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ENABLING ENVIRONMENT FOR PRIVATE INVESTMENT IN BANGLADESH
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The present govi. has clear and wel defined economc

pokcies, the baskc premse of which s to brng about
SOCIO-@CONOMIC emancipation of the masses and seff-relance
through invoivenent of the people N productive actvities. The
cumrent Industnal polkcy has been formulated n conformity with
this basic phlosophy and its man am s 1o sohve the exstng
problems of industria growth pavwg the way for rapd
expansion of the private sector and transformng Mo a more
competitive market economy Heguiatory complcations and
controls have been reduced to a mrwmum The govt has
steadily iberalzed ts trade regme & sgnficant progress has
been acheved N eoucng non-taff restrichons on rade.
rationalziNg tanf rates & Mproving export Ncentives. In oroer
1o augment the meager resource base of domestic Ndustnes
low duty rates on Import of pmary mw Matenals. moderate
rates Oon NtemMmedkate products and Mgh rate on oy
products are being mposed The mtroduction of VAT n the
country has gone a long way n rahonalzng the mport tanf
and domestic tax structure The present structure of tanfis
and the Import Pokcy are beng reguiarty reviewed by the govt
to dentify areas where further actions are caled for

The promotional (also called Sponsor'T agences responsile
for the development of the prnvate sector rvestment are the
Bangladesh Export Processing Zones Authorty (BEFZA) for
ndustnes located in the export processing zones the
Bangladesh Smal & Coftage Iindustnes Corporation (BSCIC)
for smal & cottage ndustres and the Board of investment
(BOI) for al other ndustries The Board of Investment and the
Bangladesh Export Processing Zones Authortty are headed by
the Pnme Minster and the Bangladesh Smal & Cofttage
industnes Corporation & under the admnstratve control of
the Ministry of Industnes

Three maor city development Authortes namely RAJUK' at
Dhaka, Chittagong Development Authority (CDA) at Chittagong
and Khuina Development Authorty (KDA) at Khuina under the
Minsstry of Works have a number of Industnal Estates n thewr
respective Dvisional Headquarters BSCIC has thwty industnal
estates at vanous parts of the country and 52 more of its
estates are in different stages of mplementation The
Bangladesh Export Processing Zones Authorty has two zones,

Oone sea-port based n the port-city of Chitagong and the
Other Arport based N Savar near the captal city of Dhaka Al
these Estates & Zones a > supported by adequate necessary
rnira-structural facikbes

Bangladesh tradtionally known for Jute and tea exports has
recently attracted world wade attertion for readymade
gaments and leather prooucts exports Bangladesh foresees
an expanson of her agnoultural sector as wel as, noreased
Owversity n non-traditional industres and business Few
potenta rvestment areas are, (a) Agnoulture and Agro-based
noustnes, (b) Fshenes (c) Chermcals (d) Blectronics, (e)
Leather & Leather products. (f) Light ndustries, (g) Minerals
Natua gases & OfF expioration (h) Textles. (i) Toursm, (J)
Power generation and (k) Tele-communcatons investment
N power Qgenerabon and felecommuncation Ssectors s
expected 10 be a hghly rewarding venture and have recently
been opened for Private Sector IMvestment Bangiadesh

offers great opportunties specialy 10 the Japanese ndustres
facng shortage of skiked and unskiled abour and also for ther
SUnset Ndustnes

Bangladesh s an exciting and affordable place to ive and vistt
Hstonca and archaeclogical stes dot the country sides. some
dgabng as far back as the thwd century BC Bangadesh s
home to some of the maor rekgons of the workd namely
isam Hnousm Buddhem & Chrstanty Owing to long
tradmon of tolerance complete communal harmony exists iIn
the country The constitutions of the country also guarantees
ft freedom of rekgon and there 8 NO discrimnation based
Oon race, redgon caste sex, Or place of bwth Bangadesh
endowed ‘mth enchanting scenc Deauty, mighty rivers, sunny
beaches hstoncal rekcs and colorful tnbal e Modem Hotels
Motets with recreathonal and other faciities Rest-houses Youth
NN Restaurant are avalable at wel known places of rerest
For recreations. expatnates have access 1o three Prvate Clubs
n Dhaka to play Terwws, Squash Golf and Blards and to
swiIm Or dine Similar sports and recreatonal faciibes are also
avalable n Chittagong and Khuina

m—‘__—____——__
Investments registered with the Board of Investment

during March '91 to May '94
i Forexgn Investment
Local investment (100% & Jont Venture) Total nvestment
No. of units | Proposed investment hbnftrﬁsiprnpoaedrmastm mmmTﬁwmm
Penod registered (iIn mikon Taka) | registered (in miion Taka) registered (iIn mion Taka)
March 91 77 2899 1 216 a8 M5
-June ‘9 -
i i : 4
91-92 _l 233 3653 24 1017 257 4670
92-93 353 3603 28 2109 381 5712
+
93-94 upto 739 15383 81 29475 820 44858
May
+ 4 + -+ r's
TOTAL 1402 25538 144 32817 1546 98355
A Bnef on : 22) Yasunon TAKAG Deputy General Manager
Energy & Chemical Project Dept 1
KEIDANREN MISSION VISIT S0 i b
(Leader) From Page 7 23) Tatsuya NONAKA Manager, Asa-Pacific Dept
Overseas Market Office
: Kawasaki Heavy Industnes. Ltd
1) Kazmi-tAFﬁJm UbeGer:jnfmeBnadﬂf 24) Akihiro HASHIBA e S actiori M
Machinery Div
Marubeni Corporation (Local Participants)
Deputy Leaders -
( o) 25) Naohiko SUDO General Manager, Dhaka Office
2) Jro ROKUKAWA President ftochu Corporation
Tokya Maruichi Shoji Co., Ltd 20100 KRLIZANA Cenens Managar, sk Offios
3) Kazuo NUKAZAWA Managing Director Nichimen Corporation
28) Akihtko MISHIMA General Manager, Dhaka Office
Toyo Engneenng Corporation
4) Yasuo K Managing Direct
) L Km_wm 29) Tatsumasa ARITA General W Dhaka Office
- Mitsui & Co., Ltd.
5) Saruro SAKAKIBARA Dwrector, General Manager | *
| for Asia & Oceania 30) Mikiya SAHARA General Manager
8) Kaichi TANIMOTO Drector | Kinsho-Mataichi Corporation
I“HEI ! SRS 5 31) Takeshi SUGIURA GeneraManager Dhaka Office
7) Tetsuo NISHIZAKA Drector ) Tomen Corporation
 General Manager, Plant Di. 32) Tes IKEMURA Germfabﬂa'agam{}ﬂbe
Marubeni Corporation - _ Sumitomno Corporation l
8) Yasuaki MIZUSHIMA - General Manager, KAFCO
9) Masami KiDO General Manager, Projects Div.
10) Tadashi TAKAHASHI Senior General Manager, |
Plant & Project Div. Export from import into
1) Takefumi ACH General Manager, Plant Div. (In mion (in milion
Tomen Corporation Us$) US$)
12) E§ FUN General Manager
o Prqe,; Promotion Div. 1987-88 70.53 45939
Japan International Development 1988-89 67.26 447.34
13) Masao TAKEMOTO General Manager | 1990-61 57.27 171.05
' international Cooperation EEI'.'K. 1991-92 39.90 157.92
| Mitsubishi Corporation 1992-93 55.65 18126
14) Minoru OKA General Manager
The Fuji Bank, Ltd. » 3
= ! b ‘From Page 7 PROSPECTS OF INVESTMENT ‘]
s bl Asia&OoaaiagDhr | Based on the fabric  utiization projection of 1994-95, i atieast
wwmﬁ,ww 50% of this quantity were to be met locally as per the current
16) Koji OKA General Manager o Textie Policy then atleast 30 untts of composte mills, based
Overseas Business Planning Dept. onupto date technology would have been needed as neither
Hitachi Zosen Corporation the current meagre domestic capacity (15 million yards), nor the
17) Akinori SEKI General Manager i | local quality is equipped to meet the requirement of the RMG.
Maruben gé‘awm bt in view of the lucrative scope of investment in the Textile sector
- International Operations take ful advantage of the opportunities by ether relocating ‘thewr
Presidential Administration Office "sunset” industries or setting up new units to meet the demand
Mitsubishi Heavy Industries, Ltd OLEW CRDIMG. L.
19) Hironori [TAZU Deputy General Manager THE FROZEN FOOD SECTOR :
Overseas Operations Promotion The frozen food sector is dominated by the Intergrated Shrimp
Office, Hitachi, Ltd. Farming industry, the entire output of which is exported. During
20) Katsuaki NAGAIKE Senior Manager 1992-93, export of frozen foods from Bangladesh accounted for
Planning & Coordination about USD 160 milion out of which shrimp exports accounted
Asia & Oceania Office for about USD 151 million. There are 107 land based factories,
Toshiba Corporation and 48 trawler based factories having total annual rated capacity
21) Yasunori NAGATOMO  Deputy General Manager of 186.5 thousand metric tons. Our Government has identified
| international Transport Div. integrated Shrimp Farming industry as a very potential sector and

has alldwed a 9 year Tax Holday Period and &
' See Cot U

L]

INCENTIVES AND FACILITIES
FOR PRIVATE INVESTMENT

General Incentives for both Foreign and Local investors

Tax Hollday : Tax holday s allowed t0 ndustries subect to the
relevant rues and procedures set by the Natona Board of
Heverue (NBF) Presently # s allowed for five sever rine and
twehve years for NOustnes set LD n the developed less
developed, east developed and speca economic zones
respectively The period of such tax holiday s caiculated from the
month of commencement of commercial production The elgibility
of tax holiday 8 tc be determined by the NBR and the
commencement of producton s certified by the respective
SDONSONTG. agences

Accelerated Depreciation = Accelerated deprecaton n ey of
tax hokday s alowed at the rate of B0 percent of actual cost of
machmery or plant from the year the untt starts commercal
production and 20 percent for the folowing year f the industry
S located n the developed area f the unt 8 set UD N 2 less
developed area the rate of deprecation & 100 percent
Concessionary Duty on Imported Caprtal Machinery  Import
Outy at the rate of 75 percent acvaloren s payable on captal
machnery and spares mported for ntial nstallation or for
BMR/BMRE of existing ndustries The vaiue of spare parts should
not. however exceed 10 percent of the total value of the
machinery Out of ths 75 percent rate of duty payable
export-onented mndustres and mndusines located n  the
under-developed areas may enoy a further concession of the
mport duty.  For 100 percent export-ornented ndustres no

mport duty 8 payable

Vaue Added Tax (VAT) s not payable for imported capital
machinery and spares

Tariff Rationalsation = Products of local ndustries are protected
through tarff ratonalsation, keeping N vew the rterest of
entreprenewurs and CONSuUMmens

Rationaksation of Import Duty . Duties and taxes on mport of

goods which are produced locally wil be higher than those

appkcable 10 mport of raw matenals for producing such goods

Other ncentives

- exemphon of tax on mterest of forexgn loans

— axempton of tax on royalty, techmcal know-how and technical
assstance fees etc

— Wberal nvestment allowance for tax assessment

— mport of machinery under suppler's credit Or pay-as-you-eam
(PAYE) scheme on approved terms.

— avalabiity of long term credit faciities on Iberal debt-equity
rato from industrial financing nstitutions (development finance
nstitubons, natonallsed commercial banks and private
commercal Danks )

— Nncome tax exemption of foreign techncans employed n
approved ndustnes for a penod of 3 years

— remittance of 50 percert of the salary of foreign natonals
empioyed N approved ndustnes

— remittance of savings from eamings, retirement benefits and
persona assets of ndwviduals on retrement/ termination of
servces, and

— remittance of approved royaltes technical know-how and
techrscal assistance fees

Faciities and Incentives for Foreign Investors

In aoditon to ncentives stated earfer, forexgn iNvestors are also

entitied to the following —

— lax exemption on captal gans from the transfer of shares by
the mvesting company;

— avodance of double taxation in case of foreign investors on
the basis of bilateral agreements,

— NO restncton in ssung work permits to foreign nationals in
Bangladesh

— faciites for repatriation of invested capital profts and

— prowsion for transfer of shares held by foreign shareholders
to the local shareholders/investors with the permission of the
BO! and the Exchange Control Department of the Bangladesh
Bank.

— ftreatment of repatriable dvdends as new foreign investment
if renvested.

— alloming long term loan working capital loan to forexgn
investors from local commercial banks; and .

— permanent resdentship to a foreign citizen investing a
minimum of US$ 75000 or equivaent amount
(non-repatriable) . similarty citizenship to any foreign citizen
mnvesting US$ 500,000 or transfernng US$ 10,00,000 to any
recognsed Bangladeshi financing institution (non-repatriable).

Additional Facilittes for Only EPZ Industries

in addition to the incentives and facilities available to industries in

general, the industnes in the Export Processing Zones (EPZ) are

allowed to enjoy the following facilities -

— freedom from National import Policy restrictions:

— off-shore banking faciiities;

— relocation of existing industries from abroad,;

— back to back letter of credt faciity for certain types of
industries for import of raw materials.

— equal treatment to foreigners investing in EPZs:

— availlabilty of food stuff and beverage on payment of nominal
tax for foreigners working in EPZs;

— exemption of customs duties and sales tax on imported motor

vehicles for executives of enterprises;

one stop senvice to investors; and

COMPARATIVE ADVANTAGES
FOR INVESTMENT IN
BANGLADESH

Bangladesh has the following comparative advantages for foreign
nvestment over other Asian countries

* The cheapest and easily tranable labour is abundantly avaiable
in Bangladesh. Out of the total population of 110 milion, -the labour
force comprises 507 milion

* Bangladesh is one of the three Asian countries (the other two
beng Srianka and China) who offers uncondttional 100 percent
foreign equity or ownership in industrial investments

" Inflation rate is the lowest (1.3 percent) among the Asian
countries.

* There is no restriction on issuing work permit to a foreign
national

* Bangladesh Is most liberal in granting permanent residentship
and citizenship to foreigners shNon-repatriable investment of only
US$ 75000/- n an industrial project is the only condition of
granting permanent residentship and a minmum investment of
US.$ 50,000/ or transferring U 8.3 10,00,000/- to any recognised
financing institution which should be non-repatriable & the
condition for granting Bangladeshi citizenship

* Tax holiday allowed for new investment in Bangladesh i the
maximum, 5 to 9 years in most of the areas on some conditions,
and 12 years in special economic zones (in the Chittagong H¥
Tracts)

* Bangladesh enjoys Most Favoured Nation (MFN) treatrment from

encouraging a number of countries including the US A with whom biateral

aQuacuiture regions IN the coastal belt appear viable areas of Nyt
Hmﬂmmm

Banglacesh s one of the leading producers of ute in the world
Al present the anrual production s 850000 tons of which
NMMJEMMHWWMMHM
;mmmm.mmmwm
coth, ute yam/twine fwmm.m
mmmmmammmhm
producton of paper pulp which & used in the manufacture of
wgh Quality ndustnal grade paper and newsprint of fering

9000 potentia export market Possibiities of setting up Jont
veriure prosects I ths field s very promising between the private
mﬁhmmmmmm
he technical know-how It may be mentioned that the use of
green ute n paper production is cheaper than the traditional raw
arvwonmenta balance

THE, LEATHER GOODS SECTOR -
mwmmmmmwmmaﬂm
mmmmﬁmmwmm
untl recently were exported n the form of the total output. about
1mnnwm#mhmmwm
Dalance
crust form mmmwmmm
mmmnmmmimmm
and as a resut abuut 15% of the total raw hides and skins are
mﬁwnmmmﬁlﬂhnﬂd
Wies and skans. now beng exported n crust form, are avallable
for firshing locally Moreover. the duty-free mport of raw or crust
eather s also alowed by finshng units

n vew of the afore mentioned bref outine of INvestment

From Page 7 MATURAL mm- LOCATION
specal sgficance for us our Hon'ble Prime Minster Begum
Khaleda Zia to Japan At that meeting, we. in the private sector
made it Cear 10 our Japanese counterparts that Bangladesh has
gone Wrough te process of consoldating its policy of
berdzation, mprovng the environment  for  foreign drect
mvestment nflow, further strengthering the democracy and
enhancng admwnistrative efficiency We highilghted the needs for
estabisihwg a durable and effective process for comprehensive
facitation of ndustria relocation. It s worth mentioning here that
the Japanese overseas production s projected to double n the
coming years and the Asian contiment wil reman the host to
such relocaton

The nfrastructure development has been foremost » natonal
plannng in Bangladesh The strategy of exg . . growth has
brought about rapsd Mvestments N ports  development, road
network and telecommuncation. The Japanese ‘ent has
contributed substantially towards infrastructure With
the completion of the Megna-Gumti bridge on the
Dhaka-Chittagong highway which s beng constructed under
Japanese asssstance, there will be substantial economy in the
transportation. Smilarly, the Japanese contribution to the
construction of the Jamuna Bridge, will prowvide a magor filp 1o
Our 8CONOMYy

There are several other maor nfrastructure proects N power,
telecommunication, water supply etc. n Bangladesh which may
be of nterest to Japanese ndustry The moot pont here & that
snce Japanese assstance n nfrastructure s consistently beng
Meanwhie, Bangladesh govermment has demonstrated wisdom
and commitment to human resource development by making the
highest budgetary allocation to eduction. The enrolment for
management personnel are coming out in larger number from
rate of owverseas recrutment of Bangladesh manpower s
increasing. The domestic manpower wages are $40 for unskiled
to $70 for skiled worker per month. Al these would amply show
the merits Bangladesh as an investment location for Japanese
overseas inNvestors. :

Insofar as a market s concemed, the large popuiation, given an
economiC stimulus, wil be a large market In addition with the
regonal market developing and with Bangladesh offering a much
more open, flexible and dependable environment, it offers to be
a natural base for production for the regiona market On the
other hand it enjoys MFN status and enjoys GSP faciities.
Meanwhie, at this stage of Bangladesh, capital market
emerging to play its rightful role in the ndustrialization of the

in the past two years with the participation of overseas funds as
wel as considerable rise n domestic nvestments. This clearly
shows that the economy enjoys both local and overseas investor
confidence. The economic polices of the govermment has

set by the government, are most favpurable compared to those

prevaiing in the neighboring countries.

The private sector in Bangladesh in today more organized than
before. The FBCCI, being the apex body of the private sector, s
N a position to entertain any enquines that the overseas investors
may have. it would lke to refterate its role as a match-maker to
provide al supporting services for expansion of trade and
nvestments.

treaty of trade and nvestment has been signed. The countnes
with whom Bangladesh has so far signed bilateral nvestment
treaties are US A, UK, Germany, Romania, Belgum, Repubic of
Korea, Thaland, Turkey, France and Htaly.

* As one of the least developed countres, Bangiadesh enjoys
Generalised Systern of Preference (G.SP)) fadiiies for favourable
export to the USA

* Avoidance of double taxaton agreements have been sgned
with Japan, UK. htaly, Canada, Sweden, Malaysia, Sngapore and
the Repubhc of Korea.

* Legal protection to al foreign investments n Bangladesh is
provded by an Act of Pafament passed n 1980 aganst
nationalisation and expropration. Non-commercial rnsks  of
nvestment in Bangladesh are also nsured by the Multiateral
Invastment Guarantee Agency (MIGA)

* Foreign Exchange reguiations have been relaxed to the
maximum Imit by the recent introduction of free convertibiity of
Taka, the Bangladesh curency This has accelerated the free
fow of ntemational business transactions

' Repatrigtion of foreign capital investment along  with
profits/dvidends has been made easy and smpified Now no
prior parmission of any authorty s required for thesr repatnabon

* Cost of land and energy prnces are one of the lowest n the
regon. There 8 a huge proven and recoverable depost (about
11 trikon cutxc feet) of natural gas n Bangladesh

' Bangladesh has two seaports with al modem facktes and
intermal transport and communication system has vasth mproved
over the years

" Most mportant, Bangiadeshs people are hospiable endh, and
reshent and greatly value the roke of foresgn mvestment o hes

country



