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Import policy

The objectives of the import policy are as follows:

(i) To maximize utilization of domestic industrial capacity;
(ii) to utilize the import policy as an effective instrument

for sustaining a high level of production and growth in
the export-oriented industries;

(iii) to further liberalize import control and simplify import
procedures in order that the free market mechanism can
establish equilibrium of supply and demand.

The import policy is formulated on an annual basis and announced at
the beginning of each financial year. The policy caters to the needs of
both the public and private sector industries' raw materials, spare parts
and consumer goods. However, import of food grains and part requirement
of edible oil are effected by Food Division. Fertilizer, capital machinery
for projects and government non-development imports are outside the scope
of import policy. Main sources of finance of import bill are cash reserve
of foreign exchange, aid, earnings under Wage Earners' Scheme, barter and
special trading arrangements.

A comparative statement showing group-wise import of commodities into
Bangladesh during 1982-83 and 1983-84 is given below:

1These procedures are set out in BISD, 20S, pages 47-49.

84-1981
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TRADE LIBERALIZATION MEASURES

The new import policy has included special provision for the import

of technology aimed at boosting the quality and production of export-

oriented industries.

Fifteen commercial items will be licensed for importation at official

exchange rate. The basis for authorization at official rate for commercial

items will be at least Tk 50,000.

The system of issue of permit by C.C.I. and E. against import under

WES will be discontinued and replaced by L.C. Authorization System.

Local computer companies have been allowed to import computers and

spares without prior permission up to Tk 10,00 lakhs.

Wage earners abroad have been allowed to import complete capital
machinery without L.C. by direct remittances from abroad.

Restrictions imposed earlier on some items have been liberalized for

the interest of national industries:

1. There will be no need of any prior permission for the import
of rubbers:
(i) R.S.S. 1 and (ii) R.S.S. 2.

2. Grinding paste will be importable next year.

(Valu in million taka)

Commodity Group 1982-83 1983-84

1. Food and other items of food 10,228.4 12,410.0
2. Beverages and tobacco 57.6 60.0
3. Crude materiats,inedible,

except fuel 3,535.0 4,000.0
4. Mineral fuels and lubricants 9,765.4 8,860.0
5. Animal and vegetable oil and fats- 4,000.0 5,290.0
6. Chemicals,drugs and medicines 4,442.8 4,560.0
7. Manufactured goods 10,850.0 11,360.0
8. Machinery and transport equipment 9,604.2 12,280.0
9. Miscellaneous manufactures 1,100.0 1,440.0
10. Others 1,302.0 1,370.0

Total = 54,885.6 61,630.0
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3. All machinery parts which are not locally produced will be
easily importable under Wage Earner's Scheme.

4. Previously, there was restriction on the import of some of
the machinery parts of the export-oriented fishing trawlers
but in the new policy the restriction has been withdrawn.
As such any machinery part of the export-oriented fishing
trawler is importable now.

5. From the current fiscal year, filter-tipping paper of the
cigarette industries and filter plug paper of filter rod
industries can be imported.

6. Previously, bLueprint paper was not within the importable list.
But in the new policy this item has been included in the importable
list.

7. From the current fiscal year, imports of secondary quality
CRCA sheet, tin plate and other products have been
allowed at officiaI exchange rate.

8. Foreign-exchange-earning hotels have been allowed to import
banned items with 20 per cent of their foreign exchange earnings
without prior permission.

9. Industries related with the expansion of export of quality leather
goods have been allowed to import sophisticated finished leather
according to back-to-back L.C. system.

10. Import of belt fastener, belt lacing, iron and metal clad switch
and rice cookers as well as engines, gear box, crank and marine
diesel engine of second-hand/reconditioned cars have been allowed.

11. Restriction imposed earlier on the import of stand-by-generators
has been withdrawn in view of the present load-shedding.

12. Imports of aIl counts of yarn have been permitted as there is
deficit in the supply of yarn at domestic market.

13. Date stamps can be imported as office stationery. Import of coal
and hard coal has been allowed under WES.

14. Brick producing units' need of coal will be determined on the basis
of their payment of excise duty and as such they will be allowed
to import coal on that basis at officiaI rate.
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15. Without opening L.C. any goods could be imported earlier up to
$500 under WES but in the new policy the value has been enhanced
to $1,000.

16. The restriction on import of twenty-eight commercial items under
WES has been removed in the present policy.

- RESTRICTIONS ALONG WITH JUSTIFICATION

The restrictions that were imposed in the Import Policy were mainly
guided by the following rationales:

(i) Protection of national industries.

(ii) Growth of national industries in the right direction.

(iii) To avoid unhealthy competition between the national and foreign
industries.

(iv) To encourage the development of these national industries
whose development is more urgent for the achievement of
overall economic development of the country.

(v) Improvement of the balance-of-payments situation of the
country.

(vi) To aid the growth of output of national industries.

(vii) To encourage the consumption of domestic goods.

(viii) To restrict import of goods for conspicuous living, on the one

hand, and to increase government income, on the other hand.

Export policy

The objectives of the export policy are to:

(a) Increase the total export earnings in order that it contributes
effectively to the balance of payments support.

(b) Expansion of the share of non-jute, non-traditional and
manufactured items in our total export efforts.

(c) Rationatization and further improvement in the administration
of export incentives.

The export policy comes into force from July and continues to next
June. The objective of the policy is to increase export earnings with a
view to improving balance-of-payments position, diversify export products
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and markets. Government is constantly trying to simplify and in some
cases extend facilities to traders for boosting export.

Bangladesh's export earnings are not enough even to meet 30 per cent
of the import bill Falling prices of primary commodities, protectionism
in importing countries, sharp deterioration in terms of trade and declining
aid disbursements have exacerbated adjustment problem in the external sector.
The economy of the country continues to remain victim of chronic and
increasing current account deficit. These odds are adding to the problem.

Despite increase in volume of export, in many cases the earnings have
neither gone up proportionately and nor in real terms. Great importance
is attached to the development of export in the country's overall economic
development programme and Government has offered a package of incentives to
the export trade. These measures, it is believed, will increase the
earning from exports and narrow the import-export gap and help attaining
the goal of self-sustaining economic growth. The strategies undertaken
for development of foreign trade are expanding production of commodities of
high demand in the world market, improving salesmanship, strengthening
management, improving quality control procedures and time fulfilment of
contracts.

Government persistently has been following policies designed to
increase production and create exportable surplus. While such policies
would have to be further strengthened and vigorously pursued, the inter-
national economic situation has to be kept in mind in fixing export targets
on a realistic basis. A number of factors have been standing in the way of
a sharp rise in the growth rate of our exports. Supply constraints, narrow
and undiversified export base combined with high cost of production in the
case of non-traditional manufactured goods limit both our competitiveness
and total export earnings. Inadequate development of infrastructure,
insufficient availability of support services and difficulties caused by
management's apathy and other factors encountered by exporters in fully
taking advantage of the facilities and incentives extended by the Government
further limit our ability to export.

Export earnings during 1983-84 are estimated to be Tk.20,250 million,
i.e. $825.10 million ($1.00 = Tk 25.54). Compared to equal exports of
Tk 16,162.4 million,i.e. $686.60 million (US$1.00 =Tk 23.54) during
1982-83, this is 25.29 per cent higher in taka terms and 20.18 per cent
higher in dollar terms. This also implies exceeding the target set for
1983-84 by 15.71 per cent in taka and 16.94 per cent in dollars.

Export strategies

The main thrust of our export policy is to increase our export earnings
to meet our import bill. Government has been continuously striving to
increase production in order to generate exportable surplus for attaining
self-reliance. Despite substantial increase in export earnings, volume
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growth does not, however, appear to have improved significantly, although
the world economy has started showing a perceptible sign of recovery. The
major constraints to export development continue to be the following:

(a) low level of industrial as well as agricultural production;
(b) higher cost of production of some of the exportables(paper and

allied products, engineering products, etc.);
(c) narrow range of exportable items;
(d) inadequate infrastructure and support services.

To overcome these factors, conscious efforts are to be made and wherever
possible better incentives are to be provided to further encourage exports.
Strategies incorporating incentives as well as improvements of the existing
ones are, accordingly, proposed on the basis of recommendations of a Study
Report as well as suggestions received from various concerned agencies.

Balance of trade

As in the past, the international trade in 1983/84 was also adverse.
This has become a regular feature of the international trade of the country.
Though volume of export is increasing rapidly, the increased prices of
import, inflation, devaluation and increased import of foodgrains are the
main causes of trade deficit.

Below is given the balance of trade for the last five years:

Year Export Import (Value in million Taka)(-) Deficit

1979-80 11,242.6 28,304.6 (-) 17,063.0
1980-81 11,599.0 32,368.7 (-) 20,769.7
1981-82 12,555.4 34,543.5 (-) 21,988.1
1982-83 16,162.4 54,885.6 (-) 38,723.2
1983-84 20,250.0 61,630.0 (-) 41,380.0

Rate of exchange

$1 = Tk 15.00 in 1979-80
$1 = Tk 16.00 in 1980-81
$1 = Tk 19.50 in 1981-82
$1 = Tk 23.76 in 1982-83
$1 = Tk 24.98 in 1983-84



BOP/247
Page 7

Balance of payments

Since independence Bangladesh has been facing.difficulties in balance
of payments. The gradua deterioration of terms of trade, more import and
less export are responsible for the difficulties.

Increased pricesof imports,devaluation and greater import of foodgrains
have caused the deficit in 1983/84.

Below is given the balance of payments situation for the last two
financial years:

(Millions of Taka)

1982-83 1983-84

1. Merchandise imports (c.i.f.) (-) .56,650.0 (-) 61,630. 0

2. Merchandise exports (f.o.b.)

3. Services accounts

(a) Payment
(b) Receipts

4. Unrequited transfers

(a) Private transfers
(b) Government transfers

5. Balance on current account

6. Capital transfer and
other loan/grants
(a)
(b)
(c)
(d)

Food
Commodity and cash
Projects
Trust fund

7. Debt repayment

8. IMF account

(a) Receipts
(b) Payments
Membership contribution

9. Short-term and other capital
(a) Short-term loan
(b) Other capital

10.

11.
Overall balance

Changes in net foreign
exchange reserve (- means
increase)

12. Adjustment account

(-) 2,658.0
(-) 8;133.0

5,478.0
14,224.0

14,224.0

(-) 26,478.0

35,106.0

7,458.0
12,462.0
15,186.0

(-) 2,291.0

1.,082.0
1,333.0

(-) 1,251.0
.

(-) 3,364.0
(-) 1,993.0
(-) 1,371.0
(+) 4,055.0

(-) 5,656.0
1,601.0

(-) 2,300.0

(-) 9,49Q.0
7,190.0

14,860.0

14,860.0

C-) 28,820.0

36,220.0

6,250.0
10,740.0
19,230.0

C-) 1,900.0

130.0
1 ,380.0

C-) 850.0
400.0

(-) 2,470.0

(-) 2,470.0

*=)3,160.0

(-) 3,160.0

18,606.0 20,250.0

.
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Terms of trade

The commodity terms of trade of the country is given by the ratio of

export prices to import prices and shows the different values of imports
which could be received in exchange for a given volume of exports on the

basis of price relations atone. The income terms of trade, on the other

hand, measures changes in income earned on account of exports through the

change in commodity terms of trade.

The commodity terms of trade, therefore, measures the country's import

capacity (i.e. purchasing power of exports) in terms of exports atone.

The movement of the estimated terms of trade of Bangladesh in recent years

is shown below:

COMMODITY AND INCOME TERMS OF
TRADE OF BANGLADESH

(Base: 1975-1979 = 100)

Though the export based capacity to import (i.e. income terms of trade)
deteriorated during the years 1978-79 through 1981-82 as compared with
1977-78, the income terms of trade, had, however, shown a significant
improvement in 1982-83 due mainly to a gain in commodity terms of trade
although some increase in export volume also partly accounted for it.

The gain in income terms of trade in 1977-78 as compared with 1976-77
showed increase in commodity terms of trade as export volume declined
during the year. The deterioration in income terms of trade during 1978-79

as compared to the preceding year was due to a sizeable decline in export
volume as the commodity terms of trade improved during the same period. The

deterioration in 1979-80 resulted from a decline in commodity terms of trade

as well as a small decline in export volume. The sharp deterioration in the

year 1980-81 was due mainly to decline in the commodity terms of trade. The
decline in income terms of trade in 1981-82 was entirely due to deterioration
in the commodity terms of trade as export volume recorded some improvement.
The significant increase in the income terms of trade during 1982-83 compared
to 1981-82 was due to the increase in both commodity terms of trade and

export volume index.

Period Export Import Commodity Export Income
price price terms of volume terms of
index index trade index. trade

976-77 104.02 90.84 114.51 103.48 118.49
977-78 122.81 82.88 148.18 102.63 152.07
978-79 153.39 100.14 153.18 98.75 151.26
979-80 191.60 127.44 150.35 97.95 147.27
980-81 174.99 166.08 105.36 104.91 110.53
981-82 167.66 194.74 86.09 110.80 95.39
982-83 211.10 206.73 102.11 111.71 114.08


