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World Bank sees headwinds 
ahead for Bangladesh

REJAUL KARIM BYRON

.......................................................................

The World Bank yesterday praised the progress 
Bangladesh achieved in recent years but 
apprehends a struggle ahead for the low tax 
revenue and banking sector’s poor condition.

“While Bangladesh is poised to maintain its 
current level of growth in the medium term, 
key structural reforms are needed to sustain 
productivity growth,” said the Washington-
based multilateral lender in its review of 
Bangladesh’s performance under the country 
partnership framework (CPF).

The WB prepares a CPF for five years 
for member countries. It prepared one for 
Bangladesh in fiscal 2015-16 in which it 
set some targets in sectors such as energy, 
transport, social protection, education, job 
creation, health, and climate and environment 
management.

The country has made remarkable progress 
in improving the wellbeing of its citizens.

The national poverty rate fell from 48.9 to 
24.3 per cent between 2000 and 2016, while 
the extreme poverty rate declined from 34.3 to 
12.9 per cent.

Rural poverty fell substantially, driven by 
gains in non-agricultural income. Progress 
is also seen in non-monetary indicators 
of wellbeing. The average life expectancy 
increased to 72.5 years.

Economic growth has been robust, 
exceeding 7 per cent since 2016, well above 
the 3.9 to 4.7 percent average for developing 
countries in recent years, according to the WB.

Exports and remittance have been buoyant. 

Agriculture had bumper harvests. Propelled by 
a solid economic performance, gross national 
income per capita increased from $1,188 in 
fiscal 2014-15 to $1,944 in fiscal 2018-19.

Overall inflation has ranged between 5.4 
and 6.4 per cent since 2015 and declined in 
2019 as decelerating food prices offset a rise in 
non-food inflation.

The expansion of monetary aggregates has 
been limited as private sector credit growth 
slowed and banking liquidity has been 
impacted by the central bank’s recent sell-off 
of dollars to defend the taka.

“With easing of loan classification standards 
and reopening of classified loan rescheduling 
facility on easier terms, vulnerabilities in the 
banking system and capital markets persists.” 

Accelerating exports and slowing imports 
have narrowed the current account deficit. The 

country’s budget deficit increased since fiscal 
2017-18 but remained below the target of 5 
per cent of GDP in fiscal year 2018-19.

However, according to the finance ministry’s 
existing data, the budget deficit crossed the 
target of 5 per cent of GDP last fiscal year.

“Low tax revenue collection continues to be 
a major challenge as policy and administrative 
reforms have stalled and, in some cases, been 
reversed.”

Public debt is expected to increase slightly 
to 32.8 per cent of GDP. The risk of both 
external and total public debt distress remains 
low.

Domestic demand growth is strong. Private 
investment is set to gain momentum given the 
reduced risk of political uncertainty following 
the 2018 elections and expected reforms to 
lower the cost of doing business.

Tariff escalation by the US against China 
may provide a boost to exports in the short 
run if Bangladesh can capture some of the 
trade diversion.

However, the recession in European 
and US export markets and appreciation 
of Bangladesh’s real exchange rate would 
adversely impact export demand and 
remittance.

The elevated global economic risk calls 
for accelerated structural reforms to increase 
potential output and build fiscal and external 
buffers. 

An immediate challenge is to address 
banking sector vulnerabilities, revenue 
shortfalls and appreciation of the real effective 
exchange rate.

At the same time, there is a need to prepare 
for tighter external financing conditions in the 
near to medium term. 

Given that garment occupies 84 per cent of 
total export Bangladesh’s export base is narrow, 
posing a structural economic weakness.

Diversification of export base is critical to 
buffer impacts from both external and internal 
shocks, and to sustain relatively high growth 
and accelerate job creation.

Overall volume of foreign direct investment 
(FDI) is still limited, with Bangladesh trailing 
competitors such as Vietnam, where FDI 
averaged 6 per cent of GDP in the last five 
years compared to 0.7 percent in Bangladesh.

Additionally, reforms are necessary to 
improve infrastructure, improve access to 
credit, address the high interest rates, boost 
human capital, and make business regulation 
less onerous and more predictable.

The WB Group has already given 
Bangladesh $10.06 billion under the CPF for 
five years from fiscal 2015-16. It will provide 
$2.2 billion in the current fiscal year.

Earlier, the WB gave Bangladesh $8.38 billion 
from fiscal 2010-11 to 2014-15 under the CPF.

The International Finance Corporation 
(IFC), a sister concern of the WB, already 
provided Bangladesh with $1.8 billion in the 
last four years. The amount was $783 million 
from fiscal 2010-11 to 2014-15.

The WB’s another concern, Multilateral 
Investment Guarantee Agency, gave the 
country $474 million in the last four years.

Under the CPF, the lender will provide 
$12.26 billion from fiscals 2015-16 to 2019-20.

The WBG now proposes extending the 
tenure of the partnership framework for one 
more year to June 2021 to align with the 
government’s eighth Five-Year Plan.  

1
.4

1

1
.1

5

2
.9

9

2
.2

4

2
.2

FY 16          FY 17        FY 18         FY 19       FY 20*

WORLD BANK’S AID TO BANGLADESH 

IN PAST FIVE YEARS

(in $b)
*estimate

Real GDP growth at constant market prices

Real GDP growth at constant factor prices

Inflation

Current Account Balance (% of GDP) 

Net FDI (% of GDP)

Fiscal balance (% of GDP)

Debt (% of GDP)

Primary balance (% of GDP)

2015

6.6

6.5

6.4

1.5

0.9

-3.7

31.8

-1.7

2016

7.1

7.2

5.9

1.9

0.6

-3.7

31.5

-1.8

2017

7.3

7.2

5.4

-0.5

0.7

-3.4

30.8

-1.6

2018

7.9

7.9

5.8

-3.5

0.6

-4.7

31.9

-2.8

2019*

8.1

8.3

5.5

-1.7

0.8

-4.4

32.8

-2.5

2020**

7.2

7.2

5.9

-2

0.8

-4.8

33.9

-2.6

2021**

7.3

7.3

5.7

-2.2

0.8

-4.7

34.8

-2.5

BANGLADESH’S MACROECONOMIC TREND

Ctg customs seizes illegally 
imported cigarette, chocolate

STAFF CORRESPONDENT, Ctg 

.........................................................................................

Chattogram Custom House yesterday seized two containers 
of cigarettes and chocolates, which were imported under 
false declaration.

The containers were supposed to have mushrooms 
and sweetcorn, Nur-A-Hasna Sanjida Anushua, assistant 
commissioner of customs, told The Daily Star.

The tax rate hovers between 43 per cent to 50 per cent 
for sweetcorn and mushrooms, which can go as high as 
120 per cent to 550 per cent in case of chocolate and 
cigarette, customs officials said.

The value of seized goods will be determined in a day 

or two after the completion of inventory, she said.
Chattogram based trader Bangla Vina Enterprise 

declared in its import documents that it was bringing 
17 tonnes of Mushrooms from Malaysia. The container 
arrived at Chattogram port in the beginning of the year. 

Another container of Dhaka-based Samit Trading 
International reached the Chattogram port with 10.5 
tonnes of sweetcorn from Singapore last Saturday.

The containers were opened yesterday.
 According to rules, if the quality of the cigarettes 

is found to be perfect, the consignment will be sold to 
Bangladesh Tourism Corporation. Otherwise it will be 
destroyed and other goods will be sold in auction.

COLLECTED

Nur-A-Hasna Sanjida Anushua, assistant commissioner of customs, poses with the seized chocolates and 

cigerettes, which were imported under false declaration, in Chattogram port yesterday.

Fish are dried in Dublar 
Char recently. Catches 
south of the Sundarbans 
have reportedly de-
clined, which fishermen 
attribute as an after-ef-
fect of cyclone Bulbul 
last November, severe 
cold and sudden rains. 
With October-March 
being the drying season, 
traders hope to recoup 
investments within the 
next two months.

DELICACIES DRYING UP?

PARTHA CHAKRABORTTY

Bangladesh’s rise 
in global apparel 
business
REFAYET ULLAH MIRDHA

...........................................

Just after the Independence 
War of 1971, Bangladesh 
had to put up a fresh fight 
to get rid of the scars that 
the nine-month battle left 
on its economy.    

Like on the domestic 
front, the country started a 
modest journey in overseas 
trade: it logged $348 
million by exporting 25 
products to 68 countries in 
fiscal 1972-73, according to 
the commerce ministry.

Of the products, only 
three -- jute, leather and tea 
-- were prominent, with jute 
alone fetching 90 percent of 
the total export earnings.

But the situation took 
a turn for the better in 
late 1970s when a band of 
educated youths began to 
try their luck in readymade 
garment shipment. They 
even had set up factories 
on the premises of 
their home or in shared 
buildings to rope in buyers 
and subsequently started to 
find their feet in the global 
apparel business.   

SOURCE: EXPORT PROMOTION BUREAU

TOP TEN EXPORT 
DESTINATIONS

(in first half of fiscal 2019-20)

US 

$3.34B

GERMANY

$2.82B

UK

$2.02B

SPAIN

$1.3B

FRANCE

$0.98B

ITALY

$0.74B

INDIA

$0.69B

JAPAN

$0.65B

POLAND

$0.63B

NETHERLANDS

$0.63B

BANGLADESH
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