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Local RMG to lose
competitiveness on
rising yarn prices

Garment makers fear

30 COUNT YARN PRICE TREND IN LOCAL MARKET
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5 el F S

STAR BUSINESS REPORT

Exporters fear Bangladesh's knit-
wear and readymade garments
(RMG) industry may lose interna-
tional competitiveness due to the
persistent price rises of yarn in the
local market.

The '30 count' variety of yarn is
now selling at a price ranging from
US$2.75 to $2.80 per kg, up from
$2.40 and $2.45 at the beginning of
the currentyear.

However yarn producers say
they have no choice, blaming the
rise on the cost of raw materials.
For -example the cotton price
increased to USS 78 cents per
pound from $60 cents a pound in
September, according to industry
insiders,

Yarn producers said the price of
yarn was $ 2.40 per kg in January,
which reached around 5 2.45 in
July, It increased to $2.50 in August
and the rate continued upwards in

September, theysaid.
*  In neighbouring India, yarn is
now selling at $2.55 a kg, 25 cents
lower than in Bangladesh, accord-
ing Abu Zafar Nizami, managing
directorofRoyal Denim.

Talking to The Daily Star, MA
Baset, a director of Bangladesh

Knitwear Manufacturers and
Exporters Association (BKMEA),
said the continued price hike of
yarn will have a negative impacton
thelocal knitexporters.

He said they will lose out to
other exporting countries in the
international market primarily,
and in a long run entrepreneurs
may feel discouraged to invest in
the knit sector.

Baset argued, "The impact of
global cotton price hike on
Bangladesh is different from the
cases of China and India as those
countries could produce cotton,
the raw material for yarn. A major
portion of the demand for cotton s
met by their domestic production.
Moreover, these two big countries
can depend on the machinery of
theirown to produce yarn."

On the contrary, Bangladesh
cannot enjoy those facilities, as the
country is totally dependent on
imported cotton and machinery,
the BKMEA director said.

Baset, also the owner of
Southern Knitwear, sees a great
trouble for the small factory own-
ers because of the hike in prices of
yarn.

"Even many small knit factory
owners may announce closure of

their production units when they
will see that they could hardly
make anyprofit," he added.

The problem will turn more
acute when the exporters will fixan
enhanced rate for the RMG new
orders from foreign buyers, hesaid,
adding that the buyers will not be
ready to buy the items at a higher
price caused by the price hike of
yarn in the local market.

He suggested the process of
yarn import from India through
Benapole Land Port should be
eased to make the sector more
lucrative.

When asked, Bangladesh Textile
Mills Association (BTMA]
President Abdul Hai Sarker said
mainly the higher cottan price is
responsible for the price hike of
yarr.

"Moreover, higher bank inter-
est rate and production costs have
also caused such a price hike," he
said.

When contacted, some local
knit and RMG product exporters
pointed out that the imposition of
10 percent import duty and 15 per
cent VAT in the current fiscal on
some textile raw materials has
affected the competitiveness of
such items in the global market.

India PM hints at review
of subsidies

ANN/THE STATESMAN

Indian Prime Minister Dr
Manmohan Singh on Saturday
underlined the need forare-lookat
subsidies that have failed to
achieve the abjective of reducing
inequities.

“We spend far too much money
funding subsidies in the name of
equity, with neither equity objec-
tive nor efficiency objective being
met,” he said while speaking at the
Golden Jubilee celebrations of the
Institute of Economic Growth in
New Delhi.

On an earlier occasion, Dr Singh
had said the country's food, ferti-
liser and petroleum goods subsidy
bills were likely to exceed Rs
1,00,000 crore during the current
financialyear.

Stating that India needs to
constantly renew its commitment
to economic reforms, the Prime
Minister made a case for finding

rational solutions to reduce
regional imbalances and make
growth more widespread,

He also expressed optimism
thatIndiawould beableto catchup
with South-East Asia and East Asia
if it stays on course and imple-
ments the growth strategy speltout
in the Eleventh Five-Year Plan
(2007-12),

The momentum of growth, the
Prime Minister said, needs to be
sustained by accelerating invest-
mentsand savings rates, increasing
investmentin social and economic
infrastructure and providing
focused attention to the agricul-
ture sector and energy security
issues.

Such an approach, he said, was
also necessary to address the major
concerns pertaining to rural-urban
divide and inter-regional imbal-
ance.

Pointing out that often frustra-
tion results from the government's

inability to meet expectations, he
said: "We need rapid expansion of
labour-intensive manulacturing
industries. We need new ways to
increase agriculture output and
productivity.”

"Equity does not always imply
offeringsubsidies. If suchsubsidies
do not reach the poor, they do naot,
in fact, address the objectives they
aremeantto,” hesaid.

Regretting that “mixed econ-
omy” often becomes “mixed up
economy”, Dr Singh said, the
country needs to look for a new
middle path for development that
“combines the efficiency consid-
erations of the market with the
equity considerations of a liberal
cconomy.”

Stating that agriculture cannot
provide livelihood to over two-
thirds of the country’s population,
Dr Singh said the nation needs
policies to encourage non-farm
employment.

Thai luxury vehicles may
bounce back

ANN/THE NATION
The Thai luxury-car market may
experience growth next year after a

long period of sluggish sales, said
Wolfgang Huppenbauer, president
of Mercedes-Benz (Thailand), the
market leader.

Huppenbauer told reporters
that the marker could reach 8,000
units next year, depending on the
economicand political situation.

"[twill depend, after the general
elections, on what kind of policies
will come from the new govern-
ment, especially in terms of mega-
projects which would play a major
role in supporting investment in
the country,” he said at a press
briefingon Friday.

This year the huxury-car market
is expected to come in at less than
7,000 units, he said.

"we'll have o see who gets to

become the new government and
whether the new government has
enough stability. After the first
quarter of next year we'll see
whether the market will become
active once again, We will be able to
see things more clearly then," he
added.

Inthe first 11 months of the year,
Mercedes-Benzsold 3,700 vehicles:
600 A-Class, 900 C-Class, 1,700 E-
Class, 500 S-Class and other mod-
els.

Huppenbauer said Mercedes-
Benz planned to grab a 50-per-cent
market share in the luxury seg-
ment. This may not be an easy
achievement, but is possible
thanks to introduction of new
models such as the C-Class. The C-
Class was recently introduced in
CBU (completely built-up) form
and BO units were soid during the
pasttwo months.

"We plan to start offering the
CKD [completely knocked-down]
version in January but we still
cannot disclose prices. One thing
for sure is that it will be able to
stimulate the market,"”
Huppenbauer said, adding that
Mercedes-Benz needs to adopt a
wait-and-see attitude before
deciding to offer the diesel version
ofthe C-Class in Thailand.

Huppenbauer said that in 2008,
the company was preparing (o
organise more activities to support
salesandincrease thelevel of direct
communications with customers.
However, details cannot yet be
disclosed.

Hesaid Mercedes-Benz was also
closely working with its leasing
arm, Mercedes-Benz Leasing, in
coming out with new sales cam-
paignsto make it easier for custom-
ers lo own its cars.

India, Russia,
China to boost
economic ties

AFP, New Delhi

India, Russia and China vowed to
boost trade and investment with
each other after n one-day meeting
that saw officials and businessmen
from the three countries gather in
New Delhi this weekend.

A top Indian foreign official
admitted that the three countries
needed to do much maore to further
economiclinks.

"Investment between these
three countries is quite insignifi-
cant,"” said Nalin Surie Saturday,
according to a Press Trust of India
agency report.

"India, China and Russia have
huge raw material and energy
reserves. All three of us should
come together to form a India-
China-Russia business partner-
ship."

The Russian ambassador to
New Delhi, Vyacheslav L.
Trubnikov, said he looked forward
to further investment in his coun-
try's energy resources by the
energy-hungry Asian nations.

"The three of us can work
together to promote joint ventures
that could infuse more invest-
ments in oil exploration and pro-
duction blocks in Russia, ensuring
energy security in India and
China," said Trubnikuv, according
to PTL,

But the countries vowed to work
together in other arcnas as well,
including technology,
pharmaceuticals and services,
according to a statement from the
Federation of Indian Chambers of
Commerce and [ndustry.

Chinese delegate Bu Jian Guo
said efforts needed to be made to
surpass the three-way trade of 39-
billion dollars, the statement from
FICCI, one of the conference
organisers, said.

Bank of Japan
may find rate
hike difficult

ANN/THE YOMIURI SHIMBUN

The Bank of Japan's Tankan sturvey
indicated the Japanese economy is
showingsigns ofinstability, despite
recentsteady growth.

Business confidence has waned
among major manufacturers in L1
of 15 industries, increasing from
eight in the September Tankan
survey.

Three major factors are believed
to be affecting the Japanese econ-
omy; a poor outlook for the U.S.
economy due to the subprime
mortgage crisis; recent surges in
the price of crude oil and other raw
materials; and the lingering influ-
ence of the revised Building
Standards Law on housing invest-
ment.

The subprime loan crisis has
affected Japanese financial insti-
tutions less than those in the
United States and Europe.
Consequently, there is little con-
cern that the mortgage crisis will
result in domestic financial tur-
moil.

Airbus close to
sale of four
factories

AFP, Berlin

Airbus boss Thomas Enders could
be days away from selling four of
the aircraft maker's factories to US
company Spirit Aero Systems, a
German newspaper reported on
Sunday.

The Frankfurter Allgemeine
Zeitung cited insiders as saying a
deal to sell the three production
sites in Germany -- in Augsburg,
Nordenham and Varung -- and one
in Filton in Britain, could be inked
by Friday.

The head of Airbus parent com-
pany EADS, Louis Gallois, said
earlier this month that the aero-
space giant had "no choice” but to
shift some production by Airbus to
dollar-based zones to soften the
financial impactofasoaring euro.

Airbus sells its planes in dollars
but its costs are in the European
single currency. With the dollar
steadily depreciating against the
euro, Alrbus earnings has plum-
meted.

Spirit Aero System is under-
stood to be a prime candidare for
taking over the four sites because of
its specialised knowledge in car-
hon fibretechnology.

Airbus plans to shed 10,000 jobs
and sell a total of six factories as
part of its "Power8" restructuring
plan, which was prompted by

severe problems encountered with

its A380 superjumbo jet
programrme.

MD HASAN

The government's high internet
tariff is holding back the country's
software industry to have a strong
position in the global market, says
the chief of software makers' asso-
ciation.

The government has slipped
into a deep sleep in terms of
providing affordable internet
tariff rate for consumers, Rafiqul
Islam Rowly, president of
Bangladesh Association of
Software and Information
Services (BASIS), told The Daily
Star on Saturday.

"High tariff rates discourage
lacal investors to invest in the
soltware sector," Rowly said.

Local software firms have to pay
Tk 35,000 a month for 256 kbps
(kilobits per second) dedicated
internet connection to Bangladesh
Telegraph and Telephone Board
(BTTB). Butin India, firms pay the
amount that is hardly 1,800 in
Bangladeshi taka for the same
connection.

BTTB's charge for 512 kbps
dedicated internet connection is
Tk 62,500 and for 1 megabit is
Tk120,000, In India, charges for the
same connection are Tk 4,500 and
Tk7,500.

India earns about $§12.5 bil-
lion annually from information
technology outsourcing and
revenues aré growing at 30 per-
CEntayear.

The BASIS president also men-
tioned the country's 'image prob-
lem' as one of the major barriers
facing local software industry.

Rafiqul Islam Rowly

If anybody thinks Bangladesh
means a country of flood and polit-
ical chaos, business will not come
here, Rowly explained.

Asked if there are other reasons,

hesaid, "Ourbanks are not ready to
provide loans for the industry as
theydo forothersectors."
Bangladesh’s software industry
is growing with the ability to offer

High internet tariff holds back
software growth

BASIS chief tells @he Baily Star

quality jobs to the global giants at
competitive rates, but the high
internet tariff fails local software
firms to enhance competitiveness,
Rowly said.

Rowly sounded optimistic
about the growth prospects. As the
local companies are making
customised software at competi-
tive rates, they have already carved
aniche, he said.

Citing an example, Rowly said a
local software firm can provide a
company with software solutions
ata cost of Tk 10 lakh. But a foreign
firm will charge Tk 3 crore for the
samesolutions, headded.

The size of the local software
industry is around Tk 300 crore and
itisgrowing 15 percentayear.

BASIS president believes India’s
growth in software industry is not
harmful to Bangladesh.

"I don't think the entry of global
software giants into the Indian
market will pose threat to
Bangladesh since India is looking
for 2.5 lakh overseas software
professionals by 2008. So, opportu-
nities beckon Bangladeshi profes-
sionals,” Rowly said.

According to a recent report by
IDC, one of the world's leading
market research firms, Bangladesh
is number one for software piracy
in Asia Pacific, and has the fourth
highest levels of illegal software
usage in the world.

Rowly said software piracy is a
common phenomenon indevelop-
ing countries, but in Bangladesh
the rate is certainly very high. He
said awareness of people is needed
to fight the malpractice.

AFP, Nusa Dua

As oil prices and energy demand
soar in tandem in Southeast Asia,
many nations are turning to
nuclear power -- to the horror of
environmentalists who say itis not
asafe option.

Thirsting for energy to fuel their
growing economies, Thailand,
Indonesia andVietnam haveall put
in place nuclear power strategies,
aiming to build the first plants by
2015atthe earliest.

Thailand's energy minister,
Piyasvasti Amranand, said energy
demand per capita in his country
was rocketing, and with the king-
dom currently importing 60 per-
centofits energy, new sources were
needed to maintain growth.

"We have to look at nuclear,
which is proven technology,” he
said in an interview with AFP in the
run-up to key climate change talks
inIndonesia.

Governmenis are also citing
climate change asa reason for their
switch to nuclear power.

Some hail it as a clean énergy
that will help lessen the world's
dependence on the polluting
fossil fuels, gas, oil and coal, which
spew damaging greenhouse gas-
ses into the air and drive global
warming.

In September, US President
George W. Bush said rich countries

Soaring

energy nee

should help developing nations
obtain "secure, cost-effective and
proliferation-resistant nuclear
power."

"Nuclear power is the one exist-
ingsource of energy that can gener-
ate massive amounts of electricity
without causing any air pollution
or greenhouse-gas emissions,”
Bush said.

But green groups dismiss that
argument, and the row spilled over
at Bali, where environment minis-
ters from nearly 190 nations last
week grappled over a plan to tackle
climate change.

"Nuclear power is neither a
clean nor viable option for any of
these countries,” said
Shailendra Yashwant, climate
change head with Greenpeace
Southeast Asia.

"The hazard of radicactive
leaks, Chernobyl-like accidents,
lack of safe waste disposal mech-
anisms or facility and finally the
humongous costs of building a
nuclear power plant make it the
least attractive or viable
option."

Activists from around the world
staged a protest outside the Bali
conference centre, urging the
ministers toshun nuclear power.

"Promoting nuclear energy to
countries which are exposed to
extreme weather events, seismic
activity and other natural catas-

trophes is irresponsible,” said
Sabine Bock, of green group
Women in Europe for a Common
Future.

But boundaries have recently
blurred between nuclear friends
andfoes.

A number of gurus of the envi-
ronmental movement, including
Greenpeace co-founder Patrick
Moore and scientist James
Lovelock, have come out in favour
of nuclear power.

The potential of nuclear energy
to help reduce carbon dioxide
emissions was mentioned ina May
report by the Nobel-winning
Intergovernmental Panel on
Climate Change (IPCC), the UN's
top scientific authority on the
issue.

But the report also mentioned
safety concerns, the threat ofweap-
ons proliferation and waste dis-
posalas problems.

Energy security and oil prices are
also key concerns for governments.
Crude prices have more than tripled
in three years, while countries
across Southeast Asia are seeing
breakneckeconomicgrowth,

Greenpeace's Shailendra said
energy efficiency and renewable
energy such as solar and wind can
meet half of the world's energy
needs by 2050 while cutting global
carbon dioxide emissions by
almost50 percent.

ds, oil prices
push SE Asia to nuclear power

Piyasvastisaid that for Thailand,
renewables were part of the plan
but would not meet their require-
ment of 1,400 more megawaltts of
Energy peryear.

"[ think that new projects in
renewable energy (will produce)
1,400 megawatts over the next five
years," he said, adding that
Thailand aims to have their first
nuclear plant up and running by
abour2020.

Indonesia, meanwhile, said it
plans to reduce its dependency on
oil from 24 percent of total energy
supply now to 3 percent in 2025,
when it aims to generate 4 percent
ofenergy from nuclear power.

So far, the only country in
Southeast Asia that has built a
nuclear power plant is the
Philippines -- with chaotic
results.

Its 2.3 billion dollar Bataan
nuclear plant was closed in 1987
without generating one watt of
electricity after it was declared
unsafeandinoperable.

Shifting sceptical public opin-
ion in favour of nuclear energy also
remains a mammoth task, experts
say.

"Public awareness of the
nuclear risks seems to outweigh its
awareness of the benefits," said
Hans-Holger Rogner, of the
International Atomic Energy
Agency (IAEA).

PHOTO: STANCHART
Taufique Arefeen, branch sales & service manager of Banani Cash Booth of Standard Chartered Bank, Inaugurates
evening banking services of Banani Cash Booth recently. Tanvir Haider Chaudhury, head of Shared Distribution &
Service Quality, and other senior officials were also present. Customers can now withdraw cash and depasit
cash/cheque every working day from 6:00 pm to 8:00 pm.

China asset
investment
keeps rising

AP, Shanghai

China's investments in factories,
real estate and other urban assets
surged 26,8 percent in the first 11
months of this year despite gov-
ernment curbs meant to prevent
runaway spending, according to
datareported Friday.

Total investment in such fixed
urban assets during the period was
10.1 trillion yuan ($1.4 trillion), the
National Bureau of Statistics
reported.

Monthly figures for November
were notimmediatelyreleased.

Beljing worrles that rising
spending on [actories, real estate
and other projects could ignite a
debt crisis il a glut of unneeded
projects leads to widespread
defaults on bankloans.



