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

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
22 billion from only 1.6 billion
in FY2000.

Aftab ul Islam
Bangladesh
economy
is
undergoing steady above six
percent average annual real GDP
growth for more than a decade
now, amid ups and downs in
the global economy including
the global financial crisis and
the subsequent ongoing global
growth slowdown. Inflation has
remained under a single digit
level for a fairly long time.
Exports have also continued
to grow together with healthy
inflows
of
remittances
from workers abroad, have

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 population; this is
quite a favorable situation
to attract the relocation of
foreign investors from costlier
locations
elsewhere.
Being
blessed with all these positive
factors, one important thing
is still terribly missing, that is
the flow of required local and
foreign investment, which is so
badly needed for the economy
to
make
a
breakthrough,
create huge employment and
to use the already created

opportunities in the economy.
This is a million dollar question,
why investment is not picking
up. One consensus opinion
in this respect among many
other factors is the continuing
uncertainty and unpredictability
created in the country over the
last couple of years, having no
sign of addressing it through
reconciliation by the opposing
political forces of the nation.
Addressing
the
issues
of
uncertainty and unpredictability
are the key challenges facing
Bangladesh, and the people
of Bangladesh and her friends
around the world have been
anxiously watching as to how
Bangladesh is going to tackle
this
outstanding
difficult
situation.
I take this opportunity to
express my sincere thanks
and appreciation to AmCham
Members,
well-wishers
of
AmCham, for their continued
remarkable
support
and
cooperation to AmCham. I hope
you would enjoy reading the
AmCham Journal October 2014
Issue.

Redesigning Economics to Redesign the World
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Redesigning Economics to Redesign the World
Professor Muhammad Yunus
Nobel Peace Laureate

Social Business

Professor Muhammad Yunus
Will the present economic system
be able to establish appropriate
level of moral, social, and material
balance in the world?

I Don’t Think It Can
The present system is like
an
impersonal
sucking
machine which thrives on
continuously sucking
juice
from the bottom to the top. The
higher you are in the system, the
more juice you are able to suck.
It is not because bad people are
running the machine; just that
the machine is built that way. The
system was not designed to have
any moral responsibility. At least
that is not in practice. Discussion
on moral responsibilities is an
after-thought. This machine turns
people into money-centric robots.
The stock market which is the
ultimate judge of business success,
does not grade businesses on the
basis of its moral commitment.
Moral issues were never included
in their reporting template.

I have been proposing and
practising a new kind of business
which is based on selflessness,
replacing selfishness, of human
beings. This type of business
runs parallel to the selfishnessdriven business that rules the
world. Conventional business is
personal- profit seeking business.
The new business, which I am
adding, is personal profit-forsaking
business. It is a for-profit business,
but
personal-profit
forsaking
business. I call it social business -a non-dividend company to solve
human problems. Owner can take
back his investment money, but
nothing beyond that. After getting
the investment money back all
profit is ploughed back into the
business to make it better and
bigger. It stands between charity

since time immemorial. But it is
not sustainable. Charity money
goes out, does a wonderful job,
but does not come back. Social
business money gets the job
done and then comes back. As a
result, this money can be re-used
endlessly. It creates independent
self- sustaining enterprises, which
have their own lives. These
enterprises become self-fuelled
entities.
Capitalist system is justified on
the assumption that making
money is the sole source of
happiness. The more money you
make the happier you are. Money
is an incentive, no doubt, but
it is not the only incentive for
human beings. Making money is
happiness; but I feel making the
world happy, is super-happiness.
Capitalist system is about freedom

and conventional business. It is
designed with the objectives of
charity and carried out with the
methodology of business, but
delinked from personal profittaking.

to choose. But when it comes to
looking for happiness it gives
no choice. By introducing social
business, to make the world
happy, we give people another
choice. Now they can choose.

Charity is a great concept to
help people, and has been in use

Business schools today train
young people to become business-

Redesigning Economics to Redesign the World
warriors to capture market and
money. They are not given any
social mission. If we accept
the concept of social business,
business schools will be required
to produce another category of
graduates equipping them to
become social-problem-fighters to
bring an end to social problems
through social businesses. We
would need to create social stock
markets to attract investors who
would like to invest in problemsolving
enterprises,
without
having any intention of making
personal profit.
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By its fundamental assumption
Capitalist Man does not have
any other virtue than selfishness.
Real Man is a composite of many
virtues. He enjoys relationship
with other human beings. He is a
caring man. He is a selfless man. He
is a trusting man. We have many
good examples to demonstrate
these virtues. To show that he is
a trusting man, take the case of
Grameen Bank in Bangladesh. The
entire bank is built on trust. There
is no effort in this bank to establish
relationship with legal glue. It is a

information about
performance.

lawyer-free bank. It lends out over
one and half billion dollars a year
to 8.5 million poor women on the
basis of trust only. Now it works in
many other countries, including
in the USA, exactly the same way.
Repayment rate is close to 100%.

the extension of same behavior.
Ideally,
globalization
should
have been the process to create a
close global human family. But in
practice, it is doing the other way.
It is placing people and nations in
a confrontational posture, each
trying his best to enhance his
selfish interest.

individual

GDP does not tell the whole
story. We need something else
to do that. It may be GDP minus
all human problems (poverty,
unemployment, illiteracy, income
inequality, status of women, lack
of human rights, absence of law
and order, lack of technology and
opportunities for all people, etc.).
As we move from national
scene to global scene, we see

Income Disparity
The present version of capitalism
will never deliver equitable
distribution
of
income.
A
system that is built as a sucking
machine cannot bring equitable
distribution. It was never put in
its DNA.
In today’s world, 85 individuals
own more wealth than all those
in the bottom half. Top half
population of the world own 99%
the wealth of the world, leaving
only 1% for the bottom half. It
may get worse because technology
will remain under the control of
the people at the top.

Indifference or Worse
Indifference to other human
beings is deeply embedded in
the conceptual framework of
economics. Theory of economics
is based on the belief that human
being is basically a personal
gain seeking being. Maximizing
personal profit is the core of
economic
rationality.
This
encourages a behavior in human
beings which may be described
by a far harsher word than mere
‘indifference’ to other human
beings.

GDP Does Not Tell the Story
As we create a world based on
selfishness, people move away
from each other. In that selfish
world the very way we create
measurements of business success
itself fuels more selfishness.
Human society is an integrated
whole. It’s success or failure
should be measured in a
consolidated way, not purely
on the basis of an aggregate of
purposefully chosen economic

Technology
If the present variety of
capitalism continues, the more
we advance in technology,
improve our infrastructure,
spread globalization, and bring
‹efficiency› in the system, the
more the system will become
more fine-tuned in sucking
the juice from the enormously
wide bottom to transport it to
the sharply thinner tops.

Redesigning Economics to Redesign the World
Technologies,
particularly
ICT, with progressively higher
Level of creativity, and speed
of accessing information
are changing the world
faster and faster. There is
indeed a surprise waiting in
every corner. But there is no
global vision driving these
changes. Great innovations
are designed and dedicated
mostly
for
commercial
successes. Creativity rushes
in the direction wherever
businesses
see
market
potential. Nobody is putting
up any highway signs to lead
the world to its destination. It
raises the question, does the
world have a destination, or,
should it have one? MDGs are
probably an attempt to define
an immediate destination
over a short period. That was
a good beginning. We should
have 15-year destination,
and then, 50 year destination
at the same time. For every
business we may post these
goals along its path guiding
them to expedite in reaching
the goals within time, or
ahead of time, and refrain
from doing anything which
will be counter to achieving
those goals.
There are lots of amazing
breakthroughs in the world, but
they don›t add up to becoming
an unstoppable force to get the
world to its destination because
these breakthroughs are not in
any way linked to any destination
except daily goal of making
personal profit. Given the power
of technology and creativity any
destination is reachable today.
But it does not look like anybody
is seriously concerned about a
global destination. We gloat and
float with our selfish personal/
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company goals. Since we do not
have any collective direction, we
are likely to waste our power by
putting it behind random selfish
forces, or, worse still, not using our
power behind great opportunities
which are not visible in the selfish
radars.

financial institutions for the poor.
Institutions designed for the rich
will not do any good to the poor.

Why are we missing a collective
destination? To begin with,
education system is at fault.
Young people are never asked to
engage themselves in finding out
what kind of world they would
like to create. They are never told
that they are the creators of that
world. There is no curriculum
in the school to let the students
imagine their dream world, what

Today there is concentration of
economic power in a few hands
because financial institutions
are dedicated to help them in
accomplishing this. We talk
about land reform for overcoming
poverty, because land represents
power in rural societies. But we
don’t talk about credit and equity
reform. We don’t ask the question
of who gets how much of bank

steps they can take to build that
dream world. They may be asked
what things they are unhappy
about in this world are. What are
the things that will make them
happy if they happen in the
world. Once they start imagining
a new world, they›ll start making
attempts to create it.

credit and equity? Or what
percentage of population gets
what percentage of bank credit?
This one piece of information
will give us the real story on
power and powerlessness. Credit
and equity disparity is the single
most powerful cause of income
disparity.

Financial Institutions Are
Designed for the Rich

We’ll have to create new financial
institutions if we are worried about
income disparity and poverty.
Grameen Bank has shown how
even the poorest women, and
even beggars, can do business with
a financial institution provided
it is designed for them. Don’t

We have created a world for the
rich by creating the financial
institutions for the rich. If we
want to get the poor out of poverty
we have to create exclusive

Finance is the power. For
the bottom half of the world
population, banks do not exist. So
they remain powerless.

Redesigning Economics to Redesign the World
ask them to do business with an
institution which is designed for
the rich. Social business funds can
be answer to the availability of
equity to the bottom-most people.

Not Job Seekers, But Job
Creators
While the idea of labour union
is an excellent idea, the basic
assumption of ‹once a labour,
always a labour› has to be
removed. There should be plenty
of opportunity for each and every
person to switch from being labour
to being an entrepreneur. Social
business can make it happen.
Every person, at all stages of his
life, should have two options,
either to work for somebody, or
be an entrepreneur. He should be
told about these options in school,
when he is growing up. He should
be given opportunity to prepare
himself, both as a job creator, and
as a job-seeker. Even if someone
takes up a job, it does not have
to be a life- long engagement. He
should have the opportunity to
move about in both worlds. It is
essential that we build appropriate
financial institutions to make it
happen. Financial institutions
are keys to make these switches
possible.

Creating a World without
Unemployment
Unemployment means throwing
a fully capable person into a
trash can. It means punishing a
human being to remain paralysed.
A human being is born to be
active, creative, energetic - always
exploring ways to unleash his
own unlimited potential. Why
should we allow anybody to
unplug a creative human being,
and deny him the opportunity to
use his amazing capacity? Who
unplugs him? Why do billions of

people around the world remain
unplugged? Why do we deprive
the world from the creativity of
almost half the adult population?
This problem of unemployment
is not created by the unemployed
people themselves. It is created

by our grossly flawed conceptual
framework which has drilled
into our heads that people are
born to work for a few privileged
people called entrepreneurs. Since
entrepreneurs are the drivers of
the economy, according to the
present theory, all policies and
institutions are built for them.
If they don›t hire you, you are
finished. What a misreading of
human destiny. What an insult
to a human being who is packed
with unlimited creative capacity.
Our education system is an
extension of this same economic
theory. It is built on the
assumption that students should
work hard, get good grades so that
they can get good jobs. Education
is seen as the process of preparing
young people to get jobs and live
happily after. Top universities in
the world pride themselves by
letting the public know that their
graduates appear in the graduation
ceremony with appointment
letters in their pockets.
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I have been insisting that all human
beings are born entrepreneurs,
not job-seekers. Education system
should be aiming at enhancing
their entrepreneurial capacities,
not eliminate it, by making the
students believe that getting a job
is the ultimate goal of their lives.

Young people are never told that
all they are born with two choices,
and continue to have these two
choices throughout their lives.
They can be job-creators, or they
can be job- seekers.
In Grameen Bank we are
inspiring the second generation
of borrowers› families to believe
that they are not job seekers, they
are job givers. All children in the
world should grow up that way.
Institutions and policies should
be created to make it happen. Job
seeking should become a second
choice for any young person. In
Bangladesh we have created social
business fund to provide all the
equity he or she needs to become
an entrepreneur. We provide him
and her all the support to make
him and her successful.
Why are half the young people
in some European countries
unemployed? Why are they
talking about a ‘lost generation’ in
Europe? Why are they accepting

Redesigning Economics to Redesign the World
it as an unalterable fate? Are they
not insulting human capability by
accepting it as a fate? Is putting
unemployed people on state
charity the only solution? Is this
how we uphold human dignity, by
putting young creative people on
state charity? What about giving
them opportunity to explore their
own creative power?
We may ask them to start an
enterprise of their own. In that case
the most important support they
would need is initial financing.
This is how micro finance idea
was born and took institutional
shape in Grameen Bank. Microfinance was aimed at creating selfemployment for the unemployed
poor women. It worked. I see no
reason why similar specialised
financing institutions for credit
and equity should not work
for the unemployed youth. We
need to create such intuitions.
We can start with social business
funds for providing equity to the
unemployed youth in Europe and
elsewhere.
We must take the initiative.
We cannot just sit and watch
a whole generation of young
people fall through the cracks of
theory because we are too timid
to question the wisdom of our
theoreticians.
We have to redesign our theory by
recognizing the limitless capacity
of a human being, instead of
relying on ‹invisible hands› to
solve all our problems. We›ll
have to wake up to the fact that
‹invisible hands› are invisible
because they do not exist.

State Charity
If we can ensure that nobody
needs to remain unemployed, we
get a society without poverty and
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without state charity to support
the unemployed. Unemployment

on their fate, at each stage of
history, not the theory.

is an artificial creation of our
faulty conceptual framework. It
is not natural to human beings.
Human beings are doers; they are
go-getters. But our theory has put
them in chains. Theory should
not be allowed to punish human
beings. We should punish the
theory by scrapping it.

Helping people in distress is the
prime responsibility of the state.
State charity must be applauded
for doing an excellent job of taking
care of its citizens in distress. But
a still higher responsibility of the
state will be to enable people to
come out of their distress as soon
as possible and get out of their
dependence on state.

We should make sure that the
word ‘unemployment’ soon gets
unemployed. When we build a
new world we know for sure in that
world the word ‘unemployment’
will not make sense to anybody.
Nobody would be able to figure
out how a full blooded human
being could remain idle. In our
conceptual framework we should
not allow anything which is
derogatory to human spirit.
Theory should reflect us, we
should not be subjected to reduce
ourselves to fit a theory. Human
beings should not be squeezed
into narrow moulds of theory.
Theory must allow enough room
for human beings to grow, rather
than limit them. Human beings
thrive in this world by constantly
making
impossible
possible.
Theory must keep all its doors
open to make it happen easily.
People should have the final word

Human beings are all about
independence and freedom, and
their constant search for their own
worth, not about dependence on
anyone. Dependence diminishes
human beings. Their mission in
this planet is to make it a better
place for everybody. They should
not be put in a situation where
they remain dependent on state
all their life, then pass it on to
their next generation, who in
turn, pass this on to the third
generation, creating an unending
series. State charity has created
this situation for many people in
Europe. We have the technology
and methodology to bring an end
to this. All it needs is a determined
initiative.

Conclusion
A human being is an enormously
creative
and
entrepreneurial

Redesigning Economics to Redesign the World
being. Conceptual framework of
present capitalist theory is too
narrow and undignified for him. It
reduces him to a selfish robot. We
need to design a theory keeping
in mind the true human being,
not a distorted and miniaturized
version of him. A true human
being holds the potential of
assuming any of the many
diversified possibilities. He is a
selfless, caring, sharing, trusting,
community-building,
friendly
human being. He is, at the same
time, also the reverse of all these

virtues. How he’ll shape himself
will entirely depend on the world
around him. We need to give him
all the opportunities to bring out
the right virtues. Today we limit
him to a very narrow role. We do
not introduce him to his limitless
possibilities. Theory constrains
him to a narrow self-serving path.
That’s where the trouble begins.
Whereas we should have told him,
your possibilities are limitless;
you can do anything you want;
you have the power to create a
world without poverty, without
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unemployment, without income
disparity, without endangering
the planet, without wars and
weapons, and with equality,
friendship and peace.
Now time is here to tell him that.
Note: Professor Muhammad Yunus is a
Nobel Laureate and founder of Grameen
Bank.
Source:
Yunus
Center;
http://
w w w. m u h a m m a d y u n u s . o r g / i n d e x .
php/43-news-a-media/books-aarticles/1408-redesigning-economics-toredesign-the-world-english
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AmCham in Action
A. Gafur
Executive Director, American Chamber of Commerce in Bangladesh

Journal. The following are some
of the activities carried out by
AmCham during the past couple
of months.

August 13, 2014: Lunch
Meeting with WB Country
Director

A. Gafur
We believe that Bangladesh
has tremendous amount of
opportunities and potentials
to grow and thrive. Of course,
the poor infrastructure, poor
governance,
corruption,
confrontational
politics,
questionable transparency have
been a continuing problem.
Although the country has
remarkable past achievements
in the areas of macroeconomic
management, rice production,
declining population growth,
empowerment
of
women,
positive social indicators, etc.,
the areas under infrastructure
development is still quite poor.
A big push is needed to reach the
desired destination of economic
growth
through
developing
physical and soft infrastructure.
I am taking the opportunity
to thank AmCham members,
advertisers and authors for
their continuing remarkable
support for AmCham Quarterly

AmCham August lunch meeting
was graced by the Country
Director of the World Bank
Dr. Johannes Zutt, who spoke
making an excellent power point
presentation on “Bangladesh:
Key Priorities for Accelerating
Growth and Poverty Reduction”.
During the presentation Dr
Zutt touched many important
areas including The Reform
Agenda,
The
Infrastructure,
Jobs & Governance Agenda,
World Bank Group exposure to
Bangladesh-ADA, IFC, MIGA. He
also touched comprehensively

on areas like Trade/GDP ratio
rise, Issues Public Policy Needs to
Address, Acceleration of Growth,
Inclusive
and
Sustainable
Growth,
Macroeconomic
Stability, Strengthening Revenue

Mobilization, Tackling of Energy
and
Infrastructure
Deficits,
Promotion of Efficiency at all
levels,
Raising
Performance
of Chittagong Port, Stronger
Institutions, etc.
The Speech of Dr. Zutt has been
incorporated separately.

September 16, 2014:
Farewell for Jon Danilowicz
and Welcome for David
Meale
AmCham organized a meeting
to bid farewell to outgoing
DCM Mr. Jon Danilowicz and
to welcoming the new DCM Mr.
David Meale at the Dhaka Club.
US Ambassador Dan Mozena,
AmCham President Mr. Aftab ul
Islam, Mr. Jon Danilowicz and Mr.
Meale spoke on the occasion. Mr.
Islam extended cordial welcome

to Mr. Meale looking forward to
work closely with him during
his stay in Bangladesh. Mr. Islam
also expressed his profound
thanks and appreciation to
Mr. Danilowicz for his unique

AmCham in Action
contribution in promoting the
U.S. Embassy and AmCham
relationship.

AmCham
appreciated AmCham Officers
for their dedicated services, and
particularly he thanked Mr. A.

September 29, 2014:
AmCham Annual General
Meeting

Gafur for his appreciable role
and contribution for AmCham
as its Executive Director.

The 18th Annual General Meeting
of the American Chamber of
Commerce in Bangladesh was
held on September 29, 2014
at 4:00 pm at the Pan Pacific
Sonargaon Hotel, Dhaka. The
meeting was presided over by
AmCham President Mr. Aftab
ul Islam. The President termed
2013 as a successful year despite
various challenges. The President
appreciated the dedication and
contribution of the Members
of the Executive Committee.
The President thanked the
Members for their excellent
support during the period. The
major activities of the Chamber
during the year included the
annual US Trade Show, seminar,
discussions
on
important
issues, networking with other
Chambers, representations in
various forums etc. The President
thanked
Ambassador
Dan
Mozena and other U.S. Embassy
officers for their remarkable
support for AmCham. He also

While talking about the country
the President said though the
nation was staying on the path
of making economic progress,
Bangladesh
continues
to
facing challenges in different
areas, such as; governance,
infrastructure, power and energy,
ports,
roads,
e-governance,
e-commerce. Bangladesh also
continues to offer tremendous
amount
of
opportunities
and potentials in diversified
areas; in education, energy,
agriculture,
pharmaceuticals,
ICT,
telecommunications,
ports, highways and railways,
ready-made garments, various
service sectors, etc. Although
Bangladesh has been making
on average 6% GDP growth for
over a decade, this has been
stagnating now. The need has
been to raise the GDP growth in
the range of 8-10%, In order to
make it happen, it was necessary
to experience huge investment
activities, both foreign and local,
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which is not in sight. He felt that
that the American firms should
seriously consider to exploring
and investing in Bangladesh and
maintain leadership in bilateral
trade and investment. In order to
make contribution in promoting
Bangladesh’s
economic
development, and to accelerate
the trade and investment related
initiatives, he stressed the need
to work harder and redouble our
efforts to meet the growing new
challenges.
The President continued saying
AmCham Bangladesh had a
very modest beginning, which
has now been continuing to
function as a self-sustaining
organization and it has a solid
and strong foundation. He
emphasized for continued work
in promoting the interests of
the members, providing a useful
forum for AmCham members,
and supporting American trade
and investment in the country.
He said that a developed and
strong Bangladesh is needed
for the members of AmCham
to best pursue their business
interests. AmCham will continue
its activities with its policy
of advocacy and networking,
working with the Government
and the private sector to stimulate
foreign
private
investment,
growth prospects for Bangladesh
economy, and promoting reforms
and economic development.

Oct 1, 2014: AmCham-CCCI
Roundtable
AmCham
Bangladesh
and
the Chittagong Chamber of
Commerce & Industry organized
a Roundtable on “Bangladesh’s

AmCham in Action

AmCham

Infrastructure
Development
in terms of progress, needs
and next steps” at Hotel

this event. The Ambassador in
his inspiring speech branded
Bangladesh as the next Asian

Agrabad, Chittagong. It has
been a very successful joint
initiative between these two
reputed
business
chambers.
Members of AmCham, CCCI,
Civil Society, media attended

Tiger. The Ambassador narrated
his vision of seeing Bangladesh
as the Royal Bengal Tiger, who
is already a huge player in the
marketplace. He categorically
mentioned about Bangladesh’s
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achievements in attaining food
self-sufficiency and its ongoing
agricultural revolution. In his
long deliberation Ambassador
Mozena stressed on the need
for an education revolution,
investing
in
its
physical
infrastructure, capacity building,
port facilities, power etc. He
also talked about the need for
a supportive bureaucracy, good
governance, rule of law, political
stability. He concluded saying
“Bangladesh is so blessed….all of
the challenges that it confronts
can be resolved, can be overcome,
provided, of course, there is
sufficient will and commitment
to do so”.
The Speech of Ambassador Dan
Mozena has been incorporated
separately.

The New Bangladesh
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The New Bangladesh
Dan Mozena
U.S. Ambassador to Bangladesh
(Remarks by U.S. Ambassador to Bangladesh Dan Mozena at Chittagong Chamber of Commerce and Industry and American
Chamber of Commerce at Hotel Agrabad, Chittagong on October 1, 2014)

are trying to sell such garbage in
America …
We were right … the following
summer when I went back to
work again in the lumberyard,
I discovered that much of
the Datsun had rusted away,
consumed by the salt used on
Iowa highways during the icy
winters.

Dan Mozena
Mahbubul
Alam,
President,
Chittagong
Chamber
of
Commerce and Industry
Aftab
ul
Islam,
President,
American Chamber of Commerce

Yes, we laughed, Japan should
stick with making cheap toys and
dishes … that was Japan’s rightful
role in the global economy …
purveyor of cheap toys and dishes
…
The Japanese, of course, had
different ideas … they analyzed
their experience with the Datsun
… assessed the mistakes they had

house in Gulshan and check out
my wife’s car … a Toyota … a
wonderful Japanese car … it is the
seventh Toyota that my wife and I
have owned over the years … and
we love it …
This “perfect” car was created by
the very same Japanese whom I
had mocked in that lumberyard
five decades ago … the joke,
of course, was on me … my
inability to see, to understand
that the post-war basket cases of
Japan, Korea, Taiwan, Thailand,
Singapore, Malaysia, Indonesia
and beyond had no intention
of remaining poor, war-ravaged
economies … they invested
hugely in their people; they
invested hugely in their physical
infrastructures, and from the

A. Gafur, Executive Director,
American Chamber of Commerce
… and all who share my belief,
my conviction that Asia needs
another economic tiger … and
that tiger could be, should be,
must be Bangladesh …
Asalam ‘mlaikum, nameskar, and good
morning
It was called a Datsun …
A most strange name for a most
odd looking car …
My fellow lumberyard workers
and I crowded around the car …
it was ugly … it looked cheap …
we laughed at it; we mocked it …
who do these Japanese think they

made in assuming that a car that
was appropriate for Japan would
work in America … and they
started over … designing anew
the cars they would export to
America.
That was fifty years ago … now
fast forward to 2014 … go to my

wreckage of World War II and
the Korean War surged the
mighty Asia tigers that we know
well today.
More recently, of course, China
has joined the pack, and is today
the second largest economy in the
world.

The New Bangladesh
Let me tell you that in 1967, when
I kicked the tires of that ugly
Datsun in the lumberyard, no one
… no one … I mean no one …
in his or her wildest imagination
dreamed that the tigers of Asia
would roar across the global
economic stage.
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That is my vision of Bangladesh
as the next Asian tiger … a
vision based on three years of
my crisscrossing this country
from one end to the other … just
Saturday I concluded in Comilla
my quest to visit all 64 districts …
everywhere I went … everywhere

revolution like the successful
agricultural
revolution
now
underway. Bangladeshis need …
Bangladeshis deserve… the best,
highest quality education and
skills training in the world … for
all Bangladesh’s citizens, not just
the privileged elites. Bangladeshi-

I went … I saw firsthand how rich
this country is … the most fertile
soil, ample water, perfect climate
that allows up to four crops a
year, huge coal deposits, rich gas
reserves, and, most especially, the
wonderful people of Bangladesh
…
hard
workers,
creative,
entrepreneurial, resilient … the
finest people I know.

Americans
demonstrate
the
success of educated Bangladeshis
…
Bangladeshi-American
households are over-represented
in the top ten percent of
successful Americans.
This
success shows that Bangladeshis
when well-educated and trained
simply thrive in a conducive
environment because they work
hard, they work smart, they are
creative and tough. Can you
imagine 160 million well-educated
and trained Bangladeshis … wow
… get out of the way … these
Bangladeshis will build the Asian
tiger. I think the first step in an
education revolution is creating
a corps of dedicated, energized,
respected,
well-compensated
teachers who are provided special
incentives to live in and teach
at schools in villages, towns and
cities across Bangladesh, even
in the most remote places. And
these schools … all of them …
need to be linked to the virtual
network, which would provide
access to virtual libraries and

I, for one, certainly never dreamt
that I would someday have owned
seven Japanese cars!
In a similar fashion, I find that
many today here in Bangladesh
have poor eyesight, and they, like
me fifty years ago, are unable to
see that Asia’s next economic tiger
is poised to become reality right
here … the Royal Bengal Tiger …
Bangladesh, the world’s eighth
largest country becoming an
economic player of commensurate
size … why not?
I have earlier detailed to many my
vision of the Royal Bengal Tiger
… of Bangladesh as the world’s
largest exporter of apparel …
of Bangladesh as a huge player
in the global marketplace for
generic pharmaceuticals, shoes,
finished leather goods, frozen
shrimp, small freighters, software
development,
semi-conductor
production, bone china, flowers,
silk
products,
creative
jute
products, and the list goes on
… the Royal Bengal Tiger … of
Bangladesh as food self-sufficient
as its agricultural revolution
continues … of Bangladesh as an
exporter of skilled, semi-skilled
and professional manpower to
build the Middle East, Southeast
and East Asia, and, of course,
Bangladesh and beyond …
the Royal Bengal Tiger … of
Bangladesh as the nexus of one
the 21st century’s great trade
routes, the Indo-Pacific Economic
Corridor.

This vision of Bangladesh as the
next Asian tiger is shared by so
many others: McKinnsey Reports,
Goldman Sachs, JP Morgan, to
name a few.
The question then arises why is
Bangladesh today not already
an Asian tiger? Each of us, I am
sure, has his or her own response
to that question. I would like to
share my views on this and then,
perhaps, we can exchange views
and explore the topic in greater
detail during the discussion
period.
First and foremost, I believe
Bangladesh needs an education

The New Bangladesh
which would bring the country’s
and the world’s best teachers
and experts into every classroom
of the nation. This top quality
education, when complemented
by a vast skills-training program,
would
make
Bangladeshis
the
electricians,
carpenters,
steel workers, plumbers, air
conditioning experts, doctors,
professors, nurses, technicians
of the region and beyond.
Bangladesh should be a purveyor
of professional, skilled and semiskilled manpower to build the
countries of the region.
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this would do wonders to increase
Bangladesh’s competitiveness in
the global marketplace.
Amazingly, the rail link between
Dhaka, one of the world’s great
mega-cities, and Chittagong,
the nation’s premier port and
link to the global economy, is
only a single track, largely a
remnant of the British era nearly
70 years ago! I read once that
only 80,000 of the more than 1
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I hope Bangladesh’s shipping
authorities will endeavor to
expand both Chittagong and
Mongla ports and make them
super-efficient,
which
will
further enhance Bangladesh’s
competitiveness. I am intrigued,
as well, by prospects for building
a new, deep seaport off the coast
of Cox’s Bazar.
The shortage of gas is a major
constraint on the economy. I

Bangladesh also needs to invest
in its physical infrastructure.
June 7, 2001 was one of the worst
days of my life. That was the
day that Grace and I departed
Bangladesh after the end of our
earlier tour here. Knowing that
I would be sad, I told only two
Bangladeshis of the timing of our
departure, and they came to see
us off. I remember their telling
me that I would need to come
back in 2002. When I asked why,
they said I should come for the
ribbon cutting on the new dualcarriageway between Dhaka and
Chittagong. Well, my friends
were a bit optimistic as this
most vital, most critical piece
of the infrastructure remains
unfinished to this day, a dozen
years later. I understand that the
250 kilometer road is at best 28%
finished; judging from the many
hours I spent creeping along the
highway last week, that estimate
may be high! Some tell me that
this road link, which would slash
travel time between the country’s
two most important cities to about
3 hours, would itself add up to 2
percentage points to Bangladesh’s
annual GDP growth rate. I urge
the government to give highest
attention to finishing the road as

million containers that course
through Chittagong each year
move by rail. The solution to this
challenge is obvious.
Similarly, Bangladesh as an Asian
Tiger will need port facilities with
a capacity multiple times greater
than existing port facilities to
deliver the flood of Bangladeshi
products
to
the
global
marketplace. Earlier this week I
visited Chittagong port, where I
saw the port expansion project
that is still under construction …
I hope this important expansion
will come on line soon. I am
concerned about the ongoing
labor struggle in the port that
threatens to undermine port
efficiency, which peaked in 2007
and 2008, when containers took
only two to three days to clear
the port, a marked contrast with
the two-three weeks prior to then.

long ago lost track of the number
of apparel manufacturers and
other industrialists who have
complained that their aspirations
to expand production are on
hold until they can get access
to increased gas supplies. My
friends at KAFCO have told
me of the many months that
their huge facilities often sit
idle for want of gas supplies
to manufacture urea. I hope
Bangladesh will revisit its gas
pricing structures to encourage
aggressive exploration both onshore and off-shore for more
gas. I think finding and then
tapping the nation’s gas supplies
is the most cost-effective way
to meet this surging economy’s
energy needs. I suggest, too, that
Bangladesh continue to pursue
with Myanmar possibilities of
importing gas from that friendly

The New Bangladesh
neighbor. I applaud Bangladesh’s
progress in moving forward with
developing a capacity to import
LNG.
Bangladesh is blessed to be in a
region brimming with potential
to produce enormous supplies
of power … power that could
offset shortages in domestic
production. Bangladesh, with
a rated capacity of less than
10,000 MW, needs more power.
Bhutan alone has almost 20,000
megawatts of power available
for Bangladesh using low-cost,
run-of-the-river
technology.
India’s Seven Sister states of the
northeast also offer potential
for hydro-power exports to
Bangladesh. Just a few weeks
back, Nepal and India concluded
an agreement that provides for
900 megawatts of hydro-power
to India; Bangladesh could also
tap some of Nepal’s purported
70,000 MW potential for hydropower. And, of course, India
itself is already exporting 500
MW of power to Bangladesh, a
figure that could be doubled by
expanding the infrastructure
supporting
the
BaharampuBheramara line, which I visited
earlier this year with Minister
Inu as my well-informed guide.
Additionally, Bangladesh has
enormous,
almost
infinite,
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potential for solar power, which
is now being tapped by a most
dynamic Bangladeshi-American
who is using technology that
he has patented to bring lifechanging solar power to rural
Bangladeshi homes.
All of these infrastructural
challenges … education, skills
training,
roads,
railroads,
ports, energy and power … are
resolvable, and all offer great
opportunities for investors.
Of course, there are other
challenges; these relate to
governance.
Corruption,
bureaucratic
red
tape,
inadequate rule of law, and the
threat of political instability are
well-known to us all … and all
these challenges are resolvable
as well. Certainly, the existing
Asian Tigers confronted these
and
similar
challenges
as
each pursued its own path to
becoming an Asian Tiger.
I
suggest that Bangladesh might
benefit from the best practices
that each Tiger developed to
confront and deal with these
governance challenges.
In
addressing and resolving these
challenges, Bangladesh, like the
other Tigers, will make itself
a magnet for huge in-flows of
foreign direct investment, which
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played an important role in
unleashing the great potentials
of the other Tigers.
I deeply believe that Bangladesh
should be a middle-income
country where all have the means
to provide their families safe
housing, ample, nutritious food,
good healthcare and quality
education.
But Bangladesh’s
becoming
an
Asian
Tiger,
becoming
a
middle-income
country, becoming the Sonar
Bangla of the nation’s anthem
are all contingent on the nation’s
making some critical decisions
… decisions to undertake an
education revolution, decisions
to expand and upgrade the
nation’s physical infrastructure,
decisions to address and resolve
the governance challenges.
I know God loves Bangladesh
best … Bangladesh is so blessed
… all of the challenges that
it confronts can be resolved,
can be overcome, provided, of
course, there is sufficient will
and commitment to do so.
I look forward to hearing your
views on how Bangladesh can
become the next Malaysia, the
next Thailand, the next Asian
Tiger … the Royal Bengal Tiger.
Thank you.
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Bangladesh Development Outlook: Alternative
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Background
The Bangladesh economy has
certain comparative advantages
such as a huge population of 150
million of which 40% are below
30 years. The natural advantages
are also there in terms of tropical
climate with bright sunshine
almost 10 months in a year. It
is a delta with fertile soil with
Bay of Bengal in the south with
long sea beaches in Cox’s Bazar
and Kuakata. Jamuna, Padma, &
Meghna are large rivers flowing
through the country originating
from the Himalays. The people
are hardworking and they adopt
technologies readily. About a
million of them are employed
outside the country, mostly in the
Arab countries.
The agriculture sector is diversified
into major crops, vegetables,
fruits, and flowers grown around
the year. It has also a growing
SME sector in the exporting
RMG industry, leather, food
processing, light engineering,
etc. In economic terms, all these
comparative advantages results in
low costs of manpower and other
cheap locally produced goods and
services. For the last two decades
GDP growth at 5-6% has also
increased demand for goods and
services produced locally as well
as from abroad. Japanese cars and
electronics are sold here in large
numbers.
Recently a World Bank report
has
identified
infrastructure
deficits in energy & transport
sectors
as
impediments
to

higher rate of growth in GDP.
Massive investment would be

World Bank. The government
agencies in Bangladesh lack

required for developments of the
infrastructure which works as the
backbone of an economy. Many
mega projects have been identified
for development. (The World
Bank Development Outlook for
Bangladesh October, 2014).

administrative
and
technical
capacity in planning as well as
implementation of major projects
causing long delays and cost over
runs (as for example, the Metrorail
projects in Dhaka and the Padma
Multipurpose Bridge were delayed
by five years). Annual utilization
of foreign development assistance
is 18% only of the fund in
pipeline. The cumulative balance
has grown to $ 20.0 billion. We
must look for alternative ways
of bringing Japanese investment
in Bangladesh through private
business to business linkages and
through chambers of commerce
and industries.

Japan is a highly developed
country with surplus investment
fund and an ageing population
with falling demand for goods
and services produced in Japan.
Japanese companies have invested
heavily in South East Asian
countries and China. Recently the
Japanese Prime Minister Mr. Abe
visited Bangladesh and India with
a large delegation of businessmen
to increase Japanese investment in
Bangladesh and India under the
China plus policy given the rising
cost of production in China.
So far Japanese government
investment in Bangladesh has
been through the government of
Bangladesh and other multilateral
agencies like ADB and the

In this paper we have tried to
identify a few such opportunities
based
on
the
comparative
advantages mentioned above
and quick investment from
Japan so that both the countries
derive benefits faster besides the
traditional mega projects under
government
to
government
process.
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Health Sector
Recently Dr. Osamu Otsubo,
Ph.D., Chairman of Bangladesh
Japan Society and chairman of
one of the large hospital groups
in Japan visited Dhaka. He came
with the Prime minister of Japan
& visited Northern University
Bangladesh. He showed interest in
setting up Nursing and Radiology
imaging training institutes. He
may also be interested in joint
venture in medical education and
specialized hospital with NUB and
NIMCH. These projects will reduce
drainage of huge foreign exchange
spent by Bangladeshi rich people
for medical treatment abroad.
Trained nurses & technicians can
be employed here and Japan.

Residence for Senior Citizens
in the Coastal Areas
The retired & aged people of
Japan need personal care in
suitably designed facilities in
sunny locations. It is known that
a few thousand such families have
been settled on the coastal area in
Vancouver, western most city in
Canada. Bangladesh can offer such
opportunities in Cox’s Bazar by
the private sector investors. Fully
serviced small apartments can be
built for either renting or sale to
the retired people from Japan as
an exclusive tourist zone. Many
such apartments have already
been built by the private sector
realtors in Kalatola area in Cox’s
Bazar. For that purpose the Cox’s
Bazar airport has to be expanded
under PPP. Such facilities can also
attract tourists from Europe. Rich
parents of Bangladesh expatriates
in North America and UK also can
be resettled in those apartments
in
healthy
environments.
Bangladesh is expecting to be a
middle income country by 2021,
provided all identified mega

projects in infrastructure are
undertaken soon and completed
within next 5-7 years. In that case
and under a stable governance
system many Bangladeshi who got
their second homes abroad would
like to have second homes within
the country in coastal belts in
Cox’s Bazar and Kuakata if given
incentives. Bangladeshis have a
strong sense of family bondage
and love for this country that
got independence in 1971 after 3
million lives were lost in the war
of liberation.

Japanese Economic Zone
Similar to the Korean Export
Processing Zone in Raozan,
Chittagong Japanese investors
should have an export processing
zone for relocating some of their
production facilities (electronics
in particular) from China to
Bangladesh. As reported in the
press such an EZ will be established
in Maheskhali area, where a large

power plant will be set up with
Japanese assistance.

4. Cold Chain in Agriculture
Agriculture is still a major sector in
Bangladesh economy. This sector
is now growing @ 3% p.a. only
because of the use of low level
technology and small holdings
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by six million farm families.
It has reached limits to rise in
productivity under the existing
system of production, inventory,
and transportation from rural to
major urban areas. Low growth
in the agriculture sector (except
fisheries exports) is due to very low
prices obtained by the growers,
sometimes not even covering cost
of production due to lack of ColdChain facility in the supply chain.
At the same time consumers in the
metropolitan areas pay exorbitant
prices (ten times higher) than
what
farmers
get.
Urgent
investment in the Cold Chain
(warehousing and transportation)
can increase production and
productivity in this large and
diversified agricultural sector that
still employ 60% of the labour
force.

Agro-Processing Industries
Organization of farms into larger
units and mechanization can be

major investment for Japanese
investors with high rates of return.
Some local firms have established
themselves (PRAN, Aftab, Kazi
farm, Bengal Meat, Arang, etc.).
PRAN & Bengal Meat have already
got their products in international
markets. Japanese business firms
in the agro-processing sector
can join these groups to expand
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production with quality for local
& export markets. The private
sector can operate trains with
refrigerated containers on the
existing rail lines which remain
under utilized. It is a PPP project
that will increase growth of the
agriculture sector to at least 5%
p.a. and increase productivity of
labours and capital. To increase
exports of fresh agro-products
it is essential to develop an
international airport in the
Northern part of the country.
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people to drink more tea (hot &
cold) will help improve the health
of the people and avoid harmful
effects of carbonated drinks
besides saving underground water
for use in agriculture and drinking
by common people.

The SME Sector

The Leather Industry

and skilled workers. For example
more than 400 product variants
in the RMG industry exist. In agro
& food processing 20 different
varieties are produced starting
from rice milling to puffed rice
and bread.

The SME sector in manufacturing
has widespread diversity in
output mix. This vibrant sector
provides 30% of value added in
manufacturing and employ large
number (60%) of semi-skilled

The Tea industry
It is to be noted that Bangladesh
has a large tea growing and
manufacturing industry since the
British period. These tea producers
are exporting dried bulk and
small tea packages alongside the
growing domestic market. There is
very little change in the industry
in terms of product diversification.
Such as cold tea in bottles as
substitute for soft drinks like cocacola and pepsi. The carbonated
beverage industry here is making
huge profits which are being
transferred to foreign investors.
They employ a small number of
workforce and use large quantities
of water from underground source
and putting down the water table
year after year without any action
to hold surface water. On the other
hand the tea gardens employ large
number of traditional aboriginal
labour mostly women with very
low wages as they are captives in
those localities. More value added
final tea products and organized
tea shops like the “Chae shops”
being established in India under
the patronage of a Harvard
University professor similar to
“Star-bucks coffee shops” can
be started. In Dhaka we see
thousands of mobile tea vendors
who sell tea & biscuits using
thermo flasks. Encouraging the

This industry has linkage with
agriculture.
Leather
goods
processing and export of finished
leather and leather goods are
third largest export earnings
for Bangladesh. This industry
is currently faced with a crisis
of transshipment to a location
outside the Hazaribagh area
within Dhaka City Corporation.
This move to shift has been going
on for years. Government of
Bangladesh has given them an
area in Savar outside of Dhaka
City Corporation to avoid the
pollution that is associated with
leather processing. Lack of finance
perhaps is hindering their shifting
as bank loan interest is too high
in Bangladesh. It is possible for
Japanese investors to provide
equity capital and relocate
these prioritized industries with
tremendous potential for export
to Japan and Europe with much
higher value added to the local
farmers and tanners.

In these industries, gross profit as
% of sales ranges between 25%
and 30% weighted average gross
profits on sales accounted at 25%
in 2010.
Net profit as % of sales on a
sample of firms in 20 sub-sectors
was estimated at 22% on average.
A comparison with Indian firms
in SME manufacturing sector was
estimated at 12% only (Chandra).
Of these SMEs, light engineering
has concentration in Dhaka and
Bogra. A survey on these sectors
revealed shortage of capital as the
main constraint to expansion. It
is known that interest rates on
bank loan in Bangladesh are very
high, 15-18%. And these SMEs
cannot get loans because they
do not have adequate collateral
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securities for obtaining loans from
commercial banks. They need
equity capital from joint venture
partners from Japan. Most of the
SME sub-sectors have good trade
bodies, such as associations and
chambers. (MoI 2010)

Restoring Rivers Around
Dhaka and Make Dhaka a
Livable City
Water pollution in the four
rivers surrounding Dhaka city
is proving to be very hazardous
for marine lives and the people.
Government of Bangladesh has
a plan to dredge these rivers and
keep the water clean and use
the rivers for transporting goods
and people. This project to save
the rivers can be undertaken as
PPP and investment with return
from revenues to be earned from
marine vehicles transporting
goods and people. When the river
banks are protected and built with
scenic trees and gardens, purpose
built markets and entertainment
centers can be set up around the
outskirts of the city and also on
the other sides far of the rivers.
A huge volume of economic
activities can be generated if
these river banks are taken back
from illegal land grabbers. Like
it is used in Kolkata city, cleaned
water from these rivers can also
be pumped to some areas in the
city for washing and bathing
by common people, improve
hygiene and health and reduce
medical costs. Dhaka city had
many natural canals for water to
flow through. These canals can be
stored to their original paths to
make use for boats to carry goods,
people & make the city a better
place for living for the future
generations. Similar projects can
be undertaken for Chittagong, the
second largest city in Bangladesh.
It has been reported that Japan
has very good knowledge and
technology to manage large cities
efficiently. (Sadiq Ahmad). Dhaka

has already been identified as an
unlivable city for the unplanned
growth.

The Pharmaceutical Industry
Bangladesh
has
a
vibrant
&
modern
pharmaceutical
industry producing medicines
of high quality for domestic
and international markets. This
industry can benefit from Japanese
investors in two ways. Firstly
some Japanese pharmaceutical
companies can be partners of the
top companies in Bangladesh and
increase their production and
distribution capacities. Secondly
there is a government plan/
project to build an API near Dhaka
for which land has already been
acquired. To expedite this project
on PPP basis Japanese chemical
firms can be invited to invest in
this basic industry within a short
period. Time is of essence in the
case of Bangladesh.

Construction Industry
Construction industry has made
a strong presence in Bangladesh
along with linkage industries
such as cement, steel, tiles and
fittings. Recently the RMG,
pharmaceutical and others are
demanding
fabricated
steel
structure for quicker construction.
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The old ship breaking industry in
the coastal belt in Chittagong is
providing the base metals for the
steel structure buildings. Japan
also uses pre-fabricated structures
in its buildings. There is scope for
joint-venture in the steel structure
fabrication industry as it would be
less costly to make them here and
ship to Japan and other South East
Asian countries.

Insurance for Loss of Life
and Income
In the services sector one
Japanese company has started
a joint venture to set up a
life insurance company with
Summit Corporation, a large
conglomerate
in
power,
shipping lines, refinery and
communication sector. A vast
area of business and agriculture
remain outside the ambit of
insurance coverage. Many small
NGO’s are engaged in providing
micro-insurance in some areas in

a limited scale. There is scope for
Japanese insurance companies
to get involved in this business.
The Rana Plaza collapse and
death of over 1100 RMG workers
has raised the issue of providing
insurance protection for the
loss of lives of the workers. It is
quite possible to devise a scheme
to provide insurance for loss
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of earnings due to accidents
for the 4 million workers (80%
women) in the RMG industry
by
contribution
from
the
employees, employers, donors
and Government of Bangladesh.
It is a vital sector in terms of
earning foreign exchange for
Bangladesh and it is expected to
grow @ 10% per year for at least
10 more years. Low cost of labour
is the comparative advantage
that we must maintain by given
suitable insurance protection
against loss of lives and earnings.
This will increase productivity in
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RMG industry and with training
for higher quality products.

collection
of
information,
analyses and reports.

Northern University Bangladesh
has a Centre for Management
Development
and
Research
(CMDR) in the Faculty of Business.
Under CMDR we can provide
necessary initial support for
facilitating Japanese companies
to get started in the investment
opportunities mentioned above.
This is a limited exercise in this
area of cooperation between
Japan & Bangladesh. There are
scope to conduct more exhaustive
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Asia Geopolitics in 2015: To Dream or to Pivot
Ifty Islam
Managing Partner, Asian Tiger Capital

The geopolitical outlook for Asia
in 2015 will remain, as in 2014,
on the continued emergence
and assertiveness of China as the
dominant power in the region.
The primary focus will be on the
willingness of the US to counter

be the world’s largest economy,
potentially twice as large as the
US, with India the third largest.
Former US Assistant Secretary of
State for East Asian and Pacific
Affairs Kurt Campbell wrote in a
2013 paper (“Explaining the US

this and whether it’s much
heralded “pivot” or rebalancing
of foreign policy focus back
to Asia is effective or not. The
dynamics in the region will also
be influenced by secondary games
between China and the other
regional superpowers of Japan
and India as well as, to a lesser
extent, ASEAN. The evolution of
the Asian geopolitical landscape
will have major economic, as well
as political, implications.

“Pivot” to Asia, Campbell and
Andrews,
2013/01,
Chatham
House) that the proposed shift in
US policy reflected “the recognition
that the lion’s share of the political
and economic history of the 21st
century will be written in the Asia-

But 2014 has seen the US playing
a relatively passive, or at least one
might say reactive, role in the
region. The APEC Summit held
in Beijing in November 2014,
as both President Xi Jinping’s
coming out party as the most
powerful Chinese leader since
Deng Xiaoping as well as reasserting China’s vision of itself
as Asia’s dominant hegemony
politically as well as economically.
President Xi stated that “China’s
development will bring huge
opportunities and benefits to
the Asia-Pacific and the world….
We are willing to work with
others to realize the Asia-Pacific
Dream.”President Xi used the
summit to announce both Land
and Maritime “New Silk Routes”
as well $ 40bn infrastructure fund
to back up his vision of stronger
regional integration and trade
links. The Silk Routes were based

Figure I. Trans-Pacific Partnership Countries (2012)
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After being re-elected to a
second term, President Obama
committed the US in 2009 to a
“strategic pivot” or rebalancing
of its foreign policy focus to the
Asia Pacific region in recognition
of the major shift in the locus of
global economy to the region in
coming decades. For example,
by 2050, Goldman Sachs, as well
as a number of other forecasters
have predicted that China will

diplomatic, economic, development,
people-to-people and security ties
with the region.”

3

Trans-Pacific Partnership Countries

Paciﬁc region. To beneﬁt from this
shift in global geopolitical dynamism
and sustainably grow its economy,
the United States is building extensive

on ancient trade routes crossing
Central Asia towards Europe by
land as well as a maritime route
via the Indian Ocean, the Persian

Asia Geopolitics in 2015: To Dream or to Pivot
Gulf and the Red Sea. This follows
up the $ 50bn of capital China
committed to the new Asian
Infrastructure Bank.

On trade as well, President
Obama’s attempts to promote the
Trans-Pacific Partnership (TPP)
free trade agreement that excludes
China but include Japan has lost
momentum. By contrast, President
Xi used the Summit to promote
Free Trade Area of Asia Pacific
(FTAAP), a broader agreement that
includes the US, China and Russia.
However, the proposed two year
study of the FTAAP is also seen as
short-circuiting further progress
on the TPP since by then President
Obama will have left office and
the next President’s commitment
to TPP is less clear cut.
There has been anecdotal evidence
that the US had tried to block
countries signing up to the new
Asian Infrastructure Bank as well
as the proposed BRICS Bank to
counter-balance growing Chinese
assertiveness and positioning.
However, President Obama tried
his best at the APEC summit to
signal US acceptance of China’s
growing economic and political
clout. Pres Obama stated that
“It’s not a zero sum game…One
country’s prosperity does not
come at the expense of another.
The U.S. has helped integrate
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China into the global economy,
and it’s in America’s best interest
and in the world’s best interest.
We want China to do well.”

distract the Chinese public from
the growth slowdown as well
as solidify support among the
Chinese military

However, US influence in Asia is
still ultimately underpinned by
regional tensions over Chinese
expansionism amid territorial
disputes in the South China
Sea. In November 2013, China
an East China Sea Air Defense
Identification
Zone
(ADIZ)
which critically includes the
disputed Senkaku Islands (know

As William Pesek wrote in a Nov
10, 2014 Bloomberg column:
“These entanglements often do
more harm than Beijing’s largess
helps. The same is true of Beijing’s
moves to scrutinize foreign
companies from Microsoft to
Toyota, silence the international
media and police cyberspace.
China’s heavy-handed response
to Hong Kong’s pro-democracy
movement hardly projects secure,
confident power. “He goes on to
argue that “Genuine affection
comes from acting in partnership
with Asian neighbors, not buying
their loyalty with the odd multibillion-dollar dam, bridge, road
or power grid.” For years, China
tossed
money
at
unsavory
regimes and looked the other
way as environmental and labor
protections were ignored. He
concludes:” Yet if China wants to

in China as Diaoyu). Vietnam,
the Philippines, Taiwan, Malaysia
and Brunei (all US allies) are – like
Japan – enmeshed in arguments
with Beijing over relatively minor
but potentially strategic bits of
maritime real estate. Some have
argued that President Xi Jinping
has used nationalist sentiment to

buttress its soft power, it should
consider following the Japanese
model.”
Japan has been busily building
up mutual defense and security
ties across southeast Asia, and
with Australia and India, as a
hedge against Beijing. In August,

Asia Geopolitics in 2015: To Dream or to Pivot
Joko Widodo, Indonesia’s newly
President, called Japan “our

from China. Japanese outward
FDI has increased for two years in
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largest partner” and urging more
investment to ramp up a $46
billion bilateral trade relationship.
PM Abe has committed more
than $ 30bn in assistance to India
and ASEAN including $ 5bn to
Bangladesh alone.
While the geopolitical dynamics
remain fluid and uncertain, a
more definite consequence of the
dispute may well be to accelerate
the China relocation macro
theme with major implications
for FDI flows in the rest of the
region. Up until now the primary
motivation for foreign companies
with large scale manufacturing
operations to relocate from China
has been the rapid rise in Chinese
labor costs and the growing
signs of worker shortages. So the
relocation of factories as a result
of China economic rebalancing
is a multi-year structural trend
that is likely to be the dominant
macro theme for developing
economies for the next decade
and beyond. But it is becoming
more apparent that political risk
mitigation in the face of resurgent
Chinese
regional
territorial
ambitions and aggressiveness will
reinforce the macroeconomic
justification for diversifying away

Approximate
location of
island(s)®

succession, with 2012 the second
highest increase in history.
But beyond risk mitigation,
another catalyst for a shift in
FDI flows may be with the
tacit encouragement of the
Japanese government whereby
FDI investment is seen as a
growing instrument for exerting
geopolitical influence in the
region, a form of “soft” power.
Perhaps the most visible recent
example of this has been the
aggressive push by Japan in
committing to economic and
infrastructure development in
Burma. Japan in 2013 underlined
its interest in Myanmar with
Prime Minister Shinzo Abe’s visit
during which he agreed to cancel
the $1.74bn debt Myanmar owed
Japan and he also pledged more
than half a billion dollars devoted
to developing infrastructure and
power projects in the country. The
latest debt cancellation followed
an earlier $3.5bn Japanese writeoff of Myanmar debts. Also early
in November, a joint venture was
formed to begin development of
a 1,000-acre industrial estate near
Yangon, Myanmar’s largest city.
The project is part of the 6,000acre Thilawa Special Economic
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Zone, which Japan won a deal
to develop last year. The JV is
owned 49 percent by Japan and
51 percent by Myanmar. The
Japanese consortium is made up
of Mitsubishi , Sumitomo and
Marubeni .
Countries such as Indonesia,
Vietnam, Bangladesh, Cambodia
and Sri Lanka are likely to see
a more focused and aggressive
push from corporate Japan to
step up FDI in 2015. Indeed the
intersection of geopolitics and
china rebalancing is likely to be
the dominant macro catalyst and
opportunity for such countries for
the coming decade.
Coming back to the US-China
dynamics,
President
Obama
stated in a speech in Australia at
the G20 Summit that “There have
been times when people have
been skeptical of this rebalancing.
And it’s true that pressing events
around the world demand our
attention…I’m here today to
say that American leadership in
the Asia Pacific will always be a
fundamental focus of my foreign
policy…any effective security
order for Asia must be based—
not on spheres of influence, or
coercion or intimidation where
big nations bully the small—but
on alliances for mutual security,
international law and norms
that are upheld, and the peaceful
resolution of disputes.”
Ironically, the 40% collapse in
world oil prices may give the US
greater opportunity to focus on
Asia to the extent that Russia has
less capacity to be assertive in
expanding its territorial ambitions
in Ukraine as well as more widely
through the former Soviet states.
However, one can never rule out
President Putin taken a contrarian
and more aggressive geopolitical

Asia Geopolitics in 2015: To Dream or to Pivot
stance to distract his electorate
from
domestic
economic
meltdown. A wounded bear can
still be a very dangerous thing.
Asian countries will be torn by
an unwillingness to turn down’s
Beijing’s economic largesse with
apprehensiveness on the stings
attached, especially in the context

The Diplomat in a Nov 11, 2014
article summed it up well noting
that “China has made it clear that
its new projects, particularly the
economic ones, are open to any
and all who wish to participate.
But buying in means accepting
China’s terms and Chinese
leadership, particularly when it

Smaller Pile

Japanese investment
in China is falling...
Outward direct investment
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of Beijing’s inevitable territorial
ambitions in the South China
Sea. Shannon Tiezzi writing in

DHAKA
11

13

The Wall Street Journal

comes to China’s self-avowed
national
interests
(including
territorial disputes in the South
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China Sea). That’s something the
larger regional powers (including
India) have been reluctant to do.
For Washington in particular,
ceding leadership to China
remains a political non-starter.”
In conclusion, 2015 is likely
to see further economic and
geopolitical
assertiveness
by
China with attempted counterbalancing measures by Japan and
India as well as the US. It is an
environment where being a nonaligned country like Bangladesh
is all the more important but
also all the more challenging.
But opportunities for economic
engagement with all the major
regional superpowers remains the
best strategy for Bangladesh to
leverage it’s geographic position
and geopolitical significance to
maximize the economic benefits.
Note: Ifty Islam is the Managing Partner
of Asian Tiger Capital. He can be reached
at fty.islam@at-capital.com
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OUTLINE

 Bangladesh’s development track record
 Key challenges
 The reform agenda: more of the same ...
 Maintaining macroeconomic stability
 Strengthening revenue mobilization
 Deepening financial-sector and external trade reforms

 The infrastructure, jobs, & governance agenda






Power sector
Transport sector
Urban development
Leveraging economic zones for more and better jobs
Key governance and public sector challenges
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The World Bank Group is a development bank

IBRD
International Bank
for Reconstruction
and Development

IDA
International
Development
Association

Est. 1945

Est. 1960

Est. 1956

Est. 1988

Support
countries’
economic and
institutional
development

Support
countries’
economic
and institutional
development

Promote private
sector development

Promote cross-border
investment and lending

Governments of
member countries
with per capita
income between
$1,025 and $6,055

Governments of
member countries
with per capita
income of less than
$1,025

Investors in member
countries

Foreign investors and
lenders in member
countries

- Technical Assistance
- Commercial Loans
- Policy Advice

- Technical Assistance
- Interest-Free Loans
- Policy Advice

- Equity/Quasi-Equity
- Long-Term Loans
- Advisory Services

- Political Risk Insurance
- Credit Enhancement

Role:

Clients:

Products:

IFC
International
Finance
Corporation

MIGA
Multilateral
Investment
Guarantee Agency

Shared Mission: “End extreme poverty (3% by 2030) and build shared prosperity (bottom 40%)”

World Bank Group exposure to Bangladesh

• IDA
– Present portfolio is $7.2 billion and includes 30+ projects
– In FY14, IDA approved $1.9 billion in new financing and disbursed
$944 million (about 30% of total project aid to Bangladesh)
– Since independence, IDA has committed $18.2 billion in interest
free credits (40 year maturity, 10 year grace period)

• IFC
– IFC has a portfolio of $467 million

• MIGA
– MIGA has $330 million of exposure

27

Bangladesh: Key Priorities For Accelerating Growth And Poverty Reduction

AmCham

28

The World Bank Group is a knowledge bank
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Development Track Record (1)

Bangladesh’s human development achievements
Bangladesh has performed better than expected since independence in 1971
It will partially achieve MDGs for poverty reduction and primary enrolment, and is on track
for gender parity in education, child mortality, maternal health, HIV/AIDs and tuberculosis
This resulted from attention to health outcomes, primary education, family planning, and
gender equality (especially in education and workforce participation), supported by female
grass-roots workers and organizers mobilized by the GoB and world-leading NGOs
Social indicators for Bangladesh, India and sub-Saharan Africa
Indicator

Bangladesh
1971*
2011
n/a
1,883**
39
69
150
37
225
46
6.9
2.2
n/a
55

GDP per capita (PPP)
Life expectancy at birth
Infant mortality rate
Under-5 mortality rate
Total fertility rate
Access to improved sanitation
(%)
Mean years of schooling, age
25+
Literacy rate, age 15-24 (%)
Female
Male
Prevalence of undernourishment (%)
Child immunization rates (%)
DPT
Measles
Notes: *or earliest available **2012;

India
1971*
2011
n/a
66
50
44
114
65
166
2.5
5.4
35

Sub-Saharan Africa
2011
2,367
55
69
109
4.9

n/a

4.4

30

2

4.8

2

[74]

n/a

27
44
35

80
77
17

40
66
27

[88]
18

65
76
25

1
96
6
72
71
1
96
1
74
74
[..] estimate; Source: World Development Indicators
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Recent progress with poverty reduction has exceeded expectations
Pace of GDP growth in Bangladesh has risen by about 1 percentage point per decade
Gross national income per capita has risen more than threefold, from $251 in 1980s to $923 by 2013
International remittances have grown in importance ($14.5b in FY13)
... leading to significant progress with poverty reduction in recent years
Between 2000 and 2010, the number of poor living in Bangladesh declined by 16 million according to
the national poverty line (by 11 million according to the $1.25 poverty line)
Growth in labor incomes and declining dependency ratio were the two main contributors

GDP Growth Trend (5 Year moving averange)

6.0
5.0
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Average growth 4.8%
Per capita growth 2.7%
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3.0
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Average growth 3.7%
Per capita growth 1.0%
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Poverty has declined considerably since 1990
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Average growth 5.8%
Per capita growth 4.4%
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Development Track Record (4)

The growth enablers: (1) demographic transition
Age dependency ratio (%)
CEE*

6.3

PEOG*
VGOP*

PE*

4.3

YVOV*

3.4

3.3

3.3

3.0

VE*

2.7

2.3

YEOQ*

YE*

RFOV*
GROE*

70%

35

Female labor force participation

60%

30

50%

25

40%

20

30%

15

20%

10

10%

Savings (% of GDP)

5

0%

1

2

3

4

5

2003 Deciles of per-capita

6

7

8

2005 family

9

10

0

2010 income

Gross Domestic Saving

Lower fertility and population growth, leading to declining dependency ratio
Higher female labor force participation; higher saving rate

Gross National Saving

FEEV*

FEER*

FEEQ*

FEEF*

CPPV*

FEEE*

CPPR*

CPPQ*

CPPF*

CPVV*

CPPE*

CPVR*

CPVF*

GE*

CPVQ*

RE*

FECE*

5.1

PQOR*

CPVE*

Births per woman

Births per woman
7
6
5
4
3
2
1
0
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Development Track Record (5)

The growth enablers: (2) financial deepening

70

M2-GDP (%)

60

60

50

50

Deposits and Private Sector
Credit to GDP (%)

40

40

30

30
20

20

10

0

0

FY80
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FY84
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FY87
FY88
FY89
FY90
FY91
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FY95
FY96
FY97
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FY04
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FY07
FY08
FY09
FY10
FY11
FY12
FY13

10

FY80 FY83 FY86 FY89 FY92 FY95 FY98 FY01 FY04 FY07 FY10 FY13
Private Sector Credit to GDP Ratio

Deposits to GDP Ratio

Increased financial development has caused higher investment rates and per
capita GDP by enhancing both the level and efficiency of investment

Development Track Record (6)

The growth enablers: (3) increased openness
60

Trade to GDP Ratio

50
40
30
20
10
0

Trade/GDP ratio rose from 16 percent average in 1980s to 50+ percent in 2010
Manifested in emergence of dynamic readymade garments industry
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Development Track Record (7)

The growth enablers: (4) macroeconomic stability
Inflation (Y-o-Y%)

14
12

7

10

6

8

5

6

4

4

Fiscal Deficit (% of GDP)

3

2

2

0

General

Food

Non-food

Source: Bangladesh Bureau of Statistics

Total Public Debt ( % of GDP)
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Foreign Exchange Reserves ( US$ billion)
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Source: Bangladesh Bank

Development Track Record (7)

Bangladesh has done well, but other countries did even better

GDP per capita, PPP (current
internati onal $)
1980
2012

CAGR

GNI per capita, PPP (current
internati onal $)
1980
2012
CAGR

India

425

3870

7.1

430

3820

7.1

Sri Lanka

750

6146

6.8

760

6030

6.7

Indonesia

662

4876

6.4

640

4730

6.5

South Korea

2398

30011

8.2

2360

30180

8.3

Thailand

1075

9660

7.1

1070

9280

7.0

Philippines

1356

4339

3.7

1340

4380

3.8

China

253

9083

11.8

250

9040

11.9

Bangladesh

319

1851

5.6

310

2030

6.0

Source: WDI *CAGR: Comound Annual Growth Rate
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Key Challenges (1)

The WBG goals: critical role of South Asia and Bangladesh
Goal

Indicator

Global Target

End extreme poverty

% of people living with less than
US $1.25 a day

Promote shared
prosperity

Income growth of bobom 40
percent population

3 percent by 2030

In an environmentally, economically, and socially sustainable manner
South Asia has the most poor...
(population below $1.25/day)

... within South Asia, Bangladesh has
the highest poverty incidence, and
second highest number of poor
Bangladesh

SAR 42%

SSA

India
Nepal
Pakistan
Bhutan

MNA
LAC
ECA

Sri Lanka
0

EAP

10

20

30

40

50

Key Challenges (2)

The Poverty Reduction Challenge
Simple projections of past performance suggest that Bangladesh
will fall short of target of eliminating extreme poverty by 2030
Poverty Headcount Rate (percent)

80
70
60
50
40
30
20
10
0
1980

8 -12 percentage points shortfall
16- 23 million additional poor people
.....................................................................................................................
1985

1990

National Poverty Line

1995

2000

2005

2010

PPP$1.25 Poverty Line

2015

2020

2025

}

2030

Global 2030 target
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Reform Agenda (1)

Main finding of the World Bank’s recent growth report
Issues public policy needs to address:
Accelerate growth
Low public and private investment
Narrow export base
Underutilized migration opportunities
Make growth more inclusive
Inadequate productive employment opportunities at home
Low access, quality and efficiency in public services
Sustain growth
Low resistance to climate risks
Urban areas lag in innovation, connectivity and livability
The reform agenda:
More of the same
Maintain macroeconomic stability
Strengthen revenue mobilization
Deepen financial-sector and external trade reforms
Going beyond
Tackle energy and infrastructure deficits
Improve labor skills and the efficiency of land use
Raise quality of economic governance and urban
management
Take proactive measures to adapt to climate change

Reform Agenda (2)

Infrastructure deficiencies are a very serious impediment to growth
2009

2010

2011

2012

2013

Rank/133

Rank/139

Rank/142

Rank/144

Rank/148

Overall Rating

106

107

108

118

110

Quality of overall infrastructure

125

130

129

131

134

Quality of port infrastructure

113

107

113

121

104

Quality of electricity supply

128

134

135

136

133

---

126

127

125

128

Ranking of Bangladesh in
Global Competitiveness
Indicators

Mobile telephone subscription
Source: The Global Competitiveness Report (2008-2014)

• Acceleration of the growth rate will require a substantial increase in the rate of investment from the
present level of 24.4 percent of GDP
• Much of the higher investment will need to be deployed to reduce the infrastructure constraint (primarily
in the power and transport sectors)
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Reform Agenda (3)

The power sector
• Constrained electricity supply: Very low investment in new
generation capacity; old power plants operate well below rated
capacity due to inadequate maintenance; low fuel efficiency.
• Unsustainable short term solutions: ‘Rental’ plants came on-line
rapidly and helped ease supply constraint, but have significantly
increased the average cost of electricity.
• Signiﬁcant ﬁscal burden: Budgetary transfers to the sector rose
from $85m in FY07 to $815m in FY12.
• Distorted market signals: Administered price of natural gas fixed
considerably below that of the international market.

What needs to be done?
Boost base-load supply: Address investor concerns: e.g. through BPDB credit enhancement and financial
independence; over 'me, establish power market/exchange to abract new participants.
Promote efﬁciency: increase efficiency of thermal plants (e.g., repowering aligned with least cost expansion plan);
proper pricing of power and fuels (gas, oil) to encourage efficient use/reduce waste.
Diversify fuel mix: Develop policy for other thermal resources along with a strategy to harness renewable sources
of power; recent power imports from India a welcome development.
Reduce the ﬁscal burden: Market-based pricing of key inputs such as natural gas and petroleum products along
with end-user electricity tariffs that cover efficient production costs.

Reform Agenda (4)

The transport sector
Upgrade and maintain ports, roads, railways and inland
waterways, and integrate networks for safe efficient and
affordable movement of passengers and cargo along trade
corridors
•
•
•

Expand Dhaka Chittagong road and rail links
Build the Padma multipurpose bridge
Raise spendingon road maintenance

Raise performance of Chittagong Port (90% of national traffic
and 97% of container trafﬁc) as it now performs much below
regional and global benchmarks
•
•
•

Simplify clearance processes at border posts
Decongest sea and land ports through inland transit
framework to allow cargo clearance at inland ports
Expand private participation in port management
(e.g., grant terminal operators concessions to construct
and operate new container terminals)
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Reform Agenda (5)

Urban development
Rapid urbanization is adversely impacting economic performance
and general livability of urban settlements
Inadequate and poor quality of urban services, including
transport, water supply and sanitation
• Transform Dhaka into a globally competitive metropolitan
region by establishing a capable metropolitan authority with
access to own revenues; professionalizing urban planning;
introducing mass rapid transit; and protecting and enhancing
social amenities
• Improve urban government in second-tier cities, by
improving planning, revenue mobilization, procurement,
financial management and coordina'on among the various
associated government departments
• Decentralize government by devolving functions and
associated financing (using conditional and unconditional
block grants) to the lowest levels of government able to deliver
effectively and efficiently

Reform Agenda (6)

Economic zones for more and better jobs
The 2010 Economic Zones Act followed international best practice by opening up the development of economic
zones to the private sector
Labor-intensive production that is leaving China and other countries with higher labor costs could come to
Bangladesh, helping to create more than 15m jobs in industries where Bangladesh already
has a comparative advantage
A Task Force in the Prime Ministertis Office is mandated with the implementation of priority actions:
• Identify 40,000 acres for new industrial zones and provide them with key infrastructure
(preferably through PPPs)
• Enhance trade opportunities (e.g., by reducing barriers and expanding trade ﬁnance)
• Promote Bangladesh to foreign investors
• Enforce improved worker health and safety standards
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Reform Agenda (7)

Key governance and public sector challenges
•

Divisive and confrontational politics can create policy uncertainty and impede efforts to
address critical problems requiring long-term engagement

•

Bureaucratic red-tape and widespread rent-seeking impede growth and investment

•

Many Bangladeshi institutions , established when the country was at much lower levels of
income, are not adequate for a country approaching middle-income status
• E.g., many utilities do not operate on a commercial basis
• E.g., there is no integrated ﬁnancial management information system
4.3

Bangladseh’s fluctuating CPIA rating
Economic Management

CPIA, sub-componert rating

4.1
3.9
3.7
3.5

Social Inclusion / Equity
Overall CPIA
Structural
Policies

3.3
3.1

Public Sector
Management
and Institutions

2.9
2.7
2005

2006

2007

2008

2008

2010

2011

2012*

Reform Agenda (8)

Priorities to improve economic governance
Stronger instutions are needed to manage Bangladesh’s larger more complex economy
•

Improved compliance with internationally-accepted rules, standards, and certiﬁcations is needed to integrate
more fully with the world economy, including especially in the RMG industry

•

Key oversight instutions (e.g. judiciary, anti corruption and election commissions) need strengthening

•

Record-keeping (e.g., land records) needs improvement, including through automation

•

ICT should be enhanced to strengthen citizen feedback and hold government ofﬁcials to account, and the
Right-to-Information Act needs purposeful implementation

•

The tax collection system needs to be made simpler, fairer, more efﬁcient, more comprehensive, and more
transparent
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Envisaged World Bank Group support
Consolidating human
development
achievements

Improving
growth and
competitiveness

Addressing climateand environment
related risks

• Health and education:
SWAps leveraging non
Bank ﬁnancing, nutrition

• Energy: sector reform,
generation, transmission
and distribution, esp. in
rural areas
• Transportation: urban
congestion (bus rapid
transit?), DhakaChittagong highway?
Chittagong port?
• Financial sector: stateowned banks, supervision

• Agriculture: salinity,
diversiﬁcation,
commercialization
• Disaster preparedness:
water resource
management, emergency
response

• Social protection: social
safety nets, food
distribution

Governance foundation
• Revenue mobilization and public financial management, at central and local levels
• Public sector reform, including procurement, auditing and oversight
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