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Abstract

Investment is a crucial phenomenon for economiciaddstrial development of a country. The main otje

of this paper is to highlight the present investtmetated laws and regulations in Bangladesh. Aalyasis has
been made to depict different aspects and theiaatspon formulations, promotions, incentives ardllifees
support provided by BOI, BEPZA, BSCIC, Ministry &inance, Bangladesh Bank and National Board of
Revenue to both local and foreign investors. A st@p source of all required information to all putal
domestic and foreign investors regarding investntans, regulations, formalities, facilities and émtives in
Bangladesh needs to be provided in encouragingirthestments at the desired level of the sustainable
development. The results of the study indicate tlatables related to investment in Bangladeshhégély
positive for economic growth and industrial develgmt of the country. Even then, Bangladesh goventimas

to come forward to enhance the entrepreneuriallibifies of investors through providing more libkrad laws,
regulations policies, facilities and incentivesiowestment.

Key words: Laws, regulations, formalities, facilities, indmes, investment, economic growth, industrial
development etc.

1.0 Introduction

Bangladesh is a liberal democratic country wherepfeelive in harmony and peace. It enjoys broadketar
oriented economy and offers the most investor fligmegulatory regime in South Asia. Bangladeshvjates
trainable, enthusiastic, hard working and compedrar force for labor intensive industries. A netcsurvey of
JETRO pointed out that Bangladesh has comparatiesier labor cost than other Asian countries (JETRO
Survey 2013). Bangladesh is one of the top exppdéreadymade garments to USA and Europe ( D&y s
March 23, 2015). Bangladesh is now the"2most attractive investment country in the world ofVel
Bank,2013). The New York Times recently termed Badgsh as “an unlikely corner of Asia” (Mondal-2014
Another report, jointly published by World Bank améC titled “Doing Business in Bangladesh” ranked
Bangladesh in the 1?2position among 185 countries in case of doing ress. The same report has also
highlighted Bangladesh in the 2position in respect of protecting investors, 83thairanging credit , 95 in
started business and 9T case of payment of taxes respectively (WorlchiBa2013). The World Bank
reported that it is easier in leasing and buyingrigate land by foreign investors in Bangladeshmtihadia,
Pakistan and Sri Lanka. Goldman Saches brandedmgid@®lesh is in next 11 lists after the BRICS metid he
market base economy led the Bangladesh to encoymagate sector that provides the main stimuli t® i
economic development.

. The investment of Bangladesh is well protectedalays and practices. The existing rules and reguiatdiffer
from the nature of investment to investment coidgtblby the concerned authorities. Major laws affert
investment are the foreign private investment 4c980; the industrial policies formulated by thevgrnment
from time to time, the Bangladesh Export ProcesZioges Authority Act of 1980, the companies’ ac849In
addition, foreign investors are also required ttofe the regulations of Bangladesh Bank (BB) 20€%&
National Board of Revenue (NBR) ( for taxation angtoms matter), law related to wages and employymen
trade union and industrial disputes, working envinent, labor administration and related matterd, dgisputes
settlement procedures both for domestic and intienma concerns.

This paper has been designed to provide informdtiothe potential investors, entrepreneurs andebiaklers
regarding the different laws and regulations, fdities required, facilities and incentives and sopservices
provided which will attract inflow of investment érencourage domestic entrepreneurs for settinghap t
business ventures. In addition, the paper will trie an aid to policy makers in public and prévat
organizations, researchers, academicians and Isssioenmunity of the country.

2.0 Statement of the Problem

Bangladesh is experiencing a steady growth of GRra 6% (6.5% in 2014-15). A target of 7% growth o
GDP has been established for the period of 2015-48. requires the increase of investment about 83%26%
for achieving this growth rate of GDP. As econormgiowth picks-up, the purchasing power will alsowr
substantially and in a country of more than 150iomipeople where even a small middle class matitore a
significant market. Bangladesh is endowed with alaum supply of natural gas, water, and its soieis fertile.
The Geographical location of the country is ideal global trade with very convenient access torivdgonal
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sea and air route. The government is highly keestitaulate the economy and transform a povertyglgn
economy to NIEs within short time. Government heduced bureaucratic control over private investnagk
opening up many areas. The government has annotimesdyears export, import policies (20012-2098)ich
are consistent with the market economy

Though a conducive investment environment is ptesldn the country, the present status of both daimend
foreign investment in the country is not satisfagtDaily Star, June-2015). The investment in Badgkh is of
different forms like private investment, foreigriyate investment, and investment under BOI, investinunder
BEPZA, FDI and investment under BSCIC. Differentnfie of investments are operated and control by thei
respective laws and regulations.

After the Rana Plaza building collapse in April 30the government amended the labor law in Julhefsame
year and allowing full freedom of association irttaies outside the EPZs. As a result, there af tRfde
unions have been registered from January to JulGh3 due to the amendment to the labor law. The
government moved to amend the EPZ law under presstrom the USA government as the Obama
administration suspended the Generalized Systen®saférences (GSP) status, citing serious shortagsmin
labor rights and working conditions. The US goveenislapped 16 conditions on Bangladesh, including
amendment to the EPZ law to gain back the GSPssta@twis, the cabinet of Bangladesh approved a knaft
protecting EPZs workers’ right to association oly Ju 2014 with a provision that at least 30% af thorkers of

a factory within the EPZs will have to apply fogistration of union. But foreign investors do ncam trade
unionism in EPZs because of potential agitatiodemonstration that will hamper production and osasstrade

in specialized areas. A Japanese investor in CiaR¥that we are worried about protecting our ibhmesits as
the cabinet agreed to amend the EPZs law, whichalNdw unionism in the EPZs. Japanese investaose al
pointed out that we do not want any new unionisiabse we already have a workers’ Welfare Commifibis
committee is enough to protect the interest thekersr (Daily Star, Oct. 10, 2014). Another Koreaweistor in
Dhaka Export Processing Zone said that we are dlreamncerned over compliance issues demanded by
international retailers with rapid changing busseavironment (Daily Star , Oct. 26, 2014).

3.0 Objectivesof the Study
The primary objective of the study is to highlighe present status of various regulations, forimealitequired,
facilities and incentives provided by different laaities involved in stimulating investment in Bdadesh. The
specific objectives of the study are:

l. To point out the different acts, policies and regjohs that governs investment in Bangladesh.

I. To identify common formalities and documents reedifor establishing industrial/ business
venture in Bangladesh.

Il. To depict the formalities and procedures maintaime@8EPZA, BOI, and BSCIC.

V. To know the incentives provided by different agesdor investment in Bangladesh.
V. To evaluate the problems faced by investors inngetihdustries in Bangladesh.
VI. To provide suggestions how to overcome these pnuble

4.0 Methodology

The study is based on mainly both primary and sdaondata. Secondary data have been collected from
publications of BOI, BEPZA, BSCIC, Bangladesh Balyblication of planning commission, national and
international Research Journals, News paper astidiorld Investment Report, and Papers presenteniriyent
scholars in national and international seminarsirarestment. Personal interview and field invedtaga
techniques were adopted in collecting primary datatructure questionnaire was used in collectirighary
data from High official of BEPZA, BOI, and Businelssaders from FBCCI, BGMEA and Chittagong Chamber
of Commerce in order to elucidate problems recaghand their severity. Attempts were made to ust® ujate
data to make the study more viable.

5.0 Analysis
5.1 Legal Framework for Investment
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The Investment in Bangladesh is regulated by for@idvate investment (promotion and protection),A®d80
(Act. No. X1 of 1980). Major laws related to prigahvestment both foreign and local are listed Wwelo

The Foreign Private Investment (Promotion and Rtaie) Act of 1980

The Bangladesh Export Processing Zones Authorityof¢980

The Investment Board Act of 1980

The companies Act of 1994

The Bangladesh Private Export Processing ZonesohityhAct of 1996

The Import and export Policy Order 2012-15

The Industrial Policy 2010

Policy and Strategy for Public-Private Partnergpipp), 2010

Special Economic Zones Act of 2010

In addltlon foreign investors are required to dell the regulations of the Bangladesh Bank and thgoNal
Board of Revenue for taxation and customs matters.

©.°°.\'.®.U".4>9°!\’!—‘

5.2 General Formalitiesand documentsrequired for establishing a new industrial unit in Bangladesh

Trade License from City Corporation.
Tin Certificate from income Tax Office.
Chamber Certificate from Chamber Office.
VAT Certificate from Custom Office.
Bank Solvency Certificate from any Bank.
Govt. Permission from Board of Investment.
Land deed Agreement — of the proposed factory.
IRC = Import Registration Certificate from CCI/ DCOffice.
ERC = Export Registration Certificate CCI/ DCCI {0#.
10. Nationality Certificate from Local Commissioner.
11. Govt. fees as per investment as pay order in fai/80I
12. Lay out Plan of the Factory.
13. Factory License firm Factory Inspectors Office.
14. Fire License from Fire department.
15. P.D.B./Gas connection if required — also from P /G.&s department.
16. In Corporation Certificate in case of Limited Compa
17. Environment Pollution Certificate from EPC. Depagtm
A long procedural formalities and bureaucratic ctaxipes are faced by the entrepreneurs while regpttiew
industrial units. Besides these, there are a lopmfcedures and documents required in getting reiffie
certificates that takes a longtime. Entrepreneuesalne frustrated and disheartened in establishing
ventures/manufacturing units. Moreover, the follogvisupporting documents are required and the faligw
procedures are the needed to maintain & get envieotal clearance certificate
No Objection Certificate from local authority
Project Profile (On business letter head)
Layout plan
Cadestrial /Cadestra Map with Dag & Khotian
Process Flow Diagram (on business letter head)
Registration of BOI (if required)
Rent Agreement (if required)
Initial Environmental Examination (IEE Report) (#quired)
Environmental Management Plan (EMP Report) (If Resgl)
10 Environmental Impact Assessment (EIA Report) (tfuieed)
11. Copy of Treasury Chalan

CeNoOrONE

CeNorONE

5.3 Formalitiesand Investing Proceduresin EPZs

The concept of EPZs was introduced in Bangladesittact foreign investment with special protectidhus,
an attempt has been made to highlight the forrealéind investment procedures of EPZs in below:
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Requisites/Steps

Fees and Rentals ltems

Fees in|USS

a. Project Proposal Form

Application form

45

b. Bank Solvency Certificate Registration Fee

250

¢. Memorandum of Association 6 month Rental (Land)
a) Dhaka, Chittagong, Comilla, Adamjee Karnaphuli
b) Mongla, Ishwardi,, Uttara (Nilphamari)

d. Articles of Association

e. Certificate of Incorporation

2200

1000

f. Joint Venture Agreement

6-month Rental (Fac&umjiding ofr 1500 m.)

a) Dhaka, Chittagong, Comilla, Adamjee Karnaphu#d125
b) Mongla, Ishwardi,, Uttara (Nilphamari)

2500

The following are procedures followed for set uibess at a glance in Bangladesh by BOI

are as follows

Obtain environmental
clearance, infrastructure &
utility facilities on a
priority basis with the
assistance of Utility

Arrival in Bangladesh

'

Complete Immigration ang
custom formalities

v

v

Meet BOI for necessary |
counseling & apply for
registration

\4

A 4

service cell of BOI

Register company with the
Registrar of Joint Stock
companies & Firms

Import Machinery &

Service Center issues Registration

Letter within 7 days on receipt o
fully documented application

Reception by BOI
Welcome Service at Zia

A

SET UP PLANT

Register with the Chief Inspector of
factories & establishments, which
regulates working conditions and

ensures safety measures in the
factory

A

equipment by opening Lette
of Creditor as Equity
Investment

=

Register of the VAT

Secure Trade License from Loca
Government Authority

\4

Release Consignments at the
custom point at a concessionar
rate of import duty

174

Apply in prescribed forms to the
Registration and Incentives Wing
of BOI for foreign borrowing,

technology transfer fees &
expatriate work permit.

Source: BOI
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5.4 Investment Facilitation and Promotion Agenciesin Bangladesh

The Role and importance of private sector investriteaccelerating industrial development of Bangktdwere
significantly identified and outlined and put intee policy framework of the Government in early @98Formal
legislative move was made through enactment oFtireign Private Investment (Promotion and Protegtict.

The following are the key investment promotion &acllitation agencies of Bangladesh.

Communication in Bangladesh

Agency Areasof Concern Investment Type

a. Bangladesh Small & Cottage

Industries Corporation (BSCIC) Small cottage industries Domestic

b. Bangladesh Export Processing

Zones Authority (BEPZA) Exported Oriented Industries located in EPZs  Doim&sEDI

All other industries including promotion of

c. Board of Investment (BOI) Domestic & FDI

the above
d. d. Bangladesh Economic Zones . . . .
Authority (BEZA) Established New industrial Area Domestic & FDI
e. Privatization Commission Privatization of Publict&mprises Domestic
f.  Public Private Partnership (PPP)| Partnership with National & International .
: . Domestic & FDI
Office Investment Community

Small & Medium Enterprises Promotion by

Technical & Financial support Domestic

g. SME Foundation

To facilitate and promote private sector infrastoues, two other GOB owned Companies-Infrastructure

Investment Facilitation Center (IIFC) and infrasture Development Company limited (IDCOL) are segvi

5.5 Incentives provided by Bangladesh Export Processing Zones Authority (BEPZA)

Under the BEPZA Act. 1980, EPZs are provided infragtural facilities, administrative and suppontviees to
the investors along with rewarding incentives. BBRdns 8 EPZs and facilities investment by local &reign
firms to produce goods for exports. Now there a28 #hdustrial units operating in EPZs and investksib
402.58 millions in FY 2013-14, where it was US$ B38miillions in FY 2012-13, which is increased 2B®&in
FY2013-14 than FY 2012-13. It is mandatory to faxmorkers’ welfare committee at every factory iRZs

.The WWC is to form in collaboration with six impant stakeholders viz Bangladesh government ,Id8Vor

Bank , American Federation of Labor Congress ofitidal Organization , US embassy of Dhaka , Iragomal
Labor Organization and BEPZA. The major incentifefmcilities provided by BEPZA are listed value:

Fiscal Incentives Non- Fiscal Incentives Infrastuwe & Facilities
Concessionary Tax for 5 years afterl00% Foreign equity allowed Fully serviced plots
completing initial 10 years
Duty free import of machinery & raw Unrestricted exit policy Ready factory building
materials
Avoidance of Double Taxation based orFull repatriation facilities of dividend and All types of Utilities
DTTs capital at the event of exit
All other incentives as provided by BOI Import ofaw materials allowed on Warehouse and Secured Bonded Area
Documentary Acceptance basis
Intra and Inter-zone export is allowed BusinesspdupServices
Subcontracting within EPZs permitted Administratiservices
Customs Clearance at plant site
Workers Dormitory Enclave
Recreational Amenities
10% Sales to Domestic Tariff Area
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Different support services like telephone, eledlrisupply, port facilities, customs, banking amttrances

facilities, Security and Exchange Commission (SECK F agents, shipping facilities, investors clatedical

centre, school and college services are also pedvid the entrepreneurs by BEPZA and BOI.

5.6 Facilitiesand Incentives provided by BOI

BOI was established to encourage, facilities armnote investment in private sector both local ameifn

under the Investment Board of Act of 1989. It pdms all sort of information required by an investohe

following facilities and incentives are provided BQI to investors and Non-Resident of Bangladeshis

1.

10.

11.

12.

13.

14.

15.

16.

17.

Investments of NRBs treated at par with FDI andgsfacilities similar to those of foreign
investors

NRBs can buy newly issued shares/ debentures daflBaeshi Companies
A quota of 10% has been fixed for NRBs in primaaplic shares

They can maintain foreign currency deposits inNlba-residents Foreign Currency Deposits
(NRFD) account

On fulfillment of certain conditions “Important NeResident Bangladeshi (INRB) is selected.

Tax exemption on royalties, technical know-how fesxeived by any foreign collaborator, firm,
company and expert.

Tax exemption on the interest on foreign loans uedetain conditions.
Avoidance of double taxation in case of foreigneistors on the basis of bilateral agreements.

Exemption of income tax up to 3 years for the fgneiechnicians employed in industries
specified in the relevant schedule of income takrance.

Tax exemption on income of the private sector payegreration company for 15 years from the
date of commercial production.

Facilities for full repatriation of invested capjtprofit & dividend.
6 months multiple entry visa for the prospectivevrigvestors.
Re-investment of repatriable dividend treated as ineestment.

Citizenship by investing a minimum of US$ 5,00,@®y transferring US$ 10,00,000 to any
recognized financial institution (non-repatriable).

Permanent resident ship by investing a minimum $$J5,000 (non-repartiable).

Tax exemption on capital gains from the transfeshafres of public limited companies listed
with a stock exchange.

Special facilities and venture capital support Wwél provided to export-oriented industries under
“Thrust sectors”

5.7 Facilitiesand Incentives provided by BSCIC
BSCIC was established by parliamentary legislatidrich was amended in 1992 to adopt the industatién

and investment policies of the country. It providesnprehensive services to development and exparmgio
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small and cottage industries for economic develogméthe country. The followings are major faods and
incentives provided by BACIC:

1. Identification & selection of entrepreneurs;

2. Entrepreneurship development;

3. Project selection for the entrepreneurs on theshadiis education, professional background, firenc

solvency and past experience;

4. Preparation of project proposals;

5. Project appraisal (Technical, Financial, Econonnid BManagement);

6. Credit arrangement, and supervision of credits

7. Supervision of project implementation;

8. Infrastructure development and allotment of devetbplots to the entrepreneurs.

9. Management and skill development;

10. Design, prototype development and distribution;

11. Research and development;

12. Evolve appropriate production process, adoptionteartsfer;

13. Assist entrepreneurs in quality control and qualitprovement;

14. Prepare marketing study and provide marketing tassie (including exports);

15. Initiate integrated programs through Co-ordinatioth other agencies involved in SCI development;

16. Publication of information materials on SCI;

5.8 Incentives provided by others Government Agencies
Bangladesh Government is to stimulate the econonty teansform a poverty-stricken economy to Newly

Industrialized Economies (NIE) by 2021. Governmieas$ liberalized the industrial and investment pedidn
recently years by reducing regulatory requiremesutsl opening up marry areas. Bangladesh Bank has
introduced globally accepted approaches to valeé §ums. Foreign investors will now get higherumts to

sell their shares. Bangladesh Bank has also addptednore methods like market value approach andnme
approach or discounted cash flow approach. BangtaBank will accept any of three approaches onanage

of three in valuing the shares, depending on thereaf the company. Substantial incentive proghes also
been implemented which is presented below:

Approval Authorities Major Fiscal Incentives Majdon-Fiscal Incentives
Ministry of Finance Tax Holiday Remittance of rayal technical
know-how, technical assistance fee
Bangladesh Bank Accelerated DepreciatiotD0% Foreign Equity allowed
Allowance (ADA) instead of tay
holiday
National Board of Revenue Accelerated Depreciatidimrestricted Exit Policy
Allowance
Concessionary duty on imported-ull repatriation facilities of
machinery dividend and capital at the event jof
exit.
Avoidance of Double Taxation Permanent Residence Permit pn
investing US$ 75,000 angd
Citizenship offer for investing US$
5,00,000
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6.0 Findings
According to the survey of World Economic Forum,adequate infrastructure, corruption inefficient

bureaucracy and continue to haunt entrepreneuBangladesh are major problems for attracting inmest
especially FDI. Recently, Japanese Prime Ministieited Bangladesh and pointed out one of the key
impediments that Bangladesh did not have a “onp s@vice office” to ensure hassle free completdn
necessary formalities for investors to start newitesses. Thus, an attempt has been made to jdéméif
problems relating to investment that are enlisteld\w (Appendix 1):

1. Bureaucratic Red Tapism : 100% respondents seyioepbrted this problem

2. Poor infrastructure facilities: 100% respondentgosesly reported this problem

3. Excessive procedural formalities: 66.67% resporsistatted this problem

4. Political unrest: 100% respondents seriously stdtidproblem

5. Inadequate privatized industrial base: 66.67% nedents reported this problem

6. Corruption: 100% respondents seriously statedpttiblem

7. Uninformed and unpredictable tax structure: 66.6/&%pondents reported this problem
8. Manpower and training issues: 66.67 % respondeetged this problem

9. Absence of strong and stable capital market: 66.68860ondents pointed out this problem
10. Image- problems: 66.67 % respondents stated thislgm

11. Inadequate research and Development facilitie338.respondents viewed this problem
12. Poor credit rating agencies: 33.33 % responderitéqubout this problem

13. High corporate tax: 33.33 % respondents viewedgioblem

14. Lack of coordination in between investment poli@esl implementations: 66-67% respondents stated
this problem

15. Absence of efficient and effective banking systenhhis is stated 33.33% of the respondents

7.0 Recommendations

Foreign investors desire to bring all the promotagencies that deal with foreign investors underuimbrella
of the BOI so that they can start business quigktirout any hassle. They strongly requested the §@n the
authority to grant the major permissions such asitig, import, bond and factory licenses, environtale
clearance, TIN and VAT registrations, certificatifon the safety and tax exemption that are requioedetting
up a business. Thus, a set of recommendationsd®srnade as remedial measures in overcoming thesafd
problems that are faced by investors in Bangladesh:

1. Sustained socio-political stability

2. Development of infrastructure facilities
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3. Development of capital market
4. Increase of efficiency and effectiveness in bankgygtem
5. Development of skilled manpower.

6. Decrease in the corporate and other taxes andndetgion foreign exchange rates through market
mechanism

7. Development of private sector industrial bases

8. Establishment of regional and sub-regional zones

9. Increase the functioning of independent commissamgasnst corruptions
10. Creating of living environment for foreign investor

11. Rebuild the image

12. Continuity of investment policy

13. Improvement of investment climate

14. Removing the bureaucratic complexities

15. Government service will be result oriented

16. Reduction in corruption and hidden costs.

17. Consistent electricity, gas and water supply.

8.0 Conclusion
There are many hinders of attracting investmerforination asymmetry is one of them. Lack of infotima

increases uncertainty that reduces attractiveneg®tentially lucrative investments. This studyeatpted to
give a one stop source of all required informationall potential domestic and foreign investorsareing
investment laws, regulations, formalities, fadgtiand incentives in Bangladesh and thereby engeueael of
investments to the desired level of the countryinMacus was on establishing manufacturing orgaitra in
the country. Attempts are also made to suggest twominimize bureaucratic complexities for expedite
investment in the country. Necessary policy diredigiven in the paper will provide meaningful gutd all the
stakeholders related to establishing ventures ingBalesh. Bangladesh government has to come forteard
enhance the entrepreneurial capabilities of investbrough providing more liberalized laws, regigias
policies, facilities and incentives. The recommeimts given in this paper definitely help to impeov
investment climate in Bangladesh. This, in turnjegia positive message to the both domestic aredgfor
investors about the investment friendly environmgr@vailed in Bangladesh. Concerned authoritiesliad
with investment also get guidelines how to maketiooal improvement and reform in the policies, fegons,

formalities and required activities that will beppartive for attracting more inflow of FDI into tle®untry.
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Appendix #1

Problems of Investment identified by Respondents

SL. | Problemsrecognized by respondents No of respondents % of the

No respondents

1 Bureaucratic Red Tapism 30 100%

2 Poor infrastructure facilities 30 100%

3 Excessive procedural formalities 15 @606

4 Political unrest 30 100%

5 Inadequate privatized industrial base 15 66.67%

6 Corruption 30 100%

7 Uninformed and unpredictable tax structure 15 66.67%

8 Manpower and training issues 15 66.67%

9 Absence of strong and stable capital market 10 33.33%

10 Image- problems 15 66.67%

11 Inadequate research and Development facilities 10 33-33%

12 Poor credit rating agencies 10 33.33%

13 High corporate tax 10 33.33%

14 Lack of coordination in between investment petcand 15 66.67%
implementations

15 Absence of efficient and effective banking syste 10 33.33%

(Field Study)
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