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see, during the last yt‘ll'-. the
government, that is the new
rnment, started with

down. Then we ex
suffered the cyclone, then
there was the flood in the
North and Northwest, North
East and this went on almost
till the end of October. In be-
tween we had the new parhia-
ment, all the constilutional
amendment bills and all that —
so it took a lot of energics of
:lrernrncm of that time to
down to the constitu-
tional process.
Now, in the early part of
the fiscal year, the economy
was somewhat slow paced be-
cause of all this problem. But it
gained momentum tlowards
December, somewhal by the
beginning of this year — il
started picking up a much
[aster pace.
But the success of the gov-
ernment is that, in the macro-
" economic stabilisation pro-

This went well
because, for the first time in
our 20-year history | must say,
that the revenue has not
only been attained but it has
exceeded the budget. The ex-
penditure has not only been
controllcd despite paying the
dividend of the year to the
tune of 450 crore taka (Pay
Commission settlement for
state-sector employees), but
we have absorbed this and yet
our final expenditure as of to-
day is less than what we had
budgeted for, during the July-

August budget session of par-
lfament.

So | must say this is a
unique achicvement.

During the budget we
thought we would contribute
only 14 per cent from our in-
ternal revenue resources (o
the annual development pro-
gramme (ADP). But as of today
we have contributed 24 per
cent from our internal revenue
to the ADP of '91-'92, whic is
Fﬂn! to end within the next
ew weeks,

So taking all these factors. |
say that we have done very
well. And that has found its re-
fection in various reports pro-
duced by -the IMF
(Internsational Monelary
Fund), the World Bank, and
other institutions like the
Astan Development Bank (ADD)
as well,

What we should have done
more is in the implementation
of annual development pro-
gramme.

Sce, wc took up a 7,500
crore taka ADP, but [ think we
will not be able to achieve
more than 7,150 crore. In-
fact, | have a fecling from the

information I'm getting from

the various ministries that it
might range from 7,000 crore
to 7,100.

But even that difference —
hardly six per cent — is a tol-
erable or acceplable margin.
In any country when bud-
get, such a small diflerence in
actual rcalisation would not be
unaccpetable. '

The privale sector, how-
ever, did not take up to the ex-
tent we wanted or expected,
rather Woll it is very difficult
to idenuly ...

DS : Why don’t we interject
and just say, in the light of the
performance you have just
talked about — what is the area
that you regard as a fallure and
as you said that you regard the
private sector performance as
a [allure?

SR : | would not say faflure,
I would say thcy did not come
up to expectation.

However, | don't blame
them either, because the pri-
vate seclor has also to gel used
to the new administration.

have got used to a par-
ticular form of administration
in the past nine years. Their
work habit or work pattern
attune to the previ-

ous intstration.

We are a new administra-
tion, an clected government,
and we had committed our-
selves to render accountability
to the parliament, trans-
pare in the transaction.
And we have [ollowed
certain action — like publish-
ing the names of those who
had defaulied on the payment
of bank loans, which they did
not like very much.

But that, the publication of
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The Finance Minister Calls for a More Active
Private Sector, Warns About Possible Decline in

Aid but Says the Economy is on The Right Track

———————————————————————————————————— ————————————————————————————————————————————————————————————————————
With the stage set for the presentation of the country's annual budget before the Jatiya Sangsad, now scheduled for June 18, Finance Minister
M SAIFUR RAHMAN took time off from his busy schedule to talk to The Daily Star, on wide-ranging issues facing the economy of
Bangladesh. Although we were curious to know what kind of budget Rahman would place before the nation, the conversation largely focussed
on such areas as the role of the private sector, the aid climate, the banking scene and the performance of the administration as a whole.
Instead of getting some hard news — or scoops — we had one of the most comprehensive and stimulating background talks ever given to a
daily newspaper by the Finance Minister. While the questions were direct and often critical, the answers were forthright and even hard-hitting,
not without occasional biting references to the administration and the private sector. The conversation which took place last week was

conducted by The Daily Star Editor S M ALl who was assisted by the paper's Executive Editor MAHFUZ ANAM and Assistant Editor
SABIR MUSTAFA.

the defaulters list, was donc as
a final resort, afltetr other ef-
forts failed to produce the re-
sult, on the plea, perhaps, that
social sanction would force
them to make the repayment.
It & , however, that not
much result has come out of
this programme.

DS : Can we interrupt you
here, just one second. It has
been said by the private sector,
what you describe as the final
move — the publication of the
defaulters’ list — was not pre-
ceded, at least to their think-
ing. by other moves, that is,
they did not see anything as
being done to restructure the
banking system, loan recovery
system .... rather a very strong
action was taken against the
defaulters.

SR : Naturally they will say
their part of the story, but |
would say that the process oi
recovery started during
(former president Lt. Gen.
Hussain Muhammad) Ershad's
regime, that i{s during 1985-
86.

The Ershad government
then engaged a consulting
company to look into the loan
recovery of both the
BSB esh Shilpa Bank)
and the BSRS (Bangladesh
Shilpa Rin Sangstha). They re-
ported that the situation was
very bad, so much so, that the
World Bank financed the pro-
gramme to classily the dcfauit-
CTa.

Infact, one of the recom-
mendations cven at that lime
was that, may be, publication of
the defaulters list might be
one of the area where social
sanction can get some results.

The borrowcrs have been
persuaded from then onwards,
that is from 1985-86, to pay
their loan. | can tell you, | was
a Financc Minister when | last
left this government in March,
1982 and the recovery rale

s S

plying any cash credits. Result
is, from 1989 till today you do
not have any credit line avail-
able for financing new indus-
Lrivs,

After all you want to have a
new industry, see new en-
treprencurs come alpng to sct
up new industries for creating
new emplo nt. So it was a
final mov= to see whether they
could be prompted, or encour-
ach at least, by the pressure
of public, to pay off the loan.
We thought they would care for
the public image, and pay back
the loans.

But, as | could see it, there
has not been much improve-
ment.

DS : So what's your nex
move then with the defaulters?

SR : My next move is what
| told you. We have set up an-
other loan court and we are
bringing in some new Ltips lo
the law.

Alrcady the law has been
amended. It is in the final pro-
cess, so that we are trying to
bring about the | situation
like Hong Kong, for instance.
There if you do not pay your
loan by a month, you're jusl
declared bankrupt and your

property is sold.

DS : Are you considering
such a move?

SR: Yes, we cannot perhaps
go through thts quick proccss
because our legal sysitcm s
very much an arduous proccss.
But loan courts have becn
brought to cut short some ol
the circuitous ways. [Bul cven
then there arc weaknesses in
the law. For instance, formerly
we could not make attachment
with the judgement. The bor-
rower himscll could put ac-
countancy with the judgement
We are taking legal mcasures
to cnsure that this sort of
weakness is removed so that

"I am hopeful that the private sector will

actively participate now that they know us better
and we are familiar to them after one year.
They will make a much better response next

year.”

afler one year. They will make
a much better response ncxt

year.

. DS : Even before you gol
elected, [rom your election
manifesto and [romn your own
public image the Hangladesh
Nationalist Party (BNP] was a
party of the private sector. So
don’'t you think it i{s a bit
strange that the privale scctor
is so hesitant after your gov

]

then was 47 per cent. When
the consulting firm gave {ls
report in '85-'86, the recovery
rate came down to five per
cent,

Continually thereafter, even
Ershad’'s government also fol-
lowed through for the recov-
ery and that is why they estab-
lished the commercial courts,
the Loan Court — all these
courts were established by
them. | have added only one.
There were two courts already,
| have established another
court because the two existing
courts can not manage the
number of cases.

So they wcre also frus-
trated, and we have rended
ourselves with the accumu-
lated problems given over to
us by the earlier administra-
tion. In Ban sh, the financ-
ing mechanism for the devel-
opment of industry was to give
cgedit through Developmrnt
Financing Institutions (DFI)
ke the BSP and BSRS. But,
the resull of the poor recovery
of loans was that, the Asian De-
velopment Bank, the Werld
Bank and others stopped suu-

Waorkers agitating to realise demands.

the recovery process will be
hastened.

DS: On balance you are
rather disappointed with what
is happening to the private
sector in this country ...

SR: Not only am | disap-
pointed. The other day there
were some bank pcoplc who
felt that the private scctor
needed much more active re-
sponse. But they fclt that we
encouraged you pcople to do
it, but we are not very happy
about the extent ol the move
that the Bangladesh private
scctor has made towards the
industrialisation process.

| belong to this country, so |
could see any reservation when
any new administration comes
in — and when certlain actions
are taken, and may be there is
some “"see-saw” situation ‘4n
which the private scctor has
some sort of hesitation. But |
believe it will be over now, be-
cause | am hopeful that they
will actively participalc now
that they know us betier and
we arc more familiar to them

"Bangladesh’s current
problem is not finance.
It is proper manage-
ment. Management ca-
pability, praject identifi-
cation and implementa-
tion capability are the
three sectors which are
hampering our devel-
opment efforts.”

A —————— e ——————————
ernment got elected, because

it is not that they did not know
BNP as a party because you
were in power before and now
you have come back again. So,
is this to say that the transition

is the cause — or may be there

is some other cause?

SR: In a way transition Is
the cause. Let me tell you onc
thing. It is true. It is we who
started this privatisation pro-
cess in 1977. We started the
privatisation process wilh dis-
investment in the tea gardens
and all those sorts which the

Awami League had,
know, taken away.

W started the privalisation
process and it picked up mo-
mentum. We had given per-
mission for the private banks, |
agree. DBut they came into be-
ing only after we had been
thrown out of power — the
pcermission being given at our
time.

Why therc is a strange rcla-
tionship now? The private

as you

"Our intention by no
means is to create a fur-
ther labour problem in
this country...our job is
to relocate, rehabilitate,
through voluntary pro-
cess with adequate
compensation. There is
no such thing, at all,
not even a remote pos-
sibility of any re-
trenchment.”

|
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sector got used to a dillcrent
sorl of government, different
kind of administration. And
that administration and our
administration are quite dil-
ferent. We have been fighting
that administration. This very
privale scctor was supporting
that administration through
and through. There arc some
people identified as top level
prople — who have made a lot
of money during Ershads
regime. And they are Lhe en
treprencurs, whether through
nnpart, whether through -
censing, whatever it be. They

arc the proplc who have made
a lot of moncy during Ershal s

period.

are the ones who
have 1 capital, During our
administration, or during our
movement | mecan, we have
said that there were a lot of ir-
regularitiecs going on In
Ershad's administration by in-
troducing what we call policy-
hased corruption, instftution-
alised corruption in the private
busincss praclice.

Naturally Lhese private sec-
tors thought that, now that
these icllows have come
might try to have their pou
of Nesh from us. Naturally if |
were in their position, | would
not be diffcrent. So thal psy-
chology mastered them. DBut
now aller one ycar, now that
they've found that no we have
nol gonc Into stopping them
[rom sccking business, they
arc as much [reec Lo do busi-
ness as anybody clse. | think
this year thcy will have much
more confidence than they had
in the early part of this admin
islration.

DS : One perception in the
private sector is that there is a
lot of gap between your policy

fons and your actual
steps. So this government has
been very [irm in declaring
their pro-private sector posi-
tion. But in terms of actually
implementing i they have gol
mixed signals. For example,
you talked about, lets say that,
retirenchment of labour Ito
make industries viable. Bul yet,
in actual practice there has not
been any follow-up. Similarly
there are other mixed signals?

SR : Well, unfortunately you
scc, | am being tangled up
with everything. 1 am not the
industri¢s minister, nor the
labour minister, (nor the
prime minister....) I am the fi-
nance minister.

The cxcess labour that is
talked about by me, by you or
by anybody. This is the result
of the reports by international
agencics who scrutinise or
evaluate Bangladesh's eco-
nomic programme and poli-
cies. The country mission re-
port of the World Bank, the
IMF report, the ADB report, all
these reports have identified
arcas where there are surplus
manpower, which is distorting
the cost-structure for which
Bangladesh industries is not in
a position to compete intcrna-
tionally, because of excessive
cost. And they talk of the rapid
industrialisation programme.
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gip between my ullerances
and their performance, | do
nol think | could answer that |
think you should ask them

But the totality of labour s
very small, — the total em
ployment in industry will be
scven or eight per cent of the
total labour force or may be 10
per cent, it varies. Actually, in-
{act we should create more
jobs and give more employ:
ment.

In a sftuation characterised
by this nature there is a gques-
tlon — | do not accept this
word retrenchment, [rankly
speaking. Because retrench-
ment is something which 1s
compulsory in nature. | am
forcing him to go. Frankly
speaking, excepting the jute
scctor, even Lhe other institu-
tions did not tdentify much of
a surplus.

What they identify as sur-
plus is the governmenl scctor
— iL is in the raflways, BADC,
Water Development [Board,
and others. And only other in-
dustrial sector was jule sector
— which came out of a jute

study report which they call

“jump” study and that report
went indepth into the jute
structure and they said, it is
over-maned, over-capacitated.
So capacity has to be reduced
and manning level has to be
brought to the earth.

Active operation-level re-
trenchment s something
which is compulsory and I
have no intention of it whatso-
ever, at this stage. | do not
think we need to, during the
first two or three years at best
— next year and the year after,
there is no need for re-
trenchment.

Infact erroneous impression
was given to the public and
some opposition people are
also taking advantage ol this
confusion that has been cre-
ated.

What the government has
taken, is a man r rehabili-
tation p me. In the pro-
cess of this rehabilitation pro-
gramme we have a fund — 100
crore for this or 200 crore for
that, plus we get some money
from outside also.

First those industries where
the labour retired voluntarily,
they would get compensated
and they would go away. But |
believe from the application of

jute, textile and other sectors,

there are people who have al-
ready applied — they want to
retire. Because some may get

two or three lakh takas. It is
something with which thcy
can do something on their

now naturally when they
askuvd me, as the finance min-
ister, when | come from any-
where, —"what do you think
about the World Bank or ADB
recommendation on the sur-
plus labour?” — Well the gov-
ernment is looking into the
report and the government
wanis to implement the re-
port. O K.

Now, the function of the
ministry of jute, ministry of
textile, to implement the pro-
AT aImme nncr policies. IL is
[romi them it should come, you
sce, So therclore if there Is a

own. It is a very good scll-em-
ploymenl process,

So, | would like to say it
very calegorically — the gov-
ernment has no, at least at this
stage, for the next year or year
afler next — no need for any

retrenchment at all. Because
the voluntary rctirement, the
willful retirement — the option
of retirementi, is more than
enough for us to cope with, in
terms of giving them compen-
sation, to be very frank.

In between we are also set-
(ing training programme, for
training many of the labourer,

o see il they could be ab-
sorbed in some other arcas. So

training programme is there.
So it is a combinalion of

ferent life of their own. So |
think that if there is inconsis-
tency between the pro-
nouncements and actions, | am
sorry thal | cannel answer Lthat
question

But our intention by no
means is to create a further
labour in this country,
curtail the job — iIn other
words our job is 1o rclocate.
rehabilitate, in a . that is a
different way, a Rrrnl pat-
tern altogether. Through wvol-
untary process with adequale
compensation. There s no
such thing, at all, even a re-
mote possibility of any rc
trenchment. At least, it will
not be for 1992, 1993, 1004,
— for the first fcw years, | do

not see any possibility,

It s very expensive
“Thvis te where

because voluntarfly retirement,
the mumber of who are
willing to go a satisfactory
compensation

First of all, if we want the
people to voluntarily retire, we
not only have to give them
what is due to them under the
law, we also have to give Lthem
something exira. Decause we
have to give them incentive.
Say you are 56 years of age,
why don’t you wait for §7, —
you can take your sum when
you:' retire. The cost is heavy.
That is why the programmc
has to have a longer period of

time phase.

DS : That leads us to the
whole issue of aid and assis-

are generally
what | know [from newspapers
and your statements with the
last aid consortium meeting.
But certain questions have
been asked. One question is
about the conditionalities and
at one point we have to swal
low it. And the other question
that has been asked is —
whether we can expect the aid
level to be maintained. So, Mr.
Minister may be we [irst take
up your general reaction to the
aid situation. And then take up
the question of conditionalities
and the general prospect of
our being less dependenl on
aid over a period of next five
years?

SR : Thank you very much
for a nice question. Pcople
have got used to, what | call
aid-addiction and if you hear
that we arc going to get less
aid, one scction of the people
become very jumpy, that aid is
being reduced. Another scc-
tion of people, who will say, ir1
bring morc aid, that here is a
minister who is going to mert-
gage the country, to the out-
side agencics and making the
country less sclf-rcliant.

So this sort of ambivalence
exists in the socicty. Love-hate
rclationship with aid. Who
loves more, whether lovers are
more or haters are more it is
for you to dclermine because
you are in thc press indusiry.
And therefore you will be
knowing the people's view. ,

Bangladcsh, by the very na-
turc of the country, the struc-
ture, the over-population, re-
source constraint, rccurrcnt
visit of Noods, cyclone, tidal
bore — the whole character of
the country, the Ganges, the
delta basin and subjccted to
the recurrence of the natural
disasicrs, and the severe man
and land ratio in the couniry,
has to depend on surplus capi-
tal to be brought in [rom out-
side, which means foreign aid.

Now this aid thing, devel-
oped even during Pakistan
days and, during Bangladesh
time we also got into the same
aid business. And the couniry s
cconomy cannol gencralc ccr-
tain surplus. The forcign assis-
tance has to fill-in the invest-
ment gap which will help the

ernment for public scctor

evelopment, annual develop-
ment programime.

That was done in a world
scenarfo. We took advantage of
the East-West devise, or
North-South devise. But more
East-West devise, and more or
less the aid climate was belter
because the OECD countries, at

that time tho t for varfous
political and diplomatic rea-
sons — to be much meore

(ricndly, by giving aid to the
Third World counirics.
The situadon has drastically
altered — with the collapse of
Continued on page |1



