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A policy dialogue was held on competition scenario in Bangladesh at Dhaka Sheraton Hotel on 2 January 2006. Unnayan Shamannay was organized the dialogue in collaboration with Bangladesh Enterprise Institute and CUTS International. A significant number of MPs (Member of the Parliament) and government officials took part in the policy dialogue. The dialogue was attended by 40 participants representing key government agencies, departments & ministries and the parliaments. Mr. Iftekar Ahmed, Senior Research Fellow, Bangladesh Enterprise Institute presented the research findings of the 7 Up2 project. Chaired by Dr. Atiur Rahman, eminent economist and chairman, Unnayan Shamannay; Mr. Amir Khosru M. Chowdhury MP, Former Commerce Minister was present as chief guest. Col (Rtd.) Faruk Khan MP and Mr. Faruq Ahmad Siddiqi, Commerce Secretary were present as guests of honor while Dr. Zafarullah Chowdhury, Ex-President, Consumers Association of Bangladesh (CAB) and Mr. Syed Sujauddin Ahmed, Chairman, Bangladesh Tariff Commission were present as designated discussants in the policy dialogue. The dialogue consists of two sessions: opening session and parallel discussion sessions with MPs and government officials.   

Welcome address by Dr. Atiur Rahman

Dr. Atiur Rahman, Chairman, Unnayan Shamannay delivered the welcome speech. In his address of welcome Dr. Rahman introduced the designated discussants and other distinguished guests and welcome them to the event. He explained the background of the 7Up2 project at the outset. 

Dr. Rahman mentioned that whether we like it or not we have now become a part of the globalization process. We have to cope with this changing world.  He further added that market is an ancient institution. If we want to protect the interest of both consumers and producers, it is necessary to operate the market within a particular set of rules and regulations. If there is fair deal of competition in the markets both buyers and sellers are likely to benefit. Often the market becomes unstable with the interference of the middlemen. Some entrepreneurs want to get short-term profits by creating oligopoly and monopolistic curtails in the market rather than competing in a fair manner. To prevent such situation it is necessary to develop and enforce a healthy competition policy and law at the national level. India and many other developing countries have passed such law and also formed a competition authority in this regard. But all of them have taken the initiative in the light of their own socio-economic circumstances. They have developed as well as enforced the law incorporating the views of the ordinary citizens of the country. Many least developed and developing countries doesn’t have such policy or law including Bangladesh. Though such legislation was initiated in Nepal, presently there is no further development. 

In this backdrop, a research and advocacy project has initiated by CUTS in order to help accelerate the process towards well-adapted competition policy and law in Bangladesh, Cambodia, India, Lao PDR, Nepal and Vietnam. 

He highlighted that Bangladesh Enterprise Institute has just conducted first phase of research in Bangladesh and Unnayan Shamannay started carrying out the second phase of the project. The main output of this recently completed research is that all stakeholders including consumers, entrepreneurs badly require a standard competition policy and law. Huge public demand need to be created for this. This policy dialogue is an initiative in this regard. 

We have gathered here for an open discussion on competition scenario in Bangladesh and what initiatives have to be taken to pass the necessary law and policy with regard to protect the welfare of the public. Having people from two groups, member of the parliament and government officials in this august gathering, it’s indeed a great opportunity to hear from both of them together. It is our expectation that in order to protect public interest, this dialogue will have a practical impact on the development and enforcement of a healthy competition policy and law in Bangladesh, he added. 

Finally, Dr. Rahman raised some questions before the audience for discussion, such as

· Why do we need a competition policy?

· Why existing law has not been implemented properly?
· What are the anti-competitive practices going on in Bangladesh?
· What are the areas where competition policy and law is most needed?

· What should be next step for Bangladesh – for development and enforcement of a healthy competition policy and law in Bangladesh? 

· What could be the components of competition policy for Bangladesh?
· What is the scope of consumers’ views to be reflected at the policy level in order to protect their rights?

· What should be the role of Commerce Ministry to develop a competition policy?

· What should be the role of mobile court, media to aware the consumers about their rights?

· Is it necessary to establish an autonomous institution to oversee the market?
· Why there is not much research conducted on competition? How this could properly be documented? 
· How competition policy could facilitate private sectors?
Iftekhar Ahmed, Senior Research fellow of Bangladesh Enterprise Institute 

Mr. Iftekar Ahmed presented the key note paper and discussed different aspects of competitive policy. At the outset, Mr. Ahmed focused on the understanding of the competition policy. What is competition? When we talk about competition we are talking about the economic theory of having a market structure where many actors are competing. There should be a large number of sellers with identical products. There should be easy entry and exit- this is very important. The sellers and buyers in the market are setting the price. The consumers must have a choice and be assured of the availability of goods at the lowest possible price.  The opposite is a monopoly – where one or two dominant players are controlling the market. When we are talking about competition policy we mean policies that prohibit market imperfections like monopoly. So a competitive market means there is optimal utilization of resources.

For businesses there must be a level playing field. There are too many regulations in the existing market structures. If there is an increase in competition in the market then the number of regulators will automatically come down.  For the consumer it will mean low prices and improved services. So effectively competition policy is necessary for regulating the market and will promote growth and economic development.

In Bangladesh there is currently very little competition policy and law framework to deal with situations that significantly hampers competition.  Basically, there are cartels and other anti-competitive factors. There is no legal framework under which some actions can be taken against anti-competitive activities.

 Most prevalent anti-competitive practices in Bangladesh were identified as: Collective price fixing, monopoly, bid rigging, discriminatory dealing, resale price maintenance, exclusive dealing, entry barriers, tied selling, market sharing, predatory pricing and refusal to deal.  

Major challenges were highlighted as follows:

· Challenges to instituting a competition regime are enormous, 

· No simple and remedy that will be immediately effective across the board. 

· Even a law is drafted; past experience shows poor implementation with weak enforcement. 

Hence, three steps process could be followed for a competition policy 

· Raising awareness among different stakeholders

· Drafting law 

· Implementation and enforcement of law.

Mr. Amir Khosru M. Chowdhury, Former Commerce Minister
Empowerment of customers is important. Bangladeshi consumers are the most vulnerable group I have ever seen. When I was minister I prepared a draft based on this issue.  I passed the Consumer Protection Act. More than 2-3 seminars were organized on this subject. That was the starting point; they should come as a very strong stakeholder in doing this job.  In this respect the Consumer Protection Act should be passed before the formation of a competition policy. And we should activate the consumer protection authority, which we have.  If anyone violates the law, customers can claim against them. A person has that authority which means that the person who has suffered can ask for justice against the violator. 

The competition policy has some rules. Competition policy should be domestic. Because the Domestic Act has already covered most of the issues of the consumers protection acts. If the sugar market is controlled by domestic curtail, then we can take necessary steps under consumer protection act. But what about international curtails?  

Fortunately or unfortunately globalization has both good and bad effects. International curtails are one of the bad effects. Multinational companies can easily control any product by making curtails. It is the monopoly of those companies.  In this respect the competition act could work better. So the Competition Act should be passed without making any delay. 

Mr. Farooq Sobhan, President, Bangladesh Enterprise Institute

Mr. Sobhan mentioned that 7Up2 project was launched in September 2004 in Dhaka and since then BEI have carried out many activities. Our ultimate goal is to try and present to the government a place for introducing a strong and well-drafted law on competition policy as well as setting up a competition authority which will ensure for the effective implementation and monitoring of this law on competition. Why do we need competition policy?   Let me give you the rationale and justification for a competition policy. For the past twenty years Bangladesh has been moving rapidly toward following a policy of economic reform which is private sector-led growth. So we have moved from an economy dominated by the public sector to a private sector-led sector.  There are several components with the private sector – the large company, the multinationals and the most important of all are the small and medium enterprises (SMEs).   We have seen that in all our neighboring countries, from China to India and all the countries in between, SMEs have played a central role in economic growth and development of the country.  Indeed, insofar as exports are concerned the SMEs make a major contribution, most notably in China where today as much as 70% -75% of China’s exports are generated by SMEs.

It needs to be ensured that the SMEs are able to compete effectively in the market with the large enterprises. If we had a competition authority in position, it’s primary responsibility would be to look into the issue of whether there is a cartel controlling sugar prices.  Why are sugar prices rising frequently? When prices rise Commerce Ministry is held responsible but I don’t think you can blame them when we are in a free market situation – prices will rise and fall – what can Commerce Ministry do about it? 

If we had a strong competition law in place, backed by a competition authority those are the safeguards we would have against cartels, against monopolies and those trying to control prices and influence the budget which leads to distortions that adversely affect the economy. Therefore, we need competition law and authority to be developed as quickly as possible.  The Ministry of Commerce needs to take competition policy forward and they will have primary responsibility for drafting the competition policy and law. Also it is important that government recognizes the consumer’s interests. So setting up a consumer association is important. Consumer and competition law are complementary parts of the process. 

It is very important to have strong, independent regulatory authorities.  It is not wise to set-up a competition authority if it does not have the authority to do what it wants.  

I hope the process today will contribute to pushing forward and facilitating the drafting of competition policy and law.

Faruq Ahmad Siddiqi, Secretary, Ministry of Commerce
Mr. Ahmed said that the Government is seriously thinking for a completion policy and is going to develop accordingly which will be presented to the cabinet very soon.

Syed Shujauddin Ahmed, Chairman of Bangladesh Tariff Commission

Focusing on formulating consumers’ protection law Sayed Shujauddin Ahmed, Chairman of Bangladesh Tariff Commission mentioned that cartel of middlemen is very strong which should be prevented at any cost. These intermediary groups controlled the total economy. He gave some practical examples of anti-competitive practices existing in different sectors such as, telecommunication, cable TV, fish markets, rice markets etc. He also gave emphasis on preparing  a law to protect consumers’ welfare.

Dr. Zafarullah Chowdhury, ex-chairman, Consumers Association of Bangladesh

 Dr. Zafarullah pointed that consumers are currently suffering due to high price of necessary goods which is out of the reach of the common people. He mentioned that some middlemen are directly involved with this irrespective of any political parties who are very powerful. Mass people are helpless. Therefore, it is necessary to have consumers’ right protection law immediately. He praised on going movement of the government against food adulteration.  

Discussion Sessions:

After tea break the session was open for discussions. The session was divided into two groups, one with MPs and the other with government officials. The summary of their discussions is as follows:

· Participants gave emphasis on forming a strong consumer’s association.

· After the Monopolies and Restrictive Trade Practice (MRTP) Ordinance of 1970, no policy has been formulated in favour of fair competition in our country. An initiative was taken after the ministerial meeting of WTO in Singapore in 1996 with a view to develop a law for protecting consumers’ right in Bangladesh which is yet to approve by the parliament. We came to know that the proposed law had promised to deliver quality goods and services at a competitive price to the consumer. At the same time, right to have information on quality of goods and its price also ensured in the proposed law. But on the whole, there are some structural constraints for not getting the goods and services at a competitive price. The law makers have to pay attention in this regard.

· Regulatory structure is yet to establish in our country. Though a regulatory commission has been formed in the telephone sector, this commission does not play a significant role. The Securities and Exchange Commission has been regulating the capital market, but it is still in doubt how efficiently it regulates the market. 

· Our judiciary is also inefficient. Lack of proper legal system in purchasing land, employing labour, and enforcing contracts creates lots of ambiguity.  It is very difficult to ensure fair competition among entrepreneurs without existence of transparency. Millions of legal prosecute are still under trial. Under the circumstances, it is very difficult to ensure  “Property Right”.

· Still there are many sectors which are protected and over saturated. Hence, competition cannot take place.

· Some sectors are being opened including telecommunication. Private sectors started entering these sectors though such openness is not transparent. Despite potentialities, the sectors are yet to reap the benefits of competition. Customers face endless sufferings in getting services. Consumers are compelled to use expensive cellular phone. Besides, it is known to all that anti-competitive practices exist in the railway, energy, transport and health sectors. Some other anti-competitive practices are as follows: 

· Collective price fixing through syndicate

· Bid rigging 

· Predatory pricing 

· Merging operations with their closest competitors

· Enter into tying contracts, tied selling 

· Resort to price discrimination

· Discriminatory dealing, exclusive dealing or refusal to deal 

· Increasing transport fare prior to major religious festivals (Eid-ul-Fitre and Eid-ul-Azha)    

· Basically, due to unavailability of adequate information, lack of transparency in the market, lack of scope to verify the quality of goods and absence of strong institutional initiatives to oversee the market - the consumers are compelled to buy low quality and adulterate goods at a high price. In order to get rid of the situation, it is inevitable to reform institutional structure drastically with regard to competition. In order to develop a holistic competition policy and law and its enforcement, it is important to take views all segment of the people. 

· Ministry of Commerce should take initiative for developing competition policy and law to protect the welfare of the consumer. Most of them discussed the anti-competitive practices prevailing in different sectors of Bangladesh. They also put emphasis on building awareness among journalists, businessmen and consumers along with the Government.

Finally, Dr. Atiur Rahman gave vote of thanks and declared closing of the policy dialogue.
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