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Bangladesh Has Done Well in The Disbursement of Aid,

But It Can Certainly Perform Better in Other Areas

— Enam A. Chaudhury, former ERD Secretary

When it comes to the question of aid to Bangladesh and other related issues, such as its
implementation, the so-called conditionalities and future prospects, few experts can speak
with as much authority and knowledge as Enam A. Chaudhury, the former ERD Secretary
who left Dhaka last week to take up his new appointment as a Vice President of the Islamic
Development Bank (IDB) in Jeddah. For the past five years, serving under two different
administrations, Chaudhury has been a key figure in generating external assistance for
Bangladesh and in maintaining a continuous dialogue with donors. A competent civil ser-
vant, with wide-ranging experience in national and international fields, he has left his
mark in what is undoubtedly a sensitive — and indeed a controversial — area of the coun-
try's economic activity.

Before leaving for Jeddah, Chaudhury found time from his busy schedule to answer a
series of questions from The Daily Star, put to him by S Y Bakht, a Reporter of the paper.
Detailed extracts from the conversation appear here :

ing

the ODA from 0.7 to one per
cent and a certain
of the GDP for hu-

. Different principle
donor countries wanted to

two as
eral. One would not dare ask
such questions at that time, as
the response would be ' why
do you ask me such questions.
that . the first
the developing
_ ry strong. In
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The third phase actually
started during the post-Cold
War period. The political and
strategic compulsions sud-
denly disappeared. So, the rea-
sons or considerations for
which the developed or indus-
trialised countries used to ex-
tend aid to us, it seemed that
these primary considerations
are not so much visible now.
The point raised is that now it
has to be either humanitarian
or really authentic develop-
ment assistance or assistance
that would be the result or a
by-product of the economic
and trade considerations of the
donor country. So, these are
the three primary reasons for
providing financial assistance
which have come up in the last

few . Most certainly, the
third consideration has nol
helped us much, berausce in

any such deal. the donor would
Hke to rescrve the right of
ting the maximum out of
deal. So, here the recipi-
ent would not be in a
bargaining position and the
donor much more out of a
deal of this nature. Assistance
based on purely development

considerations 18 not always

very much there. But, [ think it
is difficult to establish the
trend as this experiment, to
really find out to what extent
the donor countries are really
bothered about extending as-
sistance to a country for the
sake of development ra-
tion, is still on. And the
other ration, the hu-
manitarian one, always contin-
ues to exist. But the cost of
getting humanitarian aid s

:E‘Ell-ﬁllﬂﬂtui'ufflct.
you have a cyclone or a
flood, you don't get it. So, the
cost is very high and,
getting it doesn't re-
matter,

In this third phase of the
ald environment that |
personally witnesscd, |

Teel the international aid cli-
malc has really become very

tough. | should like to mention

point, the question of
double standard sometimes'

it but becausc they

followed by some donor coun-
trivs. When | say double stan-
dard, | mean that in recent
period such gquestions as hu-
man rights, rule of law and
things of that nature have be-
come very very importanlt con-
siderations. Even questions of,
say, child labour is coming up.
But, the point is that when one
does not have anything to cat,
it's a question of subsistence
then , | think, cven a baby
wou kd out for help and he
would like o do anything to
find some food. Pcople who
indulge in such labour, frankly

it's not for the love ol
have no
other alternativé®. But what we
sec is that in some other coun-
trics cven when there are [la-
grant violations of human
rights and organised aggres-
sion on rule of law, the stan-
dards that are followed by
many ol the mighty powers are
not the same. | am n:ﬁ‘:n‘ih‘llu
the small little things that

in the Chittagong Hill
Tracts and the repeated quar-
ries that we have to answer
and _the explanations that we
have lo provide. But then the

incidents in the Hill Tracts are
_peanuts com to whatever
is happening in Bosnia

Harzegovina, Kashmir, Punjab
and other parts of the world. It
is unbelievable, say for exam-
ple, in Bosnia where we are
not the same judgmen-
tal standards applied eclse-
where. Now, this indicates thc
absence of such principles as
faith, reason and justice. Also
the absence of the principles
of equity, sense of understand-
ing and, shall | say, an absence
of overall ‘cooperation with
others on the basis of the same
standards, for the advance-
ment of the quality of life all

around the world, ;
DS: How would the chang-

ing aid scenario that you have
just talked about, affect
Bangladesh's efforts to garner
Joreign assistance in the fu-
ture?

EC: Well, | think getting
further development coopera-
tion or assistance oOr CoOnNces-
sionary loans would becomc
increasingly difficult in the

to come. llicre, as | said
carlicr, the strategic and polit-
ical com would not be
there, so things would be
based on the o two crite-
rfa. The process of obtaining
aid mh:rhﬂ:nrme difficult and
the outcome also would not be
encouraging all the time. So,
we have to improve our per-
formance. This is important .
because we will have to get the
maximum out of any aid that
we get, both quality and out-
come wise. Sgco , | think,
on the basis of our perfor-
mance wec can rise up and say
that we have been able to
ulilise the aid properly and ad-
equately and so our claim to
more - aid becomes much
stronger. | think these are the
two ways in which we can
maintain the present level of
assistance and continue get-

ting development cooperation.

average project life is about
five years, so the disbursement

for any particular year is ex-

pected to be around 20 per
cent of the total project cost,
and the project cost consti-
tutes the pipeline, Suppose,
today | » Jamuna bridge
contract a 500 milion US
dollar projeet. Now, | have to
spend 20 per cent of the
pipeline that constitutes

the WB prescribed amount of

disbursement.

DS: Have we been meeting
that target in recent years?

EC: Actually, we have
crossed that target. We have
not heard much complaints
about the food and commodity
aid disbursements, so we need
not discuss that. With regard
to project aid disbursements,
year-wise, in 1988 it was 94.6
per cent as against 100
cent which is in full confor-
mity: in 1989, it was 96.1 per
cent, 127 per cent in 1990,
101 per cent in 1991 and 102
per cent in 1992, So, you sece
in all those years, we have not
really behind the inter-
muwl standards. If we see
the report on this, 33 per
cent of the Bank's total com-
mitment worldwide remained
undisbursed. | mean, it's not
only the case of Bangladesh, |
think we are quite close to the
international standards and on
occasfons we have crossed the
target. However, as | said ear-
licr, there is room for im-

mance, il not for anything eise,
for increasing the growth rate.
For a five per cent growth rate,
disbursement has to increase
significantly. In that case a
greater commi t and a
larger pipeline would be nec-
essary. So, we have to rove
our performance and the
peline does not increase, we
ave to use the available
pipeline more effictently. This
fs in our {ntcrest that we
should de that. But to say that
the disbursement performance
has been very bad, | think ft s
very hard for us to buy that.
Secondly, the performance
does not always depend on the
recipient country as there are
a number of other external
constraints. Every donor
country has fts own individual

When it comes to disbursement of aid, we have not
fallen behind international standards. However, we
should still try hard to improve our performance, if
not for anything else, but for increasing our growth

rate.

DS: As you raised the per-
formance issue, this brings up
the question that some people
are asking about the problems
Bangladesh is facing in three
areas; disbursement of aid--far
too much is stuck in the
pipeline; secondly., what US
Ambassador Milam recently
pointed out that our policies
are not conducive to invest-
ments and thirdly, the busi-
ness communily doesn’t seem
to have much confidence in
what lies ahead resulting in
the private sector remaining
shy. [s the disbursement too
slow and could we do better?
Is the criticism that our poli-
cles are not conducive fo in-
vestment, in line? Why do you
think the private sector is shy?

EC: Of course, we have
room for improvement in the
disbursement side. But, | think
in order to make a compara-
tive judgement, we have to
compare with standards which
have been laid down interna-
tionally. To make an informed
assessment of the magnitude
of the problem, it is perhaps
necessary (o measure
Bangladesh's performance
against certain prescribed and
accepted criteria. The criteria
used by the World Bank(WB)
and others to assess disburse-
ment performance are as fol-
lows: food aid--use of 100 per
cent of the opening pipeline
plus 75 per cent of the new

commitments for the year;
commodity aid--use of 75 per
cent of open pipeline

plus 25 per cent of the new
rommitments and for project

Al -using 20 per cent of the
opening pipeline during the
year. Now, these are, of course,
rules of the thumb, but they
make sense. For example, the

prescribed limit for every year
and they cannot cross that
limit. Britain has a prescribed
limit of about 30 to 40 millijon
dollars and the WB, Germany,
France and others also have
their own disburscment limits
for a particular year. So, il that
is the case, ald disburscments
have to be seen in the light of
annual availability of funds and
the declared amount of com-
mitments. They have to be
viewed together.

Thirdly, there are some dif-
ficulties, bottlenecks if you
like, on our part which slow
down disbursement. There are
accusations of delay in land ac-
quisitions, delay in procure-
ment of goods and scrvices,
absence of forward planning
and some management weak-
nesses. These have becn gen-
crally taken to be the main
bottlenecks on our part, which
we need to overcome. At the
same time, we normally have a
very large Annual Development
Plan(ADP), which is a little bit
unrealistic and does not reflect
the correct position. One of
the reasons why the Planning
Commission wants to have
more than a realistic or
achievable ADP is to keep the
target a little higher, so that
efforts continue to increase by
generating additional momen-
tum. |

DS: Would you elaborate on
the possible reasens for having
a large, unrealistic ADP? And
how does it affect disburse-
meni? Does stipulations [m-
posed by the donors also affect
disbursement?

EC: | think having a large,
unrealistic ADP is the main
reason why it is sometlimes
said that our aid utilisation {s
not very good. Actually, you

know, what happens is we

normally drop a very large
portion of the ADP and it {s not
always rclated to aid disburse-
ment projections. So, when
liberal, the ADP is actually re-
duced, the original allocation
and actual achievement is be-
low the original ADP. and that
is when the questions aboul
the implementation capacity
arises and it becomes an oft-
quoted question. The point

is this, as | mentioned
carlier, that to achieve a five
per gent growth rate, dis-
bursement has to rise signifi-
cantly above the current levels.
But, a lot has to be done on
both the part of the recipicnits
and the donors. | mentioned
earlier about prescribed limits
imposed on different donors
by ‘their own treasury, which
can restrict disbursements.
Furthermore, prescribed rules
and regulations of the donors
also sometimes come into con-
flict with those of the recipi-
ent country. Take for example

the t,u:ntlnn of appointing
consullants within Ucd assis-

tance, Recently, the Shipping
Ministry wanted to appoint a
consultant for an assisted pro-
ject, the donor country pro-
vided only one name. But the
ministry asked for the names
ol at least three consultants,
out ol which one can be se-
lected. As it was a tied aid and
as pcr the agreement we had
to sclect a consultant from that
particular country. But the
donor country refused to pro-
vide any other names. So,
there followed an cxchange of
letters and the debate and ne-
gotiations continue. Small
things like this and there are
also others. Specially under
tied grants we have to obtain
the products from the donor
country under prescribed con-
ditions. What happens {s, say,
quotations are invited and only
two parties respond and you
find that the
much higher than the interna-
tional price. Now, under our
laws and regulations we have
to have a minimum of three
guotations, What do we do?
The donor country insists on
making a selection out of the
two, which we know is at a
higher price and we are paying
for it. But, the donor country
may insist on sclecting onc of
the two saying that the prices
may be even higher under new
quolations. We argue that it
would pose problems for us in
that there may also be charges
of corruption against the per-
son authorising it. So, there is
delay. One doesn't want to take
a decision. There are also
other reasons, | am just giving
you a [few examples which
makes it very clear that the re-
sponsibility for eflicient dis-
‘bursement not always Hes with
the recipient, it could be on
the side of the donor country
as well. |1 differs from casc to

8% the question ol the poli-
cies not being conducive to in-
vestments, [ think in making
these policies the government
consulted a number of interest
groups and lot of discussions
were held. To the best of my
understanding and belief,
these policies did take into
considerations the specific dil-
ficulties that were raised. Now,
anyone can point out that this
particular point in a policy is
wrong and should be changed,
one can understand that. But, |
think it may not be appropri-
ate¢ 1o say in very general terms
that policics are not conducive
and so things arc not moving.

quotied price s’

In that case | would request
the person or group to come
up with specific suggestions on
how these policies could be
modificd or improved. The
policies adopted are the re-
sults ol deliberate discussions
with our donors. Say for exam-
ple, in the field of trade and
industry, Lthey follow from the
ISAC-2, the agreement that we
have signed with the WB. |
dont think a donor can
outright dismiss the policies
by saytng that these are not re-
alistic or that they don't take
care of the [elt nceds of the
country. An effort is always be-
ing madc to improve things.

DS: [3ut is there a problem
in the implementation of these
policies? Why is the private
sector apparently feeling shy
to come forward? -

EC: Well, there¢ could be
problems in implementation of
the policies, | don't deny that.
If the policies do not generate
the desired results there must
be  difficulties somewhere.
These have to be identilied
and there s absolutely no
doubt about that.

" lHowever, on why things are
not moving, in the macro level
there may be some diflicultics
which should be identified and
removed. But even if you talk
in terms of figures, this year
the imports rose, there have
been more exports, inflation
has been kept under control
and the [ood output has also
been good. So, it is very difli-
cult to say, [ mean statistically,
that we have not been faring
well. | think it is only a ques-
tion of comparative judgement.
The expectations in the minds

" of people is perhaps very high

now, people would like to see
the economy jumping, that we
are going ahead by leaps and
bounds. And so, il they com-
parc the achievements with
their expectations and do not
feel completely satisfied, there
is an element of frustration. |

think that is the main reason
as the figures speak differently.
Even the disbursement of for-

eign aid has been the maxi-

mum in the history of
Bangladesh during the first
quarter of the current fisecal.
year. The aid disbursement for
FY 93 is estimated at 1918.5
million US dollars, with 250
million dollars in food aid, 500
million dollars in commodity

aid and 1168 million dollars in |

project aid. ~_The overall.
disbursements during the first

uarter stands at 618 million

ollars and the project aid
amount {s 377 million dollars,
which i1s 33 per cent of the
yearly estimate. So, you see the
overall disbursement along
with the project aid disburse-
ments compares very
favourable with our achieve-
ments in previous years and
not only that but also to the in-
ternationally set standards de-
scribed cr.

DS: Do the conditionalities
sometimes Imposed by donors
create difficulties? Are they
too stiff and, as alleged by
some, fail to adequately take
into account the Intermnal df-
mensions? :

EC: Yes, they do. For exam-
ple, there are such conditions
Itke bringing about legal re-
forms for implementation of
ISAC-2 or some other agree-
ment of this nature. Now, we
agree that certain legal re-
forms have to be e. But
undertaking certain legal re-
forms within a prescribed time
limit may not always be possi-
ble and it may not be desirable

either. Secondly, take the
question of withdrawal of sub-
sidy from the Itural sec-

tor. Now, as you know, there
arc different views on this.
People even sometimes dis-
pute whether it is desirable to
withdraw the subsidies at all
from the sector, But it is a very
strict condition on the part of
donors. It puts us in a very dif-
ficult situation. The govern-
ment has withdrawn the sub-
sidy, because the conditions
stipulate it and at the same
time some people t that.
withdrawal of subsidy
would bring about an element
of effort on the part of the cul-
tivators and that they will do
whatever 1s possible to in-
crease the production. But
then, you see, here the farm-
¢rs are under pressure,
Moreover, the agricultural
loans had to be stopped at the
behest of the donors, after the
government had watved the
agricultural loans of upto Taka
5000. Now, here again the
donors are very stlff on the
conditions, they do not even
want to appreciate that the
waiving of the loan had taken
place in the backdrop of very
difficult situations like floods,
cyclones, natural calamities
and what not. The poor cultiva-
tors were really hard hit, they
had no capacity of paying back.
| think it was a very unrealistic
way of looking at things.
Now, look at the cnergy

sector. The donors insist that
unless decrcase the sy ~tom

loss to than 30 per cent or
so, assistance to the cnergy
sector will not be resumed.
What we see as a result is that
unless we have adequatc en-
ergy available, we cannot come
out of this. This could relate to
your earlier question about the
private sector being shy.
Because, one of the first things
the private investor would look
for is an assured supply of
power. Now, why is it like
this? Of course, it is true that
and the government also
agrees that such clement of
system loss cannot be there
and has to be reduced. But, by
stopping new investments in
the sector what is happening
{s power is being madec more
scarce. And scarcity leads to
corruption. This is something

inent, very recently, has dom
very well In macro-economic
management and has been able
lo muster a very great amount
of local resources. WE Bre
being able to provide the re-
guired internal resources for
any assisted development pro-
jects. Having said that our re
sources are limited and | think
we will most certainly have lo
depend on foreign assistance.
S0, | dont think we would be
keen on asking for a lower
level ol assistance. But this
does not in anyway indicate
that we dont want to be self-
reliant and achieve indepen-
dence in the management of
our resourcecs. Maybe, i we
have more resources, we
would be more choesy in ac-
cepting foreign aid. It would be
good for us , qualitatively it
would be much better than,
pcrhaps, whal we are getting
at the moment.

DS: What kind of changes

do you foresee in gathering ex
ternal resources in the back-
drop of the changing global aid
climate?

EC: | think, there are two
things we will have to be very
careful about. Firstly, as | said
before, we cannot be assured
of anything now. We cannot be
sure Lhat pcople would be very
keen on giving us assistance.
The compelling reasons for
providing assistance are no
longer there and no country
worth its name sticks so much
to principles when her vital in-
tercsts or for that matter trade
or political intercsts are at
stake. And we have also seen
that donor countries some-
times cmploy double stan-
dards. For Bangladesh, the ma-
jor aspect would be to improve
our rformance, not that we
are doing badly but there is al-
ways room [or improvement.
Because this would make our
claim much more authentic
and strong and we can speak
with a sense ol confidence. In
order to do that and also to
run the ment in a betler
fashion, it would be very im-
portant to ensurc that the
right people are al the right
places. And that they continue
there for a good length of time.
This a problem which even the
donors point out that project
management suffers because of
quick changes. Sccondly, we
must have very qualified peo-
ple. For that you would require
a trained core of people who
would be able to get responsi-
bility at an early age. But, be-
cause of the changes in the
civil service structure after in-
dependcnce, we are not seeing

the emergence of civil servanis
who may be able to take the
hcavy responsibilities in the
time to come. This is some-
thing which people are not
only becoming apprchensive
about, but | think it is almost
becoming a reality. And if that
is the case, then we will have
problems, say, for example in
bilateral relations where we
have to meet at par with rep-
rescntatives from other coun-

There are different views on the question of
withdrawal of subsidy from the agricultural sector.
However, this is a strict condition on the part of
donors. We are put in a very difficult situation.
Again, donors are being unrealistic in the
assessment of the energy sector. So, conditions they
prescribe are unacceptable.

which you have to deal jointly,
collectively and from all sides.
It is true that one has to be
very strict with the energy
sector, We are not going {o in-
vest in the sector unless the
people really mend their ways
and bring down the existing
rate of system loss. But there is
a limit and there is a time to
punish and a time to reward.
That has to be understood. At
this point, we are not punish-
ing the culprits anymore. In
fact, they are actually benefit-
ting from the scarcity that has
been created. Now we are re-
ally punishing the pecople who
are trying to. invest, the en-

eneurs and industrialist,
and the load-shedding is also
affecting the common man. So,
here we think that the donors
are being very unrealistic in
the assessment of the situation
and the conditions they are
prescribing are not only unre-
alistic but are also unaccepl-
able.

DS: Do you see any possibil-
ity of Bangladesh seeking
smaller assistance in the near
Juture as more and more (n-
ternal resource is mobilised?

EC: Well, I think not per-
haps in the immediate future.
Because, the need Jor a large
pipeline or for {ncreased
commitments would still be
there as Bangladesh would ltke
to have more than a five per
cent rate per year, So,
if that is the case, the dis-
bursement has to be higher in
line with higher economic ac-
tivity. And, since in any case,
the internal resources would
continue to be limited inspite
of the fact that the govern-

trics. We have-to have pcople
who can rise upto the chal-
lenge and represent the inter-
eslt of the country. Caution,
carefulness and sticking to our
own set norms of conduct, |
think these things will
increasingly become more and
more important,

One important thing is that
the officials should maintain
their objectivity, neutrality and
ellectiveness. You see, it is very
casy for any political govern-
ment to make officials work
for themselves for partisan
motives, but then if one is a MHt-
tle foresighted, one would see
that one would lose out in the
long run. Objectivity and ncu-
trality are important not only
in the [ield level but also at the
policy-making level. °

DS: When did you join the
civil service? Would you please
recap some of your experience
in your long and distinguished
career?

EC: 1| Ciwvil

joined the

“Scrvice of Pakistan in 1960.

We used to have our training at
the Civil Service Academy at
Lahore. It was an expensive
training programme, but altcr
having spent more than three
decades in the civil service, |
think it was time very well
spent. And, | think, the in-
vestment of the government
also brought in good dividends.
Personally, | have had the op-
portunity to work in some
challenging positions. My first
posting was as Sub-Divisional
Officer at Sirajganj, then | had
posting in the Cooperative
Department, Agricultural
Development Corporation and
in the districts of Chittagong,

Jessore and Khulna. | also
worked in the Commerce and
Industry Department at the
Directorate of Supply and
inspection. | was also the ju-
nior-mest person to be
awarded a civil honour,

Tamgha-i Pakistan, for relief
and development work in the
districts | was posted in. After
independence, | was the first

Jﬂlnlﬁrrl.'tuz.mtudyl
the lone one -hdq::

be appointed for beoth the
ministries of commerce and
industry. Then, as Jeint
Secretary of the Commerce
Ministry, | had the privilege of
negotiating with a score of
countries and concluded a
number bf trade agreements. |
also led the delegation at the
UNCTAD-3 scssion in Chile in
1972, where Ba be-
came a member of an interna-
tional organisation for the first
time, long before she became a
member of the United Nations.
Later, | was also with the
Export Promotion Bureau and
also did a stint as the
Economic Minfster at the High
Commission in London. That
posting gave me an exposure
to diplomatic life and | came
in contact with an industri-
alised country. |1 was also
elected President of the
Association of Economic
Representatives in London for
two years. | also spent five
years as an UN official at
ESCAP in Bangkok. That also
gave an oppoftunity to learn
about international coopera-
lion, specially with a regional
lavour. After returning to gov-
ernment service again, 1| was
Sec at the ministries of
Planning. Shipping and lastly,
since 1988, at the Economic
Relations Division(ERD)} of the
Finance Ministry. While at the
Shipping Ministry, | was
clected president of the
International Maritime
Organisation(IMO) for a term
of two years. That was the
highest position, | must most
humbly add, that any
Bangladeshi had achieved in
any international organisation.
That was a unique privilege
that | had and [ cherish those

days with the IMO.

There were many Interest-
ing incidents which happened

"during my long civil service

career. | would just like to
mention just one such inter-
esting episode; as the first
government functionary to be
sent to China in early 1975, to
conclude a trade agreement.
Alter negotiations in Canton,
we signed a memorandum of
understanding. through which,
China, for the first time ex-
tended de facto recognition to
Bangladesh. That was a very
delicate experience and |
think one of the most fruitful
experiences that 1 have had in
my career.

DS: How do you look at your

new tment as the Vice
President of the Islamic
t Bank{IDB)?

EC: | look forward to it with
a lot of hope and confidence,
Confidence, because | think
my past experfence has given
me a solid basis of being In a
position to deal with the type
of situations that | may have to
face. Hope, because | think
that IDB, which {s the premier
financial organisation of more
than 45 nations, would me
an opportunity of working ef-
fectively for the cause of the
member countries. The reali-
sation of the importance of [DB
on the part of the member
countries is also there, which
is reflected in two recent de-
velopments. They have in-
creased the authorised and
subscribed capital of the bank
and secondly, the bank has
also opened a window [or the
Least Developed Countries.
Bangladesh has playcd a major
role in affecting these chanﬁn.
I have also found out that
members of the bank are quite
willing to assist each other not
only through the bank but also
using the forum to establish
mutual economic cooperation.
And now since Lhe global eco-
nomic environment is chang-
ing with the formation of
trading blocks all around, the
importance of this bank will
increase.

DS: How much assistance

does Bangladesh receive from
IDB and is there any possibiity
to increase allocations (n the

Juture?

EC: It is not much com-
to the WB or the Asian
Development Bank, but over
the years we have obtained
over 700 million dollars for
various infrastructural and
other projects. It is much
easfer to negotiate on loans
from IDB and the conditionali-
ties are not stringent. There is
ample scope for Bangladesh to
increase allocation from the
Bank, specially through the
newly set up LDC window.

DS: Thank you Mr.
Chaudhury. Wish you all the
best in your new assignmendt.



