provisions were made for them also. 

The Ban~ladesh Cbtta~e Industries Corporation (EClC) was 

set up with the purpose of provtdin~ better design and 

techn1 que, improved raw materials, cred1 t, marketing and 

ra1n1nP,' fac!li t1 es to them. 

·~e Policy envisaged a eompleme~tary role for big 

The lar~e scale industries would 

ot production of spares and components to small 

unt ts 1ll1 the former vould process tbe materials supplied 

its and produce finished goods~ Thus, it by 

1 s assumed \small private sector units were expected 

to grow up as an,llary un1 ts of the lartte scale public 

sector 1ndustr~\ 
I 

Another co~Bo\r;Bi~'r{' ·t6r the small industries, viz. '· ... 

Bangladesh Small lndu~tr1es Corporation ~SIC) was created 

to act as a develop~t oorporat1on and supplement th~ efforts 

of the· pr1Yate sector throutth development of infrastructure • 

• 
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There was pr-ovision for d1 siovestment of BSIO pro ~~c!tS 

alm. ln this ease an tntJ1rect reference was made to wrke.rs• 

co-operatives where no hired labour is emplo)'E!d. ln ease 

ot disinvestment of .BSIC projects, first preference t«>uld 

be g1 ven to the wrkers' eo-operat1 ~s. In case of 3oint 

ventures, the associate of BSI~ would get the preference. 

J!.OLE OF FpREI'H~ Ii14VEST!!ENT: 
v 

Lack of entrepreneurial resources in Bangladesh 

ssi tated procurement of resources from elsewhere and 

v.n investment was the easiest means of ava111n~ 1 t. 

Hence, the Industrial Investment Policy of 1973 recor.nised .. 
1 ts utili Y. It was expressed in the following tel'n)st 

• 

"lere~n equity tnvegtmeot had never played a 

significant ro~~ in the economy of Bangladesh durin~ the 
\ 

last two decades~ At liberation forei~n capital controlled 
\ 

an insignificant ~rt of f1x9d &!tsets in the modern 1ndus-

trtal sector. The '6ta 3Dr part of this 1nv~stment wa tied up 

1n subsidiaries of ~~~t.erii:a.t\ton~l pharmaceut1eal compa~i.e, ..... 
~ 

and tea ~ardens wh1ch)ad been 1nh~r1ted from British India~ . 
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"!he need for foreign investment to bri"ge the 

foreifrO excbansre ~ap is recognised as is the need for 

importing both technology and mana~ement. At the same 

time 1 t ts seen that w1 thin the trame\IOrk ot a soc1altst 

comm1 tment, forei~n investment cannot play aa1 unreatr1cted 
6 ro 1 e in our economy". 

The apparent aoatrad1ct1on between tbe need tor 
foreign excbange and commitment to socialism .as sou~bt 

to be resolved by incorporating certain restrtot1ve 

4erlcea in the Industrial Investment Policy. 

Tbe first prov1so·,..vas that all new foreign 

investments were restricted to public sector onlJ. In 1 t 

also th~ Ooveroment reserYec1 an upperhand for 1 t by 

keeping 61 per cent or the •\u1 ty share for 1 tself and 

1eav1n~ the rest a 49 p~r cent tor the fore1~rn investor. 

Fbre1gn equity part1e1pst1on 1n new private sector 

yentures was not allowed. . In this ease toreicn oollatorat1on 

vas ~ni:iot\12.~ to patents ancS licences only. 

6 Tbt fttst F1tt=Xtar Plan 1973-781 Planning Comm1ss1on, 
Government of the People•• Repub 1e of langladesh, 
( tacea, .Novtmber 1913) • 
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In ease of purely new projects forei::!n investors wera 

required to rd ve th~ .fu 11 amount of the foreign exchantte 

eomponen t of thf!l pro ~ect. If th1 s exceeded 49 per oent o: 
the equity ~s stipulated, then the excess fore1~n excbanP,e 

bad to be provided throurth loan on terms to be mutually 

nettotiated. If the foret~n exohan~e component of the 

project fell short of 49 per cent of the equity, the share 

of investors W> uld 'be negotiable to enable then to have 

boldin~ s equ1 valent to the stipulated amount. 

BSIC may also enter into 30int ventures wl tb forei~n 

private investors. lilt such units may not be d1s1nvested 

to the tore1gn party. In case the foreign partner wanted 

to disinvest, th~ first option will lie with the BSIC who, 

in due course may disinvest it to workers• eo-operatives.? 

The· terms and preci sa nature of associ a t1on could be 

sub4ect to ne!loti~tion and embodied in a management contract 

to be entered into by the public sector tnterpr1se and the 

forei~n investor. 

7 Danglagesh Obseryer, 9 January 19?3 • 
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hnotber important aspect of industrial development, 

namely efficient management and development ot 1no1genous 

managerial skill throu~b the help of the fo~ign investor, 

was also discussed if" tbe policy proposal./ It sa1ds 

Tbe spQnsortng corporation bein~ satisfied with the 

need due to absenee of managerial talent, special know-how 

or continuous research feed baek from mother plant, may 

~nter into mana~ement aontraet w1 th foreign private 

investors for a desi~nated period w1 tbtn which management 

ot the enterprise is left for an agreed period to tbe 

foreign investors, dJlrin£r ~ 1ch local mana~er1al skill will 

be developed. 8 

The final author1 ty for sanct1on1n~ an;y foreign 

investment venture was to be the .investment !bard. 

Since fore1~n investment was so very ee:sent1al for 

the industrial developm(.lnt of Ban~ladesh, the PolicY 

decided to give certain 1noent1 ves in tbe form ot reml ttanaes 

to foreign investors. 1'hus, all fbrei~n investment l4 ll be 

tree to raul t a 

!(.) All post-tax dividend on foreign cap1 tal. 

(b) eo per cent of net salary of foreign nationals subject 

to a maximum of £lEO per month per individual. 

8 Ib14. 
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(c) Savin~s from earnin~s, reti rem~nt btmefi t and 

personal assets of the individual./ 

i\epatriation of capital 1nclutinv, capital ~ains 

and reinvestment out of profits was to be per!D1ttec~. 

However, .. 1 thin th~ first 10 years from the oommeneanent of 

production repatriation cannot take place in one 1t'H':talment 

but \J:i ll! have to be spread over a lO-year period. 

Governm~nt further expressed its willingness to 

enter it'lto treaties to avoid double tsrat1on. 9 

~ddi t1onal 1neent1ves in the form of tax holiday 

for forei~n invest~ent in the jP1nt ventures for a t¢;t~Jl 

p~riod of f1v8 years after it goes into production was also 

promised provided that 50 per e~nt of the profits exempted 

from tax are plou~hed back into the enterprise. 

~xemption of export and import out1es, sales tax and 

excise duty was also proposed 1n case of 100 per cent export 

based industries. 

The policy kept sterlin~ tea gardens outsioe the 

purview of forEti~n investment. Though no reason b3~ been 

offered, 1 t may be attributed to the fact that th~y already 

were huP,e forei~n exchange earners. 

9 The firat P!lyg-Year Plan, Plann1n~ Oomm1ss1on, rovernment of 
the Peoples• Republic of Ban~ladesh, (t~ovember 1973) ,p. ?.64 • 

• 



51. 

DISPERSAL. Q! .. I~D!JS!rliES; 

Industrial activity in erstwhile Rast Pakistan had 

demonstrated s tendency towards r~1onal concentration. 

This «ave rise to uoe~al industrial and thus economic 

development of differPnt r~1ons. The reasons for the 

existing distribution of industrial activity of erstwhile 

East Pakistan were said to be the followings 

{'a) Access to f!nvernmen t dec1s1on-maldnl7 agencies. Th1 ~ 

was part! eularl;y relevant in the pr~-li beration period. 

(b) Costs of procurement of raw materials, cost of 

di str1 button and access to markf:\t. 

(e) Relationship to the entire system of sp•ttal linka~es 

between a gi.ven plant and other 1ndu stries end location of 

physical infrastureture. 

(d) In East Pakistan all these economic considerations 

operated in vary1bg degrees. In the public sector, besides 

economic considerations, social and political interests also 

played a role ... 10 

Thus, not onlyeeonom1a considerations but also poll tical 

pressures carried weight in deciding pest industrial location 

in the country. This anomaly had ~ be set r1~ht. An analysis 

·10 Ibid. 
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of the ex1st1n~ pattern of' industrial location showed that: 

(1) Industrial concentration was the most in the district of 

Dacca with la~e 1noustr1al complexes at ~arayan~anj, r~~~a, 

Tu~i, Joydevpur, nhorasal and i~arsinEtdJ; 

(11) racea W&S follo~;"' by Chittagonrr. 

(111) Other tt~ eonc~Atrat1on areas were Khulna and Sylhet. 

(1 v) The remain1n~ districts fell far below the average 

de~ree of concentration. 

To avoid the existin~ concentration of industries 

in particular areas, it was decided thst Indu~trial Eastates 

will be the fo~al point for development of industries in the 

private sector. And in order to combine the objective of 

the utilisation of estates and ~eo~raph1cal dispersal, both 

domestic and fore1~n exchan~e resources should be divided 

up for utilisation cia the basis of location. The areaw1 se 

allocation for the indust~ial estates were to be as followsall 

( 1) 

location 

Estates locat~d in developed 
areas • • • Decca, Chi ttagon~ 
and I<hulna 

Allocation of resourO\I{ 
achedyle prov1p1gn 

Not more than to per cent 

(11) Estates located in less Not more than 50 per c~nt 
developed areas (all other estates) 

( 111) R>o t loose 1naustr1 es ( Industries 
located outside industrial estates 

11 

and exclucin~ Dacca, Jhittagon~ ana Not more than 30 per cant 
Khulana) 

Ibid. , p. ?.71. 
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The financin~ e~enc1es were required to disburse 

funds for projects situated in a pa~ticular area upto the 

11m1 t s a llo ca t()a for that arsa. 

Certain a.dd1 tiona! 1neent1 ves and f1seal concessions 

were promised to thE> private sector for setting up 

industries outsioe industrial zones of Daeca, ~~arayanganj, 

Chittagon~ and Khulna. They weres 

( 1) The per1od of repayment of loan may be extended 

lly an add1 t1onal grace per1oc'i of five years. 

(11) A tax bol1day 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 un1 t or invested 1n the purchase of 

rJOvernment tends. 

(111) A h1sther percent~~e of debt equity than that 

o b·tained in the developed r~1ons may be allowed. 12 

12 
Ibid., p. ?.70 
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As a sequel to nationalisat.ton of many industries, 

the organization of the1r manav.ement had taken a ne~r 

three- t1 (!)r form: the ~1n1 ster-1n-Charge, 93etor Qorporation 

and scheduled industrial enterprise managenent. Tbe 

~overnmental authority for the manaFtement of the nationalised 

industttes would rest with the Min1ster-1n-~harge who 

t«>uld own industries on behalf of the people and ba 

acoa.untable to the Parliament and the people at large. 

/,eoord in~ to 1\rt1 ele 11 (1) of the ~a t1onal1 setion 

Order, the ~eneral d1r~et1on and adm1n1 Ptration of the 

affairs and t-.us1ness of a corporation W>uld vest 1n a 

Foard of Li rectors l-1hich teulc act on behalf of the 

Corporation. Furthers 

"The !bard shall be sub~ect to the superintendence 

and contrcl of the r~vernment and shall be guided in the 

_ cU scharge of 1 ts fUnctions, by such ~eneral or special 

instruction as may, from time to time, be given to it by the 

Government. ttl3 ThP corporations \OUld be vested w1 th the 

13 Article 11( ').) The Pangladesh Industria 1 En terpr1 se s 
(.Nat1onal1satlon) Order 1972, (President's Order ~oa?7) • 
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function of eontrol, supervision and co-ordination of the 

activities, business and affairs or the industrial 

enterprises placed under th~}4 

• 

Thus tbe industrial enterprises were to act under 

tbe control and supervision ot the sector corporations. 

The corporations were also entrusted with the task of setting 

up nev industrial unl ts. 

ftlt the three.tler s,vsten cticls not categor1call7 

state the duties and respons1bil1 ties ot the different 

agencies. In all important matters the ultimate authority 

lat·w1 th the Government, that is to sa)', the lfln1strJ of 

Industry. Thus, though tbe sector aorporat1ona were to 

superrise the business and act1 v1 ties of the 1n4ustr1al 

enterprises, the Government could also dissolve their !bard 

o t Directors and appoint new Directors. l& 

The C"overnment reserved the r1~ht to transfer to 

a corporation such of the propertJ, assets and 11ab111 ty 

and j~~~¢1 such officers and emplo1ees of the Ean~ladesb 

Industrial DeYelopment Corporation ( BIDC) as 1 t aeaaed t1 t.16 

14 Article l?(a), 1b1d., as amendea by P. o.Not131 of 19'n. 

16 Article 5( b), 1 bid. 

18 Art1el• 26(1), ibid. 
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Thus, much scope was lett for ~overnment interference, 

wh1oh, in etfeot, meant bureaucrattc 1ntereferenoe, in 

the funet1on1n~ of the sector corporations Which would 

constitute the k1nP.p1n of the industrial deyelopment of 

Ban~ladesh. 17 

flBlfi IN Ij1pUBTRIAL POLIQX 

Our at-ove discussion of the industrial policy of 

Bangladesh indicates that the (bvernment vae trying to 

gi Ye a concrete shape to 1 ts policy tramelerk. lbt w.l tb!n 

nearly one and o half years of the t1rst major Industl"lal 

and Investment Polley formulation of January 1973, tbe 

ao .. rnment came out wJ tb another revised list of policies 

which ~l:os~ the promises of more 1:!~9-wa)f to the private 

aector and more concessions to 1 t. 

Tbe rev1 sed policy announcement of 16 Jul)' 1974 said 

• a uaual that foreign investment both ln management snd 

equity wuld be allowed 1n pro 3ects vhere teehnolott1cal and 

manacer1al gap ext sted and ~1 ab will be cons1 dered necessary 

in national interest. Ibt 1 t lifted the previous ban on to reign 

17 Ibr ~h@ usefUl discussion or management pattern of industrial 
enterprise, please~ see Qazi Khol1quzaaman Ahmad, "Aspects 
ot the Management ot Na\tonalised Industries 1n BanJtladesh", 
and Mbh1udd1n Alamgir, "Nationalised Industries of Ban~ladeshs 
Problems and Prospects", in Jbe I9ngladteh r.exva.anumt Stndtaa, 
vol. II, n. a, Jul;y 1974 • 
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e~1ty part1c1pat1on in local private ventures ~ere 

technical know-bo,~~ not locall¥ ava1lableJ technolog)' 

involved~~; v~ry complicated and,c~p1 tal outlo~~ h1gb. 

It vlll also •xtend to industries based on local rttv-mGtenal 

or wholly export-art en ted industries. 18 'l'be poltoy also 

pro'11dedtli%\. technical eollatorat1on w1 tbout eqtli ty 

part1c1pa t1on was to be allowed 1n all t)'J>es ot 1ncSustr1es. 

1be ext st1n~t ceilia~ on private investment was also 

rat sed to Taka 'lb~e crores (00 m1111on). The reason put 

fortb lfor 1 t was bi~h increases in the prices of land, 

building and machineries and aD~expanded scope for investment 
-~~··>- ">· 

1n the private sector. 

The moratorium on nat1onal1sat1on of new tnaust.r1es 

was raised from ten to fifteen year• from the date of their 

going into production. 

lbreign investors -re provided further concessione. 

Tbe most important of them vas tbat 50 per cent or the net 

salary of foreign nationals sub~eet to a maximum of £aoo per 

18 Epgclade~b Qbaarver,. July 17, 1974. 
r 
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month per individual could be rem1 tted home. Here tbe 

11mi t was ra1 sed from £150 to £200. 

~o provide better incentive for eatablisb1ng 

industrial eonc~rns 1n less developed areas, outside the 

industrial zones ot Dacca, Cb1 ttagong and Hhulna, the 

p.eJ."iod of tax holiday lllla raised from 6 years to 7 years. 

After providing ror private industries and foreign 

investment, the Jul7 1974 declaration gave an elaborate 

list of industries reserved tor the public sector. 1he 

11st inoludedt 

6. 

s. 
7. 

e. 

10. 

11. 

1~. 

Arms and amuni tion and allied defence equipment. 

Atomic energ7. 

Jute industr7 (sacking, beasian and carpet back1n~). 

Textiles (excluding handlooms and epecial1s*d textiles). 

Qlstar 

Paper and nevspr1o t. 

Iron and Steel (excluding r._roll1ng mills). 

Ship-building and heavy end neering (including machine 
tools and a ssembling/manufaoture of car a, busea, 
trucks, tra·ctors and po\1181' tillers). 

Heavy electrical industry. 

Minerals t 011 and Gas. 

Oement. 

Petrochemicals (~rtil1zers, PVC, etbJlene and 
synthetic t1b:e) • 
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14. 

15. 

16. 

17. 

18. 
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Heavy and basic chen1cals and bas1o pharmaceuticals. 

Air transport. 

Sh1pp1n~ ( 1nelud1ng com stel sb1ps and tankers 
above 1000 DWT). 

Telephone, telephone cables, telegraph and wireless 
apparatus (excludin~ radio receiving sets). 

Generation and distr1 button of eleetr1c1 ty. 

!brest extraction (meohan1sed).l9 

The above policy was a ma~or break from the policy 

of 1973 1n that 1 t not only increased the 11m1 t 1n private 

investment, but also earmarked certain industries exclusively 

for public sector. This meant that 1n Ban~ladesh private 

and public sectors were being 41itngu1sbed not on the basis 

ot size of investment alone, but also ctn the basis of 

reservation of certain t)Tpes of 1ndustr1e!t for a particular 

sector. This principle was quite in contorm1 ty w1 th mixed 

economi¢es. 

AOLF. OF FOREIGN TRADE 

'lbe industrial sector in a country cannot be self

dependent especially Wbeo 1ndustr1al1sat1on 1s largelJ based 

on imported raw materials and capt tal equipment. In tb1s 

19 Ibid. 
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context forei~n trade has vital bearing on 1ndustr1al1zat1on. 

In case of an undeveloped country like Bangladesh tb1s is 

partioularl~ relevant. At the same time Bangladesh bad to 

export its products tor earning foreign exchan~e wich 

could be used 1n 1 ts developmental work. In Bangladesh, 

1mmedlately after liberation, regulation of import was of 

v1 tal importance to ensure tbe steady flow of urgently 

needed raw materials for tbe industrial sector. Tbe 

private importers in Bangladesh before indepenaence were 

mainly West Pakistanis. After their fligbt,a vacuum was 

created. Tb1s vacuum was filled mainly by the state 

attency, tbe Trad1n~ ~rporation of Bangladesh (TCB) and 

the public sector industrial enterprises because of 

their greater participation 1n the industrial development 

ot the republic. By the end of 1973, SO to 90 per cent 

of foreign trade vas conducted by the public sector 

agencies. 10re1gn trade was carried on mainl1 by the 

followinv three agenctesa 

(1) 

(ii) 

(111) 

In case of raw materials the sector corporations 
¥>Uld import for the nationalised industries. 

T. c. B. wuld undertake imports for tbe private 
industries. 

tbr those eommodities in wh1cb close contact bet..een 
ultimate users ana sellers was important, tbe 
responslbtll ty tor importing was lett to the actual 
user or industrial enterprise. 
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Thus, in the 1n1 t1al sta~es, Umi ted role was 

assirtned to the private sector. Import trade vas sou~ht 

to be spread among a number of pr.lvate traders to a901d 

concentration of imports in a few hands. tht as more and 

more 1 tens of import were left to the private traders, 

corruption and selling offtot import lleences at a pren1um v 
to regular traders started, thus defeating the original 

purpose ot the government. 20 

Thus the industrial policy of Blngladesb started 

w1 tb avoved comm1 tment to socialist principles. lht 

subsequent changes 1n the pol1e)' package however revealed 

some relaxation of the (byernment•s earlier enthusiasm tor 

aoc1al1st ideals. The next chapter is devoted to a cr1 tical 

evaluation of the Government• s industrial pol1c)' and factors 

unaerlyin~ changes therein. 

20 Jbr a detailed discussion of import policy please see, 
I.N. Mukberj1, "Import Policy of Bangladeab .. , 
&re1cn Trade Rty1tw (t44tw Delhi) t April-June 1975 • 
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A CRITICAL BVALUATIOL~ OF lsJOOSTftlAL POLICY 

In the last chapter we have made a detailed study of 

the industrial polic~es of &n§tledesh dUring the ltl31b era. 

In this chapter we propose to examine cr1t1cslly tbe 

1mpl1catlont: of tb~QI pol1c,@s and the problems encountered 

1n t~Sr 1mpltmentet1on. Tbta liOUld 1nW>lYe us in picking up 

various elenents of tbe policy package, the salient features 

ot til1ch baye been discussed in the prerious chapter. 

It may be recalled that 1ndustr1al1sat1ou in Pakistan 

took place ttainly throu~h an edu.cate;di .. ~urbanized Indian M1sl1m 

community wbo bad mi~ra ted from United Provinces and a,mbay 

in India and had settled dow 1n and .a~und Karachi. They 

were pr1mar111 traders. While lbrk1 attr1b.ttes tbetr accelerated 

rate ot oonverston to an industrial capitalist class to the 

stoppage of tlow ot Indian ~oods to Pakistan after the ttTrade 

war .. of ~949, Profesaor Arjun Sen Cupta attributes it t(\ the 
'--.. 

collapse of the Kor".an boom and the stoppage of imports from India. 1 

1 

• 

Eibah1d Javed Jhrk1t. Jt~li ties of Eocnom1c Decis1on-aak1Dfr 
~ring the Bbutto ~erlod", Asitn SJfDY\ Vol. KlV1 No.l2, 
~ceber 1974, p.lla> and Ar3un Sen Chp a .. Regional 
D1spar1 t7 and tsconom1c Development ot Pakl stan.. 1n 
pangl•dt$b Eoonomx a Probltms anst Pm&tsta, v.f<. R. v. Rao, 
ed., (Delhi, 1972), p.-35 • 
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·the "natural leaders" of Pakistan, the landlords, came 
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to hold re1nsl)o:_f pover after the murder of L1aquat Ali Khan 

to 1951.2 The formation of the Publto S.otor Pakistan 

Induatr1al Development Corporation (PIOO) could ao little 

to arrest their rise. As has been pointed out In Chapter I, 

ma~ori ty of the industries in erstwhile East Pakistan were 

also controlled b)' the West Pakistani csp1 taltsts. lbt 

during the five-1•ar period ending in 19?0, the PIDC 1n 

Bast Paldstan bad divested 1 tsel£ of many go1n« concerns. 3 

The reason offered for tb1s was tbat once an enterprise 

becomes viable, 1.e. starts yielding profit•, tt should be 

transferred to private hands and new ventures should be 

started w1 tb tbe sale proceeds. &nee., East Pakistan 

entreJ>rtaeura lacked resources ~mpared to their west Pakistani· 

counterparts, most ~f the d1s1nvested enterprises went into 

2 ·lhrkl, n. 1, p. 1131. 

3 A. R. Khan, 1be EQonomY pf Bapftlf4tab (Macm1llan
1 

l972)__1p. 72. 
Also see, A. a. Khan "Bangladesh s Economic Pol ctes 5tnce 
Independence,.., §out£ Asiao Rm•x, Vol.B, No.1, October . 
1974, p.17. 
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lht, as we have sboVt 
• 

in Chapter-I, durin~ late-1950s and eorlJ 1960s, t.e. during the 

re1~n of ?tee1dent AJUb Rhan, 1t w.as publicly admitted that disparity· 

existed between the Eastern and westel'G w1n~s and the necess1 ty for 

removing 1 t vas felt. As Rebman Sc)hban has pointed out, during tbe 

last five 1ears of United Pakistan, a new class of BMl~ali cap1tallst 
• 

was orea ted under state patronage. 4 lb t tb ey con st1 tu ted a 

minority, as can be seen from the table belowa 

Table 1 

PUb11e ~otor in Banftladesh as on ~6 March 19?2 

Name of source i~. of enter- ~talue of &bare of 
pr1ses (1neluding fixed assets fixed asset! 
under construction) (Takkas million) tn pereenta~ -·---------------------------.. --------------------..... ---------------------.-... ~-... --

1. FOrmerly under 
CPitC/BIDC 53 1100 48 

2. Abandoned b7 Pakistani 111 1047 29 

a. Jute and Cotton Mllls 
o~ed bJ Bengalis 75 810 ~3 

..... Total 239 3557 100 

s. Abandoned units under 
Takas 1.5 m1111on 400 214 

Soureea Rebman Q)bhan, "t~at1oaal1sat1on of Industries in !an~Jlades~ 
Background and Problems", in lbbinson and Gr1t11n, ed. l 
The Roooomio I!xelppmtnt pf D.!ogladtsb within a SOs:Sal at 
Ftamewrk (Macmillan, 1974), p.lBB. 

Rebman Sobhan ... ~at1onal1sat1on ot Industries ln B&n~ladesht 
l!aok! ronnd an~ Pro bles •, 1n E. A. c. lb bin son and II. nrt tttn, ed. , 
lba . :'tmtc teillaJm"Qt of Bapglf*dtsb xith1Q 1. &otalS:;t 
liiJD (Macmillan, 1974), pp.l84-B5. 
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Thus 1t is clear tbat even thou~ a capitalist class 

wa a emer~tn~ tn East Pakistan towards the end of 1 ts assocla t1on 

w1 th West Pakistan, 1 t ~s small and hence, 1n the overall 

context of tbe economy of Pakistan, vas su~rdiaate to· Wtst 

Pakistani industrial eap1 tal1st class. It vas some sort of 

an internal colonialism in wb1cb "metropolitan• owersb1p ot 

. the Western vtng preva1l~d over the East. In tb1s s1 tuat1on 

1 t is ver,- natural for the nascent eap1 tallst elasa ln East 

Pakistan to banker for 1 ts dominance enCi assertion and thus 

tf> breakaway from Pakistan. lbt during the n1ne..aontb long 

li berat1on stru~~lff in 1~11, \h1ch vas spearbeaded by the 

peasants, trQrkers and, middle class 1ntell1~enta1a and to 

vb1eb Awm1 Lea~u• ot Mbetkb lttj1b provided leadersblp• the 

attitude of tbe capitalist class was what can best be called 

"apathetic•.& This can be attributed to their sense of 

uncertatntl' about the outcome ot tbe stru~gle vh1ch ensued 1n 

March 1911. 'lbey wanted, true to their class character, to be 

C!>n tbe safe side. B.tt 1D tbe proeess tbey lost tbe goodvill 

• 

of tbe masses and emerged v1 tb an weakened bargaining leveratr• 

after tbe 11 bera tion strug!l•. Since the vorkers act1 ve17 

& See Rehman a, bban, ibid. , p.1as, and aurul Isla, Dtglgpment 
P}apt1nc in f8pgladtlh ' A 3tud;y_ to Jbl1 tigaJ. Eggnpm;r (Ion don, 
1977) •. p. 219 • 
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involved themselves in the struv,~le, lt was not possible 

for the .~wami Lea~ue to wish them away. Here 1 t 'W>Uld be 

pertinent to examine tbe class character of Awami teacue 

briefly. • 

The Awami League was formed in 1948 as an oppos1 t1on 

to the eonunal ttl slim teague of Pakistan. Jht it oould 

n-e.-er assume a national character. It remained w1 thin the 

cont1nes of the East Pakistan borders. Prot. Nurul !slam 

calls it a .. liberal democratic part;y v1tb s:>cio-denocratic 

lean1ngatt, 1n terms of 1 ts economic philosophy. 6 As long 

as the East Paldstant economy was dominated by the capitalists 

of the West, the Awam1 League could capi tallze an 1 ts oppos1 tion 

to b1~ eap1 tal. This was done more in order to wln over the 

$Upport of tbe majority ot the to111ng masses and t'l> pose a 

Ben~ali nationalist character. 'Ibis did not antattOn1ze the 

upper class Bengalis because. as we bave said before, they 

were not in a position to aontl'Ol the economr. Aa PR>f. Islam 

points out,tbere vas a eontrad1ot1on between 1 ta oppotd tion 

to "Big B1s1ness" and support for tbe wrkers, w1eh beeame 

evident after liberation. 7 

6 ltuul Islam• 1 bid. t P• a1. 

? Ibid., p. 2?.. 
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(a} In the post-11beratton p~r1od, the Bengali capitalist 

class vas trytn~ to replace the West Pakistani capitalists 

who bad left. To ~o all out against it ~uld mean -

~lenathg tbe nascent ascending bourgeois for ~b)m lt 

stood and \lbo formed the bscklx>ne of the part)'. 

(b) BJ. Sl'PPOrting the cause of the East Pakistani labour 

foree against the profit-hungrr West Pakistani 1ndustr1al1sts, 

the Awam1 Lea~ue bad created an 1matle for itself wh1cb tt 

\.Ould tam1sb by going against the t.orkers. 

Because of this above contradiction, ,.lo\wmntt~Lesg\te bad 

to assume a socialist stance. ( Akblaqur Rahman points out 

that until the elections of 1910, the Awami LeaRue had not 

developed a fascination for socialism. And the fascination 

developed w1 tb the election of 19?0 to oounteraot Maulana 

Ebasan1 and the rewlu t1onar7 Bengali JOU tb. 8) the Election 

Manifesto of tbe Awam1 League 1n 1970 ss1d: 

/ Conaentrat1on of wealth and control of the key seetors ........ 

of the e®nomy by a privileged coterie cannot be prevented by 

protress1ve taxation and b7 re~Ulatory measures alone. In 

) Akhlaq.ar Rahman, "!bade to Sbeial1sm-II1 tthe Awaml 
Leatcue Road•, DQ114&X W~lklx, (Dacca), 11 August 1913. 
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order ettect1Yely to meet these problems, 1 t 1s necessary 

·~ nationalise tbe key sectorsof the economy and to ensure 

tbat future development 1n key area• 1s 1n the public sector. 9 

1.'h1s socialist stance was another attempt at taking 

the wind out of another's sail, and it succeeded tremendously 

as ws sbown by the election results ot 1970. lt naturally 

came to aasurae tbe unri'lalled role of the leader of the 

:Ben~tal1 nationalist upsur~e against West Pakistani domination. 

(!be Coost1tut1oo of Bsngladesb 'Which vas promulgated 

in 1912 also emphasized its faith in soc1al1sn. Article 10 

ot tbe Constitution solemnly deelare4a 

A tbc1al1st eoonomtc system shall be establisbed 

witb a Yiew to ensuring the attainment of a just and 

egal1 tad an aociet1, tree trom tbe explo1 tatlon of man b7 man.~ 

The Const1 tut1on also declared emanc1patlon of the 

to111n« ·••••••• peasants and U> rkers from all sorteot ezplo1-

tat1on as one of the fundamental responsibilities of the state.ll• 

9 lJ.g•l•dteb lh~llentst Mini sti'J of External Affairs, 
Cbvernment of ndla .. w &lb1), p. 71. 

10 1!bt· Con ott W tigg of tbt l!oplt 'a Republic; Ot Bppglgdt§b, 
Constituent AssemblJ of Bangladesh, 1972. 

11 Ibid., Article 14. 
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Removal of inequality between man and man ana between 

region and reg1on end attainment of uniform level of 

econ.omlcr development th:ouc.thout the Republic was accepted 

os a fUndamental principle of state pollcy.12 Without 

mincing wrcts, tbe Consti tut1on assertecJ .,rk a a a rtgbt 

•nd duty of the ci ttzens and said that pal'!Dent wuld be 

made on the baats of "from each according to his ab111 ties/ 

to each according to b1s ~rk", which ts a b1~b wster.mark 

of .:>cialtat principle. l3 

( ~ot only tbe Manifesto of tbe Awam1 Lea~rue and the 

Gonett tu tton of the country emphasized socialism a a one 

ot the soverntnfr principles, but also tbe first flve.year 

plan of the country hammered on the same point.} It said • 

The rtmo.al of tbe cap1tal1st system of income 

d1atr1but1on, of the private owersb1p of meane of production 

r ela tton a is a nece esa ry p re-condt tton for so eta 11 st CJevelopmen t. 1" 

12 
Ibid. , Art1 ele 19. 

13 Ib1<t., Article 20. 

14 Ara~ Plyt-.1!11: P!an ,of BIR!ltdtehl l9?a-7Bt Planning 
Comm1ss1on, Government of the Peep e' s Repu Uo of 
Bangladesh ( Daoea, 1973), 

. ... 
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/Blt tb1s was at variance l4 th tbe Conat1t1ltion which 

said that ovnersbip ~uld assume three fo~ss state ownership, 

co-operative ol1Ders.b1p and private o'Wllersbip.lS 'l'h1s 

anomaly was sought to be e~lainecl avay by Sbeikb M\t'1blr 

Rahman by sa11ng that tbtougb a private sector would also 

exist side b7 side• "fol'llat1on of private monopoUes,.,will 

not be allowed. ttl8 An impression vas «iven through tb~a 

statement that private ownership could not grow into 

monopolies, wb1ch is a totall1 false and misleading impression. 
-flater eycts sbov that priY&te otlllers or means of production 

grew into b1SI capt talists./ 

'lbe policies contained within thenselves m&nJ 

lacunae. The Nat1oaal1sat1on Order of ~6 March 19?2 

set an arb1 trary floor-level of Taka 1.6 million wrtb ot 

fixed a•sets for nat1onal1sat1on or in<iustries. t-bst of tbe 

b1~ 3ute, su~ar .~nd cotton textile industries vera already 

under public sector or t~re abandoned by WJst Pakistani 

1ndustr1al1sts. Bengal1-o~ec1 b1g industries were a bandtul 

only. Given the weak pos1 tion of the Bengali cspi tal1st class, 

1 t was not difficult tor the Government to deprive them of 

their industries. At tbe same time enough scope was left fbr 

15 Ibid., n.11, Art1 ele 13. 

18 B1n4natap_itapda;A, 21 January 19??.. 

• 



7t 

manipulation of balance sheet and reduction of the value 

of the fixed assets to avoid nat1onal1sat1on. High 

deprec1at1on in cost could play the trick. 

W,rkers' participation 1n managenent vaa proY1dea 

for, but at the same time the ettect of 1 t was sou~bt to be 

blunted by banning strikes 1~he nat1ona11aea sector.11 

Tbou~h selected 1ndustr1es were taken over by the 

Cb.emment, the management remained 1Jl old bands. '!be 

manarers of prlyate enterprises could not be expected to 

turn 10c1al1sts overnight. Thus the control of the productive 

machinery at1ll remained 1n private baods. Liot onl7 that, 

sine• tbe7 were bold1ng ke;y pos1 tions, the private ~-

managers c~uld allocate dealership licences to chosen traders 

ants thus re3p the benet1 t especially 1n a scarolty situation 

wb1cb prevailed in Dan,lsdesb. 'lbere vas no control on 1 t. 

As A. R. lhan puts 1 ts 

The act of nat1onalisat1on did nothing to impair • .._ 

such control. Indeed, the nat1ona11aed enterprises continued 

to be mana@ted and controlled by their former o'\llers. In a 

period dUr1nR \ihi cb very 11 ttle :t'1nanc1sl and industrial 
. . . 

d1so1pl1ne survi98d and anything eou1d be blametl on tbct recent 

1? "A Presidential Order issued in Dacca on 28 !4&7 proh1b1 ted 
strikea and unfair labour practices 1n the nationalised 
enterpriaea for six months•, ,JiapgJ,ad!eh O}leerar, 29 r-tay 1972. 
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turmoil, this oonstitute4 an unprecedented opportun1tJ tor 

private mana~ement to pursue 1 ts private ob~ect1ves. 1 S 

Though there was no direct reference to a1s1nvestment 

ot the public sector industries once tbe7 became viable, aa 
A. R. Kban argues, there was nothing ~ pr~ude it also.l9 

The increase in tbe 11nl1 t of the U>rtb of fixed asset! in 

private sector indUstries froQ Taka 1.5 m1111on in 1972 to 

To ka ~. 5 million in 1973 and thEm skyrocketinJt of 1 t to 

Taka 30 atll1on. in 1974 gives further credence to tbis a11t«Ument. 

The tucrease 1n lim1 t of size of the private sector from 

Taka 1. 6 million to Taka ?..5 million was marq1nal ~1ch could 

have been expla1Ged away by putting forth the argument ot 

price rise, non-ava1labtlit7 of inputs in tbe local market etc. 

lbt tbe t\18lve fold rise of lim1 t from Taka 2.5 million in 

January 1973 to Taka ~ million in Au~ust 19?4 was 3Ust .. ,twrtc. 

To aclcS to that came moratorium on nat1onal1sat1on for 15 rears 

and foreign eqnlty participation 1n private industry. 

The reason for all this was to f!ive more scope to the 

private sector to grow. As Prof. ttuiUl Islam observes: 

• 

18 A. fl. l<han, u~ngladesh 1 EecHlom1c Pol1cl.es Since Independence", 
§;lp,tb Asiao Rw,tw, Vol. s, No.1, October 19?4, p.l?~ 

19 

..,. 
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"Tbe avera~e size of new industrial enterprises was 

about Taka 1 million ln 1973/74 and Taka 1.84 mtl116n in 

• 

1974/75. The low average size of investment, in sp1 te of • 

the tact that costs of investment had increased since 1972 

when the ceiling of Taka 2.5 million was fixed, contradicted 

tbe b1J)otbesis of lack of viable investment opportun1 ties 

w1 thin the oe111ng • ..20 

fo the rea son for increase in 11m1 t lay somewhere 

o tber than rise in prices. As Prof • .Nurul Islam points 

out, by 1974 man)' factors had contributed to the accumulation 

of surplus fUnds in private bands.21 One of the reasons 

being higb prof1 ts reslllting from domestic and external 

trade, including, trade 1n contraband goods and smuggling 

across the border of jute and other exportable$ 1\trtber, 

abandoned enterprises and buildin~s abandoned by Pakistanis 

were illegally occupied by pr1 va te persons, ~f&fS~Ioi¢Vf sometimes 

under poll t1oal protection. Rent anei somet1mec1illtgal sale 

proceeds obteinea from such property went to fallen the purses 

of the illegal ooaupants. 

21 
Ib1 d. t p. 244 • 

• 

• 

• 
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ibrtber, even tbough 80 per cent of fore1~n trade 

was nationalised, private traders had also a role to play 

1n import and export business. lOr that "lieenees" and 

"perm1 ts" were to be issued to the traders. Here the spo1ls 

sy stemp wrked very well. Awami Leaguers could claim 

11tn•s share of the 11cenaes and permits because of their 

pol1 tical opperhand. ibis actuall1 happened end Talukdar 

~tentruzzaman testifies to 1 t. He wretest 

"The ma~or portion of perm1 ts and licenses b1&l'e g1 ven 

to Awam1 League workers who sold their licenses to professional 

traders. This provided tbem wi tb ttunearned income", most of 

which was not invested in productive enterprises. u22 

The ill-gotten money earned from the above illegal 

sources bad to find some wa)' out in wb1cb that could be 

le~alized. So pressure was exerted on the ~overnment to 

increase the 11m1 t <ln private invesbnent and widen 1 ts scope. 

Dl t whether the ex1 sting opportatn1 t;v for investment 1n the 

industrial sector was adecpa te to absorb the money generated 

ln illegal transactions was not tsken 1n.to consideration. \i1at 

\laS favoured and desired by the pr1 va te o1mers of investment 

22 
Talukclar Maniruzzaman~ "Ban~ladesb in 1974 a Economic 
Cr1s1s and Political YOlar1zation", Asian &mx. 
Vol. >r'1, No.2, February 1975, p. 118. 

• 
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resources was to revt:trt to the prel1be.rat1on policy of 

!sponsored t!ap1 tsl1sn" under lklich ttovernment eul<i liberally 

finance and extend fiscal facilities to the private sector 

to grow and \:/here the privat!i' sector ~uld be ffiven chance 

to experiment in industrial 1nvestmen t w1 th ~overnment 

subaidy. Prot. Islam s&ys, "They (the pri vats investors) 

were eager to ensure that private enterprises were not 

oonl1ned merely to the small-scale industries - a snall island 

1n an 1ociustr1al sector owned t.J largely by the ~overnment, 

tl?bicb re."lla1ned publicly eomm1ttetl to the establ1sbment of 

soc1al1 sm ... aa 

The demand for rat sing of 11m1 t• on private investment 

was strengthened by foret~n investors and a1d ag~c1es ~deb 

advocated for a b1~P:er role for the private sector 1n the 

1 ndu strtal development of Ban~ladesh than was provided for 1n 

the J1 ve-Year Plan. Thus, the ~rlci !ank recommended rat sin~ 

of the ae111ng to 'ra}(a 10 million or removing 1 t ug alto~etber. ~ ._. 

'lbat the tbvernment succumbed to the pressure ot the 

aew rich 1n Bsn~ladesh is evident from the above mentioned 

freqUent shifts in policies. It went to such an extent tbat 

whereas the policy pronouncement of 1973 defined pli vote sector 

23 

24 
• 

Islam, n.s, p.244. 

Islam, Ibid., pp.246-47. 
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on tbe basis of s1 ze, the 1974 pol1ey del1m1te4 the· !Ole· 

of the public sector. In the 1n1 tlal stages of a eoc1al1'at 

economy, printe sector does play a role, but 1 t is 

sractuallJ abolished. In Banrladesb a reversal ot the 

above process was to be obser•a. 

'ibe comple~entar1 t7 of public and private !ector 

was aucb empba~1zed in tbe indUstrial ~-;- an4 1nYeatmeat 

po11c)'. Here a scope vas given to tbe pr1vate sector to 

de•elop as attc1llar)' to public sector. Private sector •• 

to suppleent and oot to supplant tbe public sector. !Ut 

as tbe aoope of operation of the private sector wa v1dened 

by increasin~ the liml t on private 1nveatmMt, the 8Upplan

t1ng of pubUc sector 1n the lon~ mn vas not 1nconce1ftbl•. 

1be <bvernment also reserved tbe right to nationalise 

aD)' private industry that was cons1stentl7 making loss due 

to •l•anacement or negligence on the part of tbe owner•. 

The plea of -.t.analem.nt" 1s extremely taclle. No 

cap1taUst vould like to mimanage his industry. It ls 

only wen becaus.e of market compulsions under a capt tallat 

economy be is thro-wn off balance, the Cbvemmeot comes to b1s 

rescue and nurses his sick 1ndustr)' and bands 1 t over to blm 
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onoe 1 t becomes viable. Thus, under a m1 xed economy, 

the "':avernment not only grows a private sector under its 

shade, but al,so nourishes 1 t whenever necessary. The . 
above provision of the Industrial and Investment ~ltcy 

was meant exactly to further this ob3eet1 ve. 

'lbe Industrial and Investment ~Vlio;o of 1973 tried to 

h1~hl1~bt Ean~lsdesb's socialist commitMent by posing its 

industrial policy against tbat of mixed econom7 systems. 

1\lt bere the logic ~tacked maturity. 'lbat private copS.tal 

S.n Bllngladesb was confined to SD&ll and cottage industry 

vae solely because of the fact tba t pr1 va te cap1 tal had not 

reached 1 ta commaruUng be1gbts. 'lbe Avam1 League tried 

to k111 tli!O birds 1n one sto.ne1 containing the workin~ 

class and la)l1ng the foundation for a bealtby growtb of 

capt tali sm. ~he economic system vas not a shade a1t18rent 

from mixed econot~1esl albe1 t, 1 t was a m1xect economy ,.~ere 

the private sector was rela t1 vel)' weak. "A crt tical d1 v1d1n~ 

11ne", Prof. A.K. Bagch1 says, "between the fully socialist 
~ economies and underdeveloped mlxed eco~es w1 th appa.retlx 

• 

dm.UU-a$EQ~f!!gita pf dexelopmt:~n~ 1s that tbe fomer can 

directly o.lt·er the d1str1but1on of incomes between d1 fferent 

oce~pa·t1onal gl'Oups or the d1str1blt1on of the means ot 

production bet1118en different sectors so as to make tbem conform 

• 

• 
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to the stra te~y of development, but the latter can try to 

do so only throu~b a eumbersome apparatus of fiscal, monetary 

and physical controls supplemented b)' the market mechanism". 25 

After evaluat1n~ the content of BJngladesb•e 

indUstrial policy, we now tum to examine the eft1cacJ 

o t the same 1n terms of 1n&.tstr1al perfol'!Dance. Here also 

a «ap existed between the profession and performance ot the 

Avam1 League Cbvernmen t in lbngladesb. 'l'hu s capac! ty 

ut111aat1on in some ma~r 1otttstr1es did not •ven toucb 

80 per cent b7 1974/76. Tbe following table shows tbatt 

Table 2 

Degree of capac! ty utilization (percentages) 
of selected industries ot Paogladesb 

!ndustr;v 1972/73 1974/75 

----~-----~----~-----·-~---------------------------~----------
Bangladesh Engineerln~ and 
Shipbuilding Corporation 61.66 

Jute Manufacturing Industries 

(a) Hessian 61.62 68 
(b) sacking 76.17 ?2 

&l~ar 46. 67't- !8 

•1973/74 
Sources Cbl Af'roz and D111p Kumar lby, "Capacity UtiUzation 

in Selected Manufacturing Industries of Pan~ladesh•, 
]be P,gcJs4tab Dlytlopmst §$ud1eg, Vol. Iv, No. ?.9 
January 1976, p. P.86. 

• 

21 A. I. Ba~'ri'cb1, "14ng.Tem Constraints oD India '• Industrial 
Growth 1951-1968", in llob1nson and Kidron! •d. t 
Econals: ~:r•lopmrnt to South A:s1o (Macmil an, 1.0ndon1 1910), 
p. 171. tbpha s1 s added. 

I 

• 

• 

~ 
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'lb~u~h the authors of tbe article mentioned at the 

tx»ttom of Table"- attribute under-utilization of capacity 

of war ravages of 1971, pauc1 ty of fore1~ exchange, 

failure 1n power suppl~ etc., in the same breath they 

attribute 1 t to "bottltmeeks for domestic denand" created 

by t•uneo-ord1nated imports of ~oods and resources desp1 te 

the existence of adequate indigenous ava1lab111ty•.26 

G1 v1n~ a sample of losses due to other reasons, the atove 

autbors say: 

In 1973/74, for tbe jute industries under Rhulna 

zone, the loss 1n loam hours on an average was 5ffl9& 1 due 

to mechanical and maintenance trouble, 6!84 due to strike 

ghel'eos, 429289 due to weaver shortage and M,372 we to 

yarn Eborta~. 27 

Prof. I,.N. r.ftlkber31 also gives an estimate Vlich 

p~ints at poor performance in the industrial sector. He 

sa)'s that in 1972-?3 tbe G, D.P. vas la-14 per cent lower, 

in r~al terms, than the GDP of 1969-10. Rlrtber: 

26 Oul Atroz and D111p Kumar Lt>y9 "Capacity Ut111zat1on 
in Selected Manufacturitl&t Industries of Bangladesh: 
The lhngladesb Development studies, Vol. IV, No.2, 
April 1976, p. a86. 

27 Ibid. 

• • 

• 

• 
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Given the groilth in population• the ODP per capt ta 

vas. as much as one-fifth lower than three years earlier. 

'Rven by the middle of the First- Five-Year Plan (1973-18) 

and after an 1nvestmen t of Taka 1400 cl'Ores, the overall 

level of prodUction and the per capt ta income level was 

below tba t of 1969-?0. 28 

Tb ere was under-u tilt zs t1on of cap a oi t;y in 'u te 

and cotton textiles, sugar, steel, paper and loard1 

tert1Uzer and chemical industries which amounted to 

Taka SSO cro rea. 29 

Thus, most of tbe losses were caused by failure 

on account of a.dm1n1strat1ve and manacerial deficiency. 

This buttresses our previous ar~ment thet given the 

contradiction in the Government• s policy, the situation 

could not bave been an7 better. Prom bis analysts of the 

nationalized industries in Bangladesh, Mbh1udd1n Alamgtr 

concluded• 

"••• in order to avoid tbe internal conflict it 

ts recommendea that in Bangladesh the pol1 tical, tecbnlea~ 

• 

• 

as 1.11. Mukber31, "Constitutional Developm~ts 1n Blnglaciesb: 
l'Qrftlf!Q Attai,IS Re,pcu•ta; ( ICWA, ~ew Delhi), Vol. XXIV,No.lo, 
October 1975, pp.l6?.-63. 

29 Ibid • 

• 

• 

• 
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and administrative cadres should all be 1deolog1cal1J and 

pol1t1eallJ motivated. 3D EUt whether a party, wbiob 1n effect· 

upbolas the interests of tbe cap1'tal1st class can motivate the 

--~tUJJ~ masses by 1 ts· 1C!eology is doubtftlt. 

Thus, Bangladesh under the Avam1 League of Q1e1kb 

Jolljib started w1 tb a prom1$e o.f socialist transformation 

ot ttl• country. In this chapter - have laboured to sbov 

bov that promise eonta1ned v1 thin 1 tselt grains of eontra

dlction w1eb is evident from a brl et discussion of 1 ts 

perfo.rmance .also. Qlr eontent1on here is that the path of 

· development pursued b)" Pakistan after 1947 and that by 

Bangladesh after 11b~rat1on has tended to converge. The 

d1 fferenoe lies in the fact that llhereas in Pakistan tbe 

patb!·o·f capitalist development was open and blatant, in 

B&.D~ladesb 1 t W8 S # veiled. The 9811 could bide 11 ttle. 

As it vas natural, 14 tb the passing ot time the picture came 

out in frreater relief w1 thin the short perio<i of three 7ears, 

between '1972 to 1976. It brought to 11gbt the pa tb . ~ - . .. 

BanJtl•CSesb vas se\ to follow. lt was beading tovards a 

capi ta.list economy for t..bicb the way 1a1 through tbe 'dual' 

o.r 'm1xe·d • economy. 

so 

• 

> 

• 

1bb1u4cUn Alamgir, "llat1oQal1sed Industries of Bangla<1eeh1 
Problems and Prospects", Dle Bancltdtzh Dtnlpumm$ §tudlea, 
Vol. II, No.3, 4ul;y 1974, pp. 716-17. 

• 

• 

~ 
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When Pakistan was separated trom India in 1947, the 

much publicized basis of part1 t!on ~s rel1s1oo. lbl"!fter 

Etlst Bengal, w1 th 1 ts Mus11m-ma jor1 t)' d1 strlcts also ))tned 

Pakistan as 1 ts eastern plaotr.l Little 41d the leaders of 

East Ben~al realize at tba t time that a weak bOnd 11kt 

religion could not be tbe basis of formation ot a State. 

The affluent and educated Muslim community ot Ebmbay 

and Uoi ted Pro'rineea 1n India, 1lbo were mainly traders, were 

disgruntled under the economic regime of the Hindus. 2 

They hoped to obtain eeonomlo leadership in an economy solely 

controlled by them. Tbi a deand was aasked under religion 

and ~rea~tea t~ugh the M.asllm lftgue platform. 

1 Here a.o anomaly vas involved. \tlereas Mu$l1m msjorl ty 
MUrsh1dabad district remained in lnd1a, Hio~ dominated 
Khulna d1str1ct went over to Pakistan. the reason behind 
1 t was the Farakka barrage. GIM Gov.rnmeot of India 
Partition Secretariat, £art1t1oQ ,PmQ!edinga (New Delhi, 

, 198>)·, 'f'Ol. 61 (Reports of the Members and Awards of the 
Cba1:man of ~he lbuodaey Cou1ss1on), p. so. 

a This sentiment of tbe Muslims in India ia expressed b)' 
Prot. !allm S1dd1 qUi as follows• "~1lt the poll tical 
preponderance of the Muslims passed to the Br1 tish, ttt. 
economic advantage wi tb1n lnd1a pasaed to the Bindu ••• 
*1le tbe t{uslims sulked ln mosqUes, tbe Hindus overtook 
them 1n adm1n1strat1on in industry and 1n commerce". 
Qdd1qu1, QoQflic;t, Crlaia opd WI£ iD Potts~gg (Macmillan, 
1972), p.29 • 

• 



added b1 the wb1mper1n~ of the t.fUsllm Eengall s, most of 

whom were peasants under Hindu landlords. 3 Tb1 s was 

also used as a weapon by tbe Muslim League and the 

merchant class behind 1 t. It 1s 1nterest1n~r, but not 

stran~e, to find that F.ast Ben~al1 leaders like fazlul Huq 

and B.S. ~rhawardv were the prime movers behind the plan 

for the part1 tion or India and the creation of Pakistan. 

They mi~b t have been prompted by prom1 sed prospects ot 

personal gain, but due to their ignorance and lack of 

foresight, they eould not read into the plot behind tbe 

whole move for the creation of a ttlslim Pakistan. Tbey 

~umpeci into the tray alongwl th the majori t)' Ben~al1 Musllms 

behind them. It did not take much time for the people of 

Eaat Pakistan to be disillusioned.·· Ver1 soon tbe plot started 

unfold1n~ itself. 

3 

- . 

lbr this again we qUote Prof. Sldd1 ~1 s tt'J:be New economte 
order 1n India was ms1nlf coneemed w1 tb suppl)'iog raw 
materials for the manufaeturinst industries in Br1 tain. 
The output of Indian agriculture was controlled by men 
lord Beiltick in 1Ba9 called •a vast body of rich landed 
proprietors deepl~ interested in the continuance of tbe 
Er1t1sh dominion and bav1ng complete command over the 
mass of the peopl~ ' These were the Hindu proprietors 
created by the Permanent Land settlement of 1193 
introduced bJ lord Cornwallis. These landlords and 
Zamindars expropriated the peasants ~ 1mpoundtn~ as much 
as 50 pttr cent of the produce as ·~Nund rent '• After 
pa)'ln' the land revenue, tbe zomindars sold tbe produce 
to the exporters of lbmtmy and Calcutta. Often the 
peasants, taa1nl.y MUslims 1n Bengal and Bihar, received no 
payment Whatever and the price paid by the exporter was 
pocketed b1 the landlord and the suppliers between them. 
Ibid. 

• 

• 

• I 

• 



After the !ormation of Pakistan, the atflugnt tradin~ 

classes who bad settled do\Q in ~st Pakistan took advantage 

of the opportunities wbich aame up an6 started aonvertin~ 

themselves into 1ndustr1sllsts. This wss facil1 tated by thetr 

prox1m1 ty to the seat of Government 1n west Pakistan and 

11 beral state patronage. Thus, eveo thouP,h there was 11 ttle 

d1 epar1 ty in the factor en&>•ents~r East and West Pakistan, 

the dS spar1 ty between the two w1n~s over time increased. 

This was because of the nature of pol1c1~s and their 

iaplementatlon by the ~overnment, which resulted 1n the 

enrichment of West Pakistan at the cost ot East Pakistan. 

Tb1 s proved to be nothing less tban colonial domination. 

O,mination spilled over in the ct1ltural field also and 

B9n,.al1 lan~ua~e was sou~ht to be rel~ated to a secondary 

po s1 t1on even though 1 t ws spoken by the ma3or1 t1 of tbe 

people 1n Pakistan. The Awam1 Lea~ue fought on these issues 

'With tbe Wtst Pakistani establishment and thus carved out a 

place for 1 tselt among the masses of East Pakistan. The 

culmination of 1 ts lon~ drawn stru~gle was tbe war ot 

11 beratton of 1911. In the atterraatb of the var, lbngladesb 

emer1ed w1 th a devastated eoonom1. The war ravages pushed 

• 

the already und~rdeveloped eeonomy of lhngladesb still backward. 
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Here one thin~ to be marked is that while in pre.parti tion 

India, the !t.telim 1Ata1tue made an issue out of an 1ns1t~tn1f1eant 

factor like religion, tn the struq~le of tbe Awm1 Lea~e tn 

• • 

Pak1 stan, economic issues were ~1ven prominence. Moreoe•er, the • 

Awam1 Lea~ue, to counteract the left forces in the country and 

to enlist the support of the youth, the peasants and the wail! tent 

wrkers in the country, tri tad .to ~1 ve a so oiall st anSfle to 1 ts 

economic policy. This was naturally carried torwrd to independent 

&ngladesh and found a place 1n the 197~ const1 tut1on alao. It 

wa• in the field of industrial developm@Ot tbat eoclalism was 

sought to be ~rt ven a ma3or role to pla)'. As Prot. Nurul Islam says, 

It 1s in a way paradoxical that the debate on the fUture 

pattern ot the economic system vas conducted on and around the 

investment poU:cy in the 1adustr1al sector, a very small segment 

of the econo11y of &nttladtsb. 4 

&\ben 1 t came to facin'f the real1 ty, the Awam1 ~a«ue ran 

into tl'Oublecl waters. It is true tbat soon after 11berat1on, 

Bangladesh inhert ted a var ravaged economy and the immediate 

problems of rehabilitation and reconstruction wuld pose a 

fo~idable challenge to an~ ~overnm~nt. As a~ainat this it must 

also be borne in mind tba t once links 'tid th donor countries were 

established, Ban~ladesb received masa1Y8 inflow of foreign aid, 
( 

wb1cb more than offset the damages eaused by the war. ·~ •s thus 

• Nurul lalam
1 
=rnt nanning in Dtngladesb a A Stud)' 

• J,n PQ11tic& Ion don, 1917}, p. 262. 

• 
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not due to lack of resources, as sueb, b.tt due to their misuse 

as well as maladm1n1strat1on that some of the vital industrial 

aectors continued to remain depressea relative to pre-liberation 

levels ot proauctioo:)Tbus, even though we taka into account 

the lecac;y of tbe underdeveloped, devastated economy bequeathed 

to Pangladesh, it 1s inexplicable as to bow the industrial 

policy can 1nvol" so mucb of blatant b¥pocr1s7 and reduce the 

whole thin~ to a facade of soc1al1a. Mbereaa industrial 

policy and its implementation 1n Pakistan consistently marched 

towards the cap1 tal1st patb of development resultin~.t tn 

progress1Y8 re«ional cUspar1 t;y, in 8ingladesb one Gbsenes 

considerable ambivalence as -11 as ncillation in the 

fol'nlulation and implementation or industrial policy. As in 

Paldstnn, so in Bangladesh, cap1 tall a was being fosteHd by 

the state. And, in both cases traders turned 1ndustr1al1 sts 

taldn-r undue advantace of the scarcity situations and a1dec1 

by the government pol1e;y. Finance Vis handJ-from unaccountable 

sources, and vhere it vas not forthcoming from public financing 

·•«•nates. In some cases private capt tal srew at ~Nat coat to 

public. 

Mot onl;y that the Awami Iaague bad 1ncreasec1 tbe 

discontent among the .,rkers by fac111 tating a freer 

trovtb of private cap1 tal, but 1t also indirectly initiated 

a p10cess of pro~.ressive pauper1zat1on or the peasants. This was 

tbe natural consequence of protectionist policies 1n tawur of 

industry and the resulting tilting of terms of trade in favour 

.- et industry. The Pakistani experience vas again beinr repeated. 
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l\lt before the Awam1 League could be destroyed by tbe 

rising volcano of discontent, on 28 December 1974 a state 

of emergency vas declared in .Bangladesh. This was followetS 

by e stifling of political act1vttr. On 25 ~anuary 1975, 

Bang-ladesb swt tched over from par11amentar1 to prea1dent1al 

form of goYernment by virtue of the fourth c:>nst! tut1onal 

amendment. ~e1kb Muj1bur .Rahman assumed pr•s1dency. 

Bangladesh was declared a one party state. On 24 February 

19751 the only party of Pangladesb, the Blnglaclesb Xr1ebak 

Srem1k Avam1 League ( BAKSAL) was formally launched. All 

other parties stood automatically dissolved. Sbe1kb MU3ib 

took all these steps 1n a haste to contend voices of 

discontent, to check tbe progressive erosion of bis power 

and authority 1n a polity where the conteud1ng forces -were 

poised a~a1nst b1m. 5 ~r1a1s was teQporar1ly stalled, but 

1n the process M131b lost his balance. 

In a developing coun trr wb1 cb bas suffered under 

colon1aU•, tbe rulers have to choose between rapid economic 

5 R>r a discussion of the pro~ress1ve 41m1nution of the 
1mage of Sheikh lt.t~ib 1n tbe public eye see, lbunaq 
Jahan. "Bangladesb 1n 197~ a Nation Blilding in a New 
State", 6e1ao &;nx, vol. xl11, no.~. ~bruar1 1973. 



v.rowth at the cost of sacr1f1c1n~ the so-called 

d1 str1but1ve )1st1ce or, growth v1 th ~st1ce. 6 v4'11le 

Pakistan followed the to-er path, lan~ladesb sou~ht 

to follow the latter because of the objective conditions 

preva111n&f at the time of liberation 'Wb1oh have been 

discussed above. tut this requbs ma1ntain1n~ an 

equilibrium between contending classes in tbe soeiet~ 

The managers of state affairs, or those who fo:m the 

go .. rnment, while safeguarding the interests of the 

ruling classes, throw trin~e benefits to others so that 

d1seontent does not break out. In this arrangement the 

garb of eoc1al1sm works wnders. EUt 1f the ruling 

classes feel that their interest is not being pmperlJ 

safeguarded, they do not delaJ 1n toppling the government, 

vbereas tn ease of other clsa~es 1 t requires a lot of 

or~an1zat1on and mobilization. Cvtewed in this 11~ht7 
Shetkh Muj1blr Rahman •s industrial policy up to 1974 au1 ted 

tbe nascent capitalist classes ver1 well because it helped 

6 

• 

tOr a fuller discussion on this theme see, Md. Momtazur 
mb Chowdhury, "Towards Just fbc1ety", BaQgladtab O}!etrur, 
8 April 1972. 
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their consolidation and grovth. They Wtre Ql£0 veak 1n the 

1ni t1al stages. l.fujib could resist tbe dfi!l!lands of tbe 

masses. LUt once he failed to keep pace with the demands of 

the rulinR classes for more rapid ~rowth than \ilbat he was 

affordinr:t and took an author! tarian turn to cl1n~ to his 

po s1 tion, the 1nev1 table oonsequences followed. 

stle1kb ltljib could bave, if he had so wished, curbe~ 

the eme~g1ng capitalist class in the v~ry beginning given .. . ~ .. . . .. ' - . ... .. -
his stature and the follow1ntt amon&I the masses. It looked 

as if the bationalisat1oa Order of March 197~ was iatencted 

for this purpose. lht aa we bave seen, tbere were loopholes 

in tore1~tn trade polio1es, in the d1 str1 bu t1on of perm1 ts 

and 11cenees, aad in the allocation of dealerships. In 

these spheres political patronage appears to baye been 

distributed to the t.Orkers of the party in power. It 'WBs 

tbrougb these channels that the private traders got the 

opportunity to obtain ana amass 111 JtO t~n (fains 1n aondi t1ons 

of acute scarcity. Once the vealtb had bee~a amassea, tb1s 

class acquired po-wer to influence government decisions. 'ftle 

<bvernment too realised that rather than allow the wealth to 

be wasted tn building up real estate or to be diverted to 

speculative channels, it would be better to leg1tim18e their 



-

90 
1nvestm@llt in relatively productive areas in the pr1Yate 

sector. IUrtber, administration of nationalised 1ndustttes 

_ 1n many cases remained in tbe bends of the old manafters who 

were not eOI!lrni tted to the sociali em of the Awam1 t.a«u•. 

Also frequent political interference 1n the day to day 

operation of the nationalised sector could only result 1n 

their poor performance. 7 This, 1n turn, provided a ready-made 

execuse to the government tor br1ng1n~t in private administration 

by giving wider scope to private capital. The raising 

ot the investment cellintt to Taka 3> m1111on is a 1o11ca1 

corollary or tb1s. This naturally raised the expectation 

of the capt talist class. ltl3ib1 who vas now being apprehensive 

of the outoome of his earlier commitment to socialist 

ob~ectives, tned to contain this trend through authoritarian 

principles. lbt it was too late. The forces generated 

indirectly throu~b bi s ovn policies bad become too dominant 

to be con taine 4. 

Tbat the capitalist class bad become quite dominant 

is easily illustrated by the subsequent shifts 1n industrial 

policy follov1ng the assumption of power by the military regime~'"' 

7 Article 135(2) of the Constitution of the People's Republic 
of Bangladesh pl'Ovided that a civil servant could be dismissed 
or demoted in rank without giving him an opportunity to show 
eause. V.b1le this was designed to serve the laudablfJ · 
objecttye of preventing pro-Pakistani and corrupt blreaucrats 
frc»eamasstng ill-gotten vealtb11n practice, this was used as 
a leyerage by the autbor1 ties 10 power to subaerve their 
aelfi sb ends. 
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1n Au&tuot 1975. The ce111n~t on private industrial investment 

was rat sed to Taka 100 ra1111on and 3oint partnership between 

domestic private ana public sector was also allowed. 8 ibus 

the scope ot operation of the private sector was fUrther 

widened. riot only that; 1 t could also initiate moves to 

encroach upon the field of public sector. It legalised black 

moruty ·accumulated over the yea.rs by tbe trading and 

industrial elasaes through corrupt practices provided the 

sam.e was invested 1n new concerns ~r for b.t)'iag up of dis

invested concerns. atbse<f!tntly, dea1s1ons were taken to 
d1 s1nvest or transfer into pr1 va te bands public sector 

t ndu str1al un1 ts whenever found suitable w1 thou t 11m1 t as to 

the. size-of such. concerns. 9 An 1nterest1n~ thing which 

Prof. Nttrul Islam points out 1s tbat the industrial pollc;y 

of 1975, contrasted v1 th tbe industrial policy of 1974, did 

not contain any reference to soc1al1 aa. 10 'lbe 1nev1 table 

thing bad come to stay. 

• 

Thus Ban~ladesb after Sheikh t-tu~lrur Rahman followed • -.. 

a class1o1el method of economic and 1ndu str1al development, 

8 Nurul Islam, n.?., p.l8. 
9 Ib1CJ. , p. 250. 

lo. Ibid., .u• footnote a>, pp. ~M-65. 
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where 'd1 str1 bu t1 ve 3usttee' 1 s overlooked for the further 

consolidation of oap1 tali sm. The '~!bole process, as we have 

tried to show, was unleashed by flletkb tt.ljib ana b1s Ava~1 

League 'Who could not cope up td th the pace ot capt tal1st 

development and thus crumbled undttr the pressure of their 

ow creation. 

• 
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