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Highlights: BBX 2022-23

Bangladesh Business Climate Index (BBX) introduces a new innovative business environment
index for Bangladesh, that is unique in providing private investors and government agencies with
timely and detailed data on regulatory and other barriers to doing business. BBX was introduced in
2021 and has been developad for two conseculive years.

BEX i=s tailored to the realities of Bangladesh and is granular in approach. The index is based on
interviews with entrepreneurs, and spans over ten major areas identified in analytical and empirical
literature as key to investor interest, which are: 1) Starting a Business; 2} Access to Land; 3)
Availability of Regulatery Information; 4) Infrastructure; 5) Labour Regulation; 8) Dispute
Resolution; 7) Trade Facilitation; 8) Paying Taxes; 8) Technology Adoption; and 10) Access to
Finance.

As opposed to many global indicators including World Bank's Doing Business thal has now been
discontinued, the BBX is designed to be relevant to the country-specific realities of Bangladesh. As
such, it is very sector and geography specific. As per the suggestions of economists and industry
experts — those sectors are considered that in aggregate contribute to 75 percent of total GDP and
employment in Bangladesh. Consecutively, weighted average has been calculated on the
contribution to GDP and employment by the sectors where 75 percent of welght has been assigned
on contribution to GDP and 25 percent on employment.

From a methodological slandpoint, the BBX uses a time-lested Siratified Mullistage Cluster
Sampling Approach. Survey interviews were conducted with 592 firms, however only those
guestionnaires were accepted that were al least 80 percent compleled. Eventually, 518 survey
interviews were accepted for analyses in BEX 2022-23 report.

The aggregate composite BBX score in 2022 is 61.95 which falls under category of an 'Improving
Business Environment: Progress Made but Significant Efforts Required’. Howevar, the distance to
100 suggesls that more needs to be done for Bangladesh lo become a genuinely attractive
emerging market. Most importantly, reforms to improve port congestion, financial intermediation,
excessive administrative paperwork, legal framework, tax regulations, and institutional governance
will be paramount.

The BEX score in 2022, i.e., 61.95 is only marginally better than the score in 2021 which was 61.01.
This reinforces the fact that no significant reform initiatives were undertaken in the past one year
resulting in insignificant improvement. Although the index has performed relatively better in 2022
in 7 pillars, i.e., Starting a Business, Availability of Regulatory Information, Infrastructure, Labour,
Dispute Resolution, Trade Facilitation and Technology Adoption, the Index’s performance
deteriorated in 3 pillars which are Access to Land, Paying Taxes and Access to Finance.
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Figure 1: Bangladesh Business Climate Index 2022-23 - Performance by Pillar

Bangladesh Composile Scoro 61.85 Impraving Business Environment: Frogress made, howsver, more needs to be done

74.49
T4.40

70.78 72.85 %},

& 66,61 60.60
Ve ©

| & g &

E 35.22
Starting a  Access o Avallabiity  Infrastructure  Labour Dispuie Trade  Paying Taxes Technology accessio
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Sectors such as agriculture and retail where informality and fragmentation are prevalent, have less
conducive experience with regard to starting a business. Thig clearly indicates need for prioritizing
easzing of business eniry regulations in such sectors for faster formalization and supporting
expansion of small business base.

Sectors which are long-established, and well organized at trade body level and have less
fragmentation, such as Pharma and RMG, have better business entry and sectoral entry
regulations than relative newer ones such as agribusiness and construction. This insight
emphasizes on the need lo replicate success of established sectors in helping upcoming ones.

While sectoral licenses and entry requirements are less conducive than general business entry
regulations, fims with alignment to global standards get sectoral license faster as seen in
pharmacseuticals, chemicals and RMG. This emphasizes on the need for strengthening overarching
and sector specific standards in line with global best practices.

Filot reforms have improved the experence of businesses with regard to land, securing Dhaka
division a top place. This is arizsing from the fact that most land reform pilots having Dhaka as the
common district /division. The findings also confirm that as the sarvice sector grows, dominated by
retail businesses, land as a barrier to business becomes a less relevant. This indicates the need
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for land zoning policy for the whole country and beyond the economic zones with regard to
facilitating right balance of business growth and land access requirements.

Access to digitally enabled regulatory transparency vary significantly between central and local
level regulatory service delivery agencies. A 23.63-point difference between the highest and the
lowest performing divisions in access to regulatory information imply that there is a huge disparity
in availability of regulatory information across divisions. This not only reflects a gap in access to
internet across divisions but a dizparity in availability of information regarding rules and regulations
facilitated by the local government such as municipal corporations.

Strength of robust laws and regulations is severely compromised due to non-systematic and non-
inclusive changes in the regulatory framework creating regulatory unpredictability. About 71
percent of respondents mentioned that the government often changed or modified regulations that
affected their businesses.

Slow pace of Economic Zones (EZ) implementation and the land allocation model favoring single
conglomerates for large parcel of land rather than developers impeding the benefits of EZ program.
Although EZs are addressing a critical problem of serviced land availably, Economic Zones
program require faster implementation and adjusting model by emphasizing more on zones for
muitiple tenants rather than zones earmarked for single business conglomerates

Availability of transport logistics services are often neutralized by high cost and in efficiency of
such support factors. A World Bank report suggests that logistics cost comprise between 4.5 to
47 9 parcent of lotal sales. As the economy slowly expands to facilitate more business sectors, the
current transport services are not well suited for sectors in need of specialized logistics systems.
Firms from the construction sector found it challenging to find transportation as the sector requires
a special set of transport services/vehicles to carry their raw materials and products which are
heavy-weightad.

Ability of youth to absorb skills training is high and technology-based training delivery system can
address the limited access tofavailability of formal training faciliies. Majority respondents
mentioned that found it easy to access training materials online across all sectors. This is primarily
due to several iniliatives rolled out by the NSDA to put online information.

Efforts to manage various crisis is expediling shifts to more efficient options for dispute resolution.
Majority of the respondents mentioned that the lockdown in 2021 resulted in a larger backlog of
cases pending trail and hence many firms this vear resorted to out of court settlements, and it saved
time and money and was relatively more effective than resolving cases in court.
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Regulatory predatory behavior is more prevalent in nascent sectors and in sectors that are less
organized. The index results for paying taxes show that tax environment is less conducive in
emerging sectors such as electronics and light engineering, real estate, consfruction, and transport,
storage and communication.

Technology adoption is slowly but gradually gaining pace and it |2 faster in sectors with greater
global integration. More than half of the respondents mentioned that they invested in a new
technolegy equipment, software, or digital solution for their business functions in the past 24
months. Majority of firms in Financial Intermediaries and RMG have invested in a technology
equipmeant or solution, whereas a handful of firms in Textile, Agriculture & Forestry and Electronic
and Light Engineering have invested in the same, implying lower adoption of technology in these
sectors.

With regard to sectoral business environment, the Index results put Construction as the one with
most conducive environment followed by Leather and Tannery and Food and Beverage sectors.
Textiles followed by Pharmaceuticals and Chemical on the other hand point to most difficult
business climate owing to factors such as difficully in accessing finance, low lechnology
upgradation, and trade facilitation measures.

The Access to Finance scoring the lovwest in BEX 2022 is also corroborated by its standing among
sectors whera 11 out of 12 sectors covered suggested that the issues is one of the top three
constraints for their respective sectors. Impact of interest capping has been adverse on small
businasses.

The BBX 2022 demonstrates that most indicators have a mixed performance, with scores varying
between 35.22 and 74.49 out of 100. There is significant dispersion between the best performer
{Infrastructure-owing to improvements bridges and roads} and the lagging indicators
(Paying Taxes, Access to Land and Access to Finance!. With the exception of Access to Finance, none
of the indicators is very high or very low, providing evidence both of Bangladesh's successful
development path but also of the obstacles facing businesses.

There were no regional patterns; different geographic areas were better in different dimensions of
the BBX. Surprisingly, across many areas, Dhaka and Chattogram do not emerge as the best
places to do business, particularly Starting a Business and Trade Facilitation, suggesting that the
urbanization process in Bangladesh has resulted in a better business climate for many firms outside
the two major metropolises,

Challenges varied by sectors, for instance, Food and Beverage sector found trade challenging;
For Wholesale and Retall and Transport, Storage and Communication, the challenge was Paying
Taxes; For Textiles it was Technology Adoption; for Electronics & Light Engineering and RMG, it
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Table 1:

was Access lo Land. Land appears a major constraint to the RMG seclor given the importance of
large factories in this labor-intensive industry, and their need to locate in clusters in Gazipur,
Marayanganj and Chattogram, where land comes at premium prices.

Top Three Constraints Faced by Business per Pillar Areas in 2022

Startings  Accessto of ~ Labour Teade Tawes  Technology
Businass Land  Reguimiory TURTUEIRE gosulation ﬁuﬂrﬂm Paciftation Faying Financs
i b
Too many formal High Lach of skilled Mo formal Custoin Tima Lagk ol Fra—
agencles  paumant 1-:::::: logistics Fliour medistion  clearances  consuuning  demestically mdhm
Invalved required caberrdar costs mechanksm tirie- compliancs availabie
consuming technology  FIEECS
saluticns eophen
Obtaining  Lengthy Lach of Training giow gourt  Too many High- Manual Rate
sechoral  lend transfer  Unavailability  slectricity centars proceedings  #URNCies  corporato tax  Supply capping
Tioenees of regulatory dus o sub-par imwnlved Chain fed to
infonnetion  joadshedding Mamagamant oradit
rathening
Weak invohement Webslea and Difficulty In  Mismatch Na High para- Low Tax Lack of Tl
ceordination of guidslines  dealing with  hetwesn dadicated tariffs wducation use of documantary
Between  [nfermediades aremot  government  aducation  gominercial and waak Digital requireinent
apenclas always up to  agancies and =kilis eour laxpayer Paymant
date nasdod | FRTYICES Platfiorms
@ The survey found that Electronics and Light Engineering sector found it most difficult to obtain land

or register property compared to wholesale and retail trade sector. Although the government
has introduced Digital Land Management System (DLMS) by which the land area of Bangladesh
can be managed digitally with the help of modem technology, problems persisl, For instance,
despite scanned copies of 18,500 map-sheets being indexed into the system, the prevalent system
is still operational and yel to be abolished. Other challenges include laking on average 63 days to
get land title transfers recorded in land records office in Bangladesh.

Regarding Access to Finance, most of the small and medium enterprises have mentioned that
access to finance became more challenging after the 6-9 percent interest rate band was introduced.
Some of the supply side constraints included market imperfections, lack of credit appraisal policies,
lack of strong credit registry, while demand side constraints included the lack of financial
capabilities and lack of documentation, and lack of credil rating from formal sources. According to
MSIMMEs, these challenges got aggravated after the 6-9 percent interest rate band as many banks
would require the same type of credit appraisals, documentary and collateral requirements from
MSMEs as they did fram large firms.
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Messages

Pillar Scors
2022 g

2021 R
oy s [ 6891 |

An imvestor fypicaly must navigats 23 govemment agencies to obiain
150 reguistory senvices thal ane required for stading and operaling &
business In Bangladesh,

= Pillart:
W ¢ Starting a Business

Fimres In Pharmaceuticals and Charmicals and RMG found It relalvely
easierinsian a business in Bangladesh companed to finns in Agriculhure,
Forestry, Wholesale and Redall trade. The survey reflects that firns in
Fajshahii found it eesiest o start & business while frms in Khulna found
it mio=t chaflenging.

The respondaris mentioned that the biggest requlatory challenge facing
tham while saring a business In Bangladeth was io obtaln secioral
licenses as the sectoral recuiaions make the process cumbersome and
fime-consuming, Aboul 70 percent of  medum and Bge firms
mentioned that they are requisd o visit more then five diferent
govemment agendes o oblain approvals for slaiting a business In
Bangladesh mplying a considerable negulatory bunden on businesses.

Score In Starting a Business pllar has Increased 1o TOFE In 2022 from
B201 I 2021, The surey interiews revealed ®at beceuse of the
COVID-13 pandemic, many govemment agencies were wiling ioaccept
docurnenis digitathy iy ermal which busineszes previoushy were regured
b submit by bared. This recuced fime and costs.

Pillar 3: Pillar Scorm

0 Availability of Regutatory 2022
Information 2021

HKay Findings

More than 95 percent of the respondents mentoned that they
were aware of all the numerous registrations and renewals for
setting up and opersting their businesses In Bangladesh.
However, it was difficult for them to find information online
regarding all the rules and regulstions thet govemed their
businesses.

Iymensingh scored the highsst in thiz plilar while Rangpur
scorad the lowest. A 23.63-point difference between the
highest and the lowest performing divisions imply that there is
a huge disparity in availability of regutatory information across
divisions.

71 percent of respondents menlioned that the governmenl often
changed or madified regulaticns that affecied their businasses.
This challenge was most proncunced by BMG sector relativa o
other sectors. Respondents from Agricufture and forestry and
Canstruction faced a refatively better requiatary prediciability in
their businesses compared to other seciors,

The survey reflects that score has risen to 72.85 In 2022 fram
58,83 [n 2021, The pandamic induced several social madla and
wel based  business pages and groups (o amemga containing
required reguistory  information. This Increased online
intersction between firms and facilitated information sharing
betyean them.

Pillar 2: Filfsr Ecore
Access to Land 2022 xR
2021
R [ 58.90

4bout BS percent of respondents mentioned that  they
axperentad bottlenecks in dealing with government agencies
white pracuring land In Bangladesh,

Dhaka, Mymensingh and Rajshahl performed rekatively better
in this piflar than Khuina, Rangpur and Chattogram. [t was found
that electronics and Hghl enginesrng sector found it most
difficult to obtain land or register proparty.

Respondents mentioned vedfying accurate ownership  of
property, delay in mutation of land/property are two of the the
biggest botileneck while procuring fand 0 Bangladesh.

The survey reflects that score in Access fo Land piller has fellen
e §3.07 In 2022 frorm 58.90 in 2021, Many respandents have
said they wers required to get several bank drafis since land
transactions had to be done through bank drafis which was ime
consuming. Mareaver, land wes fransacted at high amount
implying that banks draft fees were also proporfionality high.

Key Flndings

Infrastructure 2022

Lpcess fo Infrastructure is the best performing pilflar on the
Bangladesh Business Clmate Index 2022, More than 30
percent of the rezpondents mentioned that it was moderataly
eazy 1o recelve utility services In the calegories of water,
electricity and sewerage.,

Cwer-280 percent of the respondents said finding availability of
transpart and logistics services were relatively aasy, bul cast of
logistices services were excessively high. Firms from the
construction sector found it challenging to find transportation as
the sector requires a special sef of transport services/vehicles
to camy their raw materals and products which are heavy-
welghted.

More than 90 percent of the respondents mentioned that their
businesses ware affected by the recent powear outages. Firms
said power outages lasted anywhere betwean two to nine hours
a day.

The survey reflects that score has risen o 74.49 in 2022 from
7202 in 2021. Respondents have mentioned that recent
infrastructure developments in road connectivity such as tha
Padma Bridge has made transportation easler around specific
rawtes, reduced fime and cost of ransportation,
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Pillar 5: PN Gnoio
Labour Regulation 2022
2021

Firms in Pharmeceuticals and Chemicals, and Construction
found it relatively pasier to comply with [abour regulations than
firma In Textls and Transpartation, Storage & Comminicaton
Sectors.

Key Findings

83 percant firme In Phamaceuticals and Chemicals Indicated it
was easy o comply with fabour requlations while 50 percent of
firms in Trenspert and Storage said the same, implyimg this
sacior found it relatively challenging to comply with the cumant
tabour regulations,

More than 70 percent of respondents said they found it difficult
to find skilled labour for their firms. Current curdculum and
fraining modules In training centers are not aligned with market
needs due o continuous upgradation of technology and
‘producthvity.

The survey reflects that score has risen to 74,40 in 2022 from
B6.35 in 2021, Alihough there & & leck of treining centers,
respondents menticned that found | easy to access Iraining
materials online a2cross all sectors. This ks primardly due 1o
savaral initiatives rolled out by the NSDA. Mosttralning and up-
skiling materials are found online for free, especially in
YouTube which are shared with supervisors and workers.

Piflar Geors

-

[]‘_::‘ Piflar T:

Trade Facilitation

=¥
2021 LRk
Key Findings -

Trada Faciitatfon 15 a plilar where several batflenecics stil esdat,
and significent efforts are required for irade : facilitation in
Bangladesh. Traders mentioned that & key impediment is high
dwell ime at Chattcgram part,

Time for 2 shipment to be cleared at Chatiogram partis 4 days
far exports and 11 days for imports. The survey reflectsd that it
Iz slighily easfer to oblaln clearance for exporls than Imports
and that the time and cost incurred to obtain clearances for
expori is less than the time and cost required obiaining import
cle@rances,

Chatiogram port ranked 34 st out of 370 ports in Workd Bank's
Container Porl Petforming Indei. Lack of efficlency and
mechanization at the Chatlogram port resulls In delays, for
example, averags ship turmaround time al Chattogram port is
a.23 days whereas it i 0.86 days In Colombo port. Higher trade
time and cosis resulls inincreased lead tme for exporters and
reduces the global compstifiveness of Bangladeshi products
and sarvices.

Time and cosl of rade has reduced over 2 span of two years;
For exporiers, cost of barder and documentary compllance cost
has reduced from USS 633 to U3F 300, For imporers, it
reduced from USH 1270 fo USEH 230, For exporiers, time for
border and decumentary complience reduced to 38 hours from
315 hours. Fer imporers, [ reduced 1o 96 hours from 360 haurs.
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Pillar &: Pililar Scom

Dispute Resolution 2022 m

2oz

The respondenis shared that dispute related o land and
property were the most cumbersome and tekes the maxinmum
timz to resolve, Despite having confidence in the current judicial
system of Bangladesh to uphold their propery righis and
contracts, 41 parcent of razpendents meptienad they have ot
witnassed any reduction In time for resolving commercial
disputes in Bangiadesh in the past two years. Currently,
Bangladesh does not have a court that is dedicated solely to
hearing commercisd cases.

s

Key Findings

85 percent of the respondenis said that there is an effective oul
of caurt cammercial dispute resolutlon mechanism In place far
businesses to usein Bangiadesh.

Tha survey refiects that score has increased to 64.24 in 2022
Tram 57.48 In 2021, Majority of (he respondents mentionad that
the lockdown In 2021 resuited In & larger backlog of cases
pending frall and hence many firms this year resorzd to out of
court sefilenents, and i@ saved fime and money and was
relativaly more  affective  than fesobing cases In courl
Respondants suggested dedicating a court for commercial
disputes and capacity bullding In hardling commercial cases
would large help in dispute resclution space,

Billar 3 Pillar Scom
Paying Taxes 2022 QELEEL]
201
Key Findings

Over 60 percent of respondenis mentiomed that fhey found
slgnificant battlerecks In filing and paying both Incame f5x and
VAT In Bangladash. 76 percent of tha respaondents mentionesd
ihat they sxperenced an adverse Impact on thelr businesses
due o the current tax environment in the country.

The advarsa Impact of the currant tax anvirconment was most
pronounced for firms In Electronics and Light Engineenng, Real
Estate, Construction, and Transpor, Sioege  and
Communication, These Indusiries have aslso mentionsd that
they had to make mone frequent informal payments to comply
with tax regulations than firms In other sectors.

Majorily of the respondents mentionec that they faurd payimg
taxes Increasingly difficult over the years due o cumbersome filing
process. Respondents mentioned making informal peymenis
were prevalent and the challenge needs o be addressed,

Reganding texation in Bangladesh, key botieneds nclude high and
multiple prevalent VAT mies, high degree of povernment revenie
dependency on oustoms duly and advance lax. Alhough the
povemment has launched infiaties: to sreamiine and modesmize it t2m
Infrastructures and tax poliices, there |5 sl signiicant room for
improvement



B =2 riars: Pl Reves

S27 rechnolony 2022 [T
Adoption .

Kay Findings 2021

Mare than haif of the respondents mentioned that they invested
in a new =chnology equipment, softwars, o digital solution for
thelr business functions in the past 24 months. Majoriky of firms
in Financlal Intermedlaries and RMG have Invested n a
technoiogy equipment or solution, whereas a handful of firns in
Textile, Agriculiure & Foresiry and Electronic and Light
Engineering have invested in the same, implying lower adoption
of technology in these sectors.

Many firms in RMG and financisl sector have feporied using
advancad technological spdutions such as Entarprise Resourca
Solutions (ERPs) for digitally managing |Inventory, fimal
products, human resources and generating cost and revenue
patterns — reflecting a high degree-of technology adoption i
these sectars,

Many firms have reported to have increased their online
presence in the |ast one year through social media platforms
which was Iriggered especially by pandemic lockdowns,
Sevaral firms have mentionad that they have expetenced
better guality and higher- speed Intemet this year comparad (o
iest year which hes enabled them o better uiilize social media
sites and e-commerce plabforms to sell their products and
SETVIOEE,

Pillar 10 Pillar Scors
Access to Finance 20232
2021
Key Findings

Acoess fo Finance iz the least well-performing pillar on
Bangladesh Business Climate Index 2022, About 87 percent of
the mspondenis menticned that they fownd signiticant
challenges in accessing bank loans in Bangladesh. Though the
survey revealed that [ was relatively sasier to recelve loans
from Hon-Banking Lending Instiutions, firms stil facec
significant  bottleneciss In terms  of credit  appraisal,
documentary, and: coflatersl requiremenis. These challenges
Wers mofe exacerbated for micro, amall and medium
enterprises.

With regard o the 6-8 percent interes! rate band inftiated In 2020, its
affects ware feft In the past year as business operations
fesumed In a full-ladged manner post COVID-19. According to
World Bank report, access to formal finance by MSMESs i
limnited compared to the average for the South Astan region with
a eslimsted financing gap of US% 2.B billion (World Bank, 2018).
Some of fhe supply side constraints inciuded markst
Imperfections, lack of credit appraisal poficles, lack of strong
credit registry, while demand side constraints Included the lack
of financial capahdities and lack of documentation, and fack of
credit rafting from formal sources. According fo MSMES, fhese
chalfenges gof aggravated after the §-8 percent inlersst rate
band as many banks would require the same Lype of credit
appraisals,  documentary, and collateral requiremenis from
MSMEs az lange firms,

Tahle 2: How Do the Pillars Fare for Different Sectors

Mame of Pillars

Starting @ Business

Accass to Land

@, Availability of Regulatory
Information
@' Infrastructure
E Labour Regulation
5%
& !g?p Dispute Resoclution

Ao B

Trade Facilitation

Paying Taxes

Technology Adoption

Access to Finance

Most Conducive in

Pharmaceutical & chemicats

Wholesale & Refgil Trade

Agriculture & foresiry

Pharmaceutical & chemicals

Pharmaceutical & chemicats

Leather & tannery

Real estate, renting & business

Pharmaceutizal & shamicals

Transpart, sterage & communication

Canstruction

Most Difficult in
Whiotesala & retail rade

Electronics & hight enginearing

Readymade garments

Transport, storage & communication

Transpor, storage & communlcation

Phamaceutical & chemicals

Tendile
Leather & tannery
Textla

Pharmzsceutical & chemicals
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Table 3: Implications of Index Scores for Dhaka and Chattogram as Primary Growth Centers

Dhaka's Position Chittageng's Position

in
022

Mamea of Pillars 2021 Change 2022 - 2021 Change Top Perfonner
"‘n"‘ Starting a Business ] 3 ’ & 4 ' Rajshahi
R Access bo Land 1 3 ‘t 4 4 — Dhaks
0 Availability of Reguiatory Information T Lo .' & 1 ‘ Mymenzingh
% Infrastructure 7 5 " 4 1 ‘ Rangpur
§
ﬁ Labour Regulation 1 4 ' 5 2 ‘ Dhaka
?‘ Rispute Resolution [ 4 ,‘ 5 3 ‘ Sylhet
2%
ﬁ Trade Facilitation B 4 ,., 4 1 ', Sylhet
% Paying Taxes 1 8 ‘t Z 7 ‘t Dhaka
ﬁ Technalogy Adapfion 4 ¢ m 1 ,', Sylhat
A Access to Einance 8 7 ‘ 3 6 t Sylhet

Business Environment Score: Where Do Sectors Stand (Sectors' Perception)

rCnnsh*uctinnq\ £ Leather & e Food and LY RMG \" i Transport, b rEientmnins;'
Tannery Beverage Storage & Light
Comimunication Engineering
- =
| = g >,

Plllar Scora Pillar Score Plllar Scora Pillar Scora Plllar Score Pillar Scora
66.02 65.33 m 62.31 61.93 60.93
k-; N, RS A A S v
4 Financial N Real Esi.rstle.-\H rWhoiesaie &-\' . ﬁgrlm.ll‘ture\ ";harrna.:uuﬂcal-;‘ ( Textile !

Intermediaries Renting & Retail Trade and Forestry & Chemicals
Business
¢ iy - =,
B & | B 2
Pillar Score Plllar Score Pillar Score Pillar Seore Plllar Score Pillar Score
g Ll S R 7 G b

* Construction and Real Estate, Renting & Business are separate sectors as reflected in BBS. Details in chapter 3.
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Table 4: Top and Bottom 3 Pillars across Sectors

Name of Sector

Food and Beverage

RMG

Wholesale and Retail Trade

Textile

Transport, Storage & Communication

Financial Intermediaries

Electranics & Light Engineering

Real Estate, Renling and Business
Activities

Agricutture and Forestry

Leather & Tannery

Construction

Pharmaceuticals and Chemicals

Bottom 3 Pillar

Top 3 Pillar Areas
P Areas
Infrastructure Technology Adoption
Starting a Business Trade Facilitation
Labour Regulation Access to Finance
Starting a Business Access o Land
Infrastructure Trade Facllitation
Labour Regulation Aocess to Finance
Labour Regulation Trade Fadilitation
Infrastructire Paying Taxes

Axailability of Regulatory Information

Access to Finance

Awailzbility of Regulzatory Information Technology Adoption
Infrastructure Apcess to Finance
Labour Regulation Access to Land
Technology Adoption Faying Taxes
Availability of Regulstory Information Access to Finance
Slarting a Business Access to Land
Labour Regulation Technology Adoplion
 Infrastructure _ Access to Land
Avallability of Regulstory Information Access to Finance
Infrastructure Paying Taxes
Avallabllity of Regulatory Information Access to Land
Labaour Regulation Access to Finance
Trade Facilitation Paying Taxes
_Infrastructure Access to Finance
Starting a Business Access 1o Land
Infrastructure Dispute Resolution
Awailabllity of Regulatory Information Aocess to Finance
Labour Regulation Access to Land
Dispute Resolution Access to Land
Availabllity of Regulatory Informatian Access to Finance
Labour Regulation Paying Taxes
Labour Regulation Access to Finance
Infrastructure Trade Facilitation
Avallability of Regulatory Information Faying Taxes
Labour Regulation Access to Finanoe
Infrastructure Access to Land
Starting & Business Trade Facilitation
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Chapter 1: Introduction

1.1 Solid Growth Opportunities from Population Dividend, Exports, and
Remittances Pave the Foundation for High Income Aspirations

Bangladesh's growth story has been remarkable and one that has been driven by strong agriculture
performance, ready-made garment (RMG) exporis, remiftances, and stable macroeconomic
conditions for a long period. Since FY2000, the country has averaged consistent growth of 6 percent
showing Bangladesh's tremendous economic strength, Over the vyears, Bangladesh has become an
imporiant player in the global textile and ready-made garments value chain. Records of Bangladesh's
exports show an annual average growth of about 10.25 percent since FY2001'. Remittances have doubled
between FY2010 and FY2021 from US$ 11 billion to US$ 22.1 billion, strengthening domestic consumption,
Fobust macroeconomic management, exceptional achievements in poverty reduction and sustained
human developments are some of the tools thal have helped Bangladesh attain the United Nalions
Committee for Development Policy recommendation for graduating into a ‘developing country’ in 2026,

Table 5: Macroeconomic Snapshot of Bangladesh

Export Growth RMG Ramitlance  Growth of
Per Gapite GDP Growth | Exports as of Export | Export {Billion Remittance
FY GDP (US$)  Rate (in %) (in percent (in (Billion Uss) in percent
Billion of GDP poreant) UsE)
uss) ()
1980 306.3 5.60 1.87 5.90 103.09 0.62 0.75 160.00
2000 4181 5.30 570 12,300 189.34 4.35 1.95 150.00
2010 781.2 5.60 16.23 16.00 184.74 1245 " 454,110
2020 2334 3.40 3367 1040 107.45 27.84 21.75 57.73
202 2462 6.50 38.79 10,70 15.09 3146 22.07 147
2023 2,723 (P) 725 52.08 1250 34,40 42.61 14.92 (Up 3340
) to August)

Source: BMET, BBS, World Bank, EFPB, Bangladesh Bank, Ministry of Finance

Building on this impressive record, Bangladesh has laid out its grand vision to become an Upper
Middle-Income Country by 2031 and Developed Country by 2041. The country’s strong domestic
market will be a key factor in realizing Bangladesh's growth aspirations. Both IMF and the Standard
Chartered Bank projections indicate that the ecanomy is poised to reach US$ 500 Billion by year 2025.
According to Beston Consulting Group's (BCG) Report in 2015, 34 million people will be in the Middle and
Affluent Class (MAC)2. The report further states that that each year for the next decade, the annual income
of around 2 miilllion additional Bangladeshis will reach US$ 5,000 or more. This reflects that this segment of
the population will be earning enough to afford goods that offer convenience and luxury, such as air
conditioners, televisions, fridges, washing machines, imported shampoos, and cosmetics. With the help of
a strong manufacturing sector, international remittances and government's strong commitment to social

1 Export performance of Bangladesh during the pandemic: Impact of export concentration, The Financial Express,
2022,
? Boston Consulting Group's (BCG), 2015.
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developmant, experts estimale that another 30 million to 40 million people will make the leap from poverly
and enter the bracket of the middle-class category by 2025.

Strong performance of exports, coupled with robust inflow of foreign remittances have supported
poverty in declining from 49 percent in 2000 to 20.5 percent in 2019°. Bangladesh's exports have
galloped from US$ 16.2 billion in FY2010 to US$ 52.1 billion in FY2022. This has been mirrored with the
increase in per capita GDP of US$418.1 in 2000 to US$2234 in 2020, Exports started modestly with 5.50
percent of GDP in 1580 which slowly climbed to 12,30 percent in 2000 while recording 10.40 percent in
pandemic riddled 2020 with a recovery to 10.70 percent in 2021 and 12.50 percent in August 2022. All the
while RMG exports have increased as it accounts for the lion's share of Bangladesh's export basket. The
same can be said regarding remittance which was 301.33 million US$ in 1980 climbing up to US$ 1.95
billion in 2000 and recording US$ 21.7 billion in 2020 which shows the strength of the Bangladesh economy
against an adversity such as the Covid-19 pandemict.

Bangladesh's stellar growth is also attributed to strong performance by the manufacturing sector
and steady output by the agricultural sector which helped in keeping food prices steady. Table 2
illustrates the role of the private sector through the ascension of the country’s manufacturing sector, Industry
output has doubled between FY 2016 and FY2022. Similarly, manufaciuring output has doubled during the
same pariod. On the other hand, agricultural output has increased by one and a hall times during tha same
period. Although industry and manufacturing sectors reflect double digit growth rates, agriculture output
growth has remained in single digit in the same period. This depicts that Bangladesh economy is moving
away Trom agriculture and lowards manufaciuring focused economy being led by the couniry's apparel
exports.

Table &: Growth Rates of Manufacturing Sector, Agriculture, and Service Sector

Industry Industry Manufacturing Manufacturing  Agriculture  Agriculturse Service Service
(Billlon  OQutput  [Billion USS) Output (Billion Output Sector Sactor
uss)  Growth Growth in Uss) Growthin | Export{USS Growthin
percentage percentage Billion] Percentage
FioFl 5166 58.89 38.01 3.65
pl N 102.81 11.96 6687 13.56 40.12 5.26 4559 25.52
il 11538 11.65 74.49 10.45 42,06 5 649 41.56
2020 eI 7.83 77.03 4.05 44 87 7.14 6.08 -6.33
eS8 13373 1210 88.35 14.25 48,42 657 6.61 867
Rl 158.34 13.67 102.51 17.05 51.43 6.25 E.BD (Actual) 34.49

{P)

Source: Bangladesh Bureau of Stalistics

Bangladesh has achieved rapid improvements on many social development indicators, including
infant and child mortality rates and educational gender disparity. Bangladesh has performed
remarkably well in reducing the infant mortality rate, increasing and enroliment of primary students and
primarily the enrolment of female students. Bangladesh has also come significantly well In increasing
financial inclusion through mobile financial services deepening. This has led to 1/5% of women above 15
owning mobile money account®. However, a lot still needs to be done to compete with the GNI of South

3 Asian Development Bank.
4 Export Promotion Bureau, Bangladesh,
S\World Bank, 2021,
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East Asian comparalors in order to significanlly increase the living standards of the population of the
country.

Table 7: Bangladesh's Performance In Select Indicators With Comparators

Indicators Bangladesh India Thailand Vietnam

Average GDP growth rate (%) (2017-21)
Human Development Index (HDI) (Value)
Life expectancy (years)

Expected years of schooling (years)
Mean Years of schooling

Proportion of seats held by women In
natlonal parliaments (%)

Fertility rate, total (births per woman)
School enrolment, primary (% nat)

School enralment, secondary, female (%
gross)

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

Ginl index
Mobile money account, female (% age 15+)

Gross national income (GNI) per capita
(2017 PPP §)

Source: UNDP & World Bank.

Figure 2: RMG export growth across the years

RMG Export & RMG Export Growth
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SOURCE: EPB

Bangladesh’s commendable performance of the past decades will require significant boost as the
next phase of growth will require the country to secure some ambitious development targets.

The country's 8" FYP aims to accelerate economic development and align it with its ambitions through
targets such as (1) increase in gross investment from 31.8 percent to 36.6 percent of GDP. (i) increase In
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privale investmenl from 23 percent lo 27 percent of GDP, (i) increase in FDI from .5 percent of GDP lo 3
percent of GOP and (iv) increase in exports from US$ 33.6 billion in 2020 to US$ 56 billion by 2025.
However, Bangladesh's private investment as a proportion of GDP has been hovering around 22-24 percent
for the last decade. Moreover, FDI as a percentage of GDP in FY2022 has been 1.01 percent. Achieving
the country’s desired targets will require Bangladesh to enter a more coordinated phase of policy agenda
and necessary reforms to sustain and increase its recent growth frajectory and improve overall
competitiveness,

Table 8;: Development Performance in FY21 and FY22 and targets for FY25 as reflected in the 8%
Five Year Plan

Indicator FY21 (Achieved) | FY22 (Achleved) FY25 (Target)

Grass lnvastment as W of GDP
Private Invesiment &s % of GDP

FDl az % of GOP

Expoits (in billlon US$)

Source: 8" Five Year Plan, General Economics Division, Bangladesh Planning Commission, GCB, MTMPS, Finance
Division, Ministry of Finance

1.2 Private Investment will be Critical in Securing the Next Phase of Growth but
Emerging Economic Challenges Loom Large

Private sector investment is a critical driver of Bangladesh's growth trajectory but has remained
stagnant over the years. Private sector investment as a percentage of GDP have been hovering around
21 to 23 percent over the last decade and has fallen from 22.06 percent in FY 20 to 21.25 percent in FY
21%. Similarly, public investment in FY 21 was 7.3 percent down from & percent reached in Covid-=19 riddled
FY20. There are several elements that lead to high level constraints for proliferation of private sector
investment and significantly hinder business dynamism in Bangladesh. This is characterized by over-
regulation, weakness in regulatory service delivery, and challenges in transparency and accountahility
which are detrimental to the regulatory environment and make the process more costly both in terms of
time and monay.

Figure 3: Private investment as percentage of GDP

24.02
233 13'_5_"1-____----—-— i
221 X
FY 17 Y18 FY 19 FY 20 FY 21

Source: BBS, BB, MTMPS

Foreign Direct Investment (FDI) can promote private investment and economic diversification but
FDI inflow has been lackluster over the years. Increase In FO| leads to promotion of economic growth

5 MTIAPS, Ministry of Finance
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and private investment by augmenting demestic capital, halping transfer of technology and new products,
upgrading technical and management skills, providing training for the workforce and facilitating access to
new and large foreign markets. FDI as a proportion of GDP has been less than 1 percentage in the recent
years. According to the World Bank, in 2020, Malaysia, China, Indonesia, India and Vietnam all fared batter
than Bangladesh with Yietnam scoring 4.60 in the metric even during 2020,

Figure 4: FDI, as a percentage of GDP across countries, 2020

4.6
241
1.72 1.81
1.28
[
-0.97
Bangladesh Thaitand Iialaysia China Indonesia Indis Vietram

Source: World Bank

UK, USA, China, Korea and Singapore were the top investing countries in terms of FDI inflow in
Bangladesh with the major sectors being Power, Textile and Weaving, Gas and Production,
Telecommunication and Fertilizer. The sustained economic growth trajectory fueled by increased private
Investment calls for an FDI regime which is efficiency seeking which efficiently uses the lools of firm
linkages, preferential trade agreements, efficient services provided by Investment Promotion Agencies and
firm linkages. It has been reported that the absence of such an efficiency-seeking FDI policy regime has
stalled the process of lechnology and knowledge tranafer required for developing high potential new sectors
in the economy and thus hampers the drive for economic growth.

Figure 5: FDI inflows for selected countries

Top 10 major FDI recipients in tha first haif of 20221 Othor selected countries (so0 notas)
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Notes: p: pralminary esiimates. Other selected counities’ recorded incresses of decrazeses of more (han LESD 10 billlon in thei
FDI infiows. * Data exclude resident SPEs. “Assetlabity basis.

Source: OECD Infermational Direct Investment Stalistics database.

Bangladesh will have to address the constraints which are impeding its progress of increasing
private investment from 23 percent . According to the 8" Five Year Plan,.the government aims to raise
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the ratic of private investment to GDP to above 27 percenl to achieve the targeted growth rale and
employment rate. The Vision 2041 document envisions a target of 36.36 percent private investmeant for
Bangladesh to become a Developed Country with an average of 31.23 percent from FY 21-41 Moreover,
the economic drag from the pandemic couplad with the challenges arising from graduation from the status
of Least Development Country (LDC) would invariably mean that Bangladesh would need to enter a more
coordinated phase of policy agenda and necessary reforms to sustain its recent growth trajectory and
improve overall compefitiveness In order to do this, there iz a need to address certain constraints,

Figure 6: Targets for Private Investment as a percentage of GDP as projected in the 8" FYP

27.38%
26.08%
25.32%
] ] I
FY 21 Frz2 FY 23 FY 24 FY 25

Source: 8 Five Year Plan

Weak coordination and centralization in the government apparatus leads to low business
attractiveness and competitiveness of the country. Bangladesh's regulatory environment is made up of
a maze of 23 government agencies which provide investor services. An average investor may need to
acguire up to 150 approvals, registrations, certificates or clearances from varous agencies including
Bangladesh Investment Development Authorily (BIDA), Realstrar of Joints Stock Companies and Firms
(RJSC), Bangladesh Bank (BB}, and the Mational Board of Revenue (NBR.) among a host of others in order
to start and operate a business. The lack of coordination amonag the government mechanism leads to the
duplication of reguirements which lead lo an increase in cosl and lime for receiving approvals which
adversely affects growth in private investment.

Multitude of factors constrain the flow of private investment and FDI including difficulty in
accessing finance and inadequate logistics ecosystem in the country. It is difficult to secure long terms
loans as financial institutions prefer to provide short-term financing because of liquidity risks and nature
strict regulatory compliance from both the lender and borrower for granting credit facilities. High interest
rates and collateral requirements pose challenges for businesses to expand. Furthermore, access to foreign
funding sources is a challenge as it takes more than a year before the Bangladesh Bank grants permission
as they review the applications on a case-by-case basis. Inadequate logistics and infrastructure reduce
competitiveness of firms and hinder private investment including FDI.
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Figure 7: Key global issues raising problems for investment

Supply Labour

market
gaps

chain
distruptions

Private investment in current times is not only constrained by domestic factors but also due to
rising woes in the global economy whereas the Russia-Ukraine conflict resulted in supply chain
disruption and rises in energy prices all over the world, including Bangladesh. The US Federal
Feserve has opted for positive interest rates in order to curb inflation which occurred due to pent up demand
due to the pandemic induced lockdown of two years. Supply chain issues due o the aflermath of the
pandemic, has only been exacerbated by Russia's invasion of Ukraine leading to hikes in energy prices
and food prices across the world. The Russian-Ukraine conflict resulted in global supply chain disruplions
as countries such as USA, UK, Japan and EU suspended economic ties with Russia. As Russia is the third
largest oil-producing country in the world, the global economy, including Bangladesh is suffering due io
high oil prices. Increases in oll prices have translated into higher commodity and food prices.

The private sector has been adversely affected by the dwindling foreign exchange reserve, primarily
in the form of costlier dollars and loadshedding which has been adopted as a measure to tackle
rising energy prices. In addition to Russia's invasion of Ukraine which has led to global hike in energy
prices, Bangladesh experienced a reduction in foreign reserves to US% 38.8 billion in August 2022
compared to US$ 48.1 billion in the same period last year. To tackle rising energy prices in the face of a
reduced FOREX reserve, the government adopted loadshedding. This has considerable implications in the
private sector as the governmant has put out mandates including the closure of shopping malls and markets
by 8 pm and the restricted use of air-conditioners to curb electricity consumption. To save resources, the
governmant has also decided to shut down all diesel-run power plants as 10 percenl diessel is usad in the
power sector, Many steel manufacturers have mentioned a cut-down in production by up to 30 percent as
they have switched to electricity generated from fumace oil amid a gas crisis. The firms have reported
production cost increment of 25 to 30 percent. Many firms have reported to have halted production for
almost a month due to the lack of gas supply. Some factories have reported to receiving 159 million cubic
meters of gas, whereas they require 316 million cubic meters
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1.3 Objectives of the Bangladesh Business Climate Index (BBX)

The key objectives of the Bangladesh Business Climate Index (BBX) are to provide an
understanding of the country’'s business environment quality, identify improvement required for
the government to consider and provide insights to businesses to make better investment
decisions. Prima objectives of the Bangladesh Business Climate Index (BBX) include developing a local
and context relevant index, informed by the views of the private sector, which captures the challenges of
the business environment in Bangladesh, across the business cycle. The BBX primarily aims to provide
evidence-based inpuls to local and nalional governmenl agencies which will assist and inspire them to
imprave their service delivery and develop actionable policy agendas that benefit local businesses.

By ensuring that the ranking Is benchmarked within the country, the BBX aims to identify best
performers and showcase practices and initiatives implemented locally, that can be examples for
other government agencies. MCCI and PE believe thal such an index will facilitate dialogue between
government and businesses, allowing more participation of stakehclders in policy reform. Broadly, the BBX
aims to (i)provide a structured snapshot of Bangladesh's business environment quality; (il help identify and
highlight Improvement needs; (iii} help Inform government policy/reform decisions with evidence; (iv)
provide necessary datafinsights to businesses to make better investment decisions, (v} create better public
awareness of the local business environment and vi) prioritize regulation streamlining according to the
private sector's needs.

Figure 8: Objectives of Bangladesh Business Climate Index (BBX)
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The BEX incorporates sound methodology and reflects the business environment conditions
across all Divisions and sectors. The BBX has been derived from a survey of 518 firms across all 8
Divisions in the country. It has sought responses from firms on the following 10 topics- Starling a Business,
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Access to Land, Availability of Regulatory Information, Access lo Infrastructure, Labor Regulations, Dispule
Resolution, Cross Border Trade Facilitation, Paying Taxes, Technology Adoption and Access to Finance.
Through rigorous consultation with experts, recommended weights have been assigned to each industry
based on its contribution to GDP and employment, 75 percent weight has baen assigned contribution to
GDP and 25 percent has been contributed to employment in each sector. The survey took place from July
to September 2022.

The BBX uses a time-tested Stratified Multistage Cluster Sampling Approach and draws on detailed
inputs obtained from questionnaires and interviews. 592 busingss owners and business Intermediaries
were surveyed across all districts in Bangladesh and 518 qualified responses were selected for analysis in
BEX 2022, The BBX spans ten major areas identified in analytical and empirical literature as key to investor
interest: 1) Starting a Business; 2) Access to Land; 3) Availability of Regulatory Information; 4) Access to
Infrastructure; 5) Labour Regulations: 6) Dispute Resolution; 7} Cross-border Trade Facilitation; 8} Paying
Taxes, 8) Technology Adoption; and 10) Access to Finance.

The BEX 2022 provides Insights to the state of business climate in Bangladesh, Chaptar 1 provides
an overview into the Bangladesh development journey and challenges which need to be addressed.
Chapter 2 explains the critical need of measuring business environment of a country and relevance for
Bangladesh. Chapter 3 provides the methadology applied for measuring the business climate. The currenl
development challenges and critical areas to focus are discussed in Chapter 4. The findings of the survey
are shared In Chapter § while insights and recommendations are discussed in detall in Chapter 6.
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Chapter 2: Measuring Business Environment and the Need for
Business Indices

Economic growth in Bangladesh is largely hinged on private sector investment for which a
conductive business environment is eritical. The business environment is simply a blend of prospects
and impedimants that firms or companies face In a country in thelr day-to-day activiies. The number of
businesses that enter the market each year and the share of high growth businesses depend on a myriad
of factors in the business environment. Evidence show that the creation of a favorable business
environment leads to an increase in private sector investment both from domestic and foreign firms.

The economy may is governed by certain regulations which may inadvertently or otherwise
constrict the economic activities of the private sector. Whether by intent or ignorance, such
environment limits firms' abillity to freely operate Its business. As a result, entrepreneurs’ resort to informal
activity, away from the oversight of regulators and tax colleclors, or seek opportunities abroad—or join the
ranks of the unemployed. Foreign investors avoid countries that impose regulation to manipulate the private
sector,

Table 9: Homegrown business climate indices in comparator countries

Country  Name of Businass What it measuras

Index

China Business This is a quartery index which can directly reflect the real situation of the
Climate economy. Index Nationally representative samples are used. The index ranging
from 0 to 200% and 100
Is taken as the critical value. An index higher than 100 indicates improvement in
economic performance. VWhereas an index lower than 100 depicts that the
economic performance Is declining.

VEIEWEEN Business Conditions  This bl-annual index measures business sentiments and gauges expectations
Index on areas such as such as cost of production, employment. local and export
sales, production, capacity utilization and capital investment,

ELEL I Business Climate  This yearly Index serves as a barometer for businesses In Viemam. It gauges

Index expectations regarding companies’' investment, revenus, relevance and
understanding of trade agreemsnts and adminisirative procedure of setting
business.

Canada Canada Business The Business Quticok Survey summarzes interviews conducted by the Bank’s

Dutlook Survey regional offices with the senior management of about 100 firms selected in

Indicator sccordanee with the composition of the gross domestic product of Canada's

business sector. The balance of opinion can vary between +100 and -100.

France France Business In France, the Business Climate Composite Indicator summanzes the
Climate Composite information provided by the surveys in manufacturng, services, trade (retall and
Indicator wholezale), and construction. The business climate s bullt from 26 balances of

opinion from these surveys.

Source: China Business Climate Index, Trading Economics, Business Conditions Index and Business Climate Index

Measuring the business environment on various parameters |s a common practice across the world.
Many large countries, for example Russia and Mexico, rank states or provinces on various criteria, with
fiscal transfers serving as incentives for states to implement reforms. The evidence from India shows that
simply measuring the regulator performance of a country can serve as a significant incentive to implement
reforms. One such example is the Doing Business Report. Over time, several countries including
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Bangladesh have implemanted reforms based on the Doing Business ranking. While the Doing Business
report is a starting point for reforms, the report does not measure the overall business environment in a
country including access to finance, access to technology & infrastructure, acquiring land and the like. Multi-
country indexes also suffer from problems inherent in trying to measure many countries of different nalures,
size of econamy, social development etc. on one scale, thereby having to reduce complex issues to simple
lowest common denominators; as well as applying weightage to issues which may or may not be significant
in any one country's regulatory or economic framework. This may lead to some countries belng rated
favorably but others not on matters which are not common to all the counfries or are of much less
importance In some than others. Thus, single-country indexes are a much better measure of that country’s
business enviranment’s development and impravement over timea.

Developing a business climate index for Bangladesh will provide a holistic view of the prevailing
investment climate and respective constraints in the country. The formation of a business index assists
to identify the critical areas of the business environment for each pillar or driver of growth and to identify
effective micro-policies, from the point of view of one of the principal groups of stakeholders, the
entrepreneuwrs. It is a tool that Bangladesh government can use to design sound business regulatory
policies. Most importantly an index approach leads 1o a policy debate both by exposing potential challenges
and by identifying good practices and lessons learned. Despite the narrow focus of the index, the initial
debate on the results typically turns into a deeper discussion on areas where business environment reforms
are required.

The analysis of regulatory policies and business environment has direct relevance for policy
reform. It reveals the relationship between business regulation indicators and economic and social
outcomes, allowing policymakers to see how particular laws and regulations are associated with poverty,
corruplion, emplayment, access lo credit, the size of the Informal economy and the entry of new firms.

Table 10: Bangladesh's performance on global indices

w

Global Indices Bangladesh's Rank

b 1 Global Compatitiveness Indax, World Econemic Ferum, 2020 1057141
A Global Innovation Index, World Intellectual Prnpeﬁy Organisation, 2022 102131
=1 Giohal Talent Competitiveness Index, World Economic Forum, 2021 123132
L [oing Business, World Bank, 2020 1681180
| Democracy Index, Economist Intelligence Unit, 2021 _ 75165
0 Sustainability Index, Sestainable Development Report, 2022 104166
7. Passport Index, 2022 g2/107
B Human Capital Index, World Bank, 2020 123173
- Human Development index, United Nations Development Programme, 2022 129191

Source: World Economic Forum, World Intellectual Property Organisation, World Bank, Economist Intelligence Unit,
Sustainable Development Report, Passport index, and United Mations Development Programmae,

A focused assessment of Bangladesh Business Climate will allow reflections on country specific
context and priorities that none of the global indices currently measure. BBX allows the flexibility to
define parameters that are critical and relevant to the business environment of Bangladesh. It will aiso lead
to a greater acceptance amongst the policy makers regarding the findings of the indices. Further, it captures
the differences in business environment including regulations and their enforcement across locations and
critical economic sectors within the country. The index will provide dala on each selected location and
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sector as well as provide recommendations to improve the performance. For any country to achieve higher
economic growth, it must address the challenges of low productivity in crifical economic sectors and
unegual development among regions.

BEX is relevant to Bangladesh for several key reasons:

1.

31

It s congruent with Bangladesh's development priorities and aspirations of becoming a middie-income
country with more diversified export industries and a more productive industrial and service sector. The
country is now poised for a new growth model with an updated policy regime, that draws on the success
of its earlier economic takeoff.

It reflects the mulliple business and economic obstacles faced by Bangladesh as it addresses
competitiveness challenges amid its post-LDC preparation. As Bangladesh modemizes its RMG sector
and targets US $100 billion plus in exports, as it seeks to grow and diversify its non-RMG manufacturing
sector, and as it modernizes its agribusiness sector with stronger standards, the country Is moving
forward. Each nascent high growth-potential sector can benefit from tailored special policy regimes
such as that which benefited RMG. The BBX survey can chart a map based on sector-specific
challenges.

It addresses the need for insfitutional strengthening, especially in terms of government (policy
responsiveness and coordination. As Bangladesh becomes an upper middle-income economy, the
institutional factors are the major differentiating factor with the higher income countries. Mo country has
become rich with weak institutions. The East Asian experience shows that a combination of strong
institutions and a meritocratic bureaucracy helped guide these economies to prosperity,

It provides clear empirical benchmarking that can allow policymakers to gauge the constraints per
industry and region. The BBX is guantitative and comparable to other indicators. It measures several
of the same things as other indicators do but digs deeper. It allows a granular analysis of industries and
activities thal differs from more generic surveys, and [t benefits from a large sample size and
methadological rigor. It does not set its sights at lowest common denominators, unlike global indices
which have to measure more than one hundred countries with the same scale, regardless.

Figure 9: Relevance of BBX for Bangladesh
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BBX offers a wealth of granular detalls on regulations across the measured areas that either
enhance or hinder business activities. The BBX will help in identifying the most significant bottlenecks
causing bureaucratic delays and the cost of complylng with regulation. This will enable the government
agencies to identify and prioritize the most challenging factors that are hindering business activities and
hence they can mobilize reform activities accordingly.
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Figure 10: Why a Home-Grown Business Index Is Critical for Bangladesh
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A continuous assessment of the business environment provides a structured snapshot of an
otherwise indefinite policy environment. It allows policy makers to measure their progress, review the
effects of policy reforms and exchange information about effective policies. The index will provide actionable
policy measures thal may be introduced, nudged, or improved to creale a favorable business environment
in the country. It provides policy makers with a prioritized list of interventions needed to enhance economic
productivity and growth. It also supplies a framework that allows policy makers to identify strong and weak
areas in Bangladesh's business environment,

Business indices help identify good practices that can be replicated across the entire business
environment. Doing Business report suggests that countries that score highest on the index share several
common features, including the widespread use of electronic systems. All of the 20 top-ranking countries
have online business incorporation processes, have electronic tax filing platforms, and allow online
procedures related to property transfers. Moreover, the 20 top performers have sound business regulation
with a high degree of transparency. Research highlights those countries that perform well in Doing Business
benefit from higher levels of entrepreneurial activity. Increased entrepreneurship generates better
employment opportunities, higher government tax revenues, and improved personal incomes, Business
indices enable policy makers to abjectively measure the impact of their interventions to a cerlain extent.
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They also provide a simplified means to communicate the motivations for these reforms to a larger audience
including the country's citizens.

Policymakers, investors, and researchers can use business climate data and analyses to assess
Bangladesh’'s performance on a spectrum of issues. Policymakers can evaluate the regulatory
environment for local business, assess the impact of laws and regulations on business activity, make
informed decisions regarding policy reform and private investment, identify good practices in regulatory
reform and support research on institutions and regulation.

Evidence suggests that non-conducive and inefficient business environment and rent-seeking go
hand in hand. There are significant opporlunities for expleitation In couniries where excessive red fape
exists, and extensive interactions are required between the private sector and the government to move
things forward. The 20 worst-performing countries in Transparency International's global Corruption
Perceptions Index average 8 procedures to start a business and 15 lo obtain a building permil. Conversely,
the 20 best-performing countries complete the same with £ and 11 procedures, respectively. Additionally,
countries thal have introduced electronic means of compliance with regulatory reguirements— such as
obtaining licenses and paying taxes—experience a lower incidence of informal payments.
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Chapter 3: Methodology

The Bangladesh Business Climale Index (BBX) is an index which seeks to measure the business
environment in the country and provide a comparative picture of the regulatory landscape across & Bibhags
or Divisions across Bangladesh. The BBX is composed of 10 indicators or pillars which have been modified
from academic literature, lo suit the local conlext of Bangladesh, These sub-indices aim to capture elements
of the local business environment and the issues faced by businesses and intermediaries in engaging with
reguiations. The BBX is composed of the following 10 pillars — Business Entry, Access to land;
Transparency; Access to Infrastructure; Labor Regulations; Dispute Resolution; Trade Facilitation; Tax
Regulations; Technology Adoption; and Access to Finance.

Figure 11: The 10 Pillars of the Bangladesh Business Climate (BBX) Index

Business
Entry

Transpar
=Bnoy

Regulation

Each of the 10 pillars comprise a total of 35 sub-indicators which are shown below.

Pillar 1: Starting a Business

This pillar measures the ease of Incorporation of a new business In Bangladesh and the associated
registration regime, focusing on the overall time taken by a business to register and receive approval to
start a business, the official costs of licensing, and the ease of engaging In these regulatory processes.

Indicator

Time and cost fo oblain Incorporation Ceriificate
Time and cost to obtain VAT Registration

Time and cost to obtain Trade License

Time and cost to obtain e-TIN Certificate

Pillar 2: Access to Land

This pillar measures the ease of access to formal ownership of land, and the security of tenure of legally
registered land title,

Indicator

Ease of dealing with land related agencies
Ease of access of land ownership detalls and associated encumbrances
Time and cost to transfer land title ' '




Pillar 3: Transparency and Availability of Regulatory Information

This pillar measures the ease of access to regulatory information and documentation required to
set up and run a business and the extent to which new regulatory and policy changes are

communicated to businesses in a predictable manner.

Indicator

Access to existing regulatory information regarding setting up and operating business
Certainty of business regulations impacting business

Online access fo regulatory information

Information regarding new regulatory policies

Pillar 4: Industrial and Business Infrastructure

This pillar measures the extent of availability of quality infrastructure and industrial utility services.

Indicator

Access to utility services (electricity & water)
Access to transport & logistic services
Access to internet and mobile connectivity
Transparency of formation of new regulatory policies

Pillar 5: Labour Regulation

This pillar measures the ease of hiring skilled and unskilled labour and the ease of engaging In the
formal labour regulation system.

Indicator

Ease of compliance with labour regulations
Ease of labour returns and filings

Access to skilled labour

Access to skill development resources for labour

Pillar 6: Business Dispute Resolution

This pillar measures the efficiency of the judicial system and access to alternate dispute resolution

mechanisms.

Indicator

Confidencs in judicial syslem to uphold contracts and property rights
Impravement in resolution of commercial disputes

Access to alternative dispute resolution mechanisms
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Pillar 7: Cross-border Trade Facilitation

This pillar measures the ease of dealing with the trade requlatory agencies during exporl and import of
goods & services.

Indicator

Time and cost to obtain customs clearances for exports
Time and cost to obtain customs clearances for imports
Ease of dealing with government agencies at the port

Pillar 8: Ease of Paying Taxes

This pillar measures the ease of paying taxes in Bangladesh

Indicator

Time to file and pay VAT
Time to file and pay Income Tax

Ease of filing returns for VAT and Income Tax
Stability of tax environment

Pillar 9: Technology Adoption

This pillar provides an assessment of the access to and the use of technology to conduct business activities.

Indicator

Ease of access to sell products or services online
Level of technology adoption for business functiohs
Procurement of new technology equipment for business

Pillar 10: Access to Finance

This pillar measures the avenues and efficiency of access to finance for firms in Bangladesh

Indicator
Access to credit
Key source of financing for businesses

Access to Non-Banking Financial Institutions

3.1 Data collection

Based on a review of literature and prior experience with enterprise surveys, an interview length of more
than 45 minutes leads to respondent fatigue, places a burden on the respondent, and affects quality of

response.

The guestionnaire for this exercise has been developed keeping these considerations in mind, We have
developed a bespoke strategy for data collection, respending to the limitations posed by the COVID-18
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pandamic, which has allowed us to capture data through various mechanisms, and prioritize both the quality
and the coverage of the interviews. Following are the methods we have deployed:

1. Face to face interviews
2, Phone interviews
3. Online guestionnairas

3.1.1 Questionnaire
Regardless of the mode of data collection, the base questionnaire remains common across methods to
ensure the consistency in the data that is collected.

The team has developed robust questionnaires which cover all 10 sub-indices, capturing both objactive
yes/no responses, and more subjective interpretations from businesses and intermediaries. Our experts
have ensured that all relevant indicators for the study are captured and that the wording, logic and flow are
appropriate. The guestionnaires were translated into Bangla by our qualified professional translators.

The guestionnaires have undergone a robust pre-test to ensure that the logic is accurate. The pre-test
checked the questionnaires for the following:

® Appropriateness — whether survey items are appropriately phrased and understood by the study
respondents.

® Acceptance —whether items are relevant to the local context and are acceptable to study respondents
@ Consistency — whether items are consistent with preceding and succeeding items.
® Sequencing —whether items are correctly placed in the questionnaire.

3.1.2 Training

The guestionnaire has a set of questions at the beginning of the interview that aims to capture basic firm
level data for each Interviewed firm. This includes the size of the investment, the number of employees,
and the sector the firm operates in.

3.1.3 Quality assurance

Intensive training has been undertaken for interviewers and supervisors for the interviews, which have
included both classroom training and mock sessions. The training has been led by team leader, business
environment lead, survey manager and survey specialists along with review by and Inputs from MCCI.

Qur survey implementation focuses on collecting high guality data through efficient resource utilization,
following three main principles:

1. Quality control: Quality assurance at every siage (starting from study design, sampling. tool
development, translation to final data delivery).

2. Risk management: We have worked closely with the project stakeholders for the entire duration of

the project through careful and extensive planning to avoid unforesesn events or mitigate challenges,
that may have disrupted data collection.

3.1.4 Data analysis
Effective stakeholder dialogue: To ensure all the steps of data collection reflects the needs of the
stakeholders, we have engaged in continuous and effective dialogue through every phase of the project.

The final index scote is constructed using the following key steps:
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1. Data is analysed by Divisions, and the first step is to prepare the absolute scores across 35 indicators
for each Division. This gives 35 x 8 = 280 data points to begin with.

n

B = Z Xj e

P=1

Where, B iz the value of the indicator; 1is the sub sector and k is the sub indicator; Xjk is the score of
the ith term in | sub sector and It indicator and £ Is the total number of firms surveyed

2. The next step is to calculate an aggregate score for Bangladesh, for each of the 35 indicators. This is
a simple average caleulated by adding up the score for anv particular indicator across the 8 Divisions
and dividing by 8. This gives us the average performance across all 35 indicators for Bangladesh.

_ E?=1 ik

By A

Where, B is the value of the indicator; | Is the sub sector and k s the sub indicator; Xjk is the score of
the ith term In | sub sector and K indicator and i Is the total number of firms surveyed

3. Mext, each of the 35 individual indicators is compared across each Division and e standardised as a
score on a scale of 1 to 10. The best performing score (highest or lowest depending on the zpecific
case) Is given 10 points, and the other Divisions get a relative score from 0 to 10 considering the value
associated with 10 as a benchmark for each indicator. This step assigns a score between 0 and 10 to
each indicator in each Division.

4. The next step is to calculate absolute scores across the 10 sub-indices and determine the best
performing Divisions across each sub-index. This is a simple arithmelic total of the scores assigned to
the five indicators in each sub-index for each Division, This step gives us sub-index wize best
parforming Divisions.

5. The last step is to calculate a combined overall score. This score is calculated using absolute scores
for each sub-index for each Division, with each indicator carrying equal welght. This slep gives us a
final aggregate score for each Division.
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Table 11: Hlustration of the pillars and the weights provided to them

Indicator

Starting a Business

Access to Land 10%
Transparency and Availability of Regulatory Information 10%
Industrial and Business Infrastructure 10%
Labour Regulation 10%
Business Dispute Resolution 10%
Trade Competitiveness 10%
Ease of Paying Taxes 10%
Technology Adoption 10%
Access to Finance 10%
Total 100%

3.2 Survey Respondents
The final metric is an aggregate score for Bangladesh that provides a sense of the averall quality of the
business environment in Bangladesh. This has been developed compiling all the sub-indicators of the index.

The BBX is based on the survey inputs obtained from Bangladesh business owners and business
intermediaries such as lawyers and chartered accountants. Business owners responded o the survey
questions in the following indicators — Starting a Business, Access to Land, Availability of Regulatory
Information, Infrastructure, Labour Regulations, Trade Facilitation, Technology Adoption, Paying Taxes and
Access to Finance. For the purpose of this survey, respondents were from the top management of
businesses or ‘the most knowledgeable employees’ of the respective businesses. When feasible, priority
was given to the representative who has the most knowledge of the firm approved by the business owners.
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Table 12: Respondent type and Pillars covered in BBX 2022

Respondent Type Pillars covered

Business Owners Starting 2 Business
Access to Land
Avallabllity of Regulatory Information
Infrastructure

Labour Regulation

Trade Facilitation

Technology Adoption

Paying Taxes

Access to Finance

Dispute Resolution

Starting a Business

Paying Taxes

Dispuie Resolution

Business Owners | Intermediaries

Business intermediaries such as lawyers and chartered accountants are usually engaged by business
owners for incorporation of new business, complying with tax regulations, and resolution of legal dispules.
Therefore, inputs from such intermediaries were undertaken for the following indicators — Business Entry,
Tax Regulations and Dispute Resolution.

3.3 Sampling Design and Sample Size

The Bangladesh Business Climate Index (BBX) will be an annual index that reflects a multitude of
challenges present in the business environment that firms operate in. BBX aims to select a nationally
representative sample by delving into all eight Divisions of the country, The following key principles will
provide guidance to draw a rigorous sampling unit from the sampling frame:

@ Statistical robustness: Ensure thal data rellability and consistency satisfy all statistical
significance test criteria and that the survey data provides unbiased and consistent estimates. As
a measure of precision, we also calculate survey waeights.

® Diversity of population group: The survey is be adminislered on the industries thal have
significant contribution to GDP and employment in the economy. To capture the diversity, we
form Strata which are internally homogeneous by nature, consequently, clusters are formed to
caplure heterogeneity arising from confounding factors.

3.4 Sampling design

A Stratified Multistage Cluster Sampling Approach has been used to provide an adequate and acute
representation of diversified industries nationwide. By principle, stratification of the strata should be
non-overlapping and exhauslive so thal it provides a highly accurate representation of the whole population;
Itis important that strata are formed based on some known characteristics that ensures homogeneity within
a particular stratum and exudes heterogeneity in the sampling units among the strata. Primarily,
stratification should be done among the businesses firms by the broad seclors identilied by Bangladesh
Bureau of Statistics (BBS). The following reasons validate our approach of stratification for the study:
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# By mode of operation of the business, they are homogeneous within the broad seclor,
# Proportional allocations of the samples among the strata have been done based on their proportion
of contribution to GDP and employment in the country.

In the second stage, the administrative Divisions are considered as clusters. The clusters are chosen
in a way that a single cluster represents a mini version of the entire population, Each Division containg a
variety of sectors and within each sector there are numerous businessesifirms. Weights have been provided
to the clusters based on the proportion of the total number of business establishments by Division, which
have been taken from Bangladesh Economic Census, 2013,

Total number of establishments has been used as proxy for Divisional contribution to GDP in
Bangladesh. As there is no formal data available on the Divisional contribution to GDP in Bangladesh, we
hava considered the total number of establishments as a proxy, taken from the Bangladesh Economic
Census 2013, which contains data for 7 Divisions. As the Census was carried out in 2013, it did not include
Mymensingh as a Division since it was only declared as a separate Division in 2015. As Mymensingh
contains the same number of districls as Syfhet, we have used lhe same weighl on Mymensingh as Tor
Sylhet.

Disaggregation of the manufacturing industries has been done by sub-sectors according to their
proportion of contribution to gross value addition and employment in the economy, from the latest
publication of Labor Force Survey 2016-17, 2012 and Survey of Manufacturing Sectors 2012, The zize of
industries was also considered; for instance, samples of SMEs and large industries were used in the
proportion of 80:20 (Statistics of Bangladesh Manufacturing Industry, 2013). At the final stage,
randomization was ensured In selecting samples.

Those sectors have been considerad that in aggregate contribute to 75 percent of total GDP and
employment in Bangladesh. Consecutively, weighted average/mean value has been calculated on the
contribution to GDP and employment by the broad sectors where 75 percent of welght has been assigned
on contribution to GOP and 25 percent on employment. The proportion of the weights has been chosen
based on the opinion of experts in this domain. It should be mentioned that Construction and Feal Estate,
Renting and Business Activities are separale sectors as reflected in BBS, As per BBS, Construction
includes general construction and specialized construction activities for buildings and civil engineering
warks. It includes new work, repair, additions and alterations, the erection of prefabricated buildings or
structures on the site and also construction of a temporary nature. On the other hand, Real Estate, Renting
and Business Activities includes acting as lessors, agents and/or brokers in one or more of the following:
selling or buying real estate, renting real estate, providing other real estate services such as appraising real
estate or acting as real estate escrow agents, Activities in this section may be carrled out on own or leased
property and may be done on a fee or contract basis. Also included is the building of structures, combined
with maintaining ownership or leasing of such structures.



Table 13: Weight of Sectors

Sector Weight by GDP Weight by Combined Weight
Employment

(75% of GDP weight +
25% of Employment

weight)
1 Manufacturing 0.24 0.1 0.218
2 Agriculture & Forestry 0.10 0.334 0.159
3 Wholesale and Retail 0.14 0.142 0.140
Trade . N . o
4 Transport, Storage & 0.11 0.086 0.104
Communication .
5 Construction 0.08 0.056 0.071
6 Real Estate, Renting and 0.06 0.002 0.046
Business Activities
5 Financial intermediaries 0.04 0.007 0.028

Table 14: Cluster weight of each selected Division by the proportion of establishments

Division

1 Dhaka

2 Chittagong 0.170
3 Rajshahi 0.148
4 Rangpur 0.131
5 Khulna 0.128
6 Sylhet 0.051
T Barisal 0.047
8. Mymensingh 0.051

Total 1.00

Source: Economic census, 2013

Table 15: Distribution of manufacturing industries by sub-sector

Manufacturing Sectors Weight by Weight by Average
GVA Employment weight

1 RMG .

2 Textiles 0.200 0.248 0.224
5 Food and Beverage 0.171 0.072 0.122
6 Electronics & Light Engineering 0.038 0.101 0.070
4 Pharmaceuticals & Chemicals 0.065 0.036 0.051
3 Leather & Tannery 0.02 0.055 0.038
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3.5 Source: BR2009: BAPI, BCI
Sampling frame

Ve have considered the daiabase for Bangladesh Economic Census 2013 as the sampling frame for the
study. From the database we have only considered permanent establishments as our ultimate target and
excluded the data of temporary and household economic units.

3.6 Estimation of sample size

According to the proposed design, the following sample size determination formula is applied to get the
optimum number of samples needed for statistically robust estimates. It is to be noted that to adjust the
loss of precision due to clustering we adjusted the sample size by a design effect of 1.35 which implies that
we are including additional 35% sampling units that it would have been in a single stage sampling.

Z%p(1 -
_Zeit-p)

N =

£

M = Sample size

Z = 1.58, Z value at 5% level of significance

p = population proportion = 0.5, as it provided maximum sample size
q=1-p

€% = Maximum error consideration = 5% or 0.05

de = Design effect = 1.35

_ 1.96%p(1—0.5)

N=——rr——x 130~ 518

3.7 Note: We will allocate the samples across the sectors that comprised
80% of the GDP Allocation of samples

As described, we will follow a proporticnal allocation method according to available nationally representative
weights. The allocation is depicted in the following tables (table 4 and 5). Furthermore, we will allocate
samples for Manufacturing according to the weight of table 3.
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Table 17: Allocation of Samples

Bectors Allocation of samples by Administrative divisions
Saimples per Dhaka Chottogram  Rajshahl  Rangpur  Khulna Sylhet Barishal  Mymensingh

Manufecturing 129 35 22 19 17 16 7 6 T
Agriculture, Forestry 111 a0 19 16 16 14 & 7] G
and Fishing
\Wholesale and Retall g3 25 18 % 12 12 5 l 5
Trade
Transport, Siorege & &7 18 " 10 B g 3 3 K]
IT
Construction 50 14 ] [ T 3 2 3
Real Estats, 50 14 ] 7 T a 2 3
Accommodation and
Food Services
Financial and A7 5 3 2 2 2 1 1 1
Insurance acfivities

Mote: During the survey if we don't get the calculated number of establishments for each administrative
divisions, it will be substituted by available industry from nearby division.

Table 18: Distribution of samples under Manufacturing Industry

Manufacturing Allocation of samples l_wAdnﬂnln‘hﬁH\r: divisions
Industry Samplss Dhaks Chottogram Rajshahl Rangpur Khulna  Sylhet Barlshal  Mymensingh
per
Sirnta

RIG B4 14 11 g8 8 8 3 2 2
Textiles 9 3 4 4 4 1 1 %
Food and Beverage 16 2z 2 2 1 1 1
Electronics & Light 5 2 2 1 1 1 0 i ]

Engineering
Pharmaceouticals & T 2 1 | 1 1 0 0 0

Chemicals
Leather & Tannery 5 1 1 1 1 1 0 0 1]
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Chapter 4: Bangladesh's Business Environment: A Work in
Progress that Needs to be Strengthened to Support Vision 2041

4.1 Bangladesh's road to Upper Middle-Income country and Vision 2041

Bangladesh has emerged among the fastest growing economies in the world, leading to significant
reductions In poverty rates and rise in living standards. Bangladesh is navigating well against the
headwinds from the Covid-12 pandemic, having a scored 80 points, and ranked 5" out of 121 countries in
the Nikkei Covid-19 Recovery Index , highest among South Asian countries. The country will graduate the
Linited Mations Least Developed Country category in 2026 and has ambitions of being an upper-middie-
income country by the turn of the decade. Such ambitions are a reminder of the need for further
transformation required.

Table 19: Bangladesh’s performance and targets across key indicators

FY23  FY24  FY2§8  FY 30

Real GDP growth*

Private Investment
{Including PPP})"
Foreign Direct
Investmeant (FDI*

Tax Reverniue®

Export growth™
Remittance growth™

Private Sector
Credit™
*{Az percenlage of GDP or Otherwise Indicated)

“*(Percentage Change or Otherwise Indicated)

Source: Bangladesti Bank, PP2041, Ministry of Finance. The Daily Star, Statista, World Bank, CEIC data,
Trading Economics

Average annual economic growth of Bangladesh has been over 4 percent in real per capita terms
over the last three decades which puts the country in the top decile of countries in that duration.
Despite political crises and frequent natural disasters, economic growth has accelerated since the country’s
independence. Most Bangladeshis lived In poverty at the time of independence; today, only around 10
percent live below the international poverty line of US$1.90 a day (in 2011 purchasing power parity). By
2019, life expectancy reached 72.6 years, and primary school enrollment was nearly universal. The infant
mortality rate per 1,000 births declined from 63.1 In 2000 to 24.3 in 2020, and the prevalence of
undernourishment declined from 15.9 to 8.7 percent of the population over the same period.

Bangladesh’s efforts in achieving a high growth trajectory have been a herculean task. However, the
realization of the ambitions of becoming an Upper Middle-Income Country by 20371 and a Developed
country by 2041 requires the need to overcome key high-level constraints which are hindering the pace of
development and economic growth. The 8% Five Year Plan and Vision 2041 policy document targets
accelerated economic development and alignment of broad goals through stronger trade and investment.
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Bangladesh's National Policy documents clearly highlights the course for Bangladesh's growth
trajectory. Key targets of Vision 2041 document include: (i) increase in gross investment from 31.8 percent
(2020) to 46.2 percent of GDP; (i) increase in private investment from 23 percent (2020) to 36.36 percent
of GDP; (iil) increase in FDI from 1 percent (2020) to 3 percent of GDP and (iv) increase in exports from
US$ 33.6 billion to US$ 300 billion in 2041. In order to achieve these targets, it is crucial that Bangladesh
adopls a more coordinated phase of policy agenda and requires reforms to sustaln and increase its recent
growth trajectory and improve overall competitiveness.

Table 20: Investment and export performance and targets

indicator FY21 (Achieved) FY22 [(Achieved) FY25 FY41
(Target) (Target)

Gross Investment
as percentage of
GDP

Private Investment
as percentage of
GDP

FDI as percentage
of GDP

Exports (in billion
uss)

Source: % Five Year Plan, PP 2041, General Economics Division, Bangladesh Flanning Commission,
GOE, MTIMPS, Finance Division, Ministry of Finance

In the context of jobs, Bangladesh has made decent use of deep and elastic demand offered by the
global economy to expand job opportunities in the manufacturing sector. Bangladesh is now the
world's second largest exporter of readymade garments after China, making it unigue among low-income
countries in its high share of manufactured goods in exports. Banglades™s exports are heavily concentrated
in the apparel sector with over BO percent of its exports coming from RMG. The country is atiracting
increasing amounts of FDI but the absolute amounts are atill relatively small and insufficient to transform
the broader economy.

It is imperative for Bangladesh to absorb the influx of 2.2 million youths joining the workforce every
year which requires significant expansion of the economy. There exist some challenges which act as
a barrier towards Bangladesh reaching its targets. One being the highly talked about toplc of share of private
investment of GOP which has remained stagnant over the past decade and FDI as a proportion of GOP
and stands at less than 1 percent of GDF. Export diversification has been weak, and Bangladesh is overly
dependent on its apparel exports. Employment in the formal sector has not been growing. Furthermore,
Bangladesh is among the lowest performers in South Asia as the tax-GDP ratio remains less than 10
percent. Other problems include low skilled labor force, weak legal and regulatory frameworks, and access
to finance. Inadequate logistics and infrastructure hinder competitiveness and private investment.
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4.2 Critical Role for the Private Sector in the Next Growth Phase

Private investment is an essential driver of high economic growth, but it has remained more or less
stagnant in the past decade. Private investment to GDF has been hovering around 21-23 percent in the
last decade. Public investment fell from a high of 8.03 percent of GDP in FY 19 to 7.29 percent of GDP in
FY 20 and inched a little higher to 7.32 percent in FY217. Private investment to GDP ratio increased by 0.48
percentage points from FY 18 to FY 20. In FY 21, private investment to GDP stood at 23.7 percent of GDP.
Several high-level constraints exist in the business environment in Bangladesh which is characterized by
over-regulation, lack of transparency and accountability. Policy continuity is also of issue as it results in
reduced business confidence on the part of local investors and foreign investors alike. This Is costly in terms
of both money and time.

Figure 12: Public-private investment as percentage of GDP

Investment as percentage of GDP

FY 18 FY 189 FY 20 FY 21 FY 22
(Revized
Budget)

| Private investment as % of GDP ® Public investment as % of GDF

Source: Minisiry of Finance, BBS, BB

Despite several reform initiatives taken in recent years to improve the overall investment
environment, the existing policy and regulatory system still offer significant risks for businesses
and impedes overall investment attractiveness and related competitiveness. For an investor,
Bangladesh presents a complex maze of 23 govemment agencies, needing to secure 150 approvals,
registrations, certificates or clearances including Bangladesh Bank (BB}, National Ecard of Revenue (NER),
Bangladesh Investment Development Authonty (BIDA) and a host of others. Furthermore, the myriad of
agencies lack coordination which results in duplication of information for several requirements. This leads
to an increase in cost and time for receiving approvals and adversely affects growth in private investment.

T MTIAPS, Ministry of Finance.
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Investors have also complained regarding the lack of urgency in providing answers to querias from these
agencies.

Figure 13: Investment in projects by sector (US5 million)
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Source: World Bank

FDI has remained low with average hovering around 1 percent of GDP which stifles private
investment growth and in turn economic growth in the country. FDI can be a driver of economic growth
and private investment by supplementing domestic capital, providing access to new markets, helping
transfer of technology and new products, upgrading the skills of the local workforce and improving technical
and management skills of local firms, Bangladesh performs worse than its peers in FDI and has been
unable to attract flagship FDIs such as Vietnam with Samsung which propelled its electronic manufacturing
sector.

Figure 14: Projects reaching financial closure by sector
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For Bangladesh to realize its development aspirations and become an upper-middie income country
in 2031, private investment to GDP ratio has to increase to 31.43 percent by FY2031. Evidence from
the growth of several countries, especially East Asian countries have shown that one of the key features of
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high performing countries is the high level of savings and investment. Therefore, o grow in the next few
decades in line with Bangladesh's ambitions, domestic private investment has to grow by several
percentage points to create jobs and sustainable growth. By 2024-25, Bangladesh aims fo increase the
ratio of private investment to GDP to above 27 percent to achieve the targeted growth rate and employment
rate. However, for this to happen, Bangladesh needs to address certain constraints and impediments in its
business and investment structure.

Figure 15: Private investment targets for Bangladesh
Private investment as % of GDP

36.36

27.35

23.7

Fy 21 FY 25 FY 41

Source: Ministry of Finance, BFYP, PP2041

4.3 Developments in Global Stages and Local Economy to Significantly Affect
Bangladesh’'s Effort to Garner FDI and Private Investment

There are a host of issues that create risks and opportunities for Bangladesh and requires careful
consideration towards investment. These include LDC graduation, risks emerging from climate change,
growing inflation, energy crisls, and the weakening taka amidst balance of payments challenges.
Bangladesh will need prudent policy planning and public-private parinership to maneuver through the
current economic headwinds.

Bangladesh stands to face new challenges due to LDC graduation in 2026. Therefore, the need for
improving the business environment to enhance private investment becomes even more pressing. The
primary challenges that Bangladesh will face after graduation includes erosion of trade preference, loss of
policy space and lightened financing on development. Bangladesh needs to be proactive in ils lrade trealies
as 75 percent of its exports go to countries whose markets offer LDC tariff preferences which will be
eliminated upon graduation. This will be followed by loss of policy space such as cancellation of export
subsidies and cash incentives. Currently, Bangladesh enjoys low Interast rates for development financing
asitis an LDC. However, this privilege will be taken away upon graduation. Despite these challenges, there
should be increased confidence upon Bangladesh due o its successful graduation from an LDC.



Table 21: Post LDC Tariff rates for Bangladesh

Countries Current tariff rates facing Post-graduation tariff rates

Bangladesh as an LDC EVE T Y

EU 0 percent

0 percent 17 percent
0 percent on 97.5 percent 16.2 percent
products
0 percent 8.6 percent
0 percent on more than 98 8.7 percent
percant products

Source: Navigating New Waters: Unleashing Bangladesh's Export Potential for Smooth LDC Graduation-
An Overview

Development challenges may arise post LDC graduation in the form of lower exports and hence
GDP and employment growth. Exports from Bangladesh will take a hit due to imposition of duties; the
WTO estimates exporis will decline by 14 percent. This problem coupled with a decline in cash incentives
and export subsidies will likely have negative implicationg for employment and thus GDP growth. Thus, it
Is critical to improve the business envirohment to trigger private investment, both domestic and foreign,
which will provide gainful wage employment or self-employment which will add to economic growth of the
country.

Inflation in August and September 2022 were the highest in the last 11 years in Bangladesh. The
global economy is in crisis brough on by supply side pressures as a remnant of the COVID-19 pandemic
and the Russia's invasion of Ukraine surging energy prices amid large reductions in Russian energy supply.
Prices of goods and services have been soaring on the back of a pent-up demand as economies rebooted
by brushing aside Covid fallout. Amid the half-patched recovery, the military conflict between Russia and
Ukraine caused a serious bump to the international supply chain in February. Western sanctions to punish
Fussia for the Ukraine invasion met with an unusual surge in fuel, energy, food and fedilizer prices. With
these increases in import costs, the prices of food and edible oil in the local market also increased gradually
and fuel prices were hiked by 40-50 percent, adding further inflationary pressure.

Figure 16: General Inflation Trend in Bangladesh, January 2021 to September 2022

General Inflation Trend (Jan, 2021- Sept, 2022)
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Source: BBS, collected from The Business Standard on 30/10/2022

Although Bangladesh achieved 100 percent access to electricity for all people in March 2022, a
jump in global prices of Liquefied Matural Gas (LNG), have forced the Bangladesh government to
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resort to power load-shedding. The deterioraling electrical supply has caused a major decline in financial
transactions and output, as well as a sharp spike in production and operating expenses. Due to the acute
power deficit and frequent load-shedding, the export-oriented industries, manufacturing, and the financial
secto”s adoption of digital technology are facing a crisis. The Power Division reports that from last July to
September, the largest amount of load-shedding per day was 2.000-2.200 megawatts. However, in
October, this shortfall grew to 2500-3000 megawatts, which is the highest level since last July. the
deteriorating electrical supply has caused a major decline in financial transactions and cutput, as well as a
sharp spike in production and operating expenses.

Figure 17: Economic Impact of Load-Shedding in Bangladesh
== [ I
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Source: Collected from the Dhalka Tribune on Ocfober 13, 2022

The sharp rise in the price of the dollar and the significant decline in the foreign exchange reserves
has led to increased cost of production of firms. Il has been observed that inflation and the gap in the
current account balance is rising, while remittance flow is sluggish and foreign exchange reserves are going
down. Escalation in foreign exchange demand arose primarily due to rige in price of oil. Moreover, there
has been rise in foreign travels by Bangladeshis for medical, pilgrimage, education and recreation purposes
as entry restrictions in the destination countries were relaxed significantly. The balance of payments and
exchange rate challenges have had an adverse impact on the private sector with a 5-10 percent increase
in production costs and increased dependency on diesel fired generators which have increased the cost of
doing business for all industries.

Global economic activity is experiencing a broad-based and sharper-than-expected slowdown, with
inflation higher than seen In several decades. According to the IMF, global inflation is forecast lo rise
from 4.7 percent in 2021 to 6.6 percent in 2022 but to decline to 6.5 percent in 2023 and to 4.1 percent by
2024, Global growth is forecast to slow from 6.0 percent in 2021 to 3.2 percent in 2022 and 2.7 percent in
2023, This is the weakest growth profile since 2001 except for the global financial crisis and the acule phase
of the COVID-19 pandemic and reflects significant slowdowns for the largest economies: a US GDP
contraction in the first half of 2022, a euro area contraction in the second half of 2022, and prolonged
COVID-19 outbreaks and lockdowns in China with a growing property sector crisis. About a third of the
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world economy faces wo consecutive quarters of negative growth. Global inflation s forecast to rise from
4.7 percent in 2021 to 8.8 percent in 2022 but to decline to 6.5 percent in 2023 and to 4.1 percent by 2024,
Upside inflation surprises have been most widespread among advanced economies, with greater variability
in emerging markets and developing economies.

Climate change is driving many countries towards implementing Environmental Social Governance
(ESG) framewaork in supply chains which is considered to be a challenge for local companies. The
European Commission has laid the eritical foundations for a sel of ESG regulations for sustainable
investing, with a focus on the mandate to companies to base their ESG claims on sound and detailed data.
The main pillars of ESG are the following- (i) Non-Financial Reporting Directive (NDFR); (ii) Second
Shareholders Rights; Directive (SRE Il); (ili) Sustainable Finance Disclosure Regulation (SFDR); (iv)
Prudential Legislative Texts integrating ESG risks into the broader risk frarmework; (v} Taxonomy Regulation
for a strict assessment of investments before providing the environmentally sustainable label; (vi) EU Green
Bond Standard; and (vii} proposal of extension of EU Ecolabel to the financial services' industry.

Bangladesh's exports will face considerable challenges as they will come under stringent ESG
requirements from buyers. Buyers are expected to use ESG framework that aim to strengthen disclosure
requirements at the product level and confirm alignment with environmental objectives under the EU
taxonomy. The critical changes to product disclosure include: (1} identification of the environmental or social
objectives towards which the product contributes; (i) to what extent the investment is aligned to EU
Taxonomy, including a third-party audit noncompliance with the Taxonomy; and (iii) further inzight into
mandatory pre-contractual and periodic disclosure templates for financial products with environmental or
social objectives. Considering the vast majority of expaoris other than RMG are still new to the idea of being
environmentally and socially compliant (adhering to global standards), this will pose as a considerable
challenge for the country’s exports and investment.

The European Commission’s Circular Econemy Action Plan has made it a priority to addressing
product groups identified in respect to their value chains including textiles. This legislative initiative
and any other complementary regulatory or voluntary approaches will be developaed in a way to improve
the coherence with existing instruments regulating products along various phases of their life cycle. Itis the
intention of the Commission that the product sustainability principles will gulde broader policy and legislative
developments in the future.

Smartphones, clothes and furniture will have to become longer lasting and easier to repair and
recycle in order to gain access to the EU market under new sustainability rules proposed by the
European Union. The proposals include extending eco design beyond energy-related products, tackling
unsustainability in textiles and greater consumer protection.

4.4 Developments in the Private Sector Investment Climate in Last Year

Much effort has been put through the public-private dialogues across the years for reform in
Bangladesh’s business climate. This has led to an environment more conducive and reactive as
evidenced from the reforms taken by the government and ils agencies. Amidst many challenges, there have
been some progress in reforming business environment.
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Table 22: Reforms Undertaken in the Past Year in Investment Climate across BBX Pillars

Pillar area

Starting a Business

Access to Land

Reform

Company seal is no longer a necessary element during filing,
Registration fee reduced from BDT 2400 to BOT 1200.

& company registered with the Registrar of Joint Stock Companies in
the areas of DNCC, DSCC, and CCC, a circular for issuance of a
trade license of the said company will be issued by the Local
Government Department within 2 days of filing the application.
Procedure 4: Obtaining project clearance from the local authority
{Ward Commissioner, Dhaka City Corporation) (BDT 0| 3days)
Procedure 5: Obtaining project clearance from the environmental
directorate (BDT 10,000| 30days)

Procedure 2: Obtaining project approval from Ward Commiszioner
(BOT 0| 4days) (Chattogram)

Through amendment of the Companies Act, shareholders holding 5%
shares have been given the opportunity to submit the agenda in the
general meeting.

Through amendment of the Companies Act, the time for convening
the general meeting has been increased from 14 days to 21 days
Introduction of BIDA One Stop Service for Investors along with other
Investrnent Promotion agencies like (BEZA), (BEPZA) and (BHTPA).
Registrar Joint Stock Companies online registration

Procedure 1; Obtaining cadastral survey map from Land Settlement
Office (BDT 350 | 3 days) (Dhaka, Chattogram)

Procedure 2: (Obtaining Land Use Clearance): Reduced time to 7
working days (maximum) from 45 days.

Procedure 3: Obtaining soil test report (BDT 58,500|24days)
{Dhaka)

Procedure 9: Request and receive inspection from the City
Development Authority (RAJUK))

Procedure 10: Request and obtain project clearance and bullding
permit from the City Development Authority (RAJUK)]: Reduced time
to 7 working days (maximum) from 105 days.

Procedure 12: (Submit notice of completion and eblain Occupancy
Permit: Reduced time to 5 working days (maximum) from 21 days,
Procedure 4: Obtain soil test report (BDT 59,500|24days)
{Chattogram)

Procedure 9: Request and receive inspection from the City
Development Authority (BDT 0] 80 days)

Procedure 3: [Obtain Land Use Clearance (LUC) from the
Chittagong Development Authority]: Reduced lime to 7 working days
{maximum) from 50 days.

Procedure 9: Obtain building permit from the Chittagong
Developmant Authority. Reduced time to 7 working days (niaximum)
from 105 days.

Reduced stamp value from 3% to 1.5%
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Access to Infrastructure

e A separate Balam book has been introduced for company-io-
company transfer of land. As a result, the original copy of the
document will be provided within 7 working days.

e Thea time limit for issuance of non-encumbrance certificate has been
reduced to 2 working days

» The ime for notifying company to company land transfer has been
reduced to T working days

s Company to Company transfer of land requires enly 1 deed; in place
of the required 2 previously.

# Online application for land transfer and other issues

¢ Procedure 6: Obtain fire safety clearance ( BDT 8,000| 15 days)
{Dhaka)

s Procedure 7: Oblain clearance from Dhaka Electric Supply Co.
(DESCO} (BODT D] 15days)

¢ Procedure 8: Obtain water and sanitation clearance (BDT 0] 15
days) (Dhaka)

¢ Procedure 5: Obtain fire safety clearance ( BDT 8,000] 15 days)
{Chattogram)

» Procedure 6: Obtain clearance from Power Development Board
{BDT 0| 15days) (Chattogram)

» Procedure 8: Obtain water and sanitation clearance (BDT 0] 15
days) (Chattogram)

For Dhaka

s Have electrical contracting firm purchase meter

s Hire alactrical contracting firm to purchase substation equipment, gel
it tested and carry out installation and earthing: Reduced cost from
BDT18,00,000 to BOT 12,338,500

Obtaln parmission for Installation of underground cable: Reduced
time from 21 days to 3 days

Submit application to Dhaka Electrical Supply Company (DESCO)
and await estimate: Reduced lime from 30days to 13 days.

Receive meter testing and installation, final inspection, and electricity
flow: Reduced time from 20 days to 2 days.

Have electrical contracting firm purchase meter: Reduced time from
14 days to 0 days.

For Chittagona:

¢ Hire alectrical contracting firm to purchase substation aguipment, get
It tested and carry oul Installation and earthing: Reduced cost from
BDT16,00,000 to BDT 12,338,500

Submit application to BPDE Chittagong and await estimate: Reduced
cost from BDT 3,81,678 to BDT 2,558,000,

Apply for license from Electrical Licensing Board (ELB): Reduced
time from 28 days to 7days

Submit application to BFDB Chittagong and await estimate: Reduced
time fram 50days to 13 days.

Receive meter lesting and installation, final inspection, and electricity
flow: Reduced time from 20 days to 2 days.



Labor Regulation Mew Labour Act 2022 which includes

s Retrenchment of workers during factory takeovers as opposed to
terminations.

o« Workers will get retrenchment benefits which are less than

lermination benefits.

Cost to export border compliance: US$ 200 [from US$ 408]

Cost to export documentary compliance: US% 100 [From USE 225]

Time to export border compliance: 36 Hours [From 168 Hours]

Time to export documentary compliance: 2 Hours [From 147 Hours]

Cost to import border compliance: US% 180 [from US$ 900]

Cost to import documentary compliance: US$ 50 [From US$ 370]

Time to import border compliance: 372 Hours [From 216 Hours]

Time to import documentary compliance; 24 Hours [From 144 Hours]

With effect frormn August 5, 2018, the credit history of the borrower has
been increased from 12 months to 24 months in the CIB report.
Extent of sharehalder right index

Extent of disclosure index.

Extent of corporate transparency index

Extent of ownership and control index

Extant of director liability index

Cross-barder Trade
Facilitation

Access to Finance

Source: Collected from BIDA in Movember 2022

4.5 Productivity Gaps Across the Private Sector A Critical Challenge

Bangladesh needs to gear its development pathway by addressing policy direction towards taking
advantage of its demographic dividend. Bangladesh is a small country with little in the way of appreciable
oil or mineral wealth. Its main power is in its people, 170 million strong, with & majority among the youth,
Mearly 2.5 milllon Bangladeshis will reach working age each year for the next 15 years. Growth has primarily
been driven by the influx of workers into the labor force along with capital accumulation. It is imperative for
Bangladesh to invest in human capital and reach higher productivity growth. Il is alse paramount lo ereate
an economic environment which garners good jobs and is able to absorb these workers and sustain
increased eamings.

Bangladesh must parallelly address its high poverty rates and vulnerability exacerbated by the
slowdown in job creation which started even before the COVID-19 pandemic. Around 40 million
Bangladeshis fall under the poverty line and another 80 million, which amounts to half the population, are
at risk of falling into poverty. Despite recent strides, almost 90 percent of the jobs are informal and fall under
the pitfalls of unpaid work. underemployment, and poor working conditions. Additionally, the pace of poverty
reduction has also slowed down amidst the high economic growth. This has coincided with a major
slowdown in job creation, particularly in the RMG =sector, in which employment growth halted in 2013, The
population segment which is deemed to enjoy the benefits of demographic dividend, women and youth,
have faced the brunt of weakening labour conditions. After a decade of steady growth, female labour force
participation has stagnated at just 35 percent, and neary 30 percent of the youth are not in employment,
education, or tralning (NEET).

Significant challenges remain in human development infrastructure. The lack of quality education Is
yet to be addressed although enrolment figures keep rising. Around 80 million people lack sufficient access
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to healthcare. Cumulative public spending on education and healthcare accounts for 2.5 percenl of GDP,
among the lowest in the world, far from the 10 percent in upper middle-income countries (UMICs).

Figure 18: Contributions of productivity and expenditure components to growth
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Greater investment in infrastructure and service delivery required to move into upper middle-
income levels. Despite doubling access to electricity, Bangladesh Is worse off compared to its peers. The
same is the case in access to sanitation, as half the population has access to it while it is 80 parcent for
UMICs, The haphazard development of urban centers is creating new hurdles and challenges in the social
infrastructure leading to a fall in productivity and quality of life. Recent studies have indicated that traffic
congestion costs the economy 7 percent of GOP, one of the many reasons why Dhaka has been ranked

the second-worst city to live in globally.

The population of Greater Dhaka is expected to double again to 40 million, adding maore pressure
to an urban infrastructure system which is overflowing at the seam. Additionally, whereas government
allocation for public infrastructure has more than tripled over the past decade, the government estimates
that public financing can support only around USH400 billion of needed investment through 2040, leaving
a gap of around USSS billion a year. The role of private investment is crucial to closing the gap as
government spending on social services, notably on health care and social safety nets.
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Figure 19: Labour and Productivity Growth
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Increasing productivity is the key driver to deliver expedited growth and earnings for workers. This
becomes even more important when the economy converges towards targeted investment levels and a
dwindling demographic dividend over the next 20 years. Despite value added per worker has increased
significantly in the past two decades, the numbers wane when compared to comparator countries at 80
percent of the level in Vietnam, half of that in India and one-quarer that of UMIC average. According to an
IMF report (2013), sustainable growth in LICs have been attributed to not only strong investment but also
higher productivity enhancing reforms and strong export growth. Furthermore, growth rates in the decades
past have been lagging behind Bangladesh's comparators.

Key sectors such as agriculture and manufacturing suffer from low productivity levels. High rate of
agricultural productivity is required to support the rural economy and overall structural transformation of the
economy. Although agricultural productivity is increasing, it is not at par with other sectors of the economy
and remains at just one-fourth of the productivity of other sectors. A number of hurdles hinder this
productivity growth such as climate change, weak transport and storage systems which in turm lead to high
wastage and poor connectivity to markets, and limited expansion of more diverse, higher value-added
activities.
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Table 23: Global Innovation Index 2021

Bangladesh
india
Vietnam
Pakistan
Thailand

Philippines

Source: The Global Economy

Raising the current rate of productivity in manufacturing is also of importance as slow technological
advancement impedes the competitive advantage Bangladesh gains from low wages. Productivity
growth In manufacturing has trailed that of other sectors consistently. Evidence suggests a high level of
productivity dispersion across firms. Medium sized firms, especially. have low productivity. A myriad of
constraints iImpacts the business climate including regulatory barriers, lack of access {o finance and lack of
reliable electricity. Congestion costs, particularly, in Dhaka undermine the potential productivity gains from
agglomeration.

Productivity performance is impeded by low level of technology adoption and weak innovation
system. Adoption of modern technologies is low even in the RMG sector with only a few large apparel
exporiers taking advantage of innovation, while the rest are using basic to semi-automatic technology. Just
17 percent of firms use technolegy licensed from foreign companies as evidenced in a World Bank Survey
(2013). The same percentage reported spending on research and development (R&D) in the same
publication. These figures are two to three times higher for exporters and FDI. This shows the importance
of trade and investment integration for innovation and technology adoption. For firms which adopt
innovation and technology, significantly higher levels of productivity are the result,

4.6 Insufficient FDI and Weak Domestic Supply Chain Linkage

FDI has hovered around the 1 percent mark over the last two decades and have only recently
increased marginally, FDI inflows increased to a high of US$3.6 billion in 2019, and more than US$20
billien in investment proposals for Bangladesh's upcoming special economic zones (SEZs) have been
received. Bangladesh has been frailing behind its peers when it comes to attracting FDIs. According to
World Bank data, from 2016-20, FDI inflow into Vietnam has been 4.88 percent of GDP. The same figure
for Malaysia has been 2.69 percent and 2.56 percent for Philippines. Bangladesh has averaged 0.64
percent in the last five years, which is lower than the average for upper-middle income countries (1.70
percent) and lower-middle Income countries (1.20 percent).
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Figure 20: FDI as Percentage of GDP Net Inflow & Outflow Average (2016-2020)
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Weak domestic supply chains are both a reason and a cause of low FDI inflow into Bangladesh.
Maximizing the potential gains from GWCs depends on building links between lead firms and domestic
suppliers. In Bangladesh, these remain limited. For exampls, even in RMG, most of the cotton is imported.
The highly integrated nature of most of Bangladesh's large firms, which produce many inpuls through
related firms and handle most services in-house, points to weaknesses in domestic supply chains. Such

weaknesses grow from low levels of enterprise capacity and a lack of adherence o International guality
standards.

The Weorld Bank Enterprise Survey (2014) reports only 14 percent of surveyed firms in Bangladesh
had an internationally recognized quality certification. Large firms also integrate rather than outsource
because of the weak contracting environment. Lack of access to quallty suppliers Is a barrier for foreign
investors, who are nat in the same position as large, local firms to integraie operations. On the other hand,
the low level of foreign investment alse hinders the development of stronger supply networks by limiting the
opportunities for technology transfer, as well as the use of foreign demand to scale up domestic production
and meet international quality standards.
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Table 24: Factors influencing backward linkages/supply chain linkage, technology dissemination
and productivity spillovers

Use of Local Suppliers Technology Transfers Productivity Spillovers

Domestc + Lack of avadabiity of inputs + Fim 528 Absomptive capacity
Suzpliers «Quaity of imputs « Expenance with supolying MNC | « Firm size
- Cost compettiveness aftiates « Export satus
+ Raabiity o supDly » Expengrce with niemational + RAD involvernent
+ Limiled scale of producion et * Technoiogy gap win chent firms
processes + Commiment 1o develop inkages ™
with foreign-owned chents
« Paricipation in global vaiue chans
Additional «Level of economc devalopmentof |« Nature of nput-output manke! » Agglomeration of economic activity
Factors The host economy « Selection process 10 dently » Geograptucal prommity batween
Wmm suftzbie domesic supphers MNKC affiaies and domestc frms
affiiates and domesticims | + Access to fnance for suppliers o |+ Human capital
* Sector make nvestments hat sppot | « Trade opemess
* Infrasucture echnology ransfers « Level of sconome development
= Cualey of insttutions (such as host economy
contract enforcement. and red tape) + Access o fmance

Source: World Bank
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Figure 21: Framework for domestic and foreign investment integration

Source: Waorld Bank

Bangladesh is expected to gain an average 1 percent additional yearly GDP till 2040 because of its
demographic dividend®. Yet realizing that potential has been one of its major challenges. Shifts in age
structure of a country's population do not automatically guarantee growth. Rather, it requires investment in
several areas and a set of policy commitments to systematically manage [t2 working-age population for
productive economic cutput. It is critical to invest in human resource development in order to take
advantage of population dividend.

Bangladesh's national productivity growth rate averaged 3.8 percent between 1995 and 20186. The
industries ministry has set the target to increase the productivity at the national level to 5.6 percent by 2030.
According to the Asian Productivity Crganization Productivity Data Book-2020, Bangladesh's labour
productivity is 10.4 percent. The average labour productivity in South Asian and the APO countries is 16.3
per cent and 27.8 percent®, respectively. Bangladesh must realise its productivity targets to effectively use
its demographic dividend.

® Daily Star (2019),
78S (2021).
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Chapter 5: Bangladesh Business Index —
Scores for 2022 and Implications on Private Sector

Bangladesh Business Index 2022 provides a scoring of the overall state of business environment
that exists in Bangladesh in 2022. The scores benchmark Bangladesh with respect to the best regulatory
practice prevailing in the country, thereby highlighting the proximity to the best regulatory performance on
each business pillar. For instance, in the case of the first pillar, i.e., Starting a Business, the minlmum time
it took a firm in Bangladesh to obtain the trade licenze or trade registration was 1 day while the worst was

28 days.

The score was calculated based on two key steps:

~

» Individual sub-faclors were re-scaled using the linear transformation (worst — y)/ (worst
- Ibe'mt}. The highest score represents the best parformance on the sub-factors across all
pillars.

/

*For calculating the overall score for Bangladesh, the scores for individual pillars wea'}
obtained and aggregated through simple averaging into one score, first for each pillar
and then across all 10 pillars; Starting a Business, Access to Land, Availability of
Regulatory Information, Access to Infrastructure, Labour Regulations, Dispute Resolution,
Trade Facilitation, Paying Taxes, Technology Adoption and Access to Finance. y

Figure 22: Depiction of Calculation of Scores

Stariing a Business

In the first phase, data is analyzed
by Division, and it was achieved by
preparing the absolute scores
across 35 indicators for each
Division. As the total number of

: Wiorst Divisions s &, this gave us, 35 x 8 =
2 et ot | 280 data points to begin with.
0
d 3 10 15 20 “
Mumber of Days (Trade Reglstration) By= ; ik
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Where, B is ihe value of the pilfar; i is the sub sector and k is the sub indicator; Xjk is the score of the ith
ferm in j sub sector and k indicalor and n is the total number of firms surveyed.,

The next phase comprises calculating absolute scores across the 10 pillars to determine the best
performing Divisions across each sub-index. This is a simple arithmetic total of the scores assigned to
the five indicators in each sub-index for each Division.

The last phase is to calculate the combined overall score. This score was calculated using absolute
scores for each pillar for each Division, with each pillar carrying equal weight.

n
I= ZZ fo.”'-'

ks
J=1k=1

Where, | represent the indezx; w is the weight assigned, f.e., 1/10 for each pillar. i is the sub sector and k is
the sub indicator; Xjk is the score of the ith term in j sub sector and k indicator and n is the total number of
firms surveyed.

The Bangladesh Competitive Index uses a simple method of calculation: weighting all pillars equally and,
within each pillar, giving equal weight to each of the sub factors or components. The score is indicated
on a scale of 1 to 10, where 0 represents the worse performance and 10 the best performance.

The overall score distribution was categorized into four categories as shown below:

Description of Business Climate

Score

61-80 Improving Business Environment: Progress made hiowever more needs fo be done

When compared across years, the score will highlight how much the business environment for local
entreprenaurs in an economy has changed over time in absolute terms.
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5.1 Respondent Profile

A total of 518 respondents were included for the computation of the Index. More than half of the respondents
(54 percent) were from the services sector. While the rest were from manufacturing (25 percent) and
agriculture (21 percent). Dhaka has the highest number of respondents with 34 percent, followed by
Chittagong and Rajshahi at 17 percent and 13 percent respectively. Agriculture and forestry sector was
represented by the highest number of respondents at 21 percent followed by wholesale and retail trade
sector at 18 percent and transport, storage and communication and RMG sectors at 13 percent. Finally, 75
percent of the respondents were made up by small and micro firms, 10 percent by medium sized firms and

15 percent by large firms,
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5.2 Bangladesh Business Climate Index Results 2022: A Marginal
improvement in Overall Index Score since BBX 2021

Improving
Business
Egzg:ﬂ,:h Environment:
Climate Index 6 1 95 immngﬁ mamqg
i 61.01 z2021) needs to be

Bangladesh Business Climate Index — Performance by Pillar

Bangladesh Composite Score 61,85 Improving Business Environment: Progress made, however, more needs to be done

T74.49

74.40

70.78 ?iz-“ %

G O " B .
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The Bangladesh Business Climate Index (BEX) score of 61.95 in 2022 reflects that no significant
reform measures were taken in the past one year resulting in negligible improvements. The Index
yields a composite score of 61.95 in 2022 which shows a very minor, almost ignorable, improvement from
2021 whera tha score was 61.01, This is because no significant improvemants in requlatory reforms in the
last one year. When comparing pillar scores, the highest

performing pillars in 2022 are Starting a Business, Avallability Bangladesh Business Climate
of Regulatory Information, Infrastructure, Labour Regulation, Index Scores

and Dispute Resolution. An improving business climate is

observed In these pillars however more focus is needed in §1.85

these areas as lheir abzolute scores demonslrate significant
room for improvement. Pillars such as Access to Land, Trade
Facilitation and Paying Taxes are in the score calegory of 41 61.01
fo 60 depicting businesses face several bofflenecks in these -
areas and significant efforis are required tc address the

challenges. Access to Tinance is the lowesl performing pillar 2022 2021
with a score of 35.22 reflecting a difficult environment for

businessas in receiving finance and considerable focus is needed in this area,

Figure 23: Comparison of BEX Pillar Scores between 2022 and 2021
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Table 25: Detailed Comparison of Pillar Scores between BBX 2022 and 2021

BEX BEX Scores Y Changs in Imprevemesnt/
Piltars Scores in in Scores between Deterioration

2022 2021 2023 & 2031 Compared to
BBEX 2021

Starting a Business
Access to Land

Avallabliity of Regulatory Information 72.85 59.83 21.77
Infrastructure 74.49 72.02 3.43

Labour Regtlaﬂon 74.40 66,35 1213
Dispute Resolution 64.24 §7.48 11.75
Trade Facilitation 58.61 49.43 18.58
Paying Taxes 55.21 68.72 -19.66
Technology Adoption 60.60 57.70 5.03

Actess to Finance a5.22 50.78 -30.65

Regarding comparison of individual pillar scores between BBX 2022 and 2021, it is revealed that
improvements are observed in seven pillars depicting improvements in regulatory environment and
business experience in those areas while scores have declines in three pillars. Improvement in
scores have been observed in seven pillars with the highest improvements reflected in (in descending
order) Availability of Regulatory Information, Trade Facilitation, Labour Regulation, Dispute Resolution,
Technology Adoption, Infrastructure and Starting a Business. Compared to BBX 2021, scores have
declined for Access to Finance, Paying Taxes and Access to Land. Deterioration of scores have been the
most in Access to Finance and the Least in Access to Land.

Bangladesh Business Climate Index score of 61.95 has the following implications:

® BBX 2022 score only marginally increased to 61.95 from a score of 61.01 the previous year
reinforcing the fact that no significant reform measures were undertaken In the past one year, which
resulted in insignificant improvement.

® The score indicates that for Bangladesh to enter the next phase of becoming a prosperity hub, the
country needs to enter a coordinated phase of policy reforms to reduce the challenges faced by
businesses,

® The scores imply that business environment refornis require helistic and coordinated improvement
efforts that can benefit all core area of business environment. The BEX 2022 score when compared
to BBX 2021 reflects an insignificant improvement. While businesses have experienced
improvements in seven specific areas, these improvements have been counteracted by
considerable deterioration in three specific areas of business. Improvements in scores have been
observed in seven pillars which are: i) Availability of Regulatory Information, ii) Trade Facilitation.
i) Labour Regulation, iv) Dispute Resolution, v) Technology Adoption, vi) Infrastruciure and vii)
Starting a Business; however, considerable deterioration of scores are observed in Access lo
Finance, Paying Taxes and Access to land.

® Some pillars such as Starting a Business observed some improvements that were induced by
measures taken in response to the pandemic and lockdowns. The survey interviews revealed that
because of the pandemic, a lot of the government agencies were willing to accept documents
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digitally/by email which businesses previously were required to submit by hand. This reduced the
time and cost incurred for submitting the required documents

® Access to finance is a major constraint across all sectors and this problem has become more
pronounced In 2022 especially for MSMEs. MSME's response indicate that introduction of the
interest-rate capping is leading to credit rationing to large firms that have collateral whereas micro,
small and medium sized enterprises are losing out.

® Continucus and significant efforts are needed in the regulatory space for Bangladesh to attain its
economic agenda of export diversification, becoming an Upper-Middle Income Country by 2031
and Developed Country by 2041,

Figure 24: Individual Pillar Scores in BBX 2022

Infrastructure Labour Regulaﬁ% 'ﬁ‘“iiaﬁﬁf&gﬂﬁﬁﬁuhmw
74.49 t 74.40 72.85
Starting a Busines Dispute Resolution  Technology Adopfigr
70.78 ‘i‘ 64.24 ‘i‘ 60.60 %
Trade Facilitation Paying Taxes Access to Land
58.61 t 55.21 ‘ 5307

Six out of Ten pillars fall in the category of ‘Improving Business Climate' highlighting that despite
the progress made, bottlenecks remain for the private sector for conducting business. There is a
35,27 -point difference between the best performing pillar — Infrastructure and the worst performing pillar -
Access to Finance. This clearly refiects the disparity in the operating environment for the private sector in
the country. Several respondents revealed that completion of the a number of road network connectivity
improvements including Padma bridge helped businesses save lime and cost. Regarding access to finance,
several MSMEs reported that the introduction of the 6-9 interest rate capping has led to credit rationing
favoring larger firms with collateral. The top four performing plllars, i.e., Infrastructure, Labour Regulation,
Availability of Regulatory Information and Starting a Business have litlle difference in scores amangst them,
The bottom three pillars, i.e., Access to Finance, Access to Land, Paying Taxes and Trade Facilitation lag

significantly to the top three pillers.
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Figure 25: Business Climate Scores by Divisions
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Among the eight divisions, Mymensingh has scored the highest implying most conducive business
climate while Rangpur scored the least depicting businesses face more challenges in this division
than any other. There is a 9.47-point difference between the best performing division — Mynmiensingh and
the worst performing division — Rangpur which reflects the dizparity in the operating environment for
divisions within the country. Dhaka and Chattogram are the two divisions with the highest contribution to
GDP within the country and beoth divisions fall on the score category of 41.00 to 60.98 exhibiting that several

bottienecks remain for businesses including uncertain regulatory environment and effective institutional
support.

Dhaka division has fared well in Labour Regulation and Infrastructure pillars and Chattogram has
performed relatively better in Infrastructure and Starting a business pillar. Mega Infrastructure
projects ongoing in Dhaka and Chittagong such as Dhaka Metra Rail, Hazrat Shahjalal International Airport
Terminal 3, four-lane elevated expressway in Chattogram and Bangabandhu Tunnel have increased the
confidence of businesses in Dhaka and Chattogram as observed in the survey interviews. Despite the
ongoing infrastructure initiatives by the government, businesses have voiced facing high logistics costs. A
study by the World Bank shows that logistics cost comprises 4.5 to 47.9 percent of total sales in
Bangladesh. Both Dhaka and Chattogram have the lowest scores In Access to Finance. The -9 percent
interest rate regime infroduced In by Bangladesh Bank in April 2020 to help industries expand production
and avert pandemic-induced recession has in fact adversely affected micro, small and medium enterprises
in accessing finance for businesses. Small businesses are crowded out regarding accessing finance by
presence of large and medium business concentration in Dhaka and Chittagong
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Each of the Pillar scores depict a different story. The index captures many of the nuances that are
summarized below:
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Table 26: Summary of Bangladesh Business Climate Index Pillars

'E?I"'. EE

Pillar Indicator Score Implications Observations
Improving More than half of the respondents have visited more than
Starting a Business five govemment agencies o start a business. Obtaining
1 Business 70.78 Environment | license and navigating regulations is difficult.
Several B6 percent of respondents found It difficult to procure land.
. Bottlenecks | More than 90 percent of respondents had fo provide
Access to 53.07 remain for | facilitation payments to speed up processes such as
o) Land Business transfeming land ownership.
Availability of Improving 82 percent respondents were sble to access information
Regulatory Business online about all rules and regulations by the government that
3 Information 72.82 Environment | impact their businesses.
Impraving Although this constraint is relatively light due to
Business Bangladesh's investment In infrastructure, more than 80
74.49 Environment | percent has their businesses have been adversely affected
4 Infrastructurs by recent energy shortages.
Improving Maore fhan 70 percent respondents faced challenge in
Labor Businass obtaining skilled workforce. Trainings centers not equipped
5 Regulation 74.40 Environment | with updated curriculums.
Improving Firms have confidence in the cument judicial system to
Business uphold their property rights and confracts; bul they have not
Dispute 62.24 Environmenl | experenced reduction in the lime for resnlvlng; commercial
(= Resolution disputes, especially linked to land and property.
“Several Importers found It relatively more difficult to get custom’s -
_ Bottlenecks | clearance than exporis. Gﬁnwﬁun at the ports, especially
Trade 58.61 Remain for | Chattogram, iz impacting lead time for exporiers and
7 Facilitation Business importers in Bangladesh, making them less competitive.
Several 67 percent respondents complain of difficulty filing and
: Bottlenecks | paying taxes while 76 percent said current tax environment
55.21 Remain for | had an adverse Impm:t on thelr businesses. Taxation In
: Business Bangladesh has low collection Jevels, complexity of rules,
8 Paying Taxes hassle, and poor compliance,
Several 55 percent report investing in new teahnuhghﬁ in past 24
Bottlenecks | months, alﬂ'mugh bottfenecks remain across muntr;r RMG,
Technology &0.60 Remain for | textiles and ph&rmammts have mlaﬁwty invested more
g Adoption Business in nawtnﬁimlugi‘_ﬂs than other seclors.




5.3.1 Starting a Business
Starting a Business

Pharmeaceuticals and Chomicals I, [ 4

AT

80 Rajshahi

- Rangpur 73.32 RMGE — 7
- ﬂhull:aqﬂuh 7‘3_&3 Transpor, Storage &. . G 75 G E
- Mymensingh 70,42 Food and Beverage I 7 15
- W ?1‘4‘3 Real Eslate, Renling and. . IS—— 7 7
- Dhaka 70.21 Electronics & Light Engineering I — 7, 56
- Blﬂ!h‘ﬂ] ﬂﬂtﬁi Firnancial intarmediaries M 0 00
- Khulna 64,81 Leather & Tannery M 51
Teilile I T
Indicator Score 2022 T0.78 Construction I —— .25

Agriculture and Forsstry
Whalesala and ratall trade

R
I G20

Increased by 1.87 points since BBX 2021

Investors are led into quagmires as they must navigate
23 government agencies to obtain 150 regulatory
services that are required for starting and operating a
business in Banglada&h.ﬁninv‘astnr may need to secure T e R s gl
up to 150 approvals from various agencies including for pricritizing egsing nr’&[ssu'l?ess zntry reguiotions
Bangladesh Investment Development Authority (BIDA), for  foster  formalizorion  and  supporting
Registrar of Joint Stock Companies & Firms (RJSC), aexpansion-of small business baze.

designated bank, Mational Board of Revenue (NBR), City
Corporations/Municipalities, Department of Environment
(DoE), Bangladesh Bank (BB) and City Development
Authorities. Moreaver, these government agencies have
little coordination amongst them implying that the investor needs to provide the same set of documentation
in multiple agencies and fulfill requirement to authenticate information during each step. This results in an
increase in costs and time requirements for receiving approvals, and thus adversely affect business
operations. Although BIDA's One Stop Service (O0SS) was meant to solve this challenge, the 0SS is
addressing part of this challenge and the system overall still lacks efficiency.

Sectors such o5 agriculture and retail where
informality and fragmentation is prevalent, have
[ess conducive experiencewvith regard to starting

Firms in Pharmaceuticals and Chemicals and RMG
found it relatively easier to start a business in
Bangladesh compared to firms in Agriculture,
Forestry, Wholesale and Retail trade. The survey reflects
that firms in Rajshahi found it easiest to start a business
while firms in Khulna found it most challenging. The
respondents mentioned that the biggest regulatory
challenge facing them while starting a business in
Bangladesh was to obtain secloral licenses as the sectoral
regulators make the process cumbersome and time-
consuming. Abeut 70 percent of medium and large firms
mentioned that they are required to visit more than five

Sectors which ore long-estoblished, and well
organized at frode body fevel gnd have less
frogrmentation, siich as Pharma and RMG, hove
batrer  business
regulations than relatively newer ones such as

This  insight

entry ond sectoral emtry

ogribusiress  ond construction
empRasizes on the need fo replicate seecess of
estabilished sectors in helping upcoming ones.
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Winile sectaral licenses gnd entry reguirements
are less congucive than genergl business emtry
regulations, firms with glignment to glebal
stondards get sectorgl license faster os sean in
pharmaceuticols, chemicals and RMG This
emphasizes. on the need for strengthening
overgrching ond sector specific standards in line
with global best practices,

reflects that score in Starting a Business pillar has
increased to 70.78 in 2022 from 68.91 in 2021. The survey
interviews revealed that because of the COVID-19 pandemic, a
lot of the government agencies were willing to accept documents
digitally/by email which businesses previously weare reguired 1o
submit by hand. This reduced the time and cost incurred for
submitting the required documents, thus making it relatively

different governmenl agencies lo obtain approvals for
starting a business in Bangladesh implying the
considerable regulatory burden on businesses. The
findings suggest that sectors that are well established and
at par with global reguirements such as pharmaceuticals,
chemicals and EMG found it relatively easier to obtain
sectoral approvals than sectors such as agriculture,
wholesale and retail trade which operate in a fragmented
manner and are yet to fall under the purview of global
competitiveness,

Starling a Business Scares
T0.78

The  survey

G891

2022 2021

easier to do business this year than previous years.

5.3.2 Access to Land

480 phaka 64.58.

B mymensingh 62.19
B Rajshari 5729
8 chottogram 49.79
I8 sarishal 49.69.
B syinet 49.09
W Rangpur 48.7
B khuina 42.93
Indicator Score 53.07
Decreased by 5.83 Points since BBX 2021

The majority of respondents mentioned

Access to Land
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Consirucion M 51 (13
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Leaifer & Tamnary IEEE—— 55 0]

Finanelal ntermediarios I — 1057
Elpcironics & Light Engiseanng. S — 5,01

Pharmaceubcals and Chemicals

Agriculiure and Forestry
Risal Estate, Renking and...

Tranispo, Storage §.

o o o O Do

Texdila

that they experienced bottlenecks in dealing with

government agencies while procuring land in Bangladesh. Dhaka. Mymensingh and Rajshahi
performed relatively better in this pillar than Khulna, Rangpur and Chattogram. It was found that electronics
and light engineering sector found it most difficult to obtain land or register property compared to wholesale
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Pilot reforms have improved the experience of
businesses regarding lond securing  Dhalko
givision o top place, This [s arising from the foct
that maost lond reform piots hove Dhoko o
the comman district fdivision, The findings also
confirm that as the service sector grows,
domingted by retail businesses, land as o barrier
to business becomes less refevant This
indicates to need for land zohing policy for the
whale country and beyond the economic zones
with regard the facilitating right balance of

business grovath and land occess requirements

and retall rade sector. A relativaly low score in Chatlogram
suggests that urbanization has been chaofic for the private
sector in the port city and the scarcity of availability of land
prevents many entrepreneurs from sefling operations in
Chattogram.

Respondents mentioned checking accuracy of
property ownership and, delay in mutation of
land/property are the biggest bottlenecks while procuring
land in Bangladesh. Recently, to lessen the coercive
process of verification of land management, the
govemment has introduced Digital Land Management
System (DLME) by which the land area of Bangladesh can
be managed digitally with the help of modem technology.
The key features of DLMS include GPS-based land
surveying, automatic map drawing and online land

management. Although scanned copies of 18,500 map-sheets have besn indexed into the system, the

prevalent system is still operational and yet to be
abolished. Moreover, it takes on an average 63 days
to get land title transfers recorded in land records office
in Bangladesh. Majority of the companies also stated
that they were required to make an informal payment
to government agencies during land procurement in
Bangladesh. Given Bangladesh's dense population
and small land area, land has been a challenge for
industrial development in the country. In this context,
the development of special economic zones,
espacially fast implementation of the BSMSN area
near Chittagong and the country specific zones, may
alleviate some of the land pressures.

Actessto Land Scores

54.80

53.07

2022 2021

The survey reflects that score in Access to Land pillar has fallen to 53.07 in 2022 from 58.90 in 2021.
Many respondents have said they are required to get several bank drafts since land transactions had o
be done through bank drafts which was time consuming. Moreover, land was transacted at high amount

implying that banks draft fees were also proportionality high.
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5.3.3 Availability of Regulatory Information

Availability of Information
7738
76.81

Agriculiure and Forotiry S — 1 TS

Construction  n—— ——— 0
7544 Transgon, Storage & Commumication  IEE——— 1 (0
73.88 Leatner & |E_I'||'IEI'!,.' S T4
Texiie I T[T
-69.85. Elecirarics & Lyht Englnesrde  n —— 7455
5925 Food and Beversge S —— 7 (10
- Flnanalal intermediaries I —T— 7] 23
55.76 Whclesale and retal e I —— T
53.7H Real Cstale, Reniing and Business S —  — £ F1
Pharmaceuticals snd Chemicals I _—_— G
M MG ——— 572

Increased by 13.02 points since BBX 2021

More than 95 percent of the respondents menticned
that they were aware of all the numerous registrations
and renewals for setting up and operating their
businesses in Bangladesh. However, majority said that
they did not find information online regarding all the rules
and regulations that governed their businesses.
Mymensingh scored the highest in this pillar while Rangpur
scored the lowest, A 23.63-point difference between the
highest and the lowest performing Divisions imply that
there is a huge disparity in availability of regulatory

A 23.63-point differance benveen the highest
and the lowest performing Divisions i access to
regulogtory informotion imply that there 5 o
huge disparity in ovailsbility of regulotory
information  gcross divisions. This #ot onaly
reflects @ gop (N gccess fo intermet ocoross
o disparity 0 availobility  of
information regarding rufes and regulotions by

aivisions  but

the local govermment such g5 municipal

corporations.

Strength of robust lows ond regulotions are

severely compromised due to nop-systematic  information across divisions. This not only reflects a gap

ond non-inclusive changes in the regulalory
framevrork creating regulatory unpredictability.
About 71 gercent of respandents mentioned that

in access to internet across divisions but a disparity In
availability of infermation regarding rules and regulations
by the local governmenl such as municipal corporations.

Respondents have said that information related to
starting and operating a business — including the
documentary requirements, identity of government
agencies o provide approvals and necessary
instructions to follow application, is not readily available.
Moreover, websites and guidelines are not always up to date. Importers and exporters have mentioned that
there is no single website which lists all the documents, registrations and approvals that is needed for
frading.

the government often chonged or modified

regulations that affected their businesses.
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Respondents mentioned that a major challenge was regulatory unpredictability as firms were not
informed in advance about any change or modifications in regulations by government agencies that
affected the businesses. About 71 percent of respondents mentioned that the government often changed
or modified regulations that affected heir businesses. This challenae was most pronounced for the RMG sactor
relative to other sectors. Respondents from Agriculture and forestry and Construction faced a relatively
better regulatory predictability in their businesses compared to other sectors. In 2017, a regulatory
unpredictability survey was conducted by World Bank Group (Regulatory Unpredictability in Bangladesh)
measuring the availability and predictability of regulatory information. The
report findings indicated that the most serious are difficulty in finding
information on laws and regulations, inadequale consultation during
design, and discretionary behavior by regulatory officials.

Availability of Regulatony
Information Scores

T2.63

The survey reflects that score has risen to 72.85 in 2022 from 59.83
in 2021, primarily due to initiatives by private sector groups to
enhance iInformatlon availability and exchange. The pandemic
induced several Facebook business pages and groups io emerge

59.83

2021

containing required regulatory information. This increazed online
interaction among firms and facilitated information sharing between them. s
5.3.4 Infrastructure

Infrastructure
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Slow pace of econemic zopes implementation
and the land allocotion model favaring. single
conglomeargres for lorge porcel of land Aothar
than developers impeding. the benefits of SEZ
grogram.  Although EFronomic  Zones  are
oddressing a critical problem of serviced {and
availability, Economic Zanes program require
foster implementation and ediusting mode! by
emphasizing more an zones far multiple renants
rather than zones earmarked for single business

I'DHQ'IIDH'IEI{'.‘!’E‘E

Access to Infrastructure emerged as the best
performing pillar on the Bangladesh Business Climate
Index 2022 owing to expansion of coverage of both
transport and electricity network though quality and
cost remains a concern. Many businesses in Dhaka and
Chattogram have more confidence in infrastructure due to
the mega projects undertaken such as Dhaka Metro Rall,
Hazrat Shahjalal Airport Terminal 3, Four-Lane elevated
expressway and Bangabandhu Tunnel In Chattogram.
More than 90 percent of the respondents mentioned thal it
was moderately easy to receive utility services such as
water, electricity and sewerage. Over 80 percent of the

Availability of transport lagistics services are

respondents said finding awvailability of transport and
logistics services wera relativaly aasy, however firms from
the construction sector found it challenging to find
transportation as the sector requires a special set of
transport services/vehicles to carry their raw materials and
products which are heavy-weighted. Although the majority
respondents said they found it easy find transport and
loglstics services, they complained of high logistics costs,
A World Bank Report (2020% suggests that transport and

often neutralized by high cost and inefficiancy
of such sugport factors. As the economy slowly
expands to facilitate more business sectors, the
currant transport services are not well suited for
sectors in need af specialized logistics systems,
Firms from the construction sector found it
challengirng to find transportation as the sector
reguires @

specigl set  of  transpont

logistics cost comprise of 4.5 to 47.9 percent of total sales
across various sectors in Bangladesh. Respondents
mentioned that efficient logistics services with reduced
costs would support their products in becoming cost-
competitive in the global market. About 99 percent of the respondents mentioned that they found it easy to
get internet and mobile phone connectivity — concurring the Boston Consulting Group's (2021) finding that
Bangladesh has 75 percent mobile penetration and more than 70 million internet users.

services/vehicles fo carry thelr raw marenals ang
products which are heavy-weightea.

Although more than 95 percent of the population now has access to electricity, recent energy
challenges and disruptions in electricity supply adversely affected the firms’ businesses. More than
90 percent of the respondents mentioned that their businesses were affected by the recent power outages.
Firms sald power outages lasted anywhere between two to nine hours a day. Several firms have resorted
to diesel-fired generators which has increased production costs by 5 to 10 percent. Export oriented firms
such as RMG and pharmaceuticals felt the most pinch as power outages Increased their lead time and cost
of production, thus reducing the competitiveness of their producis
in the global market. Financial intermediaries have mentioned
that many of their ATM booths were non-functional due to power
outage.

Infrastructure Scores

74.49

The survey reflects that score has risen to 74.49 in 2022 from
72.02 in 2021. Respondents have mentioned that recent
infrastruclure developmants such as the Padma Bridge has
made fransportation easier around specific routes, reduced time
and cost of transportation. Moreover, recent infrastructure
projects in Dhaka in Chattogram such as Dhaka Metro Rail,
Hazrat Shahjalal Airport Terminal 3, Four-Lane elevated

2022

2021

BlFage



expressway and Bangabandhu Tunnel in Chattogram have increased business's confidence in the

country’s infrastructure,

5.3.5 Labour Regulation

Dhaka 84.09

B mymensingh 80.12
I Khuina §9.86
B8 chottogram 69.35
B Rajshahi 67.89
- 6625
& Earishal 64.75

Increased by 8.05 pniﬁh-.ﬂnn-:ﬁiﬁk 2021

Ability of youth to gbsorb skills training high
and technolegy-based training delivery systemn
coin qodress the limited access tosovoilability of
formal training facilities, Majority of respondents
mentioned they found it easy to access training
materigls online ocoross all sectors. This is
primarily due to zeveral initiotives rolled out by
the WS04 to put information anline

Labour Regulation
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Firms in Pharmaceuticals and Chemicals and
Construction found it relatively easier to comply with
labour regulations than firms in Textile and
Transportation, Storage & Communication Sectors.
Ower 83 percent firms in Pharmaceuticals and Chemicals
sald It was easy to comply with labour regulations while 50
percent of firms in Transport and Storage said the same,
implying this sector found it relatively challenging to comply
with the current labour regulations. More than 98 percent
of the respondents said they found it easy to find unskilled
labour for their businesses, depicling the country’s vast
poocl of trainable labour, Bangladesh's large labour pool is

a key advantage for businesses locking to set up operations in the country. Bangladesh possesses the
third largest worker pool in the region with approximately 70 million people In the labour foree. One of the
key reasons Bangladesh is competitive compared to its neighbors is its labour advantage. Therefore, labor
regulations are a key driver for business growth in the country.
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Firms face significant challenges in obtaining skilled workforce for their firms and access to
technology, training and technical materials for up-skilling their employees. More than 70 percent of
respondents said they found it difficult to find skilled labour for their firms. Current curriculum and training
modules in training centers are nol aligned with market needs due to continuous upgradation of lechnology.
Bangladesh Industrial Technical Assistance Centre (BITAC) provides basic skills programs, however, the
curriculum and training modules often fall to comply with market needs due to the constant upgrading of
technology. Although, Technical and Vocational Education and Training (TVET) offered by government has
grown over the last two decades, the share of women enrolments has remained low. Limited female
participation In the labour force further reduces the quality of the labour force available in the market.

The survey reflects that score has risen to 74.40 in Labour Regulation Scores
2022 from 66.35 in 2021. Although there is a lack of 74.40

training centers, respondents mentioned they found it easy

to access training materials online across all sectors. Most

training and up-skilling materials are found online for free, o
especially in YouTube which are shared with supervisors

and workers. Supervisors form small groups of workers

and train them with the help of audio-visuals found online.

Training online has become increasingly popular after the 2022 2021
covid-19 pandemic.

5.3.6 Dispute Resolution
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The respondents shared that dispute related to land and property were the most cumbersome and
took the maximum time to reselve. Despite having confidence in the current judicial system of
Bangladesh to uphold their property rights and contracts, 41 percent of respondents mentioned they have
nat witnessed any reduction In time for resolving commercial disputes in Bangladesh In the past two years,
Currently, Bangladesh does not have a court that is dedicated solely 1o hearing commercial cases. About
95 percent of the respondents recommended that an effective out of court commercial dispute resolution
mechanism needs to be In place for businesses 1o use In Bangladesh.
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Crisis expediting shifts to more efficient options
for dispute resolution Majority of the
respandents mentionad thot the lockdoen in
2021 resupited in o lorger bocking of coses
pending troil end hence many firms this year
resorted to out of court settlements; and it saved
tirme and money and wes refotively more

effective than resolving cases in court

Survey respondents suggested dedicating a court for
commercial disputes and capacity building in handling
commercial cases, making mediation more popular,
and introducing effective pre-action protocol type
procedures in Bangladesh. Currently there are more than
three million cases pending tdal and it is estimated that
around 10 to 15 percent of them are commercial in nature.
Lack of dedicated commercial courts and lack of expertise
in handling commercial disputes are key reasons for the
poor performance of the country in commercial dispute
resolution. While the government has introduced
provisions for alternate dispute resolution such as

mediation, its use is not mandatory, Therefore, it has not led to
any significant improvement in the dispute resolution process
in Bangladesh. As per tha World Bank Doing Business 2020
Report, Bangladesh ranks 189 out of 190 countries on the
Enforcing Contracts Indicator. It takes more than 1440 days to
resolve a commercial dispute in the country whereas it takes
164 days in Singapore to resolve a commercial dispute.
Research in various countries suggests that, in the absence of
efficient courts, firms make fewer investments and business

Dizpute Reszolution Scores
B4.24

57.48

transactions while informal transactions become more

attractive.

2022 2021

The survey reflects that score has increased to 64.24 in 2022 from 57.48 in 2021. Majority of the
respondents mentioned that the lockdown in 2021 resulted in a larger backlog of cases pending trail and
hence many firms this year resorted to out of court setflements, and it saved time and money and was
relatively more effective than resolving cases in courl. Respondents suggested dedicating a court for
commercial disputes and building capacily in handling commercial cases would largely help in dispute

resclution space.
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5.3.7 Trade Facilitation
Trade Facilitation
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Trade Facilitation is a pillar where several bottlenecks still exist, and significant efforts are required
for facilitating trade in Bangladesh. Traders mentioned that a key impediment is high dwell time at
Chattogram port. Time for a shipment to be cleared at Chattogram port is 3 days for exports and 11 days
for imports. The survey reflected that it is slightly easier to obtain clearance for exports than imports and
that the time and cost incurred to obtain clearances for export is less than the time and cost required
obtaining import clearances. According to BIDA, border compliance for exports takes 36 hours and imports
take twice as much, .e.. 72 hours. Similarly, it takes approximately 2 hours for documentary compliance for
exporis, whereas it takes 24 hours for imports. More than 90 percent of the respondents mentioned that
they had to make informal payments to facilitate custom clearance for exports and imports in Bangladesh.

Lack of a coordinated border management and clearance process such as National Single Window
(NSW) hinders trade facilitation. An electronic national single window (NSW) system allows trade
professionals to carry out all their transactions through a single online portal which reduces time and costs
significantly and an NSW is yet to be established in the country. Chattogram port is ranked 34 1% out of 370
ports in World Bank's Container Port Performing Index. Lack of efficiency and mechanization at the
Chattogram port results in delays, for example, average ship turnaround time at Chattogram port is 3.23
days whereas it is 0.86 days in Colombo port, Higher trade time and costs resulls in increased lead time
for exporters and reduces the global competitiveness of Bangladeshi products and services. Moreover,
containers are not used much in the domestic movement of cargo in Bangladesh despite the rapid growth
of containerization worldwide. Approximately half the cargo passing through the Chatiogram port s
containerized, but less than 15 percent of the containers are moved inland. The rest are ke pt either in the
port or In privately operated Inland Container Depots (ICDs) outside the port, subject to government
regulations on size and maximum distance from port. The stripping of containers - around 60 percent of the
export and import containers - adds to handling costs.
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Time and cost of trade has reduced over a span of two years.

Trade Facilitation Scores
According to the latest data from BIDA, for exporters, cost of border a8 Fesiihaon-SoaN

and documentary compliance cost has reduced from US$ 633 to USH —
300. For importers, il reduced from US$ 1270 to USH 230. For o
exporters, time for border and documentary compliance reduced to '
38 hours from 315 hours. For importers, it reduced to 96 hours from -
360 hours,

2022 2021

The number of pre-clearance signatures has gone down to less

than 5 from a previous 25 signatures required, significantly bringing down export clearance time.
Multiple amendments were made to the Customs Act 1968, This was done specifically through Finance
Acts of 2015-2021, all of which combined streamlined the procedures goveming trade and promoted ICT-
led transparency and efficiency. The new processes and policies include electronic submission of
declaration data to relevant authorities prior to the arrival of departure of goods which allows authorities to
process the declarations and release goods immediately upon arrival.

Amendments also include Advance Ruling which enables traders to know beforehand which
classification code or H.5. Code will be applicable for a specific item.This allows traders to have
certainty on how their goods will be treated at customs points and help the stakeholders calculate tariff
costs into the export-import process. NBR s presently migrating to an upgraded version of ASYCUDA
World for greater data exchange faciliies to streamline infra-agency communications and clearance
process,

5.3.8 Paying Taxes

Paying Taxes
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Over 60 percent of respondents mentioned that they found significant bottlenecks in filing and
paying both income tax and VAT in Bangladesh. 76 percent of the respondents mentioned that they
experienced an adverse impact on their businesses due to the current tax environment in the country. When
it came to specifically analyzing adverse impact of the current tax environmaent, it has seen that the affect
was most pronounced for firms in real estate, electronics and light engineering and construction, These
industries have also mentioned that they had to make more frequent informal payments to comply with tax
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Regulgtory predarory behgvior is more prevalan
in nascent sectors and sectors that are less
orgonized. The index results for poying toxes show
that tax environment s less conducive in
emerging secrors such as electronics and light
enginesering, real estate, construction, ahd
transport, storage and communication

regulations than firms in other sectors. On the other hand,
it was reflected that Financial Intermediaries were relatively
more safisfied with the current tax environment in the
country.

A substantial proportion of respondents across all
sectors have mentioned they found the current tax and
VAT rate to high and that reduction in corporate
taxation rate would result in a more conductive
business environment. Divisions such as Khulng,
Rangpur and Rajshahi face the biggest challenge and this

can be attributed to the long-standing complaints and concems by the private sector and experts that the
tax officials cherry pick large tax-payers, majority of whom are located in and arcund Dhaka and
Chattogram, to squeeze out more tax repeatadly rather than enhancing collection by expanding the tax net,

and reducing evasion.

Regarding taxation in Bangladesh, key bottlenecks include high and multiple prevalent VAT rates,
high degree of government revenue dependency on customs duty and advance tax. Although the
government has launched initiatives to streamline and modernize its tax Infrastructures and tax policies,
there is still room for improvement. According to the 2013 World Bank Enterprise Survey, 10.8 percent of
firms operating in Bangladesh identify tax administration as a major obstacle. In addition, 41 percent of
firms report thal they are expecled to give gifls in meetings with lax officlals, well above the regional average
of 19.6 percent. This figure is even higher (48.7 percent) among exporting firms.

The survey reflects that score has reduced to 55.21 in 2022 from

Paying Taxes Scores

68.72 in 2021. Majority of the respondents mentioned that they found out

paying taxes increasingly difficult over the years due to cumbersome filing BE.T2
process. Respondents mentioned making informal paymenis were 55.21
prevalent and the challenge needs to be addressed. Moreover, 76
percent respondents said current tax environment is not conducive to
their businesses and it needs to be reconsideraed. .
2022 202
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5.3.9 Technology Adoption
Technology Adoption
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More than half of the respondents mentioned that they
Technology adoption is siowly but graduall, — invested in a new technology equipment, software, or
gaining pace and o s fasier in secrors win  digital solution for their business functions in the past
24 months. Majority of firms in Financial Intermediaries
and RMG have invested in a technology eguipment or
solution, whereas a handful of firms in Textile, Agriculture
& Forestry and Electronic and Light Engineering hawve
invested in the same, Iimplying lower adoption of
technology in these sectors, One of the key challenges |s a
lack of good domestically available technology solution.
The survey highlighted that the least amount of technology
is deployed in supply chain management of firms as it is
still mostly done manually. Many firms in RMG and financial
sactor have reporled to using advanced technological
technology in. tnese sectors. solutions such as Enterprise Resource Solutions (ERPs)
for digitailly managing inventory, final products, human
resources and generating cost and revenue patterns —
reflecting a high degree of technology adoption in these sectors. Survey further revealed that only 22
percent of respondent firms use digital platforms for making payments implying there is a considerable
opportunity in digitizing payment systems.

greater global integrofion. More than holf of the
respandents mentioned that they invested in o
new ftechnology equipment, software, or digital
solution for their business functions tn the past
24 maonths, Malority of firms in Financial
Intermediaries ond RMG have invested in o
technology eguipment or solution, wheregs o
handful of firrms in Textile, Agricultire & Forastry
ond Electronic and Light Engineering have

invested in the same, implying lower adoption of
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Bangladesh is currently ranked 112" out of 158 countries in the Readiness for Frontier
Technologies Index prepared by United Nations Conference on Trade and Development (UNCTAD).
According to the index, Bangladesh was ranked second among the Least Developed Countries in terms of
readiness to catch up with the latest technologies. It has to catch up with leading technologies including
artificial intelligence (Al), robotics and biotechnology. Large scale technology adoption increases quality
and reduces wastage. Bangladesh has also ranked 116" out of 131 countries in the Global Innovation Index
(GIl) 2021. The ranking has remained unchanged for the country in the past three years. Lack of copyright
registration, i.e., intellectual property protection has been identified as a key area of improvement for the

country.

Technology Adoption score has improved from last year. Many

lrechnology Adoption Scores
60.60

firms have reported to have increased their online presence in the

last one year through social media platforms which was friggered

especially by pandemic lockdowns. Several firms have mentioned

that they have experienced better quality and higher- speed intermet 67.70
this year compared to |last year which has enabled them to betier

utilize social media sites and e-commerce platfiorms to sell their -

products and services.

5.3.10 Access to Finance

2022 2021
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Access to Finance is the least well-performing pillar on
Bangladesh Business Climate Index 2022. 87 percent of the
respondents mentioned that they found significant challenges in
accessing bank loans in Bangladesh, Though the survey revealed
that it was relatively easier to receive loans from MNon-Banking
Lending Institutions, firms still faced significant boltlenecks in
terms of credit appraisal, documentary, and collateral

requirements. These challenges were more exacerbated for micro, small and medium enterprises.
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With regord to sectoral business environment,
the index results put construction os the ane with
migst conducive environment followed by leather
ond tannary and food ond Beverage sscfors
Texties followed by Prormaceuticals and
Chemical on the other hand potnt to most
diffuicht business climate owing to foctars:such
os difficult occess to finarce, low technology

upgrodation, and trade facilitation measures

Majority of the small and medium enterprises have
mentioned that access to finance became more
challenging after the 6-9 percent interest rate band was
introduced. Several MSMESs said that the 6-9 interest rate
band introduced in April 2020 to trigger investment during
the pandemic led to involuntary credit rationing by the
financial institutions. In such a case, Banks and NBFls
preferred giving loans to larger organizations with assets
who can provide collaterals. As per a study by the World
Bank Group, the collaleral requirements for bank loans are
relatively high and it was identified that the value of the
collateral required from the industry was on average 270
percent. This is a significant challenge for MSMEs, and

Bangladesh has a US$ 2.8 billion financing gap in the MSME sector, according to World Bank 2022. 60
percent of women SME's financing needs are unmet and lack of access to collateral is one of the key
hindrances. With nearly 10 million SMEs contributing to 23 percent of the country’s GDP, 80 percent of jobs
in the industries sector and 25 percent of the total labour force — challenges in access to finance for SMEs
can act as a severe deterrent to economic growth if not addressed immediately.

Though the 6-9 percent interest rate band Initiated in 2020, its effects were felt in the past year as
business operations resumed in a full-fledged manner post COVID-

percent whereas lines of credit to large firms were 44 percent, according
to Enterprise Survey 2013. Some of the supply side constraints included 50.78

market imparfections, lack of credit appraisal policies, lack of strong
credit registry, while demand side constraints included the |ack of
financial capabilities and lack of documeantation, and lack of credit rating
from farmal sources. According to MSMEs, these challenges got
aggravated after the 6-2 percet interest rate band as many banks would
require the same type of credit appraisals, documentary and collateral

requirements from MSMEs as large firms.

2022 2021
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Table 27: Top Three Constraints Faced by Business per Pillar Areas in 2022
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Table 28: How Do the Pillars Fare for Different Sectors

MName of Pillars
=i
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a Access to Land
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E% Technology Adopticn
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Pharmaceullcal & chemicals
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Agriculture & forestry
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Transporf, storage & communication

Canstruction

Most Difficult in
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5.4 Sectoral Performance

Yith reqord to sectorel business epvironment,
the index results put constrachion os the ane with
miagst conducive environment followed by leatner
ond tannery and food end bBeveroge sectors,
Textiles  followed by Pharmaceuticals and
Chemical on the other hond point o most
difficult business climate owing to foctors such
as difficult access to finghee, low technalogy

upgrodation, and trede facilitation measures

5.4.1 Food and Beverage

There are currently 12 sectors in Bangladesh which
have been identified as high priority sectors in Export
Policy 2015-18. These 12 sectors have the poiential fo
achieve the government's agenda of increasing export
diversification and becoming an Upper-Middle Income
Country by 2031. It is therefore, extremely essential that
the business climate is conducive for these sectors to
flourish and fuel to the economic growth of Bangladesh.
The performance of the pillars is provided for each of the
saectors and the overall sectoral findings of BEBX are
mentioned below.

Food and Beverage

Infragtructiors | 5.1 1
Starting a Business I 71 19
Labour Regulation I 75, 72
Avallability of Regulatory Information I 7 (09
Paying Taxes I,  ©5.55
Dispute Resolution I 51,09
Accessto Land I -5 O
Technology Adoption I 55 G5
Trade Faclitation I -, /2
Access to Fingnee I 51,55

Mg per the survey, they faced the least number of challenges in access to infrastructure while access to
finance was the biggest constraints faced by them.
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5.4.2 Wholesale and Retail Trade

Wholesale and retail trade

Lsbour Reguiation 72,32
Infrastructure 7013
Avaliability of Regulatory Information bo.87
Startlng a Business 62.20
PRispute Resolution 62.19

AccesstoLand m——sssseessssssssssss———— ] 55
Technology Adoption " S G O
Trade Faciitation | (55
Paying Taxes e — 1.1, 7 5
Arcess 1o Finance I ——— 7 5

per the survey, they faced the least number of challenges in labour regulation while access to finance was
the biggest constraints faced by them,

5.4.3 Textile

Textile

Avaliabllity of Regulatory Information I 7 . G 7
Infrastructure I 7 2
Labour Regulation I, .00
Starting a Business I 5757
Paying Taxes I 053
Dispute Resolution I 40,50
Trade Fadlitation I 7,11
Technology Adopticn I -0
Access to Finance  E— 0 63

As per the survey, textile sector faced the least number of challenges in availability of regulatory information
while access to finance was the biggest constraints faced by them
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5.4.4 Transport, Storage and Communication

Transport, Storage & Communication

Technology Adoption | . 5, 5]
Availahility of Regulatory Information  /—————————————————— £ (0
Startng a Business I 75 58
Trade Facfitation I — — S 74 55
Disputs Resolution I /2. 5[
Infrastructure I 5 S0
Labour Regufation S -], (30}
Faying Taxes M 55, 73
Accast o Finance G G

As per the survey, transport, storage & communication sector faced the least number of challenges in
technology adoption while access to finance was the biggest constraints faced by them

5.4.5 Financial Intermediaries

Financial intermediaries

Labour Regulation . 7 G5
Infrastructure I 7,2 2
Buaiiahility of Repulatory Information | L G2
Starting a Business . 0, (0
Dispute Resolution I 2, 7O
Paylng Taxe: I 50 20
Trade Facilitation I . s
Technology Adogtion I 5 7 (15
Access to Land I O, 5T
Access o Fingnce G 5 4

As per the survey, financial Intermediaries faced the least number of challenges in labour regulation while
access to finance was the biggest constraints faced by them.
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5.4.6 Electronics and Light Engineering

Electronics & Light Engineering

Infrastructure I ;' .
Avallability of Regulatory Informmatiom . ], 5C
Labour Regzuiation I 1. 73
Starting @ Business I (.56
Dizpute Resolution 5 |, 50
Technelogy Adopton N ([ 2
Trade Facilitation - — N £,
Paying Taxe: I 5.3 0I5
Access to Land . 5 91
Access to Finance G G 53

As per the survey, electronics and light engineering faced the least number of challenges in access to
infrastructure while access to finance was the biggest constraint faced by them.

5.4.T Readymade Garments

RMG

starting @ Business I S
Infrastructire . 7.1 1
Labour Regulation I 75,00
Awaitability of Regulatory Information I ] 7
Paying Taxez I 5] .31
Technology Adoption I (), 75
Dispute Resolution I  C 5 S0
Access to Land . 55,16
Trade Facilitation I < 7 93
Accese to Finance I 70,50

As per the survey, readymade garments faced the least number of challenges in starting a business while
access io finance was the biggest constraint faced by them.
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5.4.8 Real Estate, Renting and Business Activities

Real Estate,

Trade Facilitation

Infrastructure

Starting a Business

Labour Regulation

fuaitahility of Regulatory Information
Technology Adoption

Dispute Resolution

Paying Taxes

Access to Finance

Renting and Business Activities

. 093
LI
el
Wkl
I 59.81
I G275
. 5233
_____________________________ JNEUAE
L [EEFE

As per the survey, real estate, renting and business activities faced the least number of challenges in frade
while access to finance was the biggest constraint faced by them.

5.4.9 Agriculture and Forestry

Agriculture and Forestry

Infrastructura

Ruallability of Regulatory Information
Labour Regulation

Siarting a Business

Paying Taxes

Technalogy Adoption

Trade Facilitation

Dizputs Resaluton

Access to Finance

e . ([}
T — D7
T 75 7
T — ], 7]
— (] 5D

I — ],
S 50 73
—— 55 ()
IEEESSSSSSSSSS———— 1550

As per the survey, agriculture and forestry faced the least number of challenges in access to infrastruclure
while access to finance was the biggest constraint faced by them.
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5.4.10 Leather and Tannery

Leather & Tannery

Dispute Resolution I, (S
Augilability of Regulstory Information I ], 4
Labour Regulaticn G 7507
Technology Adoption I (.23
Infrastructurs I O G 1
Starting 3 Businsss I G O
Trade Facllitation I 1,14
Accessto Lland I C-.20
Access to Finance I, C.C0
Paying Taxes GGG 0 47

As per the survey, leather and tannery sector faced the least number of challenges in dispute resolution
while paying taxes was the biggest constraint faced by them.

5.4.11 Construction

Construction

Labour Regulaton I £ 1.03
Infrasfruciure. I (1086
Availability of Regulatory Information | — (), £}
Dizpute Resoluton | mm——— ., 7 5
Starting & Business I (.25
Technology Adoption I 5. (10
Accass to Land I 55 (3
Access 1o Finance I 574 7
Trade Facilitation I 50,05
Poying Taxes I 5 55

Ag per the survey, conslruction sector faced the |least number of challenges in labour regulation while
paying taxes was the biggest constraint faced by them.
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5.4.12 Pharmaceuticals and Chemicals

Pharmaceuticals and Chemicals

Labour Regulztion NG, - O
Infrastructure |, < 7S
Starting a Business |, 3. 14
Technology Adoption [ . 7
Avaliahility of Regulatory Informadon | - -
Paying Tax=s . 771
Dlspute Resalution | 1 ;-

#ccess to Finance [l 4.13

As per the survey, they faced the least number of challenges in labour regulation while access to finance
was the blggest constraint faced by the sector.
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Table 28: Implications of Index Scores for Dhaka and Chattogram as Growth Locations

Dhaka's Position in Chittagong's Pasitlon In

Hama of Pillars 2022 2021 Changa 2022 2021 Change  Top Performer
.'a!‘ Starting & Business (3] 3 ‘ 3 4 " Rajshahi
x Access to Land 1 3 1 4 4 HR Dhaka
o Availability of Regulatory Information 7 5 ‘ B 1 ‘ Mymensingh
l&' Infrastruciure 2 & " 4 1 ‘ Rangpur
E Labour Regulation 1 4 1 5 2 .‘ Dhaka
55 Dispute Resolution 7 4 ‘ 5 3 ‘ Sylhet
41
ﬁ Trade Facilitation 8 4 ‘ 4 1 ‘ Sylhet
a Paying Taxes 1 8 t 2 7 ‘t Dhaka
ﬁ Technology Adaption 4 i mm 3 1 ,‘ Sylhet
ﬂ Access to Finance 8 7 .‘ 3 6 t Sylhet
Key Messages on Implications on Current and Future Growth Centers
= Sylhet tops Divisions with best performer in four out of 10
Indlca_turs. It faras_ _thg best ml access to ﬂ.nan ce, technology St toaping. io. Hotrr. gilor — Inckeetes
adoption, trade facilitation and dispuie resolution. prospects of growth centers beyand Dhaka and

il : amagram
* Dhaka comes a close second as it is deemed a top performer in

three Indicators Including paying taxes, labour regulation and
access to land. Dhaka has improved in the following indicators in
BBX 2022: access to land, infrastructure, labour regulation and paying taxes.

« Chittagong has experienced a dip in performance as it has not been a top performer in any indicator in
BBX 2022. However, Chittagong has improved in three indicators in BBX 2022 in access to finance, paying
taxes and starting a business.



Business Environment Score: Where Do Sectors Stand (Sectors’ Perception of Respective
Business Environment )

'{_Cunstmctionﬁ\ i Laa.thar&q\’ 4 Food and S RMG i Transpnrt.. B rEiaclJ'unicsﬂ'—:\'

Tannery Beverage Storage & Light
Communication Engineering
F ]
AR SR IF AR
' e g
Pillar Scora Pillar Scora Pillar Score Pillar Scora Pillar Scora Pillar Score
66.02 65.33 62.62 62.31 61.93 m
e R R 2 % e o N By
f Financial B rReaI Estatﬂ.,‘\‘ II(-‘-'...".l'h-l::tIl?::_vnih‘.l&.;-\\I « Agril‘;ultureq\" 'ghn.nnaueuﬁc;i} ( Textile B
intermediaries Renting & retail trade and Forestry & Chemicals
Business
° ¥ - ".— - =
2 | S | B | B B
Pillar Scors Pillar Scora Pillar Scoro Pillar Score Pillar Score Pillar Score
60.82 59.33 58.84 58.22 52.24 48.02
. il ool = N 5 o o g

fy

*Construction and Real Estate, Renting & Business are separate sectors as reflected in BES. Details in Chapter 3

@ The above lable portrays the average score of the ten indicators for each seclor.

@ The BBX 2022 reveals that the Construction sector has an average indicator score of 66.02'% which
implies that the sector perceived of itself of that progress has been made; however much more
needs to be accomplished.

® The Textile sector have scored the least in terms of average indicator score relative to other
sectors, i.e. 48.02"". While this appears to be wholly counter-intuitive in view of the fiscal and
policy support framework for these sectors, this Is the perception of firms in the seclor
themselves.

1 The Construction sector has the highest score of 66.02, indicating the sector perceives that it has the best business
environment among comparators. The sector scored above 80 in three indicators, e, avallability of information,
infrastructure, and labour regulation. Also, the sector scored below 80 in four indicators; Le., access to land, access
to finance, paying taxes and trade facilitation. The construction sector faced the least number of challenges in labour
regulation while paying taxes was the biggest constraint faced by them,

41 The Textile sector has the lowest score of 48.02, indicating that it has generally complex business environment.
The sector scored abaye 60 in four indicators, i.e., availability of regulatory infarmation, infrastructure, labour
regulation, and starting a business, The sector scored below 40 in three indicators, i.e., trade Facilitation, technology
adaption, and access to finance, The textile sector faced the least number of challenges in availability of regulatory
information while access to finance was the biggest constraints faced by them
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Chapter 6: Conclusion and Recommendations

Bangladesh's tailwinds have been characterized by a dynamic and trainable demographic dividend,
strong remittances, and exports; however, the country needs to increase private investment
including Foreign Director Investment to materialize the next set of ambitions. For Bangladesh to
transition into an Upper-Middle Income Country by 2031 and a Developed Country by 2041, private sector
investment needs lo increase from 23 percent to 27 percent of GDP by FY2025. Moreover, the proporlion
of FDI needs to increase to 3 percent of GDP in the same period. Private sector investment has been
hovering between 22 to 23 percent over the last decade and Iriggering private investment reguires
enhancing Bangladesh's Business Climate which encompasses factors such as starting a business, access
to land, availability of regulatory information, infrastructure, labour regulations, dispute resolution, trade
facilitation, paying taxes, technology adoption and access to finance. Significant and effective
improvements and reforms in these areas will lead to an increase in private sector investrnent which is
crucial for attaining a sustainable economic growth rate trajectory of over & percent.

For Bangladesh to attain its economic aspirations, itis crucial to target the correct reform measures
and go into a more coordinate phase of policy making. In this regard, understanding the experience
and perspective of businesses is essential. As business environment is dynamic, understanding it requires
real lime monitering and analysas of structured data however the country has a stark lacking in structured
data relating to business environment, especially across different sectors. Thus, analysis of structured data
from businesses is essential which can help to formulate the appropriate policies to boost private sector
investmant. This dala is also crucial in providing policymakars with a tool to address the binding constraints
in particular sectors. In this regard, Bangladesh Business Climate Index (BBX) is a pioneering effort to
provide a thorough understanding of the constraints faced by the private sector as told by the sector itself.
Moreover, analyses of structured data on various plilars of the business climate helps policymakers to
understand which areas are most important for the private sector and thus priaritize reforms.

6.1 Recommendations

6.1.1 Fostering Broader Policy Support to Transition to the Next Stage of Growth
Ambition

Given Bangladesh's ambitious economic growth targets and export diversification agenda,
accurate identification of business environment constraints and consequent setting of the right set
of policies is crucial. Attaining a sustainable economic growth rate trajectory of & percent would require
the country to tap inlo its potential. Bangladesh has tremendous potential to become more productive and,
therefore, more competitive. In this regard, introducing the right set of policies across a number of areas
can help the country become more integrated and alobally compelitive across a broader speclrum of
industries which will result in accelerating economic growth, further reduction of poverty and creating gainful
employment to 2.2 million people entering the workforce every year. To realize its ambitions, Bangladesh
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needs to improve business environment, create policies to beller connect o the Glokal Value Chains,
strengthen firm capabilities and maximize benefits of agglomeration.

The prevailing business environment in Bangladesh is yet to fully support the country's vision for
an Upper-Middle Income Country by 2031. The country’'s regulatory environment is a complex maze with
23 government agencles providing investor services. To start and operate a business, an investor may
need to secure up to 150 approvals from various agencies. Incoordination among these agencies results in
duplication of information for several requirements. This leads to an increase in cost and time for receiving
approvals and thus adversely affects growth In private investment. Although reforms have beean made lo
reduce time and costs to start a business over the last two years, there are still clear regulatory and
administrative challenges for businesses. This poses significant rsks for business operations and lowers
the averall investment aifractiveness and compelitiveness of the country, thus stalling the process of
economic diversification.

To improve the business operating environment of Bangladesh, several archaic laws that govern
business houses need to be modernized. Modernizing archaic laws such as the Companies Act,
Bankruptey Act, improving govemment service delivery through establishing effective One-Stop-Shop
(053), strengthening contract enforcement through introduction of Alternate Dispute Resolution (ADR) and
faster disposal of commercial cases, and strengthening regulatory governance through the intreduction of
systematic tools such as Regulatory Impact Assessment (RIA), are some of the critical policy measures to
improve the business operating environment of Bangladesh., Moreover, the current investment promotion
agencies need to perform institutional strengthening and carry out a stronger investment promation strategy
to attract private investment and FOH.

Promoting Bangladesh invesiment potential opportunities in a systematic manner is of essence as
there is a national target to increase FDI to US$ 15.8 billion by 2025. In this regard, it is extremely important
to provide capacity building to Investmenl Promolion Agencies such as BIDA, BEZA, BEPZA, BHTPA,
FPPA and BSCIC so that they can deploy new generation promotion mechanisms for strategic investmeant
promotion. 1PAs in Bangladesh focus most of their effort on regulation, meaning that performance in
identifying priority sectors. desianing a shelf of projecls, targeting priority inveslors, and converting investor
interest into actual investment is very limited. BIDA as the prime investment promotion agency needs to
focus efforts on providing handholding and after care services to both domestic and foreign investors, Apart
from providing certain services, BIDA must focus on pulling in strategic investment into the country, by one-
on-one networking with potential firms and positive image building exercise of Bangladesh.

Modernization of acts that acutely govern businesses such as Companies Act 1994, Competition
Act 2012 and Import and Exports Control Act 1950 is crucial for improving business climate. The
Companies Act was amended in 1984 to include a few new provisions related to audits, but the fundamental
sections of the law remain from the original Act from 1913. While the body of the Act still suffices for
company matters, nevertheless certain amendments are required to make it more effective and relevant,
e.q., inclusion of a proper framewaork for restructuring, mergers and acquisition of companies, and a more
time and cost-efficient framework for winding up companies. New laws also remain only partially
implemented. For example, the Competition Act was enacted in 2012 — however, this Act, which impacts
anti-competitive practices and therefore directly relates fo consumer wellbeing, remains unimplemented.
There are many legal requirements for licensing or certification which are only relevant now for the authority
concerned to levy fees; for example, the many different kinds of Import Registration Certificates under the
imports and Exports (Control) Act 1950 which were relevant at the time of licensing-raj, and for which up to
12 different documents are required, are no longer appropriate, and importers should be able to obtain a

5 |Fage



single import registration certificate. Prevalence of an outdaled legal framework leads directly to a complex
licensing environment for business.

6.2 Indicator-specific Recommendations

6.2.1 Starting a Business

Developing an effective, end-to-end, and complete One Stop Service (0SS) model that ensures full
set of services among all relevant institutions required for starting and operating a business.
Countries like Macedcnia, Azerbaijan and Egypt have achieved positive results by implementing an 0SS
which is intercperable with other agencies. Evidence of several economies shows that establishment of a
comprehensive OSS system for regulatory service delivery reduces the average time and number of
procedures needed to deliver services. Although Bangladesh has enacted an 0SS bill in February 2018
and set up an 0SS for investor services, it Is yet to provide the full set of services needed by an investor to
slart and operate a business in Bangladesh,

Development of Standard Operating Procedures (SOPs} would not only reduce the regulatory
burden but also bring in predictability in regulatory service delivery resulting in higher investor
confidence. The approval process of different agencies should be reviewed to identify bottlenecks and
basad on the analysis new pracesses can be developed to reduce the existing requlatory burden. An SOP
for each simplified process should be developed o detail the roles and responsibilities of each government
staff member associated with the service delivery, provide details on each step and the peaple, who are
responsible, create a specific timeline and establish the documentary reguirements, fees etc. Once the
processes have been simplified, automating them will minimize the number of visits by an investor to
different agencies for obtaining services and reduce unnecessary delays in the approval and inspection
process. This will bring more ransparency to service delivery.

Introduction of systemic methods such as Regulatory Impact Assessment (RIA) and Feedback Loop
are extremely important for assessing the overall impact of regulations to businesses and taking
businesses’ feedback into account for improving quality of regulatory service delivery. RIA is a
systemic approach fo critically assess the positive and negative effects of proposed and existing regulations
and non-regulatory alternatives. Introducing RIA which iz a tool for evidence-based policy making, would
be critical in evaluating the impact of a regulation on a business, Setting up an RIA unit at a central ministry
will be helpful in introducing the concapt in the law-making process of Bangladesh. Moreover, building RIA
capacity at the central unit and the agency level to conduct RIA for upcoming bills or amendments will also
be helpful in integrating RIA for persistent impact assessment of regulations. Similarly, introducing a
'Feedback Loop’ will help to receive feedback from the private sector about problems faced when recelving
regulatory services. The feedback will help the government identify gaps between service delivery quality
and targets and take action to address this. The government is already taking steps such as introducing
the Legisiative Impact Assessment (LIA) into Bangladesh's lawmaking process.

Establishment of a risk-based approval and inspection system and introduction of an online portal
containing all information relevant to regulatory delivery will make better use of resources and
speed up service delivery. Introducing such a system will improve service delivery significantly as it will
focus on actual risks, and low and medium risk applications will get faster approvals. The system will also
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allow the inspectorate to focus more on high-risk activities and on cases of non-compliance. It will save
resources for both the public and private secior, as low risk and compliant operations may face fewer
inspections. Moreover, introducing an online information portal containing all information relevant to
regulatory delivery requirements and procedures. The online portal will bring more transparency on
documentary requirements, fees, procedures, forms ete, It will also help an investor produce a more correct
and complete application for a service. Many delays occur because of incorrect and/or incomplete
applications, the submission of more accurate and complete applications will help a government agency
process them faster.

Integration of the gender dimension in regulatory service delivery will help to facilitate more gender
inclusive regulations. The govermment should develop a strategy to ensure paricipation of women-
owned/led businesses in the relevant law-making process. One of the machanisms could be to encourage
women enfrepreneurs to participate in the regulatory consultation processes. Policymakers may consider
making it mandatory to send relevant bills or drafts to business membership organizations representing
women businesses for review and input before finalizing the bill. They may also commission research lo
better understand challenges faced by small and medium enterprises owned by women.

Introducing a system that accommodates innovative business activities and start-ups. It is important
to have an adequate understanding among policymakers regarding new business ideas and start-ups, far
example in areas of disruptive technology which has helped shift the way people do things, such as Uber
or Alrbnb (transportation, hotels, ete.), to be able to prepare appropriate regulations and hence encourage
innovative businesses and start-ups to enter and operate in the country.

6.2.2 Access to Land

For the public to be informed about the expected regulatory delivery timeframes and cost for
property registration procedures, it is important to make service standards publicly available, both
online and at the service offices of the Land Offices and SROs. In Bangladesh, information on the
necessary requirements to carry out property transactions — including applicable fees, or lack thereof - can
be obtained only by visiting the relevant agencies in person. Together with the following recommendation,
this would lead to a fransparent system where all land-refated information is publicly available, subject to
legal confidentiality requirements, procedures are clearly defined, and information on fees and service
slandards Is easlly accessed. Such aclions are key lo keeping transaction costs low and guarding against
discretion, informal payments, and other abuses.

Increasing transparency of the system can be attained by publishing statistics on land disputes and
statistics on property transfer transactions. Another action that would improve the transparency of the
system is to design a mechanism to keep statistics for land disputes not only at the administrative level but
also at the court level. Currently no official statistics on property transfer transactions (e.g., number of
transactions per year) are made available to the public. With the objective of improving transparency, it is
recommended that Bangladesh implement the publication of such data.

Conducting cost-benefit analysis and assessing feasibility of reducing the fees at the Sub-Registry
Offices. The total cost for transferring property in Bangladesh is on average about 7 percent of the property
value. In Dhaka the cost is around 6.4 percent of the property value while in Chittagong is 7.7 percent, due
to a difference in local government taxes. In the top ten countries in the world where it is easiest to transfer
property, the average transfer cost is just 0.07 percent of the property value. Although some progress has

97 |Fage



been made in fee reduction in over the last two years, such as reduction of stamp value from 3 percent to
1.5 percent of the property value, the levels of stamp duty remain comparatively high by international
standards. In this regard, the government could assess the possibility of reducing the tax rate for the stamp
duty and gradually reduce reliance on the transfer properly tax as other forms of taxing immoveable
property become more viable. This reduction should be dane in conjunction with the implementation of a
simple, annual property/real estate tax and sound valuation methods,

Increasing access to and preservation of property records should be initiated by
computerizing/digitizing all land records and property title registration. Currently all property records
are kept on paper, which makes their preseryation precarious and access difficult. By digitizing the existing
paper records, the government could ensure security of property titles through easily accessible records. It
would also ensure a less cumbersome mathod of transferring ownarship. The process of computerization
can be implemented in three phases lo make it more manageable:

® Firstly, the scanning and indexing should start from the new transactions. This can be
done both at the Land Offices and the SROs,

® Secondly, the scanning should begin with transactions that have been completed in
the past few years for both the Land Offices and the SROs.

@ Finally, all archives should be scanned including the Balam Books for a period of 25
to 30 years.

6.2.3 Availability of Regulatory Information

Easier access to regulatory infermation online, such as fee schedules, is associated with greater
regulatory efficiency, lower compliance costs and better regulatory quality for businesses.
Introducing an online information portal containing all information relevant to regulatory requirements and
precedures would be effective in increasing regulatory efficiency. The online information pertal will bring
more lransparency on documentary requirements, fees, procedures, forms and the like. It will also help an
investor produce a more corect and complete application for a service. Many delays occur because of
incorrect andior incomplete applications and the submission of better applications will help a governmeant
agency process them faster. Authorities should be more proactive to develop more detailed and user-
friendly guidelines for applicants. They could introduce and publicize in plain language the guidelines for
the overall process to guarantee public access of informiation, such as:

i.  Key steps in a permit process from beginning to end.
ii. Key agencies involved,
iii.  All required documents that need to be submitted for each approval.
iv.  The names of all cerlificates, permits and approvals required in the process.
v.  Timeframes and fees associated with the various approvals.

Introducing and publishing a regulatory calendar at the beginning of a fiscal year that would indicate
all upcoming laws for the year. This will help businesses greatly in foreseeing a regulatory scenario that
Is relevant to thelr respective businesses and take measures accordingly. This will also help in reducing
regulatory unpredictably for businesses. Increasing regulatory predictability by publishing all upcoming laws
for the fiscal year will help businesses to make better projections of their operations, costs, revenues, and
profit.
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6.2.4 Infrastructure

Strengthen institutional and implementation capacities to leverage private investment and
participation through Public Private Partnerships (PPPs) for infrastructure service provision. In light
of Bangladesh's limited fiscal resources, a greater use of PPP instruments could unlock much-needed
Irvestment in infrastructure, Increasing implementation capacity in the relevant entities such as the Public-
Private Partnership Authority (PPPA} and implementing line ministries is a foundational step fowards
adopting PPP instruments, It is also important to increase structuring experience and understanding of risk
sharing between public and private entifies, and bankability requirements for projects. Moreover, it is crucial
to have effective coordination between the PPPA and line minisiries in aspects like project evaluation and
Implementation. Transparency regarding G205 agreements is very essential, in which ambiguity may lead
to loss in investor interest and suboptimal projects.

Financing infrastructure projects by sovereign bond issuance is an option which Bangladesh can
delve into and assess the pros and cons further. The government consider issuing sovereign bonds in
the international capital markets in due time so that there is an adequate benchmark against which
sovereign risk will be priced. This could also include bonds by state-owned enterprises with sovereign
backing. This could facilitate the issuance of offshore bonds by Bangladeshi companies operating in the
infrastructure space to tap into a new source of financing. This should be considered after the turbulence
exerted by COVID-19 on global financial markets wanes,

Developing domestic capital markets and issuance of local currency bonds offshore will support in
generating funds for infrastructure financing. Bangladesh's bond market represents 12 percent of its
GDP with government bonds dominating the market. The private equity industry is nascent. As a resull, the
power companies, for example, mostly fund the projects through accumulated earnings or multilateral loans,
both of which are limited. They therefore often resort to financing long-term projects with short-term
financing, causing asset liability mismatches. On the other hand, bonds that are issued In local currency is
an attempt to shield issuers from currency risk and transfer the risk to investors buying the bonds. The
coupon rate depends upon factors such as the issuing entity's country rating and currency stability.

More dynamism can be created in the power sector by enacting private power sector transmission
policy and enhanced cross-border energy trade. It is essential for Bangladesh to develop and enact a
private sector power transmission policy and implement a pilot PPF in the transmission and distribution
sector. Moreover, the country can maintain active dialogue with neighbor countries on cross-border energy
trade to further align regulations and mobilize required investment from various sources in cross-border
transmission. The country can gradually prepare to move o a cost-reflective tariff structure and gradually
corporatize public utilities.

Although Economic Zones are addressing a critical problem of serviced land availably, Economic
Zones program require faster implementation and adjusting model by emphasizing more on zones
for multiple tenants rather than zones earmarked for single business conglomerates . The
Government can cooperate with private firms to develop plug-and-play Industrial zones with research and
development facilities, waste disposal and recycling facilities together with investment In infrastructure to
better connect and equip secondary cities. BEZA is developing a self-contained industrial city -
Bangabandhu Shelkh Mujib Shilpa Nagar (BSMSN) - in the country’s southeastern part to encourage
industrial clusters and economic and export diversification. The promising Zzene is being developed on
30,000 acres of land. Consideration should be given to rationalizing or at least coordinating the agencies
that are involved In providing logistics Infrastructure and services. Zones selection will need to be based on
careful feasiblility studies and competitiveness analysis. The special economic zones can play a useful role
in alleviating land constraints, given the congestion in both Dhaka and Chittagong.
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6.2.5 Labour Regulation

Current curriculum and training modules must be aligned with market needs as the market
experiences a continuous upgradation of technology. Bangladesh Industrial Technical Assistance
Centre (BITAC) provides basic skills programs; however, the curnculum and training modules often does
not comply with market needs due to the constant upgrading of technology. Although, Technical and
Vocational Education and Training (TVET) offered by government has grown over the last two decades,
the share of women enrolments has remained low. A robust skills-development ecosystem with participation
from industries and well-funded training programs is needed to address the shortage of skilled workforce
which is a critical element in economic diversification in the country.

A study can be done which will determine where the key opportunities are for semi-skilled workers
and training curriculums should be set accordingly. The government may conduct a study on where
the key opportunities are globally for semi-skilled workers. Upon identification of the countries and sectors,
a training curriculum must be created that is aligned with alobal standards and thorough training should be
conducted. This will provide an opportunity for workers to get trained and earn more and ultimately send
more remittances back to the country.

Learning levels must be reliably benchmarked across years and across international comparators.
As such improving learning measurement should be performed at the primary and secendary levels. This
can be done so that learning levels can be reliably benchmarked across years and across international
comparators by strengthening the national student assessments to improve both policy and practice.
Moreover, it is important to imprave overall management of teachers — selection, recruitment, pre-service
training, conlinuous professional development and assessment — al all levels of education. Harmenizing
the national qualification frameworks across general and technical education is required to support
articulation between general education and TVET.

The skills eco-system requires several policy and strategic initiatives which are as follows:

= Developing Long-term Skills Strategy/Master plan/Program  Aligning with MNational Growth
Strategies and Projected Key Growth Drivers.

* Public Private Parinership in delivery of skills. This is critical in high skills matching and high
employment oulcomes.

*  Employment-linked performance-based financing of skills program. This would yield better
employment outcomes.

«  Greater business orientation of Private Training Providers.

«  Developing common strategy for the development of occupational standards, curriculum and
training materials through the official channels (ETEE).
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6.2.6 Dispute Resolution

Enforce the mandatory mediation provisions through adoption of the administering rules to support
the implementation and create of the necessary infrastructure to operationalize mediation. The
implementation of mandatory mediation ifself is expected to reduce the time and cost for commercial
dispute resolution in Bangladesh. It is also expected to reduce cost per claim significantly, which is very
high in Banaladesh compared to neighboring countries. Although the Code of Civil Precedure incorporates
pravisions for mandatory mediation, implementation has been lacking due to the absence of the
implementing regulations. These necessary rules to administer mandatory madiation have not yet been
appraved, They would also provide excellent scope for implementing courl referred mediation given the
existence of a private center. Implementation of mandatory mediation is also made difficult due to the lack
of resources to properly implement it. There are very little resources in the country to mediate the large
number of civil cases. currently pending before the courts.

Establishing time limits for certain stages of court cases and monitoring compliance. In commercial
cases a long delay can equal a loss, regardless of the final outcome. Bangladesh could make significant
gains in court efficiency by setting mandatory time standards for key events of commercial disputes (e.g.
the filing of a plea or the submission of the final judgment). Time standards should feature mechanisms for
the creation and enforcement of realistic schedules and should also include regulations on granting
adjournments and continuances. Judges should take an active role in moving the case towards resolution
by setting deadlines for evidence gathering and limits on the number of adjournments permitted.

Amend the Bangladesh Arbitration Act 2001 to improve implementation. The Arbitration Act broadiy
includes important aspects of international good practice, but it does not follow the latest developments in
international commercial arbitration. It is advised that several amendments be introduced to ensure that the
Act provides a modern framework for international arbitration in Bangladesh. A major factor inhibiting the
effectivenass of arbitration In the Bangladash context relates to the process for enforcement of arbitral
awards. This process should be made short and effective, strictly enforcing the crileria for challenging an
award, thereby not allowing a full re-hearing of the matter in contention at the stage of enforcement of an
award. Earfier in the process of arbitration itself, there is significant scope for elimination of delays by
amending the Arbitration Act 2001 to include mandatory deadlines for the appaointment of arbitrators, and
eliminating interim injunction orders in foreign arbitrations.

Establish a dedicated commercial bench within the High Court and designate specially trained
judges. The concept is not new in Bangladesh as the government has implemented the Money Loan Court
(MLC) within the civil court procedure to resclve financial disputes. Dedicated systems for commercial
cases can make a big difference In the effectiveness of a judiclary. Having specialized commercial courts
or divisiong reduces the number of cases pending before the main first-instance court and thus can lead to
shorter reselution times within the main trial court—one reascon that economies have sometimes introduced
specialized courts as a case management tool. But the benefits do not end there. Commercial courts and
divisions tend to promote consistency in the application of the law, increasing predictability for court users.
Moreover, judges in such courts develop expertise in their field, which likely leads to faster and more
gualitative disputa resolution.

Introduce case management and court automation at both the High Court and lower court levels. A
case management system is the aggregate of the processes and resources used fo facilitate the progress
of a case from filing through to its ultimate disposition, Stakeholders report that some form of case
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managament system is in place al both the High Court and subordinate courts, but that this system is not
automated. Given the reported heavy caseloads in Bangladesh, it would be helpful first to review existing
case management systems to ensure that they are operating effectively, and then to consider resorting fo
autormation to maximize data collection and efficiency.

6.2.7 Trade Facilitation

Streamline documentation requirements. Paperwoerk requirements to import and export in Bangladesh
remain onercus. A significant proportion of Bangladesh's cargo clearance procedures continue to be
managsad manually requiring submission of multiple copies of documents at the various regulatory agencies
involved in international lrade. Despite some automation azsociated with the submission and processing of
customs declarations, much of the overall process remains paper-based and inefficient, resulting in a layer
of complexity and delay for border clearance. the Government could explore ways to further streamline the
documentation requirements (eliminating, merging, or accepting copies), and determine the function and
need of each one through a mapping exercise across all relevant agencies. Streamlining the number of
documents would significantly reduce the administrative burden on traders. In the longer tarm, further time
savings could be obtained using electronic documents.

Improve Bangladesh Trade Portal and setting up a National Enquiry Point for Trade. The Bangladesh
Trade Portal (BTP} was launched in March 2016. This website contains all the information required by
traders (Importers, exporters, freight forwarders, and transport operalors) to discharge the regulatory
obligations required by all the Bangladeshi government agencies involyed in the control of imports, exports,
and transit movements. Further enhancements will be needed to ensure that contant is kept up to date.
Setting up a National Enquiry Point for Trade will also help Bangladesh to meet a key requirement of WTO
Trade Fagcilitation Agreement.

Promote the e-payment system and facilitate large value transactions. NBR introducaed an electronic
payment system in 2012, which enabled electronic payment of income lax, VAT, and cusltoms duties.
MNavertheless, take up of the e-payment system by traders has been low, and the Government could take
further steps to raise awareness, incentivize traders to use the facility, enforce strong security measures,
and promote taxpayers’ confidence in the system. NBR could go further in fully incorporaling this payment
solution in its e-filing system, developing direct debit arrangements with commercial banks to make large
value payments easier, and enabling clearing & forwarding agents to use prepaid accounts for export
related payments.

Develop a fully operational National Single Window (NSW) for trade, connecting all relevant
agencies and fully automating all trade-related procedures. A coordinated border management and
clearance process is an essential element of trade facilitation and may result in a reduction in the time and
cost o trade across borders. An electronic national single window (NSW) system allows trade profassionals
to carry out all their transactions through a single online portal. The results of such applications can be fed
automatically into the clearance system to inform authorities, and also advise the applicant. This
significantly speeds up import and export process. improves accuracy, and reduces opportunities for
discretion. Although regulatory NSW systems vary in their functionality and complexity, the best single
windows systems link customs, banks, technical control and permit issuing agencies, freight forwarders
and traders into a single platform, allowing the exchange of information and automated processing and
approvals in real time. This results in faster approvals, reducing microeconomic costs for Bangladeshi firms.
The development of NSW has initiated in Bangladesh and is expected to be completed by 2024.
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Reduction of regulatory and supplementary duties — otherwise known as para-tariffs on raw
materials as well as finished goods can support in encouraging more trade and thus increase
private investment. Bangladesh can intensify its frade and hence increase private sector investment
including FDI by taking certain targeted policy measures. The country can improve competitiveness by
reducing para-tariffs such as supplementary and regulatory duties on raw materials and can be more
harmonized with comparator countries. Developing broad-based global value chain capabilities through
policy measures such as reducing average rates of protection and harmonizing tariff schedules across all
intermediate and final goods, facilitating easier and faster imports for exporters (e.g. through better
functioning bonded warehousing schemes), introducing better standards and product market regulations,
strengthening trade and infrastructure logistics lo reduce customs clearance and transit times and thus
resulting in lower costs of production, and adopting a sector-based roadmap for tariff modemization will be
needad. The country can also have a stronger competition policy and protection of consumers from
predatory business praclices.

Revise bonded warehouse policies which will induce exports in sectors outside of RMG. Currently,
the RMG sector receives the advantage of bonded warehouse licenses with which it can import raw
materials duty-free in the country. Although other non-RMG export sector Is supposed to get this facility, in
reality — getting approvals for licenses, its renewal and maintenance of bonded warehouses outside the
REMG sector is challenging. Thus, revising bonded warehouse policies and expanding facilities for non-
RMG sectors to bring them into line with the regime that governs RMG s extremely essential.

Container movement can be encouraged by taking certain initiatives such as increasing port
capacity, construction of a dual track line between Dhaka and Chittagong and improving transport
services. Approximately half the cargo passing through the Port of Chittagong Is containerized, but less
than 15 percent of the containers are moved Inland. The rest are kept either in the port or in privately
operated inland container depots {ICDs) outside the port, subject to government regulations on size and
maximum distance from port. The stripping of containers (around 60 percent of the export and import
containers) adds to handling costs. The following recommendations should be implemented:

@ Adopting a coordinated strategy fo improve performance of the Dhaka-Chittagong comidor
{including infrastructure, and transport services).

@ Construction of a dual-track line between Dhaka and Chittagong to encourage container movement
by rail, and construction of a four-lane road.

® |Increasing porl capacity by quickly developing Bay Container Terminal and Patenga Terminal in
Chittagong, dredge relevant sections of the inland waterway network, modernize the vessel fleet,
and invest in handling equipment and dredging to promote the use of inland water transport system
for container movement.

6.2.8 Paying Taxes

Simplification of tax reporting forms. The common perception from the private sector s that tax forms
are too lengthy and complex, especially for SMEs. A review of current tax forms could be undertaken to
identify opportunities to reduce the number of fields and make them more intuitive. With the use of
technology, opportunities exist to strengthen pre-populated forms and include automatic checks on possible
errors by the taxpayers when completing the forms. Involving entrepreneurs and professional associations

03|Page



in the enhancement of the existing system could help reveal the crilical aspects to improve its user-
friendliness.

Educate taxpayers and tax professionals on the tax system. One of the biggest obstacles in paying
taxes for small businesses is the lack of basic knowledge and information. MBR can fill this gap by
providing capacity building and training for entrepreneurs lo help them befter understand the lax rules.
Tax education is particularly important following significant reforms of the tax system, such as the
Intreduction of the new VAT law and electronic filing and payment platforms. NER could continue
organizing regular tax fairs to promote and explain its reforms. In addition, the tax administration could
strengthen its outreach education initiatives by:

publishing help manuals on the forms on its website.

providing free, downloadable software for preparing tax returns,

organizing live phone-in guestion-and-answer sessions with accountants,

distributing CDs with software and help content to accountants, trade bodies, and professional and
business associations.

organizing meetings and seminars with taxpayers and tax practitioners.

answering taxpayers’ gueries by phone and e-mail at the call center,

Fully implement the new VAT Law which makes the VAT refund process more efficient. Complying
with VAT refund processes take 53 hours on average in Bangladesh, while receiving the refund takes 20.2
weeks. The Bangladeshi tax administration does not permit refunds outright and requires businesses lo
carry forward the claim and offset the excess amount against future cutput VAT, Under the current system,
businesses also must file separate claims to obtain VAT refunds, and VAT audits are likely. If fully enactad,
the provisions on refunds included in the new VAT law would speed up VAT refund processes and minimize
compliance time. Under the new system, VAT refunds will not require to lodge a separate refund claim form
or provide additional documentation at the time of filing the monthly VAT return. Refunds will be determined
based cn the information provided in the companies’ moenthly VAT returmns, The Commissioner will have to
provide taxpayers with explanations for rejecting or putting their claims on hold. Refunds will otherwise be
issued automatically by the new system.

Modernize the tax administration. Currently, the tax authorities in Bangladesh are organized in three
separate branches, with each branch in charge of the administration of one tax. To comply with their tax
obligations, businesses must interact with the three wings of the National Board of Revenue: inconie tax,
VAT, and customs. Each branch keeps a separate account for each taxpayer, and obligations or cradits
are not transferable from one account to another. Instead of having one administration per tax, reorganizing
the tax authorities along functional lines would ensure efficiency and provide a more user-friendly system
for taxpayers. As NBR tax wings are currently operating In an isolated manner, they don't have the right
incentives to develop and implement an integrated risk management approach. Therefore, reocrganizing
MBR along functional lines would also sase the implementation of an integrated risk management system
for the entire tax administrations. Some of the tax administration reforms are below.

Digitalization of the overall tax system in a systematic manner is a must. Records should be maintained
in such a way so as to reduce intermediaries that lessen the chances of human error.

Reliance should be increased on Information Technology — big data, real time analytics, mobile apps,
social media, etc.

Self-assessment of taxes should be promoted. Paying taxes should be made simple and not considered
a headache,

Efficiency of tax audit strategies should be increased while reducing the risk of leakage.

Segmentation of taxpayers could benefit overall tax collection, Every group will require a different
approach,.
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6.2.9 Technology Adoption

The cost of internet and importats of technical knowledge transfer needs to be reduced. The Digital
Bangladesh iniliative has baen largely successful but more work naads to be done, principal of which is
reducing the cost of internet connectivity in Bangladesh which is higher compared lo neighboring countries.
The limits on tax- deductible expenditure for technical know-how and royalty payments, as well as limits on
freely remittable costs on these accounts which are refersnced to profils and turnover hamper in particular
new companies’ technology. Technology adoption is hampered by the need to pay for essential knowledge
transfers. These limits should be reviewed and increased substantially, as well as belng removed for new
companies for the first 3-5 years of commercial operation, by amendment of the Income Tax Ordinance,
1984 and the Foreign Exchange Guidelines of Bangladesh Bank.

Additionally, Bangladesh needs to improve its technology extension system to improve the
modernization of more advanced firms and sectors. This is relevant to industries such as
pharmaceutical which would benefit from more advanced capability support- including help in obtaining
appropriate sector-specific technologies- while still needing support on organizational capabilities. This
needs public support for inter-firm and industry-science coordination to address the high sunk costs entailed
in locating appropriate technologies and the need for R&D for adapling them to the local cantext.
Technology extension should go hand in hand with public infrastructure for piloting and testing new
technologies, and public research institutes.

The government must also address the challenges associated with market access and institutions
and leveraging connectedness. Wider public investment and reform efforts to upgrade firms should focus
on leveraging intemational connectedness, strengthening contract enforcement, and building up
foundalional skills, STEM and engineering skills. This includes improvemenl in basic technology
infrastructure, such as quality standards and testing facilities and serviced industrial land.

Inadequate mobile network coverage has been a hindrance. Most respondents have reported that while
acquiring intermet connection was moderately easy, the guality of mobile internet coverage has been poor.
Therefore, mobile companies should take Initiatives to improve their coverage.

Government mechanisms need to be strengthened to better target direct support for innavation and
technology adoption. There exists a mismatch between the current provisions of government support and
the firms' needs to unlock the potential of technology. While uncertainty of demand, unclear economic
benefit of new technology, lack of informalion on what is available, and lack of knowledge of how o acquire
it are all among the top obstacles firms face to adopt new equipment, machines, or software, more than 70
percent of government support takes the form of tax incentive. Moreover, there is a dearth of information
about government programs to support technology adoption in firms itself, leaving out potential beneficianes
and undermining the effectiveness of government support programs.
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6.2.10 Access to Finance

Implementing a modern resolution framework for distressed assets will be critical to addressing
the current problems in Bangladesh's banking sector. Such a framework would help eliminate the stock
of bad debt. This, in turmn, would improve the efficiency and stability of the Bangladeshi banking system and
insulate the economy from macro financial shocks. Putting in place a clear and efficient NPL resolution
framework would send a powerful signal to international and domestic investors, which are carefully
walching Bangladesh's banking seclor given iis favorable fundamentals and upside polential from the
efficiency gains. There have been discussions of a new bankruptcy law In Bangladesh, but these are still
in the discussion phase. Meanwhile, the country is relying on the cutdated Bankruptcy Law of 1897, which
does nol provide a coherent resolution framework.

A proper NPL resolution process is essential which would entail a framework for early recognition,
reporting, and time-bound resolution of stressed assets. First, an asset quality review is needed to
understand the depth of the problem, followed by the Introduction of strengthened regulations for loan
classification, provisioning, and write-offs. An early recognition of these problems, where incipient stress is
recognized, will be key. Second, there will need to be a system of regular reporting about these problems
to the regulator. Third, there is a need to address the NPL stock using public and private asset management
companies (AMCs), professional recovery entities, NPL servicers, and bank restructuring.

It will be also important to address not only the existing stock of NPLs, but also their flow. It will
require addressing the problem of willful defaulters and related party transactions. In 20139, BB
formed several commitiees to make recommendations on how lo reduce default leans and punish
defaulters, but no substantive actions have yel been undertaken. It will also require strengthening
supervision function of BB, Increasing uptake of good corporate govermnance praclices, and enhancing
underwriting and risk management practices of banks.

Developing local capital markets as a source of long-term finance is particularly important for the
private sector in Bangladesh. This Is because the banking sector remains highly focused on short-term
instruments, and access to foreign loans remains restricted. Despite the economy reached US$ 465 billion
in FY22, Bangladesh's fixed income market remains small and under-developed. The bond market totaled
LUSF 18 billion as of 2021, According to Capital Markets Fact Book July 2021, currently glebal bond market
size stands at US5124 trillion while global equity market size stands at US$108 trillion as of 2021. Bond
market size of neighboring countries like Malaysia, Indonesia and Pakistan stand at US%345 billion, US$233
billion and US$66 billion respectively. As a first step, Bangladesh will need to develop a well-functioning
government debt market, which is foundational for capital market development because it sets the risk-free
rate and benchmark for pricing other inztruments,

The still-nascent corporate debt market needs to be stimulated by the correct reforms. Key issues
relate to the trading structure, tax incentives, limited confidence in related professional services (audit, credit
rating}, and a lack of diversity in debt products. Approval processes for corporate bonds, especially with
BSEC, are still too cumbersome and do not allow companies to issue bonds quickly. Processes that should
take a few weeks take more than six months. Finally, betier governance of the equity market Is important
for the future. Currently, many companies do not list due to concerns that the stock market is not fair and
that the share price is undervalued. Moreover, many companies have their own sources of capital and
these family-owned businesses do not want to dilute family control by selling shares. The prevalence of
cheap bank funding and intertwined ralationships arnonag the real and financial sectors also contribute to
the limited development of capital markets. Developing corperate governance and transparency will help
support greater lisling and the development of the equity market.
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Bangladesh has considerable potential to develop a domestic green bond market to mobilize private
capital for climate-related initiatives. Estimates suggest that climate related financing needs in
Bangladesh are particularly high relative to the size of the domestic banking sector. Financing needs as a
share total 52 percent of bank lending, compared to an average of 30 percent actoss emerding markets.
This demonstrates the need to develop the domestic finance sector and graen bond markets in particular,
to offer new capacity to both refinance bank loans with longer term (and larger scale) financing, as well as
for direct financing through capital markets, Local commercial banks and asset management companias
are the domestic institutions with the highest potential to invest in green bonds. In general, investors with
higher assets under management and a higher share in fixed income, would be more likely to invest in a
green bond.

Facilitating micro, small and medium sized enterprises to accessing finance. Many MSMEs have
reported experiencing a higher proporlion of challenges when il came to accessing finance. The firms
mentioned that this deterrent intensified after the govermment introduced the capping on loans at 9 percant
to promote investment. This in many cases is resulting in an unintended side-effect of credit rationing.
Banks and other financial institutions are preferring to provide loans to large companies with considerable
assets and collateral. As a result, MSMEs are unable to compete with large firms and thus losing out on
access to finance.

Table 30: Broad Policy and Indicator Specific Policy Recommendations

Type of Recommendations Leading Institutions Time Reguired
Indicator
Broad Pollcy
Modemizing archaic laws such Ministry of Law, Justice and Medium-Term
Broader Policy as the Comparies Act 1984, Parliamentary Affairs, Minlztry of
Support for Competition  Act 2012 and Flnance, Minlstry of Commerce
Sustainad Import and Exports Contral Act
Competitiveness 1950
and Capacity Introduce national investment PO, Ministry of Commerce, NER, = Medium-Tarm
glimele reform program with Ministry of Finance, Ministry of
time-bound, continued Industrias
Impravements _ _
Utilizaton of new gsneration PMO, BIDA, BEZA, BHTPA, PPA,  Short-Temm
promoflon  mechanksms by and BEFZA
Investment Pramaton
Agenclos.,
Reviving dynamism Ir PMO, NBR, Chittagong Part Short-Temm
employment  and  axports, Authority, Ministry of Industries,
diversifying the economic base, Ministry of Commerce, Ministry of
and providing the much-naaded Finance
lift to the SMEs.
Indicator-Specifiic Recommendations
Review why OS5 has mixed BIDA, BEZA. BHTPA, FRPAand Shorl-Term
success and make adjustments  BEPZA
accordingly Develop a
Starting a comprehensive One  Stop
Business
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Access to Land

Develop Standard Operating
Procedurss (S0Ps) to reduce
the regutatory burden and bring

predictability  in requlatony
service delivery.
Introduction of systemic

methods such -as Regulatory
Impact Assessment (RIA) and
Feedback Loop to  Improve
regulatary service delivery.
Establishing an online portal
containing  all  Infermation
relevant to regulatory delivery
Revitallzing certain laws such as
The Company's Act; Review
sactoral lleensing regulations for
priority exporl and domastic
sactors.

Integration of the gender
dimenszian in regulatory service
delivery will help to facilitate
more oender inciusive
regulations.

Introducing & system  that
accommodates Innovative
business activittes and start-ups

Increasing transparency of the
Land Offices and Sub-Registry
Offices  service by making
infarmation an senvice
standards publicly avaflable,
Increasing  transparency by
publishing statistics on  land
disputes  apd  statistics  on
property transfer transsctions
Conducting cost-benefit
analysis and asse5sing
feasibility of reducing the fees at
the Sub-Registry Offices
Computarizing/digitizing all land
records and properdy fite
registration. The following s
recommended

Seanning and indexing should start
from the new transactions at Land
Oifices and 5R0s

Scanning  should  begin with
traneactions that have been
comglsted in the past few years for
both tha Land Offices and the SROs.
All archives should be scanned
inciuding e Balam Books for a
pericd of 25 to 30 years

Introducing an online
information portal containing all
information relevant o

regulstory requirements  and

BIDA, BEZA, BHTPA. PPPA and
BEPZA

Ministry of Law, Cabinat Division,
BIDA

BIDA, BEZA, BHTPA. PPPA and
BERZA

Ministry of Law, Justice and
Parliamentary Affairs, Ministry of
Finance, Ministry of Commeite

BIDA, BEZS, BHTPA. PPPA and
BEPZA

BIDA, ICT Division, Startup
Bangladesh Ltd.

Ministry of Land, RAJUK

Mirnistry of Land, RAJUK

Ministry of Land, RAJUK

Ministry of Land, RAJUK

BIDA, BEZA, BHTPA, PPPA,

BERZA, Cabinet Division, Ministny

of Law

Shart-Term

Medlum-Term

Short-Term

Short-Term

Medium-Term

Short=-Term

Medium-Tem

Medium-Term

Medium-Term

Medlum-Term

Short-Term

08 |Fage



Availahbility of
Regulatory
Information

Infrastructure

Labour
Regulation

09 |Page

procedures, The portal should
include the following
inforrmation:

Key steps in a permil process from
beginning to end.

Key agencles imvolved.

Al required decumenis that need to
be submitted for each approval,

The namaes of all cedificates, permits
and approvale required in the
process,

Timeframes -and  fees associated
with the varlous approvals.

Introduce and  publish &
regulatory calendar at the
beginning of a fiscal vyear
indicating all upcoming laws for
tha year.

Strangthen  Insitutional and
implementation capacifies with
regards fo PPPs: Review PPP
Law and relevant regulations for
more effective implementation.

Financing infrastruciure projects
by savereign bond issuance.

Developing domestic capifal
marketz and Issuance of local
cumency bonds offshore.

Enacting private power secior
transmissian policy.

Selection of Economic fones
should be based on careful
feasibility studles and
competifive analysis.

Align the cument cumiculum and
training modules with the market
nesds,

A re-skilling initiative of workers
invalved i sectors with export
potantial could be undertaksn
far migrant returnees fram the
Middle East.

The skills eco-systam reguires
several pollsy and strategle
initiatives which ara as follows:

Cerraloping Long-term Skills
Sirategy/Masier plan/Program
Allgning  with  National = Growth
Strategies and  Projected  Key
Grovsth Drivers.

Pubfle Private Parinership [In
delivery of skifs, This Is critical In

Ministry of Law, BIDA

PPPA

Bangladesh Bank, PMO, Ministry of
Finance, Securities and Exchange

Commission

Bangladesh Bank, PMO, Minlstry of
Flnanca, Securliss and Exchange

Commission

hWinistry of Power Energy and
Mineral Resources,

BEZA, PMO

Ministry of Education, Industry
Skilles Council, NSDA

Ministry of Educalion, Industry
Skillz Council, NSDA

N'Sbh_, Ministry of Education,
Industry Skills Coungil

Short-Term

Medium-Tarm

hedium-Tesm

Medium-Term

hedium-Term

Meadium Term

Madium-Team

Madium-Teaimn

Lang-Term



Dispute
Resaiution

Trade Facllitation

high ~skis  matching and high
amployment oulcomes,
Employment-finked  performance-
based financing of skifis program.
Thiz would yield batter empioymenk
autcomes,

Greater business orentation of
Privaie Training Providers,
Developing common siratedgy for the
development of  occupational
standards, currlculum and iralning
materials  through the  official
channels (BTEB).

Enfarce the mandatony
madiation provizions through
adoption of the administering
ez o support the
implementation and create of
the necessary Infrastructure to
operationalize mediation.
Establishing time limits for
certain stages of court cases
and manitoring compliance.

Amend the Bangladesh
Arbitration Act 2001 to improve
Implementation,

Establish a dedicated
commercial bench within the
High Courl and deslgnate
speclally tralned judges.
[ntroduce case  management
and court autornation at both the
High Court and lower court
levaks.

Streamline
raguiremeants

documsantation

Promaote the e-payment system
and faclitate large  wvalue
transactons.

Develop a fully operational
Maticnal Slingle Window (MNSW)
for trade, connacting all relevant
agencies and fully sutomating
all frade-ralated procedures,
Adopting cartain policy
measures such as reducing
para-tariffs can support  in
inducing mare frade and thus
increasing  private  invesiment
and FDI,

Improve trade logistics through
enhanced Infrastructure, more
efficlent container handling, and
shorter domestic transit times,

High Court Division of the Supremes
Court of Bangladesh, Ministry of
Law, Justice and Pariamentary
Affalrs

High Court Division of the Suprame
Court of Bangladash, Ministry of
Law, Justice and Parliameniary
Affairs

Ministry of Law, Justice and
Parliamentary Affairs

High Court Division of the Suprame
Court of Bangiadesh

High Court Division of the Supreme
Gourt of Bangladesh

PMQ, NBR, Minlstry of Commerce

NBR

NBR, Ministry of Commerce, PMO

MER, PMO

Ministry of Industries, Chittagong
Port Authority, NBR

Short-Term

Medium=Term

Mediurn-Tesmn

Shor-Term

Medium-Tem

Long-Temm

Medlurm-Tarm

Meadium-Termn
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Paying Taxes

111|Page

Simplification of tax reporting
forms.

Educate texpayers and tax
professionals on the tax system.
The lax administration could
strangthen Its oulreach
education initiatives by

puishing help manualz on the
forms on its website.

providing  free, downloadable
software  for  preparing  tax
returms,

arganizing live phone-in
guestion-and-answer Sessions
with accountants.

distributing CDs with software
and help content to accountants,
trade bodizs, and professional
and business associations.
organizing mestings  and
saminars with taxpayers and tax
practifioners.

answering taxpayers queries by
phone and e-mail at the call
canter.

Fully implement the new VAT
Law which makes the VAT
refund process more efficient.
hodemize the fax
adminlstration. Sorme of the tax
administration reforms - ame
balow:

Digitallzation of the overall tax
system in 8 systematic manner
ls @ musi. Reconds should be
mairtained in stich a way so as
to reduce intermediaries that
lessen e chances of human
BITOr,

Reliance sheuld be increased
on Information Technology —
kg datz, real time analytics,
mabile apps, social media, sle.
Self-assessment  of  texes
should be promoted. Paying
taxes should be made simpie
and not  considered @
headache.

- Efficiency of tax audi

strategies should be increased
while reducing the rsk of
leakags.
Segmentation of faxpayes
colld  benefil  overall  tax
collection. Every group will
require a different approach.

® Reducing the cost of internet

connection.

NBR:

MBR, Ministry of Finance

NER

MNER

ICT Ministry, NER

Short-Temm

Medium-Temn

Long Term

Medium-Tam

Short-Tanm



Technology
Adoption

Access to Finance

Gradualty bulld up Banaladesh's
technalogy extension system to
support upgrading In  mone
advanced firms and sectors.
Strengthen govemment
capahilities to batter targat direct
support for innovation and
technology adoption

Implementing a moderm
resolution framework for
disfressad assels.

A proper MPL resolution process
iz essential which would entail &
framework for early recognition,
reporting, &nd  Gme-hound
resolution of siressed assels,
Addressing MPL flows along
with NPL stocks addressing the
problem of willful defauliars and
related party transactions.
Ceveloping local capital markats
as a source of long-term
finance.

Stimulale the comporate dsht
rmarket by comect refarms,

Develop a domestic green bond

market to  mobilize privete

capital  for  climate-related
Initiatives.

Remaval of current Inan capping
and allowing market force fo

ragulate Inferost rates.

PMO, ICT Ministry

PMO, ICT Ministry

Bangladesh Bank

Bangladesh Bank

Bangladash Bank

Bangladesh Bank, Bengladesh
Securities and Exchange
Gommission

Bangladesh Bank, Bangladesh
Securites and Exchange
Commission

Bangladesh Bank, Bangladesh
Securities and Exchange
Commission

Bangladesh Bank

hedium-Term

Mediurm-Term

Shart-Termn

" Medium-Tarm

Meadium-Termn

IMedium-Term

Meadium-Term

Madium-Temn

Medium-Term
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A BRIEF PROFILE OF MCCI, DHAKA

Founded in 1904, the Metropolitan Chamber of Commerce and Industry, Dhaka
(MCCI) is the oldest and the pre-eminent trade organization of Bangladesh. Its
membership roll encompasses leading commercial and large industrial
organizations of the country, including public sector corporations and local as well as
multinational companies. Presently, almost all major enterprises of the
manufacturing and service sector are among its members. The Chamber provides a
wide range of professional services to its members.

The Chamber's services, developed over a long period, are comprehensive and cover
specialized areas such as taxation, import-export, tariff and non-tariff measures,
investment, WTO matters and other national and international economic and
commercial concerns. The Chamber maintains a secretariat manned by professional
staff. It offers secretarial services to the Bangladesh Employers' Federation (BEF), the
lone national level organization of employers in the country dealing with industrial
relations, occupational safety and health, workplace cooperation, skills
development, labor law and other labor-related issues.

The Chamber's policy recommendations and inputs related to ongoing reforms have
gained wide acceptance amongst government and policy makers. MCCl has earned
recognition at home and abroad by offering services such as issuing certificates of
origin, and, through conducting economic research and sector surveys, offering
trade and investment facilitation services, legal services, information management
and dissemination, and publications related to trade and commerce.

The Chamber is represented in many Advisory Councils as well as Committees
formed by various ministries of the government of Bangladesh. MCCl also maintains
effective working relations with development partners, e.g., the World Bank Group,
Deutsche Gesellschaft fur Internationale Zusammenarbeit (GIZ), the Asian
Development Bank (ADB), lapan External Trade Organization (JETRO), Japan
International Cooperation Agency (JICA), the Asia Foundation, etc. MCCI has a long
history of jeoint collaboration. It interacts regularly with major international trade
bodies and many private sector arganizations located all over the world.
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