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MACROECONOMIC DEVELOPMENTS 
 
Highlights 
 
 Gross domestic product (GDP) growth is estimated to 

be below 6% in FY2008. 
 
 Severe flooding and a cyclone caused substantial 

damage to the agriculture sector.  
 
 Although revenue performance improved, challenges in 

fiscal management remain.   
 
 Exports increased in September 2007 after a setback 

during July–August 2007.  
 
 Despite pressures on the current account, foreign 

exchange reserves remain comfortable.  
 
 Although easing, inflation remains high.  

 
Sector Performance and Economic Growth 
 
1. Severe flooding and a cyclone adversely affected 
the economy, particularly the agriculture sector. Industrial 
expansion will depend on the rebound of export-oriented 
manufacturing. The outlook for growth points to the need 
to boost business confidence.  
 

Agriculture 
 

2. Agriculture growth in FY2008 is likely to moderate 
to 2.2% from 3.2% in FY2007 because of serious flooding 
during July–September of 2007 and a devastating cyclone 
in mid-November. The floods caused extensive damage to 
the agriculture sector by affecting crops, livestock, poultry, 
and aquaculture. Farmers in many areas planted summer 
crops and vegetables after the first flooding. But in most 
areas, transplanted aman and replanted vegetables were 
again affected by the second flooding. Jute and sugarcane 
production suffered considerable damage.  
 
3. Aus and aman crops were cultivated on 6.6 million 
hectares (aus 1.2 million and aman 5.4 million hectares). 
Considering the loss estimates of the first and second 
flooding, crops on 0.5 million hectares (aus 0.1 million and 
aman 0.4 million hectares) were damaged. Production loss 
because of flooding is estimated at 1.3 million tons (aus 
0.2 million and aman 1.1 million tons). In mid-November, a 
severe cyclone damaged 38% of aman planted areas in   
the coastal districts.  

 



 

4. Increasing prices of food grains and essentials 
prompted the Government to intervene in the market and 
liberalize imports, among other measures. But the markets 
failed to deliver food grains at affordable prices because of 
domestic supply shortage, amplified by flooding and a 
steady rise in international market prices.  
 
5. The effect of this year’s flooding and cyclones on 
agriculture could be substantial unless the losses are offset 
by a bumper boro crop. To recoup flood-induced losses 
and encouraged by higher prices, farmers are focusing on 
planting boro rice. Attention is also on hybrid maize and 
nonrice crops such as mustard and rapeseed, vegetables, 
chilies, and potatoes. The Government has taken several 
measures to boost the winter crops, including ensuring 
adequate supply of agriculture inputs such as credit, 
diesel, fertilizer, and seeds to farmers. Bangladesh Bank 
has allowed flood-affected farmers to obtain new credit by 
rescheduling their previous classified loans for 1 year. The 
Government is conducting the postflood agriculture 
rehabilitation program through its various departments 
including the Department of Agriculture Extension. With the 
nearing of boro crop season, seed shortage is reported in 
some areas because of problems with the seed distribution 
system. The problem in fertilizer distribution aggravated 
the fertilizer crisis in some parts of the country.  
 
6. Close monitoring of the seed distribution process is 
needed to ensure adequate supply to farmers. The 
fertilizer distribution system should be streamlined with 
better local coordination. To ensure timely supply of diesel 
for irrigation to the northern districts, the river channel 
needs to be kept smooth for oil-carrying barges and 
lighters.  

 Industry and Services  

7. During FY2007, the industry sector recorded robust 
growth of 9.5% caused by the steady expansion of export-
oriented manufacturing and a rise in domestic demand. But 
the first quarter data of FY2008 indicates a slowdown in 
export-oriented manufacturing because of a drop in 
external demand. Based on the quantum index, output of 
medium and large manufacturing declined by 3.2% in July 
2007 caused by a fall in output of the garment industry 
(Figure 1). An erosion in business confidence also affected 
manufacturing. Construction has decreased because of 
the anticorruption drives and increased prices of 
construction materials. Property developers and buyers 
have become more circumspect as the practice of income 
disclosure is more strictly followed. Similarly, a slump is 

Figure 1. Quantum Index of Medium & Large Scale 
Manufacturing Production (Base Year: 1988-89)
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evident in the service sector, which grew by a strong 6.7% 
in the preceding year. Bangladesh Bank has undertaken a 
housing refinancing scheme to boost the housing industry.  
A turnaround in economic activity is expected in the 
second half of FY2008.  

Figure 2. Growth in Exports
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8. Garments, the country’s key export industry, which 
experienced robust performance over past years, showed 
downtrends during recent months (figures 2 and 3). 
However, the fall in export earnings moderated by 
September 2007. A weak economy in the United States 
(US), aggravated by the subprime mortgage market crisis; 
sustained higher oil prices; and increased prices of raw 
materials including cotton, yarn, and dyeing chemicals 
contributed to the slowdown in sales. Political uncertainty 
and labor turmoil in 2006 resulting in damaged factories 
and temporary shutdown of the Dhaka Export Processing 
Zone contributed to the slowdown as some buyers moved 
to other countries.  
 
9. The continued stalemate in the market may mean 
that factory owners have difficulty paying off fixed 
overhead costs and wages. The People's Republic of 
China (PRC) provides another near-term threat as the 
safeguard quota restriction imposed on it is to expire next 
year. Although the country’s garment industry coped well 
with the 2005 multifiber arrangement phaseout, it now 
faces this new challenge. If it fails to maintain the 
momentum, the economy may encounter a setback. But 
the industry is optimistic that orders will surge as global 
demand for low-cost apparel returns to normal.  
 
10. Intensifying trade facilitation efforts can strengthen 
competitiveness by lowering production and trade costs 
across South Asia. At present, less than 4% of South 
Asian Association for Regional Cooperation (SAARC) 
textile and apparel exports takes place within the region; 
and significant potential exists to deepen intraregional 
linkages. India and Pakistan are net exporters of textiles; 
while Bangladesh and Sri Lanka are major apparel 
exporters. Through cross-border investment in mutually 
complementary industries, the region can improve the 
quantity, quality, and cost of production. Bangladesh 
currently sources only 17% of its textile needs from South 
Asia; importing mainly from the PRC; Hong Kong, China; 
and Republic of Korea. If the country can use the textile 
capacities of India and Pakistan, it will significantly benefit 
from reduced cost and lead time. Clustered investments 
based on the dynamic comparative advantage of each 
country: lingerie, swimwear, formals, and printed fabric in 
Sri Lanka; basic menswear (shirts, bottoms, and T-shirts), 

Figure 3. Share of Exports (Jul-Sep, 2007)
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pullovers, and anoraks in Bangladesh; bed linen, home 
furnishings, and fabric in Pakistan; and cotton-based 
fabric, women’s blouses, skirts, embellished and 
embroidered yarn and knit T-shirts in India can boost 
complementary trade in the region. 
  
11. Bangladeshi suppliers need to increase factory 
productivity to uphold long-term competitiveness. Experts 
estimate that an average factory in Bangladesh runs at 
50%–60% of its potential productive capacity. This can be 
improved with process reengineering, investment in 
modern technology and machinery, and labor skills 
development. Bangladesh currently equals or outperforms 
India in flexibility with orders, quality, and price. But India 
surpasses Bangladesh in innovation and design services, 
compliance with labor standards, consistency and 
reliability, and delivery time. To improve in these areas, 
Bangladesh needs an adequate supply of skilled 
managers and workers, and investments in textiles, the 
critical backward linkage industry for woven garments. 
Regional cooperation among South Asian countries can 
play a pivotal role in training managers, quality control and 
technical personnel, and designers.  

 
12. Bangladesh needs to efficiently avail of the 
Generalized System of Preference (GSP) facility in the 
European Union to boost exports in the near term. 
Currently, only the knit manufacturers take advantage of it 
as they generate 90% of domestic value-addition, backed 
by local availability of yarn and other raw materials. But 
woven garments, which add only about 25%–30% 
domestic value, largely fail to capture the privilege. Huge 
investment in textiles is urgently needed to meet local 
textile demand and strengthen the woven industry. 35.5% 
of the GSP facility for the apparel industry remains unused. 
Woven garment industry uses only 27.5% and knitwear 
uses 85.3%. But these figures could be improved by taking 
advantage of regional cumulation by sourcing textiles from 
the SAARC region. Similar GSP facilities for garments in 
the US can also increase exports rapidly. A bill was 
recently introduced in the US Congress seeking to 
eliminate tariffs on apparel exports from least developed 
countries. Bangladeshi garment producers will hugely 
benefit if this materializes. 
 
13. To broaden the existing client base, Bangladesh 
needs to explore new export destinations based on market 
size, per capita income and clothing consumption, and 
competitive advantage in those countries. Strengthening 
forward market integration is important to face challenges 
from emerging competitors such as Cambodia and Viet 
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Nam. The industry should strive to have a portfolio of 
buyers across regions to reduce dependency on the 
European Union and US markets. South Asian countries 
need to create an integrated regional market by removing 
high tariff and nontariff barriers, sensitive lists, and 
institutional inertia; and by encouraging joint ventures 
under the South Asia Free Trade Agreement (SAFTA).  
 
14. The PRC has granted duty-free access to 84 
Bangladeshi products under the Asia Pacific Trade 
Agreement. These mainly include garments and textiles. 
This is a good opportunity for Bangladesh to explore the 
huge market in the PRC, which mainly imports jerseys, 
pullovers, T-shirts, men’s shirts, and similar products. The 
PRC currently imports jerseys and pullovers at an average 
price of $21,965/ton, while Bangladesh exports these 
products at $11,566/ton, about half the price. A similar 
situation exists for T-shirts and men’s shirts. The two 
countries can mutually benefit from trading as Bangladesh 
produces the lowest priced knit products, while the PRC 
has high demand.    
 
15. Despite the uncertain business climate, buyers 
appreciate the recent reform initiatives and major upturns 
in ports, power, customs, and safety and labor standards in 
Bangladesh. But they underline the importance of 
upgrading infrastructure as high energy and transport costs 
are among the major obstacles to trade. The Crisis 
Management Cell of Bangladesh Garment Manufacturers 
and Exporters Association addresses labor and 
compliance issues, and reports that most factories have 
implemented the minimum wage, and health and safety 
mandates, including those for emergency exits and fire 
extinguishers. The engagement of child labor has been 
largely eliminated. Payment for overtime, weekly holidays, 
maternity, and annual leave have been regularized in most 
factories. Some major buyers that conducted random 
factory inspections expressed satisfaction with the recent 
developments on compliance.  
 

Economic Growth 
 

Figure 4. Sources of GDP Growth

5.3

6.3 6.0
6.6 6.5

0

1

2

3

4

5

6

7

FY '03 FY '04 FY '05 FY '06 FY '07

% Agriculture Industry Services GDP growth

Estimate

16. GDP growth is expected to be below 6% in 
FY2008, compared with 6.5% during the previous year, 
because of extensive flooding and cyclone, and a 
slowdown in external demand for garments. The growth 
outlook points to the need to boost business confidence, 
which has been severely affected by the Government’s 
ongoing anticorruption measures. The economic prospects 
will depend on postflood and postcyclone rehabilitation, 
recovery of the garment sector, and political stability in the 
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lead-up to the general elections scheduled for the end of 
2008. The severe cyclones of mid-November 2007 added 
to the uncertainty for economic prospects.  
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Figure 5. No. of Projects Registered with BOI
(January-September)

 
17. The 2007 floods occurred in two short spells during 
July–September. The floods covered 46 districts (40 in July 
to mid-August and an additional 6 from the end of August to 
mid-September). Lack of access to potable water and 
sanitation facilities, including contamination of thousands of 
tube wells and damage to latrines, resulted in widespread 
outbreaks of diarrhea and other waterborne disease. The 
floods caused heavy damage to household dwellings and 
major infrastructure; rural and municipal infrastructure, roads 
and bridges, and the water resources sector. This includes 
damage to (i) 8,891 km of paved rural infrastructure, (ii) 
municipal infrastructure in 77 municipalities covering urban 
roads, bridges, culverts, water supply, drainage, and 
sanitation systems; (iii) 1,420 km of national, regional and 
district roads, including 114 bridges and culverts; and (iv) 
water resource structures such as large- and medium-scale 
flood control and irrigation schemes. The flooding also 
damaged education and health services. The combined 
losses to assets and output from 2007 flooding is estimated 
at $1 billion, or 1.4% of GDP.  
 
18. Bangladesh was hit by a major cyclone accompanied 
by a tidal wave during 15-16 November 2007. The cyclone 
hit the southern coastal districts with winds over 220 
kilometers/hour severely damaging household dwellings, 
crops, livestock and shrimp farms, and seriously disrupting 
communications and utilities across the country. It 
extensively damaged the environment by uprooting trees 
including in the Sundarbans reserved forest. It also seriously 
affected the infrastructure including power, roads and 
embankment in southern districts. The cyclone damages are 
yet to be assessed. 
  
19. The extensive anticorruption drive and eviction of 
illegal businesses caused some fear and uncertainty 
among the business and investor community. The 
uncertainty also dampened new investment as suggested 
by a sharp decline in number of projects and investments 
registered with the Board of Investment (figures 5 and 6). 
Entrepreneurs are reluctant to risk new ventures in the 
changed environment.  
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20. Restoring business confidence is a challenge to 
sustaining private sector-led economic growth. The 
Government reassured the business community that the 
anticorruption drive will be properly targeted to restore 
confidence, and has taken several measures to improve 
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business confidence in the country. It formed the 
Regulatory Reforms Commission to streamline and 
upgrade the regulatory and legal framework that governs 
business and investments. A better-business forum is 
being set up, comprising senior representatives of the 
public and private sectors, to facilitate systematic feedback 
from the private sector and other stakeholders on major 
issues and problems affecting private sector development. 
Recognizing the importance of results-based monitoring, 
the Government is planning to undertake a quarterly 
survey of business confidence to regularly assess the 
country’s business climate. There is a proposal to establish 
a truth commission to give accused business people an 
opportunity to disclose details of irregularities before they 
are formally charged. This could settle cases speedily if the 
accused admit to the offence, offer to surrender their 
illegally acquired wealth, and pay fines.  
 
Fiscal Management 
  
21. Although revenue performance improved, the 
challenges in fiscal management remain. Losses of state-
owned enterprises (SOEs) and associated quasi-fiscal 
obligations pose a significant fiscal risk. Administrative 
prices of fuel, electricity, and fertilizer cause much of the 
SOE losses. 
 
22. Government revenue collection by the National 
Board of Revenue (NBR) increased by 21.8% in July–
October FY2008 over the corresponding period of FY2007 
(Figure 7). NBR’s vigorous tax collection measures 
contributed to the impressive revenue performance. But 
sustaining this will depend on the rebound of private sector 
activity. 
  
23. Import-based taxes during July–October FY2008 
rose by 18%, aided by higher custom duty, value-added 
tax (VAT), and supplementary duty collection. Reduction 
and/or exemption of customs duty on some essential 
imports—rice, wheat, sugar, pulses, peas, ginger, and 
spices—moderated growth of custom duty collection. 
Unpaid custom duties and taxes on petroleum and 
petroleum products imported by Bangladesh Petroleum 
Corporation (BPC) continued to affect collection 
performance. The realization of sizable custom duties and 
taxes are waiting the court’s verdict. Domestic indirect 
taxes grew by 14.2% during the same period; among 
these, the domestic VAT recorded relatively modest 
performance. Domestic VAT collection warrants increased 
effort to broaden the tax base and monitor collection 
processes.  

36.8 42.1 46.4
54.8

17.4
25.3

0.9 1.5

101.6

123.7

0

25

50

75

100

125

150

Bi
llio

n 
Ta

ka

Domestic
Indirect Taxes

Import    
Taxes

Income Taxes Other       
Taxes

Total

Figure 7. Revenue Collection by NBR (July-October)

2006 2007

 7



 

 
24. Income tax collection posted robust growth of 
45.3% in July–October FY2008. The drives to increase the 
number of taxpayers, and intensive supervision and 
monitoring have increased collection. Ongoing tax reforms, 
including expanding taxpayer registration, modernizing 
NBR along functional lines, and strengthening audit 
functions are also necessary to maintain this performance. 
Lists of tax exemptions, exclusions, and incentives need to 
be reviewed to expand the tax base and avoid tax evasion. 
Tax administration should be more results focused with 
updated and simplified income tax and VAT laws. Revenue 
must increase to mobilize resources for investment and 
avoid debt burdens.  

Figure 8. Average Spot Crude Oil Price in International 
Market
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25. In the FY2008 budget, the fiscal deficit is projected 
at 4.2% of GDP compared with 3.2% in the preceding year. 
The pressures on the fiscal balance amplified because of 
the rise in subsidies following the steady rise in oil and 
fertilizer prices in international markets. Expenditures will 
increase because of the relief effort, expansion of food-
assisted safety nets, and imports of food grains and 
fertilizer.  
 
26. Prices of oil have remained high above $80/barrel 
since September 2007 and reached $96/barrel at the 
beginning of November (Figure 8). Domestic prices of 
diesel and kerosene in October 2007 were only 70% of 
breakeven costs. Based on domestic and international 
prices at the end of October 2007, the subsidy for diesel 
was $0.25/liter and for kerosene $0.26/liter (Figure 9). BPC 
losses are estimated at $794 million or 1.1% of GDP in 
FY2008. The increasing and widespread subsidy for 
energy products generates substantial fiscal and quasi-
fiscal costs for the Government. The quasi-fiscal costs 
arise from government guarantees for loans negotiated by 
BPC from domestic and international banks. The fertilizer 
subsidy is also mounting fiscal pressure. In the 
international market, urea prices rose steadily (Figure 10). 
The Government is selling urea at $77/ton compared with 
its import cost of $450/ton.  

Figure 9. Implicit Subsidy for Diesel and Kerosene*
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27. Subsidizing fuel and fertilizer limits development 
spending opportunities and diverts funds away from 
infrastructure development and poverty reduction. 
Removing subsidies will cut fiscal and quasi-fiscal burdens 
and allow more public funds for fostering economic 
development. Funding subsidies through bank borrowing is 
much more inflationary than passing on international 
market price increases to domestic consumers. But cutting 
subsidies may trigger domestic consumer dissatisfaction 

Figure 10. Average U.S. Farm Price of Urea Fertilizer*
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and will require safety nets for poorer people affected by 
the cut in subsidies.  Figure 11. Growth of Broad Money & Domestic Credit
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Monetary and Financial Developments 
 
28. Broad money growth reached 15.9% in September 
2007, down from 22.3% in December 2006 (Figure 11). 
This was fostered by a decline in the growth of domestic 
credit despite a continued uptrend in the growth of net 
foreign assets of the banking system because of a surge in 
workers’ remittances. The growth of reserve money fell to 
14.1% in September 2007 from 38.2% in December 2006, 
caused by a decline in net domestic assets of central bank.  
  
29. Private sector credit growth declined to 15.9% in 
September 2007 from 19.4% in December 2006 (Figure 
12). This is attributed to uncertainty and poor business 
confidence rather than tightening of monetary policy. The 
drives against corruption and tax evasion caused 
uncertainty and adversely affected business confidence. 
Excess liquidity in banking amounted to Tk131.3 billion at 
the end of August 2007, causing some banks to lose 
interest revenue. The situation is expected to improve with 
restoration of business confidence and increase in external 
trade in coming months. The growth in net credit to the 
Government slowed with the steady rise in revenue 
collection. But the growth in credit to other public sector 
enterprises increased sharply caused by a rise in bank 
borrowing by BPC.  

Figure 12. Growth of Domestic Credit Components
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30. Bangladesh Bank conducts regular auctions of its 
30-day and 91-day bills. During July–September FY2008, 
no auction of 1–2 day repo (repurchase agreement) was 
held suggesting excess liquidity in the banking system. 
Reverse repo rates for 1–2 day maturity have remained at 
6.5% since October 2006 (Figure 13). Bangladesh Bank 
maintained upward pressure on the yield of government 
securities of various maturities to contain inflation and 
maintain currency stability by reducing excess liquidity. 
Outstanding stock of Government treasury bills, including 
national saving directorate certificates, stood at Tk683 
billion at the end of September 2007. Increased monitoring 
of the day-to-day liquidity position by Bangladesh Bank 
eased volatility in the call money market substantially. The 
rate remained stable at 7.1% in October 2007. 

Figure 13. Selected Interest Rates
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31. Gross nonperforming loans (NPLs) of all banks fell 
to 14.0% at the end of June 2007 from 16.6% at the end of 
June 2006 (Figure 14). But NPLs of nationalized 
commercial banks (NCBs) at 26.2% and specialized banks 
at 31.4% remained high. The risk-weighted capital asset 
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ratio (RWCAR) for all banks increased to 6.5% in June 
2007 from 5.3% in December 2006. The risk-weighted 
asset position of NCBs was minus 7.4%, compared with 
the needed 10%. All other banks met the needed RWCAR. 
Profitability measures for banks, namely, return on assets 
(ROA) and return on equity (ROE) ratios improved for all 
bank groups (figures 15 and 16). But the ROA and ROE of 
four NCBs were administratively set to zero in 2006 as per 
Bangladesh Bank requirement of provision shortfall net 
income after provision and taxes.  

Figure 14. Gross Nonperforming Loan Ratios by Type of Bank
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32. Weighted average lending rates continued to 
increase and stood at 12.8% at the end of June 2007. But 
weighted average deposit rates (6.9%) turned negative in 
real terms because of higher inflation. The interest spread 
(5.9%) of the banking system remains high showing 
banking inefficiencies that need to be addressed.  
 
33. Notable progress in the financial sector in 
Bangladesh in recent years is evident in the separation of 
debt management from monetary management. Auction is 
now performed only for the purpose of government 
financing. This separation enables the central bank to 
conduct open market operations purely to manage 
monetary conditions and not for government financing 
needs. The introduction of an auction calendar and a 
primary dealer system are also important steps toward 
development of an active secondary market for 
government securities. This will help establish benchmark 
yields and promote the development of a corporate bond 
market. But further facilitation is needed by allowing 
greater flexibility of interest rates across all maturities in 
the primary auctions and developing the new primary 
dealer system for government securities.  

Figure 15. Return on Assets of Banks
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34. Bangladesh Bank has also initiated a strategic 
move to implement the BASEL II core principles. The Bank 
Company Act (Amendment) of 2007 is another step to 
improve the efficiency of the financial sector. Under this 
amended act, each bank will have to increase its capital 
base to Tk2 billion among other requirements. The 
remaining three NCBs have been transformed into public 
limited companies. Despite improvement, further financial 
sector development is needed to efficiently mobilize 
savings and channel them to productive uses. The 
restructuring and divestiture of four NCBs proceeded at a 
slower than expected pace. The handover of Rupali Bank 
(one of four NCBs) is facing difficulty as the highest bidder 
remains unresponsive. The privatization process of the 
remaining three NCBs needs to be expedited. 

Figure 16. Return on Equity of Banks
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Balance of Payments 
 
35. Exports increased in September 2007 after a 
setback during July–August 2007. Although recovering, 
exports in July–September FY2008 fell by 5.4% compared 
with the corresponding period of FY2007 (Figure 17). Two 
major exports, woven garments and knitwear, showed 
negative growth of 11.9% and 3.6%. The Government has 
set an ambitious export target of $14.5 billion for FY2008, 
expecting 19% growth over FY2007. Achieving the 
projected growth is a challenge and will depend on the 
rebound in exports of woven garments and knitwear.  

Figure 17: Trends in Export (fob) & Import (cif)
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36. Imports during July–August FY2008 increased by 
12.7% compared with July–August FY2007. Rice, wheat, 
pulses, sugar, and fertilizer imports recorded a steady rise. 
Based on opening of letters of credit (L/C) during July–
September FY2008, imports rose by 26% over the 
corresponding period of the previous year. Imports of food 
grains, intermediate goods, and industrial raw materials 
increased significantly. But the total value of capital 
machinery L/C opening increased only marginally.  

Figure 18. Workers' Remittances
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37. The slowdown in export receipts and higher import 
bills, inflated by rising international commodity (oil and non-
oil) prices, pushed the trade deficit to $717 million in July–
August FY2008, up from $156 million during July–August 
FY2007. Despite an increase in workers' remittances, the 
surge in the trade deficit turned the current account to a 
deficit of $68 million from a surplus of $389 million in the 
same period of the preceding year. Rising oil prices 
threaten the balance of payments outlook of many 
developing countries including Bangladesh. If it continues, 
countries like Bangladesh with small foreign exchange 
surpluses will face mounting pressures on the current 
account.  
 
38. Workers' remittances continue to provide a cushion 
to external balance. During the first 4 months of FY2008, 
remittances grew by 28.4% (Figure 18). The foreign 
exchange reserve stood at $5,410 million at the end of 
October 2007, up from $5,077 million at the end of June 
2007 (Figure 19).  

Figure 19. Gross Foreign Exchange Reserves
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39. To ease remittance inflow, the central bank has 
streamlined its guidelines relating to drawing arrangements 
with international exchange houses by increasing their 
security deposits to avoid any financial risks. Progress has 
been made in curbing money laundering. Expatriates in 
Saudi Arabia (the largest source of remittance inflow) are 
now required to submit money transfer documents from 
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banks to renew their visas. But bank inefficiencies remain 
and long delays encumber the speed of transactions. This 
may divert future remittance inflow from the legal channel. 
More attention is needed to expedite related services and 
uphold inward remittance flow.  

 

Figure 20. Inflation, Point-to-Point (Base Year: 1995-96)
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40. Remittance earnings from six Gulf Cooperation 
Council (GCC) states, namely, Saudi Arabia, United Arab 
Emirates, Bahrain, Qatar, Oman, and Kuwait might face a 
serious blow if Bahrain’s proposal for a 6-year residency 
cap on all expatriates working in GCC states is approved. 
More than 2 million Bangladeshi expatriates are working in 
the GCC states. Recent experience in the Malaysian 
human resource market is also discouraging for the 
country and job seekers.   

Figure 21. Inflation, 12-Month Moving Average
(Base Year: 1995-96)
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Inflation and Exchange Rates 
 
41. Although easing, consumer price index (CPI) 
inflation, covering food and nonfood indices, remains high. 
In September 2007, on a point-to-point basis, inflation fell 
to 9.6% from 10.1% in July 2007 (Figure 20). The rise in 
international commodity prices (oil and non-oil), domestic 
food grain shortfall, reduction in underinvoicing, and the 
drive against corruption and hoarding amplified price 
pressures. Food grain prices in domestic and international 
markets rose sharply (figures 22 and 23). Higher demand 
for food items in the month of Ramadan also added to 
inflationary pressures.    

Figure 22. Domestic Open Market Retail Prices of Food 
Grains
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42. The weighted average nominal exchange rate 
(taka/dollar) remained stable between Tk68.5–Tk68.8:$1 
during July–September FY2008, illustrating the healthy 
buildup of foreign exchange reserves (Figure 24). The 
central bank started interventions in the interbank market 
by increasing the supply of dollars at the end of October 
2007. The taka marginally appreciated against the dollar to 
Tk68.6:$1 on 18 November. Given the comfortable foreign 
exchange reserves, taka appreciation could dampen 
inflationary pressures partly by cutting import costs. 
Excess liquidity in the banking system will be absorbed 
and the credit boom risk will be reduced as business 
confidence returns.  

Figure 23. International Rice and Wheat Prices
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Capital Market  

 
43. The Dhaka Stock Exchange (DSE) trended up 
during the first 4 months of FY2008. The DSE general 
index climbed 33% to 2,850.81 points at the end of 
October from the end of June 2007, buoyed by strong 
institutional buying (Figure 25). The upward trend in prices 
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was temporarily interrupted in early August 2007 as the 
mortgage market crisis coupled with global financial 
turbulence buffeted many stock markets. But prices quickly 
recovered and went to new highs by the end of October 
when DSE market capitalization crossed the $10 billion 
mark for the first time—increasing the market capitalization 
to GDP ratio to 14% from a meager 6% in early 2006. 
Growth was led mainly by banking, power, and 
pharmaceutical shares. But the surge in capitalization was 
mostly demand-driven, which runs the risk of collapse 
unless backed by quality shares with strong economic 
fundamentals. Chittagong Stock Exchange (CSE), the 
other bourse, also observed similar hikes in turnover and 
prices. Between June and October, the CSE market 
capitalization and selective categories indexes rose by 
45% and 34% (Figure 26).  

Figure 24. Nominal Exchange Rate (Taka-Dollar) and REER 
Index
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44. Two state-owned oil companies (Jamuna and 
Meghna), operating as subsidiaries of BPC, are set to sell 
shares under direct listing with DSE. Each is expected to 
release 30% of its shares under the scheme, which is a 
good move to free the petroleum distribution companies 
from state ownership. Release of shares of two power 
companies under a similar program received good 
response from investors last year. Some major 
telecommunications companies are also preparing to sell 
shares soon. Trading of shares of the state-owned Rupali 
Bank has been suspended in both stock exchanges until 
the final sale agreement of its 93.6% government share is 
reached. This was decided following some recent volatile 
movements in its share prices because of delays in sale. 

Figure 25. Dhaka Stock Exchange: Market Capitalization 
and General Index
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45. Despite a recent surge in liquidity and turnover, the 
capital market in Bangladesh remains thin compared with 
those of its regional peers and the size of the economy. 
The market capitalization to GDP ratio stands at 68% in 
India and 41% in Pakistan, far exceeding that of 
Bangladesh. The depth of the equity market remains 
shallow—vulnerable to overheating and price shocks; while 
the debt market remains at an incipient stage, 
characterized by limited listings and trading. An efficient 
bond market needs to encompass resourceful primary and 
secondary markets, lucid rules and regulations, well-
functioning settlement and custody systems, reliable 
ratings, and benchmark yield curve. Foreign portfolio 
investment remains small despite some rises in recent 
months. It needs to be augmented to deepen the scale and 
scope of the market, particularly by introducing new 
concepts and instruments such as risk-hedging and 
commodity-trading that exist in most developed markets. 

Figure 26. Chittagong Stock Exchange: Market 
Capitalization and Selective Index
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The mutual funds industry should focus on providing more 
professional services to gather faster growth momentum. 
 
46. Deficiency in financial disclosure, weak corporate 
governance, and lack of investor confidence in fixed-
income securities are among the major constraints 
deterring the growth of a vibrant capital market—limiting 
financing options for businesses. The market needs to 
undergo reforms to set international standards, and 
develop guidelines and procedures for participants in the 
securities business. Financing costs of small- and medium-
sized enterprises are high in Bangladesh as most have to 
depend only on high-interest bank loans or informal 
borrowing.  
 
47. The role of a developed capital market is critical for 
creating a well-organized financial system. Bangladesh 
currently needs heavy investments in services and 
manufacturing industries, including in textiles, to boost 
exports and to diversify product lines. These require 
channeling surplus resources to the most productive uses; 
but the small capitalization in the equity market is denying 
much of the opportunity. The privatization drive and surge 
in initial public offerings by large companies are expected 
to strengthen the market. 
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GOOD GOVERNANCE   
 

48. Good governance has several benefits: (i) economically, it directly contributes to the 
GDP growth of a country; (ii) politically, it allows service providers to be more accountable for 
their actions; and (iii) morally, it fulfills a bargain between service users and service providers in 
that the relationship is based on trust and openness. In Bangladesh, this notion of good 
governance has largely been absent. Economic growth and poverty reduction efforts are 
frustrated by a lack of accountability, transparency, and predictability in the way government 
operates. Surveys conducted by national and international organizations show that corruption 
adversely impacts not only the macro economy, but also individuals and households, 
particularly the poor. Much of the problem in governance is attributed to low internal 
accountability and transparency in the public sector. In the absence of checks and balances, 
decisions are not often based on adequate consensus.  
 
Governance Challenges 
 

Confrontational Politics  
 

49. In Bangladesh, political governance problems are heightened by low accountability and 
transparency within the country’s political parties. Lack of democratic processes and values has 
given rise to intolerance, within and between, the parties. Although democracy is firmly 
entrenched, confrontational politics has been a significant source of potential instability and 
political uncertainty, which adversely affects the country’s international reputation and 
investment climate.  
 
 Corruption 
 
50. Corruption has been the most telling indicator of poor governance in Bangladesh for a 
long time. Off-the-record payments by firms result in an annual loss of 2%–3% of GDP. The 
country scores poorly in Transparency International’s corruption perceptions index. However, 
the present caretaker Government’s reform initiatives have started to improve administrative 
efficiency in some areas. Public services such as law enforcement agencies, power generation 
and distribution, ports, and customs have turned around markedly. With the current reforms 
taking effect and business confidence restored, the corruption perceptions score is expected to 
improve in the coming years.  
   
 Judicial Autonomy  
 
51. Although the formal structure of the judicial system was already in place in Bangladesh, 
judicial independence was only established on 1 November 2007 with the separation of the 
judiciary from the executive. The politicization of the justice agencies has been one of the key 
causes for system deterioration in Bangladesh. Political parties in power have often appointed 
their loyalists to key positions as they were unwilling to relinquish their influence over the 
judiciary and start judicial reforms. Politicizing the judiciary has adversely influenced rule-based 
governance.  
 
 Public Service Reforms 
 
52. The performance of Bangladesh’s public service is constrained by (i) a top-down culture 
that leaves little space for middle managers to exercise independent authority, (ii) lack of 
incentives for public officials, (iii) lack of professional development and accountability,  
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(iv) inadequate safeguards for actions taken in good faith, (v) frequent reassignments often 
driven by political and other considerations, and (vi) pressures faced by reform-minded officials 
in creating space for change in government agencies. The lack of significant progress in 
administrative governance is sharpened by the failure of successive governments to pursue the 
reform agenda.   
 
53. Aggravating the problem is the culture of official secrecy that undermines public 
accountability. The traditional practice of closed-door policy development, legal drafting, and 
public decision-making; and the official practice of classifying all government business as top 
secret, secret, confidential, or restricted has fostered a culture of secrecy in government. With 
this classification system, official information cannot be disclosed without authorization.  
 
54. The Public Administration Reform Commission, and several other studies, have 
identified areas undermining efficiency of the bureaucracy. These include (i) outside 
interference in administrative decision-making, (ii) politicization of the civil service, (iii) nepotism 
and favoritism, (iv) lack of delegated authority to mid-level and local public officials, (v) lack of 
public scrutiny of public administration, and (vi) paucity of citizen demand for improvements in 
public administration. The highly centralized political and administrative system weakens the 
Government’s capacity to deliver and monitor services. Until recently the Public Service 
Commission (PSC), the body responsible for civil service recruitment, was accused of political 
bias, corruption, and lack of transparency. 
 

Public Financial Management  
 

55. Weak internal and external control measures, and poor auditing and accounting 
standards mean that the scope for corruption is high. The Public Accounts Committee is faced 
with a rising backlog of audits; and in the absence of a parliament, the current Government may 
be unable to act on the annual audit and other general audit reports. Monitoring and evaluation 
mechanisms in public sector agencies are also considered weak, thus amplifying financial 
management weaknesses. A related area of concern is with public procurement processes. 
Deficiencies in the procurement process that give rise to corruption include an underdeveloped 
legal framework, complex and often inconsistent procurement rules and procedures among 
various agencies, poor quality in bidding documents and bid evaluations, and absence of 
mechanisms for ensuring transparency and accountability. Despite the recent enactment of the 
Public Procurement Law, weaknesses in public procurement processes continue given that no 
related rules have yet been framed.  
 

Voice Mechanisms for Citizens  
 
56. The media and nongovernment organizations (NGOs) provide an opportunity for citizens 
to voice their concerns about mismanagement and poor service delivery, but what is missing is 
an institutional and formalized mechanism to convey bottom-up concerns of corruption to policy 
makers. This is evident for (i) the common citizen who has been deprived of the right to get 
services in an equitable and effective way; and (ii) the department employee who is not 
empowered to bring attention to possible corruption or channel relevant feedback to the upper 
hierarchy.  
 
Responding to Governance Challenges 
 
57. Despite the constraints, Bangladesh has progressed significantly in many areas. Over 
the past decades, the economy opened up substantially. Reforms have concentrated on 
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economic liberalization and deregulation—promoting private enterprise. Several reforms have 
been started to improve core governance systems in areas such as public procurement, 
financial management, anti-money-laundering activity, fiscal reporting, corporatization of state-
owned enterprises, and privatization.   
 

Governance in the Judiciary  
 
58. The current caretaker Government has taken a strong stand on developing major 
reforms to address governance challenges. In a milestone development, the country's judiciary 
has been separated from the executive in line with the constitution, 36 years after the country's 
independence. To facilitate the functioning of an independent judiciary, the Government has 
created 4,273 posts for the judicial magistracy, including 655 posts for judicial magistrates and 
3,618 posts for support staff. But the separation of the judiciary from the executive is not enough 
to ensure justice. Reforms of other pillars of the justice system including the police, courts, and 
legal profession are necessary.  
  

Corruption   
 
59. The caretaker Government has directly addressed the culture of impunity that has 
existed in Bangladesh by taking a tough line on corruption. It has declared, and showed political 
willingness, to fight corruption and to institute needed systemic reforms. The tough line on 
corruption centers on reforms being carried out by the Anticorruption Commission (ACC). In 
early 2007, to provide the commission with a more vibrant leadership, the ACC was 
reconstituted with three new commissioners, and was given added powers to fulfill its functions. 
The ACC rules of procedures, which were not in place before 2007, were approved. In March 
2007, the President approved the ACC rules, which provide for an internal anticorruption 
committee to combat corruption and irregularities within the commission itself. 
 
60. Planned ACC reforms by the new leadership focus on (i) a stronger decentralized 
network and structure of ACC operations to better manage the handling of cases, (ii) a planned 
performance management scheme to provide incentives to ACC staff based on demonstrated 
performance, (iii) a separate prosecution unit to lower reliance on government prosecutors to 
take up cases, (iv) consideration of the outsourcing of noncore commission functions, and  
(v) more aggressively partnering with civil society to address corruption at the local level. 
 
61. The Government has underlined the need for an institutional framework on governance 
and anticorruption backed by a long-term vision, strategy, and achievement of anticorruption 
outcomes across sectors, institutions, and government. The substantive basis of this vision is 
the Government’s ratification of the United Nations Convention against Corruption (UNCAC). 
The public expectation increasingly is that the Government will not only sanction corrupt officials 
but will also put in place a mechanism to deter the massive corruption that has been the 
hallmark of public life.  
 

Electoral Reforms   
 

62. The caretaker Government has also stressed the need for electoral reforms to set up a 
better foundation for free and fair elections. The Election Commission intends to put in place 
campaign finance and other rules in this regard. Policies being considered include (i) ensuring 
oversight of rules governing party funding, (ii) publicizing donations and sources of party 
revenue, (iii) requiring public disclosures by political candidates before and after elections, (iv) 
imposing a ban on the use of state resources for political purposes, (v) setting up partial public 
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funding for political parties, and (vi) introducing direct election of women in Parliament and a 
quota for women in political party leadership. Proposals also include dissociating professional 
and student bodies from political parties as a requirement for registration. 
 

Civil Service Reforms   
 
63. The Government is aware that the primary way to tackle corruption in the long term is 
the professional development of a merit-based and suitably rewarded civil service. It has 
reconstituted the PSC by appointing a new chair and other members, and plans to develop a 
strategic perspective for improving the quality of the civil service, starting with recruitment and 
promotion policies and practices. The PSC’s latest annual report suggests that the quota 
system needs to be reviewed. Steps have also been taken to tighten the entry examination 
system.  
  

Role of Civil Society and the Media  
 
64. Civil society and the media continue to be vocal against corruption across the country, 
and some local mechanisms to give an impetus to demands to address corruption are already in 
place. The work of the Transparency International Bangladesh supported Committee of 
Concerned Citizens is reflective of this. In recognition of the substantive role that civil society 
can play in fighting corruption, the ACC is partnering with NGOs and other local groups.  
 
Good Governance Program 
 
65. The Asian Development Bank (ADB) recently approved a Good Governance Program 
for Bangladesh to better equip the Government in its fight against corruption. ADB worked with 
the Government and some other development partners to formulate this 4-year flagship 
program to establish a system of good governance that will support more rapid and inclusive 
economic growth. The program seeks to strengthen ongoing consensus building on good 
governance, integrity, and anticorruption reforms; support judicial reforms with a focus on 
performance; establish transparency and accountability of the judiciary, particularly on its role in 
the anticorruption agenda; strengthen the role and reach of the ACC; and bring good 
governance and anticorruption initiatives into the mainstream in selected sector agencies to 
improve their effectiveness.   
 
66. The result will be a set of long-term policy reforms in good governance focusing on 
instituting good practices in combating corruption. The program will also help the Government 
formulate and carry out an anticorruption vision and strategy. A broad and long-term vision of 
good governance and anticorruption will be aligned with UNCAC. Strengthening the role of an 
independent judiciary will not only help in the fight against corruption but will also serve as an 
effective check on the excesses of the executive. Also, substantial strengthening of the ACC in 
enforcing relevant laws and curbing corruption will bolster its statutory independence. Sector 
agencies will be more involved in instituting anticorruption and good governance initiatives. 
Emphasis will be placed on a strong legal framework and practical measures to provide greater 
opportunities of redress for citizens, which will serve as a significant source of demand-driven 
pressures for good governance in the public sector. 
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SOUTH ASIA SUBREGIONAL ECONOMIC COOPERATION INFORMATION HIGHWAY 
 
67. ADB has been supporting regional cooperation among Bangladesh, Bhutan, India, and 
Nepal through the South Asia Subregional Economic Cooperation (SASEC) Program since 
2001. With its growing importance, information and communication technology (ICT) was added 
as one of the priority sectors to the SASEC Program. Since 1990, the SASEC countries have 
experienced rapid GDP growth, contributing substantially to poverty reduction. Though most 
SASEC countries show progress, social development progress in South Asia is marked by 
persistent social inequality and income disparity. Equal and better opportunities, and an 
improved inclusive growth mechanism are needed to make progress in all other dimensions of 
the Millennium Development Goals; ICT can contribute to this.  
 
68. SASEC countries have already acknowledged ICT as a significant medium for economic 
growth and poverty reduction. All have undertaken significant strategic policy development 
consistent with established planning process for ICT, especially infrastructure, e-government,  
e-education, e-commerce, training and skills development, and ICT industry development. But 
ICT performance in access, connectivity, and uptake of all SASEC countries is low, though the 
dynamics of ICT development in each country are different. According to the United Nations 
Conference on Trade and Development ICT index (2004), India leads the SASEC countries, 
ranking 142nd; with Bhutan 156th; Nepal 167th; and Bangladesh 171st. This poor performance 
results partly from poor connectivity nationwide, despite the effect of privatization and 
competition in mobile telephony in all SASEC countries with rapid growth in teledensity. In 2005, 
fixed teledensity ranged from 0.75 for Bangladesh to 4.55 for India; mobile teledensity ranged 
from 0.83 for Nepal to 8.17 for India; and internet user penetration ranged from 0.26 for 
Bangladesh to 5.44 for India.   
 
ICT as Vital Infrastructure for Access to Information 
 
69. Global communities and their economic activities, including regional and international 
communication and trade, are increasingly integrated electronically and through technology. ICT 
is transforming the way we live, learn, and work. Such economic and social transformation is 
remarkable. International experience shows that with the right policies and institutional 
adjustments, ICT can be a key enabler for improving efficiencies and productivity, creating new 
business opportunities, and stimulating competitiveness of economies in the region.  
 
70. The real benefits of ICT are in its application to create powerful and equal social and 
economic networks by dramatically improving communication and exchange of information and 
business processes. Only through active adaptation and broad uptake of ICT by communities, 
business, and government, can developing countries succeed in their participation in the 
globalizing world and knowledge-based economy. In this process, ICT has become a vital 
infrastructure, which is as essential to an economy as road and rail networks, and telephone 
and power systems. The efficiency of economies or regions is driven by the quality and 
functionality of ICT infrastructure.   
 
SASEC Cross-Border ICT Connectivity  
 
71. Despite geographic proximity, the cross-border ICT network in the SASEC countries is 
fragmented and outdated. Many border communities are not supported by reasonable 
broadband or even basic ICT data applications, although voice communications are available, 
but often low quality. All four SASEC countries are connected technically with each other 
through fiber optics or microwave. But data communications among the countries are not direct, 
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and often go through third parties. Fiber optics are either not established between some 
borders, or not operational for data traffic because of the absence of regional internet exchange 
points and peering arrangements. The largest domestic market of regional internet exchange is 
in Mumbai, India, which is a fair distance from the other three countries. The nearest domestic 
market is in Kolkata, India, which has yet to be developed enough to attract internet service 
providers (ISPs) from neighboring countries.  
 
72. The result is the massive deployment of expensive satellite connections for internet 
access in the last decade in the land-locked countries of Bhutan and Nepal. Before the 
establishment of local exchange points, even traffic within the countries was exchanged through 
Hong Kong, China, and sometimes also through the US. These fragmented regional networks 
have led to heavy overhead transit costs and, in the end, high user costs, limiting ICT-enabled 
services in the SASEC countries.  
 
ICT and Poverty Reduction  
 
73. Poverty reduction is hampered by lack of information and knowledge. Impoverishment, 
particularly in rural areas, is often a result of limited access to market information. Poor 
governance is also often caused by lack of community access to government activities. For 
these reasons, ICT is accepted as a strategic means that can improve access to information 
and knowledge, particularly for the rural poor. Thanks to the rapid technological advancement in 
ICT with its falling prices, stories of successfully using ICT for poverty reduction are being 
gathered. These relate to enabling poor populations to access information such as crop prices, 
weather, and new farming techniques that can be translated into improved income. Various ICT 
applications aimed at the poor are well suited to the development process: distance learning to 
support education and skills building, telemedicine to support health care, and cheaper and 
more effective microfinance and remittance services.  
 
74. Over the past few years, rural community e-centers (CeCs) have been tested as an 
effective means to provide last-mile access to knowledge and information for rural and remote 
areas in SASEC countries. But all these pilot experiments have yet to fully realize their poverty 
reduction potential. In India, the CeC movement has advanced into a national initiative, with 
every village destined to be provided with connectivity within the coming few years. Several 
hundred CeCs are operating in Bangladesh and Nepal, mostly driven by NGOs and the private 
sector. Although rural CeC programs are regarded as one of the most tangible modalities for 
ICT-enabled poverty reduction processes, significant challenges remain. These are lack of rural 
broadband connectivity, local content, community capacity, and consolidated form of 
assistance. A few efforts have attempted to engage rural communities at the core of CeC 
programs, considering them only as beneficiaries of information services, not as interactive local 
knowledge and content producers.    
 
ICT and Regional Cooperation 
 
75. Various regional or international platforms have underpinned the potential of ICT 
cooperation. Developed and developing countries recognize that realizing the full 
socioeconomic potential of ICT is too big a task for an individual government; and that 
widespread awareness, acceptance, participation, and investment by businesses and 
communities are central to success. They recognize that many of these issues are of a regional 
or international nature and can be addressed through multilateral collaboration. Within the 
SASEC context, a cross-border terrestrial convergent ICT network is needed to improve the 
promotion of regional ICT cooperation, aided by regional exchange points, peering 
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arrangements, and a competitive access regime. The idea behind building such a regional 
network is to keep local traffic local, and thus optimize time and cost within the region. The 
region must have enough and efficient connectivity to allow growth in the use of ICT. The 
SASEC regional network would contribute to cutting user-costs across borders, facilitate ICT-
enabled business development, and improve the quality of service and redundancy by 
managing real-time traffic data, congestion, interoperability, peering, and redundancy; while 
making easier data traffic trades across borders. The SASEC regional ICT network would also 
enable the SASEC subregion to take a strategic global position over the longer term, from which 
all SASEC countries would benefit.  
 
76. A SASEC regional ICT network will enable SASEC countries to take a SASEC regional 
approach between border communities and set up regional village networks connecting country 
village networks and thereby delivering local solutions not only within the communities 
countrywide but also to communities in other SASEC countries connected to the regional 
network. Local networking and local information sourcing from within rural communities will be 
powerful drivers for ICT utilization in the rural context. For example, information sought by one 
village contact is provided to every relevant village in the block, district, state, and country; or in 
the region. Through this network, every village will be a peer to other villages and can see what 
all other rural communities are learning and experiencing. The main sources of information, 
news, opinion, and discussions within the network should be the villages themselves through 
the experiences of their own peers.  
 
Economic Benefits of SASEC ICT Network 
 
77. The SASEC regional ICT network will connect the cable-landing stations (CLS) in 
Bangladesh and India to an access gateway, and then distribute internet capacity to Nepal and 
Bhutan through terrestrial links. The major economic benefits include (i) savings in the cost of 
connecting the internet service because of the SASEC regional network (accrued to Nepal and 
Bhutan); and (ii) incremental revenues, which will be paid by Nepal and Bhutan for the 
connection with CLS (accrued to India and Bangladesh). Other economic indirect benefits 
include rising incomes and economic activities resulting from improved access to information 
and markets. Nepal and Bhutan, which are not connected with a CLS, are depending on 
satellite for internet access, namely, very small aperture terminals (VSAT). VSAT are twice as 
expensive as terrestrial links through a CLS. A megabyte/month cost for VSAT is about $1,500 
and the maximum capacity of internet access from VSAT allocated to Nepal and Bhutan is only 
200 and 40 megabytes. With a regional ICT network, Nepal and Bhutan will have a better 
option. Rather than relying on expensive satellite for internet access, they will get more internet 
access capacity from a CLS with the negotiated payment of operating fees to India and 
Bangladesh at $850/megabyte/month. The internet access capacity that Nepal and Bhutan can 
purchase will be at minimum about three times larger, amounting to 775 megabytes/month: 620 
megabytes for Nepal and 155 megabytes for Bhutan. Connectivity of remote rural areas will be 
improved, enabling the areas to have better access to information and an effective means for 
communication.  
 
Specific Benefits for Bangladesh from the SASEC ICT Network 
 
78. The SASEC regional ICT network will enable Bangladesh Telephone and Telegraph 
Board (BTTB) to promote its underutilized submarine cable. BTTB's submarine cable utilization 
rate is only 15% of capacity. BTTB is now trying to sell surplus bandwidth of submarine cable to 
international and Indian telecommunications operators. A regional network will enable BTTB to 
take a strategic long-term global position as an international player in the regional bandwidth 
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market by attracting ISPs from neighboring countries. The SASEC regional ICT network will 
provide a backup and redundancy for BTTB for connection to outside of the country in the event 
of equipment or link failure of their submarine cable. During recent years, natural disasters such 
as earthquakes, tsunamis, and typhoons, and sabotage disrupted telecommunications links and 
damaged submarine cables, causing significant loss to businesses relying on 
telecommunications for delivering services. Bangladesh will benefit immensely from cross-
border connectivity, expansion of the rural broadband wireless network, modern and advanced 
technical skill training programs for information technology professionals, creation of an ICT 
market, generation of rural employment, and rural empowerment.  
 
Looking Forward 
 
79. The SASEC ICT Working Group (ICTWG), comprising secretaries of the ICT ministries 
of SASEC countries, developed the SASEC ICT Development Master Plan, which provides the 
strategy, framework, and priorities for an integrated SASEC regional ICT cooperation to develop 
the full potential of ICT. The master plan identifies the three most urgent areas for improvement 
in ICT: fragmented cross-border connectivity, poor rural information access, and weak human 
resource capacity. To address these needs, the SASEC countries have spearheaded the 
concept of a SASEC information highway that would deliver modern, affordable, and reliable 
broadband information, communication, and knowledge services within and across borders to 
universities, businesses, and rural and remote communities. This will be a landmark initiative to 
facilitate the flow and integration of information, content, goods, services, knowledge, and ideas 
among the SASEC countries by directly linking borders, communities, businesses, and ICT 
training and research institutes; and building their capabilities and values for poverty reduction 
and inclusive growth. It also underscores ICT capacity building for local entrepreneurs through 
entrepreneurial education, incubation, mentoring, and informal networking.  
 
80. Through the SASEC information highway, regional goods and services are expected to 
be more integrated electronically and be delivered cost effectively to the most marginalized 
people, which would contribute to fostering regional cooperation and integration of the SASEC 
subregion. It would also mark a new milestone in regional cooperation and integration in South 
Asia, showing tangible benefits through joint efforts of SASEC countries. This will help them to 
promote economic growth and poverty reduction through improved ICT connectivity between all 
four SASEC members.  
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