
 

North American Academic Research , Volume 2, Issue 11; November 2019; 2(11) 62-73       ©TWASP, USA 62 
 

 North American Academic Research 

 

 

Journal homepage: http://twasp.info/journal/home 

 

Research 

Factors effecting trade barriers in international business between China and 

USA and its impacts on Bangladesh market 
 

Mohammed Hasan Tarek, Dr. Salah Uddin Rajib 

Dept. Accounting & Information System (AIS), Faculty of Business Studies, Jahangirnagar 

University, Bangladesh 

 

*Corresponding author 

Accepted:  29  October, 2019; Online:  07  November, 2019 

DOI : https://doi.org/10.5281/zenodo.3530948         

 

 

 

 

 

 

 

 

 

 

 

 

Introduction 

The U.S. goods trade deficit with China was $347.0 billion in 2016, a 5.5 percent decrease ($20.1 

billion) over 2015. U.S. goods exports to China were $115.8 billion, down 0.3 percent ($297 

million) from the previous year. Corresponding U.S. imports from China were $462.8 billion, 

down 4.2 percent. China was the United States' 3rd largest goods export market in 2016. U.S. 

exports of services to China were an estimated $48.4 billion in 2015 (latest data available) and 

U.S. imports were $15.1 billion. Sales of services in China by majority U.S.-owned affiliates were 

$54.9 billion in 2014 (latest data available), while sales of services in the United States by majority 

Abstract: Administration and Congressional leaders struggle with rapidly-changing political 

and economic environments in the United States, it is increasingly clear that those 

environments are inexorably linked to equally-rapid and unexpected changes abroad. 

Moreover, many of these changes are occurring in regions of the world and countries only 

marginally of interest to most American policy makers in the past. Bangladesh is one such 
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Mexico, Israel and Jordan are diverting exports of Bangladesh’s most important product 

toward producers on those regions. The ramifications for export earnings, employment, even 

economic and political stability are not insignificant. 
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China-owned firms were $4.8 billion. U.S. foreign direct investment in China (stock) was $74.6 

billion in 2015 (latest data available), a 10.5 percent increase from 2014. U.S. direct investment in 

China is led by manufacturing, wholesale trade, and depository institutions. 

Key trade barriers  

The United States continues to pursue vigorous and expanded bilateral and multilateral 

engagement to increase the benefits that U.S. businesses, workers, farmers, ranchers, service 

providers and consumers derive from trade and economic ties with China. In an effort to remove 

Chinese barriers blocking or impeding U.S. exports and investment, the United States uses 

outcome-oriented dialogue at all levels of engagement with China, while also taking concrete steps 

to enforce U.S. rights at the WTO as appropriate. At present, China’s trade policies and practices 

in several specific areas cause particular concern for the United States and U.S. stakeholders. The 

key concerns in each of these areas are summarized below. For more detailed information on these 

concerns, see the 2016 USTR Report to Congress on China’s WTO Compliance, issued on January 

9, 2017, at https://ustr.gov/sites/default/files/2016-China-Report-toCongress.pdf. The USTR 

Report to Congress on China’s WTO Compliance provides comprehensive information on the 

status of the trade and investment commitments that China has made through the United States-

China Joint Commission on Commerce and Trade (JCCT) and the United States-China Strategic 

and Economic Dialogue (S&ED). 

Bangladesh - Trade Barriers 

Includes the barriers (tariff and non-tariff) that U.S. companies face when exporting to this country. 

In addition to high tariff rates and supplementary duties, Bangladesh has registration procedures 

and other regulatory requirements that often impede market access. Foreign companies are allowed 

to provide services in Bangladesh except in sectors that are subject to administrative licensing 

processes.  Yet new market entrants face significant restrictions with respect to most regulated 

commercial fields (including telecommunications, banking, and insurance), and the process for 

establishing legal entities such as financial institutions is subject to strict regulatory 

requirements.  There have been reports that licenses are not always awarded in a transparent 

manner.  Transfer of control of a business from local to foreign shareholders requires prior 

approval from the Bangladesh Bank (control is defined as the ability to control the board of 

directors or a majority of the directors).  In 2016, the Bangladesh Investment Development 
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Authority (BIDA) was formed from the merger of the Board of Investment and the Privatization 

Commission.  BIDA’s goal is to push for implementation of a One-Stop Service Act and to become 

Bangladesh’s one-stop private investment promotion and facilitation agency.  On February 5, 

2018, the Parliament passed the One Stop Service Bill 2018.  BIDA prepared the rules, which will 

be formulated under the Act.  After the formulation of the rules, the authority will able to 

implement the Act properly.  BIDA is currently developing an automation-based business model, 

which is fully virtual.Bureaucratic inefficiencies often discourage investment in Bangladesh. 

Overlapping administrative procedures and a lack of transparency in regulatory and administrative 

systems can frustrate investors seeking to undertake projects in the country.  Frequent transfers of 

top- and mid-level officials in various Bangladeshi ministries, directorates, and departments are 

disruptive and prevent timely implementation of both strategic reform initiatives and routine 

duties. 

Repatriation of profits and external payments are allowed under current law.  But U.S. and other 

international investors have raised concerns that outbound transfers from Bangladesh remain 

cumbersome and that applications to repatriate profits or dividends can be held for additional 

information gathering or otherwise delayed, if tax disputes arise.  Government officials cite 

concerns that allowing even limited outward transfers would lead to a flood of capital from 

Bangladesh.U.S. and other international companies have raised concerns that the National Board 

of Revenue has arbitrarily reopened sometimes decades-old tax cases, with particular targeting of 

cases involving multinational companies.Extortion of money from businesses by individuals 

claiming political backing is common in Bangladesh.  Other impediments to business include 

frequent transportation blockades called by political parties, which can both keep workers away 

and block deliveries, resulting in productivity losses.  Vehicles and other property are at risk from 

vandalism or arson during such blockades, and looting of businesses has also occurred. 

 

Land disputes are common, and both U.S. companies and citizens have filed complaints about 

fraudulent land sales.  For example, sellers fraudulently claiming ownership have transferred land 

to good faith purchasers while the actual owners were living outside of Bangladesh.  In other 

instances, U.S.-Bangladeshi dual citizens have purchased land from legitimate owners only to have 

third parties make fraudulent claims of title to extort settlement compensation.Likewise, corruption 

remains a serious impediment to investment in Bangladesh.  While the government has established 
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legislation to combat bribery, embezzlement, and other forms of corruption, enforcement is 

inconsistent. 

China - Trade Barriers 

Following China’s accession to the WTO in 2001, the Chinese government took significant steps 

to revise its laws and regulations in a manner consistent with WTO obligations and to strengthen 

its role in the global economy. Nevertheless, despite progress in many areas, significant barriers 

for U.S. companies still exist. The U.S. government has demanded that the Chinese government 

address these barriers and to vigorously enforce U.S. and international trade laws and obligations. 

 

For more information on specific barriers, please see the U.S. government’s National Trade 

Estimate Report on Foreign Trade Barriers. A report on China’s compliance with WTO rules since 

joining that organization is published by the United States Trade Representative (USTR) and titled 

“2017 Report to Congress on China’s WTO Compliance” (January 2018). 

 

Trade summary  

The U.S. goods trade deficit with Bangladesh was $4.0 billion in 2018, a 5.2 percent decrease 

($219 million) over 2017. U.S. goods exports to Bangladesh were $2.1 billion, up 43.1 percent 

($636 million) from the previous year. Corresponding U.S. imports from Bangladesh were $6.1 

billion, up 7.3 percent. Bangladesh was the United States’ 62nd largest goods export market in 

2018. U.S. foreign direct investment (FDI) in Bangladesh (stock) was $460 million in 2017 (latest 

data available), a 0.4 percent increase from 2016.  

Trade agreements  

Bangladesh has negotiated several regional trade and economic agreements, including the South 

Asian Free Trade Area (SAFTA), the Asia-Pacific Trade Agreement (APTA), the Bay of Bengal 

Initiative for MultiSectoral, Technical and Economic Cooperation (BIMSTEC), and the South 

Asian Association for Regional Cooperation (SAARC) Preferential Trading Arrangement 

(SAPTA). Nevertheless, South Asia remains the least integrated region in the world. Less than 

three percent of Bangladesh’s exports go to neighboring India and less than one percent in total 

goes to other South Asian countries. The United States is Bangladesh’s single largest market. 

Bangladesh has not signed any bilateral free trade agreement (FTA), but has started initial FTA 
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discussions with a number of countries, including Brazil, China, Sri Lanka, Thailand, and Turkey. 

India, Malaysia, and Pakistan, among others, have expressed interest in negotiating an FTA, but 

Bangladesh has decided not to pursue these offers.  

Import policies  

Bangladesh’s import policies are outlined in the Import Policy Order 2015-18 issued by the 

Ministry of Commerce. The Import Policy Order has two lists, “List of Controlled Goods” and 

“List of Prohibited Goods.” Tariffs and Taxes Tariffs The Import Policy Order is the primary 

legislative tool governing customs tariffs. The collected tariffs are a significant source of 

government revenue, which generally complicates efforts to lower tariff rates. Bangladesh levies 

tariffs based on the Harmonized Commodity Description and Coding System and publishes the 

applied rates. Generators, information technology equipment, raw cotton, textile machinery, 

certain types of machinery used in irrigation and agriculture, animal feed for the poultry industry, 

certain drugs and medical equipment, and raw materials imported for use in specific industries are 

generally exempt from tariffs. Samples in reasonable quantities can be carried by passengers 

during travel and are not subject to tariffs; however, samples are subject to tariffs if sent by courier. 

Bangladesh’s applied Most Favored Nation (MFN) tariff rate averaged 13.9 percent, with average 

applied rates of 16.9 percent for agricultural products and 13.4 percent for non-agriculture products 

in 2018. According to the 2018-19 Bangladesh Customs Tariff Schedule, the maximum MFN 

applied rate is 25 44 |  

Foreign trade barriers percent  

Products subject to rates from 5 percent to 25 percent include general input items, basic raw 

materials, and intermediate and finished goods. Bangladesh provides concessions for imports of 

capital machinery and equipment, as well as for specified inputs and parts. Taxes Other charges 

applicable to imports are an advance income tax of five percent; a value-added tax (VAT) of zero 

percent to 15 percent, with exemptions for input materials; and a supplementary duty of zero 

percent to 35 percent, which appliesto certain new vehicles or luxury items such as cigarettes, 

alcohol, and perfume. VAT and supplementary duty are also charged on certain domestically 

produced goods. Bangladesh has abolished excise duties on all locally produced goods and 

services with certain exceptions. For example, services rendered by banks or financial institutions 

are subject to a tax on each savings, current, loan, or other account with balances above defined 

levels, and certain taxes apply to airline tickets. Excise duties remain on similar imported goods 
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and services. Nontariff Barriers All importers, exporters, and brokers must be members of a 

recognized chamber of commerce as well as members of a Bangladeshi organization representing 

their trade. All imports, except for capital machinery and raw materials for industrial use, must be 

supported by a letter of credit (LoC). A LoC authorization form and a cash bond, ranging from 10 

percent to 100 percent of the value of the imported good, are also required. Other documents 

required for importation include the following: a bill of lading or airway bill, commercial invoice 

or packing list, and certificate of origin. For certain imported goods or services, additional 

certifications or import permits related to health, security or other matters are required by the 

relevant government agencies. Goods imported by or for the public sector generally require less 

documentation but the specific amount of documentation required varies from sector to sector. 

Bangladesh imposes registration requirements on commercial importers and private industrial 

consumers. Commercial importers are defined as those who import goods for sale without further 

processing. Private industrial consumers are units registered with one of four sponsoring agencies: 

the Bangladesh Export Processing Zones Authority, for industries located in the Export Processing 

Zones (EPZs); the Bangladesh Small and Cottage Industries Corporation, for small and medium-

sized enterprises; the Handloom Board, for handloom industries run by the weaver associations 

engaged in the preservation of classical Bangladesh weaving techniques; and the Bangladesh 

Investment Development Authority (BIDA), for all other private industries. Commercial importers 

and private industrial consumers (with the exception of those located in EPZs) must register with 

the Chief Controller of Imports and Exports in the Ministry of Commerce. The Chief Controller 

issues import registration certificates (IRC). An IRC is generally issued within 10 days of receipt 

of the application. Commercial importers are free to import any quantity of non-restricted items. 

For industrial consumers, the IRC specifies the maximum value (the import entitlement) for each 

product that the industrial consumer may import each year, including items on the restricted list 

for imports. The import entitlement is intended as a means to monitor imports of raw materials and 

machinery, most of which enter Bangladesh at concessional duty rates. 
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Methods 

 

 

Result and discussion  



 

North American Academic Research , Volume 2, Issue 11; November 2019; 2(11) 62-73       ©TWASP, USA 69 
 

 

The bilateral trade deficit needs to be assessed in light of the overall trade deficit which is less 

a product of restrictions on U.S. exports than it is a reflection of a low U.S. domestic savings 

rate which requires overseas capital to fund U.S. domestic investment needs and the growth 

in U.S. government debt.34 Efforts to reduce the U.S.-China trade deficit without addressing the 

saving-investment gap, will merely change the composition of the U.S. trade deficit, leaving the 

overall trade deficit unchanged. 
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Figure 3. Bilateral trade and business activities of affiliates of U.S. and Chinese 

companies in each other’s markets 
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