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While Dhaka's ties with the Union is fairly cooperative, efforts can be made to_further strengthen this

ANGLADESH'S multi-
&mcl relations with the
uropean Commission
constitute a major segment of
Dhaka's foreign policy
priorities and so far the
relationship has worked quite
satisfactorily for the country in
the sense that it has benefited
from different prcégrammcs of
the Commission designed for
the develo nations, In fact
Bangladesh is one of the major
recipients of the EC assistances
in the Third World and this re-
flects the kind of priority the
EC attaches to this South Asian
nation of 120 million that
makes relentless efforts in im-
proving the quality of life for
its people in addition to the
onerous task of attaining the
national development in the
key areas like agriculture and
industrialisation.
Nevertheless. given the im-
portance of the 15-nation Euro-
pean Union which is growing at
a fast pace and in view of the
greater role as well as the inte-
ation that the Europeans are
een to demonstrate in conti-
nental and international af-
fairs, it will only be desireable
that Dhaka’s ties with the im-
portant group can still be in-
creased in various fields and
this will work both ways. The
European Union detinitely
stands on the threshold of
emerging as a more monolithic
forum with identical policies
and a&apmaches in many issues
like fiscal and foreign policy
and even also in the area of de-
fence in the context of common
security much to the willing-
ness of all the member sates de-
spite the slow progress made in
some of the areas that are
rather quite complex in nature.
Undoubtedly, the EU is now
more seized with the issues like
introduction of the single cur-
rency in Europe — the "Euro” —
which once was not being par-
ticipated by a leading nation
like Britain as well as the ques-
tion of enlargement of the
Union as more and more na-
tions of the continent are keen
to join the group. However, ex-
ternal relations do represent a
key constituent of the activities

of the forum and South Asian
region can figure more promi-
nently in that framework for a
closer link with the grﬂug rep-
resenting more than 370 mil-
lion people. And, Bangladesh,
certainly can draw bigger at-
tention and priority from the
bloc as there is enormous good-
will for the nation among most
of the members of the Union.
This was reflected in the con-
cerns expressed by the Euro-

ans at the catastrophic floods
Esat are devastating the country
much to the dismay of the in-
ternational community.
Nonetheless, scopes still re-
main untraced and unexplored
to provide a further fillip to the
relationship.

terest during the nearly three
decades as a newsman largely
concentrated on the matters
related to forei licy mat-
ters and multilateral diplo-

ow many here really know
that the European Union is to-
tally different from the Euro-
pean Council? While the EU has
15 members and several others
are on the queue desirous of be-
coming members, the European
Council has forty members —
practically all from the Europe
including the Russian federa-
tion that became a member
only in 1994 with the introduc-
tion of democratic practice in
the former communist nation.
The Union has its headquarters
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A group of journalists from
this country was invited re-
cently by the joint initiative of
the European Commission
headquarters at Brussels and
the European Journalism Cen-
tre (EJC), Masstrict, the Nether-
lands, for having a closer idea
about the functioning of the
Union and related organisa-
tions. Indeed, the ten-member
teamn was first of its kind both
in terms of importance and size
at the invitation of the EU and
the 12-day trip enabled the
group to take a view from prox-
imity of the interesting features
as well as the constructive in-
tricacies that govern the func-
tioning of the group in various
areas of activity ranging from
monetary policies to the per-
formance of the European par-
liament in Strassbourg in
France. Frankly, | was at a loss
to understand the different di-
mensions of the EU activities
and interactions in the form of
discussions and briefings dur-
ing this trip have made me con-
versant with their typical mi-
lieu even though my area of in-

" ambiguity and

L

in Brussels and its main com-
ponent organisations are the
council made by the ministers
and the commission composed
by the commissioners and the
nﬁ]cials. The parliament of the
European Union is in Strass-
bourg which has 627 members
from all the fifteen member na-
tions. The parliament is some-
thing unique for the obvious
reasons that how could there be
one legislature of so many
countries with members elected
in direct votes. Then the ques-
tion that may reasonably strike
someone's mind — how does it
perform? Does it have powers
in term of eflective legislations
to govern the member states?
There appears to be some
limitations
wers of the parlia-
e existence of such a

about the
ment but

legislature itself is undoubtedly

remarkable. Most of the fifteen
countries of the Union had
fought each other in the che-
cwered history of Europe but
they

are seckinﬁ to put the bitter

past behind and trying to speak

in one voice even in areas where

relationship so as to become more closer to the evergrowing crucially important European forum.

such an effort is rather difficult.
Here in Strassbourg, the
headquarters of the 40-nation
European Council is located
and it is evident that all the
members of the Union are the
members of the Council but not
the vice-versa.

"The two are entirely differ-
ent although they work in close
cooperation” sald Ms. Cathie
Burton, working in the Euro-
pean Council.

South Asia is the home of
more than one billion people
but it receives relatively less
attention in the Euro par-
liament as well as in the coun-
cil. Ms Anita Pollock, a mem-
ber of the parliament and
chairman of the committee
dealing with this region admits

that as a region South Asia
should receive bigger concen-
tration. Away Iin Brussels, Ms.

Ruth Albuquerque, Head of the
Unit that looks after the
Bangladesh chapter, says it is
necessary that such countries
should get more Enuﬂt}r while
she adds that the European
Union attaches utmost priority
to the development efforts of
South Asian nations.

B adesh has high stakes
in the European Union in dif-
ferent important matters like
trade and business, harmo-
nization of positions on trade
issues in the context of the
world trade organisation (WTO)
particularly export of textiles
and shrimps, immigration
matters, assistances to agricul-
ture and other areas. The coun-
try is receivi assistances in
many areas. Lobbying in differ-
ent forms is an accepted norm
of activities in the European
Commission’'s headquarters in
Brussels which is now becom-
ing one of the most important
city of the world because of exis-
tence of headquarters of many
multilateral organisations like
the NATO and the European
Commission. While Dhaka's
ties with the Union is fairly co-
operative, efforts can be made
to further strengthen this rela-
tionship so as to become more
closer to the ever-growing cru-
cially important European fo-
rum.

Sécurities Market in Bangladesh

Issues and Strategies

i by ABMS Zahur

Securities market is by far the most difficult for a private investor to comprehend. Learning about the benefits

and operations of the securities market will take some time. Such change can be achieved through widespread

securities market education and development of qualified financial journalists, improvements in the quality of
financial market publications and a better financial education in the universities and secondary schools.

EVELOPMENT of secu-
rities market in Ban-
gladesh actually started

in 1991. During the last
one and a half years the in-
vestors, particularly the
smaller ones, have passed
through a severe traumatic ex-
erience of share market. Some
altering governmental mea-
sures to boost share market op-
erations and to regain confi-
dence of the small investors
could not show any appreciable
positive result.

However, such kind of exﬁc—
rience is not a unique phe-
nomenon. Almost similar sit-
uations were experienced in
Thailand and South Korea in
late seventies and early eight-
ies. Thus Bangladesh need not
be.over concerned. She should,
however, proceed cauﬂnusg to
overcome the problems and to
mobilise individual savings to
channel them into productive
activities.

Among many problems in
the securities market of
Bangladesh the most conspicu-
ous are limited capacity for
fund raising, availability of a
limited range of securities, a
low volume of secondary mar-
ket transactions and insuffi-
cient strength and sophistica-
tion of necessary financial in-
termediaries.

Such weaknesses resulted in
general lack of confidence in
securities market. Development
of securities market involves
isolation of each variable that
restricts the supply of and/or
demand for securities. Both
supply and demand sides must
be improved simultaneously, a
development of one side at the
expense of the other distorts the
market.

Privatisation of selected
public enterprises can signifi-
cantly increase the Eul:lilply of se-
curities. Certain public enter-
prises, even though they are
performing poorly, can be at-
tractive equity investment op-
portunities for private sector
investors. Bonds floated by
some public enterprises may at-
tract even relatively unsophis-
ticated investors. This would
help create interest in bonds
and eventually equities as in-
vestment instruments among a
wider investing public. The en-
terprises in which the govern-
ment decides to retain owner-
ship interest may attract large
number of first-come investors
to the equity market.

Majority of private sector
firms are relatively small and
as such their needs for invest-
ment funds are modest with
larger needs for working capi-
‘tal. Thus they have been able to
generate necessary financing

rom (i) personal loans or their
own contributions and retained

earnings; (ii) short-term loan
facilities with commercial
banks. Some business firms'
close family relationships with
particular commercial banks
enabled them easy loans. Many
individual or small en-
trepreneurial groups desire to
keep the benefit of their en-
trepreneurship’s future within a
limited circle of relatives and
friends. Such concern has no
rational basis. going public is
not necessarily inconsistent
with retaining control. Family
owners can always protect
themselves by issuing fewer
shares than a majority, by sell-
ing preference shares, or by cre-
ating certain class of voting
rights.

Income from dividends may
be made more attractive. Exist-
ing tax may totally be with-
drawn. Usually ordinary in-
vestors compare dividend in-
come with that of bank deposits
or other fixed-interest instru-
ments. As such dividend in-
come which is riskier to bank
deposit
higher. It may be pointed out
that dividends are paid out of
after-tax income, whereas in-
terest payments are paid out of
gross earning before taxes.

The companies do not offer
their shares to the public be-
cause it involves disclosure of
substantial information. But
for ensuring fair financial
practices and to provide some
protection to investor's disclo-
sure of fall information is a
prerequisite. In fact they need
consistent enforcement and
further expansion in order to

enerate public confidence in

the securities market. Report-
ing and tax requirements
should be upgraded and applied
more rigorously and consis-
tently to all listed and non-
listed private corporations as
well as to public sector enter-
prises.

Lack of any appreciable

‘change of demand for securities

may be due to the failure of se-
curities market to satisfy either
the (i) needs of individual in-
vestors for low risk, easily ac-
cessible investment instru-
ments or the (ii) needs of insti-

tutional investors for invest-
ments that can produce long-
termn rates of return that are
competitive with other invest-
ment opportunities. Thus gov-
ernment action is needed in
building investor's confidence,
providing appropriate incen-
tives. and encouraging the de-
velopment and participation of
institutional and external in-
vestors. Relatively limited size
of aﬂ}umt professional urban
opulation and generally low
evel of savings influence the
number of investors.
Apart from these investors

income should be -

shy away because of (i) more at-
tractive alternative invest-
ments; (ii) a pervasive Jack of
investor confidence: and l(iii) a
general lack of the operations
of the market. Alternative in-
vestment such as national sav-
ings certificate, even riskier
high return real estate business
appear to be more attractive.
Reasons for pervasive lack of
confidence may be identified as
(i) steep fall of share prices; [ii)
frustration and apprehension
due to government's dilly-dally
in taking measures to stimulate
securities market; (iii) lack of
appropriate financial informa-
tion about the securities market
and the listed firms in particu-
lar; (iv) inadequate accounting
and financial reports, (v) fail-
ure of the regulatory authorities
to supervise and monitor secu-
rities market operators and to
protect share holders against

malpractices and market ma-
nipulation.

There are two facets of fi-
nancial information that need
to be improved.

Firstly, collection and dis-
semination of technical market
information (transaction
prices, the range of bid and
asked price, volume, yield on
P/E ratio etc.) needs to be pro-
vided by stock exchange on a
timely basis throughout the day
and at the close of business.
Secondly, due to supply of in-
sufficient amount of financial
information by listed compa-
nies the investors cannot assess
companies' operations. Without
adequate accounting, auditing
and financial reporting it is not
possible to determine the true
position and profitability of an
enterprise. In the absence of
these finance can be misallo-
cated and investors can be mis-
led.

Without uniform reporting
requirements and generally ac-
cepted principles and stan-
dards, it is not possible to make
any comparisons between one
company and the other. One of
the major factors undermining
investors' confidence has been
the persistent fear of market
manipulation. In the recent
past there was strong apprehen-
sion that securities market was
rigged against small individual
investors. Rightly or wrongly, it
is said that insiders are anga%,ed
in trading of securities on the

basis of privileged information..

This problem may be solved
through improving the quality
of securities professionals
working in the securities mar-
ket, strengthening regulatory
authorities and more strictly
enforcing market regulations.

Generally speaking. much
can be done to provide incen-
tives for increased equity in-
vestments, to modify the tax
treatment of dividends, and to

establish savings-linked in-
vestment schemes. Securities
market is by far the most diffi-
cult for a private investor to
comprehend. Learning about
the benefits and operations of
the securities market will take
some time. Such change can be
achieved through widespread
securities market education
and development of qualified
financial journalists. im-
provemerits in the quality of fi-
nancial market publications
and a better financial education
in the universities and sec-
ondary schools.

Institutional investors such
as investment companies and
insurance companies may be
cncnuraged to play important
Eart to develop securities mar-

et. External investors may be
an attractive source of funds.
There are two Is of potential
external investors. Like India
or Turkey special unit trusts
may be established to channel
non-resident capital into the
domestic securities market.

To raise foreign capital ac-
tive promotion’ of a greater flow
of information about the coun-
try's securities market and the
performance of specific listed
companies will be needed. The
government has already pro-
vided substantial incentives for
foreign investment. Brokers,
dealers and underwriters play
important role to activate secu-
ritles market.

A variety of institutions
such as security firms, mer-
chant banks, finance compa-
nies., DFIs and commercial
banks etc can help expand the
trading. However, involvement
of these institutions depend on
due encouragement and -assis-
tance from the government.

The number and ?UE]“.}I' of
security industry professionals
are 3111(& low by international
standards. Substantial upgrad-
ing is needed to make them
more effective, The government
must have the will and desire to
improve securities market op-
erations. Since securities mar-
ket primarily serves the private
sector, the dominant role must
be played by the private sector
institutions, intermediaries
and individuals.

After the traumatic experi-
ence of 1997 government has
realised the need for giving em-
phasis on the development of
securities market. Some mea-
sures have been taken. Some
others are in the offing. How-
ever much more is to be done to
stretch the benefit to the small

unsophisticated investors of

the securities market.

The author is a Retd Joint
Secretary, Government
Bangladesh
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- Black Holes in Revenue

Gathering

PROJECT VIEWFINDER has been a tremendous litmus test about the conscience of the nation's wealthy, it
shows clearly that the rich not only do not have either conscience or responsibility to pay their dues to the

public exchequer, they are not ashamed about it.

recent survey conducted

by a research compan

assisting In the
Licence Fee Cam
PROJECT VI
revealing. In the first two
months of the camp , 27 per

cent of the people unglnﬁ tc?
a

low-income

roup area
urchased

licences whereas

4 J:)er cent of those classified as
middle

and less
e affluent

income grou
than 6 per cent of

up had done so. In areas like

efence Housin
Karachi, out of 50
street,
having a Dish Antenna, only 2
had obtained TV licences and
even they had not paid for the

Authority,

Dish Antenna. Amazing as it

may seem but those who can
afford to spend Rs 250 for a
single sandwich at one of the
mushrooming fast food outlets
are averse to payin% Rs.250 as
annual fees for a cence. On
the other hand, at the other ex-
treme the rty stricken, and

this includes rest of the middle

class in the present economic
environment, are far more re-
sponsible with respect to their

public obligations. If you study

the proportionate value of the
licence fee to the annual earn-
ings of the low-income group
and compare it with that of the
affluent, the factor of greed and
indifference to civic responsi-
bilities among the well-to-do is
unimaginable.

Analysing the wide discrep-
ancy the company concerned
came up with some startlin
findings, among them viz, (1
those on the poverty line are
very concerned about socio-
economic facilities,
they tend to fulfil their obliga-
tions far more than the higher
income group who take it as a
God-given right, their con-
science feeling no responsibil-
ity towards pad)dng their dues to
the State and its agencies, (2)
the poor income group fear the
threat of court summons and

police involvement whereas the

afMluent have no fear of either,
(3) for the poor the TV licences
is another piece of documenta-
tion as proof of ownership and

occupation of their house while

the rich want to avoid such doc-
umentation and (4) the prize

draw scheme attracts the poor
but causes little or no excite-

ment for the affluent who al-

ready posses whatever is on of-

fer. |
Fhese observations are a
shameful reminder of the sad

lack of social conscience among

the affluent. As the last day be-
fore penalties and surcharges
are applicable approaches, the
announcements on TV and

rint media. enco TV set

olders to purchase licence,
have become slightly tougher in

;Ign 1998-99
ER is very

Ouses on one
nearly every house

as such

"tone. One of the solutions pro-
posed by the collection agen-
cies is also revealing, lists of de-
faulters are being prepared
which are intended to be pub-
lished in local newspapers.
Court summons are also being
readied to be sent in an inverse
ratio to purchases, affluent in-
come group 10, middle income
group 3 and 1 for low income

roup. Most of those who de-
ault, particularly in the afflu-
ent group, will probably end up
paying even 10-15 times more
than the original sum other
than the embarrassment and
the unnecessary time consumed
between court, bailiffs, police
station and bank. That experi-
ence should be a powerful
enough incentive to dissuade
them from avoiding taxes and
duties in the future, at least the
dues against utilities.
Most of this cuunlrly's prob-
lems stem from the fact that
those who have gained most

from the largesse of the State do

s

:

a

not want to pay taxes but evade
them by relying on "bribes and
connections” to escape the
clutches of the law. e fact
that only one million or so
souls are registered as tax pay-
ers, mostly the salaried class, is
a disgrace. At least 3-4 million
more taxpayers are evading reg-
istration, every one million
taxpayer means 100 billion
approximately to the exche-

uer. This is a staggering Rs

00-400 billion direct loss to
the public exchequer, more
than the debt repayments, de-
fence expenditure and cost of
running government all put to-
gether,

Similarly as regards Sales
Tax registration and Central
Excise Duty, the evasion is stag-
ﬁ:crmE. In Rawalpindi Sales Tax

gion alone, over 9000 units of
coal mines, stone crushers and
brick manufacturers are not
registered, each capable of pay-
ing Rs 100000 annually at the
very minimum. This amounts
to an evasion of Rs 9 billion.
However with the active con-
nivance of tax enforcers,
Rs 7000 per month per unit for
NOT registering (a cool approx-
imate Rs.60 million a month or

Rs.72 crore per year). very few of

istered
y pay 3

the units, if any, are

and those that are, h

per cent of what they should.
The present GST issue is an

outrage perpetrated by the PM's

favourite constituency, the re-,

tafler business community. Re
tail shops in all the markets are
stocked full of
the smallest sho
less than Rs 10
Liberty
nearly Rs 3-4 million a day.
Similarly jewellry shops sell as
much as Rs 5-6 million a day, if
not many multiple amounts
more. Yet these tradérs refuse
blatantly, not only to pay a
fraction of what is actually
leviable but refuse to get regis-

must sell not
per day. In

tered at all. Brazen-faced about
their deflance, they are holding
the PM and the eountry to ran-

som by holding strikes regu-
larly, denying consumers ac-

cess to necessary consumer

items.

Rather than succumbing to
threats and blackmail, the gov-
ernment should withdraw "law
and order” cover from those
who do not get registered as well
jssuance of arms li-

cences to them. If their shops

as banning

and houses are looted or van-
dalised, their FIR should not be
registered at any Police Station
if they are not registered as GST
payers. Furthermore one can
-::arnif assess the amount looted
if the GST declaration gives an
approximate value. In the same
manner what is the proof you

own a TV set or VCR unless you .

have a valid licence? Without
the requisite licences they can
be included in the list of stolen
items. This may seem an invi-
tation to loot, anyone who does
not subscribe financially to the
public exchequer towards
maintaining of police cover
does not deserve to be secured or
protected by the State and that
also at the expense of others
who pay their dues. The State
may well look after them as
private citizens but as profes-
sionals and their place of work
thereof can only fall under the
ambit of the State when they
start paying their taxes. More-
over the citizenry should be en-
couraged not to purchase any
item from them unless they are
registered — and paying GST.
The only way to get our citi-
zens to pay their respective dues
is to decentralize taxation down
to the elected Local Bodies level.
Far the governance of any coun-
try it is most important that
there is meamnﬁful people's
}Jnrnrsipattnn at the grassroots
evel particularly for a country

-

goods, to survive

Market Lahore sales are

®

like Pakistan, in danger be-
cause of both external and in-
ternal pressures, of d

into anarchy, it is vital that we
tumn to the co of Local Bod-
les ﬂ:v:mancc immediately.

d to make them fully par-
ticipant. elections to the Local
tﬂaﬂeah : must behuhdd t:nﬁ the basis

at anyone w cent
of the \F}::t: will bcg::lccte[:tﬂ to the
Council. Theoretically one
could have a maximum of 20
ople on a Unlon Council
comprising a]:;pmxlmntcl}r
250000 population with less
opulation in sparsely popu-
ated areas). Five Union Coun-
cils should make a District .e a
District will have one million
population but more important
almost everyone in that con-
stituency have some repre-
sentation in the Council. That
Council then becomes very im-
portant for governance for
many reasons, not the least be-
ing to assess and collect taxa-
tion. Having good knowledge of
the 8euple living in the area,
the Council would be able to do
effective tax collection, keepin
one portion for local use an
sending the major balance to
the District, Province and the
Federal Governments on a pro-
portionate basis.

Centralized and comparti-
mentalized taxation allows
rogues and scoundrels free rein
to use expensive accountants
and lawyers to good effect, with
active connivance by public sec-
tor officials. Without effective
revenue gathering and expendi-
ture roles for elected represen-
tatives in their own respective
communities, the context of
governance is lost in democ-
racy. Corruption is so rampant
through the entire spectrum of
the tax collection agencies that
entire files, even pertaining to
court cases filed, are lost. If
are not, a senior "authorised” or
"competent” authority will
simply "condone” the offence,
for a "price” of course. At the
bottom end i.e the poor, have
responsibility and conscience
ingraved in them, sadly this is
lacking mostly in the affluent
class as can be seen from PRO-
JECT VIEWFINDER where TV
Licences have been purchased
in low-income areas four times
more than in affluent groups.

PROJECT VIEWFINDER has
been a tremendous litmus test
about the conscience of the na-
tion's wealthy, it shows clear
that the rich not only do :
‘have either conscience or re-
sponsibility to ﬁ»a}r their dues to
the public exchequer, they are
not ashamed about it. In such a
case only weapon the State has
is to withdraw various facilities
that the State makes available
to such citizens on a focused ba-
sis.
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Europe's New Currency

by M. A. Obaydullah

HE world is preparing to

bid farewell to the Franc.
Mark, Lira and many
other currencies of Europe.
Eleven of the 15 European
Union countries are
&aﬂicipatlng in the European
onetary Union (EMU). As of 1
January 1999, the Euro will be
adopted as the common cur-
rency of Germany, France,
Austria, Belgium, the Nether-
lands, Luxembourg, Finland,
Ireland., Spain. Portugal and

Ilal&
reat Britain. Denmark and
Sweden have so far declined to

join while Greece has failed to

meet the fiscal membership cri-
teria.

The countries joining EMU
will begin to phase out their
own national currencies, and
the Euro will be used for all
non-cash transactions.

Euro bank-notes and coins
will begin circulation on 1 Jan-
uary 2002, and all legacy cur-
rencies will be withdrawn from
circulation six months later. By
that time, the Euro will replace
an estimated 70 billion coins
and 12 billlon bank-notes now
in circulation in the EMU coun-

tries.

The European Monetary
Union (EMU) will see the mone-
tary policy of these 11 different
countries brought under a sin-

e authority, the new European
entral Bank (ECB).

What will all this mean? For
the most part, the period of

reparations and conversion
]::ea ing up to the adoption of a
single currency will mean sub-
tle changes. Still, now is a good
time to think about the
changes. |

Less currency risk: The most

rominent change the Euro will

ring about is the reduction of
currency risk within the Euro-
pean Monetary Union (EMU).
As separate national currencies
within the Euro bloc become
one, currency risk will be
eliminated for the member
countries, as will costs associ-
ated with conversion of a num-
ber of different legal currencies.

Strength of the Euro: As with
the value of any other asset, the
strength of a currency depends
on many factors including sup-
ply and demand. While there

will be no shortage of supply
(through bonds, bank loans and
stocks), the level of investor in-
terest in the Euro is unknowr.

The European Central Bank
(ECB) will determine monetary
policy for the countries adopt-
ing the Euro. One measure of the
new currency's strength will be
the ECB's credibility and its re-
solve to set a balanced mone-
tary policy. This 'market sen-
timent' factor will play a key
role in establishing confidence
in the Euro.

The Euro's relative strength
will also be affected by other
factors, such as fiscal and mon-
etary policy in Britain, Conti-
nental Europe. North America
and Japan.

Wit EMU, companies
within the Euro bloc will need
to become more efficient to
compete in a more open econ-
omy. As mané companies in
non-member European coun-
tries already have become more
efficient and competitive, these
businesses will continue to of-
fer good potential for investors.
As aresult, the Euro’'s impact on

investments in non-EMU mar-
kets could be quite minimal.
Investors will be required to
keep in mind that non-Euro
countries will set their own fis-
cal and monetary policies. This
means. investors should still
Ferfurm a ‘'country analysis' be-
ore making substantial in-
vestments in European coun-

tries that have not adopted the
Euro.

Bond market: The bond
market denominated in the
Euro should challenge the US
government bond market in
size. That would be good news
for investors. The Euro bond
market will represent the first
large, efficient alternative to
the US market, meaning greater
choice and liquidity.

The EMU bloc countries will
have enhanced economic
power, with a greater influence
on world trade and Interna-
tional Monetary Fund policies.
This stronger international
representation will help make
the Euro a favoured currency,
and enhance the attractiveness
of Euro-based, fixed-income in-
vestments.

—

US Wants Irish-type Peace Accord 1n
South Asia?

Aziz Haniffa writes from Washington

tion could have its way, it

would like to facilitate a
peace accord in South Asia as it
did in Ireland, the State
Department has hinted.

epartment spokesman
James Rubin however said
Washington would not take an
initiative like it did in Ireland
unless both India and Pakistan
agreed to a mediating role by
the U.S.

Islamabad has virtually
been imploring Washington to
get_involved in the Kashmir is-
«tt¢. but India has made it clear
that it will not tolerate any in-
ternational mediation and in-
stead would like to resolve it bi-
laterally with Pakistan.

In his briefing Rubin ac-
knowledged that President Bill
Clinton, while visiting Ireland
and speaking of the ﬁa%ns made
there, had expressed the ho
that the example could be repli-

.
IF the Clinton administra-

| cated between India and Pak-

istan and also between the Is-
raelis and the Arabs.
Asked if any new initiative
was being
ard to India and Pakistan, Ru-
bin said: "We certainly have the

ut together with re-

question of the President’s trip
being currently on hold and un-
der review and the work that
Deputy Secretary (of State
Strobe) Talbott has been doing
to try to deal with some of the
critical arms control issues.”
“Beyond that,” Rubin said,
“I'm not aware of a new proposal
other than to say that these are
the kind of efforts — as was the
case in Ireland and has been the
case in many other issues —
where one cuntiﬂjucs to work at
it, pressing, pus
e ﬂngkgsmanngsaid the ra-
tionale behind such "pressing
and pushing” was ultimately to
cajole both parties "themselves
to decide that they want to put

aside their animosities and.
_enmity.”

Rubin said, "That's where the
facilitator and mediator role
can best be served."

But he asserted that "in none
of these cases have we stated or
do we believe that the United
States can force the parties to
come to that moment of recog-
nition that it is better to reso
these blems peacefully than
to let them fester and risk

greater violence.”

Rubin denied that in the
wake of Independent Counsel
Kenneth Starr's report on Pres-
ident Clinton's sexual relations
with former White House intern
Monica Lewinsky, the adminis-
tration's credibility vis-a-vis
foreign policy and how the U.S.
is viewed internationally has
been eroded.

- He asserted that forei
leaders have expressed conii-
dence in and support for U.S.
policies and also for Washing-
ton's leadership on contentious
international issues from the
Middle East to South Asia.

Rubin also said Secretary of
State Madeleine Albright is
unwavering in her confidence
"in the President's leadership
and his ability to make sound

judgements in foreign and other
pol{gt areas.”

h regard to what forel
s sarl:

. leaders have said, Rubin

"My undcrstandln% of those
conversations was that in the
bulk of them the issue did not
come up at all. To the extent it
did come up, there was a diffi-
culty on the part of some in un-

derstanding the nature of the
situation.”

"But to the extent that fur-
ther views were expressed,” Ru-
bin said, "they tended to be
views in which the leaders ex-
pressed their appreciation for
the American policies that have
been pursued in recent years;
the leadership the United States
has shown on various issues,
and the importance to those
leaders that these policies con-

tinue.”
"On a al level," Rubin

added, "I would be surprised if

there weren't some expressions

of support.” .
Rubin maintained that de-

spite the crisis surrounding
' Clinton, there has been no
problem where Alb t was
concerned in getting s
dent to focus on and conduct
fore tary
bright has made it clear that
she has never had a problem in
recent months or years in get-
ting the President on the phone
when she needs him and

the work that she needs to do
:Llsn it needs to be done," he

e Presi-

policy. "Secre Al-
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