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. GHAPTER 1 ‘9

SUMMARY AND RECOMMENDATIONS

Pre-indepéndence trade of Bangladesh waé divided into
two parts: interwing trade wii:h’%si%kiatm (éx:ésent Pakistan)
and forelgn trade with other countries, The significant feature
of her trade during this period was that Federal Government
located ak West Fakistan used foredgn trade ag instrument to
exploit Bangladesh:, (i.e Eést Pakistan), Bangladesh.had a sﬁr-»
plus fﬁalancg of trade in almost all the years while West '
Pakistan as well as Pakistan as a whole had a deficit balance
of trade with forelgn countries,

On the other hand Bangladesh had defici!: in balance of
trade with West Pakistan, The surplus foreign exchange earﬁings
of Bangladesh were used to finance the developmental imports of
West Pakistan, West Pakistan's export to Bangladesh was a
. trade diversion in the sense ihat tmy raplaced the cheaper
imports from elsewhere, This was done by discriminatory trade
p’ﬁlic;y of the government, Trade was used as a mechanism of
resource ' | transfer from Bangladesh to West Pakistan, The trade
policy was so des’igne& that it restricted developmental imports
of Bangladesh and helped industrialisation of Weat ‘Paklatan,
It used Bangladesh a neocolonial market of industrial output
of Wast Pakistan and restrictéa ﬁer’inéh:a"cria& aeveiobmeﬁt..
During the whole period of about 28 years Bangladesh exports
were dominated by jute items and no structural cﬁange took
place in it, “"Foreign trade is one of the many indices by
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which a ccu‘ntzy('s economic progress can be measured. A
increase in 2 mtty's foreign trade usually indicates its
advance in eccnomic efficiency® (Vershney 1954, pP«l)s The
foreign trade of Banglaﬁesh {the then Eaat Pgkistan) indlcates
her backward atage of economic deve:.cpment durding pro=
independence perioﬂ.

Dw::l.ng post—inﬁependenae pariﬁd Bangladesh e&paxta showed
an increasing trends However, her imports wvere increasing at
a fagter rate than her exports, Her imports rose by 20,2
bfemem: per annum against 18,29 percent rate of increase of
her exports at continuous compound rate, That is her export was
lagging behind her :impo:ts with regard to gmwth. However, t:he
growth rate of mport was decelerating at a higher z:ate than
her exgort. During 1980=81 +o 198687 the g:owth’ rats of export
was higher than that of her importsa '

Among aome Asian countries wpom as percentage ol
imports inareased in Japan, Indonesia, Ranublic of Korea,
Singapore /ana I-longkeng and decreased in Bancladesh. xnaia,
E’akistan. Ma!.aysia, s:.-:l. Lanka, Thailand and the Phuippinem

Bangladesh imports were dominated by food items (rice’
and w‘heat)l;.\ The rapid population growth (2.6 per cent) and low
prédqcuvzty of agricultural ‘saqtor ‘was énlarging the gap
batween domestic production and :;equire&#eni:s of foed, To prevent '
food imports the firat and foremost task of the country is to
evolve a suitoble stz:ategy to inorease food grain px;@dﬁctﬁ.bﬁ
and to slowdown population growth. Bangladesh is ma'in.iy an |
ag;.-ieﬁz,mral ‘country,. f.i?here 1&; enough potential :Eor\ achieving ‘
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a high level ‘of grom:h in agriculmal productlon. With proper

mnngement of abundant water rasmrcea and land use planning

the country ¢an easily bacama a £ood eurplus econmmr. If tha

economy can achieve self-reliance in féo& productlon a large

amount of forelgn exchande can be made avas,.};gb;a for induse
.trial devalopment, éé drastic -4p:¢}gz‘ame should be adopted to

| 1neree;sé £ood ymduci:icix /of the ceuntry on pn@arity basis.

Bang‘laaesh'a"‘ share' in the éggrégate f exports of the world
decreased £xom 0,075 percent in 19‘53 to 0,049 percent in 1984,
Hey share, ﬁbweve"t,' wase ;ng:éasing :I.nig’;ﬁe aggzegate' exports
of the nevelméing Narl;get‘ Ecopgmi.es agﬂ“t:éast D@e;opea '
Countriess ﬁhe ix;gigni.ﬂg:ant share of ;ﬁe cmmt;ry in World
~ aggregate exports exhibits that Bangzaeaésh‘ pasaeéses £33y scope
to mcrease exports in the international matket.

Bangladesh occupled 11th ppsiticn with regards to average
" annual growth rate of her exports gmgg 12 selected Asian export
promoting countries, So }ier expart_performéngze 1= lagging behind
export promoting countries of Asia. She hasl w ei:peaj.i:a furthe‘n
the growth of her export by taking positive méasure;s tﬁ‘inéregse;
supply of and vworld demand for expex‘t aonmodities. ' ‘

Baugladesh £3ced an unﬁavourable ba:lamze of trade during
1972473 to 198586, Te defictt in her balance of trade vas
:l_.nc;gaasing' over the pers.paj; The average anpﬁal rate of !.ndrease
of deficit In her balance of trade waé"highex‘ (3‘8‘42‘@9:&:2&3} :
during 1972473 to 1968081 than that (3.3.54 pereent) during .
1981-»82 to 1985-86. This deficit in he: baa.anm of trada had a
neggative impact on the growth of naticnal income and =igvgstmmt
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of tha country. 56 tﬁe economy hag to take 'siépa ‘for ewport
promotion and import aubstitumon.“&ippn p:anoti;:m and import
substitution are neither mutually exclusive nor alternative
strategies of development. Thay represent two gides of the same
coin’(M/fo Comnerce, Government of India, December 1984, p.82),
Howaver, p:eﬁereﬂqe will be given in £avour of export sector.:'-‘
Ba=ides maasures should be adépte&i o rea}xce import contents

of exports thrcugh backward integration. |

Like food items, import of fuels put heavy pressure on
foreign exchange eax‘:tiiug’s, The eocuntry has sufficient quantum
of gas deposits and abundant water resourcess nevelopment‘ of gas
and water resources and multi-purpose use of gas and water power
will reduce fuel imports. Moreover, expert opinions hold that

‘Bangladesh has enough deposit of oll ’res&areas, 8o far some
| insufficient méasures have‘ been taken to discover these
resources and extraction is gaihg on in one mine ayea, Extensive
measyres are needed to exploit these resources for economie
devg!.cépment; ~

4

Tﬁe commodity tei-ms of trade and income terms of trade of
Bangladesh was favourable during 1972«73 to 1985-86. These
favourable terms of trade induce national income anﬁ: investment
in the economy. These Savourable téz:ms of »i:raae are not a
guaranteed 9h§ncx§enon. .The world is very much competitive an‘d'
innovative. So the mﬁnt:y has to attempt to increase her \
.competitivences by reducing production cost and iaproving quality
¢f ocutput further, Skill and téchne.wgy development programmes
will be the pioneer in eccﬁm\y in this context, -
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Among different types of commodities of Bangladesh
exports, the relative importance of :\consumm: gooés; }:apital
goods and material for capital gnodé is rising in national
aggregate exports, However, the capital 'goods &nd material for
capital goods Fepresent very small. pexcentage {on average 0,9

percent each) of aggregate exports, This indicates that the
"ccfunt:y is still i.n the primar‘y stage e:f economio éave,lopmest;

Among BSTC sections the axport recelpts as well shara in
aggregatea exports of the country was increasing for faod aud
iive animals, miscellsneious manufactured artwles and nhemical
and related pmducts NEC, But the sham of the 3.aat section in

t

national aggregate axpm:ts was very smau. )

Bangza}deah @zpam was dominated by jutg items {mmadiately
atter ;ndependence as was the gase during thé' pr&-indepmdencze‘
period, But the share of jute items in aggregate exports of
the country was decreasing fwhi.le the ghare of? non-jute items.was
enhancing over the pericd. This was due to the gﬁergenqé of gome
new non-jute etsport ftems and decline in demand for jute~itams
in international market. It has been observed t:hat when
aangla&esh axports .axe clasaified under t:adttienal and non-
traditional items, the share of the former was declining by 2,28
per cent per annum while the share 6{ the latter was increasing
by 3,96 percent per anhum in aggregate export:s,a.’:' Simiiarly the
share of pr;l.ma:y comnodities was reducing while the share of
manufactured ccmwﬁitiea was increasing in aggregate axport of
the country. This shmva that some atructural c;hanges are taking
place in export composition of the country after indepandence,
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These structural chaﬁggs in exports though slow ape appreciable
under purview of ‘emnémic develorments To sustain this trend

of structural change more massive measures are recommended to
increase the production of export commodities at low cost with
high quality which possess pctez‘xtialitiés for further expansion.
Also measures should be taeken to diversify prcéuetion 1ines by
'éapping ‘unuti.lised resources of the economy.

Among major export uems the share of raw Jute and jute
goods was declining while the share of gaments. shrimps and '’
prawns, leather and leather products and tea was increasing in
the aggregate exports of the country. Here m features of
Bangladesh exports are noticeables the number of export items
that are cansidemd as major with regard to their contribution
to aggregate exports are very few in number ana among them two
. major export ltems (raﬁ jute and jute goods) are losing their
relativ;e importance due to sharp competition of syntheti¢ ~
products, Apart from ¢ompetition from synthetics Bangladesh jute
will have to ,:Eaée grow&ng' compatition £rom the rising cutput of
‘ Kenaf grown in Than«éna? S0 Bangladesh has to formilate a
long term jute policy. The country has to increase her
competitiveness 1n international jute and jute goods market by
redueing pm&zction cost, enhaneing productivity and improving
quality of production. She should not proceed to int:reasa area
under Jute mltivation beeause this will shtimc the area under
, ric:e m&tivatlon vwhich ws.:l.l again raise food’ deficit:. Here |
measuras to increase land productivity. and reduce cost of
production are appreaiablea Moraovet. to avoid the mmpetitﬂ.on
the use and production of jute goods should be aivetsifieﬁ.
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One sclientific research has préve& that the jute stick can be
used as raw materials to produce high' quality paper, Besides
t:hisﬁ jute based spediaiised textiles and carpets are alternative
uses of jute, In this context the available altermative use of
jute should be exploited and more scientific research should be
conducted to explore further diversification of jute products.

The expo:ts of Bangladesh garments were increasing at: a
rapid rate, But intraduction of quota syatem by some developed
countries along with USA haa slowed down the growth ¢f her
garment exports. Now the country has to diversify the production
of garments and £ind cut markets in ‘other developed countries
1€ she wants to increase exports of garment.

The exports of tea, leather, prawn and shrimps have been
increasing during the period under review, Almost all these
commedities have potentialities for iurther expansion,

The ahare of the ﬁouawing export items of Banglaaesh waan
mcreasing in thely xeapeutive world aggregateé exportss

SITS. code o Commodities

035 . Pish salted dried, smoked -
036 Shell fish fresh; frozen '
074 Tea

264 - Jute.

611 _ Leaﬁher

651 © . Textile Yarn

. 658 Textile articles. NEC

642 Ouber garments (mot Kit) \

844 Under garments (not Kit)
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*.{*ha continuons c:ompmma ratee of growth of thesa export Ltems
of Bangladesh was higher than that of their mapechiva wopld
exports during 1976 to 3.985,

This £inding suggésts that the competitiveness of the
country has increased with xéspect to the ame export items,
If she can sustain the competitiveness her exports of these
commoditiea will be increasing in furture, |

The conmodity concentration of her exports was declining
very slowly with development of the Countty, Still few major
extport items contribute the lion .share to aggregate exports oft
‘the country. The country should try to disperse her export
commodities theough diversification of export production in the
existing potential lines and alse sxplore market f£or mew export
Ltems, |

When the direction of Bangladesh exports is analysed
it is cbserved that the Aslan region excluding Middls East had
the highest share in her aggregate exports in 198588 which was

followed by EEC countries, Americen région and African region
respectively., The share of Asian ragion excluding Middle Bast
‘and American region was rising while the share of EEC countries

- wag almest constant, 'r;xaugh the share of some :egiaﬁs in her
aggregate exports was declining: total export :eééipﬁs from eabh
\xegion wasg ;r.c:xaasim; The nurber of cauntr;aa whose individual
share in the aggregéte axports tfaé, 2 per cant and sbove in 1985

| w86 was 12. The contribution of these gountries together
incroased from 53.95 percent in 197273 to 97,99 percent in
1965=86. The xiwnber of countries whose individual share in hepr
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aggregate eéxports in 1955-86 was more than 0.95 per cent was 2i.
Total share of these countries inressed f£rom 70,29 percent in
1976=%7 to 80422 percent in 1985«86,

UsSA had the highest share im her aggregate edporte whieb
was fonoweﬁ raspectively by Japan, Iran, Sudan, UK., Italy and
Fakistan in 1985-86, The countries whose individusl share ranged
between 3432 per.cent and 2,16 percent were Singapafe;t Belgium,
USSR, China and Federal Republie of Germany. The average annual
growth of her exports was the highest for Iran which was
fe:!:lmfed by Pakistan, Jepans China, Sudan, Singapore, Italy and
USA pespoctively. Her export growth was the lowest for UK.
which was respectively followed by USSR, ;Belgium and F.R.G,

The spport of jute m&nmacmmg was incmasing in all
countries of 12 blg importers except USSR during 1972+73 to \
198586, Similarly the export of raw jute increased in all these
countries except USSR, Garments export as well as its share
was mc;:easing in USA, U4, Italy, Singapore and F,R«G.,0nly
in Belgium ite shaoye ag well ag export was decreasing. Garments
exports entored Japan in 198566 for the first time. The export
of shrimps and prawng along with its szhare was. incre;:jssing in
usa, Japan, U.K., Singapore and Belglums Its expoxé was
increasing with decrease :*..r; share in Italy and F.RGs Thé exports
of leather increased in Singapores, FeR.Ges UsSade, Jap#nc UKoy
Italy, Belgium and China and decreased in U.S8,5.R. The exports
of tea was imx:easi.\ng in Iran, U,S.S5¢Rqss UsSA. and\b‘apan and

was decreasing in U.K,, Pakistan, ‘Singapore and FeRGe

Here two things are noticeable that msjor export items of
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Bengladesh were gaining wider market in some big importer
countriss and losing market -in other gountries, The counbkry
should try to ralse her competlitivensss by reducing production
cost and improving further the quality of production to sustain
her market, Moreover measures should be adopted to expand

market in other cotntries for her export commedities,

out éf 17 countries the average anﬁual growth of
Bangladesh export was highey trhan that of total imports (from
Other then Bapgladesh) of the country concerned for Japan, Iran
Pakistan, Italy, Singapuxe, Beloiun, F PuRGe ana Netherlands
during 1972 to 1984, It raveals that the gerfcrmance of her -
exports w2z better in these comnirles than that of her eompes
titorss Cn the other hand her export growth wés lower than that
of total lmports of the countxry concerned for USA, Sudan, U.K.,
USSR, Canada, %ustralia. Egypt, India and Balgaria, In these
coﬁntries‘hmrrexport performance was worse than that of her
compatitorss Here two steps can be prescribed for Bangladeshs
On the one hand the countxy has to 2ecept measures to hold the
competitivencss in the farmé:tcountries and ta increase

competitiveness in the latter countries on the other,

The mumber of importing ccuntries of Bangladesh exports
decreased from 110 in 1972~?31ta 100 1985-86, At the same time
the coefflcient of geegraphic concentration of her exports
inereased by 1.31 percent from 26.7 pereent in 197273 to 27.08
percent in 1985~86‘ It is remarksble that no goographic
dispersion of her axporta todk place during the period. This was
80 because the absetption of her exports was concentrating in
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H
big imubrting ¢countries, Geographic ‘concentration of raw jute,.
jute gocds, gamnts, 1eathe:: and shrimps ﬁ.ncmaaed and- that
of tea and frozen fish decreased.,

This £inding eupr;%-&a the argument that the countfy has
become succeosful in 1n¢ré§s:£ng exports only to major importing .
countries, S0 the country ‘Sheua.d have o take measufes to
increase exports to cc«untries ‘other than the mjor importers.
The share of other coum:riea in her aggregate exports is small..
‘ So if necesgayy measures g:e taken the c:ountry‘ will eas:uy be

able to increase exports in the markets of other countriess -

‘, In Bang).‘a&eéh export value index rose due to rise of En |
export price indek and quantity index. But export price index
was more prominants *he exponential rate of increase of export
- price i.izﬁex was 4,14 ,pexceptagé ;:oints higher than that of |
expéxt qixanﬁiey maefa, "fhe; average growth rate of export price
index waes higher by 4.49 'pém‘entage points than general px:ice
index which might haye helpad shift of mods £x:cm domastic
market to :Eoreign mrkets, ‘

" The export price nf raw jute 1nerea9ea by 10.73 percent
per annum with ac;celeratlen while its export q;antity degreased
by 2.03 percent per annum with retarﬁat:ion.

The export quantity and price of tea 1mreased‘ with
deceleration and amleratien respecti.vely. -But the ex;pmential
rate of rise of its export price was 15.!.9 percentaga pwints
higher than that of axpcmt quanuty. Bm:h export price and
quanti.j:y increased in case of prawns and shrimps. Jute goods ‘
and leather, The export ,pzric:e of the above commodities increased
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 to the greatest extent dua to devaluaﬂcn of Bangladesh
currency. In US donar tems the export price of diffetent
commodities m::reasaa at 10%:: rate, Om: results suppu:ted

the argumnt that there i.s a posiﬁiva asaoaiatim between ths
| changa of exmrt quantity ana exchange yatg of the ao'unﬁxy..
That is devaluatim has been succesaful, to some extent in
" increasing the export of the country. Above analysis shows that
the quantity demand) of raw Juts in international magket is
shrinkings. éo the country iieeas tso a&juat her production level
with mtemal and &.te:ma}. ﬂemand. Tnis again emphasises th&
crving need of a long run pmﬂum;ion plan for raw jute.s
‘Horizontal expansion of xaw jute production should be restricted
and only vertical devaiepment in pmductﬁ.on 19%1 may :he
recomnmended ‘

Over-avamec’t oxuhanga rates hinder the export. gmwi:h.
So a atable real exchange :ate i.s reqaired to halp the growth )
of prﬁrtz

The product!.an af ana area ardar jute eultivation was -
£luctuating w:u:h almost static: t.rend.. Its yleld per adre was
“dnereasing at a slowﬁ'ate w:lth accela:ation. The acceleration in |
 growth rate of yi.eld per aere suggests that the country will be
able to increase land p:oductiv&ty of raw juteq The ﬁluatuating
tmmd of total production haa resulted £rom the dependence of
production on natural x:ain-ffall and olimatic conditions.
Modernisation and mechanisation of pifoéuqtiép”meﬁmds of raw jute
| will be able to refuce fluctuations, Full utilisstion of land
,produétivity with modern 1::113'&{:5 will help the sgofiomy to incraease

-
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production with smaller 1a1;a area and to release some land

- £rom jute production to rice production, So cufficient measures
are to be taken to maéerniée production patterniand to utilise
£ull capacity of land productivity, - |

The proguction of tea wag innméaing in the eountrﬁrg,
Its production is to be accelerated fuﬁﬁher betause its demand
is increasing in the im:éagiéna& market. To increase its
production both horizontal and vertical expansive measures are
to be taken, Becsuse its hordzontal expansion will only cover
barpen land which are not suitable for any other cultivatien.
The production of ih:;f‘-.xﬁps and prawns rose slowlys Fhelr exports
wera increasing during the pericd under review by preventing
supply in domestic :itarkat-. "I'hm was d‘oo‘“ 2 by higher pﬂm in -
intamaﬁzenax markete As suffm:l.ent gteps were not taken to
-raise thelr psaﬁuctian the mcrease in production wes az.m.
But this commodlity has treme@ndmsx patenualit&ea £rom supply
side and demand side, ‘Reee’ntly government has aeclared»-thw
commedity as thz:ust area for mcpansion of expcmtm Almo soms
positive masures have ?oeen pfwc‘:ibeé‘ But they seem o be
madequam in aompar&son wtth patenﬁiaﬁti&s present in this
éecbo:. #o more eﬁfective ami vapid st:ups are required o axp}.nit
the possibuities of thia awﬁem

':ehe pmaucﬂ.cn of juta goods was s.nc:re&sing slowly during
197273 to 1985»86, But it conld not x:eac:h the lavel of 1969-#0,
Positive meagures are to be taken for survival of thia industry Lo
o increase factor gxoducti.vﬂw improve qual,:.ty of production
and reduce producticn Q.Qﬂtg{ Incefficiency of mz_;nage:nent end



387

workers are some of the major catses for an unsatisfactory
performance of this seator, So skill development measures
are to be taken to improve the situstion of thisg industry.

The c’iép’enﬁmce of ti'ze countiy e'x‘z foreicn market for
production of major export cemities was deareasing slawly
during 1972«73 to 1979<80 tut aga:tn was inereasing during
197980 to 1985«86, ﬁnuringe the latter period export of some
commodities was :t.nc‘:::'eeza:mg'E at a higher rate than that of theiy
productions. Thus produaticaa was lagging behind export. 5o

xoductien has to run fast. to remove the constraint of expox:t. ®
gr:cweh on supply side,

The 1n:§i:ab5.11ty me%f&.aient of Bangladésh export was
declining over the perled *é&f time with the development of the
caunt:y, -The instability ceefficient of export was less during
post.n-inéependeme period than that during pre~independence
pexiod, it was less for mazjmﬁaeturing export than that of
primery exports, 31m1£ax51y j it was less during 1580-81 to 1985
86 than that during 197273 to 197980, |

\ éangladesh exports lia_vé inst:abiiity on supply side a}d
on demand side, But the ihétability in supply is more prominant,
Fluctuation in production 123 the main cause of instability in
SUpplys Production plan, r&écnaniséticn and modernisation of
production pattem will héip the economy to reduce instability
on supply side of export, Enhan&ement of geographic dlspenswn
and expansion of eommdity mmm will reduce instability in
damand, Besides development of port and shipping facilitles,
advancement of ﬁnancs.ail ﬁsﬁitueien and efficient administration
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along with improvement of export quality are positively
assoolated with stability of export, Instability in exports
affect. naticnal inceme as well as level of igv@stmant of the
countrys So positive measures are most essential to reduce
instability,-

The axport elasticity of her exports waa.less than unity
(0,8022) auring 1973 to 1584, But over the period of time her
position in wpwlé market improved. Hox expart'elastiaiﬁy wasg
more than unity {2.5703) during 1979 to 1984 and less than
unity (0.5308) during 1973 to 1979, Thig indicates that export
incentives have been successful to some extent in impreving
her position in the international market. So more effective
export incentlve measures wﬁll’be able f@ improve further her
position in therﬁareign magket. This also highlights the
posgibility that if positive steps are taken then the ¢ountry
will be able'ta tnczegae her share in world aggregate exports,

Ameng 12 gelected Asian countries her export elasticity
was legs than that of all countries during 1974 to 1979 and
more than that of Indonesia, Thajland, the Philippines, Pakistan
and Inaia dur&ng 1979 to 1984, This also shows her inproved
position over some countries of Asla during 1979 to 1984.

“The income eiastiéity cf hor exports was more than unity
in Iran, Sudan, Ttaly, Belgium FeRWGe, Netherlands, Bulgaria,
Japan, Fakilstan, Singanore and less than unity in USA, U.K..
UsS8R,, Canaday Austrulza, Egypt ana India among 17 major
importing countries. The average income elasticity of demand
for her exports in these cowntries was 2461, This f£inding
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suggests that the gemand n‘? Bahgladesh exports will be
\mcreass.ng at a higher raté than the growth rate of income in
major importing eountries, I€ Bangladesh can remove the hurdles
on supply side her exports :am likely to incresse,. s§m1a1
measuras are desirable to incmaae production of those
commoditias whose demand wiu be rising 1:1 the wor!.d maxket. -

-Trade po:l.iey of Banglaaesh 15 hea\d.ly blaged in favour
of import substithtion, 33213 difference between real effective
~ exchange rates (REER) and maz. trade welghted exchange rate
(RTWER) reflects the average 'rate of nominal protection or
ésaist:ancag This é&fﬂe:encé was 2546 percent £or import substitute
ing activities and cnly 853 for nmi*tx;adipional exports. |

m.i-.m agsistance to baiek-ward integradion, inadequate
assistance to sales in foreign -axchanéa under international
tender, instability in overall assistance level due to .
fluctnations in the wage ee%mex‘s scheme (wes) premium,
ineffective implementation of inégntive measures, weak institue -
tional supporif and adninistrative complexity are the major loope
holes in the existing export policy. The main policy instruments
used viz,, the bonded warehouse system, duty. drawback and export
performance Wit {xPB) 'n'n’ groas emor\ta{ are all blased
against backward mtegxation. This is so hecausa the exporter
receives the full tax effset on the waxzahbuse, imports on
duty drawback only when he 1mpa:tq and not when he uses local
inputs and because XPB anc -§£asa export &sts provides no
incentive to reduce the import content inm such export products.
Thus offective 'encmagemmt to backward integretion of export
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industriés to increage domestic value a&e_d and net foreign
) exchange earnings is almost absent,

XPB has two drawbaela: Fh:stly t:he beneﬁit it ¢on£ers ’
is dependent on the premium c:f t.he wzs emhange rate cover the
official rate and g:tven the current premlum, the level of the
XPB entitlment needs o be e:anside:abl.y 3.a::gar if it is o .
serve the parpose,. Seconﬁly it is not a funy rellable instru=
nment as the premium of the WES exchange rate it fetches 1s not
stable, Moreover, the intended purpose of the net XPB system
nay be folled if wp@rters', purchase loeally what has been
imported by others, A majo;: loophole in the bonded wagehouse ss
system is that it is liabli;e to gross xﬁiéuse. The main
difficulties with the duty drawback system are the lengthy
procedures for verifying the legetimacy of claims and the
adminiastrative discmﬁion it gives to officials for such verifica=
tions. The drawback system extended to éomestlcz' Quppliegs of
‘inputs to export units is also inherently defective siticfa it
courages these suppliers to import their own mptit# to avail
themaelves of the drawback: gr&vileges. ‘

On the basis of the fo:egain% énalysis :Ecnowing broad
recomenaaticns are put fema:é o overcome the diffidulties
involved in existing export pal:!.ciea.

Government should psocead to x.'eﬁuce the existing yo!.icy
bias against expoirts through eg_a increase of export incantives
simultaneocusly with a rati&néliéaﬁeﬁ of the general level of
ERPS for impert substituting industries.: It is true that unless
the govemmeng takes effective ateps; vt:c moye :’ wtmas a

.
it .
y v
‘
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raticnallzed structure of agsistance for these industries, the
haavi}y pretected industries will continue to use a dlse-
proprotionately 1arg§ share of the nation's rescurces at the
cost of the relativaly more efficient ssctors of the economy.
Raising ERPg for emport industries is not enaugh’withaut
simaltaneously moderdting the current very high ERPs for many
import subgstitution agtivitlies, Also this reform needs to ensuge
that desirable inter-industrial linkages are established so

that export industries do not turn into "free trade" enclaves,

It is necessary t0 ensure wnrestricted agcsess to imports
of inputs for export units. To ensure this any restrictions
that may apply 0 dmports should ceasa if guch imporis are
required by any foreign exchange earning activitysy So instead
of the present case-ly-gase or product-byeproduct approach, a
mechaniam should be evolved which sutomatically ensures full accese

£o imports of necessary inputse

The policy packages suggested for ralsing the ERP and
ensuring unrestricted acéess to imports of inputs for export
activities also needs to incorporate an essential feature €O
encourage backward linkages. If policy measures axeﬂsc desligned
that exporters get more benefit 1f they sunstitute lecally
produced materdals for imports, then they will be induced to

buy locally made materials and pay more fbr gieh materlale.

All possible arrangements should be made so that the
exporters have easy access 0 bank credit,

Above all, it is recommended that a stability should be
maintained in export assistance level so that exporters are
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-encouraged in these aativgtieég |
#he performance of Pangladesh export processing zene
(EPZ) is very poor and slow. The significant benefits to the
country received in the ‘fo?m enployment genéraﬁion and foreign
exchange ea:énipga are either minimised or outw'eigked by heavy
public infrés,tmaeuré m}aémt. S0 poliey masures‘ should be
adopted to encourags more ::ﬁgx;e:.gn investment to increase |
soclal benefit, '
ﬁiﬁferent sﬁzﬁ*es één&uateﬂ by the Gmmmenﬁ haﬂavg shoﬁn
that Banghadesh hag eacport potentials in readymade garments,
wool and acryuc sweaters and othw knitweazrs, speclalised
textiles, feow:sar and w:hex, leather products, . electranics,
engineexs.ng ana electrical goods, c:eramic tableware, jute and -’
woolen carpets, processed ;'fish and pracease& fruits. To utilise
the potentislities in these export lines, the country has to
incrasse production of these commodities at rapid rate in the
Gomestic economy,. Professor Deepak Nayyar (1987, p.85) states
that Sthe domestic factors ‘which wenstrain India’s export are
the costs of production, t%ze ‘;:x:esaux"e of domestic demend and
the infrastructur{al or sectoral supply bottlenecks which coupled
with nen«griqé fagtors auch as quality, have a&vetsély affected
the competitiveness of e&p&m% This statement may be endorsed
in case ﬁﬁ' Bangladesh. 9:3&&3%3‘.@:: x’:ﬁ‘ most exp&tabla commoditien
is indz:easmg slowly in thé edononys The domestie demand resulted
£xom the rapid gxowth of papzn.aﬁian sequeezed the exportab).e
‘surplus of the economy., So messures are required to remove
supply constraintss
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The empirical £indings in case of Bangladesh confirm
that export is playing pivotal role in development of the
countrye It ls contributing to GDP growth and industriel
development of the countrye. It is also bringing structural

change by transforming the sconcmy.

The relationship established by empiriss) f£indings
conflrm that the export-led strategy of development is likely .
to work in the egonomy of Bangladesh if she can remove the
administrative h&blee and institutional weakness and can asta=
blish social peace, security and political stability. These
are non~ecevnomlic factorse llowever they ére the pre-~conditions
£o oreste suitable envivonment for domestic as well as fergign

investmente

Both external and intermal factors play significant role
in the expart'perfOrmanae of Bangladaesh, But the internsl factors
and policies are very much crucial and prominant in nature.

So the cowntry has o attempt €0 ramove all é@émastic conatraints
on prlority basis 1f she wants to follow the exporteled gréwth
strategy of development, To do so an integration of export policy
with overall economle policy will be requiréd.‘@ha performance
of export sector is very mich a function of the porformance of
the econcmy as a whola whether it is growth in the industrial
sector and the agriculturel scotor or an alleviation of infraw
structural bottlenecks and a eomprehensive management of the

sconomy in koth the publlc szctor and the private seector,

Innovaticn,’technologimal development, continucus

improvement of cuality and reduction in cost are catalyst to
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export promotion, A liberal access ww imports of technology
along with techaclogical development ﬁhkough Ry & Do will be
engured for contimious process of up<gradation of export produc M.

tion.

Exporteled growth strategy of developmesnt is not an
autematic process for econcmic growths. It will work only when
the necessary sultable envircnment is greated. S¢ Bangladesh has

to approach the way accordingly,’



