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MACROECONOMIC DEVELOPMENTS 
 
Highlights 
 
 Growth of gross domestic product (GDP) in FY2007 is projected at 6%. 

 
 The industry sector, lifted by strong external demand, continues to show 

strong performance. 
 
 Poverty declined by 1.8 percentage points a year between 2000 and 

2005. 
 
 Bangladesh faces several downside risks, including political uncertainty 

and infrastructure constraints. 
 
 Although fiscal management remains prudent, revenue collection has 

fallen short of projection. 
 
 Despite the tight monetary policy, high money and credit growth 

continues. 
 
 Overall balance of payments shows a surplus because of robust growth 

in exports and workers’ remittances, and subdued import growth. 
 
 Although declining, inflation remains high because of expansion of 

domestic credit and higher international prices. 
 
Agriculture 
 
1. Agriculture growth in FY2007 is likely to moderate from the 
postflood high growth of FY2006. Aided by favorable weather, agriculture 
growth in FY2006 rose to 4.5% (because of strong performance of crops, 
horticulture and fisheries) compared with 2.2% in FY2005. Favorable 
climatic conditions and adequate supply of high-yielding varieties and other 
agro-inputs provided the basis for the strong recovery in food-grain 
production in FY2006. At 27.3 million tons, food-grain production was 4.6% 
higher than in FY2005. 

Agriculture growth is 
likely to moderate 

2. Harvest of aus—the first rice crop of this year—is complete; 
production is estimated at 1.51 million tons, lower than 1.75 million tons in 
2005. With no serious crisis of agriculture inputs, such as seeds and 
fertilizer, aus production was affected by heavy drought in some parts of 
the country. The Department of Agriculture Extension set a cultivation 
target of 5.8 million hectares (ha) for aman rice. But the target seems to be 
ambitious. Scanty rainfall during the full transplant season and short supply 
of fertilizer, insecticide, and other inputs, affected the aman harvest in many 
parts of the country. The price of diesel was exorbitant and supply of 
electricity for operating irrigation pumps was inadequate. But the aman 
harvest is still expected to be higher than last year. Farmers in many parts 
of the country brought more land under cultivation for aman paddy. As it is 
almost totally rain-fed, this usually means it is more profitable than other 
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crops. In addition, aman needs less fertilizer and pesticides than other 
crops. With 
the advent of 
winter, 
farmers are 
preparing 
lands for full-
scale 
cultivation of 
winter crops, 
including 
boro, wheat, 
maize, 
pulses, and 
spices; with technical support from the Department of Agriculture 
Extension. 

Industry and Services 
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3. The industry sector, lifted by strong export-oriented manufacturing, 
continues to show strong performance. Based on production indices, output 
of medium-sized and large manufacturing enterprises rose by a robust 11% 
in FY2006, 
up from 
8.3% in 
FY2005. 
Output of 
small-scale 
industry 
during 
FY2006, 
rose by 
10.3%, from  
8.2% in the 
preceding 
year. But infrastructure constraints, including power shortages, deterred 
new investments and held back growth potential. 

Uptrend in industry 
continues   

 
4. During the first quarter of FY2007, the manufacturing sector 
continued to maintain steady growth as indicated by robust growth in 
manufacturing exports, import of industrial raw materials, and private sector 
credit. During the first 2 months (July and August) of FY2007, output of 
medium-sized and large manufacturing rose by 14.8% compared with the 
same period of FY2006. The services sector also continued to expand in 
line with rapid growth in industry. But if the political uncertainty in the 
country continues, manufacturing growth will be adversely affected. 
Besides slowing production and the growth momentum, political disruption 
would also affect competitiveness and the investment climate.  
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5. The garment industry is expanding rapidly in the post multifiber 
arrangement (MFA) environment with more than 30% growth in exports 
during the first quarter of FY2007. The number of factories increased from 
4,100 in 
FY2005 to 
4,220 in 
FY2006, 
highlighting 
major new 
investments 
even in the 
face of rising 
competition 
after the MFA 
phaseout. The 
garment 
industry, particularly knitwear, experienced a significant upsurge in new 
investments in recent months. During July–September 2006, 44 new 
factories were added in the knitwear industry with investment of $35.14 
million, creating more than 16,000 new jobs. The direct contribution of the 
garment industry reached about 13% of GDP in FY2006. It continues to 
play an indirect role in developing other areas of the economy, such as 
banking, insurance, shipping, and tourism. The industry employs about 2.2 
million workers and provides indirect employment to millions of workers, 
which greatly supports poverty reduction and social development drives. 

Garment industry 
growing rapidly 

  
6. Successful diversification of products and markets, increased 
backward linkage, supportive policy regime, and quota restrictions on 
selected items from the People’s Republic of China are among the primary 
forces driving the industry. The major factories are working to modernize 
their production units to meet buyers’ requirements for higher quality and 
new designs. Quality control systems were improved and price 
competitiveness remained resilient due to the low labor cost.  

 
7. Despite strong export growth, the full impact of the MFA phaseout 
cannot yet be assessed as buyers and retailers require time to shift their 
preferences to other producers. Producing a strong and diversified mix of 
high-quality and high-value-added textile and apparel products, engaging in 
full package production, and diversifying markets outside the European 
Union and United States may provide a good competitive edge over 
competitors. In addition, bilateral agreements and regional cooperation can 
help expand export markets and transfer knowledge and technology. Efforts 
to negotiate relaxation of rules of origin in the European Union market and 
explore the potential of entering uncharted markets such as Eastern Europe 
or the Middle East may be fruitful. A few producers are taking advantage of 
the Internet and communication technology to promote online marketing 
and sales; such efforts should be replicated in the entire industry.  

 
8. Although the labor situation has not yet significantly affected the 
industry, persisting unrest and social compliance issues may discourage 
buyers and take a big toll on export earnings. Political instability is a serious 
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threat to the thriving garment industry. If political disruption continues for a 
long time, the highly competitive sector would be badly affected because of 
supply and transportation difficulties, including shipment disruptions 
because of nonoperating ports. Exporters must deliver orders on time; 
failure to meet delivery deadlines might divert future orders to competing 
countries. 
 
9. Sustaining the high growth in the garment industry in the medium or 
long term needs significantly improved infrastructure, including power, 
roads, rail, ports, and other facilities. Besides easing port congestion, 
simplifying customs formalities is crucial to reduce clearance time to help 
producers cut valuable lead time. More investment is needed in the 
garments industry if Bangladesh wants to move from producing low- or 
medium-priced products to high-value-added designer items. Significant 
resources need to be devoted to product development research and design 
and employee training as high-end markets are sensitive to changes in 
fashion and style. Successfully operating in this segment of the market will 
need product and design innovation. Improving technology and employee 
productivity is a must since low-cost labor may not support price 
competitiveness in the long term. Entering and sustaining the high-value 
market, offering competitive prices and quality, and addressing social 
compliance are crucial for the garment industry to remain competitive.  

Sustaining 
competitiveness is a 
challenge for the 
garment industry 

 
  

High Potential for the Leather Industry 
 

The leather industry in Bangladesh has huge potential for expansion. Production 
of leather and leather goods shows a rising trend with growth exceeding 10% in 
recent years. The industry has 131 firms, with 96 engaged in leather processing 
(wet-blue, crust, and finished), 26 in footwear manufacturing, and 9 in leather 
goods production. The majority are export oriented. About 75% of the firms 
export their entire output. In FY2006, export of the industry including leather, 
footwear, and leather bags and purses stood at over $360 million, a 14% 
increase over FY2005. About 88% of crust leather and 97% of finished leather 
are exported, while wet-blue leather is mostly used locally to produce crust or 
finished leather. About 99% of the wet-blue crust and finished leather is sourced 
locally, while most machinery, chemical, and accessories are imported. More 
than 80% of the turnover is contributed by the leather processing units and 18% 
by the footwear industry. The sector employs more than 18,000: about 60% are 
skilled with more than 3 years of experience, 21% are semiskilled with less than 
3 years experience, and 4% are professionals.a
 
High productive capacity and availability of low-cost labor are the main strengths 
of most firms in the leather processing and footwear industry. Larger leather 
processing and footwear firms yield greater output of their investment and offer 
better prices to clients. Local availability of basic raw materials and stable global 
demand for Bangladeshi footwear are also among the favorable conditions, 
creating ample opportunity to expand local and export markets. Better 
management of quality and emphasis on product quality control are the major 
strengths of the leather goods manufacturing firms. The industrial policy and 
business environment is broadly investor friendly, and the firms have enough 
room for growth if higher value-added products are produced.  
 
To realize the industry’s full potential, efforts need to concentrate on increasing 

Leather industry has 
high potential 
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capital investments, improving infrastructure, upgrading technology and skills, 
and improving operational efficiency and product quality. Formulating and 
carrying out international standard environmental regulation and safety 
measures are also critical to avoid potential problems in environment-conscious 
importing countries.  
a German Technical Co-operation (GTZ). 2005. Census Study on Leather Sector in  
Bangladesh. Dhaka. (GTZ Progress (Promotion of Private Sector SMEs in Bangladesh). 

 
Economic Growth 
 
10. GDP growth has been steadily increasing in recent years, reaching 
6.7% in FY2006. Growth has been accompanied by sustained poverty 
reduction. Poverty declined by about 1.8 percentage points a year between 
2000 and 2005 compared with a decline of about only 1 percentage point a 
year in the preceding decade (pages 13–16 provide detailed analysis).  

Poverty declined by 
1.8 percentage points 
a year 

 
11. GDP growth is forecast at 6.0% in FY2007. The growth rate is 
expected to moderate, as more normal agriculture growth follows the 
postflood high-growth recovery of FY2006. The conditions for expansion in 
industry (aided by new capacity in garments and textiles, chemicals, and 
engineering) and services are expected to be favorable, although emerging 
infrastructure constraints pose problems. The main challenges facing the 
thriving garments subsector are emerging social compliance issues 
including labor unrest and infrastructure constraints rather than the adverse 
effect of abolishing MFA quotas.  

GDP growth is 
projected at 6% in 
FY2007 

  
12. Bangladesh faces several downside risks to its near- to medium-
term prospects. These include possible political disruption affecting the 
economy in the run-up to the general elections in January 2007 and 
infrastructure constraints, including the power shortage. Externally, volatility 
in oil prices and stiff competition following the MFA phase-out pose 
significant risks.  
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13. Although Bangladesh has significantly improved its business- 
friendly environment for sustaining higher GDP growth, infrastructure needs 
to catch up 
with other 
competing 
countries. 
Infrastructure 
constraints, 
including 
power and 
transportation, 
are critical 
impediments 
for moving on 
to a higher 
growth path. According to the World Bank’s investment climate surveys and 
Doing Business 2007, Bangladesh lags most competing countries in 
infrastructure development. Bangladesh faces severe power shortages. 

 

Several downside
risks
Infrastructure needs 
substantial 
improvement  
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Electricity outages occur 249 times a year; more than 70% of firms have 
costly generators that supply 19% of electricity consumption. In the 
People’s Republic of China and Thailand, generators make up only 2%–3% 
of electricity consumption. Because of weaknesses in transport 
infrastructure including road, rail, and ports, significantly more time is 
needed in Bangladesh than in neighboring countries to finish export and 
import. Bangladesh requires 35 days to export and 57 days to import. This 
compares adversely with neighboring countries such as India (export: 27 
days, import: 41 days), Pakistan (export: 24 days, import: 19 days), and Sri 
Lanka (export: 25 days, import: 27 days). Similarly, the cost of exporting 
and importing goods in Bangladesh is high. For example, the cost of export 
for each container in Bangladesh is $902 compared with $864 for India, 
$797 for Sri Lanka, $481 for Malaysia, and $335 for the People’s Republic 
of China.  
 
Fiscal Management 
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14. Although fiscal management remains prudent, revenue collection 
has fallen short of projections. During July–October of FY2007, the National 
Board of Revenue collected only 8.1% more revenue than during the 
corresponding 
period of 
FY2006. 
Political 
disruptions 
adversely 
affecting 
transport 
movement 
including port 
operations and 
customs 
clearance 
contributed to 
revenue shortfall. Import-based taxes declined, while domestic indirect 
taxes, income taxes, and other taxes recorded healthy growth. Among the 
import-based taxes, supplementary duties declined sharply, while value-
added tax at the import stage and customs duty recorded slight increases. 
Of domestic indirect taxes, domestic value-added tax and supplementary 
duties rose. Although imports recorded normal growth, import-based taxes 
registered negative growth because of reductions in customs duty and 
supplementary duties. Also, import growth was higher for items with lower 
rates of duties. Clearance by Bangladesh Petroleum Corporation of its 
imports of oil on a deferred payment basis, lower collection of 
supplementary duties from motor vehicle imports due to rate reduction, and 
lower revenue from sugar imports because of the large reduction in taxes 
on sugar partly contributed to the lower collection of import-based taxes. 
Although tax reforms and the rise in domestic economic activity increased 
income and domestic taxes, the increase in revenue was not large enough 
to offset declines in import-based taxes caused by the rate reductions.  

Revenue falls below 
projection 
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15. To reach the ambitious revenue target growth of 17.1% in FY2007, 
tax efforts need to be intensified along with strengthened supervision and 
monitoring. Implementation of ongoing tax reforms, modernization of the 
National Board of Revenue along functional lines, and strengthening of 
audit functions need to be accelerated. Tax exemptions and incentives 
need to be reduced, tax administration improved, and tax policy reforms 
implemented. The findings of the study on tax exemptions completed in 
August 2006, if implemented, will contribute to adopting new policy 
measures to broaden the tax base. In the wake of debt sustainability 
concerns centering on the domestic debt with significant contingent 
liabilities, increasing revenue collection will be important to maintain the cap 
on domestic borrowing. Revenue needs to grow fast enough to allow 
resources to support human capital development, physical infrastructure, 
and implementation of poverty reduction programs, while maintaining debt 
sustainability.  
 
16. The poverty focus of public expenditure has been strengthened with 
pro-poor expenditure in FY2007. But slow project implementation 
undermines efforts to wipe out poverty. Project implementation capacity 
needs to be strengthened with continuous monitoring of antipoverty 
program implementation. The latest upward adjustments in petroleum 
prices in June 2006 will cut losses of Bangladesh Petroleum Corporation; 
but sizable losses remain, which are covered by subsidies. Even after this 
increase, prices of kerosene and diesel are about 70% of breakeven. These 
subsidies need to be phased out to divert resources to more productive 
uses in building physical and social infrastructure. As part of a policy shift, 
the FY2007 budget includes Tk6 billion, which can be used to cover state-
owned enterprise losses for selling fuel below formula prices. The 
Government notified in mid-October of the increase in the urban power tariff 
effective January 2007, which will bring some relief to the Bangladesh 
Power Development Board and reduce inequity between urban and rural 
tariffs.  

Bangladesh 
Petroleum 
Corporation losses 
remain sizable 

 
Monetary Developments 
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17. Despite a cautious monetary policy stance, broad money recorded 
high annual 
growth of 
19.8% in 
September 
2006. Strong 
growth in 
domestic 
credit 
sustained the 
economy’s 
growth 
momentum 
providing 
access to 
finance for 

Broad money growth 
remains high 
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working capital, raw materials, and capital machinery. Reflecting higher 
credit demand, banks’ lending rates rose from 11.3% in December 2005 to 
12.1% in June 2006; deposit rates increased from 5.9% to 6.7%. Growth of 
credit to the Government moderated to 6.4% in the first quarter of FY2007 
after a rapid increase of 19.9% in the last quarter of FY2006 because of the 
financing spike in year-end government expenditure. With budgetary 
support partly replacing bank borrowing to finance oil purchases at high 
prices, growth of credit to the “other public sector” is expected to moderate. 
Private sector credit grew steadily at 17.7% in the year to September 2006, 
indicating continued high domestic economic activity. Net foreign assets of 
the banking system rose sharply in the year ending September 2006 
compared with negative growth during the previous year because of the 
improved trade balance caused by a further increase in exports and 
remittances. This, with the higher growth in net domestic assets caused by 
the higher year-end budgetary borrowing from Bangladesh Bank, resulted 
in steep growth in reserve money at 28.8% in the period.  
 
18. To dampen inflationary expectations and maintain currency stability 
by reducing excess liquidity, Bangladesh Bank maintained upward pressure 
on the yield of government securities with the weighted average yield of 28-
day treasury bills rising from 7% in December 2005 to 7.2% in September 
2006. The yield on 5-year and 10-year treasury bonds rose from 10.5% and 
11.7% in December 2005 to 10.9% and 12.5% in September 2006. With the 
restrained monetary stance, the reverse repo rate, the main monetary tool 
used to drain funds from the monetary system, rose from 5.5% in 
December 2005 to 6.5% in September 2006. The money market was stable 
during July–September of FY2007 with call money rates declining from 
10.8% in June 2006 to 7.4% in September 2006. Monetary conditions now 
need to be tightened to bring growth rates of broad money, reserve money, 
and private sector credit in line with Bangladesh Bank’s monetary program 
targets and contain inflationary pressures.  

Monetary conditions 
need to be tightened 

 
19. Steps taken, such as establishing a settlement system for 
secondary bond trading and introducing mark to market guidelines for 
treasury securities will improve operation of the interbank and treasury bill 
markets. Market-based auctions of treasury bills introduced on a trial basis 
from September 2006 (to be made a regular arrangement by November 
2006, under agreement with the International Monetary Fund as a condition 
for the poverty reduction and growth facility) will bring more flexibility in 
liquidity management. The separation of the Government’s cash 
management needs from its debt-financing operations by introducing the 
higher ways and means facility will strengthen the Government’s debt 
management operations.  
 
20. After the earlier delay caused by the court injunction, the divestment 
of Rupali Bank progressed with the announcement in August 2006 of a 
successful bidder and expected completion of the sales and purchase 
agreements before the end of 2006. Although capital shortfalls and low 
recovery of nonperforming loans of nationalized commercial banks (NCBs) 
are major concerns, efforts to restructure other NCBs to improve their 
financial performance have been stepped up. Bangladesh Bank continues 

 



9 

to monitor NCB compliance with memorandums of understanding with each 
NCB.  
 
Balance of Payments 

 
21. Exports continue to show robust performance with growth during the 
first quarter of FY2007 reaching 31.5% over the corresponding period of 
FY2006—a tribute to export-led manufacturing. Knitwear (35.9%) and 
woven garment (30.9%) exports surged sharply. Exports of frozen foods, 
leather, engineering products, and raw jute also recorded rises.  

Exports show steady 
growth 
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22. Although import growth has picked up and was 19.8% in the first 
quarter of FY2007, it was much lower than the increase in exports. Except 
for food grains and fertilizers, imports of most other items increased. 
Imports of 
industrial raw 
materials and 
capital 
machinery 
recorded 
healthy 
growth. The 
latest data for 
imports (in 
terms of letters 
of credit   
opened) 
during July–September of FY2007 show higher growth in the imports of 
consumer goods (except food grains), intermediate products, petroleum 
products, industrial raw materials, and capital machinery.  

Imports are picking 
up 

 

 
23. Oil import bills and their financing remain a source of strain for the 
balance of payments, despite moderation in international oil prices. But the 
overall balance of payments was sustainable because of solid export 
performance, 
robust growth 
in workers’ 
remittances, 
and subdued 
import growth. 
The trade 
deficit 
decreased 
during the first 
quarter of 
FY2007 to 
$417 million 
from $596 million during the same period of FY2006. The current account 
surplus increased to $408 million from $132 million, aided by 24.2% growth 
in workers’ remittances. The higher current account surplus along with the 
small deficit in the financial account led to a surplus of $133 million in the 

Current account 
shows a larger 
surplus 
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overall balance during July–September of FY2007 compared with a deficit 
of $131 million in July–September of FY2006. The foreign exchange 
reserves decreased to $3,447 million at the end of September 2006 from 
$3,484 million at the end of June 2006. The reserves declined further to 
$3,235 million on 8 November 2006, because of Asian Clearing Union 
payments of $315 million on 6 November 2006. 
 
Inflation and Exchange Rates 
 
24. Although declining, inflation remains high because of the expansion 
of domestic credit and the rise in commodity prices in the international 
market. The point-to-point inflation rate declined from 7.5% in June 2006 to 
6.9% in September 2006. The movement is explained by the change in 
food inflation, which decreased from 8.8% in June 2006 to 8.3% in 
September 2006. The nonfood inflation rate fell from 5.7% in June 2006 to 
4.9% in September 2006.  

Inflation remains 
high 
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25. Reflecting improvement in the current account balance, the taka 
appreciated against the US dollar by 3.6% between the end of May 2006 
and end of October 2006, with the weighted average exchange rate of the 
taka decreasing from Tk69.5/$1 to Tk67.1/$1. The rate increased to 
Tk72/$1 on 20 November in the wake of political uncertainty and higher 
dollar demand 
ahead of the 
Hajj pilgrimage 
in December 
2006. 
Bangladesh 
Bank, showing 
its 
commitment to 
the flexible 
exchange rate 
regime, limited 
interventions 
to counter disorderly movements in the foreign exchange market and aimed 
to maintain a comfortable reserve position. Adherence to the market-based 
exchange rate has served the economy well, adjusting smoothly to the 
external environment, especially in absorbing the oil price shock, protecting 
reserves, and supporting export growth.  

 Taka appreciation 
halted 

 
Capital Market Update 
 
26. The major capital market indicators showed an uptrend during the 
first 4 months of FY2007. The Dhaka Stock Exchange general index went 
up to 1,541.65 at the end of October 2006, registering a 15% rise over June 
2006. Market capitalization of the exchange climbed to Tk287.8  billion at 
the end of October 2006, compared with Tk225.3 billion in June 2006. 
Market trading improved considerably during this period, suggested by a 
54% increase in monthly turnover from June to October. The selective 
categories index of the Chittagong Stock Exchange went up to 2,255.87 at 

Capital market 
indicators improve 
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the end of October 2006, implying a 15% rise. Market capitalization and 
monthly turnover of the Chittagong Stock Exchange also had significant 
positive trends. The gains reversed the bearish trend in the capital market 
since the second half of FY2006. But the political crisis significantly slowed 
trading activity in November 2006. 
  
27. Power Grid Company of Bangladesh started trading in the stock 
exchange in October 2006 under the direct listing regulations to off-load 
shares. It was the second company to be listed with the stock exchange 
under direct listing rules as part of the Government’s broader goal to give 
state-owned power generation, supply, and transmission entities a 
corporate shape. Earlier, Dhaka Electric Supply Company made its debut 
on the bourses to off-load shares under the same process. Power Grid 
Company of Bangladesh will off-load 9,108,940 shares, each with a face 
value of Tk100. The company’s paid-up capital stands at more than Tk3.6 
billion with market capitalization of Tk5.5 billion. The enlisting and trading of 
two major power company shares will encourage other public and private 
companies to corporatize and off-load shares, which will broaden 
participation in the capital market.  
 
28. Successful negotiations in the privatization process of Rupali Bank, 
leading to a favorable offer price, will augment future prospects of 
privatizing the remaining nationalized commercial banks and other state-
owned enterprises. This will create a drive for improvement in the entire 
banking sector and capital market. If the recent upsurge in foreign direct 
investment and workers’ remittances continues, the capital market may 
strengthen if attractive investment opportunities are created. To increase 
participation by migrant workers and foreign investors, good governance 
and supervision mechanisms need to be in place as Bangladesh still lacks 
international standards in transparency of transactions. Adequate 
infrastructure, including technical support, should also be in place to ensure 
easy trading and less cumbersome procedural requirements. Broad-based 
investor participation from around the globe can significantly boost the 
investment climate and expand the scope of the capital market.  
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  THE 2005 HOUSEHOLD INCOME AND EXPENDITURE SURVEY 
  
29. To estimate poverty in the country, this section analyzes the data of 2005 Household 
Income and Expenditure Survey (HIES) of Bangladesh Bureau of Statistics (BBS) released in 
September 2006.1 Over the years, BBS used various methods to derive the poverty line: 
direct calorie intake, food energy intake, and cost of basic needs (CBN). Effective from the 
1995/96 HIES, the CBN method is used to derive poverty lines and poverty estimates. With 
the CBN method, poverty lines represent per capita consumption expenditure at which the 
members of a household can be expected to meet their basic needs (food and nonfood 
consumption). A household with per capita consumption expenditure falling below a given 
poverty line will be considered poor. In the 2000 HIES, CBN poverty lines were first 
estimated for a base year 1991/92, and then updated for 1995/96 and 2000.  

  
Sample Design 
 
30. A two-stage stratified sampling design technique was used to select samples for 
HIES 2005 under the integrated multipurpose sample design framework developed on the 
basis of the 2001 population census. The sample for HIES-2005 comprised 504 primary 
sampling units (PSUs) throughout the country: 320 PSUs in urban areas and 184 in rural 
areas. A PSU is defined as a cluster of about 200 households, equivalent to two contiguous 
enumeration areas used in the 2001 population census. The whole country was divided into 
16 strata; 6 rural and 10 urban. At the first stage, 504 PSUs were allocated to these 16 
strata. Proportional allocation was made while selecting the PSUs for the stratum. At the 
second stage, 20 households were randomly selected from each selected PSU. Total sample 
size of the survey was 10,080 households; 6,400 rural households and 3,680 urban 
households. 
 
CBN Poverty Lines for HIES-2005 
 
31. Following a decision of the BBS technical committee, the 2005 survey used the same 
food basket as the 2000 HIES. The food basket contains 11 items: rice, wheat, pulse, milk, 
oil, meat, fish, potato, other vegetables, sugar, and fruit. This food basket provides a minimal 
nutrition requirement of 2,122 kilocalories per capita per day, the same threshold used to 
identify the absolute poor with the direct calorie intake method. Comparing poverty rates over 
time requires that the CBN poverty lines are of constant value in real terms. To ensure this, 
CBN poverty lines were first computed for a new base year 2005, matched to 2000 for 
changes in the cost of living using an appropriate price index. As prices of some goods and 
services may vary between geographic areas, poverty lines were estimated at a 
disaggregated level. As the whole country was divided into 16 geographic areas (strata), 16 
poverty lines were estimated using the CBN method. The CBN poverty line has two 
components: (i) food poverty line and (ii) nonfood poverty line. To estimate the food poverty 
line, the cost of consuming the food basket was determined by computing unit values (value 
divided by quantity) for each item in the basket from the 2005 HIES. To capture the prices 
paid by the poor for these food items, a reference group of households were selected whose 
nominal per capita consumption expenditures belonged to the 2nd to 6th deciles. This 
reference group was found suitable in the prevailing poverty situation in Bangladesh. The 
first decile was discarded from the reference group because of noisy (disturbing) data. After 
having decided the reference group, the unit values for the items by geographic areas 
                                                 
1  This section is based on the support provided by the Asian Development Bank for the poverty estimates for the 

Household Income and Expenditure Survey of 2005 of the Bangladesh Bureau of Statistics.     
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(strata) were estimated from the 2005 HIES and thus 16 food poverty lines were estimated. 
Then two nonfood allowances—lower and upper—were estimated using the nonparametric 
method and added to the food poverty lines to derive lower and upper regional (stratum) 
poverty lines.  
 
Updating HIES-2000 Poverty Lines 
 
32. To compare the poverty rates of 2000 and 2005, the poverty lines of 2000 needed to 
be updated by the inflation rate between 2000 and 2005. This inflation rate was captured with 
a composite price index, which comprised a survey-based food price index and consumer 
price index (CPI) not based on food. The survey-based price index is a Tornqvist price index 
based on the food consumption module from the 2000 and 2005 HIESs. The respective food 
budget shares of the two HIESs were used as weights for computing the Tornqvist price 
index. The nonfood price index was constructed by taking the average nonfood CPI for the 
survey periods of 2000 and 2005. The ratio of the nonfood CPI for HIES-2005 to that of 
HIES-2000 was used as the nonfood price index (inflation rate). Finally a composite price 
index was constructed by aggregating food (Tornqvist) and nonfood price indices by using 
average food budget shares of HIES-2000 and HIES-2005 as weights for the food price 
index and the balance for nonfood CPI. All the food, and lower and upper poverty lines of 
HIES-2005 were then deflated by the composite price index to get the 2000 poverty lines. 
Now that the 2000 and 2005 poverty lines take into account the changes in cost of living, the 
poverty estimates derived using these poverty lines will be fairly comparable.  

 
Reliability of Survey Data  

 
33. Standard errors of some key variables from HIES-2005 were computed to test the 
reliability of the estimates of some key indicators. The indicators are poverty measures (head 
count, poverty gap, and squared poverty gap), household income, consumption expenditure, 
and food expenditure. The standard errors found for these indicators were very much within 
the tolerable limit.  

  
Main Findings from HIES-2005 
 

Head-Count Rates  
 

34. The head-count rates show the incidence of poverty for HIES-2005 using the upper 
poverty line at 40% national, 43.8% rural, and 28.4% urban. The corresponding rates for 
HIES-2000 were 48.9%, 52.3%, and 35.2%. Head-count rates based on the lower poverty 
line stand at 25.1% national, 28.6% rural, and 14.6% urban in 2005. For 2000, the 
corresponding rates were 34.3%, 37.9%, and 19.9%. This clearly shows that poverty head-
count rates in Bangladesh based on lower and upper poverty lines declined significantly 
between 2000 and 2005 for national, rural, and urban poverty. While all divisions, except 
Barisal and Khulna, had significant reductions in poverty, the greatest was in Dhaka, 
Chittagong, and Sylhet divisions. 
 
 
 
 
 

 



15 

Incidence of Poverty (Head-Count Ratio): Upper Poverty Line 
 

Region/Division National Rural Urban 
 
2005 
      National     
      Barisal 
      Chittagong 
      Dhaka 
      Khulna  
      Rajshahi 
      Sylhet 

  
 

40.0 
52.0 
34.0 
32.0 
45.7 
51.2 
33.8 

   
 

43.8 
54.1 
36.0 
39.0 
46.5 
52.3 
36.1 

 
 

28.4 
 40.4 
27.8 
20.2 
43.2 
45.2 
18.6 

2000 
      National 
      Barisal 
      Chittagong 
      Dhaka 
      Khulna  
      Rajshahi 
      Sylhet 

  
48.9 
53.1 
45.7 
46.7 
45.1 
56.7 
42.4 

  
52.3 
55.1 
46.3 
55.9 
46.4 
58.5 
41.9 

  
35.2 
32.0 
44.2 
28.2 
38.5 
44.5 
49.6 

Source: Bangladesh Bureau of Statistics. 
 
Depth and Severity of Poverty  
 
35. Poverty gap (depth of poverty) and squared poverty gap (severity of poverty) also 
declined in 2005 compared with 2000. Using the upper poverty line, the poverty gap was 
estimated at 9.0% in 2005, recording a 3.8 percentage point reduction over 2000. Similarly 
the squared poverty gap declined to 2.9% in 2005 from 4.6% in 2000.  
 

Poverty Gap and Squared Poverty Gap, HIES-2005 
  

 Poverty Gap Squared Poverty Gap 
Area Lower Upper Lower Upper 
National 4.6 9.0 1.3 2.9 
Rural 5.3 9.8 1.5 3.1 
Urban 2.6 6.5 0.7 2.1 

Source: Bangladesh Bureau of Statistics. 
 

Growth in Per Capita Consumption  
 
36. The sharp decline in poverty during 2000–2005 is apparently attributed to 
consumption growth across the deciles; consumption growth was high even among lower 
deciles. Nominal and real per capita consumption registered significant growth in 2005 over 
2000. The average monthly national nominal consumption expenditure was estimated at 
Tk1,231 in HIES-2005, and Tk877 in HIES-2000, showing about a 40% increase. For rural 
and urban areas, the increases were 41.5% and 26.3%. This shows that the increase in per 
capita nominal consumption in rural areas is higher than that of urban areas. But still, the 
average per capita monthly nominal consumption in urban areas is about 66% higher than 
that of rural per capita monthly consumption in 2005. Real per capita consumption also 
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registered positive growth in 2005 compared with 2000. The average national monthly per 
capita real consumption showed an increase of about 12% in 2005, about 5% for urban and 
12% for rural areas. Although the increase in per capita rural consumption is higher than that 
of urban consumption, in 2005 the average monthly real per capita consumption in urban 
areas is still 39% higher than that of rural areas. 

 
Inequality Trends 

 
37. The inequalities measured by Gini coefficient were computed for real and nominal per 
capita consumption and also for per capita income. Per capita consumption figures were 
adjusted with the spatial price index for spatial/regional price differences to obtain real Gini 
coefficients for each year. The real Gini coefficients computed for 2000 and 2005, national 
inequalities were almost the same at 0.31, which indicates no significant change in 
consumption inequality. In the case of per capita nominal income, Gini coefficients for 
national data in 2005 were 0.47 as against 0.45 in 2000, indicating a small increase in 
income inequality. 
  
Conclusions  
 
38. Based on the HIES results, national poverty declined by about 1.8 percentage points 
a year between 2000 and 2005 compared with only 1 percentage point a year declines in the 
preceding decade. The sharp decline in poverty during 2000–2005 is attributed to 
consumption growth across the deciles; consumption growth was high even among lower 
deciles. The impressive decline in poverty was fueled by higher GDP growth of 5.5% 
annually during 2000–2005 compared with 5.0% during the preceding decade. The steady 
increase in access of the poor to microcredit, workers’ remittances, and social services also 
contributed to the steep decline in poverty. If the current trends continue, poverty incidence 
will decline to 22% by 2015. While eradicating poverty in Bangladesh in the current 
generation is no longer a dream, the country needs to address major development 
challenges to sustain higher GDP growth including substantial improvements to 
infrastructure, policy regime, and governance. 
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POTENTIAL OF HIGH-VALUE CROPS   
 

39. About 75%–80% of the poor in Bangladesh live in rural areas and depend directly or 
indirectly on agriculture for their livelihoods. Agriculture accounts for more than 50% of the 
available livelihood opportunities of the country. Despite its declining contribution to national 
GDP (around 22% in FY2005), agriculture is still vital for sustainable poverty reduction. 
During the past decade, the agriculture sector registered average growth rates of about 3.8% 
despite natural calamities, growing pressure on land, and declining proportion of public 
outlay on agricultural development relative to GDP. Rice-yield rates, which increased 
considerably during the past decades, stagnated in recent years. Because the demand for 
farm goods, especially fish and livestock products, vegetables, fruits, oils, and fats remains 
strong due to rising income, gaining higher agricultural growth rates clearly requires a more 
diversified cropping pattern. Besides enhancing growth, diversification also contributes to 
improved nutrition, employment, export-led growth, and poverty reduction. 
 
Opportunities and Challenges in Agriculture Development 
 
40. In Bangladesh, agricultural development is a powerful driver of rural growth. High 
growth multipliers exist in crops, fisheries, livestock, and forestry subsectors. Their growth 
potential can be harnessed further by weaning agriculture from the remaining pockets of 
largely subsistence cropping to a more commercial orientation through value addition and 
promoting agribusiness to enhance productivity.2
 
41. The challenges in agriculture include (i) the need to ensure food security for the 
growing population (cultivable agricultural land is declining at about 1% a year), (ii) declining 
size of landholdings (because of fragmentation), (iii) declining productivity and low 
profitability, and (iv) poor marketing systems (because of the absence of processing and 
value-addition facilities). To address these challenges, a two-pronged strategy of 
intensification of major cereal crops, particularly rice, and diversification into high-value 
horticultural crops needs to be planned. Also better support for marketing and agribusiness 
with promotional activities will be essential for developing the sector. To increase labor 
productivity and employment generation, particularly for women, postharvest operations and 
value addition in the sector deserve greater attention. 

 
42. The tropical lowland and rice-dominated cropping patterns are the principal sources 
of rice supply in the country. These systems witnessed rapid productivity growth during the 
Green Revolution and productivity continues to be high. Yet, pressure to diversify out of rice 
is also the greatest in these systems, primarily because of low returns to rice relative to high-
value alternatives such as vegetables and fruits. A framework for assessing the flexibility of 
rice lands and rice growers to respond to commercialization trends through seasonal or 
permanent diversification out of rice monoculture systems shows that the potential for 
diversification out of cereal production depends on both physical and economic factors. The 
feasibility and cost of substituting other crops vary across the three farming systems. Each of 
these systems presents different rainy and dry season profiles, and requires different levels 
of physical and human capital investment to switch from rice to nonrice crops and vice versa.  
 

                                                 
2  The Agribusiness Development Project, funded by the Asian Development Bank and approved in 2005, 
aims to stimulate commercial activities in the agriculture sector ranging from preproduction support to 
postproduction handling including processing, storage, and marketing. 
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43. The flexibility of farmers to respond to the changing relative prices and relative 
profitability in their crop choice decision-making can be described in terms of the level of 
investments (both physical and human capital) required in switching from rice to nonrice 
crops and vice versa. Flexibility is low during the rainy season for the tropical lowlands and 
the rice-wheat zone, because the drainage costs for growing nonrice crops can be 
prohibitive. In upland areas, more possibility exists for oscillating between rice and nonrice 
crops with minimum additional investments.  
 
Crop Diversification: Economic and Agronomic Factors 
 
44. The cropping pattern is dominated chiefly by rice, which makes up three quarters of 
the domestic cropped area. Wheat and jute account for most of the rest. During 1974–1997, 
rice cultivation increased by 3.3%, wheat by 473%, and pulses by more than 100%; while 
sweet potato and tobacco registered decreases. Within the rice-cultivated area, a 
considerable shift occurred, with a substantial decrease in aus and a 165% rise in boro.  
 
45. Differences in land elevation and soil texture are critically important in determining 
whether intensification of rice cultivation will have much traction. Plot soil samples and other 
measurements indicate that farmers plant boro rice predominantly in heavy soils located in 
low-lying areas well-served by irrigation infrastructure. Boro rice is rarely grown in lighter 
soils located in more elevated areas, and is never grown where reliable irrigation services 
are absent. In areas unsuited to boro rice production, nonrice production not only is often the 
most profitable alternative from the farmer’s viewpoint, but frequently represents an efficient 
use of domestic resources. 
 
46. Among economic variables, access to markets and the relative prices of rice and 
nonrice crops, especially horticultural crops, are additional determinants of diversification. 
While roads and market places are important, proximity to urban areas expands the range of 
nonrice diversification options, especially for fresh produce.  

 
47. During the wet season, rice continues to be the dominant source of income almost 
everywhere. In the irrigated lowland, rice and rice-wheat systems, dry season rice, and/or 
wheat/or maize continue to be the major source of income. Areas with good market access 
and those near urban centers increasingly diversify to nonrice crops and vegetable 
production. The dominant dry season activities for the rainfed lowlands are essentially 
noncrop activities, off-farm employment, livestock production, and cottage industries. Scope 
exists for post-rice crops on residual moisture or pre-rice crops during the early wet season. 
However, the share of total income from this activity is lower than from other activities.  

 
48. Irrigated environments, while providing an absolute advantage (relative to other 
environments) in a rice-rice cropping pattern, may also have a comparative advantage in a 
rice-nonrice cropping pattern. The extent of comparative advantage for the irrigated lowlands 
in dry season diversification depends on physical constraints and market opportunities for 
nonrice commodities. On the other hand, during the wet season, the upland environments 
have both, an absolute and comparative advantage in nonrice commodities as well as in a 
range of complementary livestock activities.  
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Land Allocation Patterns and Farm Size 
 
49. Cultivable land decreased in Bangladesh from 66% of the total land area in 1974 to 
59% in 1995. During the same period, land not available for cultivation increased from 19% 
to 27%, and the net cropped area decreased from 59% to 53%. Most of this change was 
driven by urban, municipal, and industrial use. Rapidly increasing urbanization and 
industrialization represent the greatest substantive threat to land available for agriculture.  
 
50. The 1996 agriculture census shows that the proportion of small farms rose to 83% of 
farm holdings in 1996 compared with 75% in 1984, and the proportion of land they operate 
increased from 15% of the operated area in 1984 to 23% in 1996. The proportion of medium-
sized farms decreased, as have both the proportion and area operated by large farms. This 
increasing pressure on land by small farms is one of the root causes for this transition.  
 
High-Value Crops 
 
51. Taking high-yielding variety (HYV) boro rice as the base crop, if the net return from 
any crop exceeds HYV boro, this is considered a high-value crop (HVC). Analysis shows that 
the most common vegetables, fruits, and spices are more profitable than HYV rice.  
 
52. The private profitability of crop diversification is fairly robust in Bangladesh, as far as 
fruits and vegetable crop options are concerned. Rapidly growing export receipts from 
vegetables suggest strong international demand. Spices like onions, chili, garlic, turmeric, 
ginger, and coriander occupy more than 95% of farmland planted with spices. Bangladesh 
imports ginger, turmeric, onion, cloves, chili, garlic, vanilla, cinnamon, cardamom, cumin, 
fennel, peppers, and so on.  
 
53. HVCs not only offer higher net profitability, they often do this with far higher labor 
input per hectare, and thus have important implications for rural employment. Intensive 
modern HVC technology also tends to use much higher quantities of purchased inputs, thus 
leading to the need for efficient rural finance and a dynamic private sector both in marketing 
and as a provider of knowledge and technology. All that profitability is however unlikely to 
become a major engine of economic transformation for the small peasantry in Bangladesh, 
because of its essentially niche character.  
 
Crop Diversification Potential  

 
54. Besides export potential, rapid urbanization and steady GDP growth are creating 
rapid demand growth for HVC and value addition in processing that should drive farm 
diversification. Income elasticities for vegetables, fruits, meat, fish, and dairy products are 
usually much higher than 1.0, so 6% GDP growth often translates into rapid market demand 
growth of 10% or more a year. Indeed, rising imports of horticulture products in Bangladesh 
indicate large domestic demand that the local market cannot yet satisfy in quality and 
seasonal availability. 

 
55. The northwest region of Bangladesh and the Chittagong Hill Tracts are the two ideal 
regions for expanding fruits crops. Bananas in the northwest region; pineapples in 
Chittagong, Sylhet, and Modhupur; litchi in Dinajpur area; and new mango orchards with 
improved varieties in Rajshahi are some of the success stories in Bangladesh horticulture.  
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56. Expansion of banana plantations in the upland areas indicates the profitability and 
interest of farmers for this annual fruit. Although short gestation fruits like bananas, papaya, 
and pineapple received some attention and caught the farmers’ imagination, productivity 
gains through transfer of technology are still very marginal.  
 
57. Traditional fruit crops like mango in the Rajshahi area, mandarin oranges in the 
Sylhet area, and coconuts in coastal areas including Barisal remain largely underexploited. 
Identification of improved varieties for respective regions, multiplication and distribution of 
quality planting materials, and replanting/rejuvenation of old trees are the major actions for 
initiation in each of the sites. Analysis shows that with need-based promotional support, the 
spices and summer vegetables can pay good dividends. Moreover, field demonstrations for 
popularizing off-season vegetables, which fetch a higher market value, can be promoted. 
The area under vegetable cultivation has increased sharply in recent years. Winter 
vegetables near large urban markets are being cultivated on a commercial basis.  
 
Crop Diversification in the Northwest Region 
 
58. In the northwest region, most of the cropped area is planted with rice. Three cereal 
crops (rice, wheat, and maize) make up about 80% of the cropped area and other traditional 
crops (jute, pulses, oilseeds, and sugarcane) make up another 8%. The balance is covered 
under HVCs, vegetables (50,000 ha), spices and condiments (39,000 ha), fruits (46,000 ha), 
and root and tuber crops such as potatoes and taro (60,000 ha). 
 
59. Although with 5% of the cropped area, these HVCs earn a higher return per unit area 
than HYV boro rice and are the most promising crops for diversification. Until recently, the 
incentive to grow such crops (despite their higher income return per hectare than rice) was 
offset by the farmers’ priority for food security in the semisubsistence rural economy 
prevailing in the region. The situation is changing rapidly with the improvement of the road 
network and accessibility of farmers working small- and medium-sized farms to the market. 
The region now produces surplus rice and supplies for other parts of the country. The move 
from rice deficit to surplus has been accompanied by a decline in the real price of rice.  
 
60. A further transformation of the crop production system is under way, switching from 
rice cultivation to more HVCs such as tuber crops, vegetables, bananas, and hybrid maize as 
sources of cash income, thereby increasing overall income of households and regions. From 
an agroecological perspective, the northwest region has great diversity, characterized by 
many smallholdings, with more than 80% of the area considered medium- to high-quality 
land, suitable for growing fruits, vegetables, and various crops with comparatively less water 
requirement all year.  
 
61. With financial support from the Asian Development Bank, the Government has 
undertaken a 7-year project to promote and develop HVCs in the northwest region covering 
61 upazilas in 16 districts. The project aims to bring an additional 40,000 ha under HVC 
cultivation; increase production of HVCs by 370,000 tons annually; and create 4.4 million 
labor-days additional employment by providing training and extension on modern production 
technologies support, credit, and other support to 200,000 farmers. Currently the Project in 
its 6th year formed 10,000 groups involving 186,000 targeted farmers; trained and extended 
credit support to 120,000 beneficiary farmers with almost 100% repayment rate. These 
supports resulted 43,000 additional ha under HVCs. In the project areas, 77 rural markets 
are being upgraded to introduce HVCs marketing facilities and for providing marketing 
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assistance to the beneficiaries. Most beneficiaries have increased their income after joining 
Project’s small farmers groups. 
 
Crop Diversification in the Chittagong Hills Tracts (CHT) Region 
 
62. Although crop diversification and commercialization of agriculture in the CHT are yet 
to emerge on a large scale, in some locations suitable fruits (pineapple, lemon, and jackfruit) 
and spices (particularly ginger) are being produced on a semicommercial scale. Moreover, 
industrial crops like tea and rubber are being produced commercially. Scope for production of 
good quality fruits, such as oranges, cashew nuts, lychee, sapota, pears, and guava, in the 
hilly areas of the CHT is excellent, whereas in the valleys, seasonal vegetables can be grown 
profitably. Diversification of hill farming to medicinal and aromatic plants has high economic 
and ecological potential. A feasibility study, Small Holding Tea Plantation conducted by the 
Bangladesh Tea Board, shows that 46,000 ha of virgin land in the CHT can be brought under 
tea cultivation in the form of smallholding tea plantations without any legal complications.  
 
63. Rainfed sloping farmland in the CHT, which is less suitable for a crop requiring 
continuous irrigation and moisture (e.g., rice), could be highly productive for perennial fruit 
crops needing less moisture and can even tolerate periods of drought between rainfall 
periods. Also, marginal land for cropping, because of terrain or short growing period, may 
support productive and sustainable herbal medicine farming and fruits. Agroforestry land use 
with herbal medicinal plants as one of the crop combinations could be a potential option for 
marginal hilly lands to create employment and enhance farmers’ incomes.  
 
64. For mild sloping land with access to irrigation, good varieties of mandarin orange, 
pomelo, Satkara, sapota, lychee, cashew nut, pear, and jackfruit will be suitable. Tree 
species of medicinal value (arjun, ashok, amloki, neem, etc.) and some nitrogen-fixing tree 
species (alder) may also be considered. As intercrops, potential shade-loving species like 
ginger, turmeric, large cardamom, medicinal herbs, and aromatic plants may be suitable. 
Yams, peepal, betel nut (as cripplers), and black pepper may be grown in the stems of shade 
tree species, while some vegetables like French beans are suitable during the early stages of 
tree growth.  
 
65. Vegetable farming has helped small and marginal hill farmers to improve their 
livelihood. Vegetable farming, the most promising option, particularly in the lowlands and 
valleys, may sometimes be negatively affected by imbalanced applications of fertilizer and 
excessive use of pesticides. For vegetables, off-season farming and careful selection of 
crops based on niches are important.  
 
66. Presently, around 60% of vegetable production in the CHT is concentrated in the 
winter, while nearly 65% of fruit production comes to market during May–July. Average 
productivity of summer vegetables (April–September) is quite high (average 10 tons/ha) and 
per annum yield growth is reported to be as high as 5.38% (1999–2000) showing good 
potential for summer vegetables in the CHT region. The region ranks among the top three 
highest producers (in terms of value at current prices) of fruits, spices, and vegetable crops 
of Bangladesh. 
 
Import Substitution via Increased HVC Production 
 
67. Imports of horticultural produce and products, which could otherwise be grown and 
produced/manufactured in Bangladesh, are increasing. Domestic production does not cater 
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to the segment of the home market demanding high-quality products. At present, Bangladesh 
imports a large quantity of fresh fruits (apples, oranges, grapes, mangos, etc.) and spices 
(onion, garlic, ginger, etc.). Moreover, domestic demand includes high-quality horticultural 
products including fresh and processed products, which is supplied through imports. Most of 
these domestic demands can be met substantially if not fully by undertaking properly planned 
production in suitable areas of the country.  
 
Export Potential of HVCs 
 
68. Presently, the agriculture sector contributes to about 5% of total export earnings, 
which is considered extremely low despite considerable potential. Besides traditional items 
like tea and juten, horticultural crops provide good prospects for diversifying export products. 
Although small in volume, exports of horticultural products are growing rapidly.  
 
69. The European Union and the Middle East are the main export markets for 
horticultural produce from Bangladesh. In addition, a portion of fresh produce is being 
exported to many developed countries. Even exports of fresh beans to Europe and green 
chili, okra, bitter gourd, and long beans are being attempted to markets in the Middle East 
and other countries. Despite many constraints, exports of frozen vegetables from 
Bangladesh have a large international market. During the last 2 years, a private company 
has exported about 500 tons of frozen vegetables. With proper facilitating support, frozen 
vegetable exports can be substantially increased.  
 
70. Poor quality products, lack of a continuous supply of quality products, noncompliance 
with hygiene requirements, high cost for air transportation, lack of quality processing and 
packaging facilities at affordable prices, and lack of access to international market 
opportunities are some of the reasons for the limited export of horticultural products. Also 
poor access to technical knowledge, lack of measures to establish value chains, poor 
capacity of potential entrepreneurs, lack of need-based business development and marketing 
services including extension services, lack of reliable databases, and inadequate access to 
public and private financial services are considered as major constraints.    
 
71. Though food safety has been a focus in all relevant policies, the basic food laws, 
Pure Food Ordinance 1959, and Pure Food Rules 1967 do not accommodate Codex 
standards, guidelines, and practices including HACCP (hazard analysis and critical control 
point) for food commodities. For horticulture product exports, the code of Good Agricultural 
Practice and European Union pesticide regulations must also be addressed to gain access to 
supermarket chains in developed countries. International environmental requirements, 
including accompanying procedures to assess compliance, are also important for export of 
horticultural commodities.  
 
Challenges  
 
72. Bangladesh agriculture faces a number of key challenges, including (i) making the 
technology development process (i.e., agricultural research and dissemination of appropriate 
modern production technologies) more client-oriented and demand-driven; (ii) ensuring good 
quality seeds for crop production; (iii) ensuring greater availability of rural financial services 
(credit and related services) for farmers; (iv) promoting mechanization of agricultural 
operations; (v) initiating integrated soil fertility management systems; and (vi) establishing 
good workable and effective partnerships between public and private service providers. 
 

 



23 

73. Nationally, horticultural crops are becoming more important and farmers are 
becoming more interested in growing more horticultural crops because of their profitability. 
During the last decade, the Government has taken a number of initiatives to promote 
diversified crop production. 
 
74. To make full use of the existing potential of the agriculture sector, a substantial 
increase in investment through public and private means will be required, coupled with 
efficient and improved management of agricultural enterprises. Balanced investment in 
infrastructure (rural roads, power, railways, etc.) as well as in the social sectors including 
agriculture will be required to make poverty reduction efforts sustainable. Furthermore, the 
agriculture sector faces emerging challenges from climate change, global warming, regional 
integration, and globalization, and must therefore be commercially competitive in the global 
market.  
 
75. A broad road map for agriculture and rural development has been drawn up under the 
Bangladesh poverty reduction strategy. It identifies four strategic focuses: (i) intensification of 
major cereal crops, particularly rice; (ii) diversification and promotion of HVCs, particularly 
horticultural crops; (iii) promotion and development of aquaculture, livestock, and forestry 
subsectors; and (iv) improvement/promotion of rural nonfarm activities, including services.  
 
Conclusions  
 
76. The population of Bangladesh will remain highly dependent on the agriculture sector 
for income and employment generation. The country will need a more diversified cropping 
pattern, including an increase in the contribution of nonrice crops to output to gain higher 
agricultural growth. Besides enhancing growth, diversification can also contribute to nutrition, 
poverty reduction, employment generation, and export-led growth. To stimulate robust 
agribusiness activity, a comprehensive agribusiness policy, along with time-bound action 
plans, must be formulated and put in place as soon as possible. 
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