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Default Is Not Always Our

esident of
| ederation of Bangladesh
Chambers of Commerce and
Industry (FBCCI) this year,
Abdul Awal Mintoo towered
above most in the business
world, But his undoubted
charisma and charm went hand
in hand with controversy. The
FBCCI election was a bitterly-
fought alffair, even though the
results turned out to be a land-
slide for the Chairman of the
Multimode Group of Compa-
nies. arded as a higl';lir-in-
fluential figure in political cir-
cles, Mintoo evokes both admi-
ration and envy. The Daily Star
spoke to Mintoo in the lobby of
the Sheraton Hotel to find out
more about the man, his busi-
ness and his politics. Here are
the excerpts:

DAILY STAR (DS): How do
guu look at today's overall
usiness scenario? |

E_ VEN before becoming the

ABDUL AWAL  MINTOO
(AWM): I look at it quite posi-
tively right now. If you look at
the normal macro economic
fundamentals, it looks quite
sound. However, if you take the
issues specially employment
into account, we still have a lot
to do. It is getting better as our
internal economic growth is
taking place, the economic dy-
namics is taking shape, and ex-
port is going up. These are all
creating jobs. Nevertheless, the
rate of investment has to in-
crease so that three million
people coming to the job market
every year can find work.

If you look into our balance
of payment and (foreign ex-
change) reserve situation --
which was 1.6 (US) billion in
the beginning of 1997 -- it is
now almost like 1.9 (US) billion
and is quite stable.

And the rate of inflation is '

between 7 and B per cent which
seems not bad for import-based
production base while the value
of the currency is depreciating
continuously.

So, in aggregate, | think that
all the macro-economic fun-
damentals are, I would not say,
quite strong, but I would defi-
nitely say quite stable and
sound for the time being.

From that point of view, I
look at it quite positively. Nev-
ertheless, at the micro level, I
think that there's a lot of con-
tradictory thinking among the
policymakers in the govern-
ment.

Personally, I believe that in
an economy like ours, we
should not worry too much
about the deficit budget. Even if
you look at the IMF prescrip-
tion - recently they are shifting
their fundamental poligy.
Three years ago, IMF and World
Bank would be very upset with
deficit budget. But if you look at
what they have accepted lately
in Thailand, Malaysia; and In-
donesia accepted the deficit by
prescription. In fact, they
agreed with the Indonesian gov-
ernment to allow a 8.5 per cent
deficit of the GDP. If you look
into the last budget, the British
Government has by purpose de-
cided to go on 50 billion pound
deficit in the budget.

So. 1 am believer of the ini-
tial Keynesian theory, that is, it
does not matter if you have to go
on deficit in order to create tﬁe

the.

In an interview given to Toufique Imrose Khalidi, new
 president of FBCCI Abdul Awal Mintoo speaks out in

“defence of the business community, saying tax evasion is

low and loan default is not a private sector phenomenon.
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et in 1930, and they did not
Eav& a surplus budget until
1997. They took for more than
60 years to get the surplus bud-
gel. Let us go on for 10 years at

least to stimulate the growth
and then the government plan-
ners and the economists may
start talking about eliminating
budget deficit. Looking at vari-
ous countries in the world today
- such as Thailand, Indonesia,
Malaysia and even Britain -- we
should go on deficit, for stimu-
lating the economic growth,
creating employment and in-
creasing production to meet lo-
cal demand as well as for ex-
port,

Giving us 10 years of expan-
sionary economic policy would
be good enough to make the
judgement what kind of policy
we should have in the future.

DS: Now tell us what are the
real problems for business to-

day?

AWM: For a good business
and investment climate and
environment, you must have
certain fundamentals in order.
Even though many people think

Let us go on for 10
years at least to
stimulate the
srowth and then
the government
planners and the
economists may
start talking about
eliminating budget

deficit

employment, stimulating eco-
nomic growth. Only the devel-
oped countries can afford to
have a surplus budget or a bal-
anced budget. But if you look at
the United States, it was not
until Clinton that they are hav-
ing a surplus budget. This is the
first time since 1930 they have
a surplus budget, So I do not be-
lieve in the monet and fiscal
policy which contract the econ-
omy and reduce the aggregate
demand in the economy.
I think in a country like
Bangladesh where you need to-
create employment, our policy
objective should be economic
growth. However, reduction in
expenditure should come about
through reduction in expenses
on government employees. We
must cut down on the size of the
%mrernment and bring down the
osses in the public sector by
privatising the state enter-
prises. -

DS: Then how does the gov-.
ernment to pay for the

recurrent expenditures of the
state?

AWM: Firstly, they should
reduce the expenditure and
losses. Secondly, when you ex-
pand the economy, when you
stimulate the economic growth,
it will create lot of employment,
it will create demand and thus
will increase Ernductiun, So, ul-
timately the base of the econ-

omy will strengthen or broaden
aﬁ ther

eby you start collec
more taxes, more duties. - e

Ultimately, at one point or
another, when the economy
will grow itself bigger, the gov-
ernment  will collect more
taxes, and the budget will start
getting balanced.

DS: How this gestation
period should be? How long a
country ke ours should afford
to have a deficit budget?

AWM: Well, America had
gone into a heavily deficit bud-

that the physical infrastructure
is very important. But to me, for
a good business environment
and for local or foreign invest-
ment, the first and foremost is
the social infrastructure, For
example, good education sys-
tem, improved law and order
situation, workable adminis-
trative system, stable political
system, quick decision-making
rocess, transparent decisions,
Eess corruption, and a good ju-
dicial system where you can get
a fair judgement from the court
within a reasonable timeframe.
These are most important
factors which, in my opinion,
investors look at prior to get-
ting into long-term investment.
We are lacking here all these
tremendously. A lot of im-
provement has to take place in
our education curriculum, so
that the education can be made
responsive to the needs of the
society of today -- not of the
1920s and 30s when basic in-
tention of going through the ed-
ucation was to find a job only to
become a circle officer, a magis-
trate or a customs officer or
something like that. But no one
is looking: for these types of
jobs. Today parents are think-
ing of making their children a
good and educated human being
who would be a productive man,
who will produce things for the
society, who will create em-
ployment. Therefore, in my
view, social infrastructure  is
more vital for long-term eco-
nomic development that our
society is in reality lackin
much more than the physica
infrastructure.

The second most important
factor which is a major imped-
iment to economic growth is the
lack of physical infrastructure,
like roads, ports, transit points,
telecommunication, power sup-
ply, gas supply, water supp
etc. We do not have good roads
or a good transport system yet,
but | must say, considering our
need, we may but it is
more or less improving. I

. [growth) is 5.5
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started during the period of
President Ershad and he had
invested heavily in the road
sector. And the good thing is the
same policy continued. In fact,
the present government has
even increa the emphasis.

As regards, our telecommu-
nication, I think we are still far
below the level we ought to have
had. I think the basic line has
to be improved tremendously
though we are not feeling the
problem because of the cellular
telephone. Because cellular
systems are taking care of the
immediate problem of the gen-
eral customers. But truly speak-
ing, our basic line has to im-
prove substantially and the

overnment must privatise the
asic line for both improving
the services and increasing the
number.

Coming to the power situa-
tion, everybody knows what is
the problem with the power
supply today. We are talking
about shortage of power some-
thing like 400 megawatts. | be-
lieve our real shortage is some-
thing like 1500 megawatts if
you add the suppressed demand.
We are in fact suppressing the
demand. In every civilised soci-
ety or in an industrially devel-
oped society, if you ask for the
telephone, you get it the same
day, not the day after. You ask
for power, you get it the next
day.

Here you do not get the power
line when you want. You cannot
judge the demand in terms of
shoriage based on the connec-
tion already given. Load shed-
ding is taking place where only
the connection is given. There
are thousands, perhaps mil-
lions, who are in need of elec-
tricity and are waiting for it. So
when you add up that demand, I
think our real demand or
shortage will be at least 1500
megawatts.

d mind it, today our GDP
per cent on an
average. The rule of thumb says
the demand for power usua}i}r
increase by 2 to 2.3 times that of
GDP growth. So for every per
cent of GDP growth, you need
extra 2.3 per cent growth in the
power supply. The current 5.6
per cent GDP growth means our
minimum required growth in
power supply should at least
13 per cent. But I think
Bangladesh is in a position to
o into 7 and 7.5 per cent

racket in the next two or three
years.

DS: Now tell us something
about the big problem - the
roblem of default culture, the
oan defaulting borrowers get-

ting away lcnt-&e;; Thl:ure s a
&aﬂ:ﬁ am peo

as re act:;fn the medf:nt.l’:r:‘:
this acts a un factor for

businessmen of t inter-
::: . How far is this feel-

FBCCI going to go to protect the
defaulters? »

AWM: There is no question
of protecting the bad borrowers
or defaulters. | would rather say
that the law of the land should
take its own course. In no way
and under no circumstances, we
at the FBCCI are going to take a
position against that. Laws
must be applied fully. But it has
to be done in a rational man-
ner.
There is hardly any country
in the world where bad loan is
not a problem. Almost all the
countries in the world have an
average of 20 per cent classified
loan portfolio.

So, it is natural that we can-
not be exceptions jn a count
where institutions are still
weak, regulatory mechanism is
still evolving and all reforms
that are needed to streamline
the system are yet to take place.
We cannot improve the situa-
tion stiddenly.

In fact, there is some mis-
conception about the whole

? How far are you at

thing, and may be some misrep-
resentation of facts. One should
understand that all classified
and overdue loans are not bad
loans, but the public is getting a
different perception; which is
far from the reality. Loan giv-
iig and repayment is a contin-
uous process. Today's non-per-
forming account will be a regu-
lar account tomorrow. This
must not be politicised.

In this regard. [ would sug-
gest the government should set
up a committee to find out how
much is really bad debt. Of this
bad debt, how much has been
carried over from the Pakistan »
days, how much in the private
sector. how much of the bad
debt portfolio is interest and
penal interest or other charges
added to the account. Also how
much of the bad loan is in the
government sector,

The issue of bank default is
brought to the fore at times de-
liberately even when the prob-
lem may r.ot be very serious.
For instance, if there's some
kind of pressure to denation-
alise a state-owned bank, some
tend to propagate the idea that
the private entrepreneurs are
destroying the banking sector.
That serves the purpose of the
anti-privatisation proponents
for the time being. But does it
serve the purpose of the state,
the people in general. Why don't
they say why and how default
comes into being? Why don't
they say what is the percentage
of public sector default in the
total bad debt portfolio of all
banks?

In fact, a group of people is
doing dirty politics with the is-
sue of default. They are always
trying to give the idea to ordi-
nary people that defaulters be-
long to only to the private sec-
tor. In re it{. which is known
to these people, the public sector
default is more or less half the
total bad debt portfolio of
banks.

Then one must also look at
the reasons why an account be-
comes non-performing. Who
pays for the loss of production
during hartal, flood, natural
calamities, corruption, delays,
red tapism, lack of infrastruc-
ture, port closure, gherao, polit-

ical instability, incansistency
in government policy, high tar-
iff and duty structure, politi-
cised labour, inefficiency in bu-
reaucracy. All these increase
our cost of production. The in-
dustry loses money and the bor-
rower cannot pay on time.

DS: So, the whole issue of
business, bad debt have a lot
to do with today's politics or
political estab ent...

AWM: Yes, that's a question.
Why is there default in the
banking sector? For years to-
gether, we are fighting unneces-
sary political battles ... by call-
ing hartals, forcing production
line to be shut down for no fault
of the investors. For no fault of
mine, I fail to respond to my
h:i,rera in time. Rather | am pe-
nalised by my clients in various
forms because | failed to keep
my commitment, How do | have
to pay for it?

Do we have to pay for power
failures? Don't | pay for it?
Don't 1 pay for port yse? Why
should the country's economic
lifeline be closed down without
any notice? With this kind of a
situation, you cannot expect
anything better. Business in
this country unnecessarily be-
comes expensive at times. These
are costs we are not supposed to
take into account when we start
up a project.

DS: A lot of people are talk-

ing about the accoun
in B esh, which they say
is far below the international

standard. In fact, accountants
also admit privately that
there's not a single account

properly audited. is ...
AWM: | think our accounting
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system is quite standardised,
which has followed the British
system. One can talk about
what we call creative account-
ing, which means you have two
books. One to show that you
have fewer sales and less profit
and another reflects the actual.
But | think with proper moni-
toring, proper enforcement of
the laws we have. this problem
can be overcome. -

There is another problem.
Sometimes it is difficult to as-
sess our tax. Our business peo-
ple or their employees are not
educated enough to record their
sales and profit properly. Thus
it is very very difficult to de-
termine the exact amount ...
how much is the actual profit of
a small business or how much
they are supposed to pay in tax.
But when it comes to big busi-
nesses, the scenario is ditferent.
I think very seldom can they
evage tax or manipulate. For
banks, insurance companies or
big industries, it is difficult to
find ways of malpractice. You
can manipulate some figures,
but not the book.

And I think our profitability
is much lower for industries.

first three

Fault

because of the dual s it is
ifr-y difficult to enforce the tax
WS,

to deal with “Ilm call
massive and

ciency in the tax collection
mechanism?

AWM : Let me list the steps

that need to be taken.

Bring government employ-
ees under tax net.
Reform and simplify tax re-

T Fochacs tak .

Audit tax return at random .

only and save human resource
to go after who are not filing tax
return at all.

Those who are filing tax re-
turns first time -- their return
should not be audited for the

Divide NBR into two entities
-- a) Customs plus VAT b) In-
come tax

Educational campaign for
tax offices as well as .

Appoint tax ombudsman so
that taxpayers can get fair deci-
sions immediately if there is
any dispute between the tax de-
partment and taxpayers

Introducing penalty includ-
ing prison terms for not filing
tax return.

DS: Do you pay your taxes

AWM: Yes, | do. Because as |
told f'uu big businesses have
y

hardly any chance to evade
faxes.

IHHnImchdnm as
your personal income
AWM: Well, I can't give you

the figure right now. I have to
check.

DS: How much, approxi-

mately?

AWM: Well, if you come to
my office, | can show you the
records.

DS: Why isn't it so that Ab-
dul Awal Mintoo or Salman
Rahman or Aziz Mohammad
Bhali is the highest personal in-
come tax payer in ?
Why is it that a civil contractor
mmnljpurﬂnﬂtuplthn

AWM: Civil construction is
something in which profitabil-
ity is very high. In our busi-
nesses, profitability is not that
high. And in fact, our income is
not that much. We pay corpo-
rate tax. My pessonal income is
not that mucﬁ'.:

DS: Before we conclude, let
me ask you about one of the
most im t national issues
today. How do you look at the
government handling of the
process of the gas/oil
blocks to foreign exploration

companies?

AWM: | feel government
handed the matter in the right
manner. Basically, evaluation
was done by a very renowned
(firm of) consultants. However,
foreign companies are not very
happy due to delay in making

One should un- I

derstand that all
classified and
overdue loans are
not bad loans, but
the public i1s getting
a different percep-
tion, which 1s far
from the reality

But it's very very high for trad-
ing and for those who act as
agents for international ven-
dors. How do you monitor their
income? So these are the people
whufprnhably enjoy everything
in life,

DS: But there are widespread
allegations against business-
men that they do not pay taxes.
Even we hear that no business-
man in esh pays his or
his actual tax. And this has
been an open secret that there

exists an unholy nexus between
tax collectors and big tg:trerl.
How do you respond to ?

AWM: No, I do not agree.
This was probably true five or
six years back when it could
have been about 20-30 per cent.
Today it may be about 10-15 per
cent. But we have problem with
the tax department also. So far
as my information goes, 80 per
cent of the human resources in
the tax department use their
time and resource scrutinising
the ple who pay their taxes.
They are hardly giving any time
to get those people who are not
paying their taxes and bring
them under the tax net.

So one of the points | have
always emphasised is that they
should give maximum efforts to
bring more and more people
under the tax net. Find out
those who are supposed to pay
taxes but are not paying taxes.
Another problem -- government
employees do not have to pay
any taxes, Many believe that
maximum accumulation of
wealth today is with them. Laws
must be changed to bring them
under the tax net.

The system's loss in the col-
lection of duties and taxes is
somewhere between 20 and 30
per cent. And the government
can easily find it out. They can
have a survey of the owners of
every single shop, every single
building, every single house. It
is very easy to find who are pay-
ing (taxes) and who are not. But

- We have 62 per cent

the decision. I am now worried
because the world energy mar-
ket scenario is changing very
fast. Last year, oil price was
USS 18.00 per barrel. Now, it is
under USS 10.00 per barrel. The
IMF ‘has just revised the fore-
cast of global economy that
world economic Growth will be
only about 2.1 per cent, down
from 2.8 per cent. This means
the world economy is driving
towards some form of reces-
sion. The oil companies are
now changing their strategy
and have been careful about
new investment in exploration.

I believe the government
should negotiate (with the com-
anies) quickly and sign the
ESC&. Our nation cannot afford
to miss another ngrurtunit}r.
the popu-

lation under poverty. we need
capital to build our infrastruc-
ture. On the other hand, we have
the natural resources which
should have been explored
many years before to improve
our economy and to fight

poverty.

| am also worried for an-
other reason. Unless we start
using the natural gas quickly,
who knows in a few years there
may be some new technology to
replace oil or gas as a source of
energy. Twenty years ago, there
was no use ol natural gas and

who knows what will happen 20

years from now.

Therefore it is absolutely
vital to quicken the process of
decision making so that the na-
tion can benefit from its assets
and resources.

It will be a very bad sign for
foreign investment if big oil
companies lose their interest in
Bangladesh.

DS: Thank you for your
time.

“lided with another truck coming from the opposi

" The Week
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Amartya at Home |l

Nobel laureate Amartya Sen, §
the first Asian to win the Nobel |
Prize for economics, came to
Dhaka for a four-day visit, start-
ing Dec 16. the visit, he
was given honorary citizenship
of Bangladesh by Prime Minister
Sheikh Hasina.

Sen's ancestral home is in
Manikganj and he had his early
childhood in Dhaka, including
schooling at St Gregory's in
Wari.

He delivered lectures at the Centre for Development
Management, and at the National Museum.

Clinton Goes to War ...

The United States air and naval forces backed by British
military aircraft launched a four-day blitz on Iraq, staring Dec
17. President Bill Clinton ordered the air attacks and accused
Iraq of violating UN Security Council resolutions. America
claimed that Iraq had “failed to with UNSCOM with
the arms inspection.” Iraq denied the accusations, and
termed the attacks as naked Russia and China
joined Arab and Muslim countries in con the attacks.

The air cam was called off on Dec 20, there
are always possibilities that this may start again. The com-
mon people and most newspapers in Irag saw this as a victo-
ry. “Iraq does not deserve, but with God’s help,” read
the newspaper published by Saddam Hussain’s Baath Party.

... And Gets Impeached

While the attacks on Iraq were in full swing, the US House
of Representatives impeached President Clinton on two
counts of perjury before a federal grand jury and obstruction
of justice. This made him the first t in 130 years to
ﬁt impeached, and the second t in 222 years of US

story to be sent to trial in the Senate. Clinton was defiant
after the impeachment, saying he won't resign. A two-thirds
vote would be needed in the Senate to remove him from office.

Friends of Bill Speak Up

Former presidents of the US Gerald Ford and Jimy Carter
proposed on Dec 21 to end the impeachment proceedings
against President Bill Clinton with a bipartisan censure reso-
lution stating that he lied under oath.

The linchpin would be language stating that Clinton
accepted the findings in the resolution. But his admission
that he lied cannot be used against him in a future trial.
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Forever Buddies

India and Russia signed a 10-year defence cooperation
accord on Dec 21, extending their existing military links to
2010. The agreement was signed during a two-day official
visit to India and extends a similar aceord which would expire
in 2000. The partnership arose from neutral interests and
common desire to live in a stable world.

Teacher’s Shame

Prof Shahiduzzaman of the department of the internation-
al relations of Dhaka University was suspended on Dec 20 by
DU Syndicate for sexually harassing a female student of the
university.

The Syndicate took the decision on the basis of an interim
report of a fact-finding committee. This is the first time that
a teacher of the university has been suspended for sexual
offences.

Murder at Tramps

Film star Sohel Chowdhury was shot dead on Dec 18 in
front of club Tramps in Banani. He was shot by some uniden-
tified gunmen infront of Abedin Tower on his way to the club
at 3 am. One of his three accompanying friends, Kalam, was
also bullet hit. Two bystardeus, Dayan, 35 and Nirab, 21,
were caught in the crossfire and hurt.

Adnan Siddique, one of the assailants, were caught by two
employees of Abedin Tawer and harded over to the police. A
case was filed with Gulshan thana by Sohel's father. His
heartbroken family knew of noone who could do this to him.

Buriganga Claims 15

At least 15 people drowned on Dec 17, when a privately
owned passenger launch partially sank in Buriganga in
Narayanganj district. Many were trapped in the launch.

The overloaded launch-Green Arrow was on its way from
Dhaka to Munsigang. The excess number of people (200) and
defective settings were the main cause of sinking. The driver
and staff of the launch fled from the scene.

Fatal Attraction

At least six people died and 21 fell sick on Dec 15 after
drinking toxic ligor at Fulzari, Feni. According to police
sources, trese spurious rectified spirits were obtained from
homeopathic shops at the local bazaar.

Doctors Not on Call

Interns of eight government medical college hospitals
accross the country went on indetinite strike on Dec 16,
demanding enhanced remunevation. This caused the closure
of the outside patiens’ Department of Dhaka Medical College
Hospital (DMCH) which left many stranded. The only operat-
ing unit was the emergency unit on the first day of the strike.

Baby Taxi’s Baby

A woman gave birth to a baby boy in a baby taxi (autorick-
shaw) on Dec 15 in Narayanganj, or her way to hospital.

Hasi Begum, wife of Shah Alam, was being transferred to
DMCH from Narayanganj Hospital when birth related compli-
cated arose. She gave birth on the way. Health conditions of
both were reportedly good.

Cop Kills Cop

A policeman shot and killed a fellowcop on Dec 17 at the
residence of the deputy commissioner at Babar Road,
Mohammadpur. The victim was identified as Naik
Mohammad Shahidur Rahman, 35, and the alleged killer as
Sheikh Bakul Hossain.

The incident supposedly took place when Rahman, dis-
pleased with constable Bakul's negligence wasabout to lodge
a formal complaint. Angered, Bakul shat him from behind.

Trucks Go Head-on

Ten people were killed and three others injured when two
trucks collided in foggy weather on Dec 18, on the
Mymensingh-Sherpur Highway.

A Sherpur bound truck loaded with potatoes col-
te disection.
All 10 were travelling on the potato loaded truck. Drivers of

both trucks were absconding.

Night Terror on the Road

Thirteen people were killed and 40 injured on Dec 18
when the Khulna bound ‘Shimanta-Express’ train ranmed a
Chuadanga bound night coach at Kashipur level-crossing, in
Jhenidah, Jessore.

Ten of them died on the spot, and the nest were taken to
hospital of which seven lay in a critical condition.

Survivens and witnesses said that the gate of the level
crossing was open and there was no gate man on duty at the
time of the accident.

Koirala Goes

Nepali prime minister Girija Prasad Koirala resigned to
e way for the formation of a new coalition.
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