Bangladesh Development Forum 2004

Working Session Discussion Notes 

Session 6: Providing the Infrastructure to Support Growth and Development

Key Issues 

· A Transport Policy, Linking Transport Needs to Poverty Reduction

· Maintain the Transport Infrastructure Assets

· Promote Faster Development of the Power Sector for Industry, Agriculture, Services, and Households

· Gas Sector Reform

· Regional Energy Cooperation

Background

	Issue 1 - A Transport Policy, Linking Transport Needs to Poverty Reduction
A country’s ability to develop its economy, based on its potential, is closely linked to the efficiency of its transport system. Better transport facilitates promotes the participation of poor in the social and political process by creating opportunities, facilitating empowerment, and enhancing security. A good transport policy should contribute to poverty reduction by enhancing both efficiency and equity. The transport system in Bangladesh is compartmentalized; both in terms of planning and function. Traditional low-cost services affordable by the poor are neglected in favor of road transport serving a small minority, inter-modal links are poorly developed, and the Government’s own planning and execution of transport infrastructure and services is done with minimum of coordination under four ministries and several organizations. A comprehensive transport policy; covering all modes of transport, both urban and rural; with a strategic master plan; clarifying and formalizing coordination and planning functions; and linking transport needs to poverty reduction should be developed.



	Issue 2 - Maintain the Transport Infrastructure Assets

We all agree that a country’s ability to develop its economy is closely linked to the efficiency of its transport system, and we certainly realize from that the devastating impact a deteriorating infrastructure would have on economic growth and poverty reduction. Each Taka deferred from road maintenance increases vehicle operating cost with 2-3 Taka. The road infrastructure is Bangladesh single biggest asset. Deferred maintenance result in assets being lost, reduced access, and employment opportunities; direct and indirect; not realized. The transport infrastructure in Bangladesh is today only receiving a small portion of its full maintenance need due to lack of funds, it is simply not possible to allot sufficient funds for transport maintenance given the current financial constraints. It is therefore necessary to establish a road fund, financed by the users and not from the general revenue, which will fully finance all road maintenance activities, plus potentially other works such as rehabilitation and road safety improvements.


	Issue 3 - Promote Faster Development of the Power Sector for Industry, Agriculture, Services, and Households

Development of an efficient power sector is a precondition for economic growth and poverty reduction. A defined timeframe should be developed to complete the reform agenda which was developed jointly by the Government and the Development Partners in 1994 including; (i) completion of changes in the business environment through corporatization, commercialization, and increasing private sector participation, including remaining distribution zones, power stations of Bangladesh Power Development Board (BPDB), and remaining parts of Dhaka Electric Supply Authority (DESA); (ii) continued institutional improvements in BPDB and DESA; (iii) enlarging the scope of rural electric cooperatives (palli bidyut samities); (iv) strengthening the long-term planning and regulatory processes in the power sector; (iv) demarcation of roles to avoid undue interferences from owner organizations; (v) establishment of corporate governance; and (vi) operationalization of the Energy Regulatory Commission to provide appropriate rules and regulations for sector needs. 

	Issue 4 - Gas Sector Reform

The gas sector meets over 60% of the commercial energy, and over 85% of the power generation need of the country. The sector will continue to play a key role in the economic development of the country in the foreseeable future, and hence the need for making the sector efficient. Key issues to address include; (i) high system losses and accounts receivable; (ii) full autonomy of the board of directors without interference from owners and Government; (iii) introduction of commercially oriented pay structure; (iv) operationalization of Energy Regulatory Commission; (v) regularization of Hydrocarbon Unit; and (vi) appropriate incentive package to attract international oil companies for further exploration and development of the untapped gas/oil resources.

	Issue 5 - Regional Energy Cooperation

Bangladesh economy is growing at 5-6% per annum, which is allowing poverty to be alleviated and to reach the Government’s target; electricity to all by the year 2020. To ensure long-term sustainable energy supply, and continued economic growth, Bangladesh has to initiate steps for sub-regional cooperation, including integration of the hydropower potential in Nepal and Bhutan, and a regional gas grid.  
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