CHAPTER 8
INDUSTRY

The contribution of the industry sector to Bangladesh economy has an increasing trend. In FY
2006-07, the contribution of the industry sector to real GDP is 29.77 percent while it was 17.31
percent in FY 1980-81. It is expected that this upward growth trend of the industrial sector will
help to achieve the national growth rate at 7 percent level. Among the fifteen sectors identified for
computing national income, the greater industry sector includes five sub-sectors such as mining &
quarrying; manufacturing; construction; electricity-gas and water supply. . Among these sub-
sectors, the contribution of the manufacturing sector is the highest. In FY 2006-07, the growth of
the manufacturing industry reached double-digit level like previous fiscal year. According to
provisional estimate, in FY 2006-07 the contribution of the manufacturing sector to GDP is 17.79
percent, which is 4.34 percent higher than that of the previous year. In FY 2006-07, the growth
rate in the manufacturing sector is estimated at 11.19 percent, which is 3.9 percent higher than that
of the previous financial year. This trend in growth has accelerated the pace of economic
development in Bangladesh. This growth was propelled by readymade garments and knitwear
industry. The growth performance of the manufacturing sector and its contribution to GDP during
FY 1999-00 to FY 2006-07 is shown in Table 8.1 below:

Table 8.1: Contribution of Manufacturing Sector in GDP and Growth Rate

(At constant prices of 1995-96) )
(TK. in crore)

Type of | 1999-2000 | 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 [ 2005-06 | 2006-07
Industry (Prov.)
Small & 8659.3 9267.4 | 10699.6 | 10780.0 | 11496.0 | 12408.5 | 13551.5 | 14944.2
Cottage (5.8) (6.6) (7.2) (8.0) (7.45) (7.93) (9.21) (10.28)
Medium- 21708.6 23130.2 | 24194.1 | 25780.8 | 27572.03 | 29860.5 | 33268.2 | 37114.4
Large (4.4 (7.0 (4.6) (6.6) (6.95) (8.30) (11.41) (11.56)
30367.9 32397.6 | 34174.2 | 36480.8 | 39068.8 | 42269.0 | 46819.7 | 52058.6(
Total (4.8) (6.7) (5.5 (6.8) (7.0) (8.19) (10.77) 11.19)

Source: Bangladesh Bureau of Statistics.
Note: Figures in parentheses indicate rate of growth.

In the face of challenges of open market economy and globalization, the government believes that
private sector-led industrial development could be one of the prime movers of economic growth.
Beside this, government, by now, has liberalized the trade regime by introducing a range of
reforms so that the entrepreneurs can set up industries and operate them profitably without any
misgivings. Meanwhile, the government has handed over a number of SOE’s to the private
ownership. In order to establish economically viable industrial enterprises, the government has
taken initiatives to set up Industrial and Special Economic Zones so that the huge land area of
these industrial zones is effectively used to set a new trend for industrialisation that would
facilitate creation of huge employment opportunities.

To further strengthen the process of industrialisation, the government has identified the Small and
Medium Enterprise (SME) sector as a priority sector and also as an engine of industry. To attract
foreign investment, all facilities to be given to the potential investors were incorporated in the
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industrial policy. The government took initiatives to formulate a separate SME policy to provide
required guidelines and strategic support to set up SME industries across the country. Guidelines
and strategies incorporated in the SME policy will be followed to establish SME industries.

Over the last decade, a discernible change across the globe was evident in terms of women's
participation in socio-economic activities particularly in the sphere of industry. The present
industrial policy, therefore, attaches significant priority to the issue of creating more women
entrepreneurs and ensuring more participation of women entrepreneurs in the process of
industrialisation. For hygienic preservation and marketing of Bangladesh agricultural products
steps will be taken to make them frozen, pasteurized, canned or turn them into dry food, so that all
these locally produced commodities can be exported round the year.

In this age of ICT, it is possible to provide accurate and rapid customer services by using ICT for
cost effectiveness and improvement of the quality of products. This is why, providing
encouragement to the intensive use of ICT on certain specific areas is another important feature of
the present industrial policy.

It is visualised that the industry sector that will be developing over the next decade would be able
to gain 30-35 percent share of GDP and also to absorb 35 percent of the labour force. To achieve
this estimated growth in the manufacturing sector, the present industrial policy has laid special
emphasis on strengthening efforts to establish agro-based and agricultural product processing
industry, together with steps to face the possible adverse situation in export-oriented RMG
industry and SMEs sector, to extend facilities to women entrepreneurs on priority basis, to set up
special economic zones in various regions, to market manufacturing products at a reasonable
price with quality of products comparable to the world standard, to arrange environment-friendly
production and to increase the productivity in the manufacturing sector. The directions contained
in the new industry policy will help in putting in place planned expansion of industrialisation and
also achieve sustainable industrial growth on a continued basis.

This will create a strong and potential base for economic development which will in turn
accelerate the process of poverty reduction and reduction of unemployment, create employment
opportunities as well as accelerate the overall economic growth of the country.

The government took effective measures for the augmentation of the industrial growth and
diversification of the industrial sector. Currently, in the manufacturing sector local textile, leather
products, agro-based industry, bicycle and light engineering etc., are given cash support to
augment export. To boost up industrial investment, the nationalised commercial banks have
reduced the rate of interest from 10-12.50 percent to 9 percent in the thrust industrial sectors, such
as textile industry (including readymade garments), agro-based industries, computer software and
information technology, data export, production of artificial flowers, frozen food, (including
frozen poultry and meat), gift items, 100 percent export oriented finished leather goods and jute
goods, jewellery, diamond cutting and polishing, oil and gas, cocoon cultivation and sericulture
and stuffed toys. The rate of interest has been reduced from 8-10 percent to 7 percent for pre-
shipment and packaging credit for export of RMG, frozen food and agricultural commodities.
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Besides, bank rate has been reduced from 7 percent to 5 percent to induce reduction of interest rate
of bank loans.

Quantum Index of Production of Manufacturing Industries:

The Quantum Index of Production (QIP) is an important tool for measuring the production
performance of manufacturing industries. Data available from Bangladesh Bureau of Statistics
(BBS) show that QIP (1988-89=100), representing medium to large-scale industries, rose to
360.55 in FY 2006-07 (up to May07) from 214.3 in FY 1999-00. Table 8.2 shows the index during
FY 1999 -00 to FY 2006-07. Appendix 32 presents production index for the previous years, while
Appendix 33 shows the actual production of principal industrial outputs for the last seven years.

Table 8.2: Quantum Index of Production for Medium to Large Scale Industries
1999-00 to 2006-07 (1988-89=100)

Industry 1999-2000 | 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
(up to May
07)

Medium to

Large Scale 214.3 228.43 238.75 254.45 272.13 294.72 327.09 360.55

Industries

Source: Bangladesh Bureau of Statistics.

Small and Medium Enterprises (SMES)

Small and Medium Enterprises (SMEs) by producing exportable surpluses of commodities
together with local value additions and creation of employment opportunities, can make
significant contribution to the economy of Bangladesh. Although financing of SMEs in off-farm
rural economic activities are largely dependent on equity financing from personal and family
savings, currently banks and financial institutions are also coming forward to provide finance to
this sector. As the large potential of employment generation by SMEs has attracted attention of the
policy makers, a range of initiatives for channeling loans to SMEs are being taken.

The government has taken up programmes to provide financial assistance to expand SMEs
through commercial banks. Alongside the disbursement of loans, Bangladesh Bank has taken up a
scheme of Tk. 100 crore for refinancing the scheduled banks and financial institutions against the
loan given to SMEs. Presently, this scheme has been increased to Tk. 200 crore. Beside this, IDA
has provided US$ 10 million and government of Bangladesh provided Tk 85 crore to Enterprises
Growth and Bank Modernisation Project (EGBMP). Moreover, ADB has finalised an agreement
with Bangladesh bank to provide additional US$ 30 million to this sector. These resources would
strengthen the financing programme of SME. This would result in employment generation in one
hand and enhancement of purchasing power of the poor on the other. Under this programme, the
financing capabilities of various financial institutions and banks have been enhanced and up to
June, 2007 Bangladesh Bank has disbursed Tk 453.91 crore for refinancing. Out of this, the
contribution of IDA and ADB was Tk. 125.28 crore and Tk. 77.38 crore respectively while that of
Bangladesh bank was Tk. 251.25 crore.
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Detailed refinancing activities of Bangladesh bank to various financial institutions and banks is

shown at Table 8.3

Table 8.3 Summary information on SME Refinancing (up to June 2007)

Name of Amount Refinanced (In Million/Taka No. of Beneficiary Enterprises
Banks/Fls Working | Mid Term | Long Total Industrial Commercial | Service | Total
Refinanced Capital Loan Term Loan Loan Loan
Loan
©) Bangladesh | 45.75 125.83 79.67 251.25 672 2015 586 3273
Bank
(b) IDA 34.98 53.13 37.17 125.28 569 698 179 1446
(c) ADB 32.77 25.31 19.30 77.38 199 333 160 692
Total 113.50 204.27 136.14 453.91 1440 3046 925 5411
Table 8.3(a) Summary information on SME Refinancing from Bangladesh Bank
(up to June 2007)

(a) Banks Amount Refinanced (in Crore) No. of Beneficiary Enterprises

Working | Mid Long Total | Industrial Commercial Service | Total

Capital Term Term Loan | Loan Loan

Loan Loan

1. NCC Bank Ltd. 1.90 9.70 0.88 12.48 4 288 7 299
2. Jamuna Bank Ltd. 5.96 1.17 0.14 7.27 26 23 4 53
3. National Bank Ltd. 0.60 - - 0.60 1 0 0 1
4. One Bank Ltd. 2.05 4.07 - 6.13 9 101 3 113
5. The Premier Bank Ltd. 12.19 2.18 0.94 15.31 60 64 20 144
6. BRAC Bank Ltd. 3.87 30.90 - 34.77 164 896 16 | 1076
7. Southeast Bank Ltd. 2.79 0.15 - 2.94 0 31 10 41
8. Dutch Bangla Bank Ltd. 0.31 - - 0.31 2 1 0 3
9. Mercantile Bank Ltd. - 1.74 - 1.74 5 50 4 59
10. Eastern Bank Ltd. 0.03 15.46 - 15.49 12 218 3 233
11. Dhaka Bank Ltd. 10.20 2.39 - 12.59 47 58 17 122
Sub-total (a) 39.90 67.77 1.96 | 109.62 330 1730 84 | 2144
(b) Non-Bank Financial Amount Refinanced (in Crore) | No. of Beneficiary Enterprises
Institutions
1. Uttara Finance & 0.78 6.94 12.23 19.95 0 0 105 105
Investment Ltd.
2. Prime Finance & 1.95 1.80 1.28 5.03 5 15 8 28
Investment Ltd.
3. Midas Financing Ltd. 0.05 21.84 9.96 31.85 147 255 117 519
4. IDLC of Bangladesh - 6.32 2.87 9.18 31 1 29 61
5. Phoenix Leasing Co. Ltd. 0.76 2.01 6.69 9.47 35 3 17 55
6. United Leasing Co. Ltd. 0.82 7.36 9.10 17.28 35 4 68 107
7. Vanik Bangladesh Ltd. 0.03 0.05 - 0.08 2 0 0 2
8. Bay-Leasing Co. Ltd. 0.25 0.52 0.47 1.24 7 0 1 8
9. Fidelity Assets & - 0.59 15.49 16.08 17 0 90 107
Securities Co. Ltd
10. Islamic Finance & 0.32 1.96 0.69 297 14 3 13 30
Investment Ltd.
11. Peoples Leasing & - 6.89 10.06 16.95 33 4 25 62
Finance
12. Bangladesh Finance & - - 2.48 2.48 0 0 6 6
Investment Ltd.
13. 1IDFC - 1.38 0.81 2.19 11 0 1 12
14 GSP Financing 0.50 - 1.50 2.00 1 0 3 4
15. National Housing Ltd. 0.40 0.40 - 0.80 4 0 0 4
16. Oman Bangladesh - - 4.08 4.08 0 0 19 19
Leasing
Sub-Total (b) 5.86 58.06 77.72 | 141.63 342 285 502 | 1129
Total (a + b) 45.76 125.82 79.67 | 251.25 672 2015 586 | 3273
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Table 8.3(b) Summary information on SME Refinancing from IDA

(up to June 2007)
(a) Banks Amount Refinanced (in Crore) No. of Beneficiary Enterprises
Working | Mid Long | Total Industri | Commercial | Service | Total
Capital Term | Term | Loan al Loan | Loan
Loan Loan
1. NCC Bank Ltd. 0.10 559 | 4.13 9.82 2 228 5 235
2. BRAC Bank Ltd. 1.00 | 32.88 - 33.88 298 356 6 660
3. Southeast Bank Ltd. 5.33 0.17 | 0.35 5.85 6 36 3 45
4. The Premier Bank Ltd. 7.15 0.27 - 7.42 21 14 11 46
5. One Bank Ltd. 0.33 1.14 - 1.47 1 30 - 31
6. Dutch-Bangla Bank Ltd. 8.52 0.13 - 8.66 18 23 2 43
7. Jamuna Bank Ltd. 6.58 0.81 | 0.38 7.77 50 0 0 50
8. Dhaka Bank Ltd. 1.99 2.10 - 4.09 61 - 6 67
9. National Bank Ltd. 0.40 - - 0.40 1 0 0 1
Sub-Total (a) 3140 | 43.09 | 4.86 79.35 458 687 33 1178
(b) Non-Bank Financial Amount Refinanced (in Crore) No. of Beneficiary Enterprises
Institutions
1. Fidelity Assets & - 0.09 | 4.12 4.21 1 1 21 23
Securities Co. Ltd
2. IDLC of Bangladesh - 2.30 | 0.94 3.24 4 5] 11 20
3. Phoenix Leasing Co. 0.25 111 | 6.84 8.21 19 5 13 37
Ltd.
4. Uttara Finance & 0.10 0.65 | 14.66 | 15.41 0 0 60 60
Investment Ltd.
5. Far east Finance & - 0.13 | - 0.13 1 0 1 2
Investment Ltd.
6. United Leasing Co. Ltd. 2.68 1.21 | 1.74 5.63 25 0 17 42
7. Midas Finance Ltd. & - 231 | 2.58 4.89 37 0 18 55
Vanik Bangladesh Ltd.
8. Islamic Finance & 0.25 1.93 | 0.05 2.23 20 0 2 22
Investment Ltd.
9. Prime Finance & 0.30 0.10 | - 0.40 1 0 1 2
Investment Ltd.
10. IIDFC - 0.20 | 1.10 1.30 3 0 1 4
11. Bangladesh Finance & - - 1029 0.29 0 0 1 1
Investment
Sub-Total (b) 3.58 10.04 | 32.31 | 45.93 111 11 146 268
Total (a + b) 34.98 53.13 | 37.17 | 125.28 | 569 698 179 1446

Source: Bangladesh Bank

99




Table 8.3(c) Summary information on SME Refinancing from ADB

(up to June 2007)

(a) Banks Amount Refinanced (in Crore) No. of Beneficiary Enterprises

Working Mid Long Total Industri | Commercia | Service | Total

Capital Term Term Loan al Loan | | Loan

Loan Loan

1. One Bank Ltd. 412 2.75 0.90 7.77 13 77 1 91
2. Eastern Bank Ltd. 10.27 0.05 0.00 | 10.32 14 60 3 77
3. Prime Bank Ltd. 11.89 0.87 0.24 | 13.00 44 93 7| 144
4. Dhaka Bank Ltd. 6.23 1.70 0.00 7.93 65 33 8| 106
5. NCC Bank Ltd. 0.16 0.22 0.19 0.57 3 11 0 14
Sub Total (a) 32.67 5.59 1.33 | 39.59 139 274 19 | 432
(b) Non-Bank Financial | Amount Refinanced (in Crore) No. of Beneficiary Enterprises
Institutions
1. People’s Leasing Co. 0.0 2.50 5.87 8.37 7 18 9 34
Ltd
2. Midas Financing Ltd. 0.0 2.63 1.90 4.53 24 22 14 60
3. IDLC of Bangladesh 0.0 7.40 1.99 9.39 21 0 36 57
4. Islamic Finance & 0.0 4.84 1.41 6.25 6 16 17 39
Investment Ltd.
5. Uttara Finance & 0.0 1.61 4.82 6.43 0 0 58 58
Investment Ltd
6. International Leasing 0.10 0.75 1.97 2.82 2 3 7 12
Sub- Total (b) 0.10 19.72 17.97 | 37.79 60 59 141 | 260
Total (a+b) 32.77 25.31 19.30 | 77.38 199 333 160 | 692

Source: Bangladesh Bank

It would be seen from the above table (8.3) that up to June 2007 Bangladesh Bank and IDA
distributed Tk. 376.53 crore as refinancing to 11 banks and 17 other financial Institutions. It may
be mentioned that the same amount of money was distributed by the above banks and financial
institutions to 4719 SMEs earlier as loan. Out of the total loan, Tk. 80.74 crore has been provided
as working capital, Tk. 178.95 crore as mid-term loan and Tk. 116.84 crore as long-term loan.

Activities of Bangladesh Small and Cottage Industries Corporation (BSCIC)

Bangladesh Small and Cottage Industries Corporation (BSCIC) is the prime mover organisation of
the government to help the entrepreneurs for promotion and extension of small and cottage
industries in the country in private sector. BSCIC is working through 64 district offices, 70
industrial estate offices and 183 project offices in the upazilas to promote investment and
production in the small and cottage industries sector in the country. During FY 2006-07, Tk.
830.66 crore has been invested in this sector through BSCIC, different banks and other financial
institutions as well as in the form of own investment of entrepreneurs. Out of this amount, the term
loan was Tk. 366.07 crore. Side by side, the entrepreneurs invested Tk. 240.43 crores as equity.
Tk. 13.13 crore have been disbursed as micro credit from BSCIC’s own management for poverty
reduction. Apart from this’ Tk. 210.53 crore has been invested by the private entrepreneurs from
their own fund for the establishment of industrial units in FY 2006-07. The investment has created
employment opportunities of about 0.92 lakh people in FY 2006-07. BSCIC has 70 industrial
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estates to provide infrastructural facilities for establishment of industries throughout the country.
These industrial estates have been playing a significant role in the economy. Tk. 8089.91 crore has
been invested in the 3394 industries established in these industrial estates which in turn have
created employment opportunity for 2.98 lakh people. These industrial units have produced goods
worth Tk. 19116.67 crore during FY 2006-07 of which goods of Tk. 9535.67 crore have been
exported. These units also paid to the national exchequer a total of Tk. 1483.00 crore as revenue.
Pursuant to the policy of poverty reduction of the government BSCIC has been implementing four
poverty alleviation projects throughout the country. Under these projects, a sum of Tk. 13.63 crore
has been disbursed as micro credit in FY 2006-07. As a result, 0.15 lakh employment
opportunities have been created. BSCIC has established a tannery industrial estate on 200 acres of
land at Savar in Dhaka district. All the 195 plots of this industrial estate have been allotted to 154
tannery industrial units in FY 2006-07. It is expected that after the implementation of this project,
the city dwellers will get rid of environmental pollution created by the tannery units. BSCIC has
been implementing two projects at Cox’s bazaar and Khulna-Satkhira coastal areas to assist the
salt growers of the project areas with improved technology for the production and collection of
salt from the salt field. In FY 2006-07 the demand for salt was estimated at 13.00 lakh metric ton.
However, in reality, 10.65 lakh metric ton salt was produced against the target of 13.00 lakh
metric ton due to unfavorable weather.

Production performance of SOEs

a. Bangladesh Chemical Industries Corporation (BCIC): BCIC is currently managing 12
(twelve) enterprises under its control. Among the 12-enterprise, there are 6(Six) Urea Fertilizer
Factories, 1(one) TSP Fertilizer Factory, 1(one) Paper Mill, 1(one) Paper Mill, 1(one) Cement
Factory, 1(one) Glass Sheet Factory, and 1(one) insulator and Sanitary-ware Factory and 1(one)
Hardboard Mill. During FY 2006-07, 12 enterprises of BCIC produced goods worth Tk. 1315.17
crore against the target of Tk. 1334.81 crore which is 99 percent of the target. Total sale of BCIC
enterprises during the said period was Tk. 1295.28 crore which is 97 percent of the target. The
contribution to the National Exchequer in FY 2006-07 was Tk. 90.87 crore. BCIC enterprises
incurred a loss of Tk. 292.49 crore during FY 2006-07 as per provisional account. It may be
mentioned that recently Privatization Commission has included 10 enterprises of BCIC for
privatization as these are incurring losses. Out of which, 4 (four) enterprises have been recently
privatized and handed over to the private entrepreneurs by privatization commission. 12 (Twelve)
running factories under BCIC produce urea fertilizer, TSP/SSP fertilizer, Paper, Hard Board,
Cement, Glass sheet, Sanitary ware, Insulator. During FY 2006-07, the factories under BCIC
produced 18.19 lakh metric tons urea fertilizer, 0.50 lakh metric tons of TSP, 1.18 lakh metric ton
of SSP, 0.23 lakh metric ton of paper, 23.24 L. Sq.m. glass sheet, 3100 metric ton sanitary ware,
807 metric ton Insulator, 342688 pieces Hardboard and 1.42 lakh metric ton of cement. In order to
attain self sufficiency in phosphatic fertilizer and to reduce the dependency on TSP fertilizer,
BCIC has been implementing Di-Ammoniam Phosphate Project (DAP-1) and Di-Ammoniam
Phosphate Project (DAP-II). The production capacity of each project is 800 MT Di-Ammonium
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Phosphate (DAP) per day. The project costs of these two projects are Tk. 510.64 crore and Tk.
519.64 crore.

b. Bangladesh Textile Mills Corporation (BTMC): The textile industry accounts for 78 percent
of the country’s foreign exchange earnings. In addition of meeting the major domestic demand for
textile products, the primary textile industry can now meet more than 80 percent of the knit fabrics
required for export-oriented knit-wear industry and 25 percent of the fabrics required for the
export-oriented woven RMG industry of the country. As of June 2006, the numbers of textile units
in different sub-sectors were, spinning 254, weaving 1,422 (large, medium, & small weaving
units), handlooms 148,342, knitting and knit dyeing 800, woven dyeing-finishing 303 and about
2000 local hosiery units in the country. Majority of the textile industry of the country mainly
belongs to the private sector. Only 23 old textile mills are now under public sector (BTMC), some
of which have been put into operation by the private entrepreneurs under Service Charge System.
The total production level of yarn in FY 1995-96 was 172.91 million kg., which increased to
593.86 million kg. in FY 2006-07. On the other hand, the fabric production in 1995-96 was
1265.22 million metres, which has increased to 4064.10 million metres in FY 2006-07.

c. Bangladesh Sugar and Food Industries Corporation (BSFIC): BSFIC produced 164994
metric ton sugar in FY 2006-07 as against the target of 150535 metric ton. In FY 2005-06, the
operational profit of the Corporation was Tk. 25.17 crore whereas its operational loss is Tk.
101.05 crore (provisional) in FY 2006-07. The present demand of sugar in the country is around
12-14 lakh metric tons. 15 sugar mills are now operating in the government sector whose
production capacity is only 210440 metric tons. To meet the huge demand of sugar, the
government has taken several measures to increase sugar production identifying problem areas and
constraints. One of such area is to increase of production of sugar-cane giving higher prices to
sugar-cane growers and several incentives for scientific cultivation. The government has also
undertaken BMRE programs of existing sugar mills to increase production capacity of the mills.
As a result, the annual sugar production capacity of the operating sugar mills in the government
sector will increase to 215440 metric tons.

d. Bangladesh Jute Mills Corporation (BJMC): BJMC produced 113 thousand metric tons of
jute goods during FY 2006-07 exported 102 thousand metric tons worth Tk. 4385 million. It also
sold locally 18 thousand metric ton of Jute products worth Tk. 560 million. The contribution to the
National Exchequer towards payment of duties and fees by the BJIMC mills in FY 2006-07 is Tk.
24.2 million.

e. Bangladesh Steel and Engineering Corporation (BSEC): Presently, 9 industrial units are
operational under BSEC. 49 percent shares of 3(three) units viz. Atlas Bangladesh Ltd., National
Tubes Ltd. and Eastern Cables Ltd. had been off-loaded to public. Presently, out of 9 (nine)
operating enterprises, 7 (seven) enterprises are profitable and remaining 2 (two) are losing.
Enterprises under the control of BSEC are playing a vital role in the development of
electrification, communication and infrastructural development of the country. 9 (nine) operating
units of BSEC produced goods worth Tk. 475.85 crore during FY 2006-07 against production
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worth Tk. 397.63 crore during FY 2005-06. As per estimated budget, goods worth Tk. 561.00
crore is expected be produced during FY 2007-08 in the operating 9 (nine) enterprises of BSEC. It
earned foreign currency worth Tk. 34.41 crore by selling of 1831 metric ton Electric Cables
produced by Eastern Cables Ltd, Tk. 5.63 crore by Chittagong Dry Dock Ltd. and Tk 7.85 crore
by General Electric Manufacturing Co. Ltd. Total export sales stood at Tk. 47.89 crore. BSEC
earned a net profit of Tk. 29.72 crore during FY 2006-07 against the target of Tk. 20.51 crore.
During the last fiscal year, Atlas Bangladesh Ltd. earned the highest net profit of Tk. 13.60 crore.
The total contribution to national exchequer of the 9 enterprises of BSEC was Tk. 165.96 crore in
FY 2005-06.

f. Bangladesh Standards and Testing Institution (BSTI): BSTI performs its function through
six wings. Besides, it has six regional offices in all the divisions. BSTI has formulated about 1979
products standards till June, 2007. During 2006-07, BSTI issued 2256 quality licences against
different products under certification marks scheme as per national standard. To develop the
infrastructural facilities and to strengthen technical capability of BSTI, three development projects
at a cost of Tk. 221.94 million have been completed recently. Under these projects, construction
work of two laboratory buildings at Head Office and Divisional Offices have been completed.
Besides, implementation of “Market Access and Trade Facilitation Support for Bangladesh”
project has been completed at a cost of Tk. 396.1 lakhs. Another project named “Bangladesh
Quiality Support Program (Post MFA)” is being implemented to develop Central Metrology
Laboratory of BSTI to an international level. The Parliament passed Bangladesh Accreditation
Act, 2006 through which a National Accreditation Board will be established in the country. This
board will regulate accreditation of laboratories, certification bodies and assessors.

On going Reform Programmes in State Owned Industrial Sector.

In order to bring about improvement in the management system of state owned industrial sectors
the following programmes have been undertaken:

a. Gradual privatization of the financially insolvent entities under the State Owned
Industrial Sector;

b. Settlement of short term and long term liabilities of closed or privatized
enterprises;

C. Reduction of losses through retrenchment of additional manpower and curtailment
of non-essential expenditure;

d. Ensuring record keeping of assets and liabilities and annual audit;
Enhancement of reward/punishment scheme for ensuring accountability at every
stage; and

f. Rationalisation of prices of goods/services consistent with market demand and

cost of production.
Industrial Investment Status
Industrial Loan

Rapid industrialization is a sine qua non for achieving desired level of economic development of
an agro-based developing country. Government continued its efforts to achieve this goal by way of
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providing loans and other ancillary supports to promote SMEs alongside the large-scale industries.
As a result, the volume of industrial loan increased during FY 1994-95 to FY 2005-06 except FY
1997-98. The disbursement and recovery of the industrial loan was Tk 44046.10 crore and Tk.
32858.99 crore respectively during FY 2006-07 which is 15.61 percent and 10.50 percent higher
than that of previous fiscal year. The volume of disbursed working capital loan and term loan
increased by 11.26 percent and 28.44 percent respectively in FY 2006-07 than that of FY 2005-06.
On the other hand, the loan recovery of the working capital increased 3.55 percent in FY 2006-07
and the recovery of the term loan increased by 34.16 percent in the same year than that of the
previous fiscal year. The table below shows the year wise disbursement and recovery of loan
during FY 1995-96 to FY 2006-07.

Table: 8.4: Year wise Distribution and Recovery of Industrial Loan
(Taka. in Crore)

FY Disbursement Recovery
Working | Term Loan Total Working | Term Loan Total
Capital Capital

1995-96 | 3675.69 1230.44 4906.13 3402.88 519.69 3922.57
1996-97 6179.75 1200.00 8179.75 5692.70 887.19 6579.89
1997-98 6599.03 1120.34 7711.37 5409.72 859.43 6269.15
1998-99 | 7905.49 1330.10 9235.59 5281.65 1093.39 6374.96
1999-00 | 10681.74 1627.26 12309.00 7200.13 1653.34 8853.47
2000-01 13382.19 3057.07 16439.46 9777.47 2795.10 12572.57
2001-02 13765.12 3505.15 17270.27 9638.34 3212.97 12851.31
2002-03 | 15671.46 3961.99 19633.45 12283.21 3835.12 16118.33
2003-04 | 18,703.10 6,675.99 25,379.09 15,435.00 4,963.44 20,398.44
2004-05 22,175.78 8704.52 30880.30 18189.65 8546.98 26736.63
2005-06 28448.53 9650.02 38098.55 22975.95 6759.52 29735.47
2006-07 | 31651.32 12394.78 44046.10 23790.54 9068.45 32858.99

Source: Bangladesh Bank.

Bangladesh Export Processing Zones Authority (BEPZA)

There are 8 EPZs is Bangladesh namely Chittagong EPZ, Dhaka EPZ, Mongla EPZ, Comilla EPZ,
Ishwardi EPZ, Uttara EPZ, Adamjee EPZ and Karnaphuli EPZ. As of June 2007, 264 industries
are in operation in the EPZs. Out of which 135 in Chittagong EPZ, 91 in Dhaka EPZ, 16 in
Comilla EPZ, 03 in Uttara EPZ, 12 in Mongla EPZ, 03 in Ishwardi EPZ , 03 in Adamjee EPZ and
01 in Karnaphuli EPZ.

The total investment in the EPZs upto June, 2007 stands at US$ 1132.26 million. During FY 2005-
06, the total investment was US$ 112.89 million while during FY 2006-07 the investment stands
at US$ 152.37 which is 35 percent higher than that of the previous financial year. Exports from the
EPZs for the last few years show an upward trend. Upto 2005-2006, a total of US$ 11.839 billion
worth exports has been made from the EPZs. The export target for the FY 2006-2007 was US$ 2
billion against which export to the tune of US$ 2.064 billion has been made. The export target for
FY-2007-2008 is set at US$ 2.3 billion. The contribution to the national export from the EPZs in
FY 2006-07 is about 18 percent.
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The table below shows the investment and export statistics of different EPZs from FY 1997-1998

to 2006.
Table 8.5: Investment & Export statistics of different EPZs
from FY 1997-1998 to 2006-2007
(In million US$)

NaE”;;"f 1997-981998-99(1999-00| 2000-01 | 2001-02 | 2002-03 | 2003-04 |2004-05| 2005-06 2%076' Total
Dhaka |Investment| 26.24 |35.45| 19.80 | 24.05 | 32.01 | 59.14 | 49.36 | 51.35 | 61.57 | 87.46 |446.43
EPZ Export |185.64 [259.58364.72 | 447.51 | 466.76 | 554.79 | 667.60 |757.73| 918.30 |1033.03|5655.66
Chittagong | Investment | 42.59 [36.11| 15.18 | 24.30 | 22.37 | 42.14 | 55.43 | 4531 | 35.95 | 32.62 | 352.0
EPZ Export |450.41 452.12/526.01| 620.35 | 680.70 | 641.28 | 679.01 [772.39 | 873.03 | 971.54 |6666.84
Mongla |Investment| 0.00 | 0.00 | 0.00 | 0.045 0.43 0.11 0.80 1.49 0.00 0.43 3.31
EPZ Export | 0.00 | 0.00 | 0.00 | 000 | 155 | 3.00 | 3.11 | 783 | 7.09 | 131 | 23.89
Comilla |Investment| 0.00 | 0.00 | 0.00 | 0.00 | 064 | 1.05 | 9.03 |19.01 | 10.62 | 21.02 | 61.37
EPZ Export | 0.00 | 000 | 0.00 | 000 | 001 | 1.15 | 410 | 9.66 | 34.99 | 46.01 | 95.92
Uttara EPZ | Investment| 0.00 | 0.00 | 000 | 0.00 | 016 | 020 | 042 | 0.72 | 000 | 124 | 274
Export | 0.00 | 0.00| 0.00 | 0.00 | 0.00 | 0.00 | 000 | 000 | 000 | 008 | 0.08

Ishwardi | Investment| 0.00 | 0.00 | 0.00 | 0.00 | 001 | 050 | 000 | 005 | 076 | 0.00 | 1.32
EPZ Export | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 000 | 1.09 | 254 | 223 | 586
Adamijee | Investment| 0.00 | 0.00 | 0.00 | 0.00 | 0.0 | 0.0 | 000 | 000 | 400 | 7.68 | 11.68
EPZ Export | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 000 | 023 | 947 | 97
Karnaphuli | Investment| 0.00 | 0.00 | 0.00 | 000 | 000 | 000 | 000 | 0.00 | 0.00 | 1.91 | 1.91

EPZ Export | 0.00 |0.00| 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 000 | 0.00 | 0.00 0
Total | Investment| 68.83 [71.56| 34.98 | 48.39 | 55.62 | 103.14 | 115.04 [117.93| 112.9 | 152.36 | 880.76
Export |636.05|711.7|890.73]1067.86 | 1149.02 | 1200.22 | 1353.82 | 1548.7 | 1836.18 | 2063.67 [12457.95

Source: (BEPZA) August, 2007.

The government has decided to convert closed Adamjee Jute Mills to Adamjee EPZ and
Chittagong Steel Mills to Karnaphuli EPZ to attract more foreign as well as local investment and
also to create more employment. Meanwhile, the Authority has accord sanction to 22 investors to
set up industry in Adamjee EPZ and to 20 investors to set up such industries in Karnaphuli EPZ.
Against this sanction, 3 industrial units in Adamjee EPZ and 1 industrial unit in Karnaphuli EPZ
are already in operation.

The investors from 30 countries like Japan, South Korea, U.S.A, U.K, China- Chinese Hongkong,
Singapore, Malaysia Indonesia, Chinese Taiwan, Sri Lanka, Mauritius, Thailand, Spain, Panama,
Germany, French, Denmark, Belgium, Sweden, Australia, Ireland, Netherlands, Canada, Italy,
Switzerland, Turkey, U.A.E, India, Pakistan, Nepal and Bangladesh have already invested in the
EPZs of Bangladesh.

An employment opportunity for 2,01,169 Bangladeshi nationals has been created in the EPZs in a
permanent pay roll out of which 64 percent is female.
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The table below shows the category of industries under Bangladesh EPZ and their performance in
terms of investment and employment generation (up to June 2007).

Table 8.6 Cate?ory of Industries under Bangladesh EPZ and their performance

in terms of Investment and Employment Generation (up to June 2007)
Number of Total Investment

SL Product Industries (Million US $) Total Manpower
1 |[Garments 58 291.062 112,421
2 |Textile 28 281.774 21,946
3 |[Terry towel 16 38.555 5,810
4 |Knit & other textile 25 111.431 22,181
5 | Garments accs. 32 120.948 7,609
6 |Caps 6 40.735 9,148
7 |Tent 5 23.623 4,856
8 |Elec & electronics 16 52.647 3,263
9 |Footware & leather 12 52.559 6,263
10 [Metal product 11 21.247 873
11 |Plastic goods 14 21.433 856
12 |Paper product 2 0.837 124
13 |Fishing real & golf 1 31.480 628
14 |Rope 2 6.134 377
15 |Service oriented 3 5.440 470

industries
16 |Agro product 10 2.960 132
17 [Miscellaneous 22 29.051 4,195

Grand Total 264 1132.26 2,01,169

Source: (BEPZA).

In addition to FDI promotion, export and employment generation, EPZs of Bangladesh have also
been making special contribution to the development of backward linkage and supportive
industries of the country. The enterprises within EPZs are required to procure raw materials from
the local market vis a vis 100% export oriented enterprises in local market also supplies its
products to EPZ enterprises. Therefore the development of backward and forward linkage
industries has been strengthened by the EPZ enterprises.

Now a days buyers are placing much importance on social compliance issues and EPZs are also
encouraging its investors to comply with the code of conducts and conditions. As a result, working
conditions are getting improved gradually and the workers are benefited with better facilities.

BEPZA places much importance on environmental issues. The authority has already taken steps to
introduce five Central Effluent Treatment Plants (CETP) in five of its EPZs in order to ensure
maximum protection for the environment.
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