US eases control
on hi-tech
exports to ROK

WASHINGTON, Mar 24: The
Clinton administration has re
laxed controls on exports of

advanced technology to South
Korea after that country set up

its own export-control system
to US satisfaction, reports
USIS. ' -
According to the March 21
Federal Register, South Korea,
as a "cooperating country” un-
der US export law, can now
import under on general li-
cence nearly all US-made
goods that are comtrolled by
the Coordinating Committee
for Multilateral Export
Controls (COCOM).

Korea can aiso re-export
most of those goods to other
countries in COCOM, which
comprises Australia, Japan and
the NATO countries except
Iceland and to other cooperat-
ing countries — Australia,
' Finland, Hong Kong, Ireland,
'Htw Zealand, Sweden and

' Switzerland.
Since COCOM is going out

| of business March 3! and the
' US "Congress is trying to
‘rewrite the . Export
! Administration Act before July,
the long-term significance of

the US action toward Korea .

now is unclear.
Call money: rates

range from
2 to 8 pc

Money rates in the call
money market during the
week ended Wednesday
ranged from 2.00 per cent to
-8.00 per cent, reports UNB.

" During the same period, in-
‘teresit rates offered by the
bank on Certificate of Deposits
varied from 7.75 per ceat to
'8.75 per cent.

The bank rate was redumd
to 5.50 per cent from 6.00 per
cent with™ effect from March 3,
said a press release of
Bangladesh Bank vesterday.

SIA wins a
string -of
accolades

- Ginﬁg&dre Airfihes “P‘B’I:‘ti
recently déclared the best in-
ternational airline in the world
over the past 20 years, contin-
ues to win top travel trade and
consumer awards for virtually
all aspects of its operations,
says a press release.

In February this year, Air
Transport World [ATW), a
international aviation
journal based in the United
‘States, presented SIA with its
20 Years of Excellence in
International Service award for

“the best and most suc-

airlinie in the world”.

Earlier, SIA was voted both
Best Airline for International
Business Travel (for the fifth
successive year) -and Best
Transpacific  Airline in US-
based Business Traveler Inter-
national magazine's 1993 rea-
der survey.

More recently, SIA has own
the Best Airline to Asia award

in the 1994 Travel Industry

“Globe Awards, organised by UK
tmwl trade n::wspaper Travel
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Share sale to the publw. A delayed but judicious decision

Very recently the govern-
ment has decided to sell the
"shares of state-owned oil and
gas companies amounting to
Taka 100 crores in the next
one year period to the publie,

This decision deserves at-
tention from all and thanks
from the concerned people
who feel strongly that share
markets give one of the best
options to raise capital for in-
dustrialisation. Our share

market for a long period was-

kept inactive, sometimes also
captive by a vested interest,
but the government practically

did nothing to remove obsta- -

cles from it. ﬂrautaaa}r to -

bring any reform in it e
Market economy, in a

sense, is based on share and
stock markets, but this notion
was forgotten in Bangladesh.
keeping capital market In-
ictive . for a- long period,
desh decided to indus-

t.hrnugh financ-

the government

Dﬂl. m strategy

mwd
satisfaction of small investors,

uumtmtmmedtnhe

sion. To activate and II!Ipll'ld’.
it is

capital market is not easy,
the outcome of the over-all

economic growth. Bangladesh

cries loud for transparency

and accountability in the eco-
Share
_ or money when
raised from the capital market,
can ensure these two elements
in a much better way than can

nomic transactions.

market,

‘ondy 10 the:

WASHINGTON, Mar 24: The
Clinton Administration is seek
ing a more tooperative com
prehensive and forward-look-
ing relationship with India.
Commerce Undersecretary
Jeffrey Garten said on Tuesday
according to a USIS release

US officials hope for “A
broad dialogue that doesn't
just dwell on the immediate
Issues. .. but recognizes the f[act
that in the world as it's devel-
nping we want India as a part-
ner.” he said. Washington will
“devote much more attention
to India than has been the case
in a very long time.” :

One sign of that is Deputy
Secretary of State Strobe
Talbott's upcoming trip to.
India, to be followed by
Commerce Secretary Ron
Brown's visik later In
stimmer. Such high-level visits,
Garten noted. have been
“conspicwously absent” in re-
cent years.

Garten spoke to a standing
room-only audience ol jourmnal-
ists, executives and officials
from both countries whao
assembled to hear a discus-

the

sion of the issues and opportu-
nities that will deflne US-
indian relations. He was joined
by Indian-born scholar Jagdish
Bhagwati. who Is a professor of
economics and political
science at Columbia University.

The event was hosted by
Siddhartha Shankar Ray,
India's ambassador the
United States.

All three speakers focused
on economic activity between
the two countries, which has
Nowered since India launched
its ambitious reform pro-
gramme in 1991. In the ensu-
ing two and a half years, the
United States has become
India’'s largest trading partner,
its largest investor and its
largest supplier of technology,
Ambassador Ray sald in his
opening comments. In 1993,
US exports to India rose 44
per cent and Indian exports to
the United States rose 20 per
cent, he pointed out.

Bhagwati noted that US in-
vestment in India rose by
1.000 million US dollars in
1993, lor a total of about 2,000
million - dollars. American
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'US assigns high priority
to trade with India

companies doing business in
India include giants such as
Coca-cola. IBM, General
Electric, "and the list goes on."

“On human rights. the fun-
damental fact to remember is
that India is. and has always
been, democratic,” he said.
Citing India's free press,
strong judiciary, “assertive”
electorate. and assorted non-
governmental organisations,

Bhagwati stresged that its han-

dling of such issues is essen-
tially open and transparent.

On the nuclear issue,
Bhagwati argued that India's
refusal to joint the Non-
Proliferation Treaty is based on
reasonable concerns for fair-
ness. “India objects to a treaty
that exempts the nuclear club
members f(rom obligations
while imposing them on non-
memnbers.” he said.

He argued that India "is
likely to explore regional op-
tions to prevent nuclear prolif-
eration,” and that any US role
in the process "will have to be
by invitation, not by undl;ﬂtr
matic meddling.”
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HONG KONG, Mar 24: Asian
stock markets closed generally

lower Thursday, with share

prices Lumbﬂng in Hong Kong
on profit-taking, reports AP.

The Hang Seng Index, the
Hong Kong market's key indi-
cators of blue chips, fell
144.78 poimts, or 1.5 per cent,
to 9.320.75. On Wednesday,
the index rose 453.36 points.

In  Pokyo, share prices
closed higher after four days of
losses.

The 225-issue Nikkei Stock
Average rose 75.80 points, or
0.38 pgr cent, closing at
20,037.90. On Wednesday, the

. average fell 291,43 points or
1.44 per cent.

The Tokyo Stock Price
Index of all issues listed on the
first section rose 0.49 points.

or 0.03 per cent, to 1,614.91.
Meanwhile, the US dollar

ended at 106.53 yen, up 0.40
yén from Wednesday's close

be achieved through any other
government control.

Markel economy is an
economy of competition, but
this is also a forgotten notion
here, otherwise how foolish
we have been to make our in-
dustrialisation dependent on
DFlI-financed capital and ODA-
‘based foreign aid? Various
measures at the moment are
being taken to make the econ-
omy competitive both inter-
nally and externally under var-
ious structural adjustment
programme, but ng measure
will serve Bangladesh econ-
omy any betier than putting
our sharé market in a right
order. What is a good share

market? The one which 4&

l:ampetitivc From
t!venf:ﬂs
mand for and supply of capital
happens to the satisfaction of
all. Very oftéen we hear the
scandals in the share markets
around the world. Scandals

in the share mar-

competii-

may ha
' kets, but the adverse effects of

scandals can be minimised
when actions are taken to
make the share markei com-
petitive. Also a well-regulated
share market does not offer
that ‘much of a room to the
scandalous people to perpetu-
ate their own interests on the
innocent investors.

Our neighbours, India and
Pakistan. are raising thousands
of crores of Taka thmugh
sharé¢ markets. These
couniries even :u:teuftﬂy
floated shares in the foreign
markets. To us, this is a dream
yet. But our policy-makers

. BSRS at all?

the meéting of de-

and above its overnight, New
York finish at 106.25 yen.

WELLINGTON: New Zealand
share prices closed lower with
investors opting out of stocks
in favour of rising short-term
debt market yields. The NZSE-
40 Capital Index fell 33.91
peints, or 1.6 per cent, to
2,174.81.

TAIPEI: Share prices closed
lower on profit-taking. The
market's Weighted Index fell

4.28 points to 5,326.99 after

Wednesday's 69- t gain. .
MANILA: hare prices

closed mixed in busy trading
after a flurry of selling late in
the session. The Manila com-
posite index of 31 selected is-
sues fell 1.69 points to
2.601.37 after Wednesday's
39-point rally.

SYDNEY: Australian share
prices closed lower, dragged

down by a slump in the domes-
tic bond market and subdued

By Abu Ahmed

Guest Columnist

must understand that share-
sale is not one of the ways of
collecting money for industri-
alisation, but the only way of
doing so for it. We take deci-
sions, but we do not imple-
ment them. How many of our
state entlerprises are privatised
till now, though we took deci-
sion to that end nearly three
years ago? We also deeided to

'sell the shares of the state-

owned DFI-BSRS two years
back. But did we sell shares of
Whom are we
fooling? Thg World Bank?
Perhaps, we are being fooled
in return. Foreigmr investors do
not trust us, the World Bank
does not trust us. Why?

- Simply till now we did not

prove to be rust-worthy.

. Our energy sector is in-
shambles. This sector loses 50
per cent of its production
through its own system. The
same in India
at less than 20 per cent. And
yet we find faults with World
Bank's : prescription. The
blame for failures should be
borne by us, not by any donor
agency. The donor agency can
counsel us or attach conditions
to aid, but we ourselves are to

accept counseling and imple-

. ment the programme. The de-

cision to off-load shares of the
public enterprises should have
come much ¢éarlier. A section
of bureaucrats does not want
the off-loading of shares, be-
cause the status quo serves
their purpose. They are in a
position to use state property
to benefit them personally.

These bureaucrats should be  This points to that, easily the °

&

and Pakistan is

- Some -

. going to do.
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stock markels overseas. The
All-Ordinaries Index fell 11.1
points to 2,169 8.

SEOUL: Share prices closed
mixed in active trading. The
Korea Composite Stock Price
Index fell 4.06 points
875.72.

SINGAPORE: Share prices
closed lower in choppy trading
because of profit-taking. The
30-share Straits Times
Industrials Index fell 1.63
point to 2,109.65.

- KUALA LUMPUR: Malaysian
'share prices closed broadly
lower as investors took profits
on the market's two-day re-
bound. The Composite Index
fell 16.43 peints, or 1.6 per

~cent, , to 983.52.

BANGEKOK: THai share
prices closed slightly higher
despite some profit-taking.
The Stock Exchange of
Thailand Index rose 0.37 point
to 1.286.81.

kept at bay. They have already
wasted much time no more
time should be allowed io he
idled away.

The members of the politi-
cal Govt are expected to carry
forward what the government
has already ' decided. Here the
failures are even more glaring
ministers themmselves
are confused and do not know
how to push - through the im-
plementation of govt decisions.

Two years ago. the govi put
some of the multinational
companies’ shares with the
Sadharan Bima the govern-
ment-owned General
rance Company in the country.
What was the logic bshind
such a decision? No logic
existed, simply that served

bureaucratic interest. But no -

one intervened though small
investors, many a time, wanted
to have them off-loaded to the
market for public subscription.
Investors responded on a
positive way in the past when
good shares were put up for
public subscriptien in the
market. How much money
investors can offer at one
time? it depends on who are
the persons who are reques-
ting for money. and what busi-
ness the proposed company is
Al the moment,
guess work suggests upto
Tdka 50 to 60 crores the
investors can easily supply. Is
this money enough for a good
industrial project? Of course
enough, most of the companies
in the public sector-control do
not have assets more than this.
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Sugar production

exceeds target

Sugar output in the country
has exceeded production tar-
get for 1993 94 crushing sea-
son and the country’s 16 sugar
mills have se far produced
2.03,000 tons against a target
of 2,02,100 tons, reports BSS.

According to a Sugar and
Food Industries Corporation
press release 12 sugar mills
are still in crushing operation
and another 15 thousand tons

of sugar is expected to be pro-
duced

This boost in domestic
sugar production has come at a
time when world market is
running critically short of
sugar output and supply driv-
ing up the sugar price in the
mternational market.

Bangladesh Sugar and Food
Industries Corporation (BSFIC)
has, however. arranged import
of some sugar in addition to its
own production to meet the
total domestic requirement of
three lakh tons per annum.

Last year, a total of
|.87,483 lons of sugar was
produced in the cbuntry and
51,726 tons of sugar was im-
ported. -

Sugar Is also being sold
smoothly at the rate of 20 to
22 thousand tons per month

which is the normal monthly

requirement In the country.

Food output may
rise in many

poor states: FAO

UNITED NATIONS, Mar 24:
Many countries with critically
low food security ecould in-
crease their food production,
according to the first compre-
hensive index on the subject
compiled by the Food and
Agriculture Organisation (FAO),
reports Xinhua.

A UN press release said yes-
terday the FAO revealed in its
recent report that 45 coun-
tries, 30 of them in suk-
Saharan Africa, had low levels
of food security betweer. 1991
and 1993.

The o i+ said over
half the developing countries it
studied could produce twice as
much food as they needed.

FAQO  Director-General
Jacques Diouf said the best way
to, tackle ¢hronic food .insecu-
rily was to increase agricul-
tural productivity, especially in
low -income countries.

India sets target
for coal
production

NEW DELHI. Mar 24: Coal
production for | -95 in the
country has been targeted al
253 million tennes and the
plan outlay fixed at 2569 crore

rupees as against 2297 crore

rupees last year, reports PTI.
The production during the
period April-December, 1993,
reached a level of 165.60 ..il-
lion tonnes registering a
growth of 4.7 per cent over
the corresponding period last
year an ufﬂciiﬂ document
Durtn the year 1992-93,
the production was 238.26
million tonnes, i.e. a growth of
3.92 per cenl over the last

government can -use share
for its privatisation
drive. If still enough fund is
not available from the P-ng-
ladeshi investors, the goveiii-
ment can easily place a portion
of shares with the foreigners

who recently showed keen
interest in the Bangladesh

share market. What beiter
option, the government has for
privatisation? No one. Bul

ironically the persons who are
entrusied with the process

understand only half the ma-
tter. These people
perts and know how to keep
govt-owned enterprises with
it, but least know how to put
them to the private sector.
From the government offices,

these people should be put on |

a off list, and the persons who
know how to handle the
malter should be allowed to be
in, The share issue to the
public will not only bring
better prices for govt assets
but also broaden the owner-
ship-base of assets in the
economy. This is good for in-
come distribution process and
also for helping up the con-
sumption. At the moment the
country is experiencing a sud-
den upsurge in the prices of
stocks. No criterion, it seems,
investors are following when
Investing in shares and stocks.
This is a dangerous trend
which may lead the share
market to such a high level
wherefrom a crash |s
inevitable. This trend can be

warded off partially by supply-
ing . the market with good

. shares. The governmerit can

do it easily.
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Reforms zllltl:t1aiillt:masl-];itt1tii

Many developing countries
in the world have made mixed

progress towards restructuring
irade reforms and exchange
rate policies. In some cases.
industrial policies in support
of earlier import substitution
strategies have maintained a
protectionist stance. despite
trade reforms. In other cases,
inefficient financial systems
continue to distort interest
rates. [n many countries, the
faflure of fiscal reforms is um
dermining the adjustment
achieved so far and preventing
further progress. Unsustain-
able fiscal deficits create
economic uncertainty. contri-
bute to. in many cases, high
inflation and subvert domestic
financial system.

If reforms are to succeed,
investment must respond.
Expectations of the business
community is crucial to induce

investment. The private sector

may choose to wait and see,
and let the government prove

its commitment to the new
policies. But this may be a vi-
clous cycle, because if it takes
too long to restore confidence
investment, the
gramme may fall for that rea-
son alone. Credibility can be
#mproved by first achieving
macroeconomic stability.
Often, the government has no

to prove that the reformers
really do mean business. ;
Macroeconomic stability
also makes reform of the fi-
nancial sector more likely to
succeed and Lhus supports the
development of capital market
that can foster private invest-
ment. The aim ol linaicial v

- form s to increase st uigs and

to see them uscd more cili-
ciently, effectively and eco-
nomically. In many cases, it in-
volves removing interest rate
ceiling to achieve positive real
interest rates, and abolishing
regulation that affect the size
and condition of bank credit.
Close link with world financial
markets require domestic in-
terest rates to be high enough
relative to intermational rates
for investors La keep their fi-
nancial assets in the country.
For this to work, macroeco-
nomic stability and strong
bank supervision are both
needed to be in place.

In many cases, adjustment
dalso aims to reverse the bias
against agriculture. Taxes in
imany poor countries discour-
age domestic food production
and encourage lood tinports.
Belter incentives and agricul-
tural modernisation can raise
the income of the rural poor,
increase food security and
generate foreign exchange.
Recently, attention has also
been focused on the short-run
effect of adjustment on the
poor. Fiscal consolidation often
involves cuts in government
programmes and a tempo
rise in ugemployment. Diife-

renit groupk are aflfected in .

different ways by fiscal cuts.
The needs of the persistently
poor and .the new poor who
have become so by losing jobs,
should not be seen on a same
angle, nor are those of urban
and rural households. Specially
in an agrobased economy
where the maximum of the
population lve below the,
poverty line, special pro-
grammes should include tem-
porary measures to protect the
groups who are most at risk.
This is a worthy goal in its own
right» but it may also help to
maintain political support fur
adjustment,

Governments have Lo re-
duce their role in the economy
and to focus their spending on
priority areas. This means
curbing spending on the civil
service, on subsidies, and on
slate owned enterprises. Even
some governmentis (for exam-
ple in Ghana) have cut spend-
ing by creating a roster of the
civil servants to ensure that

bona fide workers — and
no 'ghost’ or ‘phantom’ work-
ers are on the payroll. An al-
ternative is to release workers
with a lumpsum benefit. This
may increase the short run
cost of reducing the size of the
government and may encour-
age lLhe better workers to
leave, but in some countries it
has provided an impetus for
the development of private en-
trepreneurship. A sudden re-
moval of subsidies may not be
possible, but targeting them (o
the truly needy further re-
duces costs as many subsidies
benefit urban dwellers who are
relatively well-off. Labour mar-
kets glay an important role in
determining the outcome of
adjustment. Downward flexi-
bility of real wages will cushion
the effect on output and im-
plementation of policies that
are intended to reduce do-
mestic absorption,

Rapid population growth
also may offset the improved

By Muhammad Abdul Mazid

economic performance thro-
ugh adjustments. Kenya,

Senegal and Somalia, despite a

lﬂrtyurun'mmh

negative growth in per capita
GNP. Excessive population
growth acclerates the prob-
lems of lood security., educa-

mistake in many senses.
Decentralization essentially
means shifting the locus of
decision making without mak-
ing parallel changes in the ba-
sic characteristics of the sys-
tem, starting with ownership
on the one hand and with in-
centives on the other. Even if
at first sight the idea of decen-
tralization in an overcentral-

ized economy sounds rational,
often it is misused and the’
outcome cannot overcome the
investment. It.is a trap be-

cause, all other things being
equal, shifting the locus of de-
cision making to macroeco-

nomic agents without changing
the basic characteristics of the
system brings ptnhlrma than
solutions.

Should reform be m'm:lmi

a ‘'shock therapy? Gradualism
may sometimes be justified
when reforms face particularly
large economic uncertainties.
And, by their nature, some re-
forms take longer to happen
than others. But seme gradual
reforms (for example, in
Japan, Korea and. Thailand)
may have succeeded because
they took place in relatively
strong and stable economies.
In general, the analytical case
lor speed is strong. Often
speed appears 1o be Lhe best
way because swifl actions bring
benefits of reform more
quickly. Speed may also make
sense if the polifical opportu-

nity for reform is unlikely to

last. Gradualism may not be
feasible for economies in acute
crisis or for ts with
limited credibility. If the .policy
shift is audden* potentially
productive may be

employees .
dismissed from their jobs and

in such a distorted climate a

gradual policy change may re-
duce the overall costs of ad-

justment by spreading out the.

adjustment overtime. Some-
times gradualism allows for
political fine tuning. Policy-
makers have time to learn
about the probable gainers and
losers and te forestall
opposition. Policymakers can
diffuse potential opponents by
giving them something they
want from reforin. On the

otherhand, in sone conlexts.
rapid action can improve .the
political sustainability of re-
form if it prevents a joint as-
sault by special interest groups

against changes that are in the -

general interest, However, the
choice of gradual versus rapid
reform is also a choice be-
tween two sets of risks: rapid
reform is likely to lead to
greater dislocation in the
shortrun, whereas slow reform

often creates inconsistencies °

that thwart further progress.
Expectations of a rapid
(how rapid?) and positive
(how positive?) supply to the
set of drastic reform measures
introduced should have a limit.
There are the first signals of
output losses, of slight decline
in industrial output, but one
has to wait for better data be-
cause the official statistical
data do not measure suffi-
ciently the growth of private
business that is underway.

- There is glso more or less a

political and social problem in
respect of response to reform
process, It is a question of
how to minimize the ability of
some individuals to reap the
enormous rents that become
avallable in the existing dis-
torted system when the cen-
tr-F coutrols are lifted. Often it
becomes difficult to explain to
the politicians, who generally
are used to detailed plans —
full of data and time schedules
—, that the political decision-
makers have to believe that the
reforrn managers know how Lo
play chess and know various
opening moves and stralegies
even without looking at the
chessboard.

The timing of reforms in
volves political considerations.
New governments are in a
strong position to initiate re-
forms, they are less obligated
to defend the status quo, and
their opponents may not yet be
well organised. Economic cri-
sis also improves the condi-
tions for reform by strengthen-
ing coalitions that favour re-
form and by helping to subor-
dinate special interesis. Output
and investment would enlarge
the tax base, raise tax rev-
enues, and reduce the budget
deficit. Sometimes, even in the
face of economic collapse, re-
form is blocked by the gov-
ernmeni's key supporters. The
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and in the Philippines in the
1980s), trade liberalisation
failed in economies with dis-
torted factor markets, macro-
economic instability, lnl:llnlp-
propriate exchange rate poli-
cies (in Argentina, Brazil and
Sri Lanka in 19608, in Peru,
Philippines. Portugal, Turkey
and Uruguay in the 1970s),
domestic deregulation or pri-
valisation has created monopo-
listic business environment in
the absence of trade reforms
that check domestic market
power (in Poland and Togo in
the 1980s). In all these cases,
broader programines
interrelated issues would have
been pore likely to succeed.

A reform gramme ns

| sequence.
be compared with chess play-

ing. One must know how to

play chess, how to move vari-
ous pieces on the chessboard
and musi also know the basic
strategies. It may also be com-
pared with cnnducﬁn; an
orchestra wheré and
tion is a must. In im-

tation of a denationali-
sation . agenda the growth of
private sector as a suitable sub-
stitute is a must, which is
more or less de t on
improved law and order situa-
tion. Denationalisation pro-
gramme, thus, indirectly re-
quires a healthy law and order

situation, political ete,
Again, waiting for an ambi-

tiops, intellectually perfect, all
details elaborated reform pro-

. ject is postponing the reform

process to enternity. In that si-
tuation, there will never be .a
reform. What is even worse,
when the reform process has
already started, is to wail for
the blueprint. it may lead very
quickly tp a chaotic disintegra-
tion of the ., as it is ev-
ident in the former Soviet
Union. Waiting, one way of
falling into a reform trap, has
always remained a formidable
task, requiring political
cou and economic vision."
Combining the many different
elements is, in itself, enor-
mously difficult. to
the circumstances, the appro-
priate combination of factors
may vary from country to coun-
try. And even when reform is
well designed, governments
have to be sure to encounter
unforeseen setbacks, some of
them entirely beyond their
control. Development is in-
deed a challenge but, as his-
tory tells us, one that can be
met.

(Series concluded)

—

Indonesia to offer
incentives to oil

sector investors

JAKARTA, Mar 24: Indon-
esia will offer incentives to
encourage oil sector in-
vestment in a bid to maintain
output levels at around 1.5
million barrels per day over
the next five years, the state
oil company Pertamina said
today. reports AFP,

To ensure success in Lhe oil
and gas sector in the sixth
five-year development plan,
which starts in April.
"Pertamina is determined to
retain oll outpart of 1.5 million

barrels per day,” it said in a
sl atement
To meet these oulput

levels, incentives aimed at at
tracting more foreign and
domestic investmment in the oil
sector would be offered 1t
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