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Three under-rated factors in decision making

SaaDpAT Husain

ONVENTIONAL wisdom

has it that decision making

is a functlon of policy
based acts, rules, regulations,
instructions and guidelines
applied in a scientific manner, We
are conditioned to visualising an
ideal environmental framework for
decision making. The decision
makers are supposed to be rational
agents free from human inadequa-
ciesand fallibility.

They proceed rationally, deliber-
ate objectively, and opt for the best
possible solutions, The decisions
are not encumbered by the angu-
larities of the decision makers and
sensitivity of the environment and
the gravity or uniqueness of the
situation. 7

This does not tally with the real
life situation. Decision makers are,
oftener than not, selectively ratio-
nal. They do not follow the algorith-
mic modelindecision making.

Instead, they prefer to use
instincts and predilections too
often to arrive at the predisposed
decision. In such circumstances
decisions are hardly optimal; they
leave much to be desired. The sub-
optimal decisions nonetheless
carry the usual force and implica-
tions of algorithmic decisions.

In most cases three factors, often
unreparted, influence the decision
making process. They are situation
factor, environment factor and
personality factor. They are not
mutually exclusive; they may occur

simultaneously to reinforce or
offset the effect of one another.
lgnaring these factors may lead
one to miss the complex dynamics
of decision making and land him
with an erroneous inference.

Situation factor

The situation obtaining immedi-
ately before or during the time of
decision making is very crucial to
arriving at the decision. Situations
create compelling demands that
are apt to undermine the prevalent
rules and regulations, thereby
bushwhacking theirway through.

Such compelling situations are
engendered by natural calamitles
like earthquake, flood, drought,
tornado, tsunami, tidal bore, land-
slide etc, semi natural disasters like
epidemics, or man made disasters
like war, strike, mass upheaval or
civil commaotion. Normal manage-
ment practices and standards give
in to the exigencies of the real
situation.

The manager has to improvise
and respond to save the situation.
He cannot go by the rules, which
are rendered irrelevant, to match
the situation. He will be an utter
faiture if he cannot rise above the
rules and regulations during such
trying citcumstances, and come
forward to save the distressed
humaniry.

Thase who consider rules and
regulations as sacrosanct may, at a
later time, arraign the manager for
deviating from them without per-
mission of the appropriate author-
ity. This will be a slavish mentality

which should be done away with
for the greater interest of mankind
and, hence, the nation,

When an emergency situationor
a special sitwation crops up, it
consumes the interest of all con-
cerned. Fvery one is poised to
overcome the situation at any cost
No one is in a mood to listen to
financial, legal or administrative
constraints, however genuine
those maybe.

Persons drawing attention to
these constraints are looked upon
with suspicion and are booed down
by the enthusiasts aroupd the
table. The followers of rules and
regulations find themselves help-
less in the circumstances, and
acquiesce to the proposals, which
might transgress the legal remit, at
times for no benefit to the sutferers
or the common people.

The special interest groups often
take advantage of the situation to
serve their own purpnose at the cost
oflegal and financial discipline. Itis
said, notwithout justification, that
the greatest casualty in a natural
disaster, say flood, is not resources
butthediscipline of the system that
is undermined with impunity in
the name of overcoming the disas-
ter.

When the crisis is over the
enthusiastic money makers van-
ish, leaving the poor managers in
the lurch, to face the music from
the auditors and pernickety vigi-
lantes on the other end. As itis not
possible far the managers to replay
the situation, they often have to

bear the brunt of scathing queries
from their bosses.

The classic case is VVIP visits
from or to the country. The situa-
tion is full of activities, and hun-
dreds of demands are placed by
various agencies and special inter-
est groups. Not all of them are
innocent and rational. Many of
them are not covered by the preva-
lentrules and regulations.

The ministers, let alone the
officers concerned, have to oblige.
Otherwise, they will be taken to
task by their bosses and, at times,
he suspected of sabotaging the
program of the VVIFs, The carnival
is aver, the auditor i3 present at the
door.

The poor officers, maybe the
ministers as well, are put on the
dock. They find it extremely diffi-
cult to account for the actions,
which they were compelled o take
during those brisk days of VVIP
visies,

They suffer but the precedents
persist, maybe with a different set
of people to demand and to grant.
The situation trivmphs with it
over archinginfluence.

Environment factor
Every meetingor conference hasits
own environment. The place, the
crowd, and the occasion define the
environment. The participants are
not free agents in these conclaves.
They may carry briefs from their
organisations, and they may have
prepared themselves well for pre-
senting their pointsof view,

The atmosphere of the meeting

may, however, prevent them from
expressing their opinions in the
meeting, The chairperson of the
meeting plays a crucial role in this
respect. He sets the tone of the
meeting. He may manipulate
things in such a way that oppo-
nents (o a proposal do not simply
get the chance to speak out their
minds, while the advocates of the
proposal get ample opportunities
to present their case and create a
favourable opinion for their pro-
posal.

Sometimes the chair himself
comes forward to support or
oppose a proposal, creating an
environment for or against the
proposal. Decisions in these meet-
ingsare, thus, hugely influenced by
theenvironment fuctor,

Outside the meetings, environ-
ment factor may also be called into
decide the fate of a case. A special
interest group may prevent the
other groups from participating in
the decision making process by
manipulation or by sheer applica-
tionofforce.

A vicious environment may be
created such that only a particular
tvpe of people can operate in that
place. Fair minded and innocent
peapte are compelled to opt out. If
there is a big change against the
special interest groups, the rules of
the game change, and new groups
start operating in that environ-
ment. A different set of decisions
emerges in thatenvironment.

The environment factor's domi-
nance in decision making is appar-

ent from these examples. The
rational decision maker has very
litde to do to dominate the envi-
ronment, unless heisin thedriver's
seat; he has to take the environ-
ment as given. The ingenuous
people, therefore, first work to turn
the environment In their favour
before taking the matter for a deci-
sionin the meetingor by the appro-
priateauthority.

Once the right environment is
created, they find it easy to get the
decision in their favour. Playing to
the tune of the environment or
creating propitious environmentis
very important for getting the
desired decision.

Personality factor

The decision making process and
the outcome thereof depend to a
large extent on the personality of
the persons involved in the matter.
Personality includes stature, social
and hierarchical position, physical
attributes, reputation and exper-
tiseof the person.

Towering personalities domi-
nate the proceeding, be it in the
office, formal meeting, informal
kaffeeklatsch, focus group discus-
sion, or in public discourse.
Ordinary mortals cringe befare
them.

They cannot present their view-
points clearly before these tower-
ing personalities, even when they
have a strong case. On the other
hand, persons witlr towering, or at
times overbearing, personalities
establish their case by sheer force
of personalicy.

They sometimes resort to bully-
ing the crowd by what may be
called "verbal terrorism” or "stance
terrorism.”

The position is aggravated if the
overwhelming personality hap-
pens to chair the meeting, or he is
the final authoricy to take the deci-
sion. Differing with him means
inviring an unpleasant situation,
which peace loving individuals will
like toavoid.

If the imposing personality
wields controlling power his pres-
ence can effectively silence all the
potentially opposing views. The
veiled threat of perceived punish-
mentdoes the trick.

The author has noted that even
persons with higher status do not
like to cross swords with belligerent
persons because the latter use
unpalatable words much to the
chagrin of the senior.

On the other end of the scale are
persons with dwarfed personali-
ties, They are usually peevish and
reticent. They cannot articulate
their points or press their cases to
get them through. They backtrack
at the slightest opposition to their
proposal.

The chairperson in most of the
cases goes with the truculent
because hewanis to follow the path
of least resistance. In the process,
good cases are shot down and in
their places bad cases see their way
through, The merit of the cases
does not always matter, more
important is the person who is
holding brief for the case.

The author has observed that a
proposal which was summarily
dismissed in the meeting was
readily approved when, on the next
occasion, it was moved by a differ-
ent person with a towering person-
ality. On hoth occasions members
of the house did not have the
patience to go into the merit of the
case, Such is the reality. Personality
in many cases is more important
than the meritofthe case.

Decisions are not taken in a
vacuum. They flow from the com-
plex interaction of multiple actors,
say personalities, in a specific
environment made up of situa-
tional elements,

Decisions should not, therefore,
be conceived of as the productofa
scientific search for logical conclu-
sion by rational actars only. On the
contrary, each decision is pro-
duced by 2 unique interaction of
multiple factors, of which situation
factor; environment factor and
personality factor play a dominant
role.

In analysing or evaluating a
decision the contextual factors,
particularly the factors mentioned
above, must be taken into consid-
eration and an investigation car-
ried out as to how they have influ-
enced the decision making pro-
cess. The better it is done the more
correct will be the appreciation of
the decision.

SaadatHusainis Chairman of PSC.
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Maintaining the momentum on Burma

DAVID MILIBAND and BERNARD
KOUCHNER

HE world has reacted with
horror to the Burmese
regime's brutal crackdown
against its own people. Monks,
nuns and ordinary citizens took to
the streets peacefully in protest at
the deterioration of the economic
situation in the country. They were

metwith gunsand batons.

We cannot know for sure the
number of those who were killed,
but it is likely to be many more
than the regime is willing to admit.
The whereabouts and welfare of

many who have been detained
remain uncertain. And, mean-
while, the persecution conrinues:
the security forces carry out new
raids and new arrests every night,

[t is wital that international
pressure i5 maintained on the
Burmese regime. The generals
may have hoped that by shutting
off the internet and targeting the
media they could hide their
crimes from the eyes of the world.
If 50, they have failed. This horrific
repression has provoked disgust
and anger across theglobe,

. Theimmediate priority is toend
thé tiotence and secure the refease
af all of the political detainees. At
the same time, it is vital that the
regime works urgenty with the 1IN
Special Envoy Ibrahim Gambari to
establish a genuine process of
national reconciliation. That pro-
cess will, of course, need o be very
different from the widely discred-
ited "Narional Conventian
Process,” over which the regime
has laboured for many years with-
out winning the confidence of

' Burma’s population.

[t must involve Aung San Suu
Kyi and the leaders of all of
Burma's political opposition and
ethnic groups: and it must have
international legitimacy, with the
UN and Burma's neighbours
closely engaged.

Everyone who has influence on
the Burmese regime must now use
it to convince them of this new
reality. The regime has now seen a
very strong statement by the UN
Security Council deploring the

vialence, calling for the release of
all political prisoners and a sup-
porting genuine dialogue with all
concerned parties and ethnic
groups in Burma.

The junta will have heard Asean
countries express their revulsion
at the recent violence by the secu-
rity forces. China, as well as join-
ing the Security Council state-
ment, directly supported
Professor Gambari's recent visit to
Burma.

Other neighbours -- India and
Thailand, for example -- can also
play a vital role in helping to build
a better future for the people of
Burma. [eis clear that, for Asean in
particular, turning a blind eye to
such a repressive government
would jeopardise the whole pro-
cess of democratisation and
development of this Tegion, and
damages its credibility.

Last month, as the demonstra-
tions grew in intensity, the EU
made it clear that it would not
hesitate to impose tougher mea-
sures against the regime if it
resorted to force against peaceful
demonstrators. Sadly, the regime
failed to heed this, and many
similar, warnings. So Hurope's
foreign ministers met on Monday
o discuss how to toughen up
sanctions against the Burmese
regime,

Existing EU sanctions. already
included a travel ban and asset
freeze on specific individuals, and
a ban on commercial dealings
with specific state companies with
close ties to the regime. On
Monday the EU agreed to target
those sectors from which the
regime draws much of its revenue,
including timber, precious metals
and gems, and made clear that
whether further measures are
imposed will depend entirely on
the regime's willingness to allow
genuine political progress in
Hurma,

All the signs point to a regime,
which clearly feels under pressure.
These new measures will help to
maintain that pressure, by focus-
ing on the business interests of the
regime rather than the wider
population.

The EU also expressed its readi-
ness to help Burma in its process
of transition: should the regime
show its willingness to genuinely
work for reconciliation we will
remove restrictive measures,
engage more fully on develop-
ment and look for new areas of co-
operation. In the meantime, we
will continue to provide vital
humanitarian assistance to the
Burmese people in order to allevi-
ate the suffering of the popula-
tion.

EU sanctions and incentives, of
course, can only be part of a wider
process aimed at creating a genu-
ine process of reconciliation in
Burma. The Burmese people
themselves, in all their diversity,
must play the key role. This will he
demanding: Burma, as some
scholars have sald, is a [fragile
"unfinished mosaic," with dozens
of ethnfe minorides, idioms and
cultures.

Burma's regional partners have
understandable concerns that the
necessary political changes
should not endanger regional
stability. So the process must be
broad-based and inclusive. And,
as Aung San Suu Kyi has herself
said, the military must play an
important part in a future demo-
cratic Burma. But the military
dictatorship mustend.

‘I'he Burmese people have been
denied democracy and economic
development now for 45 years.
They have taken to the streets
once again and, in the face of
harrific violence, to demand a
better future. It's high time their
leaders responded.

Dawid Miliband is Beitish Sacrelary of Stata for
Faraign ard Commanwaalih Affairs and Bermard
Kauchner is French Forelgn Minlster. This piece
first appearad in the Intarmational Herald Trbunae
and Le Monda on October 15, Reprinted by
arrangement.

Does aid reduce poverty?

ZULFIQUER AHMED AMIN

OLLIS Chenery and Alan

Strout are proponents of

the "two-gap" model of
development. Which is: savings
determine investments -- and per
capila income determines savings.
Since poor countries have low
incomes, and, accordingly, low
savings, they are caught in a "vi-
cious circle of poverty.” Thus, it is
argued, investment financed by
foreign aid will break this vicious
circle and connect LDCs to the
virtuous circle of productivity and
growth.

Thus, to remove the shackles of
poverty, many African countries
received substantial aid over a
sustained period, amounting to
approximately $400 billion from
1970 to 2000, i.e. around $35 per
capita per year. In Africa, aid as a
percentage of Gross National
Income (GNI) grew continuously
between 1970 and 1995, starting at
around 5 percentin 1970 and peak-
ing at around 18 percent in 1995.
During the 19705, when the per-
centage of aid as a proportion of
GDP was still relatively low, GDP
growth per capit was high. In the
lare 1970s, the propordon of aid
grew dramatically but GDP growth
collapsed, and was even negative
forseveral years.

In Mozambique, Official
Development Assistance (ODA)
covered the entire spending,
Ancluding investment, consump-

tion and military expenditure, but
it could not even be used entirely.
This bountiful flow of aid funds left
no room o spend the country's
own savings inside its own borders.
Mozambigue's rich and powerful
were really "forced” to invest their
MOTEY OVErseas.

ODA accounted for 10,1 percent
of Tanzania's GNP in 1985, and by
1990 the net ODA proportion of its
GNP had soared to 69.3 per cent. In
1976, the country had a per capita
income of 5180. Measured by that
benchmark, 24 other countries
were poorer. In 1986, Tanzania's
per capita income was $250, and
only 13 other countries were less
well off. Then, far above average
assistance began to flow to
Tanzania. The country’s per capita
income dropped to its lowest level
of $90 in 1993, and only one other
COUNERY Wils PODTET.

Since independence until June
a0, 2006, Bangladesh received a
total amount of nearly $14.83
billion of foreign aid (A.N.M. Nurul
Haque, The Daily Star). Out of the
country's total foreign aid in fiscal
2005-06, the grant portion declined
10 31.9 per cent from 47.4 per cent
in fiscal 1973-74, and from 48.0
percentin fiscal 1990-91. Percapita
debt obligation of Bangladesh has
increased to $139.91 in the last
fiscal from $6.59 in fiscal 1973-74.

Bangladesh pays an average of
5710 million to its foreign creditors
every year. The governmentspends
aver 515 o debr service annually

for every dollar in foreign grant aid
received. Since 2000, Bangladesh
has paid almost 10 percent of its
export income in foreign debt
servicing, making poverty reduc-
tionimpossible.

Critics of foreign assistance
argue that receipt of such aid dis-
courages domestic saving. They
believe that projects that represent
good investment opportunities
will be financed in any event, using
private, foreign or domestic fund-
ing. The receipt of foreign assis-
tance may simply divert those
funds into consumption, with no
net gain in total domestic invest-
ment activity. Kenya and Tanzania
provide ample evidence of the
perverse consequences of provid-
ingaid.

The reason why countries are
poor is not that they lack infra-
structure -- be it roads, railways,
dams, pylons, schools or health
clinics, Rather, it is because they
lack the institutions of a free soci-
ety: property rights, the rule of law,
free market, and good governance.
When money is given to the gov-
ernments of countries that do not
have these Institutions it is not
spent wisely, and following are the
consequences:

e Very often, aid is spent on pro-
jects that benefit the political
leaders at the expense of the
citizens.

e Almost always. the money
crowds out investment by the
private sector and -- because

government is not good at mak-
ing investment decisions -- it
undermines economic develop-
ment.

o Often, it has bolstered corrupt
regimes that would have been
thrownoutotherwise.

Abigger question needs to beasked

about the aid process: [s the motive

behind aid, grants and soft loans
really as altruistic as it is portrayed
to be by thase who advocate their
usefulness in ending poverty? Are”
the policy prescriptions that the

World Bank and the IMF "offer"

really in the sole interest of the

"beneficiary” countries? Are the

financing organisations ade-

quately transparent to disburse

money? 8]
Leslie Jean-Hobert Pean, once a

manager in the World Bank's Africa
operations, was fired for accepting
bribes from a consulting firm in
exchange for influencing the reten-
tion of a consultant on a bank-
financed project. Two major envi-
ronmental projects, the $26 million
Sustainable Environment
Management Program (SEMP),
inittated by the United Mations
Development Fund in Bangladesh,
and the Sundarban Biodiversiry
Conservation Project (SBCP),
financed by a $77.5 million loan
from the Asian Development Bank,
were accused of major corruption
and embezzlement, most likely
with full knowledge and complicity
of the UNDP and the ADB respec-
tively.

Ultimately, the projects were
abandoned, with over 50 percent of
their total budget being spent on
foreign consultancy services,
leaving the Bangladesh govern-
ment saddled with the task of
paying back this §77.5million debt,
In the 1990s, while reviewing the
expenses of one of the Bank's
education projects in Nigeria, an
invoice of $2,200 paid by the Bank
for 18 cups of tea went knowingly
ignored.

The economic or trade policies
of a single donor may contradict
and undermine its foreign assis-
tance program. As it happened in
Bangladesh, US authorities
actively urged the government o
promote manufactured exports of
labour-intensive goods, Policies
changed as a result, and some
clothing exports soared in
TESPanse, »

Soon after the boom, US trade
officials forced Bangladeshi
authorities to negotiate quotas that
would restrict apparel exports to
the United States! Such restrictions
havebeenin place since 1986,

A donor may require a recipient
to spend some or all of its foreign
aid on goods and services pro-
duced in the donor's country, a
practice known as “tying aid,”
making aid costly. In 1992, Spain
tied nearly 86 percent of its official
development assistance, com-
pared with Morway's 20 percent.
The United States tied approxi-
mately 50% -- nearly $6 billion -- of

its official developmentassistance.

The idea of providing a takeoff
into sustained growth by foreign
aid has been a dismal failure.
Overall, aid has not reduced pov-
erty, nor has it led to improved
policies in developing countries.
Most donors have failed to follow
the Hippocratic principle of "do no
harm."

Theory and the weight of evi-
dence indicate thar trade is
strongly related to growth and
development, but that the costs of
aid may frequently exceed the
benefits. Cutting aid would help o
rid the world of incompetent,
dysfunctional and corrupt govern-
ments, and give their people a
chance to live a decent life. At the
same time, rich countries should
open up their markets to receive
exports from developing countries.

The welfare gain to Africa alone,
that would be achieved by a free
trade regime in agriculture, is
roughly the same as all couniries'
official spending on development
assistance today. Trade has proven
to be instrumental to increased
welfare, not ald. The countries
which can follow their own
instincts and steadily divest them-
selves of "free” aid can progress
furthest and fastest to guarantee a
poverty free country for their peo-
ple.

Or Zulfiquar Ahmed Amin 15 8 physician @nd
spacialist in Publie Health Administration and
Haalth Econamics.

Online shopping
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Isn't it ironic that we hawb\a corporate credit rating
agency (CRISL) operating for a few years now, but not a

single consumer credit agency to access the credit worthy
consumers among 150 million people?

ASIF ANWAR

NLINE shopping-is

growing tapidly in most

developing and
developed countries for obvious
reasons. Better price, open 2
hours, no dress code, no
transportation cost, or time
wasted going to and from market,
many sellers and choices, tools
available for comparison, are just
a few of the benefits to a
consumer.

Far the seller, the main benefitis
the huge reduction in cost, as
online shopping eliminates the
need for a showroom or sales staff,
and offers 24/7 access to a large
number of consumers, without
geographic limitations. It is not
hard to imagine the benefits of
online shopping if you only refresh
your memory of last week's Eid
shopping in Dhaka. Unfortunately,
online merchants of Bangladesh
had nothing o celebrate this Eid.

The basis ofonline shopping is
the ability of the merchant to
secure payment electronically, or
e-payment. That is, payment by
credit card that is verified online
for authenticity and routed
through a gateway to the recipi-
ent. Access to the internet is not
the only requirement for shop-
ping online. An online consumer
must also have a valid credit card
inorder to place orders.

Bangladesh has alarge number
ofinternetusers, butonly a few of
them have access to credit, and
even fewer have credit cards,
These internet users without
credit cards are what we call
"window shoppers” in the real
world.

The main problem that has
arrested the growth of e-
commerce is not the low level
penetration of credit card usage,
but the growth in credit card
usage by new customers and by
financial institutions. The
sequential growth in the number
of credit cards issued to new
customers has been negligible
due to the absence of a "con-
sumer creditreporting agency” in
Bangladesh.

A consumer credit reparting
agency provides a credit report
(called a consumer credit report
or consume credit score] on
individuals eligible for credit
from financial institutions or any
other form of lender. A "con-
sumer creditreport” is something
very similar to the CIB report by
Bangladesh Bank, but expands
the recordkeeping of transac-
tions beyond financial institu-
tions to include all monetary
transactions of a consumer, like
utility payments, cell phone
payments, store credit card pay-

ments, etc, and personal infor-
mation like recent addresses and

" length of stay. These reparts are_

continuously updatéd, and same-
times quantified using risk/cradit
analysis maodels, to give financial
‘institutions and lenders a bench-
mark to evaluate credit worthi-
nessofan individual.

In advanced economies, con-
sumer credit reports are available
onlineg, allowing a creditor to
make an instant decision for the
approval of credit. Growth in
consumer credit is a catalyst in
the growth of an economy. An
increase in consumer credit has a
multiplier effect on growth since
it positively influences almost
every sector of an economy. As a
matier of fact, it is the only way
we will see any growth in e-
commerce in Bangladesh, sinceit
is completely dependent on the
growthin consumer credit.

it is essental for an economy
to have at least one, if not a few,
tully operational and reliable
consumer credit reporting
agency to stimulate economic
growth through spending. It is
notuncommon to find more than
one credit reporting agencies
competing within a single econ-
omy having sophisticated finan-
cial marketsand instruments.

Bangladesh has a relatively
small corporate world in contrast
to the vast consumer base. Isn'tit
ironic that we have a corporate
credit rating agency (GRISL)
operating for a few years now, but
not a single consumer credit
agency to access the credit wor-
thy consumers among 150 mil-
lion praple?

The companies thatare covered
by CRISL are definitely credit
worthy to a certain extent and
most, if not all, have publicly
available financial information
given in their listing with the
Dhaka stock exchange. [ really
don't think that CRISL is making
much significant contribution
anywhere, exceptto thelives ofthe
individuals emploved by the
organisatian,

I ounderstand it is ditheult 1o
operate a credit information
agency with reliability if informa-
tion is not recorded accurately, or
is not easily available. The time o
establish a private/semi-private
consumer credit reporting agency
has long gone. We will miss the e-
cammerce boat completely if we
wait any longer to introduce =
consumer credit reporting agency.
[twill take averylong time before a
database is established, coveringa
significant portion of the eligible
consumers in a country of 150
million,

AsitAnwar lsa Lacturer at1UB.



