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The rate of development spending improved 
marginally in the first ten months of the 
current fiscal year 2025-26, but the amount 
of money spent during the period was 
actually lower compared to a year earlier.

Spending under the Annual 
Development Programmes (ADP) stood 
at Tk 86,516 crore during the July-April 
period, or 41.41 percent of the total 
revised allocation, according to data 
released yesterday by the Implementation 
Monitoring and Evaluation Division (IMED). 
In April alone, spending rose 5.22 percent.

The ten-month execution rate is 
slightly higher than the 41.31 percent 
achieved during the same period of FY25 
but is Tk 6,908 crore less in absolute 
terms.

The revised ADP allocation for FY25 
stood at Tk 2.16 lakh crore, while it was Tk 
2.08 lakh crore for FY26.

The marginal uptick in the execution 

rate does little to reverse a multi-year slide 
in budget implementation.

The 10-month ADP execution rate stood 
at 49.26 percent in FY24, 50.33 percent in 
FY23, and 54.57 percent in FY22.

In FY25, the full-year development 
spending hit a historic low, with only 68 
percent of the revised ADP implemented, 
the weakest performance since FY1976-
77.

The decline in the actual money spent 
reflects the disruption of a mid-year 
political transition following the uprising, 
which prompted several project directors 
and contractors to step away from 
their positions. Economic uncertainty 
compounded the slowdown.

The Health Services Division has 
performed the worst, implementing only 
22.15 percent of its July–April target 
despite rising concerns over healthcare 
access.

With two months left in the fiscal year, 

analysts say Bangladesh is on course for 
another year of weak ADP execution.

The shortfall may also dent revenue 
collection by the National Board of Revenue, 
which collects advance income tax and VAT 
from implementing agencies. However, 
lower execution could also help contain 
the budget deficit and reduce government 
borrowing from the banking sector.

Among top-allocated ministries, the 
Ministry of Science and Technology’s 

execution rate stands at 80 percent, 
driven largely by the Rooppur Nuclear 
Power Plant expenditures.

The Energy and Mineral Resources 
Division follows at 68 percent, and the 
Ministry of Agriculture at 62 percent.

Meanwhile, despite the sluggish 
implementation trend, the new BNP-led 
government has announced an ambitious 
development budget of Tk 3 lakh crore for 
the upcoming FY27.

ADP spending rate ticks up
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the constraints facing many 
firms today do not appear 
to be purely financial. 
Energy shortages, logistical 
frictions and uncertainty 
about operating 
conditions continue to 
limit production capacity. 
Reports of substantial 
installed investment 
sitting idle because of 
inadequate gas supply 
point to a broader issue: 
firms may have capacity 
but lack the conditions to 
use it productively. In that 
context, cheaper credit may 
improve liquidity without 
generating proportionate 
increases in output or 
employment.

The structure of the 
package deserves similar 
scrutiny.

Of the Tk 60,000 
crore package, Tk 41,000 
crore is described as 
a refinancing facility 
sourced from banks with 
excess liquidity through 
longer-term deposits, 
while Tk 19,000 crore 
comes from Bangladesh 
Bank’s resources under 
government guarantee 
arrangements.

This matters because 
the package is not simply 
reallocating existing fiscal 
resources. It is mobilising 
additional credit through 
a financial system that is 
already under pressure.

The refinancing 
component may help 
redirect liquidity towards 
productive sectors. But 
it also places additional 

lending demands on banks 
at a time when the sector 
continues to carry high 
levels of stressed assets even 
after years of restructuring 
and rescheduling. 
When credit allocation 
mechanisms are already 
weak, expanding directed 
lending risks reinforcing 
existing distortions rather 
than correcting them.

This is where political 
economy becomes difficult 
to ignore. Bangladesh has 
seen versions of this before: 
large pools of directed 
credit introduced with 
developmental objectives 
but weakened by poor 
targeting and incentives 
that reward access over 
performance. Without 
stronger safeguards, the 
package risks throwing 
good money after bad.

The Bangladesh Bank-
funded component raises 
a different concern. With 
private credit growth 
already subdued, the 
immediate risk is not 
excess demand. It is that 
additional liquidity may 
loosen financing conditions 
without materially 
expanding production if 
supply constraints remain 
binding. In that case, credit 
expansion may increase 
nominal spending faster 
than real output, raising 
the risk of further inflation 
without commensurate 
gains in growth or 
employment.

There are fiscal 
implications as well.

Bangladesh is already 
carrying substantial 
subsidy obligations, 
particularly in energy, 
while operating under 
increasingly constrained 
fiscal space. Even where 
this package does not 
appear directly in the 
annual budget, guarantees, 
interest support and 
contingent liabilities 
remain claims on the public 
balance sheet.

The external side should 
not be ignored either.

If a significant share 
of the additional credit 
finances imports or 
working capital while 
production remains 
constrained, pressure 
on the foreign exchange 
market could intensify. The 
magnitude of that risk will 
depend less on the volume 
of credit than on whether 
supply conditions improve 
quickly enough to support 
output and exports.

The employment 
projections also deserve 
caution. The package 
targets more than 2.5 
million direct and indirect 
jobs across multiple sectors. 
Yet the methodology 
behind these estimates is 
not explained. Employment 
is ultimately generated 
by production, not credit 
disbursement. Without 
clearer assumptions 
about capacity utilisation, 
output response and 
investment realisation, the 
numbers appear closer to 
aspirational targets than 

dispassionate forecasts.
None of this means 

the package is misguided 
in every respect. Support 
for SMEs, agriculture, 
cottage industries, export 
diversification and smaller 
enterprises may generate 
meaningful returns if 
financing is paired with 
measures that ease 
operational bottlenecks, 
especially energy availability, 
import access and stronger 
lending discipline.

But success will depend 
on sequencing.

Stimulus works best when 
firms are fundamentally 
operational and temporarily 
constrained by finance. If 
firms remain constrained 
by energy and institutional 
bottlenecks, additional 
credit may preserve liquidity 
without reviving production.

The issue is not credit 
availability alone. It is 
whether the economy can 
convert credit into output. 
Without that, the package 
may succeed in disbursing 
funds while falling short on 
growth, exports and jobs.

Such a failure would not 
simply mean disappointing 
results. It could leave the 
economy with higher 
inflation, greater pressure 
on public and financial 
balance sheets and weaker 
macroeconomic stability 
without materially expanding 
productive capacity.

The writer is a former lead 
economist of the World 
Bank’s Dhaka office
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protests. Seven days 
later, the Bangladesh 
government appointed an 
administrator to ensure a 
fair election.

Months later, former CCCI 
leaders, including Sammilito 
Byaboshayee Parishad 
leader SM Nurul Haque, 
demanded reforms and 
called for the exclusion of 
Town Association and Trade 
Group categories, arguing 
that their constituent bodies 
were inactive.

On August 11, 2025, the 
Election Board announced 
a schedule with polling set 
for November 1.

The situation became 
more complex when, on 
September 4, 2025, the 
commerce ministry’s Trade 
Organisation Wing allowed 
Town Association and Trade 
Group participation, despite 
earlier CCCI and ministry 
reports (July 15 and August 
20) describing them as 
inactive and non-operational.

Legal challenges 
followed, with four 
businessmen approaching 
the Alternative Dispute 

Resolution Tribunal of the 
Federation of Bangladesh 
Chambers of Commerce 
and Industry (FBCCI), 
while another filed a writ 
with the High Court, both 
contesting the process and 
category inclusion.

On April 22, the FBCCI 
Tribunal ordered the 
cancellation of the earlier 
election schedule and 
directed that a new one 
be announced under the 
Trade Organisation Rules 
2025, requiring direct 
voting for all presidium 
posts.

However, on May 18, the 
Election Board issued a 
notice setting the election 
for May 23, prompting 
another writ on May 19 
by SM Nurul Haque and 
another business leader.

The High Court stayed 
that notice on May 21 for 
six months, but a Supreme 
Court chamber judge later 
stayed the High Court order 
the same day, allowing the 
election to proceed.

The commerce ministry 
also directed that it be held 
in a free and fair manner.

Banks below
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have been linked to 
the Capital Adequacy 
Ratio, which he argued 
would have been fairer 
for shareholders of well-
performing banks.

“Shareholders have a 
reasonable expectation 
of cash returns when 
a bank is performing 
well. That incentive 
for supporting strong 
banking institutions 
is being overlooked,” 
said Arefin, who is also 
managing director and 
chief executive officer of 
City Bank.

“This will not help 
our agenda to encourage 
people to go to the 
capital market for their 
investments. I don’t 
know why CAR wasn’t 
considered. Is it because 
the government is seeking 
higher credit growth? But 
that connection is too 
distant.”

Banks can raise paid-
up capital through rights 
shares to meet the Tk 
2,000 crore threshold 
and retain eligibility for 
cash dividends. A rights 
issue allows existing 
shareholders to buy 
additional shares, usually 
at a discounted price, in 
proportion to their current 
holdings.

Asif Khan, president of 
CFA Society Bangladesh, 
also opposed linking 
dividend eligibility to paid-
up capital, suggesting it 
should instead be tied 
to shareholders’ equity, 
capital adequacy ratio and 
provisioning levels.

He said that only one 
bank now effectively 
meets the Tk 2,000 crore 
threshold. So, most of 
the commercial lenders 
will be unable to pay cash 
dividends from next year, 
which could affect the 
capital market.

According to Dhaka 
Stock Exchange (DSE) data, 
National Bank PLC has the 

highest paid-up capital 
among listed lenders at 
Tk 3,219 crore, followed 
by BRAC Bank at Tk 2,289 
crore and City Bank at Tk 
1,749 crore.

Other major lenders 
include Eastern Bank (EBL), 
Islami Bank Bangladesh, 
United Commercial Bank, 
Pubali Bank, Bank Asia, 
Southeast Bank and Prime 
Bank, all of which fall 
below the paid-up capital 
threshold.

EBL’s paid-up capital 
stands at Tk 1,643 crore, 
Islami Bank Bangladesh’s 
at Tk 1,609 crore and 
United Commercial Bank’s 
at Tk 1,550 crore, according 
to Dhaka Stock Exchange 
(DSE) data.

Pubali Bank has Tk 1,496 
crore, Bank Asia Tk 1,391 
crore and Southeast Bank 
Tk 1,373 crore, while Prime 
Bank’s paid-up capital is Tk 
1,218 crore.

Khan said many of these 
banks maintain strong 
capital adequacy ratios 
and have no provisioning 
shortfalls.

“So, why would they be 
barred from giving cash 
dividend?”

He also pointed to a 
possible policy conflict 
with the National Board 
of Revenue (NBR), which 
imposes higher tax on 
listed firms that do not pay 
cash dividends.

The Bangladesh Bank 
said the decision was 
taken considering the 
overall condition of the 
banking sector, depositor 
protection, financial 
resilience and the need 
to strengthen capital 
conservation buffers.

A senior central bank 
official said the policy 
was intended to improve 
the health of the banking 
sector and protect 
depositors’ interests. 

Other eligibility criteria 
for dividend payout would 
remain unchanged, he 
added.


