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[ndia to tighten rules for credit
cooperatlves to protect Investors

REUTERS/FILE

A man walks past Sahara India Complex building in Noida on the outskirts of New Delhi.

REUTERS, New Delhi

India will crack down on errant tinancial firms
that raise funds, mainly from millions of rural
poor customers, through loosely regulated
credit cooperative societies, a senior official in
the agriculture ministry said.

This follows a Reuters investigation that revealed
an expansion in fund-raising by embattled con-
glomerate Sahara India Pariwar using four credit
cooperatives in different parts of the country.

Reuters spoke to dozens of savers who said
Sahara had not given them their money when
their deposits matured. Instead, they complained,
Sahara's agents and branch officials tried to per-
suade them to switch their matured savings

deposits to new schemes offered through credit
cooperatives run by Sahara. Sahara has not
responded to requests for comment by Reuters.

The federal government plans to penalise
cooperatives that fail to repay investors when
deposits come due or engage in other violations
of regulations, a senior official from the Ministry
of Agriculture's credit cooperatives division told
Reuters.

The official, who has direct knowledge of the
matter, did not want to be named as he was not
authorised to speak to the media. Agriculture
Minister Radha Mohan Singh and Secretary Siraj
Hussain, the top bureaucrats in the ministry, did
not immediately respond to emails seeking
comment.

One measure under discussion is to either
have an independent regulator supervise credit
cooperatives or bring them under the purview of
an existing regulator, such as the Securities and
Exchange Board of India, which oversees India's
stock markets, the official said.

Credit cooperatives are widely used by the
rural poor. A lack of banking services in India -
nearly two-fifths of its 1.27 billion people have
no bank accounts - has helped shadow banks
such as the credit cooperatives thrive for decades
in Asia's third-largest economy. "The idea is to
make it more stringent by giving more teeth so
that we are able to effectively protect investors’
interest,” the cooperatives division official said.
"Various suggestions have been made and the
top brass is very serious about this.”

Under Indian law, credit cooperatives must
be owned by their members, who are also the
main customers. Cooperatives operating across
state lines are registered not with the central
bank, but with the cooperatives division of the
Ministry of Agriculture.

Multi-state credit cooperatives would be
better regulated under India's central bank, the
Reserve Bank of India (RBI), said Bindu Ananth,
head of the IFMR Finance Foundation, a non-
profit group that seeks to broaden access to
financial services. "It's an anomaly that you have
a class of deposit-taking institutions that is out-
side the ambit of the RBI," Ananth said.

The proposed regulatory changes from the
credit cooperatives division in the farm ministry
would come after Prime Minister Narendra Modi
launched an ambitious project to widen banking
services in India called the Jan Dhan Yojana, or
People's Wealth Scheme. Since August of last year,
it has opened 200 million new bank accounts.

The programme seeks to curb the use of cash,
limit corruption and rein in the informal, and
often illegal, shadow banking activities con-
ducted by some firms mostly in rural areas.
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Arshad Hugq, chief operating officer of Transcom Electronics, and Rafiqul Islam, owner

of Electro Fair, pose at the opening of Electro Fair, an exclusive dealer showroom of
Transcom Electronics, in Gazipur.

Govt may set up
fertiliser plant in Iran

FROM PAGE B1

In the same vyear, Bangladesh
bought 3.91 tonnes of urea ferti-
liser from Karnaphuli Fertiliser
Company Ltd in Chittagong and
14 lakh tonnes of urea from inter-
national markets. The annual
demand for urea and non-urea
fertilisers is estimated at about 3.5
million tonnes, 1.2 million tonnes
of which are imported, according
to the industries ministry.

To cut import reliance, the gov-
ernment is setting up Shahjalal
Fertiliser Factory in Fenchuganj,
Sylhet. Once completed, it will be the
country's biggest fertiliser factory.

The factory with a production
capacity of 5.8 lakh tonnes a year
is adjacent to the age-old state-
run Natural Gas Fertiliser Factory.

The industries ministry is
implementing the Tk 5,409 crore
project with technical assistance
from the United States and the
Netherlands and financial sup-
port from China.

New company for
Bangabandhu-1
satellite on cards

FROM PAGE B1

Submissions for the contest must be made by January
20, and the winning entry will get Tk 50,000 in prize
money, officials said. “We can have the logo and
trademark for the satellite company drawn by any
reputed firm in a short time. But we launched the
competition to make the general public feel associ-
ated with the project,” Razzaque said.

The final logo and trademark along with other
papers will also be sent to the Office of the Registrar
of Joint Stock Companies and Firms, he said.

The officials of the new company will be appointed
soon after the formation of the new company, said
Shahjahan Mahmood, chairman of BIRC. “We will
also provide the new staff with proper training.”

The government also has plans to launch at least
two more satellites under the new company, and
BTRC has already applied for three other orbital slots
from the International Telecommunication Union,
the specialised agency of the United Nations for
information and communication technologies. In
November 2015, the BTRC signed a $248 million
deal with a French company—Thales Alenia
Space—to design, build and launch Bangabandhu-1,
which is set for launch in December 2017.
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Md Mahbub-ul-Alam, chairman of Dhaka Electric Supply Company, presides over the company's 19th annual general meeting at PSC
Convention Hall in Mirpur, Dhaka yesterday. Desco declared 10 percent cash and 5 percent stock dividends for 2014-15.

Industrial policy must be executed fully: analysts

FROM PAGE B1

The industries ministry has formu-
lated the Industrial Policy 2015
following consultation with minis-
tries, experts from think-tanks and
representatives from the private
sector in the last one year.

It will soon be sent to the cabinet
for approval, said Industries
Secretary Md Mosharraf Hossain
Bhuiyan.

The ownership of the policy
would be shared by all related
ministries as the action plans were
formulated with their participa-
tion, he said, adding that an action
plan will be formulated outlining
who will do what.

Industries Minister Amir Hossain
Amu said the bottlenecks confront-
ing the country's industries are long-
running, but some of them have
already been removed.

The rest will be removed gradu-
ally as their removal is necessary to
achieve the visions for 2021 and
2040,

Amu said his ministry has
undertaken a raft of measures
including removal of bottlenecks
standing in the way of industries.

This includes steps to set up
parks for manufacturing raw mate-
rials for pharmaceutical industry
and speedy relocation of leather
and plastic factories out of the
capital.

If any problem arises, it will be
sorted out through inter-ministerial
meeting, and, if necessary, the prime
minister will be consulted with, the
minister added.

Khondaker Golam Moazzem,
additional research director of the
Centre for Policy Dialogue, said it is
everybody's responsibility to
implement the policy.

But unfortunately the industrial
policy has become the policy of the
industries ministry as it formulatesit.

Time-bound targets have to be
set for other ministries so they carry
out their duties properly, he said.

Quoting one foreign investor,
the economist said the industrial
policy in India is complex but
transparent compared to that of
Bangladesh.

Moazzem said the implementa-
tion of the policy is not evaluated.
“If we can do that, we will be able to
spot the deficiency in implementa-
tion.”

The economist also said
Bangladesh would lose some pref-
erential market access after the
country becomes a middle-income
nation after 2024,

“New kinds of laws related to
labour, environment and intellec-
tual property rights will come into
force for Bangladesh. We have to
keep thisin mind.”

The government should look
into whether there is overlapping in
facilities being provided by the
Bangladesh Export Processing
Zones Authority, the Bangladesh
Economic Zones Authority, the
Board of Investment and the
Bangladesh Small & Cottage
Industries Corporation, he said.

Muhammed Aziz Khan, chair-
man of Summit Group, called for
digitalisation of land records so
one can know about land owner-
ship.

“Because of lack of digital
records, it has become difficult to
purchase a piece of land without
spending 2-3 years,” he added.

In the past the government
always tried to come up with a
comprehensive industrial policy in
order to please everybody, Bakht
said.

“But in so doing, you end up
with a lack of focus. Unless you take
a categorical position you are not
giving the right signal. You will
have to have a complete action
plan.”

He also pointed out the flaws of
the draft policy.

The preamble of the draft policy
said that the country will be self-

sufficient in meeting the demand of
industrial goods and products.

But no country in the world tries
to do that as it will not be wise from
a comparative advantage point of
view, he said.

The researcher also took a swipe
at Bol for its weak pre-investment
counselling capacity, saying if some-
body approaches the agency for
information about the potential
areas for investment it will not be
able to give them the service.

Giving an example of the lack of
coordination among the state
agencies, Bakht said there is also
lack of coordination between the
industries ministry and the Bureau
of Statistics as the latter does not
follow the industrial policy for
definition of small and medium
enterprises.

Noab Treasurer Matiur Rahman
Chowdhury called for a cut in
import duties for newspapers. The
country levies 25 percent as duties
and value-added taxes, whereas it is
5 percent in many countries,
including the neighbouring ones.

The industrial policy will not
give any positive result if the indus-
tries do not survive, he added.

Mir Nasir Hossain, a former
president of the Federation of
Bangladesh Chambers of
Commerce and Industry, said the
local industries have to be protected.

It has become very difficult to
reach break-even for a company as
the costs of doing business and
land are high, he added.

Zahid Hussain, lead econo-
mist of the World Bank's Dhaka
office, said the success of a policy
relies upon a number of issues
such as an efficient entrepreneut-
ial class, functional bureaucracy,
skilled workforce, cultural and
linguistics similarities, equality
and influential business commu-
nity.

“In Bangladesh, we have an
emerging entrepreneurial class. But

there is a deficiency when it comes
to skilled workforce and bureau-
cracy.”

At the discussion, a number of
speakers also called for freeing up
industrial plots now being held by
loss-making state-owned enter-
prises and allocate them among
industries.

“We are not getting any value for
money from these tracts of land,”
said Hussain of the WB.

These unused industrial parks
should be utilised by way of allow-
ing both local and foreign investors
to invest, he added.

Tapan Chowdhury, managing
director of Square Textiles Ltd,
pointed out that the current policy
has not recognised backward link-
age and textile sectors as thrust
sectors although they are an impor-
tant part of the garment sector.

The government should arrange
all utility facilities at the economic
zones and other industrial parks as
it is very difficult for an investor to
manage gas, water, power services
on their own.

He also said the government
should allow companies to pro-
duce electricity through captive
power system as it is more efficient.

Shamim Ahmed, a former presi-
dent of the Bangladesh Plastic
Goods Manufacturers and Exporters
Association, proposed keeping exit
provision in the industrial policy
when a business fails, a proposal
that was supported by a number of
participants.

“We set up factories, we take risk,
we create jobs and we pay taxes.
Sometimes, we may fail. But we
cannot exit if we fail. It cannot be an
industry-friendly policy if we can-
notexit,” he added.

Matiur Rahman, president of
Noab, moderated the discussion,
while Md Salim Ullah, senior assis-
tant secretary of the industries
ministry, also spoke.
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