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Meeting Summary

A National Reference Group (NRG) Meeting, as part of the project “Advocacy and Capacity Building on Competition Policy and Law in Asia (7Up2 Project), was held at the Bangladesh Enterprise Institute (BEI) on May 30, 2005.  The meeting’s primary objective was to seek feedback and comments from the participants on the findings presented in the draft country report highlighting the competition scenario in Bangladesh.  The meeting was attended by 46 participants representing key government agencies, departments and ministries, the business community (both local and multinationals), and civil society representatives including academics, NGOs and development partners.  The meeting was chaired by Mr. Farooq Sobhan, President of BEI, and the keynote presentation was made by Mr. Iftekar Ahmed, Senior Research Fellow, BEI and the Country Project Manager for this initiative in Bangladesh.  Dr. Fakhruddin Ahmed, Former Governor, Bangladesh Bank was the Chief Guest at the meeting.  Mr. Nitya Nanda, Policy Analyst, CUTS represented the Project Coordination and Management Unit of the overall project at this meeting.     

In his welcome and opening remarks, Mr. Sobhan welcomed to the meeting the Private Sector Development (PSD) Core Group Members, who are mid-level government officials brought together as part of the Private Sector Development Support Project (PSDSP), which is a multi-donor financed project aimed at improving the business climate in Bangladesh.  He stated that Competition Policy is a very important part of the agenda for the PSDSP, and hoped the meeting would present opportunities for the government representatives to understand and discuss the key issues and challenges in developing a competition policy and law in Bangladesh. 

Mr. Sobhan also introduced to the gathering Mr. Nitya Nanda, Policy Analyst from CUTS International, and a leading expert on competition policy.  He asked Mr. Nanda in his remarks to say a few words about the overall project, including the developments and lessons learned in the other six countries where the project is being implemented concurrently.  

Briefly introducing the project, Mr. Sobhan talked about the regional comparative analysis component of the project, and stated that BEI has undertaken this project in partnership with Consumer Unity Trust & Society (CUTS) in India, with support from DFID, UK and SECO.  Within the project framework, he stated the first National Reference Group (NRG) meeting was being held.  For the information of the participants, he added that the 7Up2 project was launched in September 2004, and the regional launch meeting was attended by representatives from the partner countries: Cambodia, Lao PDR, Vietnam in Southeast Asia, and Bangladesh, Nepal and India in South Asia.

He added, “at the regional launch meeting, we were happy to have the Commerce Minister as Chief Guest and have since been working closely with the Commerce Ministry on this project.  The work we will do must serve as an input for further action by the government, particularly in the formulation of a competition law, and the framework has to be developed for the implementation of this competition law. We welcome comments from all our participants on the presentations that will be made today, and your comments will help us to give shape to our paper.” 

According to Mr. Sobhan, competition policy is an integral part of any country’s economic policy, and the key to a good competition policy is to ensure that a level playing field exists so that businesses, regardless of size, can compete on a fair and equitable basis.  He stressed that an enabling business environment should ensure that large companies or monopolies do not get an unfair advantage.  Mr. Sobhan concluded his comments stating that in order to facilitate the growth of the SME sector in Bangladesh, a good competition policy and support mechanisms are essential.

In his comments, Mr. Nitya Nanda briefed the gathering on the workings of CUTS, an NGO from India.  Identifying themselves as a consumer organization, with a mandate to promote consumer welfare within and across borders, CUTS has set for itself a mission to promote consumer welfare globally, and particularly in developing countries.  CUTS strongly feels that competition policy is one such issue that can promote consumer welfare and actively works with several countries to promote and implement a competitive trade regime.  Mr. Nanda also added that promotion of consumer welfare goes hand in hand with promoting business interests.

According to him, the current 7Up2 project hopes to build on the experience, and replicate the success, of the 7Up project that was thus termed because seven countries were involved in it, namely India, Pakistan, Sri Lanka from South Asia and Kenya, Tanzania, Zambia and South Africa from Africa. The 7Up project was the first of such major projects undertaken by any developing country and based on its success other similar regional projects were initiated.  CUTS has already undertaken another project ‘7Up3’ comprising of seven countries of Eastern and Southern Africa.  Common to all 7Up projects are two phases: under Phase One research and diagnostic is carried out to understand local constraints and challenges; and, under Phase Two country specific capacity building activities are undertaken to address the needs and overcome the challenges.

Mr. Nanda briefed the gathering on how the competition policy agenda has been successfully implemented across countries with similar economies like Bangladesh.  Based on the experiences gathered through the 7Up projects, there are several key issues that need to be considered.  In many countries there are Anti-monopoly laws or Anti-Trust laws or Competition law in place.  Competition law is just one of the instruments that is used to promote competition in the market.  Competition is at the heart of a market-based economy and since all countries are gradually moving towards that direction, if not fully, relying on the market and private sector-led development, the role of competition policy cannot be denied in development.  Initially, the business sector may feel antagonistic towards a competition law as they feel it is yet another regulatory instrument that cuts across the businesses’ free reign – particularly this is noticeable in overly regulated markets.  Resistance to adoption of competition policy is also noticeable from many civil society organizations because in many countries often such policies are pushed upon the countries under the World Bank and IMF Structural Adjustment policies.  As a matter of fact, many African countries have adopted Competition Law under World Bank-IMF pressure but due to an absence of a political will and or lack of an effective domestic constitution, the law has not been implemented successfully.

According to Mr. Nanda the fact remains that the World Bank and IMF push for such policy adoption is not necessarily wrong.  In many instances it has been the finding that domestic policies, both from the rightists and leftists perspectives, often state similar things but from different perspectives.  From consumers’ point of view and from business point of view, there is indeed a need to promote competition and a need to have active competition policy that needs to be nurtured locally in a country.  However, businesses also need not be afraid. As a single businessman one might think that this is another restriction, but from the overall business welfare perspective, competition policy is very important. For example, Bhutan has no manufacturing base, and most products are imported from India. The Indian manufactures had a single wholesale dealer in Bhutan and because of the monopoly situation it created, these dealers were exploiting the Bhutanese consumers.  The Bhutan government decided to have at least two wholesalers for each of the Indian companies operating in Bhutan.  When the Bhutan government tried to enforce this law, it was strongly opposed by the Hindustan Lever, the Indian subsidiary of Unilever. In reaction, the Bhutan government decided to cancel the license of the Hindustan Lever dealer in Bhutan and ultimately forced Hindustan Lever to agree to have another dealer. The government suggested Food Corporation of Bhutan and within four years the sale of Hindustan lever increased 400 times, which the Hindustan Lever did not expect. This was a clear example of how competition policy can be beneficial for business as well. 

In any economy it is found that some 50% of goods and services produced often do not reach the final consumer but serve the needs of the businesses themselves.  So if one is over charging because of a lack of competition, one is overcharging a fellow businessman.  If telecom, power or transport services are not available at reasonable prices, how can you run and operate a good business and satisfy consumers?  These issues are very important for countries like Bangladesh.  Competition policy is not just about competition law and checking anti-competitive practices, but rather is about having a good regulatory regime in place to ensure that goods and services are available at a reasonable rate to all.  In Bangladesh, there has been some privatization in the telecom sector and transport services, but what can be expected to happen without a good regulatory regime?  Unless polices are set in place, the public monopolies will tomorrow become private monopolies as has been the case in many African countries. 

The objective of privatization and regulation also needs to be clear.  When the government goes for privatization, its objective is often maximizing revenue but this may not be beneficial for the long-term interest of the economy.  The government will sell its manufacturing units to the highest bidder who will become the competitor and will then establish monopolistic behaviour in the market.  Thus, while the government can get the highest revenue it will not be beneficial in the long-term.  Proper policy objectives and vision must be set for privatization.  It has been reported in newspapers that the privatization of Bangladesh Railways has also raised the issue that the government wants to maximize revenue and will lease out the stocks to private companies without monitoring how they are doing business, what facilities they are offering and if they are charging right prices or not, and whether it will increase consumer welfare or not. 

The objective for privatization should be to create an environment of competitive outcome though there is no effective competition.  To illustrate this point, for example, electricity cannot be supplied by ten different suppliers but the rates and the quality of service must be such that as though it was provided from a competitive market. This involves cost and technology issues and what is happening in other countries such as import price parity. Having a law is one thing but implementing it is very difficult. If the overall legal system in the country is not effective then what is the use of having yet another law?  Overall legal and judicial reform therefore is another issue that needs to be addressed.  

Experts always say that there should be independent regulators, regulatory authorities that are autonomous from the government because many countries allege that political interference into these issues create more problems. The next issue is when you make them independent, how to make them accountable?  In India, for example, the concerned Minister is held responsible in the Parliament, although the regulatory authority is not under the Ministry.  This issue needs to be addressed within the legal framework of the country. In many countries the competition authority gives final judgment but in the US, all cases have to go to the judiciary for final judgment.  These issues will have to be dealt with in more details in the context of Bangladesh. 

As envisioned under the project, the National Reference Group (NRG) consists of participants representing all concerned stakeholder groups including the academia, media, policy makers and business.  It is key to the success of this project and to developing a successful competition regime in Bangladesh, that the all stakeholders’ suggestions and recommendations are incorporated.  Only through active participation can such feedback be obtained and incorporated to develop a policy that is in the best interest of Bangladesh. 

In his presentation, Mr. Ahmed highlighted the competition scenario in Bangladesh based on the research work that was initiated since the launching of the project.  The report analyzed the existing market structure of country and draws upon data collected through in-depth interviews and through a structured questionnaire based survey that was administered in the past months among various key stakeholders consisting primarily of policy makers, business community and consumers.  

Highlights of the presentation include:

· Analysis of the market structure with particular focus on the existing industrial policy, privatization policy, FDI policy, trade policy and such.  While for over a decade Bangladesh has embarked upon a fairly open trade regime, the desired development goals and growth levels have not been realized.  Citing the absence of a well structured and effective competition policy to be a main reason why this is the case, the presenter made a case for need for such policies to effected on an urgent basis.

· Analysis of market concentration of select sectors suggested many of the sectors under scrutiny displayed market domination by a handful of companies, which can distort the market pricing structure.  However, evidence of such anti-competitive practices are difficult to produce and there is a need for more studies that detail the market concentration.

· Analysis of specific sectors where the private sector is gradually becoming the dominant player, and the effects on these markets due to the new entrants.  Some examples of such sectors include the financial sector – both banking and insurance, power, telecommunication, transportation and health.

· Analysis of sector specific anti-competitive practices in Bangladesh, with particular focus on the transportation and health sector. 

· Analysis of the existing Monopolies and Restrictive Trade Practice (Control and Prevention) Ordinance, 1970.  Though this law was put in place in 1970, before liberation of the country, and since has not been abrogated, it still remains to be implemented.  The Ordinance prohibits undue concentration of individual economic power and other unreasonable monopoly power; to be effective the relevant phrases need to be properly explained.  Also, even though the law has a provision, a Monopoly Control Authority has not been constituted.  Finally, if the law is revived it will need to be amended.

· Stakeholders perceptions on Competition Policy

· “Competition leads to improved business efficiency” – this view is shared by business and policy makers

· Consumers believe there are significant anti-competitive practices in Bangladesh. Government and business, however, believe these are not very significant.

· Policy makers strongly believe that a strong competitive regime will help increase competitiveness of business enterprises.  Other stakeholders are not so enthusiastic however.

· Very few people are aware of the presence of rules/laws/regulations to check anti-competitive practices in the country.

· All stakeholders hold the view that the objectives of the law should be to promote consumer welfare as well as business efficiency.

· All stakeholders are in favor of an independent Competitive Authority, which will have investigative as well as adjudicative powers.

· All stakeholders suggest that the “rule of reason” approach should be followed in implementing the competition law 

· The law should be implemented in phases.  

   [The following is a transcript of the ensuing discussion]

Chair:

What would be the best and fastest way to get a competition law in place for Bangladesh?

Dr. Fakhruddin Ahmed:

Both Mr. Nitya Nanda and Mr. Iftekar Ahmed have outlined very clearly the major issues in the area of competition, and they have tried to explain why competition is important. Having been involved with macroeconomic issues of Bangladesh, the way I see it is that the primary economic development objective of Bangladesh is poverty alleviation and we accept that poverty alleviation will be assisted by a higher rate of pro-poor growth. Growth, which is based on competitive practices will be pro-poor growth, and a growth strategy in which in a globalized world, we can capitalize on our competitive advantage, will also allow us a faster growth. It has also been seen from the experience of many East Asian countries that an export-led growth leads to poverty alleviation in a major way. To a large extent, whether Bangladesh can capitalize on its competitive advantage or not, depends on whether the internal markets are operating on a competitive basis, whether it is the commodities market where the private sector dominates or it is the utilities market where public sector dominates, competitive practices will result in increased efficiency, better resource allocation and lower prices. This will ultimately strengthen our competitive advantage. 

In my view, competition policy is also linked with better corporate governance. Poor Corporate Governance leads to inefficiently run resources and services and the higher cost is borne ultimately by the consumers and the economy. For example, a much higher cost for cargo-handling at Chittagong port compared to costs at other neighboring ports have been well-documented. Who pays for these higher costs? Firstly, the Bangladeshi consumers who consume imports directly or in some processed form but more importantly, such higher costs reduce Bangladeshi exporters’ competitive advantage and to that extent, Bangladesh’s export earnings and its growth prospects. The cost to the economy is ultimately in the form f lower growth. The government of course has an important role to play. First it has to protect the consumers from anti-competitive practices by producers, wholesalers, traders and even retailers. In a competitive environment prices are determined in the market but the government’s role is to enact laws and more importantly, to enforce the laws, strictly guarding against non-competitive practices. Second, government also has to ensure that as monopoly service providers, public utilities do not pass the costs of inefficiency to the consumers. Allowing the private sector to provide services, which have hitherto been a monopoly of a public sector agency, is often an effective way to promote competition and reduce costs. The government has done it in some cases, namely telecommunications, but again the role of the regulator will continue to be important so that positive results of competition are enjoyed by the consumers. 

There are several laws aimed at encouraging competitive practices and protecting consumers yet we hear often of unfair and restrictive trade practices and oligopolistic control of the market. The problems are two-fold: one, there may be lacuna in the existing laws, as has been mentioned by Mr. Iftekar, and equally importantly, existing laws may not be enforced strictly and consistently. For some laws there are identified regulators who are supposed to enforce the relevant laws, for example for the telecom sector, the BTRC is supposed to enforce competition policy and protect consumer interest. For the financial sector, Bangladesh Bank is supposed to regulate the industry through enforcement of its laws and regulations and ensure a competitive banking sector, which will lead to better financial intermediation benefiting both consumers and businessmen. But for many other sectors or laws there may not be clearly identified regulating agencies. Here, advocacy groups and consumer organizations can play an important role. Such advocacy groups are at a nascent stage in Bangladesh and I would suggest that when this project talks about capacity-building in the public sector, as mentioned by president, BEI, to think about capacity-building in the private sector as well. Ultimately there has to be demand for competitive practices and lower costs from concerned citizens through advocacy groups. Therefore I would suggest that capacity-building for such organizations is necessary at this stage.

The other comment is that there are many areas that have been identified in Mr. Iftekar’s presentation.  The question I would ask here is that is one law or one authority the best way to handle this? Secondly, in my experience I have always found that instead of talking in general, if we can disaggregate the problem, it would be easier to solve the problem. 

Dr. Atiur Rahman:

This was a very comprehensive presentation by Iftekar and I would try to give a slightly  broader perspective on this issue.  Iftekar has talked about why we need a good competition policy and responses indicated that the efficiency argument and consumer interest have come out very strongly.  There are a few more arguments such as the choices of the consumer and a good competition policy gives the consumers a lot of choices in goods and services. Resource allocation becomes better with a good competition policy and it can also allure foreign direct investment. We can protect abuse by multinational corporations with a strong competition policy. We should also get a perspective on what has happened to the trade policy regime in Bangladesh. You all recall, we were once in a regime of import substitution and the arguments in favor of it was that more time and resources should be given for the infant industries. But these infants have never grown up and we had a very inefficient industrialization. When we realized that, we moved into a very liberalized framework. But again, particularly in the trade regime, the shift was so fast that in many cases, the local SMEs suffered which had a direct impact on poverty.

As Dr. Fakhruddin has said, the linkage between trade and poverty is still not very well understood in Bangladesh. Even now that we are in PRSP regime, the inter linkage between poverty and trade is not well articulated and that is a challenge that we must take up that how trade within competitive regime can lead to faster poverty reduction, because transparent trade will help smaller stakeholders who are involved in trade. There are other broader issues which should also be brought in. For example, the issue of legal provision must be brought in. Having good laws alone will not take us very far. The biggest challenge for Bangladesh is how to implement the law because ordinary citizens have inadequate access to the law and the overall legal system must be re-structured. Good laws are needed to oversee the trading practices in Bangladesh and having a competition policy is not very easy. Out of 140-50 countries, which have joined WTO, only 80 have a competition policy. Some countries in Africa, as mentioned by Mr. Nitya, have competition laws, which do not serve the purpose for which it was enacted. We need to have a competition law so that the citizens do not feel cheated and also business owners do not feel burdened with excessive regulation. We cannot have a balanced law without an effective consumer’s association. We need to build the capacity of consumer association with focus on citizen’s committees, civic engagement, in public-private, non-profit partnership. 

The citizen’s interest in competition policy has been affected by the burden of huge number of loss-making public enterprises in Bangladesh. As Iftekar has said, it is almost impossible to give them exit maybe because of vested interest or  the poverty issue. In the financial sector this is particularly important as the NCBs cannot reduce the rate of interest because of the huge burden of non-performing assets. So the exporters and consumers suffer. The price-makers are the NCBs and even the private commercial banks take the lead from them and hence the consumers do not benefit. Unless we have reforms for these kind of activities which are against the public interest, unless we reduce the non-performing assets in the banking sector, consumer s will continue to be sufferers.

There are many natural monopolies, which needs to be regulated. The Regulatory Commission, I am sorry to say, is set to be another BTTB, and is not an independent regulatory body. Most of the regulatory authorities are not fair and transparent. The heart of competition policy is to be fair and transparent and unless we have regulatory body that is autonomous and independent. The judicial system becomes very important since investors are involved in purchasing land, recruiting people, securing assets, protecting private property and enforcing contracts. An honest investor faces difficulty in all these activities because of inefficient and under-developed legal, commercial and regulatory frameworks, which discourage competition by raising transaction costs of doing business. The case of ETV is an example. In many cases our industries are syndicated and will push for new companies even though the market is over-saturated, such as the banking sector. Thirdly, there are sector that are gradually being opened up and there is some private sector participation, but it is alleged that it is being done in a non-transparent policy regime. If the proposed competition authority becomes another toothless regulatory body it is no use having one. A strong regulatory authority needs citizens’ support. India’s competition policy is very strong and we need to coordinate with our neighboring countries to formulate our competition policy.

Mr. Zillur Hai Razi:

There is a protectionist attitude to prevent foreigners entering into business in Bangladesh.  The former Governor and the Foreign Investors Chambers of Commerce and Industry are well aware of the “flagship ordinance”.  This ordinance is old and was done on the basis of a regulation, which allowed 25% of local share of shipping.   However, now it is less than 10% local share but based on this ordinance, there is a lot of waiver issue. This is a very good example of how under the legal banner, anticompetitive practices can occur. The second example is the trade policy. Fully packaged imports are not allowed, only raw materials are allowed to be imported. In 1993 there was an attempt to amend the 1970 Monopolies Act and some European companies were worried about the draft on the criteria of a monopoly. Nestle with other companies approached the concerned Ministry and eventually this was not passed. Recently there is an effort to enact a law for the domestic security services in Bangladesh and one clause says the company should be Bangladeshi-owned. This has raised a lot of concern. There are non-legal anti-competitive practices as well. There are cartels in the transport sector so that a new transport owner cannot get a particular route permit.

Mr. Syed Alamgir Farrouk Choudhury:

With reference to what Dr. Fakhruddin said, we should now focus on legal aspects and the alternatives and whether it should all be under one Act or to attack it in pieces. The freedom of entry into the market is very important even without a competition Act. In Bangladesh, Competition Act cannot influence price control directly. There has to be a consumer protection Act along with competition Act. The history of consumer protection Act started in 1995 but it still has not seen the light of day. We need a competition policy not because it is required by the WTO but because of the interest to our consumer. Hence we should make the consumer association more active and go about the competition policy in bit by bit and look at the policy options.

Mr. S.M. Al-Hussainy:

There are two purposes – advocacy and capacity building.  Competition policy came from anti-monopoly issues. India, for example, did not go for a refining of consumer protection act, but went for a competition policy, which is more comprehensive. In Bangladesh, CAB is weak and consumers do not take adequate interest in it. For advocacy and capacity building, firstly, public opinion must be mobilized so that the public can put pressure on the government and manufacturers. In the protectionist regime, lack of competition made the consumers suffer. In the globalized economy with liberalized policies, the industry also suffers but under WTO, there was an expectation of paradigm shift, which has not taken place so that both local consumers and industries are suffering. How to get out of this? My suggestion would be to start with a consumer protection authority and then move to competition, which will embrace foreign and local investment.

Some other issues that should be dealt with in more detail so that it appeals to the stakeholders who are the manufacturers, the consumers and also the government. I do not think privatization is a panacea.  Although we should not have price-controls in a market economy, there is collective price-fixing in Bangladesh connotation. There should be some pricing policy. I would like to see some of these analysis in the presentation, such as the manufacturing cost, wholesale, distribution and retailers cost. Consumers can the see how much they pay for. We expect competition to bring down prices and improve service to consumers, which has not happened, for example in the banking sector. 

The government should take up the following things. First, is quality assurance and BSTI’s role in effectiveness and how it can be improved, needs to be discussed. There should be some kind of harmonization of products so that they are acceptable in markets across the border. Our own market is very narrow and quality and price competitiveness must be there to capture neighboring markets. How to face the non-tariff barriers? Our country has not developed a strategy to fight these issues. Technology and research and development activities are not satisfactory. Our only public sector research institute BCSIR is not very helpful for the industry. To build in dynamism in the industrial sector, along with large industries, the SMEs has the potential to participate in the global market. We need technology acquisition to develop the SMEs and the issues of cost, efficiency and productivity must be taken into account. Production skills also need to be improved, for example, foreign experts are brought in to demonstrate simple technology requirements in the RMG sector. 

The marketing, productivity and competitive edge must be maintained and compliance issues must also be met. We cannot expect to have as free access as before, so we must have our own capacity building and consult the experience of our neighbors.  So the skill and capacity building in the domestic arena is important for our country. We have technicians in BTEC but they cannot produce parts or other items for mass production. This technological skills building cannot be done by the private sector alone. Our technicians have low production skills, which are not up to acceptable standards in the globalized market. There should not be any price-control because prices should be market-determined. But for natural monopolies and utilities there should be some regulated accounting practices or policy-framework on how costs should be calculated and prices should be charged. The government’s role is to formulate the laws and to improve the transparency of the auditing firms. I would go for an effective consumer protection Act at the moment and a consumer protection Authority before moving on to a competition authority. We must also have a good enforcing agency, as has already been mentioned. Our anti-nationalization law is not trusted by foreign investors because it does not say how the compensation for de-nationalization is to be calculated in terms of depreciation and determining price of the assets. In all respect, foreign investors must be assured of level playing field and remove laws such as the flagship rule, as was mentioned. Transparency in procurement needs to be discussed. Some critique is needed whether IMED facilitates procurement on part of public sector agencies and the government, who is the largest procurer and whether it is fair to the exporters from abroad. 

In our international contracts, they try to have international chambers of commerce as arbitrators. If we use the Arbitration Act of 1940, we must have some legal provision that for contracts signed in Bangladesh, Bangladesh chambers should have the same authority. The WTO rules cut both ways. There are many escape routes and loop holes that should be examined. We are always reactive, we do not find ways to fight embargoes, we suffer from dumping from India and other countries. We must study these rules and use them thoroughly. 

Dr. Haroonur Rashid:

This is a ground breaking study being carried out by BEI. The heart and soul of competition policy is information and a level playing field. From the consumer’s, business man’s or the regulator’s point of view, an information bank to study the costs and prices and relevant regulations is very important so that consumers can make informed decisions. A level playing field is not only necessary for foreign investors but also for the domestic investors including SMEs.  Access to financial services, banks and government permission are all difficult for SMEs. Some initiative is being taken in the Ministry of Industries to set up an SME cell but it remains to be seen how far this guarantees a level playing field. We need FDI but to a big foreign investor such as Tata, we offer too many privileges such as land, fuel, particular sectors etc. Similar privileges are not offered to the domestic investor who may be competed out very soon. Apart from the fact of relative efficiency, the terms and conditions should be the same for both foreign and local investors o have fair competition.

In Dhaka and other big cities, land prices are very high which I think is partly the result of real estate developing agencies. Most of the real estate developing agencies have been the biggest land-grabbers of government land and they are inter-linked with banks, insurance, cement companies etc. and are also politically powerful. So, in devising a competition policy, the inter linkage of factors of production must be dealt with. It is the same in markets such as edible oils, pharmaceuticals, banking, insurance and others. There has to be certain amount of de-linkage to ensure competition. 

With regard to pricing policy particularly in the financial sector, despite reducing rates in the savings instruments by the government, there has not been commensurate decrease in the rate of interest in the financial sector. Although the cost of funds in the NCBs is relatively high and hence they charge a higher interest rate, the cost fund in private financial sector is very low, particularly the foreign banks, but they charge the same rate. So there is some sort of collusion between the bankers, which needs to be addressed. In a globalized situation, I do not know how far a competition law would be relevant, particularly with big mergers taking place especially in the western countries. We also need anti-dumping laws. About entry and exit of firms, I do not know how effective the Bankruptcy Act is and if they are enforced.

Mr. M. Kaisarul Islam:

In enacting a competition law and regulatory body, what is the present experience of our existing regulatory bodies? There is a lack of established rule of law and we must upgrade and refine ourselves. We should develop a service-oriented attitude. We should focus on enforcing all the existing laws. 

Comment:

Much has been said about the regulatory commission for the telecom sector, which is being looked at with great suspicion by the general public. Some solutions for the regulatory commission could be the appointment of the chief and personnel of regulatory commission must be made in a structured manner and the chief and the commission should not depend on the budget of the government, it should come from its own income. There should be independent income as only then the commission can be independent.

Kazi Faruque Ahmed:

There are two groups – the advocacy group made up of the general public who are the users, and the other group is the regulators who are under related Ministries. The regulatory body should be chosen appropriately with the right people in the right place and the size should not be large. They should be knowledgeable, be well-compensated, must have the authority and be accountable. These qualities can ensure a good regulatory commission. The commission members such as secretaries and bureaucrats who are usually chosen do not have practical knowledge and are not objective. The right members should be chosen who will serve the public interest. 

Ms. Reba Rani Shah

There should be some authority for price-control of the market.

Mr. Farooq Sobhan:

We have come to the end of our first meeting with the National Reference Group and I thank the Chief Guest, senior civil servants and members of the core group for being here. We shall reflect on your comments and suggestions as we revise our paper. As a part of this project, when we speak of advocacy, we have to understand the process itself. In conjunction with advocacy we can use the word education. It is a learning process for all of us, as Bangladesh has very few experts on competition policy but we will develop expertise in this area in the future. This group will meet periodically as we develop this project. We also intend to address the issue of capacity building and it is only at the end of this process we will look at both the issues of competition law and the implementation mechanisms. We will hopefully be able to make some recommendations at the end of it and then it is really for the government to make those recommendations. We have had some discussion with the Ministry of Commerce, which is the line Ministry for competition policy and we should also remember that competition policy is very much a part of the global agenda.

Even within the WTO framework, in near future, it is possible that we would have to address the issue of competition policy. But we have to understand that what is being discussed within the framework of the WTO context is different from what we need to address within the domestic context. We need to see how a good competition policy can help the consumer and we look forward to work very closely with the Consumer Association of Bangladesh (CAB).  Consumers are very important players in this and so are the manufacturers and we need to protect the SMEs to ensure an opportunity for them to compete. We also have to do all this within the context of the changing trade regime within the country because as we open up there will be increasing competition in the market. Sometimes this lends itself to unhealthy practices and we have to safeguard against that. 

On the issue of business ethics, we are dealing with two other subjects, which is Corporate Governance and Corporate Social Responsibility and this should also be addressed within that context. On the overriding issue of how do we develop good independent regulatory authority, our experience with the bodies that have been established so far, has been a mixed one. Three very critical issues have emerged here: finding the right person for the right job who must have the expertise and independent-thinking to challenge if necessary, what is happening in the private sector as well as the government. In our system the capacity for independent action is lacking. We give full credit to former Governor of Bangladesh Bank, Dr Fakhruddin Ahmed, who made a concerted effort to get the central bank to function as an independent regulatory body. We need to empower them properly.

Similarly, financial independence and freedom to recruit or dismiss personnel should be there. We need to address the issue of capacity-building. It is a part of the new global reform agenda to have a strong independent regulatory authority because private sector growth is strongly linked to this. 

BEI
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