






































































































































































































































































































































































































































relation to Bangladesh Taka over the past years 1is. also an important factor

i ~t+har
nd other

o

behind the differences in unit labour cost between Bangladesh
countries. The lesson for Bangladesh is that in brder to remain internationally
competitive, labour productivity should be enhanced through development of skill
and introduction of modern machinery and technology. Wages should be linked
to productivity, and the exchange rate should be properly managed and allowed

to move in line with that of the major competing countries.

13. The BTMA has long been complaining about the provision of paying advance
income taxe§ at the time of importing raw materials and spares. This provision
greatly inconveniences the textile mills as most of these are plagued with acute
paucity of working capital. Moreover, payment of taxes with each and every
transaction creates administrative problems for the mills. The provision is also
unnecessary because income taxes can be conveniently assessed annually. In the
interest of smooth functioning of textile mills and to facilitate unhindered

availability of inputs, they should be exempted from payment of advance income

taxes.

T
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Chapter Vill

Devising An Institutional Suppori Mechanism

The Nsed for an Institutional Support Mechanism

The overwhelming importance of the textiles sector in the Bangladesh
economy in terms of employment generation as well as _foreign exchange earnings
is now generally recognized. Moreover, the sector is expected to play a catalytic
role in the country’s industrialization process. The Bangladesh Textiles Policy
1995 recognizes this and has also declared it as a thrust sector. Yet, the biggest
sub-sector in the industry viz., cotton spinning is currently beset with
multifarious problems, what with faulty government policies and partly due to an
element of unfairness in competition it faces from some nevighbrouring countries.

It is urgent, therefore, that some remedial actions are taken for the
harmonious development of the industry and its sustained growth. This is crucial
in order to achieve the targets set by the Government for 2005 to competitively
meet the post-MFA challenges. This report has endeavoured to come out with
some concrete policy suggestions towards that end. The recommendations are all
based on identified problems and also draw on the wisdom of other country
experiences. Such an exercise is of course vital to drive home the rationale of
our arguments. However, this is relatively the easier part of the task. The more
difficult phase - which 1is also the really effective one - relates to the
implementation stage. It requires as much a strong political will for inter- and
intra-sectoral conflict resolution as an appropriate institutional mechanism to

successfully put the remedial actions in practice. Such an institutional mechanism
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can be viewed in the context of different time frames and can belo
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rivate sector and the public authorities.

Private Sector Institutions

In the short-run, in order to motivate the political leaders and the
bureaucracy, it is the private sector institutions which need immediate
strengthening in terms of their capacity for research, advocacy, and lobbying.
The findings of this report should be immediately publicized in different relevant
fora. Steps may be taken to publish the full report. However, to begin with,
press briefings may be arranged by the Bangladesh Textiles Mills Association
(BTMA) so that the general public as well as the policy makers can be made
aware of the legitimate demands of the industry. BTMA should also take up its
case with the various chambers, including the FBCCI, in order that they can also
exert influence on the Government to promote cotton spinning and safeguard its
interests by timely implementation of the recommendations. Seminars and
conferences should be organized to have free exchange of ideas with participation
from business/industry, the relevant public officials, and researchers and
academics. At the same time, BTMA should engage in strong lobbying to convince
the policy makers in the various Ministries about the urgency of protecting and
promoting the interests of the spinning industry. If necessary, professional
lobbyists can also be hired for the purpose.

However, to carry out these tasks eff‘ectively, BTMA itself needs to
strengthen its position which may be possible over a medium-term period. Studies
have shown that most business/industrial chambers/ Associations in Bangladesh
currently suffer from organizational problems and weak financial base. Moreover,

in spite of their legally autonomous status, the Government retains significant
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power to take over their administration if it is deemed necessary on grounds of
restoring discipline. Therefore, in order to turn these bodies strong and more
vibrant, the Government itself has a role to play as also ‘technical assistance from
donors. But the main initiative must come from the private sector itself by taking
a drive to increase membership and introducing other internal reforms. The
Chambers/Associations should then be increasingly vocal and assertive to get
their viewpoims.effectively reflected in Government’s policy decisions. This
should also be welcome by the Government as it fits the presently accepted
coalitional development strategy in which the public and private sectors interact

#

with each other to generate synergies for growth.

.

Govemment Institutions

As the private sector becomes more dynamic, the government institutions
should also be more pro-active. And this has to be a continuo;.xs process covering
all time frames. While existing institutions need to be revamped, there is no
reason why the Government should shy away from building new institutions if the
exigencies of the circumstances so demand.

To start with, all out efforts should be made to improve the capability'of
the governmental machinery responsible for formulating and implementing
industry-related policy. At the moment, the policy making apparatus in
Government is highly fragmented. There are a number of government ministries,
divisions, and autonomous bodies under different ministries that are directly or
indirectly involved in the preparation and implementation of policies pertaining

to the textile sector.’® For purpose of ready reference, the core functions and

3% These are the Ministries of Commerce, Industries, Texti%es, anfi et
Finance; organizations and constitutional bodies attached to various Ministries,
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responsibilities of these governmen

tal bodies are briefly described in
ta DOdies are Drieiily describea 1n

following.

(A) The Ministry of Commerce (MOC) is responsible for formulation and review
of export and import policies and deals with all matters relating to tariff settin ;T..
tariff valuation, general and international agreements on tariff, and relationships
with international organizations like WTO, UNCTAD, and ITC, and najor regional

trading blocs.

(B) The Ministry of Industries is responsible for administration of industrial
policy, formulation of import policy relating to industry, and consideration of

tariff as a measure of safeguard to local industry.

(C) The Ministry of Textiles prepares industrial policy for the development of
textile industries, advises the Government for protection of local industries
through imposition of duties and taxes, collects and compiles market reports on
both local and foreign textile products, and recommends remedial measures as and

when required.

(D) The National Board of Revenue (NBR) under the Internal Resources Division
of the Ministry of Finance deals with matters relating to all taxes, duties, fees
etc. (other than land revenue) and the administration of all Excise, Customs, and

Taxation Services.

such as the Tariff Commission, the Export Promotion Bureau, and the Office of
the Chief Controller of Imports and Exports under the Ministry of Commerce;
and National Board of Revenue, the Collectorate of Customs and Excise, and the
Directorate of Customs Intelligence and Investigation under the Internal
Resources Division of the Ministry of Finance.
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is responsible for the preparation and formulation- of import policy and its

1T

implications, and also coordinates the activities with customs authorities and the
Ministry of Industries.

(F) The Collectorate of Customs (under NBR, IRD, Ministry of Finance)
administers, among others, thé Customs Act 1969, the Excise and Salt Act 1944,
the Import and Export Control Act 1950, and the Foreign Exchange Regulation Act
1947, and is also responsible for prevention of smuggling. ,

{(G) The Directorate of Customs Intelligence and Investigation (under NBR, IRD,
Ministry of Finance) collects and disseminates information on smuggling and links
up with the Departments of C.I.D., S.B., N.S.I., B.D.R., and other Border forces for

the exchange of information.

-~

(H) The Export Promotion Bureau (under Ministry of Commerce) formulates an
integrated export development strategy, makes continuous review and advice on
the adeguacies of policies in light of changing international market conditions and
acts as a Secretariat of the Government in formulating export policy of the

country.

Shortcomings of Governmental Institutions

There is a lack of proper coordination among the various governmental
entities and, as is apparent from the foregoing paragraphs, it results in
duplication of work and waste of time and resources. Policies and practices of

different organizations are often found to work at cross purposes. Because of the
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fragmentation of responsibilities and duplication of tasks, local industries that
require immediate solution of their problems fail to have their grievances
properly heard and obtain speedy resolution of their problems.

The different institutions and organs of the government lack expertise to
deal with the problems of industrial enterprises. They are run by bureaucrats
who are either not adequately informed about and conversant with trade and
industry related problems or do not have the commitment or motivation since, in
the bureaucratic tradition, their assignments are purely temporary and they hold
a particular office for a very short length of time. Their services being
frequently transferable, the accumulated experience of an official in a particular
assignment cannot be used to any advantage by the organization concerned.

These institutions have to depend very greatly on the studies undertaken

by the donor agencies for policy making purposes. This is essentially because
they do not. have _the necessary expertise to deal with the prlbblems of the
industries, a consequence of which is that they increasingly rely on donor
agencies for policy guidance that is bound to be in line with donors policies.
All this calls for bringing in improvements in the Government’s
administrative machinery. Enhancement of institutional capabilities and skill of the
personnel will reduce excessive dependence on donor sponsored researches and
studies for identifying and finding solutions of problems of the economy and its
various sectors. The .influence of donors in matters of formulating domestic

policies will thus be correspondingly reduced.

Bangladesh Tariff Commission (BTC)

Most relevant, and also most important, for purpose of trade and industrial

assistance policies pertaining to the country’s textile sector is the Bangladesh
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Tariff Commission (BTC), a constitutional body attached to the Ministry of
Commerce. It has a wide range of statutory duties and functions, but the
important ones are summarized below.

of the Protective

(¥5]

The BTC carries out enquiries under sections 2 and
Duties Act 1950, and considers and recommends what protective tariffs or other
forms of assistance are necessary for the protection of an industry.

It investigates into allegations of dumping and other methods adopted in
the import and sale of foreign goods in so far as they affecﬁ the interest of
domestic industry.

It also investigates into the export potential of industries applying for
protection and recommends measures which would, along with affording protection
into the hdme market, improve the export prospects of such industries.

It examines the rates of import duty as between raw materials. and finished
goods with a view to recommending adjustments in rates so as to improve the
competitive position of domestic industry.

It also investigates into the administration of customs, tariff, and excise
duties with a view to determining their effects on domestic industries.

As is well known, however, currently the Bangladesh Tariff Commission
which deals with issues relating to industrial assistance is seriously handicapped
by tradition, status, and lack of adequate expertise. It has an "image" problem
as it is treated only as an appendage of the Commerce Ministry for all practical
purposes. From the legal point of view, too, its recommendations are not
mandatory. Although some attempts were made in the past to strengthen the
Commission, apparently they did not yield the desired results in terms of long-

term institutional growth.
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However, under the circumstances and in the immediate context, the
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the Tariff Commission to get the recommendations impiemented. Over the medium-
and long-run though ‘either the Tariff Commission will have to be remodeiled and
recast with additional legal authority or an alternétive Commission should be set
up to exclusively deal with trade matters with adequate powers to settle issues

on its own.

Formation of a National Trade Commission

For purpose of convenience, however, and also in order to take advantage
of the institution that already exists, we recommend that the Bangladesh Tariff
Commission be revamped and renamed as National Trade Commission (NTC). It shall
be a high-powered body, and its recommendations regarding industry related
problems and policies will be mandatory. In order to ensure its independence,
free of any untoward influence in policy making matters, its Chairman and the
members shall be appointed for a reasonably longer tenuré of office, say six to
nine years. They will be experts in wide areas of trade and industry with strong
academic and professional background, and competent to carry out in-depth
study and analysis of problems of local industries. They should be able to assess
the implications for domestic -industry of internal policies, policy changes in
major trading partners, bilateral, sub-regional, regional and multilateral tariff
agreements, as well as changes in international trading environment as reflected
in decisions adopted in WTO, UNCTAD, etc., and developments in major trading

blocs like EU, NAFTA, and the ASEAN.
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The NTC will be expected to perform the following functio
1) it will be required to engage in extensive research, conduct
specialized studies, and maintain a high degree of expertise in all matters

relating to Bangladesh’s international trade policies.

2) 1t will defend local industry against injurious and unfair trade
practices of other countries in a manner consistent with Bangladesh’s

international trade obligations under the WTO rules.

3) It will conduct investigation upon petition on behalf of an industry,
a firm or a business association, business chamber, or other entity representative
of an industry to determine whether an article is being imported in such
increased quantities as to be a substantial cause of serious injury or threat
thereof to the domestic industry producing a like article which is directly
competitive with the imported product. If the NTC’s finding is affirmative, it
would recommend such action (e.g., imposition of anti-dumping or countervailing
duty) as would address such injury and effectively facilitate positive adjustment

by the industry to import competition.

4) The NTC will conduct investigations to determine whether there is
reasonable indication of material injury to, threat of material injury to, or
material _retardation of an industry in Bangladesh by reason of imports of foreign
merchandise allegedly being subsidized or sold at less than fair value. If the
NTC’s finding is affirmative, it will recommend remedial action within the purview

of the country’s international trade obligations.

121



59 It will conduct investigations to determine whether, as a result of the

reduction or elimination of a duty provided under bilateral and regio
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or directly competitive with the imported article.

6) It will investigate into any disadvantageous position of an industry
due to domestic or external policies upon complaints from the industry, or

independently of any complaints.

7) It will have the obligation on a continuing basis to assess
implicatdons of all international treaties and agreements pertaining to trade for

the growth and development of Bangladesh’s trade and industry.

8) It will provide intellectual support to the Government by enhancing
its negotiating skill and capability in meetings of international organizations like
WTO and UNCTAD, and in conducting tariff negotiations with regional

arrangements like SAARC and other sub-regional forums within and outside

SAARC.

9) The NTC will gather detailed information about all industry related
problems, which may be structural in nature, or due to faulty domestic policies
or unfair external policies, and take remdial actions irrespective of whether

complaints have been lodged by an industry or not.
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10) It will gather and make available to concerned government agencies

)

angladesh’s major

(99}

all information about policies of
major economic powers, international organizations like WTQ, UNCTAD and ITC, and

various regional trading blocs like EU, NAFTA, ASEAN, etc.

11) The NTC will be the focal point concerning the country’s trade and
industrial policies and facilitate coordination of different Ministries, Divisions and
Agencies, and ensure that the policies undertaken by various Governmental

bodies do not work at cross purposes.

12) In short, the National Trade Commission will be responsible for
constantly monitoring the problems of the country’s industrial sector, formulate
policies and programmes to enable local industry to acquire efficiency and
competitiveness, recommend measures to give relief to local industries affected
by cheap imports, and provide intellectual support to the Government to enhance
its capability to effectively negotiate on trade matters with bilateral trade

partners and in regional and international forums.
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