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DISCLAIMER

The analysis, opinions and conclusions expressed or implied in this seminar
proceeding are those of the presenters/authors and were presented as
part of a course requirement of National Defence College for academic
discourses and do not reflect any opinion or position or views of the
College, Bangladesh Armed Forces or any other agencies of Bangladesh
Government. Statement, facts or opinion appearing in this seminar
proceeding are solely those of the presenters/authors/researchers and do
not imply endorsement by editors, publisher or National Defence College,
Bangladesh.

Foreword
Bangladesh is a land of opportunity. We have every potential to grow further.
Entrepreneurship development and investment promotion is the most effective tool
to make these potentials in reality. New investment brings employment, technology,
managerial knowledge to alleviate poverty. Building a supportive institutional
arrangement will be key to the establishment of a dynamic and private sector
oriented policy ecosystem in Bangladesh. Bangladesh has the potential to mobilize
huge amounts of resources from private and domestic and foreign official sources in
carrying out massive infrastructural investment plan. Increasing institutional capacities
for investment promotion and FDI attraction into Bangladesh could lead up toward
this dream in near future. We all have a stake to perform for building a prosperous
Bangladesh in near future.
Bangladesh is a developing country. It is being developed gradually. For its gradual
development, the government has fixed some visions. Vision 2041 is one of them.
The Prime Minister of the present government, Sheikh Hasina told the parliament
that her government will soon turn the Vision 2021 into Vision 2041 as a long-term
perspective plan in the context of her party’s election manifesto titled: ‘Bangladesh
marching ahead’. She also said that after implementing the Vision-2041, Bangladesh
will be a peaceful, prosperous, happy and developed nation comparable with the
developed world.
If the Vision-2041 is materialized, Bangladesh will become a developed country like
all other developed countries of the world. So, in order to make the “Vision-2041”
successful, we, all should come forward to help the government.
At the end, I sincerely pay my special thanks to all contributors and do humbly
acknowledge the persistent efforts of the editorial board for making the paper a
success.

Lt Gen Chowdhury Hasan Sarwardy, BB, SBP, BSP, ndc, psc, PhD
Commandant
National Defence College

Editorial
Investment is a potent weapon of development of economy that can play an important
role in achieving the country’s socio-economic objectives including poverty reduction
goals. Investment is of crucial importance for the development of productive capacity
of an economy by building up physical capital which in turn, creates employment
opportunities. By increasing the existence of capital in the economy, investment
allows the companies to buy new tools, buildings, computers, machines etc, to support
enhanced production. The term FDI refers to investment that is made to acquire a
lasting interest in an enterprise operating abroad, the investor’s purpose being to have
an effective voice in the management of the enterprise. In other words, FDI is an
international financial flow with the intention of controlling or participating in the
management of an enterprise in a foreign country.
The government of Bangladesh has adopted a long-term perspective plan to transform
Bangladesh into a knowledge based middle-income economy by 2021 and a peaceful,
prosperous, happy and developed country by 2041. (Star Online Report, 2016).
Bangladesh, a densely populated, agro-based, developing South Asian country wants
to boost its economic performance for a better future. Bangladesh is distinguished
among the LDCs because of its relative success in economic and rural development.
We benignly acknowledge the extraneous endeavour of all members of the editorial
board for extending their selfless support behind this publication.
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Overview of the Seminar
As part of the course curriculum, National Defence College (NDC) arranges
a good number of seminars and other individual and group research works for
the course members.
The seminar on “Investment in Bangladesh: Challenges and Prospects
for Realisation of Vision 2041” was held at NDC on 11 & 15 June 2017 as
part of the course curriculum of National Defence (ND) Course-2017. The
seminar was participated by four groups of Course Members of ND Course
2017. All groups presented their key note papers on 11 June 2017 and critique
groups provided their comments and suggestions to the respective groups.
The panel of presenters covered four sub-themes, namely: Investment Scenario
in Bangladesh, Investment by Local Entrepreneurs, Foreign Direct Investment
in Bangladesh: Challenges and Prospects for Realization of Vision 2041 and
Way Forward to Bolster Investment for a Developed Bangladesh By 2041.
A separate panel of presenters combined all sub-themes of the seminar and
presented a consolidated keynote paper on 15 June 2017 infront of an august
gathering comprising ND Course Members, foreign diplomats, eminent
resource persons, practitioners and senior armed forces personnel from
different military institutions and Headquarters.
Dr. A. H. Wahiduddin Mahmud, Former Advisor to the Caretaker Govt in
1996 and Professor of Dhaka University, graced the Seminar as the Chief
Guest.
The topic of the seminar was very much partinent for the present context of
Bangladesh. All the keynote speakers upheld important sides of the themes and
the discussion contributed a lot to fulfill the aim of the seminar. At the end of
the presentation there was an interactive session where Commandant NDC,
Resource Persons, Faculty Members and all Course Members participated and
contributed.
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Address of Commandant, NDC
Lt Gen Chowdhury Hasan Sarwardy,
BB, SBP, BSP, ndc, psc, PhD
Bismillahir Rahmanir Rahim.
Respected Former Adviser to the Caretaker
Government and Professor of Dhaka
University, Dr A. H. Wahiduddin Mahmud,
Distinguished Academics, Professionals, Senior Military Officers, Government
Officials, Representatives of Civil Society and Participants of ND Course 2017.
As Salamu Alaikum and Very Good Morning
I am honoured and privileged to welcome you in the Seminar. Bangladesh
is aspiring to become a middle income country by 2021. Very recently, the
Prime Minister of the Peoples’ Republic of Bangladesh declared her vision to
take Bangladesh at par with the advanced countries by 2041. ‘’Vision 2041’’ is
now synonymous to an advanced Bangladesh. NDC, as the pioneer think tank
organization triggered the thinking process of Vision-2041 in last October
2016 by a seminar on “Foreign Policy of Bangladesh: Road Map to Realization
of Vision 2041” jointly organized with BIISS and BEI. In pursuing the
Vision-2041, NDC organized a seminar on ‘’Human Resource Development:
Need for Education and Administration Sector Reform for Realization of
Vision 2041’’ in February 2017.
We express our deepest gratitude and sincere thanks to the respected Adviser
to the Caretaker Government for gracing this occasion as the Chief Guest.
We are also grateful to Mr Kazi Aminul Islam, Executive Chairman, Bangladesh
Investment Development Authority; Dr Mamun Rashid, Vice Chairman,
Financial Excellence Ltd, Dr M Fouzul Kabir Khan, Former Secretary, Ministry
of Power, Energy and Mineral Resources and Mr. Abdul Muktadir, Chairman
and Managing Director, Incepta Pharmaceuticals Ltd for gracing this occasion
as Resource Persons.
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Distinguished Guests, Ladies and Gentlemen
The National Defence College is dedicated to be the premier national centre
of excellence on defence, security, strategic and development studies - meeting
the challenges of the 21st century. Globalization, interdependence and rise of
Asian States underpinned by technological breakthroughs have forced a wider
paradigm of security for the emerging states. Rapid and sustained development
has become sine qua non for security of the developing countries. The college
has always promoted a holistic appreciation of national security challenges that
enables the course members to not only examine the individual components
of the challenges but also search for systemic relationship and solutions to
these problems. Past 17 years of track record attests to the practicability of the
learning regime that has made this premier institution a centre of excellence at
home and in the region. I express a very hearty welcome to our distinguished
guests for their presence and for their support for the National Defence
College. I thank you all, as your presence honours this Institution and the
participants of this seminar.

Distinguished Guests, Ladies and Gentlemen
Investment is a potent weapon of development of economy that can play
an important role in achieving the country’s socio-economic objectives
including poverty reduction goals. Investment is of crucial importance for the
development of productive capacity of an economy by building up physical
capital which in turn, creates employment opportunities. By increasing the
existence of capital in the economy, investment allows the companies to buy
new tools, buildings, computers, machines etc, to support enhanced production.
Investment is the most volatile component of GDP because spending makes
direct contribution to economic activity. Investment encourages increase in
the volume of productive capacity and overall growth in turn. For example,
investing in skills and education can increase labour productivity; investment in
new technology and capital can increase the productive capacity of the economy.
If other factors remain positive, investment increases aggregate demand and
therefore economic growth. As industrial development is an important prerequisite for economic growth of a developing country, Bangladesh needs to
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move more and more towards industrial economy from agrarian economy
for her economic development. But to accomplish that, Bangladesh needs to
make best use of her abundance of labour force by expanding her industrial
base; and achieving substantial growth in investment is the only way to do that.

Distinguished Guests, Ladies and Gentlemen
Vision 2041 is “Bangladesh is a self-reliant and developed country by 2041”.
As announced by our Hon’ble Prime Minister, the Government’s Vision
2021 to become a middle income country has been extended to Vision 2041,
which is an ambition of where this nation needs to be in 2041. Hon’ble
Prime Minister also said “In implementing the Vision-2041, Bangladesh will
be a peaceful, prosperous, happy and developed nation comparable with the
developed world”. The government of Bangladesh has given highest priority
to augmenting private investment in Bangladesh. The incentives offered are
considered as the most competitive in South Asia. There is no restriction on the
amount of share of investment. Foreign investors are eligible to take advantage
of a wide range of generous tax concessions and other fiscal incentives and
facilities. Investment in Bangladesh is secure vis-à-vis nationalisation and
expropriation.
Bangladesh is a land of opportunity. We have every potential to grow further.
Entrepreneurship development and investment promotion is the most
effective tool to make these potentials in reality. New investment brings
employment, technology, managerial knowledge to alleviate poverty. Therefore
it is the time for the Bangladeshi political leaders to seat together and come
to a consensus for the quicker growth of the nation. Building a supportive
institutional arrangement will be key to the establishment of a dynamic and
private sector oriented policy ecosystem in Bangladesh. Bangladesh has the
potential to mobilize huge amounts of resources from private and domestic
and foreign official sources in carrying out massive infrastructural investment
plan. Increasing institutional capacities for investment promotion and Foreign
Direct Investment attraction into Bangladesh could lead up toward this dream
in near future. We all have a stake to perform for building a prosperous
Bangladesh in near future.
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Distinguished Guests, Ladies and Gentlemen
There are several reasons why increased levels of investment can be viewed
as a precondition for accelerated growth and development for realization
of Vision 20141. First, a country cannot successfully pursue an exportoriented growth strategy without increasing investment. Exports are after all
the difference between production and domestic consumption. To increase
exports, therefore, requires that production increase must exceed domestic
consumption increase and that would require higher and higher levels of
investment.
Second, as a component of aggregate demand, investment is fundamentally
different from consumption. The former not only adds to aggregate demand
but also enhances production capacity, while the latter simply adds to
demand. The capacity creating effect of investment is formally embedded
in Harrod-Domar growth theory. An increase in aggregate demand through
the consumption route without additional investment would lead to inflation
rather than real growth. Third, due to technological progress, investment in
new machinery and equipment is thus a precondition for realisation of greater
productivity.

Distinguished Guests, Ladies and Gentlemen
The April 11, 2017 issue of the World Economic Forum carries an article on
Bangladesh titled “Bangladesh could be a new ‘Asian Tiger’. Here’s why”. It
is interesting that the author of the article, Jonathon Garber who is Markets
Editor, Business Insider, picked up Bangladesh as the next emerging tiger - a
country that was largely touted as tail-ender in the journey of development in
the Seventies.
The financial sector of Bangladesh is the second largest in the Southeast Asia.
With more than 90 million work force and another 1.4 million joining every
year owing to the demographic bulge, Bangladesh is poised to continue its
development. Although there was a decline of foreign investment during
the last decade, Foreign Direct Investment in Bangladesh is already gradually
increasing again due to the vast domestic market and cheap labour. Most
17

importantly, while several large domestic private entrepreneurs are more and
more gaining capacity to make large investments, small and medium scale
investments are rapidly driving the wheel of development at the grass root
level. The gradual decline of foreign aid over the last few decades has been
seen by economists as a good sign for self-reliance.

Distinguished Guests, Ladies and Gentlemen
The US Ambassador in Dhaka Dan W Mozena, in his speech in Feb 2014,
said his country’s former National Security Advisor turning the Secretary
of State Henry Kissinger’s remark “Bangladesh is a bottomless basket” was
totally wrong. Today, Bangladesh’s economic and social achievements are
widely acclaimed around the world. Bangladesh is no more a “Basket Case”
rather a “Show Case” which has become an example of growth, progress
and development for the emerging economies. The steady growth in export
business, hard-working labour force and committed entrepreneurs supported
by the pro-business, pro-investment policies have lead Bangladesh towards the
line of global business competency. However, the challenge is now to make
this sustainable and inclusive. Maintaining macroeconomic stability, increasing
efficiency in project implementation as well as national earnings and improving
governance are major issues that will have to be vigorously followed up in
coming days.

Distinguished Guests, Ladies and Gentlemen
Before I conclude, I would once again thank the respected former Adviser
to the Caretaker Government and Professor of Dhaka University, Dr A. H.
Wahiduddin Mahmud.
The College is highly honoured by his gracious presence in this memorable
event. Thank you very much. I would also like to thank the participants and
our esteemed guests, media personnel for their generous presence at this
momentous occasion.
Thank you Ladies and Gentlemen.
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Closing Address of the Chief
Guest
Dr. A H Wahiduddin Mahmud
Former Advisor to the Care Taker Government
and Professor of Dhaka University

Assalamu Alaikum and Good Morning
Let me first express my heartfelt thanks and gratitude to National Defence
College authority for inviting me as the Chief Guest. I am highly moved by the
warm hospitality and the enlightened interaction with many best of the minds
from home and abroad. I thank the Commandant, National Defence College
for allowing me to be a part of this august gathering. On this auspicious
occasion, I most respectfully reckon the farsightedness of our Honb’le Prime
Minister, who envisioned establishing this premier institution back in 1999.

Ladies and Gentlemen
On February 5, 2014, the Prime Minister, Sheikh Hasina, declared in the
national parliament that her government would revise its Vision 2021 as Vision
2041 by updating a number of targets so that by the year 2041 Bangladesh
can become a “prosperous and developed place after crossing the status of a
middle income country”. In the months following the declaration there have
been many discussions on how the ‘developed country’ status can be achieved,
which, given Bangladesh’s present position in global economy, seems a difficult,
if not an impossible, proposition. Optimists point to the robust economic
growth of the country in the last few years’ as an indication of its ability to
join the elite club of nations two and half decades from now. Moreover, this
fiscal year’s projection of Gross Domestic product –GDP-- growth is above
7%. Bangladesh is also making big strides in Human Development Index
(HDI) ratings and is maintaining steady growth in agriculture and industrial
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production. Its energy sector is showing a stable growth, as its communication
is developing at a fast pace.
The Government has been implementing a number of policy reforms designed
to promote a competitive climate for private investment and also creating a
diverse range of investment opportunities. The government is undertaking
many initiatives to attract investment. In January 2016, Prime Minister Sheikh
Hasina inaugurated a high level Investment and Policy Summit to address
concerns that foreign investors have about Bangladesh’s investment climate
and to announce multibillion dollar foreign investments in the energy sector.
In March 2016, the Ministry of Commerce launched a new Bangladesh
Trade Portal with the aim of providing an online centre to assist investors in
navigating the country’s trade and investment regulations. The economy is set
to run on a high speed lane with objectives set to achieve 7.4 percent growth
in FY 2017 and even higher in the coming years. With the reform initiatives
of the government and hard work of every citizen of the country, Bangladesh
will emerge as a developed country in a shortest possible time.

Dear Audience
Industrial promotion agencies of a country have a great role to play with. But
if any organisation is tagged with a set of predetermined approaches, they may
not be capable to face newly-emerging challenges and needs of the sectors. We
must remember that effectiveness of the output and usefulness of the result
of an organisation depends upon its approaches to designing, implementing
and delivering their services to the clients. Appropriate methodology selection
shall get highest priority before devising any strategy, undertaking interventions
and implementing the plans. Only than the vision 2041 will be realized.
Excessive bureaucracy could be minimized with clearly defined and delineated
responsibilities and authority to improve efficiency and transparency. Also,
redesigning organizational structures and outsourcing critical functions would
be needed. Improved competitiveness requires business friendly policies
with appropriate strategies and feedback mechanisms including dominance
of investment related organizations by professionals from the private sector.
Skill development to meet backward linkage requirement could be pursued by
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concentrating on vocational training to build a skilled workforce in the short
term and educating the younger population for the economy of the future.
Rate of infrastructural provision can be improved by giving priority to linkages
between the EPZs, Economic zones, air and sea ports as well as proposed
areas of raw material inputs based on a regional framework. Furthermore,
local business friendly policies would encourage PPP for infrastructural
development. These steps would improve the inflow of FDI into Bangladesh
and assist in meeting the objectives of Vision 2041 and national security.

Distinguished Guests
The prospect of investment in Bangladesh is further accentuated by its geoeconomic and geo-strategic importance in the recent regional as well as global
politico-economic equations. Bangladesh is important for the economies of
Northeast India, Nepal and Bhutan, as its seaports provide maritime access
for these landlocked regions and countries. China also views Bangladesh as
a potential gateway for its landlocked southwest, including Tibet, Sichuan
and Yunnan. Again, USA’s interest in the region comes into play due to how
role of Bangladesh affects China-India relations or vis-a-viz, and the strategic
significance of the Indian Ocean. On the other hand, increased maritime area
has reinvigorated the prospect of blue economy for Bangladesh. Healthy
reserve along with steadily increasing flow of remittance and FDI gives an
optimistic outlook for developing Bangladesh in coming years.
Bottlenecks in infrastructure, energy and transport are the major challenges.
The 7th Five Year Plan estimates about US$ 410 billion financing, twice the
size of GDP needed for developing the country’s infrastructure. Private sector
participation can help address part of the infrastructure gap, but the country
needs substantial public sector funding for investments in transport, river
management.
Bangladesh is a developing country. It is being developed gradually. For its
gradual development, the government has fixed some visions. Vision 2041 is
one of them. The Prime Minister of the present government, Sheikh Hasina
told the parliament that her government will soon turn the Vision 2021 into
Vision 2041 as a long-term perspective plan in the context of her party’s
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election manifesto titled: ‘Bangladesh marching ahead’. She also said that after
implementing the Vision-2041, Bangladesh will be a peaceful, prosperous,
happy and developed nation comparable with the developed world.
If the Vision-2041 is materialized, Bangladesh will become a developed
country like all other developed countries of the world. So, in order to
make the “Vision-2041” successful, we, all should come forward to help the
government.

Dear Audience
I would like to congratulate you all once again for completing the seminar so
successfully. I sincerely hope and pray for your well-being, peace and prosperity
in life and a very bright professional career. I congratulate the College for its
marvelous progress and accomplishments till date and wish the College yet
greater success and laurels in the days to come. I thank all the guests present
for honouring me by their gracious presence.

Long live Bangladesh
Thank you all.
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KEYNOTE PAPER: GROUP-A
INVESTMENT SCENARIO IN BANGLADESH
Introduction
At its birth, Bangladesh was the second poorest nation in the world. But
people of Bangladesh, with their courage and determination have strived and
succeeded to bring vibrancy in the economy. In just four and a half decades,
it has graduated to a lower-middle-income country, and is now among the 12
fastest-growing developing countries that have a population of over 20 million.
From an agrarian economy of the 1970s, the economy of Bangladesh is now
increasingly led by export-oriented industrialization with a continued average
economic growth of over 6 per cent during the last decade. Bangladesh is now
an emerging trade and investment destination in South Asia. Goldman Sachs
had termed Bangladesh’s economy as ‘the miracle of the East’ and branded
Bangladesh in its ‘Next 11’ list after the BRIC nations. A 2012 HSBC report
listed Bangladesh as one of the top 7 countries expected to deliver the fastest
growth en route to 2050. (Samad, 2015). Morgan Stanley announced that
Bangladesh is at the very early stages of an investment boom.
The government of Bangladesh has adopted a long-term perspective plan
to transform Bangladesh into a knowledge based middle-income economy
by 2021 and a peaceful, prosperous, happy and developed country by 2041.
(Star Online Report, 2016). In Bangladesh, a strong middle class is gradually
forming which by some estimates is close to 18 per cent of the population.
Due to the emerging middle class of about 30 million with an improved
income level, domestic demand is growing and becoming an important driver
of economic activity. The realization of Vision 2041 requires Bangladesh to
take the advantage of this growing domestic market and the positive outlook
of the world on her economy to accelerate the growth. Investment remains
a significant factor of growth in Bangladesh where the major impetus has
to come from both the public and private sector in the form of domestic
and foreign investment. In FY2016, investment as a share of GDP was 29.7
percent, which was lower than the target (30.1%) for the fiscal year. This was
indicative to the weakness in utilization capacity of the economy (Khatun,
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2017). Keeping in mind the need for a growing economy, the government has
targeted to increase investment to 31.9 percent of GDP in FY2017 (Kallol,
2017). On the other hand, although FDI rose by about 44% to a record 2.23bn
in last fiscal year, investments will have to be boosted up if Bangladesh has to
meet the targets of 2021 and 2041 (Ovi, 2016). This will require Bangladesh
to examine the present economic environment to encourage investment by
taking necessary corrective measures as that is the most crucial component for
economic growth.

Scope
This paper will endeavour to analyse the investment scenario of Bangladesh
and highlight why investment is important for the economy of Bangladesh.
The paper will discuss investment situation in Bangladesh starting from preindependence period through different phases upto present day. It will then
focus on the different policies of the government and analyse the strength and
weaknesses of the Bangladesh as an investment destination. Finally the paper
will suggest few pragmatic recommendations. However, due to the limitation
of the assignment, few areas like investment by local entrepreneurs and foreign
investors will not be discussed in details. Some conceptual discourse related to
investment in Bangladesh is placed at Annex A.

Importance of Investment for Development of Bangladesh
Investment is a potent weapon of development of economy that can play
an important role in achieving the country’s socio-economic objectives
including poverty reduction goals. Investment is of crucial importance for the
development of productive capacity of an economy by building up physical
capital which in turn, creates employment opportunities. By increasing the
existence of capital in the economy, investment allows the companies to buy
new tools, buildings, computers, machines etc, to support enhanced production.
Investment is the most volatile component of GDP because spending makes
direct contribution to economic activity. Investment encourages increase in
the volume of productive capacity and overall growth in turn. For example,
investing in skills and education can increase labour productivity; investment in
new technology and capital can increase the productive capacity of the economy.
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If other factors remains positive, investment increases aggregate demand and
therefore economic growth. As industrial development is an important prerequisite for economic growth of a developing country, Bangladesh needs to
move more and more towards industrial economy from agrarian economy
for her economic development. But to accomplish that, Bangladesh needs to
make best use of her abundance of labour force by expanding her industrial
base; and achieving substantial growth in investment is the only way to do that.
On the other hand, investment can increase productivity of our non-skilled
manpower by training them; or, increase productive capacity of the economy
through transfer of technology and managerial know-how, and help integrate
the domestic economy with the global economy. As such, investment may be
considered as one of the vital ingredients for overall development process of
a developing country like Bangladesh.

Overview of Investment Trend in Bangladesh
Pre-Independence Background of Investment
At the time of partition of Pakistan from the India, East Bengal (East Pakistan)
had no large industry. Its economy was completely agrarian with very few
mineral resources in this region. Bangladesh’s heavy dependence on agriculture
has long contributed to seasonal unemployment among rural farmworkers;
to counteract this imbalance, a policy of industrialization was adopted in the
mid-20th century. During the period of Pakistani administration (1947–71),
priority was given to industries based on indigenous raw materials such as jute,
cotton, hides, and skins. The principle of free enterprise in the private sector
was accepted, subject to certain conditions. The industrial policy also aimed
to develop the production of consumer goods as quickly as possible in order
to avoid dependence on imports. The Pakistani administration established
new types of autonomous corporations to deal with industrial development,
electricity, water and sewerage management, the development of forest
industries, and road transportation. The East Pakistan Industrial Development
Corporation (EPIDC) was created and helped to establish some industrial
units in East Pakistan. However, there were very few Bengalis who came up to
establish industrial unit at that time.
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Although East Pakistan had a larger population, West Pakistan dominated
the divided country politically and received more money from the common
budget. An unequal rate of growth between the two wings of the country
seemed to have been an important feature of economic development since
the Partition. For example, only one-fifth of large-scale manufacturing was
located in East Pakistan after ten years. Based on what East Pakistan considers
as political, economic and social discrimination, the political climate worsen
between the two provinces (East and West Pakistan) leading to a violent armed
conflict which has resulted to the independence of the East Pakistan on 26th
March1971, becoming Bangladesh. A table showing unequal spending on
(former) East and West Pakistan has been placed at Annex B.

Development of Investment Profile after Independence
After independence, Bangabandhu Sheikh Mujibur Rahman’s Government
had started their journey on the ruins and destructions of the Liberation
War; huge infrastructures (roads, buildings, bridges) and houses had been
demolished. The new Bangladesh government focused on relief, rehabilitation,
and reconstruction of the economy and society; the new state trying to stand
on its feet. But it was a mammoth task with very meagre international support.
Acceptance by the international community of the independence of the
former East Pakistan (Bangladesh) was not until 1974 that Bangladesh was
admitted to the United Nations. (Anon., 2017) The West Pakistani business
entrepreneurs went back to their native land leaving the business establishments
behind in Bangladesh. Hasty change, coupled with the inexperience of those
placed in charge of the corporations, produced widespread disruptions, and
industrial production nearly came to a halt. The new country confronted many
problems such as the inefficiency of the public sector, corruption, red tape
including the restoration of the international trade networks; the rehabilitation
of the power supply; the revitalization of education, health, and population
programs; and the resumption of agricultural and industrial production while
qualified national human resources to implement the restoration programs are
severely lacking. As part of the desperate drive to come out of this situation,
the government launched a five-year development plan in 1973 (the first of
a series of such plans that have guided the country’s economy into the 21st
century). (Anon., 2016)
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Despite some improvement in the economic situation during the first half
of 1975, the economic troubles persisted. Ingredients to contribute to the
economic failure of the country were there as corruption and nepotism reached
new depths coupled with a large-scale nationalization that was lacking qualified
human resources. However, the government of Bangladesh gradually started
reforming the economy by establishing economic cooperation with countries
such is the creation of the organization of the South Asian Association for
Regional Co-operation in 1985. Steps were taken to empower the bureaucracy
and improve law and order while emphasizing food production, irrigation,
primary education and rural development. The policy of nationalization
was gradually revised. The government also returned many state-owned
enterprises to the private sector. Subsequently, the Privatization Board was
formed in 1993, which was reconstituted as Privatization Commission in 2000.
To boost the trading and service sector business, the government established
specialized banks and financial institutions like Bangladesh Shilpa Rin Bank
(BSB), Bangladesh Shilpa Rin Sangstha (BSRS), and Investment Corporation
of Bangladesh (ICB). These banks and financial institutions operated with
assistance from IDA of the World Bank, the Exim Bank of South Korea
and IDB. (Rahman., 2017). This initiative has proven to facilitate significant
investment and progress for Bangladeshi entrepreneurs.

Major Shifts in Investment Patterns
Investment in Bangladesh has been taking a steep rise, with sustained growth
from 2009 and policy regimes becoming more conducive. Since the beginning
of the 1990s, Bangladesh has adopted a number of policies to facilitate the
expansion of the private sector and increase the inflow of foreign investment.
The root causes of investment progress in Bangladesh are articulated around
a number of strategic decisions among which the following:
•

The Revision of the Nationalization Policy in 1979 that announced a new
program for more productivity and efficiency coupled with the return of
many state-owned enterprises to private sector.

•

The Creation of Specialized Banks and Financial Institutions like
Bangladesh Shilpa Rin Bank (BSB), Bangladesh Shilpa Rin Sangstha
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(BSRS), and Investment Corporation of Bangladesh (ICB) for promoting
and funding industrial enterprises as special government initiatives for
industrialization of the country;
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•

Membership to International and World Investment Bodies like the
Multilateral Investment Guarantee Agency (MIGA) of the World Bank
Group, Overseas Private Investment Corporation (OPIC) of the US, and
International Centre for Settlement of Investment Disputes (ICSID),
as well as a member of World Association of Investment Promotion
Agencies (WAIPA), World Intellectual Property Organization (WIPO) and
World Trade Organization (WTO).

•

Reform of Banking sector allowing emergence of private banks in 1983
supporting transformation of Bangladeshi business;

•

Establishment of BEPZA to manage and monitor the EPZs with the
view to promote the foreign and local investment among other objectives.
RMG business grew at the same time within and outside EPZs targeting
the World Market (1984).

•

The Establishment of the Privatization Board (1993) which became later
the Privatization Commission (2000) and that effected the privatization of
several state-owned enterprises.

•

Establishment of Bangladesh Investment Development Authority (BIDA),
(2016) as the principal private investment promotion and facilitation
agency of Bangladesh is one significant step forward in attracting the
foreign investment.

•

Bonded warehouse licensing simplification where the Customs Bond
Commissionerate (an agency under the purview of National Board of
Revenue) implemented the simplified bonded warehouse licensing process,
with support from BICF.

•

Emphasising on Public private partnership (PPP) and making it a key
element of the 6th Five Year Plan to deliver infrastructure investments
required to achieve middle-income status by 2021.

•

Automation of different registration processes such as investor registration
processes at BOI, export permit issuance at DEPZ, Company Registration
with Registrar of Joint Stock Companies and Firms etc.

All these steps had significant impact on investment inflow and the type of
investment in Bangladesh.

Appraisal of Current Trends of Investment
The National Environment
Bangladesh is endowed with limited mineral resources, if considered in the
context of her large population. Bangladesh had in essence two endowmentsland and labour. Capitalizing these two endowments Bangladesh has come
a long way. Although the transition process from an agrarian economy to a
manufacturing and service based economy has already begun, the marketoriented economic policy must be promoted. Policies of liberalisation,
deregulation and reforms have been combined together to bring about changes
in almost all sectors of the economy in tune with globalisation challenges.
Bangladesh is a rapidly growing economy in South Asia with a market of 167
million populations and offering 56.7 million workable populations with most
competitive salaries and wages. Growth of Bangladesh economy maintained
a steady rise in last 7-8 years with her labour intensive industrial base. A
comparison of growth with other economies is given below:
Economy Growth Rate (%)
2015
2016
Bangladesh
6.2
6.0
Developing Asian Economies
6.6
6.9
Emerging Economies and Developing Economies
4.9
4.7
Developed Economies
1.4
1.3
World
3.1
3.0
Source: IMF World Economic Outlook, Asian Development Outlook 2016
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Private Investment Trends
From the statistics of last ten years it is quite clear that, private sector is leading
the trend of investment in Bangladesh. Investment in Bangladesh is rising
very slowly. Therefore it failed to achieve projected growth rate to meet the
expectation of vision 2021. It was supposed to achieve 8% GDP growth from
2013 but in 2015 it was observed that GDP growth rate is still below. To
bridge this gap of growth, we have no alternative but to increase investment
in Bangladesh.
Local Investment (Billion Taka)
Fiscal Year

200506

200607

200708

200809

200910

201011

201112

201213

201314

201415

Total Investment

1261.0

1439.3

1647.3

1847.7

2093.3

2511.3

2982.3

3403.7

3839.9

4384.4

Public Investment

268.3

280.2

282.8

304.4

372.8

481.5

608

796.2

879.9

1044.2

Private Investment

992.7

1159.2

1364.5

1543.3

1720.5

2029.8

2374.2

2607.5

2960

3340.2

Source: Bangladesh Economic Review

Small and cottage industries are considered to be the potential sectors for
encouragement and expansion of businesses and new employment generation.
For the expansion and development of SME sector, Bangladesh Bank has been
continuing its refinancing facilities. In this regard continuation of refinancing
facilities from Bangladesh Bank Fund, JICA fund, and Women Entrepreneur
Fund are still going on. During the FY 2015-2016 amount of Tk. 13,102.07
crores as SME credit has been disbursed.

Present Situation of FDI
Bangladesh offers important investment opportunities which is reflected in
the inflows of foreign direct investment which increased from virtually zero
in the 1980s to over $300 million in the late 1990s. As per World Investment
Report 2016, Bangladesh witnessed the highest FDI of $2.23 billion, which
is 44.10% or $684 million higher compared to $1.55 billion of 2014. (Ovi,
2016). Bangladesh has adopted a liberal approach to foreign investment with
schemes such as no restrictions on equity participation, repatriation of profits
or income and no prior approval requirements.
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Investment in EPZs
As on Dec, 2016 the total actual amount of investment in BEPZA stands
at US$ 4176.64 million. In FY 2015-16 the actual investment stands at
US$3,594.42 million The industries in the EPZs exported goods worth
US$52817.47 million in FY 2015-16. In FY 2015-16 employment opportunity
for 461,513 Bangladeshi nationals has been created, of which 64 percent is
female. Bangladesh has also opened up its market for foreign investment up to
100% foreign ownership.
EPZ Statistics (As of Dec, 2016)
Industry
InvestUnder
In
ment
Name of EPZs
ImpleOperation
(Million $)
mentation
Chittagong EPZ
168
14
1511.91
Dhaka EPZ
104
9
1257.20
Adamjee EPZ
45
18
397.82
Comilla EPZ
38
29
265.46
Karnaphuli EPZ
44
17
463.67
Ishwardi EPZ
14
10
104.94
Mongla EPZ
19
15
45.02
Uttara EPZ
13
9
130.62
Total
445
121
4176.64
Source: BEPZA

Export
(Million
$)

Employment

24222.81
20484.03
2251.19
1681.61
2928.50
454.76
454.76
355.50
52817.47

194650
91349
51114
25774
66731
8035
1809
22051
461513

Investment Policy Initiatives of the Government and Their Impacts
Investment in Bangladesh has been taking a steep rise, with sustained
growth from 2009 and policy regimes becoming more conducive. Since
time immemorial, Bangladesh has harboured the spirit of free enterprise
and innovative entrepreneurship, which is well-knit into the economic fabric
of Bangladesh. The Government pledges to take initiatives to accelerate
the environment-friendly sustainable industrial growth in the country. The
important and underlying objectives of the Industrial Policy include sustainable
and inclusive industrial growth through generation of productive employment
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to create new entrepreneurs, mainstreaming women in the industrialisation
process and international market linkage creation.
The key determinants of National Industrial Policy are Infrastructural
transformation, diversification of the economic base, accelerated economic
growth, employment generation, increase of income and development of
livelihood of the people. The important and underlying objective of the policy
is to reach to upper mid income country group by 2021. Proper strategies
have been set out in the industrial policy to implement this objective. Proper
strategies have been set out in the industrial policy to implement this objective.
Combined efforts are being put in to implement the policy and a time bound
Action Plan has been framed in consultation with concerned ministries and
other stakeholders to maintain desired growth. ‘The Seventh Five Year Plan
(SFYP): 2016-2021’ and ‘Outline Perspective Plan of Bangladesh (2010-2021):
Making Vision 2021 A Reality’ pledge as basic document for the National
industrial Policy to build a potential industrial sector with the aim of reducing
unemployment, hunger and poverty. Indications of these documents have been
followed to undertake short, medium and long term programmes to accelerate
sustainable and inclusive economic growth of the country. In addition to the
regular import and export policy guidelines, important new legislation has
been passed in trade related areas including: standards and accreditation, SPS,
government procurement, intellectual property rights, economic zones, money
laundering, insurance, tourism, telecommunications and competition.
For facilitating economic growth and social development, Government carried
out some reforms of the legal and regulatory framework in certain areas. The
Industrial Policy Act of 2016 was approved by the Cabinet Committee on
Industrial Purchase on February 24, 2016 and replaces the Industrial Policy
of 2010. The Industrial Policy Act of 2016 offers incentives for “green”,
“high tech” or “transformative” industries. Foreign investors who invest $1
million or transfer $2 million to a recognized financial institution can apply
for Bangladeshi citizenship. The Government of Bangladesh provides financial
and policy support for high priority industries and creative industries. Specific
importance is given to agriculture and food processing, RMG, ICT and software,
pharmaceuticals, leather and leather products, and jute and jute goods.
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Outcome/Impact of Policy Initiative by Govt of Bangladesh
at a Glance
Economy of Bangladesh is growing fast, along with the growth of investment
and business. Initiative taken by the Government in formulating pro-investment
policy has been the driver of this growth. Few indicators given bellow could
substantiate the claim.
•
•
•

GDP/PPP (2015): $205.3 billion; per capita $1,465 (2015)
Real growth rate: 7.11% (2016)
Inflation: 5.60% (As of April 2016)

•

Industries: Textiles, Jute, Garments, Tea Processing, Paper Newsprint,
Shipbuilding Cement, Chemical Fertilizer, Leather, Cotton, Steel, Light
Engineering and Sugar.

•

Exports: $30.18 billion (2013-2014.): Bangladesh exports mainly Ready
Made Garments including knit wear (75% of exports revenue). Others
include: Shrimps, Jute Goods (including Carpet), Leather Goods and Tea.

•

Imports: $36.99 billion (2013-2014): Bangladesh imports mostly Petroleum
Product and Oil, Machinery and Parts, Soybean and Palm Oil, Raw Cotton,
Iron, Steel and Wheat. Imports in Bangladesh increased to BDT 283.29 Billion
($3.57 billion) in October 2016 from BDT 249.22 Billion ($3.146 billion) in
September of that year. Imports in Bangladesh averaged BDT 63.97 Billion
($807.70 million) from 1976 until 2016, reaching an all-time high of BDT
287.67 Billion ($3.63 billion in December of 2015 and a record low of BDT
0.57 Billion ($7.19 million) in November 1976. (Associates, 2016)

Identification of Prospective Sectors for Investment
To accelerate growth, Bangladesh needs to promote more specialised and
technology driven industrialisation which will ensure more value addition to
the goods. Although Bangladesh had a modest beginning, the Government
of Bangladesh is seeking FDI for both domestic and export market oriented
industries to include natural gas exploration, textiles, electronics and
light engineering, information technology, ceramics, pharmaceuticals and
infrastructure. A comprehensive list and details is given at Annex C.
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Pro-investment Initiatives of the Government
Legal Framework: Reforms of the legal and regulatory framework have
been undertaken in certain areas for facilitating economic growth and social
development. The Labour Act 2006 The Labour Act 2006 as amended in 2013
consolidated and amended previous laws relating to employment of workers,
relationship between workers and employers, determination of minimum
wages, payment of wages, compensation for injuries arising out of and in
the course of employment, formation of trade unions, raising and resolving
industrial dispute, health, safety, welfare and environment of employment
of workers and apprentice and related issues. The Government recognizes
the importance of intellectual property rights (IPRs) for attracting foreign
investment and is currently in the process of updating legislation in order to
ensure better enforcement of such rights.
Protection on Investment: According to Industrial Policy 2016, Bangladesh
welcomes foreign private investment in all areas of the economy and there is
no restriction on the amount of share of the investment. The Foreign Private
Investment (Promotion and Protection) Act of 1980 guarantees protection
against expropriation. If a foreign investor becomes subject to a legal measure
that has the effect of expropriation, adequate compensation will be paid and
it will be freely repatriable. As noted earlier, Bangladesh is also a signatory in
good standing of the Multilateral Guarantee Agency which insures investors
against political risk. There has been no instance of expropriation of foreign
property since the Foreign Investment Act was passed in 1980.
International Obligations: To facilitate investment Bangladesh became a
signatory to the Multilateral Investment Guarantee Agency (MIGA) of the
World Bank Group, Overseas Private Investment Corporation (OPIC) of the
US, and International Centre for Settlement of Investment Disputes (ICSID),
as well as a member of World Association of Investment Promotion Agencies
(WAIPA), World Intellectual Property Organisation (WIPO) and World Trade
Organisation (WTO).
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Strengths and Weaknesses of Investment Environment
Bangladesh with her huge labour force and investment friendly environment,
her strengths are as follows:
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Industrious Workforce Competitive Wage: Bangladesh has continued
to be an attractive destination for foreign companies to do business due
to its lower production cost and labour wage compared to other countries
in Asia and Oceania. Bangladesh offers a highly adaptive and industrious
workforce with the competitive wages and salaries in this region.
Furthermore, the shift in manufacturing in China as it moves out from low
cost production to more value addition oriented production has created a
gap that many emerging economies are scrambling to fill. Bangladesh is
one of the better equipped countries with the capacity, access and costbase to assume a leading role in this shift.

%DQJODGHVK
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Source : Bangladesh an Attractive Destination for Business, The Daily
Star, 24 Feb 2016
•

Strategic Location, Regional Connectivity and Worldwide Access:
Bangladesh is strategically located next to India, China and ASEAN
countries. The economic corridors in the South and South East Asian
region such as BCIM, BIBM are taking tangible shape and becoming a
hub of opportunity for Bangladesh. Bangladesh is gradually integrating
into the global value chain.

•

Strong Local Market and Growth: In addition to the country’s global
presence in terms of export potential, the domestic market of the population
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of 160million with its rising per capita and brand consciousness, is also
drawing foreign investors to view Bangladesh as an attractive investment
location.
•

Proven Export Competitiveness: Bangladesh enjoys tariff-free access to
the European Union, Canada and Japan in RMG sector. In EU, Bangladesh
enjoys 60% of RMG market share and is the top manufacturing exporter
amongst 50 LDC countries.

•

Competitive Incentives: Bangladesh offers the most liberal FDI regime
in South Asia, allowing 100% foreign equity ownership with unrestricted
exit policy, almost all the sectors are open for foreign investment without
any quantitative restriction, remittance of royalty and repatriation of equity
and dividend. Incentives offered in general and in EPZ is given at Annex D.

•

Macroeconomic Stability: The country is enjoying macroeconomic
stability for a good time period. The foreign exchange rate and exports are
stable; the inflation is well within the tolerable range in terms of the food
and non-food segment. The country rating in terms of risk perception is
also stable.. In 2015-16 fiscal year the Debt: GDP ratio stands at 11.77%
where the global threshold is 40%.

Investment Facilitators
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•

Bangladesh Export Processing Zone Authority: Bangladesh offers
export oriented industrial enclaves with infrastructural facilities and
logistical support for investors both local and foreign investors. As of now
there are 8 export processing zones operating in Bangladesh in various
parts of the country. The primary objective of an EPZ is to provide special
areas where potential investors would find a congenial investment climate
free from cumbersome procedures. As on June, 2015, 566 enterprises have
registered and 445 industries are in operation in the EPZs under BEPZA.
An overview is placed at Annex E.

•

Bangladesh Economic Zone Authority: Bangladesh’s goal is to
establish 100 Economic Zones (EZ) in the country to create structured

and balanced investment to ensure that arable lands and habitats are least
affected. The broad vision for creating these zones also include creation
of 10 million employment opportunities and foster industrialization by
increasing additional export of USD 40 billion.
•

Bangladesh Investment Development Authority: To promote
sustainable and inclusive investment development in Bangladesh a
new agency was created named ‘Bangladesh Investment Development
Authority (BIDA)’ from the merger of the Board of Investment, the
apex investment promotion agency and the Privatization Commission
responsible for divestment of state-owned enterprises.

Acclamation on Bangladesh: Now the global agencies are attesting the
accolades of astounding development of Bangladesh. According to the World
Bank the economy of this country is a paradox. Goldman Sachs branded
as Bangladesh is in ‘Next 11’ list after the BRIC nations. The International
Monetary Fund (IMF) commented on the economy of Bangladesh has
resilient export and remittance flows which have bolstered growth and external
stability. The Wall Street Journal (WSJ) dismissed the previous branding of
Bangladesh saying, ‘Basket Case’ no more - with a higher growth rate, a lower
birth rate, and a more internationally competitive economy. JPMorgan Chase
commented Bangladesh the country ranks fourth in growth in economically
active population. New York Times has termed Bangladesh as “an unlikely
corner of Asia, strong promise of growth. HSBC report (2012), titled ‘The
World in 2050’, listed Bangladesh as one of the top 7 countries expected to
deliver the fastest growth en route to 2050. The World Bank has on July 1,
2015, categorized Bangladesh as a Low Middle Income Country (LMIC), up
from Low Income Country (LIC). PWC (Price Waterhouse Coopers) has
predicted that Bangladesh will become the 23rd largest economy in terms of
GDP by 2050.
With her tech-starving backbone, Bangladesh’s economy has few weaknesses
regarding investment, those are as follows:
•

Lack of Good Governance: Lack of good governance stand in the way
of promotion of investment in Bangladesh, as good governance is a pre-

39

requisite for local and foreign investors (Md Mohiuddin, 1994). It has been
observed that rules and regulations are often being changed to give benefits
to a particular investor or a group. This type of decisions causes uncertainty
and shakes the confidence of investors. Investment climate and fruitful
operation of any project are often hampered by the strike and hartal in
the country. It makes the investors dissatisfied and also destroy the image
of the country. As Mr. Akbar Ali Khan, at a discussion April 23, 2017
told “the country will not be able to attain accelerated economic growth
in the coming years without ensuring good governance, because, he said, a
country can attain growth without governance if it remains at the bottom
of development. But when it reaches the middle stage, attaining growth
becomes difficult without governance. (Anon., 2017). Because of this
weakness in our system, Bangladesh is unable to prove her competitiveness
as an investment destination. A comparison about Ease of Doing Business
among 190 countries has been placed at Annex F.
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•

Bureaucracy: Bureaucratic activities of some government agencies create
problems in the incrementation of the project. The procedure followed
in customs, tariff, port etc. is too cumbersome and time consuming both
for local and foreign investors. Corruption in bureaucratic chain often
overshadows all the positive factors of good investment environment in
the mind of potential investors. In consequence, these adversely affect the
attractiveness of country as potential investment destination.

•

Weak Physical Infrastructure: Inadequacy of infrastructure like road and
railway communication, train network, modern management technique and
above all, insufficient port and shipping facilities hamper both domestic
and foreign investment.

•

Lagging in Entrepreneurship and Skill Development: Shortage of
entrepreneurial managers and professionals in business management
hampers growth of investment in Bangladesh. Adequate Qualified and
skilled workers which is a prime requirement for running joint ventures
projects with foreign investors are also scarce. This in turn causing huge
remittance outflow having impact on our economic growth.

•

Poor Capital Market: Capital market has a very significant role in private
sector development and economic prosperity of a country. But due to
market manipulation, absence of transparency in accounts and reports and
lack of supply of reliable securities, the capital market failed to attract local
as well as foreign investment.

•

Lack of Adequate Information: Dissemination of positive facts related
to investment opportunities and other social indicators is very important
to create and maintain a positive image of Bangladesh to the outside
world for investment. Many of the policy developments and emerging
investment opportunities are still unknown or partially/ incompletely
known to the investors that needs to be publicized and showcased widely.
Due to non/partial availability of information about macro-economic
situation, industry policies, lists and descriptions of potential joint venture
partners, privatization programs, laws and regulations governing FDI,
administrative structures and procedures relevant to FDI, investors are
sometime hesitant to come to Bangladesh.

•

Gas and Electricity Supply: The supply of gas and electricity remain vital
for investment. The latest information suggests that about 2000 factories
are waiting to get the electricity connection. The energy ministry cannot
give the definite time for gas and electricity connection. The cost of credit
is rising due to delay in making the factories operational. Consequently,
the banks are facing problem of bad loans as the investors cannot start
business due to non-availability of electricity.

•

Lack of Diversified Exports: Bangladesh economy could sustain the
global economic crisis without any major problem. However, the country
remains vulnerable because its exports are not diversified and it depends
heavily on migrant workers’ remittances.

•

Vulnerability to Climate Change: Although Bangladesh has made
impressive economic and social progress in the past decade, her economy
remains vulnerable to climate change and natural calamities such as cyclones
and floods, causing substantial economic losses, reduced economic growth
and halting progress in poverty reduction.
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Conclusion
The US Ambassador in Dhaka Dan W Mozena, in his speech in Feb 2014,
said his country’s former National Security Advisor turning the Secretary
of State Henry Kissinger’s remark “Bangladesh is a bottomless basket” was
totally wrong. Today, Bangladesh’s economic and social achievements are
widely acclaimed around the world. Bangladesh is no more a “Basket Case”
rather a “Show Case” which has become an example of growth, progress
and development for the emerging economies. The steady growth in export
business, hard-working labour force and committed entrepreneurs supported
by the pro-business, pro-investment policies have lead Bangladesh towards the
line of global business competency. However, the challenge is now to make
this sustainable and inclusive. Maintaining macroeconomic stability, increasing
efficiency in project implementation as well as national earnings and improving
governance are major issues that will have to be vigorously followed up in
coming days.
Although the average GDP contribution of overall investment remained
about 28-29% but private investment has been stagnant for past few years.
The turnaround of this static state of private investment trend will be a key
challenge for realizing not only the growth target of the yearly budget but also
that of the 7th Five year Plan (FYP). Insufficient planning and investment
against rapidly increased demand for energy, transport and urbanisation
created by strong economic performance in the last two decades have resulted
in increasingly severe infrastructure bottlenecks. It has now become imperative
for the policymakers to address infrastructure bottlenecks, improve business
and investment climate, build on successes in human development, and raise
productivity by becoming better integrated with global value chains.
The Government has been implementing a number of policy reforms
designed to promote a competitive climate for private investment and also
creating a diverse range of investment opportunities. Eighteen reforms have
been made for the purpose of business regulation simplification; in the area
of legal/policy amendments and new laws 12 reforms have been made and
four efforts have been made in private-public joint efforts. The government
is undertaking many initiatives to attract investment. In January 2016, Prime
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Minister Sheikh Hasina inaugurated a high level Investment and Policy Summit
to address concerns that foreign investors have about Bangladesh’s investment
climate and to announce multibillion dollar foreign investments in the energy
sector. In March 2016, the Ministry of Commerce launched a new Bangladesh
Trade Portal with the aim of providing an online centre to assist investors in
navigating the country’s trade and investment regulations. The economy is set
to run on a high speed lane with objectives set to achieve 7.4 percent growth
in FY 2017 and even higher in the coming years. With the reform initiatives
of the government and hard work of every citizen of the country, Bangladesh
will emerge as a developed country in a shortest possible time.

Recommendations
To realize vision-2041 through a sustainable development of Bangladesh,
investment is a challenging issue. In order to improve the present investment
scenario following steps are recommended:
•

A one stop service center to be established facilitating the investors fulfilling
their all business related requirements. Making Bangladesh Investment
Development Authority (BIDA) functional and effective with adequate
resources may serve this purpose.

•

Ensuring corruption free good governance should become topmost
priority for earning confidence from the investors.

•

Priority to be given for the development of infrastructure capable of
supporting large investments.

•

Necessary reform in the educational policy focusing on job oriented
curricula to be made to ensure supply of demand driven skilled manpower
with sector specific technical knowledge.

Annexures:
A. Conceptual discourse
B.

Unequal spending on (former) East and West Pakistan

C. Identification of prospective sectors for investment
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D. Incentives for investment in Bangladesh
E. Statistics of industries in different EPZs
F.

Doing business rankings: comparison among 190 countries

Bibliography
1. Mumtaz Hussain Shah, Trade Liberalisation and FDI Inflows in Emerging
Economies, Business & Economic Review: Vol. 8, Issue 1: 2016 pp. 35-52
2. U.S. Department of State, 2016 Investment Climate Statements,
Bangladesh. (http://www.state.gov/e/eb/rls/othr/ics/2016/index.htm)
3. World Bank. 2017. Doing Business 2017: Equal Opportunity for All.
Economic Profile Bangladesh, Washington, DC: World Bank.
4. Bangladesh Foreign Direct Investment 2002-2017. http://www.
tradingeconomics.com/bangladesh/foreigndirectinvestment
5. Bangladesh: Economy. Available online: http://www.adb.org/countries/
bangladesh/economy (accessed on 12 April 2017).
6. Becoming a developed country by 2041. The Daily Star report by Biru
Paksha Paul on 30 April 2017. ra
7. http://www.thedailystar.net/opinion/opensky0
country20411398349

becomingdeveloped-

8. Controlling remittance outflow to India. The Daily Star report by
Tayeb Husain on 08 March 2017. http://www.thedailystar.net/
controllingremittanceoutflowtoindia58831
9. Article by Mohammed Ershad Hussain and Mahfuzul Haque: Foreign
Direct Investment, Trade, and Economic Growth: An Empirical Analysis
of Bangladesh. Published 15 April 2016.
10. Joynal Abdin; Investment Climate in Bangladesh: Performance and
Possibilities. Published in International Journal of Economics &
Management Sciences 2015.
11. Lawson S, Heacock D, Stupnytska A (2007) Beyond the BRICS: A Look at
the Next 11. Goldman Sachs investment bank.

44

12. Making Vision 2021 a Reality (2012): Perspective Plan of Bangladesh 20102021, General Economics Division, Planning Commission, Government
of the People’s Republic of Bangladesh.
13. Investment Climate and Foreign Direct Investment: Comparing Bangladesh
with Selected Countries in Asia by Sonjoy Chkaraborty.
14. Ministry of Finance, Bangladesh report on Industry 2016.
15. The least developed countries Report 2016; United Nations Conference
On Trade And Development (UNCTAD).
16. WTO Trade Policy Review: Bangladesh.
17. Investment Policy Review: Bangladesh by United Nations Conference On
Trade And Development (UNCTAD).
18. Bangladesh’s Development: Some Issues and Perspective – Qazi
Kaliquzzaman Ahmed and Shafi Ahmed. Palok Publishers June 2016.
19. Privatisation in Bangladesh- Rehman Sobhan, The University Press
Limited 2005.
20. Bangladesh: Yesterday, Today, Tomorrow – Mohammad Alauddin - Sahitya
Prakash – May 2016.
21. Transforming Bangladesh into a Middle Income Economy – Sadiq Ahmed
– Macmillan 2005.
22. 40 Years of Bangladesh: Ways Forward – The Daily Star, 20th Anniversary
Publication.
23. An Uncertain Glory: India and its contradictions – Jean Dreze & Amartya
Sen – Penguin Books 2013.
24. From two Economics to two Nations: My Journey to Bangladesh – Rehman
Sobhan - The Daily Star, 20th Anniversary Publication.
25. Bangladesh: Reflections on the Water – James J Novak – Indiana University
Press 1993.
26. Anon., 2016. plancomm.gov.bd. [Online] Available at: http://www.
plancomm.gov.bd/the-first-five-year-plan-1973-78/ [Accessed 19 May
2017].
45

27. Anon., 2017. thedailystar.net. [Online] Available at: http://www.thedailystar.
net/frontpage/growth-minus-good-governance-hollow-1395487
[Accessed 30 May 2017].
28. Anon., 2017. un-bd.org. [Online] Available at: http://www.un-bd.org/
Timeline/Timeline.html [Accessed 28 May 2017].
29. Associates, A. &. A. L., 2016. Guide to Doing Business in Bangladsh, s.l.:
LexMundi.
30. Kallol, A. S., 2017. Dhaka Tribune. [Online] Available at: http://www.
dhakatribune.com/business/2017/06/02/muhith-investment-31-9-gdpnext-fiscal-year/ [Accessed 02 June 2017].
31. Khatun, F., 2017. The Daily Star. [Online] Available at: http://
www.thedailystar.net/opinion/macro-mir ror/moving-forwardbeyond-2017-1338796 [Accessed 20 April 2017].
32. Ovi, I. H., 2016. Dhaka Tribune. [Online] Available at: http://archive.
dhakatribune.com/business/2016/jun/23/fdi-bangladesh-crosses-2bnmark [Accessed 20 April 2017].
33. Ovi, I. H., 2016. Dhaka Tribune. [Online] Available at: http://archive.
dhakatribune.com/business/2016/jun/23/fdi-bangladesh-crosses-2bnmark [Accessed 29 May 2017].
34. Portal, S. F. W., n.d. Small and Medium Enterprise Foundation. [Online]
Available at: http://www.smef.org.bd/v2/index.php/definition-of-smesas-of-industrial-policy-2010 [Accessed 16 May 2017].
35. Rahman., W., 2017. Tracing the transformational path of business in
Bangladesh. [Online] Available at: http://www.dhakacourier.com.bd/
tracing-the-transformational-path-of-business-in-bangladesh/ [Accessed
29 May 2017].
36. Samad, D. S. A., 2015. Investment scenario. 24th Anniversary of The Daily
Star (Part-2), 11 March 2017.
37. Star Online Report, 2016. http://www.thedailystar.net/country/pmaddress-nation-evening-200782. [Online] [Accessed 19 May 2017].

46

ANNEX A
CONCEPTUAL DISCOURSE
For easy reference during discussion about the investment scenario in
Bangladesh, few fundamental terms/concepts are discussed below.

Investment
Dictionary meaning of Investment is the act of putting money, effort, time, etc.
into something to make a profit or get an advantage, or the money, effort, time,
etc. used to do this. (http://dictionary.cambridge.org/dictionary/english/
investment). In economics, investment means creation of capital or goods
capable of producing other goods or services. Expenditure on education
and health is recognized as an investment in human capital, and research and
development in intellectual capital (http://www.businessdictionary.com/
definition/investment.html ).
In Keynes’ economics investment means real investment i.e. investment in
the building of new machines, new factory buildings, roads, bridges and other
forms of productive capital stock of the community, including increase in
inventories. It does not include the purchase of existing stocks, shares and
securities, which constitute merely an exchange of money from one person
to another. Such an investment is merely financial investment and does not
affect the level of employment in an economy. Investment is one of the
most important determinants of economic growth and development. The
rule of the thumb is that while sluggish investment tends to undermine
growth, robust investment boosts and accelerates growth. The composition
of investment matters for growth; a number of studies tend to suggest that
public and private investments are complementary. In economic jargon, public
investment crowds-in private investment and that both types of investment
have a significant impact on growth. External finance (FDI, borrowing, ODA)
plays an important role in financing investment, complementing domestic
resources.
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Concept of ‘Bay of Bengal Growth Triangle’
During the visit of Prime Minister Sheikh Hasina to Japan in the month
of August 2014, Prime Minister Abe broached the idea of Bay of Bengal
Growth Triangle. This has drawn the attention of all in the region. Indeed,
Growth Triangles have produced the Newly Industrialized Countries (NICs)
like Thailand, Malaysia, Singapore, Indonesia and Vietnam. The Japanese
investment, trade and technology under this concept has triggered their
economic breakthrough. Bangladesh, being at the apex of the Bay of
Bengal with India and other SAARC countries to the west, China to the
north and Myanmar and ASEAN countries to the East, could emerge as
center for a mega Asian Growth Triangle, attracting trade and investment
from this region, particularly from Japan. Being in a unique position for
regional connectivity, Bangladesh could benefit by connecting Kunming,
China through Myanmar with Cox’s Bazar. There are also opportunities
for cooperation in power supply, integration of electricity grids, trade in
energy of all forms, flow of technology and establishments of production
facilities which will benefit all the countries in the region.( http://print.
thefinancialexpress-bd.com/2014/08/25/52316 )

SDGs and 7th Five Year Plan
Vowing to leave no one behind, the global community has adopted the new
2030 Agenda for Sustainable Development, encompassing 17 universal and
transformative goals and 169 targets aimed at ending poverty and hunger,
attaining gender equality, fighting inequality and tackling climate change
over the next 15 years. The Seventh Five Year Plan which coincides with
the final year of MDGs and the launch of UN’s post- 2015 Sustainable
Development Goals (SDGs) has been formulated to accelerating growth and
empowering citizens of Bangladesh during 2016 to 2020. The 7th FYP. The
development approach underlying the 7th Plan is consistent with the global
agenda for higher growth in developing countries with appropriate measures
for protection of the environment. Eradication of extreme poverty will
be a cardinal principle of the strategies laid out in the 7th FYP document.
Plan will strive for just, equitable and inclusive economic growth, gender
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equality and social development while protecting the environment. The 7th
FYP Targeted 7.4% GDP growth p.a. synchronizes with SDGs suggested
attaining above 7% growth by least developed countries. It therefore
encapsulates a strategy for inclusive growth which empowers people by
creating employment opportunities, fostering the scope for greater labour
force participation, particularly of women, supporting skill development in
response to market demand, enabling access to credit for small and medium
enterprises, and improving health and education for people to be more
productive. Thus, inclusiveness is meant to capture more than income, to
include opportunity, productive employment, and access to services for the
marginalized and physically challenged people. Eventually, 7th FYP will
create the base for implementing SDGs by 2030. (http://www.lged.gov.bd/
UnitPublication/1/322/11.

Vision 2041
Honorable Prime Minister Sheikh Hasina on February 05, 2014 declared
during the parliament session that her government will soon turn the Vision
2021 into Vision 2041 as a long-term Perspective Plan.
In implementing the Vision-2041, Bangladesh will be a peaceful, prosperous,
happy and developed nation comparable with the developed world. The
Premier also reiterated that, by implementing two five-year plans (6th and 7th
FYP), Bangladesh is on its track of attaining the objectives of the Perspective
Plan (2010-21). As a roadmap for a developed Bangladesh, the government
has formulated a number of long-term plans considering social protection,
sustainable development and climate change. (http://greenwatchbd.com/pmoutlines-her-govts-vision-2041-in-parliament/)

Trade Liberalization and Investment
Encouraging free exchange of investments, goods and services by removing
barriers like high duties, hefty taxes, surcharges and complex procedures
amid countries lead to trade and investment liberalisation. Although the
impact of liberalization on multinational investment and employment
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depends on few complementary factors, investment and trade liberalization
usually reduces the costs of operating a business in the host country and
therefore lead to an increase in FDI flows. Studies carried out by scholars
confirm that there is a positive association between trade liberalisation
and foreign direct investments. This implies that if a country implements
trade and investment liberalisation, its attractiveness for potential overseas
investors’ increases. (“Trade Liberalisation and FDI Inflows in Emerging
Economies”, Mumtaz Hussain Shah, Business & Economic Review: Vol.
8, Issue 1: 2016 pp. 35-52).
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ANNEX B
UNEQUAL SPENDING ON (FORMER) EAST AND
WEST PAKISTAN

Year

1950–55
1955–60
1960–65
1965–70
Total

Spending on West
Pakistan
(in crores of
Pakistani Rupees)

Spending on East
Pakistan
(in crores of
Pakistani Rupees)

Amount spent on
East as
Percentage of West

1,129
1,655
3,355
5,195
11,334

524
524
1,404
2,141
4,593

46.4
31.7
41.8
41.2
40.5

Source: Reports of the Advisory Panels for the Fourth Five Year Plan
1970–75, Vol. I, published by the planning commission of Pakistan (Quick
reference: crore = 107, or 10 million)
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ANNEX- C
IDENTIFICATION OF PROSPECTIVE SECTORS FOR
INVESTMENT
The following table provides an overview of the sectors in which the
government is seeking foreign direct investment for both domestic and export
market oriented industries.
1. Natural Gas
Exploration (Electricity,
Fertilizer and
Petrochemicals)

2. Textile

Bangladesh has a substantial gas reserve of
about 20 trillion cubic feet (tcf).
Opportunities exist in developing new plants
(barge mounted and other, large, small
and mini), constructing transmission and
distribution system, rehabilitating or upgrading
existing plants and supplying a variety of
support services. Investment opportunities are
available on a build operate-transfer (BOT)
basis.
The fastest growing industry in Bangladesh
with RMG accounting for more than 75% of
total exports.
Bangladesh is best placed in the region for
textiles and garments because of cheap labour
and trade status with the EU.
Government incentives for the spinning and
weaving industries include a 15% cash subsidy
of the fabric cost to exporters sourcing fabrics
locally.
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3. Electronics (SemiConductor, Cell Phone
Assembly and other
Electronics)
4. Information
Technology (Data
Processing , Software
Development &
Hardware Manufacturing)
5. Frozen Foods (Shrimp
Farming; shrimp and
prawn exports)

Manufacturing of semi-conductors could be
established as a potential cottage industry.
Bangladesh is going to be the largest cell-phone
market in South Asia with more than 2 million
cell phone users
Investment is mostly confined to information
processing.
Bangladesh has a cheaper and rapidly growing
IT workforce.
Fish and prawn exports grew at an average 20%
in the past decade.
Shrimp processing and export industry is largely
dominated by the smaller unorganized sector.
The frozen foods export is the second largest
export sector of the country. The average
annual growth rate is about 28%. This exportoriented industry includes the following
sub-sectors which need proper attention
for augmentation of production and export
earnings:
Hatcheries.
Sustainable aqua-culture technology.
Feed meals plants
Processing unit for value-added products.
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6. Leather (Finished
Leather and Leather
Goods)

Bangladesh has a domestic supply of good
quality raw material, as hide and skins are a byproduct of large livestock industry.
Adequate government support in the form of
tax holidays, duty free imports of raw materials
and machinery for export-oriented leather
market.
Presently Bangladesh produces between 2 and 3
percent of the world’s leather market.

7. Ceramics (Tableware,
Sanitary ware and
Insulator)

Most of the livestock base for this production
is domestic which is estimated as comprising
1.8 percent of the world’s cattle stock and 3.7
percent of the goat stock.
Tableware industry is labour-intensive and
although manufacturers in developing countries
have invested in automation, they were unable
to reduce the number of workforce.
Bangladesh has a skilled manpower in ceramic
industry and the clean gas reserve required
for firing is a great competitive advantage for
Bangladesh.

8. Light Engineering
(Machinery Parts and
Consumer Items)

Bangladesh, being a gas-rich and low- labourcost economy, offers to be strategic partners in
production and supply of ceramic products.
A growing and increasingly affluent middle
class indicates demand for consumer durables.
There is a significant sector of cottage
industries engaged in simple electronic goods.
Export-oriented production in light industries
has gained momentum in the past few years.
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9. Agro-Based Industry
(Canned Juice / Fruit,
processing of vegetables,
shrimp/ fish culture and
processing, Fishery/
Dairy/Poultry feed plants
etc.)

10. Steel (Billets, Plates,
HR Coils, Galvanized
Sheets)
11. Pharmaceuticals

12. Tourism

13. Infrastructure

Bangladesh has the basic attributes for
successful agro based industries, namely,
rich alluvial soil, a year-round frost- free
environment, an adequate water supply and an
abundance of cheap labour.
Increased cultivation of vegetables, spices and
tropical fruits now grown in Bangladesh could
supply raw materials to local agro-processing
industries for both domestic and export markets.
Usage of Steel products in Bangladesh
increased remarkably during the 80s, when
this Industry flourished due to relaxation/
liberalization of the country’s industrial Policy.
Bangladesh offers a good number of qualified,
skilled pharmacists, bio-chemists, micro
biologists, and chemists for pharmaceutical
industries. Government offers support for
importing raw materials for production.
Present Government has taken initiatives
to modernize, expand and attract foreign
investment in pharmaceutical industries, and
for this adopted national medicine policy
(revised) 2005, which will help to adapt with the
changing world under WTO/TRIPS
Bangladesh has a rich tradition, history and
architecture. Incredible greenery, mighty rivers
and attractive river cruises, sunny beaches,
colorful tribal life and attractive cultural
functions offer great tourist attractions.
Energy, telecommunication, oil and gas, ports,
highways and bridges. sea, rail, road and
air services to facilitate both domestic and
international transportation

Source: (Associates, 2016)
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ANNEX -D
INCENTIVES FOR INVESTMENT IN BANGLADESH
Incentives in the EPZ
Fiscal Incentives
1.

Ten years tax holiday for the Industries to be established before 1st January,
2012 and Duration and rate of tax exemption for Mongla, Ishwardi &
Uttara EPZ for the industries set up after January 01, 2012:

Duration of Tax Exemption
First 03 years (1st , 2nd and 3rd year)
Next 03 years (4th , 5th and 6th year)
Next 01 year (7th year)

Rate of Tax Exemption
100%
50%
25%

Duration and rate of tax exemption for Chittagong, Dhaka, Comilla, Adamjee
and Karnaphuli EPZ for the industries set up after January 01, 2012:
Duration of Tax Exemption
First 02 years (1st and 2nd year)
Next 02 years (3rd and 4th year)
Next 01 year (5th year)
(Source: BEPZA)

Rate of Tax Exemption
100%
50%
25%

2.

Duty free import of construction materials

3.

Duty free import of machineries, office equipment & spare parts etc.

4.

Duty free import and export of raw materials and finished goods

5.

Relief from double taxation

6.

Exemption from dividend tax

7.

GSP facility available

8.

Accelerated depreciation on machinery or plant allowed

9.

Remittance of royalty, technical and consultancy fees allowed

10. Duty & quota free access to EU, Canada, Norway, Australia etc
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Non – Fiscal Incentives
1.

100% foreign ownership permissible

2.

Enjoy MFN (most favoured nation) status

3.

No ceiling on foreign and local investment

4.

Full repatriation of capital & dividend

5.

Foreign Currency loan from abroad under direct automatic route

6.

Non-resident Foreign Currency Deposit (NFCD) Account permitted

7.

Operation of FC account by ‘B’ and ‘C’ type Industries allowed.

Facilities
1.

No UD, IRC, ERC and renewal of Bond license

2.

Work permits issued by BEPZA

3.

Secured and protected bonded area

4.

Off-Shore banking available

5.

Import on Documentary Acceptance (DA) basic allowed

6.

Back to Back L/C

7.

Import and Export on CM basis allowed

8.

Import from DTA (Domestic Tariff Area)

9.

10% sale to DTA (Domestic Tariff Area)

10. Customs clearance at factory site
11. Simplified sanction procedure
12. Sub-contracting with export oriented Industries inside and outside EPZ
allowed
13. Relocation of foreign industries allowed
14. Accords Resident-ship and Citizenship
15. One Window same day service and simplified procedure.
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Incentives in EPZ at a Glance

Fiscal

Incentives to Join EPZ
Non-Fiscal

Tax holiday for 10 years

Financial
Secured
and
100% foreign equity
protected industrial
allowed
area.

Concessionary tax for 5 years
after completing initial 10 Unrestricted exit policy
years
Full
repatriation
Duty free import of facilities of dividend
machinery and raw materials and capital at the event
of exit
Import
of
raw
allowed
Avoidance
of
double materials
on
Documentary
taxation subject to DTTs
Acceptable basis
Exemption of income tax
Intra and Inter-zone
on interest from borrowing
export is allowed.
capital
Complete exemption from
Sub-contracting within
dividend tax for 3 years
EPZs permitted
subject to certain conditions
Exemption of income tax on
salaries of foreign technicians
for 3 years subject to certain
conditions
Duty free import of 3
motor vehicles under certain
conditions
Duty free import of materials
for constructing factory
buildings
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Land and factory
buildings for rent.
Electricity,
telecommunication,
gas and water facilities
Export and import
permits issued in
one day

Work
permits
organized
for
foreign nationals
Recreational
facilities for
foreign nationals
Contact
only
Back-to-back
L/C
required
with
for the import of raw
BEPZA
for
materials in certain
all
operational
industries.
purposes.
Import of goods from
Customs clearance
the Domestic Tariff
at plant site
Area (DTA)
Option to sell 10 per cent
of output to the DTA
under certain conditions

Option to relocate
Duty free export of the
existing industries from
goods produced in the zones
abroad
Option to relocate from
one zone to another
No unions or strikes
Equal
rights
with
Bangladeshi nationals
for foreign employees.
General Incentives
Investment Incentives
1. Tax Exemptions
2. Duty

3. Tax Law

4. Remittance

5.Exit

6. Ownership

Generally 5 to 7 years. However, for power
generation exemption is allowed for 15 years.
No import duty for export oriented industry. For
other industry it is at 5% ad valorem.
Double taxation can be avoided in case of foreign
investors on the basis of bilateral agreements.
Exemption of income tax up to 3 years for the
expatriate employees in industries specified in the
relevant schedule of Income Tax Ordinance
Facilities for repatriation of invested capital, profit
and dividend.
An investor can wind up an investment either
through a decision of the AGM or EGM. Once
a foreign investor completes the formalities to
exit the country, he or she can repatriate the sales
proceeds after securing proper authorization from
the Central Bank
Foreign investors can set up ventures which are
either wholly owned or in collaboration with a
local partner.
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General packages of incentives for investment also include:
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•

Reduced import duty on machinery and spares.

•

Bonded warehousing facility for export-oriented industries.

•

90 percent loans against letters of credit (by banks).

•

Funds for export promotion.

•

Export credit guarantee scheme.

•

Domestic market sales up to 20 percent allowed to export-oriented
companies outside.

•

EPZ (relevant duties apply).

•

Cash incentives and export subsidies granted on the FOB values ranging
from 5 percent to 20 percent on selected products.

•

Corporate tax holiday from 5 to 7 years in certain areas and sectors.

•

Tax exemption on capital gains from the transfer of shares of public
limited companies listed with a stock exchange.

•

Accelerated depreciation on cost of machinery for new industries in lieu
of tax holiday.

•

Avoidance of double taxation under bilateral tax convention.

•

Tariff concessions on import of raw materials of the export-oriented
industries.

•

Duty free market access to EU and most developed countries.

•

100 percent foreign equity is allowed.

•

Unrestricted exit policy.

•

Remittance of royalty, technical know-how and technical assistance fees.

•

Full repatriation of dividends and capital is allowed.

•

Income derived from any Small and Medium Enterprise (SME) engaged in
production of any goods and having an annual turnover of not more than
BDT 24 lakh is exempt from tax.

•

An amount equal to 50 percent of the income derived from export business
is exempted from tax.

•

Listed companies are entitled to 10 percent tax rebate if they declare
dividend of 20 percent or more.

•

Incentives for power generation projects and coal-based power plants. As
per Private Sector Power Generation Policy of Bangladesh, any power
generation company established within 31 December, 2014, and any coalbased power plant established within 30 June, 2020, will have the following
benefits:
•

Exemption of tax for 15 years from date of commercial operation.

•

Income tax exemption of the expatriates for three years.

•

Exemption on the interest of the foreign borrowings.

•

Exemption on the tax of royalties, technical know-how and technical
assistance fees.

•

Exemption on the capital gain.
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ANNEX E
STATISTICS OF INDUSTRIES IN DIFFERENT EPZS

Name of EPZs
Chittagong EPZ
Dhaka EPZ
Adamjee EPZ
Comilla EPZ
Karnaphuli EPZ
Ishwardi EPZ
Mongla EPZ
Uttara EPZ
Total
Source: BEPZA
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EPZ Statistics ( As of Dec, 2016)
Industry
InvestExport
Under
Employment
In Op(Million
Implemen- (Million
ment
eration
$)
tation
$)
168
14
1511.91 24222.81 194650
104
9
1257.20 20484.03
91349
45
18
397.82
2251.19
51114
38
29
265.46
1681.61
25774
44
17
463.67
2928.50
66731
14
10
104.94
454.76
8035
19
15
45.02
454.76
1809
13
9
130.62
355.50
22051
445
121
4176.64 52817.47 461513
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122
138
187
185
157
70
151
173
189
151

Starting a Business

Dealing with Construction Permits

Getting Electricity

Registering Property

Getting Credit

Protecting Minority Investors

Paying Taxes

Trading across Borders

Enforcing Contracts

Resolving Insolvency

125

69

93

167

87

32

59

96

24

121

82

136

172

143

172

13

44

138

26

185

155

130

India

75

163

90

158

42

118

155

86

88

74

110

85

157

172

156

27

82

169

170

150

141

144

72

178

102

124

114

7

120

136

183

180

131

164

188

159

119

179

175

143

149

66

146

170

Sri Lanka Pakistan Cambodia Myanmar

Source : http://www.doingbusiness.org/data/exploreeconomies/bangladesh
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KEYNOTE PAPER: GROUP-B
INVESTMENT BY LOCAL ENTREPRENEURS
Introduction
The private sector has long been recognized as a strong and active partner in
economic growth and development. It provides the goods and services, jobs
and also the sources of income to improve the people’s standard of living and
keep them out of the vicious cycle of poverty in developed and developing
countries alike. In broad terms, five groups of private sector actors play a vital
role in economic development, locally and internationally:
•

Multinational, small, medium and large enterprises,

•

Locally-based small, medium and large enterprises,

•

Individuals including self-employed, diaspora groups, volunteers, experts.

•

Non-governmental organizations (NGOs).

•

Public- Private Partnership.

In most of the developed and developing economies, the private sector is the
all-encompassing component of national income and the major employer and
creator of jobs. Over 90 percent of jobs in developing countries are in the
private sector.
In an open market economy, private sector plays a very significant role in the
economic development of a country. The Government has taken a number
of prudent steps to create an enabling environment for the private sector so
that it plays its due role as an effective economic agent and makes a substantial
contribution to the overall economic development of the country. As a result,
the manufacturing and productive activities of the private sector, is gaining
increasing momentum. The contribution of private investment in the national
economy recorded at 20.19 percent of GDP in FY2009-10 which stood at
19.67 percent of GDP in FY2008-09. According to the officials, public sector
investment to GDP would be estimated at 7.7 percent for 2016-17 against the
revised 7.6 percent in the outgoing financial year. Overall investment (private
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and public sectors) to GDP is likely to be projected at 31.02 percent for the
next financial year against the revised 29.38 per cent in 2015-16.
The Bangladesh economy has emerged largely unscathed from the global
economic crisis. The impact of the crisis on the domestic economy has been
limited, though the country remains vulnerable because its exports are not
diversified and it depends heavily on migrant workers’ remittances. Over the
next 5 years, the government targets an average annual rate of economic growth
of 7.3% to achieve its Millennium Development Goal on poverty reduction.
Moving toward 8% real growth per annum, which is required to attain middleincome country status by 2021, will likely require steeper increases in investment
and skilled labor availability, as well as greater improvements in total factor
productivity. To increase foreign and domestic investment, attention must be
paid to investment climate reform and infrastructure, institutional, and human
resource impediments to private business.
From the following Table it is quite clear that, there is a positive correlation
between percentage of GDP invested and GDP growth rate.
Fiscal Years

2005- 2006- 2007- 2008- 2009- 2010- 2011- 2012- 2013- 201406 07 08 09 10 11 12 13 14 15

Percentage of GDP Invested (%) 26.1 26.2 26.2 26.2 26.2 27.4 28.3 28.4 28.6 29
GDP Growth Rate (%)

6.67 7.06 6.01 5.05 5.57 6.46 6.52 6.01 6.06 6.51

Source: Bangladesh Economic Review.

From 2005-06 to till date investment is below 30% of GDP in Bangladesh
therefore GDP growth rate is also below 7%. We have to increase investment
up to 32% to achieve 7% GDP growth. Similarly investment has to be increased
up to 34.5 or more in percentage of GDP to achieve 8% growth.
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Aim
The aim of this paper is to study the prospect of investment by local
entrepreneurs for realization of vision 2041.

Scope
The study will unfolding in following sequences:
•

Local Investment Scenario of Bangladesh Economy

•

Review of Existing Investment Environment

•

Case Studies in Reference To Local Investment of India and Vietnam

•

Strategy to scale up Local Investment Realizing Vision 2041

•

Recommendations

Local Investment Scenario of Bangladesh Economy
Shifting Trend of Dependency of Economy: According to a recent report
contribution of agriculture, industry and service sector to Bangladesh economy
was 51.03%, 7.69 % and 41.28% respectively in the year 1971. Contribution
of agriculture decreases into 31.55% and industry increases into 20.63% in
the year 1980. Service sector contributed 47.82% to Bangladesh economy
in the same year. Since then contribution of industry and service sector to
Bangladesh economy is increasing and agriculture is decreasing day by day.
Agro processing industry is fully dependent upon agriculture sector; therefore
no way to underscore agriculture sector too. Currently (2015) contribution
of the same sectors to the Bangladesh GDP is 15.50% (Agriculture), 28.14%
(Industry) and 56.34% (Service). From the above discussion it is quite clear
that the economy of Bangladesh is going through a transformation from
agriculture dependent economy into industrialized economy. Table below will
validate the discussion.
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•

Shifting Trend of Dependency of Economy
Calendar Years
Agriculture
Industrial
Service

•

1971
51.03
7.69
41.28

2015
15.50
28.14
56.34

Remarks

Local Investment Trend: From the statistics of last ten years (200506 Base year) it is quite clear that, private sector is leading the trend of
investment in Bangladesh. Investment in Bangladesh is rising very slowly.
Therefore it failed to achieve projected growth rate as per vision 2021. It
was supposed to achieve 8% GDP growth in 2013 but in 2015 we observed
that GDP growth rate is still below 6.5%. Therefore we have no alternative
but to increase investment in Bangladesh.

Total Investment

Local Investment (Billion Taka)
2005- 2006- 2007- 2008- 2009- 2010- 2011- 2012- 2013- 201406
07
08
09
10
11
12
13
14
15
1261 1439.3 1647.3 1847.7 2093.3 2511.3 2982.3 3403.7 3839.9 4384.4

Public Investment

268.3 280.2 282.8 304.4 372.8 481.5 608 796.2 879.9 1044.2

Private Investment

992.7 1159.2 1364.5 1543.3 1720.5 2029.8 2374.2 2607.5 2960 3340.2

Fiscal Year

Source: Bangladesh Economic Review
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1980
31.55
20.63
47.82

•

Proposed Local Investment Figure in Fiscal Year

Fiscal year
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09

No. of
Unit
1788
2875
2101
1624
1469
1754
1930
1615
1336

2009-10
1470
2010-11
1746
2011-12
1735
2012-13
1457
2013-14
1308
2014-15
1309
*2015-16
1117
* (Up to March-2016)

Local Investment Figure
Proposed Investment
Proposed
Million Taka Million USD Employment
78093.000
1420
337835
88060.000
1531
358462
116526.000
2027
248276
135461.000
2356
289674
140046.000
2319
395894
183703.000
2730
372325
196581.000
2825
388178
193530.073
2798
364235
171174.916
2467
265889
274136.882
553690.466
534769.057
446148.588
497593.25
912730.71
654784.849

3931
7748
6679
5599
6392.3
11683.191
8308.155

291418
432372
326535
268871
199500
209106
165106
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•

Proposed Local Investment Figure in Calendar Year

Calendar
year

No. of
Unit
2004
1469
2005
1754
2006
1905
2007
1482
2008
1613
2009
1395
2010
1600
2011
1755
2012
1655
2013
1197
2014
1432
2015
1408
*2016
409
* (Upto March-2016)

Local Investment Figure
Proposed Investment
Proposed
Million Taka Million USD Employment
140046.000
2319.000
395894
183703.000
2730.000
372325
218361.336
3130.221
403512
133018.057
1923.679
311438
215545.669
3118.164
350246
181321.715
2587.796
254690
437717.679
6276.805
390820
546067.600
7316.930
377077
500780.603
6080.790
308542
424887.312
5446.419
178684
647960.579
8307.141
232640
906029.066
11560.7
221597
312054.960
3955.47
61713

Investment Climate of Bangladesh: The government of Bangladesh has
given highest priority to augmenting private investment in Bangladesh. The
incentives offered are considered as the most competitive in South Asia. There
is no restriction on the amount of share of investment. Foreign investors are
eligible to take advantage of a wide range of generous tax concessions and
other fiscal incentives and facilities. Investment in Bangladesh is secure visà-vis nationalisation and expropriation. To facilitate investment Bangladesh
became a signatory to the Multilateral Investment Guarantee Agency (MIGA)
of the World Bank Group, Overseas Private Investment Corporation (OPIC)
of the US, and International Centre for Settlement of Investment Disputes
(ICSID), as well as a member of World Association of Investment Promotion
Agencies (WAIPA), World Intellectual Property Organization (WIPO) and
World Trade Organization (WTO).
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General Packages of Incentives for Investment Include: Few remarkable
incentives mention below:
•
•
•
•
•
•
•
•
•
•
•

Reduced import duty on machinery and spares
Bonded warehousing facility for export-oriented industries
90 percent loans against letters of credit (by banks)
Funds for export promotion
Export credit guarantee scheme
Domestic market sales up to 20 percent allowed to export-oriented
companies outside EPZ (relevant duties apply)
Cash incentives and export subsidies granted on the FOB values ranging
from 5 percent to 20 percent on selected products
Corporate tax holiday from 5 to 7 years in certain areas and sectors
Tax exemption on capital gains from the transfer of shares of public
limited companies listed with a stock exchange
Accelerated depreciation on cost of machinery for new industries in lieu
of tax holiday
Avoidance of double taxation under bilateral tax convention

Economic Zones: Bangladesh Economic Zones Authority (BEZA) was
created by the Bangladesh Economic Zones Act, 2010. BEZA aims to establish
economic zones in all potential areas in Bangladesh including backward
and underdeveloped regions with a view to encouraging rapid economic
development through increase and diversification of industry, employment,
production and export. The incentives for SEZ is also very attractive.
•

Government-owned Sites
▪▪ Maulovibazar, Sylhet
▪▪ Mirsarai
▪▪ Mongla, Bagerhat
▪▪ Adjacent to Bangabandhu Bridge, Sirajganj
▪▪ Gohira, Anowara- Chittagong
▪▪ Sabrang Tourism Park in Cox’s Bazar
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•

Private-owned Sites
▪▪ Abdul Momen
▪▪ Meghna		
▪▪ AK Khan
▪▪ Aman Group

Acclamation on Bangladesh: Moody’s Investors’ service has rated
Bangladesh BA3, and Standard and Poor’s has rated it BB- for the consecutive
5th year. Stable real GDP growth and strong external balances has also helped
Bangladesh to achieve BB- rating with Stable Outlook from Fitch Ratings for
the first time. Besides following recognitions are worth mentioning:
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•

Goldman Sachs branded Bangladesh in its ‘Next 11’ list after the BRIC
nations.

•

The IMF termed the economy of Bangladesh as resilient, its export and
remittance flows bolstering growth and external stability.

•

The Wall Street Journal (WSJ) said Bangladesh is an emerging market
economy of high potentials.

•

JPMorgan Chase commented that Bangladesh ranks fourth in growth of
economically active population.

•

Morgan Stanley announced that Bangladesh is at the very early stages of
an investment boom.

•

New York Times has termed Bangladesh as “an unlikely corner of Asia,
with strong promise of growth”.

•

A 2012 HSBC report titled The World in 2050, listed Bangladesh as one of
the top 7 countries expected to deliver the fastest growth en route to 2050.

Reforms Initiatives: Latest Reforms given below:
•

Automation of Investor Registration Processes at BIDA.

•

Automation of Export Permit Issuance at DEPZ.

•

Automation of Company Registration with Registrar of Joint Stock
Companies &Firms (RJSC&F).

•

Cash subsidy claim process simplification of Bangladesh Bank.

Industrial Policy 2016: Major features of Industrial Policy-2016 are as follows:
•

Establishing agro-based industries – a fundamental step towards reducing
poverty and generating employment opportunities.

•

Creation of women entrepreneurs and their participation in industrialization
have been given considerable prominence.

•

Priority on establishing labor-intensive industries in the remote areas.

•

Increase Gross Domestic Product (GDP) growth to 10 percent between
2017 and 2021.

•

Aim to raise the stake of industrial sector to 40-45 percent to the national
economy.

•

Aims at achieving all the Millennium Development Goals (MDGs).

•

Reduce unemployment and the proportion of the population afflicted by
poverty & hunger to less than half by 2017.

Categories of Industrial Sectors: As per the new draft Industrial Policy
2016, the industries sector has been divided into five categories:
•

High-priority: Agriculture, food and food processing, readymade
garments (RMG), ICT and software, pharmaceuticals, leather and leather
products, and jute and jute goods etc.

•

Priority: Plastic, shipbuilding, service sectors etc.
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•

Creative-based Service: Aesthetic and creative products are produced
using artistic, innovative thinking and techniques or modern technology

•

Reserved and controlled industries

Seventh (7th) 5-Year Plan: The main target of the plan is to grow the
manufacturing sector by focusing on export. For this the plant is to:
•

Increase market access and improve trade agreements for export promotion

•

Revamping GSP facilities, DFQF Access and RTAs of Bangladesh

•

Gaining market access in non-traditional markets

•

Expanding exports to some emerging market economies

•

Comprehensive Trade Policy (CTP) for rapid growth

Review of Existing Investment Environment
General: Bangladesh has been experiencing a sluggish growth in private
investment. In FY2016, the first year of the seventh Five Year Plan, private
sector investment has failed to reach its target; if the needed initiatives are
not taken to incentivize private investment, the target for 2020 (the closing
year of 7FYP) set at 26.6 per cent of GDP, will be difficult to achieve. In this
backdrop, it is important to examine the reasons behind low level of private
sector investment in FY2016 in depth, taking into account the performance
over the previous years.
Sluggish Growth of Private Investment: Despite favourable
macroeconomic environment (e.g. moderate level of inflation, reasonable
balance of payment (BoP) and high forex reserve),During FY2016, private
investment is estimated to be 21.78 per cent of GDP, and has decreased by
about 0.3 percentage points since FY2015. During the same period, public
investment experienced a higher level of growth which contributed to the
higher total investment-GDP ratio.
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Large Industries Determine the Trend in Industrial Term Loan Growth:
Large scale industries (LSI) account for the major share of industrial term
loan disbursement (75.6 per cent of total term loan); followed by medium
scale (MSI) (14.3 per cent) and small scale (SSI) industries (10.1 per cent). The
composition has slightly changed in recent years because of targeted initiatives
by the Central Bank to disburse more loan to the SME sector; as a result the
gap between SSIs and MSIs in terms of share of term loan has reduced (since
Q1 of FY2015). Until 2014, growth in term loan disbursement to different
categories of industries had maintained a consistent trend; this trend has
somewhat reversed since Q1 of FY2015 (Figure 1). Although there is a rise
in disbursement of term loans for LSIs in Q2 of FY2016, total disbursement
is lower than that of Q2 of FY2015. SSIs, on the other hand, have received
significantly higher amount of term loan during FY2015 and FY2016
(growth in Q1 and Q2 in FY2016 is 70.8 and 59.4 per cent respectively).
Loan disbursement to the MSIs did not show any consistent trend over the
corresponding period.
Figure 1: Growth in Disbursement of Industrial Term Loan
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Source: Bangladesh Bank.
SME loan Disbursement Needs Better Targeting: Credit to the SME related
activities has increased over the last several years thanks to targeted initiatives
for disbursement of SME credit. Targets for 2014, 2015 and 2016 were Tk.
88,753 crore, Tk. 1,04,587 crore and Tk. 1,13,503 crore respectively. Growth in
disbursement of SME loans barring Q1 of FY2016 has been quite significant
in recent years (Figure 2). According to CPD experts (2016), macro-level
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performance as regards disbursement of SME credit resonated with what
local level SMEs actually felt. Informal arrangements under which many of
the SMEs at local and district levels operated, lack of customised financial
products and services in response to the demand of different cluster-based
industries and various other reasons have undermined availability and access
to SME credit. It is important to monitor whether the disbursed credit is being
availed by the targeted groups and whether targeted activities correspond to
the demands of the SME entrepreneurs.
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Figure 2: Growth in Disbursement of SME Loan
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Lack of Conducive Atmosphere for Investment: Private investment has yet
to pick up steam .Strong economic growth in recent years has rapidly increased
demand for energy, transport, and telecommunications services. Insufficient
infrastructure investment has created a severe infrastructure deficit. Boosting
infrastructure investment requires regulatory reform and a substantial increase
in the government’s project implementation capacity. Greater reliance on
transparent and well-regulated public–private infrastructure partnerships can
help close the infrastructure gap and improve service provision. 	

Challenges for the Growth of Local Entrepreneurship
Infrastructure Development. If GDP is to be increased to 8 per cent,
investment has to be expanded substantially. The existing infrastructure is

78

inadequate. Our investment is only 2.85 per cent of GDP as against 10 per
cent in Vietnam.
•

Inadequate Power Supply: Power supply is perceived to be the single
greatest impediment to private sector development. The prospective
investors have to wait for long for gas connection. There is corruption in
giving gas connection. Big industries need boilers but boilers do not work
without gas. If they use coal, they will not be competitive, again furnace
oil is also expensive. Bangladesh is going for importing LNG which will be
expensive. Power cannot be supplied according to the demand.

•

Transportation/Communication: Just 40% of the main roads are in good
condition. The railway system and rail services have severely deteriorated
since 1980, and the rail system is underutilized because of poor management,
and weak administration. Inland waterways are abundant but underused
for domestic transport. Although air transport infrastructure in Dhaka
and Chittagong has substantially improved, the limited capacity of cargo
transport services remains a major bottleneck to expanding trade.

•

Port Facilities: The port of Chittagong handles 85% of the country’s
sea-borne cargo but suffers high handling costs, berthing delays, and
a proliferation of unofficial payments to port authority staff. Port
infrastructure is outdated, and labor productivity is hampered by a
multiplicity of trade unions in one port and restrictive labor practices in
both. In terms of the land ports, an encouraging sign is the government’s
efforts to encourage private sector participation.

•

Telecommunications and ICT: The ready availability of mobile
phones has eased access to telecommunications as costs have declined
substantially because of stiff competition among what are largely private
operators. However, the low coverage and penetration of broadband
internet remains a constraint on economic growth and social development
for individuals and businesses, particularly in rural areas. The deployment
of fiber-optic networks and wireless broadband technologies could address
this constraint.
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•

Raw Materials: Raw materials of almost all industries including textiles
are imported from abroad. Not enough attention is given to value addition.
Sometimes the cost of raw materials is more than finished products.

Financial Constraints: The most critical constraints that small and medium
scale manufacturers mentioned are the lack of sufficient capital to operate
the business1. In most of the cases, businesses started using own savings,
borrowing from friends and relatives, while banking source come after that.
Accordingly, the financial constraints may be identified under the following
headings:
•

Access to Finance: Entrepreneurs encounter great difficulties while raising
fixed and working capital because of the reluctance of banks to provide
loans. Banks are shy to lend because of high processing and monitoring
costs of loans to entrepreneurs. The loan application forms for investment
financing from banks are long, tedious, and redundant. Thus, the way to
get bank loans need to be simplified for the small entrepreneurs.

•

Rate of Interest: Favorable climate for investment has not been created in
Bangladesh. India and Vietnam are ahead of Bangladesh in this regard. It
was not yet possible to bring down the rate of interest to single digit. But
in India and Vietnam, the rate of interest is 6 to 7 per cent.

•

Venture Capital Financing: There is a need to promote venture capital
financing of startups and MSMEs by banks and other Financial Institutions.
Necessary regulations and rules for the same are recommended to be
enacted.

Legal, Regulatory and Administrative Constraints: The population of
Netherland is 9 million, it has got 350000 companies and it takes only 45
minutes to resister a company. Policy reforms of the past decade have brought
about substantial relaxation in the investment sanctioning procedure. But still
the following constraints prevail2:
•
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Trade License: Investors are required to procure trade license from local
government bodies by paying legal fees. The process involves unnecessary
delays, harassment and side payments. The procedure needs to be simplified

and the issuance of the license made automatic subject to payment of
requisite fees.
•

Registration under Factories Act: According to the Factories Act
1965, all manufacturing units employing 10 or more workers are required
to be registered with the office of the chief inspector of factories and
establishments. In practice, the regulation has proved to be a major source
of delay, harassment and unofficial payments for the investors.

•

Clearance from the Department of Environment: All industries are
also required to obtain a certificate from the Department of Environment
in respect of proper arrangement for anti-pollution and safety measures.
Here again, the requirements should be clearly stated so that the investor
are allowed to go ahead with investment on the basis of the undertaking
that the requirements will be complied with.

•

Bureaucracy and Corruption: Because of lack of proper autonomy and
accountability, the public sector financial institutions are affected with
inflexibility, inefficiency, political interventions and corruption.

Other Challenges in Different Sectors
The main challenges identified for the market access, other than financial,
legal, regulatory, and administrative constraints are discussed below:
•

Compliance Issues: Compliance is generally defined as conforming to
a specification, standard or law that has been clearly defined. In RMG
industry it is commonly enforced as ‘code of conduct’ by the buyers,
which refers to ‘a list of labor standards’.

•

Child Labour: Bangladesh Garments Manufacturers and Exporters
Association (BGMEA) declared the garment sector of Bangladesh as child
labor free3. But some small industries are employing child as labour.

•

Fire Hazard: Fire hazard is common problem especially for the RMG
factory. This is difficult but slowly is being done by many factories.
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•

Lack of Modern Technology: This is a problem for the rural and urban
areas. Still many people are not using modern technology.

•

Diversified Products: A second challenge is the need to become more
diversified in terms of both products and market. We need to give emphasis
on this issue.

•

Environmental Issues: The National Environmental Management
Action Plan (NEMAP) study has identified the leather industry as more
harmful to the environment than the textile, medicine, fertilizer and paper
industries.

•

Tariff and Non-Tariff Barriers: Tariff and Non-Tariff Barriers on
imports and exports of the sector’s products constitute an enormous cost
handicap for the Leather industry worldwide.

•

R & D Facilities: Our investment in R & D is insufficient. Unless we
develop our R & D, we would not be able to compete in the future market.

Human Resource Development: There is an urgent need to address the
national deficit in Entrepreneurship, skill development of workers including
managerial skills. Technical experts are hired from abroad with high salary as
local experts are not available. As a result, cost of production becomes high
in Bangladesh. There is a need to institutionalize Entrepreneurship training
in Bangladesh. In addition to develop skill sets amongst workers, technical
and vocational education and training (TVET) in the country needs to be
revamped.
Good Governance: This is the single and most important challenge for
Bangladesh. It is not that the people don’t have money and they don’t want
to invest. It is the right kind of environment to investment, is lacking. The
World Bank has developed quantitative measures of governance indicators
covering the three dimensions of governance, namely, political, economic
and institutional. The governance ranking is low for Bangladesh using this
approach; there is also not much improvement over time. Lack of good
governance is felt in all sectors of the economy to a varying degree. Here I
would like to cite two example:
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•

Hazaribagh Tannery: 154 tanneries located in Hazaribagh area of Dhaka
city provide approximately 90 per cent of the total leather produced in
Bangladesh and mainly exported to different parts of the world. The
leather industry provides directly and indirectly, approximately 45,000 jobs
in the country. There is no denying the fact that the network of tanneries
and leather product manufacturing units, formed and developed during
the last several decades, is now a major manufacturing industry and source
of employment. Over the past decade, leather exports have grown by
an average of $41 million each year. Contributing about US$ 1billion to
the annual export basket of the country, some analysts are even saying
that it has the potential to be as big as the ready-made garment sector of
Bangladesh. Having said that, one must understand, that the saying, ‘ends
justifies the means’ is not applicable and acceptable for everything. The
first significant step to relocate Hazaribagh tanneries outside Dhaka came
through a High Court order in 2009. High Court ordered 154 tannery
industries to relocate savar. According, the tanneries should have been
moved from Hazaribagh by April 30, 2011. But the government extended
the deadline several times. Recently only few companies (30) has shifted
but the fate of other companies is uncertain. Not all the factories have
got gas connection as yet, and, more importantly, the including the central
effluent treatment plant CETP has no facility for treatment of saline water.

•

Kaliakoir ICT Park. The present government came to power with the
sologun, ‘Digital Bangladesh’. Accordingly Bangladesh Hi-Tech Park
Authority (BHTPA) was established in 2010. Kaliakoir Hi-Tech Park is
the first ever Hi-Tech Park in Bangladesh, located at Kaliakoir upazilla in
Gazipur district. It is situated only 40 km. North from Dhaka city with 232
acres of area. Additional 100 acres of Government land is under process
for inclusion with the Park. The park will be considered as specialized zone
to attract investor especially foreign investors where they could utilize vast
potential of young educated and technically skilled work force. Eventually
country’s economy will be substantially augmented by increasing foreign
exchange. Bangladesh Hi-Tech Park Authority has taken a decision on
26 April 2012 to establish IT villages. The Government of Bangladesh
has declared ‘Vision 2021’ with a target to make Bangladesh as a middle
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income country by using Information and Communication Technology
(ICT) and by developing favorable business environment for Hi-Tech
industries. Information Technology has been identified as the “thrust
sector” for the economy of Bangladesh. Government has taken various
initiatives to achieve the target. But the reality is far away.

Case Studies in Reference to Local Investment of India and Vietnam
Investment by Local Entrepreneurs- India. India appears to offer very
conducive climate for investments that has geared rapid growth of local
entrepreneurships in last decades. The giant Indian investors are making visible
strides both within India and globally. However, for involving people at large
in the development process the Indian Government is very keen to support
Micro, Small and Medium Enterprises (MSMEs) set up by local entrepreneurs.
In India the category of MSMEs are defined on the basis of the amount of
investment for the plant, machinery/equipment as under:
Category
of
Enterprise
Micro
Small
Medium

Amount of Investment
Manufacturing
Services
In Lakh
In Million
In Lakh
In Million
Rupee
US $
Rupee
US $
0-25
0-.05
0-10
0-.02
26-500
.05-1
11-200
.03-.40
501-1000
1-2
201-1000
.40-2

Currently the MSMEs is contributing 8% to India’s GDP, counting for 45% of
total industrial output and 40% of its total export. 90% of 44.7 million MSMEs
are spread all over India, employing 101 million people which is 40% of the total
population, has taken huge job opportunities to the low end work forces and
integrated rural India in the development process and contributing to poverty
alleviation and inclusive economic growth. This is also encouraging the latent
talents and providing opportunity for the weakest section of the society. MSMEs
are involved with 6000 different products and services encompassing traditional
and high-tech products. The leading industry in the MSME sector is retail trade
constituting 39.85% followed by apparels (8.75%) and food and beverages (6.94%).
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India has rightly realized the importance of MSMEs and importance of
facilitating MSMEs to grow in a faster pace. As such India has launched a
number of initiatives to improve the MSME climate which are as under:
•

Delhi Commissioner MSME (DCMSME) under the MSME Ministry
of the Government of India serves as the umbrella organization for
supporting the MSME sector through Development Institutions (DIs),
Testing Centers/ Stations, Technology Development Centers and few
training and other institutes. Besides, marketing supports are being
provided through International Fairs, Export Promotion Council (EPC),
Vendor Development Programmes (VDPs) etc.

•

For providing technical support to MSMEs the ministry has issued
policy guidelines and thrown programmes like National Manufacturing
Competitiveness Programme (NMCP) and set up organizations like Khadi
Village Industries Commission (KVIC) and National Small Industries
Corporation (NSIC) Limited.

•

A number of Entrepreneurship Development Support initiatives are
underway. The important being Industrial Motivation Campaigns (IMCs),
Entrepreneurship

•

Financial Supports to MSMEs are being provided by number public and
non-public agencies. Besides, the Securities and Exchange Board of India
(SEBI) has permitted setting up of a stock exchange trading platform for
SMEs by a recognized stock exchange having nationwide trading terminals
and had also issued guidelines and necessary amendments to the SEBI
Regulations.

•

Protection Policies the Government of India has arranged required
protection of MSMEs through respective ministry. Besides, some 20 items
are reserved for production by MSMEs only.

Investment by Local Entrepreneurs- Vietnam. The investment growth
rate in Vietnam already reflects that there is a very conducive climate for
investment regime. The Government Linked big enterprises are covering 55%
of investment regime of Vietnam. However, with 45% share the Small and
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Medium Enterprises (SMEs) are the main contributor to the growth engine of
Vietnam. The existing registered 600,000 SMEs are being augmented annually
by another 100,000. In the first two months of 2017, 14,500 new enterprises
were established with an investment of US $6.7 Billion. Now SMEs make
up 97% of all companies operating in the Vietnamese economy, providing
50% of employment and considered to be the engine for constant average
GDP growth of above 6%. The private sector is expected to contribute to
approximately 48 - 49 % of GDP, and about 49% of the total social investment.
The building blocks of the local investment climate in Vietnam are as under:
•

Legislator Support: In early 2017, the Vietnamese Ministry of Planning
and Investment (MPI) made laws for supporting SMEs. Of the 45 articles,
one aims to cut the corporate income tax rate for SMEs. Once the same
law is put in place the SMEs Investment Regime in Vietnam will get
further momentum. Meanwhile MPI announced following preferential
loan programmes for SMEs under its SME Development Fund:
▪▪ Loans will be extended to companies with a focus on innovation,
businesses in the agriculture, forestry and aquaculture sector,
processing and manufacturing firms, water supply, management and
treatment companies.
▪▪ SMEs will enjoy a 24-month grace period.
▪▪ The fund aims to fill part of the financing gap left by conventional
banks.

•

Support and Incentives by the Banks
▪▪ The Vietnam International Bank (VIB), launched a new campaign for
fast-track loans to SMEs which may be approved within 48 hours of
submission of all documents.
▪▪ SMEs which need short-term loans can access VIB credit packages
with a preferential interest rate. The firms can receive loans worth up
to 80 per cent of their value of mortgage assets.
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•

Government instruments for protection of Investors/Investment:
The Vietnamese government resolution No.35/NQ-CP Hanoi May 16,
2016 has spelt out clearly the action plan to be adapted by various ministries
with regard to protection of investors and enterprises.

•

Steps of the Government to overcome Challenges in SME Sector:
The Governments Administrative Procedures Simplification Scheme
(Scheme 30), initiated in 2010, addresses a number of areas including: (1)
Reform of the tax billing procedures, (2) Modernization of the importexport customs procedure and (3) Introduction of new resolution No.35/
NQ-CP Hanoi May 16, 2016 by the Prime Minister with specific directives
to all ministries and departments.

Imperatives for Bangladesh. For capitalizing the benefits of the huge
workable population Bangladesh needs to boost labour intensive high value
additive MSMEs. But in reality, while comparing with India and Vietnam,
Bangladesh is observing lukewarm growth in respect of MSMEs. The reasons
are not far to seek. A comparative investigation points towards a number
of imperatives for Bangladesh. Bangladesh needs to carry out a serious
review to find the real and root causes of such lukewarm progress in the
investment regime in particularly in the MSMEs. Most of the funds allocated
for investment are being used to fulfill the hunger of giant investors whereby
the MSMEs are left with very less amount. This is coupled with undue
practices of corrupt government officials and bankers. Marketing support
and protection policies need to be also reviewed to fit the requirements.
In this respect unilateral decision making is unlikely to solve the problems.
The researches in this respect need to be focused and more inclusive. The
researches may not suffer down link failure syndrome and should involve
people at large through ground level surveys to find out the real deficit areas,
skills, knacks and aspirations of the work forces and potential entrepreneurs.
Bangladesh may think of creating a MSMEs Ministry and a MSMEs
Commission and also separate fund for MSMEs only with suitable equity
and incentive packages. There may be reserve items for MSMEs. There may
be legislation to protect the interest of MSMEs.
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Strategy for Accelerating Local Investment in Bangladesh
General. Bangladesh has established a credible record of sustained growth
within a stable macroeconomic framework. It has gradually shifted from an
aid driven to trade driven economy. This will continue if the manufacturing
base of the economy is developed with steady flow of investments, both FDI
and local.
Strategic Context. The context can be enumerated as follows:
•

Backlash against globalization is both political and technology driven.

•

Centre of Gravity of geo-economics is shifting to Asia – Pacific in 21st
Century.

•

Global economy at 256 trillion dollars. However, inequality in global wealth
distribution between the nations and within the nations.

•

Sluggish developed economies, Chinese economy slowing down; impact
export led growth strategies. Climate change important challenge for
Bangladesh.

•

Regional connectivity & trade a promising avenue.

SWOT Analysis of Bangladesh Economy/Investment Situation
•

Strengths
▪▪ Macro Economic Indicators. Positive ratings by leading
▪▪ Cheap labour.
▪▪ Government policies.
▪▪ Indomitable spirit – ‘basket case to show case’.
▪▪ Strategic location astride Bay of Bengal.
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•

Weaknesses
▪▪ Low BMC (Base, Means and Capacities).
▪▪ Low skill and entrepreneurial threshold.
▪▪ Lack of diversification.
▪▪ Export & remittance dependence.
▪▪ Infrastructure and Investment Climate.

•

Opportunities
▪▪ Regional Connectivity & Trade.
▪▪ CHINDIA & SE Asia.
▪▪ Demographic Dividend.

•

Threats
▪▪ De-globalization.
▪▪ Political Instability.
▪▪ Deteriorating IS Situation.
▪▪ Middle Income Trap.

Strategy Basket: Promoting Local investment
Why Investment Driven Growth? Enabling strategies for local investment
would be a sub set of overall growth strategy of the country. To achieve its
stated vision targets of 2021 & 2041; per capita income of BD must transit
from current levels of 1466 to over 4000 USD; necessitates an investment
driven growth model to enable progressive increase in GDP.
Economics is an inexact and complex science. Certain theoretical precepts
help in understanding growth and stability of national economy. Says Law
stated ‘Supply created its own Demand’ and excess supply of goods and
excess demand for money tends to be self-correcting. John Keynes focusing
on demand side; theorized that production depended not only on production
capacity but also on Aggregated Demand (AD). Introduced CGR and Marginal
CGR or multiplier effect.
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Long term economic growth needs driven by AD and increase in the AS
(productive capacity). Increased autonomous investment acts as multiplier to
enhance income which causes enhanced AD which in turn acts as accelerator
to further induce investment.
Basic model of economy at this stage:•

Factors of production - land, labour, capital.

•

Entrepreneur.

•

Government.

•

Consumers or market.

Strategies for investment should target each of the above segments.

Strategies for the Investment
Strategy-Outline Contours

•

Improve Investment Climate - Seek FDI.

•

Looping Domestic Value Addition (DVA) with FDI.

•

High Tech Industry - Thrust Area.

•

MSME Development.

•

Privatization of SoEs.

•

Effective Utilization of Land.

•

Skill & Entrepreneurship Development.

•

Capital Formation.

•

Improve Investment Climate.

Looping DVA with FD: Attract efficiency-seeking FDI to raise productivity.
Leverage FDI by looping in local firms to global and regional value chains
(GVCs) through foreign firms. MNEs and their Tier 1 suppliers are generally
keen to source locally if a competitive local supplier can be found. However,
are reluctant to absorb high search-and-find costs, and they will typically
not invest in assisting local suppliers with upgrading efforts. Likewise, local
firms are generally keen to supply to foreign firms, but are often not ready to
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make the necessary investments in technology and in processes to meet strict
quality standards. There is a role for government policy to help de-risk this
process for both the MNE and the domestic supplier, through (for example)
overcoming information failures and the coordination of targeted supplier
development programs to close the standards gap. It is crucial, however,
that any such intervention tackle existing constraints and not interfere with
business doing business. Care must be exercised not to push against market
forces in aiming to increase DVA. Focus should be on promoting DVA on a
competitive basis, while recognizing that MNE sourcing strategies and the way
some of these GVCs are organized will imply that certain inputs will always
be imported. Aim should be to enlarge MNE footprint and increasing DVA
– i.e., increase FDI “stickiness” by more firmly anchoring foreign investor.
Several government agencies will have to work together when designing and
implementing a linkages strategy (GONZALEZ 2017).
High Tech Industry-Thrust Area: Current thrust sectors include; jute,
pharmaceutical, tourism, furniture, plastic and leather. These seem to be low
hanging fruits and must be exploited. Most of them being low skill labour
driven. Labour based industry is unlikely to give desired income levels and
competiveness. All economic sectors do not equally offer opportunities of
value creation. One of the attractive sectors is high-tech. Industries in a
high-tech economy, scope of adding value out of technology development
and innovation is vast. Multiple options to benefit from high-tech economic
activities include:- (Rokonuzzaman 2017)
•

Imitate for Local Consumption / Import Substitution.

•

Contract manufacturing for export.

•

FDI.

•

Imitate, assimilate and innovate.

•

Upgrading indigenous production processes and products.

•

Disruptive innovation.

•

Invent and innovate through basic research.
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High Tech Industry-Recommended Options: Ssecond and third options
are popular among developing countries for rapid industrialisation. However,
once labour cost increases, producers switch to other countries. Option four
is smarter one. It allows entry path for developing countries in the industrial
economy, primarily targeting local as well as foreign markets. Fifth option is
bold but a daunting task.
Steps for Promotion and Development of MSME: MSMEs are playing
a vital role in employment generation in Bangladesh. For the promotion and
development of MSME following are significant:
•
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Categorization/Classification: Size group classification of MSME and
identification of specific sectors is a critical policy question. Performance of
the smaller enterprises varies in different industry categories. Historically,
the choice of the size group and activities has been decided in Bangladesh
in an arbitrary manner. SME lexicon was introduced in Sixth Five Year
Plan. Earlier, the emphasis was limited to small and cottage industries
(SCI). PRS P-I, initiated in 2005, replaced the expression small and cottage
industry (SCI) by small and medium enterprises (SME), but did not provide
any explanation for extending the coverage to include non-manufacturing
activities and medium-sized enterprises and for taking cottage industries
out of the purview. However, as per the Economic Censuses conducted
by Bangladesh Bureau of Statistics (BBS) census; the size of micro, small,
medium and large enterprises has been classified as 1 - 9, 10 – 49, 50 – 99
and 100 or more. Classification as per Industrial Policy 2016 is placed in
inset alongside. Therefore, examining of performance of different size
groups of enterprises is inaccurate as the information base on economic
performance of enterprises according to size is extremely weak. Apropos;
there is a need to reconcile differences in size group and also to include
micro enterprises (cottage industries and enterprises with less than 10
workers) in the basket of SME, and the expression should be changed to
MSME.

Table 1: Definition of SMEs in Bangladesh
REPLACEMENT COST
(EXCLUDINGI AND FACTORY
BUILDING COST)

NUMBER OF
WORKERS
EMPLOYED

Manufacturing

BDT 7.5 million to 150 million

31 to 120

Service

BDT 1 million to 20 million

16 to 50

Manufacturing

BDT 150 million to 500 million

121 to 300. But for
RMG/labour intensive
industries, not more than
1,000

Service

BDT 20 million to 300 million

51 to 120

TYPE OF INDUSTRY

Small industry

Medium
industry

Source: National Industrial Policy 2016
•

Sample Survey: On reconciliation of size groups and inclusion of micro
enterprises; a sample survey is recommended to ascertain high profitability
target sectors. Instead of an across the board strategy of MSME
development, policies towards these enterprises should seek to promote
efficiency and growth. Thrust of MSME development be on “modern”
MSMEs that have higher growth.

•

Strategy Outline: Adopt a three-step strategy to support development of
the MSMEs. Consolidation of naturally developed capabilities, Facilitate
their entry into the export market. Enhancement of capacities to thrive
in global market. First role is protective. Second and third steps are
promotional. (Basher 2015)
7KULYLQJLQ
JOREDOPDUNHW
'LYHUVLI\LQJLQWR
H[SRUWPDUNHW
6WHSV

5ROHV

•

&RQVROLGDWLRQRI
FXUUHQWVWUHQJWK
3URPRWLRQDOUROH

3URPRWLRQDOUROH

Differentiated Tax System: Given the structural difference between the
MSMEs and their large-scale counterparts, there is a case for a differentiated
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system of indirect tax for the MSMEs. A graduated system of turnover tax
can be designed.
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•

Easier Access to Imported Inputs: MSMEs need access to imported
inputs at lower cost.

•

Public Expenditure to Augment Demand: Public expenditure directed
particularly towards the agricultural and the rural sector would raise the
purchasing power of the rural people. Since the demand structure of this
segment of the population is more oriented to local products, it would
stimulate SMEs.

•

Total Linkages: Selection of industries/projects that have maximum
forward and backward linkages. Iron and Steel Industry has max total
linkages. Similarly, infrastructure development entailing roads and highways
and railways etc. have large total linages. This would enable an eco-system
of large enterprises having linked MSMEs forward and rearward.

•

Integration GVC: Participation in GVCs provides MSMEs an
opportunity to achieve economies of scale, expand market share, and
increase productivity. MSMEs that invest in technology and those with
high labor productivity are more likely to be part of the GVC. These must
be incentivized.

•

Start Up Eco System: With its fast-growing population of 165 million people
with a very large young population (60% is below 30 years old) and a growing
web penetration; Bangladesh is an unexplored market full of opportunities
for innovative startups. Its startup ecosystem is nascent. Initiatives viz SD
Asia.co, Light Castle Partners, Sobji Bazaar need to be nurtured.

•

Access to Credit: Capital formation is the principal challenge for MSME
investors. As per Credit policy, commercial banks and other FIs are
required to disburse SME credit according to targets. This policy does
not address focused development of SMEs. Focus seems to be on credit
distribution rather than effective investment. There is predominance of
trade and other service activities as opposed to manufacturing amongst the
credit recipients. Need enhanced flow of credit to manufacturing SMEs.

Privatization of SoEs: Of the total 39 SoEs, 18 units are in full operation,
3 partially operating and 18 are fully closed now. All public sector enterprises
be surveyed comprehensively. Necessary steps including privatization need to
be taken for better utilisation. Handing over to BEZA / BEPZA is an option.
A standardized analytical framework of the financial performance indicators
across all the units is needed. (Khan 2017)

Effective Utilization of Land
•

Proper Utilisation of Unused SoEs’ Land: It is estimated that 257 new
industrial units can be set up on poorly utilised or unused lands of listed 39
SoEs under industries and textile ministries with the investment of about
Tk 50 billion. Re-allocation is needed. (Khan 2017)

•

Cluster Based Development (EZ & EPZ): Plan for creation of 100
EZs is a step in the right direction. However, creation of white elephants
must be guarded against. Management of EZs should be privatized as
well.

•

Land Acquisition: There is a need to bringing digitization of record
keeping and reduce corruption in the process. Equity stake for land owners
in business could also be examined.

Capital Formation
•

Specialized Bank. A specialized Industrial Development Bank

•

Venture Capital Financing. There is a need to promote venture
capital financing of startups and MSMEs by banks and other Financial
Institutions.

•

Export – Import Bank (EXIM) Bank. EXIM bank is operating like
commercial bank; be restructured into a specialist Bank on lines of Indian
EXIM Bank and given mandate to be both a catalyst and a key player in the
promotion of foreign trade and investment. It could also extend oversees
LoCs
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•

Financial Sector Reforms
▪▪ Taxation System: Only 1.17 % of population is registered for
income tax and less than 1.0 % actually pays tax. VAT is one of the
largest taxes in the country accounting for 65 % of tax revenue. Only
13 % of the businesses are registered under VAT. Need to enlarge
direct and indirect tax base to enable government revenue generation.
Widely considered to be one of the efficient taxation systems, VAT, if
introduced in place of more narrowly based indirect taxes, can lead to
significant efficiency gains. (J. Ahmed 2017)
▪▪ Reduce Corporate Tax: Ccorporate tax in Bangladesh ranges
from 25 to 35 per cent, among the highest in today’s world. To
make businesses globally competitive, the world economies are
now lowering tax rates to the extent feasible. US recently reduced
corporate taxes from 35 per cent to 15 per cent. In UK it is below
20 per cent. India brought it below 23 per cent. In many EU, taxes
are below 30 per cent. In Malaysia and Singapore, tax on business
profits is much below Bangladesh. Old paradigm that higher tax rates
bring in more revenue income for the government is being shunned.
Bangladesh’s problem is widespread tax avoidance and evasion which
can be handled in a better way by asking the taxpayers to pay at lower
rates. (Ahmed 2017), (J. Ahmed 2017)
▪▪ Capital Flight: CPD in a recent study said investment in the country
remains sluggish on one hand and, on the other; a large amount of
capital is siphoned off, mainly through mis-invoicing. Latest amount
of capital flight is higher than the net foreign aid, it said. GFI estimated
$6.0 to $9.0 billion siphoned away from Bangladesh in 2014 via IFF.
IFF is mainly an offshoot of rigid import and exchange controls that
do not recognise the needs, even the genuine ones, for sending foreign
exchange from official sources. There is a need to amend foreign
exchange law to ease exchange control. (Ali 2017)

Skill and Entrepreneurship Development: Urgent need to address the
national deficit in Entrepreneurship, skill development of workers including
managerial skills. Entrepreneurship and economic development are intimately
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related. Need to institutionalize Entrepreneurship training. To develop skill
sets amongst workers, TVET needs to be revamped. Institutional capacity to
impart TVET be strengthened. Close association of potential employers in
developing the right curriculum would be important. India’s Industrial Training
Institutes, which are managed by Institute Management Committees (IMCs)
comprising of local industry representatives, is an example.
Setting up of additional BITs and their better management should be primary
concern of the Government. Premier technology and management institutions
must be set up by the Government. Vacancies in Indian IITs / IIMs could be
sought as bilateral cooperation.
Improve Investment: Address policy-induced constraints, structural
constraints and constraints rising out of poor business support services and
weak governance. Government will have to be to establish investment-friendly
law and order situation, supportive legal and regulatory framework and
appropriate macroeconomic policies. These will need to be complemented by
prioritized public investment designed to ease various structural bottlenecks
pertaining to physical and infrastructural facilities. Quality of governance
will have to be improved to ensure reliable supply of basic services on which
honest and efficient businesses depend. Some recommendations:
•

Decreasing number of permissions / registrations / licenses with a
predetermined time frame / one stop investment requirement services.

•

Ensuring hassle free and in time delivery of industrial utilities like
Electricity, Gas and water etc.

•

Special investment attraction drive with specific project proposals to attract
local and foreign investment.

•

Entrepreneurship promotion by BIDA and business forum.

•

Developing infrastructure as per requirement of tomorrow’s business.

•

Developing sector specific demand driven skilled manpower.

97

•

Branding of products albeit costly proposition will have positive impact
on business earnings in log run. Government need to encourage foreign
investment and forward business linkages in retail chain in this regard.

Recommendation
Following may be recommended:
•

For the development of micro, small, and medium enterprises and cottage
industries Chapter 5 of the National Industrial Policy of 2016 has given
specific emphasis. Recommendation related to SME:
▪▪ Provision of collateral-free, single-digit SME loans (15 percent quota
for women entrepreneurs taking SME loans).
▪▪ Refinancing of SMEs for scaling up and cluster-based SME
development.
▪▪ A continuous training for capacity building of SME entrepreneurs.
▪▪ Special drive to increase market access and market linkage of SME
products.
▪▪ Special incentives for procuring environment friendly and productive
machineries.
▪▪ Priorities should give for export oriented SMEs to get fiscal and nonfiscal incentives.
▪▪ Continuously update Upazilla level map for small, medium and micro
enterprises to identify cluster. Issue ID for MSMEs so that right kind
of Incentive reaches to them.
▪▪ Overall, development of MSMEs should promote ‘vertical expansion’
of enterprises along with existing strategies for ‘horizontal expansion’.
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▪▪ The tax structure should remain stable for few years so that the
investors can plan ahead .This will also promote diversification.
•

Introduction of Package Incentive: This may include Technical support
(Technical men and technology) unique source of raw material, Working
capital and scope for money required for scaling up.

•

Bangladesh should go aggressive in borrowing capitally cheap funds from
abroad, as the country’s foreign debt to the GDP ratio came down to 13 in
2015 fiscal year and now it is below 12 percent.

•

The government need to improve its administrative and management
capacity, promote local governance, tackle corruption, enhance justice for
poor and also improve security and public order to protect private property
rights. At the same more emphasis should be given on e-governance.

•

To attained relatively higher levels of operational and economic
performance of two seaports, Bangladesh should adopt landlord model
like other country of Indian subcontinent through reforms and private
investment.

•

Tax imposed on raw materials should not be more than the finished goods.
Otherwise cost of the products will be more than the expectation.

•

There should be a mechanism by which the investor should receive the
specified incentive in selected sector.

•

Empower BIDA: BIDA Act 2016 was passed in parliament in July last year
creating BIDA by merging of BoI and PC. A new legislation proposing onestop service to boost investment has recently got the cabinet’s approval.
The alignment of such laws and regulations is needed to make it legally
binding for other ministries and departments to recognise the regulating
authority of the BIDA. It should be the lead agency with BEPZA; BEZA,
Skill Development Authority under ambit of BIDA.
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Conclusion
Bangladesh economy continues to do well. Sustained macro stability,
disinflation, rising reserves and declining interest rates play an important role
in stabilizing the economy. But the weak private investment rates continue to
be a concern. Bangladesh needs to prioritize its private sector for driving its
economic growth. The private sector needs government’s support, especially
budgetary support for industrial growth. Reduction of high finance charges
and abnormally high corporate tax and simplification of the procedures of
setting up private sector industries and borrowing money from banks and
financial institutions can act as a strong catalyst for the growth of the private
sector.
Gross domestic product (GDP) growth declining from 1.5 percentage point to
1.3 percentage point stagnating private investment remains a concern. Other
challenges to the economy include: decline in agricultural growth, appreciation
in Real Effective Exchange Rates, a struggling banking sector with weak
governance in state banks coupled with slow pace and quality of development
spending. Progress on export product and market diversification remains
slow. There is also excessive dependence on the Gulf Cooperation of Council
(GCC) for remittance inflows.
Bottlenecks in infrastructure, energy and transport are the major challenges.
The 7th Five Year Plan estimates about US$ 410 billion financing, twice the
size of GDP needed for developing the country’s infrastructure. Private sector
participation can help address part of the infrastructure gap, but the country
needs substantial public sector funding for investments in transport, river
management.
Industrial promotion agencies of a country have a great role to play with.
But if any organisation is tagged with a set of predetermined approaches,
they may not be capable to face newly-emerging challenges and needs of the
sectors. Therefore, such institutions shall have a live, flexible set of targets
to undertake newer approaches and interventions as and when required for
promoting and development of the industries of that particular country. We
must remember that effectiveness of the output and usefulness of the result
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of an organisation depend upon its approaches to designing, implementing
and delivering their services to the clients. Appropriate methodology selection
shall get highest priority before devising any strategy, undertaking interventions
and implementing the plans. Only than the vision 2041 will be realized.
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KEYNOTE PAPER: GROUP-C
FOREIGN DIRECT INVESTMENT IN
BANGLADESH: CHALLENGES AND PROSPECTS
FOR REALIZATION OF VISION 2041
Introduction
The International Monetary Fund Balance of Payments and Investment Position
Manual defines direct investment as a category of cross-border investment
associated with a resident in one economy having control or a significant
degree of influence on the management of an enterprise that is resident in
another economy. Acquisition of 10 percent or more of the ordinary shares
of voting stock is the IMF recommended criterion to determine the existence
of a direct investment relationship and is usually expressed in U.S. dollars. It is
made up of equity, reinvestment of earnings, and other capital. (International
Monetary Fund, 2009). This paper will adopt the more popular use of Foreign
Direct Investment (FDI) to connote direct investment as defined by the IMF
Manual.
After independence in 1971, Bangladesh had a largely agrarian population
which was mostly illiterate and faced a difficult task of development. The
country was in dire need of capital to begin the process of nation building. At
the time, the “cold war” politics perhaps informed the Government’s reluctance
towards accepting foreign investments, which was therefore discouraged. As a
result, foreign investment inflow to Bangladesh till 1980 was insignificant. (MJ,
2015). However, Bangladesh later began to allow FDI into the country that
helped to grow the economy which led to a steady and rapid increase in Gross
Domestic Product (GDP) over the years.
FDI as means of capital accumulation has been a key driver of economic
growth for many developing countries and Bangladesh is no exception.
Bangladesh’s investment share of GDP has doubled from 14.4 per cent of
GDP in 1980 to 28.9 per cent of GDP in 2015. Most of this increase has been
driven by gains in private investment and remittance from citizens abroad.
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With respect to its Asian neighbours, Bangladesh has a higher investment rate
compared to Pakistan and Nepal but lags behind much larger countries like
China and India (Sinha, 2017). These achievements are evidence of effective
implementation of the sequence of Five-Year Plans by the Government of
Bangladesh to ultimately become a developed nation by 2041.
Notwithstanding, the 2016 report from the Bank of Bangladesh in Table 1,
indicates that about 70% of FDI inflows consist of reinvested capital (Statistic
Department, Bangladesh Bank, 2016). This means that the volume of FDI
inflow is predominantly from profits and not fresh investments. This trend
could negatively affect the country’s economic growth rate and have negative
connotations on the rate of development and capacity to become a developed
nation by 2041. This paper would therefore examine the inflow of FDI into
Bangladesh and determine strategies to increase its rate in order to achieve
Vision 2041 and the national security of Bangladesh.
Figure 1. Breakdown of Fdi Inflow into Bangladesh (1996-2016)
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Source: Statistics Department, Bangladesh Bank, 2016 FDI Report

Aim
The aim of this paper is to analyze FDI inflow into Bangladesh with a view to
making recommendations towards achieving Vision 2041.
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Scope
The paper shall cover the following topics:
•

Significance of FDI to economic development.

•

Current state of FDI in Bangladesh.

•

Challenges in attracting FDI into Bangladesh.

•

Prospects of increasing the rate of FDI into Bangladesh.

Significance of Foreign Direct Investment to Economic
Development
To augment domestic capital and increase the rate of economic growth,
developing economies often seek foreign capital inflows. Foreign capital
sources for an economy include Official Flows and Commercial Loans,
Portfolio Investment and FDI. Official Flows include loans and grants from
governments and international organizations like the World Bank. Such
resources are usually project specific. Where they are not specific, their volume
is not enough to significantly influence the economy. On the other hand,
portfolio investments consist of only owning of equity in enterprises, has
less interest in control or decision making and are generally considered to be
short term. The flexibility of financial markets give portfolio investments the
potential to affect share price volatility and provide a rapid means of capital
withdrawal which can negatively affect the host economy. In contrast to other
forms of international capital, FDI establishes a long term interest or effective
management control over an enterprise. The long term interest typically involves
establishing manufacturing facilities and other organizations associated with
the productive processes of the enterprise. FDI can be characterized as greenfield investments when a new enterprise is being established by constructing
new facilities either independently, in a joint venture with another company or
through mergers and acquisitions. Brown field investments cover acquisitions
of existing facilities. FDI may contribute to intellectual property, technology as
well as management and marketing skills. Furthermore, enterprises in a direct
investment relationship are more likely to trade with and finance each other
(Nunnenkamp, 2002).
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FDI can also be categorized under resource-seeking, market-seeking and
efficiency-seeking investments. Resource-seeking FDI is motivated by the
availability of natural resources in host countries. Resource-seeking FDI may
no longer be the preferred mode of drawing on natural resources due to general
market liberalization as a result of globalization. Market-seeking investments
enable investors penetrate local markets or circumvent import barriers with
the size and growth of host country markets being among the important
determinants. The possible decline of market-seeking FDI is largely restricted
to manufacturing while the services sector is rising as most services are not
tradable across borders. Market-seeking FDI decline can be counteracted by
regional integration which increases market size. Efficiency-seeking FDI is
motivated by cost reducing factors and would likely remain the most important
type of FDI. Accordingly, future FDI inflow would probably be increasingly
determined by cheaper skilled labour, availability of infrastructure, proximity
to markets and ease of doing business.
FDI can also promote monopoly, generate excessive outward remittances and
negatively affect the host economy’s balance of payment as well as promote
“round tripping” of foreign exchange. Studies by various economists argue
for and against FDI as a major part of development for Least Developed
Countries (LDCs). Recent research tends to point to evidence that spill-over
benefits of FDI do exist but are not universal. They suggest that the diverse
results are due to divergences in levels of indigenous human resources, private
sector sophistication, economic competitiveness and host country policies
towards trade and investment. It can therefore be assumed that the success
of FDI induced development depends on FDI type, macroeconomic indices
of the host country and ability of the government to implement necessary
policies. This underscores the importance of LDC governments in formulating
and administering appropriate FDI policies that would guaranty the effective
development of their countries.
When seeking FDI, measures like liberalisation of the financial industry, easy
access to infrastructure and benign tax regulations tend to be effective in
creating an environment that stimulates inflows. Nonetheless, these measures
should be complemented with other reforms that would make the host
economy maximize opportunities to develop in a mutually beneficial way for
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sustainability. A conducive economic environment attracts foreign investors
and is determined by factors such as efficiency of legal framework, ease of
starting and operating businesses, minimal bureaucracy and sense of equitable
participation of the private sector. To make FDI induce development in the
host economy, it needs to form backward linkages to smaller industries that
would provide raw and intermediate goods and services for the major TransNational Corporations (TNCs). These value chain linkages increase efficiency
by reducing production costs of TNCs through shorter logistics supply chains.
The resulting efficiency would improve competitiveness while integrating the
host economy’s industries into the Global Value Chain (GVC) in a mutually
beneficial manner that promotes sustainability.
In general, the host economy needs to create domestic assets and processes to
be competitive and attract international factors of production. Policies to create
domestic assets range from human capacity-building to efficient businessrelated services. Fiscal and financial incentives are likely to have limited success
in attracting FDI if economic fundamentals are not conducive or discriminate
against local firms. Developing countries need to create the capacity to sustain
the production requirements of prospective foreign investors. Developing
these capacities is necessary for Bangladesh to become a developed country in
the year 2041 which would also contribute to its national security.

Current State of Foreign Direct Investment in Bangladesh
To meet its aspiration of becoming a developed country by 2041, Bangladesh
needs to improve its already phenomenal GDP growth of over 6% in the last
10 years. The country therefore requires resources to accelerate development
beyond the capacity of its current national savings. A means of increasing
capital to achieve accelerated economic growth is by attracting even more FDI.
Bangladesh opened its economy to FDI with the enactment of the Foreign
Investment Act in 1980, which provided for protection and equitable treatment
of foreign investment, prevented nationalisation without compensation, as
well as repatriation of invested capital and profits. The Bangladesh Export
Processing Zone Authority Act passed in 1980, enabled the establishment
of 8 Export Processing Zones. The Government of Bangladesh established
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the Board of Investment (BOI) as the country’s highest investment policy
making body in January 1989. It was mandated to encourage investment in
the private sector and provide facilities and assistance in the establishment of
industries to accelerate the industrial development of the country. The BOI
has a governing board which is chaired by the Honourable Prime Minister with
17 members, 2 of whom are from the private sector. The Board delegates its
routine operation to a 7 member Executive Council headed by a Chairman.
The Council became the Bangladesh Investment Development Authority
(BIDA) by an Act on 01 August 2016.
Other reforms include full foreign ownership of investment projects and
extended EPZ privileges to all export-oriented projects. All sectors of the
economy were open to foreign investment excluding strategic sectors like
air and sea port operation, railway and freight transportation, electricity
transmission and distribution which are dominated by public enterprises.
Foreign investors can register with the Board of Investment, the Bangladesh
Export Processing Zones Authority (BEPZA) and the Bangladesh Small and
Cottage Industries Corporation (BSCIC) which were established specifically
to promote investment. Registered investors have access to “one stop” service
for infrastructure and institutional support services, including pre-investment
counselling, electricity, gas, water, sewage connection and telecommunication
facilities. Foreign investors also have tax holidays, accelerated depreciation
allowances, concessional duties on imported machinery and other measures,
as contained in the Industrial Policy 1999 and 2005. Bangladesh is a party to
bilateral agreements for avoidance of double taxation as well as the promotion
and protection of investment with many countries. (Athukorala, 2013).
Intellectual Property rights and protection for patents, designs, trademarks
and copyrights are upheld in Bangladesh as a signatory to the Multilateral
Investment Guarantee Agency (MIGA) of the World Bank Group, Overseas
Private Investment Corporation (OPIC) of USA and the International Centre
for Settlement of Investment Disputes (ICSID). Bangladesh is also a member
of the World Association of Investment Promotion Agencies (WAIPA), World
Intellectual Property Organization (WIPO) and World Trade Organization
(WTO). (Board of Investment, 2010)
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Table 1: FDI Inflow into Bangladesh (1996 – 2016)
Fiscal Year

Equity
Capital

Reinvested
Earnings

1996 -1997
1997 - 1998
1998 - 1999
1999 - 2000
2000 - 2001
2001 -2002
2002 - 2003
2003 - 2004
2004 - 2005
2005 - 2006
2006 - 2007
2007 - 2008
2008 - 2009
2009 - 2010
2010 - 2011
2011 - 2012
2012 - 2013
2013 - 2014

136.71
349.02
195.54
152.98
372.27
230.11
163.98
111.23
361.14
447.22
464.5
545.69
535.42
515.14
249.95
454.1
761.03
233.84

151.27
181.31
120.71
80.71
81
84.66
164.97
161.38
297.11
198.64
281
197.71
336.61
331.1
445.19
542.35
645.64
795.78

Intra
Company
Loans
78.87
72.97
77.85
149.53
110.66
86.16
50.23
11.55
145.53
98.75
47.24
25.29
88.56
66.78
83.9
198.43
323.96
450.72

Total
Inflows
366.85
603.3
394.1
383.22
563.93
400.93
379.18
284.16
803.78
744.61
792.74
768.69
960.59
913.02
779.04
1194.88
1730.63
1480.34

2014 - 2015
528.03
1141.34
164.5
1833.87
2015 - 2016
505.55
1154.45
343.53
2003.53
Source: Statistics Department, Bangladesh Bank, 2016 FDI Report
The Government of Bangladesh has created a regime that is very attractive
to foreign business interests to promote the inflow of FDI. The trend of
FDI inflow had very humble beginnings in the early post-independence years,
but steadily increased through the 1980s into the 1990s. In 1977, FDI inflow
was as low as USD 7 million while in 2008, it went as high as USD 768.69
million showing it had multiplied about 124 times. In 2009 it rose to around
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USD 960.59 million. During the period from 1977 to 2010, an estimated USD
8,359.1 million worth of FDI came into the country (Survey Report, Statistics
Department, Bangladesh Bank). Bangladesh later attracted 1194.88 million
USD worth of FDI in 2012, a leap of about 53.4 per cent from the previous
year which happened in spite of the global economic downturn and might have
contributed to raising the country’s position to 114 from 119 among the 141
nations in the World Investment Report (WIR). In subsequent inflows from
2013, Bangladesh recorded a general rise in FDI inflow from USD 1,480.34
million to about USD 2,003.53 million in 2016.
In view of globalization and the rapid movement of capital to areas of profit
opportunity, measures to increase confidence of potential investors in host
economies has become the trend for developing nations to bring in FDI for
economic growth. A distinction would be made separating policies that attract
FDI which are reflected in major macroeconomic indicators like GDP and
investment incentive regimes, from the more subtle measures which make
doing business easier and help retain foreign investors. The 2 categories
are necessary to attract and retain FDI for development with the former
representing external macroeconomic indices and the latter showing internal
economic competitive indicators requiring keener enquiry to unravel. Their
combined effects can be better appreciated with an analysis of the level of
performance in attracting FDI into Bangladesh.
Figure 2: Fdi Inflow into Bangladesh (1996 – 2016)
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As shown in Figure 2, FDI inflow into Bangladesh had a generally increasing
trend. However, the momentum appears to be reducing and comprises 70%
reinvested funds in 2016 which does not meet the level desired to sustain an
annual economic growth rate above 6%. This creates vulnerabilities of the
economy and constitutes a threat to attaining the development objective of
becoming a developed nation by 2041. To improve upon this performance,
more FDI needs to be brought in. Despite efforts expended in inducing FDI
inflow, the desired effects do not appear to be forthcoming. A comparison of
FDI inflow of Bangladesh with that of other South Asian countries as depicted
in Table 2, shows that Bangladesh ranks 3rd in the volume of FDI inflow
ranking which appears encouraging. Nevertheless, when FDI is expressed
as a percentage of GDP which compares the relative size on the respective
economies as depicted in Table 3, the almost stagnant growth becomes more
perceptible. This shows that Bangladesh needs to improve its FDI inflow
performance to help attain Vision 2041.
Table 2: Ranking of The Saarc Countries’ Fdi Inflow
Total Fdi Inflow Share if Regional
Country
(2004 – 2013)
Fdi Inflow
Afghanistan
1512.46
0.49%
Bangladesh
9492.36
3.12%
Bhutan
281.65
0.09%
India
257890.05
84.86%
Maldives
1775.21
0.58%
Nepal
388.67
0.12%
Pakistan
26472
8.71%
Sri Lanka
6059.99
1.99%
Grand Total
303872.39
100%

Ranking
6th
3rd
8th
1st
5th
7th
2nd
4th

Source: Global Journal of Management and Business Research: Finance
Volume 15, Issue 8, Version 1.0, Year 2015, p15.
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Table 3: Fdi Inflows in Percentage of Respective Saarc Countries’ Gdp (%
of Gdp)
Country/Year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Afghanistan
3.5 4.3 3.4 1.9 0.9 1.7 0.5 0.5 0.5 0.3
Bangladesh
0.7 1.1 1.0 0.8 1.1 0.8 0.7 0.9 1.1 1.0
Bhutan
1.3 0.8 0.7 6.2 0.2 1.4 4.7 1.7 1.3 2.8
India
0.8 0.9 2.1 2.0 3.5 2.6 1.6 2.0 1.3 1.5
Maldives
4.4 4.7 4.3 7.6 8.6 7.3 9.3 17.2 9.0 13.3
Nepal
0
0
-0.1 0.1 0
0.3 0.5 0.5 0.5 0.4
Pakistan
1.1 2.0 3.1 3.7 3.2 1.4 1.1 0.6 0.4 0.6
Sri Lanka
1.1 1.1 1.7 1.9 1.8 1.0 1.0 1.6 1.6 1.4
Source: Global Journal of Management and Business Research: Finance
Volume 15, Issue 8, Version 1.0, Year 2015, p16.

Challenges in Attracting Foreign Direct Investment into
Bangladesh
To identify areas that would enable the country achieve its FDI attraction
objectives, it is necessary to obtain the perception of Bangladesh as an
investment destination from other economies. The US State Department’s
2015 Report pointed out that “...Government policies are generally in favour
of increased economic growth, but are hampered by slow and incomplete
implementation issues involving the regulatory and rule of law environment”
(Department of State of the United States of America, 2015). In its guide
for new investors, the Netherlands observed that “Issues of governance and
the absence of implementing policies in general remains, however, a serious
impediment for attracting FDI and require constant attention ..... the energy
crunch is currently a crucial constraint to doing business in Bangladesh ....”
(Embassy of the Kingdom of the Netherlands, 2011). These statements from
some of the largest sources of FDI into Bangladesh specify areas that need
improvement. Other identified factors that limit the attraction of FDI include
bureaucratic interference, irregularities in processing papers, overlapping
administrative procedures, absence of a transparent system of formalities as
well as untimely implementation of processes. Furthermore, frequent power
failures, poor infrastructural support, labour unrest, political unrest, lack of
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professionals, lack of commitment on the part of local investors, unexpected
delays in selecting projects in studying feasibility and frequent changes in
policies on import duties were mentioned (Islam, 2014).
Figure 3 depicts a graphical assessment of the Bangladesh economy by the
World Economic Forum’s 2016 Competitiveness Report. The polygon
represents the economy and points of inflection identify weaknesses in their
relative score. It would be seen that the major weaknesses include institutions,
infrastructure, higher education and training, technological readiness, business
sophistication and innovation. Bangladesh was rated 106th out of 138
countries (World Economic Forum, 2016). Figure 4 graphically outlined major
problems of doing business in order of relative scale. The problems ranged
from inadequate infrastructure and corruption as the highest rated problems
while poor public health and inflation were lowest (World Economic Forum,
2016). The World Bank’s 2016 Report on “ease of doing business” rated
Bangladesh 174th among 189 countries (World Bank Group, 2016).
Figure 3: Economic Competitiveness of Bangladesh
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Figure 4: Challenges of Doing Business in Bangladesh
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Source: World Economic Forum Competitiveness Report 2016 - 2017
The number of observed challenges to FDI attraction and economic
competitiveness makes it difficult to prescribe a simple set of practicable measures
that would effectively curb the challenges. An analysis of the factors showed that
most of them represented different views of similar issues. These issues can
be generally grouped under 4 major aspects in perceived order of importance
namely excessive bureaucracy in governance, inadequate policy formulation and
implementation, insufficient skill development and lack of infrastructure.
Excessive Bureaucracy in Governance: The Government’s organizational
structure has an impact on its performance and effectiveness. The structure
should promote efficient separation of powers and inter-departmental synergy
to minimize duplication of functions. Imperfections in the organization of
governments give rise to bureaucratic impediments in its operations. Excessive
bureaucracy in turn results in unnecessary interference and ineffectiveness
in policy formulation and implementation as well as feedback mechanisms
to measure performance. These excesses and lack of observed boundaries
of authority encourage discretionary behaviour, discourages accountability
and transparency, thereby providing the perfect environment for illegal and
exploitative actions among officials. Such an environment would also have its
negative effects on legal processes in order to sustain the proceeds of unethical
systems. These defects in organization give rise to the many issues that are
reported as corruption, policy inconsistency, time wastage and a host of other
negative attributes associated with a lack of good governance.
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Inadequate Policy Formulation and Implementation: Government
policies have created probably the most noticeable environment in South Asia
to attract FDI into Bangladesh. However, judging from earlier observations,
it does not appear to be favourable for doing business. For example, the cost
and time delays for setting up businesses are quite high and could encourage
local businesses to remain in the alternative “informal private sector”, thereby
contributing less to the economy. While it is necessary to generate revenue
from taxes, excessively high rates would undermine entrepreneurship initiatives
and have negative long term consequences that are likely to outweigh short
term capital gains. Similarly, delays in dissemination and lack of information
to businesses, including policy implementation inconsistencies is debilitating
to market equity and creates artificial advantages which are exploited to engage
in corrupt practices. When strategy implementation is neither practical nor
in tune with long term policy objectives, they become counter-productive
and lead to wastage of resources. This is especially relevant when feed-back
channels become unproductive, leading to cyclic efforts on ineffective policy
implementation.
Insufficient Skill Development: Human resource is considered to be the
most important resource for any organization. In attracting FDI and improving
competiveness, the quality of skilled manpower remains a major determinant.
Skills remain a major factor of production. The requirement to train manpower,
especially for middle level and technical skill development to meet foreign
investor requirements might overtake savings made in the initial cost of labour.
In addition, building local Small and Medium Scale Enterprises (SMEs) to
support larger production investments from abroad would become very difficult
because of skill capacity gaps. This point is especially relevant to achieving full
benefits of FDI which can be measured by the number and health of SMEs
integrated into GVCs. Current skill improvement efforts are considered to be
insufficient to significantly increase FDI inflow in the short term.
Lack of Infrastructure: Infrastructure forms the physical base on which
industrial development can thrive. The availability of energy to drive industry,
transportation networks to move labour, goods and services, communication
facilities to disseminate information are necessary requirements of
industrialization. A deficit in infrastructural facilities greatly increases the
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cost of production and doing business, making it a significant determinant
of competitiveness. The requirement to improve competitiveness makes
infrastructure a necessity in improving the attraction of FDI into Bangladesh.
The lack of infrastructure is therefore considered to be another major
contributing factor to the diminishing rate of FDI into Bangladesh.

Prospects of Increasing the Rate of Foreign Direct Investment
into Bangladesh
Improving the rate of FDI into Bangladesh would depend on external and
internal factors. The external factors are determined mostly by the state of the
global economy and level of attractiveness of other competing economies for
FDI. Internal factors are determined by efforts towards the attraction of FDI
into Bangladesh and competitiveness of the economy. Bangladesh can do little
to control external factors but note existing trends and adjust its policies to
maximize opportunities. A measure of external prospects comes from the 2016
UNCTAD Report which states that, in 2015, global flows of FDI increased
by 40 per cent, to $1.8 trillion, the highest level since the global financial crisis
began in 2008. FDI to developing economies reached a new high of $765
billion, 9 per cent higher than in 2014. Developing Asia, with FDI inflows
surpassing $500 million, remained the largest FDI recipient region (UNCTAD,
2016). This indicates a possible trend of increasing FDI to Asian developing
making it necessary for Bangladesh to maximize competitiveness efforts to
boost economic growth.
Attracting FDI using incentives might have reached its maximum threshold
in Bangladesh. The World Economic Forum’s 2013 study of FDI states that
“Investment incentives .... distort markets, promote unhealthy competition,
and may divert resources and attention away from the hard decisions needed
to improve the business climate and necessary investments in upgrading skills.
... developing countries that become over-reliant on incentives to attract FDI
can adversely affect their own development.” (World Economic Forum, 2013)
It concluded that an enabling business environment is paramount to realizing
the economic benefits of FDI. This supports the view that Bangladesh ought
to concentrate on enhancing economic competiveness and rely much less
on incentives to attract FDI. According to the Organization for Economic

122

Co-operation and Development, “... measures available to host-country
authorities fall into three categories: improvements of the general
macroeconomic and institutional frameworks; creation of a regulatory
environment that is conducive to inward FDI; and upgrading of infrastructure,
technology and human competences to the level where the full potential
benefits of foreign corporate presence can be realized” (OECD, 2017, p. 7).
These options map closely to the observed challenges to attracting FDI into
Bangladesh regarding bureaucracy in governance, policy formulation and
implementation, skill development and infrastructure.
Organizational Restructuring: Excessive bureaucracy in Government
establishments is one of the major sources of ineffectiveness in governance.
The Government’s activities have an overriding effect on an economy.
Its organizational structure therefore needs to be modified in necessary
areas to make it more effective in increasing the competitiveness of the
economy. Specifically, responsibilities and authority of offices concerned with
investment need to be clearly defined and delineated to improve efficiency
and transparency. Redesigning organizational structures and outsourcing
of functions where technical skills are lacking and critical is necessary. The
private sector must be a major part of decision making bodies and processes
concerning foreign investment. Local businessmen and professionals should
dominate appointments in the BOI, BIDA and other investment related
organizations instead of bureaucrats. This would ensure that the Government
concentrates more on regulation while the “profit seeking and efficient” nature
of business drives investment activities as is done in developed economies.
Revamping Policy Formulation and Implementing Processes: Closely
connected to excessive bureaucracy is inadequate policy formulation and
implementation which comprises the real actions of the Government. The
direction, scope and design quality in policy formulation to a large extent
determine its effectiveness. Government policies for competitiveness need
to be business friendly, consistent, designed to address the peculiarity of the
environment and imbued with effective time-bound strategies to suit the nature
and speed of desired change. For example, lower taxes and other incentives
would ease the “business climate” for local entrepreneurs to participate
more actively. Furthermore, a well articulated feedback mechanisms on the
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effectiveness of policies need to be designed and implemented. It is also vital
to build back linkages from foreign investors to local companies to enable
the local entrepreneurs become part of GVCs. The back linkages should be
based on the economic advantages of Bangladesh to make it more effective
and sustainable. The back linkages are particularly important because their
sustainable development is a key driver of economic growth which is the
major objective of FDI.
Improve Skill Development: To emphasize the importance of skill
development, the OECD stated in a report that “GVCs have immensely
increased the potential for individuals and nations to benefit from globalization.
Workers in different parts of the world can now contribute to the production
of a single product, giving even small companies and countries unprecedented
opportunities to reach global market and create new jobs and generating
new gains in productivity that benefit the customers......” (OECD, 2017).
Considering its unskilled population, Bangladesh needs to prioritize the skill
development of its citizens to meet its backward linkage requirement within
the scheduled time of becoming a developed country in 2041. The education
policy could therefore aim at providing relevant skills for the future economy
of a developed country. This may be pursued by selecting an age bracket
above which education would be based more on vocational training to build
a skilled workforce in the short term for rapid industrialization. The younger
population’s education might be more deliberate in providing skills that would
be relevant to the economy of the future.
Increase Rate of Infrastructure Provision: Infrastructure enables the
efficient movement of goods and serves and drives industry, making it a vital
tool for development. In order to increase economic competitiveness, the pace
of infrastructure provision needs to be accelerated. In the light of dwindling
rate of FDI inflow, Bangladesh can focus on infrastructural linkages between
the EPZs, Economic Zones, air and sea port as well as proposed areas of
raw material inputs. These linkages should form part of anticipated regional
infrastructural development frameworks. Additionally, local business friendly
policies to encourage and enable entrepreneurs engage in PPP agreements for
infrastructural development need to be urgently implemented.
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Conclusion
Developing economies seek FDI because it can provide capital, access to
technologies, management know-how and an opportunity to become part of
GVCs. In addition to increasing national savings for faster development, FDI
can boost exports with positive effects on the host economy’s revenue base. FDI
can also destroy the local competition and generate excessive external liabilities.
Bangladesh has had a generally increasing trend of FDI inflow which has led
to an impressive GDP growth rate record. However, recent figures indicate an
undesirable rate of FDI inflow making it necessary to identify possible causes.
An appraisal of the perception of Bangladesh as an investment destination
summarized the challenges of attracting FDI under excessive bureaucracy in
governance, inadequate policy formulation and implementation, insufficient
skill development and lack of infrastructure.
Excessive bureaucracy could be minimized with clearly defined and delineated
responsibilities and authority to improve efficiency and transparency. Also,
redesigning organizational structures and outsourcing critical functions would
be needed. Improved competitiveness requires business friendly policies with
appropriate strategies and feedback mechanisms including dominance of
investment related organizations by professionals from the private sector. It
is also vital to build back linkages to enable the local entrepreneurs become
part of GVCs. Skill development to meet backward linkage requirement
could be pursued by concentrating on vocational training to build a skilled
workforce in the short term and educating the younger population for the
economy of the future. Rate of infrastructural provision can be improved by
giving priority to linkages between the EPZs, Economic zones, air and sea
ports as well as proposed areas of raw material inputs based on a regional
framework. Furthermore, local business friendly policies would encourage
PPP for infrastructural development. These steps would improve the inflow
of FDI into Bangladesh and assist in meeting the objectives of Vision 2041
and national security.
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Recommendations
It is recommended that the Government of Bangladesh should concentrate
efforts on enhancing economic competitiveness rather than incentives to
attract FDI. To increase economic competitiveness, the Government needs to:
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•

Redefine and delineate responsibilities to promote efficiency and
transparency in investment related organizations.

•

Outsource the redesign of organizational structures and specific functions
where technical skills are lacking in investment related organizations.

•

Dominate appointments in investment related organizations with
professionals from the private sector.

•

Promulgate more local business friendly policies with well articulated
feedback mechanisms to improve policy effectiveness.

•

Establish effective back linkages to local companies from foreign
enterprises to enable local entrepreneurs become part of Global Value
Chains.

•

Concentrate skill development on vocational training in the short term and
more relevant skills for the economy of the future in the long term.

•

Prioritize infrastructural development to link EPZs, Economic zones,
air and sea ports as well as areas of raw material inputs under a regional
framework.

•

Promulgate more effective business friendly policies to encourage
local entrepreneurs participate in PPP agreements for infrastructural
development.
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KEYNOTE PAPER: GROUP-D
WAY FORWARD TO BOLSTER INVESTMENT
FOR A DEVELOPED BANGLADESH BY 2041
Introduction
Since last decade or so, Bangladesh has been accomplishing remarkable success
in reducing poverty and accelerating economic growth, pulling the country
from lower income to lower middle-income country. Other than the five year
plan, in the recent past Bangladesh had been pursuing some long term vision
plan, the most famous one is the Vision 2021, given by the Honorable Prime
Minister to establish Bangladesh as a middle income country by 2021. This
was followed by Vision 2030 which aims in achieving zero poverty rate by
2030. Off late another long term vision has been set, Vision 2041- which
aspire to construct a sustainable economic order by which Bangladesh can
be developed country by 2041. It is not possible to describe with absolute
certainty the sort of place Bangladesh will be in 2041, but the long term nature
of strategic planning is such that choices and decisions made now, will directly
influence future outcomes. However, the vision of sustainable growth and
equity depends on how Bangladesh is going to manage its developmental
challenges. For materializing short term goals five year plan may be an effective
instrument. But for preparing a long term vision, development strategy and
economic endeavor need to be examined from different perspectives. This
process will have implications for the types of infrastructure that we may need
in the future, how we relate to our environment and how we adapt to the costs
of climate change. We must also consider interactions with regional and global
geopolitics.
Current governance structures were developed over few hundreds of years,
and this structure is suitable for a slow-changing and restricted world. But in
this era technology changes at exponential rates, governance tends to change
at linear rates. So we need to predict the global and domestic context of the
world in next thirty years. So, in order to make the “Vision-2041” successful
we need to understand changing scenario by the impact of technology on the
society and formulate a correct plan to suit the requirement.
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Any development program require a suitable and coherent investment plan for
any country. Materializing a long term development plan it is very important
to understand the present investment scenario in the country and apprehend
the dynamics of the local and foreign investment in Bangladesh and look for
the experience of the other emerging countries. In this key note paper first
of all we shall try to understand the domestic and global economic context
that will prevail in 2041. As there are three other key note papers presented
in this seminar, we shall only touch upon some salient points on the present
investment scenario in Bangladesh highlighting the experience of some chosen
country. At last we shall identify and analyze the key investment drivers and
then make an endeavor to suggest the way forward for bolstering investment
in Bangladesh to realize vision 2041.

Global and Domestic Context in 2041
New business models are emerging that play into the evolving needs of mass
people, and as such, traditional investment ideas are becoming more innovative.
The real big game changer is financial technology which will emerge as a very
interesting trend. One aspect of that is how the use of technology, big data
analysis, and sheer computing power can enhance the investment engine
being used by investment leaders. All around the world, energy efficiency will
continue to improve, and a greater share of demand to be met by cleaner fuels.
In part, these gains will be the result of governments and consumers seeking
to meet their demand for energy while also addressing the risks of climate
change.
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Figure 1: World Energy Outlook 2016

Price Waters Cooper published their report ‘The Long View How will the
global economic order change by 2050?’ in February 2017. They highlighted
the following important aspects:

Global Context
It is important to take a longer term view of global economic prospects that
looks beyond the short-term ups and downs of the economic and political cycle,
which are indeed very difficult to forecast. However the world in 2050 will be:
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•

World economy could more than double in size by 2050, assuming broadly
growth friendly policies and no major global civilization-threatening
catastrophes.

•

Emerging markets will continue to be the growth engine of the global
economy. By 2050, the E7 (Emerging Economy E7: China, India, Indonesia,
Brazil, Russia, Mexico and Turkey) economies could have increased their
share of world GDP from around 35% to almost 50%. China could be the

largest economy in the world, accounting for around 20% of world GDP
in 2050, with India in second place and Indonesia in fourth place (based
on GDP at PPPs).
•

Vietnam, India and Bangladesh will be three of the world’s fastest growing
economies over this period.

•

Emerging economies should make good progress towards closing this gap
by 2050. This will open up great opportunities for businesses prepared to
make long-term investments in these markets.

•

To realize this growth potential, emerging market governments need
to implement structural reforms to improve macroeconomic stability,
diversify their economies away from undue reliance on natural resources,
and develop more effective political and legal institutions.

Figure 2: Projected GDP Rankings (at PPPs)
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Figure 3: Projected Average Real GDP Growth p.a., 2016-2050
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Domestic Context
•

It is to be noted that, Bangladesh’s LDC graduation will be taking place.

•

Bangladesh will, however, continue to benefit from ongoing preferential
treatment as an LDC for an additional three years till 2027.

•

Challenges will need to be addressed, and opportunities harnessed,
consequent to Bangladesh’s LDC graduation. Therefore, the need of
preparing a smooth graduation strategy cannot be overemphasized

Challenges for Policymakers
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•

Projections reveal the considerable long-run economic potential of
emerging economies, but realizing this potential will require governments
to implement growth-friendly policies that attract businesses, investment
and talent.

•

Policy makers should look to revive stagnating global trade growth,
engaging in global markets, sharing best practice, and supporting the fluid
movement of goods, services and people around the world.

•

In the face of rising inequality in many economies, governments also need
to ensure the benefits of growth are shared more broadly across society. In
particular, they need to support education and life-long learning to create
vibrant and dynamic workforces, mitigating the impact of ageing populations.

•

Governments need to make concerted efforts to tackle climate change and
align growth with long-term environmental sustainability.

Investment Scenario in Bangladesh
Bangladesh due to her geographic location is having with thousand year’s
history in international trade, investment and business. Bangladesh is an
agricultural predominant country for its fertile plain lands and favorable climatic
condition. Current Share of FDI in different Sectors, Telecommunications
sector ropes in major foreign investment in the country, followed by oil and
gas sector. In FY 2012-13, contribution of agriculture, industry and the service
sector into GDP is about 13.09, 29% and 57.91% respectively. Contribution
of investment is about 15.76% at the same time. Bangladesh received USD
1599.16 Million Foreign Direct Investment (FDI) in 2013 when we have
exported about USD 30.71 billion and imported about USD 40.61 billion.
Therefore the contribution of investment into GDP and percentage of FDI
we received in the stated period is not satisfactory at all.
Economic Indicators: Bangladesh
GDP Growth Rate- 7.05%
GDP Per Capita Income- US$ 1466 (2015 -16)
Inflation Rate (Point to Point)- 5.65 (2015 - 2016)
Investment Contribution to GDP- 29.38% (2015 - 2016)
(Public: 07.60%, Private: 21.78%)
FDI Inflows- 2235.39 Million
Export- 31198.45 Million US$(FY 2015-16)
Import- 40685.00 Million US$(FY 2015-16)
Population-1,60,578,266
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Figure 4: Economic Indicators
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Investment by Local Entrepreneurs (Sectors for Investment)
Readymade Garment (RMG) is the prime mover of Bangladesh economy
along with remittance, and export of home textile, frozen food and shrimp,
agro-processing products, tea, vegetables, plastic products, pharmaceuticals,
electrical products etc. Other potential Bangladeshi sectors for investment
could be agro-based and agro-processing industry, skilled human resource
export, ship building, tourism, basic chemicals/dye and chemicals, ICT and
ICT based service, active pharmaceuticals ingredient industry and radio
pharmaceuticals industry, polymer industry, jute and jute products, leather and
leather products, hospital and clinic, light engineering industry, plastic industry,
furniture, energy efficient appliances, frozen and processed fish industry, tea
industry, home textiles, ceramics, toy, container service, warehouse, innovative
and import substitute industry, and cosmetics and toiletries etc.
FDI –Existing Strengths and Opportunities
We are trying to attract foreign investors here by stating that, Bangladesh
is located at a strategic point to reach into two largest market of the world
i.e. India and China. At the same time we have a large domestic market of
160 million people and our purchasing power parity is increasing day by day.
Bangladesh enjoys duty and quota free market access mainly in the EU, Japan,
Canada and Australian market. Bangladesh is offering a good number of fiscal
and non-fiscal incentives like, tax holidays five years in different slaves for first
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five years in Dhaka and Chittagong, seven years for other cities. For export
oriented industries duty free import of machinery and spare parts, bonded
ware house facility, up to 90% bank loan against LC, Permanent residence
facilities is available upon investment minimum USD 75000 and citizenship is
available for minimum USD 0.5 million investment. Repatriation facilities for
invested amount with earned profit, dividends while exit. A favorable budgetary
incentives is also available for the foreign investors here in Bangladesh.

Determinants of FDI: Bangladesh Perspectives
Size of the Market
There is a correlation between FDI and the size of the market (proxies by
the size of GDP) as well as some of its characteristics (for example, average
income levels and growth rates). In Bangladesh it is having a large markets but
received proportionately relatively small (below 1%) FDI flows.
Openness
A range of surveys suggests a widespread perception that `open’ economies
encourage more foreign investment. One indicator of openness is the relative
size of the export sector. Singh and Jun’s 1995 study indicates that exports,
particularly manufacturing exports, are a significant determinant of FDI flows
and that tests show that there is strong evidence that exports precede FDI
flows.
Privatization
Though privatization has attracted some foreign investment flows in recent
years (e.g. Nigeria in 1993 and Ghana in 1995), progress is still slow in the
majority of low- income countries, partly because the divestment of state
assets is a highly political issue.
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Labor Costs and Productivity
Empirical research has found relative labor costs to be statistically significant,
particularly for foreign investment in intensive-intensive industries and for
export- oriented subsidiaries. However, when the cost of labor is relatively
insignificant (when wage rates vary little from country to country), the skills
of the labor force are expected to have an impact on decisions about FDI
location.
Infrastructure
Infrastructure covers many dimensions, ranging from roads, ports, railways and
telecommunication systems to institutional development (e.g. accounting, legal
services, etc). Although telecommunications and airlines have attracted FDI
flows (e.g. to India and Pakistan), other more basic infrastructure such as road
building remains unattractive, reflecting both the low returns and high political
risks of such investments. Bad roads, delays in shipments of goods at ports
and unreliable means of communication have added to these disincentives
Political Risk
In general, so long as the foreign company is confident of being able to operate
profitably without undue risk to its capital and personnel, it will continue to
invest. Specific proxy variables (e.g. number of strikes and riots, work days lost,
etc.) have proved significant in some studies.
Incentives and Operating Conditions
Removing restrictions and providing good business operating conditions are
generally believed to have a positive effect. In China, the `open-door’ policy and
enhanced incentives for investing in the special economic zones contributed to
the initial influx of FDI.
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Figure 5: Determinants of FDI in Bangladesh.

Priority Sectors of FDI in Bangladesh
Barriers to FDI
•

Political Uncertainty: Unstable political situation is the prime barrier to
foreign direct investment in the country. There are instances that frequent
hartal, shutdown, and transportation blockade shied away investors to
other countries.

•

Lack of Infrastructure: Infrastructure is the platform of new investment.
Bangladesh sometime loses FDI it cannot convince foreign investors on
power, telecommunications, port, roads and highways, utility and other
facilities.

•

Corruption: Corruption plays as a major barrier to overseas investment.
Bangladesh’s corruption perception index discourages foreign investors.

•

Excessive Bureaucracy: Excessive bureaucracy leads to delay in taking
decision and providing service and also leave scope for corruption.
Many believe Tata and Asia Energy are going to be victim of excessive
bureaucracy and indecision in the government machinery.
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•

Image Crisis: All these political unpredictability, corruption, bureaucratic
bottlenecks natural calamity, and shortage of infrastructure earn
Bangladesh a bad name in world community. In spite of having cheap
labor, competitive business cost and lucrative incentives, the country often
falls victim to image crisis when it comes to FDI.

Investment Experience of Some Selected Countries
FDI Inflows and FDI Stocks of the “Next 11”
In 2005, in the Goldman Sachs “Global Economic Paper No: 134”, the authors
created the concept of the “Next 11” or N-11, economies that would “have
the scale and the trajectory to challenge the major economies in terms of
influence on the world economy (O’Neill et al., 2005).”
We call this larger developing-country set the Next Eleven (N-11), though
whether they will ‘emerge’ is still an open question for many. This group shows
broad representation by region and includes Bangladesh, Egypt, Indonesia,
Iran, Korea, Mexico, Nigeria, Pakistan, Philippines, Turkey, Vietnam (O’Neill
et al., 2005).
The N-11 exhibited wide variations in FDI inflows and per capita GDP
growth in 2015 (Table 1). Vietnam had the highest per capita GDP growth,
5.5 percent, and the highest FDU inflow, 6.1 percent. Bangladesh, which had
the second highest per capita GDP growth, 5.3 percent, had the fifth lowest
FDI inflow and the smallest overall stock of FDI.
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Table 1: Next 11 - FDI Stock, FDI Inflow and GDP Indicators 2015
FDI
FDI
GDP per GDP per
FDI Stock
Inflow
Country
Inflow
cap.
cap.
(bill. USD)
(% of
(bill. USD)
(USD) (%growth)
GDP)
Bangladesh
13
3.4
1.7%
1,212
5.3%
Egypt
94
6.9
2.1%
3,615
2.0%
Indonesia
225
20.1
2.3%
3,346
3.5%
Iran
45
2.1
0.5%
5,443
3.0%
South Korea
175
5.0
0.4%
27,222
2.2%
Mexico
420
32.9
2.9%
9,005
1.1%
Nigeria
90
3.1
0.6%
2,671
0.0%
Pakistan
32
1.0
0.4%
1,435
2.6%
Philippines
59
5.8
2.0%
2,904
4.3%
Turkey
145
17.1
2.4%
9,126
2.5%
Vietnam
103
11.8
6.1%
2,111
5.5%
Source: World Bank Databank (The World Bank, 2017)

Sectors Attracting the Most Investment - Vietnam versus
Bangladesh
According to the Economist Intelligence Unit, Vietnam remains a promising
destination for FDI. Factors contributing to Vietnam’s appeal to foreign
investors are its low labour costs, a relatively stable macroeconomic
environment, its openness to international trade and investment deals and signs
the government will continue to progress on its economic reform programme
(The Economist Intelligence Unit, 2017).Vietnam is also moving out of
low-tech, low-skill, low value-added manufacturing and into more advanced
manufacturing (The Economist Intelligence Unit, 2017).
Bangladesh has many of the same advantages as Vietnam but has attracted
barely one-tenth of the FDI and is not yet attracting higher tech, skill and
value-added manufacturing. What FDI Bangladesh has attracted has a bias
toward the primary sector and less emphasis on services (Table2).
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Table2: Top Sectors - FDI Inflow 2015
Region
Services Manufacturing Primary Unspecified
World
64%
27%
7%
2%
Developing
64%
27%
7%
2%
Economies
Developing Asia
70%
26%
2%
2%
Bangladesh
52%
29%
17%
2%
Sources: UNCTAD World Investment Report (United Nations Conference
on Trade and Development, 2016) and Bank of Bangladesh FDI Survey
(Statistics Department, Bangladesh Bank, 2016)
While the Economist Intelligence Unit believes that the prospects for export
diversification in Bangladesh is strong, this will depend on “incentives to
encourage investment” and infrastructure improvements (The Economist
Intelligence Unit, 2017).

Major Sources of Investment
The world’s top six sources of FDI are five developed economies plus China
and Hong Kong (Table 3).
Table 3: Top Six Sources of Investment - FDI Outflow 2015
Source
Billions (USD)
United States
300
Japan
129
China and Hong Kong
183
Netherlands
113
Ireland
102
Germany
94
Source: UNCTAD World Investment Report (United Nations Conference
on Trade and Development, 2016)
Which sectors do they invest in? In Bangladesh, the preferences of the top
five investors are not surprising. Companies that invest abroad play to their
strengths, investing in sectors where they have long experience or special
expertise. What is surprising is the concentration of 40 percent of FDI stock
in only four sectors (Table 4).
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Table 4: Top Five Investors - FDI Stocks in Bangladesh as of 2016
Source
Millions USD
Primary Sector
United States
3205
Gas & Oil (83%)
United Kingdom
1526
Banking (54%)
South Korea
1082
Textiles (67%)
Australia
914
Gas & Oil (99%)
Netherlands
743
Power (32%)
Source: Bank of Bangladesh FDI Survey (Statistics Department, Bangladesh
Bank, 2016)
Table 5: Top Five Investors - FDI Inflow to Bangladesh in 2016
Source
Millions USD
Primary Sector
United States
450
Gas & Oil (42%)
United Kingdom
307
Banking (52%)
South Korea
138
Textiles (81%)
Singapore
132
Services (58%)
Hong Kong
127
Textiles (70%)
Source: Bank of Bangladesh FDI Survey (Statistics Department, Bangladesh
Bank, 2016)

Turkey and Canada - Their Aspirations for 2041
Just as Bangladesh has a Vision 2041, Turkey has a vision for its economy in
the same year and influential Canadians are also thinking of 2041. Study of
Turkish and Canadian ambitions and how they intend to accomplish them
not only sheds light on Bangladesh’s ambitions but also may suggest ways and
means for Bangladesh.
Turkey intends to “cement itself as the 12th largest economy in the world by
2041 (pwc Turkey, 2012).” It plans to do so focusing on five industries that
“have the potential to become centres of excellence by 2041 including: Food
and beverage processing; Agricultural R&D and services; Alternative energy;
Automobile production and Tourism (pwc Turkey, 2012).” Turkey plans to do
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so by capitalizing “on a growing skilled labour force and favourable climate,
as well as geographical location at the crossroads of a number of wealthy
regions, all of which could be used to sustain long-term economic growth and
development (pwc Turkey, 2012).” Of interest in this vision is that four of the
five industries, except automobile manufacturing, are reasonable ambitions for
Bangladesh. Of the means to be exploited, while Bangladesh is not perhaps
at the crossroads of wealthy regions, it is certainly at the crossroads of rapidly
growing regions and only lacks a skilled labor force when compared to Turkey.
Canadians sees a future in which “growth for small and medium-sized
businesses over the next quarter-century will be propelled by economic
diversification away from traditional industries such as manufacturing” in which
employers “must also be able to attract highly qualified workers from overseas
(Atchison, 2016).” One expert predicts that Canada will “probably only make
things … that have a really high-tech component” combine with “providing
high-end services to people”; another predicts “that in the coming decades
most Canadians with postsecondary education will work in high-value service
industries such as telecommunications, health care, professional and financial
services, scientific research and IT (Atchison, 2016).” This has implications
for Bangladesh’s education system - to satisfy Canada’s anticipated demand
for highly qualified workers - and implies that Bangladesh can position itself
to absorb sunset industries as the Canadian economy becomes more postindustrial.

Way Forward to Bolster Investment
Factors Affecting Investment Climate
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•

Bangladesh is low in “Doing Business” index (173 out of 189). It scores
lower than its South Asian neighbors, India and Pakistan.

•

Bangladesh ranks 110 out of 148 countries in “Global Competitiveness”
report.

•

Bangladesh ranks 131 out of 178 countries in “Index for Economic
Freedom” for being “mostly unfree”.

•

Political ambiguity is the top-most concern of businesses.

•

Concerns are on to access to electricity, finance, high interest rate,
governance, unskilled labor and access to land.

•

It take 1442 days to enforce a contract, and financial cost of enforcement
is 67% of the claim. Whereas it takes 400 days in Vietnam, and 453 days in
China, and financial costs are 29% and 16% of claims respectively.

•

High cost of trade: it takes 28 days to export (costing $1281) and 33 days
to import (costing $1515), in contrast to 6 and 4 days respectively, for the
best performers.

Key Drivers of Investment
There are certain elements which act as the key drivers for attracting or
discouraging investment in a country. For Bangladesh we have identified some
key drivers of investment which are listed below:
•

Energy.

•

Connectivity and logistics.

•

Regional and global integration.

•

Access to serviced land for setting up industries.

•

Governance and Corruption.

•

Efficient Financial Sector which will Boost Investment and Growth.

•

Education and Human Resource Development and access to ICT

•

Increasing Export.

•

Foreign Direct Investment.

•

Forex Reserve Management Options.
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Analysis on the key Investment Drivers
Energy
Access to electricity in Bangladesh is still low. Availability and reliability of
power is a key concern of businesses with 28% of businesses considering
electricity as their top obstacle. Despite improvement in capacity, the gap
between demand and supply of power in growing. Increase in capacity is due
to short term contracts and investment in smaller quick rental power plants.
Investment in large power plants and private investment in this sector will
be important to government’s efforts to increase power generation. By 2030,
investment in the power sector to increase capacity to more than 30,000 MW
while also replacing many old plants, together with distribution network will
require about $60 billion in new investment. Investment in renewable energy is
also an imperative. In order to meet the present and future challenges, power
and gas facilities should be expanded and alternative sources of power should
be developed.
Connectivity and Logistics

148

•

For economic growth Bangladesh needs to improve connectivity in rural
areas. Rural urban connectivity hinders business climate and poverty
reduction.

•

RMG and many other potential export sectors are faced with increasing
competition and the continuous challenge of delivering exports on time.
Doubling of RMG exports by 2021, and sustaining high import growth
associated with domestic demand will be a huge logistical challenge for
Bangladesh.

•

Bangladesh needs to improve East-West connectivity, to improve market
access across major rivers. Completion of Padma Bridge would be a major
step in that direction.

•

Air transport is suffering from congestion and lack of capacity. Inadequate
cargo storage and handling capacity hides export of perishable products
(fruits, vegetables, fish, etc.)

•

Handling capacity expansion of the ports need to be expanded with
construction of new deep sea ports and modernization of handling
capacity of existing ports by increasing the role of private sector and
introducing competition.

•

Massive investment in transport and logistics infrastructure will be key to
achieving the growth and export objectives.

Regional and Global Integration
•

Promoting integration with Asia (fastest growing region) is vital, especially
for export diversification. Much of East Asian countries’ foreign trade is
intra-Asian.

•

Bangladesh’s cost advantage from low labor cost may not allow it to reap
the full benefit without regional integration.

•

Geo-economics and Balancing Priorities for Bangladesh: The greatest
developmental dilemma is that how Bangladesh is going to balance its geoeconomic priorities in the near future. Because the global great powersthe USA, China, India, Japan, Russia and others- are trying to invest and
cooperate in the infrastructure, transport, railway, power development,
port construction and energy based projects for fulfilling their geopolitical
and strategic ambitions. The recent politics regarding deep sea port
construction in Sonadia, Payra and Matarbari has also created a global
power rivalry where China’s ‘One Belt One Road’, USA’s ‘Asia Pivot’,
India’s ‘Cotton Route’ and Japan’s ‘Strategic Posture’- centering the Bay of
Bengal narrowly and the Indian Oceanic trade routes and strategic maritime
locations broadly- have created a decision making dilemma for Bangladesh
in order to initiate strategic cooperation with any of these powers.

Foreign Direct Investment
•

FDI has represented a small fraction of GDP and private investment in
Bangladesh. FDI inflow in 2015 reached to $1.7 billion (0.9% of GDP).
The average as percentage of GDP in LDCs is 25%, in Vietnam it is 51%,
and in South Asia 12%.
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•

FDI helps in augmenting the quality of investment. Export-oriented
FDI sources from India, China, Japan and Korea can enhance market
access and competitiveness. There needs to be well-serviced, well-located
industrial lands, increased transparency and enforced standards to attract
foreign firms.

Increasing Export
Although growing over time, the role of trade in Bangladesh economy is still
low. Vietnam’s annual export is $150 billion, 5 times more than Bangladesh.
30% of export ($45 billion) is electronics. Vietnam is an example for Bangladesh
to create a growth conducive environment, attract investment and project
openness by joining trade groups (like APEC and ASEAN).
•

Exploring New Markets
Bangladesh has not penetrated into growing markets, such as China,
India and broader Asia. Its export is mostly garments to EU and US.
Bangladesh’s merchandise export will be 52% higher and it can gain
$1.8 billion from integration with South Asia – East Asia. A functional
regional transit system (Bangladesh, Nepal, Bhutan, India and Myanmar)
will unlock real benefits. Building of Bangladeshi brand would be vital to
long-term export and investment.

•

Diversification of Products
Trade policy regime needs to encourage diversification. An incubating
environment for finding newer export product clusters, other than
RMG, is vital. Support to intermediate products, such as electronics,
must be extended. Example of Vietnam in electronics and Thailand in
automobiles is noteworthy. An aggressive policy to attract FDI is vital to
export diversification, transfer of technology and improving Bangladesh
brand by upgrading the product quality.
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Education and Human Resource Development and Access to ICT
Improving skills and literacy is vital growth and allow current products to be
more competitive. Around 50% of the labor force has secondary education.
Less than 1% of labor force has professional degrees such and engineering
and medicine. Bangladesh has a skilled-labor crisis. Taking advantage of the
working youth population will be vital. Bangladesh is passing through the
demographic dividend phase. It is going to last for another 30 years. We must
develop our work force to reap the demographic dividend as done by China
and Vietnam. Access to internet in education and human capital development
increases the output exponentially. There is a revolution going on in the
telecommunication infrastructure development of Bangladesh.
Access to Serviced Land for Setting up Industries
Lack of serviceable land for investment and industrialization is widely
recognized. 2010 Bangladesh Economic Zones Act targets to resolve the land
constraint. Although no new EZs are fully operational until now, with the
Prime Minister’s announcement for establishing 100 EZs across Bangladesh,
the initiative has regained momentum. The EZ initiative aims to welcome
investment from destinations such as China, India and Japan. In this regard,
the Government has already announced to establish EZs exclusively for
Japanese, Chinese and Indian investors. EZs will also be established by the
private sector. Seven private EZs are already under construction.
Financial Sector which will Boost Investment and Growth
It is widely understood that the high cost of fund in Bangladesh is primarily
attributable to the inefficiencies and inadequate risk management of our
financial institutions. The interest rate spread of private commercial banks
is more than 6%, compared with about 3% in most emerging economies.
Underdeveloped insurance, pension fund, and bond market have limited scope
for infrastructure financing from domestic sources, which is a major constraint
in infrastructure development.

151

Governance and Corruption
Now mal-governance and corruption have become major issues in political and
economic significance in developing countries like Bangladesh undermining
the state institutions, norms of democracy, ethical values, and justice and
jeopardizes sustainable development and the rule of law. The possibilities
of mal-governance and corruption within the administrative organs and
developmental partnerships could be major threats for Bangladesh’s
developmental dream.
Forex Reserve Management Options
Authorities need to implement a dynamic reserve management strategy
which carefully balances liquidity requirements, safety of capital and return
on investment while supporting economic development and growth. Given
multiple objectives, authorities need to establish how much reserves, above
three-month import cover, should be held as buffer against external shocks
(precautionary reserves). Investment using precautionary reserves should be
in highly liquid instruments, while excess reserves can be deployed in longerterm - and potentially less liquid - projects. BB should utilize excess reserves
to expand its ongoing Selective Easing Programme. In this regard, the fundsize of the following projects could be increased: Green initiatives, export
promotion activities, environmentally responsible investments, promoting
women entrepreneurship, skill-building ventures and supporting small and
medium enterprises.

Way Forward
Having a thorough analysis on the key drivers of investment let us understand the
short term measures which are being pursued for reaping the benefits from those.
On the other hand we also scrutinize the existing limitations within these key
drivers and suggested some midterm and long term measures to overcome those
to attract the investment for a long term sustainable development of Bangladesh.
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Short Term Plan and Insight of the 7th Plan Targets in Investment
•

One of the main objectives of the 7th FYP is to gradually move towards
a manufacturing-based economy. To create more employment, improving
standard of living, manufacturing and services will get importance. The
contribution of agriculture to the GDP will be brought down to 12.99 per
cent in 2020 from 16.1 per cent in 2014. The industries share will increase
from 27.6 per cent to 33 per cent in 2020, while that of the service sector
will drop to 54.1 per cent from the existing 56.3 per cent.

•

Some big projects like the Padma Bridge, Dhaka elevated expressway, 826
km new rail track, Rooppur nuclear plant, Payra sea port etc are planned
during this plan period giving a boost to the infrastructural development.
One of the important infrastructural developments will be in electricity
production sector, target of which will be 12, 584 MW (61 per cent from
the public sector and 39 per cent from the private sector). With this, a
number of flyovers, roads and highways have been planned. It is hoped
that a significant development in this sector will happen during the 7th
FYP period.

•

The target for new employment has been set at 12.9 million, although
9.9 million new people will be added to the workforce during this period.
Export target is $55.1 billion and remittance is $25.39 billion. In achieving
these targets, confidence among the business community should be
attained so that investment increases.

•

Re-thinking of policies is important to switch over from low productivity
traditional sector to high productivity in the modern sector- and how to
gain from high productivity sector.

•

Investment is one of the crucial areas; recent trend of investment from
private sector is not very promising. Efficiency issues are well discussed
and agreed that in all respects efficiencies should be increased.

In the 7th FYP, 14.2 per cent tax-GDP ratio has been targeted which was 10.8
per cent in the year 2015. For achieving this additional growth, policies need
adequate care. Capacities of the private sector would need to be increased in a
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sustainable manner to bear this burden and economic diversification is one of
the crucial agenda for achieving this target.
Macro Indicator
FY15 FY16 FY17 FY18 FY19 FY20
Growth GDP (%)
6.5
7.0
7.2
7.4
7.6
8.0
CPI Inflation (%)
6.4
6.2
6
5.8
5.7
5.5
Gross Domestic Investment
27.6 30.1 31.0 31.8 32.7 34.4
(as % of GDP
Private investment (as % of
22.1 23.7 23.9 24.4 25.1 26.6
GDP)
Public Investment (as % of
5.6
6.4
7.1
7.4
7.6
7.8
GDP)
National Savings
27.1 29.1 29.7 30.2 30.7 32.1
(as % of GDP)
Consumption (as% of GDP) 79.9 77.5 76.7 75.9 75.1 73.5
Analysis
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•

The major objective is spur growth to 8% and reach investment level of
34% by FY20.

•

Private investment is expected to reach 26.6% from current 22%.

•

FDI is expected to reach 3% of GDP ($9.9 billion) from current 1% ($1.7
billion).

•

Export target is expected to rise from current $30 billion to $54 billion in
FY20, which is in line with the targeted doubling of exports by 2021.

•

Share of manufacturing in GDP is expected to grow further to 25%.

Limitation of the Key Drivers and Mid Term and Long
Term Measures to Overcome
Limitations
Communication
Infrastructure:
1. A road network of
relatively poor quality and
poorly managed facilities.

Plans for Overcoming Limitations
Mid Term: Enforcing an infrastructure policy
with emphasis on transport connectivity,
multimodal economic corridors balanced among
different modes (road, rail and inland waterways)
and deep sea ports backing it up with larger
investments; and mobilizing resources through
Public-private partnership (PPP) for greater use
of ICT in transport management.

2. Incomplete domestic
and regional connectivity
and no attention to Long Term: Continuation of the above strategy
establishing multimodal with added emphasis on elevated expressways,
economic corridors.
increased number of lanes, high speed electric
3. Neglect of rail and railway, high speed inland and coastal waterways
waterways, the lack of transport, mass transport, logistics development,
trade orientation of the application of ICT for transport management,
air transport much of it outsourced to the
transport network.
private sector for investment and operation and
maintenance (O & M) fully equipped to handle
cross border and transit traffic (long and short
distance).
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Limitations
Energy:
1. Supply is unreliable and
lags behind demand.
2. Per capita consumption
is one of the lowest in the
world.
3. Wholesale wastage
of energy because of
poor energy efficiency
awareness
(policy,
technological choices, and
policy support).

Plans for Overcoming Limitations
Mid Term: Implementing an energy policy for
larger investments in gas exploration and clean
coal based energy, renewable energy as well
as energy efficiency ensuring a minimum of
30,000-40,000 MW by 2030; establish national
energy efficiency; promoting Independent
Power Production (IPP) with an eye on cost
implications; establish micro-grids with newer
storage options and efficient lighting and other
appliance; liberalizing tariff with necessary
regulation; supporting the development of
regional power grid facilitating energy exports
and imports as feasible; improving management
efficiency; supporting program for renewable
energy development; and mobilizing resources
through Public-private partnership (PPP) for
greater use of ICT in transport management.

4. Energy wastage is
significant
in
public
facilities (public lighting
Long Term: Keeping primary emphasis on
and building).
clean coal energy, renewable energy, energy
5. Over reliance on gas.
import from the regional energy grid and energy
conservation and making full use of the latest
6. Coal policy is defective;
technological advancement.
renewable
energy
is
budding.
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Limitations
Skill:
1. Annual addition of
2 million plus labor is
difficult to absorb.
2. Low skill pervades the
entire labor force causing
low productivity.
3. Training and skill
development facilities are
inadequate and poorly
equipped.
4. Competency based
training is missing.
5. Skill mix of overseas
workers is unfavorable to
raising average earnings/
remittances to the level
of other Asian countries
like India, Pakistan and Sri
Lanka.

Plans for Overcoming Limitations
Mid Term: Enunciating a skill development
policy and strategy in response to structural
changes in the economy and global opportunities
abroad; following up the policy and strategy
with larger investments in skill development;
reorienting skill development towards exportled growth which is critical for Bangladesh;
transforming the skill mix and productivity
of overseas employment to achieve greater
employment openings and higher return in terms
of average remittances; developing specific
policies and incentives to attract non-resident
Bangladeshis to actively engage in skills transfer
and investment in Bangladesh; increasing public
investments and mobilizing private resources
including PPP for the development of ICT
and related skills; increased female labor force
participation in formal sector employment and
creating greater opportunities for women in
business.
Long Term: Continuation of the above strategy;
adapting skill composition to changes in
technology; ensuring that training and skill
development is mostly private sector based;
facilitating selected import of skilled labor to
fill gaps; and continuing manpower exports
for overseas employment; and making the
development of ICT and related skills an
integral part of strategies for longer term skill
development.
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Limitations
Education:
1. Inadequate preparation
for participation in a tech
know-how, multilingual,
multi-skilled and multitasked world; poor quality.
2. High system leakage.
3.Public-private divergence
not properly; balanced
with general and technical
curriculum.
4. Classroom educational
techniques not effective
nor
attractive
and
enjoyable with only limited
use of ICT and little room
for original thinking.
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Plans for Overcoming Limitations
Mid Term: Promoting skill development
anchored in a drive for universal English
and computer literacy from an early stage
of schooling and competency in at least one
additional foreign language and skill for all
higher secondary certificate (HSC) graduates;
harnessing mathematical skills; Taking steps to
contextualize and operationalize the thrust for
education for all; tackling the two challenges of
basic education that is meaningful quality and
system dropouts through improving teacher
quality, curriculum, teaching materials and
physical facilities; develop; vocational experts:
programmers, gardeners, welders, cooks and
drivers (for export as migrant workers.
Long Term: Continuation of the above policy
and strategy with educational flexibility; introduce
international best practices and content into the
basic education system as much as practicable
to make students at par with those in other
countries, make basic education increasingly ICT
based which is more than just knowing how to use
the computer, introduce additional emphasis on
language proficiency, orient high level scientific
skills, make the educational system in tune with
environmental and climate change issues

Limitations
Governance:
1.
Lacking
strength,
competency, effectiveness,
transparency
and
accountability.
2. Struggling with the
serious consequences of
corruption.

Finance:
1. Domestic resource
mobilization inadequate.
2. Financial governance
is Weak, Foreign Direct
Investment (FDI) is weak.
3. Financial
fragmented.

sector

Plans for Overcoming Limitations
Mid Term: Initiating administrative reform based
on public demand, productivity, transparency and
accountability and reduction of corruption and
abuse of power and enforcing the rule of law;
encouraging female participation and representation
in legislative bodies, judiciary and administration
and all policy making bodies; strengthening AntiCorruption Commission along with expediting the
judicial process; and allocating resources for the
development and application of e-governance.
Long Term: Continuation of the strategy
of decentralization and enforcement of
the rule of law with complete transparency
and accountability and further emphasis on
e-governance.
Mid Term: Improving financial governance and
access to finance especially for SMEs; providing
incentives for FDI especially tax incentives for nonresident Bangladeshi (NRB) investments; making
microfinance financially competitive directed by
the Microfinance Regulatory Authority (MRA)
and the BB; Mobilization of public and private
resources including PPP for finance.

is

Long Term: Continuation of the above strategy
with financial market integration, microfinance
4. Inadequate synergy for the extreme vulnerable groups, capital market
between monetary and development, greater harmony between fiscal and
monetary policy, complete independence of the
fiscal policy.
Bangladesh Bank in the conduct of monetary policy,
continuous strengthening of the banking supervision
capacity of the Bangladesh Bank as all financial
institutions are brought under its direct supervision
and control, eliminating political patronage.
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Limitations
Plans for Overcoming Limitations
Policies and institutions: Mid Term: Ensuring policy continuity and
effectiveness of regulatory bodies; eliminating
1. Lack of continuity of redundant regulations; filling the vacuum where
policies;
new regulations and enforcement mechanisms
2. Bias towards interest are urgently required and ensuring effective
implementation of existing policies including
groups;
2009 ICT policy with necessary amendments
3. Institutions are weak that will serve the cause of inclusive growth.
and unable to deliver
Long Term: Continuation of the above with
4. Lack of flexibility in emphasis on strengthening all institutions in
policy making and implementation of policies
both policies and
as the making of good policies, strengthening
Institutions and poor the policy making capacity of the legislature and
implementation.
key ministries of the government as well as the
Bangladesh Bank and BIDA; strengthening of
Banking Policy, Monetary Policy, fiscal policy,
Investment Policy, Privatization Policy, Trade
Policy, Education Policy, Skill Development
Policy, Labor Law, Agriculture Policy, Food
Policy, Population Policy, Industrial Policy,
Transport Policy, Transit Policy, Energy Policy,
Renewable Energy Policy, commercial (import
and export) policy, tariff policy, tax policy and
laws, subsidy policies, Procurement Policy,
Company Law, Foreclosure Law, Law of
Contract, Land Policy, Land Law, Water Policy,
Water Law, Forest Policy, Fisheries Policy and
Environment, ICT Policy and Climate Change
Policy.
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Limitations
Climate change:

Plans for Overcoming Limitations
Mid Term: Implementing climate change
adaptation and mitigation measures; treating
1. Vulnerability to climate climate change adaptation policy as an integral
change
and
natural
part of the development policy matrix and not
disaster.
just an addendum; improving water resource
2. Inadequate policies management; promoting sustainable agriculture;
and institutions to deal climate change mitigation and adaptation and
with challenges of climate disaster management.
change.
Long Term: With climate change impact being
more evident, intensifying the implementation
of the above strategy with a particular emphasis
on the management of change.
Mid Term: Considering the prospect of a highly
Land:
urbanized Bangladesh by 2030, formulating a
1. Declining trend in the forward looking urban development strategy,
availability of usable land. increasing investment in research, training
2. Land use intensity, and technological innovation, implementing
degradation,
and legislation enacted for ownership rights;
poor
management proceeding cautiously with digitization of land
are
undermining records in Bangladesh.
sustainability.

Long Term: Continuation of the above strategy
3.
Conservation, and elaboration of a revised Land Policy backed
reclamation
and up by a revised Land Law aimed at promoting
land saving and efficient land use and a more
development.
aggressive push to digitization of land records
4. Backlog of land titling and transfer.
and registration.
5. Inadequate protection
of tenants.
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Action Plan
There are certain issues need to be pursued to revitalize the key drivers of the
investment by relevant ministries, department and institutions like BB, BIDA,
BEZA, BEPZA and so on for bolstering investment in Bangladesh.
Issues
1. Simplify tax regime
and tax Administration
and streamline
incentives
Responsibility:
Ministry of Finance
Ministry of Public
Administration
Ministry of Trade and
Commerce

Reasons
Bangladesh has a
complex corporate
tax system with
various rates and
estimation methods.
The complexity
does not serve
the investors. It
creates difficulties
in enforcement and
compliance for the
government as well. .

Bangladesh Bank (BB)

Responsibility:
Ministry of Land
Ministry of Trade and
Commerce
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2. Reduce the number
and scope of tax
incentives for investment
to conform to a new
standard regime.
3. Subject the provision
of any tax incentive to a
cost-benefit analysis.
4. Eliminate gradually
exports subsidies.

NBR

2. Easy access to land

Way to Address
1. Adopt a standard
regime of corporate tax.

It is critical to make
land available for
investment.

5. Create a mechanism to
avoid double-taxation.
1. Establish a
coordination body to
oversee the management
of public land at the
national level.
2. Establish a public land
database that would list
all plots available for
development.

Issues
Reasons
Bangladesh Investment Presently, land
Development Authority related issues are very
complex. Reform in
(BIDA)
this sector is likely to
Bangladesh Economic be slow and lengthy,
Zones Authority
but in the meantime,
(BEZA)
Government should
focus on materializing
Bangladesh Export
EEZ, industrial parks
Processing Zones
and EPZs quickly.
Authority (BEPZA)

Way to Address
3. Promote private
investment in the
construction and
management of new
industrial parks and
EPZs through PPPs.

4. Guarantee land
clearance for large
infrastructure projects,
including the social and
environmental impact
assessments, prior to
contracting of private
investors.
1. Streamline further
Other policies
3. Revisit investment
the company start-up
affecting doing
related policy issues
procedures, particularly
business in the
Responsibility:
to facilitate the transition
country need to be
addressed to improve of local enterprises to
Ministry of Land
the formal sector.
the investment
climate for domestic
Ministry of Trade and
2. The scope of the
and foreign
Commerce
competition commission
investors. Effective
should include
Ministry of Climate and implementation
government-controlled
Environment
of competition
sectors as well.
law is liable to
BIDA
the establishment
of a strong and
Department of
independent
Patents, Designs and
Competition
Trademarks (DPDT)
commission.
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Issues

Reasons
While appropriate,
the environmental
regulation could
be strengthened.
Bangladesh, as a
LDC,
is exempt from
meeting WTO
intellectual property
obligations

However, it is
important that the
country prepares for
a future without the
TRIPS exemption.
Corruption and
4. Transparency and
inefficiency in public
efficiency in public
administration
administration.
have been cited as
important obstacles
to investment. A
Responsibility:
comprehensive public
administration reform
Ministry of Public
would benefit in
Administration
introducing a culture
Ministry of Post,
of good service in
Telecommunication and all public Institutions
ICT
to facilitate the
development of the
Anti-Corruption
private sector and
Commission (ACC)
foster investment.
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Way to Address
3. Environment:
consider removing the
renewal process and
replace with compulsory
annual reporting with
appropriate sanctions for
breaches.
4. Intellectual property:
continue to work
towards compliance with
the TRIPS agreement
in preparation for the
eventual expiry of the
exemption granted to
LDCs.
1. Present Citizen
charters in all key public
administrations must
be followed to provide
services.
2. Strengthen
e-governance tools
that could simplify the
procedure to establish
a business and promote
investment.
3. Place formal
monitoring
procedures to evaluate
implementation progress
across public agencies.

Issues
5. Promote PPPs in
energy, roads and ports.
Special emphasis on
energy, communication
infrastructure.

Responsibility:
Ministry of Road
Transport and
Highways
Ministry of Shipping
Ministry of Power,
Energy and Mineral
Resources (MPEMR)

Reasons
Foreign investment
will be necessary
for Bangladesh to
meet its physical
infrastructure needs.
PPPs are well adapted
for infrastructure
projects that have a
social benefit and are
commercially viable.
A coherent energy
policy is lacking.
Conditions are
encouraging for
PPPs in roads and
bridges. In ports
development, policy
is yet to determine
the scope for private
investment.

Way to Address
1. Energy: allow
economic pricing of
domestic gas and coal,
and enable state power
entities to operate
commercially. Priority
in renewable energy for
future investment
2. Energy: strengthen
the independent energy
regulator and guarantee
its full independence.
3. Energy: continue
to promote clean and
green energy, and adopt
a renewable energy
development plan.
4. Roads: preserve
competition to PPPs
by offering alternatives
to toll highways and
bypasses.
5. Roads: rationalize
land use policies to
designate major highways
improvements as
corridors to enhance
their impact.
6. Ports: develop
a coherent ports
development plan.
7. Ports: revise
regulations on port
charges and port services
to facilitate private
investment.
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Issues
6. Modernize
investment promotion
efforts.

Responsibility:
BIDA
BEPZA
BEZA
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Reasons
Bangladesh has put in
place the institutional
structure like BIDA
for investment
promotion, but
the absence of an
effective action plan
to develop promotion
functions hampers
its effectiveness.
BIDA, lacks sufficient
resources In
particular, marketing
and branding
capability is weak.

Way to Address
1. Adopt an investment
promotion action plan to
implement the concept
on a State policy for
attraction and protection
of investment.
2. Develop effective
investment promotion
functions with adequate
resources (i.e. facilitation,
marketing and investor
targeting, research).
3. Strengthen marketing
and branding activities by
producing an investorfriendly website and a
range of sector-based
marketing materials;
The adoption of
develop an investment
specific targets would product database to store,
facilitate the
analyze and produce
information; improve
establishment
brand awareness.
of performance
4. Upgrade investor
measurement
facilitation services by
adopting, within a single
indicators
window system for
investor relations, clear
procedures for handling
investor enquiries and
visits at no cost for
investors; adopt a client
charter detailing the
services available and
commitments on quality
standards; prepare
investor visits and postvisit follow-up activities.

Conclusion
Bangladesh is a land of opportunity. We have every potential to grow further.
Entrepreneurship development and investment promotion is the most
effective tool to make these potentials in reality. New investment brings
employment, technology, managerial knowledge to alleviate poverty. Therefore
it is the time for the Bangladeshi political leaders to seat together and come
to a consensus for the quicker growth of the nation. Building a supportive
institutional arrangement will be key to the establishment of a dynamic and
private sector oriented policy ecosystem in Bangladesh. Bangladesh has the
potential to mobilize huge amounts of resources from private and domestic
and foreign official sources in carrying out massive infrastructural investment
plan. Increasing institutional capacities for investment promotion and FDI
attraction into Bangladesh could lead up toward this dream in near future. We
all have a stake to perform for building a prosperous Bangladesh in near future.

Recommendation
Basing on the study on the subject an Action Plan has been suggested in the
paper. For realizing the Vision 2041 by pursuing a dynamic investment plan,
responsible Ministries, Organization, Department and Institution may follow
the suggestion made in the Action Plan.

Bibliography
1. Anon., 2014. Standard Country and Area Codes Classification. Statistics.
New York: UN Statistics Division United Nations.
2. BBS, 2013. Population and Housing Census 2011. [Online] Available at:
http://prbblog.org/index.php [Accessed 4 May 2017].
3. Cox, W.E., 1987. Report I of IHP-II Project CI. Project Report. Paris:
UNESCO International Hydrological Programme.
4. Editor, G.W.B., 2016. PM Outlines her Govt’s Vision 2041. [Online]
Available
at:
http://greenwatchbd.com/pm-outlines-her-govt’svision-2041 [Accessed 02 May 2017].
167

5. Hossain, M.S., 2014. Bangladesh Vision 2041. [Online] Available at: http://
www.slideshare.net/MdSharifHossain/Bangladesh-studies-vision-2041
[Accessed 2 May 2017].
6. The Daily Star, 12:00 AM, January 05, 2016 / LAST MODIFIED: 12:00
AM, January 05, 2016, ‘What to do with rising foreign exchange reserves?’
by Sharjil Haque
7. Atchison, C., 2016. Canada’s economy in 2041: How we’ll work, live and
spend. [Online] Available at: http://www.theglobeandmail.com/reporton-business/economy/growth/canadas-economy-in-2041-how-wellwork-live-and-spend/article31442461/ [Accessed 14 May 2017].
8. O’Neill, J., Wilson, D., Purushothaman, R. & Stupnytska, A., 2005. Global
Economics Paper No: 134, How Solid are the BRICs? [Online] New York:
Goldman Sachs Group, Inc. Available at: http://www.goldmansachs.com/
our-thinking/archive/archive-pdfs/how-solid.pdf [Accessed 11 May
2017].
9. pwc Turkey, 2012. Turkey in 2041: Looking to the future. [Online] Available
at: http://www.pwc.com.tr/tr/publications/arastirmalar/pdf/turkey-in2041-eng.pdf [Accessed 11 May 2017].
10. Smith, J., 2017. A Test of a Harvard Style. NDC Bibliography, I(1), pp.1-2.
11. Statistics Department, Bangladesh Bank, 2016. Survey Report JanuaryJune, 2016. [Online] Available at: https://www.bb.org.bd/pub/halfyearly/
fdisurvey/fdisurveyjanjun2016.pdf [Accessed 11 May 2017].
12. The Economist Intelligence Unit, 2017. Country Report - Bangladesh.
[Online] Available at: http://www.eiu.com/home.aspx [Accessed 14 May
2017].
13. The World Bank, 2017. DataBank. [Online] Available at: http://data.
worldbank.org/indicator/ [Accessed 11 May 2017].

168

14. United Nations Conference on Trade and Development, 2016. World
Investment Report 2016. [Online] Available at: http://unctad.org/en/
pages/PublicationWebflyer.aspx?publicationid=1555 [Accessed 11 May
2017].
15. https://www.scribd.com/doc/74342273/FOREIGN-DIRECTINVESTMENT-IN-BANGLADESH, accessed on 29 May 2017.
16. https://joynal.wordpress.com/2014/09/25/foreign-direct-investmentfdi-bangladesh-perspective/ , accessed on 30 May 2017.
17. Bangladesh Economic Review (2015).
18. Investment Policy Report 2016 by UNCTAD on Tajikistan.
19. Invest Investment Policy Report 2014 by UNCTAD on Bangladesh.
20. Development Effectiveness Brief on Bangladesh by Asian Development
Bank (ADB) published in 2017.
21. Bangladesh Invest & Policy Summit Report 2016 by Policy Research
Institute of Bangladesh.
22. The Economist Intelligence Unit, 2017. Country Commerce - Vietnam.
[Online] Available at: http://www.eiu.com/home.aspx [Accessed 11 May
2017].

169

170

Keynote Paper: Investment in Bangladesh-Challenges and
Prospects for Realization of Vision 2041
Keynote Paper Presenters of Final Seminar Group

Brigadier General Iqbal Ahmed, afwc, psc
Leader

Captain Kem Kelechi Iheanacho, psc
Deputy Leader

Joint Secretary Md Mashiur Rahman
Member

Brigadier General Md Zahirul Islam, psc
Member

Colonel Jeffrey Philip Gottlieb
Member

Brigadier General Mohammad Shaheenul
Haque, hdmc, psc
Member

171

Rapporteurs

Commodore Mohammad Nazmul Hassan, (N), Brigadier General Abdul Quayyum Mollah, psc
NPP, ncc, psc, BN

172

Brigadier General Md Bayezid Sarwar

Air Commodore Qazi Mazharul Karim, BUP,
psc, GD(P)

Joint Secretary Md Hasanul Islam

Senior Colonel Ibrahim Moussa

CONSOLIDATED KEYNOTE PAPER:
INVESTMENT IN BANGLADESH-CHALLENGES
AND PROSPECT FOR REALISATION OF VISION 2041
Introduction
Since last decade or so, Bangladesh has been accomplishing remarkable success
in reducing poverty and accelerating economic growth, pulling the country
from lower income to lower middle-income country. Other than the five year
plan, in the recent past Bangladesh had been pursuing some long term vision
plan, the most famous one is the Vision 2021, given by the Honorable Prime
Minister to establish Bangladesh as a middle income country by 2021. This was
followed by Vision 2030 which aims in achieving zero poverty rate by 2030.
Off late another long term vision has been set, Vision 2041- which aspire to
construct a sustainable economic order by which Bangladesh can be developed
country by 2041. It is not possible to describe with absolute certainty the sort
of place Bangladesh will be in 2041, but the long term nature of strategic
planning is such that choices and decisions made now, will directly influence
future outcomes. However, the vision of sustainable growth and equity
depends on how Bangladesh is going to manage its developmental challenges.
For materializing short term goals five year plan may be an effective instrument.
But for preparing a long term vision, development strategy and economic
endeavor need to be examined from different perspectives. This process will
have implications for the types of infrastructure that we may need in the future,
how we relate to our environment and how we adapt to the costs of climate
change. We must also consider interactions with regional and global geopolitics.
Current governance structures were developed over few hundreds of years,
and this structure is suitable for a slow-changing and restricted world. But in
this era technology changes at exponential rates, governance tends to change
at linear rates. So we need to predict the global and domestic context of the
world in next thirty years. So, in order to make the “Vision-2041” successful
we need to understand changing scenario by the impact of technology on the
society and formulate a correct plan to suit the requirement.
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Any development program require a suitable and coherent investment plan for
any country. Materializing a long term development plan it is very important
to understand the present investment scenario in the country and apprehend
the dynamics of the local and foreign investment in Bangladesh and look for
the experience of the other emerging countries. In this key note paper first
of all we shall try to understand the domestic and global economic context
that will prevail in 2041. As there are three other key note papers presented
in this seminar, we shall only touch upon some salient points on the present
investment scenario in Bangladesh highlighting the experience of some chosen
country. At last we shall identify and analyze the key investment drivers and
then make an endeavor to suggest the way forward for bolstering investment
in Bangladesh to realize vision 2041.

Historical Perspective of Investment in Bangladesh
Pre-Independence Background of Investment: Since time immemorial,
Bangladesh has harbored the spirit of free enterprise and innovative
entrepreneurship, which is well-knit into the economic fabric of Bangladesh.
At the time of partition, Bangladesh (former East Bengal) had no large
industry. Its economy was completely agrarian. Kolkata was the center of
Bengal’s economic and social development for both Hindus and Muslims.
Without Kolkata Muslim East Bengal lost its traditional market for agricultural
products. It also lost the Kolkata port. East Bengal had to begin from nothing.
In Bengal, Bengali Muslims were conspicuously absent from trade and
commerce at all levels.
During the period of Pakistani administration (1947–71), priority was given
to industries based on indigenous raw materials such as jute, cotton, hides,
and skins. The principle of free enterprise in the private sector was accepted,
subject to certain conditions, including the national ownership of public
utilities.
The East Pakistan Industrial Development Corporation (EPIDC) was created
to promote industrial development in East Pakistan alongside private initiatives.
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Although East Pakistan had a larger population, West Pakistan dominated the
divided country politically and received more money from the common budget.
Only one-fifth of large-scale manufacturing was located in East Pakistan after
ten years. However government took some steps for the development of
Bengali entrepreneurship. Bengali entrepreneurs accounted for 80% of the
manufacturing assets, mostly located in the jute and textile sectors.

Development of Investment Profile and its Trends after
Independence
Acceptance by the international community of the independence of the
former East Pakistan (Bangladesh), however, presented a challenge. The initial
application of Bangladesh to join the United Nations was vetoed by China; it
was not until 1974 that Bangladesh was admitted to the organization.
On the eve of surrender of Pakistani Army, as of 16th December 1971, to
the joint forces of India and Bangladesh, there was a wholesale withdrawal
of the non-Bengali business class from Bangladesh. There was no readymade
Bengali entrepreneurial class at hand to fill the economic space vacated by the
departing Pakistanis (Sobhan 2005).Under such situation ,GOB had to assume
control over all the abandoned enterprises.
The West Pakistanis business entrepreneurs went back to their native land
leaving the business establishments behind in Bangladesh. All the abandoned
industries, commercials units and other properties were nationalized under
the constitutional provision of socialism. (Wafiur Rahman, 2017). Charge of
the corporations, produced widespread disruptions, and industrial production
reduced. In 1973 the government launched a five-year development plan (the
first of a series of such plans that have guided the country’s economy into the
21st century).
The sector corporations ran fairly well for few years, but started failing very
soon due mainly to public sector inefficiency, lack of personal interest for
better performance, corruption, red tape and above all in the absence of
business enthusiasm in the government operators. (Wafiur Rahman, 2017).
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The new country confronted many other problems as well, including the
restoration of transportation, communication, and international trade networks;
the rehabilitation of the power supply; the revitalization of education, health,
and population programs; and the resumption of agricultural and industrial
production while qualified national human resources to implement the
restoration programs are severely lacking. During this time public investment
under State owned enterprises (SOE) became focus of investment. After
change of government in mid-1975 the economic policy was changed. The
policy of nationalization was gradually revised. In an effort to encourage private
investment, the government also returned many state-owned enterprises to
the private sector. The approach of GOB in the second half of 1970’s, was
to directly promote private entrepreneurship through ambitious program of
terms loans extended through the DFI.
The new industrial policy of 1982, which was the first holistic policy statement
of GOB to embrace the World Bank structural adjustment reforms. After
1982 the process of privatization became effective when large scale industry
under direct ownership of government were released for sale to private buyers.
Because of privatization and liberalization gradually reduced direct ownership
role of state and have opened up greater space for private sector and private
investment in 1980’s. In the early 1980’s the RMG industry embarked on a
significant phase of expansion and growth of its own sparked by an initial
inward FDI from South Korea. In late 1980’s Bangladesh began to attract
foreign direct investment. After the establishment of EPZ the FDI began to
grow.
In 1990’s Bangladesh embarked on free market economy .By then Bangladesh
became a semi industrial country, which was a predominantly an agrarian
economy in 1970’s. Bangladesh began to pursuit strong export-oriented
strategy. In 2000’s alongside industry private investment began to grow rapidly
in service sector also. In 2010’s the economy of Bangladesh reached a new
height .Investment in all three areas e.g Public, private and foreign investment
are doing well.
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In private sector investment in textile, ship building, fish, seafood, jute, leather,
steel, food processing and pharmaceuticals and power sector have done
very well. However over all private investment is still not up to expectation
.Bangladesh’s telecommunication industry has witnessed rapid growth
receiving highest foreign investment .The recent initiative of private partner
participation (PPP) has been encouraging Present mega projects of GOB
speak of rosy investment scenario.
Therefore, the government formed the Privatization Board in 1993, which was
reconstituted as Privatization Commission in 2000, for the purpose of selling
establishments and offloading government shares. So far 54 enterprises have
been sold and shares in 20 enterprises have been off loaded as reported by the
Privatization Commission. To boost the trading and service sector business,
the government established specialized banks and financial institutions like
Bangladesh Shilpa Rin Bank (BSB), Bangladesh Shilpa Rin Sangstha (BSRS),
and Investment Corporation of Bangladesh (ICB).

Major Shifts in Investment Patterns
Investment in Bangladesh has been taking a steep rise, with sustained growth
from 2009 and policy regimes becoming more conducive. The root causes
of investment progress in Bangladesh are articulated around a number of
strategic decisions among which the following:
The Revision of the Nationalization Policy in 1979 that announced a new
program for more productivity and efficiency coupled with the return of many
state-owned enterprises to private sector.
The Establishment of the Privatization Board (1993) which became later the
Privatization Commission (2000) and that effected the privatization of several
state-owned enterprises.
The Creation of Specialized Banks and Financial Institutions like Bangladesh
Shilpa Rin Bank (BSB), Bangladesh Shilpa Rin Sangstha (BSRS), and
Investment Corporation of Bangladesh (ICB) for promoting and funding
industrial enterprises as special government initiatives for industrialization of
the country.
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Membership to International and World Investment Bodies like the Multilateral
Investment Guarantee Agency (MIGA) of the World Bank Group, Overseas
Private Investment Corporation (OPIC) of the US, and International Centre
for Settlement of Investment Disputes (ICSID), as well as a member of World
Association of Investment Promotion Agencies (WAIPA), World Intellectual
Property Organization (WIPO) and World Trade Organization (WTO).
Emergence of private banks such as the Islami Bank Bangladesh in 1983
can serves as milestone in the transformation of Bangladeshi business to the
present state and has served as a vehicle for expansion and diversification of
business resulting in remarkable national progress.
RMG Business targeting the World Market (1984) fetching an annual sale
proceeds of about $ 14 billion for the country. The income surplus of RMG
virtually supplied the seed money for founding projects in other sectors thus
contributing in the transformation of the agriculture-based economy to
industrial-based economy.
Establishment of BEPZA (1983) to manage and monitor the EPZs with the
view to promote the foreign and local investment among other objectives.
More than 30 countries including Japan, South Korea, Hong Kong, Thailand,
Sri Lanka, China, Taiwan, Malaysia, Indonesia, Singapore, USA, UK, Australia,
Canada, Germany, France, Italy, Sweden, Netherlands, Switzerland, India, and
Pakistan have so far invested in different projects in the EPZs in Bangladesh.
Establishment of BIDA, Bangladesh Investment Development Authority
(2016) as the principal private investment promotion and facilitation agency of
Bangladesh is one significant step forward in attracting the foreign investment.
Investment Friendly Environment has become a national consensus and a
legal reality. Foreign direct investment is welcome since the beginning of the
1990s, Bangladesh has adopted a number of policies to facilitate the expansion
of the private sector and increase the inflow of foreign investment.
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Significant Investment Opportunities
Notwithstanding the obstacles that face foreign investors in countries with
low levels of economic development, Bangladesh offers important investment
opportunities for foreign companies.
Potential Market and Labor-intensive Manufacturing Base
With its nearly 160 million inhabitants, Bangladesh is one of the most populous
countries of the world and potentially a sizeable market.
Public Private Partnership (PPP)
PPP is a key element of the 6th Five Year Plan to deliver infrastructure
investments required to achieve middle-income status by 2021. As of now
42 projects worth approximately USD 14 billion are in various stages of
implementation.
Automation of Investor Registration Processes at BOI
BOI introduced an automated registration system for both local and foreign
investors in Bangladesh in December 2010. This has benefited all industrial
projects (local, joint-venture and foreign) that obtained registrations postautomation.
Automation of Export Permit Issuance at DEPZ
Bangladesh Export Processing Zone Association introduced an automated
export permit issuance process at the Dhaka Export Processing Zone in June
2010. Beneficiaries of the system include all active firms currently operating
in DEPZ.
Automation of Company Registration with RJSC&F
Registrar of Joint Stock Companies & Firms introduced online name clearance
in February 2009 and automated business registration in March 2009. This will
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benefit all businesses (public, private, partnerships, societies and associations)
that obtained registrations post-automation and all future business registration
applicants.
Cash Subsidy Claim Process Simplification of Bangladesh Bank
Following Core Group recommendations, Bangladesh Bank passed a circular
in September 2009 for streamlining the cash subsidy claim procedure and
reducing the time taken by firms to obtain their cash subsidies. Simplification
of cash subsidy claim procedure was expected to save USD 20.7 million in
direct compliance cost within 4 years of initiation.
Bonded Warehouse Licensing Simplification
The Customs Bond Commissionerate (an agency under the purview of
National Board of Revenue) implemented the bonded warehouse licensing
simplification process, with support from BICF. The overall time taken to
obtain a bonded warehouse license is reduced by 53.5 percent by 2013. (Source:
the daily star).

Investment Scenario of Bangladesh: Investment by Local
Entrepreneurs
General: The private sector has long been recognized as a strong and active
partner in economic growth and development. It provides the goods and
services, jobs and also the sources of income to improve the people’s standard
of living and keep them out of the vicious cycle of poverty in developed and
developing countries alike. In broad terms, various group of private sector
actors play a vital role in economic development, locally and internationally:
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•

Multinational, small, medium and large enterprises,

•

Locally-based small, medium and large enterprises,

•

Individuals including self-employed, diaspora groups, volunteers, experts.

•

Non-governmental organizations (NGOs).

•

Public- Private Partnership.

In most of the developed and developing economies, the private sector is the
all-encompassing component of national income and the major employer and
creator of jobs. Over 90 percent of jobs in developing countries are in the
private sector. The Government has taken a number of prudent steps to create
an enabling environment for the private sector so that it plays its due role as an
effective economic agent and makes a substantial contribution to the overall
economic development of the country.

Local Investment Scenario of Bangladesh Economy
Local Investment Trend: From the statistics of last ten years (2005-06 Base
year) it is quite clear that, private sector is leading the trend of investment
in Bangladesh. Investment in Bangladesh is rising very slowly. Therefore it
failed to achieve projected growth rate as per vision 2021. It was supposed to
achieve 8% GDP growth in 2013 but in 2016 we observed that GDP growth
rate is around 7%. Therefore we have no alternative but to increase private
investment in Bangladesh.
Table 1: Local investment billion Taka.
Fiscal Year

2005- 2006- 2007- 2008- 2009- 2010- 2011- 2012- 2013- 201406

07

08

09

10

11

12

13

14

15

Total Investment

1261 1439.3 1647.3 1847.7 2093.3 2511.3 2982.3 3403.7 3839.9 4384.4

Public Investment

268.3 280.2 282.8 304.4 372.8 481.5 608 796.2 879.9 1044.2

Private Investment

992.7 1159.2 1364.5 1543.3 1720.5 2029.8 2374.2 2607.5 2960 3340.2

Source: Bangladesh Economic Review

Investment vs. GDP Growth (% of GDP): From the following Table it is
quite clear that, there is a positive correlation between percentage of GDP
invested and GDP growth rate. From 2006-2007 to till date investment is
below 30% of GDP in Bangladesh therefor GDP growth rate is also around
7%. We have to increase investment up to up to 34.5 or more in percentage of
GDP to achieve 8% growth.
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Table 2: Investment vs Percentage of GDP growth
Fiscal Years

2005- 2006- 2007- 2008- 2009- 2010- 2011- 2012- 2013- 201406
07
08
09
10
11
12
13
14
15

Percentage of GDP
Invested (%)

26.1 26.2 26.2 26.2 26.2 27.4 28.3 28.4 28.6

GDP Growth Rate (%)

6.67 7.06 6.01 5.05 5.57 6.46 6.52 6.01 6.06 6.51

29

Source: Bangladesh Economic Review.

Shifting Trend of Dependency of Economy: Traditionally Bangladesh
was an agriculture driven economy but during last few decade it is shifting its
agriculture dependency into industrial economy .Bangladesh is going through
a transformation from agriculture dependent economy into industrialized
economy. Table below will validate the discussion:
Shifting Trend of Dependency of Economy
Calendar Years
Agriculture
Industrial
Service

1971
51.03
7.69
41.28

1980
31.55
20.63
47.82

Projected Contribution to GDP -2021
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•

Agricultural-15%

•

Industrial-38%

•

Service-47%

2015
15.50
28.14
56.34

Remarks

Sector-wise Local Investment Projects Registered with BIDA in FY
2015-2016
NEC
5.77%

Service
11.37%

Agro based
11.27%
Food and Allied
2.77%

Engineering
14.14%

Textile
17.88%
Printing and
publishing
0.75%

Glass and
Ceramics
0.81%

Chemical
33.65%

Tannery and
Leather
1.59%

Highest Invested sectors are Chemical Sector 33.65, Textile sector 17.88%%,
Engineering Sector 14.14 and Agro base sector remain in the 4th position.
Investment Climate of Bangladesh: The government of Bangladesh has
given highest priority to augmenting private investment in Bangladesh. The
incentives offered are considered as the most competitive in South Asia.
To facilitate investment Bangladesh became a signatory to the Multilateral
Investment Guarantee Agency (MIGA) of the World Bank Group, Overseas
Private Investment Corporation (OPIC) of the US, and International Centre
for Settlement of Investment Disputes (ICSID), as well as a member of World
Association of Investment Promotion Agencies (WAIPA).
General Packages of Incentives for Investment Include: Few remarkable
incentives mention below:
•

Reduced import duty on machinery and spares.

•

Bonded warehousing facility for export-oriented industries.

•

90 percent loans against letters of credit (by banks).

•

Funds for export promotion.

•

Export credit guarantee scheme.
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•

Domestic market sales up to 20 percent allowed to export-oriented
companies outside EPZ (relevant duties apply).

•

Cash incentives and export subsidies granted on the FOB values ranging
from 5 percent to 20 percent on selected products.

•

Corporate tax holiday from 5 to 7 years in certain areas and sectors.

•

Tax exemption on capital gains from the transfer of shares of public
limited companies listed with a stock exchange.

•

Accelerated depreciation on cost of machinery for new industries in lieu
of tax holiday.

•

Avoidance of double taxation under bilateral tax convention.

Economic Zones: BEZA aims to establish economic zones in all potential
areas in Bangladesh including backward and underdeveloped regions with
a view to encouraging rapid economic development through increase and
diversification of industry, employment, production and export. The incentives
for SEZ is also very attractive.
Government-owned Sites:
•
•
•
•
•
•

Maulovibazar, Sylhet
Mirsarai
Mongla, Bagerhat
Adjacent to Bangabandhu Bridge, Sirajganj
Gohira, Anowara- Chittagong
Sabrang Tourism Park in Cox’s Bazar

Private-owned Sites:
•
•
•
•
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Abdul Momen
Meghna		
AK Khan
Aman Group

Acclamation on Bangladesh: Moody’s Investors’ service has rated
Bangladesh BA3, and Standard and Poor’s has rated it BB- for the consecutive
5th year. Stable real GDP growth and strong external balances has also helped
Bangladesh to achieve BB- rating with Stable Outlook from Fitch Ratings for
the first time. Goldman Sachs branded Bangladesh in its ‘Next 11’ list after the
BRIC nations. The IMF termed the economy of Bangladesh as resilient, its
export and remittance.
Reforms Initiatives: Latest Reforms given below:
•

Automation of Investor Registration Processes at BIDA.

•

Automation of Export Permit Issuance at DEPZ.

•

Automation of Company Registration with Registrar of Joint Stock
Companies and Firms (RJSC&F).

•

Cash subsidy claim process simplification of Bangladesh Bank.

Industrial Policy 2016: Major features of Industrial Policy-2016 are as follows:
•

Establishing agro-based industries – a fundamental step towards reducing
poverty and generating employment opportunities.

•

Creation of women entrepreneurs and their participation in industrialization
have been given considerable prominence.

•

Priority on establishing labor-intensive industries in the remote areas.

•

Increase Gross Domestic Product (GDP) growth to 10 percent between
2017 and 2021.

•

Aim to raise the stake of industrial sector to 40-45 percent to the national
economy.

•

Aims at achieving all the Millennium Development Goals (MDGs).

•

Reduce unemployment and the proportion of the population afflicted by
poverty & hunger to less than half by 2017.
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Categories of Industrial Sectors: As per the new draft Industrial Policy
2016, the industries sector has been divided into five categories:
•

High-priority: Agriculture, food and food processing, readymade
garments (RMG), ICT and software, pharmaceuticals, leather and leather
products, and jute and jute goods etc.

•

Priority: Plastic, shipbuilding, service sectors etc.

•

Creative-based Service: Aesthetic and creative products are produced
using artistic, innovative thinking and techniques or modern technology

•

Reserved and controlled industries

Seventh (7th) 5-Year Plan: The main target of the plan is to grow the
manufacturing sector by focusing on export. For this the plant is to:
•

Increase market access and improve trade agreements for export promotion

•

Revamping GSP facilities, DFQF Access and RTAs of Bangladesh

•

Gaining market access in non-traditional markets

•

Expanding exports to some emerging market economies

•

Comprehensive Trade Policy (CTP) for rapid growth

Review of Existing Investment Environment
Sluggish Growth of Private Investment: Despite favourable macroeconomic
environment (e.g. moderate level of inflation, reasonable balance of payment
(BoP) and high forex reserve), During FY2016, private investment is estimated
to be 21.78 per cent of GDP, and has decreased by about 0.3 percentage
points since FY2015. During the same period, public investment experienced a
higher level of growth which contributed to the higher total investment-GDP
ratio.
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Lack of Conducive Atmosphere for Investment: Private investment has yet
to pick up steam .Strong economic growth in recent years has rapidly increased
demand for energy, transport, and telecommunications services. Insufficient
infrastructure investment has created a severe infrastructure deficit. Boosting
infrastructure investment requires regulatory reform and a substantial increase
in the government’s project implementation capacity. Greater reliance on
transparent and well-regulated public–private infrastructure partnerships can
help close the infrastructure gap and improve service provision. 	

Challenges for the Growth of Local Entrepreneurship
Infrastructure Development: If GDP is to be increased to 8 per cent,
investment has to be expanded substantially. The existing infrastructure is
inadequate. Our investment is only 2.85 per cent of GDP as against 10 per
cent in Vietnam.
•

Inadequate Power Supply: Power supply is perceived to be the single
greatest impediment to private sector development. The prospective
investors have to wait for long for gas connection. There is corruption in
giving gas connection. Power cannot be supplied according to the demand.

•

Transportation/Communication: Just 40% of the main roads are
in good condition. The railway system and rail services have severely
deteriorated since 1980, although air transport infrastructure in Dhaka
and Chittagong has substantially improved, the limited capacity of cargo
transport services remains a major bottleneck to expanding trade.

•

Port Facilities: The port of Chittagong handles 85% of the country’s
sea-borne cargo but suffers high handling costs, berthing delays, and a
proliferation of unofficial payments to port authority staff.

•

Raw Materials: Raw materials of almost all industries including textiles
are imported from abroad. Not enough attention is given to value addition.
Sometimes the cost of raw materials is more than finished products.
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Financial Constraints: The financial constraints may be identified under the
following headings:
•

Access to Finance: The loan application forms for investment financing
from banks are long, tedious, and redundant. Thus, the way to get bank
loans need to be simplified for the small entrepreneurs.

•

Rate of Interest: It was not yet possible to bring down the rate of interest
to single digit. But in India and Vietnam, the rate of interest is 6 to 7 per
cent.

•

Venture Capital Financing: There is a need to promote venture capital
financing of startups and MSMEs by banks and other Financial Institutions.
Necessary regulations and rules for the same are recommended to be
enacted.

Policy reforms of the past decade have brought about substantial relaxation
in the investment sanctioning procedure. But still the following constraints
prevail:
•

Trade License and Registration under Factories Act: Investors are
required to procure trade license from local government bodies by paying
legal fees. The process involves unnecessary delays, harassment and side
payments..

•

Bureaucracy and Corruption: Because of lack of proper autonomy and
accountability, the public sector financial institutions are affected with
inflexibility, inefficiency, political interventions and corruption.

•

Tariff and Non-Tariff Barriers: Tariff and Non-Tariff Barriers on
imports and exports of the sector’s products constitute an enormous cost
handicap for the Leather industry worldwide.

Human Resource Development: There is an urgent need to address the
national deficit in Entrepreneurship, skill development of workers including
managerial skills.
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Good Governance: It is not that the people don’t have money and they don’t
want to invest. It is the right kind of environment to investment, is lacking.
The governance ranking is low for Bangladesh using this approach; there is
also not much improvement over time. Lack of good governance is felt in all
sectors of the economy to a varying degree.

Foreign Direct Investment in Bangladesh
The IMF Balance of Payments Manual defines direct investment as a category
of cross-border investment associated with a resident in one economy having
control or a significant degree of influence on the management of an enterprise
that is resident in another economy. Acquisition of 10 percent or more of the
ordinary shares is the IMF recommended criterion to determine the existence
of a direct investment relationship.
To augment domestic capital, economies often seek foreign capital inflows as a
means of investment. Foreign capital includes Official Flows and Commercial
Loans, Portfolio Investment and FDI. Official Flows include loans and grants
from governments and international organizations like the World Bank. Such
resources are usually project specific or do not significantly influence the
economy. On the other hand, portfolio investment is restricted to owning
equity in an enterprise, has less interest in control or decision making and is
generally considered to be short term. Portfolio investments can affect share
price volatility and provide a rapid means of capital withdrawal which can
negatively affect the host economy. In contrast to other forms of international
capital, FDI establishes a long term interest or effective management control
over an enterprise. The long term interest typically involves establishing
manufacturing facilities and other organizations associated with the productive
processes of the enterprise.
FDI can contribute to intellectual property, technology as well as management
and marketing skills. FDI can also promote monopoly, generate excessive
outward remittances and negatively affect the host economy’s balance of
payment as well as promote “round tripping” of foreign exchange. Studies
suggest that the diverse impact of FDI on economies is due to differences
in levels of human resources, private sector sophistication, economic
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competitiveness and policies towards trade and investment. To make FDI
induce development, it needs to form backward linkages to local industries that
would provide raw and intermediate goods and services for the Trans-National
Corporations (TNCs). These linkages reduce production costs through
shorter logistics supply chains, increase efficiency, improve competitiveness
and integrate the host economy’s industries into the Global Value Chain.
Current State of Foreign Direct Investment in Bangladesh
To meet its aspiration of becoming a developed country by 2041, Bangladesh
needs to improve its already phenomenal GDP growth of over 6% in the last
10 years. The country therefore requires resources to accelerate development
beyond the capacity of its current national savings. A means of increasing
capital to achieve accelerated economic growth is by attracting even more FDI.
Bangladesh opened its economy to FDI with the enactment of the Foreign
Investment Act in 1980, which provided for protection and equitable treatment
of foreign investment, prevented nationalisation without compensation, as
well as repatriation of invested capital and profits. The Bangladesh Export
Processing Zone Authority Act passed in 1980, enabled the establishment
of 8 Export Processing Zones. The Government of Bangladesh established
the Board of Investment (BOI) in January 1989 with the mandated to
encourage private sector investment and provide facilities and assistance in
the establishment of industries to accelerate industrial development. The
BOI delegates its routine operation to an Executive Council which became
the Bangladesh Investment Development Authority (BIDA) by an Act on 01
August 2016.
Other reforms include full foreign ownership of investment projects and
extended EPZ privileges to export-oriented projects. Opening of all sectors to
foreign investment excluding strategic sectors like air and sea port operation,
railway and freight transportation, electricity transmission and distribution.
Registration with the Board of Investment, the Bangladesh Export Processing
Zones Authority (BEPZA) and the Bangladesh Small and Cottage Industries
Corporation (BSCIC) which were established to promote investment.
Foreign investors also have tax holidays, accelerated depreciation allowances,
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concessional duties on imported machinery and other measures, as contained
in the Industrial Policy 1999 and 2005. Bangladesh is a party to bilateral
agreements for avoidance of double taxation as well as the promotion and
protection of investment with many countries. Intellectual Property rights
and protection for patents, designs, trademarks and copyrights are upheld in
Bangladesh as a signatory to the Multilateral Investment Guarantee Agency
(MIGA) of the World Bank Group, Overseas Private Investment Corporation
(OPIC) of USA and the International Centre for Settlement of Investment
Disputes (ICSID). Bangladesh is also a member of the World Association
of Investment Promotion Agencies (WAIPA), World Intellectual Property
Organization (WIPO) and World Trade Organization (WTO).
Bangladesh has created a regime of incentives for foreign business interests
to promote the inflow of FDI which has steadily increased. In 1977, FDI
inflow was as low as USD 7 million while in 2008, it went as high as USD
768.69 million showing it had multiplied about 124 times. Bangladesh later
attracted 1194.88 million USD worth of FDI in 2012, a leap of about 53.4 per
cent from the previous year which happened in spite of the global economic
downturn. In subsequent inflows from 2013, Bangladesh recorded a general
rise in FDI inflow from USD 1,480.34 million to about USD 2,003.53 million
in 2016.
Despite of these successes, the momentum appears to be reducing as the 2016
figure comprises 70% reinvested funds which might not help to attain the
desired rate of economic growth. A comparison of FDI inflow of Bangladesh
with that of other South Asian countries shows that Bangladesh ranks 3rd in
the volume of FDI inflow which appears encouraging. Nevertheless, when
FDI is expressed as a percentage of GDP which compares the relative size on
the respective economies, the almost stagnant growth becomes clearer. This
constitutes a threat to the development objective of becoming a developed
nation by 2041.
Attracting FDI using incentives might have reached its maximum threshold
in Bangladesh. The World Economic Forum’s 2013 study of FDI states that
“Investment incentives .... Distort markets, promote unhealthy competition,
and may divert resources and attention away from the hard decisions needed
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to improve the business climate and necessary investments in upgrading skills.
Developing countries that become over-reliant on incentives to attract FDI
can adversely affect their own development.” It concluded that an enabling
business environment is paramount to realizing the economic benefits of FDI.
According to the Organization for Economic Co-operation and Development,
“... measures available to host-country authorities fall into three categories:
improvements of the general macroeconomic and institutional frameworks;
creation of a regulatory environment that is conducive to inward FDI; and
upgrading of infrastructure, technology and human competences to the level
where the full potential benefits of foreign corporate presence can be realized”.
This supports the view that Bangladesh needs to concentrate on enhancing
economic competiveness and rely much less on incentives to attract FDI.

Global and Domestic Context in 2041
General: New business models are emerging that play into the evolving needs
of mass people, and as such, traditional investment ideas are becoming more
innovative. The real big game changer is financial technology which will emerge
as a very interesting trend. One aspect of that is how the use of technology, big
data analysis, and sheer computing power can enhance the investment engine
being used by investment leaders. All around the world, energy efficiency will
continue to improve, and a greater share of demand to be met by cleaner fuels.
In part, these gains will be the result of governments and consumers seeking
to meet their demand for energy while also addressing the risks of climate
change.
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Figure 2: World Energy Outlook 2016

Global Context: Price Waters Cooper published their report ‘The Long
View How will the global economic order change by 2050?’ in February
2017. They highlighted the following important aspects:
•

World economy could more than double in size by 2050, assuming broadly
growth friendly policies and no major global civilization-threatening
catastrophes.

•

Emerging markets will continue to be the growth engine of the global
economy. By 2050, the E7 (Emerging Economy E7: China, India, Indonesia,
Brazil, Russia, Mexico and Turkey) economies could have increased their
share of world GDP from around 35% to almost 50%. China could be the
largest economy in the world, accounting for around 20% of world GDP
in 2050, with India in second place and Indonesia in fourth place (based
on GDP at PPPs).

•

Vietnam, India and Bangladesh will be three of the world’s fastest growing
economies over this period.
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•

Emerging economies should make good progress towards closing this gap
by 2050. This will open up great opportunities for businesses prepared to
make long-term investments in these markets.

•

To realize this growth potential, emerging market governments need
to implement structural reforms to improve macroeconomic stability,
diversify their economies away from undue reliance on natural resources,
and develop more effective political and legal institutions.

Figure 3: Projected GDP rankings (at PPPs)
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Figure 4: Projected Average Real GDP Growth p.a., 2016-2050
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Analysis: There are as many projections as there are international organizations,
regional organizations, national agencies, consultancies. The list would be, if
not endless, then quite long. Having reviewed several of these, we have created
our own. You have before a sort of average of averages, a projection of the
world in 2041, very broadly drawn, that has compensated for the inevitable
economic crises and experienced continued strong, if not spectacular, growth.
All figures are given in constant dollars and the depicted growth is real not
nominal.
This world will be more populous, but the world economy as a whole will
grow faster than population, raising living standards. Most of the growth will
be in the developing and transition economies. Many of the poorest countries
will, like Bangladesh, leave the ranks of the LDCs and enter the ranks of
the middle-income countries. As a result, per capita GDP will rise about 60
percent. International trade will grow slightly faster than the economy as a
whole, as more countries become more integrated into the world economy.
Domestic Context: For Bangladesh, we have made the bold assumption that
the high real GDP growth rates of the last decade will creep slightly upward
to eight percent and remain there. This is based on past performance as well
as an expectation of continued strong macroeconomic fundamentals. This

195

growth rate will yield a six fold increase in GDP to about 1.6 trillion dollars.
Combined with population growth to 200 million, GDP per capita should
reach just over 8,000 dollars, a fivefold increase from today. We predict that
trade will increase faster than the economy overall, reaching an annual level
of 320 billion dollars. It is to be noted that, Bangladesh’s LDC graduation will
be taking place. Bangladesh will, however, continue to benefit from ongoing
preferential treatment as an LDC for an additional three years till 2027.
Challenges will need to be addressed, and opportunities harnessed, consequent
to Bangladesh’s LDC graduation. Therefore, the need of preparing a smooth
graduation strategy cannot be overemphasized.
Implications of 2041 for Bangladesh: First, if we want to have an economy
greater than $1.5 trillion in 2041, real annual GDP growth must average 8%
for the next 24 years. This is simple math. Second, it is extremely unlikely
that Bangladesh will become a high-income country by 2041. Even assuming
the definition remains the same as now - and I will leave out a complicated
explanation of the World Bank’s Atlas method - breaking through the “high
income” threshold would require annual real growth of 10% to 11% starting
right now and an even higher rate each year such a goal cannot be met.
In terms of Vision 2041, we must be careful to avoid the trap of assuming that
a high-income level of GDP per capita defines a developed country and that
this is somehow automatically desirable. Equatorial Guinea and Estonia share
a similar level of GDP per capita but there is no doubt as to which country
one would prefer to be poor in. The conclusion then, is that Vision 2041
must avoid the trap of purely economic metrics of development and define
“developed” in both qualitative and quantitative terms.
Challenges for Policymakers
•
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Projections reveal the considerable long-run economic potential of
emerging economies, but realizing this potential will require governments
to implement growth-friendly policies that attract businesses, investment
and talent.

•

Policy makers should look to revive stagnating global trade growth,
engaging in global markets, sharing best practice, and supporting the fluid
movement of goods, services and people around the world.

•

In the face of rising inequality in many economies, governments also need
to ensure the benefits of growth are shared more broadly across society.
In particular, they need to support education and life-long learning to
create vibrant and dynamic workforces, mitigating the impact of ageing
populations.

•

Governments need to make concerted efforts to tackle climate change and
align growth with long-term environmental sustainability.

Turkey and Canada - Their Aspirations for 2041
Just as Bangladesh has a Vision 2041, Turkey has a vision for its economy in
the same year and influential Canadians are also thinking of 2041. Study of
Turkish and Canadian ambitions and how they intend to accomplish them
not only sheds light on Bangladesh’s ambitions but also may suggest ways and
means for Bangladesh.
Turkey: Turkey intends to “cement itself as the12th largest economy in
the world by 2041 (pwc Turkey, 2012).” It plans to do so focusing on five
industries that “have the potential to become centres of excellence by 2041
including: Food and beverage processing; Agricultural R&D and services;
Alternative energy; Automobile production and Tourism (pwc Turkey, 2012).”
Turkey plans to do so by capitalizing “on a growing skilled labour force and
favourable climate, as well as geographical location at the crossroads of a
number of wealthy regions, all of which could be used to sustain long-term
economic growth and development (pwc Turkey, 2012).” Of interest in this
vision is that four of the five industries, except automobile manufacturing,
are reasonable ambitions for Bangladesh. Of the means to be exploited, while
Bangladesh is not perhaps at the crossroads of wealthy regions, it is certainly
at the crossroads of rapidly growing regions and only lacks a skilled labor force
when compared to Turkey.
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Canada: Canadians sees a future in which “growth for small and mediumsized businesses over the next quarter-century will be propelled by economic
diversification away from traditional industries such as manufacturing” in which
employers “must also be able to attract highly qualified workers from overseas
(Atchison, 2016).” One expert predicts that Canada will “probably only make
things … that have a really high-tech component” combine with “providing
high-end services to people”; another predicts “that in the coming decades
most Canadians with postsecondary education will work in high-value service
industries such as telecommunications, health care, professional and financial
services, scientific research and IT (Atchison, 2016).” This has implications
for Bangladesh’s education system - to satisfy Canada’s anticipated demand
for highly qualified workers - and implies that Bangladesh can position itself
to absorb sunset industries as the Canadian economy becomes more postindustrial.

Aspiration of Bangladesh: Vision 2041
“In the year 2041, Bangladesh will become a peaceful, prosperous and
developed place after crossing the status of a middle-income country.” -Prime Minister Sheikh Hasina (February 6, 2014)
A Peaceful Bangladesh in 2041
Bangladesh will ensure peace and security, at home and abroad, without which
there can be no development. Our national government will be one that builds
up the nation while serving the people. We will not shy from the reforms needed
to make our politics vibrant and respectful. We will root out patronage and graft
and respect the civil rights of every citizen. To serve the people and the nation
selflessly, our civil service, police and courts will be professional, impartial,
and responsive. Abroad, Bangladesh will remain a friend to all, an enemy to
none. To ensure our future, we will lead the movement to operationalize and
empower SAARC so that we can capture the domestic benefits of greater
regional integration and development. Bangladesh will maintain its hard won
position as a world leader in stewardship of peace and the environment.
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A Prosperous Bangladesh in 2041
A prosperous Bangladesh cannot mean merely profits for financiers and
industrialists. Instead, it must mean a Bangladesh where every Bangladeshi
can pursue his dreams with dignity. A prosperous Bangladesh must provide
meaningful opportunities for every citizen to achieve her full potential. It
will be a Bangladesh where preventive healthcare, balanced nutrition, and
affordable housing are available to all. A Bangladesh where no Bangladeshi
is left behind, with comprehensive social services for those in need. To live
in dignity, the people must have a land worthy of them. In 2041, a vibrant,
replenished, and resilient environment will be our priceless legacy to future
generations. We will employ the emerging technologies of today and tomorrow
to enable sustainable growth and development for ourselves and our children.
And we will lead regional and international cooperation to protect our home
from climate change and pollution.
A Developed Bangladesh in 2041
Bangladesh will educate her people and develop her human resources by
providing innovative, creative and self-directed educational opportunities at all
levels. Life-long learning and skills training will be available to all Bangladeshis.
Schools, universities and institutes will set world-recognized standards in
vocational, technical, and professional education and certification. To ensure
that all students have equal opportunity, every institution will be equipped with
up-to-date ICT.
In order to guarantee production, commerce, leisure and comfort, we will
have robust, reliable and affordable energy and utilities available to all users,
whether they are in the city or the countryside. As Bangladesh develops, we will
move to “Leap ahead” technologies, the newest renewable energy solutions,
as they become competitive with legacy generating technologies. During the
transition, Bangladesh will become a regional leader in climate change solutions
to ensure not only our future but also our neighbors’ and the world’s.
Bangladesh’s connectivity and logistics networks - both internally and externally
- will be rapid, seamless, and efficient in all domains. Not just sea, air, and
land but cyber as well. People and goods will be able to travel from anywhere
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to anywhere in less than 12 hours by road, rail or air. To reduce congestion,
bottlenecks and delays, development between now and then will focus on
cargo-handling capacity and transport throughput.
Industry in 2041 will be robust, resilient, diversified and clean. A diversified
manufacturing base will underpin the national economy. Fair wages, fair
conditions and fair profits will motivate workers, managers and owners to
excel. Together, they will make “Made in Bangladesh” a byword for quality
and value.
This is our vision for a peaceful, prosperous and developed Bangladesh in
2041.

Challenges and Prospects
Factors Affecting Investment Climate: Some of the international
acknowledged indexes give an idea about the investment climate that prevails
in Bangladesh.
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•

Bangladesh is low in “Doing Business” index (173 out of 189). It scores
lower than India and Pakistan.

•

Bangladesh ranks 110 out of 148 countries in “Global Competitiveness”
report.

•

Bangladesh ranks 131 out of 178 countries in “Index for Economic
Freedom” for being “mostly unfree”.

•

Political ambiguity is the top-most concern of businesses.

•

Concerns are on to access to electricity, finance, high interest rate,
governance, unskilled labor and access to land.

•

It take 1442 days to enforce a contract, and financial cost of enforcement
is 67% of the claim. Whereas it takes 400 days in Vietnam, and 453 days in
China, and financial costs are 29% and 16% of claims respectively.

•

High cost of trade: it takes 28 days to export (costing $1281) and 33 days
to import (costing $1515), in contrast to 6 and 4 days respectively, for the
best performers.

Key Drivers of Investment: There are certain elements which act as the key
drivers for attracting or discouraging investment in a country. For Bangladesh
we have identified some key drivers of investment which are listed below:
•

Energy.

•

Connectivity and logistics.

•

Regional and global integration.

•

Access to serviced land for setting up industries.

•

Governance and Corruption.

•

Efficient Financial Sector which will Boost Investment and Growth.

•

Education and Human Resource Development and access to ICT

•

Increasing Export.

•

Foreign Direct Investment.

•

Forex Reserve Management Options.

Analysis on the Key Investment Drivers
Energy: Availability and reliability of power is a key concern of businesses
with 28% of businesses considering electricity as their top obstacle. The gap
between demand and supply of power is growing. Investment in large power
plants and private investment in this sector will be important to government’s
efforts to increase power generation. By 2030, investment in the power sector
to increase capacity to more than 30,000 MW while also replacing many
old plants, together with distribution network will require about $60 billion.
Investment in renewable energy is also imperative. In order to meet the
present and future challenges, power and gas facilities should be expanded and
alternative sources of power should be developed.
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Connectivity and Logistics
•

For economic growth Bangladesh needs to improve connectivity in rural
areas. Rural urban connectivity hinders business climate and poverty
reduction.

•

Bangladesh needs to improve East-West connectivity, to improve market
access across major rivers. Completion of Padma Bridge would be a major
step in that direction.

•

Air transport is suffering from congestion and lack of capacity. Inadequate
cargo storage and handling capacity hinders export of perishable products
like fruits, vegetables, fish, etc.

•

Handling capacity of the ports need to be expanded with construction of
new deep-sea ports. Needs modernization of handling capacity of existing
ports by increasing the role of private sector and introducing competition.

Regional and Global Integration
•

Promoting integration with Asia (fastest growing region) is vital, especially
for export diversification.

•

The greatest developmental dilemma is that how Bangladesh is going to
balance its geo-economic priorities in the near future. The recent politics
regarding deep sea port construction in Sonadia, Payra and Matarbari has
also created a global power rivalry where China’s ‘One Belt One Road’,
USA’s ‘Asia Pivot’, India’s ‘Cotton Route’ and Japan’s ‘Strategic Posture’centering the Bay of Bengal narrowly and the Indian Oceanic trade routes
and strategic maritime locations broadly- have created a decision making
dilemma for Bangladesh in order to initiate strategic cooperation with any
of these powers.

Foreign Direct Investment
•
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FDI has represented a small fraction of GDP and private investment in
Bangladesh.

•

Export-oriented FDI sources from India, China, Japan and Korea can
enhance market access and competitiveness. There needs to be wellserviced, well-located industrial lands, increased transparency and enforced
standards to attract foreign firms.

Increasing Export: Although growing over time, the role of trade in
Bangladesh economy is still low. Vietnam’s annual export is $150 billion, 5
times more than Bangladesh. 30% of export ($45 billion) is electronics.
•

Exploring New Markets: Bangladesh has not penetrated into growing
markets, such as China, India and broader Asia. Its export is mostly
garments to EU and US. Bangladesh’s merchandise export will be 52%
higher and it can gain $1.8 billion from integration with South Asia – East
Asia. A functional regional transit system (Bangladesh, Nepal, Bhutan,
India and Myanmar) will unlock real benefits. Building of Bangladeshi
brand would be vital to long-term export and investment.

•

Diversification of Products: An incubating environment for finding newer
export product clusters, other than RMG, is vital. Support to intermediate
products, such as electronics, must be extended. Example of Vietnam in
electronics and Thailand in automobiles is noteworthy. An aggressive policy
to attract FDI is vital to export diversification, transfer of technology and
improving Bangladesh brand by upgrading the product quality.

Education and Human Resource Development and Access to ICT:
Improving skills and literacy is vital. Our 50% of the labor force has secondary
education, while less than 1% has professional degrees such as engineering and
medicine. Bangladesh is passing through the demographic dividend phase. It is
going to last for another 30 years. We must develop our work force to reap the
demographic dividend as done by China and Vietnam. Access to internet in
education and human capital development increases the output exponentially.
Access to Serviced Land for Setting up Industries: Lack of serviceable
land for investment and industrialization is widely recognized. 2010 Bangladesh
Economic Zones Act targets to resolve the land constraint. Prime Minister’s
announcement for establishing 100 EZs across Bangladesh is very good. In this
regard, the Government has already announced to establish EZs exclusively
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for Japanese, Chinese and Indian investors. EZs will also be established by the
private sector. Seven private EZs are already under construction.
Financial Sector which will Boost Investment and Growth: It is widely
understood that the high cost of fund in Bangladesh is primarily attributable
to the inefficiencies and inadequate risk management of our financial
institutions. The interest rate spread of private commercial banks is more than
6%, compared with about 3% in most emerging economies. Underdeveloped
insurance, pension fund, and bond market have limited scope for infrastructure
financing from domestic sources.
Governance and Corruption: Now mal-governance and corruption have
become major issues in political and economic significance in developing
countries like Bangladesh undermining the state institutions, norms of
democracy, ethical values, and justice. It jeopardizes sustainable development
and the rule of law.
Foreign Reserve Management Options: Authorities need to implement
a dynamic reserve management strategy with carefully balances liquidity
requirements, safety of capital and return on investment while supporting
economic development and growth.
Strategy to Way Forward: Having a thorough analysis on the key drivers of
investment let us understand the short-term measures which are being pursued
for reaping the benefits from those. On the other hand, we also scrutinize the
existing limitations within these key drivers and suggested some midterm and
long-term measures to overcome those to attract the investment for a long
term sustainable development of Bangladesh.
Short Term Plan and Insight of the 7th Five Year Plan Targets in
Investment
•
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One of the main objectives of the 7th FYP is to gradually move towards
a manufacturing-based economy. To create more employment, improving
standard of living, manufacturing and services will get importance. The
contribution of agriculture to the GDP will be brought down to 12.99 per
cent in 2020 from 16.1 per cent in 2014. The industries share will increase

from 27.6 per cent to 33 per cent in 2020, while that of the service sector
will drop to 54.1 per cent from the existing 56.3 per cent.
•

Some big projects like the Padma Bridge, Dhaka elevated expressway, 826
km new rail track, Rooppur nuclear plant, Payra sea port etc are planned
during this plan period giving a boost to the infrastructural development.
One of the important infrastructural developments will be in electricity
production sector, target of which will be 23000 MW at the end of 2020.
With this, a number of flyovers, roads and highways have been planned.

•

The target for new employment has been set at 12.9 million, although
9.9 million new people will be added to the workforce during this period.
Export target is $55.1 billion and remittance is $25.39 billion.

•

Re-thinking of policies is important to switch over from low productivity
traditional sector to high productivity in the modern sector.

•

Investment is one of the crucial areas; recent trend of investment from
private sector is not very promising. Efficiency issues should be increased
in this regard.

In the 7th FYP, 14.2 per cent tax-GDP ratio has been targeted which was
10.8 per cent in the year 2015. Capacities of the private sector would need
to be increased in a sustainable manner to bear this burden and economic
diversification is one of the crucial agenda for achieving this target.
Macro Indicator
FY15 FY16 FY17 FY18 FY19 FY20
Growth GDP (%)
6.5
7.0
7.2
7.4
7.6
8.0
CPI Inflation (%)
6.4
6.2
6
5.8
5.7
5.5
Gross Domestic Investment
27.6 30.1 31.0 31.8 32.7 34.4
(as % of GDP)
Private Investment (as % of GDP) 22.1 23.7 23.9 24.4 25.1 26.6
Public Investment (as % of GDP) 5.6
6.4
7.1
7.4
7.6
7.8
National Savings
27.1 29.1 29.7 30.2 30.7 32.1
(as % of GDP)
Consumption (as% of GDP) 79.9 77.5 76.7 75.9 75.1 73.5
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Limitation of the Key Drivers and Mid Term and Long-Term
Measures to Overcome:
Limitations
Communication
Infrastructure:
1. A road network of
relatively poor quality
and poorly managed
facilities.
2. Incomplete
domestic and regional
connectivity and no
attention to establishing
multimodal economic
corridors.
3. Neglect of rail and
waterways.
Energy:
1. Supply is unreliable
and lags behind demand.
2. Per capita consumption
is one of the lowest in
the world.
3. Wholesale wastage
of energy because of
poor energy efficiency
awareness
(policy,
technological choices,
and policy support).
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Plans for Overcoming Limitations
Mid Term: Enforcing an infrastructure policy
with emphasis on transport connectivity,
multimodal economic corridors balanced among
different modes (road, rail and inland waterways)
and deep sea ports backing it up with larger
investments; and mobilizing resources through
Public-private partnership (PPP) for greater use
of ICT in transport management.
Long Term: Continuation of the above strategy
with added emphasis on elevated expressways,
increased number of lanes, high speed electric
railway, high speed inland and coastal waterways
transport, mass transport, logistics development,
application of ICT for transport management, air
transport much of it outsourced to the private sector
for investment and operation and maintenance (O
& M) fully equipped to handle cross border and
transit traffic (long and short distance).
Mid Term: Implementing an energy policy for
larger investments in gas exploration and clean coal
based energy, renewable energy as well as energy
efficiency ensuring a minimum of 30,000-40,000
MW by 2030; establish micro-grids with newer
storage options; liberalizing tariff with necessary
regulation; supporting the development of regional
power grid facilitating energy exports and imports
as feasible; supporting program for renewable
energy development; and mobilizing resources
through Public-private partnership (PPP).

Limitations
4. Over reliance on gas.

Plans for Overcoming Limitations
Long Term: Keeping primary emphasis on clean
coal energy, renewable energy and energy import
5. Coal policy is defective; from the regional energy grid with application of
renewable energy is latest technological advancement.
budding.
Mid Term: Enunciating a skill development policy
Skill:
and strategy in response to structural changes in
1. Annual addition of the economy and global opportunities abroad;
2 million plus labor is reorienting skill development towards exportdifficult to absorb.
led growth; developing specific policies and
incentives to attract non-resident Bangladeshis to
2. Low skill pervades the
actively engage in skills transfer and investment
entire labor force causing
in Bangladesh; increasing public investments and
low productivity.
mobilizing private resources including PPP for the
3. Training and skill development of ICT and related skills; increased
development facilities female labor force participation in formal sector
are inadequate and employment and creating greater opportunities
for women in business.
poorly equipped.
4. Competency based Long Term: Continuation of the above strategy;
ensuring that training and skill development is
training is missing.
mostly private sector based; facilitating selected
5. Skill mix of overseas import of skilled labor to fill gaps; and continuing
workers is unfavorable to manpower exports for overseas employment.
raising average earnings/
remittances to the level
of other Asian countries
like India, Pakistan and
Sri Lanka.
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Limitations
Education:
1. Inadequate
preparation for
participation in a
technical know-how,
multilingual, multiskilled and multi-tasked
world; poor quality.
2. High system leakage.
3. Public-private
divergence not
properly balanced with
general and technical
curriculum.
4. Classroom
educational techniques
not effective nor
attractive and enjoyable
with only limited use of
ICT and little room for
original thinking.
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Plans for Overcoming Limitations
Mid Term: Promoting skill development
anchored in a drive for universal English and
Computer literacy from an early stage of schooling;
competency in at least one additional foreign
language for all higher secondary certificate
(HSC) graduates; harnessing mathematical skills;
tackling the two challenges of basic education
that is meaningful quality and system dropouts
through improving teacher quality, curriculum,
teaching materials and physical facilities; develop
vocational experts, gardeners, welders, cooks and
drivers (for export as migrant workers).
Long Term: Continuation of the above policy
and strategy with educational flexibility; introduce
international best practices and content into the
basic education system as much as practicable
to make students at par with those in other
countries, make basic education increasingly ICT
based which is more than just knowing how to use
the computer, introduce additional emphasis on
language proficiency, orient high level scientific
skills, make the educational system in tune with
environmental and climate change issues.

Limitations
Governance:

Plans for Overcoming Limitations
Mid Term: Initiating administrative reform
based on public demand, productivity,
1. Lacking strength,
transparency and accountability; reduction of
competency,
corruption and abuse of power by enforcing the
effectiveness,
rule of law; encouraging female participation
transparency and
and representation in all policy making bodies;
accountability.
strengthening Anti-Corruption Commission
along with expediting the judicial process; and
2. Struggling with the
serious consequences of allocating resources for the development and
application of e-governance.
corruption.
Long Term: Continuation of the strategy of
decentralization and enforcement of the rule of
law with complete transparency and accountability
and further emphasis on e-governance.
Mid Term: Improving financial governance and
Finance:
access to finance especially for SMEs; providing
1. Domestic resource
incentives for FDI especially tax incentives for
mobilization inadequate. non-resident Bangladeshi (NRB) investments;
2. Financial governance Mobilization of public and private resources
is Weak, Foreign Direct including PPP for finance.
Investment (FDI) is low. Long Term: Continuation of the above strategy
3. Financial sector is
fragmented.
4. Inadequate synergy
between monetary and
fiscal policy.

with financial market integration, microfinance
for the extreme vulnerable groups, capital market
development, complete independence of the
Bangladesh Bank in the conduct of monetary
policy, eliminating political patronage.
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Limitations
Policies and
Institutions:
1. Lack of continuity of
policies;
2. Bias towards interest
groups;
3. Institutions are weak
and unable to deliver
4. Lack of flexibility
in both policies and
Institutions; poor
implementation.
Climate Change:
1. Vulnerability to
climate change and
natural disaster.
2. Inadequate policies
and institutions to deal
with challenges of
climate change.

Plans for Overcoming Limitations
Mid Term: Ensuring policy continuity and
effectiveness of regulatory bodies; eliminating
redundant regulations; and ensuring effective
implementation of existing policies with
necessary amendments so that it can serve the
cause of inclusive growth.
Long Term: Continuation of the above with
emphasis on strengthening all institutions in
policy making and implementation of policies,
strengthening the policy making capacity of the
legislature and key ministries of the government.
Mid Term: Implementing climate change
adaptation and mitigation measures; treating
climate change adaptation policy as an integral
part of the development policy matrix; improving
water resource management and promoting
sustainable agriculture and disaster management.
Long Term: With climate change impact being
more evident, intensifying the implementation of
the above strategy with particular emphasis on
the management of change.

Mid Term: Considering the prospect of a highly
urbanized Bangladesh by 2030, formulating a
1. Declining trend in
the availability of usable forward looking urban development strategy,
increasing investment in research, training
land.
and technological innovation, implementing
2. Land use intensity,
legislation enacted for ownership rights;
degradation, and
proceeding cautiously with digitization of land
poor management
records in Bangladesh.
are undermining
sustainability.
Land:
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Limitations
3. Backlog of land
registration.

Plans for Overcoming Limitations
Long Term: Continuation of the above strategy
and elaboration of a revised Land Policy backed
up by a revised Land Law aimed at promoting
4. Inadequate protection land saving and efficient land use and a more
of tenants.
aggressive push to digitization of land records
and transfer.
Graphical Presentation of Short, Medium and Long Term measures are shown
below:
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Action Plan
There are certain goals need to be pursued to revitalize the key drivers of the
investment by relevant ministries, department and institutions like BB, BIDA,
BEZA, BEPZA and so on for bolstering investment in Bangladesh.
Goal
1. Simplify tax regime
and tax Administration
and streamline
incentives

Responsibility:
Ministry of Finance
Ministry of Public
Administration
Ministry of Trade and
Commerce
NBR
Bangladesh Bank (BB)
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Why this Goal
Bangladesh has a
complex corporate
tax system with
various rates and
estimation methods.
The complexity does
not serve the investors.
It creates difficulties
in enforcement and
compliance for the
government as well. .

Way to Achieve
1. Adopt a standard
regime of corporate
tax.
2. Reduce the
number and scope
of tax incentives for
investment to conform
to a new standard
regime.
3. Subject the provision
of any tax incentive to
a cost-benefit analysis.
4. Eliminate gradually
exports subsidies.
5. Create a mechanism
to avoid doubletaxation.

Goal
2. Easy access to land

Why this Goal
It is critical to make
land available for
investment.

Way to Achieve
1. Establish a
coordination body
to oversee the
management of public
Responsibility:
Presently, land related
land at the national
issues
are
very
complex.
level.
Ministry of Land
Reform in this sector
2. Establish a public
Ministry of Trade and is likely to be slow
and lengthy, but in the land database
Commerce
meantime, Government that would list all
Bangladesh Investment should focus on
plots available for
Development Authority materializing EEZ,
development.
(BIDA)
industrial parks and
3. Promote private
EPZs quickly.
Bangladesh Economic
investment in the
Zones Authority
construction and
(BEZA)
management of new
industrial parks and
Bangladesh Export
EPZs through PPPs.
Processing Zones
Authority (BEPZA)
4. Guarantee land
clearance for large
infrastructure projects,
including the social and
environmental impact
assessments, prior to
contracting of private
investors.
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Goal
3. Revisit investment
related policy issues

Responsibility:
Ministry of Land
Ministry of Trade and
Commerce
Ministry of Climate
and Environment
BIDA
Department of
Patents, Designs and
Trademarks (DPDT)
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Why this Goal
Other policies affecting
doing business in
the country need
to be addressed
to improve the
investment climate for
domestic and foreign
investors. Effective
implementation
of competition
law is liable to the
establishment of a
strong and independent
Competition
commission. While
appropriate, the
environmental
regulation could
be strengthened.
Bangladesh, as a LDC,

Way to Achieve
1. Streamline further
the company startup procedures,
particularly to facilitate
the transition of local
enterprises to the
formal sector.

However, it is
important that the
country prepares for
a future without the
TRIPS exemption.

property: continue
to work towards
compliance with the
TRIPS agreement in
preparation for the
eventual expiry of the
exemption granted to
LDCs.

2. The scope of
the competition
commission should
include governmentcontrolled sectors as
well.

3. Environment:
consider removing
the renewal process
and replace with
compulsory annual
reporting with
is exempt from meeting appropriate sanctions
for breaches.
WTO intellectual
property obligations
4. Intellectual

Goal
4. Transparency and
efficiency in public
administration.

Responsibility:
Ministry of Public
Administration
Ministry of Post,
Telecommunication
and ICT
Anti-Corruption
Commission (ACC)

Why this Goal
Corruption and
inefficiency in public
administration have
been cited as important
obstacles to investment.
A comprehensive
public administration
reform would benefit
in introducing a culture
of good service in
all public Institutions
to facilitate the
development of the
private sector and
foster investment.

Way to Achieve
1. Present Citizen
charters in all key
public administrations
must be followed to
provide services.
2. Strengthen
e-governance tools
that could simplify the
procedure to establish
a business and promote
investment.
3. Place formal
monitoring
procedures to evaluate
implementation
progress across public
agencies.
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Goal
5. Promote PPPs in
energy, roads and
ports and Special
emphasis on energy,
communication
infrastructure.

Responsibility:
Ministry of Road
Transport and
Highways
Ministry of Shipping
Ministry of Power,
Energy and Mineral
Resources (MPEMR)
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Why this Goal
Foreign investment
will be necessary
for Bangladesh to
meet its physical
infrastructure needs.
PPPs are well adapted
for infrastructure
projects that have a
social benefit and are
commercially viable. A
coherent energy policy
is lacking.

Way to Achieve
1. Energy: allow
economic pricing of
domestic gas and coal,
and enable state power
entities to operate
commercially. Priority
in renewable energy for
future investment
2. Energy: strengthen
the independent energy
regulator and guarantee
its full independence.
3. Energy: continue
to promote clean and
Conditions are
green energy, and adopt
encouraging for PPPs
a renewable energy
in roads and bridges.
development plan.
In ports development, 4. Roads: preserve
policy is yet to
competition to PPPs
determine the scope for by offering alternatives
private investment.
to toll highways and
bypasses.
5. Roads: rationalize
land use policies
to designate major
highways improvements
as corridors to enhance
their impact.
6. Ports: develop
a coherent ports
development plan.
7. Ports: revise
regulations on port
charges and port
services to facilitate
private investment.

Goal
6. Modernize
investment promotion
efforts.

Responsibility:
BIDA
BEPZA
BEZA

Why this Goal
Bangladesh has put in
place the institutional
structure like BIDA for
investment promotion,
but the absence of an
effective action plan
to develop promotion
functions hampers
its effectiveness.
BIDA, lacks sufficient
resources In particular,
marketing and branding
capability is weak.

Way to Achieve
1. Adopt an investment
promotion action
plan to implement the
concept on a State
policy for attraction
and protection of
investment.
2. Develop effective
investment promotion
functions with
adequate resources (i.e.
facilitation, marketing
and investor targeting,
research).
3. Strengthen marketing
and branding activities
by producing an
The adoption of
investor-friendly
specific targets would
website and a range of
facilitate the
sector-based marketing
materials; develop an
establishment
investment product
database to store,
of performance
measurement indicators analyze and produce
information; improve
brand awareness.
4. Upgrade investor
facilitation services by
adopting, within a single
window system for
investor relations, clear
procedures for handling
investor enquiries and
visits at no cost for
investors; adopt a client
charter detailing the
services available and
commitments on quality
standards; prepare
investor visits and postvisit follow-up activities.
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Goal
7. Effective education
and skill development

Responsibility:
Ministry of Education
Ministry of Primary
and Mass Education
UGC

Why this Goal
Certificate based
education don’t
produce any
competence based
human resources.
Without skill
development
productivity will not
increase and there will
be shortage of required
Human capital for
investment

Way to Achieve
1. Curriculum up
to higher secondary
level needs thorough
revision which will
provide applied and
quality education.

Information is power.
By ensuring internet
access for all, the
very potential of
the human creativity
could be harnessed.
It would also ensure
good governance and
transparency. We would
also be prepared in
responding to ever
fast socio economic
changes due to the
impact of technology.

1. Access to ICT
education and training
should be made
available for all.

FBCCI
8. Access to internet
for all

Responsibility:
Ministry of Education
Ministry of Primary
and Mass Education
ICT Division
Post and
Telecommunication
Division
BTRC
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2. Technical education
should be given
more priority for skill
development.
3. University should
carry out more research
for innovation.

2. Required
infrastructure and
service delivery to be
ensured for access to
internet for all.

Case study: Investment required for Realizing Goal ‘Access to Internet
for all’
An approximate calculation is given in Annex A (To be given separately)

Conclusion
Bangladesh is a land of opportunity. We have every potential to grow further.
Entrepreneurship development and investment promotion is the most
effective tool to make these potentials in reality. New investment brings
employment, technology, managerial knowledge to alleviate poverty. Therefore
it is the time for the Bangladeshi political leaders to seat together and come
to a consensus for the quicker growth of the nation. Building a supportive
institutional arrangement will be key to the establishment of a dynamic and
private sector oriented policy ecosystem in Bangladesh. Bangladesh has the
potential to mobilize huge amounts of resources from private and domestic
and foreign official sources in carrying out massive infrastructural investment
plan. Increasing institutional capacities for investment promotion and FDI
attraction into Bangladesh could lead up toward this dream in near future. We
all have a stake to perform for building a prosperous Bangladesh in near future.

Recommendation
•

Basing on the study on the subject an Action Plan has been suggested in
the paper. For realizing the Vision 2041 by pursuing a dynamic investment
plan, responsible Ministries, Organization, Department and Institution
may follow the suggestion made in the Action Plan.

•

Ensure a conducive atmosphere for bolstering local investment which
ultimately ensure the increase in FDI.

•

Encourage entrepreneurship by eradicating bureaucratic hassle and with
an accelerated fiscal policy support.

•

Incentive for enhancing partnership with private sector and academic
institution for innovation and research.
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•

Being the focal point, Government must act as catalysts and bridge in
facilitating private sector, academia to engage more actively with global
platform like World Economic Forum, ITU etc.
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34

Dr. Zaidi Sattar

35

G. M Khurshid Alam

36
37
38

Appointment
Director
Chairman,
Department of
Economics
Executive Member
(IP)
General Manager
(Planning &
Development)
Senior Research
Fellow
Chief Executive
Officer

Maj Gen Rafiqul Islam
(Retd)
Dr. Syed Anwar Hussain
Addl Secy A F M Nurus
Safa Chowdhury, ndc
(Retd)

Organization
NSI
BUP
BEZA
BEZA
BIISS
BFTI
BMTF
BMTF
SKS
SKS
SKS

Bangladesh Diesel
Managing Director
Plant Limited,
Gazipur
Policy Research
Chairman
Institute
Policy Research
Operations Director
Institute
Resource Person
Professor

Dhaka University

Former Faculty
Member

NDC
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41
42
43

Name
Addl Secy Nurjahan
Begum, ndc
Col Muhammad
Shahnoor Rahman,
afwc, psc (retd)
Md Abu Taher
Jamil Mahmud
Sourav Lasker

44

Sharhawat Hossain

45
46
47

Tawhidur Rahman
Mehedy Hasan
Mr. Dipu

Professor
Staff Reporter
Photo Journalist
Special
Correspondent
Senior Reporter
Senior Reporter
Cameraman

48

S M Shafayat Hasan

Reporter

39
40

49
50
51

Mohammad Farhad
Hossain Talukder
Md. Shahadat Hossain
Md. Sharif Alam Khan

Appointment
Former Faculty
Member
Former Faculty
Member

Organization
NDC
NDC

The Daily Star
New Age
New Age
ETV
Dipto TV
Dipto TV
Dhaka Bangla
Channel

Senior Reporter

Channel 9

Research Officer
Photographer

ISPR
ISPR

Moderator/Coordinators
1
2
3
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Air Vice Marshal M Sanaul Huq,
GUP, ndc, psc, GD (P)
Colonel A K M Fazlur Rahman,
afwc, psc
Lieutenant Colonel
A N M Foyezur Rahman psc, Engrs

4

Md Nazrul Islam

5

Lecturer Farhana Binte Aziz

Senior Directing
Staff (Air)
Director, Research
& Academic
Senior Research
Fellow
Assistant
Director (Library)
Research Fellow

Moderator
Chief
Coordinator
Associate
Coordinator
Assistant
Coordinator
Assistant
Coordinator
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Mirpur Cantonment, Dhaka, Bangladesh
www.ndc.gov.bd

