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DUE DILIGENCE NOTE ON USE OF LOAN TO FINANCE LAND ACQUISITION 
 
1. Land acquisition became an eligible expenditure item under ADB loans in October 
2008.1 To date, governments have availed of this facility for one or more of the following three 
reasons: 

 To expedite project progress; 

 Government lacks the necessary funds; or 

 Government is unable to compensate at the required (replacement cost) rate. 
 
2. In the case of the subject project, use of loan funds for land acquisition is sought for a 
different reason – acquisition of land under mixed titled and customary ownership. Most of the 
land in the Chittagong Hill Tracts (CHT) is settled by indigenous peoples under a system of 
customary land ownership. In terms of ADB’s Safeguard Policy Statement 2009 (SPS), 
customary land ownership is considered equivalent, in terms of eligibility for compensation, to 
titled land ownership.2 Such eligibility is set out clearly in the project Land Acquisition and 
Resettlement Framework [LARF] (March 2011).3 Safeguarding the land rights of indigenous 
peoples of the CHT is also a key safeguard feature of the project as set out in the project 
Indigenous Peoples Plan (December 2010). The land acquisition process, operating through the 
Deputy Commissioner in an administrative district, does not apply to customary lands held by 
indigenous peoples in the district as such lands are neither titled private property nor 
encroachments on state land. In addition, the existing regulatory framework applicable in CHT4 
contrasts markedly from both the general and the land administration system in the rest of 
Bangladesh, therefore clearly a project-based approach, as detailed in the LARF, is justified. 
 
3. The project RRP presents a clear argument for the economic and poverty alleviation 
benefits of the proposed project interventions requiring land acquisition. In summary, the project 
will provide direct benefits to about 24,000 households in some 600 villages through community 
infrastructure interventions. The value chain micro agribusiness developments will directly 
benefit up to 24,000 farmers. The Project will generate significant social and economic benefits, 
including improved living conditions and livelihood opportunities for communities living in one of 
the poorest regions of Bangladesh. The estimated poverty impact ratio was calculated at 25.9%.  
 
4. The project LARF sets out the detailed methodology for valuation of acquired land5 
utilizing a Land Market Survey conducted by the resettlement implementation NGO. The Land 
Market Survey will assess current land market prices through obtaining formal land transaction 
data from the sub-region’s Government offices (given that some of the land is titled, and formal 
land transactions have taken place) and informal data from a community consultation in 
collaboration with the karbari/ headman6/ elected official of Union Parishad representative and 
District Project Management Office (DPMO) level Executive Engineers (EXNs). Moreover, a 
Property Valuation Advisory Team (PVAT) will be formed by gazette notification by the Ministry 
of Chittagong Hill Tract Affairs (MOCHTA). The PVAT will review the assessment of the 
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 OM section H3/BP issued 28 October 2008. 
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  Customary land is covered under the second of three types of eligibility under the ADB SPS (2009): persons losing 

land with no formal legal rights to such land, but who have claims to such lands that are recognized or recognizable 
under national laws. Customary land in CHT is recognized under the Chittagong Hill Tracts Regulations 1900, 
which is still in force. Bangladesh has also ratified ILO Convention No. 107 (1957), an international instrument 
which has force of law in Bangladesh, and covers respect for customary procedures for transmission of rights of 
ownership and use of land. 
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 Specifically, Section II part C: Project’s LAR Policy 
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 LARF, Section III part G: Compensation, Relocation and Income Restoration 
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 Karbari and headman are representatives of the customary (circle chief-led) form of governance in CHT. 
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implementing NGO of market prices for land and other property affected by the project to 
determine their replacement cost.  
 
5. The LARF also sets out the methodology for payment of compensation to affected 
persons.7 Authorization is given by the Project Director (a government official representing the 
CHT Regional Council) to utilize loan funds based on each subproject Resettlement Plan. 
Funds are paid to each affected person through the DPMOs in each of the three project 
Districts, verified by the implementation NGO. The Project Implementation Consultant is to 
assist the DPMOs to develop and codify a specific payment modality, which based on the 
LARF, will include definition of the various resettlement terms, the entitlements, detailed 
procedures for processing of payments, including their disbursements and documentation. 
 
6. Handling the land acquisition in this way is a key lesson learned from the predecessor 
project, Chittagong Hill Tracts Rural Development Project (CHTRDP) (2002-2009). Due 
diligence of land acquisition impacts of CHTRDP found that government expected voluntary 
donation of all land in the absence of funds (from ADB or government, at that time). The lack of 
transparent guidelines for project land acquisition appears to have resulted in widespread 
incidence of poverty-inducing impacts. The current LARF, including importantly the source of 
funds and implementation arrangement for payment, has been developed incorporating these 
lessons. The LARF also details a robust system for monitoring the resettlement and land 
acquisition process,8 including provision for verification of monitoring by an external expert. 
 
7. In sum, the proposed methodology for land acquisition, which has been discussed and 
agreed with all stakeholder groups, mitigates the problems arising from the ambiguous 
regulatory framework in the CHT, and the lack of implementation methodology under the usual 
government system. Utilization of loan funds for land acquisition is a necessary part of this 
methodology. 
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