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President’s Memo
Aftab ul Islam, FCA

President, American Chamber of Commerce in Bangladesh

known for flood, cyclone, political 
turmoil, red tape, corruption etc. 
It is not known to many that one 
can come to this country, can do 
business and can make money. 
Poor and negative perception 
about Bangladesh has been a 
major challenge. Of course the 
severe difficulty Bangladesh 
facing today is the huge gap 
between the demand and supply 
of gas and electricity which is 
critically hampering the desired 
investment.  The other difficulty 
is, especially for the foreigners, 
that they do not normally get 
organizational support for starting 
their business, which is imperative 
for business development. We 
feel that the Board of Investment 
(BOI) should be a model and 
pioneer organization to make a 
breakthrough in this respect. BOI 
should be an organization, which 
should enjoy complete operational 
freedom, should be able to recruit 
the best educated, dedicated and 
able citizens of the country to 
deliver the desired results.

Finally, I would like to express my 
most sincere thanks to AmCham 
Members, friends of AmCham 
for their most valuable support 
and cooperation to AmCham. I 
hope you would once again enjoy 
reading the AmCham Journal 
January 2012 Issue.

the requirements of a growing 
Bangladesh economy. 

Bangladesh requires continued 
flow of investment in substantial 
amounts, both local and foreign 
direct investment (FDI), to meet 
the rapidly infrastructure needs 
and consequently to promote 
economic development, which is 
crucially required to create large 
number of employment and 
eventually to reduce widespread 
poverty. For various reasons, 
necessary investment, particularly 
FDI is not taking place the way 
Bangladesh needs it. When we 
look at our neighboring countries, 
and at Southeast Asian countries, 
we find most of the nations of 
these regions have been greatly 
successful to experience continued 
economic development for several 
years and FDI has played a key 
role in this connection.  Many 
countries, 30-40 years ago, were 
at par the level of Bangladesh 
economy, now enjoying the per 
capita income ranging from US$ 
2,000-40,000, as against our per 
capita income of US$ 800. Among 
many other reasons for the failure 
to attract investment, Bangladesh 
could not succeed to present the 
country to investors. Whenever 
we talk to any foreigners, the first 
impression we observe in them 
that Bangladesh is a country 

The American Chamber of 
Commerce in Bangladesh 
(AmCham) is happy to present its 
16th quarterly journal. The year 
2011 has been highly eventful 
nationally and internationally.  
The year ended with a mixture 
of successes and challenges. It 
appears that the global economy is 
still facing multiple difficulties in 
moving forward. Bangladesh faces 
high inflationary situation causing 
the erosion of purchasing power of 
the consumers, and huge pressure 
on the balance of payment, 
creating newer and complex 
macroeconomic challenges. A 
dynamic and pragmatic economic 
policy should be presented to 
the nation so that it can support 

Aftab ul Islam

President’s Memo
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Promoting Foreign Direct Investment in Bangladesh
Nicholas J. Dean 
Charge d’Affaires, US Embassy in Bangladesh
(Remarks made at AmCham Seminar on FDI on October 25, 2011)

Dr. Syed Samad, Chairman of the 
Board of Investment, Aftab ul 
Islam, President of AmCham 

Distinguished Guests,

I’m delighted to have this 
opportunity to participate in today’s 
seminar on promoting foreign direct 

investment in Bangladesh.  I have 
particularly enjoyed the compelling 
presentations of previous speakers 
and lively discussion.  

Bangladesh is an important 
bilateral partner for the United 
States.  It is a model secular, 
moderate Muslim, democratic 

nation that is at peace with itself 
and its neighbors.  Moreover, the 
Bangladeshi people have used their 
unique brand of determination 
and innovation to overcome their 
country’s substantial development 
challenges and have raised tens of 
millions out of poverty.  The United 
State’s successful cooperation with 
Bangladesh continues to be multi-
faceted and broad, touching on a 
wide range of activities from trade 
and investment to defense and 
security to the social sectors.  We 
are also cooperating closely on the 
great issues of our time, including 
Climate Change, Food Security and 
Global Health.   

I would like to offer a few more brief 
thoughts on the benefits of FDI, 
the opportunities and constraints 
affecting FDI in Bangladesh, and the 
important role that AmCham and 
other business chambers must play 
in helping to promote greater FDI.

Benefits of FDI

One of the key lessons of the Asian 
economic miracle has been the vital 
role that FDI plays as an engine for 
sustained and inclusive economic 
growth.  Foreign direct investment 
tends to focus on groundbreaking 
projects and new industries that 

generate jobs, boost economic growth, 
and reduce poverty.  When foreign 
companies undertake investment 
projects, they often help transfer 
and disseminate new technologies 
and develop new human resource 
capacities while sharing advanced 
management practices and marketing 
channels useful to the wider economy.  
In contrast to portfolio investment, 
foreign direct investment is a long-
term investment by companies 
and entrepreneurs who are making 
long-term bets on a country’s future.  
When ordinary investors see major 
international firms moving into a 
market, they take notice and are 
much more likely to begin exploring 
their own investment opportunities 
there.  In short, FDI is a huge boon 
with many positive ripple effects for 
developing economies, and we must 
work together to encourage it.  

Investment Opportunities in 
Bangladesh

We can already see the key role 
that FDI is playing in developing 
necessary energy infrastructure 
that benefits the wider economy 
in Bangladesh.  With a highly 
competitive workforce, a growing 
$100 billion economy, and an 
enviable geographic position 
among rapidly growing economies 
and regions of India, China and 
Southeast Asia, Bangladesh should 
be well positioned to attract FDI 
in many sectors.  Goldman-Sachs 
famously identified Bangladesh 
as one of the next 11 emerging 
economies with growing 
opportunities for international 
investors.  More recently, the 
Bangladesh Brand Forum organized 
a “Meet Bangladesh” event in 

Promoting Foreign Direct Investment in Bangladesh

Nicholas J. Dean
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New York where government and 
private sector leaders came together 
to discuss the enormous economic 
opportunities in Bangladesh.  I am 
confident that these efforts will 
have an impact and the world will 
learn about the positive economic 
trends and business opportunities 
in Bangladesh.

Yet, in spite of these admirable 
efforts, and the vast economic 
potential that Bangladesh 
represents, FDI in Bangladesh 
remains disappointingly weak.  
In particularly we have not yet 
seen the significant uptick in FDI 
that is needed to address serious 
infrastructure constraints and to 
propel Bangladesh towards higher 
sustained growth.  

Some of the reasons for Bangladesh’s 
poor FDI performance are well-
known, and several  guests have 
eloquently described some of 
the constraints.   Infrastructure, 
particularly in the energy and 
transportation sectors, is certainly 
a major constraint, and it is 
encouraging to see the government 
focus on these areas and begin to 
make some progress.  

Other constraints are less tangible.  
Perceptions and reputation play 
an important role in directing 
major international investments 
around the globe.  I think we can 
all agree that Bangladesh does not 
get sufficient credit for all that it has 
accomplished and all it has to offer.  
The Bangladesh Brand initiative is 
an important step towards helping 
address this.  But again, all sectors 
of society have a role.  Bangladesh 
has developed a strong reputation 
for fostering a dynamic community 
of civil society organizations that 
have pioneered some innovative 
development strategies.   By 
continuing to foster a vibrant civil 
society, Bangladesh can strengthen 

its reputation in the international 
business community.

Investors also look to the 
government to ensure clear, 
consistent and transparent rules and 
procedures and to implement them 
in a fair and consistent manner.  
Furthermore, when differences and 
disputes arise, there must again be 
consistent and fair mechanisms 
for resolving them quickly and 
in accordance with accepted 
international business practices 
and norms.  As businessmen and 
women, you know best about how 
these technical impediments are 
affecting your own operations and 
undermining investor confidence. 

This leads me to the main points 
that I would like to emphasize 
today:

Improving the investment 
climate is a long-term project that 
requires earnest contributions 
from all sectors of society: the 
government, donors, international 
organizations, NGOs and broader 
civil society and, most importantly, 
the private sector.   

As one of the most influential 
voices of the business community 
in Bangladesh, the American 
Chamber of Commerce has a 
crucial role in this endeavor.  
As members of the business 
community, you understand 
better than anyone else, both the 

opportunities and the challenges 
involved in doing business in 
Bangladesh.  So you are in so many 
ways best positioned to advise the 
Government of Bangladesh and the 
on ways to improve the investment 
climate.  I encourage you to use 
your collective knowledge and 
experience collectively to advocate 
for consistent and transparent rules 
for investors.  Today’s discussion is 
a positive step in this direction.  It 
would be even better to identify ways 
to institutionalize this discussion, 
perhaps through AmCham focus 
groups on specific issues, and 
begin to identify concrete ways to 
improve the business environment 
to attract investment and promote 
entrepreneurship.

I would like to thank AmCham, 
particularly Amcham President 
Aftab ul Islam and Executive 
Director Gafur, for organizing 
this seminar with support from 
the Asia Foundation and Eastern 
Bank.  Thank you to Dr. Samad for 
taking the time to join this event 
and to other distinguished guests 
for sharing your wisdom.  We have 
had an interesting and fruitful 

discussion of many issues relating to 
FDI.  My hope is that this discussion 
will continue as AmCham and the 
business community continue to 
take an active role in promoting 
FDI in Bangladesh.

Thank you.

Promoting Foreign Direct Investment in Bangladesh
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AmCham in Action
A. Gafur
Executive Director, American Chamber of Commerce in Bangladesh

A. Gafur 

We are pleased to present our 
regular AmCham quarterly 
Journal, the 16th issue. In the 
beginning of the year 2012, I am 
taking the opportunity to thank 
AmCham members, advertisers 
and authors for their continuing 
outstanding support towards 
AmCham  Quarterly Journal. The 
last quarter has been quite eventful, 
including a seminar on Promoting 
Foreign Direct Investment (FDI) 
in Bangladesh, and a conference 

on product safety and restricted 
substances of American Apparel 
& Footwear Association (AAFA), 
actively supported by AmCham 
Bangladesh. The following are 
some of the activities carried out by 
AmCham during the last quarter.  

October 6-8, 2011: APCAC 
AmCham Executive 
Directors Meeting

AmCham Bangladesh Executive 
Director Mr. A. Gafur attended 
2011 APCAC AmCham Executive 
Directors meeting held in 
Bangkok. Executive Directors from 
AmChams of the Asia-Pacific region 
and also a delegate from the U.S. 
Chamber attended the Bangkok 
meeting and discussed American 
business competitiveness in 
Asia. The meeting  provided 
opportunities  to the delegates to 
exchange thoughts and ideas over 
different trade related issues, best 
practices, possible future direction 
of American business in the fast 
growing business potentials in 
Asia-Pacific region.

October 25, 2011: 
Seminar on Foreign Direct 
Investment (FDI)

The American Chamber of 
Commerce in Bangladesh 
(AmCham), Eastern Bank Ltd. (EBL) 

and The Asia Foundation jointly 
organized a Seminar on “Promoting 
Foreign Direct Investment (FDI) 
in Bangladesh” at the Ruposhi 
Bangla Hotel. Dr. Syed A. Samad, 
Honorable Executive Chairman, 
Board of Investment (BOI) was 

present as Chief Guest and Mr. 
Nicholas Dean, Charge d’Affaires, 
a.i. of the United States of America 
was present as Special Guest. Mr. 
Aftab ul Islam, President, AmCham 
chaired the Seminar. Mr. Ali Reza 
Iftekhar, Managing Director & 
CEO, Eastern Bank Ltd., Mr. Hasan 
Mazumdar, Country Representative, 
The Asia Foundation and Mr. A. 
Gafur, Executive Director, AmCham 
Bangladesh, spoke on the occasion 
among others.

At the Seminar Dr. Debapriya 
Bhattacharya, Distinguished 
Fellow, Centre for Policy Dialogue 
(CPD) made a presentation on 
“FDI in Bangladesh: An Overview”, 
Mr. Geoffrey Strong, President, 
Chevron Bangladesh made a 
presentation on “Energy Security 
and FDI in Bangladesh”, and 
Mr. Farouk Chowdhury, Senior 
Economist, The Asia Foundation 
made a presentation on “Assessing 
Perception of Foreign Investors”. 

A good number of local and 
foreign dignitaries, members 
of the civil society, economists, 
thinkers, members of the 
business community, members 
of the media, AmCham members 
attended the seminar.

The seminar had a detailed 
discussion over the importance 
of Promoting Foreign Direct 
Investment (FDI) in Bangladesh. 
The Seminar discussed ways and 
means to attract FDI in the fast 
increasing competitive global 
situation. Seminar participants 
came with various innovative 
ideas and emphasized as to 
how to project the nation to 
the international community, 

AmCham in Action
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how to use modern methods 
and strategies for attracting 
FDI, and how to plan and 
implement the right policies in 
this regard.

The Seminar contributed 
towards developing useful 
recommendations for action for 
the government, policy makers, 
thinkers, economists, private 
sector stakeholders, journalists and 
for all concerned and interested in 
promoting FDI in Bangladesh.

November 22, 2011: Lunch 
Meeting with Chief Election 
Commissioner of Bangladesh

At AmCham monthly Lunch 
Meeting for November, Dr. 
ATM Shamsul Huda, Chief 
Election Commissioner(CEC) of 
Bangladesh attended as a Guest of 
Honor and Speaker. Dr. Huda on 
“Role of the Election Commission 
in Conducting a Free and Fair 
Election”.  At his remarks, the CEC 
described his experiences, who 
would be completing his five-year 
term in a couple of months. Dr. 
Huda said it is difficult to hold a free 
and fair election under a partisan 
government. He said, “Neither the 
Prime Minister nor other Ministers 
pursued the Election Commission 
(EC) to do something in their 
favor. But the MPs (Members of 
Parliament), at the local level try 

to influence Offiers-In-Charge 
of police stations and Upazila 
Nirbahi Officers to work for them.  
The MPs have control over the 
local administrative officials. 

Moreover, during the election 
days we have to engage a huge 
number of workforces, who do 
not belong to the administrative 
control of the Commission. 
That is why it is difficult to hold 
a free and fair election under a 
political (partisan) government”. 
Criticizing the political parties the 
CEC said there is no corresponding 
change in behavior, attitude, and 

manner of our political parties. 
The CEC recommended that the 
next election, through negotiation 
with the political parties, could be 

designed to hold in seven days, a 
day each for seven divisions of the 
country. He emphasized on the 
establishment of the Rule of Law 
towards solving multidimensional 
problems of the country.      

November 30, 2011: AAFA 
Conference

The American Apparel & 
Footwear Association (AAFA) 
hosted its first ever International
Product Safety and Restricted 
Substances Conference in Dhaka, 
Bangladesh. The conference was 
presented in cooperation with the 
American Chamber of Commerce 
in Bangladesh (AmCham 
Bangladesh) and the Bangladesh 
Garment Manufacturers and 
Exporters Association (BGMEA).
The conference highlighted 
the ninth edition of the AAFA 
Restricted Substances List (RSL 
covering apparel, footwear, and 
home textiles.  The list, which 
was recently updated in its ninth 
iteration on September 30, 2011, 
has become a go-to industry 
resource and can be downloaded 

for free on the AAFA Web site. A 
similar conference was held on 
December 6, 2011 in Bangalore, 
India.

AmCham in Action

The Chief Election Commissioner (middle) speaking at AmCham Lunch Meeting

Partial view of audience at AmCham Lunch Meeting
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“Bangladesh continues to 
grow as a top supplier of 
apparel and footwear to the 
U.S. market,” said AAFA Vice 

President of International Trade 
Nate Herman, a conference 
presenter. “The conference we 
presented today has helped 
educate industry stakeholders 
in Bangladesh on critical 
product safety, sustainability, 
chemical management, and 
social responsibility issues facing 
a global apparel and footwear 
industry.”

“Bangladesh has made remarkable 
progress in different areas since 
its liberation in the year 1971. 
It’s over a decade that Bangladesh 
has been averaging six percent 
GDP growth” said AmCham 
Bangladesh Executive Director A. 
Gafur. “Incredible enthusiasm and 
keen interest for this conference 
demonstrate the seriousness of 
the industries and businesses of 
Bangladesh to take Bangladesh to 
its next level. I am convinced that 
Bangladesh, a vibrant nation, is 
floating on tremendous amount 
of opportunities and has the 
potentials to rapidly grow and 
thrive.”

AAFA’s International Product Safety 
and Sustainability Conference 

in Bangladesh brought together 
industry leaders to educate nearly 
350 attendees on the numerous 
regulatory standards, restricted 

substances lists, and sustainability 
issues facing the industry today.
Among the many industry 
experts on the event agenda, 
the conference keynote address 
was delivered by Commissioner 
Nancy Nord, U.S. Consumer 
Product Safety Commission.  A 
feature presentation on corporate 
sustainability was given by Sridevi 
Kalavakolanu, Director Ethical 
Sourcing, India Subcontinent, 

Middle East, Africa, and Europe, 
Wal-Mart.

In recent years product safety 
and sustainability have come to 
the forefront of the U.S. apparel 
and footwear industry.  Product 

recalls and inefficient supply 
chains are costly, drain company 
resources, and cause delays.  AAFA 
began presenting its international 
conferences in order to educate 
the industry and its suppliers 
on what is expected of them by 
consumers, governments, brands, 
and retailers.   

During this most recent conference, 
discussion topics focused on a variety 
of product safety and sustainability 
issues, including product safety 
regulations in the United States, 
the European Union, and other 
nations, required import and export 
documentation, the use of RSLs 
throughout the supply chain, testing 
and compliance requirements, and 
the OIA Eco-Index.

The conference, which was 
AAFA’s tenth international 
product safety program in the 
last three years, was presented 
in cooperation with AmCham 
Bangladesh and BGMEA. 
Conference sponsors included 
American & Efrid, Bureau Veritas, 
Intertek Consumer Goods, 
MTS, Oeko-Tex/Hohenstein 

Lab, Olympus Innov-X, SGS 
Consumer Testing, Thermo 
Scientific Niton Handheld 
XRF Analyzers, TUV SUD, UL-
STR, Worldwide Responsible 
Accredited Production, and 
XOS.

AmCham in Action

Commissioner Nancy Nord, U.S. Consumer Product Safety Commission, addressing at AAFA Conference
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Letter of Appreciation from 
AAFA

4 December 2011

A Gafur
Executive Director
American Chamber of Commerce
Dhaka, Bangladesh

Dear Gafur:

On behalf of the American Apparel 
& Footwear Association (AAFA), its 
members and staff, we would like to 
again express our appreciation and 
gratitude to AmCham as our partner 
in AAFA’s International Product 
Safety and Restricted Substances 

Conference in Dhaka. Our first 
time in Bangladesh proved to be 
a huge success and we definitely 
foresee us returning in 2012. This 
conference marked a giant leap 
towards AAFA’s goal of educating 
our industry’s global supply chain 
about the implementation and use 
of chemical management programs 
as well as the benefits of sustainable 
manufacturing practices.  

Attendees gained important 
insights on industry standards 
and compliance to incorporate 
into their future operations. We 
have received numerous positive 
comments regarding the program.

It was our great pleasure to work 
with you and your staff, and I 

must say that we make a great 
team! We welcome your thoughts 
on potential dates for next fall, 
2012.

Sincerely,

Susan Lapetina
Senior Director, Industry 
Relations

Nate Herman
Vice President, International Trade

AmCham in Action
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Bangladesh: Gateway to the Heart of South Asian 
Growth Center
Syed Ferhat Anwar PhD
Professor, Institute of Business Administration, University of Dhaka

1971 a new country gradually but 
surely emerged in the globe. The 
birth was  outcome of a bloody 
sacrifice by millions. Very little of 
global support was offered. Apart 
from few countries led by India, 
a number of individual initiatives 
helped the purpose. One of such 
personality was Senator Edward 
Kennedy, popularly known as 
Ted Kennedy. In 1971, during the 
liberation war of Bangladesh, he 
travelled across neighbouring India 
and took the sole responsibility 
to ensure that Pakistan did not 
recieve military support from 
United States of America (US) for 

use against the liberating forces 
of Bangladesh. Perhaps, this 
chartered the path of relationship 
between Bangladesh and US.

Over the years, the major players 
of the developed economy have 
considered Bangladesh as a poor, 
corrupt, politically instable, 
having weak infrastructure, and 
to certain extent as a country 
potent for Islamic militency. This 
assertion of the developed world 
directed attention towards political 

stability, democracy, poverty 
alleviation, and human rights as 
the core essence of development 
strategy for Bangladesh. Thus, the 
obvious attempt has been towards 
fulfilment of basic needs through 
developmental efforts of the non 
governmental organizations who 
specialize in such activity and 
support through micro credit for 
poverty alleviation of the poor for 
ensuring both economic as well as 
social emancipation.

This policy stance of the donors 
to a certain degree has resulted in 
strengthening of the democratic 

principle in Bangladesh, which 
unlike many has a track record 
of holding four successive 
commendable elections and 
a strong knowledgeable voter 
bank. In addition, Bangladesh 
has performed well in the MDG 
agenda and in some instances, 
such as women education and 
reduction in child mortality 
they have even outperformed 
India. This does not necessarily 
imply that all is achieved. It only 
portrays the fact that Bangladesh is 

realizing the importance of societal 
strengthening. However, the fight 
against poverty and economic 
disparity is yet to take a satisfactory 
outlook. This is where a direct 
economic intervention through 
private sector mobilization is a 
definitive option.

Bangladesh Economy Facts

Today, the world perhaps should 
consider the following facts for 
re-strategizing her relationship 
approach with Bangladesh.

Bangladesh is a rapidly developing
market-based economy. Its 
per capita income in 2010 was 
estimated at US$1,700 (adjusted 
by purchasing power parity).
According to the International
Monetary Fund, Bangladesh 
was ranked as the 47th largest 
economy in the world in 2010 
in PPP terms and 57th largest 
in nominal terms, with a gross 
domestic product of US$269.3 
billion in PPP terms and US$104.9 
billion in nominal terms. The 
economy has grown at the rate 
of 6-7% per annum over the past 
decade with expected growth of 
almost 7% this year. One of the 
most densely populated nations 
in the world, population below 
poverty line (2008) was 36.3% 
while the youth constitute almost 
70% of the population. 

Major exporting countries (2010) 
comprise of: USA 31.8%, Germany 
10.9%, UK 7.9%, France 5.2%, 
Netherlands 5.2%, Kuwait 4.9%, 
Japan 4.5%, etc. Major importing 
countries (2009) constitute: China 
16.2%, India 12.6%, Singapore 
7.6%, Japan 4.6%, and Malaysia 

Bangladesh: Gateway to the Heart of South Asian Growth Center



11AmCham

4.5%. The total exports during 
2010-11 was $22.93 billion, imports 
$32 billion and foreign remittance 
earnings $11.65 billion.

During recent times the favorites 
such as Brazil, Russia, India, and 
China (BRICs) have tumbled at 
times; in particular under global 
economic threat. However, several 
countries including Bangladesh 
have performed better in several 
indicators. As a result, Bangladesh 
has been identified as a performer 
in various ratings which include: 

‘Developing 8’ (developing 
countries with large Muslim 
population) and having growth 
in all major MDGs.

‘Next Eleven’ identified by 
Goldman Sachs as having a 
high potential of becoming 
along with BRICs, the world’s 
largest economies in the 21st 
century. They considered 
macroeconomic stability, 
political maturity, trade 
openness, investment policies, 
and quality of education.

‘Prospective Eagle Nest 11’ 
identified as countries with 
an expected incremental 
GDP in the next decade to be 

lower than the average of G6 
economies but higher than 
Italy.

‘IFC 25 Frontier Markets’ that 
have lower capitalization 
and liquidity compared to 
developed emerging markets, 
but may be pursued by investors 
seeking long term returns and 
low correlation with other 
markets.

‘Standard and Poor’s (S&P) 
37 Emerging Markets’ is 
based on the stock market 
indices of the developing 
economy.

’11 Global Growth Generators’ 
identified by Citigroup as 

global growth drivers based on 
domestic savings/investments, 
demographic prospects, 
health, education, quality of 
institutions and policies, and 
trade openness.

Interestingly, only two countries 
are listed in all of these prospective 
lists: Bangladesh and Nigeria. This 
clearly indicates that Bangladesh 
amidst many of the challenges 
that she faces, there is something 
that the economy is doing right 

which has made her presence felt 
by global analysts. In addition, it is 
evident that strategic collaboration 
will benefit not just Bangladesh 
but also the partners who are part 
of these growth drivers.

U.S.-Bangladesh Trade Facts

Bangladesh is currently the 58th 
largest goods trading partner with 
$4.1 billion in total (two way) 
goods trade during 2009 from 
US perspective. Goods imports 
from US totaled $577.5 million; 
Goods exports to US totaled $4.3 
billion. The U.S. goods trade 
deficit with Bangladesh was $3.7 
billion in 2010. U.S. foreign direct 
investment (FDI) in Bangladesh 
(stock) was $443 million in 2008, 
a 10.5 percent increase from 2007. 
Bangladesh’s FDI in the United 
States (stock) was $1 million 
in 2008, the same as in 2007. 
It is evident that Bangladesh is 
not amongst the major interest 
countries for the United States. 

Areas of Opportunity and 
Improvement

Inspite of these strengths, one 
uncomfortable feature is that 
Bangladesh is one of the few 
countries where poverty is 
declining slowly even though 
economic growth is evident. Most 
of the economic sectors (especially 
agriculture) are still weak; health 
and education indicators are low. 
Infrastructure, while improving, is 
still far from satisfactory especially 
in electricity, having a per capita 
use which is among the lowest 
in the world. In addition, the 
communication network is weak 
and requires immediate attention 
to continue with the growth trends 
observed at present. Corruption is 
certainly high. The economic and 
administrative cost of securing 
business is high as well. A feature 
of both a weakness and a threat 
is the rapidly rising inequality in 
income and wealth, which neither 

Bangladesh: Gateway to the Heart of South Asian Growth Center
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supports economic efficiency nor 
social equity. This portrays the fact 
that these areas are opportunities 
for future investments that will 
invariably result in further growth 
and stability

Strategic Geo-Political 
Position of Bangladesh

In recent times, the south asian 
region under the growth leadership 
of China and India are striding 
forward. Bangladesh and Sri Lanka 
are right behind the two giants. 
However, certain pockets of India 
(Nort East), China (South West), 
Myanmar, Bhutan, and Nepal are 
lagging far behind in relative terms 

(for example percentage of total 
GDP of North East India is 2.21% of 
India) . A sub regional cooperation 
is expected to further strengthen 
the growth of this region. 

The first sub-regional conceptual 
partnership model is called the 
South Asian Growth Quadrant 
(SAGQ), comprising, Bangladesh, 
Bhutan, Nepal, Indian North-
Eastern states of Arunachal 
Pradesh, Assam, Manipur, 
Meghalaya, Mizoram, Nagaland, 
Tripura and Sikkim, and West 
Bengal covering a total area of 
688.6 thousand square kilometers 
with a population of over 
247 million. The hydropower 
potential in Nepal and Bhutan, 

the coal resources of West Bengal 
and Bihar, and the hydrocarbon 
reserves in Bangladesh, Assam and 
Tripura are considered potentially 
source of energy. Useful network of 
port cities in Chittagong, Mongla, 
Calcutta, and Haldia are expected 
to support the extensive trade and 
development efforts. 

The second sub-regional model 
is portrayed in the form of 
Bangladesh, China, India, and 
Myanmar (BCIM)  Economic 
Cooperation. The BCIM region 
is one of the richest in the 
world in terms of natural and 
mineral and other resources. An 
important resource of the region 

is the huge reserve of natural gas 
in Bangladesh and North East 
India. Besides, there is very large 
reserve of coal in West Bengal and 
Assam. Proper implementation 
of this sub-regional cooperation 
could combine the resources 
of the constituent members in 
order to gain competitive edge 
in attracting both domestic 
and foreign investments and 
promoting export for the mutual 
benefit of the members involved. 

Bangladesh: Gateway to South 
Asian Growth Center (SAGC)

The above facts clearly indicate 
that Bangladesh is at the centre 
of future growth and occupies 

a very important geo-political 
positioning in the future 
economic map of the world. 
Bangladesh is also a potential area 
for cooperation given the land-
locked status of members in this 
region –Part of China (C),  Nepal 
(N), North East part of India (I), 
Myanmar (M), and Bhutan (B). 
This large potential market is the 
SAGC. Under the circumstances, 
Bangladesh could play a critical 
role by providing easy access to 
SAGC not only for the regional 
players but for the world at large. 
All the countries could gain 
tremendously from an integrated 
trade network which would boost 
trade and investment through 
reduction of the transaction cost. 
The closest link with the region is 
via the sea ports of Bangladesh.

An added advantage of the region 
is that it lies at the crossroads 
between the regions of East 
and Southeast Asia on the one 
hand, and South Asia on the 
other. The region could use its 
strategic location within Asia to 
build links with other neighbors 
and could gain immensely from 
such cooperation. The primary 
question at this point is, can 
Bangladesh serve the purpose 
of this region alone under the 
present circumstances?

The answer obviously is neither 
simple nor clearly possible to 
predict under the complex 
global political and economic 
circumstances. However, there 
is no doubt that Bangladesh 
is at the centre of growth and 
must create partnerships with 
strong global players and focus 
on infrastructure as her first 
impetus, to take advantage of 
the geo-political opportunity. 
This is where partnership with 
US is worth advantageous for 
both the countries. This will not 
only help decrease the trade gap 
between the two nations but 
will aid in facilitating the socio-

Bangladesh: Gateway to the Heart of South Asian Growth Center
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economic status of Bangladesh 
and ensure a long term market for 
the US companies utilizing a flank 
marketing strategy. Furthermore, 
Bangladesh can have a strategic 
relationship similar to that with 
Israel and provide opportunity for 
the US to build bridge with the 
entire region as well as the Islamic 
community. Some of the major 
options using a bilateral approach 
for market entry are: 

First, the prospects for 
infrastructure development: 

Power Generation & Distribution:
Regarding power generation, it is 
evident that the expansion plan of 
the government clearly indicates a 
requirement of between 10,000 to 
12,000 MW of electricy required 
in the next five years. This will 
further require extensive work 
on the distribution system. The 
source of power could be in several 
neighboring region. Furthermore, 
this is likely to open doors 
for energy marketing beyond 
Bangladesh boarders. 

Ports: Prospect for a deep sea port 
is already on the working table, 
however, considering the bove 
prospect, an additional port along 
Chalna and strengthening of all 
the major river ports along Padma-
Meghna estuary. The major river 
ports include, Dhaka, Naraynganj, 
Chandpur, Barisal, and Khulna. 
It is evident that the port will 
be used by the region in general 
as proposed by the neighbors in 
recent times.

Riverways: The country has 
approximately 8,500 kilometers 
of navigable waterways, of which 
up to 3,000 kilometers are main 
cargo routes. There are seasonal 
difficulties in the navigability of 
rivers and canals. This is primary 
due to siltation and erosion of 
river banks. This has resulted in 
wider rivers with lesser navigabilty 
due to lower depth. It is therefore

essential that dredging along with 
narrowing of the rivers (based on 
original size) be undertaken. This 
will not only increase navigability 
but will also result in reclamation 
of land. This will result in 
opportunity for both enhanced 
transportation as well as source of 
energy.

Roads & Highways: The total 
road length of the country as of 
2008 was approximately 300,000 
kilometers of which 21,000 
kilometers are main road. The 
national highways comprises of 
approximately 3500 kilometers 
while the regional highways 
constitute 4500 kilometers. The 
present national highways are 
over congested and comprise of 
two lanes. The trade potential 
requires at least four lane roads 
using preferably above ground 
level super highways. In recent 
times conectivity between south 
and far east has put emphasis on 
routes crossing Bangladesh.

Railways: Bangladesh railways is 
almost 150 years old and linked 
with Indian West Bengal, Asam, and 
Tripura. At present only the West 
Bengal portion is open for traffic. 
The railways stretches almost 
3000 kilometers 90% of which is 
single track and having a mix of 
broad, meter, and narrow gauge. 
It is imperative that the railways 
be made double track using only 
broad gauge. In addition, mono 
rails and underground railway are 
planned for the capital Dhaka and 
other major cities which requires 
immediate attention to tackle 
traffic congestion.

Second, an analysis of product 
portfolio in the stated region 
indicates that Bangladesh can 
take advantage in several sectors. 
A few examples are provided 
below.

Pharmaceuticals: More than 
250 companies are presently

operating producing generics 
and fulfil 90% of the domestic 
demand while exporting to more 
than 20 countries. With 2016 very 
close, most of the off-patents are 
likely to generte prospects for 
Bangladesh becomming one of 
the major global hubs for contract 
manufacturing. In addition, as 
Bangladesh has made her presence 
in the biotechnology map 
through successful sequencing 
of jute genome, prospect for bio-
informatics is also immense. 
Furthermore, Bangladesh being 
one of the most competitive 
manufacturer in the world, the 
export market could be of great 
potential.

Information & Communication 
Technology: With India getting 
more expensive and specialized; 
Bangladesh is likely to take over 
at the bottom of the ICT pyramid. 
This will require working with 
niche products that suite the 
strength endowed in the trained 
human resource of the country. In 
addition a fair amount of training 
will be required to take advantage of 
prevailing global market demand.

Garments & Textiles: Bangladesh 
is presently the second largest 
producer of garments. There is no 
doubt that the future expansion 
can be made in neigbouring India 
and Myanmar utilizing common 
labor force and vast unutilized 
land for economic zones. It is 
worth mention that Bangladesh 
at present contributes to less than 
5% of the US demand. This is a 
clear indication of the fact that 
Bangladesh could be a valued 
partner using forward linkage 
strategy.

Agriculture and Agri-Processing: 
The present loss due to lack of 
storage facility accounts for almost 
25% of all fruits and vegetables 
grown in the country. Bangladesh 
has already moved into GM food 
which has resulted in higher 
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productivity and thus has an 
immense opportunity to further 
expand its operations into higher 
value production for processing. In 
addition, the farmer of Bangladesh 
are presently working in the 
middle east. Furthermore, private 
companies are operating outside 
Bangladesh utilizing cheap barren 
lands in prospective destinations. 
With the concept of SAGC, joint 
venture agriculture based industry 
is a clear option.

Third, the proper use of natural 
resources is another distinct 
area requiring higher level of 
technological advancements that 
is seriously lacking in this region. It 
is essential to develop partnership 
amongst Bangladesh and US to 
jointly explore the potential in 
the region.

Last but not the least, to achieve 
all of the above, the partnership 
must entail entranchment of high 
level of governance, ensure proper 
financial investment policy, and 
strengthening the skills level of 
the abundant human resource. 
This is another area where transfer 
of knowledge will greatly benefit 
both Bangladesh and the region as 
a whole along with the partner.

In all of these sectors, partnership 
with larger corporates with 
sound research & development 

is likely to open a great horizon 
of trade for Bangladesh, USA 
and the region. In conclusion 
this strategic concept will open a 
new operational paradigm for US 
through partnering with smaller 
strategic satellite nations and also 
puts forward a new dimension for 
partnership between the private 
sectors of the two countries. This in 
return will focus on Public – Private 
Strategic guidelines as outlined by 
the the two nations. The market 
of interest in not just Bangladesh 
but rather the sub-regional 
prospect. Since at the operational 
level a private sector concept is 
proponded, business efficiency 
model is likely to be sustainable. 
While at the monitoring level a 
public sector approach to ensure 
social protection designed for 
pro poor and pro governance can 

be formulated. Lest we forget, 
venturing into India, China, 
Vietnam, or the likes may not be 
more feasible for US due to too 
much of competition. It is thus 
desireable that we start from a 
blue ocean. It is high time that we 
work together for a greater cause 
and to work strategically within 
the new global order.

Lest we forget, Bangladesh has 
couple of options at her disposal. 
There is no doubt that India will 
remain to be one of the strategic 

partners, however, to ensure 
independent trade settings within 
Bangladesh, she must have larger 
portion of economic tie with a 
second trade partner. The first 
option is US due to reasons outlined 
at the beginning. However, if US 
remain uninterested, Bangladesh 
may collaborate with Europe or 
China. Having too many trade 
partners perhaps should be the 
last option.
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Introduction

Importance of FDI Inflow

Can be best described with the classic 
two-gap model, the need for savings to 
finance investment, and the need for 
foreign exchange to finance imports.

Accumulating Investment

• Soysa and Oneal (1999) 
provided a Granger  Causality 
test to 97 developing countries 
and found strong evidence 
to support that FDI provides 
direct and indirect benefits to 
total investment

They found an increase in 
FDI energizes 2.89% more 

domestic investment and 
hence, that new investment 
encourages 1.17% more 
new FDI

• Blongien and Wang (2004) 
established volume and impact 
of FDI has different effects on 
DCs and LDCs

FDI is much less likely to crowd 
out domestic investment for 
LDCs than DCs

Generating Employment

• Empirically, FDI inflow emerges 
export-oriented sectors 
that enhanced the sectoral 
economic growth (Alam 
1999 and Hossain 2008) and 
infrastructure development as 
well as employment generating 
activities

Accelerating Economic Growth

• Results from Blongien and Wang 
(2004) found that the effect of 
FDI on economic growth is one 
that only supported for LDCs 
in aggregate data, not DCs

• Kabir (2007) also provided 
evidence that FDI can help 
economic growth

Cushion to Balance of Payment

• In Bangladesh, FDI inflows 
are reported under the 
capital and financial 
account of the country’s 
Balance of Payments (BOP) 
statement which provides 
the direct positive effect on 
the BOP. 

However  the medium term 
effect may be negative  as 
the investors increase their 

imports of intermediate 
goods and services, and 
begin to repatriate profit. 
(Hossain 2008)

The effect may become 
positive again in the long 
run

Indirect Impact

• Technology Transfer 

• Government Revenue

• Market Intelligence 

• Competition followed by 
Efficiency

• Corporate Social Reasonability 

• Poverty Alleviation 

FDI inflows in Pre-crisis and 
Post-Crisis

• Pre –crisis global trend was 
marked by high growth of FDI 
flow

• Global FDI flow plunged by 
32% in 2009 

Developed economies were 
directly affected

In 2009, the lagged impact 
of GFC reflected in all 
developing economies

LDCs also suffered

• FDI inflow in 2010 showed 
its resilience with 4.9% 
growth, thanks to developing 
economies (achieving 
5.32%)

Developed countries yet to 
recover

Recovery in LDCs is also 
taking more time

Debapriya Bhattacharya
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• Trend of FDI inflow in Bangladesh is volatile in nature and often determined by single large project

• Long term trend suggests a gradual increase in FDI in nominal term

Average FDI inflows in 2006-2010 period increased by 183.1% compared to 1996-2000 period

FDI in Bangladesh: An Overview

• However, the inflow is very low compared to the need of the country even though the country performed 
reasonably well in terms of economic growth and macroeconomic stability

• 2008 was an outstanding year – attracted over a billion USD

Perhaps backed by Japan’s NTT DoCoMo’s purchase of the 30% stake in AKTEL (USD 350 mln) from local 
AK Khan and Company

FDI in Bangladesh: Some Stylized Facts

Regionally Bangladesh Lags Behind

• Regional comparison

Compared to regional competitors, flow of FDI in Bangladesh is one of the lowest

In terms of per capita FDI inflow performance is even lower (USD 6.1) – USD 11.6 in Pakistan, USD 15.8 
in Myanmar, USD 21.0 in India & USD 94 in Vietnam
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Bangladesh’s total FDI inflow performance index (by UNCTAD) also is unsatisfactory (121 among 141 
countries in 2005-07) and did not change much (122 among 140 countries in 2002-04)

Origin of FDI Inflow is Highly 
Concentrated

FDI inflows by country

• Major flow of FDI in 
Bangladesh comes from only a 
few country

• Between 2006-2010, 82.9% FDI 
has been originated from top 
10 countries

• UK and USA comprised 30.4% 
of last 15 years FDI inflow

• Recently inflows from Egypt, 
Singapore, Hong Kong, UAE 
increased significantly

FDI in Bangladesh: An Overview

FDI Inflows (in Mln USD) 

Bangladesh Vietnam India Pakistan Myanmar

1996   232  1 803  2 525 439.305   581

1997   575  2 587  3 619 711   879

1998   575  1 700  2 633 506   684

1999   309  1 484  2 168 532   304

2000   579  1 289  3 588 309   208

2001   354  1 300  5 478 383   192

2002   328  1 200  5 630 823   191

2003   350  1 450  4 321 534   291

2004   460  1 610  5 778 1118   251

2005   845  2 021  7 622 2201   236

2006   792  2 400  20 328 4273   428

2007   666  6 739  25 350 5590   715

2008  1 086  9 579  42 546 5438   976

2009   700  7 600  35 649 2338   579

2010   913  8 173  24 640 2016   756

Source: UNCTAD (2011)



18AmCham

Flow Shifts from Manufacturing Sector to Service Sector

Sector wise inflow of FDI

• FDI inflows has shifted from manufacturing sector to service sector 
over the last 10 years

However, share of FDI stock has not changed its structure that 
much over the same period 

• In 2009, the sector-wise FDI inflow fell in telecoms, power, gas and 
petroleum

However, textiles and wearing, banking, and food products 
attracted more FDI

Bangladesh FDI Inflows by country (in Mln USD)

Country
1996-2000

Average
2001-2005

Average
2006-2010

Average
15 Years Total

15 Years Share 
(%)

 U.K. 115.21 83.45 107.47 1530.66 17

 U.S.A 82.24 58.21 87.37 1139.08 13

 Egypt  -- 34.13 125.93 697.91 8

 South Korea 62.34 30.20 42.44 674.89 8

 Netherlands 36.69 40.50 35.58 563.80 6

 Singapore 1.28 23.83 83.03 540.73 6

 Hong Kong 16.34 25.95 56.43 493.61 6

 U.A.E. 0.51 17.18 73.01 453.00 5

 Japan 27.18 26.01 31.16 421.77 5

 Norway 13.51 33.27 45.38 420.26 5

Sum of Top 10 (in 15 yrs) 347.10 352.24 687.80 6935.71 79

Rest others 107.13 116.93 143.93 1839.89 21

TOTAL INFLOW 454.22 469.17 831.73 8775.6 100

Top 10 Share (in 15 yrs), % 76.86% 73.33% 82.87% 79.0%

Source: UNCTAD (2011)

FDI Stock Shifts from Manufacturing Sector to Service Sector

Sector wise FDI Stock

• FDI stock in Manufacturing Sector historically comprised more than 
one third of total stock 

Textile and wearing driven 
(from 12.5% as of end 
December  2000 to 21.2% 
as of end December  2010)

• The share of FDI stock in Power, 
Gas & Petroleum is  gradually 
diminishing (from 36.5% as of 
end December 2000 to 25.7% 
as of end December 2010)

• Stock in Telecom Sector 
portrayed rather strong share 
against total stock since 2004-
2005 period (from 1.7% as of 
end December 2000 to 15.7% 
as of end December 2010)

Equity Capital Determines 
Total FDI Inflow

Component wise FDI flows

• The volume of total FDI inflow 
is determined at the margin by 
inflow of equity capital

• Share of equity capital fallen steeply 
from 74% in 2008 to 31% in 2009

• In recent years, share of 
reinvested earnings has 
increased, 52% in 2009

FDI in Bangladesh: An Overview
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Consistent Increase in FDI 
Outflow

• Contrast to FDI inflow, outflow 
is increasing consistently 
driven by repatriation of Oil, 
Gas and Power companies’ 
earnings.

• In fact, net FDI turned to 
negative in 2009 (USD 110 
mln)

Mainly DTA driven FDI 
Inflow

• Bangladesh followed a volatile 
trend in attracting FDIs

• Mainly DTA driven

Except years 1999, 2002 and 
2009, EPZs’ share remains below 
20 % of the total FDI inflow

In 1999, FDI through EPZ 
performed its best (with USD 
154.43 mln inflow) – 50% of total

FDI in Bangladesh: An Overview
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Explaining FDI Trends in 
Bangladesh

Liberal Policy Regime

A number of arguments can be 
placed in favour of FDI climate in 
Bangladesh

• Industrious low-cost workforce 

Cheapest in the world at 
22 cents per hour only (BoI 
2011)

• Strategic location, regional 
connectivity and worldwide access

Considered as the hub 
between ASEAN and SAARC 
countries

• Strong, vibrant local market 
and growth

• Openness to trade

• Low cost of energy compared 
to other countries

• Proven export competitiveness

• Competitive incentives

• Export and Economic Zones

Policy Regime

Bangladesh also offers an attractive 
‘FDI Incentive Packages’ for foreign 
investors

• Tax exemption on royalties, 
technical know how and 
technical assistance fees 
and facilities for their 
repatriation

• Tax exemption on interests on 
foreign loans

• Tax exemptions on capital 
gains from transfer of shares by 
the investing company

• Remittances of up to 50% 
of salaries of the foreigners 
employee and facilities for 
repatriation of their savings 
and retirement benefits at the 
time of their return

• No restrictions on issuance 
of work permits to project 
related foreign nationals and 
employees

• Facilities for repatriation of 
invested capital, profits and 
dividends

• Provision of share transfer held 
by foreign share holders to 
local investors

• BDT can be convertible for 
international payments for the 
foreign investors

• Reinvestment of remittable 
dividends is treated as new 
investment

• Foreign owned companies 
duly registered is on the same 
footing as locally owned ones

• According to available records 
no foreign investors have ever 
lost money

Reflection of Entrepreneurs 
(GCR)

• Overall, ranking of Bangladesh 
improved in global 
competitiveness both in terms of 
its score in overall rankings  from 
95 in 2001-02 to 76 in 2011-12 
(based on 100-country scale)

FDI in Bangladesh: An Overview
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• However, the score did not 
improve significantly!

• Perhaps inclusion of new 
underperformed countries 
helped to achieve higher 
ranking in 100-country scale! 
(number of countries increased 
from 125 to 143) - Belize, Haiti 
& Yemen

• Perception about Rules 
to govern FDI improved 
during 2005-06 to 2008-09, 
deteriorating since then.

• Perceptions of entrepreneurs 
did not improve in all three 
blocks in last five years 
according to GCI score.

• Ranking in “Basic 
Requirement” and “Innovation 
and Sophistication” blocks 
deteriorated.

• For successive years, GCR 
suggested that respondents had 
been very indifferent about FDI’s 
contribution in technology 
transfer, though they did not 
show any negative view

Competitiveness

• Bangladesh is still at a stage 
where factor driven (Basic 
requirements) component is 
more important

• Top five problematic factors affecting investment received 71.4% of 
perception 

• Top three problematic factors affecting investment have been 
rearranged with further concentration in the level of perception 
(58.4% in 2011 vis-a-vis 51.8% in 2010) 

Inadequate supply of infrastructure (22.6% vis-a-vis 23.8% in 
2010)

Corruption (18.5% vis-a-vis 12.6% in 2010) - with significant 
rise

Inefficient government bureaucracy (17.4% vis-a-vis 15.4% in 
2010)

• Improvement observed in case of access to financing, tax regulations, 
government stability, work ethics

Top Five Problematic External Factors Affecting Investment 

1. Global Economic Uncertainty

2. Energy Price Volatility

3. Trade Barriers

4. Exchange Rate Volatility

5. Shortage of Natural Resources

Rank 2009-10 2010-11 

1
Inadequate supply of 
infrastructure (23.78) 

Inadequate supply of 
infrastructure (22.56) 

2
Inefficient government 
bureaucracy (15.41) 

Corruption (18.45) 

3 Corruption (12.57) 
Inefficient government 
bureaucracy (17.40) 

4 Policy instability (9.27) Policy instability (6.98) 

5
Access to financing 
(8.53) 

Inadequately educated 
workforce (6.02) 

FDI in Bangladesh: An Overview
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Topic Rankings DB 2011 Rank DB 2012 Rank Change in Rank

Starting a Business 80 86 -6

Dealing with Construction Permits 79 82 -3

Getting Electricity 168 182 -14

Registering Property 172 173 -1

Getting Credit 75 78 -3

Protecting Investors 21 24 -3

Paying Taxes 96 100 -4

Trading Across Borders 111 115 -4

Enforcing Contracts 180 180 No change 

Resolving Insolvency 108 107 1

Doing Business Report 2011

• World Bank’s “Doing Business” ranking suggests performance of Bangladesh deteriorated in most indicators 
in the recent period

Concluding Remarks

• When registration with BoI is considered, one may find a more enthusiastic scenario, but actual inflow 
remains low.

• Bhattacharya (2004) mentioned a number of “good” characteristics of FDI having a potential for greater 
contributions to poverty reduction and sustainable human development

Joint ventures between local capital and FDI with equity participation

Production of labor intensive manufactures

Physical infrastructure development

Transfers technology

Investment in export-oriented enterprises

Processing of local raw materials

Located in peri-urban areas

Having greater forward and backward linkages

Good record of corporate social responsibility (CSR)

These yardsticks may be used to assess the actual impact of FDI in Bangladesh economy

Thank you

FDI in Bangladesh: An Overview
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Bangladesh Shipbuilding Industry and Prospect of 
Foreign Investment
Prof. Dr. Abdur Rahim, PEng 

Introduction

Traditionally Bangladesh is 
considered to be a shipbuilding 
country. Even in the seventeenth 
and eighteenth century, 
Bangladesh had exported ships. 
Modern shipbuilding industry 
started in the former East Pakistan 
in mid 1950s and made some 
progress. It took several decades 
before the nation could register 
its name as an ocean-going 
shipbuilder and attract foreign 
buyers. Bangladesh Shipbuilding 
Industry got a spurt in 2008 when 
a 2,900 DWT ocean-going ship 
was exported from Bangladesh. 

It created a new history for the 
export sectors of the nation.

Bangladesh is currently dependant 
almost exclusively upon Ready 
Made Garment (RMG) for export. 
There is both necessity and 
opportunities for expansion to 
other sectors and widens the 
export base. Shipbuilding is an 
opportunity which can expand 
to few billion dollars in a single 
decade. There is a need to identify 

the segment of the market 
where Bangladesh enjoys the 
highest advantage and to draw 
out a strategy for exploitation 
of the potential. Among other 
measures, attracting Foreign 
Direct Investment is a necessity 
for exposure to market, infusing 
management as well as technology 
and much needed finance.

International Shipbuilding 
Market and Bangladesh

The ship order market boomed 
in middle of last decade until 
the crash in 2008. The crisis has 
seriously affected the global 

shipping industry but Bangladesh 
has remained largely unaffected for 
some reason and small exposure is 
considered to the major. Because of 
prolonged recessions, the market 
has not yet picked up, especially 
in Europe. 

In the current shipping fleet of 
the world, about 60% of the ships 
under 500 TEU are more than 
20 years old. Under the current 
shipping regulations, European 

ports require that ships more than 
20 years old must be surveyed 
every time she enters post. This is 
a huge cost and such ships cannot 
be run profitably.

Newer regulations would compel 
a large number of ships otherwise 
not old either to undergo 
modification to be scrapped. A 
typical factor is the requirement 
of double skin.

The recession starting in 2008 
has prevented ship owners from 
ordering ships for replacement of 
ageing ships or for more economic 
ships. However, the ships have 
not stopped from ageing. Thus 
as soon as the recession will be 
over, there is expected to be a 
rush of orders. There are expected 
to be huge orders even if there is 
no expansion of the economies 
and goods transportation does 
not increase. The expansion of 
economies, usually experienced 
after recessions, will put a further 
pressure. However, if Bangladesh 
has to utilize the opportunity, it 
is imperative to make necessary 
preparation.

Prospects of the 
Shipbuilding Industry in 
Bangladesh

Bangladesh has a distinct 
advantage in shipbuilding and the 
most important ones are:

Bangladesh has a quickest 
learning workforce perhaps in 
the entire world. Bangladesh is 
a biggest source in the world for 
shipbuilding workers. There are 
more than 20,000 steel ships 
built in Bangladesh and plying 
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in the inland waters. This 
industry has created a huge 
pool of semi skilled workers. 
These workers can be quickly 
trained to the skill required for 
shipbuilding of international 
standard. Shipbuilding 
industries in Singapore, Dubai 
are based on Bangladeshi 
workforce. They are diligent, 
hard working, and intelligent 
and dedicated. Right wages in 
due time is only they ask for.

In the recent few years, the 
country has experienced many 
bright professionals emerging 
in industries and business 
houses equipped with modern 
tools. Shipbuilding is a complex 
function and a successful 
shipbuilding required a good 
planning exercise to ensure 
that every element of the ships 
is built not only perfectly but 
also in a coordinated sequence. 
Management professionals and 
engineers of the country are 
quite capable of performing 
the same with some training or 
education.

The professionals of the 
country possess better skill of 
communication compared to 
many competing countries, 
especially China and Vietnam. 
This will help smooth 
interaction with the ship 
owners and impressing the 
owners will be easier.

Although the industrial 
entrepreneurship history 
of the country is recent, 
but the entrepreneurs have 
demonstrated extraordinary 
capability in this job. Most 
of the entrepreneurs of the 
country are first generation 
businessmen and they have 
risen to a level which can 
perhaps not be seen in any 
country of the world, rich or 

poor. This skill and courage 
will facilitate in taking 
Bangladesh to the centre stage 
of shipbuilding in a span of 5-
10 years

The cost of the labor is low, 
especially when compared 
to skill. In other works, best 
combination of sill and cost.

Bangladesh possesses a very 
efficient and educated pool of 
engineers and technicians for 
shipbuilding. Many experts 
working in Singapore are eager 
to return to the country even if 
paid much smaller salary.

The Government is playing 
a very proactive role for 
promotion of shipbuilding

Bangladesh has the most 
liberal policy for Foreign 
Direct Investment making the 

country most attractive for 
foreign investors. This includes 
easy withdrawal of investment, 
repatriation of profit, avoidance 
of double taxation etc.

The weaknesses of the country in 
this respect are as follows:

Shipbuilding has not yet been 
identified as a shipbuilding 
country by the maritime 
world. This is obvious since 

there is still a small number of 
yards and the number of ships 
delivered is small (only 14).

Because of not being identified 
as a shipbuilding country, 
the cost of procurement of 
materials and equipment are 
higher compared to when the 
same items are purchased by 
shipyard in countries identified 
as shipbuilder.

For the same reason, backward 
linkage industries have not 
developed which would make 
inputs less costly for the 
shipbuilders.

Being a developing country, 
there is always a dearth of 
capital, especially when the 
scale of investment is to the 
tune of 30 million USD. The 
risk is considered to be too 

high both for the entrepreneur 
and the banker.

Because the industry is not 
understood by the bankers, 
the usual response to such 
investment proposal is 
lukewarm and is treated in 
the same format as in the 
case of other exportable such 
as garments industry. Thus 
banking support that the 
shipbuilding sector is enjoying 
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under the current policy is 
poor by shipbuilding industry 
standard.

Shipbuilding contracts 
provided for the owner paying 
advances to the builder 
against bank guarantees. 
Since guarantees issued by the 
banks in Bangladesh are not 
acceptable to foreign buyers 
the guarantee is to be endorsed 
by a first class international 
bank. Thus the shipyard has to 
pay commission to two banks 
which may amount to 5%-6% 
of the guarantee amount. Such 
commissions are very smaller 
in the competing countries.

Development of Backward 
Linkage Industries

Shipbuilding is an industry 
which interacts with many 
other industries in different 
manners. There are supporting 

engineering activities and growth 
of shipbuilding industries results 
in other manufacturing industries 
growing. For example, with a 
meager inroad into shipbuilding, 
the Bangladeshi industries are 
producing marine grade steel plates 
and section, electric cables, steel 
tubes, furniture, anchor chains 
etc. Thus any consideration for 

growth of shipbuilding must also 
consider these secondary effects 
and so is any consideration for 
investment. The potential areas 
where Bangladesh can grown in the 
shipbuilding allied industry are:  
(a) ship outfitting i.e. manufacture 
of doors, windows, port holes, 
bollards, fairleads, stairs, ladders 
& gangways, ventilation grills 
and mouths, container fittings, 
cathodes, manholes covers, bell 
mouths & suction strainers, (b) 
safety accessories and signs i.e. 
life jackets, buoys & boats with 
davits, survival suits, rescue 
nets & baskets, maritime signs, 
symbols & posters, (c) anchor & 
anchor cables, (d) shafts and stern 
tubes, (e) switch gears, panels etc. 
Moreover, backward linkages such 
as workshop drawings, welding 
materials & gases already there 
are a few plants and new plants 
may easily be set. Forwarded 
linkages which could add value 

to this industry includes financial 
institutions like banks, insurance 
companies & leasing companies, 
clearing & forwarding houses, 
port service providers. 

Forwarded linkages which could 
add value to this industry includes 
financial institutions like banks, 
insurance companies & leasing 

companies, clearing & forwarding 
houses, port service providers etc.

A vessel after being constructed 
requires replacement of various 
spares & after sale servicing, if that 
falls within the warranty period 
of the vessel than the shipyard is 
bound to serve the ship-owner free 
of charge but such requirement 
after the warranty period which 
is also mandatory is normally 
ordered from a shipbuilder. 
Thus, there is an opportunity to 
ship service industry developing 
in the country as a secondary 
effect of shipbuilding industry. 
The potential will be further 
multiplied with development 
of the proposed deep sea port in 
Sonadia, Chittagong.

Heavy logistical support is 
required to facilitate such massive 
sector which is not available 
in Bangladesh. Currently, the 
shipbuilders are facilitating 
themselves by arranging these 
heavy logistic supports some-
how, for which they need to 
bear increased operational costs. 
Development of common facilities 
would be of benefit to the industry, 
especially in terms of cost.

Support from the 
Government of Bangladesh

The Government of Bangladesh 
has adopted a very positive policy 
towards foreign investment 
including arrangement for 
repatriation of profits, legal 
protection to investment, 
guarantee of law and order etc. 
Shipbuilding industry in on 
current focus of the Government 
and many supportive measures are 
already in place or in preparation. 
For example

The Government of Bangladesh 
has declared shipbuilding as 
a thrust sector. This implies 
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that all necessary support for 
growth of the sectors will be 
extended by the government 
ad necessary policy support 
will be in place as and when 
necessary. 

All import for building 
shipyards for ships for foreign 
buyers are free from import 
duty.

The Government has allowed 
Green Channel for all imports 
required for building ships 
on foreign order. This means 
all import will directly go the 
yard from the port and the 
customers inspection will be 
carried out in the yard

All materials and machinery 
required for building ships on 
foreign orders are exempted 
from import duty.

Proposals under 
Consideration by the 
Government of Bangladesh 
for Supporting the 
Shipbuilding Sector

The Government of Bangladesh is 
considering some further steps to 
support the sector. These include

Developing shipbuilding 
villages in suitable locations 
(e.g. Mongla in the South-

West and Gazari on the River 
Meghan in the central part 
of the country). Interested 
investors will be leased land for 
setting up of export oriented 
shipyards.

A Regulatory Regime entrusted 
with the function of promoting 
the industry, e.g. attracting 
local as well as foreign 
investors, monitor global 
market, advice government on 
the matter etc.

Bangladesh Bank introducing 
refinancing at a lower rate of 
interest to be arranged by the 
Government for Industrial 
Loan for setting up of new 
shipbuilding yards as well as 

expansion of existing units. Such 
a facility should be extended to 
Working Capital as well;

Material transfer facility for the 
ship builders from the buyers 
without opening L/C.

Public Private Partnerships 
(PPP) will be encouraged in this 
sector. Some existing shipyards, 
now operating under the 
public sector may be allowed 
to form PPPs so as to operate 
them to their fullest capacity. 
Such national assets ought to 
be utilized properly without 
duplicating meager resources 
of the country.

The Case of Foreign 
Investment in Bangladesh 
Shipbuilding Industry

Shipbuilding industry offers 
an opportunity for foreign 
participation and investment. 
An investor will find Bangladesh 
ideal destination for investing 
in a shipyard. For ship owners, 
Bangladesh is the ideal destination 

for shipbuilding order for 
procuring ships of good quality at 
competitive price. 

There are few clear advantages a 
foreign investor in shipbuilding 
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will enjoy in Bangladesh. A 
shipyard under a joint venture or 
under Foreign Direct Investment 
from a country like USA or 
Germany will have better access 
to finance especially the reduced 
cost of generating bank guarantees 
for advance payment. The local 
entrepreneurs have to pay both 
local bank and a foreign bank 
for issuance of the guarantee 
which amount to about 5% of the 
project cost whereas any overseas 
entrepreneurs will be able to 
arrange at around 1%. The image 
of a foreign brand will be an added 
advantage.

Conclusions

Shipbuilding industries in 
Bangladesh have already exported 

ocean-going cargo vessels and 
more export orders are being 
executed. The delivery value has 
exceeded 100 million USD mark. 
The optimistic projection puts the 
export earning by the export at 
about $2 billion annually in the 
five years time and much more in 
in the years beyond.

According to industry people, the 
global market for small vessels 
(3,000 to 12,000 DWT) is about 
$400 billion with China, India and 
Vietnam as the main competitor 
to Bangladesh.

The shipbuilding industries 
in some of the competing 
countries are supported by up 
to 30% government subsidies. 
In Bangladesh, the Government 

has just introduced 5% subsidy. 
Even without the subsidy, the 
shipbuilders in Bangladesh 
had been doing well because of 
better productivity. Currently 
the extent of value addition in 
the shipbuilding industries is 
35%. This share may rise to more 
than 50% will little effort and the 
competitiveness of the shipyard 
will be even stronger.

This makes the country is very 
prudent destination of investment 
in the shipbuilding industry both 
for of setting up shipyard and 
placing orders for ships.

Author: Former Faculty member, Bangladesh 
University of Engineering & Technology, 
Dhaka, Bangladesh and maritime industry 
consultant, E-mail: rahim.name@gmail.
com
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RMG in Bangladesh: Need for Branding
Khalid Hasan PhD
Managing Director, Nielsen Bangladesh

Ready-made Garments (RMG) 
sector has been opined as life-
blood of Bangladesh economy as 
to create employment at a mass 
scale where higher education is 
not a prerequisite; next by serving 
the right purpose of the country’s 
problem in which education as 
prerequisite would alienate the 
mass from workforce. RMG has 
ensured women empowerment,  
providing equal or even higher 
opportunities. It facilitates to earn 
the lion share of foreign currency 
in the national vault, catalyzes 
the growth of other sectors both 
at backward and forward ends, 
expedites the growth of GDP 
fueling up production and of 
course alleviating poverty via 
creating livelihoods.

Accounting for about 80% of our 
foreign exchange earnings and 
with 2011 exports at more than 
$17.91 billion, the RMG industry 
is a driving force in Bangladesh’s 
growth. The growth rate of RMG 
export was over 20% over the last 
two decades. Currently Bangladesh 
is the second largest exporter of 
RMG after China. The garment 
sector competes with the world’s 
best, with global companies and 
prestigious brands seeking out 
Bangladesh to produce their goods.

Major Exports of Bangladesh

RMG industry is directly engaged 
with exports and therefore the 
secondary information surfing 
includes RMG’s standing amongst 
the major exports of Bangladesh. 
The chart below reveals the facts 
in favor of RMG. Here it is visible 
that, woven garments and knitwear 
from the RMG sector contributes a 

mammoth share of 78.13% of the 
total export of the country.

Out of the total export earnings 
of $22.93 billion in the FY 2010-
2011, the contribution of RMG, 
accounted 78.13% or $17.91 
billion compared with 77.12 
percent or $12.50 billion in FY 
2009-10. Export volume of RMG 

and Knit Wear is more than 3 times 
higher from 10 years before. Low 
labor cost will help penetrating 
competitors markets and thereby 
creating millions of jobs (from 
China, Turkey etc.)

Since the end 1970s when the 
toddler RMG industry with 

a single venturer has been 
contributing in the country’s 

economy to end up being 
the propeller of the entire 
economy. Creating 4 millions 
of employment so far with a 
target of achieving $ 25 billion 
export landmark by 2013 which 
will create another 1.4 million 

employemnts. Remarkably, 
more than 80% of the workers 
are female and most of them 
came from rural Bangladesh. 

Economic Contribution

The economic contribution 
of this sector for the country’s 
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development is myriad. In the FY 
2010-2011 alone,  RMG sector not 
only earned the nation $17.91 
billion revenue through its export 

and another $16.51 billion by 
its indirect contribution (such 
tax, port, shipping, machineries, 
housing and construction, 
insurance, banking, maintenance 
and engineering, real estate, tours 
and hotels etc.) but also boosted 
up the economy through the RMG 

workers’ expenditure basket of an 
annual $2.96 billion (such as food 
and nutrition, mobile, transport, 
entertainment, health, clothing 
etc.). Being the responsible 
corporate citizen, this vibrant 
industry has strived to eradicate 

poverty by creating employments 
of millions of workers and thus 
uplifting their living standard. An 
RMG worker in his/her everyday 

life is spending enough money 
to make the overall spending go 
high up by 4 millions of his/her 
co-workers. They give rental for 
dwelling, use transportation for 
commuting, consume food for 
living, use consumers goods for 
grooming and spend in recreational 

activities for refreshening. The 
study has tried to capture the 
humongous amount that spills 
over through millions of RMG 
workers and eventually boosts 
up the economic growth of the 
country.

Branding of RMG Sector

It has been vivid from different 
research studies that there should 

be sufficient promotion and 
branding of this biggest revenue 
generating industry. Since the 
industry is completely based on 
exports, it has manythings to do to 
promote itself through branding 
so that a prospective buyer, sitting 
in the other corner of the globe 
can be interested to place his/
her order to flare up Bangladeshi 
economic growth. 

Issues such as child labor, labor 
unest, lower pay-scale, unsound 
working environment have been 
dealt with strong hands by the 
RMG sector in order to revamp 
its positioning and establish a 
positive image in the international 
platform, helping to set a firm 
footing. GoB patronizes this 
sector to hold the momentum of 
growth.

The government, policy-maker and 
other VIP/CIP are recommended to 
promote positive word-of-mouth 
at international level to embed 
a positive image of this sector in 
foreign buyers’ mind space. The 
promotion needs to focus the 
winning stories of the winning 
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women, education for children 
or medication for all, brought by 
RMG sector’s triumphant journey. 

�verseas countries and foreigners 
will have a positive attitude 
toward this country and its 
products and they will be keen 
knowing about �angladesh 
first, and then will plan to visit 
and finally spend their hard 
earnings in this country. This 
is very important for instilling 
confidence in Bangladesh 
among them – be they investors, 
development partners or tourists. 
Their investment will contribute 
directly to our GDP. At the end 
of the day, good branding helps 
attracting FDI and will have 
direct impact upon the GDP. 

Conclusion

In addition to having a visionary 
government RMG policy, the 
immediate action points identified 
for RMG branding are as follows:

3 Ps – essentials for  RMG growth 

Power supply – 100% all the 
factories, round the year;

Port management (reduce 
shipment time);

Political stability is a pre 
condition for taking the 
leadership gloally. Unnesseary 
“negative politics” related to 
labor unrest may be avoided. 

All leading political parties 
should have ownership on the 
RMG growth. 

Branding campaign for -

All people of Bangladesh across 
region and professions

Non-resident Bangladeshis 
(NRBs)

Overseas investors and buyers

Road map for next decades:

Explore new factory locations 
and relocate factories (Peri-
urban locations of Dhaka, 
Chittagong etc.)

Empowering the RMG workers

Branding – internal and 
external

Capacity building programs 
(training institutes) – labor skill 

and product development (high 
end products).Branding should be 
the priority for RMG sector with 
a focus on its huge contribution, 
RMG workers’ contribution to 
bridge the knowledge gap of the 
mass so that the mass may offer 

them proper respect. Branding 
initiative would also enable 
unaware potential buyers to 
consider Bangladesh as a sound 
and optimal manufacturing 
solution. The momentum would 
also work as to retain the existing 
buyer-base.

Reference:

Empowering the Working Class through 
Enhancing Lifestyle: The Story of Bangladesh 
Garments’ Workers; Nielsen Bangladesh and 
BGMEA, February 2011

(Contact: Khalid Hasan PhD at hasank.
dhaka@gmail.com)
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A Paradigm Shift in Marketing
Shariful Islam
Managing Director, World Marketing Summit, Bangladesh

The profession of marketing has 
been reduced to the new age 
equivalent of quackery in the 
eyes of the general population. 
According to a proprietary study 
done by Yankelovich Partners, 
marketing has a negative 
connotation attached to it by the 
general population. Average Joe is 
more likely to associate marketers 
with unwanted spam filling 
their mailbox and annoying 
telemarketers interrupting family 
dinners than key players in 
organizational growth. 

Marketers themselves are 
somewhat to blame for inciting 

this level of customer resistance. 
At any given point of time 
consumers are bombarded with 
TV ads, internet ads, spam 
mails, intrusive ads, annoying 
telemarketing campaigns and 
countless other forms of invading 
the target consumer’s space. It 
is little wonder that the current 
generation has a 5 second 
attention span considering they 
are being hammered with as many 

ads within that period of time. 
Unscrupulous strategies such as 
planned obsolescence, dumping, 
high pressure selling, bait and 
switch tactics and deceptive 
pricing have not helped the cause 
either.

The Machiavellian concept of most 
marketers to do whatever it takes 
to maximize shareholder wealth 
has lead to a view of marketers 
being further associated as people 
who prey on weaknesses and fears. 
Within the organization there is 
constant skepticism on whether it 
is a valid profession or the domain 
of self important charlatans with 

flexible morals. Marketers are 
themselves in constant internal 
strife as to whether marketing 
should be a fundamental strategic 
part of organizational growth or a 
customer facing function.

While some of the negative 
press on marketing is deserved 
it is not all gloom and doom. 
Modern marketing at the heart of 
it focuses on stakeholder wants 

and needs and attempts to fulfill 
them. The rise of Capitalism and 
free market economies can largely 
be attributed to successful and 
effective marketing. The hard 
truth of the matter is marketing 
works and works very well. 
Furthermore much of the negative 
connotations associated with 
marketing are largely due to hard 
sell campaigns and the delivery 
channels marketing messages 
disseminated through and little to 
do with most modern marketing 
approaches and strategies.

Modern organizations have 
realized that they need to move 
away from the concept of just 
shareholder profit maximization 
towards the maximization of 
stakeholder benefits. As a key 
stakeholder customers have moved 
on from being a means to an end 
to a key value driver in the eyes 
of a marketer. Large organizations 
like Apple have moved on to a 
customer centric model and it has 
paid large dividends. Increasingly 
companies have resorted to 
creative yet strategically targeted 
campaigns that involve the 
general population using guerilla 
marketing, crowd sourcing 
and viral marketing and other 
innovative solutions. Most of 
these campaigns have been 
operated on a shoe string budget 
and have been able to capture the 
attention span of an increasingly 
fickle consumer base.

The future of marketing is likely 
to bank on the power of social 
media and increasingly more 
creative ways of engaging the 
consumer without being overly 
intrusive. The consumer which
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has already been acknowledged as 
a all important value driver for the 
organization is likely to be more 
and more involved and made 
part of a organizations marketing 
campaign and strategy.  

Social marketing takes the people 
centric view of modern marketers’ 
one step further by taking a cue 
from marketing’s core value of 
identifying human wants and 
needs and attempting to apply that 
to achieve specific behavioral goals 
for human good. Social marketing 
began as a formal discipline in 
1971 with the publication of 
“Social Marketing: An Approach 
to Planned Social Change” in the 
Journal of Marketing by marketing 
experts Philip Kotler and Gerald 
Zaltman.

The business leaders, academia, 
marketing professionals and 
various thought leaders witnessed 
the birth of World Marketing 
Summit (WMS). WMS has aimed 
to take the concept of social 
marketing one step further by 
providing a platform for the world’s 
best marketers to get together and 
provide solutions to some of the 
world’s most pressing problems. 
It is an initiative of World’s most 
influential marketer Professor 
Philip Kotler with the mission of 
“Creating a Better World through 
Marketing”. Through strategic 
partners WMS intends to bring 
about a monumental shift in 

social marketing and bring it to 
the forefront of development 
work. Professor Kotler, with 
representatives from Canada and 
Bangladesh and the support of 
the Government of Bangladesh, 
has been encouraged to embark 

on this journey in 2012. Although 
primarily designed to target the 
bottom of the pyramid (poorest 
4 billion people in the world) the 
summit also attempted to solve the 
problems that plague developed 
nations.

The 1st World Marketing Summit 
took place on March 1, 2 and 3 
in Dhaka. More than 60 speakers 
including heads of state, marketing 
gurus and other prominent 
global personalities were there 
at the summit. It also featured 
10 Incubator plenary sessions, 
12 General Plenary Sessions, 10 
CEO roundtables and a Local and  
Global Marketing Best Practices 
Experience Zone.

The World Marketing Summit 
not only provided a platform 
for marketing’s best thinkers to 
share their views but also served 
to connect research hubs (aptly 
dubbed incubators as they will 
be hubs where ideas will be 

formulated and hatched) which 
will implement the ideas and 
models that are shared at the 
Summit. This noble concept 
ensures that the ideas generated 
at the Summit don’t die as soon 
as they are conceived rather they 
are implemented and monitored 
to verify if they are successful. 

The days of marketing being 
associated with quackery may indeed 
be over as it is poised now to make 
strides not only in organizational 
growth but in the development of 
the world. Recognized as one of 
the key drivers of organizational 
growth, marketing is now poised 
to be one of the driving forces of 
global change.
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Professor Muhammad Yunus 
received the Nobel Peace Prize 
2006 for his efforts to create social 
and economic development. 
In 1976 he had started the 
Grameen Bank project, which was 
transformed into a formal bank 

in 1983, providing loans to poor 
people. He established further 
companies, which are designed 
to address social problems like 
healthcare, education or access to 
technology. He calls this concept 
social business, another kind of 
business that strives to solve social 
problems rather than maximize 
profits, but is also financially self-
sustainable. A social business pays 
back only its original investment 
and reinvests its profits in 
innovations or further growth 
that advance its social goals.

Prof. Yunus and Hans Reitz 
determined seven principles 
that define a social business: 
1) the business objective will 
be to overcome poverty, or 
one or more problems (such as 
education, health, technology 
access and environment) which 
threaten people and society; not 
profit maximization, 2) financial 
and economic sustainability, 3) 

Background Information about The Grameen 
Creative Lab

investors get back their investment 
amount only, no dividend is given 
beyond investment money, 4) 
when investment amount is paid 
back, company profit stays with 
the company for expansion and 
improvement, 5) environmentally 

conscious, 6) workforce gets 
market wage with better working 
conditions and 7) doing it with 
joy.

Prof. Yunus and Hans Reitz 
founded The Grameen Creative 
Lab (GCL), based in Wiesbaden, 
Germany in January 2009. 
The GCL was created to serve 

society’s most pressing needs by 
accelerating and spreading the 
social business movement in 
Europe and worldwide. As GCL 

is a social business itself, all fees 
charged for its activities are used 
to cover its operating expenses, 
any profits are reinvested into the 
company to expand its outreach 
and add momentum to the social 
business movement. In order to 
be successful GCL attempts to 
maximize its impact by following 
a three step approach:

Firstly, creating awareness about 
social business in setting up 
conferences and education events 
about social business, network 
and connect with all levels of 
governments, corporations and 
civil society and publish as well as 
speak about social business (Prof. 
Yunus and GCL senior staff). The 
Social Business Tour 2010 is an 
example for such a measure to 
interact with a large community 
and to create sustainable impact. 
The tour was initiated to introduce 
the social business concept into 
Central and Eastern Europe. The 
tour took place in six countries and 
six cities providing information 
about social business through a 

series of events and a contest of 
ideas with the potential to solve a 
clearly specified problem through 
social business. This created a 
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long-term impetus for the social 
business movement in Central 
and Eastern Europe.

Once awareness is created, 
GCL focuses on the incubation 
and experimentation of social 
business ideas, which is done 
through collaborations with 
universities to integrate social 
business into research, teaching 
and practice. GCL’s university 
network currently consists of 20 
universities worldwide and is the 
leading platform to connect and 
foster maximum exchange and 
collaboration within the field 
of social business. Universities 
can choose numerous services 
provided by GCL such as speeches 
and lectures at conferences, 
lecture series, social business labs, 
idea contests or consultancy on 
implementing social business 
chairs or institutes. GCL also 
initiates joint initiatives in the field 
of social business with universities 
for further incubation.

Eventually GCL’s activities lead to 
the creation of social businesses. 
GCL initiates and supports the 
creation of social businesses, 
especially joint ventures between 
international corporations and 
Grameen companies. GCL also 
supports the creation of social 
business funds and establishes social 
business public private partnerships. 
Grameen Danone Foods Ltd is 
an example for a Grameen social 
business joint venture. It is designed 
to fight against malnourishment 
especially amongst children (> 
30% in Bangladesh). They are 
producing a yoghurt fortified with 
micronutrients and use solar and 
biogas

energy for production. Milk is 
collected locally and proximity 
sales are taken care of by small 
shops in surrounding cities and by 

more than 800 Grameen ladies in 
rural areas. In February 2007 the 
first plant started producing and 
today 80,000 cups are produced 
every day and today already 177 
people are employed. Profits are 
expected in the course of 2013 
when a second factory, which is 
currently under construction, will 
use its full capacity. Preliminary 
study results by GAIN about the 
impact of the yoghurt have shown 
a positive impact on growth and 
cognitive performance of children 
in Bangladesh.

Social Business Best Practice 
Examples

1. Social business events and 
exchange platforms

Global Social Business Summit

GCL initiated the Global Social 
Business Summit, the world’s 
largest social business platform to 

increase visibility and awareness 
of social business and enable 
the exchange of best practices 
globally. Each year the summit 
brings together entrepreneurs 
and experts from the corporate, 
political, academic and civil 
societal sector to connect and 
network. The summit also 
provides a prominent platform for 
social businesses to present their 

initiatives to an international 
audience. Past summits laid down 
the foundation for future co-
operations. Examples are

 the signing of a Memorandum 
of Understanding with adidas 
AG to develop a social business 
solution to offer affordable 
footwear to the poor,

 the signing of a Memorandum 
of Understanding for the 
first holistic social business 
movement with the region of 
Caldas/Colombia,

 the launch of the YY Millennium 
Tour with the United Nations 
or

 the announcement of the EU 
Social Business Initiative by HE 
László Andor, EU Commissioner 
for Employment, Social Affairs 
and Inclusion.

More information can be found at 
www.gsbs2012.com.

Further regional formats have 
been established:

German Social Business 
Forum

In 2011 the German Social 
Business Forum was initiated by 
GCL to bring together relevant 
stakeholders from the corporate, 
political and civil societal sector 
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to create frameworks for social 
business in Germany. It aims to 
join forces, align strategies and 
support capacity building at 
political and business level. The 
forum was launched as a high-level 
think tank to represent the social 
business movement and to design 
the social business landscape in 
Germany.

Russian Social Business 
Forum

Following visits of Prof. Muhammad 
Yunus to Moscow in 2009 and 
2010 and a Social Business Lab by 
GCL in Moscow in 2010, the first 
Russian Social Business Forum 
took place in 2011 at the Ministry 

of Economic Development of the 
Russian Federation in Moscow. The 
high level forum looked into the 
opportunities social business has 
to offer in shaping the relatively 
young market economy landscape 
and ensuring an inclusive and 
sustainable growth path in Russia. 
In several workshops led by GCL 
the relevance of social business 
in the Russian context as well as 
solutions for the specific problem 
of Russian monocities, cities 
depending on one industry sector 
in economically underdeveloped 
regions, and innovative financial 
products for social businesses were 
discussed.

Social Business Tour 2010 in 
Central and Eastern Europe

The Social Business Tour 2010 was 
initiated by ERSTE Foundation, 
Federal Ministry for Labour, 
Social Affairs and Consumer 
Protection of the Republic Austria 
and GCL to introduce social 
business in Central and Eastern 
Europe. A contest of ideas with 
the potential to solve a clearly 
specified problem through social 
business was launched consisting 
of six national preliminaries and 
a European final. The winners of 
the preliminary decisions received 
consultation and training and the 
winner of the European final was 
supported by a range of expert 

advice and also financial provision 
for his social business. The tour was 
equipped with a 10 million € fund 
to be invested in social businesses 
by ERSTE foundation. This fund 
created a long-term impetus for 
the social business movement in 
Central and Eastern Europe.

More information can be found at 
www.socialbusinesstour.com.

The YY Millennium Tour 
2012-2015

Adopted by all countries and all 
leading development institutions 
in the world in 2000 and set to be 

achieved by 2015, the Millennium 
Development Goals (MDGs) of the 
United Nations (UN) represent the 
most important promise ever made 
to the world’s most vulnerable 
people1. In June 2010, with only 
five years remaining to achieve 
the MDGs, UN Secretary-General 
Ban Ki-moon launched the MDG 
Advocacy Group consisting of 21 
eminent personalities to support 
him in building political will, 
rallying additional support, and 
spurring collective action to 
achieve the MDGs by 2015.

As MDG Advocate Prof. 
Muhammad Yunus is part of this 
Advocacy Group and committed to 
working towards a concrete action 
agenda that offers innovative 
responses to address the gaps 
that hinder further progress. 
Under the direct guidance of Prof. 
Muhammad Yunus and based 
on the concept of social business 
developed by him, GCL works 
towards mobilizing youth around 
the world and empowering them 
to make an impact towards 
achieving the MDGs through 
social business.

The YY Millennium Tour will excite 
the global youth to accelerate the 
achievement of the MDGs through 
the creation of social businesses. 
Prof. Muhammad Yunus will tour 
through various cities and countries 
to inspire and encourage young 
people to become social business 
entrepreneurs. Like ancient trade 
routes such as the famous Silk 
Road, the YY Millennium Tour 
is dedicated to exchanging ideas 
and to connecting the open-
minded young generation beyond 
the barriers of cultures, nations 
and continents. The tour will 
especially spread the concept of 
social business in the developing 
world with a strong focus on 
major regions of Africa.
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Starting in November 2012 the 
YY Millennium Tour will visit 
various cities in developing and 
emerging countries, thus building 
up a continuously increasing 
community of multipliers, 
supporters, and start-ups in the 
field of social business. The tour 
will provide substantial knowledge 
about social business as well as 
generate a strong momentum 
for a worldwide creative network 
that will fuel the development of 
tangible social business models. 
Enriched by arts and artists, the 
tour will inspire a new global 
citizenship based on cross-cultural 
understanding and public spirit.

More information can be found at 
www.yy-mdg-tour.com.

2. University partnerships

University partnerships are key 
to success in GCL’s strategy to 
enhance social business because 
universities shape the mindset of 
the young generation and thus 
play a vital role in incubating 
social businesses. GCL encourages 
research as well as teaching of 
social business and develops 
programs that support universities 
to (1) conduct practically relevant 
academic research in the area of 
social business, (2) design curricula 
for social business, (3) initiate social 
business activities for students and 
(4) provide physical space as well 
as assistance to students, allowing 
them to work on and develop 
social business ideas.

As a first starting point for 
universities to engage with social 
business and raise awareness about 
the topic, GCL offers speeches 
and lectures at universities and 
conferences. These speeches are 
tailored to the specific audience 
and target group and include 
topics such as an introduction to 

social business, an overview of 
best practices examples as well as 
information about how to start 
your own social business. GCL 
also delivers a series of lectures 
covering topics “financing social 
business”, “social business in 
the developed and developing 
world” and “social business 
entrepreneurs” and more. The 
lectures are designed to meet the 
specific needs of the curriculum of 
the students and to provide them 
with the knowledge they need. 
Thirdly, GCL can conduct Social 
Business Labs, a one or two day 
workshop designed to develop 
systemic understanding of social 
business. Social Business Labs 
enable participants to understand 
the benefits that social business 
can have for society, to exchange 
best practices and learn more about 
social businesses and to brainstorm 

and develop first social business 
ideas. Those labs aim to identify 
existing social needs in our society 
and build up the foundation for 
specific social businesses based 
on the local setting as well as to 
connect people with similar social 
business ideas and aspirations.

GCL provides consulting services 
to help academic institutions 
explore social business and 
to implement social business 
activities such as Social Business 

Chair, Social Business Institute, 
Social business idea competitions 
or Master of Social Business 
within the university. Universities 
can choose to engage in research, 
training and/or practical guidance 
and can combine various modules 
according to their specific needs 
and capacities. GCL offers modules 
such as Field Trips, Case Studies, 
Internships, Social Business Hub/
House, E-learning, monitoring 
of Social Business projects, 
publications and PhD courses.

GCL@University is a joint initiative 
with GCL and the university 
to incubate social business 
within the university. The GCL@
University framework defines the 
basement for operation to ensure 
quality and offers a wide scope 
of implementing own ideas for 
each university. An initial training 

week is a prerequisite for setting 
up GCL@University. During this 
training week GCL will impart 
knowledge about social business 
including most recent case studies 
and best practice examples. 
Moreover, GCL provides training 
elements which will enable staff 
members from the university to 
conduct upcoming social business 
labs on their own. Together 
with faculty members, GCL will 
work on a strategic plan for the 
GCL@University to establish a 
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sustainable, independent social 
business incubator.

3. Social Business City 
Wiesbaden – The network

Creating a role model for social 
business in cities

Social business has already reached, 
inspired and helped thousands of 
people in developing nations. Yet, 
the social business concept is just 

as applicable in developed nations 
and can solve social problems in 
Europe. In multiple visits to the 
city of Wiesbaden, Prof. Yunus has 
inspired citizens and stakeholders 
about the concept of social business. 
In 2010, the seeds he planted 
during his earlier visits grew into a 
network of local stakeholders that 
share a common vision to form 
Wiesbaden into a global leader and 
pioneer for social business in cities. 
Together with a network consisting 
of the mayor of Wiesbaden, EBS 
university, Wiesbadener Kurier 
(a local newspaper), Berufswege 
für Frauen (a local initiative for 
professional businesswomen) and 
the Wiesbaden Foundation, GCL 
is working towards addressing 
the following social challenges in 
Wiesbaden:

 In one of Germany’s richest cities, 
more than 10,000 children live 
below the German poverty line 
or are dependent on welfare 
payments.

 Mothers and families are 
struggling with a lack of 
day care and part-time job 
opportunities.

 A large share of the population 
has a migrant background. 

Only one in ten achieve 
qualification for higher 
education (compared to 43% 
for people without migrant 
background).

 Particularly young people are 
suffering from unemployment 
rates that are above the Western 
German average.

 Social problems are concentrated 
in a few city districts with rising 
crime and unemployment rates.

Combining existing structures 
with new concepts

The network of Wiesbaden is 
highly committed to improving 
the standards of living for 
everyone in the city and a range 
of initiatives have already been 

in place for several years. The 
goal of the network is to create 
village-like structures, connect 
local initiatives and citizens, and 
support them in utilizing the 
concept of social business as a 
means to solve social problems 
inside the city. An important 
element is the social business 
fund, which offers innovative 
investment opportunities – both 
for companies committed to 
act upon their CSR strategy, as 
well as individuals that would 
like to create sustainable social 
value with their investments. 
The fund provides financial 
means for social business start-
ups. Companies have the unique 
opportunity to utilize their core 
competencies in projects within 
their strategic scope while at the 
same time creating significant 
social impact. In order to break 
down barriers to starting social 
businesses, entrepreneurs 
will gain access to goods and 
services like start-up consulting, 
outsourcing opportunities, office 
space and entrepreneurial know-
how and networks in Wiesbaden. 
The infrastructure also enables 
local initiatives to enhance part 
of their social services into a 
financially sustainable social 
business model and allow them 
to continue to positively shape 
the city of Wiesbaden. In 2011, 
at the 3rd International reunion 
at a local high school, the first 
German Social Business Forum 
and many other events organized 
by GCL, success stories of the 
first social business start-ups were 
shared and inspired the citizens 
of Wiesbaden about the concept 
as well as citizens of other cities/
countries, who signalled interest 
in replicating the Social Business 
City in their town.

Source: Hans Reitz, The Grameen Creative 
Lab, based in Wiesbaden, Germany
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