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US adopting aggressive |
industrial policy

WASHINGTON. Oct 4. As
during his campaign
the US presidency, Bill
Clinton is adopting and aggres-
sive industrial policy to help US
companies compete with their
European and Japanese rivals,
reports AFP.

The White House last week
unveiled a programme of cooper-
atjon between Pentagon research
centres and three US automak-

ers.

The . said Clinton, is
to do "nothing less than redefine
the world car of the next cen-
tury"— and thereby enable the
US auto industry to dominate
the world auto market.

A little later. explaining his
administration's export promo-
tion strategy. the president an-

nounced that a small part of US

aid would be linked to the pur-
chase of US goods and services.

The measure, which would
mark a significant departure in
US policy of the past two
"to counter
the tied-aid practices of our

decades, is

" Clinton said.
According to Clinton,
business has lost 400 to 800
million dollar a year in exports to

such practices.

Clinton also has decided to
ease Cold War-era restrictions on
high technology exports.

The Clinton administration
believes that the panoply of mea-
sures will double US exports to
two billion dollar a year and cre-
ate six million jobs.

countries because of

us

At the same time, Transport
Secretary Federico Pena last
week gave the green light to re-
launch the construction of US
civilian merchant ships. Three
billlon dollar in credit guarantees
have been freed to encourage
orders and offset the subsidies
that the Japanese and

Europeans provide their ship-
buflders.

Moving on all fronts, the
Clinton administration also sent
Pena to Saudi Arabia over the
weekend to try to win for the
United States a six billion dollar
commercial aircraft order in
which Boeing and McDonnel

are in close competition
with Europe's airbus industries.

Senator Patty Murray, a

Democrat

Washington state,

manufacturers.

This series of measures and
interventions by high officials
turned travelling salesmen con-
trasts sharply with the laissez-
faire attitudes of the two previ-

ous administrations.

It reflects the determination of
new t(eam Iin the White
House to mobilise all its re-

sources (o preserve cutting edge
industries that are cnnud-cred

the

under threat from
petitors benefiting from gnm
ment support.

representing
revealed in

that Clinton personally
intervened with King Fahd and
was confident that most of the
order will go to US aircraft
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A woman takes a closer look at a "Jurassic Park” scene carved out of valuable coral in Taipei on
Sunday. The sculpture, -eqlunlllﬂﬂmmlndm:unngﬁﬁmchuhgh,wumadfmm

one single piece of coral by a designer of the Taipei
sculpture is going for 1.38 million Taiwan dollar {51.300 US dollar).

-based Lucoral Co in two months. The
— AFP photo

Most Asian units lose ground against

HONG KONG. Oct 4: Most
Asian currencies lost ground
against the US dollar this week
as investors brought the
Greenback on the back of im-
proved US economic indicators,
reports AFP.

The Japanese yen and
Australian dollar both regis-
tered minor losses against the
American wunit, while the
Philippine peso following calls
for a devaluation to boost ex-
ports.

The Indonesian, New Zeal-
and. Philippine, South Korean
and Thai currencies all lost
ground.

Japanese yen: The
Japanese yen weakened moder-
ately to the US dollar on Friday.
down 0.33 yen from the previ-
ous week's finish.

The currency suffered a
sharp daily loss of 1.28 yen at
the close Friday as investors
sold yven for dollar on improving
LIS economic indicators.

Australian deollar: The cur-
rency ended the week lower at
4.1 US cent from last week's
65.23 US cent. mostly under
pressure from selling out of the *
United States.

exchange
Thursday was 112.2,

dollar over week

The local unit slumped to a
low of 4.48 US sent after
bouncing from a second six-
and-a-half year trough of 64.13
UUS cent in London.

Offshore sellers knocked the
Australian dollar to a slightly
softer close on Friday, rounding
off a hectic week and heavy re-
serve bank intervention.

The unit ended at 47.66
points down from 48.1 on the
central bank's trade weighted
index.

New South Wales markets
are closed Monday for a Labour
Day holiday.

Hong Kong dollar: The
Hong Kong dollar ended trading
Friday at 7.736-7.737 to the
US dollar, up from 7.7455-
7.7465 a week ago. The effective,
rate index on
against
112.5 last week.

Markets were closed Friday
for the mid-autumn festival.

Indonesian rupiah: The
Indonesian currency fell against
the US dollar over the week to
2.109 rupiah, compared to
2.108 the previous week.

New Zealand dollar: The
New Zealand dollar closed

Friday at 54 .99 US cent. down
from the previous week's finish
of 55.33 US cent.

It traded in a narrow range
throughout the week and
climbed slightly on Asian buy-
ing Friday.

Dealers said they were look-
ing forward to updated govern-
ment financial figures next
week, but added they were not
expecting any major surprises.

Malaysian ringgit: The
ringgit closed the week 20
points higher against the US
dollar at 2.5490 from 2.5510
previously.

Dealers attributed the local
currency’'s strength to active
buying by off-shore banks.

Philippine peso: The
Philippine peso closed at 29.230
to the US dollar on Friday.
down from last week's 28.001.

Bankers blamed the decline
on speculation sparked by calls
to devalue the peso to 35 to the
Greenback in order to boost ex-
ports,

The peso fell Monday and
moved to an all-time low of
30.55 to the dollar on
Wednesday. It stabilized
Thursday after the central

bank intervened to mop up ex-
cessive money supply by hiking
interest rates.

Singapore dollar: Thl: us
dollar remained weak through-
out the week. closing Friday at
1.5848, lower than the previous
wrek's close of 1.5923.

Dealers said there was very
little interest in the Greenback.
with the usual end-of-month
demand having little effect.

The US dollar on Thursday
dipped to an all-time low of
1.5820 to the Singapore unit
before recovering slightly on
Friday.

South Koream wonmn: The
won weakened against the US
dollar, trading at B09.10 won
Saturday, down 0.20 won from
the previous week.

Tatwan dollar: The Taiwan
currency jumped to close Friday
at 26.8405 to the US dollar, up
from the previous week's finish
of 26.93 in heavy

Thai baht: The Eank of
Thailand's Exchange
Equalisation Fund (EEF) on
Friday fixed the official mid-
rate at 25.25 baht to the US
dollar, compared with the previ-
ous week's close of 25.24.
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Buym showing mtarent in Bangladesh produ:tﬂ at t.he .ﬁalan Super Market Exhibition 93 held
in Smgnpure Pavilion Director Major (Retd) A K M Nizamul Alam is seen in the picture.

Accord on $1
- lakh céramic
goods, garments
exports likely

Buyers will sign contracts to
import ceramic products and
readymade garments worth one
lakh US dollar from Bangladesh
shortly, reports UNB.

The buyers at an interna-
tional trade exhibition titled
“Asia Super Market Exhibition
‘93" in Singapore September
22-25 have also evinced inter-
est in buying porcelain products
and jute goods.

Two contracts worth 50,000
US dollar each of importing ce-
ramics and readymade gar-
ments would be signed.

Export Promotion Bureau
(EPB), four other exporting
firms both from private and
public sectors participated in

the exhibition with their prod-
ucts.

Lufthansa, United
airlines sign
accord

FRANKFURT. Oct 4: Luft-
hansa and United airlines
signed an agreement Monday
that will give Lufthansa more
access to the US market and
allow United to expand in
Europe, reports AP,

The accord, which goes into
eflect January 10, allows each
airline to book passengers on
n::u:ln routes belonging to the
0 .

Lufthansa will be able to sell
tickets to 11 new cities in the
US: five with connections
through Chicago. five th
Washington, DC. and one
through San Francisco.

Lufthansa didn’t specify the
cities that initially will be cov-
ered by the agreement. It cur-
rently flies to 12 US airports.

United will be able to book
passengers on Lufthansa
flights to eight cities in
Germany beyond Frankfurt, as
well as to Vienna, Austria. The
cities are Cologne, Dusseldorf,
Hanover, Hamburg, Munich,
Nuremburg and Stutigart.

In addftion, United will use
Lufthansa flights between
London's Heathrow airport and
Berlin, Hamburg and Munich.

The airlines also will share
frequent-flier programmes and
ground facilities. They won't ex-
change stock or other equity.

The alliance was made pos-
sible by the conclusion of a new
US-German air traffic accord
last month.

The accord allows Lufthansa
to book through to
any US destination served by
US partner. Previously, it could
only book flights across the
Atlantic, but no connecting
flights within the United States.

Lufthansa, a money-losing,
half state-owned firm, has been
at a disadvantage with other
European carriers that already
signed cooperation ts.

British Airways is allied with
US Air, Air France with
Continental, Dutch KLM with
Northwest. These agreements
allow airlines to fill their empty
seats with passengers booked
through the partner.

The agreement was signed
by Lufthansa chairman Juerge
Weber .and Stephen M Wolf,
chairman of UAL Corp,  at
Lufthansa's Frankfurt head-
quarters.

Europe seeks better value
for health care money

LONDON, Oct 4. "Save our
hospital® posters plaster cen-
tral London. Union members
threaten to strike in Germany
over the loss of holidays to help
pay for health care. Italy’'s gov-
ermment slaps a new tax on
doctors, reports AP.

While President Clinton is

a radical overhaul to
make the US health care system
in some way more like those in
Europe, European countries are
tinkering with their systems to
adjust to changed economic
times.

There is a shared concern,

as Hillary Rodham Clinton put
it Thursday in Washington. that
"we are not getting our money's
worth.”

With increasing eiderly po-
pulations and budget pressures
brought on by recession, pres-
sures for greater efficiency and
cost control are unavoidabile.

It can come down to the old
guestion about how many peo-
ple it takes to change a light
bulb.

In one British hospital. it
takes six. And it takes them 20
minutes to do it, according to
an internal audit.

On a larger scale. the num-
ber of administators and clerks
in the National Health Service

shot up 18 per cent from 1986
to 1991 to a total of 121,500
Medical and dental staff in-

creased about the same
amount, and nursing staff rose
12 cent.

re is a huge amount of

room for Improvement.” Sir
David Cooksey. chairman of
Britain's audit commission. told
a National Health Service con-
ference on Wednesday .

"It needs a constructive ap-
proach between management
and staff to ... take money out
of the administrative system
and put it into patient care.”

italy Is trying the simple ex-
pedient of taking money out of
the pockets of its nearly 15,000
doctors, through a new tax on
each physician of B5.000 lire
(56 dollar) per year. and
putting it back into the healths
service.

In Germany, labour unions
are threatening strikes to
protest the proposal announced
by the government last week to
reduce the number of paid holi-
days from 10 to eight to help

covering nursing-care costs.

The French government has
increased charges to help cover
growing deficits in the health
service and to restrain demand.

Areud J Haarburg D‘ll‘EftDr nf the NGG Pn?nl:a Sector and
International Education Programmes Daparmnt Ministry
of Foreign Affairs, Government of the Netherlands, visited
Tamijuddin Textile Mills Ltd (TTML) yesterday. Md
Sahabuddin Ahmed, Director, TTML received him at the
factory site and showed him around.

Dollar, stocks edge

down in Tokyo

TOKYO, Oct 4: The US dollar
fell against the Japanese yen
Monday as the Tokyo market
remained calm despite the

closed at 106.00
. down 0.38 yen from Friday's
Tuiyu:lnlzlmtf.hemuitl
New York finish on Friday. It
opened at 106 33 yen and

issue Nikkei Stock Average

18.70 points or 0.09 per cent,
closing at 20264.43. Om Friday,
the Nikkei had climbed 177.42
points, or 0.88 per cent, closing
at 20.283.13.

The Tokyo Stock Price Index
of all issues listed on the first
section was down 0.06 points to
1.634.03. It had gained 7.84
points, or 0.48 per cent. to
1.634.09. on Friday.

Volume on the first section
was estimated at 180 million
shares. down from Friday's 360
million. Retreating lssues over-
whelmed gainers 591 to 372
with 214 lssues unchanged.

Prices were lower at the
opening because of the Russian
political crisis. but buying by
bargain hunters narrowed the
losses, traders saild.

At 3 pm (06800 GMT). the
price of the henchm-rh No 145
10-year Jlrl government
bonds was 1.31 yen. up 0.25
yen from Friday's close. Their
yield fell by 0.035 percentage
point to 3.735 per cent

Dollar mixed, gold
prices rise
in London

LONDON. Oct 4. The US
dollar was mixed in early
European trading Monday. Gold
prices rose, reports AP

in Tokyo, the dollar closed at
106.00 yen, down 0.38 yen from
Friday's close. Later in London,
the dollar was quoted at 105.76
yen.

Other dollar rates compared
with late Friday:

— 1.6363 German mark, up

from 1.6350

— 1.4275 Swiss franc. down

from 1.4285
e 06O French' franc/ up
from 5.7005

— 1.8455 Dutch gullder, u
from 1.8268

— 1.586.50 Italian lire, up
from 1.592.00

— 1.33656 Canadian dollar,
up from |.3358

In London, the British pound
was quoted at 1.5035 dollar, up
from 1.4955 dollar late Friday.

London's major bullion deal-
ers fixed a recommended gold
price of 355.50 dollar per
ounce at midmorning, up from
354.95 dollar bid per ounce late
Friday.

In Zurich, the bid price was
355.60 dollar, up from 354.60
dollar late Friday.

In Hong Kong, gold rose 1.54
dollar to close at a bid 355.49
dollar. .Financial markets in
Hong Kong were closed Friday
for a national holiday.

Silver traded in London at
4.11 dollar a troy ounce, up
from 4.05 dollar a troy ounce

Friday.

Third World in 90s — experiences of China, India and South Asia

{Part one of the second
* instalment)

Since the end of the Second
World War, the Third World was
ong of the arenas of the Cold
War. All attemptis by Third
World countries at asserting
their legitimate interests as dis-
tinct from and at times in con-
flict with the West were viewed
myopically as 'subversive' and
pro-Soviet. The US mistakenly
opposed all forms of commu-
nism and Third World national-
ism as being pro-Soviet and
hence greatly magnified the
strength of the Soviet Union.
The mest glaring example of
this myepic view was in the
case of Vietnam. where the
struggle of the Vietnamese peo-
ple against colonisation was in-
terpreted by the US as the ex-
pansion of Soviet influence: in
the: ensuing Vietnam War two
million Vietnamese lost their
lives and culminated in the
military defeat of the US.

Impact of Cold War

The Cold War thus had a
tremendously destabilising in-
fluence on the Third World. The
US carried out a policy of inter-
vention and interference in the
Third World all under the blan-
ket justification of opposing the
Soviet Union: the Soviet Union
also carried out similar interfer-
ence and subversion in the
Third World leading finally to
the Soviet debacle in

tan.

The existence of Cold War
also provided an opportunity for
Third World countries to play
off one superpower against the
other. This option was open,
however, to only a handful of

the more powerful Third World
states like China and India and
not to the weaker. nations.
There is an opinion that East
Aslan countries like South
Korea, Talwan and the ASEAN
countries were indirect benefi-
ciaries of the Cold War since the
US supported and en

the economic development of
this region as a counter-weight
to expansion of Soviet influence.

The Third World was thus
drawn by the Cold War into a
conflict not of its own m
and external interference by the
US and the USSR made the po-
litical issue of independence
and sovereignty of paramount
importance. What became sub-
ordinated to politics in the Cold
War context was the pressing
issue of economic and social re-
Juvenation of the Third World
countries after the long and
bitter darkness of Western
colonisation.

The end of the Cold War had
brought the core Issue of eco-
nomic growth to the of the
Third World agenda. t_[;pm is a
universal consensus that only
economic growth can guarantee
a decent future to the Third
World: and even more impor-
tant is the realisation that no
external agency, be it the World
Bank or the Asian Development
Bank., can bring about this
much needed economic growth,
On the contrary, the Third
World countries of East Asia
that are prospering have done
s0 precisely because they have
leaders who have chartered
their own specific and unique
path to economic expansion.

Three worlds

The concept of the Three

Worlds needs to be redefined in
the post-Cold War period. The
idea of the Three Worlds has
many interpretations. The one
favoured in the West was to see
itself as the First World
(Naturally!); the Soviet bloc as
the Second World and the rest
as the Third World; clearly this
classification has now become
Irrelevant.

The concept preferred by de-
veloping countries is based on
the criterion of political power
and which continues to be valid
even in the post-Cold War era;
the First World in this frame-
work consists only of the US as
it Is the only power (with the
demise of the Soviet Union)
which is a global superpower;
the Second World consists of
the modern industrialised coun-
tries and the Third World being
the developing countries. :

The gray area between the
Second and Third World en-
compasses those developing
countries like Korea, Taiwan,
Singapore etc. which are soon
going to graduate from the
Third to the Second World as
well as East European countries
which may go either way.

China

China has followed a path of
development which is uniquely
its own: after its political and
military victory in 1949, the
Communist Party of China went
through many twists and tums,
and after 1979 turned its full
attention ‘to economic con-
struction. As a first step in
stabilising the peasantry, agri-
culture was deregulated by al-
lowing for private farming, and
the prices of agricultural goods
were doubled; since the eighties

by Belal E. Baaquie

the focus had turned to the ci-
ties and to industrial develop-
ment.

According to China, its cur-
rent economic system is a so-
cialist market economy with a
mix of private and public sec-
tors; the government exercises
macroeconomic controls on the
economy through policlies and
by having the commanding
heights of the economy in the
public sector: the market is
used as a gauge of productivity
and for deciding on the alloca-
tion of resources: the private
sector has a well defined scope

and is the leading force in joint
ventures, direct foreign invest-

ments and in the export indus-
tries.

The ex-Soviet Union started
its reforms in the political realm
by diluting the power of the
Soviet Communist Party with-
out any coherent economic pro-
gramme, and which finally led
to a socially chaotic situation.
In contrast to the Soviet case
the Chinese Communist Party
has kept its monopoly on politi-
cal power while vigorously pro-
moting economic reforms. It is
an open question as to whether
this policy can continue indef-
initely and if so what sort of a

In toduy s instalment, Dr Belal E Baa-
quie writes about tke developing coun-
tries’ experiences in the nineties with
special focus on China and India. He
highlights some differences
experiences of these two Asian giants.

soclety will ultimately emerge in
China; but what is clear for now

is that China has found, at east
for the next decade, a path of
explosive growth and expan-
sion,

- The economic growth of
China is being fuelled by both
its internal and external mar-
kets. The cutting edge to
China's explosive growth has
come from its ability to attract
foreign capital to set up indus-
tries for export: while allowing
only a limited opening up of its
internal market to foreign capi-
tal, China instead has success-

in the

fully utilised foreign capital to
penetrate foreign markets, spe-
cially in the US and Europe.

China's external debt in
1992 was about 65 billion US
dgllar (its main creditor being
Japan). The largest direct in-
vestor in China is Hong Kong,
followed by Macau, the US,
Japan, Talwan and Singapore;
it is estimated that 74 billion
US dollar was invested by for-
eign capital in manufacturing
between 1983 and 1992, with a
staggering 31 billion US dollar
in 1992 alone.

For the last decade China's
GDP grew annually at over 10
per cent and culminating in

1992 with an overall growth of a

stunning 12.8 per cent, with
parts of South China
(G and Fujian) hitting

nearly 40 per cent. A World
Bank report predicts that China
will be the largest economy of
the world by 2010, and together
with Taiwan and Hong Kong will
surpass the US in the next
decade.

China's industrial produc-
tion (42 per cent of GDP) grew
in 1992 by 21 per cent and
agriculture (24 per cent of GDP)
grew by four per cent while in-
flation was seven per cent. The
proportion of industry to agri-
culture in the GDP shows that
China has graduated from an
agricultural to an industrial
economy. Trade continues to be
an engine of growth; in 1992
exports rose 19 per cent to 85
billlon US dollar while imports
grew by 26 per cent 1o 80.6 bil-
lion US dollar. In 1991, China
had a savings rate of nearly 40
per cent of GDP.

_The 1990 GDP for East Asia
was 940 billion Us dollar with
the official figure for China's
1990 GDP being 370 billion US
dollar; however, an IMF report
released in 1993 has taken into
account China's Internal pricing
system (e.g. virtually free hous-
ing, education and medical
treatment, subsidised energy
and transportation etc) and has
estimated China's real GDP for
1990 to the 1,700 billlon US
dollar making it the third
largest economy in the world
surpassing Germany's GDP,
and East Asia’'s GDP to
2.3 trilion US dollar, One
should note that the compara
tive pricing of different coun

tries is a well known subject
and the IMF's belated realisa-

tion of this is probably a politi-
cally motivated decision since it
could be used as a pretext to
block China's exports to the
Weslern markets.

There are three main rea-
sons behind China's stupen-
dous economic growth. Firstly
the existence of a powerful
political leadership as embodied
in the Communist Party of
China able to fully exercise its
sovereignty over Chinas' chosen
path of development. Secondly
Chinas' success in harnessing
the newly emergent overseas

Chinese capital in East Asia.
Thl:malnlnm-turmcmmua
group is by far overseas
Chinese capital accounting for
70-80 per cent of all direct for-
eign investments; this form of
investment is an instructive ex-
ample of South-South coopera-
tion. Overseas Chinese capital
gets the most lucrative eco-
nomic deals and are politically
the most non-threa to
China. And lastly the infusion
of Japanese and Western tech-
nology has upgraded the tech-
nical level of China's economy
and allowed for backward inte-

gration.

South Asia, India

After China, the second most important

region on the Third

World due to its enormous population of 1,100 million is South
Asla. The table below summarises some of the key economic

indicators of this region

Key Economie Indicators of South Asia 1991

GNP Imports Exports Total Trade External Debt Population
(In Billion US Dollar) (Million)

Banglade;h 22.5 1.7 1.3 3.0 10.8 116

295.0 19.5 14.0 33.5 70.0 850
Fﬂ.ll‘.‘lll.a.n 42.7 5.3 4.6 9.9 19.5 116
Shri Lanka 8.0 1.9 1.6 3.5 5.3 18

The most important Third World country after China is India;
the 1991 GNP of India of around 300 billion US dollar, when
calculated with adjustments for local pricing comes to
approximately 900 billion US dollar which is almost the GNP of
France. In 1992 India had a total trade of 42 billlon US dollar
(24 billion US dollar imports and 18 billion Us dollar exports)
and Pakistan's total trade increased to 16.7 billion US dollar (
9.6 billion Us dollar imports and 7.1 billion US dollar exports).

In 1992 India’s external debt increased to 72 billion US dollar
mdfordgnmhmn:matmdllﬁhuumusmw If
India's economy does not take-off, it is in the the danger of
falling in the debt trap "Latin American style."

(The author teaches physics at the National University of
Singapore. A brilliant student of Dhaka University. he obtained
degree from Calffornia Institute of Technology and his
mumwmm both in the US. The author has an
abiding interest in economics and politics — areas in he
will contribute occasionally to The Daifly Star. Views in this article

)

are his own, and expressed in his personal capacity.




