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EXECUTIVE

SUMMARY
Impressive Development

Performance
Positions

Bangladesh as a
Strong Economic
Partner

Several factors contributed to 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. 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.

Bangladesh has transformed into Middle-Income Country
status in only fifty years of its independence. Bangladesh in
less than five decades of independence has transformed from
low income to middle-income status and is considered to be a
developmental success story. 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; as well as private consumption primarily
driven by remittances and a growing middle-class. Annual real
growth in Gross Domestic Product (GDP) averaged 3.2 percent
in the 1980s, 4.3 percent in the 1990s, and 5.6 percent in the
2000s and reached a new growth trajectory of 8.2 percent in
2019. Despite the challenges of the COVID-19 pandemic,
Bangladesh still managed to record a growth rate of 5.2 percent
in fiscal year 2020, which is higher than its South Asian peers,
and most other countries in the world.
Table: Bangladesh’s Major Strengths as an
Emerging Economic Hub

US$500 billion by 2026

Rising Purchasing Power
(Per Capita Income
Surpassed $ 2500 in
Fiscal Year 21)

Proven Manufacturing
and Export Capacity

Sound Macro-economic
Management
( Low Inflation,
Manageable Deficit, Low
Public and Foreign Debt)
Liberal Policies for
Private Participation in All
but Four Sectors (Arms,
Forest, Nuclear, and Security
Printing)

Affordable and Flexible
Labor Market

Demographic Dividend to
Last for Another Several
Decades
(65% Working Age
Population)

Strategic Geographic
Location

(Connector Between South
Asia and South-east Asia)

Preferential Market
Access

(EU GSP; China Duty-Free for
8257 Products)
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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.

Growth Aspirations and

Development

Priories Hinge on Enhanced
Trade and

Investment

Table: Targets in 8th Five Year Plan of Bangladesh
FY22

FY23

FY24

FY25

Export (in Billion USD)

41.6

46.0

50.9

56.3

Import (in Billion USD)

-61.3

-67.8

-75.2

-83.9

Export (as % of GDP)

12.8

12.8

12.7

12.6

Import (as % of GDP)

18.8

18.7

18.7

18.7

Private Investment (as % of GDP)

24.5

25.3

26.1

27.4

FDI (as % of GDP)

1.35

1.90

2.50

3.00

Source: 8th Five Year Plan of Bangladesh
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One of Bangladesh’s greatest development
challenges is to provide gainful employment to
2.1 million people who are joining the labor force
every year. Despite comparatively strong
economic growth and exports, the pace of job
creation has slowed down in recent years as
confirmed by 2015 Labor Force Survey. 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 21 million people
entering the labour force in the next decade. 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.
Private Investment and economic diversification
are key drivers that will help deliver Bangladesh’s
economic aspirations and address the
decelerating pace of job creation. At present,
export diversification is stagnant as over 80
percent of the export basket is dominated by
readymade garments (RMG). The RMG industry
fetched US$ 34.1 billion in exports in FY2019 and

US$ 27.9 billion in FY2020 amid the grave
challenges due to the COVID-19 pandemic.
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. Between FY2014 and FY2017,
there has been a substantial rise in RMG exports,
but employment did not increase, rather it stayed
stagnant. This reinstates that fact that
diversification is key for generating employment.
The need for increased trade and investment
becomes more pressing as Bangladesh will face
severe challenges post its LDC graduation and
current COVID-19 pandemic. Bangladesh will
primarily face three types of challenges after it
graduates from its LDC status in 2026; these are:
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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Systematic Effort

Will Help Tap Into
Opportunities for the

USA in
Bangladesh
Figure: Tailwinds for attracting trade and
investment in Bangladesh

Bangladesh has a
population of 160 million

68 Million people of
working age.

Labor force is
estimated at
57 million

Affluent and
Middle-class population
of 34 million by 2025

Average rate of 5.7%
over last 30 years

Aspires to be an
Upper-middle Income
country by 2031 and a
Developed Country by 2041

This study has been undertaken as part of American
Chamber of Commerce and Industry of Bangladesh’s
initiative to identify the opportunities and strategies
that can strengthen trade and investment between
Bangladesh and US. The key objective of this study,
executed with technical support of Policy Exchange
Bangladesh, is to focus on why Bangladesh is a lucrative
trade and investment partner and how US and
Bangladesh can support each other in ramping up trade
and investment between both countries. The study will
delve into the mentioned areas: i) Criticality of trade and
investment in Bangladesh, ii) Why Bangladesh is a
lucrative trade and investment partner, iii) An
assessment of the current state of trade and investment
between Bangladesh, US and other major trading
partners such as UK, and Japan , iv) Comparison of trade
and investment promotion approach between the US
and Bangladesh vis-a-vis other countries, v)
Opportunities for US to ramp up trade and investment
in Bangladesh and v) Engagement strategy for the US.
The study extensively delves into national strategies
along with key relevant stakeholders to carve out the
priority sectors that are of common interest to USA and
Bangladesh for enhancing trade and investment. The
report dives into national strategies and policies such as
the 8th Five Year Plan, Perspective Plan of Bangladesh
2041, Export Policy, Import Policy, Delta Policy 2100,
Industrial Policy to identify a long list of sectors that are
prioritized by the government. Subsequently, with the
help of several high-level Focused Group Discussions
and Key Informant Interviews, the team has diligently
identified the thrust sectors that would be beneficial for
both USA and Bangladesh for trade and investment.
These include: Agribusiness, Digital Economy,
Infrastructure and Logistics.
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Several Sectors

Hold Strong Prospects for

US Businesses

Primary and secondary sources have indicates that agribusiness is an area that holds tremendous potential for business
growth for both Bangladesh and US. In Bangladesh, 37.8 percent of its population, which is approximately 60 million
people, is involved in agriculture. Additionally, agribusiness has an inherent domestic market in Bangladesh as
Bangladeshis spend 47.7 percent of their income on food. Moreover, the market for processed food in Bangladesh reached
a size of US$ 2.5 billion in 2019 and is growing at an average of 8 percent per year. By 2050, with the global population
expected to reach 9.8 billion and demand will be 60% higher than it is today. Increased urbanization in the future will affect
food consumption patterns—higher urban income is reﬂected in reduced intake of staples, increased demand for
processed food and meat.
Figure: Priority Sectors in Perspective Plan of Bangladesh 2041 and 8th Five Year Plan

Agribusiness

Digital
Economy

Infrastructure

Logistics

Health

Education

Manufacturing
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Bangladesh’s National Priority Sectors

Figure: Win-Win Sectors for US and Bangladesh Where Priorities and Advantage Converge
Logistics
Digital
Economy
High-Skilled Services

Agribusiness

Health

Education

Infrastrucuture

Manufacturing

US Comparative Advantage

Bangladesh already has the foundational stones for a digital economy. With 106 percent mobile phone penetration (173
million), 60 percent internet penetration (103 million) and 55 percent mobile internet penetration (94 million), retail
digital connectivity in Bangladesh has already reached its peak. Bangladesh is 9th largest in the world in terms of mobile
users. In addition, more than 34 million Bangladeshis transact for more than US$ 232 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, enabling them for rapid digitalization of services, both private
and public.
An investment requirement of US$ 608 billion for infrastructure for Bangladesh is estimated by Global Infrastructure
Outlook till 2040, which translates into US$ 24.3 billion annually. To facilitate industrialization, the government envisions
to establish 100 Economic Zones (EZs) by 2030, where the enabling environment will be comparatively favorable than the
rest of the country. The economic zones are expected to provide employment opportunities for 10 million people and
increase exports by an additional $40 billion. These zones provide several attractive incentives for foreign investors. On
the other hand, seaports provide significant investment opportunities as the government intends to expand the
Chittagong port and complete Matarbari deep seaport, Payra seaport and Bay terminal. Presently there are operational
inefficiencies in Chittagong port that is reﬂected by higher turnaround time of 3.23 days compared to 0.73 days at Cochin
port, 0.86 days at Colombo port and 1.83 days at Chennai port. Private investment in ports can increase efficiency and can
reduce average maritime transport costs to US by 8.8 percent (Competitiveness of South Asia’s container ports, World
Bank, 2016).
The logistics sub-sector comprises of warehousing and storage, TCL, transport logistics and ports. A study by PwC has
identified US$ 1.1 investible opportunities in TCL that has emerged because of higher demand for significant investment
in TCL has been triggered by recent steep growth of industries (agribusiness, food, restaurants, pharmaceuticals, and
chemicals) reliant on efficient TCL. Notably, perishable food industry, grew by 11 percent in the last five years. Demand for
warehousing is projected to grow by 64 percent by FY22. The warehousing market is fragmented as 95 percent of the
warehouses are either owned by rented by end-users directly. Current warehousing and TCL services providers do not
follow globally accepted standards and offer sub-par quality services at a relatively higher price. Additionally, the TCL
market is estimated to grow by 126 percent from 110,500 pallets in 2018 to 249,500 pallets in 2028.
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Untapped US Trade and
Investment Potential Points to
Strong Headroom for

Growth

Figure: Sector potential of BD Exports to US
Untapped potential:
US $320.26 Million

Untapped potential:
US $6.95 Million

Untapped potential:
US $15.7 Million

RMG

Footwear

Actual Exports:
US $ 5147 Million

Actual Exports:
US $ 133 Million

Headgears
and parts
Actual Exports:
US $ 145 Million

Figure: Potential of US Export Sectors to Bangladesh
Untapped potential:
US $10.24 Million

Untapped potential:
US $9.44 Million

Untapped potential:
US $11.718 Million

Cotton

Iron

Oil Seeds

Actual Exports:
US $ 387.1 Million

Actual Exports:
US $ 339.4 Million

Actual Exports:
US $ 448.4 Million

The report uses the gravity model to
comprehend the sector potential of
Bangladesh’s exports to the USA, potential
of exports from USA to Bangladesh and
potential FDI from the USA to Bangladesh.
Total RMG exports in FY20, as shown
below stood at $5,147 million. However,
our study shows that it can go up to $5,467,
after utilizing the currently untapped
potential of $320.26 million. The model
shows Cotton and Oilseeds exports to
Bangladesh from USA almost has the
same untapped potential of around 10
million USD, and if this is fully utilized, the
export would go up as much as 397.3 and
460 million USD respectively. Additionally,
the model shows the optimal FDI should
have been $362.1 million, which is around
34.8% percent higher than what
Bangladesh received in FY20.

Figure: Untapped US FDI Amounts to $195m over FY 2018-20
Untapped potential in
FY2020: US $84.94

Untapped potential in
FY19: US $56 Million

Untapped potential in
FY18: US $54.6 Million

Actual FDI:
US $ 277.15 Million

Actual FDI:
US $ 187.35 Million

Actual FDI:
US $ 170.57 Million
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Investment and

Trade Promotion Efforts by
Comparator Countries Offer
Interesting Insights for
the

US Stakeholders

The report, that extensively reﬂects on primary and
secondary resources, including extensive one on one
interviews with relevant stakeholders revealed the
differences between the US government and private
sector approaches and other countries approaches
such as UK and Japan. Unlike US, countries like Japan
deploys all government organizations to drive the trade
and investment agenda. For instance, JETRO is a
government-related organization that works to
promote mutual trade and investment between Japan
and Bangladesh. JETRO Dhaka looks after the interest of
all Japanese companies that are present in Bangladesh
and all Bangladeshi companies those are doing
business with Japan. A number of local and foreign
companies operating from Bangladesh are making use
of JETRO Dhaka as their source of vital information on
Japan in order to open up their business relationship
with Japan or to upgrade their existing business
relations.
Moreover,
JETRO
assists
potential
Bangladeshi entrepreneurs to export to Japan as well as
to promote industrial and technical co-operation to
attract Japanese Investment in Bangladesh. JICA does
similar work and collaborate with JETRO on many
aspects.
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Table: Investment and trade promotion approaches of US vis-à-vis comparator countries

Approach
Government
Based
Approaches

USA
US Embassy in
Bangladesh
Regular monitoring of
Bangladesh
macroeconomy
Investment promotion of Bangladesh
Monitors change in
regulation relating to
trade and investment
and disseminates the
information to US
investors/traders.
Provides information
to US businesses
regarding Bangladesh

Department of
Commerce

Is expected to commence
operations soon in US
Embassy.
Will support in strengthening dialogues between
US and GoB.

Trade and Investment
Cooperation Forum
Agreement (TICFA)
Platform for discussing
business obstacles with
GoB

Private
Sector
Based
Approaches

American Chamber of
Commerce in
Bangladesh

Advocacy to improve
business ecosystem in
Bangladesh
Setup dialogues between
US businesses and GoB
Establish contact between
American business
community

Japan

UK

Japan Embassy in
Bangladesh

British Embassy in
Bangladesh

Provides latest insights on
Bangladesh policy.
Provides industry-specific
investment opportunities.

Provides British businesses on
latest insights on opportunities
Provides relevant information
to British businesses interested
in Bangladesh

Japan International
Cooperation Agency
(JICA)

Matchmaking service between
Japanese and Bangladeshi
companies for JV.
Advocates on behalf of
Japanese businesses to GoB.

Japanese External Trade
Organization (JETRO)

Provides information on
Bangladesh to Japanese
investors and vice versa
Works with JICA for
policy advocacy
Promotes industrial and
technical cooperation.

Generalized System of
Preferences (GSP)

Bangladeshi Industrial products
are given duty-free treatment
in Japan.

Japanese Economic Zone

Developed by Japanese
companies for mainly
Japanese companies to invest.

Japan-Bangladesh
Chamber (JBCCI)/JETRO/
New Vision Solutions
Matchmaking arrangement for
JV
Investment Consulting
Market research for Japanese
companies
Investment Counseling

Department for International Trade (DIT)

Proactively looks for business
opportunities and reaches out
to UK companies
Maintains a digital software
system where these opportunities are posts and British
businesses have access to this
system
Provides support to UK
companies looking to invest in
Bangladesh

UK Export Finance (UKEF)

US$ 3 billion fund to help UK
businesses export to
Bangladesh
Provides working capital loans
at a minimal interest rate.
This fund can also be used by
British companies to buy
insurance in case of buyer
default.

UK-Bangladesh Trade and
Investment Dialogue
Platform used to discuss
cooperation in trade and
investment

British Business Group
Business (BBGB)

Arranges meetings with GoB
and British companies.
Provides information on
Bangladesh to interested UK
companies.
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Approach

USA

Private
Sector
Based
Approaches

US-Bangladesh
Business Council
Provides latest insights on
Bangladesh regulatory
policy and business
opportunities.
Advocates for business
reforms.
Platform for US
Government and GoB
Provides support on
strategic advisory, market
entry, B2B and B2G
opportunities

Japan
Japanese Business
Community in Bangladesh
Closely knitted community
with continous collaboration
and communication among
the members.
Work with JICA and JETRO to
share their business concerns
in Bangladesh
Advocate to streamline
regulations

UK
British Chamber of
Commerce and Industry
(BCCI)
Provides business information.
Provides market research for
UK companies.
Provides networking
opportunities.
Arranges seminars and
workshops.

Japan-Bangladesh
Chamber of Commerce
and Industry (JBCCI)
Provide information on
Bangladesh to Japanese
investors.
Advocates for regulatory streamlining

Many private sector advisory and consultancy firms from
Japan help investors with information and other services
for starting a business in Bangladesh. These firms provide
the arrangements such as matchmaking Japanese
companies with local ones for JV, investment consulting
services for Japanese companies wanting to come or
expand in Bangladesh, due diligence for establishment of
a Japanese company in Bangladesh, guidance on the type
of business model a Japanese company should adopt
which comprehends and encompasses Bangladeshi
preferences, culture and values. Moreover, Japanese
businesses that have presence in Bangladesh are tightly
knitted and in continuous communication with each
other. These companies work together with JICA and
JETRO to share their concerns and advocate as a group to
the government of Bangladesh to address their concerns
or streamline regulations that are hindering trade and
investment with Bangladesh. This is in contrast to USA’s
approach which is fragmented and less cohesive both in
terms of government and private sector approaches.

The UK provides several innovative approaches such as a
digital software system that contains information about
investment opportunities and investors. Additionally, the
UK government also provides export finance to firms
exporting to Bangladesh. UK’s Department for
International Trade (DIT) proactively looks for business
opportunities in Bangladesh and reaches out to UK
companies. They maintain an internal digital software
system where these opportunities are posted and provides
support to UK companies that are interested in reaping
these opportunities. Additionally, UKEF currently has a
fund of US$ 3 billion which it will provide to UK companies
wanting to export to Bangladesh. UKEF specifically helps
UK exporters and provide them working capital loans for
export orders at a minimum interest rate. This encourages
many UK exporters to increase their trade with
Bangladesh.

12

Summary of Recommendations for Agribusiness
Recommendation

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

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

Lead Agency

Supporting
Agencies

Timeline

Ministry of
Industries

BSTI, Bangladesh
Accreditation
Board, Ministry
of Agriculture

3-5 Years

Ministry of
Agriculture

Seed certification
Agency, National
seed Board,
Bangladesh Seed
Association

3-5 Years

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 Plant
Quarantine Rules
5. Development of an internationally
compatible Halal certification
system

Facilitate industrial
agriculture, in
addition to
commercial
agriculture

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.

Removal/Easing of restriction on
notified crops

2.

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

3.

Reduction of import duty on
industrial varieties

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
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Recommendation

Action Agenda

Targeted
Agribusiness Policy
and Fiscal Support
for Agri-processors
to create a strong
market pull

1. Develop a national policy/strategy
on Agribusiness Sector
Development

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

1. Establish one stop services in
Ministry of Agriculture for efficient
and fast Agribusiness Regulatory
Services Delivery

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

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

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
and Ministry
of Finance

Ministry of
Commerce,
Bangladesh Bank,
Ministry of
Industries,
Ministry of
Agriculture

1-2 years

Ministry of
Agriculture

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

1-2 years

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

Ministry of
Agriculture

Ministry of Law

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)

3 Years

2. Issue guidelines for community
agriculture
1. Prepare a technology road map and
action plan for Agri sector for
technology adoption and digitization
3. Upgrade of Intellectual Property
Rights (IPR_)
Provide tax and fiscal incentives to
ease technology adoption and
transfer

2-5 Years
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Recommendation
Establish
agro-processing
zones (APZs) and
incentivize private
sector investments
along agricultural
value chains

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

Action Agenda
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.

Lead Agency

Supporting
Agencies

Bangladesh
Economic
Zones
Authority
(BEZA)

PMO, Ministry of
Industries,
Bangladesh Agro
Processors
Association (BAPA)

Timeline
5 Years

2. Establish a desk within BEZA to deal
with feasibility, development, and
operations of agro-processing
zones
1. Financial 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
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Summary of Recommendations for Digital Economy
Recommendations
Start-up friendly
policies through
investor dialogues,
investment policies,
funds of funds and
relaxed tax regime
for start-ups.

Action Agenda
1. Introduction of national Policy on
Start-up for eco-system and
investment growth
2. Update National Broadband Policy
2009.
3. Update National Broadband Policy
2009.

Lead Agency
ICT Division
National
Board of
Revenue
Start-up
Bangladesh
BIDA

4. Enactment of regulations for
alternate MSME credit rating
system.
Modernizing Policy
and Regulatory
Framework for
Supporting greater
Digital Economy
Investments and
entrepreneurship for
MSMEs in the
Start-up and IT/ITeS
sector.

1. Fast 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

Supporting
Agency

Timeline

2 Years
2 Years
2-3
Years
2 Years

ICT Division,
Ministry of
Commerce,
Bangladesh
Bank

2. Relax capitalization and licensing norms SMEs to participate in
Digital Economy

1 Years

1 Years

3. Enactment of regulations for
alternate MSME credit rating
system

Bangladesh
Bank

2 Years

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

Ministry of
Planning
/CPTU

3-4
Years
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Recommendations

Action Agenda

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

1. Develop a Digital Education Policy

including Deep-tech AI and other
4IR aspects

Lead Agency

Supporting
Agency

Timeline

ICT Division

Bangladesh
Computer
Council

2-3
Years

2. Develop Digital literacy (minimum

BGMEA,
DCCI,
MCCI,
BASIS etc.

app usage health, education, and
agri) in segments including
segments with low literacy

3. Upgradation of Intellectual Property

2 Years

Rights (IPR)

4. Introduction of national Skills

2-3
Years

Registry Policy

Universalize Digital
Identity be used as a
conduit for digital
inclusion.

1. Scale up the Smart NID infra-

ICT Division

structure and aligning the same
with bank accounts and government services.

2. Enactment of Data

Inter-operability law.

3. Enactment of Data protection and

privacy Law Consumer and data
protection assurance.

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

4. Inter-agency working group for

identity based eKYC

6. Develop a Digital Financial

2-3
Years

2 Years

Inclusion Policy.

based bank accounts.

2 Years

1-2
Years

5. Legal sanction for universal

1. Create regulations for e-KYC

2-3
Years

1 Years

appropriate design and roadmap
of universal digital ID.

Promote Bank-based
payments and digital
finance for greater
inclusion

3 Years

Bangladesh
Bank

MoF

1-2
Years

NBR
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Recommendations

Action Agenda

Create legal pathway
for Digital Identity
based
authentication for
universal use,

1.

Legislating the universal ID.

ICT Division

Create Digital
Economy Friendly
Tax and tariff
regimes for
hardware and
software import,
income tax and
VAT/GST.

1.

Revision of taxes to decrease
internet prices.

National
Board of
Revenue

2. Reduction of taxes on smart
phone imports.

Supporting
Agency

Lead Agency

Timeline

Ministry of
Commerce
Ministry of
Finance
1-2
Years
1-2
Years
2 Years

3. Reduce import duties on
critical software and hardware resources, e.g., firewall,
and mobile network/internet
infrastructure.
Summary of Recommendations for Infrastructure and Logistics

Recommendations

Action Agenda

Lead Agency

Supporting
Agency

Timeline

Develop and enact a
National Logistics
Policy/Logistics

1. Develop a National Logistics
Strategy that would be
holistic and aligned with
Government’s growth
agenda and trajectory

Prime
Minister’s
Office (PMO)
and Logistics
Infrastructur
e Developed
Working
Committee

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

1-2 Years

Institute a
inter-agency
coordination
mechanism to bring
together the 9
ministries and 21
agencies who are
relevant for logistics

1. Develop a coordination
mechanism that would
involve the private and public
sector representatives

Prime
Minister’s
Office (PMO)
and Logistics
Infrastructur
e Developed
Working
Committee

Relevant
Public and
Private Sector
Agencies

1-2 Years

2. This may be a foundational
step in developing the
National Logistics Strategy
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Recommendations

Action Agenda

Enact a new
regulatory
framework for
logistics
(warehousing and
storages) by replacing
the age-old
Warehouse
Ordinance of 1959

1. Develop a policy guideline for

Removal of restrictive
measures on foreign
ownership in logistics
sector (e.g., allowing
100% foreign
ownership; removing
49% equity ceiling for
foreign partners in
logistics joint
ventures)

1. Foreign operators in logistics

warehouse and storage.

Lead Agency

Timeline

BEZA

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

2 Years

NBR

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

1-2 Years

2. Develop operational guideline

for warehousing and storage.

should be able to operate in
Bangladesh on its own

Supporting
Agency
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Summary Recommendations for US Specific Measures

Recommendation

Government-Based
Approaches

Approaches

Timeline

1.

Enhancing communication and
engagement between US embassy and
existing and potential US investors.

AmCham, US
Embassy

1 year

2.

Making Trade and Investment
Cooperation Forum Agreement (TICFA)
discussions theme-based and
granular.

GoB and US
Dept of Trade

1 year

3.

Negotiate for re-establishing the
Generalized System for Preferences
with the US.

GoB and US
Government

2-3 years

4.

Maintaining a Digital Software
System at the Trade Department in
US Embassy which comprises
investment and trade opportunities
and can be accessed by US firms.

US Embassy

2-3 years

5.

US government can provide export
finance for US companies that want
to export to Bangladesh at a
concessional rate.

US
Department
of Trade

2-3 years

Greater enagagement with GoB for Government
to Business Opportunties, particualrly in the
infrastructre and logisitics sector. This requries
identification of pipeline projects as well as
concepts that are in alignment with Bangladesh
priorities. US Government should also pursue a
Government to Government PPP arrangement
with GoB for reduced complexities and time in
securing contracts.

US Embassy,
US
Department
of Trade,
AmCham

1-2 years

6.

Private Sector-Based
Approaches

Agency

1.

Enhancing the Role and Involvement of
the American Chamber of Commerce
and Industry by:

AmCham

1 year

Publishing a monthly 2-pager brief on
investment opportunities &
development on specific sectors.
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Recommendation

Approaches

Private Sector-Based
Approaches

Agency

Timeline

Establishing a separate cell and hire
competent staff to provide matching
services.
Providing match-making services for US
companies to do JVs with domestic
companies.
The cell can develop a comprehensive
regulatory and investment toolkit for US
investors interested in Bangladesh.

AmCham

1 year

Announcing regulatory improvements
and provide information on any
upcoming ones.
Hosting events regularly so that the US
private sector members can get to know
each other better and increase
cohesiveness amongst themselves.

Private Sector-Based
Approaches

2.

Engagement of Consulting Firms that
provide focused services to help
Improve Trade and Investment
between US and Bangladesh. They can
provide the following services:

1-2 years

Matchmaking US companies with local
ones for JV.
Investment consulting services for US
companies interested to come or expand
their current business in Bangladesh.
Due diligence for establishment of a
Japanese company in Bangladesh.
Guidance on the type of business model
an American company should adopt
which comprehends and encompasses
Bangladeshi preferences, culture and
values.

3.

4.

Developing mechanisms for and
encouraging closer, regular, and
structured interactions among US
businesses in Bangladesh.

AmCham,
US Embassy

Introducing an American Business
Group (ABG) in Bangladesh.

AmCham,
US Business
Community

1-2 years

1 year
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Summary of Broad Policy Recommendations
Recommendations

Responsible Parties
(BD and USA)

Time Period

1

Encouraging a conductive business climate encourage higher
trade and investment.

PMO, BIDA,
AmCham, USBC

2-3 Years

2

Diversification of economic base and exports and delving into high
potential sectors such as Agribusiness, Infrastructure and
Logistics, and Digital Economy.

MoC, NBR, US
Department of
Commerce

2-4 Years

3

Bilateral agreement with the US can help exports from Bangladesh
get preferential tariff treatment like it does from its other major
trading partners such as EU, Canada, China and India.

MoC, MoFA,
US Embassy

2 Years

4

Develop a National Single Window (NSW), connecting all relevant
agencies and fully automating all trade-related procedures to
facilitate trade.

NBR, MoC

2 Years

5

Liberalize the strict foreign exchange control laws, based on the
Foreign Exchange Regulation Act of 1947 and allow partial capital
account convertibility.

MoF, Bangladesh Bank

1 Year

6

Reducing para-tariffs can help in both increasing trade and
investment.

NBR, MoC, US
Department of
Commerce

1 Year

7

Investment Promotion Agencies (IPAs) such as BIDA and BEZA
need to deploy new generation promotion mechanisms for
strategic investment promotion.

BIDA, BEZA, BEPZA,
BHTPA, AmC ham,
USBC

1 Year

8

Increase the momentum on industrial infrastructure development such as Power and energy and Economic Zones.

PMO, MoPE, BEZA

2 Years

9

Strengthen labor rights at par with global standards and eliminate
policy-induced mismatch that limits the ﬂexibility of labor, capital,
and land

Ministry of Labor

2 Years

10

Availability of regulatory information online in English and a
regulatory calendar.

BIDA

1 Years

11

Improving the dispute resolution scenario by establishing mandatory time limits for certain court cases and monitor compliance
accordingly.

Ministry of Law

1 Years

12

Paying taxes can be simplified by rationalizing tax rate and types,
promoting e-filing and e-payment for all kinds of tax transactions.

NBR, MoF

2 Years
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Chapter 1:
Introduction and Context

1.1 Bangladesh’s

Development

Aspirations and the Role of
Trade and Investment

Bangladesh, by its 50th year of independence, emerged as one of the fastest growing economies in the world. Bangladesh
in less than five decades of independence has transformed from low income to middle-income status and is a
developmental success story. 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; as well as private consumption primarily driven by
remittances and a growing middle-class. Annual real growth in Gross Domestic Product (GDP) averaged 3.2 percent in the
1980s, 4.3 percent in the 1990s, 5.6 percent in the 2000s and reached a new growth trajectory of 8.2 percent in 2019. Despite
the challenges of the COVID-19 pandemic, Bangladesh still managed to record a growth rate of 5.2 percent in fiscal year
2020, which is higher than its South Asian peers, and most other countries in the world.
Table 1: Bangladesh’s Performance in Select Indicators with Comparators
Indicators
Average GDP growth rate 2015-2019 (%)
Exports (% of GDP) in 2020
Imports (% of GDP) in 2020
Gross Capital Formation (% of GDP) in 2020
Life Expectancy (years)
Seats held by women in national parliaments (%)

Bangladesh

Vietnam

Thailand

7.4
12.2
18.6
32
72
21

6.8
106.1
103.2
27
75
27

3.4
51.4
46.5
24
77
16
Source: World Bank data

Greater private sector engagement, remittances, economic liberalization, trade integration, prudent fiscal management
supported the resilient growth journey. 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. 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. 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.
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The deregulation and economic liberalization process that started in the mid-1980s also helped Bangladesh’s economy
grow. Since that period, tariff and non-tariff barriers have fallen substantially. The export-led readymade garment (RMG)
industry has played a pivotal role in the country’s economic and social 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.

Figure 1: Average Tariff in Bangladesh Selected Countries (Including Para-Tariffs)
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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) increase FDI from 0.5 percent of GDP to 3 percent
of GDP and (iv) increase exports from US$ 33.6 billion in 2020 to US$ 56 billion by 2025. Achieving these targets will require
Bangladesh to enter a more coordinated phase of policy agenda and necessary reforms to sustain its recent growth
trajectory and improve overall competitiveness.
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Table 2: Realized Numbers for FY20 and Targets for FY25 as Reﬂected in the 8th Five Year Plan
Indicator

FY20

FY25

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, Bangladesh Bank

Role of trade is imperative in Bangladesh as national plans recognize export-led growth and a broadening of the
country’s export structure. In the 8th Five Year Plan, trade is considered to be a strong source to accelerate growth and
provide employment to a significant proportion of the 2.1 million joining the labor force every year. The government
recognizes that a dynamic manufacturing sector will benefit from greater export diversification and global integration.
The 8th Five Year Plan projects exports to increase from US$ 33.6 billion in FY2020 to US$ 56.3 in FY2025. Similarly, the
plan projects import to rise from 45.56 in FY2020 to US$ 83.9 by FY2025.
Figure 2: Export and Import Trends in Bangladesh (in US$ billions), FY1973 to FY2020
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However present policies are heavily skewed towards favoring production for the domestic market. This limits
competitiveness of the manufacturing firms because the market is protected. Because of protection, production is not
necessarily competitive: many sectors have high effective rates of protection by imposing para-tariffs such as
supplementary and regulatory duties which creates an anti-export bias. Bangladesh can improve export competitiveness
by reducing supplementary duties on raw materials and can be more harmonized with other aspirational peers. Trade can
be increased by facilitating easier and faster imports for exports (e.g. through better functioning bonded warehousing
schemes), introducing better standards and product market regulations, strengthening trade logistics to reduce customs
clearance and transit times, and adopting a sector-based roadmap for tariff modernization.
As Bangladesh moves to an upper middle-income status by 2031, it will need to increase private investment from 23
percent to 27 percent of GDP and Foreign Direct Investment (FDI) from 0.5 percent to 3 percent of GDP. According to a
growing body of international evidence, especially in the context of the East Asian miracle, one of the outstanding features
of the high-performing East Asian economies has been the large rates of savings and investment, which have helped
accelerate the long-term rate of economic growth. To grow in the next decade, Bangladesh will need to increase domestic
private investment as well as FDI. The most pressing need is to provide gainful employment to more than 2 million people
joining the labor force every year. Success in reaching a sustained high growth trajectory in national plans critically hinges
on growth of private investment and FDI.
Figure 3: Private Investment in percentage of GDP over time
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Figure 4: FDI as Percentage of GDP by Countries, 2019
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1.2 Critical Growth Drivers for
Jobs, Diversification and Competitiveness:

the Next Phase of

Development Journey
One of Bangladesh’s greatest development challenges is to provide gainful employment to 2.1 million people who are
joining the labor force every year. Despite comparatively strong economic growth and exports, the pace of job creation has
slowed down in recent years as confirmed by 2015 Labor Force Survey. 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 21 million people entering the labour force in the next decade. 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.
Economic and export diversification are key drivers that will help deliver Bangladesh’s economic aspirations and address
the decelerating pace of job creation. At present, export diversification is stagnant as over 80 percent of the export basket
is dominated by readymade garments (RMG). The RMG industry fetched US$ 34.1 billion in exports in FY2019 and US$ 27.9
billion in FY2020 amid the grave challenges due to the COVID-19 pandemic. 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
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to venture into high value products. Moreover, figure 5 depicts that between FY2014 and FY2017, there has been a
substantial rise in RMG exports, but employment did not increase, rather it stayed stagnant. This reinstates that fact that
diversification is key for generating employment.
Figure 5: RMG Exports and Employment

Table 3: Top 3 products in export basket (% of Total)
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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. 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, logistics, digital economy, and climate investment opportunities.
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Competition,
1.3 Post-LDC
COVID Realities and
Emerging Challenges:

Infrastructure and

Logistics Gaps
The need for increased trade and investment becomes more pressing as Bangladesh will face severe challenges post its
LDC graduation. Bangladesh will primarily face three types of challenges after it graduates from its LDC status in 2026;
these are: 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.
Figure 6: Top 3 Challenges of LDC Graduation for Bangladesh

Erosion of trade preferences

Loss of policy space

Tightened financing on
development

Economic growth rates and employment maybe adversely affected by post-LDC challenges and may further add to the
existing developmental challenges. As exports to most countries 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 increase trade, investment and diversify the economy and cultivate sectors that will provide gainful
employment which will add to economic growth of the country.
Table 4: Post LDC Tariff Rates for Bangladesh
Countries

Current Tariff Rates Facing
Bangladesh as an LDC

Post-Graduation
Tariff Rates (Average)

USA

15.2%

15.2%

Canada

0%

17%

EU

0%

9.5%

China

0% in 97.5% of products

16.2%

0%

8.6%

0% in more than 98%
of products

8.7%

India
Source:
Japan
Navigating New Waters:
Unleashing Bangladesh’s Export Potential for
Smooth LDC Graduation – An Overview 2020; PEW research center
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COVID-19 had adverse effect on the economic growth of
Bangladesh as it slid from 8.15 in FY2019 to 5.25 in FY2020.
The 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.
Although the government initiated stimulus package of
US$ 14 billion to curb challenges from COVID-19, policy
must be steered towards increased trade and investment
that will enable continuation of pre-COVID growth
trajectory. The government initiated 23 stimulus
packages that comprised 4.4 percent of Bangladesh’s GDP.
These packages were designed to boost trade by
supporting the export-oriented industries and shipment
credit. Moreover, the packages were also directed towards
micro and small enterprises, farmers and low-income
groups. The pandemic has led to a rise in poverty and
unemployment that resulted in decreased demand. Policy
must be steered towards increasing trade and investment
that will lead to generation of employment and higher
income.
Bangladesh’s
frail
performance
in
industrial
infrastructure and logistics is in sharp contrast to its
impressive average economic growth rate of 6.45 in the
past decade. Global Competitiveness Report 2018 reﬂects

weak quality of infrastructure as Bangladesh ranked
109th out of 140 countries and World Bank’s Logistics
Performance Index (LPI) 2018 ranked Bangladesh 100th
out of 160 countries. Unlike comparators, the country
does not have a national logistics strategy and thus the
sector does not grow holistically. Moreover, institutional
fragmentation is present as nine ministries and over
twenty government agencies that play roles in setting up
policies and regulations, planning, operating and
providing services in logistics. This leads to further
uncoordinated and disparate activities within the
logistics system resulting in erosion of investors’
confidence. Lack of coordination also leads to
government-created externalities such as sectoral
policies are set without considering their negative
impact on the entire logistics system.
Reducing logistics costs could increase Bangladesh’s
exports by 20 percent. According to a World Bank report
2020, logistics costs in Bangladesh range from 4.5
percent to 47.9 percent of total sales. Costs are high
primarily due to fragmentation and captive nature of
logistics services. Competition from foreign logistics
firms could drive down costs however, many regulatory
impediments restricts them from entering the market;
for instance, a foreign company in shipping, freight
forwarding, or aviation must do a joint venture with a
local company to operate in Bangladesh; whereas,
comparator countries like India, Thailand and Malaysia
permit 100% FDI in these sectors. Additionally, certain
logistics subsectors like Temperature Controlled
Logistics (TCL) are not formally recognized by the
government and as such are restricted from attaining
advantages of zero duty on imports, thus driving up the
price of services. Addressing logistics-related
challenges will also help to facilitate trade and
investment in Bangladesh.
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Figure 7: Logistics Costs by Sectors in Bangladesh, 2020
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1.4 Report
Objective

This study has been undertaken as part of American
Chamber of Commerce and Industry of Bangladesh’s
initiative to identify the opportunities and strategies that
can strengthen trade and investment between
Bangladesh and US. The key objective of this study,
executed with technical support of Policy Exchange
Bangladesh, is to focus on why Bangladesh is a lucrative
trade and investment partner and how US and
Bangladesh can support each other in ramping up trade
and investment between both countries. The study will
delve into the mentioned areas: i) Criticality of trade and

investment in Bangladesh, ii) Why Bangladesh is a
lucrative trade and investment partner, iii) An
assessment of the current state of trade and investment
between Bangladesh, US and other major trading
partners such as UK, and Japan , iv) Comparison of trade
and investment promotion approach between the US
and Bangladesh vis-a-vis other countries, v)
Opportunities for US to ramp up trade and investment in
Bangladesh and v) Engagement strategy for the US.
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1.5 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
that are involved in trade and investment between US and Bangladesh. The team also set up focused group discussions on
sectors relevant to the study such as Digital Economy and Infrastructure. For secondary sources, the team has delved
extensively into journals and peer-reviewed articles, published reports, newspaper articles government strategies for
Bangladesh and relevant government websites in US.
Figure 8: Primary Data Sources: Interviews and Focused Group Discussions with the Following Institutions

Investment
Leading US firms based in
Bangladesh
US Embassy
AmCham
US Chamber of
Commerce, Washington
BIDA
Government & private
Representatives of major
trading partners such as
UK, India and Japan
Former US Ambassadors
Former AmCham
Presidents

Trade
Leading firms engaged in
trade between US &
Bangladesh
US Embassy
AmCham
US Chamber of Commerce,
Washington
BIDA
Gov. & private representatives of major trading
partners such as UK, Japan
and India
Former US Ambassador
Former AmCham President

Digital Economy

Infrastructure

BASIS
Startups
Mastercard
Major E-commerce
firms
ICT division
Startup Dhaka
BIDA
US Embassy
Former US Ambassadors
Former AmCham
President
Oracle

Leading infra & logistics
companies
PPPA
IDCOL
BIDA
Leading energy
companies
US Embassy
Former US Ambassadors
Former AmCham
President
US Chamber of
Commerce, Washington

Figure 9: Secondary Data Sources
01

Reports

02

Journals and articles

03

Newspaper Articles
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Chapter 2:
Why Bangladesh is a Lucrative Trade
and Investment Partner for the World

2.1 Over the Last Five Decades
Significant Development Progress
Enabling Transition into

Middle-income
Status
In only fifty years of its independence, Bangladesh has transitioned from fragility to middle-income status and is a
developmental success story in recent years. The success of economic growth has been fueled largely by the
manufacturing sector, which created several million low-skilled jobs; as well as private consumption primarily driven by
remittances and a growing middle-class. Annual real growth averaged 5.8 percent in the last 30 years. Despite the
challenges of the COVID-19 pandemic, Bangladesh still managed to record a growth rate of 2.3 percent in fiscal year 2020
and 5.5 percent in fiscal year 2021. This broad-based growth resulted in halving the poverty rate from 49 percent in 2000
to 20.5 percent in 2019 which has also resulted in reduced inequality. Progress on non-monetary indicators of well-being
was also rapid. Today, the average life-expectancy of Bangladeshis is 72.32 years, compared to 69.42 years for India and 67.11
years for Pakistan.
Table 5: Some key indicators of development (comparison between 1971 & 2021)

Year

Gross
Domestic
Product (in
US$ billion)

Per Capita
Income (in
US$)

Fertility Rate (in
number of
children)

Life
Expectancy (in
years)

Agricultural
Output (in tonnes
per hectare)

FOREX Reserve
(in US$ billion)

1971

9

137

7

46.59

1

Nill

2021

320

2227

2

72.32

5

44

Source: World Bank data, Bangladesh Bank

Table 6: Percentage of population living below the poverty line in Bangladesh (%)
1990

2000

2010

2019

57

48.9

31.5

20.5

Source: World Bank data
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Table 7: LDC Graduation- 3 criteria eligibility
LDC Graduation: Three Criteria for Elibility
Gross National Index

Human Assets Index

Economic Vulnerability Index

Required
Score

$1,230 or
Above

66 or
Above

32 or Below

Bangladesh
Score

$1,827

75.3

27.2

Bangladesh is expected to graduate from Least Developed Country to Developing Country status in 2026. Bangladesh has
met all the three requirements as shown in Table 7 and has maintained the score threshold to graduate as per timeline.
Although losing of the LDC status can lead to losing of certain advantages such as erosion of trade preferences, loss of
policy space and tightening on development financing, it can also result in certain advantages. For instance, climbing on to
the developing country status indicates greater purchasing power of the nation and inherently becomes a source of
attraction for higher private investment – both foreign and domestic. Moreover, focused dialogues on bi-lateral trade
between Bangladesh and others and increasing the country’s competitiveness can help to ease the difficulties arising from
the foreseeable graduation.

2.2 Growing

Economic Strengths and

Deepening of Human Capital

Growing Economic Strengths Provide Strong Foundation for Safe and Steady Investments and Trade. Over the past ten
years, GDP of Bangladesh has increased by more than three times. It rose from US$ 89.0 billion in FY09 to US$ 300.1 billion
in FY19. GNI per capita increased by almost three times during the same period. Trade has increased several folds between
FY09 and FY19. Exports increased by 160 percent and imports increased by 156 percent. Domestic consumption also
increased and increased remittances played a significant role in that. Remittances increased from US$ 9.8 billion in FY09
to US$ 16.4 billion in FY19. These strong macroeconomic fundamentals coupled with a rise in private sector investment by
4 times depicts that Bangladesh provides a strong foundation for steady investments and trade. Moreover, Bangladesh
encompasses all the fundamentals for attracting higher e-commerce investments. For instance, internet users increased
from 3.7 percent to 55.4 percent of the population between 2010 and 2018; Bangladesh is the 5th largest internet user in
Asia with 88.7 million people accessing the internet
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Figure 10: Growing economic strength: some indicators and values

GDP

Per Capita GNI

Export Value

Import Value

FY09: $89.02 Billion

FY09: $676

FY09: $15.58 Billion

FY09: $20.35 Billion

FY19: $300.89 Billion

FY19: $1909

FY19: $40.54 Billion

FY19: $52.12 Billion

FDI Inﬂow

Private Investment

Remittances

FY09: $0.96 Billion

FY09: $17.5 Billion

FY09: $9.68 Billion

Foreign Exchange
Reserve

FY19: $2.37 Billion

FY19: $70.54 Billion

FY19: $16.42 Billion

Mobile Phone Subscription
(per 100 people)

FY09: $7.47 Billion
FY19: $32.72 Billion

Total Internet Users
(% of population)

2010: 46.0%

2010: 3.7%

2018: 97.3%

2018: 55.4%

Source: Bangladesh Bureau of Statistics Data, Bangladesh Bank Data,
International Telecommunication Union Data (2020)

Deepening of Human Development in Bangladesh provides stronger workers and consumer base. The Human
Development Index (HDI) which comprises life expectancy, education and GNI, has increased from 0.54 to 0.63 between
2009 and 2019. Bangladesh is 21 places above Pakistan and 10 places above Kenya. The average life-expectancy of
Bangladeshis is 72.32 years, compared to 69.42 years for India and 67.11 years for Pakistan. 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. It has met most of the education and health targets of the Millennium Development
Goals. Bangladesh has been more successful in recent years in empowering women and transforming communities.
Moreover, female participation in labor force increased by 7.1 percent between 2006 and 2018. Additionally, Bangladesh is
the most gender equal country in South Asia, according to WEF Gender Gap Index.
Investors can leverage many of Bangladesh’s strengths such as rising purchasing power, high demographic dividend and
strategic geographic location. Bangladesh is projected to be a US$500 billion economy by 2026. The country’s rising
purchasing power, affordable labor costs, strategic geographic location and liberal policies make Bangladesh an ideal
market for investment. Moreover, its population of 160 million and 10th ranking in mobile penetration (75 percent) reﬂect
its capability as a strong domestic market for agribusiness, manufacturing, fin-tech, e-commerce and digital finance
services. Additionally, it has a preferential market access to many countries such as EU, Canada, China, India and Japan
where Bangladesh exports can enter duty-free to these markets.
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Figure 11: Bangladesh’s Major Strengths as an Emerging Economic Hub

US$500
billion by 2026

Sound Macro-economic
Management
( Low Inﬂation,
Manageable Deﬁcit, Low
Public and Foreign Debt)

Demographic Dividend
to Last for Another
Several Decades
(65% Working Age
Population)

Rising Purchasing
Power
(Per Capita Income
Surpassed $2227 in
in Fiscal Year 20-21)

Liberal Policies for Private
Participation in All but
Four Sectors (Arms,
Forest, Nuclear, and
Security Printing)

Strategic Geographic
Location
( Connector Between
South Asia and
South-east Asia)

Affordable and
Flexible Labor Market

Preferential Market
Access
(EU GSP; China
Duty-Free for 8257
Products)

Proven Manufacturing and Export
Capacity

Figure 12: Selected Indicators for Human Development in Bangladesh, 2019

Life Expectancy:
72.3 years

Means years of
school: 6.2

Human Development
Index: 0.63

NER Primary:
98%

Table 8: Selected Social and Human Development Indicators
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: 8th Five Year Plan, BBS
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2.3 Ambitious National
Targets Pave in Opportunities for

Greater Trade and FDI

The country’s 8th Five Year Plan aims to accelerate economic development and align it with its ambitions through
stronger trade and investment. The 8th Five Year Plan which 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 competitiveness in trade and investment.
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.
Increasing trade and investment between USA and Bangladesh will help Bangladesh in attaining these targets swiftly.
The national strategies have set targets and have identified the factors that require improvement which will help in
increasing trade and investment between Bangladesh and other countries including USA. Increase in export
diversification has been identified as a key factor in national strategies that will facilitate trade and investment. Currently,
Bangladesh only comprises 0.3 percent of USA’s total import and diversification will support in increasing its share.
Additionally, improvement in logistics, and streamlining investment hindering regulatory frameworks, increasing skill in
labor force and improving overall business environment will trigger increased trade and investment in Bangladesh.
Table 9: Targets in 8th Five Year Plan of Bangladesh
FY22

FY23

FY24

FY25

Export (in Billion USD)

41.6

46.0

50.9

56.3

Import (in Billion USD)

-61.3

-67.8

-75.2

-83.9

Export (as % of GDP)

12.8

12.8

12.7

12.6

Import (as % of GDP)

18.8

18.7

18.7

18.7

Private Investment (as % of GDP)

24.5

25.3

26.1

27.4

FDI (as % of GDP)

1.35

1.90

2.50

3.00

Source: 8th Five Year Plan of Bangladesh

Bangladesh has averaged growth rate of 5.8 percent over the last thirty years and building on this success, the country
rightly aspires to be an Upper Middle-Income Country by 2031 and a Developed Country by 2041. Perspective plan of
Bangladesh 2041 depicts the targets set for critical trade and investment indicators. Export growth as percentage change
is expected to grow and targeted to reach 11.7 percent by FY31 and 11 percent by FY41. Similarly, growth in import as
percentage change is expected to rise to 12.1 percent and 10 percent by FY41. Private investment has been hovering
between 21 to 23 percent GDP over the last decade. It increased to a little over 23 percent during FY17 to FY19 but receded
again due to pandemic in FY20 to 22.1 percent and further in FY21 to 21.3 percent. FDI as percentage of GDP is targeted to
reach from present 0.5 percent to 3 percent in FY25 till FY41. Ambitious targets depict openness and willingness of the
government to aggressively increase trade and investment. US and Bangladesh can take advantage of this momentum to
capture the business opportunities among them.
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Table 10: Targets from Perspective Plan of Bangladesh 2041
FY21

FY22

FY23

FY24

FY25

FY30

FY31

FY35

FY41

Export Growth (% Change)

10.15

10.3

10.45

10.6

10.75

11.5

11.65

12.05

11

Import Growth (% Change)

11

10.7

10.85

11

11.15

11.9

12.05

10

10

Private Investment including
PPP (as % of GDP)

25.2

25.9

26.6

27.3

28.2

30.96

31.43

33.37

36.36

Export Growth (% Change)

1.7

1.9

2.1

2.5

3

3

3

3

3

Source: Perspective Plan of Bangladesh, 2041

2.4

Several Sectors Offer

Strong Market/Business Potential for

International Partners

Many factors have helped the private sector to thrive including trade and financial liberalization. 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. 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. Exports of RMG enjoys
advantages such as bonded warehouse system for duty-free imported inputs, back-to-back letters of credit of import
finance and a customs green channel for rapid import-export cargo clearance. Additionally, the banking sector was
liberalized in the late 1980s, and new banks could come into existence. This helped the private sector grow considerably.
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$10 billion in recent decades.
Access to serviced land has been provided with the help of Economic Processing Zones (EPZs) and Economic Zones (EZs).
Given Bangladesh’s dense population and small land area, land has been a challenge for industrial development. In this
context, the Bangladesh Export Processing Zones Authority Act of 1980 was aimed at boosting industrialization and job
creation through the promotion of trade and investment in specially demarcated areas with available infrastructure and a
supportive fiscal and customs regime. The law led to the establishment of the semi-autonomous Bangladesh Export
Processing Zones Authority (BEPZA), which leases serviced land to industrial tenants in eight EPZs across the country,
primarily focused on the garment sector. Additionally, the government envisions 100 EZs to be established by 2030 that
will create employment for 10 million and increase exports by an additional US$ 40 billion.
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Figure 13: Factors that have worked in favor of the private sector in Bangladesh
Trade
Liberlization

Competitive
Exchange
Rate

Financial
Sector
Liberlization

Increase in
Energy
Capacity

Good Fiscal
Management

Access to
Serviced
Land

Figure 14: Priority Sectors in Perspective Plan of Bangladesh 2041 and 8th Five Year Plan

Agribusiness

Digital
Economy

Infrastructure

Logistics

Health

Education

Manufacturing

Figure 15: Priority Sectors in Ongoing Export Policy

RMG

Digital Economy

Pharmaceuticals

Fishing Boat

Leather & Tannery Goods

Jute Products

Plastic Products

Agribusiness

Home Textile

Furniture

Home Furnishing

Luggage
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Figure 16: Priority Sectors in Ongoing Import Policy and Industrial Policy

Pharmaceuticals

RMG

Rough Diamonds

Leather Products

Tannery Goods

Parts, Accessories &
Components

Reconditioned
Machineries

Chemical Fertilizer

Pesticides

Ceramic Sanitary Ware

Agribusiness

RMG

Pharmaceuticals

Leather & Leather
Products

Digital Economy

Light Engineering

Jute & Jute Products

2.4.1 Agribusiness
Primary and secondary sources have indicates that agribusiness is an area that holds tremendous potential for business
growth for both Bangladesh and US. In Bangladesh, 37.8 percent of its population, which is approximately 60 million
people, is involved in agriculture. Additionally, agribusiness has an inherent domestic market in Bangladesh as
Bangladeshis spend 47.7 percent of their income on food. Moreover, the market for processed food in Bangladesh reached
a size of US$ 2.5 billion in 2019 and is growing at an average of 8 percent per year. By 2050, with the global population
expected to reach 9.8 billion and demand will be 60% higher than it is today. Increased urbanization in the future will affect
food consumption patterns—higher urban income is reﬂected in reduced intake of staples, increased demand for
processed food and meat.
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USA imported approximately US$ 180 billion of agri-processed food and Bangladesh exported only US$ 1.5 billion.
Bangladesh has managed to claim less than 0.8 percent of the total agro-processed imports of US. This depicts that there is
a large market for agribusiness in the US. As the drive for economic and export diversification intensifies in Bangladesh,
there will inevitably be an increase in demand for agribusiness related machinery and technology. Agriculture is likely to
undergo transformation by embracing Fourth Industrial Revolution technologies as robotics, remote sensing, 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. This provides potential for US
to provide the required technologies and also for investment in the sector due to its high domestic demand.
Figure 17: Opportunities in Agribusiness in Bangladesh

Domestic
Opportunities

USA's
Involvement

Processed food market reached US$2.5 billion
& growing at 8% per annum.
47% of income spent on food.

USA has agribusiness market of $151 billion.
Bangladesh captured only 0.92% of USA's
agribusiness market.

2.4.2 Digital
Economy
Bangladesh already has the foundational stones for a digital economy. With 106 percent mobile phone penetration (173
million), 60 percent internet penetration (103 million) and 55 percent mobile internet penetration (94 million), retail
digital connectivity in Bangladesh has already reached its peak. Bangladesh is 9th largest in the world in terms of mobile
users. In addition, more than 34 million Bangladeshis transact for more than US$ 232 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, enabling them for rapid digitalization of services, both private
and public.
IT/ITeS and e-commerce market in Bangladesh is growing steadily. The IT/ITeS market of Bangladesh is sized at USD 200
million for domestic and 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
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people today. With adequate focus on manpower 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 already has more than 2,000 e-commerce sites
and more than 50,000 Facebook based e-commerce businesses generating a revenue of US$ 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 US$ 400 million investment so far.
Figure 18: Opportunities in the digital economy

Bangladesh exports$1 billion worth export of ICT products.

Opportunities

7.33 million DFS transaction per day.
103 million internet users.
125 thousand jobs created by IT & ITE/BPO companies.

2.4.3

Logistics and

Infrastructure

Among the logistics sub-sectors, Temperature Controlled Logistics (TCL) alone is said to have US$ 1.1 billion investible
opportunities in Bangladesh. The logistics sub-sector comprises of warehousing and storage, TCL, transport logistics and
ports. A study by PwC has identified US$ 1.1 investible opportunities in TCL that has emerged because of higher demand for
significant investment in TCL has been triggered by recent steep growth of industries (agribusiness, food, restaurants,
pharmaceuticals, and chemicals) reliant on efficient TCL. Notably, perishable food industry, grew by 11 percent in the last
five years. Demand for warehousing is projected to grow by 64 percent by FY22. The warehousing market is fragmented as
95 percent of the warehouses are either owned by rented by end-users directly. Current warehousing and TCL services
providers do not follow globally accepted standards and offer sub-par quality services at a relatively higher price.
Additionally, the TCL market is estimated to grow by 126 percent from 110,500 pallets in 2018 to 249,500 pallets in 2028.
An investment requirement of US$ 608 billion for infrastructure for Bangladesh is estimated by Global Infrastructure
Outlook till 2040, which translates into US$ 24.3 billion annually. To facilitate industrialization, the government envisions
to establish 100 Economic Zones (EZs) by 2030, where the enabling environment will be comparatively favorable than the
rest of the country. The economic zones are expected to provide employment opportunities for 10 million people and
increase exports by an additional $40 billion. These zones provide several attractive incentives for foreign investors. On the
other hand, seaports provide significant investment opportunities as the government intends to expand the Chittagong
port and complete Matarbari deep seaport, Payra seaport and Bay terminal. Presently there are operational inefficiencies
in Chittagong port that is reﬂected by higher turnaround time of 3.23 days compared to 0.73 days at Cochin port, 0.86 days
at Colombo port and 1.83 days at Chennai port. Private investment in ports can increase efficiency and can reduce average
maritime transport costs to US by 8.8 percent (Competitiveness of South Asia’s container ports, World Bank, 2016).
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Figure 19: Infrastructure investment need, 2016-2040
INFRASTRUCTURE INVESTMENT NEED, 2016-2040
Source: Oxford Economics

Percent of GDP
Road
Rail
Airports
Ports
Telecoms
Electricity
Water
0.0%

0.5%
Bangladesh

Asia

1.0%

1.5%

2.0%

2.5%

Low and lower middle income

With importance of climate investment growing across the globe, Bangladesh has become a crucial country for
consideration 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. 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.
Figure 20: Climate investment opportunities
The green bond market worth of US $2.36 trillion by 2023

Climate Investment opportunities globally is $23 trillion.

Total climate-smart investment opportunity of $172 billion in Bangladesh from 2018 to 2030
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Figure 21: Climate investment in different sectors

US $3.2 Billion
in Renewable
Energy

US $118 Billion in
Green Buildings

US $23.7 Billion
in Transport
Infrastructure

US $4 Billion in
Solid Waste
Management

US $9.1 Billion in
Climate-smart
Agriculture

Source: IFC

Bangladesh
2.5
Provides Opportunities
for Different

Types of FDI

Bangladesh’s rising per capital income and middle-class population, natural gas reserve and demographic dividend are
the key reasons for attracting more trade and investment from USA. Bangladesh has a population of 160 million with
growing urbanization. Bangladesh has a large and young population growing at 1.1 percent per annum. There are around
68 million people of working age and the labor force is estimated at 57 million. This offers a young and trainable pool of
workers at a relatively lower cost than peer economies. The country will have an affluent and middle-class population of 34
million by 2025. It is currently experiencing a demographic dividend. There are sizeable reserves of natural gas, including
offshore discoveries in the Bay of Bengal. Significant coal reserves have been discovered at the northeast part of the
country and these reserves are yet to be exploited to their full potential. Moreover, preferential access to key consumer
markets in developed countries makes it an attractive platform for export-seeking FDI.
Figure 22: Tailwinds for attracting trade and investment in Bangladesh

Bangladesh has
a population of
160 million

68 Million people of
working age.

Labor force is estimated
at 57 million

Affluent and
Middle-class population
of 34 million by 2025

Average average rate of
5.7% over last 30 years

Aspires to be an
Upper-middle Income
country by 2031 and a
Developed Country by 2041
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Figure 23: Four types of FDI developing economies generally receive

Natural
resource
seeking

Natural
resource
seeking

Natural
resource
seeking

Natural
resource
seeking

Bangladesh will have 34 million people in the middle and affluent class category by 2025, thus making it a
market-seeking destination for US investment. Market-seeking FDI is motivated by investor interest in serving the
domestic market. Bangladesh has been growing at an average rate of 6.4 percent over the last decade, which results in
increased spending and consumption. This coupled with a population growth rate of 1.1 percent per annum makes
Bangladesh an attractive destination for market-seeking US investments. Moreover, Bangladesh aspires to be an
upper-middle income country by 2031 and a developed country by 2041 which implies that there will be a further rise in
incomes and thus the domestic market. Unlike, Bangladesh’s regional peer India, Bangladesh has a homogenous group of
population depicting there is a similar taste among consumers. This will allow market-seeking foreign investment to
expand its production and reach economies of scale.
Bangladesh’s comparatively low labor cost is likely to attract efficiency-seeking investment from US. Efficiency seeking
FDI refers to foreign investment that comes into a country seeking to benefit from factors that enable it to compete in
international markets such as low labor costs. Efficiency-seeking FDI is not only export-oriented, but also key to export
diversification. While typically more difficult to attract, efficiency-seeking FDI can become more than a source of capital,
creating new jobs that are more diversified and with greater productivity and value. It can also lead to expertise and
technology transfers, boosting R&D and economic upgrading in the process. The real benefits of efficiency-seeking FDI for
a host country appear later, as foreign firms bring in capital, employ local staff, share technology and know-how and create
spillovers that move a country up the value chain.
Bangladesh also provides a favorable destination for strategic asset-seeking FDIs as there are well established local firms
in specific sectors. US firms pursue strategic operations through the purchase of existing local firms in order to protect
ownership-specific advantages in order to sustain or advance its global competitive position. For instance, in 2019 Japan
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Tobacco Inc’s acquisition of Akij Group’s tobacco business for US$ 1.47 billion. Acquisition of key established local firms
enables the foreign firm to acquire local capabilities including R&D, market knowledge and trained human capital. This
type of FDI can aid to prevent market entrance by competitor countries and prevent the firm being acquired by local firms
who are competitors.

The
US
Approach
for
2.6Boosting Trade
with and Investment
in

Bangladesh

Certain factors regarding Bangladesh are of interest to US to increase trade and investment. These include that
Bangladesh has been experiencing rising GDP growth over the years, its demographic dividend, a rising middle and
affluent class, easily trainable workforce and its readiness for being a fully digital economy. US does not have any
government directive to do more trade and Investment with Bangladesh, like certain countries do such as China where
investments are state-driven. The current overall US approach for increasing trade and investment with Bangladesh are
depicted in the graph and listed subsequently below:
Figure 24: Overall US approach for increasing trade & investment with Bangladesh

The US Approach

US Private Sector
Approach

US Government
based
Approach

US Embassy in
Bangladesh

Trade and Investment
Cooperation Forum
Agreement (TICFA)

Department of
Commerce, US

AmCham

US-Bangladesh
Business Council
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US Government-led approaches
• US Embassy in Bangladesh: The embassy regularly monitors the overall macroeconomic scenario of Bangladesh.
It analyses trade and investment trends and regularly monitors change in regulations that are beneficial to
increasing overall trade and investment between both countries. It is mandated to support US companies that are
established and operating in Bangladesh. Additionally, it provides relevant information regarding Bangladesh to
US investors and businesses seeking information.
• Trade and Investment Cooperation Forum Agreement (TICFA): The US and Bangladesh signed the TICFA to
establish an annual forum to identify and address obstacles to increasing bilateral trade and investment in
November 2013. Since then, four meetings have been held – two in Washington and two in Dhaka. The TICFA
meetings focuses on overarching policy issues. However, no sector specific issues have been discussed in these
meetings.
• Department of Commerce, US: Department of Commerce, US is expected to be represented in the US Embassy.
This will be focused on generating and strengthening dialogues between the governments of US and Bangladesh.
US Private Sector led Approach
• American Chamber of Commerce in Bangladesh: It provides a platform to generate a unanimous voice to key
policymakers to improve the business ecosystem in Bangladesh and subsequently increase trade and investment
between the two countries. Moreover, it provides an opportunity for exchange of ideas and improving business
relationship between the two countries. It works towards establishing contact between the American business
community and the established business and government organizations of Bangladesh.
• US-Bangladesh Business Council: Initiated in April 2021, by US Chamber of Commerce the US-Bangladesh
Business Council is a business advocacy platform built to strengthen bilateral trade and investment ties. On behalf
of its members, the Council is committed to advancing policy transparency and business reforms. The Council
offers the latest insights on Bangladesh policy and industry-specific developments, engages senior U.S. and
Bangladesh government officials, and advocates on key commercial priorities. We provide support on strategic
advisory, market-entry, business-to-business, and business-to-government opportunities.
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2.7 How Comparator

Enhancing Trade and Investment:

Countries Engage in

Bangladesh
2.7.1

Japan

Japan Government based Approaches
• Japanese Embassy in Bangladesh: The Japanese embassy works very closely with the Japanese business community
and offers them the latest insights on Bangladesh policy and industry specific developments.
• Japan International Cooperation Agency (JICA): Although it is perceived that JICA’s primary mandate is to deliver
the bulk of Official Development Assistance (ODA) from the government of Japan, it is chartered with assisting
business growth between Japan and Bangladesh. For instance, it provides a matchmaking service between Japanese
companies looking to invest in Bangladesh and local companies who would be ideal candidates for a Joint Venture
(JV). Moreover, it supports in advocating for the Japanese businesses in Bangladesh to the government of Bangladesh.
• Japanese External Trade Organization (JETRO): JETRO is a government-related organization that works to promote
mutual trade and investment between Japan Bangladesh. JETRO Dhaka looks after the interest of all Japanese
companies in Bangladesh and all Bangladeshi companies those are doing business with Japan. A number of local and
foreign companies operating from Bangladesh are making use of JETRO Dhaka as their source of vital information on
Japan in order to open up their business relationship with Japan or to upgrade their existing business relations.
Moreover, JETRO assists potential Bangladeshi entrepreneurs to export to Japan as well as to promote industrial and
technical co-operation to attract Japanese Investment in Bangladesh.
• Generalized System of Preference (GSP) from Japan: Bangladesh received GSP from Japan. All industrial products
from Bangladesh are given duty-free treatment in Japan.
• Japanese Economic Zone (EZs): Japanese EZ located in Araihazar, which is in close vicinity to Dhaka city is being
developed by Japanese companies. Japanese EZ is estimated to attract 100 foreign manufacturers who are
substantially integrated with the Global Value Chain (GVC); Moreover, this EZ is projected to attract US$ 20 billion in
foreign investments and yield 100,000 jobs.
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Japan Private Sector Approach
• New Vision Solutions Limited: This is a private company run by a former adviser to the Japanese Embassy. The firm
provides the arrangements such as matchmaking Japanese companies with local ones for JV, investment consulting
services for Japanese companies wanting to come or expand in Bangladesh, due diligence for establishment of a
Japanese company in Bangladesh, guidance on the type of business model a Japanese company should adopt which
comprehends and encompasses Bangladeshi preferences, culture and values.
• Tight knitted Japanese Business Community: Japanese businesses that have presence in Bangladesh are tightly
knitted and in continuous communication with each other. These companies work together with JICA and JETRO to
share their concerns and advocate as a group to the government of Bangladesh to address their concerns or
streamline regulations that are hindering trade and investment with Bangladesh.
• Japan-Bangladesh Chamber of Commerce and Industry (JBCCI): JBCCI’s main mandate is to accumulate economic
information of Bangladesh and make it accessible to Japanese businesses. It also identifies regulatory constrains that
its members are facing with trade and investment, such as duty structures, IPR or other issues and provides advocacy.

2.7.2

Japanese Embassy in Bangladesh
Japan International Cooperation Agency (JICA)
Japanese External Trade Organization (JETRO)
Generalized System of Preference (GSP) from Japan
Japanese Economic Zone (EZs)

Japan Private Sector
Approach

Japan Government
based Approaches

Figure 25: Japan government based and private sector based approaches

New Vision Solutions Limited
Tight knitted Japanese Business Community
Japan-Bangladesh Chamber of Commerce
and Industry (JBCCI)

United Kingdom

British Government based Approaches
• British Embassy in Bangladesh: The British embassy works very closely with the British business community and
offers them the latest insights on Bangladesh policy and industry specific developments. Moreover, the embassy
regularly monitors the overall macroeconomic scenario of Bangladesh and provides relevant information to British
companies interested in doing business with Bangladesh.
• Department for International Trade (DIT): DIT helps UK businesses to grow into Bangladeshi market and also
supports Bangladeshi businesses in the UK. The DIT proactively looks for business opportunities in Bangladesh and
reaches out to UK companies. They maintain an internal digital software system where these opportunities are
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posted and provides support to UK companies that are interested in reaping these opportunities.
• UK Export Finance (UKEF): UKEF currently has a fund of US$ 3 billion which it will provide to UK companies wanting
to export to Bangladesh. UKEF specifically helps UK exporters and provide them working capital loans for export
orders at a minimum interest rate. This encourages many UK exporters to increase their trade with Bangladesh.
Moreover, UK companies can also use this fund to insure itself in case of buyer default.
• UK-Bangladesh Trade and Investment Dialogue: The first ever UK-Bangladesh Trade and Investment Dialogue took
place at the Ministry of Commerce in Dhaka in February 2021. This bilateral trade and investment platform will be
used to discuss cooperation in areas such as GSP, LDC Graduation, investment cooperation, access of Bangladeshi
professionals to UK service sectors, trade facilitation, ease of doing business, financial sector development, higher
education provision, taxation issues and intellectual property protection.
British Private Sector Approach
• British Business Group Bangladesh (BBGB): BBGB was originally a part of the DIT but recently decided it would
become a standalone entity and run its own affairs as an independent legally registered body. The BBG seeks ways of
improving the business environment for British companies that operate in Bangladesh. The BBG arranges regular
meetings, typically quarterly, where we invite key decision makers from the Government, including senior Ministers
as well as visiting UK dignitaries, to hear about their vision and plans for trade and investment in Bangladesh. It also
provides an opportunity to make them aware of the issues UK firms face in the market. The BBG also participates in
trade related seminars and webinars and holds networking events for members.
• British Bangladesh Chamber of Commerce and Industry (BBCCI): The chamber offers a wide range of services to
both Bangladeshi and British companies already involved in or planning to become a part of a long-standing bilateral
trading relationship. These services include the provision of business information and research, seminars and
workshops, cultural advice, and networking opportunities.

British Embassy in Bangladesh
Department for International Trade (DIT)
UK Export Finance (UKEF)
UK-Bangladesh Trade and Investment Dialogue

British Private
Sector Approach

British Government
based Approaches

Figure 26: UK government based and private sector based approaches

British Business Group Bangladesh (BBGB)
British Bangladesh Chamber of Commerce and
Industry (BBCCI)
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Table 11: Comparative table showing government based and private sector approaches in select countries
Country

USA

Government Based Approach
US Embassy in Bangladesh
Regular monitoring of Bangladesh
macroeconomy

Private Sector Approach
American Chamber of Commerce in
Bangladesh

Investment promotion of Bangladesh

Advocacy to improve business ecosystem
in Bangladesh

Monitors change in regulation relating
to trade and investment and disseminates the information to US
investors/traders.

Establish contact between American
business community

Setup dialogues between US businesses
and GoB

Provides information to US businesses
regarding Bangladesh
Department of Commerce, US

US-Bangladesh Business Council

Is expected to commence operations
soon in US Embassy.

Provides latest insights on Bangladesh regulatory policy and business opportunities.

Will support in strengthening dialogues
between US and GoB

Advocates for business reforms.
Platform for US Gov and GoB
Provides support on strategic advisory,
market-entry, B2B and B2G
opportunities

Trade and Investment Cooperation
Forum Agreement (TICFA)
Platform for discussing business
obstacles with GoB
Japan

Japan Embassy in Bangladesh

New Vision Solutions Limited

Provides latest insights on Bangladesh
policy.

Matchmaking arrangement for JV
Investment Consulting
Market research for Japanese
companies

Provides industry-specific investment
opportunities.

Investment Counseling

Japan International Cooperation
Agency (JICA)
Matchmaking service between
Japanese and Bangladeshi
companies for JV.
Advocates on behalf of Japanese
businesses to GoB
Japanese External Trade
Organization (JETRO)
Provides information on
Bangladesh to Japanese investors
and vice versa
Works with JICA for policy advocacy

Japanese Business Community
in Bangladesh
Continuously in communication
with one another
Work with JICA and JETRO to share their
business concerns in Bangladesh
Advocate to streamline regulations
Japan-Bangladesh Chamber of
Commerce and Industry (JBCCI)
Provide information on Bangladesh to
Japanese investors.
Advocates for regulatory streamlining

Promotes industrial and technical
cooperation.

51

Country

Government Based Approach

Private Sector Approach

Generalized System of
Preferences (GSP)
Bangladeshi Industrial products are
given duty-free treatment in Japan.
Japanese Economic Zone
Developed by Japanese companies for
mainly Japanese companies to invest.
United Kingdom

British Embassy in Bangladesh

British Business Group Business (BBGB)

Provides British businesses on latest
insights on opportunities

Arranges meetings with GoB and
British companies.

Provides relevant information to British
businesses interested in Bangladesh

Provides information on Bangladesh to
interested UK companies.

Department for International Trade (DIT)
Proactively looks for business opportunities and reaches out to UK companies
Maintains a digital software system where
these opportunities are posts and British
businesses have access to this system

British Chamber of Commerce and
Industry (BCCI)
Provides business information.
Provides market research for UK companies.
Provides networking opportunities.
Arranges seminars and workshops.

Provides support to UK companies
looking to invest in Bangladesh
UK Export Finance (UKEF)
US$ 3 billion fund to help UK businesses export to Bangladesh
Provides working capital loans at a
minimal interest rate.
This fund can also be used by British
companies to buy insurance in case of
buyer default.
UK-Bangladesh Trade and Investment
Dialogue
Platform used to discuss cooperation in
trade and investment
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Table 12: Comparative table between US and comparator countries’ approaches
Approach
Government
Based
Approaches

USA

Japan

US Embassy in
Bangladesh

Japan Embassy in
Bangladesh

Regular monitoring of
Bangladesh
macroeconomy

Provides latest insights on
Bangladesh policy.

Provides British businesses on
latest insights on opportunities

Provides industry-specific
investment opportunities.

Provides relevant information
to British businesses interested
in Bangladesh

Investment promotion of Bangladesh
Monitors change in
regulation relating to
trade and investment
and disseminates the
information to US
investors/traders.
Provides information
to US businesses
regarding Bangladesh
Department of
Commerce
Is expected to commence
operations soon in US
Embassy.
Will support in strengthening dialogues between
US and GoB.
Trade and Investment
Cooperation Forum
Agreement (TICFA)
Platform for discussing
business obstacles with
GoB

Department for International Trade (DIT)

Matchmaking service between
Japanese and Bangladeshi
companies for JV.

Proactively looks for business
opportunities and reaches out
to UK companies

Advocates on behalf of
Japanese businesses to GoB.

Maintains a digital software
system where these opportunities are posts and British
businesses have access to this
system

Japanese External Trade
Organization (JETRO)
Provides information on
Bangladesh to Japanese
investors and vice versa
Works with JICA for
policy advocacy
Promotes industrial and
technical cooperation.
Generalized System of
Preferences (GSP)
Bangladeshi Industrial
products are given duty-free
treatment in Japan.
Japanese Economic Zone

American Chamber of
Commerce in
Bangladesh

Japan-Bangladesh Chamber
(JBCCI)/JETRO/ New Vision
Solutions

Advocacy to improve
business ecosystem in
Bangladesh

Matchmaking arrangement
for JV
Investment Consulting

Setup dialogues between
US businesses and GoB

Market research for Japanese
companies

Establish contact
between American
business community

British Embassy in
Bangladesh

Japan International
Cooperation Agency
(JICA)

Developed by Japanese
companies for mainly
Japanese companies to invest.

Private
Sector Based
Approaches

UK

Provides support to UK
companies looking to invest in
Bangladesh
UK Export Finance (UKEF)
US$ 3 billion fund to help UK
businesses export to
Bangladesh
Provides working capital loans
at a minimal interest rate.
This fund can also be used by
British companies to buy
insurance in case of buyer
default.
UK-Bangladesh Trade and
Investment Dialogue
Platform used to discuss
cooperation in trade and
investment
British Business Group
Business (BBGB)
Arranges meetings with GoB
and British companies.
Provides information on
Bangladesh to interested UK
companies.

Investment Counseling
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Approach

Private
Sector Based
Approaches

USA
US-Bangladesh
Business Council

Japan
Japanese Business
Community in Bangladesh

Provides latest insights
on Bangladesh
regulatory policy and
business opportunities.

Closely knitted community
with continous collaboration
and communication among
the members.

Advocates for business
reforms.

Work with JICA and JETRO to
share their business concerns
in Bangladesh

Platform for US
Government and GoB
Provides support on
strategic advisory,
marketentry, B2B and
B2G opportunities

Advocate to streamline
regulations

UK
British Chamber of Commerce
and Industry (BCCI)
Provides business information.
Provides market research for
UK companies.
Provides networking
opportunities.
Arranges seminars and
workshops.

Japan-Bangladesh
Chamber of Commerce and
Industry (JBCCI)
Provide information on
Bangladesh to Japanese
investors.
Advocates for regulatory
streamlining
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Chapter 3:

Analysis of Current State of

US Trade and Investment in

Bangladesh

and a Comparative Assessment

3.1 US Trade with Bangladesh:
Current Trends for

Major Headroom for

Enhancement

Although trade and investment from US to Bangladesh has
increased overtime, there still exists a large potential for
further improvement. At present, Bangladesh is USA’s 46th
largest trading partner with a total trade amount of US$ 9
billion in 2019 that included both import and exports. USA
imported a total of US$ 6.7 billion from Bangladesh and
exported US$ 2.3 billion. This reﬂects that USA had a trade
deficit with Bangladesh that amounted to US$ 4.3 billion. In
terms of Foreign Direct Investment to Bangladesh, USA
contributed US$ 277.2 million in FY2020 which was a 48
percent increase from the preceding year. Although, trade and
investment figures are steadily rising over the years, focused
interviews with relevant traders, investors, government
officials from both countries have identified several initiatives
that can be taken to improve trade and investment potential
between both countries.
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USA is Bangladesh’s top export partner, with US$ 5.8 billion which accounts for 17.3 percent of total exports and 88
percent of export to USA comprises of readymade garments. Analysis show that although US attains the top position in
Bangladesh’s exports, Germany comes at a very close second position with a difference of only US$ 0.7 billion. Conversely,
big economies like India and China only constitutes 3.2 and 1.8 percent of Bangladesh’s export share respectively.
Table 13: Bangladesh’s Exports by Country for FY20
(in US$ Billion)
Country

Export

% of Total

USA

5.83

17.3%

Germany

5.09

15.1%

UK

3.45

10.2%

Japan

1.20

3.6%

Netherlands

1.09

3.2%

India

1.09

3.2%

China

0.60

1.8%

Source: Export Promotion Bureau (EPB)

Though Bangladesh’s export value has increased over the last decade, it’s percentage in total export has declined. Table 13
shows that Bangladesh’s export to USA in FY11 was US$ 5.1 billion which increased to US$ 6.9 billion in FY19, however
receded to US$ 5.8 in FY2020 due to covid-19. Between FY11 and FY2019, Bangladesh’s export value to US increased by 35
percent. However, proportion of US’s share in total exports has declined from 22.3 percent to 17.3 between FY11 and FY20.
This implies that other countries have taken up this share as Bangladesh initiated exporting relatively more to other
countries than it previous did. Data analysis revealed that over the last decade, 88 to 90 percent of Bangladesh’s total export
to USA constituted of readymade garments.
Figure 27: Bangladesh’s export to USA (in billion USD)
Bangladesh’s Export to USA
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Analyses show that Bangladesh’s export basket to the US in not diversified. Delving into FY20’s export figures show that
88 percent of Bangladesh’s total export to the US comprised of readymade garments (RMG). These RMG items comprise
mostly of basic garments, reﬂecting that there is little to no diversification within the RMG exported items to the US. The
next four items in line comprise 8 percent of total exports to US and includes textile articles, headgear, footwear and
leather articles. Other items that are in the top ten exported products to US include feathers, fish, special woven fabrics,
furniture and bedding and miscellaneous manufactured items. Although market exists for various items, opportunities
for further export of these items need to be expanded.
Table 14: Top 10 exported products in FY 20
Top 10 exported
products in FY20

In US$ billion

% of total
export to USA

1

RMG

5.147

88.3

2

Other textile articles

0.152

2.6

3

Headgear

0.145

2.5

4

Footwear

0.133

2.3

5

Leather & articles

0.048

0.8

6

Feathers

0.023

0.4

7

Fish

0.021

0.4

8

Special woven fabrics

0.021

0.4

9

Furniture & bedding

0.018

0.3

10

Miscellaneous manufactured items

0.017

0.3

Source: EPB

Delving into Bangladesh’s export basket from previous years show little variation in the list of top ten products and its
concentrations. RMG has been the dominant exported product to the US comprising approximately 90 percent of the
export basket. While making a comparison between the export portfolio between FY12 and FY18, it can be observed that
the share of other textile articles declined from 6.2 percent to 3 percent. Similarly, share of fish declined from 1.1 to 0.4
percent. The share of special woven fabrics has declined from 1.1 percent in FY12 to 0.3 percent in FY18. Conversely, share
of other items increased such as headgear, from 0.8 to 2.1 percent and footwear from 0.5 percent to 1.7 percent. On the other
hand, items like tobacco, toys and ceramic products have dropped from the top ten product list after FY 12 but have
remained in the top twenty items exported to the US. No special or significant momentum can be observed in the
Bangladeshi items exported to the US over this period. Even though export is concentrated heavily on RMG, a wide variety
of products in the export basket implies that there is a market for these Bangladeshi products in the US and thus a potential
or these exports to rise, given the correct measures are taken.
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Table 15: Top 10 products exported to the USA from Bangladesh in FY18 and FY12
Top 10 exported
products in FY18

In US$ billion

% of total
export to USA

RMG

5.352

89.5

2

Other textile articles

0.181

3.0

1

Top 10 exported
products in FY12

In US$ billion

% of total
export to USA

RMG

4.529

88.8

2

Other textile articles

0.318

6.2

1

3

Headgear

0.126

2.1

3

Special woven fabrics

0.058

1.1

4

Footwear

0.104

1.7

4

Fish

0.057

1.1

5

Leather & articles

0.052

0.9

5

Headgear

0.039

0.8

6

Feathers

0.026

0.4

6

Footgear

0.025

0.5

7

Fish

0.023

0.4

7

Vegetable textile

0.015

0.3

8

Special woven fabrics

0.019

0.3

8

Tobacco

0.009

0.2

9

Furniture & bedding

0.013

0.2

9

Toys

0.008

0.2

10

Miscellaneous manufactured items

0.013

0.2

10

Ceramic products

0.007

0.1

Source: Export Promotion Bureau

Despite Bangladesh’s total imports experiencing significant growth over the last 15 years, share of imports from USA as a
proportion of total imports has not changed. Between FY05 and FY19, Bangladesh’s total imports have experienced a
steady upward increase – rising by 4.5 times. On the other hand, during the same period Bangladesh’s import from USA has
increased by 5.5 times. Analyses reveal that USA’s imports constituted of 2.4 percent of total imports in FY05 and 3 percent
of total imports in FY19. This implies that although Bangladesh’s import from USA has increased over time in absolute
value, its share in total imports have not been able to increase.
Figure 28: Export to USA and Import from USA (in US$ billion)
Export to USA and import from USA (in US$ Billion)
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Source: Bangladesh Economic Review, 2020
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Despite USA being in the list of top ten import countries for Bangladesh, its share has only been less than 5 percent of
total imports in the last five years. Table 16 and 17 depict that China and India has dominated Bangladesh’s import basket.
In FY20, China comprised 25.2 percent of Bangladesh’s total imports and India 12.7 percent. Similarly, in FY19, China
comprised 26.1 percent of the total imports and India 14.7 percent. In FY05, China and India comprised 32 percent of the
total import basket. During the same periods, it can be seen that Bangladesh’s imports from USA were 4.7 percent, 3.4
percent and 3.8 percent of total imports in FY20, FY19 and FY05 respectively. The share of imports from USA has been
comparatively higher in FY20 than the preceding years Bangladesh imported comparatively more electrical machinery
and equipment in FY20 (11.4 percent), compared to FY19 (7.1 percent).
Table 16: Top 10 Import Countries in FY 20 in Bangladesh
SL.

Country

Import (in US$
billion)

% of total

1

China

11.49

25.2

2

India

5.79

12.7

3

USA

2.13

4.7

4

Indonesia

1.90

4.2

5

Japan

1.72

3.8

6

Singapore

1.72

3.8

7

Malaysia

1.67

3.7

8

Brazil

1.43

3.1

9

Qatar

1.22

2.7

10

Saudi Arabia

1.09

2.4

Source: Bangladesh Bank

Table 17: Top 10 Import Countries of Bangladesh in FY19 and FY05
Top 10 Import Countries in FY19 in Bangladesh

Top 10 Import Countries in FY05 in Bangladesh

SL.

Country

Import (in US$
billion)

% of total

SL.

Country

Import (in US$
billion)

% of total

1

China

13.64

26.1

1

India

2.01

17.8

2

India

7.65

14.7

2

China

1.61

14.3

3

Singapore

3.11

6.0

3

Singapore

0.89

7.8

4

Indonesia

1.94

3.7

4

Japan

0.55

4.8

5

Japan

1.85

3.5

5

Hong Kong

0.53

4.7

6

USA

1.78

3.4

6

Kuwait

0.52

4.6
3.9

7

Malaysia

1.50

2.9

7

Taiwan

0.44

8

Brazil

1.40

2.7

8

Korea

0.41

3.6

9

Qatar

1.05

2.0

9

Thailand

0.33

2.9

10

Saudi Arabia

1.00

1.9

10

USA

0.32

2.8

Source: Bangladesh Bank
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Figure 29: Bangladesh’s export to & import from USA (in billion US$)
Bangladesh's Export to and Import from USA (in billion US$)

0.68

0.71

0.84

0.69

1.01

1.13

0.54

FY11

FY12

FY13

FY14

FY15

FY16

FY17

Import Of BD from USA

1.70

1.78

FY18

FY19

2.13

FY20

Export Of BD from USA

Source: EPB and Bangladesh Bank

The top 10 products imported by Bangladesh from USA experienced minimal changes over the last decade. Analyses of
top ten imported data has revealed that there is little to no product diversification in the basket of imports from USA. In
FY20, it can be observed that the major commodities imported from USA were oil, cotton, iron & steel, electrical
machinery, nuclear reactors, cereals, medical instruments, waste from food industries, minerals and plastics. There ten
products comprise 90 percent of the total imports from USA. Delving into the data from FY11 reveals that the top 10
products comprise 84 percent of import basket from USA. Most of the products remained the same between both years.
Despite Bangladesh being at a rapid development stage, import of sophisticated products such as electrical machinery,
nuclear reactors and medical instruments only amounted to US$ 470 million in FY20. This indicates untapped potential
for higher imports from USA given the required measures are taken.
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Table 18: Top 10 imported products from USA in FY20 & FY11
Top 10 Imported Products
from USA in FY20

Imports
(in US$ million)

% of total

Top 10 Imported Products
from USA in FY11

Imports
(in US$ million)

% of total

1

Oil, seeds & fruit

448.4

21.1

1

Cotton

249.0

36.8

2

Cotton

387.1

18.2

2

Nuclear Reactors

115.5

17.1

3

Iron & Steel

339.4

16.0

3

Electrical Machinery & Equipment

63.7

9.4

4

Electrical Machinery & Equipment

242.4

11.4

4

Iron & Steel

35.9

5.3

5

Nuclear Reactors

157.5

7.4

5

Dairy Produce

28.2

4.2

6

Cereals

97.6

4.6

6

Medical Instruments

24.6

3.6

7

Medical instruments

70.4

3.3

7

Waste from food industries

13.5

2.0

8

Waste from food industries

69.7

3.3

8

Plastics

13.3

2.0

9

Minerals

53.2

2.5

9

Pulp of wood

11.5

1.7

10

Plastics

47.4

2.2

10

Chemical products

8.3

1.2

Source: Bangladesh Bank

3.2 US Investment in
Current Trends for

Bangladesh

Although FDI from USA has gained some motion from FY15, its share in total FDI declined from 25 percent in FY06 to 4.8
percent in FY19. Figure 30 shows that FDI in Bangladesh in FY06 was US$ 744 million and increased to US$ 3889 million
in FY19. Subsequently, it declined to US$ 2370 million in FY20 due to the global pandemic. Total FDI increased only by 3
times in 14 years between FY06 and FY20. Average annual growth rate during this period is 8.6 percent. Performance of FDI
in general has been lackluster as FDI as a percentage of GDP only amounted to 0.5 percent in FY20. National development
strategies target FDI to increase to 6 percent of GDP by FY25. On the other hand, FDI from USA has exhibited sporadic
increases in certain years such as FY06 and FY07 and FY15 onwards. However, upon analyzing FDI from USA as a
percentage of total FDI, it can be observed that FDI from USA was 25 percent of total FDI in FY06. This sharply declined to
4.8 percent of total FDI in FY19 but increased a little to 11 percent of total in 2020.

Figure 30: Total FDI in Bangladesh compared to FDI from USA
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The prime sectors which have attracted FDI from USA over the years are Power, Banking, Textile, Gas & petroleum,
Computer Software & IT and Trading and Insurance. These seven sectors have comprised over 90 percent of USA’s total
FDI in Bangladesh, except for FY14, where ‘other sectors’ category had received a significant amount of investment. It can
be observed that FDI in the power sector has increased over the years. On the other hand, FDI in banking has relatively
declined in the last decade. Sectors such as textile and wearing has maintained a steady proportion of FDI with sporadic
increases in certain years such as FY13 and FY14. Gas & petroleum have maintained a strong position throughout the years.
FDI in trading was seen to be increasing in FY18 and FY19, however declined in the pandemic year of FY20. FDI in insurance
has maintained a steady position since FY17 and FDI in IT was picking up since FY16 but dipped again due to pandemic in
FY20.

Table 19: % of FDI from USA by sectors
% of FDI from USA by sectors
Sectors

FY11

FY12

FY13

FY14

FY15

FY16

FY17

FY18

FY19

FY20

Power

0.0

0.0

0.1

0.6

8.7

40.1

13.7

-3.0

-3.5

32.7

Banking

26.2

9.4

69.6

24.1

4.9

2.5

3.1

11.3

8.3

7.7

Textile & Wearing

3.0

1.1

6.4

23.7

2.2

1.3

3.0

4.7

3.5

2.7

Gas & Petroleum

49.0

81.1

0.0

10.5

83.9

47.3

56.3

51.2

49.8

34.5

Trading

0.0

0.0

0.0

1.1

0.3

0.5

1.3

8.0

7.8

3.0

Computer Software & IT

0.0

0.6

1.2

1.4

0.0

0.4

0.8

3.6

11.7

2.0

Insurance

14.9

4.3

10.0

0.0

0.0

4.9

20.5

16.8

17.3

13.0

Total (as %)

93.2

96.5

87.2

61.4

100.0

97.0

98.7

92.6

95.0

95.6

3.3 Bangladesh for Other
Current Trends in
Trade and Investment in

Major Economies

Although USA is Bangladesh’s top export partner, Bangladesh’s export only constituted 0.3 percent of USA’s total import
value in 2020. Imports of USA have totaled US$ 2.5 trillion and US$ 2.3 trillion in 2019 and 2020. Bangladesh’s export to USA
during these two periods were US$ 6.7 billion and US$ 6.1 billion respectively which constituted less than 0.3 percent of
USA’s imports. Bangladesh’s exports to USA are heavily concentrated on RMG and over 85 percent of export basket to USA
have comprised of RMG over the last decade. Comparative countries have fared better in this area. In 2020, UK exported
US$ 50 billion, Germany US$ 115.1 billion, Japan US$ 119.5 billion, China US$ 434.8 billion, and India US$ 51.2 billion. Figure
31 shows that between 2010 and 2019, Vietnam, India and Bangladesh have been able to increase their shares. Vietnam has
increased its share the most by 1.8 percentage points, India by 0.8 and Bangladesh by 0.1. Evidence suggests that one of the
prime reasons for Vietnam’s commendable performance is due to its intensely diversified export basket to the US.
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Figure 31: Exports of selected countries as % of USA’s imports
Exports of Selected Countries as % of USA's Imports
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Figure 32: Export Product Concentration Index, 2020
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Export product diversification is the lowest
in Bangladesh among peers. Bangladesh has
a product concentration index of 0.40 which
is higher than countries like Vietnam, Japan,
India, China and UK. A lower index implies
greater diversification in the export basket.
Approximately 90 percent Bangladesh’s
export to the US are basic low value RMGs
whereas top three exported products from
Vietnam to US included electrical machinery
(33 percent), RMG (20 percent) and footwear
(11 percent). Similarly, top three exported
products of China to US included various
machineries (48 percent), furniture and
bedding (6 percent) and toys and sports
equipment (5.6 percent).
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Figure 33: Products Imported by USA in 2019; Total import of US$ 2.4 trillion
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Bangladesh constituted only 0.13 percent of USA’s export market despite having a stronger economic growth rate than
peer countries. USA exported a total of US$ 1.7 trillion in 2019 out of which 6.4 percent was taken by China, 4.5 percent by
Japan, 4.2 percent by UK, 2.1 percent by India, 0.7 percent by Vietnam and 0.1 percent by Bangladesh. Although export from
USA to Bangladesh has grown between 2010 and 2019, it still trails its peers by a significant amount. Despite Bangladesh’s
robust growth and having an average economic growth rate that is higher than its peers in the last decade, it is unexpected
to observe that exports did not commensurate the rise in growth. Top three products that were exported to Bangladesh in
2019 were oil, seeds & fruit, cotton, and iron & steel. Countries at a comparable level of development such as Vietnam
depicts import of more sophisticated products from USA as top three products such as electrical machinery, cotton, and
aircraft. Similarly, India imported mineral fuels, metal and stone and machinery and China imported electrical machinery,
aircraft and medical instruments.
Figure 34: USA’s export to selected countries (in US$ billion)
USA's Export to Select Countries
(in US$ billions)
106.5
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Source: United States Census Bureau

USA exported products worth US$ 483 billion to Asia in 2019 out of which China, Japan and South Korea took 21.3 percent,
14.5 percent, and 11.9 percent respectively. According to OEC data, Asia constituted 32 percent of USA’s total exports. China
took the majority of Asia’s share, i.e., 21.3 percent. Japan is USA’s second biggest export market in Asia and the country
comprised 14.5 percent of USA’s total exports to Asia. On the other hand, countries like India, Hong Kong, Singapore have a
sizable export market for USA as these countries took export share of 7 percent, 6 percent, and 5.9 percent respectively.
Other countries like Malaysia, Vietnam, and Thailand comprised 2.7 percent, 2.2 percent and 2.8 percent of the Asian
market respectively. Conversely USA exported only US$ 2.3 billion to Bangladesh and thus, Bangladesh constituted only 0.5
percent of the export market for USA in Asia in 2019.
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Figure 35: USA’s export to Asia in 2019
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Figure 36: Products which USA exported in 2019: Total Export of US$ 1.5 trillion
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Given the massive size of USA’s economy
related to other economies, its FDI inﬂow in
Bangladesh has been comparatively subdued
over the last decade. Although USA has always
remained in the top ten countries from which
Bangladesh has received the highest FDI
inﬂows in the last decade, other countries
with smaller economies such as the UK and
Singapore have fared better. Figure 37 shows
that since FY07, UK has consistently invested
more in Bangladesh than USA has, except for
in FY16. FDI from India has grown consistently
over the last decade. FDI from China increased
substantially in FY18 and FY19 but dipped in
FY20, the year of the global pandemic. FDI
from Japan has increased over time but never
reached over US$ 100 billion.

Table 20: Top 10 countries with highest FDI in BD in FY19
SL.
No

Top 10 Countries

FDI Inﬂow
(in US$ million)

% of total

1

China

1159.42

29.8

2

Netherlands

802.84

20.6

3

UK

358.85

9.2

4

Singapore

254.01

6.5

5

USA

187.35

4.8

6

Hong Kong

134.37

3.5

7

Norway

133.4

3.4

8

India

113.7

2.9

9

Sri Lanka

90.84

2.3

10

Japan

72.91

1.9

Figure 37: FDI in Bangladesh from Selected Countries (in US$ million)
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Figure 38 shows that Bangladesh has received the lowest amount of private investment from USA relative to comparator
countries. Singapore has received the highest investment of US$ 288 billion, followed by Japan US$ 131.8 billion. This is
followed by China, India and Malaysia with US$ 116.2, US$ 45.9 and US$ 10.8 respectively. The countries to receive the
lowest investment from US are Vietnam and Bangladesh with US$ 2.6 and US$ 0.5 respectively. Despite being the second
lowest, Vietnam still received 5 times more private investment than Bangladesh from the US.
Figure 38: USA's Investment in Select Asian Countries in 2019 (in US$ billion)
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Table 21: FDI inﬂows from USA (in US$ million)
Sectors

FY16

FY17

FY18

FY19

FY20

Power

180.26

28.59

-5.11

-6.51

90.59

Banking

11.02

6.44

19.24

15.64

21.47

Textile & Wearing

6.03

6.16

8.02

6.55

7.42

Telecommunication

0.26

0.2

0.17

-0.03

-0.03

Food

0.27

0.13

0.05

0.11

1.52

Construction

0.41

0.84

0.06

0

0

Gas & Petroleum

212.95

117.5

87.33

93.35

95.56

Trading

2.25

2.78

13.73

14.61

8.33

Chemicals & Pharmaceuticals

0

0

0

0

0.00

Computer Software & IT

1.88

1.75

6.14

21.96

5.66

Insurance

22.01

42.83

28.61

32.32

35.98

Leather & Leather Products

0

0

0.01

0.01

0.02

Fertilizer

-0.01

-0.01

0.11

0

0

Cement

0

0

0

0

0

Agriculture and Fishing

0

0.48

0.57

0.16

0.07

NBFI

0

0

0

0.37

0

Metal & Machinery Products

0

0

0

0

0

Vehicle & Transport Equipment

0

0

0

0

0

Other Sectors

12.41

1.02

11.64

8.81

10.56

Total Net FDI Inﬂow

449.74

208.71

170.57

187.35

277.15
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Table 22: FDI Inﬂow from UK (in US$ million)
Sectors

FY16

FY17

FY18

FY19

FY20

Power

0.41

0.55

56.66

82.68

50.02

Banking

160.54

136.96

150.37

172.58

246.29

Textile & Wearing

45.34

31.07

42.14

-7.4

22.49

Telecommunication

0.36

0.01

0.05

0.07

0

Food

46.57

71.98

61.5

52.05

74.75

Construction

0.5

0.63

0.02

2.82

0.28

Gas & Petroleum

3.71

1.12

0

0

2.38

Trading

0.9

0.29

2.54

1.55

-0.50

Chemicals & Pharmaceuticals

17.27

21.67

22.33

17.86

16.40

Computer Software & IT

0.07

0.25

0.08

0.14

0

Insurance

0

0

0

0

0

Leather & Leather Products

0.23

0.02

0

0

0

Fertilizer

-0.78

0.17

0

1.26

0

Cement

0

0

0

0

0

Agriculture and Fishing

7.75

0.97

13.02

18.25

5.50

NBFI

0

0

0

1.32

0

Metal & Machinery Products

0

0

0

0

0

Vehicle & Transport Equipment

0

0

0

0

0

Other Sectors

24.09

39.45

24.01

15.57

17.75

Total Net FDI Inﬂow

306.96

313.87

372.72

358.85

435.36

Table 23: FDI Inﬂow from China (in US$ million)
Sectors

FY16

FY17

FY18

FY19

FY20

Power

0.42

0.01

407.31

960.59

40.76

Banking

0

0

0

0

0

Textile & Wearing

23.08

13.75

45.48

52.71

10.76

Telecommunication

0.36

0

0

-0.12

0

Food

0

-0.1

0.03

0.06

1.11

Construction

0.03

0.12

9.09

5.7

0.28

Gas & Petroleum

0

0

0

0

0

Trading

1.92

10.72

13.86

8.04

4.09

Chemicals & Pharmaceuticals

0.07

0.05

0.01

2.36

1.13

Computer Software & IT

0

0

0.34

0

0.2

Insurance

0

0

0

0

0

Leather & Leather Products

6.22

3.17

4.15

0.03

2.81

Fertilizer

-0.3

0

0

0.12

0.12

Cement

0

0

0

0

0

Agriculture and Fishing

0

0.02

0

0.07

0.04

NBFI

0

0

0

113.07

0

Metal & Machinery Products

0

0

0

0

0

Vehicle & Transport Equipment

0

0

0

0

0

Other Sectors

20.93

40.84

25.86

16.79

15.9

Total Net FDI Inﬂow

52.37

68.58

506.13

1159.42

80.29
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Table 24: FDI Inﬂow from India (in US$ million)

Table 25: FDI Inﬂow from Japan (in US$ million)

Sectors

FY16

FY17

FY18

FY19

FY20

Sectors

FY16

FY17

FY18

FY19

FY20

Power

0

10.08

23.47

12.36

25.29

Power

5.67

3.85

2.4

1.93

1.93
0.59

Banking

23.95

21.67

30.44

3.23

15.09

Banking

0.26

0.1

0.27

0.25

Textile & Wearing

15.54

13.85

14.04

13.28

8.49

Textile & Wearing

2.79

2.47

2.58

3.85

1.95

Telecommunication

0.14

4.59

0

14.91

7.32

Telecommunication

1.93

1.57

0

3.75

1.85

Food

3.11

1.81

1.71

1.9

3.78

Food

1.36

0

-0.07

0.81

2.56

Construction

0.01

0.02

0.09

0.01

0

Construction

0.09

5.06

4.55

10.6

1.05
10.73

Gas & Petroleum

0

0

3.85

0

0

Gas & Petroleum

0

0

0

4.96

Trading

5.57

5.11

6.69

6.06

6.59

Trading

2.97

2.27

4.06

1.62

1.54

Chemicals & Pharmaceuticals

2.69

4.59

5.48

6.12

7.67

Chemicals & Pharmaceuticals

0.12

-0.62

-1.05

-0.59

-0.33

Computer Software & IT

0.6

2.21

2.78

1.06

1.45

Computer Software & IT

0.19

0.24

0.59

0.39

0.63

Insurance

6.38

-0.25

0.24

0.49

0.5

Insurance

0

0

0

0

0

Leather & Leather Products

0.09

0

0.22

1.29

1.18

Leather & Leather Products

0.63

0.72

0.77

0.47

0.58

Fertilizer

0.06

0.03

0

0.01

0

Fertilizer

0.08

4.44

6.57

16.66

11.25

Cement

0

0

0

0

0

Cement

0

0

0

0

0.73

Agriculture and Fishing

2.66

2.18

1.69

0.81

1.20

Agriculture and Fishing

0

-0.02

-5.57

1.27

-0.99

NBFI

0

0

0

0

0

NBFI

0

0

0

0

0

Metal & Machinery Products

0

0

0

0

0

Metal & Machinery Products

0

0

0

0

0

Vehicle & Transport Equipment

0

0

0

0

0

Vehicle & Transport Equipment

0

0

0

0

0

Other Sectors

27.2

29.52

34.58

52.17

44.61

Other Sectors

10.52

24.39

12.95

26.94

26.05

Total Net FDI Inﬂow

88

95.41

125.28

113.7

123.17

Total Net FDI Inﬂow

34.61

44.47

28.05

72.91

60.12

Source: Bangladesh Bank

Key Features of the Investment Trends of Different Countries
• The Banking and Insurance sector of USA’s FDI inﬂow towards Bangladesh has made a climb from US$ 11.0 to
US$ 21.4 million in Banking and US$ 22.0 million to US$ 35.9 in Insurance.
• Bangladesh witnessed a drastic drop of FDI from USA from FY16 to FY20 timespan. From $180.26m it came down
to $90.59m.
• The most significant drop was in the gas and petroleum field. From US$ 212.95(FY16) the fall stopped at
US$ 95.56(FY20)
• The UK sanctioned a remarkable amount of FDI inﬂow in the power sector to Bangladesh over the
years(FY16-FY20). It rose up to US$ 82.6 in FY19 and then stopped at US$ 50.02m in FY20.
• From US$ 160.54 in FY16 to US$ 246.29m in FY20 the banking sector has also joined the uprising trend.
• China's FDI inﬂow towards Bangladesh in the power sector reached the peak in FY19 at US$ 82.6 million and still
remained remarkable in FY20 at $50.0 million comparative to FY16 when it was merely US$ 42 million.
• Having FY2016's inﬂow of $23.08m as a base, the textile sector has seen its best at US$52.7 million on FY19 and in
FY20 took a rapid fall at US$10.76 million.
• Bangladesh had a revolutionary FDI inﬂow from India to its power segment. From 0 at FY19, it has reached to
US$25.2 million in FY20.
• The progressive FDI inﬂow of Japan towards Bangladesh in gas and petroleum sector climbed from US$ 4.96 in
FY19 to US$ 10.73 in FY 20.
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3.4 USA and Bangladesh:
Growth Potential for Trade between

Analysis by The Gravity Model

Gravity models have been used extensively in recent years to try to quantify potential trade levels, particularly with
transition countries. The gravity model for trade is analogous to Newton's gravity law in mechanics: the gravitational pull
between two physical bodies (in newtons) is proportional to the product of each body's mass (in kilograms) divided by the
square of the distance between their respective centres of gravity (in meters). The basic gravity model explains trade ﬂow
between two nations with the size of the countries and the cost of transportation. The size of the country is captured by
income, and the transport cost is measured by the distance between country pairs. The higher the income of the countries,
the higher the trade ﬂow between them will be, and the larger the distance between two countries, the smaller the trade
ﬂow between them. (More on Annex 1)

3.4.1

Gravity Model:
Trade

The United States is Bangladesh's one of the most important trading partners, with about 17-18 per cent of its exports
being destined for the United States. Bilateral trade between the United States and Bangladesh was over US$ 8.2 billion in
2018, US$ 9 billion in 2019 and US$ 11.9 billion in 2020. However, from the United States perspective, Bangladesh can be
considered as a small trading partner and about 90 percent of the total exports from Bangladesh to the United States are
ready made garments alone, which clearly shows some lack of diversification.
Figure 39: Key figures for trade in the gravity model
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Potential in
Potential Sectors:

RMG’s loss of potential
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6.2% of actual exports.
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6.97 billion US $
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There is an urgent need and a great opportunity to significantly increase Bangladesh’s export revenue and, by extension,
employment in the coming years. There are a number of ways that Bangladesh can achieve this goal. Although Bangladesh
ranks fourth in the world in garment exports, behind China, the European Union, and Turkey, it can expand its garment
exports significantly by moving up the value chain in the textile sector and by pushing for duty-free access to the U.S.
market. However, a lack of diversification is an imminent challenge that requires immediate attention by the Bangladesh
government. It is imperative that Bangladesh develop the necessary economic environment and connecting transport
infrastructure to enhance its trade relations with its neighboring countries, and this, in turn, will provide numerous
economic advantages and opportunities for Bangladesh before moving on to bigger trade entities like the USA or Europe
om particular.

KEY FINDINGS:
POTENTIAL EXPORTS FROM BANGLADESH TO USA
• From the findings of our gravity model, Bangladesh has untapped potential in key sectors and could increase
exports to USA by US$ 342.9 million in high potential sectors.
• The share of lost potential is highest in RMG sector, which is 93.4% of the total lost potential in the high potential
export sectors. It comes as no surprise because the only products Bangladesh exports to USA in huge quantities are
basic t-shirts for men and women and not high-end products like suits, blazers and other RMG items.

Figure 40: 2020 Composition of Top 5 Export Items out of Total Exports to US
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Figure 41: Total potential exports from Bangladesh to USA
Untapped potential:
342.9 Million US $

Actual Exports:
5425 Million US $

Total Potential Exports: 5767.9 million US $

According to our analysis, the top 3 sectors of recent times, has untapped potential of 342 million in currently, and is thus
underperforming. Footwear exports has the potential to further increase $6.94 million, while Headgear and parts thereof,
can further bring in $15.7 million in export revenue. RMG too, despite being highly concentrated and overly reliant, has the
potential to bring in the largest export income, with a $320.3million forgone/untapped exports in the year FY2020. The
figure below captures the lost exports which were left untapped, as per the analysis.
Figure 42: Untapped potential in top BD Exports to USA

FOOTWEAR:

6.94 million US $

HEADGEAR:

15.7 million US $

Ready-Made Garments:

320.3 million US $

• Total RMG exports in FY20, as shown below stood at $5,147 million. However, our study shows that it can go up to $5,467,
after utilizing the currently untapped potential of $320.26 million.
• In the Headgear industry, the actual exports stand at $145 million, which has an untapped potential of about 15.7 million,
meaning that the potential exports could be as high as $160.7 million if full efficiency is utilized.
• The Footwear industry has an untapped potential of about $6.9 million, which if fully utilized, exports can reach as high
as $139.9 million compared to the actual exports of $133 million.
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Figure 43: Sector potential of BD Exports to US
Untapped potential:
US $6.95 Million

Untapped potential:
US $320.26 Million

RMG
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Actual Exports:
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Untapped potential:
US $15.7 Million
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parts
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Actual Exports:
133 Million US $

$160.7 m

Actual Exports: 145
Million US $

Figure 44: Untapped opportunities in high potential sectors for Bangladesh
Bangladesh High Potential Export Sectors- Untapped Opportunities
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POTENTIAL OF EXPORTS FROM USA TO BANGLADESH
The top 3 export potential industries for the United States are: Cotton, Oil Seeds and Iron. According to our analysis using
the Gravity Model, all three of these sectors has potential to grow further. The figure below shows the top 3 exports
currently from US to Bangladesh.
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Figure 45: Top 3 Exports from US to Bangladesh in recent times

Cotton

387.1m

Oil
Seeds

$448.4m

Iron
and
Steel

$339.4m

The Gravity model indicates, USA exports of the top 3 sectors can increase total exports to Bangladesh by US $31.3 million,
with an average growth of $10.45 million per sector.
Figure 46: Potential of the top 3 US exports to Bangladesh

Cotton:
Iron:

US $397.34 million

US $348.8 million

Oilseeds:

US $460.12 million

Current trade value of the top 3 products add up to $1174.9 million. The figure below shows, with an untapped potential of
$31.3 million in Cotton, Oilseeds and Iron and Steel exports to Bangladesh, total trade potential of US to Bangladesh in case
of the top 3 products is around $1.2 Billion.
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Figure 47: Total Potential exports from US to Bangladesh in top 3 sectors
Untapped potential:
US $31.3 Million

Actual Exports:
US $ 1174.9 Million

Total Potential Exports: 1206.2 million US $

• The share of lost potential USA exports to Bangladesh is highest in Iron and Steel, which is 34.3% of the total potential lost
in the high potential export sectors.
• Cotton and Oilseeds exports to Bangladesh from USA almost has the same untapped potential of around 10 million USD,
and if this is fully utilized, the export would go up as much as 397.3 and 460 million USD respectively for each of these
sectors, as shown below.
Figure 48: Potential of US export sectors to Bangladesh
Untapped potential:
US $10.24 Million

Untapped potential:
US $9.44 Million
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$460.12 m

Actual Exports: US $
448.4 Million

Figure 49: Untapped opportunities of US high potential sectors to BD
USA High Potential Export Sectors- Untapped Opportunities
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3.4.2 Foreign Direct
Gravity Model:

Investment

In our analysis, we have established a relationship between the Gross Domestic Product, distance between the two
countries, exchange rate, Total Factor Productivity and projected it on to the Foreign Direct Investment and the untapped
potential that remains unutilized. We have considered two different years, 2018 and 2020, for our analysis and the
remaining potential that Bangladesh should take advantage of.
Our analysis shows, given the respective GDPs and Distance from US to Bangladesh, the optimal FDI should have been
$362.1 million, which is around 34.8% percent higher than what Bangladesh received in FY20. This shows that there was an
untapped potential of $84.94 Million, which if invested in the high potential sectors would have added great value in terms
of creating employment and upgrade human capital, among other spill-over benefits.
Figure 50: Untapped Potential in FY2018, FY2019 and FY2020
Untapped potential in
FY2020: US $84.94

Actual FDI: US
$ 277.15 Million

Untapped potential in
FY19: US $56 Million
Total Potential=
US $362.1 Million

Actual FDI: US
$ 187.35 Million

Untapped potential in
FY18: US $54.6 Million
Total Potential=
US $243.35 Million

Actual FDI: US
$ 170.57 Million

Total Potential=
US $225.17 Million
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Chapter 4:

Opportunities for US to Ramp Up Trade and

Investment in Bangladesh

4.1 for Bangladesh

Identification of Priority Sectors

Bangladesh aspires to be an upper middle-income country by 2031 and a developed country by 2041. As such, the 8th Five
Year Plan has identified priority sectors that will support Bangladesh in materializing its aspirations. The key sectors
identified in the 8th Five Year Plan are i) Agribusiness, ii) Digital Economy, iii) Infrastructure, iv) Logistics, v) Heath, vi)
Education, and vii) Manufacturing. The 8th Five Year Plan carves out the growth plan for the respective sectors for between
fiscal 2021 to fiscal 2025 and depicts an understanding of the areas of interest to the GoB in each of the sectors identified.
Moreover, it also identifies the key constraints that are hindering investment and efficiency in these sectors. A brief on
each of the seven sectors are provided below.
Figure 51: Seven Priority Sectors listed in the 8th Five Year Plan and Perspective Plan of Bangladesh 2041
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Figure 52: High priority sectors in Current Export Policy
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Figure 53: High Priority Sectors in Current Import Policy
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Figure 54: High Priority Sectors in Current Industrial Policy
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4.1.1 Agribusiness
The agriculture and agribusiness sector is one that receives critical attention as it is an important driver of growth and
development. It accounts for almost 14 percent of the gross domestic product (GDP) and providing employment
opportunities for more than 40 percent of the country’s workforce. Despite the sector’s continued expansion, its relative
significance in the overall output has been subject to a decline following the stylized fact of development in which the rest
of the economy (manufacturing and services) starts to play a much more dominant role. Thus, the 8th Five Year Plan
intends to increase high-value addition products of agribusiness by strengthening agricultural supply chains; increasing
commercialization through uses of information and communication technology (ICT); easing credit facilities for small
farmers; escalating HRD for undertaking frontier research and delivery services; and ensuring efficient utilization of
natural resources.
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Figure 55: Key Strategic Directions for Agribusiness in Bangladesh in the 8th Five Year Plan
Increase high-value products of Agribusiness
Increase commercialization through using information and communication technology
Ease credit facilities for agribusiness
Undertake frontier research
Efficient utilization of natural resources

4.1.2 Digital
Economy
National strategies are highly aligned with the notion of a Digital Bangladesh and the government is committed to take
necessary steps ensuring its fast facilitation. The government strategizes taking several critical steps to enhance the
digital ecosystem including leveraging Line Ministry Centric Digital Economy Opportunities; intensifying Effectiveness
and Efficiency, and Encouraging Private Investment; establishing cooperation between Industry, Academia, and
Government; 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; 4IR Productive Knowledge Acquisition;
Digital Economy for Leveraging Fourth Industrial Revolution and 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.
Figure 56: Key Strategic Directions for Digital Economy in Bangladesh in the 8th Five Year Plan
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Figure 57: Policy development towards Digital Bangladesh
Policy
Development
Towards Digital
Bangladesh

-Out Sourcing Policy (2008)
-ICT Policy (2009)
-Right to Information Act (2009)
-National Broadband Policy (2009)
-Cyber Security Policy (2010)
-National Telecom Policy (2010)
-Rural Connectivity Policy Guideline (2010)
-National Science and Technology Policy (2011)
-ICT Act 2013 (amended)
-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

4.1.3 Infrastructure
Bangladesh’s infrastructure needs are estimated to be US$ 608 billion by 2040 and annual investments required are 10
percent of GDP. However, infrastructure investment constituted less than 2 percent of GDP for the last 15 years and hence
there is a significant financing gap, and the government encourages the private sector to come in. Infrastructure broadly
includes power, energy and special economic zones. The 8th FYP envisages power demand to grow annually by 8 percent.
The government wants to prioritize enhancing the generation capacity to match expansion of demand from all segments
of the economy, particularly industry and manufacturing, so as to ensure supply of unhindered quality power from the grid
and enhance the exploitation of gas, coal, renewable resources, increased energy imports particularly hydropower from
neighboring Bhutan and Nepal in order to optimize the energy mix and reduce the dependence on imported furnace oil.
Moreover, the government envisages to establish 100 Economic Zones by 2030 which will employ 10 million people and
increase exports by an additional US$ 40 billion.
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Figure 58: Key Strategic Directions for Infrastructure in Bangladesh in the 8th Five Year Plan and Perspective Plan 2041

Ensure Supply
of Unhindered
Quality Power

Enhance
exploitation
of gas, coal &
renewable resources

Establish 100
Economic Zones
by 2030

Zones to increase
Exports by addtional
US$ 40 billion

Zones to
Employ 10
million people

4.1.4 Logistics
National strategies realize the importance of logistics in economic and export diversification and intensifying
manufacturing. Logistics are inclusive of all types of transport logistics – road, inland waterway, rail and air. It also
includes ports and warehousing and storage. National strategies focus on progress on PPP based transport network
development; In regard to inland waterway transport, focus is given on increasing navigability, safety standards, port
facilities and efficient financing and management. Focus is also given on upgrading and expanding international airports
to meet growing air-traffic demand. Moreover, the existing terminals and runways are not A380 or B747-8F compliant. It
has become necessary for upgrading and expanding HSIA, to accommodate Code F Aircraft (A380, B747-8F). For seaports,
focus is given on the expansion of Chittagong Port capacity and completion of minimum 16-meter draft deep seaport at
Matarbari, Cox’s Bazar. The government wants to FastTrack investment programs for Payra Port will be fast tracked for
speedy completion of all required physical work to enable service by 2022.

Figure 59: Key Strategic Directions for Logistics in Bangladesh in the 8th Five Year Plan and Perspective Plan 2041
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Table 26: PPP Projects in Pipeline in Bangladesh
SL

Sector

Number of
Projects

Estimated
Capital Cost

1

Health

08

$ 582m

2

Transport

20

$ 3280m

3

IT

03

$1000m

4

Civil Accommodation

06

$780m

5

Shipping

06

$580m

6

Social Infrastructure

02

$12m

7

Industry

17

$1370m

8

Urban

04

$512m

9

Zone

05

$400m

10

Tourism

06

$555m

11

Education

01

$30m

12

Energy

01

$35m

13

Power

01

-

Total
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$ 9,136 Million

4.1.5 Health
National strategy - Vision 2041 envisions a High-income Bangladesh with no poverty and with conditions that allows
individuals to reach and maintain the highest attainable level of health. Bangladesh aims to attain a number of targets in
the road towards universal health coverage. Promoting and sustaining health and nutrition along with containing
population growth are priorities in the human development strategy. It includes health service delivery for increasing
access to, and quality of care and improving equity along with financial protection in order to meaningfully realize the
objectives of universal health coverage (UHC) by 2030. At present, Bangladesh does not have adequate health insurance
scheme that has made it very difficult for the poor and lower middle class to finance any health shock. Both issues will be
given top priority in the 8FYP.
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Figure 60: Key Strategic Directions for Health in Bangladesh in the 8th Five Year Plan and Perspective Plan 2041
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4.1.6 Education
To achieve upper middle-income country status by 2031, the 8FYP will align country’s human capital development
strategy with the overall economic development strategy. The government now focuses on the quality of education for all
streams including Technical and Vocational Education and Training (TVET). National development plans centers around
improving quality issues by improving teacher to student ratio, learning outcomes, cognitive skills, teachers’ pay and
reducing absenteeism. A holistic approach and a regulatory framework for skill development will be adopted, where all
tiers of education and vocational training will be interlinked. All education and skill related policies will complement each
other to achieve the broader goal of creating a knowledge and skill-based society.
Figure 61: Key Strategic Directions for Education in Bangladesh in the 8th Five Year Plan and Perspective Plan 2041
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4.1.7 Manufacturing

Export-led manufacturing in the principal strategy of growth outlined in the 8th FYP. Once the world economy has gone
past the COVID-19 pandemic Bangladesh’s future industrial prospects will be intricately linked to the projected trends in
global and regional trade in a highly competitive environment, the future of globalization, and the evolution of trade
policies determined by the transformation of manufacturing and services of the future, during the 8FYP which is also a
preparatory period of LDC graduation. industrialization is employment-intensive with evolving skill-intensity consistent
with technological sophistication of the Fourth Industrial Revolution, thus paving the way for greater export diversification
and domestic market expansion based on competitiveness. To trigger deepening manufacturing, the national plans focus
on modernizing tariff regimes, addressing the challenges of export diversification, trade agreements for increasing trade
and improving infrastructure and logistics.
Figure 62: Key Strategic Directions for Manufacturing in Bangladesh in the 8th Five Year Plan and Perspective Plan 2041
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4.2 US Brings in

Comparative Advantage

the Priority Sectors

The key sectors have been identified where US has a comparative advantage that includes agribusiness, infrastructure,
logistics, digital economy, manufacturing of sophisticated machinery and vehicles and high-skilled services. It is
important to identify alongside Bangladesh’s priority sectors also the sectors where US possesses a comparative
advantage. This is because a comparative advantage will give US the ability to produce a good or service at a lower
opportunity cost. This in turn, will increase the ability to increase profit margins in these sectors compared to other ones.
The prime sectors where US has a comparative advantage are provided below.
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4.2.1 Agri-business
US is the world’s largest producer of diversified agricultural products and has developed significant resources to
transport these products. Value of the agricultural sector as percentage of US’s GDP in 2019 was 0.92%. Compared to other
countries in the world, the US is a high production, low-cost source of agricultural products. The removal of trade barriers,
such as tariffs, via free trade agreements provides an economic boost to US agriculture. Many of agricultural products now
rely on international demand as a major component of total demand. In 2019, the world consumed 13.1 percent of US corn
and 30 percent of US soybeans. In 2019, 10.9 percent of the US wheat crop was exported, along with 1.2 percent of US coffee,
3.0 percent of US rice, and 32.2 percent of US cotton. International trade is also important to the livestock and dairy
industries. 17.6 percent of all US pork is shipped to other countries, along with 23 percent of US bovine meat, 17 percent of
US poultry meat, and 16.5 percent of US dairy products.
Figure 63: US-Agribusiness overall scenario
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Source: The Observatory of Economic Complexity (OEC) - USA data

4.2.2 Infrastructure:

Power and Energy

The US uses and produces many different types of energy, which can be grouped into general categories such as primary
and secondary, renewable and nonrenewable, and fossil fuels. Primary energy sources include fossil fuels (petroleum,
natural gas, and coal), nuclear energy, and renewable sources of energy. Electricity is a secondary energy source that is
generated (produced) from primary energy sources. Natural gas production (dry gas) reached a record high of 33.97 trillion
cubic feet (Tcf) or 93.06 billion cubic feet per day (Bcf/day) in 2019. Although annual crude oil production decreased
between 1970 and 2008, the trend reversed in 2009 and production began to rise, and in 2019, U.S. crude oil production
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reached a record high of 12.25 million barrels per day. The amount of nuclear energy production in 2020 was 790 billion
kilowatt-hours (kWh)—or 8.25 quads—the second highest on record behind 2019. Renewable energy production and
consumption both reached record highs of about 11.7 and 11.6 quads, respectively, in 2020, driven mainly by record-high
solar and wind energy production.
Figure 64: Power & energy sector scenario of US
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Source: US Energy Information Administration

4.2.3 Logistics
Logistics industry the US is highly competitive and firms in this industry benefit from a highly skilled workforce and
relatively low costs. The air and express delivery services offer expedited, time-sensitive, and end-to-end services. This is
a $87 billion industry in the US and firms also provide the export infrastructure for many exporters, particularly small and
medium-sized businesses that cannot afford to operate their own supply chain. On the other hand, maritime sector
includes carriers, seaports, terminals, and labor involved in the movement of cargo and passengers by water. Water
transportation moves nearly 70 percent of all US international merchandise trade. Over-the-road transportation of cargo
is provided by motor vehicles over short and medium distances. According to the American Trucking Associations,
trucking revenues were US$ 700 billion in 2017. That year, trucks moved almost 11 billion tons of freight.
Figure 65: Logistics industry in US
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4.2.4 Digital

Economy

United States is one of the global leaders in IT sector and the rise of digital economy in US has been observed in the past
two decades. According to the new estimates of Bureau of Economic Analysis (BEA) of USA, the digital economy accounted
for 9.0 percent of GDP in 2018 which amounted to US$ 1,849 billion. Digital economy real value added grew at an average
annual rate of 6.8 percent per year from 2006 to 2018, compared to 1.7 percent growth in the overall economy. The faster
growth rate of the digital economy helped the digital economy share of the total economy grow from 7.3 percent (US$ 948.4
billion) in 2005 to 9.0 percent (US$1,849.3 billion) in 2018, depicting that it doubled in size.
Figure 66: Digital Economy Dollar Value Added and Share of Total GDP in US over time
$2000

8.9%
8.7%

$1600

$1200

7.3%

7.3%

2005

2006

7.5%

7.8%

8.0%

2007

2008

2009

8.2%

8.2%

8.1%

2010

2011

2012

8.4%

9.0% of
total GDP

8.9%

8.3%

$800

$400

0$
2013

2014

2015

2016

2017

2018

Source: US Bureau of Economic Analysis

In 2018, the digital economy supported 8.8 million jobs, which accounted for 5.7 percent of total US employment.
Employees working in the digital economy earned US $ 105,473 in average annual compensation compared to US$ 70,858
average annual compensation per worker for the total US economy. From 2006 to 2018, B2C e-commerce experienced the
fastest average growth of all the components, with real value added growing at 12.7 percent on average per year. B2B
e-commerce grew the slowest at 3.9 percent. All components of the digital economy grew faster than the overall economy
over this period.
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Figure 67: Components of the Digital Economy: Real Value-Added Average Annual Growth, 2006–2018
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4.2.5 Sophisticated Vehicle and
Manufacturing of

Machinery Services

The United States has one of the largest automotive markets in the world. In 2018, US light vehicle sales reached 17.2
million units, the fourth straight year in which sales reached or surpassed 17 million units. Overall, the US is the world’s
second-largest market for vehicle sales and production. New R&D initiatives are transforming the industry to better
respond to the opportunities. According to Auto Alliance, of the US$ 105 billion spent on R&D globally, almost a fifth (US$
18 billion) was spent in the United States. In 2018, US exported 1.8 million new light vehicles and 131,200 medium and heavy
trucks to more than 200 markets around the world. With an open investment policy, a large consumer market, a highly
skilled workforce, available infrastructure, and local and state government incentives, US is the premier market for
automotive industry.
The US aerospace industry is the largest in the world and offers a skilled and educated workforce, extensive distribution
systems, diverse offerings, and strong support at the local and national level for policy and promotion. In 2018, the
industry contributed US$ 151 billion in export sales to the US economy. Its positive trade balance of nearly US$ 88 billion
that year was the largest trade surplus of any manufacturing industry. The US aerospace industry directly employs about
509,000 workers in scientific and technical jobs across the nation and supports more than 700,000 jobs in related fields.
Investment in the US aerospace industry is facilitated by a large pool of well-trained machinists, aerospace engineers, and
other highly skilled workers with experience in the aerospace industry.
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Figure 68: Automotive & Aerospace industry of US
Automotive Industry
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4.2.6 Professional Services
High Skilled

The US offer a pool of highly skilled professional services that is unparalleled in the world. According to the United States
Bureau of Labor Statistics (BLS), there were approximately 2 million engineers, 700 thousand engineering technicians and
technologists, and 4.1 million computational professionals in the US workforce in 2018. Professional services firms in the
US generated nearly US$ 2 trillion in combined revenue in 2018. That same year, the US professional services industry
included 9.4 million jobs spread out over 1.2 million firms. Industry subsectors are provided below:
Accounting, engineering services, management consulting and healthcare experts generated the most income. The
engineering services sector generated US$ 262 billion in revenue in 2018, with a majority of that revenue generated from
industrial and manufacturing engineering. This subsector also includes commercial and institutional architecture,
transportation infrastructure, and power generation and distribution activities. Management consulting sector generated
US$ 328 billion in revenue in 2018. 1.4 million jobs were directly supported by the subsector's 265,100 firms in that.
Figure 69: High skilled professional services in US
High Skilled
Professional
Services

Professional firms
generated nearly USD
2 trillion in combined
revenue in 2018

2 million engineers, 700 thousand
engineering technicians and
technologists, and 4.1 million IT
professionals in the US workforce in 2018

Engineering services:
generated USD 262
billion in revenue
in 2018

Source: United States Bureau of Labor Statistics (BLS), SelectUSA.gov

Accounting: Firms
generated more than
USD 180 billion in
revenue in 2018

Management consulting:
generated USD 328 billion
in revenue in 2018
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4.3 Gains Converge for
Where Do Opportunities and

US and Bangladesh:
Heatmapping the Priority Sectors

The areas of significant business opportunities are present at a point of convergence between government’s priority
sectors and sectors where US has a comparative advantage. Delving deeply into national strategies of Bangladesh has
identified seven key sectors such are Agribusiness, Digital Economy, Infrastructure, Logistics, Health, Education and
Manufacturing. On the other hand, extensive key informant interviews coupled with rigorous analytical secondary
analytical desk research has identified the sectors where US has a comparative advantage. This includes manufacturing of
sophisticated machines and vehicles, high skilled services, digital economy, agribusiness, logistics and infrastructure.
Heatmapping of GoB’s priority sectors and US’s comparative advantage confirms the sectors with significant
opportunities where US and Bangladesh can work together.
Table 27: Heatmapping of the sectors where opportunities are significant for US-Bangladesh’s trade and investment

Sectors Prioritized in the National Strategies of Bangladesh

US’s Comparative Advantage

Sectors
Agribusiness

Agribusiness

Manufacturing

Digital
Economy

Infrastructure

Logistics

HighSkilled
Services

Win-Win

Digital Economy

Win-Win

Infrastructure

Win-Win

Logistics

Win-Win

Health

Education

Manufacturing

Win-Win
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Bangladesh’s National Priority Sectors

Figure 70: Heatmapping of Sectors Represented by Bubble Chart

Logistics
Digital
Economy
High-Skilled Services

Agribusiness

Health

Education

Infrastrucuture

Manufacturing

US Comparative Advantage

The chart depicts that agribusiness, digital economy, infrastructure and logistics are the sectors which can yield
significant opportunities for trade and investment between US and Bangladesh. The figure above shows Bangladesh’s
national priority sectors on the vertical axis and US’s comparative advantage on the horizontal axis. Sectors such as the
aforementioned agribusiness, digital economy, infrastructure and logistics are high in both parameters. The size of the
bubbles represent the scope of opportunities in the sectors. For instance, health and education sectors are in GoB’s
priority, however, these sectors in Bangladesh are at a very nascent stage. The government primarily focuses on increasing
funding for education and health and improving overall quality. For education, this would mean decrease dropout rates
and absenteeism. For health, this means improving overall infrastructure and training to doctors and nurses. Education
and health sectors in the US are at an advanced and sophisticated stage and would not find much scope for consequential
business opportunities in these sectors.

4.4

What Lies in the
Priority Sectors for

the US Firms
4.4.1 Agribusiness

Agribusiness is a key sector that holds significant business potential for US and Bangladesh due to increased
urbanization and the fact that Bangladeshis on average spend 48 percent of their income on agro products. In
Bangladesh, 37.8 percent of its population, which is approximately 60 million people, is involved in agriculture. Moreover,
the market for processed food in Bangladesh reached a size of US$ 2.5 billion in 2019 and is growing at an average of 8
percent per year. By 2050, with the global population expected to reach 9.8 billion and demand will be 60% higher than it is
today. Increased urbanization in the future will affect food consumption patterns—higher urban income is reﬂected in
reduced intake of staples, increased demand for processed food and meat.
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US import appetite for agribusiness is US$ 180 billion and Bangladesh was able to capture 0.8 percent of it. USA imported
approximately US$ 180 billion of agri-processed food and Bangladesh exported only US$ 1.5 billion. This depicts that there
is a large market for agribusiness in the US. As the drive for economic and export diversification intensifies in Bangladesh,
there will inevitably be an increase in demand for agribusiness related machinery and technology. Agriculture is likely to
undergo transformation by embracing fourth Industrial Revolution technologies as robotics, remote sensing, 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. This provides potential for US
to provide the required technologies and also for investment in the sector due to its high domestic demand.
Figure 71: Unique Value Proposition of Agro-Processing in Bangladesh
US$ 2.5 billion
is the size of
processed food
market in
Bangladesh

US$ 5.8 billion
processed food
market by 2030
in Bangladesh

60% higher
demand for
food by 2050
globally

By 2050, global
population will
reach 10 billion
and demand for
food to rise by 60%

34 million
people will be in
the middle
and affluent
income-class by 2025

US$ 5.8 billion
processed food
market by 2030
in Bangladesh

47% of income
spent on food
by Bangladeshis

Bangladesh reaped
only 0.8% of
agribusiness
market in US

4.4.2 Digital

Economy

Bangladesh possesses all the elements of a fully digital economy and is the 9th largest country in the world in terms of
mobile users. With 106 percent mobile phone penetration (173 million), 60 percent internet penetration (103 million) and
55 percent mobile internet penetration (94 million), retail digital connectivity in Bangladesh has already reached its peak.
In addition, more than 34 million Bangladeshis transact for more than US$ 232 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, enabling them for rapid digitalization of services, both private and public.
The IT/ITeS market of Bangladesh is sized at USD 200 million for domestic and 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 manpower training and promotion
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of IT/ITeS industry by the government, the sector is poised to grow to more than double its size in next five years.
Bangladesh already has more than 2,000 e-commerce sites and more than 50,000 Facebook based e-commerce
businesses generating a revenue of US$ 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 US$ 400 million investment so far.

Figure 72: Opportunities in the Digital Economy
US$ 5 billion
Digital
Economy by
2025

21% growth
rate which is
higher than
peers

34 million
Bangladeshis
transact more
than US$ 232
million a day

IT/ITes Market
is sized at US$1
billion in
Bangladesh

106% mobile
penetration
and 60%
internet
penetration in
Bangladesh

10% to 60% lower
cost in Bangladesh
compared to peers

Demographic
dividend in
Bangladesh
reﬂects
afforable youth
for US in digital
space.

Figure 73: Investment Opportunities in Digital Economy
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4.4.3 Infrastructure
An investment requirement of US$ 608 billion for infrastructure for Bangladesh is estimated by Global Infrastructure
Outlook till 2040, which translates into US$ 24.3 billion annually. Annual infrastructure investment needs to be 7 to 8
percent of GDP; however, it is less than 2 percent of GDP currently. Hence there is a significant financing gap, and the
government encourages the private sector to come in. To facilitate industrialization, the government envisions to establish
100 Economic Zones (EZs) by 2030, where the enabling environment will be comparatively favorable than the rest of the
country. The economic zones are expected to provide employment opportunities for 10 million people and increase
exports by an additional US$ 40 billion. These zones provide several attractive incentives for foreign investors. Moreover,
the 8th FYP envisages power demand to grow annually by 8 percent. The government wants to prioritize enhancing the
generation capacity to match expansion of demand from all segments of the economy, particularly industry and
manufacturing, so as to ensure supply of unhindered quality power from the grid and enhance the exploitation of gas, coal,
renewable resources, increased energy imports particularly hydropower.
Figure 74: Opportunities in Infrastructure sector

US$ 608 billion investment requirement
for Infrastructure in Bangladesh

Government will establish 100 Economic
Zones in Bangladesh

The Economic Zones will increase
exports by an additional US$ 40 billion

Power demand will grow by 8% annually
in Bangladesh

4.4.4 Logistics
Demand for warehousing is estimated to increase by 64 percent by 2022 whereas a tremendous potential exists for
developing ports and port facilities. The logistics sub-sector comprises of warehousing and storage, TCL, transport
logistics and ports. A study by PwC has identified US$ 1.1 investible opportunities in TCL that has emerged because of
higher demand for significant investment in TCL has been triggered by recent steep growth of industries (agribusiness,
food, restaurants, pharmaceuticals, and chemicals) reliant on efficient TCL. Notably, perishable food industry, grew by 11
percent in the last five years. Demand for warehousing is projected to grow by 64 percent by FY22. The warehousing market
is fragmented as 95 percent of the warehouses are either owned by rented by end-users directly. Current warehousing and
TCL services providers do not follow globally accepted standards and offer sub-par quality services at a relatively higher
price. Additionally, the TCL market is estimated to grow by 126 percent from 110,500 pallets in 2018 to 249,500 pallets in
2028.
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On the other hand, seaports provide significant investment opportunities as the government intends to expand the
Chittagong port and complete Matarbari deep seaport, Payra seaport and Bay terminal. Presently there are operational
inefficiencies in Chittagong port that is reﬂected by higher turnaround time of 3.23 days compared to 0.73 days at Cochin
port, 0.86 days at Colombo port and 1.83 days at Chennai port. Private investment in ports can increase efficiency and can
reduce average maritime transport costs to US by 8.8 percent (Competitiveness of South Asia’s container ports, World
Bank, 2016).
Figure 75: Opportunities in Logistics sector in Bangladesh

Logistics market
has an estimated
value of US$ 15
billion
Demand for
warehousing to
increase by 64%
by FY22

Expenditure on
the sector needs
to rise to 8% of
GDP from 2-3%

Opportunities
in Logistics
Sector in
Bangladesh
Exports to rise by
70% and Import
by 65% by FY25

Foreign equity
cap increased
from 40% to 49%
for JVs
Over US$ 1 billion
investment
opportunity in
cold chain

4.4.5 Manufacturing
Manufacturing sector provides immense opportunity trade and investment between US and Bangladesh. The GoB
envisages deepening export and market diversification and intends to increase share of manufacturing from present 24.2
percent to 30.2 percent by fiscal 2025. In this regard, the GoB is committed to taking all the regulatory reforms necessary
to induce growth in manufacturing. This will provide US the opportunity to import quality products from Bangladesh at an
affordable rate. On the other hand, US specializes in manufacturing sophisticated machinery and aircraft. Manufacturing
sector comprises 11.4 percent of US GDP which approximates to US$ 2.4 trillion. Given Bangladesh’s dedication to increase
infrastructure, logistics and manufacturing, there lies a significant opportunity for US to export sophisticated
manufacturing items to Bangladesh.
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Figure 76: Opportunities in manufacturing sector in Bangladesh

US$ 2.4 Trillion
is the size of
US Manufacturing Sector

US$ 15 billion
market in
Electrical
Manufacturing
by 2025

10% of the
world's Leather
demand is met
by Bangladesh

Bangladesh's
Manufacturing
is to increase
from 24.2% to
30.2% by
FY2025

US specializes in
sophisticated
machinery and
aircraft which
Bangladesh
needs

US is Bangladesh's largest
export market
with 17.3% of total
exports amounting to US$ 5.8
billion
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Chapter 5:
Conclusion and Strategic Options for
Tapping Into Emerging Opportunities
Bangladesh has made remarkable economic progress over the last few decades and needs to enter a coordinated phase
of policy actions and reforms to sustain recent growth trajectory and improve overall trade and investment. Poverty rate
has dropped to 20.5 percent in 2019 from 31.5 percent in 2010 which is 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.
Inspired by these impressive achievements, Bangladesh has laid out its grand vision to become an ‘Upper Middle-Income
Country’ by 2021 and a ‘Developed Country’ by 2041. A fundamental challenge facing Bangladesh to break into this
middle-income 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. To address this problem, it is highly essential to increase trade and
investment between Bangladesh and its major trade and investment partners.
Increasing trade and investment with major economic partners such as US will be imperative in Bangladesh attaining its
upper middle-income status through sustainable economic growth and job creation. The 8th Five Year Plan aims to
accelerate economic development through stronger trade and investment and includes targets such as: (i) increase gross
investment from 31.8 percent to 36.6 percent of GDP, (ii) increase in private investment from 23.6 percent to 27 percent of
GDP, (iii) increase FDI as percentage of GDP from 0.5 to 3 and (iv) increase exports from US$ 33.6 billion to US$ 56 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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Specific
5.1 Sector
Recommendations
Agribusiness
Better Regulatory Service Delivery to Agribusiness
Sector
through
Effective
Cross-government
Coordination. Consider One Stop Service under one
umbrella. In order to promote inter-agency
coordination/collaboration and ensure smooth service
delivery, production of primary inputs (i.e., farm output)
and agro-processing should be placed under one
umbrella. Stakeholders opined that 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.
Establish agro-processing zones (APZs) and Targeted
Investment Facilitation. 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 and Narshangdi,
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.

Strengthen Technology Adoption and Digitize
Agricultural Market Information System. The global
developments in 4IR technologies is making its impact
in agribusiness just like in many other sectors.
Bangladesh, which stands at nascent level of agri
technology, has the opportunity to leapfrog 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 drip
irrigation and technology-driven cattle breed
development. Bangladesh should particularly focus on:
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.
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Digital Economy
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. A 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, through QR and Virtual Payment Addresses;
and
• Licensing of all possible entities (e.g., MNO/telecoms,
Fintechs, NBFIs) to participate in the digital finance
programme, without prejudice and restriction.
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.
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. Indonesia while tax incentive to Indonesian
investors in the start-up eco-system has promoted
them to focus on the sector.
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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, GST/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.
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-public-partnerships 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:

Infrastructure and Logistics
Developing a National Logistics Strategy/Policy along
with an Infrastructure Plan. 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.
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
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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.
Table 28: Summary of Recommendations for Agribusiness
Action Agenda

Recommendation
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 Plant Quarantine Rules

5.

Development of 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.

Removal/Easing of restriction on notified crops

2.

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

3.

Reduction of import duty on industrial varieties

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

Targeted Agribusiness
Policy and Fiscal Support
for Agri-processors to
create a strong market pull

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

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

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

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

Facilitate industrial
agriculture, in addition to
commercial agriculture

Lead Agency

Supporting
Agencies

Timeline

Ministry of
Industries

BSTI, Bangladesh
Accreditation Board,
Ministry of Agriculture

3-5 Years

Ministry of
Agriculture

Seed certification
Agency, National seed
Board, Bangladesh Seed
Association

3-5 Years

Ministry of
Agriculture and
Ministry of
Finance

Ministry of Commerce,
Bangladesh Bank,
Ministry of Industries,
Ministry of Agriculture

1-2 years

Ministry of
Agriculture

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

1-2 years
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Action Agenda

Recommendation
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

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_)
a. Provide tax and fiscal incentives to ease
technology adoption and transfer

Establish agro-processing
zones (APZs) and incentivize private sector
investments along
agricultural value chains

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.

2.

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

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

1.

Financial 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

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

Lead Agency

Supporting
Agencies

Timeline

Ministry of
Agriculture

Ministry of Law

3 Years

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

Bangladesh
Economic Zones
Authority (BEZA)

PMO, Ministry of
Industries, Bangladesh
Agro-processors
Association (BAPA)

5 Years

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

3-5 years
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Table 29: Summary of Recommendations for Digital Economy
Action Agenda

Recommendation
1.

2.

3.

4.

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

1.

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

2.

Update National Broadband Policy 2009.

3.

Update Digital Commerce Policy 2018.

4.

Enactment of regulations for alternate
MSME credit rating system.

Modernizing Policy
and Regulatory
Framework for
Supporting greater
Digital Economy
Investments and
entrepreneurship for
MSMEs in the
Start-up and IT/ITeS
sector.

1.

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

Universalize Digital
Identity be used as a
conduit for digital
inclusion.

Lead Agency

Supporting
Agencies

Timeline

ICT Division
National Board
of Revenue
Start-up
Bangladesh
BIDA

2 Years

Fast 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

ICT Division,
Ministry of
Commerce,
Bangladesh
Bank

1 Year

2.

Relax capitalization and licensing norms
SMEs to participate in Digital Economy

Bangladesh Bank

2 Years

3.

Enactment of regulations for alternate
MSME credit rating system

Ministry of
Planning /CPTU

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

1.

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

2.

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

3.

Upgradation of Intellectual Property Rights (IPR)

2 Years

4.

Introduction of national Skills Registry Policy

2-3 Years

1.

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

2.

Enactment of Data Inter-operability law.

3.

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

4.

Inter-agency 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

3-4 Years

ICT Division

ICT Division

Bangladesh
Computer Council

2-3 Years

BGMEA, DCCI,
MCCI, BASIS etc.

3 Years

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

2-4 Years

2 Years
2-3 Years
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Action Agenda

Recommendation
Promote Bank-based
payments and digital
finance for greater
inclusion

1.

6.

Create legal pathway
for Digital Identity
based authentication
for universal use

1.

7.

Create Digital
Economy Friendly Tax
and tariff regimes for
hardware and
software import,
income tax and
VAT/GST.

5.

Create regulations for e-KYC based bank accounts.

Supporting
Agencies

Lead Agency

Timeline

Bangladesh
Bank

MoF

Legislating the universal ID.

ICT Division

Ministry of Legal
Affairs

1-2 Years

1.

Revision of taxes to decrease internet prices.

National Board
of Revenue

Ministry of Commerce
Ministry of Finance

1-2 Years

2.

Reduction of taxes on smart phone imports.

1-2 Years

3.

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

2 Years

1-2 Years

NBR

Table 30: Summary of Recommendations for Infrastructure and Logistics
Action Agenda

Recommendation

Lead Agency

Supporting
Agencies

Timeline

Develop and enact a
National Logistics Policy/Logistics

1.

Develop a National Logistics Strategy
that would be holistic and aligned with
Government’s growth agenda and
trajectory.

Prime Ministers
Office (PMO)
and Logistics
Infrastructure
Developed
Working
Committee

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

1-2 Years

Institute a inter-agency
coordination mechanism to
bring together the 9
ministries and 21 agencies
who are relevant for logistics

1.

Develop a coordination mechanism that
would involve the private and public
sector representatives

Prime Minister’s
Office (PMO)
and Logistics
Infrastructure
Developed
Working
Committee

Relevant Public and
Private Sector
Agencies

1-2 Years

Enact a new regulatory
framework for logistics
(warehousing and storages)
by replacing the age-old
Warehouse Ordinance of 1959

1.

BEZA

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

2 Years

Removal of restrictive measures
on foreign ownership in logistics
sector (e.g., allowing 100%
foreign ownership; removing
49% equity ceiling for foreign
partners in logistics joint
ventures)

1.

NBR

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

1-2 Years

2. This may be a foundational step in
developing the National Logistics
Strategy
Develop a policy guideline for warehouse
and storage.

2. Develop operational guideline for
warehousing and storage.
Foreign operators in logistics should be
able to operate in Bangladesh on its own
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5.2

Specific Measures to Induce
Trade and Investment between

USA and Bangladesh

Government-based Approach
Enhancing Communication and Engagement between US Investors and the US Embassy in Bangladesh: The private
investors and US-based firms located in Bangladesh feel that that there is great scope for improvement in communication
with private investors. A significant number of Key Informant Interviews (KPIs) have revealed that they did not receive the
quality of support from the embassy in terms of advocating for the private sector and also in getting information. They
have further mentioned that a focused discussion can be held between the US private investors and representatives where
the areas of improvement can be identified in a granular manner and a consequent action plan can be developed.
Making Trade and Investment Cooperation Forum Agreement (TICFA) discussions theme-based and granular (TICFA):
Till date, four TICFA meetings have been held where the purpose was to identify and address obstacles to increasing
bilateral trade and investment. However, investors that have participated and attended have revealed that discussions
were overarching and lack granularity. It is essential to identify and prioritize the key obstacles in as a granular way as
possible and discuss with the government on how best to eradicate the challenges as efficiency and effectively as possible.
Negotiate for Generalized System of Preferences (GSP): Bangladesh’s major trade partner – EU provides GSP benefits to
Bangladesh where the country’s exports can enter duty-free into the European market. Without GSP, exports would be
subjected to 15 percent custom’s duty. All Bangladeshi exports except for RMG were enjoying GSP facilities from USA till
June 2013 when US suspended Bangladesh’s GSP status on grounds of compliance and working conditions. As Bangladesh
government is driving export diversification agenda, it would be helpful to negotiate with the US to regain its status. This
could trigger export of products outside of RMG get into the US market. This can also induce US FDI into the country as
firms can take advantage of this trade privilege.
Maintaining a Digital Software System at the Trade Department in US Embassy: A digital software system can be
maintained at the US Embassy where investment opportunities in Bangladesh for US investors can be posted. The US
trade department along with American Chamber of Commerce can proactively look for business opportunities in
Bangladesh and reach out to US investors. This can help US businesses to grow into the Bangladeshi market. These types of
internal digital software systems are maintained in Department of Internal Trade (DIT) in UK.
Providing Export Finance for US companies: To increase trade with Bangladesh, the US government can maintain a fund
which it can provide to US companies wanting to export in Bangladesh. This can specifically help US exporters and provide
them with working capital loans for export orders at a minimum interest rate. UK maintains a similar fund known as UK
Export Finance (UKEF) for Bangladesh and UK companies can also use this fund to insure itself in case the buyer defaults.
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Accessing Government to Business (G2B) Opportunities:
Leveraging Power and Flexibilities of Government to Government Agreements on Public-Private Partnership (PPP)
which help circumvent cost disadvantage and complex public procurement processes: For the last decade, GoB has rolled
out/implemented/planned scores of infrastructure initiatives which are of immense commercial and strategic value.
Depending on the size, complexity and scope of these projects, , many of which are mega in size and scope, the
opportunities have been offered to / secured by private sector infrastructure developers and service from various
countries. In majority cases, they were secured by companies from Asian economies such as China, and India who brings
a major cost advantage in the competitive bidding process. Asia firms’ low-cost base makes it extremely challenging for
North American and European firms to compete in competitive procurement process which are also marred in procedural
complexities and difficult political economy.
In order to facilitate participation of highly qualified and experienced firms from around the globe in important
infrastructure and services deliver, GoB has a mechanism in place whereby firms nominated by their host government
with G2G PPP arrangements with Bangladesh can have projects directly awarded. Several countries such as Singapore,
UAE, Saudi Arabia have such agreements in place with GoB. Developing a similar arrangement between the US and
Bangladesh will be critical in ensuring the US firms have similar strategic advantages and will enhance their prospects of
securing businesses awarded by the GoB.

Private Sector-based Approach
Enhancing the Role and Involvement of the American Chamber of Commerce and Industry: KIIs have revealed that there
is enormous opportunity for the American Chamber to be involved in engaging with the US firms in Bangladesh. Granular
recommendations from the US private investors include:
• Publishing a monthly 2-pager report on investment opportunities & development on specific sectors
• Establishing a separate cell and hire competent staff to provide matching services
• Providing match-making services for US companies to do JVs with domestic companies
• The cell can develop a comprehensive regulatory and investment toolkit for US investors interested in
Bangladesh
• Announcing regulatory improvements and provide information on any upcoming ones
• Hosting events regularly so that the US private sector members can get to know each other better and increase
cohesiveness amongst themselves.
Engagement of Consulting Firms that provide focused services to help Improve Trade and Investment between US and
Bangladesh: Such companies exist for other countries such as Japan. These kinds of firms can provide services such as:
• Matchmaking US companies with local ones for JV
• Investment consulting services for US companies interested to come or expand their current business in
Bangladesh
• Due diligence for establishment of a Japanese company in Bangladesh
• Guidance on the type of business model an American company should adopt which comprehends and
encompasses Bangladeshi preferences, culture and values.
Encouraging a Tight knitted American Business Community: Interviews and Focused Group Discussions (FGDs) have
revealed that Japanese businesses that have presence in Bangladesh are tightly knitted and in continuous communication
with each other. These companies work together with JICA and JETRO to share their concerns and advocate as a group to
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the government of Bangladesh to address their concerns or streamline regulations that are hindering trade and
investment with Bangladesh. This has been highly effective in increasing Japanese trade and investment in the country.
Similarly, the US businesses can use with approach and couple itself with US Embassy and American Chamber of
Commerce to advocate as a group to the government.
American Business Group in Bangladesh: The American business community in Bangladesh can form an official
business group in Bangladesh. The group can seek ways of improving the business environment for American companies
that operate in Bangladesh. This business group can arrange regular meetings, where they can invite key decision makers
from the Government, including senior Ministers as well as visiting American dignitaries, to hear about their vision and
plans for trade and investment in Bangladesh. It can also provide an opportunity to make them aware of the issues
American firms face in the market. This group can also participate in trade related seminars and webinars and holds
networking events for members.
Table 31: Summary Recommendation of US-Specific Measures
Recommendation
GOVERNMENT-BASED
APPROACHES

PRIVATE SECTOR-BASED
APPROACHES

Approaches

Agency

Timeline

Enhancing communication and
engagement between US embassy and
existing and potential US investors.

AmCham, US Embassy

1 year

Making Trade and Investment Cooperation
Forum Agreement (TICFA) discussions
theme-based and granular.

GoB and US Dept of Trade

1 year

Negotiate for re-establishing the Generalized
System for Preferences with the US.

GoB and US Government

2-3 years

Maintaining a Digital Software System at the
Trade Department in US Embassy which
comprises investment and trade opportunities
and can be accessed by US firms.

US Embassy

2-3 years

US government can provide export finance for
US companies that want to export to Bangladesh
at a concessional rate.

US Department of Trade

2-3 years

Accessing Government to Business (G2B)
opportunities in Bangladesh.

US Embassy, US Department
of Trade, AmCham

1-2 years

Enhancing the Role and Involvement of the
American Chamber of Commerce and Industry by:

AmCham

1 year

Publishing a monthly 2-pager report on investment
opportunities & development on specific sectors.
Establishing a separate cell and hire competent
staff to provide matching services.
Providing match-making services for US
companies to do JVs with domestic companies.
The cell can develop a comprehensive regulatory
and investment toolkit for US investors interested
in Bangladesh.
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Recommendation
PRIVATE SECTOR-BASED
APPROACHES

Agency

Approaches
Enhancing the Role and Involvement of the
American Chamber of Commerce and Industry by:

AmCham

Timeline
1 year

Announcing regulatory improvements and provide
information on any upcoming ones.
Hosting events regularly so that the US private
sector members can get to know each other better
and increase cohesiveness amongst themselves.

Private Consulting Firms

1-2 years

Encouraging a Tight Knitted American Business
Community.

AmCham, US Embassy

1-2 years

Introducing an American Business Group (ABG) in
Bangladesh.

AmCham, US Business
Community

1 year

Engagement of Consulting Firms that provide
focused services to help Improve Trade and
Investment between US and Bangladesh. They can
provide the following services:
Matchmaking US companies with local ones for JV.
Investment consulting services for US companies
interested to come or expand their current
business in Bangladesh.
Due diligence for establishment of a Japanese
company in Bangladesh.
Guidance on the type of business model an American
company should adopt which comprehends and
encompasses Bangladeshi preferences, culture and
values.

5.3 increasing competitiveness and
Broader policy support for

inducing trade and
investment

Working towards a conductive investment climate is of utmost importance as it will support in triggering higher trade
and investment. The business environment in Bangladesh is yet to fully support the country’s vision for an upper
middle-income country by 2021. There are clear regulatory and administrative challenges for businesses. According to the
World Bank Doing Business report published in 2020, enforcing contracts, getting electricity, and registering property
remain the most problematic areas followed by trading across borders, getting credit, and resolving insolvency.
Modernizing archaic laws such as the Companies Act, Bankruptcy Act, improving government service delivery through
establishing effective One-Stop-Shop (OSS), strengthening contract enforcement through introduction of Alternate
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Dispute Resolution (ADR) and faster disposal of commercial cases, and strengthening regulatory governance through the
introduction of systematic tools such as Regulatory Impact Assessment (RIA), are some of the critical policy measures to
improve the business operating environment of Bangladesh.
Diversifying the economic base and exports by delving into areas outside of readymade garments, such as Agribusiness,
Infrastructure and Logistics and Digital Economy can enhance private investment, particularly FDI. Bangladesh must
capitalize on the emerging advantage of many investors contemplating expansion beyond China, and diversification of
supply chain - but to do so it requires to put in place a targeted investment promotion strategy and its operationalization
at the earliest. Countries such as Vietnam, Indonesia, India, and Philippines are all trying to capitalize on the current global
trade tensions. In response, the Bangladesh government can position the country as a strong candidate for hosting
investors looking for new manufacturing hubs. This calls for quick and successful implementation of the reforms
undertaken, preparing and implementing an investment promotion plan that will help identify and target potential
investor groups, and putting in place an effective investor facilitation and after care process. Bangladesh can capitalize on
its low-cost labor advantage, its strong supply chains developed in the RMG sector, and the geographical location.
To facilitate trade, it is important to develop a national single window (NSW), connecting all relevant agencies and fully
automating all trade-related procedures. A coordinated border management and clearance process is an essential
element of trade facilitation and may result in a reduction in the time and cost to trade across borders. An electronic
national single window (NSW) system allows trade professionals to carry out all their transactions through a single online
portal123. The results of such applications can be fed automatically into the clearance system to inform authorities, and
also advise the applicant. This significantly speeds up import and export process, improves accuracy, and reduces
opportunities for discretion. Although regulatory NSW systems vary in their functionality and complexity, the best single
windows systems link customs, banks, technical control and permit issuing agencies, freight forwarders and traders into a
single platform, allowing the exchange of information and automated processing and approvals in real time. This results
in faster approvals, reducing microeconomic costs for Bangladeshi firms.
Adopting certain policy measures such as reducing para-tariffs can support in inducing more trade and thus increasing
private investment and FDI. 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. A National Single
Window for trade will be significant in fast-pacing border clearance.
Bilateral agreement with the US can help exports from Bangladesh get preferential tariff treatment like it does from its
other major trading partners such as EU, Canada, China and India. As an LDC, Bangladeshi exports can enter duty-free to
countries such as EU, Canada, China and India, however, receives none from the US. The country will continue to enjoy the
benefits of duty-free entrance to the aforementioned countries until 2026 when it will graduate from its LDC status. After
which Bangladeshi exports will be subject to tariffs accordingly: 9.5 percent for EU, 17 percent for Canada, 16.2 percent for
China and 8.6 percent for India. Since USA does not provide Bangladesh with any preferential tariff treatment, exports
from Bangladesh are currently subjected to 15.2 percent tariff to enter the US and is expected to continue. Under such
circumstances, it is important to initiate bilateral trade agreements with the US which can lead to preferential tariff
treatment for Bangladesh.
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Investment Promotion Agencies (IPAs) such as BIDA and BEZA need to deploy 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. IPAs also need to oversee the effectiveness and
functionality of One Stop Services (OSS). This is because 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. OSS will help investors greatly in
this regard to simplify the processes and save time and resources.
It is crucial to continue the momentum on industrial infrastructure development such as Power and energy and
Economic Zones. 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.
Strengthen labor rights at par with global standards and eliminate policy-induced mismatch that limits the ﬂexibility of
labor, capital, and land. American companies are extremely cautious regarding labor rights and working conditions. The
labor rights that persist in Bangladesh, including factors such as working conditions and child labor restrict many US
companies to invest in the country. On the other hand, it is crucial to increase labor market ﬂexibility, especially for
women—who are relatively more disadvantaged in labor markets—and this is likely to reduce misallocation of labor and
improve productivity. 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.
Availability of regulatory information online in English and a regulatory calendar is essential for American firms to
comprehend the regulatory requirements and make business and investment decisions. Introduction of an online
information portal containing all information relevant to regulatory requirements and procedures is critical. The online
information portal will bring more transparency on documentary requirements, fees, procedures, forms and the like. It
will also help an investor produce a more correct and complete application for a service. Many delays occur because of
incorrect and/or incomplete applications, the submission of better applications will help a government agency process
them faster. Additionally, publishing a regulatory calendar at the beginning of a fiscal year indicating all upcoming laws for
the year will help businesses greatly in foreseeing a regulatory scenario that is relevant to their respective businesses and
take measures accordingly. This will also help in reducing regulatory unpredictably for businesses.
Improving the dispute resolution scenario by establishing mandatory time limits for certain court cases and monitor
compliance accordingly. In commercial cases a long delay can equal a loss, regardless of the final outcome. Bangladesh
could make some gains in court efficiency by setting mandatory time standards for key events of commercial disputes
(e.g., the filing of a plea or the submission of the final judgment). Time standards should feature mechanisms for the
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creation and enforcement of realistic schedules and should also include regulations on granting adjournments and
continuances. Judges should take an active role in moving the case towards resolution by setting deadlines for evidence
gathering and limits on the number of adjournments permitted.
The process of paying taxes can be simplified by promoting e-filing and e-payment for all kinds of tax transactions.
Moreover, integration of various online platforms into a single interface will also smoothen the process. The introduction
of electronic filing reduces tax compliance costs for businesses, but there is still space for improvement 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 including US-based firms in Bangladesh is that tax
forms are too lengthy and complex. To encourage the use of e-services, the Government of Bangladesh could introduce
joint filing and integrate the various online platforms. If there are enough uptakes, 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.
Bangladesh can liberalize the strict foreign exchange control laws, based on the Foreign Exchange Regulation Act of 1947
and allow 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 are 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). This means foreign interest rates amounted to LIBOR + 3
percent to 4.5 percent. 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. Stronger Intellectual Property Rights is a must have for
improvement.
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Table 32: Broad Policy Recommendations
Recommendations

Responsible Parties
(BD and USA)

Time Period

1.

Encouraging a conductive business climate encourage higher
trade and investment.

PMO, BIDA, Amcham, USBC

2-3 Years

2.

Diversification of economic base and exports and delving into
high potential sectors such as Agribusiness, Infrastructure and
Logistics, and Digital Economy.

MoC, NBR, US Department of Commerce

2-4 Years

3.

Bilateral agreement with the US can help exports from
Bangladesh get preferential tariff treatment like it does from its
other major trading partners such as EU, Canada, China and
India.

MoC, MoFA, US Embassy

2 Years

4.

Develop a National Single Window (NSW), connecting all
relevant agencies and fully automating all trade-related
procedures to facilitate trade.

NBR, MoC

2 Years

5.

Liberalize the strict foreign exchange control laws, based
on the Foreign Exchange Regulation Act of 1947 and
allow partial capital account convertibility.

MoF, Bangladesh Bank

1 Years

6.

Reducing para-tariffs can help in both increasing trade
and investment.

NBR, MoC, US Department of Commerce

1 Years

7.

Investment Promotion Agencies (IPAs) such as BIDA and
BEZA need to deploy new generation promotion mechanisms
for strategic investment promotion.

BIDA, BEZA, BEPZA, BHTPA, Amcham,
USBC

1 Years

8.

Increase the momentum on industrial infrastructure
development such as Power and energy and Economic Zones.

PMO, MoPE, BEZA

2 Years

9.

Strengthen labor rights at par with global standards and
eliminate policy-induced mismatch that limits the ﬂexibility
of labor, capital, and land

Ministry of Labor

2 Years

10.

Availability of regulatory information online in English and a
regulatory calendar.

BIDA

1 Years

11.

Improving the dispute resolution scenario by establishing
mandatory time limits for certain court cases and monitor
compliance accordingly.

Ministry of Law

1 Years

12.

Paying taxes can be simplified by rationalizing tax rate and
types, promoting e-filing and e-payment for all kinds of tax
transactions.

NBR, MoF

2 Years
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Annex
One important thing to do when using specifications that include a large number of dummy variables is to avoid cases of
near- or perfect multicollinearity. This is avoided by making sure that there is no excessive combined or single overlap
between the categories defined by the dummy variables. Furthermore, the magnitude and the significance of a dummy
variable changes depending on which other dummy variables are already in the model.
Equation: The basic equation of the gravity model is the following:
Xij - Yi + Yj – dij + frictions
Where:
Xij is exports from market I to market j
Yi is market I GDP
Yj is market j GDP
Dij is the distance between market I and market j
frictions are other variables that might inﬂuence export ﬂow (such as common border, common legal origin, membership
in regional-trade area, history of armed conﬂict, and other frictions).
Our study methodology:
In our study to find the potential between US and Bangladesh in terms of trade in top products and value of FDI. Using
panel data from 2010 to 2020, and introducing range of explanatory variables such as population of the two countries,
position in the Trade Freedom Index and relative exchange rates, we further include dummy variables such as common
language, common border, etc. The model we used is as adapted from is as follows:
𝑋𝑖𝑗 = 𝛽0𝑌𝑖 𝛽1𝑌𝑗 𝛽2𝑃𝑖 𝛽3𝑃𝑗 𝛽4𝐷𝑖𝑗 𝛽5ER 6TFI 𝛽7𝐴𝑖𝐴𝑗Ak𝐴𝑖𝑗AikAjk𝜖𝑖𝑗k… (1)

where 𝑋𝑖𝑗 is the export from country 𝑖 to country 𝑗, 𝑌𝑖 (𝑌𝑗) is the income of the countries, which is captured by GDP, 𝑃𝑖 (𝑃𝑗) is
the population of the countries, 𝐷𝑖𝑗 is the distance between the countries, and 𝛽 are the coefficients of the explanatory
variables. Meanwhile, 𝐴𝑖𝑗 are dummy variables characterizing country 𝑖, 𝑗 and their relationship. These are used to capture
qualitative, specific features and categorized altogether as frictions. The dummy variables we use are participation in an
agreement or other facilities, whether one or both of the country pair is a landlocked country or enjoys access to a
coastline, common language, etc.
In order to analyze time series with classical methods like ordinary least squares, an assumption is made: The variances
and means of the series are constants that are independent of time (i.e. the processes are stationary). Non-stationary time
series (or unit root variables) don’t meet this assumption, so the results from any hypothesis test will be biased or
misleading.
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After running co-integration tests, we see some level of co-integration between the variables which can be fixed by setting
up long-run relationships between sets of variables. Taking logs of the dependent and independent variable means that we
have a long-run relationship between them. Thus we used a normal OLS regression for our analysis.
While basic equation of the gravity model is a multiplicative equation for trade ﬂows and if we take the logarithm of it, we
get the linear form of the equation. The result is a simple loglinear regression equation which can be analysed with the
tools of the basic regression model. The basic loglinear form of the gravity model adopted for our analysis is:
𝑙𝑛𝑥𝑖𝑗 = ln𝛽0 + 𝛽1ln𝑌𝑖 + β2ln𝑌𝑗 + 𝛽3ln𝑃𝑖 + 𝛽4ln𝑃𝑗 + 𝛽5ln𝐷𝑖𝑗 + 𝛽6TFI + 𝛽7ER + frictions (2)

According to the model, if the income of the exporting country increases its production will increase as well, and its
potential for export will be greater. Hence the coefficient of 𝛽1 is expected to be positive. The logic is the same in case of 𝛽2,
because if the income of the importer country increases, it can purchase more products from abroad. The coefficient of
population is not as obvious as for the former variables, because 𝛽3 and 𝛽4 can be both positive and negative according to
absorption effect or economies of scale. In case of absorption effects, a country’s exports are low compared to its high
population, and the sign of the coefficient will be negative. On the other hand, if a country has a large population and it
exports a lot, then the economies of scale prevails (Martinez-Zarzoso and Nowak-Lehman 2003).
Data and approach:
The data source for our work was derived from Policy Exchange’s own compilation of data from the UN Comtrade database
and Bangladesh Export Promotion Bureau. Time-series data of the last 10 years was used to estimate the regression
equation from which cross-section of time averaged data was derived using data from 2018-2020.
Limitations of the Model:
Despite the concrete dataset that has been used for the formulation of the model, there are some limitations that has to be
taken into consideration when looking at results from the regression analysis.
The basic gravity model cannot handle the facts that:
1. Trade costs of the third party can affect trade between the two partners.
2. Relative trade costs matter, not absolute trade costs
3. Another criticism of the gravity model is that it takes no account of comparative advantage. The potential for trade
expansion might be greater with countries with complementary patterns of comparative advantage than those with
similar patterns.
As a result, the OLS basic gravity models encounter the omitted variables bias, for instance, trade creation and trade
diversion are not captured by the basic gravity model.
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