Economic Development in Bangladesh

QOPENING CASE

When Bangladesh gained independence from Paldstan in
1871 after a brutal civil war that may have left as many as
3 million dead, the U.S. National Security Adviser, Henty
Kissinger, referred te the country 25 a “baske! case” Kiss-
inger's assessment was accurate enough. Al the time,
Bangladesh was one of the world's poorest nations, Al-
though most of the country is dominated by the fertile
Ganges-Brahmaputra defta, a lack of other natural re-
sources, coupled with poor infrastructure, political ingtabil-
ity, and high levels of corruption, long held the country
back To compound matters, Bangladesh is prone to natu-
ral dizasters. Most of Bangladesh is tess than 12 meters
above sed level The extensive low-yving areas are vulner-
able to tropical cyclones, floods, and tidal bores.
HBeginnirg in the mid 19905, however, Bangladesh be-
gan to climb the ladder of economic progress. From the
early 2000s onward, the country grew its economy at
around & percent per annum compounded. Today, this
Mustim majority country of 160 million peaple has joined
the ranks of lower-middle-income nations. Povertly re-
duction has baen dramatic, with the percentage of the
populatian fiving in poverty falling from 44.2 percent in
1991 1o 18.5 percent in 2010, an achievement that raised
205 million people out of abject poverty. Today the
country ranks B4th out of the 154 countries included in

the World Bank’s giobal poverty database. Yes, ithas a

considerable way to go, but i is no longer one of the
world’s pocrest countrigs.

Sewveral reasons underiie Bangladesh's relative eco-
namic success. In 1S initial post-independence period,
Bangladesh adopted socialist policies, nationalizing many
companigs and subsidizing the costs of agricultural pro-
duction and basic food products. These policies failed to
deliver the anticipated gains. Policy reforms in the 1980s
were diracted towstd the withdrawal of food and agricul-
fural subsidies, the privatization of stale-owned compa-
ries, financial Bberalization, and the withdrawai of some

import restrictions. Further reforms aimed at liberalizing

the economy were launched in the 19905, These included

making the cumenicy convertible (which led to a ficating

exchange rate in 2003), reducing import dufies to much

lower levels, and removing most of the controls on the
movement of foreign private capital (which allowed for
mote foreign direct investment). The reforms of the 1990s
coincided with the tfransition to a parliamentasy demacracy
from semi-autoceatic rule.

Bangladesh's private sector has expanded rapidly since
then, Leading the growth has been the couniry's vibrant
textile sector which is now the secorid-largest exporter of
ready-made garments in the world after China. Testiles at-

‘count for 80 percent of Bangladesh's exports. The devel-

epment of the textile industry has been helped by the
availability of low-cost labor, managerial skills, favorable
frade agreements, and govémment policies that slimi-
nated import duties on inputs for the textile business, such
as raw materiais, The Bangladesh economy has also ben-
efited from its productive agricultural sector and ramit-
tences from maore than 10 million Bangladesh citizens who
work i other nations. Banaladesh is also home of the mi-
crofinance movement, which has enabled entrepreneurs
with o prior sccess to the banking system 1o borrew small
amounis of capital to stast businecses.

This beiny said. the country still faces considerable
impedimants o sustaining its growth. Infrastructure re-
mains poor; coruption continues o be & major preblem;
and the political system is, at best, an imperfect democ-
racy where opposition is stified. The country is {oo depen-
dant upon its boamdng textile secior and needs to diversify
its industrial base. Bangiadesh is alse one of the countries
most prone to the adverse affects of cimate change A

ana-meter rise in sea level would leave an estimated 10

percent of the country undes water and increase the po-
tential for damaging fioods in much of the remaindes,
Nevertheless, according 1o the US. investment bank Gaid-
man Sachs, Bangladesh is one of the 11 lower-middie-
income nations posed for suslained growth,
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