Bangladesh Development Forum 2004

Working Session Discussion Notes 

Session 5: Improving the Business Climate

Key Issues

1. Post MFA-Strategy 

2. Investment & Regulatory Climate for Business

3. Privatisation/ SOE Reform

4. Financial Sector

5. Poor Law and Order Situation and Confrontational Politics

	Issue 1 - Post MFA-Strategy

a) The GoB has made a positive step by forming the Post MFA Task Force under the Prime Minister’s Office. We look forward to receiving an update on GoB plans to respond to the post-MFA challenge. It is crucial that quick  implementation measures are formulated; otherwise measures may effectively be too late to have large-scale effects. 

b) The imperative is for GoB to help reduce lead times for the RMG industry through important changes to the business environment – e.g. port improvements, customs reform and shipping regulatory framework. These are equally as important as seeking preferential trade regimes (Canada, EC, Australia). Please see our point a) under issue 2 below for further elaboration.
c)  Bangladesh needs to diversify its export basket. Export diversification should be part of a comprehensive Trade Policy that is linked with co-ordinated programmes to increase the export capacity and promotion.

Issue 2 – Investment & Regulatory Climate for Business

a) a)   We commend the Government on its realisation of the need to boost foreign direct investment into Bangladesh and reduce the costs of doing business. Based on the Investment Climate Assessment and other research, a group of development partners (both bilateral and multilateral) are keen to support a programme with GoB of reforms to the regulatory and business environment that will also boost foreign direct investment into Bangladesh.  Donors are united around the need to support the reduction in the costs of doing business in Bangladesh. Initial discussions have taken place, and Development Partners hope that the GoB at a high level will actively work with them in pursuing this objective. We also concur that reforms in export processing and customs clearance are an important element, and development partners are keen to work with GoB to produce a more linked export and trade policy. We commend the decision to automate the office of the Registrar of Companies as a signal of what needs to increasingly be done to reduce the burden of regulation, and through the new programme are keen to support such initiatives. However in relation to trade, we are concerned about the effects of the abolition of PSI on the costs of doing business for Bangladesh.


	b) b) Development Partners believe that a consolidation, better co-ordination and strengthening of the numerous GoB institutions involved in private sector development is becoming increasingly vital. There is also the need to benchmark performance of various parts of GoB and improve co-ordination of trade, export and industrial policies across GoB. These departments need to streamline their activities and increase efficiency.

c)   The efforts of Government to transfer services or to jointly deliver services with the   private sector have already shown good results. Further efforts to redefine the role of the Government and to create more public-private partnerships are of great importance.

d) We commend the GoB for the formation of a SME Task Force as a positive initiative. We support this work, and suggest that the Task Force finalises its work on defining SMEs.

e) Investors are concerned about the problems of enforcing legal contracts and registering land in Bangladesh – these are areas where important reforms are necessary.


	Issue 3 – Privatisation/ SOE Reform

a) The GoB has made good progress on its SOE closure and restructuring programme (e.g. Adamjee Jute Mills) but we are concerned that the momentum should not be lost, especially in regard to NCB reform. We support the GoB thrust that Government should not be in business, and welcome an update on privatisation/liquidation strategy for SOEs, in terms of targets and progress. There are questions around the efficacy of the Privatisation Commission – what are the GoB plans to deal with its performance?



	Issue 4 – Financial Sector

a) We commend the reforms in strengthening the financial sector and central Bank – we heavily support the continuation of these reforms especially in regard to NCB restructuring and privatisation, and lowering of interest rates and spreads within the financial sector. Lowering commercial interest rates are essential in boosting competitiveness within the economy, increasing access for SMEs vital for increasing the breadth, and adoption of corporate governance standards important in increasing the transparency of the sector. 

b) We support the new committee working on microfinance regulation – and encourage the Government to allow stronger MFIs to turn into rural banks. Development partners are interested in supporting initiatives in relation to research and innovation (esp. microfinance for extreme poor), microenterprises lending, specific capacity building support to the sector, and support to the Government in microfinance regulation.

	Issue 5 – Poor Law and Order Situation and Confrontational Politics

· The detiorating law and order and security situation, coupled with recent escalation in political violence and confrontational politics, are all elements that are negatively impacting on Bangladesh as a trading partner and investment location. Numerous hartals, extortionist practices, kidnappings and growing criminality are sapping the morale of local business people. Corruption and extortion are also increasing the cost of doing business in Bangladesh, in addition to deterring investment (domestic and FDI). 
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