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The thesis is a study of Forei6n iid anI aural Deve-

lopment in Banludesh Jurin the period fr'	1972 to 1985.
The study focuses on the web of relationships between the

foreign aid and rural dev1opment and 60veriiijicilt policy

towards rura: developmet involving fore-in aid,

alys in the role of forei	aid in ural dvelopment,

q uestions have been souht: (1) What
is thestate of rural poverty in Bangladesh? (2) What is
rural development? (3) Vhat types of foreign aid are given
to Ban;ladesh? (4) How foreign aid s utilised? (5) What is

the role of the governmsn± in rural development? (6) What are
the constraints to rural development? A socio-ecohomic fea-
sibility study is also made on a particular area, named the
Path akhaii-Konai Projects at Mirzapur(Tangail)

The thesis makes th cervstions that a rational appro--

ach based on priority basis should be followed in the uti-
lisation of foreign aid to promote rural development, which
should be fitted with lidra-structural changes enabling the

rural pool' to have increased and effective participation in

the developmental activities including the process .of dcci-
s1.-;naking nu o•cision-impiementing.38

T1
-	 LLIRRY

esw" rt.o the fo11owin

Dhaka University Institutional Repository



ny research vork is strenuous and panntaking.

It requirt-s hard labour of th researcher under uidar1oe
of an expert on the 1;opic.	.rtually the research fellow

s to find out soure i trial of the topic end depict

it in form oi a treatise. The research work has to be

carried out throiuh different stages step by step. It

is a fact that while Joil! the research work oe comes

into contact with many persons in way of collection of

materials and natura]1v the fellow remains indebted to

hel pful persons. o is tile case with me.

TYiy first and greatest indebtedness is to my super-

visor Professor Emaud din imeJ, Pro-Vice-Chancellor,

University of Dhaka, for his mtiring and patient guidance

in carry i ng out my research. I can humbly tell that without

his great care, keen interest and deep i1.Lsiht into the

sub j ect matter, it vJocld not have been possible for me

to complete the present study. I must ac:knowlede the

debts and gratitude to my parents who were my donstant
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sources of inspiration a	iicouragement whilo doing

this research. I can see that I had to carry on my
study , in the midst of a lot of troubles and difficulties

but I am happy that my husband was very helpful arid

decent to me all the time. IV7 y gratefulness is also to
Dr. Harun-or-Rashid, Assistant Professor, Department

of Political Science, Univor-iity of Dhaka, for his

careful readig of the manuscript and valuable comments.

I must exrress my gratefulness to the University

of Dhaka for awarding me a scholarship for a year to

cary on the present study. I am also grateful to the

staffs of a number of institutions including the Dhaka

Univers:hty Library, the Planning Commission Library, the

:xternal Resources Division, National Institute of Public

Adiiinistration, Bangladesh Institute of mt eriationa]
$tatgic Studies for their all cooperations and assis-

tance. Lastly, I am thankful. to Illius and Bimal of the

University of Dhaka for their neat typing of the manuscript.
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CHAPTER -ONE

INTRO D U CT ION
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Bangladesh is an overwhelmingly rural country. It has

the fourth highest rural population in the world. Only China,

Indonesia and India have larger absolute population but none

of these has such a high proportion of the total population

living in rural areas and dependent on agriculture. The teem-

ing millions of this country however live in a beautiful lush

green environment under severe physical and economic strains.

They are very simple, ethnically homogeneous, speaking one

language, hospitable to guests and demanding a minimum for

life comfort.

Of its 95 million people, 91 percent live in rural

areas and 75 percent are engaged in agricultural production.

The rural people are however extremely poor.

Bangladesh is one of those countries however which

have' been receiving large quantities of foreign aid. Bangla-

desh gets approximately 1.5 $ billion of aid every year and

that accounts for nearly 50 percent of its total revenue

budget, 80 percent of its development budget and about 10

percent of the Gross National Products. Aid is given to

Bangladesh expressly for the purpose of eradicating poverty

and strengthening the economy. But it is surprising that

the poverty has been increasing day by day with the increase

I
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of foreign aid. Foreign aid has failed to eradicate poverty

in rural Bangladesh.

This gives rise to a number of questions. Why rural

poverty is not eradicated, though the quantum of aid is

increasing ? .What is the extent of rural poverty ? Has it

any relationship with the process of aid utilization ? How

is foreign aid used in Bangladesh ? This study is an attempt

to analyse these questions.

Rural development aims at satisfaction of basic needs

of the rural people such as - food, clothing, shelter, edu-

cation, social security, medical facilities, recreational

facilities and so on. The program of foreign aid has been

initiated to alleviate rural poverty. Socio-economic develop-

ment is the primary objective of foreign aid.

There are some works on the nature of rural development,

rural poverty and of foreign aid. Kamal Siddiqul has analysed

the conditions of poverty stricken rural people in Bangladesh.

He has analysed the effects of resource inflow on production

and distribution, particularly in the rural sector. Rehman

Sobhan has also analysed political economy of foreign aid to

Bangladesh. All these studies have discussed the problems of

poverty and aid in general terms.

I
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This study seeks to analyse the impact of foreign aid

on rural poverty. Is rural poverty affected in any way by

foreign aid ? If not, why ? What should have been done in

that case ? Taken the specific case study, we have tried to

study it in depth.

In this study we have followed the analytical statisti-

cal methods. We have also taken help from secondary sources,

i.e., documents and other writings of different authors

regarding foreign aid and rural development in Bangladesh.

We have also collected information from news paper reportings,

government documents and publications. Finally I have also

made a field work in the rural area on a water development

project, undertaken by Netherland Technical kssistance Pro-

gramme.

The study is divided into some chapters. The introduc-

tory chapter opens the discussion about the rural poverty

and foreign aid and the background to the present study. In

the second chapter, the nature of rural poverty in Bangladesh

has been discussed. Chapter three has focussed on the extent

of foreign aid and the amount of disbursement of foreign aid

per year from 1972-1985. The fourth chapter examines the

(
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nature of utilization of foreign aid. The fifth chapter

examines the government bodies on rural development. The

sixth chapter analyses the socio-economic study of

Pathakhali Konai Project. The seventh chapter analyses

the development strategy and comes up with some

observations.

H

go
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CHAPTER - TWO

NATURE OF RURAL POVERTY IN BANGLADESH

p.
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Definition of Poverty

The definition of poverty is very relevant though

subjective in nature. The real problem in analyzing

poverty refers to scarcity or insufficiency of resources

in some sections of the population and in some areas, an

area which lacks the means to eradicate its own poverty.

-4

	

	The most difficult task is to define absolute poverty.

In this respect two criteria are available in the existing

poverty literature: maximum needs and acceptable needs.

The second approach developed mainly by UN and ILO experts

- poverty in terms of lack of basic human needs. Drawanski

and Scott draw up an hierarchically arranged list of such

needs:

Basic physical needs

1. Food (Nutrition)

2. Shelter

3 . Clothing

4. Health

0	.
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Basic Cultural needs

1. Education

2. Leisure and recreation

3. Security

Higher needs

1. Surplus income

2. People's participation in development agencies.

While describing poverty in Bangladesh, Khan (1970-80)

lists the following as "core basic needs", food, clothing,

shelter, health, education, drinking water and acceptable

per capita requirement of each of these items. For him the

cost of these basic needs constitute the poverty line.1

Poverty means an unequal distribution of property in

a broader sense; it also means an unequal distribution of

power. People are poverty stricken when their income, even

1. A.R. Khan, "Basic needs Target: An Illustrative Excercise
in Identification and Quantification", in D.P. Ghai, The
Basic needs approach to development, Geneva, ILO, 1977,
p.80.
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if it is adequate for survival falls markedly below that

of the community. Then they can not have what the larger

community regards as the minimum necessary for decent

living.

Poverty is both an absolute and relative term. In an

absolute sense, it means lack of resources for specific

needs. In a relative sense, it refers to the extent of

these resources in comparision to what other individuals

in the society have. A poor urban family today may have

technological possessions and education superior even to

those of the upper socio-economic groups in rural areas.

Townsand defines poverty as an inequity in the distribu -

tion of five resources including cash income, capital

asset, occupational fringe benefit, current public services

and private income in kind. Explanation of poverty in bour-

geois social science may be defined as follows:

1. An explanation in term of individual attributes;

2. Cultural possessions;

3. Explanatioh in term of the role of public social

service.

F,
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Explanation emphasising the relationship between

individual and poverty as stemming from limitations,

maladjustments and deficiencies of individuals refers to

poverty in terms of their biological endowment, economic

capacity and psychological equality.

Analysts can endlessly argue about the nature and

depth of poverty without reaching unanimity but there is

no denying among them that Bangladesh is one of the poorest

countries in the world and majority of the people are

poverty stricken. What is more alarming is that the level

of poverty is increasing and increasing fast.

Per Capita Income

The dimension of poverty in Bangladesh is reflected

in many ways. The average per-capita income is very low

and that is very unevenly distributed in society. In 1977
World Bank Atlas, Bangladesh was placed second from the

bottom, just above Bhutan on the basis of per-capita income

i.e., in Bangladesh $ 90 in 1975. In 1978 it was sixth

from the bottom; the other five were Bhutan, Ethiopia,

Dhaka University Institutional Repository
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Laos, Mali and Ruanda. 2 Even during 1981-82 the per-capita

income remained stationary at $126. The government of Bangla-

desh has recognised an income of 100 as the poverty line

and according to government estimate 80 percent of the total

population is living below the poverty line. Per-capita

income during 1984-85 was $160.

Food (Nutrition)

Since per-capita income is not seriously taken as the

indicator of poverty these days, for a real picture of

poverty we can take a look at the daily food basket. In

Bangladesh it consists of 8 ounces of rice, 2 ounces of

fish or meat, 1 ounce of pulse and some vegetables. A

household which can arrange such food by its income is

lucky, though such food has never been considered balanced

and not at all adequate for health and energy. In Bangladesh

however more than 85 percent of the rural households fail

2. Dr. Imajuddin Ahmed Bangladesh: Rajnitir Goti Prakrity
0 Onanya Prabandha Bangladesh: nature and dynamics of
politics and other eassays) Dhaka, Book Society, 1982,
P.P. 113-15.

Dhaka University Institutional Repository



18

to arrange such food regularly throughout the year.3

A National Nutrition Survey, undertaken in 1962-64,
indicated that at least 45 percent of all rural households
had calorie in-takes below the acceptable levels. 4 The

declining food availability per head has resulted in fur-

ther deterioration in the overall food and nutrition situa-

-4

	

	
tion since then. 5 The second nutrition survey, undertaken

in 1976, showed that average daily energy intake became
150 calories less in 1976 than in 1962-64. The survey fur-

ther indicated that a food basket of an average Bengali

household could generate only 2094 calories which was 7
perc,ent less than the minimum requirement. In the poorer

families it was much less. In fact, the average daily intake

in 59 percent of rural households does not exceed 1500

3. Dr. Emajuddin Ahmed	and Saaduddin	"Bangladesh;
Rural Poverty and Foreign Aid", Journal of Social Studies,
vol. 25, 1984, C.S.S.	Dhaka University, p.36.

4. Quoted in Stefan de Vylder and Senial Asplund, Contradic-
tions and distribution in a rural economy. The case study
of Bangladesh, SIDA, May, 1979, p.7.

5. Per-capita availability of food is declining in Bangla-
desh. While it was 361 pounds per year in 1973-74, it
came down to 352 pounds in 1977-78. For more on-this see
government of the people's Republic of Bangladesh, Bureau
of Statistics,Statistical Year Book of Bangladesh, Dhaka,
1979, p.463-68.
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calories. 6 The,TSN statistics also revealed that Bangladesh

had in the early 1970s the lowest average energy intake

per head among the twelve developing countries in Asia.7

The situation has worsened in the early 1980s.

Out of total population more than 85 percent live

below the poverty line, more than 60 percent take less

than the minimum calorie requirement, 67 percent suffer,

from protein defficiencies and more than 70 percent are

suffering from anaemia. 8 The average life expectency is

only 47 years. In a nutrition survey conducted by some

scholars in two union Parishads i.e. Chander Kandi and

Mominpur, it was found that 23 percent of villagers in

those two Unions comparising 30 villages could afford to

eat meat only 12 days in that year and 11 percent of them

could eat meat only on Eid days.9

6. Dr. Emajuddin Ahmed, Bangladesh: Rajnitir Goti Prakrity
O Onanya Prabandha, Dhaka Book Society 1982, p.113

7. AO/TJNDP government of Bangladesh Agricultural Mission,
Nutrition Working Paper III, Dhaka, 1977.

S. Dr. Ernajuddin Ahmed and Saaduddin	. . . op.cit,
P-37.	 -

9. Dr. Emajudd.in Ahmed and	Saaduddin •••• ibid.,

1-
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The worst sufferers are in fact the children who are

the future of the nation. 82 percent of them do not have the

minimum heamoglobin in their blood, 25 percent of all child-

ren are seriously malnourished and 50 percent of them are

moderately undernourished. Approximately 50,000 children

become blind due to lack of vetamin A. 1 ° The rate of infant

mortality is 140 per 1000 live births and one in every four

dies before the age of 5.	 In the words of AID economists,

F. James Levinson - "Second and third degree malnutrition

among children below the age of three increased from 50

percent in 1964 to an astounding 75 percent in 1976. The

figure compares with less than 20 percent in most of Latin

American countries and less than 4 percent in chile.1112

While the nutritional level is alarming, poverty in

terms of clothing is really shameful. In Bangladesh, per-

capita consumption of cloth is merely seven yards. 13 Only

10. Dr. bmajuddin Ahmed. and Saaduddin, .. ........ .op.cit.,
P-37.

11. Th.

12. Ibid.
13. Statistical Yearbook of Bangladesh, op.cit., p.468.
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a pair of Lungi, a Shirt or a T Shirt, and a pair of

gamcha (long napkin) are what an adult made uses through-

out the year. An average Bangali woman can afford to use

only one sari and she wears that in most cases without

patticoat and a blouse. In warm weather, cloths are not

indespensible for bare survival, but what is needed for

a moderately decent living is beyond the means of not less

than 45 percent to 47 percent of the total population in

rural areas; 55 percent of the children of 5 years of

age and below never gets new clothes.14

In rural Bangladesh dwelling of an average Bangladeshi

consists of a few thatched hutments, made of bamboo sticks

and diverse dry straw and grass. Some of these may have

mud wall but the floor is in more than 90 percent cases

earthen. These huts may last for 3 to 4 years. The members

do the cooking either in an open space beside the huts or

in an improvised kitchen of thatched roof with or without

walls. The dried up leaves or stalkes of plants or herbs

14. Dr. Emajuddin Ahmed - Bangladesh: Rajniti.r .....,
op-cit., p.115.
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are generally used as fuel in more than 85 percent house-

hold. A number of chouki or Khatias (rope woven beds),

earthen cooking materials and pitchers, a few plates,

generally of aluminium and other agricultural implements

are what an average household have. They do not have

tubewell or other sources of pure drinkin g water near them

and almost all have no electricity. 15 The consumption of

industrial consumers goods is practically nil.

Poverty is a culture bound concept. The people who

lack education and skill, who have bad health, poor housing,

low level of aspirations and high level of mental distress

- they are poor. They are, in the language of sociology,

multi-problem families. The intensity of poverty is equally

felt in the towns and cities. In 1980 in Dhaka city itself

7 percent of the inhabitants had to go to bed without

supper and about 11 percent of them were not sure whether

they could eat that night. 16 The severity of poverty is

however more intense in the villages than in towns and that

is mainly due to the existing socio-economic structure in

Bangladesh.

15. Emajuddin Ahmed. and Saadüddin,	op.ci-t., p.38.

16. Dr. Emajuddin Ahmed, Bangladesh: Ranitir ...., op.cit.,
p.116.
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Health

For most people there is a complete lack of public

health services. The total number of physicians and den-

tists has been lower these days than in 1961. The Lann-

ing Commission has itself acknowledged such pathetic con-

ditions of rural areas, where there is almost a total

absence of health facilities. 17 The health of the poor

has sharply deteriorated over the years.

Education

About 80 percent of the total population in the

rural areas are illiterate. What is unbelievably true

that the absolute number of illiterate persons in the

country is gradually increasing; of course, higher educa-

tion is spreading,but that is mainly for the urban based

upper and upper-middle classes. Adult education centres

and literacy programmes have very little impact on the

rural population. In the villages education is spreading

17. The government of the people's Republic of Bangladesh,
Planning Commission, The First Five Year Plan- 1973-78,
Dhaka, 1978, p.498.

t

Ij
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but that is mainly for the upper landholding classes. The

picture of the female education is still more dismal.

The economy of Bangladesh is agro-based. 91 percent

of the population live in the rural area. The sources of

income of rural people is land and farming. There is twenty

five million acres of cultivable land for 95 million people

in Bangladesh. The majority of the people live in rural

areas and the development of ruial areas means development

of agriculture. Our industries are dependent on agriculture.

Land is the most important source of employment and income

in rural areas. It also represents both economic and social

status. But land ownership is very unevenly distributed.

According to the 1977 land occupancy survey, about

50 perôent of all rural households owned no cultivable

land other than their homestead and 15 percent of them

owned some land other than their homestead but not exceed-

ing 0.5 acre. The total number of persons belong to these

categories is apprqximately 45 million in Bangladesh. They

are the poorest of the poor.
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The level of rural poverty in Bangladesh is alarm-

ingly high. What is more depressing is that it has been

increasing very fast. Analyzing the minimum nutritional

level and monthly income required by an individual for

his maintenance - A.R. Than showed that only 40 percent

of the people in rural Bangladesh lived below the poverty

line in 1963-64 and only 5 percent of them suffered from

extreme poverty. Then in other words, poverty and extreme

poverty grew in the decade 1963-64/1973-74 at a rate of

25 percent and 80 percent respectively. 18

About two third of rural households own some firm

land and most firms are small.. The average bei ng 3.75 acres.

Population growth has a serious impact on it; while the

well-to-do have managed to hold on, or increase their

land-holdings, the rest of the people have experienced a

downward trend with some of them ultimately ending in

landlessness. In the words of Stefan de Vylder, "the number

of landless has been increasing between two and three times

18. A.R. Than, Poverty and Inequality in Rural Asia,
Geneva, ILO, 1977.
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faster than the agricultural population during the last

15 to 20 years". 19

Water is the most important resource and poor house-

holds haye very limited access to it, though access to

water determjnto a large extent the cropping intensity

and agricultural productivity. The most important assets

of Bangladesh are its land, manpower and water. Rice output

per acre in Bangladesh is only one quarter of that of Japan

despite the fact that the soil and climate of Bangladesh

are more favourable.20

Women folk constitute almost 50 percent of the total

population and their role in the production and income -

generating activities are significant • A study of the-

activit-ies in the society and the nature of its underdevelopment

will remain incomplete without reference to the role and

status of the woman. In rural areas early marriage is

common; even the women get married when they are not even

19. Stepfan de Vylder and Denial Asplund, .... op.cit.,
P19.

20. Mohjuddin Khan Alamgir, Development Strategy ft
Bangladesh, Dhaka, Centre for Social Studies, 1980,
P-5.

S.
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10 years old.. These women get divorced and subsequently

remarried. The reasons for such divorces lie in poverty.

Dowry is another acute factor causing divorce.

Prom these discussions, it can be seen that in the

rural area of Bangladesh the core of basic needs is

spatial. Lack of education, low productivity in agricul-

ture, problems in land reform, women degradation etc.,

•	are the features of rural life. All these things have

bearing on the country's low per - capita income and GNP.

go
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CHAPTER - THREE

FOREIGN AID IN BANGLADESH: SOURCES, EXTENT AND TYPES
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The vicious circle of underdevelopment is evident

everywhere in Bangladesh economy. Absolute poverty,

unemployment, undernourishment, unhygenic living condi-

tions, low productivity and investment pervade the economy.

Added to the normal indicators of least development, the

country is frequently devastated by natural calamities

like cyclone, flood, drought, sometimes all in a single

year. Death rate has declined substantially due to intro--	 H

duction of improved health car& but child mortality' is

still high and population is still growing at a high

rate. Per-capita income of Bangladesh is around US $116,

which is one of the lowest in the world. 1 There is little

savings for any meaningful investment for future growth.

In addition to the general problems of under-development,

the country is faced with food deficit to the extent of

about 1.5 million tonnes a year.

1. Government of the People's Republic of Bangladesh,
Ministry of Finance, External Resources Division,
flow of External Resources into Bangladesh, June
30th, 1983, Dhaka, p.1
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Management of external resources in Bangladesh

involves mainly the precesses of assessment, mobiliza-

tion,utilization and debt servicing of foreign loans.

Foreign aid is received in three distinct forms, namely-

1) Food aid

2) Commodity aid

3) Project aid, which again includes technical

assistance.

The quantum of external aid in a year or during a

plan period is an aggregation of the above three catego-

ries. The total development expenditure of the country

is met from external assistance and investment surplus

mobilised domestically. In fact dependence on foreign

aid for implementing public sector development programme

is now over 80 percent. 2 Commitment and disbursement of

foreign economic assistance in Bangladesh in the period

from December 16, 1971 to June 30, 1985 totalled about

$14,485 million and $10,336 million, respectively. 3 It

is indicated in Table-one.

2. Plow of External Resources into Bangladesh ...o.cit.,p.3

3. Ibid., p.13
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•

	

	The total foreign aid outstandings including the

undisbursed proportion were received from three main

types of creditors:

- Bilateral-official

- Multilateral and suppliers

- Financial institutions

The inflow of external assistance in Bangladesh

comes from different sources namely, the group of coun-

tries constituting the aid club, Centrally Planned

Countries, the OPEC countries, various international

agencies and others including India and Pakistan. Table-

two indicates the accounts of Foreign Aid to Bangladesh

from December - 1971 to 30th June, 1985.

As compared to the South Asian average, Bangladesh

received higher proportions of credit from multilateral

and supplier sources. The share of credit from financial

institution was very close to the regional average. The

share of Bangladesh in local outstanding external debt

in South Asia amounted to 1025 percent. The distribution

U
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of the outstanding external debt of Bangladesh for 1979

by types of creditors can be seen from Table - three.

Table - three

Distribution of Aid by type of creditors - 197

(in US dollar)

Types of creditors Bangla- South	% of % of Distri-;

	

desh	Asia	1 & 2	(1) ; bution

1. Bilateral	2113.6	26406.6	8.32 48.6	59.9
official

2. Multilateral	2012.6	15508.3 12.48 46.6	36.5
private

3. Suppliers	163.6	824.3	1.98	3.7	1.9

4. Financial	61.7	698.2	8.84	1.4	1.6
Institutions

5. Others	-	2.2	-	-	-

Total	4351.5	42439.4 10.25 100.00	99.9

Source: World Bank Report, page-133, R.P. 136.

Co

i
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Purpose of Foreign Aid:

The Bangladesh efforts for amelioration of massive

poverty before the liberation of the country. have been

inadequate. There were demands from all quarters to allo-

cate more funds for economic development to this area.

In most cases the demands were not met. After independence

national aspirations were high and the country tried to

move toward the path of self sutaining economic growth.

But the trade gap which was formidable at the time of

liberation, gradually widened after the liberation and

this increasingly led to a greater reliance on external

assistance. Bangladesh received foreign aid in small quan-

tum in pre-libeation days. After the liberation war, flow

of aid increased gradually and it was mostly. co-ordinated

by the United Nations Relief Operation in Bangladesh

(UNROB) at the beginning. The assistance during this

period was mostly for providing immediate relief and re-

habilitation to 10 million refugees. Side by side the re-

construction of economic and social infrastructure was

also undertaken. The relief and rehabilitation phase

Dhaka University Institutional Repository
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r.

lasted for about 1Y2 years since independence. Commitment

and disbursement of foreign aid during this period totalled

US $1,497 million and US $822 million respectively. The

First Five Year Plan was formulated in 1973. The plan

envisaged people's participation in development activities

and economic self-reliance, which could not be achieved

mainly due to domestic resource constraints and there was

no-other choice but to accept foreign aid.

Economic development involves a process by which a

backward stagnant economy gets transformed into a self-

sustained one. This process is generallycharacterized

by rise in levels of investments and savings,an increase

in human skills, progressive modernization of technology,

a substantial change in the composition of output and

employment, changes in social modes and outlook, develop-

ment of new institutions and the like. The process of

development requires that all or most of these grow pro-

portionately and simultaneously. All investments are not

necessarily productive and all savings cannot just be

productively invested without the availability of resources.
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1•

Foreign aid plays a dual role of providing both addi-

tional resources and foreign exchange; it relieves and

removes constraints imposed by the inability to adjust

the structure of production to the changing pattern of

demands in the short-run; in the absence of optional

allocation of resources it goes on substituting domestic

savings in the long-run. Thus other things being equal,

economic growth may not automatically lead to the closing

or reduction of the saving gap. One could expect that

most of the aid would have been invested for rural deve-

lopment; the picture is, however, different in Bangladesh.

In addition to the general problem of underdevelop-

ment the country is faced with food deficit to the extent

of about 1.5 million tonnes a year. Food aid constitutes

about 19 percent of the total commitment of foreign aid

to Bangladesh. The country has received commitments worth

about US $ 2,829 million in terms of food aid up to June

1983, out of this about US $2,770 million has been dis-

bursed. This shows-an utilization rate of about 98 percent.

Table - four shows the	amount of commitment and dis-

bursement of total food aid till June 30, 1985.
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After independence the food gap widened due to heavy

loss of production and growing population. Food aid is

only obtainable from the cereal surplus countries like

Australia, Canada, USA, Japan, West European countries.

Bangladesh also received wheat from the EEC and World Food

Programme. In time of emergency some other countries also

provided food aid. The food aid is negotiated with donors

on the basis of estimates, prepared by the government.

Food is a critical item for a food deficit country like

Bangladesh. But fortunately donors have also responded

promptly in their commitment of food aid in a particular

year, is disbursed in that year and the remaining balance

is utilized next year. Table- four indicates the donor-wise

commitment and disbursement of food aid in the country.

Many observers hold that food aid which currently repre-
1	

sents more than 20 percent of foreign aid to Bangladesh

40

and which account for more than 30 percent in the early

1970s offered minimum benefits to the rural poor. 4 The

4. Betsy Hartmann and James Boyee, Needless Jiunger:Voices
from a Bangladeh village, California, Institute for
Food Development Policy, 1979;B Hartmann and James Boyee,
Bangladesh:Aid to the Needy, Washington, Centre for Inter-
national Policy, Report IV, No.1, May, 1978; Stefan de
Vylder and Daniel Asplund, op. cit.
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food aid is channelized through the government rationing

system.

The commodity aid for Bangladesh is an important

component of foreign aid. Because of chronic balance of

payment difficulties, Bangladesh cannot import essential

development inputs and other commodities through cash

t
foreign exchange. Commodity aid finances much of essential

imports like fertilizer, Pesticide and small equipmnts.

It also finances substantial part of the country's import

programme and helps to maintain the flow of essential com-

modities in the domestic industries. In the process

commodity aid mobilizes local óurrency resources through

generation of counterpart funds which are channelled into

development projects. The request for commodity aid origi-

nates in the relevant agencies and administrative minis-

tries/Division on the basis of requirements. Multifarious

items are made eligible for import under commodity aid

in the process of negotiation with foreign donors.

Now-a-days commodity aid is available in tied and

partially, untied forms. A substantial part of this aid is
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however coining as grant from the U.S.A., the U.K., FRG,

Canada, provides on the basis of bilateral agreements;

Japan is also providing partially untied commodity aid.

At least three conditions need to be noted in connection

with negotiation for commodity aid . First, commodities

coming as grants are contingent upon surplus production

of those commodities in donors countries. This means

that commodity aid cannot be always obtained as grant to

meet the requirements of the recepient country. Second,

commodity aid supplements domestic local currency through

generation of counterpart funds, subsistance of commodity

aid by domestic production calls for the hard option of

vigorous mobilisation of more domestic sources. Finally,

given the differences of C & P/FOB unit prices of the

same commodity imported from different sources, appro-

priate price adjustments are made for making local currency

deposit into the government's consolidated fund by the

donor agencies. The level of commitment of commodity has

been flutuating from the high level of commitment of about

US $ 285 million in 1970-80 to about US $ 484 million in
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1982-83. Table - five shows that the commitments, dis-

bursements of commodity aid from all sources have totalled

US $4,035 million till June 30, 1985.

For implementation of development projects substan-

tial capital investment is needed. The donors are however

interested to see some tangible results out of their eco-

nomic assistance provided to the recepient. So, they have

preferences for projects aid; its disbursement is generally

slow compared to other two types of aid. While the utilisation

of food and commodity aid has been relatively rapid, th

disbursement of project aid have been relatively slow.

Over 98 percent of food aid ana 90 percent of commodity

aid have so far been disbursed. In case of project aid It

is only about 49 percent.

The poor people cannot expect any benefit out of it.

Project aid consists of about 50 percent of the entire

aid basket. Projects for which financing through foreign

5• Government of the People's Republic of Bangladesh,
Ministry of Finance, ERD, Flow of External Resources
into Bangladesh,	Dhaka, dune 30, 1983, p.5.

Dhaka University Institutional Repository



1)S

Cd

çq
9-IC)
0 r

ca'.0

0
0"
0

0\

0'
0

(V\N-

C')

S

S

a

-C)
H

H
,0

00

C)

M U2

r4 bO

1)
içq

Na
('4	

q4f
0)

N-
pq

C,S
Co

C)U-'
a

C')	0 H

U)
C)

H	C)
ci4)
0	0

(ID

('4
U-'

S

0
0

S.

qcf
CO
('4

S
'.0
0\
lqt

a
('4

GD
'.0
CO.

S
'.0
0

a
('4

-

N co 40 P 0 co .DC\J '.O	\ C\J U\	¼Qo o 0 ¼Q 0 \ CO	('4 Ln k D o oQ C'J	C\J 0 ('4 u- GD O c' CO -

	

I	S	•	S	S	•	S	•	5	5	S	I	S	•
N- Co CO u' C ('4	C\J N- çr	 o
r Co ON- 'r U N CO N 0 ('4 U\ (r\ (
-	('4 — (f\ r' cJ	- M c

04 0 0 D fn N - n Lf'	 co coO 0 N- \D ('•\ ('\ 04 0 ('4 0 .O - (n co
I

S	S	•	I	S	S	I	S	S	S ••	•	S	S

	

I ('4	N- ir N- O\ O CI) - ('4 \.0 N-	N-0D N ('4 - N- i- - o o ON Co
("I ('4 - ('4 ('4 ('4 ('4 c j 04 - -

u Co 0 N N r- u 0 - Co N (\J0 CO
ct 0 C\ CT\ \D 0 0	 (\J CO ('4	N-UTh ('4 ( ¼0 D O' t n (	 M COS	•	•	•	•	S	 S	S	S	S	S
U	\ 0 Ot ¶ (	

S • CS 

0 ct	'ct C\
N-	0 O ('4 um 0

1	('4	 r- C\J 04 - - ('4 ('4 ('4 ('4

c	0	— u D ON CO D ('4 cr,% 0 NO ('4 u L(' (I)	 ct N 0\ CO 'O N-1	r a) - 0 ct	CO ct (\ - C)S	S	S	SS	S	•	S	S	I	S	S	S	•
04 - (Y\ 0	C) O U\	 a)O0 N r- '.0 0 04 0 CO u O w('4('4 (f\	( (\ ct	0\ (1	L(' 04

N- u i C) N N- - CO ct C) 0 0 u -

a) N - 0 '.0 M Co 0" - '.0M t--q-
S	S	S	S	S	S	S	S	S	S	S	•	S	S

o	- -	- c '.0 c CD 0 O ('4 '.0 N- 0
-	(	01\ ('\ C'\ LC\ Itt N- J- N 0 Rd- 0 CU 0

'- fn ('4 - c'.J ('4 - - ('.4 ('4 ('4 ,-

•	'.0 ir a) i- CX) O Co 0 04 04 0 0 0.4 N-- r'\ m U s— C) C'J'.0 0 '- C) i-
04 cq C) OD Ln ('I '.0 (\ N- CO 0 .s4- '.0.	.	S	S	 S	S	S	S	S	S	S	S

a' ONCON
•
 NS '.00a)Lr\a)c0Q(\J

ci	L(	- r GD 0 ir 4- UN 0 aD - N- ctF-	C')	('4	i.- i- i- (	- - C') (%J 04

Lori	C'.) ('\ ct If'. '.0 N 0) 0 0 i- ('4 C"	- 10'.iC)	N N N- N- N N- N- N- CO Co CO CO Ci) co
I1-	I	I	I	I	I	I	I	I	I	I	I	I	I	I
1 ciCd	 ('4 C''. 'Kt u" '.0 N- Ci) ON 0 - C') c" ct
I Q) N N N- N- N N- N N N Cl) CO CX) Cl) co- }rl	0\ C" C\ C". C". 0-'. 0" C 0". 0" 0". ON ON 0"

s-

0+,-1Id co1
•H o-J

4O1

o c

C.)
0

ri

0
1

	

Cfj	I)	-

	

_I	D

	

Q)	 ?-
H

ci U)
rJC)
ca)

F
I

0I
r1 I
HI
HI
rl I

r-IJC)
HI
oI
dI

IC)
CCI

I.I

.r

-

Dhaka University Institutional Repository



f.
45

aid is necessary, are prepared by the executing agencies

in consultation with ministries/divisions and the Plann-

ing Commission. These projects are drawn up in accordance

with the provisions set forth in the Five Year Plan, the

formulated project evaluation committees of Planning Comm-

ission for consideration. As it is recommended by the OPEC,

projects costing up to Tk. 2 crores can be approved by

the Minister of the concerned ministry. Project is genera-

lly meant for the upliftment of the national economy. The

British government announced its intentions in 1975 to

give special emphasis to the poorest people in the rural

areas, but the single largest British-Aid Projects in

Bangladesh in late 1970s was the Greater Dhaka Power Dis-

tribution Projects at the estimated cost of £41 million.

It was to improve the transmission and distribution of

electricity in the capital city. Such a project can never

be described as a rural development projects; yet for

less as helping the poorest section of people. Though

there are about one million people in Dhaka, who live in

slums or in roadsides, this project has been practically
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of rio help to them.6

Another example of project aid will also indicate

the same trend. Danish aid to the tea estates, Belgium!s

to the Bangladesh Solvant Oil Co. Ltd., for instance,

are never meant for the poor. Such countries and institu-

tions as the UK, Belgium, Sweden, Saudi Arabia, the World

Bank, the Asian Development Bank and so on are offering

aids liberally to private industry in Bangladesh. Aid is

also given to the Bangladesh government for distribution

in the form of loans to private industry through govern-

ment financial institutions such as the Bangladesh Shilpa

Bank and Bangladesh Shilpa Rin, Sangstba. During the period

1973-80 loans amounting to $589 million have been disbursed

to as many as 4000 private entrepreneurs by the government

and all these entrepreneurs are quite well-to-do by any

standard. 7 In most of the cases foreign aid is handed over

to the rich people in urban and rural areas and this is

6. Dr. Emajuddin Ahmed and Saaduddin ...., op.cit., p.52.

7. Bangladesh International Action Group, Foreign Aid to
Ban, ladesh. Ln.Theory and Practice, London, April 1983,
p.3b.

-	-
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being done on the basis of the discredited ' t trickle down"

approach. 8 It can be concluded that most of the foreign

aid to Bangladesh is s p ent for the benefit of the rich

and, especially, for the urban rich. The reactions of the

donors are reflected in the statement of a World Bank

official, "If the government does not have the

will to help the small farmers, we cannot force them to

-

	

	do it. We can advice, we can write provision into our pro-

jects, but without genuine commitment on the part of

government it just won't work". 9 Table- six shows the

commitment and disbursement figures of projects aid.

How Foreign Aid is Spent

The share of aid in financing domestic development

expenditure on government account was as high as 78 per-

cent in 1981/82. Aid is however, also financing parts of

the revenue budget directly and indirectly and remains an

•	8. Bangladesh Inteiriational Action Group, Foreign Aid to
Bangladesh, pp.eit., p.36.

9. Bangladesh International Action Group, Foreign .id to
Bangladesh, p.cit., p.32.

a
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Table - six

Summary Of Commitment and Disbursement of Project Aid to Bangladesh

(December. 164 June 30, 1285)

(US dollar in Million)

Financial	-	Commitment	Disbursement
Year	Grant	Loan	Total	Grant	f	Loan	Total

197.1-72
1972-73
1973-74
1974-75
1975-76
1976-77
1977-78
1978-79
1979-80
1980-81
1981-82
1982-83
1983-84
1984-85

81.680
49.518
31.376
42-928

178.84
167.488
198-087
350-939
158-237
243.795
380.588
438.588
346.283
542-472

64-946
274-923
192.824
347.687
184-212
130-204
403.788
538-331
465.015
838.286
846. 935
567.106
535.374
997-084

146.626
324.441
224.200
390.615
363.653
297.642
601.875
889.270
623- 252

1082. 081
1233-526
1005.710
881.657

1339-556

6.005
25.530
66.657
65.709
31.146
52.934

121-470
138-171
170.187.
251.690
205.547
243.202
226-404
214-925

3.469
54.454
54-720
77.720
94-395

105.650
154-996
233- 199
299.709
308.425
278.928
395-011
326-417
375.989

3.474
79.984

124-769
143-451
125-541
158-584
278-466
368-370
469.896
560.121
584.275
638.213
552.821
590-914

Total	2,713.806	6,249.'460	89963.266	1,694.039	2,817.621	4,511.660

Source : Government of the People's Republic of Bangladesh, Ministry of Finance,
ER]), Plow of External Resources in Bangladesh, Dhaka, page 62-91.
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important source of revenue to the government. In 1978/79,

16 percent of domestic revenues were provided by counterpart

funds generated by food aid. The loss of counterpart funds

will have to be matched by outlays of public revenues that

finances the procurement of surplus foodgrain to support

the public distribution system. The Second Five Year Plan

has not made any significant efforts to reduce external

dependence to finance the development effort: the plan

itself has programmed to fund 70 percent of the public sec-

tor development outlay from external resource inflow. 10 If,

however we exclude what has been characterised as non-

investment development expenditure, then 74 percent of
public investment will be funded by external resource inflows.

Since the plan itself envisages that as a result of external

resource inflows GDP will rise from 12.1 per cent in

•	1979/80 to 13.4 percent in 1984/85, it would appear that

the five years plan will have contributed to increase the

extent of Bangladesh's integration in the world economic

system in a more dependent capacity. In practice both food

10. Bangladesh Statistical Year Book. 1981, p.85.-

I
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and commodity aid are deployed in the execution of ADP

projects. For example, food aid disbursed under the

Food-for-Works programme may finance the digging of irri-

gation canals for Bangladesh Water Board, ADP projects.

Agriculture still accounts for about 50 percent of

Bangladesh's GDP. Today the key components of the rural

'development programme i.e., the distribution of modernising

inputs such as fertilizer, pest-icides, irrigation and

credit and the construction of storage capacity have a

substantial aid component. The imported component of this

programme is predicated on adequate flows of projects and

commodity aid. Even the more labour intensive irrigation

programmes based on canal excavations are sustained by

the various food aid programmes for rural public works.

Recent aid donors have made it possible for aid to suppqrt

programme for rural credit and the development of rural

institutions to provide an improved infrastructure for

such projects. This dependence on aid-supported rural deve-

lopment programme has created its own problem for provid-

ing a basis for self-sustained development. There is limi-

ted scope for the development of new lands in Bangladesh and

I
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much of the aid programmes are focussed on enhancement

of yields on available land. This immediately creates a

bias within these programmes towards those who own land.

Ownership is highly concentrated into a very few hands

i.e., some 8 percent of rural households own 48 percent

of the cultivable land. 11 Indeed 2.5 percent households

pwri 25 percent of the land. 12 To the extent that the

spread of HYV technology enhances the demand for labour

and the various aided rural works programmes also provides

employment to the landless poor; thus, aid does contribute

to improving the prospects of some of the rural poor.

Aid has been a criti,cal sdurce for both capacity

creation and utilisation in the manufacturing sector.

Dependence on aid has made both investment pDiorities and

the choice of technology in manufacturing highly sensitive

to the sources of aid and the terms at which it is dis-

bursed. Bangladesh has done little to build up a capacity

11. A.R. Khan, Poverty and Ineualit y in Rural Asia,
Geneva, ILO, 1977.

12. Ibid.

P
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for a s elf-generating industrialisation programme.

Virtually, every new industrial project under execution

in the public or private sector is tied to aid disburse-

ments either directly to the projects or through various

public sector financing agencies. These kind of donors

are the U.S., the U.K., FRG, Japan and this donation is

meant for keeping public enterprises operational.

4

	

	 As a matter of fact, entire infrastructureof develop-

ment and social services remain dependent on aid, The

development of transport capacity, from road building

to intercity highways to village roads, is sustained by

aid as in the procurement of rolling stock for the rail-

ways, improvement of the lines, increase of inland water

transport capacity, expansion of shipping fleet, deve-

lopment of ship building capacity, building Of airports

and modernisation of the air services. Similarly in the

development of power generating capacity and its distri-

bution, including even rural electrification, the deve-

lopment of public building, the expansion and improve-

ment of education nd health services, aid remains final

arbiter.
QO
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The short-run effectiveness of foreign aid depends

upon how it relieves shortages of domestic skills, saving

and imports, while its long-run effectiveness depends

upon the use of additional output to raise saving and

exports and reduce imports. This requires that the struc-

ture of the economy be adapted to accommodate the expected

inflow of external resources; the latter requires that

the additional output be allocated to increase saving and

exports and/or to reduce imports without any deteriora-

tion in the effectiveness of investment.

The effectiveness of foreign aid in a country has to

be judged by its contradiction, to the mobilization and

allocation and the use of external resources. The avail-

ability of external resources temporarily relieves some

of the existing constraints enabling a country to make

more effecient use of other available domestic resources.

Foreign aid plays a dual role of providing both

additional resources and foreign exchange. It relieves

the constraints stemmed from the inability of the Struc-

ture of production to adjust to the changing demand in

the short-run.
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As investment continues to grow, domestic absorp-

tion capacity can be increased only if domestic saving

rises appropriately with the growth of income. The

latter calls for such structural changes in the economy

that will lead to the commensurate growth of public and

private saving.

The dependence of rural poor is infested with the

structural crisis in Bangladesh- society. Currently 50

percent of all rural households are classified as

functionally landless whilst another 25 percent find

it difficult to ensure subsistence from their cultivable

laud and have to seek supplementary sources of income.

Food aid has acquired a further dimension in the lives

of the rural poor. Rural public works prograpimes and

Food-for-Works programmes are becoming increasingly im-

portant as source of livelihood for a rising segment of

the rural poor. In 1979/80 9 490000 tonnes of food grains

were distributed as part of various public works and

another 57000 tonnes went out as relief; 547000 tonnes

of grains were being made available for the most needy

I.
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segment of the population. This could provide 1.49
million people for 100 days in a year at a rate of

6.6 Lbs per day, which would permit a diet of 2 lbs

a day for a working adult and a little over a pound

for a family.of four. This would cover 58 percent of

all landless who are in need of work very badly. About

a million people representing the same number of house-

holds may have actually found employment for around

100 days of the slack season. This being a large figure

gives some dimension to the spread of the aid package.

The urban sector of the population also become depen-

dent on aid. The working class , employed in the public

enterprises and large manufacturing enterprises in the

private sector were estimated at 420,888 , in. .the year

1978. During the climax of the nationalist struggle

and, its immediate aftermath, the urban working class,

who were under the rationing system, was an important

element in influencing the courses of politics. Their

direct rationing system is reinforced by their interest

in an adequate flow of aid-financed imports to keep
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their industries viable. Higher ut ilisation of foreign

aid means more employment and higher earning so that

any cut in the aid cannot leave the working class un..

touched. Government employees enjoy the benefits through

• the public distribution system. The bureaucracy and

enterprises, under the state ownership and control,remajn

the largest single area of employment outside agriculture.

The state bureaucracy provided employment to 5639058

people by 1980. The state sector has a total estimated

labour force of 1.13 million.

Another politically powerful group is student resid-

ing in university and college hostels. Not only the ra-

tioning bu± their higher education is closely 'related

to aid programmes.

Primary school teachers constitute another group

being benefitted from the statutory rationing System.

The armed forces and para-military forces and police

force would by now appear to have expanded to 200000.13

13. World Bank Annual Re port s 1981.
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Strings or no Strings;

I	
Ideally an aid-giving country should attach no

conditions to its aids which are designed to increase

its political or economic influence in the recepient

country or to serve as a weapon against communism Or

to expand its trade. The sole purpose should be to

promote economic growth and to raise standard of living.

Some strings however, seem desirable in: the interets

of the recepient country.

It is a slogan of developed country that 'we should

help the poor'. The British government announced its

aid policy in 1975 in a white-paper-- 'more help for the

poorest'. 14 It is important to understand the sources

and circumstances under which pressure comes to be exer-

cised on Bangladesh. In Bangladesh donors have tended

to freely express their view on the stability of various

14. Emajuddin Ahmed and Saaduddin, p..... op.cit., p.44.
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policies, enacted by the government of the day, the

quality of the administrative system and the integrity

of the political leadership.

Occasionally pressure is mounted upon to serve

specific forein policy objectives of particular donors.

But the variety of extraneous intervention tends to be

less frequent and relates only to the interests of very

few donors. In recent years there has been a generous

concern amongst the Scandinavian donors that the bene-

fits of their aid programme are not reaching the lower

income group of Bangladesh. In most issues in contract,

Bangladesh had much to lose from market forces and much

to gain from a more purposeful redefinition of their

economic relationship with India. It always , was and re-

mains in Bangladesh's interest to plan the pattern and

level of economic relation with India and to take the

initiative in channelling it in a mutually beneficial

direction.
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In the case of socialist bloc as well as India,

it may be noted that whilst they may have refrained

from attempting to influence the course of development

strategy in Bangladesh, their aid posture is not provid-

ing that incentive to the state of their bilateral poli-

tical relation with Bangladesh, compared to the commer-

cial credits offered in the period, prior to August,

1975, which may reflect the berefits derived by Bangla-

desh from the somewhat more cordial relations between

the regimes of Indira Gandhi and Sheikh Mujibur Rahman.15

The OPEC donor - Libya has made a negligible con-

tribution and Iran has never added to the $ 12.5 million

they committed for the Aushuganj Fertilizer Factory in

1975. The principal new donor to Bangladesh since August

1975 has been Saudi Arabia. It may be recollected that

until August 1975, Saudi Arabia did not recognise Bangla-

desh. However, the ground work for recognition had been

15. Stepnek Joseph F, Bangladesh Equitable Growth,
New York 1979, chapter 5.

AL
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laid through a series of visit to Riyadh by the Bangla-

desh Foreign Minister. World Bank soft loan window at

IDA and pressure on the Bank to play down its policies

on basic needs is rather significant. The recent changes in

Bank's lending strategy would appear to be reflecting this

changing perspective in aid in the Reagan administration. 16

It is one of the underlying arguments in this

study that whilst some donors rnay be generally con.cérned

with this apparently insoluble contradiction in their

aid policies to Bangladesh, the principle donors are

more aware of what they are doing to their wisdom, as

they remain, perhaps out of philosophical conviction,

committed to a strategy of capitalist development in

Bangladesh. This is to be realised by channelling deve-

lopment resources towards a property owning elite who

will be hopefully motivated by the urge to accummula-te

wealth, use aid productivity. Thus what an earlier

16. World Bank Annual Report, 1981.
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4

apostle of this strategy in Pakistan termed the social

utility of greed, will be deployed in the service of

growth of the Bangladesh economy.17

4-

17. G.F. Papanak, Pakistan's development - social
government and private incentive, Harvard University
Press, 1966.
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CHAPTER -POUR

NATURE OF THE UTILIZATION OF FOREIGN AID

lw
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Foreign aid given to Bangladesh is essentially meant

for the poor. 91 percent people live in rural area. Rural

areas in Bangladesh are not developed. Foreign aid is given

to Bangladesh for the eradication of poverty and for the

• country's infrastructural development as well. The most of

the aid should have been invested for rural development,but

in the case of Bangladesh it is a different experience.

The proper investment of aid to a particular area for

the promotion of development is selected by the administrative

agencies i.e., ministries/divisions and planning commission.

It is to be noted that while selecting the areas for aid in-

vestment by the recepient country, the interests of the poor

is overlooked. Food aid, for instance,should have gone to the

poor - but food aid has largely been used in the urban areas

irrspective of income groups. 1 While such aid generally did

not reach the rural poor, it contributed to keep the domestic

price of food grain rather depressed. To an extent distribution

of seeds, fertilizer and pesticides, received as aid at subsi-

dized rate. Compensated for the loss of the farmers due to

1. Stepanek Joseph F, Bangladesh equitable growth. New York,
1979m chapter-5.

U
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the price depressing in the urban areas, but these-areas

more often are beyond the reach of the comparatively poor

peasants. It was in question in certain quarters whether

ahigh dependence through aid would cause postponment of

undertaking the reform measures to accelerate development

and lead to the perpetuation of a reactionary elite

groups hqlding effective power. In the plan these questions

were neither raised nor answered, nor the inconsistencies

selected in them reconciled in specific term. The flow of

foreign aid in quantities stipulated in the plan was thus

largely uncertain and at times by both donors and the re-

cepien-t.2

In Bangladesh donors have tended to freely express

their view with regards to the continuity of various

policies enacted by the government in-office, the relevance

of the administrative set up and the integrity of the poli-

tical leadership. Occassionally pressure is mounted upon

by them to serve specific foreign policy. The objectives

of particular donors, as proposed, are sometimes aimed at

2. Some rerpificatjons of such a derendence on foreign aid
were spilt out in Faaland, J(ed'): Aid and The case of
Bangladesh, Bergen 1979.

I
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attempting to affect the domestic political debate. But

this variety of extraneous intervention tends to be less

frequent. In recent years there has been a growing concern

amongst the Scandinavian donors that benefits of their

aid programme are not reaching the lower income group of

Bangladesh. It is one of the underlying arguments in this

Study that whilst Some donors may be genuinely concerned

with this propuff contradiction in their aid policies to

Bangladesh, the principal donors are more aware of what

they are doing. In their wisdom they remain, perhaps out

of philosopical conviction, committed to a strategy of

capitalist development to Bangladesh.

Commodity aid has been of lesser benefit to the poor.

That is due to partly the nature of aid and partly to the

development strategy persued by government of Bangladesh.

The supply of fertilizer, in. the biggest stngle aid project

of the Dutch government in Bangladesh can he cited in this

regard It accounted for about 21 percent of the Dutch bila-

teral aid during 1977-81. During the same period

3. Bangladesh International Action Group, Netherlands
Group, Dutch Aid, to Bangladesh; Preliminary Results
of an Inventory of Dutch Aid Relations, London,'

November 1982, p.8.
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commodity aid has yielded practically no benefit to the

laddless or near landless because they do not own any

land for cultivation. The government of Bangladesh has

distributed fertilizer at heavily subsidized price; the

rate of subsidy being not less than 50 percent of its

actual costs. 4 In 1981-82 the subsidy on fertilizer was

estimated at taka 118.3 crore, which was almost 12 percent

of the total development for the entire agricultural sector.

Moreover the marketing system Of the fertilizer is-controlled

by dealers and middleman at various level in collaboration

with the government officials, while a portion of it is

sold in the black market at a price which is 50 percent to
100 percent higher than the government price. In sum, the

benefit of both fertilizer and subsidy are pauped by the

rich farmers, local oligarch and dishonest businessmen and

not by poor farmers or landless.

Like fertilizer aid, the World Bank Irrigation Pro-

gramme also ended up benefitting the rich farmers and

local influentials. The terms agreed upon by both the

4. Nurul Islam, Development Planning in Bangladesh, Dhaka -
University Press, 1979, p.p, 206-7.

4

9
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donors and recepient has always been considered to be a

critical aspect of aid negotiation. At the time of nego-

tiation there have been ingrained major defects in the

agreement. A World Bank expert working on the project of

1970 commented: "I no longer ask who is getting the well.

I know what the answer will be and I do not want to hear

it. One hundred percent of these wells are going to. big

4	boys."5

In rural areas varied categories of people liver

the rich peasants, middle peasants, landless and jothd.ers

and Union Council Chairman and the poor. These village

elites group become more benefitted by the foreign aid

than the poor. Thus it is a dishonest corrupting process

of aid administration. Though we get more aid in the name

of the poor but the poor are always deprived of it and

there is no significant infrastructural development.

5. Betsy Hartmann and James Boyce, Needless Hunger: Voices
from a Bangladesh Villag,California; Institute for
Food Development Policy, 1979; B. Hartmann and James
Boyce, Bangladesh: Aid to the Needy, Washingtofl, Center

S	 for International Policy, Report IV, No.1, May,1978,
op.cit - page 7.	 -

T
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Bangladesh is a country which has suffered from

colonial exploitation for about 213 years. In 190 years

of British colonial rule, resources were always taken out

to England. 6 In the post Bangladesh period, there has

beenan inflow of foreign aid from outside. The flow of

external resources into the developing countries is a

critical factor for their development. The extent of

foreign aid for a developing country arises mainly for

two reasons. First, the country can not mobilize enough

• domestic savings; Second, continuous unfavourable balanàe

of payment difficulties forces the country to accept for-

eign aid and assistance. Even if a country could have

been able to earn required domestic and foreign exchange

resources, foreign co-operation may still be needed for

technological input, which is required for economic deve-

lopment. In a situation of striking poverty as in Bangla-

desh, both savings -investment and export-import gaps

are of crucial importance. The main stay of our economy

is agriculture and enough resources has not been squeezed

out of this sector for meaningful breakthrough in the

economy.

6. A.M. A. Muhit, Thoughts on Development Administration,
1981, p.107.
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The land-man-ratio is very low and the productivity

of land can only be increased through massive investment

in modern agricultural inputs. The agro-industrial base

of the economy has to be built up to raise output and also

to increase export, otherwise the country will continue

to face export-import gap in future. While self-reliance

is a national goal, external assistance will continue to

be an important factor in the economic development of

Bangladesh.

The global product has increased enormously in the

post-war period but it has not been shared equitably by

all the countries of the world. In 1978 :while the global

product has total of $8.8 trillion, OECD countries with
P

one sixth of rice accounted for $6.4trillio, Centrally

Ad
	Planned Countries of Europe for $1.3trillion, OPEC coun-

tries for $4.25 billion and the rest of the world with

over two-third of mankind account for only $1.2 billion.7

7. Government of The People's Republic of Bangladesh,
Minis t ry of Finance, Economic Survey of Bangladesh,
Dhaka 1978-79.

H
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The flow of assistance to Bangladesh in the first

fewyears following independence was required not simply

for investment but also for meeting the consumption needs.

The economy as a whole had negative net savings upto 1975-76.

Since 1976-77 domestic savings have started contributing
to investment which means that all foreign aid is now going

into development activities and a small contribution to it

is being made by our own resources. Both in 1976-77 and

1977-78 domestic savings between 2 percent and 4 percent

have gone into investment. The share of external resources

in investment is about 11 percent now. If we allow for

higher prices for tied goods and extra expenditure involved

in aid utilisation, the actual investment level accounted

for by external resources will be around 8 percent of the	U

GDP.

or-

	

	The effect of aid is however, not all good. It is

generally argued that foreign aid tends to promote capital

intensive projects thereby causing unemployment in a rece-

pient country. There is some truth in this argument and a

year ago foreign aid W.S invariably transferred into capital

intensive technologies. Things have been change&.a great

deal now covering external assistance in financing import of

1•
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various commodities and industrial raw materials and

spares as well as local currency cost of various projects.

In Bangladesh, for example, IDA credit finance ammounts

rQughly 75 percent of the total cost of a projects exclu-

sive of taxes and duties. 8 The emphasis on rural develop-

ment and agricultural programme also indicates a shift in

foreign aid policy of donors, of course, in the name of

efficiency capital intensive projects are prepared and

there the bargaining capacity of the recepient comes to

play an important role. Foreign aid tends to make a project

expensive. There is a question of tied assistance which

tries tO promote costly export of donor countries. Foreign

aid provides for luxury imports and creates facilities

completely out of these with the environment. Foreign aid

results in distortion of properties and preference for

projects whose social return is not always that is desir-

able; for example, Sugar Industry in Bangladesh was esta-

blished with negative social return. The reason was the

8. Government of the People's Republic of Bangladesh.
Ministry of Finance, External Resources Division,
Flow of External Resources, Dhaka, June, 1983.

1'
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race for modern technology but the more important one was

the availability of aid that financed sugar plants.

External assistance creates what is commonly known

now as debt trap. A recepient country continues to borrow

and additional export earnings go to meet debt service obli-

gation with export earning that free foreign exchange does

not become available to a country and therefore her invest-

ment choices becorne restricted and capacity to bagain

for appropriate technology also becomes limited. In 1968

the total debt burden of non-oil developing countries was

only $36 billion. In 1980 it ammounted to around $438

billion. Significantly, debt from private sources, meaning

hard term funds, went up from 25 percent to 31 percent.9

The another argument against foreign aid is that it

obliged a country to accept dictates from donors on at

least economic matters. It can not be denied that political

arm twisting is also done. Projects arguments go as far as

to stipulate consultation on appointment of project personnel

9. Government of The People's Republic of Bangladesh,
Ministry of Finance, Economic Survey of Bangladesh,
Dhaka, 1979-80.

I

Dhaka University Institutional Repository



73

Management practices, pricing policy, accounting system,

credit and monetary policies and the like are matters in

which donors give guidance. This is considered ignominious

and a kind of surrendering sovereignty. Development is a

matter of partnership between the donors and the recepients.

In practices, sovereignty in the present inter-dependent

world is a myth. Even the strongest powers are not that

sovereign, they have to have consideration for others.As a

results,dependence on factors like the fitness of exhausti-

ble natural resources, the carrying capacity of the eco-

systems and the global span of weapons of war have curtailed

the scope for free action by all nations, rich or poor,

powerful or weak. Viewed in this context, in order to pro-

vide better living standards for its peoples, some society's

sacrifice in sovereignty may be understandable whatever

ignominious economic dictation comes from donors else letting

its people die of starvation and malnutrition

A very strong argument against external assistance

is that it does not bring about people's welfare. It in-

volves dependency relationship, favours comfortable

style and thus stands in the way of hard decisions re-

quired for structural changes in an economy and a society

r
U
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to accomplish	the greatest good for the greatest

number. The food production can be obtained by applica-

tion of fertilizer and installation of tubewells and

pumps both of which are received under aid. In this way food

production may increase but mass poverty continues and

landless increases. Again fertilizer or pumps can be

imported under aid but no attempt is made for structural

4	changes in the industrial production process. Thus, these

long term growth potential is not built up and depeiidency

relationship is promoted. 10 Aid also does not try to

transfer or adapt technology in industrial development

and it increases the impart bill for technological as well

as raw material inputs.

Import of luxuries and non-essential items under

aid and appointment of consultant from donor countries

are at times without rhyme and reasons. It is the charac-

ter and capacity of the ruling elites which determines

the extent of waste. On many occasions, import items like

10. Government of the People's Republic of Bangladesh,
Planning Commission, The Two Year Plan, 1978-8Q,
Dhaka, March, 1978, p.29.

4
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big cars, aircondjtjoners and such luxuries are made pre-

cisely because our agency asks for them. There is a con-

stant pressure from donors to appoint consultants since

they have very little faith in the indegenjous capacity

to execute and operate projects.

External resources have dizzed so far sinister,

essentially on two accounts (1) the recepient countries

whose ability in priority determination, investment plann-
ing, resource allocation, project preparation and execution

is limited, (2) the character and orientation of the ruling

elite of recepient countries largely determines the worth
or otherwise of external assitanee.

4
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CHAPT ER - FIVE

GOVERNMENT BODIES ON RURAL DEVELOPMENT

4
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It can be seen that the lire of the rural poor,

the landless and the near landless, who constitute the

majority of the population, is extremely difficult to

bear with. This poverty will continue unless the deve-

lopment strategy is altered by the ruling elite in

Bangladesh. All the resources both domestic and foreign,

should be channelised to improve the conditions of the

poor in rural areas.

The government of Bangladesh officially declared

the objectives such as a significant reduction of poverty

and a more equitable distribution of resources in the

säciety. Mujib regime declared its objectives in the

First Five Year Plan and it was "to remove poverty" and

to frairie effective fiscal and pricing policies for

equitable distribution in Bangladesh." 1 Zia regime

1. Government of the People's Republic of Bangladesh,
Planning Commission, The First Five Year Plan 1973-78,
Dhaka, November, 1973, p.9.
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reiterated the same objectives, when the Two-Year Plan

was formulated in 1978. The main aims were to expand

employment opportunities to arrest deteriorating econo-

mic conditions, improve income distribution and thereby

promote social justice. 2 The Zia government incorporated

these aims into 19-point programme which had received

popular endorsement in the referendum. Delineating the

objectives and strategies of the Second Five Year Plan,

the Planning Commission wrote iii 1980: 'poverty is so

endemic and ambiguous in Bangladesh that over three-

fourths of the population cannot afford to meet the

minimum dietary requirement. 13 The Second Five Year

Plan was "to bring about significant improvement in the

quality of life in the rural areas" and to "move towards

• 2. Government of the People's Republic of Bangladesh,
Planning Commission, Two Year Plan, 1976-80, Dhaka,
March, 1978, p.29.

3. Government of the People's Republic of Bangladesh,
Planning Commission, The Second Five Year Plan 1980-85,
Dhaka, May, 1980, p. TI-i.

I
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a more equitable distribution of income, resources

and opportunities for better social ustice4

It has already been highlighted that the Upazila

replaced the age old system with some promising attempts

at restructuring development administration at local

level,'The process of development.'

The Planning Commission provides detail planning

guidelines for the Upazila Parishad. 5 The Parishad

prepares a Five Year Development Plan according to

the guideline. To prepare realistic and pragmatic

plans the Parishad is also supposed to undertake socio-

economic surveys and feasibility studies concerning

the Upazila in order to specific problems. Schemes on

4. Ibid.

5. Government of the People's Republic of Bangladesh,
Planning Commission, The Guideline for Upazila
Parishad for the utilisation 01 eveiOpmeflt ASsiS-
tance Provided by the National Government, duly,
1985.
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physical infrastructure, irrigation and flood pro-

tection, agricultural land use and crop production,

production oriented soda-economic activities for the

destitute and provision of social service, like health,

education, family planning, etc.have been undertaken.6

From 1971, a number of voluntary organisations,

both foreign and Bangladesh, came forward with helping

hands primarily to support governmental efforts to

rehabilitate the war affected people of Bangladesh.

Although initially these voluntary organisations parti-

cipated in the relief and rehabilitation works, gradu-

all they started involving themselves in other areas

of development activities. They are now involved in

the health, education, family planning, agriculture

and other socio-economic development activities.

6. Government of the People's Republic of Bangladesh,
The Guideline for ......, op. cit., P. 19-20.

CM
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Until 1978, there were no set rules to co-ordinate

and monitor the activities of the voluntary organisations

when the Foreign Donations Regulation Ordinance was pro-

mulgated. 7 This ordinance was further amended in 1982.

The Foreign Regulation Ordinance was promulgated

in 1982 establishing rules for receiving any foreign con-

tribution by a citizen of, or organisation in Bangladesh
*	

and also for making such regulation by any government

organisation or, a citizen of a foreign state.8

There are thousands of voluntary organisations which

extend their helping hands primarily to support govern-

mental efforts to rehabilitate and to develope. Here we

mentioned the name of some registered voluntary organisa-

tions who are of both Foreign and Bangladeshi origin.

7. Government of the People's Republic of Bangladesh,
ERD, A Handbook on Non-governmental organisations,
Dhaka, September 9, 1986.

S. Ibid.

go
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There are 83 (eighty three) registered foreign voluntary

organisations in Bangladesh while Bangladeshi voluntary

organisations numbered 126.

NGOs

The only 20 (twenty) names of the forein organisa-

tions are given below:9

1. CARE - U.S.A.

2. Vorld Missionary Evengelism - U.S.A.

3. The Salvation Army	... U.K.

4. Swedish Free Mission	... Sweden

5. OXFAM	 ... U.K.

6. SOS, Children Village International	..• Australia

7. Radda Barnen	 ... Sweden

8. Asian American Free Labour Inst.	... U.S.A.

9. Government of the People's Republic of Bangladesh,
A Handbook ......., op. cit., p.28-34.

go
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9. Rangpur Self-help Aid Services	... Denmark

10. Terre - Des - Hommes	... Pranch

11. Bangladesh Lhutharan i1ission	... Finland

12. Terre - Des - Hommes, International
Federation	... Holland

13. Japanese Missionary Fellowship	... Japan

14. Terre - Des - Hommes	... Switzerland

15. Ramkrishna Mission	... India

-	16. New Zealand Baptist Missionary
Society.	... New Zealand

17. CONCERN	 ... Ireland

18. Nor Viegiar Red Cross	... Norway

19. Rabiat Al Alarm Al Islami	... Saudi Arabia

20. South Asia Partnership	... Canada

Following are the names of the 25(twenty five) regis-

tered. Bangladeshi voluntary organisations. 1°

1. Bangladesh Rural Advancement Committee

10. Government of the People's Republic of Bangladesh,
A Handbook ......., op. cit., P. 35-45.

4
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2. Christian Service Society

3. Assistance for the Blind Children

4. Christian Commission for Development in Bangladesh

5. CARITAS

6. Bangladeshi Voluntary Service

7. HEED-Bangladesh

8. Gono Unnayan Prochesta

9. Kumudini Welfare Trust of Bengal

10. Proshika

11. Young Women's Christian Association of Bangladesh

12. The World Muslim Peace Council

13. Rural Development and Health Centre

14. The Golden Clinic

15.ASA

16. MIDAS

17. Agriculture Development

18. Technical Assistance for Rural Development

19. Village Education Research Centre

20. Dipshika

co

I
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A

21. Social Association for Rural Development

22. Progressive Rural Organisation for Voluntary Activities

23. Women for Women

24. Barisal Development Centre

25. Saptagram Nari Swanirvar Parishad.
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CHAPTER - SIX

SOCIO-ECONOMIC STUDY OF PATHAKHALI-KONAI PROJECT
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Location,Area and Boundary:

The Pathakhali Konai beel projects is located to

the North and Nort-east 1 of Mirzapur police Station.

The project is situated in a bend of the Bangshi river

on its left bank near the confluence of the Bangshi

and Langli rivers. The area is formed by two basins,

the Konal beel and the Para beel. It is surrounded by

medium low lands and bordered in the east by forest'

grounds. The main drainage course in the area is formed,

by Konai Khal, which flows from the Konai beel in eastern

side towards the Bangshi river.In a small flood season,the

channel, namely the Pathakhali'Khai issuing out of the

main, river Bangshi and regaining at downstream, divided

the region into halves. A few marshes on it as usual

•	in other flood plains, dot the region here and there.

Flood waters from Bangshi used to enter the area through

the Pathakhali Thai and inundate it almost every year..

1'
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The eastern-northern boundary of the region is

marked by raised ground and forests of the Modhupur

Tract.There are villages of Tarafpur,Takiadrna,Latjfp,

Bardam,Seoratalj, Goraki, Geraki, Trimohan, Jugirkopha

and Selimnagar. It is likely to benefit an estimated

area of 45 acres.1

Problems and Solutions:

The problems of this area was the submergence of . stand-

ing crops due to flood waters. The Thai was in open conn-

ection to the Bangshi river in the west well before

1978. Due to high discharges of the Bangshi considerable

flow entered the Konai beel through the Konai Thai. The

floods causexiheavy damage to standing Aus, Jute and

B. Aman crops through inundation, high flow velocities

and sand deposit. During the monsoon of 1980 the embankment

• of north and south of the Thai breached at many places,

1. Extension of Pathakhali Konai Embankment: Bangladesh,
Water Development Board.

4
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causing a loss of the Aus and Aman crops of 60 percent.

The existing embankment along the Bangshi river was not

strong. However the cross dam and guide embankments saved

the crops in a large part of the area. To save crop

damages the dam was built at first in 1977-78 and 1978-r9
at the offtakes of Pathakhali Khal.

Purpose of the Study:

The main purpose of the study what is being done

here is to record the socio-economic condition prevailing

in the area and the extent of benefit drawn by the people

from the Pathakhali-Konaj embankment.	 -

Methodology of the Studs:

The methodology of the study consisted in collection

of relevant data/information by the methods of question-

naire survey from a member of household heads or other

members. Questionnaire was however proceeded by several

other necessary steps.

t

4

Dhaka University Institutional Repository



90

We talked to the BWIXB officials and the local people

about the entire study and surrounding area.This helped

us select two sample villages of the area which were

studied	rigorously. The nameo1 the villages are

• Jugirkopha and Geraki. The next step was to take census

of all the households in these villages. The households

were divided first into Farm and Non-Farm households

based on occupation. The farm households included those

who cultivate any land either their own or rented in.

The Non-Farm households comprised the landless wages

labour and also the service holder who have some land

but who do not cultivate themselves. The households were Mmuped

into different social categories, which aie. shown. -

in:--Table-one and two. The field work continued for 5 weeks. The

percentage of land in Geraki and Jugirkopha is also ahown

in Table - three.

The census of households was made covering population,

occupation and land owned by each household.

Dhaka University Institutional Repository
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Table - three

The Comparision of Land Owning Status

Unit	 Land owning status

Landless	<1 acre	-3	3+ -7	7 +
acres ' acres	acres

Jugirkopha	19%	 33%	36%	75'	5%

Geraki	17%	22%	44%	15%	2%

Bangladesh	29%	30%	24%	12%	5%

Sources: Dr. M. Maniruzzaman Mia, op.cit., April1983,
P. 17.	 -

0
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SO CjO-Economic Situation:

According to the socio-economic feasibility study,

this is an area with mainly marginal and small farmers,

60 percent of the households owning less than 1.2 hector of

land and another 16 percent being landless. 2 There was no

land owners holding more than 8 hector of land. Sharecropp-

ing is fairly common and engages about 30 percent of the

total number of households. There is also some Khas land in

the area and this comprises some 20 hector in total. ' The

exact size of such land is difficult to know. The farmers

of the area expressed the opinion that the embankment has

been useful, making their harvests more secure. They however,

made the complaint that after the construction of the embank-
ment, water has become stagnant, causing skin diseases.

Fishing also has been affected by the construction of em-
Jk

bankment and there seems to be a steady decrease in the

fish supply of the area.

2. N. Mtin and K.J. Talukdar, A socio-economic study on
Pathakhali Konai flood project embankment scheme,
April 1, 1984-

f
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In the western part of the project area ther is a large
bed, named Para beel. This beel has been the focus of very

frequent Conflicts and quarrels in the past. An influential
wealthy land owner, living outside the project area managed

to get a permission to dig a canal to drain out the beel into

the Konal Khal. He has got a lease of Ihas land to cultivate

and to dig a fish pond in the centre of the beel. This scheme
was detrimental to the interests of the surrounding land-

owners, mainly residents of the nearby village, Bardam. When

the beel is drained out, it affects the high land surrounding

the beel which now suffers from drought and shortage of irri-

gation water. And other lands were affected by aliment of

the cannel itself. The villager 's managed to have the support

O f a former minister, who came to pay a visit to the area and

after viewing the situation ordered the canal to be closed

for two days only. What is more important for the agricultural

development in project area, however, is the prevention of

inflow of early floods and the reductions in the daily rise
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of water level. The project area is flooded by local

rainfall, inflow from the eastern beel area and 90 per-

cent of the area is flooded.

Project work raises the conciousness of the poor

and organizes them into some kind of action. To promote

their interest work has already begun in the project

area. One cooperative of fishermen in the same villages

has been in existance for several years but it is not

sound and solvent and so it needs some outside support.

In this area there are some NGOs such as CARE, Grameen

Bank, B1kC who have started some activities. BRAC has

also showed some interest to work in this area and recently

a woman group has been formed.

In pre-project agricultural condition, i-IYV Bore was

the most important crop, cultivated in almost half

S
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of the available lends. Aus and Aman also were exten-

sively cultivated,and al" rabi crops as well. The cropping

intensity was about 150 percent.Crop damages were exce-

ssive and mainly due to pre-monsoon flooding.

It is estimated a yield increaseof about 90 per-

cent. 3 A farm has conducted a survey very recently concluding

that the same maximum yield level could be obtained prior

to construction of the project but the damages to c±ops

were more frequent under the "without project" conditions

After the construction of the embankment the weighted

average yield of Aman was doubled and the financial

gross value of product was 120 percent higher than before

(constant prices).4 The project had not much adverse effect

on navigation but did reduce the total fish production

3. Md. All Akber, An Evaluation of the SociQ-economic
Impact of ElF Schemes in banladesJa,i.eve.iopmen 01
Social Work, Rajshahi University, April 1981.

4 • Government of the People's Republic of Bangladesh,
Govt. of Netherlands and Sweden, Report of the Appraisal
Mission, ElF Cell, Dhaka, Sept. 1985.

CO
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inside the area. The demand of agricultural •lab9ur has

increased and some of the fishermen have now turned to

agricultural labour.

Four out of ten irrigation pipes are actually in

use and work properly. The increased occurence of DTWs

and STWs, 22 and 40 respectively, reduce the use of LLPs

and the need for irrigation from the Bangehi River.5

The situation in and around the Para beel is complex.

The embankment constructed, in the South as an extension

of the EIP embankment (Trimohan to Latifpur) is in poor

shape.

This project is an incomplete one. By this embankment there

is orop damage to HYV Boro in Para beel caused by drainage

congestion. It will function as a flushing sluice to

5. Government of the People's Republic of Bangladesh,
Government of Netherlands and Sweden, Re port of the
Appraisal Mission, EIP Cell, Dhaka, Sept. 1985.

go

4'

Dhaka University Institutional Repository



96

r

reduce the ecological problems in the area. Through this

embankment a net of 160 hector land is benefitted.6

From the above analysis we can conclude that the

effect of the embankment is not focused on the landless

and the poor people. Because the embankment was made mainly

for the protection of damaged crops and those who have

lands are benefit-ted from it.

In a population of 10 million, 29 percent are landless.

Only the landless or labourers invest themselves during

the project period in exchange of wages. This policy is

not and can not be a permanent attack on the poverty but

this policy is a temporary one. We need proper land reform.

We need a massive planning on the priority basis. The policy

of the taxation should be changed. More taxation has to be

6. Government of the People's Republic of Bangladesh and
Government of the Netherlands, Governments of the Sweden,
EIP on Flood Control, Drainage improvement and irriga-
tion. Report of the Appraisal Mission, Dhaka, Sept. 1985,
p.16.
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imposed on the richer class of the people and that money

should be utilised for the upliftment of the poorer sector

of people.

Again in the Pathakhalj-Konaj area, mostly the local

rich peasants, and local elites are benefitted out of the

embankment. In the rural areas establishment of industries

is required which may come in aid of the rural poor and

agricultural development. Industrialjsatjon may solve the

unemployment problem of the landless labourers or non-farm

income groups. It would be of the national interest - 'aid

for the directattack on poverty.'

-3
	

I.

Dhaka University Institutional Repository



CHAPTER - SEVEN

AID-BASED DEVELOPMENT STRATEGY

98

4

Dhaka University Institutional Repository



The focus on rural development efforts in recent

years by national government as well as by international

agencies is certainly a positive indication. Very often

little distinction has been made between national deve-

lopment strategy and rural development policy inpoli-

tical discussions, planning exercises and academic dis-

courses. In most cases flow of assistance to the develop-

ing countries is turned to the shifting focuses and

nuances of rural development thinking, and planners ' also

respond to such changes to keep abreast of the latest

development theories, a phenomenon described by scholars

as development fashions. 1 A policy of rural development

is a policy for national development", said President

Julias Nyerere of Tanzania. 2 Thus the conception of rural

development as a strategy for national development is

necessary for countries having a sizable rural sector.

1. Zylahbub-al Haq, The poverty curtain New York: Oxford
University Press, 1978.

2. Quoted in Wahidul Haque "Towards Theory of Rural
Developments" Dev.elopment Dialogue, Vol.291977,p.14,

go
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Development means the development of men as an

individual and as a social being aiming at his libera-

tion and at his fulfilment) Development should be

geared to the satisfaction of needs beginning with the

eradication Qf poverty through establishment of indi-

genous and self-reliant institutions, that is, relying

on the strength of the societies, which undertake it

and 'in harmony with the environment.4

More than one-fifth of te humanity is still in

abject poverty and three-fourths of them are living in

rural areas, two-thirds of whom again are concentrated

in India, Indonesia, Bangladesh and Pakistan, 5 The

picture becomes more dismal when the global state of a

few 'basic needs' indicators is depicted in a row -

873 m. adults of the world cannot read and write, 500m

3. To quote Dag Hammarskjoeld, former Secretary General
of the United Nations.

4. Ibid.

5. World Bank, World Development Report, 1982 Washington:
World Bank 1982
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are either unemployed or under-employed, 450m people

suffer from hunger and malnutrition and 2 billion

people do not have access to safe drinking water. 6 The

rich-poor gap also has widened so much that the rela-

tive position of poor has further deteriorated. 20 per-

cent of households in rural Bangladesh have neither

homestead nor agricultural land and 10 percent have only

homestead but no arable land. Another twenty percent

have acreage far less than subsistence requirement, so

that percentage of landless households stands at 50 per-

cent of the total. 7 Unemployment and underemployment is

estimated at between 30 to 40 percent and is growing

rapidly. 8 Rate of literacy was 21 percent in 1981-82 as

compared to 16 percent in pre-independence year which

6. Ruth L. Sivard, World Military and Social Expenditures,
1981, Varginia: World Priorities Inc., 1982, p.2.

7. Population of Bangladesh has been estimated at 96m in
1984 and the figure is likely to be in the range 130-
140m by 2000 A.D. See The Bangladesh Observer,
4 September, 1984.

8. rJNDP/FAO, "Agricultural Employment", UNDP/PAO Mission
working Pacer IX, April, 1977 0 Dhaka.
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indicates rather a humble improvement.9

It is lavishly assumed that there is no dearth of

political will under a government committed to rural

development.In view of the sheer size of the rural sector and

its importance in the national economy as well as in aid

basket, rural development may be said to pertain to dis-

tribution of scare resources and hence the central issue

of power struggle among pressure groups. 10

Bangladesh is confronted with the problems of high

rate of population growth, a relatively low rate of eco-

nomic growth, a level of per capita income with more

than 50 percent of population subsisting below poverty

line and growing increase in the unemployment of educated

people. The reasons responsible for this situation may be

9. The final counts of the 1981 census published only
recently, however, records a decline in literacy.

10. Geof Wood, "Rural Development in Bangladesh: Whose
Framework"? The Journal of Social Studies, No.8,
April, 1980, p.30.

KI
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many but the most important is the failure of planning

process to recuperate and strengthen the rural economy

and utilization of the potential manpower through mass-

scale rural industrialization. It is now an accepted

fact that the growing unemployment problem cannot be

solved by the development of agriculture alone or by

modernising urban areas. The unemployed rural people

should also be potential entrepreneurs and absorved in

labour intensive rural cottage and small industries.

Given emphasis on growth rate of GNP by increasing

the rate of economic growth could not help decrease rural

poverty. It has failed to utilize huge manpower in pro-

ductive employment. A rethinking in the planning process

started and the planners instead of placing stress in

4	 maximising growth in GNP laid emphasis on direct attack

on poverty thrugh rural development. Though rethinking

in planning process and shifting in ideas took place

among the planners but in principle real rural-based

planning and development attitude is yet to take a

•	
I..
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shape. Allocation of resources between the city and

villages shows priorities to urban areas, hence rural

areas remain neglected in most developing countries.

The rural people can expect very little from urban

based development planners and leadership.

It is our contention that the widespread and in-

creasing donor influence in Bangladesh is potentially

highly debilitating in relation to her prospects for

self-reliant development. In consequence the country

may have to pay a very heavy price in the long run.

The basic idea behind foreign aid-based develop-

ment strategy is that foreign aid makes up the foreign

exchange and domestic savings gaps to enable. the rece-

pient country to make necessary investment and imports

for achieving predetermined growth rates. Export earnings

of Bangladesh have failed to increase sufficiently;

moreover, there has been a sharp decline in her terms of

trade in recent years. The balance of payments of the
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country is therefore characterised by a massive trade

deficit, which has been around Tk. 2000 crore per annum

during 1979_83.h1 Regarding savings gap, the average

savings rate (savings as percent of GDP) was 2.45 percent

over 1979-84, while total investment as percent of GDP

during the same period was 10.82, most of which (8.37

percent of GDP) was made up of foreign aid. 12 The expected

•	benefit from foreign aid is that increased investment

will generate increased income which will, in turn, cause

increased savings and that iay allow repayment of the

debt and reduce the need for external assistance. Thus

a process of self-sustaining growth may be brought about.

But that expectation has not been fulfilled and given

the present state of the economy its prospects look

bleak in the foreseeable future.

11. Statistical Pocket Book of Bangladesh 1983, op-cit.,
P-370.

12. Ibid., P. 398.
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Foreign aid accounts for two-thirds of the total

import bill. At present foreign exchange i.s earned by

a large number of Bangladeshis working abroad. The re-

in.ittances are expected to decrease much in future because

of limited scope of further manpower export. Jute is a

large export earning source which faces uncertain long-

term prospects. There is no tightening of belt towards

strengthening the economic base by proper use of export

earnings and remittances. There is no positive poliby

in regard to importing appropriate technology and essen -

tial materials, whereas the import structure has been

conventional and more importantly it serves the interest

of the power elite. It is likely to remain characterised

by the import of Luxury goods on the one hand and ordinary

consumer items on the other,which can and should be pro-

duced domestically.

Per capita GNP at current prices for 1982-83 is

Tk. 3027 or US $121.13 It was expected that per capita

13. Statistical Pocket Book of Bangladesh 1983, pp,cit.,
p.401.
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GNP of 1984-85 would stand at Tk. 3391.14 At constant

(1972-73) prices, it rose to only Tk.780 by 1982-83

from Tk. 710 in 1969-70, implying an annual rate of

growth of 0.8 percent. Lifact, it declined in the first

half of 1970's and was Tk.695 in 1975-76,implying an

annual rate of decline of 0.4 percent. 15 80 percent of

'the population are calculated to have been below the

poverty line and about 60 percent of them are critically

poor. The below poverty line figures were about 83 per-

cent in 1963_64.16 40 percent of the available labour

time is unemployed, and about half the educated youth

are either unemployed or employed in jobs which require

much less education. 17 Infant mortality rate is only

14. Government of the People's Republic of Bangladesh,
Ministry of Finance,Economic Survey of Bangladesh,
1984-85.

15. Statistical Pocket Book of Bangladesh 1983,op.cit.,
p.401.

16. Q.K.Ahmed and M.Hussain, Rural Povert.y Alleviation
in Bangladesh - Experiences and Policies, PAC, Rome,
Feb.1984, Table 1: and Statistloal Pocket Book of
Bangladesh 1983, p.404.

17. Report on Interim Evaluation of WPP - assisted project
Bangladesh 2226 and Expansion, March 1980.
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120 percent per one thousand live births. 18 Literacy rate

is only 23 percent, and the primary level enrolement has

in fact been down from 71 percent in 1978 to 59 percent

in 1983.19 This indicates a picture of deepening and widen-

ing' poverty. However infra-structural growth has taken

place mostly in all sectors - political, bureaucratic,

business, military, industrial, landed and professional

elites. They have been benefitted because they have control

over or access to de'cision-mak±ng process. Some rural poor

are also benefitting from such programmes as 'Food for Work'

Programme, rural workers' programmes and the Graxneen Bank.

The extent of beneficiaries are marginal in the context of

the totality of poverty situation.20

18. Statistical Pocket Book ....., Qp.cit., p.144.

19. Ibid., P. 480.

20. Q.K. Ahmed and M.Hussain, "An Evaluation of Selected
Policies and Proranmes for Alleviation of rural poverty
in Bangladesh". Paper presented at the regional seminar
on Monitoring Poverty and Anti-Poverty Policies in
Rural Asia, sponsored jointly by Bangladesh Institute
of Development, Bangkok, held in Dhaka,7-9 April 1984.

I	 '
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The above mentioned maiclistributive situation is

being further confounded by donor influence and inter-

ference in the country's economic, political, social

and cultural life. In the economic sector, donors' terms

and conditions have had pervasive influence on the invest1

ment, ownership patterns, management style, technology,

exchange rate, organisational set Up, distribution

if	
system, monetary and fiscal policies. They have got

influence on selection, design and location of projects,

appointment of key personnel, The policies of the donors

have infj.uence over the socio-cultural practices and

political direction. The elite group, which is benefitted

by foreign aid, takes their life style and cultural pattern

of their foreign mentors. It is true that the performance in the

past years is verified and aid selection for coming

• years is indicated by the donors. In these negotiations the

recepient country's policies are called into question and

donors' intentions are imposed and, thus, the authority of

the government in regard to decision-making and implement-

ing development prccjects is curbed.

.3
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Decisions are usually made in donors' offices in

Dhaka or in the headquarters of their countries. There are

differences in this regard among donor countries and agencies.

There are different interest and influence groups also

in Bangladesh.. These groups seek their own interest an4

that of their principals abroad because the whole process

involves their mutual interests. They can establish contact

with the highest decision making body, eliminate any adverse

situation created by functionaries at lower levels. 21

The bilateral donors try to promote their interests

and, in doing so,seek to wield influence in the management

of recepient econornies.Sometimes they pretend that they

provide aid on humanitarian grounds. It is true that some

humanitarian aid is provided at times of crisis. caused by natural

-4	 calamities -suchsuch as tidal bore or famine and man-made o1am•ities

such as wars, but by and large the humanitarian-ground

21 • Nurul Islam, "Interest Groups and Aid Conditionality"
in Just Paaland Aid and Influence, op.cit.
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theory of the aid does not hold good.

World Bank, IMF and Asian Development Bank are in

fact the major contributors, whose biases, prejudices

and interests find expressions in their operation. It

is well known that the USA seeks to impose her intentions

on the policies and programmes in these organisations.

p
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0.

CONCLUSION

From the above discussion we may conclude that foreign

aid is given to Bangladesh in the name of poor but foreign

aid has benefited the power elite, while large majority has

remained alienated. It has not helped generate the prospect

of creating in foreseeable future base for self-sustaining

growth.

We tried to focus on some particular issues of'rural

development such as the level of socio-political develop-

ment and decision making interest obstructing the removal

of rural poverty. We also tried to highlight the nature

of unemployment, because unemployment is a severe problem

deepening rural poverty.

We have found the urban-biased policy of development

which is not, and can not be, helpful for rural develop-

ment.

The lack of poor participation of the poor in the

development activities has radicalized their view points.

Participatory development requires meaningful participation
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of the bulk of population. How their participation can

be ensured ? The emphasis should be on the institution

building under both public and non-governmental initia-

tive. The poor section may be effectively mobilized by
the local level institutions. The multiplication of such

organisations might weaken the hold of the rich in the

decision-making process.. We also tried to highlight the

imperative of participation of the poor because it might

create multiple poles of development and dilute the

traditional power structure. As a matter of fact the

bargaining power of the poor should be strengthened.

The aid-dependent development strategy has failed

in Bangladesh. In the Second Five Year Plan it has been

adrriitted that the path so long treated for the process

of development has failed to achieve the desired objec-

tives. It has further noted that if the development pro-

cess continues in the manners it may further widen the

gap between the poor and the rich.
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The approach of the First Five Year Plan as well

as Second Five Year Plan remained sectoral in nature.

Sectoral programmes cannot meet specific and special

needs of rural development and they cannot be the basis

for consistent development activities. They must be of

multi-component nature in approach. SPYP recognises this,

but on matters of allocation sectoral approach has been

retained.

•

	

	The industry-oriented strategy has led to a high

segmented development in the rural areas. It could not

bring about any noticeable change in the per capita income,

employment and productivity. Production in agriculture

has increased but it could not prevent the increasingly

growing rate of poverty.

Promotion of village and small scale industries

should be an important element in the national develop-

ment strategy. There is a need for expansion of labour

intensive small scale industry in order to provide employ-

ment to growing unemployed in the rural areas.
CO
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In this situation we can adopt the major elements

of the new strategy as the following manners:

(a) A policy to be adopted to evolve a micro-level
approach for the direct attack on poverty;

(b) A proper assessment of basic needs of the rural
poor should be taken into accounts;

(C) More employment of the poor in the cottage
and rural industries should be ensured.

)

Establishment of only such heavy industries may come

in their aid.

The most important imperatives for Bangladesh are

improvement of its planning process and gradual increase

in contribution to investment by domestic resources.

There must be deployment of aid funds to the right

channels. The planning exercise needs to be geared up;

priorities must be fixed by the recepient country.

The central point of the argument is that the growth

of the target group organisations would help create multi-

poles and dilute the traditional power structi.re. 'n

I
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this process the bargaining power of the poor would be

strengthened.

The direct involvement of the rural inhabitants

through root level organisation in the decision-making

Planning and implementation of development activities

in the local level institutions are not functioning

effectively. Some of the rural development projects are

technically complicated and as such it is difficult to

meet the rigid criterion of participation. We need

radicalisation of the concept of participation in terms

of government participation in people's programme

instead of people's participation in government programme.

Donors' interest in giving aid to Bangladesh is to

restore order and bring in social change through usefuJ.

means. The continuation of donors influences in the

aid-recepient country poses a grave threatening to the

actual progress of the economy and the society. While

utilizing aid in development work, especially in the

rural areas, this has to be offset and realistic approach

has to be adopted in handling the problem.
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