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'If north-east India develops, exports from Bangladesh will go up’

Dr Mustafizur Rahman currently the Executive Director at
the Centre for Policy Dialogue (CPD), is also a member of the
Panel of Economists for the Sixth Five Year Plan. He was
recently selected as a member of the National Task Force to
monitor the impact of the global financial crisis on
Bangladesh. He gave his views on the recently signed
Bangladesh-India deal to The Daily Star.

DS: How do you see the India-
Bangladesh deal?

MR: From the economic perspective,
there is potential for Bangladesh to gain
from the deal. India remains a major
trading partner of Bangladesh. In 2007-
08, we imported about $3.3 billion worth
of goods from India. In spite of global
economic meltdown, in 2008-09,
Bangladesh imported $2.8 billion worth.
On the other hand, we exported about
$360 million worth of goods in 2007-08
and in spite of financial crisis we
exported $275 million worth in 2008-09.

Full utilisation for full benefit.

There are three aspects where
Bangladesh has the possibility of gain-
ing something from the deal. They are:
trade cooperation, connectivity cooper-
ation, and infrastructure cooperation.

I see these areas originating from this
pact. Lets start with trade.

Trade cooperation: There is an under-
standing that India will reduce the nega-
tive list; 47 items will be excluded. India
started the negative list with 770 prod-
ucts under Safta in 2006. However, there
was a decision that every three years
there would be a reduction in the nega-
tive list under Safta. For Bangladesh,
India started to reduce it at a faster pace.
They reduced 480 items from the list.
Then they reduced further. Now there
are 260 items from which they are going
toreduce an additional 47 items.

Yet, we don't know what items India is
going to remove from their negative list.
We have to look at it. The government
should disclose the list so that one can
evaluate the economic side of the pact.

The second point is non-tariff barri-
ers (NTBs), which is a major impedi-

ment. As per the discussion, India will
also reduce NTBs. India has said that it
will strengthen the BSTI, which is a good
move. India is already contributing to
strengthening BSTI; so, the move will
contribute to capacity building of
product standardisation that will help
to reduce some of the NTBs as well.
However, it would have been better if
a "framework agreement for mutual
recognition of standard" could be
signed between BSTI and BIS.
As we have not yet signed the deal
between BSTI and BIS, what will ulti-

mately happen to reduction of the
negative list?

I think that India perhaps wanted to
strengthen BSTI and then go for this
mutual recognition. Since the deal has
been signed, I think this thing will be
expedited.

The NTBs on Bangladeshi products
may be removed. Those are now being
exported under zero tariff benefits; but
10% of the duty at the Indian border
point has been waived for eight million
pieces of garments exported from
Bangladesh to India under a special
scheme.

There are also 8% to 13% other
duties, including excise duties (4% to
8% on import duty and MRP), second-
ary and higher secondary duties (3%
customs duty), and special additional
duty (SAD).

Although Bangladesh has been
enjoying 10% waiver on duties at
Indian border points as most favoured
nation (MEN), there are other duties
that add up to 8% to 13% for various
types of apparels. This is also one bar-

rier, but these duties are also applica-
ble for Indian inter-state product
transaction.

SAD amounts to 4% on all duties paid,
which is yet to be settled. Since they
said that they would remove NTBs,
duties like SAD, which are not related to
standardisation, will expectedly be
removed in the spirit of the deal that
has been signed.

Connectivity: We can explain the con-
nectivity opportunity in two ways:
connectivity for exporting goods and
services, and the other is reducing cost
of imports. Connectivity can stimulate
these things.

Connectivity with Nepal and Bhutan
will be an advantage. We can use our
transport services and port services by
utilising under-utilised ports. We can
utilise the excess capacity of the
upcoming Newmooring container
terminal.

All parties, even opposition leaders,
also said that there was excess capacity
in our ports. This could be export of
services.

Bangladesh can earn Tk.15 lakh by
handling a 700-container cargo at the
Chittagong port. Mongla port has
become redundant. It could get rejuve-
nated now.

What has been interesting recently is
that Bangladesh's export to India is
increasing. In 2002- 2003, our export to
India was worth $60 million. In 2003-04
it was $66 million. In 2007-08, it rose to
$358 million and in 2008-09 it was $277
million. So there are new export items
going to India now beyond our tradi-
tional export items -- raw jute, ferti-
liser, jute goods, fish, and frozen foods.
The new items include plastic, mela-
mine, batteries, juice and foodstuff,
and cement.

Can you give us any other example of
the way Bangladesh is going to allow
other countries to use its ports ?

There are many similar examples in the
world. The port of Rotterdam is the
largest port in Europe, serving more
than seven to eight countries in
Europe.

But a massive investment might be

required for Bangladesh to upgrade
the ports. How we can manage the
money?

I am coming to that point.

Do you think Bangladesh will lose its
existing export market to north-
eastern Indian market?

In 2007-08, Bangladesh imported $84
million worth of goods from the north-
east and exported $30 million worth,
which is a nominal amount of total
trade with India. In the same year,
Bangladesh's total export to India was
$358 million worth and import from
Indiawas $3.3 billion.

So the argument is that north-east
states contribution to the total Indian
GDP and per capita income has been
declining in last few years because it is
a backward region and its capacity to
purchase and capacity to import are
also very low.

In 2007-08, Bangladesh exported $14
billion worth of goods. So, compared to
that, $30 million export to north-east
region is peanuts. 50 my argument is
that if the north-east develops eco-
nomically through this greater connec-
tivity, and its standard, its income and
purchasing power increase, then
exports from Bangladesh will go up.
Bangladesh's chance of exporting to
north-east will remain because of its
geographical proximity.

We can also formalise the informal
cross-border trading. If Bangladesh
develops its supply side capacity, then
the north-east market will remain for
Bangladesh.

How will the Indian north-east
develop?

The Indian government is going to set
up a 750 MW power plant in the north-
east, which was not possible earlier
because of the difficulty in carrying
equipment to the site. The north-east's
backwardness will be removed through
connectivity under the deal; so, more
investment and more demand will be
created in the north-east. Bangladesh
can even invest in the north-east. And,
if the north-east gets access to
Chittagong port, they can export at a

o competitive price.
=

What would be the price mechanism
for utilising ports?

Of course, pricing should be fixed in a
competitive way. We should consider
what options India now has and what
they cost. Based on that, the price for
port utilisation could be fixed so that it
will be win-win for all.

For example, If India's businessmen
now spend Tk.15 to carry goods to the
north-east, they will use Bangladesh's
infrastructure if the cost goes down to
Tk.10. And here, if Bangladesh's port
charge is Tk.7, Bangladesh should
charge Tk.10 to India. So the pricing
mechanism also has to be win-win.

Since we import a lot from India, it is
possible to supply goods to consumers
at an affordable price. Many entrepre-
neurs import raw material. It is also
important for many exporters, because
they import fabrics for exportable prod-
uct.

The import from India increased in
last few years because India became
competitive. So, trade diversion favour-
ing India occurred. Now, because of
better connectivity under the deal, cost
of import will also come down for
Bangladesh.

If there any scope for Bangladesh to

develop its infrastructure under the
pact?

We import more from India than India
imports from us. Under the deal,
$1billion will be utilised for infrastruc-
ture development, including port and
broad-gauge railway.

It is very important to identify the
areas that will be developed under the
$1billion package. If we also invest,
along with the $1 billion, our import
costs can be minimised.

If we can reduce even 10% of import
costs, it will be equal to our total exports
to India.

All the infrastructure development
with $1 billion will have to be completed
through concrete projects. These pro-
jects should be priorities because, in
terms of required investment, $1 billion
is peanuts compare to what we need.

So we have to identify the areas in
which we can gain maximum benefit.

Infrastructure is not ready, vet, to
carry goods from north-east to western
India. It will be better for Bangladesh to
go for transhipment business to carry
Indian goods on that route.

If Bangladesh provides the transpor-
tation service, it will be better. The deal
does not mention anything about the
transportation system. So, there is lots
of homework that needs to be done in
order to take the spirit forward.

We should work more so that our
trucks can carry the goods. In terms of
costs, if Bangladeshi trucks can provide
cheaper service, India businessmen will
seriously think about it.

We should explore the deal more so
that Bangladeshi entrepreneurs can get
the business from the connectivity. If
Bangladesh takes a large part of the
transport business under the deal, it
would maximise the benefit from the
deal.

Will it create any problems in loading
and unloading?

It could happen two ways. Indian trucks
will carry goods to border point, then
Bangladeshi trucks will carry them to
the port; or Indian trucks carry the
goods directly to the ports. Another
thing that can happen is that that
Bangladeshi trucks will enter India and
carry all goods to port and other points.
This will reduce cost of carrying goods
as awhole.

So there are several options: Indian
trucks at border transport to
Bangladesh, Indian trucks through
Bangladesh to ports, under which
Bangladesh gets less benefit. If we get
trucking business, maximum benefits
will come to Bangladesh.

This transportation could be on
sharing basis. Suppose there could be an
agreement under which Bangladesh
and India both can share in carrying
goods. So, all the options should be
examined so that we can maximise our
country s benefits.

What could be the deal with Bhutan
and Nepal?

Our trade with Nepal and Bhutan is very
limited. But if they are allowed to use
what has been agreed, they will trade
with third countries through Mongla
and Chittagong port, which will also
give business to our two ports.

Is there any possibility that
Bangladeshi traders will not get
enough slots to use the ports after these
three countries start utilising the ports?
We should look at this agreement as a
business. If we can earn $3 by spending
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$1 then we should go for capacity
expansion. As of now, it will not create
problems, as there is excess capacity.
Opposition leader Khaleda Zia said that
Mongla and Chittagong port has excess
capacity of 60 percent, and 40 percent
respectively, while the prime minister
said that it was 90 percent in Mongla
and 40 percent in Chittagong

That is not the issue. The issue here is
that if we invest and earn then we can
expand.

Do you think only enhancement of port
capacity is enough?

Of course not. We will have to so many
things to do, from logistics to transpor-
tation. If we fail to give affordable ser-
vices, India could continue using exist-
ing routes. If the cost in Chittagong and
Mongla remains high, India will not use
them. Our intention should be to lower
price so that India is attracted by the
offers to shift its routes.

At this moment, what should the
Bangladesh government do?

It will be very challenging to materialise
what we have discussed. The political
spirit of the deal now remains. But when
it is implemented at the bureaucratic
level, lots of options need to be decided:
should we go for infrastructure develop-
ment for giving transit to Nepal and
Bhutan, or we should develop the ports
first, etc. To implement the projects,
priorities should be identified.

We should speed up BSTI strengthen-
ing projects to go for mutual framework
agreement. The Indian prime minister is
expected to visit Bangladesh. 5o, at that
time, the deal should be signed on prior-
ity basis.

We have rail connectivity already. So,
initially, it is possible to connect with
railway; but development of a broad-
gauge line between Akhaura and Tripura
should be started.

You were talking about railway. Do you
think by implementing the rail transit,
Bangladesh railway will recover from
being aloss-making concern?

Yes, there is a big potentiality. If we can
take the cheapest cargo movement
business, railway obviously performs
better.
containerisation of cargo can be
ensured.

What should the government do at this
moment to follow the pact?

Follow up is very important. I heard
that the government is following it up
by forming some committees. A high-
powered taskforce should be formed to
prioritise what to do. And here our
national interest should be the top-
most consideration.

It will be easier if

7 reasons to be eastern/western

Y child was asked to come
M to school in his National

Costume. Tricky. We're all
mixed up these days, with bits of vari-
ous cultures. My kids are adopted, so
they're even more mixed-up than
most.

[ told him: "You can be south Asian if
you take your father's background,
Chinese if you take your birth-
mother's background, or western if
you take your mom's background.”

He went away to think about it
(Where does his heart belong? To the
Land of Pokemon, of course.)

It got me thinking. What culture am
[? 1 was born in South Asia, educated in
the West and work mainly in East Asia. |

decided to make a list of advantages of
each.

I found Seven Good Reasons to be
South Asian.

1) You can claim to have invented the
world's favourite food, curry.

2) No one will be surprised if you
wear a 1970s moustache your whole
life.

3) You can answer questions by
diagonally tilting your head, thus
postponing actual decisions for ever.

"Will you marry me?”

Headwobble.

"Are you aware of the speed limit,
sir?”

Headwobble.

"Does this make me look fat?”

Headwobble.

See how useful it is?

(Headwobble.)

4) No one will be surprised if you
have rocks, twigs and leaves in your
pantiry.

5) You can be a fat guy with hamster
cheeks and still be a movie star.

6). You can act like a complete sexist
prat, indeed, no less is expected of you.

7) You can prance around like a girl
and claim you're doing a Bollywood
dance.

On the downside, South Asian males
are the bottom of the popularity chart
with girls in almost every country I
havelivedin.

So perhapsitis better to be Chinese?

I only found Four Good Reasons to
be East Asian, but they were really good
ones.

1) Everyone thinks you're brilliant at
math so you always get put in charge of
the money.

2) No one is surprised if you have
sliced deer horn and a dried cow in
your medicine cabinet.

3) You can make any kind of gibber-
ish noises and tell people, "I'm speak-
ing one of the 3,000 obscure minority
dialects of rural China."

4). Women like you because they
reckon that instead of watching foot-
ball on TV you'll want to exercise your
innate skills in making money.

On the downside, you rarely see
Western girls dating East Asian men.

So then I found Seven Good Reasons

For Being Western.
1) You can invent games that no one

else can understand, like baseball.

languages because you can just
assume that everyone else should learn
English.

3) You can have loads of nuclear
weapons while telling the rest of the
world that they can't have any.

4) If you live in US and look even
vaguely mammalian, you can have
your own gun.

5) Women like you because you are
taller than other guys.

6) Your traumas (Titanic sinks, 1,500
die) are taken way more seriously than
the traumas of easterners (Dona Paz
sinks, 4,000 die).

7) If you are 20% overweight, you are
one of the lightest people in the office.

In theory, I suppose, if you are multi-
cultural, you could have all the advan-
tages.

Or all the disadvantages. You could
be a short, bald, guy with no money
and no luck with women.

Suddenly my tragic past makes
perfect sense.

2) You don't have to learn foreign

For more insights on identity crisis visit: www.vittachi.com



