
























































































































































































































































































generation capacity of Bangladesh, problem of power shortage will remaiil for 

a t least next 3-4 year s . An immediate solution may be found in encouraging the 

s pinnin g mills , through adequate in centives, to set up their ow n generators . The 

r eq uired ince nt ives a r e th e provis ion s of duty free i mport of generators, interes t 

free and eas ily accessib le loans to set up generators , and suppl y o f gas at the 

same rate a8 is a llowed t o PDB for power generation. Most of the mills t hat ha ve 

thei r own gas based power generators, s uffer from low gas press u re which makes 

the generator inoperative. To remedy this problem , one solution may be to 

p rovide express gas lines to places where group of textile mills are located or, 

alternatively, incorporating booster pumps in the existing gas lines . A long term 

solution, how ever, lies in expanding generation capacity of the country a s a 

whole, throu gh private sector participation, including fo reign pr ivate investment 

in the energy sector. 

11. Ma n- mad e fibre is one of the basic r a w materials in the production of yarn. 

Im port duty on man- made fibre(MMF) incr ea ses the p rod uction cost of yarn. 

Recognizing its importance, the Govern men t have r ecen tly b r ought down the 

im port duty o n MMF to 2.5 per ce nt from the previous 7.5 per cent . Ma n- made 

fibre s hould however be t reat e d as com plementary to raw cotton in yarn 

prod uction and 71 ence the impor t duty the reon should also be brou ght down to 

zero. 

12. Unit la bour cos t in Bangla desh's spinning is mu c h higher than in all other 

om parator countries, in clu din g Japan where hour ly wa ge r ate is the hi ghest. Lo w 

:abour productivity is the main reason whic h nullifies the advantage of low wage 

::ost in Bangladesh. Faster depreciation of Ind ian and Pakistani currencies in 
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relation to Bangladesh Taka over the past yea rs is also an important factor 

behind ;:he differences in u nit labour cost between Bangladesh and other 

countries. The lesson for Bangladesh is that in ~rder t o r em ain internationally 

competitive, labour productivity should b e enhanced th roug h development of skill 

and introd uction of mod ern mac hine r y and technology. Wages should b e lin ked 

to productivity, and the exchange rate should be properly managed a nd allowed 

to mov e in line with that of the ma jor co mpeting countries . 

13. The BTMA has lo n g been complaini n g abou t t he provision of paying ag.vance 

income taxes a t t he time of importing raw materia ls a nd spar es. This p r ovision 

greatly i nconveniences the textile mills as most of these are plague d wit h a c ute 

paucity of working capital. Moreover, payment of taxes with each a n d every 

transaction creates administrative problems for the mills. The provis ion is a lso 

unnecessary because income taxes can be conveniently assessed annually . I n the 

interest of smooth functioning of t extile mills and to facilitate u n hi nd e red 

availability of in p uts, t hey should be e xemp t ed from pay ment of ad vance incom e 

taxes. 
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Chapter VI ~ I 

e ,'is ng An Ins"Uuiio j all Suppo Mec a sm 

The Need for at institutional Support Mechanism 

The overwhelm in g importance of t he t ext iles sector in the Bang ladesh 

economy in terms of employment generat ion as we ll a s foreign exchange ea r nin gs 

is no w ge nerally reco gnized . Moreover, the s ector is expected to p laya ca ta ly t ic 

r ole in t he cou nt ry's indus t r ialization p r ocess. The Bang la des h Textiles Policy 

1995 recognizes this a nd has also declared it as a th rust sec tor. Yet , the b ig ges t 

sub-sector in t he industry viz., cotton spinning is curren tly beset with 

multifarious problems, what with faulty government policies and partly due to an 

element of unfairness in competition it faces from some neigh bouring 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 recom mendations a re all 

based on identified problems and also draw on the wisdom of other coun t r y 

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 

d ifficult phase - which is also the really effective one - relates to the 

. plementation stage. It requires as much a strong political will for inter- and 

:ntra-sectoral conflict resolution as an appropriate institutional mechanism to 

s ccessfully put the remedial actions in practice. Such an institutional mechanism 
I 
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can be vie wed in the context of different time f rames an d can belon g to both t ~e 

private sector and t he public a uthorities. 

Private Sector institutions 

In the short-run , In order t o motivate the political leaders and the 

bureaucracy, it is the private sector institutions which need im mediate 

stren gthening in t erms of their capacity for r esearch, advocacy, and lobbying. 

The findings of this re port should be i mmediately publicized in different relevant 

fora . Steps may b e taken to publish the full r eport. However, to begin with, 

press briefings may be arranged by the Bangladesh Textiles Mills Associat ion 

(BTMA) so that the general public as well as the policy makers can be made 

aware of the legitimate deman ds 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 it s 

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 

academ ics. At the same time, BTMA should engage in strong lobb ying 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 effectively, BTMA itself needs to 

strengthen its position which may be possible over a medium-term period. Studies 

have shown that most business/industrial cham bers/ 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 'Jf 

restoring discipline. Therefore, in order to turn these bodies strong and mo:re 

vibrant, the Government itself has a :role to playas also te chnical assistance from 

donors . But th e main initiative must come from t he privace sector itself by taking 

a drive to increase mem bership and introducing other internal reform s. The 

Cham bers! Association s should then be increasingly vocal and assertive to get 

t heir view point s effectively reflected in Govern men t ' s policy dec ision s . This 

should also be welco me by the Govern ment as it fits the presen tly accep ted 

coalitional development strategy in which the public and private sectors in teract 
, 

with each other to generate syn ergies for g rowth. 

Govemment Institutions 

As the private sector becomes more dynamic, the government institutions 

should also be more pro-active. And this has to be a continuous 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 ou'" 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 

36 f' d to the textile sector. For purpose of ready reference, tha core uncttons an 

36 These are the Ministries of Commerce, Industries, Textiles, and 
Finance; organizations and constitutional bodies attached to various Ministries , 
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responsibilities of these governmental bodies are briefly described i;1 ·\..e 

following, 

(A) The Min istry of Commerce (MOC) is responsible for formulation and reVieN 

of export and import policies and deals with all matters relating to tariff setting, 

tariff valuation, general and international agreements on tariff, and relationshi ps 

with international organizations like WTO, UNCTA D, and ITC, and najo r regional 

tra ding blocs. 

(B) The Minis try of Indus tries is responsible for administration of industrial 

policy, formulation of import policy relating to ind us t ry, and considerat ion of 

tariff as a measure of safeguard to local industry, 

(C) The Minis try 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 an d 

when required. 

(D) The National Board of Revenue (NBR) under the Internal Resources Division 

of the Minis try 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 Prom otion Bureau, and the Office of 
the Chief Controller of Imports and Exports under the Ministry of Commerce; 
and Nationa-l ' 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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(E) The Chie Contr oller of Impor ts and Exports (under the ~iflist:-y or Comm"'!rce, 

is respo nsible fo r t he pre pa ration a n d for mulat ion of impo r t policy an u i ts 

imp licatio ns, an d also coordinates t he a ctivities with customs autho rities an d the 

Ministry of Industries. 

(F) The Collectorate of Customs (un der NBR, IRD, Min ist:-y of Finance ) 

administers, among others, the Customs Act 1969, the Excise and Salt Act 1944, 

the I mport and Export Control Act 1950, and the Foreign Exchange Regulation Act 

1947, and is also r esponsib le for prevention of smuggling. /' 

(G) The Directorate of Customs Intelligence and Inves tigation (under NBR, IRD, 

Ministry of Finance) collects and disseminates information on smugglin g a n d links 

up with the Departments of C.LD., S.B., N.S.I., B.D.R., and other Border forces fo r 

the exchange of information . 

(H) The Export Promotion Bureau (under Ministry of Com merce ) form ulates an 

integrated export development strateg y, makes continuous review and advice on 

the adequacies of policies in light of changing international market conditions and 

acts as a Secretariat of the Government in formu lating export policy of the 

co untry. 

Shortcomings of Governmental Institutions 

The re is a lack of proper coordination among the variou s governmental 

entities an d, as is apparent from the foregoing paragraphs, it results i n 

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 

r equire immediate solution of their problems fail to have their grievances 

prope rly heard a n d obtain speedy resolution of their problems . 

The different institu tion s and organs of the government lack expertise to 

deal with the problems of industrial enterprises. They are run by bureaucrats 

who a re either not adequately informed about and con versant with trade and 

industry related problems or do not have the com mitme nt or motivation since, in 

the bureau cratic t radition, their assign ments are purely tem porary and they hold 

a particular office for a very short length of time. Their services being 

fre quen tly t ransferable, the accumulat ed experience of an official in a particular 

as signment cannot be used to any advantage by t he organ ization concerned. 

These institutions have to depend very greatly on the studies underta ken 

by the donor agencies for policy making purposes. This is essentially because 
' . 

they do not have .the necessary expertise to deal with the problems 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 cal1s 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 form ulating domestic 

policies will thus be correspon dingly 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 Banglades 
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Tariff Commis s ion (BTC), a constitutional body attached to the ~lnistry of 

Commerce. It has a wide range of statutory duties an d functions, but the 

important ones are summarized belo w. 

The BTC carries out enquiries under s ect ions 2 and 3 of the Protective 

Duties Act 1950, an d considers and recom mends what protective tariffs or other 

form s of a ssistance a re necessary for the p rotection of. an industry. 

It investigates into allegations of dumping and other methods adopted In 

the i m port and sale of fo reign good s in so far as they affect the interest of 

domestic ind ustry. 

It a lso investigates into the export poten tial of industries applying for 

protection and recommends meas ures which would, along with affording protect ion 

into the home market, improve the export prospects of such industries. 

It examines the rates of import duty as between raw materials an d finis hed 

goods with a view .to recom mending adjustments in rates so as to im p rove 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 Bang ladesh Tariff Com mission 

which deals with iss ues relating to industrial assistance is seriously handicappe d 

by tradition, status, and lac k 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 v iew, too, its recom mendations are not 

mandatory. Although some attempts were made in the past to strengthen the 

Commission, apparent ly they did not yield the desired results in terms of long­

term in stitutional growth. 
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However, under the circumstances and in the immediate CO'1te:c:. ~he 

spinning industry nas litcle option but to explore all possible avenues inciuding 

the Tariff Commission to get the recommend ations impiemented. Over the medium­

and long-run though either the Tariff Commission will have to be remodelled and 

recast with additional legal authority or an alternative 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 tak e advan tage 

of the institution that alread y exists, we recommend that th e Bangladesh Tariff 

Commiss ion be revamped and renamed as National Trade Co mmiss ion (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 

mem bers shall be appointed for a reasonably longer t enure of office, say six to 

nine years. They will be experts in wide areas of tra de and industry with strong 

academic and professional bac kground, and competent to ca rry out in-·depth 

study and analysis of problems of local industries. They sho uld be ab le to assess 

the implications for domestic industry of internal policies, policy changes in 

major trading partners, bilateral, sub-regional, r egional and multilateral tariff 

agreements, as well as changes in international trading environment as reflected 

in decisions adopted in WTO, UNCTAD, etc., and developments i n major trading 

blocs like EU, NAFTA, and the ASEAN. 
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The NTC will be expected to perform the following fu ncticlls: 

1) It will be re q uired to engage in excensive research, conduct 

s pecialized studies, and ma 'ntain a high degree of expertise in alL maLters 

re lating to Ba nglades h' s inter na tional trad e policies . 

2) It will d e fend local indust r y a gainst in j urious a n d u nfair t rad e 

p ractices of o t her countries in a manner con s is ten t with Bang la d es h's 

interna tional trade obligations under the WTO rules. 

3) It wiH conduct in vestigation upon petition on behalf of an industry, 

a firm or a b usiness association , business chamber, or ot her entity re p resentative 

of an industry to determine whether an article is being imported in suc h 

increased quantities as to be a substan tia l cause of serious injury or threat 

thereof t o the domestic industry producing a like articl e which is directly 

competitive with the imported product. If the NTC's finding is affirmative, it 

would recommend such action (e.g., imposi tion of anti-dumping or countervailin g 

duty) as would address such injury and effectively facilitate positive adjustment 

by the indu stry to import competition. 

4) The NTC will conduct investigations to determine whether there is 

reasonable indication of material injury to, th reat of material inju r y to, or 

material retardation of an industry in Bangladesh by reason of im ports of foreign 

erchandise allegedly being subsidized or sold at less than fair value. If the 

:TC's finding is affirmative, it will recom mend remedial action within the purview 

f the country's international trade obligations. 
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5) It -,,-ill conduct investigations to determine whether , as [~ :-esult 01 ::, e 

rt;;duction or elimination of a duty provided under bilateral .fid regicmal trade 

ag r ee ments (e .g. , SAPTA), import of an article increases to such quantity that it 

ca u ses s erious inju ry to the dom estic indust r y producing an article that -is like 

or irectly competitive wit h the im ported article. 

6) It will inves t iga te into any d isadvan tageous position of an industry 

due to domestic or external policies upon complain ts fro m the industry, or 

independently of any complaints. 

7) It will have the obligation on a continuing bas is to asses s 

implicati ons of all international treaties and agreements per~aining to trade for 

the growth and develop ment of Banglades h's trade and industry, 

8) It will provide intellectual support to the Government by enhancin g 

its negotiating skill and capability in meetings of international organizations lik e 

WTO and UNCTAD, and in conducting tariff negotiations wit h regional 

arrange ments like SAARC and other sub- regional forums wit hin and outs ide 

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 rem dial actions irrespective of whether 

complaints have been lodged by an industry or not. 
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10) It will ga t her and make available to oncerned govern ment agencies 

ali infor mation about policie s or Bang ladesh s ma;or :rading part:ler coun-crie s, 

ma jor economic powers, in ternational organizations like ?ITO, UNCTAD and IlC, an d 

various regional t rading b locs li ke EU, liAFTA, AS EAN, e(c. 

11) The NT C will be the focal point con cerning th e coun t ry ' s t r ade a nd 

ind ustria l policie s and facilitate coor dination of diffe r ent Minis tries, Jivisions a nd 

Agencies, and ensu r e tha t the policies u nd e rtak e n by va rious Govern mental 

bodies do not wor k at cross purposes. 

12) In short, the National Trade Co m mission will be responsib le for 

constant ly monitorin g the prob lems of the coun t r y' s industrial sector, formu late 

policies and programmes to enable local industry to acquire efficiency and 

competitiveness, recomm en d measures to give relief to local industries affect e d 

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 foru ms. 
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