Eh}z' Raily Star

Dhaka Friday, May 24, 1991

Chasing Defaulters—the
Wrong Way

A major election pledge made by the
Bangladesh Nationalist Party (BNP) involved its
commitment to enforce the strictest possible
discipline on the country's financial institutions,
especially banks, and to ensure that, in future,
these institutions would function in accordance
with the highest professional standards. However,
in terms ol priorities, the immediate task of the

‘ernment would be to clean up the mess. as

saying goes, in many of our banks, both pri-
vate and nationalised. created by the accumula-
tions ol bad debts, increase in the member of de-
faulters and other alleged irregularities.

It was undoubtedly a popular election pledge.
For one thing, it was obvious to the business
cominunily, not to mention the media and other
vehicles of public opinion, that our industries.
especially the sick ones, would get legitimate as-
sistance from banks only if (and when) the later
had sorted out their. difliculties in areas men-
toned earlier. Meanwhile, the mounting pressure
from the World Bank and several donor nations
went a long way in making the authorities realise
the urgency of the matter as well as of the need
for immediate action.

Now, whal has so far been a situation that re-
flected a large measure of national consensus has
been turned by the authorities into a confused
on¢, marked by divisiveness, unwarranted con-
troversies and a decline in the confidence of the
business community in both the Ministry of Fi-
nance and the Bangladesh Bank. Whatever might
have been the strategy of the government in a
first step in introducing discipline in the coun-
try's financial sector, the exercise has got off to a
bad, a very bad, start.

The controversy, in main, has been triggered
off by the publication of long lists of alleged de-
faulters by the desh in a section of
the local press last Sunday and Monday. For being
included in this list, a somewhat dubious distinc-
tion, an defaulter had to owe his bank Tk
2.5 crore above on December 31, 1990.

It took only a day or two for erts, including
some distinguished members of the business
community, to react to the move by the
Bangladesh Bank in a predictable way, in a mix-
ture of er. resentment and bewilderment.
There was little doubt that in the preparation of
the list, the central bank had apparently made lit-
tle distinction between legitimate borrowers with
long-standing loans which were either being ser-
viced or r eduled and defaulters who may also
include some who have failed to meet their
commitment due to circumstances beyond their
control. As a reader suggests elsewhere on this
page, while such defaulters need rehabilitation,
any action against a large number of borrowers at
one time gives the impression of a 'collective pe-
nal action’ which is likely to create doubts about
the propriety and efficacy of such action."

Unfortunately, we have reached a stage when
the business community is no longer in
terms of "doubts” but is now assessing the lclig:av.m
gc caused to various sectors of the economy by

¢ government action, da e by bringing a

n r of business rggerziuﬂns to a halt and dam-
age creating a credibility gap between foreign

entrepreneurs and their local partners. When we
add up all this visible and invisible damage, it is
hard to accept the assurance offered on Wednes.-
day by the Finance Minister Saifur Rahman that it
was not the "intention" of the government to
‘malign” anybody by the publication of the so-
called list of defaulters. Whatever might have
been the intention of the Ministry and the

ladesh Bank, it is not too late yet to review
the situation carefully and take measures which
may provide some remedies to the situation be-'
fore it goes completely out of control.

Death and the Meandering
Highway

A truck does it again — could be the beginning
of this horror story. But that would be resortin
to cliche. Trucks have been at it for so long an
so frequéntly that very few readers would feel at-
tracted to read on. It could have as well started in
this fashion : Night coach rammed, 12 killed. And
night coaches are also the butt of regular alarm
stories. Although it was a truck-bus collision that
killed 12 on the spot Tuesday night the sto
should have been headlined to involve that whic
has for decades evaded exposure as most fre-
quent fmlnt of accidental deaths. We have all
counsels every now and then on how to cut down
on road transport deaths. It is our foolishness
that we haven't so far — from the inauguration of
the Dhaka-Aricha road in 1956 detected a kind of
relation between frequency of road traffic acci-
dents and consequent deaths and the places
where these occur. The prize for most road
deaths in the nation should go to Manikganj —
without even a thought of a competition over it.

Why is Manikganj So persistent in becoming
the spot of heartbreaking tragedies all round the

€éar — a respite it hasn't possibly known in the
ast 35 years. Thousands upon thousands must
have perished on the Manikganj part of the na-
tional highway. But why is this dubious distinc-
tion? Is Manikganj jinxed or accursed ?

The nation must acknowledge its gratitude to
the builders of Dhaka-Aricha Road — a 55-mile
traffic stretch on an incredibly difficult terrain
that has served so'wonderfully for three decades
and more. Without it the whole of the Rajshahi
and Khulna Divisions would be distant climes
from the national capital. On hind sight it must
be said that it were they who built death- traps
into the Manikganj roads. A national highway
should not meander in the way it does in
Mamm And because of ferries that have long
interv tween them — and also because traffic
rush is so heavy all the time of the day all the year
round — the thousand buses and trucks that p
over the Dhaka-Aricha road — dense as it is wit
numerous rickety bridges and unmarked culverts
— are on a perpetual race against one another.

The Dhaka-Mawa road, if prpperly connected
with the national highway at Bhanga, could ease
off much of the load of Dhaka-Aricha. Things
could start looking up then in Manikganj. But that
one improvement would hardly have made the
drivers do their job with a dash of sanity or the
highway any less tortuous. There is no substitute
for improving roads and hnpruvlng policing on
vehicle behaviour in lessening road deaths.
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ving image
in the South Pacific with a

recent historic visit to New
the French Prime
Minister, Michel Rocard.

The visit quictly laid to rest
the ghost of the Rainbow War-
rior allair, but it was not wholly
successful in other respects.

Al a time when the New
Zealand government is re-
asscssing its foreign policy and
even questioning its nuclear-
free stance, the tour has failed
to allay suspicions about
French intentions in the re-
glon.

While Pacific nations have
generally - welcomed the
Matignon Accords in New
C nia, under which the
lerrilory is in transition to
possible independence with a
referendum in 1998, they have
remained concerned over
other issues. -

New Zealand in particular
has been worried that the pro-
cess of decolonisation has been
replaced by increasing at-
tempts to buy influence in Pa-
cific capitals through aid and
military assistance, especially

in Fiji.

In addition the problem of

nuclear testing in French
Polynesia remains just as
strong today as it did when
France began atmospheric
blasts above Moruroa Atoll 25
years ago.

Although both the French
and New Zealand governments
tried to create a positive public
image for the tour, protesters
wearing radiation suits waved
anti-nuclear banners and
chanted "France out of the Pa-
cific.” There was an incident in
which a French embassy offi-
cial allegedly tried to rip down
posters condemning nuclear
tests,

This reflected the continu-

ing strong opposition among
most New Zealanders to nu-
clear testing in the Pacific.

how the United Siates

has handled its Enter-

prise for the Americas

Initiative (EAI) to know why

the Bush administration is able

to successfully promote its in-

ternational economic policy
agenda.

Many factors have led the

United -States to refocus its

. attention on the economies of

Latin America — its financial
woes, the expansion of Japan's
economic influence, the inte-
gration of Western Europe and
its mew role in a transformed

| Eastern Europe, and the fail-

ure to achieve a new interna-
tional trade agreement under
the Generalised Agreement on
Tarills and Trade (GATT).

The EAI was preceded by
the Caribbean Basin I[nitiative
([CBI). launched in 1982 as a
sub-regional endeavour with a
strong political motivation —
support for the government of
El Salvador and isolation of
Nicaragua and Grenada. But the
EAl is a far more ambitious and
comprehensive region-wide
plan geared to open up Latin
American economies and pro-
vide unregulated access for
North American companies to
cheap labour and other pro-
ductive resources. :

It is in'ltresting, but not
surprising, that the conversion
of the Caribbean's trade sur-
plus with the United States
into a large deficit under the
CBI has been conveniently ig-
nored in the promotion of the
EAI

The EAI proposal has several
components, including a five-
year US$1.5 billion grant fund
(of which the United States
would contribute US$500 mil-
lion) to support the implemen-
tation of open-investment re-
forms, a number of free trade
agreements, and a measure of
official debt relief. In essence,
the EAIl authorises the forgive-
ness of a portion of debt owed
to the US government by Latin

American and Caribbean gov-

ernments and the conversion
of a small portion of that into
environment funds in 1he
countries of the region.

To be eligible for
reduction. however, govern-

debt

ments must have Julfilled
three US conditions: ;

to smooth relations.

After the bombing of the anti-nuclear
repatriation of the bombers, French
‘exile” on Hao Atoll, relations bet
On his first-ever visit to New Zealand the

forme

ship Rainbow Warrior in 1985 and
agents Alain Mafart and Dominiq
ween France and New Zea

the premature
ue Prieur from their

ealand reached an all-time low.
*Frenchprinte minister,Michel Rocard tried

lerview by persistent question-
ing over nuclear testing and
New Caledonia, Rocard denied
having described New
Zealand's nuclear-free policy as
"weird.”

The prime minister was

Nuke

testing:
A French
face-lift ?

i

The NZ challe

asked why, il the tests were as
safe as claimed, France should
trigger its nuclear devices

20,000 km away from Paris.

Rocard fafled to answer the
question and he turned down
any other indtvidual news me-
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nge: if nuclear testing

Is safe, why not do it closer to Paris ?
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dia interview.

Ironically, among Rocard's
entourage was Brice Lalonde, a
one-time opponent of the nu-
clear-tests who was
Environment Minister (n
1988,

Lalonde is no stranger in
the Pacific. After joining
French and New Zealand anti-
nuclear protesters on board
the schooner Fri in 1973, he
again sailed to Moruroa on
board the Creenpeace boat
Vega six years later.

He was a Greens candidate
in the 1981 presidential elec-
ion, and was casily defeated by
Francois Mitterrand. He re-
turned to Morurca for a third
lime as a Greenpeace
protester.

Described by some com-
mentators in mixed metaphors
as a "political chameleon who
changed his spots,” Lalonde
became a staunch defender of
the tests when he took on the
environmental portfolio.

Environmentalists in New
Zealand met Prime Minister
Rocard but left their private
meeting with the issue of a
Greenpeace scientific mission
to Moruroa Atoll still unre-
solved.

‘It might have been a good
public relations exercise with
the New Zealand government,
but most ordinary New Zealan-
ders haven't been fooled,” said
Grecnpeace nuclear cam-
paigner Stephanie Mills, "We
made it quite plain that the
people of the South Pacific are
still just as opposed to nuclear
lesting.”

Mills was one of two Green-

privaic meeting with Mocard
when he announced that the
intcrnational Atomic Energy

computer model by scientists
at Sydney University shows

. "worsl case scenario”

from Moruroa could signifi-
cantly affect much of the West
Pacific and result in a highly
contaminated water mass in
French Polynesia for a long pe-
riod.

Last December, a scientific
team on board the new Rain-
bow Warrter — including
American Norm Buskg who
claimed in a recent contro-

versial that radiocactive
wasle m

lrrttntl:d_ in a television in- Sl e i Qs peacc campaigners who had a from cach test Australia, Africa and France.
NE only has to look at will see their partners iced out

Bush's Latin America Agenda

US President George Bush's 'Enterprise for the Americas Initiative
programme designed to open up the ceonomies of Latin America to

companies.

' (EAD) is, in reality, a
North American

S?ephen Hellinger, US development analyst, _writes from Washington

— They must have adopted
or be making progress toward
adopting an Intesnational
Monetary Fund (IMF) or World
Bank structural adjustment
programme.

— They must have put in
place major investment re-
forms and be moving toward
an open-investment regime.

— They must have reached
agreement with commercial
lenders on a satisfactory fi-
nancing programme for their
commercial debt. |

The debt-reliefl component

is the only aspect of the EAI
that has been approved by
Congress. And, like virtually
every other measure condi- -
tioned on the far-reaching
economic policy reforms that
have devastated the Third
World, it breezed through a
Congress seemingly deter-
mined to spend another
decade with its head in the
sand.
Congress has not been alone
in ignoring the conditions tied
to EAl debt relief. The main-
strcam media, for example,
have continued their time-
honoured practice of support-
ing US programmes overseas
without bothering to investi-
gate what their impact on the
ground might be,

Worse, however, have been
some of this country's most
established erwironmental or-
ganisations, -which have been
casy pickings for an adminis-
tration that has turned the
serving of self-interest into an

.art.
Driven by their desire to se-

cure environmental funds for
their Latin American net-
works, they have chosen to ig-
nore the ecologically destruc-
tive adjustment conditions that

other US environmental organ-
isations have been actively

challenging,

One of those challenges has |

come [rom the US-based
Friends of the Earth, which is
leading a growing campaign to
reform the IMF and to hold it
accountable for the environ-
mental and social impact of
the adjustment measures it
imposes on its borrowers.

It has written to the Fund's
management, emphasising the
environmental degradation
caused by adjustment-induced
cuts in the area of natural-re-
source management, austerity
measures that further impov-
erish the poor, and an over-
emphasis on the export of nat-
ural resources.

In November 1990 and with
little debate, Congress gave
the Bush administration the
authority to forgive up to
US81.7 billion in Food for
Peace loans. Over the next two
months, in the context of this
year's foreign aid bill, it will
take up the matter of some
US85.3 billion owed to the US
Agency for International De-

L

velopment (USAID).

This seven billion dollars in
concessional loans represents
only about two per cent of the
total foreign debt of the coun-
tries of Latin America and the
Caribbean.

For most of the governments
of South America; this pro-
posal has little relevance. Few
owe a significant portion of
their foreign debt to the US
government, even when the
US$4.7 billion in commercial
obligations to the Export-Im-
port Bank and the Commodity
Credit Corporation are taken
into account. Furthermore,
there are few South American
countries that have not

adfustment and related poli-

cies in order to avoid isolation
in the international financial

community.
Nor is the US$1.5 billion in
open-investment-related

grants a powerful attraction to
these governments.

While Congress will likely
balk at appropriating the pro-
posed US contribution, tgeu
funds constitute only a small
percentage of the continent's
outstanding debt. For the large
countries of Latin America,
prospective [ree trade agree-
ments arc easily the most
prominent feature of the EAL

But for a number of coun-
tries, particularly those in the
Caribbean and Central America
(including, notably, EI Sal-
vador}, concessional debt owed
to the US government is sig-
nificant.

Should they meet the condi-
tions. they will be eligible to
enter into environmental
framework agreements with
the United States, under the
terms of which local environ-

.mental funds would be estab-

lished with local-currency
payments on the interest on
the remaining official debt.
These payments would other-
wise have had to have been re-
paid to the United States in
dollars,

Once the president and the

beneficiary government have
entered into an agreement,

the local government is to
establish a fund to receive the
local-currency interest pay-
ments. The administering body
is authorised to accept propos-
als from non-governmental or-
ganisations (NGO's), although
proposals from local govern-

ments could be considered in
exceptional circumstances.
Grants are to be made for
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The campus

Sir, Your second editorial
captioned The Campus, Again’
of May 20 is highly informative
as well as timely. You have cor-
rectly shown the path to con-
genial atmosphere on campus.
Those who have lived on cam-
pus for many years probably
know the real story behind
the campus violence.

You have clearly hinted that
the arms-wielding goons mas-
querading as student leaders
are carrying on violent activi;
ties under the protection of
vested s. We have seen
that despite objections and
loud protést from the general
teacher and student commu-
nity, outsiders, non-students
and even expelled students
have been admitted into de-

ts as regular students.
You will be surprised,il not
shocked,to know that these
violent elements not only enjoy

bqen forced to adupt structural

—  wmm —

the protection of political par-
ties,. but also they maintain
close liaison with the univer-
sity authorities, if the ghost
stays inside the mustard seed
then why should the poor po-
lice be blamed ? '

Sheich A. Latif
Nilkhet, Dhaka

Diarrhoea

Sir, Nearly one lakh people
is reported to have been at-
tacked by diarrhoeal diseases
in the eyclone-hit areas. In
most of the affected areas, di-
arrhoea has broken out in an
epidemic form.

I think, necessary hygienic
precautions should be taken
while storing and transporting
food items specially bakery
loaves and hand-made breads.
Only fresh and hygienically
clean foods should be sent to

the cyclone-hit areas. People
should be made aware of the
danger of eating rotten foods
through media, local and na-
tional. Clean drinking water
has to be made avaflable to the
aflected people in order to ar-
rest further spreading of diar-
rhoeal diseases. And above all
they should be continually in-
structed to be hygienic in
habits. :

M. Zahidul Haque

Assistant Professor,
Bangladesh Agricultural
College,

Dhaka- 1207,

An appreciation

Sir, Since the start of pub-
lication of *The Daily Star” |
have been a reader of the
English daily. | like to thank
the management and the
Editor as well as the newsmen
and others for bringing owut

such a fine English daily. In my
opinion, publication of the The
Daily Star has brought a new
dimension in English journal-
ism of the country. It's unique
news style, attractive get up
and excellent printing are all
appreciable. Reports published
on national and international,
political, economic and scien-
tific issues, prepared by your
illustrious local and overseas
correspondents are really in-
teresting and thoughtful There
has been a breakthrough in
the information technology of
the country with the publica-
tion of your esteemed newspa-

per.

| am sure the intellectual
class of the country will find a
ray of a new hope in it | wish
it continued success.

M.N. Uddin

Chittagong.

projects that link environmen-
tal pmt?.:gn with local com-
mu lopment projects.

A'lltfgmgh the mngmarlgnal
drafters of this legislation were
clearly well intentioned in
their effort to give NGO's a ma-
Jor role in this programme,
they just as clearly failed to see
the whole picture. Had they
taken the time to consult Latin
American and Caribbean
NGO's. they would have
learned of the considerable
opposition that exists to the
economic policy conditions
attached.

Indeed, all of the first re-
sponses to a letter since sent
to many of the region's NGO's
by 11 US environmental and
development organisations
have condemned the inclusion
of those conditions in the EAI.

Legislation related to Food
for Peace loans and the pend-
ing aid-selated bill leave a
great deal of diseretion regard-
ing NGO involvement and ben-
efits in the hands of rn-

ments that have often been
hostile to tndeﬁcndcnt NGO's.
It is not unlikely that some

of the US environmental or-
ganisations that backed the
Bush administration’s proposal

caesium- 134 and
outside the |12-mile pone

During his New Zealand

cobalt 60

agenis
on 10 July 1988 while ruling
out any quick cnd 10 his coun-
try's nuclear testing pro
gramune
The French government has
paid compensation to both the

. lor research projects
mlh-:hipu. and young

journalists.
Rocard and New Zealand

Prime Minister Jim Bolger
have agreed to differ on
Wellington's consistent opposi-
unnlnl‘rl:nl:hm-dc-ﬁhﬂ.
Opinion pells indicate that up
to B0 per cent of New Zealan-
ders still endorse the nuclear-
free law and the ban on nu-
clear warships.

While New Zealand opposes
the tests being conducted iIn
the Pacific, Bolger added n
could not prevent France hav-

ing an independent nuclear

deterrent.

France and the United
States now share the role of
triggering the most nuclear
tests. Last year both countries
conducted six tests each out of
a world total of 15. — GEMINI

NEWS

DAVID ROBIE has been edi
tor or held senior editorial
positions in news s in

of the action.

The handwriting is already
on the wall. Some of these
same US environmental groups
have been told informally by
the administration that, de-
spite their support for the EAI
their opposition to other ad-
ministration policies makes
them unacceptable candidates
for seats no the Environment
for the Americas board which
will manage the mme.

This game will doubtlessly
be played again in different
forms as the administration
secks support for the other
components of the EAL

if environmental supporters
of the EAl's debt-for-nature
enticement still harboured il-
lustons that the Bush adminis-
tration was motivated by eco-
logical concerns. they received
a rude awakening at a meeting
at US Environmental Protec-
tion Agency (EPA) in February.

. A few of their representa-
tives were told by a top EPA
official that they should under-
stand that programme 1is
geared foremost to levering
changes in macro-economie
management rather than to
environmental protection.

Such candour, if not con-
tained, could have far-reaching
effects: one day we might actu-
ally have a substantive and in-
formed debate in Washington
on the purpose and conse-
qucnces of the administra-
tion's Third World economic
policy agenda. —IPs

Stephen Hellinger is co-
Jounder and executive director
of the Washington-based De-
velopment Group for Alterna-
tive Policies.

Bangladesh Bank has re-
cently published a statement of
defaulters where the amount of
the default from any individual
bank is Tk 2.5 crore and above
as on 31-12-1990. As stated in
the Notice, Bangladesh Bank
has done this in exercise of
powers conferred on it under
Section 37 of the Bank
Company Act, 199]1. This is a
very extraordinary power
which the central bank is ex-

pected to exercise with utmost

restraint with due considera-
tion about the need, legality
and propriety of the action.
Such action may seem to lead
the central bank on the path of
involvement in the administra-
tion of bank loans. Whether all
the defaulters are wilful de-
faulters, in the opinion of
Bangladesh Bank, is not clear
from the statement. Some of
them may be defaulters largely
due to circumstances beyond
their control. In such cases it
is desirable that all efforts be

dialogue, negotiations and ap-
propriate remedial measures
wherever the position is re-
trievable. The central bank and
the concerned banks may deal
with defaulting borrowers not
ds a bunch but on a case by
case basis on merit. The objec-
tive should be to rehabilitate
the sick/defaulting pro-

jects /borrowers wherever fea-

Overdue Bank Loans

sible and thereby to recover
overdue loans. Any action
against a large number of bor-
rowers at one time gives the
impression of a 'collective pe
nal action’ which is likely to
create some doubt about the
propriety and efficacy of such
action. For a bank, legal action
and foreclosure is considered a
measure of last resort.
Banking Sector is a very
scnsitive area. While there s
frgent need for establishing
responsibility and accountabil-
ity in this sector. nothing
should be done which might

have a long term adverse effect

on the banker-customer rela-
tionship and would erode pub-
lic in the system.

To get the economy mov-
ing, let us hope that the gen-
eral approach would be posi-
tive and production oriented
and not punitive only.

The goard of Directors of
the nationalised banks and fi-
nancial institutions may be re-
constituted by the government
in keeping with the charter of

these institutions to them
a better sense of direction.

persons wi
experience in the feld of A-
nance, banking trade, com-
merce, industry and agricul-
ture.




