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Bilateral trade

between India,
I.anka discussed

China to send
officials to Tibet
to help boost econ

India under intense pressure

slow economic reform

COLOMBO. Feb 28. Sri BELJING. Feb28: China will
Lanka and India have discussed send 1,000 ol its most out-
NEW DELHI. Feb 28: As for- o this development.’ said the cabinet alter the December  ports of consumer goods and a ::“: s i Q”',“:,’::::Efﬁ : :‘m :cﬁcm“d.lﬁmﬂ
eign investors clamour for economisis. who ncluded  poll losses and launched a re- full float of the rupee are also a U;ﬂlm”” in joint ventures Tibet 1o help to boost the
faster liberalisation. India's former chiel adviser to the voll against Prime Minister P V parl of the agenda expected to i“_;,'_ diiring a third round of ny. the Xinhua news
embattled Congress (I) Party governmenl [Deepak Nayyar Nairastimha Rao. has criticised be pushed to the back-burner trade lalks Detween the twe :cmm‘vl u.-h:l e
governnmient is facing intense and former finance secretary S  liberalisation for lacking a Prakash Karat of the power- 11;unl.r1e5 diplomats said Fri- = - |
domestic pressure to slow P Shukla. ‘human face lul Communist Party of India- da rrpﬂl"ta ,&EF The cadres selected for
economic reform or lose The vulnerable sections of Clamouring for more tartfl ~ Marxist said his party had con- t}i!."h{; two-day third ‘session service in - the rugged Hi-
power. reports AFP our population have been ad- cuts and wider access to the cluded reforms were going of the [ndia-Sri Lan};a” sih malavan region. troubled in re-
Still to recover from the versely affected by the set of huge market. including its lu against the Congress. commission m‘] trade. finance cent years by anti-Chinese
December loss of two prized policies pursued since 1991 crative insurance segctor and The rich are getting richer and Investment ‘concluded demonstirations. will (an out

bastions in southern siate
polls. the party is facing dismal
election prospects in the west
and t(he east which some
economists blame on popular
disenchantment with reform.
The rest where the
Congress is lipped by polisters
lo lose power includes the
stales of Maharashtra and Gu-
jarat. the main beneficiaries of

industrial investment resulting

from the 3 1/2-year-old re-
forms.
“Thirteen leading econo-

mists warned in a statement
heré that the country was
headed for political uncer-
tainty as poll debacles pile up
for Congress. whose unity is
threatened by a simmering re-
bellion.

"Economic f{actors have
countributed in large measure

 heavy weight

This disillusionment is finding
expressing in the election re-
sults,” they said.

"The compulsion of evenis
may also persuade those in
authority to rethink economic
reforms,” the economists said.

Double-digit inflation — cur-
rently measured at 11.52 per
cent — fuelled by volatile for
eign portfolio funds, selective
subsidy cuts, a removal of price
cantrols, angd unemployment
resulting from inadequate eco-
nomic growth are seen to have
made the poor worse off.

India is at risk of
"globalising prices without
globalling incomes.” when 300
million of {ts 900 million peo-
ple live below the poverty line,
the eeonomists warned.

Arjun Singh. the Congress
who quite the

other services, are Investors
from Australia to America who
came visiting this year.

The Japanese demanded
urgent labour reforms includ-
ing a flexihle hire-and-fire
policy to enter the market.
which the Koreans likened to a
fumbo jet waiting for take-off.

But faced with a steady
erosion of its mass base, the
government would almost cer-.
tainly put the breaks on reform
if not shift to reverse,
economists and politicians say.

General elections are due in
mid-1996. pending reforms
include privatisation of public
sector utilities, i{hsurance,
roads and ports, entry for for-
eign media and further liberal-
isation of the lelecommunica-
tions sector.

The lifting of a banon fm-/

and the poor poorer.” Karat
said. "Cheap food, low infla
tion, employment generation
— these are the things that
matter for the poor — Coca
Cola and Medonald's don't.

"The government has to re-
think or it will head for a big-
ger defeat,” Karat said.

Corporations have won big
tax breaks. The middle-class of
200 million are on buying
binge in a market worth an-
nual 110 billipn dollars in con-
sumer spending.

Daimler-Benz, Peugeol and
Daewoo are assembling cars
and Sony and Sanyo are mak-
ing television sets, Kelloggs
breakfast cereals is here along

th Scoth whisky and Ameri-

«<an chewing gum and potato

chips.

50 pc Vietnamese
living below
poverty: WB

HANOI, Feb 28: More than
‘half of all Viethamese are liv-
ing below international stan-
dards for poverty. according to
a World Bank report released
yesterday to outline its plans to
daid the country's economic de-
velopment, reports AFP.

A recently completed sur-
vey of living standards carried
out with World Bank help by
the state planning committee
found that 51 per cent of Viet-
namese were living in poverty.

The World Bank report
praised Vietnam's reforms that
have hmughl it' economic
growth of nine per cent, but
noted it remained one of the
poorest countries in the world
with a per capita annual in-
comé of just 170 dollars.

Four areas of concern wer:
identified by the bank ipclud-
ing access to rural credit. high
marketing costs due to poor
infrastructure, poor function-
ing of the land market and

uate technology to raise
agricuitural output.

Figures showing 51 per,
‘cent of Vietnamese were living
.in poverty were recently
' quoted by local newspapers
which later ran reports saying
that, according to the Central
" Bureau of Statistics, only 19.9
per cent of people were con-
~sidered impoverished but no

explanations was given for the
discrépancy.

Deficit may |
- - overshoot
.. budget in India

NEW DELHI, Feb 28: India's
* fiscal deficit in the financial
year to March 31 is expected
- to overshoot the budget esti-
vmate by about 100 billion ru-
» pees (3.3 billion dollars), a pri-
+ vate think-tank said in a report
. yesterday, reports AFP.

" . The government had pro-
Jected a deficit of 549 billion
" rupees (18.3 billion dollars) in
the 1994-85 budget but its fi-
. nance$ séem to have gum
, considerably out of control.”

hﬂlanﬂnmmmynid

The Ambassador of China to Bangladesh Zhang Xujiang called on Food Minister Abdul

Mdnn in Bhuivan at the latter's office on Mnmia_',r

— PID photo

'Leather garment exports sharply
decline in Pakistan

KARACHI, Feb 28: Pakis-
tan's leather garment expdrts
have sharply declined due to
shortage of finished leather.
throwing 60,000 people out of

jobs, exporters said, reports
AFP -

Exports of value-added
leather itéms declined from
256 million dollars during the
second half of 1993 to 205

.million dollars in the same pe-
_riod in 1994, said an official of

Pakistan Leather Garments
Manufacturers and Exporters
Forum,

SM Farrukh said shortage of

finished leather in Pakistan
had raised prices and made
domestic industry less com-
petitive on the world market.
" Tanners export' leather to
competing cquntries, making
it difficult for the manufactur--
ers here to quote competitive
prices. he said.

Farrukh demanded that the
government impose a 15 per
cent export duty on all types of

finished leather to ensure -

ava.ilabillt}r nl‘ the raw material

for domestic users- at reason-
ablé prices.

He said more than BQ
cent of Pakistan's 378 leather
garment units were forced to
close because of the shortage
ol finished leather, there are,
in addition, 416 footwear

Japan's jobless
rate rises -

TOKYO, Feb 28: Japan's sea-
sonally — adjusted unemploy-
ment rate stood at 2.9 per
cent in January 0.1 percentage
point from the previous
month, the Management and
Coordination Agency . said
Tuesday, reports AFP. ~

It was the first rise in the
jobless rate in six munth&

"Although the economy ba-
sically on a recovery trend, the
employment - situation is not
picking up." and agency official
saidl.

manufacturers, 247 medium
and small size gléves produc-

ing units and 218 sports goods -

Howeveér, the Pakistan
Tanners Association (PTA)
claimed that about one million

-squgre feet of finished leather

was available on the domestic

‘market.
PTA Chairman Gulzar Firoz { government on March 1 if.

said the prices of finished
leather had risen not only in
Pakistan but-all over the world

' du: to increased cost incurred

in improving quality.

- Leather products lncluding |

garmenta footwear, gloves and

sports goods, made up about

70 per cent of Pakistan's total
leather exports worth 710
million dollars in the 1993-
1994 fiscal year, down from
719 million dollars in the
1992-1993 period.

Leather and leather goods
industry account for four per
cent 'of the Gross Domestic
Product of 51.76 billion dollars
and is Pakistan's third majur
export earner.

" ment's schedule for

here yesterday after focusing
on a broad range of bilateral
trade issues, the Indian High
Commission here said.

The sub-commission con-
ference focused on trade.
commerce, finance, banking,
industry and investment, it
said in a statement.

Economic and commercial
relations since the last com-
mission meeting in 1994 were
reviewed in depth. the state-
ment said.

The talks were aimed at
bposting bilateral trade while
narrowing the huge imbalance,
officlals  sald. India's exports
to Sri Lanka jumped to 404
million dollars last year com-
pared to 343 million dollars in
1993.

Exports from Sri Lanka
stood at a modest 20 million
dolars in 1993 and the figure
went up marginally to 21 mil-
lion dollars last year.

Among the issues discussed

al the meeting were increasing

shipping services and freight
facilities between ports in the
two neighbouring countries
and Indian investment in joint
ventures in Sl Lanka.

. The two sides also dis-
cussed enhanced cooperation
in the railway, plantation and
dairy sectors, the statement
said.

Russian coalminers
delay strike

for two weeks

MOSCOW. Fely 28: Russian
coalminers have delayed a
sirike threat ultimatum for two
weeks until March 15 amid
hepes of an end to a pay dis-
pute. the National Coal Indus-
trv Workers Union announced
here vesterday. says AFP.

Uinion President Vitali
Budko was quoted by the news
agency lnlerfax as saying the
governmenl had made some
concrelte shilts”  towards
meetinng the the miners com-
plaints that payment of their
wages was scveral months in
Arrears.

"There are concrete shifts,
which make it possible to-hope
that the miners' demands will
be met in. full," Budko said.
adding that the problem eof the
government's debts to the in-
dustry could be settle before
March 15.

Hall a million coalminers
staged a warning 24-hour
strike through Russia on
February 8. and threatened te
call for a new strike and a
campaign to bring dewn the

their demands were not met.
Interfax quoted the miners'

union as saying that the miners

would remain in a state of

‘strike readiness,” even though -

the ultimatum deadline for ac-
tion including picketing of

government buildings here had .
been shifted to March 15.

Delegates said they were
dissatisfied with the govern-
paying
back the 840-billion-rouble
(191-millioni-dollar) slice of its
debt to the coalmining indus-
try due from last year.

The government's total ar-
rears Lo the industry are esti-
mated at 1.5 trillion roubles
(341 million dullarsi

f$ 116b Canadian budget
1995-96 unveiled

U‘-. Ambassadm to thl Umbed Nations Hldeleme Mbn;h
(2nd-L) is greeted by Kuwaiti State Minister foar Cabinet

Affairs and Planning Abul Asis al-Dhakail

Pehrurv 26

upon her arrival at Kuwait city's airport from Oman.

— AFP photo

e

across Tibet's 44 coumntries to

help (0 develop the economy
and social progress. Xinhua
said in a overnighi report.

Officials will be selected
from dmong 14 provinces and
municipalities and 29 state
mimnistries, will be 45 years old
and will be rotated every [live
years, Xinhua said.

Tibet is not a popular post-
ing among ethnic Chinese offi-
cials, who are paid special
bonuses to serve there and
given guarantees of a limiled
term of service.

Tibet is among the most
backward parts of China and

its economy has lagged behind
the rapid growth in much of

the rest of the country.

OTTAWA. Feb 28: Canada
unveiled yesterday a |995-96
budget of 163.5 billion dollars
(116 billion US), up from
162.9 billion dollars (115.6
billion US) last year and in-
cluding massive  cuts to
Canada's bureaucracy. in:
creased corporation and gaso-
line taxes, and a major privati-
sation programme, reports
AFP.

Finance Minister Paul
Martin said his governmenit
was already ahead of such
schedule in cutting the coun-
try s massive defitit and
promised to speed up the pro-
Ccess.

In a speech 1o the House of
Conunons. Martin forecast that
the fiscal 1996-97 budget
would be cul 1o 158.6 hillion
dollars 112.6 hillion US) lol-

lowing the introduction of
sweeping plans to:

— Cut nearly every govern-
ment department’'s payroll (by
up to 50 per cent Iin some
cases):

— Divest the government's
interest in several crown cor-
porations including airports,

sea ports. the energy sector
and Canadian National
Railways: '

-— Phase out business and
farm subsidies:

—  And eliminate
transportation subsidies.

Although there will be no
new personal income taxes,
Martin announced a 12.5 per
cent Increase in corporate

most

taxes paid by Canada's largest.
companies, and a 1.5 cents

(one US cent] per litre in-
credase in gasoline tax.

'Rogsy prediction for

BEIJING, Feb 28: China's
governmenl statisticians Tues-
day gave a rosy prediction for
this, yedr's economy. with
growth of 10 per cent and de-
clining inflation, reports AP.

Shao Zongming. deputy di-
rector-general of the State Sta-
tistical Bureau, cautioned that
the predictions were not gov-
ernment-set targets but rather
the bureau's own estimates,
which usually tend toward op-
timism.

The government's official
economic targets will be re-
leased next week in Premier Li
Peng's annual government
work report, delivered at the
opening session of the yearly
legislative session.

Shao sajd this year's gross

domestic product this year -

would grow 10 per cent, cool-

ing marginally from last year's '

11.8 per cent. and the money
supply, or M2, would expand
by 24 per cent. M2 is defined
as the sum of all cash in circu-
lation and bank deposits.

Shao. speaking at a news
coriference on 1994 economic
slatistics, did not glw: an esti-

Chinese economy

maled inflation rate for 1995,
Most of the major economic
indicators for 1994 had previ-
ously been released. but Shao
also gave some ather figures
that reflect China's economic
health.

inflation has become one of
the major economic headaches
facing the Chinese leadership.
Last year. consumer prices
rose 24.1 per cent and retail
prices were up 21.7 per cent,
far exceeding the government-
set target of 10 per cent infla-
tion for the year.

The price increases have
meant the living standards of
low-income families are de-
clining, said Shae. He said
about 5 percent of the urban
‘population, or about 12.5 mil-
lion urban residents, live below
the poverty line. He said the
poverty line differed from re-
gion to region, but the national

' average was about 160 yuan

(19 dollars) per person month,

Other perennial economic -

problems remain. Stockpiles of
unsalable goods last year grew
by 24
yuan (20,9 billion dollars).
*l--.

Commercial banks form an integral part of our ﬁ~ee

in a free markct lhe prim: _

ohjective of a eommercial bank
is to maximise profit- by
providing banking services to
' its cusiomers. Because of their
* positive involvement in trade.
' Industry and a host of services,
" banks today form an important
¢ part of our economy. A banker
 can play the role of catalyst for
social change. When private
commercial banks '(PCB)
started functioning in our fi-
nancial market in the early
* eighties. they actively engaged
‘themselves in deposit mobili-
- sation and were aggressively
invelved in the competition for
attracting a limited number of
selected borrowers. With their
limited branch net work,
mostly concentrated in urban
areas, Lhey earned the confi-
dence of the clients by provid-
. Ing excellent services. But they
could not compete the NCBs in
lending for priority sectors
ltke Agriculture and Industry.
They increased their market
_share in eredit mostly on trade
_ﬁnd cammerce. However, they

have played a mgmucant role

. in handling exports. Although

it was expected that the PCBs
would make

_ proper analysis of potential

risk and remain vigilant to en-
sure safety of their. assels, ex-
cessive profit motive did not
allow them to manage credits
professionally. Since interest
on lending constitute the
highest proportion of income,
credit quality remains the
prime indicator of their com-
mercial succese. Buf more than
‘80 pc of the time and available

resources are utilised in the

process-of approval and dis-

 bursement of eredit. As such

.credit administration is weak
in terms of monitoring and re-
view. Most of them
unaware ‘of what amount of
credits they can manage effec-

tively with the available man- °

pawer resources and there is
no specific guidelines' for

~monitoring loans according to

risk classification. Till Decem-
ber. 1988 they earned substan-
tial profit by charging interest

lending with

are -

on advances irréspective of
quality. The profit position has
suddenly dropped te the low-
est with the application of the

- new system of classification.

Since commercial banks
deal in depositors money,
lending should be done keep-
ing in view of safety, liquidity
and profitability. A bank should
expand its’ credit portfolio
carefully Lo the extent that it
can manage effectively and ef-
ficiently to ensure repayment.
The Intensity of loan monitor-
‘ing should be proportional to
the perceived risk involved
and the risk of lending must
be assessed at the time of ap-

proval in some tangible and -

quantifiable manner. Poor
credit management has con-
tributed to high proportion of
nonperforming loans to our fi-
nancial intermediaries. The
purpose of any credit should
be productive and income
generating. In a changing envi-
ronment bankérs should

Chowdhury Khaled Saifullah

change their attitude towards
lending. They need to use
modern technigues in credit
appraisal and serve the new
generation entrepreneurs who
lack both experience and fi-
nancial resources. In a
competitive environment they

need- to improve their servi-

ces, profitability, product inno-
vation and marketing skills.

They also need to introduce
better risk management. To
successfully make lending in
innovative areas bankers are tg
assume the role of co-entre-
preneur. The banker must
have interest in the borrowers
effective and efficient mana-

gement of affairs, visualise the

borrowers planning and imple-
mentation of the business
targets for safeguarding cre-
dits.

Normally commercial banks
extensively use collateral and
personal guarantee to reduce
the probability and cost of de-

fault. But unfurtunatehr our le-
gal system often favour the
borrower by making it difficult
for the Jender to foreclose on
collateral which has adversely
affected the ability of our
commercial banks to collect
loans. So the ultimate security
of the bank is the commercial
success of the borrower when
our inadequate legal system
diminish the value of real es-
tate as collateral security. For
this reason the approach of
lending has shifted from a se-
curity oriented approach to a
business viability one. With the
past experience of huge loan
losses through collateral
banking practices. now we
should give more emphasis on
business viability. management
competence and management
integrity of the proposed
debtor rather than the value of
real estate offered as collateral.
Al the same time adoption of a
scientific system of supervision
and follow up is necessary for

systematic evalyation of the
borrowers to ensure repay-
ment. With a view to streng-
then the supervision and fo-
llow up system, banks should
appoint their official (s) as di-
rector (s) of the board of the
assisted business units where
the bank's financial involve-
ment exceeds a certain lmit.
With the aid ol computer

. based MIS conimercial banks

can develop modern reporting
system to periodically review
the total exposure of different
groups and individual borrow-
ers. To avoid risk concentra-
tions, the total group exposure
should not be allowed to ex-
ceed a particular limit. In this
regard Bank Companies Act
1991 may be amended with
necessary provision. Any credit
exceeding particular hmit may
be sanctioned through a con-

"sortium of three or four banks

inc¢luding Bangladesh Bank
Each bank will separately ap-
praise the proposal. The CIB

for

He also apnounced an end
to so-called family trusts which
allow Canada's richest families
to defer and cut their
tax by transferring the money
to poorer members of the fam-
ily or by deferring the income
until the earmer has retired.

Martin said the govern-
ment's 1993-94 f[iscal year
deficit of 42 billlon dollars
(37.8 billlon US at 1995 ex-
change rates) would be cut to
37.9 billien dollars (26.9 bil-
lion US) at the end of the cur-
rent fiscal year on March 31,
te 32.7 billion dollars (23.2
billion US) in 1995-96 and
24.3 billion dollars (17.25 bil-
ion US) in 1996-97.

Nearly every government
department is affected by
stalling and programme cuts
twver the next three years.

Martin, presenting his sec-
ond budget since his Liberal
Party ousted the former pro- |
gressive conservative govern-
ment in October 1993, said
the time was ripe for the gov-
ernment to act stringently.

“This is a window of ex-
traordinary opportunity.” he
told the Commons. :

“Thanks to the hard work of
millions upen millions of
Canadians, our eco is now
stronger than it has been for
years.

“Last year, economic growth
in Canada was the highest of
any G-7 country. We are pro-
jected to lead again this year."
But. he admitted," there are
two clouds that loom over our
country's horizon.”

The first was the uncer-
tainty of the future of Quebec,
the predominantly French-
speaking province currently
hedded by a government seek-
ing independence from
Canada_

“That challenge.” declared
Martin, who represents a
Quebec cnnautuency in the
House of Commons,” will be
met. Quebeckers do not want
Canada. their country, torn
apart.”

The second cloud, he said

per cent. lo 175.8 billion -

was the government's debt lnd
deficit.

s

market economy

data bank can play a more sig-
nilicant role by supplying the
list of the defaulting borrowers
to all the financial institutions
on quarterly basis. There
should be a restriction on the
sanction of fresh loan to the
defaulters in their own name
or in the name of cencerns
where they are interested or
the managements of the banks
may have the liberty to provide
loan to a defaulter in their own
risk and responsibility under
intimation to Bangladesh Bank.

An efficient financial system
can operate within a suitable
legal and regulatory frame-
work. The existing mechanism
to pursue bad deblors and dis-
pose of physical assets taken
over in foreclosure proceed-
ings proved ineffective at re
covery and liquidation. For
speedy disposal of collateral
the provisions of Artha Rin
Adalat may be amended that
once a bank has obtained
judgement there. it will no
longer have o apply separately

Mational Bank Lid
viston, Head Office )

for execution of the decree. To

.make our legal system more

effective, govt need Lo provide
far acceptable collateral secu-
rity by efficient transferability
of property rights. An effective

ptcy act may be intro-
duced to deal with a large
number of borrowers. Contract
performance can be improved
by making breach of contract
more costly.

Normal recovery process
involving the work of sending
notices, selling securities etc,
are found ineffective (o recover
banks money. Therefore inde-
pendent recovery agencies in
the private sector may be given
permission with necessary
changes in the legal system
enabling them to operate
freely. These agencies can buy
bad loans at a discount from
commercial banks and collect
it from the borrower in their

own risk and responaibility

{ The writer is an officer of
Credit I




