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EXECUTIVE
SUMMARY

IMPRESSIVE
ECONOMIC AND
SOCIAL GAINS
POSITIONS
BANGLADESH AS
A DEVELOPMENT
ROLE MODEL
In just five decades of independence, Bangladesh has managed to transition from fragility to middle-income
status and has set an example of a developmental success story. The country has transitioned to a lower
middle-income country in less than fifty years after having the second lowest per capita income in the world. It has
registered average Gross Domestic Product (GDP) growth rates of more than 6 percent in last ten years and over 8
percent in fiscal year 2019. Despite grave challenges from the COVID-19 pandemic, Bangladesh’s economy proved its
resilience by achieving a growth rate of 5.2 percent in fiscal year 2020 which was higher than comparators such as India
with 4.2 percent, Bhutan with 0.6 percent and Vietnam with 2.9 percent. Over the last 15 years, the success of economic
growth has been fueled largely by the manufacturing sector, which created several million low-skilled jobs and private
consumption primarily driven by remittances and a growing middle-class.

TREDS- Trade Receivables Discounting System
UNEP- United Nation’s Environment Programme
UNFCCC-United Nations Framework Convention on Climate Change
VAT- Value Added Tax
VSQI- Vietnam Standards and Quality Institute
WEF- World Economic Forum
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BANGLADESH FARING BETTER IN INDICATORS THAN
COMPARATORS
BANGLADESH

INDIA

MALAYSIA

Average GDP growth rate 2015-2019 (%)

7.4

6.7

4.9

Life Expectancy (years)

72

69

76

Seats held by women in national parliaments (%)

21

14

15

INDICATORS

Source: World Bank data

Several factors contributed in the resilience and growth that Bangladesh has exhibited including higher
private sector engagement, remittances, economic liberalization and trade integration. Prudent fiscal
management has resulted in inflation generally being in single digits and public debt has been low at 36 percent of
GDP in 2019. Private investment as a share of GDP has depicted an upward trend in the last three decades – from
close to 10 percent in 1985, it has reached more than 23 percent in 2020. The golden years of the private sector
were between 1990 and 2010, where the sector more than doubled in volume and became the key driver in the
economy. This stimulated the rise of the manufacturing sector which has been the single largest contributor to
growth. Its share in GDP has increased from 13 percent in 1981 to 20 percent in 2019. Moreover, large inflows of
remittances, over US$ 18 billion in 2020 and a foreign exchange reserve of US$ 43 billion in December 2020, also
supported resilience and welfare improvements.

STRONG FOOTING FOR JOURNEY TOWARDS
HIGH-INCOME ASPIRATIONS
Building on this success, Bangladesh rightly aspires to be an Upper Middle-Income country by 2031 and a
Developed Country by 2041, however it needs to overcome key high-level constraints hindering economic
growth. The country’s 8th Five Year Plan aims to accelerate economic development and align it with its ambitions
through stronger trade and investment. It includes key targets such as: (i) increase in gross investment from 31.8
percent to 36.6 percent of GDP; (ii) increase in private investment from 23 percent to 27 percent of GDP; (iii)
Increasing FDI from 0.5 percent of GDP to 3 percent of GDP and (iv) increasing exports from US$ 33.6 billion in
2020 to US$ 56 billion by 2025. Achieving these targets imply that Bangladesh will need to enter a more
coordinated phase of policy agenda and reforms to sustain its recent growth trajectory and improve overall
competitiveness. Moreover, this significant expansion of the economy is necessary as Bangladesh needs to
provide gainful employment to 2.2 million workers that are joining the workforce every year.
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JOBS AND ECONOMIC DIVERSIFICATION WILL BE
CRITICAL FOR MOVING BANGLADESH TO
THE NEXT STAGE OF GROWTH
Diversification of, and more dynamism in formal sector are required for large-scale formal job creation and
extending quality gains into the informal sector. Bangladesh will need rapid growth in the formal sector in order to see
significant gains in job quality. For example, reaching a target of 35 percent of workers in wage employment by 2025 (from
22.3 percent today)3 would require the creation of 1.35 million formal sector jobs each year over the next decade. This is
2.5 times the number of wage jobs that were created in the period 2003-2015. This implies that the formal sector will need
to grow several times faster than the overall economy to sustain a sufficient pace of quality job creation. While the
established sectors such as RMG continue to fuel prosperity, unleashing potential of new growth drivers will be key in
expanding the formal sector opportunities. This requires creating and/strengthen markets and mobilizing greater flow of
private investments in new growth sectors.
Formalization of the economy is needed for large-scale job creation which economic diversification can trigger.
One of the key challenges of Bangladesh is to provide gainful employment to 2.2 million people joining the labor force
every year. Moreover, the country is experiencing a demographic dividend, albeit labor is mostly unskilled moving from
agriculture to labor intensive industries. This implies that the formal sector will need to grow several times faster than the
overall economy to sustain enough pace of quality job creation. While the established sectors such as RMG continue to
fuel prosperity, economic diversification will help to find potential new growth drivers may be key in expanding the formal
sector opportunities. This requires creating and/strengthen markets and mobilizing greater flow of private investments in
new growth sectors.

ALIGNING WITH GLOBAL DIRECTIONS AUGMENT
NEW OPPORTUNITIES
GREEN FINANCE

AGRIBUSINESS

DIGITAL ECONOMY

By 2050, about 68% of the
population is expected to live in
cities. Urbanization also affects
food consumption patterns—
higher urban income is
reflected in increased demand
for processed food and meat

By 2050, technology will
dominate the workplace with
artificial intelligence and smart
assistants being common, while
the use of augmented and
virtual reality continues to
increase

Globally, the green bond
market could be worth over 2.3
trillion by 2023. Climate
Investment Opportunities
Between now and 2030 stands
at $23 trillion

By 2050, Agricultural production
will need to increase by 70
percent due to increase in
population

5G networks will allow for more
high-capacity services like
telehealth, telesurgery and
ER services

24 million new jobs globally by
2030 can be created by shifting
to a greener economy,
according to International
Labor Organization (ILO)
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COVID AND POST-LDC COMPETITIVE WORLD ADDS
IMPETUS TO DIVERSIFICATION IMPERATIVE

EXPANDING THE SUCCESS OF RMG INTO
NEW GROWTH SECTORS WILL ENHANCE PROSPERITY

Two foreseeable challenges have added impetus to the diversification imperative Bangladesh being
stripped of crucial advantages after its graduation from LDC status and challenges arising from
COVID-19 pandemic. After Bangladesh’s graduation from LDC status in 2026, its trade preferences will be
eroded which will have an adverse effect on exports. This in turn will have negative implications for GDP and
employment. According to WTO, exports can decline by 14 percent. On the other hand, the economic downturn
from the coronavirus pandemic poses multidimensional challenges for Bangladesh that till span over the
medium and long-term horizon. Not only will Bangladesh’s growth drivers like exports and remittances be
affected but a slowdown in economic activities of Bangladesh’s major trade partners will require the country to
hedge risks by going for targeted economic diversification.

Enabling new growth drivers can offer diversified Source of income of the country and hedge it from economic
volatility. New sources of growth can also offer potential transformational impact and strategic opportunities. Even though
there are opportunities for RMG to move up the value chain and can be sustained in the coming years, it is highly essential
for the country to expand competitive sectors through greater economic diversification. Economic diversification can
reduce volatility as the country is no longer dependent on a single sector. Foreseen can be an eventual slowdown in the
growth of the RMG sector and an increasing contribution from new growth sectors that can contribute significantly to the
GDP and labor employment of the country. Economic diversification can help to attain the longer-term goal of structural
transformation and rising employment in high-wage and high-productivity sectors including agribusiness, digital economy,
higher value garments and climate investment opportunities.

Post LDC Tariff Rates for Bangladesh
Current Tariff Rates Facing Bangladesh
as an LDC

Countries

Post-Graduation Tariff Rates
(Average)

0%

9.5%

0%

17%

0% in 97.5 percent products

16.2%

0%

8.6%

0% in more than 98 percent products

8.7%

Source: Navigating New Waters: Unleashing Bangladesh’s Export Potential for Smooth LDC Graduation – An Overview 2020

3
While data on the share of wage and salaried workers is not available in many countries, available relevant comparisons for Bangladesh include:
Indonesia: 38.7 percent (2015); Vietnam: 39.3 percent (2015); Peru: 47.1 percent (2015); and Sri Lanka: 56.4 percent (2014). Source: WDI

08

FOCUSED APPROACH TO BUILD COMPETITIVENESS
OF NEW SECTORS WILL BE KEY DRIVER OF SUCCESS
Focusing on small yet strategically important sectors and supporting their competitiveness through sharing
global best practices and policy opportunities in bangladesh will be key to unlocking the potential of such sectors.
The discourse on economic diversification and preparing new sources of growth has been on the table for some time,
without much success. First and foremost, efforts to strengthen sectors have been sporadic, a large number of sectors are
identified by the government for export diversification, resulting in diffused effectiveness of resources and policy attention.
Absence of a comprehensive and long-term strategic approach to support the growth of these potential sectors has
resulted in a fragmented and dispersed strategy framework.
Several national strategic documents and plans identify a large number of sectors/themes as being promising for
diversification. This ultimately results in the diffused effectiveness of scarce and critical government support without a
substantial impact on sectoral competitiveness. In the recent times, the GOB has identified 12 sectors as “high priority
sectors” in the national industrial policy 2016, and 13 sectors as ‘highest priority sectors’ in the bangladesh export policy
2018-2021. Policies in agriculture sphere include national agriculture policy 2018, and national agricultural extension policy
2020 while digital economy is guided by national ict policy 2018 and digital bangladesh strategy. The delta plan 2100
provides overarching guidance on addressing climate impact in bangladesh. Cross-cutting themes encompassing these
sectors include green growth, expansion of smes, and female employment. Given capacity and resource constraints in the
public sector institutions, and despite global demand and the country’s comparative advantages, bangladesh will likely
struggle to attain full potential of these sector without focused policy attention backed by technical and global best
practices.
Focusing on agribusiness, digital economy (IT and ITES), and green financing for climate-smart investments holds
enormous and high-impact potential. Each of these areas fare very prominently in the national industrial policy 2016,
export policy 2018-21, and in the national development plans and in the principal development strategy documents such as
8th five year plan, digital bangladesh strategy and the perspective plan 2041. Each of these sectors/thematic areas holds
strong potential to meet the economic goals of the country, such as creating employment opportunities for the large number
of workers, increasing export income, impact on small and medium enterprises, and potential for sustained growth in the
medium to long term, and emerging new investment/market opportunities. The study proposes to help provide insights as
to how these sectors can be strengthened for domestic and export markets in light of best practices in successful countries,
pertinent gaps, and policy and market actions that will help address the gaps, and unleash the potential.
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AGRO PROCESSING
CHAPTER AT A GLANCE

Areas Requiring Further Attention

Key Sector Features and Outlook
•
•
•
•
•
•
•
•

Agriculture 14% of GDP; Agro processing 1.8%
47% of income spent on food
Employs more than 37% of the national labor force
Bangladesh among top 10 producers in several produces
Agro export just over 4% in export basket with continental Asia being the primary market.
$5.8 billion processed food local market by 2030
$2.3 trillion global halal food market
60% higher demand for food by 2050 globally
What Successful Countries Did to Build a Strong Agro Sector

•
•
•
•
•
•

Long-term targeted sector development plan/policy for agribusiness
Strong agribusiness focus in FDI promotion and export strategy
Economies of scale through agglomeration of agriculture economy
Logistics development for processing value chain
Effective Market Information System for market, demand and supply projections
Broader enabling environment e.g. sectoral regulatory reforms, infrastructure for faster
market access, technology transfer and adoption

•
•
•
•
•
•
•
•
•

Total factor productivity improvements (BD growth 1% vis-à-vis Vietnam 1.9%)
Availability of appropriate varieties for processing
Level of mechanization
Adoption of Good Agricultural Practices (GAP)
Contract Farming Framework
High percentage (30-40%) of post-harvest loss
Import-dependence of processing ingredients
Logistics availability, particularly Temperature Controlled Logistics (TCL)
Standards and certification facilities conforming to international market requirements
Key Policy Reforms to Garner Local and Foreign Investment

• One stop services in Ministry of Agriculture for efficient and fast agribusiness regulatory
services delivery
• New regulatory framework for logistics (e.g. warehousing and storages) by
replacing the age- old Warehouse Ordinance of 1959
• Removal of restrictive measures on foreign ownership in logistics sector
(e.g., allowing 100% foreign ownership; removing 40% equity ceiling for
foreign partners in logistics joint ventures)
• Develop Internationally compatible Halal certification system
• Expansion of third-party and private participation in testing and certification
• 3 to 5 agro-processing zones in areas considered commercial agri production centers
• Adoption of Good Agricultural Practices (GAP) to addressed sustainability issues

60%

UNIQUE VALUE
PROPOSITION
OF AGROPROCESSING
IN BANGLADESH

9.8

BILLION
GLOBAL POPULATION
BY 2050

34
MILLION

PEOPLE MIDDLE
AND AFFLUENT
CLASS BY 2025

68%

POPULATION WILL LIVE
IN CITIES BY 2050 WITH
INCREASED DEMAND FOR
PROCESSED FOOD

PRODUCERS OF
RICE, JUTE, FARM FISH,
VEGETABLES, POTATO ETC

14%
CONTRIBUTION
TO GDP BY
AGRICULTURE

47%

INCOME SPENT
ON FOOD BY
BANGLADESHIS-

2.18%

OF GLOBAL
POPULATION

$2.4

$5.8

GLOBAL HALAL
FOOD MARKET
BY 2025

BANGLADESH PROCESSED
FOOD MARKET BY 2030

BANGLADESH AMONG

TOP 10

HIGHER DEMAND
FOR FOOD BY 2050

TRILLION

BILLION

Key Takeaways for Bangladesh
from Vietnam Success Story

Long-term Targeted Sector
Development Plan/Policy help in
identifying role and importance
of agribusiness in national
growth strategy and garner the
necessary policy support

It is critical that formal
policy/plans are
complemented by
targeted and time-bound
focused agribusiness
implementation strategy

Stronger trade integration
through targeted trade
agreements and export
competitiveness help export
market development for
agri products, creating pull
factors and entry points for
reforms such as standards

Trade and investment policies
for agriculture need to be
developed in complementary
way, paving in FDI

Economics of scale
through agglomeration of
agriculture economy and
logistics development is
critical for multiple layers
of agri value chain

Effective Market
Information System is
critical for bringing all
market players in
accessible digital
networks and providing
real-time information on
markets, demand and
supply projections

Agro-processing benefits
from a conducive broader
enabling environment that
provides the necessary
infrastructure for faster
market access,technology
transfer and adoption

Recommendation

SUMMARY OF
RECOMMENDATIONS
FOR AGRIBUSINESS
IN BANGLADESH

Better Regulatory
Service Delivery to
Agribusiness Sector
through Effective
Cross-government
Coordination

Targeted Agribusiness
Policy and Fiscal
Support for
agroprocessors
to create a
strong market pull

Action Agenda
(Policy/Regulatory/
Institutional)
1. Establish one stop
services in Ministry of
Agriculture for efficient
and fast agribusiness
regulatory services
delivery
2. Establish
Agribusiness
Development
unit/directorate in
Ministry of Agriculture

1. Develop a national
policy/strategy on
agribusiness sector
development
2. Re-allocate 10-15%
of current agri
subsidy into
challenge/matching
fund for
agro-processing firms

Lead Agency

Supporting Agencies

Timeline

Ministry of
Agriculture

Prime Minister’s
Office (PMO),
Ministry of
Industries, Ministry
of Food, Bangladesh
Agro-processors
Association (BAPA),
Bangladesh Seed
Association

1-2 Years

Ministry of Agriculture
and Ministry
of Finance

Prime Minister’s
Office (PMO),
Ministry of
Industries, Ministry
of Food, Bangladesh
Agro-processors
Association (BAPA),
Bangladesh Seed
Association

1-2 Years

19

Recommendation

Action Agenda
(Policy/Regulatory/
Institutional)

Comprehensive
policy/regulatory
framework for logistics
development

1. Develop and enact a
National Logistics
Policy/Logistics
Development Strategy
2. Enact a new regulatory
framework for logistics
(warehousing and
storages) by replacing
the age-old Warehouse
Ordinance of 1959
3. Institute an
inter-agency coordination
mechanism to bring
together the 9 ministries
and 21 agencies who are
relevant for logistics
4. Allow 100% foreign
-owned logistics
companies
5. Removal of restrictive
measures on foreign
ownership in logistics
sector (e.g., allowing
100% foreign ownership;
40% equity ceiling for
foreign partners in
logistics joint ventures)
6. Form an authority
under a single ministry to
address trade logistics
issues

Pilot ‘social’ or
‘community’ based
agriculture’ to maximize
land base

1. Develop and roll out
a pilot program
for community
agriculture under the
supervision of DAE
2. Issue guidelines for
community agriculture

20

Lead Agency

Ministry of
Commerce

Ministry of
Agriculture

Supporting Agencies

PMO, Ministry of
Shipping, Ministry of
Industries, NBR,
BAPA,
Logistics
Development
Working Group of
PMO

Ministry of Law

Timeline

2-3 Years

3 Years

Recommendation

Develop a National
Quality Infrastructure
with strong focus on
agro-food quality control
and certification
mechanism aligning to
internationally accepted
standards

Institute a strategic
collaboration framework
for low-cost
agroinsurance and
supply chain financing

Action Agenda
(Policy/Regulatory/
Institutional)
1. Develop and roll out an
implementation plan for
the National Quality
Policy 2015 which
remains ineffective
2. Secure multiple Mutual
Recognition Agreements
(MRA) with countries with
high potential agri export
and import
3. Operationalize the
Mutual Recognition
Agreement (MRA) signed
with Board of Standards
India by completing
formal notification to the
customs authority
4. Develop Standard
Operating procedures
(SoPs) for risk
management for Plant
Quarantine Rules
5. Develop an
internationally compatible
Halal certification system
6. Rationalize the number
of products in import
order for mandatory
inspections
7. Expand more
third-party and private
participation in testing
and certification

1. Establish a
framework for strategic
collaboration between
financial institutions and
agri value chain
sectors
2. Establish a microinsurance company or a
similar institution

Lead Agency

Supporting Agency

Timeline

Ministry of
Industries

BSTI, Bangladesh
Accreditation Board,
Ministry of
Agriculture

3-5 Years

Ministry of
Finance, Bangladesh
Bank

PMO, Ministry of
Agriculture,
Bangladesh Insurance
Development and
Regulatory
Authority, FBCCI

2-3 Years

21

Recommendation

Action Agenda
(Policy/Regulatory/
Institutional)

Lead Agency

Supporting Agencies

Timeline

Recommendation

1. Removal/easing of
restriction on notified
crops

Facilitate industrial
agriculture, in addition
to commercial
agriculture

2. Easing/simplifying
process for release of
new varieties for
industrial agriculture
3. Reduction of import
duty on industrial
varieties

Ministry of
Agriculture

Seed certification
Agency, National
Seed Board,
Bangladesh Seed
Association

3-5 Years

4. Set up a public fund
to support innovation
-driven existing and
start up agri firms to
invest in R&D of
industrial varieties
development

Build Capacity of BSTI
and Bangladesh Food
Safety Authority
(BFSA)

1. Financial resources
and skills allocation for
establishment and
operations of more
state-of-the-art testing
labs
2. Develop capacity to
identify opportunities
for MRA with high
potential agro trading
partner countries and
ability execute and
implement MRAs

Ministry of
Industries
(BSTI), Ministry of
Food (BFSA)

3-5 years

Establish
agroprocessing zones
(APZs) and incentivize
private sector
investments along
agricultural value
chains

Increase public
investment in Research
and Development

Strengthen Technology
Adoption and Digitize
Agricultural Market
Information System
(AMIS)

Action Agenda
(Policy/Regulatory/
Institutional)
1. Establish 3-5
Agro-processing
zones in areas such
as Jessore, Cumilla,
Bogra Narisngdi which
are considered
commercial production
center for fruits,
vegetables, spices,
poultry etc.

Supporting Agency

Timeline

Bangladesh Economic
Zones Authority
(BEZA)

PMO, Ministry of
Industries, Bangladesh
Agroprocessors
Association (BAPA)

5 Years

Ministry of
Agriculture,
Ministry of
Finance

Ministry of Industries,
Ministry of Science
and Technology,
Bangladesh seed
association, BAPA

5 years

2. Establish a desk
within BEZA to deal
with feasibility,
development, and
operations of
agro-processing
zones
1. Allocate 2% of
Agriculture GDP in
Agri R&D

1. Prepare a technology
road map and action
plan for Agri sector for
technology adoption
and digitization
2. Digital Database for
farmers and agri
intermediaries
3. Upgrade of
Intellectual Property
Rights (IPR)
4. Provide tax and fiscal
incentives to ease
technology adoption
and transfer
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Lead Agency

Ministry of
Agriculture

Ministry of Industries,
Information and
Communication
Technology Division,
Ministry of Posts,
Telecommunication
and Information
Technology,
Bangladesh
Association of
Software and
Information Services
(BASIS)

2-5 Years
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DIGITAL ECONOMY
CHAPTER AT A GLANCE

Areas Requiring Further Attention

Key Sector Features and Outlook
• 103 million internet users
• 50% of 170 million population has digital experience through mobile phone
• All components of Digital Economy present i.e. E-commerce; Digital Financial Services
(Infra and Platforms) ,Start-ups. Venture Capital; ITES/BPO; Digital Device Manufacturing
• 4.5 million DFS transactions per day
• $3 Billion e-commerce market by 2023
• 16% of global online workers in Bangladesh
• 120 companies export ICT products worth nearly USD1 billion to 35 countries; 2000 e-commerce sites
• About 125 thousand jobs created by IT and ITES/BPO business
• Bangladesh among 'Break Out' countries in Mastercard Digital Evolution Scorecard
• By 2030, it is estimated that technology trends and deployment could create 20 million to 50 million jobs
globally
• The next decade will see another 3 billion people gain online access
What Successful Countries Did to Build a Strong Digital Economy
• Digital policies in infrastructure, regulatory framework, skills, etc. have to be carefully intertwined to
deliver holistic impact on development of digital economy
• Digital skill building is an utmost necessity for the industry to grow
• Digital infrastructure is an important enabler for the sector to grow
• MSMEs across the globe benefit the most in a digital economy through supportive government
procurement systems
• Digital economy strives on low-cost high-speed data and mobile connectivity
• Promotion of the Start-up eco-system by reducing barriers for entry and conduct of business, as well as
government tax incentives for Start-ups

• Usage of the platforms yet to be ubiquitous and scalable
• MSMEs and entrepreneur specific initiatives, and take-up is limited
• B2B e-commerce is still in its infancy due to a transaction limit in digital wallet-based transactions,
and for absence of strong consumer protection framework
• Skill development for certain strategic ITES industries (e.g. BPO) inadeuate in the country
• Rural and low-income population are often not fully digitally literate
• The existing Digital Economy regulations are more conducive to larger firms than SMEs
• Tariff and tax rates for smartphone and data limiting the scale of digitalization of the consumer economy
Key Policy Reforms to Garner Local and Foreign Investments
•
•
•
•
•
•
•

Expedite roll-out of the draft ‘Made in Bangladesh Policy’ for local manufacturing of digital devises
Enactment of Data protection and privacy Law Consumer and data protection assurance
Reduction of taxes on DFS products such as POS, cards etc.
Revision of taxes to decrease internet prices/data usage, smart phone imports
Introduction of National Policy on Start-up for eco-system and investment growth
Update Digital Commerce Policy 2018
Develop Digital literacy (minimum app usage health, education, and agri) in segments
including segments with low literacy
• Upgradation of Intellectual Property Rights (IPR)
• Simplifying repatriation ad exit options under FERA 1947

UNIQUE
VALUE
PROPOSITION
OF DIGITAL
ECONOMY IN
BANGLADESH

16%
GLOBAL WORKERS
FROM BANGLADESH
(2ND HIGHEST IN WORLD)

50%
OF POPULATION HAS DIGITAL
EXPERIENCE THROUGH
MOBILE PHONE

MISSION
5 BILLION
BY 2025
$5 BILLION IN
DOMESTIC MARKET
BY 2025

103
MILLION
INTERNET USERS IN 2020
(60% PENETRATION)
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4.5
MILLION

DFS TRANSACTIONS
PER DAY

$3

BILLION

MILLION

E-COMMERCE
MARKET BY
2023

PEOPLE TO REACH MIDDLE
CLASS BY 2025

$200
MILLION

IN INTERNATIONAL
VENTURE
INVESTMENT IN
LAST DECADE

BILLION+

PER ANNUM IN
MOBILE PHONE
IMPORTS

Key Takeaways for BD from
Country Case Studies
(India and Indonesia)

Pathways and business
continuity growth framework
need to be created for the
critical private sectors of the
economy

MSMEs across the globe
benefit the most in a
digital economy through
fair and transparent
government procurement
systems

India-Stack is a wonderful
example of how different aspects
of digital policies are carefully
intertwined and help deliver
holistic impact on development
of digital economy

Digital economy strives
on low-cost high-speed
data and mobile
connectivity

Digital Skill building is an
utmost necessity for the
industry to grow

Digital economy cannot grow
only based on digital
infrastructure

Urban transport is usually
a fast adoption domain for
digital use cases

Promotion of the Start-up
eco-system by reducing
barriers for entry and
conduct of business, as
well as government tax
incentives for Start-ups

RECOMMENDATIONS

SUMMARY OF
RECOMMENDATIONS
FOR DIGITAL
ECONOMY
IN BANGLADESH

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

1. Scale up the Smart NID
infrastructure and aligning the
same with bank accounts and
government services

Universalize digital
identity be used as a
conduit for digital
inclusion

Create legal
pathway for digital
identity based
authentication for
universal use
Promote bank-based
payments and digital
finance for greater
inclusion

LEAD AGENCY

SUPPORTING AGENCIES

ICT Division

Ministry of Finance,
Bangladesh Bank, Ministry
of Commerce, Computer
Council Cert - Bangladesh

TIMELINE

2-3 Years

2. Enactment of Data
Inter-operability law

2 Years

3. Enactment of Data protection
and privacy Law for Consumer
and data protection assurance

2-3 Years

4. Inter-agecny working group for
appropriate design and roadmap
of universal digital ID

1 Year

5. Legal sanction for universal
identity based eKYC

1-2 Years

6. Develop a Digital Financial
Inclusion Policy

2 Years

1. Legislating the universal ID

ICT Division

Ministry of Legal Affairs

1. Create regulations
for e-KYC based bank
accounts

Bangladesh
Bank

MoF

2. Reduction of taxes on DFS
prouducts such as POS, cards etc.

NBR

1-2 Years
MoF
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RECOMMENDATIONS
Modernizing policy
and regulatory
framework for
supporting greater
digital economy
investments and
entrepreneurship for
msmes in the start-up
and IT/ITeS sector

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

1. Fast roll out of the draft ‘Made
in Bangladesh Policy’ for local
manufacturing of digital devises
for local and export markets. The
policy must be conducive for
attracting FDI and technology
transfer

4. E-procurement portal, already
available in Bangladesh, may be
scaled up to include all
government purchases, across
ministries, to be routed through a
transparent mechanism providing
opportunities for SMEs in digital
economy procurement
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SUPPORTING
AGENCIES

ICT Division,
Ministry of Commerce,
Bangladesh Bank

3. Reduce import duties on
critical software and hardware
resources, e.g., firewall, and
mobile network/internet
infrastructure

RECOMMENDATIONS
Start-up friendly
policies through
investor dialogues,
investment policies,
funds of funds and
relaxed tax regime
for start-ups

3-4 Years
Ministry of Planning
/CPTU

Ministry of
Commerce
Ministry of
Finance
National Board
of Revenue

1-2 Years

1-2 Years
2 Years

POSSIBLE
GOVERNMEN DIVISION

SUPPORTING
AGENCIES

2. Update National Broadband
Policy 2009

Recognition of
online workers may
create formal
pathway for
integration and
attracting skills

Focused skill
building for digital
technologies and
soft technologies will
improve the scope
for BPO industry

TIMELINE
2 Years

1. Introduction of national Policy
on Start-up for eco-system and
investment growth

2 Years

ICT Division,
National Board of
Revenue, Start-up
Bangladesh, BIDA

2-3 Years
1 Year

4. Enactment of regulations
for alternate MSME credit
rating system

3 Years

Bangladesh Bank

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

3. Update Digital Commerce
Policy 2018

1 Year

1. Revision of taxes to
decrease internet prices
2. Reduction of taxes on
smart phone imports

TIMELINE

1 Year

2. Relax capitalization and
licensing norms SMEs to
participate in Digital Economy
3. Enactment of regulations
for alternate MSME
credit rating system

Create digital
economy friendly tax
and tariff regimes for
hardware and
software import,
income tax and
VAT/GST

POSSIBLE
GOVERNMEN DIVISION

1 Year
1. Reform of the Labor Law

Ministry of Labour
Welfare

1. Develop a Digital Education
Policy including Deep-tech AI
and other 4IR aspects

Bangladesh
Computer
Council

2. Develop Digital literacy
(minimum app usage
health, education, and agri) in
segments with low literacy

BGMEA,
DCCI,
MCCI, BASIS
etc.

ICT Division

2-3Years

3 Years

3. Upgradation of Intellectual
Property Rights (IPR)

2 Years

4. Introduction of national
Skills Registry Policy

2-3 Years
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GREEN FINANCE
CHAPTER AT A GLANCE

Key Sector Features and Outlook

Areas Requiring Further Attention

• Globally, the green bond market could be worth $2.36 trillion by 2023
• Shift to greener economy could create 24 million new jobs globally by 2030. Climate Investment opportunities
globally is $23 trillion
• According to UNFCCC, annual loss could be 2% and 9.4% of GDP by 2050 and 2100, respectively
• IFC estimates a total climate-smart investment opportunity of $172 billion in Bangladesh from 2018 to 2030
• $3.2b potential in Renweable Energy, created by the government’s pledge to generate 10 percent of its energy from
renewable sources by 2020, and 100 percent by 2050
• $118 b in Green Buildings arising from its emphasis on energy efficiency in buildings and annual addition of
500,000 urban and 3.5 million rural houses to bridge an annual shortfall of 5 million homes
• $23.7b in transport infrastructure
• $4b in solid waste management, to bring collection up to 80 percent in 2030
• $9.1b climate-smart agriculture
• BB has mandated and minimum annual target of direct green finance at 5% of the total loan disbursement,
and formation a Climate Risk Fund with at least 10% of FIs’ Corporate Social Responsibility fund allocated to this

•
•
•
•
•

What Successful Countries Did to Build a Strong Green Finance Sector
• Investment in a wide range of assets, including renewable energy projects, water treatment plants, recycling
facilities and mass transit
• Green finance zones, where financial institutions receive a variety of incentives to fund clean and low- carbon
industries
• Green Finance Bonds, issued by Government, sold by commercial banks and non-financial
entities can facilitate growth of the market
• UK, Denmark, Finland are some of the countries which have set up specific green finance institutions
• Brazil, China, Lebanon offer good examples of incentives towards green finance
• 13th Five year Plan of China Targeted $230 billion investment in clean energy and another $230 billion in
green buildings

Monitoring authorities for green projects in Bangladesh
Fiduciary capability within the government institutions
Capacity of banks and financial institutions to manage green projects
Small-scale local green entrepreneurs find it difficult to prove their creditworthiness
Green Projects involve new technology that has not been used much before, generating
risks for businesses
• Ensure clear definition and pragmatic coverage of Green Finance in the Green
Taxonomy of Bangladesh Bank
Key Policy Reforms to Garner Local and Foreign Investmens
• Clear Definition and pragmatic coverage of of Green Finance in the Green
Taxonomy of Bangladesh Bank
• Establish preferential treatment for green assets through tax incentives,
reduced import duties for green technology and preferable treatment of green
assets for collateralization
• Preference for green technologies in government procurement
• Reduce and exempt the tax on the returns on investment in green bonds to
support the investment in green bonds and the development of the green bond market
• Develop appropriate listing rules for corporate debt /bonds
• Rationalize the stamp duty required on notional value of bond issuance,
which makes it expensive to issue in comparison to bank lending
• Reform regulations that guide /constrain investment of insurance and
pension funds in bonds

IMPORTANCE
OF GREEN
FINANCE
SECTOR
Globally, the green bond market could be
worth $2.36 trillion by 2023 and a shift to
greener economy could create 24 million new
jobs globally by 2030. Climate Investment
opportunities globally is $23 trillion and $172
billion in Bangladesh between now and 2030.
Bangladesh is one of the most climate
vulnerable countries of the world requiring
sincere efforts in sustainable and green
financing.
According to UNFCCC, Bangladesh will
be burdened with significant losses if the
situation remains unchanged and it is
estimated that the annual loss would be
2% and 9.4% of GDP by 2050 and 2100,
respectively.

Key Takeaways for Bangladesh from
the Country Case Studies (China & Ethiopia)

Promote and incentivize
investment in a wide range of
assets, including renewable
energy projects, water treatment
plants, recycling facilities and
mass transit
Create green finance
zones, where financial
institutions receive a
variety of incentives to
fund clean and
low-carbon industries

Government issued Green
Finance Bonds, sold by
commercial banks and
non-financial entities for
funding solar, wind and other
clean energy projects can
facilitate growth of the market

RECOMMENDATION

SUMMARY OF POLICY
RECOMMENDATIONS
FOR GREEN FINANCE
IN BANGLADESH

Developing policies
to provide
regulatory clarity
and for
incentivizing
demand for
green finance

Institutional
Mechanisms for
better coordination
and information
sharing between
environmental,
financial and
industrial regulators

ACTION AGENDA

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Ensure clear definition and
pragmatic coverage of of Green
Finance in the Green Taxonomy
of Bangladesh Bank

Bangladesh
Bank

Ministry of Finance,
Ministry of Environment,
Association of Bankers in
Bangladesh (ABB)

1 Year

Establish and strengthen
legal frameworks including
enforcement for all industries
to ensure demand of green
finance increases within the
market

Ministry of
Environment
and Forests

Ministry of Commerce,
Ministry of Industries

2-4 Years

Establish preferential treatment
for green assets through tax
incentives, reduced import
duties for green technology and
preferable treatment of green
assets for collateralization

National
Board of
Revenue

Bangladesh Bank

2-4 Years

Establish institutional
mechanisms for effective
coordination and information
sharing amongst Bangladesh
Bank, Ministry of Environment,
Forest and Climate Change,
and Ministry of Commerce

Ministry of
Finance and
Bangladesh
Bank

Ministry of Commerce,
Ministry of Environment,
Forest and Climate
Change, ABB

1-2 Years

(POLICY/REGULATORY/INSTITUTIONAL)
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RECOMMENDATION

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

Intensify publicity and
education on the ideas of
green finance, especially in
environmental risk appraisal
and green finance audit

Systematic
awareness and
adoption of Green
Finance

Tactical Promotion of
Uptake of Green
Finance

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Bangladesh
Bank

Ministry of Commerce,
Ministry of Industries,
Ministry of Environment,
Chambers and
Associations

2-3 Years

Ensure wide spread
awareness about the
refinance schemes amongst
banks and industrial
entrepreneurs with clear
guideline on how to access

RECOMMENDATION

1-2 Years

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

Developing markets and institutions
to provide long-term finance,
especially by channelling domestic
savings for Green bonds

Ministry of
Finance

Reduce and exempt the tax on the
returns on investment in green
bonds to support the investment in
green bonds and the development
of the green bond market

National
Board of
Revenue

Mobilizing green finance through
international capital markets

Incentivize banks and
financial institutions on Green
Finance by excluding Green
Finance from Loan-deposit
ratio of the banks, and
mandating sustainability
rating integral to bank’s
CAMEL rating

Bangladesh
Bank

Preference for Green
technologies in government
procurement

Ministry of
Finance
Ministry of
Planning

Other Policy
Interventions
BAB, ABB, NBFIs

2-3 Years

Cabinet Committee on
Government Procurement,
CPTU

2-5 Years

LEAD AGENCY

BSEC

Review of legal, regulatory and tax
framework to support longterm
issuance and investment
Develop appropriate listing rules for
corporate debt (e.g. eliminate the
fixed prices method for bond listings;
fix discrepancies in investors’
treatment during the book-building
process; eliminate the requirement
for underwriters to subscribe
securities issued to the public)

BSEC

SUPPORTING AGENCIES

TIMELINE

Bangladesh Bank, BSEC,
IDRA , IRD

3-5 Years

BSEC

1-2 Years

Bangladesh Bank

BB, FID, IDRA

2-3 Years

2 Year

Rationalize the stamp duty
required on notional value of bond
issuance, which makes it expensive
to issue in comparison to bank
lending

Reform regulations that guide
/constrain investment of insurance
and pension funds in bond
Draft a new provident fund law
and allocate regulatory oversight.
With appropriate governance and
oversight, provident funds’ assets
can be diversified into long-term
investments including in green
finance
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BROADER POLICY AND STRATEGIC PRIORITIES

To accelerate economic diversification, it is crucial to take certain broader Policy measures in tandem with specified
focus on the three mentioned sectors. Some of the broader policy measures include deepening financial sector for better
access to appropriate finance, more conducive business taxation, facilitating trade regime for global integration, vibrant Investment
policy and targeted investment promotion and so on. The following table provides broader policy and strategic priorities.
RECOMMENDATION

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

Ease the process of
accessing foreign
commercial borrowing for
priority sectors

Deepening Financial
Sector for Better
Access to
Appropriate Finance

TIMELINE

Bangladesh
Bank

Financial Institutions
Division (FID)

1-2 Years

Bangladesh
Bank

Enactment of Secured
Transaction Registry Law for
simplification of collateral
challenges in accessing credit

FID of MoF

Promoting e-filing and
e-payment for all kinds of tax
transactions and simplifying
tax reporting forms
Integration of various online
platforms into a single
interface for all taxes
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SUPPORTING AGENCIES

Increase specialized staff
to maintain financial
documentation, prepare
project feasibility or credit
risk reports

Simplify and unify tax
rates for the private sector

More Conducive
Business Taxation

LEAD AGENCY

Banks and Financial
Institutions

RECOMMENDATION

2-5 Years
Facilitative Trade
Regime for Greater
Global Integration

NBR

Ministry of Commerce,
RJSC

BIDA, Ministry of
Industries, SME
Foundation, Chambers
and Association

NBR

Ministry of Finance,
ICT Division, BASIS

NBR

Ministry of Finance,
ICT Division

ACTION AGENDA

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Approve the long-pending
draft Customs Act

NBR

MoF, PMO, Export
Associations

1 Year

Implementing a tariff
rationalization roadmap

NBR

Reducing para-tariffs to induce
more trade

NBR

(POLICY/REGULATORY/INSTITUTIONAL)

MoC. PMO, FBCCI

MoC

3 Years

2-3 Years

2 Years

2-3 Years

2-3 Years

Fast establishment of National
Single Window for border
clearance; National Single
Window Policy
Fast development of new port
facilities such as Bay Container
Terminal with provision for
private sector-led operations

NBR

Chittagong
Port
Authority

38 Border Clearance
Agencies, Ministry of
Commerce, Chambers
and Associations

PMO, Ministry of Shipping,
PPP Authority

2 Years

3-5 Years

3-5 Years
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RECOMMENDATION

Vibrant Investment
Policy and Targeted
Promotion

ACTION AGENDA

LEAD AGENCY SUPPORTING AGENCIES

TIMELINE

Modernizing laws such as
The Company’s Act, Foreign
Exchange Regulations Act,
Arbitration Act, IPR Act

BIDA, PMO,

2 Years

Operationalization of BIDA
Strategic and Corporate
Plan focusing with smart
investment promotion

BIDA

(POLICY/REGULATORY/INSTITUTIONAL)

Increase policy coordination on
investment through regularizing
the activities of PMO-based
Private Sector Development
Policy Coordination Committee
(PSDPCC)

Generate regular and
structured data relating to
Bangladesh Business
Environment by developing
home-grown business
environment indices
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PMO

BB, MoC, Ministry of
Industries, Ministry of Law

PMO, Ministry of
Public Administration,
Ministry of Finance

FBCCI, DCCI, MCCI,
BUILD, CCCI, FICCI

RECOMMENDATION

ACTION AGENDA

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

BEZA

PMO

1-2 Years

Encouraging more projects with
PPP modalities in SEZ and
cluster development

BEZA

PPPO

2-5 Years

Logistics Connectivity for better
integrating hinterland and the
growth poles

PMO

Min. of Shipping, Min.
of Roads. PPP Office,
BEZA

5 Years

(POLICY/REGULATORY/INSTITUTIONAL)

Review of the SEZ Act to
incorporate the latest trends

1-2 Years

Expedite completion of 3-4
SEZs with strong focus on
sustainability (R&D, waste
disposal and recycling
facilities)

Continuing the
Momentum on
Industrial
Infrastructure
Development

BIDA
MoI

Productivity
Enhancement
through
Skills and
Technology

Increase labour market
flexibility for women, approve
Daycare Act

Min. of Women
and Child
Affairs

1 Years

Digital Education Policy

Min. of
Education

ICT Division

1-2 Years

National Skills registry Policy

NSD

Ministry of Education,
Industry Skills Council

2 Years
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TABLE 1: HIGH LEVEL SUCCESS OF BANGLADESH FROM INDEPENDENCE TO PRESENT

CHAPTER 1:
INTRODUCTION

1.1
IMPRESSIVE DEVELOPMENT
OUTCOMES POSITION
BANGLADESH WELL FOR A
PROSPEROUS FUTURE
In just five decades of independence, Bangladesh has managed to transition from fragility to
middle-income status and Has set an example of a developmental success story. The country has
transitioned to a lower middle-income country in less than fifty years after having the second lowest per
capita income in the world. It has registered average Gross Domestic Product (GDP) growth rates of
more than 6 percent in last ten years and over 8 percent in fiscal year 2019. Despite grave challenges
from the COVID-19 pandemic, Bangladesh’s economy proved its resilience by achieving a growth rate
of 5.2 percent in fiscal year 2020 which was higher than comparators such as India with 4.2 percent,
Bhutan with 0.6 percent and Vietnam with 2.9 percent. Over the last 15 years, the success of economic
growth has been fueled largely by the manufacturing sector, which created several million low-skilled
jobs and private consumption primarily driven by remittances and a growing middle-class.
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INDICATORS

1971

2021

9

320

Per Capita Income (in US$)

137

1856

Life Expectancy (in years)

47

72

FOREX Reserve (in US$ billion)

Nil

44

Fertility Rate (in number of children)

7

2

Agricultural Output (in tonnes per hectre)

1

5

Gross Domestic Product (in US$ billion)

Source: World Bank data, Bangladesh Bank

BANGLADESH IS AHEAD OF
MANY EMERGING
ECONOMIES IN SEVERAL
ECONOMIC AND SOCIAL
INDICATORS

This broad-based growth supported in halving the poverty rate
from 49 percent in 2000 to 24 percent in 2016 which has also
resulted in reduced inequality. Progress on non-monetary
indicators of well-being were also rapid. Today, the average
life-expectancy of Bangladeshis is 72 years, compared to 69 years
for Indians and 66 years for Pakistanis. The country has also fared
well in education indicators. In 2015, net enrolment rate for primary
education was 98 percent where girls did better than boys with an
enrolment rate of 99 percent. Bangladesh has been successful in
empowering women and transforming communities. It has met most
of the education and health targets of the Millennium Development
Goals, one of the few countries to do so. These achievements
occurred despite several natural disasters and other external and
domestic shocks.
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RMG SECTOR GREW AT
13% ANNUALLY BETWEEN
2001-16, AND WAS PIVOTAL
IN STRUCTURAL
TRANSFORMATION

The deregulation and economic liberalization process that
started in the mid-1980s has helped in facilitating private sector
investment. Since that period, tariff and non-tariff barriers have
fallen substantially, making Bangladesh one of South Asia’s most
open economies, according to a private sector study conducted by
IFC in 2020. The export-led readymade garment (RMG) industry has
played a pivotal role in the country’s structural transformation. The
industry leveraged on low labor cost and grew at an impressive rate
of 13 percent annually between 2001 and 2016. Bangladesh is
currently the second largest exporter of RMGs in the world, after
China, and the country’s share in world exports almost tripled from
0.11 percent in 2000 to 0.29 percent in 2017. The RMG industry
covered more than 80 percent of the export basket and fetched US$
34.1 billion in exports in 2019 and US$ 27.9 billion in 2020 amid the
grave challenges due to the COVID-19 pandemic.

BANGLADESH IS
CURRENTLY
THE SECOND LARGEST
RMG EXPORTER IN
THE WORLD

Foreign direct investment (fdi), albeit relatively lower than
comparative countries, has supported in development of new
sectors. FDI facilitates the transfer of knowledge, technology and
capital which can lead to technological spillovers, higher productivity,
better managerial and organizational skills, greater access to global
markets and higher economic growth. In 2020, the sectoral
distribution of FDI was concentrated in businesses like power (22
percent), banking (12.8 percent), telecommunications (11.2 percent),
and textiles and wearing (11 percent). Inflows are primarily from the
UK, USA, Norway and Singapore which constitute about 48 percent
of FDI inflows. The country’s economic diversification strategy calls
for an efficiency- seeking FDI policy regime.

TABLE 2: BANGLADESH FARING BETTER IN INDICATORS THAN COMPARATORS
INDICATORS

Bangladesh

India

Malaysia

Average GDP growth rate 2015-2019 (%)

7.4

6.7

4.9

Life Expectancy (years)

72

69

76

Seats held by women in national parliaments (%)

21

14

15

Source: World Bank data

GREATER PRIVATE SECTOR
ENGAGEMENT, REMITTANCE,
ECONOMIC LIBERALIZATION,
TRADE INTEGRATION, PRUDENT
FISCAL MANAGEMENT SUPPORTED
THE RESILIENT GROWTH JOURNEY.
INFLATION GENERALLY REMAINED
IN SINGLE DIGIT AND DEBT/GDP
ONLY 36% IN 2019

Several factors are responsible for the
resilience and growth that bangladesh has
exhibited including higher private sector
engagement, remittances, economic
liberalization and trade integration. Prudent
fiscal management has resulted in inflation
generally being in single digits and public debt
has been low at 36 percent of GDP in 2019.
Private investment as a share of GDP has
depicted an upward trend in the last three
decades – from close to 10 percent in 1985, it
has reached more than 23 percent in 2020. The
golden years of the private sector were between
1990 and 2010, where the sector more than
doubled in volume and became the key driver in
the economy. This stimulated the rise of the
manufacturing sector which has been the single
largest contributor to growth. Its share in GDP
has increased from 13 percent in 1981 to 20
percent in 2019. Moreover, large inflows of
remittances, over US$ 18 billion in 2020 and a
foreign exchange reserve of US$ 43 billion in
December 2020, also supported resilience and
welfare improvements and other external and
domestic shocks.

TABLE 3: TARGETS ACCORDING TO 8TH FIVE YEAR PLAN OF BANGLADESH
INDICATOR

FY20

FY25 (Target)

Gross Investment as % of GDP

31.8

36.6

Private Investment as % of GDP

23.6

27

FDI as % of GDP

0.5

3

Exports (in billion US$)

33.6

56

Source: 8th Five Year Plan, BBS
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NATIONAL DEVELOPMENT
STRATEGY/8TH FIVE YEAR
PLAN TARGETS INCREASES
(BY 2025) IN:
- FDI BY 6 TIMES
- EXPORT BY 66%
- PRIVATE INVESTMENT TO
GDP BY 15%

Building on this success, Bangladesh rightly
aspires to be an Upper Middle-Income
Country by 2031 and a Developed Country by
2041, however it needs to overcome key
high-level constraints hindering economic
growth. The country’s 8th Five Year Plan aims
to accelerate economic development and align it
with its ambitions through stronger trade and
investment. It includes key targets such as: (i)
increase in gross investment from 31.8 percent
to 36.6 percent of GDP; (ii) increase in private
investment from 23 percent to 27 percent of
GDP; (iii) increasing FDI from 0.5 percent of
GDP to 3 percent of GDP and (iv) increasing
exports from US$ 33.6 billion in 2020 to US$ 56
billion by 2025. Achieving these targets imply
that Bangladesh will need to enter a more
coordinated phase of policy agenda and reforms
to sustain its recent growth trajectory and
improve overall competitiveness. Moreover, this
significant expansion of the economy is
necessary as Bangladesh needs to provide
gainful employment to 2.2 million workers that
are joining the workforce every year.

EXPANDING PRIVATE
INVESTMENT/FDI,
STEPPING UP REVENUE
MOBILIZATION AND
ECONOMIC
DIVERSIFICATION WILL BE
KEY TO ATTAIN TO THE
TARGETS

Attaining the targets will require Bangladesh
to perform better in certain areas. For
instance, share of private investment of GDP
remains more or less stagnant over the past
decade, FDI as a proportion of GDP has been
low with less than 1 percent of GDP, tax revenue
remains low at less than 10 percent of GDP,
making it one of the lower performers in South
Asia. The pace of export diversification has been
limited, and employment in the formal sector has
not been growing fast enough. Moreover,
inadequate logistics and infrastructure hinder
competitiveness and private investment. The
country also suffers from weak legal and
regulatory frameworks, faces constrains in
access to finance and has a deficiency in skills in
its labor force.

1.2
ECONOMIC DIVERSIFICATION
VITAL FOR JOBS, ECONOMIC
TRANSFORMATION AND TO
PREPARE FOR THE EVOLVING
GLOBAL OPPORTUNITIES
CREATING GAINFUL
EMPLOYMENT FOR 2 MILLION
YOUTHS WHO COME TO LABOR
MARKET EVERY YEAR WILL BE
KEY DEVELOPMENT ENABLER
TRENDS IN FOOD, CLIMATE
CHANGE, AND TECHNOLOGY
CREATE SEVERAL
CHALLENGES BUT ALSO OFFER
GREATER OPPORTUNITIES FOR
PRIVATE SECTOR

It is imperative for Bangladesh to
considerably expand its economy so it can
absorb the 22 million additional labor joining
the labor force in the next decade. To
breakthrough into the accelerated prosperity
status of an upper middle-income and
developed country, Bangladesh will need to
address the fundamental challenge of providing
gainful employment to more than two million
people entering every year. The Labor Force
Participation Rate (LFPR) that depicts
percentage of people in the labor force out of the
total population in the working-age category, is
59 percent for Bangladesh whereas comparator
countries have fared better in this area, with
Vietnam at 77 percent, China at 67 percent,
Cambodia at 82 percent, Indonesia at 67
percent, Malaysia at 64 percent and Singapore
at 70 percent, according to World Bank data.
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TABLE 4: ALIGNING WITH GLOBAL DIRECTIONS AUGMENT NEW OPPORTUNITIES
AGRIBUSINESS

DIGITAL ECONOMY

FISCAL YEAR

GREEN FINANCE

By 2050, about 68% of the
population is expected to live in cities.
Urbanization also affects food
consumption patterns—higher urban
income is reflected in increased
demand for processed food and meat

By 2050, technology will
dominate the workplace with
artificial intelligence and smart
assistants being common, while
the use of augmented and virtual
reality continues to increase

By 2050, Agricultural production will
need to increase by 70 percent due to
increase in population

5G networks will allow for more
high-capacity services like
telehealth, telesurgery and ER
services
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TABLE 5: CONCENTRATION OF TOP 3 MANUFACTURED PRODUCTS IN BANGLADESH’S EXPORT BASKET

Globally, the green bond market
could be worth over 2.3 trillion by
2023. Climate Investment
Opportunities Between now and
2030 stands at $23 trillion
4 million new jobs globally by 2030
can be created by shifting to a greener
economy, according to International
Labor Organization (ILO)

POWER OF INTERNATIONAL
MARKETS AND PRIVATE
INVESTMENT WILL BE KEY
DRIVERS FOR GROWTH AND
JOB CREATION

To help deliver Bangladesh’s economic
aspirations, it is extremely crucial that its
key job drivers – external opportunities (e.G.,
Exports) and private investment fare well but
they have their challenges. Share of
manufacturing sector in GDP has increased
from 13 percent to 20 percent between 1981 to
2019 and it has been the prime contributor to
economic growth.

TOP THREE PRODUCTS IN
EXPORT BASKET, RMG,
LEATHER AND LEATHER
PRODUCTS, AND HOME
TEXTILES, COMPRISED 89%
OUT OF EXPORT
BASKET IN 2019

In the export basket, 89 percent in Fiscal 2019
was dominated by only three manufacturing
products reflecting critical economic
diversification. If a closer look is taken at the
manufacturing sector which is the largest
contributor to GDP, it can be observed that
economic diversification is elusive as the sector
is highly dominated by the readymade garments
industry. Following this is leather and footwear
industry but it reflects a huge disparity with
readymade garments sector as it comprised 2.5
percent of the export basket. Home textiles
came in third with only 2.1 percent of total
exports. Moreover, agriculture comprised 4
percent and ICT sector comprised 3% of export.

READYMADE GARMENTS

LEATHER & LEATHER
PRODUCTS

HOME TEXTILES

FY20

83.0

2.4

2.3

FY19

84.2

2.5

2.1

FY18

83.5

3.0

2.4

FY17

81.2

3.6

2.3

FY16

82.0

3.4

2.2

FY15

81.7

3.6

2.6

FY14

81.1

3.7

2.6

FY13

79.6

2.1

2.9

FY12

78.6

1.8

3.7

FY11

78.1

1.5

3.4

Source: Export Promotion Bureau

FIGURE 1: PRIVATE INVESTMENT AS % OF GDP OVER TIME
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CURRENT TRENDS IN GLOBAL
RMG E.G. AUTOMATION,
FASHION TRENDS, AND
SUSTAINABILITY CONCERN,
POSES NEW CHALLENGES TO
BANGLADESH’S STRONG
ADVANTAGES IN RMG

WITH 87% OF JOBS IN INFORMAL
SECTOR, THE FORMAL SECTOR
WILL NEED TO GROW SEVERAL
TIMES FASTER THAN
THE OVERALL ECONOMY TO
SUSTAIN ENOUGH PACE OF
QUALITY JOB CREATION
58

Two foreseeable challenges have added
impetus to the diversification imperative
Bangladesh being stripped of crucial
advantages after its graduation from LDC
status and challenges arising from COVID-19
pandemic. After Bangladesh’s graduation from
LDC status in 2026, its trade preferences will be
eroded which will have an adverse effect on
exports. This in turn will have negative
implications for GDP and employment.
According to WTO, exports can decline by 14
percent. On the other hand, the economic
downturn from the coronavirus pandemic poses
multidimensional challenges for Bangladesh that
till span over the medium and long-term horizon.
Not only will Bangladesh’s growth drivers like
exports and remittances be affected but a
slowdown in economic activities of Bangladesh’s
major trade partners will require the country to
hedge risks by going for targeted economic
diversification.

Bangladesh produces mostly basic low
margin items for mass market, relies
largely on basic manual production
processes and operate in the low
complexity part of the GVC. The global
RMG industry is amid a transformation which
may erode Bangladesh’s comparative
advantage of low labor costs as automation is
reducing the use of unskilled labor. New
fashion trends are reducing lead times and the
size of RMG orders, boosting the importance
of efficient logistics. Global brands are striving
to address social and environmental
concerns. Once Bangladesh graduates from
Least Developed Country (LDC) status in
2024, it will no longer have access to the
duty-free quota free regime and simplified
rules of origin in the EU market, the main
export destination of RMG. Thus, it is
extremely important for Bangladesh to
explore options for economic diversification
and discover new sources which will augment
economic growth.
Formalization of the economy is needed
for large-scale job creation which
economic diversification can trigger. One
of the key challenges of Bangladesh is to
provide gainful employment to 2.2 million
people joining the labor force every year.
Moreover, the country is experiencing a
demographic dividend, albeit labor is mostly
unskilled moving from agriculture to labor
intensive industries. This implies that the
formal sector will need to grow several times
faster than the overall economy to sustain
enough pace of quality job creation. While the
established sectors such as RMG continue to
fuel prosperity, economic diversification will
help to find potential new growth drivers may
be key in expanding the formal sector
opportunities. This requires creating
and/strengthen markets and mobilizing
greater flow of private investments in new
growth sectors.

COVID, AND LOSS OF
TRADE PREFERENCES
IN A POST-LDC WORLD
POSES ADDED IMPETUS
FOR COMPETITIVENESS
IMPROVEMENT
AND DIVARICATION
RISKS OF EXPORTS
DECLINING BY UP TO 14% IN
POST-LDC SCENARIO

Enabling new growth drivers can offer
diversified source of income of the country
and hedge it from economic volatility. New
sources of growth can also offer potential
transformational impact and strategic
opportunities. Even though there are
opportunities for RMG to move up the value
chain and can be sustained in the coming years,
it is highly essential for the country to expand
competitive sectors through greater economic
diversification. Economic diversification can
reduce volatility as the country is no longer
dependent on a single sector. Economic
diversification can foresee an eventual
slowdown in the growth of the RMG sector and
an increasing contribution from new growth
sectors that can contribute significantly to the
GDP and labor employment of the country.
Economic diversification can help to attain the
longer-term goal of structural transformation and
rising employment in high-wage and
high-productivity sectors including agribusiness,
digital economy, higher value garments and
climate investment opportunities.
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1.3
REPORT OBJECTIVE

FIGURE 3: SECONDARY DATA SOURCES

This study has been undertaken as part of Foreign Investors’ Chamber of Commerce and Industries (FICCI)
initiative to support Government of Bangladesh to enhance private investment, including FDI, by developing
competitive new growth sectors. The key objective of this study, executed with technical support of Policy Exchange
Bangladesh, is to focus on new growth sectors, provide an assessment of current state, identify opportunities to strengthen
the sectors’ competitiveness for local and global markets, and eventually shed light on policy and other improvement
priorities for Bangladesh. The study will perform this by conducting key actions: i) Rationale for Economic Diversification, ii)
Building Competitiveness of New Sectors, iii) Assessment of Current State and Gaps, iv) Mapping Global Success Stories
and Best Practices, v) Improvement Opportunities for Bangladesh and vi) Policy and Reform Priorities for Bangladesh.

01

Reports

02

Journals and Articles

03

Newspaper Articles

WORLD CLASS INVESTMENT
CLIMATE, MORE CAPABLE
FIRMS, AND FUTURE
COMPATIBLE TALENT WILL BE
KEY TO BUILDING
COMPETITIVE NEW SECTORS

1.4
REPORT APPROACH AND
METHODOLOGY
The study engages extensive sources of primary and secondary data to ground the work in analytical rigor. For
primary sources, the team has engaged in extensive face to face interviews and focused group discussions with key
stakeholders in all of the focus sectors, i.e., Agribusiness, Digital Economy and Green Finance. For secondary sources, the
team has delved extensively on journals and peer-reviewed articles, published reports and newspaper articles.

FIGURE 4: ANALYTICAL FRAMEWORK: CURRENT STATE OF AND CONSTRAINTS TO
COMPETITIVENESS OF TARGET SECTORS

FIGURE 2: PRIMARY DATA SOURCES: INTERVIEWS AND FOCUSED GROUP
DISCUSSIONS WITH THE FOLLOWING INSTITUTIONS
Agribusiness
•
•
•
•
•
•
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ВАРА
Agro Lead Firms
Agro tech
Supply Chain
Members and
associations
Min of Agriculture
and Commerce
Standards Agency

Green Finance

Digital Economy
•
•
•
•
•
•
•
•

BASIS/BACCO
Startups
Major E-commerce
firms
Financial
Institutions/VCS
ICT Division
Central Bank
Startup Dhaka
Accelerators

•
•
•
•
•
•

Financial
Institutions
Central Bank
Min of Finance
BSEC
World Bank Group
Consumers

The study deploys a robust analytical
framework to identify current state of and
constraints to competitiveness of target
sectors. The analytical framework supports in
identifying a spectrum of key factors relevant
to the sectors such as current policy
environment and value chain constraints in
the sector, level of skills available and the like.

Value Chain
Current Policy Environment
Constraints in the Sector

Investment Climate

Competitive Firms

1. Ensure congenial
sector specific
regulations for
priority sectors
2. Create strategic
infrastructure - both
physical and digital
ecosystem
3. Conducive
Policy/Regulatory
Framework

1. Facilitate access to
appropriate financing
2. Gain access to
attractive markets
3. Expose domestic
firms to competitive
forces

Future Talents
1. Facilitate innovation,
entrepreneurship and
access to technology
2. Skill up and train
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CHAPTER 2:

TABLE 6: TARGETS OF MACROECONOMIC INDICATORS ACCORDING TO PERSPECTIVE PLAN
OF BANGLADESH 2041

LEVERAGING THE OPPORTUNITIES OF A GREENER, TECHNOLOGYDRIVEN WORLD: ECONOMIC DIVERSIFICATION AND NEW GROWTH
SECTORS KEY TO SUCCESS

2.1
JOBS AND ECONOMIC
TRANSFORMATION:
CRITICAL FOR MOVING
BANGLADESH TO THE
NEXT STAGE OF
GROWTH
22 MILLION PEOPLE
WILL ENTER THE JOB
MARKET IN THE NEXT
DECADE
1

World Bank, Systematic Country Diagnostics (SCD), 2015

2

Labor Force Participation Rate
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Bangladesh needs to expand its economy and
absorb the additional labor to move into the
next phase of the growth trajectory. Drawing
on the macroeconomic successes of the past,
Bangladesh has put forward a grand vision to
become an ‘Upper Middle-Income Country’ by
2031 and a ‘Developed Country’ by 2041. To
breakthrough into this accelerated prosperity
status, Bangladesh will need to address the
fundamental challenge of providing gainful
employment to more than two million people
entering every year1. This translates into an
accumulated 22 million people entering the
workforce by the end of the next decade.
Moreover, Bangladesh’s labor force is
growing by 3 percent per annum and only 70
million out of the country’s 110.2 million working
age-people were employed or actively seeking
work in 2019. The Labor Force Participation
Rate that depicts percentage of people in the
labor force out of the total population in the
working-age category, is 59
percent for Bangladesh. Most comparator
countries have fared better in this area, with
Vietnam at 77 percent, China at 67 percent,
Cambodia at 82 percent, Indonesia at 67
percent, Malaysia at 64 percent and Singapore
at 70 percent. Although Bangladesh observed
growth in real GDP per capita from 5.3 percent
to 5.9 percent between 2011-2016, overall
employment growth was just 1.8 percent
annually during this period2.

Indicator Benchmark
FY20 (% of GDP)

Target FY31

Target FY41

Real GDP Growth (%)

8.2

9.0

9.9

CPI Inflation (%)

5.5

4.7

4.5

Indicator

(as % of GDP)
Gross Investment (%)

32.8

41.1

46.9

Gross National Savings (%)

31.3

37.2

44.0

Total Government
Revenue (%)

10.5

20.0

24.1

Total Government
Expenditure (%)

15.5

24.6

29.2

Growth Rate
Exports

5.0

11.7

11.0

Imports

5.0

12.1

10.0

Remittances

9.0

4.5

2.0

Poverty, headcount (%)
Extreme Poverty (%)

9.4

2.3

0.7

Poverty (%)

18.9

7.0

2.6

Source: Perspective Plan of Bangladesh, 2041
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FIGURE 6: RMG EXPORTS AND EMPLOYMENT
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GROWTH RATE OF RMG EXPORTS
WANING DUE TO CHALLENGES IN
PRODUCT DIVERSIFICATION AND
INABILITY TO TAP INTO HIGH-VALUE
PRODUCTS

The key job drivers, external opportunities
(e.g., exports) and private investment,
both require significant transformation to
help deliver Bangladesh’s economic
aspirations and address the decelerating
pace of job creation. The RMG industry
fetched US$ 34.1 billion in exports in 2019
and US$ 27.9 billion in 2020 amid the grave
challenges due to the COVID-19 pandemic.
The potential reward for continued export-led
job creation and growth are extremely high; If
Bangladesh were to capture 20 percent of
China’s current garment exports, its total
exports would more than double, creating
millions of new jobs in the economy. However,
growth rate of RMG exports have been on
the decline since 2012, one of the key
reasons have been the industry’s lack of
product diversification and inability to
venture into high value products.

RMG exports ($ billions)

PRIVATE SECTOR INVESTMENT,
HOVERING BETWEEN 22-23% OF GDP,
OVER THE LAST DECADE, NEEDS TO
INCREASE TO 27% FOR ATTAINING
BANGLADESH’S GROWTH ASPIRATIONS

Creating the necessary jobs for the young bangladeshis and
attaining upper middle-income status through sustainable
growth will require a significant increase in private investment in
productive sector, diversification of the economic base, and the
improvement of overall competitiveness. The 8th Five Year Plan
aims to accelerate economic development through stronger trade and
investment, including targets such as: (i) increase in gross investment
from 31.8 percent to 36.6 percent of GDP; (ii) increase in private
investment from 23 percent to 27 percent of GDP; (iii) Increasing FDI
from 0.9 percent of GDP to 3 percent of GDP and (iv) Increasing
exports from US$ 33.6 billion in 2020 to US$ 56 billion by 2025.
Achieving these targets imply that Bangladesh will need to enter a
more coordinated phase of policy agenda and reforms to sustain its
recent growth trajectory and improve overall competitiveness.

RMG exports (in billions US$)
RMG employment (millions)
source: BBS, policy Research Institute Estimates
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FIGURE 5: TOTAL RMG EXPORTS AND PERCENTAGE CHANGE IN GROWTH RATE

Total RMG
Export
% Change in
growth rate

2.2
BEING TRANSFORMATIONAL:
EXPANDING FORMAL SECTOR
THROUGH DIVERSIFICATION OF
ECONOMIC BASE

Diversification of, and more dynamism in formal sector are required for large-scale formal job creation and
extending quality gains into the informal sector. Under the jobs growth scenarios discussed above, Bangladesh
will need rapid growth in the formal sector in order to see significant gains in job quality. For example, reaching a
target of 35 percent of workers in wage employment by 2025 (from 22.3 percent today)3 would require the creation
of 1.35 million formal sector jobs each year over the next decade. This is 2.5 times the number of wage jobs that
were created in the period 2003-2015. This implies that the formal sector will need to grow several times faster
than the overall economy to sustain a sufficient pace of quality job creation.

3

While the established sectors such as RMG continue to fuel prosperity, unleashing potential of new growth drivers will be key in expanding the formal sector opportunities.
This requires creating and/strengthen markets and mobilizing greater flow of private investments in new growth sectors.
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BANGLADESH FACES IMMENSE
CHALLENGE TO PROVIDE 2.2
MILLION JOBS EVERY YEAR OF
ACCEPTABLE QUALITY AND
HENCE ECONOMIC
DIVERSIFICATION IS KEY IN
ENABLING THIS

ECONOMIC DIVERSIFICATION
LEADS TO NEW SOURCES OF
GROWTH THAT REDUCES
VOLATILITY AND RISK OF
EXPORT RELYING ON A SINGLE
PRODUCT LINE

While the established sectors such as RMG
continue to fuel prosperity, unleashing
potential of new growth drivers will be key in
expanding the formal sector opportunities. This
requires creating and/strengthen markets and
mobilizing greater flow of private investments
in new growth sectors.
Accelerating new sources of growth offers
strategic opportunities and potential
transformational impact. Although growth in
garment exports can be sustained in the near
future with the right supporting environment,
expansion of competitive sectors through
greater economic diversification is a desirable
policy goal. Economic diversification can
reduce export volatility as well as the risk to
aggregate exports of relying on a single
product line. A diversification goal also
anticipates an eventual slowdown in the
growth of garment exports and an increasing
contribution from other sectors. It helps to put
flesh on the longer-term goal of structural
transformation and rising employment in
higher-wage and higher-productivity
sectors, including higher-value garments,
leather and footwear, agribusiness, digital
economy, and climate investment
opportunities.
One of the key elements of the 8th Five
Year Plan is to promote economic
diversification beyond readymade
garments. Drawing on the lessons from the
RMG success, policy supports for other
labor-intensive manufacturing exports include
a competitive real exchange rate, reduction in
trade protection to remove the anti-export bias
of trade policy, improve infrastructure services,
and reduce the cost of trade logistics through
deregulation, automation and transport links
between the ports and the factory-gate.

66

2.3
EVOLVING
LANDSCAPE DUE TO
IMPENDING LDC
GRADUATION AND
COVID-19 PANDEMIC
ECONOMIC DIVERSIFICATION
IS CRITICAL SINCE
BANGLADESH FACES
THREE TYPES OF
CHALLENGES AFTER LDC
GRADUATION IN 2026:
I) EROSION OF TRADE
PREFERENCE, SECOND,
II) LOSS OF POLICY SPACE AND THIRD,
III) TIGHTENED DEVELOPMENT FINANCE

The need for economic diversification
becomes even more pressing as
Bangladesh will face grave challenges post
its LDC graduation. After graduating from its
LDC status in 2026, Bangladesh will primarily
face three types of challenges: erosion of trade
preference, loss of policy space and tightened
financing on development. More than 75
percent of Bangladesh’s exports are in those
markets that offer LDC tariff preferences which
will be eliminated after graduation thus making
its products less competitive in terms
of price. Loss of policy space includes
cancellation of export subsidies and
cash incentives. Moreover, financing for
development will be comparatively
difficult as Bangladesh enjoys reduced interest
rates for development financing as an LDC
which will not be offered after graduation.
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POST LDC CHALLENGES MAY
LEAD TO RELATIVELY LOWER
GROWTH AND EMPLOYMENT
RATE, THUS ADDING TO
DEVELOPMENTAL
CHALLENGES

Post LDC challenges are likely to have an
adverse impact on GDP and employment,
thus adding to the developmental
challenges. As exports will be exposed to
duties post LDC graduation, it is likely to have
an adverse effect on exports. This may lead to
a decline in exports by 14 percent, according to
WTO. This problem coupled with decline in
cash incentives/export subsidies will have
negative implications for employment and thus
GDP. Hence, it is critical to diversify the
economy and cultivate sectors that will provide
gainful employment which will add to economic
growth of the country.

FIGURE 7: POST LDC TARIFF RATES FOR BANGLADESH
Current Tariff Rates Facing Bangladesh
as an LDC

Countries

Post-Graduation Tariff Rates
(Average)

0%

9.5%

0%

17%

0% in 97.5 percent products

16.2%

0%

8.6%

0% in more than 98 percent products

8.6%

Source: Navigating New Waters: Unleashing Bangladesh’s Export Potential for Smooth LDC Graduation – An Overview 2020

Bangladesh’s GDP growth rate has decelerated to 5.2 percent in the fiscal year 2020 from an impressive 8 percent
the previous year. The Bangladesh economy relies heavily on global supply chains as part of its Ready- Made Garments
(RMG) industry and foreign remittance. During the subsequent lockdown, millions lost their jobs, the poverty rate doubled,
and many businesses were hard hit and had to downsize or close. The income of most people shrank, and export-oriented
businesses suffered as the export destination economies were finding it difficult to keep their own economies afloat.
According to the Bangladesh Institute of Development Studies (BIDS), the Pandemic has led to 13 percent of people losing
work and a decrease in household income, pushing 16.4 million new people under the poverty line. This poses serious
implications for the country’s socioeconomic and developmental performance in the near and medium term.
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TABLE 7: COVID SHOCKS ADVERSELY AFFECTED FDI
Indicators

Bangladesh

Vietnam

Indonesia

Time to Export: Border
Compliance (Hours)

168

55

56

Time to Import: Border
Compliance (Hours)

216

56

99

Cost to Import: Border
Compliance (USD)

900

373

383

Resolving Commercial
Disputes (Days)

1442

400

403

Time to Register
Property (Days)

271

53.5

31

Cost (% of Property Value)

7.1

0.6

8.3

Logistics Performance

100th

39th

46th

FDI During COVID
(Jan-Sept 20)

-19.5%

-3.2%

-5.1%

Source: Doing Business Report 2020; Bangladesh Bank; Policy Exchange Analysis

GOVERNMENT-INITIATED
STIMULUS PACKAGE OF US$ 14
BILLION WILL HELP CURB
CHALLENGES FROM COVID19, BUT POLICY MUST BE
STEERED TOWARDS ECONOMIC
DIVERSIFICATION THAT WILL
ENABLE CONTINUATION OF
PRE-COVID GROWTH
TRAJECTORY

The pandemic has forced governments across the world
to step in and undertake massive monetary and fiscal
interventions. The Government of Bangladesh has been no
exception and has taken steps to counter the backward
slide. It has initiated 23 stimulus packages worth about Taka
124,053 Crore in total, accounting for 4.4 percent of
Bangladesh’s GDP. These packages were designed to help
the export-oriented industries, shipment credit, agricultural
sector, and low-income groups, including farmers and micro
and small enterprises to survive. A particular concern is the
rise in unemployment and poverty, which has created an
atmosphere of depressed demand and low business
confidence for investment. Thus, it is vital to increase
domestic demand and employment which are major driving
forces behind the economy. Policy must be steered towards
economic diversification which will increase private
investment and consumer demand resulting in continuation
of the growth trajectory of the past two decades.

69

2.4
ECONOMIC
DIVERSIFICATION
IN BANGLADESH:
A STATUS-QUO
ANALYSIS
INDUSTRIES CONTRIBUTE 35.4% OF
GDP AND 20.4% OF EMPLOYMENT
AGRICULTURE CONTRIBUTES TO
13.4% OF GDP AND NEARLY 40% OF
TOTAL EMPLOYMENT, AND SERVICES
CONTRIBUTE 51.2% OF GDP AND 39%
OF EMPLOYMENT

FIGURE 8: EMPLOYMENT SHIFT ACROSS SECTORS
100%
Economic diversification in inextricably
linked with structural transformation and
while Bangladesh has exhibited considerable
structural change since 1980, it needs to
catalyze further transformation to realize its
economic aspirations. The size of the agrarian
economy in Bangladesh was considerable in the
1980s as it comprised 33 percent of GDP. The
country, with the help of reform programs such
as trade liberalization, agricultural reforms,
privatization, financial sector reforms and fiscal
reforms were able to move swiftly to a move
industrial and service-led economy. Agriculture
sector contributed to 13.4 percent of GDP, while
industries contributed to 35.4 percent and
services contributed to 51.2 percent. In context of
contribution to employment, a contrasting picture
evolves as agricultural sector contributes to 40.6
percent of total employment, industries contribute
20.4 percent and services contribute 39 percent.
A deeper observation into industrial contribution
to GDP reveals that manufacturing sector
contributes to the lion’s share in industries and
has contributed to 24.2 percent of the GDP in
2020. Although the figures may seem
satisfactory, evidence from recent years suggest
that a higher pace of structural change is needed
to reach Bangladesh’s economic aspirations and
absorb over two million people joining the labor
force every year.

TABLE 8: STRUCTURAL CHANGE IN THE ECONOMY DURING FY2015 TO FY2020
(% OF GDP CONSTANT PRICES)
Structure of the Economy
Agriculture
Industry
Manufacturing
Services

50%
0%

Agriculture

Industry

Services

Source: World Development Indicators

STATUS-QUO ANALYSIS
REVEALS THAT TOP
THREE MANUFACTURING
PRODUCTS COMPRISE
ALMOST 89% OF TOTAL
EXPORT BASKET.

Economic diversification is low as only
three manufacturing products comprised
89 percent of the export basket in FY 2019.
A severe lack of economic diversification can
be observed in the manufacturing sector as it
is dominated by the Readymade Garments
industry. Leather and footwear sector clasps
on to second position but exhibits a vast
disparity with the RMG sector in terms of
magnitude and value of goods. The stark lack
of diversification can be noticed while
analyzing the export basket. In 2019,
readymade garments comprised 84.2 percent
of total exports. This was followed by leather
and footwear products with a meagre 2.5
percent and home textiles with 2.1 percent of
total exports. (Figure).

TABLE 9: TOP 3 MANUFACTURING PRODUCTS AND THEIR SHARES IN THE EXPORT BASKET
Sl.

Product

Share in Total Exports in
FY2019 (in %)

Value of Export in FY2019
(in US$ billion)

FY2015

FY2020

1

Readymade Garments

84.2

34.1

15.4
30.4
(20.1)
53.6

13.4
35.4
(24.2)
51.2

2

Leather & Leather Products

2.5

1.1

3

Home Textiles

2.1

0.9

Total

88.8

36.1

Source: National Accounts Statistics, Bangladesh Bureau of Statistics (BBS)

Source: Export Promotion Bureau, 2021
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FIGURE 9: BANGLADESH’S EXPORTS BY PRODUCT SHARE 1995 AND 2015

SHARE OF AGRI IN EXPORTS
IS 5 TIMES HIGHER IN
THAILAND AND 6 TIMES
MORE IN MALAYSIA
COMPARED TO
BANGLADESH. SIMILARLY,
SHARE OF ICT IS 5 AND 13
TIMES MORE THAN
BANGLADESH IN
THAILAND AND MALAYSIA
RESPECTIVELY

Source: UNCOMTRADE data; Atlas of economic complex

TABLE 10: AGRICULTURE, DIGITAL ECONOMY/ICT EXPORT SHARE IN SELECTED
COMPARATOR COUNTRIES
Country

Agri

ICT

Bangladesh

4%

2.97%

Thailand

20.33%

16.29%

Malaysia

24.66%

40.03%

Source: UNCOMTRADE and Policy Exchange Estimates For Bangladesh,
only ICT number is provided*

COMPARATOR COUNTRIES
LIKE THAILAND AND
MALAYSIA HAVE A MORE
DIVERSIFIED EXPORT
BASKET THAT HELPS
THEM HEDGE RISKS MORE
EFFICIENTLY
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The export basket of Bangladesh has fewer
diversified export product whereas countries
such as Thailand, Indonesia and Malaysia
have a diversified basket that helps in
hedging risks. Bangladesh has not made much
advancements in diversification of its product
basket between 1995 and 2015 and is mostly
dependent on export of RMG. Conversely,
comparator countries like Thailand and
Indonesia have a more diversified product
basket that implying that it is not dependent on
a few products. Diversification helps these
countries to lessen the risk of being dependent
on one or few products and cushion themselves
against adverse economic events. Whereas, a
recession in USA or EU – which are
Bangladesh’s major export destinations, could
severely impact its exports and thus have a
direct effect on jobs and economic growth rate.

The advantages of capacity and price coupled
with favorable government policies have
spearheaded RMG’s growth compared to other
industries in the country. The industry has grown
at significantly after the abolition of the Multi-Fiber
Agreement (MFA) in 2005 which opened world
garments trade to full competition. The industry
pivoted its success on the availability of low-skilled
workers where 76 percent were below 40 years of
age. This indicated a two-fold advantage of low
opportunity cost and a fairly productive workforce.
Moreover, the sector has significantly benefitted
from various export-led growth initiatives from the
government. The Customs provided bonded
warehouse allowances for RMG, which allowed
import orders to be cleared against export orders –
cancelling out related tariffs. Despite RMG’s
perceived strengths, the industry remains a high
volume-low value sector with elusive product
diversification. Bangladesh produces mostly basic
low margin items for mass market, relies largely on
basic manual production processes and operate in
the low complexity part of the Global Value Chain
(GVC). However, the global RMG industry is in the
midst of a transformation entailing automation,
new fashion trends, sustainability issues which
may erode Bangladesh’s comparative advantage
of low labor costs.

TABLE 11: TOP 4 PRODUCTS IN RMG EXPORT BASKET – WOVEN AND KNIT, FY19
Name of Item (In Woven)
T-Shirts, Singlets And Other Vests,
of Cotton, Knitted or Crocheted

%

Name of Item (In Woven)

%

38.8

Men's or Boys' Bib & Brace Trousers,
Breeches, Shorts, of Cotton

32.2

13.1

Women's or Girls' Trousers, Breeches,
Etc., of Cotton

17.8

Jerseys, Pullovers, Cardigans, Waistcoats &
Similar Knitted or Crocheted of manmade fiber

8.2

Men's or Boys' Shirts of Cotton

11.3

61046200: Women’s or Girls' Trousers,
Etc.,of Cotton, Knitted or Crocheted

5.5

Men's or Boys' Bib & Brace Trousers,
Breeches & amp; Shorts of Synthetic Fibers

4.7

Jerseys, Pullovers, Cardigans,
Waistcoats & Similar Knitted or Crocheted

TOTAL

65.6

66.0

Source: Export Promotion Bureau data
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2.5
WHERE IS THE GROWTH
MULTIPLIER: SUPPORTING
HIGH-POTENTIAL STRATEGIC
SECTOR GROWTH COMPATIBLE
WITH THE GLOBAL TRENDS AND
REALITIES
Focusing on a small yet strategically important sectors and supporting their competitiveness through sharing
global best practices and policy opportunities in bangladesh will be key to unlocking the potential of such
sectors. The discourse on economic diversification and preparing new sources of growth has been on the table for some
time, without much success. First and foremost, efforts to strengthen sectors have been sporadic, a large number of
sectors are identified by the Government for export diversification, resulting in diffused effectiveness of resources and
policy attention. Absence of a comprehensive and long-term strategic approach to support the growth of these potential
sectors has resulted in a fragmented and dispersed strategy framework.

NATIONAL STRATEGIC
DOCUMENTS HAVE
IDENTIFIED SECTORS THAT
ARE PROMISING
FOR DIVERSIFICATION:
AGRI-PROCESSING,
DIGITAL ECONOMY AND
GREEN FINANCE
APPEAR PROMINENTLY IN
ALL OF THEM
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Several national strategic documents and plans identify a large
number of sectors/themes as being promising for
diversification. This ultimately results in the diffused effectiveness
of scarce and critical government support without a substantial
impact on sectoral competitiveness. In the recent times, the GoB
has identified 12 sectors as ‘High Priority Sectors’ in the National
Industrial Policy 2016, and 13 sectors as ‘Highest Priority Sectors’ in
the Bangladesh Export Policy 2018-2021. Policies in Agriculture
sphere include National Agriculture Policy 2018, and National
Agricultural Extension Policy 2020 while Digital Economy is guided
by National ICT Policy 2018 and Digital Bangladesh strategy . The
Delta Plan 2100 provides overarching guidance on addressing
climate impact in Bangladesh. Cross-cutting themes encompassing
these sectors include green growth, expansion of SMEs, and female
employment. Given capacity and resource constraints in the public
sector institutions, and despite global demand and the country’s
comparative advantages, Bangladesh will likely struggle to attain full
potential of these sector without focused policy attention backed by
technical and global best practices.

TABLE 12: GLOBAL DIRECTIONS IN AGRIBUSINESS, DIGITAL ECONOMY AND GREEN FINANCE
Agribusiness

Digital Economy

By 2050, about 68% of the population is
expected to live in cities. Urbanization also
affects food consumption patterns—higher
urban income is reflected in increased
demand for processed food and meat

By 2050, technology will dominate the
workplace with artificial intelligence and
smart assistants being commonplace,
while the use of augmented and virtual
reality continues to increase

Climate change is going to affect
every aspect of food production
and lead to a decline in crop
yields of 10% to 25% by 2050

Low latency 5G networks would resolve lack
of network reliability and even allow for
more highcapacity services like telehealth,
telesurgery. Businesses can offset the high
cost of mobility with economy-boosting
activities including smart factories, realtime
monitoring, and content-intensive, real-time
edge computer services

Green Finance
Globally, green investment
opportunities stand at $23
trillion till 2030. The green
bond market could be worth
over $2.3 trillion by 2023

Globally, 1.2 billion jobs depend
on a stable and healthy environment

By 2050, there will be gene-edited
crops, and it will trigger a much wider variety
of crops being
grown

Digitally focused banks show that
physical branches are no longer
a necessity in banking. Only 20%
of consumers prefer to go to a
branch than to do their banking
online or through an app

A persistent above-norm increase in
average global temperature by 0.04 Celsius
per year leads to substantial output losses,
reducing real per capita output by 0.8%,
2.51% and 7.22% percent in 2030, 2050
and 2100, respectively

By 2050, Agricultural production
will need to increase by 70
percent due to increase in
population

5G networks will allow for more
high-capacity services like
telehealth, telesurgery and ER
services

24 million new jobs globally by 2030 can be
created by shifting to a greener economy,
according to International Labor
Organization (ILO)

Source: World Economic Forum, International Labor Organization, Reuters, CNBC.com, Policy Exchange Analysis

BY 2050, ABOUT 70% OF GLOBAL
POPULATION WILL LIVE IN URBAN
CITIES AND DEMAND FOR
PROCESSED FOOD IS EXPECTED
TO RISE SIGNIFICANTLY
AGRICULTURE PRODUCTION
NEED TO INCREASE BY 60% DUE
TO RISE IN POPULATION BY 2050

Climate change and the evolution of technology will
change how certain sectors operate globally, and will
make development of certain sectors both a necessity
as well as source of major economic gains. According to
World Economic Forum, global population is expected to
reach 9.8 billion by 2050, putting food supplies under great
stress. Food demand will be 60 percent higher than it is
today, but climate change and urbanization will have shrunk
the availability of arable land. Thus, future agriculture will
have to use sophisticated technologies such as robots,
temperature and moisture sensors, aerial images, and GPS
technology allowing farms to be more efficient and
profitable. To curb the adverse effects of climate change,
green finance is expected to blossom, and the green bond
market could be worth over US$ 2 trillion by 2023. Similarly,
E-commerce businesses are projected to flourish as
technology will get smarter and cheaper.
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CHAPTER 3:

TABLE 13: MACRO INDICATORS OF BANGLADESH AND COMPARATOR COUNTRIES

THE PIVOTAL ROLE OF PRIVATE INVESTMENT IN SUPPORTING
BANGLADESH’S DEVELOPMENT ASPIRATIONS

3.1
BANGLADESH AT 50:
A STELLAR GROWTH
FUELED BY PRIVATE
SECTOR ECONOMY

IN ONLY FIVE DECADES,
BANGLADESH HAS
TRANSITIONED FROM A
WAR-TORN STATE TO A
DEVELOPMENTAL
SUCCESS STORY
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Indicators

Bangladesh

India

Vietnam

GDP Growth Rate in
2020 (%)

5.2

4.2

2.9

Gross Capital Formation
as % of GDP

32

30

27

Exports as % of GDP

15.3

18.4

106.8

Source: World Bank data, BBS

Over the past five decades, Bangladesh
managed to transition from an agrarian
economy to a more manufacturing-based
and service-oriented economy and fared
well in social indicators. Bangladesh is now
one of the top five emerging growth stories. It
has registered average Gross Domestic
Product (GDP) growth rates of more than 6
percent in last ten years and over 8 percent in
fiscal year 2019. Despite grave challenges
from the COVID-19 pandemic, Bangladesh’s
economy proved its resilience by achieving a
growth rate of 5.2 percent in fiscal year 2020
which was higher than comparators such as
India with 4.2 percent, Bhutan with 0.6 percent
and Vietnam with 2.9 percent. The success of
a persistent and sturdy growth rate is based on
real structural transformation, growing private
sector engagement, export-oriented
industrialization, rural renewal and steady
development outcomes.

The poverty rate dropped from 31.5 percent in 2010 to
21.8 percent in 2018, a significant step toward reaching
the Sustainable Development Goal target of eradicating
extreme poverty by 2030. The extreme poverty rate is now
at 11.3 percent. A steady rise in per capita income —from
below US$ 274 in 1980 to US$ 412 in 2000 and to US$
1,856 in 2019 (Figure) has helped the country cross the
threshold to lower-middle-income status. It has overtaken
Pakistan and is now matching the growth surges of
Vietnam. Bangladesh has also fared well in Sustainable
Development Goal target of gender equality as has been
successful in empowering women and transforming
communities. In 2018, Bangladesh met the criteria to
graduate from a Least Developed Country (LDC) to a
developing country.

INCREASE IN REMITTANCES
AND TRADE HAVE BEEN
PIVOTAL IN REDUCING
POVERTY AND ENABLING
BANGLADESH INTO A HIGH
GROWTH TRAJECTORY

Remittances and trade have been some of the key
enablers of Bangladesh’s commendable performance.
Reduction of tariff and non-tariff barriers since the
mid-1980s, which has made Bangladesh one of South
Asia’s most open economies. Exchange rate adjustments
during the 1990s and 2000s caused garment exports to
become more competitive, while strong monetary reform to
reduce in inflation has lowered input costs. Attainment of the
middle-income status was largely driven by exports of
Readymade Garments (RMG) manufactured products
which raked in US$ 34.1 billion in fiscal 2019. Remittances
averaged over US$ 10 billion annually and its
counter-cyclical characteristic helped to bring in more during
the pandemic, with US$ 18.2 billion in fiscal 2020. It has
managed to accumulate more than US$ 43 billion in foreign
reserves in December 2020, which provides a cushion for
macroeconomic stability.
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3.2
GROWTH OF THE PRIVATE
SECTOR IN BANGLADESH:
HOST OF SUPPORTIVE
POLICY MEASURES
PLAYED A CRUCIAL ROLE

FIGURE 10: AVERAGE TARIFF IN BANGLADESH AND
COMPARATOR COUNTRIES (IN %)
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6.2

FIGURE 11: FOREIGN DIRECT INVESTMENT AS % OF GDP BY COUNTRY

FDI IN BANGLADESH IS
COMPARATIVELY LOWER
THAN NEIGHBORING
COUNTRIES; FDI IS 2
TIMES HIGHER IN CHINA
COMPARED TO
BANGLADESH, 3 TIMES
HIGHER IN INDIA, 4
TIMES HIGHER IN
MALAYSIA, AND 10 TIMES
HIGHER IN VIETNAM
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0.6

0.9

Bangladesh Thailand

1.1
China

1.8

India

2.2

2.5

Indonesia Malaysia

Vietnam

FIGURE 12: PRIVATE INVESTMENT AS % OF GDP
AS PROJECTED IN THE 8TH FIVE YEAR PLAN

24.41

24.53

25.32

26.08

FY21

FY22

FY23

FY24

27.35
FY25

Source: BBS, World Bank, and 8th Five Year Plan of Bangladesh

SEVERAL FACTORS
HAVE HELPED
PRIVATE SECTOR
TO GROW
INCLUDING
TRADE
LIBERALIZATION,
AND FINANCIAL
SECTOR
LIBERALIZATION

Trade liberalization has helped the private sector, especially the exporter
sector to flourish despite several policy reversals in the last two decades.
During 1970s and 1980s, the country was highly protectionist, but trade liberalization
accelerated by the 1990s which helped the private sector, especially the RMG to
grow. However, since the 2000s, there has been policy reversal with the introduction
of para-tariffs such as supplementary and regulatory duties which created
anti-export bias and became counterproductive for non-RMG sectors. The initial
trade reform focused on a considerable scaling back and rationalization of tariffs, the
removal of trade-related quantitative restrictions (QR) and the elimination of import
licensing.
Since then, there has been a dichotomy whereby the RMG sector has
benefitted from several policies. This includes a combination of a bonded
warehouse system for duty-free imported inputs, back to back letters of credit of
import finance, a customs green channel for rapid import-export cargo clearance and
an overall free trade channel for RMG production in export processing zones (EPZs)
or the domestic economy, while there has been a general increase in para-tariffs.
Several financial policies have been implemented by Bangladesh bank that
has been beneficial for the private sector. The banking sector was liberalized in
the late 1980s, and new banks could come into existence. This helped the private
sector grow considerably. Moreover, historically, the banking sector reform has
encouraged domestic and foreign private commercial banking that has helped in the
successful intermediation of the large volumes of remittances, which have averaged
US$10 billion in recent decades.
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Bangladesh Bank has encouraged private
sector credit growth to the economy, including
the rural sector, although the allocation of
credit has not been efficiently managed. Most
money has gone to industry and not to
consumption loans, and certain preferential loans
have been directed at the private sector. Recently,
Bangladesh Bank has asked banks to lower the
lending rate on farm loans to 9 percent from 11 to
13 percent and cut interest rates on term loans,
working capital, and trade financing to support farm
machinery. Effective April 1, 2020, Bangladesh
Bank has decided to cap lending rates on all loans
except those on credit cards at 9 percent. However,
in recent years, there has been some policy
slippage, with the accumulation of non-performing
loans, deteriorating governance standards, and
lack of long-term bond market development. This
has had a negative effect on the private sector cost
of capital.

FACTORS SUCH AS
DEVALUATION OF THE
TAKE TO US DOLLAR
AND ACCESS TO
SERVICED LAND IN
THE FORM OF EXPORT
PROCESSING ZONES
HAVE ALSO ENABLED
GROWTH OF PRIVATE
INVESTMENT
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Analysis of the exchange rate confirms the
competitiveness of the currency. Analysis
reveals that the taka was devalued by 37 percent in
1975 and in subsequent years, Bangladesh Bank
pursued a policy of devaluing the taka to improve
balance of deficits. Younus and Chowdhury (2006)
find that Bangladesh devalued the taka about 130
times from 1972 to 2002 to reduce balance of
payment deficits. In 1985, a real effective exchange
rate index (using a trade-weighted basket of major
trading partner countries as a benchmark) was
introduced to determine the strength of the taka
against foreign currency, and the exchange rate
was occasionally adjusted by monitoring the trend
in the real effective exchange rate to maintain the
competitiveness of exports. By 2003, the
Bangladesh authorities had decided to float the
currency and had abandoned the pegged exchange
rate regime. Since then, the exchange rate has
been market determined, with occasional
interventions by Bangladesh Bank. Never has it
been so overvalued as to create strong
disincentives for Bangladeshi exporters. Unlike
some central banks, historically Bangladesh Bank
has not only focused on inflation but also paid
attention to growth targets.

Access to serviced land has been a binding constraint for investment and growth for decades, however this has
been addressed with the help of Economic Processing Zones (EPZs) and Economic Zones (EZs). Given
Bangladesh’s dense population and small land area, land has been a challenge for industrial development. In this context,
the Bangladesh Export Processing Zones Authority Act of 1980 was aimed at boosting industrialization and job creation
through the promotion of trade and investment in specially demarcated areas with available infrastructure and a supportive
fiscal and customs regime. The law led to the establishment of the semiautonomous Bangladesh Export Processing Zones
Authority (BEPZA), which leases serviced land to industrial tenants in eight EPZs across the country, primarily focused on
the garment sector.

TABLE 14: INVESTMENT AND EMPLOYMENT IN EXPORT PROCESSING ZONES BY YEAR
Fiscal Year

Investments in million US$

Employment (Nos.)

2010

1,804

262,757

2011

2,118

306,423

2012

2,457

340,021

2013

2,785

374,008

2014

3,188

389,017

2015

3,594

420,101

2016

3,999

453,652

2017

4,341

479,181

2018

4,681

502,013

2019

5,014

521,561

Source: BEPZA Annual Report 2019
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Prudent fiscal management benefitted the
private sector. The government has managed
to maintain a relatively prudent fiscal policy in
the last two decades by ensuring that the
expenditure growth is well aligned with
revenue performance leading to sustainable
and manageable fiscal deficits below 5 percent
in most years. Until the mid-1990s, the overall
fiscal deficit was high, ranging from 8 percent
to 12 percent of GDP in most years and
significantly financed from external loans and
grants, however in recent years, it has come
down. government’s fiscal management has
generally been prudent, with expenditure
limited at around 15 percent of GDP for about
four decades, despite pressure for higher
spending. However, in last few years, a
combination of weak revenue mobilization and
greater fiscal spending for pensions payments
and energy subsidies has challenged the
historically low deficits.

PRUDENT FISCAL
MANAGEMENT BY THE
GOVERNMENT AND
ADDRESSING ENERGY
CONSTRAINT IN
RECENT YEARS HAVE
BENEFITTED THE
PRIVATE SECTOR
TO GROW
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The energy constraint has been
significantly addressed by the energy
sector reform since 2010 although
challenges remain in terms of cost and
distribution. Bangladesh has made
impressive progress in generation capacity,
mostly through megaprojects and the
expansion of gas use, more than tripling the
capacity, from less than 6,000 megawatts in
2009 to more than 20,000 megawatts in
December 2020. To support economic growth
and meet a 10 percent annual demand
increase, the government intends to double
capacity by 2021 and reach 50 gigawatts by
2041. Challenges remain in terms of cost
(especially of the quick rental powerplants)
and the optimal mix among gas, liquified
natural gas imports, and renewables. About 67
percent of electricity generation is based on
natural gas. Subsidized prices keep demand
artificially high and stifles offshore field
development.

PRIVATE SECTOR'S OPINION
IS THAT BANGLADESH’S
BUSINESS ENVIRONMENT
NEEDS TO IMPROVE TO
ATTRACT FURTHER
DOMESTIC AND FOREIGN
INVESTMENT.

In the few years, bangladesh has started
making progress in doing business
reforms, but further dynamism is needed in
the area. Bangladesh is among the top 20
reformers in Doing Business 2020. Having
climbed eight notches since 2019, the country
has made certain improvements in three
specific indicators which are starting a
business, getting electricity and getting credit.
The improvements are primarily attributable to
reducing name clearance, registration fees
and abolishing fees for certifying digital
certificates; Moreover, there has been a
reduction in the number of days needed to get
an electricity connection (to 115 days from 150
days). Additionally, Bangladesh improved
access to credit information by expanding
coverage of the credit information bureau.
Despite strong efforts from the investment
authority, the government faces substantial
challenges in implementing doing business
reform recommendations mainly due to the
lack of commitment from several line agencies.

FIGURE 13: RANK IN EASE OF DOING BUSINESS 2020
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FIGURE 14: GLOBAL COMPETITIVENESS INDEX RANKING, 2019
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FIGURE 16: CHALLENGES FACING THE PRIVATE SECTOR
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FIGURE 15: WHAT HAS WORKED FOR THE
PRIVATE SECTOR
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Taking into consideration the global trends, bangladesh’s diversification needs and national priorities, and
fundamental strength of the country’s private sector, this report seeks to focus on agribusiness, digital economy
(it and ites), and green financing for climate-smart investments to understand how best to unleash their global and
domestic competitiveness. Each of these areas fare very prominently in the National Industrial Policy 2016, Export Policy
2018-21, and in the national development plans and in the principal development strategy documents such as 8th Five Year
Plan, Digital Bangladesh Strategy and the Perspective Plan 2041. Each of these sectors/thematic areas holds strong
potential to meet the economic goals of the country, such as creating employment opportunities for the large number of
workers, increasing export income, impact on small and medium enterprises, and potential for sustained growth in the
medium to long term, and emerging new investment/market opportunities. The study proposes to help provide insights as to
how these sectors can be strengthened for domestic and export markets in light of best practices in successful countries,
pertinent gaps, and policy and market actions that will help address the gaps, and unleash the potential.

Access to
Serviced
Land

84

85

FOCUS AREA 1:
ENHANCING BANGLADESH’S AGRO - PROCESSING COMPETITIVENESS:
OPPORTUNITIES AND STRATEGIES

AGRO PROCESSING

CHAPTER AT A GLANCE
Key Sector Features and Outlook
•
•
•
•
•
•
•
•

Agriculture 14% of GDP; Agro processing 1.8%
47% of income spent on food
Employs more than 37% of the national labor force
Bangladesh among top 10 producers in several produces
Agro export just over 4% in export basket with continental Asia being the primary market
$5.8 billion processed food local market by 2030
$2.3 trillion global Halal food market
60% higher demand for food by 2050 globally
What Successful Countries Did to Build a Strong Agro Sector

•
•
•
•
•
•

Long-term targeted sector development plan/policy for agribusiness
Strong agribusiness focus in FDI promotion and export strategy
Economies of scale through agglomeration of agriculture economy
Logistics development for processing value chain
Effective Market Information System for market, demand and supply projections
Broader enabling environment e.g. sectoral regulatory reforms, infrastructure for faster market access,
technology transfer and adoption
Areas Requiring Further Attention

•
•
•
•
•
•
•
•
•

Total factor productivity improvements (BD growth 1% vis-à-vis Vietnam 1.9%)
Availability of appropriate varieties for processing
Level of mechanization
Adoption of Good Agricultural Practices (GAP)
Contract Farming Framework
High percentage (30-40%) of post-harvest loss
Import-dependence of processing ingredients
Logistics availability, particularly Temperature Controlled Logistics (TCL)
Standards and certification facilities conforming to international market requirements
Key Policy Reforms to Garner Local and Foreign Investment

• One stop services in Ministry of Agriculture for efficient and fast agribusiness
regulatory services delivery
• New regulatory framework for logistics (e.g. warehousing and storages) by
replacing the age-old Warehouse Ordinance of 1959
• Removal of restrictive measures on foreign ownership in logistics sector (e.g., allowing 100% foreign
ownership; removing 40% equity ceiling for foreign partners in logistics joint ventures)
• Develop internationally compatible Halal certification system
• Expansion of third-party and private participation in testing and certification
• 3 to 5 Agro-processing zones in areas considered commercial agri production center
• Adoption of Good Agricultural Practices (GAP) to addresses sustainability issues
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FIGURE 17:

UNIQUE
VALUE
PROPOSITION
OF AGROPROCESSING
IN BANGLADESH
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60%

9.8

68%

POPULATION WILL LIVE
IN CITIES BY 2050 WITH
INCREASED DEMAND FOR
PROCESSED FOOD

BILLION

FIGURE 18: KEY TAKEAWAYS FOR BANGLADESH
FROM VIETNAM SUCCESS STORY

HIGHER DEMAND
FOR FOOD BY 2050

14%
CONTRIBUTION
TO GDP BY
AGRICULTURE

Long-term targeted sector
development plan/policy help in
identifying role and importance
of Agribusiness in national
growth strategy and garner the
necessary policy support

It is critical that formal
policy/plans are
complemented by
targeted and time-bound
focused agribusiness
implementation strategy

GLOBAL POPULATION
BY 2050

34
MILLION

PEOPLE MIDDLE
AND AFFLUENT
CLASS BY 2025

47%

INCOME SPENT
ON FOOD BY
BANGLADESHIS-

2.18%

OF GLOBAL
POPULATION

$2.4

$5.8

GLOBAL HALAL
FOOD MARKET
BY 2025

BANGLADESH HAS PROCESSED
FOOD MARKET BY 2030

BANGLADESH AMONG

TOP 10

PRODUCERS OF
RICE, JUTE, FARM FISH,
VEGETABLES, POTATO, ETC.

Trade and investment
policies for agriculture
need to be developed in
complementary way,
paving in FDI

TRILLION

BILLION

Effective Marketing
Information System is
critical for bringing all
market players in
accessible digital
networks and providing
real-time information on
markets, demand and
supply projections

Economies of scale
through agglomeration
of agriculture economy
and logistics
development is critical
for multiple layers of
agri value chain

Stronger trade
integration through
targeted trade
agreements and
export
competitiveness
help export market
development for agri
products, creating
pull factors and
entry points for
reforms such as
standards

Agri-processing
benefits from a
conducive broader
enabling environment
that provides the
necessary
infrastructure for faster
market access,
technology transfer
and adoption

4.1
AGRIBUSINESS:
THE BIG PICTURE

AGRICULTURE SECTOR IN
BANGLADESH IS ALMOST 14%
OF GDP AND PROVIDES FOR
37.8% OF EMPLOYMENT
PROCESSED FOOD MARKET
IN 2019 IN BANGLADESH
REACHED $2.5 BILLION AND
GROWING AT 8% PER ANNUM

4.1.1 AGRICULTURE IS KEY FOR SUSTAINABLE DEVELOPMENT
Agriculture is an essential vehicle for promoting inclusive growth and achieving sustainable development
goals (SDGs). Putting SDG targets into perspective, it becomes an imperative to upgrading agricultural value
chains for inclusive and sustainable development and deserves to be a top policy priority, particularly for
countries like Bangladesh.
• SDG Goal 1 advocates sound policy
frameworks that would accelerate investment
in poverty eradication initiatives, while Goal 2
targets to end hunger and malnutrition and
ensure access to safe, nutritious and
sufficient food by all people. It also targets
doubling of agricultural productivity and
incomes of small-scale food growers by
ensuring access to inputs, knowledge,
markets and financial services and by
creating value addition opportunities

SDG GOAL 2 ADVOCATES FOR
DOUBLING AGRICULTURE
PRODUCTIVITY AND
INCOME
GOAL 12 TARGETS REDUCTION OF
POST- HARVEST LOSS AND AGRI
SUPPLY CHAIN INEFFICIENCY
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• Goal 12 targets to reduce per capita global
food waste by half and reduce losses in
production post-harvest and along the supply
chains. It aspires to achieve environmentally
appropriate management of harmful
chemicals and wastes and to ‘significantly
reduce their release to air, water and soil in
order to minimize their adverse impacts on
human health and the environment. Besides,
Goal 8 advocates productivity improvement in
high value-added labor-intensive sectors
through innovation and technological
upgrading and development-oriented policies
that support, among other things, micro, small
and medium-sized enterprises. Goal 9
emphasizes on increased access of
small-scale enterprises to financial services
and their integration into value chains and
markets (Jahan, et al, 2019)

FIGURE 19: 14 SDGS THAT ARE
CONNECTED TO FOOD LOSS AD WASTE

SDG 15 .1 Conserve, restore and
sustainably use terrestrial ecosystem

SDG 17.14
Enhance policy
coherence for
sustainable
development
SDG 17.14
Enhance
availability of
reliable data.

SDG 1.1
Eradicate
extreme
poverty
SDG 1.2
Reduce by half
the population
of those in
poverty

SDG 2.1 Ensure access to
food
SDG 2.2 And malnutrition

SDG 2.3 Double productivity
and income of small scale
farmers
SDG 2.4 Sustainable food
production

SDG 15 .2 Halt deforestation

SDG 5.1 End discrimination
SDG 5.2 Full and effective
participation

SDG 14.2 Manage and protect
marine and coastal ecosystem

SDG 6 .1 Improve water quality
SDG 6 .2 Increase water use efficiency

SDG 14.4 Regulate harvesting
and overfishing

SDG 6.3 Perfect water related ecosystem
SDG 7.1 Universal access to modern
services
SDG 7.2 Improve renewable energy
efficiency

SDG 13 .1 Strengthen resilience
and adaptive capacity
SDG 13.2 Integrate climate
change into policies

SDG 8.3 Promote job creation

SDG 11.1
Improve air
quality and
waste
management

SDG 10.1
Sustainable
income growth

SDG 9.1
Infrastructure
development

SDG 9.3
Increase financial access
for small scale businesses

• The importance of the sector is also critical
from a food and nutritional security (FNS)
perspective, a global concern today. FNS
entails four aspects: (i) food availability, (ii)
food safety, (iii) food accessibility, and (iv)
sustainability (Jahan, et al, 2019). The fourth
dimension involves sustainable production of
food (e.g., through eco-friendly technologies
and farming practices) and fair distribution of
value among the value chain actors, including
farmers and consumers

• In Bangladesh, agriculture remains to be
the dominant sector, with farming being the
main occupation of people: 37.8% of its
more than 160 million people are involved in
agriculture (BBS, 2019) – for both subsistence
and commercial purposes. On the other hand,
the people of Bangladesh – a home for 2.18%
of global population – spend 47.7% of their
income on food (BBS, 2019). In 2019, the
market for processed food reached a size of
$2.5 billion, and is growing at 8% per annum
(Source: BAPA)

ACCORDING TO FAO, 14
OUT OF 17 SDGs ARE
CONNECTED TO FOOD
LOSS AND WASTE, WITH
RESPONSIBLE
CONSUMPTION AND
PRODUCTION WITH
GOAL 12 BEING AT THE
CENTER. THIS INFORMS
POLICY MAKERS TO SET
PRIORITIES WHEN IT
COMES TO
AGRICULTURE.
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4.1.2 THE GLOBAL TRENDS INDICATE A FUTURE THAT AUGMENTS
IMPORTANCE OF AGRICULTURE AND AGRIBUSINESS
68% OF GLOBAL POPULATION TO

BE URBAN RESIDENTS WITH
HIGHER INCOME AND

SIGNIFICANTLY HIGHER DEMAND

FOR PROCESSED FOOD

• By 2050, with the global population expected
to reach 9.8 billion, our food supplies will be
under far greater stress. Demand will be 60%
higher than it is today, but climate change,
urbanization, and soil degradation will have
shrunk the availability of arable land,
according to the World Economic Forum.
[time.com]

FIGURE 21: IIOT AND SENSORS TO AID REAL-TIME ANALYTICS:
Map of technologies and maturity

Hydroponics

PRODUCE DIFFERENTLY
USING NEW TECHNIQUES

Algae Feedstock

Desert Agriculture

Sea Water Farming

Bio plastics

USE NEW TECHNOLOGIES
TO BRING FOOD PRODUCTION
TO CONSUMERS INCREASING
EFFICIENCES ON THE FOOD
CHAIN

Genetic Modification

Vertical/Urban Farming

Cultured Meats

3D Printing

FIGURE 20: FOOD AND AGRICULTURE PROJECTIONS BY 2050
The global
population expected
to reach 9.8 billion

68% of the world
population is expected
to live in cities

BY
2050

Food demand will
be 60% higher than
it is today
10% to 25%
decline in crop yields
due to impacts of
climate change

AGRICULTURE
TRANSFORMATION WILL
BENEFIT FROM 4IR
TECHNOLOGIES SUCH AS
ROBOTICS, REMOTE SENSING,
AI/ML, BIG DATA ANALYTICS,
BLOCKCHAIN, GPS
TECHNOLOGY
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• About 68% of the population is expected to
live in cities in the next 30 years.
Urbanization also affects food consumption
patterns— higher urban income is reflected
in reduced intake of staples, increased
demand for processed food and meat, one of
the most impactful industries worldwide
• Climate change is going to affect every
aspect of food production and lead to a
decline in crop yields of 10% to 25% by
2050. Due to climate change, oceans are
facing a rise in temperature that will
eventually reduce marine fish catches by
40%. [toptal.com]. This challenge is, indeed,
formidable for Bangladesh as one of the
most vulnerable countries to climate change
• Agriculture is likely to undergo transformation
by embracing such 4IR technologies as
robotics, remote sensing, AI/ML, big data
analytics, blockchain, GPS technology, etc.
These advanced devices and precision
agriculture and robotic systems will allow
farms to be more productive, profitable,
efficient, safe, and environmentally friendly

INCORPORATE CROSSINDUSTRY TECHNOLOGIES
AND APPLICATIONS

Drone Technology

Data Analytics

Nanotechnology

Artificial Intelligence

Internet of things

Precision Aggriculture

Food sharing and
crowd farming

Blockchain

Today available

Readiness to “Grow to Market”

TECHNOLOGIES SUCH AS
REMOTE SENSOR AND

INDUSTRIAL IOT HELP

INCREASE YIELDS AND

REDUCE INPUT WASTAGE.

Time

In-situ and remote sensors, backed by
industrial internet of things (IIOT), are going to
help data acquisition, management and
analysis and help farmers and processors
increase yields and reduce input wastage. The
sensors are likely to monitor soil and climatic
conditions as well as pest proliferation, leading
to agro-advisory services on input application
and supply of yield data, all in real time.
AI/ML & Big-Data Analytics: As sensor
technology improves and collects more precise
data, big data analytics may become one of the
next big things in agriculture, on global scale.
This will help not only the farmers, but also
numerous value chain actors, including but not
limited to equipment manufacturers, and input
(chemical and seed) sellers. This will bring
application of AI/ML to live.
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FIGURE 22: KEY MACRO INDICATORS FOR BANGLADESH
Bangladesh,GDP Per Capita,PPP
(Constant 2017 Int'l $)
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4.2
RISE AND
TRANSFORMATION
OF AGRICULTURE
IN BANGLADESH
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4.2.1 ROLE OF AGRICULTURE IN BANGLADESH ECONOMY
The rural economy in Bangladesh has been a powerful source of economic growth and has substantially reduced
poverty, especially since 2000, but the remarkable transformation and unprecedented dynamism in rural
Bangladesh are an underexplored, underappreciated, and largely untold story (Dynamism and Rural growth:
Sustaining Poverty Reduction, Madhur Gautam and Rashid Faruqee, 2016, World Bank).
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SHARE OF AGRICULTURE IN
Agriculture has traditionally been a major
contributor to country’s GDP. However, the
contribution of agriculture to GDP has declined
from 33% in 1980-81 to close to 13% during
2019-20. The country has experienced a major
shift in labor employment over the past three
decades: employment in the agriculture sector
has gone down from about 70% in the early
1990s to less than 40% in 2020.

Source: World Bank Data

Bangladesh, GDP per Capita, PPP
(Contant 2017 Int'l $)
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2019-20 13.02
2000-01
1980-81
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31.13

25.03
33.07

26.2
17.31

Service
55.85
48.77
49.62

Source: CDCS® Analytics, based on multiple sources
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4.2.2 THE RISE OF COMMERCIAL AGRICULTURE IN BANGLADESH
WITH 1% DECREASE IN ARABLE LAND
EVERY YEAR, AMAZING PERFORMANCE
OF BANGLADESH AGRI SECTOR HELPS
TO FEED A POPULATION OF TWO AND
HALF TIME LARGER THAN THE 70
MILLION IT STARTED THE JOURNEY
WITH IN 1971

TRANSITION TO COMMERCIAL
AGRICULTURE FUELLED BY
URBANIZATION, INDUSTRIALIZATION,
MIGRATION AND RESULTANT HIGHER
DEMAND IN URBAND AND RURAL AREAS
FIGURE 23: DEMAND DRIVERS OF COMMERCIAL
AGRICULTURE IN BANGLADESH
Demand Driers

Of Commercial Agriculture in Bangladesh

Urbanization^
Industrialization^

International
migration

Internal (rural to
urban) migration^

Increased urban
demand^

Increased
income^

Increased rural
demand^

Source: Based on Jahan, et al (2019), Jahan (2012)
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The country that once failed to feed its 70
million people (in the early 1970s) is now
feeding 170 million, and that too with arable
land decreasing by 1% every year. In fact,
Bangladesh is now a leading producer in a
good number of agricultural products. The
country has ranked amongst the top 10
producers in rice, jute, farmed fish, vegetable,
potato, mango, etc.
Traditionally, agriculture in Bangladesh has
largely been subsistence agriculture. However,
over the past three decades or so, the country
has experienced a gradual rise in commercial
agriculture. Industrialization,
urbanization and migration (both internal and
international) have resulted in higher income
(USD 5,739 by PPP and USD 2,064 in nominal
terms in 2020) and increased demand for
high-value agro-produce. The current market
for processed food in Bangladesh is estimated
around $2.5 billion. Significant progress is
made in poultry, fisheries, livestock, fruits,
vegetable, spices, among others.
Development of high yielding, saline-tolerant,
drought-tolerant, flood-tolerant crop varieties
as well as increased utilization of agricultural
lands with commercial intent have helped
improve agricultural productivity, although quite
input-intensive and total factor productivity is
low. Participation of the private sector is driving
input market, farm- mechanization, and
agro-processing.

4.2.3 AGRICULTURE TRANSFORMATION TRAJECTORY OF BANGLADESH
AGRI TRANSFORMATION WENT FROM
SUBSISTENCE AGRICULTURE TO
COMMERCIAL AGRICULTURE TO
EMERGING INDUSTRIAL AGRICULTURE
WITH INCREASING PARTICIPATION OF
CORPORATES IN THE AGRI BUSINESS
SECTOR

INTEGRATED APPROACH IN INPUTS,
PRODUCTION, AND PROCESSING-

MANUFACTURING-

DISTRIBUTION REQUIRED FOR

BREAKING INTO VALUE-ADDED

AGRO - PROCESSING

For Bangladesh to diversify into high value agriculture and
value- added agro-processing, three interdependent
subsectors namely, the agricultural input sector, the production
sector, and the processing- manufacturing-distribution sectors
have to complement each other as they are highly interrelated
as part of a system in which the success of each part depends
heavily on the proper functioning of the other two (Beierlein and
Woolverton, 1991). Kohls and Uhl (2002) argue that the agricultural
markets are joined together among various components of the food
industry, the farm supply sector, the farm sector, the food marketing
system, among others, within the national economy.

• Bangladesh has recently started experiencing a
gradual transition from commercial agriculture
(Wave 2.0) to limited scale (off-farm) corporate
agriculture (Wave 3.0)
• Established conglomerates are getting more
and more involved in multiple segments of the
value chains, including but not limited to,
agro-machineries, agro-inputs, contract farming,
agro-processing, export, bulk trading and formal
retailing
• This paper predicts that the journey to
agriculture 4.0 (in limited scale though) is going
to take root in near future.
• However, to reap the best benefit from the
application of 4IR technologies (agriculture 4.0),
the sector needs to undergo major
improvements in phase of agriculture 3.0

FIGURE 24: AGRICULTURAL
TRANSFORMATION TRAJECTORY

WAVE 1.0
Subsistence
agriculture,
driven by family/
community needs

WAVE 2.0 (1990-)
Commercial
agriculture, driven by
Bop-SMEs
Agricultural
Transformation
Trajectory:
Bangladesh
Waves

WAVE 3.0
(ONGOING)
Corporate participation in
off-farm agriculture, by
large conglomerates

WAVE 4.0
(AGRICULTURE 4.0)
Looking into the Future>>>
Precision agriculture, driven
by 4IR technologies
and farming
innovations
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4.3
CURRENT STATE
OF SELECTED
AGRIBUSINESS/
PROCESSING
SUB-SECTORS

FIGURE 25: VEGETABLE AND FOOD PRODUCTION IN BANGLADESH
Vegetable Production in Bangladesh

In the following section, the report makes an attempt to outline the picture of the production scenarios, in four critical
sub-sectors of agri business, which form important determinant of agro-processing scope for Bangladesh. These subsectors include i) fruits and vegetables, ii) poultry, iii) dairy, and iv) spices.

4.3.1 PRODUCTION PERFORMANCE OF FRUITS AND VEGETABLES

OVER THE LAST DECADE,
VEGETABLE
PRODUCTION
INCREASED BY 42% AND
FRUITS BY 15%

• Over the past decade,vegetable production
rose by 42%,from 3060,000 MT in 2011-12 to
4336,000 MT in 2018-19. However, during
the same period, vegetable cultivation area
increased by 18%. The country is
self-sufficient in the production of vegetables
• Over the same period, fruit production has
also increased by 15%, from 4320,000 MT to
4948,000 MT. While production of temporary
fruits remained largely unchanged,
production of permanent fruits led the
increase. As shown later, the production of
fruit is less than country’s demand for fruit
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4.3.2 PRODUCTION PERFORMANCE OF POULTRY

4.3.3 PRODUCTION PERFORMANCE OF LIVESTOCK AND DAIRY

FIGURE 26: TOTAL POULTRY MEAT PRODUCTION
AND EGG DEMAND PRODUCTION PER YEAR
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• Poultry production has increased steadily
over the past few years: between 2015 and
2019, the subsector has experienced a
growth in poultry meat production by 37%
(9% per annum), from 827 million KG to 1134
million KG
• Likewise, egg production has also increased
464% (52% per annum), from 3.08 billion
pieces in 2010-11 to 17.38 billion in 2019-20
• Poultry by-products are not properly utilized
resulting in drainage of value optimization
opportunities
• Smaller farms are at disadvantageous
situation in the sense that occasional price
dumping by larger farms pushes them on the
verge of collapse. And, in fact, many small
farms did actually collapse over the time.
Besides, biosecurity remains to be a
concern, particularly for small-sized farms, in
particular which also impacts the large farms.
Moreover, poultry MSMEs usually do not
have any predetermined forward market
supply linkages
• Lack of availability of real time market data,
demand and supply gap in particular, results
in quick entry and exit of entrepreneurs

BANGLADESH IS SELF- SUFFICIENT
IN RED MEAT PRODUCTION, AND
NEARING EXPORT-READINESS
MILK PRODUCTION GREW 262%
BETWEEN 2010-2019 BUT
PRODUCTIVITY IS LOW
ISRAEL PRODUCES 64 LITERS OF
MILK PER COW WHEREAS
BANGLADESH’S AVERAGE IS 3
LITERS MANIFESTING NEED FOR
TECHNOLOGY UPGRADES

• Bangladesh has made remarkable progress in
red meat production. As data suggest, the
country is now self- sufficient in red meat
production (compared to demand estimates).
This signifies that the country is getting export
ready, production-wise. However, global
standard certification – particularly ‘Halal
certification’ – and traceability issues remain
to be the bottlenecks for export-led growth
and competitiveness. Besides, opportunities
for value added meat products is also
emerging slowly
• In terms of milk production, Bangladesh saw a
262% increase between 2010-11 and
2019-20. Yet, the gap between local demand
and local supply is still very significant, i.e.
30%. Low productivity (average 3 liters/cow)
is a serious concern, making breed
development and proliferation an urgent
necessity
• Dairy product processors show serious
optimism for Bangladesh’s dairy subsector.
Contrary to traditional wisdom, Israel showed
the way how to achieve world’s highest
productivity in milk production in an
arid/semi-arid country with no grazing
grounds. Israel produces 64 liters of milk
per cow whereas Bangladesh’s average is
3 liters. Bangladesh has the potential to
replicate Israeli experience given the proper
policy, R&D and financial support
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FIGURE 27: RED MEAT AND MILK DEMAND VS. PRODUCTION

ACI ANIMAL GENETICS TO DEVELOP NEW CATTLE BREEDS IN A HIGHLY SOPHISTICATED FACILITY
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4.3.4 PRODUCTION PERFORMANCE OF SPICES
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• According to the Ministry of Agriculture, the total demand for onions in the country is about 2.8 million tonnes. A significant
quantity of the onions produced in the country is wasted during storage, leading to import of 800,000 tonnes every year,
most of which come from India.
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FIGURE 28: PRODUCTION OF SPICES

Production Milk (Million MT)

Source: CDCS® Analytics & Market Intelligence Unit

There are multiple initiatives in private sector to develop high yielding breeds for artificial insemination to
substantially increase per cow milk productivity in Bangladesh. The ACI initiative is one of them.
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Production ‘000’ M.tons

Ginger

Garlic

Spices & Condiments

2018-19

10.68

• According to private sector players, Bangladesh’s Spice Research Centre needs to play a more active role in research
and development and better collaborate with DAE for extension of the high-yielding varieties.
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• To some extent, the growth in production may be attributed to increased public awareness campaigns.
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• The production of chilies has seen a moderate growth, while that of ginger has remined unchanged.
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• Bangladesh is the fourth largest producer of spices, behind India, China and Indonesia (World Bank, 2020). The annual
production of spices (onion, garlic, ginger, turmeric, chilli, coriander, etc.) has risen to over 1.8 Million tonnes from a paltry
0.03 Million tonnes in 1996, data from the Ministry of Agriculture show (The Daily Star report, April 8, 2021). Due to erratic
supply from India, the major source of import, onion production increased substantially in last couple of years.
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ACI Animal Genetics started its journey with the mission to increase the income of dairy farmers (Khamaris) of Bangladesh through
application of cutting-edge technology. In Bangladesh, the current average rate of milk production is 2 liter per day which can be
increased to 40 liter per day. Furthermore, the Feed Conversion Ratio (FCR) is also very high in Bangladesh compared to developed
countries. The business is driven with the goal of achieving these global benchmarks. The business has already established a
state-of-the art bull-station situated at Gazipur consisting 60 various breeds of bulls like Holstein Friesien, Shahiwal and Red Chittagong.
Out of these bulls, 2 Holstein Friesiens were brought from Australia. These bulls are kept in the station where superior hygiene
standards are maintained. The management team of ACI Animal Genetics consists of veteran livestock sector specialists. Additionally, a
highly skilled and dynamic network of 1500 Livestock Assistants who were trained from Bangladesh Agriculture University, provide
services to Khamaris all over the country. A sophisticated cold chain system for storage of liquid nitrogen is also being maintained. From
procurement of bulls to semen marketing, the business strictly follows Standard Operating Procedure (SOP) which is top quality semen
having above 80% successful insemination rate are being delivered. Due to the activities of ACI Animal Genetics, the new breed of
heifers and calves are already bringing joy and happiness to the farmers’ lives.
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4.3.5
INTERNATIONAL TRADE IN AGRICULTURE: GREAT POTENTIAL
TO LEVERAGE GLOBAL MARKETS

• Agricultural products (to be specific, jute and
tea) have been the dominant exports from
Bangladesh during the 1970s. However, its
relative share has fallen sharply ever since
RMG started to take a deeper root in the
1980s
• In 2019-20, Bangladesh’s export from
agricultural products, including fish has been
USD 1.318 billion, which is 4.12% of total
export of 32 billion USD (Source: EPB
reports). In terms of destination, Asia is the
dominant end market

CURRENT SHARE OF AGRO AND
AGRO PRODUCTS IN EXPORT
BASKET IS JUST OVER 4% WITH
CONTINENTAL ASIA BEING THE
PRIMARY MARKET

• Analysis shows that while fish, jute and jute
goods subsectors are maintaining a status
quo, certain agricultural products –
particularly dry food and spices – are
showing signs of promise to lead
Bangladesh’s humble export performance in
agriculture
• The role of agro-processors is of paramount
importance in this connection. Data from
Bangladesh Agro-Processors’ Association
(BAPA) show that the contribution of its
members in export is growing steadily

FIGURE 29: BANGLADESH’S TRADE SCENARIO IN AGRO

KEY AGRO-EXPORTS OF BANGLADESH
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Asia

Source: BAPA and Policy Exchange Estimates
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FIGURE 30: BANGLADESH’S TRADE IN VEGETABLE AND FRUIT AND SPICES
Bangladesh's Trade in Vegetable, MT
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4.4.1 FRESH PRODUCE VALUE CHAIN DYNAMICS
In Bangladesh, fruits and vegetables value chains, like most other agro-produce, are lengthy and complex, with lots of
intermediaries standing in between farmers and end-consumers. There are as many as 20 different types of value chain
actors along such chains.

Export

Bangladesh's Trade in Fruits, Ratio

Bangladesh's Trade in Fruits, MT

4.4
A VALUE CHAIN CASE
STUDY ON FRUITS
(MANGO)

Such engagements lead to post-harvest management inefficiencies, quality deterioration or value loss, as well as
economic loss to farmers and endconsumers.
Formalization of the sector with greater involvement of private sector processors, exporters and retailers may help
reduce food loss and improve value retention by farmers and end-consumers.

FIGURE 31: MANGO VALUE CHAIN, BANGLADESH

2010
0

10000
Import

20000

30000

40000

0%

20%

40%
Import

Export

60%

80%

Local at
(Market) and
Seasonal
Landing
Centers

100%

Export

®

Source: CDCS Analytics & Market Intelligence Unit
Garden
Owner
(Small
Medium
Large)

International Trade in Spice, Bangladesh - Volume
2018

Leasee
(3 - 5
years)

2016

Seasonal
migrant
investors
(Series
Hand
- changes)

Final
Fruit
Owtner

Foria
(Pettt
Trader

Local
Arot/
Commission
Agent

Supplier/
Procurement
Agent
Migrant
Bepari
(Traders/
Wholesalers)

Processor
(Institutional
buyer)

Distribution
on
Channne

National
Processedd
Food
Customer
Foreign
Customer

Exporter
Retail Chain

Urban/Arot
Wholesaler
(Regional/District)

Small
Marginal
Retaile

National
Fresh Fruit
Customer

2014
Laborers: Farming, harvesting, grading, sorting, cleaning, packaging, loading,
unloading workers

2012
2010
0

5,000

10,000

15,000

Import, MT

108

20,000

25,000

30,000

35,000

Source: Jahan, et al (2019)

Export, MT

109

4.4.2
VALUE CHAIN INEFFICIENCIES & MARKET FAILURES
Fruits and vegetable value chains in Bangladesh experience 30% to 40% post-harvest loss due to poor handling,
grading/sorting, packaging, storage and transportation.

4.4.3
UPGRADING & INVESTMENT OPPORTUNITIES ALONG
AGRICULTURAL VALUE CHAINS

Besides, inappropriate use of chemicals (e.g., ripening agent in case of mango) at different stages of the value chain
harms the quality and nutritional value of agro-food.

Bangladesh offers immense potential for private sector investments in upgrading agricultural value chains and
strengthening industry’s competitiveness.

Contract buying, institutional procurement and direct marketing opportunities are crucial for upgrading
the value chain and improving farmer and consumer wellbeing

Opportunities are aplenty in different segments of the value chain- in the upstream value chain segments (e.g., seed and
other agro-inputs, farm machineries and tools, safety gears, etc.), in the mainstream value segments (e.g., financing,
micro-insurance, packaging, postharvest treatments, specialized storage and cold chain, and transportation), and in the
downstream value segments (e.g. processing, export, marketing and retailing).

Farmers’ value retention is also challenged due to a lengthy value chain and excessive presence of middleman. For
example, at local ‘arot’(bulk trading center), a 15% wastage premium is charged by buyers/buying agents.

Investment opportunities also exist in quality assurance, traceability and certification (HACCP, Halal, etc.) management.

FIGURE 32: MANGO VALUE CHAIN INEFFICIENCIES, BANGLADESH
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1. UPSTREAM VALUE CHAIN (SEED AND OTHER AGRO-INPUTS, FARM
MACHINERIES AND TOOLS, SAFETY GEARS)
2. MAINSTREAM VALUE SEGMENTS (e.g., FINANCING, MICROINSURANCE,
PACKAGING, POST HARVEST TREATMENTS, SPECIALIZED STORAGE AND
COLD CHAIN, AND TRANSPORTATION
3. DOWNSTREAM VALUE SEGMENTS (e.g., PROCESSING, EXPORT,
MARKETING AND RETAILING)
4. STANDARDS AND CERTIFICATION: QUALITY ASSURANCE,
TRACEABILITY AND CERTIFICATION (HACCP, HALAL, ETC.) MANAGEMENT
5. PRECISION AGRICULTURE BACKED BY 4IR TECHNOLOGIES (e.g.,
REMOTE SENSING, DATA ANALYTICS, BLOCK CHAIN, ETC. AND FARMING
INNOVATIONS (e.g., HYDROPONICS, ALGAE, ETC.
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FIGURE 33: CONSTRAINTS AND OPPORTUNITIES ALONG AGRO-VALUE CHAINS IN BANGLADESH
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4.5
STRENGTHENING
AGRO-PROCESSING
COMPETITIVENESS:
KEY IMPROVEMENT
OPPORTUNITIES

OVERARCHING NATIONAL POLICY
ON AGRIBUSINESS
DEVELOPMENT, AGRI BUSINESS
FOCUSED STRATEGIES FOR
EXPORT AND INVESTMENT
PROMOTION KEY MISSING
BLOCKS.

While Bangladesh has strong foundations for
transforming its rich agriculture into gainful
agro-processing sector, the growth prospect of
the sector is stifled by lack of an overarching
vision backed by policy direction/strategies that
incentivize processing, enhance productivity,
and helps maximize productive use of outputs.
Due to food security concerns, most policy
support and incentives are still geared
towards crop sector; particularly production
of staples (rice). Total factor productivity is low
and post-farm activities result in high
post-harvest loss. Poor post-harvest
management and inappropriate packaging lead
to 30%-40% food loss, particularly involving
such perishable agroproduce as fruits and
vegetables which often offsets increase in
production. And, the absence of a focused
national strategy/long-term plan for development
of agribusiness in alignment with the country’s
growth, investment, and export strategies
continues to cast a shadow on transformation of
the sector into a high value added one.
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TABLE 15: FIVE LAYERS OF IMPROVEMENT OPPORTUNITIES

TABLE 15: FIVE LAYERS OF IMPROVEMENT OPPORTUNITIES (CONTINUED)
• Appropriate varieties for processing

• Total factor productivity challenges in agriculture results in high cost of processing input

• Import-dependence of processing ingredients

• Appropriate varieties for processing

• Oligopolistic commodity market

• Contract farming framework/arrangements
• Level of mechanization
Production Level

Processing Level
• Awareness of Good Agricultural Practices (GAP)

• High percentage of post-harvest loss creating erratic supply of inputs. The loss
is (40-50%) for fruits and vegetables increasing cost; about Tk 30,000 crores per
year; erratic supply of inputs.
• High tariff on imports makes agro-processing uncompetitive

• Effective policy for public-private collaboration particularly in extension services
• Logistics support – both in backward and forward linkage

• Access to low-cost credit. For 81% of loans, farmers borrow from different sources at
rates between 19% and 63% (IFPRI study (2019)

• Poorly organized and inefficient logistics
• Absence of national strategy on agribusiness, knowledge and technology for
post-harvest management

Post-Harvest Level

• Aggregators and aggregation centers

• Standards and certification facilities conforming to international standards
Marketing/Export
Development

• Non-conformity with minimum residual limits (MRL) and other food safety parameters,
non-traceability, etc.

• Real-time market information

• Access to international market

• Strong market pulls from agro-processors

• Navigating through multiple agencies for regulatory services
Broader Enabling
Environment/Ecosystem
Constraints

• Standards and certification facilities conforming to international market equirements
• Trade integration creating export opportunities
• Tax treatment
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4.5.1 PRODUCTION LEVEL IMPROVEMENT OPPORTUNITIES

The following graph shows the agricultural total factor productivity growth among Asian countries.
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CROP VARIETIES THAT HELP
UPGRADE PROCESSING,
EFFECTIVE CONTRACT FARMING
FRAMEWORK, MOVING THE
MECHANIZATION
LADDER KEY IMPROVEMENT
OPPORTUNITIES AT
PRODUCTION LEVEL

BENEFITS OF MECHANIZATION:
USE OF HARVESTER
REDUCES CROP WASTAGE TO
LESS THAN 1%; IN MANUAL
PROCESS, IT IS 12%;
TRANSPLANTERS INCREASE
YIELDS BY 12-15%

Appropriate varieties for processing:
Bangladesh lack adequacy and
appropriateness/relevance of crop varieties that
would help form a strong foundation for scaling
up processing. For example, cultivation of
industrial potato varieties (for French fries,
flakes, etc.) and tomato varieties (for juice,
ketch up, etc.) is limited. This is primarily due to
inadequate public sector investment in R&D,
policy and financial support to private sector to
develop processing-worthy varieties, and
uncertainties involving demand.
Contract farming framework/arrangements:
Contract-farming experience in Bangladesh
offers mixed results: farmers complain of
violation of agreement by contracting
agro-processors and/or their procurement
agents, while processors/aggregators often
point fingers to farmers’ lack of compliance with
contract stipulations. Processors argued that the
contract faming system largely depends on the
scale a company operates its business. Without
an economy of scale, contract faming will not
gain ground.

Level of mechanization: Mechanization is still
limited, although there has been some progress
in recent years. Mechanization started with
deep tube wells and shallow tube wells for
pumping ground water for irrigation followed by
land preparation by power tillers and tractors. At
present, about 80 percent of the land
preparation is by power tillers and tractors. The
next adoption that is rapidly increasing is
mechanized threshing. However the overall
trend and coverage remains low. Given the
incidence of flash floods and other climatic
adverse conditions, the use of seeders, reapers,
combined harvesters, etc. require faster
adoption. If a farmer uses a harvester, crop
wastage goes down to less than one per cent.
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4.5.2 POST-HARVEST LEVEL CONSTRAINTS
GOOD AGRICULTURAL
PRACTICES (GAP) WILL
HAVE TO BE ADOPTED AND
IMPLEMENTED TO
INCENTIVIZE COMPLIANT
GLOBAL COMPANIES
TO EXPLORE BANGLADESH
AGRIBUSINESS
SECTOR OPPORTUNITIES

PUBLIC-PRIVATE
COLLABORATION MUST FOR
IMPROVING AGRICULTURE
EXTENSION SERVICES
95% OF VEGETABLE SEEDS ARE
DEVELOPED BY PRIVATE
SECTOR BUT THE DEPARTMENT
OF AGRICULTURE EXTENSION
SERVICE IS MANDATED TO
PROMOTE VARIETIES
DEVELOPED BY PUBLIC SYSTEM
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while it is around 12 per cent in the manual
harvesting system. In case of transplanters, yields
increase by 20 per cent to 30 per cent as it increases
efficiency, allowing the delicate process to be carried
out at least 15 days earlier than it would have been
done manually. Small landholdings, affordability, poor
mechanization-handling skills, etc. hinder faster rate
of mechanization.
Awareness and Application of Good Agricultural
Practices (GAP): Knowledge, attitude and practice
involving soil health, human health and environmental
sustainability is inadequate.

Facilitative policy for public-private collaboration:
The all-important agricultural extension activities
requires effective public-private collaboration.
Agriculture extension activities, a key determinant of
agri productivity and quality, require strong
collaboration between public and private sector for it
to be successful. Currently, Bangladesh lacks
effective public-private collaboration in this area. For
example, 95% of vegetable seeds are developed and
marketed by private sector companies and there
have been significant varietal developments by
private sector over the years that largely contributed
to increased production of vegetables. The private
seed companies are also developing new
high-yielding rice seed varieties. However, the public
extension service is mandated primarily to promote
varieties developed by institutions within the National
Agricultural Research System (NARS) such as BRRI,
BARI, etc. Public extension officers are more inclined
to focusing on inputs recommended/produced by
government agencies/corporations. When it comes to
agro-advisory services farmers still largely rely on the
input dealers. However, dealers are not often trained
on availably, farming practices of new varieties.

CHALLENGES IN POST-HARVEST
MANAGEMENT LEADS
TO LOSS OF UP TO
30%-40% OF THE PERISHABLES IN
BANGLADESH
AGGREGATORS/AGGREGATION
CENTERS, REAL TIME MARKET
INFORMATION AND CURRENT
SCALE OF PROCESSING WILL HAVE
TO IMPROVE TO MINIMIZE
POST-HARVEST LOSSES

National strategy, knowledge and
technology for post-harvest management:
Post-harvest handling practices such as
harvesting, cleaning or disinfecting, sorting and
grading, packaging, storage, and transporting
play an important role in maintaining quality and
extending shelf life of agricultural produce.
However, poor
post-harvest handling costs up to 30%-40% of
the perishables in Bangladesh. This is
exacerbated by the absence of a concerted
strategy on agribusiness development with
focus on linking production and processing level
factors.
Aggregators and aggregation centers:
Absence of local level aggregators and
aggregation centres make post-harvest
management quite challenging. Most aarats and
arratdars are based in urban centres. This in
turn makes procurement of inputs quite
challenging and costly for processors to collect
produces from
Real-time market information: Farmers and
other members in the agricultural value chains
do not have access to real-time information of
input and output markets. This results in
unplanned production, creating demand-supply
mismatch and eventual post-harvest loss due to
low demand.
Market pull from agro-processors:
Inadequate small-scale processing and
inadequacy of largescale agro-processing
establishments also lead to post-harvest loss.
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4.5.3 PROCESSING IMPROVEMENT OPPORTUNITIES
FRENCH FRIES POSE HUGE EXPORT
POTENTIAL. TABLE POTATOES
PRODUCED
IN BANGLADESH DOES NOT QUALIFY
FOR FRENCH FRIES DUE TO
CHALLENGES IN STARCH CONTENT
AND MOISTURE

Varieties compatible with processing
requirements: Agri produce varieties
appropriate for processing (e.g., of potatoes,
tomatoes) are not widely cultivated in
Bangladesh. For example, there is huge
export market for french fries. However,
french fries require potatoes high in starch
content and low in moisture. Table potatoes
produced mostly in Bangladesh does not
qualify for french fries while processers see a
huge potential for french fry exports.
Import-dependence of processing
ingredients: Major ingredients for processed
food such as sugar, edible oil, wheat, are
import-dependent. This increases the cost of
production.
Oligopolistic commodity market: The
commodity market is controlled by big
conglomerates. This makes agro-processors
price-takers, while the controlling oligopolists
remain to be the price setters.
High percentage of post-harvest loss
creating erratic supply of inputs:
Post-harvest loss, which is very high
compared to global standards, makes primary
inputs for processing costly. Bangladesh
experiences 30% to 40% post-harvest loss
due to poor handling, grading/sorting,
packaging, storage and transportation.

IMPORT DUTY ON INDUSTRIAL
CHILLERS IS 212%, AND NON
CLASSIFICATION OF
COMMERCIAL-USE FREEZERS AS
CAPITAL GOODS IMPOSES SAME
TARIFF AS HOUSEHOLD
REFRIGERATORS
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High tariff on imports diminishes
agro-processing competitiveness
potential: Unlike exports, processing is not
sufficiently incentivized. For example,
tariff on import of non-strategic
agro-commodities (e.g., certain spices) is very
high. This limits proper utilization of huge
export opportunities. Likewise, import duty on
industrial chiller, currently at 212%, is
restrictively high. This impedes growth and
competitiveness of both dairy farms and

processed food industry. With respect to the
distribution channel, commercial-use freezers
are yet to be treated as capital goods, and
consequently import tariffs are kept as high as
those applicable for household refrigerators.
Due to the absence of such ‘pull factors’,
production of processed food and marketing
remain to be a big challenge, affecting farmers
and processors alike.

FOR 81% OF LOANS, FARMERS
BORROW FROM DIFFERENT
SOURCES AT RATES BETWEEN
19% TO 63%

AT PRESENT, BANGLADESH HAS
LITTLE TCL FACILITIES, AND THE
ONES EXISTING MOSTLY
REPRESENT OUTDATED
TECHNOLOGY, DESIGN, AND
INTEGRATION WITH VALUE CHAIN
BANGLADESH REQUIRES A
NATIONAL LOGISTICS DEVELOPMENT
POLICY AND
MODERNIZATION/REPLACEMENT OF
WAREHOUSE ORDINANCE THAT
DATES BACK TO 1959

Access to low-cost finance: Low-cost finance
is not available for agro-processors which make
them uncompetitive in price-sensitive domestic
as well as export markets. An IFPRI study
shows that for 81% of loans, farmers borrow
from different sources at rates between 19% and
63%. Challenges arising from various types of
agri insurance products amplifies the challenges
for agro with regard to financial products.

Logistics in Backward and Forward
Linkages: Improvement of trade logistics is an
overarching need for Bangladesh to cope up
with the overall growth of the economy. For
agro-processing industry, among other logistical
needs, Temperature Controlled Logistics (TCL)
is a critical component to ensure quality of
products along all nodes of the supply chain
both at backward and forward linkages. At
present, Bangladesh has little TCL facilities, and
the ones existing mostly represent outdated
technology, design, and integration with value
chain. Several other critical issues negatively
impact growth of ago-processing including:
• Inadequate 3rd-party logistics providers
• Most warehouses are not custom-built and
are make-shift facilities which are converted
into warehouses which make them unsuitable
for temperature-sensitive perishable products
and results in deterioration of product quality
• Absence of a national logistics policy which
has a direct impact on TCL. In addition, the
Warehouse Ordinance Act of 1959, the only
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relevant legal framework, is archaic and only
applies to raw agricultural produce and doesn’t take
into consideration or have any guidelines for
processed agricultural products

MORE THAN 20 PUBLIC
AGENCIES
INVOLVED IN LOGISTICS
RELATED POLICIES AND
REGULATORY SERVICES

• More than 20 public agencies are involved in
setting policies, regulations and operations
• The sector lacks operating standards for storage,
palletization, air and temperature control which
causes damage to goods
• Certain entry restrictions (e.g., foreign equity ceiling
is 40 percent) discourage global logistics firms to
invest in Bangladesh
• Logistics is not recognized as a formal sector.
Thus, the industry cannot access certain incentives
and import duty benefits

4.5.4 MARKET/EXPORT
DEVELOPMENT CONSTRAINTS

GLOBALLY ACCEPTED
STANDARDIZATION AND
CERTIFICATION ARRANGEMENT
(e.g., HALAL CERTIFICATION) LIMITS
BANGLADESH’S ACCESS TO
MAINSTREAM INTERNATIONAL
MARKETS. LOCAL CERTIFICATION
BODY, BSTI, HAS LIMITED
CAPACITY TO ASSESS ONLY FOR
181 PRODUCTS
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Standards and certification facilities constraining
market access: Bangladesh’s international market
access for fresh and processed agro-produce is
limited/restricted in certain countries, including some
of those that offer GSP facilities to Bangladesh
mostly due to quality and certification issues. Lack of
globally accepted standardization and certification
arrangement (e.g., Halal certification) limits
Bangladesh’s access to mainstream international
markets. Local certification body, BSTI, has limited
capacity (can assess only for 181 products).
Bangladesh’s Islamic Foundation based halal
certification is not globally recognized.
Slow rate of adoption of processed food in
domestic market: Domestic market is accepting
processed agro-produce only slowly. For example,
use of powdered onion, garlic, ginger and tomato
puree is widespread globally. Such behavioral rigidity
limits product basket diversification potentials of
agro-processors.

4.5.5 BROADER ENABLING
ENVIRONMENT/ ECOSYSTEM
CONSTRAINTS

DUE TO CAPACITY
CONSTRAINT OF LOCAL
STANDARDS AGENCY BSTI,
INTERNATIONAL BUYERS
PREFER THIRD PARTIES TO
TEST AND CERTIFY WHICH
ESCALATES COST

MRA SIGNED WITH INDIA’S BSI
REMAINS INEFFECTIVE DUE TO
COORDINATION GAPS
BETWEEN CUSTOMS AND BSTI
NATIONAL QUALITY POLICY 2015
CAN BE MADE MORE EFFECTIVE BY
PUTTING IN PLACE AN
IMPLEMENTATION PLAN

Navigating through multiple agencies impede
smooth business entry and operation for agro firm:
Confusions and complexities involving multi-agency
roles hampers operational efficiency of agro-processors.
For example, agro-businesses need to abide by BSTI
guideline (which is under the jurisdiction of the Ministry
of Industries), but at the same time adhere to the Food
safety Authority (which is under the Ministry of Food)
and depend on the primary agricultural inputs market
(which is under the Ministry of Agriculture). Conflicting
guidelines are not uncommon either.

Standards and certification facilities conforming to
international market requirements: Standards and
certification regime is not aligned with and/or recognized
by international markets. This impedes accessing
mainstream markets worldwide. Despite certification of
Bangladesh Standards and Testing Institution (BSTI),
buyers still prefer third parties to test and certify which
escalates cost but at least ensures acceptance in global
markets. There are issues not only of capacity of BSTI
but also of its credibility. The BSTI needs to sign more
bilateral co-operation agreements/Mutual Recognition
Agreements (MRA) for easier facilitation of agro export
and import of inputs. MRAs signed so far, such that of
with Board of Standards in India (BSI), remain ineffective
due to constraints in formal notification procedure to
customs. The number of required equipment is absent in
the BSTI laboratories. As a result, only limited number of
parameters can be tested which gets exacerbated by
lack of skilled workers. As a result, BSTI reports are not
recognized by international buyers (Study on Analyzing
the Gap in Issuing Certificates of Standards for Export,
Bangladesh Foreign trade Institute (BFTI, 2019).
Overall, Bangladesh needs to make the National Quality
Policy of 2015 effective, and develop an implementation
plan for the key outcomes targeted in the policy.
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INDIA BEING A MEMBER OF ASEAN
PAYS NO DUTY FOR EXPORT TO
ASEAN
COUNTRIES, BUT BANGLADESHI
PRODUCTS HAVE IMPORT DUTIES
BETWEEN 15% AND 20% IN THE
SAME MARKETS

POULTRY PRODUCERS PAY 15%
WHILE THE PROCESSING FIRMS
ARE SUBJECT TO MORE THAN 32%

Trade integration facilitating easier access to
international markets: Lack of effective strategic trade
orientation for the agri and agrobusiness sector puts
Bangladesh’s private sector in disadvantageous position
vis-à-vis competing countries. Overall, there is
luke-warm focus on agro in the export strategies, and
Bangladesh having limited number of global and
regional trade agreements limit easier access to
markets. For example, India being a member of ASEAN
pays no duty for export to ASEAN countries, but
Bangladesh has to pay between 15% and 20% duty.
Although countries such as Indonesia and Malaysia are
potential markets (particularly for Halal food),
Bangladeshi agroprocessors and exporters cannot
compete with India in such markets, just due to high
import taxes in such markets. Similarly, export to the
Middle Eastern countries is hampered due to high
freight charge vis-s-vis India.
Tax Treatment in Different Layers of Value Chain:
Development of logistics necessary to support
agro-processing sector is constrained by high import tax
(both tariff and para tariff) for some components of cold
chain. Current tax policies are not strategic and
motivating enough to facilitate expansion of processing
sector. For instance, poultry producers pay 15% tax
whereas for processors it is 32.5% which makes
processing uncompetitive. Higher cost of processed
poultry meat also encourages people to stick to their
traditional kitchen markets.

4.6
WHY IS FOREIGN DIRECT
INVESTMENT (FDI) LOW IN FOOD
AND AGRO-PROCESSING
THE FDI INFLOW IN FOOD AND AGRO-PROCESSING HAS BEEN VERY MODEST OVER THE YEARS.THE TABLE
BELOW SHOWS FDI INFLOWS IN AGRICULTURE AND FISHING AND FOOD PRODUCTS BETWEEN FY 2010-11 AND
FY2019-20.
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TABLE 16: SUB-SECTOR-WISE NET FDI INFLOWS DURING LAST 10 FISCAL YEARS
In Million USD
Sectors
FY

Agriculture & Fishing

Food Products

Total (1+2)

2010-11

11.43

17.16

28.59

2011-12

49.5

35.51

85.01

2012-13

29.72

61.88

91.6

2013-14

28.99

58.46

87.45

2014-15

29.22

96.59

125.81

2015-16

36.57

108.24

144.81

2016-17

43.26

96.43

139.69

2017-18

14.5

136.72

151.22

2018-19

39.19

830.88

870.07

2019-20

10.89

157.14

168.03

Source: FDI Survey Report, Bangladesh Bank, Policy Exchange Analysis

FIGURE 35: FDI INFLOWS (NET) BY MAJOR SECTORS DURING CY2019 (IN MULLION USD)
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Food
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Source: Foreign Direct Investment (FDI) in Bangladesh, Survey Report July-December 2019, Statistics Department Bangladesh Bank
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In addition, the various value-chain level
constraints mentioned, a number of FDI-specific
constraints the potential FDI inflows in the
sector. These include:

FOOD SAFETY,
INVESTABLE INFORMATION,
SUPPLY OF INPUTS AND
SUSTAINABILITY
PRACTICES NEED TO
IMPROVE SIGNIFICANTLY
TO BOOST FDI IN
AGRIBUSINESS

Investment information on Bangladesh’s
potential: As mentioned earlier, Bangladesh’s
achievement in agriculture is an untold story.
Foreign investors are not aware about the
potential of this sector, and there remains an
absence of market/sector data to understand
potential and entry points.
Current agricultural practices make local
sourcing of inputs quite challenging:
Multinational companies who are operating in
Bangladesh find it difficult to procure inputs
locally due to lack of food safety, sanitary,
phytosanitary, traceability and quality issues.
Uninterrupted supply of inputs: There is also
the problem of erratic supply in economic
volumes due to seasonality factors, poor
harvest due to untimely availability of inputs.
Sustainability requirements: During
stakeholder engagement, representative of one
multinational company in food processing
operating in Bangladesh also underpinned the
issue of GHG emission from agriculture.
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4.7
PRACTICES IN
AGRO-PROCESSING:
THE CASE OF
VIETNAM
4.7.1 CONTEXT: AGRICULTURE IN VIETNAM
VIETNAM IS ONE OF THE TOP FIVE
FOOD BASKETS OF THE WORLD,
AND ONE OF THE TOP 15 AGRO
EXPORTERS

IN 2018, EXPORT OF
AGRO-FORESTRY AND AQUATIC
PRODUCTS REACHED $40 BILLION

Before 1981, Vietnam used to import 0.5 million
tons of rice annually to meet the demand for
domestic consumption. Today the country is the
second largest exporter of rice and is considered
as one of the top five food baskets in the world
and one of the top 15 countries by agricultural
exports. Despite declining contributions from
agriculture, forestry, and fisheries sector which
fell from 40 per cent of GDP in 1990 to 14.85 per
cent in 2020, agriculture continues to make an
important contribution to Vietnam’s economic
stability. The agro-forestry and aquatic products
processing industry has enjoyed an annual
growth rate of 5-7 per cent in 2013-18. As a
result, its exports grew by 8-10 percent a year to
a record of US$40.02 billion in 2018 making
Vietnam one of the biggest agricultural, forestry
and aquatic products exporting countries in the
world.
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WHILE BANGLADESH
PROCESSES LESS THAN 1% OF ITS
AGRI PRODUCES, UPTO 15% OF
VIETNAM’S FRUITS AND
VEGETABLES ARE EXPORTED IN
FULLY PROCESSED FORM

These products are exported to over 180
countries and territories, including demanding
markets such as the EU, the US and Japan.
However, the sector still faces constraints to
accelerate growth in terms of unorganized value
chain, outdated processing technologies and
erratic supply of raw materials, etc. While
Vietnam currently exports 10-15 per cent of fruits
and vegetables in processed form which indicate
huge untapped potential for growth, Bangladesh
processes less than 1 percent of its agricultural
produces.

4.7.2 AGRO-PROCESSING INDUSTRY IN VIETNAM
PACKAGED FOOD
MARKET IN VIETNAM
IN 2019 ESTIMATED
AT $13.1 BILLION
BY 2024,
THE MARKET
WILL REACH
OVER $22 BILLION

Vietnam has Southeast Asia’s fastest-growing
middle class, which is expected to reach 33
million people in 2020, up from 12 million in
2014. Citizens living in first and second-tier
cities have income about two to three times
higher than the national average and are more
open to new and high-value food products than
shoppers in rural areas. (USDA’s Office of
Agricultural Affairs (OAA). According to
Euromonitor, retail sales in the packaged food
market in Vietnam had been estimated to reach
nearly US$13.1 billion in 2019. This represents
a period growth rate of 38% or nearly US$3.6
billion since 2015. By the year 2024, the retail
sales in the packaged food market in Vietnam is
expected to reach over US$22.8 billion, a period
growth rate of 57.2% or US$8.3 billion.

TABLE 17: VIETNAM’S MAIN INDUSTRIAL FOOD PRODUCTS AND FOOD INGREDIENTS

Main industrial food products

2014

2015

2016

2017

2018

5

4

4

4.1

3.9

Canned aquatic products (thousand tons)

104

100

101

105.1

109.2

Frozen aquatic products (thousand tons)

1,587

1,666

1,978

1,974

2,133

Fish sauce (million liters)

334

340

368

373.3

374.2

Canned vegetables (thousand tons)

63

65

69

74

79

Canned fruits and nuts (thousand tons)

48

49

52

56.2

56.9

Refined vegetable oils (thousand tons)

863

966

1,114

1,081

1,166

Fresh milk (million liters)

847

1,028

1,106

1,211

1,258

Powdered milk (thousand tons)

90

99

107

112

121

Milled rice (thousand tons)

41,017

40,773

38,991

39,504

41,743

Refined sugar (thousand tons)

1,863

1,842

1,654

1,719

1,927

Roast, ground and instant coffee (thousand tons)

91

88

94

100

107

Processed tea (thousand tons)

180

168

164

170

169

Sodium Glutamate (thousand tons)

253

263

278

280

186

Liquor (million liters)

318

313

305

310

316

3,287

3,526

3,835

4,005

4,214

Canned meat (thousand tons)

Beer (million liters)

Source: General Statistics Office (GSO), Ministry of Planning and Investment (MPI), Ministry of Industry and Trade (MOIT) and Ministry of
Agriculture and Rural Development (MARD)
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4.7.3 A WIDE RANGE OF AGRI PRODUCTS
IN VIETNAM’S EXPORT BASKET

Demand for packaged food products is increasing in response to modern, busier lifestyles, increased exposure to
Western, Korean, and Japanese culture and cuisines, as well as the perception of packaged food being safer. Sales of
packaged food in modern channels such as convenience stores, supermarkets, and hypermarkets are increasing. Sales of
packaged food to food service channels has also been rising in recent years due to the booming number of fast-food chains,
restaurants, cafes, bars, and pubs.

VIETNAM’S AGRI-FOOD EXPORT
INCREASED
EIGHT FOLD SINCE 2000’s

Consumption of ready-to-eat meals including shelf stable ready-to-eat meals, chilled lunch kits, chilled pizza, chilled
ready-to-eat meals, dinner mixes, dried ready-to-eat meals, frozen pizza, frozen ready-to-eat meals, prepared salads, and
other ready meals, has been increasing in recent years, especially in large cities such as Ho Chi Minh City and Hanoi.

BY 2030, VIETNAM EXPECTS TO
EXPORT $70 BILLION IN
AGRI-FORESTRY AND FOOD
PRODUCTS

Growth of chilled meat is on the rise as more consumers are willing to spend more for safe food.
Retail value of processed products such as sauces, dressings, condiments, soy sauce, and Western originated sauces
such as salad dressings, mustard, and mayonnaise is increasing.
Increasing consumer demand for bakery products such as sweet biscuits, snack bars, fruit and mixed snacks continue
to rise in sales value due to increasing consumer demand for these products as gifts. Imported raisins
used for bakeries, cereal products, mixed dried fruits and nuts, and other processed food.
Demand for healthier dried fruit products is increasing.
Traceability and production information are increasingly demanded by consumers.

Vietnam’s agro-food sector is well integrated
with international markets. Agrofood exports
have increased eight-fold since the early
2000s, and Vietnam is now one of the world’s
largest exporters of a wide range of
agricultural commodities, including cashews,
black pepper, coffee, cassava and rice.
Two-thirds of Vietnam’s agro-food exports are
delivered to foreign consumers without further
processing. In 2019, Vietnam’s agricultural
exports of the top ten agricultural products
reached $35.9 billion, equivalent to 13.6
percent of total exports (Vietnam General
Statistics Office- GSO). Vietnam has set an
export target of $65-70 billion for agriculture,
forestry and fishery products by 2030.

FIGURE 36: VIETNAM’S PROCESSED FOOD EXPORTS AND SHARE OF PROCESSED FOOD EXPORTS
IN TOTAL AGRIFOOD EXPORTS (IN CURRENT USD MILLION):
25

Government supports organic products, but demand for organic products remains limited due to high price and lack of
clarity on traceability and standards.

6,000
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Processed food share (%)

20

4,000
15
3,000
10

2,000

5
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Following are the major trends in Vietnam’s agro-processing sector as captured by Global Agricultural Network in its
April 2020 Report:

Value of processed food
Share of processed food in
total-food/exports

0,000

0
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2012

2013

2014

2015

2016

2017

2018

Source: IFPRI: Agri-food Trade in Myanmar - Its role in Myanmar’s future economic takeoff, Xinshen Diaoet al.
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4.7.4 POLICY AND STRATEGIC MEASURES THAT
STIMULATED AGRI-BUSINESS IN VIETNAM

EXPORT TRENDS SHOW HIGHEST GROWTH FOR
PROCESSED PRODUCTS IN THE AGRI EXPORT BASKET.

4.7.4.1 BROADER POLICY MEASURES

The following table shows top 10 agricultural export products from Vietnam:

TABLE 18: VIETNAM’S TOP TEN AGRO-BASED EXPORT PRODUCTS
(Values in Million USD)

Today, the world recognizes Vietnam as an inspirational success story, the model of sustained economic growth and
poverty reduction. However, Vietnam's gross domestic product (GDP) in 1984 was valued at US$18.1 billion with a per
capita income estimated to be between US$200 and US$300 per year. A lower middle-income country in South East Asia,
Vietnam has a total population of 96.5 million, with 68 percent of the population between the ages of 15-64. Its
unemployment rate is as low as about two percent. The annual Gross Domestic Product (GDP) growth over last five years
is over six percent raising per capita income from US$430 in 2000 to approximately US$2,564 by the end of 2018 (World
Bank). Conducive policy measures addressing key areas of the economy over a sustained period of time helped deliver
benefits to key sectors including agribusiness.

Commodity

2015

2016

2017

2018

2019

% change in
2018-2019

5 Year Average
2015-2019

Cotton

623

788

1,056

1,312

1,426

9%

1,041

Soybean

265

341

288

470

293

-38%

331

FIGURE 37: GDP PER CAPITA PPP AND ANNUAL GDP GROWTH RATE IN VIETNAM

Soybean Meal

139

74

75

305

195

-36%

158

7000

8.00

Dairy Products

168

120

112

145

171

18%

143

6000

7.00

5000

6.00

Poultry Meat &
Products*
Fresh Fruit

84
59

79
67

76
72

110
102

140
139

28%
36%

98
88

5.00

4000

4.00

3000

3.00

2000

40

61

82

76

-7%

58

Non-Alcoholic
Beverages*

43

2017

32

0.00

2016

Beef & Beef
Products

0

2015

59

2014

131%

2013

117

2012

51

2011

44

2010

46

2009

37

1.00
2008

Prepared Food

2.00

1000
2007

264

2006

-58%

2005

122

2004

287

2003

308

2002

331

2001

272

2000

Tree Nuts

GDP percapita, PPP, 2011 USD, (left axis)
47

48

58

76

29%

54

GDP, annual growth rate, % (right axis)

Source: US Cencus Bureau Trade Data- BICO HS-10
*Excludes eggs
**Excludes juices
Note: Green includes value added products which have the highest growth
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4.7.4.2 HOLISTIC ECONOMIC REFORMS TARGETING ECONOMIC
DIVERSIFICATION THAT BENEFITTED AGRI SECTOR

4.7.4.3 INVESTMENT POLICY REFORMS
FOR GREATER FDI IN NEW SECTORS

In 1986 Vietnam introduced a comprehensive
set of economic reforms known as Doi Moi
(renovation). Since then, the country has
carried out waves of reforms for improving
business environment in terms of liberalization
of the economy, land usage reforms, trade
policy and regulations to promote domestic
market as well as attracting foreign direct
investment (FDI), providing easier access to
finance for private sector growth. The country
made significant improvement in increasing
Vietnam’s global ranking in “Ease of Doing
Business” as measured by the World Bank –
from the 93rd position in 2010 to 70th in 2020
as shown in the following graph:

VIETNAM INTRODUCED
COMPREHENSIVE SET OF
ECONOMIC REFORMS IN 1986
KNOWN AS DOI MOI (RENOVATION)

COMPREHENSIVE
INVESTMENT POLICY REFORMS
THROUGH MAJOR REVISIONS
OF INVESTMENT LAW AND
ENTERPRISE LAW 2014

Vietnam has revised Investment Law and
Enterprise Law approved in 2014 that replaced
the laws from 2005. The new laws opened the
door for more foreign direct investment (FDI)
by reducing the number of prohibited sectors
and simplifying the legal procedure for
investors to establish their business. It also
regulates equal treatment for all types of
investors (state, non-state, foreign and
domestic). From 1986 to 2018, land allotted to
industrial parks increased from 335 hectares to
an impressive 80,000 hectares.
The following two figures present a
comparative scenario of FDI inflows of
Vietnam and Bangladesh between 2010
and 2019:

FIGURE 38: EODB IN ASEAN COUNTRIES IN 2020, BY INDEX SCORE
FIGURE 39: VIETNAM FDI NET INFLOW (BILLION USD)
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4.7.5 AGRI-SECTOR SPECIFIC POLICY AND OTHER MEASURES

FIGURE 40: BANGLADESH FDI NET INFLOW (BILLION USD)
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0.0

3.89

1.73
0.91

0.78

1.19

1.83
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4.7.5.1 REGULATORY SIMPLIFICATION

GOVERNMENT
SIMPLIFIED 241
OUT OF 345
CONDITIONS FOR
AGRI ENTERPRISES.

2.58

1.48

FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19
Source: Bangladesh Bank data

The Ministry of Agriculture and Rural
Development (MARD) has
removed/revised/simplified 241 out of total
345 conditions to establish enterprises in
all sub-sectors in agriculture. MARD has
also reduced 76% of the total number of
commodities subject to special inspection
by the Customs before exporting or
importing. Vietnam continues to carry out
comprehensive reforms in this sector to
enable further growth and attract more FDI.

4.7.5.2 INVESTMENT POLICY AND FACILITATION SUPPORT FOR AGRIBUSINESS
Vietnam’s investment in agriculture sector has been growing steadily over the past years, gradually strengthening the
foundation of the agro-processing sector. The following figure shows the country’s realized investment in agriculture
between the years 2005 and 2016:

4.7.4.4 ENABLING INFRASTRUCTURE PROVIDES EASY MARKET ACCESS
FOR CRITICAL SECTORS

VIETNAM INTRODUCED
COMPREHENSIVE SET OF
ECONOMIC REFORMS IN 1986
KNOWN AS DOI MOI
(RENOVATION)
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Vietnam has undertaken comprehensive plan to
improve its infrastructure. The country currently
spends 10 per cent of its GDP whereas it is 2.85
percent in Bangladesh. In terms of comparison of
infrastructure quality, Vietnam’s overall infrastructure
score is 65.4 while Bangladesh’s score stands at
53.4 (Global Competitiveness Report 2018). Projects
such as Hanoi and Ho Chi Minh City have metro
systems under construction (US$8 billion), a modern
international airport outside of Ho Chi Minh City
(US$16 billion) with proper cargo handling facilities,
and US$33 billion rail link between Hanoi and Ho
Chi Minh City all provides foundation for an
integrated domestic market, particularly for sectors
such agribusiness, and for efficient cross-border
trade. To address the future needs, redevelopment
of Ho Chi Minh City is planned and will cost at least
US$22 billion.

FIGURE 41: VIETNAM’S REALIZED INVESTMENT IN AGRICULTURE
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VIETNAM OFFERED SERIES OF
POLICIES TO PROVIDE
INCENTIVES IN THE FORM OF
FEE AND TAX EXEMPTIONS,
PREFERENTIAL CREDIT, TRADE
PROMOTION, AND OTHER
POLICIES TO SUPPORT LAND
ACCESS, FARMING
CONTRACTS, OR TO REDUCE
POSTHARVEST LOSSES

Agricultural produce being the primary market of
inputs for processing industry, it is critical to
achieve complementarity between these two
sectors – agriculture to ensure regular and
adequate supply of quality inputs for processing
while the agro-processing sector creates the
market pull for agricultural produce to encourage
farmers to produce certain crops needed for
processing industry and ensure better price for
farmers. The pace and extent of policy reforms
carried out in Vietnam is reflected in the number
of policy related decrees issued in recent years in
order to encourage investment in agriculture. The
Government of Vietnam have issued a series of
policies to provide incentives in the form of fee
and tax exemptions, preferential credit, trade
promotion, and other policies to support land
access, farming contracts, or to reduce
postharvest losses.

The Most Recent Policy Initiatives Promoting
Agri-investment Can Be Listed As:
i) Policies to encourage enterprises to invest in agriculture and rural areas (Decree No. 210/2013/ND-CP,
and its replacement by Decree No. 57/2018/ND-CP)
ii) Credit policies (Decree No. 55/2015/ND-CP)
iii) Insurance policy (Decree No. 58/2018/ND-CP on 18/4/2018)
iv) Policies to encourage public-private partnership (PPP) (Decree No. 15/2015/ND-CP, and Decree No. 63/2018/ND-CP)
v) Support for contract farming on large-scale production (Decision No. 62/2013/QD-TTg; Decree No. 98/2018/ND-CP)
vi) Support to reduce postharvest losses (Decision No. 68/2013/QD-TTg)
vii) Promotion of high-tech agriculture (Decision No. 1895/QD-TTg on 17/12/2012; Decision No.
575/QD-TTg on 04/5/2015, Decision No. 66/2-15/QDTTg on 25/12/2015; Decision No.
19/2018/QD-TTg on 19/4/2018)

138

To encourage the enterprises investing in
agriculture including agribusiness the
Government issued the Decree No.
57/2018/ND-CP dated April 17, 2018 on incentive
policies for enterprises investing in agriculture
and rural development sector, providing the
following fiscal and regulatory incentives:

DECREE NO. 57/2018/ND-CP OF
2018 ALLOWS AN ENTERPRISE
THAT HAS AN AGRICULTURE
PROJECT AND
LAND AREA, TO BE EXEMPTED
FROM PAYMENT OF FEES
FOR CHANGING LAND USE
PURPOSE AND THE LAND LEVY

• Exemption or reduction of land levy: an
enterprise that has an agriculture project shall
have a land area and exempted from payment
of fees for changing land use purpose and the
land levy of that land area after change of use
purpose.
• An enterprise that has an agriculture project
eligible for special investment incentives shall
be exempted from payment of land rental
and/or water surface rental;
• an enterprise that has an agriculture project
eligible for investment incentives shall be
exempted from payment of land rental and/or
water surface rental for the first fifteen years.
• An enterprise investing in agriculture and rural
development sector shall receive interest rate
subsidies on commercial loans from local
government budget upon the completion of
investment project. The subsidy is equal to the
difference between the commercial loan interest
rate and the Government's concessional loan
interest rate on the actual outstanding loan
balance at the time of considering the
application for subsidy. Subsidized loan limit,
the maximum loan amount shall not exceed
70% of total investment of a project. They shall
not exceed 08 years.
• An enterprise that has an agriculture project
eligible for special investment incentives or
investment incentives or an encouraged
agriculture project shall receive the following
subsidies from state budget with the subsidy as
VND 02 million/month/employee for a period of
not more than 03 months.
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4.7.5.3 EASING LAND USAGE FOR AGRI PRODUCTIONS

LIBERALIZATIONS IN LAND USE
POLICIES IN AGRICULTURE LED
TO 627 THOUSAND HECTARES OF
RICE LAND THAT WERE LESS
EFFECTIVE BEING TRANSFORMED
TO OTHER MORE EFFECTIVE
SUB-SECTORS SUCH AS
FISHERY, AQUACULTURE

In recent years, the Government has simplified
strict regulations on the use of agricultural land.
Accordingly, rice land could be converted for
perennial crop land or fishery land, on the
condition that it could easily be re-converted to
rice land. In 2013-2017, 627 thousand hectares of
rice land that were less effective were transformed to
other more effective sub-sectors, such as fishery,
aquaculture. The tendency is clearly seen in the
deltas of the Red river and the Mekong river. In areas
that used to suffer from drought or salinization, the
farmers are gradually switching to other plants that
grow better in these conditions, or plant grass for
animal feed, or to raise aquaculture products
(Department of Agricultural Economy, MPI 2018).

TABLE 19: THE LAND DISTRIBUTION FOR DIVERSIFIED CROPS IN VIETNAM
Categories

Area (thousand)

Share (%)

Total

27,284.9

100

Land for crop production

11,526.8

42.26

Paddy land

4,136.2

15.16

Other annual crop land

2,852.1

10.45

Perennial crop land

4,538.5

16.63

Forestry land

14,908.4

54.64

Water surface land for fishing

797.3

2.92

Land for salt production

17.6

0.06

Others

34.8

0.13

(Source: GSO, 2018a)

It is worth noting that the difference in percentage of land used for paddy cultivation and land for non-rice crops is only 4.7%.
Without such a shift to diversified cropping pattern, agro-processing could not reach to its current stage.
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4.7.5.4 FORMATION OF
‘LARGE FIELDS’ TO ACHIEVE
ECONOMY OF SCALE
IN AGRICULTURE

ECONOMIES OF
SCALE AND GREATER
MECHANIZATION MADE
POSSIBLE BY “LARGE FIELDS”
POLICY THAT LEADS TO
FORMATION OF 2300
FIELD BY 2016

4.7.5.5 AGGLOMERATION OF
AGRI PRODUCTION THROUGH
HIGH-TECH AGRI CLUSTERS

BY 2018,
VIETNAM
ESTABLISHED 35
HIGHTECH
AGRICULTURAL
ZONES

With the objective of increasing the scale of production
the authorities have been promoting the formation of
“large-fields”, by which households remove the barriers
to their plots and unite their plots to take advantage of
the economies of scale. Similar to Bangladesh,
Vietnam’s per capita land holding is very low (0.3
hectares) which does not provide economies of scale in
production. By July 2016, nearly 2,300 such large fields
were formed across the country with an average
cultivated area of 257.2 ha. The larger fields allow
farmers to reduce production costs, apply best practices,
and engage in farming contracts with firms to buy inputs
or to sell their products (Investment in Agriculture in
Recent Times: The Case of Vietnam Hoang Xuan Diem
and Do Thi Thu Thuy). This is particularly interesting in
the context of Bangladesh. Bangladesh is losing 1% of
agricultural land each year due to growing demand for
land use in non-agricultural sectors, growing
urbanization, etc. On the other hand, extreme
fragmentation of land impedes mechanization as well as
achieving economies of scale. As a solution to this, there
are proponents of ‘Social Agriculture’ or ‘Community
Agriculture’ in Bangladesh to achieve the same
objective. (Dinbodol, FH Ansarey, 2019)

The Government of Vietnam is encouraging
establishment of high-tech agricultural zones across
the country. By June 2018, thirty-five such high-tech
agricultural zones were established. Investors are
increasingly looking for most recent techniques in
smart farming to reap the benefit from very limited
inputs and unfavorable conditions for agricultural
production. Large domestic firms are leading this new
trend. Government is also providing low-interest credit
support to high-tech agricultural zones. By late May
2018, the total credit granted to high-tech agricultural
projects amounted to around VND 40,000 billion. The
interest rate for the short-term loan is around 5.3 6.5%/year, and for medium and long-term is about
8.5-10% (MARD, 2018), (Investment in Agriculture in
Recent Times: The Case of Vietnam, Hoang Xuan
Die, et al).
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4.7.5.6 AGRI FINANCE – PREFERENTIAL CREDIT SUPPORT TO BOOST
AGRICULTURAL PRODUCTION

ENTERPRISES,
COOPERATIVES, OR
COOPERATIVE UNIONS WHO
ENGAGE IN CONTRACT
FARMING THAT APPLY
MODERN TECHNOLOGY MAY
BORROW WITHOUT A
MORTGAGE AN AMOUNT UP
TO 70% OF THE VALUE OF
THE PROJECT

There are different preferential credit programs
granted to households and farms to support
agricultural production. Individuals,
households, cooperatives, or farm owners may
borrow from commercial banks from VND 50
million to VND 3 billion (one US dollar =
23,079.43 Vietnamese Dong as of April 14,
2021) without a mortgage. Enterprises,
cooperatives, or cooperative
unions who engage in farming contracts that
apply modern technology may borrow without
a mortgage an amount up to 70% of the value
of the project (Investment in Agriculture in
Recent Times: The Case of Vietnam Hoang
Xuan Diem1 and Do Thi Thu Thuy).

4.7.6 GROWING TRADE LOGISTICS AS AN
AGRIBUSINESS ENABLER
Once a fragile and poorly organized trade logistics system, the logistics industry is one of the fastest growing
industries in Vietnam and it is estimated to grow at a pace faster than the GDP growth rate. Currently, the
logistics service accounts for 15-20% of GDP in Vietnam. (Frank Morgan, Vietnam Logistics Industry Overview).
According to logistics and performance index: quality of trade and transport-related infrastructure Vietnam’s score was 3.1
while Bangladesh’s score was 2.39. (World Bank) 2018). Every two years, the World Bank announces the LPI (Logistics
Performance Index) where Vietnam was ranked at 39, out of 160 countries, which was up by 20 places. Vietnam is just
behind Singapore and Thailand, but ahead of Malaysia and Indonesia. Vietnam's logistics costs are estimated to be
around 25% of Vietnam's GDP, still much higher than developed countries like the US and higher than developing
countries like China or Thailand (Mordor Intelligence report on Vietnam Freight and Logistics Market 2020-2024). There is
an outsourcing trend for logistic services in Vietnam and they are classified in two groups:
According to logistics and performance index: quality of trade and transport-related infrastructure Vietnam’s score was 3.1
while Bangladesh’s score was 2.39. (World Bank) 2018). Every two years, the World Bank announces the LPI (Logistics
Performance Index) where Vietnam was ranked at 39, out of 160 countries, which was up by 20 places. Vietnam is just
behind Singapore and Thailand, but ahead of Malaysia and Indonesia. Vietnam's logistics costs are estimated to be
around 25% of Vietnam's GDP, still much higher than developed countries like the US and higher than developing
countries like China or Thailand (Mordor Intelligence report on Vietnam Freight and Logistics Market 2020-2024). There is
an outsourcing trend for logistic services in Vietnam and they are classified in several groups:
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• Basic services including outbound transportation/warehousing and inbound transportation/warehousing
• Specialized services including warehouse management, inventory management, order processing, vendor
management, custom information and support, reverse logistics and climate-controlled logistics. The players on
the market are divided into three groups:
• Multinational and joint venture companies: targeting global customers in Vietnam by offering logistic packages
(such as 3PL package –Third Party Logistics)
• State owned companies/corporations: this group dominates local market on freight transportation and delivery
• Joint Stock and private companies: this group targets customers who are in the private sector in Vietnam. This
group consists of small, low-capital local companies. Nevertheless, many of them are competing with players in
the first group to offer 3PL package to multinational customers in Vietnam. (Transport and logistics in Vietnam,
Netherlands Worldwide).

4.7.6.1 FAST-GROWING COLD CHAIN TO SUPPORT
AGRO-PROCESSING

VIETNAM HAS
INCREASED
COLD CHAIN CAPACITY
FOUR TIMES IN LAST
DECADE, AND THE
INFRASTRUCTURE
IS OFTEN OPERATED
WITH A CAPACITY
OF OVER 90 PERCENT

The growth of agro-processing sector demands an
entailing growth of the trade logistics system such as
storage, cold chain, etc. Over the past ten years, the
capacity of cold chain supply in Vietnam has increased
four times and the infrastructure is often operated with a
capacity of over 90 percent. This is the first time Vietnam has
a legal document (Decree 163 of the Government on logistics
services was issued on 30 December 2017) affirming its
determination to develop the logistics service sector, and at the
same time to devise practical, medium-term solutions to
support logistics development in Vietnam. One of the highlights
of the decree is: logistics services providers no longer require
meeting the condition of adequate equipment and personnel.
That condition was applied to some logistics services, but
under Decree 163/2017, the logistics services providers have
only to meet conditions specific to the logistics service that they
provide. Currently, the cold chain logistics market in Vietnam
encourages foreign investors mainly in developing large-scale
cold storage systems such as CLK Cold Storage, FM Logistics
and Emergent Cold. Most domestic enterprises hold the
transport market of cold products, including Tân B�o An and
ABA Cool trans (Vietnam News, March 2021). Decision 200
issued in February 2017 approved an Action Plan to improve
competitiveness and develop Vietnam’s logistics services by
year 2025. (The Supply Chain and Logistics of Vietnam in the
Context of International Economic Integration by Pham Nguyen
My Linh1 et al)
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Vietnam’s modern retail foods sector saw
significant growth in 2019. According to the
General Statistics Office (GSO), total 2019 food
and beverage retail sales were estimated at us$51
billion, a 13% increase over the previous year,
with modern retail food channels accounting for
approximately 14% of the total. Strong economic
growth, increasing foreign investment, benefits
from Free Trade Agreements (FTAS), a growing
middle class with higher disposable income, rapid
urbanization, and heightened concerns about
hygiene and food safety continue to fuel the
sustainable growth in this sector. Some modern
retail chains have both hyper/supermarkets and
convenience stores in their distribution channels.
The number of modern grocery outlets jumped
from around 1,000 in 2013 to over 4,000 in 2019.

4.7.8 TARGETED FDI PROMOTION AND FACILITATION PLAYED
CRITICAL ROLE IN AGRO-PROCESSING GROWTH

FDI IN THE FOOD
PROCESSING SECTOR IS
ESTIMATED AT $11.2
BILLION IN 717 PROJECTS
WHICH IS 3% OF TOTAL
INVESTMENT
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Foreign direct investment in the food processing
sector is estimated at $11.2 billion in 717 projects
which is 3% of total investment which is
considered still quite modest. Along with policy
and regulatory reforms to attract FDI, the
Government is offering incentives to investors,
with priority given to projects with advanced and
environment-friendly technologies and creating
high-added value products. (Viet Nan News,
November 15, 2019). As of July 2018, there were
501 FDI (mainly in agro-processing in forestry,
fishery, livestock feed, etc.) projects in agriculture
with a total value of USD 3.37 billion. For example,
Vietnam's State Capital Investment Corporation
(SCIC) hold public auctions to divest stocks of
state-owned enterprises such as Vina milk, Saigon
Beer-Alcohol-Beverage and Hanoi Beer Alcohol
and Beverage to attract foreign investments.

VIETNAM HAS SIGNED 17
FTAs ENABLING EASY AND
COMPETITIVE ACCESS TO
MARKETS AND FAVORABLE
BUSINESS ENVIRONMENT
FOR FDI FROM COUNTERPART
COUNTRIES

Vietnam has signed seventeen FTAs
including the ASEAN free trade agreement,
Investment Protection Agreement (IPA)
between Vietnam and the European
countries (the EU), comprehensive and
Progressive Agreement for Trans-Pacific
Partnership (CPTPP) which create a
favorable business environment for
domestic and foreign companies’ vis a vis
its competitors. Such economic integration will
open up more opportunities for Vietnamese
exports, as well as help Vietnam to attract more
investment. The following figure shows the
value of processed food and share of processed
food in total agri-food:

FIGURE 42: VALUE OF PROCESSED FOOD AND SHARE OF PROCESSED
FOOD IN TOTAL AGRI-FOOD
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CURRENTLY, OVER 47
PERCENT OF VIETNAM
NATIONAL STANDARDS ARE
HARMONIZED WITH
INTERNATIONAL AND
REGIONAL STANDARDS

4.7.8.2 TECHNOLOGY ADOPTION AND TRANSFER POLICIES FOR AGRI PRODUCTIVITY

INCENTIVES FOR
TECHNOLOGY-ORIENTED
FIRMS INCLUDE A WAIVER
OR REDUCTION OF
ENTERPRISE INCOME TAX, A
WAIVER OR REDUCTION OF
LAND LEASE, CREDIT
INCENTIVES, AND
INCENTIVES FOR IMPORT
AND EXPORT DUTIES

In appreciation of technology shaping the future of world
economy, Vietnam provides under the law on technology
transfer certain incentives to encourage the transfer of
technologies and to improve the science and technology
market in the country. For instance, technologies which create
new and highly competitive products, use new energy or
environment-friendly energy, protect human life or help to prevent
diseases, or technologies that are encouraged to be transferred to
rural and mountainous areas enjoy tax reduction policies.
Furthermore, the law also allows the organization that creates new
technologies using state budgets to be the owner of such
technology.
More specifically, under article 36.2 of the law on technology
transfer, if the government provides funding for performing
scientific research and technology development tasks for an entity
that makes investment in material-technical facilities and/or
financial investment and concurrently acts as the presiding entity
on such scientific research and technology development tasks, the
ownership of findings of such scientific research and technology
development tasks shall be given to this entity. Enterprises are
allowed to use part of their pre-tax profits for research and
development activities.
Pursuant to Decree no. 13/2019/nd-cp of the government dated
february 18, 2019 (Effective as of march 20, 2019), enterprises
possessing the certificate of scientific and technology enterprise
will enjoy several incentives, among others: a waiver or reduction
of enterprise income tax, a waiver or reduction of land lease, credit
incentives, and incentives for import and export duties (Investment
Policy and Regulatory Review, 2019).

4.7.9 STANDARDS AND CERTIFICATION SYSTEM IN VIETNAM
4.7.9.1 STRENGTHENING STANDARDS AND CERTIFICATION SYSTEM AND
INTEGRATION WITH INTERNATIONAL STANDARDS AND CERTIFICATION AGENCIES
The 2006 law on Standards and Technical Regulations marked a turning point for standardization activities in Vietnam
and comprehensively reformed the system. Under this law, standards and technical regulations were simplified to two
levels: national standards (TCVNs) and organization’s standards (TCCSs); national technical regulations (QCVNs) and
local technical regulations (QCDPs). While standards are applied voluntarily, technical regulations are mandatory.
Currently, over 47 percent of Vietnam national standards are harmonized with international and regional standards.
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In general, Vietnam does not appear to use technical measures as
non-tariff barriers. The exceptions to this are some goods
controlled by specific ministries such as chemicals, toxic chemicals
and intermediate materials for their production, wild animals,
pesticides and materials for their production, pharmaceuticals,
substances that may cause addiction, cosmetics that may impact
human health, and medical equipment.

TABLE 20: KEY SUCCESS FACTORS FOR AGRO-PROCESSING IN VIETNAM
•

Holistic agribusiness development national strategy harnessing complementarity among important Agri enablers
such as agri productivity, post-harvest management, inter-connected agri value chain and integration with global value
chains, export orientation, finance, and collaboration with international standards and certification system

•

Signing of many free trade agreements allowed Vietnam easier /preferential market entry to many
important markets, and offered greater competitiveness vis a vis its competitors

•

Complementary trade and investment policies catalyzing private and foreign investment in different layers
of agri value chain, enabling Vietnam to exploit the power of international markets for agro and processed food
products

•

Supportive sector-agnostic national policy measures such as improving the business environment,
strengthening investment competitiveness, wider economic liberalization, and access to finance had benefits
trickled down to agribusiness and other priority sectors through targeted strategies

•

Targeted and continuous sector specific regulatory reforms through the Ministry of Agriculture and Rural
Development (MARD) helped address many of the sectoral bottlenecks

•

With a 10% of GDP equivalents spent in developing connectivity infrastructure nationwide and among
growth poles, faster /easier access to markets and market information helped agribusiness entrepreneurs and
processed produce to secure broader market

•

Maximizing land usage for large scale agri production through formation of ‘large fields’ in which
households remove the barriers to their plots and unite their plots for greater economy of scale

•

Integrated logistics support through both greater trade logistics such as 3PL (Third-party Logistics)
companies as well strong cold chain network that have grown four-fold in last ten years

•

Development of vibrant food retail sector provided a strong forward linkage for the production and processing
level value chain actors, creating a productive market pull

•

Facilitative policies such as the ‘Law on Technology Transfer’ garnered in incentives such as tax benefits,
intellectual property rights for products developed using state budget all of which helped faster adoption and
upgradation of technology in agribusiness, strengthening productivity significantly

•

New laws to attract more foreign direct investment (FDI) by reducing the number of prohibited sectors and
simplifying the legal procedure for investors to establish their businesses

147

4.8 KEY TAKEAWAYS
FOR BANGLADESH
FROM VIETNAM
AGRIBUSINESS
SUCCESS STORY

FOR LONG, VIETNAM HAS BEEN
PURSUING FIVE-YEAR
NATIONAL PLANS FOR
AGRIBUSINESS DEVELOPMENT
WHICH ARE BACKED BY
AGRIBUSINESS- SPECIFIC
STRATEGIES IN INVESTMENT
AND EXPORTS
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•

Long-term Sector Development Plan/
Policy help in identifying agri sector’s role
and place in national growth strategy. Such
plan helps put in place the right responses in
other national policies such as infrastructure,
finance, investment, technology that are
important in driving agribusiness
competitiveness. Vietnam’s five-year long
national strategies and agribusiness focused
export and FDI promotion strategies provided
the foundations for necessary policy focus for
agro competitiveness

•

It is critical that formal policy/plans are
complemented by focused agri sector
development strategy with time-bound
targets on policy, regulatory, institutional,
infrastructure, finance, skills requirements
critical for sector’s growth. For example,
Vietnam reduced 76% of the total number of
commodities subject to special inspection by
the customs before exporting or importing. In
2017, the State Bank of Vietnam (SBV)
launched a credit program that amounted to
VND 100 trillion (around USD 4.2 billion) to
support high-tech and clean agriculture.
These credits are distributed by eight
commercial banks to lend at interest rates
that are 0.5-1.5% lower than the market rates
to high-tech agricultural enterprises

•

Diversification to high value crops is key
to accelerating the growth of
agro-processing. Diverse range of market
demand for processed food, production and
quality requirements, and enhanced
productivity require crops and their inputs to
be of industrial and varying nature. which
requires effective collaboration of public
sector extension services with the private
sector

•

Stress on export orientation is critical to
augment the opportunities, and market and it
also helps bringing in the appropriate
improvements that are pre-conditions to
access international markets. On 30 June
2019, the European Union and Vietnam signed
a bilateral free trade agreement, the
EU-Vietnam Free Trade Agreement (FTA).
Vietnam has agreed to progressively eliminate
duties for EU food products over a period of ten
years, including for chicken, dairy, beef, wine,
spirits, chocolate, pasta, apples, wheat, and
olive oil. At the end of the implementation
period, an average tariff of 1.1% is to apply to
agricultural products originating in Vietnam and
2.1% to processed agricultural products. The
average tariff for EU agricultural exports to
Vietnam is to be reduced to 2.6%

•

Logistics development is critical for multiple
layers of agri value chain. It helps more
effective handling of post-harvest outputs,
minimizing loss. The logistics is also critical for
forward distribution, creating necessary
wholesale and retail chain that are a must for
creating the ultimate market pull. Vietnam
significantly benefits from its logistics services
development decree which led to strong cold
chain network that grew four times in last
decade and modern logistic support services
such as third-party logistics providers (3PLs)

•

Trade and investment policies for agriculture
need to be developed in sync. Breaking into
new markets and new products often require
foreign investment that brings in the critical
technology, management skills, and market
access. Successful exporting countries have
seen private investment in various enablers
such as mechanization, logistics, inputs, and
contract farming. In Vietnam, in order to
encourage investment, the Government has
issued a series of policies to provide incentives
in the form of fee and tax exemptions,
preferential credit, trade promotion, and other
policies

VIETNAM AND EU FTA WILL LEAD
TO AN AVERAGE TARIFF OF 1.1%
FOR AGRICULTURAL PRODUCTS
ORIGINATING IN VIET NAM

INTEGRATED LOGISTICS
SUPPORT THROUGH BOTH
GREATER TRADE LOGISTICS
SUCH AS 3PL (THIRD-PARTY
LOGISTICS) COMPANIES AS
WELL AS STRONG COLD
CHAIN NETWORK THAT HAVE
GROWN FOUR-FOLD IN LAST
TEN YEARS
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SIGNING OF MANY FREE
TRADE AGREEMENTS
ALLOWED VIETNAM EASIER
/PREFERENTIAL MARKET
ENTRY TO MANY IMPORTANT
MARKETS, AND OFFERED
GREATER COMPETITIVENESS
VIS A VIS ITS COMPETITORS
TO FOREIGN INVESTORS

•

Agro-processing benefits from a conducive
broader enabling environment that provides
the necessary infrastructure for faster market
access, technology transfer and adoption.
Regulatory reforms, such a
removal/simplification of 241 out of total 345
conditions to establish enterprises in all
sub-sectors in agriculture by Vietnam’s Ministry
of Agriculture and Rural Development (MARD)
has been instrumental. Similarly, Vietnam’s
infrastructure spending (10% of GDP) reduced
logistics and market entry costs and time for
the agro processors

•

National Quality Infrastructure is critical for
helping develop the eco system for ensuring
necessary standards, testing, and certification
systems, particularly for accessing export
markets

•

•
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Economies of scale through agglomeration
of agriculture economy – this requires
maximizing productive use of land that are
fragmented and held by millions of
small-holders. Agglomeration through agri
produce specific clusters help bring in the
factors of production and competitiveness
drivers such as logistics together
Effective Market Information System is
critical for bringing all market players in
accessible digital networks and providing
real-time information on markets, demand and
supply projections of inputs, weather
conditions, emergency measures required
during natural calamities, etc.

4.9
RECOMMENDATIONS
FOR STRENGTHENING
AGRO-PROCESSING
COMPETITIVENESS IN
BANGLADESH
4.9.1 BETTER REGULATORY SERVICE DELIVERY TO AGRIBUSINESS
SECTOR THROUGH EFFECTIVE CROSS-GOVERNMENT COORDINATION

BANGLADESH WILL BENEFIT
FROM AN AGRIBUSINESS
SPECIFIC ONE-STOPSERVICE AND BY HAVING A
NODAL REGULATORY
AGENCY DEDICATED FOR
AGRIBUSINESS REGULATORY
SERVICES DELIVERY

Consider One Stop Service under one umbrella. In
order to promote inter- agency
coordination/collaboration and ensure smooth
service delivery, policy coordination and oversight of
production of primary inputs (i.e., farm output) and
agro- processing should be placed under one
umbrella. During stakeholder engagement, the
processors recommended an umbrella agency like a
one-stop service centre for agro-processing
subsector under the Ministry of Agriculture since
major input supplies fall under this ministry. It may
be achieved by establishing a ‘one stop service’
agency/directorate under the Ministry of Agriculture.
Dealing with multiple ministries/agencies often
results in coordination deadlock and conflicting
messages to the industry causing serious harm to
businesses. The BIDA OSS can provide important
direction in this regard. In Vietnam’s case, the
MARD leads on holistic regulatory reform
identification for agribusiness sector followed by the
necessary implementation and service delivery.
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4.9.2 EXPANDING THE EMERGING FOCUS ON COMMERCIAL
AGRICULTURE TO VENTURE INTO INDUSTRIAL AGRICULTURE

TRANSITION TO INDUSTRIAL
AGRICULTURE
REQUIRES) INVESTMENT IN
DEVELOPMENT AND
PROLIFERATION OF
INDUSTRIAL CROP
VARIETIES (e.g. POTATO,
TOMATO, CHILI, MANGO,
ETC.), (B) RESEARCH AND
DEVELOPMENT IN THE
AREA OF AGRICULTURE 4.0
(C) INCENTIVIZING
SUSTAINABLE AGRICULTURE
(D) RESEARCH AND
DEVELOPMENT IN
INDUSTRIAL SCALE VERTICAL
AGRICULTURE,
(E) ADOPTION OF GOOD
FARMING AND POSTHARVEST
PRACTICES
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• Bangladesh’s journey towards commercial agriculture
from old-day sustenance agriculture deserves
applause. This is despite bulk of limitations and areas of
improvement needs. As Bangladesh fixes the limitations
involving its commercial agriculture, investments are to be
made in the promotion of ‘industrial agriculture’
• Major inputs for agro-processing such as wheat, spices
(e.g., clove, cardamon, cumin, cardamon, etc.), edible
oil, sugar, soya, maize, etc. are imported which
negatively impacts competitiveness of local
agroprocessors.Therefore, research and extension
support need to be provided to industrially important crops
such as spices, oil seeds, etc. Such support towards local
production of inputs that are largely used in processing is
important for the agro-processors to reman cost effective
and price competitive. Meanwhile, it is also important to
secure reduction of import duty of certain spices that are
not produced locally. The current duty of cloves, cumin and
cinnamon is 58.60% which makes processors
uncompetitive
• Facilitation of industrial agriculture will require a
number of actions. This should involve the following: (a)
investment in development and proliferation of industrial
crop varieties (e.g. potato, tomato, chili, mango, etc.), (b)
research and development in the area of Agriculture 4.0
that promotes application of such 4IR technologies as IIOT,
RFID, remote sensing, AI/ML, big data analytics, block
chain, robotics, etc., (c) incentivizing sustainable agriculture
with soil health, human health, animal health, water and air
quality in focus, (d) research and development in industrial
scale vertical agriculture, hydroponics, floating agriculture,
urban gardening, etc., (e) adoption of good farming and
post-harvest practices, and (f) investment in the
development of skilled technical work force
• Facilitation of industrial agriculture to become
meaningful and mutually beneficial, public
private-academia collaboration, backed by social
legitimacy is essential. In this connection, support may be
extended to innovation-driven startups and established
firms with sound track record and readiness to invest in
research and development

4.9.3 TARGETED AGRIBUSINESS POLICY AND FISCAL SUPPORT FOR
AGRO-PROCESSORS
A HOLISTIC TIME-BOUND
NATIONAL AGRIBUSINESS
DEVELOPMENT STRATEGY
WILL BE INSTRUMENTAL IN
PROVIDING INTEGRATED
DIRECTION IN DEVELOPMENT OF
KEY SUCCESS FACTORS
INCLUDING POLICY,
INFRASTRUCTURE, FINANCE,
SKILLS, TECHNOLOGY, ETC.

UP TO 5%-10% OF
AGRICULTURAL SUBSIDIES
MAY BE RE-ALLOCATED
AS ‘CHALLENGE FUND’ TO
DIRECTLY SUPPORT
AGRO-PROCESSING FIRMS

While agro-processors genuinely favor price and other
supports to farmers by the government, they strongly
expressed the sentiment that the role of value-added
processing is less appreciated by the policy makers. But
adequate support to agro-processors will not only help
Bangladesh’s agriculture move up the value chain but will
also create a greater market pull which will enable farmers
get fair price of their produces. A holistic time-bound national
agribusiness development strategy will be instrumental in
providing integrated direction in development of key success
factors including policy, infrastructure, finance, skills,
technology.

More processing means more value addition which
encourages diversification to high value crops. From this
perspective, certain percentage ( 5%-10%) of agricultural
subsidies may be allocated as ‘challenge fund’ to directly
support agro-processing firms, both large and medium, who
are already into export markets or are aspiring to enter
export markets. In December 2018, Vietnam’s Ministry of
Agriculture and Rural Development (MARD) issued a list of
13 key national products, which includes rice, coffee, rubber,
cashews, pepper, tea, vegetables and fruits, cassava and
products thereof, pig meat, poultry meat and eggs. The 13
products are eligible for preferential support measures,
including exemptions from or reductions in land or water
surface rents; preferential credit; support for the transfer and
the application of high-technology in agriculture, human
resources training, and market development and promotion
activities; and support for investments in facilities and
equipment for processing or preserving agricultural products.
On 30 June 2019, the European Union and Viet Nam signed
a bilateral free trade agreement, the EU-Vietnam Free Trade
Agreement (FTA). Viet Nam has agreed to progressively
eliminate duties for EU food products over a period of ten
years, including for chicken, dairy, beef, wine, spirits,
chocolate, pasta, apples, wheat, and olive oil. At the end of
the implementation period, an average tariff of 1.1% is to
apply to agricultural goods originating in Viet Nam and 2.1%
to processed agricultural products. The average tariff for EU
agricultural exports to Viet Nam is to be reduced to 2.6%.
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4.9.4 PILOT ‘COMMUNITY-BASED
AGRICULTURE’ TO MAXIMIZE
LAND BASE

ROLL OUT PILOT PROGRAM
ON ‘COMMUNITY-BASED
AGRICULTURE’ TO
MAXIMUM USAGE OF
ARABLE LAND AND ATTAIN
ECONOMIES OF SCALE
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To mitigate the challenges of small land-holdings
producing multiple crops in a particular area, the
concept of ‘social agriculture’ or ‘community
agriculture’ can be piloted with the help of DAE.
The concept promotes farmers’ collaboration in a
given area keeping land demarcation lines intact,
to produce a specific crop. The output will be
shared in proportion to the amount of land and
other inputs provided by each farmer under
the social or community agriculture scheme. This
will create crop-specific clusters, make
mechanization and crop management easier,
input cost lower, adopting good agricultural
practice simpler, and make traceability possible.
Above all, this will result in achieving a certain
scale which will make aggregation simpler and
may encourage large processors to go for contract
farming to the ultimate benefit of small-holder
farmers. Vietnam which had similar problem of
fragmented land ownership resulting in small sized
land holding for agri production moved to ‘large
field’ leading to nearly 2,300 such large field with
an average cultivated area of 257 hectors by
2016.

4.9.5 INSTITUTE A STRATEGIC COLLABORATION
FRAMEWORK FOR LOW-COST AGRO-INSURANCE
AND SUPPLY CHAIN FINANCING
• Low-cost financing remains to be a concern for the market actors across all agricultural value chains –
farmers, traders, MSMEs and large processing and exporting firms
• No effective business model is yet to deliver financing needs of the supply chain members, particularly
those who are in direct contact with farmers and often provide loan to farmers. The role of Krishi Bank
and Rajshahi Krishi Unnoyon Bank needs to be reassessed and revamped. Besides, a
micro-insurance company may be established to support farmers and other value chain actors that
work directly with farmers. In Vietnam, enterprises that apply modern technologies in large-scale
agricultural production receive subsidies for insurance premiums of up to 20%. The types of events
supported by insurance include natural disasters, animal diseases and plant pests
• A framework of strategic collaboration needs to be established for advancing collaboration among
financial institutions and private sector players (including agro-processors, exporters, bulk traders,
input suppliers, agro-machinery sellers)
• Bangladesh can carefully review the preferential credit arrangements Vietnam has put in place for
agribusiness sector. For instance, enterprises, cooperatives, or cooperative unions who engage in
farming contracts that apply modern technology may borrow without a mortgage an amount up to 70%
of the value of the project in Vietnam
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4.9.6 INSTITUTE A NATIONAL QUALITY INFRASTRUCTURE WITH
STRONG FOCUS ON AGRO-FOOD QUALITY CONTROL AND
CERTIFICATION MECHANISM ALIGNING TO INTERNATIONALLY
ACCEPTED STANDARDS
ROLL OUT IMPLEMENTATION
PLAN FOR NATIONAL QUALITY
POLICY 2015

4.9.7 ESTABLISH AGRO-PROCESSING
ZONES (APZs) AND TARGETED
INVESTMENT FACILITATION

• In order to ensure sustainable access to
mainstream markets across the world,
Bangladesh needs to invest in standardization,
quality assurance, certification and traceability.
This is true for both fresh and processed
agro-exports
• In this connection, strategic investments need to
be made or incentivized (e.g. through fiscal and/or
financial measures) in such areas as the
following:
- Establishing an industrial-scale Food Testing
Lab, built around a sustainable business model
- Instituting a world-recognized Halal certification
mechanism

SIMULTANEOUS
IMPROVEMENTS REQUIRED IN
STANDARDIZATION, QUALITY
ASSURANCE, CERTIFICATION
AND TRACEABILITY

• Besides, incentives need to be offered and/or
public investment be made in the development,
popularization and/or adoption of:
- Sanitary and Phytosanitary (SPS) protocol
- Good Agricultural Practices (GAP)
- Good Post-harvest Practices (GPP)
- HACCP and ISO certifications
- Value Chain Traceability
• Vietnam significantly benefitted by putting in place
a robust law on standards known as Standards
and Technical Regulations 2006 which led to
reform of the standards eco-system. Technical
regulations were made mandatory under the law
and currently over 47 percent of Vietnam national
standards are harmonized with international and
regional standards. In general, Vietnam does not
appear to use technical measures as non-tariff
barriers
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ESTABLISH 3-5
AGROPROCESSING
ZONES IN GEOGRAPHICAL
LOCATIONS SUCH AS JESSORE,
BOGURA, CUMILLA, NARSHANGDI
AND SIRAJGANJ WHERE FRUITS,
VEGETABLE, SPICES, POULTRY,
MILK, etc. ARE PRODUCED ON
A COMMERCIAL BASIS

Along with GoB’s much appreciated initiative of
establishing 100 special economic zones, at least 3-5
agro-processing zones may be established on a pilot
basis in geographical locations such as Jessore,
Bogura, Cumilla, Narshangdi and Sirajganj where
fruits, vegetable, spices, poultry, milk, etc. are
produced on a commercial basis. This will reduce
post-harvest loss for farmers, encourage aggregators,
and reduce procurement cost for processors. By June
2018, thirty-five such high-tech agricultural
zones were established in Vietnam allowing significant
upgrade in investment, technology and productivity in
agribusiness.
• However, in order to ensure sustainable
competitiveness in food and agriculture, private
sector investments – both large and small – are but a
necessity. While the smaller firms ensure inclusivity
and direct distribution of wealth among the BoP
market actors, large investors offer the scale and the
‘pull factor’ which is crucial for small farmers and
input/ingredient suppliers of agro- processors and
exporters. Special agro- processing zones may
accelerate this process. Scale also gives cost
advantage and price competitiveness, both for the
domestic market and export
• Vietnam provides a range of investment policy
support targeted at agribusiness. These include
Decree No. 57/2018/ND-CP dated April 17, 2018 on
incentive policies for enterprises investing in
agriculture, policies to encourage enterprises to
invest in agriculture and rural areas (Decree No.
210/2013/ND-CP, and its replacement by Decree No.
57/2018/ ND-CP), credit policies (Decree No.
55/2015/ ND-CP), support for contract farming on
large-scale production (Decision No. 62/2013/
QD-TTg; Decree No. 98/2018/ND-CP), support to
reduce postharvest losses (Decision No.
68/2013/QD-TTg), promotion of high-tech agriculture
(Decision No. 1895/QD -TTg on 17/12/2012;
Decision No. 575/QD- TTg on 04/5/2015, Decision
No. 66/2-15/QD TTg on 25/12/2015; Decision No.
19/2018/QD-TTg on 19/4/2018)
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4.9.8 INCREASE PUBLIC INVESTMENT IN RESEARCH AND
DEVELOPMENT
PUBLIC SPENDING ON
AGRICULTURAL R&D IS FOUND
TO GENERATE HIGH RATES OF
RETURN, AN AVERAGE OF 45
PERCENT
CONSIDER ALLOCATING 2% OF
AGRI GDP INTO R&D ACTIVITIES

Public investment in agriculture R&D need to increase and
government can consider allocating 2% of Agri GDP into
R&D activities by both government and private sector. Public
spending on agricultural R&D is found to generate high rates
of return around the world. One recent study found the rate
of return on such investments average 45 percent, showing
high impacts in both developing and developed countries.
No country in the world could generate long-term growth in
agricultural total factor productivity (TFP) without such
investments; they are key to increase yields, and to develop
and support adoption of location-specific technologies in
farm and offfarm segments of food value chains. This is why
developed countries spend on average 2.5 percent of
agricultural GDP on such investments, and many developing
countries increasingly prioritize them over other spending.
Part of this public spending should also go to private sector
to support their R&D efforts.

4.9.9 IMPROVING LOGISTICS SUPPORT
DEVELOP A NATIONAL LOGISTICS
POLICY AND PUT IN PLACE AN
INSTITUTIONAL COORDINATION
MECHANISM FOR EFFECTIVE
COORDINATION AMONG
MULTIPLE REGULATORY
AGENCIES
FOCUS ON DEVELOPING
MULTIMODAL LOGISTICS
CLUSTERS
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• Developing a National Logistics Strategy/Policy.
Bangladesh is devoid of a national logistics strategy and as
such many logistics sub-sectors such as warehousing and
storage, an integral part of agribusiness, do not have a
national guideline. Absence of a national guideline causes
fragmentation in the industry and often leads to lower quality
services at high prices. In this regard, India’s draft national
logistics policy 2019, being spearheaded by the Ministry of
Commerce can provide valuable insights and directions
• Increased coordination within the public sector and with
the private sector. At present nine ministries and 21
government agencies are involved in setting up policies,
regulations, planning, operating infrastructure, and providing
services in logistics arena in Bangladesh. Some of the
government agencies have overlapping mandates and shared
ownership which leads to duplication of activities, therefore,
causes an inefficient allocation of public resources. Setting up
an effective coordination mechanism in logistics will help
address this critical challenge

• Promoting multimodality through logistics
clusters. Bangladesh has limited facilities for
multimodal logistics. Measures to improve system
performance should include identifying locations for
multimodal terminals with storage and handling
facilities and letting market forces determine prices.
Clusters could be designed to complement and
support the special economic zones agenda. Over
time, the terminals could be developed into logistics
clusters or freight villages, which are common in
economies with the best logistics performance

ENACT NEW/MODERN
REGULATORY FRAMEWORK
REPLACING WAREHOUSE
ORDINANCE ACT 1959

EASING RESTRICTION ON
FOREIGN PARTICIPATION,
PARTICULARLY BY
REMOVING 49% CEILING ON
FOREIGN SHAREHOLDING IN
LOGISTICS SECTOR

• Upgrading Regulatory Framework for logistics
services. The regulatory regime for logistics
services is outdated and patchy. For instance, the
Warehouse Ordinance Act of 1959 is archaic and
only applies to raw agricultural produce and doesn’t
take into consideration or have any guidelines for
processed agricultural products. Moreover,
numerous agencies regulate different aspects of the
system. Some agencies issue directives that make
the overall regime unpredictable and
nontransparent. Basic principles should be adopted
for regulating the sector, but regulation should be
kept to a minimum and limited to issues relating to
safety and market failures. Regulations should be
easily accessible, simple, understandable, and
consistent with transport and logistics policy goals
• Increasing competition amongst logistics
service providers: At present, 100 percent foreign
investment in certain logistics subsectors such as
Warehousing and Storage and Temperature
Controlled Logistics is not allowed. Moreover,
foreign investors have to establish a Joint-Venture
with local logistics firms if it wants to operate in
Bangladesh where the equity share cannot go
beyond 40 percent for the foreign companies. Such
restrictions should be laxed for increasing
competition and encouraging higher investment in
these logistics sectors
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4.9.10 STRENGTHEN TECHNOLOGY ADOPTION AND DIGITIZE
AGRICULTURAL MARKET INFORMATION SYSTEM
The global developments in 4IR technologies are making its impact in agribusiness just like in many other
sectors. Bangladesh, which stands at nascent level of agri technology, has the opportunity to leap frog to adoption of such
high-impact technologies. Instances from countries such as Thailand, Israel, and Vietnam provide many directions with
regard to agri technology approach. Israel’s success in producing 64 liters of milk per cattle as opposed to 3 liters in
Bangladesh shows how Bangladesh will benefit from ICT-controlled technology-driven cattle breed development.
Bangladesh should particularly focus on:

ISRAEL’S SUCCESS IN
PRODUCING 64 LITERS OF
MILK PER CATTLE AS
OPPOSED TO 3 LITERS IN
BANGLADESH SHOWS
HOW BANGLADESH WILL
BENEFIT FROM
ICT-CONTROLLED
DRIP IRRIGATION AND
TECHNOLOGY-DRIVEN
CATTLE BREED
DEVELOPMENT
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Industrial Internet of Things (IIOT): The IIOTs are
going to help data acquisition, management and
analysis and help farmers and processors
increase yields and reduce input wastage. The
sensors are likely to monitor soil and climatic
conditions as well as pest proliferation, leading to
agro-advisory services on input application and
supply of yield data, all in real time.
AI/ML & Big-Data Analytics: As sensor technology
improves and collects more precise data, big data
analytics may become one of the next big things in
agriculture, on global scale. This will help not only
the farmers, but also numerous value chain
actors, including but not limited to equipment
manufacturers, and input (chemical and seed)
sellers. This will bring application of AI/ML to live.
The global smart agriculture market size is
expected to triple by 2025, reaching $15.3
billion (compared to being slightly over $5
billion back in 2016) which Bangladesh can tap
into with right strategies. For example, by using
IoT sensors to collect environmental and machine
metrics, farmers can make informed decisions,
and improve just about every aspect of their work
– from livestock to crop farming. By using smart
agriculture sensors to monitor the state of crops,
farmers can define exactly how many pesticides
and fertilizers they have to use to reach optimal
efficiency. There are 5 ways IoT can improve
agriculture:

• Data collected by smart agriculture sensors, e.g. weather conditions, soil quality, crop’s growth
progress or cattle’s health. This data can be used to track the state of business in general as well as
staff performance, equipment efficiency, etc.
• Better control over the internal processes and, as a result, lower production risks. The ability to
foresee the output of your production allows you to plan for better product distribution. If you know
exactly how much crops you are going to harvest, you can make sure your product won’t lie around
unsold
• Cost management and waste reduction thanks to the increased control over the production.
Being able to see any anomalies in the crop growth or livestock health, one will be able to mitigate the
risks of losing yield
• Increased business efficiency through process automation. By using smart devices, one can
automate multiple processes across production cycle, e.g. irrigation, fertilizing, or pest control
• Enhanced product quality and volumes. Achieve better control over the production process and
maintain higher standards of crop quality and growth capacity through automation
Given the current status of mechanization and usage of digital technologies in Bangladesh’s
agriculture, it might sound utopian to talk about 4IR technologies in agriculture. However, in
consideration of per capita agricultural land holdings, with no potential for horizontal expansion vis a vis
the growing population, Bangladesh should be amongst the pioneering countries in terms of fast-tracking
adoption of 4IR technologies to significantly increase productivity for ensuring food security and nutrition
for its population. This will require substantial investment in R&D and piloting of these technologies. Some
Bangladeshi companies are already exporting IOT devises to markets like Japan, Middle East- there is a
need to integrate them in agri technology efforts which can be guided by a national strategy on technology
adoption for agribusiness. With proper policy support and funding, and with proactive participation of
NARS, particularly Agricultural Market Information System and Department of Agricultural Extension
(DAE), Bangladesh is well poised to partially digitize agriculture related infrastructure along with other
national level digitization initiatives.
Bangladesh will have to roll out policies to incentivize the technology and innovation ecosystem in
the country that will be critical to provide the technology support to the agribusiness sector.
Vietnam provides under the Law on Technology Transfer certain incentives to encourage the
transfer of technologies. These include tax reduction policies, retaining of IPR for innovations using
state budget, and Decree No. 13/2019/ND-CP allows enterprises possessing the Certificate of Scientific
and Technology Enterprise incentives such as a waiver or reduction of enterprise income tax, a waiver or
reduction of land lease, credit incentives, and incentives for import and export duties.
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4.9.11 BUILD CAPACITY OF BSTI AND SAFE
FOOD AUTHORITY
Safety compliance and adherence to international standards and certification are prerequisites for exports to
mainstream export markets. Capacity of BSTI and Safe Food Authority should be enhanced to cater to the needs of the
exporters as well as ensuring safe food for the domestic market. There is a need to set up more testing labs and build
infrastructure. BSTI should aim to put in place a Mutual Recognition Agreement with standards authorities in major export
destination countries so that the latter accept the certificates it issues (Bangladesh Sectoral Growth Diagnostic A research
paper on Economic Dialogue on Inclusive Growth in Bangladesh Selim Raihan, et al, April 2017).

Recommendation

TABLE 21: SUMMARY OF RECOMMENDATIONS FOR AGRIBUSINESS IN BANGLADESH
Recommendation

Better Regulatory
Service Delivery to
Agribusiness Sector
through Effective
Cross-government
Coordination

Targeted Agribusiness
Policy and Fiscal
Support for
agroprocessors
to create a
strong market pull
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Action Agenda
(Policy/Regulatory/
Institutional)
1. Establish one stop
services in Ministry of
Agriculture for efficient
and fast agribusiness
regulatory services
delivery

Lead Agency

Ministry of Agriculture

2. Establish
Agribusiness
Development
unit/directorate in
Ministry of Agriculture

1. Develop a national
policy/strategy on
agribusiness sector
development
2. Re-allocate
5%-10% of current
agri subsidy into
challenge/matching
fund for
agro-processing firms

Ministry of Agriculture
and Ministry
of Finance

Supporting Agencies

Prime Minister’s
Office (PMO),
Ministry of
Industries, Ministry
of Food, Bangladesh
Agro-processors
Association (BAPA),
Bangladesh Seed
Association

Prime Minister’s
Office (PMO),
Ministry of
Industries, Ministry
of Food, Bangladesh
Agro-processors
Association (BAPA),
Bangladesh Seed
Association

Timeline

Comprehensive
policy/regulatory
framework for logistics
development
1-2 Years

1-2 Years

Pilot ‘social’ or
‘community’ based
agriculture’ to
maximize
land base

Action Agenda
(Policy/Regulatory/
Institutional)
1. Develop and enact a
National Logistics
Policy/Logistics
Development Strategy
2. Enact a new regulatory
framework for logistics
(warehousing and
storages) by replacing
the age-old Warehouse
Ordinance of 1959
3. Institute an
inter-agency coordination
mechanism to bring
together the 9 ministries
and 21 agencies who are
relevant for logistics
4. Allow 100% foreign
-owned logistics
companies
5. Removal of restrictive
measures on foreign
ownership in logistics
sector (e.g., allowing
100% foreign ownership;
40% equity ceiling for
foreign partners in
logistics joint ventures)
6. Form an authority
under a single ministry to
address trade logistics
issues

1. Develop and roll out
a pilot program
for community
agriculture under the
supervision of DAE
2. Issue guidelines for
community
agriculture

Lead Agency

Supporting Agencies

Timeline

Ministry of
Commerce

PMO, Ministry of
Shipping, Ministry of
Industries, NBR,
BAPA,
Logistics
Development
Working Group of
PMO

2-3 Years

Ministry of Law

3 Years

Ministry of
Agriculture
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Recommendation

Action Agenda
(Policy/Regulatory/
Institutional)

Lead Agency

Supporting Agency

Timeline

Recommendation

1. Develop and roll out an
implementation plan for
the National Quality Policy
2015 which remains
ineffective

3. Operationalize the
Mutual Recognition
Agreement (MRA) signed
with Board of Standards
India by completing formal
notification to the customs
authority

Facilitate industrial
agriculture, in addition
to commercial
agriculture
Ministry of
Industries

4. Develop Standard
Operating procedures
(SoPs) for risk
management for Plant
Quarantine Rules

BSTI, Bangladesh
Accreditation Board,
Ministry of
Agriculture

Build Capacity of BSTI
and Bangladesh Food
Safety Authority
(BFSA)

6. Rationalize the number
of products in import order
for mandatory inspections
7. Expand more third-party
and private participation in
testing and certification
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1. Establish a
framework for strategic
collaboration between
financial institutions
and agri value chain
actors
2. Establish a microinsurance company or
a similar institution

Supporting Agencies

Timeline

Ministry of
Finance, Bangladesh
Bank

PMO, Ministry of
Agriculture,
Bangladesh Insurance
Development and
Regulatory
Authority, FBCCI

2-3 Years

2. Easing/simplifying
process for release of
new varieties for
industrial agriculture

Ministry of
Agriculture

Seed certification
Agency, National
Seed Board,
Bangladesh Seed
Association

3. Reduction of import
duty on industrial
varieties

3-5 Years

4. Set up a public fund
to support innovation
-driven existing and
start up agri firms to
invest in R&D of
industrial varieties
development

3-5 Years

5. Develop an
internationally compatible
Halal certification system

Institute a strategic
collaboration
framework for low-cost
agroinsurance and
supply chain financing

Lead Agency

1. Removal/easing of
restriction on notified
crops

2. Secure multiple Mutual
Recognition Agreements
(MRA) with countries with
high potential agri export
and import

Develop a National
Quality Infrastructure
with strong focus on
agro-food quality
control and certification
mechanism aligning to
internationally
accepted standards

Action Agenda
(Policy/Regulatory/
Institutional)

1. Financial resources
and skills allocation for
establishment and
operations of more
state-of-the-art testing
labs

Ministry of
Industries
(MoInd), Ministry of
Food (MoFood)

3-5 years

2. Develop capacity to
identify opportunities
for MRA with high
potential agro trading
partner countries and
ability to execute and
implement MRAs
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Recommendation

Establish
Agroprocessing Zones
(APZs) and incentivize
private sector
investments along
agricultural value
chains

Increase Public
Investment in
Research
and Development

Strengthen Technology
Adoption and Digitize
Agricultural Market
Information System
(AMIS)

Action Agenda
(Policy/Regulatory/
Institutional)
1. Establish 3-5
agro-processing zones
in areas such as
Jessore, Cumilla,
Bogra, Narisngdi
which are considered
commercial production
centers for fruits,
vegetables, spices,
poultry, etc.

Supporting Agency

Timeline

POTENTIAL
SOURCE OF

Bangladesh Economic
Zones Authority
(BEZA)

PMO, Ministry of
Industries, Bangladesh
Agroprocessors
Association (BAPA)

FDI
5 Years

2. Establish a desk
within BEZA to deal
with feasibility,
development, and
operations of
agro-processing
zones

1. Allocate 2% of
Agriculture GDP in
Agri R&D

1. Prepare a technology
road map and action
plan for Agri sector for
technology adoption
and digitization
2. Digital database for
farmers and agri
intermediaries
3. Upgrade Intellectual
Property
Rights (IPR)
4. Provide tax and fiscal
incentives to ease
technology adoption
and transfer
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Lead Agency

FIGURE 43: FDI OPPORTUNITIES IN AGRO-PROCESSING: SOME KEY INSIGHTS ON POTENTIAL
SOURCES, OPPORTUNITIES, AND REFORMS

USA
Netherlands
UK
China

Thailand
Singapores
DFI’s such as IFC, FMO

AREAS IN THE SECTOR WITH
HIGH-POTENTIAL FOR FDI
Quality seeds and other inputs (e.g. high-yielding varieties, stress
tolerant varieties, industrial varieties, bio-fertilizer, soil-revitalizer)

Ministry of
Agriculture,
Ministry of
Finance

Ministry of
Agriculture

Ministry of Industries,
Ministry of Science
and Technology,
Bangladesh seed
association, BAPA
Ministry of Industries,
Information and
Communication
Technology Division,
Ministry of Posts,
Telecommunication
and Information
Technology,
Bangladesh
Association of
Software and
Information Services
(BASIS)

5 years

Specialized storage (Cold storage, cold chain, chiller, etc.)
Specialized Transportation;
Post-harvest Management Technologies (including bulk and
retail packaging solutions)
Farming tools equipment and safety gear
Agri Technology (4IR technologies)
Processing Ready-to-eat Meals; Halal Food

POLICY MEASURES THAT WILL BENEFIT FDI
2-5 Years

• Establish one stop services in Ministry of Agriculture for efficient and fast Agribusiness Regulatory
Services Delivery
• Enact a new regulatory framework for logistics (warehousing and storages) by replacing the age-old
Warehouse Ordinance of 1959
• Remove old restricted measures on foreign ownership on logistics sector (e.g. allowing 100% foreign
40% equity ceiling for foreign partners in logistics joint ventures)
• Development of an internationally compatible Halal certification system
• Expand more third-party and private participation in testing and certification
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DIGITAL ECONOMY
FOCUS AREA 2:
PREPARING FOR A TECHNOLOGY-DRIVEN WORLD:
DEVELOPING THE DIGITAL ECONOMY

CHAPTER AT A GLANCE
Key Sector Features and Outlook
• 103 million internet users
• 50% of 170 million population has digital experience through mobile phone
• All components of Digital Economy present i.e. E-commerce; Digital Financial Services
(Infra and Platforms) ,Start-ups. Venture Capital; ITES/BPO; Digital Device Manufacturing
• 4.5 million DFS transactions per day
• $3 Billion e-commerce market by 2023
• 16% of global online workers in Bangladesh
• 120 companies export ICT products worth nearly USD1 billion to 35 countries; 2000 e-commerce sites
• Abput 125 thousand jobs created by IT and ITES/BPO business
• Bangladesh among 'Break Out' countries in Mastercard Digital Evolution Scorecard
• By 2030, it is estimated that technology trends and deployment could create 20 million to 50 million jobs
globally
• The next decade will see another 3 billion people gain online access

What Successful Countries Did to Build a Strong Digital Economy
• Digital policies in infrastructure, regulatory framework, skills, etc. have to be carefully intertwined to
deliver holistic impact on development of digital economy
• Digital skill building is an utmost necessity for the industry to grow
• Digital infrastructure is an important enabler for the sector to grow
• MSMEs across the globe benefit the most in a digital economy through supportive government procurement
systems
• Digital economy strives on low-cost high-speed data and mobile connectivity
• Promotion of the Start-up eco-system by reducing barriers for entry and conduct of business, as well as
government tax incentives for Start-ups

Areas Requiring Further attention
• Usage of the platforms yet to be ubiquitous and scalable
• MSMEs and entrepreneur specific initiatives, and take-up is limited
• B2B e-commerce is still in its infancy due to a transaction limit in digital wallet-based transactions, and for
absence of strong consumer protection framework
• Skill development for certain strategic ITES industries (e.g. BPO) inadeuate in the country
• Rural and low-income population are often not fully digitally literate
• The existing Digital Economy regulations are more conducive to larger firms than SMEs
• Tariff and tax rates for smartphone and data limiting the scale of digitalization of the consumer economy

Key Policy Reforms to Garner Local and Foreign Investments
• Expeditious role out of the draft ‘Made in Bangladesh Policy’ for local manufacturing of digital devises
• Enactment of data protection and privacy law consumer and data protection assurance
• Reduction of taxes on DFS products such as POS, cards etc.
• Revision of taxes to decrease internet prices/data usage, smart phone imports
• Introduction of national policy on Start-up for eco-system and investment growth
• Update Digital Commerce Policy 2018
• Develop digital literacy (minimum app usage health, education, and agri) in segments
including segments with low literacy
• Upgradation of Intellectual Property Rights (IPR)
• Simplifying repatriation and exit options under FERA 1947

FIGURE 44:

UNIQUE
VALUE
PROPOSITION
OF DIGITAL
ECONOMY IN
BANGLADESH

16%
GLOBAL WORKERS
FROM BANGLADESH
(2ND HIGHEST IN WORLD)

50%
OF POPULATION HAS
DIGITAL EXPERIENCE
THROUGH MOBILE PHONE

MISSION
5 BILLION
BY 2025
$5 BILLION IN
DOMESTIC MARKET
& BY 2025

103
MILLION
INTERNET USERS IN 2020
(60% PENETRATION)

4.5
MILLION

DFS TRANSACTIONS
PER DAY

34

$3

BILLION
e-commerce
market by
2023

MILLION
PEOPLE TO REACH MIDDLE
CLASS BY 2025

$200
MILLION

IN INTERNATIONAL
VENTURE LAST
DECADE

BILLION+

PER ANNUM IN
MOBILE PHONE
IMPORTS

FIGURE 45: KEY TAKEAWAYS FOR BD FROM COUNTRY
CASE STUDIES (INDIA AND INDONESIA)
Pathways and business
continuity growth framework
need to be created for the
critical private sectors of the
economy

MSMEs across the globe
benefit the most in a
digital economy through
fair and transparent
government procurement
systems

India-Stack is a wonderful
example of how different aspects
of digital policies are carefully
intertwined and help deliver
holistic impact on development
of digital economy

Digital economy strives
on low-cost high-speed
data and mobile
connectivity

Digital Skill building is an
utmost necessity for the
industry to grow

Digital economy cannot grow
only based on digital
infrastructure

Urban transport is usually
a fast adoption domain for
digital use cases

Promotion of the start-up
eco-system by reducing
barriers for entry and
conduct of business, as
well as government tax
incentives for start-ups

5.1
BACKGROUND OF
DIGITAL ECONOMY
DIGITAL ECONOMY IS THE
NETWORK OF ECONOMIC
ACTIVITIES, COMMERCIAL
TRANSACTIONS AND
PROFESSIONAL
INTERACTIONS THAT ARE
ENABLED BY INFORMATION
AND COMMUNICATIONS
TECHNOLOGIES (ICT)

Coined by Don Tapscott4, ‘Digital Economy’ is
the network of economic activities,
commercial transactions and professional
interactions that are enabled by Information
and Communications Technologies (ICT). Over
the last year, the COVID-19 pandemic has
caused the global economy to contract by 4.4%.5
As the countries face repeated lockdown and
shutdowns of entire industries, capabilities to
manage economic activities digitally - from for
remote schooling, ecommerce, digital payments,
remote work to digital disbursement of
government benefits - have become more critical
than ever. But how exactly has this played out
around the world — and how do the governments,
businesses, and investors need to address these
issues for sustainable and growth-oriented future?

STAND OUT COUNTRIES IN
MASTERCARD DIGITAL
EVOLUTION SCORECARD HAVE
COMMON TRAITS SUCH AS
• EXPANDING ADOPTION OF
DIGITAL CONSUMER TOOLS
(E-COMMERCE, DIGITAL
PAYMENTS, ENTERTAINMENT, ETC.)

Mastercard, in partnership with Tufts
University’s Fletcher School has developed
the Digital Evolution Scorecard (following
earlier editions published in Harvard Business
Review in 2015 and 2017) to assess the
current state and pace of digitalization across
90 economies. This is shown in the figure-46
below. Countries like Singapore, US, Republic of
Korea, Hong-Kong, Estonia, Taiwan, and the
United Arab Emirates- are categorized as
“Stand-out” countries due to demonstrable
examples of adaptability and institution-led
support for innovation. Some common traits of
these countries are:
• Expanding adoption of digital consumer tools
(e-commerce, digital payments, entertainment,
etc.)
• Attracting, training, and retaining digital talent

• ATTRACTING, TRAINING, AND
RETAINING DIGITAL TALENT
• SPECIALIZING IN THE EXPORT OF
DIGITAL GOODS, SERVICES, OR
MEDIA
4
5

• Fostering digital entrepreneurial ventures
• Providing fast, universal, terrestrial (e.g., fiber
optics) and mobile broadband internet access
• Specializing in the export of digital goods,
services, or media
• Coordinating innovation between universities,
businesses, and digital authorities

“The Digital Economy: Promise and Peril in the Age of Networked Intelligence”
IMF, October 2020
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5.2
WHY DIGITAL
ECONOMY IS AT THE
CENTER- STAGE
TODAY

STATE

FIGURE 46: DIGITAL EVOLUTION SCORE OF 90 COUNTRIES

MOMENTUM

Watch Out Stall Out

Break Out Stand Out

Bangladesh, along with India, Indonesia
Kenya, Vietnam, Rwanda, and Argentina have
been categorized as “Break-out Economies”.
This is due to increasing digital momentum,
suggesting the potential to rapidly digitalize for
both postCOVID economic recovery and longer-term
digital transformation. Some common features
amongst these digital economies are:
• Improving mobile internet access, affordability,
and quality to foster more widespread
adoption

BANGLADESH, INDIA, INDONESIA
INCLUDED IN
‘BREAK-OUT-ECONOMIES’
WHICH SHOW INCREASING
DIGITAL MOMENTUM
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• Strengthening institutional environments and
developing digital regulations
• Generating investment in digital enterprises,
funding digital R&D, training digital talent, and
leveraging digital applications to create jobs
• Taking steps to reduce inequities in access to
digital tools across gender, class, ethnicity,
and geographic boundaries (though many
access gaps remain)

THE NEXT DECADE WILL SEE
ANOTHER 3 BILLION PEOPLE GAIN
ONLINE ACCESS AMID A TOTAL OF
500 BILLION CONNECTABLE
DEVICES BY 2030
IN JUST FIVE YEARS’ TIME,
PEOPLE WILL BE INTERACTING
WITH CONNECTED DEVICES ON
AVERAGE EVERY 18 SECONDS
COMPARED TO 6.5 MINUTES
TODAY

The world as we know today is changing, and it
is changing very fast. It is assumed that the
pace of technological development in a year
today is comparable to developments in a
decade half a century earlier. Some of key
developments that define these changes are:
The next decade will see another 3 billion
people gain online access amid a total of 500
billion connectable devices by 2030. But in
just five years’ time, people will be interacting
with connected devices on average every 18
seconds compared to 6.5 minutes today. That
means an average interaction with a
connectable device 4,800 times per day.
6G may be necessary by 2029 as 5G reaches
full capacity. And along with more connectivity
comes more cybercrime, the costs of which are
expected to reach 7% of global GDP by 2021.
Big-Data Analytics on a Potentially Global
Scale: As sensor technology improves and
collects more precise data, it is believed that big
data analytics, as opposed to just data
collection, will be one of the next big things
across all aspects of our life. Individual
equipment manufacturers and retailers may use
those data analytics to build better equipment or
pinpoint how to engage with their production
systems and customers. Big-data
analytics could be the key to helping developing
countries build production capabilities.
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FIGURE 47: POPULATION PYRAMID OF BANGLADESH, 2020
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OVERALL SPENDING ON
TECHNOLOGY COULD INCREASE
BY MORE THAN 50
PERCENT BETWEEN 2015 AND
2030. BY 2030, IT IS ESTIMATED
THAT THIS TREND
(DEVELOPMENT
AND DEPLOYMENT OF
TECHNOLOGY) COULD CREATE
20 MILLION TO 50
MILLION JOBS GLOBALLY
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Banks will be connected to the customer
more than ever by 2030. To remain relevant,
banks must be present in the ecosystems and
products that customers use; to do this, they
must cease to see partnerships — and
intermediation of their brand — as a threat.
Banks will assemble constellations of value:
interoperable, trusted environments that enable
collaborators beyond banking to weave value
into frictionless, rich customer journeys.
“Trusted advisor” status is what will
differentiate banks from all other touchpoints
that offer embedded financial services.
It was previously estimated that global
consumption could grow by $23 trillion
between 2015 and 2030. Globally, 250 million
to 280 million new jobs could be created from
the impact of rising incomes on consumer goods
alone, with up to an additional 50 million to 85
million jobs generated from higher health and
education spending. Overall spending on
technology could increase by more than 50
percent between 2015 and 2030. By 2030, it is
estimated that this trend (development and
deployment of technology) could create 20
million to 50 million jobs globally. At the same
time, however, half of the current jobs in the
world are unlikely to exist in 2050, as AI will
make those manual skills redundant and
costeffective.
By 2030 banks will be invisible. Leading banks
will use technology and far deeper customer
insight to insert financial services at the
customer’s moment of need, often at the
expense of brand visibility. Distribution models
are evolving to make use of marketplaces and
technologies such as open APIs and 5G to
connect finance with homes, machinery,
vehicles, and other devices. This will pose
challenges for many banks as their retail brands
become increasingly invisible to the end
consumer.

BY 2030 BANKS WILL BE
INVISIBLE. LEADING BANKS
WILL USE TECHNOLOGY AND
FAR DEEPER CUSTOMER
INSIGHT TO INSERT FINANCIAL
SERVICES AT THE
CUSTOMER’S MOMENT OF
NEED,
OFTEN AT THE EXPENSE OF
BRAND VISIBILITY

By 2025, quantum computing will have
outgrown its infancy, and a first generation
of commercial devices will be able to tackle
meaningful, real-world problems. One major
application of this new kind of computer will be
the simulation of complex chemical reactions, a
powerful tool that opens up new avenues in
drug development.
By 2025, healthcare systems will adopt
more preventative health approaches based
on the developing science behind the
health benefits of plant-rich, nutrient-dense
diets. This trend will be enabled by AI-powered
and systems biology-based technology that
exponentially grows our knowledge of the role
of specific dietary phytonutrients in specific
human health and functional outcomes.
By 2050, global population is projected to
increase to around 9.8 billion. It’s estimated
that more than twice as many people in the
world will be living in urban (6.7 billion)
than in rural settings (3.1 billion). The wake
of such rapid urbanization, technology expanse
and accelerating innovation, countries that
strive and lead on digital technologies only
have hopes to sustain. The role of digital
economy, encompassing lives of people, their
consumption habits, financial transactions,
mobility and social engagement, will only
evolve over time. However, governments and
policymakers, generally need to be more
pro-active and responsive today to respond to
these possibilities than their decade long
counterparts could afford.
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5.3
IMPORTANCE
OF DIGITAL
ECONOMY FOR
BANGLADESH

WITH AVERAGE AGE OF 28 YEARS
FOR THE POPULATION, BANGLADESH
HAS FAVORABLE DEMOGRAPHIC
DIVIDEND,
WHICH MAY BE REAPED FOR AT
LEAST TWO MORE DECADES
THROUGH DIGITAL AND NEW AGE
TECHNOLOGIES
IT IS ESTIMATED THAT BANGLADESH
CONTRIBUTES 16% TO THE GLOBAL
ONLINE WORKERS COMMUNITY
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WITH 106% MOBILE PHONE
By 2030, Bangladesh is expected to be the
24th largest economy of the world (World
Economic Forum, 2019). Bangladesh is on its
way to become a higher middle-income
country in the next decade. The economy is
currently growing at 8% YoY and is expected
continue growing at 7%YoY from 2021-2033.
GDP of Bangladesh is expected to reach
USD1.03 trillion by the next decade from the
current level of USD329 billion.
Behind the impressive growth of
Bangladesh, Information and
Communication Technology has played a
significant role. In Bangladesh, more than
120 companies export information and
communications technology (ICT) products
worth nearly USD 1 billion to 35 countries. By
next few years, the country is expected to
increase its ICT export to USD 5 billion. ICT
Industry underpins the four vital pillars,
including Human resource development for
IT/ITeS, Digital connectivity, that will support
Bangladesh’s transformation to a digital
economy by 2021, and a knowledge economy
by 2041.

PENETRATION (173MN), 60%
INTERNET PENETRATION
(103MN) AND 55% MOBILE
INTERNET PENETRATION
(94MN) RETAIL DIGITAL
CONNECTIVITY IN
BANGLADESH HAS ALREADY
REACHED ITS PEAK

Bangladesh already has the foundational
stones for a fully digital economy. With
106% mobile phone penetration (173Mn), 60%
internet penetration (103Mn) and 55% mobile
internet penetration (94Mn), retail digital
connectivity in Bangladesh has already
reached its peak. In fact, Bangladesh
is 9th largest in the world in terms of mobile
users. In addition, more than 34 million
Bangladeshis transact for more than
USD232 million through mobile financial
services in a day, making Bangladesh one of
the leading countries in mobile finance. It is
estimated that by 2025, 138 million people
from Bangladesh will be using smartphone,
which will enable them for rapid digitalization
of services, both private and public.
IT/ITeS market in Bangladesh is growing
steadily. The IT/ITeS market of Bangladesh is
sized at USD 200 million for domestic and
more than USD 800 million for export-oriented
businesses. Business Process Outsourcing,
Software manufacturing and e-commerce are
the lead revenue generators for the industry
that employs approximately 125,000 people
today. With adequate focus on human
resources training and promotion of IT/ITeS
industry by the government, the sector is
poised to grow to more than double its size in
next five years.

Bangladesh is a relatively young country
with demographic dividend in its favor.
With average age of 28 years for the
population, the country has favorable
demographic dividend, which may be reaped
for at least two more decades through digital
and new age technologies. A large section of
this youth are part of the global online workers
community. It is estimated that Bangladesh
contributes 16% to the global online workers
community. Skill building of these youth and
positioning their skill and potential globally can
leverage the potential of demographic dividend
for Bangladesh.
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THE E-COMMERCE SECTOR
HAS CREATED DIRECT AND INDIRECT
EMPLOYMENT
TO MORE THAN 1.5 MILLION PEOPLE
IN THE COUNTRY AND HAS
ATTRACTED USD 400 MILLION
INVESTMENT SO FAR

In view of the rapidly evolving global and
country level dynamics, the role of digital
economy can hardly be overemphasized for
Bangladesh. As part of this study, we will
benchmark the development of digital economy
of Bangladesh with that
of India and Indonesia- two immediate peer
countries in the digital economy evolution
scoring. The purpose of the study is to derive a
set of practical implementable policy options, for
the regulators, policymakers, and industry
stakeholders.

FIGURE 49: POLICY DEVELOPMENT TOWARDS DIGITAL BANGLADESH
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E-COMMERCE SECTOR IN
BANGLADESH HAS MORE THAN 2,000
E-COMMERCE SITES, MORE THAN
50,000 FACEBOOK BASED
ECOMMERCE BUSINESSES
GENERATING A REVENUE OF USD 1.7
BILLION ANNUALLY

E-commerce in Bangladesh is flourishing every
day. Bangladesh already has more than 2,000
ecommerce sites and more than 50,000
Facebook based e-commerce businesses
generating a revenue of USD 1.7 billion
annually. The e-commerce sector has created
direct and indirect employment to more than 1.5
million people in the country and has attracted
USD 400 million investment so far. It is
expected that with increased VC funding, ease
of business and innovation and favorable tax
regime, e-commerce market of Bangladesh will
grow from its current rank of 98 (globally) to less
than 50 in a decade.

Government of Bangladesh has awakened to the importance of digitization and
digitalization for more than a decade now. The government, through its “a2i” initiative and
Digital Bangladesh campaign, has achieved a commendable stride in the journey towards
creating a vibrant digital economy. Currently, there are 173.36 million mobile phone
subscribers in Bangladesh, while total internet service users stand at 103 million. With the
introduction of 5G services in Bangladesh (expected to complete by 2025 in three phases), it
is expected that the foundational readiness for rapid digitalization will grow substantially.

2011

55% Mobile Internet
Penetration (94 Million)

2010

60% Internet Penetration
(103 Million)

2009

106% Mobile Phone
Penetration (173 Million)

5.4
DIGITAL ECONOMY OF
BANGLADESH

2008

FIGURE 48: BANGLADESH HAS THE FOUNDATIONAL
STONES FOR A FULLY DIGITAL ECONOMY

Secretariat
Instructions 2014
(amended)
Proactive
Information
Disclosure
Guidelines 2014

Mobile Keypad
Standardization Policy
Guidelines for Utility Bill
Payment
e-krishi Policy
National e-Governance
Architecture
Guidelines for Mobile
Fiancial Services (MFS)
for the Bank
Innovation Team gazette
National Portal
management gazette
Mobile Banking Policy
Guideline

Digital Bangladesh has focused on e-governance making sure government services may
be easily accessible to the citizen. Some of the key pillars for creating digital Bangladesh are:
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KEY PILLARS OF DIGITAL
BANGLADESH INCLUDE:
- 5865 DIGITAL CENTERS SERVING
116 PUBLIC ANDa PRIVATE
SERVICES
- E-FILING PLATFORM IN MORE
THAN 2000 GOVERNMENT OFFICES
WITH 70 MILLION
FILES PROCESSED
- NATIONAL E-GOVERNMENT
PORTAL COORDINATING 58
MINISTRIES
- E-PROCUREMENT E-GP WHICH
HAS SO FAR MANAGED 0.3
MILLION CONTRACTS
- DIGITAL HAAT
- NATIONAL E-HEALTH SERVICES
- TECHERS’ PLATFORM
- E-LEARNING PLATFORM
- DIGITAL FINANCIAL SERVICES
WITH 1.1 MILLION AGENTS AND 34
MILLION ACTIVE ACCOUNTS

• Digital Bangladesh is happening as in 5,865
union Digital Centers (DCs), which are
operated in a public-private partnership (PPP)
mode through more than 10,000 local
entrepreneurs. These DCs serve more than
116 simplified public and private services.
Cumulatively, these DCs have process
approximately 6 million services digitally every
month and have facilitated agent banking
transaction of more than USD35 million
• More than 2,000 government offices use the
national e-filing platform, through which 70
million government files have been processed
digitally so far
• The government has successfully
implemented the National e-government
portal, which coordinates across 58 ministries
and government divisions covering all 64
districts and more than 600 government
services. Some of the key services the portal
supports are:

•

E-procurement through the national e-government procurement portal (e-GP), which manages the e-tenders of
all the ministries and government departments. So far, the portal has managed more than 0.3 million contracts

•

Digital Haat was introduced in 2020, as the first digital cattle market in Dhaka city

•

Ministry of Health is in process of fully scaling up the national e-health services, which currently provide
teleconsultation and tele-medicine supports, in addition to disseminating key health information

•

0.4 million teachers are registered through the national teacher’s portal (Sikshak Batayan), which creates
content and provides teachers’ training for virtual and multi-media education

•

The government has focused on skill building through MuktoPaath, an e-learning platform for entrepreneurs and
job-seekers, providing curated digital courses. Currently, the portal has 198 specific digital courses. More than
1.1 million students are currently getting education through this largest Bengali e-learning platform

•

The government has started an Innovation Fund, to facilitate the tech-based start-up eco-system through
innovative inclusive solutions. So far, 247 innovators have been awarded USD 4.5 million to disseminate and
scale up their innovation

•

Digital Financial Inclusion: Through Mobile Financial Services and Agent Banking, Bangladesh is ahead of
most of the countries of the globe on digital financial services. With more than 1.1 million active agents and more
than 34 million active accounts, MFS services processes approximately BDT20 billion per day in Bangladesh

FIGURE 50: NATIONAL E-GOVERNANCE PORTAL OF BANGLADESH

• Passport and online VISA and travel
documentation
• Treasury services
• Utility bills for electricity and gas
connections
• Railway and flight (Biman Bangladesh)
ticketing
• Agriculture and livestock services for the
farmers
• Banking services (selected public sector
banks)
• Online job-search and recruitment services
• Income Tax e-filing services
• E-health services and others
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FIGURE 51: SNAPSHOT OF FINANCIAL INCLUSION IN BANGLADESH

Micro-credit Disbursement of TOP 5 MFIs in Bangladesh
(in BDT billion)
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TABLE 22: DIGITAL BANGLADESH IN A SNAPSHOT
• 103% mobile penetration ratei and 29% Gender gap in phone ownership
• 83% of the mobile phone users are smartphone users (Gender Gap: 34%)
• 103 million internet users (60% of population)
• 52% gender gap in internet usage
• 50% of population above 15 years have an account in a financial institution

Bank-led agent banking model also intiated in 2013

• 36% female above 15 years have account in a financial institution
• 14% of merchants accept mobile money regularly

Development Finance

Major
Players

(initiatives promoted by
Bangladesh Bank)

Major
Players

From 2013, the banks of Bangladesh are also
allowed for agent banking operations, another
digital finance initiative of Bangladesh Bank.
As of September 2020, 24 Banks of Bangladesh
have opened 8.24 million bank accounts through
agent banking operations accumulating a
cumulative deposit of BDT130 billion and
disbursed loans to the tune of BDT10.9 billion.6

Million

60

400

0

Number of Active Account

80

600

8.24 MILLION BANK
ACCOUNTS THROUGH
AGENT BANKING
OPERATIONS OF 24
BANKS

• 8.94 commercial bank branches per 100,000 adults
• 8.86 ATMs per 100,000 adults
• 36.72 POS machines per 100,000 adults

8.9mn

No fill account (for farmers) with balance

BDT
1.7bn

• Mobile Financial Service (MFS) providers: 15
• 1.1 million active MFS agents

BDT
7.2mn Social development account with balance 5.8bn
BDT
176.5
bn

Disbursed by banks as agriculture loan

SME loan disbursed by banks and NBFIs

• 34 million active MFS accounts
BDT
1,159
bn

• MFS services processes approximately BDT20 billion per day in Bangladesh
• 24 Banks with agent banking
• 14,016 Agent banking outlets
Source: 6Bangladesh Bank Quarterly Statistics, July-Sept’2020
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TABLE 23: SIGNIFICANT DIGITAL AMBITIONS IN THE 8TH FIVE-YEAR PLAN

• Leveraging Line Ministry Centric Digital Economy Opportunities
• Adopting the Five Helix Approach
• Establishing cooperation between Industry, Academia, and Government
• Intellectual Asset and Local and Global Market Centric Start-up Success Creation and Youth
Empowerment while Leveraging on Local Opportunities.
• Leveraging of Redesign Capability for Creating Success in High-tech Devices and Innovation
• Turning high-tech Parks into Nucleus of Digital, Knowledge and Innovation Economy

Some specific improvement areas for digital economy of Bangladesh are:

WITH PAYMENT SYSTEM
INNOVATIONS AND DIGITAL
CENTERS ACROSS THE
COUNTRY, FOUNDATIONS
FOR DIGITAL
ECONOMY IS WELL SET IN
BANGLADESH

• 4IR Productive Knowledge Acquisition
• Digital Economy for Leveraging Fourth Industrial Revolution
• ICT for Greater Transparency, Good Governance, and Service Delivery
• Ensuring Equitable and Fair Share of Bangladesh in Global Digital Value Chain
• Leveraging Digital Economy for Attaining Sustainable Development Goals
• Intensifying Effectiveness and Efficiency, and Encouraging Private Investment
• Developing the Culture and National Innovation System for Leveraging Knowledge Economy
• Harnessing the power of ICT for revival from the effect of COVID 19 and for adaptability to
shocks arising from health crisis, natural disaster, climate change, or global shift in competitive landscape

Source: 8th Five Year Plan of Bangladesh
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WITH MORE THAN 1,000
EXISTING START-UPS AND
USD300 MILLION
INVESTMENT, THE START-UP
ECONOMY OF BANGLADESH
IS ALSO POISED FOR RAPID
DEVELOPMENT

The Digital Bangladesh initiatives have
created a set of conduits for exploring the
digital economy opportunities in Bangladesh.
While payment system innovations and digital
finance have paved way for massive retail
merchant digitization, e-commerce and domestic
digital transfer, the Digital Centers are emerging
as a one-stop point for aggregation of digital
services, both private and public. In a way, the
DCs are currently the smallest unit of Digital
Economy of Bangladesh, where the citizen can
access government services, banking, payments,
insurance, digital health, tax and other services.
The next frontier is to deliver these services to the
citizen’s digital interfaces directly,
through internet and mobile services, so that no
physical infrastructure is required for digital
economy penetration.

Beyond the government’s Digital Bangladesh
e-governance initiatives, the start-up
eco-system has also benefited from
government programmes in last two years.
While the Start-up domain has started building in
2012-13, mainly through private initiatives of
Venture Capitalists and local entrepreneurs, the
local players have benefited from the local
Bangabandhu Satellite, the State-owned Start-up
Bangladesh Limited, and the BDT5 billion seed
investment fund for the sector. With more than
1,000 existing start-ups and USD300 million
investment, the start-up economy of Bangladesh
is also poised for rapid development. However,
many of these start-ups have suffered huge
losses in the COVID-19 scenario, that has
prompted the government of Bangladesh to
announce a BDT150 Crore (USD 19 million)
Start-up fund to boost their survival and increase
attractiveness for foreign and domestic investors.
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FIGURE 52: DEVELOPMENT OF START-UP ECO-SYSTEM IN BANGLADESH

Multiple events initiate
the entrepreneurship spirit
2013

2014

Ecosystem enablers,
accelerators & incubators initiate
2015

2016

Google Groups

Founder’s Institute

GP Accelerator

Banglalink IT Incubator

Startup Weekend

Tie Dhaka

Makerlab

YGAP

U$5Mn: Bd Jobs

U$1Mn: Priyo.com

U$7Mn: Surecash

U$2Mn: Cloudwell

Startup
Documentary by
Startup Dhaka,

Innovation Extreme

Digital World

U$1.3Mn: AjkerDeal
U$1Mn: Direct Fresh

2017
R-Ventures

Connecting Startups
Robi-Airtel M&A

2018

LEGEND’S

Government Initiatives

2020

Bangladesh Angels

Biniyog Briddhi

Startup Dhaka Incubator

Startup Bangladesh VC

Idea Project
Launched

Bangabandhu
Satellite Launched

Tier-4 Data Center
Launched

BDT 500 Cr. Seed
Investment Fund by
Startup Bangladesh

U$2Mn: Pathao

U$56Mn: bKash

U$4.2Mn: Sindabad

U$15Mn: Sohoz

U$2Mn: Deligram

28 High-tech Parks
launched

U$10Mn: Pathao

U$3.2Mn: shopUp

U$5.5Mn: Chaldal

2,650 Unions under
broadband internet
connectivity

U$5Mn: Zero Gravity

Student to Startup
Competition

U$22.5Mn: ShopUp

U$3.8Mn: Bdjobs

Accelerating Asia

U$18Mn: Augmedix

U$1.7Mn: SOLshare
U$1.6Mn: shopUp

Ecosystem Enablers

2019

Tiger Cage

Social Media Expo
Innovation Fair

Govt initiatives boost the startup
ecosystem to come of age

YY Goshti

U$0.83Mn: Pathao

Startup Bash
Startup Weekend

Local & global investors
bet on the ecosystem

Jerra - Summit Partial
M&A

U$1Mn: Sheba
JII - Akij M7A

U$1.1Mn: SOLshare
U$0.83Mn: Gaze
U$0.6Mn: LoopFreight
Call 4 Nation
COVID Accelerator

Notable Investments

EverCare - Apollo M&A

Notable Events

Unilever GSK M&A
Janata Jute Mills M&A

Merger & Acquisiton

Source: LightCastle Analysis
List is indicative only and not exhaustive*
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FIGURE 53: BANGLADESH START-UP ECO-SYSTEM AT A GLANCE

1,000+
Active Startups
in Bangladesh

200+
New Startups
born every year

Fintech
RIde-Sharing
Logistics

Dhaka
Chattogram
Sylhet

Population
Growth Sector
in 2019

Major Active
Cities in the
Startup Ecosystem

U$200Mn+

U$15Mn+

40%

U$11.5Mn

International VC Fund
Brought in the last decade

Startup Investment
Rasied in 2019

Local Investment
U$ 6Mn in 2019

Startup
Bangladesh Fund
Established in 2020

5.5
AREAS THAT NEED
FURTHER DEVELOPMENT
Despite impressive growth of private sector start-up and IT/ITeS eco-system and the government’s digital Bangladesh
initiatives, the country still lags behind some of the major peer countries in terms of readiness and performance on
Digital Economy.

TABLE 24: BANGLADESH’S PERFORMANCE IN SELECTED INDICES COMPARED
TO ITS PEERS
Index/Rank

Bangladesh

India

Indonesia

Doing Business Rank

168th

63rd

73rd

Global Innovation Index

23.31

36.58

29.72

70.7

74

4G connectivity penetration

4%

35%

U$80Mn+

200+

20+

1.5Mn+

GSMA Mobile Money Regulatory Index

Alternative
Investment Fund
Registered in Bangladesh

Active Angels
Boosted by Angel
Newtorks

Accelerators
& Incubators
Active in the
Country

Total Employment
Created
by the Startup
Ecosystem

Start-up Funding as % of GDP

0.04%

0.51%

0.3%

Digital Momentum Index

54.06

62.95

64.03

Source: BTRC, World Bank, UNCTAD, Ministry Briefings, Lightcastle Analysis: BBS, EPB & Bangladesh Bank,

SUMMARY OF KEY ACHIEVEMENT OF DIGITAL BANGLADESH FOR DIGITAL ECONOMY

Although government of Bangladesh has facilitated significantly in the digitization and
digitalization domain, some areas of concern remain as:

• Despite existence of the platforms, usage of the platforms is yet to be ubiquitous and scalable
• MSMEs and entrepreneur specific initiatives are rare, and take-up is limited
• Although B2c e-commerce has been growing in Bangladesh, B2B e-commerce is still in its infancy and adequate policy

• Digital Bangladesh has created key infrastructure (DCs) for e-governance, which is a one stop pathway for
aggregation of all digital initiatives.

•

• The e-government portal has made digital economy an integral part of Bangladesh’s strategy and five-year plan.

•

• Bangladesh Bank policies on MFS have been instrumental in making Bangladesh a global leader in digital finance.
• The start-up economy has benefitted from the government policies, in terms of ease of business, as well as
innovation fund support.

•
•
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support in the domain is limited, especially due to a transaction limit in digital wallet-based transactions, and absence of
strong consumer protection framework
Skill development for certain strategic ITES industries (e.g. BPO) are lacking in the country, which needs coordinated
efforts across the stakeholders
Comprehensiveness and eco-system level strategic focus of the regulatory and policy initiatives are still required, and
the stakeholders often feel a certain ad-hoc nature of regulatory development in both digital finance and overall digital
economy domain
Rural and low-income citizen of Bangladesh are often not fully digitally literate - initiatives to develop their digital literacy
is essential for the scaling up of the digital economy of Bangladesh
Although digital finance in Bangladesh has become a global benchmark, the outreach is still location specific Penetration
of overall banking services is also lower in Bangladesh as compared to the South Asian counterparts
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FIGURE 54: FRONTIERS OF DEVELOPMENT FOR DIGITAL FINANCE IN BANGLADESH
Low

High

Financial Inclusion Heat Map of Bangladesh
(Source: Index Calculated by Bangladesh Bank, 2016)
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is still lacation dependent - Physical
Presence plays a vital role
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Some specific improvement areas for digital economy of Bangladesh are:

DIGITAL BANKING, IT AND
START-UP INITIATIVES ARE
CONCENTRATED IN DHAKA
AND CHITTAGONG, LEAVING
LARGE PART OF
BANGLADESH HITHERTO
UNTOUCHED BY THE
GOVERNMENT AND PRIVATE
INITIATIVES
THE POLICY OF MANDATORY
ENLISTMENT FOR
HARDWARE
MANUFACTURERS WITH HIGH
FEE OF BDT 2.5 MILLION
(WITH RENEWAL FEE OF BDT
1 MILLION PER YEAR) HAS
RESTRICTED THE SCOPE
FOR SMALL SCALE
INNOVATIVE HARDWARE
MANUFACTURING

Despite vibrant digital bangladesh policies, (e.G.,
Contactless payment) lack of awareness is Predominant
in the market. Digital banking, IT and start-up initiatives are
concentrated in Dhaka and Chittagong, leaving large part of
Bangladesh hitherto untouched by the government and
private initiatives. While the government did initiate a large
number of digital governance schemes, awareness for the
same is extremely limited amongst the citizen, especially
amongst low-income and rural people.

The existing digital economy regulations are perceived
to be favoring large scale companies. While start-up,
e-commerce and BPO industry entrepreneurs are often
from the MSME sector, the regulations around digital
economy is perceived to be favoring large scale companies
only. For example, a policy of mandatory enlistment for
hardware manufacturers with high fee of BDT 2.5 million
(with renewal fee of BDT 1 million per year) has restricted
the scope for small scale innovative hardware
manufacturing, which are leading the globe in the IoT and
robotics domain.

South Asia

In absence of account for all, limted receipt of wages in bank accounts, and
lacks of smooth payment system, large part of the transactions are still done in cash.

196

197

TAX BARRIERS, e.g., 69%
IMPORT DUTY ON FIREWALL,
ARE RESTRICTING ACCESS
TO THE MARKET BY
INTERESTED PLAYERS

BANGLADESH HAS ONE OF
THE HIGHEST COSTS OF
MOBILE TELEPHONY AND
DATA ACCESS AMONGST ITS
PEERS LEADING TO LIMITED
USAGE OF DATA
FOR MULTIPLE
INTERNET-BASED SERVICES
BEING
LIMITED IN THE COUNTRY

Tax barriers for start-ups is considered a
hindrance for the sector. Digital economy
strives on efficient and open market access.
Policy level tax barriers, e.g., 69% import duty
on firewall, are restricting access to the market
by interested players.

Growth of mobile phones and internet are
not paralleled with reduction in the tariff
barriers for usage of both smartphone and
data, which are limiting the scale of
digitalization of the consumer economy.
Bangladesh has one of the highest costs of
mobile telephony and data access amongst its
peers. Despite availability and access, therefore,
the usage of data for multiple internet-based
services are limited in the country.
Global market penetration is constrained by
lack of domestic skill set on software and
hardware development. The challenge gets
amplified with lack of deep technology skills,
e.g., Artificial Intelligence, Machine Learning,
Robotics and IoT, which are essential for
development of high-class digital innovations.
Analytical, writing, communication skills are also
limited in the current online labor force, limiting
the scope for the ITeS industry. The other end of
the skills spectrum, digital literacy by the
demand side i.e. potential users of ecommerce
for instance, also remain low and weakens the
pull factor.

5.6
INDIA: THE DIGITAL
EXPERIMENT
KEY FACTORS IN INDIAN
DIGITAL ECONOMY
EXPERIMENT INCLUDE :
• THE GRADUAL
DEVELOPMENT OF THE
INDIA-STACK
INFRASTRUCTURE
• THE DIGITAL INDIA
BLUE-PRINT; AND
• THE DIGITAL INDIA
INITIATIVES

In last decade, India has emerged as one of the global leaders
in digitizing its economy. India’s flagship national identity system,
payment innovations around the ID system and a host of digital
initiatives under the Digital India initiative have achieved a massive
consumer as well as entrepreneur digitalization.

In view of the commendable development of
digital governance initiatives of the government
of Bangladesh, this report furthers the cause by
benchmarking some developments from the
peer countries (India and Indonesia), so that the
learning from these countries can benefit further
development of Digital Economy of
Bangladesh.
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FIGURE 55: INDICATORS OF DIGITAL FINANCE/ECONOMY PENETRATION IN INDIA

80%

Of adult Indians have bank account (>350mn account from PMJDY) with access to debit
card. 87% of Indians have mobile phones

10.7%

Cash in circulation to GDP ratio in India indicating high bias of cash in payments,
although the ratio is diminishing

54%

CAGR of payment systems transactions in India indicating rapidly growing preference
for digital transactions

30%

Share of card-based payments in overall retail payments in India, which is reducing as
AEPS payments are becoming popular

450%

Growth of UPI and Aadhar Enabled Payment Systems, while card payments are
growing @ 40%YoY

26%

Share of mobile wallet payments in India, which is behind only China and Italy

63%

Share of Rupay, the domestic debit card, in issuance of debit cards, while in usage,
the share is 33%

3%

Population pays utility bills digitally, although 29% have access to digital payments

FIGURE 56: FOUR PILLARS OF DEVELOPMENT FOR INDIA

Pillar 1: Drivers of Macro-economic Performance
• Increase public and private investment to
increase GFCF to 36%
• Formalize labour laws
• Promote Innovation and Research
• Accelerate growth of manufacturing and
mining sector
• Modernize agriculture eco-system for
doubling farmers’ Income
• Financial Inclusion through digital
payments and universal social security
• Affordable housing for all
• Modernize tourism sector

Pillar 3: Social Inclusion

NITI AYOG OF INDIA, THE
NATIONAL PLANNING
AND STRATEGIC POLICY
MAKING BODY,
CREATED THE DIGITAL
ECONOMY BLUEPRINT
BASED ON ITS IDENTIFIED
NATIONAL PRIORITIES

Unlike Bangladesh, where digital economy initiatives are
being implemented as separate sectoral initiatives, NITI Ayog
of India, the national planning and strategic policy making
body has created the digital economy blueprint based on its
identified national priorities. After decades of five-year planning
regimes, in 2015-16, India has opted for a more strategic and
action-oriented planning and advisory body named NITI Ayog. The
mandate of the NITI Ayog has been to respond to the emerging
global and national trends through active policy formulation and
implementation.
Digital economy of India has been a priority of the NITI Ayog
from the very beginning. As part of the New India Vision, NITI Ayog
has identified four pillars of development for India in the next
decade.

Pillar 2: Infrastructure Development
• Clean energy and energy independence
• Increase coverage and quality of modern
surface transport, railways, aviation and
waterway transport
• Modernize logistics sector
• 100% digital connectivity across rural
and urban corners.
• Smart cities for urban transformation
• Solid and liquid waste management
modernization
• Efficient water management for
agriculture, industry and citizen usage
• Pollution control

Pillar 4: Responsible Governance

• Universal school education
• Enhance research and innovation in
highter education

• Modernize 115 Aspirational districts

• Improve skill and employability of
workforce

• Legal, judicial and Police reforms

• Modernize public health management
• Comprehensive primary healthcare

• Development of North-East India
• Reforms in civil service for quality and
expertise

• Universal health Coverage

• Modernize city governance for economic
and evironmental benefits

• Imporve overall nutrition level of citizen

• Optimal use of land resource

• Increase female labour force
participation
• Social security net for senior citizen and
persons with disablility
• Inclusion of marginalized and minority
groups
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FIGURE 57: THE THREE CORNERSTONES THAT HAVE INCUBATED THE
DIGITAL ECONOMY BLUEPRINT FOR INDIA
DIGITAL INFRASTRUCTURE, DIGITAL EMPOWERMENT, AND DIGITAL SERVICES ARE
THREE CORNERSTONES OF DIGITAL INDIA BLUEPRINT

DIGITAL
INFRASTRUCTURE
Ensure availability of high-speed internet for delivery
of services to citizens; digital identity for every citizen;
mobile phone and bank account enabling citizens’
participation in digital and financial space; shareable
private space on a public cloud; and safe and secure
cyberspace

THE GROWTH OF DIGITAL
ECONOMY IN INDIA, TO
A LARGE EXTENT, HAS
STARTED WITH THE
GOVERNMENT POLICY OF
OPENING BANK
ACCOUNTS FOR ALL
CITIZENS (PRADHAN MANTRI
JAN DHAN YOJANA -PMJDY)

While tele-density in india has increased in the last decade, the
same has been leveraged by the government mainly through retail
transactions. It will not be an exaggeration to state that the digital
Economy growth in india owes its origin in the growth of digital retail
banking transactions.
The growth of digital economy in India, to a large extent, has
started with the government policy of opening bank accounts
for all citizens (Pradhan Mantri Jan Dhan Yojana). These were
zero balance bank accounts opened on a mission mode across all
the banks of india under the government programme. With 214
million new savings account opened within two years of the
scheme’s inception, india was on the verge of a banking explosion.
By march 2016 (i.E., Within 1.5 years of policy implementation),
pmjdy accounts had a total sector deposit balance of inr 356.72
billion (USD 5.14 billion). Currently 421 million pmjdy accounts are
operated across india, which have a cumulative deposit inr1.42
trillion. While the pmdy accounts are similar in nature to the no-frill
accounts opened by bangladesh, the difference lies in:
• A mission mode of the government to ensure all the banks
necessarily open PMJDY accounts
as mandated by the government

DIGITAL
SERVICES
Deliver seamlessly integrated government
services across departments or jurisdictions;
services availability in real time from online
and mobile platforms; digitally transformed
services for improving ease of doing
business; leveraging GIS for decision support
systems and development

DIGITAL
EMPOWERMENT

CURRENTLY 421 MILLION
PMJDY ACCOUNTS ARE
OPERATED ACROSS
INDIA, WHICH HAVE A
CUMULATIVE DEPOSIT
INR1.42 TRILLION

• The PMJDY accounts, although were zero balance, were attached
to domestic debit card (Repay)
• The government has ensured that at every corner of the country,
the PMJDY account holders
can transact through the bank accounts even when bank
branches are not present
• Opening of the accounts and transaction authentication
were made extremely easy through biometric and e-KYC
legalization
All of these are essential features of the celebrated India-Stack
infrastructure

Empower citizen through universal digital literacy;
accessible digital resources universally; all
documents/certificates to be available on
cloud; ensuring citizen engagement through myGov;
availability of digital resources/ services in Indian
languages; and portability of all
entitlements through cloud
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5.6.1 INDIA-STACK

FIGURE 58: THE SCHEMA OF INDIA-STACK
India-stack is a common name applied to the overall digital
transaction eco-system created by the government of india around
its flagship aadhar digital identity. It is the comprehensive planning
around the digital identity (in the form of india-stack) that has
resulted unparallel results in the growth of digital transactions in
india. The government, through digital finance wanted to create an
eco-system where:

Universal Storage of Client Identity
Remote Authentication by Client

Infrastructure Layer

Clients should be able to access,
authenticate and transact remotely

Client Layer

Digital Storage of Client KYC

Clients need not carry bulky physical
documents to access financial services

• physical presence of the customers/citizen will be redundant for
opening or conducting transactions through any bank account
• no physical documentation will be required for accessing and
transacting through digital accounts
• no cash will be required to be exchanged for payment or receipt;
and
• there will not be any delay in accessing financial services.

1. No Physical
Presence

2. No Documents

3. No Cash

4. No Delay to
Access Finance

This required:

INDIA-STACK: AN OVERALL
DIGITAL TRANSACTION
ECO-SYSTEM CREATED BY
THE GOVERNMENT OF INDIA
AROUND ITS FLAGSHIP
AADHAR DIGITAL IDENTITY

• universal archival capability for client identity and remote
authentication capability, so that the client/user can access,
authenticate, and transact remotely
• digital storage and retrieval of client kyc, so that the client is not
needed to carry physical documents to access services

Clients should be able to receive and
pay through uninterrupted, inter-operable
digital money

• inter-operable real time digital payment gateways, so that the
user/client is served uninterruptedly through digital form of money;
and
• a data-driven consent architecture, so that the clients/users can
access customized financial or non-financial services without
delay

Inter-operable Real-time Digital
Payment Gateway

Clients should be able to access
customized finacial Products without
time delay
Data Driven Decision Consent
Architecture

This was achieved through a series of infrastructure and regulatory changes brought about by the Indian
Government. The necessary pillars of india-stack are:
Key Pillars of India Stack
1. Aadhar – biometric identifity
2. PMJDY accounts
3. AePS, as an inter-operable payment platform
4. UPI and BHIM are Application Processing Interfaces (API) with
real time push and pull payment facilities
5. Make in India
6. Removal of Merchant Discount rates
7. Social Benefit Programme (G2P) Payments
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Aadhaar is a countrywide database having biometric and Know Your Customer
(KYC) details of the residents of India. Banks and service providers can access the
Aadhaar database for instant biometric identification and KYC authentication of clients
through smartphones, tabs, or POS devices. The regulator allows Aadhaar to be
considered as e-KYC, thereby limiting the need for physical verification. The Aadhaar
database can also be leveraged for electronic authentication of transactions. The objective
of the program is to create a presence-less access and authentication platform.

FIGURE 60: BHIM TRANSACTIONS
(IN INR. BILLION)

FIGURE 61: UPI TRANSACTION
(IN INR BILLION)
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Aadhar has been allowed as a legally valid e-KYC for customer
on-boarding and transaction authentication by banks (by parliament
bill and Supreme Court of India), paving the legal way for using
Aadhar for India-Stack.
The Make in India campaign aims to incentivize India based
production of products, specifically tech-based products that
aim to improve the use case of India-Stack and digital India
campaign. Under the India-Stack program, production of biometric
enabled smartphones is given a 5-10% additional tax benefit, so
that the cost of smartphones remains low and outreach of the same
increases.
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FIGURE 59: CUMULATIVE AADHAR GENERATION (IN MILLION)
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The PMJDY accounts are the basis based on which a large-scale digital economy
initiative could be planned. The universal nature of PMJDY outreach has ensured that
digital payments are ubiquitous across small traders and shops, as well as farmers and
artisans.
AEPS is a payment system using Aadhar data for authentication of transactions.
AePS, as an inter-operable payment platform is managed by National Payments
Corporation of India, a government initiative to own the domestic transactions. The
platform enables banking transactions directly including withdrawal, cash deposit and fund
transfer from bank accounts using the micro ATMs, QR codes, API based banking Apps,
and by the Bank Mitras, who are similar to Bank agents, and are armed with AePS enabled
POS devices.
UPI and BHIM are Application Processing Interfaces (API) with real time push and
pull payment facilities across banks using virtual addresses. Supports both P2P, P2M
transactions. BHIM also has a QR enabled API interface, which has helped in massive
increase in digital merchant payment across small shops and traders.

MERCHANT
DISCOUNT
RATE
SOCIAL BENEFIT
PROGRAMME (G2P)
PAYMENTS

A major reason for small traders not willing to accept digital
payments have been the merchant discount rate (MDR)
associated with cards and digital wallets. In the annual fiscal
budget of 2017-18, the Ministry of Finance has removed all MDRs
from any AePS linked (including UPI and BHIM and BHIM QR)
transactions made at any shop. This has resulted in considerable
growth of digital merchants and merchant payments in India.
Zero balance accounts opened in various countries have not
successful since there is no immediate use case for the same.
To ensure that the accounts are activated and used, the
government has started:
• Providing cash benefit instead of subsidies, e.g., in LPG to the
Aadhar linked bank accounts.
• 439 government to people social benefit schemes across
government departments are mandatorily linked to the Aadhar
linked bank accounts of the beneficiaries. Currently INR2.84 trillion
is pushed to these primarily PMJDY accounts for all the social
benefit schemes. In the recent COVID-19 pandemic, targeted
social benefits for pandemic relied were also targeted to the
PMJDY accounts linked to Aadhar.

It is estimated that the mobile and online payments will grow from the current volume of USD 10 billion a year to USD 190 billion
by the year 2023 in India. The other large-scale digital economy initiative of the government is the Start-up India campaign.
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5.6.2 START-UP INDIA
FOUR PILLARS OF START-UP
INDIA INCLUDE
1. START-UP HUB
2. COMPLIANCE BASED ON
SELFCERTIFICATION
3. MOBILE APP AND PORTAL

FIGURE 62: SCHEMA OF POLICY SUPPORT UNDER ATAL INNOVATION MISSION
Start-up India is another key initiative of the Government of
India to boost the tech-based start-up ecosystemin the
country. The initiative aims to promote entrepreneurship at the
grass root level for economic empowerment and job creation. The
objective of this scheme is to facilitate bank loans to at least one
Scheduled Caste (SC) or Scheduled Tribe (ST) [socially and
economically marginalized section of the society] borrower and at
least one-woman borrower per bank branch to enable them to
participate in the economic growth of a nation.
Start-up India is based on the following pillars:

4. STRONG IPR

Start-up India Hub

Single point of contact
for the entire Startup
ecosystem and
enable knowledge

Compliance
Regime based on
Self-Certification

To reduce the
regulatory burden on
Startups, the
government has
allowed them to focus

Mobile App and
Portal

The government has also
initiated a single platform for
Startups to help in interaction
with Government and
Regulatory Institutions to fulfil
business needs and enable
information exchange

In addition to the direct Start-up India initiatives, the government has
provided a Start-up credit fund of USD 1.33 billion, being managed by
SIDBI (Small Industries Development Bank of India), to provide boost to the
Indian Startup ecosystem. To help innovations flourish under the Start-up
eco-system, the government has also initiative Atal Innovation Mission, a
special programme dedicated towards facilitating and managing the
Innovation projects.
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Intellectual
Property
Rights

• Patent Rules, 2003 and
Trademark Rules, 2017 have
been amended to streamline
processes, & made more
user-friendly
• Start-ups Intellectual

Idea &
research

Innovation

Encouraging
innovation at
institute level
Supporting tech
development,
deployment and
commercialisation in
important sectors
Building a robust
innovation ecosystem
in unserved/
undeserved
regions of India

Problem
identification
& design
thinking

Solution tech
development
& POC

Pilot
implementation

Production
Startup

Large scale
deployment

Atal Tinkering Labs?Mentor India
Atal/ Established Incubation Centres
Atal New India Challenge

Atal Community Innovation Centres

Supporting research
and innovation in
MSME sector

Atal Research & Innovation
for small Enterprises

5.6.3 SECTORAL DIGITAL ECONOMY INITIATIVES AND POLICIES
50 INITIATIVES ROLLED
OUT TO LOOP IN
DIGITAL ECONOMY
ACROSS ECONOMIC,
SOCIAL, AND
GOVERNANCE SPACE

Below, we enumerate 50 key digital economy initiatives of the
Government of India with focus on their policy impact and possible
learning for Bangladesh.
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TABLE 25: 50 KEY POLICY INITIATIVES BY INDIAN GOVERNMENT
Sector
Employment
and Labour
Reforms

Policy Initiative
1. Implement Labour Market Information System
(LMIS) to record employment generation status
and identify skill shortage for key industrial sectors

Platform/Scheme

Sector
Comparable Programme
in Bangladesh

Industrial
Development

Included in
Perspective Plan
2041

6. Government’s procurement departments to
prioritize “Made in India” products and services

e-Government
Procurement
platform (E-GP)

7. Each district to have “District Innovation Fund” of
INR20million to promote local frugal innovation

A2i Innovation
Fund

8. Under Atal Innovation Mission, more than 1,000
Incubation Centers to focus on frugal innovation
on solid waste management, water management,
and rail and road transport
9. Set Up 10,000 Atal Innovation Tinkering Labs by
2025
10. Promote online enterpreneurial development
courses by universities
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13. Enrol all public sector enterprises into the Trade
Receivables Discounting System (TREDS)
latform for procurement and invoice management

14. Initiate “Industry 4.0” by promoting Artificial
Intelligence and Machine Learning in
manufacturing sector through NITI Ayog
15. Implement Single Window Approval System for
business registrations, to improve Ease of Doing
Business

5. Create National technology Data Bank to create
central database of all research output ready for
implementation
Promote
Innovation
and
Research

Comparable Programme
in Bangladesh

12. Promote e-commerce by creating ecosystem of
digital payments

3. Implement online complain and monitoring system
for transparency in labour inspection system
4. Spend at least 2% of GDP on Research and
Development with equal contribution from private
sector

Platform/Scheme

11. Set up portal to monitor progress of major
infrastructure and procurement projects (e.g.
Sagarmala, Bharatmala etc.)

National Intellegence
for Skills, Education,
Employment &
Entrepreneurship
(NISE3)

2. Enforce payment of All government wages
through bank transfer or Aadhar Enabled
Payment Systems (AePS)

Policy Initiative

A2i Innovation
Lab

16. Seamless integration of Shram Suvidha portal
(portal for labour law compliance by industries) by
all states

Agriculture
and Farmer
Development

17. Implement and scale up e-NAM (National
Agriculture Market), a pan-India electronic trading
portal which connects the existing APMC mandis
to create a unified national market for agricultural
commodities.

Digital Haat for
cattle market

18. Direct Benefit Transfer of upfront subsidies based
on land usage combining fertilizer, electricity and
crop subsidies
19. Promote and scale up Agriculture Insurance
(PMFBY) by integrating weather index insurance,
requiring coordination of digitized weather data and
seamless claim settlement payment mechanism
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Sector

Policy Initiative

Platform/Scheme

Comparable Programme
in Bangladesh

Sector

20. Launch comprehensive financial literacy
programme (Arthik Siksha Abhiyan)

29. Digitize and simplify Foreigner Registration

21. Promote digital signature for loan accounts by
asking banks to carry out at least 25% of their
transactions through paperless accounts by
2022-23

30. Enhance employable skill of hospitality and
tourism industry workforce

Travel,
Tourism and
Hospitality

23. Create a data-sharing framework that builds on
the success of PMJDY and Aadhaar platforms to
enable easier access to credit, with adequate
safeguards for maintaining data privacy
Bangladesh eGov CERT

25. Promote Payments Banks by modifying their
capital requirements and investment and
transaction restrictions

MFS regulation

28. Digitization of land resources

National Intellegence
for Skills, Education,
Employment &
Entrepreneurship
(NISE3

Minerals
33. Implement National Data Repository (NDR) for all
mineral resources
34. Expedite establishment of National Gas Grid
Power and
Energy

35. Direct Benefit Transfer of all forms of energy
subsidies to the end users
36. Create a mechanism for cost-effective power grid
balancing for renewable energy

26. Promote USSD based digital payments for
government and non-government small value
retail payments

Affordable
Housing

Comparable Programme
in Bangladesh

32. Implement PRAVESH, a single window clearance
portal for environment, forest, wildlife and CRZ

24. Implement a robust cyber security framework for
digital payments, digitized land records, Digi
Locker and the proposed new data system for
accessing financial services

27. Implement seamless subsidy linked affordable
housing credit under PMAY (Pradhan Mantri
Awas Yojana)

Platform/Scheme

31. Seamless online ticketing system for travel and
tourism circuits, museums and wildlife parks

22. Scale up DigiLocker system by ensuring more
documents issuers participate in the system

Financial
Inclusion

Policy Initiative

37. Scale up Electronic Toll Collection (ETC) payment
system (FASTag) by stramlining the charging and
acceptance infrastructure accross all national and
state highways
Road
Transport,
Waterways,
Railways
and Aviation

38. Implement National Common Mobility CardInteroperable dual interface (Contact and
Contactless) open loop EMV card for all transit
payment collection
39. Develop an integrated digital supply chain or
e-cargo gateway based on the National Air Cargo
Community System (NACCS) platform
40. Implement dynamic pricing system in passenger
and freight fares of railways
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Sector

Policy Initiative

Platform/Scheme

Comparable Programme
in Bangladesh

41. Universal internet connectivity through BharatNet
Project

While some schemes from the list are like Bangladesh initiatives, a major learning from the list may be how the national
strategy is translated into the digital economy strategy and the specific schemes sector wise. Although Bangladesh is
ahead in terms of development of some of the policies/schemes, the strategic coherence and creating supportive
infrastructure and enabler is what is a key learning from the Digital Economy of India.

TABLE 26: KEY SUCCESS FACTORS FOR DIGITAL ECONOMY OF INDIA
Digital
Connectivity

42. Make all central and state government service
available through e-services, in vernacular
languages that will require NLP capabilities

e-Government
with Apps

• Universal digital identity infrastructure, along with e-KYC regulation

43. Development of comrehensive cyber security
framework by the Division of egovernnace of
MeitY (Min. Of Electronics and Information
Technology)

Urban
Development

• Linking digital identity infrastructure with a wide range of government and private
services including banking, payments (AePS), tax identity, and e-governance for real time
inter-operable identity authentication

44. Create Digital Transformation Roadmap for smart
cities integrating cities’ assets, municipal policies
and services

• Universal digital bank accounts (PMJDY) linked to the digital identity and using the
conduit for direct cash-subsidies on all government benefit programmes
• Focus on the start-up eco-system as the driver of growth, with complete
tax-relaxation, and easing the business processes for start-ups by district level innovation centres, and
reduced licensing norms

45. Develop a 41 indicator KPI database for real time
monitoring of development of Aspirational
Districts

• Complete transition of all government procurement to digital processes for transparency
and higher MSME participation

46. Create National Education Registry to track every
student’s progress

• Creating low cost, competitive mobile and internet services available across the country
by making spectrum allocation competitive

47. Develop online resources for teacher training
Education
and Skill
Development

• Strategic, systematic approach on digital economy and coherent policy, regulatory
and legal alignment across identified key digital economy areas

• Focused cyber-security and privacy guidelines
• Creating platforms and network available, so that private players can participate in a level
playing field

48. Implement large scale online courses for skill
development

MuktoPaath for online
nearning National
Intellegence for
Skills, Education,
Employment &
Entrepreneurship
(NISE)

49. Digitization of family health records
Health
Management
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50. Streamline government subsidy and claim
payment mechanism in Universal Health
Insurance Coverage Programme (PMJAY)

E-health services
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5.7
DIGITAL
ECONOMY-INDONESIA
INDONESIA’S INTERNET ECONOMY
IS VALUED AT USD 40 BILLION IN
2019 AND IS ON TRACK TO REACH
USD 130 BILLION USD BY 2025
DIGITAL ECONOMY IN INDONESIA
CONSISTS OF 2,000 TECHNOLOGY
STARTUPS, INCLUDING OVER 150
FINANCIAL TECHNOLOGY (FINTECH)
LENDING STARTUPS AND AROUND
75 FINTECH PAYMENT START-UPS
MERDEKA SINYAL 2020”
(INDEPENDENT SIGNAL 2020)
PROGRAM PROVIDES
TELECOMMUNICATION
ACCESS IN 5,000 FRONTIER
AND UNDERDEVELOPED
AREAS OR KNOWN AS “3T
AREAS” IN 2020
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FIGURE 63: DIGITAL POLICY DEVELOPMENT
AT INDONESIA

Digital Economy of Indonesia is a by-product
of its Start-up eco-system. Access to formal
finance in Indonesia is at 55.7% as of 2019, with
a target banking penetration of 90% by 2024. A
study report launched by Google and
Temasek/Bain in 2019 has stated that
Indonesia’s internet economy is estimated to be
valued at USD 40 billion in 2019 and is on track
to reach USD 130 billion USD by 2025. Key
figures that highlight the strength of Indonesia’s
digital economy include an excess of 2,000
technology start-ups in the country, including
over 150 financial technology (fintech) lending
start-ups and around 75 fintech payment
start-ups. The strength of Indonesia’s digital
economy has already attracted attention both
within the region and beyond, assisted by the
recognition of the country’s four tech unicorns –
start-ups valued at USD1bn or more – and the
promotion of one tech company to decacorn
status after it was valued at USD10bn.
To boost the digital economy, the Ministry of
Communication, and Informatics of the
Republic of Indonesia (the MCI) has
embarked on a national Information and
Communication Technology (ICT)
infrastructure development effort. The
Telecommunication and Information
Accessibility Agency (BAKTI), the MCI’s public
service agency, has launched “Merdeka Sinyal
2020” (Independent Signal 2020), a program to
provide telecommunication access in 5,000
frontier and underdeveloped areas or known as
“3T areas” in 2020. In addition, the Palapa Ring
project, a telecommunication network
development project connecting 514
districts/cities through Marine Cable and Fiber
Optic Communication system development, has
also been launched in 2016.

OJK was
established
2009

2011

BI released emoney
regulation

OJK released regulation on Laku
Pandai; BI 1st amendment of
emoney regulation introduces LKD
2013

2014

BI piloted branchless
banking in five Banks

EKYC was regulated through POJK.
Pilot of G2P in 44 Cities though HIMBARA
Banks Gateway (NPG)
2015

LAKU PANDAI
regulation
released by the
Otoritas Jasa
Keuangan

2017

2018

Bank of Indonesia issued E
money Regulation Emergence
of Non Bank players due to
OJK Regulation on Digital
Financial Innovation

As part of the government’s plan for further reforms, the President of Indonesia has unveiled the following
five focus areas from 2019 to 2024:
• Developing human capital.
• Increasing the transparency and efficiency of social protection programmes.
• Accelerating infrastructure development.
• Reforming bureaucracy; and
• Opening the economy to investment. Although the digital economy was not explicitly mentioned as a target
segment, it forms an important part of the government’s plan to use technology to drive development within
these key areas.
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5.7.1 THE LUCRATIVE DIGITAL
ECONOMY OF INDONESIA

INDONESIA’S E-COMMERCE
MARKET SIZE HAS REACHED USD
13 BILLION IN 2018 AND HAS
GROWN 50% EACH
YEAR FOR THE LAST
2 YEARS.
INDONESIAN INTERNET USERS’
DAILY TIME SPENT ONLINE IS 8
HOURS AND 36 MINUTES
AT LEAST 107 MILLION PEOPLE
(40% OF THE TOTAL POPULATION)
PURCHASE CONSUMER GOODS
THROUGH ECOMMERCE
PLATFORMS
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Indonesia’s e-commerce market size has
reached USD 13 billion in 2018 and has
grown 50% each year for the last 2 years.
The growth of digital start-ups in Indonesia
can be traced back to 2010. The ride-sharing
start-up Gojek was established in 2010.
Today, some of Indonesia’s digital start-ups
show expansion at the global level. Gojek is
classified as “Decacorn” with a valuation of USD
10 billion. Following Gojek is the leading
Indonesian e-tailing start-up Tokopedia, which
boasts of a valuation of USD 7 billion. These
two start-ups have contributed significantly to
national economic growth. This increasing
market size may be driven by the increase in
internet access and usage. According to APJII’s
2019 report, there are at least 171.17 million
internet users or around 64.8% of total
populations. According to We are Social
January 2019 report, the average of Indonesian
internet users’ daily time spent online is 8 hours
and 36 minutes while time spent on social
media is 3 hours and 26 minutes. The same
report shows there are at least 107 million
people (40% of the total population) purchase
consumer goods through e-commerce
platforms. This number is predicted to grow
continuously due to the speed race of mobile
gadget penetration.
Another area of importance from Indonesia’s
digital economy is social benefit transfers.
According to the World Bank, Indonesia spends
around 1% of its GDP on social protection
programmes, which include contributory
programmes such as health insurance, social
insurance for employment and pension
insurance, as well as non-contributory
programmes such as food assistance and
conditional cash transfers. Like the experiment
in India, the Indonesian government has started
to migrate from a cash disbursement to a direct
transfer to bank account model, to reduce
leakages and corruption in the disbursement.
Such a digital platform would also help to drive
financial inclusion and retail payments, and
thereby boost the consumption economy.

FIGURE 64: SOCIAL BENEFIT TRANSFERS TRANSITIONING TO DIGITAL IN INDONESIA

Direct Cash Transfers
Bantuan Kesejahteraan Sasial Permanen
(Social Pension): USD 1.4 billion

Old age security and insurance programs disbursing payment to>13 million
beneficiaries delivered through Banks

Bantuan Langsung Tunai (Unconditional
Cash Transfer: USD 2.4 billion

Payment of – USD 128 per month 19.1 million poor households to counter
increasing fuel prices. Delivery of the benefit is in cash through post offices

Rastra (Card based payment for food and rice):
USD 1.5 billion

10.3 million Households receive IDR 110,000 per month in electronic savings card
through Himpunan Bank Milk Negara (The Assemblage of State Owned Banks) for
buying food from Warongs (govt. appointed food shops)

Program Keluarga Harapan
(Conditional cash transfer): USD 2.28 billion

Other Benefits
Fertilizer Subsidy: USD 2.4 billion
Indonesian Smart Card for Students:
USD 719 million

INDONESIA SPENDS AROUND 1% OF
ITS GDP ON SOCIAL PROTECTION
PROGRAMMES, WHICH INCLUDE
HEALTH INSURANCE, SOCIAL
INSURANCE FOR EMPLOYMENT AND
PENSION INSURANCE, FOOD
ASSISTANCE AND CONDITIONAL
CASH TRANSFERS., MUCH OF WHICH
ARE BEING TRANSFERRED
THROUGH DIGITAL PAYMENTS
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5.7.2 POLICY RESPONSE ON DIGITAL
ECONOMY IN INDONESIA

CLEAR LICENSING
REQUIREMENTS AND
ESTABLISHING A CODE OF
CONDUCT THROUGH THE
FINTECH ASSOCIATIONS
HELPING IN EFFORTS TO
SUPPORT DIGITAL START-UPS
STRONG DATA PRIVACY AND
CONSUMER PROTECTION IN
STRONG SHAPE

SOME POLICY AREAS, SPECIFIC TO START-UP AND
E-COMMERCE IN INDONESIA ARE FOLLOWING:
Indonesian regulators are making efforts to
support digital start-ups by creating clear
licensing requirements and establishing a
code of conduct through the fintech
associations Asosiasi Fintech Pendanaan
Indonesia and Asosiasi Fintech Indonesia. This
collaborative approach has helped the
government to support the development of the
fintech segment by learning from previous
setbacks in the fintech sandbox established by
the Financial Services Authority (OJK).
Another key domain that has undergone
changes in recent years is data privacy and
customer protection Issues in indonesia.
Government Regulation (GR) No. 71 of 2019,
regarding the implementation of electronic
systems and transactions, replaced GR No. 82
of 2012. GR No. 71 regulates the
implementation of electronic systems, electronic
agents, electronic transactions, electronic
certification, and reliability certification
institutions, as well as domain name
management. This regulation makes a
distinction between private and public domain
electronic system operators and allows private
domain operators to move the management,
processing and/or storage of electronic systems
and data offshore from Indonesia. Although
debated at various circles, this initiative has
helped development of the cloud industry by
helping small and medium-sized enterprises
adopt cost-efficient technologies in their
day-to-day operations.

Although Indonesia’s digital economy is likely to grow in the future, there is no grand design or roadmap of digital
economy development yet. Currently, the Indonesian government is drafting the national digital economy strategy,
which aims to address the upcoming challenges of the digital economy which has not been covered by the existing
roadmap of e-commerce 2017–2019 through the enactment of the Presidential decree number 74 year 2017. The
existing e-commerce roadmap determines the admission of e-commerce steering committee which consists of
inter-sectoral government collaboration to implement at least eight primary programs, which are:
• Funding which includes: Crowdfunding,
SMEs business credits for the digital
platform, Angel capital, Seed Capital, and
Grants for start-ups
• Tax incentive for local investors as well
as e-commerce start-ups especially with a
turnover of IDR 4.8 billion per year. Also,
the availability of equal tax regulation
applied to both domestic and foreign
e-commerce entrepreneurs

E-COMMERCE ROADMAP CALLS FOR
IMPLEMENTATION OF PROGRAMS IN:
1. FUNDING
2. CONSUMER PROTECTION
3. EDUCATION AND HUMAN RESOURCES
4. NATIONAL LOGISTICS SYSTEM
5. BROADBAND NETWORKS
6. PUBLIC AND PRIVATE
COLLABORATION
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• Consumer protection includes the
development of national payment
gateways as well as harmonization in
regulatory level for electronic certification,
accreditation process, payment
mechanism policies, protection of
consumers and e-commerce industry, and
dispute resolution schemes
• Education and Human Resource that
includes an incubator program,
e-commerce awareness campaigns, and
education
• Development of a national logistics
system, revitalizing the state-owned Post
enterprise as well as the development of
outsourcing of e-commerce logistics
facilities
• The development of broadband networks
throughout Indonesia regions, conducting
a national supervision system model in
e-commerce transactions
• The Establishment of collaborative and
systematic management to accelerate the
implementation of e-commerce roadmap
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It must be noted that digital economy policy and regulations have been reactionary in Indonesia and often have not been
able to fully justify the pace of innovation in the industry. However, both OJK and the ministry are trying to create a level
playing field for the start-ups in the country.

TABLE 27: KEY SUCCESS FACTORS FOR DIGITAL ECONOMY OF INDONESIA
• Quick and responsive policymaking, responding to emerging start-up eco-system, which is considered the
growth driver for Indonesian economy in the next decade

INDIA-STACK EXAMPLE SHOWS
THAT INTEGRATED DIGITAL
POLICIES HELP DELIVER HOLISTIC
IMPACT ON DEVELOPMENT OF
DIGITAL ECONOMY

• India-stack is a wonderful example of how
different aspects of digital policies are carefully
intertwined through policy level, intervention
level and regulatory level nudges, so that the
goal of digital economy may be fully realized.
Inter-ministerial and strategic cooperation, therefore,
can be a lesson for bangladesh. Since the country
currently have most, if not all, the pieces of the
india-stack like puzzle (e.G. Zero balance account,
e-kyc based accounts, mfs and agent banking,
network coverage), the government need to carefully
bind them together towards creating a similar
“bangla-stack” like intervention

OBJECTIVES OF DIGITAL ECONOMY
STRATEGY SHOULD BE TO ENABLE
MAXIMUM NUMBER OF
PARTICIPANTS IN THE DIGITAL
ECONOMY ECO-SYSTEM

• Pathways and business continuity growth
framework need to be created for the critical
private sectors of the economy, so that the
policy helps the entrepreneurs in realizing their
full potential in innovation. Business process
outsourcing, it based start-ups, fintech and
e-commerce sectors have very limited focused
policy intervention in bangladesh, which needs to be
nurtured through fair, non- patronizing and
well-planned strategies. The overall objectives
should be to enable maximum number of
participants in the digital economy eco-system
without creating any intentional or unintentional
market barriers

NATIONAL PORTALS WILL BE
HELPFUL IN DELIVERING SKILLS
TRAINING FOR DIGITAL ECONOMY

• Digital skill building is an utmost necessity for
the industry to grow. Through the national portals
focused on virtual learning and skill building, the
government may design and disseminate training on
skills required for the digital economy domains to the
youth of bangladesh

USE CASE AND OUTREACH
OF INITIATIVES AS
IMPORTANT AS DIGITAL
INFRASTRUCTURE

• Dgital economy cannot grow only based on
digital infrastructure. In absence of strong use
cases, outreach of the initiatives remains low. Social
benefit transfers through digital mediums and bank
accounts are considered a tested conduit that keeps
the digital payment eco-system well liquidated for
success. Currently, Government of Bangladesh pays
over BDT84 billion per year through more than 125
social benefits to the citizen. As a policy initiative,
these payments may be moved beyond the current
plan of a2i based payments, so that the need for
physical payment and documentation can be
completely overturned

• Strict consumer protection and privacy guidelines for the digital sector.
• Cash-subsidy for all government benefit programmes, which are linked to bank accounts, making sure
digital money is available across the country
• Allowing non-bank players in the digital finance market, within strict regulatory regime

5.8
KEY TAKEAWAYS
FOR BANGLADESH
FROM INDIA AND
INDONESIA
DIGITAL STORY
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Lessons from the two models of digital
economy policies in india and indonesia are
quite different in their approach. While
government initiatives around India-Stack,
Start-up and other intervention areas have
created the pathway and framework for private
sector innovations in India, the government of
Indonesia has responded to the private sector
developments through supporting and
sustaining regulations and policies. However,
both the governments are similar in their
acknowledgement of the role of private sector in
rapid and scalable development of digital
economy of their respective nations. As detailed
in section 1, digital economy policy paradigm in
Bangladesh is uniquely different in this aspect.
Apart from the mobile financial services
regulation in 2009, most of the digital economy
regulations, plans and policies of Government of
Bangladesh tend to lean towards social sector
participation with limited scope and
acknowledgement of private sector innovations.
Outreach and growth in digital economy,
however, works on the competitive pace of
innovation of the private sector world-wide.
Some learning, for Bangladesh in terms of
digital economy polices and regulation,
therefore, can be:
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IN INDIA, THE E-PROCUREMENT SYSTEM
HAS ENSURED THAT MORE THAN 30%
OF THE GOVERNMENT CONTRACTS ARE
ISSUED TO THE MSME SECTOR

• Msmes across the globe benefit the most
in a digital economy through fair and
transparent government procurement
systems. In India, the e- procurement
system has ensured that more than 30% of
the government contracts are issued to the
MSME sector. The government of
Bangladesh may focus on mandatory and
efficient management of the digital
procurement system with qualified quota for
MSME suppliers

BANKING GUIDELINES IN BANGLADESH,
STILL RELY HEAVILY ON PERSONAL
TOUCH AND PHYSICAL
DOCUMENTATION, WHICH RESTRICTS
THE OUTREACH TO A LIMITED URBAN
POPULATION

• Globally, wallet-based banking is limited
to e- commerce and small merchant
payments now with agent banking and
digital banking taking over. Mobile
Financial Services have developed and grew
dominantly in the last decade in Bangladesh.
However, the banking guidelines in
Bangladesh, still rely heavily on personal
touch and physical documentation, which
restricts the outreach to a limited urban
population. For massive banking penetration,
the Government may innovate on alternate
payment systems directly from Bank
accounts with e-KYC based account opening
and authentication

CONSUMPTION COST OF DATA AND
MOBILE TELEPHONY IS STILL
COSTLY IN BANGLADESH WHICH
REQUIRES EASING OF TARIFF

• Digital economy strives on low-cost
high-speed data and mobile connectivity.
Although availability of network is
ascertained, consumption cost of data and
mobile telephony is still costly in Bangladesh.
The government might intervene to ease the
tariff on these fundamental building blocks of
digital economy
• Urban transport is usually a fast adoption
domain for digital use cases. The
government might intervene to create
conduits towards smart city and smart transit
solutions, so that consumers of public
transport can pay for their tickets easily
through the digital payment’s mechanisms
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5.9
RECOMMENDATIONS
FOR A STRONGER
DIGITAL ECONOMY
IN BANGLADESH
Learning from the experience of India and Indonesia, and to a large extend responding to the emerging
themes in Bangladesh’s digital agenda, some of the policy measures may immediately be though about
for digital governance and digital entrepreneurship in Bangladesh.

THE COMPREHENSIVE RECOMMENDATIONS ARE MENTIONED BELOW.

PUBLICLY MONITORED AND PRIVACY
PROTECTED DIGITAL IDENTITY
DATABASE OF SMART NID, WHICH
SHOULD BE ACCESSIBLE FOR
AUTHENTICATION OF FINANCIAL AND
NON- FINANCIAL TRANSACTIONS WILL
BE KEY TO FULLY LEVERAGE DIGITAL
IDENTITY
THE DIGITAL IDENTITY AND BIOMETRIC
INFORMATION MUST BE SANCTIONED
FOR E- KYC AUTHENTICATION FOR
FINANCIAL AND NON-FINANCIAL USES
THROUGH PROPER LEGAL AUTHORITIES
AND LEGISLATION

Universalize Digital Identity to be used as
a conduit for digital inclusion. As seen
from the Indian experience, universal nature
of Aadhar and development of systems and
processes linked to the biometric identity may
open the key to digital inclusion. In
Bangladesh, although initiative for Smart NID
has started for a few years now, the spread
and use cases for the same are limited. If the
digital identity (Smart NID) opportunity is to
be fully leveraged, the government may
create and manage a secure publicly
monitored and privacy protected digital
identity database of Smart NID, which should
be accessible for authentication of
transactions, both financial and non-financial.
Create legal pathway for Digital Identity
based authentication for universal use.
The digital identity and biometric information
must be sanctioned for e-KYC authentication
for financial and non-financial uses through
proper legal authorities and legislation. In
absence of such legal authentication, the
digital identity may remain teethless with
limited uses.
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BANGLADESH BANK MAY
PROMOTE BANKBASED
MOBILE FINANCE, SO THAT
THE CITIZENS, ACROSS THE
COUNTRY, CAN TRANSACT
DIRECTLY FROM THEIR BANK
ACCOUNTS, THROUGH THEIR
MOBILE PHONES FOR ALL
FINANCIAL SERVICES
WITHOUT THE NEED TO VISIT
EVEN THE AGENT
LOCATIONS

Promote Bank-based payments and digital
finance for greater inclusion. Although MFS
has contributed towards creating the first wave
of digital financial inclusion in Bangladesh, the
global trend is shifting towards bank-based
matured payment paradigm, which enables
depth of financial inclusion. The transaction
restriction on MFS services notwithstanding,
Bangladesh Bank may promote bank-based
mobile finance, so that the citizen, across the
country, can transact directly from their bank
accounts, through their mobile phones for all
financial services- savings, credit, insurance,
pension, payments- without the need to visit
even the agent locations. The cashless digital
economy can be attained if and only if the
need for cash withdrawal is made redundant.
As seen in Indonesia’s case, regulation around
consumer protection and data privacy issues of
B2C digital services will help build confidence
of the population. Such an eco-system can be
created only through the e-KYC based fully
operational inter-operable bank accounts, and
not restrictive use MFS. To attain such status,
the necessary policy steps are:
• To ensure universal bank accounts eligible
for e-KYC based authentication and
transaction across the country
• Inter-operable real-time low-cost payment
platforms through the existing NPSB platform
or a dedicated entity that implements
universal ID based inter-operable payment
platform to be followed by all Banks and
NBFIs
• Lowest cost small value account linked
payment platform (similar to AePS in India),
through QR and Virtual Payment Addresses
• Licensing of all possible entities (e.g.,
MNO/telecoms, Fintechs, NBFIs) to
participate in the digital finance programme,
without prejudice and restriction
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DIGITAL HARDWARE
MANUFACTURING INDUSTRY
CAPITALIZATION NORMS ARE CLOSE
TO OTHER LARGE-SCALE
MANUFACTURING UNITS, WHICH IS A
COUNTER-EFFICIENT APPROACH
EASING CAPITALIZATION AND
LICENSING NORMS FOR HARDWARE
MANUFACTURING AND E-COMMERCE
AND CREATING PULL THROUGH FDI
WILL BE IMPORTANT TO ENSURE
SMES CAN ACTIVELY PARTICIPATE IN
THE CREATION OF DIGITAL ECONOMY
FOR BANGLADESH

Ease capitalization and licensing norms for the
MSMEs to ensure overall development of Start-up
and IT/ITeS industry. IT and ITeS industries,
especially software development, hardware
development, business process out-sourcing (BPO)
and e-commerce are globally led by small scale
entrepreneurs focused on business innovation and
efficient cost control. In Bangladesh, however, these
sectors are still treated as sub-sectors of their physical
counterparts. For example, hardware manufacturing
industry capitalization norms are close to other
large-scale manufacturing units, which is a
counter-efficient approach. E-commerce sector
licensing and capitalization norms are also close to a
retail business, resulting in huge number of Facebook
and mCommerce entrepreneurs, which are not counted
as part of the formal economy. The government may
ease capitalization and licensing norms for these
sectors, so that MSME sector can actively participate in
the creation of digital economy for Bangladesh.
Creating opportunities for SMEs also require market
pull from large or lead firms operating in the sectors
and/or in the broader ecosystem. In this regard it is
critical to ease polices on FDI in digital economy. The
Make in India programme has favored not only
domestic manufacturer of smartphones, but also the
foreign players, if they open manufacturing units in
India, creating value chain opportunity for MSMEs.

IMPACT OF THE 3G AND
4G NETWORK WILL HEAVILY DEPEND
ON THE PENETRATION
OF SMARTPHONES ACROSS
THE RURAL AND LOW-INCOME
POPULATION, WHICH REQUIRES
SMARTPHONE TAXES
TO GO DOWN

Create Digital Economy Friendly Tax and tariff
regimes. Along with MSME integration, the import
duties and GST norms for hardware, smartphones and
e-commerce may be eased, so that the sector attains
its propitious future. High import duties on
smartphones, for example, is increasing the cost of
such devices which are necessary for digital economy
integration for the vast population still relying on feature
phone. Impact of the 3G and 4G network will heavily
depend on the penetration of smartphones across the
rural and low-income population, who still cannot afford
smartphones due to high cost. If the government
focuses on domestic development of such devices,
import duties on hardware must be eased and focus
must be brought for small scale smartphone
manufacturers. The Start-up India program has not only
reduced tax burden of start-ups, but has created
infrastructure for easy licensing, innovation and legal
processes. Tax incentive to Indonesian investors in the
start-up eco-system has promoted them to focus on the
sector.
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FAVORABLE TAX REGIME FOR
START-UPS, VAT RELAXATION AND
UNIFORMITY, AND UPDATING THE
FOREIGN EXCHANGE REGULATIONS
ACT, 1947 FOR START-UP
INVESTMENTS WILL IMPROVE THE
BUSINESS ENVIRONMENT FOR THE
START- UPS
NECESSARY REFORMS IN LABOR
RELATED LAWS WILL HELP IDENTIFY
AND INTEGRATE ONLINE GIG
ECONOMY PLAYERS INTO THE
FORMAL ECONOMY, SO THAT THEIR
EMPLOYEE RIGHTS ARE PROTECTED
AND THE SECTOR ATTRACTS
SKILLFUL MANPOWER

Start-up friendly policies on tax reforms and
investor orientation is a must for the sector. The
start-up investment domain is still in its infancy in
Bangladesh. To attract foreign and domestic
investors towards the start-up sector, the
government may create fund-of- funds and facilitate
investor dialogues and engagements, so that local
start-ups realize their full potential. Favorable tax
regime for start-ups, VAT relaxation and uniformity,
and updating the Foreign Exchange Regulations Act,
1947 for start-up investments are areas that can
contribute towards ease of doing business for the
start-ups. In India, policies on government
procurement favoring MSME suppliers through
eProcurement system played an important role in
augmenting market opportunities for startups.
Recognition of online workers through labour
law reforms may create formal pathway for
integration and attracting skills. Bangladesh is
considered one of the leading countries of online
workers, who are employed independently in the
“gig-economy”. Absence of proper labor law for
these online workers hinders the scope of their
employee right protection and also limits
attractiveness of the sector for skilled manpower.
UK, for example, has sanctioned legal “employee”
status to the gig economy workers, with the objective
to formalize and strengthen this sector. The
Government of Bangladesh, may also identify and
integrate these online gig economy players into the
formal economy, so that their employee rights are
protected and the sector attracts skillful manpower
that are shying away from these works for now.
Focused skill building for digital technologies
and soft technologies will improve the scope for
BPO industry. As part of the government of
Bangladesh’s skill-building initiatives, communication
and IT skills must be prioritized so that the youth of
the country are future ready for digital economy
participation. Virtual training and private-publicpartnerships in digital skill training is a pre-condition
for creating the future manpower.In this regard,
Bangladesh can consider the example of India’s
digital economy strengthening initiatives leveraging
the Skill India programme that has focused on key
industry required skill development programmes .
Some necessary skills and training are:
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• Computer Programming Skills: Much like
India, where private players are promoted to
integrate computer programming skills with
school curriculum for the young, so that the
youth of Bangladesh grow up to participate
and contribute to the digital economy

ONE SIDE OF THE SKILLS
SPECTRUM IS DEEP TECH
SKILLS AND ON THE OTHER
SIDE IS THE DIGITAL LITERACY
REQUIRED FOR GREATER
UPTAKE OF SERVICES

• Communication Skills: The BPO industry
stives on verbal and written communication
skills of the employees in English or major
international languages
• Business Skills: The start-up eco-system
will grow only when the participating youth
can attract international and sophisticated
investors through business communication,
strategic insights, and business
management capabilities. Currently, there is
a dearth of such skills in the Bangladesh
market, which may be addressed through
training across business schools and
colleges
• Hardware Skills: Development of domestic
smartphone and hardware will depend on
the excellence of domestic manpower in
these skills, which is currently limited in
Bangladesh. The government may design
and inspire private players to provide such
skills at all stages of the society, so that the
MSME hardware industry can proliferate
• Deep Tech Skills: To address the
emerging technology need, the government
must educate the youth, either as part of
formal curriculum or separate skill building
programme, on deep tech requirements like
Machine Learning, Artificial Intelligence and
Distributed Ledger Technology, which are
ushering in as new paradigms of digital
economies
• Digital Literacy: User level digital literacy
must be ensured across the population, so
that adoption and use of the same, in a safe
and secure manner, becomes part of the life
and livelihood of the entire population
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TABLE 28: SUMMARY OF RECOMMENDATIONS FOR
DIGITAL ECONOMY IN BANGLADESH
RECOMMENDATIONS

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

1. Scale up the Smart NID
infrastructure and aligning the
same with bank accounts and
government services

Universalize digital
identity be used as a
conduit
for digital inclusion

LEAD AGENCY
ICT Division

SUPPORTING AGENCIES
Ministry of Finance,
Bangladesh Bank, Ministry
of Commerce, Computer
Council Cert - Bangladesh

TIMELINE

2-3 Years

2. Enactment of Data
Inter-operability law

2 Years

3. Enactment of Data protection
and privacy Law for Consumer
and data protection assurance

2-3 Years

4. Inter-agecny working group for
appropriate design and roadmap
of universal digital ID

1 Year

5. Legal sanction for universal
identity based e-KYC

1-2 Years

6. Develop a Digital Financial
Inclusion Policy

2 Years

Create legal
pathway for digital
identity based
authentication for
universal use

1. Legislating the universal ID.

Promote bank-based
payments and digital
finance for greater
inclusion by

1. Create regulations
for e-KYC based bank
accounts
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RECOMMENDATIONS

ICT Division

Bangladesh
Bank

NBR
2. Reduction of taxes on DFS
prouducts such as POS, cards etc.

Modernizing policy
and regulatory
framework for
supporting greater
digital economy
investments and
entrepreneurship for
msmes in the start-up
and IT/ITeS sector

1-2 Years
MoF

1. Fast roll out of the draft ‘Made
in Bangladesh Policy’ for local
manufacturing of digital devises
for local and export markets. The
policy must be conducive for
attracting FDI and technology
transfer

4. E-procurement portal, already
available in Bangladesh, may be
scaled up to include all
government purchases, across
ministries, to be routed through a
transparent mechanism providing
opportunities for SMEs in digital
economy procurement
Create digital
economy friendly tax
and tariff regimes for
hardware and
software import,
income tax and
VAT/GST

POSSIBLE
GOVERNMEN DIVISION

SUPPORTING
AGENCIES

ICT Division,
Ministry of Commerce,
Bangladesh Bank

1. Revision of taxes to
decrease internet prices
2. Reduction of taxes on
smart phone imports.
3. Reduce import duties on
critical software and hardware
resources, e.g., firewall, and
mobile network/internet
infrastructure

TIMELINE

1 Year

1 Year

2. Relax capitalization and
licensing norms SMEs to
participate in Digital Economy
3. Enactment of regulations
for alternate MSME
credit rating system

Ministry of Legal
Affairs

MoF

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

2 Years

Bangladesh Bank

3-4 Years
Ministry of Planning
/CPTU

National Board
of Revenue

Ministry of
Commerce,
Ministry of
Finance

1-2 Years

1-2 Years

2 Years
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RECOMMENDATIONS
Start-up friendly
policies through
investor dialogues,
investment policies,
funds of funds and
relaxed tax regime
for start-ups

Recognition of
online workers may
create formal
pathway for
integration and
attracting skills

Focused skill
building for digital
technologies and
soft technologies will
improve the scope
for BPO industry

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

1. Introduction of national Policy
on Start-up for eco-system and
investment growth

POSSIBLE
GOVERNMEN DIVISION

SUPPORTING
AGENCIES

TIMELINE
2 Years

ICT Division,
National Board of
Revenue, Start-up
Bangladesh, BIDA

2. Update National Broadband
Policy 2009

2 Years

3. Update Digital Commerce
Policy 2018

2-3 Years

4. Enactment of regulations
for alternate MSME credit
rating system

2 Years

1. Reform of the Labor Law

Ministry of Labour
Welfare

2 Years

1. Develop a Digital Education
Policy including Deep-tech AI
and other 4IR aspects

ICT Division

2. Develop Digital literacy
(minimum app usage
health, education, and agri) in
segments with low literacy
3. Upgradation of Intellectual
Property Rights (IPR)
4. Introduction of national
Skills Registry Policy

Bangladesh
Computer
Council
BGMEA,
DCCI,
MCCI, BASIS
etc.

FIGURE 65: FDI OPPORTUNITIES IN DIGITAL ECONOMY: SOME KEY INSIGHTS ON SOURCES,
OPPORTUNITIES, AND REFORMS

POTENTIAL
SOURCE OF

FDI

Norway

Japan

Singapore

Korea

Netherlands

UK

USA

DFIs such as IFC, FMO

AREAS IN THE SECTORS WITH
HIGH-POTENTIAL FOR FDI
E-commerce
Digital Financial Service (Infra and Platforms)
Venture Capital
ITES/BPO
Digital Skills Building
Digital Device Manufacturing

2-3Years

3 Years

2 Years
2-3 Years

POLICY REFORMS THAT WILL BENEFIT FDI
Expeditious role out of the draft 'Made in
Bangladesh Policy' for local manufacturing of digital
devises for local and export markets. The policy
must be conducive for attracting FDI and
technology transfer.

Update Digital Commerce Policy 2018.

Enactment of data protection and privacy Law
Consumer and data protection assurance.

Upgradation on Intellectual Property Right (IPR).

Reduction of taxes on DFS products such as POS,
cards etc.
Revision of taxes to decrease internet prices.

Develop Digital literacy (minimum app usage
health, education and agri) in segments with low
literacy.
Predictability of the policy framework.
Simplifying repatriation and exit options
under FERA 1947.

Reduction of taxes on smart phone imports.
Introduction of national policy on Start-up for
eco-system and investment growth.
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GREEN FINANCE
FOCUS AREA 3:
GREEN FINANCE IN BANGLADESH AND BENCHMARKING
WITH GLOBAL EXPERIENCE

CHAPTER AT A GLANCE
Key Sector Features and Outlook
• Globally, the green bond market could be worth $2.36 trillion by 2023
• Shift to greener economy could create 24 million new jobs globally by 2030. Climate Investment opportunities
globally is $23 trillion
• According to UNFCCC, annual loss could be 2% and 9.4% of GDP by 2050 and 2100, respectively
• IFC estimates a total climate-smart investment opportunity of $172 billion in Bangladesh from 2018 to 2030
• $3.2b potential in Renweable Energy, created by the government’s pledge to generate 10 percent of its energy from
renewable sources by 2020, and 100 percent by 2050
• $118 b in Green Buildings arising from its emphasis on energy efficiency in buildings and annual addition of
500,000 urban and 3.5 million rural houses to bridge an annual shortfall of 5 million homes
• $23.7b in transport infrastructure
• $4b in solid waste management, to bring collection up to 80 percent in 2030
• $9.1b climate-smart agriculture
• BB has mandated and minimum annual target of direct green finance at 5% of the total loan disbursement,
and formed a Climate Risk Fund with at least 10% of FIs’ Corporate Social Responsibility fund allocated to this

What Successful Countries Did to Build a Strong Green Finance Sector
• Investment in a wide range of assets, including renewable energy projects, water treatment plants, recycling facilities
and mass transit
• Green finance zones, where financial institutions receive a variety of incentives to fund clean and low- carbon industries.
• Green Finance Bonds, issued by Government, sold by commercial banks and non-financial
entities can facilitate growth of the market
• UK, Denmark, Finland are some of the countries which have set up specific green finance institutions
• Brazil, China, Lebanon offer good examples of incentives towards green finance
• 13th Five year Plan of China Targeted $230 billion investment in clean energy and another $230 billion in green buildings

Areas Requiring Further Attention
• Monitoring authorities for green projects in Bangladesh
• Fiduciary capability within the government institutions
• Capacity of banks and financial institutions to manage green projects
• Small-scale local green entrepreneurs find it difficult to prove their creditworthiness
• Green Projects involve new technology that has not been used much before,
generating risks for businesses
• Ensure clear definition and pragmatic coverage of Green Finance in the Green
Taxonomy of Bangladesh Bank

Key Policy Reforms to Garner Local and Foreign Investmens
• Clear Definition and pragmatic coverage of of Green Finance in the Green
Taxonomy of Bangladesh Bank
• Establish preferential treatment for green assets through tax incentives,
reduced import duties for green technology and preferable treatment of green
assets for collateralization
• Preference for green technologies in government procurement
• Reduce and exempt the tax on the returns on investment in green bonds to
support the investment in green bonds and the development of the green bond market
• Develop appropriate listing rules for corporate debt /bonds
• Rationalize the stamp duty required on notional value of bond issuance,
which makes it expensive to issue in comparison to bank lending
• Reform regulations that guide /constrain investment of insurance and
pension funds in bonds

IMPORTANCE
OF GREEN
FINANCE
SECTOR
Globally, the green bond market could be
worth $2.36 trillion by 2023 and a shift to
greener economy could create 24 million new
jobs globally by 2030. Climate Investment
opportunities globally is $23 trillion and $172
billion in Bangladesh between now and 2030.
Bangladesh is one of the most climate
vulnerable countries of the world requiring
sincere efforts in sustainable and green
financing.
According to UNFCCC, Bangladesh will
be burdened with significant losses if the
situation remains unchanged and it is
estimated that the annual loss would be
2% and 9.4% of GDP by 2050 and 2100,
respectively.

FIGURE 66: KEY TAKEAWAYS FOR BANGLADESH FROM
THE COUNTRY CASE STUDIES (CHINA & ETHIOPIA)

Promote and incentivize
investment in a wide range of
assets, including renewable
energy projects, water treatment
plants, recycling facilities and
mass transit

Create green finance
zones, where financial
institutions receive a
variety of incentives to
fund clean and
low-carbon industries

Government issued Green
Finance Bonds, sold by
commercial banks and
non-financial entities for
funding solar, wind and other
clean energy projects can
facilitate growth of the market

6.1
BACKGROUND OF
GREEN FINANCE
IN BANGLADESH
6.1.1 CLIMATE RISKS MAKE THE SUSTAINABLE
FINANCING AGENDA CRITICAL
A PERSISTENT INCREASE IN
AVERAGE GLOBAL
TEMPERATURE BY 0.04 DEGREES
CELSIUS PER YEAR, BARRING
MAJOR POLICY BREAKTHROUGHS,
IS SET TO REDUCE WORLD REAL
GDP PER CAPITA BY 7.22% BY 2100
THE U.S. IS EXPECTED TO SEE ITS
GDP PER CAPITA DECLINE BY 10.5%,
CHINA’S BY 4.3% AND THE
EUROPEAN UNION’S BY 4.6% OVER
THE NEXT 81 YEARS AS A RESULT
OF TEMPERATURE FLUCTUATION
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With acceleration of climate change risks,
sustainability of business has taken a center
stage globally. It is estimated that a persistent
increase in average global temperature by 0.04
degrees celsius per year, barring major policy
breakthroughs, is set to reduce world
real GDP per capita by 7.22% by 2100. The
U.S. Is expected to see its GDP per capita
decline by 10.5%, China’s by 4.3% and the
European Union’s by 4.6% over the next 81
years as a result of temperature fluctuations.
such drastic impact of climate change is set to
threaten the bottom line of businesses across
the globe detrimentally. The frequency and
intensity of extreme weather can damage
factories, supply chain operations and
their infrastructure, and disrupt transport, while
droughts may make water more expensive
affecting the cost of raw materials and
production.

GLOBAL LOSS OF FOOD
PRODUCTION BY 10%-25%. DUE
TO CLIMATE CHANGE, THE
DEMAND FOR RESOURCES
WILL FAR OVERWHELM
SUPPLY, PUSHING MORE THAN
100 MILLION PEOPLE FALL
BELOW POVERTY LINE BY 2030

Climate volatility may force companies to deal with
uncertainty in the price of resources for Production,
energy, transport and insurance. Coupled with a global loss
of food production by 10%-25%, due to climate change, the
demand for resources will far overwhelm supply, pushing more
than 100 million people fall below poverty line by 2030. To limit
the impact of climate change and prepare the economies for
future uncertainties, climate change has been on the g20
agenda ever since its first summit in 2008. These programmes
encourage financial and non-financial firms to embed
environmental considerations into their financing. Major
flagship programmes like principles for responsible investment
(pri), equator principles (ep) for financial institutions and united
nation’s environment programme (unep). With the paris
agreement signed, the role and focus on green finance has
increased
Manifold.

NEW FINANCIAL
INSTRUMENTS
SUCH AS GREEN BONDS,
CARBON MARKET
INSTRUMENTS (e.g., CARBON
TAX), AND NEW FINANCIAL
INSTITUTIONS (E.G. GREEN
BANKS AND GREEN
FUNDS) TOGETHER
CONSTITUTE GREEN
FINANCE

Green Finance is the common term used to denote specific
group of financial instruments that responds to climate smart
technology requirements. Rapid economic development, across
industrial revolution and growth in the past two centuries, have
been achieved at the cost of environment. To protect and
substantially improve the environment in the wake of climate
change risks, nations around the world have been increasingly
focusing on the use of eco-friendly technologies. However, it
requires appropriate incentive structure for increased allocation of
funds towards setting up or adopting environmentally sustainable
projects. Once funds are freed from the conventional industries and
are channeled into the green and environment friendly sectors,
other resources including land and labour may also follow. To
achieve these objectives, targeted policies have been formed in
major countries involving all stakeholders of economic growth,
including corporates, governments and central banks.
Green Finance refers to the financial arrangements that are
specific to the use for projects that are environmentally
sustainable or projects that adopt the aspects of climate
change. Environmentally sustainable projects include the
production of energy from renewable sources like solar, wind,
biogas, clean transportation that involves lower greenhouse gas
emission, energy efficient projects like green building and smart
cities, waste management that includes recycling, efficient disposal
and conversion to energy, etc. In order to meet the financial needs
for these types of projects, new financial instruments such as green
bonds, carbon market instruments (e.g., carbon tax), and new
financial institutions (e.g. green banks and green funds) are being
established, which together constitute green finance. World
Economic Forum estimates that Globally, the green bond market
could be worth USD2.36 trillion by 2023 (WEF, 2019).
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Green Finance is becoming more prominent,
driven by the scale and urgency of the
challenge of financing sustainable
development. In 2015, governments across the
globe have adopted three major agreements that
set out their vision for the coming decades:

TABLE 29: HOW TO DEFINE GREEN FINANCE?
Green finance definitions across international institutions and standard setting bodies feature many similarities, including
obvious sectors such as renewable energy and green buildings, as well as differences regarding specific sectors such
as nuclear power, noise abatement, and carbon capture and storage, reflecting the country-specific nature of definitions.
International Institution/Standard
Setting Body

Focus of Green Finance definition

UN Framework Convention for
Climate Change

Green Finance contributes to low-emissions sustainable development and
increase climate-resilient sustainable development

Organization for Economic
Cooperation and Development
(OECD)

Green Finance is finance for “achieving economic growth while reducing
pollution and greenhouse gas emissions, minimizing waste and improving
efficiency in the use of natural resources

G20 Green Finance Study Group

Financing of investments that provide environmental benefits in the broader
context of environmentally sustainable development. These environmental
benefits include, for example, reductions in air, water and land pollution,
reductions in greenhouse gas (GHG) emissions, improved energy efficiency
while utilizing existing natural resources, as well as mitigation of and
adaptation to climate change and their co-benefits

European Banking Federation

Green finance includes, but is not limited to:
a. Environmental aspects (pollution, greenhouse gas emissions,
biodiversity, water or air quality issues)
b. Climate change-related aspects (energy efficiency, renewable energies,
prevention and mitigation of climate change connected severe events)

People’s Bank of China
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Green finance policy refers to a series of policy and institutional
arrangements to attract private capital investments into green industries
such as environmental protection, energy conservation and clean energy
through financial services – including lending, private equity funds, bonds,
shares and insurance

• A new set of 17 Sustainable Development
Goals (SDGs), the Paris Agreement on climate
change and the ‘financing for development’
package. Finance is central to realizing all
three agreements – and these now need to be
translated into practical steps suited to each
country’s circumstances
• Sustainable Energy for All estimates that
annual global investments in energy will need
to scale up from roughly USD400 billion in
2015 to USD 1-1.25 trillion within next decade

FOR SDGS, AN ANNUAL
INVESTMENT GAP OF
USD 2.5 TRILLION EXISTS IN
AREAS SUCH AS
INFRASTRUCTURE, CLEAN
ENERGY, WATER AND
SANITATION, AND AGRICULTURE

• Overall, USD 5-7 trillion a year will be needed
to implement the SDGs globally. Developing
countries are estimated to face an annual
investment gap of USD 2.5 trillion in areas
such as infrastructure, clean energy, water and
sanitation, and agriculture
In addition to funding from international sources
to fulfill these agenda, countries were asked to
do the most they can with domestic policy reform
and resource mobilization for climate resilient
financing and ecosystem. In the wake of these
developments, challenge for financial systems
have become twofold: to mobilize finance for
specific sustainable development priorities and
to mainstream sustainable development
factors across financial decision-making.
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6.1.2 GREEN FINANCE AGENDA ACROSS THE GLOBE: EARLY STAGE
BUT EVOLVING FAST
FOUR SEGMENTS OF POLICY
FRAMEWORK FOR GREEN FINANCE:
I) SUSTAINABILITY DISCLOSURE
II) DIRECTED AND CONCESSIONAL
LENDING FOR GREEN FINANCE
III) PRUDENTIAL GUIDELINES FOR
GREEN FINANCE
IV) ESTABLISHMENT OF GREEN
FINANCE INSTITUTIONS

AS OF JUNE 2020, 60 PERCENT
OF THE WORLD’S 100 LARGEST
PUBLIC COMPANIES COMMITTED
SUPPORTING THE TCFD
RECOMMENDATION
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The policy framework across the globe
around Green Finance can be broadly
categorized into four segments Sustainability disclosure, directed and
concessional lending for green finance,
prudential guidelines for green finance, and
establishment of green finance institutions.
In the sustainability disclosure by financial
and non-financial companies, companies are
asked to periodically report their exposure to
the esg related risks from their operations.
Such disclosures have picked up following the
thrust given by G20 by encouraging a voluntary
adoption by corporates of the recommendations
of the Task Force on Climate-related Financial
Disclosures (TCFD). As of June 2020, 60 per
cent of the world’s 100 largest public companies
committed supporting the TCFD
recommendation.
The leading stock exchanges, financial
market regulators and the ministries dealing
with the corporate affairs in China (2008),
Hong kong (2012), UK (2012), India (2012),
the Philippines (2013), Vietnam (2013),
Singapore (2016) were among the nations to
implement the framework for disclosure of
ESG-related risks by the listed companies in
their jurisdiction. Bangladesh has
mandated annual reporting of Corporate Social
Responsibilities (CSR) undertaken by the
commercial banks in 2008 and has incentivized
systematic environmental risk analysis as part of
the credit appraisal by the banks in 2011 with
the extension of the norm to Non-Banking
Financial Institutions (NBFIs) in 2013, and
further included assessment of social risks in
2017. Bangladesh has also released a uniform
risk reporting format for the banks as early as
2013. The Energy Transition for Green Growth
Law passed by France in 2015 mandates the
asset owners and managers to report on how
physical and transition risks impact their
activities and assets. This policy aims to link
disclosures to the broader efforts to
de-carbonize the energy sector in France.

Directed and concessional lending is practiced in several countries for boosting green finance. For example, a
‘revolving fund’ of USD26mn was set up under the green re-financing scheme in Bangladesh in 2009 to disburse low
interest loans to over 50 renewable energy and green industries. Further, an additional fund of USD 200mn was set up for
the leather-textile industry for switching to green technology in 2016. Since 2015, Bangladesh has also mandated the
commercial banks to allocate at least 5 per cent of their lending to the renewable energy sector and other green
technologies.

BRAZIL, CHINA, LEBANON
OFFER GOOD EXAMPLES
OF INCENTIVES TOWARDS
GREEN FINANCE

Micro and macro-prudential regulations of
financial and non-financial institutions guide
and mandates stakeholders towards
environmentally sustainable practices. In
2006, China has introduced credit restriction to
the companies based on their environmental
compliances. Lebanon has implemented the
policy of differential reserve requirement for the
commercial banks in 2010, wherein the banks
with larger share of green projects in their loan
portfolio are required to hold less reserves. In
2011, Brazil has embedded environmental
considerations into the banks’ internal process
of capital adequacy assessment by considering
lending exposure to the projects containing
environmental and social risks. Eventually, the
central bank of Brazil has mandated the banks
to outline their risk assessment methods and
exposure to social and environmental damages
into their annual reports in 2017.

UK, DENMARK, FINLAND ARE
SOME OF THE COUNTRIES WHICH
HAVE SET UP SPECIFIC GREEN
FINANCE INSTITUTIONS

Establishment of specific green finance
institutions is also practiced by many of the
countries sincere about green financing. The
UK Green Investment Bank plc, a GBP 3 billion
(USD 3.9 bn) institution, fully owned by the UK
government, was established in 2012. Since
2013, Nordic Countries have formed alliances of
local and regional governments which issued
bonds in the financial market and distributed the
proceeds to its sub-national members
(Kommuninvest (Sweden), Kommunalbanken
and KLP Kommunekreditt AS (Norway),
KommuneKredit (Denmark), and MuniFin
(Finland)) (Nassiry, 2018). Asian Development
Bank and United States Agency for International
Development (USAID) also provide partial credit
and bond guarantees to the partner banks and
countries in their respective jurisdiction for green
finance.

245

Developing countries are often leading in
seeking to align financial market
developments with sustainable
development. For example, Brazil has
launched the BOVESPA Stock Exchange’s
Corporate Sustainability Index (ISE) in 2005. In
2011, the Banco Central do Brasil (BACEN) was
the world’s first banking regulator to request
banks to monitor environmental risks as part of
the implementation of Basel III’s Internal Review
for Capital Adequacy. Building on a voluntary
Green Protocol from the banking sector and
considerable dialogue in 2014, BACEN has
introduced requirements for all banks to
establish socio-environmental risk
systems based on the principles of relevance
and proportionately. The Brazilian Insurance
Confederation and Brazilian insurers have also
produced sustainability goals for their entire
insurance market.

EXAMPLES OF GLOBAL DEVELOPMENTS
IN GREEN FINANCE
• GREEN FINANCE SPECIFIC BANK: UK
HAS ESTABLISHED GREEN INVESTMENT
BANK; CHINA ALSO HAS SIMILAR
INITIATIVE PLANNED
• STOCK EXCHANGE SUSTAINABILITY:
BRAZIL HAS LAUNCHED THE BOVESPA
STOCK EXCHANGE’S CORPORATE
SUSTAINABILITY INDEX (ISE)
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China’s Banking Regulatory Commission began
in 2007 by developing Green Credit Guidelines
that evolved from an initial principle-based
approach to a standardized, metrics-driven
performance assessment. The People’s Bank of
China established a Green Finance Task Force
resulting in 14 recommendations across four
broad themes: information flows, legal
frameworks, fiscal incentives, and institutional
design. Indonesia’s financial regulator OJK has
launched its Roadmap for Sustainable Finance,
the country’s first attempt to map out the
developments needed to advance sustainable
finance through 2019. The Roadmap covers
banking, capital markets and non-bank financial
services sector, and includes measures to
increase the supply of sustainable financing
through regulatory support and incentives,
targeted loans and guarantee schemes, green
lending models, green bonds, and a green
index.

TABLE 30: EXAMPLES OF GLOBAL DEVELOPMENTS IN GREEN FINANCE
•

Green Finance specific Bank: UK has established Green Investment Bank; China also has similar
initiative planned

•

Stock exchange sustainability: Brazil has launched the BOVESPA Stock Exchange’s Corporate
Sustainability Index (ISE)

•

The Colombian government and the representative association of Colombian banks (Asobancaria)
signed in 2012 the voluntary framework and guidelines (Green Protocol – Protocolo Verde)

•

The Kenya Bankers Association and the commercial banks in Kenya have developed a set of
universal principles to guide banks in balancing their immediate business goals with the
economy’s future priorities and socio-environmental concerns

•

Morocco’s Central Bank has committed to sustainable development as part of its formal strategy
and is taking its first steps in the field of green finance

•

Peru’s Superintendency of Banking, Insurance and Private Pension Fund Administrators (SBS)
launched

•

The Regulation for Social and Environmental Risk Management in March 2015 as a form of
‘Equator Principles Plus”

•

In March 2010, Egyptian Stock Exchange (EGX) became the first stock market in the MENA region
and second worldwide to launch an ESG index (S&P/EGX). Together with the regulator, it hosts an
annual event to promote the top-rated companies according to the ESG index criteria

BANGLADESH BANK IS
WIDELY RECOGNIZED
AS A PIONEER OF GREEN
BANKING IN ASIA

With development on Green financing
growing across the globe, Bangladesh has
become an important country for
consideration, not only due to its
vulnerability to climate change, but also due
to responses of the government in
promoting Green Finance. Bangladesh Bank
is widely recognized as a pioneer of green
banking in Asia. What started in 2008 with the
issuance of a circular on ‘Mainstreaming
Corporate Social Responsibility in Banks and
Financial Institutions in Bangladesh’ to introduce
caring for the greater good as a peripheral
component of banking, has evolved into an
essential feature of banking in Bangladesh over
the last decade. A number of guidelines and
circulars issued by Bangladesh Bank have
guided this transition. In this paper, we assess
these developments and benchmark the
development of Bangladesh’s initiatives with
peer countries, viz. China and Ethiopia.
Objective of the paper is to identify areas of
further policy developments, so that Bangladesh
can lead the global eco-system of Green
Finance in the decades to come.
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6.2
GREEN FINANCE
IN BANGLADESH
6.2.1 CONTEXT AND NEED FOR
GREEN FINANCING IN BANGLADESH
2

BANGLADESH’S CO EMISSIONS
PER CAPITA HAVE MORE
THAN DOUBLED FROM
0.2 TO 0.46 METRIC TONS OF
2
CO PER CAPITA BETWEEN
2000 AND 2016

ALMOST 75% OF BANGLADESH’S
TERRITORY LIES LESS THAN
10 M ABOVE SEA LEVEL,
AND MORE THAN 700
RIVERS RUN THROUGH
ITS TERRITORY, MAKING
IT HIGHLY VULNERABLE
TO CLIMATE CHANGE RISKS
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Bangladesh is one of the fastest-growing
economies in South Asia, aspiring to gain the
status of a middle-income country soon and has
been making great strides in terms of social,
economic, and technological transformation.
Between 2000 and 2017, the country has more than
tripled its per capita income (in USD) and more than
doubled it in terms of purchasing power parity in the
same period. It recorded a commendable gross
domestic product (GDP) growth rate of 7.86% in
2018.
Economic growth has increased industrialization
and mega projects in Bangladesh coming with a
price of environmental degradation. Bangladesh’s
CO2 emissions per capita have more than doubled
from 0.2 to 0.46 metric tons of CO2 per capita
between 2000 and 2016, although remaining very
low compared to the world’s average of 4.8t
CO2/capita. Bangladesh is responsible for less than
0.35% of global greenhouse gas emissions, which is
very insignificant compared to other developed and
developing countries.
Bangladesh is one of the most climate
vulnerable countries of the world requiring
sincere efforts in sustainable and green
financing. Bangladesh is a low-lying country that is
highly susceptible to climate change outcomes, such
as floods, draught, salinity, cyclones, and sea-level
rises. Almost 75% of its territory lies less than 10 m
above sea level, and more than 700 rivers run
through its territory, making it highly vulnerable to
climate change risks. Tens of millions of people in
Bangladesh are already at extreme risk from these
environmental hazards and continued exposure
leads to suffering, loss of potential, premature death,
and the onset of debilitating noncommunicable
diseases. In terms of financial damages, floods
come up as the most devastating disaster type
resulting in the loss more than USD 8.5 billion. The
adverse consequences of climate change outcomes
would be enormous for the densely populated
country of over 170 million inhabitants with 1,252
people per square kilometer. According to United
Nations Framework Convention on Climate Change
(UNFCCC), Bangladesh will be burdened with
significant losses if the situation remains unchanged
and it is estimated that the annual loss would be 2%
and 9.4% of GDP by 2050 and 2100, respectively.
Another report of the World Bank shows that about
5.3 million people from Bangladesh will be
vulnerable to the effects of climate change in 2050.

6.2.2 GREEN FINANCE POLICY INITIATIVES IN BANGLADESH
Bangladesh Bank (BB) has been an early mover in formulating policies and facilitating innovative schemes for
promoting green finance. Since 2011, the BB has developed several policies to promote sustainable finance. Environmental
Risk Management (ERM) Guidelines for Banks and Financial Institutions was issued in 2011, which required the banks and
financial institutions to conduct a preliminary review based on the due diligence checklists, and a detailed environmental review
prior to making investment decisions in projects. These guidelines were implemented in three main phases:
Additional support is offered by the BB through the publication of the ERM Guidelines, as well as Environmental Due-Diligence
Checklists, to enable commercial banks to appropriately assess risk and finance environmentally sensitive projects.

FIGURE 67: THREE PHASES FOR ESTABLISHING GREEN FINANCE IN BANGLADESH
Phase I

Phase II

Phase III

Policy Formulation and
Governance (Bangladesh Climate
Change Strategy and Action Plan)

Green Strategic Planning and
Environmental Policies (e.g.
Environmental ERM Guidelines)

Design and Introduction of
Innovative Products (e.g.
Green climate fund)

SINCE 2011, THE BB HAS DEVELOPED
SEVERAL POLICIES TO PROMOTE
SUSTAINABLE FINANCE:
I. ENVIRONMENTAL AND SOCIAL RISK
MANAGEMENT (ESRM) GUIDELINES FOR
BANKS AND FINANCIAL INSTITUTIONS
II. PUBLICATION OF THE ERM GUIDELINES
III. ENVIRONMENTAL DUE-DILIGENCE
CHECKLISTS
BB HAS MANDATED:
I. MINIMUM ANNUAL TARGET OF DIRECT
GREEN FINANCE AT 5% OF THE TOTAL
LOAN DISBURSEMENT
II. FORMATION A CLIMATE RISK FUND WITH
AT LEAST 10% OF FIS’ CORPORATE SOCIAL
RESPONSIBILITY FUND ALLOCATED TO THIS

In 2017, BB has issued a detailed guideline for
Environment and Social Risk Management. In
2013, Bangladesh Bank, jointly with IFC, assessed
the implementation experience of ERM Guidelines
in the country. Based on the findings, BB has
published the updated version of the guidelines in
February 2017, now termed Environmental and
Social Risk Management (ESRM) Guidelines. The
new ESRM Guidelines have incorporated risk
mitigation measures and integrated environment
and social risks into overall credit management in
a more comprehensive manner. The updated
version contains a more robust quantitative
risk rating system compared to the subjective
qualitative risk assessment method of the previous
ERM Guideline.
BB has mandated a minimum annual target of
direct green finance at 5% of the total loan
disbursement for all banks and financial
institutions. The green banking policy guidelines
also requires banks and financial institutions to
form a Climate Risk Fund and allocate at least
10% of their Corporate Social Responsibility
budget to this fund. This fund can be utilized either
through providing grants for implementing relevant
projects or financing green projects at
concessional interest rates. Banks and financial
institutions (FIs) have been instructed to set up
Solid Waste Management System, Rainwater
Harvesting, and Solar Power Panel in their newly
constructed or arranged building infrastructure.
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TABLE 31: CHRONOLOGY OF GREEN FINANCE POLICY INITIATIVES IN BANGLADESH
Year

Policy Initiative on Green Finance

2011

• Environmental Risk Management (ERM) Guidelines for Banks and Financial Institutions (FIs)
issued
• Green Banking Policy Guidelines for banks has been issued

2012

• Banks and FIs were instructed to set up Solid Waste Management System, Rainwater Harvesting, and
Solar Power Panel in their newly constructed or arranged building infrastructure
• All the banks and FIs must ensure the establishment and activeness of Effluent Treatment Plant (ETP)
during financing to all possible clients

2013

• Policy guidelines for green banking were also issued for the Financial Institutions (FIs) and for the
banks scheduled in 2013

2014

• From January 2016 onwards, the minimum target of direct green finance was set at 5% of the total
funded loan disbursement/investment for all banks and FIs

2015

• Banks and FIs were instructed to form a “Climate Risk Fund”, allocating at least 10% of their
Corporate Social Responsibility budget

2016

• Banks and FIs were instructed to set up Solid Waste Management System, Rainwater Harvesting, and
Solar Power Panel in their newly constructed or arranged building infrastructure
• All the banks and FIs must ensure the establishment and activeness of Effluent Treatment Plant (ETP)
during financing to all possible clients
• All banks and FIs to establish Sustainable Finance Unit and Sustainable Finance Committee by
abolishing both green banking and Corporate Social Responsibility units

2017

• Guidelines on Environmental and Social Risk Management (ESRM) for Banks and Financial Institutions
along with an Excel-based Risk Rating Model were issued
• A comprehensive list of product/initiatives of Green Finance for banks and FIs was circulated

2018

• A new uniform reporting format of Quarterly Review Report on green banking activities was circulated
for banks and FIs to monitor green banking policy and other regulations and to ensure the quality and
uniformity of data provided by banks and FIs

2019

• Investment by scheduled banks and FIs in any impact fund, which is registered under BSEC (Alternative
Investment) Rules, 2015 and formed for environment friendly sectors/purposes (resource and energy
efficiency, renewable energy, waste management and treatment, women and child right protection etc.)
will be considered as green finance

2020

• From September 2020 onwards minimum target of green finance was set at 5% of the total funded term
loan disbursement/investment for all banks and FIs
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6.3
REFINANCE
SUPPORT
FOR GREEN
FINANCE

MULTIPLE BB REFINANCING
WINDOW TO FUND GREEN
INITIATIVES SUCH AS:
I) $96 MILLION REVOLVING REFINANCE
SCHEME
II) REFINANCING WINDOW OF $50 MILLION
FOR GREEN TRANSFORMATION OF BRICK
INDUSTRIES
III) REFINANCE SCHEME FOR ISLAMIC
BANKS AND FINANCIAL INSTITUTIONS
FOR INVESTMENT IN GREEN
PRODUCTS/INITIATIVES
IV) $200 MILLION GREEN
TRANSFORMATION FUND

Apart from the policy initiatives, BB has
established a revolving refinance scheme
amounting to BDT 2 billion (approx. USD 48
million) from its own fund for solar energy,
biogas, and effluent treatment plant (etp) in
2009, which was increased to bdt 4 billion
(USD 96 million) subsequently. Bangladesh
Bank also launched a refinancing window
targeting the green transformation of brick
industries in 2012. The Asian Development
Bank (ADB) funded USD50 million in Financing
Brick Kiln Efficiency Improvement Project aimed
at reducing emissions of greenhouse gases and
fine particulate pollution through promoting use
of energy efficient modern technology in the
existing traditional brick fields. So far, 35 banks
and 21 financial institutions have signed
participation agreement with Bangladesh Bank
to utilize this fund. In FY20, total disbursement
under the BB’s refinance was BDT 568.54
million (approx. USD 6.82 million). Although
the overall reimbursement under the green
products refinancing scheme has grown over
the years, the growth has been unstable and
slow. In 2020, Bangladesh Bank has almost
doubled the amount of funding for three
refinance schemes—cottage, micro, small, and
medium enterprises to ensure the long-term
investment flow due to the COVID-19 impact.
In addition, the interest rates for the schemes,
for banks and customers, have been reduced by
two percentage points, each making it a 3% for
the banks to avail the funds from the regulator
and 7% for the customers, which was 5% and
9%, respectively.
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In september 2014, Bangladesh Bank introduced an “Islamic Refinance Fund” with the surplus liquidity of Shariah
based islamic banks and NBFIs. To encourage further involvement in green finance, BB launched a refinance scheme for
the Islamic banks and NBFIs operated by “Islamic Refinance Fund”. The scheme was later renamed as “Refinance Scheme
for Islamic Banks and Financial Institutions for Investment in Green Products/Initiatives”. These banks and NBFIs can utilize
this fund for financing in the 52 products identified under BB’s Refinance scheme.
The central bank also launched Green Transformation Fund (GTF) in 2016, a USD 200-million refinancing scheme
sourced from Bangladesh Bank’s own resources for export-oriented sectors like textile, jute, and leather industries.
From that fund, all manufacturing industries can avail loans at less than two per cent interest, to import environment-friendly
and energy-efficient capital machinery and accessories.

TABLE 32: TREND OF REFINANCE FROM BANGLADESH BANK (IN BDT MILLION)
Sub-sector

FY 16

FY 17

FY 18

FY 19

FY 20

Biogas

84.8

46.6

10.5

4.6

1.24

Solar home system (SHS)

114.7

35.3

0

0.2

0.45

Solar irrigation pump

0.6

0

0

0

0

Solar assembly plant

16.3

0

0

0

0

Solar mini—grid

10

0

0

0

0

Effluent treatment plant

58

179.6

60

108.4

132.5

177.8

10

0

5

100

Vermicompost

1.6

1.3

0

0.8

1.26

Green industry

400

0

500

152.3

198.7

Safe working environment

35.7

55.3

82

40

88.1

Organic manure from slurry

0.2

0.1

0

0

0

Paper waste recycling

20

20

0

0

0

Energy efficient tech

0

0.6

13

10

46.29

Total

393.5

919.7

348.8

321.3

568.54

Relative changes in %

3.15%

133.72%

62.07%

7.88%

76.95%

Hybrid Hoffman- Kiln technology in brickkiln

Source: Sustainable Finance Department, Bangladesh Bank (2020)
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6.4
DIRECT
GOVERNMENT
SUPPORT ON
GREEN FINANCE
GOVERNMENT INITIATIVES
SUPPORTING SUSTAINABLE
FINANCE:
I. ADOPTION OF THE
BANGLADESH CLIMATE CHANGE
STRATEGY AND ACTION PLAN
AND THE CREATION OF THE
BANGLADESH CLIMATE
CHANGE TRUST FUND (BCCTF)
II. CLIMATE FISCAL
FRAMEWORK IN 2014
III. NATIONAL ADAPTATION
PROGRAMME OF ACTION (NAPA)
AND NATIONALLY DETERMINED
CONTRIBUTIONS

The government has also been supportive in
promoting sustainable banking and financing
activities in the country. Especially, the
government’s efforts on the way to attain
Sustainable Development Goals (SDGs)
are very much allied with the sustainable
banking ventures.
Bangladesh has made significant progress
in banking reforms among 38 SBN countries
to drive development and fight climate
Change. These reforms require banks to
assess, manage, and report on environmental,
social, and governance risks in their lending
operations. The adoption of the Bangladesh
Climate Change Strategy and Action Plan and
the creation of the Bangladesh Climate Change
Trust Fund (BCCTF) from its own resources to
finance projects representing the government’s
pledge and readiness to reduce climate
vulnerabilities and to provide strategic direction
on climate change.
To provide a roadmap for climate finance in
the country’s public financial management
systems, the country adopted a climate
Fiscal Framework in 2014. Bangladesh has
also developed “National Adaptation
Programme of Action” (NAPA) and “Nationally
Determined Contributions” as part of its
engagement with UNFCCC. Investments in
“climate proofing” have resulted in major
positive impacts on climate-resilient economic
growth and poverty reduction in the country.
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SREDA’S ENERGY EFFICIENCY
AND CONSERVATION MASTER
PLAN UP TO 2030 PROVIDES
DIRECTION TOWARDS
FINANCING OF RENEWABLE
ENERGY

The government established the sustainable and
renewable Energy Development Authority
(SREDA) in 2012 as a nodal agency to
encourage, facilitate, and propagate sustainable
energy. One of the principal mandates of this
institute is to maintain coordination among the
various organizations working on renewable energy
technologies. The SREDA is now operating under
the Power Division in the Ministry of Power, Energy,
and Mineral Resources of the Government of
Bangladesh as a coordination body for the
expansion of renewable energy in the country. The
SREDA has been functioning to construct and
supervise the execution of the renewable energy
policy of the government. It has also developed an
“Energy Efficiency and Conservation Master Plan”
up to 2030. It is a widely held critique that SREDA
does not have sufficient capacity in terms of
manpower and logistics as well as funds to deliver its
mandated activities and prove itself to be a top
policy-making body in the area of renewable energy.

6.5
GREEN FINANCING
PERFORMANCE IN
BANGLADESH

FOR THE LAST FIVE YEARS,
DISBURSEMENTS OF GREEN
CREDIT HAVE BEEN
INCREASING BY 43%

Bangladesh Bank has disbursed green credit to
the tune of BDT 105.91 billion in 2020, while
Non-Banking Financial Institutions
(NBFI) have disbursed BDT 5.30 billion. For the
last five years, disbursements of green credit
have been increasing by 43%. In 2020, due to
COVID-19 scenario, disbursement has reduced
substantially.

FIGURE 68: CLEAN ENERGY TARGETS UNDER SREDA
Clean Energy targets under SREDA (Sustainable and renewable energy development authority)
The government has set a target to achieve electricity generation of
• 23,000 MW by FY2020 (end of Seventh 5 year Plan); 24,000 MW by 2021; and 40,000 MW by 2030
• 10% of the total power demand coming from renewable energy sources.
85.3% population have access to electricity

12.5% receiving electricity generated mainly from solar home systems

254

255

TABLE 33: TREND OF GREEN CREDIT
DISBURSEMENT BY BANKS OF BANGLADESH
FY 17

FY 18

FY 19

FY 20

Total

2,013.70

2,884.40

1,815.20

1,219.44

1,908.91

9,841.65

Private Banks

24,597.40

30,578.50

65,904.30

78,316.90

69,668.75

269,065.85

Foreign Banks

768.80

551.30

192.60

19,213.20

34,332.69

55,058.59

Total Green Financing by Banks

27,379.90

34,014.20

67,912.10

98,749.54

105,910.35

333,966.09

Y-o-Y change

0.04

0.24

1.00

0.45

0.07

Green Financing by NBFIs

5,948.00

4,632.00

3,389.60

6,499.87

5,295.20

Y-o-Y change by NBFI

0.29

0.27

0.92

Total Green Finance by Banks
and NBFIs

33,327.90

71,301.70

105,249.40

Sub-sector
State Owned Commercial Banks

FY 16

0.22
38,646.20

Source: Sustainable Finance Department, Bangladesh Bank (2020)

It is important to note that Green Credit disbursement is led by private commercial
banks and foreign banks of Bangladesh, while state owned banks lag, although their
capacity and capitalization are way ahead of the rest. In-house capability and skill to
assess green financing proposals is cited as a common cause for such poor
performance of public sector banks in this priority sector.
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0.19
111,205.55

6.6
RAMPING UP
GREEN FINANCE
IN BANGLADESH:
WHAT MORE CAN
BE DONE?
GREEN BANKING CONSTITUTE
1.6% OF THE BANKING
INDUSTRY IN BANGLADESH,
WHILE THE AVERAGE SHARE IS
7% FOR OTHER EMERGING
GREEN FINANCE ECONOMIES
APPROXIMATELY 49.4% OF
FINANCIAL INSTITUTIONS OF
THE COUNTRY HAVE HAD AN
EXPOSURE IN GREEN FINANCE
IN 2020

Although Bangladesh has attained a policy
leadership in green finance, such leadership
has not been translated into a sizeable green
finance market. In Bangladesh, Green Banking
constitute only 1.6% of the banking industry,
while the average share is 7% for other
emerging green finance economies. According
to the quarterly review reports of green banking
by the Bangladesh Bank, approximately 49.4%
of financial institutions of the country have had
an exposure in green finance in 2020. This
might be because Bangladesh seems to be
following Korea’s Green State strategy—which
is reliant on a strong state and strong
institutional eco-system for green finance. While
Korea has strong institutions, Bangladesh’ s
weaker institutional environment creates
additional challenges for the private sector and
as a consequence, the initiative has yet to gain
momentum in keeping with the size of the
country’s economy and the latest measures
taken by the global community.
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IMPLEMENTATION AND
ENFORCEMENT OF CENTRAL BANK'S
GREEN PRACTICES ARE LESS THAN
OPTIMUM
RANKED 162ND OUT OF 180
COUNTRIES IN THE 2020 IN
ENVIRONMENTAL PERFORMANCE
INDEX (EPI), BANGLADESH WILL HAVE
TO SIGNIFICANTLY IMPROVE
ENVIRONMENTAL ANAGEMENT
TABLE 34: ENVIRONMENTAL PERFORMANCE
INDEX, 2020
Country
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Rank

Bangladesh

162

China

120

Ethiopia

134

India

168

Pakistan

142

The central bank of the country has initiated
green practices as early as 2009, and the
legislation is comprehensive and advanced.
However, implementation and enforcement
are less than optimum. Recent studies have
revealed that some banks are still in the first
stage of the green banking adoption in terms of
the prescribed guidelines by the bangladesh
bank. BIBM has reported that there is a lack of
consciousness at all levels regarding “green
banking”. According to ADB institute, the total
disbursement under the refinancing scheme for
green products in bangladesh has been very
slow.
Despite the increasing levels of regulatory
adoption of sustainability policies and green
initiatives, the country remains far behind in
terms of environmental performance.
Bangladesh ranks among the top ten countries
in the world most affected by extreme weather
events during 1998–2018 and currently holds
7th position in the list of German watch
long-term climate risk index. Losses
linked to such events were estimated annually
to average 1.8 percent of gdp between 1990
and 2008. Furthermore, the country has ranked
162nd out of 180 countries in the 2020
environmental performance index (epi) that
evaluates the condition of environmental health
and vitality of their ecosystems.

Some common challenges identified by stakeholders of green finance in bangladesh are:

SUPPORT SYSTEM FOR
MONITORING IMPLEMENTATION
AND ASSESSMENT OF GREEN/
CLIMATE FRIENDLY/SUSTAINABLE
PROJECTS IS NOW A MUST
FIDUCIARY AND TECHNICAL
CAPABILITY OF GOVERNMENT
INSTITUTIONS MUST BE ABLE TO
TACKLE NEGOTIATIONS WITH
LARGE INDUSTRIAL
STAKEHOLDERS
MORE FIs NEED TO DEVELOP
DETAILED CREDIT ASSESSMENT,
MONITORING AND SUPERVISING
CAPABILITIES FOR GREEN
CREDIT PROJECTS

Monitoring authorities for green projects in
Bangladesh. Green finance cannot flourish unless the
support system for monitoring implementation and
assessment of green/climate friendly/sustainable
projects Are present in the country. Although the
government and bangladesh bank has initiated
policies, supporting institutions for monitoring and
certifying green projects (e.G., Green project auditors)
are limited in the country, which limits the extent to
which institutions can access
High-quality green finance.
Fiduciary capability within the government
institutions. Government institutions and regulators
of bangladesh are often critiqued for having less
fiduciary negotiation power in comparison to the
advocacy power of large industrial houses, which
manage to alter and extricate preferential policies in
their favor. Many of these ad-hoc company specific
policies are not conducive to bringing eco-system
level changes in green finance and does not provide a
consistency of regulation.
Capacity of banks and financial institutions to manage
green projects financed through government or
international initiatives. Only a few banks do have
detailed credit assessment, monitoring and supervising
capabilities for green credit projects. In absence of such
capabilities, the real beneficiaries often remain ineligible to
apply for and access green finance from banks and/or
through the refinance facilities.
Dependence on multilateral implementing entities
(mie), like the world bank, un, and unep in formulating
cases for lodging claims to climate financing forums.
Since the multilateral institutions often are catalytic behind
green finance projects for the banks (and often
government), the domestic stakeholders often have to
remain dependent upon them, especially in absence of
skill for assessment and management of green finance
products and processes domestically.
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Level of investment demand in the market for
green finance despite availability of credit.
Despite significant climate vulnerability and
availability of cost-efficient green technologies,
demand for green technologies, and consequently
green finance has remained low in bangladesh,
owing to conventional mind-set of the
entrepreneurs, lack of appreciation for green
technologies and capacity constraints.

MIND-SET OF THE ENTREPRENEURS,
LACK OF APPRECIATION FOR GREEN
TECHNOLOGIES AND CAPACITY
CONSTRAINTS NEEDS TO BE
ADDRESSED FOR UPTAKE IN
DEMAND FOR GREEN FINANCE
60% OF THE GREEN FINANCE IN
BANGLADESH GOES TOWARDS
“GREEN ESTABLISHMENTS”, WHILE
ANOTHER 10%
GOES TOWARDS WASTE TREATMENT
PROJECTS, BOTH LARGE SCALE
INITIATIVES
SUCCESSFUL GREEN PROJECTS
REQUIRE UPGRADING OF
TECHNOLOGY CAPACITY OF FIRMS
AS GREEN INITIATIVES OFTEN DEAL
WITH NEW TECHNOLOGY
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Small-scale local green entrepreneurs find it
difficult to prove their creditworthiness and thus
to secure funding in the form of either equity or
liability. Due to perceived high risk and focus of
banks of bangladesh on corporate banking, green
finance departments often target only large-scale
ready-made garment (RMG) or similar industries,
leading the MSME sector almost untouched by the
green finance initiatives. The perceived high upfront
cost/investment required for green technologies
have also kept green banking in the realm of
large-scale manufacturing biased project financing
only. About 60% of the green finance in bangladesh
goes towards “green establishments”, while another
10% goes towards waste treatment projects, both
large scale initiatives. The BB refinance also is
skewed towards green industry (35%) and effluent
treatment plants (23%), with insignificant share of
solar home systems, solar irrigation, solar mini-grid,
organic manure, slurry or vermicompost (0.2%)
projects where msmes can participate.

Green Projects involve new technology that
has not been used much before, generating
some risks of technological failure. Capacity
of institutions have remained limited in
assessing the strength and success factors of
these technologies and capacity to absorb
losses if the technology does fail eventually.
Due to distant, intangible and unpredictable
nature of impacts of climate change, most
financiers and entrepreneurs tend to ignore
the long-term financial implications of being
exposed to environmental risks while
making investment decisions.
There is a lack of internal capacity in
intuitions to prepare balanced and
high-quality project proposals in line with
funding agency requirements.
New technology and projects are vulnerable
to changes in bangladesh bank policies and
subsidies. The regulators and policy makers
are not agile enough to adjust their guidelines in
time to adopt these changes.

6.7
GREEN FINANCETHE CHINA
EXPERIENCE
6.7.1 CONTEXT FOR FOCUSING ON
DEVELOPMENT OF GREEN
FINANCE IN CHINA

CHINA WILL HAVE TO TRANSITION
FROM INVESTMENT-DRIVEN
GROWTH STRATEGY TO
CONSUMPTION, AND
INNOVATION-LED APPROACH
UP TO USD 14 TRILLION WILL BE
NEEDED OVER THE NEXT DECADE
TO SUPPORT CHINA’S GREEN
TRANSITION

China had an unprecedented economic growth
over the last 40 years, reaching an inflection
point, grappling with two trends that are changing
its thinking on growth and development. First,
China is reaching the limits of the investment-driven
strategy that fueled its development over recent
decades. The country has realized the needs to
increase the role of consumption, innovation, and
services in economic growth. China’s investment as a
share of GDP peaked at 48% in 2013. Second,
environmental pollution incurred over the course of
China’s growth and an increasing number of
high-profile pollution incidents have become the
subject of growing public concern globally. China is
the largest source of CO2 emissions, accounting for
nearly one third of the global total. It is estimated that
up to RMB 95.45 trillion (USD 14 trillion) will be
needed over the next decade to support China’s
green transition.
China’s economic growth has slowed since 2015,
with only 6% economic growth rate seen in 2019,
the lowest since 2000. Furthermore, 2015 data
shows that the cost of China’s ecosystem destruction
and pollution has reached 2.1% of GDP. The
extensive growth in the previous decades has been
increasingly constrained by the lack of resources and
environmental pollution, and there is an urgent need
for transformation to a resource efficient and
environmentally friendly economy. Accelerating green
practices within China’s banking ecosystem,
therefore, is essential to meeting decarbonization
targets.
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TOGETHER, THE BIG FOUR STATE- OWNED
BANKS IN CHINA CONTRIBUTED USD 240
BILLION TO THE FOSSIL FUEL SECTOR FROM
2016 TO 2019
THE GREEN TRANSITION OF THESE MAJOR
BANKS IS PIVOTAL TO THE GLOBAL AGENDA
OF REDUCING THE USE AND AVAILABILITY OF
FOSSIL FUEL FINANCING IN THE WORLD

China’s green financial system is especially
important considering the scale of chinese
banks and their contribution to fossil fuel
financing globally. The “Big Four” state-owned
commercial banks in China—Industrial &
Commercial Bank of China, the China Construction
Bank, the Agricultural Bank of China, and the Bank
of China—are the largest banks in the world, with
combined total, assets of USD 14.8 trillion.
Together these banks contributed USD 240 billion
to the fossil fuel sector from 2016 to 2019. About
44% of this contribution, or USD 106 billion, went
towards coal mining and coal power, making them
the world’s largest financiers of coal. The green
transition of these major banks is pivotal to the
global agenda of reducing the use and availability
of fossil fuel financing in the world.

6.7.2 GROWTH IN GREEN FINANCE IN CHINA

APPLICATION OF HIGHER
ENVIRONMENTAL STANDARDS IN
CHINESE BANKING SYSTEM
STARTED IN 1995 BUT
SIGNIFICANTLY EXPANDED FROM
2015
THE CHINA BANKING REGULATORY
COMMISSION (CBRC) ISSUED THE
GREEN CREDIT GUIDELINES AND IN
2013, WITH THE LAUNCH OF THE
CBRC GREEN CREDIT SYSTEM,
MANDATED 21 ‘MAIN BANKS’ IN
CHINA TO REPORT THEIR GREEN
CREDIT STATISTICS
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The inclusion of environmental concerns in chinese
banking regulations started in 1995 and Developed
gradually but expanded quickly after 2015. Since 1995, when
the first green-related policy was launched, the process of
greening Chinese banking has gone through several stages of
development. The initiation took place with a People’s Bank of
China (PBoC) policy placing environmental concerns inside the
realm of banking operations, by including environmental risks in
banks’ credit decisions. While this was the only direct regulation
on environmental issues for banks at the time, related policies
on general environmental protection and development of green
industries, such as the Circular on Environmental Protection
Verification of Enterprises Applying for Listing and Listed
Enterprises Applying for Refinancing (June 2003) and
Implementing the Scientific Outlook on Development and
Enhancing Environmental Protection (December 2005),
continued to incentivize banks to increase green lending.
Direct regulation has taken a step further in 2007, when the
China Banking Regulatory Commission (CBRC) issued
guidelines on how banks should operationalize and
manage energy efficiency and emission reductions in
credit decisions. In 2012, the National People’s Congress
identified it as one of the five core development tasks and
redefined it as green, circular, low-carbon development. In the
same year, CBRC issued the Green Credit Guidelines and in
2013, with the launch of the CBRC green credit system,
mandated 21 ‘main banks’ in China to report their green credit
statistics. Most recently, after the launch of the Guidelines for
Establishing the Green Financial System in 2016, green credit
policies have proliferated across several ministries and
regulators, including by providing direct financial incentives
through monetary policy, in terms of standing- and medium-term
lending facilities, as well as through macroprudential
assessments (MPAs).

TABLE 35: CHRONOLOGY OF GREEN FINANCE DEVELOPMENT IN CHINA
Date of Issuance Issuing organization

Name of policy document

Main contents

1995

PBoC

Notice on issues relating to Improving
Environment Protection in Credit Policy

Guiding banks on how to better include
environmental variables in credit
decisions

2007

EPA, PBoC, CBRC

Opinions on Implementing
Environmental Protection Policies and
Rules and Preventing Credit Risks

Guidelines on environmental risks'
impact on credit rating of clients. First
mention of "green credit" term

2007

CBRC

Opinions on Energy Efficiency and
Emission Reductions in Credit
Extension

Specific guidance on how banks can
contribute to national environment goals

2012

CBRC

Notice on Issuing Green Credit
Guidelines

First comprehensive policy promoting
greening of banks

2013

CBRC

Notice of Submission of Green Credit
Statistics

Establishment of CBRC statistics
system for 21 main banks

2014

CBRC

Notice of the Key Performance
Indicators of Green Credit
Implementation

Establishment of quantitative and
qualitative indicators for assessing
performance

2016

CBRC, PBoC, MEP,
CSRC, CIRC,
NDRC, MOF

Guidelines for Establishing the green
Financial System

Comprehensive policy on green
financial system as a whol

2017

PBoC

Notice Regarding Promoting Credit
Asset and Collateral in Central Bank
Evaluation

Financial incentives for green banking
in PBoC Standing and medium term
lending facility

2018

PBoC

Chinese Monetary Policy
Implementation Report Q4 2017

Inclusion of banks' green performance
into MPA

2019

CBIRC

Guidelines on High Quality
Development of the Banking and
Insurance Industries

Instructions on how to include
environmental, social and governance
factors in credit
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13TH FIVE-YEAR PLAN OF
CHINA TARGETED $230 BILLION
INVESTMENT IN CLEAN
ENERGY AND ANOTHER $230
BILLION IN GREEN BUILDING
IN 2017, THE CENTRAL BANKS
AND REGULATORS
OF EIGHT COUNTRIES
INCLUDING CHINA, FRANCE
AND THE NETHERLANDS
JOINTLY INITIATED THE
ESTABLISHMENT OF THE
“NETWORK FOR GREENING
THE FINANCIAL SYSTEM
(NGFS)”
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In the 13th Five-Year Plan (FYP) for Ecological and
Environmental Protection (2016-2020), the government
of China has set targets for environmental indicators
such as air quality, water environment and total pollutant
emissions. Main tenets of the FYP guideline are:
• Clean energy: investment to exceed RMB1.6tn
(USD 230bn). 13th FYP focuses on wind energy, solar
energy, hydropower, geothermal energy, biomass
energy and other renewable resources
• 13th five-year plan to develop a Modern
Comprehensive Transportation System, with a total
investment of RMB15tn (USD2.2tn). This included
investment in rail, public transport, bicycle
infrastructure and electric vehicles
• Green buildings: investment to exceed RMB1.65tn,
which advocated comprehensive promotion of building
energy conservation and green building, green
construction, and improvements to energy
conservation systems for buildings
• Sewage Treatment: investment to exceed RMB564bn
(USD80bn). The targets stated that sewage treatment
rates should reach 95% in urban areas, at least 85% in
county towns, and at least 70% in built towns; the
sludge harmless disposal rate should reach 90% in
cities above prefectural level, 75% in other cities and
60% in county towns
• Solid waste treatment: investment to exceed
RMB251.8bn (USD35.6bn). The waste incineration
treatment, Recycling rate and treatment of domestic
waste
The Chinese government has played a leading role
in ensuring that green finance is on the official
agenda of the G20 Summit in 2016. The G20 “Green
Finance Research Group” (later renamed Sustainable
Finance Research Group) has explored core topics
pertaining to sustainable development. G20 country
leaders have reached a consensus on the development
of green/sustainable finance and it has been written into
the G20 outcome document three for consecutive years.
In 2017, the central banks and regulators of eight
countries including China, France and the Netherlands
jointly initiated the establishment of the “Network for
Greening the Financial System (NGFS)”. The Network’s
purpose is to help strengthen the global response to
meet the Paris Agreement and to enhance the role of
the financial system to manage risks and to mobilize
capital for green and low-carbon investments. Its
membership has grown to over 66 countries.

TABLE 36: ENVIRONMENTAL TARGETS IN CHINA’S 13TH FIVE-YEAR PLAN
Environmental targets in China's 13th Five-Year Plan9
12th FYP Targets
(2010 baseline)

12th FYP
Achievements

13th FYP's
Targets (2015 baseline)

Energy consumtion per Unit of GDP

-16%

-18.2%

-15%

Carbon emissions per Unit of GDP

-17%

-20%

-18%

Non-Fossil Fuel Percentage

11.4%

12%

15%

Sulfur Dioxide (SO2)

-8%

-18%

-15%

Nitrogen Oxides (NOX)

-8%

-18.6%

-15%

Ammonia Nitrogen

-10%

-13%

-10%

Chemical Oxygen Demand (COD)

-10%

-12.9%

-10%

Forest Coverage

21.7%

21.63%

23.4%
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6.7.3 GREEN FINANCE SYSTEM AND POLICIES
China has developed a comprehensive framework for green finance. The government’s regulatory administration
and stock exchanges have played a crucial role in promoting the development of green finance in China.
The main pillars of the framework of Green Finance are:

FIGURE 69: PILLARS OF GREEN FINANCE POLICIES IN CHINA

NATIONAL ECOLOGICAL
CIVILIZATION CONSTRUCTION
STRATEGY IN THE 13TH FYP
INCLUDES GREEN FINANCIAL
SYSTEM

Green Financial System as
part of Five year Plan
Environmental Code of
Conduct for Listed
Companies in China

Green Credit
Guidelines for
Banks
Core Set of
Green Finance
Policies in
China

Definition and
texonomy of
Green Industries
Plan and pathway for
Green finance policy
by local governments

Green Pilot Zones

Financial Incentives
to Banks for Green
Finance
Local and Global
Green Bond
participation and
investment guideline

CBIRC (CHINA BANKING AND
INSURANCE REGULATORY
COMMISSION) ISSUED GREEN
CREDIT GUIDELINE THAT
QUALIFIES LOANS AS GREEN
IN 13 CATEGORIES
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1. Green credit guidelines for the banking
system formulated by the China Banking
Regulatory Commission (CBRC) include a
statistical system for measuring and
evaluating green credits. Under this system,
21 main banks report their green lending to
the CBIRC (China Banking and Insurance
Regulatory Commission). The reporting is
based on CBIRC’s definition which qualifies
loans as green across 13 categories. It allows
the CBIRC to continuously track green credit
performance of banks individually as well as
green credit provision to the economy. By
including non-performing loan ratios, it further
provides statistics to be used as justification
for other regulators to include green factors in
risk-oriented policies, such as in the PBoC
MPA. In this regard, it should be noted that
green credit statistics are not loans labelled as
green by the bank or the debtor, but rather
loans that qualify as green by CBIRC’s
standard. This statistics system is a unique
and innovative feature of the Chinese green
credit policy, which is so far not seen
elsewhere in the world.

2. Guidelines for Establishing the Green
Financial System were jointly issued by
seven ministries including the PBoC in
2016. This followed the inclusion of a ‘green
financial system’ being written into the
national ecological civilization construction
strategy in the 13th FYP and the Guidelines
for establishing the Green Financial System.
Green finance policy framework has been
extended to all financial markets including
insurance and capital markets.
3. The Code of Corporate Governance for
Listed Companies in China by the China
Securities Regulatory Commission (CSRC)
invites listed companies in the country to take
actions based on green development, to
integrate ecological and environmental
protection into development strategies and
corporate governance processes, and to
disclose related information.

THE GREEN INVESTMENT
GUIDELINES (TRIAL) RELEASED IN
2018 BY THE CHINA SECURITIES
INVESTMENT FUND INDUSTRY
ASSOCIATION ENCOURAGE FUND
MANAGERS TO PAY ATTENTION
TO ENVIRONMENTAL
SUSTAINABILITY

4. The Green Investment Guidelines (Trial)
released in 2018 by The China Securities
Investment Fund Industry Association
encourage fund managers to pay attention to
environmental sustainability, strengthen fund
managers’ awareness of environmental risks,
and clarify the definition and implementation
methods of green investment. It aims to
promote green investment in the fund
management industry, improve the
environmental performance of investment
activities, and promote green and sustainable
economic growth.
5. The Green Industry Guidance Catalogue
(2019 Edition) (The GIGC 2019) has
classified the definition and taxonomy of green
industries and green projects. This guidance
is also used as a basis for introducing policies
relating to investment, finance and taxation
providing strong impetus for green investment.
The GIGC 2019 is divided into three levels.
The first level includes six major industries,
including energy conservation and
environmental protection, clean production,
clean energy, ecological environment industry,
green infrastructure upgrade and green
services.
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THE GREEN INDUSTRY GUIDANCE
CATALOGUE (2019 EDITION) (THE GIGC
2019) HAS CLASSIFIED THE DEFINITION
AND TAXONOMY OF
GREEN INDUSTRIES AND GREEN
PROJECTS
THE GREEN FINANCE PILOT ZONE,
COMPRISING SIX PROVINCES AND NINE
REGIONS, PROGRAMME IS
UNIQUE TO CHINA AND PROVIDES AN
OPPORTUNITY TO TEST SPECIFIC
STRATEGIES LOCALLY

6. Green Industry Guiding Catalogue (2019)
provides a plan to develop and encourage
local governments and regulators to enact
policies and measures on investment
promotion, pricing mechanisms, green finance
systems, and tax incentives to accelerate
green finance. It also provides for an
underlying framework to determine clear
standards on green assets and green
activities in China and can serve as the basis
for the further harmonization of China’s
domestic green bond standards. The revised
2020 Catalogue makes an important
contribution by harmonizing guidelines
domestically. Green financial bonds, green
corporate bonds and green debt financing
instruments were guided by the 2015 edition
of the Catalogue, while corporate bonds used
NDRC guidance.
7. In July 2020, six provinces and nine
regions were approved as green finance
pilot zones. The green finance pilot zone
programme is unique to China and provides
an opportunity to test specific strategies
locally, before rolling them out nationally.
Many opportunities for green investment have
emerged in these zones.
Monetary policies in China also favors Green
Financing by the financial institutions. The
PBoC provides financial incentives through
monetary policy instruments for banks to
provide green finance. This is done in two ways
under PBoC re-lending policy:

GREEN ORIENTED MONETARY
POLICY BY PEOPLES BANK OF
CHINA ALLOWS ACCEPTING GREEN
CREDIT WITHIN THE SCOPE OF
PRIORITIZED SECTORS AS
COLLATERAL IN THE SHORT-TERM
FOCUSED STANDING LENDING
FACILITY (SLF)

Furthermore, since 2018, banks’ green
performance is included as a factor in the PBoC
MPA, by which the interest rate given to a bank
on its required reserves may be increased if the
bank is assessed to be greener. Green
performance is included in both quantitative and
qualitative ways under ‘credit policy
implementation,’ which is one of seven areas of
the MPA framework. It includes 80%
quantitative variables, such as green loan
proportion, as well as 20% qualitative indicators,
such as whether the bank has issued The
Green Investment Guidelines (Trial) released in
2018 by The China Securities Investment Fund
Industry Association
encourage fund managers to pay attention to
environmental sustainability. The Green Industry
Guidance Catalogue (2019 Edition) (The GIGC
2019) has classified the definition and taxonomy
of green industries and green projects.
The green finance pilot zone, comprising six
provinces and nine regions, programme is
unique to China and provides an opportunity
to test specific strategies locally any green
bonds. A third regulatory method currently under
discussion for incentivizing green loans through
monetary policy is changing the risk weighting of
green assets. This measure would provide lower
capital reserve requirements for banks with
more green loans outstanding and green bonds
issued and would be based on CBIRC’s
statistics on non-performing loan ratios on green
and non-green loans.

• Accepting green credit within the scope of
prioritized sectors as collateral in the
short-term focused standing lending facility
(SLF)
• Accepting green bonds with AA rating and
above as collateral in its medium-term lending
facility (MLF).

268

269

6.7.4 PERFORMANCE OF GREEN
CREDIT IN CHINA
GREEN CREDIT IN CHINA IS GROWING
AS A SHARE OF OVERALL CREDIT,
EXPANDING FROM 8.8% IN 2013 TO
10.4% AT THE END OF 2019 AND
REACHING OVER RMB 10 TRILLION

6.7.5 GREEN BOND – TRENDS IN CHINA
A broad range of green instruments are
currently used by Chinese banks, having
increased rapidly in recent years. While there
are no comprehensive statistics showing the
proportion of each, it is interesting to note their
increasing diversity, spanning across
specialized tools, collateral methods, asset
backed securities, and international green
credit lines. This highlights how green banking
goes beyond green loans, and further supports
green bond markets and international green
finance cooperation. Green credit is growing as
a share of overall credit, expanding from 8.8% in
2013 to 10.4% at the end of 2019 and reaching
over RMB 10 trillion. Green credit in this context
refers to all unlabeled bank credit dedicated to
green activities and does not refer to loans
specifically labelled as green.

FIGURE 70: GROWTH OF GREEN FINANCE IN CHINA

Green credit balance in trillion RMB
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LOW NPL IN GREEN
CATEGORY- AT THE END OF
2018 NPL RATIO FOR GREEN
LOANS STOOD AT 0.42%,
WHILE THE OVERALL CREDIT
NPL RATIO STOOD AT 1.83%

Green bonds are currently the most developed of the thematic instruments, owing to the simplicity with which they
can be issued, identified, and incorporated into fixed income investment strategies. Green financial bonds were the
first green labelled financial products to be deployed in China. Their relatively simple structure, low additional cost, and
transparency requirements have contributed to their widespread recognition and adoption by the investment community.

IN 2019, GLOBAL GREEN BOND
ISSUANCE MEETING CLIMATE BONDS
DEFINITIONS REACHED A RECORD
USD259BN, OUT OF WHICH CHINA
LEADS THE WAY WITH USD 55BILLION
THE TOTAL AMOUNT OF LABELLED
GREEN BONDS ISSUED IN THE
CHINESE DOMESTIC MARKET IN 2019
INCREASED BY 60% COMPARED TO
2016

FIGURE 71: TIMELINE OF CHINA’S KEY GREEN BOND POLICIES
Chinese Green Bond types by local classifications and regulations
Chinese green bond types
Financial bond

Enterprise Bond

Corporate Bond

Commercial Bank
Bond

Corporate Bond

2
1

Other Financial
Institution

Private Placement
and other types

0

Policy Bank Bond

4
3

Moreover, Green credit has shown better financial performance too. At the end of 2018, the non-performing Loan (NPL)
ratio for green loans stood at 0.42%, while the overall credit NPL ratio stood at 1.83%, suggesting that green loans are
less risky than other loans. With green loans making up 10% of the Chinese market over a six-year period, the
overarching evidence of good credit quality may justify including green factors for financial system governance by
financial system regulators across economies whose mandates are to manage risks and maintain financial stability.

In 2019, global green bond issuance meeting Climate
Bonds definitions reached a record USD 259bn. This
represented a 52% year-on-year increase against the
USD170.6bn. issued in 2018. China, the United States
and France were the largest sources of issuance with
China leading the way with RMB386.2bn (USD55.8bn) in
2019. The total amount of labelled green bonds issued in
the Chinese domestic market in 2019 increased by 60%
compared to 2016. In overseas markets, green bonds
from Chinese issuers have also rapidly increased. By the
end of 2019, a total of 36 Chinese issuers had issued
green bonds overseas, with a total face value of
USD33.8bn (RMB239bn) The Industrial and Commercial
Bank of China (ICBC) was the largest green bond issuer
in 2019, and its Singapore and Hong Kong branches
issued green bonds worth a combined USD5.3bn
(RMB36.7bn). In addition, ICBC Financial Leasing Co.,
Ltd., the subsidiary of ICBC, also issued USD600m
(RMB4.2bn) of green bonds through the Hong Kong
Stock Exchange.

ABS

Municipal Bond

CBIRC
Regulated ABS
CSRC Regulated
ABS

NFMII Regulated
ABN*
People's Bank of China (PBoC)
National Development and Reform Commission (NDRC)
Ministry of Finance (MoF)
China Banking and Insurance Regulatory Commission (CBIRC)
China Securities Regulatory Commission (CSRC)
National Association of Financial Market Institutional Investors (NAFMII)

Others
Commercial Paper

MTN
DFI
Convertible Bond
Exchangeable
Bond

Asset - backed Note
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Timeline of China's Key green bond policies
2015
NDRC
Guidelines on Issuing Green
Bonds
Kick started green bond
Market in China
PBoC
Notice of the People's
Bank of China on Green
Financial Bonds (PBoC
Document No. 39 (2015)
Kick started green bond
Market in China

2016

2017

Seven Ministries including
the Central Bank
Guidelines for Establishing
the Green Financial System
Indicated the direction of
further development of the
green bond market

CSRC
Guiding Options of the China
Securities Regulatory
Commission on Supporting
the Development of Green
Bonds
Encouraged the issuance of
corporate bonds

Shanghai Stock Exchange
Notice on Launching the Pilot
Program of Green Corporate
Bonds
Accelerated the Development
of the corporate bonds34
Shenzhen Stock Exchange
Notice on Launching the Pilot
Program of Green Corporate
Bonds
Accelerated the Development
of the corporate bonds35
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National Association of
Financial Market
Institutional Investors
Guidelines on Green Note of
Non-Financial Enterprises
Green bond policy guidelines
are available for all bond
markets in China
PBoC and CSRC
Guidelines on the Evaluation
and Certification of Green
Bonds (interim) 36
Regulated evaluation and
Certification of green bonds

2020

6.7.6 RECENT DEVELOPMENTS
AND SUCCESS FACTORS FOR
CHINESE GREEN BOND

PBoc, NDRC, CSRC
Green Bond Endorsed Project
Catalogue (2020 Edition)
(Consultation Version)
Harmonized different
standards of Green bonds
and promoted the integration
of the domestic green bond
market

AS OF 2019, MORE THAN 500
POLICIES RELATED TO GREEN
FINANCE HAD BEEN ISSUED BY
PROVINCIAL AND SUB-PROVINCIAL
GOVERNMENTS NATIONWIDE,
INCLUDING MORE THAN 300
SPECIFIC ADMINISTRATIVE
MEASURES TO PROMOTE THE
DEVELOPMENT OF GREEN FINANCE

In China, local governments formulate their
own plans to develop green finance in their
regions. As of 2019, more than 500 policies
related to green finance had been issued by
provincial and sub-provincial governments
nationwide, including more than 300 specific
administrative measures to promote the
development of green finance in their
jurisdictions. Green bonds have been a major
focus of these local plans.
The province of Beijing has issued a
Memorandum in 2015 and began to promote
the issuance of green bonds overseas. In
2017, Implementation Measures were released
to establish Beijing’s goal of developing green
bonds and green ABS products. This promotes
green bond standards, supports financial
institutions in issuing green financial bonds and
promotes third-party assessment. It also
supports the development of green finance in
government procurement, direct investment,
and public private partnerships. In 2019, the
Zhongguancun Science Park released related
policy to promote green bonds, and a single
issuer can apply for subsidies up to RMB1m
(USD141,000) annually.
In 2017, China’s State Council approved the
creation of green finance reform and
innovation pilot zones. The pilot zone
programme is unique to China and provides an
excellent opportunity to test specific strategies
locally, before extending them nationally. The
programme was introduced to encourage
regions to formulate and implement local green
finance policies and explore green finance
models based on their own resources and
economic characteristics. Successful
experiences can be replicated, and pitfalls
avoided across the country.
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To facilitate investment in green projects, each of the Green
Finance Pilot Zone has established detailed public databases.
Some notable other Green Finance databases of China are:
• CBEEX Green Asset Trading Platform containing 839 projects
encompassing clean transport, clean energy, pollution
prevention and control, energy efficiency, resource
conservation and recycling, ecological protection, and climate
response. It covers the six green finance pilot zones and
references green standards including the Green Bond
Principles, Climate Bonds Standard, Green Credit Statistics
Forms, Green Bond Issuance Guidelines, Green Bond
Endorsed Project Catalogue, and Green Industry Guiding
Catalogue
• China Public Private Partnerships Centre has established a
green PPP project library for green projects, green project
experts and related project reports. The China Public Private
Partnerships Centre database offers broader and more detailed
categories of green projects. It features nearly 10,000 projects,
classified into 19 categories such as affordable housing, urban
integrated development, agriculture, forestry, transport, and
energy
Overall, Regions with strong green policies have seen more
green bonds issued. The number of bonds issued in 30
provincial level administrative units other than Beijing have
shown a significant linear relationship with the green policy
strength score. This shows that, except for the large number of
green bonds issued in Beijing (where many large companies and
financial institutions have their headquarters), the number of
green bonds issued in other provincial administrative units is
significantly affected by the implementation of local green
financial policies. Each release of a green financial policy
resulted in at least 0.785 green bonds being issued.

CHINA STORY SHOWS THAT
CONDUCIVE GREEN POLICIES
AND ISSUANCE OF GREEN
BONDS HAVE HIGH DEGREE
OF CORRELATION
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The scale of green bond issuance is also strongly correlated
to the strength of the green finance policy. Beijing and
Shanghai, as financial centers, have more potential bond issuers
which makes the scale of issuance larger; within the jurisdiction
of Fujian Province. Industrial Bank, as the first bank that has
signed the Equator Principles in China, has issued a total of
RMB130bn (USD18.4bn) of green financial bonds. The
remaining 28 provincial-level administrative units have a strong
linear relationship between the scale of green bond issuance and
the green finance policy strength score. On average, every green
financial policy will attract at least RMB900m (USD127m) in
green bond issuance.

6.8
GREEN FINANCE
IN ETHIOPIA
The economy of Ethiopia is largely dependent on the
performance of the agriculture sector, which accounts for 46.3 %
of gross domestic product (GDP), 60 % of exports and 80 % of
total employment in the country. The livestock subsector
contributes 12-15 per cent of the overall GDP. Coffee is the main
export crop, accounting for about 26.4 per cent of the country’s foreign
exchange earnings and supporting the livelihoods of more than 15
million people (25 per cent of the population).

ETHIOPIA’S
GROWTH AND
TRANSFORMATION
PLAN (GTP) SEEKS
TO INVEST IN THE
GREEN ECONOMY:
IS EXPECTED TO
COST USD150
BILLION BY 2025

The low level of economic development, combined with a heavy
dependence on rain-fed agriculture and high population growth,
make Ethiopia particularly vulnerable to the adverse impacts of
climate change. Intense pressure on the country’s soil, water and
biodiversity resources add to the national challenge of responding to
climate change. Climate change, therefore, has the potential to hold
back economic progress, or reverse the gains made in Ethiopia’s
development and could exacerbate social and economic problems.
Ethiopia is one of the first countries in Africa to develop a green
growth strategy. As part of Ethiopia’s Growth and Transformation
Plan (GTP) to lift the country to middle-income status by 2025,
investment in the green economy is expected to cost USD150 billion
by 2025. The government has already developed a strategy to build a
green economy and has started to transform the strategy into action
and welcomes collaboration with domestic and international partners.

6.8.1 GREEN FINANCE POLICY FRAMEWORK OF ETHIOPIA
The main policy driver for green growth in Ethiopia is the - CRGE facility for climate finance schemes - has been
established in the Ministry of Finance and Economic Development, while its implementation is being guided by the Federal
Environmental Protection Authority (EPA). The facility makes the administration of funds easier for the government to drive
and manage international climate funds, donor funds and domestic funds in a coordinated manner. The facility has
successfully accessed bilateral sources of climate finance and applied for accreditation to the Adaptation Fund and the
Green Climate Fund under the United Nations Framework Convention on Climate Change (UNFCCC) to access
multilateral sources directly. This approach of managing climate funds within a single coherent system aims to minimize
transaction costs, fragmentation and duplication associated with funding unconnected projects.
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THE CLIMATE-RESILIENT
GREEN ECONOMY (CRGE),
ETHIOPIA'S MAIN GREEN
GROWTH POLICY INITIATIVE,
FOLLOWS A SECTORAL
APPROACH AND HAS SO FAR
IDENTIFIED AND PRIORITIZED
MORE THAN 60 INITIATIVES

The Climate-Resilient Green Economy (CRGE) initiative
follows a sectoral approach and has so far identified and
prioritized more than 60 initiatives. The green economy is
based on 4 pillars:
• Improving cropland livestock production for higher food
security
• Protecting and re-establishing forests for economic and
ecosystem services
• Expanding electricity production from renewable energy for
wide domestic consumption and the regional market
• Leap frogging to using modern and energy-efficient
technologies in the transport, energy and industry sectors

In addition, four initiatives have been identified for fast track: exploiting the vast hydropower potential; largescale promotion
of advanced rural cooking technologies; efficiency improvements to the livestock value chain; and Reducing Emissions
from Deforestation and Forest Degradation (REDD).
The CRGE has two components: a Green Economy Strategy (GES), which mainly addresses mitigation and was launched
in 2011; and a Climate Resilience Strategy (CRS), which focuses on adaptation and is currently being developed with a
focus on agriculture, forestry and land use.
Green Finance is developing in Ethiopia as a sub-sector within the sustainable development goals (SDG).

6.8.2 CLIMATE SMART PROGRAMMES IN ETHIOPIA

WITH 90% OF POWER COMING
FROM HYDRO, ETHIOPIA HAS
LOW EMISSION FROM ITS
GREEN POWER SYSTEMS
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• The electric power sector only accounts for very low
emissions as it is largely based on renewable energy, with
hydro power accounting for more than 90% of total power
generation capacity, supplemented by the use of on and
off-grid diesel generators administered by the Ethiopian
Electric Power Corporation (EEPCo). Generation of clean
and renewable electric power also allows for green
development of other sectors of the economy, such as the
replacement of trucks by electric rail or diesel pumps by
electric pumps for irrigation. Moreover, via electricity
exports, Ethiopia can share its green development to other
countries in the region while contributing positively to its
trade balance
• The National Biogas Programme for Ethiopia (NBPE) - The
National Biogas Programme for Ethiopia (NBPE)
establishes biogas digester plants that provide smallholders
with alternative, renewable, clean, and safe energy (biogas)
for cooking and lighting, as well as organic fertilizer
(bioslurry) to improve their crop yields, and improved
sanitation
The National Clean Cook Stove Programme Ethiopia
(NCCSPE) - World Vision has been promoting fuel efficient
stoves, known as Tikikil, in Ethiopia. This stove produces little
or no smoke and consumes less fuel wood.

6.8.3 KEY FEATURES OF GREEN FINANCE IN ETHIOPIA

GREEN FINANCE IN ETHIOPIA IS
SEEN IN THE CONTEXT OF CLIMATE
ADAPTATION AND CLIMATE
RESILIENCE TECHNOLOGICAL
PROGRAMMES

The development of Green Finance in
Ethiopia is unique than both Bangladesh and
China. While both these countries focus on
Green Finance as an independent domain
within the financial sector, Ethiopian government
consider Green Finance only as a conduit
towards achieving its climate goals. Hence,
Green Finance has developed within the context
of climate adaptation and climate resilience
technological programmes only. Some of the
key learning from Ethiopia are:
• Institution and capacity building: Setting a
permanent institutional setup for climate
resilience and climate change focused initiatives
is of pivotal importance in order to establish a
lasting platform for CRGE

FACTORS THAT HELPED ETHIOPIA IN
DEVELOPING A SUCCESSFUL GREEN
FINANCE INCLUDE:
- PERMANENT INSTITUTIONAL SET UP TO
DEAL WITH CLIMATE INITIATIVES
- EFFECTIVELY LINKING INTERNATIONAL
CLIMATE FINANCE TO DOMESTIC
GREEN GROWTH OPPORTUNITIES
- FAST-TRACKED IMPLEMENTATION TO
CREATE DEMONSTRATION EFFECT
- APPROPRIATE MEASURING,
REPORTING, AND VERIFICATION
SYSTEMS FOR GREEN PROJECTS

• Fast-tracked implementation of the prioritized
initiatives will help us to rapidly capture some of
the biggest green economy opportunities
• Appropriate measuring, reporting, and
verification (MRV) systems are essential for
both green projects and green finance
• It is necessary for the government to garner
support from international private and public
partners in order to build resources and
implement the green economy initiatives
• CRGE has anticipated international climate
finance as a principal engine of green growth.
Domestic finance is not yet attracted to green
growth, and hence green finance in Ethiopia is
completely dependant on international climate
finance
• Research, innovation and action learning in
support of green approaches: Government
research groups have tended to lead in green
technology innovation (indeed, there is a
general government tendency to dominate
research, planning and implementation). In spite
of some developments such as the Biofuels
Learning Forum, there are no strong knowledge
partnerships with business and civil society. But
business and civil society involvement is
needed to test new green solutions in Ethiopian
field and livelihood conditions
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6.9
KEY TAKE-AWAYS FOR BANGLADESH
FROM THE COUNTRY CASE STUDIES
A STRICT AND MARKET LINKED
DEFINITION OF “GREEN CREDIT” TO
STANDARDIZE THE SECTOR ACROSS
FINANCIAL INSTITUTIONS IMPORTANT
SUCCESS FACTOR
INNOVATION IN GREEN FINANCE WILL
REQUIRE EXTENDING THE PRACTICE
AND APPRECIATION OF GREEN
FINANCE BEYOND BANKS AND
INCLUDE
INVESTMENT COMPANIES, TRADING
COMPANIES AND INSURERS
INCENTIVIZING BANKS IN
CAPITALIZATION AND RISK RATING IF
THEY PERFORM WELL IN GREEN
FINANCE
GREEN TECHNOLOGY IS CRITICAL
FOR GREEN GROWTH AND FINANCE
AND HENCE INCENTIVIZE
INSTITUTIONS IMPLEMENTING GREEN
TECHNOLOGIES
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The detail of Green Financing initiatives from China
and Ethiopia has shown very divergent
strategies. Chinese policy making on green finance
has focused on:
• Consistent development of flexible regulation and
green finance policies to create level playing fields
for the banks and financial institutions
• A strict and market linked definition of “Green
Credit” to standardize the sector across financial
institutions
• Mandatory reporting on Green Credit, along with
incentive scheme for qualifying on Green Credit to
ensure participation of major financial institutions
in Green Finance
• Inter-ministerial cooperation on Green Finance to
boost growth and ensure consistency of approach
• Considering Green Finance as an integral part of
the government’s long-term planning with defined
sectors prioritized for growth and sustainability
• Extending the practice and appreciation of Green
Finance beyond banks and include investment
companies, trading companies and insurers, so
that innovation on Green Finance can take place
across the financial sector
• Decentralizing Green Finance policy-making, so
that contextual factors may evolve in the
evidence-based policy making eco-system, along
with creating a competitive environment amongst
different government units
• Incentivizing banks in capitalization and risk rating
if they perform well in Green Finance, putting
Green Finance at the core of operations of the
Banks
• Ensure transparency in the Green Finance
eco-system through databases
• Incentivize institutions implementing green
technologies and making them integral and visible
in a transparent manner for creating a level
playing field
• Accessing global climate market through Green
Bonds, so that the domestic financial institutions
access and benefit from the global best practices

Ethiopia, on the other hand has put Green Finance at the margins of their climate strategy and have put less
emphasis on creating a domestic demand and supply for the same. As a result, the economy has become
perpetually dependent on international donor funding for climate smart technologies. However, the development has
helped Ethiopia in putting more resources towards creating domestic demand for green technologies, across MSMEs and
large-scale industries alike, something Bangladesh has been struggling to achieve so far.

TABLE 37: TOP THREE LEARNINGS FOR BANGLADESH
A strict and market linked definition of “Green Credit” to standardize the sector across financial institutions.
Green Finance can develop only when associated green technologies and green industries grow; in
absence of focus on green industry, green finance will struggle to succeed.
Consistent development of flexible regulation and green finance policies to create level playing fields for
the banks and financial institutions.

6.10
RECOMMENDATION
FOR A VIBRANT
GREEN FINANCE
MARKET IN
BANGLADESH
6.10.1 DEVELOPING POLICIES TO PROVIDE REGULATORY CLARITY
AND FOR INCENTIVIZING DEMAND FOR GREEN FINANCE
• Ensure Clear Definition of Green Finance. Bangladesh Bank recently developed Green Taxonomy as part of of
Sustainable Finance Policy document. However, definition and the breadth of green finance scope included in the
document needs to be further improved. In particular, its alignment to international standards and better clarity through
sharper structuring of the document will be critical.
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CLEAR, HOLISTIC DEFINITION OF
GREEN FINANCE, STANDARD
CHECKLIST TO ASCERTAIN THE
ELIGIBILITY OF GREEN PROJECTS AS
PER INTERNATIONAL STANDARDS AND
STRICT ONSITE MONITORING OF
ACTIVITIES POST THE DISBURSEMENT
ARE ESSENTIAL
ESTABLISH AND STRENGTHEN
LEGAL FRAMEWORKS, INCLUDING
ENVIRONMENTAL
LAWS AND LAW ENFORCEMENT
THAT CONTRIBUTE TO THE
DEMAND FOR GREEN FINANCE

TO ENSURE DEMAND OF
GREEN TECHNOLOGIES,
POLICY-MAKERS MAY CONSIDER TO
INCENTIVIZE GREEN-ASSETS EITHER
THROUGH TAX RELIEFS,
IMPORT SUBSIDIES FOR GREEN
TECHNOLOGIES, ALLOWING THEM AS
COLLATERALS FOR LOANS
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Clear holistic definition of green finance, standard
checklist to ascertain the eligibility of green projects as
per international standards and strict onsite monitoring
of activities post the disbursement are essential for
development of the sector. Policy-makers in
Bangladesh should strive towards articulation of
unambiguous, concise and consistent definition of
which technologies and domains qualify as Green
Finance, across all possible MSME and large-scale
climate smart initiatives. Inclusion of solar home
systems, Electric Vehicles, and other green retail
products may also be included in such definition to
enhance the reach of Green Finance. This will ensure
efficient targeting and tagging of projects under Green
Finance takes place, which is a challenge for the
banking sector in Bangladesh

• Establish and strengthen legal frameworks,
including environmental laws and law
enforcement that contribute to the demand for
green finance. Ad-hoc and preferential
regulations are detrimental for long-term
development of any industry, and Green Finance
is no different. In Bangladesh, despite optimum
and sector friendly policies, implementation of the
same are limited, especially in case of Green
Finance and Green technologies. The government
must impose strict adherence to sustainability
norms and the delinquent industries must be
penalized for not following sustainability practices.
The penal provisions and examples will ensure
demand for green technologies in the market. SFD
Circular No. 02/2017 is a case in point, which
needs to be strengthened and updated for
definition of Green Finance, ESRM norms and
credit rating
• Establish preferential treatment for green
assets. Green technologies and projects are still
“good-to-have” implementations for many of the
entrepreneurs in Bangladesh, who have less
awareness and appreciation for such initiatives. To
ensure demand of green technologies,
Policymakers may consider to incentivize
green-assets either through tax reliefs, import
subsidies for green technologies, allowing them
as collaterals for loans or other non-tariff benefits.
Such tariff and non-tariff incentives will be
instrumental in creating adequate demand for
green technologies across entrepreneurs of
Bangladesh

6.10.2 PUTTING IN PLACE MECHANISMS FOR BETTER CROSSGOVERNMENT INSTITUTIONAL COORDINATION AND INFORMATION
SHARING BETWEEN ENVIRONMENTAL, FINANCIAL AND INDUSTRIAL
REGULATORS
COORDINATION AND
INFORMATION SHARING
AROUND ENERGY AUDIT,
TECHNOLOGY AVAILABILITY,
INDUSTRY BEST PRACTICE
GUIDELINES AND SUPPLY LEVEL
FACTS ACROSS BANGLADESH
BANK AND OTHER INDUSTRY
ASSOCIATIONS AND REGULATORS

• Improve coordination and information sharing
between environmental, financial and industrial
regulators and with third-party institutions.
Green Finance can develop only if the industry
moves towards greener practices. To ascertain the
same, the government must ensure coordination
and information sharing around energy audit,
technology availability, industry best practice
guidelines and supply level facts across Bangladesh
Bank and other industry associations and
regulators. A common public database of green
technology adoption and green finance linkage may
be designed, so that the eco-system benefits and
develops as a whole and not as segregated
domains

ENSURE WIDE-SPREAD
AWARENESS ABOUT THE
REFINANCE SCHEMES WITH
CLEAR GUIDELINES TO
ACCESS THEM

• Ensure Wide-spread awareness about the
Refinance schemes with clear guidelines to
access them. Banks in Bangladesh often are not
aware of the BB refinance schemes and the ways to
access them. Bangladesh Bank may ensure such
awareness is ascertained through training of staff of
the commercial banks, and through more dialogues
around the process to access these. Extending the
scope of such refinance to banks focusing on
MSMEs and retail customers would ensure that
concentration of the refinance does not happen
around largescale green industries only

• Establish effective coordination and information
sharing. This calls for enhancing communication
between financial regulatory authorities and
government administrative departments, as well as
promoting the wider recognition and practice of the
green finance ideas across government.
Interregulatory and inter-ministerial coordination is
necessary for creating such efficient Green Finance
ecosystem

• Intensify publicity and education on the ideas of
green finance, support skills development in such
fields as environmental risk appraisal and green
finance product innovation, and increase the
cooperation with overseas institutions
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6.10.3 SYSTEMATIC FACILITATION OF AWARENESS AND ADOPTION OF
GREEN FINANCE

TABLE 38: SUMMARY OF POLICY RECOMMENDATIONS FOR
GREEN FINANCE IN BANGLADESH

RECOMMENDATION
• Incentivize banks and financial institutions
on Green Finance. Green Finance is still not
at the core of Banks and financial institutions’
operations since the same is not directly linked
to any incentive or penal provision. Some
possible ways through which Banks may be
motivated towards Green Finance are:

ALLOW ELIGIBLE GREEN
LOANS TO BE EXCLUDED
FROM THE LOAN-TO-DEPOSIT
RATIO INDICATORS SO
THAT EXCESS LIQUIDITY OF
THE BANKS CAN BE UTILIZED
IN GREEN PROJECTS
PREFER FOR GREEN
TECHNOLOGIES IN
GOVERNMENT PROCUREMENT
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- Allow eligible green loans to be excluded from
the loan-todeposit ratio indicators in banking
risk management, so that excess liquidity of
the Banks can be utilized in the sector, and
the banks are motivated to invest high-quality
resource and processes towards the sector.
- Mandate sustainability rating of Banks, which
may be linked to their CAMEL rating, so that
Green Finance strategy remains at the core of
their operation.

Developing policies
to provide
regulatory clarity
and for
incentivizing
demand for
green finance

• Preference for Green technologies in
government procurement. To increase demand
and ensure MSME participation, the government
may provide preferential treatment to the green
technology users in its procurement
Some other possible policy interventions
could be:
- Developing markets and institutions to provide
long-term finance, in particular institutional
investors and bond markets to channel
domestic savings and access international
lending and portfolio investment.
- Reduce and exempt the tax on the returns on
investment in green bonds to support the
investment in green bonds and the
development of the green bond market.
- Mobilizing green finance through international
capital markets. Brazil and India, for example,
are both using the Green Infrastructure
Investment Coalition as a means for engaging
with foreign institutional investors.

Institutional
Mechanisms for
better coordination
and information
sharing between
environmental,
financial and
industrial regulators

ACTION AGENDA

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Ensure clear definition and
pragmatic coverage of Green
Finance in the Green
Taxonomy of Bangladesh Bank

Bangladesh
Bank

Ministry of Finance,
Ministry of Environment,
Association of Bankers in
Bangladesh (ABB)

1 Year

Establish and strengthen
legal frameworks including
enforcement for all industries
to ensure demand of green
finance increases within the
market

Ministry of
Environment
and Forests

Ministry of Commerce,
ministry of Industries

2-4 Years

Establish preferential treatment
for green assets through tax
incentives, reduced import
duties for green technology and
preferable treatment of green
assets for collateralization

National
Board of
Revenue

Bangladesh Bank

2-4 Years

Establish institutional
mechanisms for effective
coordination and information
sharing amongst Bangladesh
Bank, Ministry of Environment,
Forest and Climate Change,
and Ministry of Commerce

Ministry of
Finance and
Bangladesh
Bank

Ministry of Commerce,
Ministry of Environment,
Forest and Climate
Change, ABB

1-2 Years

(POLICY/REGULATORY/INSTITUTIONAL)
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RECOMMENDATION

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

Intensify publicity and
education on the ideas of
green finance, especially in
environmental risk appraisal
and green finance audit

Systematic
awareness and
adoption of Green
Finance

Tactical Promotion
of Uptake of Green
Finance

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Bangladesh
Bank

Ministry fo Commerce,
Ministry of Industries,
Ministry of Environment,
Chambers and
Associations

2-3 Years

Ensure wide spread
awareness about the
refinance schemes amongst
banks and industrial
entrepreneurs with clear
guideline on how to access

RECOMMENDATION

1-2 Years

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

LEAD AGENCY

Developing markets and institutions
to provide long-term finance,
especially by channelling domestic
savings for Green bonds

Ministry of
Finance

Reduce and exempt the tax on the
returns on investment in green
bonds to support the investment in
green bonds and the development
of the green bond market

National
Board of
Revenue

Mobilizing green finance through
international capital markets

SUPPORTING AGENCIES

TIMELINE

Bangladesh Bank, BSEC,
IDRA , IRD

3-5 Years

BSEC

1-2 Years

BSEC
Bangladesh Bank

Incentivize banks and
financial institutions on Green
Finance by excluding Green
Finance from Loan-deposit
ratio of the banks, and
mandating sustainability
rating integral to bank’s
CAMEL rating

Bangladesh
Bank

Preference for Green
technologies in government
procurement

Ministry of
Finance
Ministry of
Planning

Other Policy
Interventions
BAB, ABB, NBFIs

2-3 Years

Cabinet Committee on
Government Procurement,
CPTU

2-5 Years

Review of legal, regulatory and tax
framework to support longterm
issuance and investment
Develop appropriate listing rules for
corporate debt (e.g. eliminate the
fixed prices method for bond listings;
fix discrepancies in investors’
treatment during the book-building
process; eliminate the requirement
for underwriters to subscribe
securities issued to the public)

BSEC

BB, FID, IDRA

2-3 Years

2 Years

Rationalize the stamp duty
required on notional value of bond
issuance, which makes it expensive
to issue in comparison to bank
lending

Reform regulations that guide
/constrain investment of insurance
and pension funds in bond
Draft a new provident fund law
and allocate regulatory oversight.
With appropriate governance and
oversight, provident funds’ assets
can be diversified into long-term
investments including in green
finance
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FIGURE 72: FDI OPPORTUNITIES IN GREEN FINANCE: SOME KEY INSIGHTS ON
SOURCES, OPPORTUNITIES AND REFORMS

POTENTIAL
SOURCE OF

FDI

Netherlands
USA
UK

Norway
Several EU Countries
DFIs, Such as IFC, FMO

AREAS IN THE SECTORS
WITH HIGH-POTENTIAL FOR FDI
Green Bonds
Renewable Energy
Green Buildings
Climate Resilient Infrastructure
Climate Resilient Agriculture

CHAPTER 7:
CONCLUSION AND WAY
FORWARD

7.1
BROADER POLICY
AND STRATEGIC
PRIORITIES FOR
ENHANCING PRIVATE
INVESTMENT

POLICY REFORMS THAT WILL BENEFIT FDI
Ensure clear definition and pragmatic coverage of
Green Finance in the Green Taxonomy of
Bangladesh Bank
Establish preferential treatment for green assets
through tax incentives, reduced import duties for
green technology and preferable treatment of green
assets for collateralization
Preference for Green technologies in government
procurement
Reduce and exempt the tax on the returns on
investment in green bonds to support the
investment in green bonds and the development of
the green bond market
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Develop appropriate listing rules for corporate
debt (e.g. eliminate the fixed prices method for
bond listings; fix discrepancies in investors'
treatment during the book-building process;
eliminate the requirement for underwriters to
subscribe securities issued to the public)
Rationalize the stamp duty required on notional
value of bond issuance, which makes it
expensive to issue vs. bank lending
Reform regulations that guide / constrain
investment of insurance and pension funds in
bond

TO ACHIEVE THE VISION
2041, BANGLADESH WILL
NEED TO ENTER INTO A MORE
COORDINATED PHASE OF POLICY
ACTIONS AND REFORMS TO
SUSTAIN ITS RECENT GROWTH
TRAJECTORY AND IMPROVE
OVERALL COMPETITIVENESS

Over the last few decades, Bangladesh has
made stellar economic progress. Poverty rate
has dropped to 20.5 percent in 2019 from 31.5
percent in 2010 – a significant step towards
reaching the first Sustainable Development Goal
(SDG) target of eradicating extreme poverty by
2030. Continued rise in per capita income has
helped the country cross the threshold to become
a lower middle-income country and remarkable
achievements in human development have made
Bangladesh a textbook example of global
development. In February 2021, Bangladesh
qualified in the final review to graduate from United
Nations’ Least Developed Countries (LDC)
category to a ‘Developing’ country by 2026.
Drawing on these impressive records,
Bangladesh has laid out its grand vision to
become a ‘Developed Country’ by 2041. A
fundamental challenge facing Bangladesh to break
into this middleincome bracket is to create more
and better jobs that will facilitate growth and
reduce poverty. Bangladesh’s labor force is
growing by 3.1 percent per annum and 21 million
people are expected to enter the labor market over
the next decade. In the period between
2011-2016, overall employment growth was 1.8
percent annually despite growth in real GDP per
capita increasing from 5.3 percent to 5.9 percent.
Attaining upper middle-income status through
sustainable growth will require a significant
increase in private investment in productive
sector, diversification of the export basket, and
the improvement of overall competitiveness.
The 8th Five Year Plan aims to accelerate
economic development through stronger trade and
investment, including targets such as: (i) increase
in private investment from 22 percent to 27.4
percent of GDP, (ii) increasing FDI to 3% of GDP ,
and (iii) a near two-thirds increase in exports to
US$54 billion. Achieving these targets imply that
Bangladesh will need to enter into a more
coordinated phase of policy actions and reforms to
sustain its recent growth trajectory and improve
overall competitiveness.
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7.1.1. DEEPENING FINANCIAL SECTOR FOR BETTER ACCESS TO
APPROPRIATE FINANCE

STRENGTHENING BANKING
CORPORATE GOVERNANCE,
MAKING THE FERA 1947
MORE INVESTMENT
FRIENDLY, AND EASING
ACCESS FOR
MSMES ARE CRITICAL
FINANCIAL SECTOR
REFORM MEASURES
NECESSARY

Financial sector reforms are essential for increased
private sector investment and FDI. Monitoring the financial
sector will be crucial as recent governance issues in the
banking sector have stressed the sector in terms of capital
adequacy and asset quality. The overall banking sector capital
and Tier 1 capital to risk weighted assets barely exceeds
internationally accepted minimum requirements, and
nonperforming loans are quite high. There are significant
differences in performance (capital adequacy and asset
quality) between state-owned and privately owned banks. In
terms of capital to risk-weighted assets, nonperforming loans
and their provisioning, the state banks and development
financial institutions clearly underperform. Notably, the ratio of
nonperforming loans among SCBs and development financial
institutions has been worsening despite the frequent injection
of public funds, suggesting that weak management and poor
oversight continue to be issues. The recent soft loan
rescheduling policy of the government to reduce
nonperforming loans presents some cause for concern as it
does not address some of the willful defaulters and
governance challenges in the financial sector.
Bangladesh can liberalize the strict foreign exchange
control laws, based on the Foreign Exchange Regulation
Act of 1947 and allow a partial capital account
convertibility. Reform measures should help reduce the
private sector cost of capital, which has been recently brought
down to 9 percent from double digits in the past. However,
such loans are only short-term in nature, leading to tight
liquidity for many corporates. Although foreign financing can
reduce the private sector cost of capital as it can secure loans
at a lower rate, the chances of most private sector companies
attaining it is slender. This is because the Bangladesh Bank
observes the firms that have applied for foreign financing by a
case-by-case basis which can in most cases take over a year
to receive permission. Moreover, Bangladesh Bank has
capped the foreign interest rate which is inclusive of the
London Interbank Offered Rate (LIBOR). But this makes it
difficult for foreign financial institutions to consider Bangladeshi
firms for giving out loans to as LIBOR is a
variable and can change overtime.

7.1.2 MORE CONDUCIVE BUSINESS TAXATION
Tax reforms that are effective can help to
simplify and unify tax rates for the private
sector and hence induce higher private
investment and FDI in the economy. The
government can formalize activities in the informal
sector by increasing the number of income
taxpayers and Value Added Tax (VAT) collection.
Widening the tax net is key to a more effective tax
policy and higher revenue collection. Moreover,
the tax administration can be strengthened, and
tax personnel can be trained to make tax reforms
more effective and can help in simplify and unify
tax rates for the private sector.

SIMPLIFICATION/UNIFICATION OF TAX
RATES, DIGITIZING KEY TAX
COMPLIANCE PROCEDURES SUCH AS
E-FILING AND PAYMENT,
AND INTEGRATING ONLINE PLATFORMS
COVERING DIFFERENT TYPES OF
TAXES AND SERVICES CAN HELP
IMPROVE BUSINESS TAXATION

Promoting e-filing and e-payment for all kinds
of tax transactions and simplifying tax
reporting forms will be helpful to taxpayers.
The introduction of electronic filing reduces tax
compliance costs for businesses, but there is still
progress to make to ensure that the online (as well
as paper-based) system is simple and easy to use.
Simplified tax forms could speed up tax filing and
reduce the need for intermediaries. The perception
from the private sector is that tax forms are too
lengthy and complex, especially for SMEs. A
review of current tax forms could be undertaken to
to help reduce the number of fields and make
them more intuitive.
Integration of various online platforms into a
single interface for all taxes are necessary. To
encourage the use of e-services, the Government
of Bangladesh could introduce joint filing and
integrate the various online platforms. If there is
enough uptake, another strategy to consider would
be to make e-filling and e-payment mandatory.
This change would have ensured that e-services
are accessible to all firms.

Addressing high collateral requirement for bank loans will
be important to improve accessing credit. SME enterprises
are reluctant to obtain formal funding through bank and
non-bank financial institutions as they are required to furnish
collateral including tangible assets such as land, building etc.,
and additional security in the form of receipts, bank and
insurance guarantee, land property and corporate guarantee.
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7.1.3 FACILITATIVE TRADE REGIME FOR GREATER GLOBAL
INTEGRATION

BANGLADESH CAN IMPROVE
COMPETITIVENESS BY REDUCING
PARA-TARIFFS SUCH AS
SUPPLEMENTARY AND REGULATORY
DUTIES ON RAW MATERIALS
SECTOR-BASED ROADMAP FOR TARIFF
MODERNIZATION WILL BE HELPFUL
STRENGTHENING TRADE AND
INFRASTRUCTURE LOGISTICS TO
REDUCE CUSTOMS CLEARANCE AND
TRANSIT TIMES WILL RESULT IN LOWER
COSTS OF PRODUCTION
A NATIONAL SINGLE WINDOW FOR
TRADE WILL BE SIGNIFICANT IN
FAST-PACING BORDER CLEARANCE
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Adopting certain policy measures such as
reducing para-tariffs can support in inducing
more trade and thus increasing private
investment and FDI. Bangladesh can intensify
its trade and hence increase private sector
investment including FDI by taking certain
targeted policy measures. The country can
improve competitiveness by reducing
para-tariffs such as supplementary and
regulatory duties on raw materials and can be
more harmonized with
comparator countries. Developing broad-based
global value chain capabilities through policy
measures such as reducing average rates of
protection and harmonizing tariff schedules
across all intermediate and final goods,
facilitating easier and faster imports for
exporters (e.g. through better functioning
bonded warehousing schemes), introducing
better standards and product market
regulations, strengthening trade and
infrastructure logistics to reduce customs
clearance and transit times and thus resulting in
lower costs of production, and adopting a
sector-based roadmap for tariff modernization
will be needed. The country can also have a
stronger competition policy and protection of
consumers from predatory business practices.
Bangladesh has tremendous potential to
become more productive and, therefore,
more competitive. Introducing the right set of
policies across a number of areas can help the
country become more integrated and globally
competitive across a broader spectrum of
industries – accelerating growth, reducing
poverty and creating more jobs. Broadly
defined, these areas are: improving business
environment, policies to better connect to Global
Value Chain (GVC), maximizing agglomeration
benefits and strengthening firm capabilities.

7.1.4 VIBRANT INVESTMENT POLICY AND TARGETED PROMOTION
In its effort to improve the business environment, Bangladesh moved by eight notches to 168 out of 190 countries in
Doing Business rankings in 2020 but the reform agenda is still large and needs to move fast to increase private investment
and FDI. Modernizing archaic laws such as Companies Act and Foreign Exchange Regulation Act, improving government
service delivery through establishing the full scale and single one-stop service, strengthening contract enforcement through
introduction of alternate dispute resolution and more rapid disposal of commercial cases, facilitating foreign financing for
private sector firms and strengthening regulatory governance through the introduction of systematic tools such as
Regulatory Impact Assessment, are some of the critical policy measures to improve the business operating environment of
Bangladesh and reduce incentives for corruption and discretionary behavior.

IMPORTANT INVESTMENT POLICY REFORMS
FOR CONSIDERATION INCLUDE:
- MODERNIZING ARCHAIC LAWS SUCH AS
COMPANIES ACT, ARBITRATION ACT, AND
FOREIGN EXCHANGE REGULATION ACT
- IMPROVING GOVERNMENT SERVICE
DELIVERY THROUGH ESTABLISHING THE
FULL SCALE AND UNIFIED ONE-STOP
SERVICE FOR ALL INVESTMENT AGENCIES,
- STRENGTHENING CONTRACT
ENFORCEMENT THROUGH INTRODUCTION
OF ALTERNATE DISPUTE RESOLUTION AND
MORE RAPID DISPOSAL OF COMMERCIAL
CASES
- SIMPLER FOREIGN FINANCING APPROVAL
FOR PRIVATE SECTOR FIRMS
- STRENGTHENING REGULATORY
GOVERNANCE THROUGH THE
INTRODUCTION OF SYSTEMATIC TOOLS
SUCH AS REGULATORY IMPACT
ASSESSMENT

Investment Promotion Agencies (IPAs) need
to utilize new generation promotion
mechanisms for strategic investment
promotion. IPAs such as Bangladesh
Investment Promotion Agency (BIDA) focuses
most of its effort on regulation, meaning that
identifying priority sectors, designing a shelf of
projects, targeting priority investors and
converting investor interest into actual
investment require more attention.
Implementing the BIDA Corporate and Strategic
Plan will be instrumental in this regard.
Navigation of several uncoordinated
regulatory services make it difficult for
investors to operate a business. Evidence
suggests that over 23 government agencies are
involved in providing investor services in
Bangladesh and an investor may need to
navigate through as many as 150 regulatory
services to start and operate a business.
Furthermore, poor coordination among
government, due to lack of data-sharing
and interoperability mechanisms, lead to
investors having to duplicate same information
in multiple steps. All these factors result in
unpredictability in regulatory service delivery for
investors and hinder investments.
In this regard, the role of regular data and
its structured analysis is more critical than
ever to observe the condition of
Bangladesh’s business environment.
Bangladesh does not generate regular and
structured data related to its business
environment from the public or the private
sector. Given the factors that dampen business
environment and constrain private sector
investment, it is imperative to develop a local
and context relevant index, informed by the
views of the private sector, which captures the
challenges of the business environment in
Bangladesh, across the business cycle.
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7.1.5 CONTINUING THE MOMENTUM ON INDUSTRIAL
INFRASTRUCTURE DEVELOPMENT
COOPERATION WITH PRIVATE FIRMS
TO DEVELOP ‘PLUG AND PLAY’
INDUSTRIAL ZONES WITH R&D
FACILITIES, WASTE DISPOSAL AND
RECYCLING FACILITIES, INVESTMENT
IN INFRASTRUCTURE TO BETTER
CONNECT AND EQUIP SECONDARY
CITIES AND PURSUE
DECENTRALIZATION

Evidence suggests that the concentration of
high�return economic activities around
Bangladesh’s growth poles - Dhaka and
Chittagong leads to higher productivity in
the eastern part of the country. Therefore,
acquiring maximum productivity benefits from
rapid urbanization requires policies to leverage
on agglomeration economies while minimizing
the adverse impacts of urban congestion.
Cooperation with private firms to develop ‘plug
and play’ industrial zones with R&D facilities,
waste disposal and recycling facilities,
investment in infrastructure to better connect
and equip secondary cities and pursue
decentralization, and collaboration with private
sector to improve the efficiency and availability
of clusters for industrial development are some
of the policy actions that are key to maximize
Bangladesh’s agglomeration benefits.

TABLE 39: BROADER POLICY AND STRATEGIC PRIORITIES
RECOMMENDATION

Deepening Financial
Sector for Better
Access to
Appropriate Finance

7.1.6 PRODUCTIVITY ENHANCEMENT THROUGH SKILLS
AND TECHNOLOGY
Eliminating policy-induced mismatch that
NECESSARY SKILLS FOR
COMPETITIVENESS WILL REQUIRE
- INCENTIVIZING FIRMS TO ENGAGE IN
INCREMENTAL INNOVATION
- FOCUSING ON ENHANCING INPUTS
THAT ARE COMPLEMENTARY TO R&D
INVESTMENTS SUCH AS TECHNOLOGY,
SKILLS, AND FINANCE
- ARTICULATE A COMPREHENSIVE
VISION FOR SKILLS DEVELOPMENT
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limits the flexibility of labor, capital, and
land could enable more productive firms
to grow and prosper. In particular, policies
to increase labor market flexibility, especially
for women—who are relatively more
disadvantaged in labor markets—are likely to
reduce misallocation of labor and improve
productivity. Almost 80 percent of firms in
Bangladesh engage in technological innovation.
These firms have the potential to spur
innovation to break into new markets with new
products if provided with technology and skills
training. Incentivizing firms to engage in
incremental innovation, focusing on enhancing
inputs that are complementary to R&D
investments such as technology, skills and
finance, articulate a comprehensive vision for
skills development, reskilling the current labor
force through greater access to non-formal
training and skills-building, and improving the
quality of foundational education
are some of the key policies that will enhance
firm capability in the country.

More Conducive
Business Taxation

ACTION AGENDA

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Ease the process of
accessing foreign
commercial borrowing for
priority sectors

Bangladesh
Bank

Financial institutions
Division (FID)

1-2 Years

Increase specialized staff
to maintain financial
documentation, prepare
project feasibility or credit
risk reports

Bangladesh
Bank

Banks and Financial
Institutions

2-5 Years

Enactment of Secured
Transaction Registry Law for
simplification of collateral
challenges in accessing credit

FID of MoF

Ministry of Commerce,
RJSC

2 Years

Simplify and unify tax
rates for the private sector

NBR

BIDA, Ministry of
Industries, SME
Foundation, Chambers
and Association

2-3 Years

NBR

Ministry of Finance,
ICT Division, BASIS

2-3 Years

NBR

Ministry of Finance,
ICT Division

3-5 Years

(POLICY/REGULATORY/INSTITUTIONAL)

Promoting e-filing and
e-payment for all kinds of tax
transactions and simplifying
tax reporting forms

Integration of various online
platforms into a single
interface for all taxes
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RECOMMENDATION

Facilitative Trade
Regime for Greater
Global Integration

ACTION AGENDA

LEAD AGENCY

SUPPORTING AGENCIES

TIMELINE

Approve the long-pending
draft Customs Act

NBR

MoF, PMO, Export
Associations

1 Year

Implementing a tariff
rationalization roadmap

NBR

(POLICY/REGULATORY/INSTITUTIONAL)

Reducing para-tariffs to induce
more trade

Fast establishment of National
Single Window for border
clearance; National Single
Window Policy

Fast development of new port
facilities such as Bay Container
Terminal with provision for
private sector-led operations
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MoC. PMO, FBCCI

RECOMMENDATION

3 Years

NBR
MoC

Chittagong
Port
Authority

PMO, Ministry of Shipping,
PPP Authority

LEAD AGENCY SUPPORTING AGENCIES

TIMELINE

Modernizing laws such as
The Company’s Act, Foreign
Exchange Regulations Act,
Arbitration Act, IPR Act

BIDA, PMO,

2 Years

Operationalization of BIDA
Strategic and Corporate
Plan focusing with smart
investment promotion

BIDA

BB, MoC, Ministry of
Industries, Ministry of Law

PMO, Ministry of
Public Administration,
Ministry of Finance

1-2 Years

2-3 Years

NBR
38 Border Clearance
Agencies, Ministry of
Commerce, Chambers
and Associations

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

2 Years

Vibrant Investment
Policy and Targeted
Promotion

Increase policy coordination on
investment through regularizing
the activities of PMO-based
Private Sector Development
Policy Coordination Committee
(PSDPCC)

3-5 Years
Generate regular and
structured data relating to
Bangladesh Business
Environment by developing
home-grown business
environment indices

PMO

FBCCI, DCCI, MCCI,
BUILD, CCCI, FICCI

BIDA
MoI
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RECOMMENDATION

ACTION AGENDA

(POLICY/REGULATORY/INSTITUTIONAL)

Review of the SEZ Act to
incorporate the latest trends

LEAD AGENCY

BEZA

SUPPORTING AGENCIES

PMO

TIMELINE

1-2 Years
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