
Round Table Discussion on Corporate Governance Guidelines of 
SEC and Its Implementation Practices in Bangladesh held 
 
The Dhaka Stock Exchange and the Centre for Corporate Governance and Finance 
Studies, University of Dhaka with the Financial Express and Channel I as co-
organisers arranged a roundtable discussion on the SEC Guidelines and its 
implementation practices in Bangladesh on September 23,2006 at the CIRDAP 
auditorium in Dhaka. The participants in the roundtable discussion represented a 
broad and diverse group including, but not necessary limited to, regulators, business 
personalities from different sectors, academics, media and so on. The discussion was 
chaired by Mr. Md. Abdullah Bokhari, President, Dhaka Stock Exchange and 
moderated by Mr. Moazzem Hossain, Editor, The Financial Express. The theme paper 
was presented by Dr. Mahmood Osman Imam, Executive Director, Center for 
Corporate Governance and Finance Studies, University of Dhaka. Chairman of 
Securities and Exchange Commission Mr. Faruq Ahmad Siddiqi was the Chief Guest 
while Country Director of Asian Development Bank Ms. Hua Du was Special Guest. 
Mr. Mujibul Kabir, Assistant Professor, Department of Finance, Dhaka University 
acted as the rapporteur.  

 
The Dhaka Stock Exchange President Mr. Md. Abdullah Bokhari (Middle) chairing a roundtable discussion on the 
SEC Guidelines and its implementation practices in Bangladesh on September 23,2006 at the CIRDAP auditorium 
in Dhaka.From left are Dr. Mahmood Osman Imam, Executive Director, Center for Corporate Governance and 
Finance Studies, University of Dhaka, Mr Ahmad Rashid Lali, Senior Vice President, DSE, Mr. Faruq Ahmad 
Siddiqi,Chairman of Securities and Exchange Commission, Ms Hua Du, Country Director of Asian Development 
Bank, Dr MA Baqui Khalily, Professor, Department of Finance of DU and Mr. Moazzem Hossain, Editor, The 
Financial Express. 

 
Introduction 
Securities and Exchange Commission of Bangladesh issued a notification on 
Corporate Governance Guidelines (CG Guidelines) for the publicly listed companies 
of Bangladesh under the power vested on the Commission by Section 2CC of the 
Securities and Exchange Ordinance, 1969. The CG Guidelines were issued on a 
‘comply or explain’ basis, providing some ‘breathing space’ for the companies to 
implement on the basis of their capabilities. In order to assess the response of the 
companies, the Dhaka Stock Exchange and the Centre for Corporate Governance and 
Finance Studies, University of Dhaka, arranged a round table discussion on the 



Guidelines, its implementations hurdles and possible implications for the listed 
companies.  
Following is a summary of the important observations and insights provided by the 
participants. 
 
Mr. Md. Abdullah Bokhari, President, DSE 
Corporate Governance works as prerequisite for fostering transparency, accountability 
and long-term value creation. Given the globalisation of trade and commerce, 
improvement in efficiency and quality of management are essential for survival in this 
era of competition. Not only are Total Quality Management and efficiency important 
for home business, but also are necessary conditions for having viable overseas 
partnership. Corporate Governance Guidelines can go a long way for improved 
quality and enhanced efficiency in Bangladesh perspective. There remains some yet 
to be unresolved issues, however.  
l  Are Bangladeshi companies ready for such guidelines? 
l  Do we need similar guidelines for non listed companies as well? 
l  Will such guideline work as a demotivator for new listing? 
 
Ms. Hua Du, Country Representative, Asian Development Bank 
CG guidelines are important for investors’ confidence in the capital market. Although 
it is new in Bangladesh, such guidelines are there in some form or other in developed 
economies for decades. One reason for such late introduction of the concept may be 
attributable to the relatively poor development of the capital market in the country. 
Even compared to the neighbour such as India and Pakistan, Bangladesh capital 
market is underdeveloped as measured by market capitalization as a percentage of 
GDP. For that reason, the capital market is underutilized. Many an infrastructure 
projects could have been financed using the capital market as an alternative source. 
The practice of Corporate Governance can act as a catalyst for the development of 
capital market. Also, we need accountability and transparency, both closely related to 
corporate governance. To that end, a credible and truly independent audit along with 
internal control mechanism plays a significant role. These things, nonetheless, cannot 
be developed overnight. We will have to deal with a number of issues and constraints 
to achieve that.  
One of the constraining factors for effective implementation of the CG guidelines is 
the state of human resource development in Bangladesh. The country still lacks 
qualified or skilled professionals in many areas.  
Another factor is the market infrastructure including power, poor telecom system, 
lack of sufficient connectivity with CDS, and information and communication 
technology in general. 
An important issue is the non-listed companies for creating a level-playing field. The 
OECD guidelines for SOE can help in this regard. Corporatization of DESA, and 
BPDB is a step in the right direction, where such guidelines could contribute. Also, 
Bangladesh can learn from the experience of other countries. 



While a guideline is important, probably more important is implementation. There are 
hurdles like the weakness in judicial enforcement that we need to take care for a 
successful implementation. 
 
Mr. Faruq Ahmad Siddiqi, Chairman, Securities and Exchange Commission 
Globalisation is fundamentally changing the way business is conducted. For, 
globalisation brought in tremendous potentials and opportunities on the one hand, and 
stiff competition, and resultant probability of failure, on the other. In order to take 
advantage, a company has to be good in many respects. 
A company has many stakeholders. While CG guidelines aim in general at protecting 
the interest of these stakeholder, main focus is on the minority shareholders. Thus, 
principles of CG has importance for both foreign direct investment and portfolio 
investment.. 
Bangladesh corporate sectors is still in its initial stage. Most of the companies depend 
on the banks as their major source of financing. Capital market is relatively 
underdeveloped with the market cap of only 6% of GDP.  In recent times, the 
economy has been performing well in terms of GDP growth, investment and so on. A 
well developed capital market can contribute for further growth of investment and 
therefore the economy. For the capital market to improve, there are many areas that 
require attention. We need better accounting practice, improved and independent 
auditing, fair and elaborate disclosure, and effective control to mention a few. 
Independent directors can look after the interest of the stakeholders not represented on 
the board. On the trading side, we need a transparent and rule based trading which is 
less exposed to manipulation. 
Securities and Exchange Commission has been working with all these agenda in 
mind. As a result, the capital market witnessed considerable improvement in many 
fronts. In both the stock exchanges, the trading system was automated resulting in a 
more transparent trading. Companies now a days are holding their AGMs on a regular 
and timely manner. Also there has been marked improvement in the disclosure 
practice. SEC is working on the institutional capacity building project with the help of 
ADB for further improvement of the capital market.  
Capital market will work better if there is an enabling legal framework. The legal 
system currently in force in Bangladesh needs improvement. The CG guidelines were 
issued in this backdrop. The current guidelines is only a step forward, rather than a 
comprehensive, all inclusive document. There is of course room for further 
improvement. The objective of the guidelines is to ensure credibility, transparency 
and accountability of the Board of Directors. The response of the listed companies so 
far is encouraging. 
 
Mr. Moazzem Hossain, Editor, The Financial Express, Moderator of the 
Roundtable Discussion 
Corporate Governance is very important for capital market. The hallmark of corporate 
governance is accountability and transparency. 
 
Mr. Ahmad Rashid Lali , Senior Vice President, Dhaka Stock Exchange Ltd. 



Regulations face resistance not only in Bangladesh, but also in India and other 
countries. The CG guidelines is not a guideline per se, but an order or regulation. For 
a guideline is optional, while the current CG guidelines was framed under SEC Rule 
2CC which makes it mandatory. Moreover, some of the provisions of the guidelines 
are contradictory with the Companies Act, 1994.Members of the stock exchanges are 
debarred from becoming independent directors, which is unfair. Also, the Independent 
Directors would be responsible for company debts, despite the fact that they don’t 
hold any stake. The role of the Managing Directors has not been properly 
defined.Accounting policies, accounting estimates etc. should be clearly defined 
rather than be based on the judgment of the company’s management.The tenure of the 
Audit Committee should be clearly spelled out.The Audit Committee should report to 
the Chief Executive Officer rather than the Board of Directors. 
 
Professor Dr. M.A. Baqui Khalily, Chairman, Centre for Corporate Governance 
and Finance Studies, Dhaka University 
The debate is still there on the issue of independent director at the international level. 
In the recently concluded Asian Roundtable on Corporate Governance held in 
Bangkok, it was well debated. The debate centered on Independent Director versus 
independent mind. Most participants agreed on the need for independent minded 
directors.  Empirical evidence suggests that when independent directors are appointed 
on the basis of integrity and expertise they can add value to the growth and 
development of the company. 
Audit Committee is another structure that helps in ensuring transparency in the 
financial affairs of the company. Our listed companies can easily comply with this 
requirement. However, to be effective the committee should comprise of people with 
expertise in the area of financial management. 
 
Advocate Mohsin Rashid 
The guidelines is a guidelines, not a mandatory provision since it does not have any 
provision for penalty. Such guidelines are nothing new. There are instances that 
independent directors were appointed during Pakistan period. The guidelines is very 
limited in scope since it covers only the stockholders, leaving other stakeholders 
aside. A guideline is not a matter to be viewed in isolation. In general, CG is linked 
with business ethics. For example, if there is cross-directorship, the legal part is well 
taken care of, although it does not satisfy the ethical standard.  
Even with these guidelines, we see evidence of window dressing. Therefore we need 
proper disclosure. There are other problems in the regulatory front as well. For 
example, although DSE is a self-regulatory body, it does not have a law officer. In 
Bangladesh, there is a huge disconnect among the judicial officers in the courts with 
technicalities of finance, trade and commerce.As a starting, the guidelines is a good 
step. But the important thing is it has to be implemented. Also we should let it evolve 
over time.As for the independent director, there could be one proposal. An 
independent director could be the Chairman of the Board. 
 
Mr. Mahbubur Rahman, President, International Chamber of Commerce-
Bangladesh 



The guidelines is on a comply or explain basis-it’s not mandatory. There is a hope 
that this guidelines could be helpful in the corporate world. 
There are few issues with regard to the independent director. The definition of 
independent director is subject to interpretation. Independence is always dependent on 
relationship. Corporate world is managing the ‘independent director’ well. For 
example, the central bank had stringent provision for the rotation of bank directors. 
The owners are running the show with their nominees even better.  Also there could 
be the issue of ‘scratching each other’s back’. Thus, independent directors cannot 
serve its purpose.  The focus, therefore, should be on independent minded directors 
rather than independent directors. Independent directors should not be the Chairman 
of the Board. 
From regulatory perspective, self-regulation is the answer. Awareness should 
contribute to that process. If the regulators try to impose, the corporate world can find 
a way to circumvent. There is no denying however the SEC is doing much better than 
it did in the past. 
 
Dr. Jamaluddin Ahmad, Vice-President, ICAB 
Regulations can help bring transparency and greater disclosure. Banking sector, for 
instance, has a score of 80 in a disclosure index, while the listed companies average 
67. This high score, even compared to the regional average, has been due to stringent 
regulations by the Bangladesh Bank.  
In Bangladesh, the Government dominates the financial sector with deposit and 
lending share of around 60% of all financial institutions. However, accountability and 
transparency are lacking because of the lack of oversight by the Public Accounts 
Committee. If the parent body is not working, it is difficult to expect others to work. 
We lack properly trained human resources. Economics and politics are related. 
Sometimes political considerations influence the economic judgments. Likewise, 
judiciary and administration are not separated. Thus, the administration can influence 
the judiciary. The Corporate Governance practices we are discussing were developed 
in OECD countries. These might not be applicable in our country because of the 
difference in culture and value system. Moreover, we do not have a properly 
structured capital market. A survey found that the British Legal System is No. 1 in 
protecting the shareholders and creditors right. Although we follow the British 
system, why can’t we? To do that, we need to strengthen regulatory bodies. There is 
an allegation that auditors are not independent. Given that audit fee is low and that the 
companies can change their auditor whenever they like., it is difficult for them to 
remain independent. The SEC can do something about raising the audit fee. 
 
Mr. AKM Rafiqul Islam, Managing Director, Pragati Life Insurance Company 
Limited 
Insurance companies are regulated by a number of laws including the Insurance Act, 
1938 and Companies Act, 1994. While the Insurance Act has provision for 45 
directors, the Companies Act has only for 20. Also the Insurance Act provides for 
directors from the sponsor category, the public shareholder category, and policy 
holders category. Some of them are like independent directors.For good governance, 
you need good directors. The company grows because of good directors. Here 
independent directors make no difference. The provision of internal audit is nothing 



new. All the big companies always had internal audit. We are not clear about the role 
of CFO. Will he sit on the Board? 
 
Mr. Anis Ud Dowla, Chairman, ACI 
The CG guidelines is a good one in the sense that it is a soft guideline. This is on a 
‘comply or explain’ basis, which should not be difficult to follow.  
The provision for independent directors violated the Companies Act. There should not 
be any confusion as to the meaning of family relationship. This should be clearly 
specified. Independent directors should not be made the Board Chairman, since the 
Chairman has to assume a lot of responsibility.Chief Financial Officer should be 
sitting on the Board since he is responsible for many financial matters.The Guidelines 
does not require penalty for non-compliance, which is alright at the initial stage. Audit 
Committe’s report should not be made public since there are issues related to 
competitiveness. 
 
Mr. Abdul Hannan Zoarder, Executive Director, SEC 
So far the response of the listed companies is very good. The CEO and Chairman 
should be different persons. However, notification incorporates condition that “the 
positions of the Chairman of the Board and the CEO of the companies should 
preferably be filled by different individuals,” as requested by Chamber bodies. 
The reason the SEC issued the guidelines under Rule 2CC is that earlier attempts for 
voluntary compliance did not work. For soft-landing, however, the guidelines was 
issued on comply or explain basis. 
 
Other discussants 
Dr. Momtajuddin Ahmad, Department of Economics, University of Dhaka 
We need to pursue an equal and balanced approach for all the stakeholders. 
 
Mr Shamsul Alam,Chairman, Confidence Cement 
We are first generation entrepreneurs. Because of lack of experience makes many to 
overinvest. That’s exactly what happened in the cement industry. Given over 
capacity, entrepreneurs do not have a choice but to compromise. 
 
 
 
 

US Ambassador Ms Patricia A Butenis visits DSE 
 
US Ambassador, her Excellency, Ms Patricia A Butenis visited the Dhaka Stock 
Exchange (DSE) on September 19,2006. DSE President Mr. Md. Abdullah Bokhari 
welcomed the guest and expressed his gratitude for the kind visit. “I believe, with the 
visit of you Excellency, better understanding between the two countries will be 



further extended. The US is always a great partner of the development quest of 
Bangladesh. The capital market and its stake holders will also be so benefited in the 
years to come through closer ties and co-operations,” the DSE President said.  

 
US Ambassador, Her Excellency, Ms Patricia A Butenis (middle) addressing a meeting in the DSE on 
September 19,2006. DSE President Mr Md Abdullah Bokhari, Senior Vice President Mr Ahmad Rashid 
Lali, Vice President Mr NUM Oliullah and Chief Executive Officer Mr Salahuddin Ahmed Khan are 
also seen in the picture. 

 
The DSE President said with the completion of some reforms, DSE has achieved the 
status of any international stock exchange of the world. 
DSE Senior Vice President Mr. Ahmad Rashid Lali, Vice President Mr. NUM 
Oliullah, Directors Mr. Shahiq Khan, Mr. Kazi Feroz Rashid, Mr. Khawja Ghulum 
Rasul, Mr. A S Shahudul Huque Bulbul, Mr. Sharif Ataur Rahman, Mr. Md. Shakil 
Rizvi, Mr. Md. Shahjahan and Mr Shahed Abdul Khaleque, Chief Executive Officer 
Mr. Salahuddin Ahmed Khan, Head of ICT Mr. A. S. M. Khairuzzaman and Secretary 
Mr. Shaikh Mohammadullah were present on the occasion. Chief Executive Officer 
Mr. Salahuddin Ahmed Khan presented an overview of the DSE. The CEO said DSE 
has become one of the modern stock exchanges in the world through  a state-of-the-
art automated trading system. Highlighting the importance of the DSE in the 
country’s economy, the CEO said at present there are 253 listed companies worth US 
dollar 4.16 billion market capitalization. 
The US Ambassador was pleased to note that some progress in the capital market 
development has been made in recent years. She said the capital market in 
Bangladesh is still at an emerging stage. Bangladesh needs an efficient capital market 
to help mobilize domestic resources for the large investment needed in infrastructure 
and other fields. The US Ambassador assured to provide all-out support to the non-
resident Bangladeshis (NRBs) living in the USA, who are interested to invest in the 
Bangladesh securities market.She said being a small developing country, Bangladesh 
is facing difficulties in different areas including the securities market management 
and to address such problems US support would be of immense benefit to DSE. 



 
US Ambassador to Bangladesh Ms. Patricia A. Butenis visited Dhaka Stock Exchange Ltd. on September 19 2006. 
Seen in the picture sitting  from (left to right) Mr. Kazi Feroz Rashid, Director, Mr. A.S. Shahudul Huque Bulbul, 
Director, Mr. Ahmad Rashid Lali, Senior Vice President, H.E. Ms. Patricia A. Butenis, Mr. Md. Abdullah Bokhari 
, President and  Mr. N.U.M. Oliullah, Vice President, and standing from (left to right)   Mr. Sharif Ataur Rahman, 
Director, Mr. Md. Shahjahan, Director, Mr. Md. Shakil Rizvi, Director,  Mr. Salahuddin Ahmed Khan, Chief 
Executive Officer, Mr. Shahed Abdul Khaleque, Director, Mr. Khwaja Ghulam Rasul, Director, Mr. David Renz, 
Chief Economic and Commercial Officer of US Embassy, Mr. Md. Shahiq Khan, Director, Mr. A.S. M. 
Khairuzzaman, Head  of ICT and Mr. Shaikh Mohammadullah, Secretary. 

 
The DSE Senior Vice President Mr Ahmad Rashid Lali said : To grow the trading 
volume to over Tk.1 billion and the capitalization to Tk 10 billion Plus and to 
transform this into reality we have expanded our trading engine at the cost of 
approximately US$ 1 million to expand our network across the country. We have 
done a couple of Road Shows and seminars in the country and now to attract NRB’s 
and foreign investors we are planning Road Shows in the Middle-East, Europe and 
USA. This has become the need of the hour. He also sought US Ambassador’s 
assistance to arrange Road Show Programme in the US cities. He said the DSE has 
already undertaken the construction work of its own building in Nikunja near Airport 
with a budget of approx. Tk 1 billion.  
 


