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ladesh is characterised,

rrow industrial base, low per
capita income, low capital

formation, massive unemploy -
ment and underemployment,

heavy on external
aid etc. Industrial sector
contributes about 9% to
GDP of h registering

to industrial units, they are

to contribute for at-
taining some of the broad eco-
nomic objectives and these
are:

a) contribution to GDP; b)
import substitution; c) export
orfentation and d) employment
generation.

Unfortunately none of the
above objectives could be
achicved, as foreseen, during
the last two decades when
considerable amount of credit
was disbursed to a good num-
ber of industrial wunits.
Different studies suggest that
under poor appraisal and re-
covery performance of the
lending institutions an unusu-
ally high peortion of the indus-
trial credits has already turned
into bad and doubtful of recov-
ery and if adequate provisions
for bad and doubtful debts are
made in financial sector, all
these institutions taken to-
gether will theoretically be in-
solvent. The reasons for these

primarily attributed to re-
source constraints, inefficient
credit administration, cur-
rency rate fluctuations and ab-
sence of locating real en
treprencurs.

However, the whole process
of the industrial credit admin-
istration may be divided into
three major phases - namely 1)
Sanction of Credit including
project feasibility and ap-
praisal: 1) Disbursement and
follow up of Credit, and iii)
Recovery of Credit including

legal action and disposal of
prbjccts. This article deals
with only lone term industrial
credits specially those cx-
tended by DFis and banks in
setting up the industrial pro-
jects and existing projects un-
der BMRE.

Sanction of Credit

Feasibility report and
Appraisal report including
identification of real enter-
E:nnm are the useful guide-

s indication credit recov-
ery prospects but unfortu-
nately, in our country, these

reports have proved to be sim-
ply paper work when these are

far from practically achieved
performances in most of the
cascs. This part of the credit
administration should be man-
aged with vital care and em-

phasis because once the money’

is placed into wrong place it
Jlll.l‘lﬂhl#’ll’hkllhrﬂ]‘

ﬂtuéy reveals ated
and superfluous feastbility re-
port, wrong appraisal of credit

proposal, sclection of fake en-
terpreneurs, time- in pro-
cessing the case, ue influ-

ence by pressure group, pro-
ccdurnf rigidities, inappropri-
ate priorities imposed by fund-
ing agencies, borrowers
unwillingness to repay loans
and other related factors have
led the industrial credits into
doubtful of recovery. On the
other hand industrial credits
diverted to other unproductive
sector has contributed to high
inflation. As a result of un-
healthy situation in credit
administration, real enter-
preneurs are driven out of
credit market. This is another
instance of bad money chasing

out the good.
It is essential that DFIs and
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banks select the real credit
users. Now the question is —
who is real credit users? This

. should obviously be defined

and practived by DFls and
banks personnel

expertise and professionalism
by using different techniques
and obtaining useful and cor-
rect information. Inspections
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schedule at the time
of sanction of credit subject to
fulfiliment of certain terms
and conditions as specified in
the credit agreement.
inordinate delay in disburse-
ment of credit leads the pro-
jects with the burden of cost
overrun and ultimately pushing
a viable project into a non-vi-

The reasons for bad and doubtful debts may be

primarily attributed to resource constraints;
inefficient credit administration, currency rate
fluctuations and absence of locating real

entrepreneurs.

of sponsor's records and dil-
ferent relevant studies will also
be helpful in this regard. High
professionalism, efficiency and
independent but accountable
wor system should be de-
velo and be strictly ad-
hered to while sanctioning the
credit.

Disbursements of Credit

Disbursements of credits
are made in accordance with a

i

caulifiower lines here, laying

Japanese represen
here to check on the possibili-
ties of renting growing

EADLOCK in talks be-

tween the 12 European

Community (EC) natio-
ns and the seven economies of
the European Free Trade
Association (EFTA) is making
it more, rather than less, likely
that the EC will grow from 12
member nations to 19 — the
posite of what the negotia-
ut:nnnhmded.

The talks in Geneva aim to
create a 19-nation western
Euro Economic Area
(EEA) of 380 million con-
sumers. EFTA comprises
Sweden, Norway, Finland,
lceland, Austria, Switzerland
and associate Liechtenstein.

Stumbling blocks to decid-
ing how power between the
two trad blocs should be
jointly shared and policed in-
clude Switzerland and Austria
looking to deny Community
lorries free across
their Alpine roads and Iceland
guarding its waters against free
trade in fishing.

Officials from both sides
locking horns in make-or-
break talks have imposed an
deadline of June 24. Besides
fisheries and transport, issucs
yet to be resolved include agri-
culture and a proposed fund by
which EFTA members would
help subsidies poorer EC
members like Portugal and
Greece.

The irony is that, without
agreement on an alternative
EEA free-trade zone, Brussels
will find it difficult to deny

Green Giant Moves the

able or losing concern duc to a
heavily accruing financial
charges and undue higher de-
preciation on elevated cost of
project assets. Study reveals
that delay occurs mainly due to

borrowers inability to mobilise
timely owner's equily
(specially the portion of cost

overrun), subsequent decay in
interest of borrowers In pro-

jects for various reasons, pro-

Broccoli Line South

Mexico is expected to join the United States-Canada free trade area. In anticipation,
US companies operating over the border are moving their operations into Mexico,
where wages are low and union pressures fewer. Twenty-five frozen food companies
have moved to the farming centre of Irapuato. Mexico and the US hope this will help
to stem the flood of migrants moving out of Mexico, but, reports Gemini News
Service, this will not necessarily happen.

by John Ross

Monte and a town away from
Birdseye it was employing
1,100 workers in Watsonville.
Now barely 100 are left while
in Irapuato the workforce has
grown to 1,000 at season.
It is estimated the company
will save about $6 million a
year in pay and benefits.

Spokesman Terry Thomp-
son salaries which aver-
aged 87.561 an hour on the
broceoli line are not the whole
story. Most Green Giant prod-

ucts are now sold on the US
east coast and it is easier to
grow, pack and distribute
from Irapuato via the com-
pany's Ohio operation than
from Watsonville.

What Thompson does not
add is that there are few
unions here like the American
Teamsters to give vegetable
workers ideas about organis-
ing for a living wage.

Near the heart of the im-
pending free trade agreement

is the movement of Mexican
workers across the US bordcer,
Although migrant labour is not
included in the negotiations
the problem is never far from
the thinking of Mexican Presi-
dent Carlos Salinas. In his view
the re-location of industries
like Green Giant will eventually
dry up the flow of his coun-
trymen across the border.

In San Antonio, Texas, the
President told businessmen
and trade union leaders that if

an ment was not signed
the traffic north would rise
and further threaten US jobs.

On the same day two Green
Giant workers, Lauro and
Yolanda Navarro, who have de-
cided to stay in the US despite
losing their jobs after a total of
33 years of vegetable packing.
stood in San Francisco's Levi-
Strauss Plaza, to announce a
Grand Metropolitan boycott
and to support displaced Levi
workers.

The jeans makers have
moved their operations to
Costa Rica and Mexico. Says
Lauro:

"This free trade thing is
not going to stop our Mexican
brothers and sisters coming up
here. Everyone wants a decent

wage.

Antonia Heranandez, Presi-
dent of the Mexican Legal De-

fence Foundation, agreed:

Free trade is going to draw
people from the plains to the
cities of Mexico and it is going
to cost unskilled workers jobs
in the US, but it is not going to
halt the flow of workers from
Mexico to the US for a long,
long time.”

—

follow up.
for genuinely

defaulting industrial units to

repay the loans are poor
market conditions and
unhealthy competition,

sectoral problems, lack of raw
malterials, technical f(aults,
management inefliciency, lack
of working capitals, many of
which, on the other hand,

DHAKA THURSDAY MAY 30, 199]

The responsibilities for
this poor state of credit
administration should be
attached with the Government,
state-run DFls and banks,
funding agencies and sponsors
of defaulting enterprises.

Genuinely sick projects
obviously deserve special
attention for rehabilitation
depending on the problems
faced by the respective
projects. Willful defaulters
should be pressurised inchud-
ing extra legal actions against
them to repay their loans. DFls
and banks personnel should be

is prerequisite to streamline
the industrial credit adminis
tration including recovery of
outstanding loans from default
ing borrowers to salvage the
financial sector which will en-
able DFls and banks 0 recycie

the loans for establishment of

new industries to achieve our
national economic o-bjtﬂh't-
Furthermore, the borrowers
with good repayment records
should be encouraged by ren-
dering them financial incen
tives | e., partial refund of In-
terest, tax incentives elc.

The pa'wni of free trade

Even in Irapuato many
doubt that the Green Giant
project will keep Mexican

workers at home. Calls on

homes in the colony abutti
the Green Giant fence nhuwﬁ

that many workers were plan-
ning to go north again.

T

Veronica Roman liked
wourking at Green Giant which
she said was “very, very clean

but her brother-in-law had just
left for Houston where he had

a 850 a day gardener's job
lined up

Dolores Munoz had quit the
broccoli line that week to re-
turn to Los Angeles where her
son was born and where she

can scw in a sweatshop for
$180 a week.

She said: “It's the money
that counts. I'd really like to
stay here but who can ltve on
what they pay you here?”

Back at her Irapuato union
headquarters organiser Berta
Salinas was sighing: "These
people are being moved
around like pawns in a big

chess game.

That's what free
trade is going to mean for a
lot of Mexicans.”

— GEMINI NEWS

John Ross is a poet-activist-
r with 30 years’ expe-
rience South of the Rio Bravo.

Pieces of European Economic
Jigsaw Just Won't Fit

lar has been urged to create a
European home of 24 nations
from the Atlantic to the
Adriatic.

Those holding that consoli-
dation and enlargement of the
EC must go together argue that

the European Commission,
proposed the idea of the EEA
two years ago. He intended the
free trade zone to act as a
holding stage during which
EFTA could trade with the
twelve while queuing for

rather than an alternative to it, .

as Delors envisaged, is some-
thing Eurocrats in Brussels are
bargaining against in their
talks

1{1@ want the EC to take
the key decisions on the EEA

A

trade community of 12, 19 or or even 24?7 With increasing talk of eastern

European countries joining the European Community, the seven nations of the
mmmmmmhmunmw.nmm
are currently trying to negotiate a European Economic Area. They are not getting

very far. There is deadlock as the deadline of June 24 approaches. Gemini News

Service reports on a European economic tangle. By Etan Viessing
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existing EC institutions have
not yet evolved to where thcy
could absorb non-Community
neighbors without putting full
EC political and monetary

union in Jeopardy.

Also Austria, Finland,
Sweden and Switzerland are
neutral politically and might
hinder steps to a full EC de-
fence bloc.

Precisely because of this,
Jacques Delors, President of

eventual membership in the
single common markct after
1992.

The seven members of
EFTA are driving a harc bar-
gain. They want the full eco-
nomic benefit of free trade
which retaining their national
sovereignty, coupled with the
guarantee of eventual member-
ship of the EC.

Allowing EFTA to back both
horses and crcate a wailing
room for EC mcmbership

he ins and outs of EC and EFTA

members to follow suit. But
submitting to Brussels in this
way, suggest EFTA officials,
would be worse than joining
the EC where the seven would
at least play a full decision-

making role in shaping EC law
in Brussels and Strasbourg.

In recent months, Austria,
Finland and Swedcn have
made no secret of their wish
to join the EC as early as pos-
sible,

Neutral Switzerland, of all

countrics, has threatened to
bow out of the EEA talks and
simply to push for EC mem-
bership. In this climate, any
EEA agreement is likely to be
shortlived.

Talks on full membership
for EFTA members could start
as early as 1993 and bring ac-
cession in 1994 or 1995 —
well ahead of predicted mem-
bership or the East European
“fast-track” economies (n

1999.
Already prominent
Eurocrats like Sir Leon

Brittan, the British EC com-
missioner, have raised the
possibility of another set of in-
tergovernmental conferences
to follow the current one on
EC political and monetary
union which might accommo-
date and enlarged community
of 18 or 20 natjons.

Concluding the current EEA
tatks reflects, then, Brussels’'
difficulty in maintaining stable
relations with non-EC neigh-
bors.

They would seek greater
trade with the. Community
while rejecting its political
controls, as in EFTA, and with
those whose economies were
not yet up to allowing EC
membership as in Turkey,
Cyprus and the newly-created
East Europcan economies.

If Brussels cannot maintain
this balancing act between
consolidation and enlargement
while concluding current ne-
gotiations with EFTA, what
optimism can there be for ad-

'The Boom City of India
that Grows and Grows

As the first results of the Indian census emerge one finding is to show
that the fastest growing city in India is now ancient Surat, in Gujarat. In another
ten years it is to be the fourth biggest. Its industry is burgeoning and
people from many parts of India are moving in. Gemini News Service examines
why the people of Surat believe their city is where India's tomorrow is. by S.
Muthiah

HE census taken in Arabs and Jews of West elastic for clothes and stop-

India in Asia, fleeing Zoroastrians from  cocks for plumbing .

has revealed that Persia - in time known as New industries are taki
the population is now i:-;h-ﬂt ﬂ:ﬂntﬁl?:emhu mutm..u::drh, H:r;!‘.
ﬁﬁ‘ﬂLUI figure ten  attracted there and developed indu:lri: have n to take
years ago. it as one of the most prosper- shape after an Investment of

The figure is preliminary. It
will take many months before
details are available, but one
finding is expected to show
that fastest growing city in
India is now Surat, Gujarat, on
the west coast.

The 1981 census showed

re to be the fll['l:lt

rowing -75 per cent up lrom
%B?l. No one was surprised,
c ing going lor it - a her-
itnry;hnl' industry, a cosmopoli-

round climate, a rtum:lzz
educated workforce,

connections with the rest of
India and an atmosphere of

Th;‘]lltlll.“ that Surat
has had going for it. Yet over
the last decade it has more

_than doubled its population

ous trading communities in
India.

The rise of the Maratha -

Empire under Sivaji reduced
the Mughal influence and then
Bombay, acquired by the
British in 1661, developed as a
main trading base and Surat
risy
to look overseas and when the
British opened up Alfrica they
followed them there. Much
later, when African states re-

duced their Indian lations
were among thou-
sands of Gujaratis who settled

in Britain and United States.
The beginnings of the city's

" re-birth came with the textile

boom in Western India after
the turn of the century. Today
Surat produces Rs 30,000 mil-
lon worth of cloth, most of it

Rd 50,000 million in the last
few years. They could well
make Surat the tics and
chemical capital of India.

At Census 2001 Surat may

good time - both unusual char-
acteristics among mos!
Indians.

Such attitudes have ensured
almost no labour trouble, a
great deal of equality for
women and encouragement of

the city from all over Indias.
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