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posits from indi-
viduals and organizations and

again deploying it in the form
ol loan and and for
carning profit for this mcdia-
tory function. As a result fund
management is basically man-
agement of liability i.e. de-
posits and management ol as-
sets {.e. advances.

While managing the fund,
there are pressures on fund

managers from depositors and

ready to their
convenience while a bank
owner is for a higher

conflict between liquidity and
profitability. A fund manager's
access depends on svecesslul
soluvtion tn this ~cnMet,

1.1 the easc of our NCDBs the
sitvation is not ideal f.e. iden-
tical to an ideal fund manage-
ment. Other than the two
above mentioned [actors there
works government's welfare
motive. Interference of world
bodies like the World Bank and
IMF is there to make the job
troublesome. Pressure from
political leaders, unscrupulous
bureaucrats and bankers even
mustans coniribute to making

ﬂ-phwm

ﬂmmﬁtﬂtﬂr-h-nk
letl with creation of

fund. Better known as liability
portiolio the main sources of
fund for our NCBs are capital,
deposits, call deposits, counter
financing-etc. Fund manage-

ment _ for NCBs start
right from here. Before formu-

lation of the recemt interest
policy of government, the

NCBs had no choice in offering
interest on  deposits.

Government had strict guide-
lines in this regard. As a result
a bank could find that a certain
type of deposit yields h@‘l re-
turn while advanced so it could
be given incentive. But they
had no choice. Recently gov-
ernment has taken a policy for
prescribing a floor and ceiling
rate for NCBs and they decide
their own interest rale. This is

staie control. Because the
bank can raise is

credit-scare sectors without
however threatening security
and safety to the funds in-
vested. A fund management
strategy can be well-
concefved 1l it can successfully
relate loan policy, deposit pol-
icy., :::pitnl and investment
policy so that decision of one
area can successfully reinforce

that of other area. The
influ factors In loan
allocation lre 1) Capital
Pﬂlltlun. Risk lml

ts, 4) Credit environment,
5) Influence of monetary and
fiscal policies, 6] Ability and
experience of bank onnel

to handle loan portfolio and 7)

Credit neceds of the area dov-
ered. As all the deposits ac-
company with them certain
liquidity requirement these in
tern determines the size of the
loan portfolio. A successful
fund manager keeps the exact
amount of it in exact lig-
uid form and invest the re-
maining in the way that en-
surcs maximum return.

Now let's have a look at the
management of assél portiolio
in NCBs. Central Accounts
Division of NCBs are responsi-
ble for fund management. Day-
to-day information of deposits
as well as advances and loans
goes to this department and
the concern fund managers try
to ensure that not a single taka
is left idle. In some cases
banks can borrow for short
term even for overnight.

Fund managers are bound to
take decision despite lot of re-
strictions. Deployment of fund
depends on central bank's pol-
icy and the peolicy of bank it-
sclf. Other than the restriction
on liquidity maintenance,
there are directives on loan
sanctions. IDA loans coming
through Ministry of Industry
are prescribed in such a way
that fund managers have very
little influence on it. Cnuntﬂ

. that shortage of

industry > ME
their js a certain limit of tak-
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deposit mobilization is not free
from

finance s a major source of
fund. But bureaucratic proce-
duud-hph-rmﬂ-ftlh
same forcing the NCBs to lig-
uidity crisés.

A fund manager is supposed
to take decision in favour’eof

loan that ensures maximum
profit. But our NCBs are

crippled by government

Loan for jute hﬂln’m"ﬂ 9.
r ceni interest
per cenl

. while it is 16
for an ordinary business. But a
fund manager is bound to give
priority to the jute loan. Here
comes the conflict between
roflit motive and welfare. If
Bs are considered business
enterprises, then they should
be free in taking decision of
this type.
Another example of gov-
ernment's unwanted interfer-
ence is financing the sick in-

dustries. The nationalised and
private industries having very
poor repayment record are a
real m to our banking
sector. Crores of taka in loans
are outstanding. Again policy-
makers are advocating z ~
ing more loans. Their logic is
is the
majn reason for the faflure of
these industries.

A critical analysis of the
sftk industry issue will show
that most of these industries
ﬁ loans by using outside in-

ence without allowing the
lending houses to go decp into
the matter. Moreover, these
industries fail for lack of man-
agement capability, :nlrhe
tability, lack of working
tal, fll-motive of the so
entreprencurs etc.

These industries are
overburdened with huge liabil-
ity, if further money is poured
the total cost of fund of the
project will increase and prob-
ability of failure will also go up.
As a result those sick indus-
tries which have got the scope
of bearing the burden of fur-
ther lability and are viable
should be given a chance
strictly on close supervision.

Again if we look at the ideal
assel portiolio management
process, we find that diversifi-
cation in loan allocation is a
precondition to spread the
risk that associates with vari-
ous kinds of loan. To the ex-
tent it is practicable banks
should diversify their loan
portiolio in broad areas of agri-
culture, commercial lend

etc. For any hnlﬂ

ing risk and bands try to keep
the overall risk exposure
within that limit. Unfortunately
our NCBs very little choice for
loan sanction.

It we look at the perfor-
mance of our four NCBs in de-
posit mobilization and loan al-
location, we find that their
performance is very frustrat-
ing. In 1989 75 per cent of

total deposit figure was ad-
vanced. This declined to 70
percent in 90. However rela-
tionship of deposits with ad-
vance and investment re-
mained almost constant. This
depicts that high interest rate
on deposit is mobilizing more
and more deposits but advance
figures is not going up accord-
ingly. The reason is manifold.
High pricc of loan discourages

potential lenders. C in
government, most the
in unpleasant , CAUSESs

preblem o entrepreneurs.
Dthrmch-mﬁtm
are also there. Government's
step to bring in A-

nancial institutions prohibits
unscrupulous lenders from
borrowing meney from the
band as a result the advance
going down

figures in NCHs are
leaving large amount of usable
money idle.
of our total national deposit is
at the d

per cent.
"One point that needs clari-

fication is that although the

advances of NCBs are not con-
sisient with deposit, the joint
advance and investment figure
is. This is because banks invest
the money left in government
sccurity, treasury bills, deben:
ture of government and semi-
governmenl organizations clc.

These give very low return;
sometimes less than the coslt
of fund. After all banks’ dc-
posits are su to be ad-
vanced and fallure in putting
the biggest amount ible in

advance causs i in
fund management.

Government is aware ol the
problem and reducing the in-
terest rale on loans. But so far
their is no significant response
from our money market. Even
government is thinking of re-
ducing the interest rate on
deposits so that the ultimate

Sector
Deposit/Employee /Year
Ratio

Profit/ Employee /Year
Ratio

price of loan goes down.
However the possible negative
impact on deposit mobilization
is very signfficant.

Among all these do's and
don'ts, NCBs are managing
their funds. Belore introduc-
tion of private sector banking,
our banking was fully con-
trolled by NCBs. There were
no scope for comparing the
performance ol NCBs. Private
sector banking is successful in
Bangladesh and comparison of
productivity between NCBs and

rivate banks shows the

llowing picture.

Private seétor banks afe 47
percent more productive in
deposit mobilization and 17
times productive in profit

earning:

No doubt, poor [und
management of NCBs is the
most important reason behind
the frustrating performance.
But is it the only reason? No,
meticulous analysis of total
banking system reveals the
following problems in our
banking sector.

1 The banking system itself
has not developed in a way

it should this is becausc of
[requent change in

government policy.
2 The interest rate structure,

ceven alter all these reflorms,

Sixty -four percent

sposal of the four
NCBs while their advance is 54

is mo harmonious with the

investment environment.
3 Too much burea

forces the banks to send

weekly, monthly, hall-yearly
statement te the central

4 Recovery record is very
poor and rccently it has
gone to 30-40 per cent.
Hﬂl growth rate of bank
income can be achieved

only through higher loan

recovery.
5 There is ne innovation in
financial instruments.

6 ‘Non-interest income of
NCBs in very low.

7 Growth rate of bank ex-
pn'dﬂurl: is very high.

8 Banks are not mechanised
with the sophisticated
technology invented.

To cope with need of the
time our NCHs should consider
the following steps.

I The importance of non-
interest income for banks is
significant. New additions
in the stock of customer
service like introduction of
credit cards will help the
banks Lo earn new service
charges to add to their non
interest income.

2 Cost control measures arc
essential te bring down
band expenditure. Proper
plan can reduce
expenditure. For example,
at present a branch sends
around 200 statements
which can be reduced by 50
per cent.

3 Intreduction of computers
and use of modern banking

packages can reduce the
manpower requircment.

4 Besides belter fund man-

agement and portfolio
managemenl improving
recycling of funds and

developing other income
carning busincss activilies

(non-fund) will certainly

improve the productivity

levels of NCBs.

in the changed context of
financial sector reform which
has brought new dimension
the management of NCBs
should undertake more in-
depth exercise there ever be-
fore in loan portiolio determi-
nation. This can ensure safety

of the funds as well as higher
profitability, ‘Ihﬂ:h is our par

mnﬂfaﬁ bank

In our s are -
ing a transition nodpb':
tween strict control and [ree-
dom. Once the banks are abso-
hutely [reed, our endeavour for
national development will get
momentum. Sincere and -
est afford of all concerned is
essential, otherwise we are not
away from the crunch time.
This is perhaps our last hope.
Otherwise the efliciency in
capital rharket will be a remote
cry in a country where gov-
ernment tops the banks' de-
[aulter list.

The contributors are MBA
students of Dhaka University
and the article is based on
their termpaper on NCBs,
. prepared under Prol. Rahim
* Box Tuh.:hdar

" Foreign Investment in

{E infrastructure sector
in India is no more clos-
cted against private
investments. In a bold policy
initiative, the ment of
India has allowed private par-
ties, including foreign ones, tn
invest in iL
Apart from li::dnlh-thn‘
the government to open
up the capital-intensive infras-
trycture sector due to the re-
source crunch. Investors are
lining up enthusiastically to
share the benefits in an in-

gn, t be-
lieves, will u in state-of-
tl'nt-lﬂ-technnlog in steel
coal, power, oil exploration
and telecommunications — all
open to privale investors —
thereby improving the lives of
the people.

Private investors will also
get the opportunity to take
part in the social development
of India, which is out to make
its mark in the market
after the liberalisation drive
launched a year ago. The gov-
ernment, in its keenness (o
make investments profitable
for foreign entreprencurs, has
also allowed 100 per cent eq-
ufty in certain segments of the
sector, This is larly true
of power, where India nﬂ:dl
forcign and private neg;.
meet the growing ul' a
developing society. Curbs on
repatriation of profits have
been lifted, ensuring larger
profit margins in business ven-
tures.

The
segment has witnessed a surge
of foreign investment propos-

np:rnduphfﬁﬂiﬁ.tdpﬂ

vale parties, telecommunica-
tions is the second-most prof-

ftable field for investors.
names in the interna-
telecommunications in-

telecommunications

After petroleum was

dusiry, like Ericsson, Alcatel

CIT, Fujitsu, NEC, Elngi;ﬁrc
Telecom and Hutchison le-

com of Hong Kong, are vying
for a place in the Indian
market. Some also have Indian
collaborators. Moreover, many
Indian industrialists wanting a
stake in the Indian telecom-
munications market have joi-
ned hands with foreign firms
to improve their prospects.
The competition in the
phcn:;; of tenders for the
manufacture of cellular tele-
phones indicates how lucrative
this segment is considered by
investors. The nt of
Telecommunications (DoT) has
invited tenders for serviceés

ranging from digital exchanges

and microwave sysiems to
franchises for cellular opcra-
tions in the four metropolitan

citics and for paging in 28

other citics. It has also asked
for E-Mail, Vidcotext, Voice
Mail and any other services an
applicant might consider vi-
able, :

DoT has also announced
s for an additional 7.5 mil-
lines to the existing 5.8
million before the end of the
Eighth Plan, It also aims to in-
stall 20 million lines in the
next eight years.
Hydrocarbon sector was
earlicr thrown opcn to private
investors. Bids were invited,

India on Rise

primarily for three refincrics
and the development of a few
discovercd oil ficlds. The gov-
ecrnment allows 26 np;rt}:':n;
ity icipation a ol-
Ecqlrjh n;;m;l round-the-year ba-
sis. Private and fureign invest-
ment have also been allowed in
small discovered oil and gas
ficlds on a sharing basis. The
nt has, to begin with,
identified 28 such ficlds for
private participation which
‘will be offered on a collabora-
tion basis. This is expected to
bﬂrlg in foreign exchange
ﬁl.?.tn!lgbﬂliun

Indian entrepreneurs have
come forward to invest in this
scctor. The Aditya Birla Group,

Foreign investments have inspired India into numerous joint venture projects

Reliance, Essar, Hindujas and
British Gas are vying with cach
other to set up joint ventures
with public sector ofl compa-
nies like Indian Oil Corpora-
tion, Bharat Petroleum Cor-
poration and Hindustan Petro-
leum Corporation. In joint
ventures [or the relineries,
Euhlit: scctor units [PSUs) will

ave a stake of 26 per cent,
the same as co-venturers. The
remainder will be given to the
publie.

In the case of bidding for oil
and natural gas exploration in
India, 16 companies have cn-
tered the arena. include
Shell, Atlantic Richlicld,
AMOCO Albion and Pan Energy
from the USA. Among Indian
companics, Tatas and Hin-
dustan Oil Exploration Corpo-
ration have entered the [ray.

Power sector is also offering
a higher percentage of the
profits. In this scctor, the gov-
ernment has offered 100 per
cent equity, removing the
condition of 51 per cent equi
for foreign investors. Genera
Electric and Enron Power
Corporation of the USA,
Ecolite de France and other

major companics are queueing

up for the clearance.
, Steel, carlier a state
monopoly industry, has been
freed of restrictive clutches

and private foreign investors,
like Japan's Mitsui Co
tion, HW Hoogovens of the
Nctherlands and Butte Inter-
national Sysitems ol the USA
have joined HSCO's revamp bid
by putting in their tenders.
Indian coal industry does
not want to be left behind.

With the opening up of the
coal , hitherto as state
. monopoly, themun is en-
tering an era of total isa-
tion where market
mechanisms awaken India
to a better tomorrow. — India
Update.
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Quality Control Circles:
Colombia’s Experience

by Hernando Marino Navarrete
UALITY control circles ing together as a
can play an important leam to upgrade n
role in wu the order to satisly the reguire-

q of products sold on the
internattonal market and

countrics have
lnl ucing this appreach to
quality improvement, with
positive effects on their
sales. One of these is
Colombia, where this tech-
nigue has been in operation
lor over a
The ntl.l‘ndu adopted
by a number of [irms in
Colombia to introduce and de-
velop quality control cireles l-
lustrates he frvolved and
the requirements for effec-
tively implementing such pro-
Eramines,

How the idea developed

Ever since the [irst quality

control circle (QCC) was set up

in the Japanese Union of
Scicntists and Engineers in
1962, the cstablishment of
such circles has been

ing throughout the world. Thl.'
idea underlying QCCs and their

operation was unknown in
Colombia before the mid-
1970s, when the Colombian
Quality Control Association was
established.

The Association began
studying quality control circles
and undertook study tours to
other Latin American couniries
that had already launched such
programmes, including Brazil
and Mexico, as well as to the
United States and Japan. In
addition, Japanese lecturers
were invited to Colombia to
desceribe the experience in
their country of using these
circles. This exploratory pro-
cess in Colombia lasted [ive
VCArs.

At the beginning of the
1980s several Colombian en-
lerprises, in both the indus-
trial and service sectors, de-
cided to introduce formal QCC
programmes in Ltheir lza -
tions. These firms had varfous
rationales for developing such
schemes. For some, QCCs of-
fered a means to improve the
quality of their products and
services.,

For.others, quality contrel

circles were scen as.a lrl:thd

te in

yet otfcta, the tee
w-nv to apply participathve hmn
agemenl principles.

These innovaling compa-
nies included an cxport-ori-
ented manulfacturer ol sports
shocs; a large firm that pro-
duced printed material and
also marketed offlice equip-
ment such as computers and
furniture; a commercial bank
with a branch in Panama: a
company producing vegetable
fibre packaging and polysty-
rcne; and a large foreign firm
making synthetic fibres.

Objectives of the pro-

gramme

An analysis ol Colombia's
cxperience shows that enter-
prises that introduced QCC
programmes have emphasised
one of the [ollowing aspects:
product quality and productiv-
ity, total quality or participa-
tive management. As a result,
the name of the programme in
a particular firm has tended to
reflect the firm's specific ob-

jectives.

If the goal is to improve the
quality of products (either
goods or services), the name
given to the scheme is usually
QCCs, productivity circles or
problem-solving groups. I the
emphasis is on total quality de-
velopment throughout the en-
terprise, the usual name is a
QCC programme. If the
scheme's purpose is participa-
tive management, it is likely
that the programme 8 re-
ferred to as a participation cir-
cle.

The nature of quality con-
trol circles varies depending
on the firm's purpose in estab-
lishing
QCCs that are responsible for
controlling and improving the
quality of the firm's products

(goods or ncnrim::]l and
thereby increasing productiv-
ity, the circle is usually a small

group of employees meeting
periodically at their won ini-
tiative (generally, a non-hour
meeting once a week) to iden-
tify. analyze and solve prob-
lems concerning the quality of
the products made in the
company or in their section of
the company.

The objectives are one or
more of the following: control
and improve product quality;
achieve higher productivity
levels: reduce operaling costs;
and produce fewer defective
goods. The members of the
QCCs are more familiar than
anyone else in producing the
product and are therefore in a

position to resolve
problems. In this situation the

QCCs are expected to produee

tangible and quantifiable re-
sults.

Under the total quality ap-
proach, quality control eircles
generilly take the form of a
small group of persons work-

Fnr,,

- management

them. In the case of *

ments and expectations of
customers (both internal and

stafll at all levels (lop manage-
ment, middie management

and the worklorcee) and thus
upgrade quality in the broadest

scnse in the company.

A participative circle is usu-
ally a small group of persons
working in a spocific part of a

arious :Frlrfﬂpln; countries have introduced this

circle

functions should hc'und:r-
takcen on a voluntary basis. The

e ———

approach to quality improvement

who meet from time
to time to difficultics
encountered in the work
and propose solutions to
The objectives of such eir-
cles may include: application of
lrtiﬂ:tm management
principles, nl of a
work climate that provides
challenges and motivation, in-
tegration of stafl in the firm,
promotion of a team spirit and
enhancement of the status of
the individual. The results
sought through the establish-
ment of
are above all therefore
of an intangible nature.

ity control circles

firm should implement the
cxpansion stage using its own
stall — it should not haw to
scck the assistance of external
consultants. The knowledge
nnd ::ptru:m:.- acquired dur-
:rnrhul slages, lo-
mh:r wil house teaching
matcrials, should be sufficient
o provide te training
for circle leaders and mem-
bers.
The experience of Colom-
bian firms (llustrates some of

be I'1|.|I])|r informed about the

Stages in developing rogramme. This is
— - use it must be clear
scheme that the programme is not in-
ally implemented in a series uf union activity. For this reason
stages that form part of a long- QCCs do not .deal with Lhe
lerm process. Each includes questions of or promo-
activities that have to be com-. . . tlons, for
and raises critical prob- b. The entire company and
that have to be resolved " is middie man-

before Lhe next can be started.
The five stages usually in-

cluded in a QCC
il g chagpnes

arc initiation,
pansion, growth and maturity,

which are described below,

Initiation: NDuring this stage
enicrpriscs conccenirale on
collecting background infor-
mation on QCC programmes,
visit other firms that have al-
ready launched such schemes
and ise courses for top
to determine
what the programme is in-
tended to achieve. In this
phase the policy underlying
the programme has to be de-
fined and a p but real-
istic action framework has (o
be established. Decisions also
have to be taken on how the
programme will be carried out
over the long term. It usually
takes companies one year to

complete this :
Pllot plan: During this sec-
ond stage the p me fs

tested on a small scale (with
one or two pilot circles] to
evaluate the policies laid down
in the first phase, overcome
any initial di ities in start-
ing the pilot circles and adopt
an approach for developing the
pro on a broader scale.
Activities characteristic of this
stage include selecting the
arca or areas in which the pilot
circles are to operate and or-
ganising training for the future
leaders of the QCCs (both the
pilot circles and the subse-
quent circles). It is also neces-
sary to acquire or develop rel-
evant training materials at this
point.

During this stage as ad hoe
executive coordinating com-
mittee should be set up with
links to the pilot circles. This
structure, which is parallel to
he firm's overall organisational
structure, offers an effective
means of promoting the pilot

stage. An nugolnl evaluation

system should also be designed
to identi Ngr any obstacles en-
counte in developing the

pilot circles so that :prnprl-
ate action can be taken lo
overcome them. This s

comes to an end when each
pilot circle submits a draft re-

su its activities, any
problems _ -
mended solutions.

Colombian enterprises. have
required an average of one year
to complete this stage,
although some have taken up
o two years.

lom: The expansion
stage is based on the assump-
ton that the entire workforee
is able to participate in the

QCC programme. main ac-
tivitics undertaken during this

stage are o

agement should fully support
the programme. A frequent er-
ror is o regard the QCC
scheme as the exclusive do-
main ol a particular depart-
ment in the firm or a specific
group ol ns in the com-
pany. S should understand
that the development of cir-
cles during the cxpansion
llng: is in interest of all.

M-::un:nl style should
be uhp the concept of

worker part tion underly-
ing the idea orqulhtr circles.
Experience shows thal the
programme can be most suc-
cessfully expanded il company
managers encourage construc-
tive criticism by their subor-
dinates and scek their advice.

d. Responsibility has to be
delegated for deyeloping cir-
cles in various areas of the
firm.

The cxpansion utl‘: usually
lasts for a minimum of twe
ycars in a medium-size firm
and up to five years in a larger
one. It is the s that -
scnts the greatest difficulties
‘and the onc that demands a
considerable amount of pa-

tience and determination.
Growth: The main feature of
the growth is the contin-
uing activity :1 dozens or even
hundreds ul‘ circles in the firm
that, during the course of a
year, may ollen submit pro-
for solving quality prob-
ms and for improving work
methods. Ma t should

therefore devole adequate
time and effort to examining

such proposals, allocating the
necessary resources so thal,
the QCCs may carry out the
suggesied improvements.
Maturity: The final stage in
implementing a QCC pro-
gramme is that of maturity. In
this stage the firm should not
only undi:ﬂ.ah: the QCC pro-
gramme at the base but also
backstop it -t other organisa-
tional levels. The vital tasks at

this point are to
existing ning for the pro-

]
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wards for the successful work

of the circles. (Most compa-
nics do not, however,
economic benefits to

circles, although they do ac-
knowledge in various ways the
contributions made).

An énterprise that



