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Streamlining Loan-loss Provisioning T o b A

practice of keeping provision
on loan loas out ol
of the banks. Also 1t

balance
provision against pos-

sible loan loss at the appropri-
ate rate guided by the
Bangladesh Bank. Private
commercial banks have faced
their share holders in annual
fm-
the
reform programme, its objec-
tives and impacts. Naturally. in
the first year of implementa-
tion of the programme. private
banks could not declare an

dividend to their share-hold-
ers. The sponsors and the

share holders have also shown
wierance accepling a return-
less investment for a year

In case of the nationaliscd
commercial banks, transfer of

e national exchequer

to be foregone In lmm
year ol the reform programme
Although there is no reason for
resentment from the side of

the government as the reform
s a governmeni

by Faruq Mayeenuddin

rtate the profits out of fiis
Eunlntall irrespective of the
quality of its recetvable, it will
not put much effort to recover
the recetvables. If these unre-
alised recetvables can be made
a direct factor o profit, the
management of a concern will
leave no stone unturned to re-
cover the receivables. Same is
the case for the banks. I the
unrecovered loans can be
made a direct factor to Ils
profit and the accrued interest

me were required to be
implemented much earlier,
which at least, could bolster
our banking sector with a
handsome wvolume of reserve
beneath the gquicksand of pa-

per profit

Against the backdrop of
such a grim scenario of our
banking sector. the reform
programme has been intro-
duced. “In order to make the
cost of bad debt transparent in

ble business loss is an ac-
cepted phenomenon In ac-
counting. All investment do

s a con-
cern from showing paper
profit but also estab a
sound accounting principle

provisioning les in monitoring
of the uncertain or stuck-up

receivables which guides the
management of the concern to
put more effort for recovery of
#ts uncertain receivables. Il any
concern is allowed to appro-

on such loans is not allowed o
be appropriated as profit,
which eventually tells upon to-
tal profitability. it will make
nt more scrious
for recovery drive and careful
while making credit deciston.

The past trend of account-
ing practices completely
ignoring the concept of
provisioning were 8o maoiac
and our banking seclor
been so inexorably heading
towards quicksand that an IMF
Economist, who had been
working as fiscal adviser o our
Ministry of Finance, remarked
that "Il realistic provisions for
bad debt were to be imple-
mented, the net asset value of
the Nationalised Commercial
Banks would be negative. if
they were private institutions
they would be technically in-
solvent™. It may therefore. be
realised that the reform pro-

Anancial statemenis, all loans

- overdue by one or more years

are o be classified. interesi
are o be suspended on all
classified lwans and loan loss
‘Fbruﬂllnm are 1o be made "

rates of provisions. rang-
ing from 10% to 100% are
fixed as follows: Overdue for 12

~ months to 35 months classi-

fied as substandard will toll
10% of the total outstanding
less interest held in suspense
account, 36 to 50 months
termed as doubtful subject to
n at 50% and overdue

60 months and above pe-
riod, classified as bad/loss will
toll the total outstanding Of
course there are four other
criterta in addition to overdue,

viz. required payment limit
overdrawn, legal action and

qualitative judgement.
Provistioning against those

subsiandard loans have. how-

ever. been exempted which

are bolstered by eligible secu-
rities. As per BCD circular 34
of 1989 the le secu
includes cash collateral.
rbdpd stock under bans’ ef-
ective control,
id/ormaments held by the

k and government or the

Bangladesh Bank guarantee.
The critertor of exemption has

created a scope to term It as
inconsistent because of its dis-
eriminating applications. A
classified loan., which may be
overdue lor up: ;I‘Tn mk:hn
even. is exemp m P-
ing provision provided the
same is collateralised by eligi-
ble securities. on the other
hand an unclassified loan. even
secured by cash collateral is
not entitled to get this exemp-
tion from provisioning.

Had there been a system of
exemption for those unclassi-
fied loans which are secured
by ecligible securities. huge
amount of provisien could have
been diverted to profit

Stmultanecusly having granted

ligible securi-
. for sub-
standard loans can be In-
creased to 20% to 26% from
the existing rate of 10%. This
will (1) ease the burden of un-
necessary proviston on uncias-
sified loans having eligible se-

and (i) t
um;unthh:“nn:‘ndﬁn

detertorate further unless
taken care of
The Bank may

think to consider the tmplica-
tons of the suggestion and if
convinced can make necessary
amendment in the exisling
loan classtfication manual for
the next reference date.

1 utheast Asia

prosperous

ditionally
of China and the world.

AOS is the gateway for
Yunnan province to So-

That may sound anomalous,
{ # not a fantasy, shice the more
Guangdong
province, south China, is tra-
its outlet to the rest

But Yunnan is looking at

other places these days. and it
has big plans to correct what it
percefves to be other contra-
dictions in its state of affairs.

Among other things.
Yunnan plans to open a ship-
ping channel on the Lancang
River. Yunnan Gowvernor He
Zhigtang believes the channel
“will help promote friendly
contacts and economic ex-
changes between southwest
China and Southeast Asia. thus
quickening the pace of the
province's opening to the out-
side world -

indeed. in 1990, a fleel of
four small cargo ships saflcd
on a |, 177 -kilometre trial voy-

Yunnan's

Vientlane.
Offictals believe it is quite

Vientiane channel.
Governor He

China provinces

through the

than
province.

Yunnan is one of China's
poorest provinces. But {f s

age from Jinghong capital of
Xishuangbanna

Autonomous Prefecture, 1lo
capital of Laos.
fea-
sible to open the Jinghong-

points out that
it will be 3.000 km shorter for
Yunnan and other southwest
to export
their goods to Southeast Asia
proposed
Jinghong-Vientiane channel
through Guangdong

' SEA Makes Way to World Trade

by M A Tianze

ambitious push through.

it may well be the answer to
the itrrational distribution of

China's industrial basc where
heavy energy consumers are
located in the energy-short
eastern parts of the eountry,
Yunnan fits the bill because
of its rich mineral and hy-

dropower resources — poten-
vast non-ferrous metals
and phosphorus deposits and
huge water- power.
The development pro-
gramme envisioned by the
Yunnan ment includes
what will be China's largest
lead-zinc mine. When fts [irst-
stage project is complcted by
1995, 11 will uce 60,000
tons ul lead and zinc a year.

The mine has proven reserves

ol 14.34 million tons. In terms

of deposits, it is among the

four biggest mines of its kind

in the world.

Yunnan is one ol China's

largest phosphorus producers.
Most of its phosphorus and

other chemical enterprises are
being revamped and a number

of new ones built. The indus-

try. after expansion. will be
able to produce annually 15
million tons of phosphate ore,
2.7 millon tons of triple su-
and 300.000

perphosphate
tons ol yellow phosphorus.

The Kunming
Works is another industrial

Iron-Steel

enterprise being upgraded
technically. When the first
stage is completed late 1991,
annual output of steel in this
company will increase lo
800,000 tons from the present
700.000. The second stage
upgrading is expected to start
this year and upon completion
in 2000, the works will be ca-

this calegory after neighbour-
ing Sichuan and Tibet
provinoces

Priority is given 1o Lapping
the hydroelectric potential of
the Lancang River. "When the
full potential of the river is
tapped. Yunnan's economy will
soar.” says Governor He.

This river comes from the

pable of producing 1.2 millon  Qinghai-Tibet plateau. the
tons of steel yearly. "world’'s reef.” en it runs
Yunnan province, in South China, may well be the -

answer to the irrational distribution of the country's
industrial base where heavy energy consumers are
located in the energy-short eastern provinces

Yunnan also is top-heavy
with other mineral resources,
some 110 wvarieties. The
known reserves of 20 ol these
— including those of lead. zinc,
phosphorus, tin. copper,
stibium and nickel — rank
among the first three places in
all China.

The province is also well
known for its huge hy-
dropower potcntial. Surveys
show that hydropower re-
sources in the arca, lraversed
by six rivers including the
Lancang and the Upper
Yangtze Rivers, tolal about
71.000 megawatts. This is
about 18.8 per cent of the na-
tional total. Yunnan is third in

south into western Tibet and
western Yunnan, from where it
snakes to the Indochinese
peninsula where it becomes
the Me River.

According to the
Hydropower Survey and Design
Institute. the river can gener-
ate 19,000 megawatts ol elec-
tricity.

The irony of it is that not a
single hydropower siation is
currently operating on the
river.

To tap the power potential.
China plans to build sta-
tions with a total designed ca-
pacity of 13,700 MW. When
these projects arc operational
by 2030. they will gencrate

70.8 billon kwh of electricity,
a ycar. according to the
Ku Institute.

"By that time.” says Yao
Qungin. deputy director of the
institute, “Yunnan will be able
to '“&!’ electricity to the
power-thirsty provinces in the
cast and perhaps even to some
Southeast Asian countries.”

Today. a power station with
a designed capacity of 1.500

MW is built at Manwan in
the central part of the river,
about 237 kms west of

Kuhming The first 250 MW
gencrating unit off the station
will begin operations in late
1992. By 1995, al her six
such power units
some 7.9 billion kilowatt hours
(kwh] ol electricity a year. _
Total investment on the
Manwan p will be 1.1 bil-
lion yuan (US$210 million).
The money will come from the
Yunnan government and the
Ministry of Energy.

After Manwan, two more

large power projects will start
on the same river at

Dachaoshan downstream and
at Xiaowan upstream. The
Dachaoshan is planned for
completion 2000 when it
will have a capacity of 1,260
MW capabletol generating 7.5
billion kwh of electricity an-

mually.

Recent Developments

ORLD production of
te, kenafl and allied
s increased shar-

ply to 3.6 million tons in
1990/9]1 from the reduced
levels of the late 1980s. This
increase reflected an
expansion of planting with a
rise in the price of jute relative
to competing crops and
favourable weather both at the
time of sowing and harvesting.
Production in India, the
world's largest producer,
reached a record level while
that of other major producing

countries including Bangla-
desh. China and Thailand also
increased considerably. Among
the smaller producin
countries, Myanmar regist

a sharp decline. while Nepal
maintained the same level as
in the previous season.

increased production.

Exports from |Nepal
dropped to almost negligible
levels in 1990/91 from 16000
tons in the previous season as
supplies tn India. fts main

were ample. Earnings
from of fibre, however,
dec less sharply than did
volumes due to higher prices
during the season.

Exports of products fell to
an un tedly low level
of some B45000 tons in
1990/981 against over one
million tons in earlier secasons,
The main contributing lactors
were a reduction in jute pack-
aging requirements lor certain
agricultural commaedities
traded internationally such as
coffee. cocoa and sugar; pay-
ments problems in certain im-
portant markets of Africa and

The total value of jute pro-
ducing countries’ exports of
products fell to US 8555
milion in 1990/91 from US
$668 million in the previous
season. The combined value of
exports of fibre and products
also declined 17 per cent to
US 8722 million from US
8872 million.

Exports from all the major
suppliers were reduced but
those [from Bangladesh
dropped more sharply than
others, by about 30 per cent.
Some increase in exports of
yarn from Bangladesh failed to
compensate for the fall in
exports of all other items.
Exports of carpet backing fell
by 15 per cent; those of
hessian by 34 per cent and
sacking by 45 per cent from
the previous year's Jevel

" about 70

HE emergence of a

market economy and

an increasingly consu-
mption-oriented society iIn
China is raising a generation of
“little emperors”™ — Chinese
children who are fat, lazy and
free-spending.

While fat was traditionally

as a mark of beauty
or at least distinction because
it signified prosperity in a land
where thinness is associaled
with hunger or disecase, o the
Chinese these overindulged
children represent a new
that s growing up
m:-u::ty different material
standards. and values,
from those that came before
them.

A recent survey of children
of private businessmen by the
China Education Dally
reported that many are getting
low grades while Ilcading
"flashy lives” outside of school.
It found that 78 per cent of
these students are uninier:
ested In studies, roughly the
same number who are loath to
participate in group activities
or assume their school duties.

Some pay classmates (o
perform their chores. The
survey further found that many
of these children of self-em-
ployed businesspeople. a class
that did not exist in the new
China until roughly 10 years
ago. "are often involved iIn
Nghting. drinking alcohol.
gambling. and ng porno-
graphic materials -

The study fauits parental
attitudes, in , for giving
children the that school-
ing isn't important. and that
those with just a primary
school education can carn far

other hand. will have a cupac-
ity of 4.200 MW and will gen-
erate 17.8 billon kwh of elec-
tricity a year by 2007 The

. located about 265 kma
. will be

crm-

to west of Ku
funded by the Yunnan
ment.; the State Enecrgy
Investment Crop. and the
Guangdon provincial govern-
ment.

The five remaining walter
power stations on the Lancang
River will be constructed by
the first three decades of the
coming century.

“Aflter their completion,”
says Gov. He, "the irrational
distribution of industry wili
drastically change. At present.
per cent of the na-
tion's enterprises are located
in the energy-short castern or
comstal citlesy”

To coordinate industrial de-
velopment. two railways arc
E:’u:cd One of them. an 870

electrified railway now in
the proucess of construclion.
will link Kunming with
Nanning, capital of the Guangxt
Zhuang Autonomous Region.
The railway linc will be fin-
ished in mid- 1997,

Simultaneously. four arterial
highways in Yunnan are being
upgraded. The four radiate
from Kunming to western,
southern., northeastern and
southeastern Yunnan. Two of
them — the Kunming-Wanding
and Kunming-Daluo highways
— terminate at the Sino-
Burmese border and are Hnked
to Burmese roads.

in Production and Trade

by greater shipments of
sacking. Exports of carpet
backing fell by a halfl to 12000
tons. Nepal increased in its
exports of goods somewhat in
1990/91, but those of China
and Thailand declined.

World imports of fibre fell
by 15 per cent in 1990 with a
20 per cent decrease in pur-
chases of developing countries.
Most of this decline occurred
in Pakistan where imports fell
sharply from the unusually
high level of the previous year.
Imports of the developed
countries remained stable at
about 130000 tons for the
third successive year. -

Lower imports into North
America and western Europe
in 1990 were offset by a recov-
ery in consignments to eastern
Europe and the USSR. A very

World imports of jute and
kenal products rose in 1990
reflecting increased consign-
ments in the first hall of the
year. However., crop yecar
expori data suggest that a
pronounced reduction in
imports took place during the
latter part of 1990.

For the entire calendar
ycar, imports of North
America and western Europe
were substantially higher,
while those of eastern Euro
and the USSR stabilized at
level of the previous year.
Imports ol developing coun-
tries remained s ant in
1990 at the level of the
previous two years. A sharp
recovery in imports of the
Near East offset declines in
Latin America, Africa and the

increased to 237000 tons by

the end of 1990/91. from
181000 tons one year carlicr.
Most of the increase look
place in h and India
where stocks of all ftems ex-
cept carpet backing increased
lhlrrly. In contrast, stocks in
Thailand of all items were
reduced to minimal levels,

The rising trend of raw jute
export prices since 1988/89
levelled off in the latter part of
1990/91 at a level of US 8410
per ton for BWD grade from
Bangladesh ports. At the level,
quotations remained within
the indicative price range
agreed at the FAO Intergove-
rnmental Group meeting in
October 1990,

Quotations for Thal kenafl

more than college graduates.
Furthermore parenis wuse
money o motivate and reward
them.

The survey found that these
children have much more
spending money then most. as
much as three o nine dollars a
month in a couniry where
most workers carn less than

The shift in values in

China in recent in
....ﬂﬂ.‘ by (e oo
indu children of
China's new rich who, to

many Chinese, represent
A new that is

growing up with vastly
Mt “erl.l .t.“-
ards and values from
those that came before.
Deirdre Godfrey of IPS
reports.

US 837 monthly

Still. it is not only the
children of China's new en-
treprencurs who are spending

o mikh on sweets and video

1

The Xiaowan project. on thc___-—_—__/ Depthnews Asia

gamcs. The country s first
“new consumption education
movemen! for school pupils”
was inaugurated in late 1989
in Limoyang county in north-

casiern Liaoning province, [ar
from major urban centres.
Here. oo, the alarm has been
sounded about lavish spending
among schoolchildren.
Through a survey, school

authorities learned that the
pocket money spent by nearly
1.000 students in two years'
lime was enough to construct a
new schoolbullding.

The county sct up classes w0
tcach children to bc more
thrifty. Kindergarten pupils

| sing about wasting "not a

penny. not a grain of rice, not
- drgp of water”. and older
students get lectures about
China’'s social and economic
conditions des d to rein-
force more attitudes.

However, the old virtucs too
have their critics. As some
decry the new spending habits
and laziness of indulged
children. others regularly
bemoan in newspaper columns
the over-emphasis on lessons
by many parents who make
their children do nothing but

study.

While some children are
scandalising society by spend-
ing f[reely In restaurants,

‘Should we continue

¥

today's version of »e
mode]l whoe came o the
with liberation 42 years ago.
times are changing for many
others.
The acronym TDK ex-
the new liestyle

"Wearing worn-outl clothes
and eating sweet potatocs” is
how one writer characteriscs
the lifestyle of the last several
generations, whose abstemious
standards were based both on
necessity and on a worker:-
hero model of selfless dedica-
tion to buflding the country.

Another letter writer
charges that this kind of ideal
falsely led people to believe
that the poorer one was the
more glorfous.

Others point out that the
new entreprencurs are strug-
gling for survival in a hl;hfy
competitive environment.
They may be rich. but they too
are living a kind of frugal and
hardworking life,

A dispassionate view s
given by a letter writer from an
agricultural university in
Jiangxi who notes that the
commodity economy has
raised an enormous challenge
to traditional values.

"If we take a serious look at

: 's young people, we L
uadnﬁm the conclusion tham

future for ltving a frugal and
hardworking life is gloomy.” he
said.

time of seed germination and
subsequent heavy rains which
damaged many plants at the
early stage . of growth.
Moreover floods in some
countries, particularly China,
affected production at harvest
time. Production in India was
forecast to remain at the
previous season's high level,
while a decrcase was forecast

Myanmar and was fore-
cast to increase, while
declines were expected to
occur in Brazil and Thailand. i
the crops are as forecast and
exports recover from previous
season's level, stocks would
decrease during the season.
This would tend to raise prices
and could make jute less
competitive especially as the

Carry over stocks of raw the Near East; and disruption  Exports from India fell by 13 shurp decline took place in the  Far East fluctuated very sharply during for Bangladesh of 6 per cent rices of competing synthetics
jute and kenaf at the end of of normal shipments caused by per cent, refllecting a 34 per United States which imported the season and nominal prices and for China of 10 per cent. bres have shown a downward
the 1990/91 season remained the Gulf war and the changing cent decline in exports of only 3900 tons of fibre in 1990 Jute product stocks in ma-  oxceeded the upper range of Among the minor produc- trend as they are in ample
at relatively low levels in the situation in eastern Europe. hessian which was partly offset against 16100 tons in 1989, jor manufacturing countries FAO indicative prices of US  ers, production in Indonesia.  supply. (FAO)
major producing countries, as $340 £ US $20 per metric ton
increased mill consumption in on several occasions. In July
some countries such as India | FIBRE PRODUCTION - EXPORT - PRICES STOCKS OF PRODUCTS 1991 the quotation for Tha PRICE - PRODUCTS
replenishment. The ratio of 110 190" per metric ton was 7 per cent 750 T80
stocks to mill consumption in 7000 o 100 above the upper limit of the
the major producing countries, ¢ %0 FAO indicative price range. . o
at 26 per cent, remained be- 70  god-. Ir«:i'lu-.«:tm.&“= a shortage of 700 700
low average. %':H.;._. m lupphl:l Te. _

World exports of both fibre 800 09 #v”‘iﬁ;r";%- ®© 850 #50
and products fell sharply in 6000 704 ®, - Export prices of products Carpet backing
1990/81. In the case of fibre, D showed divergent trends in
the volume of exports at about 800 iad “%& - 1990/91. Carpet backing 000 -
377000 tons was somewhat 4000 prices fell in both Bangladesh
below the average level of the w0 50 %aj"‘% s0 and India., while thosc of
late 1980s and far less than in Hessian . hessian remained stable in 850 4 850
the preceding season. Ship- 3000 00 40 - o Bangladesh but fell in doll:
ments from - the terms in India and Ncpal wr
largest r, fell by 30 per 2000 30 x Prices of yarn increascd S00
cent while those of China fa2 8 o g0 “harply in Thatland.
declined by 285 per cent Spat bt 450 Smctung 0
Reductions were recorded for 1000 100 10 10 World production of jute. . :
most other exporters. includ- kenal and allied fibres was  Fesie00essnans PN NIRRT
ing Nepal and Thafland. bul : 0 o forecast to decline slightly in 400 a00
some increase took place In o | I 1991/92 to about 3.5 million | |
exports from India following 1989 198G L tons because of drought at the 1989 1980 "



