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afohe 8 s «a A BTt Material Flow Cost Accounting
N4 AWHSF Workshop TS

I (eI SEfmRreew (qnre) qR aFEw cerersiie wefmgterH (qfhe)aa
e ST o 29-wo 5 2039 3x ©IfdTd FARS Hotel & Resorts, 212, Shahid Syed Nazrul Islam
Sharani, Purana Paltan, Dhaka-1000. "Workshop on Material Flow Cost Accounting” A ewifes
Workshop 6 Sraieat wpiv sy 27| & Sra SepitT ad wfefd e Seifye firem
SR IET TASE ¥y wEdEEd wuife fHfEa e @ APO @9 Country Director for
Bangladesh S99 (M3 CIMRET 0W 933 @4feH «az Torifoy wraq Mg wEdeme ey
wfefae AT TwIT FEw by 71| WRe Toifge ferew weimg affmie carebieh sfmRresE
(afe) @3 CLBIRTEG (AT &S Program Officer, Mr, Ta-Te Yang. @ Workshop ¥53fb Srar«=t
DI RS SIFe &AW Feae e ool wefmarem (avfhe) g sfisEs (T 769) g
APO 99 Country Alternate Director for Bangladesh & F @¥, 9% S*AFeE | ©& Workshop 9
oo fATaat Fyer Gl =iz wiEws aféme yafb 79n: (3) e, () TRl @9 s,
(o) &fE&, (8) Ta9 (¢) =1, (v) Tr=wafar, (q) WM, (v) &=, (5) &fEt, (do) e,
(55) T, (3) #HfFEIE, (do) Refersiide, (38) fvifere s ifedt, (d¢) A=, (Sv) A2ATE @
(39) ferEreaT Tre (6 39 & afiwend sesaze $0a | affie GBI G=ITEe ey (e afire’s
fafeq =66 U vt «ae Wfre SwTER SrsivRtere! Sy vy Sfie o ey Sicar
FEC |
fof =ity +9f6 Soaret 7oA SITEIGHTS FCaE- (i) To familiarize participants with the
methodologies of Material Flow Cost Accounting (MFCA), the concept of the circular economy, and
good practices of MFCA implementation; (ii) To provide a platform for company executives,
environmental management professionals, and MFCA practitioners to exchange experiences and

knowledge on waste management and the application of MFCA; and (iii) To raise awareness of Green
Productivity, the circular economy, and sustainable development”.

g4 Sfefds q@ay g TaeiEngs Hiferg sihe wamy ¢ yufre <iff widEsa Wik (s Giifaas
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Accounting” %WWWW&%WQHWWWWWW

e (AtE s @ e [ 9 @, "Material Flow Cost Accounting (MECA) as one of the
Environmental Management Accounting (EMA) tools aimed to reduce both environmental impact and
cost simultaneously. In addition, MFCA is also a tool used in organizations decision-making which is
aimed at improving their business productivity by reducing costs through waste reduction. MFCA
measures the flow of raw materials in both physical and monetary units. Cost categories are material
cost, energy cost, system cost, and waste management cost. Reduced material input and material cost
is directly is a direct result of reduced waste generation. This eventually leads to improved efficiency
in processing and waste treatment cost. Hence, two key activities of environmental management are
reduction of waste generation and resource consumption in order to lower environmental impact of the
manufacturing process. MFCA i1dentifies the source of waste generation as well the quantities and
costs of waste generated from a process”.
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The Development Academy of the Philippines is hosting a Workshop on Public-sector Leadership in
Manila, 15-19 May 2017. The workshop is part of a series of interventions by the Asian Productivity
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IT: the next bright spot
By
Ashraf Jahan

Senior Information Officer
Bangladesh Employers' Federation

Technologies can bring about a paradigm shift in economic and social spheres, offering new directions
and growth strategies and opportunities for traditional as well as emerging industries. Bangladesh's
ICT sector is a $1-billion industry with more than 1,500 firms and 40 offshore development
centers.

The sector got a huge boost in 2008 when the Honorable Prime Minister Sheikh Hasina laid out the
vision of building a Digital Bangladesh by 2021. Since then, the industry has gone on to become a big
hub for freelance work via online marketplaces such as Upwork, punching with heavyweights like
India and the US and coming higher in the rankings than China, Canada and the UK.

Gartner, an American IT and research firm, counts Bangladesh among the top 30 outsourcing
destinations in the world, and the country came in at No. 26 fo Chicago-based global management
consultancy firm AT Kearney's index of top 50 off shoring destinations. The reason for the wave of
optimism is the country's large youth population, who happens to be very receptive to the latest
technology. To harness it, the Asian Development Bank, the World Bank and the finance ministry
have taken up projects to train about 59,000 IT professionals over the next three to four years.

The government has granted tax exemption until 2024, withdrawn value-added tax from e- commerce
and given 300 acres of land in Kaliakoir to develop an industrial park .The government has now set its
sights to hit US$1.0billion in exports of IT and IT-enabled services by 2018 and it has already
registered $450 million, according to the ICT division.

In the last 3 years Bangladesh has seen a tremendous growth in the information technology (ICT)
sector. It has a market of 160 million + people, where consumer spending is around USD 130 Billion +
growing at 6% annually. After Telco's launched 3G services in 2013 internet penetration in
Bangladesh grew by 22% by the end of 2014. Of the 66.8 million active Internet subscribers (BTRC
Dept 2016), nearly 96% are on mobile and 10 million use smart phones, and rapid rise in social
networking (23 million + Facebook users), we have seen incressed emergence of digital savvy
COTNSUIMErs.

Government policy and awareness

In last 3 years the Government of Bangladesh played a major role in promoting the ICT sector as the
next growth engine for Bangladesh. The present government's election manifesto of Digital
Bangladesh was campaigned by Sajib Wazed joy, Advior to the Hon'ble prime Mimster for
Information and Technology and Zunaid Ahmed palak, M.P State Minister of ICT. A major role was
played from a2i project, the key driver from the prime Minister's Office in deploying the rapid
expansion of technologies in delivering public services to citizens. Some of the key milestones of a2i
project have been the following:

8.5 million students learning from multimedia content developed by 100,000 teachers
« 105 Digital Talking text books for all disabled students

e 103 innovations incubateb through Service Innovation fund

 $28.15 mil earnings for digital Center Entrepreneurs
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The ICT ministry played a phenomenal role in creating awareness and programs to transform ideas
into reality through programs like Digital World, ICT Expo, National Hackathon, Connecting Startup
Bangladesh etc.

Recent policy support by the govt. has been very helpful in creating attractiveness of the ICT sector,
Here are several key incentives:

a. 100% foreign ownership of companies allowed

b. Small-cap exchange to be implemented to allow easier raising/ listing on capital markets

c. Software park which facilitated high speed Internet connection trade facility similar to
Export Processing Zones (EPZ)

After 3 years, we now have a mix of community tech space, co-working space and accelerators. As an
emerging economy we have fundamental gaps in Infrastructure that impact digital entrepreneurship,
connectivity and technology development.These hubs are providing that enabling in frastructure, and
providing skills training in the IT sector, As a mandate government will try to bring ICT program
throughout the country, but the impact will be less if certain areas of the country does not have
surrounding ecosystem mature enough to support viable startup, and accelerator activities. For
example, Dhaka has enough critical mass of all the right things-access to funding, universities,
international tech companies, media, entrepreneurs, etc. which allows the plece to build a successful
tech hub.

Building a thriving ecosystem requires close collaboration between the public and private sectors. As
we move along this path, we predict that we will develop a closer working relationship between the
public and private sector.

BASIS policy and advocacy Service

The software association of Bangladesh, popularly known as BASIS focused on startup activities in
Bangladesh. Shameem Ashan ex-president of BASIS demonstrated tremendous leadership. They
initiated well known program like BASIS soft expo, BASIS Student Forum, BASIS e-commerce
alliance etc, to create awareness about startups and facilitate the growth of this sector In order to
develop the IT sector of the country, Government has take following steps:

a. Bangladesh Bank has recently relaxed ragulation in support of the ICT (information and

communication technology) sector helping it achieve the target of US $5.0 billion software
exports by 2021. Now, banks are allowed to remit from $25,000 to $30,000 on behalf of IT or
software firms in a calendar year.

b. The central bank has also increased the limit of ERO to 70 percent from 60 percent earlier to
facilitate exprots of ICT services. To promote exports of ICT services, it has now been decided
that ICT- related service exporters may retain 70 per cent of their repatriated exports receipts
in ERQ) accounts.

C. The bank however,simplified declaration on ' Form-C for inward remittance for the purpose of
ICT- related services to assess the actual exports earnings from the ICT sector.

d. 7 year tax holiday for registered IT companies.
€. Private equity and venture capital policy framework implemented as of july 2015.

f. Vat for e-commerce reduced to NIL.
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Private sector movement at the heart

a. Startups- There has been significant increase of new startup and founders joining the space which was
not seen in the past. It is not Limited to first time entrepreneur only, but people with professional work
experience are taking risk to join the startup life. A recent study by Light Castle Partners (LCP) identified
top 3 sectors where startups are currently working now e-commerce, tech and impact businesses.

b. Telcos- Have played one of the major stakeholder as they built the Infrastructure investment in 3G that
practically jump started the internet enabled businesses in Bangladesh. Local private device suppliers played
the second biggest role in bringing the smart phone prices down locally manufacturing them. Last year 3
major telcos either started an accelerator program or sponsored one to promote digital business in
Bangladesh such as Grameenphone Accelerator which provided access to deal flow.

¢. Investment- We have few local angel investors who provide seed funding. However their numder 1s very
limited with a deal below US $50,000. There are larger financial institutions that have invested across
various range. Few of the venture capital and private equity companies who are currently working in
Bangladesh are: Fenox Ventures, IPE Capital, BD Venture Limited, Aviskar, DEFTA partners, Innotech
Corporation, Bangladesh Venture Capital, Razor Capital, 500 startups, Segnel Ventures, IMJ Ventures,
Mind Initiative, Brummer & partners, princestreet, Osiris Group VIPB, IFC etc. A recent study by light
Castle partners (LCP) identified preferred sectors by investors are MFS (83%) Health Tech (67%) and C2C
Commerce (509%) Few of the local startup that recently got fund, to our best knowledge, are: paywell,
privo.com Solaric, SureCash, AjkerDeal, pathao, Bagdoom, Sheba, BPCL, Brian Station, Magnito Digital,
Doctorola etc.

d. Ecosystem Builders- The startup ecosystem originally sarted in 2013 with main advocates being Startup
Dhaka also know as 5D Asia, Team Engine, Hub Dhaka, EMK Center, Bette Stories,preneur Lab etc. Most
of these companies are involved in mentoring, coaching and accelerator program which help startup develop
their business to next stage.

Challnges

The trust with the consumers is the most important factor for growth in the ecosystem. If consumers do not
feel comfortable conducting e-commerce online, it will slow the growth. this is why it is important to
establish Consumer protection program and policies that cover refund, fraudulent activity and consumer
data there needs to be reporting mechanisms and actions taken so that consumer feels protected. There will
be huge amount of data being generated and there is need to stricter data protection laws in place so that one
cannot easily give consumer data to anyone.

Competition

We do believe that everyone needs to operate with the same rules. In the startup world, it is best to let the
customers choose the winner. This will enable to strive and carry the industry to drive better results and
improve standards of the businesses to keep up. Consumers will also adopt technology startups at a faster
rate through experience better quality. Though the word of caution 1s for international companies who spend
outside of the country duell mother brand having global spending contracts. A local company face
restrictions especislly when sending money abroad for advertisements where as foreign companies can
spend from their foreign company accounts which is faster and easier to deploy.

Recommendations

Tax Incentives

Raising capital is not easy, from the seed round to different fund raising rounds until exit or IPO. The
market hasn't matured to attract mainstream international investors, as deal flow is still limited and
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growing. Although alternative vehicle policies are being creﬂte to attract mainstream investors, we need to

grow our local angel investor scene with policy incentives by giving tax credits. we propose tax incentives

to encourage investors to risk their money in startups. Since access to startup funding is an issue, tax

incentive to encourage people with considerable risk appetite can be a good alternative for the local market.

This will help to fund more early/seed stags startups to increase deal flow for the entire ecosystem.

Matching Grant for fund Raised by Startups

Singapore government has launchd initiative like Business Angels Scheme (BAS), which matches any
investment up to SG52 million (US $1.32 million) that a startup raises from a business angel investor
through its investment arm SPRING SEEDS Capital pte L.td. Bangladesh governmenty has similar grant for
technology companies called Innovation Fund, which is really not promoted among the community. This
fund could easily be used to match fund raised by local startups to provide financial backing that the
startups requre so desperately.

Regional Connectivity

India, Singapore, Vietnam, Malaysia, Thailand, Indonesia and philippines have a growing startup
community. Privately a lot of local startups are connecting regionally, but from government level we need
to connect as well, These markets have poligy frame works that we can use and best practices that we can
implement. We need to bridge, the stakeholders from the regional startup community for idea sharing to
better support the eco-system. The government can also provide subsidies to participate in the regional tech
events to the starups.

Bridge the Academia with Enterpreneurship
Many entrepreneurs in Bangladesh have started by necessity or taken risk with leap of faith to earn more.
Though many have gone through a formal education system, there are many others who haven't been able to
various reasons, get access to quality education.

Knowledge 1s the key to any economy moving towards an advance society. Therefore vocational training to
provide basic knowledge to startup entrepreneurs is a necessity to build solid companies based on
fundamentals.

Mindset of young founders needs to change when they are learning at schools and universities. Same time
Government education policy needs to align with their vision of digital ecosystem so that there is a pipeline
for talents in the private sector. It's a long process but in the short term there has to be a way to make the
education system more relevant for the ICT sector. This will be also helpful if university can encourage
students to get more relevant job expenience in early stages is internship programs in tech companies. This
way both students and tech companies benefit from developing talent that is more prepared for the future.
Government can take initiatives for that.

Contribution from Most Important Stakeholders

The Telcos, payment service providers, logistics, Service companies and Government (ICT Ministry)
should support local startups in next 5 years to get decent valuation. The telcos need make the data service
cheaper, payment provlders need to made online payment secured and samless, logistics services need to be
reliable and designed to support cash on delivery system, which 1s a dominant payment solution in South
East Asia, service companies need to start solving real problems that is affecting the bottom of the pyramid,
and ICT ministry needs to work with all the parties so that real change can happen.
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Facilitating productivity by EPZ enterprises in the industrial
arena of Bangladesh
Major General Mohd Habibur Rahman Khan, ndc, psc

Executive Chairman
Bangladesh Export Processing Zones Authority (BEPZA)

Bangladesh, with its rising wave of imports and exports, has experienced a series of industrial policies.
The country is on its right track to bring structural changes by pursuing export led growth strategy
through attracting the investment from home and abroad. Through "The new industrial policy, 1982"
many nationalized jute and cotton textile factories were transferred to private owners. After that.
government reviewed the Industrial policy many times and at last it was reviewed in 2016. The
upgraded Industrial policies followed the earlier moves towards the deregulation of ongoing structural
adjustment program providing more incentive instruments available to the export oriented entrepreneurs.

In light of the industrial policies of the country, "The Foreign Private Investment (Promotion and
Protection) Act, 1980" was enacted which ensures legal protection to foreign investment in Bangladesh
against nationalization and expropriation. It also guarantees repatriation of capital & dividend and
equitable treatment with local investors. At the same time, "The Bangladesh Export Processing Zones
Authority Act" was passed in the parliament. Accordingly, the concept of Export processing Zone in
Bangladesh commenced its journey in the year 1983 with a view to accelerating economic development
through rapid industrialization, investment promotion, employment generation, foreign exchange
earnings, technology transfer and other relevant economic parameters. The EPZ concept 1s defined by
International Labour Organization as "Industrial zones with special incentives to attract foreign
investors, in which imported materials undergo some degree of processing before being (re) exported
again”

As of now (i.e. June, 2017) eight state owned EPZs have been established consisting total 680 industrial
enterprises under the umbrella of Bangladesh Export Processing Zones Authority (BEPZA), of which
464 are currently in operation. The EPZs are operating successfully employing almost 4,79,181
Bangladesh people with an Investment of US$ 4.34 billion.The cumulative export from the EPZs is US$
6.54 Billion for Fiscal Year 2016-2017 which is almost 20% of our national export. These statistical
figures are visible; clearly denoting EPZs' strong presence in the country's economic domain through
achievement of broader objectives like employment generation, FDI inflow and export promotion.

However, certain subtle qualitative dynamics indued by EPZ enterprises have not been notified
explicitly, such as empowerment, technological knowhow, export diversification digitalization and
improvement of purchasing parity and as a whole the poverty alleviation. The most remarkable one is
the development and successful application of updated PRODUCTIVITY concept in the management
and production of the respective enterprises.

During the nineteen eighties when local industrial units were familiar with the traditional quantitative
production method, some EPZ units then introduced qualitative Work and Time Study method in their
production process to enhance output. Imparting training and hiring of experts from overseas were some
other very common characteristics of number of advanced industrial units in EPZs at that time.
Therefore, an industrial culture of adopting up-to- date
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productivity tools and techniques were very much prevalent in the enterprises of EPZs since beginning.
The spillover effet of such positive initiatives has influenced the local entrepreneurs as well to adopt
different tools and techniques to enhance their production in order to remain competitive in the global
market.

If we look back into the past thirty years of development it is evident that several Japanese enterprises in
Chittagong EPZ successfully introduced "5S" (Sorting, Straightening, Shining, Standardization,
Sustaining) concept to enhance workplace organization capability & visual management standards. EPZ
enterprises which mostly pursued assembling works and required efficient management like
manufacturers of auto parts, fishing wheel, Printed Circuit Board, etc. Successfully applied 5S method in
their work places. Increasing productivity through reducing "7 wastes" (Over-production, waiting, motion,
transport, over processing, inventory, defect and value adding activity) is another commonly followed
techuique in factories within EPZs. This techniuque primarily based on Non-cost Principle that is
reducing cost to reach higher productivity. In conjunction with productivity improvement, "skill transfer
scheme" by some Japanese and Korean Units have also played a pivotal role in bringing some qualitative
changes in the industrial culture inside the Export Processing Zones, Moreover, many of the enterprises in
EPZs have introduced a separate Idustrial Engineering (IE) Department in their management to work on
continuous upgradation of the technology and enhancement of productivity of the company.

The competency level and resource availability to introduce state of art technology and impart modern
productivity conecept by EPZ based foreign enterprises is very strong because of the existence of parent
companies' operation in various overseas locations. It is easier for EPZ enterprises to bring in new
technology, innovation and advanced productivity tools and techniques from their overseas units to
Bangladeshi Units. Some units have been sending their mid-level technicians and operators on regular
basis to their parent companies based in Japan, Korea, China, Taiwan so that the trained workers can be
self-sufficient and offset foreign technicians phase wise.

It is also noticeable that the EPZ units are currently leading from the forefront in introducing Lean
production Concept, Six Sigma, and Green production (GP) concept in respective units. Some EPZ units
have obtained credentials through LEED Certification championing the message of efficient energy
management, reducing carbon emission, saving skylights, using solar energy, using rainwater and
recycled water and overall sustainability of the business. For instance, M/s Remi Holdings Limited of
Adamjee EPZ has achieved 'LEED Platinum Certification with the score of 97 points out of 110, which is
highest ever for a garment industry in the world. The pioneering role of these units in introducing latest
productivity concept is likely to have multiplier effect on overall industrial environment of the country.

in addition to its quantifiable contribution to the national economy, role of EPZs in escalating productivity
concept in the industrial arena is required to be equally recognized which in turn impacting overall
industrial environment of Bangladesh in a positive wave, Nevertheless to mention that EPZs of
Bangladesh have proven its worth in the economic history of Bangladesh. The success story of under
BEPZA might be a milestone for the newer concepts such as Economic Zones or other similar concepts
like Hi-Tech Park, Industrial Parks and so on. The establishment of more new specialized zones may
enhance the ability to eradicate poverty and inequality in society through enhancing PRODUCTIVITY in
the overall economy.

To the end, being enlightened from our great leader Bangabondhu Sheikh Mujibur Rahman's economic
vision, BEPZA through EPZ enterprises is trying its best to upsurge the PRODUCTIVITY in
manufacturing sector under the policies of current government.
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