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Political alliances like cartels break up, or become unstable, because of the dominance
by one or more partners or if some partners or individual members are unduly
favoured. BNP is in alliance with two extremist parties which, unlike BNP, abhor
everything a secular democracy offers. This political alliance will last only as long as
each benefits by riding on the other. But in reality, Jamaat has been taking advantage of
BNP and to many observers B_HP is being slowly Jamaat-ised.

proliferated to such an extent that
Khaleda's continuation in power is

only hurting the country's image |
abroad and hampering political |

and economic progress at home.
No wonder Professor Kabir

Chowdhury, while addressing the

Forum for Secular Bangladesh on
May4, demanded that Khaledaand
her son Tarique be brought to trial
for human rights violations and
their illegally amassed properties
beconfiscated.

Apparently, all this has awak-
ened the conscience of "a few
good people” among the BNP
loyalists. The looming internal
feuds at every echelon of BNP
leadership, and allegations of
corruption against Hawa Bhaban
are becoming serious concerns as
the national eleéction is tiptoeing
closer and closer.

Rakib Suman’s intriguing
reports (Daily Star June 17 and 25)
reveal that "silence is golden” is no
longer the code of conduct of the
BNP hierarchy. Even the grass
roots level party principals are
breaking the golden rule of silence
as if to say, "enough is enough.”
But the mockery is that grass root
activists are complaining against
corrupt ministers and lawmakers
to those in the Hawa Bhaban and
Tarique Rahman, which is like
"asking the hyenas to rescue
chickens from the foxes’ mouth.”

Rakib's reporting indicated:

-- That some of the discords
have been triggered by the humili-
ating and insolent treatment by
junior lawmaker Ilyas Ali (backed
by Tarique Rahman) of Finance
Minister Saifur Rahman.

-- Several BNP standing com-

mittee members are openly indig-

nant of Tarique's ascendancy, his
alleged corruption, and unusual
cosiness with Jamaat. They believe
thae his widespread disrepute and
off-putting image and Hawa
Bhaban's corruption network will
cost BNPin the national poll.

-- Lawmaker Oli Ahmed
refused ro take orders from

Tarique Rahman or even the sec-
| retary general Mannan Bhuiyin.
He said: "As a member of the
standing committee, [ will follow
only the directions of the party
chairperson.”

-~ Others are bemused and
thrown in a huff by Jamaat's
scheming activities in their con-
stituencies. Former Speaker
Sheikh Razzak Ali alleged: "Jamaat
has utilised government machin-
ery to strengthen itself. It has not
done anything for the country in
the last four and a half years. [f the
Jamaat lawmakers are re-elected
under the banner of the coalition,
they will destroy the BNF in their
areas.”

The surfacing of on-going
spate of protests from young grass
root level activists against corrupt
and aging ministers and lawmak-
ers at the fag end of BNP's rule
may have been engincered to get
rid of older leadership and usher
in Tarique Rahman's pre-
eminenceinleadership.

The upshot of all these is to
argue that the fermenting disarray
in BNP is making the alliance
unstable. Not that we don't wel-
come it, but our curiosity is why
these "few good people” are mak-
ing noise now when the damage
has already been inflicted with
their tacit acquiescence.

As recourse, Khaleda may
exorcise these rebels from the
party or the eventual drama of
breaking up Jamaat from the
alliance must be consummated.
Buta goodbye to Jamaat will derail
Tarique's ascendancy, and so
extricating BNP from Jamaatis not
an option. Game theory predicts
that Jamaat will remain allied with
BNP until it has the prospects of
gaining mare by dislodging from
the alliance.
can AL win majority seats again?” [
wrote: "The alliance offers BNP
the prospects for being the major-
ity party while Jamaat gets a pro-
tected parasitic growth to spread

In.my January 22 article: "How

dispensation of 1991-96.

its fundamentalist ideology
among the rural populace. The
alliance guarantees Khaleda to
firmly root her son's future pros-
pects in political power. She will
continue embracing Jamaat no
matter what and at the same time
keep overlooking BNP ministers
and lawmakers alleged
culpabilities in exchange for their
resolute loyalty."

Thisis the ultimate testing time
for the BNP chairperson, Her lack
ofhigher educationisnolongeran
issue given that she has been
leading the party and elected PM
for two terms. However, because
she missed years of grooming on
university and college campuses,
she also missed the struggle for
political rights, freedom of the
press, and most significantly, how
it felt when chased and beaten by
riot police while leading street
agitations for those rights. These
may be the reasons she lacks the
virtues of receptivity, empathy,
and the guile to deal with protests
forpolitical reforms.

Today, there is no hiding that
BNP is in some disarray and the
country's democratic institutions
are in a quandary. Arguably,
Khaleda's lack of being au fait in
the country’s affairs coupled with
her ineapacity to impose the rule of
law on her courtiers and goons is
the reason why the people are
entrapped in the current all-
encompassing predicament.

Ifshe truly loves the country she
might think about following the
wisdom of Thailand's Prime
Minister Thaksin Shinawarta. But
as Brigadier Hafiz in his June 19
article articulated: "We are familiar
with the game right from the
Pakistani days and privy to its ugly
face both during Ershad regime
and Hegum Zia's 'democratic'
More
often than not they had w be
houndedout.”

Dr Abdullah A. Dewan is Professor of Economics
atEastemMichigan University,

New k1ng of steel

CHAKIADER MAHBOOB-ULALAM
writes from Madrid =

N January, Mittal Steel, a
I Rotterdam-based steel con-

glomerate launched a hostile
takeover bid against the
Luxembourg-based steel giant
Arcelor. After months of bitter
wrangling in which the manage-
mentofArcelor used every possible
means including racial slurs and a
stream of invective to defeat the
bid, on June 25, the bid was finally
approved by Arcelor's board.

Mittal will pay 40.37 euros for
each Arcelor share. The new com-
pany will be named Arcelor-Mittal
and headquartered in
Luxembourg. With more than 100
million tons of annual capacity,
annual revenue of approximately
$70 billon, and 320,000 employees,
the combined group will become
by far the largest steel producer in
the world. Looking baek, one could
say that the confrontation between
Mittal and Arcelor was almost
inevitablesoonerorlater.

1999 was a bad year for the steel
industry. Saddled with high fixed
costs, falling prices and overpro-
duction, a number of steel makers
were forced to file for bankrupicy.
Soon after the birth of Arcelor as a
result of a merger of three large
European steel producers Aceralia
(Spain), Usinor (France), and
Arbed (Luxembourg) in 2002, it
became clear to thesteel producers
that the days of small or medium-
sized steel producing companies
were over, and that in future the

steel industry would be dominated

by afew giantcompanies.

Rotterdam-based Mittal Steel is
largely owned and run by an
Indian-born tycoon of Marwari
arigin, Lakshmi Mittal. He is a man
who has become famous for his
long-term vision of the steel indus-
try and audacious moves. Realising
that the rapid industrialisation of
emerging nations like Indin would
create unprecedented demand for
steel in future, he went on a shop-
ping spree. He bought plants in
Romania, South Africa, and the
Czech Republic.
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In 2005, the company capped its string of acquisitions by purchasing th
Steel Granp, a prestigious US steel company which was itself the re
between Bethlehem and LTV. As a result of this aggressive acquisiti
Mittal Steel spans five continents and is the world's largest steel prod
output. It owns plants in 18 countries.

In most of these acquisitions,
Mittal was puided by a common
formula: Buy sick plants with
underperforming assets and low
labour costs and then tum them
around by introducing modern
management techniques and
reducing other overhead costs. In
order to obtain greater efficiency in
production, the company also
acquired nearby coal and iron ore
mines.

In recognition of Lakshmi
Mittal's audacity and success. in
consolidating the steel industry on
a global basis, Fortune magazine
named him the European
Businessman of the Yearin 2004. In
2005, the company capped its
string of acquisitions by purchas-
ing the International Steel Group, a
prestigious US steel company
which was itself the result of a
merger between Bethlehem and
LTV. As a result of this aggressive
acquisition policy, today Mittal
Steel spans five continents and is
the world's largest steel producer
interms of output. [towns plants in
18 countries.

But Lakshmi Mittal was still not
satisfied. He knew that Mittal
produced low quality steel and
despite having wide geographic
reach including America did not
have a strong presence in the ELL.
In order to obtain better ecano-
mies of scale and greater pricing
power and to be able to moderate
production in times of difficulty
and compete with China, which is
rising as a steel superpower, he
started coveting Arcelor, which was
not only Mittal Steel's biggest
competitor in the world market but
also produced better quality steel
and had a strong presence in the
EL.

Actually Arcelor is the world's
largest steel producer in terms of
turnover and the second largest in
terms of output. ‘The' company
operates in 60 countries, has got
84,000 employees and is managed
by Mr. Guy Doellé, who has always
displayed a chauvinistic attitude by
looking down upon Mittal as being

Laxmi Mittal

a "company of Indians” and not
having "European values." He
dismissed Mittal's takeover bid by
saying that he did not want his
shareholders to be paid with Mr,
Mittal's "monkey money.” He also
cast doubt on the corporate gover-
nance practices of Mittal Steel.

But as the takeover drama
unfolded, it became clear that
Arcelor's managers, instead of
protecting the interests of the
shareholders, were fighting for
their own interests. Some of the
measures taken by the Arcelor
management to fight the Mittal bid
generated growing concem among
shareholders and analysts about
Argelor management’s corpopate
governance.

* The way Arcelor management
concocted a deal with the Russian
tycoon Mordashov and tried to
push it through came under heavy
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es like India and China emhar‘

led on major world quests for energy and are
ery deal they can, when even a small country like Vietnam is thinking of
ly to atomic energy, it is not prudent for a small country like Bangladesh to
projects that demand huge energy resources without a total and transparent
d baie about its benefits and effects on its energy future.

read a recent two-
le: "Assessing Tata's
it proposal” by
Rabani, Nuruddin
in The Daily Star
add my own voice to
le as a concerned
g!ndesh
1 m investment pro-
[ata in Bangladesh as |
{ mainly from the
“basic parts: 1) A
million ton capac-
in Isurdi; 2) A gas-
Illlcn ton capacity
ant in Chittagong: 3) A
d 1000-megawatt power
0% to be consumed hy
lant and 50% (o be
angladesh at yet
i prices); 4) Ownership
il it exploration rights of
ipukuria Coal fields; and 5)
ership of 3,000 acres of
- prime agricultural lands for
plant, factories, mines, etc. This is
ing portrayed as the single
st investment proposal in

- ‘What does Tata want from
"”-J"‘Biﬂglndesh and what does
igladesh get in return? Let us
' first what Tata wants from
ngladesh. It wants: 1) Cheap
ergy (gas at below market
rices and coal at throw-away
yrices). 2) Itwants land and water
i infrastructure.
| Under the latest proposal, as I
; 'Aﬁﬁ‘i[ermd, itwants security and
o 1 ' of gas supply for 20
s of an amount of 2.2 tef from
t: mﬁt‘nncemcnr of operation (in
tthme‘ years from now). The
atest pro %ﬂd price of gas is in
l&ﬂé.puﬂ lly Tata will pay
r m 6 years, $2.5
permcf for steel, and $3.1 per mcf
for fertiliser production. Most of
!Iinhteel and the fertilisers willbe
_exported. Bangladesh will sup-

posedly get about 100,000 man-
years of low paid labour in direct
construction and 24,000 workers
during operation. It will get 10%
equity in coal mining and duties
on exported steel and coal,
besides 6% royalty in coal.

The two basic questions relate
to the supply of gas and coal to
Tata. There are twp basic ques-
tions related to gas. One is the
matter of price and the other is
that of security of supply. The
second part, Le. the supply, is
related to the issue of assured
availability of gas from local
fields for twenty years. Are anyof
them favourable to Bangladesh?
In terms of prices, the question is,
what is the price of gas supplied
to domestic industrial and power
producers in Bangladesh today
and what will be the projected
price of gas during the period
demanded by Tata? Will gas be
available In Bangladesh even
after 10 years, letalone 20 years?

Gas in Bangladesh is primarily
consumed to produce electricity.
A part of it is used to produce
fertiliser as well. We are running
very low in electricity production.
To sustain our all round national
growth we need more eleetricity.
Unfortunately, we have not
added a single additional mega-

“watt of electric power during the

last five years. Yet the need for
power has grown by at least 50%
during thesame period.

No matter which party comes
1o power after the next election,
the pressure to produce gas-
based electricity will be intense.
The party in power will not be
able to resist the call for more
power production. And power

production will depend on

dependable supply of gas, Suynﬁ
foreign investing party shoufd be
supplied gas at rates lessthan the
rates at which-we sell to our own
power producers and suppliers.

This should be condition number
one. Otherwise, we will end up
supplying gas to foreign investors
at the expense of domestic pro-
ducers, whether in the private or
the public sector, and at a heavily
subsidised rate.

If we are purchasing gas from
10C's at $3.5 per mcf ($2.7 well-
head cost, plus corporate taxes,
etc at $0.80) today, it does not
make sense to supply gas to Tata
at 1.5 to 53.1 three years hence
when the prices will be even
higher.

What is the international price
of gas today? It is between $5 and
S8 depending on location and

ease or difficulty of supply. Gas

price, internationally, is indi-
rectly linked to oil prices. Two
years ago oil prices were in the
mid-30s (dollars). Today the price
of oil is $70 plus. In five years or
less, the price of oil could rise to
5100, In twenty years, the price of
oil, a depleting resource with
rising world demand, could rise
o $150or more,

Bangladesh has no oil and yet
is dependant on it. Most of its
transport sector is oil dependant.
Agriculture is also becoming
more and more electricity and
diesel-based. Any reasonable
transport conversion will have to
be to gas. We have seen how the
Bangladesh government
requested Kuwait to allow
deferred payment for oil for six
maonths, It is not an absolute
relief. The money will have to be
paids in six months by the
Bangladesh people, but maybe by
a different government. The
burden has been shifted to
anfither one, temporarily. Today's

~“price of gas in the international
market could also double in
twenty years. By then or earlier, as
predicted by quite a few experts
in. Bangladesh, the domestic
production of gas may cease. In

I

which case we may have to
import gas from others at $10 to
515 per mef.

In such a scenario Bangladesh
may have to provide expensive
imported gas to Tata at guaran-
teed prices. According to some
experts the subsidy alone will
cost Bangladesh far in excess of
510 billion, maybe $15 billion, if
gas price rises to 510 per mcf by
2020, Why should we risk an
investment of 53 billion, where
we may have to pay subsidy of 510
billion to $15 billion?

Why should we do such a
thing, which is against our
national interests and at the cost
of our ability to produce energy
for our own needs? With power
production we have made one
mistake. We should definitely not
blunder into another. We are not
Kuwait, with unlimited supply of
gas and oil. Our resources are very
limited. We must use very judi-
ciously. Those who opt to sign
such a lopsided deal should be
very careful ofits implications.

As to the handing over of coal
exploration rights toTataata mere
69, this is utterly wrong. Why
should we hand over one of our
very limited and critical energy
assets at a throw-away price?
Further, the 10% equity and 6%
toyalty payback is nothing when
compared to the devastation to
the environment that will be
caused by open pit mining, as well
the dislocation of people and loss
ofvery valuable agricultural lands.
The costs of these will far out-
weigh the meagre returns, Why
should we get into such an illogi-
cal agreement when we ourselves
will need all the coal to run our
own power plants in the not too
distant future? Have we gone
blind or mad?

If we have to enter into coal
deals, it should be on the basis of
production sharing agreements
like in the oil and the gas sector
and not on some measly 6% roy-
alty. Otherwise it will be better
not to enter into such a deal and
to keep the energy resources for
ourown futtire.

Further, it is absolutely imper-
ative that all coal mining must be
underground and not open pit. To
have open pit mining agreement

there has to be a major environ-
mental review, which must be
open and transparent to the
public. Such reviews must not
override national consensus.

If we have to pollute our own
environment, it should be for our
own power generation and not
merely for exporting raw material
or value added finished goods
like steel. We could become a
major steel producer, if we had
inexhaustible supply of gas and
coal. But we do not. We have very
finite and limited quantity of
both and we will need them both
in the very short term, never
mind mid and long terms.

When countries like India and

China embarked on major world
quests for energy and are sectir-
ing every deal they can, when US
is very concerned of its energy
future and is desperately search-
ing for secure energy resources,
when France is 40% dependant
on atomic energy and continues
to expand the program, and
Britain is thinking of moving into
major atomic energy uses,
because it running out,of north
sea oil, when even a small coun-
try like Vietnam is thinking of
moving heavily to atomic energy,
itis not prudent for a small coun-
try like Bangladesh to go into
projects that demand huge
energy resources without a total
and transparent national debate
about its benefits and effects on
its energy future.

The issue is not Tata's invest-
ment in steel and fertiliser; the
issue is the energy future of
Bangladesh. In this context, [
personally feel Bangladesh
should complete the deal with
India and Myanmar for tranship-
ment of Myanmar gas through its
territory, if only to have an addi-
tional source of gas energy avail-
able in the future. We need energy
security for Bangladesh's future.

If Iran, Pakistan and India can

plan to have a common gas pipe-
line, there is no reason why we
cannot work out one bhetween
India, Myanmar, and Bangladesh
as well, to the common benefit of
all three. That would be a win-win
proposition for all of us.

Tanwir Nawaz is an architectand urbanist,

M A TASLIM

HE budget in Bangladesh is

a huge media event. For a

day or two the Minister of
Finance replaces the Ronaldos and
Aisharyas as the favoured star of
the ubiquitous box. The media
hype begins many days before the
actual presentation of the budget
in the Parliament with a series of
pre-budget meetings and press
interviews. Anybody and every-
body who consider themselves to
be somebody gratuitously provide
copious suggestions abouthow the
budgetshould be framed.

Then comes the B-day, the day
of the Minister of Finance.
Impeccably dressed in a smart suit
he makes a regal entrance into the
Parliament chamber escorted by
the somewhat more attractively
attired Prime Minister and Elapkecl
bylessermlmsie 15 and minions. He
tightly holds in his hand a sleek
briefease purchased specially for
carrying his budget papefs. For
once the Parliament looks like an
institution that we can be justly
proud of. Quorum and boycott
problems are momentarily elimi-
nated. All the truant parliamentari-
ans, who have a proclivity to lose
their way wandering about in the
wilderness of the concrete jungles
of Topkhana and elsewhere, are

“dutifully seated in their allocated
seats. With a flourish honed over
many practice runs the minister
takes out his speech and stands up
to address the Parliament and the
nation. He rambles on for hours.
The audience listen to his budget
speech interspersed lavishly with
figures and percentages with the
rapt attention of students listening
to their math teacher explaining
the solution to the very difficult
problem of a monkey climbing an
oily pole. The speech ends with a
rapturous applause from the cap-
tive audience and all round con-
gratulations.

No sooner than the Minister of

- Finance is done with his speech,
the media goes into a feeding

frenzy. They hunt around for com-
ments on and analyses of the bud-
get. The first to come on board are
the favourite "renowned” econo-
mists of the media. Their sombre
faces are flashed in the box with
profound comments such as "the
budget has taken some bold initia-
tives, but has fallen short in some
critical areas." Political leaders of
various shades do not miss this
golden opportunity to take a swipe

at the Finance Minister. They dust

Weakness in the budget

off the old files to choose their
favourite lines such as "the budget
holds no promise for the mehnati
manush (working class) of the
country” or better still "this is
looterar budget, gareeb-maarar
budget."

The business leaders are more
forthright. They roundly condemn
any measure that increases their
burden and applaud any benefits
conferred. The next day the print
media gets into the fray. Some
newspapers devote as much as a
quarter of their news space to
budget details and analysis and
comments. Next the "dialogue”
industry gets into the act with the
same people coming together to
present their wisdom afresh. The
Parlinment of course has its own
budget debate where the members
jockey for the Minister's attention.
The comments and analysis
extravaganza continues until the

‘budgetis passed.

The budget in Bangladesh
receives extraordinary media
attention. Every government in the
world has a budget. In most devel-
oped countries the budget has a far
greater weight in the national
economy than in Bangladesh, The
total government revenue and
expenditure in some of these coun-
tries exceed one-half of GDP com-
pared to less than one-sixth in
Bangladesh. And yet budget is not
much discussed in these countries
where most of the population is
adequately educated and qualified
economists are abundantly avail-
able. Why is it that the budget gets
such modest attention in these
countries, but so much more in
Bangladesh? The commonly prof-
fered explanations of "media igno-
rance” and "not having anything
better to do” are [ suspect only part
ofthe answer.

The principal impetus for the
excessive interest derives, [ believe,
from a fundamental weakness of
the budget in this country. This
weakness is the ever-present
unpredictability of the budget, a
feature that distinguishes it from
budgcts in developed countries.
This is precisely because some of
the fundamental parameters of the
economy, such as taxes and tariffs,
are altered unpredictably by the
budget that so much attention is
paid to it by all sections of the citi-
zenry, These parameters happen to
he also very important parameters
of economic and business deci-
sion-making and directly impact
on the profit/welfare of business

vl
AW

and households, l;‘l'tus evny bud-
get changes the economie deci-
sion-making en
the outcome Sig
unpredictably,.
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ofa new business. Anenirepr
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ment as quickly a8 pos:
guard against Iusm‘i ‘caused by
unforeseen budget Impudiﬂnns
The tendency of imhinm enter-
prises in Bangladesh to seek exces-

sive profits is greadgpiﬂuenmd by
thisaspectoftheh

The higher pmﬁttﬁmgtnmght
by private business al & risk pre-
mium restricts the pumber (and
amount) of new investment. Total
investment is depressed which in
turn retards the growth rate of the
economy. Thisis the real cost of the
unpredictabilityof the budget. Itis
instructive to note that much of the
private business investment of the
country occurred iy sectors that
were relatively secure from adverse
decisions of the government.

The crux of the problem is that
the power and prestige of the
Ministry of Finaneg depend cru-
cially on the arbittariness of the
budget; favours can be distributed
onlyifthere is scupﬁ*fnr discretion.
It seerns unlikely that the ministry
will by itself contemplate fixing
budget parameters on a longer-
term basis in ordér to accelerate
growth. It [ooks like the situaon
will continue for some mare time;
the only improvements would be
ingremental, brought about by
private sector pressure and
demandof Lhcg!ohuiamnnmy

The autharis a Professor ﬁmmw
of Dhaka,



