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THE second Russian war
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Grozny
. ber, 1999.

‘Chechnya of the cent

of the
the fifth
against
IS in

full swing.” Most of the north of
Chechnya is under the control

against Chechn
A post-Soviet era
military campaign

of Russian forces. It is now a

hungry pulated land. Many
Lowns an ages are in ruins.
More than two hundred thou-
sand Chechens have fled the
country and are now living in
make-shift refugee camps in
eighbouring  Ingushetia.
%lnmnds have died. Grozny Is
under sfege. It is under continu-
ous bombardment from Russian
guns and planes. Yet in spite of
overwhelming superiority in
firepower and manpower (the
ratio is over thirty to onej, a
Russian victory is not in sight.
In order to guarantee his vic-
tory in the March Presidential
elections, Putin hgd wanted to
take 31 of Decem-
e Chechens are
putting up lierce resistance. The
number of Russian casualties {s
on the increase. Although most
political commentators discard
a quick Russian victory. there
is no dn:g: %T #ner or later
Gro . The surviving
Chegl?en fighters will take
refuge in the southern moun-
tains to wait for another day
and the ongoing independence
war will continue as before with
a briel respite.

Several questions come (o
mind at this point : at is the
origin of this conflict? What do
the Chechens want? Why have
the Russians started this war
now? What are the Russian ob-
jectives? What is the Wesl's
stand on this issue? Do the
Americans and the Europeans
have a common policy? Can the
Wesl put pressure on Russia (o
reach a political settlement
with the Chechens?

Fromi an ethnic point of
view, the majority of Russians
are Slavs and are Orthodox
Christians by religion. Accord-
ing to the Russian constitution,
Chechnya (only 5800 sq. miles)
is one of the twenty-one ethni-
cally based republics which
form the Russian Federation. It
is located in the Caucasus, on
the southern rim of the Federa-
tion. This is a mountainous
area which has been home to
more than 50 separate ethnic

Froups. speaking dozens of dif-
erent languages, for thousands
of years. The Arabs named the
Caucasus as Jabal al Alsine, the
mountain of languages. They
may speak different languages
but they have one characteristic
in common, i.e. they are a
fiercely independent people.
The Chechens. who are not
Slavs and who number only a
million people speak a lang 'age
— the Nakh group of Caucasian
languages — which has nothing
to do with Russian. Arabic
script was used for the written

e until the middle of the

1920s, when it was replaced by
the Latin script.ﬁuﬂm
imposed the Cyrilfic Script in
1938, but in the cﬂ?&?‘.i& af-
ter the dissolution of the Soviet
Union. the Checehens went
back to the Latin alphabet. The
Chechens are Muslims not Or-
thodox Christians and have
vigorously fought for centuries
to have a separate identity.
Thus we see that ethnically, cul-
turally, linguistically and even
from a religious point of view,
the Chechens have nothing in
common with the Russians. So
the question is: How and when
did the Chechens come under
the Russian rule?

In the first half of the nine-
teenth century. Czar Alexander
| and Czar Nicholas I vigor-
ously pursued a policy of trrri-

i
lorial expansion, as a resu of
which vast swathes of territory
in Europe and Asia came under
Russlan control. In the Cauca-

- sus, Russian incursions started
- even earlier .As a pa

Czarist imperial cy. which
was very much in line with the
colonial pﬁlclea of other Euro-
pean countries, the Russlans
started mounting itions
in tlhe a%nhucnal&n ries én
early teenth century. So
this is a three hundred-year-old
conflict. While the Caucasians
understood and appreciated the
value of main economic
ties with the Russians, they,
articularly the Chechens,
ercely resisted these military
incursions. One of their leg-
endary leaders, Mansur, died in
the closing days of the eigh-
teenth mtu? after beln$ en
risoner by the Russian lorces.
n the first decade of the nine-
teenth century, Russian rule
was established by hoolt or
crook in most of the Orthodox
territories of the Caucasus like
Georgia and the surroundm%
principalities. This territoria
ain made the position of the
uslim territories of the Cau-
casus miilitarily more difficult."
The Chechens, under the lead-
ership of Imam Shamil. con-
tinued to resist the Russian in-
cursions until 1859, when the
were completely defeated an
Chechnya was officlally incor-
porated in to the Russian em-

ire. |
3 Even tho the Chechens
conceded deleat for the time
being, they never Inst an oppor- ¢
tunity to rebel against the Rus-
sian rule. The objective was al-
ways (o win back their inde-
pendence. They rose up in anns
against Russian occupation af-
ter the Russian Revolution in
1917, again in the thirties and
the forties. Stalin was so infu-
riated by the Chechens in 1944
that he deported the entire pop-
ulation to remote regions in
central Asia. Many perished in
exile and the survivors were not
allowed to return to their home-
land until 1957, when Stalin
was luckily dead. Again, in
1991, when the vast Soviet em-
pire (Russian territorial expan-
sion had continued unabated
both in Eastern Europe and
Asia under communism] was
about fo fall, the Chechens, un-
der the able leadership of Du-
dayev declared themselves in-
dependent and in December,
1994 the Russian President
launched his [irsl
(1994-1996),

Yeltsin
Chechen war
which according to most ex-
perts left nearly one hundred
thousand. (mostly civiiians)
dead. a country totally devas-
tated and three hundred thou-
sand Chechens in refugee
camps. In spite of their vast
numerical and technological
superiority, the ‘Russians lost
the war and the Chechens won
back their independence al-
though a final decision on the

-%t utional status was |
- pam 2001. The Rus-
sians.and the Chechens signe

‘peace a

da
ment pledging never
to use force, or threat of force
again. If that was the agreement
why did Yeltsin feel compelled
to launich his second Chechen
war only three years after giv-
ing thal pledge? What made

break his pledge? Is it because
he never intended to keep his

pledT%c?

ere is no doubt that Presi-
dent Yeltsin is a vengelul man.
Of course, he wanted Lo restore
Russian pride as soon as possi-
ble. So was this the only reason
why he started this war? No,
there were a number of other
hidden reasons and they had
hardly anything to do with the

of the

— e —

DHAKA FRIDAY, JANUARY 28, 2000 The Daily Sher 7 =

LETTER FROM EUROPE

Chechnya, Russia and the West
. by Chaklader Mahboob-ul Alam

We see that the West does have a leverage over Russia. It can certainly start putting economic
.pressure on Russia with a view o restraining its policy of committing genocide in Chechnya.
If Russia is not stopped now, it may feel tempted to take its war to Georgia — remember
recent Russian interventions in Georgian provinces of South Ossetia and Abkhazia —
and Azerbaijan with the excuse of bringing them back to the fold.

Chechens but with Russia’s in-
ternal situation. As the
Chechen President Aslan Mas-
Jadov said in an interview with
the German weekly Der Spiegel

. in September 1999, "The Rus-

sfans always play the Chechen
card, whenever they have par-
llamentary or presidential elec-
tions. It is even more true noOw
because Yeltsin and his clan
fear that the new President will
send them to prison as soon as
he takes office.”

The Russian internal situa-
tion had slowly but steadily de-
teriorated over the last few

.In 1991, when the old So-

viet Union started to disinte-
te. Boris Yeltsin became the
first elected president of the
Russian Federation, the largest
of the constituent parts of the
Union. His political agenda was
very impressive. The brutal
authoritarian political system
would be dismantled and re-
placed by western style democ-
racy under which the rule of law
would be established. He
promised to reform the corrupt

‘and inefficient Soviet economic

system and in its place intro-

uce market economy. He would
increase the standard of living
of the ordinary people. He
would restore Russian pride. It
was Indeed a formidable task to
accomplish all this. The expec-
tations were great. The Russian
people had been led to believe
that a prosperous new order was
in the offing. They thought that
they could have all the material
advantages of capitalisn and
at the same time retain the mil-
itary power of the Soviet era.
For a time it seemed the Rus-
sians could pull it off under the
prime ministership of Yegor
Gaider. But the odds weré too
great and the vested interests

owerful. .

eltsin, who did not have
any knowledge of economics
became more and more Impa-

tient and started acting as
though economy could be re-
formed merely by passing de-
crees, He became suspiclous of
evervbody and everything. He
surrounded himself with his
family menibers and a few
cronfes. His main objective in
life had become somehow or
other to hang on to power. In
order to divert public attention
from his own fallures, he
started his first Chechen War.
His adventure in Chechnya fur-
ther weakened the economy and
the humiliating defeat suffered
by Russia's armed forces re-
vealed the organisational and
technological weaknesses of the
military. No wages were paid
for months to millions of
workers, miné€rs, soldiers,
teachers all*over Russia for lack
of funds. “Beggary, penury,
crime, alcoholism”™, and a vir-
tual breakdown of law and or-
der made living conditions al-
most unbearable. The ordinary
people just could not under-
stand what had happened to
their beloved country or what to
do to avoid a complete collapse
of the steadily degenerating
state. They became increasingly
angry and that anger was
turned on capitalism, the new
economic order. Public support
for Yeltsin started to wane.

Not everybody was against
Yeltsin, however. Taking ad-
vantage of the privatisation
scheme a few members of
Yeltsin's inner circle became
fabulously rich. They con-
(rolled banking, finance, Insur-
ance , mining, encrﬁy and al-
most all other branches ol the
Russian economy and of course,

too

the media. They paid hardly
any taxes and transferred a
large share of their profits to
numbered accounts in foreign
countries. They, in effect, be-
came the power behind power.
The ' »eeded Yeltsin to amass
eveil & .o er wealth and Yeltsin
needed ti.oir money to finance
his election campaigns. It had
become a viclous circle. Accord-
ing to many reporters, Yeltsin,
who had earmed a reputation in
the Soviel era of being an hon-
est man with an austere
lfestyle took to luxurious lv-
ing. He built dachas all over the
country for his personal use, By
some accounts, he and his
daughter accumulated millions
of dollars, deposited in foreign
countries.

No wonder eYerything came
to a head In August 1998, The
rouble collapsed, the stock
market slumped and the (nfla-
tion shot up to 100% p.a. The

overnment defaulled on $40

illion of rouble bonds and the
Russian financial system vir-
tually collapsed. The West came
to its rescue with a huge stabili-
sation [und. By now Yeltsin, as
a political power, had become a
spent force. In a desperate bid to
stave off total anarchy and a
possible military coup, Yeltsin
changed his Prime Minister in
late 1998. This time he chose
Primakov. a former head of the
KGB, who was considered Lo be

an able administrator. Al-
though not a visionary re-
former, Primakov turned out to
be the right man f(or the job —
powerful enough to take on the
oligarchs, smooth enough to
build up a working relationship
with Yeltsin's enemies in Par-
llament and honest enough to
restore some conlidence in gov-
ernment..
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Russian soldiers place the body of a dead comrade next to other killed Russian soldiers near
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Yeltsin started becoming
ealous of his Prime Minister,

makov would probably have

been allowed to totter along
until the presidential elections
had he not posed a threat to
Yeltsin's (nner circle. Pri-
makov's downfall was precipi-
tated by his initiative in early
1999 to start investigations
into the affairs of the Yel!sin
clique. which in Russia : nd
elsewhere is known as “the
Family”. This was a dangerous
situation for the Family.
Throughout Yeltsin's winter

{liness, Primakov had built up.

a solld reputation among the
Russlans as a man of Integrity .
Although he had produced no
economic miracle, his austere,
prudent style had at least re-
stored some political and eco-
nomic slabi?

chances of winning the presi-
dential elections in 2000 were
increasing day by day. Some-
thing had to be done quickly to
protect the interests of Yeltsin
and "the Family”, So the Fam-
ily decided that the best way to
achieve these results would be
to get rid of Primakov as Prime

Minister (to weaken his
chances in the dpresldr:nllal
elections) and to do evervthing

necessary to find a successor to
Yeltsin who would be more
amenable to pressure “om
them.

Primakov was fired in
May. 1999 and replaced by
Sergel Stephasin, who did not
fit the bill either. He lasted only
three months. Finally, “the
Family” found their man In
Viadimir Putin, a former spy
who considered himself as a
disciple of a former KGB boss
Yuri Andropov, who ruled the
Soviet Union in the early
eighties. So in August, 1999
Viadimir Putin was appointed
as the Prime Minister. Accord-
ing to many political observers,
subsequent events seem to Indi-
cate that a deal was struck be-
tween the oligarchs and the
new Prime Minister. No efforts
would be spared to promote
Putin and his Unity Party with
the objective of winning the
parliamentary elections, alter
which Putin's name would be
put forward as the successor to
Yeltsin. Once Puliit's chances
of winning the preside: ‘jal
clections (to be held in Mi-cch
2000} were more or less assured,
Yeltsin would step down after
appoipting Putin as the acting

8 President, thus combining the

TN

an APC on the outskirts of Chechen capital Grozny Tuesday. Chechen snipers firing from
cement bunkers fought federal soldiers W-dnesday in a building-by-building clash for con-
trol of Grozny's key Minutka Square amid unprecedented criticism of the war effort in Rus-
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offices of the Prite Minister
and the President in the same
person, i.e. Putin. In return
Putin would sign a decree giving
complete immunity to Yeltsin
and his close assoclates {rom
prosecution on charges of cor-
ruption. All this seemed fine
and dandy as far as a plan could
be. But the crucial question was
: How o Increase Putin's popu-
larity rating from zero to 50%
or 60%, which would assure the
success of the plan? Everything
hinged on that factor. Nothing
raises the patriotic zeal in a
poor dispirited people than a
war against a hated enemy. So
an enemy had to be found
against whomn a war could be

ity. Primakov's

launiched with the possibility of
a qulick victory.

Since their humiliating de-
feat in 1996 at the hands of the
Chechens, the Russian armed
forces and the secret service had
been licking their wounds and
looking for an opportunity to
rcstore their pride. They also
wanted a larger share of the fed-
eral budget. Chechen incursions
in Dagestan with the intention
of establishing an Islamic re-
public there {n August 1999 and
several bomb explosions In
Russian cities killing hundreds
of civillans gave Yeltsin and
Putin the perfect excuse to
launch the second Chechen war
of the post-Soviet era. (It Is a
pity that the Chechen President
could not establish his author-
ity over the unruly Chechen
warlords.) Although no proofs
were submitted, the blame for

., the bombings was firmly laid

on the Chechens, Many presti-
glous Weslern analysts and
even some opposition leaders in
Russia have also raised doubts
about these charges. They have
even gone so far as to suggest
that in order to formment war
fever among the public, the
Russian Secret Service
(remember Putin was until re-
cently the head of this organi-
sation) carried out these bomb-
ings.

The war has already served
most of its immediate purposes.
Putin’s popularity rating has

one up from zero to over 60%,
is party has won a landslide
victory in the parliamentary
elections opening up the possi-
bility of the Duma and Krem-
lin working together, not one
against the other , for the fist
time after the collapse of the
Soviet system. Yeltsin has re-
signed and Putlin appointed as
the acting President. Putin has
already signed a decree giving
immunity to Yeltsin and his
close assoclates from prosecu-
tion. Russian pride has to some
extent been restored. If the Rus-
sians can take Grozny by the
middle of February and con-
tinue to manipulate the media
to hide the real number of Rus-
slan casualties, the chances are
that Putin will become the Pres-
ident at the end of March 2000
Everybody seems to have won
except the poor Chechens. But
who cares? Can the West do
anything to alleviate their suf-
fering?

Until now the West has fol-
lowed a policy of appeasement
Although it has deplored the
indiscriminate use of force
against the Chechens, it has not

openly rejected Russian con-
tention that it is a Russian in-
lernal matter and has paid lip
service to the ideal of waging an
“anti-terrorist™ campaign
withoul any collateral damages
particularly among the civil-
ians. The Western politicians
argue that if they push Russia
too hard, then it may plunge
into anarchy or disintegrate or
suceumb to an ultra-nationalis-
tic milltary coup. Actually it
seems that the West lacks a
common policy on Russia. Clin-
ton has made some empty
threats such as "Russia would
pay a heavy price”, if it contin-
ues with its policy of indiscrim-
inate killing of the Chechen
civilians. Europe has threat-
ened Russia with the suspension
of its membership of the Euro-

pean ouncil
T 3 b Ll = - TE

- is true, Russia is still an
impu. «ant nuclear power with a
huge army. It is not expectad
that the West would take mili-
tary action against the Russians
to defend the Chechens. But

there are other ways of putting
pressure. The West can hit them
in their pocket. Russian econ-

— ——

omy s being sustained by loans
from the West |, s frem
the IMF and eve knows

that the US iIs it, most impor-
tant paymaster. A ro estl-
mate of the Russian debt situa-
tion will show how eri the
Russian economy is: g
to some estimates, the govern-
ment owes approximately one
httmdrcdo:]lluon raublendto its
citizens only In €s an .
slon arrears. It :waﬁn bﬂum
dollars to the IMF and the
World Bank. Russian debt to the
holders of Eurobonds, the Min-
fins, to the Paris Club (Western
Fovcrnmcnts of which Germany
s the largest single contributor)
and to loreign private sector
creditors Is astronomical. The
Russian government has got
into the habit of defaulting on
repayments. Actually the US
and Europe have bent all rules
to accommodate Russia as far
as the restructuring of the loans
are concerned. It is a joke that
with such a precarious eco-
nomic situation, Russia wants
to join the G7. One need not be a
mathematical genius to realise
that the billions of dollars that
Russia is spending to destroy
Chechnya are Indirectly com-
ing from the loans given by the
West, admitsedly for other pur-

Besides this absolute finan-
clal dependence on the West to
keep its economy going. Russia
has got other reasons to be
grateful to the West. In 1998, the
US and Europe gave more than
a billilon dollars to Russia for
projects like nuclear safety,
market reforms, education,
health care etc. Although the
exact amount for 1999 s not yet
avallable, it is estimated that a
similar amount was given in
ald to Russia for such mundane
activities as supporting four
thousand of Russia’s best teach-
ers, buying books for its public

libraries and of course, fighting -
nuclear contamination.

So we see Lhat the West does
have a leverage over Russia. It -
can certainly start putting eco-
nomic pressure on Russia with

a view to restraining its licy
of committing genocide in
Chechnya. If Russia is not
stopped now, it may feel

tempted Lo take Its war to Geor-
gia — remember recent Russian
interventions in Georglan
provinces of South Ossetia and
Abkhazia — and Azerbaljan
with the excuse of bringing
them back to the fold. Why is
the West behaving in such an
indulgent manner with the
Russians?

If I were a man with little
faith in the sincerity of human
motives, | would be allowed to
think that Russia and the West
have already reached a seciet
understanding on geopolitical
strategy in this part of the
world : That Russia would not
create trouble in southerm Cau-
casus over the construction of a
pipeline between Baku [Azerb-
aijan).and Ceyhan (Turkey),
which would give effective
control over Caspian oil and
gas to the West. In exchange,
Russia would be allowed to
destroy the Chechen indepen-
dence movement without any
intervention from the West.
Thus Russia would get back its

control over the already
existing Makhachkala-
Novorossik pipeline, which

runs through Grozny. This
strategy will at the same time
seriously undermine Iran's po-
sition in the area, who happens
to be a common enemy of the
Americans and the Russians.
Only the future will reveal
whether these are wild conjec-
tures or there is some truth in
all this

—

——

Priceless or Valueless?

HE media has been publi-
cizing adequately the
weaknesses of the current
deplorable political culture, as
the politicians are very much
exposed to public life. The In-
stability in the politicians in
understandable from the his-
torical background of absence
from governance for 16 years.
The gait is staggering, and
the public policies muddled.
Add the greed for power and
money, and there {s no room
left for alibis, except for mate-
rialistic hedonism, displayed
with uncouth taste. The pr -
ative of the regime in power is
being misused openly, in the
name of fertile ideologies of the
chameleon class. The masses
are Indifferent to the nuances
and artificial finesse of the var-
ious slances, whether it be to
the left, ri
off-centre; excluding ‘funda-
mentalism', as defined in
Dhaka, or for that matter
Bangladesh.
e proof of the pudding lies
in the

as it Is public property. and no
private or clandestine dining-
room, partles are permissible,
to the codes of the

acco

constitution. After aking of
the feast. comes the di ve
period. And the society could
not ﬂeﬂ most of the fes
offered for nearly three des.

The fault is with th_: menu,

ght, centre, or slightly

eating, but before that the
pudding must be clearly visible,

by Abul M Ahmad

or with the gourmets? It is a
metaphysical question: who is
the greater offender, the trend-
setter, or the follower. The lat-
ter is in larger number, and
more visible in their acts of
omissions and commissions.
Political styles tend to leak out
and pervade the other sectors of
the society, as those behind the
operations are powerful mem-
bers of the society. The fish first
rots at the head, therefore spin-
ning tales have no meat in the
version. Who are responsible

 for the Operation Clean-up?

The same set of governors, who
do not rule (democratically
speaking) but govern the coun-
iry. ‘

Where the academla got the

ideas for s:;gpurﬂnﬁﬂ ‘;Orig??:n in
m

the campus? Certa
the books. So there are forces

more powerful than the noble
ideas encased within the books
to dismiss
the ‘academic issues’. But the
virus remains and infect more
people. especially the new gen-
eration, who get new ideas of
things in the wrong way,
{ away from Lhe respon-
sibility. Blame the mould or the

oduct? That Is a is-
Ing discussed pub-

of learning. It Is easy

and

moulded
sue not
licl

Hartile strikes, '
2 e ( s, bandh)
integral part of daily

to be:m“ !;nl.'.' an

e. on
call at the slightest notice, right
or wrong. What Is the lessor? A

tool becomes a principle; a
means becomes an end. Who are
noticing such immoral conver-
sions?

When integrity is contami-
nated. reliance suffers. A Trust
Is a trust, trust it or not. A na-
tion which has no contingency
plan, physically or morally, is
very vulnerable. Moral princl-
ples are not a circus jugglery
with enticing balls, but more
like walking on the right-rope,
needing precision of balance; to
maintain the integrity of char-
acter, nobility of thought, and
transparency of benevolence.

In civilized societies, what is
the role of violence as a tool for
achieving objectives? The 20th
century was not the warbling of
the doves. How the rule of the
jungle has penetrated the air-
conditioned skyscrapers?
Somewhere something has been
badly mixed up, imperilling the
soclety. The society is facing a
sardonic campaign: to pru'ect
-the weak leadership! Prolect,
improve, strengthen; or classif
technically as ‘redundant'?
strong ﬁcrsnnalit does not
change his character so easily
(what s there to change?).

Bangladesh lles in a tropical
region, hence the spring is mild
and fleeting. But the need of the
hour (s spﬂn%;clcaning. right
from the top. to wash out the
environmental pollution,
nobly programmed worldwide

with hundred of millions of
dollars.

S0

Jr.urnviding proper incen

THAT SHOULD GET ME TO
THE MILLENNIOM '

injection ol devaluation

mechanism, BB
(Bangladesh Bank) should have
thought of its clear and obvious
negalive impacts on the cost of
living and its outcome of cost-
push inflation. We cannot
sidetrack the fact that
Bangladesh is an import-based
developing country. Therefore,
devaluation cannot be the onl
solution for higher gxport. [}t'"
our neighbouring

B EFORE advocating further

countries

prefer to adjusl their currencies

downward, it is because ini-
tially they did not have any
other choice as certain eco-
nomic sanctions were imposed
by Western influential coun-
tries as they (India and Pak-
istan) refused to sign CTBT. In
such a crisis, devaluation was
mandatory at least for a short-
term: solution for export
rowth. On the other hand, In-
donesia has been suffering on
the ground of political unrest
inflicted due to internal disor-
der and choas among the stu-
dents and government party.
Shortage of foreign currency in-
flow created tremendous pres-
sure on the government exche-
quer and widened the exchange
rate of currency beyond imagi-
nation.

Instead of frequent resort to
devaluation, Bangladesh gov-
ernment should help the colun-
try to become sclf-sufﬂcict{t by

ives

by Jim Davis

DEVALUATION

Little Cure for Ailing Economy

by Mohammad Shahid Jamal

The economies of developed countries practice free-floating exchange rate to keep the
monetary mechanism out of influence of vested quarters and controversy. On the other
hand, often the governments of developing countries fail to achieve benefit of fixed

exchange rate due to wrong and whimsical monetary decision.

and by taking effective long-
ferm economic pnllcies Lo pre-
pare the country to face the
withdrawal of the ‘Multy Fibre
Agreement’ in the year 2005. We
should assess our steps If any
taken to overcome this crisis, [t
is clear that we have done noth-
ing to set up backward linkage
industries to support garments
industries in the face ol quota
withdrawal in the year 2002.
This devaluation which is fre-
quently advocated by our gov-
ernment machinery will only
complicate the economic crisis
in the long run. The latest de-
valuation is mads for the fifth
time in last two years and this
time at a higher rate l.e. 3 per
cent,

Did we ever evaluate how
much our export %rnwth in-
creased from devaluation in
last two years? Do we have con-
crele evidénce o] its positive
outcoge? Receht¥y, many ana-
}yatu agreed on }is negative ef-
ects on the oyerall economy.
The governiheilt should single
out import {tetns which are not
essential dnd thereby impose

*0n

tarills on them to cut their con-
sumption and reduce the burden
the foreign currency re-
serves. Nothing much is done Lo
abolish huge trade deficit with

India. Indian consumer goods
have significantly captured our
domestic market destroying our
infant industries due to huge re-
tall price differences created
through adopting policy differ-
ences between the two coun-
{ries. On the other hand, »ur
roducers have failed to er er
ndia’s vast consumer market
due to some hurdles imposed on
them,

The government should en-
sure better communication and
infrastructure facility, political
stability, improved law and or-
der situation, transparency In
awarding International tender,
efficient banking and Insurance
service and timely approval of
work order from the respective
government departments to
increase FDI (Foreign Directl
Investment),

Now is the right time to
think an alternative of devalu-
atiorni. For example, the gov-

ernment can provide subsidies
to exporters in terms of tax hol-
idays, shortterm loans, low cost
energy such as electricity and
natural gas-supply to boost ex-
port. It can also ensure limely
inspection of importetl raw
materials, efficient hantling
and disposal of goods at the rort
by facilitating foreign inves ors
to set up private port (it may be
mentioned that the British
Consortium investors did pro-

ject evaluation out of their in-

vestment interest and found it
Jucrative and even showed their
keen interest but backed out be-
cause the government did not
show any interest) and by abol-
ishing trade unions at port. set-
ting up training institutions for
workers at government initia-
tive. This would certainly in-
crease rts due to low cost of
i)roduclion. better quality and
imely delivery of goods.

The main drawbacks of de-
valuation are that it will in-
crease overall cost of a new
project as cost of machinery,
payment to foreign consultants

and project experts and service
charge to banks and insurance
companies will igpcrease many
[olds. Therefore, payback pe-
riod of such projects will in-
crease and NPV of the re umn
will be less attractive on the
economic ground. This will dis-
courage many foreign and local
investors about new invest-
ment. As a result, the govern-
ment's long-term industrialisa-
tion policy will fail to meet its
cherished goal.

Due to devaluation, cost of
production of exportable items
will increase as most of these
products are produced with im-
ported raw malerials. Other
<osts will also add up to cost of
raw malterials such as high

freight charges, insurance cost
brokerage charges, marketing
charges, payment of royalties
and commissions to middlemen
and foreign partners and
franchisers as all these costs
will be paid in foreign currency.

The economies of devel
countries practice free-floa
exchange rate to keep the mon-
etary mechanism out of influ-
ence of vested quarters and con-
troversy. On the other hand, of-
ten the governments of develop-
ing countries fail to achieve
benefit of fixed exch rate
due to wr and whimsical
monetary decision.
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