Asian Journal of Management Sciences & Education Vol. 3(4) October 2014

Trade Performance of Bangladesh with East: An Evaluative Study

Mohammad Shahidul Islam?, Rumana Tashreen Khanam?

School of Business, University of Information Technology and Sciences (UITS),
BANGLADESH.

! shahidulislam28@yahoo.com

ABSTRACT

Bangladesh has close relationship with east and south east countries. The objectives
are to identify the development of trade relationship with east and south Asian
countries and to provide the policy strategy for relationship development with these
countries. It is taken the data of export and import of Bangladesh for 9 years for the
year of 1999-2000 to 2007-08 with the ‘east and south east Asian’ countries for
analysis. The study has used financial ratio, percentage, mean, growth, covariance,
hypothesis test etc. for analysis of data and drawing inferences. The average export
of Bangladesh to ‘east and south east countries’ is 5.84% with steady growth over the
period. The import of Bangladesh from ‘east and south east countries’ is 46.75% to
total import. The growth rate of with ‘east and south east countries’ is steady. The
trade deficit with ‘east and south East Asian’ countries is increasing over the periods.
The recommendations are to be member of ASEAN, to develop the bilateral
relationship, to develop the infrastructures, to identify the new market for export, to
increase the export of skilled manpower to east and south East Asian countries.
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INTRODUCTION

Economic diplomacy is the formulation and advancing of policies relating to production,
movement or exchange of goods, services, labor and investment. Bangladesh adopted
economic and foreign policy as ‘look east’ policy with the east to increase trade and
investment relations with them. At present, more than 80 percent of the volume of trade of
most developing countries are with the US and EU. In case of Bangladesh, its exports to the
European Union stood at average 53 percent and to the NAFTA average 33 Percent
(according to Bangladesh export statistics) .It means that more than 85 Percent of
Bangladesh’s export go to the west. Such total dependence of export on the EU and the
NAFTA is not healthy because any disruption on exports to these countries will seriously
affect the economy of Bangladesh. Exports are bone of the ingredients of economic securities
of a country that in turn is a part and parcel of national security. One of the aspects of
national security is to avoid dangers or threat to economic security (Rashid, 2006).

Bangladesh foreign policy establishment has given Southeast and East Asia special
considerations in the context of changes in regional and international situations. Bangladesh’s
location as bridge between South and Southeast Asia is regarded as the basis of its new policy
thrust. Beginning in December in 2002 Bangladesh foreign relations have taken a new turn
with bilateral visits at the highest political level between Bangladesh, and Thailand, China,
Myanmar. From Bangladesh side these visits signified the emphasis on diplomatic and
economic ties with the countries in East and Southeast Asia compared with traditional links
with India and other countries (Hussain, 2005).
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Bangladesh wants economic ties in South East Asia, East Asia to optimize its benefits for
economic development. The research aims are to analysis the comparative trade performance
of Bangladesh with east and south east countries. Finally, the strategies are recommended for
attaining the goal.

LITERATURE REVIEW

Dilip Barua (2010) discussed on “Relevance of ‘look east policy’ to efforts for shared
prosperity” in the Summit of the Indian Chamber of Commerce. Bangladesh offers huge
complementarities to the sub-region and the region. It has an export industry with landmark
performance even at times of severe economic downturn.

Reaz Rahman (2006) has told on ‘look east policy”. Rahman said the country's diplomatic
relations should focus mainly on trade and business, and in this perspective relations with
China and Japan need to be developed a greater degree. After taking power in 2001, the
Bangladesh Nationalist Party-led alliance government adopted the Look-East policy in its
efforts to enhance the country's trade and business.

Harunor Rashid (2006) has conducted study on “Bangladesh ‘look east policy”. He identified
the following issues and recommendations. The “Look East Policy” is not a rhetorical
statement. It is a serious policy shift and needs to be pursuing vigorously both at the
governmental and non-governmental levels. Bangladesh's exports on average have increased
in recent years by 15 per cent annually and there is potential of Bangladeshi entrepreneurs to
take risks and success.

Morshed Alom (2005) has conducted study on “Bangladesh’s Engagement with ASEAN:
Retrospect and prospect”. As part of its reorientation of economic and foreign policy,
Bangladesh adopted ‘look east” policy to engage with the countries to the east (ASEAN+3) to
increase trade and investment relations with them. Geographical proximity with ASEAN
entertains Bangladesh of a greater scope of mutual cooperation with these countries. These 13
nations have achieved a higher degree of economic development in the last three decades and
experts believe that these countries will continue to register higher economic growth in the
next three decades as well.

Biswajit Nag (2005) has conducted study on “Trade cooperation and performance in east
and south Asia: towards a future integration”. The article highlights the potentiality among
countries of SAARC, ASEAN and the North-East Asian sub region for further trade
cooperation. It also critically reviews the institutional set-up of major trade blocs in the
region and emerging trends. The analysis of the existing cooperation and trade performance
points out the need to develop a cooperation strategy as countries of these subregions are
actively trading with each other.

A.K.M. Atiqur Rahman (2007) has conducted study on “BIMSTEC- Japan Cooperation in
Trade and Investment” with the aims at making an elementary analysis of the prospects of
BIMSTEC-Japan cooperation from the perspective of Bangladesh. According to the author,
BIMSTEC-Japan cooperation may bring mutual benefits for both BIMSTEC countries and
Japan.

Hans-Peter Brunner and Massimiliano Cali (2006) studied on Dynamics of Manufacturing
Competitiveness in South Asia: Analysis through Export Data. The outstanding export
performance of South Asian countries (India in particular) over the 1990s has prompted some
observers to see in it the roots of an export-led growth similar to that of its Southeast Asian
neighbors. We employ export unit values (UVs) cum real competitiveness analysis to the
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manufacturing sector of four South Asian countries (with particular focus on India), in order
to investigate the determinants of this apparent success. Shifts toward higher UVs relative to
technology leaders serve as the most appropriate indication of underlying structural changes,
and such change is manifested in technology closing-up processes among countries.
According to our indices, the export competitiveness of South Asian countries (except
Pakistan) seems to have slightly improved relative to its Southeast Asian comparators, but not
relative to the Organization for Economic Co-operation and Development. South Asian
export growth has been mainly driven by relative quantity expansion through a reduction in
relative costs rather than relative quality improvement. Such expansion has been concentrated
in natural-resource-intensive, standard technology-intensive (in India), and labor-intensive
sectors (in Bangladesh). On the other hand, the more technology-intensive sectors in India
still suffer from a significant gap relative to Thailand, which has not been closing up in the
last decade. These findings suggest some notes of caution in interpreting the recent good
export performance of South Asian economies.

Thongkholal Haokip (2011) conducted studied on India's Look East Policy. The Look East
policy has emerged as an important foreign policy initiative of India in the post-Cold War
period. The essential philosophy of the Look East policy is that India must find its destiny by
linking itself more and more with its Asian partners and the rest of the world, and that India’s
future and economic interests are best served by greater integration with East and Southeast
Asia. Thence, the Look East policy is an attempt to forge closer and deeper economic
integration with its eastern neighbours as a part of the new realpolitik in evidence in India’s
foreign policy, and the engagement with Association of South East Asian Nations (ASEAN)
is the recognition on the part of India’s elite of the strategic and economic importance of the
region to the country’s national interests. As Prime Minister Manmohan Singh said, the Look
East policy 1s “not merely an external economic policy; it is also a strategic shift in India’s
vision of the world and India’s place in the evolving global economy. The Look East policy
is the product of various compulsions, changed perceptions and expectations of India in the
changed international environment. The end of cold war brought about a fundamental change
in the international system, which focuses on the economic content of relations and led to the
burgeoning of the formation of regional economic organizations.

Thongkholal Haokip (2012) studied on India’s Look East Policy: Its Evolution and
Approach. The Look East policy has emerged as an important foreign policy initiative of
India in the post-Cold War period. It was launched in 1991 by the then Narasimha Rao
Government with the aim of developing political contacts, increasing economic integration
and forging security cooperation with countries of Southeast Asia. The policy marked a shift
in India’s perspective of the world, where the strategic and economic importance of Southeast
Asia to India’s national interests is being recognized. The second phase, which began in
2003, extends the coverage of the Look East policy from Australia to East Asia, with ASEAN
as its core. The new phase, thus, marks a shift in focus from trade to wider economic and
security cooperation, political partnerships, physical connectivity through road and rail links.
In this paper the evolution of India’s Look East policy and its recent approach are analyzed.

RIS (2011) Expansion Of North East India’s Trade And Investment With Bangladesh And
Myanmar An Assessment Of The Opportunities And Constraints. India’s North Eastern
Region (hereinafter NER) has 9 percent of India’s geographical area and contributes 3 per
cent to the country’s gross domestic product (GDP). In relative terms, it is one of India’s
economically laggard regions. However, given its natural resources base and strategic
location, NER has the potential to become India’s “powerhouse” in terms of trade and
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investment. Although the NER is rich in resources like hydrocarbons and other minerals, and
has immense potential to produce hydroelectricity, absence of adequate infrastructure has
impeded its development. NER is unique in terms of the economic opportunities it offers.
About 98 per cent of the region’s borders form India’s international boundaries; it shares
borders with China, Bangladesh, Bhutan and Myanmar. Given its strategic location, the
region can be developed as a base for India’s growing economic links not only with the
Association of Southeast Asian Nations (ASEAN) but also with neighboring countries, viz.
Bangladesh, Bhutan, and Nepal. Over the past several years, India has been a part of a
number of regional and sub-regional initiatives that countries in South and South East Asia
have taken to deepen their economic integration. These include the South Asian Free Trade
Agreement (SAFTA), which is the first step towards an eventual South Asian Economic
Union, the Bay of Bengal Initiative for Multi-sectoral Technical and Economic Cooperation
(BIMSTEC) and the Asia-Pacific Trade Agreement (APTA). Further, as a part of its “Look
East” policy, India has increased its engagements with the members of the ASEAN and
countries belonging to the East Asia Summit (EAS).

From the above literature reviews, it is focused that the experts discussed on various trade
related issues. But there is no analytical paper is found on this issue. Since this issue is a vital
one. So, we conducted intensive analysis on the topic ‘Trade Performance of Bangladesh
with East: Evaluation, Justification and Strategy’ to overcome the research gap. This research
identifies the evaluation of trade performance.

OBJECTIVES

Our objectives are to identify the development of trade relationship with east and south Asian
countries and to provide the policy strategy for relationship development with these
countries. For attain this objectives, we want to identify the following specific objectives.

1. To analyze the trade performance of Bangladesh with east and south East Asian
countries.

2. To provide the policies to improve the trade of Bangladesh with East and south East
Asian countries.

METHODOLOGY

Source of Data

This paper is an analytical one. The secondary data are used to study. Secondary data were
collected from the following Sources: Bangladesh Bank, Bangladesh Bureau of Statistics,
Bangladesh Economic Review, Books and Journal, Internet Website.

Sample Design

It is taken the data of export and import of Bangladesh for 9 year for the year of 1999-2000 to
2007-08 with the ‘east and south east Asian countries’ for analysis.

Analysis of Data

The data have been analyzed with the help of different financial, statistical techniques. The
study has used financial ratio, percentage, mean, growth, covariance, hypothesis test etc. for
analysis of data and drawing inferences.

Hypothesis Test

l. Ho: The growth of trade deficit with ‘East and South East Asian’ countries of
Bangladesh and total trade deficit of Bangladesh are equal.
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. The growth of Export of Bangladesh with ‘east and south east Asian’ countries and
the total growth rate of Bangladesh are equal.

I1. The growth of Export of Bangladesh with ‘cast and south east Asian’ countries and
the growth rate of total Import are equal.
FINDINGS AND ANALYSIS
Comparative Analysis of Export
Percentage of Export to Total Export

The export is the economic security of a country. From the appendix- 1(A), it is seen that
from the total export, the average export of Bangladesh to the ‘East and Southeast Asian’
countries is 5.84% (ASEAN countries and others East Asian countries).

Export and Import
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Figure 1. Export and Import of Bangladesh with “East & South East Asian Countries

The figure 1 is drawn from Appendix 1. The export to East & South East Asian countries is
also steady. It is about same (5.59% in 1999-2000 & 5.5% in 2006-2007) but in the year
2007-2008 it increased slightly (8.39%). The export with east and South East Asian countries
is steady over the period.

Growth of Export

The growth rate of export is one of the most common indicators of success. From the
appendix 1(A), it is seen that the average growth of export of Bangladesh to the East and
south east is 23.83 percent.

Table 1. Correlation

Total Export to
EAST & South East  Total Export
Asian Countries

*k

Total Export to East Pearson Correlation 1 .936
& South East Asian Sig. (2-tailed) .000
Countries N 9 9
Pearson Correlation 936" 1
Total Export Sig. (2-tailed) .000
N 9 9

Now, we shall identify this with a hypothesis test.
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Hypothesis Test

Ho: The growth of Export of Bangladesh with ‘east and south east Asian’ countries and the
total growth rate of Bangladesh are equal.

Table 2. Hypothesis ‘test-1: Paired Samples Test

Paired Differences

95% Confidence Sig. (2-
Interval of the t df )
Mean Std.  Std. Error Difforence tailed)

Deviation  Mean

Lower Upper

Growth of Export with East
& South East Asian
Countries - Growth of total
export

6.0 21.69924 7.67184 -12.14102 24.14102 .782 7 460

Hypothesis-I: The calculated value of ‘t’ is 0.782 and the table value of ‘t’ is 2.36. So, it falls
inside the critical region. So, the null hypothesis is accepted that the growth of Export of
Bangladesh with ‘East and south East Asian’ and the total growth rate of Bangladesh are
equal. It means that apparently and statistically it is equal.

Analysis of Import
Percentage of Import to Total Import

In case of import it is reverse situation of export, the import of Bangladesh from ‘East and
southeast’ countries iS average 46.75 percent. The import from east and south east is much
higher. From the Appendix- 1 and 2, the figure-1 is drawn. It is seen from the graph that the
percentage of import of Bangladesh from east and south East Asian countries is steady with
slight declining trends. In the year 1999-2000 and 2007-2008, these were 46.94% and
43.12% respectively.

Now, we shall see the growth rate of import from ‘east and south east Asian’ countries. The
growth rate of import of Bangladesh from ‘east and south east Asian’ is average 16.48
percent.

Table 3.

Total Import from
East & South East  Total Import
Asian Countries

*k

Pearson Correlation 1 .998
Total Import from
East & South East Sig. (2-tailed) .000
Asian Countries N 9 9
Pearson Correlation .998™ 1
Total Import Sig. (2-tailed) .000
N 9 9
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Growth of Import
Hypothesis Test

Ho: The growth of Export of Bangladesh with ‘east and south east Asian’ countries and the
growth rate of total import are equal.

Table 4. Paired Samples Test

Paired Differences

95% Confidence

Std. Std. Error Interval of the t
Deviation Mean Difference

Lower Upper

Sig.
Mean f (2-tailed)

Growth of Export with East
& South East Asian Countries -1.12500 5.24915 1.85585 -5.51340 3.26340 -.606 7 564
- Growth of total Import

Hypothesis-1I: The calculated value of ‘t” is 0.606 and the table value of ‘t’ is 2.36. So, the
‘t” value is fallen inside the critical region. So, the null hypothesis is accepted that the growth
of Export of Bangladesh with ‘east and south east Asian’ and the growth rate of total Import
are equal.

There is no change (decline) trend of import with ‘east and south east’ countries. Now, it is
clear that Bangladesh has import dependency on ‘east and south east’ countries.

Trade Performance
Analysis of Balance of Trade
Balance of Trade

The balance of trade is the value of a country’s exports less the value of its imports. A
favorable balance of trade indicates that a country is exporting more than it’s importing. An
unfavorable balance of trade indicates the opposite, which is known as a deficit.

The trade balance (Export-Import) of Bangladesh with ‘east and south East’ Asian Countries
is depicted from the appendix-3 (a). The figure-2 is framed which demonstrates that the trade
balance of Bangladesh with ‘East and South East” Asian countries is deficit balance.

—e— Balance of Trade for East and

Balance of Trade South East Asian Countries
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5
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Figure 2. Balance of Trade
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The trade deficit with ‘east and south East’ Asian countries has an increasing trend. In total
amount the trade deficit is increasing. This is totally an unfavorable situation. The trade
deficits with the east and south East Asian countries are Tk.16935.24 crore & Tk. 53843.97
crore in the year 1999-2000 and 2007-2008 respectively.

At this stage, Growth of trade balance is augmented for further discussion.
Comparative Growth of Balance of Trade

Now, it will be displayed that the growth rate of trade balances with ‘east & south East’
Asian countries.

= Growth of Trade Deficit with Fast and South Fast Asian
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Figure 3. Comparative growth of Balance of Trade

From the appendix the appendix 3(B), the Figure-3 is constructed. It is concluded from the
appendix-3(A) that the average trade deficit with ‘east and south East’ Asian countries is
Tk.31051.38 crore. The growth of trade deficit with ‘East and south East’ Asian countries is
an increasing trend. The average growth of trade deficit is 16%.

Now, we shall conduct the hypothesis test of growth rate of trade deficit of Bangladesh with
east and south East Asian countries and growth rate of total trade deficit to justify the deficit
trend.

Hypothesis Test

Ho: The growth of trade deficit with ‘East and South East Asian’ countries of Bangladesh
and total trade deficit of Bangladesh are equal.

Table 5. Paired Samples Test

Paired Differences

95% Confidence Sig. (2-
Std. Std. Error Interval of the t df g
L . tailed)
Deviation Mean Difference
Lower  Upper

Mean

Growth of Trade Deficit

with Eastand South East  » 57500 1762658 623194 -17.61119 11.86119 -461 7  .659
Asian Countries - Growth

of total Trade Deficit
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Hypothesis-I11: The calculated value of ‘t’ is -0.461 and the table value of ‘t” are £2.63 So,
the calculated value is fallen inside the critical region. So, we accept the null hypothesis that
the growth of trade deficit with ‘East and South East Asian’ of Bangladesh and total trade
deficit of Bangladesh is equal.

Now, we shall see the Export/Import ratio of Bangladesh with ‘east and south East’ Asian
countries.

Export/ Import Coverage

From the appendix-4, the average export-import, ratio of Bangladesh with ‘east and south
east Asian’ countries is 0.072. It is seen the export-import ratio of east is much lower and
steady over the period.

Trade balance with East and South East Asian Countries

From the appendix-5, it is observed that the average trade deficit with China, Singapore,
Japan, Hong Kong, Taiwan, are most which are Tk.9495.28 crore, Tk.5425.43 crore, Tk.
3689.64 crore, Tk.2758.09 crore, Tk.2407.43 crore respectively. So, we have to give special
emphasis to these countries for increment of export to reduce the trade deficit.

RECOMMENDED STRATEGY OF BANGLADESH

1. Being the member of any Economic Block Bangladesh can attain some advantages
for example: 1.Progress in trade; 2.Ease of agreement; 3.Improved political
cooperation; 4.Opportunities for employment; 5.Beneficial for financial markets;
6.Increase in Foreign Direct Investments; 7. Employment Opportunities.

2. Being involved in bilateral relationship Bangladesh can extract some of the major
benefits of bilateral economic relations are advantages of cost, economies of scale,
and employment. In the case of undeveloped economies, bilateral economic
relations help them to get economic aid and loans for development projects.

3. Bangladesh has to develop the communication infrastructure for her economic
advancement. In recent decades Bangladesh has progressed a lot in this phase but
it’s not absolute to achieve ultimate goal.

4. Bangladesh needs to adopt her foreign policy in all aspect. “Friendship to all, Malice
to none” is the key principle of Bangladesh foreign policy. To frame foreign policy
she has always insisted on socio-economic development. With the hope of regional
integrity and economic development, Bangladesh has become the member of
different multilateral groups like Common wealth, UN, NAM, SARRC, D8, APTA,
WTO etc.

5. Bangladesh needs to explore the new market for export to the east and south east
Asian countries. There is export opportunity for some non-traditional product like
battle nut, battle leaf, handicraft, vegetables etc.

6. Bangladesh has to increase the manpower export market. From the appendix-6, it is
seen that the currently the number of manpower in Malaysia and Singapore are
131762 and 56851 in 2008 respectively. They sent the remittance $633.86 million
and $892.49 Million respectively in 2008. Besides, there are many people in Japan,
South Korea. So, we can find out the opportunity of more manpower export to these
countries.
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7. The Myanmar is the only feasible route of Bangladesh for communicating with east
and south East Asia. But the proposed route of ESCAP of Asian high way is not
covering this desired route. So, Bangladesh has to take bilateral initiative to develop
the road communication with Myanmar.

8. ASEAN is the most successful economic intermigration in the world. Bangladesh
has to become the member of ASEAN which will develop the economic relationship
with south East Asian countries.

9. Bangladesh needs to start active role of economic diplomacy policy and trade policy
of MOC and MOFA with some initiatives for implementing the look east policy.

CONCLUDING REMARKS

The export of Bangladesh is mainly with eastern countries which are average 86.30%. So,
government wanted to reduce the dependency of export from west by creating market to east
and south East Asian countries. Bangladesh took the look east policy as a foreign economic
diplomacy. Bangladesh took some initiatives such as became the member of BIMSTEC and
developed the bilateral relations with China, Thailand, and Myanmar. The average export to
East Asia and South East Asia is 5.84%. After various statistical analyses it is found that
there is no change of trade (export and import) with both east and south east countries and
western countries. The recommendations are to be member of ASEAN, to develop the
bilateral relationship, to develop the infrastructures, to identify the new market for export, to
increase the export of skilled manpower to east and south East Asian countries. There is
further scope of research in this field to identify the ways for increasing the export to east
and south East Asian countries.
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Appendix-1(A): Total Export of Bangladesh to ASEAN and East Asian countries (in Crore

Taka)
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Appendix 1(B). Total Import of Bangladesh from ASEAN and East Asian countries (in Crore
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Appendix 2. Total Export & Import and their growth (in Crore Taka)

‘s 192'G296T %ELCT €L9'L0VvE %GS'6
abesany 89'T66TY %EL'LT GT'86TEL %cL'LT
[e101 €T0T'SC6LLE 8€'€8/859
8002-200C | G€69°LETSL %V.'6 67" 7676ET %¥T92
£002-900Z | 8T60'99¥89 | %908 G8'/8S0TT %6702
9002-G00C | 82SC'EIVES |  %S9'CC 1S'10026 %6522
G00Z-¥00C | GES8'68SEY |  %SC'9C 82'TS0S. %bT LT
¥002-€00C | 8T.G'GZSVE | %T6'EC 96°'TE06S %9T V1
€002-200 | TG¥6'€98./C %ve L €€'80.TS %8L'E€T
2002-100Z | L¥766'8565C %ET'9- L€ Ly¥SY %€E9'2-
1002-000Z | G216'259/2 | %E00E 92,997 %GE"0C
0002-666T | 9522'992T¢ 68'18.8¢

5 5

mn o

= N = =

o —_ o —_—

o o © [oR ©

g n <! E s

> s 5 s 5

(@] - o =

[ S [ g

< o

O] O

Sources: Annual Import Receipts 2008-2009 and Annual Export payment 2008-2009, Bangladesh

Bank Statistics Department

Appendix 3(A). Balance of Trade (in Crore Taka)
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Appendix 3(B). Growth of Balance of trade (In percentage)
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Bank Statistics Department
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Appendix 5. Balance of Trade (Export-Import) for ASEAN & East Asian Countries

(in Crore Taka)
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Appendix 6(A). Country wise workers' remittances (US million dollars)
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Appendix-6(B). Country wise workers export
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