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A MESSAGE FROM

MR. TAJUDDIN AHMED

PRIME MINISTER OF BANGLADESH
TO THE PEOPLES OF THE WORLD & WEST PAKISTAN

Pakistan is now dead and buried under a mountain
of corpses. By resorting to pre-planned genocide
Yahya must have known that he was himself digging
Pakistan's grave. The subsequent massacres per-
petrated on his orders by his licensed killers on
the people were not designed to preserve the unity
of a nation. They were acts of racial hatred and
sadism devoid of even the elements of humanity.
Professional Soldiers, on orders, violated their
code of military honour and were seen as beasts
of prey who indulged in an orgy of murder, rape,
loot, arson and destruction unequalled in the
annals of civilisation.... It is, therefore, in
the interest of politics as much as humanity for
the big powers to put their full pressure on
Yahya to cage his killers and bring them back to
West Pakistan. We will be eternally grateful to
the people of the USSR and India and the freedom
loving people of all the countries for their full
support they have already given us in this
:,strqule. We would welcome similar support from
the People's Republic of China, USA, France and
Great Britain and others. Each in their own way
should exercise considerable leverage on West
Pakistan;" and were they to exercise this influ-
ence,'?ahya could not sustain his war of aggres-
sion against Bangladesh for a single day longer.
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Before God we tried to preserve this nation of
Pakistan in spite of the oppression, neglect and
servitude inflicted on us by your rulers these
23 years. But your leaders could neither tole-
rate the idea of sharing power with us nor would
they let go of us sufficiently to let us control

continued on inside back cover



introduction

I commend this booklet for the con-
sideration of all who are concerned
about the situation in East Bengal.

And which of us cannot be concerned ?

From a humanitarian view, it has been
the greatest calamity in suffering
since the bomb fell on Hiroshima.
From a political view, it has been
the most ruthless denial of democracy

since Hitler.

It is a cause of shame that the
richer of the nations of the world
did not act earlier and do more to

meet the human suffering.

It is a cause of shame that the demo-
cratic nations did nothing to vindi-

cate the freedom of which they boast.

We cannot say what the future will
bring in more suffering and more
repression; yet one can say with
confidence that Bangladesh will be

born.

7 July 1971 Lord Fenner Brockway

Pi hnw“ﬁ-ouk_vy

®






BANGLADESH
economic background & prospects

1. RESOURCES: The State of Bengal will be a country with a
population of 73 million and an area of 55,000 square miles. It
is an area with one of the highest density of population in the
world - about 1,300 per square mile —which is also one of the
poorest in the world. The per capita income is around $63.00.
The economy's mainstay is agriculture which employs 80Z of the
labour and provides 557 of the GNP.

2, DOMINATION BY THE WEST WING: During the past 23 years of
its union with West Pakistan it has suffered throughout as the
weaker partner in the game of power. In the early days when
politicians remained nominally in control of the affairs of the
country, the almost totally non-Bengali Civil Service structure
neglected the needs of Bengal resulting in not only economic
stagnation but also reduction in per capita income during the
mid-fifties. In the subsequent period when the defense services

‘usurped power, elimination of Bengal from power politics of

Pakistan was total. The parochial orientation of the civil
service and self-interest of the totally non-Bengali defense
forces provided for a squeeze of an intolerable magnitude on
Bengal. An area which historically was denied social and
economic infrastructure which could attract investment was forced
to donate assistance for the welfare of a better—equipped West
Pakistan.

3. BANGLA DESH'S CAPTIVE MARKET: A study of Tables IV and V
will show that Bengal has been a good market for West Pakistani
products which received protection of the highest order. Primary
commodities have been exported to Bengal from West Pakistan at
double the international price while manufactured goods at three
times the international price have swamped the Bengal market.
From Bengal, however, most of the imports of West Pakistan have
been - commodities available at international or near—international
price (except paper and newsprint). Over the 23 years West
Pakistan had a favourable balance of Rs8,000 million in its trade
with Bengal. Converted to the real value of rupees this
represents a balance of about Rs.4,000 million. During the same

period ‘Bengal earned almost 55% of Pakistan's total export

earnings. Of the total imports of Pakistan (exclusive of defense
imports) Bengal received less than 30%. In fact, her own trade



balance with the world has been surplus by Rs.5,500 million or
207 of her export earnings.

4. THE WEST WING MONOPOLISES AID: During the same period
Pakistan received foreign economic assistance of $7.6 billion out
of which about $1.5 million was in grant terms. The picture that
the trade balance tables represents clearly shows that Bengal did
not receive any part of that flow of assistance from the outside
world. The entire outstanding loan of $4.5 billion is a liability
of West Pakistan. By actual location of projects and utilisation
of commodity aid, however, Bengal has a debt burden of about

1.2 billion dollars. What it really means is that while her own
earnings have been utilised by West Pakistan, Bengal utilised a
small part of foreign assistance. It is, indeed, a tragedy that

a poor populous region in the middle of the twentieth century
became a net donor of aid to a wealthier region. Table IX brings
out the pathos of the situation more clearly. Of the total
expenditure incurred in Pakistan during the last twenty years only
28.57 has been in Bengal which had 567 of the population of the
country and in the early days contributed about 527 of the GNP.

All these facts point out the most unfair economic deprivation of

a backward region by her political partner in such a blatant
fashion that puts to shame the worst colonialists of the eighteenth
century. Bengal's political partnership with West Pakistan was

on an ideological basis - in protest and self defense against the
exploitation by the religious majority of British India. No omne
ever thought that this would turn into an economic exploitation

by a more developed West Pakistan. Her struggle is an attempt

at survival and a protest against exploitation.

5. BANGLA DESH'S BALANCE OF PAYMENTS: Bengal's balance of

payment position will improve with its break—off of relations

with Pakistan. While the total earnings of the country are applied
to meet the defense needs, debt repayment and the heavy import bill
of lopsided industrialisation of Pakistan, the poor cousin's
demands are always given secondary importance. Bengal's import
bill has constantly been kept depressed even though she has always
earned the bulk of Pakistan's earnings. It is true also that while
her earnings have remained almost at the same level over a decade,
various props like investment incentives, rebate on excise duty

and entitlement of earnings of bonus vouchers have been indis-
criminately used to boost up West Pakistan's export earnings.

A separate foreign exchange account immediately reduces the
scarcity value of foreign exchange in Bengal. Bengalts export
earnings were Rs.1,663 million from the world and at international
price of about Rs.700 million from West Pakistan. Among her
exports to West Pakistan, she has only to find a market for paper.
For other products, there is no problem in finding alternative

markets. Her imports in 1969-70 from the world came to



Rs.1,813 million and from West Pakistan at intermational prices
Rs.1,100 million. With this import liability may be added the
liability of servicing debt at Rs.300 million per annum. The
overall picture that emerges is not too bad for a developing
nation and for that matter for one of the poorest nations of the
world. With a dose of exchange reforms Bengal's exports of jute,
tea, hides and skins and fish ( previously she used to export
fresh fish worth Rs.300 million to India only) can secure her
enough earnings to provide for her debt-servicing cost and
maintenance imports. The question of financing development,
however, is a different issue calling for a fuller analysis of
planning the development of Bengal in the context of its
independent existence.

6. WEST PAKISTAN'S PAYMENTS CRISIS: Unfortunately, the story
in respect of balance of payment problem is not the same for
West Pakistan. Spoon-fed by foreign assistance and exploiting
the earnings of Bengal, she has consistently lived beyond her
means, and is vulnerable to any pressure which threatens her
external subsidies. Her own earnings of Rs.1,600 million from
the world and about Rs.1,100 million (in international price)
from East Pakistan is totally inadequate in relation to her
import bill of Rs.3,285 million from the world and Rs.700 million
(in international prices) from Bengal plus defense imports of
Rs.600 million and debt servicing liability of Rs.700 million.
Again except for raw cotton worth Rs.280 million, alternative
markets for her exports to Bengal are very difficult to find.

It will be particularly difficult to substitute her market for
textiles in Bengal since the world market is highly competitive
and Pakistan can only compete through heavy subsidies. Marketing
of rice, wheat and edible o0il seeds with West Pakistan's produc-—
tive efficiency is almost impossible. For the same reason
marketing of cigarettes, cement, drugs and machinery is not very
easy. The exceptional reliance on foreign assistance may prove
difficult in as much as claims for international assistance will
be on much weaker grounds.

7. INJUSTICE IN THE DEVELOPMENT FIELD: Turning to the problem
of planning and financing development activities of Bengal, it
will be interesting to analyse the story of the most recent years
for which accounts are readily available. What happened in
1968-69 in the context of Pakistan's development effort, will be
very instructive in speculating about future prospects and
strategies. In 1968-69 Pakistan mounted a development program
of Rs.9,340 million, Rs.5,100 million in the public sector and
Rs.4,240 million in the private sector. Bengal's share in the
massive program has been a paltry Rs.3,130 million, only Rs.954
million in the private sector and Rs.2,176 million in the public
sector. For the Development Program, for the private sector the
various financing institutions which were located in West Pakis-
tan and dominated by West Pakistani bureaucracy offered institu-



tional credit of Rs.250 million only. In the public sector the
central development program directly accounted for about Rs.225
million while the provincial program was for Rs.1,951 million.
This program was financed by Rs.293 million of provincial revenue
surplus, Rs.516 million of external assistance in foreign
exchange and central rupee assistance of Rs.1,144 million. West
PaRistan's program, on the contrary, has had the lions share.

Its total program was Rs. 6,213 million. Rs.3,286 million in
the private sector and Rs.2,927 in the Public Sector. This was
made up with Rs.1,426 million of central development program
(including Indus Basin Works of Rs.921 million and Rs.1,501
million of provincial development program. The provincial program
in the case of West Pakistan was financed by Rs.412 million of its
revenue surplus, Rs.403 million of external assistance in foreign
exchange and Rs.686 million of central rupee assistance. For the
'dynamic' private sector of West Pakistan, the institutional
credit provided by central financing institutions amounted to
about Rs.500 million. Thus central resources flowed to Bengal at
about half the rate of its flow to West Pakistan.

8. FINANCING DEVELOPMENT - THE INSTRUMENTS OF EXPLOITATION: It
will be of interest at this point to understand the concepts of
provincial revenue surplus and central rupee assistance to the
provinces. There has been a revenue sharing system in Pakistan
under which the provinces receive revenue assignments from central
taxes. The West-wing based decision makers of Pakistan always
denied Bengal its proper share in revenue assignment and specially
up to 1962 when the matter became subject of national debate.

Much against the intent of the majority recommendation of the
1962 Finance Commission, a system of revenue sharing was
established which gave only nominal weight to populatlon strength
of the provinces. Then in 1968-69 while Bengal received Rs.571
million, West Pakistan received Rs.567 million in revenue a3sign-—
ment from the centre. The logic of revenue assignment is augmen-—
tation of provincial revenues from the more elastic sources of
government revenue,particularly to enable the provinces to meet
the maintenance expenditure on completed development projects.
All the elastic sources of govermment revenue in Pakistan such

as income and corporate tax, customs duties, sales tax, wealth
tax, excise duties, etc., are central heads of revenue while the
provincial sources are the inelastic ones such as land revenue,
stamp duties, amusement tax, etc. Without revenue assignment,
the provinces had no chance of securing any revenue surpluses.
Central rupee assistance comes out of the rupee resources that
the centre is able to generate and then save after meeting
central revenue expenditure and central development expenditure.
In 1968-69 central rupee assistance to the provinces was in the
order of Rs.2,728 million but the net receipt of the provinces
was Rs.1,630 million. Bengal had to pay debt charges on central
assistance (which is mainly in terms of loan) and external debt
to the tune of Rs.488 million. While West Pakistan had to pay



Rs.410 million. Here also the payment from Bengal is dispropor-
tionately high because all central rupee assistance given prior
to 1962 (which went primarily to West Pakistan as development
investment, whilst Bengal was totally neglected during that
period) was written down. Thus even though central assistance

to West Pakistan to date has been more than double that to Bengal
and only one-third of external loans has been utilized in Bengal,
Bengal has been paying a higher debt service charge than West
Pakistan. Again, central development expenditure on which

provinces pay no debt charges is utilised mostly in West Pakistan
(about 567 in 1968 -69).

9. Let us now examine as to how funds for central rupee assis-
tance accrue. In 1968-69, public sector development funds of
Rs.5,103 million consisted of revenue surpluses of the central
government, Bengal and West Pakistan to the extent of Rs.1,448
million, Rs.293 million and Rs.412 million respectively, deficit
financing of Rs.540 million, counterpart rupee funds generated by
food aid of Rs.400 million, external assistance in foreign
exchange of about Rs.1,060 million®and external assistance in
rupees generated by commodity aid and technical assistance as well
as rupee coverage in project aid of about Rs.950 million. Central
rupee resources thus were a total of Rs.3,338 million, out of
which Rs.1,830 million went to the provinces as net assistance.
As far as Bengal is concerned this net assistance really meant
inflow of goods worth about Rs.600 million (Rs.300 million worth
of food items and Rs.300 million worth of commodity aid) and
almost the entire amount of national deficit financing. For West
Pakistan, however, the amount of net assistance represented less
than the inflow of goods from the outside world, Rs.100 million
worth of food items and Rs.650 million worth of commodity aid.

10. Thus the development program of Bengal in 1968-69 was
financed as follows:-

provincial revenue surplus Rs.514 m

foreign assistance in goods Rs.604 m

generating rupees for public sector

foreign assistance in foreign exchange Rs.514 m

deficit financing of the centre Rs.540 m
m

institutional credit for private sector Rs.250 (inclusive of

foreign exchange obtained from abroad
by such institutions)

private saving Rs.704

Rs.704

2,905



Central Program 225 (inclusive of
external assis-

tance in foreign
exchange of about
Rs.20 m)

Rs.3,130 million

11. 1In Tables II and III an attempt has been made to estimate the
levels of revenue earnings and revenue expenditure of Bengal, if
there was no central government in 1968-69. It will be observed
that revenue earnings of Bengal in that year amounted to a little
more than 107 of GDP. While in West Pakistan revenue earnings
equalled about 187 of their GDP. Bengal is an under—administered
area and hence the national revenue expenditure in 1968-69 would
have left her a surplus of Rs.64l1 million as against a surplus of
Rs.378 million in West Pakistan. What is obvious, however, from
this analysis is that Bengal will not be worse off in the absence
of a central government if she does not have military ambitions.

Her development program for 1968-69 was financed by the revenue
surplus of both the province and the centre only to the extent of
Rs.498 million. If she gets her own share of foreign.assistance
(one on the basis of her population, level of economic existence
and administrative ability available in-the country) her revenue
earnings can rise, not to speak of the increase in foreign
exchange content as well as rupee generation by external assis-
tance. Some economic reforms designed to secure better alloca-
tion of resources can also be instrumental in securing higher
revenue for the government.

12 PROSPECTS FOR DEVELOPMENT IN AN INDEPENDENT BANGLA DESH:
Bengal's most important problem is population control and increase
in food production. She has fertile soil, some 22 million acres
of cultivable area. But her agricultural practices are outmoded
and the capacity of her small farmers to apply modern inputs is
restricted. On top of everything she is vulnerable to annual
floods and cyclones which do damage her crops. She relies
primarily on one crop of rice grown during monsoon seasons. Out
of her annual production of 11.5'million tons almost 7 million is
aman crop (monsoon crop), 1.5 million is boro crop (winter crop),
and 3 million is the aus crop (early monsoon crop). The per
acre yield of rice in Bengal is one of the lowest in the world,
about half a ton per acre (winter crop yield is a little better).
Almost 10 million acres of paddy land are affected by floods
which reduce crop yields by an average of 25% annually. The .
deficit of foodgrains currently is about 2 million tons requiring
annual imports worth $100 million in addition to food aid

eived under FAC, WFP and PL480 Title II. The low yield per

rec
mary dependence on one annual crop, however, leave

acre and pri



room for optimism. With better institutional arrangements for
securing supplies of inputs and social responsibility instead of
individual responsibility for better agriculture practices, the

war on the food front is not impossible.to tackle. But population
control is much more difficult and requires a more concerted action
and total commitment. While density of population is an evil, it
also facilitates prov131on of services spec1a11y clinical services
at a lesser cost in as much as greater coverage can be provided by
limited physical facility.

13. Bengal's emphasis should be on agriculture - foodgrains
production, jute growing, oilseeds production, tea plantation,
horticulture and pissiculture. Gains in these areas will give her
import savings as well as export earnings. Gains in these areas
have also to find her new jobs for her large labour force.

Finding employment for her people is one of the most serious
problems for the economy of Bengal. She has presently a labour
force of 25 million of which almost a total of 7 million are
unemployed. It is agricultural development which will have to
provide most job opportunities. Industrial growth should be
limited to agro-based industries, (like jute, food processing, fish
processing) balancing of cotton textile industry and petrochemical
industries. The opportunities of employment in industrial develop-
ment will, therefore, be limited. At present a large number of
Bengalis work as semi-skilled workers in the UK, there is also a
good number of Bengalis working as experts abroad, e.g. engineers,
doctors and teachers. These adventurous sons of Bengal have not
only found jobs for themselves abroad, but.are also contributing
to the development of the country by remitting scarce foreign
exchange to the tune of about $15/20 million a year. It may be
considered whether training of personnel for the purpose of
exporting skills should be done on an organised scale.

14. Bengal is an area with hardly any mineral endowment. The
only find of the last 23 years is large deposits of natural gas
which are being utilised only nominally. Finds of coal and lime-
stone entail problems of exploration and exploitation. With
better trade relations with India, however, availability of coal,
limestone and stones become a matter of secondary importance.
Utilization, however, of gas deposits is essential for Bengal
particularly in the development of a petrochemical industry.
Bengal, perforce, has to be the land of plastics. Plastics for
construction work, plastics as substitutes of wood and steel,
glass and aluminium have to provide for the welfare of Bengal.
Other than agro-based industries, Bengal's industrial future

lies essentially in the petrochemical industry.

15. DEVELOPMENT STRATEGY FOR BANGLA DESH: Development strategy
of Bengal should lie primarily in simultaneous population planning
and improvement of agriculture through massive provision of inputs
by the public sector. The second priority should be on develop-






