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lf11ile severa/ developing countries made rapid economie grOlilh and development stillthere are 
many cow1tries thar .wffer from high fe,•el of poverry, econonuc stagnation and env1ronmental 
degradation. What rmderlying forces have made for rapid proxress in some economies and the 
lack of progress in others? Why do people ger left behind where some enjoy improvement in 
their standard of lil'lng? ls the progress thal is occurr111g su.stamable oris 11 based on po/ici es 
thal are exhausting natllral resources and destroying the environmelll? Jf1wt poverry al/eviating 
po/ici es are avai/able to the affectee/ cmmtries? These are some of the vital questions thal are 
addressed 111 this paper. 

There is 110 co11.sensus about what sustainable deve/opme/11 means. This paper also seeks to 
clarify the meaning and utllity of the concept. ft develops an analytical framework fol' 
sustainable development and applies 11 to a typ1cal poverty-ridden cou/liry focusing on its 
manageme/11 of the scarce resources. The paper presents specifie po/icy guide/ines pnman(v 
based on competitive markets and associated st111ctural transformations for .wstainable 
development. 

INTROOUCT10N 
By economie growth is meant an increasc in the Ievd of incomc or output or goods and services 
produccd by a nation typically during a year. But economie development mcans 1..'Conomic 
growth produced and cnjoyed by most PI..'Oplc of the nation. The concept of "poverty" ts at !east 
200 years old but "economie dcvelopmcnt" has rcccivcd attention sincc the end of the Second 
World War. Povcrty means a lack of economie development, whereas economie devclopment 
implies moving towards gening rid of povcrty. But therc is no consensus about what sustainablc 
developmcnt means. This paper sed.s to clarify U1e meanmg and utility of the concept of 
sustainable development (SD). 
The devclopment experience needs to be examincd in light of the above framework. The 
question of the appalling povcrty of large numbcrs of the \\Orld' s people, with continuing 
enormous incquitics bctween rrch and poor, remains as potent as evcr. Over the past decades, 
the increasing inequality in wcaiU1 bctween di!Terent groups and parts of U1e world as weil as of 
the country, ilie spread of localized wars, and the new importance of issues such as 
cnviroruncntal degradation, mtcmational debt, ethntc and nattonalistic movements, and othcr 
forms of competing collective identity, ali demonslrate the potential for "social dislocation•· 
tuming into worldwide chaos. Th us il is evcr more urgent to address such issues and since 1995 
development goals and targcts have bcen reitcratcd in severa! arcas relatcd to poverty 
allev1ation. 
White severa! iliird world countries, such as the ncwly induslrialiling countrics (NIC) including 
the Asian tigers, made rapid economie growth and dcvelopment still there arc many countries 
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that suiTer from high lcvd of poverty, economie stagnation and environrncntal degradation From 
1960 to 2000, the average income per capita for dcvcloping countrics as a \\holc rose thrcc­
folds. But in the second half of the 1990s, 1 3 b1lhon people in devcloping countries livcd on 
less than SI a day; 32% in the transition economies on less than $ 4 a day; and Il% in 
developcd countrics on less than $14.40 a day. The distribution of incomc is highly skcwcd. The 
three riches! persons in the world have asscts thal excecd the combined GDP of the 48 !east 
developed countnes While many people live under fairly democratie regimes, thcre arc still 
about one-third of the people under dictatorship or monarchism. 13.2 million people worldwidc 
are refugees Four out of five people have access to hcalth services and 90 percent of onc-year­
olds in developmg countries are immunizcd agamst ruberculosis. But still 880 million people 
have no access to health services, 31 million people live wilh HJV, and 109 milhon pnmary­
school -age childrcn are out of school. Although in the last three decades the inde:-. of dmly 
calorie supply per capita increascd, 841 million people worldwide are malnourished Although 
thcre is a worldwide acceptance of general agreements on protccting the cnvironrnent, 
desertification and drought still affect 1.5 billion people worldwide. (UNDP 1998). 
What underlying forces have made for rapiù progrcss in somc economies and the Jack of 
progress in others? Why do people get lefl bchind where sorne enjoy improvcment in their 
standard of living? ls the progress thal is occurring sustainable or is it bascd on. policics that arc 
exhausting natural rcsourccs and destroying the environment? What poverty allcviating policies 
are available to the allècted countries? These arc some of the vital questions thal arc addrcsscd 
in the paper. lt apphcs the concept of SD to a typical poverty-ridden couni.IJ such os Bangladesh 
focusing on 1ts management of the scarce resourccs. lt ulso presents specifie pohcy gmdclines 
primarily bascd on competitive markets and assoc1atcd mstitullons for sustainablc dcvclopmcnt. 

THE DEBATE O N SUST AINABILITY 
An analysis of sustainablc growth and development calls for an understanding of the clements 
that comprise the conceptual basis of sustainubility, particularly when competing views cxist 
among cconomists. The issues, which characteristically separate the competing vicws, stem from 
differences in asswnptions upon which cach of U1cse ideas is presented. Perhaps the most 
debatcd assumpt1on is the ex1ent to which manufacturcd capital and naturul cupitul arc 
substitutes. Neo-Malthusians, the Club of Rome, and other Stationary-State theorists till the 
ranks of the legion of pessimistic economists who fcar negative changes in the total stock of 
natural capital. Diametrically opposcd to thcsc doomsayers stands Solow and other 
optimistically mclincd neo-classical econ01rusts who look favorably on U1c ··sackstop 
Technology Thcory" of rcsource use. Falling inconsp1cuously between the polar extremes, there 
is a third group of theorists who incorpora te certain aspects of cach of the other two groups in 
addition to employing the principles embodied by l lartwick's Rule. (Pearce et al 1990 and 
Sarkar 1 998) 
The concept of sustainability requires that wc account for declining utility resulting from 
environrnental degradation. ln neo-classical economies, utility is simply a function of the lcvcl of 
consumption which is itsclf a function of output leve!. lt assumes that the marginal opportunity 
cost of selling oiT environrnental inventories und dcstroying natural assets is .tcro. Economie 
growth cannot be sustained if the resource base from which inputs are derived is depletcd to fud 
the incrcasing output. A sustainable economie modcl will incorporate utility thal is a function of 
both conswnpt1on leve! and environrnental quality - wh1ch contributes to resourcc productivity 
and grcater output. Such a mode! includes accounting pract1ces where the costs of env1ronmcntal 
degradation and resource depletion are mtemaliœd. Pollution, a serious problcm in 
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industrialized countrics, which resulls from U1e use of cnviroruncntal inventories, such as smog 
caused by Ule buming of fossil fuels, may be Ulought of as a lu.-...:ury good. But Ule protection of 
Ule natural assets, which when sustainably used provide the means of subsistcnce for rural and 
tribal peoples, is in fact a necessary good! 

SUSTAINABLE DEVELOPMENT 
The idea of sustainable development is an outgrowth of thrcc movcmcnts, iliosc of international 
development, appropriate teclmology, and Ule environment movement. However, ilie tenn 
sustainable development seems to have almost as many definitions as iliere arc people who use 
il. Howcver, Ulc following few definitions are most popular: 
1. Sustainable development is dcvelopment thal meets the needs of ilie present without 
compromising the ability of future generations to meet their own needs. (WCED 1987) 
2. Sustainability requires iliat the value of natural capital assets should not decline through 
lime. (Pearce et al 1990). 
3. Sustainability implies U1e non-declining utility of a representative member of society for 
millennia into ilie future . (Pezzey 1992). 
Definition 1 implies iliat each generation should leave enough natural capital so iliat future 
generations can meet their needs. Herc "needs" rcmains undcfined. Necds of previous 
generations, say in iliird century arc not ilie same as ilie needs of Ulis generation. The major 
problem wiili Ule second definition is detennining ilie tenns oftradc bctween natural assets. Wc 
do not know ilie utility functions of future generations and how will they trade otr two types of 
natural resources. The third definition talks about "representative membcr of society". Again 
who are ilie representative members of a society is not easy to detennine. Some people also 
questioned Ule requirement of non-declining utility. 
According to ilie World Bank ( 1992), sustainable development is development that lasts and 
development does not concem economie growth alone. An important clement is Ule concem for 
equity, boili for present and future generations. onen, value judgments tonn an essential 
component of a definition of sustainable development and opinions regarding scarcity wcigh 
heavily as weil. 

MEASURES OF POVERTY 
The World Bank target of "reducing by one half the proportion of people n extreme poverty by 
20 15" requires a cri teri on for deciding if an individual of household is poor. The World Bank 
does Ulis by measuring a person's income and establishing a "poverty line" which represents an 
income leve! below which a persan is held to be in extremc poverty. The global target for 
reducing poverty uses a single poverty line for the whole world, so thal those in extreme poverty 
are iliose whose income is Jess iliat US$! per day (measured in " 1985 PPP dollars"- i.e. 
adjusted for "purchasing power parity"). Tt is ilien possible to Ulink of measuring the proportion 
of the population of a country bclow Ulat poverty line - or estimating it, since there are 
enonnous difficulties associated wiili direct mcasurement of individuals' incarnes on a large 
sca!e. The corresponding indicator used by ilie World Bank as a measure of U1e dcvelopment of 
different countries is gross national product (GNP). GNP uses market valuations, and is in 
practice a measure of national income; GNP or gross national incarne per capita gives an 
indication ofilie average material living standard on a nation' s people. The World Bank uses a 
figure of US$ 14.40 per day (in 1985 PPP dollars) to calculate ilie numbers in poverty in 
industrialized countries (rallier Ulan the $1 per day for U1e world as a whole). This figure was 
ilie official United States income poverty line, calculated in tenns of the minimum required to 
obtain what is needed to participate in Ule everyday !ife of US society. Anoilicr common 
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measurc is lhc pcrcentage whose income is belo'' half the mcdtan mcomc leve! tn a particular 
country. (Allen and Thomas 2000). 
J\nolhcr approach lhat lhe UNDP has been foiiO\nng ts to devclop a senes of composite 
mcasurcs lt has produced lhe Human Development Index (1 IDI) and a numbcr of variants. The 
baste HDI is an average of indices of what the UNDP considers to be the three most important 
aspect of human dcvclopment: lhe hcallh of a populatton, mcasurcd by !ife CX)X.'Ctancy, its 
cducat10nal attainmcnt, and its material standard of living, mcasurcd by GDP pcr capita (in PPP 
dollars). 
Rccently the UNDP has also produced a Human Poverty Index (IIPI), agam with variants. ln a 
similar way, the HPI is an average of thrce (or four) mcasurcs of dcpnvation: vulnerability to 
death at a rclatively carly age, deprivation in knowledge, and lack of decent living standards. 
lntcrcstingly, the UNDP has developed two different HP!s, one for industrializcd countrics and 
one for developing countries. Different standards for what constitutes dcprivation arc uscd in the 
two cases; thus for dcvcloping countrics lhc (irst index is bascd on U1c proportion of the 
population not living beyond lhe age of 40, whereas for induslrializcd countrics the age of 60 is 
substitutcd; for dcveloping countrics poor living standards arc mcasurcd by lack of acccss to 
hcaiU1 services and to safc drin.king watcr, whcrcas for induslrialized countries an income 
mcasurc is uscd. ln addition, for induslrialized countrics a fourth mcasurc, of social exclusion, 
as indicatcd by lhe leve! of unemploymenl, is also includcd. 
Therc is a cl car contrast between lhe main indicalor of po vert y and of devclopment uscd by lhc 
World Bank and the UNDP. While lhe former concentrales on incomc mensures, the latter has a 
broadcr view of poverty (and development) as multi-dimens10nal The po licy implications of lhe 
two arc also different. Whereas lhe Bank stresses labor- intensive economie activities, the 
UNDP would give more emphasis to developments in the soctal servtccs hkc education and 
hcalth 

THE ANALYTICAL FRAMEWORK 
From lhc forcgoing it is apparent for ecologists, cconomtsls, and sctcntists who undcrstand ilie 
essence of resourcc scarcity, sustainable development (SD) ts lhe palh thal maxtmizes lhe long­
lerm net benefits to humankind. Because SD is focust..-d on net bcncfits il cnsurcs lhat lhe cost 
of resource and environmcntal degradation will not be undervalued- ali costs and bcncfits will 
be intemalized. Such a concept values preservation or conservation not for ils own sake, but for 
ils contribution to lhe perpetuai human wei fare. SD does not necessari ly tmply low rates of GDP 
growlh, it implics more efficient growth. SD in lhis sense is consistent wilh market ctliciency, 
privatization, dccentralization, and democracy. ll1c growth process of now developed counlries 
were characterized by lhese principles along wilh high rates of factor productivity, structural 
transformation, equity, and international economie outreach. 
Market ctliciency is based on ilie operation of competitive markets whcrc lhc forces of supply 
and dcmand determine priee and allocate rcsources accordingly. Priee of anything is cqual to the 
additional cost of making available for sale an additional unit of lhat output or input. Market 
adjustmcnl of priee rcmovcs shortagc or surplus. Govemmenl docs not interfere with priee 
adjustmcnl. The net social benefit (ilie sum of surpluses of buycrs and scllers over lhcir 
willingncss to pay and sel! respectively) is lhus maxinlizcd. The rolc of the govcmment is 
limitcd to rnaintaining lhe law and order situation, regulating monopoly power, providing public 
goods, dcaling with business cycle and extemality such as pollution, and rcducing lhe gap 
betwccn the poor and the rich. 
Severa! goals for development have been agreed at a senes of OECD, United Nations and World 
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Bank conferences. Nevertheless, national govemments and international agencies remain 
apparently unable to mount a conccrtcd and successful "economie development" effort to 
remedy the situation. According to Allen and Thomas (2000), six social goals to be monitored 
by the developmcnt community as part or a new international development strategy are: ( 1) 
Poverty. Reducing by one half the proportion of people in extremc poverty by 2015; (2) 
Mortality. Reducing by two-thirds the mortality rates for infants and children under 5 and by 
three-fourths the mortality rates for mothers by 2015; (3) Education. Achieving universal 
primary education in ali countries by 2015: ( 4) !-leal th. Providing access to reproductive health 
services for ali individuals of appropria le age no la ter than 20 15; (5) Gene/er. Demonstrating 
progress toward gender equality and the empowerment of women by eliminating gender 
disparities in primary and secondary education by 2015; and (6) Environmelll. lmplementing 
national strategies for sustainablc dcvclopment by 2005 to ensure thal the current loss of 
environmental resources is reversed globally and nationally by 2015. 

DEVELOPMENT EXPERIENCE 
The era of development can be traced to January 20, 1949, when Harry S. Truman look office as 
President of the United States, declaring in his inaugural address that: "We must embark on a 
bold new program for making the bcnefits of our scientific advances and industrial progress 
available for the improvement and growth of tmderdeveloped areas. The o1d imperialism -
exploitation for foreign profit- has no place in our plans. What we envisage is a program of 
development based on the concepts of democratie fair dealing. ,. (Est eva 1992). 
The idea of developmenl remains salien! today as it has been in the last 50 years. Japan being a 
small group of recently ravaged islands becamc the world 's second-largest economy. South 
Korea and Taiwan emulatcd the Japanesc mode! of export promotion with similar successes. 
These successes are the results of high leve! of education, market efficiency, effective 
environmcnt protection and resource management, deccntralization, and democracy. Many made 
significant change in the colonial structures. Despite the setbacks of the Asian financial cri sis of 
late 1997, it remains the case thal the four "Asian Tigcrs" (Hong Kong, Singaporc, South Korea 
and Taiwan) have industrialized and joincd the ranks of the "high-income economies' with the 
implication that others might follow the same path, whilc China, the world's most populous 
country, has also sustained an economie growth rate of over 10% for the last 20 years, with 
manufacturing now accounting for 40% of its gross domestic product, aftcr it carried out market 
reforms and opened up its economy. ln terms of human development, there have been general 
improvements such as reductions in mortality and increases in literacy and also specifie cases of 
countries where socially oricntcd dcvelopment policies have brought clear benefits. By contras!, 
many countries in Latin America, Central and South Asia, and sub-Saharan Africa have 
achievcd occasional unsustainable or very low or even negative economie growth rates for the 
same twenty years and Africa in particular has seen a sprcad of civil war and in sorne cases the 
effective collapse of state administrations. 
The era of developmenl has also been the era of the Cold War. lbc two superpowers, the USA 
and the USSR, competed with each other for influence over the newly independent, former 
colonies of South. The mode! of state-led socialist development pioncered by the Soviet Union 
proved quite attractive to many of these cotmlries, especially once China began to follow a 
similar path after the Chinese Communist Party took power in 1949. 
Other countries sought a new form of democratie participation; ncither the capitalist parties nor 
the organized communist parties on the Eastern European mode! provided for the sort of direct 
democracy they were after. ln 1956 the Suez crisis provoked great disillusiorunent with the 
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capitalist countries, but the Soviet invasion of llungary m the same year generated a similar 
dislllusion with Eastern European state socialism. This double cns1s also gave Nasser ofEgypl, 
and Tito of Yugoslavia, independent stature, and with lnd1a·s Nehru thcv bccame the driving 
force beh1nd the non-aligned movement (NAM). 
Non-ahgncd conferences have brought together the )caden; of most of ll1e countnes of the 
"devcloping" world every four years since 1961. By 1970 ll1ere was a clear ''non-aligned 
ph1losophy", emphasizing three basic principles: pcaceful coexistence, antJ-colonialism and the 
struggle for economie independence. ln recent years U1e NAM has ~--come much Jess prominent, 
through many of its membcrs are also in the "Group of Seventy-Seven" (077), which continues 
to funetion as political, and to some extent economie, pressure group, for example at the United 
Nations. 
llowever, as lime went on, both economie difTerentiation and politicul polarization tendcd to 
break up the rather fragile unity among third world countrics and destroycd the original idea of 
the third world as the non-aligned world. ln economie terms ll1cre werc enonnous and growing 
differences bctwecn the "newly industrializing countries" (NICs), including the four "Asian 
Tigers'' and some others such as Brazil and Mexico, and the continuing poor agrarian countries 
such as most of those of sub-Saharan Africa and South Asia whcre there was no significant 
change in the old colonial stmctures. 
Throughout the 1980s and 1990s, thesc divisions if anything beeame even more pronounced. 
Also recently, nco-liberalism, with its emphasis on market mechanisms, bccame ll1e dominant 
way of thinking about development. New issues carne to the forefront , notably the environment, 
international debt, and the question of children and gender rel allons. 

THE CASE OF BANGLADESH 
Bangladesh, a 30 years old nation of about 130 mil hon people 10 55 ()()() square miles (the size 
of the state of Wisconsin in the USA), is plagued with many problems that makes it as one of 
the !cast developed countries of the world. Jts core problems anse from severe rnlsallocation of 
scarce resources One of the lowest per capita incarne, highesl incquit~. Jarge-scale cormption, 
high illiteraey rates, poor social and physical infrastructure, env1ronmental problems, frequent 
ciVIl unrest, and natural calarnities arc typical. 
According to UNDP (2000), the rank of Bangladesh among ali countnes, based on the lluman 
Ocvelopment Index (l-IDI), dropped from 136 in 1991 to 146 in 2000 (bcing 150 in 1998). The 
1998 pcr capita GDP (in 1995 US $) of $348 is one of the lowest 10 the world, comparcd to 
$444 in Jndia, $493 in Bhutan, $511 in Pakistan, $802 in Sri Lanka, and $1247 in Maldives. A 
1995-96 survey indicated 35.6% (39.8% rural and 14.3 %urban) population in Bangladesh 
below the national poverty line compared to 29.1% population below $1 a day and 77.8% 
population bclow $2 a day the international poverty !ines. According to 1997 survey, the lndian 
population is estimated at 44.2% below $1 a day and 86.2% bclow $2 a day compared to 
Pakistani population of 31% below $1 a day and 84.7% below $2 a day the international poverty 
!ines. (World BaTik 2001 ). Although Bangladesh is little bctter of thun lndia and Pakistan, in 
tcnns of population percentage below international poverty li ne, the magnitude of po verly in ali 
these three countries is enonnous. Although Bangladesh is little bettcr of thun lndia and 
Pakistan in tenns of population percentage bclow international poverty li ne, the magnitude of 
poverty in ali these thrce countries is enonnous. 
More alarming is the food supply data for Bangladesh. From 1970 to 1997 the daily per capita 
supply of calories decreased from 2197 to 2085, when at the same pcriod it increascd for other 
developing countries. The daily supply of protein declin~..'tl by 4.5% during lllis time. On the 
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other hand, the daily supply of fut increased by an astounding 41% These numbcrs show that 
the Bengalis arc not eating as wcll as they did prior to becoming an independcnt nation. An 
Economist article few months ago reported that about 40% of ils 1)\.'0plc cal one tune meal a day 
and there was no protes! to the report suggesting the accuracy of the estimatc. During the 
1990s, il bad the highest perccntage (56) of under-weight children, bclow age live, in the sub­
contincnt. 
Adult literacy rate is al 40. 1 % in Bangladesh compared to 42 % in Bhutan, 44% in Pakistan, 
55 7% in lndia, 84.1% in Myarunar, 91.1% in Sn Lanka, and 96% in Maldives. In 1975 its 
urban population was 9.3% that rose to 20% in 1998. But it bas beên able to keep 1ts population 
growth undcr control at 1.5% per year by 2000. (UNDP 2000). 
Of course, Bangladesh bas now many more millionaires than 30 years ago. According to World 
Uank (200 1 ), the riches! 20% population enjoycd 42.8% of national incomc during 1997-98 
compared to 8.7% enjoyed by the poorest 20% of the population. Many of the wealthy elite 
enjoy large amounts of wealth accumulated through corrupt pract1ces Although it is a poor 
country, ils public cxpenditure demonstrates gross misallocation of scarce resources ln 1990, it 
allocated samc percentages of ils GDP to expcnditures on education and mililary. Ils 
expenditurc on healthcare hus bcen roughly half of the expenditure on the military. Countries 
like Iran, Botswana, Kenya, Zimbabwe, even India allocated more of their national income to 
education than in military. Bangladesh in 1998 allocated 2 2% of its GDP to education 
compared to 2.7% by Pakistan, 3 2% by Ncpal, 4 . 1% by Bhutan, 3 2% by Ind1a, 3.4% by Sri 
Lanka, 6.4% by Maldives, 4.0% by Iran, 6.5% by Kenya, and 8.6% by Botswana. Bangladesh 
hus been incrcasingly importing more food products. Imports of luxury goods in general have 
bccn on the incrcasc as lariffs dccrcuscd signiticantly in the past decade. (UNDP 2000). 

Historical Reasons 
Prior to December 16, 1971 Bangladesh was East Pakistan. In the past, Bangladesh, forrnerly 
eastern part of Bengal was a constituent of northem Il indu and Muslim empires in India. From 
the la te eighteenth century on, it was part of British India when it becan1e East Bengal. In 1947, 
lndia was partitioned and a new country Pakistan was creatcd. East Bengal bccame East 
Pakistan and West Bengal remained with India. Calcutta, the major city in Bengal, historically 
bas been the focal point of tradc, industry, transportation, and communication. It became a part 
of West Bengal leaving East Pakistan without infrastructure or industry. From the beginning 
friction existed bctwcen West and East Pakistan largely duc to their social and cultural 
differences as wcll as the many miles that scparated them. The East constantly feil ignorcd 
especially in regards to economie development and political inOucnce. The East felt this was 
unjustified with the little influence it bad white bcing the most populated of Pakistan 's two 
wings. 
The Muslims, first from the Middle East and latcr from Central Asia, moved to and settled in 
India. They ruled India for about 900 ycars bef ore the British rule of about 200 years. Unlike the 
Muslims, the British did not settlc in India. Instead they crcated highly centralized elite civil 
services and organized the armcd forces with bright young Indians through whom they ruled and 
exploited India These officers also played the role of translators for the British and were 
primarily revenue collectors. lt was in the British interest to transfer power to pohtical forces 
who would not dismanUe the administrative machinery thal the colonial government installed in 
the sub-contincnt. Within a decade of creation of Pakistan, the military took over and starled, 
with support from the civil services, discriminating against the eastern part, which luter in 1971 
through a civil war and Indian help, became Bangladesh. Bangladesh also follows the Pakistani 
style of rule by the civil and armed services. 
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Unfortunately, tn ali the thrcc countm:s of the sub-continent the old colomal administrc1tive 
machincry IS st1ll in place which got strengthened, more ruthless and cxplmtaiiVI! as there is no 
accountability or control which their prcdecessors had from the Ontish. Even ut present highly 
talcntcd students are attructcd to the civil and military officers' cadres in the sub-continent 
including Bangladesh as enormous opportunities ex1st for persona! legal and illegal gams 
Although they undergo sub~-quent job traming, the l-'<lucational m1mmum for the candidates 
have been bachelor degrees (equivalent to half of the U.S. bachclor degree such as associatc 
degrees) and oficn these degrees arc in humanities. In the sub-continent, these highly 
ccntralized civil and anned service onïcers who replaccd the colomal officers arc the ones ruling 
the countrics as the political leaders arc very weak and usually the low-ach1evers as students 
The leaders prior to 1950s were lcamed, mature and professionals. The luter leaders in 
Bangladesh have been less educated, young, and ollen without any occupation. (Novak 1993). 
Many such politicians arc casily purchasablc and they arc supported by local tcrrorists. The two 
current maJor leaders of Bangladesh (one widO\\ of a popular militarv dicta tor and the other one 
the daughter of the independence leader) were simple house-wives and were placed in power by 
the followers of the two dcceased leaders. The real power therefore remains with the civil and 
military officers and their associates, unlike in the developed world including the newly 
industrialized countries such as Taiwan, Singapore, Malaysia, Israel, and South Korea 

Political lnstability 
Bangladesh emerged as a new country plagued with constant political instubility. Widcly 
accepted indepcndence leader Sheikh Mujib won elections in March of 1973. Ln January of 
1975, the govcmrnent declared a national state of emergency and parliament was replaccd by a 
one-party rule with him still in power. llowever, on August 15, 1975 Muj1b was assassmated 
during a right-wing coup d'etat. Officers as weil us one of Mujib's ministers led the group, 
Kh<mdker Mustaque Aluned, who took over as president. Aller a short two-month reign as 
president, Khandker Mustaque Aluned was over thrown by Major General Zia ur-Rahman Ile 
soon installed the chief justice, A. M. Sayem as president. 
Z1a look control of the pres1dcncy in Apnl 1977. Z1a formed the Nationalist party to\vards the 
end of 1978 and won the 1979 elections by a lands! ide. During Zia· s presidency he brought 
about sorne stability to the country as weil as reintroducing civilian rule. Zia was also 
assassinated while in power in a 1981 coup attempt His vice pres1dent, Abdus Sattar, became 
president until forced out of office by a succcssful coup led by Lieutenant General Ershad, the 
anny chief of staff. Ershad reintroduced martial law and on December Il , 1983 he made 
himselfpresident. The Jatiya party (party of Ershad) won the May 1986 elections. In Novcmbcr 
of thal year Ershad was forced to declare a state of emergency and to dissolve the parliament as 
the result of violent antigovemrnent demonstrations 
Duringl988, the Jatiya Party won the elections aguin The victory was very much boycoucd by 
the opposition. Ershad declared Bangladesh an Islamic republic. ln December 1990, Ershad 
was ovcrthrown and put in prison on charges of large-scale com1ption. The following year new 
elections were held which resulted in 13angladesh's first freely clccted parhament Under the 
leadership of Begum Khaleda Zia, the ''idow ofZ1a ur-Rahman, the Bangladesh National party 
(DNP) came to power. ln a luter elcchon another lady, Mujib's daughter, llasma of Awami 
League came to power and the two are now constantly confronting cach other for power, ofien in 
the streets by way of political demonstrations followed by terrorist attacks. Both achicved the ir 
positions because they are the daughter or wife of prev1ous leaders Till reccntly, Hasina was 
in power and she was compelled by Khaleda to transfer power to a care-taker govemrnent in the 
mld-2001 so t11at an carly election can be held. In the meantirne, the economie life often gets 
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paraly;ed by political insecurity. Bangladesh has a history of constant struggll: bel\\ccn political 
parties to retain power. There is hardly any tdcological or policy difference in tl1c major parties, 
even tlleir nan1es mean tlle samc: Awami in Urdu, Nationalist in English, and Jatiyo in 
Bengali. A Iso, many leaders often change parties in scarch of persona! opportunities. 

Corruptiun 
Bangladesh has had a long history of political corruption. Dating back lo the British colonial 
rule under tllc East India Company, ran1pant corruption has proven to be a way to prosper in 
Bangladeshi society. Many company officiais werc using tlleir power for persona! gain at tlle 
expense of otllcrs. The British Government took over tlle East India Company witll tlle hopes of 
ridding tlle system of such widespread corrupllon 
Ilonest Urihsh Govenunental rule provcd to be di ffi cult because tlle very concept of colonization 
includes using anotller for persona! enrichment. Colonial rules usually favored tllc mollier 
country over tlle colony, ensuring tllem maximum benefit. lnlprovcments were made to the 
system by incrcasing tlle pay of government servants and enforcing rules against dishonesty. In 
addition, government officiais wcrc nol allowed to lake on persona! business as weil as 
govemmcnt works. As a result small improvements were made but tllosc efforts proved to be 
usclcss bccausc tlle root of tlle problem was not entirely addressed. Lower workers were 
expected to live otTilie land or were paid very little for tlleir services, creatmg breeding grounds 
for corruption. For ex31llple, law enforcement officiais were paid very little, but possessed 
excessive power over tlle common people. Ofien bribes were paid m exchange for political 
favors. Historically, particular departments have been kno\\n for cases ofwidespread corruption 
such as Police, Customs, Taxation, and Engineering. The present Bangladesh• government 
shows signs of rampant corruption m ali departments including Educatton, Judiciary and 
Defense. 
Bribcry has become a common practice and accepted as a way of !ife for tllose who live in 
Bangladesh. For a variety of reasons Bangladcshi ci tizens, as weil as businessmen, bribe civil 
servants for illegal fa vors (Rashiduzzaman 2001 ). These favors includc Joan default, 
govcrnment supplier, smuggling, and tax evasion. Ali of tllese are depriving tlle state of needed 
monetary resources to maintain as weil as to improve society. Ali loo oficn civil servants are " 
found out" and continue to hold tllcir positions due to weak govemmental autllority. 
Punishment for such corruption is minimal and tlle monetary gain is high (Quah 1999). In this 
political sctup botll tlle civil servant and tlle person wanting an illegal favor can botll benefit 
from such bribery. After independencc of Bangladesh, the military and political leaders joincd 
the civil servants m tllese endeavors. Other professionals, business people, and landlords were 
also not lefi out. 
Such corrupt practiccs create a domino efiect of self-destruction for tlle Bangladeshi economy, 
forcing a reliance on foreign aid for basic ncccssities such as infrastructure, health care, and 
utilities tllal arc important for urban arcas where tlle powerful wealtl1y elites live. ln tlle 
process, such rcliance on foreign aid hinders future growtll as foreign loans incrcased tlle 
national debt lo $16.4 billion in 1998. (World Bank 2001 ). Comtption crea tes massive 
concentration of wealtll and inefficicncies lo tllc system pushing tllem furthcr 10 a do\' .. nward 
spiral 
For cxample, revenue for water supply and santtation services on average only cover 29% of 
current expenditure. During a pilot leak detection prevention program, it was estimat~ tllat, of 
tlle total water produced by DWASA, only 44% was billed. The remairung 56% were attributed 
to administration and technicallosses, (31% and 25% respective! y). (Khan and Siddique 2000). 
Administrative !osses include: 
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1. lncomplete customer data base 
2. Un-metered service connections 
3. Illegal and lllcgally reconnected serviœ conne~tions 
4. Inaccurate and tampered-wilh cmmections 
S. Wrong meler reading, faulty invoicing and rent sceking behavior by revenue inspc~tors 
Technical tosses include, but arc not limited to, leaking pipes, service connections, in-opcraling 
fittings, and ovcrtlow. Such leve! of corruption exists in ali the state nm corporations and 
agencies. 
ln the First six months of 2000, IlS billion taka (2. 1 billion U.S.) were tost due to known 
incidents of corruption. (XNA 2000). Law enforcemcnt refonns are needed to prov1de a strong 
backbonc to Bangladcshi society. Thcre must be an end to corruption in law enforcement 
bccause it is setting a poor mode! for future generations to follow. The most corrupt body in 
Bangladesh is known to be the law enforccment body. (The lndepcndent 2000). Lawlessness 
prevails in Bangladesh because those in charge arc more concerned witll persona! gain than 
enforcing laws . Clcar consequences must be set lor their actions. ln the currcnt system, there is 
no " fcar of gctting caught". To crcatc a body of law abiding citizcns there must be strict 
cnforccmcnt of laws . Full infonnation, Consequences for perfonnancc, and pros~o:cution of 
illegal activity arc ali strong defenses against acts of corruption. 

Inefficicncies 
lmmediately aller independence, Bangladesh bcgan to follow a socialist ideology and as a part of 
a central plan nationalized ali medium to heavy industries includmg manulàcturing, 
transportation, communication, utilities, commerce, banks, and other fmancial institutions. They 
werc organizcd as many state-run corporations hcaded and supported by a board of d1rectors 
who were on deputation from the civil services with no managcrial skill or experience of 
running business. The dcputcd civil service otliccrs wcre let loose. Political inllucncc, nepotism 
and favoritism becrune the nonnal practice in hiring and promotion. Ali corporations became 
overstafTed producing far bclow the capacities. Soon the govenunent introduced one party rule 
and brought ali ncwspapers under its management and control. The mid-levet political leaders, 
labor leaders, and studenl leaders- ali wantcd to be rewarded for their contribution to the 
independencc struggle and one way was to give them the managerial positions bclow the civil 
service ollicers in the state corporations The military officiais feeling being lefi out replaced 
the electcd govcrnrnent by force and bcgan to join the civil service ollicers in runnmg the state 
corporations The govcnunents began to introducc •nnovativc system of pennits and hcenses so 
thal the people in power could build their pcrsonal fmancial empires. The JUte mdustry once 
famous for the bulk of foreign exchange carnings soon became bankrupt incurring huge !osses 
and this condition has bccn typical for ali other corporations that took the fonn of state 
supported monopolies with ali associatcd problcms. There arc severa! rcasons for such high 
levels of inclliciency including poor training (education), Jack of accountability, and a Jack of 
commercial orientation (private-owned industry). lt is Ule combination of ali thrcc thal causes 
such extremc inelliciencies in Bangladesh. 
Often management is lefi \VÏthout clear perlonnancc objectives and goals. The heads of U1e 
corporations and the directors of the board arc undcr Ule administrative control of the secretariat 
divided into many ministries and permancntly headed by a secretary who got the position by 
seniority alone. The system of red-tape and how the files move up and down is weil known 
throughout the sulH:ontinent. Countries can change, goverrunents can change, but civil and 
armed services do not change and higher positions are ont y distributed on the basis of scniority. 
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ll1e govenunent wtder pressure from the donors is slowly allowing an increase in privatization 
and opening the borders to foreign invcstments, but this process must be increased A basic goal 
of any industry should be to crea te sorne fonn of profit, but instead Bangladesh• mdustries are 
lilled with inefficiencies and !osses Many workers search for loopholes as workers are more 
concemed with persona! gain through corrupt pradices such as bribery rather than improving the 
system as a whole, which would crcate a mutually beneficiai atmosphere. Banks proviùe huge 
loans on fraud papers with a heavy commission lù lly knowing weil thal the Joans \">ill be never 
repa1d 
Lack of conunitment by govemment agencies toward sector refonns hinder progress towards 
economie improvement. Many inelliciencies stem from the root of a Jack of accountability. 
Those in charge do not fee! a sense of responsibility towards improvements and are more 
concemcd with persona! gains. This work ethic has infccted the entire workforce from the top 
officiais to low leve! workers. Historically, this attitude stems from the colonial times when the 
civil servants carcd very little about the result of the1r \vorking efforts. When the British pulled 
out of lndia the sarne exploitatlve govemmental systems remained in place, but without the 
British authority, control, and supervision. As a colony under British rcign, the govemment 
controlled ali economie activity. This economie system continues today, but without Ute control 
of the British officers. ln the absence of the colonial control and supervision, the Bangladesh 
govenunent bc..'C8Jlle more ruUùess because they posscss no accountability. 

Education Status 
Soon afier independence the govenunent discontinued English as a mediwn of instruction in 
colleges and universities although the children of the policy makers were sent abroad to Jearn 
English. ln Bangladesh, universities are organized following the Soviet-system whcrc a small 
slice of a discipline formed a department, school or faculty. For an example, the discipline of 
b10logy in Dhaka University forms a faculty headed by a dean wtth severa! departmcnts such as 
botany, zoology, microbiology, biochemistry, etc. Thcrc are separate colleges and universities for 
engineering, medicine, agriculture, arts or music headed by a vice-chancellor and his or her 
deputies. The focus is distribution of positions and crea ting supporters for po licy makers. The 
current focus of professors is to look for NGO assigrunents and political positions rather than 
paying attention to academie duties. lligher education programs continue to follow the old 
colonial system producing civil service ollicers rather than professionals wtth adequate 
acquisition of skills. This education style involves heavy memorization rather than practical 
knowledge. As a result, individuals in management positions Jack the proper training to 
perform their functions successfully. 
Poor training can be seen in both management and staff of various state-run programs. 
Management Jack the skills nccdcd to manage and operate an institution. Lower leve! workers 
are not properly trained or motivated to do their jobs well. Due to Jack of ski Il , poor billing and 
collection services frequently occur. Lack of proper training in accounting, conunercial 
practices, and economies further escalates the problem as few have Ute knowledge and skills 
required to understand the strong nccd for efficiency. 

Infrastructure and the Environmcnt 
Bangladesh has inefficient infrastructure services thal are essential for economie success. Basic 
structures such as telephone, energy supply, dean water supply, and transportation and port 
services are nccessary for the economy to survive and flourish. Ail infra-structural services are 
weak; many using outdated equipment unable to meet the needs of society. 
The leve! of pollution particularly air pollution in maJor cilies is increasing at a rapid rate. 
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In Bangladesh, the emission of carbon dioxidc in million mctric tons ts cstimated to have 
increased from 15.4 in 1990 to 23.0 in 1996. (World Bank 2001). The meager resources such 
as natural gas and forests are under the control of the govcmmcnt and they are managed very 
incfficiently. Largc-scalc corruption and illegal logging brought the efTecttvc forest down to 
Jess than five percent although more than 20% of the country is ofTicially designatcd as forests. 
The cnvironmental conditions throughoul most of Bangladesh are poor, with discharges of 
hurnan and industrial wastcs into the nver systems, possible contamination of ground water 
from Jack of adequate sewcrage, and inadequate management of sol id wastc dtsposal.. Becausc 
of the heavy rainfall the country receives, which is usually bctween 1500-5000rnm annually, 
there is an abundance of surface water. Thts surface water bccomes very pollutcd and rcquircs 
mechanical and chemical trcalment. With so much of the surface water bcing polluted the major 
source of clean water comcs from groundwater. Over-abstraction of the ground-water supply is 
causing the availability to rapidly decline. In urban areas such as Dhaka Ctty tt is estimated thal 
42% of the population has access to reasonably safe \VOter, while the rcmammg 58% rely on 
contaminated sources. Bctwccn 1973 and 1990, public outlays for water and sanitation droppcd 
from 2.48% lo 1.25. Comparcd to similar Asian countries thcsc percentagcs arc very low, Sri 
Lanka (6.0%), Nepal (4.0%), and Myanmar (2.9%). Water supply utilitics arc very incfficicnt 
and nccd dramatic irnprovements to prcvcnt further !osses. (Khan and Siddtque 2000). 
This lack of reliable basic infrastructure dcters foreign invcstment. Infrastructure systems ore 
state-owncd in Bangladesh. As a result the cost of doing business is very high. For firms 
interested in opcrating in Bangladesh they must overcome unneccssarily high expcnses 
privately charged by government officiais. Thcsc added costs hinder the compctitivcncss of 
firms opcrating in Bangladesh. 
lnterMiionol trtJde 
Trnde hbcralization began tn Bangladesh \vtth the joining of the WTO at the Uruguay round. 
The purpose of joining the trade alliance was to strengthcn the domestic production base and 
compctttivc position while gaining market acccss in countrics with heavy spcnding power. This 
process bcgan in the mid 1980's and still continues today. In the cartier years export 
diversification and import liberalization took priority. ln efforts to hclp irnprove the 
diversification of exports Bangladesh helpcd non-traditional export produccrs convert earrungs 
at a higher exchange rate giving them irnprovcd carnings Thts boost of non-traditional exports 
irnproved the growth of the export eammgs. In the 1900s real growth was 16%, an 
irnprovement from 5.5% during the 1980s. Traditional exports of Bangladesh consist primarily 
agricultural producls such as jute. Textile products such as ready-madc ganncnts have rapidly 
grown to bccome the primary export conststing of 83 5% of Bangladesh's exports. Rising 
corruption practices are causing sharp decline in competilivencss of Bangladesh products m 
international markets. Agriculture is sttll an important part of the country's GDP. The 
agricultural industry employs 63% of the labor force white producing 30% of GDP. Further 
diversification is needcd to improve the economy. 
Pro-market rcfonns were in1plcmented in Bangladesh ncithcr to slabilize the economy nor to 
meet broadcr dcvelopmcntal challenges lnstead, refonns werc used to consolidate the power of 
the rulmg ehte. Military and civilian regtmcs have trealcd market refonn as an instrument to 
build and maintain pohttcal coalitions in particular with traders and industrialist. (Quadir 
2000). 
Non-government Influence 
There arc approximalely 20,000 non-govemmentaJ organizalions (NGOs) operating in 
Bangladesh Most of these NGOs are locatcd in the many villages of Bangladesh. NGOs arc 
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rcsponsible for providing the poor \Yith education, small le<ms, and agricultural development; 
these contributtons have undoubtedly improved Banglndcshi soc1ety. (Quah 1998). There are a 
fcw NGOs that operate worldvvide whilc most of them arc much smaller 10 stze. Sorne of the 
largcr NGOs include the Grarneen Bank, the Bangladesh Rural Advanccmcnt Committce 
(BRAC), Proshika and the Associahon for Social Advanccment Fundmg is provided primarily 
by foreign atd and amounts to $250 mil hon nnnually 
BRAC is an educational NGO that provides schoohng onlv to thosc \\ho do not attend or have 
not droppcd out of goverrunent schools. BRAC's locus 1s on educatmg women m rural settings. 
Many of the tcachcrs are womcn vvithout tcaching qualificatiOns Schools arc run out of rented 
thntched huts and are set \v~th very flexible hours and httle to no outsidc work to enable the 
children lo do agricultural work to eam wages for the1r fam1hcs Many of these women would 
rcmain uneducatcd had they not had this opportunity. BRAC reaches 2.3 million members, 96% 
fcmalc, whilc employing a total of 53 thousand tcachers hoth full time and part timc (Quah 
1998). 

them as large financial systems controlled by foreiguers without any accountability. 
aving ill 

intcnsions. llowever, the NGOs of Bangladesh are Jess corrupt and more efficient than the 
govcrnmcntal organizations but they have only limitcd contributions. 

POLICY IMPLICATI ONS 
Deccnt ralization 
Decentralization of ali three branches of tJ1e govenunent such as executive, legislative, and 
jud1ciary is nccded in ordcr to abolish polit1cal corruption ldcally a system of representative 
govcmmcnt such as in the developed countries needs to be introduced w1tJ1 clear demarcation of 
rcspons1b1hties for the central, division, dtstrlct, and sub-d1strict levels of Bangladesh, 
corresponding to the four lcvels of goverrunent in the United States such as tèderal, state, 
county, and city/village/tov.,.n. The heads and key deciSIOn mal-crs of the thrcc branches of 
govcmments at each of the proposed four leve! wtll be maru1ed by the clccted representatives. 
Ali extstmg civil services and the secretariat nced to be abolished The central govemment 
agencies \vill dircctly report to the cabinet members. Th1s system '"'ill restrlct tJ1c amount of 
excessive control given to the existing one leve! of govemmcnt 
I3ecause the cxisting goveming body and rnilitary body arc scparatcly controlled tJ1ere is a lack 
of control in the growth of the rnilitary. Military officers arc scen as an elite group that live 
cxtravagantly. Frequently foreign assistance is uscd to support the military rather than other 
allocation. There has been sorne correlation betwecn the escalation of the Indo-Pak conflict and 
Uangladcsh's defense spending. (Rahman 2000). This incrcasc in defense spcnding is 
lUUleccssary as Bangladesh is not direclly involved wiU1 any forcsecable military conflict. In the 
international arcna, Bangladesh is relatively powerlcss (with or wilhout military cxpenditures) 
and should focus on alliances rather than an indepcndent military. Bangladesh has no 
justification for having a military and the y do not serve any purposc olhcr than launching 
military coup. Il necds to be abolishcd and the affected employees can be retrained and 
employed in productive sectors of the economy. 

Privatization 
Within the public sector of the economy there needs to be a rcmoval of unncccssary 
inefficicncies. Many of the pubic systems run with high annuul !osses, wusting valuable 
rcsourccs thal could be reallocated to other sectors Whcn public industries are unable to 
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providc efficient scrviœs, privatization should occur. Privatc industries are more apt to run 
cfficicntly as they arc more conccrncd with profit maximizatilm. Market forces should be 
allowcd to decide the amount and priee of goods through the laws of supply and dcmand. As 
competition increases the dead weight Joss will decreasc benefiting both consumees and 

ket forces to freely 
allocate resources and to regulate monopoly power, deal with cxtcrnalities. public goods, 
inequity, and business cycles. Govcrnment must not be involvcd in financial matters of any 
sort. Ail forms of market distortions need to be eliminated. This is what is the lesson of a first 
course in economies through out the world. But the lesson nccds to be implemented. 
Education Rcform 
No country in the world made any economie dcvelopmcnt without educating its citizens . Any 
other attempts for devclopment simply do not work . Ail people of Bangladesh should be givcn 
the opportunity to better themselves by furthering their knowledge through education. 
Democracy, dcccntralization of governmcnt, and market operotion ali depend on education. 
Existing colonial education system is not suitablc for an independent country aspiring economie 
dcvclopmcnl. Il nccds to be reformed in ali levels. Schools should be weil roundcd in thcir 
offerings covering ali subjects, most importanlly math and scicnçcs. Studcnts should be givcn 
the opportunity to become educated for ali types of career goals, as ali are important to the 
prosperity of Bangladesh. Professional and tcchnical education is still at the minimum. The 
capacities of such institutions are smaller than that of West Bcngal or any othcr comparable 
states of lndia. The two year bachelor degree afier 12 grades needs to be raised to a four year 
bachelor degree and examinations arc to be more frequent than annual or aftcr two or three 
ycars. Il is possible for the country to produce thousands of technically qualified graduates 
who can find opportunities both in and outsidc Bangladesh. Thcre is always a shortage of 
teclmical expertise everywhere, even in the developed world. The Soviet type specialized 
educ~tion institutions nced to be merged in a larger general college or university where a broad 
bascd training in liberal arts and sciences should form the foundation of any undcrgraduate 
program. Although there is a resource oonstraint, an efficient allocation of public funds can 
achieve the educational goals. 

CONCUSIONS 
No modem society made any economie progrcss w1thout educating its citizen and reforming ils 
colonial administrative structures. The simple laws of supply and dcmand crcatc U1c most 
efficient market because competition requircs a continuous eut of inefficiencies for mere 
survival. The Jack of pnvatit.ation leavcs little motivation to decrcase cost and incrcasc revenue. 
Corruption and incflicicncics disappear with privatization and competitive market operation that 
limits the scopc of the govcmmcnt to maintuining law and ordcr, regulating monopoly power, 
providing public goods, and dealing with cxtemalities such us pollution and resource deplction 
as well as dealing with business cycles. Govcnunent docs not interfere with the market forces. 
Decentralization of govemment is a pre-condition for sustainablc economie developmcnt. 
Sustainable economie growth and developmcnt should be sccn as a priority in any poor country 
if it rcally wants to improve the standard of living of its average citizen. Threc important 
ingredients are education, privatization, and dccentralization with associated structural 
transformations. Currcntly, many developing countries continue to be poor uncducatcd countrics 
fillcd with centralizcd adnùnistration, dictatorial rule, corruption and incfficiencies. The people 
of the ruling class know weil what nccds to be done. But they arc unwilling to do so as their 
own power and possibilities to makc good fortune for thernsclvcs will become dinunished. 
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