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Signals still Dismal from
\ Jute Sector

The Consultative Committee on Jute met in
Dhaka last week and reviewed export perfor-
mance of the fibre this year. As EI?CCttd. it was
found that exports were running below last year's
level. Remembering that jute exports had put up
a lacklustre show last year as well, we can only
conclude that the situation remains dismal.

It was widely reported early in the season that

huge quantities of jute were being sm ed out
to fndia. There has been a major shortfall in pro-
duction-in India. On the other , our mills and

traders were tardy in buying jute. Smuggling of
{utf across the border was a natural con ence.
t also bears mentioning that India had eased re-
strictions on import of jute to tackle the short-
age. Thus, some of the jute smuggled out could as
well be exported to that country through normal
trade channels. The government later withdrew
‘Export Price Check (EPC) on jute. At the Consultative
Committee meeting, there were talks of wi

the Export Registration Form (ERF) as
well. However, all such measures come too late in
the day, after huge stocks -of jute had been

sm out. There is an obvious lack of forward
planning. Altogether, it smaeks of faflures.
Meanwhile, the jute sector res uring pro-
gramme has been launched with a Id
in the city. Jointly o sed by the ment
and the World Bank. the dwelt

on the compounents of the Jute Sector dljust-
ment Credit (JSAC) signed earlier for the uplift of
the ailing industry. llere also, doubts eontinue to
linger as to how effective and comprehensive the
new mme is going to be.

Increasing the productivity of the jute industry
is the principal task ahead. Productivity in our
mills is less than half of the jute industries lo-
cated in the main competing countries. The ini-
tial thrust of the programme for restructuring the
industry appears to centre on closing down near-
ly half the public sector mills to reduce excess
capacity in the jute sector and lowering labour
costs through large-scale retrenchments. These
measures would apparently make the financial
performance of the jute industry look better. Yet,
cost-cutting measures alone would not tone up la-
bour productivity. It is more likely that the re-
forms would initially spell only a lowe of the
output, productivity remaining as as before.
Improving efficiency by privatizing most of the
public sector mills is another policy objective of
the reform pro me. rience of disinvest-
ment of public sector jute mills in the past does
not hold out any definite hope that by itself, pri-
vatization would help the industry more ef-
ficient, rather, available indications tend to sug-

est that the reverse could very well turn out to
the case in our situation.

To be sure, of workers in the retained

" public sector and the private mills is an essential

component of the mme. Hopefully, training
would help improve labour productivity. How-
ever, sequencing of the training component in

Bmne mea cial to raising labour

the pre K,
{ue ho possible time. Laun-
g mme should not wait
for retrenchment of workers, closure and priva-
tization ol public sector mills. to be completed.
Jute sector is and will rcmain vital to our
econoiny. Use of jute has to be diversified in the
face of the planned reduction of output in the ex-
isting mills. The reform programme must also
include a comprehensive agenda for diversifica-
tion of the use of jute.

Rwanda Bleeds

A tragedy of epical proportion minus
greatness is now taﬂ

African country
Burundi, Rwanda is bleeding and bleeding pro-
fusely. The massacre of 200,000 in just three
weeks' time — perhaps a record killing of such a
large number upf:iviuan people in so short a time
— is a true reflectior of the carnage that has swept
across the country. The spate of violence and
slanghter has the potential to a chain reaction
in both the countries. It is such an ap
that has led to the largest human us in the
shortest possible time. In fact, 2,50,000 refugees
have fled the country |
just 24 hours to neighbouring Tanzania.

Africa, many historians convincingly argue to-
day, is afflicted by the legacy its former colonists
have left with it as a burden f to its way of
m_ ' its affairs. The ofnaﬁun-,ted.

been imposed on g hically demarca

areas on that continent without understanding
the us culture. The largely owes
to this failure of understanding Alrica. Burundi
and Rwanda are no exceptions. Both countries
have a populalion composed of mainly two cthnic
groups: [utu and Titsi. In Burundi the Hutu-Tutsi
Fm rtions arc 85 per cent to 14
or Rwanda it is 90 per cenl (o 9 per cent. Signi-
ficantly: the Tutsi tribe has a greater represen-.
tation in the army although the government has
traditionally had a majority from the Hutu tribe.

The death of the
Burundi at

latest round I{(’}gan

explosive from

ing place in the central

airport may have sparked the
beforehand. The two ents in
fact met their end at the time of returning
from Tanzania where they talked peace with the
_Wﬁesﬁmt.mgpmmmemu
: u
When the majority Hutu went on'a rampage, the
Tutsi rebel forces started advancing towards capi-
tal Kigali. Today , surrounded by the rebel
forces and the government under siege, some
ministers in hiding, only waits for the worst to
hanen there. |
t is in this situation of total lawlessness and
the absence of government that the majority
Rwandese are flee their home and hearth.
International aid agencies are building a refugee
camp what they think is g to be the st in
the world. The International Committee of Red
. Cross (ICRC) has been able to feed the SO
far because of its prompt move and Tanzanian
government's readiness to co-operate. But an out-
size human edy. will follow if the refugees are
forced to stay for long. The cemeal at-
tempts ‘made so far by interna communities
for a n ated settlement of the dilgl;lt:m far
short of the requirement. Compared to the scale
t&f tragedy the international focus on it has been

isproportionately narrow. Unless the conflict in
m can be resolved:

—and even Burundi
roper international mediation, blood-

through _
inda will continue,

 letting in

grace and _

Rwanda. After its neighbqur

hension

divided on ethnic lines in -

per ccnt and

presidents of Rwanda and
rt
but the situation had been

ght to have been ambushed by rebel forces.

|
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most recent example of
how leaders can set the
tone of the political
inside the coundry
Seuth Africa.

democracy in South Alrica
then thousand other actions.
And take Mandela's own vic-
tory speech. The tone of
conciflation, the invitation to
r. the respect for
all political forces, and the re-
peated emphasis on all thet
people, and not just the
Blacks., not te speak of his
breadth of vision and the sense
of histery that his speech
marks. strengthens the (orces
of unity and harinony.

The reason | cite the
Mandela-de Klerk instance is
because there is hardly any
other example of two leaders,
two opponents, who have so
much to hate each other for. It
was de Klerk's party. and the
policy it formulated, that kept
Mandela incarcerated for long,
lonely, deeply frustrating, 27
years, during much of which
the world had all but forgotten
him. This experience could
have easily made him a bitter,
hateful and revenge seeking
man — and we could not have
faulted him for that. From de
Klerk's side, Mandela repre-
sented everything that his
white racist society built over

:

the decades. These two men.

normally destined to be bitter
enemies, and the most un-
likely partners for a shared
dream. are now taking Soulh

Africa towards a new journey of

freedom. justice and., hope-

Our Leaders are

benefit of thetr that
they need each !
Without de Klerk,

Mandela's dream of a free and
democratic South Africa would
have remained a dream
who knows, how long. And
de Klerk, Mandela is the best

for,
for

opportunity for South Africa to-

be a vibrant and dynamic part
of the 21st Century

Nobody else ean unite the
whole of Soulh Alfrica as

Mandela can. He is the only
one who has the stature. De
Klerk has had the maturity to
realise it, and enough patrio-
tism to act on that realisation.
He could have hung on te
power for sometime more. At
least his party and his own
class of people could have been
in power for some years more.
And yet he created the situa-
tion of his own, and that of his
party’'s eclipse from power. But
in return he gave his country a
new birth, a new stature and a
new identity in the comity of
nations. De Klerk chose for
himself a place in HISTORY
rather than a place in POWER.
And he is by far the wiser for
it. What better way could there
be for South Africa to enter the
218t Century then the way it is
doing now. And what better
role could Mandela and de*
Klerk have played. than the
one they are playing — in part-
nership, one In power, and

one in the opposition. That is
the key word —
PARTNERSHIP

It is exactly here. tragically,
that our tw‘kmiern Are so

SEEM TO UNDERSTAND
THAT THEY NEED EACH
OTHER. And yet their
fortunes show more tham any-
thing else that their fate is in-
tertwined. Neither of them

alone can face the enormous
development challenge that
our country faces. The South
Alrican example brings home
the point that history throws

in strange pariners, and a
cleaver leader is he or she.
who understands the message
of the moment, seizes the op-
portunity, forges the necessary
partnership with the person
that history throws up at that
moment, and together take
the nation forward.

For the good of the country,
far bitter adversaries than
Begum Zia and Sheikh Hasina
had made common cause. And
for a poor. overpopulated, re-
source scarce, low literacy, low
nutrition, low savings, low In-
vestment and low performance
country like ours, there is ab-
solutely no scope for our lead-
ership to waste .in partisan
quarrels.

| have oflen wondered as (o
the cause ol the bitterness he
tween our two leaders. They
have not harmed one another

Letting Us Down
_— ‘Shadow_Pﬁnw Minister’ Remains a Mirage

in a sense that
known to de. In fact.

their relatively short political

careers, they have actually
acted more as partners. than
as foes. Then why is this bit-
terness, this non-comImuUnCa-
tion? The cause. | think lies
with their respective past,

from which both are unable or

unwilling to de-link them-
selves. | feel partly it has to do

with a sense of superiority thait
Sheikh Hasina has. Deep down.

Sheikh Hasina feels that she is
a Tar greater politician than
Begum Zia. She comes from a
political family. her father was
the greéatest political leader

gave us leader-

ship in the Liberation War and

who is the Founder of the
State of Bangladesh. He was a
man who spent more thar a
decade in prison for the sale
of his people. Hasina saw some
politics as a student. She did
what many Bengali youth did in
those days, — take part in stu-
dent politics and participate in
student movements. Perhaps
she did more than others, be-
. cause her father was the leader
& many of those movements.
That is her political heritage.
Compared to that Ziaur
Rahman was a military man,
who is not known (o have

Effective External Audits Help Banks Do Better

ANGLADESH Bank as-

ked the scheduled ban-

ks recently to submit
monthly statements furnishing
detalls of loans of one crore
taka and above on their books.
The central bank has also for-
med a Large Loan Review Cell
to analyze these loan portlolios
to assess, in particular, if these

carry any undue risk. Available

reports suggest that the move
has evoked mixed feelings in
the banking sector. The state-
owned banks see no problem
in the new dispensation. Ra-
ther, it would help diffuse
their responsibility. Private
banks, on the other hand, are
not all that happy with the new
regulation. They mostly view
this as a restriction on their
[reedom to operate loan ac-
counts.

. The central bank's move
seems (o reflect its unease
over the quality of large loans
on the banks' books. The flow
of information on relatively
large loans on a regular basis
would enhance its capability
for off-site supervision. Such

| data could also improve ils

preventive supervision by en-
abling it Lo locate early, what it
considers problem loans, so
that corrective action could be
taken in time. The central
bank's on-site inspection will
be more effective as its func-
tionaries would be aware of the
incidence and status of the
problem loans in advance.

A central bank's supervision
of the scheduled banks is pri-
marily designed to promote a
safe, stable and efficient finan-
cial system. The main difficulty
for central bank supervisors
arises from com in
identifying problem areas in
advance and put remedial
measures in place in a way that
prudential considerations
would permit. Perceptions of
the central bank and the con-
cerned scheduled bank man-
agement may not necessarily
converge in such matters. The
bank management may view
the supervisors' prescriptions
as uncalled for interference.
On such an occasion, the find-
ings of an independent agency

like exiernal auditors, can

serve a good purpose. Though
analogous, central bank in-

spections are not audits. An
external audit repert, which
analyzes the financial situation
of the concerned institution,
contains information about
potential problem areas, would
provide not only early warning
to the supervisors but would
also help the bank manage-
ment avoid pitfalls.

- The ovngoing financial sec-
ogramme calls
for substantial ning of
the central bank's supervision

Sir, The undersigned has
noted the entitled: “Help
Create Mass Awareness about
Prevention of AIDS" in the
Daily Star and other articles on
“the subject of AIDS in the
press in recent dayst As a

_ Bangladeshi who has lived in

an African country for the past
twenty vyears, I am only too
aware of the total, mindless
havoc the Acquired Immunity
Deficiency Syndrome (AIDS)
has created in its socio eco-
nomic structure. To watch
one's close friends die one by
one, brings home to rrost the
dangers of complacency in
tackling this silent but terrify-
ing disease. '

Realising the urgency of

functions. So has the donor
conununity at this year's Paris
Club® meeting. However, the
assignment is also required to
be carried oul irf a manner Lthat
would ensure that a careful
balance is maintained between
sound and effective baking su-
pervision and avoiding undue
interference in the day-to-day
operations of the commercial
banks. Timely and effective ex-
ternal audit of banks helps the
supervisors maintain this deli-
cate balance. At the same time,
flow of adequate information
from external audit would
place the bank management in
a better position to evaluate
performance. take corrective
aotion in preblem areas and
locate scope for improve-
ments.

The financial sector reform

.programme does take cog-

nizance of the role of external
audit in promoting better
banking. Tucked into its ma-

trix of policy actiens, there is a
component. which requires
criteria for bank external au-
dits to be established and the
audit reports to be reviewed by
the central bank. Accordingly,
the central bank had set up a
commitiee during the early
stage of the referms for formu-
lating the criteria. Repre-
sentatives of professional bodi-
es were associated in the work
of the committee. Guidelines
for external audit of banks thus
came o be set about a couple
of years back and still remain
in force. )

The guidelines lay down the

- qualification of external .audi-

tors as well as the scope and
content of the audit. The audi-

financial situation of the insti-
tution accurately: The auditors
have also to ascertain if t
for bad and dou |
loans and  advances on the

bank's books, is adequate. In

addition, to provisioning for
nonperforming loans, the
guidelines require the external
auditors to pay special atten-
tion to certain other areas of

_operations of the concerned

bank and record their findings
in this regard.
The areas th:it wourld come

under special scrutiny by the
eau-rnal%dilum [I:H'I}UEIE risk

management, albuit indirectly.

anti-AlDS research and educa-
tion, the ed and his
wife, in early 1987, undertook
two fund raising events which

~raised appreximately US del-

lars ohe thousand under the
*Naima Rahman AIDS
Research” fund raising project.
Despite this small attempt,
and other major programmes
subsequently undertaken by
donor communities, people
have been dying in alarming
numbers in this African coun-
try. .

Du my current visit to

- Dhaka, | have been appalled to

note the complacency and ig-
norance among even educaied
members ol its society. in re-
spect of AIDS, and have felt a
great sense of “deja vu" and

impending disaster unless

something is done, and soon,
to educate the Bangladeshi

The guidelines require the
auditors to certify il the exist-
ing banking rules and norms
have been followed in sane-
tioning and disbursing loans.
Presumably, this would take
care of such aspects of risk
management as loan concen-
tration, poor risk selection and
excessive exposure otherwise.
The guidelines are more spe-
cific about risks arising out of
lorward transactions in foreign
exchange, contingent Habilities
such as guarantees, letters of
credit and the like. Off-bal-
ance-sheet risks also are to be
evaluated specifically. Like-
wise, the guidelines are more

. explicit about portfolio mana-

gement and want the auditors
to check if there is a mismatch
between the maturity periods
of deposits on the one hand
anl. loans and advances on the
other. 1f so. the implications of
such a mismatch for the
coneerned bank's liquidity also

are to be spelled out.
Understandably, the guide-
lines' orientation towards the

central bank's supervision
functions, is pronounced. The
auditors are asked to ascertain
if the concerned bank has fully
complied with all instructions
issued by the central bank
from time to time. Measures
taken to rectify lapses identi-
fied during central bank in-
spections need to be reported
upon. The auditors are re-
quired to scrutinize if central
bank's directives on loan
classification, provisioning and
interest suspension on non-
performing loans have strictly
been observed. And of course,
the external auditors would
advise the central bank imme-
diately if they come across in-
stances of serious irregularities
including violation of banking
laws, criminal offences arising
out of fraud and dishonest
dealings, erosion of capital,
nonpayment of liabilities and
so forth. o

At the same time, the bank
management would probably
benefit more than the central -
bank supervisors from certain
other provisions of the guide-,

. lines. The external auditors’ '

findings about the net worth of
the bank would tell the man-

agement of the institution's -
* trme financial situation. The

auditors are required to check
on the internal monitoring sys-
tem of the bank and also
asceriain if the instructions is-

gers ol this deadly disease.
Bangladesh is exporting

more and more of its labour
forces. separating husbands
from wives and sending them
off to countries without the
same rigid moral and religious
codes they face at home. The
more elite members of society
find themselves travelling
more and more often to exotic
places all over the world. Both
these sectors of society, with
human nature being what it is,
could easily be importing this
lethal virus in a manner no
customs scanner can detect at
points of entry.

By means of this letter, |
would strongly urge the au-
thorities to undertake early
and major preventien mea-
sures if it is to avoid the
tragedy that faces countries

sued by the bank's manage-
ment were duly being ob-
served. Information furnished
by the auditors on these counts
would help the management
detect flaws in the system and
take corrective action. The
bank would run better for that.

The guidelines have set the
parameters for bank external
audits. All the same, the pro-
cedure for reviewing the audit
reports needs to be stream-
lined. The utility of external
audits depends overwhelm-
ingly on how effectively .the
auditors fulfil their mandate
and how transparent the
pofts are. The guidel
specifically asks that the con-
formity of the audit with the
criteria set, must be checked
while reviewing the report.
The guidelines also require
that the audit

placed before :mm‘ﬁ

Directors of the concerned
bank forthwith for considera-
tion and appropriate action.
Exilernal audits would serve an

- even more useful purpose if

'the report is reviewed imme-
diately thereafter, in a tripar-
tite meeting of the supervi-
sors, auditors and the man-
agement of the concerned
bank. Such dialogues would
provide opportunity for meet-

ing of minds — couwld lead to a
blending of the perceptions of
supervisors and bank manage-
ment. These sittings would

also render the auditors more
responsive to the require-
ments of the financial sector.
Prudential regulation of banks
would perhaps then turn,
smooather and-more meaning-
ful. ;

As noted earlier, the crite-
ria for bank external audits
were developed in the early
stage of financial sector re-
forms. Meanwhile, the con-
tinuing process of deregulation
is adding new dimensions to
the supervision functions of
the central bank. , risk
management has assumed a
new urgency for the banks,
particularly in the context of
the progress towards currency

convertibility. Greater freedom -

in dealing the foreign currency
is in banks' exposures
and they would have to assume
éven higher risks as they move
to engage in financial deriva-
tives such as futures, options
and swaps. The auditing ap-
proach adopted by the central
bank guidelines needs to be
redefined, bringing risk man-
agement to a sharper focus.
Perhaps the time has come to
draw up a bank external audits
manual, using the resources of
the dhgoing technical assis-

tance pr for the [inancial
sector reforms programnw.

A Rahman
Maghbazar, Dhalka

Low-cost housing

Sir, The people living in
huts in our villages are mostly
poor farmers. Most of them
have to rgpare their huts every
year which is always a cost re-
curring matter to them. I
think our Government can
come forward to provide them
with a plan for making houses
at a low cost, but durable for a
considerable period.

The Building Research
Institute should undertake
such responsibility and make
at least one house in a thana
for demonstration. This will

help our poor o live
a better and also hygienic life.

!
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any government been more

gacy, that lies behind many of
Sheikh Hasina's couldn’i-care-
aititude towards her op-

ponent.
For example. during

come out, and the relationship
to become bitter. That was the
beginning of the 'Great Divide'.

But Hasina did not care. She
never expected that the peo-
ple of Bangladesh, the country
that her father founded. would
prefer a "Major's wife,” a
"General's wife”
portedly often
Begum Zia in those days), to
the daughter of the great

-

’

The trony of it all is, that
our people did. This was the
second shock that Sheikh
Hasina received from the peo-

|

stood even less how our people
could allow Bangabandhu's
killers to go unpunished.

L ; The challenge before
Sheikh Hasiha now is to de-

her life. This is
than done. But it
done her own sake. She
must i that

as Bangabandhu's daughter (as
Khaleda Zia started as Ziaur
Rahman's wife). But now she
She has a party to lead, and an
eclectorate to win over if she
ever wants to govern  this

country. ‘

She can tear a leaf out of
Benazir Bhutto's life. whose fa-

| ther was also 'killed’ bv the

military. But didn't Benazir
serve under Golam Ishaq Khan.
the very man most responsible
for the coup. and as such for
the death of her father.

© In my view the psychologi-
cal baggage that Sheikh Hasina
carries, gives her rather a my-
opic view of the role as the
Leader of the Opposition. She
appears to lay more emphasis
on the word ' n' than
on the word "Leader”. She ig-
nores the fact that in a parlia-
smerntary system she is also the
'‘Shadow Prime Minister." In
the latter role she is, for the
people, the alternate leader,
the one that the public is likely
to put in the driver's seat. if
| the present one proves to be
inadequate. So Sheikh Hasina
has two tasks in front of her.
One is to show how bad the
present 'driver’ — that is the
government — is, and how
good she and her party would
be as the PM and the govern-
ment, if given a chance.

But are they doing it? Even
the ruling y's staunch sup-
nprters talk of BNP's miserable

record of governance, better

still. of non-governance. The

I hope the coneerned au- |
thority will pay due impor-
tance to this matter.

Motius Samad Chowdhury
Phultola T E, Sylhet

Sir, BBC, London has been
broadcasting and telecasting
world News which is also re-
layed to Bangladesh and heard
and seen on our radio and
television. BBC prides itselfl on
its objective newscasting, but
recently it is noticed that is
news is, very subtly, against
the government and the party
in power - the BNP. The views.
comments and activities of the
opposition, specially of the
Awami League are given

and much longer
time over those of the gov-

{eatonats st

RULING PARTY. BUT ON
AWAMI LEAGUE. Thanks

totally, mpittelr — and |
daresay foolishly — diverted

Except for one new and well
chosen slogan Krishak
Bachao — Desh Bachao (Save
the farmer — save the country)
nothing new has been offered
by the AL to the as a
programme. After foot-drag-
ging for long AL switched over
from socialism to market ori-
ented economy. Now with

" talks that there is no alterna-

tive to hartals in a democratic

struggle. the AL is scaring ev-
ery entrepreneur who has set-

" up industry, and forcing a sec-

ond thought on those who
wants to set up new ones. The
AL is moving away from the
aspiration of the Bengali en-
trepreneurs and the industrial-
ists, on whom now rests the
burden of market oriented
growth. The AL must realise

that it is pushing this powerful
group away from its ranks.

size more and more on her

role as the '‘Shadow Prime
Minister' and give an alterna-

' tive vision of things to the

) . She will have to con-
mpmmthr public that she and
her partv are a better
“allernative” compared to what
exists now. As lor now, the AL
appears more apt in saying
‘No', than in giving alternative
suggestions to the people to
solve problems.

ernment's.

The news item datelined
26th and 27th April had been
accredited to Andrew Whifew-
head who appears to be a rov-
ing corespondent. We under-
stand that there is'a Dhaka
based Bangladeshi BBC corre-
spondent who is expected to
be much more informed about
both sides of the political situ-
ation. What part is he playing
in such one sided broadcasts
and telecasts. We hope the BBC
will be more circumspect, ob-
san in its

in fu-
ture, which should reflect the
political, social and cultural
realities of the predominantly
Muslim population of Bangia-
desh.

A Rashid

New Eskaton Rd. Dhaka



