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MACROECONOMIC DEVELOPMENTS 
 

FY 2001 Roundup   
 

This section provides an update of macroeconomic developments of 
FY2001.  The Bangladesh’s macroeconomic situation reported in June 2001 
Quarterly Economic Update (QEU) has been further analyzed based on latest 
information. 
 
 Economic Growth 
 

Despite lingering political disruption and mounting external and fiscal 
pressures, Bangladesh maintained during FY2001 (ending 30 June) strong 
economic performance with 
record low inflation. The GDP 
growth rate in FY2001 was 
estimated at about 6 percent as 
compared with 5.9 percent in the 
preceding year – a tribute to 
successive bumper crops and a 
rebounding industrial sector. 
Favorable weather, along with 
adequate availability of agri-
cultural inputs, contributed to 
increasing food grain production 
by 7.6 percent to a record level of around 26.8 million tons as against last year’s 
24.9 million tons. The agriculture sector’s overall growth rate was estimated at 5 
percent. The industrial sector’s growth was estimated at 8.7 percent in FY2001, 
compared with 6.2 percent in FY2000. Increased growth was mainly due to a 
surge in manufacturing output including export-oriented industries. The growth in 
the services sector was sustained at 5.2 percent owing to impressive progress in 
key services such as catering, telecommunications, financial and public 
administration services.  
 

Fiscal, Monetary and Inflation  
 

Revenue collection in FY2001 increased to 9.4 percent of GDP compared 
with 8.5 percent of GDP in the preceding year. Increase in imports, the 
introduction of a compulsory pre -shipment inspection scheme and strengthening 
of tax administration contributed to impressive revenue performance. In spite of 
notable improvement in revenue performance, the budget deficit remained high at 
6 percent of GDP in FY2001 on account of a sharp surge in expenditure. The 
continuing trend of increased reliance on costly domestic borrowing to finance the 
budget deficit (3.5 percent of GDP in FY2001) is a cause for concern. Monetary 
policy remained expansionary to accommodate fiscal spending. The monetary 
expansion, however, slowed down to 16.6 percent in June 2001 from 19.3 percent 
in December 2000, largely due to the decline in net foreign assets of the banking 
system. The annual rate of inflation in  FY2001 declined to 1.5 percent as against 
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3.5 percent in the preceding year, mainly because of lower food grain prices. 
Although the growth in money supply has not resulted in higher inflation yet, high 
monetary growth, if continued, could ultimately build up inflationary pressures.   
 

Balance of Payments  
 

In FY2001, exports (concentrating largely on garments and knitwear) grew 
by 12.4 percent following two 
years of lackluster performance. 
The growth rate was substantially 
higher (23 percent) during the first 
half of FY2001; it decelerated in 
the second half due to slowdown 
in the economies of major export 
markets including US and 
domestic problems of political 
disruption and growing infra -
structure constraints. During FY-
2001, imports increased sharply 
by 11.4 percent as against 4.8 
percent increase in the preceding year. Imports of crude petroleum, petroleum, oil 
and lubricant, textiles and capital goods accounted for most of the   increase in 
imports.  

 
Despite impressive growth in exports, the overall balance of payments 

during FY2001 remained fragile mainly due to the surge in imports, and also a 
drop in overseas workers’ remittances, and higher payments on account of 
suppliers’ credits and contractual obligations in the energy sector. Based on 
provisional estimates, the current account deficit (excluding official grants) in 
FY2001 notably increased to 2.0 percent of GDP as against  1.0 percent of GDP 
in FY2000. Foreign exchange reserves declined from $1.6 billion (2.3 months of 
imports) at the end of FY2000 to $1.3 billion (1.7 months of imports) at the end of 
FY2001. Mounting pressures on the balance of payments prompted the 
government to devalue the Taka by 6 percent in August 2000 and again by 5.5 
percent in May 2001.  
 
Early Indications of FY 2002 
 

This section provides an early indication of key macroeconomic 
developments in FY2002 based on latest data and information. The analysis has 
taken into account the possible repercussions of the terrorist attacks in the US 
and its aftermath. 
 

Economic Outlook 
 
During the first quarter of FY2002, pressures on external balance further 

heightened as reflected by the sliding reserve level. Besides, deteriorating 
external environment has considerably undermined the country’s near to medium-
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term macroeconomic prospects. The 11 September attack on the US has added 
considerable element of uncertainty to an already weak global economy. The 
global slowdown is likely to be deeper and longer than expected with adverse 
impact on regional economies including Bangladesh.   

 
Exports account for 14 percent of GDP and Bangladesh overwhelmingly 

depends on US (40 percent) for its major exports, particularly garments (which 
together with knitwear account for 75 percent of the country’s exports). As such, 
any slippage in exports following terrorist attacks and subsequent developments 
would seriously affect the country’s external balance and industrial growth.  The 
terrorist attacks in US have aggravated the fragility of the garments industry, 
which is already showing downside trends because of slowdown in the growth of 
the economies in major markets, in particular US. Further, Bangladesh is facing 
difficulties to compete with 72 African and the Caribbean countries because of 
their duty and quota free access for garments in US under the Trade and 
Development Act 2000.  If the adverse impact on garments is sustained over a 
longer period, there will be severe   effects on the backward linkage industries, 
banks and insurance companies, and transportation services. Social 
consequences of setback in the garments industry would also be severe as it 
provides employment to about 1.5 million workers, mostly women.  

 
 Workers’ remittances (accounting for 4 percent of GDP) are an important 

source of foreign exchange earnings with 80 percent coming from the Middle East 
and 12 percent from the US. Therefore, any setback in remittances resulting from 
the ongoing crises could have serious implications for the balance of payments 
and employment. Oil and petroleum products account for almost 10 percent of 
Bangladesh’s imports. While currently the oil price has declined, this trend could 
reverse if the crisis is escalated and prolonged. Cumulatively, these factors could 
have a severe disruptive impact on the country’s already fragile foreign exchange 
reserves. In addition to the unfavorable global climate, somewhat bleak outlook for 
aman crop adds to downside risks. In view of these adverse developments, GDP 
growth rate during FY2002, is currently projected at a rate lower than 6 percent 
achieved during FY2001. Further, there are likely to be mounting pressures on the 
balance of payments. 

 
The Government would need to exercise fiscal prudence, contain 

monetary expansion and improve external competitiveness to address the 
adverse impacts of deteriorating global environment.  

 
Agriculture 

 
Food grain production target for FY2002 is 27.9 million tons (aus 1.8, 

aman 11.5, boro 12.7, and wheat 1.9 million tons). This is 4.1percent higher than 
the actual production in FY2001. While it is too early to make an assessment on 
the food grain sector outlook, there are indications that standing aman crop may 
be affected in the northern districts due to drought that prevailed in large part of 
the crop areas until early September1.  Farmers increasingly resorted to the use of 
                                                                 
1 See Agro, September 2001, Syngenta Bangladesh Limited.  
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pumps to irrigate the land with extra costs in many areas. Fertilizer off-take from 
the dealers drastically fell during the peak season.  

 
Fiscal, Monetary and Inflation 

 
While revenue increased by 4.5 percent during the first two months of 

FY2002, it was 3.9 percent lower than the target set for revenue collection. During 
FY2002, any slippage in projected revenue (9.8 percent of GDP) will further strain 
the fiscal situation that is already under considerable pressure because of the 
general election. There is a need to augment government revenue through 
rationalization of non -tax collection (Box 1). 

 
 

Box 1: Rationalizing Non-tax Revenue and Non-NBR Taxes to augment 
 Government Revenue 

 
Bangladesh’s revenue-GDP ratio of 9.4 percent in FY2001 was one of the lowest even 
amongst the low -income developing countries. Non -tax revenue accounted for only 
around 2 percent of GDP. Again, around 5 percent of tax revenue was from taxes outside 
the National Board of Revenue (NBR). Over the past decade, key reforms were 
undertaken in case of major NBR taxes like customs duty, value added tax and income 
tax, but virtually no reform was implemented in case of either non-tax revenue or non-NBR 
taxes. A recent study under the ADB supported ongoing Efficiency Enhancement in Fiscal 
Management Project in the Ministry of Finance reviewed the status of existing non-tax 
revenue and Non -NBR taxes in Bangladesh. The study indicated buoyancy for the main 
sources of non-tax revenue and non-NBR taxes. The study also used a computable 
general equilibrium model to assess the impact of increased non-tax revenue on the 
macroeconomic framework. The study has made certain recommendations to improve 
generation of revenue from non-tax and Non-NBR tax sources. The main 
recommendations of the study include the need for: 
 
• Strengthening the Non-tax Revenue Cell in the Finance Division in terms of manpower 

and logistics including computerization of network for timely and accurate collection 
and monitoring of data.  

• Rationalizing user charges for publicly produced goods to reflect their social 
opportunity costs and rationalizing the charges that are high in the light of current 
market conditions, like, telegraph and telephone charges and advertisement fee of 
Bangladesh Television. 

• Updating the specific rates of duty on narcotics (fixed over a decade ago), to maintain 
their real value in the face of inflation.  

• Rationalizing the structures of tax rates on transfer of property for promoting voluntary 
tax compliance and introducing measures to discourage understatement of the value 
of transferred property to plug revenue leakage from total taxes and charges e.g., 
stamp duty, income tax, transfer fee and VAT, which form a substantial part of the 
value of the property.  

 
 

Revenue falls  
short  of target 



5 

The monetary policy continues to be marked by expansionary shifts with 
government borrowing from the banking system growing considerably. However, 
on a year to year basis, monetary expansion had slowed down from 19.9 percent 
in July 2000 to 15 percent in July 2001. The growth rate of domestic credit 
increased from 14.8 percent in July 2000 to 17.8 percent in July 2001, but the net 
foreign assets of the banking system, which increased by 26 percent in July 2000, 
declined by 19.3 percent in July 2001. Growth of credit (net) to the govern ment 

from the banking system 
slowed down from 32.1 
percent in July 2000 to 
21.4 percent in July 2001. 
During this period, govern-
ment borrowing from the 
central bank increased 
significantly in absolute 
terms, largely contributing 
to the growth of reserve 
money from 9 percent to 

12.2 percent. Growth of credit to the private sector increased from 11.9 percent to 
16.8 percent, indicating increased activities in the industrial sector. Inflation rate, 
although indicating slightly upward trends, was still low at 1.7 percent on a point-
to-point basis in July 2001. In the face of somewhat rising non-food inflation (3.3 
percent), the overall inflation was contained by low rate of food inflation (0.8 
percent). There is a need to exercise caution in monetary policy, as sustained 
high monetary growth will eventually build up inflationary pressures, further 
imperiling external and fiscal balances. 
 

Balance of Payments 
 
During the first two months (July-August) of FY2002, exports suffered a 

major setback with a 6.3 percent decline in earnings, as compared with the 
corresponding period of the preceding year.  Exports of woven garments declined 
by 4.6 percent and knitwear exports increased marginally by 1.7 percent. Except 
leather, exports of main products including jute goods, frozen food, tea and raw 
jute declined.   

 
Exports from Bangladesh, like elsewhere, face uncertain prospects in view 

of the ongoing slowdown in the world economy. Deterioration in global 
environment and infrastructure bottlenecks are likely to further adversely affect 
exports.  Although growth of imports in terms of L/Cs openings appears to have 
slowed down in July 2001(3 percent), imports may pick up once the new 
Government takes office following election held on 1 October 2001. While workers 
remittances had rebounded sharply during the first two months of FY2002, 
showing a 13.2 percent increase over the same period in the previous year, this 
was unable to arrest the declining trend in the country’s foreign exchange 

Monetary policy 
continues to be 
expansionary 

Inflation 
remains low 

Export suffers 
setback 
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reserves which amounted to only $1.25 billion or less than 1.5 months of imports 
at the end of August 2001. The reserve level further declined to $1.15 billion at the 

end of September 2001. 
The 11 September 
incident in the US is 
expected to have a 
negative impact on the 
flow of remittances. 
Against this background, 
the government needs to 
quickly improve the 
reserve level before next 
Asian Clearing Union 
(ACU) payment, which is 
due in November 20012.  

 
The government has taken certain measures to improve foreign exchange 

inflows. These include: 
punitive measures against 
illegal transactions in foreign 
exchange; measures to 
encourage remittances; and 
strengthening monitoring of 
imports to discourage over-
invoicing. The government 
also imposed regulatory 
duties on certain ‘non -
essential’ products to 
discourage their importation. Bangladesh Petroleum Corporation has struck a deal 
with the Islamic Development Bank for a low interest loan, enabling the agency to 
materialize required import of finished oil that would have become difficult given 
the prevailing tight foreign exchange reserve position. Notwithstanding these 
measures, payments due for costly suppliers’ credits and contractual obligations 
for energy sector are also likely to exert considerable pressures on the overall 
balance of payments during FY2002. In addition to improving utilization of external 
resources, the government needs to follow a more flexible exchange rate policy 
and address the infrastructure bottlenecks hampering exports.  

 
 
 
 

                                                                 
2 ACU is an arrangement between seven countries, e.g. Bangladesh, India, Iran, Myanmar, Nepal, Pakistan and 
Sri Lanka for settlement of payments for foreign trade balances. Last payment under ACU in early September 
2001 amounted to $194 million. 
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Political Developments3  
 

The national election for the eighth Parliament was held under the Caretaker  
Government on 1 October 2001. A total of 1,933 candidates including 1449 from 52 
political parties contested the election race for 299 parliament seats4. There was 
massive turnout for voting including larger number of women with considerable 
enthusiasm throughout the country. BNP-led alliance won a massive victory with 
more than two-thirds majority in the national election.  Large number of foreign and 
local observers have termed the 1 October election generally free and fair. They 
observed that the election was conducted generally in a peaceful manner with only 
sporadic violence in some parts of the country.  
 
 

SECTOR POLICY ISSUES AND REFORMS 
 

Quarterly Economic Update (QEU) also reviews policy issues and reform 
initiatives in which ADB has operational interest. This September 2001 issue 
covers urban poverty and small and medium enterprises. 
 

URBAN POVERTY ISSUES 
Overview 
 

Bangladesh faces formidable challenges to address the massive 
infrastructure  and services needs of its rapidly expanding towns and cities. While 
the urban population accounts for one-fourth of national population, the 
contribution of urban sector to GDP is over 40 percent. The urban areas produce 
most of the country’s exports and are the driving force for economic growth and 
creation of jobs. The demographic overload has aggravated the already strained 
urban infrastructure and services. Over the years many urban centers suffered 
from severe erosion and destruction of physical infra structure due to extensive 
flooding. The urban air pollution is worsening rapidly with major public health 
impacts.  Extensive poverty and lack of economic opportunities in rural areas are 
driving the people to urban areas in quest of a better livelihood. The new migrants 
to the cities, most of whom are illiterate, are swelling the number of slum dwellers. 
 

Major sectoral concerns include absence of urban development strategy 
and the lack of a single institutionalized focal point entrusted with the 
responsibility of addressing urban development issues. Other issues in the sector 
include pervasive urban poverty and high rates of urban population growth, weak 
urban management and planning, inadequate revenue generation and 
expenditure allocation policies and antiquated and inefficient land administration 
systems and procedures. 

                                                                 
3 Since QEU of September 2001 was brought out in first week of October 2001, the 1 October election outcome 
is briefly covered in this issue. 
4 Out of 300 constituencies, election in one constituency was deferred due to the death of a candidate. 
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Population and Labor Market 
 

According to preliminary report of 2001 population census, the annual 
compound growth rate of urban 
population since 1991 census was 
3.3 percent compared with about 
1.0 percent for rural population and 
1.5 percent for national population. 
At the end of January 2001, about 
28.8 million people or 23.4 percent 
of total population lived in the urban 

areas. This compares with 20.9 million people or 19.6 percent of total population 
in 1991 census. The increasing gap between urban and rural wage rates, coupled 
with phenomenal growth in export-led garment industries, has attracted a large 
number of rural poor women to city factories in Dhaka and Chittagong. Urban 
migration is expected to continue at a high rate, and the share of urban population 
is projected to rise to 37 percent in 2015 and to over 50 percent in 2035. 
 

Poverty Incidence and Characteristics  

According to Household Income and Expenditure Survey (HIES) of 
Bangladesh Bureau of Statistics (BBS), in 1995 -96, about 50 percent of the urban 
population lived below the poverty level (2,122 k.cal/person/day) with over 27 
percent in extreme poverty (less than 1,805 k.cal/person/day). An important 
feature in recen t trends in urban poverty situation in the country is that although 
poverty incidence is slowly declining over longer-term, income inequality, on the 
other hand, is increasing. The urban poor spent 72 percent of income on food 
items and the remaining 28 pe rcent on non-food items. Expenditure on health and 
education accounted for a very low share, indicating the poor’s inability to invest 
for human development purposes. In terms of education, about 48.3 percent of 
urban poor household heads were illiterate compared with 17.6 percent of non-
poor heads. Over 40 percent of the urban poor households had at least one 
member of their household falling sick during any month. The urban poor are, 
however, becoming aware of preventive health care, as evident from fairly good 
rate of immunization of children and adoption of family planning measures. Health 
surveys show that over 10 percent of all morbidity in urban areas is attributable to 
environmental conditions. Urban poor households have suffered from problems of 
high insecurity and various types of crises, including evictions. To cope with such 
crises, they often resort to asset sales and borrowing at high interest rates from 
informal sources. 
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Access to Basic Services 
 
 The access of the poor to various urban services is very limited. For most 
urban residents, housing conditions are deplorable with 75 percent of the houses 
comprising katcha dwellings (temporary materials) and 25 percent pucca (brick 
buildings) or semi-pucca. About 87 percent of the urban poor settlements are 
prone to flood or water logging related difficulties. Land title problems, very high 
land prices and insecurity of tenure inhibit the efforts of urban residents to improve 
their housing conditions and use their land/housing assets for productive 
investment purposes. While there has been some improvement in providing 
access to drinking water in both rural and urban areas in Bangladesh, tap water 
connections outside Dhaka do not have a 24 -hour supply and the water quality is 
questionable. For households relying on tube -wells, there are problems in places 
with high levels of arsenic, iron, or salt.  Less than half of the urban poor 
households have access to sanitary latrines in Dhaka; the situation is even worse 
in small cities and towns, where the  proportion is less than one -third. Formal 
access to electricity is available to 44 percent of urban poor households, while 
another 16 percent get access through informal or illegal means.  
 
Urban Governance 
 
 Poor performance in municipal management and local resource 
mobilization is among the major constraints to meet the rapidly growing 
requirements of urban infrastructure and services. The urban management and 
planning are largely centralized in the country. Urban governance lacks 
managerial, financial and technical competence, and accountability and 
professional expertise to deliver urban services in an efficient manner. The 
administrative and institutional capacities of municipalities and city corporations 
remain weak and the laws and regulations rema in outdated. There is a lack of 
coordination between a large number of agencies involved in the delivery of 
services. The dependence of the municipalities and corporations on the 
government transfers ranges from a low of 11 percent to a high of 96 percent. 
This acts as a disincentive to local governments to generate more revenue. Local 
governments tend to give a low priority to improving the collection of taxes and 
imposing charges for services. Staff, systems or facilities are not in place for 
efficient tax collection.  The Government’s sizeable accumulated tax arrears to the 
municipalities over the years remain one of the major issues crippling 
municipalities’ ability to provide urban services to their residents. 
 
Sector Approach  
 

The urban sector is one  of the priority sectors in the country, which 
presents greater opportunity for both pro -poor growth as well as targeted poverty 
reduction. Approach to the urban sector should be multi-pronged – addressing the 
problems of urbanization at the metropolitan and secondary town levels, while 
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containing the migration to the towns through rural development interventions. 
Within the urban areas, it is important to strengthen physical and social 
infrastructure, alleviate poverty, and protect the urban environment. The urban 
governance needs to be improved focussing on decentralization and 
strengthening the local government’s capacity to deliver quality urban services in 
a sustainable manner. It is also important to address the sector issues such as 
sustainability, cost recovery, resource mobilization, institutional weaknesses, lack 
of progress in land classification, weak land administration and settlements of the 
urban poor. 

  
DEVELOPMENT OF SMALL AND MEDIUM ENTERPRISES 5 

 
Importance of SME  
 
 In Bangladesh, Small and Medium Enterprises (SMEs) are significant 
contributors to manufacturing growth and employment creation. Although official 
records of SMEs are not readily available, several studies estimated that there are 
around 27,000 medium sized enterprises and around 150,000 small-scale 
enterprises. Comprising 80 percent of manufacturing establishments, SMEs 
account for 80 percent of the labor force and 50 percent of output of the sector. 
The share of SMEs in the manufacturing sector in terms of fixed capital, gross 
investment and sales is 48 percent, 33 percent and 40 percent respectively. SMEs 
provide vital linkages to enterprises, particularly in the high growth export sector 
and also form part of the core business activities in rural and urban areas.  
 
Recent Sta tus and Performance  
 

The SMEs are mostly located in major cities and peri-urban areas 
concentrating on a wide range of manufacturing activities. Two major industrial 
categories--food, beverage and tobacco (33 percent) and textile and leather (20 
percent) account for over half of the SMEs’ production. Other important sectors 
are: metal products (15 percent), wood products (8 percent), chemical (8 percent 
and non -metallic minerals (8 percent). During the later part of the 1990s, small 
industries in Bangladesh grew at 3.8 percent compared with 7.7 percent for the 
large industries. The growth of SMEs as a group would lie somewhere in this 
range. The SMEs have diversified their activities in the past decade. Ready made 
garments (RMG) industry contributed to SMEs’ development through orders for 
accessories, packaging materials, etc. Development of footwear industry increased 
sub-contracts to SMEs. Agro-processing and poultry have emerged as important 
activities for the development of SMEs.  
 
 
 
                                                                 
5 Based on the draft BRM Study  “ Development of Small and Medium Enterprises in Bangladesh: Status, 
Constraints and Interventions”. 
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Major Constraints and Issues  
 
 Over the past decades, SMEs have contributed significantly in fostering 
labor- intensive growth and reducing poverty. Lack of reliable data and information 
precludes comprehensive analyses of the constraints and potentials of these 
enterprises, including assessing impact of policy reforms and interventions on 
them.  SMEs are handicapped to realize their potentials fully due to a wide range of 
problems. These problems mostly relate to shortage of capital, lack of access to 
institutional credit, poor infrastructure, difficulty in acquiring basic materials, 
unfavorable policy environment and limited business development skills. Their 
production processes are often marked by outdated technologies. In addition, there 
are considerable concerns that the adverse implications of termination of multi-fiber 
arrangement (MFA) by the end of 2004, may seriously affect the SMEs, which 
have thrived with the growth of RMG.  
 
 SMEs in general cannot offer requisite collateral and meet the transaction 
costs for getting access to institutional credit. While banks and development 
financial institutions prefer assisting larger enterprises, and NGOs focus their 
activities on micro enterprises, the credit needs of SMEs are generally left 
unattended. Because of their limited range of investments, SMEs cannot raise 
capital from the stock market. The SMEs are often forced to borrow from informal 
sources at higher rates of interest. SMEs also find it relatively more difficult to 
access key infrastructure including electricity and gas. Policy environment is not 
conducive for the growth of SMEs. They are subject to the same procedural rigors 
of registration, taxation, and credit disbursement, export and import as those for 
large enterprises, thus adding high costs to their operations.  
 
 Large scale smuggling of goods from across the border also puts SMEs at 
a competitive disadvantage as they find it hard to cope with cheaper foreign goods. 
Low level of professional and managerial skills of entrepreneurs, lack of access to 
information and communication technology, poor access to market and related 
information, and difficulties to penetrate export markets also undermine the 
potentials of SMEs. Besides, SMEs are not well organized themselves to represent 
and protect their interests.  
 
Suggested Actions for the Development of SMEs 
 

Sustainable growth of SMEs will require addressing the SMEs’ problems in 
accessing credit, and infrastructure, and improving policy environment and 
business development skills. Some specific suggestions a re as follows: 
 
• Improving access to credit and developing effective credit insurance schemes 

are key to foster the growth of SMEs. Loan sanctioning procedures of 
commercial banks and financial institutions need to be made more efficient and 
favorable for SMEs. Credit insurance and matching grant facilities are needed 
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to insure commercial bank loans to SMEs. In view of the growth in number of 
commercial banks looking to sell services, fresh efforts need to be undertaken 
for developing alternative credit insu rance and matching grant facilities for the 
SMEs.   

 
• The business development services including skill-training needs for SMEs are 

required to be enhanced. There are several business advisory service centers 
in the country, including those in certain business associations and chambers. 
Micro and small enterprises often cannot pay for the services offered by these 
centers. It is necessary to strengthen these centers and develop revenue-
generating programs for them in order to enable them to provide business 
advisory services to SMEs at affordable costs. It is also essential to set up 
special cells in chambers and trade associations for providing different non -
financial services to SMEs. 

 
• Timely provision of reliable and comprehensive data on SMEs is essential to 

formulate and design conducive policies and measures for development of 
SMEs. The Bangladesh Bureau of Statistics, therefore, needs to improve 
quality and timeliness of data on SMEs and increase its data coverage. More 
frequent surveys on SMEs need to be undertaken to keep the data updated.  

 
• Remittance from overseas Bangladeshis is a major source of foreign exchange 

for Bangladesh.  Much of this fund is used for consumption, real estate and 
other non-productive activities. Efforts need to be taken to harness these 
resources for investment in SMEs by providing information and imparting skills 
to the senders or recipients of overseas remittances.    
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IMPLEMENTATION OF THE PARTNERSHIP AGREEMENT ON 
POVERTY REDUCTION 

 
In April 2000, the ADB and the Government of Bangladesh signed the 

Partnership Agreement on Poverty Reduction’ (PAPR) (Box2). Consistent with 
international development goals, the PAPR specifies medium term (up to year 
2005) and long term (up to year 2010) goals for reduction in  income poverty, and 
for improvement in other social indicators such as primary education, gender 
disparities, maternal and infant mortality rates, malnourishment, and access of 
women to reproductive health services. In order to prepare a comprehensive 
agenda for the implementation of PAPR, the ADB has undertaken several studies 
on the different aspects of the poverty reduction program. 

 
 In this issue of QEU, we present the findings of health sector study. The study 

recommends several measures that will help in accomplishing some of the health 
related PAPR targets. 

 

Health Sector Priorities for Poverty Reduction 
 

Trends of Health Indicators  

There have been some improvements in the country’s health indicators. 
Among these indicators, infant mortality rate has declined drastically, from 94 per 
thousand live births in 1990 to 57 in 1998. Child mortality rate has also declined 
significantly, from 151 in 1990 to 92 in 1998. However, progress in reducing 
maternal mortality is still limited. Although malnutrition (both severe and moderate) 
is declining, it continues to be high and its cost in economic terms is enormous. At 
present, about 62 percent of the population are covered under primary health care 
services. Access to health service for the hard core poor is very low and it is 
virtually non-existent for the destitute. 

 
Health Sector Developments  

 
Major public health initiatives such as immunization campaigns, family 

planning movements, education for improving hygiene and sanitation, and 
adoption of improved medical technologies have contributed to improvement of 
health status in the country. Hospital services, which consume a major part of the 
health sector resources, have expanded steadily. Progress has been made in 
controlling basic diseases like diarrhea. There has been decline in the prevalence 
of various infectious and poverty related diseases.  Under the Health and 
Population Sector Programs (HPSP), there has been good progress in unifying 
service delivery and provision of Essential Services Packages (ESP) targeting 
poor women and children at the Upazilla level and below. The coverage of 
national immunization under the Expanded Program of Immunization (EPI) 
increased to 72 percent at present. A neglected group in the provision of health 
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service covers the poorest quintile living in rural areas and urban slums. Their 
access to, and use of health services are marginal. Many poor women are still 
deprived of appropriate health services. 

  
Weaknesses in Health and Family Planning Services  

 
Health and family plann ing services suffer from severe management 

inefficiencies and weaknesses. Irregularities and abuse of logistical services 
reduce cost effectiveness and quality of service of health and family planning 
programs. Health sector reforms in Bangladesh have not generated the required 
community support, resulting in inadequate mobilization of community resources 
for the sector. In view of the overly centralized nature of the programs and 
absence of effective local government institutions, true local ownership and 
support for community health programs could not emerge. Gender equity on 
access to health services has improved in the last decade. Although sector wide 
program under HPSP has created demands for committed and skilled manpower, 
human resources development initiatives at the field levels have been less than 
satisfactory. Lack of quality supervision plagues the health sector. Target- 
focussed health interventions for poverty alleviation do not exist. Health program 
expenses are also unbalanced. For example, d irect program expenses benefiting 
the clients are far less than expenses for salaries and allowances. 
 

Actions Needed For Reaching Health Services to All 
 
• The quality of health service delivery and performance efficiencies in health 

system need to be improved. Emphasis should be given to develop an 
effective  pro -poor and client focussed health service delivery system. 

 
• The ESP needs better targeting, as there are gender and poverty gaps in 

access to health services. Cost-effective methods for delivering EPI service to 
the target population need to be identified with greater efficiencies in 
distribution of vaccines and use of equipment.  
 

• There is an immediate need to prioritize implementation of health programs 
addressing the needs of areas populated by those deprived of assets and 
affected by river erosion and frequent flooding as well as of urban slums.  

 
• Health insurance schemes, tailored to the needs of target population may be 

introduced.  
 
• The Government should make better use of the private sector and NGOs and, 

the large number of women-led micro credit groups to deliver health services. 
There is a need to develop effective partnership among public, private and 
NGOs in strengthening provision of health services to the poor. Effective 
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functional coordination between NGOs and the Government in resource 
sharing and participation in planning process needs to be developed. 

 
  

Box 2: Partnership Agreement on Poverty Reduction (PAPR) 
 
In accordance with the ADB’s Poverty Reduction Strategy, the Government and ADB 
signed a Partnership Agreement on Poverty Reduction (PAPR) on 3 April 2000. Under the 

PAPR, the Government has adopted some challenging targets for reducing poverty. ADB, 

on its part, will support the Government efforts to achieve these targets, focussing on three 

pillars of its Poverty Reduction Strategy: (i) pro-poor, sustainable economic growth, (ii) 
social development and (iii) good governance. The PAPR specifies both medium-term 

(2005) as well as long-term (2010) targets for poverty reduction.   

 

Medium-term targets (by 2005) are :  
 
• 25 percent reduction in the proportion of people below the poverty line. 
• 50 percent reduction in the proportion of children aged 6-10 not attending school. 
• Elimination of gender disparities in access to basic education. 
• 35 percent reduction in maternal mortality rate. 
• 30 percent reduction in the infant and ‘under 5’ mortality rates. 
• 20 percent reduction in the proportion of malnourished children under 5 years of age.  
• 50 percent reduction in the proportion of women not having access to reproductive 

health services. 
 

 Long-term targets (by 2010) include :  

 

• Reduction by 50 percent the proportion of people below the poverty line. 
• Achievement of universal primary education (on completion rate basis). 

• Reduction of maternal mortality rate by 75 percent. 

• Reduction of infant and ‘under 5’ mortality rate by 65 percent. 

• Reduction of the proportion of malnourished children ‘under 5’ by 40 percent. 
• Make reproductive health services available to all women of appropriate age .  

 


