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MACROECONOMIC DEVELOPMENTS 
 
Highlights 
 

 Macroeconomic management came under pressure in the 
first quarter of FY2012, with inflation rising rapidly, a sharp 
rise in government borrowing from the banking system, 
and growing pressure on foreign exchange reserves and 
exchange rate 
 

 Inflation, year-on-year, reached 12.0% in September 2011 
 

 Fiscal management faces challenges, with inadequate 
revenue resources, decline in aid absorption, and growing 
subsidies financed by higher bank borrowing 
 

 Greater coordination among monetary, fiscal, and 
exchange rate policies is essential for addressing 
macroeconomic challenges 
 

 Removing infrastructure shortages remains a major 
challenge 

 
Sector Performance and Economic Growth 
 
1. Bangladesh attained a respectable 6.7% growth in gross 
domestic product (GDP) in FY2011, aided by conducive policies, 
strong export growth, and favorable weather. GDP growth was 
broad based, with agriculture, industry, and services sectors all 
performing well.  
 
2. As the first quarter of FY2012 unfolded, major 
macroeconomic management challenges began to be 
experienced. Inflationary pressures, which steadily built up 
throughout FY2011, intensified in FY2012, with year-on-year food 
and nonfood inflation showing mostly rising trends. Higher 
international commodity prices and rapid money and domestic 
credit growth to both the private and public sectors fueled 
inflationary pressures. In addition to causing hardships for the 
poor, vulnerable, and the low income groups, and acting as a 
disincentive to saving, higher inflation will discourage investment 
and affect the country’s growth prospects.  
 
3. Trade balance widened with import payments growing 
faster than export earnings, and on a higher base. Rapid credit 
growth and continuing high international oil prices contributed. 
Higher demand for oil for fuel-based rental and quick rental power 
plants, rising demand for fertilizer, and growing import of capital 
goods put pressure on the external sector. The moderate pick up 
in remittances until the first quarter of FY2012 partly offset the 

Macroeconomic 
management faces 
growing challenges 

 

GDP growth in FY2011 
remained strong at 6.7% 

External balance came 
under pressure as oil 
import demand grew and 
global oil prices remained 
high 
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larger trade deficit, slightly narrowing the current account balance. 
Pressure on foreign reserves continued nonetheless, as foreign 
aid disbursements slowed, thus depreciating taka further.  
 
4. The absence of appropriate pass-through mechanisms 
and pricing policies in the face of swelling gaps between 
production/import costs, and administratively fixed retail prices led 
to much higher than projected subsidies on fuel and electricity.  To 
finance the subsidies, government borrowing from banks rose 
sharply. Inadequate revenue resources and lower aid absorption 
led to the larger borrowing. The interest payments on account of 
the borrowing will claim large shares of revenue resources in 
subsequent years, reducing resources allocated to productive 
uses. The higher borrowing will also crowd out private credit flows 
and add to inflationary pressures, with disproportionate burdens 
on the poor.   
 
5. Addressing infrastructure shortages remains a major 
challenge. Severe shortages in power, gas, port, and 
transportation facilities are impeding the county’s growth potential 
from being realized. The flows of foreign direct investment (FDI) 
continue to be affected by the weak domestic investment climate 
and slower global economic recovery. 
  
6. To address emerging challenges to macroeconomic 
management and enhance monetary and fiscal discipline, greater 
coordination among monetary, fiscal, and exchange rate policies 
is essential. The authorities need to weigh the implications for 
inflationary pressures and private access to credit, of the large 
growth in subsidies financed through bank borrowing against the 
option of orderly adjustments in fuel prices and electricity tariff to 
better reflect cost of production/import. Closer attention needs to 
be given to improving line agencies’ capacity for implementing the 
Annual Development Program (ADP) and enhancing the capacity 
to absorb aid. To reduce the large infrastructure deficit, private 
sector participation in infrastructure provision needs to be 
promoted, including through public–private partnerships. Business 
environment needs to be improved through deepening policy, 
legal, and regulatory reforms to encourage more FDI inflows.   
 
 Agriculture  
 
7. Aided by favorable weather conditions and continued 
policy support from the government, agriculture grew briskly 
(5.0%) in FY2011, following the strong growth of 5.2% in the 
previous year. The government ensured timely delivery of seeds, 
fertilizer, and other inputs, which were distributed at subsidized 
rates. The government also ensured uninterrupted electricity 
supply for irrigation also at subsidized rates, and set higher 
procurement prices. The government formed marketing clubs and 
established growth centers for marketing agriculture products. 

Growing subsidies lead to 
higher bank borrowing  

Monetary, fiscal, and 
exchange rate policies 
need to be better 
coordinated to address 
rising macroeconomic 
challenges 

 

Addressing infrastructure 
shortages remains a 
major challenge 

 

Favorable weather conditions 
and government support 
aided robust agriculture 
growth in FY2011 
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Extension services were also strengthened. Agriculture growth in 
FY2012 is however expected to moderate, mainly because of the 
previous year’s high base.  
 
8. The food grains production target in FY2012 is fixed by the 
Department of Agriculture Extension at 35.7 million tons, a 3.5% 
increase over the actual production of 34.5 million tons in FY2011. 
Aus (summer crop) production is targeted at 2.8 million tons on 
1.2 million hectares of land, a 28.9% increase over the actual 
production of 2.1 million tons in FY2011. Production of Aman 
(monsoon crop) is targeted at 13.3 million tons on 5.2 million 
hectares, 4.0% higher than the actual production of 12.8 million 
tons in FY2011. Target for Boro (winter crop) production is set at 
18.7 million tons on 4.8 million hectares, marginally higher than 
the actual production of 18.6 million tons in FY2011. Production 
target for wheat is fixed at 1.0 million tons on 0.38 million hectares 
of land, the same as in FY2011. Based on reports, prospects for 
aus and aman harvests are good this year, as weather was 
favorable, farmers had access to adequate agriculture inputs 
including balanced fertilizers, and crops were free of pest attacks. 
Farmers also adopted hybrid varieties and cultivated in previously 
fallow land to ensure better planned cultivation.   
 
9. The government set the procurement target for food grains 
in FY2012 at 1.2 million tons (1.1 million tons of rice and 0.1 
million tons of wheat), higher than the 0.5 million tons procured in 
FY2011. The total procurement (only of boro rice, starting 5 June 
2011) up to 31 October 2011 already stood at 0.8 million tons. 
 
10. Following the large build up in domestic food grains stock, 
the government lowered the current year’s food grains import 
target to 1.8 million tons (government commercial import of 1.7 
million tons and aided import of 0.15 million tons) from the actual 
import of 2.2 million tons in the previous year. Up to 31 October 
2011, total import of food grains stood at 0.7 million tons (rice 0.4 
million and wheat 0.3 million tons), of which public import was 0.5 
million tons and private import 0.2 million tons. 

 
11. To stabilize market prices and to relieve the burdens on 
the poor and low income groups, the government distributes food 
grains at subsidized prices through monetized and nonmonetized 
channels, including open market sales, fair price card, vulnerable 
group feeding, vulnerable group development, and rural and urban 
employment programs. Total food distribution target stands higher 
at 2.9 million tons in FY2012 against the actual distribution of 2.3 
million tons in FY2011. As of 27 October 2011, government 
distributed 0.5 million tons of food grains, 17.0% of the annual 
target.  
 
12. The government food grains stock is comfortable. The 
stock stood at 1.5 million tons (rice 1.3 million tons and wheat 0.2 
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million tons) up to 30 October 2011, nearly double that of the 
same period a year ago and reportedly the highest since January 
2000. The rise in food grain stock resulted from higher 
procurement from the domestic market and arrival of rice and 
wheat from previously signed contracts with grain exporting 
countries. The large stock is expected to act as a cushion against 
possible short term rise in food prices in the international market 
following the damage to crops by the recent floods in Thailand, a 
major rice exporter.  
 
13. Notwithstanding short-term policy support contributing to 
higher crop production, accelerated growth in agriculture in the 
medium term will depend primarily on enhancing land productivity 
and exploiting potential for diversification into higher-value crops 
for domestic and external markets. The potential for yield 
improvement and growth needs to be exploited through increasing 
coverage of irrigation and high yielding varieties, reversing soil 
degradation, and pursuing balanced development of cereal and 
other crops. The intensification effort needs to be directed to rice 
cultivation through several options, such as pursuit of a breeding 
strategy with focus on grain quality, shorter maturity, and hybrid 
and/or super rice offering bright prospects of increasing yields; 
adaptive research and effective research-extension linkages; and 
efficient water resource management.  
 
14. Within crop agriculture, public sector programs need to 
focus on key areas: agricultural research, extension, seed 
development, marketing linkages and information networking, soil 
fertility and fertilizer use efficiency, and integrated area and 
farming systems development.  
 
15. The strategic actions for diversification need to include: 
intensifying rice production to release land and other resources for 
nonrice crop cultivation; specific targeting of flood-free uplands; 
incorporating nonrice crops in rice-based farming systems; 
promoting agribusiness and agroprocessing; and investments in 
transport and communication infrastructure and information 
network. The food grain production strategy needs to avoid 
policies that might distort incentive regimes and discriminate 
against noncereal crops and agricultural diversity. The 
development of noncrop agriculture requires concerted efforts in 
improving breeds and management practices. Along with targeted 
measures to address technological and marketing constraints, 
homestead-based subsistence production requires credit and 
other support for effective organization of production and 
processing. 
 
16. To sustain high growth in agriculture, public and private 
investment will need to be boosted. Higher agricultural 
investments would require actions on two fronts: creating an 
institutional and policy environment that provides incentives for 

Strategic actions are needed 
for sector diversification  

Government’s current stock 
of food grains doubled at 1.5 
million tons 

Agriculture’s medium-term 
growth prospects would 
depend on productivity 
growth and diversification 
into high-value products 
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Figure 1. Growth of medium- and large-scale 
manufacturing production

accelerated private investment, and enhanced public investment 
in key areas where private efforts are inadequate. Public 
investment in agricultural research and development is needed to 
build capacity to accelerate technological progress. Site-and 
season-specific technologies and extension services, combined 
with credit and marketing services, should be emphasized. The 
management of the national agricultural research system needs to 
be improved, along with a move to institute a demand-driven 
research system. Extension services need to strengthen links 
between research institutions and those who can apply the 
research, such as farmers, nongovernmental organizations, local 
government institutions, and other service providers. A 
strengthened client-orientation by decentralizing program 
development to the upazila level is a priority. Efficient marketing 
requires public investments in rural infrastructure, electrification, 
developing regulatory frameworks, and availability of market 
support services, e.g., quality control, grades and standards, and 
market information. 
 
 Industry 
 

17. With strong rebound in exports and rise in domestic 
demand, industry sector growth picked up from 6.5% in FY2010 to 
8.2% in FY2011. A rise in the volume of exports to the United 
States (US), and relaxed rules of origin under the Generalized 
System of Preference (GSP) in European Union (EU) markets 
(effective January 2011) contributed to higher export of ready-
made garments (RMG), which account for a major share of 
manufacturing.  
 

18. The industry sector faces several obstacles including 
unmet demand for gas, power, and other basic infrastructure; 
weak business environment involving high transaction costs; lack 
of product chain integration; market isolation and undeveloped 
marketing; lack of standardization and quality control capacity; low 
factor productivity; and technological backwardness. The weak 
investment climate is affecting FDI inflows. Higher FDI inflows 
could significantly improve factor productivity and managerial 
efficiency, and remove market isolation and technological 
backwardness.   
 

19. During the first quarter of FY2012, import of industrial raw 
materials (e.g., yarn; 
iron, steel, and other 
base metals; dyeing 
and tanning materials; 
raw cotton) grew slowly 
or even declined. 
Growth in letters of 
credit (L/C) opening for 
industrial raw materials 

Rebound in exports and rise 
in domestic demand boosted 
industry growth in FY2011 

Further industry growth is 
constrained by infrastructure 
shortages and weak business 
climate 

Scaling up  public and private 
investment is vital for higher 
agriculture growth 

Industry sector performance 
could weaken in the coming 
months  
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Figure 2. Growth of small-scale manufacturing 
production

declined from 46.0% during July–September FY2011 to 18.5% in 
the same period of the current fiscal year. Although imports of 
capital machinery grew strongly (31.8%) in the first quarter of 
FY2012, the L/C opened in this period declined (37.3%), indicating 
a likely slowdown in industrial activity over the coming months.  
 
20. In FY2011, the general index for medium- and large-scale 
manufacturing rose by 17.7% (Figure 1). The major industrial 
category—jute, cotton, wearing apparel, and leather—posted a 
rise of 30.1%; chemicals, petroleum, and rubber production 
declined by 5.8%; food, beverages, and tobacco, up by 21.4%; 
fabricated metal products rose by 4.0%; nonmetallic products 
grew by 3.1%; paper and paper products, down by 0.7%; wood 
products including furniture rose by 2.9%, and production of basic 
metals was up by 34.5%.  

 
21. The general index for small-scale manufacturing, after 
declining in the first half of FY2011, finally rose by 3.3% in the full 
FY2011 (Figure 2). 
Food, beverages, and 
tobacco rose by 0.5%. 
Production of leather 
and apparel was down 
by 1.7%; metal products 
and machinery, up by 
17.0%; chemicals, 
rubber, and plastic, up 
by 5.7%; basic metal 
industries, up by 3.1%; nonmetallic products, up by 1.9%; paper, 
printing, and publishing, down by 1.7%; wood and wood products, 
up by 4.0%; and other manufacturing industries were down by 
0.5%. 
 
22. To raise the share of manufacturing in GDP to 30% as 
envisioned in the Sixth Five-Year Plan1, Bangladesh will need to 
diversify its industrial base. For the export market, the challenge is 
to develop industries with demonstrated export potential. 
Currently, RMG accounts for over 75% of total exports. Industries 
such as leather, pharmaceuticals, light engineering, shipbuilding, 
jute goods, frozen and processed foods and agricultural products, 
plastic toys and plastic products, medical instruments, toiletries, 
ceramic and melamine, electronics goods, and other labor-
intensive products also have good export potential. Prospects for 
domestic market-oriented industries are encouraging because of 
rising demand, rapid urbanization, and growing integration of 
agriculture with the industry sector.  
 

                                                 
1
 Government of Bangladesh, Planning Commission, Ministry of Planning. 2011. Sixth Five-Year Plan: 

FY2011–FY2015. Dhaka. 
 

Large and medium-scale 
enterprises grew briskly in 

FY2011 

Small-scale manufacturing 
showed mixed performance 
in FY2011 

Industry’s base needs to be 
expanded, focusing on export 
diversification 
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23. The pharmaceutical industry, the biggest among the least-
developed countries in terms of volume, expanded rapidly at 12% 
per annum during 2003 to 2008.2 Bangladesh has made 
significant strides in the export of pharmaceutical products. Export 
earnings from pharmaceutical products rose from $7.9 million in 
FY2003 to $44.3 million in FY2011, covering about 61 
destinations. The pharmaceutical industry produces about 8,000 
generic brands, which meet 97% of the domestic demand. 
 
24. Bangladesh has the potential to emerge as one of the 
major regional research and development centers for 
pharmaceutical research. Bangladesh provides a strong platform 
for off-shoring and/or outsourcing generic bulk and formulation 
drugs due to low wages and well-established pharmaceutical 
infrastructure. By establishing modern technical facilities, the 
industry can emerge as a regional hub for pre-clinical testing and 
clinical trials. Local manufacture of vaccines and injectables will 
enable Bangladesh to become self-sufficient in the production of 
formulations. The patent exemption through the trade-related 
intellectual property rights agreement under the World Trade 
Organization, and the government endorsement as a thrust sector 
have presented a perfect platform for the industry to increase 
pharmaceutical export. 
 
 Services 
 
25. The services sector accounts for half of Bangladesh’s 
GDP. Growth in the sector is driven by demand largely for 
services linked to agricultural and industrial expansion. In FY2011, 
sector growth edged up slightly to 6.6% from 6.5% in FY2010. 

During July–September FY2012, sector activities, including 

wholesale and retail trade, transport, telecommunications, health 
services, education, and financial services performed well. Growth 
in export and import boosted demand for transport and financial 
services. Telecommunications is growing strongly because of 
rising income and entry of new products. Demand for real estate 
remains buoyant because of rapid urbanization and population 
pressure in metropolitan cities. Nevertheless, with the likely 
moderation in agriculture and industry growth in FY2012, services 
sector growth is also expected to be slower than in FY2011.  
 
 Economic Growth 
 
26. Bangladesh’s near term growth prospects will depend 
critically on how exports and remittances—the country’s two main 
growth drivers perform in the face of the uncertainty in the global 
economy. Export growth has been slower in the first four months 
of FY2012 compared with the year earlier period reflecting the 

                                                 
2
 Analysis in paras. 23–24 draws on AT Capital Research, 17 April 2008, 

  Dhaka.  

Pharmaceutical industry 
shows significant promise  

Bangladesh provides an 
attractive place for 
outsourcing generic bulk 
and formulation drugs 

Services sector performance 
remained strong, aided by 
higher trade and rising 
income-induced demand  

 

Growth prospects in the 
near term will depend on 
how exports and 
remittances perform in the 
face of uncertainty in the 
global economy  
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delay in US economic recovery and unfolding debt crisis in the 
eurozone countries although the decline in raw material prices 
including that of cotton, also contributed. The pace of remittance 
growth has also been slowing, especially from the US and United 
Kingdom (UK). In addition, the credit tightening measures by the 
central bank and the continuing volatility in the stock market are 
likely to dampen domestic demand. The rapid growth in 
government bank borrowing in the face of an overall tighter credit 
environment will mean slower growth of credit to the private 
sector, affecting industrial production. The prevailing inflationary 
expectations are likely to discourage investment, and also impinge 
on growth prospects by affecting labor demand as wage 
pressures are built up. The growing pressure on the foreign 
exchange reserves may lead to lower imports, essential for 
expanding industrial production. The lower aid disbursement will 
likely affect project implementation, depressing aggregate 
demand.  
 
27. Realizing Bangladesh’s medium-term growth potential and 
achieving success in reducing poverty would depend on the 
country’s ability to quickly scale up investment. For the past half a 
decade, the investment/GDP ratio stagnated within the 24%–25% 
range. Investment/GDP ratio in Bangladesh is lower than those of 
other South Asian countries. In 2009, investment/GDP ratio for 
India was 35%, while it was 30% for Nepal and 25% for Sri 
Lanka.3 While public investment is low because of ADP 
underutilization, private investment is also well below what is 
required because of weak investment climate and acute 
infrastructure deficits, in the areas of power, gas, urban services 
and transportation. An undeveloped financial sector is also a 
major hindrance to higher savings mobilization and to boosting 
private investment.  
 
28. Annual FDI inflows to Bangladesh are below 1.0% of GDP, 
although other countries in the region are receiving major FDI 
inflows. FDI is not only essential for boosting overall investment, it 
is critical for raising total factor productivity, the prime long-run 
determinant of economic growth. Bangladesh needs to 
significantly improve the investment climate to attract FDI.     
 
Inflation  
 
29. Inflation is a 
growing concern. The 
headline inflation year-
on-year remained 
consistently in double 
digits since March 

                                                 
3
 Islam, Rizwanul. 2011. How fares the Bangladesh economy?  

The Daily Star. 17 March. Dhaka. 

Scaling up investment 
requires improving the 
investment climate, 
providing infrastructure, 
and improving financial 

sector performance  

Inflation reached a decade 
high of 12.0% in September 
2011 
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2011. This is causing erosion in the purchasing power of a large 
section of the people. At 12.0%, inflation was the highest in a 
decade in September 2011, up from 7.6% in September 2010 
(Figure 3). After slight declining to 11.4% in October, year-on-year 
inflation again rose to 11.6% in November 2011 compared with 
7.5% in November 2010. Strong aggregate demand and rising 
food and non-food prices have been the major contributors to the 
overall inflation. Faster growth in broad money and private credit 
and excessive government borrowing from the banking system, 
particularly from Bangladesh Bank added to the inflationary 
pressures. Taka depreciation, because of continued high import 
demand especially on account of sizable oil imports for rental and 
quick rental power plants also fueled inflationary pressures.  
 
30. Food inflation reached 13.8% in September 2011, although 
moderated slightly to 
12.5% in November, 
from 9.8% in November 
2010. Rural food 
inflation was 11.8% in 
November 2011, while 
urban food inflation was 
14.0% (Figure 4). As a 
knock-on effect of food 
price inflation and also 
reflecting pressures from the rapid credit growth, nonfood inflation 
grew, reaching 10.2% in November 2011 from 3.3% a year ago.  
 
31. The domestic rice market in Bangladesh has shown some 
volatility in recent years. 
After declining from the 
April 2008 peak, the 
retail price of rice 
(coarse) rose from the 
second quarter of 
FY2010 and reached 
the highest level of 
Tk34.65/kilogram (kg) in 
February 2011. 
Although the retail price witnessed some moderation from March 
2011, reaching Tk29.47/kg by June 2011, it further crossed the 
Tk30/kg mark from the beginning of FY2012, with the trend 
continuing thereafter. The wheat price showed identical trend, 
although at a different pace (Figure 5). 
 
32. Responding to higher inflation, and to discourage flows of 
credit to unproductive sectors, Bangladesh Bank raised repo and 
reverse repo rates by 50 basis points each to 7.25% and 5.25%, 
respectively in September 2011 from their June 2011 levels. 
Policy rates were raised several times in the previous year as well. 
Nonetheless, as money supply tightening measures work with a 

Domestic food grain prices 
showed volatility  

Bangladesh Bank raised 
policy rates and government 
strengthened public food 
distribution system to ease 

inflationary pressures 
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lag before they could have the intended effects in terms of 
dampening price pressures, it may take some time before 
inflationary trends could be reversed.   
 
33. To ensure food availability at affordable prices and to 
protect the poor and vulnerable, the government also adopted 
several fiscal measures. The government has been operating an 
intensive public food grains distribution system across the country 
until the ensuing aman harvest through different monetized and 
nonmonetized social safety net programs. To combat inflationary 
pressures in Bangladesh, monetary and fiscal measures need to 
be better coordinated.  
  
Fiscal Management 
 
34. Fiscal management came under considerable pressure in 
FY2012. Tax revenue, collected by the National Board of Revenue 
(NBR) in July–October FY2012 rose by 16.6%, sharply down from 
26.6% during the same period of FY2011 (Figure 6). Import-based 
taxes rose by 
13.0%, 
compared with 
19.5% in the 
same period of 
the previous 
year. Collection 
of import-stage 
value-added tax 
(VAT) showed 
only 2.5% 
growth although 
it grew by 27.5% in July-October FY2011. Collection from customs 
duty, however, improved, rising by 19.6%, up from 9.7%, and 
supplementary duty collection rose by 26.5% compared with 
24.5% in FY2011.   
 
35. The growth in revenue collection from domestic indirect 
taxes also slowed—rising by 15.0% in July–October FY2012 
compared with 31.5% in the same period of FY2011. VAT at 
domestic stage has risen by 13.2% in July-October FY2012, at a 
sharply lower pace compared with 32.3% in the corresponding 
period in FY2011.  Collection from income tax rose by 25.5% 
compared with 32.2% in the same period of FY2011.  
 
36. Foreign aid disbursement slowed down, with net foreign 
assistance declining from $216.5 million in the first 4 months of 
FY2011 to $80.5 million in the first 4 months of the current fiscal 
year. This put pressure on the government’s resources. Although 
ADP utilization did not pick up in the first 4 months of FY2012 
(15.0% of total allocation) (Figure 7), fiscal management came 
under intense pressure as current spending grew rapidly on the 

Fiscal management in 
FY2012 came under pressure 
 

With inadequate revenue 
collection, and foreign aid 
disbursement slowing down, 
fiscal space narrows  
because of higher subsidies 
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Figure 7. ADP implementation  (July–October)

back of high subsidy-related spending on fuel, fertilizer, and 
electricity. Selling at administratively fixed prices (not covering 
costs) of the large volume of fuel imported for the rental and quick-
rental power plants accounts for a major share of the growing 
subsidies. According to a recent report by the International 
Monetary Fund,4 fuel subsidies alone could amount to 1.6% of 
GDP in FY2012.  The same report estimates that subsidies could 
increase to 3.4% of GDP in FY2012 from 2.2% in FY2011.To 
finance the high subsidy spending, the government resorted to 
large borrowings from 
the central and 
commercial banks. 
During the first 4 
months of FY2012, the 
government borrowed 
Tk150.0 billion from the 
domestic banking 
system, which 
accounted for 80.0% of the targeted borrowing (Tk189.6 billion) for 
the entire fiscal year.  Of the total, Tk78.8 billion was borrowed 
from the Bangladesh Bank, while Tk71.8 billion was borrowed 
from commercial banks. Financing the subsidies reduces the fiscal 
space, affecting public spending on priority social and 
infrastructure sectors. The higher public spending because of 
subsidies is also putting pressure on the external current account 
by pushing up import payments. Short-term non-concessional 
borrowing by BPC has also put mounting fiscal and balance of 
payments pressures.  
 
37. To reduce fiscal burden, prices of power and fuel are being 
adjusted periodically. The average bulk power tariff was raised by 
11.0% (from Tk2.4 per kilowatt-hour [KWh] to Tk2.6 per KWh), 
and retail power tariff by 5.0%, effective 1 February 2011. Average 
bulk power tariff was raised again by 6.7%, to Tk2.8 per KWh 
effective 1 August 2011. Effective in two phases, the government 
further raised overall bulk power tariff by 33.6%; a 16.8% increase 
(from Tk2.8 per KWh to Tk3.3 per KWh) to be effective in the first 
phase from 1 December 2011 and another 14.4% increase (from 
Tk3.3 per KWh to Tk3.7 per KWh) to be effective in the second 
phase from 1 February 2012. The government has also been 
adjusting fuel prices. On 19 September 2011, prices of diesel, 
kerosene, petrol, octane, and furnace oil were raised (ranging 
from 6.0% to 19.0%). Effective 11 November 2011, the 
government again raised fuel prices ranging from 6.0% to 10.0%. 
Despite recent increases in power tariffs, average unit price is still 
inadequate to cover the cost of generation. An automatic 
mechanism needs to be introduced for domestic fuel prices to 
adjust with movements in world prices. To compensate the ultra 

                                                 
4
 International Monetary Fund. 2011.Bangladesh Article IV Consultation. 

 IMF Country Report No.11/314.Washington, D.C. 

Periodic price adjustments 
remain insufficient to offset 
the need for subsidies on oil 
and power  
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poor and vulnerable groups, social safety net measures would 
need to be strengthened and better targeted.   
 
38. Fiscal discipline needs to be enhanced through 
rationalizing subsidy spending by gradually adjusting fuel and 
energy prices, which will reduce borrowing from the banking 
system and also lower pressure on the current account by 
moderating import demand. The authorities also need to 
strengthen the capacity to absorb foreign aid through reforms, 
focusing on improving ADP implementation, and also take steps to 
expand the fiscal space by deepening tax reforms. 
 
Monetary and Financial Developments 
 
39. Broad money (M2) growth was 19.6% year-on-year in 
September 2011, moderating from 21.5% in September 2010, 
although higher than the FY2012 M2 growth target of 18.5%. 
Despite monetary contraction measures taken by the central bank, 
the higher than target 
growth resulted from 
high growth of 
domestic credit (26.2%, 
against the annual 
target 20.0% in FY2012 
and actual growth of 
20.3% in September 
2010). The growth in 
private credit 
moderated but still 
remained higher than the annual target (22.0%, against the target 
of 18.0%). Net credit to the government, accounting for 17.9% of 
domestic credit, grew rapidly (50.4%) (Figure 8). The growth in net 
foreign assets declined by 0.8% in September 2011, down from 
the 27.3% growth in September 2010 because of a rise in import 
payments. The rapid money and credit growth over the past 3 
years created strong demand-side pressures, contributing to the 
current high inflation in the country.  
 
40. Reserve money grew by 17.8% year-on-year in September 
2011, up from 10.4% in September 2010, although growth 
decelerated significantly compared with growth during the 
December 2010 to August 2011 period. The growth of net 
domestic assets of Bangladesh Bank was high (102.4%), 
reflecting high lending growth to government (55.5%) and the 
commercial banks (117.2%). High lending growth to government 
was necessitated by the need to finance growing subsidies, and 
high lending growth to commercial banks was caused by the 
growing liquidity demand in the banking system. The net foreign 
assets of the central bank declined by 6.1% in September 2011, 
significantly lower than the 21.4% growth in September 2010. The 

Fiscal discipline needs to be 
enhanced through 
rationalizing subsidy 

spending  

Reserve money growth rose 

sharply    

Money supply growth 
remained higher than the 
target   
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reserve money multiplier rose slightly to 4.7 at the end of 
September 2011, from 4.6 in September 2010.  
 
41. In tightening monetary policy, the Bangladesh Bank 
conducts regular auctions of treasury bills (T-bills) of different 
maturities with upward adjustments in their yields, and undertakes 
repo and reverse repo operations to regulate the growth of 
liquidity in the banking system. A large growth in credit to the 
government from the central bank, however, at least partly offset 
the efforts at monetary policy tightening.   
 
42. Interest rates on T-bills continued to rise, reflecting 
Bangladesh Bank’s monetary tightening measures. While the 
auction of 28-day T-bills has been suspended since July 2008, the 
30-day Bangladesh Bank bill has not been issued since December 
2010. The weighted average yield on 91-day T-bills stood at 8.1% 
in October 2011, significantly up from 2.9% in October 2010. The 
yields on 182-day T-bills rose to 8.4% from 3.8% and 364-day T-
bills to 8.7% from 4.5% during the same period.  
 
43. The interbank call money rate remained stable since the 
beginning of FY2012 because Bangladesh Bank increased its 
monitoring of the day-to-day liquidity position. On a weighted 
average basis, the rate was 9.6% in October 2011, higher than the 
rate of 6.2% in October 2010. 

 
44. The weighted average lending rate rose to 12.6% in 
August 2011, from 11.2% in September 2010. The deposit rate 
also rose to 7.4%, from 
6.0% in the same 
period. Despite the rise 
in nominal average 
interest rates, real 
average deposit rates 
remained negative 
because of the upward 
trends in inflation. The 
interest rate spread remained the same at 5.2 percentage points 
during this period (Figure 9). 
        
45. The disbursement of industrial term lending in FY2011 
stood at Tk321.6 billion, 31.3% higher than in FY2010. While 
disbursement to large industries (accounting for 68.3% of total 
funds) grew by 31.6%, and medium-sized industries (accounting 
for 24.8% of total funds) by 28.8%, disbursement of small and 
cottage industries rose by 38.8%. 
 
46. Applications were invited to set up new banks, in addition 
to the existing 48 banks. According to the guidelines issued, the 
minimum paid-up capital of a new commercial bank is Tk4.0 
billion. The new banks have to issue public shares within 3 years 

Bangladesh Bank tightened 

its monetary policy  

Disbursement of industrial-
term lending grew strongly 
in FY2011 

Lending rate rose  

Weighted average interbank 
call money rate remained 
stable   

Interest rates on T-bills rose  

Applications invited to set up 
new banks  
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from commencement of business. Guidelines set the minimum 
shareholding stakes of each investor at Tk10.0 million, and the 
maximum should not exceed 10% of the bank’s capital.   

 
47. The financial soundness indicators show marginally 
improved performance for the banking system. The ratio of gross 
nonperforming loans (NPLs) to total loans in the banking system 
dropped to 7.1% at the 
end of June 2011, from 
8.7% at the end of June 
2010. The gross NPL 
ratio for state-owned 
commercial banks 
(SCBs) remained high 
at 14.1% at the end of 
June 2011, although 
significantly declined 
compared with 20.5% 
at the same period last 
year. The gross NPL ratio for private banks marginally declined 
from 3.7% to 3.5% during the same period. However, NPL ratio 
rose for the foreign banks from 2.4% to 3.1%. The ratio remained 
high at 21.8% at the end of June 2011 for specialized banks 
(Figure 10). The net NPL ratios for all banks declined from 1.7% at 
the end of June 2010 to 1.3% at the end of June 2011. 

 
48. Progress has been made in complying with Basel II-
consistent requirements. The banking sector (in particular, the 
SCBs) nonetheless needs to better manage liquidity pressures, 
stock market exposures, and strengthen governance. The central 
bank’s supervisory capacity over commercial banks needs to be 
strengthened, considering the rapid growth of the Bangladesh 
banking system and equity market. Vulnerabilities in the financial 
sector also need to be addressed to ensure financial sector 
soundness and to reduce systematic risks. 
 
Balance of Payments 

 
49. After growing strongly year-on-year at 28.7% in July and 
32.2% in August, the first 2 months of the fiscal year, export 
growth slowed in 
September (2.4%) 
although it recovered 
somewhat (15.5%) in 
October 2011. Export 
growth of 20.8%, in the 
July–October period is 
slower compared with 
the same period in the 
past year (37.4%) (Figure 11). In addition, the demand for RMG 
products from Bangladesh moderated as eurozone debt crisis 

NPLs of the banking system 

declined 

Exports grew by 20.8% 

during July–October 

FY2012 
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unfolded and US recovery slowed. Diversification of RMG exports 
to new destinations, and the rise in exports of non-RMG products 
however contributed to the still-high growth in exports. The rapid 
taka depreciation also served as an encouragement to the RMG 
producers. 
 
50. RMG exports earnings—accounting for 78.1% of total 
export earnings—rose by 20.6% during July–October FY2012. 
Exports of woven garments rose by 25.1% and knitwear by 
16.9%. Knitwear exports to the US market recorded negligible 
growth (0.6%), contributing to the slower growth in overall 
knitwear exports. Among other major exportable items, earnings 
from frozen food (21.5%), leather (27.9%), and engineering 
products (23.7%) maintained healthy growth. 

 
51. Export earnings from EU rose by 25.6% during July–
October FY2012, benefiting from the relaxed rules of origin under 
EU’s GSP. However, export earnings from the US, the second 
largest destination for Bangladeshi products, fell by 0.7% during 
this period. The share of exports to the US market in total exports 
declined to 19.9%, from 24.2% during July–October FY2011. 
Export earnings from Canada, another major destination for 
Bangladeshi products, rose by only 11.3% during July–October 
FY2012. 

 
52. Export earnings from newly discovered markets grew 
robustly with exports rising by 71.7% to Japan and 78.4% to the 
People’s Republic of China. Export earnings from India rose by 
29.6%, benefiting from the enhanced market access to India. 
Rapid increase in growth rates of export earnings from Australia 
(48.9%), South Africa (53.0%), and Brazil (136.2%) also 
contributed to overall export growth. 

 

53. With the slow pace of recovery in the US and unfolding 
debt crisis in the eurozone, achieving the annual export target of 
$26.5 billion (15.6% growth over FY2011) could be a challenge. 
As higher interest rates on government debt in eurozone countries 
translate into higher borrowing costs for banks, the banks in turn, 
are tightening their liquidity standards. This is affecting credit flows 
to business and households. A recession will cause consumer 
demand to decline in Europe. This could dampen business, 
leading to lower demand for RMG and other exports from 
countries including Bangladesh. To maintain sales levels, retailers 
may need to cut prices more than usual, depressing export unit 
prices. Inadequate supply of gas and power could affect 
production, raise costs, and thus affect competitiveness of 
Bangladesh exports. 

 
54. Import payments grew strongly, by 23.2% in the first 
quarter of FY2012 (Figure 12), with high growth in imports of 
consumer and capital goods. Among the consumer goods, imports 

Garment exports rose by 

20.6% during July–October 

FY2012  

Achieving the export target 
of $26.5 billion in FY2012 
could be a challenge  

Export earnings from new 

markets grew rapidly  
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of edible oil rose by 43.9% and sugar by 135.1%, while imports of 
capital machinery rose by 31.8%. The volume of fuel and capital 
machinery import rose because of the newly set up fuel-based 
power projects. With the higher food grain stock, especially in the 
public sector, imports of food grains fell sharply by 45.5%. Imports 
of crude petroleum rose by 41.1% and fertilizer by 79.1%. 

 
55. During the first quarter of FY2012, the total value of import 
L/Cs opened rose slowly by 10.5% because of a decline in import 
orders of food grain and capital machinery, despite rapid growth in 
L/C openings for 
petroleum products and 
industrial raw materials. 
Although L/Cs for 
imports of industrial raw 
materials rose by 
18.5%, petroleum by 
107.3% and 
intermediate goods by 
74.0%, L/Cs for imports of food grain declined by 62.9%, and for 
capital machinery, by 37.3%. The lower international prices for 
raw materials (e.g., cotton) and the likely cut in food imports will 
contain the growth of import payments. The import bill is, however, 
likely to remain high with the expected rapid growth in oil imports.       

 
56. The growth in remittance inflows picked up from February 
2011, with average monthly growth of close to 15% maintained 
until August 2011. Remittance growth declined to 2.1% in 
September but rose again to 12.5% in October before declining 
again, by 8.3% in November 2011. Overall remittance inflows in 
the first 5 months of FY2012 rose by only 7.6% over the year 
earlier period. Monthly remittances from UK and US, two 
important sources outside the Gulf region, are falling in recent 
times, reflecting the slowdown in economic activities in these 
countries. With liquidity tightening by eurozone banks intensifying, 
credit availability for private investment in the Gulf region could 
shrink, affecting real estate and construction activities. This could 
reduce demand for workers from countries including Bangladesh, 
with negative implications for remittance inflows.  

 

57.   Overseas jobs for Bangladeshi workers however grew 
significantly by 70.9% 
in July–October of 
FY2012 (Figure 13). A 
total of 207,563 
workers found jobs 
abroad during this 
period, driven by a 
sharp rise in 
recruitment in the 
United Arab Emirates, Oman, and Singapore. Once they settle 

Import L/Cs rose slowly 

Remittances growth from 
the US and the UK slowed 

Overseas jobs for Bangladeshi 

workers rise 
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down in their new places of work, these workers will start sending 
remittances. New opportunity for Bangladeshi low-cost workers 
opened up in the Middle Eastern countries, especially Oman5 
following demand for wage hike by other manpower exporters 
such as India, Sri Lanka, and the Philippines. As the Government 
of Malaysia provided amnesty for thousands of Bangladeshi 
workers and the demand for Bangladeshi workers has been rising 
in Singapore for its shipbuilding industry, Southeast Asia could 
soon become a key recruiter of Bangladeshi low-cost workers. 
Also, as Saudi Arabia decided to recruit four categories of workers 
from Bangladesh soon and Iraq has also shown similar interest, 
overseas jobs for Bangladeshi workers are thus expected to rise 
in the medium term.  
 
58. FDI into Bangladesh has remained traditionally low.  
During the first quarter of FY2012, FDI rose to only $282 million, 
from $171 million in the corresponding period of FY2011. The 
continued low FDI inflows and decline in foreign aid inflows put 
further pressures on the foreign exchange reserves.  
 
59. Trade deficit widened to $1.8 billion during July–
September FY2012, from $1.5 billion in the same period a year 
earlier because of the larger growth in imports compared with 
growth in exports. Despite higher growth (11.8%) in workers’ 
remittances in this period compared with the same period a year 
earlier, the rise in the trade, service, and primary income deficit 
reduced the current account surplus to $307 million, from $622 
million in the corresponding period of FY2011. 
  
60. The combined capital and financial accounts recorded a 
lower deficit of $190.0 million during the first quarter of FY2012, 
from a deficit of $556 million in July–September FY2011 helped by 
the higher foreign direct investment and larger inflows on account 
of trade credit (a surplus of $188 million, compared with a deficit of 
$576 million in July–September FY2011). As a result, the overall 
balance of payments showed a lower deficit of $400.0 million in 
July–September FY2012, compared with the deficit of $426.0 
million in the corresponding period of FY2011. 
 
61. The overall balance of payments turned into a deficit in 
FY2011, for the first time in a decade, because of the combined 
impacts of rising food, fuel, and capital goods imports, and weak 
aid inflows. Fuel imports will account for a major share of import 
bill in FY2012. A further slowdown in the global economy may 
worsen the balance of payments by adversely impacting export, 
remittances, and FDI inflows. Continued deficits in balance of 

                                                 
5
  Out of 459,060 overseas jobs for Bangladeshi workers in January–October 

2011, Oman alone absorbed a total of 106,402 (23.2% of total) Bangladeshi 
workers.   
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payments will contribute to further losses in reserves and 
depreciation of the taka against the US dollar.   

 
62. Gross foreign exchange reserves of Bangladesh Bank 
declined to $9.3 billion 
(about 3.0 months of 
imports) at the end of 
November 2011, from 
$10.7 billion a year 
earlier (Figure 14). The 
continued rapid growth 
in import payments 
lowered foreign 
exchange reserves. 
Foreign reserves in terms of months of imports have been 
declining over the past several months.  
 
Exchange Rate 
 
63. The weighted average nominal (taka–dollar) exchange rate 
depreciated from Tk70.4 to $1 at the end of November 2010 to 
Tk76.6 to $1 at the end of November 2011 (a depreciation of 
about 8.0%) (Figure 15). Taka depreciated mainly due to rising 
import demand, and as the pressure on reserves intensified. 
Bangladesh Bank occasionally intervened in the interbank foreign 
exchange market 
to limit the 
excessive 
volatility in the 
exchange rate, 
while at the same 
time allowing 
taka to 
depreciate to 
ease pressure on 
the reserves. In October 2011, the nominal effective exchange 
rate depreciated by 6.0% year-on-year. The exchange rate in the 
curb markets remained higher than the interbank rates, reflecting 
overall excess demand for foreign exchange. Because of higher 
relative domestic inflation compared with those of its trading 
partners’, Bangladesh’s real effective exchange rate appreciated 
slightly by 0.6% year-on-year in October 2011, indicating erosion 
in export competitiveness.  
 
Capital Market 
 
64. The volatile trend in major stock market indicators 
continues in FY2012, following a sharp fall in prices in mid-
FY2011. The Dhaka Stock Exchange (DSE) general index 
declined by 32.7% by end-October 2011 from the level of end-
January 2011, reaching 5,036.5 points. Despite the listing of 10 

Both nominal exchange rate 
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Gross foreign exchange 

reserves declined  

Volatile trends in major stock 

market indicators continue 



19 

 

new companies (out of which six are mutual funds) in 2011, DSE 
market capitalization declined to Tk2.5 trillion by the end of 
October 2011, down 
from Tk3.3 trillion in 
end-January 2011, a 
decline of 22.6% (Figure 
16). A rapid price 
correction in the market 
is reflected in the 
declining trend of the 
market price–earnings 
ratio from 29.2 in December 2010 to 13.4 in October 2011.  
  
65. The Chittagong Stock Exchange (CSE) selective 
categories index followed trends similar to the DSE index. The 
CSE index declined by 33.1% by end-October 2011 from the end-
January 2010 level; CSE market capitalization also fell by 30.1% 
during the period.  
 
66. Measures earlier adopted to restore investor confidence in 
the stock market included advising commercial banks to reinvest 
their profits, instructing merchant banks to stop the practice of 
forcing clients to sell shares, and setting up the Tk50 billion worth 
of Bangladesh Fund to stabilize the market. Nevertheless, the 
downward market trends continued. On 23 November, the 
Securities and Exchange Commission (SEC) announced a 21-
point market stabilization package focusing on greater 
participation of financial institutions in stock trading, including 
extending the deadline for adjusting the single-borrower exposure 
limit of banks until 31 December 2013. While estimating capital 
market exposure, the banks are not required to take into account 
the loans they provide to their capital market subsidiaries and the 
long-term equity investment made by a bank in any company. The 
sponsor-directors of listed companies will have to own at least 
30.0% stakes of their respective companies.  To enhance access 
to market information, SEC will launch the ―Invest Advisory 
Service,‖ and to ensure corporate governance of stock 
exchanges, it will complete the proposed demutualization soon. 
The package also includes a plan to formulate a special scheme 
aimed at helping the small investors recoup their losses. 
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ENHANCING GENDER EQUITY IN ADB’S BANGLADESH OPERATION6 
 
A. Gender Status and Key Challenges 
 
67. Bangladesh has made impressive gains in several aspects of gender equality, notably in 
health and education. It nearly halved its fertility rates from 1990 to 2009, closed the gender 
gap in infant mortality, and rapidly improved overall child mortality rates. The garment industry 
employs mostly young women, and expanding access to microcredit has empowered women 
and improved their livelihoods. Many women now serve on local government councils. 
Important gender equality challenges remain, however. While changes in social attitudes are 
evident, women continue to suffer gender gaps in development that are often linked to social 
discrimination and violence. 

 

68. Education. Bangladesh has made major strides in closing the gender gap in enrolment 
in primary and secondary school, with girls outnumbering boys. However, large numbers of 
boys and girls remain out of school; attendance is poor, particularly among girls; and there are 
major concerns about the quality of education. Students remaining in the system do poorly on 
tests of knowledge and skills, with girls doing worse than boys. Girls suffer a higher dropout 
rate and lower completion rate in secondary education, and girls are far less likely than boys to 
receive private tutoring to compensate for the poor quality of education. Girls’ access to higher 
and vocational education is low. However, there has been a significant increase in the 
proportion of women teachers in primary schools. 

 

69. Health. Access to primary health care, including ante- and postnatal care, has expanded 
through targeted services in reproductive health care. Inequality in infant mortality has 
reversed, as infant mortality is now higher for boys than girls and, in 2009, females attained a 
life expectancy of 68.7 years, higher than males’ 66.1 years. The contraceptive prevalence rate 
rose from 9.6% in 1975 to 56.1% in 2009. Despite these significant achievements, women 
continue to have very poor access to reproductive health-care services, and maternal mortality 
remains unacceptably high. Only a little over 24.4% of pregnant women give birth under 
supervision of skilled personnel, and a large proportion are malnourished during pregnancy 
and lactation. The maternal mortality rate, at 259 per 100,000 live births in 2009, is falling but 
remains high by South Asian standards. Gender gaps in malnutrition are substantial, with 27% 
of children under 5 moderately stunted and 19% severely stunted. The risk of HIV/AIDS and 
other sexually transmitted diseases is worsening. Women also face health risks from violence 
and occupational hazards. 

 

70. Economic participation. The participation of women in the labor force has increased, 

raising the income of families. Microfinance programs have empowered large numbers of poor 

women. The young wage-labor force has increased, particularly in the RMG sector, which 

employs more than 2 million women. Programs on infrastructure, agriculture, and services have 

created wage and self-employment opportunities for women. Women are joining the migrant 

labor force and contributing to the economy through remittances. But, despite the increase in 

the number of women in the paid workforce, their participation rate is only half that of the men, 

and women’s employment continues to be concentrated at the low end of occupations in the 

informal sector, with low returns on labor and temporary terms. Male–female differentiation in 

wages is pronounced, with the percentage of female laborers in the lowest income groups 

                                                 
6
 Based on Asian Development Bank. 2010. Bangladesh Country Gender Assessment 2010. Dhaka. 
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almost double that of men. The major challenges are to recognize women’s economic 

contributions, address women’s lack of marketable skills or access to capital, enforce labor 

conditions in the formal and informal sectors, support the marketing of products produced by 

small and medium-sized enterprises (SMEs), and address social norms that hinder women’s 

wider participation in management and sectors traditionally reserved for men. 

 

71. Political participation.  Bangladesh has elected female heads of government, and the 
current cabinet has women heading several ministries. The share of women in Parliament rose 
beyond the required 15% quota in 2008 through party nominations.  Women’s participation in 
local decision making improved because of the 25% quota set for women in local government 
institutions. But women occupy few senior decision-making positions, still accounting for less 
than 10% of senior public sector officials despite a quota to encourage a higher proportion of 
women in class 1 and 2 posts. 

 

72. Violence: Gender-based violence remains prevalent, both within the home and in public. 

But reporting and discussion of violence is now more acceptable, as a consequence of tough 

new laws against such crimes, including human trafficking. Early marriage, dowries, and acid 

attacks are other forms of unacceptable violence against women. Human trafficking, particularly 

of women and children, are of grave concern, as is recent harassment of school goers. To help 

combat gender-based violence, the Government of Bangladesh enacted the Domestic Violence 

(Resistance and Protection) Act in 2010. The government confirmed its commitment to 

combating human trafficking in South Asia by signing the South Asian Association for Regional 

Cooperation Convention on Preventing and Combating Trafficking in Women and Children for 

Prostitution. 

 

73. Natural disasters. Women and children are the main victims of natural disasters, which 
worsen their risk of becoming landless, displaced, and crime victims. Natural disasters destroy 
women’s asset bases and limit opportunities for self-employment.  Climate change is expected 
to increase the frequency and severity of extreme weather events and thereby worsen the 
adverse impacts of natural disasters on poor women and children. These risks have been 
identified for addressing in the Bangladesh Climate Change Strategy and Action Plan. 

 

74. Economic crisis and food security: Women face economic crisis and price hike 
differently in managing the household food distribution and security. Women often take up low 
paid work to secure meals for children. In the process women from poor families refrain from 
taking meals or protein etc. during crisis further affecting their malnourished health. 

 

 
B. The Government’s Gender Strategy 
 

75. The government’s strategy for fostering gender equality is one of mainstreaming 
supportive measures in each sector of public support. The National Policy for the Advancement 
of Women calls for equality between men and women, elimination of discrimination against 
women, and measures for women’s advancement. The policy elaborates the institutional 
framework for implementation and envisages partnership with national and international 
nongovernment organizations and other stakeholders. 
 



22 

 

76. The Sixth Five-Year Plan identified several barriers to women’s advancement, including 

the feminization of poverty, discrimination, women’s limited economic participation, gender-

based violence, the trafficking of women and children, early marriage and dowries, and climate 

change threats. Gender considerations have been mainstreamed in the development programs 

of the Sixth Five-Year Plan. Sectoral policies on agriculture, food, labor, and industry 

increasingly refer to women’s involvement and rights. The commitment to increased women’s 

participation in public decision-making is reflected in legislative provisions that ensure a 

minimum percentage of women in both national and local governments. Gender-responsive 

budgeting has been introduced through the medium-term budgetary framework exercise. 

 

77. The Ministry of Women and Children Affairs, the focal point and catalyst for promoting 
gender equality, coordinates and monitors the gender-related activities of ministries through 
designated focal points, but its capacity to monitor and guide other ministries remains weak. 

 

78.  Bangladesh benefits from an active women’s movement with many organizations that 
deliver services, research problems and policies, raise awareness of issues and rights among 
women and the broader public, and advocate progress. The women’s movement in Bangladesh 
has made strategic use of the Convention on the Elimination of All Forms of Discrimination 
Against Women to advocate changes in laws and policies. 

 

C. ADB and other Development Partner Experience 
 

79. Asian Development Bank (ADB) promotes gender equality through a mainstreaming 

approach that aims to ensure that ADB assistance supports women’s development and 

empowerment. Projects’ gender action plans have proved to be effective at benefiting women 

equitably and contributing to achieving project goals. ADB has supported women’s participation 

in the economic arena by improving access to rural markets and through initiatives that provide 

agricultural training; facilitate crop diversification; and support livestock enterprises, SMEs, and 

agribusiness. ADB has supported women’s involvement and equal pay in infrastructure 

construction and maintenance. Urban primary health-care and environmental-health programs 

have focused on the health of women and children. Primary and secondary education programs 

have improved access for girls and increased the number of women teachers. Project 

orientation toward participatory approaches and good governance in the urban, rural, and water 

sectors have promoted women's effective participation in decision-making. 

 

80. Good progress has been registered in mainstreaming gender equality in ADB project 

and program assistance. Half of the Bangladesh projects approved from 1998 to 2007 had 

significant gender mainstreaming, or better than the ADB average of 32%, and an upward trend 

was sustained in 2008 with 62% and in 2009 with a record 100%. In 2010, a downward trend to 

25%—offset by a projected 80% in 2011—reflects the challenges and innovative approaches 

recently adopted to more effectively mainstream gender in hard sectors. ADB assistance 

program in Bangladesh has provided ample opportunity for gender mainstreaming, gender 

action plans have been designed rigorously but implemented flexibly, and long-term 

partnerships with key government agencies such as the Local Government Engineering 

Department have facilitated effective gender mainstreaming.  While progress has been good, 
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room for improvement remains. In transport, energy, and SMEs, only very limited progress has 

been made in incorporating gender equality into sectoral analyses or project planning, or in 

getting executing agencies to prepare and implement gender action plans. Gender targets need 

to be more precisely identified in design and monitoring frameworks, and adequate baseline 

data need to be collected for tracking progress. Project monitoring should include issues that go 

beyond women’s participation to gain a better understanding of how ADB projects contribute to 

gender equality and women’s empowerment. 

 

81. Other development partners. Development partners have identified gender as a 
crosscutting issue. Their support includes sector-wide approaches to health care and primary 
education that promote inclusiveness and access to services for the disadvantaged. 
Development partners provide support for projects in different sectors to raise women’s mobility, 
economic and legal empowerment, and access to water supply and sanitation services, as well 
as preventing the trafficking of women and children. The United Nations, led by the United 
Nations Population Fund, is supporting a project involving several ministries to combat 
gender-based violence. The local consultative working group of development partners on 
women’s advancement and gender equality in the past has supported integrating gender into 
the two strategies for Accelerated Poverty Reduction and tracks progress made in gender 
equality. The group, in which ADB participates, has provided support for including gender in the 
Sixth Five-Year Plan and identifying targets and indicators. 

 

D. ADB’s Gender Strategy 
 

82. Strategic focus and intended outcomes. ADB will support the government in 

implementing its national and sector-specific strategies for fostering gender equality and 

mainstreaming gender. ADB’s gender strategy in Bangladesh aims to ensure women’s 

empowerment and narrow gender gaps through measures that foster the participation of women 

and directly benefit them. The assistance program will aim to reduce income poverty among 

women; provide supportive policy frameworks for women entrepreneurs; expand women’s 

participation in economically rewarding agricultural practices and businesses; improve girls’ 

competency and completion rates in primary and secondary education; reduce maternal and 

infant mortality in urban areas; increase the effective participation of women in local governance 

and decision making; increase women’s mobility and access to improved infrastructure; and 

reduce wage gaps between women and men in ADB-supported projects. Intended outcomes 

include improved capacity in partner agencies and the country team to mainstream gender 

equity. 

 

83. Gender equity will be integrated into projects where relevant. Efforts will be made to 

raise the proportion of new projects classified in the ADB gender classification system as having 

a gender equity theme or effective gender mainstreaming at the design stage. ADB will aim to 

have the remaining projects classified as achieving at least some gender benefits. 

 

84. Gender mainstreaming will be incorporated at all stages of project processing and 

implementation. Project preparatory technical assistance will identify ways in which gender can 

be mainstreamed early on in project formulation. High-quality gender action plans will be 

prepared during project formulation and included in the project administration manuals and 
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project implementation guidelines. Gender performance targets, indicators, and benchmarks will 

be included in the design and monitoring frameworks of relevant projects. Sex-disaggregated 

data will be collected as part of project monitoring and evaluation. Resources will be allocated 

for implementing projects’ gender action plans, which will be regularly monitored and reviewed. 

Gender results will be regularly captured and reported in project progress reports. 

 

85. ADB will support the government’s objective of enhancing gender awareness and 

capacity by fostering gender awareness-raising and capacity development in the executing and 

implementing agencies of ADB-assisted projects. Close coordination will be maintained with 

other development partners active in promoting gender equality, particularly in the areas of 

knowledge provision and knowledge services. 
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