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Bangladesh eyes arms exportsl

DEFENCE ECONOMIC ZONE PLANNED

~ CAapproves polu:y to bl.nld defence economn: zone |

) Interna! defehce
demand estimated
. at TkB.BDUcr £

» Targets meet.lng
¢ demandfromarmed |
JrL - forces,security agencies |
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~ joint ventures, FDI

%,,,m Plans to
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To produce drones cyber-tech
gysterns, arms,ammo, vehicles

@ Funding may be spread @ ~ Sources: Revenue budget,
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SECURITY - BANGLADESH

ABUL KASHEM

Officials say several countries already
expressed interest in investing in
Bangladesh’s defence sector

The government is moving to establish a specialised defence
economic zone as part of a broader plan to build a self-reliant
military industrial base. The initiative aims to produce drones,
cyber-technology systems, arms, and ammunition for the armed
forces and security agencies—with export potential in view.

Officials estimate that the sector will require long-term in-
vestment of around Tk15,000 crore, mobilised through the rev-
enue budget, public-private partnerships, joint ventures, or
direct foreign investment.

According to officials involved, Chief Adviser Muhammad

Yunus has already approved a set of policy measures to facili-~ -

tate technology transfer, joint investment, PPPs, and FDI in the
defence industry.
The decision to establish a dedicated : zone was taken at a

&6

We need to verify
whether our private
sector has the capacity
for such investment.
Tk1s,000 crore alone
will not suffice, a much
larger investment

will be necessary.

MAJOR GENERAL (RETD) ANM
MUNIRUZZAMAN

PRESIDENT, BANGLADESH INSTITUTE OF
PEACE AND SECURITY STUDIES
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September meeting chaired
by Chowdhury Ashik Mahmud
Bin Harun, Executive Chairman of the Bangla-

desh Economic Zones Authority (Beza), and attended by senior
civil and military officials.

Meeting minutes obtained, by The Business Standard show
that several foreign governments and companies have already |
expressed interest in investing in Bangladesh’s nascent defence
manufacturing sector. '

“Work is under way to establish the zone and attract both
domestic and foreign investment,” Ashik Chowdhury told TBS
on Thursday. “The location and land size have not yet been fi-
nalised. We are developing the policy framework and engaging
with friendly countries. The goal is to make the defence sector
export-oriented.” '

Ashik Chowdhury, who also serves as Executive Chairman
of the Bangladesh Investment Development Authority (Bida),
declined to comment on whether China or Turkwe were among
the interested parties: ¥

Officials said the Chief Adviser approved policy du'ectmns on
30 April, and the Bangladesh Army has since been tasked with
drafting a concept paper for a
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comprehensive national policy at
Beza’s request.

They estimated Bangladesh'’s do-
mestic demand for defence products
at around Tk8,000 crore, covering
the needs of the armed forces as well
as the Border Guard Bangladesh,
Coast Guard, police, Ansar and VDP,
and other paramilitary agencies. A
domestic industry, they said, could
meet much of this demand and even-
tually expand into exports.

They added that the armed forces
have received proposals from for-
eign companies to produce military
equipment in Bangladesh. Similar
proposals have reached Bida, but
some policy decisions are still pend-
ing.

Private investment seen as key
Finance Secretary Md Khairuzzaman

.Mozumder, who attended the meet-

ing, cited international models such
as McDonnell Douglas and Lock-
heed Martin, stressing that the pri-
vate sector must play a central role
in developing the industry.

“Tk15,000 crore may not be avail-
able from a single year’s budget,
but it can be allocated over several
fiscal years,” he said, adding that
the Finance Ministry would support
land acquisition, possibly using land
from unused state factories. He also
advised taking up a short-term pro-
ject to establish the zone quickly. -

Defence and security analysts
have welcomed the initiative but
urged careful planning.

Major General (retd) ANM Mu-
niruzzaman, president of the Bang-
ladesh Institute of Peace and Securi-
ty Studies (BIPSS), said self-reliance
in defence was a strategic necessity.

-.“Every nation seeks to reduce de-
pendence on foreign suppliers. Es-
tablishing a defence economic zone
is essential for that goal,” he said.
“But such an initiative demands
significant investment and technical
expertise. Tk15,000 crore alone will
not suffice.”

He added that Bangladesh must -

ensure the private sector has the ca-
pacity for large-scale investment and
that technology gaps are addressed
through partnerships and training.

Muniruzzaman cautioned that
Bangladesh’s domestic market alone
may be too small to sustain a de-
fence industry. .

“To make it viable, we must tap
export markets. The global defence
industry is fiercely competitive,
dominated by established players.

- Success will require either joint ven-

tures or direct foreign investment
with technology partners,” he noted.

Bangladesh lags in defence
manufacturing

Meeting documents show that Paki-
stan has earned about $450 million
annually from defence production

duction base even after 54 years of
independence, while other countries
of similar economic strength have
advanced significantly.

He estimated it could take 25-30
years for Bangladesh to reach com-
parable levels and stressed the need
to develop an industrial ecosystem
that can function independently of
imports for extended periods.

Commerce Secretary Mahbubur
Rahman said Bangladesh has the
potential to match Pakistan’s level
of investment among regional peers.

“The initiative should start imme-
diately to strengthen both the armed
forces and the national defence in-
dustry,” he said, suggesting that the
proposed defence zone should have
a designated area like the Bangla-
desh Ordnance Factory in Gazipur.

Other officials pointed out that
in neighbouring countries, defence
production has expanded primarily
through private-sector initiatives.

. They said Bangladesh’s large indus-

trial conglomerates could also play a
similar role.

However, an additional secretary
from the Industries Ministry cau-
tioned that foreign investors often
seek guarantees, which Bangla-
desh’s current laws and policies do
not clearly provide. He urged the
government to define investment
procedures and protections in the
forthcoming policy.

Another official said the Defence
Procurement Act and related laws
currently restrict private participa-
tion in the sector, and recommended
new legislation to open the field to
investors.

Participants also  suggested
adopting policy models from Tiirki-
ye or Pakistan and forming a perma-
nent coordination body to oversee
defence industry development.

Two committees formed
to guide the process
The meeting decided to form two
high-level committees:
® A Defence Industry Policy
Implementation = Committee,
chaired by the minister or ad-
viser for the defence ministry,
to draft and execute the pend-
ing National Policy on Defence
Industry Development.
® A Bangladesh National Defence
Industry Development Coor-
dination Council, to supervise
overall progress.

Chief Adviser Muhammad Yunus
currently heads the defence minis-
try, a role traditionally held by the
prime minister under elected gov-
ernments.
~ Speakers at the meeting empha-
sised the need to transform Bang-
ladesh from a net importer to a
potential exporter of arms and am-
munition,

A Navy officer noted that local
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& McDomnell Dougles and Lock-
heed Martn, stressing that the pn-
vate sector must play a central role
in developing the industry.

“Tk15,000 crore may not be avail-
able from a single year's budget,
but it can be allocated over several
fiscal years,” he said, adding that
the Finance Ministry would support
land acquisition, possibly using land
from unused state factories. He also
advised taking up a short-term pro-
ject to establish the zone quickly.

Defence and security analysts
have welcomed the initiative but
urged careful planning,

Major General (retd) ANM Mu-
niruzzaman, president of the Bang-
ladesh Institute of Peace and Securi-
ty Studies (BIPSS), said self-reliance
indefencewnsasu'aseglcnec&sslty.

“Every nation seeks to reduce de-

tablishing a defence economic zone
is essential for that goal,” he said.
“But such an initiative demands
significant investment and technical

may be too small to sustain a de-
fence industry.

“To make it viable, we must tap
export markets. The global defence
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stan has earned about $450 million
annually from defence production
over the past four years, while India
made $2.76 billion. In 2023, the US
eamed $11.3 billion, Germany $3.3
billion, - China $2.4 billion, South
Korea $621 million, Tiirkive $600

‘million, and the Netherlands $258

million from their defence manufac-
turing sectors.

A senior army officer told TBS
that Bangladesh has made limited

from the Industries Ministry cau-
tioned that foreign investors often
seek guarantees, which Bangla-
desh’s current laws and policies do
not clearly provide. He urged the
government to define investment
procedures and protections in the
forthcoming policy.

Another official said the Defence
Procurement Act and related laws
currently restrict private participa-
tion in the sector, and recommended
new legislation to open the field to
investors.

Participants also  suggested
adopting policy models from Tiirki-
ye or Pakistan and forming a perma-
nent coordination body to oversee
defence industry development. -

Two committees formed
to guide the process
The meeting decided to form two
high-level committees:
® A Defence Industry Policy

to draft and execute the pend-
ing National Policy on Defence
Industry Development.

® A Bangladesh National Defence
Industry Development Coor-
dination Council, to supervise

_ Spenkusatthemeeungempha-'
sisedtheneedtotransformnang-
ladesh from a net importer to a
potential exporter of arms and am-
munition,

A Navy officer noted that local
shipvardsarealreadyworkingon
building frigates and ocean-going
vessels but warned that without
clearexponpmvhlom,mstahﬂng
investment would be difficult.

He called for strategic alliances
ﬁiend]ynaﬂons,alongsidet:harpol-
lcyguidanceandpartnemhlpfmme-/ .
worh.toensurethedefenceindus-.
t;y’s#mdysmwth. ‘
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Govt moves to transform
SME sector into key
economic driver

The government has
undertaken a series of
initiatives to transformthe
country's Small and Medium

. Enterprise (SME) sectorintoa
major driving force of the
economy.

Over the past few months, the
Investment Coordination
Committee has held four
consecutive meetings to
accelerate policy reforms and
remove bottlenecks affecting
SME growth, reports BSS.

The meetings were attended
by Lutfey Siddiqi, Chief
Adviser's Special Envoy for
International Affairs and Chair
of the Committee, DrAhsan H.
Mansur, Governor of
Bangladesh Bank, Md Abdur
Rahman Khan, Chairman of
the National Board of Revenue
(NBR), and representatives
from both public and private
sectors.

Participants stressed the need
for direct participation of -
entrepreneurs in policymaking
to ensure effective integration
of SMEs into the mainstream
economy.

Among the measures already
implemented are the removal
of the rule requiring 10
percent of foreign order
proceeds to be compulsorily
deposited in banksand a
proposal from the SME
Foundation to allocate each
business entity an annual
foreign currency quota of USD
3,000, which has been sent to
Bangladesh Bank for
approval.

Atthe meeting heldon 9
October 2025 at Bangladesh
Bank, several key decisions

were adopted. These include
the development of new SME-
friendly financial products
through a joint workshop by
the SME Foundation and
Bangladesh Bank's SME &
Special Programs Department
(SMESPD), and a performance
review of the existing SME
Master Circular to assess its
effectiveness. The meeting
also decided to conducta
feasibility study on offering
loans up to Tk 500,000
without trade licenses and to
explore the possibility of
adjusting interest rates at the
client level to make the
refinancing scheme more
attractive.

Earlier, on 28 August 2025, .
the Committee met at the
Chief Adviser's Officeto
identify major SME challenges
such as delays in payments,
customs complexities,
licensing barriers, and limited
access to finance. A follow-up
meeting on 21 September
2025 at the SME Foundation

* heard directly from

entrepreneurs and prepared a
set of recommendations for
relevant ministries, Another
online meeting on 8 October
2025 connected SME

"entrepreneurs from across the

country to gather further
feedback.

Ongoing implementation
measures include
strengthened NBR monitoring
to simplify sample clearance,
and initiatives by Bangladesh
Bank to allow entrepreneurs
to receive payments through
digital wallets similar to ICT
sector privileges.
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“Govt launches
major reforms
to boost SMEs

STAR BUSINESS REPORT

*- The interim govmunent has taken a number of measures
to transform the small and medium enterprise (SME)

sector into the main driving force of the Banglad
economy, the Chief Adviser’s

statement yesterday.

esh
Office (CAO) said in a

: As part of the measures, the government has scrapped
the rule that required entrepreneurs to keep 10 percent of
export proceeds in banks on a compulsory basis.

It has also sent a proposal to Bangladesh Bank (BB),
requesting the maintenance of a foreign currency quota
of a minimum of $3,000 annually for entrepreneurs to
enable them to conduct international business,

The decisions were taken at meetings of the Investment

Coordination Committee, chaired by

Lutfey Siddiqi,

special envoy on international affairs to the CA.

Bangladesh Bank Governor Ahsan H Mansur

.

and

National Board of Revenue Chairman Md Abdur Rahman
Khan attended the meetings, along with representatives

from the government and private sectors.
The CA’s office said decisions were
products, conduct a feasibility

SME-friendly

to deSIgn
study on

providing loans of up to Tk 5 lakh without a trade licence,
and review the interest rate on loans for small businesses,

The statement said a number of

as strengthening the NBR’

decisions — such

S monitoring to expedite

and simplify the sample clearance process — are under

_ implementation.

Besides, steps are being
taken to ensure that
online sales proceeds
are  quickly  deposited
Into entrepreneurs’ bank
accounts,

advance payments
against imports to facilitate
International
and streamline
procedures. _
An importer can now

import

make advance payments

of up to $20,000 without,

O T

trade

September. T
Similarly, the ceiling for
advance payments from
Exporters’ Retention Quota
(ERQ) accounts has been
Increased from $25,000 to
$50,000. ;
The NBR has decided
to- resolve the complexity
related to the Harmonised
System (HS) Codes —
Fhe codes for goods in
lernational trade — to
Ssupport SMEs.
Lutfey’ Siddigi said one
of the main objectives of
the reforms is to increaso

their voices are not heard
as loudly as some large
businesses,” he said.

_“We must help SME
eéntrepreneurs  increase
their  dynamism and
simplify their business at

.€very stage, from finance

to payments and logistics.
The  government must |
be a facilitator, not an
obstacle.” '

- Touted as the backbone
of the industria] sector,
Bangla_desh has around 78
cottgge, micro, small,

Aand e




As pant of the measures. the gnermmens Nas sTappeC
the rule that required entrepreneurs to keep 10 percent of
export proceeds in bankson a ' basis.

It has also sent a proposal to Bangladesh Bank (BB),
requesting the maintenance of a foreign currency quota
of a minimum of $3,000 annually for entrepreneurs to
enable them to conduct international business.

The decisions were taken at meetings of the Investment
Coordination Committee, chaired by Lutfey Siddiqi,
special envoy on international affairs to the CA.
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_ Bangladesh Bank Governor Ahsan -H Mansur and
National Board of Revenue Chairman Md Abdur Rahman
Khan attended the meetings, along with representatives
from the government and private sectors. ¢

The CA’s office said decisions were taken to design
SME-friendly products, conduct a feasibility study on
providing loans of up to Tk 5 lakh without a trade licence,
and review the interest rate on loans for small businesses.

The statement said a number of decisions — such
as strengthening the NBR’s monitoring to expedite

and simplify the sample clearance process — are under

implementation. ) /

Besides, st | e = o
, Steps are being Similarly, the ceiling
‘taken to ensure that e A

advance
online sales proceeds RE

are  quickly deposited
Into entrepreneurs’ bank
accounts,

Bangladesh Bank (BB)
has revised the ceilings
for advance pPayments
against imports to facilitate
International
and |
procedures. :
. An importer can-now
make advance ents
of up to $20,000 without
requiring repayment
guarantees, up from the

ine import

previous limit of $10,000,

BB said in a notice in

trade

Exporters’ Retention Quota
( accounts has been
Increased from $25,000 to
$50,000.

The NBR has decided
to. resolve the complexity
related to the Harmonised
System (HS) Codes —

‘the codes for goods in

international trade — to
support $MEs.x .
Lutfey Siddigi said one

'of the main objectives of

the reforms is to increase
lism in the economy.
‘Co{lecﬁvdy, the SME
Sector is a huge contributor
to our economy, although

their voices are not heard
as loudly as some large
businesses,” he said,

“We must help SME
entrepreneurs increase
their  dynamism and
simplify their business at

_every stage, from finance

to payments and logistics,
The  government must |
be' a facilitator, not an
obstacle.”

~ Touted as the backbone
of the industrial sector,
Bangladesh has around 78
lakh cottage, micro, small,
and medium enterprises,
which together contribute
about one-fourth of the

country’s gross domestic |

Pproduct. y L




