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Japan Plays Inconsistent
Global Role

by Samar Roy
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The World War [l ended.
the United States came in an
agreement with Japan and
signed a treaty in 19561; the
US has been e facilities
o keep her troops in Japan —
indirectly the US took over
control of the Japanese de-
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40% of the total cost for

troops came from Japancse

fund. Japan spends 1% of USS$

63 Union GNP as defense ex-
ure.

As the biggest donor in the

Official Development

Assistance [ODA) Japan do-
nates US$ 9 billion annually,

2% of the fund in the
World Bank and the
International Monetary Fund
(IMF); Japanese has US$ 328
billon overscas assets, the
amount! of direct investment
outside the country was USS$
54 billlion by 1990.

The division of ayd
money as enjoyed by different
regions: Asian 63%. 15% by
African, 8% by Latin American,
1% by Oceania, 0.2% by
European as aid. Once the

leader of the communist world
the former Soviet Union is
secking Japanese money. And
.Jllran already granted US$ 2.5
billion

for supporting the eco-
the

nomic reform In
Commonwealth of
Independent slates.

Nine Japanese companies

play significant role in the
global market; 1) Cand | Toh
Co 2) Kannematsu Gosho 3]
Marubeni Corporation '4)
Mitsubishi Corporation 8§)
Mitsui and Company 6]
Nichimen Corporation 7) Nisso
lwa Corporation 8) Sumitomo
Corporation 9) Toyo Menka
Kaisa In 1988. the amount of
Japanese trade exchange was
USS 448 billion whereas the
position of the United States
was USS$ 77.40b.

The Japanese banking net-
work is at the top; the top 10
banks have Japanese owner-
ship. In 1987, these banks
provided 69% of the letter of
credit for the United Stales
Municipal Boards, in Britain
Japanese banks account for
about 10% domestic market
and thus made the banking
networks the largest. the
deepest and the most prof-
jitable in the world.

Iin regional economies,

Japan maintains good dealings

South East Asian Nations).
nese ex went up
from 6.3% to 11.5% and im-
ports from 26.4% o 48% be-
tween 1988 and 1990 In the
ASEAN
Japan presently enjoys a
trade surplus with the US,
This surplus-gencrating
trade system provides an np&l
unity for Japan to presen
r):lf as a mighty force in the
global economy, and has pre-
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served {ts capabilities in
money supply to the rest of the
world. But such a mighty eco-
nomic status will not neces-
mm"ugw her the ground for
con ng the global politics.
Without contributing anything
— either positively or nega-
tively — in the world crisis, it
can hardly expect to play a role

beyond supplying fund for sup-
porting the US activities. So,

Japanese diplomacy is mainly
characterised by 'Go behind
the United States'. Japan's
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role in the Gull crises proved
this; 1t provided more than
USS$ 13 billlon for supporting
the US lead multinational
forces.

Japan is however under
ressure to enhance the de-
Znu expenditure from 1% to

3% of the GNP by the US. The

United States, on the other
hand. spends 5.5% of the GNP
as defense expenditure.

Responsible for weak per-
formance of the Japanese
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The skyline of Tokyo today
in the aftermath of World War
11). Inward looking attitude
among the J with more
interested in and butter
than capturing the global poli-
tics, less attractive in the
ministry of foreign aflairs than
the overscas business the s

of employed manpower is 2
millon, only 4328 in the min®
istry of foreign aflairs: which is
half of the United States and is.
the lowest among the OECDs.

In n:*icm.ll politics the
Japanecse an advanlageous

Top Ten's Assets List (Upto 31.12.88)
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Industrial bank of Japan
Narin Chutrin Bank
Tokai Bank

Mitsui bank

Mitsubishi Trust
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overseas diplomacy are the
peace constitution (desivned
position because the members
of the ASEAN already plaiined
a proposal for the Fast Asian
Economic Group (EAEG) un
der Japanese lecadership:
Japan has close contact with
South Korea and Tatwan. But
this is not enough to control
Asia; country like India and
China are present in Asia,
without controlling them.
Japan couldn't present herself
as a mighty force in Asian poli-
tes.
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Problems in controlling
India and China

China. which has already
projected itselfl as an advocate
of the Third World Nations in
the United Nations has bitter
memories of Japanese domi-
nance and has |18 times more
arms manpower. Aid money
from Japan is acceptable but
dominant role over it by Japan
can not be tolerated.

India, a member of the
NAM (Non Aligned Movement)
and a key member of the
SAARC ISouth Asian
Association of Regional
Cooperation) has a firm com-
mitment to its independent
stature. Although Japan is cur-
rently the largest donor in
India. it is reluctant to became
dependent on any state.

Scopes for Japan are not
enough in exerting hersell as a
mighty force in the global poli-
tics. But this isn't the last
comment on Japan. Global pol-
itics is 8 C g So the
future role of Japan ts very dif-
ficult 1o predict at this mo-
ment. Its role as the economic
supcrpower i{s assured at the
moment but supplementing ft
with corresponding political
status seems to be tn
the future uncertainty.

Trade Balance (1986-80)
(=) deficit/ [ + ) surplus
(US 8b)
R6 87 88 89 90
USA -145.1 -159.1 -127.1 -114.9 -108.9
JAPAN 92.8 96.4 95.0 786.0 63.9
Source : Japan Centre for Economic Research : Quarterly Forecast of Japan's Economy

(No.77). March 91.

This surplus-generating trade system provides an op
mighty force in the global economy. and has preserv

rest of the world.

rtunity for Japan to present itself as a
its capabilities in money supply to the

" No-collateral Loans Give Malaysia's Poor
Needed Break

by R Meena

IDOW Rubtah Ahmad

may not have heard of

the Grameen Bank but
the concept behind that
Bangladeshi institution has
lifted her family out of the
chutches of extreme ,

In her case the concept
came in the name of “Tkhtiar,”
which in Arabic means
"struggle to overcome obsta-
cles.”

it all stated five years ago in
an impoverished village in
Sabak Bernam, a district in
Malaysia's northwest state of

Se i
mh and her fellow vil-

lagers. many of whom are rice
growers, could not believe
their ears when immaculately-
attired men approached them
offering loans of US$2000
each free of interest, collateral
and fors.,

ey were suspicious of
these men who told them,
again and again, that they
could use the money to pursue
income-generating  activities.
There must be a catch some-
where, they mumbled to

reluctantly agreed
the money. Thus took root

lhrwlh’l only private no-frills
ru credit scheme for the
poor.

The convenors of the
scheme are a group of aca-
demicians attach to the

Centre for Policy Research of
the Science University,
Penang.

The academicians modelled
the scheme after the concept
of the Grameen (or village)
Bank which operates a suc-
cessiul credit programme for
the very poor in

In 1989, Malaysia had
100,578 houscholds with a per
capita monthly income of less
than USS18. Malaysia's official

line income is US$130

a household of five.

Research by the university

showed that the poor re-
mained entangled in the
clutches of poverty simply be-
cause they lacked hard cash to
pursue income-generating ac-
tivities.

Says Professor David S
Gibbons of the Science
University who helped co-or-
dinate the Ikhtiar project : "In
the case of the poor In
Malaysia, their main obstacle
in overcoming abject poverty is
the lack of avenue to obtain
credit as they are considered
unbankable by [inancial institu-
tions. They have the skills but
not the money to put them to
god use.”

He and his colleagues de-
cided on the Grameen Bank
approach because its rural

bandry.

The result? Sevenly per
cent of the beneficiaries saw
their monthly income increase
by US$29. The rate of repay-
ment was good, 72 per cent
for male borrowers and 95 per
cent for females,

"The results showed that
the poor, especially the
women folk, are bankable after
all,” says Prof Gfbbons.

He cited the case ol widow
Rubiah, who sells iced drinks,
as a borrower who managed to
haul her family of four out of
extreme poverty.

With the first loan of
US8$200, she bought a gas-op-
erated stove and an ice-
shredding machine. Her netl
profit increased from US$2 to
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The repayment rate for the no-collateral loans is an astounding
99.7 per cent, a figure which makes even big commercial

banks blush

credit scheme was one of the
very [ree poverty-focused pro-
grammes anywhere in the
world that have actually man-
aged to reach and benefit the
Very poor.
The main differences be-
tween the Grameen and
Ikhtiar concepts are that
Ikhtiar does not involve a bank
and its loans are {nterest-free.
The project was launched
in the poverty-ridden village of
Sabak Bermnam in December
1986, and by the time it con-
cluded in mid- 1988, 4000
people had obtained loans
amounting to US$220,000.
The money was mainly
utilised for business activitics

like hawking itural and
non-agricultural products and
running food and drinks stalls.

Some used the loans for crop
culttvation and animal hus-
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USS$7 a day.

After repaying the loan,
Rubiah took a second one, of
US$720, which she used to in-
stall electricity supply at her
stall and buy a second-hand re-
frigerator. Her net income saw
a further increase of US$10 a
day.

Prof Gibbons, who was sub-
sequently appointed its manag-
ing director, says ITM h
grown beyond anybody's ex-
pectation.

“It has 3] branches in eight
states and more than 8,000
borrowers — our initial estima-
tion had been far less than
these figures,” he says.

And the results are tangible,
too, as revealed by the impact
evaluation studies on the loans
extended. Aboutl two-thirds of
the beneficiaries have been
able to pull themselves out of

the poverty group. The repay-
ment rate, meanwhile, is an

astounding 99.7 per cent, a
figure which makes even big
commercial banks blush.

"I'm very happy with the re-
sult. It confirms our earlier re-
scarch that if given a reason-
able amount of credit, the very
poor can improve their socio-
economic positions,” Profl
Gibbons says.

Participants of ITM's loan
scheme must earn less than
USS$18 per month and form
groups of five to quality.

Each member of the group
will be responsible for the fi-
nancial discipline of the others
and they collectively decide on
the viability of proposed pro-
jects and approval of loans.

They are also required to
attend weekly meetings con-
ducted by ITM field oflicers to
discuss the progress of their
projectas and exc notes.

Each participant can take
up to four loans, ranging from
US$186 to US8$740, and is re-
quired to pay an administra-
tion fee of US$9 for the first
loan and US818 for the sec-
ond. For subsequent loans, the
charge i1s US$28.

So far. ITM has disbursed
about US$1.3 million worth of
loans and p tions are that
it would need a loan capital of
US$7 milllon to meet the
needs of the poor over the
next four years,

Prof Gibbons says discus-
stons were underway with the

Islamic Bank of Malaysia lo
establish the °Li " to en-
able a group of 10 borrowers

form Sabak Bernam to obtain
loans of up to US$3,000 each,
with the [TM as guarantor.

"Il this proves successful,
we'll expand the linkage pro-
gramme to the other states,”
he adds
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OR tens of thousands of

Iindians, the of goid

at the e of the
rainbow is in Kuwaft

is to the Oull are

as construction work-

to the war-ra country
Before iragq Kuwait in
l;lgult 1990, there were
170,000 Indians in the tiny

oil-rich Gulf kingdom. While
not all of them have been re-
called, many have . pack 0
up the s of a yood
that suddenly snapped
when Baghdad annexed

Thirty-three-year-old
Yasmin Zubera has been of-

i

Business is
wer export agencics

are [looded with iIn-

800 per cent in Bombay.
Trehan Intemational Con-
sultants, one of the new
that have mush-

all the
5.000 nurses who had lled the

sheikhdom in panic have re-
turned.

Kerala. India’s only fully lit-
cralc state, has prospercd the
mosl with the Gulf boom. In
some arcas in the lush agricul

India
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Banking and Finan ce

The Gulf Dream Revived

tural state. almost every house
has resident in ﬂ'!‘.'hl.?

The economy has thrived
on exc flowing n
from Gulfl workers who have
repetriated roughly 5.7 billlon
dollars over the past few years.

Consequently. the state has the
country's highest bank-popula-

tion ralioc — one for every

$.000.

But while pects are
bright for Indian workers,
Indian bustness has only gotten
the erumbs of the Kuwait re-
construction cake. Sources, in
the commerce ministry

India got USES0 million

countries like India are -
ing for subcontracts which of-
ficials here still hope to land.
The only major project that
India has secured is a contract
to restore Kuwait's telephone

India Lid(TCIL) surprised
mrrorn by walking away with
the lucrative contract.

The comumerce ministry has
set up a Special Group for
Kuwait to assist Indian firms
struggling to get on the re-
construction bandwagon. But
observers are dismissive of the
eflorts and say there is little
interest in Indian technical
cxpertise in Kuwalt |

Over the past nine moths,
several business delegations

handed.

Some busincss mup! be-
leve that India has oul be-
cause of its mited reaction o
the Iragl invasion of Kuwail.
Nefther did New Delhi join the
Western deployment in the
Gulfl soon after.

India's non-aligned position
also disappointed many of the
Gulf returnces who had icared

that Kuwait would not wel-
come Indian Wworkers back
afier the war.

But with Palestinians and
Yemenis cither or be-
ing eased out in Kuwait and
Saudl Arabia. Indians have
been among the favoured for-
eign workers.

For in Indtan workers
looking for lucre in the rubbile
of the Gulf war, the Oulf dream
has not gone bust.

NE of the lcast edifying

events of 1991 has be-

en the exposure of the
Bank for Credit and Commerce
International as a fraudulent
institution — or at least a giant
criminal money-laundering
scheme.

Unravelling its aflairs will
take months. although
some of the colourful charges
levelled at this Pakistan-
founded bank may turn out to
be ;

On a smaller scale, there
has been an Australian firm
which offered people a mould-
culture to be fed with milk,
the result of which would be a
profitable raw material for
Swiss cosmetics. The firm
promised that on an invest-
ment of some US$4.000 in-
vestors could make at least
US$380 a month — which is
114 cent a year! Several
hum‘::d people sent their
mﬂrz. but seem never to have
asked themselves two ques-
tions : Wh{ should a Swiss
company ask small househokis
thousands of miles away to
carry out laboratory work of
such a kind? How could a raw
material. even in the high-
priced cosmetic markel. ren-
der over 100 per cent return

so easily?

it was the American
showman PT Barnum who is
alleged to have said that
“there’'s a sucker — a [raud
victim — born every minute.”
Later in life he stro denied
saying it. and that il he did say
it, he was referring only o the
gullible public who would pay
to see his fake “mermaids” and
circus monsters.
~ But by the long and
mnmm of frauds, he
was right. The Americans
themselves have a word for
these investment deceptions —
they call them "Ponzis.”
Mr Ponzi was an early cen-

Rascalities that Plagué Asia

Alan Chalkley writes from Hong Kong

tury Now Yorker who oficred
glittering returns. for stamp
collecting. In fact: he paid
carly investors [rom Lhe de-
posits of laler investors —'a
typical "pyramid scam.”

A variation on this theme is
a favourite of cosmectic fraud
sters, These people oller
housewives for cash a sample-
cash of products (at inflated
prices). but say that more
moncy can be made for the in-
troduction of additional sales-
women, which attracts a
commission. Having unloaded a
stack of low-quality goods. the
organisers then vanish
overnight.

Mcanwhile Ponzis are alive
and well and fleecing many
thousands in several countries
of Asia Pakistan's Premier has
had to clamp down on a group
of “finance companies” which
offer luscious interest rales.
take in small investors' rupees
and then disappear into thin
air.

Latest in these revelations
is a whole complex of compa-
nies in Australia. Malaysia and
Hong Kong which have been
used to oot millions of dollars
by means of fake loans and a
tangle of fictional share issues.

The Hong Xong unil (s
lHongkew Hokdings. connected

Asian cities look good but ...

with a Vanuatu-registered
"bank.

Even in shrewd Osaka, a
billlon-yen fraud against the
banks was carried out by Nui
Onone, a restaurateur how
claimed to receive “heavenly”
advice on buying securities,
The question sometimes arises
: are some fraudsters deluding
themselves as well as their
victimsa?

in Bangkok, Mrs Chamoy,
the wife of an Air Force
Officer, being selling “rights”
in petroleum products in tran-
sit. Investors could invest in a
whole truckload or in parts,

and she said she could gnaran
tec 78 per cent profit.

Such a profit is very rarc
indeed, 30 thousands of people
queued at her suburban house,
including many high-ranking
miltary officers. Indeed. for
aboul a year they were given
"dividends” of the promised
size.
Alas, the payments stopped.
Mrs Chamoy was running a
“pyramid’ — the old investors
were being paid from new in-
vestors' money, and there
were no thank-trucks of fuel at
all. Yet. for several weeks be-
fore she was arrested, she
protested that she was just a
financial genfus. under attack
from jealous encmies.

In Taiwan, another pyramid
scheme has been exposed. It is
the Hung Yuan caper, which
operated for over five years.
incredibly enough, belore it
collupsed. This so-called
"bank” advertised for term de:
posits. and promised a 50 per
cent per annum return.

At one time it had 7.000
salesmen on the road, collect-
ing billions from the public.
And then — one day it couldn't
pay out. And of coursc it
couldn’t : no in this world
pays 50 per cent excepl per-
haps theft

In Vietnam, fraud has af-
flicted the cosmetic industry,
too. The Thanh Huong
Perfume Company of Ho Chi
Minh City began producing a
range of scents and lipsticks in
1986, and took in capital de-
posits on the promise of 16

r cent interest a month
180 cent a year).

ﬂtﬂ;r this year did the au-
thorities get round to investi-
gating the business. They dis-
covered that total sales were
worth only US84.500 a year.
but the interest paid oui was
many times that re. Thanh

Huong was a "pyramid.”

—

In the Philippines. the tax
and investment authorities are
alarmed at the growth of
similar frauds. Some are of
glant size: a fictional "rural
development! programme” ad-
vertised for funds totalling
many billions of dollars. When
the management was traced,
its premises were found to
consist of a small office. a desk
and a telephone. |

One puzzling thing is that
these pyramid operators can
find hundreds of thousands of
victims. Another is that the
operators go merrily on,
paying out from new deposils.
seemingly not caring that the

. collapse must come,

A few, as we see, time their
exit just before the police
arrive, but not all of them.

How can you recognise
these frauds 7 At any one time.
there is a kind of average rate
of return expected on an
investment in a country.
Depending on the efficiency of
the communications and the
financial system, this can vary
from, say, 10 per cent a year in
Hong Kong to 25 per cent a
year in urban Indonesia.

So check on the rates
charged by moneylenders and
credit card companies. too.
Any promised rate of return
which is significantly higher
than those rates s immedi-
ately suspectL :

Also think to yourself : just
what is the money supposed to
finance? What activity?
reasonable that the
be so profitable?

But finally, do not confusc
these frauds with a number of
ancient “informal banking
systems” which are still op-
erating over much of Asia —
and usually effectively and
honestly.

There are, for instance, the
"chit funds,” known by many
names. They are non-profit
cooperative banks on a very
small scale. Members deposit
sums periodically and equally,
and each member In turn
draws the total sum aecording

_to some form of selection.

These chit funds are of the
vital financial aids not only in
rural areas but even in the big
cities. They still play an
important role in building up
local “real capital” in Sr1 Lanka,
Eﬁm and all over Southeast

Offshore Chinese and
Korean societies in America
and Europe still use them, as
do certian European Contin-
ental societies (where they are
known as ‘tontines”). They
even have their own statute
laws — in Sri Lanka and Hong
Kong. for instance.

Then there is the hundi
system in Pakistan and the
Middle East — the transler of
funds trusty”, The payer
gives cash in his hemetown to
the informal banker, who
contacts a colleague in the
distant payee's place, who pays
out the equivalent. The trans-
mission is fast. the thlr: are
low. and there may no

paperwork at all.



