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WB director appreciat'es'

-r

| G-7 ministers' meet in Germany to
examine Russian economic situation

Daewoo registers
dramatic growth
in profits

SEOUL, Feb 26: South

Foreign investment
climate to show

improvement : Li
BEIJING, Feb 26: China's

foreign investment climate will
show a marked improvement
this year as the country secks
to expand its energy. transport
and communications sectors,
premier Li Peng said Friday.
reports AFP.

At the same (ime, an un-
precedented series of laws and

ons protecting the le.

rights of foreign investors

are to be introduced, Li told

John Mike. t(he visiting

President of US bankers
Morgan Stanley.

Li stressed that China wel-
comed foreign investment in
infrastructure projects, espe-
clally in the fields of energy.
transport and communications
where expansion is seen as
crucial to supporting contin-
ued economic development.

China will pool more funds
for construction projects
through the securities mar-
kets, as well as continuing to
make use of capital from in-
ternational financial institu-
tions, Li was quoted as saying
by the Xinhua news agency.

Morgan Stanley is one of
the world's biggest firms
managing global securities and

investment.

Westinghouse

World Bank Country
Director for Asia. Mrs. Ann O
Hamilton yesterday appreci
ated the economic reforms
carried out by the government,
reports BSS.

Hamilton who arrived here
Friday on a ten-day visi{ to
Bangladesh for pre-aid group
consultation with the govern-
ment leaders and donor repre-
sentlatives was talking to
Finance Ministef M. Saifur
Rahman at his Secretariat of-
fice

She said that all the donors
and multi-lateral agencies had
praised the economic reforms,
being carried out by the pre-
sent government.

The World Bank director
emphasised that Bangladesh
should go ahead with the re-
forms and that there is no

scope for looking back as all

other developing countries are
doing the same job.

She particularly mentioned
Vietnam and Cambodia which
have been surging ahead with
reforms and are expected to
compete with countries like

Bangladesh for resource mobil-
tsation from donors.

Hamilton communicated
the concern of the World Bank
about the slow progress of pro-

ject implementation in some
sectors, particularly under the

energy and water resources
ministries

She said that since genera-
tion of electricity and gas were
vital for Industrialisation, the
private sector could not row
unless the projects in energy
sector are Implemented spee
dily.

Similarly. employment and
productivity cannot grow un
less major projects in the irri-
gation and water sector are
implemented, she noted.

Christopher R. Willoughby,
chief of World Bank mission in
Bangladesh, who accompanied
Hamilton, referred to the slow
utilisation of the current an-
nual development programme
in the first seven months say-
ing that only 20 per cent of
the development fund had
been utilised.

The Finance Minister as-

economic reforms

sured the World Bank mission
that the government was
making serious efforts for in
creasing aid utidisation.

Saifur Rahman assured the

World Bank Country Director
that the present financial re-
forms would continue because
there was no alternative left to
the couniry except going for
privatisation and liberalisation.

The Finance Minister said
that even though there are
criticismsa in the short run,
these reforms will bring per-
manent benefit in the economy
in the long run

The present macro-eco
nomic stability. which has
been brought through the eco-
nemic reforms of the govern-
ment, has been praised by all
donors, the Finance Minister
pointed out.

Shahidul Alam, Additional
Secretary of the Economic
Relations Division of the Mi-
ristry of Finance and Shekhor
Shaha, an economist aof the
World Bank were present
during the meeting.

Korea's Daewoo business group
posted a dramatic growth in
both turnover and profits last
year on the strength of a sales
boom and strong exports, the
group announced Friday, re-
ports AFP.

The third largest South
Korean conglomerate said in
its annual report that its 21
subsidiaries registered total
sales of 27 trillon won (33.3
bilkion dollars) up 35.5 per
cent from the previous year.

After-tax next Iincome
soared 56 per cent to 465 bil-
lion won (574 milllen dollars),

Its financial status also Im-
proved, with the group’s debt-
asset ratio lowered from 329
per cent in 1992 to 261 per
cernt last year.

“Daewoo's traditional mo-

“ney-losers. especially its ship-

yard, did well last year,” Paik
Kyung -Hwan of Baring Secu-
rities Co. told AFP.

“This trend is expected to
continue this year.” he said,

Daewoo officials attributed
the good company results to a
boom in both exports and do-
mestic sales of ships, auto-
mobiles, electronic goods and
machinery.

OPEC states

KRONBERG. Germany, Feb
26: Finance Minister and cen-
tral bank governors of the
seven leading industrial na-

tions meet here Saturday at

Germany's initiative, primarily
to examine Russia's economic

situation. reports AFP.
But trade differences be-
tween Japan

sequences
figure, if only on the sidelines.

US Treasury Secretary
Lioyd Bentsen and Japanese
Finance Minister Hirohisa Fujii
were scheduled to hold a
breakfast hour meeting In
Kronberg near Frankfurt.

But German

economic situation and
progress of Presid®nt

Yeltsin's free market reforms,

Germany is the western
country which has the biggest

direct financial stake in post-
communist Russia. Its Deut-

and the United
States and their monetary con-
are also expected to

Finance
Minister Theo Waigel appeared
determined to stick to his in-
tention of discussing Russia's
the
Boris

sche bank also heads the

committee of Russia’'s foreign
creditor banks.

The Group of Seven [G-7)
countries - Britain, Canada,
France, Germany. italy, Japan,
and the United States - want
to be sure reforms will con-
tinue despite Yeitsin's domes-
tic political setbacks. before
agreeing to further aid,

Western promises of gener-
ous aid have mostly hung fire
pending confirmation that
Yeltsin can deliver,

The meeting is to receive a
report from International
Monetary Flnd Managing
Director Michel Chamdessus
on progress of the reforms.
which the west fears are
threatened by the rise of con-
servative or nationalist forces
in Russia.

Waigel said Tuesday the G-7
ministers wanted a clear
statemment of intent to bring
Russia's hyper-inflatien under
control.

e

the United States, while
Washington complains its ex-
ports are kept out of Japan.
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UK trying to end Malaysian
trade boycott

LONDON. Feb 26: Britain Alastair Goodlad told parlia-
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to buy
‘Norden Systems

BALTIMORE, Feb 26:

drawing on F ISR
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LONDON, Feb 26: OPEC
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press accusations of corruption,

Westinghouse Eleectric Corp
announced Friday it will buy
Norden Systems Inc., the de-
fence electronics unit of
United Technologies Corp in
Connecticut. reports AF.
Pittsburgh-based

Westinghouse did not disclose
the purchase price or any
other terms of the agreement.

The transaction is expected:
to be completed in the second
quarter. When, it is final,
_Norden Systems will become
part of Westinghouse's Elec-
tronic Systems business unit in
Baltimore.

Norden Systems builds
radar systems for aircraft and

. air traffic control sys-

tems and underseas surveil-
lance and intelligence man-’
agement systems. .

"While radar sysiems have
not been a core business for
UTC, Norden will now join its

complementary capabilities to
one of Westinghouse's main-

stays, electronic systems.” said
Robert F. Daniel, United
Technologies chairman and
~ chief executive.

Norden Systems, which is
based in Norwalk, Conn, em:-
ploys about 1,600 people. Its
1993 sales totaled about 220
million dollars,

Westinghouse Electronic

Systems tmplnys about 14,000
people.

S'pore takes part
in infrastructure

projects in Asia

SINGAFPORE, Feb 26: The
Singapore government has
taken a one third stake in a
761 million US dollar fund
which will ihvest in infrastruc-
ture projects in Asia, news re-
ports said Friday, reports AFP.

The investment in the Asian
infrastructure fund is made
through government of
Singapore Investment Corp
(GIC). the governments in-
vestment arm, and Temasek
Holdings, its investment hold-
- ings company.

GIC injected 200 million
dollars into the fund while
Temasek Holdings put in 50
million dollars,

The other major investor in
the fund is insurance giant
American International Group,
which has committed 100 mil-
lHon dollars through American
reinsurance company, its
wholly-owned subsidiary:

An AIG official said Friday
that up to 50 per cent and not
less than 35 per cent of the
fund would be invested in in-
frastructure projects in China.

Dev projects
progressing
in Rajbari

RAJBARI, Feb 26: Work on a
number of projects to develop
the infrastructures of Rajbari
Municipality is progressing fast,
reports UNB.

The projects include con-
struction of markets, roads ren-
ovation of hats and bazars, wa-
ter supply. draipage and tree

* planting.

Of the total amount of Tk
one crore, Arinual Developmgnt
Programme (ADP) will provide
Tk 68 lakh and the will be
met by the municipality’s own

With the implementation of
the projects civic amenities of

the dwellers will be improved to
a greatl extent.

will announce next week that
Malaysia will no longer qualify
for overseas aid schemes like
the controversial Pergau Dam
Hydro-Electric Project. the
Guardian newspaper reported
today. reports Reuter.

The newspaper said it had.
obtained a copy of an 18-page
British Foreign Office memo-
randum submitted to members
of parlament Investigating the
Pergau affair.

According to the memoran-
dum, Foreign Secretary Douglas
Hurd will announce next
Wednesday that * Malaysia will
no longer qualify for overseas
aid schemes like the 234 mil-
lion pounds (346 million US
dollars] Pergau Dam,” the
Guardian said.

" The Foreign Secretary will
also disclose the findings of a
review of the 100 million
pounds ( 150 million dollar) a
year Aid for Trade Programme
(ATP) and rules for future deals
will be substantially tightened
to prevent a repeat of the link
between s and aid which
sparked the Pergau contro-
versy.”

The newspaper said the de-
cision was taken before Friday's
announcement by Malaysia that
it was banning British firms
from government contracts po-
tentially worth billions of
pounds {dollars).

Malaysia, enraged by British

returned to its “buy British
last” policy of a decade ago,
locking British vompanies out of
one of the fastest expanding
markets in Asia..

The row centres on allega-
tions that the giant British aid
deal to build the Pergau Dam
was tied to the purchase by
Malaysia of British arms.

Britain is trying to end the
Malaysian trade boycott and of-
ficials stressed there was no
guestion of, retaliation.

Foreign Office Minister

ment on Friday Britain wanted
to defuse the crisis and allow
trade to flourish.

Former British Prime Mi-
nister Margaret Thatcher was
reported today to be prepared
to intercede  to try to end the
trade ban,

The Financial Times quoted
an unnamed close triend of
Thatcher as saying "she is kee-
ping a close watch on the
situation and would contact”
Malaysian Prime Minister
Mahathir Mohamad if asked.

Donors promise $2.5b
to Pakistan

PARIS, Feb 26: Internatio-
nal donors on Friday promised

' Pakistan aid of up to 2.5 billion

US dollars next year, but
urged it to spend more on
social programmes and less on
defence. reports Reuter.

The aid donors' meeting at
the World Bank's Paris office
promised aid of at.least 2.3 bil-
lion dollars in the 1994-1995

period, rising to some 2.5 bil-
lion dollars.

This was roughly in line

with the 2.4 billion dollars in
aid requested by the Pakistan
government.

However,

the donors

pressed Pakistan to try to curb
its budget deficit, notably by
cutting defence spending.

“The consortium (of aid
donors) said it had urged the
Pakistan government :to fur-
ther reduce its budget deficit,
in particular through the con-
tainment of non-productive
expenditures, while protecting
budget allocations for core de-
velopment needs such as the
social sector,” a World Bank
statement said.

Pakistan was promised aid
of up to 2.3 billion dollars in
1992.

countries faced with falling oil
revenue and budget deficits
are drawing extensively on
their assets abroad with with-
drawals by Saudi Arabla and
Libya, the most pronounced,
the Bank for International
Settlements (BIS) said, reports
Reuter.

The BIS report issued on
Thursday said withdrawals of
identified deposits in the third
quarter of 1993 was fairly
widespread among OPEC
countries, but moust pre-
nounced for Saudi Arabia with
withdrawals of 3.8 billion dol-
lars and Libya with 2.8 billion
dollars.

"Faced with falling oil rev-
enues, a tructuring of their
domestic systems and,
in most cases, limited access
to foreign capital, these coun-
iries continued to draw exten-
sively on thelr own assels
abroad to fund raising budget
deficits.” the Basle-based BIS
said,

BIS reporting banks busi-
ness with OPEC countries
showed assets and liabilities
fell by 7.7 billion dollars in the
third quarter of 1993, after a
fall of 5.4 billion dollars in the
second gquarter,

The BIS is a profit-making
clearing agency for central
bank sharebolder members in
foreign exchange and Eurociir-

{ rency markets.
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LGRD and Cnoparatwﬂ Minister Bnmuter Ahdui Slhm 'l‘llukdif’tm n.ht) M
inaugural speech at a national seminar on “Tax policy induced constraints in small and
cottage industries development” organised by the National Association of Small and Cottage
Industries of Bangladesh (NASCIB) in the city yesterday. Sitting from left: NASCIB President
| Habibur Rahman Sheikh, Regional Coordinator of ZDH Technet Asia, G Waesch and German

Charge d'Affaires Roland Graffe.

— Star photo

Call money rate | Move to sink rifts among
world's 4 top traders

ranges from
2.50 to 6.25 pc

Money rates im the call
money market during the
week ended on February 23
ranged from 2.50 to 6.25 per
cent, reports UNB.

‘Economic reform : A sound pohtlcal choice

“Our fault, dear Brutus, is
not in our stars — but in our-
selves.” Facing career defeat,
80 remarked Julius Caesar to
his adopted son, as Shakes-
peare informs us. The ruling
party in Bangladesh, in search
of faults leading to mayoral
election defeats, seems to have
overlooked some of its own
governance f{allures in the
major cities, and have instead
put a big chunk of the blame
on economic reforms, the
most consistent policy this
country has experienced.

Introduced in the early
eighties, the reform of the
economy has more or less

‘continued for the past ten

years, the goal being a freeing
of. the market. This entails free
enterprise, healthy competi-
tion, and price signals au-
tonomous of political needs

- and reflective of supply and:

demand conditions. In a situa-
tion where most economic
policies in our country have
represented short term pri-
orities of the regime in power,
the policy of economic liberal-
ization has been an exception,
with a view to long term gains
for the country. Even if there

-is a change in the next elec-

tions - for instance, if Awami
League comes to power — it is
still highly improbable that
economic reform  will be
curbed. Speculations now
about curtailing the process
represents nothing but narrow
political interests, at the ex-

pense of a prospective take-off

of the economy.

Rulers in Bangladesh, for
most. of our times, have
treated the entire economy
as their private property,
where their political will
reigns sovereign in determin-
ing the production, distribu-
tion and consumption of goods
and services. Nationalization of
industries after liberation was

| a hurting scheme. By vesting

ownership of 92 per cent of
fixed industrial assets onto
the state, and by putting an ex-
tremely low ceiling on private
investment, it stifled genuine
incentives {or growth. The
economy has been gradually
liberalized since then,
mostly thanks to donor pres-

sures, rather than authentic

political choice.

In fact, our past two mili-
tary rulers have continually
thwarted the process by inter-
fering with the economy. for
their political needs. Whereas
donors have taken to sponsor
our industrial development by
funding the DFls, such as
Shilpa Bank or Shilpa Rin
Sangstha, the rulers and their
political lieutenants have
sought to channel resources to
a select few, who have subse-
quently appeared and pros-
pered as legendary debt de-
faulters. Between 1976 and
1986, DFI loans financed 77
per cent of private manufac-
turing investment, but collec-
tion rates have been only 7 and
14 per cent for BSB and
BSRS, respectively — the
prime reason being political
intervention. In all sectors of
the economy. resources have
been misappropriated as such,
on the basis of political ties,
rather than economic merit.
The only accountability of the
system came from Ald
Consortium meetings, instead
of debates in the national par-
liament. Puffy hue and cry
about sovereignty and national-
ism has been but a sham.

The structure of our
economic system became
such that those who produce
and those who take productive
risks found most of the
rewards garnered by those
who have good political links.
With such a perversion of
resource distribution, efforts
towards development are
bound to be in vain. Structural

but*

By J ala] Alamglr

reform measures seek tp
eventually establish an eco-
nomy where resources are
distributed "to each according
to his/her effort,” replacing
the system of allocating
resources through political
means. Democracy goes hand
in. hand with freedom of the
econoly, since some modi-
cum of domestic accountability
is in place.

Although we are still de-
pendent on donors for spon-
soring our development, the
achievements of reforimn poli-
cies have been more than
modest, especially in the past
three years. The Finance Mi-
nister has repeatedly stressed
financial discipline — yet to be
ideal, though — especially with
reg’ard to debt defaulters.
Though initially reproached,

the VAT system has remar--

kably increased government
revenue income, and so the
budget deficit has gone down
from 8 per cent of the GDP
four years ago to a little over 5
per cent now. While ald has
directly sponsored’ over ninety
per cent of our Annual
Development Programme, the
government is now able to
provide about thirty per cent
out of its own resources.
Inflation has ebbed beyond
speculation, and despite perti-
nent negative eﬂ"f:r:ts our

macroeconomy is stabilized, -

and GDP is projected to grow
this year by the highest margin
since the present regime came
into power. Is this overall
move towards increased eco-
nomic independence and via-
bility not a "sound political
choice for a government
committed to development?
How can one overlook these
achievements, and think about
cutting reform measures on
the pretext of electoral defeats
in a couple of cities? Blaming

the stars might have been .

more credible.

The , entire developing
world is undertaking reforms
with a view to freeinr the
market. Not only in Bangla-
desh, but also ¢ 108t every
country implementing refor-
ms, narrow political priorities
have been rudely interjecting
in the process. In addition to
donors, who have their own
stakes for a global free market.
we can find only two types of
proponents within the
developing world with a '~ng-
term vision of steadiast eco-
nomic progress. The first type
has been caretaker or neutral
governments, free from party
pressures. Moeen Qureshi of
Pakistan, who headed an
interim governpment between
Nawaz Sharif and Benazir
Bhutto, was onée example.
Justice Shahabuddin Ahmed of
Bangladesh was another.- The
second type Includes native
finance ministers, from
Domingo Cavallo of Argentina
to Manmohan Singh of neigh-
boring India, who have worked
their own commendable ways,
braving staunch opposition. It
will be a blow to the develop-
ment process in Bangladesh if
we: find reform measures of
the Finance Minister here
being "guillotined,” and aban-
doned of political support.

What we need instead is po--

litical nurture for the measures
through * proper advertising
and education about the
longer-term benefits of reform.
The pace of liberalization in
Pakistan or Sri Lanka, for ex-
ample, has been accompanied
by adequate publicity. Domes-
tic campalgns have contributed
towards lending political legi-
timacy for market economy.
Global advertisement cam-
paigns have led to a dramatic
increase in foreign investment.
One evidence is the buoyancy
of the Karachi and Colombo
stockmarkets, boosted by high
capitalization, thanks to in-

vestors from abroad.

Certainly there are costs as-
soclated with structural chan-
ges. Political cronies who have
flourished by dint of subsidies
to sick
replaced by abler counterparts.
Labour efficiency will require a
trimming of overstaffed enter-
prises, again treading politi-
cally sensitive ground. But on
the other hand, reforms have
been implemented in Bang-
ladesh for over a decade now.
It has not been a drastic

process as in Russia, where,

quick reforms have created an
economic havoe. From that
standpoint, we are in a much
advantageous pesition, though
we lag considerably behind Sri
Lanka or Pakistan.’

What might partially over-
come the political costs of re-
form, both for the party in
power and the party in opposi-
tion, is a mutual public aware-
ness campaign. While it is true
that the factious political cli-
mate of Bangladesh resists co-
operation between political
parties, such understanding is
possible. In fact, our political
progress to the present par-
liamentary democracy would
not have been possible without
the initial cooperation between

BNP and AL. A same spirit of

cooperation for the sake of
economic progress is not too
much to ask, especially in light
of the fact that given our donor
dependence, reform measures
are lkely to be sustained in
spite of changes In govern-
ment. Considering this conti-
nuity of reform measures, a
practical policy for develop-
ment will be to support eco-
nomic liberalization, under
joint political sponsorship of
the two major parties in
Bangladesh. Our present
achievement with reforms is
evidence enough to be opti-
mistic about the success of this
sound political choice

industries will be 1

i by loreign investors

GENEVA., Feb 26: The
United States, the European
Union, Japan and Canada have

signalled they are on the point
of lodging long-awaited tariff
lists that form a key part of a
new General Agreement on
Tariffs and Trade (GATT) world
trade trealy to be signed in
April, reports Reuter.

But it was not immediately
clear whether the move would
resolve all differences between
the world’'s four top traders on
tariffs to be included in the ac-
cord — especially those between
the US and Japan.

Diplomats from the four,
known as the "Quad”, said they
expected the documents, cover-
ing thousands of items, to be
released by the days' end. 10
days after an original deadline.

-"We will have copies with the
GATT later today (Friday), said
Andrew Stoler, US Acting am-
bassador to the world trade
watchdog.

A Japanese official said
Tokyo's offer would also be pre-

sented today. EU and Capadian

Trade diplomats said their of-
fers were delivered to GATT ear-
lier in the week and would be
active when the American and

Japanese documents arrived.
The treaty signing is due 10
April 15 in Marrakesh, Morocco.

Over the seven weeks until
Marrakesh, the 118 countries in
the round will check each
others' schedules to verify
whether all they thought they
had agreed to hal been in-
cluded.

Of all participants, only
arounrd 20 have handed in
schedules as the others wait for
the Quad offers. some saying
any substantial change in last
Decembers’ offers from the big
four might cause them to revise
their proposals, threreby risking
an unravelling of the entire tar-
\ff package.

GATT officials and many
diplomats say it has been
agreed that mid-December of-
fers were final.

However, the US has insisted
its rested on better of-
fers from Japan, mainly cover-
ing wood, some electronics,
white spirits and leather
footwear. US officials today said
they felt their final schedules
reflected this position. by in-
cluding some changes flowing
from Tokyos refusal to improve
its December offers.

Prices of share increase;_

Greenback down in Tokyo

TOKYO. Feb 25 : Tokyo
stocks rose back in the after-
noon Friday to end higher,
while the US dollar slipped
against the yen on a high US
official's remarks dismissing
talk of an agreemtn:w o1l ex-
C rates, reports .

hm’l‘lg 225-issue Nikkei Stock
Average gained 37.80 points, or

0.19 per cent. to end the week
at 19,803.38. The average,
which on Thursday had gained
423.65 points, or 1.84 per cent,
ending at 19,765.48 shed
82.01 points, or 0.42 per cent,
in the morming session.

The Tokyo Stock Price Index
of all issues listed on the first
secltion was up 2.25 points. or
0. 14 per cent, to 1,600 87. The
TOPIX rose 29.77 points. or
1.89 per cent, to 1,607 62 the
day before,

After declining in the morn-
ing, share prices rose back in

the afltermoon on active buying
traders

said.

Earlier in the day. prices
tumbled on discouragement
about an overnight fall in the
Dow Jones industrial average
in New York as well as the yen's
renewed strength against the
dollar, they said.

In currency dealings,
dollar finished at 104.95 yen,
down 0.45 yen from Thursday's
Tokyo close and slightly above
its overnight New York finish at

104.85 yen. It opened at 104.91
yen and ranged between 104.75

yen and 10513 yen.

Dealers attributed the dol-
lar's slip to selling on remarks
by US Treasury Secretary Lioyd
Bentsen Thursday dismissing
Japanese press reports (hat
the United States wants an ex
change rate ol 110 yen to the
dollar.

Bentsen was speaking prior
1o a weekend meeting of finance
ministers of the Group of Seven
indusirialized nations In
Frankfurt, Germany

the



