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Transit: an explainer

REFAYET ULLAH MIRDHA
Bangladesh cannot charge
any fee for giving the right of
transit and transshipment to
other countries, but can col-
lect other service charges and
administrative costs in line
with the World Trade Organi-
sation (WTO) rules, experts
said yesterday.

According to international
practices, Bangladesh will
receive service charges for
across-the-country transports
along with different regular
service charges such as
administrative costs, port use
costs, health and environment
costs, noise pollution costs,
infrastructure development
costs and others, they added.

International practices
make it mandatory for a coun-
try to provide transit and
transshipment facilities to
another country if it is disad-
vantaged and landlocked.

The transit providing coun-
try needs to develop infra-
structure, recruit extra staffers
and develop ports to help
deliver the additional services,
they said.

Transit is the movement of
passengers or goods on the way
to a destination and transship-
ment is transfer of a shipment
from one carrier, or more com-
monly, from one vessel to
another.

"No country can collect fees
only for giving the right of tran-

sit and transshipment; it is the
violation of international
norms. But all other appropri-
ate charges are applicable,”
said Ahsan H Mansur, execu-
tive director of the Policy
Research Institute (PRI).

"According to the interna-
tional norms, one country
should not exploit the disad-
vantages of other people. This
is why the question of transit
and transshipment comes."

He said the north-eastern
region of India is landlocked
and in a disadvantageous
position.

Bangladesh can collect
administrative and other
expenses from Indian vehicles
and vessels for using its terri-
tory, he added. "The country
can be benefited indirectly."

Manzur Ahmed, an adviser
to the Federation of Bangla-
desh Chambers of Commerce
and Industry (FBCCI), said
collecting fees in exchange of
services is a global practice in
case of providing the transit
and transshipment facilities.

The WTO rules clearly
define how a country can
collect fees from transit and
transshipment, he said.

The same rules will be
applicable for India, although
it is a single country business,
headded.

Ahmed said, according to
international rules, it is man-
datory if a landlocked country
demands transit and trans-

shipment facilities through the
territory of another country.

Syed Saifuddin Hossain, a
senior research fellow of Centre
for Policy Dialogue (CPD), said
no country can collect fees only
for giving the transitright.

For example, he said the
Switzerland government col-
lects infrastructure charges,
administrative costs and other
charges for transit and trans-
shipment.

Similarly, the Tanzanian
government collects fees from
the Dar es Salaam corridor
users, he said.

According to General
Agreement on Tariffs and
Trade (GATT), a country can-
not deny transit facility if
another country wants to
carry goods through its terri-
tory, Hossain said.

In this case, no country can
collect transit fees or make
unnecessary delay, except
those of transport and other
administrative costs.

The GATT also states that all
charges and regulations
imposed by the contracting
parties should be reasonable.

Recently, comments from a
senior adviser to the prime
minister created buzzin news-
papers.

Prime Minister's Economic
Adviser Mashiur Rahman had
termed collection of fees from
transit and transshipment as
"uncivilised and illiterate".
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No more lending cap

BB governor tells businessmen

STAR BUSINESS REPORT

The central bank governor yester-
day ruled out the possibility of
reimposing a lending cap, but said
the regulator will continue "moral
suasion” on banks to keep the
interest rate on working capital to
industries below 15 percent.

Bangladesh Bank (BB) rejected
the demand of businessmen when
a delegation of the Federation of
Bangladesh Chambers of Com-
merce and Industry (FBCCI) led by
its President AK Azad met Gover-
nor Atiur Rahman.

The FBCCI leaders also briefed
the BB governor on problems such
as the high interest rate on working
capital.

The central bank has recently
withdrawn the 13 percent lending
cap except on agricultural and
industrial term loans.

The International Monetary
Fund and the owners of private
banks had long been putting pres-
sure on the government to lift the
cap.

The businessmen said the
banks have been suffering from a
dearth of foreign currency and
liquidity. Hoever, the BB denied
the claim, saying it was a political
propaganda.

After the meeting, BB Deputy
Governor Nazrul Huda said to the
journalists: "We have told the busi-
nessmen that the central bank will
not re-impose the lending cap.
However, in future we will consider

whether a cap can be imposed on
working capital but notright now."

In the meeting, the BB officials
said they received allegations that
some banks are charging 16 per-
cent or more interest on working
capital. The BB will hold a meeting
next Sunday with the chief execu-
tives of the commercial banks and
will request them to keep their
interestrate at 15 percent or below.

The central bank will continu-
ously monitor the matter and if
any bank charges more than 15
percent interest on working capi-
tal, the central bank will impose
thelending cap, a BB official said.

The BB governor told the busi-
nessmen that the regulator will
soon take steps to keep the interest
rate on working capital at a tolera-
ble level.

Nazrul Huda also denied that
there was a liquidity crisis. The
amount of excess liquidity with the
banks is Tk 24,057 crore now, he
said. Every day Tk 3,100 crore is
transacted in the call money mar-
ket. The interest rate on the call
money market is maximum 6.25
percentin the private banks.

The BB governor told the busi-
nessmen they are facing pressure
due to various monetary policy
measures and credit policy taken
for the sake of economic stability
and balance. The pressure is tem-
porary, he said. "These do not
reflect the weaknesses of the econ-
omy, rather these are fast growth
pains,” Rahman added.
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Indian High Commissioner Rajeet Mitter hoped Ban-
gladesh would set a reasonable transit fee to achieve
the desired outcome of the transit system.

He spoke to reporters after a meeting arranged by
the Chittagong Chamber of Commerce and Industry
(CCCI) inthe port city on Monday.

"It depends on the proposal of Bangladesh gov-
ernment, who has formed a committee to settle the
transit fee. India would certainly agree to pay the
transit fee fixed by Bangladesh," Mitter said. "Ex-
pensive transit fees might not bring the desired

Indian HC expects
rational transit fee
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The high commissioner also announced availability
of multiple visas for Bangladeshi businessmen to
boost bilateral trade and economic relations between
the two countries.

Describing Chittagong as a “dynamic" business
centre, Mitter urged the chamber leaders to send busi-
ness teams to the North-Eastern region of India to
boost trade between the two zones.

CCCI President Morshed Murad Ibrahim presided
over the meeting, joined by local businessmen and
officials of the Indian High Commission in Bangla-
desh. The businessmen at the meeting urged the
Indian high commissioner to ease visa complexities for
businessmen and visitors.
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