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Attaining positive contribution from partnership

External assistance in the context of sustainable development—2
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xternal debt
management: The
government of the
People’s Republic of
Bangladesh from day
one  deternmuned  to treat
external assistance as i mere
tool o augment the deployabie
cesources to ensure  the
required level of investment for
ensuring the desired growthin
the gross domestic producet
(GDPY for achicving the higher
level nfwellare of the peopiie.
It adopred the policy
generally aceept grants and
predominantly concessional
assistance prelerably of the
uniicd type so that the national
developinent priorities woukl
1ot have o be cotopromised.
Due to the sky high goodwilt
generated  throughout the
world during the glorious war
ofliberation foughton the rock
solid foundiion of justice and
legitinnae daspirations,
Bangladesiy has heen able to
ranstate the wilol ws fouding
fathiers 1o access grants o the
MANIMUM extent
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As aresultof the pradent
debt management policy
adopted in Bangladesh the
grant element in the external
assistance was more than 80
(cighty) percent in 1972 73,1t
is still more than 10 (ten}
percent of the total.

Itis gquite remarkable that
approximately 45/46 percent
of the total external assistance
stock of Bangladesh ($22.09
billion) consists of the highly
concessional ‘asif* grants from
the IDA and ADE

One underlying raison dewre
in a fnan undertaking is 1o
complement resources on a
lemporary basis to enable the
loance achieve self reliance. n
external assistance, there are
two distinet featores that are
very helpful even necessary,

There should be a breathing
period during which time the
loaned amount is utilized 1o
enhance capacity helping
additional production of goods
and services. Thisis the reason
for a grace period which may
he co-terminus with the
gestation period of the project
using the external assisiance,

Another requirement is the
rransformation of the domestic
production  capacity 1o
producing sradable gouds and
services which will no doubr,
cither  generate  foreign
exchange in exports revenue or
save foreign exchange in
imports substitution.

One missing clement in the
externasl assistance policy in
Bangladeshis a fadure 1o realize
thatloan liability created inthe
prajects which produce goods
or  services  which  are
predominately or solely sold in
the domestic currency without
much import substitotion,
project incurring  foreign
exchange liability that creates
problem including for the
posteriry.

For instance. i rail, a bridge,
a4 telecom or o brick
manuvlacturing — company

ProgNCing services ox goods, . Lof,, . SELYILIng ..
thatare sold for taka will have,

10 be given the extra benelit by
the state Tor the conversion of
el Curreney
probitoperating suplus into
the  approposte  loreign
currency o pay for the dividend
or interest charges and the
principal 1o the foreign equity
holder or the creditor as the
case niay be.

By cnntrast, a food grains
production augmenting project
with external assistance shall
from the incremental output
vither  generate  import
substituting loreign exchange
savings or earn  exports

focad

proceedsto service the external
assistance.

in the four decades of an
independent  Bangladesh,
significant improvement his
taken place inmostol the areas
ofits economy.

Tood production has more
than tripled signifying an
outstanding  success i
agriculture. Despite a doubling
of the population, per capila
income in US Dollars has
increased more than four times.

Life expectincy at birth is 65
years and infant morality rate
has reduced to 39 per thousand
live births. Literacy rate has
peaked to above 60 percent
although there is a tingering
daubt about quality of
cducation. particolarly at the
secondary level

Againstthe standard of 20%
of exports praceeds as DSR,

hunmian developiment  in
Bangladesh s a positive one,
It has nol only helped
achieving the economic growth
through  addinonality  of
resources butilso given higher
access 1o betier lechnology snd
capability so design. formulate,
implement. monitor and
evaluate development projects.
In the  market  force
dominated world where the
Sll’()llg sanc voices for
regulationare olten ignored 1o
the derriment nf  global
prosperity,  hridging  the
savings investment gap also
has helped integrating the
Bangladesh economy with the
world vconomy including
lhelping 1o markeg aceess,
Bangladesh is a major user
ofexternal assistance and it has
an excellent reputation as a
recipient host country.
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Bangladesh has it below 5
pereent. Two rlevant lacioss of
concern, however, have 1o be
noted. Oneisa tal phenomenal
rise in remittances (1% of
GDPY and (hy avising outlow
of foreign exchange resources
privale
commercial loans including
Foreign Direct Investment.

Whereas G is hoosting lhv
CRpUts Fevenue i i b
(h) is outside the olfic
When payments and/or annual
dividends  obligations  on
account of the short term
conunercial loans and FDLare
accounted lor. (he annual
outflow of external resourees
will be 10 the range of $1.6
billion or so which may be quite
near the annual infiow level of
QDA

The cverall assess i
contribution  of  external
assistance to ihe susian

Experience of Bansladeshin
utlizing extennal assistance lor
accelerating sustainabic
human development: In the
listlour decades, there has no
beennmichlaching of harmony
benveen the recipient and the
provider of external assistant,
as development partners.

But certamly as expected in
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Ie further observed that
despite the highleverage of the
partners duce (o Bangladesh's
dependence  on  external
assistance, they did not attempt
to introduce the political
consideration into the policy
discourse.

‘The firstdiscord between the
points  of view of the
deviélopment parers and
Bangladesh arose in 1973 when
in the first Aid Group Meeting
(held in Dhaka rather than the
usual site of such meeting in
Paris) IBRD/World  Bank
insisted that further ald
commitment to Bangladesh
would be halted untess it had
accepted a part of a aid stock
liability of Pakistan.

The second dispute arosc in
1973 when, the US government
then under President Richard
Nixon insisted that Bangladesh
should stop jute export to Cuba.

“These two incidents merit
repetition after all these years
because the politicalization of
aid commitments imposecd
severe political and economic
costs on Bangladesh which
served as a cautionary tale to
subsequent GOB'snot to place
themselves in a confrontational
positing with our DPs even
when they may {eel that the
conniry’s political sovereigniy
is  being  compromised”
observed Professor Rehman
Sobhan inan article "Revisiting
Toreign Aid” Review of
Bangladesh's Development”
published by the Centre for
Policy Dinlogue (CPD) and the
University Press Limited in
2003.

Mr AL Syduzzaman, in his
article entitled Aid and Policy
Relorns, published by CPD and
UPL in 2003 has made a
chronojogical listing of the
exolution of the externa
assistance policy in Bangladesh
indeference to and
consultation  with  the
development parwers. The
major steps lave been .
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