- are locked in a deadly

Karachi violence |

attributed to
~ cellular phones,
- pager services

ISLAMABAD, Mar 17:
Desperate to staunch blood-
shed in Karachi, Pakistani au-
thorities suspended all cellular
telephone and pager services
there last year, saying gunmen
were _uﬂng them to coordinate
‘terrorist™ attacks, reports
Reuter. _

The services, which had an
estimated 25,000 subscribers,
have not been restored, but
three foreign operators, which
together have invested an es-
timated, 160 million dollars in

stan. say they are here to

stay despite their Karachi
. losses :

"Pakistan has got tremen-
dous potential. It is a big mar-
ket and we are striving to
make inroads in that market,"
sald David Worcester, chief
operating officer of Pakcom
Ltd, a subsidiary of Luxem-
bourg's Millicom.

"He told Reuters that Pak-
com, known locally as Insta-
one, had incurred a revenue
oss of 1.0 million dojlars a
month since the government

pulled the plug on mobile
unh? in Pakistan's economic

. More than 2,000 peuple'
were killed: last year
Karachi, where security forces

conflict
with the ethnic Mohajir
National Movement [!In*lg‘:| ).
This year's death toll is about
150 — a lull by last year's
bloody standards. , g
. The government says it is
winning the struggle
what it calls terrorism, but has
not sald when it will allow
mobile telephone and pager
services in the city to be re-
connected. E

Karim Khoja, President of
Pakistan Mobile Telecommu-
nications (Pvt) Ltd (PMCL),
said the sto paﬁc had cost the
whole pobile te one sector
about 20 million dollars in lost
revenue. .

Int'l competition

changes Toyota's

~ approach in
Tokyo

TOKYO, Mar 17: Experience
may be the best teacher, but
for Japanese cum;;an}' workers
squeezed by tougher competi-
tlon and a slumping economy,
it may not necessary mean
better pay, reports AP.

In an attempt to deal with
the tougher times, an increas-
ing number of Japanese com-
panies are replacing their tra-
ditional seniority system with
ones emphasizing job. perfor-
mance, especially for their
hig®™ " .vel managers. "It is
the natural direction at big
companies to set .an em-

loyee's wages based on per-
ormance,” said Toshio Kim-
ura, an industrial economist at
Osaka Elt? University.

One of the companies lead-
ing the way into the more
competitive workplace is Toy-
ota Motor Corp., Japan's
largest. automaker, which until
recently had ‘a reputation for
conservalive management.

" hg;zrnatiunal competition

as changed Toyota's approach
said Koki Konishi, agsﬁstant
manager of the com
ternational’ Public Relations
Division. :

"We feel we need to act be-
fore it's toq late.” he said.

Konishi said the difference
between the lowest and high-
est salaries among the com-
pany's department heads will
widen by ui:; to 7 million yen
(67.000 dollars} a year under
the new system, which was
implemented in January.

China's 1st high
speed train to
operate from

April 1

BEIJING, Mar 17: China's

first high-speed train is to go
into service April 1, cwfiting
the travel time between Sha-
nﬁ{m and Nanjing in half, the
official Xinhua News Agency
reported Saturday, says AP.
- The double-decker
"Pioneer” will run 140 kilo-
meters (87 miles) per hour,
making .the current five hour
journey in just two hours, 48
minutes, Deng Jinhua, director
of the Shanghai Railway Bu-
reau, was quoted as saying.

The non-step service ‘is
scheduled to leave S ai at
9 am daily, arrivinf}f in Nanjing,
the capital of neighbouring
Jiangsu province to the north,
at 11:48 a.m. The return
‘leaves Nanfing at 5:41 p.m and
arrives in S al at 8:29
pm

The train is the first to go -

into service in China's plans
raise p rail speeds on
major lines from the present
60 to 80 kilometers (37 to 50
miles)
(87 to miles) per hour.
Deng said the Shanghai-
Nanjing line will add one or
“two more high-speed trains
later this year. The new trains
will have more advanced
nes and coaches and be
to travel 160 kﬂo'gl:tcn
miles) per hour, ving
18 minutes
travel time.
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WB urges Pakistan to speed |

Bu

IDITARA M)

up structural policy reforms

ISLAMABAD, Mar 17: A se-
nior World Bank official yes-
terday Indicated bright

rospects for Pakistan with
economic and a

lower inflation rate this year
and called for quick structural
licy reforms and institu-

onal development, reports
AFP.
The. econom had

'responded favourably' to the

t's timely and effec-
glve short-run stabilisation
measures, Mieko Nishimizu,
Cauntry Director of the World
Bank for South Asia told a
news conference here.

Noti the improvement,
she said country’'s economy

was slated for a higher growth
rate and a sl down of in-
flation.” There are not man
developing countries whic
have shown such a quick re-
sponses to the economic mea-
sures,” she said.

Nishimizu refused to give
any s country's cur-
rent inflation"rate is officially
more than 11 per cent while
the h rate lagt year stood
at about 4.5 per cent.

However, she said for Pak-
istan to realise its full
and employment potential ” it
is necessary that structural
policy reforms and institu-
tional developments are
broadend and deepened as

quickly as possible.”
Winding up her three-week

‘tour which took her to rural
areas to understand the deliv-
ery of social services to disad-

vantaged ple., she -said "I

;I’;l .l%mcf:gy the Ilnmmnl
ersity of agriculture pro-

ductln%ﬂlﬂ.ln.' ;

L

The World Bank has so far
contributed 250 million dol-
lars for Pakistan's social action
programme, she sald adding
that it would continue to sup-
port this development pro-
gramme.

She observed that the -
ernment was committed a
host of reforms in agriculture
and other sectors of the econ-
omy which would help Pak-
istan realise its full economic
potential.

Violation: of fair business laws

GM finance company must repay

$ 4.3 m, orders judge. -

SACRAMENTO, California,
Mar 17: General Motors Corp's
finance arm charged 116,
California car buyers too much
for ihsurance and must repa
them a total of more than 4.
million dollars, a judge said,
l‘eportl AP, ;

Sacramento County Supe-
rior Court Judge James L Long
found Gener otors Accep-
tance Co violated fair-business
laws in the way it bought car
insurance for customers whose
own policies had lapsed.

- In a 59-page opinion re-
leased Monday. Long said
GMAC umfalrl{‘bought coverage
for longer t
tomers needed, then refunded
less than it had promised
when they obtained new insur-

ance.

“The practice of purchasing
a multi-year insurance policy
and adding the entire insur-
ance premium amount to the
outstand automobile loan is
‘harmful and is substantially in-
jurious to consumers because
of the unnecessary increase in
finance charges,” said.

He ordered GMAC® to cor-
rect its records and credit its
customer accounts for the
overcharges.

GMAC attorneys said they
will ask the judge to recon-
sider his ruling before it be-
comes final March 17. Failing

an most cus-:

that, they plan to appeal.
"One of the disappointing

parts of this decision is it's go-

- SAARC Secy
General's -

visit postponed

KATHMANDU, Mar 17 : The
Secretary-General of the seven
nation South Asian Association
for Regional Cooperation
(SAARC) Naeemm U Hasan has
postponed his visit to Banﬁl-
adesh due to prevailing poli-
tical situation in the country,
an official of the S -
Secretariat here told the South
Asian News Agency today, says
a SANA Press release. .

He was scheduled to visit
Dhaka from March 18.

The official said the wvisit,
the first Naeemn U Hasan will,
however, take place in the first
week of April.

The official told SANA that
during his familiarisation visit
to Dhaka in April, the SAARC
Secretary General will hold
high level talks with officials
with regard to the most
favoure nation status for ex-

ortable goods from

angladesh under the South
Asian Preferential Trade Ar-
rangement effective from De-
cember last year.

| g:rlifumu. yet

ing to takg a good deal of time
and money ... 1o correct cus-
tomer accounts for who
have not repaid C for
months of insurance and aren't
going to y in the future,”
said John Sullivan. a San
Francisco attorney represent-
ing GMAC.

Sullivan said the
represented by the class
lawsuit account for less than 9

cent of GMAC contracts In
owe the com-
pany more than 100 million
dollars

le

Sm‘ LI“rm'aur:um:m:- attorneys -

Ronald Lovitt and J Thomas
Hannan filed the suit on behalf
of 116,000 customers whose
cars loans were financed
GMAC from February 198
thro August 1994,
en the car buyers failed

to maintain insurance as re-
auired by their sales contract,

MAC bought "collateral pro-
tection insurance®" from its
wholly owned subsidiary, Mo-
tors Insurance Corp. The

‘premiums were a to the
customers' car loans.

to .their bills.
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" undoubtedly aware that
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not yet indica
ban will be lifted, extended
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Clinton facing
conflict pressure .

to take tough line

WISHINGTON, Mar 17. US
President Bill Clinton is facing
conflicting ures to take a
tough line with Beijing on a

of issues without harm-
ing American business inter-
in China, AFP.

As Washington considers
sanctioning Beijing for violat-
ing trade and non-proliferation
agreements, tensions in both
ca s are running high as
China continues war €s
aimed at influencing Tajwan's
March 23 presidential elec-

tion. -
Complica every choice

is that %urm these decisions

about China can be com -

mentalized,” Xgid Gregg

tel, a China expert and

economist at the Economic

Strategy Institute. "E

you do on trade, or Taiwan,

and non-proliferation affects

else.”
hina has already
a8 a C issue m
the US tial election in

tors are
to revoke China's
Pﬂﬂl!itl in re-
ts human rights

threa
US trade

s

“What we're confronting is
whether — in the course of
this political year in China,
Taiwan, and the United States
— our relations will result in
confrontation.” said Kenneth
Lieberthal. a China scholar
who has informally advised the

Against that backdrop and

freeze rt-im bank fi-

That freeze, imposed last

month as officials consider

to sanction Chima for
to
n, is due to lapse
March 25, Ex-Im Bank

Harry Philipps said

e state rtment has
whether the

aki

temporarily, or prolonged in-
definitely as a pcnlﬁtr for

weapons

T

A 1994 law bars low-cost
loans and loan guarantees from
Ex-Im Bank to countries that
help nations such as.lran or
Pakistan to develop nuclear

weapons.

b

Indian, multination

impregnate untapped rural

NEW DELHI, Mar 17: En-
couraged by rising demand for
consumer goods, Indian and
multinational firms are turning
their attention to the world's
largest untaned market — the
hundreds of millions of rural
Indians, reports AFP. -

"Rural markets are large

and they are growing. fast,” said
S L Rao, a former Director of
the prestigious National Coun-
cil of Applied Economic Re-
search (N R). |
Kamini of Probe Quali-
tative Research Unit, a leading

research firm, said rural mar-

kets. were growing- at the
scorching pace of about 30 per
cent a year and multinational
firms were beginning to
“rtguse this potential.”
aga said foreign manufac-
tures of personal care products
and consumer durables were
expanding and adding re-
sources to strengthen their vil-
lage distribution netwbrks.
India has some 650,000
villages and about 70 per cent

of the country's population of.

more than 930 million
the countryside.

A spokesman for leading

rsonal care products firm

ndustan Lever Ltd (HLL) said
its "Operation harvest” aimed
at the rural consumer would
reach 100,000 villages by the
end of this year.

“Urban markets are bpcom-
ing saturated.” said Irfan Khan,
Communications Manager of
HLL. a subsidiary of Britain's
giant Unilver Gruuli:_l.

"Rural ple have larger
disposable incomes than ur-
*banites since the government
subsidises agriculture and
their is no income tax on the
ryral sector,” Khan said.

He said about 50 per cent of
the firm's products were sold
in rural markets and "the ar-
rival of satellite television has

live in

. aided our marketing efforts.”

"For the last 15 years we
have been successfully pene-
trating the rural market due to
the strong
We are strengthening our dis-

demand that exists.

tribution network mod-
€rm communication facili "
Khan said .- i
Baga said satellite televi
sion, which arrived in India
fuhl;r years ago and now reaches
about 85 per cent of the popu-
lation,
for "new products.” ;
"Foreign firms do not have

to create any demand.,” she
said.. i :

- A
An official of Hero Motors
Ltd., a joint venture with
Honda Motor Co. of Japan, said
demand for motoreycles
higher in villages than 1In
towns.
~_"Our product demand in ru-
ral areas is twice that of urban
areas. We plan to.launch a flew
motorbike speci mfeant for
Eural m.“kmd jay Supta,
en arke Manager of
‘Hero Motors. tne :
A market consultant with
India's !ar%est private firm,
Reliance Industries, said
multinational firms were con-

cenfrating on entry-level pric-

had created a demand .

were sold in rural areas a

al firms trying
markets

"simple |

communication methods."
“They (private firms) will
have to talk a language that ru-
ral people understand and five
them a feeli that there is
:ﬂ aﬁermc sérvice and
ue product.” said Re-
hHance's Arvind Singhal.
Economist Rao said a study
by the NCAER found that rural
purchasers - accounted for
nearly

bought

“About 50 per cent of goods
such as mopeds, pressure
cookers and electric irons

ago and rural markets ac-
counted for 60
sales of black-and-white televi-
sion sets,” Rao said.

“There is huge untapped
potential in rural areas and
with the free-market reforms
more firms are fine-tuning
their marketing skills to grab a
slice of the market,” said

Manoj Narayan of Marketin
and Hlt:uarch Group. .

80 per cent of bicycles |
annually.

;
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CARS THAT MAKE SENS/E

KYOTO, Japan, Mar 17: US
Treastiry Secretary Robert Ru-

Saturday to
fully implement an t
to open its insurance market

to competition. an offi-
mmﬁfcpm.m -

Rubin also told Ja Fi-
nance Minister Wataru Kubo
that Was is for

until access is granted to mar- the

kets now controlled by
J insurers.

The of the insur-
ance was agreed to in
principle a year ago.

Ru t up the
Japanese housing lenders,

quick action in liquidating a the real estate market
oup of Japanese hous of the 1980s crashed in the
ders that are saddled wi nr%l:m
billions in bad debts. ment has pro-
A senior Treasury official, mﬁ a bail out glln to use
hrleﬂnge;:.ponm i grl billion yen (6.5 billion dol- "
vate meeting between Rubin lars) in to lig-
and Kubo, sald Washington uidate the jusen. But Jla.n
was troubled lack of progress Is so un 4 p of op-
in ng Japan's insurance  position lawmakers have
market. ; vowed to block action on the
The two ol’ﬂch.la;?ﬁ ahead  national until the plan .
of the formal start of ministe- I8 scrapped. fiscal year be-
rial talks of the 18-nation Asia  gins April ].

Pacific Economic Cooperation The senior 'l‘renu.w official
h'uminl{rd.o.leln. said Rubin reiterated nhlnf
The US Trade Representa- ton's hopes that a resolution
tive has been assur- 'ttwjulmproblemWM

ances from Japan's Finance "as early as possible. |
Mini that it won't open to Announced ‘after the meet-
competition a t of the ing was an t between
market reserved lor foreigners the United States and Japan
on Increasing Tokyo's share in

HOUJIAGOU VALLEY,

" China, Mar 17: No one can

fault the farmers of the remoté
yellow mountains of northern
China for failing to think big,
according to AP.

For generations, it was all
they could do just to coax
crops of millet and buckwheat
on the steep, barren hills

ribbed with —-the same .
“yellow tmnw where

the Communists set up a base -
and grew to. power iny the
1930s and '40s.

Then two years ago, the
World Bank and the Chinese
offered a 250 mil-
raced fields.

Farmers swimmin ec'rick-
axes and shovels leve the
slopes and carefully built re-
taining walls of straw and earth
that look as smhooth as cement.

Bulldozeérs nptched the most

difficult slopes.

Now the fields are flat, and
water, soil and fertiliser no
longer run off in the rain. With
bigger crops, thousands of
part of Shaanxi
the se-
vere poverty that bound them
for erations.

e government is promot-
ing this kind of change in re-
mote inland areas, wh:rﬁ: %mt

rest peop ve.
People hﬂmﬂ: missed most
of the benefits of rapid growth

Terraces ;han-ge.l

munique for an "
reversal” of the dollar's de-
clines to record lows

lives of
~ Beying's poorest .

coastal areas. banditry in desperation. Rival

in the l.? .

At least 70 million of ford armies clashed:
China’s 1.2 billion people are . Millions of people
s0 poor they do not have . -of starvation.

enough food and clothing. In
the past year, the country's
Jeaders and its state-run
have set a new gll:

vere poverty by .

An important part of the
strategy has been the World
Bank's low-interest loan pro-

¢. The funds are meant

| tnrli:é'ing development tgthe
world's t . China
has hemﬂf e st

borrowers, receiving more
tIhan 1.5 billion dollars since

funds erally have been well
used. In Gansu, in northwest-
ern China west of Shaanxi, the

loans have provided irrigation - the fight

on arid plains. In the south-

weast, the mo has brought

health care, s and

glﬁu more efficient farm meth-
In Shaanxi and neighbour-

ing provinces, the answer is

terraces.

press
e

Wuridﬂlnknﬁdﬂ:uytht'

"Mao Tse-tung and the

 Communist Party arrived in

Shaanxi in 1935, set up head-

- quarters in Yan'an and t

two enemies — the ng
,Japanese and the Chinese Na-
tionalists. Meéantime, the
Communists won over Shaanxi
farmers lg dis ting
property 1 to
poor.

ate 1970s, when
barked on .its economic
changes. But the reforms did
not mmpfitdy t an end to
In places like the Houjiagou
Valley, 'in northern Shaanx,
local officials give the terraces
credit for that. . '
Moigra o b
; the
and walls blends with no
of etation, .the 150-metre-

The plateau of Ipess — a - tall foot-tall) hills look
fine-grained, yellow-brown . more like ancient uments -
loam — covers an area the size  than farms. . )
of France and is one of China's ‘From the bumpy dirt road

poorest places.

In the early years of this
century, the dl.,mggle for

sur-

vival was so fierce in Shaanxi because

that many people turned to

» hills seem

¢ Recent developments in the
g:::ci&i' sector
1 mystifying to most ob-
servers. ¥Eal?’1 mcﬁ'm}r‘ rates had,
at one point to time, zoomed
o 150. per cent, and there
had to be massive intervention
b¥t the Reserve Bank of India,
after which call money rates
(in Bombay) have come down
to 10-12 per cent as of 21
November, 1995.,

At the sanfe time, the ex-
change rate of the rupee came
down, over a matter of eight
weeks, from Rs 31.7 per US
dollar to Rs 35.35 per BCE dol-
lar, a steep decline of some
143 per cent. Again, the Re-
serve Bank hgs had to inter-
vene to prevent a further de--
cline, and the rate has now
stabilised at between Rs 34.7
and Rs 34 9 US dollar { on
21 ancmherﬁ.er

These developments are at
complete variance with the fi-
nance minister's repeated as-
s?rﬁu that "the fundamentals
0 € economy are .sound.”
True, both agricultural and in-
dustrial production are in-
creasing at a reasonably satis-
.factory rate.

But, the. absurdly hi
money'
briefly touched
needs an explanation because,
with increasing deficit finarc-
ing by the Centre, the market
ought, in a sense, to be flush
with funds: and ‘call money’

India have

icall i
rate — which had
150 per cent — -

rates, which one ,wﬁulcl expect
to be quite low, can ( in such
circumstances) be only:
marginally higher than the rate
of interest on government bor-

rowing. The latest rate of

which government has re-
cently borrowed  from the
market, is 14 per cent, while
the buying rate for a mofiths
Treasury
In this background, and with
the steady reduction in both
the Cash Reserve Ratio (CRR)
and the Statutory Liguidity Ra-
tio ( SLR), the call money rate
could, under temporary condi-
tions of liquidity ¢ h, rise
to , say, between 14 and 16
per cent. i

What is " call money"?
These are funds ve
porarily borrowed by g-n
institutions primarily some
times, though rarely, by trade,
(for, let us say, gettin
chandise release from the cus-
toms, for which customs duty
has to be paid ) — merely in

anecial

. order to tide over ve tempo-
- rary need for fum:llz-i"ir Banks
‘have to maintain a CRR and a

SLR prescribed the Reserve
Bank of India; and on occasion,
a bank may be over — extended
and may have to borrow metely

.to meet the CRR/SLR re-

‘quirements prescribed by the
Bl. ° 'Call Money' is money
borrowed for 24 hours. Somie-
times the borrowings are
rolled over, but normally, a

mer-

ills is 13 per cent. :

tem- -

prudent banker does not have
a long term imbalance between
receipts and payments. Some
amount of interbank borrow-
ing/lending has always been
customary; and in addjtion to
banks, there are other fi-

__nanciers/institutions which
—are prepared to

rovide 'call
money (required by any bank,
or some times a trader in
emergency need of funds).
Typically, a call money rate of,
‘say, 5 per cent would imply
that a borrower requiring Rs 1
lakh for a 24-hour period ,
would have to pay an interest
of a little less than Rs 14 for
the call money of {Rs 1 lakh)
borrowed for 24 hours.
(Similarly, 'call money’' of Rs. 1
lakh, borrowkd at 150 per
cent for 24 hours, would re-

uire and interest payment of

(s 411). An bank is sometimes .

a borrower sometimes a lender
in the call money market. And,
since call muncjr requirement
is a somewhat desperate need
for cash for a very limited pe-
riod, the rate of interest
herein is entirely determined
by 'demand and supply: a
bank facing a very temporary
liquidity crunch will ‘shell out
any price for such funds. :
So, what is the reason be-
hind the phenomenal increase
in call money rates in the past

- fortnight? First, the busy sea-

son credit policy of the RBI

" needs of a rapidly growing
- dustrial sector. Consider the

Call money rates, exchange

by Arun Ghosh I.

~ that adequate

ingly influenced its desire
to make up for thbgﬁncul irre-
sponsibility of the central.

overnment, with the result
provision has not
been made to meet the credit
in-

following figures taken from
the latest available Statistical
Supplement to the RBI Bul-
letin (dt II Nov 1995). Time
deposits of all scheduled banks

— that is, savin up
by banks from households —
have increased from Rs

331048 crore on Aug 25, 1995
to Rs. 341530 on Oct 27,1995,
an increase of Rs. 10482 crore,
Over the same period, at the
commencement of the 'busy
season’, loans and advances of
scheduled banks increased
from Rs 203622 crore to Rs.
216116 crore,' an increase of |
Rs.12484 crore. Banks, lend-

ing for productive purposes.

years,

workers in the
{Erlmnrﬂy} which has led to

are overextended,
In the past two or three
the inflow of lprivat: (
short term) externa capital
met this need. In fact, it is the
inflow of external funds PLUS
the remittances of Indian
Gulf area

e substantial increase ob-

served in the 'fnrei%exchmge
assets held by the RBI e
past few years. In fact, the in-

over t

ward remittances from Indian

‘funds earlier

wuri-:cru abroad amounted tﬁ |

3.8 billion US dollars in 1993-
894 and exceeded 5 billion US
dollar in 1994-95. Over the
past four years, these remit-
tances have totalled around 15
billion US dollars. S
The inflow of external
rovided read
cash to banks. &crw could also-
be a slow down in remittances
from the Gulf area in recent
months. The exchange rate of
the EJ : l:]?.lided from Rs 31.7
ollar on t 1to
5.45 on Oct Es'?cp[in cigﬁ
weeks) — a decline of 12 per
cent; and remitters ynay be
either holding back | remit-
tances (in the hope of getting
more rupees r dollar) or
sending .in funds through the
“havala” market. The banks
would be steadily stripped of
ready cash in the ess.

It is true that if the |Flis
want to take back their morney,
they would lose on the éx-
change rate. But t may wiahnt
to cut their losses and :
That would signal a flight éf
capital which could entail | a

total loss of confidence in the

Indian rupee and the Indiain
economy. The Reserve Bank
cannal countenance

this,
hence the recent RBI inter- '

rates, finance capital

this year has been overwhelm-

further.

The banks use rnment
loans as part of their portfolio
of profitable assets ay. and
these are not readily traded
because they are profitable in-
vestments. %at. briefly, is the
rationale for the
that call money
recently.

Both reasons
jor flaw in
on external capital makes In-
dia vulnerable to unwarranted
fluctuations, not due to inter-
nal reasons but due to
in the flow of external finance
capital. Secondly, the raising
of the government's borrowing
rate to commercial rates is one
of the reasons for increasing
India's debt service payments
— which , as per the central
budget for 1995-96 — has
reached 51.5 per cent of cen-
tral government revenues.
However, that is a different
sto connected with, the
bankruptcy of the polices of
the EtnFrargnvcrnmtnt in re-
cent years. But, recent devel-
opments jn the financial mar-
kets indiCate that the govern-
ment is increasingly losing
control over the economy.
which now depends liﬁni -
cantly on the view of India

vention fn the exchange mar- . taken by international finance
ket. In the past fo t the | capital. — Mandira

RBI has poured a billion dollars The writer is a former
to steady the exchange rate, Member of Indian Planning

and to prevent it from sliding ‘1 Commission.)

dlztzjyh:l is _
had reached

point to a ma- -
icy. The reliance .

that winds up the valley, the
. Houses are
hard to

| yellow rock.
dn"".:l to [bc a tremen-
us ce. It alrtady is.”
said Zhao a 32-year-

ao surroun by
farmers and chest-
of millet is framed

beami
high

on one wall.

Before the terraces., the
typical farmer in the wvalle
earned about 300 an [
dollars) a year, well below the

overty level of 440 yuan
about 50 dollars) said Gao
Shuhua,hn World B;nﬁjnﬂhﬂal
The er crop yields have
Incrmhzd income to about 600
yuan (72 dollars), and the
of 1,000 (120 doll is
well within reach. he said.

Electricity, affordable for
the first time, is being in-
stalled. .More of the region's
traditional cave houses are be-
ing built, each fronted by a
semicircle of latticed windows.

A sign in big. red characters
proclaims from one of the ter-
raced hills: "Grass hats on the
mountains, a belt of trees
around the middle and fields
of food surrounding the wvil-

lages."

It refers to how the fields
are used. On the highest fields.
ass is for fodder. A
and of trees below that pro-
vides wood for heat and

helps prevent erosion. is
grown on lower fields.
The World Bank says its

loan was crucial to the terrac-

help 280,000 houscholds. "



