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4 ST  c'i'

1 tic econom y of lia llgla,Icsil was Severely blasted during the lihei'atio ti wam' of' 1971. Afer that
mn:issm ye destruction 13a11ladesIm took a bold initiative to nationalize its Industries and other
limiancial mist! hit Oils lell oil' by Pakistaiu Owner to boost Up and Sti'engthemm its ecOilomy. BL1t
IitlfOI'tlmilatcIy, It coti]d not achieve its goal, and thcreaf jer, it thinks over PrivatizationProgramme I .mkc the natio

nalization Programme Pri'atjzation Programme also frustrates it.

ore' the Part al Privatization Progranmn rushcs to rescue it--- a milodern concept
slegcs t ed by the donor organ izatioils and cvcii the analysts. ]lic Govcrniiicit heeds their
suggcstions and does attempt to implement this Programme stated. This study aims at tThding
0111 the !'casibility and pCdiCiiCc of Partial Privatization 

Pro'raiiintc In ei\c it a sucee	thii
study specifies Some objectives which arc as under:

Analysis and assessment of Privatization Programme in Bangladesh.
To m denttl\, the back g round of Partial Privatization Programme,
To identi iv the nature	bench ts, Problems of' partial privati/ation
Programme.  

U l'mdoLmt the financial aspect of Partial Privatization Progi-anli
lle inBangladesh,

L) Identity the changes of quality 01' services and other facilities after adopting
Partial Pri vat izat ion Progran

'I'o fmd out SUCCCSS and !tilures ol' Partial Privatization Programme

In order to achieve above mentioned objectives this study has chosen the field 
Of BangladeshRailway, Mct1lodo10

Ly s designed with statisticml analysis, Data has been collected from bothSources pri mary and secondary. Res
pondemits of all concerned sources have bccn conducted to

collect necessary in formation 'the thesis has been dividçd into eight chapters, which are:
Introduction

Revj	of Literature

(oncepttiiJ F'ralfle% % ark

Publi c Sector peri ornlaflce and Ii-j	ization Scenario of Bangladesh
Rationale of Partial privatization Programme
Partial I'rivatizaljoyi Programrije in 13angladh Railway
Impact of Partial i)iva tizatimi l)rogram,ne in UR
Summary & reconlmen(ia(iol]s

S
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(Ii ptL'i seven is the inlportaiit one Which consists of description and impact of this Prograniiiie
III ft R. In this chapter iialtirc, area, ditties of both authorities (private & public) of Partial
Privatization Pro gramme have been discussed. Ihe benefits, I nianci al earnings, problems

crvicc, facilities and other necessary characteristics have been specified in this chapter.

Financial viability and service standard of this Programme have been tested by paired 1 ' test
and.v test.

This study has identified some findings that include the involvement of private entrepreneurs in

Public organizations, easiness for implementation, and no obstacles by staff' of parent

organization, positive economic viability proved to be satisfactory with paired "1' test and

finally the improvement of the service standard including other facilit i es tested by x test.

This study has recommended this Programme to the government to implement largely. In order

to overcome or reduce financial losses of' public organizations, partial Privatization Programme
may be introduced as strategic l >rogranliiie so as to our pubic organizations can establish

economic strength and iniprove service standard, On the other hand, universities, i-escarch
organizations are highly encouraged to study on par Ml Privatization Programme.

9
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CHAPTER-1

INTRODUCTION

1.1 Statement of the Problem:
'I'hc decade 1960's and '70s were attributed to the last growth and dcvclopniciii 01 public

enterprises all over the world and it was considered a dominant phase of' the economy. 13ut.

af'ter'70s the Wind Of public Cntcrpriscs phenomenon began to change because of' hagging

perlorinance of the State Owned I.ntcrprises (SIDE). A large number of State Owned Enterprises

proved as economically unviable and inefficient which incurred heavy losses and created heavy

pressure oil budget. As a consequence, since 1980, the economic reforms through

privatization gained monlentuin all over the world and reached the highest popularity by'90s. In
this decade, more than 2000 State Owned I i itcrprises (SOl s) were privati ed in the developing

Countries and altogether 6800 (SQl's) all Over the vor1d, (Sunita,k 1992) Further, the
intellectual debate oil 	ition nid restructuring of the economy created interest in the
pr vat ization Programme.

the rapid growth Of public sector III l3a n g ladesliduring the post liberation period (197 1-1975)
was the outcome of some incidental and political reasons. The war of liberation left the
eolintiy's inftastructurc totally devastated. Industrial and Coniinercial enterprises were closed

down. Under these circumstances the govei'nnient took over the derelict business and

ndustrics,lefl off by the Pakistani eiltrcpreneui-s, This 85 percent of' industrial assets were

nationalized in I 972.(lndustrial Investment Policy 1973) But the government ftim led to run the

state owned Enterprises profitably and efficiently for a variety of reasons of which include
uhisnianagement corruption and lack of' accouiltability(sid(.liqw G.A 1990). 'Ihe ever increasing

losses of these SOEs created heavy pressure on tIme country's fiscal situation and consequently
lead to think of Privatjzation

In 1976, the new government, understanding the failure of the public sector in the economy,

adopted a new policy of privatization of' state owned cntrpriscs, Since the successive

governments in Bangladesh have pri vatizcd many industrial cntei'prises, banks, commercial

business, textiles, Steel Engineering, Chemicals, Sugar, Shares of Multinational Companies and

many other approaches have so far been introduced in privatizing state owned Enterprises
(SOEs), like Sale 0C Equity, Sale of Assets, Management Contracts, Sale by 'Fender. Sale by
Public Offer of' Shai'cs, Partial Privatization, l':niployee Ownership Plan (ESOP) etc. Each

approach has inspirations in the iniplcmentation of privatization Programme, Partial

Privatization is also sw table in some areas of privatization. So the GOB is trying to apply these

,A-
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tpproiclies in ninny areas like DNSC() in P1)13, Land phone in ] & T, Par .jatan Motel ill
kainz!adeslt I'aratait ( orporatioti, Bangladesh Railwa y, loll collection and F'ency Programme
of Roads in ( 'olmnuifleation Sector.

Ilic present Study is the sericiis endeavor to anal yze the appropriateness & suitability of partial
privatization approach that are followed in some areas Ili Bangladesh.

1.2 Need for the Study:

In Bangladesh 'Partial Privatization' has been regarded as an important policy to achieve
efficiency and competitiveness br public enterprises. In this context partial privatization has

become a major research topic in the literature of our economy. This concept is needed to be

assessed widely to find out the effectiveness and applicability in public enterprises. QLiantitativc

analysis oil the basis of official statistics has not yet been conducted extensively. In considering

the applicability nt 'Partial Privati,.aiion' to the S'01-'s, it is iillportani to SpCCif Y when this
system emerges and becomes effective. This study aims at specifying the condition for the

eiltergence, existence and evolution of partial privatization system. Since "Partial Privatization

Programme" is a recent concept in Bangladesh, almost no scareh work has been done on it.

'I'll's system has been recommended by World Batik study also. But there is no research work,

done after introducing implementing 'Partial Privatization Programme.

I hope the proposed research work on 'Partial Privatization Strategy' will extensively help the

Bangladesh Railway Authority, Pri vatization Commission Government of Bangladesh and
Researchers to a great extent.

.

1(
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1.3 Scope of the Study.

This study amis at finding out the overall impact of Partial Privatization Strategy, mainly in

Bangladesh Railway. In the early 1990's the Government of Bangladesh embarked oil

macroeconomic stabilization programme supported by donor organizations that focused on

restructuring selected State Owned l'.ntei-prise including Bangladesh Railway, as one of the

largest loss incurring state owned enterprises and representing a major source of liiiancial in-

efficiency. TherefOre, Bangladesh government has switched their decision in )aril:Il

privatization, considered as the way out SIraICLZV from gradual financial degradation towards

financially viable condition to improve both economic and service stability.

That is why, this study has been designed to cover the overall position of public sector

organizations, privatization status as well as partial privatization programme of
Bangladesh Railway.

Bangladesh Railway has introduced this modern programme since 1997 to enhance efficiency

and its service standard and revenue earning. Under this adoption (PP) they involved private
oerai or ii

I ) ( oiimiercial operation of 30 passeiinci tranis.

2) Computerized ticketing and reservation S%"Stclll ill some stations.

3) On-hoard service

4) Cleaning and beautification works of the station in selective areas.

5) Using of fiber optic telecom Facility, and so-on.

.A Among these areas commercial operation of' 30 trains is the biggest concern of this

programmejhercforc, this study concentrates over this 'comniercial operation' through partial

pr vat izat ion programme of Bangladesh Railway.

This study aims to find out nivolvememit procedure of Private operator, financial transaction

mode, risk and liability sharing, lan fT fixation, responsibility of both parent Organization and

private operator, time table. maintenance, merits & demerits of ' the programme etc.

Afler this involvement of partial privatization programme ow concentration moves to examine

the ililpaci of ihis pmogrinme 'it 	'Ilint is why, tins study covers io "Id nimi the Iii1mmiciai
impact & service standard due to this progra Ill tile. Pi'esent study also covers an evaluation of
the efficiency of partially privatized train with govei -nrnent control train.

Apart from that, this study also includes the over all Status of public sector organizations and

their performance as well as privatization status of' Bangladesh. Because the goal of this study is

12
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to implement partial privatization prorrainnlc in our other public sector organizations widely

mt
	

Lo improve the over all position specially linancial condition and service standard. it it is tOLifld

eiTcctivc in this study So we can specify the ultimate scope of the study as under:

A) PtIL)hc sector organizations and their performance in Bangladesh.

I)) Privatization and amnsment of post privat ization slat us in RaIlgladCstL

C) Part jul Privatization Programe and its impact in Bangladesh Railway.

13
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4t	 I
1 .4 Objectives of the Study:

Our large public sector orgailizat ions have hcen suffering from huge amount of financial loss

and nhismanugcnicnt. Day by day the position of SOF's arc detorioting. In t]ils regard

Government has iniplcnicnted partial pr vatiiation prograliline to over collie the position

gradually. The goal of' this study is to examine and lindout the effectiveness of partial

privatization programme implemented by Bangladsh Railway---a strategic programme to reducc

the financial loss and Improve service standard. In order to achieve this goal this study has

designed with the following specific oblectives:

i) To iden1if' the size & present conditioii of Slate Owned Kuterprise (S()Es).
ii) To identify the background of Privatization Programme in Bangladesh.
iii) Assessment of Privatization in Bangla(lc.sh.
iv) lo idciitifv the background of Partial Pri'atizat i'oi Programme.
v) To identify the Partial Privatization Programme and its present status

vi) To examine Financial earnings and service standard as well as existing
problems of	Partial Privatization Programme of Bangladesh Railway.

vii) To compare the Service Standard and other facilities of Partial Privalizntjoii

Programme with previous status.

viii) To find out success and failures of Partial Privatization Programme in BR

'lhe ultimate objective of this study is to find out the etThctiveness and applicability of Partial

Privatization programme of Bangladesh Railway.

14
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1 .5 Research Methodology:

This stud is Anductive Statistical Research' which is cc:icerned with the development of
oinc en Lena that can be used 10 icri ye in formation about the naturc Of the membei's of ' total

nroups(also called populat iou or universe) from the nature of the small portion (also Called

saitiple)of the given group. 'Ibis study worked on a random sample of' size $ trains to reach a

decision about 30 trains which arc partially privatized.

Inductive statistics includes the methods like probability & probability distribution: sampling

and sampling distribution; various methods of testing hypothesis, correlation, regression, factor

analysis; time series analysis. 'Ibis study is designed with hypothesis which is tested by pared I

test amid	test.

The study has been conducted with the help of the survey method, key information method and

participation observation method as-well.

Scicc(io of the Study Area: Baunladesli Railwa y has been iii roduced private operator with
its some sectors since 1997. These ate:

1) Commercial operation of 30 trains.

2) On hoard service of 10 trains.

3) Computerized ticketing and reservation of 30 stations.

4) Using of fiber optic telecom facility.

'I'lie activities mentioned above arc partially privatized. Comm. rcial operations of train arc very

utiucli important according to the suh!cct Of the study. '['lie u Itiniate goal 01' the study is to find

out the cfThctivenes of' partial privatizatuon programme in B.R. which will contribute to i'edtice

financial losses of'statc owned enterprise (SOF) in Bangladesh.

'Lticrcbrc, the study has selected private operation of commercial activity of' the trains of'

Bangladesh Railway under partial privatization pi'ogramme. These 30 trains (which au'c partially
privatized) will constitute the P oi ulation of tile study. Additionally public sector organi -,'ations

amid privatization performance have also been selected as relative field for the study.

Sample Selection: Samples wei'e selected by the method of Simple Random Sampling (S.R.S).

Simple Random Sampling is a common and very well-known sampling method ofselecting a

Sample for making decision about any population. This is very much effi,ctive way to select

sample in homogenous data. S.R.S is used on some special reasons which az'c given below:

1)1 lere every sanpini Lill O has equal chance of' benio selected in the sample.

15
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2) lucre is 110 bias towards any saiiipling Units.

3)1 lere sampling estimator is unbiased estimator ot population 1u1imet.

As for example,

.V -Saniple nican

1.1 = Population nican

E( )	t

4)1 lere data used in this study are more or less homogcnous

5)1 lere data is selected by S.RS using lottciy method

Iherefore, it is appropriate to use Simple Random Sampling for this study.

Railway authority has privatized 30 trains. Among them 8 are selected randomly. Reservations

and ticketing system applied in 16 stations. 4 stations have been selected for sample. The other

partial privatization work and sample has been selected as per system.

Statistical Method:

Statistical method has been applied in this study. Frequencial Distribution, paired I test,X test

are applied to find out various oblectuves, Financial viability of the partial privatization

Programme with government period has been analyzed by paired (test.

h ypotheses for paired t' test are:

0 i.e., there is no significant (lillerence in the dail y income of passengers

train before and after the partial privatization

<i Means partial privatization results in an increase in dail y income.

We can test these two variables by using paired (test.

This study also examined the performance of partial privatization with government period. In

[fits stage.	test has been applied

Hypotheses for 'T test are

11, There is no significant association between the efficienc y, service and facilit y under

railway operation and after partial privatization.

Il l : There is significant association between the efficiency, service and facilit y under
i-ailwav operalir)lI and after partial privatization.

Above mentioned techniques have been applied to find oLit the financial or commercial viability

and qualitative changes of the partial privatization Programme of Bangladesh Railway.

Data Sources :lnI'orniation tbr the purpose of the stud y has becn collected from both primary

& secondary sources.

16
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a) Primary data: Primary data has bccn collccicd through questionnaire and discussion

schedule from leasing co./l'rivae entrepreneur, Railway authority, passengers. Stal'li'

ot'prt vale operator, Analyst etc.

b) Secondary data : Secondary data (or the study has been collected from annual report

of Railway, Econoniic sill-vey report, Statistical Year book, Progress report of

Privatization Commission, Divisional Commercial Officer, Railway. Dhaka, Station

Master B. Baria, Journals of' BIDS, Report of C.P.I), Report of World Hank,

Journals, 13.1.13.M library, MIDAS, ADI3, lntci-nct, Periodicals would help 1.0 gain a
better research Output.

ftc collected data has been analyzed manually and with the aid of computer to reach a

conci etc decision about partial privatizatoil Programme. MS-Word is used fr writing the

hole document paper. MS- Excel is Used for graphical presentation of' the comparison of

difl'ercnt periods. Some statistical methods especially SPSS has also been applied to make

sure the final comment more accurate. Different tables such as comparison tables and

Contingency table have been used as well.

k
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1 .6 Limitations of the Study:

I Ins stud y su furs from certain limitation due to its vvide scope of stud y materials and iiiii Iii t)e

nature. lIiec initiations were hcyoiid the control of' the i'eseaicher.

a) There is no particular point or place where this Programme is co-ordinatcd or

operated centrally.

b) The pubi islied secondary data are very 111111Wd. As a rcceni concept, data is not

available in Privatization Commission, Bureau of' statistics, Ministry of Finance,

Ministiy of Coinmurncations and Railway etc.

c) In Interviewing period a significant amount of non-co-operation and avoiding attitude

observed from respondents. Sonic railway of licials showed avoiding tendency and

some others rel'used to give answers to certain questions on n'ta )rivati/aiioil oh

Bangladesh Railway.

d) It has been found that some high executives of Railway authority and senior

journalists hold suspicious attitude towards this sort of academic research exercise. As

a result, they often hesitate to co-operate in providing the needed research

information.

c) Some of the personnel's of relevant field of selected sampled units were very hard nut

to crack. However, efforts were made to persuade them though it was troublesome

and costly as I conducted with them, in sonic cases, it took ten times to collect the

in format ion.

I) As a recent concept Part ial pri vat i •/.ation is not well known to related organiiat ions. So

they were very iiiueli strict in supplying inibrinatioti's.

lttspmte of these problems and limitations the stud y has however, 'uI lied its objectives. It

indicates future trend and reconiinendatioils of partial pri vatizatioils. I liniost eiiipliasts has also

been laid ni this respect.

18
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C I Lk- PIT R —2

Review of Literature

2.1 Introduction:
Privatization is considered and thought to be the key 10 economic development 01' a developing

country like Bangladesh. The pace of' privatization depends oi l  large number of factors, e.g.,
bureaucratic complexity, political commitment, restrain from CBA, etc., but recent experience

shows 'partial privatization' is the main determinant or strategy of privatization over the world.

Over the last fifteen years, govcrnnicnts around the world pursued policies to involve the

sector, to better contribution ill 	delivery and linancing 01' infrastructure services. Adoption of'
Private Participation ill call high cost and poor perfoi-rnancc of state
owned enterprises.This reading list includes papers reviewing experiences with private

participation in transport (railways, roads, and seaports) and the impact on service provision. In
Bangladesh, the development of the public sector organizations has been one of the most

important objectives of' the government's economic policies. To this end ill 	the
government pursued partial privatization policy right from the beginning of the )O's. A large

Ii terature on the subject has been developed over the recent years on the various fields Of'

privatization as well as partial privatization.

In this section, art analysis of the contents of available literature on difftrent aspects of
privatization and partial privatization have been reviewed. The whole review of literature for the
present study has been segmented into three parts which are as f011ows:

a) Literature available of privatization.
b) Literature review of partial privatization in railwa y and communication sector
c) Findings of the review of literature.

2.2 Review of literature of privatization.
Privatization is only one clement - and an overall strategy of pnvate sector development and
public sector refOrm. I'xperience is a range Of countries, from industrial to low Income,

indicates that privatization is most effictively advanced when it is of a broader macro economic
reform
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Proeramme that creates an enabling environment for efficient Private enterprises and that states

us ambiguously the scope and methods of rcform.(Sunita John Nelli 1997)

Government initiatives in the area of privatization of state own:d enterprises (SOEs) and assets

have increased substantially in recent years. Many governments have effectively privatized

(SOEs). And even larger number have announced privatization Programmes but are only at the

earliest stages of implementing them in any substantial way. In at least 83 Countries

privatization is all part of efforts to rationalize the SOE sector as a whole, in most cases
to reduce their burden on the 11 al moat budget, to i nlprovc the efficiency of individual

enterprises, to assure wider distribution of business of ownership or to achieve a combination of
objectives. (Vuylstakc,Charlcs 1991)

Privatization may be all 	of a broader economic policy comprising deregulation and

liberalization with the emphasis generally as much on inlproving the efficiency of retained

SOEs as oil 	oil 	even when governments intend to continue state ownership
various measures call 	be nnplen-iciited to improve efficiency and reduce cost, (Mary
Shirley 1997)

"Private Sector Development in low Income Countries" has shown some of the importance

regarding privatization that poorly performing public enterprises are a drain oil 	budget, a
destroyer of banks and all to private business. If low income countries in Africa are to

make a significant and rapid back through higher growth rates, if South Asian countries are to

consolidate the gain they have made in liberalization if China is to maintain its rapid growth,

they will all have to move further and thstcr in solving the Problem of public enterprises

especially the largest firms. The choice is not a simple one between privatizing all public

enterprises and reforming them without changing ownership. (SharI ,Mary 1985)

"Privatization issue in recent years. generated world wide interest which reflects the
reduction of state role ill 	economy by a balanced participation of both public and
private sector.

Klan, M. Amcruz Zaman World Bank 1995)

The concept of Privatization has been understood to mean the trans!r of	economic
authority of all 	out of governments has been transferred into private hands. Its
Ultimate

Objective is to achieve economic beneht by exposing the enterprises to market forces.
(Khawaja Arnjad Saced, 1994.)

Literature Review of Privatization in Bangladesh.
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AOcr ndcpendence, tile i ridListrial enterprises of the Country were initially brought under the

control of the goverllinent. Very Soon it was realized that the naln)nahi,.ed Sector was lot

pevlbriiliih as desired. Si lee then tile Country has been going through dcnationahzation
process. (1)r. Saycd(I Jamal Ld(ljfl& Mr. Au Ahsaii ,1996 1996)
P

rivatization has hcconie perhaps the nist i]1I1LICI1(ja] iivchest Concept Of bLiSifless and
economies I ll the penultimate decade ut tile 20" century (Baquer 1989).
Bangladesh economy which started in a lukewarm way in 1974 -75, gathered momentum in
1976-77 but the fundamental policy change came in June 1982 with the announcenient of
The new industrial policy which opened up. I3an g ldesh has been pursuing an extensive
Privatization Plogranin ic which is one of tile largest in the LDC (Uddin, Sa ycdZaiiial 1996)

"Privatization policy has been suffering consisting of puil)oscs." The objectives cannot be

achieved unless the aspects advcrseI' iffe cling the t'rn!rii1nie are property I dciit j ticd
andtreated accordingly. ( FI ohiudd j 1996)

The Year 1981 was a year of political change fbr Bangladesh . But, relatively a good year
econ

omically, GD1 Increased by 7 percent which was siiifieantiy more than earlier years.
Industrial p r

oduction is increased by 8 percent. But the draught in 19S2 again deemed the
a
gncuiuii I growth and budgetary strain compel led cutting down of public scctor expendi ILires.

iltis resulted in a review 
()I'the perfrmanees of public sector enterprises and the goveinnterlt

decision makers realized the SOEs (State Owned 
Enterprises) were not capable of leading a

rapid industrial expansion due to existence of too many bureaucrat and inefficient officials who

were lacking aceountability and dedication for achieving social and 
eoi llmcrc j fl goods. 'thehead of tile then 90vcn1me	was flniiliar with the SLIcccss of' private sector in Korea. Japan,

an. I long Kong". (M. Amecruz Zaman 1994)

2.3 Review of literature on Partial Pr jya(jja(ioji in railway and
COfl1flhtJ11jcatioi sector.

This reading list includes papers reviewing experiences with partial p
r ivatization in railways,and other Conlillunicatioris mode of truIspori

Pr i vati,a[jo ii has been used to describe a n array of action designed to broader) the Scope (II
private operator activity. It usually refers to the Process of 

establishment of' privateow
nership for the state enlerpi-ises It cntai Is riot oiily transfer of owncrsh p but a so

reirislales individual rights to perRrmirig economic activity freely. 
(MulIaniflla(l

Mahiud(ljfl 1996)
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A recent world Bank Stud y conducted in Bangladesh (which reviewed two thirds of 20 cases)
sho\Vs-- Management contracts improved perlormanec (World Bank 1995)
According to Afracicaii transport sector's study is in response to questions regarding

perceived unrestrained monopolistic behaviour by private sector operators in the port and rail

sectors in Sub Saharan A ftica(SSA ). Indeed,prinia hicie, and for historical rcasons, much of

SSA.s transport network in organized in multiple port/railway corridors that appear to favor

potential monopolistic bcliaviour.Durnijt the course of the analysis, it became cvidcnt that other

equally important issues relaied to financial performance and attractIveness 0 COlIcCssiOils

design needed to be addressed. Since the quantity and availability of data was found to be

limited for port concessions, it was decided early in the process to concentrate the analysis on

existing planned railway concessions. (Airacican transport sector,2006)
III countries the pvate sector has been nivolved iii financiii ill liasiruciure through

concessions under a public - private partnership (PPP) programme, are some what underutilized

in transition economies, where the potential financing gaps arc significant and growing, and

there seems to he an enormous potential for more private sector IlIvolvUllicilt ill the financing

and opci itioii of highway assets in these countries((:c,,r Qucil-oz,20tj5)

The performance of concessioned railways ni sub Saharan Africa since 1993. thirteen railways

were concession in the iegion and with another seven in progress b y 2005 The study concludes
that African railways that have been concessioned operate more efficiently and more

competitive. In those concession, nlvestnient have been largely funded by multilateral and

bilateral loans at concessional rates. Although coilcessioiis have revitalized many railways
systems in Africa they may not ensure long term survival without further injections of public
invest nicnts.(Richa rd Bu I Iock,2005)

Over a decade since rail concessionnint began in the region . the over all assessment of its

result is positive, particularly freight railways. Measure of productive efficiency show post

Concession Improvements in cargo while effects on tariffs and service levels have been osiive.

Evidence is less extensive ill services. A main objective of these concessions. Relive the

public debt burden that over-siaffet and under performing public railways imposes, was

achieved perhaps too well. While private sector investment increased, public sector investment

plummeted. Consequently investment Ui surface t r
ansport infrastructure in the region is far

below levels in ihe 1980's. (Richard Sharp,W12005)
This stLidy focuses the rol

e of private concessions ill developing urban mass rapid transite
(MRT) systems in East Asian Cities. It is primarily founded oil 	experiences of Kualalampur
l3iiiigkok and Manila.

Group LirllitcdWB-2004)
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A study conducted by AI)B oil 	and privatization refers, A key dimension

of ef1ic1ive public governance relates to the efficient deployment of public funds. Retbrni

olpublic resource managcincnt requires actions to Improve efficiency of state o\\llcd

enterprisesand relieve budgetary pressures from their subsidy and investment needs. This

typicallyinvoives commercialization as a first step, followed by restructuring the entity into
acorporatlon and finall y privatization. Pnvanzation does not always IllcaI1 divestment

olgovcrnmcnt owiiersliip to the private sctor. it call be done by contracting Out enterprise

operations,partly or wholly, to the private sector through management contract, asset
Ieasiuig,or concession. (A1)R si tid y 2007)

The Chilean experience of involving private firms in upgrading about 2000km oicxpress ways-
with in all 	investment in excess off USS3 billion. The report focuses oil 	regulatory
!hnie work established the bidding proceSS used and the distribution of'risks ill final schemes

adopted by private concessionaires. 'l'lie findings provide lessons that arc relevant for policy

makers and private lnvcstorsa]ike(Crti, Loreiizen,2004)

A lesson that can be drawn from Jan11 fOxily,2000 and Jose Luise's sitidu, the objective of

Chilies port refOrm is to encourage investment in better port equipment, in the hope that this

will lead to more efficient service, ill by attracting larger more modern ships. The first

four major concessions, under which nite grated terminals are run Cxc iuSveiv by pn'atc
companies, started operations in January 2000. The integrated approach to port services replaces
system of flee entry of niul Ii pie stevedoring companies. This Note reviews how the concessions

were designed: the criteria for the wuiching bids, the rules to prevent cone essionarics abusing

their monopoly power. The rules to encourage investment, and the Provisions for redundant
\vorkers.(Juan Foxicy and Jose I .uis,2000)

An early contribution on partial prtvatlzahion is by PattI Amos(2000) who describes the impart

of pri'atc participation in ports. I he observed that ports have become increasingly capital

intensive. Economies of scale have led to larger, more specialized ships. And competition

between ports has started to grow. As a result, governments are reorganizing the way ports are

run and permitting inure private owuerslu1i and service delivery. l3eeause ports provide multiple

services, if' governments are to design all efficient legal and regLilatory framework for private

participation it is nnportant to study all these activities to evaluate the best approach(Lourdes

Trujillo and Custavo N,2000).

In early 1 995 the Rio Dc .Janerio stale governnient began reIonns aimed at selling occasioning to

private sector loss-making state owned enterprise S. This notes describes the conccssioning of'

Rio's sub way, the Metro in December 1997 and its commuter rail service,Flumitrcns Iii

July1998. The relorms were expected to elminatc subsidies for the metro and reduce them by
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two thirds for llumitrcns. to improves service, and to clear the back log of mai itenance and
ii ivest iiient(.Jorgc M. Rebelo WB -199()).

lacli country has approached its probleni differently, and each provide different insights into

what can be achieved with concessions. But all the cases show that restructuring and substantial
government investment in the design of a conces sion pay nit. Concessionaires call exactly
what is expected- ziicrcasc t i-at-1-1 c , improve service, and enhance labour and asset efficienc y- if
they are allowed to do so(Luis S Thumpsoii and Ennui- Jacques Budinl 997).
In 1 989.Mcxico initiated a private toll road programme of fift y —thrcc concessions involving an
investineilt of about USS 13 billion in lnnitcd resource financing over the Period I 98)-] 994. The

programme more than doubled the size of the national toll road network, but miscalculations of

invcstnien( costs and overoptimistic fircists of operating income undermined the viability of

the toll roads An already bad situation was made worse by the Maxican currency crisis of

December 1994, and the private toll toad initiative came to a virtual standstill. Local
commercial banks were saddled with ilonperformi ig loans estimated at 1S54.5billion tot JS95.

billion. Concessionaires and their affiliates have been faced with writing off I aige portions of

their investments. And users were lefi with some of' the highest tolls in the world. The author
diagnoses the flaws in the design of the programme and shows how the failure was

manifested in the implementation of different phases of the projects(.J err Ruster: 1 997).

Governments that privatize state industries often retain control over ke y distribution Assets.
While there are many examples of this form of partial privatization, to our knowledge. There are
no substantial quantitative studies of how governments use their control under these
ci rcumslaileCs. In this paper we argue that the Russian government ph vatization of the oil sector
during 1994-2003 is a useful case study because the federal government privatized oil
prodtictton hut retained monopoly control tights over the transport of crtide onto world markets.
Based on a simple analysis of the costs and benefits of control and ownership, we argue that

that in these circumstances the fedei-aI government would use its control over transport capacity

to provide privileged access to those companies over which it has influence. We find that in
2003 this is indeed the case and that this s ystem deli-acted f rom economic efficiency. In
particular, private and regionally owned companies had to he much more productive titan
companies over which the federal governillent (the state) had influence to receive comparable
access to world markets; state-influence companies had preferential access to routes with more
capacity: and, the allocation of route capacit y was Sensitive to transport costs only in the state-
iitflueiice scetor.(Vnj yerjt' of Pittsburgh -2006)
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The ecotloinic transition of socialist eeoiioii iies and the trend toward pri valizat ion within hiitli

dC%-Cl()pIng and Industrial market eeoiioiiimcs have generated a large empirical literature on the
c11 CCUS  of owncrship on iirm performance. Most O f* these studies find that prl 'ati zanon has it

positive Impact on firms' protmtat)i hity and eliicieney. Most of' the assets of the lirins in these

iud ies IKIVC been pit vauzed and control rights have been transfirred from tl'ic government to

private owiiers. Sui-prisingly, little is known about the efThcts of partial privatization, in which

control rights are not transferred, even though most privatization transactions of a significant

size arc partial sales of equity, often through the stock market. This paper LiSCS information On

tlic fraction of equity sold through pailial pri vat izatioils in India to investigate whether the sale

of minority stakes affects the pertormiianee of' government-owned firms. (\a Ildi iii ( ii Ill
2001)

It is possible that national services ma y sub-contract or out-source functions to privaie

enterprises. A notable example of this is in the United Kinedomii, where many municipalities

have eontraeled our 111cir g.11-hag collection or administration of parking fines by lender in

private companies. In addition, the Hritish government is debating time possibility of involving

the private sector more in the workings of the National I Iealth .Ser ice, principally by reuIrring

patients to private surgeries to case the load on existing NHS human resources, and covering the

cost of this.An enterprise nay he pri vat ized, with it number of shares in the Company being
retained by the state. This is a particularl y notable phenomenon in Fiance, where the state often

retains a 'blocking stake' in private industries. In Germany, the slate privatized Deutsche

' lelekoni in small tranehes, and still retnns about a third of the company. As of 2005, ilte slate
of' Norili Rhnie-Westplialia is also pl:innmg to bu y shares in the energy company I '.( )N ni MI.,11

is claimed to be an attempt to control spi 'all mug costs-Whilst partial privatization could be an
all Crriative, it is more often a stepping stone to full privatization. It can offer the business a
siiiootlier I ransi (ion period (hiring which it can gradually adjust to ma rket competition.
Some Stalc-uwIle(l comjnumies trc S( I;11*14c that there is tile risk of' suck in g hillLliditv ti'oiii the
rest of the market, even ni the most liquid marketplaces, and thus niist be sold oft bit by hit.
The first t,-a,jcJme of a multi-step privatization would also Ili the first instance establish a
valuation br the enterprise to mitigate complaints of' under-pricing. (\Vikipcdia)

Ministry of ' transport 2007 stressed their study on Rail way m'estruc(u rc,Results to detain

(;cmnma1', the process steps Ibr implementing the railway reform were defined as part of the

Rjil way Resiructuriiig Act. Following the merger between the railway of the former German

I )eiuocrat ic RepLibl ic and time German I 'edera I Rat I way, and the bouiidati on of' private law-based
Deutsche Bahn (DB) AG, in an initial step on 1 January 1994, the second step, splitting D13 AG

25

Dhaka University Institutional Repository



into individual public limited cOnipalites under the COflhif101) Liiflbrel]a of a holdinc company,
was coiiipletcd on I January 1999 ,  thereby mcci ing the legal requ ircments.Ovcr the past I 2

ears, the railway reIönn has led to positive developments ) the 'lilc. 1)1 A( i	(iioiip
itniio' Cr. transport services and productivity have been increased. 1 lie (iroiip icncratcd a prnht
in 2004.X 	Jiiiproveinents in quality have particu lary been achieved iii those market segments ii

Iiieli conipetitton on the tail network has enicrued. Only railways that are modern and efficient

will have a promising futurc in oLtrtratlsport s ystcni. Being modern Incans running on time,
oltcring reasonably priced fores and attractive services, It other words meeting customer
requirements. But it also means being able economicall y to meet the challenges of the iiiturc.

DB AG's efforts to make the company economically efficient are therefore a logical

consequence of the reform of the ratwa ys. With their policy of growth and consolidation, tIle
railways are on the right trac. (Ministry 0 I'i'ransport, Gerntanv.2007)

.\n et'fcti ye consu han c meclianisn can help to promote and sustain public-pri Vate

partnerships in the DMCs to balance social and development goals with commercial interests.

Al )13 will enibai k on a much more proictIve set ol n1ttiatt es aimed at promoting and hrokertng

such partnerships, parlictilarly in nhliastrueliire devc!optllcnl, and advisnit' to\cri1nici1ts on

Ways to develop substantive partnerships with the private sector. Al)l3 will also tap into the

extensive pool of private sector resources available regionally and globally, and develop

networks and relationships with key PSI) stakeholders. Respected business leaders from DMCs

and countries providing bilateral aid will be invited Periodically to a forum to provide Al)B

with feedback on trends and developments in the private sector and exchange ideas on
-	 promoting pro-poor growth. (ADB study 2007)

Railway sector reforms program will help rcstrnclure Bangladesh Railway so that it can

improve its commercial and customer focus. A corporatized Bangladesh Railway would operate
like a line ?Pfl?.Si1!e.vs organization ', while remaining fully govcrnment_oed The adoption

of a modern and transparent financial management system, as well as better liuiiiaii resou cc
planning and nicenti yes, are other key outputs expected l'rotii this tnodcrnizamion (Rchriu Amin
& Rczwa 11111 Ala in, 2007)

'l'he public and private sectors should complement each other in the overall development effort.

(iovernmenl eFforts to form partnerships with the private sector will lower the risks and costs
associated \vIll] ittvcstfllcnts particularly for infrastructure pi'ojccts. ADB can help identity the

risks and costs associated with the present business envii'otinlent, and Support the development

of workable public-private partnerships. The role of government in risk mitigation is crucial for
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earl y pi ()IeeiS iii a sector newly opened 10 )ri\'ate itvcstmeiit. ( 'are must be excrcicd, however,

ii iulein here the coverniiieni s clevelojiiiient function should cease and market iiieelianisins

and inslitutiols can take on the usual project risks, and when continucd support to eticourace

project financing is sill warranted. (Al)B study 2007)

Partial Privatization of' Railways: Railway Concessions, Congo Observation has shown that the

results achieved by Sub-Saharan railway enterprises engaged ill NStRICII-II - III II With the rise of
p1 OL1 anune contracts, have proven to be inadequate, at financial level as well as in terms of

cOnlpL'titiVCflesS with oilier means of transport particularly road transporL

\Viih a view to ensuring the sustainable development of railways, from 1995,  the World Rank
introduced the option of private sector involvement in the management of' railway activities

through concessions. This entails partial privatization since the infrastructure remains State

property.

l'herc are two 1,61-111s:

Leasing;

COnCCSSI0n.

The tinidairiciital difference between these two forms of pnvatization resides in the level of

financial risks taken. In leasing, it is the State that takes the financial risks for the realization of

investments while in concessions the contract-holder bears all the risks. Ill 	concession, a

body representing the contractor was established to monitor the implementation of the

concession agreement: estate company, railway activity technical iltonitori no unit tinder the

Ministry o f ' l ' ranspoi-t. (Africa ii I 'nion ('oliferencc,20062006

-,
	 Friends, the good news for us in the private sector about this huge i nvestment plan of the

Railways is that a significant part of' it would he nilplemented through Public Private

Partnership and this throws up huge business Oppol'tunities for all of us. Let me mention !w of'

the areas where private sector can explore new opportunities. These are:

•	Construction of' Freight Corridors

• Construction of logistics parks and warehouses

•	Cargo hand hi ng at tern iinals

•	l'ort coiulecti vi ty works

•	rvloderniianon and up gradation of passenger Icrinitials
•	I lospitality and catering
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toitunercial Utilization ol surplus land where private Sector can invest in public utilities Ike

food plazas. c yher CaIC. rest rooms. I Ienceforth the Railways would focus on their core business

ilovi in goods and passengers and h vi ng ofT non-core bLisinesses to the private sector. This is

how it should be. Many countries have achieved bel]Ct cial resLihts ftom such reorgaili/aiioii of

their Railways. What is encouraging is that even iii movement of goods and passengers, Lalu JL

is looking forward to leveraging the competencies and capabilities available with the private

sector wherever possible in the true spirit of public private partncrsliip.( Suroj Kuinni- l'oddar,
New Delhi, 2006,)

B et ween 1988 and 1994, Intel-national Development Agency(IDA) supported 23 operations to

privatize management, most of' which have been Privatized in the past few years. Sectors

counties in attuned airlines, (('ameron-( 'had) telecommunication (Guinea), power

(Mal i),rai Iways (Banking Faso Cameron, India, Tanzania). In Guyana a management contract

dramatically improved the performance of a major "hatixi riliing" opel-at ions. il We can 1111(1 a
Positive report from Bangladesh Pri vatization and adjusttiient that Bangladesh ninst place

priority on achieving striking improvements in the performance of basic economic infrastrLieture

as the crucial underpinning of the pri vat i/at ion effort. This ilieans that GOB ((Iovern i iici it of

Bangladesh) must effectively need a greater private sector role in the provision of infrastructure

through operations and administration and determine what services to provide to generally

captive markets. But the conditions that generated this model no longer exist in most countries

forcing goveri iments to consider Fundamental restructuring of' the railroad industry and its

relationship with the state Such restructuring has sought to introduce more innovative and

efficient management, reduce railway deficits and public subsidies increase competition with

other transport modes and make railroads more responsive to the needs of' emerging private

enterprises (Thompson 2003)

Significant gains might be made b y bringing in aggressive private managers and allowing the
enterprise to operate like a private firm even it' ownership of assets is not transfrircd.
Management contracts, lease and concession arrangement (11001801') are a step in the right
direction and can fitcilitate later sale, Particularly in Bangladesh where management contracts,

leasing out arrangements, concession awards and the like, (World Bank, 1995)

Partial Privatization (Subcontracting) is also very popular and recognized in Japan. In the

Japanese economy subcontracting has been regarded as an i iltportal it source of eflicicitcy and
competitiveness for indListrics such as textiles, general macluiiei-y, electric niacliinci-y and
automobiles ( 1 1 1liversity of Fukuriary 1997)
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tutiniercial Utilization of surplus land where private sector can invest in public utilities like
food plazas. c yber cafi, rest rooms.I fencefortli the Railways would locus on thici r core business
of inovi ng goods and passengers and hiving off lion-core businesses to the private sector. This is

low it shun Id be. Many countries have achieved beneficial results from such reorganization of

thcir Railways. What is encouraging is that even in movement of goods and passengers, I .alu ii

is looking forward to leveraging the conipetencics and capabilities available with the private

sector wherever possible in the true spirit 01 public private partticrshi p.( Saroj Kumar PO(ithlr,
Ncw I)cllti, 2006,)

Between 1988 and 1994. International Development Agcncy(IDi\) supported 23 operations to

privatizc inaiiagciiicnt, most of which have been Privatized in the past few years. Sectors

counties in attuned airlines, (Cameron-Chad) teleconniiunjcation (Guinea), power

(Mali),railways (l3ankmng Faso Cameron, India, Tanzania). In Guyana a management contract

dramatically improved the performance of a major 'bauxi fill ning" operations. 14 We can find a

positive report from Bangladesh Privatization and adjustment that l3anglades1i must place

priority on achieving striking unprovenients iii the performance of basic eeononim e mliasiructurc

as die crucial underpinning of the privatization effort. This means that GOB (( jovcniniciit of'

Bangladesh) must effectively need a greater private sector rote in the provision of infrastructure

through operations and administration and determine what services to provide to generally

captive markets. But the conditions that generated this model no longer exist in most countries

forcing governments to consider fundamental restructuring of the railroad industry and its

relationship with the stale. Sticli restructuring has sou ght to introduce illore uuiovative and

efficient management, reduce railway deficits and public subsidies increase competition with

oilier transport modes and make railroads more responsive to the needs of emerging private

cnterprises (Thompson 2003)

Significant gains might be made by bringing in aggressive private managers and allowing the
enterprise to operate like a private fill-Ill even it' ownership of assets is not iranskrrcd
Management contracts, lease and concession arrangement (HOO/BOT) are a step in the right
direction and can theilitatc later sale, particularly in Bangladesh where management contracts,

leasing out arrangements, COflCCSSIOU awards and the like. (World Bank, 1995)

Partial Privati'iition (Subcontracting) is also very popLilar and recognized in Japati. In the

Japanese economy subcontracting has been regarded as an important source of efficiency and

competitiveness for industries such as textiles, general niachincry. electric machiner y and
atitoniot)i les. (t uliver -sity of' lukti,u ry 1997)
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I hoiiison has showii a significant report regarding partial privatization of railway. I-Ic wrote in

century most rail roads in developiii and transition economics were run by fl)011OhllliC stateC.

owned organization that controlled all hicilitmes.

a) Capital markets and the domestic private sectors are weak.

h) Unfavorable enabling environment makes private investors reluctant to take on

owncrship of large assets in need of modernization (railways, water, power).

c) Capacity to regulate is poor or problematic.

(Bangladesh privatization and Adj ustmcnt 1994) 

2.4 Major findings of the review of literature:
From the highlighted review of literature it has been obscrvc that privatization is one of the

important cconomic reform works not only ill the developing countries but it ',]ISO contributes
iiiiiiiciiscly to the developed Countries to :i Considerable state. But, Privatization such a scope

which needs much more concentration and efficiency to implement in state owned enterprises.

But from this review it has come to light privatization is being hampered by the bureaucratic

complexity, restu n from (13A, weak plannin and other reasons. From this stunt point partly

privat/iition the idci 'partial privatization' has recently been taken wider concern. With llte

implementat i on of this scope many of the countries have reached at the certain and stable state

Of economic growth as gradually it may cause a rapid and massive development in economy.

Some of the reviewed thought about the needs of further study are given below:

I. Privatization is the only strategy of private Sector development and public sector
rel'oriti.

2. Privatizatioti is Ibund an inherent step Of eltons to rationalize public sector. It helps

to reduce their burden on national budget and can improve the efficiency.

3. Privatizat ion is a technique to solve the problems of public enterprises.

4. Privatization is a world wide issue Which states/aflcis balanced Participation of both
public and private sector.

5. Raniladcsh aller iiidcpcndenec in 1971 I 1 ri\:uizatnz was the crvinu need to slop thu
mismanagement of public enterprises.

(. Privatization is the liveliest concept	20' century.
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7. Reviewed literature stressed the point about the problem of privatization that means

this Proraiiinie has been suil lerill 'u, cunsislinu of sonic problems.

8. Ilsitiuli pu \ati/.atioi) is a cciv important reform work but it is too tough to regulate

properl y due to sonic kicturs. these unavoidable factors create problems and

privatization Programme beconics a cool down project, CSCC ally ill

9. Partial Privatization a modern concept may be taken us U sirategic concept to

enhance rapid improvement of State owned knterprises.

10. A World Bank Publication in 1995 shows a report regarding Partial Privatization'.

This was made oil cases which of them two third perlormance improved
dramatically.

ii. It is found that partial privatization is strongly supported by many researchers.

Specially the in fristructure developi oem may he taken under this proposed Prograntitte.

12. Nandi Gupta mnentioitcd ill his study that a little is known about the effect of' partial

privatization. So it is necded to be assessed that to find-out the effect and result of' the

subject.

13. A f'rican Iransport sector study (2005) recommended ubotit the perlormanec of di is

program should he designed. 'Ilie study asked about the eprcssioIi of' the system.

14. Rcluiu Amin and Rezwanuh Alam strongly rec.mnmended aboutrailway reformit

which can help to improve service and financial viability of Bangladesh railway. But

they did not make any comment regarding the effect of partial privatization.

I
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('oflCItiio,i: RCVICWCd iici'aturc sIovs that, numerous research works have been done about

pri cal izaliorl and partial privatization in the world. Either developed or developing countries,

everywhere it has been taken as economic reform work. So fur these litcraturcs have been

reviewed and observed it shows that though othcr countries of the world specially developed

countries have the experience of tins scope, Bangladesh is one of' the youngest in this area. This
is because, though we have several experience of ' rcscarch in privatization but the recent concept

'partial privatization' has not been broadly focused yet foi the study. Hut in international arena

partial privatization is not a new concept rallier it has been being adopted fOr last tow or three

decades and they have a huge experience of research in this field and work with that scope

'1'hcref'bre, this study aimed to VCrIly about Partial Privatization Programme iiiiplemciicd by
Bangladesh Railway, Bangladesh.
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Chapter: 3

Conceptual Framework of Partial Privatization Programme.

3.1 Introduction:

Partial Privatization is a sort 01 ile\V concepi winch covers one of the I-Clol-I IIIJIg ideas about
privatization. Normally privatization denotes sale of entcrpris by tender or offload of public

shares, Partial Privatization denotes private entrepreneur is allowed 10 Operate any selective or

weak part oh the public enterprise in order to enhance efficiency or profitability without

ehiitgint ownership of the asset or violating the rules of the Parent organization. Partial

Privatization is not total or complete privatization of the enterprise rather it is a part of

privatization, applied to improve the weaker portion of the enterprise. Our public sector

enterprises have been sufiring from financial loss and afhcted by mismanagement due to

various reasons. In these clrcLu-nslanccs partial privatization is a way to ]"'prove the

deteriorating position of the public enterprises.'Partial Privatization' is a joint management

system between private operator and parent organization. Under this system - the asset.

manpower and other establishments are kept under government ownership and a Pot -lion or a

part of the enterprise is transleri-ed to the iri \'ate entrepreneur to handle efficiently. Partial

Privatization is not sell of the whole SOE as an entity, but to dispose of just one or more

activities of subsidiaries. Partial Privatization does not actuall y sell its existing holdings in the
SON but open Scope oh private Participation. (World Bank R)92). Partial Privali yatloll ensures
the strength in public sector orgail izat on. It also provides the opportunity to share risks and m

time of rapidly changing economic environment to respond quickly to market demands and
Opportunities.

3.2 Features and Strength

The potential strengths of the partial privatization Include.

A.	A much stronger management capability due to Its ability to recruit and compensate in

managing sector and technical division at the market rate.
H.	Partial Privatl,.ation ensures fiecdoni of working due to no political and bureauci-atic

mnterhrcncc on the management.

C.	Better labour management relationship can be established because of the absence of
the CTJ3A.

Ire
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D.	Potentially greater experience in developing hici lii cs and providinu scrvicc ;1111111M

-	 to I 11 C.7 Colnpei Itive world 01 global ti ad e:

F.	Access to no traditional resources for investment in the inlrastructnrc.

These attributes of the private sector involvement enable it to respond rapidly to market changes

and reduces mismanagement with earning satisfactory financial prolil through immediate

decision making and invcstmcnt. (CM), 2001) Government encounters problems whcii it

aticmpls Ii) sale the \l1olc organization. In these casesconsideration can go to privatize

management without hilly or immediately privatizing ownership. This solution is most

appropriate for infi-astrticttire firms operating in monopolistic markets.

3.3 Methods of partial privatization:
The methods of Partial privatization include

(I)	Management contract

I easiuig

Sub Contracting

(iv) On Board service

(v) Public offering shares (Full or partial) and so on.
I .l\ianagerncnt Contract: The management contractor (normall y a company in the same line

of business as the enterprise) assumes responsibility under a contract to management services
or technical assistance,

2. Leases: Lease contract is an agreement whereby private sector illailagcnicnt, technology or

skills are provided under contract with the SOls in respect of state owned assets For an agreed

period and compensation. While there is normally no transfer of ownership and thciclore no

divestiture of state assets, these arrangements can be used to "Privaiizc" management and

operations and thereby possibly increase the cfliciency and effective use of state assets. the

main underlying features are normally the conduct of the business by the lessee in its own

name mentioning with the right to use specified facilities for a fixed period and the obligation

to pay the owner (govci-ninent or SOl) a fee to use of the assets.

I either a lease or management contract agreement is continued for long periods of time (there

are examples of management contracts expanding for fifteen years), the state may presumably

decide that the arrangement is convenient and profitable and that p r i vatization should be
I united to management and operations.
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3. Subcontracting: SLihcoi1tractinL is a way of ' partial privatization--- a contractual agreement

between it 	and 'parent' fir it i with larger capital OY Iarger number o f ciiiployces. Ihe former

is coniniissioned to produce products, parts, attachment materials or coiupoiicnts used as

lupLits in the present firm ' s production or to produce or repair Facilities, equipment, tools and

others which the parent firm uses in production. When a firm purchases non customized pans,

components, and the like through a usual marketing channel, I is not rcgam-dcd as
subcontracting. In subcontracting, a parent firm orders the work directly to a subcontractor with

assigning a planned quality, specific fbrni, design or others.

4.On Board Service: On Board Service is a system to include private activity to l)erlornl

specific task mainly service oriented task which is more attractive to the consumer or client or

' passenger, given to the private operator undcr some condition with paying Ice. Oil

Service system is effective due to two reasons mainly. These are qualily of' work which call

ensured and helped to avoid long term n employee liabilities, which is financially viable for the
parent organization.

5.Public offering shares (Full or Partial ): Jnder this transaction, the state sells shares to the

general public all or large blocks of' stock it holds ill i t wholly or partly oied 50k, which is

assumed to he a going conccri i set up as a public Ii mited company. Technically this transactmoi i

refers to a secondary distribution of shares when government decides to sell only a portion of its
holdin gs, the result is joint stale/private ownership of the entci-prisc. The government may

pursue this approach as a deliberate policy to i riamntain its presence or as first step toward lull

privatization. Where there is already private share holding, the transaction may simply be a
fliriher privatization,

Partial privatization usually results ill joint state private company. With mixed state private

enterprises initiative can be earned success which arc necessary for profit, quality service,

proper maintenance of the national assets.

3.4 Conclusion: 1 here are many reasons which arc liable fOr making obstacles in
siuoothprivatizat i on 'l'hc perfOrmance of privatized organizations is not much satisfactory. In
this context, partial privat/ation system call analyzed to find out its eflectiveness. Some

analysts opine it as pre-stage of privatization. That is, under partial privatization, the weak

position, of the sick public organizations may be improved. After ovcicommng the weak

position, a public organization can easily be privatizcd, l-lowcver, currently it needs to be

assessed the viability, efficiency, srtitabilmty olpartial privatization as a strategy of' the SON.
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CHAPTER-4

Public Sector Performance & Privatization Scenario ol

Bangladesh:
4.1 .Meaning of Public sector:

Public enterprise isan tinderiaki ng that is owned h-a national, state or local

Govcrnmcnt,supplies,scrvices or goods at a price and is	operated oil a more or less self

supporting basis.(Fucyclopedia Britannica) Normally the government organizations(SOE) is

known as public organization or public sector. This is because, all kinds of organizations

belonging to this sector are initiated and operated by the government. I lowcvcr, the public

sector in Bangladesh includes the following organizations:

Central government departments, agencies and services such as defense,

education, health and social seeLirity.

• Local goveni file lit departments and services such as education, social services

housing and so on.

• Nationalized industries-such as BJMC, BTMC, BC'IC, I3FIDC, 13T1'B. 1)1)13, etc.

The organization formed b y the special act of parliament or Presidential order for

the welfare of the people.

4.2: Historical Perspective of public Sector in Bangladesh.
Bangladesh was the part of the then British India till 14 August 1947 and before 16 December

1971 it was the part of Pakistan. So the evolution of public sector in Bangladesh is viewed as

historical process. The public sector Iiinctions were limited in administrative and regulatory

works. The partial involvement shares education, communication, health, broadcasting,

telegraph, telephone, roads and railways, postal are found ill organizations. During the

period of Pakistan this sector covered the conlniunication nci"iork, power, irrigation and other

development works, social service, litcilities Ili education, health, housing and defense etc. In

1948. the 1i'st industrial policy was declared by the Pakistan government. Public sector was

reformed as follows

1. Arms and animtini ion

2. Generation of hydroelectric power

3. Railway, Telephone, Telegraph and Wireless

The Pakistan Government also reserved the right to form essential and vital industries. The

government also decided to establish Pakistan Industrial Development Corporation (PIDC) for
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necessary industrialization in the country, because the private entrepreneur's participation was

not satislactury. I lowever. PIDC selected some industries which are as k)Ilows

a ).l utc	 e )Shtpbui Iding

b) Paper	 1) Fertilizers

C) I leavy chemicals	 g) Ccmcni

(1) I Icavy engincen ng	 Ii) Sugar and iron and steel	i )	]cxti Ics

In1962, PIDC turned into EPI DC that tried to take necessary steps for industrialization in East

Pakistan. The Pakistan Central Government also tried to develop private entrepreneurship in this

N9 1011. However, it is an irony ci late that Bangladesh witnessed a destructive war of liberation

in 1971 which resulted separation of' Ban g ladesh from Pakistan as all 	country. At

that time, industries were ruined oil of prolonged war, as well as mass exodus of

Pakistani managers, entrepreneurs, o•i1ers and skilled labour. '[here was a question before the

newly established Bangladesh Government its to how to recover the war devastated Ceoiioniy. It

was tl' h;ickgruiiiid that Bitiighnleslt ( Inent declared nationalization policy in 1972 and

nationalized the industries. [his decision was the milestone for development of public sector in

Bangladesh.

4.3 : Objectives of State Enterprise

State enterprises are established for the greater welktre of the iiation. In sonic eases. such as

sensitive & confidential units of Government are to be run by public enterprise due to public

interest and state security mainly. However, the main objectives in favor of state enterprises arc
pointed as:

i ) Abolition of monopoly business.

n) Proper distribution of wealth.

iii) Ensuring public interest.

iv) Creation ci Employment Opportunity.

v) Establishment of Basic and heavy Industries.

vi) Planned Economic Development.

vu) Proper use of Natural rcsou rees

vni)	1 siabl ish public AecoLintahi lily.

Public sector is strong alternative to resist bad impact of private sector. whereas Public sector is

inure of , coneci-ned with public interest but Private Sector mainly perlornis 10 earn profit. But

the actual scenario is iir beyond, weak and think. In Bangladesh Public sector have failed to

contribute to the national economy of the country ( Moltiuddin 1996). Due  to various reasons
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ptthlic sector has become a big burden In national budget, a big fluid ui granting substdy and, a

btn, defaulter of Bank credit (Muhiuddin I

4.4 : Size of Public Lnterpriscs
Situ owned I ilterprises Of Bangiadesit ItaVL' been playing a significant tote in cconnniic

development. uidustrial growth and other social services. Though tlic changed eCOnomiC

cnv!roniuent rciuircd to include privatization and othcr rcform work, till now SOE is very

intportattt regarding (iDP, cmployinciit gencraiton and rcvcnuc earning. (Economic survey

report of' Bangladesh -- 2004).111 Bangladesh, 44 SOEs (non financial) are existing under 7

(seven) sectors. These arc pointed as in the table given below:

Table-I, Size of Public Enterprises in Bangladesh

Sector	I Number of	 Name of Iiierprises
No.	 Enterprises

liiciiisti y	6 Nos	 tlaiigl;idesii textile iiiiliisti I cx C iirpiirl l o t litaii 0 liidci,li Sled & I 

or atlo .I3angI-adesh Sugar & Food hiciustrics (orporat Ion ,ijilngtadesh

Chemical Industries ( urpcirali&iuBaiigluJeh iiiicsi Ii iutries Lies. I oipurzltliin
Bangladesh (inc Mills ('iiiporiiiion

2	Pius Cr	(ias5Nos.	FIangladcsli Oil. Gas & 10111cral Resoiiics ('orporatioui, ttangiadesh puusser
& Water	 develuipuneui I Board. Dhaka [(ccii iC supply A uthority. Dhaka Wasa. C hi tiagong

W:isa.

7	I ratispiuri	0	 tlauugiadeslu	Shiping	('orpolai loll,	tt_ngladeslu	Inland	waler	ir;iuispuiit
and	 Corporation. Bangladesh B iman (ouporailon. Ba uiglatiesh Road Fauispori
'onimut I eat	 (orpouaiion. Chittagong Purl Authority. Chi ttagong, Por , Dock Directing Board
on	 Muungla Port Authority. 5touigla tort Dock Duuceturig Board. tiauugiidesh Land

Port Authority. Jaununiu M iiltipuupose Bridge Atilhorily
4	(onimeice	3	 Bangladesh Petroliuni (orporalluun, Bangladesh Jute (orporailuun (Under

dissolution) Bangladesh Cotu mci-cc Corporation
5	Ag uculiiui e	2	 Buuglauicsli Dexeiopment Corporation. Bangladesh Agriculture Development

oipiu-a lion

Cu	 Construction	4	 ('hiii:ugiuuug t )cvcluprneiti i\iiiituuriiy Rajdiiaiii I Jnnayan	Katupatlia, Kliuliva

i)cseliupniciut i\iutiuuuruty tCajsivaliu t )cvcluupiuucui \iiiluuuiiy.
7	Sirs ice	i 4	 ttiuuiglailesli	NliiIiij uddiia	Kalyaui	1 rust.	L3iiigladesiu	i -duuu	I )eveliupiiieiui

( u.urpoi atiiuii. i(aiugiaiicstu Liiiand VVutcr i iaiispou I Autluorut	Rural ticclruiicatiuuui

tloaud. Bangladesh Export i'iocessiuulZ 7.uune Authority. ilauugiadcsli Posseriooun
iloarul	llaiugindcslu Rosiuuuuiu iluuarci	i3uiugtnlesh Water I )eveluupnicuui iiuuarul
I ianpliulesii i-spurt i'ui iiuuiuuuri liii ucus.

ttauigIuuics,h	I ule C ouulnhiinuciitluiul i(eguiatory ( uumuiui,,sio,i	itauugiidc.Iu	lea
Board.

Soutee: I euuu iuuuiiuc S ti rvev Report -2007
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Out ol 44 ciitcrprises niciitioncd above Ilicte are some mere organizations in Bangladesh. 'these
Departmental ( oveninicnt organizations which are given below:

IaI)Ic-2 Departmental Government organizations

0.	Name-'-'-'	-

1	I Bangladesh Railway

TThekphonc&Telegraph

Ir-	[It(Nationalized)	-

4	I Bank & Insurance

5	I other Financial Institutions

Source: Bangladesh Economic Survey Rtporl -2007

4.5: Performance & Financial Position of Public Sector in Bangladesh.

Public sector organizations are operated to provide necessary services in the society for the
greater welfare of the inhabitant of the country. It was our long awaited expectation that a strong
pLiblic sector would be established in oir country in order to raise economic strength. The
vel fore of mass in a country strongly depends on public Sector. But the economic position of

public sector has been suffering for long time. During the time of reconstruction of war-stricken
Bangladesh it was too tough to operate the nationalized industries and other public
orgaiiizanons efficiently and properly. Asa result the nationalized industries could not profit
eventuall y . Day by cla y they sank into losses. (Financial Fxprcss,.2000
The pLiblic sector organizations are economically very weak due to fra g ile governance, and lack
of accountability mainly. These organizations are incurring a huge loss every year (Jugantor
2002). Government has to allocate a big amount of subsidy to the public sector in every

financial budget. Public organizations receive other foci lilies from the government. Due to the
finlurc of Govenimcnts inability to afford in financing the SOF's, they frequently depend on thc
other nongovernmental financial institutions and sources.
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Thcrciore. at the certain stage Govcriuncnt organizations burdened with huge credits that leads

-	 them to he dctaultcr. As tr an eNample, tol lownig concerning tables mani lst the over

ñnancial positions including toss, credit, 1)1-0( -It,suhscly. detau	lht o So I S:

Table 3. f'inancia! Loss of major 16 public Organizations (02-03=06-07) crore

No	 aiiofscclor,	02-03	03-04	04-05	05-06 I 06-07

L	EITMC	 52.99	2407	21.09	36.19	43.70

2.	B.S.F.I.0	 90.65	56.59	17.57	 90,64

I	ft('.l.0	 203.97	135.34	173.57	254.54	35099

4. B.J.M.0	 2u4.64	211.57	173.54	320.5 1	394.1 7

5. DESA	 259.67	167.24	33.72	5,69	1941

6	131'DB	 14.26	618.30	936.09	1358.54

S	I.RI.0	 32.88	41.46	35.31	38.92	53.05

9	13.P.0	 2792.48	1157.68	2792.40	3704.87	3175.19

I))	ftA.D.0	 20.45	21.34	11.16	1.87	011

H.	C'tg.Wasa	 -	 0.26	5.21

12	B.LF.W.T	 1.74	5.59	8.86	6.95

13	B. 1. 	 1843	36.34	19J0I	17.31	24.17

4	13.[3.0	 6 1. 121	249.51	453.20	536.0))

IS	M.I.A	 Ia87	12.56	15.51	17.20	18.62

16	M. D. W.M,U	2.51	 14.22	060	p121	1.05

3 502. 0 1 	1896.41	 1
188	5797.78	6077.86

Sniulce: Ecouiouiuuc 5iur c y Rc u, I
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Fig: Total loss of major I 6 SOF's in Bangladesh during the period of 2002-03 to 2006-07
Set ic- I (un.c I me rciIcenIng the iiitanci.tI ics

From this table we have Collie 10 understand how SQL's are hearing lOSSeS consistently and this

eoiisisteni loss of , SOP 's llalilpcis the liilallCi2il position oh na ional CC000111y. Iliough several

organizations have the scope to be profitable, they for their lack of mismanagement and other

drawbacks remain sick organization for long time. With this table we have witnessed 16 public

sector organization have incurred loss of 1K. 3502.01. Fvcn 131113, BR'FC, also incurring loss

having a better financial prospect in Bangladesh.

Ial)lc-4.I1'rolit earned by public organizations (Crore 1k)

No.	Name of SOF's	 Profit in the year 02- Profit in the Year

03	 03-04

1. Dhaka WASA	 8.06	 35.26

2. B.1 :F.0	 18.58	 22.76

3. C.L1A	 - 1.94	 8.64	-

4. C.P.A	 - 101.91	 108,39

5. B.J.M.0 (Reduced loss)	205.56	 154.11

6. 13.S.F.1.C(Reduceed loss)	98.07	 41.83

7. B. 0. G. M. R. C	349.19	 316.97
Sctir: I),Iv I'u,,tIi,,ii Alo .1 l'junc -200-I
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lLL t	tl/lli	puIil 1 %-cry poor allioulli then vftii they cotihd ew11 hut it K poItI\c ii
p.11 Kt! I	II 1	he	n1iei	I	beiriiie	( )h'	.S UI1C	I tile IlleIlIlolled	I!'IIl1l/I(Ion	lit laNli 4

C edneed their 11e and beentte plohltbb ( .	n It IS predieiahft hint the ohhei	( )i 
Ilpelaile theu piKi mu b y uleans oh retriii npcnda.

lk-
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IL)1C_5.(,OVCt1Cflh giaIIl/stIhSi( I Y to flI1JOF (r()11)01a lions in UaIIgldticIt

06-072005-06	

(Revised)
OL) rporatiOfl

26.04	33.03	29.57	10 0. 0 0 	100.00

(150	000	0.5()	-	0.5()	- 0,5()

0.09	0.10	0.09	0.12	0.13

B.F.F.W.T	16.25	16.25	16.44	18.19	18.19

BIWTA	23.40	27.86	31.88	52.19	52.45

19.04	21.50	22.51	26.5	35.65

8(R)	8.00	8.00	8.0()	8.0(1

B.F1.B	4.05	4.50	4.61	7.99	6,95 -

4.62	4.30
	

4.26	3.97
	

4.31

E.P.B	3.00
	 2.00

	11.00

35)035)0
	427cl0	58.62

	00.50

ftW.1).13	191.69	230.80
	251.83	279.01

	
329.()K

514.98	58131

Source Monitoring c ell. Ministry of finance, GOB
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Fig: (0
ver111ne,II iihily /grazii lo 11w IlIajor sick S()l'.s (luring the period 2002-03 to 200-07

Series- I. ('ni-ye line representing lie S(Il)Sid\'/grau( given l)y the ( 'crIIIIJcij t.
Table-6, Total loss of 44 sOi:'5 in the year 2004-05 ---2006-07.

ar	 Jotal lo	 ol	increase	than
pI•cviOLIs

	2004-05	 2082.64

	

2005-0()	 1k	 0.18

SotInLs S Mimi:oting	Il. Miiiitry ii . I wince. ((fl
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Total loss
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I io: total loss of 44 SOt Ys ( I LII - 1119 the period of 2004-05 to 2006-07

(O-X, indcatc the year and OY indicate loss of tk. In crore)
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4500	 --
4000	 --	 -
3500
3000
2500

C3 10101

0 I

	

2004-05	 2005-06	2006-07

I'ip Fual Joss of- 44 SO'.s (luring he period of 20{)4-05 to 200-07
(O-\ indicate (he year and ()), indicate loss al ik. In crorc)

I lie data in table -, shows inancial giant or subsidy given by the goverlilnent to the S()l' In

(lie year 2003-04 about 391 .0 I cr01-c taka at lotted as geant or subsidy to 5urv ye the soj
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Iil)Je 7. Loss hr IiriIatIc'Ii ITt,h4;Iet1111 ( l)I1)OIIt j i)Ii (Ifl'( )

(Tort 1k

Year	 B.P.0
	

Loss---- -

-2000Fuel tnoi I	iIc

	

2001 -02	 70. 10

	

2002-03	 522.22

	

2003-04	 T	ii

	

2004-05	 2792.4

	

2005-00	 3 704.7

	

2005-07	 31 75. 1
\. 2(1117)

Suiiice t'iuiiiiciruig edt, tVlIfli	tillaliCT. (0tt

Table-7 UliCovers BPC as the bigget loostn concern among tbc SONS. In the year 2004-05 RPC

	

hs I1c1IrrLd ainind 279240cmor( tk which is 74.6	ot total loss retirrecl hy the SONs in
ftiiiIadcsh. I hi is very horrible condition that is also aIauiiiiii bir us.

4.6)Finaiicjal aiialysis of Governilieni Sector in Bangladesh.

With these lollowing tables we have tried to show tiancial anal ysis oF the SoN's finin the
cconottiic stand point.Uus table shows a comparative study oh f -1 11 a 11CM I statement dun n (2001 -
2004)
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E17.3%
9	324.64

6	(8.03)
5r343%

343	134	23.04
5 7 T4i 39A3

32
8
1151
332

255
77

tahie: S. j ut- rate of ()pt-ratin j)I)I0 or goeriiinciil (fl%fle(l as,.cI.
Nhl- ill on (lj)cr:lIullg rcveiiiie. Rctiirii 00 equit y aiid Asset tllri1ocr etc.

2	 2uo2	2003	2004 [20fts	(u
(Actual)	(Actual)	(Actual)	(Actua	(Actlia	Ii Rate

---r-22 5 5— 27464 fsoo 32 54 1 35390 8.25
2) Opei aunt sLIrplils	(I 773)	(06)	

L
I .73

3) SLirpIus	outside 571	449	1)53 --t6 	586	5.68
operating IC Veil UC

111pk)yeC own (titid	24	 2-4

5) Stibsidy direct	0.10
6) Internet	 i2

I	 (1214)
prof 11)/1 .OSS)	21	I
(4 6)

8) lax	 183	208
9) Poit tax Net profit/loss) (2641)	(1422)
7-8
0) Dividends	 156	180	188	224	594	12.6$

retained earning	 (2797)	(1602)	lii	($02)	(496$)	33.7$
Iota) ntvestnien1/ftnd	$992 I	 9684$	11306$ Ji 2944	1249$	12.78

H
lpitv	 22493	25066	33401	5081l	20954	30.86
Operating profit ratc on (1.97)	(0.52)	 0.31	0.07	7.47)
total asset (2+ 12)
Net	prolil	rate	on	(1 11 .2%)5.1$	0.25	(1.7$)	(12.3()
operatiiw revenue
I )ivideiid rate on 

I1i LIitY 0.69	0.72	 44	2.83
(2+12)

I titito ver of lola) asset	0,2S	0.2$	0.27	0.25
SIIILL I 'O I IIlfljL' uIY1, RpoIi	t(:iii,&l:uksI, 2((H.l
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I tic l't( )A ol ( ,ovi.iiiiieni Secim . is aliiio.si iecaiivc br all years. Iiii alter (2000-2001) tiscal

vear.thc iici.ative R( )A has decreased and ill fiscal year nicrciiscd 0.3 I percent. Ilie

itiai . wii iii net loss or opera!titi revenue has decreased for the last two years. 'I he return on

equit y iii (I 00-20)0) liseal year was 0.73 percent which decreased 00 percent in 2002-2003

liseal year. This retuni, or equit y in novertitilcut sector is less than an y lildcx. Alter analysts oF

the asset turnover it is found that the etliciency of iitili,nig asset ill 	fiscal year was
I lie sante as tie prior year.

4.7 Evaluation of Puhlic Sector Performance in Bangladesh
The eltcelive nianaItcnlcnt of the pithlte enterprises can onl y he guaranteed under planned

tlianagciiieiut s ystem, which can ensure the elective uti I i/ation of the invested resources in the
im-

 pioducoon process uianutnuttma nornial pm) it for sniooifi fuiictionnigoii a entntiieieial fuoluig.

As, this has not been runtung satisfhctuirulv, the question of eftetiveness or evaluation of

perfomianec of' public sector came to be a matter of discussion. It is al most clear that we are

supposed to ilteasure the perfbrinanec of public sectoi enterprises si nec pert orniai tee ic Rrs to

the economic activities done by public enterprise with some socio-economic objectives.

The ability of ' slate enterprises to perform productivity is al'f etcd when they are nan pit lated liar

political reasons to weaken ott political opposittoit or payoff political ci oities (for instance afier

nidcpeiti.lettce ) or or the purpose of personal gain A state enterprise offirs eluortuous

possibilities liar internal corruptions, another reason solute "Public servants" resist move toward

Pr] valuation. Many observers have conic to woiider, the tovcrniiueut sector is after all the
elitnipion of the general welfare. (Shaha, 19S0)

It has become obvious that state enterprise systems were nieffietent, Lnuimaun1ativc, overblown

bureaucracies, unable to understand and respond to the economic forces of' national and

international market places. ']'ltcy were obviously incapable of ' providing og the dynamic leadership

and operational performance required liar [lie growth and progress. the nation wanted. though

sonic government eihtctprises were vcl I nuanaicd and operated at a prot 1. most lost honey

(sonic heavil y); and the entire state controlled sysictu ercaied a tremendous and cvi'r-nlereasing

drain oil already tight natiotual bud get and strained resources (I luinprev 1 902 ).'l'he nh i nate
ri'snit of' out' public sector enterprises is not well to do. [hey arc very weak in ceono 

Ill] e
perhn nuance. Apparently the cause of weak governance and lack of uccouitutaliiluy Ill public
sector arc liable for huge amount of' financial loss every year. Public Sector is overwhelmed by

ilianpower also. About 20% Of' total inailpower of' the state (Government) are en gaged in State
Owned I-ntel-prises.
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I J, I lwh iiiC\ aiC piodiiciiii.t goods iiici cieliveiiiie	etvices iii tile s&)cleiv	eeuiionhicall\ IlICV ;IIL -
10 ' "111U. 11111ch iliOle. Reeeiitt' tire Ctlilti ut)litiliui lit pliI)lie sector to (ii )P educe tiunui 2'' 	to I

(.111 t.iu it	r 2111	I

4.3 : Background of- Privatization In Ra ngla(Icsh

lie past S111KII ion 01 Ingladesli Iii 197l. the role of the state. cspeeafl\ a the ecoaamic aiki

industrial sphere expanded draniatucaily. But there was iiu ready made Bengali cntreprci1eurs

Class iii hand to till file economic space lelt oil b y the Pakistanis. Bengali eultrcllrencurs

accounted for 18%, of manul1cturing assets mostl y located in the jute and textile industr y where
we have observed a iirst generation class of entrepreneurs had been inducted under state

patrotiage over less than a decade of' medium scale manufacturing ach y ties (SulhanRehnian

2002). lj nlbrtunately the public sector nidustries have I1111 Cd to contribute positively to the

economy of the country. Rallier they hecaitte a burden on the national budLtet due to cotitniLial

huge amounts of financial loss and subsidy. They became a synonym of mismailageullent,

inefficiency and corruption and a 1l-ti Ic ground of industrial unrest (Subliun.Rciinian 2002). In

that situation the policy makers thought. about privatization ni order to improve the eeononne

position of the public sectors. There have bccn pressures froni aid group also. I io'vcver, tIlis

scenario seems that the Ibilowing reasons have convi iced the government to take decision lbr a

tiliissive privatization Priigranime ni Baitiladesli,

(i) TO telueve Ilic ahue:id\.' htuidcticd national hndct fioni 111C liuueniiiaiiit of

subsidies generally provided lot loss-makin( I stale enterprises to keep ihetii

operational.

(ii) To divert tile stibsidy , to 0111cr priority areas of tile economy (health, cdticati oil.

poverty alleviatioil, hiuritati resource development etc.)

(iii) TO motivate private entrepreneurs br participation in public sector refbrni.

(iv) To ensure nianagertal c1licicney and profitability ol tlic loss making public

I a lie rpr t S es.

(v) TO encourage investment lioni hiuutli resources. ionic and ahroid iii order to

improve i tidustrt al sector.

(vi) Fst-ablish competition among public and private Sector.

(vii) To nuoti vale emplo yees to uullplctiieult their iiaxi nuni ability..

(viii) I i eiite iliuuuispliere or euuiployiiient ol'tiic huie Lliicillployed workers.

4
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lctwecn 1971 to 1975  in Bangladesh the Public sector cxp:uided Ial)ldlv the nunn eatise, of

hi ciihnt'.einent were ltitorical eveiiis and the political decisioti t;ikeii by the gocriiiiiciit. lie

INniluel ul tile state oiied entel rises rose to 350. But due to various reasons the (uperatme

of , public enterprises decreased hililv. ftc public sector became a trtile place u!
C1 111C1 1,11) due to corruptniii. nepotisili & iiiisiiiaflancilleiit. 1spcciallv the financial position was
tic worst side of pubhe sectors, that is wh y, the governments ufler 75 declared to hi how

pii vat iiat iOi I pi uicess

l'i',val ital ion of State (Awned I miust i . ies and 'rival izatioii ('oInInissjofl

The laws prevailing br privatization oh the govcnitneiit Sector industrial, mills and factories

should he followed with due IIlIpot'tanec( Industrial Polic y 2005.

A

	

	State nlvestnicnt will he limited to "Pi -eser\'cd sector, In f 'utui'c state hold tilvesiment in

industrial sector oulj be considered as residual iiivcstmeitt,
H

	

	Autonomous rirthits should be iiv cii to tile existinu public nidiistries to he Lill sniootiilv
through correct policies of trade.

('

	

	Capital will gi'adnal ly he taken away from the industries under corporatn)ns except

horn those tinder public antlilrilv.

I)	('cut percent shares shoLild he sold ii ' ltcecssary, lvcn the distribution of shares and

security should be released to public, and those oh public nidustries nay lie sold among

them.

l

	

	People living in abroad will be encoura ged to buy these shares with the hreign currency
that they earn.

prl\'ativaton commission huts to privatize the industries run by the govci'nineiit, the

concerned ministry will set I/transfer/lease them.

4.9: Assessment if I'I'tva[izal,on

Privatization ni Hatitladesli is a honr tune Iii'oecss VvIliCh actuall y was started in 1073 After a
fc\\ yeats' oh' Natiotialuiatioti the l > tuuraniinc tesumli not licdtliv condition of the prevailing

industries, l'liercf'orc, (iovei'ntlicflt consequently took steps to OVercome tile iilarnim g sitLiati On

'l'hie then privatization started as Denationalization & Di sinvcsttlicnt fbrm. Up to 1982 about

217  units were transkrreub tlnouihi 1)1 or I )N. (Subliaii,Relnuan 1984). l'iouui 1970

started Ji,inct toiling as specialized work which is till to date. Privatization is an Important subject

to the national ceonotily. But in this sector the asscsstiienl or i'esearchi study is very limttcd.As

we know that tin,' result of' privatization is not stlishactoi'y it is sti'oli(/hV needed to lie assessed

pruvatu/atuoul performance in I3a11gladesh. To coninient on privatization, we have to mid Out the

actual output of this sector. Ihough we have long histor y ofpyjvati/ation we could not educed
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.e'. 0l,  pubic sector OF decreased the sue OF public enterprIses. So we should take the

p \\ liiehi iic iiCCco.di\ to ft'diiee liieiiiei.ul losses 01 ' 0111 public 5ectoF.'.

llivever. the iihtiiii;ute I estihi or output iii pFI\iItI/.;utloit is not much "at islaCioiy. there are many

iohit'iii	involved wiili pi . e	l)''t P1id11/1t101l POt'HiIilIllC. l'ruvitu/ed jiublie eIiteIpiisi_'s aic

lot heiii operated well. 'I'llcy ate iwi making, profit better tliait previous. Private enterprises are

lot payi rig the dues as per rule. 'Ilic sales volume is not sat islactory. A few uLimbers of public

enterprises became success to cont iine profit. 'l'lte employee condition of' these pri vatiicd

oreanu/.aiioils IS not satisfactory. 'v1any employees lost their job due to trans Icr of the

oru.allrtatIoIls 11 .0111 public to l)rI'aft. I lowcvcr, there is no government assessment of privatried

organizations in Bangladesh totally. Partially some works have been done by renowned

ceotlonlist Pro l'. Rchnian Sobhan in early stage of privatization as disinvestment and

dcitationaltzatioii IoI'tli Mid later Mitiistrv oF Industries conducted a survey III mid 'Ws. Iii this

slaLe we eati mention the description of pri vatized/the nationalized or returiiccl enterprise. It can

be shown separately. That means Orst phase in 1976-1982 which was actually done bef-ore

established privatization board. Another phase is alter cstabhislied privatutioii authority, hoard

and at last cOIlllliiSSiOIl that is 1993 to till (late

RI I' : 9,Nu niber of I)isinvestc(I/l)ena j onal j zc(I units b y corporations, 82
-	 ----i'---- -I	 -Scilion	flits	utal 1)1	hider process Returned	In	RII)\ I otiI

( 'ni p0 ia lion	Ow ned	 ot l'a El hi I I)!	cx	io ner

1)1) N
I3CIC	1	88	I	51	I	5

tst:tc	 35	 6

22

1311t)('	22	 3	 0

13.tl(	79	 Ic

U'l'r\IC	60	 4	 Ct

20	 20
Corporation

7	 63

5	 46

5	 35

0	 3

32	-	37

28	 32

77	 217

Source: Ministry of Iiidustrics & ('omincrcc & the Sector Corporation(Quoted by

f	5 ( 1111 UI
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'IA !Ii 10, AVERACF, ANN I A I, PkOI)I ('lION PERF()RMAN('I-I'RI' & 1O'J'

1)1 INVESTMENTS ('I IAN(;Fs

)eparliiienls	Sainp	Rise	Fall	At present	Post Data	Sample	Unit Which	t Ii iii.

Ic No.	 Layer off	not	No.	of has Stopped Which

orporations	of	 Reported	Units	in Producing	now

Units	 (3) & (4)	one or more Produce

item

	

	s Ne

hem

—	 (I)	(2)	(3)	(4)	(5)	(6)	(7)	(8)	(9)

la nuicry	7	'I	I	I	I	5	4

Rubber	5	I	2	2	0	3	7

Paper	I	0	C)	0	I	0	N.A.	N.A.

Synthetic	I	0	I	0	0	I	0	 ()

Match	3	2	I	0	0	3	0	 0

TIC IC	17	7(41,2)	5	3 (17.6)	2(11.8)	12	7	 4

('l'Il)	(100)	 '!9.4)
Oil	4	2	I	I	0	3	I	 0

I4I)CCo	6	5	I	t)	()	6	0	 I)

HSFIC(Tot	10	7(70)	2(20) 1(10)	0	 9	 I	 0

:iI)	(100)

;.Iuniiiiuin	2	0	2	0	 0	 2	 I	 0

i eta l	5	2	I	I	 I	3	I	 U	-

I :uig.	I	()	0	0	I	0	0	 0	-	-
ItSEC	8	2(25)	3	1(12.5)	2(25)	5	2	 ()

lutl)	(IOU)	 (37.5)

UJMC	3	2(66.7)	I	1)	 0	 3	 0	 0

(100)	 (33.3

3)

BTMC	I	1100)	0	0	0	1	0	 0

(100) 	______

'l'oOuI	39	19	II	5 (12.8)	4 (10.3)	30(100)	10 (33.3)	4(13.3)
(100)	(.1S7)	28.2)

Foal	35	19	II	5 (14.3)
(Excluding)	(IOU	(54.3)	(31.4)

R. (Data

Source: Ministryshy o I' I ndush ries and ( 'onhinc iccQuoIcd by R. Sohiian
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I	 In I)l;lekei' (ll(flei.)1e 1eleet11li'_es ill tl-mn•; table and all ilic lollowini,

	

I	c

... 1111( 1 1114111011	1!) 1111(15 ShUt down has h(_'CI1 ohLiil')c(l trotii the Mililslrv of

Intlu 'It l ie. and CI)IIIHIClee N. the National loard of Reveiiiie Revenue Records.

	

3.	(	ItllilllS () c'c()) iiiav i)VeiIaj) and will not add to eoliniin (7).
I ItII\	l!iIii	I111	,,;lLi	I I I I I I 'I It	i	Ih'	\l	II\	I	it	I	tt?L't1c'I_ç	.ini!	Il L'	'.'LII

	

I	ii	i

I'IkF ii	E\111 ()\ MEN] -IIi, A N Dtill 1115r\'Fsl\Il-7', I' ('llN(.Vs (NO. OF ('\llS)

	

-	mmii	mpm- Nm	'I	( )	I	/\	I.	-- iS	Ni -
C11F))iil.l11II.	Ill (huh	I -	( )	'i"	 1	i-S	i-i

A	IlICIlluhIll ('ii.Iiji tilbIllIlCI'S	I)	IIXCIIIIJIII)> I .i,'iiil I iI)i1m1Irci'

Rise	iiI(	Siii>)ui	Iise	['I;u)l	Saliie
(I)	 -	 ( (1)

iilIllIl_l y'1	 II	 7	 Ii

IiIll)Li	 •1	 )	 I	 I

P.ipei'	 I	 I	 I)	 (I	I	 0	 Ii

Sviuiliclic	I	 I	 (I	 I)	1I)

Mijiclucs	 I	 I)	 I	 1)	 0	 I	 I)

IIcle(Ii1(u!)	(-1()00)	7)h))	0)42))	(7 I	5il7	 X(7I)	117))

2	 ()	 I	 ))	1)	 1	 ()	-

4	 2	 2	 I)	I	 •2

l3sli (111231)	7(10)))	2 (2S()	5)7) .41	0	I (14._i)	(u (55 7)	0

Aluminium	2	 1)	 2	 1) 0	 2

MIaI --	4	 2?'	 (I

Ituiii	 lb	 I	 I)	I)	-	I
- -_-	 --

	

141131)	7(100)	2 (2S-l)	(7(4)	Il	I (14))	(m)57)	(I

IIJIIIC	 2)100)	2)100)	Ii	 1)	7	 6	Ii

1)11111	 (1)01))	II	 (0)0)	I)	1)	 I	 II

rolal 17 ( 2 8 2 ) —1 —(1-2 fl-9 	71(677	I
i\mle-.	 I	 Huise 111115 (live heemi ciim.cd 2111111 I1IIIII1IIIC(\

	

.2	1 Inc ol	IIL'IC In_nc mccii i'L,.eml liii ii ilIitim.it-I1
I	Tjmr.Il Imti.mimml \iu;Im'I,..	.lIl;mIu\llre	mmmii I'tminlrmc t - c

I1li1f)IoviIIflt position: I:mplovmeiit position is one of' 111C Important sub j ect matters involved

\ [Ii prlvattiation. table I I contains the analytical scenario of eniployces in pie and post

pi valued indnsti'ics. In [his table out of 31 saniple uiiits nutiibcr of employees raised in 13 fall

in 17 (54140 Much was hanniul troni the stand pm it of job security.
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)

2 .I'Rol ; II	%iAKir',(; •NI) I\\ I\\\II:NI,	I 1 \IIS I)Il\I;sIi.D !tI • ()RI•: \.t)	ii:i.t
.IINI

i.ui5i	5	 .\ii	5	- -	iiAIs-	cS	Io- 5'	-Os, I,.- 5

Sample	No.	Sample	j No.	% of	karning	total	total
No.	of' Making	No. of , Di	Making	pin) it	Units	Prokts	laxcs
Di Units	i'roflts	Units	Probts	(3) (2)	(S)1(4)	Nanied by	Paid

Lim Year	 I.isi	 Units
lklni	l)i

I3cloie	 I'ii,bis	ill	iii
I )i	 I .,ist Year	I

Year-

(2)	(3)	(4)	i IS)	(6;	(7)	(8)	(9)

Rcu	35	9	t I	
rO--
 25.7	54.3	S3.43	741 $

H	7	4	21	17	21	905

S
'	14	9	 14 	11	64.3	78.6	165.14	363,0

U	 A.	NA.

7__i 
4036	i.-f/I	.1

Notcs	.	1. lor RCIC and lSI/(' last year rclrs to 84.'$2. lot F3511(	io\cvcr. 1hn refers
In SLi'8 1

2. in this case last year tclrs to 198(1'S) Ow K('l( & 135ll(' & 1981/82 1kw

3. l'hc BJ'v1(' and 13'1MC units ShOw!] arc those, which have been distnvcsted

prevtouslv.i\nd to in) J)cjoljI-I to the package of' the reeetitl) deiiatiniiahied

nit I Is.

Source :	Sector orporal ions.(Qouted by Snbhan,R

In this stage of' assessment Item it can he tiienliotied that the sit r\'ev cotid neled by ioa id of

Investmentt in the year 1991  as under:
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I 'P i'() l).'J'I: S'l'A'l't 5 OF PRIVATIZATION

(Privatized tinder Privatization Board. Authority & ( 'ommissioii.)
1993-96) 2 Phases:

Since (lie period of ' the Privatii.atiuii loard in1993, 12 l:nicrprises were pri vat iied tip to June,
1990.  Amon 12 knterpi-ises, 7 \\CFC privaliied thI'tiliLOl ouirilit Sitle iiid \ eve privatiicd
throLigl-i sale of shares. (Sources: Privatization Progress Report-2005
(1996-2001)

I )uring the period of 1996 to 2001, 28 enterprises were priNati/co.] ill di tThrent loniis Among

(Item lO were pri val tied as etiterprise (handed over), S have been privatized through handing

over to worlscrs/eniplovees and 10 were pri vaIl zed [brunch SC HIM , ot (ioveninient shares
(2001-2005)

l)iirnii the period uI 201)1 to 20n32 dlilerpilses were privatized under the Pri-atiiaiiun

(ninlisslon. Among these 19 were privattied as enterprise (handed over), 4 organizations were

privatized through off-Ioadiriiz ol shares and 9 enterprises were Ltnder process for handing over.
THE,F 1301 SURVEY OF PRIVA'I'I,'A: I) I:N'IERPRI SF5-I 991: Ihe primaly attempt to
genci-ate information through coiitacJ with tile disiiivested SOl';'s was carried (ntl in earl y 1991
b y the Board of lilvestment (lOI) at ilie recluest Of the Lxeeutive ('oiniiijttce of the National
FICO310,1 11C Council (NCN liC) during the tenure of mien iii period .'I'his was in deed the \'ery irst

e er atteiiipt by (he O(13 to eontaei the privtitizcd eillcrprisc. The 1301 field exercise was based

oil it i'ouih and ieadv and hcncc rallier superficial survey, because ni the hunted flute available
0! the 1301. The 13()I report subnit ited to IiCNFC in March 1991 indicated that out 

01' 290
enterprises for which information had been collccted. onl y 47% remained in operation and 75
or 52% had clod (lois U. Of those closed, hail' had ceased to flinetloll as nidusiries and \ crc
tisnin die pi'eiiises for alternative purpose.

Ii as expected that more ni-depOt work would be initiated 1w the incominn (iOU, elected to

o!hee ni l'ebrLiary 1991 or that the World Batik would initiated an in-depth review of the out

conic of prtati/.ation. Rut no such work was tortheonting during the entire tenure ll'oni 1991 -

1990. whilst the 13()1 survey provided for Il'oni cinietusi y e evidence about the performance of
the privatized uiliis, file foci (hat around 50% of these units had closed dowii suggested that
the post Privat ization performance of this Lillits had not been a universal success. ] his pr ma

ihee CNALIC11CC did, therefore, suggest a need for more intensive investigation as to why so many

units were closed and how efficientl y those that remained in operation, were doing their lob,

'Ibis iilforntaion would have enabled the (iOU to calibrate n- ongomg pnivati alion policy , to
the experience on the ground registered over at least the last decade. Unfortunately the (1013
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i'eiiniiiied.	long with the World l3:uik, in thlf'erent to the bite of the privatn'ed units whilst

pC151niZ \Vlih its I) O IICY to accelerate the prlvutiiiitioii pro ess.

HIE, RIDS SI RVFY ON PRIVA'I'li,\lI() OUTCOMES-1997

lie new 60B as well as ilie Piivatiiatloll Board still reinauis iii deep Ignorance about the fate
of tile piivatiied mats who deimionsirate hide, if am transparency to either the (0l3, ilicir

bankers or rcscarclics on their post l)rI\ tiZat loll l)erfonllaflee. Visits to this eonipanies, rarely
yield any

Quantitative in formation. A recent si udy eoiun issioned by the i neumbcnt Minister of Finance,

has been earned out at the Bangladesh Institute of 1)evelopmcnc Studies(B1DS),under the

direction of 13i nayak Sen.'['his study, constrained again b y time, is far Irom insight lull into

hat is going on ni these privatized units, hut does provide some crude primar y information on

their current status Sen's study, based On the BIDS survcy, could only provide some first hand

inlormation 11) indicate whether units \verc operational or 1101 and could elicit sonic qualitative
ill urinal loll 5.

The BIDS survey covered 205 enterprises privatized horn 1979 onward. This excluded

around 30() units privalizeul prior to 1979 and listed in the 1301 surve ys. 01" the 205 units

surveyed by RIDS, only II 2(54.6/) were found operational, 83(40.0 1 V0) were closed and
10(4.9'Y,)) were proved to he non existent. the ("let that 54.6% oh' the units, as oh A prit 1997, 

were operational compared to 47% which were found operational in March 1991 in the 1301

survey, may perhaps reflect the foci that the 1311)S survey restricted itself' to units privati ed

Since 1979  since the smaller older Units may he expected to have a higher casualty rate.

I however, both surveys indicate that around lialF of the disinvested units indeed closed

down. It is to be noted from the RIDS survey that of these Uilits ill operation some had

ieiitaiited closed for around ol the lime as belween their prvalltalion and the dale of

the 1311)5 SLirvey. Of' those units thaI were currentl y closed, at the time of the 1311)5 survey,

they had since divesture renia ned closed lo47.5% of the tinic.3 I of these units IKId

closed down in the last four years. It would appear that such privatized enterprises step in

and out of operation as their eircunisianees change so that eoiltininty of uperatiiiis of' such
uluis, iiicluiding those ill opelmit 11111 today, shi iii Id not he takem. hr griinied

4.10 (i)N('l,t"l'ION:

I edil/aHon plo res report on october70 2005 nani ss aboni 72 ormanm yaum()ns ia\ e been

r atized or going to be privatized in di ( lerent form. But this perlormalice is not satisfactory

W H vat i /at ion Progress report 2005 ),I3ecausc pr vatization is I muted to small area in our large

public Sector. 13y means of privat ization national economy would not be in 0 ucnced at a large
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c.ilc 1'11viItOiiL)i1	iOLicsS FC)(IIt 2001 inciitioiied that hoiti	002-03 to	009/2000 iii cinhi

iiiiaiicial year. 40 enterprises of ' 7 sectors had incitned a loss amounted 'Ik 6,723.40 crore.

liiiladcsh Railway . I	I. postal dcparnicii. nationalized Fanks. Insurance and other

iniaticial ii tiliuious are out of ti;accoiint. Iii	000'200() financial year the net loss of

mentioned oruanizalioti of 7 sectors was 1k. 2197.26 croic. It rose in 2000/200 , on	k.
33 10.60. In the financial year 2000-2001. the petroleum c flratloti of CO11IUL'FCC sector

illeuiTed highest atitoutit of loss whtichi was 11. 1046.	ernie. the loss of out iitilit sector was

aflioutit of 1k. 024.09 eiore. B.P.D.k has incurred 1k. 72974 crore and Industrial sector 11.

525.3S ct-ore. The proiress report of 2001 also mentioned the privatizatton work is lititited to

corporations of ' Industrial sectors mainly. In 2000-01 Privatization activities were limited to

corporations of' ministry of Itidustry which are pointed as below

a) 13:l.M( -

b) I3SF('

c) IllC

11)	I('I('

L')	I.IlC

In this concert] (nher iii intutt sectors ne to he pIi\ali/e(h irociulvejucli inns include

telephonic, Railwa y , Bi ma ii, Transport & Corn mu nicat i on, Commerce, Cons( rtict ion and
service oriented orgaiiii.ations. Aiiiong several public oruaruitations these Sectors arc incurring
urge ainnuiut of losses III every financial year. J)ue to some reasons privatization cOuuinflssioii

cannot privatize the important public organizations which are earning maximum financial

losses. 'I'luesc arc:

I) Bureauci'atic C0iii l)lCxit'/Adlfl j li j S(1'at j Ve Lengthiness

2) Restrain from interested g i'o U

3) Long term credit

4) Few numbers of entrepreneur

5) Problem in making i nven toi'

6) Dela yed paYincillbY t lie pu rclnicr

7) Judicial complexity

8) Lack of integrated performance Jo,'	f i/.ation.

At this stage, we have to realize about the problems and outcome of' pri vati vat ion in Ianrladesli.

It is needed to nnplenicnt integrated initiatives I'm, privati/ing the concerned public

scctors/otgant-,'.atioils which are still at the stage of loss heating i list ]lilt ions. This is because:

private sectors should be gear-up Our playing significant ole Ili productive and commercial
activities of the state.
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('APTFR-S

Rationale of* Partial Privatization Programme

5.1) lIlfro(lIlc1i0lI

This study Mills to find out the elieitveness of partial f)rivatt/auon as a strategic technique in

langIadcsh. We have started privatti.ation Progi'amiue in 1970 at Inst. tins long history of

privatization could not liii fill the expectation of' the people of Rangiadesh accordinIv. Recause

l'rivaiiyatom Pi'uerainiue is hiiiiied io a few nunther of enterprises under niinisti-v of' Industry
iiiii III iy. Instead of dccreasiii gradual loss the public sector orgaili/ations still have been

incurring financial loss with nicreasinL ratio. PLihhe Of' pri 'atc no seelot's pCI-J"61-111ing Well in
order to achieve sufficient standard to mitigate the challenges ar sed by ciobat /Otion and tee

market economy. In this coillexi, government thought O f partial pri vatFation Prograintitc as a
strategic step. This Programme is a new vCotiire Which is thought 10 he cfftctive & applicable III
sick SOF's. 'fIns Pt'ogranimc is seemed to able redticiti g titiancial losses Of public enterprises.

Partial Pri valuation Programme refers to no transfer of propel-t and it does lint require huge
an uonnl O f i ilvestmcnt. t3ecause under Ihis system, govern men  property remains to the

government and the week or important part of the organi/atiot) transft'rrcd to the private

entrepreneur or operator to handle in order to establish positive and effective operational

staiidard. Our public enterprises have been su Thring li'oni misinanagemilenl ( ' orrupt ton.
nepolisni and below standard of' operation \vltmch arc Itable for tituancjal toss and below standard

of' service. Partial Prtvatt,atiouj Prograintne creates liabililv In private operatot .'l'lierebn'e holli
paient :itid private operator share the liabihiltes of' the organuation, 'l'lus Prograntiite is a unique

1; Ys tcIII which provides huge amount of' revenue that reduces financial losses of' puhlic

enterprises. On the oilier hand. privaue operaior is able to provide eflicieni service which is the
(leinand of ' glofiahi,ai i o i m and free uioirket economy. In the il i t c r ilational sphere business
environment has dramnattcal ly changed. Raiu2lade.5)i has an impact on the context of global and

regional econoniv. We have to gear up pri \'ate scetot' ledgrowth. Partial Prt valt'atioti

Programme is a very suitable Progi'aninie at our present economic condition. As a consequence

13:nirtladesh Govei-iinuent has taken this Programme and impleineiited in various sectors with
united ranne. Patatan Motel, Desco in P. F).R. 1311 collection oi'[itas (his.electrtciiy bill. Some

services of Railway are mentionable Parital Privati'iation Programme of' Bangladesh

Po\ci'imcni. (( 'lniudhitmry & Osman 1409)
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12Iiui51 I'ii(iii(ioii P14rauuhIic using in \ri4,IIs organizations: Iii ftIlI;IdLh
11j11\	I1I/l>to;t	tIM(ICI \whnIs	nil]	ii	.'tic usil>	!'.l'I > (Iii'iiiI I l

l l\ttl/:itIo!1 l•IH'li7HhIlcJ.

SI)II)c ol tltc r]1Ll]Ilon;Il)le cNtl	a

Table	13. PiitiI Iii'i1 i/al ion Piogranime using b y tile Public Sector

Organizations in Raiigladcsli:

raiiie - of (lie	 Programme Iuictjiij ug

NHnWry

l'diicatioii	\nting. lunlnie & M:iiketing ni text bunks in SS( & uSC Ieet.	 -
pIIIli;:I	Is_I

Nih icIIit(IIl iiisn In	\niIiiIily tIi IinneiIy,.I,aiini cigd	lIspeellull Ill scum>

lb-
aiim> coIlenes tie It I I C t oI imnetmialmimit I	Mtrfl
* 1 1 glicietimeitimim s : sie1m lies hecri fl 1\ 111110i umniem thC guidanc	 mC ni	cci ient
Mull - 1 9c " lul l I eun: act ms! \erani Bank

ltmpaIIaiikunjei 111'OCC.Ss mgQmmh UML .lanaI;m 13,mk, Aunimim llIIk(Ii'imseml)	 JandT 'leeli mliv siimpIy I t I l l	Iitcr & 0111CLA1011

lIlt>	lelism'i	& m'miIIemii I! )11:1'm. 1 ( ' Its I
tici	ilci :It lil :11111 11 1: it	>S() Ni W>

Finance

11>1 llLIlI

-

rcsourccs
-	

j	 ------------------ -

I UlCSi

Civil	Aviation4I lmmtcraipmiiat	opulalloll arc parlimmll prisaui/cil
2) ( mninerct ipererin ri lmaIJzrtan nimitels

IOIIflISm
.1>> 'imlilld I )peauimsn en Shalt Amrinai limlei'nmitnmnimal Airpirt ha gisen iii ilium \Ism'ass

Parlud 	 - --

N1inisiry	 I Inmate mnpelatme ;iknti ml pmnsial service

2) NI cibi Ic pl1mmlle servicePostal	&
I arid phriiiicserv ice

'I cIecoini lit Ill luau

N'Iinisti	I	311 uls(mg(l 1cm l.mrI'I o'	rismiR	mr h' ('mmiilll4-t'jmil 1pm', Iii.
iekciiiig mint	;lil	sinLs	ml' mnlicicil'of	 rum lies Seen inritil/el

• Sinrrr Station " handed muer [ 0 prIvate operator dr cleaning arid !)Call lean p1 niglairrirre('olnmunlc1tuor1	I'IiiI cimllec(Innn miT Iirglrssav itrilges

Hall Kan'rrril' Ilairpara I lrghwiiy ms ci Iii pirvate operator Imir lilunanernenu

shippini.	-

58

Dhaka University Institutional Repository



5 .3I . ationaI of Partial I > i - ivatiinuhoii Ir	riiiinc in IingIiIe,h J-aiIsav:
I	C t g 1(11111(1:

In unit )t)s liii IICCIIIiIS 30 iliejil I i(lcl. icel loci als, renowned LCOiiL)iilisi and iii:iIvi had
nice liii 5C\ eral scnu liars, syrtipilsitilu to rci)ver the lteritae or I iii I i'Iadcsli R;iilw:iy Which has
all eid y been lost. ,\siaii develpriteiti Hmik sunnesteil to Rat wa y at UMI 11111V to take 01c

Railway Recovery I'n)grailIIlIe 'Ihis P i - oiJamilic taken b y the ( ovcrriineiit for Railway

department is thought to be key strategy to upgrade the financial position and Service standard

or Bangladesh Railway. 'this Recovery Progranmie was divided into five categories. Partial
Pi ivaiitaUoi i is one of them. ""'is Proiranitnc seeiiìs to he effectual becaLisc of its continuation

since 1997 ill laiigladcsfi Railway. [Ins study aims to conlipreheitsive analysis of Partial
Piivatizatioii Protraninie of' Rancladesh Railway.

5.3.1. Bangladesh Railwa y and its Scena rio: i3aiigladcsh Railway is one of the i nust suitable
means ' of transport for moving large volumes Over long distccs, and are pariietilarlv suitable

11w lransportnig goods to or Ironi landlocked cities i ll the country	RuRvay can indeed

constitute the backbone of inter modal transport and the logistics clint ii. More than an
instnimcnt O r economic development , the railway is a "link", a "Connection" between tine

(hillereilt cities it crosses, thins it promotes nitittial understanding and the illising o[cuhturcs and

cooperation. '[he railway is also an i iistrumcnl for territorial development. Ry comparison with

air transport, the railway is the most reliable fbi-rn of transport. It is economical in energy and

produces little pollution. These advantages make the railway the preferred method or transport

I-()'- the integration  and the economic and social de vclopmctit of' Bangladesh.
un g ladcshi Railwa y, covering a length of 255 route kihoitictcrs lmnmgcd by31 I S regnlai

stnfi is Goveritriiciit -owned and (iovcrinncilt ritanaged tnanlspo ytatiuti agency of the country.
I	gladesh Railway has started itsoperaan	

tion by Construction of 53. 1 I Km. of hroad (lange tin

2005).	

e
beteci) I)aisana and Jagati of Kulitsia district by lastcrn Uengal	aRailwy . ( Annual report

5.3.2. The network of RR at present; Nan g ladcsht Railway has a total of 2.55 roate

ki loincters of MG, track only and West Lone has 553 route kilometers of MCI (O route

kilometers of' 13C1 and 35 route kilometers of l)(l track. [he total lcilr9li of' runiiing track

ttteluding track on double line, itt the yards and sidings is 4,443 kilometers, (Annual report
2005.)
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:::,'	1	-:
19')7-91)	1.279M	533.03	1.532.	-	90I.3o	901 3

1995-99	1.279.0	533.03	i.s32.	-	10 1"	'101 39

	

I 7/91	733 0 1	I 53.' I	-	li

2001,-ui	27(;,	533 03	15).) 1

'1)111 II'	0)1 5	III).)	I 5.i S	 '	 'Ill '

2)512-,).)	1 .101 5	513 13	I s.o.s	.	 (so

71H) 'I TI 27o —7 - 3iu3	lSi	oo 22	((02'

5.3.3 Number OF Station., Llaiiidadcsli Ra way had a total of 459 stat ions at [lie end ot tile
Year 2006-2007 These include one block hut, tluriecn train halts and four goods booking points.
5.3.4	 Traffic : RM10l ildcsh Railway is (lie principal mode 01 transportation inn

f-I

In- ( 1 Irrltl'y. ss nih (Inc devclopnicni )f road transport lllcilitics there has been a shill in the
(tend of' passengertral'Oc with short distance passengers prc1i-ring road transport, because

ol lien Irequent and point to point serviccs. During 2003-2004, about 43 million passengers

ii
crc transported by l3angladesh Raniwa against about 39 million during 2002-2003 In

order to tender better services to the passen gers, Iangladesli Railway introduced I ntcr'city
Train services in 1985.  At present there are 54 Nos. of intercity Tn -a ins ru nni rig A round
39 1 VO of the total passengers of I3angladcsh Railway are being can-icd by the tnitercily trains
vlincli conntrrlitntc appi	in1raIcSS% of ilic to{;il c;n-,iim'	( passeriter Ir'aiflc.(Aiiruiil 'cpor - I

21)04), I Iowevcr detail nicome of passe ers and height arc Slow" in '('able No. 15
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L' n He	Revi1111 C 	Reveit tie	I'tecinic 1 Rcvt'iitii	Riveiiu

tin

i lt\aiict	l;icttitcr	lteiir'er	i'citlti	(	aka)	Kihriicti'e

	

iiiii&l	 Kilt	I (till n"	 ( I	it	l iii)

	

1lnusiii(l	 ( I tisha )	carried

'laka	 (l'hoLls'and

laka)

'i'car:J uly-J unc-2004

lable :IS Showing the earnings Irom )r Jhisscnger and per ton.(BR)

1969-70.17.1 I	1.38	3.04	10.3S.31	33.54	12.7

1995-06	86.12.25	26.33	25.35	110.44. 10	433.01	140.5

1996-97 - 100 6 14	20.77	[2629-	101	6	1 74	l2 6

1997-98	]12.040$	 28.6l	ll8.032	388.69	nsTj

IU0	13 1.28.84	21	61	134.0-'.50	394.00	142.4

1999-00	145.82.23	37.74	35.79	118.35.30	409.69	147.0

2000-01	156.57	7.99.16	3	35.93	1-30.72 77	377.28	13$.!

2001-02	158.91.63	4 1. 05
	

145.0162	397.92	147.5	-

2002-03	16!. 10.62	41.14	38.54
	

44.3246	393.68	14ft2

	

.89	38.20

Sourcc: .\nnua? report 1a11izladesh Rat way-2004

5.3.5 Freight i'ra File Ihe railway has been htciia tough competition with other modes of,

transport In- the high rated tralic, which pay more revenue. On the other hand, the railway is

called upon to carry traditional low rated essentials As a national carrier, BR has obligation
to earn' es.se UI ial commodities like 100(1 grains. fetI ili/,er, j(ite, cenietit, coal, iron and steel,

Sloth & boulders, petroleum products, salt, sugar etc. to the remote corners of the country
'it  a cheaper I'ate. The heightIra ilk: dun on 2003-2004 was 3.473 thousand Metric 'Ions

an:t;tist 3,66o 'lliuusund Metric Ions durino 2002-2003
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5.3.6 ()l)ial Problems: B:irladcsh Railway has been sutiering horn various

operitioiial bottlenecks. [lie Railwa y SvStCIII comprises two gauges. Broad and Mcmcr liich

miivolves iransshipinents of traltmc at the bmeak of giiii C points. Siiiiilarl y transshiprnents arc also

involved at n yc rain points. The railway Ink over the .lamnnm i a Multipurpose Bridge connecting

ihe Fast and \VCSt /A)i]CS through the construction of 99 kill new dual gauge line and

rcliahilmijiii and Conversion of 245 kin Broad Gauge line horn .laniioml to Parhatipur io Dual

( aiige. Further improvement has beemi achieved after completing of 111c lot lowi rig work. vi ,.9

(a) railway link between western side of Jainuna Bridge to l3ogra. (b) railway link bciween

eastern side ol Jamtina Bridge to 'l'arakandi, and (C) conversion of MG track to DG Track 110111

Joydehpur to Dhaka.

5.3.7 Social Cost & Compensation
BR is one of the largest Govt. cntei-prises m the countr y , playing a vital role in thesocio-

economic development & uidtistnma[i,ation of the countr y . BR is expected to serve both as a

eoinniercial enterprise and as a public utility service. As a commercial enterprise BR has an

obligation to generate sufficient revenue to meet its cost and s a public utility service it has a

special responsibility it) provide transport facilities to large niimiiher of passengers iiid

illoveillcnt of essential coi munodi ties for mass consumption. BR is also rc(Iti i red to provide

transport facilities iii Cflicrgcnl situations like flood, c yclone. I )raught etc. In addition, the

Railway has to contribute some costs in the matter of education and medical care of' rai way

employees and their wards. deplo yment f police forces in railway premises etc. In di,charging
iil tliesesoe al obligaiioos. BR has to hear ceriain cost burdens namel y 'Social ('ot', Sonic
important Items  of social cost are noted below.

a carrying essential COIlUflo(l j t j cs and rendering transport  lacilit ics to
Passengers

U At lower prices I ha]) cost of' services.

El ()pci-aIjoi of 1111-ceolloIllic l)raticll hues

a ('arr'ving I(chicf \l aterials at confessional rates

a.	('a,-u-yjuu'. nhililar'\ traffic at less than normal tariff.

Compensation for Social C ost : HR is compensated under Public Service (Thl igum ion (P50)"

system fhr operating specific services which arc not commercially viable hut socially necessary.

concept has been accepted by the Govt. \vllieli are being reflected in the Revenue l3udget

vp-

62

Dhaka University Institutional Repository



')93-')4 This replaced the o I) I,'ii-ended subsidy and	has heeti able to cover 1k

'per ii ii

5.3.8 Financial Information's Of Ba ugladesh Railway during the year 2003-

2004:

lie total operating revenue viiliont Col I'l l dCl_l 11,1. the died of' Public Service Obli gation (P50)
and Wet fare (Want of , Bangladesh Railway bar the yuar 2003-2004 amounted to [k. 3.941 .712

million After meettnt the total opera1inL expenses of Tk. 6394.06 ilitlliori the net Operation

income for the year cattie to (-) '1k .2.452.34 million.

Ott the other hand, (ioveriimeimf paid an attioutit olik. 80,00 inthitoti and [k. 7-1.0S tuition as

PS() compensation and Wet fore Giant respectively. As a result, the total operatttmL revenue duly

considering the ef'foct Of P50 and Wet fire Grant bar the year 2003-2004 amounted to '1k.
4975.79 million, So, alle y iiieeiin p the total operating expenses olIk. 6.39406 mullion, the net

opdratmtmn imeonte for the year came to (-) 1k. 1,41 8.27 million.

The Interest and installments on fbremnn loans taken on replacement account amounted to Tk.

227.8 million and 1k 2.38.0 million respectively. During 2003-2004 avet'ae revenue per

passenger as Well as revenue pet' passennet--ki lometer decreased as compared to those of' 2002-

2003. Revetiiie per passetier deceased front '11. 4 I , 14 11) 'l'k. 39.89 i. e. b y 104% atid revetume

per passeiuter kilometer deceased ti'otii 38.54 '1k to 38.20 'l'k i. e. 0.88%. Average l)istauec

traveled by passenger I'roni 102,8 kilometers in 2002-2003 to 100.0 ki loineters ill 2003-2004.1n

goods truffle "'ere was decrease itt revenue per tone and decrease in revenue per tonne
ki lolnetre, Average revenue per tonne decreased by 2.00% from '1k .393.68 in 2002-2003 to 1k.

385.79 ub 2003-2004 and revenue per totumme-ktlotiieire decreased by .096 % I. e. f'rom 140.2

Tk in 2002-2003 to 144.8 '1k in 2003-2004,'fte average haul of freight Ira [tic decreased f'rotii

259.7 kilometers in 2002-2003 to 257.9 kilometers in 2003-2004,

'the total operattng revenue without cotisidering P50 and welfltre grant bar tIme year 2003-2004

amounted to 'I'k. 3,941 .72 million as compared to 'ft. 4200.98 i ijilljo ll in 2002-2003
representing a decrease of ' 6,17% Passenger earnings in 2003-2004 amounted to [k. 1.732,44

million sliowttig an increase of' 7.53 'S as compared to the eai'nitii of ' 20112-2003 amnomititing to
'l'k. 1,61 1.00 m i ll i on . Oilier eoachiti (l'arcel and l.uggage) earnings in 2003-2004 i'epresentttin
an increase of' Tk.4.09 1 YO. Misecllaiieous earnings also showed a decrease of ' 26.8% from 'l'k,
1040.17 million ni 2002-2003 to 1k .761 .38 million in 2003-2004.

I he total operating expenses br the year 2003-2004 atliountnug to '11.0394,96 tnt II iou, cxli hi is

an increase of' 5.95% as cotupat'cd to the vot'ktng expenses Of 2002-2003 anioutit tng to 'IL,
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5.867. 13 million. The operating ratio increased over the previous year from 139.7 in 2002-2003

to I )2.2 in 2003-2004 without COIISidCling the effect ol' PSO and Welfare Grant. The Operation

Rati becomes 128,5% in the year 2003-2004 Ii he clRct PS() and Wel late ( irant is considere.!.

I )itri ng the year 2003-2004. net oI1Cl_,1til1g i ncoiiie ol l3aitg!adesh Railway anmitti ted to a de lie

IL. 245.23.

lio

Table: 16, (Year .July-J une) Revenue income of Bangladesh Railway

since 196 9 to 2004:

Year	Total operating	Total operating	Net operating

revenue	expenses(tk.cror)	lncome(tk,crorc)

	

1969-70	30.30	 25.27	 ()	5.03

	

095-96	284.09	 .11)1 .58	 (-)	117,4)

	

1996-97	330.64	 414.17	 (-)	83.52

	

1997-98	350.91	 433.36	 (-)	82.45

	1998-99	374.27	 461.15	 (-)	86.88

	

1999-00	34 1.40	 469,86	 (-)	I 28.36

	

2000-0 1	3(,6.3)	 523.87 	 157.48

	

2001-02	388.40	 535.48	 (-)	147.08

	

2002-03	420.10	 586,71	 (-)	166.61

	

2003-04	394.20	 639.41	 (-)	245.23

	

2004-05	445.62	 695.09	 (-)	 1 93.79	-

	

2005-06	448.87	 960.17	 (-)	511.3

."ource: iiangtaucsn Kai Rviiy-iV1 in istry ot Lommunical,oi1.( - = prol it.- = loss
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Series -1, ( ui''e line Showing the financial loss of BR

53.9 Issues related with financial loss of Bangladesh Railwa'

Aecordiiii to Imancial SUinfliary of' H. R last profited ill 1970.  A f'tcr 1970 I angIadcsh Railway
gradually became loosing concern. From 1995-2004 each and every year Railway incurred loss.

There are sonic reasons which are related with financial loss 01'13.R. 'l'hcsc are as follows:

1. lraiisport policy. dunii the post- ndcpendcnt period was not tvorahic

For rail way development.

2. Lack of appi'opnatc technological upgrading and modernization of B.R.

3. Misallocation of' resuui'ces to both fixed and rolling stock.

4. Lack of' Investment ill 	areas such as passengers coaches, li'eii.ht
services etc.

5. Iiivcstnicnts in engines and clectrilication of' lnics were not made priperlv.
6. Poor maintenance of the Railwa ys with minimum allocation of find,

7. Funclional oruanizational structure and operational system.

. Delay and low quality of' scrvice(in 1990/91 it took oil 	between I 3
to? S days to complete a \vagoil Journe y of' about -260 km.)

9. \Vmdc spread corruption.
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Rcciiev feil<at'.e and iickci lcss travel.

AL	 I I. I )'cist 1(t! 1)01ev ' 111d ilt\ciii)ent coitsilci'cd wit Ii poli ca I	iioiitv

rather ihait ccoiioiiiic \ LII)) I Ii .( Lif) ficv Iml ILirCiIiCi it, di\	ioii of I . k

11)10 I Wli sepaidle /ones)

12. 1 )1-,111 I ' l I I C  developnieiit of road 1-i I 	11011 \CI1ICLs.

5.3. 1 () Conclusion:

nlgIadesll Rat Iway Is considei'ed as oiie ol tue most suitable IIICaI1S of lraiispor 101' itioviiig

large VOlUfl)is over long distance and are pa licufatly suitable for transportin g goods around the

country . Railway caii indeed c istilute the backbone OF intei-iial transport and the logistics

Chain. The Railway is the Illost reliable form of transport. It is econoniieal iii energy and

produces little R011 Ut ion. '!'licsc ad val'italLes hake the railwa y the prefened node of transport fir

the integration and the CCoiloOuC and social development I) I ' Hangladesli. I la y ing these

opportunities l3anglades1I Railway beC01h1C5 one o l the biggest loositig COflCCFOS aiiion SON'S.

crviee standard and facilities have ah.o been decreased gradutillv.

As the best mode of transport once Ban g ladesh Railway was run profitably and it can once

an,ai ii run asae oinnieretal lv viable 01 aihi/atloil. According to analyst, pol leynhakeis, donor

ornani,.allons, Uangladcsli Railwa y can onl y survivc by achievtni coinniercial viability and this

could onl y be earned by a well planned refirm agenda (('Ph) 1994), which includes Li

gradation of services and modernization of Railwa y to make it a llrob table organization. In the

process of ' reform el'firt ftingladeshi Railwa y has taken decision. 'Association oF Privale

Sector' ni different activities which is par tal privatization strategy of laiteIadesli Railway. In

order to attain aloretiteittioned obleelives I3aiigladcsli Railway has introduced private

oI)cr1nor in its dii Icrent weak sectors since 1997.
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(]IM FE-b.

Partial Privatization Irogrannic in B. R.

6.1 Introduction:

Bangladesh Railway IS tile oldest institution ill the Coll Ill mill cal ioil sector which still can play

an important iole in aeceleratinc ilie pace ( i f trade and coinnierce along side carrying

1ssecrs, lni Bangladesh Railsvav IRIS been impute akntg oil the coiitmnucd Iinaiicial loss

amid shortage of stalls ill huge areas. As a gigalit mc public organization BR has bccii burdened

- with a loss of ' around '1k. 15000 crore accumulated during the last 33 years (Daily star 2004).

The amount of loss ni 2003-04 fiscal year is '1k, 2452341000/ Once BR was run profitably and

it can once ataiii run as a commerciall y viable entit y . BR can onl y survive by :ntatning

coniinereial viability and this could onl y be achieved by a well planned and well implemented

t'ctorm agenda (C'Pl ), 1994). Everybody has been thinking of' positive approach, up gradation

services and modem izatioii of' tat Iway to make it a profitable organization. In ot'der to attain

coninierci al viability of' I 3. It it appeared that the targets of I inan.2ial reorgani i.atioil should he set

0111 in definite phases:

a	Rc(uemg current level of subsidy (short lertlu objectives)

b) Achieving break even cost plus starter (mediuiii term objectives.)

C) Hill financial viabilit y i.e. gctiet'altng real profit and return Ott mnvestnieimt (long-

tertit ob)cct I yes).

Source ( C.P.l) Report-7, 1994)

In order to achieve a fbreniciii ioned ob1eet I yes, it is needed to gradual trans formation ol' 13. R into

a eomiiineretal ly oriented oi'gailizatiomt. [)Lie to that Bangladesh Railway has embarked upon a

comprehensive Railwa y Recovery Programme (IMP)  in order to ii nprove its I iniiici ii

performance through increase efficienc y and cost reduction. The key elements- of RRl' am'e-

<) Improving labour pmducti'it I)6lIIZII_ilY b y i'ednctng sLirpiuls employees:

> Reducing losses on passenger services by closing money losing services and sections:

0 Replaemn open ended subsidy with compensation under l'ublie Service Obligation	(PS())

svslen i:

lniprovnie opei'alioimtul cluicieiiey tlnmuueh (II)IIIIii/ili p, flic tue of assets;
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i\sknic the Railway tunic rcspoiisi e to market needs t!irounh ortaiiiiuttonai rehrnl

iitCOiJ)i)t'ttii1 structural chaitecs atid SOtiitd bristitess practices;

f:	Ixploiliti e titneixiall y surplus hind ;uiid other C );teutics of Railway.

6.2 Reform Process and Private Sector involvement
J he lIruitciplc.S ') f ' (ftc relorut) pcs	Mill In operate BR US a ninic coniillcreu;it viable

Hits would result iii a siistaiuuahle and lniauucuallv viable carrier and ensure less

goveninieni interference ill respect of organ uiatioiial and commercial decisions of 1W. This

\\ ould mean progressive ii dependence of BR from the Gutcmcn

In file I)IOCCSS of reform efforts, ior achievements are

>	Rcduetion of votklorce form	OOO to 38000(throuh voluiiiaiy separation (K,-' natural
at tnt ton ).

0

	

	Closure of a number of money losing branch lines . stations sheds, depots etc. and

Withdrawal of some lioll profitable passenger train services

0

	

	
Adoption of PSO principle or compensation by the (jovcrntnenl for running services

out social consideration, in place of open subsidy

Tariff fixation on commercial principle.

0	Association ol private sectors in different activities

(I )evelopnieumt Review Meetnig at Rail l3luub:un conference room on 29.0.04)

6.3 Area of Privatized Operation in BR:

HR sltnled pi ivate sector ntvolveiiient bar Coll ill 	operation and other activities rout

I 9&)7i\ in June 2004,( ommere j al Activities' of 30 Mat, Express & local trains and ()n
Board , services of 10 lntcrcutv trains were licensed out. These are as Follows:
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II I dhlc : 17, \. \ii,tv & I)ilc ul I.iceItsIiIg of I'iIvtfitd Ii;iiii in	!Ltii1.IatIe ..Ii R;iiIa

NunUer	- -	Lc(Rl1	 Date oil lccnIi1gI
3.4	 I)haka-Yhttagong	 -	I-I) 1-02
7/$ Dinaipur-Balaslughat	 21-10-02

	

LS

	 Noakliu-Chal-Dhaka	 10-1)5-03

 KIii1iapai Nawat)gol;	03-03-03

	

19/20	 Santahar-'hiiio)j()Ijj	 21-10-02

	

21/22	
—19-11-03—

	

23724	 KIltilti - Parhatipur	 13-i1 -03

	

r 25126	 KllulI-Goalai](hi Ghai	 07-oS-o3

	

/28	 Parbatipur-Chi lahati	 13-1 1-03

	

/32	 Rajshain- Parbatipur	 05-05-04
.................-----	 ------

	

33.36	 I )haka-Mynunsit gh	 29-0$-02

	

45/46	 I Noakhaij-Akhaura	 10-05-03—J	 -

	

4714$	 Myincnsn1i-flcwani1 Bazar	21-06-04

HI
	411/412	 lalmnrltp1j1,0-	 07-05-03

	

43 1/434	 Parkitipur-1 alinoiurliat	 I 05-05-04

L
'" Inonirhat-I3tirimar	- - - j-16-09-03

	

455/456	 11ion hat-Bun mar	 07-05-03

491/492

nic	\ILII	pI III'I.R j L 'I1 liiRa'-(5)4
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'I'aldc IS. On Board Services of I tic I rain ol Bangladesh Railway.

70li702	(Iii1twoitc-I )hika-( liitton	01-05-04

09/71 ()	I)liaka-Sylhct-1 )liaka	 UI -	-02

737/735	Dhaka-K ishoroiii -DIaIa	 18- 1 2-02

742/703	(hivann-l)iial<a-( 'hittagon	07-12-02

749/750	I )Iiaka-K Islo)rConj-1 )haka	 I 5-1 2-02

Source: Anual Repri Bangladesh I6ilwav-2(04

b)Conipu(crizcd ticketin g svsteni:
(oiiiputenzed Seat Reservation and Iieketni S ystem have been introduced since 1)eecmnber.

1994 on Built. Operate & Transfer (B()F) basis, a strateome attempt of Partial p ivatitatmon
Programme in Bangladesh Railway.

1 icketiiii system of' imglatlesli l<altw:i\ i pirilly privatited snice I 93 About 30

stations of' Rasterii i.uiies have been covei'ed under computer tedicketing. Intercity Irain

ticketing is almost operated by' Computerized ticket jug system. Priniarm ly this s ystem had some
pioblenis as (luclilli'. iiuni)erlcss ticket, etc. At present intercity passemieei's are "Clillig, tunjue
Sd \ icc, ftci C ale sonic problems consisit ng with the system. I )ue to that black market in' has

not conic under lull control. In this situation some extra nilbrniation may mel ude tn ticket, as

name, age, sex etc. After all it can be easily said that this computerized system ren(Ierine very

efficient service to the passengers. Gradually the area of ticketing (Computerized) may he

nicieased tImlouglioLit the country. Indian Railway is one of the hiigesi railways in the world and

their ticketing system hilly computerized and connected with internet.

Railway department may take lesson from Indian Railway to : tflprovC lurther development of

ticketing system of R.R. An interview was conducted wt di passengers, station iiiasters. railway

ohuicials, enrnieer and private operating (irIn in various railwa y stations and everybody potted
otii the positive sidc ol miiodem'n ticketnm svsteni. Due to this s ystem Passenners will be salishied
and henefted as eli. I ' ieket black niarketnmg is not widely possible in this s ystem. Under this
concern staffs of Railway can operate the systeni. it is a technological development of

Uanttladcshi Railway which has been kicilnatnie both the sectors and passengers at the same

time. Asall transaction is cotliputing with document under computerized systcmii, there is lio

possibility for financial mismanagement at a large scale. The nmai n features of this system arc:
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Reser\:ii It) ii and 1ieketiin svteni is I iioderii.

I)	l.'ii,'i' dii.'	cHill	letter service

e)	!'orv'ird t_'kettiig IS possible Ill this s ysteili.	i'roni Dhaka linrel1asiii	or

( 'mitt ia to ( liitta',oiw,)

dl Rlank seals can he litifilied by selling tickct. (During the train incoiiiing time.

eomputcr shows the blank seat of previous station which can be sold Ill due
I nile). it is (linie iiiipossihle in manual system.

e ) Passenger beconie aware of thc blank seats of , the train on monitor. So
operator ],as 110 Scope to conceal the real pietur , of seats.

l	I nor probabilit y of seat reseri.'at on can be reduced in this sysieni.

('omputertied seat reservation and 'lieketuig is a unique introduction of ' Rangiadesli Railway.

\Vititout LIS i I 12, modern technolo gy iio developmen t citi bC achieved. '( 011ipLileri ed scat
reservaiion and ticketin g ' is a modern technological mviii venicnt which is an achievement of

kin way. It is the symbol of' efficient service as well. It becomes possible in rail way with the

help of' private sector involvement. Day by day the area of ' this sector is Inereasnig rapidly.
C)! 'sing of fiber optic Telecom System of BR (A Partial Privatization Strategy of'

ftR ):Rati gladesh Railwa y has a strong and wide lange of Fiber Optic lelecoin system I'm

niternal coinulunicatioii. Rtit the large portion (Willis  system is tint under use rather I3atigladesh

Railway has been tisnig tills network partially atld rest of' the eapaeity b y agreeiiieilt handed over

(irailleen Phone 'or telecommuilucation service. Now ( irameen Phone has been usnu the

railway fibre optic system and broaden their network to the f 'urthest corner of the country. As a
tesnit people f 'runi botli urban and remote areas are getting nioderii tefeeoniiiiuiiieation .scr ice

i nipartial ly. This huge service leads (P to make the biggest subseribeis which is presently lime

than 14 millions. And BR consequently getting l'eVeflhie.

Private operators have also been associated ill the fields of' repair OF passciiger coaches,

cleaning of Locomotives & passenger carriages and conversion of' 11011-AC coaches iliti) /\('
coaches nit ROl' basis. (Annu a l report 2004)

R:nkvav includes private opet-ator under specific contract iveti by license. The eiimniereIll

opel at ion of liii l y triiuis has been pi vail/cd aeeordnig it) Railway Ill lurmatinti book 2004. I lere
we call show the terms & conditions of the contract i'cgardin g involvement of private operator
as the part of pai'tiaf privatization strategy. (Annual report 2004)
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6.4 Contact Nature of Commercial Operation of Partiall y Privatized train:
l'rivatc operator is introduced with HR to tpeialc We 'pcciñc sci'vicc under contract, lito

colitract nicludcs the ilia jot- and fiindaiiientul concerns of . bob IR and private operator. tinder

this contract HR and Private operator togcthcrly perlorin their duties respectively. Our next

discussion covers the maul aspect of contracts which has been bcint implemented

Hrahrnanbari a-Dliaka named Titas Commuter:

6.4.1 Area of license Operation: (Partial Privatization Programme in BR)

In this lohhowino Ltiidc to operatc the commercial operation olihe train has bCL'n discussed as

lessee will operate 'litas ( oinniutcr haiti tinder own supervision 1111 H. Harm

to Dhaka to H. Baria. Lessee Nvill collcct passenger lair.

n) lessee will receive a rack lioni Railway Department eonsistni (l 1(1 second class

passenger coach, one guard break, and one power car. Number of coaches and

categories may he increased hnt tot to be decrease

iii)
	

Total responsibility of the tram operation will be kept to Railway Authority. Drivers

and guards will do the job under direct control of' Railway Authority

IV) Iranis will run on specific little table. Hut the time table may be changed with the

consent of both parties (Railway & I .css(:e.)

V) I essec xvillWill pay the lair according to per coach of the train which will Count U-11)

vi) the train Will run 33/34 and 35/36 no. named litas (oniniuler.

vii) the traill amid cngnie maintenance will be perinmed by Railway.

( om-teerited Railway station masters will operate this train with other bails of

Railway.

5)	 1 lie stoppage of the trani is spcei lcd. These are

_J

Li \1airab Bazar

Li Methikanda

Li Narshingdi

]	'laiigi

U Biinan Rainjai-
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6.4.2 I)lilics aiRi puwcr ol Licellse lIOI(Icr (I'rivae ()peraor)
ALcordiiin to the contract the duties and power 01 the private operator ale

I) I lie rights ol' ttekei chcckn)u would he kept to license udder.
ii) l'iie train lair will he used UI) b y the Railway Authority.
Ili ) ihic License holder entitled to sell the ticket ol the specific train, which is given to huii
	

Y.
iv) [lie I ravel ol the pIssdiir'crs \Vt lh the aspect ol Railway rules vi ii be etiSureci by private

opcnttor. They are liable about tool, loot stand, baker, hianoule ourucy oh' the passcilgers.
specially lost ol goods.

Q I ,icense holder is bound to Pay tn p itluney accoi-djnu to cotidtt ton- Ihat is three Installments
20 

30ll & 0' date of the month, II' home holder becomes ii lute in pay wo nstal lll)eilts ut
Ater the date ol last pa yment the contract viJt be void.

vi) license holder ill pay the eq1iiva1eili money o0'45 days hnr	Perlorniance guarantee to
the Railway author ity which is rdtjndah1e

n) [.iCelI SC holder is liable about:

a)Pom-tton orstation fluildun' which is iveil to him for use

ll )([e:ttliiiu of' railway coaches specially toilet, floor, scat, door window
, internal X.

external	sides ol'coad[ies

viii) l'he gcnt]c behavior and manner with the passenger should be ensured by private Operator.
I.\) Alter the handing oVer or the train I()

	operator all security would he kept by license
holder until the return to the Railway Authority.
X) The responsibility br the lost 01' parts, or any loss

e
s , vvould be conipensated by private

operitor.

6.4.3 Duties and Powers of Railway A Ut Iiorjty.

Utider hits d0fllrct Railway authority has Sotiie certain chul ies & power to ilc'rlbnn vhtteli are to
he pointed as:

m) Ile tram 'viii run according It) railway tulle table.
o) I niludesh Railway \ ill Sli b l i lly specitic ililillber 01 coaches and engines.
ni) I he maintenance ot ' thie traiti will he iI)ai hauled by Railway.

iv) [lie Rai [way autliori ty is liable Or accident & Compensation

V) in l)htaka & 11 l3arta stahtoil. RatIva y authorit\' will issue hiness ccli heatc br operation oh
th	ii	lilt.

i) lJic Rail authority vill issue pass br artnyi 13I)R1Po1ice1 ('te /Pte, that vouhd Lle uscahie
inside this trains,
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vii) Train operation will he pertrmed according to Railway Act.

viii) incase of' Railway c L11 c l-gency,toolvan may he include with this train without pa y ing fair.

Railvav officials are also be perlflhtte(l to travel b y tool van.

0.4.4. An a lys is of Part Ia I l'riva iza io H 1"'91-111
   iii e in B. R

I angladeSh Railway is one ol' the biggest government organizations among the other

SOE's.Accordiflg to financial summary of BR it earned profit in the year 1969-70. But after that

railway couldnot continue earning profit till to date. This constant loss made BR as one of' the

biggest loosing concerns in Bangladesh. In this regard BR has taken 'Recovery Programme' to

reduce the lnancial loss and upgrade the service standard by introducing Partial privatization

strategy. Partial Privati/atiOIi includes a number of strategic policy which have been considered

very sensitive in BR, and commercial opematioll is one of' them. In this study we have chosen

commercial operation of' a sample train named 'Titas Commuter' to discuss elaborately its

contra Ct . area of operation, duties, responsibility and so on.

1) The private operator does not need to invest huge amount of money.

2) Ownership of the Government properties remains to the government. But it would

1w handed over to the private operator for rendering service.

3) Some respoflSiIHlI( ies are kept to the private operator which is not maintained by

Railway. Such as financial/commercial responsibility.

4) Private operator is operating the train under specific financial and other terms and

conditions.

5) Private operau'r is paying fair according to contract. Thus' there is no scope to show

any financial claim to reduce payment.

6) Service standard increases.

7) The possible time table is Main tflifle(I.

8) State property is being used safely.

9) Labour unrest does not take place.

10) Accidental ratio does not increase.

It) Operational problem has been reduced to a considerable stage.

12) Government earns comparatively more revenue than earlier stage.
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I Imll.1 I	Cl ciii RlIlcd	1 ciisii	it cwi Nc said Iluit	XII tiiI p11 cal val on PlonrallIllIc Ill

	

<dl \\ IV IlIdlIl	IIllLC Ic1 lllC

	a)	Sc,- icc 'tan4JaI-(i 11l, IIIcre.1sc(!.

	

h)
	

Step to CI)UJ)(tL' priatii.ation.

	

c)	I'inaiicjaj hISS is rc(ILICIU.
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('II.•l"F1R-7

I inj)a ci 01 Pa ilia I P ri a tiza lion Pro g ramme in

JiiigIadcsli RaiI'a.

7. I. Iii i'odticlioii,

Pin hal Prixatizatioii is a unique relbrin work which has create a new, cia and added a new phase

in Bangladesh Railway. The main objective of this programme is to reduce liiiauciaf loss with

elisuitog service standard of Bangladesh Railway. By this time it seems that the financial aspect
ot iliis pit)giu fill ie is very unicli positive. In this chapter we have a couipariitivc picture between
after and before partial privati/.aiiou of BR. 1 , 111-S anal ysis has been exanilned with paircd't' test

which Shows positive economic viability. Private entrepreneur is providing better services

wInch influence passenger to travel b y train and it has resulted taisitig the nuiiiher of the
passeiigcr.A stir cv has been eoiidueted atlioii	passetlgei-s workers. slali	:tuti private
eillreprcitcur about service cotiditioii OF ilic trains. En this chapter a statistical anal ysis, 7 -, lest
has been nliplcniented in oi-der to vertf the perfbriitatice of private ciltrepreiteur 'I 

'11C betiettis
and drawbacks of' partial privati,.atio ii programme have been mentioned in tiik chapter
also-Sonic of , the problems are identified in the study which are very nominal and possible to
solve gradual iy.l'hc ultimate goal of this chapter is 10 express all the impact or effect 01 part al
P ivat i/attotl programme in RantiadesIi Railway.

7.2 Nature of Partial Privatizaljon Programme in IR

Partial I'i t vat iJ.atiou Piograititne is a leclutique to u valve fl vale Upeiiitoi HI public
otgaiiizatioit ut-ot-der to enhance efficiency Our public organivations have been suffering 

11,0111

arious reasons which are liable fhr financial loss and other defaults . Partial Privatization is an
iiutiat i y e to i escuc theposmoll. We have ulany problems regarrh ng complete l° Vati/atioti
l'tL :Iii\ labour Lmneinphoii i eut is very iulijlorta ii t issue ii\otved with loll.pal-tiai

I'rivatu,iti ( ) lt is \ cry unique step in this coniexi. Recause total enterprise and labour s(rcngth
remain iiiichangecl in Partial Privatization. fit Bangladesh Rai lwav pr vale operator is
allowed to lout with bull management system. For example. private operator is engaged to

operate the train under the whole operation of' l3angiadesh Railway. I )rtvcr,( luard, Sigliall1lall

arc flout railway deparnient but ticket checker .supervisor, ticket seller, attendant are ftoni

private operator. I vcrybody perftrilis their duty respectively . Under Partial Pri vat i/at loll System
the assets are kept wider guverniflei control but it is utih/ed h y the private operator. i'arti;l
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i ion Prouratniiit'	it step o I ninft'r lie WC a k 1)U I'[ or p ui Hott o pn \:I I& tilt ri'prciit'i
Mit in' part til the eitter j irie can be iiiipruved.

lii railt.a y 11 it. t.'ttiniiiereial ttpei ill )oil it 111C train has been h it ided tiver to private oper;iioL 1 lie

ln.iie opei;iiiil s p;i\nn the 'tintcti nI iiinite', iii lien ol iisiiit the assets. The private
opei all IF is operartule trw us \\ III ] speci IC wi del tiles UI fl ihtiections i!lveli liv 111 C tai Iv;iv
I'.II I iii Pr) vat i/al lol I has established i Si Ii liner iII;iiiIiiei lo' tth eapiilii Ill  iii lii Iwa y Ii I vale
pelatol - is enJoyiiu freedom to operate \\ itltttiil polO ieah and bureaucrat Ic constratiits. Part ial

Pt ivati/ation Programme also provides the opportunity to share risk with parent organi/:t ion.

Ins is why, privaic oper:itoi' bectiiiies serious about financial operation of the pro'ramine.

7.1 !)cscrip (iou of the ficilities:

I3angladesh R:ulway engaged private operator in some of the weak parts or activities of railway

department in order to Improve per!brniance. Atler i mplementing this piograinine it scents that

this pi-ogi-amnte is runniiii salisIictoi-i Iv. Facilities and services. Ii nietable, ticket less
travellin g l j iianeial earnings, maintenance and eleaiiinn of , railwa y have been improved Ihiese
can be discussed by the fohlowmg way:

7.3.1 Services & Facilities Passengers of the partially privatized tram are enjoying standard
services and lit.i it es. Passengers can purchase tickets From separate booking counter without
hassle with other passengers of o thers liam. Attendants are . ; nieere about their duties ill every

compartment. Passengers may ask fir help From them. Sanitation Facilities are very 11 1 ce. Water
supply ni toilets are available, cleaners do clean the toilets everyday and use air tleshem er

Ii'equcntly. lan & Light is active in the compartment. Windows &shtittcrs are active to open and

close.

73.2. Time (able: l'hic time table Is iitaititanied by the private operator. Actually ttnietable

iilaiittcnance depends on railway authority. But the private operator ensures timetable
iliIliltantiiig will) coininnnieati ii g and pui-sniim iailt.vuv a1_111101_1( v. One of' the major factors 01'
goodihl is iiviniteilance of tunetable vinehi is a sensitive issue. In this area private operator is

mote efficient than the government managed railway.

7.3.3. 'l'icketkss (raveling: One of the nnportanl achievements of partially privatiied train

is reducing ticket less traveling, Aeeordnii' to D.C.() Bangladesh Rai lwa y(Dliaka) about 15%
MM ticket passengers are ti'avclingin passengers train under rat lvav operation But it is below

in pi-wale Operators train. Ticket checking system of partially pri vat led trains vci'y much

u and strict. Checkers work under separate supervision. '["flat indicates the accountability of

lie enipboyees of privatiied train is nhilic stud flati gtmveitnticiml controlled tram
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Governn-int train Rirtiafly privatized train

Fig: Number of the passengers of non ticket travelers in (0v'i and 1 1 .1' train

---.------.-.---	--..-	 -
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Table-P) . '\oii ticket puscriers

liaiii	 0/ ol I 11(111 ticket passengers

( ioveiiiiiiciit Ir;iin	 l{)'-

Source: I)( 0. Ii., lb ha I ian. Dhaka.a Li

7.3.4 Financial earnings:

luianeial loss of the govcinmcnt run train was the main Issue to involve private operator. i\her
liherat ott war Rat way could iioi enined profit in aily Oscal year. But ill partial p11 \-iti,atiou

siciii !uiaueial side is very locative. Private operator is payilig the iiitniuiii 01 10 days fair at a
tuite. ""'at means every It) days is an installment period for private operator. If the private

operator Iii Is to pay two installments then the contract will llo longer be continued. I lere we can

show the average daily uicome of 8 sample trains it, the government period amount
R. 13526/- and monthl y utcoitie is 11.405$040/- Nut the uiconie oh that trains in partial!

pi I valued period is respectively 'I k.26 I 623! :: and 'I .7$4 ()0(Souree:1)( O.Nangladcsh
Railway. I )liak-a.) According to Fconomic Surve y Report 2005 the revenue i ilcoune of
Naiinluleshi Railway has increased 6% due to iiuvolvenieut 0! private operator. So it can be said
undoubtedly that the hnaueiah Impact ol patlial privati/aton programme in Ranladeshi railway
Is posi i ive or economically viable.

7$
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7.3.5 \l:iiiilciijiicc	( 'leaning (\uii technical): Mainicnai'iee & ('leaiung work are dune by

pri ate ipei'iioi	liiv;iie oper:iitlr is very lunch serious about tliaiiltetiailee. Because without

p p- iiaiiitenaiiee the traiii will not i tiji siiiootlilv. Asir esuili lin;iiiei:il loss iiiav arise to

pi vale operator. Private 1)erutor is personally liable for sitiouth lunetioniiig of the train.

Because private operal 01' has to hear the risk of financial loss. In this context private operator is

sincere about proper iliiunlciianec 01 the uraiii which is given to him.

l'hc cicaninn task of the train also performed by the private operator. The passengers are highly

conscious about the h ycjenie envnxsiiuciit of the train, specially the toilet system. The private

operator concerns about cleaned & hygienic atmospliei'e of' the train. Aecordi ilg to passengers'

\'iev the i_'leaiiiiug uit.I iinuiiteiiaiice sl.iiirhul of the liii\'ilt(,' 0j)t_'i'it1lr IS tIilI(_liic'.

7.4. Benefits of Partial Privatization Programme in 13.R

Partial Privatization Programme has been introduced by Railway in 1997. Many ilelds of'

Railway are hei no operated by private enti'eprcilcurs. ( ouimcreiah operation, Onboard service,

Reservation and ticketing system, using of' fiber optic are mentionable fields of this Programme.

The main objective of this Programme is to earn profit and reduce loss. Thou gh there are

another objectives remaining with this Procj'atiiine. ('oniniercial operation of' the 30 trains are

operating by private operator. In this short period (97-2005) Partial privitti yattou Progranuiieiii

iii Railway is fiund very ettcttve. Sonic oh the inipoi'tant benefits oh Partial J'ri atl/:iiion

Programme in Railway have been pointed as:

I ) Partial Privatization Programme is easier tliaii pri vati /.at ion. Because the i nvol cement of

privalc Operator does not need inter ministerial involvement. It is not sale of' the state

property. Legal f'ormalities are easier than privatization.

2) 1 luge number of' cntreprenctn's are interested in this l'rogramiiie. Due to mini mum

investment. rtinntng project, involvement of SOB, ( overnn1ent support. niininiuni risk etc

are the maul eatises oh' interest of' this method.

3) No major investilient is required fir the Progi'amine. Oiilv a specific aillouiut has to be

aid to the parent organization for operating the property or f'aci lities tinder specified period.

4) Partial privati/ation Pro rinime is run under direct supervision of the Railwa y authorit.

This oppin'ttinity helps much more. All the operational fhcihity, logistic suppoi'i, accidental

risk bearing guarantee are kept to the i'ai way aLitliority.

71)
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i'artial iirivatitatitiii is a reltu'ili work wltieli requires no cuiilpii!sory reiirciiient	ml

-	 toiiisi	1111S promraiilme iimm retireittemit aiicl iIi1_'illl)iOyilleiii IS ileeessaly for thiS

;)roralliiime. Sonic imi the C111ploycCS are ciii;ige(I with operation of private operator.

0) Private operator has becoiiie success! U! to I iitprove Service.

7) Financial impact is very much positive. Railway is getting huge quantity ol' revenue.

8) No loss or damage Of-Slate property under tile pr vale operator's supervision.

) By means of ' partial privatiz.alion sonic loosing lines or services have been recovered. In

absence of this Programme railway may close that routes and services.

10) Partial Privatization Programnic is lielpRm I to coordinate or adjust the employees. Partial

Privatization creates some unemployment but the y can employ themselves ill the vacant or

short age post of rail way.

11) P.P.P is helpful to use modetut technology. B y means 01 1 > 1'. P Railwa y is using

computerized reservation and ii ehet I ng system.

I 2)Partial Privatization Progranlinc is helpful br niaxiuiizui utilization of' resources. Say

unused fiber given to (irameeul Phone.

7.5 Problems iIIvoIve(1 with partial I'rivat hal loll Programme

It is well known to all that each and every system has some problems with beneflts, Partial

Privatization Prngrainiiie is not out of this reality. According to journalists. pilsseilgers. analysts

and railway officers, stafti, private, entrepreneurs there are some problems Ili P.P.P. These are

gradually decreasing. A !iv numbers of problems caused by social and political culture (11 the

country. I lere are sonic of , the important problems:

I ) Contract duration is short. Better service and standard management require

su l'flcient ti inc to establish by private entrepreneur. One year is very shot perio(l. (Private

operator 2005)

2) license giving procedure is not totally lair because ol'polittcal pressure or uiterfcreiiee.

3)A ew nuntbei' o private euilrepi'coetirs have become biiIurc to operate the rain

successfully in early stage.

4 )Railway department does lot arrange good type cii coach. (Pri vale operator 2005i

5)Ramlway authority eouukluii auianug smiHrcieiiu illid extra coaches :. l	dcni;iiid ml

po 'ate operator.

(")Mamntenance works are not properly maintained by railwa y authority as per contract.

7)Commereial operation is not totall y given to irivate operator. SaV lu ggage hooking

perbornied by private operator but Purcell work is operated by Railway.

$0
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2754751.52

47/48 5698

2500))

14621)33/34,35/36

La ma ipu r Co nimu icr

Dewangang Express

Dhaka N.gang Express

C '] ' Itas	olilnuiler

826410

170940

75000))

438600

oiiic	i.tluiii,d iiiipoiianl	orL	aie	Wi	ii 0> 1)1'1 %';1[(:	cuiOil. I > rIvaic	>pI;ii>>l l
ilieielcd ik>>.	iiv ) llbllC e\;lililIi;1luii t>is\'.cr scripts earrvini	(I )( 'U 2005)

na) ru sVstclll	not

](
I

)	 11111C K km!". ii\	.	tin a lii Dhaka 1Ixcd 11111c Im the iracel is
illIllilles. \ here inad 111m . Iraceb iiecds 2 hiiinrs unIv. Railwa y nile shiitild be re(luced.

I ) P1 '11C operation Is )ri)tit oriented mainl y. because tlie' have no public service
obligation and they have to pa y duclv.

7.6 F'iiianciaj I > a1-nings: Finatiejal Earnings of R.R during the year 2005

Ial)Ic: 20 Financial carnings ni sample trains (luring the period ui Partially
privatized.

-	rile of lift l'aii' Year	Dath income	 1

in conic
2005	35100/	053000i

10900 ! 327000)).'

48/48

33. 34. 35, 36

Dewarigarig Express

Dhaka - Narayanganj

TI (as (olliinuicr

2005	34126/

2005	1 851)0!

2005	45200/

2005	TI-W-5

2006	28000i

211(15	77979/

1(123780/

555000/C

13561)00/

355500/ -

940000/-

233>)3701
-------------------------- ______J____Suie Divi.sio,i,it ( 'iilnhli(1IIiI 1)tiit-e 0.ul l)li:itsiii I	tlI,'i;l,liSII 	I)ii.ik:i

Table 21 Dail y >.S i\ioni hlv income of the train in govt period before p.p
N.

4 97 S70

 of train	Name iii tire train	

period	 Go\ I- perioff

I	iSvisu,iiai ( ' iniii>ciai ()iicr WitI iiiisI,,ii. II:ir>gl,t>Ju',h ll.>iway Kain;ilupiir i)h;,ka.
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1	2	3	4	5	6	7	8
Train Numbers

li:I)aiIy iiiconie 4)1 (0vc1 - IlIneiil Iraiji aini parlialJ' l)rivIlzed train ill the 'car 2005

7.7 Statistical Atialvsis iii relation with financial uariii ligs:

In this study the leasihi hty 01 the Partial Privatization Progranime has been anal yzed with
statistical method. lhc financial eariungs of Pie & Post Partial Privatization Period of

Bangladesh Railway (novei-nnieiit) is tested by Paired t' test. The detailed method has been
discussed below:

/ I	/1	0

<ii,

Here H,,	p - p	0 means there is to si gnificant diifrenee in the ( lz il iv nicoiiic of

passengers train belore and olen the partial privatizatiun.

I I. : p <p Means partial pri\atizalion results in an increase in daily income.

We can test this two variables by iisine 'l'aucd I test. Where

(I
/ .- -------- - t I	it distribution with ii	I di

SLI

S2

-'S
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p..-

'-I

I lere LI ,	/\ verauc dai lv i iicomc 01 ' passenger trains (sample ) hefoi'e the part al pl . i vat	Inn

period.

Average daily income of passeneci- trains a icr the partial privatization   penn

	

1'.iblc: 22 Daily iiicouiic ol (he	isse iicm -' s halit before and after Partial Privatization

of train	Name of' the train	1,I	 I ii = daily incote	i/	dail y income

of Govt period	01. I'. P. period
49/50	Balaka Express	 22943	 35100
11/12	Noakliali Express	 7375	 10900

	

Karnaphuh	 22943	 34126
17/18	 Kushiara	 9142	 18500
51/52	/itiiialpur ('oninmier	 27547	 45200
47/48	l)ewa!ieanu Express	 5698	 II SSO

I)hakaN.ganc Express	25000	 2000

	

33/34,35/30	Tails C011111111ter LII'TSuwce.	!) isioiiul ( uhtncuiuJ 0111cc iliiI 13h;ihan, I iigiudch RuiRuy Kama!;pu:. I

Table: 23 Calculation for the value oi test statistic:

dail y JiJi).	daily di =	x—y I	 d12
[',,I,coiiie	N 	income y'

22943	135100	 12l57-	147792649
7375	 10900	 3525	 12425625

22943	 34120	 11183	1	125059489
9142	 18500	 9358	 87572164
27547	 45200	 17653	 3 1628409
5098	 11850	 6152	 37847104

25000	 28000	 3000	 9000000
14620	 77979	 63359	 4014362881

=126387	/ =4745688321

	

Source• I t)ivsiii:i ( InmcrtiaI ()iI1c. ijiI flitS.	ii.I,i1c.h I	KiicriLipur. Dh.0
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(

474532 I (i 207)

	

Sd	39271 130()

Sd - 1)915.94

	

I cal	
--1 5798.37

19915.94,2.83

teal I - 2.20

t'i'oui t- table v, it  5% level of sn.itiIieani "e have I / tab I .- 1.90

Conclusion:

Since I i cal I :> I t 'lab I. H, is rejected at 5% lcvcl of significance. 1-Icre we conclude that

partial privati'/ation of' passenger train may inci'ease the daily income. 'l'liat is. the financial

earnings from partial privatized passenger train are probabl y higher than government period.

From above discussion and financial analysis it is proved that the income ol' the privatized train

is litglter than that of government period. l'he income of these sample trains is higher because

the number of the passengers is raised at present or privatized period. There are man y reasons

behind increasing passenger quantity. Mainly services and facilities of these trains have been

unproved. Passenger gets better services and other facilities in these trains. This is why a huge

number oF passengers arc choosing put vatized train to travel.

However, in this context, a survey has been conducted among passengers, railway stafTh and

officials, private operator to find out the actual performance standard of services and facilities of

pri'itied iraiii,. Ibis survey helps the study to test the perhiruiance by using 'y test. The

test also provides die posiiive result of services and hiei tities ol'ihms privatized tiant.
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7.8 Test of performance of partially privatized train with government train

There is no significant d i''crence between the cilicicncy of government and partial

privuiii.ed train.	 -

Paulal pi'ivalizcd ham is flU)Ie eflc(ive [luau govcrluIuent operated one.

ex	0.05

The cst statistic

02
X

En

\Vhee Oj i observed frequency ot' ith row &/ th column

I - I x1,eeted !rcqucTuCy All row & j th column

N

Observed li-cqucncics are given. lxpectcd frequencies can be calculated by the formula Elf

Ri x

N

= 1th Row total

c1 = h column total

'table mr calculatftn of lxpccte(t Irequency:- Fxpcctcd frequencies are shown in the

P Tent hesi S.

lal)k: 24 Table for calculation ol expected frequency:

S	0	R	I	S	J	Total

P
	(23.17)	(23.17)	(23.17)	(23.17)	(23.17)	(23.17)

27	30	18	22	24	18

(6.83)	(6.83)	(6.83)	(6.83)	(6.83)	(6,83)

N	3	0	12	8i	6	12	I	41

Total	30	3030	30	30	30	ISO

Wlier,	S service improvement.

0 = operational efficiency.

R = reduced non-tickets.

improved financial earnings.
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S - salety of state property.

J job security hampered.

anc..

P indicates positive answer

N indicates negative answer

Table: 25 'l'ablc for calculation for x

Obsere 'edJreueiiey £vpec(e1 Frequency

	

oy	 Ejj

	

27	 23.17	 31.46

	

30	 23.17	 38.87

	

18	 23.17	 13.98

	

22	 23.17	 20.89

	

24	 23.17	 24.86

	

IX	 23.17	 13.98

	

3	 6.83	 1.32

	

0	 6.83	 0

	

12	 6.83	 21,08

	

8	-	6.83	 9.37

	

6	 6.83	 5.27

	

12	 6.83	 21.08

i Oij2IEii =202.16

- N Ihilows x2 (chi
EJJ	

square) distribution with (r—l) (c—I) d,f(degrees of freedom)

d.t=(2-l)(6-I) = 1*5 = 5

so, x2 = (202.16— 180)

=22.16— X 2 with 5.d.f

Tabulated value of 2 with 5.d.f at 5% level of significance is 11.070 since tabulated value is

lc than calculated value. So the null hypothesis may he rejected.

l'hcrclre. Partial 1 jrivaO/.ation in Bangladesh Railway is more effective than Government

(Railway) period.

Cn
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Iii ih test sonic criterion have been identi lied U) 'cri ly the pciRriiiance which named

I ,S,i is sample. These represent the main latures of' partial privatization programme. An

intcr\ jew was conducted for it by using questionnaire. On the other hand the concerned persons

for the study also expressed their comment about the performance and management standard of

the study field. However, the outcome of the study about performance can be discussed by the

following way:

-,)service Standard: Service standard of BR a 11cr i Iwo! vemenl of private operator pri nun I

refers to facilities of the privatized train which arc improved according to 90% 0f the respondent

in the study. In this system passengers are getting better fitcilities and services. There is separate

ticket purchasing facility, fans and lights ,;.oilet facilities, better supervision are provided by the

private operator. But in government period the condition of these facilities were very poor. The

number of the passengers are increasing gradually due to improvement of services after private

sector involvement.

h)Operatioflal Efficiency: ()peralional cilieicncy is the important factor to the passenger. Now

days train service is ill coinpelilloll with road Ininspoit. In Bangladesh road transport is ver\

comfortable and unique. In this context train operation must be efficient and perRct. lime table

maintenance, accidental ratio, supervision, rapid clearance show, arc the main elements ol

Operational efficiency. The condition of the efficiency was below standard during government

operation. In this study 100% respondent tod infavour of Operational efficiency under private

management.

c) 1 icket kss travclling:Ticketless traveling is the main cause of financial loss of Bangladesh

Railway, lherc arc two types of train in ftR. Mail or intercity train& local or passenger train.

Ticket Less traveling ill the intercity train is very nominal but in passengers train it is very

high.13ccauce ticket checking, supervisions and other necessary arrangement are very poor in

government train. Railway officials who are engaged in ticket less traveling they have no

accountability. But in partially privatized train ticket checking, supervision arc very much

perfect and strict. Thus they are reducing ticket less traveling, and the ratio is very few now.

According to pri v a te opertor the number of nor ticket traveling is less than 5%.

(I) Financial earnings: Financial caviling is one of the major issues of linuncial loss and

involvement of private operator in Railway. Railway is a large public sector loosing concern

Railway earned profit in 1970 last. After 1970 railway couldn't earned profit. Now Bangladesh

Railway is a sick organization. Bangladesh Railway is a public organization which has been

hurdt:ned with a loss of around tk. 15000 crore accumulated during the last 33years.The amount
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(II Loss in 2005-06 fiscal year is tk.5 I 1.3 ciure. In 0I-dCr to OVCICOflIC this J)OSitiofl Railway took

Reform procSS One of the major parts of reform process is to involve private operator. Alter

involvement private operator the financial aspect is positive and satisfactory. The private

operator is paying fixed amount which k Car higher than what government income. Private

operator is also earning profit with ensuring better service. Day by day the area of partial

privatization in B.R is increasing. Here we can show the monthly income of sample trains of' this

stud y . during the period ol' government and partial privatization:

Fable-26: Monthly income of govt. train & partially privatized train

Name of the operator

Bangladesh Railway

Private Operator

Monthly income(TK)

405 8040(Jan .2006)

7849500( Dec-22006)

Year

2004

2005

Source: D C 0, Bangladesh Railway ,Dhaka.

In this system this income is not total cOcci of partial privatization. There arc other indirect

cl'lcls of this progrwnine which save financial loss of Bangladesh Railway, lot exaitiple aI)0L1I

28s1a11; are not engaged in train under partial privatization system. So Railway can save their

salaric,; and other benifits.According to Economic Survey Report 2004 revenue income of B.R

has increased 6% due to involvement of private operator. This study has conic to the point

finally that the economic aspect of this programme is positive according to data and other

evidence. Rut some of the respondent who arc engaged in Railway told the financial earnings of

this pr grainiiic is not good. But they become f'ai lure to show any evidence.

e) Job security: It is the most sensitive issue of' this programme Luckily this issue did not

raised due to some positive decision taken by Railway authority. The unemployed staffs and

workers are transferred to another vacant posts in Railway. On the other hand retired or sacked

officials are getting scope to involve themselves in partially privatized trains and other

operations. This programme did not liee any kbour unrest from Railway dept.

In this stud y performance is identified with six criteria. This study made a coil iprchcnsi ye

sc;ircli about these six elements, Interview. Personal observation. Questionnaire, Dafa collection

and oth . r necessary steps has been taken to find out the actual performance standard ol'partially

privatized trains. In this study it is found that the programme is effective and economically

viable. This programme is expanding day by day. Majority of the concerned persons in this

study a'zreed that performance of partially privauizcd trains has been improved.
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kulav within the area, which ensiued a planned management system. Private operator is

succeei1uii in effective tililiiation of' the assets of BR. Some 01 the assets were unused in

Railwa y , such U., fiber optic telecom s y iein. Partial lrivati,,aiioii l >rogramnic has established a

free niananeinent and operation system wiihoui an y political or bureaucratic complexity or

inlet fereiice. I etc everybody pertrnis then duties independentl y. 1 nder this s ysteni several
I ui eirc heini operated low iii Bai iladcli Rai a)' vliere previously these routes were taken

under closed down programme due to huge loss. The number of' ticket less passenger is

gradually decreasing According to a private oprator Lit this mouien( the percentage of

tickciiess passenger are 3 %5% I31-11 in govcnimcnt train the percentage of ticket less passenger

I s

[0-15 %,( source —DCO, Railway).

The revenue earning of' this programme is very positive for parent organization. Every private

operator pays a definite sum of money to Railway authority. Alter assessini the cost and

PI-edicts profit the estimated aiiiount is ollred to bidder of' this programme. The highest bidder

gets the contract or allow for the programme So there is less financial risk about partial

privatization programme in Bangladesh Railway. In primary stage a very few number of

mismanagement occured but at present this l) ro iwLtIliille is C0116 111,1111gug WI I ltoiit an y inator trouble.

For exaiiiplc 'litas C'oillniuter irain is paying 1L77974 per trip. Suddenly this train was

surrendered Lifter duration to railway authorit y. It was January-February 2005.'lhe then the

earning of' this train fall down less than 5C'i' of' pr vale operators income. in that period (two

month) the litas conliliuter tram operated by Rai lway.(sourcc Station Master ,B.Baria)I iowcver

it can he said that the total impact of this programme is very positive. In this study it is found

that the financial impact of this programme is viable. Because the service and facilities,
illaintenance of ' the assets, management standard and other important side is high standard under

partial privatiiatloll.
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7.9 Causes in favor of Private operator:

In this stud y ii is observed and proved that inoIveiuciit ot private operator tinpioves service

stnidard as welt as hiiaiieial eanuiigs winch are not SalislaeLor y under Railway authori V. In

ill isrecard question might he raised about what are the causes in favor 01' private operator. 'ftc

observations and experience 01' this stud y about the perI rniancc Of pi'ivate Operator ate:

a) Private operator is 111,11111V profit oriented activity. This is wh y private

operator needs not to think about PSO and welfare grant.

h) Private operator recruits stall' on the basis of' cl'ticiency and quality. 'they

ame	pri\'ate stalland they will no longer il'tliey are found nielticient.

c) Private operator makes target which lead c total activity. Due to target

everybody is serious about how to achieve the target.

(1) Span ol' M( IT is very H iueii effective. Nvem'y body is working tinder strict

superv 151011.

e) Ntiriiher of ticket less passenger has been decreased from 15 (!4, to 3-

l 'ticket corruption is not happening in this system. That means there is a

very few chance of financial inismahlagelllent.

g) Sei'vice standaid has been nnpt'ovcd. ( ' leaner. waiter, carriage attendant,

perfon'n their respective duty 'aceordi ugly.

Ii) I )ue to an y uilcei'tain enviroinnent private operator does not operate the

train,

i) Private operator call 	the number of' coaches as per	req1ni'eiilent.

) Private operator does not carry the necessary goods with lower rate.

k) 'There is no scope to travel with pass,
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7. 10 ( ompa i'isun : SOE's, r j vatjza lion :111d  I)artial Prival iza tioii

I'rograinme.

liitrineion: As the stud y broadl y eolieciitrates over three eoneeniing areas ' it is needed to

elaril\ each of (hell) \vith Ltreat potential troin 1)0111 subjective and obteetivc stand polflt.

Therefore, flits study has been conducted in order to have the comprehensive analysis largely ot

piitiiiI privatization and partly of SO1.s a nd privatization as well. As our research is about

partial privatization strategy in 13R, it brings the extensive study of both BR and the strategy

(sell. Aizani, it may include a comparative study between the Sol-l's Pri vatization and Pat-ti al

Privatization.

SOE's:SOE's rehrs to the organization , owned . controlled and governed by the go ernment

of the couiitry.ln Bangladesh 44 SOE's are existing tinder 7 sectors. 'l'hesc are I ndustrv,

I'OWCr& Incrgy, \Vat erResoiIrcc,i'rans1)ort&('flhIuhIii lea i09,( OlflhllWcrC&',Agrictil( nrc,

Construction and Services. Some other departmental organization as HR. I'&l', Postal, l3ank&

Insurance etc are also state owned enterprise. This study finds out some considerable evaluation

ol SO]. 's as under:

a)Wcak governance.

b) Corruptions.

c) Nepotism.

d) Lack of accountability.

e)\flss flhlnagcnicut.

I) Lack of pi'oer planning and SO on.

Owing to these drawbacks,SOE's cannot perform well. According to Economic SLirvey Report

2004,nialor 10 public organizations have incurred a loss ol about 1k. 1833 crore.ln the year

2003-?004( ioveriiment had to allocate about 1k. 391 .0 1 ernie as subsid y to 7 organi zations.lhci'e
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lFe sonic oilier S01 s which are under hne floancial loss incurrinw evc'rv fnaiicial vcar.'av

Hl'( has incurred lK.2702.40 crorc in the year 2(X)4-0.

In this circtitlisiaiice	( ) l.s are still coiicciiictl to rcndeiiiii scrvice but the y are it the same

11111C

suiicriiiu roiti uperatioiiai instability which cause ii huic aillouitt of Iniancial loss. To consider

tins' such oraiiii.aiioits cannot suistaiti economicall y viable iir loilu tune and wadnall y colluips.

In this predicament, to develop the existing situation lbr the sake of national cconomy,an

effective and applicable rek)rnt should be iitioduced as 50011 as possible.

l'rializat ion: Privat ization is a specialized programme introduced tit l3an ladesli during the

period of' 70's.l'Iie objective oh the plo ramine was to pull through national ecoilouty ruin IIJC

devasted economic problem oh the country. But later on it could not cause a massive chtangc in

the economic environment and srti II its nit] uencc and out ])Lit :s not at satisfactory level Due to

the lollowi ni reasons PI-1 vatmzation and its status is not as \ve desired as satisfactory;

1) Privatization procedure is bureaucratically ver y much complex.

2) Sale price of the proposed SOI's to be privatized is not realistic.

3) Privatized Public organizations are not being operated well.

4) Privatization is hampered due to some restrain from ('BA and other labour

org an i za lions.

) Lack of strong political conhtuil illent.

() Lack of efficient and honest entrepreneur class in Bangladesh.

I lowever, the periorniance of' p rmati/.ationduring the last three decades shows its

dissa1ms1ictory and undesirable state in Bangladesh. According to a research conducted by

Rehnian Soblian which reflects the three related concerning areas of privatization performance

including pmodLietion -Status and employment situations.
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Pt1ii(ioji *nilvsis: Out of 35 industries Produer ion raised	L) till I 1, laid ouf-	T11:11 is

•iIiIi'UiC, became failure to raise their produietioi than prcviouis.(Miiiisirv of liudiistrics iiid

c ' nuiierce quoted Nv R. Soblian

l:iiij)lOviiicrl( position:( )nt of 31	nuiple units ututuber of eiiipfovecs raised in 13, fill iii

).lesulc' Pt ittiiition l > nmirss report 2(1(11	11 taitihists (bitt lri\ati,ttiluii work is

ltiiiitetl to 5 eorporaiiouis of miiiistrv OC HILIHS11-ICs oil". 'Ilese five sectors have icitricil 15% of

total loss of SOF's (Privatization Proc-ess Report -2001). On thc otlici - hand sonic other

Important organizations are also needed to be privatized urgently which arc incut-ri rig larec

amount of financial loss every year. But privalization Commission cannot privatize these sectors

for sortie unavoidable reasons.

I'ioii( earning 11-111i0:01.11! of 24 Saniplc UllitS quantity of profit raised in ,dccreased iii 16

Partial Privatization Programme: In order to over come the financial and managerial

instability of' the SO] 's govt had taken Privatization programme. But the result of pu vati zation

Programme was not satisfactory. In comparison with public Sector Pri vati/ation coLild not make

optimum result as we desired. fri this context a new experiicntal approach (ppp) has been

adapted m sonic SOIYs in Bangladesh. Batigladcsli Railway is one of theta which has been

under this prograiniue:ihis study covers to identify the impact of' this programme In 13k. Sonic

of the observations ill 	study are as follows:

I) This programme is partial in nature and it does not share a nything utterl y of the

co ncerni tig areas. ilierciore, vi t liout violatim , tile ownership and management of

the SOl's it works towards the set goal to enhance the elIleicnc\' and make the

organizalions economically viable.	 42829 :
2) lconotiiicall y,PartjaI Privati-za(ion Programme is much better than

Rai1wiv(SOE 's) operation. By applying paired 'r test it has been proved to be

Commerciall y viable programme,

157--isl
	-
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3) Wit i, I lse i14lpliOhI of prlviule euit rei)rrIIrur liii.' 4rvice standard of kailway(SOE's) has hec.i

i,uii)IOVC(J.

4) Operational eliicicncy of the concerning areas are also found to bepositive and effective.

5) This reforin programme doesn't hamper job security, movement of other operations and so on.

Comparison between Daily income of the passenger's train before and

after Partial Privatization

Nneuitbc triu	p	 /I.	daily lueLmicol

( iu.1. IM iud

lalaka Express	22943

Noakhali Express	7375

Karnaphuli	 22943

Kushiara	 9142

Zamalpur Commuter	27547
I )cwungung xprcss
l)hukaN.gung lxprcss	25000

11 as Commuter 	 I 1(2()

I' .1'. periud

35 100

0900

34126

18500

45200
11 850
200()
77974

Daily income of Train before PP
o Balaka

30000	 o Noakhali
20000 o KamaphuliH10
10000	 a KushiElra

C] Jamalpur

1	 oDewangang
o Dhaka-NgName of Train

Daily Income of Train after PP

100000 -
	 DBialcaH

1	 DTltn
Ham. of Tr.IIl

From the graph it is clear that hnancial performance is better at Partial Privatization period than

at government period. Financial efficiency depends on better services. So, from the view point

of comparative efficiency * partial privatization is more efficient than government period.
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CHAPTER-8

Stjnimai-y & Recornrnetiditioiis:

8.1 Summary of Findings:

'('his study has emphasized on explorative and inductive statistical search for finding an

acceptable decision, Despite  having so 111a11V obstac es and problems, ii usstudy tries its best to

(10 that. Finally the result Came out b y conductiii tIns study, and sonic ot tile ttulportauut mid

speciFic hrudmgs are pohiicd as:

I ) In this study it is observed that State Enterprise Systems were Inefflcicnt unmaeinat ye.

unable to understand and respond to the economic Forces to national and international

market places. 1 lie ultimate result of our public Sector etlterpi - ises are not well to (10. 'lucy
are not pert orniliug well. Recent contribution of public sector in GDP has reduced from 2%

to I %,Qur public sector organizations have filed to contribute to the national economy oi

I lie cow try to a (lest rable extent. Rather they have become 
it burdci I on the national budget.

As a result the total loss of' our SOF's ill 2006-07 is about ' t 'k.4228,20,00000(fur thousand

two hundred twenty eight crore twentyac). (Monitoring cell, Ministry of' Fuiianec,

I aiig I ades it)

11 )The available evidence on the experience with privatization suggests that enterprise closure,

ihtseniployjiient possible accumulation of' liabilities with the banks and possible revenLie loss

urny tiavc to be taken I mOo account as Part of' 111C price we pay to in Iprove profitabl y and reduce

clamiiis on the public exchequer. 'Fins study observes that without a Few exceptions, privati,ed

units have not significantly iniproved perFormance but have contributed to enterprise closures

and niiseitiployine ii t On the other hand, l'rivali,tfjm i Programme is limited to 5

corporations of ' industrial Sectors mainly, which covers 15% of total loss of the SOE's
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(Privatizatiun Coiiiniission-2005 ),In vatii,ed alcr 1979. 205 eiitcrptises, only 11254.6%) were

lollid Opci aiioIiil.(4o.)\\ere closed and 10(49%) were proved to be noilcxislcnce. (RIDS-

1 1)1 .), ) 1 1 11N ti,ed enterprises are not ttinelioiiin' wC11. ThCNaic nut	.Ikiii	profit bettet than

rcvou. I he y did 1101 produce better than mst consequently sales VUllinle is not satisfactory,

ili.iit\ eiiiplovec lost 11ICII 10hS (Ilic to I] a IIS	i of the oraI1i/a1ioIi front public to private. lii that

siIii.iIi)n	nt	iitittl sectit S arc to be priv;itiied ill (IiItCrCilt bolts urgently which iiiii.hi he

I , Railwa, Bittian, transport and (onlilluiucations, onimerce etc.

11 1) Bangladesh Railway has been limping with continued financial loss and other operational

problems. This study observes that once BR was run profitably and it can once again run as a

commercially viable entity. This could only be achieved by a well planned rclbrm agenda

hiCk needs associal ion of private Sectors in (IiffCI-Cflt activities of RR.

IV) According hypolliesis-I, Partial privataton Proi'aniiiie is totuid ;11 ]d proved

economically viable programme. A statistical method named paired '1' test has been applied to

find out economic viability of the progralilnic which has shown a positive result. Paired . i test

has examined the daily income of the sample trains belore and alter Partial privatization. lllc

study examined that the income of tile sample trains are much llwllcr than government operation

due to overall improvement of the tram service. According to hy pothesis-2, Service and

liicilitics of the 1rnits have been developed afler partial privalizatoit prograllillic has been

introduced, which are not satisfctoi -y level Linder Railway operation in this study it is (bund

lilal profitability depends on sonic Iiietors. l'}iesc are service oriented mainly. We used '' tesi In

compare tile pet lörmancc between partially pri vati zcd train with government controlled train in

the h y pothesis 2, which representing improvement of the service and facilities it favour o

partially privativ.ed operationThese are as fhllows:

a) Service improvement: About 90% of the respondent gave positive answer iii favor

of the service Improvement under partial p r i vatization System. The elements of service
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are seat arratieeiiietit and eondttion, sanitation fcilittcs (toilet, vater suppl y ). Ills.

clean eiivi roiinieiii etc

h) Operational efficienc y : This study also finds that the operational cliieiciicv is much

more bet er than juiverliment peitod.limnetablcwattt ng time. signaling, supervision,

ticket clicckingchecking etc are far better than government period. 100% respondent opine in

lavor of Ilic service standard ditrtti	lie period of partially privattied.

c)i'icketless traveling: This study identities the decreasing trend of non ticket traveling

under partial privatization period. MOW 60% rcspotidcnt agreed with this mentioned

statement. Railway high official source said about reducing ticketless traveling as a

great achievement According to l)('() of Railway, rate of non ticket traveler in private

train is 3% while it is - IOU in iovcrnmneiit train.

(l)Salcly of the state properly: Under partial privalizalion progratnme the trains are

being operated by the private operator. But till now no major securtty problem or

damage, destroy, has been occurred by the private operator.

e) Job security: The findings of this parameter are opposite to another. About 40%

respondent think 'no major cOcci on the employees due to the implementation of this

programtiic'. But rest of the 60 % respondent told negative though railway high olitcial

source said there is no effct on the employees due to this programme. Surplus workers

are re-adfustcd with the vacant posts of another trains or divisions. though it is a

sensitive issue and workers are worried in some eases, still it has not created an y major

problems as it manages such issue with great concetitiation

\) The study has found out some of the problems which are shown by the private operator

mainly.
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i) Contract diiraion: Contract (fill .attoil is very much short. Hctter service and

standard inailaneilleilt require sulticient tune In establish it quality perIniiance

hiy the piivai i. operator.

h)(traliUv Coniparlineni: Railway authority could riot arrange good type ot

eoiitpartiiient and	ntIieiciit number ol coaches as	required by the private

operator

() Nature ol operation: (oniinereial oper;itioii is not toiahy given in private

Operator 'which creates some operational problem.

(1) Running time: Ruititing time to travel the train is very long winch is not

Competitive iii modern age. For exantplc, l3l3aria-l)htaka travel tone hxcd lr'

railway is 3 hours 4 5 minutes while it is only two hours ill bus service.

vi) Partial Pu valization Programme has been functioning without mentionable dit arhanee

by the workci-s of parent (Railwa y ) organization.

vii) Partial Privat hat ion Pt'ograninic is a unique system tinder which (iovernnletlt and Private

opeiators perform their duty jointl y to enhance efficiency

-iii) Partial Privatization Programme is more easy and effective to implement than complete

p10 iltzation.11ins organization to he under tins progranhine will not face much eoiiiplesity.

IXil'lie owiierslnp still remains with BR fur long term decision.

Finally it can be said that Partial Privatization Programme is an euiective. suitable and

fuasible Programme of' Bangladesh (iovernincnt which has been implemented in several

organizations like in Ban g ladesh Railway. Due to Partial Privatization, Bangladesh Railway

has hcen bette tiLed hinancial ly a1 1( 1 passengers are getting better services. Oilier services it]

Inch private operators involved are also rendering a good perlormance. The ctflcicncy
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hich has been unproved, these tie not satisfactory level under stoverilineilt control. That

ntearis Partial F'ri iti/stson Psogianinie or l3angladcsh Rail .vay is an cffctive, profitable

and suriahic Piugraiiinic which has been found in this study.

8.2 Recommendations:

Flits study has been conducted to search about the ct'ftciiveness of' Partial Privaiiatioii

Programme in Bangladesh Railway. Some or the recommendations have been observed at

present sudy.These recommendations are very much important which should he emphasized

with great care. 'l'hese recommendations ma y be mentioned as fo I lows:

i) A separate cell or division can be established to operate and focilitate Partial Privatization

Programme independently and efficient lv. t'flcicnt human resource may be appointed

through this Cell or division. They insist he (ranied locally,regional y and internationally.

ii) license giving procedure should he free, fore and impartial. No political considerations,

pressure group, will be allowed in lieu of experienced and efficient private operator.

iii) total (cotiiinereial )operafioil might be given to the prk ate operator in order to ensure

smooth operation of the train. In a train one or more operations if ' continued by Railway

authority , will riot facilitate smooth operation of' the proganiiiic.Sa for example luggage

booking and parcel booking work should be given to the pruvaie operator for proper cc-

ordination.

IV)Coutract duration should be extended. One year is not sufficient time to establish better

management and service standard. There fore, sufficient time might be allowed to the private

operator ill order to attain n'icntioned objectives. It ma y be 3-4 year.

V) Railway authority Will have to take care about sonic inipoilaint issues which arc mentioned

below:
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a) Railway authority should lilanage standard coaches or compartments ace<urdiiig

to desire of the oassenuers. At present private operators are not getting quality

C	IC I w"'.

Ii) Private opci-alor should he eiveii sufficient nuitiber 01 coaches as per contract

between Rai lwav and private operator Rut practically Private operators are 1101

ctiing more coaches when they show extra demand. This problem should be

solved to mitigate 111gb demand of , the passengers.

c) Signaling preference should be given to the private operator also. At present

pr1atc operator IS 1101 ClO llw dli prcicreiiec lout signal (icpartiileili to IiIII List.

This is why waitin g time creates p roblem to reach destination in due time and

coiiscqucntiy it wastes iiiaiuv working hour of both authority and passengers.

(1)l'vlalntcnaiice(tcch!iucal ) work should he performed ill 	time. According to the

contract Railway authority is liable for maintenance. Proper nlainteilalice is the

important precondition for smooth operation of the train.

C) In comparison with the oilier node of transport running time should be reduced

to a competitive range. Say for example Brahmanharua to Dhaka running time for

li [as ('oniniuter' has been fixed 31101Irs 45 uiui iiutes, while it is only 2hionrs 30

minutes ill 	service. Ill 	case passengers who have urgency will choose bus

service and railwa y everyday loses a huge amount of money.

vi) Esinnated rate liar the private operator to run the train should be fixed sincerel y and

reasonabl y . In some cases private operator has become fnlure and surrendered the train to the

Railway authority. So the csi i nated rate winch is the standard basis night he fixed after

assessilig the real value.
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Nil) hi	.i'e iii ) Iiiiif tiniest. ii.itur;il ealanntv, labour nilresl and other rCas011s 111L, ellitiolis

I ;iic	1aineiil and other re onsiliiliires should he clearly dclincd in the contract.

	

ii) I'ii\liL ( I LidiI -.	IIIJ 1edLlCr IiiLlI (IYCI C0ii5CtililiIe	of prithi. Ihc	should icoid the

I	.Itr\n;n lnic iiuuiuhei 01 passe	us i,.uthiei thee must eom It: erui the j1nullt\ serviee.

IM .uua ui ihie emnplvers in railwa y who have beeti declared suurplius and beeonR

uulcuiuplo\ed. private	ilciator I na y appoint thcitt and use their relevant experience and

kilOwledCL' to enhance the qualit y operation. 131- 111 herL' the y should he trained shortly and

A.
	 uleuusmuistrate tile \voi-th) r' ul ecrimme responsibilities.

)iu the oilier hand, this study also finds miii that service standard and other lae,hiies 1111ve hecu

niiproecl aller the adoption of partial privatization in l3aiighadcsh Railwa y. This is evident in

he	oi'ds of all concerned officials of [3antladcshi Railwa y also. As this strategy has been

pro ed a economically beneliciary and tItus elleelive.	 Illay decide to itiplenuetu it

ni	the	other	sick,	loss	bearing and	service	oriented	SOEs	like	Iarjatau,

('1mLInication(flRiç')J-1cJth service .'F & I and SI) 1)11. Again. alier lieiiiti inipleiiieiited

this pmomranmnie there must he a nutmival co-operation between the parent organization and

private operator.

T	 This study has iccoitiiilelldcd all concerted br further study. It is a wide field of prosperuy. We

have been sulThrinm (ir a long little due to weak public sector. We are cbosnin so niatty

oreanizations services due to eeunioinie tin-viability. (ioverniiieilt may cuitilutue these

oiunuuui/:miiotis. srivuees by tfleaiis of nivolvttu ' private mupei'atnr,

In
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Cm	 appen(Iix

Questionnaire for Railway I-ugh Official

Partial Pnvatiiatiori Strategy A case study of Bangladesh Railway

N..inlC oft hc Respondent .................................................................

Address............................................................................................

This study is for acadcmic purpose only

I lnlkrivatton will be preserved strictly confidential

_*	 1.	Do you support Partial Privatuation Programme of Bangladcsli Railway?

L yes	 No	 Con imci

2. Do you lhnik P.P.P is difflcult to iiiiplcmcnt

ry Tou	LFouh	idiflr	L	 1y 	Lvery Ea

3. What is the impact of this Programme (P.P.P) on employees currently engaged in
Railway?

L Bad	
No ldThct

4. What kind of cffict maybe created by P.P.P on job security?

Ow

6. Do you think PP.!' has improved better service 1

	

Ycs	L_No

7. Do you think the maintenance condition has been improved by private
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cut rcprenciir!

S.	l)n you think private entrepreneur is redneine tieketless ravelling!

L Yes 
1	No

9. What are the financial asccts of 1'. P.P

10. 1)o you think Oiis I'rogramme can be financially profitable.

II. Can you identify any financial irregularity involved with this Programme?

Yes	 No

12. Do you flunk P.P.P has established efficient and effective management standard!EYes	L No 
I

13. According to your assessment do you think this Programme will cOfltinue?

YeJ
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14.	1)o you Ill Ink the uftiiiiatc impaci oi tins Programme in Railway vi11 be positive?

15.	l)o you think this 1a11ial I'riviiiaiioiì	(raRoy may he inl)lciilelltC(! in oiliei public
sectors in order to cilhalicc iiiIt laCeilieiiI sialldar(1 and reduce tiiuiiiciul loss'.'

Yes	 No

10.	What is your hnal comnieni about Partial Privatization Siratcnv' in R R

Questionnaire br Railway Staff

Partial Privatization Strate gy : A case study of Bangladesh Railway

Name ot' the respondent : ................................................................................................

Address...........................................................................................................................

Ihis study is for academic purpo only.

Flnfbrmation will be preserved strictly contidcntialj

Do you know about 'Partial Privatization Strategy' taken b y Bangladesh Railway

L Yes	 No

2.	l)o YOU support private operator ill 13.R

yes	 No	 No (ilmciit
'OS
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Do you think this Programme nay create problem in Railway?

4. Do you think this Programme is harmful to the employees presently working in Railway?

L Yes	L No 1
5. Do you think passengers are getting better service?

Ycs	 No

6. What is your comment about working standard of private entrepreneurs?

[xtra Ordina 1	High Standardi	 Standard	[low the Standard

7. Do you think this Programme can bebe financially profit?

Yes 1 E::. o

8. Is there any irregularity?

I lave any special comment?
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Questionnaire for Passengers

Partial Privatization Strategy A case study of Bangladesh Railway

Name of the respondent '	 ..........................

Address................................................................................................................................

This study is for academic purpose only.

[Information will be preserved strictly confidential]

1. Do you know what is'Partial Privatization Strategy' in Bangladesh Railway'

	

Yes	 No

2. Do you agree with association of' private operator in B.R?

yes	 No	 L No Comment

3. Do you think this Programme is harmful for Railway?

4. Do you think this Programme is helpfu] to reduce ticket less travelling?

	

L Y	L No

5. Do you think passengers are getting better service'?

E:: E,
 What is your comment about working standard of private entrepreneurs?

EHOrdinary	{jigh Standar	LStandard	[_Below the Standard

7. Do you think this Programme can he financially profit?

L Yes 1 L E0

8. Is there any problem?

L Yes

lii
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9.	Do you think this Programme is harmful for job security of Railway Staff?

	

Ycs	 No 1
11. Arc you getting special services under computerized ticketing and reservation system ?

	

L Yes	
[ No

12. What is your final comment?

U
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