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Progress on reducing extreme poverty and boosting shared prosperity through human development and 

employment generation has continued. This needs to be further consolidated in the near-term by sustaining 

making progress on improving the quality of service delivery in health and education. To sustain growth in 

of public investment needs to be substantially enhanced to alleviate the infrastructure constraints on private 

investments and to expand service delivery. Moving forward in the immediate future, stronger attention is 

development projects, (c) enact the Public Private Partnership (PPP) law, and (d) award contracts to build 

Special Economic Zones (SEZs).

Commendable progress on poverty reduction and shared prosperity 

than 25 percent in FY14, compared with 31.5 percent in FY10.1

suffered a setback due to political turmoil, remittance declines and declines in the private investment rate. 

1
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Overall macroeconomic stability maintained, albeit with some erosion of competitiveness

percent in FY13 to 5.5 percent in FY14. 

4. Foreign exchange reserve accumulation has continued despite remittance declines.  Despite a lower 

June 2014.

The Bangladesh Bank has begun implementing the new provisions related to lending and banks’ exposure 

Good progress in the garment industry, but the overall pace of structural reforms is slow



vii

Bangladesh Development Update, October 2014

critical ongoing road development projects, enact the Public Private Partnership (PPP) law, and award 

contracts for building Special Economic Zones (SEZs). 

In garments, much more needs to be done for effective implementation of wage increases and the 

developed land. 
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Commendable progress on poverty reduction 

2  However, it 

is reasonable to assume that the sustained GDP growth rate in excess of 6 percent, a decent 3.3 percent 

agricultural growth, and remittance growth of 6.7 percent on average since 2010 contributed to maintaining 

the 1.74 percentage point annual decline observed during 2000-2010. There have also been corresponding 

 3

4

attributable to a decline in population growth rate and the changing age structure, increases in labor income, 
5

FY10 to 56.5 million in FY13. The shortfall in GDP growth relative to the Sixth Plan target reduced the 

wages have continued to increase.6

2

3

4 This index is a composite of multiple deprivations at the household level in education, health and standard of living. This is additional 

5

6 Government of Bangladesh, ibid. Page 124.



3

Bangladesh Development Update, October 2014

Consolidating the gains in human development and moving further up remain as big challenges which 

Bangladesh needs to tackle relentlessly. 

to 2012.7

2010 69.4 5.1 2337 0.539

2011 69.9 5.1 2457 0.549

2012 70.3 5.1 2592 0.554

2013 70.7 5.1 2713 0.558

Source: Human Development Report, 2014 (UNDP)

Sustained acceleration of GDP growth, declining population growth rate, and continued growth of the 

development.8

conditions for rapid change.9 With donor support, the government has focused attention on expanding 

access to services and strengthening governance. 

7

dimensions.

8

August 31, 2014.

9
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level.

into schools and continued investments in education, Bangladesh achieved almost universal access 

10

11 The combined effects of the ongoing demographic 

Growth recovery has begun with return of political 

stability

uncertainties resulted in a deceleration in private 

investment growth, which constrained the transmission 

in FY14 to be between 5.5-6.0 percent in view of political 

12

10 The World Bank, Education Sector Review, 2013.

11

12
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The consensus forecast earlier was that GDP growth in FY14 would dip below 6 percent.  These forecasts were 

BBS estimates public investment from budget data.  The public investment data reported in the national accounts 

expenditures are not investment expenditures from a national point of view. The items constituting investment 

own sources.

It is possible that the proxies and methods used to estimate production and expenditures work well in a normal 

rice and aus rice.

8. The biggest surprise is the estimated growth rate for the services sector, which increased to 5.8 

activities.

9. On the expenditure side, the share of 

1.5 percentage points  while the share of private 

hand increased from 6.6 percent of GDP in FY13 
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GDP ratio from 19.5 percent in FY13 to 19.8 percent in FY14 while the import-GDP ratio declined from 

26.8 percent to 25.2 percent. The national savings stagnated at 30.5 percent, although still 1.85 percentage 

from increase in food and other consumer goods imports.

7.3 percent growth target. Achieving this will 

investment rate. The other source of growth could 

the average for 122 countries with ES data is 73 percent.13

between actual output and estimated potential output is small.14

lower domestic demand. In addition, the exchange rate of 

13

14
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15

Increase in the overall BOP surplus contributed to continued accumulation of foreign exchange reserves. 

16

relative to demand in the foreign exchange market.  This led to an upward pressure on the nominal exchange 

16. The exchange rate has remained stable between Tk 77 and Tk 78 per US dollar in recent months. 

nominal rate and the inter-bank rate has shrunk in recent weeks, indicating that the nominal exchange rate is 

in line with the economic fundamentals. BB’s interventions in the foreign exchange market have limited the 

15

16
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17

Monetary management remained on course

17. BB succeeded in keeping the FY14 broad 

growth increased to 15.5 percent relative to FY13. BB 

had to contain growth of net domestic assets to counter 

the overshooting of target for net foreign asset growth. 

Private sector credit growth remained subdued at 12.3 

perpetuation of weak private demand for domestic credit.

Financial sector not out of the woods yet 

to 10.75 percent in June 2014, up from 10.5 percent 

increased to Tk 513.45 billion as of June 30, 2014 

increase of over 26 percent in six months. Some of 

17
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18 at the end 

of June, which was 11.52 percent six months ago.

stood at Tk 119.33 billion which pulled down the overall capital base of the banking sector. 

negative 13.68 percent as of June, 2014. 

perform its term transformation functions.

rates declined to around 6 or 7 percent since their 

 At the retail level 

both deposit and lending rates fell in the second 

half of FY14, but interest rate spreads have on 

rates have fallen faster than lending rates (Figure 

cost of funds for banks, lower demand for credit 

as well as increasing competition from overseas 

lenders whose lending rates are in single digits.

18



Bangladesh Development Update, October 2014

it moved within a band of 4,400 to 4,600. Stocks with 

good fundamentals marked higher return compared 

to the overall return on the market portfolio. DS30, 

the blue chip index, marked a sustained 12.7 percent 

24. Bangladesh Bank has begun implementing the new provisions related to lending and the banks’ 

Bank which include differential ceilings on loan 

growth.  Debt markets are becoming active with 

several recent auctions over-subscribed and a sharp 

of FY14 to 5.3 percent in the second half. 

Fiscal policy plagued by revenue and development 

budget implementation shortfall 

25.

percent of GDP in FY14, from 3.9 percent in FY13, 

from 1.5 percent of GDP in FY13 to 1.1 percent in 
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19

Public debt to GDP ratio remained on a downward path with external debt at about one half of total public debt. 

26.

gained some momentum in the second half, it failed 

relative to FY13 across most revenue categories. As a 

result, in FY14, NBR targets were revised downward 

non-NBR and non-tax sources have also lagged 

performance at 0.3 and 1.8 percent of GDP as in FY13.  

20

investments.

Implementation the main challenge in the FY15 budget

somewhat ambitious revenue targets.  The Revenue-

FY11, but it has been rather rare. The Expenditure-

percentage point annual increase achieved on average 

19

20
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Despite recent gains, tax collection in Bangladesh remains below that in other Asian countries: Vietnam (24 

while the collection of international trade taxes relative to GDP exceeds that of most comparators. With 

of tax incentives

A similar pattern exists on the expenditure side.  In FY13, total public expenditure to GDP ratio in Bangladesh was 

16.9 percent, compared with 26.2 percent in Vietnam, 28 percent in India, 17.2 percent in Nepal, and 19.3 percent 

Bangladesh. The binding constraint is implementation. According to a recent ADB portfolio review, no less than 

revenue performance in FY14.  In the FY14 budget, the government had set an ambitious NBR revenue 

target of Tk. 1,360 billion which was 25.2 percent higher than the FY13 actual. Achieving this would have 

context of a weakened tax effort, achieving the one percentage point increase in the tax-to-GDP ratio will 
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on this front.

Structural reforms progressed, but the pace is slow. The fourth review of the IMF’s ECF arrangement has 

been successfully completed as all performance criteria at the test date for the fourth review were met and 

the structural benchmarks have been completed.

FY15. However, there was an increase in average nominal protection on raw materials and capital goods 

share of para tariffs in nominal protection decreased, 

percent in FY15 and from 53 percent in FY14 to 

50.7 percent in FY15.

to form trade unions. Protecting the freedom of 

association and collective bargaining rights of the 

EPZ workers was a critical action highlighted both 
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US. The law is consistent with the amendments made in the Bangladesh Labor Act 2013 and maintains all 

least 30 percent of the workers have to submit application for registering an association with the Bangladesh 

progress on the amended Bangladesh Labor Act 2013 has been rather slow due to weak monitoring and 

follow up.

1, 2014 until June 30, 2015. Tax at source on cash incentives has also been reduced from 5 percent to 3 

FY06 has been withdrawn. The exporters will now be taxed at the normal tax bracket which is 35 percent 
21 Earlier, the government had 

reduced the Advance Income Tax at source from 0.8 percent to 0.3 percent.  

13,659 km inter-district and  bridges over 200 meters under the RHD. The Local Government Engineering 

their base toll will be Tk 400. Vehicles have been divided into 13 categories for the toll collection. The 

toll collected will go to the Road Fund and will be spent on development and maintenance of the road 

22 Preventing political rent-seeking in the name of 

38. The FY15 budget introduced some revenue reforms. These include a new income tax slab of 30 

percent for incomes above Tk 44.2 lakh. A surcharge of 20 percent will be imposed on individuals with wealth 

above Tk 300 million

been reduced to 35 percent from 37.5 percent. Turnover tax has been reduced to 0.3 percent from 0.5 percent. 

New revenue generation measures include increase of tax rate at the source on the deed value of land from 

tax at source has been imposed at 3 percent, 2 percent and 1 percent on the registration value in other 

21 The Financial Express, August 26, 2014.

22
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a green tax of 1 percent has been imposed on an ad valorem

are expected to increase indirect tax revenues.

39. BB has relaxed foreign exchange regulations on repatriation of sale proceeds of non-resident 

. Under the new regulation, BB 

will now accept fair value of the shares as on the date of sale, based on the appropriate combination of 

to investors not getting the fair value of shares when repatriating their investments. BB expects this 

23

of the media.

recommendations. According to the amendment, the parliament will regulate the impeachment procedure 

23
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Immediate global outlook is fragile

percent.24

concern. Financial market risks include higher-than-expected U.S. long-term rates and a reversal of recent 

economies. Growth in 

2014 and then strengthen to 5 percent in 2015.  Growth in 2014 in 

reserve ratios. Growth in India

, investment is expected to remain weaker for longer, given geopolitical tensions. Growth in 

emerged for various food commodities due to adverse weather and disease. However, international food 
prices declined to a four year low between July and August. Global food prices are expected to remain stable 

in the near term. 

Sustaining growth recovery is the key challenge

revival in private investment activities, and domestic consumption growth getting a boost from remittance 

24
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47.

investment increased from less than 1 percent of GDP in FY09 to about 2 percent in FY13,29

30

making and regulation.

for instance targeted constructing 4,672 kms of new roads and widening and strengthening 8,433 existing roads 

The road situation gets worse during the monsoon season and Eid festival as the number of people travelling 

25

26 Despite 

remain neglected. 

percent of these are in a deplorable state, full of potholes and ruts. Of the remaining 59 percent, 20 percent 

are in a poor state and 39 percent are in decent shape.27 Since, the repair and maintenance are being done on 

28

25

26

27

28

29

30



Bangladesh Development Update, October 2014

*

Bangladesh 109 2.8 2.5 2.9 2.4 3.7

India 71 3.7 3.4 3.8 4.2 4.0

28 4.4 5.2 4.6 4.8 4.6

95 3.4 3.0 3.4 1.6 3.6

134 2.3 2.8 2.4 1.8 2.6

Pakistan 129 3.3 2.1 3.8 2.5 4.4

Sri Lanka 73 5.0 4.8 5.1 3.7 4.2

Thailand 31 4.1 5.1 4.5 2.4 4.5

Source: The Global competitiveness Report 2014-2015 (2014 World Economic Forum); *Ranking among 144 

countries. The rankings are in descending order with “1” as the best performer.

Macroeconomic stability is expected to be maintained

of transportation, education and medical expenses and other non-food items. 

uncertainties hanging over the near future, exerting upward pressures on prices, such as weather in the 

United States and possible escalation of geopolitical tensions in the Arab world or Ukraine.  However, what 
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31

32

Slippage in structural reforms and political stability are major concerns

51. Domestic factors dominate risks to near-term outlook.  A resurgence of political unrest, even if 

it is not as ferocious and as long as experienced in the last half of 2013, is the principal risk for the near 

33  The deterioration in the state 

31 Starting from the 10th

32

Exchange Rate Scenario, WP 1403, Bangladesh Bank, April 27, 2014.

33
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than FY13 disbursements.

approvals among these have been:

The US$600 million Rural Electricity Transmission and Distribution Project aims to reduce 

The US$410 million Municipal Governance and Services Project aims to improve municipal 
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The US$265 million Secondary Education Quality and Access Enhancement Project aim to improve 

upazilas

and extend the development work in Bangladesh, the World Bank has completed a number of important 
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RMG exports from Bangladesh has so far been resilient amid wide apprehension of growth getting stalled 

after the Rana Plaza collapse exposing the state of poor physical and social compliance in the industry. The 

actions taken by the government, buyers and manufactures for the betterment of worker safety and welfare 

are promising. However, a lot more needs to be done to reach international standards of compliance.

acceptable standard.

In FY14, garment exports 

percentage points of the national gain in female enrollment could be attributed to the growth in this export 

Source:

NBER Working Paper 20383.
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Ready Made Garment (RMG) export from Bangladesh post Rana Plaza demonstrated strong growth

grew from 13.8 percent in FY13 to 14.7 percent in FY14.

Total Total Total

7391.0 5173.9 12564.8 8672.5 6072.9 14745.4 17.3 17.4 17.4

1130.9 3865.7 4996.6 1197.9 3943.5 5141.4 5.9 2.0 2.9

486166 295148 781313 578966 317478 896445 19.1 7.6 14.7

49780 58802 108582 50867 60774 111641 2.2 3.4 2.8

Source: Compiled from EPB, Eurostat and USITC Trade data

of knitwear products. Overall export volume growth in EU was 14.7 percent in FY14. However, export 

at 5.8 percent in FY14 compared to 5.7 percent in FY13 while market share of competitors like Vietnam 

two months of FY15 compared to same period of FY14.
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Although Bangladesh still has an edge as apparel exporter over other competitors, its competiveness may 

erode in the long run if working conditions do not improve.

50.6-60.6

68

100

101

India 65-142.6

88.7-126

103.1-209.7

134.5-293.1

Source: Compiled from National Wages and Productivity Commission, Department of Labor and Employment, 

Government of Philippines and www.wageindicator.org

. Despite 

through 2020. The advantage of low wage and abundance of labor is still the most important factor in 

sourcing from Bangladesh.34

than apparel.35 36 while labor 
37 reinforcing Bangladesh’s 

38 and 

62. Bangladesh’s advantage cannot be taken for granted.
39

40

34

35

36

37

38

39

40
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supplier base in Bangladesh and search for new alternatives.  These might result in fewer orders placed in 

which constitute 30 percent of total factories41 42 Around 
43

44

45 If India’s attempt to get into a free trade agreement with the European 

There has been considerable progress in improving labor safety and working conditions through the joint 

efforts by the government, buyers and factory owners.

.

has been approved to protect both non-EPZ and EPZ workers 

fundamental rights to freedom of association and collective bargaining. Number of registered 

trade union increased from 131 in 2012 to 334 in 2014. The amendments in the Labor Law 
 46

Establishments has been upgraded to a Department of Inspection of Factories and Establishment 

existing positions.47

282 factories based on 

the common standards agreed with the Accord and the Alliance. Two factories out of these 282 were shut down.

41

42

43 About 400 factories shut from loss of orders, compliance issues, The Independent, September 10, 2014.

44

45

46

47
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initiative of 27 North American retailers, have inspected a total of 1,438 factories out of which 15 have 

corrective action plans.48

with long-term sourcing commitments from these brands.49 On the other hand, 50 percent of the factories 

50 The inspection reports are being 

51

planning to follow suit.52

Total

Total Factories 1500 1400 608 3508

Factories
282 834 604 1720

Referred to Review Panel 1 23 14 38

0 3 2 5

2 12 3 17

Decision Pending 0 1 0 1

Allowed Operations 0 6 9 15

Source: Technical Progress Report on the Sustainability Compact- July 8, 2014, EU

Owners have become more cautious in awarding sub-

53

54

managers.55

48

49

50

51

52

53

54

55
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commitment of raising it to international standard.

situation and the execution of its action plan.56

68. The government needs to expedite enforcement of labor rights. Implementation progress of the 

and appropriate monitoring mechanism should be put in place to ensure proper enforcement. Government 

57

detailed information on the factories, results of inspection conducted and follow-up measures taken. These 

reform initiatives will not translate into tangible and sustainable improvement unless implementation is 

government is expected to resume this process in mid-September.58

According to the Global 

problematic factors for doing business in Bangladesh.

allowing authorities to install new connections to larger sites where factories can relocate. For example, 
59 According to 

workers. Workers are reluctant to move to new locations because of the lack of basic needs including proper 

accommodation, education and health facilities. Although the government plans to develop a garment 

implementation of remediation measures.  Lack of coordination among the global brands is leading to 

inspection fatigue for some manufacturers and creating confusion. For example, among the 250 factories 

American and European brands who term them as compliant.60 There are about 300 factories common to 

56

57

58 2nd

59 Gas crunch turns severe, hits the industries, The Financial Express, August 28, 2014.

60
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61 This will result in duplication of efforts creating additional 

getting involved as promised.62

wage scale was slower than expected as 40 percent factories could not implement the new rate at the agreed 
63 There have been sporadic incidences of labor 

There are reports of increased denial of trade union registration and anti-trade union discrimination.64 The 
65 The association and its respective 

61

62

63

64

65
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GDP Growth 6.7 7.1 6.0 5.1 5.6 6.5 6.5 6.0 6.1

5.5 6.0 5.0 4.0 5.6 5.4 5.3 4.8 4.9

486.0 533.3 608.8 674.0 762.6 841.3 862.3 957.4 1096.2

514.0 568.2 656.5 728.4 824.9 908.8 935.3 1034.4 1169.2

- 9.4 12.3 7.6 6.8 10.9 8.7 6.8 7.3

6.7 8.1 7.1 6.4 7.1 7.7 7.7 6.2

Gross Domestic Saving 21.4 20.7 19.2 20.3 20.8 20.6 21.2 22.0 23.4

Gross National Saving 27.8 27.9 27.8 28.6 29.4 28.9 29.9 30.5 30.5

Private Investment 20.6 21.1 21.7 21.9 21.6 22.2 22.5 21.7 21.4

Public Investment 5.6 5.1 4.5 4.3 4.7 5.3 5.8 6.6 7.3

Total Revenue 9.4 9.1 10.0 9.2 9.5 10.1 10.8 10.7 10.4

Total Expenditure 12.4 11.8 13.3 12.7 12.7 13.9 14.2 14.6 13.5

3.0 2.7 3.2 3.5 3.2 3.8 3.4 3.9 3.1

Total Public Debt 41.2 41.0 41.4 40.3 37.3 38.3 37.4 35.5 34.4

Trade 33.8 35.5 37.3 35.6 32.6 41.4 43.2 40.4 38.4

Exports 15.0 15.6 15.7 15.4 14.1 17.8 18.2 18.0 17.4

Imports 18.9 19.9 21.6 20.1 18.6 23.6 25.0 22.4 21.0

-2.5 -2.8 -2.8 -3.1 -2.4 -3.0 -3.4 -3.7 -3.8

7.7 8.4 9.5 10.1 10.1 9.7 10.1 9.9 8.6

1.2 1.2 0.8 2.4 3.2 0.7 -0.3 1.6 0.9

17.9 19.6 21.0 23.0 22.4 25.4 25.5 25.4 27.5

Ext. Debt as % of GDP 25.4 25.1 23.3 22.8 19.4 19.7 19.1 16.9 15.8

3.5 5.1 6.2 7.5 10.8 10.9 10.3 15.3 18.2

2.8 3.4 3.4 3.7 5.4 3.9 3.3 4.6 5.4

19.5 17.1 17.6 19.2 22.4 21.3 17.4 16.7 16.1

19.7 12.6 18.1 17.8 19.1 25.0 18.5 11.8 10.3

28.0 28.2 30.8 31.4 33.9 37.2 38.7 37.7 37.6

67.2 69.1 68.6 68.8 69.2 71.2 79.1 79.9 77.7

69.7 68.8 68.5 69.0 69.5 74.2 81.8 77.8 77.6

98.6 96.5 95.8 105.5 108.3 108.9 105.2 111.6 106.7

4730.0 5394.0 6180.0 6933.0 7975.4 9158.3 10552.0 11989.2 13509.2

5002.1 5746.8 6663.9 7492.0 8626.9 9892.4 11445.1 12953.5 14409.4

70.4 78.1 90.1 100.8 115.3 128.6 133.4 150.1 173.9

74.5 83.2 97.1 108.9 124.7 138.9 144.7 162.1 185.4

144.9 146.5 148.0 149.5 151.1 152.9 154.7 156.7 158.6

Population growth Rate 1.2 1.1 1.0 1.0 0.0 1.1 1.2 1.2 1.2

* Population data is from DECPG.
Source: Bangladesh Bureau of Statistics, Bangladesh Bank, Ministry of Finance, The World Bank and IMF
Source: Bangladesh Bureau of Statistics, Bangladesh Bank, Ministry of Finance, The World Bank and IMF
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6.5 6.0 6.1 6.2 .. ..

2 8.7 6.8 7.3 7.0 6.9 7.4

5.9 11.2 11.7 6.0 2.1 14.7

9.9 0.8 8.9 13.2

10.2 12.6 -1.6 6.0 21.9* -8.1*

3.3 4.6 5.4 5.2 6.1 4.9

78.9 79.9 77.7 .. 77.5 77.8

10.8 10.7 10.4 11.0 .. ..

9.02 8.96 8.6 9.2 .. ..

14.2 14.6 13.5 14.6 .. ..

8.4 8.3 7.7 8.2 .. ..

  o/w Subsidies

2.5 2.7 1.5 1.8 .. ..

3.4 4.2 4.2 4.7 0.3 0.3

3.4 3.9 3.1 3.6 .. ..

19.6 14.8 10.5 13.2 15.0 16.4

15.3 31.6 13.4 27.0 -6.5 -10.1

17.4 16.7 16.1 16.4

19.1 8.3 8.9 24.8

19.7 10.8 12.3 17.0

1

2 Base Year 2005/06

Source: Bangladesh Bank, Bangladesh Bureau of Statistics, Export Promotion Bureau, IMF and WB staff estimate






