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Introduction

1. The decisions taken at the Ministerial meeting regarding GATT and
developing countries included, in paragraph 3(g) of the Annex to the
Declaration, the proposal to "give more emphasis to the discussion and
examination of policy issues of interest to least-developed countries in the
context of further efforts to liberalize trade'.

2. In order to implement this and other decisions the Committee on Trade
and Development at its forty-ninth session accepted a proposal that the
Sub~Committee on Trade of Least-Developed Countries should (a) monitor the
implementation of those aspects of the Ministerial Declaratian which concern
least-developed countries; and (b) hold consultations between interested
least~-developed countries and their respective trading partners on issues
related to their development and export interests, including the examination
of barriers to their trade and any other relevant commercial policy matters.
The Sub-Committee on Trade of Least-~Developed Countries at its meeting on 25
May 1983 endorsed these proposals and adopted procedures for their
implementation.

3. It is suggested that in the ad hoc consultations the Sub-Committee
seek to identify the major problems faced by the individual least-developed
country in expanding and diversifying its exports, and discuss possible
solutions to these problems. Contracting Parties would thus benefit from a
further clarification of issues involved and a clear understanding of the
nature of the difficulties faced in its trade.

4, The attached country study prepared by the secretariat is designed to
serve as a basic document for the consultations with Bangladesh. The
country study contains basic economic data on Bangladesh: a description of
its economy and export sector, its trade regime and commercial policy as
well as data on identified tariff and non-tariff measures affecting its

exports.
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COUNTRY STUDY - BANGLADESH

BASIC ECONOMIC DATA

Area: 143,998 km2
Population: Total:
Density:

Rate of growth:

Urban population:

Employment (estimates)

92,9 million (March 1981 census)

624 per kmg of total area
958 per km~ of cultivable land

2,7%
7% of the total

Labour force employed (million)

1975/76 % of total 1980/81 % of total
Agriculture 12,5 72.3 13.4 65,7
Tndustrv 1.3 7.5 1.5 7.3
Services & others 3.5 20.? 5.8 27.0
TOTAL 17.3 (100,0) 20.4 (100,00
{!ROSS NATIONAL PRODUCT (at market prices): US$12,338 m

(1980/81)
GROSS NATIONAL PRODUCT per capita: US$140 -
(1981, IMF)
GDP by industrial origin, in constant prices
(at market prices of 1972/73; 1in million of taka)
1972/73 (%) 1980/81 (%)

Agriculture 26,100 (57.9) 36,658 (49.4)
Industry 4,555 (10.1) 10,518 (14.2)
Services 14,457 (32.0) 27,059 (35.4)
TOTAL 45,112 (100.0) 74,235 - (100.0)
Export, import and balance of trade (Value in crore taka)
Year Export Import Balance
1977-78 .. . 740.61 1,821.62 (-) 1,081.01
1978-79 .o .o 928.22 2,172.66 (<) 1,244 .44
1979-80 .o . 1,124.16 3,830.40 (=) 1,706,24
1980-81 .o .o 1,159.90 3,126.60 (=) . 1,966.70
1981-82 (provisional) 1,200.00 4,778.00 (=) 3,578,00

(1 ecvrore taka =

10 million taka)
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Balance of payments

(mill. USS) | 1976/77 1980/81
Exports of goods, fob 411 711
Imports of goods, c&f =865 =2524
Trade gap (deficit = =) -454 -1813
Non-factor services, net 2 37
Interest payments (net) ~28 ~42
Workers' remittances 81 377
Other factor payments (net) =3 16
Current account balance =402 -1425
Direct foreign investment oo o
Net MLT borrowing 247 494
(disbursements) 277 544
(amortization) -30 ~50
Capital grants 256 603
IMF facilities, net -2 155
Other capital, net 18 149
Change in reserves (- = increase) -81 24
Gross reserves (end of year) 294 250

Structure of foreign trade

Main exports (% of total Raw jute (16.7); jute goods (49.6);
(fiscal year 1981)) tea (5.8); leather (8.0); fish and
froglegs (5.9); naptha furnace oil (6.9);
fertilizer (1.4); other (5.6).

Main export markets Us (14.1); [EEC (21.0); 1Italy (7);
(% of total - 1978-79) UK (6.8); Belgium (2.7)]; USSR (8.3);
Japan (5.3); China (4.6); Australia (2.2":
India (1.8).

Main imports (% of total Foodgrains (9.9); edible oil,
(fiscal year 1981)) ollseeds (3.6); petroleum (19.4);
fertilizers (4.1); raw cotton,
cotton yarn (5.1); cement (1.3);
textiles (1.4); other intermediate and
consumer goods (32.1); capital goods (23.0).

Main sources of imports (% of total 1978-79)

US (18.9); Canada (5.3); EEC (20.8); (UK (7.6);
Germany,F.R. (5.3); NLD (4.1); France (2.2); Italy (1.0));
Japan (11.6); China (4.7); Singapore (4.9); Australia (3.0);
Korea, Rep.of (3.0); 1India (2.6); USSR (2.2); Malaysia (l.1).



Rate of exchange

July 1972 = June 1973: Us$1.00 =
July 1973 = June 1974: Us$1.00 =
July 1974 - Apr. 1975: US$1.00 =
May 1975 - June 1975: US$1.00 =
July 1975 - June 1976: Us$1.00 =
July 1976 - June 1977: US$1.00 =
July 1977 - June 1978: US$1.00 =
July 1978 - June 1979: US$1.00 =
July 1979 - June 1980: Us$1.00 =
July 1980 - June 1981: Us$1.00 =
July 1981 - June 1982: US$1.00 =

(1 crore taka = 10 million taka)
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Taka 7.78

Taka 7.97

Taka 8.05

Taka 13.032
Taka 14.852
Taka 15.476
Taka 15,122
Taka 15.223
Taka 15.478
Taka 16.345
Taka 19.592

Source: Bangladesh Bureau of Statistics; World Bank.

External debt, June 30, 1981

Public debt, incl. guaranteed private debt
non-guaranteed private debt

Total outstanding and disbursed

Debt service ratio for 1980/811

Public debt, incl. guaranteed private debt
non-guaranteed private debt

Total outstanding and disbursed

mill. USS

3,585

3,585

| e

12.9

e .

12.9

lRatio of debt service to export of goods only.
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CHAPTER I

GENERAL ECONOMIC BACKGROUND

Structure of the economy and development planning

1. The People's Republic of Bangladesh is recognized by the United
Nations as a least developed country among the developing countries. In
1981, the per capita GNP was estimated at US$120, and agriculture accounted
for about 50 per cent of GDP and over 80 per cent of exports. Other
relevant basic data on the economy of Bangladesh are reproduced in the
Summary Table above.

2. The structure of the economy of Bangladesh is clearly reflected in the
outline of its GDP presented in Table 1 which shows the preponderant
position of agriculture, followed by trade and industrial activity. The
position of agriculture in the economy is further reflected in the draft
Second Five-Year Plan (SFYP) in which agriculture together with irrigation
and rural development was allocated 32.3 per cent of total public
expenditure.

3. The draft of the Second Five-Year Plan (SFYP) for Bangladesh intended
to span the period 1980/81 to 1984/85 was published in June 1980, and
although a final revised Plan has not yet been made public, it is accepted,
since then, that the Annual Development Plan as well as the Medium-Term
Foodgrain Production Plan (MTFPP) have been formulated and are being
implemented within the framework of the SFYP. The stated priority
objectives of the SFYP are rural development, foodgrain self-sufficiency,
poverty alleviation and meeting basic needs, family planning, employment
creation, primary education and mass literacy, and energy development.

4, The original draft Plan envisaged a total expenditure of 256 billion
Taka of which 201.25 billion was to be in the public sector. Table 2 shows
the sectoral allocation of financial outlay in the draft SFYP compared with
that in a prospective third Plan. However, in the first two years of the
SFYP period many of the key parameters and underlying assumptions have
undergone considerable change, and the implementation of the Plan in many
respects has lagged behind its targets due to resource constraints. For
instance while the draft SFYP envisaged an increase in development spending
of the order of 22.5 per cent per annum in real terms, actual levels of
development spending could not be raised in 1981 and 1982, The external
assistance and domestlic resource mobilization to be utilized in financing
the Plan lagged far behind that envisaged. Over the past two years,
external assistance to Bangladesh stagnated in nominal terms and declined
significantly in real terms and prospects for any substantial increase in
such aid in 1983 and the next few years are also not bright. Consequently,
the Plan has been modified, with investment targets and resource
requirements indicated in the earlier draft substantially scaled down. The
macro-economic framework of the revised Plan, which is yet to be finalized,
indicates that the total development expenditures during the SFYP are being
reduced by 14 per cent and public sector development expenditures by 21 per
cent below the original draft SFYP targets; private investment is now
assumed to increase by 14 per cent. The revised Plan also seeks to move
away from the strategy hitherto employed, of relying heavily on external
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TABLE 1
Bangladesh: Gross domestic product
at 1972/73 price, 1977/78 - 1981/82
(In billions of taka)
1977/78 1978/79 1979/80 1980/81 m;;é;;é;““_

{proj.)

Agriculture 34.0 33.8 33.9 36.9 35.8
rudustyy 6.6 6.9 7.0 7.7 8.1
Construction 2.2 2.4 2.5 2.7 2.9
Power and gas 0.2 0.2 0.3 0.4 0.6
Transport 4.3 4.6 4.7 4.8 4.9
Tinde 8.0 9.4 11.0 11.5 11.9
Housing 2.7 3.1 3.2 3.2 3.3
Public administration 1.7 1.8 1.8 1.9 1.9
Banking 0.5 0.5 0.6 0.7 ). 8
Other services 3.8 3.9 3.9 4.2 .5
GDP 64.0 66.6 68.9 74.0 74.7
(Percentage change) (7.6) (4.1) (3.5) 7.4 (1.0)
GDP deflator 204.1 217.6 255.2 283.9 329.3
(Percentage change) (15.3) (6.6) (17.3) (11.2) (16.0)
GDP in current price 130.6 144.9 175.8 210.0 246.0
(Percentage change) (23.6) (10.9) (21.3) (19.5) (17.1)

IMF

source:

estimates.

Bangladesh Bureau of Statistics, Statistical Bulletin and
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TABLE 2
Sectoral allocation of the second and third plans
(Taka_in billion)
Sect Second Plan Third Plan
ector Total Public |[Private |Total Public |Private

1. Agriculture and related 74,35 65.00 9,35 128,30 |108.57 19.73
activities: (29.05%) }(32,30%) {(17.09%)} (28.07%)| (31.79%)]| (17.07%)
(a) Agriculture 27.00 46,19

(13,42%) (13.53%)
(b) Irrigation and 30.00 49,02
water resources (14,91%) (14,.35%)
(c) Rural institution 8.00 13.36
and development ( 3.98%) ( 3.91%)
2. Industry 43,85 32,75 11,10 85.15 56.61 28.54
(17.13%) {(16.27%) |(20.29%) {1 (18.63%)| (16.56%) | (24.70%)
3. Power natural resources 29.15 29.15 - 44,15 44,15 -
and science and (11.39%) [(14,49%) ( 9.66%)] (12,93%)
technological research
4, Physical planning and 22,20 12.20 10.00 42,60 22.38 20.22
housing ( 8.67%) |( 6.06%) |(18.28%)1( 9.32%)| ( 6.55%)|(17.50%)
5. Transport 37.20 26.35 10.85 66.50 41.56 24,94
(14.53%) |(13.097%) |(19.34%) | (14.55%)| (12.17%) | (21.58%)
6. Communications 8.35 8.35 - 16.91 16.91 -
( 3.26%) {( 4.15%) ( 3.70%)| ( 4.95%)
7. Education 9,35 9.05 0.30 18.24 16.87 1.37
( 3.65%) |( 4.49%) |( 0.55%) |( 3.99%)|( 4.94%)|( 1.19%)
8. Health 6.20 5.95 0.25 11,52 11.22 0.30
( 2.427%) [( 2.96%) |[( 0.46%) |( 2.52Z){( 3.29%) |( 0.26%)
9. Population control 6.20 6.15 0.05 10.42 10,42 -
( 2.42%) |( 3.05%) |(. 0.09%) {( 2.28%)|( 3.05%)

10. Social welfare, 5.70 5.70 - 8.18 8.18 -
manpower, etc. ( 2.22%) |( 2.63%) ( 1.79%) ] ( 2.40%)

11. Regional boards and 13.40 0.60 12,80 25.09 4,64 20.45
others ( 5.23%) | 0.29%) [(23.40%) {( 5.49%)|( 1.36%) |(17.70%)
Total 255.95 |201.25 54,70 [457.06 |341.51 115.55
Note: Figures in parentheses are percentages of total. Most of the

above figures are expected to be scaled down substantially in the
revised SFYP. ’
Source: UN Conference of the Least-Developed Countries (A/CONF.104/SP/7)

4 March 1981.
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assistance, to that of increased reliance on domestic resources for
financing investment. Domestic resources are now expected to finance

54 per cent of the Plan instead of the 46 per cent assumed in the earlier
draft SFYP. This would imply higher savings ratio and tax revenues, as
well as increased efficiency in resource use. To the extent that public
sector development spending is likely to be limited by budgetary
constraints, greater incentives will have to be provided to the private
sector to increase private investment and economic activity through the
adoption of appropriate policies. While suppliers' credit facilities have
been utilized in the past, direct foreign private investment in Bangladesh
has been very low. Foreign investors do, however, benefit from a number of

incentives including the following:

(1) guarantee of repatriation of original capital and reinvested
profits to the country of origin over a period of ten years; (2) no
restriction on remittance of after-tax dividends and profits, approved
royalties, and technical fees; (3) liberal depreciation allowances;
(4) tax holidays of between five and nine years, provided that a
certain proportion of profits is reinvested or used in the purchase of
government bonds; (5) relief from double taxation; (6) income tax
exemptions to foreign technicians over a period of three years, and
permission to remit up to 50 per cent of the salary of foreign
nationals, subject to a maximum of L stg.200 per month; and (7)
guarantee for due compensation in case of the natiomalization of
invested capital. A Foreign Investment Protection Act, incorporating
most of the above provisions, is expected to be enacted in the near

future.

Agriculture

5. Agriculture is the most important sector of the economy of Bangladesh.
It accounts for almost 50 per cent of the GNP and about 60 per cent of
employed labour force. Agriculture is centred around the production of four
major foodgrain crops, (aus, aman and boro rice and wheat) and of jute the
wain cash crop. Other crops are sugar cane, potatoes, sweet potatoes,
spices, pulses, oilseeds, fruits, tea and tobacco (see Table 3).
Agricultural production in Bangladesh has for a long time been impeded by
low productivity, variable weather conditions and inadequate supply of

inputs.

6. Bangladesh's agricultural production strategy in recent years has
therefore depended heavily on three main elemernts; first, efforts to
reduce farmers' risks associated with the unpredictability of water supply
on their fields and with other adverse climatic factors; second, efforts
to increase both cropping intensity and productivity: and third, efforts
to reduce the economic risks faced by farmers in an environment of price

uncertainty.

7. Under the Second Five-Year Plan, the central objective of the
Government's agriculture-based development strategy is the attainment of -
foodgrain self-~sufficiency. Achievement of this objective, combined with
increased and more equitably distributed incomes and purchasing power,
would it is hoped eliminate the need for massive foodgrain imports and also
go far towards eliminating severe and chronic malnutrition. Other
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objectives for the agriculture sector under the SFYP are to improve the
availlability and in-country distribution of agricultural products essential
to satisfy basic needs; to provide adequate food and fibre (especially
cotton and jute) to be manufacturing sector; to diversify agriculture with
a view to producing a wider range of crops for export and import
substitution, and to achieve a more equitable distribution of income,
output and employment among small and marginal farmers and the landless.
Table 4 sets out in detail the agricultural ocutput targets under the SYFP.
For the foodgrain sector, there now exists a detailed action programme, the
Medium-Term Foodgrain Production Plan (MTIFPP) with a sufficiently specific
project portfolio to permit an assessment of the feasibility of achieving
the targeted growth for that sector.

Mining

8. Mining has so far not played a significant role in the economy of
Bangladesh due mainly to the fact that there are only a few proven mineral
resources apart from hydrocarbons. Natural gas reserves are estimated to
be about ten trillion cubic feet and the country is hoping to use them to
satisfy part of its energy needs, for setting up fertilizer plants and
eventually for a petrochemical complex. O0il exploration is being
undertaken and large reserves of coal have been discovered, though the

quality is of low grade.

Manufacture

9. The industrial sector in Bangladesh is fairly small, accounting for
only about 14 per cent of the GDP. It is dominated by jute processing
which contributes about a third of the value added by all manufacturing.
Jute manufactures mostly in the form of hessian, sacking, carpet backing
and twine account for between 45 and 50 per cent of all exports. Cotton
textiles and cigarettes are the other major manufactures in this sector.
However, as Table 5 shows, other manufacturing industries are footwear and
leather products; paper and board; fertilizers, mostly urea, and TSP;
soap; pharmaceuticals; processed food products; matches; cement;
assembly engineering products etc. This sector suffers from
infrastructural problems which are typical to developing countries such as
lack of qualified management, and labour.

10. The stated principal objectives of industrial development as set forth
in the Second Five-Year Plan may be summarized as follows:

(a) Expand the domestic production of essential "basic needs" and
mass consumption commodities;

(b) Provide for the domestic manufacture of inputs necessary to
achieve major Plan targets in other sectors, including
self-sufficiency in foodgrains and the spread of rural
electrification;

(¢) Maximize the use of local raw materials and natural resources;
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TABLE &
AGRICULTVRAL OUTPUT TARGETS
"Benchmark" % Increase
Commodity Unit Output FY85 Target over "Benchmark"

Crop Products

Rice '000 tons 12,764 17,780 39

Wheat noow 736 2,250 206

Potatoes &

Sweet Potatoes woow 1,616 2,025 25

Pulses woow 236 474 101

Oilseeds woom 255 600 135

Fruits "o 1,369 1,850 35

Vegetables "o ' 750 1,500 100

Sugarcane won 6,670 7,800 17

Tea 000 1bs. 81,600 95,000 16

Tobacco wow 109,631 135,064 23

Jute '000 bales 5,359 6,500 21

Cotton lint "o 4 263 6,475
Livestock Products

Milk '000 tons 1,545 1,656 7

Meat "o 316 386 22

Eggs woow 47 51 _ 9
Fisheries Products

Inland fish products " " 525 1,114 /a 112

Marine fish products " " 122 200 /3 64
Forestry Products

Timber '000 cfte, 42,000 54,000 29

Fuelwood ron 57,800 72,800 26

Bamboo '000 tons 800 1,000 25

Rubber tons 70 250 257

Palm 0il tons .e 50 .s

= not available.

Source: SFYP; MTFPP; and BBS.

These targets have been raised recently to 2.6 million tons of inland
fish products and 389,000 tons of marine fish products.
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TABLE 5

PRODUCTION OF SRLECTED ISDUSTRIAL GOODS, 1969/70 ~ 1960/81

«

Industries/Products Daits 1969/70  1972/73  1913/7%  A974/75  1973/76  1976/77 1977/78 1378/19 1979/80  1980/M1
Jute Textiles 360.5 4463 $00.1 °  439.7 477.9 490.1 S46.4 500,0 52,0 '$80.7
Usssten ‘000 toms 227.7 188.1 172, 141.6 1613 166.5 176.6 175.3 190.4 2022
Sacking " 2793 210.4 22,2 227.9 221,0 227.0 2653 231.6 247.4 04,7
Carpet Backing " 33,0 54.0 65.7 40.4 71.3 70.4 6.2 .8 76.8 70.2
Othats " 20,6 2.8 3,9 9.8 24,3 26,2 .1 18.) .4 36
Cotton Textilss
Cloth nillion yds $9.1 58.4 79.4 84.6 74,8 8.1 8.6 83.0 8.6 86.0
Yarn aillgon 1lbs 105.7 20.9 0.8 9.3 88.1 02.4 . 9.0 %.6 93,3 102,0
Pootwear ‘000 dos. pairs 586 ] »l 200 1} 235 146 . . .
Papar and Board
Mevspriat 000 tone 36.0 271.8 26,8 20.8 20.0 14.6 21.6 3.6 3,1 30.4
Paper " 31,0 3.1 23,0 29,5 19.8 26.9 3.6 3.4 .2 ng
Rayon Yarn " 7 1.9 2.1 [ 1.2 1.6 1.3 2.0 1.8 1.8
- Rardboard atllion sq. ft. 13 ) 16 15,4 12,9 18.8 19.3 18.6 18.5 199
Particle Board 000 tons 5.5 1.3 2,0 2% S WY ) ‘2.1 7 1.3 %8 12
Steel Ingote 000° wetric tons 54 67 12 76.4 90.4 107.7 116.9 126.4 137.6 139
RBagineering Products
Diesel Enginae ‘000 1.3 1.4 1.2 5.0 0.9 1.l 0.02 0.09 2.4 .7
Puspe " - 0.9 2.3 4l 2.4 47 3.8 6.0 6.1 16,1
Commetctal and Heavy Vehicles d 0.46 1.23 2.4 1.3 0.8% 0.70 1.2 1.4 1.9 1.4
Nadios » - - 414 8.0 $3.0 9.3 148.1 182.5 2279 198.0
Telavision cats " - - 1.6 3.0 2.6 1) 6.2 [ 1% ] 8.4 1.2
Patroleum Products ‘000 tons [13] 176 323 72,7 847.0 1,070.2 1,017.2 1,032,0 1,180.8 1,207.7
Pertilisers " .
Ures " 9% 207 274.6 6.0 275.5 281.3 208,7 290.1 355.3 336.4
T * - - - 32.) 8.2 4.2 n.g 57.1 66.4 70.1
Asmoaiua Sulphate " 47 5.0 10.1 6.9 s.7 91 [ %] 5.2 9.b LD
Pharasceuticale
Tablete willion - 121 200 233 223 232 e . o .
Liqutd aillion bottles - 2.8 4.3 S.1 7.9 7.3 . . . .
Soap '000 tons 8.7 8.0 10,4 5.9 8.3 7.5 .1 16.8 v .
Cless Sheets atllton feet 7.2 7.2 5.7 8.7 $.6 s.0 7.6 8.4 9.1 L3
Matches aillion gross boxes 13.0 3.9 6.2 6.2 6.9 1.6 8.0 9.1 9.3 10.1
Pood and Allted Products
Soyabasn 011 000 tons . o 15.6 6.0 8.4 10.6 1446 13,0 18.4 15.2
Pish Processing nillton ibs 1.8 2.3 3.0 2.7 Sl 7.3 6.4 1.6 bb 4
Soft Baverages ‘000 cases 264 330 288 84 244 229 32 417 351 36
Cigarettes aslliton 17,786 11,202 11,895 10,441 11,907 11,636 11,974 13,931 13,830 . 14,508
Btecuite and Sresd ‘000 tons . [ ) dob 4,6 © 440 [ ] 5.3 "6 3. 8.
Sugar " 9 19 88.4 92,3 5.6 140,0 175.3 130.7 9.2 142.9
Molanses » st 10 454 43,0 3,2 58,7 82.0 60.9 45,9 ™)
Comant ‘000 matric tons 53 3 52,2 126.7 157.0 07.7 30,6 322.8 336.0 b8
Lineetons ‘000 tons 134.5 [T 8l.8 26,0 61,3 61,3 61,0 $6.7 448 35,1
Rulphuric Actd ‘000 tons .5 5.7 6.4 3.4 4.0 3.2 4.3 12,8 4.1 3.8
Caustic Soda " 34 3.9 3.8 43 Al 5.0 3.6 S.4 5.6 S
Hydrochloric Actd " o 1.2 1.9 1.6 1.7 1.5 1.7 1.8 2.2 2.5
Chlorine . 2.9 2.7 2.3 31 3.5 2.9 37 3.8 3.3 4.0
Natursl Gas aillion cubic feer . o 2026 17,976 27,357 32,3%0 34,294 39,265 45,364 49,936
Blectricity uillton kvh 1,067.3  1,085.6 1,265.4 1,322,1 1,459.7 1,614.8 1,913.0 2,122, 2,)53.4 . (]
Motes Public cector oaly, pt taa, cig ond h

Source:

Mintetry of Industry; Public Sector Corporstions; Plamning Commfsstion; and Dangladesh Burmau of Statistics.
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(d) Create wider employment opportunities and promote balanced
regional development through the promotion of small-scale,
labour~intensive rural industries; and

(e) Improve the balance of payments position by accelerating the
growth of export-oriented and import-substituting industries.

It is hoped that with the necessary investment effort, it will be possible,
under the SFYP, to produce a considerable range of goods for export and
thus help to promote the diversification of the country's export sector.

The goods in question would include handicrafts, ready-made garments,
household linen and specialized textile, canned and processed fruits,
handloom products, certain kinds of furniture, manufactured leather goods,
and other agro-based industrial products.

CHAPTER II

EXTERNAL SECTOR

11. The characteristic features of the external sector of Bangladesh in
recent years have been a growing current account deficit with export
earnings representing less than 30 per cent of the import bill and heavy
dependence on foreign capital inflow to finance it, concentration of
exports on a few commodities and a sluggish export growth, high dependency
of the economy on imports for consumption and development, persistently
adverse terms of trade and a high external debt burden, reflected in a
12.9 per cent debt-service ratio for 1980/81,

Foreign trade

Exgorts

12.. Table 6 shows the structure of the export trade of Bangladesh which is
dominated by jute and jute manufactures. Exports of jute and jute
manufactures accounted for about 68.39 per cent of total exports in the
1980/81 fiscal year and for 73.73 per cent in 1979/80, compared with about
90 per cent in 1972/73. This relative decline in the position of jute is
more marked in the case of raw jute whose share in total exports has fallen
from 38 per cent in 1972/73 to 17 per cent in 1980/8l1. The share of jute
manufactures has remained relatively stable between 49 per cent and 52 per
cent except in 1978/79 when it fell to 45 per cent. In volume terms,
exports of raw jute have fallen substantially while those of manufactures
appear to have picked up in 1980/81 after the fall which followed the peak
exports of 1977/78. Other exports of any importance are tea; hides, skins
and leather; fish, shrimps and froglegs; naphtha and furnace oil;
newsprint, paper and pulp; some spices and handicrafts. Urea and rice
appeared in the list of export products in 1980/81.

13. More than half of Bangladesh's exports are shipped to developed market
economies and the current world economic recession has, therefore, severely
affected export performance. Serious supply constraints occurred in the case
of paper and paper products, cotton textiles and garments, fresh fruits,
vegetables and spices, all of which need to be aggressively promoted if the
commodity composition of Bangladesh's exports is to be diversified. Although
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TABLE 6
Merchandize Exports 1972 = 1980/81 (value in million US$)
1972/73 (%) | 19Mm/75 (%) | 1977/78 (%) |1978/79 (%) |1979/80 (%) | 1980/81 (%)

Rav_jute ‘ . .

v 133.8 (37.7) 123.7 (32.4) 96.2 (19.6) 143.1 (23.5) 143.5 (19.7) 118.9 (16.7)

Q ('0U0 bales) 2826.,0 2347.0 2667.0 1968.0 1968.0 19L4.0
Jute ma.nuractu.rasy )

v 186.1 (s2.4) 187.2 (49.1) 26.9 (50.4) 275.8 (4s.2) 38L,b4 (52.9) 352.9 (L9.6)

Q ('000 tons) b11.6 L39.1 ~522.,b L58.4 uko.2 k93,5
Jute speciality groduces-a

v - - - - - - 3.4 (0.6) 7.6 (1.0) 7.0 (1.0}

Q ('000 tons) - - - - - - 1.6 9.8 10.0
Tes

v 9.7 (2.7) 17.4 (4.6) bk.9 (9.2) ko.8 (6,7) 33.0 (L.5) Lo.7 (5.7}

Q (million lbs.) Lb,82. L9.26 63,13 59.99 52.65 65.68
Leather hides,and skins

v 16.2 (4.6) 30.2 (7.9) 45.0 (9.2) 75.4 (12.4) 65.6 (9.0) 56.7 (8.0)
Fish, shrimps and frog legs

v L.5 (1.3) 11.6 (3.0) 20.3 (4,1) 36,0 (5.9) 39.4 (5.4) 41,9 (5.9)
Naphtha snd furnace o0il B

v - - 3.9 (1.0) 1.6 (2.4) 9.3 (1.9) 23.1 (3.2) ug,1 (6.9)

Q (000 metric toms) - e . ve 88.0 222.7
Newsprint

v 2.5 (0.7) 1.2 (0.3) 5.8 (1.2) 5.8 (1.0) - 10,3 {1.%) 7.6 (1.1)
Paper ,

v 0.4 (0.1) 0.2 (0.1) 1.4 (0.3) 0.7 (0.1) 2.5 (0.3) 1.0 (0.1)
Rice

v - - - - - - - - - - 5.6 (0.8)

Q ('000 tons) - - - - - 20.6
Urea

v - - - - - - - - - - 9.6 (1.4)

Q ('000 tons) - - - - - 38.0
Sugar

v - - - -. 5.9 (1.2) - - - - - -

Q (1000 tons) - - 27.7 - - -
Others

v 2.1 (0.6) 6.1 (1.6) 11.7 (2.4) 19.4 (3.2) 17.3 (a.4) 19.8 (2.8)
Total exports 355.3 (100) 361.4 (100) 489.7 (100) 609,7 (100) 726.7 (100) 710.8 (100)

}-/Be.ngladesh Jute Marketing Corporation (BJMC) only.
g-/Carpet:s, yarn, tvine stc. exported by private jute mills.

. * ot a§ailuble.
V = Value.
Q = Quantity,

Export Promotion Bureau: Bangladesh Bureau of Statistics; BJMC; BJEC; Planning Commission.

Source:
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the reasons for these supply constraints differed from product to product,
there were several common factors: power shortages, internal transport
bottlenecks, inadequate shipping facilities and insufficient credit were
problems hindering export growth in virtually all sectors. In addition, the
poor quality of the jute crop, supply interruptions on account of mill
rehabilitation programmes in the case of paper and newsprint, and shortages
of supply and very high internal prices which eroded incentives to export in
the case of fruits, vegetables and spices, are said to have prevented the
attainment of export targets set for these commodities. Table 7 shows the
evolution of the export trade of Bangladesh in its major export markets over
the past five years. United States remains the largest country market for
the exports of Bangladesh. 1Its share of the market has remained fairly
constant from 12.8 per cent in 1976/77 rising to 13.5 per cent in 1978/79
and falling to 11.8 percent in 1980/8l. In the calendar year 1979, the
countries of the European Economic Community constituted about 21 per cent
of the export market of Bangladesh. The share of Great Britain has fallen
from 9.8 per cent in 1976/77 to only 3.5 per cent in 1980/81. The only
other major European market for the exports of Bangladesh is Italy, whose
share of the market has varied from 5.7 per cent in 1976/77 to 7 per cent

in 1978/79 and 3.9 per cent in 1980/81. '

14. Developing countries take in a very significant and growing proportion
of the exports of Bangladesh; in 1979, this was of the order of about 33
per cent of total exports. The share of Mozambique in the export trade has
grown from 5.0 per cent in 1976/77 to 7.8 per cent in 1980/81, that of
Pakistan has averaged about 8.1 per cent over the same period, while that
of India has grown from 0.5 per cent in 1976/77 to 4.6 per cent in 1980/81,
and that of Sudan from 1.35 per cent to 5.6 per cent. In 1980/81, six
developing countries (Mozambique, Sudan, Pakistan, India, Iran, Singapore)
alone constituted about 34 per cent of Bangladesh's export market. The
share of the centrally-planned countries in the export market of Bangladesh
was about 15 per cent in 1979, the two major countries being USSR and the
Republic of China, whose respective shares averaged 5.8 per cent and 3.5
per cent over the period 1976/77 to 1980/81.

Imgorts

15. Unlike the export sector, the import trade of Bangladesh has witnessed
rapid growth in recent years, almost doubling in five years from

1,265.7 million US$ in 1975/76 to 2,524.0 million US$ in 1980/81. Table 8
shows the evolution in the structure of the import trade of Bangladesh since
1972. Foodgrain, which took up 44.1 per cent of total imports in 1972/73,
has given way in 1980/81 to intermediate consumer goods, capital goods and
petroleum imports, which claimed 32.1 per cent; 23.0 per cent and 19.4 per
cent respectively of total imports. The most dramatic develcpment in these
years has been the case of petroleum imports whose share has jumped from

3.2 per cent in 1972/73 to 19.4 per cent in 1980/81, due mainly to the

increases in prices.

16. As is indicated in Table 9, there has not been any major development
in the geographical pattern of import trade. It shows, nevertheless, that
with the exception of Japan, the shares of the major traditional sources of
imports, i.e. the United States, Western Europe and India, have been
declining in recent years in favour of other countries, due mostly to the
growing importance of petroleum imports.
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TABLE 7

Bangladesh Exports by Destination

Value in Million Taka

Country V19764 % Shard H977- W Share Fig78T % Sharo 11979~ [ 8 Shard 13864 % Share .
It 720 of $:78 0 of § 790 of 18 ) of §f 81b of
4 }  totall j total § } total } i totall }  total

U.S.A. 801.6 12.82 973.7 13.15 1248.2 13.45 1312.6 11.68 1364.7 11.77

g:m- 313.4 5,01 312.7 4,23 313.7  3.38 426.0 3.79 900.7 7.77
que.

Pakis-  489.8  7.83 729.8 9,85 606.1 6.53 988.4 8.79 890.5 7.68
tan. '

Sudan  Bh.6 1,35 256.3 3.6 278 3.00 Y118 3.66 €435 5.5
U.S.S.R. 280.8 L.bo U477.6 6.#5 6454 6.95 718.9 6.39 Sbh.3 L4.69
Iran 4.9 2,80 209.5 2.83 183.3  1.97 680.3 6.05 537.2 U4.63

India 29.0 0.46 18.6’ 6,25 157.6 1.70 125.1 1.11  529.2 4.56
Peoples . 91.1  1.45 283.6 3,83 428.8  L.62 b422.2 3.6 465.5 4.01
Republic . .

of China

Italy  354.0  5.66 278.6 3.76 651.2 7.02 473.8 4.2 bip.0 3.85
U. K, 610.b 9.76 614.7 8.30 685.7 2.39 732.1 6,51 4045 3.49
Singapore 88.3 141 k1.7 0.56 62.5 0.67 57.6 .51 L4032 3.48
Others 29%7.1 46,96 3209.3 43.33 4021.3 A3.32' 4892.8 43.3 UME8,7 38.52

Total: 6255.0 100,00 7406.1 100,00 9282,2 100.00112#1.6 100.00 11599.0 100,00

‘Source: Export Promotion Bureau, June 1982.
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Balance of payments

Recent developments

17. Bangladesh's terms of trade deteriorated sharply by 22 per cent in the
fiscal year 1980/81, due to severely depressed prices of its exports and
rising import prices; a further deterioration in the terms of trade of
about 15 per cent was experienced in 1981/82., The imports of Bangladesh
during 1981-82 were estimated at Tk 4,778 crore while export earnings were
estimated at Tk 1,255.54 crore, thus refulting in a deficit balance of
trade of Tk 3,522 crore during 1981-82. With an estimated net deficit of
Tk 193 crore in the services accounts, the total deficit in the current
account stood at Tk 3,771 crore; but during the year an amount of Tk 775
crore and Tk 5 crore was estimated to have been received under private and
government transfers respectively., The deficit in the current account
during the year, thus, stood at Tk 2,991 crore. This deficit was met
mainly by long-term foreign aid, loans and grants, drawings from IMF and
other short-term loans. In spite of the higher volume of foreign ald
inflow and private transfers, a substantially higher deficit in the current
account balance and debt repayment caused a shortfall in the foreign
exchange reserves of Tk 433 crore during 1981-82., Table 10 shows the
balance of payments situation of Bangladesh from 1979-80 to 1981-82. The
balance of payments situation is not likely to improve in any substantial
way in the near future, due to the possibility of continued deterioration
in the terms of trade, and poor prospects for any substantial improvement
in export earnings and in external assistance, partly due to the continued
economic recession in industrial market economies.

Balance of payment strategies for the SFYP

18. In the Second Five-Year Plan, the major balance of payment objective
is to restrain the export-import gap. This is to be achieved by securing a
sustained growth of export earnings. Besides augmenting export deliveries
of raw jute and jute manufactures, the export development programme will
give priority to expanding production and marketing of leather, frozen
marine products, tea and newsprint, all of which have promising potentials
for rapid growth; priority will also be attached to developing substantial
export capacities in selected products with proven export potentials. The
emphasis will be on a higher degree of processing and value added by
securing rapid expansion of non-traditional, particularly manufactured,
exports. It is intended to evolve appropriate schemes for enccuraging
exports which will include, among others, the development of internal
transport, shipping, port and warehousing facilities, improved packaging
and enforcement of quality control standards. Success of Bangladesh's
export development programme will, however, critically depend on the
avallability of preferential tariff and market access in both developed and
developing countries. The tariff and non-tariff bharriers facing exports of
Bangladesh in major importing markets will be discussed in a later section
of this paper. Table 11 shows the projection of merchandise exports in the

framework of the SFYP.

1
Export projection for 1982-83 prepared by the Export Promotion Bureau
of Bangladesh showed a possible 16 per cent growth in exports.
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TABLE 10

Balance of Payments of Bangladesh

(Taka in crore)

1979-80 1980-81 1981-82
(provisional)
l. Merchandise imports (-)3,692.40 (-)4,368.80 (~)4,778.00
(c.i.f.)
2. Merchaidise export 1,150.70 1,334.40 1,200.00
(f.o.b.)
3. Services accounts: 6.20 24.30 (-)193.00
(a) Payments (~)387.10 (-)423.90 (-)656.00
(b) Receipts 393.30 448,20 463.00
4. \Unrequited transfer: 327.63 623.90 780.00
(a) Private transfer 325.00 A 619.60 775.00
(b) Government transfer 2.63 4,30 5.00
5. Balance on current (-)2,207.87 (-)2,386.20 (-)2,991.00
account
6. Capital, transfer 2,102.77 2,087.30 2,321.00
and other loans/grants
(a) Food 589.00 310.30 429.00
(b) Commodity and cash 657.77 825.10 800.00
(c) Projects 729.00 938.70 1,092.00
(d) Trust Fund 127.00 13.20 .o
7. Debt repayment (-)140.10 (-)75.50 (-)119.00
8. IMF account: 2.90 271.60 80.00
(a) Receipts 169.80 459.60 133.00
(b) Payments (-)166.90 (-)188.00 (-)53.00
9. Short-term loan and
other capital 51.60 15.60 200.00
(a) Short-term loan 191.80 173.40 160.00
(b) Other capital (-)140.20 157.80 40.00
10. Adjustment account (-)58.80 77.10 76.00
11. Changes in net foreign 249.50 10.10 433.00
exchange reserve (means
increase)

1l crore = 10 million

coarce: IMF
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TABLE 11
Projected Export Earnings (1984-85)
Items Quantity| Unit price Total value Crore Tk.
(Us$) (Million US$) [(1979-80 terms)
1. Raw jute (lakh bales) 22 55 per bale 121 187.55
2. Jute goods (thousand 590 620 per ton 365.8 566.99
tons)
3. Tea (million 1bs) 76 0.65 per 1b. 49,4 76.57
4. Leather (lakh SFT) 800 }0.70 per sft. 56 86,80
5. Frozen food (lakh 300 |3.00 per 1b. 90 139.50
1bs)
6. News print, paper, 10 15.50
pulp.
7. Fruits vegetables 50 77.50
spices and POL
products
8. Garments and 20 31,00
textiles
9. Handicrafts 5 7.75
10. Others 7.8 12.09

US$780 million

Tk.1,209 crore
(79-80 prices
at 1US$ Tk.15.50)
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19, On the side of imports, an optimum import substitution strategy is to
be implemented during the Plan period. Bangladesh has a potential for
increasing significantly domestic output and substituting imports of
foodgrain, edible oil, cotton, fertilizer, POL. cement, pharmaceuticals,
simple tools and equipments, etc. The Plan attaches high priority to the
attainment of self-sufficilency in foodgrain as early as possible but not
later than 1984-85. The industrial programme has been devised to meet the
full domestic requirement of urea fertilizer, to provide basic items like
cotton cloth, paper and pharmaceuticals and to supply irrigation pumps,
engines and electrical equipment from the local industry. The rural
development orientation of the Second Plan is expected to stimulate demand
for products of domestic industries. To protect domestic industries, import
of commodities for which domestic capacities exist will be restricted and
import of luxury consumer goods will be made highly expensive.

Export development

20. The following sections are devoted to a product-by~product analysis of
the situation of the major traditional and non-traditional export products.

Jute

21, Jute is the main non-food crop as well as the main cash-crop of
Bangladesh. It provides the bulk of the country's foreign exchange
earnings and is the most important cash crop for some 3 million farmers.

It is also the source of income for thousands of workers employed in jute
mills. Bangladesh dominates world trade in jute, its exports of raw jute
and jute manufactures accounting for 51 per cent (fibre equivalent) of
total world jute exports in 1980. The performance of the jute sector is,
therefore, of crucial importance to the economy and calls for a ratiomal
coherent policy affecting the domestic production of raw jute, jute milling
and exports of both raw jute and jute goods.

22. Jute was traditionally sown on 2.5 million acres yielding up to 7
million bales. During the decade before 1979, the acreage under
production, as well as the volume of production, fell considerably due to
varying factors such as the increasing competition for land for grain
production, price policies, unstable weather conditions etc. Production
which recovered to nearly 6.5 million bales in the 1978/79 fiscal year as
farmers responded to the high jute prices relative to rice prices, declined
to 4.9 and 4.6 million bales in the 1980/81 and 1981/82 fiscal years
respectively. Based on an assessment of export possibilities for jute, the
second Five-Year Plan (SFYP) envisages that raw jute production should be
stabilized at 6.5 million bales per year by 1984/85, with total jute
acreage targeted to decline to only 1.7 million, compared with the 2.05
million acres needed to produce 6.5 million bales in 1978/79. The saving
in acreage is planned to be achieved through increasing productivity under
the Intensive Jute Cultivation Scheme (IJCS). Major elements in the TJCS
include increased supervision and training in sowing, increased supply of
certified quality seeds, fertilizer, insecticides, and better credit
facilities. It is planned that once adequate stock levels are reached,
this would allow for annual raw jute exports of about 2.8 million bales,
mill consumption of about 3.4 million bales and 0.3 million bales for other

domestic uses.
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Jute goods

23. Total world consumption of jute goods has remained stable since 1970
and only slow growth is expected in the first half of 1980's. Increased
consumption in the developing countries is likely to offset any further
decline in the industrialized countries., Against a falling world trade,
Bangladesh has succeeded in increasing its share of the market from about 35
per cent in 1972/73 to about 49 per cent in 1980/8l. There are prospects
that this share might increase further to 50 per cent and above by the
mid-eighties., This will, however, depend on the ability of the jute
industry to deliver an adequate flow of supply to importers and maintain
the competitive price of jute goods vis-a-vis synthetic substitutes. This
problem was particularly noticeable in 1982 when the general position of
jute products deteriorated vis-a-vis synthetics, due to the high prices of
hessian and sacking in relation to those of polypropylene products, jute's
main sythetic competitor. For the industry to be competitive it has been
recommended in various studies that production costs have to be reduced
through a greater degree of capacity utilization, improved managerial
efficiency, greater efficiency in the utilization of labour, material and
capital, etc. More vigorous research, marketing and promotional activities
will be necessary to enable the industry to face growing competition from

synthetics.

Tea

24, The export of tea has grown progressively from about 45 million lbs.
in 1972/73 to about 65.7 million lbs. in 1980/81. It however represents
only 4 per cent of world tea exports. An intensive programme of
re~-planting and cultivation is being undertaken, and it is hoped that this
might lead to a 3 per cent annual increase in production to 95 million 1bs.
in 1984/85 with an exportable surplus of 75 million lbs., compared with the
65.7 million 1bs. in 1980/81. For this target to be achieved, more effort
will be needed in marketing and promotion. The success of such effort will
in the long run depend upon the overall situation of the international tea
market, which has been characterized by surplus supplies and unstable
prices leading to attempts at regulating the market through informal export

quota arrangements,

Leather, hides and skin

25. Exports of skin and leather products from Bangladesh have had a
dynamic growth in recent years, increasing their share of total exports
from 4.6 per cent in 1972/73 with exports valued at $16.2 million to a
12.4 per cent in 1978/79 with exports of US$75.4 million and 8 per cent in
1980/81 with exports valued at US$56.7 million. Projection by the FAO
indicates a fairly buoyant world demand for leather in the 1980s.
Bangladesh has high quality goatskin which is in great demand for the
production of high fashioned uppers and glove leather of excellent quality.
Bangladesh cowhides also enjoy a premium price and are used for the
production of high quality upper leather of all kinds. Export in this
sector is limited by the capacity of domestic tanning industry and the
difficulties of increasing supply of livestock. The local industry is
moreover plagued by a number of production and marketing problems. The
strategy in the face of limited supplies of hides and skin appears to aim
at maximizing earnings through improvement in the quality of "wet-blue"
leather and change-over to high value-added products, such as crust,
finished leather and leather products.
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Fish, shrimps and froglegs

26, Exports in this sector have grown steadily from US$4.5 in 1972/73 to
US$41.9 million in 1980/81, accounting for 5.9 per cent of total exports.
Demand for shrimps, especially fresh water shrimps, from.Bangladesh has been
buoyant, and there are good prospects for ezport growth if supplies can be
increased and a regular quality control mechanism established. Under the
SFYP, exports of shrimps and processed fish are expected to increase during
the Plan period to achieve a target of 19,000 tons for fresh water shrimps,
500 tons for deep-sea shrimp and 4,800 for fresh and processed fish. Export
of froglegs 1s not expected to increase in a significant manner due to
ecological limitations to frog farming. On the whole, export earnings from
fish and froglegs are expected to more than double during the Plan period.

Gas and petroleum products

27. Since 1975, surplus distillates from petroleum refining, in the form
of furnace oil and naphtha, have been exported in increasing quantities,
and in 1980/81 they accounted for almost 7 per cent of total exports.
Bangladesh possesses substantial reserves of natural gas and its
exploitation and development could have a positive long-term effect on the
country's balance of payments. Not only could natural gas be substituted
for imported petroleum products and lead to net foreigr exchange savings,
but also it could hold out prospects for the export of compressed natural
gas, liquified natural gas, and methanol based products such as motor fuel,
animal feedstuff, chemical feedstock, etc.

Other export products

28, The need for widening the export base has led to the identification
and development of a new range of exportables. Paper and newsprint, fresh
fruits, vegetables, spices, ready-made garments and handicraft, comprised
about 6 per cent of merchandise exports in 1980/8l. Other minor
non-traditional exports are household linen and specialized textiles such as
handloom and silk products, canned fruits and vegetables, beeswax and honey,
hard and particle boards, telephone cable, light engineering products, etc.
They constitute good prospects for further diversification and growth in
the country's export sector. For this group of commodities, constraints to
export growth appear to be insufficient supplies, lack of product
development, poor marketing, non-competitive prices and the lack of market
opportunities. With regard to newsprint, while demand prospects, '
especially from neighbouring countries, appear to be good, there is a
prostem >f low capacity utilization of the existing newsprint mill due to
poor supply of inputs. Problems of supply also impede the exploitation of
market opportunities for fruits, vegetables and spices, especially in the
Middle East. These opportunities, according to surveys, can be exploited
provided enough exportable surplus is generated and small producers are
commercially organized for collection, grading and delivery on a regular
basis. Exports of handicraft, it is asserted, could be substantially
increased, 1f technical and financial assistance could be provided to
enable production on an economic scale and market outlets organized.
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Conclusions

29, Future development of the export potential of Bangladesh will require
a well-co-ordinated investment programme for creating exportable surplus,
appropriate price and marketing policies and product development, as well
as availability of export markets., It will be important for public sector
agencies and private enterprises to add an export dimension to their
production programmes, attach priority to increasing supply of exportables,
pay sufficient attention to quality control and pursue aggressive marketing
abroad. Growth of exports will also depend on availability of adequate
export services. It will requiie fast, efficient and expanded shipping and
port services and adequate warehouse facilities. Inland transport services
for linking producing areas to export points, cold storage facilities and
refrigerated vans for export of perishable products, must also develop

concurrently.

30. It will also be essential for other trading partners to pursue
commercial policies which will not only facilitate the promotion of
Bangaladesh's exports but also favour entry of these exports into their
markets. Some of these issues will be discussed in the following sections.

CHAPTER III

TRADE REGIME AND COMMERCIAL POLICY

31. The People's Republic of Bangladesh acceded to the GATT in December
1972 and to the GATT Protocol Relating to Trade Negotiations Among
Developing Countries, without negotiations, in March 1977. Bangladesh is
also a signatory to the Bangkok Agreement which seeks to promote the
expansion of trade among developing countries in the ESCAP region.
Bangladesh is a beneficiary not only of the GSP but also of special tariff
treatment for least developed countries provided by certain developed
countries and markets under their GSP schemes. So far those involved are
Austria, Bulgaria, Canada, Czechoslovakia, EEC, Finland, Hungary, Japan,
Norway, Poland and Switzerland.

32, In Annex I an attempt has been made to give as comprehensive a picture
as possible of the tariff and non-tariff barriers facing the exports of
Bangladesh in its main developed importing markets.

Import regime

Import Duties

33. Import duties accounted for 40 per cent of total tax revenues in
1980/81. Duty rates, which are generally ad valorem and of which a
majority are between 30 and 150 per cent, are graduated according to the
end use of commodities with relatively high rates on final consumer goods
and lower rates on intermediate and capital goods. Consequently, the
present system of import duties provides very high rates of protection to
consumer goods industries while favouring the intermediate and capital
goods sectors. The Government is currently initiating a programme to
rationalize the structure of effective protection by the import duty
system. Essential foodstuffs (including most cereal grains), live animals,
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metallic ores and concentrates are generally accorded dutv-free entry. On
the other hand, luxury goods and a few other items are dutiable at very
high rates, sometimes up to 400 per cent. Under the Import Pelicy for
1981/82, import duties were increased on 58 products and product groups.

Sales tax

34, Sales tax revenues accounted for 20 per cent of total tax revenues in
1980/81, They are levied on both domestic production and imported items,
However, imports accounted for roughly 92 per cent of sales tax revenue, and
this percentage has been increasing steadily from 87 per cent in 1977/78, as
the Government progressively took measures to substitute excise duties for
the sales tax on domestic production. The standard rate is 20 per cent but
the average rate of sales tax on the duty-paid value of "dutiable" imports
was estimated at 9.3 per cent in 1980/81.

Export duties

35. Exports of raw jute,. leather, hides and skins are subject to export
duties for revenue purposes.

Administration of imports

36. Imports are financed either [rom Bangladesh's own resources or with
forelgn aid, loans and barter arrangements. Imports financed from
Bangladesh's own resources are licensed within the framework of an annual
import policy (import budget). covering the fiscal year (July-June). The
policy is reviewed twice a year on the basis of Import Policy Orders
covering the shipping periods i) January-June and, (ii) July-December.
Under the import policy for 1980/81, items permissible for import are
classified into four broad categories:

(i) goods imported bv "commercial importers'’;

(ii) raw materials and packing materials imported by "industrial
units" recognized as such under an entitlement system;

(iii) items imported exclusively by the TCB (Trading Corporation
of Bangladesh) and/or jointly by the TCB, other approved
agencies, and private sector importers;

(iv) items imported under the Wage Earners' Scheme against
pavment {rom Foreign Currency Accounts.

37. Products permitted to be imported bv commercial importers are broadly
classified into three main categories. As regards the first category,
eligible importers are permitted to import any one of the items or a group
of items, provided that letters of credit are opened for a stipulated
value. The basis of licensing applied to products in this category is
expressed in terms of quantitvy. A second category of products is subject
to a system of Open General Ticence (0OGL). Under this sgystem, eligible
importers are permitted to import any product on the list up to a

459

1

Under the terms of Regulation No. S.R.0. 453-A-1./76, "commercial
importers' mean any firm, institution, body, organization, person, or group
of persons, registered as an importer under the Registration (Importers and

Exports) Order, 1952.
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stipulated maximum value for each product, provided that they have also
obtained letter of credit authorization forms or licenses for importation
of products on other permissible import lists., A third category of
permissible commercial imports consists of products that may be imported by
eligible importers up to a prescribed value, and licenses are issued with
respect to individual items only. '

38. The licensing of imports of specific raw materials and packing
materials by industries 1s governed by an entitlement system. This is
based on the requirements of various industries during each import period
assessed by the Ministry of Industries. Firms in the industrial sector are
given an entitlement for importation of specific raw materials and packing
materials, and licenses are issued on the basis of entitlements,

39. Over the years, the role of the Trading Corporation of Bangladesh
(TCB), the main State trading body, has declined. At present, only a few
products (mild steel billets, and arms and ammunition) are exclusively
imported by the TCB. Certain other items (aluminium ingots and sheets,
zinc and lead ingots, and pig iron) are also imported exclusively by the
TCB when they are purchased under barter or credit arrangements. During
the past two years, there has been little change in the list of products
that are allowed to be imported jointly by the TCB and private sector
importers or by the TCB and public sector corporations. These products
include medicines, soda ash, milk foods, cement, and corrugated iron
sheets, When products are imported under joint arrangements, the share of
the TCB is specified.

40, The Wage Earners' Scheme has been in operation for a number of years
for the purpose of attracting remittances by Bangladesh workers abroad.
Funds remitted through foreign currency accounts maintained by Bangladesh
workers with commercial banks in Bangladesh or through regular banking
channels may be either sold through auction or used to import most of the
products on the permissible import lists (finished goods as well as
industrial raw materials) and products on a special list.

Recent changes in Bangladesh's import policy

41. All imports require licenses or approval on letter of credit
authorization forms. Under the Import Policy Order 1982/83, which went
into effect on 1 July 1982, licenses for commercial imports are allocated
in accordance with a list setting out each importer's share in annual
imports of each category of items. Licenses to industrial units are issued
in accordance with each industrial sector's annual import entitlements as
set out in priority lists. In 1982/83, licenses shall be issued to the
pharmaceutical industry at 150 per cent of its entitlement, and to all
other industries in Priority List I and Priority List II, at 100 per cent
‘and 70 per cent, respectively, of their entitlement. Imports of raw
materials and packing materials by industrial units are included in an
additional list. Following a revision of the Export Performance Licensing
System (XPL) in July 1982, entitlements of eligible exporters may be
increased by an amount equal to 80, 60 or 40 per cent of the f.o.b. value
of their exports, depending on the commodity exported.
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42, With effect from May 1982, a ban has been imposed on the imports of
certain items within fifteen product groups.

Export regime

43, Until recently the export of the country's most important export
commodities, raw jute and jute goods, was vested solely in the hands of
three state agencles: the Export Corporation, the Jute Trading Corporation
and the Jute Marketing Corporation. Recently the Government has allowed
private sector enterprises to participate in the jute export trade.

Barter trade

44. Bangladesh has balanced barter trade agreements with socialist
countries having centrally-planned economies. At the moment Bangladesh has
balanced barter trade agreements with Bulgaria, Czechoslovakia, Hungary,
Poland, Romania, USSR and German Democratic Republic (GDR). These balanced
trade deals are said to be necessitated in the interest of diversification
of Bangladesh's foreign trade, promotion of exports of manufactured goods
and sale of surplus commodities.

Export incentives

45, Incentives for exports are provided through the Export Performance
Licensing System, and a number of financial and fiscal measures.

Export Performance Licensing System (XPL)

46, Under the Export Performance Licensing System, which aims at
encouraging exports, industries engaged in export business (other than
jute, jute goods, (excluding carpets) or loose tea), or with export
potential, may receive licences in excess of their normal entitlement for
the importation of their raw materials requirements or other specified
items, on the basis of their export performance. The entitlements are

80 per cent, 60 per cent or 40 per cent of the f.o.b. value of the
commodities exported. Under the System, the Bangladesh Bank issues Import
Entitlement Certificates to the exporters, which may be converted into
import licenses for the importation of goods eligible under the System.
License transfers may take place at any price negotiated between the
parties concerned. Original holders of licences are also granted annual
foreign exchange allowances for expenses relating to the opening and
operation of overseas offices.

Financial and fiscal incentives

47. A number of financial and fiscal incentives are provided to promote
non-traditional exports. Earnings from exports other than raw jute, jute
manufactures, and tea, benefit from income tax concessions of up to 50 per
cent. Customs duties paid on imported raw materials used in production and
sales and excise taxes paid on finished goods are rebated when goods are
exported. A preferential interest rate is applied to credit for export
production, and exporters are eligible to obtain export credits on up to 90
per cent of the invoice value of exports. Forward cover facilities are
available for export of jute and jute goods to cover the risk of fluctuation
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in the exchange rate of the taka. Exporters of non-traditional goods are
eligible for income tax deductions for up to 50 per cent of their taxable
income depending on the proportion of export sales in relation to total
sales.

CHAPTER IV

TARIFF_AND NON-TARIFF BARRIERS TO EXPORTS OF BANGLADESH
IN SELECTED DEVELOPED COUNTRIES

48. In the sections below an attempt has been made to present as
succinctly as possible the tariff situation affecting exports of Bangladesh
into selected developed markets. Information on different tariff treatment
and the corresponding trade flows is given in the tabulation attached to
Annex I. Information on non-tariff measures affecting exports both
dutiable and free of duty is also provided in a separate tabulation.

Austria

49, Almost all the imports of Austria from Bangladesh enjoy duty-free
entry either on the basis of normal GSP treatment or on the basis of
special tariff treatment introduced on 1 January 1982 in favour of the
least-developed countries within the framework of the GSP scheme. The few
but significant exceptions are in the textile sector where, on the basis of
the special concessions in favour of the least-developed countries, there
is a 50 per cent cut in the existing GSP rates. This implies that imports
of woven fabrics of jute (CCCN 57.10) attract a duty of approximately 8.15
per cent with a ceiling; other carpets other than of silk and cotton
(58.02) attract a duty of 8.15 per cent with a ceiling; other articles
made from yarn, twine, etc. (59.06) attract a duty of 7.15 per cent with a
ceiling; while sacks and bags, used for packing goods (62.03), attract a
duty of 9.1 per cent with a ceiling. '

Canada

50. Most imports of agricultural and manufactured products from Bangladesh
enjoy duty-free entry into Canada on an m.f.n. or GSP basis. The following
manufactured products are, however, subject to duties without ceiling
within the framework of the GSP.

1810501 Postcards, greeting cards and similar artistic cards -
GSP 7.5 per cent

6220001 Trunks, valises, hat boxes, carpet bags and baskets of all
kinds n.o.p. ~ GSP 11.5 per cent

6220002 Baskets of bamboo - GSP 5 per cent
6220003 Baskets of interwoven vegetable fibres - GSP 5.0 per cent.

6230003 Purses, reticules; parts of the foregoing - GSP 11.5 per
cent
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New Zealand

51, The following imports of New Zealand from Bangladesh are subject to
import duties: travel bags, shopping bags, rucksacks, satchels,
brief-cases, wallets, etc. (42.02) are subject to a GSP rate of 25 per
cent; basket-work; wickerwork and other articles of planting material,
etc. (46.03) are subject to a GSP rate of 15 per cent; knotted carpets,
carpetting and rugs, etc. (58.01) attract a rate of 25 per cent under the
GSP; net shopping and carrying bags made of twine cordage or rope

(ex 59.05) are subject to a GSP rate of 10 per cent; other articles made
from yarn, twine, cordage, rope or cables, other than textile fabrics and
articles thereof (ex 59.06), attract a GSP treatment of 20 per cent;
sacks, bags for packing, of jute, hemp or phormium tenax, etc. (62.03),
are subject to a GSP treatment of 5 per cent; while camping goods, other
than pneumatic mattresses, pillows and cushions (62.04), attract a GSP rate

of 20 per cent.

Japan

52, On the basis of 1981 trade, the following imports by Japan from
Bangladesh are subject to import duties: shrimps, prawns, and lobsters,
fresh, chilled or frozen (03.03), which constitute the largest import from
Bangladesh, attract an m.f.n. duty of 3.9 per cent (final m.f.n. rate: 3
per cent); green tea, other than waste unfit for use as beverage (09.02),
is subject to an m.f.n. duty of 20 per cent; beeswax (15.15) enjoying a
GSP tariff concession attracts a duty of 7.5 per cent; yarn of jute or
other textile bast fibres (57.06) are subject to a GSP duty of 4 per cent
limited to a quota while woven fabrics of jute or other textile bast fibres
(57.10) are subject to a GSP duty of 8 per cent limited to a quota. All
other imports of Japan from Bangladesh are duty-free, either on an m.f.n.
basis or on the basis of the GSP or of special concessions offered to the
least-developed countries, in the framework of the GSP,

Finland

53. All the imports of Finland from Bangladesh, of which jute and other
textile bast fibres (CCCN 57.03) constitute by far the largest item, enjoy
duty-free entry either on m.f.n. basis or on the basis of the GSP,
including the special preferences in favour of the least-developed
countries.

Norway

54, All imports of Norway from Bangladesh enjoy duty-free access either on
the m.f.n. or normal GSP basis or on the basis of special GSP concession

offered by Norway to the least-developed countries.

Sweden

55. With the exception of some textiles products, all imports of Sweden
from Bangladesh enjoy duty-free access. The textile products concerned
are: certain woven fabrics of jute and other textile bast fibres

(ex 57.10) which attract an m.f.n. duty of 10 per cent; women's/girls'
blouses of cotton, not knitted or crocheted (61.02), subject to an m.f.n.
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duty of 15 per cent; men's/boys' shirts of cotton, not knitted or
crocheted (61.03), subject to m.f.n. duty of 15 per cent; bed linen of
cotton, table linen of other textile materials, curtains and other
furnishing articles of other textile materials n.e.s. (62.02), subject to a
m.f.n. duty of 15 per cent.

Switzerland

56. Practically all imports of Switzerland from Bangladesh are duty-free
on an m.f.n. or normal GSP basis or on the basis of special preferences in
favour of the least developed countries within the framework of the GSP
without any quantitative limitations.

EEC

57. The exports of Bangladesh to the European Economic Community cover a
large number of products ranging from fresh and processed food products to
raw and processed materials and various manufactures.  The most important
exports to the EEC are, however, raw jute (57.03); hides and skins (41.02,
41,03, 41,04); shrimps (03.03); sacks and bags of jute (62.03); tea
(09.02); jute yarn (57.06); jute fabrics (57.10); molasses (17.03);
froglegs (02.04); cotton fabrics (ex 55.09); oilcake and other residue
from the extraction of vegetable oils (23.04); fresh water fish (03.01);
petroleum products (ex 27.10); basket and wickerwork (46.03); travel
goods from artificial and plastic materials (42.09). All exports of
Bangladesh enjoy duty-free access to the EEC either on an m.f.n. or on the
normal GSP basis or on the basis of special concessions given to the
least-developed countries within the framework of the GSP.

USA

58. Most of the imports of the USA from Bangladesh enjoy duty-~free access
either on an m.f.n. or GSP basis. The following manufactured products are

subject to m.f.n. duties:
TSUS (12163) Leather n.e.s. not fancy - m.f.n. 5 per cent.

TSUS (32000) Woven cotton fabrics, not fancy, figured, bleached or
coloured - m.f.n. 6.7 per cent.

TSUS (32200) Woven cotton fabrics, coloured, not fancy or figured,
of numbers 01-09 - m.f.n. 10.5 per cent.

TSUS (33595) Other fabrics n.e.s. woven, weighing over 4 oz. per
sq.yard - m.f.n. 5 per cent.

TSUS (36015) Floor coverings, pile hand inserted, over 662/3 cents
per sq.ft. - m.f.n. 8 per cent.

TSUS (36618) Towels of cotton, pile or tufted construction, not over
45 cents each, not ornamented - m.f.n. 14.0 per cent,

TSUS (36624) Towels of cotton, pile or tufted construction, over 45
cents each valued over $1.45 per 1lb., not ornamented -
m.f.n. 14 per cent.
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TSUS (38027) = Men's and boys' shirts of cotton, not knitted -~ m.f.n.
21 per cent.

TSUS (38233) Other women's, girls', etc. wearing apparel of cotton,
not knitted or ornamented - m.f.n. 16.5 per cent,
(final MTN 10.1 per cent).

TSUS (38278) Women's, girls' and infants' wearing apparel of
man-made fibres, knitted, not ornamented - m.f.n. 36.7
per cent (final MIN 25.7 per cent)

TSUS (38550) Bags, sacks, etc. of vegetable fibres, except cotton,
bleached, coloured, non-inflammable - m.{.n. 3.0 per
cent.,

TSUS (38604) Cotton lace or net articles and other cotton articlus,
ornamented n.s.p.f. - m.f.n. 40 per cent.

TSUS (64663) Screws, not elsewhere specified of iron or steel,
having shanks over 0.24 inches in diameter - m.f.n. 9.5

per cent,

TSUS (70618) Luggage, handbags and fiat goods of unspun, fibrous
vegetable materials n.e.,s. ~ m.f.n. 8,1 per cent

TSUS (77230) Wearing apparel of rubber or plastic (with exceptions)
- m.f.n, 12,5 per cent.

Non-tariff measures maintained by some developed countries on products- of
export interest to least-developed countries

59. The information on non-tariff measures contained in this tabulation is
derived mainly from the latest revised GATT Joint Working Group document
(L/5415). Certain information has also been taken from the documentation
on tropical products prepared for the Committee on Trade and Development
and other material in the secretariat.

60. Since the Joint Working Group and other material referred to above
generally specify products at the CCCN four-digit level, it is not always
clear whether the measures indicated arz applied to 2ll tariff lines
falling under the four-digit headinge¢. indicated in the tariff and trade
data in the Annex. L

61. The product classificacions in column one are at the four-digit
CCCN level. Cclumn two shows the countries which import the product or
products described in column three. Column four shows the type of measures

applied.

62. The information contained in this table is preliminary in nature and
may require revision in the light of comments and suggestions by
delegations.
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Non-Tariff Measures Maintained by Selected Developed (ountrioes
on Products of Export Interest to Bangladesh
CCCN Importing cpe s et g 3
No. Country Tariff Line and Description
03.03 Crustaceans and molluscs, whether in shell or
not, fresh (live or dead), chilled, frozen, .
salted, in brine or dried; crustaceans in
shell, simply boiled in water
Japan Scallops, cuttlefish (live), scallops and
adductors of shellfish and cuttlefish, fresh,
shilled, frozen, salted in brine or dried
Sweden Shrimps and prawns in shell, boiled, frozen
Italy Shrimps, mussels
05.0h Guts, bladders and stomachs of animals, (otlier
than fish), whole and pieces thereof
Ttaly Internal organs, casings
09.02 Tea
New Zealand Tea in packings of less than 2 kg,
Whole item
Germany,F.RR. Whole item
France Whole item
Denmark Whole item
15.15 Beeswax and other insect waxes, whether or
not coloured
-New Zealand Beeswax
L1.02 RBovine cattle leather
Japan Whole item
France Whole item
41.03 - Lamb and sheep skin leather
Japan Whole item
France Whole item
1/ . . Tialiar 3 ek
Health and sanitary standards apply equally to Italian producis.

~
o .
2" In favour of New Caledonia.

\“"'L Ly
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. Type
ceen Importlng Tariff Line and Description of
No. Country Measure
41,0k Goat and kid skin leather
Japan - | Whole item : : DL
55.01 Cotton, not carded or combed
United States | ex item GQ
55.07) Cotton fabrics, woven, bleached or unbleached
55.08) : .
55.09) Switzerland Cotton gauze v ' LL
France Cotton gauze; terry towelling and similar XR
terry fabrics /
Other oLt
Ttaly XR (cotton gauze 55.07)
United - Terry towelling and similar terry fabrics GQg/
Kingdom - Other woven Ffabrics of colbton {55.09) GO
57.10 Woven fabrics of jute
Benelux Whole item XRE/
France Whole item XRi/
Ireland | Whole item ; XRQ/
)
United Whole item XRQ/,GQP/
Kingdom
Switzerland ex 57.10 LL
58.02 Carpets and rugs, — Other carpets
Switzerland Whole item LL
59.0k Twine, cordage, cables, ropes, etc. of jute
Germany,F.R. Whole item AL
United Whole item ST
Kingdom
62.03 Sacks and bags for packing, i.e. of jute
Germany,F.R. Whole item ‘ AL
Ireland Whole item DL

A/For 55.09 (other woven fabrics of cotton).

2/For 55.08;

3/Favrics exceeding 150 ecms, in width. By the terms of its bilateral arrange-
ments with the EEC, Bangladesh apply export limitation of these fabrics.

Y/gute clothing exceeding 45 cms. is restricted globally excluding EEC, EFTA,
ACP, OCT (Overseas Commonwealth Territories) and Mediterranean countries and Zimbabwe.
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Symbols

(1)

Type

of Non-tariff measures

BQ
GQ

ST

LL

DL

XR

IL

SR

SLX

STX

X

HS

Bilateral quota

Global quota ~ where restriction applies to goods of most,
if not all, countries and where the amount of the quota is

published

Denotes that imports are generally prohibited or embargoed
State-trading

Automatic licensing

Liberal licensing ~ where maintaining countries consider
their licensing regimes to be a purely formal requirement
involving no restriction

Discretionary licensing

Licensing (method unspecified)

(followed by country abbreviation) ~ the country in
parenthesis operates an export restraint vis-a-vis the
country shown as maintajning the restriction

Import levies

Minimum price system

Seasonal restriction

Restriction (unspecified)

Quota

Sales Tax

Selective internal tax

Internal tax

Health and phytosanitary regulations
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ANNEX

INFORMATION ON TARIFFS, NTM's AND TRADE FLOWS

With respect to tariff items of developed country markets, the tabulations
attached provide information at the tariff line level on different tariff
treatment (MFN, GSP, LDC, etc.) and the corresponding trade flows, as well as
indications of certain non-tariff measures and imports from individual main
suppliers. Import figures refer to the year 1980 for the EEC, Japan, Norway,
Sweden, Switzerland and the United States and the year 1978 for Austria, Canada,
Finland and New Zealand. Updated data for Australia are not yet available. In
the first line, tariff item number, product description, and quantity unit are

indicated.
TARIFFS

Column TYPE OF DUTY

MTN-B: Base rate for the Tokyo Round (pre-~Tokyo Round m.f.n. rate)

MIN-F: Final rate (posit-Tokyo round m.f.n. rate)

MFN 80: M.f.n. rate applicable in 1980

TEMP: Temporary m.f.,n., rate in 1980

GSP-B: GSP rate in 1980 for Austria, Canada and New Zealand, in 198! for
Japan, Finland and US, and in 1982 for EEC, Norway, Sweden and
Switzerland or 1982

GSP-F: GSP rate related to post-MTN final rate (Austria, Canada, Japan)

LDC-B: Rate appl¥ing to least-developed countries in the same year as
for GSP-B

FTA: Rate apr’yving to countries signatory to free-trade area
agreeme:. .5, e.g. EFTA

ZONE: Rate applying to countries signatory to inter~zone free trade
agreement (e.g. between EEC and EFTA)

PREF 1 Rates applicable under other preferential arrangements, e.g. ACP

and 2: and Mediterranean countries for EEC and Commonwealth countries

for New Zealand (consult the secretariat for further details).

Column RATE

Percentage ad valorem or ad valorem equivalent of specific, mixed or
compound rate is indicated with one decimal point. Ad valorem equivalent

is based on imports in the year recorded.

Column NAT = nature of duty rate (blank for ad valorem rate)

S for specific rate (e.g. $4.00/kg);

C for compound rate (e.g. $4.00/kg + 10%);

M for mixed rate (e.g. $4.00/kg. or 10% whichever is greater);
V for variable levy or variable component;

0 for other natures.

Column EST = estimation code

E for an estimated rate;
A when the rate is the simple arithmetic average of two or more rates (in
cases where trade flow data are not available in the tariff detail and

two or more rates are related to import data).

1LDC rates for Austria, Canada and Finland will be recorded in the more
updated Tariff Study files with 1980 imports.
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Column BDG = binding status (blank for ordinary binding)

C for celling binding;
P for a rate partially bound at a ceiling rate, and partially at the

prevailing rate;
U for an unbound rate.

Column BCV = binding coverage (blank for fully bound)

X for partially bound.

Column LIM = limitation code for GSP (blank for no limitation)

C for ceiling or competitive need provisions;
Q for quota or similar limitations.

Column PCV = preference coverage (blank for coverage of whole tariff line)

X for preference covering part of the tariff line.

Columns RATE/VALUE, UNIT, AD.V.

Specific, compound or mixed rate is indicated as illustrated below:

specific rate of 2.00 units of currency per pound;
compound rate of 2.00 units of currency per pound plus
11.2 per cent ad valorem;

mixed rate of 2.00 units of currency per pound or 11.2
per cent ad valorem, whichever is higher;

as above, whichever 1s lower.

200/LB
200/LB 0112

200/LB 0112+

200/LB 0112-

NTN's (non-tariff measures) indicated in column TYPE OF DUTY

QR for quantitative import restriction;
TX for selective internal tax (in the case of the EEC, those by certain

member countries).

TRADE FLOW DATA

" IMPORTS FROM (i) WORLD (= all sources) and (ii) GSP ORIGIN (= GSP
beneficiary countries) are each sub-divided by TOT (= total imports irrespective
of tariff treatment), MFN (= imports entitled to m.f.n. treatment), GSP
(imports covered by GSP), LDC (imports entitled to LDC preference) and FTA,
ZONE, PREF (= imports entitled to free trade area or other preferential
agreements). It may be noted that "imports covered by GSP" do not take into
account quantitative and origin rule limitations and non-utilization of GSP and
that actual imports under GSP are smaller than imports recorded as GSP.

With respect to imports from world and imports according to different
tariff treatment, the names of five main suppliers appear in column MAIN
SUPPLIERS and imports from four main suppliers are indicated at the bottom. See
next page for country name abbreviations.

SHARE for the percentage share of GSP beneficiaries in imports from world
\ for value in $1,000 ‘

Q for quantity
* for quantity data not showing last three digits, the figure exceeding

available space e.g. 199676* = 199676000
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