Computer tech to help speed up

country's overall development

President Abdur Rahman
Biswas yesterday said Lthe ad-
vancement of ‘computer
technology has opened up
huge poténtials for rapid de-

nt and it should: be

utibised to quicken the
overall progress of the coun-
try. reports BSS. . -

"Geverument alone can
not discharge this responsi-
bilities and it requires co-
ordinated efforts.” President
Biswas said while inaugurat-
ing the annual convention of
Bangladesh Computer Society
(BCS) here at the Inaﬂlutiﬂn
ol Engineers.

Dr. Abdul Moveen Khan,
MP. Minister of State for
Planning attended the func-
tion as special guest which
was chaired by Prof AM
Patwari, President of the
Society, Prof Rl Sharif, Vice-
President and MM
Nuruzzaman, General
Secretary also spoke.

The President said devel-
opmeiit of a nation depends
on the development of
science and technology and
its proper application. He
said many countries of the

world had atiained tremen-
dous achievement Lhrough
practice and application of
science and technology.
While he said. many coun-
iries remained under devel
oped as they were lagging
behind in the field of science
and technology.

Biswas suaid considering
‘he problem, Shaheed
President Ziaur Rahman

created a separate division
for the development of
science and technology. He
said Shaheed Zia could visu-
alise the computer revolution
ol today and took initiatives
with a view to introducing
computer in the country and

accelerating its progress. He -

said at his (Zia) initiative,
Bangladesh computer society
was established in 1978.
President Biswas said the
present government is eager
for the development of
science and technology and
has established a separate
minisiry named Science and
Technology He said the re-
sponsibilitv of Bangladesh
Computer Council had been
given to two cabinet mem-
bers so that nation did not

lag behind from the huge ac-
tivities taking place through-
out the world in information

# ield.

He said with the invention
ol computer the relation
among the people in the
world has become ¢asier and
they could communicate with
each other freely and quickly.
He said now people are no
more confined to themselves
rather their thoughts are
spread in the intermational
arena.

Biswas called for taking all
our efforts to establish rights
on information technology as
Bangladesh was lagging be-
hind in the field of science
and technology.

Dr. Moyeen Khan said that
a silent revolution had taken
place in the history of human
civilization in the form of
computer. He said the com-
puter had not only brought
people of the world together
but it would give the universe
a new shape in future.

President Biswas later in-
augurated the computer ex-
hibition and went round vari-
ous stalls.
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Cooperation Fund is responsible for looking after the well-being

- South Saina (ia!*mli’

Hamano, Lxeneral Manager nf S-unargann Pan Pacific Hut.el attended the first
anniversary of the "Sakura Family Home" at Salna, Gazipur, on Tuesday. Sakura
- Family Home is an orphanage which has 16 children at present and Japan-Bangladesh

of these children.

Hamano presented the children with a delicious cake prepared by Sonargaon's Pastry
Chef. President, Keisuke Nakagawa and Eiko Hussein, honorary Deputj.r Director of
Japanese Bangladeah Cooperation. Fund are also seen 'mth Hamano in the picture.
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Biswas opens Bdngladesh ComEuter Socnety convemlonr StanChart's new

branch in Ctg
opens

Abdullah Al Noman,
Minister for Fisheries and
Livestock satd that the pre-
sent government's policy for
teregulation of the country's
money markel has created
immense opportunities for
banks in the country and they
should make best use of that,
says a press release.

Abdullah Al Noman made
this comment while address-
ing as the chief guest at the
opening ceremony ol the new
office premise of Standard
Chartered (StanChart) Bank's
Chitlagong branch at 33.
Agrabad Commercial Area.
Chittagong on Thursday.

The minister addg@@ that
the present government, at
present is working on re-
structuring of the legal sys-
tem to facilitate smooth op-
eration of the country's bank-
ing sector in this new dereg-
ulated environment. He
thanked Standard Chartered
for its commitment to
Bangladesh and wished that
StanChart should be more
identified in the country's
economic development.

The function was also at-
tended by Peter Fowler,
British High Commissioner to
Bangladesh. Amir Khasru
Mahmud Choudhury. MP and
Chairman of Chittagong Stock
Exchange, John Filmeridis,
Regional General Manager
Designate for StanChart,
Middle East and South Asia
IMESA) region as special
guests. Other high officials of
Standard Chartered Bank —
Bangladesh and elites of the

.country were also present.

The function was opened
by the Geoff Williams, Chief
Executive. Standard
Chartered, Bangladesh. While
addressing the audience,
Geoff Williams stressed
StanChari's global banking
strength. its operation and
ambition in Bangladesh. He
also emphasised the signifi-
cance of Chittagong as the
couniry's major trading cen-
ire and the immense impor-
lance the bank gives Lo th:s
cily.

Peter Fowler, Eriijlh High
Commissioner to Bangladesh.
said that expansion of
Standard .Chartered Bank — a
reputed British bank, indi-
rectlv reflects Britain's inter-

est in the growth of
Bangladesh's economy. He
wished that Standard

Chartered should be able to
serve ils customers hetttr

L

Abdullah Al Noman, Minister for Fisheries and Livestock, inaugurated Standard
Chartered Bank's new office in Chittagong on Thursday. Peter Fowler, British High
['ummlsﬂmner to Bangladesh, was present among others on the oecasion.

'Aussie economy poised to smash
record for continuous growth'

SYDNEY. Aug 4. Auatraﬂa
is poised 1o smash a 35-year-

old record for continuous
economic growth, Treasurer
Ralph Willis said today,
reports AFP.

He said the June guarter
national accounts were ex-
pected to confirm the econ-
omy had been growing for
four vears. which gave the lie
to claimns by the Conservative
oppesition that Australians
had only experienced five
minates ol economie sun-
shine.

The Launt, by opposition

ader John Howard, has
troubled the government and
forced it o to the defensjve
repeatedly during the last
month or two, -

"The record of Australian
uninterrupted economic
growth in the last 35 vears is
just four years. thai is we've
never had more than four
years without a negative quar-
ter.” Willis said in a radio in-
lerview.

"Now we re about to reach
that four vears with June
guarter ligures. We expect
we'll dgo on to smash that
record with continuous
growth through '95-96 and
bevond.

“So rather than five min-
utes of economic sunshine
we re actually chalking up
Australian records for con-
tinuous economic growth.”

However. Willis acknowl-

edged thal some farmers,
businesses and unemployed
Australians were not enjoying
vood economic times, but
said the government was
irying to ensure the benefits
of growth were spread as
widely as possible,

"We're not saying that ev-
erybody ui 1he country should

Hannan distributcs
relief goods at

Gazipur

_ KAPASIA, Gazipur, Aug 4:
Jute Minister ASM Hannan
Shah said the government
has brought a revolutionary
change in communication
sector particularly in road
cormnunication network, re-
ports UNB.

He was addressing a gath-
ering after inaugurating the
ferry service in the Sitalakhya
river here on Thursday.

The minister also inaugu-
rated a jute purchase centre

of Latif Bawany Jute Mills and
disiributed there relief
goods among the flood vic-

tims of the area.

Addressing on the occa-
sion, he said the government
will always stand beside the

people at the timme of their
disaster.

General Secretary of Ka-
pasia thana, BNP Tajul Islam,

also spoke on the occasion,
said a PID handout.

be feeling terrific, but we are
saying thal in overall terms
we are looking at good eco-
nomic outcomes,” he said..

"And very. very |
tamtly, | think, :n

nurhunttntrrhm
the benefits of growth
have filtered to all

sectors of the economy by
looking after the péople in

disadvantaged eircam-
stances.”
Willis predicted that

Australia's main economie
trouble-spot. the current ae-
count deficit. was set to im-
prove over the coming year,
following a “spectacular” turn
around in rural exports after
a long drought.

The trend from here on is
one of improvement.” hé
sald. "We're looking at a very
considerable turn around in
exports. The drought has
cost us at least a couple of
billion dellars in experts in
1994-95.

"We expect .that to turn
around quite spectacularly in
'95-96."

Australia’'s current ac-
count deficit in June was
2.278 billion dollars (1.68
billion US). down on May's
2.9 billion record, prompting
the government to declare it
had peaked.

Canberra has forecast a 27
billion dollar current account
deficit for 1995-96.

HYUNDAI

CARS THAT MAKE SENSE

IUBAT seminar
on software
industry held

A seminar on the
‘Software Industry fer

the nternational University

of Business Agriculture and
Technology (IUBAT) at the
Conference Room of BMD in

1hecltyunTuu:hyurll

the seminar,
the State Minister for
Science and Technology Prof
M A Mannan made a strong
plea for development of soft-
desh for job creation. econo-
mic property and foreign
exchange earnings.

The State Minister reiter-
ated the commitment of the
Government to create neces-
sary conditions for develop-
ment of technology based in-
dustries in the country.

Prof Mannan also assured
full support of his Ministry to
the noble efforts of IUBAT in
the expansion of education
and training facilities in
science and technology in
general and computer in

particular.

US consultant
pleads guilty
to accept
Libyanmoney

WASHINGTON, Aug 4: A
New York business consultant
pleaded guilty Thursday to
accepting 900,000 dollars
from Libya for his attempts to
remove US economic sanc-
tions om the radical North
Alrican country. says AP.

It was the second guilty
plea in the case, which re-
mains under tion. On
July 26, Charles Gordon
Wade, former chairman of
the Republican Party In
Kentucky, pleaded guilty to
accepting 575,000 dollars
from Libya for the same ef-

forts, _
The consuitant, Arthar
William Bodine, 51, presi-

dent of New York's Invest-
ment Advisory Group, also
admitted in US District Court

to agreeing to help Libya buy

- real estate in Dallas, Texas,

valued at 200 million dollars,
Bodine was to have received a
commission from the sellers,

but the sale was not com-
pleted.

Govt regulation on employee profit-sharing needs amendment

By Dr Dhiman Chowdhury

Capitalist econemic sys-
tem is [requently criticised
for labour exploitation thro-
ugh lower payment and hig-
her working time. Socialist
_economy, on the other hand,

has 'free riding problem’
where elficient employees
sometimes take the burden
of the less efficient or ineff-
icient employees. Lack of
responsibility and account-
ability are common short-

comings of a socialist econ-

omy. Incentive schemes (pro-

fit-sharing schemes, share
ownership schemes, share
option schemes,] which

provide employee benefits on
the basis of corporate finan-
cial measures of performance
are claimed to have a role in
mitigating both labour exploi-
tation and Iree riding prob-
lems.

On the one hand, in the
capitalist countries in USA
and UK, there is at least one
incentive scheme in the large
public companies. On the
other hand, in the socialist
countries in Russia and
China. the recent economic
reform prescribes perfor-
mance-related remuneration
‘which includes various incen-
live schemes for employees
so that employees can partic-
ipate both in corporate profit
and ownership. Incentive
benefit systems ensure high
financial benefits for high
performance and establish
workers' claim on 'residuals’
thus they enjoy the fruits of
their labour. The linkage be-

tween pay and performance

also helps in reducing the
need for menitoring.

It is to be noted that
monitoring is a costly way of
pursuing employees to work
efficiently. This is particularly
true in larger companies
characterised by the asym-
metry of information between
the agents [(employees] and
the principals (owners).
Profit-sharing schemes

Under a profit-sharing

scheme, employees get a
share of the corporate profit.
Usually 5 to 10 per cent of
* the profit before tax is set
aside and the amount is
usually managed by a trust

andl the henefil is distributed
among - cmplovees,.  The
amnount is distributed accord-
i11g to basic pay. or equitably.
or some other agreed for-
mula. Profit before tax is the
surplus of the firm after de-
ducting all usual business ex-
penses but before consider-
ing income tax and extraor-
dinary items.

Extent of profit-sharing

Profit-sharing in indus-
trial enterprises is regulated
by the government since
1968 through the Companies
Profits (Workers' Partici-
pation) Act 1968. Under this
regulation every industrial
enterprise employing more
than 100 employees or with a
capital of more than 50 lakhs
or with value of fixed assets
fat cost) of more than 100
lakhs must create a fund
called workers' profit parti-
cipation fund with 2.5 per
cent of profit before tax. In
1989, the Act was amended
and profil participation of 2.5
per cent was replaced by 5
per cent of profit before tax.
The fund is generally inves-
ted in shares and debentures,
post office savings certifica-
tes and defence savings
certificates. From this fund,
incentive bonus is given to all
regular employees of an equal
basis.

I surveyed 55 Dhaka
Stock Exchange listed com-
panies. The average profit-
sharing benefit is 4.5 per
cent of total pay. In 99.7 per
cent of sample eum nies,
incentive payment less

.thunlﬂpercentufmulpay

Only 4 firms out of 55 paid
more than 10 per cent of to-

tal pay as profit-sharing
benefit.

Extension of profit sharing
Under the present gov-

ernment legislation (the
Companies Profit (Workers'
Participation) Act 1968, 85,
and 1989), profit participa-
tion is allowed in manufactur-
ing industrial enterprises,
‘shipbuilding, electrical en-
ergy generating and distribu-
. tion firms, mines, oil and gas
‘ble . refining and distri-
bution firms. The service sec-

tors viz., advertising, frans-
port and communication,
trading which are playing in-
creasing role in the economy
(46.4 per cent of GDP in
1989-90) are excluded from
the benefit of this govern-

"ment legislation,
It is recognised that the

scope of the Iincentive
scheme can be extended to

~ all these important sectors of

the economy. It can be ar-
gued that if workers' profit
participation is accepted on
principle to be good for both
workers and employers, then

there should not be any dis- .

crimination among the work-
ers whether Lhey are in
manufacturing. agriculture,
service, or irading, The ob-
jective of profit paTticipation
is to motivate workers to
work efficiently and thus to
align workers' interest with
those of owners. This objec-
tive is applicable in all the

sectors of the economy.

The scope of the legisla-
tion also appears Lo be nar-
row when one considers the
conditions (section 3 above)
to be fulfilled for allowing pr-

. ofit participation. Small, cot-

tage and handloom Industries
provide the majority of our
manufacturing employment.
Ome study in 1993 found
that 87 per cent of the firms
in engineering industry em-
ployed less than 50 employ-
ees. The BBS Statistics
(1993) disclose that average
value of fixed assets in hand-
loom industry is only Taka
24240 and average employ-
ment size is only 4.83. -The
survey of small industries of
Bangladesh by Bangladesh
Small and Cottage Industries
Corporation in 1994 shows
that average employment size
in 38294 industries is 13.6
persons and value of
fixed assets is Taka 75,0000,

Thus majority of business |

establishments are excluded
from the benefit of the gov-
ernment regulation. Available
statistics reveal that total
number of registered indus-
trial enterprises is 509000
and the number of industrial
enterprises with employment
size of 100 or more is 1728.

Thus only 0.34 per cent of

the industrial enterprises are

* covered by the government

regulation,

It is to be noted that alt-
hough classification of busi-
ness establishments by num-
ber of employees and fixed
assets is available classi-
fication by size of capital is
not available to the best of my
knowledge. However, if our
banking policy of debt-equity
ratio of 70:30 is considered,
then capital of a small busi-
ness erterprise should be

‘much lower than Taka 50

lakhs.

- Considering that the ma-
jority of our business estab-
lishments are small and that
the increasing importance of
the small scale industries in
the country and also eélse-
where, the conditions appear
to be inconsistent. Bangla-
desh Bureau of Statistics
(BBS) study of industrial
enterprises with 10 or more
employees shows the similar
picture where only 2.9 per
cent of enterprises have fixed
assets of more than Tk 100
lakhs and only 6.8 per cent of
enterprises employ 100 or
more :

A:Enrdin’g td the

Registrar of joint stock com-
panies, the total number of
companies up to June 1994
is 27685. It 1729 of them
employ 100 or more employ-
ees then only 6.2 per cent of
companies are covered by the
government regulation.
Profit-sharing in small
companies

We knew from the previ-
ous section that only 6.2 per
cent of companies fulfil the
conditions of the Companies
Profit (Workers' Participa-
tion) Act, 1968 where profit
sharing by employees has
been made mandatory, Now
the guestion arises whether
profit-sharing is practised by
choice in 94 per cent of the
manufacturing companies
which are outside the pur-
view of the regulation. This is
however, an empirical issue. |
could survey a total of 41
manufacturing companies
where number of employees
is less than 100, value of

fixed assets is less than Taka
100 lakh, and capital of less
than Taka 50 lakh.

The survey shows that not
a singe company has any for-
mal profit sharing scheme.
However, 13 companies paid
one festival (Eid] bonus equal
to one month's pay and 7

compaimes paid two Eid bo-
s egqual to two months’ pay.

I is also recognised that
in- the small coinpanies

tclosely-held enterprises) the
owner recruits his family
meumbers and relatives who
are loyval tu the owner. The
owner is the sole authority Lo
tecide emplovees' remunera-
lioir. Since there is huge
unemployment in the country
(18 to 37 per cenl of the
labour force are unemployed
or undereinployed} there is
little room for wage bargain-
ing.  Furthermore,  labour
union. is absent or weak in

the closely-held firms. Profit

participation is. therefore, a
distant issue lor the closely-
held husiness. Books of ac-
counts are reportedly con-
sidered secret. Workers have
no access to the books. Go-
vernmment law lorcing agen-

“cies have access (o manipu-

latedd accounts, Accounting
standards and company law
regulations are widely viola-
ted. Audit profession lacks
credibility. Government audit
is reportedly corrupted. The
Registrar ol Joint Stock Com-
panies [Company Watchdog)
is highly c(entralised and
lacks sufficient manpower to

verily Lhe hooks of accounts,
Viola¥Tion of government
regulation in garments indus-
try

Garments industry in

Bangladesh is of a relatively
recent origin, Garments ex-
port in lale 19708 was in-
significam while in 1994 the
industry eontributed 61 per
cent of the total national ex-
port earning. Bangladesh
Bureau of Statistics (BBS)
slatistics (1993) show that
total number of workers and
employees in major manufac-

- Iuring industries in 1990-91

wils 760534, Out of this,
500 000 persons were pro-
vided employments by Gar-

T

menls [ndustry. Garments
hidustry is the second largest
employment provider in the
nranulaciuring sector after
Handloom Indusiry.

According to BBS slatis-
tices [ 1993), Handloom Indus-
try provided employment Lo
1027407 perdons in 1990-91
while garments industry pro-
vided employment to 402000
persons.

According to the condi-
tions ol Companies * Profit
(Workers' Participation] Act
| 968, a manufacturing indus-
try employing 100 or more
workers must contribute 5
per cent’ ol Lthe profit before
tax Lo the prolit participation
fund for the employees as an
incentive payment. In major-
ity ol the ganments industry,
pulmbner ol workers is more
than 100, The government
reguitlation is howeyer, vio-
lated in the garments indus-
try. There is no published
data on workers and employ-
ees either from individual
plant level or from Bangla-
desh Garments Manyfactur-
ers and Exporters Associa-

tion (BGMEA). So far it is
labour
. contract is highly person-

ascertained that
alised and there is no formal
wage structure. [Interview
with a total of 70 workers,
staffs, and officers in 20 fac-
tories in Dhaka City reveal
that there is no profit-related
(or any performance related)
incentive bonus system in the
garments industry as a whole,
Festival Bonus (Eid bonus) of
one month's pay is given in
S01NE Cases.
Market imperfections —
Need for government regula-
tion

In UK and USA, there is
no government regulation
compelling a business estab-
lishment to give workers a
share of its profit. The extent
of incentive benefits (profit-
sharing, sharg options) to be
provided is decided by the
owners/shareholders of the
enterprise. The governmernt
only encourages the intro-
duction of Incentive schemes
through various tax benefits.
The incentive benefits are
fixed largely by the market

forces through the interac-
tion of demand and supply of
labour. The market for labour
in these couniries is more
competitive than market for
labour in Bangladesh.

Since labour market in
Bangladesh is largely uncom-
petitive?” the existing gov-
ernment regulation on work-
ers’ profit participation ap-
pears to be a good labour law.
In Bangladesh, still there is
fendal or semi-feudal mode of
production. In a feudal or
semifeudal society, labour is
paid an arbitrary wage. usu-
ally a subsistence wage by a
landlord or an employer. The
Survey of Small Industries by
BSCIC in 1994 foundithat av-
erage emoluments of em-
ployees is Taka 908 per
month which is far below
poverly line income.

In Bangladesh, other
characteristics of a semi-feu-
dal mode of production are
also found: personalised labo-
ur contracts, contract enfor-
cement through non-market
means, and random breaking
of contracts by the employer.

The legislation particu-

larly appears to be important
in the small and medium
scale industries Whl!r& the
market imperfectio is
higher compared to large
scale indusiries. However,
the existing Companies Profit
(Workers™ Participation) Aci
1968 favours the large indus-
tries employing more than
100 workers and ignore the
small and medium sized
firms with employment size
of less than 100 though these
sectors employ about 90 per
cent of the industrial labour
force,

Small industries devel-
opment is being given in-
creasing importance in the
developed counitries includ-
ing Germany, USA, Japan.
and UK. In Bangladesh also.
the growth of small and
medium scale industries is
gelling iIncreasing impor-
tance. Various promotion po-
licies have been taken in
Bangladesh for the growth of

that amendment of the
Companies Profit (Workers'

Participation) Act 1968 to
cover small and medium
scale industry is necessary
for sustainable development
of the sector,

In USA, typically between
10 and 12 per cent of a
firm's net profit is paid as
bonuses. In UK, 40 per cent
of all establishments have
profit sharing schemes. Wh-
ereas, in Bangladesh, profit-
sharing is allowed in less
than one per cent of the
industrial enterprises. In UK.
usually 15 to 25 per cent of
earnings of the employee are
incentive related. whereas in
Bangladesh, in 92.7 per cent
of sample firms, incentive
payment is less than 10 per
cent. In India, profit-sharing
benefit ranges between 85.33
and 20 per cent of salary or
wages.. Available data on
Malaysia. Philippines, and
Singapore shows that typi-
cally 10 per cent of profit be-
fore tax is reserved for em-
ployees.

Although the government
regulation on employee
profit-sharing appears to be a
right decision, the regulation
however, is narrow and ther-
efore needs to be amended.
First, coverage of the regula-
tion can be extended further
so that large number of
Business establishments can
reap Lhe benefit of profit-
sharing. :

It can be mentioned here
that the (Indian) Payment of
Bonus Act, 1965 is applicable
to all factories and all busi-
ness establishments which
employ more than 20 em-
ployees. Second, considering
that in other countries profit-
sharing percentage is more
than five per cent the "just
five per cent of profit before
tax” provision of the Act can
be replaced by "at least five
per cent of profit before tax".
Government Should give lu-

crative tax f(acilities Lo those
business establishments whi-
ch have wider incentive sch-
emes,

he author is Assistant Pro

‘this sector. It can be argued  fesgor. Department of Acco

unting. Dhaka University.)



