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President’s Memo
Aftab ul Islam, FCA
President, American Chamber of Commerce in Bangladesh

Aftab ul Islam
The American Chamber of
Commerce
in
Bangladesh
(AmCham) is happy to present
its 25th quarterly journal! We
acknowledge the great support
of all the contributors, members,
patrons and the readers for making
the Journal a flagship venture of
AmCham!
Since independence, Bangladesh
has increased its real per capita
income substantially, cut poverty
rate by over sixty five percent, and
is well set to achieve most of the
millennium development goals.
Some of the specific achievements

are, reducing the growth of
population,
increasing
life
expectancy, increasing the rate of
economic growth from an average
rate of 4% in the 1970s to 6% in
the 2000s; increasing the savings
and investment rates, achieving
gender parity in primary and
secondary education; remarkably
increasing the production of
rice, thereby achieving near selfsufficiency in normal production
years. The economy today has a
stronger foundation, flexible and
resilient, as demonstrated by the
ability to face the global financial
crisis with minimum negative
effects.
Bangladesh
achieved
this notable progress on the
development front despite huge
internal and external constraints.
But important challenges remain
and new challenges have emerged.
Although
Bangladesh
was
referred to as an ‘international
basket case’ and a ‘test case of
development”
during
1970s,
things started changing from
1990s in the positive direction.
An aid-dependent and aid-hungry
country has become a tradedependent nation, and has also

become important partners of
progress with many countries
through its growing international
trade. Achievements on economic
and social fronts during the past
two decades enabled the country
to appear on the threshold of an
emerging economy, improving
the country image manifold.
The real problem of the country
is not the national disasters, it
is most unfortunately the manmade turmoil and tension, for
which the nation has been paying
an unbearable cost. The country
has enormous potential to grow
and thrive, and our resilient
private sector has genuinely
proved that in the past and
has been continuing the trend.
What the country actually needs
today is to grow faster through
short-term, mid-term, and longterm planning process, close
monitoring, keeping of course in
mind the intense international
competition. 6% growth has
become a normal phenomenon,
what the nation badly requires is
to achieve an 8-10% growth, and
sustain it for the next several years
to enjoy the status of a middle
income country.

Celebrating Two Years as U.S. Ambassador to Bangladesh
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Celebrating Two Years as U.S. Ambassador to
Bangladesh
Remarks made by U.S. Ambassador to Bangladesh Dan Mozena at AmCham Luncheon Meeting on November 19, 2013

Everywhere I go, people always
hear me coming … thunk, thunk,
thunk …

Dan Mozena
Aftab, Gafur, Special Guests of the Head
Table … and All my Good Friends of
AmCham …
Asalaam ‘mlaikum … and good
afternoon.

I tell people to pay no attention
to that irritating noise … it’s just
me, dragging along the heavy
mandate that was thrust upon
me in November 2011, when
I left Washington to begin my
ambassadorship
here.
That
mandate, as some of you may
recall, is to broaden, to deepen,
to strengthen the partnership
between America and Bangladesh,
to the benefit of the people of
both countries. And if you read
the fine print on my mandate,
you will discover, “the sky is the
limit … the sky is the limit …” I

your team work as hard as you
can to take America’s partnership
with Bangladesh to even greater
heights.”
My commitment to Nisha,
my commitment to you, my
commitment to the people of
Bangladesh is that my Embassy
team and I will not come up
short … we will do everything/
everything that we can to promote
a Bangladesh that is peaceful,
secure, prosperous, healthy and
democratic. We know that such a
Bangladesh is good for America,
good for South Asia, and, most
particularly, we believe such a
Bangladesh is good for the great
people of Bangladesh.

Two years ago this very day I arrived
in Dhaka as America’s ambassador
to wonderful Bangladesh …
Some of you were there and heard
it for yourself as I came off the
airplane …
Thunk, thunk, thunk …
Some of you heard it last November
when I stood here and spoke of
my first year as ambassador in
Bangladesh …

am charged with taking America’s
relationship with Bangladesh as
far as Bangladesh wants to go.

Thunk, thunk, thunk …

This mandate remains unchanged.

Many of you may have heard it
just now … as I walked over to this
podium …

In fact, just yesterday my newly
anointed boss Nisha Biswal was in
town, and one of her key missions
was to renew that mandate:
“Dan,” she said, “I want you and

Thunk, thunk, thunk …

As I look back over the past twentyfour months, I see the important
progress that we and the people
and government of Bangladesh
have made in broadening,
deepening, strengthening this
partnership. Let me cite just a
few examples that drive home
the point that the partnership
between America and Bangladesh
has never/never been better than
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it is today, at this very moment as
I stand before you:


Working
together,
we
have institutionalized the
relationship.
Last
year
Secretary Clinton and Foreign
Minister Dipu Moni created

the Partnership Dialogue. At
the time, Secretary Clinton
said the relationship is so
important that its success
should not be linked to
the personal interests and
priorities of the incumbent
Secretary or Foreign Minister,
but rather should have an
institutional foundation of its
own. In May, Under Secretary
Wendy Sherman and Foreign
Secretary Shahidul Haque
held the second meeting of
the Partnership Dialogue and
participated in our first ever
Private Sector Forum … and
what a success … I believe
this legacy will long endure.


We and our Bangladeshi
counterparts
have
also
institutionalized our security
partnership. In April this year
we held the second session of
the Security Dialogue, and
a week ago we had here in
Dhaka the second session of
the Bilateral Defense Talks.
This
deepening
security

partnership
has
yielded
great dividends. Bangladesh
can now better protect
itself from the trafficking
of people, drugs, and arms,
from terrorism, from piracy,
from theft of fish and

other maritime assets. The
Bangladesh Coast Guard and
Navy now have the fastest
boats in the Bay of Bengal,
reducing robberies by over
two-thirds
and
cutting
insurance rates by a third.
Bangladesh’s version of the
Navy Seals helps protect
Bangladesh’s vital maritime
assets. In a month the
Somudra Joy will steam into
Chittagong. This ship, a gift
from America, is the largest
ship in the Bangladesh Navy,
and I am working now to
get another such ship so
Bangladesh will have two
of these 378 foot vessels to
command its waters. We also
partner with the Bangladesh
Army in honing its Special
Operations forces so they
can better secure the land
borders. And soon I hope to
launch a partnership with the
Border Guard of Bangladesh
to respond to their request
for specialized training.

AmCham
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The partnership is yielding
great dividends in better
preparing the nation for
natural disaster. I am so
proud that America right
now is partnering with the
Government of Bangladesh
to build 130 more cyclone
shelters, adding to the over
550 that we together have
already built or rebuilt. I am
hopeful that next year we
will be able to provide four
more C-130’s to augment
the Government’s capacity
to respond to disasters.
And we are supporting the
Government’s
determined
efforts to help prepare for an
earthquake disaster.



Bangladesh is the global
model/the global model
for slashing child under
five mortality and maternal
mortality, and in enabling
Bangladeshi
families
to
have the family size they
want. Few, if any, other
developing countries can
match Bangladesh’s historic
successes, and I am proud
that America is a key partner
in helping Bangladesh on
these fronts.



At the time of Bangladesh’s
liberation, some famous
people dubbed Bangladesh
a bottomless basket case.
In reality, Bangladesh is
becoming an overflowing
basket
of
agricultural
bounty as the nation has
already become rice selfsufficient and is well on its
way to becoming food selfsufficient. President Obama’s
signature Feed the Future
program has contributed to
helping Bangladesh increase
agricultural
production,
improve families’ ability
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to procure food, and help
mothers
prepare
more
nutritious food for their
families.






Trade
and
investment
between the two countries
continues to grow, up ten
percent this year.
The number of Bangladeshis
studying in the U.S. has shot
up over 15% this year, further
deepening the people-topeople ties that are key to
the partnership between our
two countries and bringing
us a step closer to our goal
of increasing the number of
Bangladeshi students in the
U.S. by ten-fold.
The newest frontier of
partnership
is
working
together with Bangladesh’s
many other partners to help
bring the RMG sector to
international standards in
term of fire safety, factory
structural soundness, and
respect for workers’ rights
to freely associate and
organize. Bangladesh has
begun already to create the

processes that will bring
the apparel sector to global
standards, paving the way
for Bangladesh to become
the number one RMG
exporter in the world!
I could go on and on … helping
the police build a communitybased force, mitigating for
the impact of global climate
change, inspiring pre-school
children to learn through the
magic of Sisimpur, expanding
Bangladesh’s training center for
international peacekeepers …
the successes of the AmericaBangladesh partnership seem
almost endless. But you get the
point … America and Bangladesh
are great partners, and our
partnership is getting deeper,
broader and stronger every day,
which I think works greatly to
the benefit of the people of both
nations.
My love and passion for this
country are no secret. I think
everyone in this room is aware
of my vision of Bangladesh as
the next Asian tiger – the Royal
Bengal Tiger -- strutting proudly
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across the global economic
stage as Bangladesh plays a role
commensurate with its being the
world’s seventh largest country.
I think everyone in this room
is aware of my aspiration of
Bangladesh as a Middle-Income
Country, where all have the
means to provide their families
secure housing, ample, nutritious
food, good healthcare, and quality
education.
I think the people, business,
civil society, government of
Bangladesh working together
with America and all of
Bangladesh’s many other friends
and partners can make the
vision of Sonar Bangla reality. Of
course, this will not be easy as
the challenges of infrastructure,
governance,
and
political
instability are all real, but I
believe they can be overcome/
they must be overcome/they
will be overcome as Bangladesh
builds Sonar Bangla.
I believe the wonderful people of
this great nation deserve nothing
less.

AmCham
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AmCham in Action
A. Gafur
Executive Director, American Chamber of Commerce in Bangladesh

physical and soft, so that
investment in basic industries
could be made attractive. I am
taking the opportunity to thank
AmCham members, advertisers
and authors for their continuing
remarkable support for AmCham
Quarterly Journal. The following
are some of the activities carried
out by AmCham during the past
couple of months.

February 12, 2014: Lunch
Meeting with Commerce
Minister Mr. Tofail Ahmed
A. Gafur
We are pleased to present our
regular
AmCham
quarterly
Journal,
the
25th
issue.
Bangladesh has begun to recover
from the shocks of the last year’s
political turmoil which devastated
the whole country. What is
important for the Government
today is to make effective

AmCham February meeting was
graced by the Honorable Minister
for Commerce Mr. Tofail Ahmed.
He spoke on “Doing Business in
Bangladesh: Opportunities and
Challenges”.
The
Commerce
Minister in his remarks said
that the commercial activities
of Bangladesh had increased
manifold over the years which can

appreciated the commitment,
dedication of the dynamic and
resilient business community of
Bangladesh. He said that political
stability has remained one of the
major challenges for an emerging
economy like Bangladesh. He said
Bangladesh businesses suffered
heavily due to blockades, strikes
and political violence last year. He
observed that politicians might
have differences on various issues
but they should be united on the
issues of trade, investment and
overall economic development of
the country. AmCham President
Mr. Aftab ul Islam in his speech
emphasized that relative peace
today could not be the guarantee
for lasting peace and stability. He
called for creative national efforts
to maintain political stability
in the country. He stressed for
national reconciliation on certain
basic areas of the economy so
that the people of the country
could reap tangible benefits from
the available enormous business
opportunities.

March 25, 2014: Program
with IFC on Efficient Use of
Water

efforts
towards
promoting
confidence in the minds of the
investors, local and overseas,
so that they are encouraged to
invest in Bangladesh, where the
opportunities are still plenty.
Huge investment is necessary
to
developing
infrastructure,

be well understood if compared
with the trade figures of initial
years of the independence of
Bangladesh. He viewed that if
everything goes well the Readymade-garment exports would
reach US$ 30 billion by 2015, and
US$ 50 billion by 2021. He highly

With a view to assist entrepreneurs
in the Textiles sector to address
the aspect of resource efficiency
and environmental performance
that is critical for the long-term
sustainability of the industry,
AmCham in partnership with
International Finance Corporation
(IFC)’s Water PaCT project hosted
a sensitization workshop at the
office of IFC.
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The Bangladesh Water PaCT:
Partnership for Cleaner Textile
is a transformational program
launched by the IFC, with
support from the Netherlands
Government, 8 Apparel brands,
BGMEA, Solidaridad Network,
in January 2013. The program
aims to initially support factories
in specific geographic clusters
reduce their water footprint
through: (a) cleaner production
practices, (b) improved water
resource management awareness
and systems, and (c) investments
in technologies that significantly
reduce
water
consumption
and effluent. Over the course
of time, it is anticipated that
such practices will be adopted
beyond these clusters to cover
the entire industry and perhaps
also replicated by other industries
across the country.
This
program
requires
the
ownership,
support
and
participation of a wide range of
stakeholders in the country. It
is envisioned that support and
valued feedback from stakeholder
will add great value in the strategic
direction of the project. As such,
stakeholder engagement will help
create a modern, clean, efficient
and fair textile manufacturing
sector in Bangladesh by helping
to address important questions
such as: what is the true cost,
to factories and to the nation,
of the sector’s current use of
water?; what opportunities exist
to simultaneously strengthen the
industry, reduce costs, and reduce
water, energy, and chemicals
consumption?; what actions,
including policy interventions,
are required to convert these
opportunities to results on the
ground?
Through a series of consultations
that has already begun last

September, PaCT is reaching out
to factory owners, government,
think-tanks, professionals, NGOs,
buyers and other stakeholders to
discuss these questions, and chart
a course of action.
At the Workshop IFC made a
presentation on PaCT objectives
and activities, followed by a Video
Clip on project success and lessons
learnt from the Cleaner Production
project. The Participants showed
keen interest in this workshop,
actively participated in question
and answer sessions, provided
their opinion and insights, that
made the event truly meaningful.

March 30, 2014: Lunch
Meeting with Planning
Minister Mr. AHM Mustafa
Kamal

AmCham invited the Honorable
Minster for Planning Mr. AHM
Mustafa Kamal to share his
thoughts on “Planning for
Rapid and Sustainable Economic
Development” in its March
Luncheon Meeting. The Planning
Minster said that last 43 years
have not always been smooth for
the country. He recognized the
fact that economic development
is not possible without the
development of infrastructure.
Private investment can of course
bring required speed in the areas
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of
development.
According
to the Government planning
Bangladesh will emerge as a
middle income country by 2021.
Political instability and the
negative effects of climate change
have kept growth lower than
its potential. Even then a silent
transformation has been taking
place in Bangladesh society and
economy. Bangladesh has been
consistently becoming a trade
dependent country rather than
an aid dependent one. Although
Bangladesh was treated as a
basket case at one point of time
of Bangladesh’s history, it is a no
longer a basket case, it’s a case
full of opportunities, possibilities
and potential. In many social
indicators Bangladesh is well
ahead
of
our
neighboring
countries, that could surprise

many and in the ultimate analysis
this demonstrates the nation’s
growing economic strength.

April 27, 2014: AmChamDCCI Joint Meetings
concerning first TICFA
meeting in Bangladesh
American Chamber of Commerce
in Bangladesh (AmCham) and
Dhaka Chamber of Commerce
& Industry (DCCI) organized a
Lunch Meeting on the occasion
of the first formal meeting of
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the “Trade and Investment
Cooperation Forum Agreement
(TICFA)” at the DCCI Auditorium.
The Lunch Meeting was graced

remarks, Mr. Delaney attaches
great importance to Bangladesh,
which sets an important example
in the region and the world as

by Mr. Michael J. Delaney,
Assistant United States Trade
Representative for South Asia and
Head of U.S. delegation, as Chief
Guest and Speaker. This meeting
was followed by another two
business sessions; first meeting
took place between Bangladeshi
Private sector and joint USG/
GOB delegations, and the second
meeting was held between U.S.
Private Sector and USG/GOB
delegations. DCCI President Mr.
M. Shahjahan Khan and AmCham
President Mr. Aftab ul Islam
welcomed everyone present to
the event. U.S. Ambassador Dan
Mozena introduced Mr. Delaney
to the audience and requested
him to address the gathering. The
Lunch Meeting and the business
sessions were moderated by
AmCham President. AmCham
President in his brief remarks said
that as Bangladesh and the United
States were having significant
amount of trade and investment,
and has enormous potential for
rapid and further growth, TICFA
could work as a remarkable
platform to discuss the issues,
identify the opportunities and
address the challenges for the
benefit to both nations. In his

a moderate, secular, Muslimmajority democracy of 160 million
people offering a positive role for
regional stability and prosperity
in South Asia. According to
Mr. Delaney the United States
believes that Bangladesh is a key
to developing trade and economic
corridors between South and
South East Asia. The speech of Mr.
Delaney has been incorporated
separately.
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growth slowdown. Inflation has
been contained within single
digit levels. The stable, sustained
growth trend has been maintained
with Bangladesh government’s
inclusive development strategy,
supported by Bangladesh Bank’s
initiative
of
mainstreaming
socially responsible financing in
corporate ethos and objectives
of the country’s financial sector.
Financing support from these
initiatives for agriculture, SMEs
and
environment
friendly
projects have generated domestic
output and domestic demand to
compensate for external demand
weakness from slowdown in
advanced Western economies.

AmCham May Lunch Meeting
was graced by the Bangladesh
Bank Governor Dr. Atiur Rahman
who made presentation on
“Macroeconomy and Investment:
Bangladesh Perspectives”.

Exports have also continued to
grow however, and together with
healthy inflows of remittances
from workers abroad, have
underpinned strong gains in
external sector viability reflected
in healthy positive current
account balance, more than
ten-fold increase in foreign
exchange reserves to over USD
20 billion from only 1.6 billion
in FY2000. Prudent fiscal policy
helped
accumulating
higher
revenues with moderate deficits
leading to declining public debt
ratio. Attention of the inclusive
financing initiatives on adequacy
of credit flows to SMEs helps
enhance macro-financial stability,
with incremental output on the
supply side and employment
and income generation on the
demand side.

In his remarks, Dr. Atiur Rahman
said, “Bangladesh economy is
undergoing steady above six
percent average annual real GDP
growth for more than twelve
years now, amid ups and downs
in the global economy including
the global financial crisis and
the subsequent ongoing global

Bangladesh is maintaining a most
welcoming regime for FDI and FPI
inflows. Up to 100 percent foreign
ownership is freely permissible for
FDIs in the industrial sector; FPI
inflows are freely permitted in the
local equity and bond markets.
Post-tax profit or dividends earned
by non-residents on that FDIs and

May 28, 2014: Lunch
Meeting with Bangladesh
Bank Governor Dr. Atiur
Rahman

AmCham
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FPIs are freely repatriable abroad;
disinvestment proceeds along
with capital gains are like-wise also
freely repatriable. Tax holidays,

import tariff waivers/concessions
on capital goods and serviced
industrial zones are available for
foreign and local investors. Taka
term loan from the domestic
market and working capital
financing in foreign currency from
parent company are also now
permissible for foreign owned/
controlled companies engaged
in manufacturing or services
output activities in Bangladesh.
Besides manufacturing, major
opportunities for foreign investors
in Bangladesh exist also in the
infrastructure sector, including

gas and electricity generation,
toll bridges, hotels and other
tourism facilities, tertiary health
care hospitals, developing land

port, seaport, airport facilities
and so forth. Software and IT
enabled services are yet another
new promising area for foreign
investors in Bangladesh.
Bangladesh has already attained
a number of MDGs including
halving of poverty well ahead
2015 timeline. Rapid poverty
decline in the large population of
160 million is providing domestic
and foreign investors with a
large demand base; couple with
the very competitive low wage
in the largely young working
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population; this is attracting
relocation of foreign investors
from costlier locations elsewhere.
Many large globally active
businesses including Samsung,
Unilever, Honda, Telenor etc.
have setup manufacturing units
and other facilities in Bangladesh.
In the financial sector, globally
active banks like HSBC and Citi
NA are maintaining branch
operations in Bangladesh.
Given the advantages of her
current demographic dividend of
a large youthful work force and
a broad based social consensus
on social responsibility driven
inclusive development strategy to
harness the ingenuity and creative
energy of all population segments
in overcoming challenges on path
of rapid poverty eradication and
eventual prosperity; Bangladesh is
now charting the next phase of her
progress path aiming at: reaching
the upper middle income country
group GNI threshold by 2030, and
attaining developed advanced
economy status by 2050”.
The Presentation of Dr. Atiur
Rahman has been incorporated
separately.

AmCham
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From Boy Scout to Microcredit Pioneer: Five
Skills for Changemakers
By Ashoka
It is unlikely that the 15-year-old
Mohammad Yunus, who visited
North America on a Boy Scout trip
a half century ago, ever imagined
returning 57 years later to receive
the United Congressional Gold
Medal.

Yet, despite this, as Yunus found
through his life – we humans
are the same more than we are
different. Empathy is key to
making these human connections
and finding powerful solutions to
social challenges.

Connect with where you are
A deep understanding of a
particular place or culture gives
a social entrepreneur an almost
spiritual association to their work.

“The pover�� is not created by the poor people. Poor
people are the Bonsai people. There is nothing wrong
with the seeds. Simply societ� never gave them the
base on which to g�ow. If you had the base for them,
they will g�ow as tall as anybody else.”
MUHAMMAD YUNUS
He was awarded such an accolade
earlier this year because he’s had a
profound influence on the way the
world does business. So what can
we learn from him? Here are five
things that social entrepreneurs
and changemakers can take from
his life and work…

The Importance of Empathy
Empathy is the ability to
understand the feelings and
perspectives of others, and to use
that understanding to guide one’s
actions. This skill is even more
important in our modern world
where we’re exposed to so much
new information, people and
places every day.

Embrace Failure, Stick to
Your Guns
Another universal quality among
successful social entrepreneurs is
to dare to dream differently.
In a recent New York interview
(NYT 2013), Yunus states that
despite having being unsure if his
work would make him successful
or not, he was never afraid of
failure. “I jumped at what I felt was
right,” he said. “And the whole
world was telling me that it won’t
work. It’s a utopian idea; it won’t
survive long. But I didn’t listen to
them. I listened to myself. That
I think is very important. And I
stayed on my course.”

Yunus spent his early childhood
in the village of one of the poorest
nations in the world, but always
remained loyal and rooted in his
concern for the Bangladeshi people.
For example, during the Bangladesh
Liberation War in 1972, he founded
a citizen’s committee, ran the
Bangladesh Information Center,
and published the Bangladesh
Newsletter alongside his role as
assistant professor of economics
at the Middle Tennessee State
University.

Think Big
Bill Drayton (Founder and CEO
of Ashoka) famously said, ‘Social

AmCham
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Entrepreneurs are not content to
teach a man to fish.
They will not rest until they
have revolutionized the fishing

level, through the development
of microcredit and microfinance.
“Poverty is not created by poor
people; it is created by failure
of institutions.” He convinced
local banks to make loans to
underserved populations – a
systemic shake-up which could
have a transformative impact on
a poor person’s life. The Grameen
Bank he founded has now gone on
to work in areas from agriculture
to communications.

Step up to Leadership

industry. Yunus’ desire to alleviate
poverty was and is on a structural

Perhaps this is an obvious point,
but what makes Yunus a truly
exceptional social entrepreneur
is that he is a true leader—a
master craftsman whose work
shifts mindsets about the global
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fight against poverty. Not only
has he carved out a path for social
business, but he offers guidance
to those hoping to follow in his
footsteps. He is able to help us
vision a positive future and help
us find a path to get there.
(Note:
Muhammad
Yunus
is
an Ashoka Global Academy member.)
Source: http://www.virgin.com/unite/
leadership-and-advocacy/from-boyscout-to-microcredit-pioneer-fiveskills-for-changemakers

Reference
NYT 2013: Source: Beyond Profit: A
Talk with Muhammad Yunus by David
Bornstein, New York Times, April 17, 2013
7:00 am;http://opinionator.blogs.nytimes.
com/2013/04/17/beyond-profit-a-talkwith-muhammad-yunus/?_ php=true&_
type=blogs&hp&_r=1
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Remarks by Assistant USTR Michael Delaney

Remarks made by Assistant USTR Michael Delaney at AmCham-DCCI Joint Luncheon Meeting on April 27, 2014
in South Asia. The United States
believes that Bangladesh is key to
developing trade and economic
corridors between South and
South East Asia.

Michael Delaney
Thank you DCCI President
Mohammad Shahjahan Khan,
AmCham President Aftab ulIslam, and Ambassador Mozena
and other distinguished guests,
thank you for the warm welcome
and kind introduction. I am very
pleased to be in Dhaka again
and to have the opportunity to
provide you all with an update
on the US-Bangladesh Trade and
Investment relationship. I want
to thank the Dhaka Chamber
of Commerce and Industry
and AmCham for co-hosting
this event and for your kind
hospitality in allowing me the
time to address this distinguished
group.
Bangladesh matters greatly to
the United States, as it sets an
important example in the region
and the world as a moderate,
secular,
Muslim-majority
democracy of 160 million people
offering a positive role for
regional stability and prosperity

As you are all aware, there are
also strong bilateral commercial
and economic ties, especially in
the readymade garment (RMG)
sector.
U.S. companies are
heavily invested in Bangladesh.
Chevron and ConocoPhillips are
involved in both onshore and
offshore natural gas exploration
and production, while GE
turbines power 80 percent of
Bangladesh’s installed gas fired
power
generation
capacity,
contributing to the country’s
steady 6 percent GDP growth
and continued progress towards
middle-income status.

When I addressed the AmCham
in October 2009, I noted great
strides in building the trade and
investment relations between
our two nations. At that time,
U.S.-Bangladesh bilateral trade
exceeded $4 billion. I am proud

to report that in 2013, bilateral
trade exceeded $6 billion, 50
percent more than 2009 levels.
In 2009, when global trade was
faltering, Bangladesh apparel
exports to the United States,
Bangladesh’s
largest
single
country export destination, grew
by 11 percent. Last year, apparel
exports to the United States
grew by 12 percent, surging over
$5 billion. I also pointed out
that U.S. exports to Bangladesh
were modest, but growing, and
featured cotton, yarn, fabric,
machinery and food grains. U.S.
exports last year were up 44
percent over the previous year,
and continue to be dominated
by cotton and other RMG inputs,
power generation machinery,
and food grains. We hope our
exports to Bangladesh break $1

billion this year, highlighting a
growing bilateral economic and
commercial relationship.
In November of last year, the
United States and Bangladesh
signed the Trade and Investment
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Cooperation Forum Agreement,
or TICFA. At the end of January
of this year the TICFA came into
force. The TICFA is the primary
mechanism for the United
States and Bangladesh to discuss
trade and investment issues
and provides a forum to address
important related issues such as
the environment, intellectual
property
protection,
worker
rights and worker safety, and

is a major buyer of Bangladesh’s
exports, and we are proud of the
contribution we are making to
development in Bangladesh.

lives lost due to shortcomings in
fire and building safety and the
inability of workers to demand
certain basic protections.

A full range of trade and
investment issues will be discussed
at our inaugural TICFA Council
meeting tomorrow.
We look
forward to establishing a TICFA
Labor Affairs Committee and a
TICFA Committee on Women’s

the economic empowerment of
women. I have long felt that
we have not been well served by
the absence of a regular, formal
trade and investment dialogue
between our countries, so I
attach considerable importance
to the launch of the TICFA. We
hope to accomplish much in this
forum – we have a considerable
bilateral trade and investment
relationship, but I believe these
numbers are only a fraction of
the potential. Economists like me
like to cite statistics, but I realize
that these numbers represent
many thousands of jobs for
the people of Bangladesh; they
represent impressive gains in
living standards and the ability of
parents to ensure a better life for
their children. The United States

Economic
Empowerment
where we can jointly work on
these important issues with an
interagency and inter-ministerial
team of experts.

The shocking images of the
Tazreen Fashions fire and the
Rana Plaza building collapse
were broadcast across the globe
and focused a bright spotlight
on serious shortcomings in
Bangladesh’s garment sector.
Attention turned to the failure
of the employers to provide
safe working conditions, the
failure of factory owners to
effectively enforce fire codes
and building standards, and the
inability of workers to raise their
concerns and be taken seriously
by employers and company
owners. Those powerful images
helped to galvanize efforts here
in Bangladesh, and support from
individuals and organizations
around the world, to address
these weaknesses so that there
is never again another tragedy
of this scale in a Bangladeshi
workplace.

We understand that economic
development is a critical priority
for Bangladesh. We know that the
women and men of Bangladesh
want to support their families
and provide them with a better
life and more opportunities. The
extraordinary growth of the readymade-garment
(RMG)
sector
over the past several years holds
great promise and has opened up
enormous opportunities for the
country’s economic development
and for lifting millions of
Bangladeshis out of poverty. But
that extraordinary growth has
come with a cost, a high cost of

In the United States, President
Obama took the extraordinary step
of suspending Bangladesh’s trade
benefits under our Generalized
System of Preferences program
in June 2013. His decision was
based on Bangladesh’s failure
to meet the GSP requirement
that countries be “taking steps
to
afford
internationallyrecognized worker rights.” The
purpose in suspending trade
benefits, however, was not to
penalize Bangladesh, but rather
to send a strong signal about
the urgent need to address these
concerns. The U.S. government
has provided millions of dollars
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in technical assistance to help
improve building and fire safety
and the ability of workers to
exercise
their
fundamental
rights. Also, at the time of the
President’s decision on GSP, we
provided the government of
Bangladesh with an Action Plan
containing
recommendations
on actions that Bangladesh
could take to provide a basis for
reinstatement of GSP benefits.
These include improving labor,
fire, and building standards;
removing obstacles to freedom
of association and collective
bargaining; and reforming labor
laws.
I will talk about some of the
recommendations in the Action
Plan in just a moment. But first,
I believe it is important to note
that the United States had its
own Tazreen Fashions and Rana
Plaza experience. Just over a
century ago, in March 1911,
the Triangle Shirtwaist factory
in New York City burned to
the ground, killing 146 people,
mainly young women. Because
of poor safety conditions in the
building, many workers jumped
to their deaths to flee the ensuing
flames. That fire was our call to
action.
It galvanized support
for stronger worker protections
and institutions to enforce them,
from workplace health and safety
to workers’ right to organize
and bargain collectively.
The
Tazreen Fashions factory fire
and Rana Plaza building collapse
are a similar call to action for
Bangladesh and also for the many
international buyers and retailers
of apparel who source their goods
from
Bangladesh’s
factories.
Simply put, there can be no

return to business as usual for
the ready-made garment sector
in Bangladesh. As the Triangle
Shirtwaist
factory
tragedy
sparked reforms that helped
my country create a safer and
fairer environment for American
workers, the Tazreen Fashions
and Rana Plaza tragedies may
one day be looked back upon as
watershed events for Bangladeshi
workers’ rights.
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of the best sources of information
about risks in their own
factories. When there is effective
communication between workers
and management, challenges
such as building and fire safety
can be addressed as a team.

So what needs to be done
to ensure that the garment
industry—which is a major source
of employment for workers in
Bangladesh—has safe factories
where workers are able to exercise
their fundamental rights? First,
let me point out that we are very

Second, there needs to be
concerted effort on the part of
factory owners and investors,
and those international brands
that source from them, to ensure
that they are meeting their
responsibilities to uphold the
laws of Bangladesh and respect
human rights, including the
fundamental labor rights to
which Bangladesh is committed
as a Member of the International
Labor Organization.
Good

careful to talk about both “safety”
and “rights” together. We believe
worker safety and worker rights
are intertwined. When workers
are able to exercise their rights
to associate, form unions and
collectively bargain, they are able
to voice their interests effectively
and collectively. This includes
ensuring that their workplaces
are safe and healthy. No worker
should have to put his or her life
at jeopardy in order to earn a
living. And workers can be some

business practices are not just an
ethical responsibility, they can
and should be good for business.
I believe the Bangladesh garment
industry has a bright future,
but that assumes the industry
can successfully deal with its
challenges. The greatest challenge
Bangladesh’s garment industry
faces is the reputational risk that
these tragedies and a pattern of
poor labor rights will drive buyers
and investors from Bangladesh to
other countries. So far we have
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seen a great willingness on the
part of some elements of the
private sector to roll up their
sleeves and help address the labor
challenges that the industry faces.
The two international efforts to
address fire and building safety—
the Accord and the Alliance—are
examples of brands and retailers
working to reach solutions that
benefit the rights of workers
and worker safety.
However,
much more needs to be done.
Of particular concern to the
international community are
the reports of harassment and
even violence that newly formed
unions are facing as they attempt
to engage factory management
with worker concerns. There is
the potential for these cases of
anti-union actions to become
the latest “news” story about
Bangladesh. The industry and the
country cannot afford to let this
happen. It is critical to the future
success of the industry that these
problems be addressed directly
and that effective mechanisms
for labor-management relations
be developed.
Recently, the
Commerce Minister suggested
an alternative dispute resolution
mechanism or a possibility in
this regard. Now, it may be that
the factory owners who are not
willing to work with the legitimate
unions that workers are forming
are a minority, but that should be
no defense and should provide
no comfort, because the actions
and reactions of these owners
are affecting the international
reputation of the entire industry.
Finally, let me turn to the
government’s
role
and
responsibilities. Our GSP Action
Plan was primarily targeted at
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actions that the government
of Bangladesh could take, and
should take, to address the
underlying labor issues that
Bangladesh, and the garment
industry in particular, face.
These actions include legal
reforms to bring Bangladesh’s
law into conformity with basic
international standards, the same
ILO standards that are applicable
to all countries, regardless of

tremendous effort among all
the stakeholders to develop
concrete
and
sustainable
solutions to the worker rights
and safety challenges Bangladesh
faces. The United States, the
European Union, the ILO, private
brands and retailers, local and
international unions, NGOs,
and of course the government of
Bangladesh have worked together
in unprecedented ways to tackle

their levels of development. Of
course, legal reforms have no
impact unless the government
has the ability and will to
effectively enforce them. So we
made several recommendations
to the government on how to
strengthen its enforcement of its
laws.

the many challenges. However,
I think we all recognize that
much work remains to be done,
and work that has been started
needs to be seen through to
its completion.
The private
sector
–
both
Bangladeshi
and international – and other
stakeholders have a crucial role to
play. But ultimately it will be up
to the government of Bangladesh
to coordinate all of these efforts
and to put in place the legal
and regulatory environment
to address and solve these
challenges.

How would I assess what has
been done in the RMG sector
in the year since Rana Plaza?
Well, as you know, the U.S.
government is now in the process
of reviewing progress by the
government of Bangladesh in
addressing the issues raised in
the GSP Action Plan. So I don’t
want to prejudge the outcome
of that review. But I can make a
few general observations. There
has, without question, been a

We are committed to working
with Bangladesh as it endeavors
to undertake the worker rights
and safety reforms set out in the
GSP Action Plan and to working
with all stakeholders to help
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ensure that the benefits of trade
and development are widely
shared in Bangladesh. Our hope
is that the Tazreen Fashions and
Rana Plaza are a turning point
that accelerates reforms within
the industry.
We hope that
company owners, management,
workers, and the government
will embrace a vision in which
the industry is a growing and
continually improving engine of
growth and good jobs and where
workers are able to operate in safe
environments, represent their
interests effectively, and earn
enough to support their families.
This is our shared vision but, if we
all work together, it can become
the reality for Bangladesh.

I want to underscore that this
is a joint effort that will require
the support and commitment
of everyone, including the
business leaders in the audience
today. I hope that our shared
interest and common action in
preventing workplace tragedies
will help Bangladesh to emerge
from these tragedies, stronger,
confident and more optimistic
about its future. We all must do
our part, as government officials,
consumers, retailers, buyers,
factory owners, associations, and
unions, to ensure that workers
are not put in jeopardy just
because they are trying to do
their jobs and provide for their
families.
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We have much work to do and
even if that work is difficult it is
worthwhile because it is the right
thing to do.
As the great Bengali poet,
Rabindranath Tagore said, “I
have become my own version of an
optimist. If I can’t make it through
one door, I’ll go through another
door - or I’ll make a door. Something
terriﬁc will come no matter how dark
the present.” We look forward to
working with the Government
and people of Bangladesh to meet
the challenges we face, grow
our economic relationship, and
build a better, more prosperous
world for our children.

Microfinance and the Canadian Marketplace
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Microfinance and the Canadian Marketplace
Jeff Rybak
University of Toronto
The power and the potential
of
microfinance
has
been
well
documented,
and
the
transformative impact of this
global phenomenon is widely
acknowledged. These ideas were
pioneered by Dr. Muhammed
Yunus and his revolutionary
work at Grameen Bank, but they
have since emerged as pillars
of economic social justice and
development theory. By making
credit available to individuals who
are otherwise unable to access any
capital or to participate in the
marketplace, microfinance has
created an entirely new avenue
through which poor communities
can
generate
work
and
opportunities. Those who access
microcredit are not only able to
lift themselves out of poverty - as
entrepreneurs they may go on to
employ others, and their upward
potential is far greater.
I will not presume to summarize
the
remarkable
history
of
microfinance or the principles on
which it operates in Bangladesh
and
in
other
developing
economies. There are experts
far more qualified than I am to
address this subject, including
Dr. Yunus himself who is without
any doubt the world’s leading
expert on microfinance. But
like any successful program or
innovation, there is the natural
desire to replicate and adapt the
principles of microfinance so that
they can be applied elsewhere. In
order to imagine ways in which
microfinance can be usefully
deployed in developed nations
such as Canada, it is important
to understand its unique features
and strengths, as follows.

1.		Credit-worthiness is based
primarily on the objective
of the loan rather than the
financial standing of the
borrower.
2.		 There is a close and ongoing
relationship between the
borrower and the loan
agency, typically achieved
through local community
organizations.
3.		The loan agency has the
necessary expertise to assess
the viability of the borrower’s
plan, and to support its
implementation.
These features, far more than any
other aspects of microfinance,
account for its remarkable success
and transformative potential.
Microfinance is about far more
than loaning small amounts of
money to people who cannot
ordinarily access credit. If it were
only that, it would simply be a

glorified payday loan office. So
in order to successfully adapt
microfinance to the Canadian
marketplace, we must imagine
how these strengths and features
may be adapted.

The first feature of microfinance is
too often misunderstood. It is fine
to minimize the financial standing
of the borrower as a criterion of
the loan, but that must be replaced
with some other assessment. The
loan agency must have some
way to evaluate and judge the
intentions of the borrower - not
only her or his sincerity but also
the viability of the plan. In poorer,
underdeveloped
communities
there are only a handful of realistic
paths to entrepreneurship. In a
developed economy there are
many potentially good plans
and also many potentially bad
ones. The process of assessing
the particular loan request is,
therefore, much more difficult.
The second feature, the ongoing
relationship, must likewise be
adapted. In smaller, knowable
communities it may be possible
to establish an ad hoc community
circle, a committee of sorts, or

to simply engage enough people
in the microfinance project that
there is a natural monitoring
effect. In communities with
greater mobility, more anonymity,
to say nothing of privacy laws,
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some more structured relationship
must take the place of these
arrangements.
The third feature speaks again
of direct engagement with the
borrower’s plan. If the lending
agency does not understand the
plan, it cannot support the plan.

When the variety of potential
ventures becomes too great, the
lending agency simply cannot
develop the expertise required to
support the borrower successfully.
How, then, do these various
features
suggest
alterations
in the microfinance model
to adapt it successfully to the
Canadian marketplace? More
than anything, they point to the
need to specialize. Traditional
lending agencies have no motive
to specialize and they do not need
to care nor become engaged with
the ways in which their money
is used. They simply need to
assess the ability of the borrower
to repay the loan. Microfinance
agencies need expertise to assess
the more particular circumstances
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of the borrower, and the intention
of the loan, and then they need to
support the borrower in order to
make best use of the capital and
ultimately repay the loan.
Specialization
could
suggest
several
things.
Microfinance
agencies might specialize in

serving
particular
segments
of the population - students,
retirees, recent immigrants, etc.
Agencies might specialize in
supporting a particular kind of
business - home daycare, food
services,
e-commerce.
They
might specialize in other ways
entirely. The communities that
microfinance agencies leverage
will no longer be geographic
in nature. There is no sense in
hoping that the home daycare
provider will share a great deal in
common with the young student
developing
applications
for
handheld devices simply because
they live next door to one another
and they each borrowed similar
sums of money. Instead, the
agency that lends to and supports
home daycare providers will
pull them together as a genuine
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peer group, just as the agency
that lends to and supports small
e-commerce efforts will match the
app developer with genuine peers.
Microfinance absolutely has a role
to play in the Canadian economy.
There are unquestionably wouldbe entrepreneurs and those who
wish to do more who could
benefit from modest loans that
they cannot otherwise access.
We absolutely need agencies that
are willing to evaluate the creditworthiness of these individuals
based not on their current financial
standing but rather on their
potential, and on the strength of
their intentions. But we cannot
imagine that this model can be
replicated wholesale as it exists
elsewhere, or that it can be reduced
to loaning smaller amounts of
money to people who otherwise
cannot borrow. The power and
the potential of microfinance
runs far deeper than this, and we
can only reproduce its success by
recognizing where that success
truly comes from. Dr. Yunus and
the Grameen Bank succeeded in
such dramatic fashion because
they understood the reality of
poverty - particularly rural poverty
- in an underdeveloped economy.
And they leveraged remarkable
expertise in working with this
population. Any similar success in
Canada must be based on similar
understanding and expertise,
which in our more complex
and developed economy simply
demands specialization and focus.
Note: Jeff Rybak is a lawyer and an
adjunct lecturer at the University of
Toronto, teaching business law. He can
be reached at jeff.rybak@utoronto.ca.
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I. Resilient Economic Growth Despite
Difficult Political Backdrop

More than a Decade of Resilient Economic Growth
Despite difficult external and domestic environment, Bangladesh has continued its impressive growth trajectory
Bangladesh’s positive growth trajectory has been unfazed by the Asian and global financial crises, numerous political upheava ls,and
countless natural disasters

Asian Financial
Crisis

7.0

Severe cyclonic
storm: 300,000
affected, 8,755 homes
destroyed

Slower growth post
9-11

Oil price hikes, with
price of crude brent
reaching > USD100/b

2006-08 Bangladeshi
political crisis

MFA Phase Out

Frequent nationwide
shutdowns ahead of
general election 2014

Real GDP growth, %

6.5

6.0
5.5
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4.5
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6.0 in 2014
6.5 in 2015 (P)
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2000
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Most serve flooding in modern
history, affecting 66% of the land,
killing 26,000 livestock, and
damaging 16,000 km of roads

External Shocks

2003

2004

2005

2006

Severe Floods: 36% of the
country flooded, affecting 36mn
people

Natural Disasters

*Linear (Real (GDP growth (%)) is an extrapolated trend line of real GDP growth
Source: IMF WEO October 2013 and Bangladesh Bank Annual Report 2013

Political Crises
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2008
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Cyclonic Sidr: 3,500 people killed
Major floods: 500 people died,
with wider repercussions
affecting30% of the country was
affected
Real GDP growth (%)
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Global
Financial Crisis

Linear (Real GDP growth (%))
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Tropical
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cyclone
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Steady and Less Volatile GDP Growth Compared to Peers
Growth is marked both by less volatility and a higher near-term trend compared to similarly-rated peers
GDP growth has trended higher than peers in the last 5 years …

… And has been less volatile

2014 growth is expected to remain in the range of 5.8% - 6.1%,
notwithstanding any disruption to the economy
8
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(Peers include – Bolivia, Nigeria, Tunisia, Georgia and Vietnam, India, Sri Lanka, Pakistan)

Georgia (BB-)

India (BBB-)

Pakistan (B-)

Tunisia (NR)

Average GDP growth of peers

Vietnam (BB-)

2014P

2013P

2012

2011

2010

2009

2008

2007

0.00

0.26

Bolivia (BB-)

Bangladesh

2006

2005

2004

2003

0.50

1.45

0.96

0.78

Bangladesh
(BB-)

1

1.38

Nigeria (BB-)

1.50
2

Sri Lanka (B+)

2.00

3

0

2.44

2.34

2.50

Source: IMF WEO October 2013

Robust Growth Raises Per Capita Wealth, Helped by Rising Investment
Bangladesh is one of the few countries expected to see uninterrupted investment flows
Steady rise in GDP per capita bodes well for future economic
growth
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witness an uninterrupted rise in investment
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Diversified GDP Drivers Ensure Growth Sustainability Going Forward
Bangladesh’s well -diversified economy insulates it from sector-specific shocks

FY 2013 Sectoral Share of GDP: Agriculture (18.7%)
Sub-sector share (percentage of GDP)

Forest and
related
services, 1.6%

Fishing, 4.4%

FY2013 Sectoral Share of GDP: Services (49.3%)
Sub-sector share (percentage of GDP)

Crops and
horticulture,
10.3%

Health & Social
work, 2.5%

Education,
2.9%

Animal
farming, 2.5%

FY 2013 Sectoral Share of GDP: Industry (32.0%)
Sub-sector share (percentage of GDP)

Mining and
Quaring, 1.3%

Public
administration
and defence ,
2.9%

Community,
social and
personal
services,
6.5%

Real estate,
renting and
business
activities,
6.7%

Financial
intermediations,
2.2%

Construction,
9.4%
Manufacturing
, 19.5%
Power, gas
and water
supply, 1.7%
Source: Bangladesh Bank Annual Report 2013

Services sector to generate more Jobs

❖

Due to its labor -intensive nature, a large and growing services sector can
generate millions of jobs for the country's huge workforce, and thus promote
more inclusive growth – ADB.

❖

As a study reveals: employment elasticity — which measures how
employment varies with economic output — is the highest at 0.85 in the
services sector followed by 0.78 in manufacturing and 0.5 in agriculture.

❖

The service sector, which accounts for 53.9 percent of value addition and
35.4 percent of total employment, is expected to play an even bigger role in
the coming years. With rapid expansion of the middle class, a natural by product is a growing demand for education, health care, communication and
financial services.

❖

It is expected that in light of growing tradability of services, partly a
consequence of technological progress, upgrading the service industries
will augment Bangladesh's gains from international trade in services as well.

Wholesale and
retail trade,
14.1%

Transport,
storage and
communication,
10.8%

Hotel &
Restaurants,
0.8%
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Socio-Economic Improvements Move Bangladesh Up the Competitiveness Ladder
One of the few sovereigns to have moved up in its competitiveness ranking compared to similarly-rated peers
140
130
120
110
100
90
80
70
60
50
40

Global Competitiveness Index
(GCI), rank
118
110

2012-2013

133

130
117
7 120

2013-2014

107
93

68

Bangladesh BB-

72
65

Sri Lanka B-

72

More competitive

70 70
59 60

Georgia BB-

Improved ranking

Vietnam BB-

Bolivia BB-

Nigeria BB-

No change

Pakistan B-

India BBB-

Worsened ranking

Outperformance in Multiple Key Pillars of Competitiveness

Bangladesh positively stands out within the region in terms of
competitiveness trend, having gained 8 ranks in just a year
alone – a remarkable achievement when viewed against
counterparts across emerging markets

Innovation

Broad-based progress in competitiveness affirms the
government’s successes in pressing ahead with structural
reforms and critical investments required to advance
sustainable future economic growth

Institutions
6

Infrastructure

5
4

Business sophistication

Macroeconomic
environment

3
2
1

Market size

Notably, Bangladesh measures up favorably in socioeconomic factors such as health and primary education,
and is recognized for the positive endowment of its large
market size

Health and primary
education

0

Higher education and
training

Technological readiness

Financial market
Goods market efficiency
development
Labour market efficiency
Bangladesh

Factor-driven economies*

* As defined by the WEF
Source: WEF

Indicators Affirm Progress in Human Development

Bangladesh shows remarkable progress in recent years, outperforming regional peers in several key social indicators

1991

2012 / Latest

Bangladesh
(BB-)

Bangladesh
(BB-)

India
(BBB-)

Sri Lanka
(B-)

4.4

2.2

2.5

2.4

Immunization, DPT
(% of children 12-23 mths)

74%

96%

72%

99%

Life expectancy at birth, total
(years)

60.5

69.9

66.0

73.9

Literacy rate, adult total
(% of people ages 15 and above)

35.3%

57.7%

48.2%

91.2%

Malnutrition prevalence, height for age
(% of children under 5)

76.7%

41.4%

-

-

95.8

35.2

43.8

8.3

Fertility rate, total
(births per woman)

Mortality rate, infant
(per 1,000 live births)

‘It is to huge credit of Bangladesh that despite the adversity of low income, it has been able to do so
much so quickly’
Source: World Bank (WDII) December 2013

Nobel Laureate AMARTYA SEN
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II. External Sector Remains Robust

At a glance: Bangladesh’s External Sector
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Record High Foreign Reserves Provide a Buffer Against External Shocks
Second highest import coverage ratio in South Asia

Record high foreign exchange reserves, at USD18.1bn as of December 2013, amount to the equivalent of 5.5 months of import cover

25

Foreign Reserves (in USD bn), LHS

USD bn

7

Import cover (months), RHS

No. of months

6.0
20

15

Conventional
“rule of
thumb” for
import cover
adequacy
(3 months)

5

4.1
3.6

4

3.4
20.4

10
15.3
5

6

10.9

3

2

10.4
1

0

0

FY2011

FY2012

FY2013

FY2014 (as of 30 April)

Source: Bangladesh Bank. Note Fiscal year begins July 1

The Export Development Fund (EDF) at Bangladesh Bank

❖

Established in 1989, the EDF is intended to facilitate access to financing in
foreign exchange for input procurements by manufacturer exporters.

❖

Authorized Dealer (AD) banks can borrow US Dollar funds from the EDF
against their foreign currency loans to manufacturer-exporters for input
procurements.

❖

At their option the ADs can also lend to some extent from their own foreign
exchange funds for input procurements.

❖

From 1st January 2010 onwards, EDF loan disbursements to ADs in USD will
be charged interest @ six -month USD LIBOR+1 percent, with the ADs
charging @ six month LIBOR +2.5 percent on their USD loan disbursements
to manufacturer -exporters

❖

The size and coverage of the fund increased substantially from the initial
allocation of USD 300 million of 2009 to USD 1.2 billion today.

Macroeconomy and Investment:
investment: Bangladesh Perspetives
Perspectives

27

AmCham

III. Improving Fiscal Performance

Improvement in Fiscal Performance

Key revenue reforms, including in revenue collection, and prudent spending have begun to yield positive results

-1%
-2%
-3%

FY12

FY11

FY10

FY09

FY08

FY07

FY06

FY05

FY04

FY03

FY02

0%

FY01

Fiscal Balance (% of GDP)

FY14 (Proj.)

Driven by an improvement in revenue collection

FY13 (R)

Fiscal balance remains steady

Budget Deficit / GDP (including grants)

180,000
160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000
-

Budget Deficit / GDP (excluding grants)
-3.3%-3.2%
-3.4%-3.4%
-3.7%
-3.7%
-4.1%

-3.3%
-3.6%

-3.7%

Govt. Revenues,
Taka in Crore
(10mn)

13.0%
12.0%

10.9%

11.0%
10.0%
9.0%

2010-11

2011-12

2012-13

8.0%

2013-14

Railway and post offices
Dividend and profit
Taxes on vehicles
Taxes on income and profit

-4.0%

Government expenditure increasing at a restrained pace
14.0%

Government Revenue Expenditure (% of GDP)

-6%

13.2%
-6.2%

Domestic revenue mobilization efforts are paying dividends
although there is room for further improvements
Focus in 2014 will be to maintain steady progress in the
implementation of the new VAT, currently running behind the
plan approved by the Minister of Finance in March 2013

13.2%

13.3%

13.4%

13.4%

13.5%

13.0%

12.0%

11.0%

10.0%

Source: Bangladesh Bank, Ministry of Finance Bangladesh

14.0%

11.8%

Other non-tax revenue and receipts
Admin fees and charges
Other taxes
VAT
Revenues as % of GDP

-4.2%
-4.2%
-4%
-3.7%
-3.7%
-3.9%
-3.9%
-4.1%
-5.4%
-4.2%-4.2%
-4.4%
-4.5%
-5%
-4.6%
-4.7%
-4.8%
-5.1%

-7%

13.4%

12.6%

12.0%

11.0%

2010

2011

2012

2013P

2014P

2015P

2016P

2017P
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Fiscal Deficit Projections Remain Consistent With Longer Term Trends

Bangladesh registered the largest improvement in managing its debt burden compared to peers
Debt burden has shrunk faster than peers since 2011
15.0%

Moderate deficits have resulted in lower debt ratios

Change in gross general government debt (as % of
GDP) 2013P versus 2011

10.7%

9.1%

10.0%

Public Debt (Taka bn) and Debt Ratios (% of GDP)

1800

5.0%

1600
0.0%

0.0%

Foreign Public Debt (Bn taka) (LHS)

2000

0.0%
1400
-1.3%

-5.0%

48.2%
47.0%

Govt.Debt/GDP (RHS)

48%

46.7%

46%
44.8%

44%
42.9%

-2.5%

1200

42%
41.0%

-6.1%

1000

-10.0%

40%
37.4%

800

37.2%

37.1%

600

-15.0%

38%
36%

-14.7% -15.0%
35.4%

Source: S&P Key Sovereign Indicators Dec 2013

Bangladesh (BB-)

Nigeria (BB-)

Bolivia (BB-)

Vietnam (BB-)

Sri Lanka (B+)

India (BBB-)

Georgia (BB-)

Tunisia (NR)

Pakistan (B-)

400
-20.0%

50%

Domestic Public Debt (Bn Taka)(LHS)

200
0

34%
32%

FY04 FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13
(R)

Source: Bangladesh Bank, R- Revised
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Monetary Stance Effectively Tames Underlying Core Inflation along with supporting
inclusive growth
Temporarily-elevated headline inflation a result of external price pressures
Since higher global food and oil prices may have possible ‘knock on’ effects on regional inflationary pressures

Food Price index

Oct-13

Dec-13

Aug-13

Apr-13

Jun-13

Feb-13

2

Bangladesh, CPI Inflation (2005-06=100)

a result of

India WPI Inflation (2005=100)

-food inflation in

… while effective monetary stance keeps non
check
Inflation (Point to Point) (%), Jul.2012-13 YTD

Inflation (12-Month Average) (%), Jul.2012-13 YTD

11%

11%

10%
8.81%

9%

7.50%

8.25%

9%
8%

7.60%

7%

7%

5.53%

5%

6.64%

6%
5%
4%

3%

Food

General

Food

Non-Food

Jan'14

Dec'13

Oct'13

Nov'13

Sep'13

Aug'13

Jul' 13

Jun'13

May'13

Apr'13

Mar'13

Feb'13

Jan'13

Nov'12

Dec'12

Oct'12

Sep'12

2%

Jul'12

Jan'14

Dec'13

Oct'13

Non-Food

Nov'13

Sep'13

Jul' 13

Aug'13

Jun'13

May'13

Apr'13

Mar'13

Jan'13

General
Source: Bangladesh Bank

Feb'13

Dec'12

Oct'12

Nov'12

Sep'12

Jul'12

3%

Aug'12

1%

4

2

Crude oil Price(USD/Barrel)

Bangladesh’s average inflation has been elevated as
higher food inflation
13%

4
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6

Oct-12

60

50

8

6

Aug-12

70

10

8

Apr-12

70

10

Jun-12
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Regional headline inflation, Jul 2011 – Nov 2013 *year on year % change)
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Monetary Program is Broadly on Track Despite Sharp NFA Growth
Unexpected NFA growth is being actively managed by monetary sterilization
Reserve money & Net Domestic Assets:
Program vs. Actual

Net Foreign Assets
Percent

Billion Taka
1400

70

Oct-13

■ Net domestic assets of Bangladesh Bank and reserve money the two key anchors of the monetary program remained within program
targets.
■ The unexpected NFA growth being sterilized by open market operations, selling BB bills and Islamic bonds.

Cooling Domestic Credit Growth in Both Public and Private Sectors

11.1

11.2

13.6

11.6

10.7

11.9

9.6

8.9

14.7
11.4

15.5
11.4

Private sector credit growth (excluding overseas loans)

Percent

16

17.4

14

18

14.8

12.5

14
12.7

■
■

Mar-13

Jan-13

Nov-12

22.9

20

Actual

13.4

14

15

16

15.5

16.5

16.3

11.1

10.7

16

16.3

16.8

16.5

10.8

12.7
11.4

10

10.5

18.5

18.3

16.6

12

8

18.2

10.8

11.6

11.3

11.1

11.1

11.1

10.6

Jan-14

18.2

Nov-13

18.2

12.6

17.8

Program

Sep-13

18.3

Jul-13

18.3

18

May13

20

17.5

May-14

16.4

14.4

11.5

May14

12.6

11

Actual

Mar-14

6.1

10.4

11.1

Jan-14

5.5

10.5

15.5
18.3

Nov-13

5

8.5

14.4

Sep-13

8.8

Jan-13

10

12.4

Jul-13

10.5

Mar-13

15

Nov-12

Percent

20

0

Program

21.6
17.2

Mar-14

Public sector credit growth

May-13

25

Private sector credit growth in H1FY14 remained sluggish though borrowing by corporates overseas partly made up for this
Private sector credit growth including foreign sources of borrowing for November 2013 was 13.8%
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Dip in Banking Sector Performance a Result of One-off Economic Disruptions
Key weaknesses are concentrated in SOCBs, and not pervasive to the entire banking system

A decrease in bank asset quality (seen by the uptick in NPLs) in Q1FY14 was particularly evident in State-Owned Commercial
Banks (SOCBs) and specialized banks, largely due to the classified loans stemming from the well-publicized scams in the banking
sector as well as difficulties in loan repayment due to the economic disruptions resulting from national strikes
Capital to RWA Ratio (%), Dec.07 – Sep. 13

Return on Assets (ROA), Dec. 07- Dev13
1/ (In percent)

Dec.07
Dec.08
SOCBs

Dec.09

All Banks

Dec.10

2
All banks
1.5

SOCBs

Dec.11
1

Dec.12
Sep.13
2

4

6

8

10

12

0.5

Nonperforming Loans (NPL), Dec. 07-Dec. 13 1/
(In percent of total loans)

0

15

Dec-2013

20

Jun-2013

-1

25

Dec-2012

SOCBs

30

Jun-2012

-0.5

All banks

35

Dec-2011

0

Dec-2010

-2

Dec-2009

-4

Dec-2008

-6

Dec-2007

-8

10

Dec-13

Sep-13

Jun-13

Mar-13

Dec-12

Sep-12

Jun-12

Mar-12

Dec-11

Dec-10

Dec-09

Dec-08

0

Dec-07

5
Source: Bangladesh Bank.
1/ Bangladesh Bank defines ROA as the ratio of net income after
provision and taxes to total assets

1/ New and stricter NPL rules became effective December 2012.
*This has been calculated in line with Basel II guidelines where credit risk has been calculated more conservative with two new risk factors – (Market Risk and Operational Risk) added to the calculation of CRWA.
Therefore CRWA show decrease in 2012 despite no overall fall in asset quality or capital
Source: Bangladesh Bank

Key Policies Support Further Development of Domestic Credit and Debt Markets
Bangladesh’s approach to developing a well

-functioning credit and debt markets consists of several key tenets

BB will keep working for the development of a well-functioning, broader and deeper credit and debt markets. This
in turn has a number of dimensions:
1.

Ensuring financial stability
■

Reduced exposure of SOCBs to SOEs

■

Financial improvement plan for SOCBs/SBs including differentiated loan ceilings

■

Implement internal control and compliance policy of SOCBs in H2FY14

■

Strengthened BB’s supervision capacity

2.

Strengthening financial inclusion and diversification
■

Implementation of agent banking guidelines

■

2 billion taka refinancing facility to provide small loans to holders of ‘ten

■

3.

-taka’ accounts.

Access to a diverse pool of financing- BB will continue to encourage larger borrowers to access the capital market
given single borrower exposure limits for banks as well as encourage private equity / venture capital funds
Strengthening domestic debt markets

■
■

■

Encouraging secondary trading in Treasury bonds including via BB’s own trading account
A new Islamic bond of 3 months tenure is expected in H2FY14 which will contribute to better liquidity management
of Islamic banks
Further reduce devolvement

Source: Bangladesh Bank
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Why invest in Bangladesh?

Higher priority to attract FDI

❖

Head of the state level negotiations

❖

Alignment of trade and investment related institutions

❖

Gradual liberalization of foreign exchange and trade restrictions

❖

MOU signing for plot and factory building reservation in EPZs for foreign
investors

❖

New industrial park, special economic zones under active consideration
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Why invest in Bangladesh?

o

Stable macro - economic environment (as discussed)

o

A cost competitive investment destination.

o

Export - oriented industrial enclaves, EPZ with infrastructure facilities and logistic
support for foreign investors.

o

Young workforce (demographic dividend with growing share
of working age people)

o

Exports of Bangladesh enjoy tariff - free access to many
advanced and emerging economies including EU, Canada,
China, and India.

o

Global players like Samsung, Honda, Telenor, Nestle, Danone ,
Lever Brothers, etc. have already set up operations in
Bangladesh.

Why invest in Bangladesh? (cont.)
❖

Competitive wages and low entry barriers for exports provide
competitive edge in areas such as:

➢

Manufacture of textiles, ceramics, white goods, pharmaceuticals,
etc.

➢
➢
❖

Physical infrastructure.
Software and IT enabled services.

Full current account convertibility, market based floating
exchange rate of Taka, the domestic currency.

❖

Full openness for FDI, FPI and other non - resident owned capital
flows
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Why invest in Bangladesh? (cont.)
❖

Term borrowing from abroad with prior BOI approval.

❖

Tax holiday for specific sectors as allowed from time to time by the
Government ( eg up to June 2015 on earnings from IT enabled services).

❖

Post tax profits/dividends on FDI freely repatriable.

❖

FDI disinvestment proceeds including capital gains freely repatriable.

❖

FDI can come in as wholly foreign or joint venture.

❖

Expatriates working in Bangladesh can repatriate up to 75 percent of post tax salaries on a regular basis and can convert accumulated savings for
repatriation in foreign exchange while leaving Bangladesh.

Recent reforms by BB to encourage FDI/FPI include:
❖

Financing options enhanced for foreign owned/controlled
companies

❖

√

Restrictions to access of foreign owned/controlled companies in
Bangladesh to term loans in Taka from the local market have
been waived.

√

Under the new instructions, foreign owned/controlled companies
engaged in manufacturing or services output activities for three
years or longer in Bangladesh can access Taka term loans from
the domestic market regardless of local content in their equity

√

Working capital financing in foreign currency from parent
company is also now permissible without prior approval as
interest-free loan
BB/MOF also removed lock-in period for foreign investment in
Treasury Bonds (which have attractive rates)
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