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President’s Memo
Aftab ul Islam, FCA

President, American Chamber of Commerce in Bangladesh

The purpose of the Center would 
be to providing facilities to visiting 
NRBs, so that they can come to 
a central and a recognized place, 
exchange their ideas with the people 
of Bangladesh, and leave their 
contact information at the Centre. 
The Center could ultimately work as 
a Resource Center for all interested 
to push the country towards rapid 
growth.

Bangladesh needs to travel a long 
and painful way to optimize the 
development initiatives. We need 
to at least double our GDP and per 
capita income. This again requires 
huge planning, huge work, huge 
accommodation, huge compromise, 
huge sacrifice and right kind of 
education. Bangladesh must develop 
necessary capacity to undertake this 
mountainous job, which I believe 
would be a reality in the days ahead 
based on appropriate actions today.  

I would like to offer my sincere 
greetings and appreciation to 
AmCham Members, well-wishers 
of AmCham for their continued 
support and cooperation to 
AmCham activities. Please enjoy 
reading AmCham Journal July 2012 
Issue. 

on our way to progress, still 
the available opportunities in 
Bangladesh are much larger than 
the challenges, and I firmly believe 
that the development momentum 
of Bangladesh will continue despite 
difficulties. The world is closely 
watching Bangladesh scenario and 
there are reports that many Asian 
nations are actively seeking out 
opportunities in Bangladesh for 
relocation of their industries because 
of many emerging advantages 
here. So this is our responsibility 
to effectively siege this growing 
opportunities towards building a 
prosperous Bangladesh. A developed 
Bangladesh is needed to provide its 
citizens with a high quality life style, 
better education, communication 
facilities etc.       

Bangladesh is blessed with young, 
brilliant and resilient people. 
Increasing number of Non Resident 
Bangladeshis (NRBs) all over the 
world is a very encouraging force 
and asset for the country. The NRBs 
could be utilized as a catalyst for the 
rapid development of Bangladesh. 
I would like to propose that the 
Bangladesh Government establishes 
a DIASPORA Center, which can 
ideally be housed at the BOI office. 

The world is changing rapidly 
through innovation, technological 
development etc., and Bangladesh 
is also on the move to occupy its 
rightful place at the global setting. 
In fact Bangladesh has been showing 
its remarkable strength in social 
sectors, in production of food grain, 
in pharmaceuticals, in readymade 
garments, in ship building, in SMEs, 
and in the use of mobile technologies 
for the last few decades. 

Although the challenges of poor 
infrastructure, slow and inefficient 
bureaucracy, corruption and 
unpredictability are impediments 

Aftab ul Islam

President’s Memo
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Development Surprises and Challenges in Bangladesh
Wahiduddin Mahmud
Chairman, Economic Research Group, Dhaka

Bangladesh is in many respects 
an unsung success story, but one 
with significant development 
challenges lying ahead. The 
country emerged from its 1971 
war of independence poor, 
overpopulated, and reeling from 
overwhelming war damage to its 
institutional and physical capital. 
It was not until 1978–79 that per 
capita income had recovered to 
its pre-independence level. The 
economy was ravaged by acute 
food shortages and famines 
during the early years. According 
to some authors, Bangladesh was 
designated as a “test case” for 
development, and Henry Kissinger 
called it “an international basket 
case.”

Now four decades later, the 
development narratives on 
Bangladesh have changed 
significantly. With sustained 
growth in food production 
and a good record of disaster 
management, famines have 
become a phenomenon of the 
past. Bangladesh’s per capita real 
GDP has nearly trebled since 1975. 
Life expectancy has risen from 50 

to nearly 65 years; the population 
growth rate of 3 percent a year has 
been halved, child mortality rates 
of 240 per 1,000 births have been 
cut by nearly 80 percent, literacy 
has more than doubled, and the 
country has achieved gender 
parity in primary and secondary 
schools. To some observers, this 
has been indeed a “development 
surprise” (Mahmud et al 2008). 

Yet, Bangladesh faces enormous 
challenges in alleviating poverty 
and achieving high, sustained 
and equitable economic growth. 
It is true that Bangladesh has 
successfully overcome its initial 
image of a famine-prone country 
unable to feed its population. But 
that image has now been replaced 
by that of a corruption ridden and 
ill-governed country, as indicated 

by most global indicators 
of political and economic 
governance. The country has to 
grapple with a number of growth-
retarding factors, such as a record of 
political uncertainty and systemic 
governance failure, the low rates 
of the government’s revenue 
mobilisation, a low-skilled labour 
force, vulnerability to natural 
disasters, and the emerging risk of 
adverse climate change, to name 
a few. Several questions thus arise 

in understanding Bangladesh’s 
development successes achieved 
thus far and the challenges lying 
ahead:

How could the progress 
achieved thus far have been 
possible given the country’s 
desperate initial conditions 
and allegedly poor record in 
governance?

Can a resource-poor and 
labour-surplus country like 
Bangladesh maintain high rates 
of export growth by relying on 
labour-intensive manufactured 
export (thus far, Bangladesh 
being able to do so by exporting 
mainly readymade garments)? 

How far will Bangladesh be able 
to move from ‘replication’ to 
‘innovative’ ways of achieving 
economic growth (that is, 

from the lateral expansion of 
micro credit, garment export, 
and export of unskilled labour 
to more productive and skill-
intensive activities)?

With the proportion of the 
working-age population 
increasing in the next few 
decades, how far will the 
country be able to reap the 
benefits of this “demographic 
dividend” by raising the skill 
levels of the work force?

Development Surprises and Challenges in Bangladesh

Wahiduddin Mahmud
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In the face of low levels of 
public social spending and 
the low quality of public 
service delivery, can further 
progress in social development 
indicators  be achieved by 
adopting low-cost solutions 
and through public awareness 
campaigns and (since that is 
how Bangladesh seems to have 
made progress thus far)? 

With no historical precedence 
of large-scale economic growth 
taking place under such 
extreme conditions of land 
scarcity as exist in Bangladesh, 
what patterns of urbanisation 
and environmentally 
sustainable growth the country 
can possibly follow?

And, to quote a report on 
Bangladesh in the Guardian of 
UK, can “the people of one 
of the most vulnerable and 
yet resilient and innovative 
countries transform it from 
being the world’s most 
famously ‘vulnerable’ country 
to being recognised as one of 
its most ‘adaptive’ country”? 

Let us first consider the economic 
growth performance. Out of 
today’s 25 largest developing 
countries (according to the size 
of GDP adjusted for purchasing-
power parity in dollar), Bangladesh 
ranks among the top 10 in terms 
of annual average GDP growth 
during 1980 to 2007 (Growth 
Commission 2008). During this 
period, Bangladesh has achieved 
an annual growth in per capita 
real GDP well ahead of the average 
of all developing countries 
(Mahmud et al 2011). However, 
the country performs far worse 
in respect of its ranking in the 
global governance indicators. For 
example, in terms of the World 
Bank’s World Governance Index 
(WGI), which is a composite 
index of six sub-indices related 
to various aspects of governance, 
Bangladesh currently ranks 

near the bottom quartile of all 
developing countries.

Bangladesh is thus an outlier 
in cross-country comparisons 
relating governance to 
economic growth. The quality of 
governance reflecting institutional 
development has been increasingly 
recognized as an important 
ingredient of economic growth.  It 
is also recognized that low levels 
of income and poor governance 
may perpetuate each other. How 
can low-income countries come 
out of this trap? If some headway 
can be made in institution 
building despite low income, the 
resulting “governance surplus” 
may enhance the effectiveness of 
economic reforms in accelerating 
economic growth. Pre-reform 
India or China are possible 
examples, though the nature of 
the political regimes are quite 
different in the two countries.  
The other path to come out of the 
trap could be to achieve by some 
means accelerated growth despite 
poor governance, which in turn 

may eventually create demand for 
better institutions of governance; 
but this will mean that governance 
will act as a hindrance to growth 
rather than being a facilitator. 
Thus far, that may well have been 
the case in Bangladesh.

The economic growth in 
Bangladesh has been driven mainly 
by agricultural productivity, small-

scale entrepreneurship, garment 
export, and remittances from 
workers abroad (Osmani et al 
2003, Mahmud 2008, Chowdhury 
and Mahmud 2008: Chapter 4). 
Another contributing factor to 
growth is the so-called and a 
“demographic dividend” arising 
from the youth bulge in the age-
structure of the population.  These 
growth drivers have somehow 
been able to bypass or successfully 
negotiate with the constraints 
of a governance-challenged 
environment. But the next stage 
of growth is likely to prove more 
difficult. Although the governance 
environment may have been 
barely adequate so far to cope 
with an economy breaking out of 
stagnation and extreme poverty, 
it may increasingly prove a barrier 
to putting the economy firmly 
on a path of modernization, 
global integration, and poverty 
reduction. The institutional 
weaknesses may be reaching 
the tipping point beyond which 
they become binding growth 
constraints (Mahmud et al 2011). 

The acceleration of growth 
of the Bangladesh’s economy 
since the early 1990s has been 
underpinned by strong export 
growth, led almost entirely by the 
growth in readymade garment 
export. The garment industry has 
flourished in Bangladesh because 
of the confluence of a number of 
initial favorable factors: the early 
relocation of garment producers 
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and marketing intermediaries from 
East Asian countries (especially 
South Korea) to Bangladesh to 
evade import quotas in the U.S. 
and European markets; easy 
transfer and spread of garment-
industry-specific managerial and 
production skills; preferential 
access of Bangladesh’s garment 
exports in the major markets of 
the West; a flexible exchange rate 
policy and other policies adopted 
by the government in supporting 
the industry, especially by creating 
a set of enclave-type arrangements 
(for example, bonded warehouses 
and back-to-back letters of credit 
to facilitate duty-free import of 
fabrics); and the abundance of low-
cost female labour. The industry’s 
early foothold has helped it to 
gain in efficiency and to withstand 
many adversities, including the 
stiffer post-MFA competition in 
the global markets for garment 
export and the global economic 
turmoil of the more recent years.  

While most low-income 
countries depend largely on the 
export of primary or resource-
based products, Bangladesh has 
made the transition from being 
primarily a jute-exporting country 
to a garment-exporting one. The 
transition has been dictated by the 
country’s resource endowment, 
characterized by extreme land 
scarcity and a very high population 
density, which makes economic 
growth dependent on the export 
of labor-intensive manufactures. 

Manufactured exports currently 
account for more than 90 per cent 
of the country’s export earnings – a 
unique feature among countries at 
a similar stage of development. But 
can a least-developed country like 
Bangladesh sustain rapid export 
growth by relying on manufactured 
exports? Having low wage costs 
can hardly compensate for its 
relative disadvantage in marketing 
skills and infrastructure (including 
transport, ports, product standards, 
and certification facilities). Thus, 
Bangladesh’s export base remains 
narrow as the impressive success 
in garment export has yet to be 
replicated in other industries. 
Indeed, Bangladesh’s experience 
with the garment industry has 
demonstrated the limitation 
of relying on enclave-type 
arrangements to facilitate export 
growth in a specific activity, while 
postponing the development of 
export-related infrastructure and 
institutional reforms for improving 

the investment climate generally. 
Lack of a favorable investment 
climate is also reflected by the 
fact that, in spite of very liberal 
policies, Bangladesh has yet to 
become a favorite destination for 
foreign direct investment. 

The most striking aspect of 
Bangladesh’s “development 
surprise” is in respect of 
improvements in some of its 
social development indicators, 
particularly since the early 

1990s. From being a laggard, 
Bangladesh now outperforms 
most Indian states and South Asia 
as a whole in such indicators as 
female school enrolment, child 
mortality, child immunization 
rates, and contraceptive adoption 
rates. Cross-country comparisons 
show that the current levels of 
these indicators in Bangladesh 
are significantly superior to what 
one would expect at a similar level 
of per capita income (Mahmud 
2008a). These achievements are 
remarkable given the country’s 
desperate initial conditions and 
allegedly poor quality of public 
service delivery 

What is happening? Much of 
the progress has been due to the 
adoption of low-cost affordable 
solutions like the use of oral 
saline for diarrhea treatment 
leading to decrease in child 
mortality, and due to increased 
awareness created by effective 
social mobilization campaigns 
such as for child immunization or 
contraceptive adoption or female 
school enrolment. The scaling 
up of programs through the 
spread of new ideas is helped in 
Bangladesh by a strong presence 
of development NGOs and also 
by the density of settlements 
and their lack of remoteness. 
The government’s commitment 
supported by innovative 
programs has also helped. Further 
progress, however, may become 
increasingly difficult as the gains 
from low-cost easy solutions are 
reaped and the amount of public 
spending, quality of services and 
the synergies with overall living 
standards all become important 
determining factors (Ahluwalia 
and Mahmud 2004, Mahmud 
2008a).

The extreme conditions of land 
scarcity and population density 
also make Bangladesh a test case 
of development, since there is no 
historical precedence of economic 

Development Surprises and Challenges in Bangladesh
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development taking place under 
such conditions. It is, therefore, 
not easy to make projections 
about how its economy and the 
landscape will look like, say, 20 to 
30 years from now. Where will the 
increasing population and the labor 
force be accommodated in terms of 
economic livelihoods and physical 
habitation? How much land will 
remain available for agricultural 
production with the growth of 
urbanization and the increase in 
the numbers of rural dwellings? 
What increasing numbers of the 
population can be accommodated in 
the existing cities before the urban 
infrastructure crumbles down? And, 
what patterns of economic growth 
and technological developments 
will allow higher standards of living 
in an environmentally sustainable 
way? And the future uncertainty 
is compounded by the fact that 
Bangladesh faces the grim prospect 
of having to cope with the likely 
adverse effects of global warming 
and the associated rise in the seal 
level.

Adverse environment and 
ecological vulnerability can 
easily create poverty pockets, of 
which the Rangpur region is the 
most notable example (Khandker 
and Mahmud, 2012). The region 
is well-known in the famine 
literature; it was among the worst-
hit districts in the Great Bengal 
Famine of 1942-44 and was 
literally thee epicentre of the 1974 
famine in Bangladesh. The region 
is both economically depressed 
and ecologically vulnerable, it is 
prone to river erosion and frequent 
floods, crop yields are low because 
of the low soil quality caused 
by sand deposits, infrastructure 
is poor, wages are low, and 
there is very little employment 
opportunities outside agriculture. 
The ecologically vulnerable 
areas like Rangpur are also 
doubly disadvantaged because 
of being neglected by the public 
infrastructure investments and 

other development programmes. 
The people living in such areas 
thus remain trapped by economic 
geography where livelihoods 
opportunities are limited and 
vulnerable to natural disasters. 

The recent initiatives in 
combating poverty and seasonal 
hunger (known locally as monga) 
in Rangpur undertaken by the 
government and NGOs have 
produced some positive results. 
These initiatives have been 
prompted by widespread public 
awareness, which in turn has been 
largely created by media reports 
and civic activism. It has been 
argued by Amartya Sen and others 
that the incentives in democracy 
are more effective in averting major 
economic disasters like famines 
than in addressing the problem of 
endemic hunger and poverty; but 
the recent public action against 
monga is a testimony that political 
incentives in a democracy can 
be created for combating severe 
incidence of seasonal hunger 

as well, once the phenomenon 
catches public attention. However, 
lack of similar awareness may 
have resulted in neglect of other 
regions in Bangladesh that remain 
ecologically vulnerable poverty 
pockets, such as the areas on the 
eastern bank of the Jamuna in 
the Jamalpur district and in the 
western bank of Jamuna south of 
Rangpur, and the haor (depressed 
land) areas in the other northern 
districts.

More worrying is the fact that 
the southern coastal regions 
are increasingly facing threat 
to livelihoods because of 
environmental degradation and 
climate change. Although reliable 
poverty estimates are lacking, 
some districts in the southern and 
south-western coastal regions of 
Bangladesh have already emerged 
as new ecologically vulnerable 
poverty pockets. Widespread 
damage to livelihoods in these 
areas are resulting from a 
combination of factors: increasing 
intrusion of saline water due to 
reduced water flows of rivers, thus 
adversely affecting agricultural 
productivity; water-logging of 
vast land areas due to siltation of 
river beds; more frequent cyclones 
including the two devastating 
recent ones named Sidr and 
Aila; and the adverse geography 
reflected in poor infrastructure 
and remoteness to metropolitan 
centers. Thus, while the recent 
gains in mitigating monga in 
Rangpur are commendable, 

policies will need to increasingly 
incorporate ways of addressing 
the environmental degradation 
and adapting to climate change. 

Coming back to the issue of 
governance, Bangladesh provides a 
case study of a low-income country 
striving to achieve sustainable 
democracy that is also conducive 
to economic development. Among 
the low-income countries – there 
are about 80 of them according to 

Development Surprises and Challenges in Bangladesh



8AmCham

the World Bank’s definition – there 
is hardly any record of continuous 
uninterrupted democracy, let 
alone good democracy. India 
is an exception in this respect. 
Bangladesh has had a transition 
to multi-party parliamentary 
democracy in 1991. However, 
after three elected governments 
having completed their tenures 
and the fourth one nearing the 
completion of its tenure, the 
country still remains a test case of 
whether economic development 
and democracy promotion can 
proceed hand in hand in such a 
low-income country.    
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AmCham in Action
A. Gafur
Executive Director, American Chamber of Commerce in Bangladesh

We are pleased to present our 
regular AmCham quarterly Journal, 
the 18th issue. Once again, I am 
taking the opportunity to thank 
AmCham members, advertisers 
and authors for their continuing 
outstanding support for AmCham 
Quarterly Journal. The last quarter 
was again eventful, including the 
Lunch Meetings with American 
Embassy Consul General Mr. 
Jamie Fouss, Asian Development 
Bank Country Director Ms. Teresa 
Kho, and The World Bank Country 
Director Ms. Ellen Goldstein. 

Bangladesh has appeared to global 
community as a rare example to 
demonstrate a continued positive 
growth facing multiple negative 
governance issues. It has been a 
myth for many that Bangladesh 
has been managing to produce 
a 6% plus GDP growth under 
difficult circumstances for the last 
several years. 6% GDP growth is 
satisfactory, but not sufficient to 
move the country to a desired 

middle income level. I think for 
this to happen we need a higher 
growth path and creative strategy 
backed by improved governance 
at every level. Extensive use of 
Technology, adapting with the 
fast emerging new knowledge, and 
engaging the best brains of the 
society could be the key elements 
to take the country to a respectable 
level of economic development.

The following are some of the 
activities carried out by AmCham 
during the last quarter.  

April 17, 2012: Lunch 
Meeting with U.S. Embassy 
Consul General

At AmCham monthly Lunch 
Meeting for April Mr. Jamie Fouss, 
Consul General, U.S. Embassy 
Dhaka attended as a Guest of 
Honor and Speaker. In his talk 
Mr. Fouss said Bangladesh is 

an amazing place, which is 
blessed with a rich culture, many 
natural resources and most of 
all with warm, welcoming, and 

tremendously talented people. 
He thinks Bangladesh’s economy 
has expanded rapidly despite 
challenges. He emphasized on 
the facilitation of trade between 
the United States and Bangladesh 
and felt facilitation of trade 
requires facilitation of travel. 
In order for this to happen he 
introduced Business Visa Program, 
an initiative that will make the 
visa application process more 
predictable and convenient for 
business travelers associated with 
AmCham. The speech of Mr. Fouss 
has been incorporated separately.      

May 22, 2012: Lunch Meeting 
with ADB Country Director

AmCham May Lunch meeting 
was graced by Ms. M. Teresa 
Kho, Country Director, Asian 
Development Bank, Bangladesh 
Resident Mission. She spoke on 
“Need for Rapid Infrastructure 

Development in Bangladesh: 
Role of ADB”. In her address Ms. 
Kho appreciated Bangladesh as 
it has been able to maintain an 

A. Gafur 

Jamie Fouss (middle), Consul General, U.S. Embassy seen speaking at AmCham Lunch Meeting

AmCham in Action
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impressive growth rate of about 6% 
in its GDP over the past decade. She 
recognized that participation of 
women in economic and political 
activities has increased sharply; 
gender parity has been achieved 

in primary and secondary school 
enrollment. She thinks being at the 
crossroads of South and Southeast 
Asia, Bangladesh has also the 
potentials to become a regional 
trade and investment hub. She 
said infrastructure is critical for 
promoting private investment, 
and growth, as well as attaining 
faster poverty reduction. She said 

the infrastructure deficit has been 
major constraint to Bangladesh’s 
faster economic growth. 
According to Ms. Kho, ADB’s role 
in infrastructure development is 
that of an enabler and a catalyst 

for financing. ADB is committed 
to act as an enabler, providing 
capacity building to public sector 
agencies, not only to strengthen 
project implementation, but also 
to help improve the regulatory 
environment. She concluded her 
presentation saying that what 
needed in Bangladesh are the 
political will, bankable projects, 

and ongoing reforms, including 
governance and risk sharing 
mechanisms. She expressed her 
optimism that Bangladesh can 
be a middle income country by 
2021, if the infrastructure needs 
are addressed properly. The full 
speech of Ms. Teresa Kho has been 
incorporated separately.

June 03, 2012: Joint 
Chamber-wide reception for 
Mr. Latifur Rahman

AmCham Bangladesh participated 
in a reception held at Radisson 
Blu Water Garden Hotel organized 
by the major Business Chambers 
of Bangladesh, in honor of Mr. 
Latifur Rahman, Chairman, 
Transcom Group, who received 
‘Oslo Business for Peace Award 
2012’ from the Business Peace 
Foundation on May 7, 2012. This 
has been an extraordinary proof 
of Mr. Rahman’s accomplishments 
as an outstanding businessperson 
towards promoting ethical 
business practices. Mr. Rahman 
made members of the Bangladesh 
business community highly proud, 
who proved by his actions that 

M. Teresa Kho (middle), ADB Country Director seen speaking at AmCham Lunch Meeting

AmCham in Action
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deep commitment and socially 
responsible actions could bring 
best available laurels available on 
earth.

June 13, 2012: Lunch 
Meeting with the World 
Bank Country Director 

AmCham Monthly Lunch Meeting 
for June has been graced by Ms. 
Ellen Goldstein, The World Bank 
Country Director for Bangladesh 
and Nepal. She made a presentation 
on “Development with Integrity: 
Addressing the Governance 
Challenge in Bangladesh”. 
Through her outstanding 
presentation on Governance she 
discussed many vital areas, such 

as Long-Run Improvement in 
Governance and Development, 
Recent Deterioration in 
Governance, Working in a Weak 

Governance Environment, Action 
Plan against Fraud and Corruption 
Risks, Reducing Corruption Risks 
through Selectivity and Controls, 
Safeguards, Long-run Solution, 
Strengthening Budgeting and 
Public Financial Management, 
Strengthening Public Expenditure 
Management and Oversight, 
Public Procurement Reform, 
Empowering Local Government, 
Financial Controls and Corporate 
Governance, Supporting Right 
to Information, Citizen’s 
Engagement and Third Party 

Monitoring, Innovations and 
Social Accountability, Information 
Technology for Transparency and 
Results, etc. During the Question 
& Answer session Ms. Goldstein 
answered a query on whether 
Padma Bridge loan was shelved, 
saying that “Padma Bridge has not 
been shelved, I remain hopeful, 
very hopeful about Padma 
Bridge”. The presentation has 
been incorporated separately.        

June 15-24, 2012: 
Washington Doorknock

Representatives of the Asia-Pacific 
Council of American Chambers 
of Commerce (APCAC) gathered 
in Washington, DC to meet with 
the officials of Executive Branch 
of the Obama Administration, 
Congressional Leaders, to advocate 
on behalf of the AmChams in 
the Asia-Pacific region during 
APCAC’s annual Washington 
Doorknock. AmCham Bangladesh 
was represented at the Doorknock 
by its President Mr. Aftab ul 
Islam and Executive Director 
Mr. A. Gafur. In addition to the 
Doorknock activities AmCham 
President and Executive Director 
attended a meeting organized 
by the U.S. Chamber for U.S. 
Ambassador to Bangladesh Dan 
Mozena along with American 
business representatives based 
in Washington, DC, who 
have business interests in 
Bangladesh. They also attended 
a pre-scheduled meeting with 
the leaders of American Apparel 
and Footwear Association (AAFA) 
in Washington to discuss AAFA’s 
second conference in Dhaka 
in association with AmCham 
Bangladesh, following a similar 
successful conference held in 
Dhaka in November 2011.

Ellen Goldstein (middle), World Bank Country Director seen speaking at AmCham Lunch Meeting

Participants of Washington Doorknock

AmCham in Action
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Remarks by Jamie Fouss, Consul General, U.S. Embassy
(Remarks made by Consul General, U.S. Embassy at AmCham Lunch Meeting on April 17, 2012)

Jamie Fouss

Distinguished AmCham Members 
and guests

Ladies and Gentlemen:

Assalam-u-Alaikum, Namoshkar, 
Good Afternoon

I am so pleased to have the chance 
to address you here today, and 
would like to take the opportunity 
to wish everyone a belated Shubo 
Nobo Borsho. I feel especially 
honored to be speaking to you at 
the first AmCham meeting of the 
Bangladeshi new year. 

I arrived in Bangladesh about 
6 months ago, and I have truly 
enjoyed getting to know your 
dynamic, fascinating country.  
Bangladesh is an amazing place.  
Your country is blessed with a rich 
culture, many natural resources 
and most of all with warm, 
welcoming, and tremendously 
talented people.  I’ve been struck 
by the energy, resiliency, and 
entrepreneurial spirit of the people 
I’ve met here, as well as their 

love of family, and dedication to 
educating their children, the great 
sacrifices they make to give the 
next generation a better life.  As 
many of you know, Ambassador 
Mozena has often said that “the 
next Asian tiger will be a Bengal 
tiger” Having served for the last 9 
years inAsia, I wholeheartedly share 
this view. Bangladesh has great 
and growing potential in ready-
made garments manufacturing, IT, 
pharmaceuticals, silk production, 
shipbuilding, and a host of other 
industries.  Despite challenges, 
Bangladesh’s economy has 
expanded rapidly and continues 
to grow at a striking rate. 

As a longstanding partner 
of Bangladesh, the U.S. has 
contributed to this remarkable 
progress. The United States 
is Bangladesh’s largest single 
export market and its third 
largest source of remittances. 

Just as important, the U.S. is a 
leading source of foreign direct 
investment in Bangladesh and 
exports invaluable goods and 
services that allow Bangladesh 
to develop the capacity to realize 
its potential.  As we all know, 

U.S. companies provide not 
only construction equipment, 
engines, generators, turbines, 
pipelines, aircraft, dredges, 
looms, seeds, insecticides and 
an array of other capital goods, 
but also advanced technological 
and managerial expertise. These 
goods and services help increase 
agricultural productivity, 
reduce energy shortages, 
develop infrastructure, broaden 
educational opportunities, and 
improve healthcare in Bangladesh. 
U.S. exports roughly doubled in 
2011, while overall bilateral trade 
exceeded $6 billion. Our economic 
relationship contributes to the 
livelihoods of millions people 
in Bangladesh and thousands 
in the United States. It is crucial 
to fulfilling both of our nations’ 
dreams for the future. Trade 
facilitation is deeply important to 
the U.S. mission here, and to our 
Ambassador.

Facilitation of trade requires 
facilitation of travel. That’s where 
I come in.  In addition to serving 
the needs of U.S. citizens living in 
Bangladesh, I’m responsible for 
helping Bangladeshis travel to the 
United States.   More than twelve 
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thousand Bangladeshis applied 
for non-immigrant visas last 
year.  Many were visiting family, 
vacationing, or studying, but 
many were traveling for business.  
Meeting with clients or suppliers, 
inspecting capital goods or the 
cotton harvest, receiving advanced 
training, working in specialty 
occupations, transferring to 
management positions, or simply 
exploring business opportunities: 
they all play a critical role in 
the U.S.-Bangladesh economic 
relationship.

I’m told that the celebration of 
Pohela Boishak has its origins 
in a commercial holiday, that it 
marks the traditional opening 
of a new book of account 
between businessmen and their 
clients.  This seems then to be 
an especially fitting time to 
announce the opening of a new 
chapter in the Consular Section’s 
relationship with AmCham. I’m 

pleased to introduce the Business 
Visa Program, an initiative that 
will make the visa application 
process more predictable and 
convenient for business travelers 
associated with AmCham.  In 
partnership with AmCham’s 
Board, we’ve identified a subset of 
AmCham member organizations 
to participate in the pilot phase 
of this program.  Participants will 
be eligible for specially-reserved 
appointments at a set time.  The 
Consular Section will guarantee 
business travelers from participant 
organizations an interview 
appointment within two business 
days.  It’s important to note that 
this is an expedited appointment 
system, not a guarantee of visa 
issuance, and that all provisions 
of U.S. immigration law continue 
to apply.  We do hope and expect 
that this program will streamline 
the process and allow you to 
spend more time focusing on your 
business and less time worrying 

about visa issues.  Following 
a successful pilot phase, we 
look forward to expanding the 
program in the future.  All of you 
here today, and the companies 
you work for, are doing great 
work, building the economic 
relationship between the U.S. 
and Bangladesh and improving 
the lives of Bangladeshis and 
Americans alike.  We’ve designed 
this initiative in an effort to serve 
you better. 

I’d like to thank AmCham, 
particularly President Aftab ul 
Islam, Executive Director Gafur, 
and the Executive Committee 
for the time and effort they’ve 
put in to helping us develop this 
program. I’d also like to thank 
them, and you, for inviting me to 
speak to you today. It’s a privilege 
to work with you all, and I look 
forward to continuing to build 
our partnership over the next few 
years. Thank you. 
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Need for Rapid Infrastructure Development in 
Bangladesh: Role of ADB 
M. Teresa Kho 
Country Director, Asian Development Bank, Bangladesh Resident Mission
(Remarks made by ADB Country Director at AmCham Lunch Meeting on May 22, 2012)

M. Teresa Kho

Mr. Chair, Excellencies, business 
leaders, development partners, 
distinguished guests, colleagues, 
ladies and gentlemen. 

It is a great pleasure and honor for 
me to be with you today. I would 
like to express my sincere gratitude 
to the American Chamber of 
Commerce for the opportunity to 
share my thoughts with you on 
Bangladesh’s need for, and ADB’s 
role in infrastructure development, 
for accelerating growth and poverty 
reduction.

Bangladesh: A Success Story

Let me first tackle the case for rapid 
infrastructure development in 
Bangladesh. Ladies and gentlemen, 
Bangladesh maintained an 
impressive growth rate of about 
6.0% in its GDP over the past 
decade. This rate is much higher 
than the 4.8% growth rate in the 
1990s and 3.5% growth rate in 
the 1980s. Bangladesh also made 
major progress in terms of poverty 

reduction, and social development 
indicators. The 2010 Household 
Income and Expenditure Survey 
showed a reduction in poverty from 
40.0% to 31.5% over the past five 
years. Child health and mortality 
indicators have also significantly 
improved. Total fertility rate was 
sharply reduced (at 2.1 in 2010), 
life expectancy rose (at 67.7 in 
2010), and clean drinking water 
and adequate sanitation are more 
accessible. 

Women’s participation in economic 
and political activities has also 
increased sharply, and gender 
parity has been achieved in primary 
and secondary school enrollment. 
Being at the crossroads of South 
and Southeast Asia, Bangladesh 
also has the potential to become 
a regional trade and investment 
hub. The country aspires to gain 

middle income status by 2021, and 
to make substantial progress on the 
Human Development Index despite 
global shocks and frequent natural 
disasters. To be able to achieve these 
goals, Bangladesh needs to grow 
much more rapidly and inclusively. 

For creating conditions for high 
and sustained growth, it is essential 
to improve infrastructure including 
power, gas, ports, railways, roads 
and urban services. 

Importance of Infrastructure

Infrastructure is critical for 
promoting private investment, and 
growth, as well as attaining faster 
poverty reduction. Infrastructure 
development expands the 
economy’s productive capacity and 
provides people greater access to 
education and health services, water 
and sanitation, employment, credit, 
and markets. Better infrastructure 
also reduces vulnerability of the poor 
to economic shocks and natural 
disasters, enhances their well-being 
and encourages investments in 
human capital and more productive 
economic activities. 

Infrastructure in Bangladesh

Infrastructure investments in
Bangladesh e.g. in energy, 
transport, water supply, and urban 
development, could not keep pace 
with the country’s rapidly growing 
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needs. Public investments in 
infrastructure remained stagnant 
at only 3.2% of GDP in 2011. As 
shown in the World Economic 
Forum’s Global Competitiveness 

Report for 2011–2012, Bangladesh 
lags far behind other countries in 
South Asia in infrastructure. 

The infrastructure deficit is a 
major constraint to Bangladesh’s 
faster economic growth. Years 
of underinvestment resulted in 
poor access to basic infrastructure 
for a large part of Bangladesh’s 
population, particularly the 
economically disadvantaged and 
those in rural areas. As Bangladesh 
experienced strong economic 
growth in recent years, historical 
underinvestment in infrastructure 
further pushed the demand for 
power, gas, ports, roads, railways, 
and water supply and sanitation. It 
is clear that Bangladesh needs huge 
investment in these areas. 

Let’s take the case of electrification. 
Although 90% of urban households are 
connected to electricity, only 42.5% of 
rural households have access. 

Bangladesh’s road network needs much 
better repair and maintenance. The 
railways system and rail services need 
major improvement through paying 
greater attention to strengthening 
management and administration. 
The inland waterways are abundant 
but remain largely unregulated 

and underutilized. Although air 
transport infrastructure in Dhaka 
and Chittagong has substantially 
improved, the limited capacity of 
cargo transport services remains a 

major bottleneck to expanding trade. 
Chittagong port, which handles 85% 
of the country’s sea-borne traffic, 
needs to further improve, boost 
labor productivity, and improve 
management. Intermodal transport 
linkages need improvement, and 
will become increasingly important 
if trade within South Asia expands, 
and for Bangladesh to fulfill its full 
potential of becoming a regional 
transport and transshipment hub. 
Access to sanitation and safe water 
needs to improve. 

Infrastructure Development: 
ADB Policies and Strategies

This year marks ADB’s thirty-
ninth year of lending operations 
to Bangladesh. As a long-standing 

development partner of Bangladesh, 
one of the main focuses of ADB 
has always been infrastructure 
development of the country. At 
the corporate level, infrastructure 
development is central to ADB’s 
long-term strategic framework 
(Strategy 2020).  ADB’s country 
partnership strategy 2011-2015 for 
Bangladesh prioritizes inclusive 
economic growth, environmentally 
sustainable growth and regional 
cooperation for enhancing growth 
and reducing poverty and inequality. 
ADB’s infrastructure assistance is 
fundamental to achieving poverty 
reduction, narrowing development 
gaps, promoting environmentally 
sustainable growth, and deepening 
regional integration. 

We at ADB also promote clean and 
renewable energy investments. 
We support sustainable urban 
infrastructure including water and 
sanitation, as well as sustainable 
transport investments, such as ADB’s 
recently approved Greater Dhaka 
Sustainable Urban Transport Project, 
which includes a bus rapid transit 
system. ADB also assists in policy and 
regulatory reforms in infrastructure, 
and makes direct investments in 
infrastructure projects. 

Under Strategy 2020, ADB promotes 
a larger role for the private sector 
in financing infrastructure. ADB 
also promotes public–private 
partnerships through loans, 
equities, and credit enhancements 
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(partial credit and political risk 
guarantees). ADB is keenly aware 
that improvements in the country’s 
domestic debt market will be 
indispensable for increasing the 
flow of funds into infrastructure 
development. 

ADB Assistance in 
Infrastructure Development 
of Bangladesh

Let me now provide a brief 
overview of our intervention. ADB’s 
focus on Bangladesh infrastructure 
development has further been 
sharpened in recent times. We have 
a large program in the transport 
sector of Bangladesh supporting 
improvement and expansion of 
roads, bridges, railways, and ports. 
Our current portfolio supports 
improvement and rehabilitation of 
road networks, connectivity, and 
transport efficiency; improving 
rural transportation, improvement 
of Chittagong port efficiency and 
port trade facilitation; reform of 
Bangladesh Railway; development of 
transport corridors; and emergency 
disaster damage rehabilitation. 
Besides helping to build, repair and 
upgrade roads, we assisted to build 
Bangabandhu Multipurpose Bridge, 
Bangabandhu Bridge Railway Link, 
and upgrading the Chittagong 
port through the following: (i) 
installation of a computerized 
terminal management system, (ii) 
an automated system for customs 

data management, (iii) installation 
of container scanners needed to 
meet new security initiatives, and 
(iv) constructing an access road 
link from Chittagong port to two 
container terminals at the port. 
ADB is now expanding its focus on 
improving railways and developing 
bus rapid transit systems.

As Bangladesh’s largest 
development partner in the 

power sector, ADB is providing 
a large share of the country’s 
energy financing. ADB assistance 
contributed to critical power sector 
reforms, including the significant 
upgrading of the transmission and 
distribution systems, installation 
of an electrical interconnector 
between the eastern and the 
western parts of the country, and 
improvement in the management 
and operational efficiency of 
the power entities. In the gas 
sector, ADB helped Bangladesh 
develop major gas fields (Titas, 
Habiganj, and Bakhrabad), gas 
transmission systems, and most of 
the distribution networks across 
the eastern part of the country 
as natural gas accounts for more 
than 70% of commercial energy 
in Bangladesh. The gas sector has 
attracted private sector investment 
for upstream gas production and 
doubled production capacity since 
1999, but the country is again 
facing gas shortages due to the fast-
rising demand for gas.

ADB assistance helped improve 
water supply, sanitation, and solid 
waste management systems in 
secondary towns. For instance, we 
are involved in the augmentation 
and rehabilitation of the water 
distribution network in Dhaka, 
where we have provided a $150 
million loan to Dhaka WASA. 
At the same time, through our 
Urban Governance Infrastructure 
Investment Program, ADB, along 
with cofinanciers, KfW and GIZ, 
provided $127 million to help 
build institutional capacity of the 
municipalities in installing and 
maintaining participatory water, 
sanitation, and waste management 
facilities. Through our Second 
Small Towns Water Supply Project, 
ADB along with the OPEC Fund 
for International Development 
provided $50 million. After the 
floods of 1988, 1998, 2000, and 
2004, and the cyclones of 1991 
and 2007, ADB helped Bangladesh 
recover quickly from the devastation 
caused by recurring natural 
disasters through nine emergency 
rehabilitation projects. From 1999 
to 2008, ADB approved six disaster-
related loans totaling $775 million. 
This emergency assistance restored 
flood embankments, and helped 
reopen roads and bridges to restore 
economic activity and access to 
markets, hospitals, and schools. 

In addition to physical 
infrastructure, ADB provided 
significant assistance in developing 
and improving the country’s 
social and financial infrastructure 
through investment, policy support 
and grants. ADB assistance helped 
improve the quality and access to 
education. For instance, in the Third 
Primary Education Development 
Program, ADB, along with other 
development partners mobilized a 
total amount of $1.01 billion with 
ADB providing $320 million. In the 
agriculture and natural resources 
sector, ADB assisted to intensify 
and diversify crop production to 

Need for Rapid Infrastructure Development in Bangladesh: Role of ADB



17AmCham

boost rural incomes and improve 
food security. ADB also supported 
Bangladesh in developing capital 
market regulation, infrastructure 
and support facilities. Rural 
microfinance, Small and Medium 
Enterprise financing, and leasing 
industry development also received 
significant attention. 

Role of ADB in Infrastructure 
Building

Let me now focus on our role in 
infrastructure development. Our 
role is that of an enabler and a 
catalyst for financing. ADB’s public 
sector financing alone will not be 
able to generate the investment 
needed to provide the required 
level of infrastructure facilities. We 
partner with the government to help 
provide an appropriate enabling 
environment for the private sector 
to grow and thrive in, as the private 
sector can ensure more efficient 
allocation of resources and can be 
an enduring source of economic 
growth. Significant opportunities 
thus exist for the public and private 
sectors to come together to make 
the often very large and complex 
investments happen. In the 
context of Bangladesh, while the 
government has made progress on 
reforms for establishing a framework 
conducive to infrastructure 
development and broadening the 
range of financing modalities, 
Bangladesh still faces formidable 
challenges in implementing 
these reforms. ADB is committed 
to act as an enabler, providing 
capacity building to public sector 
agencies, not only to strengthen 
project implementation, but also 
to help improve the regulatory 
environment. Our financing alone 
for a private sector project will 
not be sufficient. Our policy is 
to finance up to 25% of the total 
project cost. Our role, therefore, is 
to steer public-private partnership 
projects through commercial and 
risk-sharing arrangements.

In the area of private sector 
operations, ADB seeks to build on its 
existing strength in infrastructure 
and capital markets development, 
and catalyze private investment 
through direct financing, credit 
enhancements, and risk mitigation 
instruments to private sector 
projects. We have specific criteria. 
The projects should be bankable, 
aligned to ADB’s Country 
Partnership Strategy, and it should 
have a strong development impact. 
ADB can provide direct funding 
assistance through loans and equity 
investments. ADB also offers political 
risk guarantee and partial credit 
guarantee instruments to enhance 
the risk profiles of transactions to 
attract and encourage both foreign 
and local commercial lenders to 
projects in the developing member 
countries. Through cofinancing 
and guarantees, ADB supports local 
investors, domestic banks, and 
financial institutions to provide 
funds on suitable terms for ADB-
assisted development projects. ADB 
also mobilizes additional resources 
for projects through a “B-loan” 
arrangement. 

ADB supported several successful 
private sector initiatives in 

Bangladesh. Currently, ADB has 
been assisting 12 private sector 
banks in Bangladesh to offer trade 
finance support to importers and 
exporters. With ADB support, the 
government has developed new 

PPP Policy and Guidelines, and 
established an autonomous PPP 
Office under the Prime Minister’s 
Office and a PPP Unit within the 
Ministry of Finance. In 2008, ADB 
also approved a Public–Private 
Infrastructure Development 
Facility which will finance private 
sector-sponsored infrastructure 
subprojects in Bangladesh. In 
transport, the Chittagong port 
access road has been handed over to 
the private sector for operation and 
maintenance, with the backing of 
ADB. The government is expected 
to build the first expressway under 
PPP, using the design prepared under 
an ADB project. ADB also supported 
the Meghnaghat Power Project, 
which is the first PPP power project 
in the country, and GrameenPhone, 
which substantially expanded rural 
access to mobile phone services. 

Infrastructure and Inclusive 
Growth

At this point, let me dwell on 
the development aspects of 
infrastructure. Reflecting ADB’s 
Strategy 2020 and the government’s 
policies, ADB attaches high 
priority to inclusive growth in 
its operations in Bangladesh to 

ensure that the disadvantaged and 
impoverished participate in and 
benefit from growth. For those 
living in poverty, improved access 
to education and health services 
can be vastly improved through 
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better infrastructure such as roads, 
electricity, communications, water 
supply, and sanitation services. 
For example, with better roads 
and access to water, girls are freed 
from the drudgery of fetching 
water for hours each day, making 
school a realistic option. Similarly, 
improved health in rural areas 
is crucially dependent on the 
availability of safe drinking water, 
sanitation, and access to transport. 
Such examples reemphasize 
the vital role of infrastructure 

in achieving many of the 
Millennium Development Goals. 
ADB also focuses on welfare of the 
marginalized and disadvantaged 
groups including indigenous 
people, women, displaced masses, 
disabled, and people in remote 
and disaster-prone areas to enable 
them to benefit from mainstream 
development. To promote 
development in rural areas, which 
is home to about 74% of the 
nation’s poor, ADB has also helped 
generate employment; renovate 
or build rural roads and associated 
infrastructure; and improve access 
to markets, trading centers, and 
social services.

Infrastructure and Regional 
Cooperation

Infrastructure underpins 
connectivity. Connectivity through 
infrastructure is critical for sustained 
economic and inclusive growth. 

Cross-border infrastructure helps 
raise household incomes through 
improved access to markets and 
increased access for the poor to grasp 
economic opportunities and take 
advantage of basic social services. 
Improved infrastructure enables 
the cost-effective movement of 
goods, services, and people across 
boundaries. In order to benefit from 
the expansion of markets and trade, 
national infrastructure systems 
must be connected through global 
and regional links. 

Infrastructure development 
offers the foundation on which 
Bangladesh can seize and capitalize 
on the opportunities ushered in 
by globalization and regional 
integration. While there has been 
considerable investment in the 
construction of the road transport 
network in the past two decades, 
further improvements in the 
network are required, especially 
to enhance physical access to the 
neighboring countries, i.e. Bhutan, 
India, Nepal and Myanmar.

Besides supporting in various studies 
and research works, ADB is working 
to develop investment projects for 
transport logistics and trade facilitation 
among Bangladesh, India, Bhutan, 
and Nepal. ADB is also helping the 
interconnection of Bangladesh–India 
power grids, and is helping improve 
infrastructure for regional tourism 
by connecting the Buddhist circuits 
in Bangladesh, India, and Nepal. 

A regional information highway 
project is helping the South Asian 
countries to improve cross-border 
information and communication 
technology (ICT) infrastructure and 
connectivity. 

Infrastructure and Good 
Governance

Let us now take into consideration 
risks. Infrastructure, for which the 
public sector is often the regulator, 
operator, owner, and/or financier, 
is particularly prone to high risks. 
Conflicting interests affecting 
the selection of bidders and 
corruption during the execution of 
transactions and implementation 
of projects often mar the process 
of infrastructure development. 
Transparency in the design, bidding, 
execution, and operation of 
projects can reduce the overall costs 
of infrastructure provision to the 
public at large. We are working with 
Bangladesh to improve governance 
in infrastructure development and 
all other activities to sustain the 
outcomes of infrastructure projects.

It might be relevant to mention that 
ADB has made good governance 
a strategic priority in its assistance 
to Bangladesh, focusing on 
catalytic support for the country’s 
anticorruption commission; 
separation of the judiciary from 
the executive; transparency, and 
accountability; and for building 
governance management capacity 
in cooperation with other 
development partners. ADB has 
also encouraged incremental 
improvements in education, health, 
energy, power, and transport 
through the strengthening of 
financial management systems, 
internal controls and audits, and 
accounting and procurement 
practices.

Lessons Learned 

It is essential to provide the 
‘right mix’ of small and large-
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scale infrastructure to promote 
the desired pattern and quality 
of growth, and at the same time, 
realize the pro-poor potentials 
of growth. In this context, three 
channels of infrastructure to 
provide the investment-growth-
poverty reduction linkages 
could be identified. Smaller size 
infrastructure, e.g. in health, 
education, water supply, rural 
roads and electricity improves 
socioeconomic environment of the 
people and enhances capabilities 
of the poor. Secondly, larger 
physical infrastructure helping 
the poor avail the economic 
opportunities of growth through 
better access to market and 
services, improve labor mobility 
and promote investment in more 
profitable economic activities. 
Third, large-scale infrastructure 
that supports the realization of the 
benefit of policy reforms through 
better socioeconomic and spatial 
integration of the economy. 
For maximizing the growth 
and poverty reducing impact of 
infrastructure, it will be necessary 
to ensure a right combination 
of sectoral and sub-sectoral 
infrastructure facilities and linking 
the infrastructure investments 
with sectoral infrastructure service 
requirements.   

Policy and institutional reforms are 
needed to encourage alternative 
sources of infrastructure investment 
for supplementing public resources 

in infrastructure. Boosting 
infrastructure investment requires 
regulatory reform and a substantial 
increase in the government’s 
project implementation capacity. 
Greater reliance on transparent 
and well-regulated public–private 
partnerships can help close the 
infrastructure gap and improve 
service provision. 

Conclusion

Ladies and gentlemen, as you are 
aware, infrastructure deficiencies, 
poor management and cost 
recovery and inefficiency of services 
act as major drags on economic 
development in Bangladesh. 
Availability of infrastructure 
needs to be upgraded to diversify 
production, expand trade, provide 
basic services, reduce poverty 
and improve environment. Good 
infrastructure is essential for raising 
farm and non-farm productivity 
resulting in higher wages and 
employment opportunities for the 
poor, lowering production cost and 
improving competitiveness leading 
to sustained increase in long-term 
growth and poverty reduction in 
Bangladesh. 

The infrastructure challenge for 
developing Bangladesh is one of 
the most daunting that we face 
today. It involves far more than just 
the size and cost of infrastructure 
demands. We must work diligently 
to be innovative, yet financially 

responsible, in mobilizing funds to 
deliver successful, sustainable and 
robust infrastructure projects. One 
prudent way to that end is public-
private partnerships. We must 
improve our ability to coordinate 
and integrate all elements of 
these complex public-private 
partnership initiatives. And we 
must maintain solid partnerships 
with all stakeholders throughout 
the process. This is no easy task. As 
I mentioned earlier, we act as an 
enabler and a catalyst. I believe that, 
together, we can better consolidate 
our resources to process and 
manage successful and sustainable 
infrastructure projects.

What are needed are the political 
will, bankable projects, and ongoing 
reforms, including in governance 
and risk sharing mechanisms. None 
of this will come without cost – but 
to neglect concerted action now 
will mean we all pay a much higher 
price later. ADB is keen to partner 
with the government, the private 
sector and other stakeholders 
to build capacity, enhance the 
enabling environments, deepen 
local capital markets, and provide 
risk-mitigating instruments for 
greater private sector involvement 
in infrastructure development 
in Bangladesh. I firmly believe 
that Bangladesh can be a middle 
income country by 2021, if the 
infrastructure needs are addressed 
properly. 

Thank You.
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The Euro Crisis Endgame and the Implications for 
Bangladesh
Ifty Islam 
Asian Tiger Capital Partners, Bangladesh

Despite the Greek and Spanish 
bailouts, things are getting worse 
in the Euro crisis. In Spain, 
Bond yields have risen to over 
7.5% last week, on the back of 
disappointing government bond 
auction and the failure of one of 
its regions (Valencia) that now 
needs help from Madrid. In line 
with this bad news on the state 
of the government coffers, the 
cost of buying an insurance policy 
against Spanish default (credit 
default swap premia) is up, and 
is increasingly diverging from 
Italy’s (see chart). Investors’ views 
of Spanish companies are just 
as gloomy as of its government 
finances. The Spanish stock-
market—the IBEX 35—is down 
30% this year.

As Reuters reported on July 29:  
“Over the past couple of years, 
Europe has muddled through a 
long series of crunch moments in 
its debt crisis, but this September 
is shaping up as a “make-or-
break” month as policymakers 
run desperately short of options 
to save the common currency. “In 
that month a German court makes 
a ruling that could neuter the new 
euro zone rescue fund, the anti-
bailout Dutch vote in elections 
just as Greece tries to renegotiate 
its financial lifeline, and decisions 
need to be made on whether 
taxpayers suffer huge losses on 
state loans to Athens.

On top of that, the euro zone has 
to figure out how to help its next 
wobbling dominoes, Spain and 
Italy - or what do if one or both 
were to topple.

Compounding the problems, 
Greece is far behind with reforms to 

improve its finances and economy 
so it may need more time, more 
money and a debt reduction from 
euro zone governments.

If Greek debt cannot be made 
sustainable, the country may have 
to leave the euro zone, sending 
a shockwave across financial 
markets and the European 
economy. Athens wants two more 
years than originally planned to 
cut its budget deficit to below 
3 percent of GDP, so as not to 
impose yet more spending cuts 
on a country which is already in 
a depression.

This would mean Greece’s 130 
billion euro second bailout 
package may need to be increased 
by 20-50 billion euros, according 
to estimates by some euro zone 
officials and economists, and 
there is no appetite in the euro 
zone to give Greece yet more extra 
money.

If Spain needs a bailout then the 
scale of the problem will become 
much more severe than for Greece 

with some talking of a potential 
bailout cost of E 650 bn. If Spain,
the euro zone’s fourth biggest 
economy and the world’s 12th, 
loses affordable market financing 
the next domino at risk of falling is 
Italy - the euro zone’s third biggest 
economy and a member of the G7 
group of big wealthy nations.

A bailout of Spain would probably 
be double those of Greece, Ireland 
and Portugal combined, while 
Italy’s economy is twice as large as 
Spain’s again.

European Central Bank (ECB) 
President Mario Draghi in a 
speech in London on July 26 
gave the markets some relief 
when he stated the ECB was 
ready to act, indicating it may 
revive its program of buying 
bonds of troubled governments 
on the secondary market. He 
stated: “Within our mandate, 
the ECB is ready to do whatever 

it takes to preserve the euro. And 
believe me, it will be enough…” 
Ultimately, over the next 12-18 
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months we see the Euro crisis 
can be seen as a slow moving 
train-wreck to wards to the 
eventual exit from the Euro of 
not only Greece but also Spain 
and even Italy leaving a smaller 
Euro zone of Northern Europe. 
But during this period, the 
European recession is likely to 
get significantly worse. 

Implications for Bangladesh

As the World Bank noted in its 
recent June 2012 Economic Update 
The looming Euro crisis can affect 
the Bangladesh economy through 
exports, remittance, and aid 
inflows. World Bank projections 
anticipate euro zone growth to 
decline to -0.3 percent in 2012 
and rise slightly to 1.1 percent in 
2013, compared with 1.7 percent 
in 2010 and an estimated 1.6 
percent in 2011.13  The initial 
major impact on Bangladesh 
would arise from a decline in EU 
imports and trade finance, with 
a smaller impact expected in the 
US market.  Bangladesh can be 
expected to suffer from second 
round effects as well, including 
impact on non-garment exports 
and remittance due to reductions 
in derived demand from regions 
hit hardest in the first round.  
Export growth in FY12 has 
already slowed considerably to 
less than 9 percent, and this may 
improve only marginally to 12 

percent in FY13. While the direct 
effect of the Euro zone crisis on 
remittances may be small, the 
indirect effects could be more 
significant.   

However we would argue that 
Bangladesh will prove more 
resilient than other countries in 
the region. Bangladesh may be 
relatively resilient as a result of 
the so called “Walmart effect” 
seen during the global crisis of  
in 2008/09, when $1 t-shirts in 
Walmart had become more popular 
than $10 t-shirts in JC Penney. A 
less appreciated phenomenon was 
the catalytic effect of the global 
crisis on accelerating the relocation 
of production to the lowest cost 
centres in the world. Bangladesh 
was a big beneficiary there. 

In addition, Bangladesh is already 
benefiting from the sharp decline 
in global energy prices as a result 
of the Euro crisis. It can be seen 
that the Bangladesh economy is a 
leveraged plane for low oil prices 
on 2 fronts:

If oil prices fall another 30-40% 
globally because of another 
move into global recession, 
inflation will come down. 
Peak in inflation and peak in 
interest rate will be lower than 
expected in Bangladesh. So 
the global recession will help 
Bangladesh Bank tackle cost 
push inflation. 

The budget deficit of Bangladesh 
worsened by a million dollars 
because of cost of rental power 
plants and cost of fuel. So if 
oil prices come down, it will 
have a substantial benefit to 
the budget deficit, and reduce 
crowding out. 

Finally, although Bangladesh’s 
stockmarket is currently in the 
doldrums, if the Euro crisis triggers 
another major down move in 
global equities, Bangladesh may be 
a beneficiary of foreign portfolio 
flows. Bangladesh is one of the 
least correlated stock markets, 
both with the S&P500 and other 
frontier markets and is a very 
attractive diversification play. One 
reason for this is that investment 
in the Dhaka Stock Exchange is 
overwhelmingly local. Only 2-
3 per cent of the stock market is 
held by foreigners – down from 
about 30 per cent in 1996-97.

So while the unraveling of the 
Euro will continue to exert 
pressure on some sectors of the 
Bangladesh economy, and export 
companies with exposure to 
Europe, on a relative basis to its 
regional peers, as with the global 
crisis, Bangladesh’s resilience is 
likely to see it standout versus 
other countries in EM space. 

Note: Ifty Islam is the Managing Partner of Asian 
Tiger Capital Partners. He can be reached at: 
Ifty.islam@at-capital.com
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Thin Film Solar Module Is the Perfect Solution for Home 
Solar System and Solar Irrigation System in Bangladesh
Firoz Alam
Alpha Solar Energy, Canada

Background

Bangladesh has always held a 
great promise. Despite political 
instability, poor infrastructure, 
corruption, insufficient power 
supplies, and slow implementation 
of economic reforms, the economy 
has grown by more than 6 percent 
per annum in the recent years... 
The gross domestic product (GDP) 
growth for the next fiscal year has 
been set at 7.2 percent expecting 
that trade and agriculture will 
continue to thrive and the global 
economy will turn around by 
2013. The international Monetary 
Fund (IMF) has indicated that 
Bangladesh’s economy has become 
the 48th largest in the world and 
is worth US$225 billion on a PPP 
basis. Similarly JP Morgan, a global 
leader in investment banking 
has also included Bangladesh 
in their Frontier Five, based on 
relative market attractiveness. 
Price Waterhouse Cooper (PWC) 
has included Bangladesh in their 
new PWC 30 list considering its 
potential growth. The present 
Government has set ‘’Vision 
2021’’ to move Bangladesh to a 
middle income country by 2021. 
In line with this strategic vision, 
the Government of Bangladesh 
has undertaken massive program 
for infrastructure development in 
partnership with the private sector 
including FDI, in particular, in the 
power and energy sector. (UK Trade 
and Investment, Sept 11, 2011).

Thin Film Solar Panel 

Power crisis is one of the major 
problems in Bangladesh. Despite 
government’s effort, there is still 

huge gap between demand and 
production of power, impacting 
adversely on our growing 
economy. Government’s “quick 
rental” efforts are not adequate to 
meet the crisis. Considering the 
issue, this paper suggests toward 
implementing Thin Film Solar 
Panel in Bangladesh, which is 
widely used in different developed 
countries globally.

Thin Film Solar Panel outperform 
higher in overcast/cloudy sky/
areas prone to hazy/low light 
conditions, as well as better 
performance in high temperatures 
or in dusty and  high degrees of 
air particulates compare to Mono 
or Poly Crystalline. Mono and 
Poly Crystalline cannot produce 
electricity in cloudy sky, and low 
performance at high temperature 
and dusty air particulars; without 
full sun shine it cannot generate 
electricity. In hazy area, cloudy 
sky, and dusty area, the output/
DC kW of the thin-film modules 
is about 10% higher that of the 
mono crystalline.

The term “Thin film solar panels” 
refers to the fact that these types 
of solar panels use a much thinner 
level of photovoltaic material 
then mono-crystalline or multi-
crystalline solar panels. Amorphous 
silicon (a-Si) is the non-crystalline 
form of silicon.  Thin film solar 
cells consist of layers of active 
materials about 10 nm thick 
compared with 200- to 300-nm 
layers for crystalline-silicon cells. 
It is the most well developed of 
the thin film technologies having 
been on the market for more 
than 15 years. It is widely used in 

private homes, buildings, remote 
facilities, calculators. United Solar 
Systems Corp (UniSolar) pioneered 
amorphous-silicon solar cells and 
remains a major maker today, as 
does Sharp and Sanyo. Some thin 
film panels has the performance 
guarantee 92% at 10 years, 84% 
at 20 years, 80% at 25 year (of 
minimum power).

Efficiency

Uni-Solar expects to be able to 
push its conversion efficiency to 
12% by 2012 and believes it has 
the potential to reach 20+% for its 
product line. Sanyo has developed 

Hybrid Technology, a hybrid 
solar cell by applying coatings 
of amorphous silicon onto a 
mono-crystalline solar cell (see 
accompanying diagram). They call 
this a HIT Solar Cell, and it has a 
20.2% efficiency rating.

Besides the high efficiency rating, 
these cells take advantage of the high 

performance of amorphous silicon 
at higher temperatures (above 25˚ 
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C) with the result that Sanyo claims 
the cells produce about 10% more 
electricity as temperatures rise 
than mono-crystalline silicon cells 
– making them worth considering 
if you are in a location where 
temperatures frequently exceed 
25˚ C. (the operating temperatures 
range from –20˚C to 46˚C).

Advantages

Thin-film modules “can outperform 
monocrystalline in overcast / 
cloudy /low light conditions, areas 
prone to hazy, as well as better 
performance in high temperatures 
or in industries that generate dust 
or high degrees of air particulates. 
They are also superior when there 
is frequent fog, such as in coastal 
areas. The reason, he says, is the 
sensitivity of the thin-film cells to a 
broader span of the solar spectrum, 
including infrared and ultraviolet 
regions.

Amorphous silicon can be 
produced in a variety of shapes 
and sizes (e.g., round, square, 
hexagonal, or any other complex 
shape. This makes it an ideal 
technology to use in a variety of 
applications such as powering 
electronic calculators, solar 
wristwatches, garden lights, 
and to power car accessories. 
Small solar cells used in pocket 
calculators have been made with 
a-Si for many years.

Another advantage of thin-film 
modules is that less interconnect 
is needed between cells, so that 
there is less rise in resistivity and 
heat loss on hot days. In hazy 
area, cloudy sky, and dusty area 
the output/DC kW of the thin-
film modules is about 10% higher 
that of the mono crystalline.

California, United States 
[RenewableEnergyWorld. com]
Side-by-side crystalline and thin-
film photovoltaic installations 
at a water treatment plant in 
California’s Central Valley should 
provide a clear indication of 
which provides the best energy 
production and cost benefit 

performance over varying climatic 
conditions within a year.

The performance of thin-film 
modules under the hazy, often 

foggy conditions is attracting 
considerable interest in the 
California valley region, according 
to Vincent. For example, a 188-kW 
thin-film fixed solar array is being 
installed by Conergy in Hanford, 
CA, for Verdegaal Brothers, a 
fertilizer, warehousing and soil 
and water amendment supplier.

Green Energy Building

BIPV Solar Panel is made out of 
thin film module which is widely 
used to make a green energy 
building for the wall of High Rise 
Building, On-Grid, Off-Grid Solar 
Power Plant, Solar PV System for 
Home, Office and Industry.

BIPV Solar Panel With variety of 
colors option:

Application of BIPV Thin Film 
Modules for the Shopping Mall

Application of BIPV Thin Film 
Modules in the wall

Finally, it is being suggested that 
Thin Film Solar Module may be 
a better and possible solution 
for home solar system and solar 
irrigation system in Bangladesh 

and thereby reducing the power 
crisis to a great extent.

Note: Firoz Alam, B.S.in Aeronautical Eng; CEO; 
Alpha Solar Energy, Canada. Email: info@
alphasolarenergy.ca, www.alphasolarenergy.ca

Brown Chocolatebrown Hepatic Sage green Others

Concordia University, QC - Canada
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Bangladesh Old Age Income and Social In/Security: On 
Razor’s Edge
Kavim V Bhatnagar
Ministry of Finance, Government of Bangladesh

Backdrop

It would not be specious to state 
that the prima facie evidence of 
Bangladesh census suggest that 
the country might be heading for 
an old age poverty crisis over next 
few decades unless it wakes up 
now. The population is still young 
(93% below aged 60 years) and yet 
ageing rapidly with the decadal 
growth rate of senior citizens at 
32% simply outpacing the 15% 
National population (decadal) 
growth by more than double.   An 
interesting phenomenon that has 
been observed across Bangladesh 
is that the while the proportion 
of Children’s (Aged 0 – 14 years) 
population has declined by over 
16% (37.3% in 2000 and 31.3% 
in 2010), the proportion of youth 
(Aged 15 – 64 years) have grown 
by 9% (58.7% in 2001 and 64.1% 
in 2010). But to beat it all, the 
proportion of Senior Citizens 
(Aged 65 +) have exploded by more 
than 15% (4% in 2000 and 4.6% in 
2010). Inclusion of population for 
aged 60 and above the population 
is 6.74%. According to one 
estimate of a 32% decadal growth 
in senior citizens, Bangladesh is 
likely to have 31,208,778 senior 
citizens by 2050, more than three 
times what it is today.

It is known to be one of the 
world’s poorest countries and 
yet has done well as displayed 
bya declining trend of poverty 
by 1% each year since 1990s (1). 
However, it is unable to escape 
from extreme poverty, as the data 
from World Bank suggest that 
there is still 40% of the population 

below the national poverty line 
(2).Whileanother estimate from 
Chronic Poverty Research Center 
shows that about half of the 
poor survive with US$ 1.25 a day.
While one of the main causes 
of rural poverty is the country’s 
geographical and demographic 
characteristics, urban poverty 
owes it to limited employment 
opportunities, degraded 
environment, and bad housing 
and sanitation. It is pointed out 
that overall poverty is largely due 
to fast growing population rate and 
a faster growing senior citizens’ 
population. With old age poverty 
being a universal phenomena, 
it places huge pressure on the 
earning capacities of the younger 
cohort, the environment, causing 
problems such as reduced 
consumption income, higher 
health expenditure, which in turn 
leads to low productivity.

The traditional joint family 
system prevailing in the country 
shielded the elderly within 
the family structure. However, 
modernization of society 
with break-up of joint family 
system, urban and out-country 

migration of youth and economic 
degradation in the society are 
giving rise to the problem for 
the aged and hence elderly care 
has become a major concern for 
the society. The Ageing issues are 
yet to be fully understood and 
receive policy level attention by 
the government and civil society 
including academicians.

Majority of Bangladesh’s ageing 
working poor are also highly 
vulnerable to old age poverty 
since they are not only excluded 
from access to formal pension 
provisions, but are also unable 
to access any regulated insurance 
and retirement motivational 
savings product at an affordable 
transaction cost. Empirical 
evidence suggests that while there 
is limited existence for risk of life 
(life insurance), coverage of risk 
of longevity (pension) is mostly 

unheard of. The paper explores 
the possibility of introducing 
alternatives that could prove to 
be long term sustainable solutions 
in fighting old age poverty for the 
vast ageing population. It requires 
sustain and concerted efforts 
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on part of various stakeholders 
including Government, Civil 
Societies, NGOs, MFIs, Unions 
etc.

Modern Transformation 
Precipitates Demographic 
Insecurity

Rapid urbanizationand the growth 
of population in urban areas 
are mostly due to rural-urban 
migration. In this process of rural-
urban migration, mostly young 
and young adults are prone to 
migrate, leaving the aged behind, 
causing more aged people in rural 
areas. This is also in conformity 
with the situation faced by many 
developing countries of the 
world.

Higher Longevity: Over past 
few decades, Bangladesh has 
experienced demographic 
transformation, major amongst 
them being a rapid population 
growth in urban areas and lower 
fertility with higher longevity. 
With the increase of urban 
population, particularly to the 
larger urban areas, Bangladesh 
have also gone through the 
consequences of demographic 
transition affecting the age 
structure and also experiencing 
more aged people in rural areas. 
The population above the age 
of 60 recently crossed the 10 
million. Increased life expectancy 
caused by improvement in living 
condition, health care, education 
and technology as well as changing 
demographic structure of the 
country is resulting in increase in 
proportion of elderly people.

The intergenerational support 
where the elderly supported 
the social lives of younger 
generation and the latter 
supported economically to look 
after the elders relied heavily on 

traditionally joint family structure. 
With the dismemberment of 
joint family structure a lot many 
older people are likely to live in 
absolute poverty after a life style of 
deprivation, ill health and social 
isolation. The neglected, ignored 
and ill fated elderly people of 
the country who established the 
present generation with all they 
had in their youth now are living 
in distress. 

Gender Vulnerability: With 
frequent breaks in their working 
age due to child birth and 
rearing, coupled with a higher 
life expectancy at retirement age 
of 60 but little or no savings, 
exposes their vulnerability to old 
age income insecurity. By the 
time they realize that they ought 
to have saved for their old ages, 
they have already missed the 

bus. The majority (68%) of older 
women are widowed compared to 
only about 7% of men. Widowed 

women have no security, are more 
dependent on family and face 
worse socio-economic condition 
compared to men. 

Adverse Indices and Ratios: While 
the Aging index(3) for Bangladesh 
was 12.8 in 2000 it marginally rose 
to 16.7 (World 38.7) in 2007 and 
are likely to reach 32.4 by 2025 
and 79.3 (World 107.4) in 2050 
(UN, 2007). It is a clear indication 
that while the population of 
Bangladesh is still young when 
compared to world population, 
the country’s population is ageing 
rapidly with a high degree of 
acceleration.

Life expectancy at birth in 
Bangladesh has increased from 
55.1 in 1988 to 64.9 in 2002.  
Similarly, life expectancyat 60 has 
also shot up to two decades (4). 

More people are surviving to old 
age and they tend to live longer. 
Over the next four decades global 

Exhibit I.  Population Pyramid in Bangladesh

Bangladesh depicts 
fairly Young 
Population in the 
year 2010 with a 
normal pyramidal 
distribution of ages. 
More than 90% of 
its population is 
below 60 years age.

Fattening Top by 
year 2050 would 
swell the population 
of senior citizens 
to whooping 31 
million by 2050. 
Imagine if more 
than 90% of them 
do not have any 
pension and they 
have survived for 
two more decades.
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expectancy at age 60 is expected to 
increase from 19.6 years in 2005 -
2010 to 22.4 years in 2045 – 2050 
(a 14 percent gain). 

Potential Support Ratio(5) is likely 
to decrease from 18.6 in 2000 
to 12.9 in 2025 and 6.2 in 2050. 
On the contrary the labor force 

participation has also decreased 
from 50.9 per cent in 1990 to 46.6 
per cent in 2000 and it will further 
decrease to 42.9 per cent in 2010.  

Globally, the age distribution 
of population has significantly 
changed all over the globe. At an 
International level, the number 
of older persons is expected to 
exceed the number of children 
for the first time in 2047 (UN, 
2007).As long as old age mortality 
continues to decline and fertility 
remains low, the proportion of 
older persons in the population 
will continue to increase. In 2000, 
populations aged 60 years or over 
numbered 600 million, triple the 
number present in 1950. In 2006, 
the number of older persons had 
surpassed 700 million. By 2050, 2 
billion older persons are projected 
to be alive, implying that their 
number will once again triple 
over a span of 50 years. Globally 
the population of older persons 

is growing at a rate of 2.6 per 
cent per year, considerably faster 
than the population as a whole 
which is increasing at 1.1 per cent 
annually. At least until 2050, the 
older population is expected to 
continue growing more rapidly 
than the population in other age 
groups (UN, 2007). Such rapid 

growth will require far-reaching 
economic and social adjustments 
in most countries.

In line with the global trends, but 
beating the same with margins, 
total number of people aged 60 
years and above in Bangladesh in 
2000 was 5.64 million (about 5 
% of the total population). This 
number is expected to increase 
to 14.6 million (about 9% of the 
total population) by the year 2025. 
Doubling the population of senior 
citizens in less than two decades 
is no mean achievement, specially 
looking to the fact that countries 
like France and Germany took 120 
years to achieve this.

Existing Social Safety Net

The Social safety net (Old Age 
Pension) of the Government of 
Bangladesh was introduced in 
1998. The beneficiaries of the 
scheme of Old Age Allowances 

must have reached the age of 
65. However, age limit is relaxed 
for the women at attaining 62 
years. Government allocated Tk 
8,910 Million in the financial year 
2011-2012. The total Beneficiary 
of this scheme are approximately 
2.5 million and are receiving Tk. 
300/- monthly per head which is 
payable  every 3 months. However 
the scheme allows only one 
member in a family to receive the 
benefit.

As per current census, there are 
6,543,023 people are in the age 
group of 65 and above while 
approximately 934,172 women 
above the age of 62 years totaling 
about 7,477,196 who could form 
the pool of eligible beneficiaries. 
Since the scheme is means tested, 
at least 50% of this pool could 
qualify for the benefits under the 
scheme, though the incidence of 
poverty amongst the elderly is 
higher and hence approximately 
more than 3.7 million could 
qualify for the benefit. Assuming 
the pre-identified decadal growth 
rate of 32% for senior citizens, this 
number would soon multiply to 
4.9 million by 2020, 6.5 million 
by 2030, 8.6 million by 2040 and 
finally 11.35 million by 2050. 
At current rate of Tk 300 pm 
and at current prices, this would 
amount to approximately Tk 41 
billion per year. Thus the scheme 
might also turn out to be fiscally 
unsustainable in the long term 
and may not serve the purpose of 
the senior citizens as the amount 
of pension might not allow them 
to make both the ends meet. 

Questionable Sustainability:
Future governments however 
may be unable to escape the 
fiscal burden of the elderly as low 
income workers might expect 
some financial support from the 
Government in their old age. 
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The continued growth in nuclear 
households and the growing 
incapacity of low income joint 
and extended households to 
support nonearning elderly will 
further intensify this pressure.

Untenable Options: Nearly four 
fifth of Bangladesh’ working 
poor will be compelled to work 
into their old age as they would 
be unable to accumulate enough 
savings to support themselves. 
Not surprisingly, most working 
poor have given no thought to 
their retirement income needs, 
including those over 40 years old 
for whom old age income security 
should be a front of mind issue. 
Importantly, none of the working 
poor who would be unable to 
work beyond a certain age were 
making any active preparations 
to support themselves in their 
old age. Part of the explanation is 
that of these workers expect their 
children to support them when 
they are no longer able to work. 
However, given the probability of 
their children also being in the low 
income workforce coupled with 
migration and dismemberment 
of joint family structure this 
strategy is tenuous at best.While 
3.5% of World’s poor (6) live in 
Bangladesh, the proportion of 
Bangladesh’s occupied land to 
that of world is extremely low. 
The population growth rate is 
1.56%; working age population 
(Aged 15 – 64 years) comprising 
61% of total population is rising 
so rapidly that soon it would swell 
the population of senior citizens 
in the country.

Demographic Insecurity 
Warrant Policy Intervention 

For a majority of these low 
income workers, and equally for 
the Government, a vital issue is 
the management of the longevity 

risk with the cessation of earnings 
in old age. The first step is the 
advocacy, to raise policy makers’ 
aware of the multiple issues 
related to ageing in the country. 
Professionals, politicians, NGOs 
and the general public need to be 
aware to ageing problems. There 
are agencies that are advocating 
various policies for the betterment 
of ageing population, policies 
on social networks, economic 
security, health and housing for 
ageing population will strengthen 
the demographic scenario of the 
country. A long-term policy option 
needs to be considered to ensure 
the affordable solutions of future 
ageing problems. However while 
agencies such as Civil Societies, 
Academia etc dwell upon the 
issues of ageing, one area that 
provides most pragmatic approach 
by bringing in efficiencies and 
transparencies is considering 
options for Co Contributory 
pensions for at least more than 
50% of the country’s population.

An estimated 70 million 
population lives on less than 

Tk 3200 per month.More 
than 56 million population is 
economically active / Labor force 
(7) in the age of 15 onwards of 
which more than 54 million 
is gainfully employed. Almost 
half (47.3%) of these workers 

areemployed in the agriculture 
farm sector while.Nearly 11.8 
million unpaid family workers 
exist in Bangladesh in which 
women command a majority of 
77%.  A majority (76%) of 20.9 
million Youth workforce aged 
between 15 and 29 hail from the 
rural areas but the ratio declines 
as the age group cohort moves in 
their middle ages. Three in every 
four persons in this population 
work on daily wages andincludes 
street vendors, construction 
workers, headloaders, factory 
contract workers, homebased, 
rickshaw pullers, transport sector 
workers etc. 

Bangladesh has a 6.8 million 
workforce in the formal sector while 
more than 47 million workforce 
belong to the informal sector 
population. Most of the formal 
sector workers and all the informal 
sector workers are excluded from 
any formal provident of pension 
fund provisions that could enable 
themto save for their old age. 
Therefore, on average, these 
workers will need toaccumulate 

enough savings during their 
years in the workforce to 
supportthemselves for nearly 
two decades of post retirement. 
However, their fragile labormarket 
attachments and low intermittent 
incomes, coupled with the absence 
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of alowcostand easily accessible 
insurance and savings mechanism 
puts retirementplanning out of 
reach of most of these workers.

Towards a Co Contributory 
Pension Scheme

Preliminary research and FGDs with 
few workers / farmers suggest that 
a significant proportionof these 
working poor might be interested 
in saving for their old age and can 

afford an average annual savings 
of a few thousand Takas. But to 
achieve an above poverty pension, 
they need supplementary savings 
from the government along with 
a secure environment where their 
modest savings are channeled to 
customized long term savings 
products and earn high real 
returns at a low transactions 
cost. However, without pension 
literacy, support from agencies 
including Government and 
access to customized retirement 
savingsproducts that deliver high 
real returns at low transaction 
costs, most of these workingpoor 
will fall below the poverty line in 
their old age.

Providing opportunities to the 
working poor to build up savings for 
retirementthrough thrift and self-
helpis an important public policy 
goal. In this context, NGOs, Donors 

and the Government should be 
encouraged to consider asystem 
of conditional cashtransfers 
(CCTs) or cocontributionslinked 
to retirement savingsfor the 
working poor. These pension 
cocontributionscan provide the 
working poor with a powerful 
financialincentive to undertake 
disciplined voluntary retirement 
savings over multipledecades, 
andpension cocontributionscan 
also supplement the modest 

savings of the workingpoor so that 
when they reach their retirement 
years, the value of their savings 
issufficient to produce an above 
poverty annuity.

Motivating this cohort to 
start saving for their old ages 
through a Individual Retirement 
Accounts (IRA) under a regulated 
mechanism is an un-daunting 
task in Bangladesh for the 
public policy protagonists. 
Government including NGOs 
and Donor agencies can play a 
vital role in mitigating the old age 
poverty risk of theworking poor 
through cocontributionslinked 
pension and insurance schemes 
asthey encourage disciplined 
voluntary retirement savings and 
supplement retirementoutcomes. 
Cocontributorypension schemes 
also reduce potential future 
budgetarypressures of tax financed 

old age pensions by increasing 
s e l f p r o v i s i o n , c o n t r i b u t e 
toeconomic growth by increasing 
aggregate long-termhousehold 
savings, andfacilitate labor 
mobility through fully funded 
portable pension accounts.

Rationale for Co Contributions: 
Protagonists of conditional cash 
transfers (CCTs) for pension 
savings argue in favor of co 
contributions to the low income 
workers to provide them equity 
and fairness in subsidizing over 
the tax treatment. Affluent and 
salaried in Bangladesh receive 
subsidies from the Government 
in the form of tax breaks when 
saving for retirement under the 
provident funds. The tax subsidy 
could be as high as Tk. 200,000 (8) 
a year. On the other hand a low 
income worker who is not a tax 
payer receives none even if she 
wishes to save for old age under 
through un/regulated instruments. 
Similar motive of savings by the 
poor cohort provides them zero 
incentive to save for old age. 
Even a 10% subsidy in nominal 
terms offered to the affluent could 
serve the purpose of CCTs for 
this cohort. In fact, in the longer 
run the cohort of poor worker 
is more likely to fall back upon 
the Government in the old age 
while the richer cohort would 
still manage to sail through the 
ages. Moreover, options available 
to the richer cohort are multiple 
for savings in medium, long and 
retirement savings, equities etc 
while the poor, notwithstanding 
the wonderful stories of financial 
inclusion fails to save for old age 
despite being wanted to do so. 

Another rationale favoring co 
contributory pensions is to avert 
the zero pillar freebies. Under the 
Old Age Pension the Government 
is willing to pay Tk 300 pm as a 
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paltry sum at the age of 65 plus 
when this much of amount would 
not even buy a two square meals 
a day to the old and destitute, 
there is no reason why the same 
Government should not consider 

paying one third of this say, Tk. 
100 pm to the same poor men 
and women while they are in 
their working and earning age on 
a conditional cash transfer basis. 
This would encourage them to 
save in a regulated environment 
and free the Government of their 
unfunded pension burden in the 
old age. In case the Government 
fails to do so, this cohort which is 
young today is bound to remain 
poor throughout their lives 
and would consequently have 
to depend on the Government 
in their old age. This could be 
disastrous for the Society as this 
liability could never be actuarially 
fair and accounted for future, 
meaning thereby creating an 
unfunded liability that would 
grow leaps and bounds as the 
cohort of 60 + would grow to 31 
million by the mid of the current 
century. 

To avert an old age crises it is time 
we woke up, for our population 

is still young with approximately 
70% in the age group below 
35 years. However, the biggest 
challenge is to awaken the masses, 
educate them on pension literacy, 
make them realize the importance 

of saving for old age and finally 
create an enabling environment 
for them to start saving in a low 
cost secured individual based 
portable retirement accounts.

Role of Pension Literacy in Co 
Contributory Pension Schemes: 
Interestingly, while there could be 
a huge latent ‘Need’ for pension 
amongst the low income informal 
sector workers, there is no or little 
‘Demand’ for such products as the 
concept of ‘Pension for Poor’ is 
absent in most of the developing 
Nations. Pension at best, is 
considered a prerogative of few 
civil servants and private sector 
employees covered under employer 
led schemes. Thus, pension 
literacy plays a predominant role 
in transforming a ‘latent need’ 
into a ‘demand’.Pension literacy 
comes with its own challenges 
ranging from poor literacy levels 
to extremely poor understanding 
on financial literacy like budgeting 
and financial planning. Making 

them understand about savings 
for a long term product such as 
pension to a client who typically 
start earning at dawn, start 
spending in the forenoon, spends 
by the afternoon, fail to even see 

their monies by the dusk and never 
saves for tomorrow. The challenge 
is to motivate them to save for the 
day, day, day after tomorrow or 
years together. 

Most of the members of the 
SGHs are saving savvy, but have 
no concept of savings for a long 
term or pensions. Thus once 
the members understand the 
importance of such scheme, 
and even join the scheme might 
quickly drop out for various 
reasons. Thus the challenge is 
not in getting the members sign 
up for contributory pensions, 
but the greater challenge is 
to continuously keep them 
motivated so that they contribute 
into their individual retirement 
account month after month on 
a sustainable manner. One of the 
biggest foe of financial savings 
for long term is ‘Inflation’ as it 
eats up a major chunk of pension 
savings in the long term. Thus 
the concept of inflation, price rise 

Exhibit II. Value of Corpus Savings and Pension

Member’s Age 
at Time of 

Joining

No. of Years of 
Contribution

Corpus Value at 
Retirement (Aged 58)

Monthly Pension 
for 20 Years (Aged 

78)

Life Long Monthly 
Pension With Corpus 

Paid Back 

18 40 Tk.1,264,816 Tk.12,206 Tk.10,540

20 38 Tk.1,032,068 Tk.9,960 Tk.8,601

25 33 Tk.617,866 Tk.5,963 Tk.5,149

30 28 Tk.366,119 Tk.3,533 Tk.3,051

35 23 Tk.213,110 Tk.2,057 Tk.1,776

40 18 Tk.120,113 Tk.1,159 Tk.1,001

45 13 Tk.63,590 Tk.614 Tk.530

50 8 Tk.29,236 Tk.282 Tk.244

55 3 Tk.8,356 Tk.81 Tk.70
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and diminishing value of money 
with time are also few financial 
concepts that have to be told to 
the group in their own language. 
Members are also encouraged to 
raise their contribution level year 
after year to meet the challenges 
of rising price and inflation so 
that the value of their pension 
corpus should also keep pace with 

Year 2006 marked the beginning of a Micro Pension movement where 25,000 low income young women 
workers like vegetable vendors, rag pickers, home based workers et al of Sewa Bank in Ahmedabad pledged to 
start saving for their old age with UTI RBPF at the backend. It is a Fair, Safe, Secure, Sustainable mechanism 
of old age savings Tailored to the Needs of the Working Poor with low amount of savings and flexibility in 
contributions. A Secure, Scalable and Low Cost Approach that does not allow middlemen or agencies to 
impact on savings. Administration and Extensive Use of IT in order to maintain centralized recordkeeping 
and individual accounting Customized and Regulated Pension and Insurance Products providing high real 
returns.

Today, the movement has percolated into more than 200 districts of India across eighteen states with 
reputed MFIs, NGOs, Cooperatives, SHGs, RRBs etc, facilitated by pension and development sector experts 
focused on enabling and assisting India’s rural and urban more than 3,00,000 working poor to achieve a 
dignified retirement by thrift and self-help through a unique and proprietary Micro-Pension TM Model

Year 2008 created history in social security with the launch of First Co Contributory Pension Scheme 
targeting low income informal sector occupational groups. The scheme, Vishwakarma Unorganized Sector 
Pension Motivational Scheme was rolled out by the Government of Rajasthan that provided a matching co 
contribution up to a maximum of Rs. 1000/- pa per worker amongst the identified occupational groups. It 
marked the beginning of Targeted Delivery of Govt. Co contributions directly to the IRAs of members with 
zero leakages. This was followed by Andhra Pradesh and other States in India.

Year 2010 Learning from the experiences of Contributory Pension of Sewa Bank and Co Contributory 
Pension Scheme of Rajasthan, the Government of India rolled out New Pension Scheme Lite (NPS Lite) at a 
Pan India level. “NPS-Lite Model” was designed to ensure ultra-low administrative and transactional costs, 
so as to make such small investments viable. NPS-Lite works on a “group” model. It also aims at harnessing 
the outreach and capacity of the Government operated schemes, NGOs, MFIs, NBFCs etc. in targeting and 
servicing the old age savings needs of low income workers. Each eligible group or “Aggregator” in NPS Lite 
model is responsible for grass-root level enrolments, ongoing collection, re-conciliation and transfer of 
individual contributions as well as for ongoing services and information delivery.

The “Swavalamban Scheme” of Government of India grants an incentive of Rs 1000 pa for initial five years 
to all eligible NPS / Lite account holder, if they meet the prescribed criteria.

The NPS Lite and Swawalamban are Focused- For economically disadvantaged sections of the society and 
marginal investors. It is Voluntary - Open to eligible citizens of India, in the age group of 18–60 years. 
Subscriber is free to choose the amount he/she wants to invest every year. It is Simple as Eligible individuals in 
the unorganized work force can open an account through their Aggregator and get an Individual subscriber 
(NPS – Lite) Account. The scheme is Safe as it is Regulated by PFRDA, with transparent investment norms 
and regular monitoring and performance review of fund managers by NPS Trust. It is     Economical since it 
provides Ultra-low cost structure with no minimum amount required per annum or per contribution. And 
is Portable as subscriber can operate account from anywhere in the country, even with change of location, 
employment or Aggregator.

the inflation so much so that the 
returns from the portfolio are 
more positive real (more than 
inflation).

Possible Outcomes: The fact that 
even a monthly contribution 
as low as Tk 100 along with a 
matching co contribution from 
the side of the Government 

on a regular sustainable can 
also create a decent corpus and 
pension proves the fact that 
‘Poor are Pensionable’. The 
magical power of compounding 
can earn a steady pension only 
be cutting on discretionary 
expenditure like one cup of tea 
and a beedi a day saving less 
than Tk 5  a day.
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Assumptions:

Members own saving:    
Tk. 100 pm

Co Contribution from 
Government: Tk. 100 pm

Rate of Return (ROI): 10%, 

Administrative / Collection to 
Member: Tk. 5 pm 

All values shown above are in 
nominal terms and no adjustment 
for inflation has been made. It is 
assumed that as the income level 
of members would grow, the 
contributions paid by them would 
also grow accordingly. The growth 
in contributions across the tenure 
would offset the inflation factor.

Implementation Challenges 

For effective grass-rootlevel 
implementation and
administration of such schemes, 
stakeholders will need to address 
a number of important challenges 
in (a) targeting eligibleworkers 
and limiting the benefits to 
the intended workforce, (b) 
accurately mappingindividual 
annual contributions and 
transferring reconciled
cocontributionsintoindividual 
subscriber accounts, (c) achieving 
broadbasedand balanced 
Schemecoverage across all districts 
and occupations, (d) establishing 
an efficient and secure Nationwide 
mechanism for periodic collection 
of modest contributions from 
thousands of lowincome 
individual workers across multiple 
districts, (e) undertaking periodic 
fieldlevelaudits for monitoring 
grass rootlevel implementation 
and stakeholdercompliance, (f) 
minimizing fraud and errors 
and resolving complaints 
and grievancesof individual 
beneficiaries, (g) delivering 

high real returns to individual 
subscribers,and (h) ensuring active 
implementation management 
and coordinated actions by alarge 
number ofstakeholders.

Considering the
longtermcommitment of 
cocontributionsbased pension 
andinsurance schemes for the 
poor, Government should 
undertake detailed consultations 
with arange of stakeholders to 
achieve a broadbasedpolitical and 
policy consensus.The Government 
should consider extending some 
fiscal support especiallyto NGOs 
with a large base of potential 
beneficiaries in order to produce 
meaningfu lcocontr ibut ions 
The Government may 
also consider extending 
cocontributorypension schemes to 
their nonpensionableemployees 
including contract workers, 
health workers, women and child 
development workers, Panchayat 
workers andcontract teachers.

Cocontributionsby Government 
alone may not motivate 
longtermsavings discipline 
andsuch schemes would 

need to be implemented with 
massscalepension literacy 
andpublic education campaigns. 
Self-help-groups(SHGs), NGOs, 
MFIs, Unions can play an important 

role in targeting,reaching and 
servicing the rural poor and those 
with limited access to formal 
financeand banking services.
While Government should focus 
on achieving low administrative 
costs, they should weightheir 
investments inadministration and 
implementation management 
against themuch larger potential 
payout on account of leakages, 
inefficient targeting anddelivery.
Technical assistance and support 
from agencies like SPEMP, WB, 
DFID, KfW, UNDPetc. would 
be avaluable input to feasibility 
assessment, capacity building and 
implementationplanning by the 
Government.

Evolution of Micro Pensions 
in India

Reference notes
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Development with Integrity: Addressing the 
Governance Challenge in Bangladesh
Ellen Goldstein
Country Director, The World Bank
(Presentation made by the The World Bank Country Director at AmCham Lunch Meeting on June 13, 2012)

Ellen Goldstein

Long-Run Improvement in Governance and Development
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Accelerating growth…

Macroeconomic management. Increases in government 
borrowing/subsidies; decreased private credit

Structural reforms. Limited progress, reduced private 
investment

Regulatory frameworks. Independence and efficiency of 
regulation for telecoms, securities, critical growth areas

Political confrontation. Uncertain policy environment, 
pressure on media and non-governmental actors

Recent Deterioration in Governance

Long-term challenge. Sustained investment in building capacity 
and institutions. World Bank team’s engagement in Bangladesh 
on governance and anti-corruption assessed as the most robust 
worldwide.

Heightened concerns. Recent corruption problems in our own 
portfolio prompt Bank’s senior management to question our 
overall engagement in Bangladesh

SWAT team. Review of risks, safeguards and strategy to 
address governance challenges in February 2012

Action plan. Identification of new approach in April 2012 to 
address corruption risks in World Bank program.

Working in a Weak Governance Environment Action Plan against Fraud and 
Corruption Risks: “Triple S Plan”
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Reduce country exposure. Avoid high risk 
areas, focus new activities in:

• Human Services

• Climate Change

• Governance and Accountability

Strengthen fiduciary oversight. Measures 
include:

• Better prior- and post- procurement 
reviews

• Independent forensic auditing

• Enhanced capacity within Bank and 
Government

Safeguards: Reduting Corruption Risks 
through Selectivity and Controls

Governance and Accountability Action 
Plans.

• Mandatory and tailored to instrument/
sector/activity

• Monitor implementation jointly

Rigorous application of the Bank’s remedies

• Annual joint fiduciary reviews to 
highlight mis-procurement, questionable 
expenditures

• Investigations of credible allegations and 
application of sanctions as appropriate

Safeguards: Reducing Corruption Risks through 
Tailored Actions and Visible Sanctions

Long-run Solution: Systems and Sunshine

Corazon Soliman, Minister of Social Welfare 
and Development, Philippines and former civil 
society advocate:

“It’s about connecting the dots… we work by 
addressing good governance challenges and 
poverty, and thereby nurturing democratic 
politics.”

Action Plan against Fraud and 
Corruption Risks: “Triple S Plan”

Systems: Strengthening Budgeting and 
Public Financial Management
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Systems: Strengthening Public Expenditure Management and Oversight

Administration of multi-donor support to strengthen public institutions across the 
entire budget cycle

Budget Management Audit Capacity Parliamentary Oversight

• Medium term budgeting/expenditure framework
• Integrated accounting and budget information system
• Reduced public audit backlog (by 96%!)

Adoption of good practice Public Procurement Act and Rules
Skills enhancement of 3,500 procurement officers
Electronic procurement system piloted in four agencies
Procurement management information system (PROMIS)

Public Procurement Reform
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Empowering Local Government

Local Governance Support Project
• Direct transfer of discretionary grants to UPs
• Requirements for disclosure and community 

inclusion in planning, budgeting, supervision
• Local audits mandatory, accountability 

rewarded

Quintupled amount of UP financing
70,000 local development projects
Open budgeting institutionalized
More than 12,000 audits conducted

RESULTED IN

Bank and IFC support on:
Revising financial regulations
Developing financial intelligence and compliance with anti- money laundering 
requirements
Training on financial controls and corporate governance
Enhancing risk assessment capacity
E-banking and electronic payments
Check clearing from 15 to 1 day
Online credit information checks

Financial Controls and Corporate Governance

Government salaries paid 
by electronic fund transfer 
for the first time
Better reporting of 
suspicious transactions 
through go-AML
Financial projection model 
for risk assessment in place
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Bank-wide Openness Initiative
Action Plan against Fraud and 

Corruption Risks: “Triple S Plan”

Data availability
Mapping of aid flows
Disclosure of Bank 
documents (A2I Initiative)
Supporting domestic capacity
Engaging beneficiaries
South-South Exchanges
Innovation and scaling-up
Enhancing government 
transparency and 
responsiveness
Building the capacity 
of citizens, media and 
parliaments to monitor

OPEN BANK

OPEN DEVELOPMENT

OPEN GOVERNMENT

Bank’s Access to Information Policy

Everything must be made available to 
the public unless it falls under one of 10 
exceptions

  Open Data Initiative to encourage research/
analysis

Sunshine In Bangladesh: A Three-tiered Strategy

Right to 
Information,
citizens’
participation, Third 
Party Monitoring

 Bank’s Access to 
Information, Open 
Data Initiative, 
RTI compliance, 
Third Party 
Monitoring, Use of 
ICT Mainstreaming 
social
accountability tools

Supporting Right to Information

RTI Act Support for drafting initial Act.
  Capacity to implement. Training for 

Designated Officers
  Support to implement. Facilitating 

implementation of RTI Act
  Compliance and modeling. Bank-financed 

operations have RTI capacity/compliance 
designed in

Development with Integrity: Addressing the Governance Challenge in Bangladesh
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Citizen’s Engagement and Third Party Monitoring

Country. Agreed development 
results framework and third-
party monitoring integrated 
the 6th 5-Year Plan.

  Bank. Umbrella NGO organizes 
third-party monitoring across 
Bank’s strategic pillars.

  Project. Trust fund to support 
third-party monitoring in 
projects. Mainstream social 
accountability tools.

More than 1.2 million people 
have already benefited from 
World Bank-supported 
programs to provide safe 
water

Is the water arsenic free? 
What is the average distance 
citizens need to walk to access 
safe water?

Innovation in Social Accountability: 
Local Governance Support Project

Union Parishad Hotline:

Anybody can call 16256 to ask about any UP’s:
Budget figures

  Development projects planned 
and implemented

  Services offered and fee 
structures

  Performance information
  Statistics

Information Technology for Transparency and Results

Direct delivery of benefits for increased 
efficiency and reduced rent-seeking

Enhanced Bank supervision especially for 
decentralized or remote operations

Improved management within Government

Citizens’ monitoring and feedback to 
Government
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Concluding Messages

• Staying engaged. World Bank has a long-term commitment and significant contribution to 
Bangladesh’s development results

• Reducing exposure to risks. Avoid high-risk implementing agencies, areas or activities
• Enhancing fiduciary safeguards. Innovative techniques, rigorous application, high-visibility 

follow up and sanctions
• Strengthening country systems. Redouble long-term efforts to strengthen institutions and 

systems of good governance.
• Spreading sunshine. Mainstream access to information, openness and use of technology to 

strengthen citizens’ engagement and government accountability for results.

Thank You
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