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Ministry of Industries for Trade Facilitation:
Investment Agreement in focus

Md. Aminur Rahman,
Deputy Secretary,
Ministry of Industries

Ministry of Industries deals with industrial development
through national initiatives and with international supports
in the form of investment. It has mandate and responsibility
to work for industrial development with a focus on national
and International trade issues. Since Investment follows
trade aiming at return, the ministry has to relate investment
with trade as well. Besides, the ministry is obliged to
remove technical barriers to trade and ensure compliance of
Intellectual Property issues to make investment protected
for fair business. Investment promotion and protection
agreements done by the ministry is directly related to trade
facilitation.

Investors would like to have better business and Investment
Agreements should support investors for uninterrupted and
protected business. Foreign Direct Investment (FDI) 1is
crucial for infrastructural development and establishment of
Industrial enterprises, particularly heavy industries. FDI
implicates and looks for enabling business environment and
trade facilities in the host state. Ministry of Industries facili-
tates FDI predominantly through the accomplishment of
Investment Promotion and Protection Agreements among
other legally enforceable or nonbinding instruments with
the convergence of will.

By dint of allocation of business, the Ministry of Industries
represents the government of Bangladesh in terms of Indus-
trial development and related issues. It has the responsibil-
ity to undertake non-tariff measures concerning standards
and intellectual property rights to facilitate trade. To do that,
the ministry is supported by legally constituted Bangladesh
Standards and Testing Institution (BSTI), Bangladesh
Accreditation Board (BAB) and Department of Patent
Design and Trademarks (DPDT). The contribution of the
ministry to trade facilitation by removing Technical Trade
barriers with internationally recognized instruments and by
compliance with globally accepted trade obligations is as
significant as the promotion of business and investment
through the creation of enabling environment by compre-
hensive legal instruments (eg. Investment agreements).
Many critics at present, however, refer the accomplishment
of international investment agreements as developed coun-
try agenda since the agreements comprise huge binding
clauses to oblige host states (usually the developing or least
developed countries) to support investors (mostly happens
to be from developed countries). Consequences of these
clauses lead the host countries to experience difficult legal
proceedings in the international courts and arbitral tribu-
nals. Since the awards are binding upon the host states as
per the agreements, the host states fall under the huge
pressure of monetary compensation or compromising the
national interests.

On the other hand, the investors rely on the provisions of

investment -3";,_ ments ""'tﬁfjoy Most Favoured N ations
Treatment and National Treatment, to protect them from

prbbéble discriminate or arbitrary expropriation, to get the

facility for the free flow of transfer of fund in freely
convertible currency in case of expropriation, repatriation
so on so forth. To this end, even the definition of the invest-
ment spelled out in the agreements becomes crucial for the
investors in the cases of future controversy.

To oblige host states with responsibilities in favour of the
investors and for confidence building of them and on the
contrary protecting host states from misinterpretations the
investment agreements support with clear text on some
critical issues like “Fair and Equitable Treatment”,
“National Security Interest”, “MFN and Like circum-
stances in MFN™, “Indirect Expropriation” etc. Imposition
of responsibilities to investors by the agreements affects
investment. Balancing between the privileges and facilities
ensured for the investors and responsibilities assigned to
them and the protection of host states from unexpected
consequences of arbitration is really difficult. In other
words, to find the equilibrium between protection of foreign
investors and investments from certain types of host state
behaviour and maintaining states’ flexibility to adopt meas-
ures in the public interest is crucial. The investment agree-
ments are tools to promote ethical business practices in the
foreign investment regime.

As mentioned before, the ministry is supposed to work with
wide range of works for globally compatible standards, for
compliance with TRIPS obligations in time and strengthen-
ing itself for formulation and accomplishment of compre-
hensive investment agreements towards trade facilitation.
The Ministry of Commerce in Bangladesh deals with the
accomplishment of FTA and redresses relevant behind
border issues. The investment agreements have to be in line
with the policy measures of the Ministry of Commerce.
Challenge remains with the Ministry of Industries to the
accomplishment of instruments (agreements and MoUs) for
mutual cooperation in fast pace and accession to Treaties
for a wider scope of applications. Formulation of regula-
tions and designing of the institutional and physical infra-
structures are still far-reaching. Still, to support trade
promotion, a comprehensive investment promotion and
protection agreement having essential components for trade
facilitation is very essential.

Since the investment agreements are like an umbrella agree-
ment and tenure of effect is perpetual in nature, they have
the impact on other agreements between state and investors
and the impacts may be applicable for the long term. There
are legal effects and consequences of the agreements on
trade resulted in the proceedings of courts or arbitral tribu-
nals or decision of the state concerning National Security
Interest, Environmental Protection Measures, Expropria-
tion, and Restriction on a payment due to Balance of
Payment situation.

Investment agreements relate investment with trade and
facilitate trade by the benefit of the investment. A compre-
hensive investment agreement supported by favourable
business environment promotes investment and thereby
facilitates and promotes trade.
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SMEs in Bangladesh: An overview

Md.Khairul kabir Menon
Deputy Secretary
Ministry of Industries
Introduction:

Small and medium-sized enterprises (SMEs) are businesses
whose personnel numbers fall below certain limits. SMEs
are said to be responsible for driving innovation and compe-
tition in many economic sectors. It creates new jobs, gener-
ating revenues in emerging economy and thereby reduces
unemployment and finally plays an important role for
socio-economic development of the country. However over
half of SMEs do not have access to the capital they need to
grow. Rather than being able to access traditional loans,
they rely on personal funds and loans from friends or fami-
lies, a fact which hinders their growth. Bangladesh is a very
potential and steadily rising economy in South Asia. Its
economy has been growing 6% during last one decade and
has been deemed to exceed 7.01% in this fiscal year. Over
90% of the total businesses in our country are SMEs and
they play a pivotal role for economic growth, poverty
alleviation, employment generation and rapid industrializa-
tion. As per Vision 2021 the contribution of industry and
service sector to GDP will stand at 40 and 45 percent

respectively in place of 28 and 50 percent as at present.
Currently Bangladesh economy is going through a transi-

tional period of transforming from agro based economy into
industrial economy although it is blessed with fertile plain
land, enormous supplies of natural irrigation water and a
large basket of agriculture products. Contribution of Indus-
try and Agriculture in GDP is 21.7% and 30.4% in 1991,
28.5% and 18.6% in 2010 respectively. At the same time
contribution of service sector to GDP raised from 47.9% in
1991 to 53.0% in 2010.

Recently, industry sector rebounded from the sluggish
growth during recession and recorded a robust growth of
8.16 percent (in 2012), up from 6.49 percent of previous
year (2011). Contribution of industrial sector in GDP was
29.55% in 2013-14 (BER, 2015). Massive initiatives taken
by the present government in the overall infrastructure
sectors including the power helped to improve industrial
production.

Definition of SMEs in Bangladesh:

Every country and economic organization has its own
definition of what is considered a small and medium-sized
enterprise. As for example in the United States, there is no
distinct way to identify SMEs, but in the European Union, a
small-sized enterprise is a company with fewer than 50
employees, while a medium-sized enterprise is one with
fewer than 250 employees. The National Industrial Policy
2016 has clearly defined the small and medium enterprises
(SMEs) with two major indicators e.g. replacement cost and
no. of workers. Summary of the definition is as follows:

Category Small Medium Indicators

Maniiachiting 75 Lac - 15 Crore 15 Crore - 50 Crore | Replacement cost
31-120 121 — 300 No. of workers

Service 10 Lac - 2 Crore 2 Crore - 30 Crore Replacement cost
16 — 50 51-120 No. of workers

Role of SMEs in economic growth of Bangladesh:

Accelerating growth and reducing poverty, income inequal-
ity and regional disparity are the overarching goals of the
current development paradigm in Bangladesh. Develop-
ment of small and medium enterprises (SMEs) is consid-
ered as a key element in the development strategy of Bang-
ladesh and for achieving double digit growth in manufactur-
ing, matching development of SME:s is considered critical.
Enhanced micro, small and medium enterprise activities in
the rural and backward regions constitute a key component
of the strategy for rural development. Bangladesh economy
benefits from strong support of its dependable SME sector.
SMEs are the engine growth in Bangladesh. There are about
8 million economic units in Bangladesh (National
Economic Census 2013). About 90 per cent of all industrial
units in Bangladesh are SMEs generating employment
about 31 million people and providing 75 per cent of house-
hold income. Various categories of SMEs in Bangladesh
such as Readymade Garments, Knitwear, Frozen Food and
Shrimp, Tea, Raw Jute, Jute Products, Leather and
Leather Products, Chemical Fertilizer, Ceramic Table-
ware, Naphtha, Furniture, Fruits and Vegetables, Handi-
craft, Light Engineering Products including Bicycle etc.
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contribute 23% of total civilian employment, about 80% of
total industrial labor force, about 70%-80% in nonagricul-
tural sector labor force. Share of SMEs in manufacturing
value addition to GDP varies from 28%— 30%. SMEs
contribution to national export is very significant.

By producing exportable surpluses of commodities together
with fulfilling local demands SMEs are making significant
contribution to the national economy. This sector is a poten-
tial sector in terms of local value additions and creation of
employment opportunities.

SME Development Agencies in Bangladesh:
Various organizations are involved for the developments of
SME:s in Bangladesh among them following are important:

. Bangladesh Small and Cottage Industries Corpora-
tion (BSCIC);

. Small and Medium Enterprise Foundation (SMEF);
. Bangladesh Industrial Technical Assistance Center
(BITAC);,

. National Association of Small and Cottage Indus-

tries in Bangladesh (NASCIB);
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. Bangladesh Council of Scientific and Industrial Research
(BCSIR):

. Business Promotion Council (BPC);

. National Productivity Organization (NPO);

. Export Promotion Bureau (EPB);

. Bangladesh Handloom Board (BHB);

. The Jute Diversification Promotion Centre (JDPC):

. Federation of Bangladesh Chambers of Commerce and
Industry (FBCCI);

. Other business associations and chamber of commerce
and SME based sect-oral trade associations like Dhaka Chamber
of Commerce (DCC). Chittagong Chamber of Commerce (CCI),
Metropolitan Chamber of Commerce and Industries (MCCI),
Bangladesh Agro Processor Association (BAPA), Bangladesh
Garments Accessories Producers & Manufacturers and Exporters
Association (BGAPMEA) etc.. Besides, various non government
organizations are also involved in SME promotion.

Government Initiatives for SME Development:

Vision of the ministry of Industries is to become an industrially
developed middle income country by 2021. To attain this vision in
Industrial Policy 2016 SMEs has been considered as the main
medium of Industrial development. Government has taken various
initiatives for the development of SMEs in Bangladesh which
includes:

i High Priority Sector Identification: Government of
Bangladesh has declared Agriculture and Agro processing sector,
Ready-made garments, ICT, Pharmaceuticals, Leather and Leather
goods, Light Engineering, and Jute & Jute goods as high priority
sectors in Industrial Policy 2016.

2 Refinancing Schemes: Bangladesh Bank, the central
bank of Bangladesh provides refinancing scheme to the commer-
cial banks to disburse SME loan to the entrepreneurs. New
refinancing schemes are being practiced regularly.

3. Institutional Arrangements: Special institutional arrange-
ment has been made to nurture SMEs by establishing SME
foundation, SME and special program departments in Bangladesh
bank, SME section in the ministry of industries.

4. Establishing Industrial Estates, Export Processing Zone
(EPZ), Special Economic Zone: For ensuring SME friendly
infrastructural support in a particular area government is establish-
ing Industrial estates through BSCIC and EPZs through BEPZA.
About 79 industrial estates were developed by BSCIC and 8 EPZs
were developed and regulated by BEPZA throughout the country.
Government has planned to establish 100 Special Economic Zones
throughout the country and a few of them have already estab-
lished.

5. Human Resource Development (HRD) Activities:
Government of Bangladesh took initiatives to create skilled
manpower in different trades through National Skill Development
Council and other various training and development institutions
like SCITIL. BIBM. BIM, VTI, SMEF, BOESL, etc.

6. SME Related Policies: The government of has adopted
many SME friendly policies during last few years. Some of the
SME related policies of the government are as follows:

i The National Industrial Policy-2016:

In the National Industrial Policy 2016 the Government of Bangla-
desh recognizes SMEs as vehicles for enhancing the standard of
life, economic growth and poverty alleviation of the common
people. The Government acknowledged the importance of SME’s
in the economy in this Industrial Policy.

il. SME Policy Strategies:

To promote SMEs a separate SME Policy Strategy has been
introduced in 2005. New SME policy formulation is under
process.

Some Recent Activities in SME Development:

A. Development in SME Financing _;.aﬂ!u;hr

1. Government has created special bulk credit fund-for
SMEs (Small Entrepreneurs Fund) in Bangladesh Bank. Banks
provide low cost fund against financing to SMEs from the fund.
This program has created a noteworthy momentum involving and
encouraging the banks for funding SMEs. In last decade the rate
has increased around 200%.

2 SME Foundation operates a special credit program for
SMEs (Credit Wholesaling Program) that are prioritized by the
government. Micro and Small Entrepreneurs of the SME sectors,
clusters, clientele groups etc. with special focus on rural and less
developed areas and regions are provided low cost and collateral
free loans from the program. Women entrepreneurs are given
special attention in the program. Under the program the targeted
SMEs are financed who are mainly unbanked or under banked.

3. The central bank sets ‘SME loan disbursement target’
every year with separate target for each bank.
4, Banks have opened separate ‘SME Loan Department” in

their head offices with dedicated setup and personnel for SME
financing. This department is assigned to prepare and implement
separate programs for increasing SME financing.

5. Banks have opened different support desks like “SME
Help Desk’, “Women Help Desk™ in their branches aiming to
provide dedicated supports for SME and women clients.

6. SME Foundation in association with Bangladesh Bank
organizes different awareness and promoting programs such as
SME financing fair, SME entrepreneurs-bankers conference, SME
loan match making events etc aiming to increase the SME loans.
7 SME Foundation and Bangladesh Bank implement
different training and capacity building programs for SMEs and
SME bankers.

8. Banks have recently come forward with different
non-financial services for their existing and potential SME clients
like training, consultancy, linkage etc..

B. Other Issues:

I Government has been implementing different SME
development programs and projects with the supports of interna-
tional development partners like EU, ADB, DFID, JICA etc.

2 Government has been providing special tax incentives for
SMEs i.e. for Agro Products, Leather Goods, Furniture and for
other SMEs.

3 Ministry of Women and Child Affairs has been imple-
menting programs for catering women entrepreneurs.p
4, Local Governments institutions in different divisions and

districts have come forward to support SME Foundation in imple-
menting different SME development programs in rural areas.

5 In Industrial Policy-2016 and 7th Five Year Plan, SMEs
has been considered as the highest priority sector.

Conclusion

Though, so many initiatives were taken, till now SMEs are
fighting with few challenges like, inadequate access to finance and
technology. limited resources, shortage of skilled manpower,
absence of international standards testing laboratories, R&D
facilities, product development center, technology incubation
center etc. coordinated efforts among the SME development
agencies of Bangladesh can foster growth of SMEs in Bangladesh.
Co-located industrial parks, restructuring duties on raw materials
and rationalizing duties on finished products and raw materials,
internationalization of enterprises, export orientation, enlargement
of export basket, SMEs friendly laws/rules etc. can be fuel towards
the movement of SMEs development, as well as socio-economic
develop of Bangladesh.

st £ 3¢



(Mg WIEPe] AN | FGA AR @V | (N WA = | 9T A | (N[ N ST
o] A CbIPT] T e w2y Fi@e

wfefae b

B g TwtE AT wrafs Sy | (@ g v e e e
=g | SRR CF@ SErS FACZ S@ATT WS | AEHBT WEH,
fafefs o3fm, wrers s, @G, Wiy feem, fage Seome,
Tm e, fefabm aremm ffosz fAfey vt wrie
TSl | GrelW ofare fETe wawe wferrg ewar o) oI |
8 /o8l faed | feig <rets ([ 1w eifetfaer s ota comem =0y
Ffefeles, Tw waifver fg wre i, s ame M s,
PR S AT (SETHZ ATNT QITONT Sgae, GHANZ A0S
THA ¢ Jifeiey TR o7y Weae T 2@ |

Tl FFr@r IRAAC Y HER S Smre e sl Ffadr e
T AR, 2] QYA T6 ATAGA e oA 2w,
SRS STz oI ST 7%, “ifaraiaama 23fe ¢ Ry
TAMCHE TG BFo2 <A 9 T [Efefire Hgares s
Jace g TEeles A58 | G g IS @ e FABICET DT
AT TATACZ |

foig IS @ AT AP AfSAITaT Wo Al @Rl @ O et
IR oird dfe gowel | @6 Ryfen v st | fgarem ww
TP € CNY Ifats T TR A 7 7T 7 |

. . N ————e S

errer « feig W, g o1, 53 WfSfeT 21/4, B1Fi-3000, B-G&A: shilpabarta.moind@gmail.com, Web : wwwmoind.gov.bd



