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POL prices likely to go up by Rs8-10 per litre (The News 25-01-2011)
 ISLAMABAD: Another wave of inflation, this time the deadliest ever, is about to hit the country as the cash strapped and politically beleaguered government is inclined to increase the petroleum products prices by Rs8-10 per litre with effect from February 1, 2011. The increase will come because of the high rise in crude oil prices close to $100 per barrel in the international market. 

The current inflation hovers around 15.46 percent, which is already unbearable for the masses, but the apprehended rise in the POL prices will certainly make the lives of masses miserable on an unprecedented scale. 

According to the preliminary exercise worked out by the Ogra and Ministry of Petroleum and Natural Resources, the government is going to increase the POL price by an average of Rs8-10 per litre. And to this effect, the Ministry of Petroleum will take the mechanism of Parliamentary Committee on Petroleum Prices into confidence. The government has already sustained a loss of Rs5 billion on not raising the POL price from January 1, 2011 because of the pressure of almost all the political parties. 

Since then economic woes of the government have increased manifold, mainly because of the failure to improve the revenue generation outlook of the country, caused by severe opposition of political parties to approving the Reformed GST Bill. This explains why it is not possible for the government to again absorb the hit by not increasing the POL prices. 

The raise in the POL prices will also increase the cost of thermal power generation in Pakistan due to which the power tariff will also be increased. The official said as per the preliminary working done by the Ogra, the increase in petrol (MS) price has been proposed by Rs8 per litre, HOBC by Rs10.68 per litre, HSD (high speed diesel) Rs8 per litre, LDO (Light Diesel Oil) Rs7 per litre and Kerosene by Rs8 per litre. 

The proposed hike of Rs8 per litre in the HSD will virtually ruin the poor masses as this fuel is used in the NLC (National Logistics Cell) vehicles for transportation of goods within the country due to which the cost of everything, particularly kitchen items and vegetables, will skyrocket.
Indian bank warns on inflation risk; rate rise seen (The News 25-01-2011)
 MUMBAI: India’s central bank said inflation may stay high for longer than earlier anticipated due to a rise in global commodities prices and domestic supply pressures that have pushed up food prices. Monday’s report appeared to reinforce the likelihood that the Reserve Bank of India (RBI) will lift policy interest rates by at least 25 basis points at its quarterly review on Tuesday.

The central bank also said downside risks to growth had receded. “Upside risks to inflation have increased, suggesting the need for sustained anti-inflationary policy focus,” the Reserve Bank of India (RBI) said in a report a day before its quarterly monetary policy review. “Since a lower inflation regime is essential for sustainable high growth, containing inflation becomes the dominant policy objective in the current environment,” the report said. After raising rates six times since March to tame inflation, the central bank paused in December but indicated at the time that further rate hikes were possible, with inflation remaining well above its comfort zone. “As a result of newer factors and increased risks, the inflation trajectory is likely to show some persistence and moderate only gradually,” Monday’s report said. 

The central bank also called for measures to address structural drivers of inflation, which include inefficiencies in the agricultural sector. A sharp rise in food prices, a key driver of inflation in India, has been putting upward pressure on broader prices. The wholesale price index, the most widely watched gauge of prices in India, rose 8.43 percent in December from a year earlier, compared with 7.48 percent in November and well above the RBI’s March-end projection of 5.5 percent. The RBI’s perceived comfort zone for inflation is 5-6 percent in the short term and 3-4 percent in the medium term. Investors are pricing in more rate increases, with the overnight indexed swap curve flattening this month, reflecting an increase in rate hike expectations. The most traded 8.13 percent, 2022 bond yield has risen 17 basis points in January to 8.23 percent. 

The RBI’s repo rate , at which it lends to banks, stands at 6.25 percent and the reverse repo rate, at which it borrows from banks, at 5.25 percent. A survey of forecasters conducted by the RBI increased its 2010/11 fiscal year growth projection for India marginally to 8.7 percent, from 8.5 percent in the previous forecast, Monday’s RBI report said. “Though the overall global outlook suggests some moderation in growth in both advanced and emerging economies in 2011, downside risks to India’s growth momentum have receded considerably,” the report said.
ITBA rejects draft law on active taxpayers’ list (The News 25-01-2011)
 KARACHI: The Income Tax Bar Association (ITBA) has termed the draft law on active taxpayers list under income tax ‘a draconian law’, saying that it would be used to harass existing registered taxpayers. 

The members of ITBA unanimously rejected the draft law issued through SRO 09 on January 6, saying the functions and powers delegated under the SRO negated the various available provisions contained in the Income Tax Ordinance, 2001. 

Ali A Rahim, ITBA President, presented the pros and cons of the active taxpayers list under direct taxes before the Finance Minister on January 22.

He criticised Federal Board of Revenue (FBR) for not having updated computerised data. “The record and data of FBR is not updated properly and the web portal of PRAL has numerous technical problems.” 

FBR has made it mandatory to file returns and statements through the revenue body’s official web portal. Under the draft amendments to ATL rules, FBR gave only seven days to taxpayers to reply to the revenue body failing which they were to be placed on blacklisted/inactive taxpayers list. 

“The taxpayers once suspended would have to run from pillar to post and their request will only be accepted when gratification is used which is very rampant and this fact is not a secret.” 

President ITBA sent objections to Finance Minister and FBR Chairman stating that it would discourage the existing taxpayers as harassment and high handedness by officials cannot be ruled out with the powers they would get under the proposed law. 

“FBR has failed to achieve the task of broadening the tax base . . . the use of the SRO will further depress the business activities of the existing taxpayers.” 

The members of the bar demanded that the FBR shelve the idea in the interest of the country.
Raw cotton rises to Rs10,800 per maund (The News 25-01-2011)
 KARACHI: Price of raw cotton surged by Rs200 to Rs10,800 per maund on Monday amid short supply of the commodity in the local market, dealers said.

About 3,000 bales of ginned cotton were sold at Rs10,800 in Bhakhar, Rahim Yar Khan, Rajanpur, Jampur and Shahdan Lund.

“Now, ginners are asking Rs11,000 in both cotton producing provinces, Punjab and Sindh due to a shortage of the quality produce, however lower quality cotton has been selling in the range of Rs10,100 and Rs10,600 per maund,” said Shakeel Ahmed, a leading cotton trader of the Karachi Cotton Exchange (KCE).

He predicted that domestic cotton prices could increase further, as prices continued to go up at the International Commodity Exchange (ICE), New York.
Resistance to EU’s Trade Concession Package (The News 25-01-2011)
 ISLAMABAD: Prime Minister, Syed Yusuf Raza Gilani called upon the European Commission to persuade India to give up its resistance towards European Union’s (EU) Trade Concessions Package. 

Gilani said this at the farewell given to Ambassador Jan De Kok, the outgoing head of European delegation in Pakistan, at the Prime Minister House on Monday. 

The prime minister asked the European Commission to formally take up Pakistan’s case for passage of EU’s Trade Concessions Package in WTO in its upcoming session on January 31 and urge other dissenting countries like Bangladesh, Vietnam, Peru and Brazil to step back. 

Gilani exhorted upon the EU to push forward FTA and Generalised System of Preferences (GSP) Plus as it would help Pakistan to stabilise its macro-economic framework and job creation. 

While congratulating Ambassador Kok on successful conclusion of his tenure of duty in Islamabad, Gilani expressed hope that he will continue to contribute towards strengthening the Pakistan-EU relationship in his future capacity as EU DG of Development Cooperation in Brussels.

Gilani also conveyed the gratitude of his government for EU’s humanitarian contribution of Euro 150 million to flood victims in Pakistan. 

He further hoped that EU will continue to assist Pakistan in Multiple Indicative Programme and for the fast track disbursement of the assistance pledged at the Tokyo Donors Conference for the social sector development in the country.

Ambassador Kok termed Gilani as a “Man of Consensus” and lauded his keen and swift approach for harmonising divergent opinion. 

He apprised Gilani that there was a strong realisation in Brussels on the importance of regular summit level dialogue between Pakistan and EU and it will hopefully be formalised at the next summit meeting. 

He assured that the European Commission will take up the case for passage of EU’s Trade Concessions Package to Pakistan at WTO with all those countries which are so far not on board. 

He expressed with confidence that the EU HQs in Brussels and its Missions in Geneva will pursue this mater forcefully with them.

Gilani while commending Ambassador Kok’s contribution for strengthening of democracy in Pakistan and for up gradation of Pakistan-EU relations to the Summit Level, called for institutionalised Summit Level interaction between Pakistan and EU.
Finding Of Contravention Reports Audit Reports Fbr Database Has No Electronic Record
(B Recorder 25-01-2011)
 ISLAMABAD  (January 25, 2011) : The national database of Federal Board of Revenue (FBR) has no electronic record of 'Finding of Contravention Reports/Audit Reports', reflecting maintenance of incomplete record of tax affairs of the registered persons.

Sources told Business Recorder here on Monday that the Board has maintained a central database at the FBR House, Islamabad. The purpose of the central database is to verify tax payments and broadening the tax base. The Board has compiled a report on the latest position of the data maintained electronically. According to FBR report, all the databases are being maintained centrally at FBR, except 'Finding of Contravention Reports/Audit Reports'. The claimants file the refund claims along with the requisite documents (Sales/Purchase Invoices, GD (Imports/Exports) which are then replicated to central repository of data (CR). The CR for cross verification of these documents from the available databases and either validates the documents or raises objections.

The centralised databases of 'list of recoveries', 'stock statements', 'details of debit/credit notes presented by the claimants along with the claims', 'data relating to non-filers, etc' 'data relating to profiles of refund claimants' are available at central repository (CR). However, data relating contravention reports and audit reports are not available and business side of Sales Tax Wing will be able to comment on the time line when the module will be developed, the FBR added.

The Auditor General of Pakistan had compiled a report on the non-availability/maintenance of Centralised Database of basic information. According to Concept Paper, for a successful launching of the project correct and complete data of Customs as well as Sales Tax was a prerequisite. Following information is prerequisite for application of electronic checks through Centralised Repository:- Database of imports and exports, sales tax profiles, tax returns, list of outstanding recoveries, blacklisted, suspected/closed units, stock statements, sale and purchase invoices, suspended and de-registered unit, sales and purchase invoice summary, data of refund cases processed by the system, finding of Contravention Reports/Audit Reports and list of non-traceable units.

The Pakistan Revenue Automation Limited (PRAL) had maintained various databases though Operational Data Storage (ODS) and refund system used these databases by accessing as authorised user. For updating the databases, ODS and STARR share information at database' level. This information verification of data is done with the help of different information including ODS-e-Portal Sales Tax (REG) Database, ODS-e-Portal Income Tax (REG) Database, Challan Database-DPCs/DPUs (Mahasil), e-portal Income Tax (Return) Database, e-portal Sales Tax (Return) Database, One-Customs (Import & Export Cleared GDs) Database, PaCCS (import/export) database, RECAP Database (Revenue Collection Automation Project), history data for Sales Tax (pertaining to ISS for FY 05-06, FY 06-07 & FY 07-08), sales tax return database (History data of ST returns for FY 2007-08) and STARR Database- (Claimant's invoice data, Invoice Summary data, Refund sanctioned, Refund paid through treasury etc).
Notices And Subsequent Penalties It Wing May Be Empowered
(B Recorder 25-01-2011)
 ISLAMABAD  (January 25, 2011) : The Federal Board of Revenue is planning to empower the Information Technology (IT) wing to issue notices and impose penalty on the registered persons through a centralised e-system without changes in tax laws. Sources told Business Recorder on Monday that presently commissioners and other officials in the field formations are authorised to issue notices to the taxpayers using various provisions of the tax law.

However, there is no provision in the laws to penalise taxpayers through centralised system. The Board is working on some mechanism to allow centralised IT system to automatically issue notices and impose penalty without transferring powers of commissioners to the FBR.

Presently, powers of issuing notices are available to the commissioners in the field formations. The provisions of the tax laws are required to empower the Board in doing operational work at the field formations. However, the FBR can entrust IT system the job without introducing any legal amendment for transferring powers of the chief commissioners to the Board.

Sources said that the FBR is maintaining the data of income tax returns and statements at a centralised database. The FBR can allow its IT system to exercise powers of enforcement for issuing notices and imposition of the penalties. The FBR had extensive discussions with the senior officials who opined that there is no need to transfer such operational powers to the Board. However, some other arrangement would be placed to implement this system with ample legal backing for completion of the job.

According to the FBR Action Plan-December 2010 on reforms implementation, for financial law consider to move the commissioners' powers to the Chairman. FBR's remarks are: There was consensus in the co-ordination meeting that this proposal does not seems feasible as this stage and require legislative changes, FBR added.
826 Mw Electricity To Be Added To System By December
(B Recorder 25-01-2011)
 ISLAMABAD  (January 25, 2011) : Minister for Water and Power Raja Pervez Ashraf on Monday said that 826 MW additional electricity would be added in the system by December this year. Speaking at the "meet the press" here at National Press Club, the minister said that the government has already included additional 1,982 MW in the system during its tenure.

He said that the Diamer-Basha dam project would be inaugurated in February this year. He added 4,500 MW electricity will be generated from this project.

He said besides changing scenario in the international market, the main reason of energy crises in the country is widening gap between power demand and supply.

He said the government is also working on several mega projects including Gunji, Dasu and Neelum-Jhelum power projects to generate additional electricity to meet the country's demand.

Pervez Ashraf said around 45,000 people have been arrested on charge of power theft while 150 employees have also been suspended from the services for helping in electricity theft in the country.

He said the government is also making efforts to get 750 MW electricity from Iran while a power plant gifted by UAE government will be functional soon.

He said for reforms and restructuring of power companies, the government has included professional persons in their boards for efficient working.

He said the main reason for delay in the start of rental power projects was law and order situation in past that compelled the investors to quit their work, however after improving the situation, now they are returning back to restart their projects, he added.

He said around 700 MW to 800 MW electricity is being produced from rental power projects.

He said despite several challenges being faced by the government, it is its endeavour to initiate mega development projects for progress of the country and changing the living standard of common man.

Replying to a question, the minister said all credit goes to the present government of Pakistan Peoples Party who contributed a lot for strengthening of democratic institutions of the country. He said other political parties have also played their due role in the parliament for democracy and passed the 18th and 19th amendment besides historical NFC award.

He said for the larger interest of the people almost all political parties are working in polite and appropriate manner that shows their maturity. He said now the whole nation is supporting the government in its struggle to protect the country from evil designs of terrorists, who are trying to destabilise the country.

On the occasion, the minister announced that electricity connections would be provided to journalists in Media Town within 72 hours after submitting the application. He also announced Rs 0.5 million for National Press Club.
Shipment Of Indian Cotton To Pakistan Chairman APTMA Expresses Concern Over Delay
(B Recorder 25-01-2011)
 LAHORE  (January 25, 2011) : Chairman, All Pakistan Textile Mills Association (Aptma), Gohar Ejaz has expressed serious concerns over dilly-dallying tactics of the Indian government in shipment of one million cotton bales to Pakistan terming it a sheer negation of the free market mechanism.

It may be noted that the Indian government's intervention to the free market mechanism has already earned serious criticism from the international community.

He said India has produced 32.5 million cotton bales this year with 10 percent upward growth comparing with last fiscal year. However, he added, the Indian government, vide Notification No. 12(RE-2010)/2009-14 dated 16th December 2010, has made amendments in earlier notifications to distort the free market mechanism. According to the amendment, the contracts for export of cotton shall be registered with the Directorate General of Foreign Trade prior to shipment. Also, clearance of cotton consignments by customs should be after verifying that the contracts have been registered.

He said it was an irony that the Indian Ministry of Commerce & Industry informed that the modalities of registration for export of cotton would be notified separately, once the balanced quantity of cotton, to be exported, is ascertained.

The chairman Aptma said due to this sudden intervention to the free market mechanism by the Indian government one million cotton bales of Pakistani importers were stuck up. They entered signed agreements with Indian cotton exporters well before the controversial notification.

He said the controversial notification was tantamount to backing out of Indian cotton exporters from their commitment with Pakistani cotton importers.

The Aptma chief pointed out that the Indian government has also robbed the Indian cotton growers by this intervention simply to support its textile industry procuring cotton at 30 percent less than international price.

He also expressed his concerns how the Indian government can negotiate with the European Union for market access in the form of Free Trade Agreement (FTA) after distorting the free market mechanism.

He said the EU has already imposed anti-subsidy duty on India for introducing Technology Up-gradation Fund Scheme (TUFS) besides subsidies and disbursing hundreds of billions of rupees for subsidised investment in the textile sector.

The chairman Aptma has appealed to both the Pakistan and the Indian governments to take up the issue on priority basis in the larger interest of two Asian textile giants and let the pending cotton shipment be released to Pakistan in the bilateral trade interest of two countries.
Textile Asia Exhibition From April 16
(B Recorder 25-01-2011)
 SIALKOT  (January 25, 2011) : Ecommerce Gateway Pakistan is organising 8th Textile Asia International Exhibition at Karachi Expo Centre from April 16 to 18th, 2011. Ecommerce Gateway has urged upon the members of Pakistan Hosiery Manufacturers and Exporters Association to participate in the exhibition and extend due support in making the event successful, without involving any financial obligation to the association.
Exporters To Suffer Huge Losses From Eu Concessions 
(B Recorder 25-01-2011)
 MULTAN  (January 25, 2011) : Value-Added Textile Forum (VTF) leader Muhammad Aasim Shah has said that ministries of commerce and foreign affairs and exporters, to get duty-free access to the European Union markets, have to bear huge losses when they would meet the demand of the foreign buyers after payment of duty.

Briefing local journalists about his experiences in Heimtex festival, he said that the government is going to announce 2011 as 'Year of Export'. But at Heimtex, the biggest textile fair in the world recently held in Frankfurt, Germany, last week was a source of disappointment among the exporters of Pakistan.

As buyers did not get the benefit of zero rating as announced from EU, they are moving their business back to China and India. Aasim said that after much struggle and demand of the exporters of Pakistan, the European Union realised the sacrifices of Pakistan in war against terror and recent flood ravages and announced duty-free access for 75 different textile commodities from Pakistan to their market from the January 1, 2011. But regretfully the EU deferred this for next three months as Indian lobby at European Union was so effective and influential that they forced EU to hold the decision over this relaxation to Pakistan.

He said: "It is complete failure of our foreign policy and lobbyists as we could not maintain this relaxation. As a 'front ally' in war against terror, Pakistani exports and business have suffered much as nobody cares to take risk to visit Pakistan. Duty relaxation was announced in the middle of the year and it brought a good sign that importers moved to Pakistan to enjoy the duty-free facilities, and record shows that we had a very positive growth over exports on last few months and considering this aspect".

Aasim said that importers are of the view that Pakistani government failed to convince the member countries of EU over this issue where the lobby against Pakistan is stronger.

He suggested that Pakistan can avail an opportunity of next EU joint meeting session to get approval in its favour. He said this is also a matter of prestige of exporters of Pakistan as well as the government of Pakistan.

He said that President, Prime Minister and foreign minister should raise this issue at international fora to get maximum concession and to safeguard Pakistan's economy and trade.

Aasim said that due to non-finalisation of the deals regarding duty-free access of 75 articles, hundreds of orders were diverted to Pakistan's competitors like Bangladesh, Sri Lanka and China. "Though buyers showed great interest in our products, yet we could not convince them regarding the settlement of tariff issue which is still pending". He stressed that it is high time that the government should provide all-out support to already entrenched industry to emerge as winner not only for the country but the millions of people dependent on textile sector. He requested Prime Minister Yousaf Raza Gillani, Minister for Textile Industry, and Foreign Minister to strongly take the issue of Duty Free Access with EU to settle the matter as early as possible. He further said that time is running out "and we should cash the opportunity before it's too late," and sympathy of EU in the context of floods is washed away by the strong lobby of the competitors, like India.
Textile Performance Bangladesh Outclasses Pakistan
(B Recorder 25-01-2011)
KARACHI  (January 25, 2011) : If Pakistan has its name in the history, perhaps as the oldest or certainly one of the oldest home of cotton then Bangladesh has its name in the history as the producer of finest quality of cloth /fabric specially world fame product named Dhaka muslin (Dhaka Malmal)- prepared from perhaps the finest cotton yarn of over 250 Ne, samples of such fabric have been preserved for exhibition in the museums including Dhaka Museum and Albert Hall Museum, London.

Such finest yarn was probably made from the roughest and shortest fibre length cotton locally called Dessi Toola and botanically known as Gossypium Arboreum but now hardly 120 Ne yarn is spun from extra long staple cotton on sophisticated machines. The highly sophisticated cloth / fabric was reportedly prepared by highly talented craftswomen some 250 years ago. Although, the days of Dhaka muslin have gone yet Jamdani Saree prepared from very fine yarn and fine embroidery work by specialize workers is a real gift of Bangladesh.

When in 1947 Pakistan got independence, it consisted of two parts viz; one called East Pakistan (now Bangladesh) and the other West Pakistan (now called Pakistan). In 1971, the East Pakistan got independence and is now Bangladesh. In 1947-48 season, Pakistan being an agriculture country produced cotton crop of 1.16 million 170-Kg bales, all in West Pakistan which had only a couple of composite textile mills in Punjab including one Okara Textile Mills, Okara and Lyallpur cotton mills, Faisalabad while in East Pakistan where, almost no cotton was grown, had 16 composite textile mills; one of these was Dhakeshwari Cotton Mills, Narayanganj which was installed in 1908.

The reason for installing more spinning mills in East Pakistan may be its humid climate, which suits spinning process with lower percentage of yarn breakages in the absence of artificial humidification.

However, Dessi cotton (Gossypium Arboreim specie) which was grown and produced in limited volume of about ten thousand bales, on the Chittagong hill-tracks was called Comilla cotton and it was all exported mostly to Japan till independence. Later, Bangladesh Government established Cotton Development Board for the growing and development of staple cotton (Gossypium Hirsutum) but it could not get the desired results. In 40 years period (1971-2010), Bangladesh's total cotton production is equivalent of 2,045,440 bales, producing maximum of 115,200 bales of 170-Kg each in one season and the yearly average production works out to 51,136 bales (USDA figures). Main reason for poor cotton production may be more rains and unsuitable lands. At the time of its birth, Bangladesh had about 75 textile mills with spinning capacity of 858,000 spindles, 7,400 power-looms and 37,500 handlooms which were consuming about 225,000 bales of 170-Kg. Table 1 below gives present position of textile capacity and production.

Raw Cotton: Bangladesh' s own cotton crop is very limited to 50 - 70 thousand 170-Kg bales per season while its cotton consumption is high between 4.0-4.5 million 170-Kg bales.

Thus, Bangladesh has to import almost all its cotton requirements to feed its spinning industry. In 2008-09 season, Bangladesh reportedly imported 640,000 Metric Tons =3.765 million 170-Kg bales from different countries of which prominent import sources are Uzbekistan-52 %, India-12 %, US-6 %, Pakistan-7 % and Africa-6 %. Against this, Pakistan's total domestic consumption is estimated between 13.5 and 14.0 million 170-Kg bales in 2010-11 season of which about 80 % will be met from local production and balance 20 % from imported cotton.

Cotton Yarn: Bangladesh is estimated to have domestically produced 541,000 tons (2/3rd of total requirements) of cotton yarn in MY 2009-10 while total cotton yarn requirements are estimated around 800,000 Metric tons. The yarn shortfall of 259,000 Metric tons (1/3rd of total requirements) is met through imports from different sources of which prominent are India 72 %, China 6 %, Pakistan 5 % and Thailand 3 %.

In 2008-09, Pakistan domestically produced 2,862,411 Metric Tons of yarn (About 78 % of cotton and 22 % of Blended yarn) of which 2,336,165 Metric tons i.e. 81.61 % has been consumed locally (77.90 % by weaving and knitting sectors and towel and other textile products manufacturing sectors), 3.72 % by organized mill-sector and balance 106,416 Metric tons (18.38 %) has been exported.

Cotton Cloth / Fabrics: In 2009-10, Bangladesh's total domestic requirements of fabric is reported to be around 4.30 billion square meters of which 2.0 billion square meters (46.51 %) of fabric was produced domestically while balance 2.3 billion square meters was imported from different sources of which prominent are China 75 %, India 12 % and Pakistan 5 %.

Against this, in 2008-09, Pakistan produced 9.015 billion square meters (11.31 % mill sector and 88.59 % non-mill sector) of fabric of which 7.117 billion square meters (78.94 %) were used for local manufacturing of garment - apparel - other textile products and balance 1.898 billion square meters ( 21.06 %) were exported.

Exports of Ready made Garments; The Export Promotion Bureau of Bangladesh data showed that shipments in term of values of Ready Made Garments (RMG), in the January-December period in 2010 totaled US $14.846 billions against 11.892 billions last year. The EPB- Bangladesh said that the garment exports grew by 42 percent to $8 billions in the July-December period of the current Fiscal Year 2010-11. Shafiul Islam Mohiuddin - acting President of the Bangladesh Garment Manufacturers and Exporters Association reportedly said that the local factories are seeing huge demands from global importers and the simplified the EU-GSP regime, effective from 1st.

January, 2011 is set to bring more buyers to Bangladesh. Some recent positive developments such as China's policy of shifting from low-value garments to high-value garments providing ample opportunity for Bangladesh to fill-up the gap and the European Union's decision to abolish two-certificate system and go for only one certification of fabric to garments, would certainly increase the exports of Bangladesh in general and that of RMG in particular considerably. Therefore, there appear bright chances for Bangladesh to avail these opportunities and achieve the export target of US $20 billions through exports of garments and some textile products in FY 2010-11. It is to be mentioned that garment exports claim share of about 80 % of Bangladesh's total exports. It is worth-mentioning that US and European Union countries are main destinations for Bangladesh garment exports claiming some 80 % share. Against this, Pakistan's total exports in July-2009 to June 2010 period was US $19.29 billions while imports at US $34.710 billions.

In six month period July-December 2010, Pakistan earned US $10.976 billions through exports and share of total textiles goods is estimated around 48 % including 16 % of Knit and woven garments. For meeting its total requirements, Bangladesh imports about 100 raw cotton, about 33 % yarn and about 54 % cloth / fabric and exports Ready Made Garments almost five times that of Pakistan. Pakistan is short in raw cotton requirements by 20 % but is surplus in yarn and cloth by 20 % each. Of course, there is no export quota for Bangladesh in USA whereas exports of Pakistan's textile goods to USA are subject to quota.

There is no duty on the exports of Bangladesh textiles to the European Union countries but exports of Pakistan's textile goods to EU countries are charged by 10 % as duty. Bangladesh enjoys such export facilities because of its status as Least Developed Country (LDC). It is a fact that in making so wonder performance in RMG sector, factors such as the positive Government policies, Government's facilitation in making finance, power and utilities available at reasonable cost, availability of cheap labour, better entrepreneurship, management skill and professionalism, good reputation in performance of export contracts in letter and spirit and positive ideas and innovation from foreign merchants are playing their roles very efficiently.

Labour, power and financial charges are comparatively cheap in Bangladesh so their production cost works out lower than other countries. In textile sector including RMG, more than 80 % work force comprise of women workers who are paid low wages, averagely about BD Taka 3,000 per month which works out to US $0.22 per hour against 0.50 in India, 0.45 in Pakistan and 1.0 in China. Power rates are also lower in Bangladesh. Bangladesh has two system of power generation viz: one by private sector mostly using gas which costs US Cents 4.5 per KWH and the other public sector mostly using oil costing US Cents 7.56 per KWH. Cost of power in Pakistan is US Cents 6.72, India 9.33 and China 7.84 per KWH. Banks in Bangladesh lend money to industries at special interest rate between 9 and 11 % which is also lower than other competing countries.

Enough Foreign investment also helps Bangladesh in increasing its production in textile -RMG sector. Pakistan and Bangladesh are at almost equal population level between 160 and 180 million people. Per Capital Income (2010) is US $941 and that of Bangladesh is US $660. Pakistan's nominal GDP is US $164,792 millions and that of Bangladesh US $105,402 millions. Soon after its independence, Bangladesh currency BD Takka was valued at 50 % discount from Pak Rupee (Two Takka = One Pak Rupee) but by the end of 2010 BD Takka was valued at a premium of 25 % over Pak Rupee. One US Dollar = BD Takka 69 = Pak Rupee 86.

Local law and order situation and business conditions in Bangladesh are better than in Pakistan.

Actually, Bangladeshi people generally prefer to live a simple and natural life inclined to less expending and more saving. There is only one central Government in Bangladesh with one cabinet of reasonable size and no provinces whereas in Pakistan we have almost five provinces, a large number of ministers, Parliament members costing many times more than Bangladesh expenses.

Some more than a decade ago, this writer had written an article captioned "Textiles - a symbol of prosperity for Bangladesh" published in Pakistan's daily newspaper.

There is no doubt that textile has brought much prosperity to Bangladesh and in the next five years up to 2015, Bangladesh is expected to increase its exports to the level of 50 billions of which 40 billions would of textiles including garments.

At the start of 21st Century, there were ample hopes and enough opportunities of becoming the third largest country in world textiles but now Pakistan appears losing this position to Bangladesh.
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==================================

Comparison of textile performance - Pakis

==================================

                                       Pakistan               

             Production                11.5 mln bale

Raw Cotton   Exports                   0.5 mln b

             Imports                   3.0 mln bales   

             Dom Requirements          14.0 mln 

             Production                2.232 mln Ton

Cotton Yarn  Exports                   0.450 mln

             Imports                   --                     

             Dom.Requirements          1.782 mln

             Production                9.015 Bln Sq.

Cloth/Fabric Exports                   1.898 Bln 

             Imports                   Nominal           

             Dom. Requirements         7.117 Bln

Exports      Total                     19.29 Bln US

             Textile incl. Garments    8.69         

             Share of textile (%age)   45 %      

             Garments                  16 %            

==================================





Source; BTMA Directors' report 2009.
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