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OLONIAL rules may
now be a thing of the
past, but a new kind of
multi-national set-up has
expanded it's network all
across the world. Today, it s
difficult to think of a country

hﬁlrtﬂnumlﬂtn-
ttonal beverage companics
hhﬂ*ﬂT‘M
have not invaded. Sofl drinks

increasingly

popular throughout the .k:-
in the last three or four
It Is now a common

menon of the modern

way of life. A sip at a bottle of
Pepsi or Coke is satisfying re-

time, place and people
But ma countries have
had second is aboul let-

ting these multinationals tnto
their land. Singapore had
banned them. So India. But

lain that soft beverage are
and environmental haz-
ards. True, to some extent
they have harmful effects on
the human body and the carth
that we ltve in. But still the fact
remains that happily cxist
and only accélerating their
network and not for a single
moment lost their popularity
with the consumers.
Pepsi-Cola first emerged
under the label "Brand's Drink”
in New Bern, North Carolina,
USA tn 1895 and registered
under Pepsi Cola trademark in
1902. From there Pepsi had
started (ts relenticss journey
and in less than eighty years it
grew as one of the most rec-
ognized business cmpires In
the world. In 1980 Pepsi be-
came number one in sales. To-
tal Pepsi-Cola sales surpass
Coca-Cola by 85.1 billion. And
in 1991 the worldwide retail
sales of Pepsico soft drinks
stood at $26 billion, Brand
5 i" retail sales amounted
to $16 billlon throughout the
world. So with Pepsi Cola, it
has always been a story of
commercial triumph.

The history ol Pepsi Cola In
ladesh does not go back
too {ar. Pepsi has been in this
country from 1975. Since then
it had been steadily growing in
popularity. Now Pepsi Cola is
one of the most popular bever-
age in this colintry.

Bangladesh received Pepsi-
Cola International Award for
Achievement In quality In
1992. Pepsi-Cola Interna-
tional's Technical Director
Lary Swartly flew down to
Dhaka to give away the award
to the local entreprencurs
here. During his stay at Dhaka

by Iftikhar Ahmed Chowdhury

"1 think it is a very competi-

ries in Japan and other places
the world.

Physicians and health ana-
ts wo have singled

ridwAde
food and soft
ng harmful hm
consumption of these are
responsible for the
mounting number of cardiac
in the world. Doesn't
Cola share the responsi-
bility ?
"Well, | would say that any-

g 5
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Would Pepsi-Cola consider
the option of introducing sub-

as much as and try to
recycle . are serfous
efforts going en around the
world to do this." He also
added, "We are to trace
out environment- ly sub-
stances with which we can
produce our containers. |
think our containers do
very well. would like to see
that containers become
and popular all across

'

nies have political motives ;-
hind their financial strategics
and some play stellar roles in
giobal politics. Although thetr
political attachments are not
always direct, people are led to
believe that they influence

v ]
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Lary Swartly, Technical Director, Pepsi—Cola International handing over the Quality

Award for '92.

tive market out there and as
far as | am concerned 1t is
good for all the competitors.
When the competition is close,
you always have to be on your
tocs and that helps improve
your product.”

But what will Pepsi-Cola do
to surpass others ?

“There should not be any
flaws in the marketing and op-
erations arcas and on the
technical side, we want lo
make sure that we have the
best equipment which would
ensure better production,” said
Swartly with an assuring smile.

In a competitive market
one of the most urgent priority
is quality control. "There are a
number of things we do for

uality control. We make sure

t we carry out periodic in-
spections ol our plants, give

training in quality control to
our personnels and we also
have a system where we pick
samples of our products and

sidiary health food or beverage
under the same label 7

“That option is always there.
Bul it {s a matter to be decided
and implemefited by the mar
keting and operations side. [t
is always being evaluated what
people would like to have. Ex-
tensive market studies are al-
ways on. Actually, whatever
packages or products we pro-
vide are decided by the taste
or choices of the consumers,”

Most of the soft beverage
companies use plastic contain-
ers and tin cans. Plastic does
not dissolve into sofl. So there
is an obvious environmental
pollution. When people are be-
coming increasingly aware of
the need for ecological bal-
ance, a few soft beverage com-
panies are contributing to en-
vironment pollution.

To this accusation Swartly
replied, "1 think both the
companies Pepsi and Coke
have worked very hard to re-
cover the materials that we use

global and international poli-
tics considerably. For instance,
some East European countries
who are now going through the
so-called reformation, there to
start with, we see MacDonalds,
Coca Cola or Pepsi-Cola as a
symbol of their metamor-
phosed way of life. Docs Pepsi-
Cola pro te its commodi-
tics as a symbol of Western
consumer values ?

To this Lary Swartly af-
firmed that, "It 1s not wholly
true. Because, historically
npclhln? Pepsi has been In
Russia for many years. More
than the “western concept” |
think it is the availability of our
product which had made iL
popular. People worldwide like
soft drinks. You see saflt drinks
have been around the globe,
even in China for many ycars
now. That the name of our
company along with Coca Cola
comes [irst be because
they are the and most
successful ones. | do not think

that any kind of political mo-
tive was cver there.”

About Pepesi's marketing
and distribution system iIn
Bangladesh, Swartly explained
that, "It is the bottler or the
local businessmen who runs
the o here. -Cola
works as a kind of sor to
the local entrepreneurs. With
our advice t decide thetr
marketing and distribution
strategies. We impart training
to our local ners in areas
other than technical, like dis-
tribution, nurchlndlﬂng.
sales, forecasting and so
We also bringing our interna-
tional expertise working on

similar markets. In this wr
transfer international experti-
ence into the local scenario
and the local market
equipped with it's iInterna-
tional experience achieves a
greater standard.”

One may feel tempted to
know what Pepsi-Cola's busi-
ness turMm over s In sh
and the rest of the world com-
pared to Coca Cola. "1 think it
varies around a lttle. Coca Cola
is a very strong competitor.

But Pepsi does well too. May
be, Coke has a bigger market
than Pepsi globally. But Pepsi
is not too lar behind. Peps! is
now the number one beverage
in the United States. You see,
Coke cniered In many coun-
tries before Pepsi. For iIn-
stances In sh Coca
Cola was here thirty years
back. But Pepsi has been here
since 1975. In countries
coke entered first, In the Mid-
dic East, India, Russia we went
in first. That adds to the expe-
rience for working in that very
environment for many ycars
Whoever in earlier, gcts
the advantage in this busincss

Does Pepsi-Cola think of
encouraging or assisting any
kind of development activity in
Bangladesh or anywhere in the
Third World countries ?

| am not really the right
person to be answering this
question. But there are certain
arcas where we have taken
special interest, specially in
the sub-continent. Education is
such a field. We encourage
within our abilities to improve
literacy rates in these regions.
We also encourage the promo-
tion of sports. We are all the
time evaluating options that
are opcn o us from time
to time we make our token
contributions in thesc ficlds,”
concluded Lary Swartly, the
unusually shy and somewhat
introvert American, a man be-
hind the machine responsible
for churning out soft drinks of
the largest multinationals of
the world.

test the date in our laborato-

India Entmpﬁed by International

IMINISHING returns

secm Lo have caught up

with India's continuing
Mlirtation with the World Bank
and the international Monetary
Fund (IMF). The more India
yickds, the lcss it gains.

On 1] November 1991, Fi-
nance Minister Manmohan
Singh wrote to LT Preston,
President of the World Bank,
pleading India’'s case for a
Structural Adjustment Loan
[SAL) from thal source. Some
external finance, he suggested,
was nccessary in support of a
programme ‘aimed at the
macro-cconomic stabilisation’
of the Indtan economy, and the
restoration of fts ‘growth mo-
mentum’'. In addition to a
‘sharp reduction in the [iscal
deficit’, the strategy would
cover ‘reforms in the key arcas
of trade policy, industrial pol-
icy, the public sector and the
financial seclor’

Manmohan Singh obtlained a
commitment from the World
Bank 10 the tune of 8500 mil
on. But about 40% of that
amount was to be delivered
only afler the World Bank was
salisfied of India’s compliance
with a detalled set of condi-
tons — 25 in all

When delalls of these con-
ditionalitics broke In Lthe na-
tional press, Munmohan Singh
found himself in a major row.
He musl have envied R Ven-
kataraman, his CCSSOT AS
Finance Minister a decade ago.
On the basis of much more
modest promises, Venkatara-
man has managed in 1981 w

extract a record 85,750-
million credit from the IMF.
It s a Index of India’'s In-
creasing economic vulnerabil-
that for less than one-tenth
financial sustenance, the
Government has today o sub-
mit itselfl to a degree of ex-
ternal supervision that would
have bern inconccivable a de-
cade age. The relevant clause
of the recent credit agreement
stipulates that the Indian
Government shall furnish to
the World Bank ‘for its review
and commen! a report on the
jrogress achieved’ in carrying
out the structural adjustment

Lending Institutions

programme, in such detail as
the Bank 'shall rcasonably
reuest .

There is no mention of par-
lifamentary sanctfon in any
clause of the agreement. In his
recent correspondence with
the IMF and the World Bank,
Manmohan Singh thought little
of doing away with such
niceties. In contrast, Venkata-
raman had been more cir-
cumspect. Though he had
conceded to the IMF the right
to consultation in 1981, he
had taken pains to emphasisec
that the measures adopted
nceded to be ‘consistent with
the national policies accepted
by Parlament.The dilution of
parliamentary sovcreignty, be-
gun in 1981, clearly scems to
be reaching a high water-mark.
Understandably, news of the

course, that the World llank
memorandum of 12 November
mentioned the Budge! at a
minimum of three places

In all these refercnces, the
World Bank clearly anticipated
certain findings and recom-
mendations of the Commitlce
of Experts on Taxation (the
Raja Chelliah Committec), and
the Committee on the Finan-
cial System (the Narasimham
Committee) — cven beflore
their findings had been placed
before Parliament,

The Bank, for inslancc,
knew wrell before Parliament
did. that the Government
would, ‘bascd on the recom-
mendations of the Narasimham
Committee, formulate a satis-
factory programme of action to
reduce interest subsidies in
arcas of directed credit, be-

The crucial difference be-
tween 1981 and 1991 is that
the specific conditionalities in
the earlier instance were
based in substance upon a
memorandum prepared by the
Indian Government. In accor-
dance with a detailed set of
quantative commitments given
by the Government, condition-
alitics were formulated that
were specific only in respect
of a handful of economic
variabilcs.

The differences with 1991
are manifest. The World Bank,
on 12 November 1991, spect-

“fied in minute detail 25 differ-

ent conditions which the Gov-
ernment of India was to ac-
cede to. Wide in their scope,
these conditions go well be-
yond the commitments made
in the Government memoran-

One of the most painful developments in the Third World today is the entrapment of
India by multilateral lending agencies such as the International Monetary Fund
(IMF) and the World Bank. By comparing the conditionalities imposed on two loans
granted within the space of a decade by these agencies, the writer in this article
shows the increasing economic vulnerability of India.

World Bank loan created

uproar in Parllament.
Sections of the Opposition

were convinced that specific

dctails of the Budget had been
discussed with the World Bank
during the loan necgotiations
The National Front-Left com-
bine alleged the budgetary ex-
ercise had been compromised,
and that Manmohan Singh
should resign in deference to
established parliamentary
principles. The Bharatiya
Janata Party (BJP), while mani-
lesting some signs of disquiet,
was less insistent,

Manmohan Singh preferred
the plea that only general di-
rections of policy had been
discussed with the World
Bank. as is custo
Programme sponso by that
institution. No specific bud-
getary proposal, he said, had
been leaked. As such. no ques-
tion of a breach of parliamen-
tary privilege was involved.

The Finance Minister was
pc correct in a legalistic
sense. It is another matter, of

ann

ginning In April 1992, |1 also
knew that ‘a substantial initial
reduction in the maximum
customs tarifl will be intro-
duced in the 1992-93 budget.’
And it was confident that the
statutory liquidity ratio of
scheduled commercial banks
would be reduced — a measure
Manmohan Singh announced
in his budget speech of 29
February.

These curiosities of the
recent phase of economic
policy formulation have been
explained away by an elaborate
theory of coincidence. Any
similarity between the eco-
nomic policy of the Govern-
ment of India and the dictates
of the. IMF-World Bank com-
bine is purely coincidental, the
explanation runs. These are
measures which India should
be adopting in its own eco-
nomic-self-interest. '

The pretence is wearin
thin. Such an argument wou
have strained credulity even a
decade ago. Today, it would
scem to verge on fantasy.

dum of 11 November 1991,
And while the IMF loan
agreement of 1981 had spoken
of mutual consultation, the
World Bank in 1091 f[ails to
make even this vestigial con-

cession towards national
sovereignty,
Ironically, the World Bank's

conditionalities were imposed
on Lthe 10th anniversary of the

JB] loan nt with the
IMF. That loan had been con-
sidered the loan to end all
I ‘ns. Venkataraman's letter to
tl IMF managing director had
o ned a series ol mecasures
alied at achleving a ‘'medium-
term adjustment’ to the bal-
ance of payments problem.
The IMF's own assessmenl
then had been that the pro-
poscd measures constitute a
‘'vigorous and viable set of poll-
cies’ that was ‘worthy' ol its
supporl.

Developments sinece then
have shown how seriously
asked these forecasts were,
The IMF had estimated India's
external current deficit would

risc [rom around 2% pf gross
domestic product (GDP) in
1980-81 and touch a peak of
2.2% in 1983-84, before de-
clining steadily to around 1.4%
by 1987-88. But the current
account deficit fell in the first
halfl of the 1980s, and began
rising rapidly midway through
the decade.

Part ol the reason is the
miscrable performance of In-
dian exports. As the export
scctor struggled, the country's
cxternal debt burgeoned. Debt
scrvicing charges rose from
9.1% of total current receipts
in 1980-8] to 22.3 in 1985-86
— again belying IMF projec-
tions.

In 1981, with the arrival of
Ronald Reagan in Washington,
the US proceeded to inaugu-
rate a phase of monetary con-
traction and fiscal expansion,
which impinged upon the for-
tunes of the Third World in
two distinct ways. |

First, international interest
rates spiralled out of control,
pushing several advanced
economies into recession. This

cut sharply into the exports of
Third World nations. At the
same time, rising interest
rates made buller-stocking
operations prohfbitively expen-
sive. Commoditly prices
crashed, with ruinous eflects
upon Third World earnings.

A second result was that

high interest rates in the US:

attracted a massive migration
of capital towards that country.
To utilise fully the opportuni-

ties for profit afforded by the
uUs ruc-r deficit, international
banks had to pull out the capi-
tal invested in most Third
World nations. Access Lo capi-
tal became progressively more
difficult for these nations. The
little they could oblain was at
exorbitant rates of interest.

The role of the .IMF in this
entire process is nol to be
missed. When the first signs ol
distress became manilest from
Third World borrowers — no-

tably Brazil and Mexico — in

1981, international banks
came perflously close to a col-
lapse.
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ERMAN chemical giamt
Hoechst is suing the
Philippine governmcnt
for banning Imports of a

chemical it uses in one of its
best-selling pesticides.

Anti-pesticide lobbyists
here say the lawsuitl is a test
case for the government's re-
cent decision to swiitch lo
natural farming. The Phili-

Einn is studying a possible
n on three more pesticides.

Court hearings began on 14
May on loechst Far Eastern
Marketing Corporation's suil
against the Philippines’ agri-
culture secre Senen Bacani
and officers of the Fertiliser
and Pesticide Authority (FPA)
[or ‘grave abuse of discretion
in banning {imports of
Endosulian’.

On 14 April, Bacani, who is
also the FPA chairman,
arprtwt*d the recommendation
of FPA's pesticide technical
advisory commitice to ban
azinphos-ethyl, ethyl. methyl.
parathion, monocrotophos and
endosullan In its 35% emul-
sifled concentration. All are
considered highly toxic and
hazardous to human beings.

The unprecedented ban

took effect immediately, but
manulfacturers of the chemi
cals are allowed until 3|
December to recall their
stocks of the banned products
from the market. Applications
for alternative formulations of
cndosullan. however, will be
accepled and studied during
the phase-out period

Endosulla, which Hoechsi
says Is registered in BO coun
irics, I1s marketcd hcere as
Thiodan The ban on the four
pesticides afleets other trans
nationals like Marsman,
and
Shell. But so far there has been
no collective more among
pesticide firms against the FPA
order.

lealth experts say endosul-
[an causes convulsions, skin
rashes and embryo malforma-
lions and Is toxic to fish. The
chemical is banned in India,
Portugal. Singapore and Belize
while its use is restricted in
Indonesia, Bangladesh and

Canada. The other three pro- -

hibited pesticides have also
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Soft Beverage Goes Global for Bigger Turn-out |Pesticide Firm Sues Manila for
Toxic Chemical Ban

by Inter Press Service

bren banned or restricted in
various countries.

Jose Cruz, President of the
22-member Ityrd! Pes-
ticide Institute of the Phili-

nes, estimates annual losses
of 820 million in pesticide
sales to rice farms alone
because of the ban.

Last year, 3.3 millon Ntres
of sticides were used by
Philippine farmers. The FPA-
banned pesticides made up
64% of the 1991 sales of 2.1
million Hires

llocchst has becn accused
by the anti-pesticide lobby
group, the Centre for Alicrna-
tive Development Initialives

In an effort to reduce
pesticide use, the Phili-
ppine government has
banned the import of a
dangerous chemical, en-
dosulfan. Because of that,
it is being sued by the
German pharmaceulical
firm Hoechst, which uses
the chemical in making
one of ils best-selling
posticides,

(CADI), of violating FI’A regu-
latlons by selling Thiodan
without proper warning labels
The firm dendes this allegation,

The FPA said It wants to
protect rice paddies necar
rivers from the chemical since
it is highly toxic to fish. Rice
paddies here also often double
as fish ponds, whose produce
end up on dinner tables.

Agricultural cxperts point
to the ‘green revolution of the
19708 as the start ol pesticide-
intensive farming (n Asia
where new high-yield rice
varicties that lacked the butlt-
in resistance of ordinary rice
increcased the demand for
pesticides.

The chemicals used werc

nol only dangerous o human
beings and the environment

but were also olten misused or

changes.'

their chemical dependence
but belteves their deciston to

use pesticides is based more

in May the Food and Agn-
culture Organisation [(FAO)
reilcased findings asserting
that reduced pesticide use on
rice crops can lead to
increased yields. The study
was based on the FAO's Inte-
graled Pest Management (IPM)
programme used by 200,000
rice farmers in Indonesia.

IPM, which uses natural
pest controls in farming, began

in the Philippines in the late
|1970s and carly 1980s but
fafled to gain much ground in
this country.

FAO associate Err::m.l
officer Koen Den says
that while the Philippines has
a national plant protection
policy and presidential endor-
sements of IPM, it was unable
lo get overseas financial su-
pport unlike Indonesta. Jakarta
also pul more emphasis on
training, which is im it to
get [IPM going, he adds.

* FAO project specialist Alma
Morales says they have little

dilficult convincing Philippine
[armers to switch to IPM but,
until lately, the programme

lacked government support.

The FAO, she says, (s
unfazed by the impending
change in the administration
in the Philippines and the
lloechst lawsuit since 'if you

have a strong group at the
grassrools » yOu can
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Rather than extend
themsclves f[urther in Third
World leading, the banks pre-
ferred to pull out and move
towards the lucrative American
market.

They pulled out a total of
€33,000 millilon from the
Third World between 1983
and 1984. To facilitate this,
IMF made nect advances of
811,000 million to Third
World natfons, leaving its
financial administratfons with
generous doscs of advice on
how borrowers should manage
their economics.

And, as IMF conditionalitics
came into play, the poor of the
Third World had no option but
to tighten their belts. It was
the poor who paid the terrible
price for the reckless borrow-
ing the Third World ‘clite’ had
indulged in, on terms they
had little control over.

IMF leading to most Third
World countries in the 1980s
scrved as the precursor of the
reircat of international banks.
In India, the IMF loan of 1981
scrved as the pathfinder.

International banking inter-
est was aroused by )ndia's
acceptance of an IMF-dictated
regime, and they were quite
forthcoming with loan all

the decade. India had
— after China and Nigeria —
the fastest growth of external
debt among all developing
countries in the 1980s. From
the modest level of $20,000
million in 1980, its exiernal
debt burgeoned to 870,000

New products from the old : The recycling industry prevents waste.

million by 1990. Because of the
general hostility of the world
cconomic environment, these
loans were contracted at lerms
far less favourable than those
the big borrowers of the ear-
licr decade had enjoyed.

The entire strategy came a
cropper in 1990. The loss of
international banking conli-
dence that year has been at-
tributed to India's balance of
payments difTicultics, following
the Iraqi occupation of Quwait.

This again is only a partial
explanation. The fundamental
rcason was the generalised

crisis of international banking,
which suddenly encountered

the possibility of a disruption
of capital flows from the oil-
exporting nations of the Gull.

Having rashly extended
themselves in financing the
thoroughly unsustainable US
fiscal deficit, international
banks again found themselves
facing a moment of reckoning

Curtailment of credit to risky
Third World customcrs was
the first priority.

The prospects of additional
capital [lows to the developing
countries have never been as
bleak as they are now. Major
international banks — espe-
cially in the US — today stand
on the verge of insolvency,
aflter having immersed them-
selves in the debt-induced

growth promoted by Presi-

— Photo : INP
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dents Reagan and George Bush.

Moreover, new capital ade-
quacy norms are likely to make
in fncumbent upon interna-
tional banks to curtail credit

and expand equity base.

The IMF visitation of 1981
openced India out to the inter-
national banks.

The combined
IMF-World Bank ingress of

1991 is likely to shut the door
tight, as in other development
countries in the early 1980s. If
there is to be a shortfall In
commercial credit from
abroad, the entire structural
adjustment programme wor-
ked out by Manmohan Singh
will come unstuck.

Perhaps the only saving
grace in this sftuation is that
the Government at the Centre
{s still in a minority, and that
the ruling party’s writ does not
run in more than halfl the
States of the Union.

When the

crunch comes, this will per-
haps be the only [lactor
restraining the Government
from following up its Latin

American-style debt splurge,
with an emulation of the Latin

American style of political
management.
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