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Preface

This report has been prepared by The Institute for Policy, Advocacy, and Governance (IPAG) in joint
venture partnership with e.Gen Consultants Ltd. in accordance with the terms of reference of the
‘Selection of a Consultancy Firm for Policy Study/Policy Review/Rules and Regulation Preparation’
under the BRCP project 1. The core objective of the project is to provide policy feedback through a
policy review of the BIDA Act 2016 under the Bangladesh Investment Development Authority
(BIDA) for advancing the concept of cooperation in trade, investment, transport, and transit
facilitation. Additionally, the assessment will encourage advocacy for policy matters concerning
female traders and foster alignment between a country's developmental goals and its international
commitments in the area of trade facilitation. Furthermore, the policy recommendations chalked out
by this study aspires to benefit policy makers and other stakeholders in supporting trade expansion

and diversification of Bangladesh’s exports.

With a primary focus on the anticipated LDC Graduation in 2026, this study aims to achieve several
objectives. Firstly, it has been prepared to conduct a thorough review of the BIDA Act 2016.
Secondly, the goal is to gather insights from the policy through consultations with the organization
responsible for the BIDA Act 2016 and relevant stakeholders. This aims to pinpoint areas where
coordination and foreign direct investment facilitation can be improved, and to highlight any obstacles
in implementation that both government stakeholders and investors frequently encounter in
Bangladesh. Thirdly, the study seeks to identify the necessary legislative, administrative, and policy
reforms required to ensure a smooth flow of foreign direct investment and harmonized trade
facilitation, among other aspects. Lastly, it aims to analyze how the reforms and recommendations
derived from research, analysis, and stakeholder consultations can contribute to enhancing the Ease of

Doing Business in the region.

Md. Mijanur Rahman

Project Director (Joint Secretary)
Bangladesh Regional Connectivity Project-1
Ministry of Commerce
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Executive Summary

Bangladesh's unwavering dedication to enhancing its investment climate positions it as a promising hub
for future investments, poised to contribute significantly to the nation's economic advancement. On that
note, the BIDA Act was passed on September 1, 2016, through which, the Bangladesh Investment
Development Authority (BIDA) was formed. The Act has mandated BIDA with the responsibility of
delivering diverse promotional and facilitative services to expedite the industrial growth of the nation.

This report assesses the significant role played by the Bangladesh Investment Development Authority
(BIDA) in facilitating and promoting foreign direct investment (FDI) within the context of the BIDA
Act 2016. The review offers a comprehensive analysis of the BIDA Act, examines its implications, gaps
in policy and regulatory framework and presents strategic recommendations for optimizing its
effectiveness in enhancing Bangladesh's appeal to foreign investors. As per BIDA Act 2016 provisions,
BIDA'’s functions include pre-investment counseling, the registration and approval of private industrial
projects, endorsement of branch/liaison/representative offices, visa recommendations, work permits for
foreign nationals, approval of royalty remittances, technical know-how, and technical assistance fees as
well as after care. The BIDA Act 2016 also ensures that BIDA oversees import of capital machinery
and raw materials, approving foreign loans and supplier credits, and offering aftercare facilities to
further support the industrial landscape.

Chapter 1 of the report opens with an introduction, covering background context of investment in
Bangladesh, an overview of BIDA, and the scope and rationale supporting the study. Moreover, the
section highlights the fundamental importance of FDI as a catalyst for economic growth and
development in Bangladesh. Additionally, the research tools such as Key Informant Interview, Focus
Group Discussion, Legal Analysis, and Comparative Analysis among others, that were used to prepare
this report were provided in detail in this section.

Chapter 2 provides a global comparison of FDI, mainly covering the ASEAN and SAARC region, and
is followed by a descriptive section on FDI inflows in Bangladesh where the report indicates that
Bangladesh experienced a 20.2% FDI increase in 2022, reaching $3.48 billion, the second highest ever,
as reported by Unctad's World Investment Report 2023 and Bangladesh Bank. Moreover, this section
illustrates graphs and figures depicting FDI Gross Inflows and FDI net inflows in Bangladesh between
2020 to 2022 among others.

Chapter 3 focuses on the regulatory framework governing foreign direct investment in Bangladesh, with
particular emphasis on the Foreign Private Investment Promotion and Protection Act (FPIPPA) 1980,
which serves as the primary regulatory framework for foreign investment in the country.

Chapter 4 chalks out a brief overview of BIDA, the history behind BIDA’s formation, the management
structure, and concise description of the BIDA Act 2016. Additionally, details are provided on the recent
investment promotion activities conducted by BIDA from 2021 to 2022 which included activities in the
Dubai Expo 2020, the Bangladesh Investment Climate Improvement (BICI) Program, and the first
International Investment Summit in 2021 hosting over 3000 participants from 27 countries among other
activities. Additionally, brief overviews are provided on other IPAs including Bangladesh Economic
Zones Authority (BEZA), Bangladesh Export Processing Zones Authority (BEPZA), and the
Bangladesh High-Tech Park Authority (BHTPA).



IPAG ¢ - gen

empowering people

Chapter 5 serves as a critical examination of the policy-level shortcomings and disparities in
implementation of investment promotion activities and services to investors. The chapter also covers
the National Industrial Policy 2022 and the Export Policy 2021-2024 to determine diversified export
sectors for Bangladesh, further touching upon the priority sectors under the policies. All in all, this
section delves into issues ranging from bureaucratic hurdles to the complexities within the legal
framework. Moreover, this chapter elucidates opportunities for improvement, including the imperative
for enhanced coordination among government entities and the streamlining of investment procedures.
Besides, other aspects such as Double Taxation Avoidance Agreement, repatriation, provisions of
foreign ownership, provisions of an exit policy, Intellectual Property Rights, and comparison of
investment incentives between Bangladesh, India, Vietnam, Thailand, and Malaysia have been covered
here.

Chapter 6 establishes a comparison of international good practices across India, Viet Nam, Thailand,
and Malaysia in developing foreign investment through policies and laws, institutional practices on
investment promotion, investment incentives, foreign investment promotion strategy, investment entry
and establishment, and provisions on investment protection.

Chapter 7 reports the key findings collected via desk review, interviews and focus group discussion.
Through the findings, the research team was able to note down some of the key areas for diversifying
investment promotion in Bangladesh. The section further discusses the institutional capacity of BIDA
and highlights BIDA's proactive efforts to attract foreign investment through various initiatives like
roadshows, seminars, and pre-consultations. However, despite receiving positive feedback for its timely
services, there are concerns about BIDA's insufficient manpower and outdated website. Moreover, the
section asserts the need for capacity-building initiatives and improved marketing strategies to enhance
BIDA's visibility and appeal to foreign investors.

Chapter 8 provides a set of well-considered recommendations aimed at boosting the investment climate
in Bangladesh. These recommendations encompass dispute resolution mechanisms, inter-agency
coordination, procedures for outward remittances, capacity-building initiatives, and robust systems for
monitoring and evaluation, among others. Furthermore, this section has chalked out a matrix that delves
into the provisions under the BIDA Act 2016 using a legal analysis further supported by review of
similar policies and legislations from Vietnam, India, Thailand, and Malaysia. Some additions that have
been suggested including, but are not limited to, provisions of having representatives from the private
sector and research backgrounds in the Governing Board to have a holistic approach, stipulating a fixed
time and increased frequency for the Governing Board meeting, inter-agency cooperation as one of the
functions with a view to resolving issues arising from the investor, provision of a database on market
and industries etc.

Finally, the conclusion of the report establishes a concise summary of the report's key findings,
overarching recommendations, and the overarching significance of FDI in propelling Bangladesh
toward sustained economic growth and development. It underlines the commitment of Bangladesh to
improving its investment climate and its readiness to welcome future investments.

The research findings, along with insights gathered from key informant interviews and focus group
discussions, point towards key recommendations. These recommendations emphasize the potential for
enhancing institutional coordination and standardizing policies, suggesting that BIDA should prioritize
these areas in collaboration with the relevant ministries. Also, since foreign investors find the process
of repatriation of profit cumbersome, simplification of the procedure coupled with a smooth exit policy

3
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is recommended. Additionally, government officials should adopt an approachable attitude towards
investors to encourage feedback. As suggested by several respondents, Bangladesh should shift its focus
toward strengthening backward linkage industries to attract investments in industries such as the
automobile industry. Findings have also suggested that the incorporation of IP rights will slow down
the progress for a few years in Bangladesh but eventually capture a wider international market which
would be beneficial in the long run. Investment diversification prospects that have been suggested by
experts, investors, and government officials include ICT, chemicals, pharmaceuticals, agro-processing,
steel, plastic, edible oil, leather, man-made fiber among others. Moreover, a specific mechanism to
address disputes settlement should be included in the BIDA Act 2016. However, investor state dispute
should be included as a provision in the mother law i.e., FPIPPA 1980. Similarly, a mechanism to
address grievances may be adopted under the OSS Act 2018, further extending towards BIDA.

Overall, this report serves as a resource for policymakers, potential investors, and stakeholders
interested in understanding and navigating Bangladesh's investment landscape. It offers a
comprehensive analysis of the current state of investment promotion and identifies challenges and
presents rational recommendations for fostering an even more inviting and investment-friendly
environment.
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1. Introduction

Bangladesh has achieved significant progress in poverty reduction, employment growth, healthcare,
education, and infrastructure development. It relies heavily on exports for its GDP, but it's about to
graduate from the LDC group in 2026, which will result in a loss of trade benefits, notably in European
markets. As a result, the private sector must prepare to compete on price and quality.

To unlock our full productive potential, Prime Minister Sheikh Hasina has prioritized investment
promotion as a Special Initiative. This is crucial as Bangladesh work towards a seamless LDC
graduation in 2026 and aim to become an upper-middle-income nation by 2031, ultimately reaching
developed country status by 2041.

To navigate this transition, the government should promote foreign investment, which can help mitigate
the challenges tied to the loss of preferential trade access. Bangladesh is a hub linking China, India, and
ASEAN nations, and is equipped with political stability and forward-thinking foreign policy. Hence,
foreign investment can infuse capital, technology, skills, and market connections, improving economic
productivity, competitiveness, and diversity, while also creating jobs and generating revenue.

The Bangladesh Investment Development Authority (BIDA), apex investment promotion agency (IPA)
of Bangladesh, is instrumental in this process. In 2016, BIDA was formed through the BIDA Act with
a primary focus on foreign and local investments and leveraging underutilized government assets to
boost the nation's economic activities. BIDA's role includes investment promotion, policy advocacy,
investor support, pre and post establishment facilitation, land acquisition assistance, and policy
advocacy. The agency also monitors investments and collaborates with international entities to attract
foreign investments. With an emphasis on transparency and investor-friendly policies and having
successfully secured approximately 65% of an $11 billion investment fund over the past four years,
BIDA is well-positioned to promote Bangladesh as an appealing destination for local and foreign
investors. BIDA has framed several policies to support investment and industrial development through
diversified promotional services such as the BIDA Act 2016 and the BIDA One Stop Service Act 2018.

At present, there are three key Investment Promotion Agencies (IPAs) in Bangladesh besides BIDA,
those being, Bangladesh Economic Zones Authority (BEZA), Bangladesh Export Processing Zones
Authority (BEPZA), the Bangladesh Hi-Tech Park Authority (BHTPA). Besides the four essential
IPAs, there is also the Public Private Partnership (PPP) Authority, which promotes domestic and foreign
investments in specific zones and industries.

1.1 Background

The Bangladesh Regional Connectivity Project 1 (BRCP-1) is jointly being implemented by the
Bangladesh Lank Port Authority (BLPA), National Board of Revenue (NBR) and Ministry of
Commerce and financed by the International Development Association (IDA) —a member of the World
Bank Group. The second component of this umbrella project is being implemented as a separate
technical assistance project by the Ministry of Commerce, and aims to strengthen trade related
institutional capacity to ensure active and sustainable cooperation between multiple trade related
stakeholders and empower women trade through the three following components:

- Component A: Create (pilot) programs to assist female merchants and business owners. This
component will test initiatives to address barriers that prevent women from participating in
regional and global supply chains and trading opportunities.
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- Component B: Support for the National Trade and Transport Facilitation Committee's
(NTTFC) capacity development. The inter-ministerial NTTFC was established to coordinate
all trade and transportation-related policies and practices in Bangladesh, and to function as the
Project's Advisory Committee.

- Component C: The Bangladesh Trade Portal will be improved, and a National Enquiry Point
for Trade will be established. In March 2016, the Bangladesh Trade Portal (BTP) was launched.
This component will help to improve the BTP's functionality by allowing it to include
information relevant to potential Bangladesh exporters and ensuring that the content is kept up
to date. This component will also establish the National Enquiry Point for Trade, which will
assist Bangladesh in meeting a crucial WTO Trade Facilitation Agreement obligation.

Part of the IDA Credit will be used by the Ministry of Commerce to conduct studies on existing trade
agreements to build a deeper understanding of the three relevant areas of trade facilitation indicated
above.

1.2 Rationale of the Study

Bangladesh's graduation from the LDC category will have significant implications for its GDP and in
turn will lose some of the preferential market access and international support measures that Bangladesh
currently enjoys as an LDC, such as duty-free and quota-free exports, concessional loans, and technical
assistance. These benefits have helped Bangladesh to boost its exports, especially in the garment sector,
and to finance its development needs. According to some estimates, graduation could lead to a loss of
about 8-10% of its gross export revenue, amounting to about $2.5 billion annually.

Therefore, it is vital for Bangladesh to focus on attracting more FDI as it can help overcome some of
the challenges and risks associated with graduation, such as losing competitiveness, diversifying
exports, upgrading technology, and creating jobs. FDI can provide capital, technology, skills, and
market linkages that can enhance the productivity, competitiveness, and diversification of Bangladesh's
economy.

One of the key factors that can help Bangladesh to attract more FDI is to improve its investment climate
and policies. Bangladesh needs to address some of the existing barriers and constraints that hinder FDI
inflows, such as inadequate infrastructure, complex regulations, weak governance, and low skills.
Bangladesh also needs to take proactive measures to promote FDI in strategic sectors that can contribute
to its sustainable development and LDC graduation.

In that context, it is essential to explore the various provisions put forth by BIDA and identify the
challenges and gaps that may interrupt the continuous growth of the FDI in the economy. Furthermore,
a comparison of the investment climate of the comparator economies is also necessary for reforming
policies and acts for making the country a front-runner in attracting FDI.

1.3 Scope of the Study

Achievement of the overarching objective will be realized by following specific objectives mentioned
below:

» The current situation of the BIDA Act that covers trade facilitation.
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» The effects of the policy/law/regulations on foreign direct investment, trade for exporters and
importers in Bangladesh and the existing obstacles and difficulties including the gaps in
implementation and procedural barriers identified,;

» The best practices in other countries in terms of policy/regulations for better management of
FDI and trade;

» The alignment of these policies /act with the trade related bilateral, regional and international
agreements and conventions;

» The needs of Legislative, Administrative and Policy reforms identified;

» The changes or improvements that are needed to make these policies /act efficient, effective
FDI flow and harmonized for trade facilitation including to meet the LDC graduation
challenges.

1.4 Methodology

1.4.1 Document Review

Keeping in consideration the nature of the two policy studies, our team of experts reviewed both primary
and secondary documents during the desk study.

Primary Documents: The team of experts looked at important papers from the Ministry of Commerce
and other trade-related offices. Some of the papers were the BIDA, Foreign Private Investment
(Promotion and Protection) Act (FPIPPA) and OSS ACT, a review of Bangladesh's investment policies,
and investment deals with other countries. Additionally, the collection of primary documents featured
transcripts of the K1l and FGD conducted as part of this study.

Secondary Documents: Secondary documents included journal articles, news articles, commentaries
by trade and policy experts, among others. Additionally, the team further relied on papers published by
multilateral organizations such as the World Bank, WTO, and UNCTAD among others, research papers
published by other think tanks based in Bangladesh, and annual reports published by BIDA and BEZA.

1.4.2 Key Informant Interview

Under the scope of the study, qualitative data has been collected in the form of KlII. The sample size is
10, and the 10 key informants have been selected by the National Trade Expert/ Trade Economist in
consultation with the Team Leader using purposive sampling technique for each study. The sample
consists of government officials from various ministries and their subdivisions, trade agencies, and
foreign investors. The list of participants who were involved in this study has been provided in Annex
1.

1.4.3 Focus Group Discussions

The consultant team carried out the FGD in mixed groups and ensured women participants. The
preferred size of the group was between 6 — 8 participants as opposed to a group size of 10 — 12 because
if the FGDs incorporate too many experts, it might put forth varying opinions, and divert from the
subject matter. One FGD was conducted, and the FGD participants were selected using snowball or

1 snowball sampling or chain-referral sampling is defined as a non-probability sampling technique in which the samples have
traits that are rare to find.
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commonly known as purposive sampling.” The team of consultants held a discussion with the
Bangladesh Investment Development Authority (BIDA), for the purpose of this study.

1.4.4 Data Analysis

In this section, we have listed out the data analysis tools our team of experts have used below:

1.4.4.1 Comparative Policy Analysis

Comparative policy analysis involves the examination and comparison of policies or their outcomes
across different jurisdictions or settings. This method aims to identify best practices and lessons learned
in various contexts. It is valuable for understanding how different policies have been implemented and
their impact in different regions.

Using a comparative lens, our team of experts will compare the policies of the BIDA Act 2016 to the
foreign investment policies of other countries in the region, such as India, Vietnam, Thailand, and
Malaysia. This analysis helped in identifying successful approaches and practices that can be applied
to the context of Bangladesh. By comparing policies and their effects across different regions, the team
acquired insights into what has worked well in other settings.

1.4.4.2 Legal Analysis

Legal analysis is a process that involves the systematic examination and evaluation of legal issues,
principles, and rules to understand their implications, consequences, and application in specific
situations or cases. This entails identifying all parties affected by a policy, assessing their interests,
positions, alliances, and significance. In our project, we applied a legal perspective to scrutinize two
policies, seeking amendments and recommendations.

Within this project, the legal analysis involved a comprehensive review of policies within the BIDA
Act 2016. The team examined how this act impacted various stakeholders, including businesses,
government entities, and international organizations. This examination facilitated an understanding of
the legal framework guiding investment policies, their alignment with both national and international
laws, and identified areas for potential improvements.
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2. Overview of Foreign Direct Investment (FDI)

2.1 Global Comparison

Over the preceding five years, there has been a noteworthy upswing in Foreign Direct Investment (FDI)
flows across all prominent regional economic groupings within the developing Asian region.
Particularly, investments within the Association of Southeast Asian Nations (ASEAN) have witnessed
an impressive 41% surge, accumulating to a total of $222 billion. Similar patterns of growth were
discernible within the Regional Comprehensive Economic Partnership (RCEP), the Gulf Cooperation
Council, and among member states of the South Asian Association for Regional Cooperation (SAARC).

As of the year 2022, within East Asia, China has emerged as a substantial participant, marking a
noteworthy 5% upswing, resulting in a substantial influx of FDI, amounting to $189 billion. This
increase can be predominantly attributed to investments in the manufacturing and high-tech sectors,
with a significant impetus provided by European multinational enterprises.

In the context of South-East Asia, the FDI landscape in countries such as Vietnam and Indonesia also
showcased positive trends, with FDI increasing by 14% and 4%, leading to FDI totals of $18 billion
and $22 billion, respectively. Conversely, the Philippines faced a 23% decline, primarily attributable to
divestments.

In the Western Asian region, Saudi Arabia encountered a notable 59% reduction in FDI, amounting to
$7.9 billion. In stark contrast, the United Arab Emirates reached historic highs with a remarkable 10%
increase, totaling $23 billion and attracting the fourth-highest number of global greenfield projects.
Turkey also drew attention with a 9% increase, resulting in $13 billion in FDI.

Furthermore, in South Asia, India's FDI landscape has been particularly remarkable, with a
commendable 10% increase, reaching an impressive $49 billion. This positions India as the third-largest
host country for greenfield projects and the second largest for international project finance deals.
Notably, Bangladesh experienced a significant 20% increase in FDI, reaching a total of $3.5 billion,
marking the second-highest level in the country's history, as reported in UNCTAD's World Investment
Report 2023 2.

2.1.1 Foreign Direct Investment (FDI) Inflows in Bangladesh

The history of foreign direct investment (FDI) in Bangladesh between 2003 and 2023 shows a dynamic
economic landscape with notable fluctuations. Bangladesh experienced a 20.2% FDI increase in 2022,
reaching $3.48 billion, the second highest ever, as reported by Unctad's World Investment Report 2023
and Bangladesh Bank. This marks a $584.39 million uptick from 2021 and a 35.7% rise compared to
2020. The following table illustrates the overall growth in FDI Gross Inflows and FDI net inflows

Items 2020 2021 % growth 2022 % growth 2022
over 2021 over 2020
FDI Gross Inflows 3378.49 3883.6 24.3 42.9
FDI Net Inflows (Equity capital 87 289.56 20.3 35.7

inflows+ Re-invested earning+

Intra-company Loans)
Table 1 FDI Inflows in Bangladesh (During the CY 2020 to CY 2022), Sources: FIED Management Cell, Statistics
Department, Bangladesh Bank

2 UNCTAD, “Investment flows to developing countries in Asia remained flat in 2022”, Accessed November 9, 2023,
https://unctad.org/news/investment-flows-developing-countries-asia-remained-flat-
2022#:~:text=Five%20economies%20(China%2C%20Singapore%2C,o0f%20FDI1%20to%20the%20region.
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The following figure provides a year-on-year illustration of the FDI Net Inflows in Bangladesh, which
is indicative of a reduction in inflows in 2020, possibly due to the onset of the COVID-19 pandemic,
with a gradual increase in 2022:

4000 3613.3

3500 3479.95

3000 2873.95
2895.56
2500 2563.58

2000
1500
1000

500

2018
2019
2020
2021
2022

Figure 1 Net FDI Inflows on Yearly basis

The data provided in the following table has been obtained from Bangladesh Bank and includes a sector-
wise breakdown of the net FDI inflows in Bangladesh from January 2022 to December 2022:

Table: Sector-wise Net FDI Inflows during the year 2022 (in million US$

Jun‘2022 Dec'2022 2022 Total
11
0.0 0.0

1 Agriculture & Fishing 18.10 20.62 38.72

2 Mining & Quarrying 0.0

3 Power, Gas & Petroleum 390.82 463.41 854.23 245
i) Power 263.35 248.34 511.69 14.7
ii) Gas & Petroleum 127.47 215.07 342.54 9.8

4 Manufacturing 638.22 664.92 1303.14 37.4
i) Food Products 82.78 70.88 153.66 4.4
ii) Textiles & wearing 346.72 358.97 705.69 20.3
iii) Pharmaceuticals & Chemicals 49.28 38.32 87.60 25
iv) Metal & Machinery Products 5.95 0.32 6.27 0.2
V) Vehicle & Transport Equipment 0.90 0.25 1.15 0.0
vi) Fertilizer 83.15 43.98 127.13 3.7
vii) Cement 4.96 7.03 11.99 0.3
viii) Leather & Leather Products 23.99 93.13 117.12 34
ix) Other Mfg 40.49 52.04 92.53 2.7

11
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Sectors Jan- Jul- CcY i
Jun'2022 | Dec'2022 2022 Total
2.7

Construction 42.62 29.57 72.19
6 Trade & Commerce 205.06 174.46 379.52 10.9
i) Trading 63.29 411 67.40 1.9
ii) Banking 139.46 180.49 319.95 9.2
iii) Insurance 0.38 -16.4 -16.02 -0.5
iv) Non-Bank Financial 1.93 6.26 8.19 0.2
Institutions (NBFI)
7 Transport, Storage & 197.77 306.97 504.74 145
Communication
i) Telecommunications 157.35 292.18 449.53 12.9
ii) Transport, Storage & Others 40.42 14.79 55.21 1.6
8 Services 179.78 139.48 319.26 9.2
i) Hotel & Restaurant 0.26 0.08 0.34 0.0
ii) Clinical 4.88 3.84 8.72 0.3
iii) Computer Software & 13.87 24.47 38.34 1.1
Information Technology (IT)
iv) Other Service 160.77 111.09 271.86 7.8
9 Other Sectors 3.59 4.56 8.15 0.2
Total FDI Inflows 1675.96 1803.99 3479.95 100.0

Table 2 Sector-wise Net FDI Inflows during the year 2022, Source: FIED Management Cell, Statistics Department,
Bangladesh Bank
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3. Policy Framework for Investment in Bangladesh

Bangladesh welcomes foreign investment with open arms, providing attractive incentives and robust
protection measures for foreign investors. This commitment to promoting and safeguarding foreign
investments is enshrined in various Bangladeshi policies, often employed to portray Bangladesh as an
appealing destination for foreign investors.

The government of Bangladesh has introduced an "Open Door Policy” aimed at enticing foreign
investment. The official body responsible for promoting, attracting, and facilitating foreign investment
within the Export Processing Zones (EPZs) operates under the Prime Minister's Office and is known as
the Bangladesh Export Processing Zone Authority (BEPZA). EPZs are established with the primary
objective of creating designated areas that offer a welcoming investment climate, free from burdensome
regulations, to attract potential investors.

In 2015, the government made a significant decision to establish 100 economic zones (EZs) across the
country, with the goals of attracting both domestic and foreign investment, expediting industrialization,
creating one crore jobs, and increasing exports by an additional $40 billion worth of goods and services
by 2030. While many of these EZs are yet to commence operations, the ones that have been in existence
since FY 2017-18 have already garnered $1.6 billion in investments, including $80 million from foreign
sources. Furthermore, investment proposals totaling $26 billion have been signed across all 97
economic zones. Even though BIDA ACT 2016 governs the regulatory framework for investment
promotion in Bangladesh including investment protection and entry, the Foreign Private Investment
Promotion and Protection Act (FPIPPA) 1980 is the key regulatory framework of foreign investment in
Bangladesh. The broader policy and regulatory framework for catering investment include:

Regulatory Framework

General e Bangladesh Industrial Policy (as undertaken from time to time)

Business Start-Up e The Companies Act, 1994
e Securities and Exchange Commission Act, 1993
e Copyright Act, 2000
e Patent and Design Act, 1911
e Trademark Act, 2009
Promotion and e The Foreign Private Investment Promotion and Protection Act
Protection (FPIPPA), 1980
Facilitation e Bangladesh Investment Development Board Act (BIDA), 2016
e Bangladesh Export Processing Zones Authority (BEPZA) Act, 1980
e The Bangladesh Economic Zones Act, 2010/ Amended Bangladesh
Economic Zones Act 2015
e The Bangladesh Hi-Tech Park Authority Act, 2010
e (OSS Act 2018
International Trade e Bangladesh Export Policy (as undertaken from time to time)
(Export and Import)  Bangladesh Import Order (as undertaken from time to time)
Corporate/Personal e Income Tax Ordinance 1984 and related rules and SROs
Taxati_on and e The Customs (Economic-Zones) Procedures (2017)
incentives
Foreign Exchange e Bangladesh Foreign Exchange Regulation Act and Guidelines

e (issued from time to time)
Table 3 Regulatory framework for investment promotion in Bangladesh

13
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4. Bangladesh Investment Development Authority (BIDA):
Context and Challenges

4.1 Overview of BIDA

The Bangladesh Investment Development Authority (BIDA), established under the BIDA Act 2016 on
September 1, 2016, plays a central role in expediting the economic and industrial development of
Bangladesh. The organization was formed through the merger of the Board of Investment and
Privatization Commission. BIDA's core mission is to simplify and accelerate the investment process in
the country, consolidating functions previously dispersed among multiple organizations, including the
Board of Investment (BOI).

BIDA actively promotes investment opportunities in various sectors of the economy, both domestically
and internationally. It markets Bangladesh as an attractive destination for both foreign and domestic
investors. In addition, BIDA plays a role in formulating and recommending policies and regulations
that improve the investment climate and works to remove barriers and create a more favorable business
environment. Furthermore, BIDA plays a critical role in monitoring and evaluating investment progress
in the country, ensuring adherence to regulations and promptly addressing any emerging issues during
the investment process. BIDA's involvement in policy advocacy centers on the identification and
resolution of critical policy concerns impacting Bangladesh's investment environment. The agency
conducts analyses of regulatory obstacles, administrative intricacies, and trade impediments,
subsequently offering policy reform suggestions to the government. The authority also conducts
training programs and workshops to enhance the skills and knowledge of government officials,
investors, and other stakeholders involved in the investment process. BIDA operates as a
comprehensive one-stop service provider for investors, offering a wide range of services, including
streamlined online registration and approval processes. This approach significantly reduces
bureaucratic hurdles and simplifies compliance with regulatory requirements for both local and foreign
investors.

All in all, BIDA is a key driver in creating a transparent and favorable investment environment in
Bangladesh, with a specific focus on attracting both local and foreign investments, thereby contributing
to the country's economic growth and development.

4.2 Overview of the BIDA Act 2016

The Bangladesh Investment Development Authority (BIDA) Act 2016, which came into effect on
September 1, 2016, was established to expedite the country's industrial progress. BIDA was assignhed
the role of delivering a comprehensive set of promotional and facilitative services. The BIDA Act aimed
to streamline bureaucratic procedures and provide incentives to foster a more investor-friendly
atmosphere® and BIDA came into existence under this act. BIDA has offered several incentives for the
promotion of foreign investment in Bangladesh. Moreover, the government has offered several facilities
for foreign investors such as Special Economic Zones, Export Processing Zones, etc. *

The BIDA Act 2016 outlines the functions, powers, and responsibilities of BIDA and provides a legal
framework for its operation. Under the Act, the authority operates as a one-stop service provider,

3 BIDA, “BIDA mandate and activities”, Accessed November 9, 2023, https://bida.gov.bd/mandate-and-activities

4 BRCP-1, “Policy Review on Foreign Private Investment (Promotion and Protection) Act 1980”, Accessed November 12, 2023, chrome-
extension://efaidnbmnnnibpcajpcglclefindmkaj/http://brcp-1.gov.bd/wp-content/uploads/2022/03/Foriegn-Private-Investment-
Promotion-and-Protection-Act-1980 10.03.2022.pdf
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simplifying the investment process by centralizing a variety of services. This includes online
registration and approval processes, reducing administrative complexities and enhancing investors'
ability to navigate regulatory requirements. Furthermore, the Act empowered BIDA to grant incentives
such as tax exemptions, duty-free machinery imports, and other advantages, particularly for priority
sectors. BIDA also actively participates in promoting investment opportunities both domestically and
internationally by engaging in roadshows and investment seminars.

The Act outlines specific regulations for foreign investment promotion and facilitation as well as the
formation of the investment promotion agency, BIDA, in Bangladesh. It also provides guidelines for
foreign investor entry into Bangladesh. The Act includes a regulatory framework for licensing or
approving industrial undertakings, whether they involve domestic or foreign investment or joint
ventures. While foreign investors typically do not require approval under the FPIPPA 1980, the BIDA
Act mandates that individuals seeking to establish private sector industrial undertakings must apply for
approval following specified procedures, except for industries governed by established legal
institutions. It's important to note that BIDA's jurisdiction is limited to industrial undertakings, and
therefore, service subsectors not categorized as industries in the Industrial Policy fall outside BIDA's
purview, missing out on its support. The BIDA Act also incorporates provisions to promote investment,
including one-stop services aimed at expeditiously delivering infrastructure services to industrial
undertakings based on their requirements. 4

4.3 Management Structure of BIDA

BIDA is organized into a three-level management system, detailed as follows:

HEAD AND
GOVERNING BODY E:Eoﬁ':;:::_E DIVISIONAL
OFFICE

BIDA's 7-member

Bangladesh Honcrable
PM Chairs BIDA; Finance
Minister is Vice Chair.
Executive Chief is
Secretary. Private sector
represented too.

Executive Council (in
strategic investment,
marketing, internatiocnal &
local investment
promotion, environment
services & ecosystem) ,

The head office of BIDA is
located in Dhaka with 5
other adminstrative offices
in Chattogram, Rajshahi,
Khulna, Sylhet & Barishal.

guided by the Executive
Chairman.

Figure 2 BIDA three-level management system

4.4 Promoting Investment: BIDA's Recent Initiatives

Under Prime Minister Sheikh Hasina’s special initiative known as Biniyog Bikash (Investment
Promotion), BIDA, as lead agency for overseeing business climate, implemented various investment
promotion and investment facilitation activities. BIDA joined Dubai Expo 2020 which took place in
2022 and assumed regional directorship for South Asia at the World Association of Investment
Promotion Agencies (WAIPA) for 2021-2023.

BIDA further developed the Bangladesh Investment Climate Improvement (BICI) Program to kickstart
business climate reforms across Bangladesh. Additionally, BIDA is developing an Investor
Relationship Management System (IRMS) guided by the Strategic Roadmap 2020-2024 to strategize
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communications and implement IPA services effectively. The system will manage interactions,
implement monitoring and surveys, and manage investors’ databases.

BIDA also organized its first International Investment Summit in 2021 hosting over 3000 participants
from 27 countries where they exhibited 11 of Bangladesh’s thriving sectors that hold great potential for
foreign investment. The agency has taken another step further to streamline information for the public
including investors by launching its new website which highlights the priority sectors in Bangladesh,
provides an investment roadmap, and easier access to services.

In parallel, the FGD findings raised several key initiatives by BIDA to facilitate foreign investments.
One notable initiative is the creation of a country-wise liaison officer's list, making it convenient for
foreign investors from specific countries, such as India, Germany, and the United States, to connect
with designated liaison officers. These officers play a crucial role in providing essential information
and support, boosting investor confidence in Bangladesh.

Additionally, BIDA actively collects and shares investment-related information from various
government entities, including the Trade Ministry, Ministry of Industries, and Bangladesh Bank,
ensuring that investors have access to essential data and resources.

4.5 Bangladesh Investment Climate Improvement (BICI) Program

BIDA introduced the Bangladesh Investment Climate Improvement (BICI) Program to enact
comprehensive business climate reforms across the country, aligning with Bangladesh’s socio-
economic context. Following the suspension of the World Bank’s Ease of Doing Business (EoDB)
program in September 2021, BIDA was directed to develop a program tailored to Bangladesh’s specific
needs. The directive was issued during the 9th meeting of the National Committee for Monitoring
Implementation of Doing Business. BIDA, as the government’s primary agency for coordinating
business climate reforms, crafted the BICI program, seeking input from stakeholders in a workshop
held on June 16, 2022. The proposed BICI, aligned with Vision-2041, focuses on seven pillars,
including Business Entry, Exit, and Technology Adoption, Industrial Infrastructure and Logistics,
Cross-Border Trade and Business, Commercial Dispute Resolution and Labor Regulations, Tax
Regime, and Financial and Non-financial Incentives and Access to Finance. Departing from generic
assumptions, BICI’s reforms will be informed by the Bangladesh Business Climate Index (BBX) and
structured feedback from the private sector. The program, encompassing 97 proposed reforms for FY
2022-23, is currently under government consideration, and several development partners have
expressed interest in funding the initiative.®

4.6 Other Investment Promotion Agencies (IPAS)

4.6.1 Bangladesh Economic Zone Authority (BEZA)

The Bangladesh Economic Zones Authority (BEZA) is an agency of the government of Bangladesh
tasked with developing 100 new economic zones. ®” BEZA was created in 2010 under the Bangladesh
Economic Zones Act and is an attached agency of the Prime Minister's Office2. Its objective is to
establish, license, operate, manage, and control economic zones in Bangladesh, with the target of

5 BIDA, Accessed November 13, 2023, https://bida.gov.bd/storage/app/uploads/public/63b/695/769/63b6957697f14678356175.pdf
6 BEZA, Accessed November 11, 2023, https://beza.gov.bd/

7 Wikipedia contributors, Bnagladesh Economic Zone Authority, Accessed November 11, 2023,
https://en.wikipedia.org/wiki/Bangladesh Economic Zones Authority
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generating 10 million jobs and receiving USD 40 billion in export earnings® °. BEZA is responsible for
developing both government-owned and privately-owned economic zones in different parts of
Bangladesh®. The agency is working towards establishing 100 economic zones across the country by
2030 to achieve industrial self-sufficiency, decentralization, and a one crore employment target “.

4.6.2 Bangladesh Export Processing Zones Authority (BEPZA)

The Bangladesh Export Processing Zones Authority (BEPZA) is an agency of the government of
Bangladesh that promotes, attracts, and facilitates foreign investment in the country's export processing
zones (EPZs) . BEPZA was established in 1983 under the Bangladesh Export Processing Zones
Authority Act and is an attached agency of the Prime Minister's Office!!. Its primary objective is to
provide special areas where potential investors would find a congenial investment climate free from
cumbersome procedures*?. BEPZA currently oversees the operations of eight EPZs in different parts of
Bangladesh, including Chittagong, Dhaka, Mongla, Ishwardi, Comilla, and Uttara. The agency
performs inspections and supervises the compliance of enterprises related to social and environmental
issues, safety, and security at the workplace to maintain harmonious labor management and industrial
relations in EPZs®.

According to the Bangladesh Economic Review for the year 2023, it is reported that the Export
Processing Zones (EPZs) in Bangladesh presently accommodate a total of 452 operational enterprises,
with an additional 93 enterprises in various stages of implementation. Among the operational
enterprises, 150 are situated within Chattogram EPZ, 89 within Dhaka EPZ, 31 within Mongla EPZ, 21
within Ishwardi EPZ, 48 within Cumilla EPZ, 23 within Uttara EPZ, 48 within Adamjee EPZ, and 42
within Karnaphuli EPZ. As of February 2023, the cumulative investment within these EPZs has reached
an impressive figure of US$ 6,296.24 million. Notably, during the initial eight months of the fiscal year
2022-23, the EPZs achieved a total export value of US$ 5,361.12 million. Significantly, in the fiscal
year 2021-22, the exports from EPZs constituted approximately 16.61 percent of the nation's total export
volume. Furthermore, it is noteworthy that as of February 2023, the industrial establishments operating
within the EPZs, under the supervision of the Bangladesh Export Processing Zones Authority (BEPZA),
have provided gainful employment to 486,304 Bangladeshi citizens. It is particularly significant to
mention that this workforce accounts for a substantial 66 percent of the entire Bangladeshi workforce
employed within EPZs. The following table gives an overview of the investment, export and export in
several operational EPZs across Bangladesh.

Name of EPZS Number 0] Industry Investment Export Employment
Under (US$ in M) (US$ in M) (No.)
Chattogram EPZ 1999.45 39741.18 173440
Dhaka EPZ 89 6 1718.83 33826.67 76147
Adamjee EPZ 48 12 709.88 7501.09 58414
Cumilla EPZ 48 5 548.12 5298.34 44048

8 Bangladesh, A. (n.d.)., “Embassy of Bangladesh Paris - Economic Zones in Bangladesh”, Accessed November 11, 2023,
https://www.bangladoot-paris.org/trade-and-commerce/economic-zones-in-bangladesh.html

9 Rayhan, A. U. N. J. (2023, March 20). “Beza will add $40b to the economy by 2030.”, Accessed November 11, 2023,
https://www.tbsnews.net/economy/beza-will-add-40b-economy-2030-597686

10 BEPZA | Bangladesh Export Processing Zones Authority, Accessed November 14, 2023, https://www.bepza.gov.bd/
11 Wikipedia contributors, "Bangladesh Export Processing Zone Authority. Wikipedia", Accessed November 14, 2023,
https://en.wikipedia.org/wiki/Bangladesh Export Processing Zone Authority

12 BEPZA. Bangladesh Export Processing Zones Authority (BEPZA) | LinkedIn, Accessed November 12, 2023,
https://www.linkedin.com/company/bepza?originalSubdomain=bd
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Karnaphuli EPZ 42 6 712.20 10132.05 73812
Ishwardi EPZ 21 20 233.97 1461.57 17045
Mongla EPZ 31 10 145.70 1070.73 11527
Uttara EPZ 23 6 226.78 2201.08 31871
BEPZA EPZ 0 18 1.30 0.00 0.00

Total 452 93 6296.24 101232.71 486304

Table 4 Bangladesh EPZ Stats

4.6.3 Bangladesh Hi-Tech Park Authority (BHTPA)

The Bangladesh Hi-Tech Park Authority (BHTPA) is a government agency in Bangladesh that is
responsible for establishing, managing, and operating technology business parks throughout the country
1314 The BHTPA was established under the Bangladesh Hi-Tech Park Authority Act of 2010 with the
objective of creating an investment-friendly environment for the IT and IT-enabled services (ITES)
industry.

BHTPA is responsible for developing and managing several hi-tech parks in Bangladesh, including the
Bangabandhu Hi-Tech City in Kaliakoir, Gazipur, the Sheikh Hasina Software Technology Park in
Jessore, and the Janata Tower Software Technology Park in Dhaka °. BHTPA's mission is to establish
international standard infrastructure, create a sustainable business environment, and develop an
IT/ITES-based industrial ecosystem in Bangladesh?®>. BHTPA offers various incentives to investors,
such as tax holidays, duty exemptions, and other financial benefits, to encourage investment in the hi-
tech sectors.

Atotal of 12 IT parks will be established in 12 separate districts across the country, including Jamalpur,
Natore, Thakurgaon, Comilla, Mymensingh, Kareniganj (Dhaka), Barisal, Rangpur, Rajshahi, Sylhet,
Khulna, and Chattogram. BHTPA is establishing Hi-Tech Parks, Software Technology Parks, and IT
Training & Incubation Centers throughout the country to attract local and foreign investors for the
development of Hi-Tech/IT/ITES industries. These parks aim to create huge employment opportunities
and skilled human resources in the country. ¢

13 Wikipedia contributors. (2023c, October 6). Bangladesh Hi-Tech Park Authority. Wikipedia, Accessed November 16, 2023,
https://en.wikipedia.org/wiki/Bangladesh Hi-Tech Park Authority

14 Bangladesh Hi-Tech Park Authority, Accessed November 17, 2023, https://bhtpa.gov.bd/

15 BHTPA, Bangladesh Hi Tech Park Authority, Accessed November 11, 2023, https://ossbhtpa.gov.bd/

16 Bangladesh High-Tech Park Authority (BHTPA): — Invest Bangla. (n.d.)., Accessed November 13, 2023, https://www.invest-
bangla.com/bangladesh-high-tech-park-authority-bhtpa/
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5. Findings from Secondary Sources: Policy Challenges and
Implementations Gaps

5.1 National Industrial Policy

The Ministry of Industries has issued the National Industry Policy (NIP) for 2022, with its primary
goals being the promotion of entrepreneurship, expansion of export diversification, and the facilitation
of both local and foreign investments.

The primary focus of the NIP is on labor-intensive industrialization using domestic resources. The
policy targets a 40% GDP contribution from industries by 2027, up from 35% in 2016 and 29% in 2010.
While the industrial sector contributed 37.07% in 2021-22, there's a push to reach 41.86% by 2025. The
policy emphasizes gradual growth, with achievements in manufacturing sectors like textiles, garments,
and leather.

The policy stresses the importance of export diversification, increased foreign direct investment (FDI),
and a focus on the Fourth Industrial Revolution (4IR). Special attention is given to less developed areas,
aiming to ensure a stable supply of raw materials for export-oriented industries. Initiatives include
simplifying administrative procedures, supporting startups, and encouraging [CT-based
entrepreneurship. Women entrepreneurs are promoted with collateral-free loans, although funding
challenges persist.

The policy addresses the formalization of the informal sector, introducing a time-bound action plan.
There's an emphasis on attracting local and foreign investment, improving confidence in organizations
like BSCIC, and implementing initiatives for start-ups. Challenges include financing for women
entrepreneurs, labor productivity behind ASEAN countries, and the need for specific targets to improve
Global Industrial Performance Index (GlII) rankings.

The graduation challenges, including loss due to LDC-ISMs, logistics costs, and the need for
digitalization and diversified FDI, are acknowledged. The policy aligns with the goals of other Asian
countries like Malaysia and Vietnam. However, challenges such as poor data management, inconsistent
policies, and the implementation mechanism's effectiveness need attention. The editorial stresses that
while policies are in place, the focus should be on their implementation with a time-bound and strategy-
oriented approach.
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5.1.1 Priority Sectors

As per the NIP 2022, the priority sectors are as follows:

Figure 3 The priority sectors according to the NIP, 2022

5.1.2 Special Development Industries
The NIP has recognized specific industries designated as special development sectors. These sectors

will necessitate further investment and development efforts to unlock their potential for generating
future export revenues.

Figure 4 Special development industries under National Industrial Policy (NIP), 2022
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5.2 Export Policy 2021 - 2024

The Export Policy, 2021-2024, was made effective from March 23, 2022. The Policy aims to reach
annualized export earnings of US$ 80 billion between the years 2021-2024 with a key focus on post-
LDC-Graduation challenges, research, and development, curbing the impact of COVID-19 on export
sectors, and the fourth industrial revolution. The Policy focuses on boosting trade by tapping into 14
priority sectors with products of high-value potential as mentioned below.

The government of Bangladesh provides incentives to selected export sectors which includes textiles,
hand-made products, jute produces, agricultural and agri-processed goods, leather goods, furniture,
plastic goods, frozen fish, motorycles, among others. Most of these products are already in Bangladesh’s
Export Priority List. The rate of subsidy for these items ranges from 4 — 20 percent. Under the provisions
of the Value Added Tax Act, 1991, and the Customs Act, 1969, all duties and taxes paid on inputs/ raw
materials used for the manufacturing of exported goods is subject to refund.

5.2.1 Priority Sectors

HIGHEST PRIORITY SECTOR

i High value-added ready-made garments, denim

ii. Man-Made Fiber

iii. Garment Accessories.

iv. Pharmaceutical products.

V. Plastic products.

Vi. Footwear (leather, non-leather, and synthetic) and leather goods.

Vii. jute products, including multipurpose jute products.

viii.  Agricultural and processed agricultural products; fruits, cut flowers.

iX. Light engineering products (auto parts, bicycles, motorcycles,
batteries)

X. Construction of ships and sea-going fishing trawlers.

Xi. Furniture.

Xii. Home Textiles and Home Decor, Terry towel.

xiii.  Baggage.

Table 5 Highest Priority Sector

While BIDA is adhering to the National Industrial Policy, as indicated from data collected via the KlI
of foreign investors, pharmaceutical products, ICT, electronics (among which, mobile phones
manufacturing), and leather are potential areas where investment may be diversified. Kll findings have
complemented this, providing various suggestions for investment diversification e.g., steel, plastic,
leather, chemicals, pharmaceuticals, agro-processing, hi-tech, ICT etc.

5.3 Dispute Settlement

An essential concern for foreign investors revolves around the selection of an appropriate dispute
resolution mechanism. Section 4 of the FPIPPA 1980 stipulates that the government is obligated to
provide fair and equitable treatment to foreign private investments, ensuring their full protection and
security within Bangladesh. Due to delays often experienced in Bangladeshi litigation, foreign investors
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typically prefer arbitration as their favored method for resolving cross-border commercial disputes '
The World Justice Project announces in its Rule of Law Index 2016 that Bangladesh is ranked at 103rd
among 113 countries. Weaknesses in public governance and judicial independence have led to a lack
of confidence in solving commercial disputes through its court system. Arbitration offers flexibility and
allows parties to autonomously resolve conflicts while maintaining confidentiality.

In instances of disputes, dispute resolution methods are available under the Arbitration Act of 2001 and
2004. Bangladesh is a signatory to the International Centre for Settlement of Investment Disputes
(ICSID), an organization that settles investment disputes involving specific states and foreign nationals.
Additionally, Bangladeshi law permits contracts to refer dispute settlement to third-country forums,
such as those in Singapore.

Bangladesh is also a participant in the South Asia Association for Regional Cooperation (SAARC)
Agreement for the Establishment of an Arbitration Council since November 2005, aiming to establish
a permanent center for alternative dispute resolution in one of the SAARC member countries.
Furthermore, Bangladesh is a signatory of the New York Convention, recognizing the enforcement of
international arbitration awards. For dispute resolution, the Bangladesh International Arbitration Centre
(BIAC) is available, operating under the Bangladesh Arbitration Act of 2001. BIAC is an independent
arbitration center established in April 2011 for the resolution of commercial disputes, overseen by a
committee headed by the President of the International Chamber of Commerce Bangladesh (ICCB) and
comprising presidents of other prominent chambers, including DCCI and MCCI.

The FPIPPA currently lacks any provisions for investor-state disputes, which are typically found in
bilateral agreements. A provision on investor-state dispute should be explicitly stated in the Act and
designed to be as comprehensive as possible, providing foreign investors with ample freedom and
protection. In most treaties, parties’ consent to settling investor-state disputes through international
arbitration mechanisms, typically ICSID. When investors commit significant funds to a project, they
often seek legal support to ensure their protection. They may not solely rely on the FPIPPA for clarity
and may refer to other documents like bilateral investment treaties or joint investment agreements.

Bangladesh has faced a total of 7 claims from foreign investors, with four cases resolved and three
currently under arbitration. Thus far, no foreign investors have invoked protection under the FPIPPA.
Presently, there is no evidence of ongoing proceedings in national courts. While investors from
countries with bilateral investment treaties receive protection under those treaties, investors from other
nations must rely on the FPIPPA.

The Grievance Redress System functions as a channel for stakeholders to formally submit complaints
to government authorities regarding dissatisfaction with service providers. Its purpose is to identify
opportunities for improving service delivery, enhancing transparency, and ensuring accountability
among service providers. The Government of Bangladesh already employs such a system. However,
when investors' complaints concern agencies other than BIDA, there is no formal mechanism to address
these issues. In this context, BIDA may address this matter under the OSS (One-Stop Service)
framework, incorporating it into the act and developing a Standard Operating Procedure (SOP) for its
implementation, which would ensure proper resolution of investor complaints. The umbrella law,
FPIPPA should have provisions to ensure the exhaustion of local remedies first before going for a
mutually agreed international dispute settlement forum. The BIDA Act can have a provision dispute
resolution clause empowering the High Court Division of the Supreme Court of Bangladesh or the court

17 Grace. Arbitration issues for foreign investors in Bangladesh. Law.asia, (2023, February 8), Accessed November 11, 2023,
https://law.asia/arbitration-issues-foreign-investors-bangladesh/
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(preferably a commercial court/tribunal) against any grievance arising from any action or inaction of
BIDA. The court/tribunal can follow the procedure as laid down in the Code of Civil Procedure, 1908
and the Arbitration Act, 2001.

5.4 Inter-agency Coordination Gaps

While BIDA is responsible for facilitating investment promotion, every IPA has a separate mandate
which does not require them to coordinate as indicated by KIllI findings. Though BIDA plays the role of
a facilitator, some approvals are generally granted by other organizations.

To streamline the procedures for setting up an investment/business, an overarching power is missing.
In this regard, FGD findings have presented an interest from BIDA's end to adopt an overarching power
for overseeing the overall activities under the umbrella of the OSS. Some KII respondents have
reiterated a similar interest, expressing the need for a dedicated authority to oversee all procedures.
BIDA in this regard, can follow the model of Vietnam's Foreign Investment Agency (FIA), which
functions as the central administrative body responsible for investment matters at the national level.

Moreover, BIDA is a part of the Central OSS Authority, and the efficiency of the OSS is affected due
to inter-agency coordination. Inter-agency coordination is essential to the efficiency of the OSS as it is
a host portal which offers services from various agencies, that are to be offered within a prescribed
timeframe. While BIDA and BEZA offer various services through the OSS system, the platform offers
more than 125 services to investors, involving over 35 government agencies, therefore, inter-agency
coordination emerges as a pivotal element in ensuring the system operates effectively.

From a legal perspective, the OSS Act may include a provision for incorporating coordination
mechanism into every IPA mandate with BIDA acting as the central authority in charge of overseeing
coordination.
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5.5 Double Taxation Avoidance Agreement

Foreign investors have the opportunity to prevent double taxation through the Double Taxation
Avoidance Agreement (DTAA). The National Board of Revenue (NBR) is empowered to engage in
negotiations with foreign countries to encourage foreign direct investment (FDIs) in Bangladesh.
DTAA is a mutual agreement between two countries aimed at preventing double taxation by outlining
each country's taxation jurisdiction concerning international income flows and offering tax credits or
exemptions to eliminate the risk of double taxation. DTAA also facilitates the sharing of information
between treaty partners to combat tax evasion. Below is the list of countries that have signed bilateral
DTAA agreements with Bangladesh.

Bangladesh’s Bilateral Double Taxation Avoidance Agreements (DTAA)

1 Belgium (effective 1 July 1997) 21 Poland (effective 1 July 2000)

2 Canada (effective 1July 1982) 22 Romania (effective 1July 1989)

3 China (effective 1July 1998) 23 Saudi Arabia (effective 1 July 1012)

4 Denmark (effective 1January 1997) 24 Singapore (effective 1January 1980)

5 France (effective 1 January 1988) 25 Sri Lanka (effective 1July 1989)

6 Germany (effective 1 January 1990) 26 Sweden (effective 1July 1984)

7 India (effective 1July 1993) 27 Switzerland (effective 1 July 2009)

8 Indonesia (effective 1 July 2007) 28 Thailand (effective 1July 1998)

9 Italy (effective 1July 1980) 29 Turkey (effective 1July 2004)
10 Japan (effective 1July 1992) 30 The United Arab Emirates (effective 1July 2012)
n Korea (effective 1July 1983) 31 The United Kingdom (effective 1 July 1978)

The United States of America (effective 1 October

12 Malaysia (effective 1 January 1982) 32 2006; withholding tax 1 January 2007 - other
taxes)

13 Mauritius (effective 1 July 2011) 33 Vietnam (effective 19 August 2005)

14 Netherlands (effective 1 July 1995) 34 Belarus (effective 1 June 2014)

15 Norway (effective 1 July 2006) 35 Kuwait (effective 25 December 2018)

16 Pakistan (effective 1 January 1980) 36 Bahrain (effective 9 October 2017)

17 Philippines (effective 1July 2004) 37 Czech Republic (effective 1July 2021)

18 Bhutan (effective 28 November 2017) 38 Nepal (effective 05 March 2019)

19 Myanmar (effective 01 July 2012) 39 Morocco (effective 01 July 2021)

20 Maldives (effective O1July 2022) 40 Iran (effective 1 July 2023)

Figure 5 Bangladesh's Bilateral Double Taxation Avoidance Agreements (DTAA)

For instance, primary data collection has indicated that mismatches in financial years between
Bangladesh and India led to confusion for Indian companies regarding double taxation avoidance
agreements. The tax year in Bangladesh spans from June to July, whereas in India, it runs from March
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to April. This variance necessitates a certificate from companies verifying tax payments made during
the March-April period. However, the government hasn't been issuing these certificates, creating
obstacles in the process for India.

5.6 Intellectual Property Rights (IPR)

Intellectual Property Rights (IPRs) are the legal protections afforded to the creators or owners of
intellectual property, which includes works of literature, art, inventions, designs, names, symbols, and
pictures used in commerce. By giving creators and inventors ownership over their works and allowing
them to profit monetarily from their intellectual investments, these rights are crucial for promoting
innovation and creativity.

Intellectual property and investment are closely interrelated in the business and economic perspective.
The “Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS)” by the WTO sets
out the minimum standards for the protection of intellectual property rights among its member states.
Under this agreement, member countries have the option, though not an obligation, to enact more
extensive intellectual property protection in their laws, provided that such protection aligns with the
agreement’s provisions. As a member of the WTO, Bangladesh has an obligation to follow the minimum
standard as set in the TRIPS agreement. Accordingly, Bangladesh has amended Intellectual Property
related laws and regulations. For example, by repealing the previous Patents and Designs Act, 1911
(Act No. Il of 1911) the new Patent Act, 2022 was passed and the industry-design bill was passed in
2023 8, Further, with a view to creating an enabling environment towards practicing IPRs effectively,
the government has taken some initiatives. As an example, on 15 November 2018, the Nat