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Chapterl

Introduction

Bangladesh has been experiencing an impressive stable economic growth for the last
two decades despite the challenges emerged from global economic recession, is also in the
queue of potential countries to be graduated from Least Developed Country (LDC) category. In
line with the Istanbul Programme for Action (IPoA) the country achieved a remarkable
achievement in poverty reduction, human and social development, Information and
Communication Technology (ICT), domestic resource mobilization, trade expansion and private
sector development, infrastructural development, environmental sustainability and
vulnerability reduction to the variety of shocks during last five years. It should be worth
mentioning that reflecting all these positive trends, Bangladesh would have been considered to
reach the graduation threshold under two-criteria formula to start its journey to step out from
the list of the LDCs in 2015 as the latest statistics of the Bangladesh Bureau of Statistics (BBS)
has suggested. The country has continued to attain the value of graduation threshold in the
Economic Vulnerability Index (EVI) in several previous triennial reviews as well as the in the
2015 review of the LDCs done by the Committee for Development Policy (CDP). Regarding the
Human Asset Index (HAI) criterion, the recent BBS data has raised the value well above the
graduation threshold thus finding the country to qualify for graduation in EVI and HAL Due to
difference between the data of CDP and BBS Bangladesh has to wait to initiate the process of
graduation until the next triennial review.

The government has been pursuing a comprehensive and ambitious policy direction the
‘Vision 2021’ in order to achieve accelerated growth in all economic, social and other sectors of
sustainable development by striking the right balance between equitable economic progress
and human development by the year 2021, the 50t anniversary of the independence of the
country. With a view to achieve the goals of ‘Vision 2021’ the government formulated a
Perspective Plan 2010-2021 and two five years plan (FYP); namely Sixth Five years Plan (2011-
2015, 6thFYP) and Seventh Five Years Plan (2016-2020, 7thFYP). The 6t FYP moved the nation
from an investment driven and resource dependent framework to a broader socio-economic
transformation vision. Similarly, 7thFYP centers on a broad-based strategy of inclusiveness with
a view to empowering every citizen to participate and to get from the development process. In
addition, it aims to set a sustainable development pathway, resilient to climate change, enable to
use natural resources and successfully manage inevitable urban transition bringing all the eight
priority areas of the IPoA in to the development matrix of the government.

It is worth mentioning that the duration for IPoA is almost coincides with the
government’s perspective plan (2010-2021) and so does the duration for 6thFYP with the
comprehensive high-level midterm review of the implementation of the [PoA. During last five
years (2011-2015) the country achieved commendable success in each of the eight priority
areas of IPoA. At macro-level, unlike most countries, more than 6 per cent Gross Domestic
Product (GDP) growth rate was achieved while strengthening the micro balance. Infrastructure
investments were broadened and deepened with the private capital complementing public
resources. The country has seen a rapid growth in the infrastructure sector including

communications and energy and power during the period which has massively promoted the
Page | 1



productive capacity of the country. Several projects in the power sector have brought visible
positive changes in the power generation and transmission well matched with the equally
impressive progress in the communications sector with number of improved and upgraded
roads and high-ways contributing to the economy. While planning on widening the export
basket and destination, the government has continued to emphasize on Readymade Garment
(RMG) industry to push forward since it is the most labour intensive industrial sector of the
country. Furthermore, the number of skilled labour increased significantly during the time, who
earned huge remittances and enabled the country to utilise the money as a resource and
increased the amount of the national reserve. A large number of community clinics established
to provide the health service at the door step of the rural people. In addition, primary and
secondary levels of education were promoted for all with special emphasis on girls who
contributed to significant improvement in school retention with the added benefits of reduced
under-age marriage, maternal and child mortality and enhance women empowerment.

Bangladesh, being one of the most vulnerable countries to the adverse effects of climate
change, promoted innovation, designed and implemented those programmes spanning
agriculture, energy, water resources and so on from local resources. It is to be noted that, the
Prime Minister of Bangladesh received the United Nations’ (UN) highest environmental accolade
‘Champions of the Earth’ in recognition of addressing climate change issues properly during
United Nations General Assembly (UNGA) 2015. Moreover, going beyond the traditional
emphasis on boosting the ICT knowledge, the government uses ICT as tool to increase the
efficiency of each development sectors under the wider concept of ‘Digital Bangladesh’, which
contributed in the robust economic growth. As many as 5000 ‘Digital Centers’ have been
established in lowest tier of the local government offices to ensure easy and almost free access
to millions of underserved people. It is one of the successful examples of the country that other
developing country can follow. A hallmark achievement of the country is that the government
shows the self-confidence and courage to construct the Padma Bridge, the 5t largest bridge in
the world, without any financial assistance from development partners reflecting the economic
strength and financial as well as development management capacity of the country. The bridge
will be opened for traffic in full swing in 2018.

The report intends to provide the information and a brief analysis of targets, progress
and challenges in the implementation of development agenda the Government of Bangladesh
during the first half of IPoA for the LDCs and thus has remained limited in its scope within the
context of the [PoA’s priority areas and within a timeframe as prescribed i.e. between the years
2011and 2015. The report incorporates five chapters. This chapter, the first chapter, presented
a brief introduction of the report while the following chapter refers the country’s development
planning process including key economic, social, political and environmental trends. Chapter III
contains the main part of the report and discusses the progress and challenges in the
implementation process of the IPoA. It also identifies outstanding challenges in each of the
programme’s eight priority areas. Chapter IV describes how the international agreements and
policies are integrated in national development policies to accelerate progress, especially in the
priority areas of IPoA. The last Chapter highlights major challenges and way forward to further
development with an especial emphasis on best practices and lesson learned from the practices.
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Chapter II

The national development planning process including key economic, social,
political and environmental trends

Bangladesh has made remarkable progress in raising incomes, reducing poverty and
improving social indicators in the recent years. The growth of GDP averaged 6.3 per cent in the
reporting period despite global economic down turn. This impressive performance was possible
due to government’s pro-poor and inclusive growth strategy. Poverty headcount ratio came
down to 24.8 per cent by 2015 and per capita income doubled in less than ten years and
recorded 1,314 US Dollar (US$) in 2015. More importantly, Bangladesh had been classified by
the World Bank as a lower middle income country in 2015, six years ahead of 2021 (Vision
2021)due to successful implementation of national plans.

National development planning process

The development programmes and projects of the country are now being undertaken in
the light of the “Perspective Plan of Bangladesh (2010-2021): Making Vision 2021 a Reality”-a
strategic articulation of the development vision and goals of the government in achieving a
prosperous Bangladesh. The Perspective Plan 2010-2021 was formulated to be achieved
through the implementation of two successive Five Year Plans; Sixth Five Year Plan (6t"FYP) and
Seventh Five year Plan(7thFYP). These five year plans are to be executed with alignment of two
operational level documents; i.e. Annual Development Plan (ADP) and Medium term Budgetary
Framework (MTBF). ADP refers to the development plans of the government for any specific
year including the estimated cost of future projects and revised cost of ongoing projects. MTBF
depicts the probable source, mode, agenda, execution process of the development expenditures
and serves as guidelines for implementing the projects of ADP.

The development plans and programmes of Bangladesh have significant connection with
the internationally agreed goals. For instance, 6thFYP had been mainstreamed with the targets of
Millennium Development Goals (MDGs) whereas 7FYP had been recast in line with Sustainable
Development Goals (SDGs). At the same time the above mentioned development plans and
strategies are also contributing to achieve the targets of IPoA. It is worth mentioning that
duration of the two five year plans coincides with [PoA and the development targets of the plans
have significant similarities with the eight priority areas of IPoA. The following figure 2.1 shows
the planning process of the country and how the probable outcomes are relates the priority
areas of [PoA.
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Figure 2.1: National Development Planning Process of Bangladesh
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As noted above, the eight priorities of the IPoA had strategic synergy with the seven
core targets of the 6t FYP which were as follows:

I.  Income and Poverty
[I.  Human Resource Development (Education, Health and population)
[II.  Water and Sanitation
IV.  Energy and Infrastructure
V.  Gender Equality and Empowerment of women
VI.  Environmental Sustainability
VII.  Information and Communication Technology

Since, the 6%FYP has left a solid footprint of progress for the next one to pick up and
carry out the remaining agenda; the 7hFYP therefore reflects a continuation of the major policy
goals articulated in the 6th"FYP and the legacy of relevance with the [PoA. The core targets of the
7th FYP set in accordance with the vision and goals of the Perspective Plan may be divided into
ten broad categories which arose from the fourteen sectoral strategic sectors and have strong
alignment with the eight priority areas of the IPoA as compared in (Table 2.1).
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Income and
poverty

Different
Sectors
Development

Macroeconomi
c Development

Human
Resource
Development
(Education,
Health and
Population)

Water and
Sanitation

Energy and
Infrastructure

Table 2.1: Targets of 7hFYP and alignment with IPoA

Attaining average real GDP growth rate of 7.4% per year over the
Plan period

Reduction in the head-count poverty ratio by 6.2 percentage points
Reduction in extreme poverty by about 4.0 percentage points

Creating good jobs for the large pool of under-employed and new
labour force entrants by increasing the share of employment in the
manufacturing sector from 15 per cent to 20 per cent

Significant growth of the agriculture, industry and service sectors

Increase the contribution of the manufacturing sector to 21% of
GDP by FY20

Substantial improvement of exports to $54.1 billion by FY20

Achieving a Trade-GDP ratio of 50% by FY20
Total revenue to be raised from 10.7% of GDP to 16.1% by FY20

Maintain the current fiscal deficit of 5% of GDP
Government spending to be increased to 21.1% of GDP by FY20

FDI to be increased substantially to $9.6 billion by FY20
Achieving 100 per cent net enrolment rate for primary and
secondary education

Percentage of cohort reaching grade 5 to be increased to 100 from
current 80 per cent

Under 5 mortality rate to be reduced to 37 per 1000 live birth

Maternal Mortality Ratio to be reduced to 105 per 100,000 live
births

Reduce proportion of underweight children among under-five
children to 20 per cent

Births attended by skilled health staff to be increased to 65 per cent
Reduction of Total Fertility Rate to 2.0

Increasing Contraceptive Prevalence Rate to 75 per cent

Safe drinking water for all

Proportion of urban population with access to sanitary latrines to
be increased to 100 per cent

Proportion of rural population with access to sanitary latrines to be
raised to 90 per cent

Installed Generation Capacity of electricity to be increased to
23,000 MW by 2020

Ensure energy mix for energy security

Electricity coverage to be increased to 96 per cent with
uninterrupted supply to industries

Reduce system loss from 13% to 9%, improve energy efficiency &
conservation

Productive
Capacity & Human
Development

Productive
Capacity & Trade

Productive
Capacity, Domestic
Resource
Mobilization, FDI

Human
Development

Human
Development

(Water &
Sanitation)

Productive
Capacity (Power &
Energy)
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ICT
Development

Gender
equality,
income
inequality and
social
protection

Environmental
Sustainability

Construction of 6.15 km. long Padma Multipurpose Bridge at Mawa-
Janjira

Construction of about 26 km. long Dhaka Elevated Expressway
Construction of Dhaka-Chittagong expressway and up gradation of
Dhaka-Chittagong highway to 4-6 lane.

Improve the multimodal transport network with a significant
increase in the share of rail and waterways traffic

Reduce urban traffic congestion with focus on Dhaka and
Chittagong cities

Reduce the incidence of road accidents

Completion of the following high Priority Mega Projects:

Padma Bridge, Deep Sea Port Project; LNG terminal project; Payra
Port Project; Rooppur Nuclear Power Plant Project; Rampal Coal
Power Project; Matarbari Coal Power Project

Improve tele-density to 100%, internet penetration to 100% and
broadband coverage to 50%

All primary schools to have at least 1 and all secondary schools to
have at least 3 multimedia classrooms; 30% of primary schools and
100% of all secondary schools to have an ICT laboratory

25% of Community Health Clinics provide tele-consultation with
specialists in urban areas

Most vital government services are made available at all Digital
Centres, through the national portal and over mobile devices;

Social media is regularly used for communication with various
demand and supply side stakeholders

Open government data and big data analysis are regularly used in
public decision support. Increase domestic ICT earnings to $2
billion and export earnings to $2 billion; 1 million trained HR for the
ICT industry

Spending on Research and Development to constitute 1 % of GDP

Robust cyber security measures are institutionalized
Female to male ratio in tertiary education to be raised from 70 per
cent to 100 per cent

The ratio of literate female to male for age group 20-24 to be raised
to 100 per cent from the current 86 per cent

Encourage female enrolment in technical and vocational education
Reduce or maintain the current income inequality of 0.45

Spending on Social Protection as a share of GDP to be increased to
2.3%

Increase productive forest coverage to 20 per cent

Improve air quality in Dhaka and other large cities and enact Clean
Air Act

Promote Zero discharge of industrial effluents

Urban wetlands are restored and protected in line with Wetland

Productive
Capacity (ICT)

Human
Development
(Gender Equality &
empowerment of
women)

Reduction of
vulnerability
toward natural
shock ( multiple
crises& emerging
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Conservation Act challenges)

= Atleast 15% of the wetland in peak dry season is protected as
aquatic sanctuary

= 500 meter wide permanent green belt established and protected
along the coast

=  Environmental, Climate Change and disaster risk reduction
considerations are integrated into project design, budgetary
allocations and implementation process

= (Canals and natural water flows of Dhaka and other major cities
restored

Recent macroeconomic performance of Bangladesh

According to the official review of the Bangladesh’s economy, despite sluggish global
economic recovery and adverse effect emerging from the domestic front, Bangladesh sustained
steady economic growth due to prudent fiscal policy and accommodative monetary policy.

The GDP growth was provisionally estimated at 6.51 per cent in Financial Year (FY)
2014-15, significantly up from 6.06 per cent in FY 2013-14. The per capita national income
reached US$ 1,314 in FY 2014-15from US$1,184 a year earlier. On the other hand, inflation
gradually came down and year-on-year inflation in FY2014-15 and decreased to 6.41 per cent
from 7.35 per cent in FY 2013-14. Exports registered a growth rate of 3.39 per cent while
import grew 11.26 per cent in FY2014-15. The inflow of remittances rebounded in FY 2014-15
and achieved 7.65 per cent growth to US$ 15,317 million. Despite modest growth in remittances
inflow, current account balance recorded deficit of US$1,645 million. However, current account
deficit was offset by the surpluses of capital and financial accounts. As a result, overall balance
of the balance of payments recorded surplus of US$4,373 million leading to build up of large
foreign exchange reserve. As on 30 June 2015, foreign exchange reserve stood at US$25,020
million, which is sufficient for about 7 months of import coverage. Exchange rate broadly
remained stable during FY 2014-15. Moreover, lending interest rate fell, which is expected to
encourage investment in the country.

The growth of GDP of the country slightly slowed down from 6.1 per cent in 2007-08 to
5.05 % in 2008-09. In 2009-10, growth bounced back and average growth remained above 6 per
cent in the past three years as indicated above and stated in the table below. Overall GDP
growth has been mostly driven by industry and service sector. In FY2014-15, agriculture,
industry and service sectors grew by 3.04 %, 9.6 % and 5.83 % respectively.
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Table 2.2: per capita GDP, per capita GNI (base year: 2005-06)

2005-06 = 2006-07 @ 2007-08 & 2008-09 @ 2009-10 | 2010-11 @ 2011-12 # 2012-13 @ 2013-14 2014-15

per capita 514 562 637 703 780 860 880 976 1115 1235
GDP (US$)

per capita 543 598 686 759 843 928 955 1,054 1190 1314
GNI (US$)

GDP growth 6.67 7.06 6.01 5.05 5.57 6.46 6.52 6.01 6.12 6.51
rate

Source: Bangladesh Economic Review 2015, Ministry of Finance

Figure 2.2: Growth of three major sectors of GDP

Sectorza! Growth Rate of GDP 2t Constant Prices [base year 2005-08)
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Source: Bangladesh Economic Review 2015, Ministry of Finance.

Sectoral Performance in GDP Growth
Agriculture Sector

In FY2014-15, within the broad agricultural sector, the growth rate of agriculture and
forestry sector stood at 2.07 per cent according to the base year 2005-06. Of this growth
performance, the growth of crops and horticulture subsector was 1.30 per cent in FY 2014-15.
The growth rate of both animal farming and forestry sub-sectors showed consistent increasing
trend. Both sub-sectors grew by 3.10 per cent and 5.10 per cent respectively in FY 2014-15,
which were 2.83 and 5.01 per cent respectively in the previous fiscal year.

The Directorate of Fisheries (DOF) reports that the total inland and marine catches were

3.703 million Metric Ton (MT) in FY 2014-15. The sector grew by 6.41 per cent in FY 2014-15
compared to that of 6.36 per cent in FY 2013-14.

Industry Sector

In FY 2014-15, the growth rate of industry sector scaled up from 8.77 per cent in 2013-
14 to 10.32 per cent in 2014-15 according to the base year 2005-06.Within the broad industry
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sector, mining and quarrying sector experienced the highest growth. The growth of this sector
was recorded 7.48 per cent in FY 2014-15, which was 4.68 per cent in FY 2013-14. In this
sector, natural gas production and crude petroleum grew by 6.30 per cent, which was 2.47 per
cent a year earlier. The growth rate of other mining and coal subsectors stood at 9.24 per cent,
which was 8.20 per cent in the previous fiscal year. Besides, manufacturing sector (large,
medium and small scale) grew by 8.68 per cent in FY 2014- 15, which was 10.31 per cent in FY
2013-14.

Service Sector

According to the base year 2005-06, the growth of broad service sector increased in FY
2014-15 compared to the preceding year. Growth in the Post and Tele communications sub-
sector of Transport, Storage and Communication sector diminished slightly during this period.
The output of the wholesale and retail trade declined from 6.73 per cent of the previous year to
6.59 per cent in FY 2014-15. In health and education sector, the growth had been 5.69 per cent
and 7.63 per cent in FY 2014-15 respectively.

Figure2.3: Share of three major sectors of GDP
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Expenditure Based GDP

Consumption accounted for 77.7 per cent of GDP in FY 2014-15 which was 77.91 per
cent in the previous year. On the other hand, domestic savings and national savings were 22.30
per cent and 29.01 per cent of GDP respectively in FY 2014-15 while those were23.09 per cent
and29.23 per cent of GDP in FY 2013-2014 respectively.

In case of investments, gross investment was slightly stepped up as percentage of GDP
rose from 28.51 per cent in the FY 2013-14 to 28.97 per cent in FY 2014-15. Although private
investment slightly dropped during this period, public investment scaled up as percentage of
GDP. The government took a wide range of initiatives to promote private investment by creating
investment friendly environment. Besides, it is expected that investment would be boosted up
through infrastructural development, expanding the coverage of electrification rapidly, energy
diversification, extension and development of railways, roads, waterways together with land
ports, sea ports and airports and implementation of infrastructure related programmes planned
under ADP and Public Private Partnership (PPP) initiatives.
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Chapter III

Assessment of progress and challenges in the implementation of the
Istanbul Programme of Action for the Decade 2011-2020

According to the data of BBS on different indicators of the LDC criteria, Bangladesh has
move forward in achieving the graduation threshold values of two of the three LDC criteria in
2015. The country has already crossed the graduation threshold of EVI as revealed in the 2015
triennial review of CDP having the value of 25.1 against the value of 32 or less. According to
BBS’s latest statistics and calculation of the four indicators of the HAI criterion of LDC category,
Bangladesh has attained the graduation value (66.28 against 66) for the HAI also and hence
reached the threshold level of graduation under two-criteria formula (reaching threshold value
of EVI and HAI simultaneously) as pursued by the CDP. However, the achievement over HAI has
not been reflected in the 2015 triennial review of the CDP due to, significantly, differences in the
data of different indicators of the HAI. Table 3.1 presents a comparison of the two different sets
of values of the four indicators of the HAI criterion. The overall development efforts of the
government have greatly induced the process of implementation of [PoA which substantially
contributed to the advancement towards reaching the graduation criteria. As indicated above,
there had been discrepancies between the estimated value of these indicators calculated by BBS
and the CDP. The following table describes the estimated value of Bangladesh for the indicators
of the HAI as calculated by the BBS and also the values of the same as recorded by the CDP’s
2015 Triennial Review.

Table 3.1: Value of the Four Indicators of the HAI criterion for Bangladesh calculated by
BBS and CDP

HAI indicators Bangladesh | Bangladesh Remarks
value value
(calculated &= (calculated
by CDP) by BBS)

1. Percentage of 80.5 84.9 | BBS used the same upper and lower bound. CDP
Population calculation used rate of undernourishment as 16.7
Undernourishe whereas BBS used the rate as 14.06. The
d undernourishment rate of BBS had been estimated

from micro data HIES 2010 through linear
progression.

2. Mortality Rate 81.2 81.2
for Children
aged 5 years
and under

3. Gross 48.5 50.93 BBS used the same upper and lower bound. CDP
Secondary calculation used rate of gross secondary enrollment
School ratio as 53.6 whereas BBS used the rate as 55.84. BBS
Enrollment used Bangladesh Bureau of Educational Information &
Ratio Statistics (BANBEIS) database for the enrollment. CDP

used United Nations Educational, Scientific and
Cultural Organization (UNESCO) database that stated
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the secondary enrollment ratio as 53.6 in 2012.
However, this data had not been updated by UNESCO
for 2015. Using the same rate for Bangladesh in 2012
and 2015 triennial review by CDP is the cause of this

underestimation.
4. Adult Literacy 45.1 48.08 BBS used the same upper and lower bound. CDP
Rate calculation used rate of adult literacy rate as 48.08

using UNESCO database whereas BBS used the rate as
61.06 using Monitoring the Situation of Vital Statistics
of Bangladesh(MSVSB) (proxy data for 2014) of BBS.
However, the same database of UNESCO used by CDP
(link:
http://www.uis.unesco.org/DataCentre/Pages/count
ry-profile.aspx?regioncode=40535andcode=BGD)
shows adult literacy rate as 61.5 in 2015 which is
more close to BBS estimation. It seems that updated
data in UNESCO database was not available while CDP
used data for the review. Using the same rate for
Bangladesh in 2012 and 2015 triennial review by CDP
is the cause of this underestimation.

5. Overall value 63.8 66.28 | The value of HAI as calculated by the BBS on the basis
for Human of the most recent data of the four indicators reveals
Assets Index that Bangladesh has reached the threshold value of
(HAID) graduation in this criterion as well.

Source: UN-DESA and BBS, Ministry of Planning.
Note: Discrepancies had been considered where the difference of two estimated value is greater than .05

Form Table 3.1it is obvious that there is a scope for reviewing the value of the indicators
of HAI for Bangladesh considering the rational cause of the measurement discrepancies. The
consideration becomes more crucial as reviewing the value of HAI may add a new dimension of
graduation process of Bangladesh from the LDC category. As noted above, Bangladesh has
already reached the graduation threshold of the EVI criterion according to the 2015 triennial
review of the CDP and further review of BBS result of EVI may depict the actual performance of
Bangladesh on combating against economic vulnerability with increased level of resilience.

Progress in the Eight Priority Areas of IPoA

As described in the previous chapter, the eight priority areas of the IPoA have been
found to be integrated into the development policy and priorities of Bangladesh. This chapter
attempts at reflecting the progress and achievements along with the best practices and lessons
learnt in each of these IPoA’s eight priority areas as well as identifying challenges.

a. Productive capacity

The government of Bangladesh recognises that quality infrastructure plays key role for
the country’s overall socio-economic development as well as for remaining competitive in the
environment of globalized trade and investment. Therefore, highest attempts were made to
improve the infrastructure particularly on power, energy, and transportation and ICT sectors

since these are essential elements of the modern production and distribution processes and the
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efficiency and relative cost of these inputs are often a key determinant of competitiveness in the
global economy.

The Global Competitive Index (GCI) published by WEF (2014-2015) shows that
Bangladesh has made progress in improving its overall infrastructure performance rating, up
from 2.4 (in 2009-2010) to 2.8. Most significant progress has been made in electricity supply,
where the score has risen to 2.2 from 1.8, thereby increasing the overall performance index for
Bangladesh.

Power

Recognising that uninterrupted power supply is one of the major drivers of private
investment and economic development, the Government adopted well-rounded reform
programme to increase the supply of electricity involving substantial investment, sector
reforms and regional trade of power. The key elements behind the rapid growth in electricity
production, distribution and consumption were: mobilising private investment; enhancing the
availability of primary fuel; improving power sector efficiency; reforming power-pricing policy;
and exploring electricity-trading options with neighbouring countries.

The achievement in power sector had been quite satisfactory over last five years. During
the time, total generated power capacity increased from 6639 Mega Watt (MW) to 10,939 MW
achieving to an annual growth rate of 14 per cent. People’s access to electricity increased from
49 per cent in FY2010 to 74% in FY2015. Per capita electricity consumption also increased from
180 KWh in 2010-11 to 251 KWh in 2014-15. Progress has also been made in reducing
transmission and distribution losses from 12.66% in FY 2010-11 to 11% in FY2014-15. The
Government has also undertaken number of development projects to improve transmission
infrastructures.

Figure 3.1: Generation Capacity (MW) of Electricity
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Source: Bangladesh Power Development Board, Ministry of Power, Energy and Mineral Resources.
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Future Plan and Target

The government has prepared a Power System Master Plan (PSMP)-2010 to improve
and expand electricity supply to support the GDP growth of more than 7 per cent. To meet the
demand, installation capacity need to be increased to 24,000 MW and 39,000 MW by 2021 and
2030 respectively. The Renewable Energy Policy obligates the renewable energy share to be
10% by 2020. To meet this target, government has prepared a year-wise plan, which is a bit
upper range from the policy target (Table 3.2).

The Government has already launched ‘500 MW Solar Power Development Programme’.
A number of projects and programmes have also been initiated under this programme. For this
purpose, the first data collection cycle of wind mapping would be completed by 2016 and the
wind projects are expected to come in operation in 2017. Considering the country’s future
energy security and low-carbon emission strategy, programmes have been undertaken to
promote use of renewable energy. Government has formulated pro-investment policy to
encourage private sector investment in Renewable Energy (RE) Sector.

Table 3.2:Renewable Energy: Year-wise targeted plan

2015 @ 2016 2017 2018 @ 2019 | 2020 | 2021 Total
Solar 75 336 421.75 237 195 203 208 1675.8
Wind 0 20 250 350 350 200 200 1370
Biomass 1 16 6 6 6 6 6 47
Biogas 1 1 1 1 1 1 1 7
Hydro 0 2 2 0 0 0 0 4
Total 77 375 680.75 594 552 410 415 3103.8

Source: Sustainable and Renewable Energy Development Authority (SREDA), Ministry of Power,
Energy and Mineral Resources

Figure 3.2: Progress in access, rural electrification, consumption and distribution
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In view of the considerable challenge of primary fuel and promotion of green energy,
more emphasis has been given in power generation through renewable energy in the 7thFYP. It
focuses on two main areas of renewable energy: solar and wind power. In 7thFYP target has
been set to develop more than 3000 MW (10% share to total energy supply) of renewable
energy projects by 2021 mostly from solar and wind. In addition, Sustainable and Renewable
Energy Development Authority (SREDA) is established to provide dedicated institutional
support to promote renewable energy.

Bangladesh has the fastest growing Solar Home System (SHS) in the world run by
Infrastructure Development Company Limited (IDCOL), a public infrastructure financing entity.
More than 3 million SHSs have already been installed under IDCOL programme in the off-grid
rural areas of Bangladesh and about 13 million beneficiaries are getting solar electricity. More
than 65,000 SHSs are now being installed every month under the programme with average year
to year installation growth of 58%. The programme replaces 180,000 tons of kerosene having
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an estimated value of US$ 225 million per year. Moreover, around 70,000 people are directly or
indirectly involved with the programme. The programme has been acclaimed as one of the
largest and the fastest growing off-grid renewable energy programme in the world. The roof top
solar Photo Voltaic (PV) systems, solar irrigation, solar mini-grid projects are also being
introduced in the country with the current installed capacity estimated at 26 MW.

A key element of the IDCOL programme’s success is its innovative, targeted subsidized
SHS delivery and financing scheme. IDCOL works with a number of participating non-
government organizations, known as partner organizations, which sell, install, and maintain the
SHSs. IDCOL provides targeted subsidies that permit reductions in SHS prices for low income
customers, as well as support microcredit financing. At the core is a strong partnership between
IDCOL and its participating organizations in terms of specifically defined responsibilities, a
system of checks and balances, smart incentives, and trust.

The country has enormous potential for wind energy, mainly in the coastal areas, haors
and offshore islands. Government has a plan to generate electricity from wind power under
both public and private initiatives. As a first step, wind resource mapping is underway in 13
different locations of the country to prepare bankable wind data. Meanwhile, contracts for two
Independent Power Producers (IPPs) (100 MW and 60 MW) have been signed which are
expected to be commissioned during implementation of 7FYP period.

Success Story: Renewable Energy in Bangladesh

IDCOL'’s Solar Mini-grids: Changed lives for the better

Md. Alauddin, 45, from Monpura Upazila in Bhola district owned a small tea stall. It earned him just
enough to make a living but on an island without electricity, his business was as profitable as it could get.
Alauddin himself never dared to dream anything more, until his village got a remarkable new upgrade - a
solar mini-grid. This 177 kWp (kilo watt peak) solar mini-grid system had brought about magical
transformation in this remote area. This advancement offered prospect for a better life and endless
opportunities. Alauddin can now earn a lot more than before by operating his business for extended
hours. Similar to Alauddin, another small shopkeeper, Akter Sikder, 30, owns a photocopy machine along
with a refrigerator. He can now sell cold beverages as well as keep ice cream for children.

Before the introduction of mini-grid, Ruma Begum, 24, owned a small solar system (10Wp) to run two
small luminaries and kerosene lamps for additional lighting. Ruma Begum used to close her outdoor
activities before dark. Monwara begum, 45, mother of Ruma Begum was mesmerized to witness the
transformation in life-style of mini-grid beneficiaries. She immediately felt the necessity of the same for
her newly married daughter. However, she was concerned about the reaction of her in-laws. She did not
wait but paid the one time connection fee with a promise from the lineman to keep it secret from her in-
laws. Both her daughter and in-laws are now enjoying the benefits of grid quality electricity. Ruma Begum
does not need to be worried to go out of the house even during the night. Her nights are brighter than
even before.
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Abdur Rahim, 35, a workshop owner could run his machineries only for few hours of the day. Electricity
from diesel generator was not sufficient to run his tools in full speed. After getting connected with mini-
grid he now can deliver almost double the works what he could do before. His energy consumption has
gone higher but comparative energy cost has gone down. Smile on the face of Abdur Rahim denotes the
commercial revolution which was beyond imagination just even four months before. These are only a few
success stories. There are numerous other accounts that chronicle such transformation not only in
Monpura but also other few remote areas of the country.

IDCOL’s programme is successful because participating organizations have such an
extensive presence in rural areas. They not only extend microcredit to the buyers of the SHSs,
but also provide the full range of after-sales services-including guaranteeing the performance of
the SHS. Solar PV based mini-grid projects are installed in off-grid areas of the country where
possibility of grid expansion is remote in near future. These projects provide grid quality
electricity to households and small commercial users and thereby encourage commercial
activities in the project areas. IDCOL has financed a number of solar mini-grid projects in
remote areas of the country. The mini-grid projects are currently supplying electricity to shops,
health centers and schools and workshops thereby boosting economic activities. It is also
implementing programmes for Solar Irrigation Pumps (SIP) and Bio-gas generation. These two
programmes are contributing towards decreased reliance on diesel for running irrigation
pumps and halting the indiscriminate felling of trees and use of other vegetative materials for
cooking purposes with beneficial impact on the environment. IDCOL has a target to finance 50
solar mini-grid projects by 2017. The World Bank, Kreditanstalt fir Wiederaufbau (KfW), Global
Partnership on Output-Based Aid (GPOBA), Japan International Cooperation Agency (JICA),
United States Agency for International Development (USAID), Asian Development Bank (ADB)
and Department of International Development (DFID) are providing financing support in these
projects.

Projection for 7thFYP

As targeted in the 7tFYP, the government has reiterated its pledge to supply electricity
to every household. The generation hope to be raised to 16,000 MW in 2016 and 24,000 MW in
2021. Share of electricity would be increased through bilateral and regional cooperation with

Page | 16




neighbouring countries such as India, Nepal and Bhutan. Availability and use of solar would be

further extended.

Figure 3.3: Target for Installed Capacity and access to electricity
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Figure 3.4: Installed Capacity by Fuel Mix: Current and Projection
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According to the plan, the government has set a target to increase installed electricity
generation capacity to 23000 MW by 2021 (Figure 3.3). The government plans to bring 100 per
cent people under electricity coverage at the end of implementation of the7t%hFYP. Fuel
diversification has been adopted as a strategy considering the promotion of the use of
environment-friendly fuels, least cost generation, future availability of various fuels,
international market price and domestic natural gas depletion. Figure 3.4shows the changes in
diversification of different types of fuels in electricity generation over the years. At present,
share of coal based power generation is about 2.05% which is targeted to be more than 50% by
2030.

Public Private Partnership

The Government has undertaken initiatives to attract private investment in power
sector especially for power generation projects. A substantial increase has been made in new
generation from private sources mainly in the form of IPP during the 6thFYP. At present the
share of private sector in power generation is about 43 per cent. This trend would continue in
the 7%hFYP. According to the plan total generation during the 7hFYP period will be increased by
12584 MW out of which some 55% will be provided by the public sector and 45% by the private
sector.

Regional Power Cooperation

As a policy option, much emphasis has been given on cross border trade of electricity
through bilateral and regional cooperation with neighboring countries. In addition to the
existing 500 MW imported power from India, import of additional 600 MW power is under
process. An 800 KV DC high capacity multi-terminal HVDC bi-pole line interconnecting North
East Region of India, Barapukuria(Bangladesh) and Uttar Pradesh of India will be established.
After completion of this super highway transmission corridor Bangladesh will be in a position to
import 3000 MW from India during the 7tFYP. Bilateral and multilateral discussions are also
going on to import power from Nepal and Bhutan.

Mega Power Projects

A number of coal based mega power projects are planned to be implemented during the
7HEFYP period. Two joint venture agreements have been signed. One is between Bangladesh
Power Development Board (PDB) and National Thermal Power Company (NTPC), India for
setting up a coal-based power plant of 1300 MW at Rampal, Bagerhat. Another agreement was
signed between North West Power Generation Company Ltd., Bangladesh and China National
Machinery Import and Export Corporation (CMC), China for setting up a coal-based power plant
of 1320 MW at Payra, Patuakhali. Besides, initiatives have been taken to build more joint
venture power plants with Singapore, China, Malaysia and South Korea. Japan is providing
financial and technical support to implement 1200 MW coal-based power plant in Matarbari
including port facilities. This will bring a significant amount of foreign investment in power
sector which will reduce the pressure on government exchequer. A list of upcoming mega
projects is given in table 3.3:
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Table 3.3: Upcoming Mega Projects in Power Sector

Moittri Super Thermal Power Project 1320 BIFPC
Matarbari Coal Based Power Pant 1200 CPGCBL
Paira Coal Based Power Plant 1320 BCPGC
G to G Coal Based Power Plant 1320 BPDB
Moheshkhali Coal Based Power Plant 1200 BPDB
Moheshkhali Coal Based Power Plant 1320 BPDB
Ashuganj 2x660 MW Power Plant 1320 APSCL
1320 MW Coal Based Power Plant 1320 BPDB
Pekua 1320 MW Coal Based Power Plant 1320 EGCB
Matarbari 700 MW Coal Based Power Plant 700 Sembcorp, Singapore
Total Capacity of 10 Mega Projects 12340

Source: System and Planning, Bangladesh Power Development Board, Ministry of Power, Energy
and Mineral Resources.

Improving Operational Efficiency of Existing Plants

Efficient operation and maintenance (O & M) of the running power plants have been a
long-standing critical challenge for the power sector of the country. In order to respond quickly
to the growing demand for electricity, the government has emphasized the development of new
power plants. Alongside, programmes have been taken for re-powering and replacement of
existing simple cycle gas turbines with Combined Cycle Gas Turbines (CCGT) that would
eliminate the substantial supply shortfall in the short term.

Electricity Transmission

The government has recognised that for a sustainable grid system, the transmission
capacity should be more than double of the generation capacity in order to ensure reliable
power. Bottleneck in transmission system is already identified and a massive programme for
smooth evacuation of electricity has been taken up. In addition, various transmission projects
have been undertaken to improve the transmission infrastructure. Power Grid Company of
Bangladesh (PGCB), which is responsible for operation, maintenance and development of
transmission system, has undertaken a number of development projects throughout the
country. Transmission infrastructures that would be added in the tenure of 74FYP (2016-2020)
are given in table 3.4:
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Table 3.4: Transmission Infrastructure in 7t FYP period

800KV DC Transmission Line 200 ckt. km
400kV Transmission Line 3204 ckt. km
230KV Transmission Line 1755 ckt. km
132KV Transmission Line 3284 ckt. Km
400kV HVDC Station 3000 MW
Substations Capacity 400/230kV 11780 MVA
Substations Capacity 230/132kV 18300 MVA
Substations Capacity 132/33kV 17314 MVA
Capacitor Banks installation at Grid substation at 33 level 1000 MVAR

Source:7tFYP, Planning Commission, Bangladesh.

Demand Side Management

The government continues giving emphasis on energy conservation by both supply and
demand side management. In the area of demand management, proper pricing of electricity is
considered to help conserve power. More broadly, a well-articulated demand side management
policy is being considered to be an extremely cost effective way of curtailing peak demand.

In recognition of the importance of energy conservation, the sustainable component of
SREDA is entrusted with three main pillars: (1) energy management programme, (2) energy
efficiency labeling programme, and (3) energy efficiency building programme. SREDA is
empowered to offer financial incentive schemes for promoting the programmes to conserve
power system in the range of 1,000MW during the 7t FYP.

The energy efficiency building programme is designed to introduce energy efficiency
building equipment and appliances in accordance with the new National Building Code
requirements and upcoming energy efficiency building guidelines in next five years. In the long
run, the Green Building Code, to be used as a guideline for the design and construction of upper-
grade energy efficiency and conservation and low environment impact buildings, will be
adopted.

Projection of Resource Allocations for Power Sector during the 7t FYP

ADP allocations for power sector are projected to be Taka 1270 billion during the 7thFYP
due to high priority of this sector. The year wise ADP allocations for power sector are furnished
below:

FY2016 FY2017 FY2018 FY2019 FY2020 Total
200 260 270 270 270 1270

Source: 7t FYP, Planning Commission, Bangladesh
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Energy

The rapid growth in the share of oil-based power supply from only 8% in FY09 to 29%
in FY 2015 is a reflection of a major primary fuel constraint in Bangladesh. The amount of gas
supply as per demand is continuously decreasing. The government has taken measures to
explore new gas fields and import Liquefied Natural Gas (LNG) to mitigate the wide gap of
demand and supply. New projects have also been undertaken that include establishing single
point mooring at Bay of Bengal to deliver crude oil from mother vessels to refinery; establishing
new refinery unit; extending Liquefied Petroleum Gas (LPG) use throughout the country;
importing fuel oil from India through pipeline; establishing floating storage re-gasification unit
(FSRU) for importing LNG; increasing the production of coal; conducting multi-client seismic
survey for exploring new gas fields in Bay of Bengal are the schemes that have been undertaken
to meet the growing demand of gas and fuel in the country. For timely implementation of these
schemes government allocated substantial fund to the executing agencies. The Annual
Development Programme of Petrobangla for the fiscal year 2013-14 had an allocation of Tk
17489.80 million which includes Tk 5681.1 million as project aid.

Figure 3.5: Production of Gas
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Source: Petro Bangla, Ministry of Power, Energy and Mineral Resources.

Moreover, there were 15 projects under Gas Development Fund (GDF) in the fiscal year
2013-14 with an allocation of Taka (Bangladesh currency) 11167.0 million, Furthermore, to
ensure the energy supply, necessary steps have been taken to import 500 MMCFD of LNG by
2017. Initiatives have also been taken for the development of coal fields in line with coal policy
being finalised. In view of the above, various actions have been taken by the government to
develop oil, natural gas and mineral reserve:

e Adoption of time-based action plan for discovering new gas fields and development of
the producing gas fields;

* Importing LNG to compensate increasing gas demand;

* Finalising National Energy Policy and Coal policy to create opportunity for using energy
from multiple sources;

¢ Increasing financial capacity of BAPEX by forming Gas Development Fund; and

e Ensuring proper pricing of gas to conserve energy and improving the financial
operations of the gas sector
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Some of the major initiatives in power and energy sector during the 6t"FYP were:

e Sustainable and Renewable Energy Development Authority (SREDA), Act 2012
e The Rural Electrification Board (REB) Act, 2013

¢ Interim Action Plan for Improvement of Energy Efficiency and Conservation

¢ Clean Cook Stove Country Action Plan

e Special Act for Quick Procurement in Power and Energy Sector

e Electricity (Amendment) Act, 2014.

* Energy Efficiency and Conservation Rules

Transport

The government recognises the key role of transport efficiency in expansion and
integration of national, subnational and international markets. The transport system of
Bangladesh consists of roads, railways, inland waterways, ports, maritime shipping, and air
transport. Among the different modes of transport, road transportation has become the
dominant mode, carrying over 70% of passenger and 60% of freight traffic.

The country witnessed rapid growth of transport sector since independence. The overall
annual growth rate was nearly 8.2% for freight transport and 8.4% for passenger transport.
Despite the observed growth of transport sector, the full potential of the sector yet to be
realised to match with the expected economic growth.

Roads

During the first 4 years of the 6thFYP, construction of 628 km of new roads was
completed, 4335 km road was improved and rehabilitated, 26,799 meter
bridge/culvert/flyover/overpass was constructed and 16,876 meter bridge/ culvert were
reconstructed under Roads and Highways Department (RHD) of the Ministry of Road Transport
and Bridges. A total of 80 RHD projects have been completed under Annual Development
Programmes during the period.

Despite progress, the physical achievements during the 6%hFYP could not reach the
target. The RHD had a target of constructing 4,672 km of new roads by FY2015, a total of only
628 km of new roads have been completed so far, which is 13 per cent of the FY2015 target.
Similarly as compared with improvement/rehabilitation target of 8433 km, 4335 km has been
achieved so far, which is 51 per cent of the FY2015 target.

For a faster implementation of the projects RHD is processing almost all the tenders
through e-government procurement. In order to get a good result, the road network has been
indicated through Geographic Information System (GIS). Highway Development and
Management (HDM) survey vehicle is being used to preserve detailed data base of the road
network and Highway Development and Management Model (HDM-4) software is being used in
road repair, maintenance and development activities.
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A summary of physical work done through Annual Development Programme (ADP)
during the 6t FYP period is presented below:

Table 3.6: Physical Achievement of Work under ADP during 6thFYP

2010-11 273 703 3796 8925
2011-12 31 529 3461 586
2012-13 103 1993 9982 7365
2013-14 221 1110 7748 1812
2014-15 295 1020 14061 2517
Total 923 5355 39048 21205

Source: ADP 2010-11 to 2014-15, Planning Commission, Bangladesh.

Development strategies and policies in transport sector in the7th FYP

With a view to increase the share of road transport sector to the GDP at the end of the 7t
FYP, the government has set some strategies. These include construction of Dhaka-Chittagong
access control expressway along with 4-6 laning of existing Dhaka-Chittagong National Highway;
upgrading and 4 laning of other important National Highways to extend the trade and economic
connectivity with Nepal, Bhutan, India and Myanmar; upgrading Dhaka-Sylhet Highway to 4
Lane by phases as a part of Asian Highway route; improving border access roads, sea-port link
roads to enhance regional connectivity; connecting and improving important economic activity
hubs such as Payra Sea Port and Economic Zones etc. Construction of bridges and development
of district roads have been prioritised to facilitate economic and social activities.

Maintenance of existing road network is also prioritised in the 7thFYP to make road
infrastructure durable. Axle load control policy to reduce road damage caused by overload has
been emphasised in this plan. Improving road safety in the country by achieving 50 per cent
reduction in road accident fatalities by 2020 is in line with the UN Decade of Action for Road
Safety.

To reduce traffic congestion in greater Dhaka, two Bus Rapid Transport (BRT) Lines and
five Mass Rapid Transit (MRT) have been identified in the Revised Strategic Transport Plan
(RSTP).

Bridges

Construction of the Padma Multipurpose Bridge at the Mawa-Janjira point across the
mighty river Padma has been a major infrastructure project under the 6'"FYP. The government
has attached the highest priority for constructing the Padma Bridge for establishing a proper
and coordinated communication network among all regions of the country. The implementation
works of 6.15 km long Padma Bridge, the largest ever road infrastructure in Bangladesh, has
already been started and is expected to open for traffic movement in 2018. The Bridge will
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connect 19 districts of south-western region of the country with the eastern part and the capital
Dhaka. This bridge will bring revolutionary changes in the communication system in the South
Asia regions as well as in the internal communication system, as this bridge is aligned in the
Asian Highway. This bridge will play an important role in the socio-economic development by
raising GDP by 1.20% and reducing poverty by 0.84% approximately.

For reducing the traffic congestion in Chittagong city, establishing direct road
communication between Dhaka-Chittagong-Cox’s Bazar and easing the transportation of goods
from Chittagong sea port and proposed deep sea port, steps have been taken to construct 3.40
km long tunnel under the river Karnaphuli.

To rein the traffic congestion in Dhaka city, steps have been taken to construct Dhaka
Elevated Expressway from Hazrat Shahjalal International Airport to Kutubkhali on Dhaka-
Chittagong Highway on PPP basis. The implementation works of the Expressway which is about
46.73 km long are progressing and it is expected to be completed in time.

Railway

Massive programmes have been taken for the development of railway sector. The
government has prepared “Bangladesh Railway Master Plan” for the next twenty years. As of
FY13 there is 2877 kms usable railway track, which is 42 kms more than that of FY 2010. There
has also been an increase in “passengers-kilometer” from 7,305,000 in FY2010 to 8,638,829 in
FY2013. Apart from these, initiation of Diesel Electric Multiple Unit (DEMU) commuter train in
2013, construction of around 10.5 km rail lines, re-construction of 244.9 km rail lines are some
of the reforms in railway sector made during the recent years.

Urban transport

A number of measures have been undertaken to improve on multimodal and integrated
urban transport system. For construction, maintenance and operation of the Mass Rapid Transit
or MRT (Metro), a 100% state owned Dhaka Mass Transit Company Limited has been formed in
2013, which has Project life up to June 2024. Besides, as noted above, some new infrastructure
addition has been to address increasing traffic congestion of Dhaka city.

Ports

The Chittagong Port handles 95% of the country’s sea borne export and import trade.
There has been improvement in turnaround time of vessels, which is 4.91 days in FY13
compared to 6.90 days in FY11. Throughput per ship day for both container and bulk cargo has
increased in FY13 compared to FY11.

Civil aviation

With growing domestic income, exports of worker services and expanding tourism, the
demand for air services has grown substantially, while growth has been particularly rapid for
international travel, the domestic air services is also growing. This expanding demand has
created pressure on the civil aviation for airport network and air traffic management services.
During the 6t FYP, the main efforts focused on:
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¢ Strengthening of existing runway, taxi-way and apron for safe and secured operation of
modern aircraft;

e Construction of new airports for better communication with remote areas.

» Expansion of parking area to accommodate new aircrafts of domestic and international
airports of Bangladesh.

¢ Enhancement of operational facilities at airports.

¢ Enhancement of the operational facilities of Control Tower at Hazrat Shah Jalal
International Airport (HSIA), Dhaka

* Installation of modern navigational equipment.

* Initiatives to strengthen the operational performance of Bangladesh Biman (National
Flag Carrier Airline).

These investments and reform efforts are helping to improve traffic flows and quality of
passenger service. Nevertheless, there are significant capacity constraints to handling smoothly
the growing demand for air services.

Key policy and institutional reforms in transport sector

To help improve connectivity and achieve a more balanced transport sector, the National
Integrated Multimodal Transport Policy 2013, covering all modes of transport, August 26, 2013.
The government has established ‘Road Fund’ under Road Fund Board Law 2013 to finance the
transport projects. In addition, the government has adopted the Vehicle Axle Load Control
Station Operation Policy 2012 to improve road safety.

A River Protection Commission has been formed under the River Protection Commission
Act, 2013 to prevent illegal encroachment, river pollution, illegal construction and other
unlawful activities for smooth and optimal river transport, among other outcomes. These
reforms are fairly broad ranging and their proper implementation is expected to bring in
significant improvements in the performance of the transport sector. The government is fully
aware of the challenges of ensuring the implementation of these policies. As noted above,
several policies have been in place regarding railways and civil aviation and ports.

ICT

The ICT sector has expanded rapidly with growing access of the population to internet
and mobile phone. Over 100 million mobile SIMs are being used in the country. The users of
internet has increased by 53% from 28.4 million in 2011 to 43.4 million in 2015 and the
number has got an increasing trend as the government reduced the charge of bandwidth as well
as commercial production of optical fiber has gone down. The country's tele-density has
increased by 78% in the last five years and internet density increased to 25 per cent. The
government has also introduced 3G technology network and the users are now getting high-
speed internet services, making video calls and watching television programmes. Furthermore,
some 8,000 rural post offices and 500 upazila post offices have been transformed into e-centers.

The mobile network coverage revolution is changing ordinary people’s life in dramatic
ways by making communication easy and affordable. The growth in ICT activities in turn has
helped to modernize and expand the formal services sector. A major outcome of the service is
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the growth of mobile financial services and e-banking. In health and education, competitive
private supply of these services is rapidly changing the quality and quantity of these services in
line with growing demand.

Deregulation policies of the government have helped the growth and transformation of
telecommunications, banking, health and education sector significantly. The sector has high
profitability and attracted considerable foreign private investment. The government is fully
aware of the advantage of this favorable outcome and the need for keeping the incentive
framework attractive for the private sector.

Figure 3.6: Development in ICT Sector
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ICT for development: Union Digital Centres (UDC)

Union Digital Centres (UDC) have been established in all unions of Bangladesh to ensure
proper communication system and advanced knowledge about information technology to
develop skill of the citizens. Each UDC is operated by a team of two entrepreneurs including at
least one woman. UDC offers services such as internet access, e-mail, video calls, downloading
forms, scanning, printing and digital photography. In addition the UDCs provide a growing
number of value-added services such as mobile recharges and money transfers via mobile
phones. Around 4547 UDCs are providing 102 public and private services. About US$ 24.9
Million had been earned by different entrepreneurs. UDCs have provided around 200 million
services of different categories. These include delivery of 0.45 million of records, 2 million
online registration of prospective migrant workers, inclusion of 33.4 million people in e-
banking, coverage of 2.7 million people into life insurances and 75 million birth registrations.
UDCs have contributed significantly in promoting access of mass people to public information
and public services, enhancing transparency in public administration and ensuring good
governance in delivery of public rights and services.
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Success Story: Union Digital Centres (UDC)

UNION DIGITAL CENTER AT A GLANCE

Digital Financial Inclusion (DFI)

Digital financial inclusion introduces new market participants and allocates roles and
risks (both new and well-known) in different ways compared to traditional approaches to retail
financial service delivery.
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Success Story: Digital Financial Inclusion

More than 5000 digital centres established across the country and more than 8500 post
offices are providing digital financial services to 22.8 million users who have registered into
mobile banking system. A number of 904 school banking accounts have been opened. A new
banking system “10 Tk account” has been introduced where the poor can open account with
only Taka 10. About 15.4 million people have opened “10 Tk account”. Around 2.5 million poor
household electronically received US$ 213 million and saved US$ 108 million. Total value of
money transferred through electronic money transfer system is around US$ 884.6 million and
around 42 million utility bills have been paid through mobile and online system.

The three key components of digital financial inclusion models correspond to the three main
triggers of new or shifting risks:

¢ The new parties and arrangements involved in the digital transactional platform, and
specifically in the management and storage of account data and the holding of customer
funds;

¢ The technology used by the device and the digital transactional platform; and

e The use of agents as the principal customer interface.
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ICT’s contribution to exports of Bangladesh

Starting from a low base, ICT export earnings have gained some momentum during the
6t FYP, growing from $246.5 million in FY2010 to $444.8 million in FY2014. This is an
encouraging sign and with concerted efforts, accepted to be a major source of export earnings
during the 7th FYP.

Online Transaction and Payments Infrastructure

Usage of ICT in e-transactions, e-commerce and e-procurement has been made possible
through the amended ICT Act 2006. Such e-activities have been institutionalised by the
government through the provision for digital signature through appointing the Controller of
Certifying Authorities.

Promotion of ICT as industry

The capacity of local ICT industry plays an important role to empower businesses and
citizens. To support the development of the ICT industry, Bangladesh Hi-Tech Park Act was
passed in 2010. Subsequently, Bangladesh Hi-Tech Park Authority (BHTPA) was established in
2010 for creation, management, operation and development of hi-tech parks across the country.

b. Agriculture, food security and rural development

Like many other developing countries agriculture has a direct link to the issues like
poverty alleviation, improved standard of living and employment generation in Bangladesh. The
government recognises that in order to ensure long-term food security for the people, a
profitable, sustainable and environment-friendly agricultural system is crucial. Broad
agriculture sector and rural development sector have been given the highest priority in order to
make Bangladesh self-sufficient in food. All out efforts of the government have been there to
develop the agriculture sector keeping in view the goals set out in the 6th FYP, Perspective Plan,
National Agriculture Policy (NAP) and MDGs.

To ensure “Food for all” policy, the government has introduced various forms of
development initiatives. Steps have been taken to scale up government’s support on agricultural
inputs, ensure fair price of crops and uninterrupted supply of agricultural inputs, expansion of
irrigation facilities and increased availability of irrigation instrument, agriculture extension
services as per target, quality control of agricultural products and ensure sufficient storage
facility of food grains.

Government Budgetary Transfer to agricultural activities

The government’s supports for the agriculture sector include budgetary transfer for
agricultural inputs, increased provision of easy agricultural loan for all categories of farmers,
development of rural warehouses, ensure fair price for all crops and other agricultural products.
There had been an increasing trend in the provision of budgetary transfer in agriculture sector
depicting government’s concern about agricultural development despite the periodical
decreased contribution of this sector into GDP. According to the data from the Ministry of
Agriculture budgetary transfer to farmers was Taka 57000 million in FY2010-11 which
increased to around 65000 million in FY 2011-12 and Taka 120000 million in FY 2012-13.
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As part of the government policy to promote balanced use of different fertilisers by
reducing use of urea and increasing use of non-urea fertilizers, the government drastically
reduced prices of non-urea fertilisers.

Figure 3.7: Government’s Support in Agriculture
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Compared to 2009-10, price supports on urea and non-urea in 2012-13 was raised by
nearly 2.44 and 3.38 times respectively. In line with the government policy, use of urea
decreased while there has been a rise in use of non-urea fertilisers.

Achievements in Food Production

Initiative has been taken to increase food production by expanding agricultural land and by
creating the opportunities of multiple cropping by expansion of irrigation, reduction of water
logging and planned drainage of water in haor (low land areas having multiple closed water
bodies) areas. These initiatives appeared with successful outcome; food production had been
increased over the last decade. Food production experienced an impressive surge from 30
million metric ton in 2006-07 to 35 million metric ton in 2007-08. Even though at a slower pace,
food production followed an increasing trend; food production was around 39 million metric
ton in 2014-15.

Figure 3.8: Production of Food Grains
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Agriculture Facilitation Initiatives and Activities

Irrigation

Programmes have been taken up to reserve and utilise surface water to reduce pressure
on underground water keeping in view of the issues of global warming, climate change and
reduction of water flow. The government has undertaken various projects to build over-ground
and buried pipe irrigation canals in order to install power driven pumps, and to prevent
wastage of irrigation water by excavating and re-excavating canals, building dams in mountain
streams and constructing irrigation infrastructures. To provide irrigation facilities, rubber dams
are being used in small rivers and on the other hand to ensure collection of irrigation surcharge
and optimum use of water, installation of smart card-based prepaid meters is under way. Since
the inception of minor irrigation projects power pump, Deep Tube well (DTW), Shallow Tube
well (STW) and floating pump etc.) in the early sixties, area under irrigation has been
expanding.(Figure3.9).

From FY 2009-10 to FY 2012-13, Bangladesh Agriculture Development Corporation
(BADC) under the Ministry of Agriculture has implemented 19 irrigation projects and 136
irrigation programmes including six water-log-removing programmes. Under the above
programmes water logging of 16,728 hectare of land has been removed by excavation of canals.
Such types of other eight water log-removing programmes have been implemented in FY 2013-
14.

To prevent wastage of irrigation water flow appropriate irrigation technology such as
surface and sub-surface irrigation channels have been constructed for DTW and power driven
pump. Canals and others water bodies have been excavated for reserving surface water under
different projects and programmes of BADC to implement minor irrigation technology.

Figure 3.9: Area under Irrigation
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Reservation of Surface Water

BADC has constructed four rubber dams for reserving surface water which will provide
irrigation facilities for 3,400 hectares land.
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Solar Power Pump

For the first time, in the FY 2012-13, renewable energy run solar power pump has been
installed in Bangladesh. By this time a number of solar pumps have been installed in different
districts of the country. As noted earlier IDCOL and also other government agencies are
promoting solar power pump systems in different off-grid areas of the country. IDCOL alone has
finance a total of 449 solar power pumps out of which 205 pumps are already in operation. The
company has a target of financing a total of 1500 solar pumps by 2018.

Irrigation in Drought-Prone Area

Barind Multipurpose Development Authority (BMDA) has expanded their activities all
over the drought-prone Rajshahi and Rangpur Divisions (Northern part of the country). BMDA
provides irrigation facilities to more than 87,000 hectares of land for supplementary irrigation
and about 95,000 farmers have been benefited from this supplementary irrigation facility.

Agricultural Credit

Banks and financial institutions are operating their agricultural credit activities across
the country. During FY 2009-10 and FY 2010-11, Extended Agricultural and Rural Credit Policy
and Programme has been formulated involving all scheduled banks with a view to speedy and
easier disbursement of agricultural credit.

Figure 3.10: Agricultural Credit (Disbursed, Million TK)
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The Agricultural and Rural Credit Policy and Programme adopted in FY2013-14, while
retaining the old features, includes certain new features such as enhancing the amount and
widening the scope of agricultural credit through effective participation of all banks, financial
inclusion, expanding banking services to rural areas, attracting farmers to banks, allowing
concessional interest rate (4 per cent) for the production of import substitute crops and making
maximum use of existing technology bearing in mind the impact of climate change etc. All these
led to increase in agricultural credit by 67 per cent from FY 2006-07 to FY 2014-15 (Figure
3.11).
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Initiatives for food security and rural development

Food security is defined in terms of availability of food (production); access to food
(people’s ability to buy food) and utilization of food (seen in nutritional outcomes, safety of
food, and reduced losses and waste).

In 2010, the government adopted Country Investment Plan (CIP), a roadmap for
agriculture, food security and nutrition, based on the National Food Policy (2006). The CIP
provides a strategic and coherent set of twelve investment programmes to improve food and
nutrition security in an integrated way, coinciding with the term of the 6thFYP. The
programmes are to be funded by government’s own resources (under the Annual Development
Plan) and through contributions from Development Partners.

The CIP also detailed out a strong monitoring framework for effective implementation of
food policy agenda in the country. Initial costs had been around $8.1bn, investments have been
mobilised and further needs have been defined, so that the total required cost is now estimated
at $12.7bn, with programme split between availability ($7.3bn), access ($4.9bn) and utilisation
($0.5bn). The total number of activities funded or completed within the timescale of the CIP
(2011-2014) was about 415 distinct projects.

Availability of food

The broad production-focused objectives related to the agriculture sector were to:

e Achieve an average of 4.5 per cent real growth in agricultural sector over the
6thFYP period;

e Raise farm productivity and real income of farm families in rural areas on a
sustainable basis;

e Attain self-sufficiency in food grain production along with crop diversification
within cereal as well as toward horticultural crops;

e Expand application of technology and mechanized cultivation;

e Ensure sustained agricultural growth through more efficient and balanced
utilisation of land, water and other resources;

* Encourage research in adaptation to change and proper use of genetically
modified technology in agriculture; and

* Promote non-crop agricultural activities related to forestry, livestock and
fisheries.

A key policy imperative has been to reduce rice import dependency. This fell from 3.31
per cent in 2009-10 to only 0.94 per cent in 2013-14, with small surplus indicated for 2014-15,
indicating that the country is in line with this policy of attaining self-sufficiency in rice.

Access to food

The CIP programmes on access to food include a programme on improved access to
markets, value addition in agriculture and non-farm incomes through the following:

¢ Improvement of physical access to market facilities and information;
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e Mobilising and promoting producer and marketing groups for improved market
access and knowledge;

* Developing adequate storage, processing, value addition and reducing wastage
through public-private partnerships;

* Promoting and assisting the development of off farm activities and rural
businesses.

The CIP also includes a programme to improve the management of public food
procurement and storage system-with major investments in grain storage, in order to provide
support prices to farmers.

A third major component of CIP programme on access covers social safety net provision,
through vulnerable group feeding programme and a number of schemes with cash allowances
and stipends to help the most vulnerable. Numbers covered by vulnerable group feeding
programme have reduced from over 8 million people in 2010 to around 6.5 million in 2013-14
indicating increased availability and access to food by the poor.

Utilisation of Food

The CIP targets utilisation programmes which promote community based nutrition
activities, as well as food safety and quality. Nutrition programmes generally come under the
National Nutrition Services of the Ministry of Health, but health based interventions (such as
micronutrient supplementation) alone are not sufficient to guarantee improved nutritional
outcomes (measured in terms of underweight or stunting figures). The CIP principally covers
nutrition-sensitive programmes and food-based approaches including complementary feeding
of children, integrated farming to leverage agriculture for nutrition, oil and rice fortification, and
the scaling up of nutrition programme.

A second major utilisation programme under the CIP covers food safety and quality, again
with a multidisciplinary focus on ensuring standardization and market supervision of food
quality, on hand washing and provision of safe drinking water relevant to food preparation.
This reflects current thinking that chronic infections and diarrhoea limit the capacity to uptake
essential nutrients.

Climate Resilient Agricultural Development

To address the adverse impacts of climate change, the government developed the
National Adaptation Programme of Action (NAPA) in 2005 and Bangladesh Climate Change
Strategy and Adaptation Plan (BCCSAP) in 2009. The government has adopted a Master Plan for
Agricultural Development of the Southern (costal) Region of Bangladesh. Since it is clear that
climate change has a negative impact on food security, adaptation strategies would be devised
which would help farmers and other food producers cope better with climate change. Some of
the main activities which are already in place include the following:

¢ Development and deployment of stress-tolerant varieties of crops - the range of stresses
may include high levels of salinity, drought, and long term inundation. Research is
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ongoing and a number of varieties are promising Since 2009-10, the National
Agricultural Research System (NARS) have developed 23 new rice varieties.

* In areas suffering drought, or variable rainfall, planting of less water-consuming crops
has been an option to cope with variable rainfall, along with option for identifying
alternative sources of irrigation water. Schemes to promote surface water irrigation,
coupled with highly efficient new equipment for pumping have been piloted at various
locations in the coastal zone.

e Crop diversification is another strategy for minimising risk from climate change, and
reduction of potential yield. Integrated production systems, including homestead
production are promoted which would help protect those with limited landholdings
against the effects described above.

e Agronomic innovations for greater control of water resources permit techniques such as
Alternate Wetting and Drying, when applied on a large scale, could conserve irrigation
water. Mulching and soil fertility conservation measures could also help cope in areas
prone to drought; mechanization will help optimize timing of the crop calendar.

A new development is the creation of another CIP for the Environment Forestry and
Climate Change by the Ministry of Environment and Forestry. As with the Food Security CIP this
will become an important tool to monitor investments by a whole range of government
departments with or without financial assistance from development partners.

Women Participation in Agriculture

In Bangladesh, women constitute about 46 per cent of the total farming population.
Women participate in crop cultivation, livestock and poultry rearing, homestead gardening and
fisheries. About 60-70 per cent of women from landless and near-landless households work as
agricultural wage labourers. The government has undertaken laudatory initiatives for
mainstreaming gender issue into the labour market.

The Bangladesh National Women Development Policy 2011 makes comprehensive
provisions for women's rights and empowerment through land ownership, earning property,
ensuring access to health, education, training and technology, credit facilities and income
generation with a vision of improving their overall socio economic status. Department of
Agricultural Extension under the Ministry of Agriculture has been providing training on
cultivation technology, pest management, storage, post-harvesting processing and marketing. A
considerable number of women had been provided with credits ranging from Tk. 10,000 to Tk.
35,000 for production, storage and marketing of crops under Second Crop Diversification
Projects. Besides, Integrated Pest Management Projects, Strengthening Mushroom Development
Project, National Agricultural Technology Project, Agricultural Extension Component Project are
contributing to participation of women in agriculture. Women comprises of 36 per cent of total
agricultural entrepreneurs under Agribusiness Development Project. Women's participation in
crop cultivation and post-harvest activities, livestock and poultry rearing, homestead gardening
and fisheries has remained significant and critical in rural areas.
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Research and Development in Agriculture

Bangladesh has a well orgianised NARS formed under the provision of BARC Act 2012,
with BARC as the apex body and twelve agricultural research organizations as the constituent
units. The agricultural universities, NGOs and private sectors, although not integrated are
actively linked with NARS in terms of research collaboration. Among the thirteen research
organizations including BARC, six are autonomous bodies under the Ministry of Agricultural and
the remainders are under other ministries and three organizations Bangladesh Forest Research
Institute (BFRI), Soil Resources Development Institute (SRDI) and Bangladesh Cotton
Development Board (BCDB) are government departments. The research organisations working
in different fields of agriculture and allied disciplines are contributing to the agriculture sector
of the country. NARS of Bangladesh has developed and delivered technologies to increase
production and productivity that made the country significantly less dependent on food
imports.

Agricultural Information Service

The government has a dedicated information service for agriculture, the Agriculture
Information Service (AIS), under the Ministry of Agriculture. This institution has undertaken
number of initiatives in the last five years including Community Radio Project, digitalisation of
Agricultural Information and Rural Development Project, Digital Extension Activities,
Information Service by cell phones, Mobile Cinema Van and Establishment of Agriculture Call
centres which have contributed significantly to the development of agriculture and meeting the
information needs of the farmer in implementing and adapting to modern and emerging
technologies and building marketing skills.

Agricultural Input Assistance Card

To support the farmers the government has introduced “Agricultural Input Assistance
Card”. Initiated in 2010, with the Agriculture Input Assistance card, the cardholder farmers will
receive money from banks as cash support to buy diesel. For drawing the financial and
monetary transactions, the farmers can open bank accounts for only Taka 10. Moreover, the
condition for keeping minimal money with a bank account has not been tagged to operating the
farmers' accounts. Also, the farmers need not have any identifier to open the account. The
agriculture-assistance card will be considered final identity for the farmers. Under the scheme
some 13 million farmers are being given money through banks as direct transfer for diesel used
for irrigating croplands for the dry-season rice farming. Marginal farmers will get Taka 800 and
big farmers Taka 1000 as cash incentives.

Policies Adopted in Agricultural Sector

The government has been pursuing several inter connected policies for the overall
development of agricultural sector which include National Agricultural Policy-2013, 6thFYP,
Master plan for Agricultural Development in the Southern Delta of Bangladesh, Seed Policy of
Bangladesh-2006, National Fisheries Strategies- 2006, National Forest Policy 1994, National
Livestock Development Policy 2007 and Seed Policy of Bangladesh-2006.
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Diversification in Agriculture

Diversification in agriculture is one of the remarkable changes in recent years.
Contribution of crops and vegetables in GDP decreased from 10.79 per cent in 2009-10 to 8.83
per cent in 2014-15. This decreased contribution is associated with increased share of non-crop
sector especially in fisheries, livestock and forestry.

Fisheries Sector

In Bangladesh the fisheries activities are classified under three categories: inland
capture fisheries, inland culture fisheries, and marine fisheries, with the inland aquaculture
contributing more than 55 per cent of total production of this sector. Fisheries sector plays a
very important role in the national economy having a share in GDP of about 3.69 per cent and
engaging more than 11 per cent of rural labour force. GDP contribution of fisheries sub-sector
over the last 10 years (FY 2006 to FY 2015) varied from 3.67 to 3.79 per cent. There had been
several actions undertaken for increasing fish production. These included increasing total water
area for aquaculture, augmenting open water capture fishery, ensuring access of the poor and
genuine fishers to fish cultivation, accelerating aquaculture farming, developing technologies
through supporting fishery research, disseminating evolved technologies through strengthening
extension services, promoting private sector, improving fish marketing and processing system,
quality control and so on. Available data suggests that fish production increased almost 200 per
centin 2014-15 (3.7 million MT) in comparison to the production of 2001-02 (1.89 million MT).
Where, the growth rate of aquaculture production is remarkably increased due to socio-eco-
friendly interventions taken by the present government (from 2009). The average aquaculture
growth rate was 11.04 per cent during the period of FY2008-09 to FY 2014-15. According to
FAO (2014), Bangladesh is ranked 4t in capture fisheries and 5% in world aquaculture
production.

The sector’s contribution to the national economy is significant, as it provides about 60
per cent of the animal protein intake and more than 17.7 million people are engaged with this
sub sector on full time and part time basis. At the end of the 6th FYP, additional average annual
employment in fisheries sector is increased from 0.3 million during the period of 2001-02 to
2007-08 to 0.65 million in the year 2008-09 to 2014-15. Women participation in aquaculture
interventions and fisheries resource management is substantially increased, almost 20 per cent
of the total beneficiaries.

A combination of export and buoyant domestic demand has spurred profitability and
growth of fisheries activities. Real prices have been increasing providing incentives for further
investment and expansion in this important agricultural activity. Fisheries sector has been
earning a notable amount of foreign exchange. In 2014-15, the country earned almost Taka
466.06 million by exporting almost 84 thousand MT of fish and fisheries products. Export
volume is substantially increased from 2009 and onward due to addressing of the all possible
compliance issues by the present government.
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Goals and Strategies for Fisheries Sub-Sector

The vision 2021 of the government targets to achieve its goals of self-sufficiency in food
and thus increased food security, which includes attaining self-sufficiency in production of fish
and shrimp and generate surplus for export, along with improvement in food safety standard of
fish production. According to the 7t FYP, the government has specific goals and targets and
strategies to promote increased participation of women in fish cultivation. These require
achieving a dual objective of enhancing productivity, livelihoods security and equitable
distribution of benefits side by side with the conservation of potential fisheries resources and
aquatic biodiversity of rivers, beel, haor, baor, flood plains and other water bodies.

Livestock Sector

The vibrant livestock and poultry sector in Bangladesh accounts for roughly 16 per cent
of the agricultural GDP. The sector’s, contribution to GDP averaged at 2.5 per cent during
FY2011-FY2013, and it currently employs around 20 per cent of rural work force and serves as
a major source of protein. Though the share of the Livestock sub sector in GDP is small, but it
has immense contribution to meet the daily protein (animal protein) requirements for human
consumption. About 44 per cent of the high quality animal protein comes from livestock
sources. Over the last five years, since formulation of the National Livestock Development
Policy, Bangladesh has progressed a lot in terms of milk, meat and egg production. The milk,
meat and egg production respectively for FY2015 had been 6.97 MMT, 5.86 MMT and 10,995.2
million, compared to 2.65MMT, 1.04 MMT and 5,653 million respectively for FY08 and
1.78MMT, 0.78 MMT and 4,424 million respectively for FY2001. This data illustrate that the size
of the livestock sub sector increased almost 1.00 to 1.50 times between FY2001 to FY2008 and
3 to 4 times between FY2001 to FY2015.

The government has been providing incentives and supports including technical
supports to poultry and dairy farms through evaluation of animal and poultry feeds, besides the
modern veterinary services. Training, disease diagnostic and treatment facilities, disease
control and prevention activities are provided by the government. Different types of
infrastructures are being established by the government under a number of projects at grass
root level to facilitate livestock production.

c. Trade

Despite some indications of turnaround in the third quarter of FY 2014-15 in country’s
domestic economy, Bangladesh has been able to achieve a commendable growth rate due to the
strong export base. Particularly, RMG and Knitwear have significantly contributed in this regard.
Export earnings increased to 3.33 per cent in FY 2014-15 compared to the last fiscal year. On
the other hand, import expenditure went up by 11.25 per cent in FY 2014-15 compared to
previous fiscal year because of higher domestic demand. Trade performance of the country
reflected in an upward trend of both export and import along with increasing remittance inflow
associated with implementation of inclusive as well as growth and investment friendly
monetary policy facilitated appreciation of Taka against US Dollar and a record rise of foreign
exchange reserve. Foreign exchange reserve surpassed US$25,020 million mark on 30th June,
2015.
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The export earnings of the country have been on the increase since FY2010-11 and
stood at US$31,209 million in FY 2014-15 (Figure 3.11). Export earnings increased due mainly
to increases in export of footwear, woven garments, knitwear, chemical products, engineering
products, plastic products, handicrafts etc. during the recent years. Analysis of composition of
exports in FY 2014-15 by major categories reveals that the export earnings over the last fiscal
year increased mainly for engineering products (21.9 per cent), chemical products (20.2 per
cent), Handicrafts (20.0 per cent), plastic product (17.9 per cent), footwear (10.7 per cent), jute
goods (8.4 per cent), and woven garments (5 per cent). On the other hand, export earnings
decreased in respect of petroleum by product (52 per cent), tea (19.1 per cent), agricultural
products (15.7 per cent), raw jute (11.4 per cent) and ceramic products (9.2 per cent). These
figures reflect growing trend in the widening of the country’s export basket.

Figure 3.11: Export Earnings during the FY2010-11 to 2014-15 (in Million US $)
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Source: Export Promotion Bureau (EPB), Ministry of Commerce, as reported by Bangladesh Bank,
2015

Bangladesh made significant progress in reforming the foreign trade regime and
reducing protection since the early 1990s. This is reflected in the simplification of trade
licensing, removal of quantitative restrictions, reduction and rationalization of tariffs, and the
implementation of a flexible exchange rate policy. However, the government recognises that the
trade liberalization effort needs to be accentuated. The government is fully aware the concern
that the dominance of RMG in the exports might have limited the scope of diversifying export
basket. Actual performance shows that exports have done well on average during the recent
period, growing faster than the projected rate. Compared to the previous two decades, export
performance was comprehensively better, averaging double digit growth rates annually for
nearly 25 years. As noted above, the performance of RMG was a major factor that ensured
steady success in export performance. Though a concentration of RMG is evident in the export
baskets of Bangladesh, diversification of export items is also taking place as has been indicated
above.

Over the years, the government has adopted strategies to facilitate the high-earning
exports. The sectors that have high potential are agro-products and agro-processing products;
light engineering products (including auto-parts and bicycles); footwear and leather products;
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pharmaceutical products; software and ICT products; home textiles; ocean-going vessels and
ceramics and toiletry products.

Export Position and Composition of Export Commodities

The government considers expanding export base as one of the factors for growth
drivers. A strategy of growth acceleration for the Bangladesh economy must be predicated upon
export orientation because export markets are unlimited and offer economies of scale. As
described above, the economy is observing an increasing trend of export earnings over time
with export earnings in FY2014-15 reaching at US$ 31208.9 million. The export of Bangladesh
has a high concentration of some specific commodities in the export basket. RMG had been
holding its dominant contributions in export basket. Despite the concern of the government
toward export diversification, the share of RMG had been increased from 78 per centin 2011-12
to 80 per centin 2013-14 (Figure3.12)

Figure 3.12: Commodity Wise Export
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Source: Bangladesh Economic Review, 2015, Ministry of Finance
Country-wise Export Earnings

Analysis of trend of country-wise export shows that USA is the main destination of our
export. It appears from Figure 3.13 that USA secured the top position in respect of importing
commodities from Bangladesh last three years. The second and third dominant exporting
countries are Germany and UK respectively, whose share in total export earnings had remained
stagnant over last three years (15.1 per cent for Germany and 10.3 per cent for UK). During the
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period, export earnings from USA were US$ 5783.4 million which is 18.50 per cent of country’s
total export earnings. The principal commodities exported to USA are woven garments,
knitwear, frozen food, cap, home textile etc.

Figure 3.13: Country wise Export (During FY 2010-11 to FY 2014-15)

Source: Export Promotfion

{(In mallion US$E)
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fimeau, *percentage share of total export earnings ofﬁ 2014-15.

For the country’s export to regional destination, European Union (EU) has been dominating as
can been seen in Figure 3.14

Figure 3.14: Region wise Exports
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In terms of value of total imported commodities, China held the first position for our
import in FY2013-14. During this period 18.41 per cent of the total imported commodities came
from China. India was the second largest source of import (14.71 per cent) while Singapore held
the third position (5.84 per cent). The trend continued in FY2014-15 as can be seen in Figure

3.15.

Figure 3.15 Country wise share of Importin FY 2014-15
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Source: Bangladesh Economic Rivew, 2015, Ministry of Finance.
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Measures Taken for Diversification and Expansion of Export Base
Market Access and Trade Agreements for export promotion

The export performance of Bangladesh may be partly attributed to the preferential trade
facilities extended by the European Union (EU), and many other developed countries.
Bangladesh receives preferential treatment as an LDC under the Special and Differential (S & D)
provision of WTO. Such initiatives have been in the form of Generalized System of Preferences
(GSP) facilities from the EU, Japan, and Canada; through regional trading agreements (RTAs),
like the Asia and Pacific Trade Area (APTA), free trade agreements (FTAs) like South Asian Free
Trade Area (SAFTA), and through bilateral trade agreements with various countries. Under the
aforesaid initiatives lower-duty or duty-free entry has given the exports of Bangladesh a
competitive edge in those markets. Bangladesh has managed to retain its competitive edge in
RMG exports in major export markets, following the 2005 phase out of the WTOQ’s Multi-fibre
Arrangement (MFA). Currently, as an LDC, Bangladesh enjoys GSP in 38 countries, including 28
EU nations. Under the GSP, Bangladesh either enjoys zero-duty benefit overall or on export of its
major products to 10 countries. Bangladesh continues to seek DFQF export facility for 97per
cent of tariff lines that was committed by developed countries at the Hong Kong Ministerial in
2005.

World Trade Organization (WTO) and Bangladesh

As a founding member of the WTO, Bangladesh has been implementing rules and
regulations of WTO Agreements that not only involve traditional trade areas but also other
areas, which have direct bearing on trade. Bangladesh has also been taking part in all WTO
activities, including negotiations with a view to safeguarding countries’ interest as well as to
enhancing opportunities for Bangladesh and the LDCs.

As an LDC, Bangladesh is entitled to various flexibilities, Special and Differential
Treatment (S&DT), exemptions from obligations. Duty-free and quota-free market access and
TRIPS exemptions are most significant ones. Bangladesh has been trying to realize the most of
the existing as well as evolving opportunities in the multilateral trading system with a view to
accelerating growth and development of the country. Bangladesh has been taking initiatives to
safeguard the interests of Bangladesh as a LDC which are as follows;

[.  To ensure Duty-free and quota-free market access in developed and developing

countries;

II.  To create more opportunities for exports of semi-skilled and unskilled manpower from
Bangladesh under Mode-4 i.e. movement of natural person in services sector.

III. To take collective initiative for the extension of transition period for pharmaceutical
products exempted under the TRIPS Agreement.

IV.  To have stakeholders’ consultation for making Bangladesh’s position on different trade
issues prior to attending the WTO Ministerial Conferences and to ensure the
representation of these organizations in the Bangladesh delegation.

Bangladesh delegation participated in the 10t Ministerial Conference of WTO in Nairobi in
December, 2015 and performed as the Coordinator of the LDCs Group in the conference. Earlier
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delegates from Bangladesh had attended the 8th WTO Ministerial Conference of the WTO held in
Geneva from15-16 December 2011 and also in the 9t WTO ministerial Conference held in Bali,
Indonesia in 2013.

The Ministry of Commerce has a dedicated office, the WTO Cell, which deals with the
issues related to WTO rules and regulation and takes appropriate steps against the different
adverse measures (Anti-dumping duty, Safeguard Duty etc) imposed by other countries on
Bangladeshi products.

Negotiating issues of Bangladesh

Duty-free and quota-free market access

Duty-free and quota-free (DFQF) market access is the most important trade-related
issue for Bangladesh.. Bangladesh along with other LDCs has been actively participating in the
negotiations for full and faithful implementation of relevant declarations and decisions in a way
that ensures commercially meaningful market access for the LDCs. The [PoA also refers to
“Realize timely implementation of duty-free quota-free market access, on a lasting basis, for all
least developed countries consistent with the Hong Kong Ministerial Declaration adopted by the
World Trade Organization in 2005”.

Rules of Origin

Rules of Origin (RoO) play a very crucial role in utilizing any preferential market access.
The government of Bangladesh believes that most generous preferences may become ineffective
if RoO criteria are not attainable. Hong Kong Decision on DFQF also calls for ensuring that
preferential rules of origin applicable to imports from LDCs are transparent and simple, and
contribute to facilitating market access. In this context, LDCs were negotiating for a RoO regime
that ensures simple, flexible and transparent RoO criteria. After long negotiations a guideline
was adopted in Bali on preferential RoO. The guideline is not mandatory. However, the main
spirit of the guideline is to make preferential RoO simple, flexible and transparent. Adopting this
guideline, all WTO members recognized the necessity and agreed in principle for adopting
simple, flexible and transparent RoO. Bangladesh along with other LDCs had been continuing
negotiations for further streamlining the RoO regime and contributed in the negotiations in
10th Ministerial Conference at Nairobi in December, 2015. The declaration of Nairobi
conference allows the LDCs to use non-originating materials up to 75 per cent of the final value
of the product. Therefore, LDCs are allowed to participate in the trade of final prod