Chapter 2

EMERGENCE OF BANGLADESH AND ITS ECONQMY AT
THE BEGINNING

1. Introduction

The disintegration of Pakistan and the birth ofla new
sovereign state, Bangladesh, was one of the traumatic events of
19fi’in the history of the politiCal worlde The birth of Baﬂgladésh' 
wés{'unique' in the sence that it emerged out of a successful natidﬁa;
liberation movement waged against *internal colOﬂialiSm'l. | |

In 1947, the British left India, and Pakistan was creatéd'l
asAén independent state f£0llowding the 'Indian IndepeﬁdentAAct.'

1947' passed in the British Parliament. The new nation,Pakistan'was: :
coﬁposed of two.wings, west Pakistan, then centered round-Karacpi,
_ané East Pakistan (now Bangladesh) centered rounc¢ Dhaka. Since 1947,
Eaét Pakistan had passed her 25 years with the unién of-Pakistana-
But within ﬁhis 25 years there was no new radical change in the
econcmic life of the mass of the inhabitants of East Pakistan. In

| the words of Just Félland and J.R. Parkinson, “Their way of life 1

is still much as it was a century:or even two ago"z.

The Bengall ecocnomists termed this period as a ‘time 6£-.
ec?nomic exploitation, in fact, a seccond colonial era"after»
'British. The ecocnomic growth that had taken ﬁlace 1h Pakistén,
acﬁually benefitted west Pakistan at the cost of East Pakistan_ 
which becare gradually poorer in the process of development.lln

other words, West Pakistan marched two steps forward while East

Pakistan marched two steps backward during the 25 years of Pakistani:
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colonial rule. :

This chapter is so designed as to enable one to know the
nature of the evolution of the civile-military bureaucracy in the
power structure of Pakistan (Section 2), the extent of economic
exploitation of East Pakistan by west Pakistan and the transfer of
rescurces fram East,Pakistén to west Pakistan by varicus direct and
indirect methods (Section 3), which following the provincial autcno@fi
movement ultimately led to the disintegration of Pakistan angd the |
emergence of the new state of Bangladesh (Section 4). This picture
of economic expleoitation, along with the war~time damages will
enable one to understand the actual econcmic ccnditicn of ﬁangladesh

just after the liberation movement was over (Section 5),

2. Emergence of Civil-Military Bureaucratic Elite and Bengald
Participation in the State Power of Pakistan
a) Emergence of Civil-Military Bureaucreacy

The new nation of Pakistan, as viewed by the political
thinkers, was not ruled by the political leaders but by the civil-
military bureaucracy from the very beginning. The bureaucratic
elite in Pakistan had been 'in effective command of the State power*
right from the beginning. They functioned with a 'parliamentary
facade of politicians', in the early 1950s, but in 1958 they *openly-
seized power' following @ military coﬁp. which they had been exer-
cising in practice since 19473.

The fact that the bureaucratic elite played a dominant role

in the power structure of Pakistan as well as in the policy-making

agencies, was due partly to historical and partly to social dynamics.
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History tells us that the bureaucracy was the chief instrument of
control and domination in British India. Its control over the QGVernh
‘ment and its monopoly power of decision-making was 2 prominen£ fea~
ture of the British colonial rule4. After partition, Pakistan as a
post=colonial state 'just inherited an ovér-developed state apparatus
and its institutionalised practices's. aﬁd the bureaucratic[elite
in Pakistan 1nherited the *attitude' and ‘orientations' of their

predecessors6

« According to Aungus Maddiéon, “The politicél and'
administrative system that was institubed in Pakistan was very much
similar to that which functioned in Colonial India = 'a highly
centralised and unitary system conducted by the bureaucrats® =
‘pakistan uniike India, copied the British Colonial apparatus and
not the *white Hall Democracy"'7. |
The fact that the bureaucratic elite began to dominate the
State Power, was due partly to the *oligarchic® nature of thé ﬁo;i—
tical leaders who came to power in Pakistan after partition.‘Thef
had very little pecople’S support in the society. The histor;Cal_
reason was that many of the leading poliﬁicians in Mualiﬁ Leagué
(Party in power in Pakistan after partition) had just migrated from
India, particularly from the North—Western part of Indis. As a
result, they virtually lost their earlier political constituenciés
and were reluctant to face any general election from new consti-
tuencies fo; fear of losing powere. Practically, the political'
leaders could not base their aﬁthority'on 'popular will' within a
democratic framework. |
But soon the opposition grew up against the oligarchic rule

of the central leaders fram the different regicnal leaders. This
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made them more furious and to counter oppoOsition or 'in their bia
to stay in power', the political elites framed an ‘working allia'nc‘e‘9
with the civil bureaucrats — an alliance which dominated in the
later years,. specially after 1954 till the disintegration of pakisg-
tanlo. |

Thus the slow pace of political development in the early
fears of Pakistan created opportunities for the civil arena. The
more ambitious and cunning of them took advantage of the si£uat10n
an¢ came to occupy high policy-making positions. ‘They wanted at
best, as Mian Iftekharuddin put it in the Constituent Assembly as
an ‘administratively controlled democracy' as against a 'democrati-
cally controlled administration'll._

The military officers like the civil bureaucratic elites
also became more powerful soon after partition. The necessity of
a strong defence force arose because of continued hostility with
Incia over Kashmir and a subsequent war with Incia. Besides, in
many internal affai;s. the Amy played a critical role during the
1950s, facing which the civil government failed. The Army was called
several times to tackle some extraardinary situations such as the
'Lahcre Riots' of 1953, the 'Industrial Riots® in East Pakistan of
1954 and the large-scale smuggling in East Pakistan during 1957-
58. And through their participation in day to day administfatibn,
the Army gradually ‘sensitized’ into national politics. The officers
themselves thought that they were very essential for the 'existencé |

of Paklstan' and it was felt that 'only the Army saved Pakistan

from being wiped off the map of the world'lz.
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And finally, following this path the Pakistan Army, taking
the -advantage of political instability of the country during the

13, took over state power under the leader=

mid—and %% late £ifties
snip of General Ayub kKhan (the then COnmanderbinQChief) on thq éth
October, 1958, Thus within a decade after partition, the fatevof the .
peosle of Pakistan was chained with the framewofk of a civ;l-military
bureaucratic rule, which continued upto the last'days of united
Pakistane. The character of this rule has been apﬁl}‘summarised by.
K.B. Sayeed as, 'a partnership betwean the Army and the civil

serVice’14;

b) Bengali (East Pakistani) Participatioﬁ in the C-i‘i'il'—Miiitary
| Bureaucratic Elite Groups ' |

In the power structure of the Central Goverhmént as well as
in @ther key posts of Pakistan, there were an imbalance in respect
of‘regional representation between East and West Pahistan.'Pblitid  
cally, it is useful to recall that the main leadérship of the Muelim:
ILeague at the time Qf partition was in_the hands 6f_the ncn-Bengalis.
and in the first cdecade follawing independence, Benéali particiéa- _
tion in the national politics was limitedls. The civil-military
bureaucratsfwho were the ultimate policy;makers in Pakistan, were
mosﬁly the West Pakistanis, especially the Punjabis. Coﬁsequently,_
Bengali participation in the goverﬁmental higher posts was meagrels.
A study by Ralph Braibanti, however, viewed that the poor rep.feSéxita-— '
tion of East Pakistan in the central elite service of Paki#tén was -
the result more of histrocial forces than the machinaztion oOf any |

particular regiocnal cliquel7.



27

Histrocially, before partition Bengali Muslims were'generélly:’
poor peasants, ruled by the Hindu Zamindars, who never tried to
change the way of their life. Naturally, the Bengali Muslims 1n_'
East Bengal remained backward both economically ahd educatiénalﬁy.'
But the Muslims of North-Weé;ern India, on the other hand, were. |
comparatively more developed, who mosﬁly migrated to wWest 3akistan,A-
And especially the Punjabis had a long tradition of bureaucratic
participation in British Indiale. Thus &t the time of partifion;
only two of the 95 Muslim iCS-IPS (Ihdian Civil SerVice - Ihdian
pPolice Service) officers who optedAfor Pakistan, were from Ecst

19

pakistan®~. About half of them came froum other parts of India and

fully one-third came frcm the former Punjab. As a result, the high
.officials in East Pakistan in the Bistricts, Diviéions, Sub-pivisith'
éndjthe Secretariat were almost all either from the former Pudjab
or froum the other parts of India who culturally and linguistically
were more‘akin to west Pakistane.

- Thus Table 1 shows that the representation in the civil
service of Pakistan from East Pakistaa was very low both in abSolute
and percentage terms. But it should be noted here that to increase

Bengali representation in the higher Civil service of Pakiétan'

(Csé), post-indGependence recruitment policy was geared through an
20

int;oduction of qﬁoﬁa system” ., AS a.result, a cénsiderablé‘inc:ease“
cf East Pakistani representation in the CSP during the late 1950s
and the whole of the 1960s, &s shcwn in Table 1 had been recorded.
But nonetheless, the initial lag resulted in a continuing gap between

the participation of the two wings.




Table 1

East-West Representation in the CSP (1948~1968)
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gast Pakistan

Year: No. of ‘wWest Pakistan
CsP Officers NO. % Of No. % of
total total
1948 18 2 11.1 16 88.9
1949 20 9 45.0 11 SSaQ
1950 11 4 36.4 7 63.6
1951 17 5 29.4 12 70,6
1952 13 3 23,0 10 77.0
1953 25 7 28,0 18- 72,0
1354 17 5 23,4 12 70.6
1955 21 11 52,4 10 47.6
1956 20 7 35.0 13 65.0
1957 24 10 41,7 14 58.3
1958 25 12 48,0 13 5240
1959 130 10 33.3 20 66,7
1960 28 11 39.2 17 60.8. .
1961 27 12 44.5 15 55:5
1962 28 13 46.5 15 53.5
1963 31 13 41.9 18 58,1
1964 33 14 42.2 17 57,8
1955 30 15 50, 0 15 50.0
1966 30 14 46.7 16 53.3
1967 20 13 65.0 7 35.0 -
1968 20 11 55.0 9 45,0

Nctes Army Officers who joined the civil service are not in this '
list and all of 14 Army Officers were frum West Pakistan.

source 3 Compiled from Establishment Division, Civil List of the
Class I Cfficers Serving Under The GOP, 1348 toO_ 1969:

Gradatlon List ot CSP.

GOP.



Cne of the most common complaints of the Bengali civil
servants was that whatever Bengaldl representaticn existed in the
central secretariat was in the lower echelons or the EBengalis weré
posted in the departments which did not influence the 'vitai-a:eas
cf national policy'. The bulk of the Bengaii representation in. the
Central Secretariat wés mainly at the Secticn Ofiicer or Deputy . |

Secretary level as shown in Table 2.

Table 2

Secretaries and Other Key'Posts in.the Central
secretariat of Pakistan (1356)

51, Rank Number East west

Ws Paxistan Paxkistan:

le " Secretary : ‘ 19 Nil 19

2. - Joint Secretary 41 3 38

3. = Deputy Secretary 133 10 123

4e - Under Secretary 548 38 © 510
Total 741 51 690

Source 3 Constituent A§§emb;y of Pékistan, Debates,
Jeanuary 1, 195, Vvol, 1, No. 52, pr. 1lE43-i4.

But the»most striking fact wasvthat the East wing had,to
wait for about 15 years for a post of Secretary in the Central
secretariat. Thus in 1564, there,weré only two Secretaries £rom
naét Pakistan at the Centre.(one in the National Assembly secre?
tariat, the other as the acting Secretary in the Plaaning Lepart-
ment). And there were only 5 Joint Secretaries from Last Pakistan
(two in Law, one in National Assembly, one in Food and one in

Heelth)ZI. In 1966, there were 4 Secretaries from East pakistan
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at the Centre (Ecucation, Law, National Assembly and. one asvactingx'
Secretary in the Planning Lepartment) and 7 Joint Secretaries
(Finance, Fooé, Law, the Naticnal Assembly, Health, Natural Résources
and Chief Controller of Import and export who was given the status
of a Central Joint Sedretary)zz.

But here again, the East Pakistanis were never posted in-the '

Key posts like Secretary of Establishment, Einanée, Home Aff;irs,
Lefence, Economic Affairs and Commerce and Industries, Likew;se, the'“
pust of Deputy Chairmen 6f the Planﬁing Commissicn with the status -
of & central minister as one of the key-decision mékers, speclally
auring the Ayub regime was never occuried by an East Palistanizs.

| It was believed that there were three types of central
policy-making institutions in Pakistan, specially iz the Ayub
regime. These were:- |

1) Commissions of Enquiry,’
1i) The Central Secretarjiat, and
iii) The Public Corporations.

Like the Central Secretariat, as we have noted earlier, so far,
Bengall participation in Enquiry Commissions and Public Corporations

was minimal. Thus out of 280 members of the thirty three (33) major

commissions of enquiry, there were only 75 from East Pakistan24,

Similarly, among the members of the boards of directors of the 13

(thirteen) central carporations, there were 87 from west Pakistan

25

. . - !
as opposed to 17 frcm East Pakistan®~. The fact that makes the

matter worst, was that of the 13 Public Corporation presidents in

26

1966, there was only one from East Pakistan® . Thus the camplaints
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of the Bengalis that they were not posted in higher posts appeared
to be justified,

Even among the Class 1 Officers of various divisions in the
Central Secretariat as shown in Table 3, the Bengali participation
was very low over the years 1963-1966. AnG this gap between the
East-West representation continued upto the last days of the Pakistan
period in some divisions, though a considerable increase of Eengali
participation (Appendix A) is recorded in some other divisions during
the late sixties,

Table 3

East-west Repreéentation among Class 1 Cfficers in
Divisions of the Central sSecretariat of Pakistan

Division : 1963 1964 1966
East Wast East west East west:

Cabinet 3 23 4 20 5 21
Establishment 8 28 9 27 10 27
planning 13 44 17 46 19 61
Economic Affairs 6 39 9 40 11 36
refence 1 38 6 35 4 38
Industry 4 22 7 19 e 14
Houme 4 32 3 30 3 26
Education S 25 ' 22 6 21
'Health 3 16 5 10 8 16
'Foreign Affairs 13 83 14 94 18 50
Finance 21 91 20 106 27 107
Finance

(Military) - - . 1 37 3 34
Ayriculture 6 S0 4 37 S 35
Coumerce 12 40 11 42 22 24

Scurces Civil List of Class I Officers Serving Uncer the GOP ,

fgggblishment Division, GaP, 1st January, 1963, 1964, .
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The story does not end heré. The situation further worsened
by the fact that in 1560, even in the Secretariat of East Pakistan,
the chief-Secretary and the Secretaries of Planning and Deve10pnkn§;'
Food and Agriculture, Works and Housing had been from west Pakistan._
And despite the adoption of a'policY'of posting East Pakistand
' civil servants in East Pakistan in 1961, the Chiébeecretary and
the Secretary of Agriculture were from west Pakistan in 1967-6828.

During the Ayub regime, however, some measures were ﬁaken to
increase the East Pakistandi repreSentation. For example, the pbst of
the Chief- Controller of Imports and Exports was held by £ast Pakis-
tanis since 1963 and the posts of,Députy Secreta;y'of Cabinét and
Establishment Division were invariébly held by East Pakistahis
after 1962. The head of Industrial Development Bank of Pakistan
(IDBP) and State Bank of Pakiﬁtan,Were also from East Pakistan, But
nonetheless, there was a common bgiief among the Bengall civil
servants as well as other '1n;elligent1aa' that these pOSts.were
granted to those who were 'acceptable' to the power dcminaﬁed by
the Wwest Pakistanis; And those who'féiled to serve the 'Authorities®
interests were 'squeezed out' or transferred to ‘penal’ posgszg.. |
Thus the remaining chosen were saﬁired as 'official show boys!
having no effective power.

In the case of Army, the Bengalis had in fact. no representa-ﬁ
tion among the decision making top-rénking military'officers.'All
the tope-ranking officers came from West pakistan. Table 4 shows

that upto 1956, there were no General, Lieutenant-General, Brigadiers
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' and Colonels from East Pakistan, except only one Major-General, .
2 Lieutenant-Colonels and 10 Majorse.
Table 4

East—west Representation in the Army Officers of
Pekistan (1956)

Rank. East Pakistan  West Pakistan
General ‘ o (Ni1) 1 (one) |
Lieutenant-General 0 (N11) . 3 (Three)
Major-General 1 (one) 20 (Twenty)
Brigadier o (Nil) 35 (Thirty five)
Colonel 0 (Nil) 50 (Fifty) "
ILieutenant-Colonel 2 (Two) 198 (One hundred

' » ninety eight)
Major | 10 (Ten) 590 (Five hundred

ninety)

Source s Constituent Assembly of Pakisten Debates,
. January 17. 1958, .
A statistical estimate as in Table.5, shows that uptd
'January 1955, out of 908 army Officers, there were only 14 from
East Pakistane. And ocut of 600 Navj ‘Offlic‘er_s énd 700 Air Force

Ufficers, there were only 7 and 60 Offi_cérs respectively fré’m Eest .
Pakistan, ' |
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Military Elite in Pakistan (1955)

Service East Pakistan West Pakistan 'rotal_ o

Army 14 894 908
Navy A 7 593 600
Air Force : 60 640 700

Source 3 Raunog Jahan. Pakistan Pailure in National Integration.
axford uUniversity Press, Banglaaesh, 1973, Table 11, 9,
P. 25,

The low representation of East Pakistani _Bengaiis in the
Armed forcaes of pPakistan was partly due to historical reascns during
the first few years after partition and mostly due to the regional
_ cliques. The Pakistan Army from the beginning after the partitton.
followed the British pol.icY of recruiting army personnel from the
so~called *Martial Races* of HWest Pakistan, speéi,ally from four
districts of the Northern Punjab -~ Rawalpindi, Compbellpur,. Jhelum
and Gujrat, and two Aistricts of the North-west Frontier Province —
Peshwar and Kohatso. This policy of recruitment had the.effect of
almost campletsly excluding the Beng’alis_from tﬁe Army. Thus even
after 18 years of partition in 1963-64, East Pakistan' reip,r'es,en:ta-y_‘
tion on the whole did not exceed on an average 10 to 15 pefc;ent of
the totel officers and other ranks as shown in Table 6, Anclthe
above lmbdance remained more or less invariable upto the last days

of Pakistan.
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Table 6

East Pakistan's Representation in the Armed
Forces of pakistan (1964)

: ™
s e T
: (percent of Total)

Ae The Army

1) officers 5,0

2) Junior Commissicned Ranks | 7.4

3) oOther Ranks 7.4
B. ' The Air Force

1) Cofficers 16,0

2) warrent Officers : 17.0

3) Other Ranks - 30,0
Ce. The Navy .

1) Officers ' . : 10.0

2) Branch Officers . 5.0

3) Chief Petty Cfficers 10,4

4) pPetty Officers _ ' 17,3 !

5) Leading Seamen and below 28,8 '

Source s Hassan Askari Rizvi, The Military and Politics in -
' Pakistan, Progressive Publishers, Lahore, 1974, p. 177.

it 18, therefore, ciear from the above analysis that a ve:y
large majority of the civilemilitary bureaucratic elite, who were
dominant in policy making and policy implementaticn, were recruited
from west pPakistan, Naturélly. they (west pakistanis) exérciséd[a
great influence both at the pelicy making and policy implementing
levels in favour of West Pakistan. Here lies the root of eccnomic

exploitation of East Pakistan by West Pakistan. For, there were



136

sound reasons, examined below, as to believe that the Pakistani

civil servants were often influenced by regional c0nsiderations in

decision makinqSI. ' _ | Co

3. Exploitations of East Pakistan by west Pakistans Economic:
Disparities Between Easst and West Pakistan '

The nature and extent of economic exploitation as well as
economic disparity between the two wingé of pakistan are, howéver,_
complex andé debatable32. But there is little doubt that thé economy
of East Pakistah was relatively stagnant compared to ;hat ofvwéét
Pakistan during the whole period of united Pakistan specially ;duri'ng
the first decade of the period, All the available data indicafé that
"the initisl economic gap which existed between the two wings in
1947-48 increased substantially ovei the yearse

' Historically, inspite of many -other differences, at the time
of ﬁartition, the two wings of,Pakistan were econcmically more of
less similar, with a slightly higher per capita income in West
Paklstan. Both the wings were indﬁstriélly underdeveloped and had
been the produéé:s of agricu;tural raw goods like jute (East wiﬁg)
and cotton (West wing). Agéin. the two wings were industrially more
or less of the same size at the time of partition33.

? But the 25 years of Pakistani colonial rule. ‘based on trans—
fer of regources from East w;gg to west wing widened the initial
small gap that existed between ﬁhe two wings very tapidly.’Thus
Table 7 shows that Gross Regional Product:(GRP) cf East Pak;étéﬁﬂ
ip;reased Erom 2 12.360 milliqn in_1949-50 £O Bse 14,345 milldion
in'1959-60 and Rs, 23,119 mill;on in 1969-70, But the GRP of'West _

Pakistan, on the other hand, ircreased from 12,106 millicn in
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194950 £o %, 16,494 millicn in 1959-60 and to E. 31,157 million

in 1969-70. The average annual growth rate in Eest Pakistan was

2.0. percent and 5.4 percent in the first and the second decade
respectively. Compared to this, the annual growth rate in- West
Pnkistan was 3,6 percent and 7.8 percent in the first and the second
decade respectivelye.

[ Table 7
Gross Regicnal Product of East and West.
pakistan (at 1959—60 Constant Factor Cost)
! | (& in million)

Region 1949-50 1959-60 1969=70  Growth Rate
_ (in per cent) '
1st decade 2nd decade .

East Pakistan 12,360 14,945 23,119 2.0 5.4
West Pakistan 12,106 16,494 31,157 ' 3.6 7.8

SOurce s 1) The Third Five~Year Plan41965-70, Planning
COMiSSion' GOP, Dpe 1ie

31i) Reports of the Advisory Panel of hconomists for the
Fourth Five~Year Plan,19/0-75,Planning Commission,
Gop, IsIamEBaﬁ; July, 1970, Vol. 134,

The level of interregional disparity ih per éapita GRP'wént
on increasing since inaepenoence. Table 8 shows thiat in 1940—5&
the level of disparity was 19%; in 1952-60 it rose to 32% and 1n
196970 to 61%. This level of disparity indicates & highly differen~
tial rate cf development inithe two wings; The level of disparity
may, however, be higher if we consicer two other things. First, the
estinate of cutput of value added in some sectors was on the high
side for East Pakistan and on the low sidé for wést Pakistaﬁs4

Secondly, the purchasing power of rupeé was lower in East Pakistan
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than in west Pakistan. Thﬁsothe cost of living woS-S% to 7% higher
on an average in East Pakistan from 1950-60 to 1366-69 than in West

Pakistén (Appendix B) and the real wages in both urkani &nd rural

35

areas were much lower in the East”™~, indicating a high Iévei_of

disoaxity in terms of real inccme.

Table 8

Rate of Interregional Per Capita Disparity
in GRP of East and west Pakistan
(At 1959~60 Prices)

Year Per Capita Per Capita GRP ' EasteWest
GRP of East . of West Pakistan Disparity
Pakistan : o o Ratio

1949-50 R 287 . ks 345 1001119

1959-60 R, 269 _{ ke 355 | 100,132/

1969=70 Ree 314 o ko 504 . 1100.161
j R

SOurce t Reports of the Advisory . Panel of Economists for the _
: " Fourth FiveeYear Plang1970-7s, Planning Commission, GOP.
: ~ Islamabad, July, 1970, p. 136. '

More significantly encugh, the East wing continued to lag
beoind‘in gtructuxal development. The contribution‘of 1ndust£y'to
the GRP was growing more and more in West Pakistan than in Laat
Pakistan. Thus in East Pakistan, industrial contributiOn rose from
7% to 10% during 1951=52 to 1959-60 and in West Pekistan it rose
from 8% to 15% at the same'time36, reflecting a shift infdirootion

of structural change in the éeconomy of the two wings.
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1t is, however, basically difficult to ascértain_brécisely-
all the factors responsible for the growing economic dispérity between
East and West Pakistan sincCe partitione. ‘I‘he‘re were several compli_ex
ecunonic and non-economic factors that widéned econcnmic disparity
between the two wings. But there is lictle doubt-that tné whbie'
periéd'of united Pakistan was based on the-transfer of resources
from East Pekistan to West Pakistan throcugh a ccmbinetioh_of direct
'andfindirect methods. Before going to details.twc>crucigl_factors
shoﬁld be borne in mincd. First, the capital of Pakis;an was locaﬁed
in ﬁESt Pakistans first in Karachi and then éxpénSively re=located
in islamabad. gecond, a bulk of entrepreneurs migrated frCm £hé.
North-Westérn part of India'to_west Paklstan and settled_theré
permanently, who played the principal rcle not only in West pakis-
tan?s industrial developrent, but also captured almost all'ﬁhg key
bus;ness houses ¢f East Pakistan, faveured by the civil bureaucréts,
oribinated frcm west Pakistan, noted earlier37. Thus the migration
of 9ntrepreneurs and the location of the capital city became-enor-:
: mouély adavantageous to WestﬁPakistan in view of tne wide ccntrol
ovei the economy ¢of the ccuntzy38. |

Directly, rescurces were diverted from East PakistanltbLWést
pakistan as evident from the revenue and develdpnraeut budgetsi(rablé'
9), Thus frem 1950 tc 1970 énly R. 45030 millicn were spent in Esst
Pakistsn ccmpared to ke 11 3340 millicn iﬁ Aest Pakistau oh’ie§énue
and development acéount;4Table‘9 shows that East Pakistan's percen-
tage'share cf total development e#penditure varied from 20%7to 35%
from 1950 to 1970 and the remaining larger share of development

expenditure went to pwest Pakistan.



Revenue and Develophent Expenditure in East .and
Wwest Pakistan from 1950 to 1970

Table 9'

(Re in million)
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I

pPeriod Revenue Develop- Outside Total Develcpment
Expendi- ment Ex- Plan (1+2+3) Expenditure
ture penditure Expendi- as percen-
ture tage of All
Pak, total
- Development
| Expenditure
1 2 3 4 5
Ee %akistan
1950-~51 to | o
1954~55 1710 1000 - - 2710 . 20
195556 to o |
. 195960 2540 2700 - 5240 26°
1960~61 to : ' o
1964-65 4340 9250 450 14040 " 32
1965-66 to _ o
1969~70 6480 16560 - 23040 - 36
To&al e
(1350-70) 15070 29510 450 45030 28
W. Pakistan
1950~51 to _ .
1954-55 7290 4000 - 112390 80
1955~56 to ) » L
1959«60 8980 7570 - 16550 74
1960-61 to . . L S
1964~65 12840 18400 2110 33550 68
1965~66 to : : o
1969~70 22230 - 261000 3600 51950 - 64
Toﬁal '
(1950-70) 51340 56070 5710 113340 72
All pakistan | o
(1950-70) 66410 85580 6160 158370 - 100

Nbtes: Percentages are in round figures.
Source: Reports of the Advisory Panel of Economists for the- Fourth

Five Year Plan,19/0-75, Planning Commission, GOP, July,

1970,

Pe

235,
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The private sector allocation in EastAPakisfan also lagged
far behind compared to wWest Pakistan, and the rate of allocativé'
disparity was more in the private sector than iq the public éectbr.
Thus Table 10 shows that the allocation of rescurces in the private
sector was almost three tiﬁes higher in west Pakistaﬁ than inyéast
Pakistan during the Second and Third Plan periods. Moreover, the
mul{ti-—million dollar expenditure for the *Indus Basin Project' in

f Table 10

Development Allocation in the Public and Private
Sectors in East and West Pakistan (1959-70)

(s in miilion)

Sector -Second Plan Third plan -

‘ | (1960-65) (1965~70)

/ East = West East - West
Public Sector - . 6,700 10,800 11,300 - 13,700
private Sector .~ 3,000 10,700 5,500 16,000

i - L

‘Total - 9,700 21,500 16,800 ..29,700
Peicentage of Total. ‘ 31 | 69 | 36 .64

1

|
Soﬁrce 3 An Outline cE the Fourth Five~Year PlagL 1970-75
‘ Planning Commission, GOP. Pe 26.

_ wést Pakistan was not included in the Third Five-Year Plan3?. Again,
tge development expenditure for the relocation of the'éapital city
fﬁom Karachi to Islamabad, which benefitted only West Pakistaé; was
aiso not included in the,:hird Five-~Year Plan. Besidés, the budget
gipenditure mostly benefitted West Pakistan since the major"portiqn :
of the budget (more than 70 percent) went to defénce and admihigtrah

tion, centered in West Pakistan. Thus East Pakistan's share was
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much lower than west Pakistan's share taking the- above points into

consideration.

A similar discriminating policy was applied in the éase‘of
distribution of foreign aid and loans. From 1947-48 to 1959—60 o

Rse 939 million out of a total foreign development ‘aid of R 5421
million and B, 1290 million out of a total U.S. commodity aid of
Rse 4090 million were allocated for East Pakistan. These accounted
for, 'as shown in Table 11, East Pakistan's share of only 17% ano
30% Fespectively. indicating_larger percentages that were allocated
to wést Pakistan.

Even in case of_Centfal Government®s sanctions of 1nVe§tméd€,
'loans and grants-in-aid to the two provinces, thefe were markcd
discrepancies. Table 12 shows that between 1947-48 and 1960-61,
;otal investment and loans sancticned for East Pakistan was Bs,. 1720

|
mill;on and R, 1840 million respectively compared to ks, 4300 million

and ks, 2240 million respectively for West Pakistan. And at the'same
period grants-in—aia sanctioned for East Pakistan was k. 760 million
compared to ks, 1010 million fox west Pakistan. In all cases, per
capita sanction to East Pakistan was very much low campared to wést
Pakistan. And from 1960 disparity of the Central Government's grants-
1n-aid allocation increased further (Appendix Cle

But the most striking fact in this regard was thafc the
"coméitted amount of project assistance was not disbursed full} by
the executive autherities to East Pakistan. Table 13 shows that
betﬁeen 1960=61 and 1965-66 $.239 million was disbursed out of a
total commitment of § 486'million'1n East Pakistan, compareé]to

$ 299 million out of a total of § 458 million committed for West
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Table 11

Foreign Aid and Loans Distributed in East and
west Pakistan from 1947-60

(ks in milliqn)..

Category _ East "~ West Centre -_iotal

Foreign Development A

Alid 938.,8 3352,2 1130,0 5421.1
| | (17) (62) (21)

U.S. Commodity 1290.0  2620.0 180.0 -~ 4090.0

Add , (30) (64) (6) {

' Source 3 Economic Disparities Between East and West Pakistan,5f
Planning Departaent, Government Of East Pakistan, Dhaka.

1961, pe. 21.
~Note ¢ Round Figures in parenthesis indicate ‘percentage of total.

Table 12
Central Government's Sanction of Investment, Loans
and Grants-in-alid to the Two Provinces
(1947-48 to 1960-61)

(R, in million)

t

Head . East ' . West _

' Total Per Capita ks, Total Per Capita Bs,, '
Investment 1720 38 | 4300 117
Loans 1840 4 - 2240 el

Grants-in-aid 760 15 1010 | 28

Source i Economic Disparities Between East ana West Pakistan.
Planning Department, Government Of East Pakistan,
Dhaka' 19610 p. 18. .
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Pakistan. Table 13 also shows that the disbursed amount was even
more than the committed amount during 1960-62 in case of West
pakistan. '
Table 13

Commitments and Disbursement of pProject Assistance
| by Executive Authorities in Pakistan

_(In milliOn collars)..

Year Commitment isbursement {

East © West East " West

196&-51 | 23 , 38 20 40.
196@-62 30 23 21 45
1962-63 84 90 36 50
1963-64 150 116 48 a7
1964-65 90 78 ' 51 - 51
1965-66 109 115+~ 63 - 63

| 5 . .

Total 486 458 239 299
Sodrce s The Mid~Plan Review of the Third FIVE-YEar Plan. 1965-70,

i Planning Commission. GOP, D. 37+
i
|

The bureaucratic elites, thus, by their allocativeibiesiin
favour of waest Pakistan. made all possible efforts to develop a .
wider system of socio-economic structure in west Pakistan, through
federal expenniture and distributing scarce rescurces like- foreign
exohange. foreign aio, etc. This allocative bias was, however;.
defended by the Central Government on the economic ground thati
there were more demands in the Western wing from the absorption -

capacity pcint of view4°
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The highly imbalanced growth is alsolfound in casc.of developf
ment of socio-economic overheads between East and West Pakistan.
‘During the period 1947-48 to 1957-58, students' enrolmeﬂt'ih pr1marY»
"schools increased by almost 300% in wWest Pakiscan but in East-?akis—\
tan it increased by about 50% only. By 1965-66, again, prlﬁéry'
schcols' enroclment idcreased'by 209% 1n-Eést Pakistan, but‘thénqit.
was 507% in West Pakistan. In cases of secondary‘schools,-cqlleges
andiuniversity enrolment, & similc: imbal anced growth wcsffcund&'
Thefsame is also true in cases of route mileage of railways, road
miléage and radio licences issued, etc-41‘

- The road mileage in West pakistan was about nine~times.
more than that in East pakistan in‘1966-67}.the route mileage in
railways was three times greater in wWest Pakistan (5,335 miles)
thah that in East Pakistan"(1 713 miles). The number of motor
vehicles was ebout five times greater in west Pakistan (259395)
than that in Esst Pakistan (56 285) and the number of radio licences
| issued in west Pakistan. was more than double the number 1ssued in
East Pakistan42. All the statist1Cal information cited above thus.
reflects the fact that the socio=-economic system of west Pakistan
developed more quickly than that in East Pakistan after partition
byian undue overbiased allocation of federal résources in favour
of:west Pakistan,

" These Geveloped socio-economic infrastructure baSicélly'-
geared up the growth of p:iva;c sector in west Pakiétan'b§'réﬂccing'v
thé ccst of production and 1ﬁproving the scope of profitability for
.‘ fu;ther investment. Thus, private invéstment in East Pakistan_that
tock place during 1963-64 to 1967-68 was only 22% of the total as

compared to 78% in West Pakistan (Table 14).
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Table 14

pPrivate Investment in Esst and west Pakistan
from 1963-64 to 196768

(ke in million)

Yeai | East west Percentage of Total
East West
1963-64 547 2091 21 79
. 1964-65 817 2614 ~ 24 76
1965-66 681 2397 _ 22 78
1966-67 819 2918 22 78
1967-68 1038 3647 ' 22 78 .
“Total 3902 13,667 22 78

-

source 3 The Mid-Plan Review of the Third Five~Year Plan,
1965=-70, Planning Commission, GCGP, p. 39. ‘

!
- A

No doubt, Wes£ Pakistan had a good starting point Qith a
1a.fr:ger‘stock of capital and relativelj deveioped socio-economic
ovérheads in the form of power, transportation and Eoﬂnmnication
'"facilities, relatively rich natural resources and a comparatively
low density of population. East P'akistan, ocn the other handA, had
a low starting point with low level of infrastructure, lack of'
entrepreneurs, poor transport and communication facilities, highly
‘dénse bopulation, etec. Logically, the rate of economic growth was
- found to be sémgwhat faster in West Pakistan than in East Pakistan.

But the main complaint against the Pakistani regime was that
no effective efforts were made after partition fér a8 'balanced
growth' of the two regions. Though a sizbstantial effort on the
part of the Central Government was demanded by East Pakistan to

improve its socio-economic conditions, it was never realised. (n
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the contrary, the policy-makers of #he Central Government a;ted
in such a way that ‘the initial imbalance between the two wingé of
. Pakistan intensified further during the whole period of united
~Pakistan43. |
It 1s found that between 1950-51 and 1957-58, the import

~ liéences that were 1ssuedyto importers of East Pakistan valued.only B
o 35% of the total on an average, And bétween 1957-58 and 1964=65,
East Pskistan constituted only 31% of the total actual import§44.
There were so ﬁany barrjers in respect of'industrial'sanctiéns and
thus, sanctions for industrial schemes were not passed in due time
and many of the applied projects were rejected by the bureahcrats.

A study reveals that from 1960-61 to 1966-67 only 260 cases of
industrial sanctions were given by the Central Investmentfbfpmotion
'and Co-ordination Committee (CIPCC) in East Pakistan as .compared -to
682 in west pakistan?>, Thus for East Pakistan, it was Qniy'27;6%
oflthe total sancﬁion. |

In case of distribugion of loans, the Central Govgrnhent
cfedit-giving agencies also showed a similar stratégy of dlsparitj
to the private investors of East Pakistan. From 1960-61 to. 1966-67,
‘the Incustrial Development Bank cf pakistan (ILBP) distributed
.Bq 676 million as loans for East Pakistén, compared to E;’?fl
‘million for West Pakistaﬁ (Appendix D).
| From 1960-61 to 1965~66, Pakistan IncGustrial Credit and

Investment Corporation (PICIC) distributed R. 198,93 mili;on '
and R 697,21 million as loans to East and West Pakistan réSpeétively;
which ccnstituted East Pakisten's share of 22% of the tota;' | -

(Appendix E). And by 1968~689, 32.6% of the PICIC loans went 'to East
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Pakistan46. A similar disparity was shown in case of distribution
- of Natlonal Investment Trust (NIT) loans by regionse During 1962-
67, NIT investment amount to Rse 27.93 million and k. 46. 45 million
for East and West Pakistan respectively47 |

f Apart from these biased allocations, the Central Government,
_'par%icularly in the first decade, tqok the policy of industrialisa-
tian through the private sector by ext£EC£ing.surplus'fr0m aériéulé
tu.r;e and then re-channelling it to the private incdustrial sector.
This policy gravitated further the imbalance and differential growth
in, the two regions. For, East Pakistan with a8 larger share of export
Cr§ble 15) f£rom agricultural produuts, spec1ally ‘Jute” d 'Tea’,
than West Pakistan was affected sevérély by ;his pclicy;‘In.fégt;
the transfer of surplus from agriculture to industry meant a trans-
Sei of 'surplus of the agriculture of East Pakistan to the ;ﬁ&ustries
'offWest Pakistan, as the maximum import liCence-holders;:noted’
ea%lier. were west Pakistanis.

Table 15 3

Export Earnings of East and West Pakistan
from 1960=61 to 1966=67 -

(Bse in million) = .
Year East ' West: Share of East Pakistan

| | _ _ In Total (In peercent)
1960~61 1259 540 70
1961-62 1301 543 70
1962~63 1249 398 ' 55
' 1963-64 1224 1070 54
1964=65 1268 | 1140 53
1965-66 | 1514 | 1204 55
1966-67 1660 1325 . 56

-

SOurcez The Mid~Plan Review of the Third Five-Year Plan, 1965=70,
| Planning Commission, GQOP, p. 31.
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But the most effective direct method of transfer of resources
| from East Pzkistan to West Pakistan worked through the balance of
 payments. A greater amcunt of East Pakistan's foreign exchange
earnings was diverted to west Pakistan through a surplus 1n‘1hter-
national trade and a deficit in inter-regional trade. East Pakistan'
.had always & surplus in foreign balance (Appendix F), except 1n |
.1962-63 and 1963-64, but a continuous deficit in inter=wing balance
(regional trade), indicating a net transfer of rescurces £xom éast
- Pakistan to West Pakistan. West Pakistan, on the other hand, had
en overall deficit in foreign balance which was financed partly By
East Pakistan's_export earnings and partly by foreign aid, whefe
East pPakistan had also equél share.

| An estimate showed that such tréusfer may have amcUnted to
ns; 210 million per year £rom 1950 to 1955 and k. 100 millicn per
year from 1956 to 1960%8 .« The extent of deprivsticn is, however,
. difficult to measure with any precision. A ‘Panel of Economists’,
however, estimated.a_net transfer of'rescurces amocunting to

Ree 31,120 million at the rate of R, 1556 million per year»f;om
1947»48 to 1968-6949. In other words, the economic g£0wth.that had
taken plasce in West Pakistan was at the cost of East Pakistan.

f The economic exploitation by the extraction of surplus from
East Pakistan done directly through the deVQIOpment budget and other
oiaéed policiles of the GOP- and through the expropriation of foreign
exchange earnings and internai resocurce inflow to west Pakiséan was
‘élso accompanied by cther indirect methods ofvexploitation. Iud;rectlx

it was achieved by acquiring control over the modern capitalistic
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seétOr of the East Pakistan's eccnomy, through domination and ?ontrol‘
. of private industry as well as trade and finance by non-Bengali
;businessmen as a privileged group.

Historically, at the time and before partition the GCOnomy
_of East Pakistan (former East Bengal under British rule) had been
'~ dominated not by the Béngali Muslims but by the British merChantile'
'cépﬂtalists together with the Hindu and Marwari businessmen. Natu-
raliy, after partition when the Hindu and the Marwari businessmen
migfated to India; the vacuum was f£illed up by the non-~Bengali

Muslim migrant entrepreneUrsso

. The displacement of the Hindﬁland-
_the'Marwari businessmen was almost completed during the Indénpak'
wWaxr in 1965, when the Government of PakiStén passed an Ordinence
namely “Enemy Property Ordinance“SI. Besides, the West Pakisténi o
capitalists were also footing into the economy of East Pakistan at
the'very beginning. The land of East Pakistan was ccnsidered by
them as @ market for its exportable surplus and a scurce of raw—.
materials to feed their industries in West Pakistansz.

The Central Govergment's policies were also in favour of
the ncn-EBengali entrepreneurs that initiated them to come forward
in the business £ield of East Pakistan. Thus, it was estimated Fhaﬁ '
29% of the loans advanced by IDBP and 37% of the loans advanced'by.
PICIC sgainst East Pakistan upto 1971, went to the nen-Bengali |
ehtrepreneurs who wexe a very small minority in Eastgpakist$n53.
Following the Centrél Government'’s biassed policy, the non-Bengaﬂi
bhsinessmen, however, gradually captured almost all the key business
houses of baniting, insurance, trade, inland water transporﬁ, foreign

54

‘trade and copstruction™ s A study showad that 45.1% of total assets




'~ tan was regarded as internal trade without any fiscal restraints

| , | I !

|
of privately controlled £ims in East Pakistan was controlled by

some 43 families where there was only one Bengald conglOmerate.
55

i

._ placed as 29th in the list graded by siae of wealth™", Another study
showed that 14 non-Bengali companies frcm the aforesaid 43 families
conkrolled 75.6% of all insurance assets held by Pakistani companies

i .

whd owned 90% of total insurance business in East Pakistan.s6

.‘And
‘the non-Bengali~owned banks accounted for 70% of the total deposit
on;the eve of banking nationalisation in East Pakistan which was
mainly used to finance their manufactnring and trading Operationss7
‘ It is interesting to note here that most of the headquarters
of the non-Bengall firms were located in West Pakistan,. Naturally,
.lthe profits earned by these firms were diverted to West pPakistan,
indicating a net trensfer of resources from East Pakistan to West
‘ Paiistan. The business houses — foOr example, Adamjees, Bawanis

|
and Amins « used their profits from investment in East Pakistan to

expand investment in wWest Pakistanse.

; The transfer of resources from East Pakistan to West Pakis-
tan and econOmic exploitation of East Pakistan by West Pakistan was
o mainly possible because Qf the integrated-nature.of the two wings,
Tﬁe Central Government, as we have seen‘earlier, had theioverall
edonomic control in the f£ield of policy-making and impiementation
aﬁd there were virtually 'no roon for independent action' by the
East Pakistan Government. Along with theﬁbiased allocation of

rescurces against East Pakistan, trade between East and West Pakis-
59
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Moreover, the use of common currency and a8 freedom of move-
ment of money from one wing to_another.»enabled the West'Pakistani
businessmen to divert their profits from East Pakistan that-could-
be reinvested in West Pakistan. All these were defended by the
Central Government in the name of ‘one-econcmy® and on the so-called
meconomic grounds” that there were greater demande in the western
wiﬂg. And regional balence was never regarded as an feeonomic_
‘objeCtive" by the Central Government of Pekistan. |

4.;Movement Against Exploitation Autonomy Movement and Road to
f Bangladesh ’

It was quite natural for the Bengalis, politically the most
sensitized people of the sub-continent, to be dissatisfied with the
'one-economy policy to the Central Government, based on coldnial
‘exgloitetion. The lack of adequate representation in the central
sgrvices and Army personnel created e‘feeling of discontent in East
Pekistan from the very begihning. In the words of Begum Shaista
Ikramulla, 1y S feeling is growing among the East Pakistanis that
Eastern Pakistan 1is being neglected and treated merely as a 'coleny
‘of Wwest Pakistan®®9, |

This discontent was further hightened by the declaration
oé '‘urdu* alcne as the state language of Pakistan, and took an all-
| embracing shape after the firing on the students demonstrating 1n
fevour of Bengali in Dhaka on 21st February, 1952. This language
controversy together with the issue of economic exploitation geared7
up the strong regicnal feeling, that took the shape¥of a sﬁtogg!A 3

!

regional autonomy movenment in East Pakistan.
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t

The demand for full provincial autonomy was put forth as
early as 1950, which intensified after 1954, with the dismissal of
the United Front ministry by the imposition of Governor's rule in

6‘1. Though economic imbalance between East and west

Easﬁ'Pakistan
Pak#stan dates from 1947, it was not, however, a fulledown éontrc~
vqr;y‘until 1955. By the mid=50s eccnomic disparity became the focal
poiﬁt of ccntréversy between *the Centre and East Pakistan', when .
the East Pakistﬁn Awami lLeague (the largest Qppbsition party in the
thep East Pakistan) published a pamphlet called “wWhy Autoﬁomyﬁ'
showing the economic reascns for proﬁinéial autonamy. By this time
a‘séphisticated economic analysis by the Bengali economists focuss-'

! .
Iwa‘s also

.'ingf the economic disparity bétweén_ the East and west wings.l
published. In 1956, the Bengali economists formulasted an alternative
strfategg of economic development, mostly popularised as the ".two-
'ecolsrwmy thesis! égainst the Aone-ecorlxomy policonf the Cenﬁrél
GQermmtsz. |

The two-eccnomy theory gained momentous support from the
various strata of the Bengalli sociei:y like businessmen, industria-
liéts, urban workers and salaried middle class group, rural peé‘sants,
stt.%idents and even from the Bengalil bureaucrats and Army 0ffiCB’F8!630
Anq this ultimately strengthéx;ed the hands of the autonomists.‘
'Haw:r;lng material support from the two-economy theory, the autonomy
mo{rement took the full shape, barticularly after the Indo=pak War:
in ,11965 and mostly after the announcement of *'Six Pointé PrOgréxmtlé"
in’ 1366 by shiek szibur Rahman (the then leader of East P‘a’kistan

Awami League) as a 'Charter of Survival® for East Pakistan64.
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Finally, the path of autonomy movement, peocplek. uprise
in 1969, National Assembly Elcction in 1970 and at last, the crisis
of 1971 led to the final disintegration of pakistan®>, And Bangla-
'desh emerged &@s an independent state in December 16, 1971,.after
having witnessed & nine-month old'tragic and bloody libera;;dn
66

war .

5. Bangladesh Economy at -the Beginning

Falland and Parkinson expresseda the post—liberation economic
situation in Bangladesh thuss

®“In 1972, for the second time in twenty-five years, the

pecple of East Bengal (Bangladésh) were faced with the

necessity of adjusting their economy to & new ecohomic

order“67. '

During the 25 years of Pakistani rule, as we have seen.
no:attempt was made to develcp the socio-economic infrastructure
. of'this lande The partition of India in 1947, left East Bengal with
a structure of communications system unsuited for eéqnomic develop=~
ment and there was no ramarkéble structural change of the land
during the Pakistani period, |

And f£inally, @ nine-month ©0ld war of liberatibn in 1971,
.destroyed almost all that were achieved upto 1970. A survey of the
United Nations Relief Qperation showed that the material damage'
caused by the war in 1971 amounted to § 1200 million®®, Loss of
agricultural output amcunted tO some $ 300 million, damage of |
housing to § 200 million, and transport facjlities to § 130 mi{iigg.

Along with these, damgge of agripultural potentials, losgss of ahima131

1
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: and fishing equipments, damage to the postal services and tele--
communications, damage to sea ports and industries, etc. —-:a;l
these had bad effects on the economy of the newly born countrye.

The destruction of the economy during the liberation war
was made in three stages. In the first s;age of the liberation war,
‘heavy gun-power waé used by the Pakistani army, which meant massive
ci§ilian casualties and loss Of property. | | |

In the second stage of the literation war; the Mukti(Bahini :
(Freedom Fighters) took the tactic of guerilla war-fare. As & part
of the guerilla war policy, communication lines and transpott
systems were destroyed in order toOisturb the Pakistandi army'ﬁ
supply lines in the occupied area. Rail roads were for the most
part made out of order, river and road-transport were disrupted.
Atkenpts were also made to disrupt the economy by sabctaging jute
aﬁd tea exports, .

| Finally, in the thiid phase, when the Pakistani Army camé to

know that they had po surrénder. they took the *‘scorchede-earth
‘ policy' of destroying the rest of the economy7°¢

Throwing light on the economic position of that period,
Mr, Tazuddin ahmed, the Fiist Finance Minister of Bangiadesh in
his budget speech pointed out that the new government inherited a
pgralysed and bankrupt eccnomy after & nine-month ©ld war of libera-
tion, high ways and railways were completely disconnected; sea
ports and airports were ocut Of order; industries were partiélly.
and in manyicases campletely destroyed71. Besides, production in

the industrial sectors could not be started due to tne scarcity of

raw materials and machineries. Separation from Pakistan also needed
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new markets to be found for‘exports72.

In addition to these, new scurces of supply Of industrial
raw materials and machineries had to be found and the management
gap caused by the f£light of non-BengaliS, had to be filled up. The
goverﬁment had to rearrange its different organs, agencies and
boéiea. Besides, just aftér liberation, shortage of-essential
commodi ties, insufficient food supply and severe unémployhent creatéd
a very difficult situation. above all, millions Of destitude refugees
coming back from India, disabled freedom fighters, orphans anq
widows needed immediate relief and‘rehabilitation73. |

Even without the war damage of 1971,‘Bangladeéh would have
- been an intolerably poor and 0ver-pbpu1ated land with negligible
natural rescurces and literacy rate as low as 20%. The per capita
anﬁual inccme was only Tk-450 in 1969—7074. And in 1974, only cne -
cduntry in the world (Rwanda) was recorded to have smaller per |
capits income than Bangladesh’>, In the first year of independence
(1@72-73) the GDP of Bangladesh was wéll below that of 196370 as
may be seen in Table 16, |
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Table 16

GDP and its Components of Bangladesh at 1972-73 Prices

(Tk. in millicn)

sl. Sector: ' 1969-70 1972-7;
No. ’
1. Agriculture, Livestock, S » ,
Forestry and Fisherxy : 28830 24070
2. Manuf acturing o 5200 3580
3. Ccnstruction o 1840 © 1710
4, Power and Gas _ 150 150 E
5. Housing 2360 2360
6. Trade, Transport and ) ' \
Uther Services _ ' , 11650 11070
Total | 50030 42940

* The last noxmal year before the war of liberation.

SOurce s The First Five-Year Plan, 1973-78, Planning Commission,

In 1972-73, production in both agriculture end industry. failed
to reach the level achieved in 1969-70. Rice producﬁion andﬁindubtrial
output in 1972-73 was about 15% and 30% lower than that of i969770
Irespective1y76. In addition, there were shortfalls in exports and

imports, a sharp increase in money supply causing rise in the price

le§e1 and an alarming increase in the cost of living index. The cost

of ' 1iving index was about 50% higher in 1972-73 then that of 1969-
70. From the base of 100 in 1969—70 the cost of living index of an
industrial worker rose to 200.31 at the end of 197277. At~th§t
critical stage, naturally, revenue collection of the government

lagged behind and it failed toO cover even the current expenditure
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of the government78.'1n practice, Bangladesh was to.survive'an

international sympathy and she was looked upon by many as an “inter-
national basket case"79.

1

Though the struggle Sgainst Pakistani-exploitation aﬁdvthe
war of liberation réised high expectations of rapid economic~gr$wth-
among the people, the prevailing poveity was overwhelming and the
scércity of .regsources was acute. Clearly the government was in great
dilemma. It needed much rescurces for development bﬁt found virtually
no pockets for extracting any surplus internally. The situation can

best be understood from the abservation of the Planning Commission:

“"Bangladesh inherited & poor, undiversified economy,
characterised by an underdeveloped infra-struccure, '
stagnant agriculture, &nd a rapidly growing popula-
tion. She had suffered frcocm years of colonial ex-
ploitation and missed opportunities, with debéli-
tating effects on initiatives and enterprise.
Superimposed on all these were the war of libera-
tion, which caused seriocus damége to rhysical infra;‘
structure, dislocation in managerial and organisa-
tional apparatus and disruption in established

external trading relationship"ao.

| However, the GOB started its budgeting from 1972-73 guided
by‘the principrle of self-reliant growth with an aim in mobiliéing
more rescurces internally through various fiscal measures which we

shall discus in the following chapters.
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APPENLIX A

East-West Representation in Class I Officers in

Sume Divisions (1968-1969)

66

. Division. 1968 1969 :
East West ‘East Wiest
No. No. No. No.
Econ. Affairs 16 - 28 20 29
; (36) (64) (44) (56)
Commexce 19 33 20 41
-(38) (62) (33) (67)
Finance 10 27 12 30
(29) (71) (30) (70)
Agriculture 4 26 6 28
| (13) (87) (17) (83)
Incdustries 9 23 10 21
{28) (72) (32) (68)
Cabinet 3 21 4 22
' (13) (87) (16) (84)
Establishment 12 25 11 25
S (32) (68) (30) (70)
Planning 21 51 28 67
} (30) (70) (29) (71)
Labour and social ' | '
welf are 4 10 5 io
| (28) (72) (33) (67)
Infprmation and 5 15 6 17
Broadcasting (25) (75) (26) (74)
Defence ‘ 4 35 5 31
(10) (S0) (13) (87)

l

Note s Percentages in

round figures are within brackets.
) |N3
sovrces Civil List of Class I cificers Serving uUnder.GOP,

Establishment Division,

& 1 .

98%.




Appgndix B

Regional Differences in Cost of Living of
East and wWest Pakistan, 1959-67

(1959-60 = 100)

Year ‘ East Pakistan West Pakistan
1939~60 ' 100, 0 100, 0
1960-61 102.8 104.8
1961-62 106.8  104.7
196263 106. 2 : 102, 9
1963-64 102.6 106.4
1964=65 111,3 113.6

| 1965-66 122.3 - 112,0
11966-67 141.4 124,5

Source 3 Twenty Years of Pakistan in Statistics, 1947-67,
: Central Statistical Oftice, Ministry of Economic .
Affairs, GOP, p. 198,




Appendix ¢

Central Government's Grants-in-aid to the Two
Provinces, 1960=-68 (Budget Estimates)

68

(R in million)

Year East Pékistant wWest Pekisten
1959-60 3.4 ' 31.2
1960-61 4.1 2347
1961-62 1.0 241.2
1962-63 21.5 222,3
1963~64 42,6 219.2
1964-65 51.6 222.8
1965-66 36.1 192.9
1966-67 44,5 161.3
1967-68 3.7 148, 4

Source 3 Twenty Years of Pakistan in Statisgécs; 1947-67,
Central Statistical Office. Mindistry of EcOnomiq,

Affairs, GOP, pp. 287=95,
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Appendix D -

Distribution of IDBP Loans in Million Rupees
by Regions, 1961«67

Year . East | west .
196162 - 87 81 |
! (52) (48)
1962-63 110 69
. (62) ~ (38)
1963~-64 ' 195 149
' (57) (43)
1964-65 ' 86 150
(36) ' (64)
1965-66 - 47 149
(34) (74)
1966-67 151 173
' (47) (53) :
Total 676 771
(47) (53)

Note 3 Percentages in round figures are within brackets

Sources:s The Mid-Plan Review of the Third Five-Yezar Plan 1965=70,
Planning Commission, GOP, p. 41.




App endix E

Distribution of PICIC Loans in Million Rupees

by Regions, 1961-66

70

Ye aT:' East wést
196162 29.01 95,39
} (23.32) (76.68)
1962-63 47.02 102,99
; (31.35) (68, 65) |
1963-64 9,06 131.87
| (6.43) - (93.57)
1964-65 38.21 227.06
f (14.44) (85.56)
1965~66 7563 139,90
(35.09) (64.91)
Total 198,93 697,21

(22.20)

(77.80)

)

Note $ Percentages are w:l.thin brackets.

Source s The Mid-Plan Review Of the Third Five-Year Plan, 1965—7@.
PIlann] Ing Commission, GOP, p. .




Trade Balance for Bast and West Pakistan, 1948~1967.

Appendix F

(Re in million)

71

Inter wing

Year Foreign Balance _ Ooverall Balance
‘ East we Internzl Balance Eas wes
(west-East) - _
1948-49 146.8 ~648,3 120,5 26.3 -527,8
1949-50 244.1 -347.0 185,1 5940  «161.9
1950-51  758.2 +175. 4 208, 5 749.7 +383.9
1951-52  323.1 ~552,0 - 187.7 135.4 '=364.3
1952-53  276.1  =144,9 69, 2 206.9 | =807
1953-54¢  351.9 -183.3 235.0 116.9 +5147
1954-55  411.4  =-291,6 106.8 304.6. -184.8
1955-56  680.6 -222.1 95,5 585.1 -126.6
1956=57  '90.9 -817.8 197.7 -106.8 -520.1
1957-58  252,5  ~880.7 432,9 -180.4 ~447.8
1958-59  327.2 -580, 2 397.1 -59.3 -183.1
1959-60  424.3 . -1042.6 201.0 223.3 ~841.6
1960-61  244.8  =1633.0 455.4 -210.6  =1177.6
1961-62  427.8  =1693.0 450.9 -23,1  =1242,5
1962-63  230,6  =1802.0 484.4 -253.8  =1317.6
1963-64 =224.4  ~1906.6 384.0 -608.4  =1522.6
1964~65 =433,7 =2526.3 337.4 -771.1  =2188.7
1965-66 186,1 ~1676.7 cee cow ces
1966-67  100,4  -1267.6 ces ces ces

l

Scurce : M. Anisur Rahman, East and West Pakistan 3 A Praoblem

in_the Political Economy of Regional Planning,

Centre for International Affairs, Harvard University,f



