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FOREWORD

The Country Assistance Plan describes the planned program of assistance by
the Asian Development Bank (ADB) for Bangladesh covering the three-year period 2000-2002.
It includes loan and technical assistance projects, as well as possible cofinancing from other
donors. The CAP was prepared by the ADB between April and June 1999, in close consultation
with the Government of Bangladesh, and other stakeholders, including non-government
organizations. The CAP was discussed with the Board of Directors in October 1999. The
assistance plan described in the CAP is only indicative and may be revised to reflect more
recent developments.

For further information, please visit the Asian Development Bank’s website at:
http://www.adb.org or contact  any of  the following:

1. Resident Representative
Bangladesh Resident Mission
BSL Office Complex, 2nd Floor
Sheraton Hotel Annex
1, Minto Road, Ramna
Dhaka-1000, Bangladesh

Telephone (880-2) 933 4017 to 22
Fax (880-2) 933 4012
E-mail adbbrm@adb.org

2. Programs Manager, Division 2
Programs Department (West)
Asian Development Bank
6 ADB Avenue
Mandaluyong City, Metro Manila

Mailing address:
P.O. Box 789
0980 Manila, Philippines

Telephone (632) 632-5897 or 632-5893 or 632-5894
Fax  (632) 636-2648
E-mail adbpub@adb.org



CURRENCY EQUIVALENTS
(as of 30 November 1999)

Currency Unit – Taka
Tk1.00 = $0.0202
$1.00 = Tk49.50

ABBREVIATIONS

ADB - Asian Development Bank
ADF - Asian Development Fund
ADTA - advisory technical assistance
BBS - Bangladesh Bureau of Statistics
BWDB - Bangladesh Water Development Board
CAP - Country Assistance Plan
CIDA - Canadian International Development Agency
CMDPL - Capital Market Development Program Loan
COS - Country Operational Strategy
GDP - gross domestic product
GNP - gross national product
ILO - International Labour Organization
NAP - National Action Plan
NEMAP - National Environmental Management Action Plan
NFE - Nonformal Education
NGO - nongovernment organization
OCR - ordinary capital resources
PEDP II - Second Primary Education Development Plan
PHC - Primary Health Care
PPTA - project preparatory technical assistance
RETA - regional technical assistance
SAARC - South Asian Association for Regional Cooperation
SAGQ - South Asia Growth Quadrangle
SEMP - Sustainable Environment Management Program
SESDP - Secondary Education Sector Development Plan
SOEs - state-owned enterprises
TA - technical assistance
UNICEF - United Nations Children’s Fund

NOTES

(i) The fiscal year (FY) of the Government ends on 30 June.
(ii) In this report, “$” refers to US dollars.
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BANGLADESH

I. Country Performance Ass essment

1. The year 1998 was a difficult period for Bangladesh. The worst floods in the century,
spread over most of the country, disrupted all economic and social activity for three months, left
over 1,000 dead, displaced nearly a million persons, and destroyed crops in over 1.5 million
hectares. It is a tribute to the fortitude and resilience of the people of Bangladesh that normal life
resumed so soon, and without serious social disruption. The Government responded promptly
and effectively to the challenge, and has earned wide appreciation for the way in which it handled
the emergency: the number of human casualties was limited, diseases contained, and the
expected food shortage prevented. Bangladesh’s development partners in the international
community, including Asian Development Bank (ADB), provided strong support to the
rehabilitation effort, committing over $600 million in aid.  On the surface, life has returned to
normal, but the floods have hit the economy hard, and interrupted the country’s growth path. In
addition to natural disasters, the country was affected by continuing political confrontation and
agitation through the year. This has constrained the scope for implementation of a strong
program of economic reform.

A. Economic Performance Assessment

2. As one of the poorest countries in the world with a per capita income of approximately
$337 in 1998 (Appendix 1), reducing poverty remains the central development challenge in
Bangladesh. High population density, poor resource management, and numerous natural
disasters coupled with frequent political turmoil have constrained the economic and social
development of the country over the past two decades. Economic growth has remained low and
poverty is endemic among both rural and urban households.

3. Since the early 1990s, the country has been carrying  out a comprehensive set of
structural reforms aimed at liberalizing the foreign trade and exchange rate regimes, restructuring
the industry sector, strengthening fiscal and monetary management, and encouraging private
sector investment. A degree of macroeconomic stability has been achieved and maintained by
conservative economic management.

4. The most notable achievement in Bangladesh in recent years was the much-improved
gross domestic product (GDP) growth rate. The economic growth rate during the past three years
broke through the 4 percent syndrome that persisted over the 1970s and 1980s. Average GDP
growth from FY1995/96 to 1997/98 was 5.1 percent1. However, the extensive floods in mid-1998
destabilized the year’s macroeconomic performance. Economic growth during FY19992 has
turned out to be better than the immediate post-flood estimate due to the bumper harvest of
winter crops. Immediately after the floods, it was estimated that GDP growth would be around
3.3 percent, on account of a major setback in summer crops. Based on new national account
series, the revised FY1999 GDP growth estimate is around 4.8 percent. Growth of the agriculture
sector is estimated at 3.5 per cent as against 1.9 per cent during FY 1998. Wheat production is
estimated at 2 mmt, substantially higher than the earlier estimate of 1.85 mmt. The aggregate
foodgrain production is now estimated at 21.4 mmt as against 20.7 mmt during 1997/98. Though
the agriculture sector has apparently overcome the impacts of floods, manufacturing growth is
estimated to have slipped to only 2.8 percent from 9.2 percent in the preceding year. Production
                                                       
1 National Accounts revised series. See detailed footnote in Appendix 1.
2 July 1998 - June 1999.
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of major large scale and medium scale manufacturing enterprises including ready-made
garments was seriously disrupted due to the floods.

5. The floods further strained the balance of payments situation and fiscal outcomes during
FY1999. The growth rate of exports was only 2.7 percent, down from 16.8 percent in the
preceding year. The taka was devalued by 2 percent against the US$ during mid-July 1999. This
is likely to have some positive impact on augmenting competitiveness, especially of garment
exporters. The current account deficit is estimated to have increased to 2 percent from
1.2 percent of GDP during FY1998. The foreign exchange reserves declined to $1.5 billion
(2.3 months of imports) at the end of FY1999, from $1.7 billion (2.8 months of imports) in the
corresponding period of last year.

6. There has been a switch towards an expansionary expenditure policy and the
Government correspondingly relaxed monetary policy to accommodate the increased fiscal
deficit. Flood induced expenditures, i.e., additional foodgrain imports and post-flood rehabilitation
spending, and shortfall in current revenue collection due to disruption in economic activities led to
an increased budget deficit. The budget deficit during FY1999 is estimated at 5.3 percent, from
4.2 percent of GDP in the preceding year. Broad money (M2) increased by 12.3 percent in the
twelve months ending April 1999 compared with an increase of 8.6 percent in the corresponding
period last year. During the first two quarters of FY1999, there was an upward pressure on prices.
After the new harvest, the inflation rate showed a declining trend. In April 1999, inflation declined
to 7.5 percent, from 12.7 percent in December 1998, largely reflecting the decline in food prices.

7. While macroeconomic stability should be restored over the next year, the more
fundamental structural constraints to development remain. The pace of structural reforms, such
as privatization, restructuring of state-owned enterprises (SOEs) and corporatization, and public
administration reform, remained slow in many areas critical to growth and private investor
development.

8. The FY2000 budget emphasized mobilization of domestic resources, protection of some
local industries, promoting export-led industrial expansion and poverty alleviation. It introduced
commendable changes in taxation to expand revenues and improve efficiency in the tax system.
To encourage private investment in the industrial sector, several new measures have been
initiated including floating government guaranteed bonds amounting to about $200 million to
mobilize resources for industrial investment. The domestic saving and investment rate in
Bangladesh is one of the lowest among developing countries. Growth requires substantial
increases in savings and investment, which in turn depend on the timely implementation of
comprehensive financial sector reforms. The efficiency of the financial sector in Bangladesh and
the quality of intermediation needs to be greatly improved. A large proportion of the portfolio of
commercial banks is classified as nonperforming. Supervision and regulation by the Central
Bank, particularly in enforcement, has to become much more effective. Private enterprises have
difficulty finding long-term financing resources because development finance institutions, mostly
owned by the Government, are also facing serious financial problems. Their new lending has
been virtually frozen for many years. 

9. The private sector in Bangladesh has great potential to contribute to economic growth and
poverty reduction. The Government has been pursuing policies in which the private sector is
expected to play the dominant role in the country’s development efforts. The success of this
approach is reflected in the sharp increase in the share of private sector investment in the
economy, with investments increasing from 12.2 percent of GDP in FY1990/91 to 13.9 percent in
FY1997/98. The impressive development of the ready-made garment industry in the past decade
shows that with appropriate policy support, the private sector can make significant contributions
to the economy.
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10. To realize this potential, further key policy changes are needed. There is still much scope
to reduce the bias against the private sector and to improve the incentives for private sector
participation in the development process. Currently, the expansion of private sector activities is
constrained by the serious weakness of infrastructure, particularly in ports and power, both
dominated by public sector utilities. The private sector has also suffered considerably from the
inadequacies of the banking system, development finance institutions, and the capital market as
mentioned above, particularly in accessing term finance. Procedural and regulatory constraints
raise transaction costs and deter investors.

11. Looking ahead, Bangladesh’s primary challenges will continue to be progressive reduction
of poverty incidence and  the improvement of living conditions. To achieve these, there is a need
to accelerate GDP growth and to enhance the provision of social services and make them more
accessible to the poorer and more disadvantaged segments of the population. Recent studies
show that the poor have not fully shared in the benefits of growth. Numerous studies have also
shown that Bangladesh needs to maintain a growth rate of 6-7 percent to make a substantial
impact on poverty. In the medium term, the main task is to speed up the pace of economic reform
and institutional development. The macroeconomic imbalances need to be corrected by keeping
the fiscal deficit at a manageable level and pursuing appropriate monetary management to keep
inflation under control. Tax coverage, administration, and compliance need to be improved.
Implementation of the annual development program has to be prioritized with emphasis on
externally assisted projects, while pruning nonpriority locally funded projects.

B. Assessment of Socio-Environmental Performance

1. Poverty Issues

12. There are no significant changes in the poverty situation from last year’s assessment. The
incidence of poverty stands at about 47.5 percent nationwide, with more than 55 million people
being poor.3 The ratio of rural poor has declined slightly from 47.6 to 47.1 percent from 1991/92
to 1995/96. However, the ratio of urban poor increased from 46.7 to 49.7 percent in the same
period. There is rapid migration of the rural poor to the urban areas, which accelerates congestion
and deterioration of urban living conditions. The Gini coefficient continues to indicate growing
inequality, which reduces the impact of growth on poverty reduction. While this figure remained in
the range of 0.36–0.39 between 1973/74 and 1991/92, it has risen to 0.43 in 1995/96. In urban
areas, income inequality has widened more sharply than in rural areas with the Gini coefficients
rising from 0.38 to 0.44 and 0.35 to 0.38, respectively. Income inequality in urban areas is higher
than the national average. There is considerable anecdotal evidence that the devastating floods
in 1998 have worsened poverty, through loss of assets and income, reduced employment
opportunities, and the costs of migration to safety; but no quantifiable evidence is yet available.
As clearly established in the new Country Operational Strategy (COS) for Bangladesh, despite
significant successes in direct poverty-reducing interventions such as microcredit, without an
accelerated rate of growth of over 7 percent per year, and a reduction in inequality, poverty
reduction will not be easily achieved.

                                                       
2 The figures cited here are based on the Bangladesh Bureau of Statistics (BBS) headcount index, with the poverty

line defined as the consumption of 2,122 calories per day and hard core poverty defined as the consumption of 1,800
calories per day. The BBS published another set of poverty data based on Cost of Basic Needs method in the
Household Expenditure Survey 1995/96. This set of data shows that the poverty level is much lower in the urban
areas than in the rural areas. The upper poverty of the national, rural, and urban areas is 53.1, 56.7, and 35 percent,
respectively. The lower poverty incidence in national, rural, and urban areas is 35.6, 39.8, and 14.3 percent,
respectively.
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2. Gender Issues

13. Social indicators for women in Bangladesh are still worse than those for men, reflecting
the unequal social status of women. Gender disparities are evident in the adult literacy rate,
primary/secondary school dropout rate, and child malnutrition (see Appendix 1). While reduction
of total fertility rates (from 6.3 in 1975 to 3.4 in 1995/96) and access to contraceptives (from 4.7 in
1975 to 48 percent in 1995-96) have had a positive impact on women’s well-being, overall
progress in improving reproductive health has been slow. The maternal mortality rate at 449 per
100,000 live births is one of the highest in the world.

14. The Government is making efforts to mainstream gender considerations into
development. The National Action Plan (NAP) for Women’s Advancement was officially approved
in September 1997. The NAP spells out specific objectives and activities to implement the Beijing
Platform for Action adopted at the Fourth World Conference on Women in 1995. Follow-up action
being taken on the NAP can be divided into three main areas: (i) incorporating the agenda for
women’s advancement in general government activities and programs; (ii) public awareness and
advocacy work; and (iii) specific projects in areas such as reducing violence against women, and
against trafficking in women.

3. Human Development

15. In the area of health and population, Bangladesh has realized significant achievements.
These include the reduction of the population growth rate to 1.8 percent from 3.0 in the 1970s
and the total fertility rate from 6.3 births per female in 1975 to 3.4 in 1995. However, this has to
be reduced by a further 1 birth per female to achieve the goal of a replacement fertility rate by
2010. This is essential to stabilize population even at the high levels of 250 million in population
and a population density of 1,250 per square kilometer projected for 2020.

16. While gains have been made in the field of public health, life expectancy at 58 is still
below that of other South Asian countries. An infant mortality rate of 78 per 1,000 live births, and
a maternal mortality rate of 449, are still high. Child malnutrition is a major problem: about
70 percent of children under five are underweight (compared to 40 percent in Pakistan and Sri
Lanka). The total literacy rate in Bangladesh is around 47 percent. There have been important
successes in expanding access to basic education. In primary education, enrollment is around
17 million children (gross enrollment of 95 percent), with little gender disparity. In the secondary
sector, the gross enrollment rate is much lower at about 30 percent. However, gender disparity
has been reduced significantly, with female students representing about 46 percent of total
enrollment. This achievement is largely attributable to the female stipend program initiated in
1994, which has supported about 2.8 million girls.

17. These are significant achievements, but in order to build on them, an equally determined
effort is now needed on the quality of the output from the system. The dropout rate and repetition
is high, the pass rate of the rote-based examination system is low, and the curriculum lacks
relevance to the job market.

18. The Government has made significant efforts to raise the expenditure on education over
the last decade. Education expenditure is about 2.3 percent of GNP, compared to an Asian
average of 4 percent. In 1991 only 3.3 percent of the capital budget was allocated to education,
which has risen to 12.8 percent in 1997/98.The recurrent budget has remained stable at about
16-19 percent of the total. The highest priority is given to primary education, followed by
secondary and higher secondary education. This is a noteworthy effort but greater effort is still
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needed. Increasing the coverage, equity, and quality of the education system will require stronger
sector management, greater resources, and greater efficiency of resource use.

19. Bangladesh has generally sound labor laws for protection of workers including right of
association and collective bargaining. The implementation and supervision of labor laws are,
however, handicapped due to weak enforcement machinery. As a result, workers in the informal
sector face poor working and living conditions. There is no link between wages and productivity:
centrally fixed wages in the public sector influence private sector wages. Child labor below
14 years is banned by the Factories Act of 1965. However, as labor laws are not strictly enforced,
child labor is prevalent in some industries. The reasons for this are well known: no birth records,
widespread unemployment and a large, unregulated informal sector. A major breakthrough is the
resolution of the problem of child labor in the garments sector. About 10,000 workers (who are
below 14) have been withdrawn from garments industries. An education program for these
workers has been introduced with the assistance of the International Labor Organization (ILO),
United Nations Children’s Fund (UNICEF), and the Bangladesh Garments Manufacturers and
Exporters Association.

4. Environment

20. High population growth coupled with widespread poverty and non-sustainable production
practices have caused serious natural resource degradation and environmental pollution in the
country. Pollution levels, in particular, may further increase as urbanization and industrialization
accelerate. Bangladesh’s environment is seriously threatened by deforestation (with a rate of
3.3 percent per annum, the highest in Asia); declining soil productivity and land degradation;
biodiversity loss; poor water management and water quality degradation (up to 80 percent of all
illnesses in Bangladesh are related to waterborne diseases, or over 15 million cases per year);
and air pollution, especially in urban areas (health impact estimated to be about
15,000 premature deaths per year). In addition, various natural environmental hazards like floods,
cyclones, seawater intrusion, and riverbank erosion, show clear cause-effect relationships with
the above human-induced resource degradation problems. This points to the need to address the
country’s environmental problem in a holistic way.

21. The Environment Conservation Act (1995) and the Environment Conservation Rules
provide the regulatory framework for environmental management in Bangladesh. The National
Environmental Management Action Plan (NEMAP) was adopted in 1995. The Priority Framework
for the implementation of the NEMAP was completed in 1998.  As a result of this priority setting
exercise, major policy, legislative and institutional gaps in environmental management, as well as
priority environmental investment needs were identified and ranked by the Government. Building
the capacity of the Department of Environment to enforce the Act and rules is one of the critical
areas for donors’ support.

22. Accordingly, in 1998 a number of initiatives were agreed upon including a new five-year
program to implement NEMAP: the Sustainable Environment Management Program (SEMP). It
consists of 26 components, and its implementation will involve a number of ministries,
government agencies, and civil society bodies. Policy and institutional issues, participatory
ecosystem management, community-based environmental sanitation, advocacy and awareness,
and training and education are some of the critical issues that will be addressed by SEMP over a
period of five years. To be successful, the SEMP, which is to be executed by the Ministry of
Environment and Forests (MOEF), financed by several donors, will also require new approaches
and a change of attitude on the part of MOEF to effectively increase participation from NGOs,
community groups, the private sector, and academic institutions.
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C. Governance: Sound Development Management

23.  Bangladesh’s problems of governance are well understood, and at the conceptual and
normative level, there is widespread support for change among all major societal groups. The
problem begins when specific measures to implement change are identified and initiated. At that
point, all groups want to preserve their interests, and expect others to change first. It has proven
very difficult to resolve the resulting gridlock.

24.  Another issue, which overshadows the reform and governance agenda, is the continuing
confrontational nature of politics between the major political actors in Bangladesh. There is not a
great deal of difference in the policies of the two major parties, particularly on economic issues.
Government and opposition accuse each other of not conducting a dialogue with the other, and
parliamentary debate has been increasingly replaced by street agitation and violence. In view of
the worsening political situation the donors, including ADB, issued a statement in April 1999,
calling on all parties in the political process to restore stability in the interest of development. So
far, there is no sign that this has had any effect on the situation.

25.  In this atmosphere, there has been little forward movement in governance reform in the
last 12 months. Major governance problems include (i) poor public sector management
particularly in SOEs; (ii) the lack of accountability and responsiveness of public institutions; and
(iii) an overly centralized administrative system. Administrative reforms are urgently needed to
achieve greater efficiency and transparency in public sector management. Reform of the clogged
judicial system is also necessary to ensure a quick and transparent resolution of disputes. In all of
these, progress is slow. The Public Administration Reforms Commission was established in 1996.
Three years later, it is still working for relatively minor adjustments to ongoing systems rather than
toward any broad vision of reform.

26. The political situation creates significant disturbances in law and order, through strikes,
demonstrations, and violence between political parties at all levels. This causes frequent
disruption to economic life, and deters potential investors. At a different level, the crime rate
seems to have risen, particularly in the urban areas, with women especially at risk. There are
growing concerns about the capacity of the police to cope with these problems.

27. Corruption, particularly at lower levels, is widespread. While there are laws against
corruption, enforcement is not effective. A concerted effort among donors and civil society is
needed to assist the government to break apathy and create a public momentum for change. One
such recent effort is an important survey of public perceptions of corruption conducted by the
local branch of Transparency International.

D. Implementation Assessment

1. The Portfolio

28. As of 31 December 1998, ADB has provided 128 loans for $5.52 billion and
241 technical assistance (TA) grants for $145 million.  Portfolio information and performance is
presented in Appendix 2. Currently, two loans have an unsatisfactory rating for implementation,
and one has an unsatisfactory rating for meeting development objectives (Appendix 2,
page 2).
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2. Issues in Project Implementation

29. The undisbursed loan balance as of 31 May 1999 is $1.1 billion. Disbursements from
ADB’s portfolio were $231 million in 1998, marking the second consecutive year of lower than
expected disbursements. Part of the reason was the unprecedented flood in 1998, which not only
hampered project implementation, but also squeezed counterpart funds. More importantly,
disbursements and effective project implementation continue to be affected by the problems
outlined in last year’s Country Assistance Plan (CAP), which have not been resolved. The 1999
joint ADB-World Bank Country Portfolio Review Mission identified these as: (i) frequent transfers
of project directors and other key staff; (ii) cumbersome procedures and lack of delegation and
accountability in decision making; (iii) long delays in procurement and consultant selection; and
(iv) problems in land acquisition and resettlement. These have been discussed with the
Government and agreement has been reached on the following key measures in an Action Plan:
(i) increased delegation of authority to project directors; (ii) improved selection and retention of
project directors; (iii) ensuring availability of counterpart funds; (iv) ADB assistance for improving
procurement procedures; (v) strengthening government audit capacity in aided projects and
selectively using private audit firms; (vi) joint supervision missions by ADB with the government
agency responsible for project monitoring; (vii) simplifying land acquisition and resettlement
procedures; and (viii) the continuation of the special arrangements for ADB assistance in the
evaluation and selection of loan-financed consultants. To support the implementation of the
Action Plan, a TA has been included in the program for 1999. ADB, as the lead donor for project
implementation, will continue to closely monitor the progress of the Action Plan, in collaboration
with other donors. Post-evaluation findings have pointed to the following longer-term
implementation issues: (i) need to critically assess institutional capacity and address it up front;
(ii) avoid overly complex project decision; (iii) increase beneficiary contribution for project design
implementation and maintenance; (iv) stronger country and sector analysis and project appraisal;
(v) greater focus on improving the policy environment; and (vi) greater ADB supervision of
implementation. These are being addressed in projects under processing.

II. Country Operational Strategy

A. The New Strategy

30. ADB’s previous COS for Bangladesh was prepared in 1993. A new COS has been
prepared and endorsed by the Board in May 1999.  Since this is the first CAP following the new
COS, a brief summary of the approach and objectives of the COS is provided below.

31. Poverty reduction  continues to be ADB’s overarching objective in Bangladesh. This is to
be achieved through the following operational  priorities:

• Promoting faster private sector-led economic growth.  The core strategy for
supporting poverty reduction is to promote private sector-led economic growth.
ADB will (i) assist the Government to speed up policy reform and create a level
playing field conducive to private sector development; (ii) provide assistance to
improve infrastructure and financial systems; (iii) support private sector
development through its public sector operations; and (iv) promote subregional
cooperation with neighboring countries;
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• Creating better development opportunities for the poor.  ADB will assist the
Government to invest in, and encourage community and private sector
participation in rural development, including rural infrastructure and credit. In the
urban area, ADB’s interventions will focus on small and secondary town
development;

• Improving human development. ADB’s operational priority in the social sector is
mainly in the areas that can increase the productivity of the poor including primary
health, and primary, secondary, and nonformal education. Special efforts will be
made to increase equitable access of women to social services; and

• Improving and protecting the environment.  ADB’s operational thrust under its
environment program over the medium term will be to address environmental
concerns in all ADB projects, and institution building in the planning, management,
legislation, and regulation capacity of the Government. Particular attention will be
placed on urban environmental improvement and poverty-related environmental
issues.

32. To achieve these objectives, the approach to ADB assistance has been reoriented. The
key features of the new COS are its sharper focus and emphasis on a long-term involvement in a
limited number of subsectors. Key elements of the approach are as follows:

• Change in Lending Philosophy.  The main emphasis of ADB’s lending to
Bangladesh will gradually change from physical investment to promoting policy
and institutional reforms. Projects will be evaluated more for their contribution to
reforms and institutional development rather than the transfer of resources or the
creation of a physical asset. ADB will play a more active role in nontraditional
areas such as regional cooperation and governance issues, including
administrative reforms, which are consistent with the new role of ADB as a broad-
based development institution. The sector development program modality, which
combines physical investment, policy reform and capacity building will be used
more frequently and should gradually become the preferred modality for ADB’s
lending to Bangladesh;

• Sharper Focus.  Based on medium-term resource projections and average project
size, the COS proposes that the number of subsectors in which ADB will be
involved in Bangladesh be reduced from the current 30 to about 15 or less;

• Long-term Involvement.  In order to provide sustained support to reform and an
assurance of policy consistency, ADB will consider providing an average of three
successive interventions in each selected subsector over approximately
10-12 years. This will, of course, be dependent upon satisfactory implementation
of each separate intervention. Accordingly, the policy and institutional reforms, as
well as physical investment can be unbundled into three coherent components
within the long-term framework and addressed through each project;

 
• Sector Strategy Requirement.  ADB will provide assistance only to those

subsectors where there is an updated comprehensive sector study and a clear
strategy or road map for ADB’s long-term involvement. Within two years, a new set
of long-term operational strategies will be completed for each subsector where
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ADB will be involved in the future. ADB will avoid any ad hoc or one-off type of
projects, which are not grounded in solid sector work;

• Political Commitment.  The success of policy reforms and institutional change
depends heavily on strong commitment from the Government. ADB will not invest
in a new project where there are no clear signs of the Government’s firm
ownership and commitment to reforms and institutional change. ADB should slow
down project processing and, if it is necessary, walk away temporarily from the
sector or subsector where the public agency does not implement the policy
component agreed upon; and

 
• One In, One Out  Policy.  There will be a need for some flexibility in the selection

of subsectors in order to be responsive to changes in policy, performance and
relative priorities. However, whenever a new subsector is taken up, another
included subsector should be dropped;

B. Implementing the Strategy

33. The primary objective of the 2000-2002 CAP is to ensure that the lending program
conforms to the priorities of the new COS. The full adoption of the COS will take some time to
implement, because of the overhang of past commitments, work in progress, and investments in
staff time. However, the basic elements of the COS are already incorporated in the 2000-2002
CAP. In terms of the sector priorities, the CAP has already been adjusted to limit ADB support to
the 15 sectors identified in the COS. All projects incorporate a strong policy agenda with the focus
on the policy framework (especially the legal framework), the appropriateness of the management
and institutional structure, and sustainability. ADB is determined to ensure that assistance is only
provided where there is agreement on these key elements. Since 1998, projects that do not meet
their policy targets have been held over from the lending program, and this approach will
continue.

III. Sector Strategies

A. Agriculture

1. Agriculture and Rural Development

34. The agriculture sector plays a vital role in the country’s economy, contributing one third to
the total gross domestic product and engaging two thirds of the domestic labor force. Its
performance impact is not merely on the country’s food security, but also on poverty reduction
and overall economic growth. There has been rapid progress in food production, especially rice in
the last decade, and this has brought about a measure of food security to the country. Future
growth in the crop subsector depends on both intensification and diversification of agriculture
because of the binding land constraint. The country’s Fifth Five-Year Plan (1997-2002)
emphasizes moving beyond self-sufficiency in food to improving the value of output and the
income levels of farmers, with greater private sector participation especially in agroprocessing
and agribusiness.

35. Among the major constraints inhibiting agricultural growth are (i) lack of effective rural
financial services for a majority of small and marginal farmers, (ii) lack of marketing support,
(iii) high post harvest losses, (iv) lack of high quality planting materials, (v) weak rural
development and extension support, and (vi) large unexploited irrigation potential and its
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suboptimal utilization. This is a considerable agenda, and ADB will be selective in identifying
areas for its intervention. Two areas present important opportunities for assistance: increased
availability of capital to small and marginal farmers, and improved rural infrastructure for access,
market storage, and growth. In all of these there is scope for both public and private sector
initiatives. These are areas where ADB has the experience, and the resources to make a
significant contribution. (Water resource management is separately dealt with below.)

a. Crop/agribusiness

36. Intensification and diversification of agriculture will increase the demand for capital and
investments in supporting markets (input and output markets, agroprocessing, etc.). ADB’s
strategy therefore is to promote greater nongovernment organization (NGO) and private sector
participation in the subsector by creating an enabling environment for private sector investment,
and exploring new modalities for provision of financial services to the small and marginal farmers
and the agribusiness community. This is an area where Bangladesh’s vast experience in
innovative credit delivery mechanisms can be built upon and adapted to new uses. ADB’s
operations will (i) encourage private sector and NGO participation in crop/ agribusiness credit;
(ii) help to establish alternative crop/agribusiness credit delivery systems including the
establishment of an apex organization to coordinate activity in this area; and (iii) encourage
innovative mechanisms for delivery of public services such as public-private partnerships for
extension.

37. Two projects in the subsector are included over the next three years.  A loan for
Northwest Agriculture Development  will be processed in 2000 (project preparatory technical
assistance [PPTA] approved in July 1999). This area was largely isolated from the rest of the
country before the opening of the Jamuna Bridge, and its development lagged behind the rest of
the country. Poverty incidence is higher than the national average. Following the opening of the
bridge, economic activity has begun to increase. The project will capitalize on the agro ecological
advantages inherent in the area and address problems inhibiting intensification and diversification
into higher value crops through the provision of credit. It is expected that this will result in
significant increases in employment and income. The Crop/Agribusiness Development  project
will be processed in 2001 (PPTA in 2000). The project will identify new approaches to reach out
to small and marginal farmers using NGOs as credit agents and establishing a financial
intermediary foundation like Palli Karma Sahayak Foundation (PKSF) to route funds to NGOs and
others for agricultural credit.

b. Rural Infrastructure

38. ADB’s strategy in the rural infrastructure subsector includes upgrading and maintaining
rural roads and bridges and growth center markets; enhancing the flow of services and
investment in the rural market; as well as providing the rural poor with the means to engage in
income-earning activities. ADB’s operations will focus on the following key policy and institutional
areas: (i) community participation in infrastructure development; (ii) coordination of
complementary small-scale road and water transport activities; (iii) establishing and funding a
sustainable maintenance system; (iv) increasing the role of the private sector in infrastructure
development; (v) instituting viable operation and maintenance systems for improved
infrastructure; and (vi) continued institutional strengthening.

39. Past and ongoing ADB projects in this subsector have been generally successful, and
have demonstrated a strong poverty reduction effect. Replication and expansion should yield
good results. However, it is important to assess the strengths and weaknesses of projects more
rigorously. The PPTA for Rural Infrastructure IV in 2001 will examine the accumulated



11

experience of earlier projects, and address the issues of the policy environment, as well as
identify suitable areas for an investment project in 2003.

c. Area Development – Chittagong Hill Tracts

40. As indicated in last year’s CAP, the Government places special emphasis on the need to
provide basic rural developmental facilities in the Chittagong Hill Tracts in the southeast of the
country. This area has just emerged from a long-standing conflict situation and the Government is
keen to accelerate the development process. Basic facilities such as rural roads, markets,
culverts, and bridges need to be provided. It is also important to provide income-generating
activities to help people settle down after years of disruptions and turbulence. Any project in this
region must be carefully designed to address local sensitivities and to ensure a fully participatory
process for development.

41. ADB will process the Chittagong Hill Tracts Rural Development project in 2000 (PPTA
approved in June 1999). The project will provide economic stimulus to this neglected area by
improving and providing basic rural infrastructure, as well as other means of livelihood. The
project will be designed and implemented with participation of local communities and elected
representatives. Simultaneously, ADB will also provide an advisory technical assistance (ADTA)
for Chittagong Hill Tracts Development and Investment Study in 1999, which will develop a
comprehensive plan to identify the issues, establish development priorities, and propose the most
effective means of implementing them.

d. Microfinance

42. Microfinance is a demonstratedly effective way of increasing income generation of the
poor and Bangladesh has led the way in developing and institutionalizing effective microcredit
systems. There is however still scope to expand, diversify, and create prudential norms. There
may also be scope to make microcredit more sustainable by encouraging larger NGOs to also
work as more formal banks, and integrating them in the financial sector. ADB’s focus in this
subsector will be on (i) assisting selected nongovernment microfinance organizations and
Government-supported microcredit institutions in converting to formal financial institutions;
(ii) supporting efforts to integrate such institutions into the formal finance system; (iii) helping the
Government and Bangladesh Bank to develop a prudential framework and supervisory capacity
for such institutions; and (iv) assisting NGOs to expand microcredit activities to help the urban
poor.

43. In line with this strategy, the ongoing Rural Livelihood Project develops an alternative
source of microfinance through cooperatives, and will consolidate cooperatives into a district level
bank. It will also develop a framework for sustainable microfinance operations. The proposed
Rural Livelihood II  project (PPTA in 2001 and loan in 2002) will be based on the experience of
the ongoing project. ADB will also provide an ADTA in 2000 for Supervision and Regulation of
Microfinance Institutions  to strengthen regulation and supervision of microfinance institutions
that have been converted to formal financial institutions.

2. Forestry and Natural Resources

a. Water Resource Management

44. The water subsector is of fundamental importance both in terms of reducing risks from
flooding and drainage congestion, and irrigation needs. ADB’s operational strategies are to
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support effective rehabilitation and to upgrade small-scale water resource infrastructure by
enhancing participatory processes, improving financial efficiency, and helping the poor while
protecting the underlying natural processes. The COS proposes that in the short run, ADB focus
mainly on water resource management and flood protection. Given its geographical situation,
Bangladesh will remain flood-prone, and therefore flood protection and flood-coping strategies
merit ADB support. In the areas of medium and large-scale water resource management, ADB’s
current focus is to support institutional reform initiatives to improve resource management and
service delivery.

45. An important recent development in the water subsector is the approval of a new National
Water Policy. The new policy is responsive to ADB’s concerns in this area including poor
operation and maintenance, cost recovery, suboptimal management of water assets, community
and beneficiary involvement, and participation of the private sector. Ongoing reforms of the
Bangladesh Water Development Board (BWDB) also include downsizing from almost 20,000 staff
to a target level of about 12,000. Given the importance of water resources in this country’s
development, ADB’s involvement in the subsector will be re-assessed in 1999 and revised as
necessary.

46. The program for 2000-2002 includes two loans in the subsector. The Small-Scale Water
Resources Development Sector II project will be processed in 2001. It includes small-scale
irrigation works, farmer and community-managed operations, and improved rice varieties to
expand the intensive and extensive margin for rice production. The Kalni Kushiyara River
Improvement project will be processed in 2001.This is essentially a flood management project. It
will dredge the main river course, strengthen submersible flood embankments, and create raised
village platforms from riverbed tailings. Both projects will be developed with PPTAs in 1999.
Subject to a satisfactory resolution of the issues mentioned in para. 44, a PPTA for Sureshwar
Water Resources Management project will be considered in 2001.

b. Forestry

47. ADB has three ongoing projects in the forestry subsector. Project implementation,
especially on policy and institutional reforms, is not satisfactory and the COS proposes no new
involvement in this area. The policy dialogue will continue through ongoing projects.

B. Infrastructure

1. Energy

48. Shortage of power has long been a major constraint to productivity, rapid economic
growth, and poverty reduction in Bangladesh. Power is available to only 15 percent of the
population. Per capita consumption of electric power is extremely low compared with its
neighbors. One of the major factors constraining the development of the energy sector has been
the inefficient, vertically integrated public sector monopoly structure of the sector. Over the years,
operational and financial performance has deteriorated resulting in long periods of load-shedding,
high system losses, and poor revenue collections. In view of this poor performance, the
Government, with assistance from donor agencies, formulated comprehensive reforms in 1994
based on unbundling of operations through competition and privatization, and separation of
generation, transmission, and distribution facilities. While generation and distribution will be open
to public and private participation, transmission will be a public monopoly under independent
regulation.
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49. ADB’s medium-term operational focus in the power subsector is to (i) expand and upgrade
the distribution capacity of the system, particularly in the rural areas;
(ii) continue to support the Government’s reform measures, including the unbundling of the
subsector into generation, transmission, and distribution companies, and establishing an
independent regulatory authority; (iii) support and participate in private sector investment in
generation and distribution; (iv) gradually transform part of ADB’s assistance in the sector  from
ADF to OCR financing; and (v) promote regional cooperation.

50. Natural gas is an important resource for economic development. The share of natural gas
in commercial energy consumed has grown from 35 percent in 1980 to about 70 percent in 1998.
In 1993, the Government introduced a new petroleum policy to encourage private sector
participation in gas exploration and production under production-sharing contracts. This policy
has been successful. Current estimate of remaining gas reserves in the discovered fields is
9.27 trillion cubic feet, which is sufficient to meet the country’s demand for about 30 years at the
current rate of consumption. Annual consumption growth of 6 percent will lead to exhaustion of
the recoverable reserve in 17 years. The recent discovery of large gas reserves by the
international oil companies is an indication of real gas resources potential of the country.
Expansion of exploration activities by utilizing modern technology is expected to lead to further
discovery of gas/oil fields. There are real prospects that the gas reserves may become the driving
force in the economic development of the country by closing the energy supply-demand gap and
by providing substantial foreign exchange earnings. Deliveries of natural gas under production-
sharing contracts have been initiated recently, thereby bringing onstream private sector projects
for the first time. The major oil companies continue to evince strong interest in gas exploration
and development, but are somewhat frustrated due to the difficulties they encountered in the
bidding process for the second round of contracts. The limited domestic market is also seen as a
constraint on development.

51. Given the increasing inflow of private sector capital in the gas subsector, ADB will
gradually shift the focus from direct investment to mainly supporting policy and institutional
reforms. ADB’s operational focus in the gas subsector in longer term will be on (i) creating an
enabling environment for private sector investments in the sector, including the creation of a
regulatory framework; (ii) increasing efficiency of the public sector corporations, and
rationalization of prices; (iii) reducing system losses and improving efficiency; (iv) assisting the
Government in developing a gas utilization policy to maximize the economic benefit of gas
reserves; and (v) promoting regional cooperation.

52. As the donor coordinator for the sector, ADB has played a key role in initiating policy
dialogue with the Government, resulting in structural and operational changes in the sector. ADB
will continue to maintain a strong presence in the sector, both in terms of its lending volume and
in terms of its policy advice to the Government and other sector entities. Further assistance to the
sector is programmed in 2000 with the Gas Sector Development Program , which will help
consolidate corporatization, commercialization, private sector participation, and independent
regulation in the gas subsector, and in 2002 with the proposed Rural Power Transmission and
Distribution project. If the first gas project is successful, ADB will also provide a PPTA for the
preparation of the Gas Sector Development Program II  in 2002. These projects are expected to
facilitate the conversion of the energy sector into an open, market-based and self-supporting
sector. There is also a possibility for assistance to the sector from ADB’s private sector window
(see para. 87).
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2. Transport and Communications

a. Ports

53. Ports are Bangladesh’s commercial lifeline to the world and efficiency and uninterrupted
functioning of this subsector is critical to the economy, food security, and exports. Chittagong is
the country’s main port, and most of the country’s trade passes through it. Unfortunately, the port
is not only technically outdated; it is also inefficiently managed, with the result that waiting times
are among the longest in the region. The port operations suffer from too many vested interests,
including politicized unions that effectively block reform efforts. The country’s second port,
Mongla, is smaller and suffers from problems of siltation as well as hinterland access. This
problem is expected to be reduced significantly with the implementation of the Southwest Road
Network Project and the Rupsa Bridge.

54. ADB’s focus in the subsector is on (i) support for sector reforms and efficiency
improvements in the port subsector; (ii) a regulatory framework conducive to commercialization
and private sector participation; (iii) encouragement of private sector participation in port
development and management; (iv) enhancing the autonomy and accountability of port
authorities, and improving relations between port workers, port employees, and port
management; and (v) skills training and human resource development.  To carry forward these
objectives, ADB has been working on the Port Efficiency and Access Improvement project for
two years. It has proved difficult to agree on critical policy reforms. Further processing of this
project will therefore be subject to firm commitment by the Government to policy reforms. Subject
to successful implementation of this project, ADB will consider longer-term support for the sector
and provide a PPTA in 2002 for project preparation for the Ports Development Phase II .

b. Railways

55. Together with bilateral aid agencies (primarily Kreditanstalt für Wiederaufbau [KfW] and
Canadian International Development Agency [CIDA]), ADB has been heavily involved in the past
in the gradual and ongoing transformation of Bangladesh Railway from a centralized public
authority to a corporate entity. Bangladesh Railway has made perceptible progress in downsizing
staff, promoting private sector participation, and leasing of communications facilities (optic fiber
lines). Nonetheless, the pace of reform needs to be accelerated.

56. ADB’s intervention in the medium term will be concentrated on improving the network to
support regional linkages, and supporting policy and institutional reforms in the railway subsector.
These include (i) corporatizing Bangladesh Railway; (ii) adopting appropriate legislation and other
measures required to make the reforms permanent and irreversible;
(iii) focusing on freight traffic and restructuring freight tariffs as a means to improve Bangladesh
Railway’s financial performance; (iv) pending eventual privatization, encouraging private sector
involvement and private financing in selected areas; (v) gradually downsizing and abandoning
underutilized branch lines to reduce the need for subsidization; and (vi) supporting regional
cooperation.

57. Progress on the reform agenda is currently slow, and there is a need to intensify the
dialogue on the pace of corporatization. Subject to a satisfactory resolution of this issue, a loan
for the Regional Rail Traffic Enhancement Program  is included in 2001 (PPTA in 2000). The
objective of the project is to support the final stages of the reform program and to develop critical
areas of the rail network that are important for regional cooperation.
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c. Roads

58. The roads subsector is a critical element in the transportation network, requiring
improvements, rehabilitation, and capacity expansion to meet the demands of fast-growing freight
and passenger traffic volumes. There is a need to develop regional linkages with neighboring
countries and to offer competitive transport options to growing regional trade and transit traffic.
Institutional changes and policy reforms are needed to address issues of prioritizing investments,
maintenance, and road safety and regulation. Private sector participation is mainly in provision of
transport services, but not in investment.

59. ADB’s operational strategy in this subsector is to (i) invest in those roads that have strong
poverty impact and trans-border connections; (ii) support institutional and policy reforms, and
regulatory measures to improve domestic and trans-border traffic flows; and
(iii) introduce policy and institutional changes to encourage private sector participation in transport
infrastructure projects. ADB will also seek to formulate road projects from the wider perspective of
integrating physical investment policy and institutional changes, and monitoring maintenance
support.

60. ADB’s operational program in 2000–2002 includes two loans and three TAs. If agreement
is not reached on the reform program for the Port Efficiency and Access Improvement project and
it cannot be processed further (see para. 52), consideration will be given to separating the
essential Feni-Chittagong and related road links from that project, and supporting them through
the Southeast Road Corridor Improvement project in 2000. The Regional Roads  project will
be processed in 2002 (PPTA in 2000). The objectives of the project are to
(i) increase national economic benefits through increased trade; (ii) strengthen regional ties; and
(iii) continue strengthening the road network. Policy and institutional reforms will be continued to
increase the efficiency of the Roads and Highways Department and to introduce greater private
sector participation in the subsector. ADB will also provide technical assistance to review ways in
which to control urban transport-based pollution.

3. Finance and Capital Markets

61. Sustainability of the growth of the economy at rates sufficient to reduce poverty depends
to a large extent on the ability of the financial system to mobilize and efficiently allocate domestic
resources and attract foreign investments. However, at the moment, a largely inefficient banking
system and the nascent capital market make it hard to channel whatever scarce domestic
savings are available in the economy into productive investments. Financial sector reform is one
of the most pressing needs for Bangladesh’s development.

62. In this reform process, ADB will continue to focus its activities mainly on stock markets,
insurance, and pensions. The objective of ADB’s strategy in this subsector will be to develop an
efficient and transparent capital market to facilitate efficient resource mobilization and allocation
necessary to attain sustainable industrial development and economic growth. This objective will
be achieved through a combination of policy reforms; capacity-building efforts; investments aimed
at relieving existing bottlenecks in the sector; and promotion of competition and a level playing
field.

63. ADB’s further involvement in the subsector depends on the successful implementation of
the ongoing Capital Market Development Program Loan (CMDPL). The second tranche of this
program loan is now scheduled to be released in August 1999. Especially, close attention is
needed to the unbundling and restructuring of the Investment Corporation of Bangladesh (ICB). If
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the second tranche release conditionalities are not complied with, ADB may have to reconsider its
continued operations in this subsector.

64. Subject to the successful release of the second tranche of the CMDPL, ADB will actively
consider the Long-term Financial Markets Development project for 2000. The Industrial Policy
Committee would provide much needed long-term local currency to a select group of the best
local and foreign private commercial banks for relending to small- and medium-sized private
sector companies. Besides the additionality of funds, the project would enhance credit analysis
and procedures among the private commercial banks through local syndication arrangements
with the foreign participating financial institutions.

65. ADB’s operational program also includes the Insurance and Pension Funds
Development project in 2001. The proposed project will (i) strengthen market regulation and
supervision in insurance and pension/provident funds; (ii) strengthen/unbundle the Sadharan
Bima Corporation (general insurance) and Jiban Bima Corporation (life insurance); (iii) diversify
insurance products; (iv) computerize data records of the public sector pension schemes; and
(v) adopt policies and promulgate laws for development of a private sector provident fund, among
others.

66. ADB will also provide TAs to assist the Government to speed up financial market reforms.
The Capacity Building for SEC and Stock Exchanges of Bangladesh II TA in 2000 will
supplement and bring to closure some of the key elements that will not be completed under the
ongoing TA. These include operationalization of the central depository system and investor
protection fund.

C. Social Infrastructure and Environment

67. In spite of the considerable efforts made by the Government and funding agencies,
human development inadequacies remain a major attribute of poverty reduction. Human
development has therefore been identified in the new COS as a major operational priority for
ADB’s program. ADB’s medium-term operational focus will be on secondary and basic education
as well as urban primary health care. Equitable access, quality, the effectiveness of service
delivery, and the availability and efficient use of funds are the most critical cross-sectoral issues
in human development. ADB’s policy focus in this area is to support better management, more
community involvement, and private sector participation in service delivery. Efforts will also be
made to address institutional capacities for sustained growth.

1. Health

a. Urban Primary Health

68. A large number of donors support the health and population sector. Therefore, the COS
has identified a specific niche for ADB’s involvement, closely linked to its lead role in the urban
sector. ADB’s operational focus in the health sector will be mainly in urban areas, particularly
secondary towns. The sector strategy aims to (i) support the Government’s policy for
decentralization of health services, communicable disease control, and reproductive health;
(ii) promote public–private partnerships for primary health services and supply of drugs;
(iii) enhance privatization of primary health services to vulnerable groups in a more effective
manner; (iv) develop alternative health care financing schemes, including a social insurance
system for providing affordable medical care and protection for old age; and (v) explore the scope
for social insurance schemes.
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69. The proposed program includes a PPTA for the Second Urban Primary Health Care
project in 2002. The main objective of the TA is to prepare a project that will build on the ongoing
project to implement high quality preventive, promotional and curative primary health care (PHC)
services to the urban poor. The TA will prepare a project to (i) increase the quantity and quality of
PHC services available to the urban poor; (ii) strengthen urban PHC infrastructure; and (iii) create
partnership between the Government and the private sector including NGOs, for the delivery of
PHC.

2. Education

a. Basic (Primary and Nonformal) Education

70. While Bangladesh has made substantial progress in making basic education more
accessible, its goal of eradicating illiteracy by 2006 will require continued support from funding
agencies, including ADB. ADB’s operational strategy for basic education aims to:
(i) increase equitable access, particularly for girls and disadvantaged children; (ii) improve quality
and delivery system efficiency; (iii) strengthen the institutional and management capacity of
delivery system; and (iv) support decentralization and community involvement.

71. In 2000-2002, ADB’s operational program in this area will include the Second Nonformal
Education (NFE) project (PPTA in 2000). The objective of the loan is to assist the Government in
further strengthening the institutional and managerial capacity of NFE and in expanding,
improving quality of, and sustaining NFE. Based upon the Nonformal Education Strategic Plan to
be prepared under the PPTA, the project will: (i) establish the National Academy on NFE; (ii)
provide basic literacy, post-literacy and continuing education to young illiterates and neo-literates
by nongovernment organizations, private voluntary and community-based operations, community-
based organizations and other suitable institutions; (iii) implement a social mobilization program
and activities involving mass and folk media; (iv) set up integrated community learning and
resource centers; and (v) develop educational materials on post-literacy and continuing
education. The project will specifically reach young female illiterates and neo-literates to sustain
their literacy through post-literacy activities.

72. ADB will also provide a PPTA for the Primary Education Sector III project in 2002. The
objectives of the TA are to (i) assist the Government in preparing a Second Primary Education
Development Plan (PEDP II) for 2003-2007 consisting of a policy framework, prioritized
strategies, and a concrete investment plan that covers the extended primary education cycle up
to grade 8; and (ii) improve facilities in Barisal, Chittagong, and Sylhet Divisions.

b. Secondary Education

73. The success in achieving higher completion rates in primary education is now exerting
pressure on the extended primary education cycle of grades 6 to 8 and on the secondary
education system. These need to be addressed by expanding and reforming secondary
education. It is also important to reorient secondary education to the growing modern domestic
and global labor market. ADB has provided financing for two projects–Secondary Education
Development Project (1993) and the Secondary Education Sector Improvement Project (1999).
The Government has prepared the Secondary Education Sector Development Plan (SESDP) for
the period of 2000-2010. Secondary (grades 9 to 10) and higher secondary (grades 11 to 12) will
be merged into one structure of grades 9 to 12.

74. The proposed Loan and TA Program in 2000-2002 includes the Teacher Training Sector
project in 2002 (PPTA in 2001). The project will complement the Secondary Education Sector
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Improvement project approved in 1999. The objective of the project is to assist the Government in
implementing necessary reforms, expansion, and improvement in the secondary teacher training
system. Based upon the Teacher Training Master Plan to be prepared under the PPTA, the
project will assist the Government in (i) expanding pre- and in-service teacher education at the
Teacher Training Colleges and Higher Secondary Teacher Training Institutes; and (ii) improving
the quality of teacher education. In addition, the project will train more female secondary teacher
educators and secondary school teachers.

3. Urban Development

75. The continued productivity of urban areas is contingent upon the availability of urban
infrastructure and services. However, the growth of urban areas in Bangladesh has consistently
been faster than the growth of infrastructure and services. Most urban areas have no
underground drainage system and suffer from waterlogging problems. Road systems are
insufficient with no regular and routine maintenance program being undertaken. Public facilities
including markets, public health, solid waste management, and basic services for the urban poor
do not meet the demands of the communities. Slums are large and growing. The key sector
concerns in the area of urban development are poor living conditions and environmental
degradation (especially air pollution in major cities), weak institutional policy and regulatory
frameworks for urban development planning and management, and inadequate revenue
generation and expenditure allocation policies and mechanisms.

76. ADB assistance in this subsector is mainly to secondary towns. The operational focus is
on (i) improving decentralization and strengthening the local government's capacity to deliver
quality services in a sustainable manner; (ii) ensuring sustainability in the delivery of urban
services through strengthening urban management capacity, particularly improving financial
revenue generation; (iii) supporting community and private sector involvement in urban services;
(iv) improving the living conditions of the urban poor; and (v) addressing urban environmental
issues. An urban sector strategy is being prepared in 1999 to elaborate and update ADB’s
approach.

77. The recent performance of ADB’s urban development projects is not satisfactory. In two
ongoing projects, the progress on policy reform and financial management improvement is poor,
and further investment will depend upon an improvement in this situation. The Third Urban
Sector Development project will only be processed in 2000 if there is progress in sector reform.
The project aims to: (i) strengthen the capacity of municipalities; (ii) further develop the
institutional and legislative framework; (iii) mobilize greater resources for municipalities; and
(iv) implement improved and expanded urban infrastructure development and the delivery of
urban services. The Third Water Supply and Sanitation project is in ADB’s 2001 pipeline
(PPTA in 2000). The project aims to: (i) strengthen the capacity of municipalities in greater
resource mobilization and improved financial management and operation and maintenance; and
(ii) implement improved and expanded water supply and on-site sanitation systems in about ten
secondary towns. The project will build on the experiences learned from previous projects in the
sector, and will attempt to introduce private sector involvement.

4. Environment

78. ADB’s support to environment to date has been primarily in forestry, and in secondary
towns flood protection and municipal services. The major environment sector issues are (i)
capacity building for environmental planning and management, including policy reform, and
legislation and regulation strengthening; (ii) building awareness and commitment to
environmental issues of Government line agencies and civil society; (iii) promoting the
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participation of communities and civil society in sustainable management of the environment;
(iv) urban environmental improvement, including sanitation, drainage, water and air pollution
control, and solid waste management; and (v) supporting the practical application of appropriate
alternative, renewable energy technologies.

79. Since the sector management and institutional issues are being well supported under the
SEMP (para. 20) by UNDP and several other donors, ADB’s operational program will continue to
address critical environmental concerns through its sectoral development programs, such as in
urban infrastructure (e.g., water supply and sanitation, solid waste management) and flood
protection of secondary towns. Institutional, legislative, and policy reforms, as well as community
participation in planning and implementation of investments, will be important features of ADB’s
assistance. A second phase of the Secondary Towns Flood Protection project is included in
2002, with a PPTA planned in 2001. Approval of the TA is subject to the Government’s ability to
implement the necessary reforms to ensure sustainability of the investment projects.

80. An ADTA for Use of Renewable Energy Resources in Rural Areas  is included in 2001,
to build upon the pilot projects carried out by the Local Government Engineering Department and
Ministry of Science and Technology. The project will seek to replicate the application of
renewable energy schemes in rural areas, such as biogas and solar energy, involving
participation of communities and NGOs; provision of financing schemes; and establishment of the
institutional and policy framework required to support the program. If successful, a PPTA and an
investment project will follow. The Government has also requested support to mitigate air
pollution in metropolitan areas and also on natural resource conservation. As other donors are
also working in this area, ADB’s assistance will be prepared after consultations with them to avoid
duplication. Subject to this, an ADTA on Urban Transport Pollution Control Study  will be
processed in 2002, to develop technical options and the institutional and policy reforms required
for reducing polluting vehicle emissions.

81. A long-term operational strategy study for the environment is being prepared and is
scheduled for completion in 1999. The paper will build on past environmental economic and
sector work and ADB operational experience to provide a strategic framework for ADB support in
the next 5-10 years.

D. Governance Dimensions of ADB Operations

82. In the past, ADB’s intervention in the governance area has been mainly indirect through
policy dialogue and through the capacity-building components of projects. ADB will gradually
move from this indirect approach to providing direct financial and technical assistance to address
governance issues.

83. ADB’s approach and operations in this crucial area will be finalized through the
governance strategy that will be prepared in 1999 . It will focus on (i) helping the Government
to develop core administrative capacity, including the identification of national priorities,
establishment of realistic policies, and effectively implementing these policies; (ii) public
enterprise reform and changing the role of government from that of being solely responsible for
growth to that of a catalyst or facilitator for private sector-led growth; (iii) strengthening anti-
corruption efforts by government and civil society; and (v) strengthening the Government’s
development  partnership with NGOs and the private sector. The strategy will be developed in
close coordination with other donors active in the field.

84. Given the difficult climate for governance reform indicated in paras. 23-27, ADB will
support governance activities at different levels. At the country level, ADB will join other donors to
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urge all political actors to ensure stability as the only basis for sustained growth and development.
The overall issue of general governance reforms will also be taken up in collaboration with other
donors. The objective will be to try and reach an understanding with the Government on initiating
substantive reform in some key priority areas, such as public administration, SOE management,
public expenditure management, and audit and legal reforms. These could then be supported by
donors according to their interest and comparative advantage.

85. ADB will continue to seek opportunities for cross-sectoral as well as
sector-specific interventions. One such opportunity is to support the Government’s
decentralization initiatives, by providing assistance for strengthening the administrative and
financial capacity of local government in the rural areas. Subject to the success of some ongoing
pilot projects, a PPTA on Capacity Enhancement of Local Government (in the rural areas) is
proposed for 2002, to be followed by an investment project to replicate the approaches over a
wider area. Similarly, subject to the outcome of an ongoing pilot TA, a second ADTA on Capacity
Building on Urban Governance  is proposed for 2000 that will assist in the development of more
contemporary legislative and institutional frameworks for urban governance by local authorities.

86. A loan for the Land Administration Reform project will be processed in 2001. Outdated
land administration methods are well known as one of the most important sources of corruption.
The project will initiate a long-term countrywide restructuring of land administration systems in
Bangladesh and will lead to better land markets, valuation and taxing, less litigation, and reduce
corruption.

87. An ongoing ADTA for strengthening the institutional capacity of the Bangladesh Bureau of
Statistics to compile reliable, relevant, and timely national accounts estimates is nearing
completion. Further support is envisaged through a follow-up ADTA in 2001, depending on the
progress in implementation of the current project.

E. Gender Dimensions of ADB Operations

88. It is important to increase mainstreaming of gender issues in ADB operations. All projects
in the lending program for 2000-2002 will seek to specifically address gender issues, in their
particular context, and identify opportunities to enhance gender equity. More specifically, as a
number of evaluations have shown, women will be the main beneficiaries from a number of
microfinance projects: Rural Livelihood II and similar components in projects such as Northwest
Agriculture Development and Chittagong Hill Tracts Rural Development.  Women will also be the
major participants in the Nonformal Education project.

F. Private Sector Operations

89. The COS emphasizes private sector-led growth as one of the key strategies for poverty
reduction in Bangladesh. The Government’s Fifth Five-Year Plan also supports a similar
approach. Accordingly, ADB will strengthen its operations to promote private sector development
in Bangladesh. ADB’s strategy is to (i) improve the policy framework for private sector
involvement in each sector, as part of ADB’s policy dialogue in public sector operations; (ii) make
more room for the private sector by encouraging privatization of SOEs, and finding innovative
ways to bring in the private sector as providers for infrastructure and other hitherto publicly
provided goods; and (iii) act as a catalyst for private foreign financing to mitigate perceived
country risk, either by direct investments and loans, or by use of ADB’s guarantee facility.

90. ADB is considering a cluster TA for Private Sector Development in 2000 and a follow-up
TA in 2002, which may include assistance to Chambers of Commerce, Institute of Chartered
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Accountants of Bangladesh, and government agencies concerned, such as the Privatization
Board. Through its private sector operation, ADB is also considering assisting a rural power plant
of 75 megawatts proposed by the Rural Electricity Board in 2000. ADB has also received
requests to finance Meghnaghat Stage II  and the Mymensingh station  of the Rural Power
Company.

91. For the longer term, ADB is considering diversification of its strategy in the private sector
and is prepared to assist smaller projects provided they are financially viable and have significant
development impact. According to private sector parties and financial institutions, there is urgent
need for long-term funding for smaller projects in the amounts of $500,000 to
$3 million in various sectors such as telecommunications, gas, transportation, and small power
plants. As the direct processing of such small projects is not cost-effective for ADB, one way to
address this need could be the establishment of a private equity fund. This fund could be
managed by a leading merchant bank and could make equity investments in smaller projects that
ADB would be unable to assist directly. This possibility will be explored further. For projects with a
total project cost of around $25 million and above, ADB may still provide direct assistance.

IV. Regional Cooperation

92. The globalization of world economies has greatly intensified international competition and
has, at the same time, given rise to a new wave of regionalism. Geographical proximity, economic
complementarity, political commitment, policy coordination, and infrastructure development are
factors conducive to formation of such groupings. Subregional economic cooperation, as one
form of coordination, could offer the South Asian countries significant potential benefits. However,
realizing this potential has been difficult because of continuing political tensions in South Asia. In
1997, Bangladesh, Bhutan, India, and Nepal agreed to establish the South Asian Growth
Quadrangle (SAGQ), which will operate within the South Asia Association for Regional
Cooperation (SAARC) framework. Given their development potential, the focus was to be on six
sectors, including energy; multi-modal transport and communication, trade and investment
facilitation and promotion, tourism, and natural resource utilization and environment. It was
agreed to proceed on a project-by-project building-block approach, covering bilateral as well as
multilateral cooperation. Progress has however been slow because of international and domestic
political preoccupation with other issues.

93. Examples of subregional cooperation projects include the ongoing regional technical
assistance (RETA) for power exchange between Bangladesh and India and a proposed RETA
designed to boost rail traffic between these two countries. Initiatives in the gas sector can build on
an earlier RETA for the Regional Gas Conference on Natural Gas Supplies to South Asia and on
TA for gas sector masterplans (including imports) for Bangladesh and India. ADB is also working
with the governments in all four countries, to identify high priority projects that lie within national
boundaries but which offer potential subregional benefits. As an example, ADB has approved at
end-1998 a TA providing support for the upgrading of the north-south transport corridor in West
Bengal (India). The Regional Roads Project (2002) will also strengthen regional road links. A
further RETA is also being planned to examine the potential of the non-tradable and service
sectors for broadening the subregional initiatives among SAARC countries. ADB is working
closely with the Chambers of Commerce and Industry of the four countries to strengthen their
advocacy role in subregional cooperation and to promote closer cooperation among the private
sector groups in the four countries.
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V. Donor Activities and Aid Coordination

94. Bangladesh continues to depend considerably on external aid for financing development
expenditures. The contribution of external assistance is 54 percent of total development
expenditure. Current projections indicate that even with significant improvements in public
finances, aid will continue to be needed for at least the next decade. The effective utilization of
this aid is an important fiscal issue for Bangladesh. The current outstanding balance as of
31 December 1998 was about $6.1 billion and average annual disbursement is $1.5 billion. There
is clearly considerable scope for improving aid utilization. Joint donor efforts to improve utilization
are being intensified, as in the recent joint ADB-World Bank Country Portfolio Review Mission.
This is a good example of effective donor coordination in Bangladesh.

95. Donors also collaborated very closely in their response to the 1998 floods, where an
intensive effort was made to avoid duplication and ensure a common stance on the rigorous
evaluation of needs. The local sector consultative groups continue to meet regularly and to
coordinate donor activity. There is a well-identified need to bring the Government more into these
meetings and efforts in this area need to be increased. On the whole, donor coordination is
excellent, and occasional differences at the individual and sector level, which do arise, do not
significantly detract from the general spirit of cooperation. In particular, ADB’s cooperation with
the World Bank has increased significantly, especially in the energy sector.

VI. Cofinancing and Catalyzing External Resources

96. Mobilizing additional resources for Bangladesh’s development continues to be a major
objective of ADB. ADB’s average leverage ratio4 from 1995 to 1998 is 44 percent, in line with the
projection made in last year’s CAP. ADB will continue the approach set out last year to bring in
real additionality by identifying new sources of cofinancing. The major source of cofinancing for
Bangladesh is still official finance. Commercial cofinancing is still difficult to obtain in the current
state of the market and perceived country risks. There may be opportunities for increased use of
ADB’s credit enhancement facilities to access commercial financing in key sectors such as
energy, telecommunications, and some transport infrastructure. This approach is being
developed for the Meghnaghat Power Generation project, which is an operation that includes a
complementary financing scheme and a partial risk guarantee. The Government has not shown
much interest in export credit cofinancing so far. This is an area for future development. In
mobilizing nonconcessional finance, it is important to ensure that it does not adversely affect the
country’s debt service capacity.

VII. ADB’s Operational Program

97. With the approval of the board paper on graduation policy, Bangladesh has been
reclassified from being a group “A” country eligible only for concessional Asian Development
Fund (ADF) resources, to a “B1” country, also eligible for limited ordinary capital resources (OCR)
lending. As such, and on the basis of past trends and the proposed program, the level of ADF
resources should be about $350 million per annum. OCR lending should supplement ADF
lending. At the same time, the level of OCR lending must be such that it ensures a stable balance
of payments and matches the debt-service capacity of the country. Preliminary analysis shows
that with other factors remaining the same, an OCR lending program of $200 million over the next

                                                       
4 Leverage ratio: total cofinancing from all public and private sources/total ADB lending to public and private sector

projects.
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three years will not seriously affect the country’s debt-service position. In general, OCR loans will
be provided for projects with revenue generation capacity. OCR loans may be provided on a
stand-alone basis or as a blend with an ADF loan. The first proposed OCR loan ($75 million) after
reclassification of Bangladesh will be for the Dhaka Power Upgrade Project (1999). To assist the
Government in developing more detailed policies and guidelines for utilization of OCR and similar
non-concessional borrowing, ADB will provide a TA in 1999.

98. The 2000–2002 loan program stands at $1,315 million, consisting of  $255 million OCR
and $1060 million ADF financing. The proposed 2000–2002 loan and TA program is provided in
Appendix 4. The loan program incorporates 12.5 percent overprogramming. The strong focus on
policy reform makes it increasingly difficult to predict the progress in project processing, and
therefore some overprogramming is needed to allow changes to be made as necessary.

99. This lending scenario is consistent with the annual lending level proposed in para. 97, and
is in line with the approach indicated in the Board paper on the allocation of ADF resources.
Since 1990, Bangladesh has received about one fifth of ADB’s total ADF resources. It is expected
that this level will be maintained, subject to the general approach that the ADF allocation for a
country should reflect that country’s performance in terms of the effort made by the Government
to strengthen policies and institutions. Higher allocations could be provided if country
performance warrants a higher lending level. The actual lending level for Bangladesh will be
determined by a number of factors such as (i) performance at the country level in terms of key
indicators (which could include progress on governance and portfolio performance);
(ii) performance and reform in the sectors where loans are proposed; and (iii) agreement on
policy and situational reform in the specific project.

100. So far, performance-based assessment has been operationalized mainly at the sector
level: sectors where reform has been successful (power, railways) continue to receive strong
ADB support. Conversely, where progress is not satisfactory, the scope of ADB assistance is
being reduced (forestry), and operations in the pipeline put on hold (urban infrastructure). The
performance of a sector has been one of the major criteria for its inclusion or exclusion in the new
COS for Bangladesh.

101. The project mix by sector and strategic objective is shown in Appendix 5 and is consistent
with the COS focus on poverty reduction. Poverty reduction is the first or secondary objective in
11 proposed projects. The three human resources development-oriented projects will also have a
beneficial effect on poverty reduction.

102. The operational program is presented below.
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 Table 1: Lending and Technical Assistance Program, 1998-2002
 
 A. Public Sector Lending Program

  1998 (Actual)  1999  2000  2001  2002
  (No.)  ($ million)  (No.)  ($ million)  (No.)  ($ million)  (No.)  ($ million)  (No.)  ($ million)

           
 Lending Program a  3  183.6       3*  410.0  6*  360.0  7*  425.0  6*  530.0
 ADF  3  183.6      3  235.0        6  240.0      7  340.0       6  480.0
 OCR  0  0.0      1  75.0       2  120.0      2  85.0       1  50.0
           
 Lending Pipeline b         4*  460.0  6*  360.0  7*  425.0  6*  530.0
 ADF        4  275.0      6  240.0      7  340.0       6  480.0
 OCR        2  135.0      2  120.0      2  85.0       1  50.0
 
 B. Technical Assistance Program

  1998 (Actual)  1999  2000  2001  2002
  (No.)  ($’000)  (No.)  ($’000)  (No.)  ($’000)  (No.)  ($’000)  (No.)  ($’000)

           
 TA Program a  13  16,990.0  15  10,900.0*  13  8,100.0  11  6,550.0  10  5,600.0
 TA Pipeline b      13  8,100.0  11  6,550.0  10  5,600.0
 
 a The Program is comprised of the firm projects.
 b The Pipeline consists of the firm projects and standby projects.  In 2001 and 2002, there is no distinction between firm and standby

projects.

 * Blend loans are counted as one.

VIII. Economic and Sector Work Program

103. One of the important features of the COS is its emphasis on long-term involvement. For
the 15 selected subsectors, the COS proposes to provide, on average, three back-to-back
projects over the next ten years or so. Sector studies are essential for these sectors. The focus of
the studies will be to update ADB’s understanding on the current issues of the subsector and
identify the most effective areas for intervention. The new set of studies will make a
comprehensive reassessment of the constraints and lessons learned from ADB’s past operations
in the subsector. The study will also identify ADB’s subsector strategy and priorities. Policy
reforms, institutional developments, and investment agenda for several consecutive projects in
the next ten years will also be identified by the study.

104. The long-term sector operational strategy studies to be initiated in 1999 include
governance, private sector development, environment, capital market, road transportation,
crop/agribusiness credit, secondary education, urban development, and water resource
management.  The studies to be initiated in 2000 include energy, railways, microfinance, urban
primary health, and basic education.

105. Besides these studies, the economic and sector work also includes preparation of the
Country Economic Review and country chapter of the Asian Development Outlook, a study of the
trade and investment regime, and a poverty assessment and intervention strategy for ADB.

IX. Local Cost Financing

106. Bangladesh’s current resource position remains inadequate to support the high state of
growth required to significantly reduce poverty. While the need for increased resource
mobilization remains the subject of a continuing dialogue with donors, for the present, significant
external resources are required to maintain growth. The average local cost financing in 1998 was
$148 million or 58 percent of total lending. This was due to the very high local costs of the three
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projects approved in that year: Sundarbans Biodiversity Conservation, Rural Livelihood, and
Flood Damage Rehabilitation. In line with the poverty reduction objective of the COS, the lending
program for 2000-2002 includes a high proportion of rural, microcredit, and social infrastructure
projects with low foreign exchange costs. There is therefore a clear justification for ADB to
continue financing a reasonable proportion of local costs.
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BANGLADESH
COUNTRY PERFORMANCE INDICATORS

Item FY1994 FY1995 FY1996 FY1997 FY1998 FY1999d

A. Income and Growth a

1.  GDP per Capita (dollars, current) 285.0 314.0 330.0 333.0 337.0 n.a.
2.  GDP Growth (%, in constant prices 89/90) 3.8 5.8 4.6 5.4 5.2 4.8
        Agriculture -0.8 -0.6 3.4 6.1 3.0 3.5
        Industry 6.1 10.0 6.6 5.6 8.3 5.8
        Services 4.4 7.0 4.2 4.8 4.6 5.7

B. Savings and Investment (current market prices) (percent of GDP)
1.  Gross Domestic Investment 18.6 18.8 20.4 20.3 20.4 20.5

2.  Gross National Saving b 19.8 19.3 18.1 19.9 19.8 19.0

C. Money and Inflation (annual percent change)
1.  Consumer Prices (annual average)  c 3.3 8.9 6.6 2.6 7.0 9.0

2.  Broad Money (M2) 15.4 16.0 8.2 10.8 10.1 12.0

D. Government Finance (percent of GDP)
1.  Total Revenue 9.1 9.4 9.4 9.7 9.7 9.5
2.  Total Expenditure 13.9 14.7 14.3 14.2 14.0 14.3
3.  Overall Surplus/Deficit (-) -4.8 -5.3 -4.9 -4.5 -4.3 -4.8

E. Balance of Payments
1.  Merchandise Trade Balance (% of GDP) -4.9 -6.3 -7.6 -6.8 -5.7 -7.5
2.  Current Account Balance (% of GDP)  -0.3 -1.8 -3.2 -1.3 -0.6 -2.5
3.  Export ($) growth (annual percent change) 6.3 37.1 11.8 14.0 16.8 2.7
4.  Import ($) growth (annual percent change) 2.9 39.2 17.9 4.1 5.1 9.5

F. External Payments Indicators
1.  International Reserves (billion dollars,end of period)  2,770.4       3,085.1       2,037.4       1,718.6       1,750.7       1.5

     -  months of imports 8.2 6.3 3.6 2.9 2.8 n.a.
2.  External Debt Service (% of exports of goods & services) 11.6 10.3 12.1 11.4 n.a. n.a.
3.  External Debt (% of GDP) 43.5 39.3 39.1 38.5 n.a. n.a.

Memorandum Items:

GDP (current prices, billion Taka) 1,342.4       1,512.1       1,648.4       1,765.4       1,938.3       2,104.8   
GNP (current prices, billion Taka) 1,384.7       1,558.6       1,698.0       1,810.6       1,989.2       n.a.
Exchange Rate (Taka per dollar, annual average) 40.0 40.2 40.9 42.7 46.3 48.5
Population (million) 117.7 119.9 122.1 124.3 126.5 n.a.

a The Government set up an independent Task Force in May 1996 to review the National Accounts.It appears that the accounts were 
     flawed by inadequate coverage,outdated  coefficients and methodological weaknesses. On the basis of the recommendations of the 
     Task Force and advice of experts at home and abroad, the accounts have been rebased to FY1989/90.These have been adopted 
     for use by the International Monetary Fund and the World Bank. The Government is reviewing them prior to official approval.
b Gross national saving = GDP at current market prices less consumption plus net  factor income from abroad plus net private transfers from abroad.
c At FY1985/86 = 100, consumer price index, National.
d Provisional estimate.
Note : Fiscal year for Bangladesh is from 1 July to 30 June, e.g., FY1997/98 figures cover the dates 1 July 1997 to 30 June 1998.
Sources:  Bangladesh Annual Economic Update 1997 .
                Economic Indicators , Office of Resident Representative, IMF, 8 June  1998.  
                Bangladesh Bureau of Statistics.
                Ministry of Finance, Economic and Relations Division, "Memorandum for Bangladesh Development Forum 1999-2000".

ECONOMIC INDICATORS
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1985 1990 Latest Year

Total Population (millions) 97.5 109.6 125.6(1997)
Annual Population Growth Rate (% change) 2.1 2.0 1.8

Total Fertility Rate (births per woman) 4.7 4.3 3.4
Maternal Mortality Rate (per hundred thousand live births) - - 449.0
Infant Mortality Rate (below 1 year; per '000 live births) 112.0 92.0 78.0
Life Expectancy at Birth (years) 55.0 56.0 58.0

Female 56.0 55.7 58.1
Male 55.0 56.5 57.6

Adult Literacy (%) 33.0 35.3 47.3
                      Female 18.0 25.8 38.1
Primary School Enrollment (% of school age population) 63.0 76.0 95.0

Female 43.8 70.0 94.0
Secondary School Enrollment (% of school age population) 17.0 19.0 38.0

Female 10.0 14.0 -
Child Malnutrition (% of under age 5) - 64.2 -
Population Below Poverty Line (%) - 47.5 47.5

Income Ratio of Highest 20% to Lowest 20%a - 4.0 -

Population with Access to Safe Water (%)b - 80.0 -

Population with Access to Sanitation (%)c - 63.0 -

Public Education Expenditure as % of GNPd 1.8 1.8 2.3

Public Health Expenditure as % of GDP 0.7 0.9 1.3

Human Development Index 0.3 0.189e 0.4

Human Development Ranking 108.0 147.0 147.0

Forestry
   Forest Area (thousand sq km) - - 10

   Extent of Forest and Woodland (% of total land area) 9.5(1980) 11.3(1990) 13.2(1993)

   Annual deforestation (sq. km.) - - 88.0(1990-95)

   Annual deforestation (average % change) - - 0.8(1990-95)

Biodiversity
   National Protected Areas (%) - 0.7(1990) .8(1997)

Land Use
   Per Capita Crop Land (ha) 0.1(1983) 0.1(1990) 0.1(1994)

   Cropland (% of land area) 70.0 - 67.0

   Permanent  Pasture (% of land area) 5.0 - 5.0

Water Pollution
   Emissions of organic water pollutants(kg/day) 66,700.0 - 171,00.0(1993)

Global Environmental Problems
   CO2 emissions (total metric tons) 7.6 20.9(1993)

                                 (per capita metric tons) 0.1 .15 (1982) 0.2(1993)

Energy Efficiency of Emissions
   Per Capita Commercial Energy Consumption (Giga joules) - 3.0(73-93) 3.5 (1995)

   Traditional fuel use (% of total energy use) 67.8 - 49.9

   GDP per unit of energy use (1987$ per kg oil equivalent) 4.5 - 3.0
a Refers to expenditure ratio.
b Percent of households with either tap or tube well water source.
c Refers to % of households.
d Percent of GDP for FY1984/85 and FY1989/90.
e Human Development Index and Rank may not be comparable in different years since statistical administration and 

 research bodies seek to update or improve their estimates using new sources of data such as censuses and 
 surveys as indicated in the Human  Development Report 1997 of UNDP.

Sources:
Bureau of Statistics, Statistical Yearbook 1995 .
World Bank, World Development Indicators 1998 .
UNDP, Human Development Report 1998 .
World Resources, 1998-99 (variuos issues).
Primary Mass Education Division, PMED, Government of Bangladesh.
Ministry of Finance, "Memorandum for Bangladesh Development Forum 1999-2000".

BANGLADESH
COUNTRY PERFORMANCE INDICATORS

ENVIRONMENTAL INDICATORS

SOCIAL INDICATORS

POPULATION  INDICATORS



  28  
Appendix 2, page 1

PORTFOLIO PERFORMANCE
Table 1 :   Implementation, Disbursement Performance and Postevaluation Results

Public Sector Projects only
(as of 31 December 1998)

 Rating (No.)  
a

     A. Project Portfolio Implementation Progress Development Objectives
 % No. % HS S PS U HS S PS U

        Agriculture and Natural Resources 23.7 14 38.9 0 13 0 1 0 13 0 1

        Energy 20.4 4 11.1 0 3 1 0 0 4 0 0

        Finance & Industry 3.5 1 2.8 0 1 0 0 0 0 1 0

        Social Infrastructure 27.8 12 33.3 0 10 1 1 0 11 1 0

        Transport and Communications 20.0 4 11.1 0 4 0 0 0 4 0 0

        Others/Multisector 4.6 1 2.8 0 1 0 0 0 1 0 0
Total 100.0 36 100.0 0 32 2 2 0 33 2 1

     B. Disbursements OCR

       (1) Total funds available for withdrawal ($ mn, active loans only)
       (2) Disbursed amount ($ mn, cumulative, active loans only)
       (3) Percentage disbursed [(2)/(1)] (%)
       (4) Disbursements ($mn, active loans only, latest year)
       (5)  Disbursement ratio  (%) b

     C.  Net Transfer of Resources  ($ million) OCR Total

          Net transfer in 1995  
          Net transfer in 1996  
          Net transfer in 1997
          Net transfer in 1998

     D.  Post-Evaluated Projects (By year of approval)
         1. Postevaluation Rating (as of 31 December 1998) No. % No. % No. % No. %

              Rated Generally Successful   (GS) 4 28.6 11 39.3 2 66.7 17 37.8

              Rated Partly Successful   (PS) 8 57.1 15 53.6 1 33.3 24 53.3

              Rated Unsuccessful   (US) 2 14.3 2 7.1 0 0.0 4 8.9

              No Rating (NR) 0 0.0 0 0.0 0 0.0 0 0.0
Total 14 100.0 28 100.0 3 100.0 45 100.0

    
         2.  Postevaluation Rating by Sector  GS PS US NR Total

              1968-98 (as of 31 December 1998) No. % No. % No. % No. % No. %

             Agriculture and Natural Resources 10 58.8 10 41.7 1 25.0 0 0.0 21 46.7

             Energy 4 23.5 3 12.5 0 0.0 0 0.0 7 15.6

             Industry & Finance 1 5.9 4 16.7 2 50.0 0 0.0 7 15.6

             Social Infrastructure 0 0.0 6 25.0 0 0.0 0 0.0 6 13.3

             Transport and Communications 2 11.8 1 4.2 1 25.0 0 0.0 4 8.9

             Others/Multisector 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Total 17 100.0 24 100.0 4 100.0 0 0.0 45 100.0

    

a   HS:  Highly satisfactory; S: Satisfactory; PS:  Partially satisfactory; U:  Unsatisfactory 
b   Ratio of disbursement during the year over the undisbursed net loan balance less cancellations at the beginning of the year.  Effective loans during the year have

    also been added  to the beginning balance of undisbursed loans.

$ million 

19.1

2,305.4
1,094.5

47.5
230.5

19.1

2,305.4
1,094.5

47.5
230.5

BANGLADESH

Net Loan Amount Total

TotalADF

546.9
470.7

80.7
640.9
460.7

0.0

105.5

2,305.4

0.0
0.0
0.0

0.0

ADF

(0.3) 208.3 208.0
(0.3) 227.1 226.8
(0.2) 113.0 112.7
(0.2) 146.2 146.0

 1968 - 1977  1978 - 1987 1988 - 1998 1968 - 1998



Table 2:  Status of Project Implementation
Public Sector Projects Only
(As of 31 December 1998)

Net Loan Amount Approval Effectivity Closing Date Physical Cum Contract Cummulative Project Performance Rating   b 

Sector  
a

Project Title OCR ADF Date Date Original Revised Progress Awards Disbursement Implementation Development
($ million) (mm/yy) (mm/yy) (mm/yy) (% complete) ($ million) ($ million) Progress Objective

AGR Horticulture Development 0.0 25.5 Dec 89 Jul 90 Sep 97 Sep 99 92 19.8 20.0 S S
AGR Northeast Minor Irrigation 0.0 24.6 Nov 91 Dec 92 Sep 98 Jun 99 92 20.8 21.3 S S
AGR Second Bhola Irrigation 0.0 32.1 Feb 92 Dec 92 Dec 97 Jun-99 96 25.5 26.6 S S
AGR Rural Poor Cooperative 0.0 25.6 Dec 92 Apr 93 Oct 98 - 98 22.7 22.9 S S
AGR Second Rural Infrastructure Development 0.0 84.4 Dec 92 Mar 93 Sep 99 - 88 62.4 68.9 S S
AGR Khulna-Jessore Drainage Rehabilitation 0.0 50.6 Dec 93 Apr 94 Dec 99 - 34 12.7 14.2 U S
AGR Coastal Greenbelt 0.0 22.1 Mar 95 Jul 95 Dec 02 - 33 6.2 6.0 S U
AGR Small-Scale Water Resources Devt Sector 0.0 29.7 Sep 95 Apr 96 Dec 02 - 25 5.7 6.5 S S
AGR Command Area Development 0.0 28.6 Nov 95 Jan 96 Jun 01 - 29 8.3 11.0 S S
AGR Forestry Sector 0.0 48.8 Nov 96 Jan-98 Jun 04 - - 4.5 1.7 S S
AGR Participatory Livestock Development 0.0 20.2 Jun 97 Dec 97 Jun 03 - 4 0.0 1.8 S S
AGR Third Rural Infrastructure Development 0.0 71.7 Nov 97 Jul-98 Jun 05 - - 0.3 4.1 S S
AGR Rural Livelihood 0.0 45.2 Sep 98 - Jun 05 - - 0.0 0.0 S S
AGR Sundarbans Conservation 0.0 38.0 Nov-98 - Dec 06 - - 0.0 0.0 S S

ENE Eighth Power 0.0 187.1 Jul-89 Dec-89 Dec-93 Jun-99 90 176.4 162.9 PS S

ENE Third Natural Gas Development 0.0 108.1 Dec-93 Mar-94 Dec-99 - 65 43.4 24.9 S S

29

ENE Rural Electrification 0.0 44.7 May-95 Oct-95 Jun-99 - 35 42.5 11.9 S S
ENE Ninth Power 0.0 130.8 Dec-96 Jul-97 Jul-01 - 12 7.2 4.2 S S

F&I Capital Market Development Program 0.0 80.7 Nov-97 Jan-98 Jun-01 - - 39.4 39.4 S PS

T&C Road Overlay Improvement 0.0 68.5 Dec 93 Mar 94 Sep 98 Jun 99 80 64.9 58.2 S S
T&C Jamuna Bridge 0.0 209.8 Mar 94 Aug 94 Jun 99 - 97 195.4 198.9 S S
T&C Jamuna Bridge Access Roads 0.0 69.6 Nov 96 Apr 97 Dec 01 - 15 40.7 16.5 S S
T&C Jamuna Bridge Railway Link 0.0 112.8 Oct 97 Mar 98 Dec 01 - 15 74.6 14.9 S S

SOC Secondary Towns Infrastructure Devt 0.0 42.6 Dec 90 Nov 91 Oct 96 Apr 98 99 40.7 41.2 S S
SOC Second Health and Family Planning Services 0.0 50.6 Jan 91 Oct 91 Dec 96 Sep-98 93 41.9 40.9 PS PS
SOC Higher Secondary Education 0.0 37.4 Nov 91 Mar 93 Jun 97 Dec 98 93 34.5 33.3 S S
SOC Dhaka Integrated Flood Protection 0.0 90.3 Nov 91 Jul 92 Jun 97 Jun 99 76 69.1 61.2 S S
SOC Bangladesh Open University 0.0 34.5 Aug 92 Nov 92 Dec 97 Dec 98 96 31.2 26.6 S S
SOC Secondary Towns Integrated Flood Protection 0.0 53.7 Dec 92 Mar 93 Jun 98 Mar-99 92 47.4 47.9 S S
SOC Second Water Supply and Sanitation 0.0 30.9 Nov 93 Jun 94 Sep 99 - 48 12.2 7.8 U S
SOC Secondary Towns Infrastructure Dev II 0.0 59.9 Sep 95 Apr 96 Sep 01 - 40 16.2 18.7 S S
SOC Nonformal Education 0.0 24.7 Sep 95 May 96 Jun 01 - 40 10.7 7.3 S S
SOC Second Primary Education Sector 0.0 101.3 May 97 Dec 97 Apr 03 - 10 9.9 7.1 S S
SOC Urban Primary Health Care 0.0 41.5 Sep 97 Mar 98 Jun 03 - 5 1.3 0.6 S S
SOC Secondary Education Development 0.0 73.5 Nov 93 Mar 94 Jun 00 - 75 60.7 65.1 S S

OTH Flood Damage Rehabilitation 0.0 105.5 Dec 98 - Jun 01 - - 0.0 0.0 S S

Total 0.0 2,305.4 1,249.0 1,094.5

BANGLADESH
PORTFOLIO PERFORMANCE
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External Source
($ million)

Loan/Credit TA Loan/Credit TA

A.  Multilateral Assistance
  Asian Development Bank 284.0                325.0
  European Economic Community 65.0                  40.0
  United Nations 83.0                  107.0

  World Bank 307.0                575.0
           Subtotal 739.0                1,047.0

B.  Bilateral Assistance 
  Canada 32.0                  24.0
  Denmark 22.0                  19.0
  Germany 58.0                  40.0
  Japan 304.0                299.0
  Netherlands 36.0                  40.0
  Norway 27.0                  18.0
  Sweden 17.0                  50.0
  United Kingdom 36.0                  26.0
  United States 67.0                  107.0
  Others 78.0                  200.0

           Subtotal 677.0                823.0
Total 1,416.0             1,870.0

Memo Items:
External Assistance as % of Current Expenditures 50% 57%
External Assistance as % of Capital Expenditures 57% 67%

Sources: Ministry of Finance.

BANGLADESH
OVERALL EXTERNAL ASSISTANCE

Past 3-5 Years
(annual average) 1998 Approvals

($ million)
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BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Strategic
Dev't Ob jectives  a Responsible Year of TOTAL Bank Gov't Cofinancin g

Primary Secondary Division PPTA OCR ADF Total (Others)

Agriculture and Natural Resources
1 Chittagong Hill Tracts Rural Development POV ECO AWAR 1999 tbd 0.0 50.0 50.0 20.0 tbd
2 Northwest Agriculture Development ECO POV AWAR 1999 tbd 0.0 40.0 40.0 20.0 20.0

Subtotal tbd 0.0 90.0 90.0 40.0 tbd

Energy
3 Gas Sector Development Program ECO - IWEN 1997/98 tbd 70.0 30.0 100.0 40.0 18.5b

Subtotal tbd 70.0 30.0 100.0 40.0 tbd

Finance and Industry
4 Long-term Financial Markets Development ECO - IWFI - tbd 50.0 0.0 50.0 20.0 tbd

Subtotal tbd 50.0 0.0 50.0 20.0 tbd

Social Infrastructure
5 Third Urban Development Sector ENV POV AWWU 1997 tbd 0.0 70.0 70.0 30.0 tbd

Subtotal tbd 0.0 70.0 70.0 30.0 tbd

Transport and Communications
6 Southeast Road Corridor Improvement ECO - IWTC - tbd 0.0 50.0 50.0 20.0 tbd

Subtotal tbd 0.0 50.0 50.0 20.0 tbd

Total tbd 120.0 240.0 360.0 150.0 tbd

a ECO = Economic Growth; ENV = Environmental Protection; and POV = Poverty Reduction.
b Islamic Development Bank ($15.0 million) and National Defense Fund ($3.5 million).
tbd = to be determined.

PROJECT COST ($ million)
Sector/Project Name

2000 LOAN PIPELINE
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LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Strategic
Dev't Objectives  a Responsible Year of TOTAL Bank Gov't Cofinancing

Primary Secondary Division PPTA OCR ADF Total (Others)

Agriculture and Natural Resources
1 Crop/Agribusiness Development ECO POV AWAR 2000 tbd 0.0 75.0 75.0 tbd tbd
2 Small-scale Water Resources Dev't Sector II ECO POV AWFN 1999 tbd 0.0 40.0 40.0 tbd tbd
3 Kalni-Kushiyara River Management ECO POV AWFN 1999 tbd 0.0 50.0 50.0 tbd tbd

Subtotal tbd 0.0 165.0 165.0 tbd tbd

Finance and Industry
4 Insurance and Pension Funds Development ECO - IWFI 2000 tbd 35.0 35.0 70.0 tbd tbd

Subtotal tbd 35.0 35.0 70.0 tbd tbd

Social Infrastructure
5 Land Administration Reform HD - AWWU 1998 tbd 0.0 30.0 30.0 tbd tbd
6 Third Water Supply and Sanitation ENV POV AWWU 2000 tbd 0.0 60.0 60.0 tbd tbd

Subtotal tbd 0.0 90.0 90.0 tbd tbd

Transport and Communications
7 Regional Rail Traffic Enhancement Program ECO - IWTC 2000 tbd 50.0 50.0 100.0 tbd tbd

Subtotal tbd 50.0 50.0 100.0 tbd tbd

Total tbd 85.0 340.0 425.0 tbd tbd

tbd = to be determined.

a  ECO = Economic Growth; ENV = Environmental Protection; HD = Human Development; and POV = Poverty Reduction.

2001 LOAN PIPELINE

BANGLADESH

PROJECT COST ($ million)
Sector/Project Name
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LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Strategic
Dev't Objectives  a Responsible Year of TOTAL Bank Gov't Cofinancing

Primary Secondary Division PPTA OCR ADF Total (Others)

Agriculture and Natural Resources
1 Rural Livelihood II POV - AWAR 2001 tbd 0.0 75.0 75.0 tbd tbd

Subtotal tbd 0.0 75.0 75.0 tbd tbd

Energy
2 Rural Power Transmission and Distribution ECO POV IWEN 2001 320.0 50.0 120.0 170.0 100.0 50.0

Subtotal 320.0 50.0 120.0 170.0 100.0 50.0

Social Infrastructure
3 Secondary Towns Flood Protection II ENV POV AWWU 2001 tbd 0.0 75.0 75.0 tbd tbd
4 Second Nonformal Education HD GAD AWEH 2000 tbd 0.0 50.0 50.0 15.0 tbd
5 Teacher Training Sector HD GAD AWEH 2001 tbd 0.0 60.0 60.0 15.0 tbd

Subtotal tbd 0.0 185.0 185.0 tbd tbd

Transport and Communications
6 Regional Roads ENV POV IWTC 2000 220.0 0.0 100.0 100.0 60.0 60.0

Subtotal 220.0 0.0 100.0 100.0 60.0 60.0

Total tbd 50.0 480.0 530.0 160.0 tbd

tbd = to be determined.

a  ECO = Economic Growth; ENV = Environmental Protection; GAD = Gender and Development; HD = Human Development; and POV = Poverty Reduction.

2002 LOAN PIPELINE

BANGLADESH

PROJECT COST ($ million)
Sector/Project Name
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Responsible Type
Sector/Project Name Division of TA Bank Others Total

Agriculture and Natural Resources
1 Crop/Agribusiness Development AWAR PPTA 800.0      0.0 800.0       
2 Supervision and Regulation of Microfinance Institutions AWAR ADTA 500.0      0.0 500.0       
3 Development Options of Ganges Dependent Area AWFN ADTA       600.0 0.0         600.0 

Subtotal 1,900.0   0.0 1,900.0    

Finance and Industr y
4 Capacity Building of SEC and Stock Exchanges II IWFI ADTA 600.0      0.0 600.0       
5 Insurance and Pension Funds Development IWFI PPTA 600.0      0.0 600.0       

Subtotal 1,200.0   0.0 1,200.0    

Trans port and Communications
6 Regional Roads IWTC PPTA 800.0      0.0 800.0       
7 Regional Rail Traffic Enhancement Program IWTC PPTA 800.0      0.0 800.0       

Subtotal 1,600.0   0.0 1,600.0    

Social Infrastructure
8 Capacity Building on Urban Governance AWWU ADTA       600.0 0.0         600.0 
9 Second Nonformal Education AWEH PPTA 600.0      0.0 600.0       

10 Third Water Supply and Sanitation AWWU PPTA 600.0      0.0 600.0       
11 Community Health Education AWEH ADTA 500.0      0.0 500.0       

Subtotal 2,300.0   0.0 2,300.0    

Others
12 Private Sector Development (cluster) IWFI ADTA 1,000.0   0.0 1,000.0    
13 Public/Private Partnership in Pollution Prevention ENVD ADTA 600.0      0.0 600.0       

Subtotal 1,600.0   0.0 1,600.0    

Total 8,600.0   0.0 8,600.0    

2000 TECHNICAL ASSISTANCE PROGRAM

BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Amount ($'000)
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Responsible Type
Sector/Project Name Division of TA Bank Others Total

Agriculture and Natural Resources
1 Sureshwar Water Resources Management AWFN PPTA 600.0      0.0 600.0       
2 Rural Infrastructure IV AWAR PPTA 500.0      0.0 500.0       
3 Rural Livelihood II AWAR PPTA       800.0 0.0         800.0 
4 Use of Renewable Energy Resources in the Rural Areas AWAR ADTA       500.0 0.0         500.0 

Subtotal 2,400.0   0.0 2,400.0    

Energy
5 Rural Power Transmission and Distribution IWEN PPTA 600.0      0.0 600.0       

Subtotal 600.0      0.0 600.0       

Social Infrastructure
6 Teacher Training Sector AWEH PPTA       600.0 0.0         600.0 
7 Secondary Towns Flood Protection II AWWU PPTA 750.0      0.0 750.0       

Subtotal 1,350.0   0.0 1,350.0    

Others
8 Strengthening Project Portfolio Performance II BRM ADTA 500.0      0.0 500.0       
9 Efficiency Enhancement of Fiscal Management II PW2 ADTA 500.0      0.0 500.0       

10 Improvement of National Accounts II EDSD ADTA 600.0      0.0 600.0       
11 Efficiency Improvement of Land Utilization AWWU ADTA 600.0      0.0 600.0       

Subtotal 2,200.0   0.0 2,200.0    

Total 6,550.0   0.0 6,550.0    

BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Amount ($'000)

2001 TECHNICAL ASSISTANCE PROGRAM
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Responsible Type
Sector/Project Name Division of TA Bank Others Total

Agriculture and Natural Resources
1 Institutional Strengthening of BWDB AWFN ADTA 600.0      0.0 600.0       
2 Supervision and Regulation of Microfinance Institutions II AWAR ADTA 300.0      0.0 300.0       

Subtotal 900.0      0.0 900.0       

Energy
3 Gas Sector Development Program II IWEN PPTA 600.0      0.0 600.0       

Subtotal 600.0      0.0 600.0       

Trans port and Communications
4 Ports Development II IWTC PPTA 600.0      0.0 600.0       

Subtotal 600.0      0.0 600.0       

Social Infrastructure
5 Fourth Urban Development AWWU PPTA       600.0 0.0         600.0 
6 Primary Education Sector III AWEH PPTA 600.0      0.0 600.0       
7 Second Urban Primary Health Care AWEH PPTA 600.0      0.0 600.0       

Subtotal 1,800.0   0.0 1,800.0    

Others
8 Private Sector Development II IWFI ADTA 600.0      0.0 600.0       
9 Urban Transport Pollution Control Study IWTC ADTA 500.0      0.0 500.0       

10 Capacity Enhancement of Local Government AWAR PPTA 600.0      0.0 600.0       
Subtotal 1,700.0   0.0 1,700.0    

Total 5,600.0   0.0 5,600.0    

BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Amount ($'000)

2002 TECHNICAL ASSISTANCE PROGRAM
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No. % No. %

I. By Type

A. Economic Growth 3 50.0 2 15.4

B. Projects Directly Aimed at Social Concerns 1 16.7 4 30.8

C. Projects Directly Aimed at Environmental Concerns 1 16.7 3 23.1
D. Economic Growth-oriented Projects with Social and/or 

Environmental Concerns
1 16.7 4 30.8

Total 6 100.0 13 100.0

II. By Sector

A. Agriculture and Natural Resources 2 33.3 4 30.8

B. Energy 1 16.7 1 7.7

C. Finance and Industry 1 16.7 1 7.7

D. Transport and Communications 1 16.7 2 15.4

E. Social Infrastructure 1 16.7 5 38.5

Total 6 100.0 13 100.0

Classification
2000 (Firm) 2001-2002

BANGLADESH
LENDING PROGRAM BY TYPE AND SECTOR, 2000-2002
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BANGLADESH

PROJECT PROFILE

1. Project Name:

Chittagong Hill Tracts Rural Development

3.  Devt. Objective:    Primary:       POV
          Secondary:  ECO

2. Sector/Subsector:

Agriculture and Natural Resources/
Irrigation Rural Development

4. Rationale:

Reduction of poverty of the rural population by increasing
incomes and employment through rural infrastructure
improvements and microenterprise development.

5. Beneficiary Participation/
Consultation Needs:

Beneficiaries will be consulted in the
formulation and implementation of the
Project.

6. Objectives and Scope:

Increase incomes and employment to alleviate poverty.

Possible components for the Project include (i) upgrading basic infrastructure such as market facilities, rural
roads, trails, small-scale water retention structures, drinking water supply; (ii) provision of microfinance to
enable the poor to improve their income generation capacity through development of microenterprises; and
(iii) strengthening the capacities of beneficiaries and implementing agencies in project design,
implementation, and O&M.

7. Estimated Cost & Financing Plan ($):

Loan Project Cost ($m):
Financing (Source) FC LC Total

Bank 50         0 50
Cofinancing tbd tbd tbd
Borrower   0 20 20
Total tbd tbd tbd

Remarks:

The Project will be similar in size and scope to
other ongoing Bank-financed rural
development projects in Bangladesh.

8. Estimated Benefits and Beneficiary Groups:

The main beneficiaries will be the rural poor inhabitants of the Chittagong Hill Tracts, including the districts
of Rangamati, Khagrachari, and Bandarban. Benefits will include increased farm and nonfarm income and
employment for men and women, particularly the poor, including the tribal people. Increased access to
markets for inputs, outputs, and rural services. Enhanced status of women and increased gender equity.

9. Executing Agency:

Ministry of Chittagong Hill Tract Affairs

10. Project Implementation Period:

Start:  2001
End:   2007

11. Environment Category:   B 12.  Processing Year:   2000
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BANGLADESH

PROJECT PROFILE

1. Project Name:
Northwest Agriculture Development

3. Devt. Objective:    Primary: ECO     Secondary: POV

2. Sector/Subsector:
Agriculture and Natural Resources/
Irrigation and Rural Development

4. Rationale:

The Northwest region is primarily rural and agriculture
based, with more than 80 percent of farmers in the small
and marginal category (owing less than one hectare of
land). The region enjoys an agroclimatic advantage in the
production of high-value crops, which it has not been able
to exploit because of poor communication and inadequate
agricultural inputs and services.

5. Beneficiary Participation/
Consultation Needs:

Required under the TA for social and
needs assessment, project design and
implementation, and O&M.

6. Objectives and Scope:

The recently completed Bangabandhu Bridge has connected the region to the rest of the country. The
Project aims to enhance incomes of the farming community in the region through supporting production of
high-value agriculture, marketing and agroprocessing by mobilizing private and NGO initiatives, and
establishing improved institutional support systems.

Possible components for the Project include, among others: (i) facilities to produce quality seeds and
planting materials; (ii) development of improved financial services for small and marginal farmers and
agri-enterprises; (iii) improved generation and dissemination of production technology and market
information; (iv) capacity building for farmer-entrepreneurs and support service providers; (v) investment in
storage, handling, and processing facilities; and (vi) establishment of an appropriate institutional and policy
framework.

7. Estimated Cost & Financing Plan ($):

Loan Project Cost ($m): 80.0
Financing (Source) FC LC Total

Bank 40       20 60
Cofinancing tbd tbd tbd
Borrower 0 20 20
Total tbd tbd tbd

Remarks:

The Project will be similar in size and scope to
other ongoing Bank-financed rural
development projects in Bangladesh.

8. Estimated Benefits and Beneficiary Groups:

The main beneficiaries will be the farming community of the 16 districts of the Northwest region. Additional
employment opportunities will be created in processing and horticulture marketing which will help the rural
poor. Benefits will include increased farm and nonfarm incomes and employment for rural men and women.
Increased access to markets for inputs, outputs, and rural services.

9. Executing Agency:

Ministry of Agriculture

10. Project Implementation Period:

Start:  2000
End:   2007

11. Environment Category:   B 12.  Processing Year:   2000
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BANGLADESH

PROJECT PROFILE

1. Project Name:
Gas Sector Development Program

3. Devt. Objective:    Primary: ECO     Secondary:

2. Sector/Subsector:
Energy/Natura Gas

4. Rationale:

The gas production and distribution in Bangladesh has so far
been limited to the East of the country. With the discovery of
substantial gas reserves by private sector production sharing
contractors, and the construction of the Bangabandhu Bridge
across the Jamuna River, it is now possible to make gas
available to the West of the country.

Since there is no gas-based industry in the West, it will take a
few years for the investment in the transmission and
distribution facilities to become financially viable. Hence,
there would be private sector interest in specific
infrastructure. This will need to be established by the public
sector.

5. Beneficiary Participation/
Consultation Needs:

The prime beneficiary(ies) will partake in
project design, and will be directly
responsible for implementation planning
and execution of the Project.

Consultants will carry out a social
distribution analysis of the economic
benefit of gas as fuel and will establish
the economic and financial viability for
extending the gas transmission grid.
Local and international consultants will
be engaged.

6. Objectives and Scope:

Program Component: Sector reform issues such as gas pricing, private sector participation, and institutional
reform.

Project Component: Gas grid expansion to cater for increased off-take from the Northern gas fields and
extending the natural gas transmission and distribution grid to the Western part of Bangladesh.

7. Estimated Cost & Financing Plan ($):

Loan Project Cost ($m):
Financing (Source) FC LC Total

Bank       100         0 100
Cofinancing tbd tbd tbd
Borrower   0 40  40
Total tbd tbd tbd

Remarks:

8. Estimated Benefits and Beneficiary Groups:
(i) Consumers of commercial energy in West Bangladesh. The Project will also enable Bangladesh to

reduce the disparity in economic growth between the Western and Eastern parts of the country and
more evenly provide access to the East country’s natural gas resources across the Jamuna river.

(ii) Immediate beneficiaries will be the power sector and its consumers, and industrial and household gas
consumers in the West zone. Ultimately, the population of Bangladesh will benefit from economic
exploitation of the country’s gas resources.

9. Executing Agency:
Ministry of Energy/Petrobangla/Gas Transmission Company
Limited (GTCL)

10. Project Implementation Period:
Start:  2000
End:   2003

11. Environment Category:   B 12.  Processing Year:   1999/2000
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BANGLADESH

PROJECT PROFILE

1. Project Name:
Long-term Financial Markets Development

2. Sector/Subsector:
Finance Sector/Capital Market Development

3. Dev. Objective:  Primary:  ECO  Secondary:

4. Rationale:
The banking sector is basically insolvent and
estimates of the outstanding loan portfolio in default
range from 30 to 50 percent. This is attributable
mainly to the financial status of the 4 nationalized
commercial banks (NCBs) and 8 development
finance institutions (DFIs), which hold about two-
thirds of the total loans outstanding. Many of the 15
private commercial banks (PCBs) are also in poor
financial status. A handful of well-managed newer
PCBs and a few major foreign commercial banks
(FCBs) are operating along sound banking principles.
At the same time there remains a robust demand for
term local currency lending, which is essential for the
development of private commercial activities.

5. Beneficiary Participation/
Consultation Needs:
Ministry of Finance, Securities and Exchange
Commission, and Investment Corporation of
Bangladesh will be consulted during TA
processing.

6. Objectives and Scope:
The proposed Project would (i) provide much needed term loans to industry; and (ii) instill and develop sound
term credit review practices among the newer PCBs through an arrangement with the foreign bank(s).

The Bank will lend OCR funds to Bangladesh Bank (BB) and BB will relend local currency for a period of up
to 10 years, including a grace period not exceeding 3 years, to the participating financial institutions (PFIs)
comprised of select newer PCBs and a FCB(s). The PFIs will sublend at market rates to borrowers for a
period of up to 8 years, including a grace period not exceeding 2 years.
The unique feature of this Project would be the emphasis on the transfer of practical term credit analysis skills
and practices from the well-established FCBs to the domestic PCBs.

7. Estimated Cost & Financing Plan ($):
TA Amount: $
Source:
Loan Project Cost ($m):

Remarks:

Financing (Source) FC LC Total
Bank 50   0 50
Cofinancing   0 tbd tbd
Borrower   0 20 20

      Total 50 tbd tbd

8. Estimated Benefits and Beneficiary Groups:

The primary beneficiary will be the industries and commercial undertakings, which are currently facing great
difficulty accessing term local currency funds. The secondary beneficiaries will be the PCBs, which will
develop in-house capability at term credit analysis.

9. Executing Agency:
Bangladesh Bank

10. Project Implementation Period:
         Start:  2000
         End:

11. Environment Category:  tbd 12. Processing Year:  2000
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BANGLADESH

PROJECT PROFILE

1. Project Name:

      Third Urban Development Sector Project

3.  Devt. Objective:    Primary:   ENV     Secondary: POV

2. Sector/Subsector:

Social Infrastructure/
Urban Development and Housing

4. Rationale:

 In secondary towns, people without access to urban service
range between 5 and 70 percent of the community, with the
majority being well below 50 percent. Inability to access
funding for investment, weak local governance, and outdated
national frameworks has contrived to constrain these services
at these very low levels.

5. Beneficiary Participation/
      Consultation Needs:

Stakeholders and NGOs will be invited
to participate in the design and
implementation of the Project, and its
subsequent operation. Public hearings,
workshops, and working groups will be
used to facilitate the participation.

6. Objectives and Scope :

The Project aims to achieve its objectives through (i) strengthening the capacity of municipalities,
(ii) further development of institutional and legislative frameworks, (iii) greater resource mobilization, and
(iv) the implementation of improved and expanded urban infrastructure development and the delivery of urban
services.

The scope covers:
(i) Capacity building of municipalities in financial management and O&M.
(ii) Policy reform to develop appropriate enabling frameworks.
(iii) Implementation of urban infrastructure and improved delivery of urban services.
(iv) Community awareness and participation in the planning, implementation, and maintenance of the

investments.

7.  Estimated Cost & Financing Plan ($):
   

Loan Project Cost ($m): 100.0
Financing (Source) FC LC Total

Bank 70   0  70
Cofinancing   0   0    0
Borrower   0 30  30
Total 70 30 100

Remarks:

8. Estimated Benefits and Beneficiary Groups:

Improved value of human capital. Stimulus for enhanced urban economic activity, and consequent reduction
in poverty levels. Urban areas better able to serve the needs of the surrounding rural areas. Key target
groups–urban community, especially the poorer groups, and the surrounding rural community.

9. Executing Agency:

Local Government Engineering Department

10. Project Implementation Period:

Start: 2000
End: 2006

11. Environment Category: B 12.  Processing Year:    2000
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BANGLADESH

PROJECT PROFILE

1. Project Name:

Southeast Road Corridor Improvement Project

3.  Devt. Objective:    Primary:  ECO  Secondary:

2. Sector/Subsector:

Transport and Communications/
Roads and Road Transport

4. Rationale:

Transportation costs tend to be high due to lack of
accessible roads for efficient movement of goods and
passengers, and insufficient road condition.

5. Beneficiary Participation/
Consultation Needs:

The Project will require the preparation of
a Resettlement Action Plan, which will
involve consultation with affected persons
to assess their needs and prepare proper
compensation and rehabilitation
programs.

6. Objectives and Scope:

The Project will seek to (i) reduce transport costs through improved road access that will facilitate more
efficient movement of goods and passengers along the Dhaka-Chittagong corridor; (ii) enhance traffic
safety through improved road conditions; and (iii) optimize the utilization of the Jamuna (Bangabandhu)
Multipurpose Bridge.

The scope will include (i) improvement of 47 km of the Feni-Chittagong section of National Highway 1,
which represents the last link to be improved along the Dhaka-Chittagong corridor; (ii) improvement of the
Chandina, Comilla, and Feni bypass roads (52 km); (iii) the construction of the Chittagong Bypass, which
will be a new alignment that will link Chittagong Port to National Highway 1 along the embankment at
Patenga and be considered for use primarily as a toll road for trucks, thereby facilitating goods movement
and reducing the heavy truck traffic in Chittagong City; and (iii) provision of consulting services for project
management and construction supervision.

7. Estimated Cost & Financing Plan ($):

Loan Project Cost ($m):   65.0
Financing (Source) FC LC Total

Bank 50 00 50
Cofinancing tbd tbd tbd
Borrower 20 15 35
Total tbd tbd tbd

Remarks:

8. Estimated Benefits and Beneficiary Groups:

The most significant direct benefits will be to freight and passenger traffic along the Dhaka-Chittagong
corridor, the most important trade and commerce route in he country.

9. Executing Agency:

Roads and Highways Department

10. Project Implementation Period:

Start:  April 2000
End:   March 2003

11. Environment Category:  B 12.  Processing Year: 1999
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BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Strategic

Dev't Objectives  a Responsible Year of TOTAL Bank Gov't Cofinancing
Primary Secondary Division PPTA OCR ADF Total (Others)

Agriculture and Natural Resources
1 Chittagong Hill Tracts Rural Development POV  AWAR 1999 69.1 0.0 35.9 35.9 20.0 13.2
2 Northwest Agriculture Development ECO POV AWAR 1999 70.0 0.0 50.0 50.0 20.0 0.0

Subtotal 139.1 0.0 85.9 85.9 40.0 13.2
  

Energy
3 Gas Sector Development Program ECO - IWEN 1997/98 230.0 120.0 50.0 170.0 40.0 20.0

Subtotal 230.0 120.0 50.0 170.0 40.0 20.0

Transport and Communications
4 Road Maintenance and Improvement ECO - IWTC - 94.0 22.0 72.0 94.0 0.0 0.0

Subtotal 94.0 22.0 72.0 94.0 0.0 0.0

Total  463.1 142.0 207.9 349.9 80.0 33.2
 

Agriculture and Natural Resources
1 Crop/Agribusiness Development ECO POV AWAR 2000 tbd 0.0 75.0 75.0 tbd tbd
2 Small-scale Water Resources Dev't Sector II ECO POV AWFN 1999 tbd 0.0 40.0 40.0 tbd tbd
3 Kalni-Kushiyara River Management ECO POV AWFN 1999 tbd 0.0 50.0 50.0 tbd tbd

Subtotal tbd 0.0 165.0 165.0 tbd tbd

Finance and Industry
4 Long-term Financial Markets Development ECO - IWFI - tbd 50.0 0.0 50.0 20.0 tbd

Subtotal tbd 50.0 0.0 50.0 20.0 tbd

Social Infrastructure
5 Third Urban Development Sector ENV POV AWWU 1997 tbd 0.0 70.0 70.0 30.0 tbd
6 Third Water Supply and Sanitation ENV POV AWWU 2000 tbd 0.0 60.0 60.0 tbd tbd
7 Land Administration Reform HD - AWWU 1998 tbd 0.0 30.0 30.0 tbd tbd
8 Second Nonformal Education HD GAD AWEH 2000 tbd 0.0 50.0 50.0 15.0 tbd

Subtotal tbd 0.0 210.0 210.0 tbd tbd

Transport and Communications
9 Regional Rail Traffic Enhancement Program ECO - IWTC 2000 tbd 50.0 50.0 100.0 tbd tbd

Subtotal tbd 50.0 50.0 100.0 tbd tbd

Total tbd 100.0 425.0 525.0 tbd tbd

Agriculture and Natural Resources
1 Rural Livelihood II POV - AWAR 2001 tbd 0.0 75.0 75.0 tbd tbd

Subtotal tbd 0.0 75.0 75.0 tbd tbd

Energy
2 Rural Power Transmission and Distribution ECO POV IWEN 2001 320.0 50.0 120.0 170.0 100.0 50.0

Subtotal 320.0 50.0 120.0 170.0 100.0 50.0

Finance and Industry
4 Insurance and Pension Funds Development ECO - IWFI 2000 tbd 35.0 35.0 70.0 tbd tbd

Subtotal tbd 35.0 35.0 70.0 tbd tbd

Social Infrastructure
3 Secondary Towns Flood Protection II ENV POV AWWU 2001 tbd 0.0 75.0 75.0 tbd tbd
5 Teacher Training HD GAD AWEH 2001 tbd 0.0 60.0 60.0 15.0 tbd

Subtotal tbd 0.0 135.0 135.0 tbd tbd

Transport and Communications
6 Regional Roads ENV POV IWTC 2000 220.0 0.0 100.0 100.0 60.0 60.0

Subtotal 220.0 0.0 100.0 100.0 60.0 60.0

Total tbd 85.0 465.0 550.0 160.0 tbd

2002 LOAN PIPELINE

PROJECT COST ($ million)

Sector/Project Name

2001 LOAN PIPELINE

2000 LOAN PIPELINE
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Responsible Type
Sector/Project Name Division of TA Bank Others Total

Finance and Industry
1 Capacity Building of SEC and Selected Financial Institutions IWFI ADTA 850.0     -      850.0       
2 Insurance and Pension Funds Development  PPTA 600.0     -      600.0       

Subtotal 1,450.0  -      1,450.0    
 

Energy
3 Western Region Gas Development IWEN ADTA 1,000.0  -      1,000.0    

Subtotal 1,000.0  -      1,000.0    

Transport and Communications
4 Road Network Improvement & Maintenance I IWTC PPTA 800.0     -      800.0       
5 Regional Rail Traffic Enhancement Program IWTC PPTA 900.0     -      900.0       
6 Organizational Reform of Bangladesh Railways (Phase III) IWTC ADTA 900.0     -      900.0       

Subtotal 2,600.0  -      2,600.0    

Social Infrastructure
7 Second Nonformal Education AWEH PPTA 600.0     -      600.0       

Subtotal 600.0     -      600.0       

Others
8 Improving National Accounts II and Poverty Monitoring System EDSD ADTA 600.0     -      600.0       
9 Public/Private Partnership in Pollution Prevention ENVD ADTA 600.0     -      600.0       

Subtotal 1,200.0  -      1,200.0    

Total 6,850.0  -      6,850.0    
 

Agriculture and Natural Resources
1 Sureshwar Water Resources Management AWFN PPTA 600.0     -      600.0       
2 Rural Infrastructure IV AWAR PPTA 500.0     -      500.0       
3 Rural Livelihood II AWAR PPTA       800.0 -             800.0 
4 Crop/Agribusiness Development AWAR PPTA 800.0     -      800.0       
5 Jamuna and Meghna River Erosion Prevention AWAR PPTA       800.0 -             800.0 
6 Use of Renewable Energy Resources in the Rural Areas AWAR ADTA       500.0 -             500.0 

Subtotal 4,000.0  -      4,000.0    

Energy
7 Rural Power Transmission and Distribution IWEN PPTA 600.0     -      600.0       

Subtotal 600.0     -      600.0       

Finance
8 Capacity Building of Bangladesh Institute of Bank Management IWEN ADTA 600.0     -      600.0       

Subtotal 600.0     -      600.0       

Social Infrastructure
9 Teacher Training Sector AWEH PPTA       600.0 -             600.0 

10 Third Water Supply and Sanitation AWWU PPTA 600.0     -      600.0       
11 Secondary Towns Flood Protection II AWWU PPTA 750.0     -      750.0       
12 Capacity Building on Urban Governance AWWU ADTA 600.0     -      600.0       

Subtotal 2,550.0  -      2,550.0    

Others
13 Strengthening Project Portfolio Performance II BRM ADTA 500.0     -      500.0       
14 Efficiency Enhancement of Fiscal Management II PW2 ADTA 500.0     -      500.0       
15 Improvement of National Accounts II EDSD ADTA 600.0     -      600.0       
16 Efficiency Improvement of Land Utilization AWWU ADTA 600.0     -      600.0       

Subtotal 2,200.0  -      2,200.0    

Total 9,950.0  -      9,950.0    

2000 TECHNICAL ASSISTANCE PROGRAM

BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Amount ($'000)

2001 TECHNICAL ASSISTANCE PROGRAM
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BAN: Power Sector Reform (US$1,000.0) earlier proposed for 200 has been deferred
BAN: Divestment of Government Security (US$150.0) earlier proposed for 2000 has been deferred.
BAN: Capacity Building in Bangladesh Institute of Development Studies (US$800.0) earlier proposed for 2000 has been deferred.
BAN: Developing Instruments of Commercialization (US$1,500.0) earlier proposed for 2000 has been deferred.

Responsible Type
Sector/Project Name Division of TA Bank Others Total

Agriculture and Natural Resources
1 Institutional Strengthening of BWDB AWFN ADTA 600.0     -      600.0       
2 Supervision and Regulation of Microfinance Institutions II AWAR ADTA 300.0     -      300.0       

Subtotal 900.0     -      900.0       
-          

Energy -          
3 Gas Sector Development Program II IWEN PPTA 600.0     -      600.0       

Subtotal 600.0     -      600.0       
-          

Transport and Communications -          
4 Ports Development II IWTC PPTA 600.0     -      600.0       

Subtotal 600.0     -      600.0       
-          

Social Infrastructure -          
5 Fourth Urban Development AWWU PPTA       600.0 -             600.0 
6 Primary Education Sector III AWEH PPTA 600.0     -      600.0       
7 Second Urban Primary Health Care AWEH PPTA 600.0     -      600.0       

Subtotal 1,800.0  -      1,800.0    
-          

Others -          
8 Private Sector Development II IWFI ADTA 600.0     -      600.0       
9 Urban Transport Pollution Control Study IWTC ADTA 500.0     -      500.0       

10 Capacity Enhancement of Local Government AWAR PPTA 600.0     -      600.0       
Subtotal 1,700.0  -      1,700.0    

-          
Total 5,600.0  -      5,600.0    

BANGLADESH
LENDING PIPELINE AND TECHNICAL ASSISTANCE PROGRAM, 2000-2002

Amount ($'000)

2002 TECHNICAL ASSISTANCE PROGRAM
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