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Sources: Bangladesh Bureau of Statistics. 2015. National Accounts Statistics. June. 
Dhaka; Asian Development Bank estimates.

Macroeconomic Developments 

Highlights 
Upbeat gross domestic product  growth is expected in FY2016. 
Macroeconomic management remains prudent. 

 Inflation is expected to ease further. 
 Productive job creation is key to shared prosperity. 
Supportive monetary policy seeks to underpin targets for 
inflation and growth. 
Despite accelerating growth in credit to the private sector, 
broad money grew more slowly than targeted. 
Financial soundness indicators improved. 

A larger current account surplus strengthens the balance of 
payments. 

 
Taka appreciation by its real e�ective exchange rate may 
erode export competitiveness. 
 

�

Promoting good governance is vital for private sector 
development. 

 

Sector Performance and Economic Growth 
 
 

1.  Gross domestic product (GDP) growth in FY2015 (ended 30 
June 2015) is provisionally estimated at 6.5%, higher than the 6.1% 
recorded in FY2014 
(Figure 1). Despite 
political disruptions in 
the first quarter of 
2015 that a�ected 
exports, private 
investment, and 
transport services, 
GDP growth held up 
well thanks to brisk  
domestic demand boosted by higher public investment, fairly resilient 
remittance inflows, and rising wages in the private sector. Resilience in 
the rural economy also contributed. Growth was reasonably broad-

Economic growth is 
estimated at 6.5% in 
FY2015 
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6.7% GDP growth is 
expected in FY2016  

Macroeconomic 
management 
remains prudent 

Poverty remains a 
major challenge 
despite graduation 
to lower-middle-
income status 

based, with agriculture growth continuing its trend and growth in 
industry strongly supported by manufacturing and construction. 
 
2. GDP growth was driven mainly by private consumption. Net 
exports subtracted from growth as exports grew more slowly than 
imports. As a percentage of GDP, investment rose to 29.0% in FY2015 
from the previous year’s 28.6% as public investment climbed to equal 
6.9% of GDP from 6.6% in FY2014. Private investment edged up from 
22.0% of GDP to 22.1%. Foreign direct investment remains low. Private 
investment was constrained by dampened investor confidence, 
infrastructure and skill deficits, and a weak investment climate. 
Although public investment is growing as the government steps up its 
implementation of ongoing projects, it remains inadequate because of 
weak implementation capacity.  
 
3. GDP is expected to grow by 6.7% in FY2016 on industry 
growth strengthened by higher export growth in line with continued 
economic recovery in the United States (US) and the euro area. 
Higher growth in remittances will boost consumption demand. Private 
and public investment are both expected to rise with improvement in 
the business climate as the political situation stabilizes. In addition, 
infrastructure constraints are expected to ease with the 
implementation of the Seventh Five-Year Plan, FY2016–FY2020 and 
of the transformative large projects in particular. 
 
4. Macroeconomic management remains prudent. The cautious 
monetary policy of Bangladesh Bank, the central bank, helped subdue 
inflation,  as  did  favorable  international   oil,   food,   and   commodity 
prices. A moderate current account deficit is expected in FY2016 as 
the trade deficit widens along with the deficits in the services and 
primary income accounts. Fiscal prudence is expected to contain the 
budget deficit. Inflation will fall further in FY2016 in line with 
supportive food and oil prices in international markets and a better 
crop outlook.  
 
5. With  the  rise  in  per  capita  income  to  $1,184 in FY2014 from 
$759 in FY2009, Bangladesh became a lower-middle-income country 
in 2015 as per country classification by the World Bank. It still faces 
major challenges to reduce poverty and create jobs. The country has 
already met several targets of the Millennium Development Goals, in 
particular  the targets for reducing headcount poverty and the poverty 
gap ratio, attaining gender parity in primary and secondary education, 
and reducing the prevalence of underweight children and mortality 
among children under 5 years old. However, greater attention is 
needed toward reducing hunger poverty through employment, 
improving rates of primary school completion and adult literacy, 
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creating decent wage employment for women, ensuring that more 
births take place in the presence of skilled health professionals, 
broadening public understanding of HIV/AIDS, expanding forest 
coverage, and extending access to information and communication 
technology. The country has recently adopted the Sustainable 
Development Goals, but it will face a sti�er challenge attaining their 
higher targets as the current growth momentum becomes increasingly 
hard to maintain because of the higher GDP base and the pressure 
that rising demand puts on limited resources.  
 
6. GDP growth needs to accelerate from the average of 6.3% 
recorded in past 5 years to the range of 7%–8% if the country is to 
further reduce poverty. Many more productive jobs will need to be 
created to ensure that economic growth is inclusive and income 
inequality improved by tackling underemployment while absorbing 
new entrants into the labor force. Expanding productive employment 
opportunities is a central element for inclusive and pro-poor growth. 
Employment is the primary source of income for households, yet 87% 
of the workforce is employed in the informal sector, where wages are 
typically lower than in the formal sector. Women made up only 40.0% 
of the labor force in 2010. Weaker business networks and unequal 
access to tertiary education are impediments to better job 
opportunities for women. O�cial unemployment is low at 4.6%, but 
significant underemployment, at 20.3%, undermines incomes, in 
particular for women and youth.  
 
7. Bangladesh will need to deepen policy reform and strengthen 
institutions to meet the needs of a growing middle-income country 
and sustain growth momentum. Toward easing access to finance, 
banks need to be strengthened by reducing their nonperforming loan 
ratios and enhancing their capital adequacy. Import tari� reform, 
stalled for the past 2 decades, needs reacceleration to enhance 
economic competitiveness. Revenue collection is low even compared 
with other South Asian countries and must rise through further reform 
to provide resources for higher investment in infrastructure and social 
sectors. Domestic resource mobilization will assume greater 
importance in the context of the Sustainable Development Goals. 
Institutional capacity will need to be strengthened with a sharper 
focus on project implementation. 
 
8. The Bangladesh economy needs to quickly diversify away 
from its overwhelming dependence on garment exports and 
remittances by developing its manufacturing industry for export and 
domestic markets alike. Agriculture needs to become more productive 
through greater mechanization, higher investment in irrigation, and 
expanded agricultural marketing networks. This will release surplus 
labor for more remunerative employment in manufacturing and 
modern services. Small and medium-sized enterprises—whose 

The emphasis is on 
growth that creates 
jobs  

Strong policy 
reform is required 
to attain the 
Sustainable 
Development Goals

Economic 
diversification is 
vital to ease 
overdependence on 
garments exports 
and remittances  
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several constraints today include poor access to finance—and o�-
farm activities will need to be promoted to make growth more 
inclusive.  
 
9. Bangladesh faces major infrastructure and skills deficits. Short 
electricity supply is a binding constraint on manufacturing expansion. 
Generation capacity will need to be boosted, as will transmission and 
distribution systems. Attention needs to be given to improving the 
supply of primary fuels such as natural gas though larger investment in 
gas exploration. The transport infrastructure development needed to 
reduce the cost of doing business and enhance competitiveness is 
substantial, requiring higher investment in road, railway, and port 
projects, as well as accelerated project completion. The limited 
availability of land and its cumbersome acquisition for project 
development are emerging as major constraints. A domestic bond 
market needs to be developed to improve access to finance for 
infrastructure projects, especially for the private sector. Institutional 
capacity for processing public–private partnership projects, notably 
for bidding and contracting, will need to be developed with a focus on 
energy and transport projects.  
 
10.  Upgrading workforce skills needs urgent attention, as 
Bangladesh faces an acute shortage of technical, financial, and 
managerial expertise, among other skills, for its manufacturing and 
modern service sectors. Education quality remains a major concern in 
terms of learning outcomes and market relevance. The technical and 
vocational education and training system needs to be strengthened with 
a focus on market needs. This can be achieved by improving the 
design and implementation of training in closer partnership with the 
private sector. Progress is needed toward improving completion rates 
in primary and secondary education. 
 
11. As Bangladesh has rapidly urbanized, capacity to provide 
urban services has been stretched thin. The capital Dhaka and major 
port Chittagong face excessive pressure as migrants flow into them 
from secondary towns and rural areas. The government must 
prioritize more balanced urbanization, in part by developing 
secondary towns with the municipal and civic amenities they need to 
become more attractive places to live. Policies must be adopted 
toward improving urban housing and redeveloping slums, introducing 
more environmentally sustainable urban transport, and boosting 
investment to improve urban services and ensure their sustainability 
through appropriate cost recovery mechanisms. 
 
12. Bangladesh has a long history of exposure to natural disasters. 
Floods, tropical cyclones, and storm surges have caused severe 

Infrastructure and 
skills deficits are 
binding constraints 
on higher growth 

Upgrading skills 
requires improved 
education quality 

The emphasis must 
be on balanced 
urbanization 

Strengthened capacity 
to manage disasters 
and climate change 
impacts are vital to 
sustainable growth 
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human su�ering and damage to such economic assets as housing, 
land, and crops. The poor are especially vulnerable, as many of their 
homes are in locations exposed to natural disasters and the e�ects of 
climate change. The government needs to develop public capacity to 
cope with natural disasters. Further, to ensure that growth is more 
environmentally sustainable, it must adopt appropriate measures to 
mitigate and adapt to climate change.  
 
13. Good governance and institutions are critical for ensuring a 
sound business environment and the country’s long-term 
development. Demand for good governance and more e�cient 
institutions will be more pressing as Bangladesh strives to consolidate 
its position as a middle-income country. Fostering investment and 
growth in the private sector depends on improving the process for 
securing contracts and property rights and the e�ciency of the land 
tenure system.   
 

Agriculture 

14. Agriculture grew by 3.0% in FY2015, slowing from 4.4% in 
FY2014 because of a higher base and decelerating growth in crops and 
horticulture. Spoilage of perishable products caused by political 
disruption a�ecting supply, distribution, and marketing contributed to 
the slowdown. Within agriculture, crops and horticulture growth 
slowed to 1.3% from 3.8% in FY2014, livestock accelerated to 3.1% 
from 2.8%, and growth in forestry and related services rose marginally 
from 5.0% to 5.1%. Fishery growth, at 6.4%, was unchanged from 
FY2014. Agriculture growth in FY2016 is expected to rise to 3.2% if 
normal weather prevails and output prices remain favorable. 

15. The final estimate for FY2015 by the Bangladesh Bureau of 
Statistics has production of food grains, comprising rice and wheat, 
rising to 36.1 million tons, or 1.1% higher than the 35.7 million tons 
harvested in the previous year (Figure 2). Aus, the summer rice crop, 
was 2.3 million tons 
harvested from 1.0 million 
hectares, as in the previous 
year. Despite lower 
production cost and 
continued government 
support, the aus yield 
stagnated at the previous 
year’s level as farmers’ 
pursued high-yielding rice 
cultivation. The aman rice crop was 13.2 million tons from 5.5 million 
hectares, or 1.3% higher than the 13.0 million tons harvested in 
FY2014. Despite some setbacks as flash floods a�ected early planting, 

Promoting good 
governance is 
necessary for 
private sector 
development 

Agriculture growth 
slowed to 3.0% in 
FY2015 but is 
expected to 
reaccelerate to 3.2% 
in FY2016  

Food grain 
production rose to 
36.1 million tons in 
FY2015 from 35.7 
million tons in 
FY2014 



  
Bangladesh Quarterly Economic Update6

the monsoon aman yield rose, and production reached an all-time 
high in FY2015 with government support. Following a good aman 
harvest, a record 19.2 million tons of boro, or winter rice, was 
harvested from 4.8 million hectares, benefitting from favorable 
weather, logistical support including seeds and fertilizers, and the 
absence of a major pest attack. Wheat production reached 1.4 million 
tons harvested from 0.6 million hectares, or 3.7% higher than the 1.3 
million tons produced in FY2014, as farmers were encouraged by fair 
prices for the crop. 

16. However, with the harvest of the boro crop, farmers saw prices 
for paddy su�er in the domestic market as low-cost rice imports from 
neighboring   India   increased    under    zero    import    duty    and   the 
government delayed its boro procurement from the domestic market. 
While the government has imported almost no rice for the past 3 
years, private rice traders seized the opportunity to import cheaper 
rice duty-free from India. In response, the government imposed a 10% 
duty on rice imports, there by ensuring that farmers in Bangladesh get 
a fair price for their rice crops. 

17. The Department of Agricultural Extension has set its target 
for  food grain production in FY2016 at 36.5 million tons, or 1.1% higher 
than actual rice production in FY2015 of 36.1 million tons. The 
breakdown within the target is for aus production at 2.5 million tons, 
aman at 13.6 million tons, boro at 19.0 million tons, and wheat at 1.4 
million tons. 

18. Imports of food grain in FY2015 reached 5.3 million tons (1.5 
million tons of rice and 3.8 million tons of wheat), up from 3.1 million 
tons imported in the previous year. Public imports came to 0.3 million 
tons of wheat only, while private imports were 4.9 million tons, most 
of it wheat. The target for food grain imports in FY2016 is set at 4.0 
million tons. As of the first quarter of FY2016, food grain imports 
totaled 0.8 million tons, or 0.1 million tons of rice and 0.7 million tons 
of wheat. Public imports were 0.2 million tons of wheat alone, as 
stocks of rice are su�cient, but private imports of 0.6 million tons of 
wheat were accompanied by 0.1 million tons of rice.  

19. In FY2015, the government procured domestically 1.7 million 
tons of food grain (1.5 million tons of rice and 0.2 million tons of 
wheat), up from 1.4 million tons in FY2014. The government projects 
domestic food grain procurement in FY2016 at a matching 1.7 million 
tons (1.5 million tons of rice and 0.2 million tons of wheat). In the first 

The target for 
food grain 
production is 36.5 
million tons in 
FY2016 

Food grain imports 
totaled 5.3 million 
tons in FY2015 and 
0.8 million tons in 
the first quarter of 
FY2016 

The government 
procured 1.7 million 
tons of food grain 
in FY2015 and 0.5 
million tons in the 
first quarter of 
FY2016 



 

 
 

 

 

Macroeconomic Developments 7

quarter of FY2016, it procured 0.5 million tons of boro parboiled rice at 
Tk32 per kilogram. 

20. Against a plan to distribute 2.4 million tons of food grain in 
FY2015, the government actually distributed 1.8 million tons (1.2 
million tons of rice and 0.6 million tons of wheat). The largest 
distribution channel was the program Food For Work, followed by 
Open Market Sale, Essential Priorities, Vulnerable Group 
Development, Vulnerable Group Feeding, and Test Relief. The 
provisional budget estimate for public food distribution in FY2016 is 
2.8 million tons, with rice constituting 1.7 million tons and wheat 1.1 
million tons. In the first quarter of FY2016, the government had 
distributed 0.3 million tons of food grain (0.2 million tons of rice and 
0.1 million tons of wheat).  

21. After distribution, the closing public food grain stock at the 
end of FY2015 was 1.3 million tons (1.0 million tons of rice and 0.3 
million tons of wheat), which was 8.3% higher than a year earlier. At 
the end of the first quarter of FY2016, the government stock of food 
grain was 1.6 million tons (1.3 million tons of rice and 0.3 million tons 
of wheat). 

Industry

22. Industry grew strongly by 9.6% in FY2015, accelerating from 
8.2% in FY2014 on a robust domestic market and construction. Within 
industry, most subsectors performed well. Manufacturing growth rose 
to 10.3% from 8.8% in FY2014. Within manufacturing, small-scale 
industries grew by 8.7%, up from 6.3% in FY2014. The growth rate of 
large and medium-sized industrial enterprises rose to 12.4% from 9.2% 
in FY2014. Growth in mining and quarrying reached 7.5% from 4.7% in 
FY2014. Electricity growth accelerated to 6.9% from 4.5%, but water 
growth slowed to 10.3% from 10.9% in FY2014. Construction grew by 
8.6%, up from 8.1% in FY2014. Industry growth is expected to 
strengthen modestly to 9.8% in FY2016 with better performance in 
ready-made garment exports, manufacturing for the domestic market, 
and construction. The government’s supportive credit policies will 
help to boost activity in small and medium-sized industrial 
enterprises. 
 
23. According to the Bangladesh Bureau of Statistics, the 
quantum index for medium- and large-scale manufacturing firms rose 
by 12.4% in FY2015 over the previous year (Figure 3). The wearing 
apparel was up by 3.8% as textiles fell by 12.1%, base metals rose by 
24.6%, and tobacco products fell by 1.5%. Food products rose by 
39.9%, pharmaceuticals and medicinal chemicals by 42.8%, and other 

The government 
distributed 1.8 
million tons of 
foodgrain in FY2015 
and 0.3 million tons 
in the first quarter 
of FY2016 

The public food grain 
stock was 1.3 million 
tons at the end of 
FY2015 and 1.6 
million tons at the 
end of September 
2015 

Industry grew 
strongly by 9.6% in 
FY2015, and growth 
is expected to 
improve modestly to 
9.8% in FY2016  

The quantum index of 
medium- and large- 
scale manufacturing 
rose by 12.4% in 
FY2015 from 9.2% in 
FY2014 
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nonmetallic mineral products by 26.8%. Leather and leather products 
fell by 3.9%. Fabricated metal products except machinery rose by 
21.8%, printing and 
reproduction of 
recorded media by 
10.3%, coke and 
petroleum products by 
4.4%, rubber and 
plastic products by 
10.9%, and electrical 
equipment by 24.6%. 
Beverages fell by 5.4%. 
Wood and cork 
products rose by 10.9%; machinery and equipment by 18.7%; 
computer, electronic, and optical products by 40.7%; paper and paper 
products by 15.0%; furniture by 15.1%; motor vehicles, trailers, and 
semitrailers by 85.1%; and other transport equipment by 45.4%. 
Chemical and chemical products fell by 3.6%. 

24. The general index for small-scale manufacturing production 
(FY1996 base) rose by 
8.7% in FY2015 (Figure 
4). Food, beverages, 
and tobacco rose by 
7.6%,      and      textiles, 
leather, and apparel by 
9.0%. Metal products 
and machinery rose by 
20.8%; chemicals, 
rubber, and plastic by 
0.4%; basic metal 
industries by 7.2%; paper, printing, and publishing by 8.8%; wood and 
wood products by 3.9%; other manufacturing industries by 41.1%; and 
nonmetallic products by 27.3%. 

Services 

25.  Service sector growth edged up to 5.8% in FY2015 from 5.6% a 
year earlier on a pickup in hotels and restaurants, finance, real estate, 
and renting services. Services growth is projected to edge up to 6.0% 
in FY2016 on expectations of higher growth in agriculture and industry 
and of a stable political situation.   
 

The general index 
for small-scale 
manufacturing 
production rose by 
8.7% in FY2015, up 
from 6.3% in FY2014

Services growth 
accelerated to 5.8% 
in FY2015 and will 
rise further to 6.0% 
in FY2016
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Inflation 

26. Average inflation moderated to 6.4% in FY2015 from 7.4% in 
FY2014, reflecting large public stocks of food grains, normal weather, 
supportive monetary policy, and lower global prices for food and other 
commodities, which a steady exchange rate allowed to passed 
through to consumers (Figure 5). After a slowing trend during the first 
7 months of FY2015, year-on-year inflation was broadly stable in 
subsequent months, ending at 6.3% in June 2015, down from 7.0% a 
year earlier. Food inflation declined to 6.3% year on year from 8.0%, 
while nonfood inflation rose to 6.2% from 5.5%. 

27. The same inflationary pattern prevailed in the first quarter of 
FY2016. The latest 
o�cial statistics show  
inflation slowing to 
6.2% year on year in 
September 2015 from 
6.8% in September 
2014 as food prices fell 
(Figure 6). Food 
inflation declined to 
5.9%  from  7.6%,  while 
nonfood inflation rose to 6.7% from 5.6%.  

28. Inflation continued to be higher in urban areas than in rural. 
Urban inflation in September 2015 stood at 7.0%, unchanged from a 
year earlier. Urban food inflation moderated to 7.5% from 7.9%, while 
urban nonfood inflation rose to 6.4% from 6.1%. 

29. Rural inflation eased to 5.9% year on year in September 2015 
from 6.8% in September 2014. Rural food inflation slowed to 5.3% 
from 7.5%, but rural nonfood inflation rose to 7.0% from 5.3%. 

30. Average inflation is expected to moderate slightly to 6.2% in 
FY2016. Although higher public wages and upward adjustments to 
administered prices for 
natural gas and 
electricity from 1 
September 2015 may 
exert some inflationary 
pressures,   inflation   is 
expected to remain as 
projected for FY2016 
as the cautious 
monetary policy is 
expected to continue 
and the crop outlook to improve. According to the latest monetary 
policy statement from Bangladesh Bank, the recent rise in nonfood 

Inflation slowed to 
6.4% in FY2015 from 
7.4% in FY2014, 
mainly reflecting 
lower global prices 
for food and other 
commodities and a 
steady exchange rate 

Inflation slowed to 
6.2% in September 
2015 from 6.8% in 
September 2014 as 
food prices fell 

Average inflation is 
expected to ease to 
6.2% in FY2016 
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(nonfuel core) inflation warrants a cautious stance, which is expected 
to characterize monetary policy in FY2016, particularly regarding 
money supply and policy interest rates. Moreover, the fall in interest 
rates is not significant enough to outweigh concern about rising core 
inflation. The central bank is therefore refraining from an immediate 
easing of its policy rate, having decided to wait until the slowing trend 
in core inflation year on year is clearly sustained. 

Fiscal Management 

31. Revenue collection by the National Board of Revenue (NBR) 

as a share of GDP rose to 10.8% from 10.4% a year earlier.  

32. Revenue collection from income tax in FY2015 rose by 12.3%. 
Revenue from domestic indirect taxes grew by 12.1% in the same 
period. Collection from domestic value-added tax (VAT) rose by 
10.3%, supplementary duty by 15.5%, excise duty (confined to 
handrolled cigarettes, brickfields, and cinema halls) by 16.1%, and 
turnover tax by 0.6%. 

33. Revenue collection from indirect taxes on imports grew by 
15.3% in FY2015. VAT on imports increased by 15.5%, and 
supplementary duty by 21.3%. 

34. Tax reform now under way aims to simplify and rationalize the 
tax system. Tax calculation has been made simpler, the tax collection 
mechanism has been automated, and compliance with the standards 
and systems introduced by the World Customs Organization has 
improved. Administrative reform has achieved significant progress in 
various ways.  

35. The taxpayer service has been strengthened. The authorities 
have moved to broaden the tax base by expanding income tax and 
VAT coverage through rationalized supplementary duty and reduced   
exemptions; to improve revenue administration by further curbing the         

grew by 13.2% in 
FY2015 (Figure 7). This 
fell short of the full 
year budget target of 
16.8% because, 
collection e�orts were 
hampered by the 
political disruptions 
and various tax 
exemptions. Revenue  

National Board of 
Revenue collection 
rose by 13.2% in 
FY2015

FY2015 income tax 
collection rose by 
12.3%, while domestic 
indirect taxes grew by 
12.1% 

Import taxes grew by 
15.3% in FY2015 

Tax reform will 
simplify and 
rationalize the tax 
system
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discretionary authority of tax o�cials, automating tax reporting and 
collection, and operationalizing ASYCUDA World software; and to 
strengthen the land tax system. The Income Tax Department will 
spread   its   activities   through   85   upazilas   (sub-districts),  which  is  
expected to expand the tax net. 

37. To identify potential tax payers, the NBR has conducted a 
comprehensive survey in several locations. The aim is to expand the 
tax net by increasing the number of active taxpayers to 3 million by 
FY2019. Several reforms are in progress to attain the target. One 
reform is establishing separate taxes zones to accelerate tax collection 
at the source, streamline processing, and facilitate intensive 
monitoring. Further, the government has formulated a comprehensive 
plan to build capacity in the NBR to address money laundering and 
better exchange information for tax purposes. The government is also 
planning to establish income tax cells to collect information regarding 
money laundering and scrutinize the income of dual citizens, which 
will eventually build capacity to discharge responsibilities regarding 
international tax matters. Another reform intends to expand Tax Fair 
up to the upazila (sub-district) level. 

38. Of the 48 nonfinancial state-owned enterprises (SOEs), 34 
had earned a combined profit of Tk117.0 billion as of 22 April 2015, as 
the remainder incurred 
combined losses of Tk86.8 
billion. After rounding, the 
consolidated net profit of 
nonfinancial  SOEs recorded 
a modest increase of Tk1.7 
billion to Tk30.1 billion in the 
first 10 months of FY2015, up 
from a full year net profit of 
Tk28.4 billion in FY2014 
(Figure 8). The performance 
reflects the Bangladesh 
Petroleum Corporation moving from a loss of Tk23.2 billion to a profit 
of Tk34.5 billion because prices in the domestic market were left 
unadjusted as global fuel prices declined. Moreover, the profit earned 
by the Bangladesh Oil, Gas, and Mineral Resources Corporation rose               

The new VAT will go 
into e�ect in July 
2016 

A comprehensive 
survey is conducted 
to broaden the tax 
net 

Net profits of state 
enterprises rose 
modestly to Tk30.1 
billion as of 22 April 
in FY2015 from 
Tk28.4 billion in all of 
FY2014 

-120
-80
-40

0
40
80

120

FY2011 FY12 FY13 FY14 FY15e

Tk billion

Figure 8: Profits and Losses at State-
Owned Enterprises

Bangladesh Power Development Board
Bangladesh Petroleum Corporation
Bangladesh Telecommunications Regulatory Commission
Bangladesh Oil, Gas and Mineral Resources Corporation
Others
Total

e Estimate to 22 April 2015.
Source: Ministry of Finance. 2015. Bangladesh Economic Review 2015. Dhaka.

36. Regarding legislative reform, the Value Added Tax and 
Supplementary Duty Act, 2012 has been enacted and will become 
e�ective from July 2016. A draft direct tax code has been posted on 
the NBR website, and steps will be taken to secure parliamentary 
approval by next year. There are plans in principle for a 
comprehensive    reduction    in    maximum    rates    for    import    and 
supplementary duties in the budget for FY2017, which will eventually 
shift the revenue burden to individual, corporate, and value-added 
tax (VAT).  
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from Tk4.5 billion to Tk8.2 billion. These gains were largely o�set, 
however, by losses at the Bangladesh Power Development Board, 
which worsened to Tk87.2 billion from Tk68.1 billion, and lower profits 
at the Bangladesh Telecommunications Regulatory Commission, 
which contracted to Tk69.0 billion from Tk100.4 billion as earnings 
for mobile phone operators and international call termination rates 
both declined.  

39. The government was able to slash its fuel subsidy to Tk6.0 
billion in FY2015 from 
Tk24.8 billion in 
FY2014, owing to a 
sharp fall in the prices 
of both crude and 
refined petroleum 
products in the 
international market 
(Figure 9). The 
government spent only 
one-fourth of the total 
allocation to the fuel subsidy account in FY2015 budget. Nevertheless, 
preliminary estimates indicate that total subsidy spending rose by 
Tk56.6 billion to Tk274.2 billion (1.8% of GDP) in FY2015 from 
Tk217.6 billion (1.6%) in FY2014 because of markedly higher subsidies 
for power, exports, and other priorities, paid mainly to the Rural 
Electrification Board, Bangladesh Inland Water Transport Authority, 
and Trading Corporation of Bangladesh.  
 
40. Despite several upward adjustments to tari�s, the electric 
power subsidy rose by Tk29.0 billion to Tk90.0 billion (0.6% of GDP) 
from Tk61.0 billion (0.5%) in the previous year after fire forced the 
shutdown of one of the largest independent power plants and the 
consequent greater use of costly rental power plants. Fuel and power 
subsidies together equal Tk96.0 billion (0.6% of GDP), up by Tk10.2 
billion. Agriculture continued to be the major recipient of subsidies—
for fertilizer, diesel, and electric power support to farmers—but its 
subsidies rose only marginally to Tk90.0 billion from Tk89.7 billion in 
FY2014. 

 
41.  The subsidy total is expected to decline in FY2016 to Tk255.7 
billion  (1.5% of GDP), or 6.7% less than the revised estimate of 
Tk274.2 billion (1.8%) in FY2015, thanks mainly to low global fuel 
prices and expected upward adjustments to administered domestic 
electricity and gas prices. The government is committed to further 
enhancing the operational e�ciency of the Bangladesh Petroleum 
Corporation, starting with a thorough audit of its balance sheet by an 
international firm. The fuel subsidy for FY2016 has been projected at 

Subsidy spending 
rose to Tk274.2 
billion in FY2015 from 
Tk217.6 billion in 
FY2014

Subsidy spending is 
expected to decline 
to Tk255.7 billion in 
FY2016 
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Tk8.0 billion, up by Tk2.0 billion from Tk6.0 billion in FY2015. The 
electricity subsidy has been cut substantially from Tk90.0 billion to 
Tk80.0 billion and the export subsidy from Tk33.0 billion to Tk30.0 
billion. The agriculture subsidy, meanwhile, will remain unchanged at 
Tk90.0 billion, and the food subsidy will rise to Tk18.6 billion from 
Tk16.2 billion in FY2015. 

 
42. Fiscal spending in FY2015 rose to 15.8% of GDP from 14.0% a 
year earlier. The fiscal deficit rose from 3.6% of GDP in FY2014 to 
5.0%,   which   remained   within   prudent   limit.   Domestic   sources 
financed 72% of the deficit.  

43. In the first two months of FY2016, the fiscal deficit amounted 
to Tk181.9 billion, or 0.2% higher than a year earlier. Financing from 
domestic sources rose by 30.0%, from Tk67.3 billion to Tk87.4 billion, 
while net foreign financing declined to Tk94.5 billion. Government 
borrowing  from the banking system was, at Tk46.7 billion, higher than 
the Tk40.7 billion in financing acquired from other sources.  
 

Monetary and Financial Developments 

44. Monetary policy aims to contain inflation while supporting 
growth. In conducting monetary policy, Bangladesh Bank relied in 
FY2015 mostly on open market operations through regular auctions of 
Treasury bills with slight downward adjustments in their yields, and on 
repo and reverse repo operations to regulate liquidity growth in the 
banking system. Bangladesh Bank has kept its main policy (repo) rate 
unchanged  at  7.25%  as  average  inflation,  though  easing,  remained 
above the target of 6.2% for FY2016. Demand for Treasury bills rose, 
and interest rates on the longer-maturing Treasury bills declined in 
line with tighter central bank monetary policy. The weighted average 
yield of 91-day Treasury bills declined to 5.4% in August 2015 from 
6.9% in August 2014. The yields of 182-day bills declined to 5.9% from 
7.4%, and of 364-day bills to 6.3% from 7.9%. The weighted average 
yield of 30-day Bangladesh Bank bills was, at 5.3% in August 2015, 
unchanged from a year earlier.  

45. Broad money 
(M2) growth slowed to 
12.6% year on year in 
July 2015 from 16.5% in 
July 2014 (Figure 10). It 
remained lower than 
the half-yearly  
monetary program 
growth target of 15.0% 
for July–December 

At 5% of GDP,  the 
fiscal deficit in 
FY2015 remained 
within prudent limit

The government’s 
bank borrowing 
sharply rose in July– 
August of FY2016 

Monetary policy 
aims to contain 
inflation while 
supporting growth

Money supply 
growth is slower 
than the program 
target 
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2015. Slower growth in net credit to the government and in net foreign 
assets tamped down growth in broad money, though credit to the 
private sector rose marginally. Growth in net credit to the government 
fell by 2.4% in July 2015 from growth of 8.7% recorded in July 2014 as 
the government increasingly turned to financing the deficit through 
sales of national savings certificates. Notwithstanding slower 
domestic business activity, growth in credit to the private sector 
accelerated to 13.0% in July 2015 from 11.3% a year earlier, but 
remained below the target of 14.3% for December 2015. While 
domestic credit growth fell marginally to 10.1% in July 2015 from 11.1% 
in July 2014, the growth of net foreign assets also decelerated, to 
21.0% from 39.3%, reflecting slower growth in export earnings and 
remittances.  

46. Reserve money growth slowed to 7.0% year on year in July 
2015 from 23.5% in July 2014, falling significantly below the target for 
December 2015 of 
16.5% (Figure 11). 
Slower growth in the 
central bank’s net 
foreign assets and a 
steep decline in net 
domestic assets caused 
the slowdown in 
reserve money growth. 
The decline in net 
domestic assets reflects the continued large decline in central bank 
lending to the government and to deposit money banks. Growth in the 
central bank’s net foreign assets almost halved to 22.7% in July 2015 
from 40.9% a year earlier. While net claims on the government 
declined by 69.5% in July 2015, compared with the 59.7% decline in 
July 2014, claims on banks declined by 33.3%, compared with the 
33.8% decline in July 2014. 

47. Despite Ramadan and the festival season, the call money rate 
remained stable because of excess liquidity in the banking system and 
the central bank’s close monitoring of day-to-day liquidity in the 
money market. The interbank call money rate was 5.6% on a weighted 
average basis in August 2015, down from 6.5% in July 2014. 

48. Scheduled banks’ excess liquidity continued to rise and 
remained high at Tk1,244.8 billion at the end of July 2015, up from 
Tk1,075.3 billion at the end of December 2014. Although commercial 
banks’ interest rates declined, demand for credit fell because of 
sluggish investment demand, significant sterilization operations 
conducted by the central bank in line with its cautious monetary 
policy, banks’ tighter lending practices, reduced investment 

Reserve money 
growth is 
significantly below 
target 

Interbank call 
money rate 
remained stable 

Excess liquidity in 
commercial banks 
worsened
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opportunity in the stock market, and the heightened availability to 
entrepreneurs of low-cost overseas financing. These factors 
contributed to the buildup of liquidity in the banking system.  

49. Government borrowing outstanding through sales of national 
savings directorate certificates stood at Tk1,071.1 billion at the end of 
July 2015, up from Tk782.6 billion a year earlier. This underscores the 
growth slowdown in net credit to the government from the banking 
system. 

50. Commerical banks’ weighted average lending and deposit 
rates continued to be dragged down by sluggish business activity. The 
weighted average 
lending rate declined 
to 11.6% at the end of 
July 2015 from 12.8% a 
year earlier (Figure 12). 
The deposit rate 
declined to 6.8% from 
7.7%, remaining 
positive in real terms 
only because  inflation 
also fell. Commercial 
banks lowered the lending rate to attract corporate clients in response 
to lower private credit demand and sti�er competition among banks. 
High excess liquidity in the banking system contributed to the lower 
deposit rate. The interest rate spread inthe banking system narrowed 
to 4.8 percentage points in July 2015 from 5.1 percentage points in July 
2014.  
 
51. Despite tightened monetary policy, disbursement of industrial 
term lending was strong in FY2015, rising by 41.3% to Tk597.8 billion 
from Tk423.1 billion a year earlier. Although disbursement to large 
industries rose sharply by 56.5% (to account for 76.1% of total 
industrial term lending), and to small and cottage industries by 25.7%, 
disbursement to medium-sized industries (16.2% of total funds) rose 
by only a marginal 1.1%. 
 
52. In line with the central bank’s policy directives, loans to 
agriculture and small and medium-sized enterprises (SMEs) are being 
prioritized in light of their contribution to inclusive economic growth 
and job creation. Of the Tk164.0 billion targeted for new credit 
disbursement in FY2016 to agriculture, including nonfarm rural credit, 
Tk18.1 billion was actually disbursed in the first 2 months of the year, 
an increase of 6.3% over the same period of FY2015. Loans 
outstanding to SMEs reached Tk1.4 trillion in June 2015, recording 
13.6% growth over June 2014. The ratio of SME loans to total loans in 
the banking system fell marginally to 23.4% in June 2015 from 23.6% in 
June 2014. 

The interest rate 
spread narrowed to 
4.8 percentage 
points in July 2015  

Disbursement of 
industrial term 
loans rose strongly

Loans to agriculture 
and smaller 
enterprises are being 
prioritized 
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53. The half-yearly monetary policy statement for July–
December 2015 sets an explicitly pro-growth monetary policy toward 
supporting the 7.0 growth target and the 6.2 inflation target for 
FY2016. The statement projects that year-on-year M2 growth will 
remain within 15.6% in June 2016, and growth in credit to the private 
sector within 15.0%. Supportive monetary policy will promote 
investments through the strategy of selective easing after inflation 
reaches its target but without changing policy (repo and reverse repo) 
interest rates. To fund export development, Bangladesh Bank opened 
new medium- to longer-term financing windows that o�er exporters a 
total of $500 million in FY2016 to finance manufacturing enterprises 
and greening initiatives by export-oriented textile, apparel, and 
leather manufacturers. In light of the currently weak performance of 
exports, the central bank indicated that it might devalue the taka 
against the dollar. 
 
54. Financial soundness indicators for the banking system 
improved, notably in the decline in gross nonperforming loans (NPLs). 

commercial banks (SCBs). The gross NPL ratio for SCBs fell to 21.9% 
at the end of June 2015 from 23.2% at the end of June 2014, and the 
gross NPL ratio for specialized banks declined to 25.5% from 33.1%. 
While the gross NPL ratio for private commercial banks was, at 5.7% 
in June 2015, unchanged from a year earlier, the gross NPL ratio for 
foreign banks increased to 8.3% from  6.2%  in  the  same  period.  Net 
NPL ratios for all banks also declined, to 2.8% at the end of June 2015 
from 3.9% at the end of June 2014. Despite this positive development, 
net NPL ratios for SCBs and specialized banks remained significantly 
higher than the sector average, highlighting the need for further 
e�orts to reduce NPLs. Although the regulatory capital position of the 
banking system as a whole improved, in terms of their risk-weighted 
capital–asset ratio SCBs are still 3.7 percentage points short of 
meeting the regulatory requirement of 10.0%, while specialized banks 
had a larger shortfall. 
 

The ratio of gross NPLs 
to all loans in the bank-
ing system declined 
slightly to 9.7% at the 
end of June 2015 from 
10.8% at the end of 
June 2014 (Figure 13), 
mainly on the decline in 
NPLs held by state-
o w n e d 

The monetary policy 
statement for July– 
December 2015 sets 
an explicitly pro- 
growth stance  

Financial soundness 
indicators improved 
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55. The weak performance of SCBs remains a concern because 
their   NPLs   are   prevalent   and,   their   asset   quality   is   low,   which 
undermines the soundness of the entire financial sector. Although 
progress has been made toward improving SCB governance,  gradually 
firming up their capitalization, and maintaining prudent limits on 
credit growth, it is a challenge to ensure that undercapitalized banks 
adhere consistently to their memorandums of understanding with 
Bangladesh Bank to minimize risk and uncertainty. Bangladesh Bank 
has started strategic reform to change how it supervises banks and 
promotes a sound banking system, institution by institution and 
across the sector, shifting its strategy away from a compliance-based 
approach toward a forward-looking risk-based approach. 
 

Balance of Payments 

56. FY2016 started o� with weak export growth, as the first 
quarter recorded growth of only 0.8%, a shade below growth of 0.9% 
in the corresponding 
period of FY2015 
(Figure 14). Disruption 
to production early in 
2015 from political 
unrest, weak demand 
from leading export 
destinations, and 
unfavorable exchange 
rate movements 
against the euro 
combined to the slow 
export   growth.   A   stronger   taka   against   the   US   dollar   and,   in 
competitor countries, rapid currency depreciation and more favorable 
trade rules also depressed export earnings.  

57. Ready-made garment exports—accounting for 83.0% of total 
export earnings—grew by 3.3% in the first quarter of FY2016, up from 
0.5% growth in the corresponding period of FY2015. While exports of 
woven garments rose by 7.6%, earnings from knitwear fell by 0.6%. 
Garment exports to the European Union declined by 1.0%, but they 
increased by 14.9% to the US. While woven exports to the European 
Union rose by 7.5% and knitwear exports fell by 6.2%, woven exports 
to the US rose by 11.8% and knitwear exports rose by 23.2%. 

58. Among the other major export items, earnings from 
engineering products rose by 56.9%, raw jute by 126.6% and chemical 
products by 0.7%. 

59. Export earnings from the European Union—the country’s 
main export market—declined by 4.4% in the first  

Export earnings 
from the European 
Union declined 

State-owned 
banks need to 
improve their 
performance 

Exports grew by 
only 0.8% in July– 
September FY2016 

Garment exports 
rose by 3.3% in 
July–September 
FY2016 
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quarter FY2016 to $4.1 billion, accounting for 53.2% of total export 
earnings. Earnings from the US rose by 15.8% to $1.6 billion, 
accounting for 20.0% of the total. Export earnings from newer 
markets rose slowly. In the first 3 months of FY2016, export earnings 
from 13 such markets grew by 1.9% to $1.5 billion, or 19.4% of total 
export earnings.1 Garment export earnings from these markets 
increased by 4.7% to $1.0 billion, or 15.5% of total garment export 
earnings. 

60. Given the current trend of exports receipts, it will be challenging 
to reach the export target for FY2016 of $33.5 billion, which is 7.3% 
higher than actual exports in FY2015. Despite such e�orts as 
Bangladesh Bank’s opening of an export development fund with $500 
million, a strong currency is eroding exporters’ competitive position in 
Europe. Also adversely a�ecting exports is the delayed economic 
recovery in the major export destinations. Further, growth in garment 
exports from countries that enjoy more favorable trade terms under 
the Generalized System of Preferences (GSP) from the US and the 
euro area is outpacing growth in exports from Bangladesh, and those 
countries are becoming strong competitors. Bangladesh’s continued 
exclusion from the GSP operated by the US would stand in the way of 
Bangladesh joining the Trans-Pacific Partnership, a free trade 
initiative that includes such competitors as Viet Nam. However, 
progress has been made in improving safety standards and worker 
rights in the garment industry. Bangladesh needs to address the major 
challenges that hinder its competitiveness by improving, among other 
things, power supply, transport infrastructure, and ports and logistics.  

61. Import payments as recorded by customs fell by 3.0% in July–
August 2015 over the corresponding period of 2014, with weaker 
imports of food grains 
(mainly rice), 
consumer goods, 
intermediate goods, 
and capital goods 
(Figure 15). Food grain 
imports declined by 
48.7% as imports of 
rice plunged by 53.5% 
and wheat by 46.3%. 
Imports of consumer 
goods also declined, by 
8.2%, as imports of edible oil and pulses fell but those of sugar rose.  

                                                
1 Australia; Brazil; Canada; the People’s Republic of China; Hong Kong, China; India; 

Japan; the Republic of Korea; the Russian Federation; South Africa; Thailand; 
Turkey; and the United Arab Emirates. 

Attaining the 
export target for 
FY2016 will be a 
challenge 

Imports fell by 3.0% 
in July–August of 
FY2016 
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Imports of capital machinery declined by 14.2%, and imports of 
intermediate goods rose by only 1.7%, indicating continued stagnation 
in business activity. Among intermediate goods, fertilizer imports rose 
by 11.5%, textiles and articles thereof by 10.9%, and iron, steel, and 
other base metals by 16.9%, while petroleum imports declined by 
15.0%, plastics and rubber articles thereof by 11.2%, raw cotton by 
8.2%, and yarn by 1.6%. 

62. The value of import letters of credit opened during July–
August 2015 declined by 6.8% as a decline in letters of credit by 35.2% 
for food grains, 47.4% for petroleum and petroleum products, and 
28.3% for others outweighed a higher value of import letters of credit 
opened for capital machinery, by 11.5%, for machinery for 
miscellaneous industries, by 23.0%, and for intermediate goods, by 
14.9%. 

63. Earnings from remittance inflows declined by 1.9% to $3.9 
billion in the first quarter of FY2016 from the corresponding period of 
FY2015, when they totaled $4.0 billion. During the July–September 
2015 quarter, remittance inflows fell from the main sources: from 
Saudi Arabia by 7.4%, the United Arab Emirates by 2.7%, Kuwait by 
8.1%, and the United Kingdom by 3.4%. However, remittances from 
Qatar rose by 25.8%, Oman by 3.7%, Malaysia by 4.0%, and the US by 
4.6%. Despite the rise in overseas employment and the festive season, 
workers were discouraged from remitting through formal channels by 
the taka’s strength against the US dollar. As remittance plays a strong 
role in balancing private consumption demand and is one of the main 
drivers of economic growth, smooth inflows should be ensured by 
developing workers’ skills for jobs overseas and by managing exchange 
rates in a prudent manner. 

64. Despite the slight decline in remittance inflows, overseas 

100,565 in the corresponding period of FY2015. From a low base, 
recruitment in Malaysia rose by 1,360.8% and in Saudi Arabia by 
665.6%, while recruitment in Qatar rose by 23.8% and in Oman by 
20.3%. Meanwhile, the number of jobs in the United Arab Emirates 

employment for 
Bangladeshi workers 
rose significantly, by 
31.5% in the first quarter 
of    FY2016    from    the 
corresponding period 
of FY2015 (Figure 16). 
A total of 132,238 
Bangladeshis found 
jobs outside the 
country during the 
period, up from 

Import letters of 
credit fell by 6.8% 
during July–August 
2015 

Remittance inflows 
fell by 1.9% during 
July–September 
FY2016 

Overseas jobs for 
Bangladeshi workers 
rose by 31.5% in 
July–September 
2015 
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http://www.bangladesh-bank.org/pub/monthly/econtrds/sep15/statisticaltable.pdf
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declined by 22.0%, and those in Singapore rose only marginally by 
0.2%.  

65. Net foreign direct investment rose, but net receipt of foreign 
aid inflows fell. Net foreign direct invest was $316.0 million in July–
August 2015, up from $284.0 million in the corresponding period of 
2014. Net receipt of foreign aid, including both loans and grants, was 
$121.5 million in July–August 2015, down from $147.2 million in July–
August 2014. 

66. The trade deficit narrowed to $603.0 million in July–August 
2015 from $1.0 billion a year earlier, as growth in export receipts 
accelerated and growth in import payments slowed. Slower growth in 
remittance receipts notwithstanding, narrower deficits in trade, 
services, and primary income pushed the current account surplus up 
to $882.0 million in July–August 2015 from $253.0 million a year 
earlier. 

67. The combined capital and financial accounts recorded a 
surplus of $302.0 million in July–August 2015, down from the surplus 
of $696.0 million recorded in July–August 2014. Despite a lower 
capital and financial account surplus, a larger current account surplus 
pushed the overall balance to a higher surplus of $1.3 billion in July–
August 2015, up from the surplus of $782.0 million in July–August 
2014. 

68. Bangladesh Bank’s gross foreign exchange reserves rose 
sharply to $26.4 billion 
(more than 6 months of 
import cover) at the 
end of September 2015 
from $21.8 billion a year 
earlier (Figure 17). To 
prevent the taka from 
appreciating as the 
country’s current 
account surplus rose, 
Bangladesh Bank purchased large amounts of foreign exchange from 
commercial banks. In FY2015, these purchases reached $3.8 billion.  

Exchange Rate 

69. The weighted average nominal exchange rate of the taka 
against the US dollar remained largely stable at Tk77.8 = $1 at the end 
of June 2015, appreciating slightly (0.2%) from end–June 2014 (Figure 

Net foreign direct 
investment rose, but 
net receipts of 
foreign aid declined 

Narrower deficits 
in trade, services, 
and primary 
income fueled a 
higher current 
account surplus

The overall 
balance shows a 
higher surplus 

Gross foreign 
exchange 
reserves rose 
strongly 

The exchange 
rate remains 
stable 
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18). Lower growth in remittance receipts was balanced by lower 
import demand and higher export growth to keep the exchange rate 
stable. However, in nominal e�ective terms, the taka appreciated by 
9.9%  year on year in July 2015 on larger foreign exchange reserves. 
This and domestic inflation that outpaced inflation in Bangladesh’s 
trading partners caused the taka to strengthen in real e�ective terms 
by 14.9% year on year as of the end of July 2015, implying some 
erosion in export competitiveness. 

70. Despite nominal exchange rate stability, the taka has 
continued to appreciate in real e�ective terms since December 2012. 
Bangladesh Bank’s rapid accumulation of reserves strengthens the 
taka position, which 
eventually translates 
into a higher real 
exchange rate. As a 
result, goods produced 
in Bangladesh are 
becoming more 
expensive relative to 
those of its 
competitors. In 
addition, the major 
export competitors of Bangladesh, including India and Viet Nam, have 
been pursuing currency depreciation. Given the lackluster position of 
current export earnings and the declining trend for inflation, any 
attempt to hold the value of the taka in check would help boost 
exports from Bangladesh. 
 

Capital Market 

71. The Dhaka Stock Exchange (DSE) broad index grew by 2.3% in 
June 2015 over June 2014, reaching 4,583.11 (Figure 19). The market 
price–earnings ratio 
declined to 15.9 in June 
2015 from 16.4 in June 
2014. Since June 2014, 
19 new companies 
have been listed on the 
DSE. DSE market 
capitalization rose by 
10.3% in the year to 
June 2015. Net foreign 
portfolio investment is 
estimated to have fallen by a third to $618 million in FY2015 from $937 
million in FY2014.  
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72. The Chittagong Stock Exchange (CSE) selected categories 
index largely followed the trends of the DSE broad index. The CSE 
index rose by 1.0% in June 2015 from June 2014, and CSE market 
capitalization rose by 13.2% in the same period. 

73. The stock market was stable from June 2014 to June 2015, 
with no major rise or decline. The ongoing process of demutualization 
through the separation of trading rights from ownership and 
management in the Dhaka and Chittagong stock exchanges under the 
Exchange Demutualization Act, 2013 improves stability and 
transparency in the capital market. It eliminates conflicts of interest in 
decision making and clearly defines the roles of the regulators and 
players in the exchanges. The Financial Reporting Act, which 
established the Financial Reporting Council as the authority 
surveilling the auditing industry, greatly enhanced investor confidence 
in the capital market. However, further strengthening of the capital 
market depends on initiatives to introduce new financial products 
such as derivatives and sukuks (sharia-compliant financial 
certificates) along with an appropriate regulatory framework, attract 
the participation of strategic and institutional investors, and establish 
a credible government yield curve for the bond market.  
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Special Topic I: Private Investment
Issues, Potential, and Challenges  

 
2

 

Background 
 
74. Over the past few decades, Bangladesh has made remarkable progress, as measured by many 
indicators of economic and social development: increase in gross domestic product (GDP) per capita, 
reduction in poverty, and impressive improvement in its human development index. Yet this 
performance falls short of the aspirations articulated by the government in its Perspective Plan of 
Bangladesh, 2010–2021: Making Vision 2021 a Reality.  

 
75. In light of its experience of economic growth and progress in development since 

 
76. The experience of the Sixth Five-Year Plan, FY2011–2015 highlights how important investment
is toward realizing higher growth and employment. In developing countries like Bangladesh, most real 
economic growth is achieved through capital deepening. The experiences of the People’s Republic of 
China (PRC), other emerging economies of East Asia, and India point to the deepening of capital 
through higher investment in relation to GDP. All of these high-performing economies have 
demonstrated that higher growth rates are associated with (i) lower incremental capital output ratios 
and (ii) higher ratios of investment to GDP. One of Bangladesh’s major macroeconomic problems is 
continued stagnation in domestic private sector investment. This calls for special attention to identify 
the policy areas that need greater emphasis. To this end, Bangladesh can access technical and 
financial support from key development partners such as the Asian Development Bank. 

 Methodology 

 

77. This study analyzes the private investment scenario in Bangladesh in relation to di�erent 
macroeconomic indicators, toward identifying policy areas for development. It reviews several 
existing studies on private investment and uses secondary data for analysis. 

 

Macroeconomic Indicators and Private Investment Scenarios 
 

GDP Growth Rate 
 

78. The Bangladesh Bureau of Statistics has estimated GDP growth at 6.5% in FY2015 (ended 30 
June 2015) (Figure A1.1). This is 0.8 percentage points lower than the target of 7.3% in the FY2015 
budget. The Sixth Five-Year Plan had targeted GDP growth at 8.0% for that year. Over the past 5 
years, the average increase in the GDP growth rate has been 0.18 percentage points per year. Toward 
6.5% GDP growth in FY2015, agriculture contributed 0.5 percentage points, industry 2.7 points, and 
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Independence, Bangladesh has set the goals of graduating to upper-middle-income status by 2030, 
and becoming fully developed by 2040. The way ahead is full of challenges, however, notably 
scaling up all-important private investment to spur growth.  

The author is Professor and Chairman of the Department of Economics of the University of Dhaka.The views expressed in this 
article are those of the author, and do not necessarily reflect the views and policies of the Asian Development Bank  (ADB) or 
its Board of Governors or the governments they represent. She can be reached through E-mail: nazmadora@gmail.com



 

services 3.0 points. In the previous fiscal year, agriculture contributed 0.7 percentage points, industry 
2.3 points, and services 2.9 points (Table A1.1). 
 

 
 

 
Table A1.1: Contributions to GDP Growth, FY2011–FY2015 

Sector FY2011 FY2012 FY2013 FY2014 FY2015a 
Agriculture 0.8 0.5 0.4 0.7 0.5 
Crops 0.4 0.2 0.1 0.3 0.1 
Other agriculture 0.4 0.3 0.4 0.4 0.4 
Industry 2.3 2.5 2.6 2.3 2.7 
Manufacturing 1.6 1.7 1.8 1.6 1.9 
Other industry 0.7 0.8 0.8 0.7 0.8 
Services 3.3 3.4 2.9 2.9 3.0 
Taxes & subsidies 0.1 0.1 0.1 0.2 0.3 
GDP 6.5 6.5 6.0 6.1 6.5 

a Preliminary estimate. 
Source: Estimates using data from the Bangladesh Bureau of Statistics. 

 
Investment as a Percentage of GDP 

 
79. Investment as a percentage of GDP in the past 7 years is shown in Table A1.2. Investment as a 
percentage of GDP in di�erent five-year plan periods starting in FY1996 is shown in Table A1.3. 
Target and actual private investment as a percentage of GDP is shown in Figure A2.  Growth  in 
private sector investment has stagnated. In the earliest period, private sector investment as a 
percentage of GDP was 16.4% and GDP growth was 4.9%. In the second period, the corresponding 
figures were 19.2% and 5.5%. Private investment subsequently rose to 21.4% of GDP in the third 
period, when GDP grew at 6.0%, and in the fourth period to 22.1%, when GDP growth reached 6.4%. 
Stagnant private sector investment seemed to be a major problem in the Sixth Five-Year Plan. The 
modest increase in gross investment was entirely attributable to growth in public investment, which 
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Source: Bangladesh Bureau of Statistics.
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increased by almost 2.23 percentage points since FY2010 to 6.9% of GDP in FY2015. The entire 
increase in public sector investment was on account of the sustained expansion of the Annual 
Development Program, which aims to boost private investment. Even then, public investment failed 
to attract private investment or foreign direct investment—a failure that causes great worry and 
threatens sustainable development goals.  
 

Table  A1.2: Savings and Investment as a Percentage of GDP  
(Base year FY2006) 

Item FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015a

Investment 
  Public 
  Private 

26.2 
4.5 

21.7 

26.2
4.3

21.9

26.3
4.7

21.6

27.4
5.3

22.2

28.3
5.8

22.5

28.4
6.6

21.8

28.6 
6.6 

22.0 

29.0
6.9

22.1
Domestic 
savings 

19.2 20.3 20.8 20.6 21.2 22.0 22.1 22.3

National 
savings 

27.8 28.6 29.4 28.9 29.9 30.5 29.2 29.0

Incremental 
capital 
output ratio 

4.4 5.3 4.7 4.2 4.3 4.7 4.7 -

a Preliminary estimate. 
Source: Bangladesh Economic Review, various issues. 

 
Table A1.3: Investment and Savings as Percentages of GDP by Five-Year Plan Period 

Period Investment Private Public

Gross 
Domestic 

Savings 

Gross 
National 
Savings 

FY1996–
FY2000 22.2 16.4 5.9 18.2 22.6 

FY2001–
FY2005 24.8 19.2 5.7 20.8 25.4 

FY2006–
FY2010 26.2 21.4 4.8 20.5 28.3 

FY2011–
FY2015 28.3 22.1 6.2 21.7 29.5 
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Sources: Bangladesh Bureau of Statistics; and Ministry of Planning.
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80. The final draft of Seventh Five-Year Plan has set the GDP growth target at 8% in FY2020 
(Table A1.4). Toward realizing this, the domestic investment target is set as 34.4% of GDP in that 
fiscal year.  

Table A1.4: Macroeconomic Scenario of the Seventh Five-Year Plan 

Source: Seventh Five-Year Plan, Final Draft. 
 

81. Because much of the investment growth is projected to come from the private sector, issues 
related to private sector investment need special attention during the Seven Five-Year Plan, 2016–
2020. Public investment will need to be a catalyst. Public investment in nationally important mega 
projects and national policies for e�cient implementation need to play catalytic roles toward 
accelerating private investment.  
 

Incremental Capital Output Ratio 
 
82. The incremental capital output ratio (ICOR) measures the ratio of investment to growth, 
thereby indicating the availability and productivity of investment. One striking feature is that in the 
two recent periods, the productivity of investment has decreased as the ICOR deteriorated, as shown 
in Table A1.5. The ICOR increased during FY2006–FY2009 and FY2010–FY2014 over the ratio in 
FY1991–FY2005.  
 

Table A1.5: Incremental Capital Output Ratio 

ICOR = incremental capital output ratio. 
Source: Estimated from data obtained from the Bangladesh Bureau of Statistics. 

 
83. As more investment is needed to achieve higher growth, the productivity of investment has 
fallen. This development points to the alarming observation that a higher investment-to-GDP ratio 
alone will not ensure higher GDP growth. The productivity of investment needs to be enhanced.  
 

Saving–Investment Gap 
 
84. Since the early 1990s, much of investment has been financed by national savings. This is 
unusual in a developing country, most of which have faced saving constraints for a fairly long time. 
The expansion of national savings in recent years has exceeded the investment rate (Figure A1.3). 

Macro Indicator 
FY2014 

(Actual) 
FY2015 

(Estimate) 
Projections 

FY2016 FY2017 FY2018 FY2019 FY2020 

Real GDP growth (%) 6.1 6.5 7.0 7.2 7.4 7.6 8.0

Gross domestic 
investment (% of GDP) 28.6 29.0 30.1 31.0 31.8 32.7 34.4

Private investment (% 
of GDP) 22.0 22.1 23.7 23.9 24.4 25.1 26.6

Public investment (% of 
GDP) 6.6 6.9 6.4 7.1 7.4 7.6 7.8

National savings (% of 
GDP) 29.2 29.0 29.1 29.7 30.2 30.7 32.1

Period FY1980–FY1990 FY1991–
FY2005 

FY2006–
FY2009 

FY2010–FY2014 

ICOR 5.0 4.2 4.3 4.5 
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This indicates that there are other constraints on investment, the removal of which would allow a 
greater pace of capital accumulation. It also implies that existing macroeconomic policies 
inadequately convert savings into investment or mitigate the risk of capital flight. 
 

 
Nonperforming Loans and the Interest Rate Spread 

85. The banking sector in Bangladesh su�ers from a high rate of nonperforming loans, uneven 
interest rates, and limited competition. A major impediment to ensuring low investment costs 
through lower interest rates is the spread between deposit and lending rates. The average interest 
rate spread narrowed to 4.9% in March 2015 from 5.3% in June 2014 but is still quite wide compared 
with those of Bangladesh’s export competitors. 
 
86. Nonperforming loans as a share of all outstanding loans increased to 10.5% in March 2015 
from 9.7% in December 2014, indicating an unfavorable climate for private investment and the need 
for e�cient monitoring and good governance in the banking sector.  

 
A Way Forward
 
87. Bangladesh lags way behind the dynamic economies of East Asia. The country has potential, 
however, to accelerate growth by raising private investment with the help of stronger policies and 
their e�cient implementation. Bangladesh will have to create a favorable climate for investment by 
removing obstacles. Analysis of past experience in Bangladesh and in fast-growing economies in East 
Asia suggests the following areas for policy intervention. 
 
 Public Social and Infrastructure Investment to Facilitate Private 

Investment 
 
88. The Sixth Five-Year Plan recognized the need to substantially increase public investment, 
especially to upgrade infrastructure and strengthen human capital, which are important 
preconditions for increasing private investment, both local and foreign. The large infrastructure gap 
in Bangladesh is a major constraint on private investment. Good progress has been made in electricity 
supply, but substantial gaps remain in primary energy and transport, specially roads, bridges, and 
railways.  
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89. The experience of East Asian economies illustrates the importance of human capital for 
raising investment. Public investment on education is considerably below what is needed to improve 
education in terms of both coverage and quality at all grade levels.  
 
90. Actual public investment was substantially lower than targeted during the last plan period 
(Figure  A1.4).  There  were  two  reasons:  First,  public  investment  could  not  achieve  the  desired 
outcome because of a revenue shortfall, large subsidy expenditures, and complications related to 
implementation and bureaucracy. Second, public–private partnership (PPP) failed to shape up for 
various reasons, including institutional challenges and bureaucratic complications. 
 

 
 
91. Strengthening public investment should be the top policy priority, focusing on strong public 
resource mobilization and rationalization of spending, and with an emphasis on PPP. The scope for 
raising tax revenues is still large but requires modernizing the National Board of Revenue, the 
e�cient implementation of a well-designed tax structure, and good governance. Control of PPP 
needs to be shifted from the bureaucracy to a specialized professional agency that has international 
experience in formulating and managing PPP infrastructure projects. 
 

Investment Climate and Economic Competitiveness 
 
92. According to a cross-country survey by the World Bank and other global institutions, 
Bangladesh does not have a very encouraging investment climate. Its scores for enforcing contracts, 
obtaining construction permits, property registration, land acquisition, getting electricity and credit, 
investment protection, tax payment, and the resolution of insolvency are very poor, ranking 
Bangladesh at the very bottom globally. It takes 1,442 days to enforce a contract in Bangladesh but 
only 400 days in Viet Nam or 443 days in the PRC. According to the global competitiveness index, 
the PRC, India, Sri Lanka, and Viet Nam all outperformed Bangladesh by a wide margin. This weak 
competitiveness is a major constraint on foreign direct investment. Renewed e�orts are needed to 
reduce the cost of doing business through deregulation, improved infrastructure, simplified land 
procurement, and lowered land transaction costs, and the computerization of land records. Emphasis 
on regional cooperation in south Asia would help to enhance foreign direct investment. 
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Policies for Expanding the Labor Supply 
 
93. Bangladesh can enjoy the benefit of a demographic dividend. Policies can attract private 
investment by capitalizing on the country’s labor cost advantage through higher labor force 
participation, especially by women, strengthened through a focus on education, the provision of 
training and vocational education, and the elimination of social and economic discrimination. 
 

Acquiring Better Technology 
 
94. Acquiring better technology can help to enhance private investment. Partnerships with 
foreign direct investors, and attracting home skilled migrant workers, can bring better technology into 
the country, as can learning from the experience of East Asian economies. 
 

Reform of Macro, Trade, and Investment Policy 
 
95. All policies should be based on need and should complement and coordinate with one 
another. Policies should be reformed as and when necessary. 
 

Export Diversification 
 
96. Ready-made garments account for 80% of exports. There is scope for diversifying exports. As 
more favorable conditions for diversifying exports will encourage private investment in these areas, 
exploring policy options could enhance private investment.  
 

Financial Reform to Reduce the Cost of Borrowing 
 
97. Interest rates must be lowered to attract investment in Bangladesh. In the PRC, for example, 
the rate for export-oriented investment is only 5%, but in Bangladesh is still 13%. The spread between 
deposit and lending rates could be narrowed by decreasing the lending rate—made possible by 
improving administrative e�ciency and thereby reducing costs. The burden imposed by 
nonperforming loans is another constraint on narrowing the spread. Resolving this requires special 
attention to monitoring and good governance. 
 

Political Stability 
 
98. Investors add a risk premium for strikes, blockades, or other forms of political unrest when 
undertaking investments, to hedge their bets as they strive to predict conditions over the long term 
and their e�ects on investments. Stabile political institutions—and healthy political rivalry to exercise 
checks and balances on the exercise of political power—are therefore preconditions for improving 
the confidence of investors and thereby boosting the amount they invest. 
 

Good Governance 
 
99. Good governance has many dimensions; the rule of law, reduced rent seeking, and the end of 
corruption are all very important to a healthy investment climate, a�ecting flows of physical and 
human capital into and out of the country and the degree to which private investment is constrained. 
Enhancing productive investment depends on putting a stop to political interventions and enabling 
the development of independent institutions to govern banking, procurement, taxation, policy 
execution, and government employment. Corruption should be addressed strongly and directly. 
Surveys suggest that investors currently have to pay bribes at various stages, which add to the cost of 
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production and constrain private investment. Progress in enforcing the rule of law will help, along 
with deregulation and strengthened institutions, to reduce all sorts of corruption and thereby 
enhance private investment. 
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Special Topic II: Employment and The 
Labor Market in Bangladesh: Trends 

and Challenges 
Mustafa A. Rahman3 

Introduction 
 
100. Bangladesh is a small country, its 144,000 square kilometers ranking it 89th in the world. It is 
the most populous lower-middle-income country and, at 148 million, the eighth most populous in the 
world, with a population density of 1,028 per square kilometer. The labor force grew in 2005–2010 at 
a rate of 3.4% per annum, adding 1.8 million workers to the labor market every year (BBS 2011). 
Employment growth at 3.3% annually has managed to keep unemployment and underemployment 
low, but the absolute number of unemployed job-seekers, educated and not, is still considerable. At 
the same time, Bangladesh su�ers a shortage of the skilled workers demanded by the rapidly growing 
manufacturing and service industries that depend on information technology, even as information 
technology has failed to create as many new jobs as it has eliminated. This reflects a fundamental 
mismatch between what the market demands and what educational institutions supply. Further, 
female workers su�er discrimination from male coworkers because of discontinuity in their 
employment and their perceived low productivity. A bright spot is that expanded employment 
overseas has greatly mitigated the challenges arising from labor force growth and displacement, 
undoubtedly easing pressure on the domestic labor market. 

 

Employment and Unemployment in 1996–2013 
 
101. With its large population, meager investment, inadequate infrastructure, and small economy, 
Bangladesh is challenged to create employment. Despite its many problems and constraints, 
Bangladesh has achieved impressive growth in its gross domestic product (GDP), which has averaged 
6% in recent years. However, because economic growth has not spurred adequate job creation, the 
number of unemployed job-seekers has increased over the years. The World Bank (2012) reports that 
Bangladesh is the only country in South Asia with a labor force growing more quickly than 
employment in the last decade. Although the unemployment rate has remained remarkably low, at 
only 4.5% in 2010 (BBS 2011), unemployment and underemployment together reached as high in 
2010 as 24.0%. Underemployment alone increased from 16.6% in 1996 to 24.5% in 2006 before easing 
slightly to 20.3% in 2010. The decline of underemployment has been more pronounced for women 
than for men, but in 2013 female underemployment stood at 29.5%, or more than double the male 
rate of 13.1% (Tables A2.1 and A2.2). 
 
102. A remarkable achievement in the first decade of the current century has been the increase in 
female labor force participation. It doubled from 2000 to 2010, during which the whole labor force 
grew by 39.3%. Growth in female employment during this period was even more impressive at 105.1%, 
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against 38.7% growth in total employment. Women’s share of the labor force in 2010 stood at 30.3%, 
up from 21.1% in 2000 (BBS 2011). Studies suggest that job creation depends more on growth in 
particular sectors than on GDP growth overall because manufacturing, construction, and services 
usually demonstrate higher employment elasticity than do agriculture, mining, and utilities. Although 
Bangladesh is transitioning to a modern economy, with the share of agriculture in GDP falling from 
32% in 1996 to 18% in 2013, employment growth in recent years has been higher in agriculture than in 
manufacturing or services. 

 
103. With a growing population and a relatively small economy, Bangladesh has long been 
challenged to generate employment. The economy has undergone structural change since 
Independence in 1971, gradually moving away from agriculture toward industry and services. In 
FY2013 (ended 30 June 2013), the share of agriculture in GDP was only 17.2%, against 28.9% for 
industry and 53.9% for services (BBS 2014). Agriculture nevertheless remains the largest employer, 
providing 48% of jobs, against 35% for services and 17% for industry (BBS 2011). 
 

Table A2.1: Underemployment Rates in Bangladesh, 1996–2013 
(In percent) 

Underemployed 1995–1996 1999–2000 2006 2010 2013
Total 17.6 16.6 24.5 20.3 17.8
Male  13.0 7.4 10.9 14.4 13.1
Female 45.5 52.8 68.3 34.2 29.5

Source: Bangladesh Bureau of Statistics. Labour Force Survey, various issues. 
Table A2.2: Unemployment Rates in Bangladesh, 1996–2013 

(In percent) 
Unemployed 1995–1996 1999–2000 2006 2010 2013
Total 3.5 4.3 4.3 4.5 4.3
Male  2.8 3.4 3.4 4.1 3.0
Female 7.1 7.4 7.0 5.8 7.2

Source: Bangladesh Bureau of Statistics. Labour Force Survey, various issues. 

 

Labor Force Growth, 2000–2010 
 
104. The share of the labor force in agriculture increased gradually from 48.9% in 1996 to 51.7% in 
2003, at which point the trend reversed and the share went down to 45.1% in 2013. Between the labor 
force surveys of 2006 and 2010, growth in job creation outpaced the increase in the working age 
population but nevertheless trailed growth in the labor force. Meanwhile, employment growth slowed 
to 3.3% in 2010 from 4.4% in 2003, and the labor force participation rate increased marginally from 
57.3% in 2003 to 59.3% in 2010. The Sixth Five-Year Plan, 2011–2015 called for the creation of 1.8 
million jobs each year to accommodate the same number of new entrants into the labor market, and 
for 0.4 million workers to secure employment overseas during the plan period.  
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Table A2.3: Labor Statistics, 2000–2010 
(Average annual growth rate, %) 

Period Sex 

Average Annual 
Labor Force 

Growth 

Average Annual 
Employment 

Growth 

Labor Force 
Participation 

Rate 
3.754.46.4 llA 3002–0002

 Male 3.9 3.4 87.4
 Female 7.1 7.7 26.1

5.852.22.2 llA 6002–3002
 Male 1.2 1.5 86.8
 Female 5.5 4.6 29.2

3.953.34.3 llA 0102–6002
 Male 1.4 1.2 82.5
 Female 8.4 9.1 36.0
Source: Bangladesh Bureau of Statistics. Labour Force Survey, various issues. 
 

Nominal and Real Wages 
 
105. Nominal wages have increased by many multiples since the 1990s, particularly in agriculture. 
Nominal wages for male workers in agriculture increased from Tk36.83/day in 1993 to Tk292.00/day 
in 2015, an eightfold increase. Similarly, the real (rice equivalent) wage doubled from 3.3 kilograms 
per day in 1993 to 6.7 kilograms in 2015 (Rahman 2015). Data from the Bangladesh Bureau of 
Statistics show that average daily wage rates for both skilled and unskilled industrial workers in Dhaka 
increased from 2008 to 2013, by 22% for skilled workers and 30% for unskilled workers (BBS 2014). 
Data on male–female wage di�erentials at the macro level are not available from o�cial sources such 
as the Bangladesh Bureau of Statistics. However, the labor force survey of 2010 included the 
distribution of male and female day laborers by income and showed the proportion of female workers 
to be about the same in low- and high-income groups.  
 

Challenges 
 
106. The challenges facing the labor market in Bangladesh are enormous: employing a rapidly 
growing labor force, narrowing wage inequality by gender, creating productive employment, 
reassigning workers displaced by technological change, utilizing retiring laborers in productive 
pursuits, addressing unemployment among educated youth, promoting the employment of migrant 
workers in the face of changing demand overseas, and eliminating child labor. The first and foremost 
challenge ahead for Bangladesh is to modernize the economy while enabling it to absorb job seekers. 
The young generation poses two types of challenges, as in most developing countries: One segment 
of people aged 16–30 years are highly educated but unable to find jobs that use their skills and 
education, leaving them unemployed or underemployed. Another segment either lacks educational 
opportunities or drops out because of poverty or other causes.  
 
107. The problem may be partly attributed to the education system, which should be more 
e�ective at preparing people to meet labor market demand, as well as educating and training them. 
Unfortunately, education institutions have changed little as demand for labor has trended toward 
more skills and functionality. The corporate world is increasingly inclined toward online education 
instead of investing in conventional education, the massive infrastructure and manpower needs of 
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which mean low rates of return on capital. Rising costs have put high-quality education out of reach 
for most of the population.  
 
108. Meanwhile, rapid technological change and automation have forced many people aged 50–65 
out of work. The displaced workers find it di�cult to reenter into the labor market because of the 
mismatch between the skills they have and those employers need. Changes in market conditions 
induce employers to hire workers with diverse modern skills. This forces many displaced workers into 
either early retirement or jobs with low productivity and pay to match. The challenge to Bangladesh is 
all the more formidable because the economy is not strong enough to provide long-term 
unemployment benefits.  
 
109. Bangladesh has scored remarkable achievements in the past half century in raising the female 
labor force participation rate and women’s educational attainment. Despite advances in women’s 
labor force participation, however, women do not seem to earn as much as men. The evidence is that 
women workers in Bangladesh su�er disproportionately from inadequate and antagonistic policies in 
the labor market. Because of the preconceived notion that women are less productive than men, they 
receive lower wages. Women are never considered as partners in setting wages but must take 
whatever they are given.  
 
110. Studies show that female workers in Bangladesh are paid less than their male counterparts for 
work of equal value. In 2009, the average daily wage for women in agriculture was Tk50, while it was 
as high as Tk88 for men (Rahman 2011). In Thailand, women earn 11%–15% less than men who are 
similarly employed (Lawler et al. 1991). Female workers are paid less even though they work more 
than their male counterparts (Rahman 2012). The International Labour Organization found that 
females command only 44% of the male wage in Japan; 56% in the Republic of Korea; 58% in 
Singapore; 61% in Taipei,China; and 66% in Hong Kong, China (ILO 1997). 
 
111. One of the most severe challenges facing Bangladesh is to spell out what to do with seniors as 
life expectancy continues to climb. In Bangladesh, 4.2% of the population is aged 65 or older (BBS 
2011). Overseas employment is on the rise now, but Bangladesh is likely to face problems in the 
future as labor markets overseas shrink and increasingly favor skilled workers. Competition from 
other manpower exporters such as the People’s Republic of China, Pakistan, the Philippines, and Sri 
Lanka may pose sti�er challenges to Bangladesh in the future. Although child labor has been 
banished from garment factories, it has spread significantly to other sectors of the economy, to the 
deep concern of policy makers. It is a formidable challenge to educate children who have been 
rescued from exploitation and thereby return them to the mainstream of society and, eventually, the 
economy.  
 

Conclusion 
 
112. The labor market in Bangladesh has performed well in terms of promoting employment and 
reducing underemployment in the past 2 decades. Although employment growth was slower in 2010–
2013 than in the previous 5 years, the unemployment rate remained remarkably low. Growth in the 
labor force marginally outpaced growth in employment during the Sixth Five-Year Plan. Wages rose 
over the past 2 decades, in both nominal and real terms, in agriculture and in other sectors. The 
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government set the target of more than halving unemployment by 2021. This has to be achieved 
through structural change to the economy that favors sectors with elastic employment, such as 
manufacturing and services.  
 
113. Significant evolution toward more elastic employment may be di�cult to achieve in the short 
run, but the government may consider targeting inclusive growth. This will be di�cult but not 
impossible, as the past performance of the economy has demonstrated. Apart from e�orts to make 
growth inclusive, the government can emphasize two approaches to job creation. One would be to 
initiate programs to strengthen the social safety net and promote the hiring of the disadvantaged. 
The other would be to train workers and diversify their skills to meet the needs of markets for 
Bangladeshi workers abroad.  
 
114. Discrimination by gender continues to be a problem even as rising numbers of women begin 
to occupy important positions in almost all sectors of the economy. As a matter of policy, more 
resources should be provided for educating women to enable them to become more productive and 
competitive in the labor market. To narrow the wage gap, adequate legislation must protect the rights 
and privileges of female laborers. Legislation, such as to ensure equal pay for equal work, must be 
implemented in line with UN conventions. People older than 65 may have useful skills and a wealth of 
experience that other workers have yet to develop. It does not make economic sense to exclude them 
from the labor force, especially as many of them would enjoy working part time. The government 
must enact laws and regulations to take full advantage of this pool of experienced labor, and 
companies should adopt strategies to utilize them e�ectively and productively. Labor market 
problems will not abate until the government and companies together resolve issues involving 
education, the challenges of immigration, wage discrimination by gender, and the aspirations of 
laborers as a whole. 
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