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Banking and Finance

USSR on Course Towards a Market Economy

HE Soviet Union is im-
plementing a retail pri-

ce reform, the t
ost
consumer goods prices up
and some
not
change for a small range of

ever since [1947.

100-300 per cent,
even more. Prices will

commodities
(pharmaceuticals, coflfee,
vodka, synthetic fibre, articles,

petrol, kerosene, coal, utility
and some

user electricity,
other goods).

Social guarantees are being
protect the
public from the growing cost
citizens are
cost-of-living
allowances to cover 85 per
population’s

introduced to

of life. Most
entitled to

the

cent of

ANILA — A decade be-
fore the dawn of the
so-called Pacific Cen-

tury, there are signs that the

countries of Latin America and
East Asia are ready to step up
economic ties,

But while Asia's economic
powers are increasingly look:
ing across the Pacific for new
trade and investment opportu-
nities, South-east Asia's poorer
developing countries are com-
peting with each other and
Latin America for foreign in-
vestment.

For their part, debt-trapped
Latin American stales arc
looking westwards to Japan,
South Korea, Taiwan and
Singapore for an alternate
source of investments and
trade to counter a closed
Europe.

This new climate for trans-
Pacific trade was most vividly
displayed at the annual meet-
ing of the Inter-American
Development Bank (IDB)
which ended in the Japanese
city of Nagoya in April.

It was the [irst time that
the 44-member Washington-
based bank met in Asia since it
was founded three decades
ago. IDB president Enrique
Iglesias said the meeting was
intcnded to promote Latin
America and the Caribbean

among Asia’'s emerging
economies.

‘Latin America wants to dy-
namically insert itself in the
world economy through ex-
panded trade, greater absorp-
tion of technology and more
foreign investment,” Iglesias
told the meeting.

Japan {s the only Asian

aggregate

by undercutting

loo many Soviets.
With

all other
with federal policy.

By taking such unpopular
political leaders

anyll.'z r:pul:-lk:: hope to slash

national

down the budget deficit,

improve finances in general,
and return commodities to
now almost empty. Of
some 1,100 staples, you can
but only 20 and the rest is

shops

subject to severe mationing .

Despite doubts and a sense of com petimﬁ"' wpei
tions are favourable for the gmwth of t !

reflorm-related
losses. In other words, the
state is looking for a way out
Hving
standards, low as they are with

the exception of
Lithuania, Latvia and Estonia,
republics have agreed

official hopes

ﬂuritﬂwﬂbtpnﬁ“tﬂ-

continue the course towards a
market economy mode}
several
Bio phaie. 95.30
per cent of commoditics will

committed to

sell at free prices. This free
market segment 1is

goods.

However, consumer sector
As President
Gorbachev told Der Bphtgel
magazine recently, only 6-8

capacitics cater directly for
consumers. This mm N
major structural reform in
favour of the consumer sector,

New Trade Winds

is very small.

vestment between the countries of Asia and t.atm
America, writes Kunda Dixit of IPS. 3 -

member of the IDB, but

first time this year China,

Taiwan and South Korea took
as observers.

Although Japan's new
commitment to help ease Latin
America's debt burden was
vague, delegates were enthusi-
astic about the future partici-

gatinn of Asia's 'dragon’
onomies in injecting new

capital into Latin America.
At present, trans-Pacific

commerce with Asian coun-
tries accounts for only five per
cent of Latin America's total
trade, but this figure is grow-
ing. And so is trade in the
direction — Japanese,

other

Tnlwant:ac and South Korean -
businessmen are going in in- =

creas numbers to explore

ventures in Mexico, Chile and

Brazil.

million people of Latin

America and the Caribbean as a
potentially hucrative market for -
consumer goods, and Latin

industrialising East Asia as E '

American countries see.

richtmrlﬁelfm-t!mirmm
terials.

Butﬂmmluaolhenﬁcpﬂ-
cism in some business circles

reconversion.

to be
expanded to boost consumer

large
-inflation. - We- do not have

East Asia is eyeing the 300"

ndudin; agriculture and

uﬁum
'ia unthinkable without
fast defence

111: mmml reform will

 take time which the top

Soviet echelon is lacking .

Alse, the authorities are
exposed to heavy grass-root
pressure {miners’ strikes, for

example] centered on.
economic and often, ‘also on
political demands. The

authorities cannot -agree to a
pay rise which boost

cominodtties to ollset issue of .
- ore - paper mun-cy With
bilions of consumer rnubles

Industry

garden

;seeking commodities, all
reserves should be used to
" harmonise demand supply.

- we do have reserves. To

= eliminate the paper money
.- overhand, economists Shatalin

and Yavimsky proposed, among
 other things, privatising

allotments,
encouraging owner-[inanced
Housing, and selling off
military equipment which can

. be used for eivilian purposes.

Does Premier Paviov have a

_programme to stimulate the
~reforms? We will learn this

Enﬂ;r in April when Pavlov
his programme publie.

~— IAN. -

- .vniuuh: l:cﬁnum a:nd thl: =

. huge distances involved — Rio
. de Janeiro is 24 hours by jet '
_ from Singapore, ar#;uum;*.

day El“m-ulnglhc hm:rmmml
~date line.

Some sﬁﬂthﬂat

Asian countries ke Thailand,
.Indonesia, Malaysia and the
- Philippines are now competing =
“ﬂﬂ'l Lﬂuﬂ ,ﬂ]ﬂt[‘h}ﬁ fgr :mt_
' country _
- with East Asia. Its large ethnic
_Japanese population has made

oriented foreign investment.

preducing electrenic goods In

~ Malaysia and Mcxim' and .
.,uymmmtiﬁ:cm“aa

closely
spring board for -their Western

.:T._‘:Eumpmn and North Am;imn

markets.

Asian experis say

financial
-thntknihaﬁna:ﬂmhnslnng

“suffered from a crippling re-
- Hance on import-substitution

in Asia about Lafin America's . Which meant that the region

potentials. They : cite draw-

backs: lack of infrastructure,

missed the bus en nurturing
new export markets.
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Japanese manifacturers are

‘But they ‘see a riew eco-
“nomic pragmatism

o ¢
-Latin America, represented by
the leaderships in, for in- -

- stance, Mexico, B il and
| ‘m_ugu raz

hu' gone over the hump in

dealing with its debt, and €Co-
“nomie reforms augur well for

_the regiomn.

Brazil is the Latin American

with the closest ties

-Brazil aftractive for Japanese

| jcint ventures.

Last year, about eight per

~cent of Brazil's éxports went to

..lapu.n.
And Brazil sold more com-

modities to Asian countries in
1990 than it did to other

countries in the continent.
Japan, emerging as a key fi-

- mancier for Latin America, has
© a headstart. Japanese banks

hold about US$46 billlon of
Latin America's long-term
commercial debt. Japan
at the forefront of US plans to
resuscitate Latin American

ey say Latin America

is also

economnides.

Mexico has emerged as a
major target for Japanese in-
vestments, |

The prospect of a Nerth
. . Ameriean free market and the
- proximity to the United States
-~ has prompted Ja elec-
tronic gitants to site assembly
plants along its ‘'maquiladora’
export processing zones.

Chile has been the darling
of international creditors be-
cause of its emphasis on ex-

-led growth, and there has

a flood of Australian and
~ New Zealand investment there
- in mining and related activi-

ties.
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HE port of Nanjing

I started international

container transport
service three years ago. That
was when a Sino-American
container company started
operation there.

The rapid expansion of the
port's container transport has
attracted considerable atten-
tion at home and abroad.

Transport officials now say
that, in a few years, Nanjing
will beeome a vital sea-river
container transit centre link-
ing China's vast hinterland
with foreign ports. Nanjing Is
the biggest port on China's
6.300-kilometre Yangtze River

Located 350 kilometres to
the west of Shanghai. Nanfing
(in Jiangsu province, East
China) currently handles 44
million tons of cargo a year. it
is the fifth biggest of all Chi-
nese ports, coastal or inland.

Its throughput consists
mainly of crude oil, coal. min
eral one, bullding material as
well as gencral merchandise
for import and export. Con-
tainerised cargo. which still
accounts for a small percent-
age. is on the rise.

Container transport at Nan-
ing has been handled exclu-
sively by the Sino-American

joint venture — Nanjing Inter-
national Container Terminal

Services Co. — a partnership
Set up in 1987, it §s joint ven-
ture between Nanjing and
Encinal Terminals of the
United States.

"We expect the volume of
container transport to exceed
bling that of 1989." says Wu
Deming, deputy director of the
Nanjing Port Authority. At pre-
senl, Nanjings container
transport service has ex

panded to more than 40 ports
in a dosen countries.” Wu says.

Nanjing's favourable loca-
tion, Wu says, is the key o the
port's fast business growth in
container transport

it ts in the centre of East

China. economically the coun
try's most developed arca

comprising Jiangsu. Zhejiang,
Shandong and Anhr:dl
provinces. The port is assu
cbundant sources of foreign-
trade cargo.

Trunk raflways link
with Beijing and

N anjing Ubs Sails on Mighty Yangtze

A Sino-American container company does brisk
business. by Tang Zhimin

More important, Nanjing is
a port on the Yangtze River.
Ships from Nanjing can reach
a string of ports on the river,
up to Chongqing in Sichuan
province in the extreme west.

However, because of the
height limit of a bridge span-
ning the Yangtze river at Nan-
jing. vessels of 10,000-ton
class can go no further up-

stream than Nanjing making it
a vital reloading transit point

on the Yangtze.

The port also has favourable
conditions for accommodating
big vessels, with a main course
as wide as 1,000 metres and a

Fyou think all college

going youths induige unly

in fast cars, pastimes and
sex in addition to their

studies, you haven't been to

In Bnmy. which is India's
most industrialised city

colle boys and girls are
into stock exchanges.

| Where other you pcnrplt
thﬂ-hﬂtmdt“z

mll.dmunnrmplymch
TV. , to the
upper class here bury
their noses in financial sheets
and stock tons.

Simply put, these young
students are determined to

for my future, it is also the only

way | can gamble legally.”
indeed, it is

economics,
management,
and medicine.
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Nations in Debt ;

HE m_tﬁnnl

eight years old.
it began in 1982, when

Mexieo announced that it was
unable to pay off its foreign

debts on time, Have things

“improved since then?

- - The answer, unhappily, is: .
“not at all".

The indebtednéss of the.

world's develnping enunl;ncg. :
| has mounted by neard)

r
‘cent - from US8850 Pt
some - US$ 1,250 billion nbw.
Talks on the reshaping of debt
.are slow, and often break
down. Meanwhile the interest
on the debt piles up com-
pournided, while payments,
reductions and [’urgrw:n:sa are

few and small.

Last September, soon afler
the onset D[ the Irag-Kuwait
crisis, Mr. ‘Michel Camdessus,
mana dircctor of the In-

ternalional Monctary Fund, is-
sucd a gloomy overview at a

UN conference discussing the
problems of the lecast dewvel-
oped eountrics.

He pointed out that these
last eight years had been a
time of uninterrupted world
growth in fact — but the most
indebted counties seem not to
‘have been benefited at all.
Worse still, the outlook [or
these nations, even, now, was
not favourable. They still face
high interest rates, bad terms
of trade; and falling demand
for many of their e
meanwhile, bank financing for
them has cffectively dried up.

Courageous reforms, he
implied, were the only way out
for them. On the brighter side,
he did add that several nations
had adopted such reforms, and
come through their worst
times.

So, it all looks as if a new
approach is réquired. The
shape of that new approach is
analysed in some depth by two
World Bank economists, Stan-
ley Fischer and Ishrat Hussain,
in a recent issue of "Finance

and Development™ magazine,
published by the Fund and the
Bank

What we must concentrate
on now s what will give
"sustained économic growth.”

In that capsule phrase, what
they mean ts long-term goals,

have enjoyed

. And-

wharf{, stacki yards and and two sallings to Japan each
warchouses, w the Amert month. Meanwhile, container
can side provides advanced Ieeder services have been ex-

tended tot he domestic
of Shanghai and Hankou.

. In the next couple of years.

Wu says, the company will
Mehed long-term business re- ~ ©Pco regular routes to South
“Tations’ with big dnmuuc “Korea., Singapore, Taiwan,

container handling facilities
———— and computer management

water depth of over 10 thetres. i
its container wharf is able to .~
receive vesscls dupinﬁﬂm
dead welght wons.

ports

The company has estab-

mmdhrhrpﬂ;ﬂ‘-

N transport service will also be

sca transit transport and the 1;: { I I'“‘;,;-: MF opened from Nanjing to the

jing for transil trans- . up stream on the Yangtze.
ot of e A Rttt miyy Moo o BN decad
S Y. River. ft has also wo- n e coming ecade

container company.” says Wu China's development priorities

ven a canvassing network,

Deming. who 18 also chairman will be shifted from Gu
of the company board. which includes more than 100 province in the south to
| -trade campanies in six Shanghai. and. by extension. to
Nanjing International Con- proviuces. areas along the Yangtze river.

tainer Services Co., the first Container transport service at |

= s & MWu Since last Lﬂnbcr the Nanjing port Is expected to
hina, a registered capital Joipt company oflered reg- benefit immensely (rom this
of US$3 million. The Chinese ... ular container shift In years IE come. —

side provides a container mm-m;-t:m}hm Depthnews Asia

BLUE CHIPS

They closely monitor the pricer From the returns,
fundmt.lhnfnuﬁ bought blue chips, Inftially, I that prevent many mere fresh-
and the balance sheets of consulted my father who is a Iaced teens from trading on
One is businessman but after one the stock exchange The single

brokers. A friend of mine lost
40,000 rupees recently.”

The scare of studies being
messed up and money being
lost are only two of the issues

ﬁuw - investment . 'of resdy cash.
hm hﬂﬂiﬂm'i As of today. the value of this Collegians are alseo
of rather than of ;}E}«w.m“m by the rmale-female
Senior brokers say: E‘: 100,000  rupees h.l-l- llth AMONg teens l‘.l‘n

of a ':ﬂbm or 80-20, urmyth.h: lh-lt
shows that there are hardly

any gals out there. Flona Young
, 19, who 1s one of the few,

*;;

|
i
i

i

by Alan Chalkley

deﬁ:_.m:ttnd of the year-to-yeaf

' erisis i& now more than ~ Patehwork

repairs that are the
rcsult of many of the debt

" negotiations. The first question

they address is : "How did
some countries escape getting

“into a debl mess anyway?”

These sunny-side nations
are no fewer than 61 number,

—and they are. concentrated in

Asfa. The authors say: "They
: continued access
to voluntary international capi-
tal fMows" from both priv:ﬂil:
and government sources. Their
economies have rapidly.
‘What did they do right?

¥*%% Somc were less
dependent on raw malterial
cxports, so they could
withstand the bad slump in

- comunadity prices in recent

ycars, They developed
manufactures—high qualily
oncs —for export.

*%¥% They made adjust-
ments, some of them very
painful ocnes, and they made
them quickly. They avoided
the casy way out — when
moncy runs short, just borrow
sonw more”.

¥%% They [ollowed cau-
tious policies in the 1970s,

keeping local inflation down
and making sure that
borrowed money was

productively used. We now
know that, in the heavily
indebted countries of today,
billions of dollars were wasted,
and even stolen.

¥*%% They did not neglect
the hﬂraslmeiun: the roads,
railways, power, tele-
phones,water supply, seaports
and airports — and they did
not allow public enterprises to
rum massive deficits.

So there is a checklist for
any country. No country is per-
fect, but unless a country can
tick "yes" t these four,

- then il s no wonder it is in

trouble.

But cnough of the past.
What of the future? The two

~economists sketch in the kind

of mechanisms which the

. problem countries must adopt

in the 1990s.

First, they point out that
some debt solutions have not
been very successful. The
debt buy-backs,” where old
debts are repaid at a heavy dis-
count (as little as half the orig-

inal value), have eased only

small amounts off the debt
schedules.

No Improvements

*#Then there are the new-for.
old debt agreements. [y
“none of the negotialione Ju,
gone smootlhly,” the wrius
note, and they have boen
applied to only four countnes |
the Philippines, for instiinee).

The conditions for lasting
solutions of the global debt
problem arec. expoectedly,
strict. They may well involve
some bitter medicine for both
creditors and deblors.,

The two ceonomisis do nol
mention this point, bul the
Fund and the Bank come
undcer criticism from some
guarticrs when they prescribe
this medicine, which is like
blaming the doctor for the
discasc. It is very human to try
to shift blame - deblors even
try to blame creditors for their
predicamcnt, as i the loans
were forced upon them.

However, when the reerim-
inations arc all over, there are
some logical measures which
must be applicd. First is a
favourable trading system. All
nations should aim for more
"outward-looking™ policies, and
[ewer barriers against trade.

And one of the most serious
obstacles to national solvency

a chronic series ol govern-
ment budget deficits (as Amer-
ica has discovered to ils cost).
Government must live within
their means, just like lamilies.

Reducing deficits will mean
higher domestic savings and
those savings are the soundest
basis for [uture production.
How shall the savings be used?

More in the form of risk
shares which earn profits
rather than loans which earn
interest. There are now many
ingenious varialions of bonds
an shares for which markets
should be encouraged, the
economists urge. In other
words, local an foreign in-
vestors should be given a bet
ter choice of investment in
struments.

Despite the slow progress
in improving the global debt
situation, the economists end
on a hopeful note. "An impor-
tant corner has been turned,”
they write. "There is forward
momentum. The international
community and decbtor coun
tries must now kecp up the
pacc.’

We all must hope that their
optimism is not misplaced

— Depthnews Asia.

Mongolia Takes

Hesitant Steps
to Free Markets

ULAN BATOR: Woolen and
knitted clothes could make
Mongolian-Amerfcan relations
warmer.

The thaw between both
countrics has started with a

joint venture between the

Mongol Temeenii Noos firm
and the US-based Amicale
Industries, Inc.

Both have to build a
factory for woolen and knitted
wars which will be mostly ex-
ported to the United States.
| And the government is guick

| to point out that joint ventures

are welcome in the manufac-
ture of s ar the ex-

ploration of mineral deposits.

"We are adhering to the
course of developing all-round
cooperation with the US," says
L. Davaagiv, a spokesman for
the Foreign Ministry. "If both
sides display common inter-
ests, nothing can hinder the
approach to Mongol-American
cooperation.”

Indeed, Mongolia is show-
Ing an cagermeéss to shed its

MDP) declared a policy of lib-
eralism, Instead of Marxist-
Leninist ideology.

It was the fArst time in re-
cent Mongolian history that a

major party d ed the
Marxist-Leninist path, an

“idevlogy of the ok
.ol mdutbr-?
Bat-Uul called 1t.

"Our methods to achieve
economic goals are different,” -
said G. Boshigt, a leader in the

As Mr. Davaaglv is quick to
point out, "in 1990 we contin-
ued to bufld the so-called ptl-
lars supporting the legal basis
for Mongol-American coopera-
tion.” signing a number of

interested In collaborati

actual trading .

He says: "1 borrowed my that students should (T, o Pot. B
initial eapital of 8,000 rupees ~ more time rather than ° '"m" :
(UB 8640.00) from my father | o makE | ml 145
-l”:llﬂh'fmlﬂh" and clear sh or bearish? | | American
'ﬂtﬁ snares .l“ti L m h‘t
obviously, sold at jugher m care

says J. Matheson of the

Department of Commerce.
"Perhaps one of the biggest

problems is the ability to
repatriate profits.”

Ms. Matheson says that
‘American companies are in-
terested to know provisions
for repatriating profits, the
percentage of ownership pro-
tection of intellectual prop-
erty, and so on.

want to know, for ex-

ample, that whatever they sell,
or their licence, §s not pirated,
or the ability for the company
to make certain management
decision in joint ventures.” she
. "Those are some of the
main things the companies
look for, regulations that are
obvious, that are not going te
change because the govern-
ment has a hidden regulation.

They want transparency, to see
what the regulations are.”

help if a legal system is in
place which would allow

American companies to seek
legal recourse in case of prob-
lems. It ts alse very important
that state-run organisations
sign and abide by contracts.

For a start, Mongolia has
passed a law allowing any for-
eign company starting a joint
venture to have tax-free status
for three yéars. But as incen-
tives come. Mongolia needs all
the trimmings it can get to
lure foreign investments.

As it

is, the economy

‘doesn’t look se well. "The

Mongolia does not produce
fucl. Its fuel imports eat up
almost hall of the earnings
Mongolia gains from exports. It
consumes about 760,000 tons
of oil-based products a year.
Specialists have said it would
take 20 years to set up an oil-
generating enterprise in the
country.

Still. there were pluses as
well. The first steps have been
made in opening the national
economy to market forces.
Cooperatives have proven
workable. Financial markets,
auction and specialised banks
have been set up. The first
Mongolian private firms have
emerged. Expenditures for de-
fence are expected to be cut
down. Investments in unprof-
itable state enterprises were
reduced.

"Mongolia is finally begin-
ning to live within its means,
says one observer.

And Mongolia's infant steps
towards the free market have
finally turned to cattle. or
more sely the tisa-
tion of what is called "public-
owned cattle.” This is no small
thing, as the number of live-
stock reached 25.5 million
heads in 1990,

Cattle may not be anybody's
idea of a day in the free mar-
ket. Anyhow, the privatisation
of cattle is not the best way of
reforming the country's agri-
culture,” says Professor O.
Shagdarsuren, a member ol
the Mongolian Academy ol

Sciences and a leading special-
ist in biolegy and agriculture.
So he proposes various
forms of ownership in agricul-
ture — for example leasing
cattle to small farms or dis-
tributing livestock through

their economies and arrange
production on an enlarged
scale,” he says. "This way,
Mongolians could become gen-
uine farm owners.”
Private ownership is
spoken in Mongoha,
the economy — iIn-
cattle — towards in-
profits.
— Depthnews Asia




