DHAKA MONDAY, AUGUST 23, 1993

= i R e R

Interview with Harvard’

s Professor of Economics

Neither Government nor Market alone Functions Eftectively

by Rashed Mahmud Titumir

0 NLY 29 years old. Dr Jonathan Morduch,
an Assistant Pyofessor of Economics al
Harvard University in Cambridge, Ma-
ssachusetts. the oldest and most distinguished
university In America, recently visited Hang-
ladesh to present a al a seminar.

Soon after completing graduation from
London School of Ecoromics and Brown
University, he worked for the Agricultural and
Rural Development Department ol the World
Bank in Washington, DC, where he spent a year
helping to design new approaches to analysing
thmm to, Harvard University, Morduch
recetved his Masters and Ph.D in Economics in
1991, Completing doctoral dissertation, he was
asked to foin the faculty, where he now teaches
Ph.D level courses on deve coonomics.

Economic Issues in Asia have long been of in-
terest to Professor Morduch, beginning with his
doctoral-dissertation on how farmers cope with
risk in South Indian villages, His current re-
search involves understanding the role of
inequality on economic decisions in Bang
rethinking a hes to disaster
and tnau“f-nrtw:éhjm He has m
price reform in Hungry and Russia and assisted
in designing a poverty alleviation strategy for
Indonesia

His work is distinguished by an attempt to
push the boundaries of economics lo encompass
arcas not traditionally considered within the del-
inition of Economics’. This is exemplified by his

recent contributions to the studies on the ‘theory

of government decentralisation’.

The Daily Star arranged to talk to Professor
Morduch and the excerpts of the conversation
are given below:

The Daily Star (DS): You are a professor of
economics al Harvard University, which (s one of
the most prominent departments of economics in
the world. What are the main views represented
there 7

Jonathan Morduch [(JM): One of the greal
strengths of the Economics Department is is di-
versity — both in research interests and in
methodological a . On one methodological
extreme, Professor Stephen Marglin has con-
tributed a great deal in providing new founda-
tions for “radical economics”™. On the other end,
Professor Robert Barro and others have argued
strongly for free market policies. Most of the
faculty lies ncar the mid-goint of these ex-
tremes, taking the view that neither governments
nor markets always function effectively. This
provides a potential role for the government in
mitigating the imbalances of markets. But it also
provides a healthy realism as to the limits of
governments. Given the great range of views, you
can imagine that seminars are often very lvelyl

Recently, there has been much interests by

economists in understanding corruption, bu-
reaucracies, and electoral politics — areas tradi-
tionally the exclusive domain of political scien-
tists. Several of my collecagues have been in-
volved in this weork, both in developing new
theories and in analyzing data. One of the most
appealing attributes of economists {s that they
are tncorrigible lnl:lhr:ttuu.l imperialists. Thus,
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they are constantly using economic logic to ex-
plain phenomena usually reserved for anthro-
pologists, sociologists, legal scholars, and others.
Of course, the anth ts, political scien-
tists, etc. t mot it, but in gemeral it's a
3 . To cite one example, recent work
by Professor Martin Weitzman uses cconomic
analysis to characterise the diversity or
uﬁmuﬂ of cranes, the beautiful birds
which live in the southern United States. While
seemingly esoteric, it turns out that this work is
very helpful in evaluating alternative environ-
mental policies. But you need ndt be too con-
cerned, all also worry about une . In-
flation, national income, and all of the traditio
arcas of cconomics.

NS: Tell me how the famous debate bet
Monetarists and Keynesians is viewed " al
Harvard. -

JM: The debate has come a long way  since its
height twenty years ago. The vast majority of
economists now reject orthodox mone-
tarism of days gone by, with its strict free market
orientation, although most now accept that in-
flation is largely a product of too rapid money
supply growth. An im { new school is aris-
ing. which some call the "New Kenysian~ ap-
proach because many of the views echo those
put forward by John Manard Kennes in 1936 in
his famous General . The New fans
belicve that there can be critical faflures in credit
and labour markets due to the costs associated
with transactions in the market—especially
when people do not have all the relevant infor-
mation nccessary to make the best possible
choices. This means that appropriate govern-
ment policies can reduce unemployment, and
raise incomes, The difference with the older

Keynesian tradition is the attempt by younger

scholars to provide rigorous microeconomic
justifications for their macroeconomic policy
prescriptions. This has been quite

programme
successful, but many of the micro and macro
links are still tenuous.
Interestingly, while this work has been very
“mainstream” in its approach, it has taken u
some issues of and discrimination
once had been the exclusive concern of the lefl.
M.yuu'nmll-hdyhuh:hwd’thrm
reading Marx's Capital
What are the approaches o economilc

development at Harvard, in the Economics
Department and elsewhere — at the
John F. Kennedy School of Government and the
Harvard Institute for International Development
(HIID). At the School of Public Health there is
long-standing involvement in Bangladesh. and
the director of the Center for Population Studics,
Lincoln Chen, has, lived in Dhaka for many
i

rs. :

Within the Economics Department, mosi
professors believe that emcour markets (o
expand is an important step in development
process. This means that governments should
privatise and remove distortionary taxes and
regulations. This has been widely u’mﬂ!
Professor Jeflrey Sachs in advising on eco-
nomic transitions in Russia and Poland. Others
argue that there are times when the government
should actively intervene to stabilise prices and
address market faflures, as has been success:
fully put forward by Professor Peter Timmer in
the many years that he has worked on the
Indonesian economy. There is little sympathy for
Marxist approaches to development in the
Economics Department and Kennedy School —
and this is reinforced by the long string of fadl-
ures of Marxist governments.

Still, Professor Amartya Sen, who next year
will be President of the American Economic
Association, has demonstrated that govern-
ments can achieve much in terms of improved
health and education conditions by direct
spending, even in poor countries like Sri Lanka
and China. While such programs arc costly, the
benefits are also great. Reaching a fair balance
between economic and economic equal-
ity is still & very real and difficult problem —
onc which economists, philosophers, and other
concerned citizens need to address together.

DS: How would you view the cause of under
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JM: | could spend a year trying to answcr
your question, and you probably wouild still be
unsatisfied. Let me mention two arcas which
mainstream economists — and | include mysell
in that category — usually do not address: dis-
crimination and . An important element
of the process of ment is the expansion of
opportunities and creation of access to credit
and earnings opportunitics. When resources are
tight, there is a temptation for those who have
access to guard it dearly. But the resull is that
those who start with little are often pushed fur-

ther downward. At least in
ernment can play an in imiting
such discrimination and sometimes, in redis-
tributing income. This is part of the conclusion
of my work in rural india.

DS: The World Bank and IMF tell developing
countries that they must reduced tarif] as a
condition of recetving loans. But the US, Japan

and Europe all have protectionist policies them:

. the gov:
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you view these countries now 7

JM: | was in Russia in December 1991, just
as the Soviet Unton ceased to exist and Mikhatl
Gorbachev relinquished
a dificult one, and the situation has improved
only slowly. but reform was necessary to avoid
the imminent collapse of the food sector and
matters would be far worse now had there not
been the reform

One thing which | does not get lost In
the tumult of history is that great strides in v
ing standards were achteved in Russia just aficr
the revolution. although we should also not for-
get the political excesses and hardships imposed

O e PP G The Chinase expertence different,
and do you think that China can sustain s bmr
ssfue growth rate 7
F?JH China has taken a very different path.
have chosen to continue subsidising many
incMicient state enterprises, while rapidly
up agriculture and small industries arou
them. Thus, the transformation has been grad-
ual, In China, people often say. "to cross a river,
you must touch every stone” which refers to
their cautious, experimental ap h to eco
nomic transition. The achicvements in China
have been great, and unlike in Russia, people
have taken to the market with great enthusi
asm. In Shandong Province, where | spent this
past June, there is new construction beginning
everywhere, and one often hears about people

A ing into the ocean’,
jun{':lg_n oL d‘i:tk that Bl Clinton’s policles will
make a big differences in America?

JM: On the surface, | doubt that Clinton will
change things radically. but America was ready
for a new face , and it is good to have someone
ncw in the White House. Chinton has recently
made some political miscalculations, particularty
in pushing his budget too hard and pushing leo
quickly on homosexuals into the mili-
tary — even though both are sound policies In
addition, his much-awafted health-care reform
package is still much-awaited.

. That winier waa |

OTATING Savings and
Credit Assoctation (ROS-
CA) is a non formal
group of some individual

Savingsand Credit for Self-Employment

joined it 3 or 4 ycars ago. By
now, he has been able to buy

by M Maniruzzaman :
have any financial benefit ex-
ccpt that he can use the money

members [usually 10 to 20
members| depositing an agreed
amount of regular savings
fusually 10 to 20 lakas] but it
can be as low as 5 takas or as
high as 50 to 100 takas, at fixed
time intervals (usually daily,
but it can be weekly or monthly
also), and lending the accumu-
lated saving to each individual
member in rotation fweekly, ev-
ery 10 days, fortnightly, or
monthly), on the basis of an
agreed principle, usually by lot.
A Typical example is that a
group called shomiti of 20 per-
sons lor shares) deposit Tk. 10

every evening o a group mem-

ber or authorized person (called
Cashier], A lottery is held every
fifieenth evening to disburse the
savings of Tk 3000
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““ROSCA's in Mirpur, .
Dhaka

This system in lbrahtmpur

area was introduced by a group

of ricks and other

‘simflar people about B years

agn. One Nasir to this

the first group. The founder
Nasir expired couple of years
ago but feliow friends have
continued the and even
expanded it throughout Mirpur.
Now. it has spread in other ar-
cas of the city also.

Presently, one Naim, a
Matriculate man who
could not any suftable job,

more than a dozen rickshaws.
Many others who were rick-
shawpullers or pushcart labour,
or petty traders have been able
to buy some rickshaws, push-
carts or expanded thetr busi-
ness in this way.

| have myself found, about a
dozen such ROSCAs in
[brahimpur- Sewrapara area of
Mirpur in Dhaka city.

Simple and Interest free

It is interesting that the
Bangladeshi ROSCAs are very
in nature and there is no
element of interest rate in it
For that reason it is highly ap-
preciated in a Muslim com-
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srmiber » ROSCA purche
- daily

munity which s very vocal
against usury. In one ROSCA, |
have found a mixture of Muslim
and Hindu members. Thére is
no religious or social restriction
on it as usury is not involved.
Account keeping is also very
simple since the calculation of
imterest is not required and the
transactions are very simple.
Edch ROSCA group has just
one note book with the cashier
for keeping accounts. "

In this simple interest free
ROSCA one who wins the lot-
tery (Khela/ game) at the be-
ginning is the most and
one who gets the money at the
end is the least gainer.
Therefore, every body wanis to
get the money, as
sible to have a gain ol "interest
windfall.” But it is very difficult
to decide who should get early
and who should wait. So, the
lottery system has come to solve
this

Benefit of Cashier

founder member or the cashier
(the founder may or may not be
nominated as cashier] do not

As pos- -

kept at his custody, say Tk. 10
daily by 20 members f.e. Tk
200 for a temporary period until
the next is held, say upto
15 days. So has always a
small capital 1500 taka
cash in this case) which he
usually utilizes as running capt--
tal in his business like grocery
shop. Very often, the cashier is
a shop keeper, not a rickshaw-
puller. So, he has this advan-
tage of utilizing the dtis
estimated that monthly benefit
of using such found is about
Tk. 150 assuming 10 per cent
monthly interest rate existing in
the non-formal money market

...............

rickshaws through ten-taka

bencfit of the cashier is also
fmportant as it him pres-
tige and le role with in
the group and in the commu-

nity.
Collateral

In most of the ROSCAs, the
group members are all known
to one another. So, no guaran-
tor is needed to get the money
disbursed on winning the lot-
tery. Howewer, :r: rickshaw,
pushcart or the shop etc. act as
collateral, as the rick-
shaws/pushcarts on which the

. moncy is usually invested are

kept at the common i
these cannot be tm::
until the ROSCA cycle is com-
pleted and the person con-
cerned is not allowed to leave
the area or sell the
(rickshaw or until
the full amount is settled.

I have seen one example in
which the man who won the

first lottery was a new man also
In Bangladeshi system the

ayj

B

H

L
E

,F

ering

-

Rapid

necessary for all Nleld ecology

and in Computers

lppr!lill of rmll!r conditions in jlocal areas is
work. Here information on

Helping

o

recent rainfall, wind and humidity patterns in an area of
savannah woodland is being downloaded on to a lap top

compulter.
The

and pesticide monitoring

project is part of an environmental assessment
programme. Scientists from

the Natural Resources Institute [NRI]. the scientific arm

and executive age

of the Overseas Development

Administration [ODA], which runs Britain's aid pro-
gramme, spend a substantial amount of time on assess
ing situations in the fleld In the tropics. The introduction

of the latest computer tech

jes has helped to make

thetr work more eflective and eflicient.

The NRI's multi disciplinary

, problem solving research

and development work goes back through the Tropical
Products Institute, the Land Resourr=s [Mevelopment
Centre, the Centre for Overseas Pest Control and others

to the late 19th century.

Today, NRI embodies a wide range of disciplines, no
tably chemistry, biochemistry, entomology. plant pathol
ogy. blogeography. land use, ltvestock, nutrition. food

technology. engineering

Natural

Contract: Nitk Davison.

mon and engaged a reli- HENIDAH  Ex-Cadets yza Haq

able to run the Assocition LJEXCA) co- : by Fa

rickshaw. Daily subscription of mprises successful and the promise of the project. been donated by the govern-
Tk 10 for the ROSCA was de- doctors, engineers and eco- It was heartening to see young ment th the Dhaka City
rental. In some other cases, | . . ned about themselves concermned about well-being  been working since

some group member stands as

. I there is no guar-
antor it is the discretion of the
cashier to disburse the money
at the risk of the cashier.

Limitations of ROSCA
ROSCA has one Hmitation.
%mmmw
income can participation

in it. For example, the rick-

shawpullers and petty traders
te in ROSCAs,

in enterprises ltke Baby-.
taxi. It is self and
cost effective institution on self

help basis.
ROSCA 1s quite
in the semi-

with too much outside assis-
tante.

The author (s a local profes-
sional, tnvolved in 'a
Danish aided development pro-
grameme tn Bangladesh. This
work is however his personal
initiative and responsibility. The
author was insplred by Mr
Stuart Rutherford, Advisor,
Action Aid, Michael
Vinding, Counsellor, Royal
Danish Embassy, Dhaka pro-
vided his valuable study on

and their well-being but

have set up a free Friday
hospital and work there

E

Dr. Mamunur Rahman, gen-
of the organisa-
said, "People talk of rural

but there is need to help
t isplaced in the city of
Dhaka when your neighbours
are poor and unhealthy. | de-
my time once a month for
pu

labour that went into the
hospital. "The members ol
JEXCA donate Tk. 2,500 a
month and we collect medicines
from phamceuticals, free of
cost, whenever we are offered.
We also have applied for
medicine but we received a do-
nation only in '‘87. We were
given Vitamin A and B complex,
and basic medicines like
Disprin, antacid and eye oint-

ment. The Trﬁml registration
bltzc::" 350 per week. The
30 and the 50 volun-
teers are dmnlc,'

Kh. Salad in, chairman of
the clinic sub-committee, and
an with PWD, spoke of
the space limitation. “We have
dedicated doctors and volun-

teers but are often short of
funds and” medicines. We are

exploring comer and got
n:ulin:inu not necessarily

Lutfa, 25, a mother of two
children whom one found at the
hospital said, "I've brought my
son as he suffers from indiges-
tion. | have also come to treat
mlf as my right hand aches

it rains or it is cold, spe-
clally when | have to do rigorous
housework, like washing and
grinding spices, People in my
neighbourhood informed me
that the medicines and the
treatment in this place are very
reliable and promising and so |
come here.”

Fatima, who is 24, came
with her son who had fever and
was emaciated. "] come here
regularly after the child's skin
disease has been cured,” she
said.

A flow of patients streams
into the clinic on the Friday
mo no matter if it rains or

the weather is otherwise foul.
This is a measure of the success

of the masses, and actually
doing somecthing about it
sacrificing their own time and

The JEXA health service,
since the beginning, has tried to
serve the people of Bangladesh
through community-aided pro-
grammes such as blood dona-
tion programme, posthumous
eye donation, etc. Incidentally,
the association is a tax de-
ductable one.

In 1986, 13 years since the
association it was de-
cided that JEXCA had the right

January 87 . The centre Is
entirely run by the members
the assoctation.

The main purpose ol the
centre s to provide curative
based medicare to the nearby
slum and distressed commu-
nity. In addition, there is -
ventive health care for mo
and children below five years of
use both at home and in the
neigh arcas through
mother and ¢ health activa-
tion (nutritional improvement,
vitamin A supplementation,

Disease Profile of JEXCA
(For the year 1992)

o |

As compiled from the Health Card

to combine professional re-
sources through a broad plat-
form so as to have the optimum
utility of its sources. Since |t
has 200 doctors , with the ma-
jority being based at Dhaka, it

was easy to establish the
'J'E:KCAI-LM'I Service” UJHS)

During the "88 floods, JEXA

began a 24-hour basis Emer-
gency Medical Assistance
Programme from September 7
to September 25. Later the civil
surgecon's Office of Dhaka
reco this as an
health centre for the of
Mirpur. The volun Health
Services (VHSS) SOME
emergency icine for the
programme, Later, in October,
with the aid of Overseas
Development Administration of
UK, JEXCA began a 20-bed di-
arrhoca hospital at Mirpur
Town Hall for a moth. In -
nition JEXCA shared the
TV's “"Heart of Gold® award
along with other volunteers.
JEXCA Free Friday Clinte
and Vaccination Centre WJEXCA

FFC&VC) was a %":l progress
in health service, space has

L]

promotion of breast feeding ,
health education, birth spacing
etc.)

The health cards at the cen-
tre are regularly utilised in
gauging the requirement of the
not-so-fortunate urban com-
munity through urban health

and economics.
Resources Institute,
Chatham Marttime, Kent ME4 4THB, Engla
BROOBS. Fax: 0634 BBOO66/77. Telex: 263007/77,

Central Avenue,
nd Tel: 0634

—Courtesy LPS

Serving the Urban Displaced

registering both old and new
paticnis

2) General medical section

3J)

4) m‘ section

5] Data section for analysis
of the patients’ data and giving
feedback information

All the sections are run by
volunteers.

Every new palienl is regis-
tered with the clinic for a fee of

Tk 10 and the remaining visits

mﬂr&l’k 5.
A plete medical history is
recorded, physical examination
carrited out and the needful
investigation asked
for. Detailed medical records
are kept for the future.
Instructions are given on diet,
personals and household hy-
, child bearing, breast

and family planning.
The clinic is equipped to per-
form bedside investigations
that are necessary for diagnosis .

statistics outlined in the health
card for further analysis in the
compufer. The purpose is to
register community medical and

related statistics which will help
future decision in planning. The
monthly discase profile and pa-

tient attendance records are
studied every moth to find the
trend of the diseases and the
variation on sex and age

groups.

Should the patients require
special investigation and opin-
jon of specialists, they are sent
to honorary consultants and
other institutions. All the pa-
tients have to report back to the
clinic for follow-up advice and
medication.

At present the centre pro-
vides only curative health-care
service to the surrounding
community. Some of the ser-
vices like health education, mo-
tivational programme on the
use of ORS for dehydration, dis-
tribution of vitamin A, promo-
tion breast-feeding and
tion of sanitation and hygiene
are a routine part of the centre’s

present activity.
From August, €3 the

‘programmes it plans to carry
out include’. ,
1) Immunization programme
2) Mass deworming of chil-
dren



