Meeting with Diplomatic Correspondents Association Bangladesh
Hotel Sheraton, November 28th 
EC-Bangladesh Relations in the Field of Trade

It is my pleasure and privilege to address the Diplomatic Correspondents Association of Bangladesh. In the two years which have passed since I arrived in Bangladesh, I have been pleased to cultivate a close relationship with the media in Bangladesh and to have witnessed the tireless work of journalists in this country.
No sensible politician, or indeed diplomat, can afford to ignore the power of the media. The celebrated 18th century British philosopher, Edmund Burke, went so far as to say that,  whilst there were three estates in Parliament – the monarch, lords and commons – the fourth estate, or the press, was far more important than them all. I leave you to judge whether this flattering assertion is an exaggeration!

The present circumstances in Bangladesh – where great optimism for the future is tempered by pronounced difficulties in the political and economic life of the nation – undoubtedly mean that the media is more important than ever. With a state of emergency in place, you are working in challenging circumstances and I am sure that, every day, you are faced with judgment calls as to how best to fulfill your role in scrutinizing and reporting on events.
Whilst I am invited here to address the issue of EC-Bangladesh trade relations, I feel at liberty to look at other aspects of our relationship with this country, not least because trade is intimately linked to governance and politics. The present administration has pursued a campaign against corruption of unprecedented vigour, carrying the potential to transform business and society for the better. The European Union has welcomed this initiative, whilst emphasising the need for due process of law. What counts, however, is how the people of Bangladesh respond. Will the small businessman and rickshaw-wallah be freed from petty acts of rent-seeking?  Will faith in the rectitude of public servants and the appropriate delivery of government services increase? Will Chittagong Port operations become a model, graft-free facility for the exit and entry of goods. These questions illustrate the extent of the culture change - at all levels of society - required to make rampant corruption a thing of the past. As a partner of this country since 1976, the European Commission is pleased to lend both political and financial support to these endeavours. Governance and human rights play a pivotal role in our co-operation programmes, with an allocation of 55 million euros to support in this field for the period 2007-10. This assistance will help to underpin the National Integrity Strategy, by enhancing government effectiveness and service delivery, reducing the leakage of public funds and strengthening the resilience of citizens against corruption. 
Accountability and responsiveness of state institutions to the public which they serve is important not only in the context of corruption but also, obviously, in the case of elections. Elections are meaningless if they are not free and fair. To put it in rudimentary fashion, free and fair elections require unhindered access to the polls of all eligible voters and the accurate recording of the preferences which those voters express. Whilst the concept is simple, the technical demands can be immense and I want to pay tribute to the sterling work of the Election Commission, government officials and the military in rising to the challenge of producing a verifiably fair voter list with photographs. The European Commission is proud to be the largest donor to this critically important project.
Turning to commercial matters, Bangladesh’s economy has shown a remarkable resilience in the past decade, and has weathered the increasing demands of globalization remarkably well. Within the EU’s borders, consumers from Dublin to Riga are wearing garments made in Bangladesh. That economic resilience stems from the entrepreneurialism and hard-working spirit of the people of this country. With trade linked so intimately to development, it is proper that LDCs such as Bangladesh should be accorded favourable trading conditions from their developed country counterparts, as well as from the advanced developing countries. It is my firm belief, in this regard, that all major developed countries and others should follow the EU’s lead and grant duty- and quota – free access to their markets. This is not an act of charity – it is rather a moral imperative which makes commercial sense: stronger LDC trading partners are good for global trade. 

Whilst Bangladesh rightly enjoys beneficial access to the EU market, such access is not wholly unconditional. I would distinguish between legal conditions imposed pursuant to clearly identified rules, and market conditions which derive from the demands of buyers and customers. Turning to legal conditions first. In order to claim duty-free access, exporters must show that their products originate to a sufficient degree in Bangladesh, in line with our rules of origin. This makes perfect sense. We want Bangladesh, as a Least Developed Country, to benefit from duty-free access. We don’t want other, less deserving economies, to get that benefit by the back door. Moreover, we have seen recently that unscrupulous businessmen from other countries are all too ready to resort to fraudulent means in an effort to claim Bangladesh’s trading privileges as their own. 
There has been criticism in the past that the EU’s rules of origin are too stringent. The European Commission has now moved to address these concerns through a proposal to revise the rules of origin. I am pleased to share in public for the first time the details of the EC’s proposal, which is currently under consideration by EU Member States. First, it is envisaged that the present complex rules will be replaced by a single criterion of value addition. For Least Developed Countries, a figure of 30% value addition has been proposed, with some minor exceptions for certain goods, including agricultural goods. In practice in Bangladesh this should mean that the rules of origin will allow single stage processing of garments – in other words manufacture from fabric imported from any third country. For non-LDCs, the rules of origin threshold is significantly more demanding, with a proposed figure of 50% value addition. The European Commission’s proposal would serve to significantly simplify our rules of origin and boost Bangladesh’s access to the EU market, including through better potential for product diversification. I should stress again, however, that it has yet to be approved by EU Member States.  
The EU also takes the view that regulation in the interest of consumer safety is not only legal and within WTO rules, but desirable. For example, reliable scientific evidence points to the fact that nitrofuran damages human DNA and can cause cancer. Who would knowingly feed such a compound to their children? The EU wants to buy quality Bangladeshi shrimps, as demonstrated by the fact that 6% of Bangladesh’s exports to the EU is made up of frozen food. However, the EU does not want harmfully contaminated shrimps. I am pleased and relieved to say that Bangladesh has demonstrated an admirably co-operative attitude towards this problem and that improvements are being made – with the financial support of the European Commission - which should ensure the future prosperity of this expanding export industry in its business with the EU. 
Turning to consumer-driven demands, any good business-person would say that knowing your market is a fundamental for success. EU consumers can be fickle in their demands for quality products which meet the fashion demands of the day and are available at competitive prices. Ethical consumerism is also on the rise, as exemplified by the rapid growth of Fair Trade products: over 1 million farmers and workers are involved in the Fair Trade globally, with 2000 Fair Trade products available in the UK alone. This illustrates the potential commercial advantage to Bangladesh of working to meet minimum wage and social compliance standards. I would add, however, that it is also incumbent upon European buyers to negotiate fair prices and conditions with their suppliers here. 
I said that Bangladesh rightly enjoys beneficial access to the EU market. However, in an increasingly competitive world, such access is not a guarantee of success. I would identify the following factors as possible threats to Bangladesh’s position in the EU market:
First, preference erosion- with the WTO Doha Development Round likely to continue the trend towards lower tariffs, and a possible EU Free Trade Agreement with India and ASEAN, Bangladesh’s margin of advantage over its competitors is set to diminish;
Second, the lifting of safeguard measures imposed on China with respect to  certain textile items– the point to note on this is that Bangladesh has been an indirect beneficiary of the EU’s safeguard measures. It is only legal under WTO rules to impose safeguards where your own industry is threatened with serious injury due to a surge in imports. The safeguards were accordingly an exceptional measure designed to protect EU industry from a sudden rush of Chinese imports. However, these safeguard measures on Chinese textile products may not be imposed again beyond 2008 as the agreement related to China’s entry to the WTO. The European Commission has now made the judgment that, in accordance with our agreement with the Chinese, those safeguards must be replaced by a stringent monitoring of Chinese exports;
Third, the need to foster a conducive business environment  – as I have noted, the present administration is taking many painful but necessary measures to tackle corruption and create the right technical conditions for elections. The world is watching Bangladesh and trusts that this political will will pay dividends and result in the election of a new Parliament and government as early as possible in 2008. I have no doubt that the government is acutely aware of the difficulties and hardship which many sections of society are facing at present, not least as a result of the hefty price rises for essential goods. However, I am also firmly convinced that effective reforms and the creation of durable democracy in Bangladesh will pay longer term dividends. A return to the street confrontations and irreconcilable party politics which characterised the pre-one-eleven era would be catastrophic for Bangladesh’s prosperity.
In short, Bangladesh must do all it can to maximize its competitiveness in the global market and cultivate an image which is attractive to international business. This means producing quality goods to international standards, enhancing productivity whilst providing decent working conditions and getting those goods to market as swiftly and efficiently as possible. The European Commission will remain a reliable partner of Bangladesh as it strives to fulfill these goals, not least through the 40 million euros which we have earmarked for trade and economic development for the next four years.  
To conclude, I firmly believe that Bangladesh has all the makings of a future Asian tiger economy – a poetic development for the home of the Bengal Tiger. In time political stability, clean politics and administration, and regulatory reform can deliver double-digit growth and the widespread alleviation of poverty. I hope that when we in the European Commission join Bangladesh to mark her 50th birthday in 2021, this country will be entering into a prosperous and confident middle age.
Thank you.
