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TOWARDS BULDNG
A MODERN ECONOMY

Promoting export diversification and maintaining RMG sector dynamism must go hand in hand.

TIERTRL

JOURNALISM WITHOUT
FEAR OR FAVOUR

Revitalising Exports

Bangladesh needs a strategy of export diversification complemented by a policy of maximising overall exports

MOHAMMAD A RAZZAQUE

Export diversification has proven to be a
formidable task for Bangladesh. If any-
thing, export concentration—more
specifically, dependence on readymade
garments (RMG)—has increased further.
Bangladesh's export basket is four times
more concentrated in a few individual
product lines than the average of a
developing country. Our Asian com-
parators such as China, India,
Indonesia, Malaysia, Sri Lanka, Thailand
and Vietnam, all have much more diver-
sified export structures. The contribu-
tion of new products, identified by the
six-digit level of the harmonised system
of trade classification, to the overall
export growth between 2005 and 2015,
was less than five percent for
Bangladesh in comparison to 78 percent
for Malaysia, 42 percent for Vietnam, 32
percent for China, 25 percent for Sri
Lanka and 20 percent for India.

For Bangladesh the issue of export
diversification is much more complex
and needs serious strategic thinking.
Many observers seem to believe non-
RMG exports cannot grow because of
policy support provided to the RMG
sector. There is often a suggestion that
the RMG sector no longer needs any
support and thus all policy assistance
provided to this sector should cease to
exist. These are flawed assessments.
Given Bangladesh's current situation

the need for export expansion should
not be compromised by the need for
export diversification. Rather, a strategy
of export diversification is to be com-
plemented by a policy of maximising
overall exports.

It is true that within the group of
LDCs Bangladesh is considered as an
export success story. But when com-
pared with other developing countries,
there appears to be no reason for com-
placency. With a population of 160
million, our current export volume of
USD 35 billion is small in comparison
with most countries of comparable size.
The 91 million-strong Vietnam boasts
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exports to be at par with successful
exporting nations among the develop-
ing countries. From this perspective,
promoting export diversification and
maintaining RMG sector dynamism
must go hand in hand.

In recent times, the export sector has
come under some strain. The growth in
export receipts in the last fiscal year was
just 1.7 percent. Persistent slowdown in
global trade and increased pressure on
external competitiveness due to several
factors have contributed to this dismal
performance. It comes as Bangladesh
aims for USD 50 billion RMG exports
with an overall export target of USD 60
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Pharmaceutical products have already established a respectable export

base and production capacity.

an export volume of USD 170 billion;
Indonesia exports USD 220 billion
with a population of 258 million; the
Philippines has a population of 101
million and exports USD 90 billion.
Then again, much smaller countries in
East Asia such as Malaysia and
Singapore are extremely successful
exporting nations. Therefore,
Bangladesh must vigorously expand its

billion by 2021. These targets now
appear to be daunting prospects.

There is however huge potential for
increasing RMG exports many folds
given the expected growth of global
apparel demand in the future. Available
projections suggest that the annual
global apparel consumption could
exceed USD 2.5 trillion by 2025 (from
currently USD 1.8 trillion), giving

boosts to exports of clothing from
various suppliers. And, revitalising and
sustaining dynamism in the garment
sector will help expand overall export
faster.

Under an optimistic scenario, if
RMG exports expand at a rate of 10
percent per annum for the next 10 years
or so and the non-RMG sector also
grows at the same pace, Bangladesh's
total exports in 2030 will be USD 100
billion. Although this will imply the
relative significance of RMG exports as
a part of total exports remains
unchanged, it should contribute to
significant broadening of non-RMG

tis true that within
he group of LDCs
Rangladesh is
considered as an
export success
story. But when
compared with
other developing
countries, there
appears to be no
reason [or
complacency.

export base. On the other hand, if RMG
export growth is going to be five per-
cent per annum, overall export perfor-
mance is going to be much less impres-
sive. Therefore, RMG will have to play
an engine role for rapid export expan-
sion. It is also important to recognise
that even within the RMG sector there
exists massive opportunities for gener-
ating exports in new products (and thus
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diversification).

A strategy of export expansion with
diversification will have to mitigate the
adverse consequences faced by export-
ers as a result of Bangladesh's weaker
performance in various areas such as
institutions, infrastructures, technologi-
cal readiness, financial market develop-
ment, etc. In the Global
Competitiveness Index 2017-18
Bangladesh is outperformed by many
of its comparators in terms of most of
these indicators.

Such a strategy should also aim to
tackle policy-induced disadvantages
faced by the exporters. For example,
appreciation of the real exchange rate
undermines a country's external com-
petitiveness. Since 2011, the real
exchange rate of the taka has appreci-
ated by more than 50 percent.
Similarly, the 7th Five Year Plan has
emphasised on reversing anti-export
bias in trade regime for boosting
exports and promoting export diversifi-
cation. This would require rationalis-
ation of the tariff structure to dismantle
disincentives for exporting.

Providing direct support is critical in
addressing policy biases against export-
ers and other barriers that they face.
One key ingredient in Bangladesh's
RMG-led export growth success was an
elaborate incentive package, which
became a characteristic feature of the
trade policy regime in the 1990s. This
included duty drawbacks on imports of
intermediate goods, bonded warehouse
facilities to enable exporters importing
intermediate inputs duty-free, cash
compensation schemes for the so-called
non-traditional exports with the cash
assistance rate for exporters not availing
duty-drawback or bonded warehouse
facilities, etc.

These incentives continue to operate,
although the nature and depth of cover-
age for some of them have changed. For
instance, since the early
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