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About MCCI

Founded in 1904, the Metropolitan Chamber of Commerce and Industry, Dhaka (MCCI) is the oldest and
the pre-eminent trade organization of Bangladesh. Its membership roll encompasses leading commercial
and large industrial organizations of the country, including public sector corporations and local as well as
multinational companies. Presently, almost all major enterprises of the manufacturing and service sector
are among its members. The Chamber provides a wide range of professional services to its members.

The Chamber's services, developed over a long period, are comprehensive and cover specialized areas
such taxation, import-export, tariff and non-tariff measures, investment, WTO matters and other national
and international economic and commercial concerns. The Chamber maintains a secretariat manned by
professional staff. It offers secretarial services to the Bangladesh Employers' Federation (BEF), the lone
national level organization of employers in the country dealing with industrial relations, occupational safety
and health, workplace cooperation, skills development, labor law and other labor-related issues.

About Policy Exchange Bangladesh

Policy Exchange Bangladesh (PEB), established in August 2020, is a private sector economic policy and
investment advisory platform, dedicated to analytics, policy dialogue, and investments/market advisory,
with focus on trade, investment, sector competitiveness, industrial/trade infrastructure, financial markets,
digital economy, technology and green growth. We are the premier platform in Bangladesh bringing
together rigorous applied policy orientation and pragmatic, market-oriented sector/market solutions which
help Bangladesh tackle major economic and market challenges.

PEB has in a short time gained good repute among the government and private sector. Policy Exchange
serves as a premier forum for thought leaders of Bangladesh’s economy, facilitating the exchange of
diverse views, opinions, and knowledge, and thereby acts as a catalyst for innovation in ideas and solutions
critical for economic growth and market creation. PEB has strong influence on and access to government
institutions who seldom seek guidance on policy challenges and reforms.
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Executive Summary

BBX 2024-25: Coverage at a Glance

Bangladesh EXTTHN T

800 Responded T
BuSiness Businesses Businesses {5
8
Climate- BBX ®© Division

2024-25 12

Sectors

Improving Business Improving Business Challenging Business Challenging Business
Environment Environment Environment Environment
Progress achieved with Progress achieved with Challenging business Challenging business environment due
Further progress required Further progress required environment due to to political unrest, geopolitical
inflationary pressure, rising uncertainty, increased output cost,
interest rate and global uncertainty in investment, inflationary
economy uncertainty pressure, rising interest rate and

exchange rate volatility

B
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The BBX Overall Score Distribution

Score Description of Business Climate

Several Bottlenecks remain for Business: Significant efforts required

41-60

Improving Business Environment: Progress made however more needs to be
61-80 done

80-100 Business Friendly Environment: Continue the momentum

IN
LIMATE INDEX (BBX)



D. BBX 2024-25 Score by Divisions

Rangpur
56.9

Rajshahi
59.5

Khulna
S58.8

E. Business Environment Score: Where Do the Sectors Stand

Agriculture and
Forestry

61.48
{2023-24; 59.90)

Transport, Storage and
Communication

60.27

(2023-24: 59.94)

RMG

59.24
(2023-24:57.11)

Financial
Intermediaries
58.02
(2023-24:56.52)

Mymensingh
61.3

Barishal
62.8

Pharmaceuticals and
Chemicals

61.09
(2023-24: 55,23)
M s U

Wholesale and Retail
Trade

60.14

(2023-24: 60.30)

Textiles

58.46
[2023-24: 56.96)

Construction

57.79

(2023-24: 57.40)

Chittagong
60.1

Food and
Beverage

60.93

(2023-24: 56.29)

Leather and
Tannery

59.24
(2023-24: 49.72)

Real Estate, Renting and
Business

58.07
(2023-24:58.84)

Electronics and Light
Engineering

57.21
(2023-24: 57.99)
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F. Bangladesh Business Climate Index- Performance by Pillar

Bangladesh Composite Score 2024-2025- ----=% 59.69

Pillar Area 2023-24

Starting a Business 62.74 64.72 *

Access to Land 53,11 54,10 4

Availability of Regulatory Information B68.04 67.70 "

S )
B J
L2 J
e Business Infrastructure J 71.08 68.82 ¥
&) )
&3 J
@ |

Labour Regulation 70.04 68.92 ir
Dispute Resolution 62.38 64.73 *
Trade Facilitation , 60.87 59.56 ¥
iy )
77 Paying Taxes | 54.74 55.38 4
.EE\EJ] Technalogy Adaption I 63.50 62.46 ¥
== e
ﬁ Access to Finance | 28.11 40.07 4
5 Environmental Regulations and Standards : 51,59 50.18 +

G. Implications of Index Scores- Dhaka vs. Chattogram as Growth Centers

Position of Dhaka Position of Chittagong

Pillar Area -
Change | Best Performer

Starting a Business 4 5 7 Sylhet
Access to Land 4 3 3 = Sylhet
Awailal:::i::;::l::lulatuﬂ - 1 5 3 Rajshahi
Business Infrastructure 1+ 8 3 3 Mymensingh
Labour Regulation : 2 7 3  § Barishal
Dispute Resolution R ] £ L 2 Rajshahi
Trade Facilitation L 4 4 = Barishal
Paying Taxes 1+ 5 7 3 Sylhat
Technology Adoption 1+ 5 4 * Sylhet
Access to Finance t 7 2 t Khulna
Environment Regulations and 3 6 4 + Barishal

Standard
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H. Top and Bottom 3 Pillars Across Sectors
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Bottom 2 Pillar Areas
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K. Journey Since 2021: BBX Gained Strong Credibility,

Outreach, and Data

IN
LIMATE INDEX (BBX)

A database of 7,000

businessas established since
2021 across all 8 divisions

@

:5:{::%‘

Approximately 3,600

Atotal of 1,553 businesses | Each responding business

businesses were contacted responded to the BEX survey entity answered around 111
and informed about the since 2021 questions, which were used
purpase of BRX

for index building and
result interpretation

Sustained

yimplemented for three consecutive years (2022-2024), now
Momentum 2

advancing toward its 4th editionin 2025

Recognized by
Development
Partners

Investment
elopmentin Bangladesh” (April 2025},

oilityas a policy reference.

Each BBX launch has received wide media coverage and positive
reception, positioning it as a trusted source for investment climate
updates,

Strong Media
Engagement

Stakeholder
Trust and
Engagement

Gained the confidence of business chambers (such as published an MCCI,
FICCI website), industry leaders, and policymakers, who regularly engage
with BBX findings to guide investment and strategic decisions.

Established as a benchmark index, offering granular, division and sector
level insights that support evidence-based decision-making in the public
and private sectors.

Data-Driven
Insights

Expanding
Scope and
Relevance

Informing
Government
Programs

Bangladesh Investment Climate improvement Frogram (BICIP) Program
of BIDA uses BBX as a key reference ta design its annual reform plan




Key Highlights-BBX 2024-25

1. Sectoral disparities

influence business

competitiveness. industries such
as construction, textiles, and agriculture face
higher operational constraints due to
infrastructure, labour, and regulatory
challenges, whereas technology-intensive
sectors like electronics, pharmaceuticals, and
leather demonstrate faster adoption of
reforms and technology, enhancing their
relative competitiveness.

3. Informal practices remain

a structural constraint. pespite
reform efforts, informal payments for land,
utilities, and tax processing persist across
multiple sectors, raising costs, creating

2. Stronger institutional

linkages and compliance
requirements benefit
regulated industries and large

firms, while smaller enterprises and certain
service-oriented sectors remain disadvantaged
by inconsistent access and limited reform
outreach.

4. Policy implementation

gaps limit reform impact.
Although multiple reforms exist across taxation,
trade, labour, and environmental regulations,
inconsistent implementation, poor monitoring,

and limited outreach reduce effectiveness and
limit business confidence in the regulatory
system.

inequities, and weakening overall investor
confidence.

5. Primary growth centers stagnating with regard to facilitative capacity

for businesses. The primary growth centers, Dhaka and Chattogram, both divisions in the second
lowest tier of the business environment. Neither of these divisions appear as the top divisional performer in
any of the 11 pillar areas. This clearly points to need for strengthening new/secondary growth centers as well
de-congesting the overreliance of economic activities on Dhaka and Chattogram. Both Dhaka and Chittagong
city have also seen frequent and major disruptions to economic activities and supply chain operations due to
frequent protests, processions, sit-ins in the past 12 months, diminishing the ease of doing business in these
important geographies. About 16% of respondents reported substantial difficulty in accessing utilities in
Dhaka which is high compared to other divisions.

6. Last mile service delivery improves as interference/prevalence of

politically affiliated intermediaries disappears. The results report improvement of
services at regulatory delivery points with regard to several pillar areas such as Access to Land Access to
technology etc. While no notable reforms have been initiated in such areas, one positive development that
has perhaps improved the experience in the said areas is absence since political changes in August 2024
of predatory behavior of politically-linked intermediaries who earlier created complex environment with
objective to induce reliance on intermediaries.




Reform Initiatives, even if incremental, renders positive impact on
investment climate. BBX 2025 has posted improvements for Paying Taxes, Access to
Finance and Dispute Resolution among other pillars. There have been several
reforms/improvement initiatives in these areas which include: deferment of audit of businesses
and effort to develop clear criterion for audit file selection; reversal of VAT increasing food
products in the middle of fiscal year; Bangladesh Bank undertaking easing of import

compression and out of court workouts for large loan repayments; several governance
restoration initiatives by Supreme Court etc.

The pillar scores reveal important insights for sectors. Access to Finance (A2F)
pillar tops the list of most critical concern with nine out of eleven sectors hinting that the finance
issue is their most critical concern. A2F is followed by infrastructure, a top concern for four
sectors, and Labour Regulation, topping the challenges for three sectors.

All eight geographic divisions require significant and immediate attention
with regard to business environment strengthening. The latest BBX scores
denote that five out of the eight divisions fall within the second lowest category of the business

environment while the remaining three belongs to a category higher that require major policy
and regulatory simplification as well.

Simplification and streamlining of certain entry and operations related
approvals demand priority attention. Sectors and firms requiring specialized
licenses (e.g. bonded warehouse for RMG), complex utility (e.g gas supply in textiles), and

multiple permits (e.g. real estate) face greater challenges with regard to entry and operations
in businesses.

VAl
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Business registration bottlenecks persist despite digitalization. While digital
platforms have streamlined some registration processes, fragmented agency coordination,
multiple approval requirements, and sectoral disparities continue to slow incorporation and
increase procedural complexity for entrepreneurs.

Land access and registration more complex for sectors that have large

land intensity (e.g., RMG, construction) as well service sector with large warehouse
requirements.

Governance and administrative gaps constrain land acquisition. Businesses
face delays, high registration costs, unclear pricing, and frequent informal payments, limiting
land availability and slowing expansion, particularly for infrastructure-heavy sectors.

Regional parity and central government step-up required for better
regulatory transparency. Local Government institutions ahead of the central agencies
with regard to facilitating better access to regulatory information. Mymensingh and Rajshahi
for instance have respectively 100% and 99% respondents indicating they have regular and
helpful access to regulatory information. The issue may have exacerbated at the central level
agencies due to disruption and uncertainties that impacted smooth operations at many
ministries/divisions/agencies dissemination and update of regulatory information and changes
took a backseat.
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Civil service stability critical for clarity and Availability of Regulatory
Information. The pillar score for Access to Regulatory Information has deteriorated largely
due to uncertainties, frequent changes that gripped various government offices in the months
after the July uprising making.

Larger size firms fall prey to informal payments due to their higher ability
to pay. In terms of firm size, micro and small enterprises fared relatively better in accessing
utilities (47.9% easy) and avoiding informal payments (60.6% reported none). Larger firms,
however, faced moderate utility constraints (50.9%) and made higher informal payment, with
the largest average payment amounts (Tk 101,534). For tax, and for large firms the expense
rises to about 36,000 BDT. Around 57% of respondents admitted to making such payments,
with medium and large firms more frequently targeted due to their higher financial capacity.

Infrastructure deficiencies undermine their operational reliability. Frequent
power outages, unreliable transport and logistics, and informal payment requirements increase
operational costs and reduce business efficiency, particularly in sectors dependent on
continuous utility and connectivity services.

Labour compliance and skill shortages impede productivity. Statutory
obligations, workforce scarcity, and insufficient technical training create operational and
financial burdens, disproportionately affecting smaller firms and sectors requiring specialized

skills.



Weaker compliance standards, and perception about high cost of

compliance limit labour compliance improvement. The national compliance level
of Bangladesh is low compared to India and other ASEAN countries which shows the gaps in
labour regulation in the country. BBX survey for firms indicate that most businesses had
moderate difficulty in complying with labour regulations for businesses, especially the micro
and small firms, particularly the electronics and light engineering sectors. This implies that
businesses view statutory requirements, such as maternity welfare benefits, casual leave, and
festival holidays, as compliance challenges, since they entail additional financial costs,

workforce.

Businesses are increasingly relying on alternative dispute resolution

(ADR) processes to resolve disputes more efficiently. The stronger leaning of
large firms towards ADR may be attributed to their greater financial capacity, which allows
them to access and bear the costs of such mechanisms more easily, as well as their stronger
institutional awareness and preference for faster, less disruptive solutions compared to

prolonged court proceedings.

Judicial delays limit efficient dispute resolution. High case backlogs, shortage of
judges, procedural delays, and limited technology adoption in courts hinder timely dispute
resolution, prompting larger firms to rely more on alternative dispute resolution mechanisms.

Trade Facilitation pillar results highlight that administrative efficiency and
local implementation remain highly uneven across the country. These
differences underscore the importance of region-specific interventions to address localized
bottlenecks.



Industries with time sensitive trade needs face greater regulatory

harassment. survey results indicate that pharmaceuticals facing comparatively lower
expenses, while textiles and leather report significantly higher clearance costs.

Trade Facilitation hampered by administrative bottlenecks. Inefficient customs
procedures, inconsistent valuation, informal payments, and uneven regional implementation
reduce trade competitiveness and complicate export-import operations.

LDC graduation creates heightened trade and policy uncertainty. The
impending graduation from Least Developed Country status introduces concerns over reduced
preferential trade access, higher tariffs in key markets, and potential shifts in sourcing and
competitiveness, necessitating proactive strategies and policy support to maintain trade
resilience.

Complex tax system elevates compliance burden. Businesses face high
compliance costs, unpredictable regulatory changes, procedural complexity, and persistent
informal payments, undermining investment confidence despite partial digitalization.
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Technology Adoption among businesses is uneven across regions and

sectors. Urban enterprises leverage digital platforms effectively, but rural businesses and
smaller firms lag due to limited digital infrastructure, lack of skilled personnel, and inadequate
adoption of e-commerce and online business solutions.

Digital transformation drives efficiency but requires policy support. While
businesses increasingly adopt cloud solutions, enterprise software, and online platforms,
sustained digital growth requires strengthened policy support, capacity-building, and
infrastructure investments to reduce regional disparities and SME lag.

Access to Finance remains limited by structural barriers. Heavy reliance on
bank loans, high collateral requirements, bureaucratic delays, and uneven availability of non-
bank financing restrict investment opportunities, particularly for SMEs and businesses in less
developed regions.

Non-bank financial institutions, microfinance, and self-financing play a
much smaller role in capital formation. The BBX 2025 survey shows that, on
average, around 72% of respondents financed the purchase of fixed assets or capital through
bank loans. This statistic demonstrates businesses’ overwhelming dependence on banks as
the primary source of investment funding.



The Access to Finance (A2F) issue is more pronounced for sectors that
are less formalized such as wholesale, agriculture, and transport. Lack of
long-term capital, more diversified financial products also disproportionately affect high-capital

intensity and global value chain sensitive sectors such as textiles, construction, RMG, leather
etc.

Consolidating gains from early reforms in financial sector is a must to

sustain improvement momentum. Access to Finance while still weakest pillar in the
business environment, has posted the largest single improvement. This confirms that reform
initiatives, when strategically prioritized, can deliver measurable outcomes; however,
consolidating these gains and addressing remaining structural bottlenecks in access to finance
will be critical to sustaining business environment improvements.

Overall, this points to a recovery, with the most severe phase of financing
constraints, owing largely to poor governance in the past decade, perhaps
easing. However, the uneven nature of recovery across divisions highlights differences in

financial infrastructure, institutional support, and business reliance on external financing. While
confidence has improved, sustaining this momentum will require continued reforms in credit

Environmental compliance raises operational costs and complexity. Stricter
enforcement of environmental regulations, limited technical support, inadequate waste
management infrastructure, and sector-specific constraints increase compliance costs and
operational complexity, especially for SMEs.

X
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Environmental compliance appears as a key weakness in sectors with
high environmental risk and for sector that are likely to go through
greater global scrutiny with regard to their environmental compliance.
The pillar appears as the second most critical concern for both RMG and textiles both of
which will be required to step up with regard to their environmental standards and green
growth. The issue is also among the top two concerns for high-risk sectors such as transport,
light manufacturing and electronics, chemicals, agriculture and forestry etc.

Waste management easier in sectors/firms where simpler production
processes, modern technology use, and material recyclability is
important/in use. For instance, in Electronics and Light Engineering, 100% of
respondents reported that waste reduction is easy, likely. Intensity of resource required and
associate cost incentivies firms to use resource efficiency tech: In RMG and tannery
industries, water use is essential, creating pressure to implement water-saving or recycling
technologies.

Regional context and firm size determine ability and intent for

environmental compliance. In Rangpur, lower scores are linked to limited
industrialization, low investment, and infrastructural gaps in waste management. Many SMEs
are still unable to implement waste segregation or recycling processes. Costs, lack of training,
and weak coordination by local authorities exacerbate the issue. Addressing these disparities
requires regional awareness campaigns, technical support, and incentives, alongside stronger
partnerships between local governments and industry associations.
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Bangladesh Business Climate Index- Performance by Pillar

Bangladesh Composite Score 2024-2025- -----» 59.69

Pillar Area 2023-24 2024-25

Starting a Business 62.74 64.72 ’

Access to Land 53.11 54.10
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Availability of Regulatory Information 68.04 67.70

Business Infrastructure 71.08 68.82

Labour Regulation 70.04 68.92
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Dispute Resolution 62.38 64.73

Trade Facilitation 60.87 59.56
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Paying Taxes 54.74 55.38
Technology Adoption 63.50 62.46

Access to Finance 28.11 40.07
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Environmental Regulations and Standards 51.59 50.18



BBX 2024-2025 Score
by Divisions

Rangpur
56.9



Figure 1: Persistent Barriers Faced by Businesses Per Pillar Category (2024-25)
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Figure 2: Improvements Observed by Businesses Per Pillar Category (2024-25)
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Snapshot of BBX Pillars for 2024-25

Pillar 1: Starting a Business

Pillar Score

2021-22 2022-23 2023-24 2024-25
68.91 70.78 62.74 64.72

Key Findings

The overall score for the “Staming a Busness' pillar registerad & madest
recovery m Z024-25, reflecting progress from dgital reforms bl stil
faling shorl of eader highs. Entreprenturs conbee o encounler
barmers, such as procedural delays, overlapping requerements across
muftiphe agenches, and the persistence of informal payments, dunng
reqistration and renewal procesces

Regonal dspanbes reman evdent, with businesses m some drasons
facmg tugher costs and more complex approval procedures than
oltwers, drectly aflectmg dansional compebineness

The Electronics and Light Engmeenng and Fmancial Inemedianes
sectors benefiled from  relatvely  smoother processes  whereas
Constnetion, and Phamacewticals and Chemicals continue o struggle
with requlatory complexity and boense renewals

Ahough digilal platforms sweh as the BIDA One-Stop Servce have
expanded and improved transparency, part@l reverson to ranal
processes has siowed momentum. Thes underscores the need for
consistent and unifiomm mpdementation of reforms

@ Pillar 3: Availability of Regulatory
Information

Pillar Score

Pillar 2: Access to Land

Pillar Score

H21-22 2022-23 2023-24 2024-25
58.90 53.07 53.11 54.10

Key Findings

Thie ‘Access o Land' piltar recovded only @ marginal mpoovermend in
2024-25, with land scquistion remaining a sagnficant barmier 10 busmess
cxpansson. Businesses contins 10 face comruption, hagh registration foes
slow  mutation processes, el Additionaly, informal payments  ane
widezpread across key regions such a3 Dhaka, Chatiogram, Khulna, snd
Syihel, impeding Access tn land for uginesses

Dnasional - dispantes ant owident Raphalu and Rangpur faced the
greatest obstackes with the lowest score among other fegions, while
Rajshahi, Mymensingh and Dhaka witnessed dechnes in their scores
companed 10 the previows year

—ecloral (fferences persist, with Agnculture and Forestry, Electronics
and Light Engineenng performng better than the Construcbon and RMG
sectors, whch slrugghe with excessne ransachon requerements and high
costs

Limited progress. on reforms & evident, with ower three quarters. of
rEspondends reparting no visible réguiatory changes in Bnd Seniaces This

perpeluates the most coical boltlenecks lor businesses, inchading
registralon delays, comupbon, and unclea pnomg

gﬁn Pillar 4: Business Infrastructure

Pillar Score

2021-22 2022-23 2023-24 20242
59.83 72.85 68.04 67.70

Kay Findings

Thee ‘Availability of Regudstory Information’ pillar saw a manminal decine
i s score compared lo ksl year, reflectmg a slowdown m reform
momentum  despite  earier progress. Inconsidency  and  pooe
drssermration of reguislony mifonmabon rermeen @ mapor chalenge, with
mast fierns reporteng reted poor notificabion of regulatory claenges and
e niew efforts 10 Improve access bo mformmation

Regional  disparies  afe significant.  Mymensingh  and  Rajshahi
performed strongly with neary universal online aCCess 10 Governmem
rules, while Rangpar, Syinet, Dhaka, and Chaltogram bagped  behind
due 0 weak commumeCaion, frequent reguilstony shifts, and [Bck of
nsttubional responsnMeEneEs

Sectoral and lem-see ddferences are also endenl. Leallws, and
Phammaceubcais and Chemicais along wilth other lerge frms, benefed
from better accoss and awarehess, Contranty, Teatdes, smaler firms,
and servce-onenled busnesses stuggled with uncerlnty and poor
access o regulatory guidance, Owerall, inconsistent reforms hinders
progeess m digital 8cCess and awareness

2021-22 2022-23 2023-24 2004-2%
72.02 74.49 71.08 G68.82

Kay Findings

The 'Business Infrastnuchore” pillar registered a dechne in 2024-25,
reflectmyg bmded struclural reforms and perasient unevenness n the
qualiy and reliabiily of wilites, transpon, and infemet sendices. Power
oulages reman 2 crlical ssue acnrss Seclors, with unstisble elecincty
supply. On log of that, sformal payments for uliy connechbions conbnue
e add governande-related costs for busnesses

Regional desparties ae pronounced  Chattogram and  Mymensingh
recorded smprovements due t better access and reduced mformalty,
while Hanzhal Rajshahi, Khulna, Rangpur, Sylhet and even Dhaka
faced declning of slagnanl scores driven by utlity, transpor, and
INEMEl consiraamts

Secloral ddferences aie ako ewdenl Leather and Tannery benelied
Troam easier Uty access and fewer informal payments. Conlranty, thiee
seclors, Phammaceuticals and  Chepcals, Ebectromcs and  Light
Engmeanng, and Francsl Infermedanes, expenenced steep declnes
due 10 poswer instability, transpon bottienecks, and broader insacurity

Femasire vanstions reveal fewer brdens for micro and  =mall
enlerprises and higher costs and greater exposuee to mformal prachces
tor medaam and large s, UNdersconng uneven ImpackE across the
business landscape
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Pillar Score

2021-22 2022-23 2023-24
66,35 74.40 70.04

2021-22 2022-23 2023-24 2024-25
57.48 64.24 62.38 64.73

Key Findings

The ‘Labor Hegulabon” pillar has conbnued ns downwand irend,
reflecting persistent compiance challenges, weak reform momentum,
and gaps n worklorce readmess. Busmesses, parbcularly mecro and
small fimms in Electronics and Light Enginecring, repoied moderate
difficulty in meeting statutory requirements, such as welfare benefits,
leave provisions, and safety standards, which increase costs and
diesrupt productivity

Comphance burdens exlend lo procedural himgs and record-keeping,
where smaller enlerpnses face acule diffculbes due o meled
admmesiratnee and lechnecal capacity.

Skilled labor shorages remain widespread, as divisions inchuding
Dhaka and Chattegram struggle to attract qualified workers despite
high graduate inflows, owing to Emied access to modem tools, training,
and techrical resources

Cwerall, labor regulabons remam a regulatory and operabonal burden,
wath weak mstitutional Suppont and outdabed pracbhoes constramng both
compliance and competitiveness

g Pillar 7: Trade Facilitation

Pillar Score

2021-22 2022-23 1023-24 2024-25
49.43 58.61 60.87 59.56

Key Findings

Bangladesh's “Trade Facitabon’ performance has shghlly decined thes
year, with persstent regonal  dispanbes. Wiile  Banshal  showed
remarkable  nprovement, Rangpur and Syl recorded setbacks
revealing an uneven administrative efficiency. Customs clearance
delays, particularly for imporis, remain 3 major challenge. This is
compounded by informal payments, arbitrary valuation, and high port
fees Sectoral varations show minimal bamiers for the Pharmaceutical
sector and hegher costs hor Textiles, and Leather and Tannery

Reforms, such as AEQ certification, the Bangladesh Smghe Window,
and D355, indicate progress. Howewer, adoption remaens partial
making the impact mied for smaller firrs. Structural weaknesses,
outdated cusioms laws, inefficient port management, and inadequate
laboratory facilibes, contnuse to consirain compeiivensss

Privabe seclor concern over Bangladesh's upcoming LDC: graduation in
2026 i5 growing, with 40%% of firms, especially exponters, anticipating
tanff hikes and loss of competitiveness. Yet, 94% of businesses have
taken no preparatory steps. Such a major readness gap demands
urgent policy and instiutonal Support

Key Findings

Sysiemic hamiers, such a2 lengthy judicial processes, high liigation costs,
corruption, inconsisient verdicts, and inadequaie use of technology, have
perpetuated inefficiency. These Isues not only erode public trust bul also
create uncerainty for businesses, makang legal nedress Show, costly, and
unpredic tablbe

Recent mprovements ane visibhe, with reduced political interference and the
suspension of comupt judges which led 1o incremental Qains in IrANSparency
and insttutional accountabiity. Drasional performance shows vanabon, with
Rajshahi demonstrabng nolable progress in udicial owversight  and
monibonng, whede Dhaka expenencing a shghl dechne from  earber
mprovements, reflecting persisting systemic bottlenecks

Survey results highlight encouraging trends, as nearly two-thirds of
respondents reported a reduction n the time taken 10 resobse Commencial
disputes. Larger irms indicated a stronger rekance on Allemative Dispute
Resohuton (ADR) mechamsms, recognaang them as faster, less disruptnee
and more efficent compared o profonged courl processes. Thes shil
undersconss a growng prvale Seclor preference for mstibulionahzed ADR as
awiable complenent to the formal judiciary system

% Pillar 8: Paying Taxes

Pillar Score

2021-22 2022-23 2023-24 2024-25
68.72 35.21 54.74 55.38

K.ey Findings

The ‘Paying Tax' pillar saw a marginal improvement in 2025, reflacting
wider rolout of digital tax senaces and smplified forms, However the
overall tax environment in Bangladesh erodes investor confidence and
remains burdensome for busingsses

Vitule most hrrs are able o oblan or renew VAT and moome Lax
registrabiones, bamers hke hegh costs, and deasonal  dispantes
particularty for large firme and sectors such as Pharmacewticals and
Chemicals

Fiing and payment processes remain comglex and time-consuming
wilh unpredeclatubly i kaws, arbilrary offical decsons, and nadequale
nolficabon mechamsms underminng  business conbdence and  long-
lenm p«ldru-u'-g

Informal payments continue to affect over half of busnesses with
medium and large firms more frequently targeted, adding to the effective
tax burden and discouraging imestrment




Pillar 9: Technology Adoption

Pillar Score

2023-24 2024-25
63.50 62.46

icily, Ernited rural connectaty, and shorages of skiled
an b (particularly for Smal iR
from fully adoptng advanced technologies and e-
mimence solutions

Urban cen e Dhaka and Chattogram kead in digtal adoption,
improsing busness adminsiration, onling marketing, and operational
cfficiency, while regions such as Rangpur, Mymensingh, and Ragshahi
lag befund, show low mwvestment in diglal lools. Sectors, such as
Lealher and Tannery, and Fharmacevticals and Chemcals are al the
forefront in Technology Adoplion, demonstrating , CUShomer

engagement, and competitveness.

RIness  operabions,
educing transaction 5, and creaking new
opporiunities, bul uneven regional adopbon highlights the
need for molusie digital nfrastructure and workiorce capacity building

Pillar 11: Environmental Regulations
and Standards

Pillar Score

2024-25
50.18

mspecinon:
made managing e

Pillar 10: Access to Finance

Fillar Score

Key Findings
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Figure 3: How Do the Pillars Fare for Different Sectors

Pillar Area

Starting a Business

Access to Land

Availability of Regulatory Information

Infrastructure

Labour Regulation

Dispute Resolution

Trade Facilitation

Paying Taxes

Technology Adoption

Access to Finance

Environmental Regulations and Standards

Most Conducive in

Transport, Storage
and Communication

Electronics and Light
Engineering

Food and Beverage

RMG

Financial
Intermediaries

Electronics and Light
Engineering

Pharmaceuticals and
Chemicals

Transport, Storage
and Communication

Leather and Tannery

Pharmaceuticals and
Chemicals

Food and Beverage

RMG

Construction

Textile

Electronics and Light
Engineering

Leather and Tannery

Leather and Tannery

Financial
Intermediaries

Electronics and Light
Engineering

Food and Beverage

Leather and Tannery

Pharmaceuticals and
Chemicals




Figure 4: Business Environment Score: Where Do the Sectors Stand (Sectors’
Perception of Respective Business Environment)

Agriculture and
Forestry

61.48

(2023-24: 59.90)

Transport, Storage and
Communication

60.27
(2023-24: 59.94)

o o

(2023-24: 57.11)

Financial
Intermediaries

58.02

(2023-24: 56.52)

XXl

Pharmaceuticals and
Chemicals

61.09
(2023-24: 55.23)
i

Wholesale and Retail
Trade

60.14
(2023-24: 60.30)

Textiles

58.46
(2023-24: 56.96)

Construction

57.79
(2023-24: 57.40)

-

Food and
Beverage

60.93

(2023-24: 56.29)

Leather and
Tannery

59.24
(2023-24: 49.72)

Real Estate, Renting and
TN GESS

58.07

(2023-24:58.84)
o]

P,

Electronics and Light
Engineering

57.21

(2023-24: 57.99)
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Table 1: Implications of Index Scores- Dhaka vs. Chattogram as Growth Centers

Position of Dhaka Position of Chittagong

Pillar Ares
Pillar Area Change | Best Performer

2023-24

Starting a Business = : Sylhet
Access to Land 4 = Sylhet
Avaﬂah:::;r:r:]fafsjiulatnw - ' Rajshahi
Business Infrastructure 1+ + Mymensingh
Labour Regulation 1" * Barishal
Dispute Resolution =y 2 Rajshahi
Trade Facilitation t - Barishal
Paying Taxes 1 § L 2 Sylhet
Technology Adoption 2 ] T sylhet
Access to Finance £ ) t Khulna
Environment Regulations and ' & Barishal

Standard

XX1i1



Table 2: Top and Bottom 3 Pillars Across Sectors

Name of Sector

Wholesale and Retail
Trade

Transport, Storage and
Communication

Constructions

Electronics and Light

Engineering

Leather and Tannery

Agriculture and Forestry

Real Estate, Renting and
Business

Food and Beverage

Pharmaceuticals and
Chemicals

Textiles

Financial Intermediaries

XXIV

Top 3 Pillar Areas

Labor Regulation
Starting a Business
Availability of Regulatory Information

Starting a Business
Availability of Regulatory Information
Labor Regulation

Availability of Regulatory Information
Dispute Resalution
Labor Regulation

Dispute Resolution
Access to Land
Starting a Business

Technology Adoption
Infrastructure
Starting a Business

Infrastructure
Labor Regulation
Starting a Business

Infrastructure
Labor Regulation
Availability of Regulatory Information

Availability of Regulatory Information
Dispute Resolution
Infrastructure
Labor Regulation

Technology Adoption
Infrastructure

Infrastructure
Dispute Resalution
Labor Regulation

Infrastructure
Labor Regulation
Technology Adoption

Labor Regulation
Availability of Regulatory Information
Starting a Business

Bottom 3 Pillar Areas

Access to land
Environmental Regulations and Standards
Access to Finance

Paying Taxes
Environmental Regulations and Standards
Access to Finance

Environmental Regulations and Standards
Access to Land
Access to Finance

Trade Facilitation
Access to Finance
Environmental Regulations and Standards

Environmental Regulations and Standards
Paying Taxes
Access to Finance
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Chapter 1: Introduction: Understanding the Context Shaping
Economic and Governance Priorities in Bangladesh

Since August 2024, Bangladesh has moved from a state of post-uprising uncertainty
toward a period of relative stability, achieving several economic, political, and diplomatic
milestones. Bangladesh entered a phase of heightened macroeconomic stress in mid-2022.
Slower growth, questionable output data, persistent inflation, weak revenue mobilization, falling
reserves, lower remittances, stagnant investment, and a fragile banking sector have become
mainstream. With the economy under enormous strain, employment creation turned finite, and
inequalities deepened, revealing the rudimentary structural fragility of the economy that existed
beneath and transcended temporary market shocks. Eventually, public discontent with systemic
governance failures manifested as the July—August mass uprising in 2024.

In the wake of this crisis, the responsibility of stabilizing the macroeconomy, revitalizing
investment and thereby job creation efforts, and restoring public confidence emerged as
key priorities for Bangladesh. Therefore, a number of commissions and task forces were
constituted to address wider governance and institutional shortcomings with initial measures
centered on the banking sector and financial stability. From the formation of reform commissions
to the conclusion of landmark tariff negotiations, these steps reflect an effort to strengthen
institutions and support economic recovery. Additionally, maritime development has expanded
port capacity, and a shift toward multipolar diplomacy indicates a focus on improving connectivity
and diversifying international partnerships for the future. Despite moderate growth rate, these
efforts eventually yielded progress in selected areas of the economy.

External sector pressure, for instance, eased as robust remittance inflows and export
growth strengthened the current account balance, while the financial account benefited
from budget support disbursements by development parthers. As a result, balance of
payments deficits narrowed, and the pace of foreign exchange reserve depletion moderated.
Inflation, though still elevated, showed signs of gradual decline, and both interest and exchange
rates became increasingly market determined. Meanwhile, Bangladesh Bank’s interventions,
including targeted liquidity support, contributed to the stabilization of weaker banks and facilitated
the implementation of critical sectoral reforms. In the first half of 2025, Bangladesh attracted $1.25
billion in investment proposals, indicating growing foreign and domestic interest in the country’s
market.

However, several critical challenges persist in the economy, as key reforms proposed by
these bodies have yet to be fully implemented. Inflation remains elevated, and vulnerabilities
in the financial sector continue to pose risks. Both private and public investments have stagnated,
contributing to a moderation in industrial growth, while pace of economic, trade, and investment
reforms remained sluggish. The law-and-order situation remains unsettled, while political
uncertainty endures despite the announcement of the election period between December 2025
and June 2026. Hence, addressing these persistent challenges remains essential for sustaining
recovery and building long-term economic stability.
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1.1 Snapshot of the Macroeconomic Landscape in Bangladesh

Economic Growth Under Pressure Amid Domestic and External Challenge: Bangladesh’s
economic growth is forecasted to have plummeted to 3.3 % compared to the estimated 4.2% in
the previous year, marking the lowest since 2022. The political developments in 2024 combined
with the supply-chain interruptions, and persistently low private investment dragged the real GDP
growth far below the government target of 6.75 %. While increased uncertainty and elevated input
costs have slowed private investment, issues such as energy supply disruptions, banking sector
vulnerability, persistent inflationary pressure and forex reserve shortage have compromised the
overall business climate of the country. Moreover, the recent levy of the reciprocal tariff by the
United States further increased the risk of causing global supply chain disruptions, compounding
financial market turbulence and eroding export competitiveness.

Figure 5: Real GDP Growth
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Box 1: Sectoral Growth Divergence in Bangladesh Economy

Divergent Sectoral Performance Shapes Overall Economic Growth. In the past year,
sectoral expansion differed across key sectors, namely agriculture, industry and services.

' The agriculture sector is estimated to have contracted to 1.79 % because of flood and
supply-side constraints. Contrarily, manufacturing and service sectors witnessed an
estimated growth. Recovery in manufacturing sector, particularly the RMG sector, enabled

'___ the expansion of industry to 4.34 %, while trade, transport and communications bolstered
i I the service sector, leading to an estimated increase of 4.51 %.

TR SRR - 7
- s 5 - L

External Sector Stability Supports Macroeconomic Resilience: Through impressive growth
in exports and remittances with decline in imports, rebound in foreign exchange reserves and
increase in FDI, the external sector has demonstrated stability in FY 25, strengthening external
balance and boosting domestic demand.

Sustaining RMG-Led Export Growth Requires Government Support Amid Global
Competition and Supply Constraints: In FY25, Bangladesh’s export earnings reached $48.28
billion, marking an 8.6 % increase from $44.47 billion in FY24. The growth was largely driven by
the ready-made garment (RMG) sector, which contributed $39.35 billion. The United States
remained the largest export destination, accounting for around 18% of total earnings, with RMG
alone representing nearly 90 % of exports to the US. Other key markets included Germany ($5.29
billion), the United Kingdom ($4.62 billion), Spain ($3.55 billion), and France ($2.42 billion), each
showing moderate growth. However, this continued growth would require active government
support given the increasing global competition, frequently changing price of raw materials and
bottlenecks in logistics that impede port operations.

Rebound in Imports Calls for Balanced Growth in Exports and Remittances: In FY22,
soaring global commodity prices driven by the Russia-Ukraine war, along with higher demand for
intermediate goods and capital machinery, pushed Bangladesh’s imports to a record high of USD
89.2 billion. However, a liquidity crisis and LC restrictions caused imports to decline in FY23. The
downward trend continued in FY24 as high inflation and a prolonged USD crisis further weakened
demand. Eventually, imports recovered, rising from USD 66.7 billion to USD 68.6 billion due to
economic recovery, an improved USD situation, increased demand for intermediate goods, and
the removal of LC margins. Nevertheless, this growth in imports must be accompanied by a rise
in exports and remittances to ensure a positive current account balance.
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Figure 6: Export and Import Trend between 2020 to 2025

| Expaort {Billion USD) | | Import (Shipment) (Billion USD) |

2020-21  2021-22  2022-23  2023-24P  2024-25P 2020-21 2021-22 2022-23  2023-24P  2024-25P

Source: Export Promotion Bureau (EPB), Bangladesh Bank

Transition from Informal to Formal Channels Reinforces Remittances, Supporting External
Sector Resilience: Between FY21 and FY24, remittance inflows to Bangladesh declined by 3.6%
due to high bank fees, uncompetitive exchange rates, and excessive paperwork, which
discouraged migrant workers from using formal channels. As a result, many resorted to informal
hundi networks that offered better rates and faster delivery without the perceived hassle of formal
banking. This stagnation was particularly frustrating because the potential for higher remittance
inflows remained significant. The issue was not a lack of earnings abroad but rather leakage to
informal systems and the absence of a competitive, user-friendly formal mechanism. In FY25,
however, remittances rebounded by USD 6.4 billion to reach USD 30 billion, driven by narrower
exchange rate gaps, stricter anti-money laundering measures, and a renewed sense of patriotism
among Bangladeshis abroad. This increase made a substantial contribution to external sector
growth and supported a positive current account balance.

Figure 7: Remittance Trend (in Billion USD)

Remittance (in Billion USD)

2020-21 2021-22 2022-23 2023-24 2024-25

Source: Bangladesh Bank

Improvement in BoP Signals External Stability but Highlights Need to Address Informal
Outflows: High remittance inflow, steady growth in export earnings and slower imports and



support from multilateral agencies caused the improvement in BoP in FY25, which recorded a
surplus of around $3.4 billion after three consecutive years of deficits. The positive outcome was
further supported by tighter monetary-policy measures that stabilized the foreign-exchange
market, reduced reserve losses, and curtailed undocumented outflows. With the current account,
financial account, and overall balance returning to positive territory, the improvement signals a
stabilizing external sector, though weak import-driven investment suggests that sustaining the
surplus will require continued vigilance to circumvent illegal hundi operations and money

laundering.
Figure 8: Growth of Export, Import and Remittance
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Exchange Rate and Forex Market Stabilized Through Improved Policy Actions:
Improvement in the balance of payments,
coupled with a contractionary monetary
policy, helped stabilize Bangladesh’s
foreign exchange market in the second
half of FY25. A policy shift allowing the
exchange rate to move freely led to a brief
depreciation of the BDT-USD rate in late

Figure 9: Foreign Exchange Reserves
(as per BPM6, in Billion USD)

21.7
May before stabilizing in June, with the
nominal exchange rate closing at 122.77,
reflecting a 3.89% depreciation over the
2022-23 2023-24P 2024-25P

year. To enhance transparency, BB began
publishing the Foreign Exchange Market
Spot Reference Rate (RR) twice daily from January 2025, closely tracking interbank movements.

Source: Bangladesh Bank
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The nominal effective exchange rate (NEER) declined by 7.31% to 67.02, while the real effective
exchange rate (REER) fell only 0.45% due to relatively higher domestic inflation. Interbank activity
increased as market confidence improved, with average daily spot transactions rising to USD 68.3
million in June from USD 7.5 million in March—April, and the share of spot deals reaching nearly
38 % of total trades, though swap transactions remained dominant. BB gradually withdrew from
active intervention between May 15 and June 30, 2025, while net sales of USD 508.38 million
covered government import bills. Despite these outflows, foreign exchange reserves rose sharply
from USD 21.7 billion to USD 26.7 billion by June 2025, supported mainly by strong foreign
assistance inflows and improved external sector performance.

Inflation Moderates Following Coordinated Policy and Supply-Side Measures: Inflation in
Bangladesh showed signs of easing during the second half of FY25 after reaching a decade-high
point-to-point rate of 11.66 % in July 2024. By June 2025, headline inflation had declined to 8.48
%, marking the first time in over two years that it fell below 9 %. Food inflation fell sharply to 7.39
% from 14.10 % in July 2024, while non-food inflation remained relatively stable at 9.37 %. The
moderation in inflation reflects the impact of coordinated policy measures, including the
Bangladesh Bank’s tight monetary stance, with the policy rate held at 10 % since October 2024,
and stabilization in the exchange rate following the adoption of the Crawling Peg Exchange Rate
System and enhanced flexibility. On the supply side, targeted interventions, such as rationalizing
import duties, removing Letter of Credit margin requirements for key imports, improving
commodity stock monitoring, and favorable harvests of vegetable and boro crops, helped ease
food price pressures.

Banking Sector Under Strain Amid Broader Economic Gains: Bangladesh’s banking sector
experienced pronounced stress in FY25, driven by rising non-performing loans, constrained
liquidity, and muted credit growth. Private sector credit expanded by only 6.5 % by June 2025,
which was the lowest on record and well below projections. This reflected weak demand from
non-bank financial institutions, higher borrowing costs under contractionary monetary policy, and
persistent liquidity pressures. In contrast, public sector credit grew by 13.5 %, largely to finance
government spending amid shortfalls in revenue collection. The resulting divergence limited
overall domestic credit growth, restricting private sector investment and economic activity.

On the other hand, liquidity challenges were intensified by loan irregularities, fraud, and
depositor withdrawals, particularly affecting some Shariah-based banks, while the
discontinuation of the 28-day repo facility further constrained funding. In response,
Bangladesh Bank provided targeted liquidity support and lowered the cash reserve requirement
from 3.5 % to 3.0 %. Nevertheless, money market stress persisted, with the weighted average
call money rate rising from 9.08 % in June 2024 to 10.14 % in June 2025, and the interbank repo
rate climbing from 8.56 % to 10.37 %, underscoring the sector’s ongoing vulnerabilities.
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investor-friendly policies.

Bangladesh must continue reforms and sectoral diversification to make FDI a meaningful driver
of long-term growth.

Revenue Mobilization Improves, but Structural Inefficiencies and Unrealistic Targets Limit
Performance: There has been a steady increase in both targeted and actual revenue over the
years, reflecting an expanding revenue base. However, actual collections consistently fall short
of the targets, highlighting ongoing challenges in achieving ambitious revenue goals. This pattern
suggests that while Bangladesh’s revenue mobilization capacity is gradually improving, issues
such as unrealistic target setting, gaps in compliance, and structural inefficiencies continue to
constrain full performance. Overall, the trend points to progress in revenue growth but
underscores the need for more effective planning and implementation to close the persistent
shortfall.
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Figure 12: Trends in Actual Vs. Target Revenue (in Crore BDT)
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Private Sector Investment Slumps Due to Political, Financial, and Infrastructure
Constraints: Private investment in Bangladesh has fallen to its lowest level in five years, dropping
to 22.48 % of GDP in FY24-25 from 23.96 % the previous year, signaling a sharp decline in
business confidence. This slump can be attributed to political instability, high borrowing costs,
inconsistent energy supply, foreign exchange constraints, and slow structural reforms, particularly
in logistics and trade facilitation. The downturn has stalled expansion in export-oriented and
import-substituting industries, reduced imports of capital machinery, and limited the private
sector’s contribution to GDP growth. Rising uncertainty around policy continuity and the election
timeline is further dampening investor sentiment, risking not only domestic investment but also
the inflow of foreign direct investment needed to support industrialization, economic diversification
and employment.

Figure 13: Private Investment as % of GDP

24.02
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Source: Bangladesh Bureau of Statistics
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Employment Trends: Shrinking Labour Force and Weak Job Creation. Since 2023,

23 million and the unemployment rate rising from 3.4 to 3.7 %, particularly among urban women.
Urban, formal, and skill-based jobs for women remain limited, constrained by inadequate
childcare, restricted access to capital, and poor market connectivity. Employment growth has
been sluggish across all major sectors, reflecting weak sectoral expansion and insufficient job
creation, which is further evidenced by a graduate unemployment rate of 13.5 %. With stagnant
private investment, elevated interest rates, and ongoing political and economic uncertainty, labour
absorption is likely to remain constrained, posing risks to industrialization, youth employment, and
sustained economic growth.

1.2 Priorities Going Forward: Policy Imperatives and Structural
Reforms to Strengthen Stability and Growth

Going forward, the government’s foremost priority must be to maintain economic stability
through effective inflation management, job creation, and stronger investment
mobilization. This requires coordinated monetary and fiscal measures to contain price pressures,
while also addressing supply-side bottlenecks in food and energy. At the same time, targeted
support for labor-intensive industries and SMEs, along with expanded skills development
programs, can create productive employment opportunities for a growing workforce and
strengthen the foundations for inclusive growth.

Equally important will be advancing structural reforms that broaden the country’s
economic base. Diversifying exports beyond RMG into sectors such as agro-processing,
ICT, pharmaceuticals, and light engineering is essential for reducing external
vulnerabilities. Parallel efforts to strengthen the financial sector, lower non-performing loans,
and deepen capital markets will help channel investment into productive areas. Embedding
sustainability and inclusivity through renewable energy, climate-resilient agriculture, and
programs that empower women, youth, and rural entrepreneurs will ensure that growth is both
resilient and widely shared.

Assuming minimal supply-side disruptions, a positive real policy rate and stable
international commodity prices are expected to strengthen anti-inflationary measures and
support exchange rate stability, with inflation likely to ease to 6.5-7% by December 2025.
Moreover, the global price outlook remains favorable, with international commodity prices
expected to stay relatively stable, helping to contain imported inflation. Nevertheless, risks persist.
Weather-related disruptions could affect agricultural production and create logistical bottlenecks,
triggering temporary spikes in food prices and reigniting inflationary pressures. Additionally,
renewed global supply chain shocks or heightened geopolitical tensions could push up import
costs.

In case of external sector developments, the balance of payments is expected to improve,
supported by strong remittance inflows and export earnings, maintaining a favorable
current account balance in the coming year. However, limited room exists for further
improvement in the current account balance. A potential rise in imports due to a downward
revision of the policy rate, and a growing primary income deficit, mean that overall balance of
payment progress will depend on developments in the financial account. Eventually, the
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remarkable growth in remittance is likely to reach a saturation point given that the growth is only
supported by the shift from informal to formal channels and not by increase in wage. Downside
risks such as the new US tariffs on Bangladeshi products (particularly RMG) and domestic political
uncertainties could dampen FDI and export growth. Domestically, challenges such as persistent
inflation, slow GDP growth, stagnant private investment, and high non-performing loans may
continue to weigh on the economy in the first half of next year.

Box 2: Bangladesh’s Economy: Recovery, Risks, and Prospects

Inherited Economic Crisis and Reform Initiatives

The interim government inherited a weak economy with high inflation, low FX reserves, a
fragile banking sector, and limited fiscal space.

Comprehensive reforms have been launched to address legal, institutional, structural, and
regulatory weaknesses.

Early Economic Recoveries

Economic activity is rebounding, signaling a turnaround from the business cycle trough.
Inflation has moderated due to monetary tightening, steady commodity supply, and exchange
rate stability though it remains above the target level.

Hawkish policy measures have curbed inflationary expectations.

FY26 Economic Outlook: Moderate Growth with Lingering Risks

Bangladesh’s economy is projected to grow moderately in FY26, led by industrial momentum,
rebound in services and improvement in agriculture.

Near-term recovery depends on stable domestic conditions, easing election uncertainties, and
prudent monetary and fiscal management.

Inflation has eased but remains uncertain due to cost pressures, including effects from U.S.
tariff-related depreciation of Taka.

Favorable factors such as eased geopolitical tensions, stable global prices, a strong harvest,
and calibrated monetary policy continue to ease inflationary pressures.

The external sector shows resilience, with rising export earnings and remittances supporting
exchange rate stability and strengthening foreign exchange reserves.

1.3 Objectives of the Bangladesh Business Climate Index

The Bangladesh Business Climate Index (BBX) is established to evaluate the country’s
business environment, pinpoint areas for improvement, and provide actionable insights
for informed investment decisions. It aims to create a locally relevant index grounded in private
sector perspectives, reflecting the challenges businesses face throughout the business cycle. The
main objective of the BBX is to supply evidence-based guidance to both local and national
government agencies to improve service delivery and formulate practical policy measures that
support business growth. Furthermore, the BBX seeks to benchmark performance within the
country, recognize top performers, highlight best practices, and encourage dialogue between the
government and the private sector to drive policy reforms.

IN
LIMATE INDEX (BBX)

1
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The BBX employs a Stratified Multistage Cluster Sampling approach, with industry-
specific weights assigned according to each sector’s contribution to GDP and
employment. This ensures a comprehensive and representative assessment of Bangladesh’s
business environment. By integrating private sector insights, the BBX captures a broad range of
perspectives, enabling a more accurate understanding of challenges and opportunities across
different industries.

—
Objective of the Bangladesh Business Climate
Index
ncrease public understanding of the business 5 Demonstrate a wide view of
1 enwironment Bangladesh's business environment
2 Highlight elements needed for improving 6 Provide businesses with insights

ousiness ecosystem

3 Fadilitate dialogue between government and 7 Prioritize regulation as per private sector needs
ousinesses

Aims to identify best performers and 8
4 showcase practices and initiatives that can
serve as examples

Information to the public sector for better
decision making

The BBX 2024 provides an overview of Bangladesh’s current business climate. Chapter 1
outlines the country’s development journey and highlights key challenges needing attention.
Chapter 2 discusses the importance of evaluating the business environment and its relevance to
Bangladesh. Chapter 3 explains the methodology used for the assessment, while Chapter 4
identifies major development challenges and priority focus areas. Chapter 5 presents the survey
findings in detail, and Chapter 6 offers in-depth insights and policy recommendations based on
the analysis
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Chapter 2: The Role of Business Indices in Measuring the
Business Environment

2.1 From Progress to Peril: A Difficult Business Environment Facing
Private Sector in Bangladesh

The significance of the private sector in propelling Bangladesh’s economic advancement
remains undeniable. Providing an avenue for the brewing entrepreneurial spirit in the country,
the private sector led to increased employment opportunities, attracted investment and induced
innovation, especially through the Ready-Made Garments (RMG) sector. Innovation is discernible
in the all-pervading mobile financial services, telecommunication, and internet, all owing to the
burgeoning of the private sector.

Despite its importance, an unfavorable business environment continues to threaten the
competitiveness of the private sector. Stringent regulatory framework governing the economy
often curbs the latitude of operation of businesses which increases informal activities beyond the
control of regulatory and tax authorities. Obstructions in the business climate as such not only
disrupt operations of running businesses but also limit the market entry of potential businesses
and staunches both domestic and foreign private sector investment. For instance, private
investment stood at 23.51% of total investment in 2024, continuing a downward trend from
24.18% in 2023 and 24.52% in 2022.

Time and again, global assessments have revealed the frailty of Bangladesh’s business
climate. The lower rank of Bangladesh at 105th out of 141 economies in the Global
Competitiveness Index (GCI) 2019 reflects struggles in different pillars relevant to the business
environment, such as enabling environment, human capital, market and innovation system.
Published in 2020, the Ease of Doing Business graded the country 168th of 190 countries,
accentuating the highest obstructions caused by enforcing contracts, registering property, trading
across borders, and access to electricity.

Remarkably, more contemporary rankings varied less in outcome regarding business
environment, demonstrating the persisting weakness in its nature. According to the recently
published Business Ready Report 2024, Bangladesh struggles most with regulatory framework
(56.99 points) and moderately with public services (41.64 points) and dragged these pillars down
to the bottom and fourth quintile respectively. Lack of digital services with respect to liquidation
and reorganization proceedings, organization structure of courts and digitalization of intellectual
property services dispersed struggles in business solvency, dispute resolution and market
competition.

Further corroborating the complexities in the business climate is the Global Innovation
Index 2024. A minimal score of 38.6 for the business environment sub-topic of the index attributes
the low score to the country’s political instability for doing business. Despite differences in pillars,
and sub-pillars of each of the measures with exceptions in methodology, two things are certain:
(i) Bangladesh’s business climate is fraught with barriers; (ii) The country’s competitiveness is at
high stake.
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Bangladesh Struggles to Improve Standing on Global Indices

Time and again, global assessments have revealed the frailty of
Bangladesh’s business climate

<
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Generally, a non-conducive and inefficient business environment is correlated with rent-
seeking behavior. Countries with excessive red tape and extensive interactions between the
private sector and the government tend to offer significant opportunities for exploitation. For
instance, the countries ranked in the bottom 20 in Transparency International's Corruption
Perceptions Index typically require an average of 8 procedures to initiate a business and 15
procedures to secure a building permit. In contrast, the top 20 countries complete the same
processes with 4 and 11 procedures, respectively. Not to mention, the introduction of electronic

Disadvantages of Corruption Perceptions Index

Inefficient Business Top 20 Countries Bottom 20 countries
Environment
) ) ) v’ 4 procedures on average to initiate a v' 8 procedures on average to
» An inefficient business business initiate a business
enwronm‘ent 1S Correlated with v 11 procedures on average to secure v 15 procedures on average to
rent—seekmg behavior a building permit secure a building permit

» Countries with heavy red tape
and frequent public-private

interactions often create What are the top countries doing right?

opportunities for exploitation.

» The introduction of electronic compliance measures is linked to
A robust business environment for a reduction in informal payments.
reducing corrupt practices and

streamlining business processes.
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compliance measures is linked to a reduction in informal payments. This underscores the
significance of a robust business environment for reducing corrupt practices and streamlining
business processes.

2.2 Departing from One Size Fits All Approach of Multi-Country
Business Environment Assessments

For all the numerous benefits of the multi-country indexes, there exists limitations. That is
not to mention that global indices are not useful. Business indices play a crucial role in identifying
successful practices that can be replicated across the entire business environment. For instance,
according to the Doing Business report, the top-performing countries, utilizing electronic systems,
such as online business incorporation processes, electronic tax filing platforms, and online
procedures for property transfers, exhibit sound business regulation and a high level of
transparency. Research indicates that countries excelling in the Doing Business report experience
increased entrepreneurial activity, leading to enhanced employment opportunities, higher
government tax revenues, and improved personal incomes. Furthermore, business indices
enable policymakers to objectively measure the impact of their interventions and communicate
the rationale for reforms to a wider audience, including the country's citizens.

However, these indices generally do not offer a comprehensive assessment of the overall
business climate for targeted sector-wise improvements. Multi-country indexes often assess
different countries with diverse characteristics on a unified scale that might not be applicable for
these countries all the same. Therefore, certain countries receive favorable ratings while others
do not, particularly on matters that are not universally applicable or are of varying importance
across nations.

Furthermore, the complex, evolving, multi-dimensional, and uncertain nature of any
business environment requires its constant evaluation. Firstly, global indexes are not always
updated regularly or are discontinued. For instance, The Global Competitiveness Index was not
updated after 2019. Since then, the business climate of many countries has not been static.
Similarly, the discontinuation of the Doing Business report after 2021 also poses similar
challenges of not being able to assess the countries based on the same pillars in different years
to understand the underlying trends.

Secondly, different indexes assess countries with different objectives, metrics and target
areas and do not cover all aspects that might be relevant to a country. The B-ready index,
unlike the World Bank’s Global Economic Prospects, does not cover macroeconomic conditions.
While the Doing Business project prioritizes assessing the business environment for small and
medium enterprises, the B-READY project targets private sector development as a whole.

Lastly, the business environment is interdependent on other factors such as global policy
and not all global policy leaves a uniform impact on all countries. For instance, the reciprocal
tariff rates of the United States are 37% for Bangladesh, while it is 14% for Nigeria, leaving a
disproportionate impact on the business environment of the countries, requiring different actions
to address this.

In this regard, single-country indexes emerge as a valuable guiding measure in improving
the business environment of the country. The unique problems and variables of a country
requires a customized measure taking into account the cultural context. The concept of
formulating a homegrown index is not novel. Previously, many countries including Bangladesh
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have adopted a single-country index, choosing intensive over extensive study to focus on the
unique characteristics of the country.

CANADA-BUSINESS OUTLOOK SURVEY INDICATOR: It is a key measure of business sentiment and economic outlook compiled by the Bank
of Canada. It provides valuable insights into the business climate, including factors such as production, new orders, sales, and employment.
Each quarter, the Business Outlook Survey (BOS) results are based on interviews with senior management of about 100 firms. The BOS
indicator was -3.51 in 2023 Q3, down from -2.31 in 2023 Q2. This is the indicator's lowest level in over a decade, except for a brief period
early in the COVID 19 pandemic.

CHINA-BUSINESS CLIMATE INDEX: The index is a major gauge of the country's macroeconomic outlook based on a survey of various
enterprises. It is scaled from 0 to 200 points, with 100 being the critical value. A reading of more than 100 indicates a sound and optimistic
climate, while a reading below 100 is a sign of a pessimistic business environment. The index provides valuable insights into the state of the
Chinese economy and is closely monitored by investors and policymakers.

FRANCE-BUSINESS CLIMATE COMPOSITE INDICATOR: It is a significant measure that summarizes information from surveys conducted in the
manufacturing, services, trade (retail and wholesale), and building construction sectors. The indicator is closely monitored by investors,
policymakers, and analysts to gauge the economic outlook and make informed decisions. The indicator averaged 100.08 points from 1977
until 2023.

GERMANY-IFO BUSINESS CLIMATE INDEX: The IFO Business Climate Index is the most important leading indicator for the development of

the economy in Germany. The index is calculated based on the responses of manufacturers, service providers, trade, and construction

companies, and is published every month. It is an important tool for assessing the economic climate in Germany and is closely monitored by
| investors, policymakers, and economists. It measures the business perceptions of both current and future German business conditions.

JAPAN-SHOKO CHUKIN BUSINESS CONDITIONS DIFFUSION INDEX (DI): The Shoko Chukin Business Conditions DI is a key economic indicator
produced by the Shoko Chukin Research; a Japanese organization affiliated with the Shoko Chukin Bank. The index is used to gauge the
economic conditions in Japan. It measures the diffusion of business conditions, reflecting the percentage of companies reporting an
improvement minus those reporting a deterioration. The index is an important tool for assessing the overall business climate and economic
outlook in Japan.

VIETNAM-PROVINCIAL COMPETITIVENESS INDEX (PCl): Vietnam’s Provincial Competitiveness Index (PCI) is a annual assessment that
evaluates and ranks the quality of economic governance by provincial authorities in fostering a favorable business environment for private
sector development. The PCl is built on ten sub-indices that capture critical aspects of local governance influencing enterprise growth.

SOUTH KOREA-BUSINESS SURVEY INDEX (BSI): BS! is the country’s key measure of business confidence, compiled monthly by the Bank of
Korea through a survey of around 2,800 firms across manufacturing and non-manufacturing sectors. The BSI is a diffusion index that
captures firms’ assessments of current business conditions and their outlook for the near future, based on factors such as production, sales,
orders, inventories, profitability, investment, and employment.

2.3 Inception of BBX: A Homegrown Response to Global Ranking Gaps

In 2021, the first ever Bangladesh Business Climate Index (BBX) came into existence. It
departs from global indexes in terms of offering the flexibility of defining parameters that are highly
relevant to the country’s business climate. This index is useful for policymakers, investors, and
researchers in terms of obtaining valuable insights to evaluate Bangladesh's performance across
various economic and social aspects. This includes assessing the regulatory environment for local
businesses, understanding the impact of laws and regulations on business activity, making well-
informed decisions regarding policy reform and private investment, and identifying successful
practices in regulatory reform. The data also supports research on institutions and regulation,
providing a comprehensive understanding of the business landscape in Bangladesh.

With the objective of providing an understanding of the quality of the business
environment in the country, the index identifies strengths, barriers and improvement areas
for investment and private sector development. This identification facilitates the prioritization
of interventions needed to enhance economic productivity and growth. In reality, BBX not only
recognizes but expounds impeding factors in the current regulatory environment surrounding the
business landscape. Identification of bottlenecks responsible for bureaucratic delays and higher
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cost of compliance helps government agencies prioritize and formulate reforms targeted to
address these obstacles for greater investment, efficiency and development.

BBX encompasses a pragmatic view of the existing investment climate and relevant
hindrances in different sectors of the country. Not only does the index capture differences in
the regulatory environment of the regulations and the level of enforcement across locations and
sectors within the country, it provides data on each selected location and sector, along with
recommendations to improve performance. By incorporating perspectives of the entrepreneurs, it
helps in the formulation of evidence-based micro-policies to enhance the business climate of the
country. It can also open space for policy discussions to identify good practices. This tool is
exceedingly relevant for the government of Bangladesh, especially in creating sensible corporate
regulating laws.

A homegrown index, BBX aligns with Bangladesh’s development aspirations and can help
build robust institutions. This analysis helps understand the scale of the informal economy and
impact of different legislations on factors such as poverty, corruption, employment, and credit
accessibility which aid informed decision-making. An empirical benchmarking that allows
policymakers to gauge constraints per industry and region.

Recognizing the evolving nature of the business climate and uncertainty of policy
landscape, BBX is updated annually. This annual update enables decision-makers to
understand the advancement, evaluate the impacts of policy changes and share insights on
successful policies. Such regular assessment helps craft practical policy recommendations that
can not only be updated but also adjusted and enhanced to build a positive business environment
within the nation.

" The Bangladesh Business Climate Index (BBX) is GQMWNMI xe.%
Reasons: '

»

Development Priorities

The BBX is in line with Bangladesh's development priorities, aiming to become a middle-income country with diversified
export industries and a more productive industrial and service sector. The country is now ready to embrace a new growth
nodel supported by an updated policy framework, building on the achievements of its initial economic expansion.

Economic Challenges

t refiects the various business and cconomic obstacles faced by Bangladesh as it strives to address competitivencss
challenges, particularly as it modemizes its key sectors such as the ready-made garment (RMG) industry and aims for
substantial growth in exports. The BBX can provide tailored insights for different high-growth sectors, aiding in the country’s
advancement.

Institutional Strengthening

As Bangladesh aims to transition to an upper middle-income economy, there is a pressing need to strengthen its institutions,
particularly in terms of government policy responsiveness and coordination. This is crudial, as institutional factors are 3 major
distinguishing element between middie-income and higher-income countries. The experience of East Asian economies
highlights the significance of strong institutions and a meritocratic bureaucracy In guiding nations toward prosperity.
Therefore, as Bangladesh addresses its economic challenges and pursues its development goals, the focus on institutional

strengthening is paramount,

| Empirical Benchmarking
t offers practical and specific benchmarks based on empirical data, enabling policymakers to assess the challenges within each
ndustry and region. The BBX provides quantitative measurements that are comparable to other indicators, delving deeper into §
various aspects. This allows for a detailed analysis of industries and activities, benefiting from a large sample size and
methodological rigor. Unlike global indices that use a uniform scale to measure over a hundred countries, the BBX focuses on
tailored assessments, providing a more nuanced understanding of the economic landscape.
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Figure 14: What Makes a Home-Grown Business Index Critical for Bangladesh
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A regular evaluation of the business climate offers a systematic overview of an otherwise
uncertain policy landscape. This process enables decision-makers to assess their
advancements, evaluate the impacts of policy changes, and share insights on successful policies.
The assessment furnishes practical policy recommendations that can be implemented, adjusted,
or enhanced to foster a positive business environment within the nation. It equips policymakers
with a prioritized roster of actions required to bolster economic efficiency and expansion.
Additionally, it presents a framework for identifying the strengths and weaknesses in
Bangladesh's business environment.

Business indices play a crucial role in identifying successful practices that can be
replicated across the entire business environment. According to the Doing Business report,
the top-performing countries commonly utilize electronic systems, such as online business
incorporation processes, electronic tax filing platforms, and online procedures for property
transfers. These countries also exhibit sound business regulation and a high level of
transparency. Research indicates that countries excelling in the Doing Business report experience
increased entrepreneurial activity, leading to enhanced employment opportunities, higher
government tax revenues, and improved personal incomes. Furthermore, business indices
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enable policymakers to objectively measure the impact of their interventions and communicate
the rationale for reforms to a wider audience, including the country's citizens.

Business climate data and analysis provide valuable insights for policymakers, investors,
and researchers to evaluate Bangladesh's performance across various economic and
social aspects. This includes assessing the regulatory environment for local businesses,
understanding the impact of laws and regulations on business activity, making well-informed
decisions regarding policy reform and private investment, and identifying successful practices in
regulatory reform. The data also supports research on institutions and regulation, providing a
comprehensive understanding of the business landscape in Bangladesh.

The presence of a non-conductive and inefficient business environment is often
associated with rent-seeking behavior. Countries with excessive red tape and extensive
interactions between the private sector and the government tend to offer significant opportunities
for exploitation. For instance, the countries ranked in the bottom 20 in Transparency
International's Corruption Perceptions Index typically require an average of 8 procedures to
initiate business and 15 procedures to secure a building permit. In contrast, the top 20 countries
complete the same processes with 4 and 11 procedures, respectively. Not to mention, the
introduction of electronic compliance measures is linked to a reduction in informal payments. This
underscores the impact of business environment efficiency on reducing corrupt practices and
streamlining business processes.

2.3 From Inception to a National Benchmark: BBX Guiding Business
and Policy Actions

Since its inception in 2021, BBX has steadily evolved into a credible and influential
benchmark of Bangladesh’s investment climate. Successfully implemented for three
consecutive years (2022-2024), it now moves toward its fourth edition in 2025 with sustained
momentum. lts credibility has been further reinforced by global recognition, being cited in the
flagship ADB-OECD report ‘Road Map for Investment Policy Reforms and Sustainable
Development in Bangladesh’ (April 2025). Each launch has drawn wide media coverage and
positive reception, positioning BBX as a trusted voice in investment discourse. At the same time,
business chambers such as MCCI and FICCI, alongside policymakers and industry leaders, have
engaged with BBX findings to guide both investment decisions and strategic planning. With its
robust methodologies, broader outreach, and deeper analysis, BBX continues to extend its scope
and relevance to meet emerging business and regulatory challenges.

The impact of BBX has been visible across multiple fronts data-driven insights,
stakeholder trust, and government engagement. By establishing itself as a granular
benchmark index, BBX has provided sectoral and divisional analysis that supports evidence-
based decision-making in both public and private sectors. Its influence has also reached into
policymaking, with the Bangladesh Investment Climate Improvement Program (BICIP) of BIDA
relying on BBX as a key reference in designing its annual reform plan. On the intelligence-building
front, BBX has created a database of 7,000 businesses across all divisions, engaged around
3,600 businesses about its purpose, and collected responses from 1,553 firms since 2021. Each
respondent answered an average of 111 questions, creating a rich foundation for index building
and interpretation. This consistent process of outreach, feedback, and application has not only
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strengthened the trust of businesses and policymakers but also cemented BBX's role as a reliable
source for shaping Bangladesh’s investment landscape.

Figure 15: Journey Since 2021: BBX Gained Strong Credibility, Outreach, and
Data

Sustained ssfully implemented for three consecutive years (2022-2024), now
Momentum advancing toward its 4th edition in 2025.

Recognized by | Cited in Flagship Global ADB-OECD report: “Road Map for |
Development | Policy Reforms and Sustainable Developmentin Banglades
Partners reinforcing BBX's credibility as a policy reference.

Each BBX launch has received wide media coverage and positive
reception, positioning it as a trusted source for investment climate
updates.
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Engagement
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Trust and FICCI website), industry leaders, and policymakers, who regularly engage
Engagement with BBX findings to guide investment and strategic decisions.

Established as a benchmark index, offering granular, division and sector
level insights that support evidence-based decision-making in the public
and private sectors.
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Building a Robust Business Intelligence Base

A database of 7,000 Approximately 3,600 A totalof 1,553 businesses | Each responcing business

businesses established since businesses were contacted responded to the BBX survey entity answered sround 111

2021 across all 8 divisions and informed about the singe 2021 questions, which were used
purpose of BBX for index building and

result interpratation

BBX is well positioned to play an even more critical role amid the ongoing uncertainties in
both global and domestic business environments. With rising geopolitical tensions, supply
chain disruptions, and local economic challenges shaping investment decisions, the need for
credible, data-driven insights has never been greater. By maintaining its analytical rigor and
fostering dialogue among policymakers, investors, and businesses, BBX can continue to serve
as a stabilizing reference point- helping stakeholders navigate volatility, identify opportunities, and
build resilience in Bangladesh’s evolving investment climate.
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Chapter 3: Methodology

The Bangladesh Business Climate Index (BBX) is an index that seeks to measure the
business environment in the country and provide a comparative picture of the regulatory
landscape across 8 Bibhags or Divisions across Bangladesh. The BBX is composed of 11
indicators or pillars modified from academic literature, to suit the local context of Bangladesh.
These sub-indices aim to capture elements of the local business environment, and the issues
businesses and intermediaries face in engaging with regulations. The BBX comprises the
following 11 pillars — Starting a Business; Access to Land; Availability of Regulatory Information;
Business Infrastructure; Labour Regulations; Dispute Resolution; Trade Facilitation; Paying
Taxes; Technology Adoption, Access to Finance; and Environmental Regulations and Standards.

Figure 16: The 11 Pillars of the Bangladesh Business Climate (BBX) Index
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*Each of the 11 pillars comprises a total of 35 sub-indicators which are shown below.
Pillar 1: Starting a Business

This pillar measures the ease of incorporation of a new business in Bangladesh and the
associated registration regime, focusing on the overall time taken by a business to register and
receive approval to start a business, the official costs of licensing, and the ease of engaging in
these regulatory processes.

S. No. Indicator

1. Time and cost to obtain Incorporation certificate
2. Time and cost to obtain VAT Registration

3. Time and cost to obtain Trade License

4. Time and cost to obtain e-TIN Certificate

Pillar 2: Access to Land

This pillar measures the ease of access to formal ownership of land, and the security of tenure of
legally registered land title.

S. No. Indicator

1. Ease of dealing with land related agencies
2. Ease of access to land ownership details and associated encumbrances
3. Time and cost to transfer land title
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Pillar 3: Availability of Regulatory Information

This pillar measures the ease of access to regulatory information and documentation required to
set up and run a business and the extent to which new regulatory and policy changes are
predictably communicated to businesses.

S. No. Indicator

1. Access to existing regulatory information regarding setting up and operating business
2, Certainty of business regulations impacting business

3. Online access to regulatory information

4. Information regarding new regulatory policies

Pillar 4: Business Infrastructure

This pillar measures the extent of availability of quality infrastructure and industrial utility services.

1. Access to utility services (electricity & water)

2, Access to transport & logistic services

3. Access to internet and mobile connectivity

4, Transparency of formation of new regulatory policies

Pillar 5: Labour Regulations

This pillar measures the ease of hiring skilled and unskilled labour and the ease of engaging in
the formal labour regulation system.

1. Ease of compliance with labour regulations

2, Ease of labour returns and filings

3. Access to skilled labour

4, Access to skill development resources for labour

Pillar 6: Dispute Resolution

This pillar measures the efficiency of the judicial system and access to alternate dispute resolution
mechanisms.

1. Confidence in judicial system to uphold contracts and property rights
2, Improvement in resolution of commercial disputes
3. Access to alternative dispute resolution mechanisms

Pillar 7: Trade Facilitation

This pillar measures the ease of dealing with the trade regulatory agencies during export and
import of goods and services.
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Indicator

Time and cost to obtain customs clearances for exports
Time and cost to obtain customs clearances for exports
Ease of dealing with government agencies at the port

ol iad e

Pillar 8: Paying Taxes

This pillar measures the ease of paying taxes in Bangladesh

[S.No  ndicatr
1. Time to file and pay VAT
2. Time to file and pay Income Tax
3. Ease of filing returns for VAT and Income Tax
4, Stability of tax environment

Pillar 9: Technology Adoption

This pillar provides an assessment of the access to and the use of technology to conduct business
activities.

1. Ease of access to sell products or services online
2. Level of technology adoption for business functions
3. Procurement of new technology equipment for business

Pillar 10: Access to Finance

This pillar measures the avenues and efficiency of access to finance for firms in Bangladesh.

S. No. Indicator

1. Access to credit

2, Key source of financing for businesses

3. Access to Non-Banking Financial Institutions

Pillar 11: Environmental Regulations, and Standards

This pillar measures the efforts given and investments undertaken to maintain environmental
standards.

S. No. Indicator

1. Efforts to reduce waste

2, Difficulty in water conservation

3. Investment in energy-efficient business operations
4. Investment in green building designs and operations
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3.1 Data Collection

Based on a review of literature and prior experience with enterprise surveys, an interview
length of more than 45 minutes leads to respondent fatigue, places a burden on the
respondent, and affects the quality of response.

The questionnaire for this exercise has been developed keeping these considerations in mind.
We have developed a bespoke strategy for data collection, responding to the limitations posed
by the COVID-19 pandemic, which has allowed us to capture data through various mechanisms,
and prioritize both the quality and the coverage of the interviews. Following are the methods we
have deployed:

1. Face to face interviews
2. Phone interviews
3. Online questionnaires

3.1.1 Questionnaire

Regardless of the mode of data collection, the base questionnaire remains common across
methods to ensure consistency in the data that is collected.

The team has developed robust questionnaires which cover all 39 sub-indices, capturing both
objective yes/no responses, and more subjective interpretations from businesses and
intermediaries. Our experts have ensured that all relevant indicators for the study are captured
and that the wording, logic and flow are appropriate. The questionnaires were translated into
Bangla by our qualified professional translators.

The questionnaires have undergone a robust pre-test to ensure that the logic is accurate. The
pre-test checked the questionnaires for the following:

Appropriateness

Whether survey items are appropriately phrased and understood by the study
respondents.

Acceptance

Whether items are relevant to the local context and are acceptable to study
respondents.

Consistency

Whether items are consistent with preceding and succeeding items.

Sequencing

Whether items are correctly placed in the questionnaire.
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3.1.2 Training

The questionnaire has a set of questions at the beginning of the interview that aims to capture
basic firm-level data for each interviewed firm. This includes the size of the investment, the
number of employees, and the sector the firm operates.

3.1.3 Quality Assurance

Intensive training has been undertaken for interviewers and supervisors for the interviews,
which have included both classroom training and mock sessions. The training has been led
by the team leader, business environment lead, survey manager, and survey specialists along
with review by and inputs from MCCI.

Our survey implementation focuses on collecting high-quality data through efficient resource
utilization, following three main principles:

1. Quality control: Quality assurance at every stage (starting from study design, sampling, tool
development, translation to final data delivery)

2. Risk management: We have worked closely with the project stakeholders for the entire
duration of the project through careful and extensive planning to avoid unforeseen events or
mitigate challenges, that may have disrupted data collection

3.1.4 Data Analysis

Effective stakeholder dialogue: To ensure all the steps of data collection reflect the needs of the
stakeholders, we have engaged in continuous and effective dialogue through every phase of the
project.

The final index score is constructed using the following key steps:

1. Data is analysed by Divisions, and the first step is to prepare the absolute scores across 39
indicators for each Division. This gives 39 x 8 = 312 data points to begin with.

n
Bi = Z xj,k

i=1
Where, B is the value of the indicator; i is the sub sector and k is the sub indicator; Xjk is the
score of the ith term in j sub sector and k indicator and n is the total number of firms surveyed

2. The next step is to calculate an aggregate score for Bangladesh, for each of the 39 indicators.
This is a simple average calculated by adding up the score for any particular indicator across
the 8 Divisions and dividing by 8. This gives us the average performance across all 39
indicators for Bangladesh.

izt Xj k

Bi= 8

Where, B is the value of the indicator; i is the sub sector and k is the sub indicator; Xjk is the
score of the ith term in j sub sector and k indicator and n is the total number of firms surveyed
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3. Next, each of the 39 individual indicators is compared across each Division and standardised
as a score on a scale of 1 to 10. The best performing score (highest or lowest depending on
the specific case) is given 10 points, and the other Divisions get a relative score from 0 to 10
considering the value associated with 10 as a benchmark for each indicator. This step assigns

a score between 0 and 10 to each indicator in each Division.

The next step is to calculate absolute scores across the 11 sub-indices and determine the

best performing Divisions across each sub-index. This is a simple arithmetic total of the scores
assigned to the five indicators in each sub-index for each Division. This step gives us sub-
index wise best performing Divisions.

5. The last step is to calculate a combined overall score. This score is calculated using absolute
scores for each sub-index for each Division, with each indicator carrying equal weight. This

step gives us a final aggregate score for each Division.

Number

10

1

Table 3: Weights of the Pillars

Pillar Area
Starting a Business
Access to Land
Availability of Regulatory Information
Business Infrastructure
Labour Regulations
Dispute Resolution
Trade Facilitation
Paying Taxes
Technology Adoption
Access to Finance
Environmental Regulations and Standards

Total

Weight
9.09%
9.09%
9.09%
9.09%
9.09%
9.09%
9.09%
9.09%
9.09%
9.09%
9.09%

100%
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3.2 Survey Respondents

The final metric is an aggregate score for Bangladesh that provides a sense of the overall
quality of the business environment in Bangladesh. This has been developed by compiling
all the sub-indicators of the index.

The BBX is based on the survey inputs obtained from Bangladesh business owners and
business intermediaries such as lawyers and chartered accountants. Business owners
responded to the survey questions with the following indicators — Starting a Business, Access to
Land, Availability of Regulatory Information, Business Infrastructure, Labour Regulations, Trade
Facilitation, Technology Adoption, Paying Taxes and Access to Finance. For the purpose of this
survey, respondents were from the top management of businesses or ‘the most knowledgeable
employees’ of the respective businesses. When feasible, priority was given to the representative
who has the most knowledge of the firm approved by the business owners.

Figure 16: Respondent type and Pillars covered in BBX 2024-25

Business Owner Business Executives/ Managers

Pillar Covered Pillar Covered
Starting a Business Starting a Business
Access 10 Land Paying Taxes
Availability of Regulatory Information Dispute Resolution

Infrastructure
Labour Regulations
Trade Facilitation
Paying Taxes
Access o Finance

Dispute Resolution

Business intermediaries such as lawyers and chartered accountants are usually engaged by
business owners for incorporation of new business, complying with tax regulations, and resolution
of legal disputes. Therefore, inputs from such intermediaries were undertaken for the following
indicators — Starting a Business, Paying Taxes, and Dispute Resolution.

3.3 Sampling Design and Sample Size

The Bangladesh Business Climate Index (BBX) will be an annual index that reflects a
multitude of challenges present in the business environment in which firms operate. BBX
aims to select a representative national sample by delving into all eight Divisions of the country.
The following key principles will guide you to draw a rigorous sampling unit from the sampling
frame:

o Statistical robustness: Ensure that data reliability and consistency satisfy all statistical
significance test criteria and that the survey data provides unbiased and consistent
estimates. As a measure of precision, we also calculate survey weights.
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o Diversity of population group: The survey is administered on the industries that have
significant contributions to GDP and employment in the economy. To capture the diversity,
we form Strata which are internally homogeneous by nature; consequently, clusters are
formed to capture heterogeneity arising from confounding factors.

3.4 Study Design

The Bangladesh Business Climate Index (BBX) will follow a cross-sectional study design that
aims to select nationally representative samples across the country.

3.5 Sampling Design

To ensure a comprehensive and accurate representation of diverse industries across the
nation, we propose employing a Stratified Cluster Sampling Approach to determine the
final sample size for the study. According to this approach, strata should be non-overlapping
and exhaustive, guaranteeing a precise representation of the entire population.

At the first stage, the broad sectors identified by the Bangladesh Bureau of Statistics (BBS) would
be used as stratification unit and the following reasons support our rationale for stratification in
this study:

e Businesses within each broad sector are internally similar in terms of their mode of
operation.
e The allocation of samples among the strata will be proportional, based on their respective
contributions to the country's GDP and employment.
In the second stage, the administrative divisions will be treated as clusters. These clusters
are selected to ensure that each one is a representative subset of the entire population.
Within each division, a diverse range of sectors exists, each containing numerous
businesses/firms. Weights have been assigned to the clusters based on the proportion of total
establishments per division, as derived from the Bangladesh Economic Census of 2024.

Manufacturing industries will be divided into sub-sectors based on their contributions to
Gross Value Addition and Employment, using the latest Labour Force Survey and
Manufacturing sector data. Industry size will be factored in, with a sample ratio of 80:20 for
SMEs and Large industries (Statistics of Bangladesh Manufacturing Industry, 2023).
Randomization will be employed for sample selection in the final stage.

Notes on sector selection: We've considered sectors that collectively contribute to a minimum of
75% of the total GDP and employment. Subsequently, a weighted average/mean value has been
computed for the sectors' contributions to GDP and employment. In this calculation, 75% of the
weight is assigned to GDP contribution, while the remaining 25% pertains to employment. These
weights have been determined based on expert opinions in this field.
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Figure 17: Weight of Sectors (BBX 2024-25)
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Figure 18: Cluster Weight of Each Selected Division by the Proportion of
Establishments
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Figure 19: Distribution of Manufacturing Industries by Sub-Sectors
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3.6 Estimation of Sample Size

Sampling Frame

We will consider the database for Bangladesh Economic Census 2023 as the sampling
frame for the study. From the database we will only consider permanent establishments as our
ultimate target and exclude the data of temporary and household economic units.

Estimation of Sample Size

In accordance with the suggested design, we've employed the subsequent sample size
determination formula to attain an optimal number of samples, essential for robust
statistical estimates. Importantly, we've made an adjustment to account for the precision loss
stemming from clustering. This adjustment involves applying a moderate design effect of 1.30,
signifying the inclusion of an additional 30% of sampling units compared to a single-stage
sampling approach.

Z*p(1 -
EZ

N = Sample size

Z =1.96, Z value at 5% level of significance

p = population proportion = 0.5, as it provided maximum sample size
q=1-p

€2 = Maximum error consideration = 5% or 0.05

de = Design effect = 1.30
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Somr X 130~ 499

Please note that this represents the minimum required number of samples for achieving
statistical precision. Since we've taken into account sectors contributing to 80% of the weighted
average of GDP and employment, this approach yields 405 samples. The additional 94 samples
will be gathered from sectors that were not factored into the weighted average calculation.

Allocation of Samples

As described, we will follow a proportional allocation method according to available
nationally representative weights. The allocation is depicted in the following tables (table 4 and
5). Furthermore, we will allocate samples for Manufacturing according to the weight of table 3.

Table 4: Allocation of Samples by Administrative Divisions Across Sectors

Allocation of Samples by Administrative Divisions

Sectors
Sanéi):;;tsaper Dhaka = Chottogram Rajshahi Rangpur | Khulna = Sylhet = Barishal = Mymensingh

Manufacturing 99 24 19 13 11 11 7 6 8
Agriculture and Forestry 100 24 19 13 11 11 7 6 8
Wholesale and Retail Trade 73 18 14 9 8 8 5 5 6
Transport, Storage and 38 9 7 5 4 4 3 2 3
Communication

Construction 43 11 8 6 5 5 3 3 3
Rea! Estate, Renting and 38 9 7 5 4 4 3 3 3
Business

Financial Intermediaries 13 3 3 2 1 2 1 1 1

Note: During the survey if we don’t get the calculated number of establishments for each administrative Divisions, it will
be substituted by available industry from nearby Division.

Table 5: Distribution of Samples in Manufacturing Industry

Allocation of samples by administrative Divisions

Manufacturing indust
g v Samples Dhaka  Chottogram  Rajshahi Rangpur  Khulna Sylhet = Barishal Mymensingh
per Strata

RMG 49 12 9 6 3

Textiles 22 5 4 3 2 1

Food and Beverage 12 3 2 2 1 1 1 1 1
Elec_troni_cs and Light 7 2 1 1 1 1 0 0 1
Engineering

Pharmaceuticals & Chemicals 5 1 1 0 0

Leather and Tannery 4 1 1 0 0 0 0 0

34



<3 BANGLADESH

BUS

S S
& CLIMATE INDEX (BBX)

3.7 Survey Administration

A team of 10 skilled research assistants with prior relevant experience will be selected and
employed for data collection. This team will undergo comprehensive training on the survey's
objectives, terminology, and data collection techniques. The questionnaire will be digitally
programmed using the Kobo Toolbox platform, ensuring real-time data entry. Prior to the final
data collection phase, each enumerator will test 5 questionnaires in a pilot study.

Given that BBX is moving into its 4th iteration, we intend to re-interview approximately 5% of the
respondents from the past couple of years. This approach will enable us to gauge changes in
impressions within a specific cohort. Notably, the positive response from Foreign Direct Investors
(FDIs) in 2022 and 2023 prompts us to expand our focus on FDIs in 2024 as well, aiming to
include around 15 to 20 FDIs in the study.

Furthermore, this year's survey aims to introduce a distinct pillar dedicated to
Environmental/Green Growth, along with the inclusion of additional questions within the Access
to Finance pillar. Drawing from our experience in the previous three iterations, we have observed
that landlords are better positioned to provide accurate responses in the Access to Land section.
As a result, we will endeavor to engage landlords within firms whenever feasible and appropriate.
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Chapter 4: Building A Conducive Business Environment: An
Imperative for Bangladesh’s Future Economic Growth

For several decades, private investment reinforced by the strength of garments
and remittances has driven Bangladesh’s rise, but sustaining this momentum now
demands a more diversified, and vibrant investment landscape. This in turn
requires a far stronger business environment. The trajectory since late 1970s lifted
millions out of poverty, created a growing middle class, and supported average annual
GDP growth of more than 6 %. Yet the growth model built on RMG exports and
remittances is under strain.

Tariff preferences will erode after the country’s graduation from Least Developed
Country (LDC) status in 2026, and global trade disruptions are heightening external
risks. Domestic vulnerabilities including inflation, frequent protests and disruptions, high
interest rates, energy bottlenecks, and financial sector fragilities are constraining
economic competitiveness. The quality of a sound business environment determines a
nation’s ability to provide entrepreneurs with predictable rules, efficient institutions, and
low transaction costs. Conversely, weak governance, corruption, and bureaucratic red
tape discourage investment and innovation challenges Bangladesh continues to face
despite repeated pledges of reform.

Strengthening the business climate is central to Bangladesh’s next phase of
transformation. A transparent and predictable regulatory environment is needed to
rebuild investor confidence in the aftermath of recent political and economic turbulence.
Improved competitiveness in logistics, finance, and infrastructure will determine whether
Bangladesh can keep pace with regional peers such as Vietham and India. At the same
time, a more open and rules-based ecosystem is vital to unlock the potential of SMEs,
expand employment opportunities, and align with global compliance.

4.1 Efforts Towards Economic Recovery and the Developments in
Business Environment

In the backdrop of social and political unrest globally, Bangladesh embraced 2024-25 with
heightened vulnerabilities. The country recorded the steepest decline in peacefulness
worldwide on the 2025 Global Peace Index, falling to 123rd place as political violence, student
protests, and communal attacks escalated. Internal conflict deaths rose from just 12 a year earlier
to 436, while clashes involving security forces and political groups claimed about 1,400 lives'.
The ousting of the Prime Minister and the formation of an interim government under Dr.
Muhammad Yunus added further uncertainty. Investor confidence eroded, private investment
stalled, and long-standing structural weaknesses foreign exchange shortages, inflation, energy

1 JEP Global Peace Index Report 2025

37



38

bottlenecks, and financial sector fragilities intensified. While exports and remittances remained
resilient, political instability and weak governance cast doubt on Bangladesh’s ability to sustain
its past growth momentum.

Table 6: IEP Global Peace Index Ranking 2025

REGIONAL COUNTRY OVERALL CHANGE IN OVERALL
RANK SCORE SCORE RANK

Bhutan

Nepal 1.987 -0.034 76
Sri Lanka 2.075 -0.029 97
India 2.229 -0.013 115
Bangladesh 2.318 0.271 123
Pakistan 2.797 0.092 144
Afghanistan 3.229 0.009 158
REGIONAL 2.31 0.044

AVERAGE

Source: Institute for Economics & Peace 2025

In this turbulent environment, the interim government assumed power in August
2024 with a mandate: restore law and order while laying the groundwork for
economic stabilization and political transition. Early measures included recruitment
of 60,000 new police officers, reform commitments by the Rapid Action Battalion, and
targeted dismissals or transfers of over 70,000 public servants linked to corruption or
partisan abuse. On the economic front, banking sector governance improved,
unnecessary harassment of businesses was curtailed, and international institutions such
as the IMF and World Bank expressed cautious confidence in the government’s
transparency.

The interim government sought to diversify partnerships with the US, EU, and
China, while carefully managing relations with India. The EU expanded visa
processing in Dhaka, East Asian investors showed renewed interest in textiles and
manufacturing, and domestic reforms advanced in women'’s rights, inclusion, and digital
governance, including the removal of police verification for passports. Still, shortcomings
remain victims of the 2024 uprising have received limited support, extortion networks tied
to political groups continue to disrupt supply chains, lawsuit abuse persists, and weak
international communication has allowed misinformation to spread.

Notable Achievements Since August 2024

« Economic stabilization: Inflation dropped, the taka stable, remittances reached
record highs, and exports grew despite political turbulence.

« Trade and investment breakthroughs: Bangladesh’s FDI bounced back in
FY25Q1, rising nearly 20% to $1.71 billion, signaling renewed investor confidence
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after a three-year low. Merchandise exports also rose 15.26% YoY to $4.59 billion in
July, driven largely by apparel shipments accounting for over 86% of total earnings.

 Democratic and institutional reforms: Over 30 parties contributed to the July
Charter, election reforms expanded voter inclusiveness, trials for unrest-related
crimes began, and reforms in judiciary and police enhanced accountability.

» Media and rights expansion: The Cyber Security Act was repealed, cases against
journalists were dropped, and internet access was declared a fundamental right
marking a significant step toward openness.

« Labour and global integration: Labour migration routes widened to Japan, ltaly,
South Korea, and the Gulf; at the same time, foreign policy diversified, and maritime
resources were prioritized for long-term growth.

The broader transition was anchored in the July Declaration and July Charter of
2025, which recognized the 2024 uprising as a democratic milestone, outlined
reform principles, and set elections for February 2026. Yet structural vulnerabilities
endure high inflation, a fragile banking system, weak fiscal capacity, and dependence on
garments exports as LDC graduation nears. Whether the interim government is
remembered as a stabilizer will depend less on resolving these challenges outright than
on restoring investor confidence, building credibility, and laying durable foundations for
diversification and resilience in Bangladesh next political phase.

4.1.1 Shielding Bangladesh’s Growth Against Uncertainties: The Role of Short-
Term Measures and Long-Term Structural and Policy Initiatives

Bangladesh has made significant progress in poverty reduction, achieving lower-middle
income status in 2015 and remaining on track to graduate from the UN’s Least Developed
Countries (LDC) list in 2026. This transformation has been supported by a robust demographic
dividend, strong ready-made garment (RMG) exports, resilient remittance inflows, and generally
stable macroeconomic conditions. However, in the face of global policy uncertainty and recent
domestic regime change, short-term measures are critical to safeguard growth momentum.
Creating a competitive business environment, enhancing human capital, building efficient
infrastructure, and attracting both domestic and foreign investment remain essential for sustaining
inclusive development.

Table 7: Bangladesh Economic Performance Across Key Indicators

Indicator 2021-22 2022-23 2023-24 2024-25(p)

GDP Growth at constant

prices (%) 7.1 5.78 4.22 3.97

Investment as % of GDP 32.05 30.95 30.7 29.38
H 0,

Private Investment as % of 24,52 24.98 2396 22 48

GDP

39



40

Indicator 2021-22 2022-23 2023-24 2024-25(p)

Tax as % of GDP . . . 8.61

Current account balance /

e -3.89 -0.48 1.4 0.45
Producer Price Index (PPI)

o 127.34 135.33 142.62 147.835
Consumer Price Index (CPI) b
(base index 2021-22=100) 100 109.02 119.63 131
Foreign ~ Exchange  Rate 86.3 99.46 111.06 120.29¢

(Taka per US$)

Note: July-Mar 2024-25, Average, PJuly-Mar 2024-25, Average, °July-Mar 2024-25, Average.

[

p” denotes provisional estimates
Source: National Accounts Statistics, BBS

Economic Growth Slows, Yet Certain Sectors Show Strength:

The economy has experienced a gradual slowdown in recent years. GDP growth has been
on a steady downward trajectory since FY22, slipping below 4 % by FY25. Provisional estimates
suggest growth of only 3.97% in FY25, reflecting structural bottlenecks and subdued private
investment sentiment. Alongside slowing growth, poverty has surged to 27.93% (from 18.7% in
2022), with extreme poverty rising to 9.35% and nearly one in five families at risk of falling into
poverty. An employment emergency has also emerged, marked by high disguised unemployment
(38%), low female participation (26%), and widespread self-employment (45%) that underscores
fragile livelihoods?. Despite these challenges, certain sectors have shown resilience:
manufacturing expanded by 5.68% in FY25, compared to 3.16% in the previous year, alongside
growth in electricity and gas distribution, financial services, public administration, education, and
recreation activities®.

Sluggish and Skewed Investment Patterns Constrain Growth and Productivity.

The investment-to-GDP ratio has been on a steady decline, falling from 32.05% in FY22 to
a provisional 29.38% in FY25. Within this, private investment decreased from 24.52% of GDP
in FY22 to just 22.48% in FY25, underscoring weak business confidence. Public investment has
remained relatively steady, rising slightly from 6.74 % to 6.90 % of GDP over the same period.
Investment composition remains heavily tilted toward construction about 84% of total investment
while allocations to plant and machinery (8%) and transport equipment (3.7%) remain insufficient
to drive productivity-enhancing growth.

2 PPRC National Study on the State of the Real Economy, Mid 2025
3 National Accounts Statistics 2025, Bangladesh Bureau of Statistics
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Rising Inflation and Exchange Rate Volatility Strain Macroeconomic Stability, Erode
Purchasing Power, and Constraint Domestic Demand

Macroeconomic stability has come under increasing pressure in recent years, driven by
persistent inflationary trends and exchange rate volatility. Consumer prices, using FY22 as
the base year, climbed from 100 to 131 by FY25, while the producer price index rose from 127.34
to 147.83 over the same period. Inflation averaged 9.73 % in FY24, eroding household purchasing
power and constraining domestic demand*. At the same time, the Taka depreciated from Tk.86.3
per US USD in FY22 to Tk.120.29 in FY25, a sharp adjustment that has supported export
competitiveness but also raised import costs and added to domestic price pressures®.

External and Fiscal Adjustments Show Mixed Signals

The external and fiscal sectors show a complex picture of gradual adjustment and
underlying vulnerability. The current account deficit of (-3.89) % of GDP in FY22 steadily
narrowed and shifted to a small surplus of 0.45% in FY25, driven largely by resilient remittance
inflows, which rose by 10.65% in FY24. However, export and import volumes contracted, and
foreign direct investment fell by 11.83% in FY25, underscoring weak investor sentiment amid
global and domestic uncertainties. On the fiscal side, tax revenues, though still among the lowest
in the region, improved modestly from 7.3 % of GDP in FY23 to 8.61% in FY25°. The fiscal deficit
has been kept below 5% of GDP, but largely through compression of public investment, which
slowed infrastructure expansion.

Economic Rebound Expected as Inflation Eases and Investment Expected to Rise

Economic growth of Bangladesh projected to moderate to 3.3% in 2025 before rebounding
to 4.9% in 2026 as the economy gradually recovers from the shocks of 2020-24 and
political turbulence in 2024. The slowdown in 2025 reflects subdued external demand, rising
global input costs, and persistent inflationary pressures, with headline inflation recorded 10.0%.
The current account deficit is projected to remain manageable at —0.9% of GDP, supported by
resilient remittances and export recovery’. Easing inflation and increasing remittance inflows are
likely to boost private consumption and investment.

Table 8: GDP, CPI and Current Account Balance- Actual vs. Projections

Projection
Indicator

2022 2023 2024 2025 2026

GDP 7.1 5.8 4.2 3.3 4.9

Consumer Price Index (Annual % change) 6.1 9.0 9.7 10.0 5.2
Current Account Balance (as % of GDP) —-4.0 -2.6 -14 -0.9 -0.9

Source: World Bank

4 National Accounts Statistics 2025, Bangladesh Bureau of Statistics
5 Bangladesh Bank Database

6 Monthly Economic Trends, Bangladesh Bank

7 World Economic Prospect 2025, World Bank
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On the supply side, recovery is expected to be driven by industry and services. Industrial
output is likely to expand as investor confidence improves, bolstered by the interim
government’s reform program ahead of elections scheduled between December 2025 and
June 2026. Reforms recommended by the task force on restructuring the Economy aim to
enhance the business environment through greater transparency in public procurement,
streamlined regulations, and targeted policies addressing food and energy security. Improved
household purchasing power, higher election-related spending, and normal weather conditions
supporting marginal agriculture growth are expected to strengthen service and agricultural output,
collectively contributing to a stronger and more resilient economic recovery in 2026, with inflation
easing to 5.2%.

Box 3: From Slump to Stability: Navigating a Slow Economic Recovery After Political Transition

The economy of Bangladesh is gradually turning the corner after the July 2024 political transition,
showing early signs of resilience. Inflation, which peaked at 11.66% in July 2024, eased to 8.29% by August
2025, with food prices falling from over 14% to under 8%, easing pressure on households and monetary policy.
Foreign exchange reserves rose from below USD 20 billion in late 2024 to over USD 26 billion by mid-2025,
supported by remittances, external aid, and disciplined exchange-rate management. The current account shifted
from deficit to surplus in FY25, and the overall balance of payments turned positive at USD 3.4 billion.

a. Quarterly GDP Growth of Bangladesh b. Monthly Inflation Trend

7.05 6.88

6.25 6.04
5.42
478 4.48 486
~\391 //o
3
\ 1.81

Q1 Q2 Q3 Q4 Q1 Q2 Q@3 Q4 Q1 Q2 Q3

=o=General =e=Food =o=Non Food

2023 2024 2025
c. Foreign Exchange Reserves(as per BPM6)  d. Key Figures of Balance of Payments in million
(Billion US$) $US (Judune)
26.74 4483980 3394

26.17 665376 Hm =
|
-6602 -4300
22.04
21.69 21.40

2048 2° = 20,53 224330389
19.83 Trade Current  Capital  Financial Overall
18. 61 balance  Account account account Balance
~ Balance

Jun-24 Aug-24 Oct-24 Dec-24 Feb-25 Apr-25 Jun-25 Aug-25 m2023-24R July-Junem 2024-25 July-June

Source: Bangladesh Bank

GDP growth has been uneven but recovering: quarterly growth dropped to 1.8% in Q1 2025 after the
upheaval but rebounded to 4.9% by Q3. Manufacturing and export-oriented sectors led the recovery, supported
by compliance improvements, energy efficiency, and logistics reforms. Rising remittances and investor interest in
energy, logistics, textiles, and halal food processing signal renewed economic confidence.

Challenges remain. The banking sector faces high non-performing loans, inflation remains elevated, and
investor caution persists. Sustaining recovery will require reforms in financial governance, tax administration, and
infrastructure to consolidate stability and boost competitiveness. With cautious macroeconomic improvement and
re-engagement from international partners, Bangladesh is shifting from crisis management toward resilience and
reform-driven growth.
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4.1.2 Driving Bangladesh's Economic Growth: The Role of Ready-Made Garments
and Remittances

Emerging Growth Drivers for Shaping Bangladesh Economy

Economic success of Bangladesh has long been anchored by the Ready-Made Garments
(RMG) sector and remittances, yet the country’s growth story is increasingly being shaped
by dynamic drivers. Infrastructure megaprojects such as the Padma and Jamuna bridges, metro
rail networks, and the expansion of Special Economic Zones (SEZs) are improving connectivity,
lowering transaction costs, and unlocking new industrial opportunities. At the same time, the rapid
expansion of the ICT and IT-enabled services sector, government incentives, and more than 130
million internet users is positioning Bangladesh as an emerging hub for outsourcing, freelancing,
and digital commerce. These developments are reshaping the growth landscape and reducing
the economy’s dependence on traditional drivers.

Figure 20: Key Economic Drivers of Bangladesh

G Heady-M:h?lg 2 Remi Infrastructure
arments ( ) emittances Development
Exports
* >80% of total * FY25inflows: * Mega projects:
merchandise $30.33 billion Padma & Jamuna
exports (=6.56% of GDP) Bridges, Metro Rail,
* FY25 export value: * Supports SEZs
$39.35 billion household income, * Improved trade
FX reserves, and logistics,
external stability connectivity

Human Capital &

ICT & IT-Enabled Demographic

Expanding Domestic

Services (ITES) Dividend Market

* Over 130 million  Labor force: 8th * Urban population:
internetusers largestglobally 40%

» [T workforce: » Graduates entering * 63 cities projected
650,000+ workforce annually: to have >100,000

* Growth in software 2.2 million middle/affluent-
exports, freelancing, * Female workforce class population
global outsourcing participation: 42.7% * Risingincomes and

digital adoption

Human capital and the expanding domestic market further reinforce this transition. With
the world’s eighth-largest labour force, a median age of just 26, and over 2.2 million graduates
entering the job market each year, Bangladesh benefits from a young and increasingly skilled
workforce, including rising female participation at 42.7%. Rising incomes, rapid urbanization, and
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digital adoption are fueling consumer demand beyond major cities, with 63 urban centers
projected to host middle- and affluent-class populations exceeding 100,0008. Taken together,
these dynamics suggest that while RMG and remittances will remain central in the near term,
long-term growth will depend on leveraging infrastructure, technology, human capital, and
domestic demand to diversify the economy and build resilience against external shocks.

Rebounding Exports Highlight Need for Diversification and Competitiveness

The ready-made garments (RMG) industry remains the backbone of Bangladesh economy,
contributing over four-fifths of total export earnings and serving as a critical driver of GDP
growth. Yet, the sector has also experienced notable volatility in recent years. After a strong post-
pandemic rebound in FY22, when total exports reached a record $52.08 billion, momentum
slowed in FY23 and FY24 amid weakening global demand, persistent inflationary pressures,
policy uncertainty, geopolitical tensions, and domestic unrest. During this period, RMG exports
fell to $46.43 billion and $44.47 billion, respectively, mirroring the sharper contraction seen during
the COVID-19 outbreak when Bangladesh’s export decline outpaced the global average.
Nevertheless, the industry has demonstrated resilience, with export receipts rebounding to $48.28
billion in FY25, driven by product diversification and steady demand from emerging markets. Of
this, the RMG sector contributed $39.35 billion, marking an 8.84% year-on-year increase,
underscoring its central role in sustaining Bangladesh’s trade balance and anchoring the country’s
overall export growth trajectory®.

Figure 21: Export Performance of Bangladesh
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Source: Bangladesh Export Promotion Bureau

Export basket in Bangladesh remains heavily reliant on garments, with modest
diversification across other sectors. In FY25, leather products rose 10.19% to $1.15 billion,
light engineering grew 10.03% to $536 million, and agriculture and home textiles posted smaller
gains. By contrast, jute and jute goods contracted 4.1% to $820 million. Export markets remain
concentrated, with nearly 70% of earnings ($33.63 billion) from just 10 countries. The US is the
largest destination, absorbing $8.69 billion (18%), including $7.54 billion in RMG shipments,
followed by Germany, the UK, Spain, and France. Exports to the US and EU grew 14.38% and

8 Bangladesh Invest Development Authority (BIDA)
9 Bangladesh Export Promotion Bureau Database
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9.11% year-on-year, but heavy reliance on these markets leaves Bangladesh exposed to policy
shocks. The recent US reciprocal tariff highlights the urgency of market diversification and policy-
driven competitiveness to ensure long-term resilience.

Table 9: Export Performance for Specific Items

Export Performance % Change of Export
Products FY 2024-25 (Million ~ Performance FY 2024-25
USD) vs FY 2023-24

Agricultural 1006.93
Products

% of Total Export of
Goods FY 2024-25

Leather & Leather 1145.07 10.19 2.37
Products

Jute & Jute Goods 820.16 -4.1 1.7

Ready-Made 39,347.00 8.84 81.5

Garments (RMG)
Home Textile 871.57 2.42 1.81

Pharmaceuticals 213.16 3.74 0.44

Light Engineering 535.56 10.03 1.11

Source: Bangladesh Export Promotion Bureau

Export growth in FY25 continues to be heavily skewed toward a handful of products and
markets, revealing a structural fragility in its trade landscape. About 70% of earnings roughly
$33.6 billion came from just 10 destinations, with the United States ($8.7 billion), Germany ($5.3
billion), the United Kingdom, Spain, and France at the forefront, and RMG dominating the mix°.
Even as exports to the US and EU surged in double digits, the country’s heavy dependence on a
narrow set of markets leaves it vulnerable to shocks, a
risk starkly illustrated by Trump reciprocal tariff. The o .

. T . Export portfolio in Bangladesh exhibits a
episode highlights the pressing need for Bangladesh high market concentration, with the top 10
to broaden both its product offerings and market reach, | destinations accounting for nearly 70% of
while investing in infrastructure, cutting production | total eamings, underscoring the economy’s
costs, and forging new trade agreements to safeguard | VUInerapility to external shocks.
competitiveness in an unpredictable global economy.

In response, the government has set an ambitious target of $63.5 billion in export earnings
for FY2025-26, comprising $55 billion from goods and $8.5 billion from services, a 16.5%
increase over the previous year. Projected goods exports include woven garments ($20.8
billion), knitwear ($23.7 billion), leather products ($1.25 billion), jute goods ($0.9 billion), and
agricultural products ($1.21 billion)'. The targets reflect a strategy to diversify both products and
markets, with efforts underway to resolve sectoral bottlenecks, expand duty-free market access,
and negotiate favorable trade agreements with new partners. However, achieving these targets

10 Bangladesh Export Promotion Bureau Database
11 Ministry of Commerce, Bangladesh
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will require addressing domestic challenges including energy supply constraints, banking sector
inefficiencies, customs delays, and law-and-order issues while enhancing competitiveness
through improved infrastructure, lower production costs, and strategic engagement in global trade
negotiations.

Figure 22: Government’s Target for Exports in FY26

Jute and Jute Goods Knitwear
MERCHANDISE EXPORT TARGET $0.98 S8 SERVICE EXPORT TARGET
Expected to see 13.40% growth  3-73% SRONTH 12.01% GROWTH

Expected to see 18.67% growth

Home Textiles
_Ss08 $10b  o— : §7.58 s358 P
( 17.03% GROWTH 1 ) g
$48.288 | Merchandise g
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S4q  Actual §1.28 g
é‘ eamings 22.43% GROWTH <
Leatherand
L::th:;gnmducts \_' Woven Garments 3
$1.38 520,88
FY25 FY26 9.16% GROWTH 14.31% GROWTH FY26

Source: Ministry of Commerce
Remittances Surge, Easing External Pressures but Exposing Structural Risks

Remittance inflows to Bangladesh have surged in FY24-25, providing crucial support to
the economy and helping stabilize foreign currency reserves. In the first ten months of the
fiscal year, remittances totaled $24.39 billion, already surpassing FY24’s full-year receipts. The
rise reflects a narrower gap between official and informal exchange rates, stricter enforcement
against illicit channels, and renewed confidence in formal banking. Following the political
transition in August 2024, flows shifted from informal channels like hundi to formal banking, raising
monthly receipts from about $2 billion to $3 billion, peaking at $3.29 billion in March 2025 and
helping stabilize foreign reserves above $22 billion. FY25 remittance inflows stood at $30.33
billion, reflecting a 26.85% increase over the previous year and raising their share of GDP to
6.56%

Table 10: Trend of Remittance Inflow in Bangladesh

Total Remittance Growth (%) of Remittance (%) of Remittance (%) of Remittance (%) of
(Billion USD) Remittance GDP Export Earnings Import Payment

14.93 -2.51 5.63 43.59 37.42
12.77 -14.48 5.11 37.54 29.36
14.98 17.32 4.66 41.29 27.51
16.42 9.6 4.67 41.46 29.62
18.21 10.87 4.87 56.68 35.91
25.78 36.1 5.95 67.14 40.83
21.03 -15.12 4.57 42.71 25.49
21.61 2.75 4.79 49.84 30.55
23.91 10.65 5.21 58.59 37.81
30.33 26.85 6.56 10.45

Source: Bangladesh Bureau of Statistics, Bangladesh
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Reliance on remittances in Bangladesh remains significant, reflecting the important role

of its expatriate workforce in
sustaining household incomes
and foreign exchange reserves. In
FY25, remittances accounted for
6.56% of GDP, well above the South
Asian average of 4.1%, though far
below Nepal’'s 33%. The largest shares
came from the USA (15.6%), Saudi
Arabia (14.1%), the UAE (13.7%), and
the UK (10.5%), reflecting
Bangladesh’s strong economic links
with key migration destinations in the
Middle East and Western economies.

The recent surge in remittances has
provided a critical lifeline to
Bangladesh’s macroeconomic
stability, helping to shore up foreign
exchange reserves and ease short-
term external pressures. However,
economists note that while remittances
temporarily support the external
account, they do not address deeper
structural challenges such as the
persistent trade deficit, low export
diversification, and reliance on
imported energy and intermediate
goods. Remittance inflows are also
sensitive to global labour markets and
host-country policies, making them a
volatile source of foreign currency.
Sustainable stability requires
complementing  remittances  with
strategies to boost exports, diversify
trade partners, and manage imports,
alongside investments in skills, labour
productivity, and digital financial
infrastructure to strengthen formal
channels.

Figure 23: Remittances as a Share of GDP in
South Asia (2024)
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Figure 24: Country-Wise Share (%) of Remittance
Inflows for Bangladesh (FY 2025)
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4.2 Global and Local Developments Affecting Business Environment in
Bangladesh

After a series of adverse shocks over 2020-24, the global economy faces persistent
headwinds in 2024-26, with world GDP projected to expand at a modest 2.3% in 2025 before
recovering slightly to 2.4% in 2026 the slowest pace outside global recessions since
2008'2. Growth in advanced economies is particularly subdued, with the United States expected
to grow at 1.4% in 2025 and 1.6% in 2026, the Euro area at 0.7% and 0.8%, and Japan at 0.7%
and 0.8%, reflecting muted domestic demand and policy constraints. Emerging markets and
developing economies are projected to outperform, expanding at 3.8% in both 2025 and 2026,
while South Asia, led by India, continues to surpass the global average with growth of 5.8% and
6.1%, respectively. The global outlook remains highly vulnerable to trade disruptions, geopolitical
tensions, and elevated policy uncertainty. Persistently high tariff rates, particularly from the United
States, weigh on trade and investment, while rising input costs, slowing industrial output, and
heightened uncertainty could further constrain growth, underscoring the need for decisive policy
interventions to support recovery in global trade and investment.

Table 11: Overview of Global Economic Growth as of June 2025

Region Projection

2022 2023  2024e  2025f  2026f  2027f

World 3.3 2.8 2.8 2.3 24 2.6
Advanced economies 2.9 1.7 1.7 1.2 1.4 1.5
United States 2.5 29 2.8 14 1.6 1.9
Euro area 3.5 0.4 0.9 0.7 0.8 1.0
Japan 0.9 14 0.2 0.7 0.8 0.8
Emerging market and developing 3.8 4.4 4.2 3.8 3.8 3.9
economies

China 3.1 5.4 5.0 4.5 4.0 3.9
Indonesia 5.3 5.0 5.0 4.7 4.8 5.0
Thailand 2.6 2.0 2.5 1.8 1.7 2.3
South Asia 6.0 7.4 6.0 5.8 6.1 6.2
India 7.6 9.2 6.5 6.3 6.5 6.7
Bangladesh 71 5.8 4.2 3.3 4.9 5.7
Pakistan 6.2 -0.2 2.5 2.7 3.1 3.4

Source: World Bank

4.2.1 Global Geopolitical Factors Shaping International Trade and Investment
Dynamics

The era of globalization that once promised seamless integration of markets and
interdependence of nations has given way to a world increasingly shaped by geopolitical
fracture and strategic rivalry. What was once a system governed by efficiency and open trade
was now overshadowed by conflict, protectionism, and the weaponization of resources and

12 World Economic Prospect 2025, World Bank
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technology. From the Russia-Ukraine war to instability in the Middle East, and from escalating
U.S.—China competition to the scramble for critical minerals, the architecture of global trade and
investment is being fundamentally reshaped. Energy security, food systems, and digital
infrastructure have become contested arenas, while cyber warfare and supply-chain
vulnerabilities reveal the fragility of interdependence. This shift marks a decisive break from the
assumptions of globalization, where integration drove growth, to an era where geopolitical risk
sets the boundaries of economic opportunity.

However, global economic engagement has not disappeared it has become more
conditional, fragmented, and politically constrained. Businesses and investors remain eager
to participate in cross-border markets, but their strategies are increasingly filtered through the
lens of resilience, security, and national interest. The rise of tariffs, industrial policies, and regional
blocs reflects not only protectionist impulses but also a wider recalibration of globalization itself:
from efficiency-driven integration to risk-managed fragmentation. In this environment, growth
trajectories, trade flows, and investment patterns are being rewritten, with advanced economies
struggling to sustain momentum while emerging markets navigate both new opportunities and
heightened vulnerabilities.

Figure 25: Likelihood and Impact of Top 2025 Geopolitical Risks
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The intensification of geopolitical fractures, particularly in the form of tariff escalations
and retaliatory measures, has become a defining drag on global trade and investment.
Sweeping tariff hikes by the United States matched by countermeasures from China, the
European Union, and Canada have disrupted supply chains, amplified market volatility, and
dampened both consumer and business confidence. With effective U.S. import tariffs surging from
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2.5% in early 2025 to nearly 14% within months, price shocks are spilling across borders,
reigniting inflationary pressures, curbing consumption, and raising business costs®. Investment
flows, already subdued by debt overhangs and sluggish productivity growth, now face additional
headwinds as firms delay or scale down cross-border commitments amid heightened policy
uncertainty. This fracturing of trade regimes not only erodes the efficiency gains of globalization
but also complicates monetary policymaking, constraining governments’ ability particularly in
developing economies with limited fiscal space to respond effectively to shocks.

Figure 26: Trade Policy Uncertainty and Equity Market Volatility

Cal average (LHS LEAFE WORaRIY Index, Restoncal avarage (RHs

Source: UN DESA, based on data from Trade Policy Uncertainty Index, and Federal Reserve Economic
Data (FRED)

The impact of this protectionist turn is uneven but far-reaching. Export-oriented economies
in East Asia and Latin America are among the hardest hit, given their dependence on U.S.
markets, while small and vulnerable countries including LDCs, SIDS, and LLDCs risk
disproportionate setbacks from reciprocal tariffs and declining trade revenues. China faces
pressure from weakening export-driven manufacturing and a fragile property sector, while Mexico
is weighed down by weaker U.S. demand and collapsing investment. In Africa, ongoing conflicts
and falling commodity prices compound the strain from trade tensions, leaving little room for
growth momentum. Even where resilience persists such as India’s domestic demand-led
expansion the broader investment climate remains fragile. In this fragmented environment, global
trade, which accounted for more than one-fifth of output in 2024, risks a structural slowdown,
reducing prospects for job creation, sustainable development, and global economic convergence.
The shift from globalization to fragmentation is thus reshaping not only growth trajectories but
also the pathways through which trade and investment can support long-term prosperity.

13 World Economic Situation and Prospects as of mid-2025
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Figure 27: Global FDI Inflows
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Global FDI Under Strain with Limited Greenfield Momentum

Global investment flows are increasingly caught in the crossfire of weakening
macroeconomic conditions and escalating geopolitical fractures. Once a central driver of
globalization, FDI steadily declined from its 2007 peak of over 5% of global GDP to below 1% in
2024, the lowest in two decades™. This collapse reflects not only cyclical downturns but also
structural headwinds: weakening growth in advanced economies, persistent debt overhangs,
rising sovereign risks, and an erosion of investor confidence amid protectionist trade policies and
geopolitical instability. Emerging markets and developing economies (EMDEs), which depend
heavily on greenfield investments for industrial upgrading and job creation, have been especially
vulnerable facing sharper contractions in FDI inflows during global recessions. With global supply
chains under strain and capital increasingly diverted into shorter-term or less risky assets, the
decline in long-term investment risks entrenching slower productivity growth, widening inequality,
and delaying the green and digital transitions that FDI has historically helped to finance.

Global FDI flows remained fragile in 2024, reported at USD 1.5 trillion but effectively down
11% once conduit economies were excluded marking a second year of decline'. Investor
sentiment stayed subdued, with the 2025 outlook clouded by uncertainty. However, Developing
Asia is the largest global recipient, attracted USD 605 billion 70% of flows to developing
economies despite a modest 3% contraction. China saw inflows fall by 29%. South Asia held
steady, with India absorbing most inflows, while Pakistan and Sri Lanka registered gains.
Bangladesh’s inflows fell 13% to about USD 1.3 billion but it remained among the top LDC
recipients. Greenfield project announcements highlighted the divergence: project numbers in Asia

14 World Economic Prospect 2025, World Bank
15World Investment Report 2025
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rose 5%, but their value fell 23%, underscoring weaker appetite for large-scale commitments.
Bangladesh attracted limited new greenfield activity, signaling the need to diversify beyond
garments, banking, and low-value manufacturing.

Figure 28: Growth in Foreign Direct Investment Inflows by Region and Sub-
Region (in Billion USD and % Change)
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Bangladesh Risks Missing Out on Investment Opportunities as Asia Shifts Toward Digital
and High-Tech Investments

The sectoral composition of investment in Asia reflects shifting global priorities. Growth
was concentrated in the digital economy and metals, while energy and petroleum projects
contracted, dragging down overall greenfield values. India stood out, attracting USD 110 billion in
projected capital expenditure nearly a third of Asia’s total on the back of advanced manufacturing
and digital infrastructure. By contrast, Bangladesh’s inflows remain narrowly concentrated in
textiles, leather, and banking, leaving it vulnerable to external shocks. The surge of digital
investments in Asia data centres, fintech, and cloud infrastructure highlights missed opportunities
for Bangladesh, which has yet to establish itself as a credible digital hub despite a growing ICT
workforce. Similarly, booming metals and semiconductor-related inflows into Viet Nam and
Malaysia show the importance of proactive industrial policy. Without reforms, Bangladesh risks
being bypassed in these emerging value chains, limiting its integration into next-generation global
supply networks.
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Figure 29: Asia’s Growing Industry Share in Greenfield Projects, Growth Rate and
Average Project Size, 2020-2024
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Cross-Border Investments Under Pressure from Global Policy Shocks and Trade
Protectionism

Global trade tensions have intensified over the past year, reshaping the global investment
landscape. The United States’ introduction of baseline tariffs of 10 per cent on imports from 59
countries, alongside targeted measures against China, has added new layers of uncertainty to
global trade dynamics. These policies, combined with domestic industrial strategies such as the
Inflation Reduction Act and the CHIPS and Science Act, are accelerating supply chain
restructuring and prompting firms to rethink international investment strategies. Multinational
enterprises are delaying greenfield projects, exercising caution in cross-border mergers and
acquisitions, and increasingly diversifying or localizing production to mitigate risk. While some
emerging economies may benefit from supply chain realignments, the overall impact of
heightened policy uncertainty and protectionist measures is expected to depress global FDI flows
in the near term.
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Table 12: Foreign Direct Investment Prospects Across Key Indicators

2025 Implications for
(January) FDI Prospects in
2025
- Gross domestic product growth (%) 33 32 28  Negative

Gross fixed capital formation (%) 3.7 3.7 3.1 Negative
Trade volume (%) 3.8 3.4 1.7 Negative
Inflation outlook (%) 5.8 4.2 4.3 Neutral
Foreign exchange volatility 7.5 8.7 9.4 Negative
Stock market volatility index 13.8 18.7 25 Negative
Commodity/energy price index 105.1 99 92.1 Negative
Purchasing managers' index 48.8 48.3 49.4 Neutral
_Glc?bal economic policy uncertainty  229.7 339.4 549 Negative
index

Source: World Investment Report 2025

Recent macroeconomic and financial indicators reinforce this negative outlook for 2025.
Forecasts for GDP growth, trade volumes, and gross fixed capital formation have been revised
downward, while volatility in foreign exchange and stock markets has risen sharply. The global
economic policy uncertainty index surged to record highs, reflecting weakened investor
confidence and fragile sentiment across capital-exporting countries. Commaodity price declines
and persistent debt vulnerabilities in several economies further constrain investment appetite.
Together, these dynamics point to a subdued year for FDI, with risks of longer-term fragmentation
in international investment patterns if trade tensions persist.

4.2.2 Emerging Global Shocks and Implications for Bangladesh

South Asia grew by 6.0% in 2024, but momentum is slowing in 2025 due to rising trade
barriers, policy uncertainty, and financial volatility. India’s expansion moderated with weaker
investment and industry, though construction, services, and agriculture provided support.
Elsewhere, growth firmed slightly, with Pakistan improving modestly and tourism-led economies
(Maldives, Bhutan, Sri Lanka) strengthening in early 2025. Growth in Bangladesh also fell to
3.3% in FY25, driven by political turmoil, higher input costs, and reduced capital goods imports
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that curbed industrial output. Persistent inflation and weak credit growth further constrained
private investment and dampened recovery prospects.

Rising Tariffs and Persistent Deficits Challenge Bangladesh in a Volatile Trade Order

The outlook for global trade has deteriorated sharply amid rising tariffs and escalating
trade policy uncertainty. The suspension of the US “reciprocal tariff” briefly supported optimism,
but by April 2025 forecasts shifted downward, with world merchandise trade now projected to
contract by 0.2% in 2025 before a modest 2.5% recovery in 20266, If reciprocal tariffs are
implemented, global trade growth could fall by a further 0.6 %age points, while broader trade
policy uncertainty could subtract another 0.8 points. Taken together, world merchandise trade
could shrink by 1.5% in 2025. For developing and least-developed countries, this poses significant
risks, especially in sectors such as textiles, apparel, and light manufacturing. At the same time,
disruptions in US-China trade are spurring diversion effects, with Chinese exports redirected to
third markets and new opportunities emerging for other suppliers to the US. While this opens
some room for countries like Bangladesh, it also intensifies competition, making the global trading
environment more volatile and uncertain.

Figure 30: Export Destinations and Trade Balance Dynamics in South Asia

a. Merchandise exports, by destination b. Merchandise trade balances
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Striking contrasts define South Asia’s trade vulnerabilities, with Bangladesh standing out
for its heavy reliance on Europe, where exports equal 5.2% of GDP compared to just 1.6%
to the United States, leaving it highly exposed to European demand shocks and
compliance barriers. India’s export distribution is more balanced, while Pakistan and Sri Lanka
also rely significantly on Europe but with smaller export bases. At the same time, persistent trade
deficits weigh on regional economies. Bangladesh averaged a monthly merchandise deficit of
about $1.3 billion in 2024, widening to $1.4—-1.5 billion in early 2025, reflecting structural
dependence on imported inputs, fuel, and capital goods. Similar pressures are evident in Pakistan
and Sri Lanka, though India’s deficits are far larger in absolute terms. For Bangladesh, efforts to

16 World Trade Organization statistics 2025
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compress imports particularly capital goods eased inflation but dampened industrial activity and
investment, leaving the economy exposed to external shocks such as falling remittances or tighter
global liquidity that could strain reserves and growth further.

Figure 31: US Reciprocal Tariffs on Bangladesh Compared to Competitors
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For Bangladesh, the US reciprocal tariff negotiations became a defining challenge in 2025.
After initially facing a steep 35% tariff one of the highest among developing economies
Bangladesh mounted a strong diplomatic and commercial effort'”. A detailed position paper
submitted to the USTR in late July, backed by coordinated government and private-sector
initiatives, eventually secured in-person negotiations. Dhaka offered a comprehensive package,
including commitments to import US wheat, soybeans, cotton, and even 25 Boeing aircraft, while
private firms signed contracts worth over $130 million. In return, the US reduced tariffs on
Bangladeshi goods to 20%, providing a competitive reprieve for the country’s export sector.

The broader picture, however, remains mixed. High duties still weigh heavily on RMG, leather,
and footwear, while Bangladesh’s reliance on Europe leaves its export base vulnerable to shocks
outside the US. Even with relative advantages over rivals such as Vietnam, Cambodia, and Sri
Lanka, the global demand slowdown could offset any gains. Ultimately, the tariff deal highlights
both the promise and limits of trade diplomacy. It provides breathing space but does not address
Bangladesh’s structural challenges of export concentration, persistent trade deficits, and limited
value-chain integration. Without diversification and reforms to lower trade costs, tariff concessions
risk remaining a short-term reprieve rather than a lasting competitive edge.

Structural position of Bangladesh in global value chains underscores these vulnerabilities.
The country’s trade-based GVC participation rate ranging from 22.6% to 26% is well below the
global average of 40—46% and far behind Vietham’s 60%+. Production-based participation is even
weaker, reflecting limited backward linkages, inadequate integration into high-value segments,
and continued reliance on basic assembly operations'®. This shallow integration constrains
Bangladesh’s ability to capture value from trade diversion opportunities arising out of the tariff
war. Strengthening GVC participation will require diversifying the export base beyond garments,

17 The White House Fact Sheet
18 Transforming Bangladesh’s Participation in Trade and Global Value chain 2023, ADB
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upgrading domestic supply chains, and improving infrastructure, skills, and compliance
standards. Without these, Bangladesh risks remaining on the margins of global trade realignment,
vulnerable to shocks rather than positioned to seize new opportunities.

Figure 32: Bangladesh Global Value Chain Participation Rates, 2000, 2007-2021
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Bangladesh’s external buffer relies far more on remittances than on aid, with inflows equal
to 5.3% of GDP compared to just 0.8% from multilateral and 0.5% from Japan. This
composition provides resilience during global downturns, as remittances are steadier than private
capital flows, but it also limits access to concessional finance for large infrastructure or balance-
of-payments support. In contrast, Afghanistan is heavily aid-dependent, while Nepal’'s economy
is highly remittance-driven at 26.5% of GDP. Bangladesh thus occupies a middle position
benefiting from steady remittances but constrained in mobilizing countercyclical fiscal resources.
Strengthening remittance channels while expanding concessional financing options will be critical

to protect external stability.

How Global Turbulence Ripples Through Bangladesh Economy

o External demand channel: weaker import demand from major markets such as the US
and EU reduces garment and textile exports, with export concentration to Europe (=5.2%
of GDP) and the US (=1.6% of GDP) raising vulnerability to demand and tariff shocks.

¢ Investment/import channel: reduced imports of capital goods, as observed in 2024,
lower the formation of productive capacity, slowing industrial output and constraining

future export supply.

¢ Financial/monetary channel: higher global uncertainty triggers domestic rate hikes and
tighter lending, contributing to falling private credit (latest -1.6%) and depressing working-
capital financing for exporters and investment financing for firms.
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Figure 33: Official Development Assistance and Interest Rates on Public Debt

a. Official development assistance receipts, by donor b. Effective interest rates on public debt
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On the fiscal side, Bangladesh’s effective interest rate on public debt has remained stable
at around 6.6% in 2024-25, lower than India’s 6.8% and well below the stress levels seen
in Pakistan 12.1% projected and Sri Lanka 7.4%. This stability is an advantage, but slowing
growth, compressed private credit, and persistent trade deficits mean investor confidence could
weaken quickly, pushing borrowing costs higher. Safeguarding this stability requires preserving
fiscal discipline, mobilizing concessional resources for growth-enhancing projects, and
communicating a clear fiscal strategy to avoid the costly refinancing risks now afflicting regional
peers. Moreover, as financial and monetary channels amplify global shocks domestically,
proactive countercyclical measures through both external financing and domestic fiscal
management will be essential to sustain macroeconomic resilience.

Economic Headwinds and Downside Risks for Bangladesh

The World Bank’s regional outlook for South Asia (SAR) was downgraded, with SAR
growth expected to slow to 5.8% in 2025, a 0.4%-point downgrade from prior forecasts,
before modestly recovering in 2026-27. For Bangladesh, weak domestic demand, external
headwinds, and financing constraints suggest only a slow rebound unless policy measures
restore investment confidence and address trade bottlenecks. The projection assumes that tariffs
in place as of late May 2025 persist, keeping global trade and investment growth subdued. With
GDP growth already at 3.3% in FY25, any intensification of trade barriers, tighter financing, or
domestic instability could push growth below potential, worsening unemployment and fiscal
pressures.
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Box 3: Downside risks for Bangladesh

o Escalation of trade barriers: Further protectionist measures by major partners
could reduce external demand for exports and raise costs for imported inputs.

Policy uncertainty and lower investor confidence: Heightened uncertainty
may delay investment and reduce FDI and greenfield projects, especially amid
capital-goods import slowdowns.

Tighter global financial conditions: Global tightening could raise borrowing
costs, trigger capital outflows from vulnerable emerging markets, and strain the
banking sector.

Domestic political and social instability: Episodes of unrest can damage
investor confidence and physical capital, compounding economic losses.

Climate and disaster risk: More frequent extreme weather events could harm
agricultural output, raise food inflation, and disproportionately impact vulnerable
households in densely populated, climate-exposed areas.

4.2.3 Business Dynamics in Bangladesh: Credit, Private Investment, and Sectoral
Insights

Private investment has long been a critical engine of Bangladesh economic
transformation. Accounting for nearly 76% of total investment, the private sector has driven
structural diversification, shifting the economy from an agrarian base toward industry and
services. Over the past two decades, private investment rose from around 20% to over 23% of
GDP, supporting resilient growth, exports, and job creation even in the face of global shocks. Its
role in leveraging trade integration has been particularly significant, with manufacturing exports
especially garments anchoring Bangladesh’s integration into the $33 trillion global economy®. By
channeling capital into productive sectors, private investment has not only boosted output but
also underpinned employment generation, poverty reduction, and steady gains in living standards.
Sustaining this trajectory will be vital as the country confronts new challenges of LDC graduation,
demographic pressures, and the need for higher-value industrial upgrading.

19 UN Trade and Development database
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Figure 34: Private Investment, GDP Growth and Exports in the Last Decade
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Rising interest Rates Have Led to Softer Credit Growth in Bangladesh

Private sector credit growth in Bangladesh has recently mirrored the broader slowdown in
business dynamics, weakening from nearly 10% in mid-2024 to just 6.4% by June 2025%.
This decline underscores how monetary tightening, trade disruptions, and reduced capital inflows
are interacting with domestic fragilities to constrain investment. Liquidity stress in banks, rising
non-performing loans, and increased government borrowing have crowded out private lending,
while political uncertainty and stalled project implementation have further undermined investor
confidence. At the same time, soaring energy costs, currency depreciation, and a persistent USD
shortage have raised production costs and limited the opening of import LCs, directly hitting
industries dependent on imported inputs. Consequently, pressure have weakened industrial
momentum, particularly in export-oriented sectors, reflecting how financial constraints are
amplifying the headwinds already facing business environment in Bangladesh.

Figure 35: Private Sector Credit Growth (Y-0-Y)
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20 Bangladesh Bank Database
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Bangladesh’s Industry, Agriculture, and Services: Navigating Shocks and Rebound

Growth momentum across industry, agriculture, and services in Bangladesh has shown
sharp fluctuations in recent years, reflecting both domestic and external shocks. Industrial
growth, which peaked at 10.55 % in FY23 Q2, experienced its steepest drop to just 2.13 % in
FY25 Q1 amid inflationary pressures, higher energy costs, a prolonged USD crisis, political
turmoil, and tighter monetary policy that slowed export expansion. Agriculture and services also
faced uneven performance, though less volatile. The subsequent rebound in industry to 7.10 %
in FY25 Q2 and 6.19 % in Q3 signals a gradual recovery, suggesting that the sector is regaining
resilience despite persistent structural challenges?'. This uneven trajectory highlights the
economy’s vulnerability to shocks while also showing early signs of adjustment and stabilization.

Figure 36: Quarterly Growth Rates of the Three Major Sectors
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Manufacturing at the Core of Transformation

The industrial sector of Bangladesh, comprising
manufacturing, mining, and electricity, has exhibited The W-shaped recovery in
sustained growth over the past eight fiscal years,
reflecting both structural transformation and rising
domestic demand. Manufacturing remains the dominant

industrial growth over the
short term is propelled by

driver, with the Index of All Manufacturing Enterprises domestic political
including large, small and medium-sized enterprises transformation, global
(SMMEs), and cottage industries rising from 126.66 in FY18 policy uncertainty, and

to 217.86 in FY25. Growth has been notable across all widespread social unrest,

scales: large industries expanded from 127.68 to 213.58,
SMMEs from 129.41 to 227.17, and cottage industries from
118.60 to 214.33. This trajectory underscores the sector’'s

generating multiple cycles
of decline and rebound.

21 Bangladesh Bureau of Statistics database
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resilience, fueled by targeted policy support, technological adoption, and increasing domestic
consumption, while highlighting the critical role of smaller enterprises in fostering inclusive
industrial development.

Figure 37: Trends in Industrial Production- Index by Sectors and Enterprises
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When broader industrial activity is considered, the general Index of Industrial Production
including manufacturing, mining, and electricity rose from 125.72 in FY2018 to 212.99 in
FY25, reflecting a compound and steady growth pattern. Manufacturing contributed the
largest share of expansion, while electricity production also grew consistently, from 121.12 to
193.32. Mining, by contrast, recorded a gradual decline, from 99.92 to 73.26, signaling persistent
structural challenges in resource extraction and energy supply. The divergence across sub-
sectors emphasizes the need for strategic interventions to improve mining efficiency, diversify
industrial inputs, and strengthen energy infrastructure. Overall, these trends highlight the
centrality of manufacturing to Bangladesh’s industrial resilience, with implications for employment
generation, export competitiveness, and long-term economic sustainability in the face of domestic
and global uncertainties.

To sustain growth and unlock private sector potential, Bangladesh must address long-
standing obstacles in its business environment, including electricity shortages, limited
access to finance, corruption, competition from the informal sector, and high tax burdens.
These challenges weigh heavily on small and medium enterprises, while inefficient large firms
dominate many sectors. Costly self-generation of power and weak enforcement of anti-corruption
measures further constrain competitiveness. With the interim government’s pledge to improve
governance and transparency, reforms in energy and finance will be critical to attract investment,
boost competitiveness, and sustain industrial recovery.
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Figure 38: Top Five Business Environment Obstacles Identified by World Bank
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Source: Bangladesh Country Private Sector Diagnostic 2025, World Bank

Figure 39: Several Export and Domestic Sectors Hit Hard in Last Year
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From Sharp Decline to Early Recovery: Foreign Investment Dynamics

Bangladesh experienced a sharp decline in FDI inflows from USD 3.00 billion in calendar
year (CY) 2023 to USD 1.27 billion in CY 2024, a reduction of approximately 57.7%,
reflecting both global headwinds and domestic investment constraints.?? Key sectors such
as Banking, Textiles, and Leather continued to attract most inflows, while major investors included
the United Kingdom, South Korea, China, India, and Singapore. Despite these inflows,
Bangladesh’s FDI has remained low relative to regional peers, averaging only 0.84% of GDP
between 2011 and 2023. With graduation from least-developed-country status in November 2026,
addressing longstanding policy inconsistencies and the complex regulatory environment is
essential. Streamlining regulations and improving the business climate will be critical to enhance
Bangladesh’s attractiveness for sustainable and diversified FDI.

Figure 40: Foreign Direct Investment Trends and Position in Bangladesh
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Source: World Investment Report 2025, Bangladesh Bank

However, Bangladesh saw a remarkable surge in net FDI in the first quarter of 2025, with
inflows reaching $865 million up 114% from $403 million in the same period of 2024 and
76% higher than the previous quarter. The increase was driven primarily by a sharp rise in
intra-company loans, which climbed to $629 million, and strong equity investments, which more
than doubled to $304 million, despite a 24% decline in reinvested earnings. Officials at the
Bangladesh Investment Development Authority (BIDA) noted that the rise reflects multinational
companies’ growing reliance on debt financing to support expansion and operational needs.
Outflows also increased slightly to $711 million, indicating relatively lower net equity inflows. While

22 Foreign Direct Investment and External Debt, 2024
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many investment decisions were made prior to 2025, faster approvals by BIDA and Bangladesh
Bank helped sustain momentum.

Opportunities for Bangladesh in attracting foreign direct investment (FDI) across emerging
and high-potential sectors

Rapid growth of the digital economy in Asia (data centres,
fintech, cloud infrastructure) offers entry points for Bangladesh,
given its expanding ICT workforce

Rising FDI in advanced manufacturing and semiconductors in
Viet Nam, Malaysia, and India highlights potential for
Bangladesh to diversify beyond textiles.

Regional focus on renewable energy and green infrastructure
| creates space for Bangladesh to attract projects in solar, wind,
*| and LNG as it addresses energy security needs.

Expanding investment in logistics and connectivity could
support Bangladesh’s export diversification if matched with
policy reforms.

Systemic Barriers Undermining Investment in Bangladesh

Bangladesh faces a wide range of investment challenges that undermine its attractiveness
for both domestic and foreign investors. While the RMG sector has historically driven growth,
other sectors particularly SMEs, non-RMG industries, and FDI-intensive areas—struggle with
systemic bottlenecks such as trade facilitation inefficiencies, regulatory opacity, infrastructure
gaps, limited financial access, skills shortages, burdensome taxation, weak dispute resolution,
and institutional coordination failures. A fragmented regulatory environment remains a major
barrier, with around 70% of medium and large firms engaging with more than five agencies to
secure approvals due to the lack of a fully integrated digital system. These inefficiencies, coupled
with capital controls, restrictive trade policies, inconsistent incentives, and a political economy
favoring select groups, further constrain FDI inflows. Weak public services in company
registration, utilities, and tax compliance add to costs and uncertainty, discouraging investment
and expansion.

Complex and fragmented regulatory environment remains a major barrier to attracting FDI
in Bangladesh. Investors face lengthy and burdensome procedures to obtain business licenses
and sector approvals, often requiring navigation through multiple government agencies and
repeated submission of the same documents due to the absence of a fully integrated digital
system. Around 70% of medium and large firms report dealing with more than five agencies to
secure necessary approvals, adding uncertainty and additional costs. Beyond regulatory hurdles,
FDI inflows are constrained by capital controls, restrictive trade policies, inconsistent investment
incentives, and a political economy favoring certain business groups. Inefficiencies in public
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services such as company registration, access to utilities, and tax compliance further undermine
operational efficiency, discouraging foreign investors from entering or expanding in the country.

Figure 41: Policy and Regulatory Compliance Hamper Investment in Bangladesh

a. Number of Days to Obtain Permits b. Regulatory Compliance
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Note: Data are based on a survey with business owners and top managers in 998 firms, interviewed from March to
October 2022. Source: World Bank Enterprise Survey

Change High Inflation and Rising Production Costs to: Persistent Inflation Raises Costs
and Erodes Demand, Challenging Businesses and SMEs. Persistent inflation has been a
major challenge for businesses, reaching an average of 11.38% in November 2024 and remaining
elevated at 9.9% in January 2025. Inflation increases the cost of raw materials, fuels, and other
production inputs, putting pressure on profit margins. Imported essentials such as edible oils and
sugar have experienced significant year-on-year price increases due to depreciation of the taka
and global commodity shocks. High inflation not only raises production costs but also erodes
consumer purchasing power, dampening domestic demand and reducing market opportunities for
businesses. Small and medium enterprises (SMEs), which operate on tighter margins, are
particularly vulnerable to these pressures.

Energy Shortages and Infrastructure Constraints to: Bangladesh’s Industrial Production
Hindered by Energy Instability and Infrastructure Gaps. Industrial production in Bangladesh
is heavily reliant on a stable supply of electricity and gas. Frequent outages, underdeveloped grid
infrastructure, and low-pressure gas supply have constrained factory operations, leading to
underutilization of installed capacity. These energy shortages, coupled with rising global energy
prices due to geopolitical tensions, have increased operational costs and delayed production
timelines. Weak transport and logistics infrastructure, including roads, ports, and internal supply
networks, further exacerbate these challenges, affecting timely delivery of goods, increasing
inventory costs, and reducing overall competitiveness.

Political Instability and Law and Order Concerns: Strikes, Labour Unrest, and Lawlessness
Disrupt Industry and Commerce in Bangladesh. Political uncertainty and instability have a
profound impact on business confidence. The industrial and commercial sectors have been
affected by strikes, labour unrest, and periods of civil unrest, disrupting production, transport, and
trade. Industrial zones are sometimes subject to informal local power structures, including
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musclemen influence, which undermines operational security and compliance. Unstable law and
order conditions create risk for both domestic entrepreneurs and foreign investors, delaying
investment decisions, increasing insurance and security costs, and slowing project
implementation.

Implications of LDC Graduation: Ensuring Competitiveness Post-LDC Graduation:
Productivity and Market Adaptation Imperatives. Bangladesh is scheduled to graduate from
Least Developed Country (LDC) status in 2026. While this is a sign of economic progress, it also
entails the loss of preferential trade access, reduced concessional financing options, and higher
exposure to global competition. Export-oriented sectors, particularly textiles and apparel, may
face additional challenges in maintaining competitiveness in international markets. Businesses
will need to adapt to these changes by improving productivity, diversifying products, and seeking
alternative markets and financing solutions.

Inefficient Trade Facilitation: Port Delays, Informal Payments, and Financing Gaps Limit
Bangladesh’s Trade Efficiency. Trade facilitation remains one of Bangladesh’s weakest links.
Chattogram Port, ranked 337th out of 405 in the World Bank’s Container Port Performance Index,
suffers from long clearance times three days for exports and eleven for imports. Border
compliance takes up to 72 hours, nearly double the regional average. Over 90% of firms report
making informal payments to expedite customs clearance. Poor port mechanization and
excessive ship turnaround time (3.23 days versus Colombo’s 0.86 days) further weaken
competitiveness. High tariffs and para-tariffs on intermediate goods inflate production costs, while
non-RMG sectors lack supportive trade financing mechanisms, such as back-to-back letters of
credit.

Regulatory Complexity and Predictability: Regulatory and Institutional Challenges
Constrain Business Diversification and FDI. A predictable and transparent regulatory
framework is central to investment confidence, but Bangladesh’s regulatory environment is widely
viewed as opaque, inconsistent, and discretionary. The OECD FDI Regulatory Restrictiveness
Index (0.12) and a regulatory quality score of —0.9 (compared to India —0.1, Vietham —0.4)
underscore weaknesses. Protectionist trade policies protect domestic industries but raise input
costs, discouraging diversification beyond RMG. Bangladesh also ranks poorly in governance
and institutional effectiveness: 149th out of 180 in the Corruption Perceptions Index 2024 and
123rd in the 2023 Index of Economic Freedom. Efforts such as the Right to Information Act (2009)
and the Open Government Data Strategy (2016) remain underutilized, limiting transparency.

Infrastructure Deficiencies: Critical Infrastructure Deficits Hinder Investment, Trade, and
Municipal Service Delivery. Despite some progress in logistics, infrastructure inadequacy is a
critical barrier. Bangladesh ranked 108th out of 139 in the World Bank’s LPI Infrastructure
subindex, far behind regional peers. Power sector inefficiencies add fiscal burdens: overcapacity
in rental and independent power plants leads to billions in idle capacity payments. Land
administration challenges including unclear land titles, cumbersome legal disputes, and
corruption complicate infrastructure development and investment projects. Weak trade
connectivity (176th out of 190 in “Trading Across Borders”) and limited digital infrastructure further
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constrain integration into global value chains. Municipalities, in particular, lack digital capacity to
deliver efficient public services.

Productivity and Skills Gaps: Informal Employment, Limited Human Capital, and Stagnant
Job Creation Challenge Development. Bangladesh struggles with low productivity across
agriculture and manufacturing, with value-added per worker at only 80% of Vietnam’s and one-
quarter of upper-middle-income economies. Nearly 90% of employment remains informal, limiting
income security and social protection. Job creation has stagnated in the RMG sector, with female
labour force participation stuck at 35% and almost 30% of youth not in employment, education,
or training. Underinvestment in education and healthcare (2.5% of GDP versus 10% in UMICs)
undermines human capital. Bangladesh ranks 94th out of 109 in the Global Skills Report 2024,
with limited training in data science, technology, and business skills, leaving industries ill-prepared
for technological upgrading.

Limited Financial Access and Weak Institutions: Outdated Insolvency Laws and Credit
Restrictions Undermine Entrepreneurship and Investment. Access to finance is a significant
obstacle, particularly for MSMEs, which contribute 23% of GDP and employ 25% of the labour
force. Strict collateral requirements, rigid credit appraisals, and weak insolvency laws discourage
entrepreneurship. Many firms turn to NBFIs for credit under more lenient terms. Large firms also
face barriers: external commercial borrowing requires approval from multiple agencies, often
taking over a year. Bangladesh’s Bankruptcy Act of 1997 is outdated and rarely used, with the
Money Loan Courts Act (2003) dominating instead. Weak insolvency frameworks reduce investor
confidence.

Burdensome Taxation: Administrative Inefficiencies and High Corporate Taxes Constrain
Investment. The taxation system is widely seen as complex, unpredictable, and corruption-prone.
Over 70% of firms report dissatisfaction, citing income tax and VAT compliance burdens. Informal
payments are frequent, especially in real estate, electronics, light engineering, and construction.
A 32.5% corporate tax rate makes Bangladesh less competitive than regional peers. While tax
revenue is only 8.8% of GDP, administrative inefficiencies and weak enforcement deter
investment.

Dispute Resolution and Institutional Weaknesses: Fragmented Institutions, and Policy
Gaps Hinder FDI and Business Confidence. Judicial inefficiency remains a major obstacle. The
absence of specialized commercial courts and shortages of judges contribute to long backlogs—
over 16,000 civil cases were pending in the Appellate Division in 2021. The WJP Rule of Law
Index ranks Bangladesh 127th of 140, with particularly low scores in judicial delays and
enforcement. Beyond judicial inefficiency, institutional weaknesses also constrain investment.
The OECD Road Map for Investment Policy Reforms in Bangladesh highlights limited inter-
agency coordination, outdated legal frameworks, and weak institutional capacity. Fragmented
responsibilities across ministries and agencies create policy incoherence, reducing the
effectiveness of investment reforms and deterring FDI.



<3 BANGLADESH
< BUSINESS
& CLIMATE INDEX (BBX)

Government Initiatives to Improve Investment in Bangladesh

The Government of Bangladesh has launched a series of reforms to improve the
investment climate and enhance global competitiveness. Led by the Bangladesh Investment
Development Authority (BIDA) in coordination with agencies such as the National Board of
Revenue (NBR), Ministry of Land, and Ministry of Home Affairs, these efforts focus on
streamlining regulations, expanding digital platforms, and providing targeted policy support. Key
initiatives include expanding the One Stop Service (OSS) platform, automating bond facilities,
digitizing security clearance and visa services, introducing a data-driven FDI Heatmap, and rolling
out the Bangladesh Investment Climate Improvement Program (BICIP). Together, these reforms
aim to cut bureaucratic bottlenecks, boost transparency, and create a more predictable
environment that fosters diversification and sustainable growth.

- = AN T
Expansion of BIDA’s One Bond Facility for Partial Launch of the
Stop Service (OSS) Exporters and Bond FDI Heat
Platform Service Automation Xmtey

Digitization of Security Bangladesh Investment
Clearance for Foreign Climate Improvement
Investors and Expatriates Program (BICIP)

Expansion of BIDA’s One Stop Service (OSS) Platform: The Bangladesh Investment
Development Authority (BIDA) has steadily expanded its Online One Stop Service (OSS) platform
to make investment procedures more efficient and investor friendly. Recently, five new services
from the Directorate of Registration covering land purchase deeds, lease deeds, agreement
deeds, advance (Bayna) deeds, power of attorney deeds, and certified copies were integrated
into the system. With these additions, the OSS now provides 142 services across 47 agencies,
compared to 137 services from 46 agencies previously. From December 2025, these services will
only be available online, eliminating manual processes. This expansion reflects the government’s
broader vision of building a unified single-window platform that integrates services from all
Investment Promotion Agencies (IPAs), including BIDA and BEZA, ensuring greater efficiency,
transparency, and predictability for investors.

Bond Facility for Partial Exporters and Bond Service Automation: To diversify exports and
enhance competitiveness, the government has decided to provide temporary duty-free bonded
warehouse facilities to partial exporters against bank guarantees. This reform will allow industries
that rely on imported raw materials to export products at globally competitive prices, helping
diversify beyond the RMG sector. Simultaneously, the National Board of Revenue (NBR) is
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working with investment promotion agencies to fully automate bond-related services, phasing out
manual processes. Additional measures include conditional relaxation of Utilization Declaration
(UD) requirements for enterprises in EPZs and Economic Zones, as well as streamlined customs
clearance even in cases of HS Code mismatches, provided the first four digits are consistent.
These initiatives collectively aim to reduce costs, simplify trade procedures, and strengthen
Bangladesh’s position in global value chains.

Launch of the FDI Heatmap: To attract more foreign direct investment (FDI), BIDA has
developed and launched Bangladesh’s first-ever FDI Heatmap. This data-driven framework
identifies 19 high-potential sectors, categorized by market readiness, input availability, and
alignment with national goals, including SDG and ESG priorities. Sectors such as core apparel,
pharmaceuticals, agro-processing, IT-enabled services, and renewable energy have been
identified as immediate targets, while areas like automotive parts, footwear, and leather require
streamlined entry processes. Others, including logistics, electronics, EV batteries, and medical
devices, need long-term policy and ecosystem development. The Heatmap serves as a strategic
blueprint for investment promotion activities, guiding roadshows, investment treaties, and sector-
specific reforms. Reviewed annually, it ensures adaptability to changing market dynamics while
aligning with Bangladesh’s economic transformation goals.

Figure 42: FDI Heatmap of Bangladesh
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The FDI Heatmap is also designed to address Bangladesh’s declining FDI trend, which has
slipped from 0.5% of GDP in FY22 to just 0.3% in FY24. By strategically prioritizing 19 sectors
including advanced textiles, semiconductors, EV batteries, and medical devices BIDA seeks to
highlight areas where Bangladesh possesses both comparative advantages and untapped growth
potential. The Heatmap will be regularly updated through consultations with investors, industry
leaders, and international partners to ensure it remains responsive to global market dynamics.
Beyond identifying priority sectors, the initiative aims to strengthen collabouration between
government bodies and the private sector, ensuring that regulatory reforms, infrastructure
development, and policy incentives are aligned to attract higher-quality and more sustainable FDI
inflows.

Digitization of Security Clearance for Foreign Investors and Expatriates: Recognizing the
importance of easing entry procedures for foreign investors and skilled expatriates, the
government has moved to fully digitize the process of obtaining security clearance for work
permits through BIDA’'s OSS platform. Documentation requirements have been simplified, and
applications not resolved within 21 working days will automatically be deemed cleared. Visa
extensions and related fee payments will also be processed online, removing the need for hard-
copy submissions. Furthermore, a new visa policy and digitalized Visa on Arrival (VOA) system
are in the pipeline, supported by the development of an interoperable inter-agency database to
improve coordination and monitoring. These reforms are expected to bring greater transparency,
speed, and predictability to one of the most critical investor services, while also reducing
opportunities for harassment and third-party interference.

Bangladesh Investment Climate Improvement Program (BICIP): As a comprehensive reform
agenda, BIDA has also launched the Bangladesh Investment Climate Improvement Program
(BICIP), focusing on seven critical domains: business entry and exit, industrial infrastructure,
cross-border trade, dispute resolution, taxation, investment incentives, and access to finance. The
program seeks to simplify licensing and permits, streamline regulatory procedures, and
strengthen inter-agency coordination. Backed by strong political commitment, BICIP aims to build

Box 4: Strategic Pathways for Sustainable Business Environment

Bangladesh faces a critical juncture as it approaches graduation from LDC status,
requiring a shift toward a more productive, investment-driven private sector.
Sustainable growth will depend on strengthening the business environment, deepening
financial markets, and enhancing regulatory frameworks to support private investment.

Key priorities include improving fiscal and monetary stability, addressing
vulnerabilities in state-owned banks, and expanding access to long-term financing
through more liquid equity and bond markets. Leveraging its demographic advantage,
the country can create jobs and foster inclusive growth by aligning workforce skills with
evolving labour market demands and expanding export-oriented manufacturing beyond
traditional sectors. Strategic reforms to boost competitiveness, attract foreign and domestic
investment, and support innovation will be essential to sustain economic momentum and
ensure that Bangladesh fully capitalizes on its emerging middle-income status.
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a predictable, transparent, and investor-friendly business environment that supports both
domestic and foreign investment. By addressing systemic bottlenecks in policy and institutional
frameworks, the program is designed to complement sector-specific strategies like the FDI
Heatmap, reinforcing Bangladesh’s aspiration to become a more competitive investment
destination and achieve sustainable long-term growth.

4.3 Priority Areas for Supporting Business in Bangladesh: Modernizing
Infrastructure, Banking, and Sustainability Remain Critical for
Economic Transformation

4.3.1 Modernizing Trade and Logistics: Unlocking Bangladesh’s Global
Competitiveness

Bangladesh, despite its relatively young age, has made notable progress in reducing
poverty and promoting shared prosperity. However, as it transitions to a developing nation, it
faces significant challenges in logistics and trade competitiveness. The country lacks efficient
inland freight transport systems, has high logistical costs, and has yet to establish a National
Logistics Policy. According to the World Bank (2020) report Moving Forward: Connectivity and
Logistics to Sustain Bangladesh’s Success, logistics costs in Bangladesh range from 4.5% to
47.9% of sales, with transportation and inventory carrying costs forming a substantial portion of
total production costs. Major ports, including Chittagong and Mongla, are constrained by
shallowness, equipment shortages, and congestion, reducing their global competitiveness.

Table 13: Cross-Country Benchmarking of Trade and Logistics Performance

India Vietnam Bangladesh

Logistics Performance Index (LPI)
(2023) (Rank) 38 43 88
Trading Across Borders (Rank) 68 104 176

Agility Emerging Markets

Logistics Index (2022) (Rank) 2 10 35
Mundra: 27
Container Port Performance Index i . . . i
(CPPI) 2023 Jawaharlal Nehru Port: 96 Haiphong:70 Chittagong: 334
Chennai: 80
Liner Shipping Connectivity Index 58.9 175 147

(2021) (Index Value=100)

Trade Freedom 2024 (Rank) 139 24 138

Trade Openness 2023 (Rank) 127 13 146
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Comparative data with regional peers highlights Bangladesh’s persistent
underperformance in trade and logistics. It ranks 88th on the 2023 World Bank Logistics
Performance Index, 176th on Trading Across Borders, and 35th on the 2022 Agility Emerging
Markets Logistics Index, well below India and Vietnam. Chittagong port ranks 334th on the 2023
Container Port Performance Index, and Liner Shipping Connectivity is only 14.7, reflecting
infrastructure bottlenecks and inefficient customs procedures. These constraints result in high
export and import times and costs 315 hours and USD 633 to export, 360 hours and USD 1,270
to import limiting integration into global value chains. Coupled with a low Economic Complexity
Index (128th) and limited trade openness, these challenges hinder Bangladesh’s potential for
higher-value production.

Figure 43: Key Drivers of Higher Logistics Costs in Bangladesh

INFRASTRUCTURE The demand for infrastructure and services has exceeded supply, leading to congestion, especially an
AMND SERVICES roads and highways. This imbalance has resulted in inadequate capacity and poor reliability of services,
IMBALANCE increasing costs for private firms and affecting the country®s overall logistics performance.

The dominant role of road transport in Bangladesh's logistics system has led to pervasive congestion and
delays, significantly increasing logistics costs. For instance, congestion on roads alone doubles standard

DOMINANCE OF trucking costs; If roads were uncongested, logistics costs would decrease by at least 7-35 percent,
depending on the specific sector. Moreover, the average dwell times at Chattogram Port are 4 days for an

export container and 11 days for an import container. Reducing these dwell times would result in a
significant reduction in logistics costs (Matias Herrera Dappe, 2020. World Bank). Furtharmore, the country
is not fully utilizing the potential banefits of rail and inland water transport, relying predominantly on road
transport.
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OUTDATED POLICIES competitive logistics service market and hindered the sector's efficiency and innavation.

Source: Matias Herrera Dappe, 2020. Moving Forward- Connectivity and Logistics to Sustain Bangladesh’s
Success. DC: The World Bank

High logistics costs in Bangladesh have a significant impact on productivity and reduce
the global competitiveness of goods and services. Many industries maintain large inventories
of raw materials and finished products, with carrying costs accounting for a substantial portion of
total logistics expenses. These costs are exacerbated by inconsistent deliveries and congestion
at ports, forcing export-oriented and import-dependent industries to hold higher inventories as a
buffer. The resulting inefficiencies increase production costs, delay exports, and hinder economic
diversification. Enhancing logistics performance is therefore critical to lowering costs, reducing
delays, expediting imports, and boosting overall productivity and competitiveness.

Bangladesh has established the National Logistics Development Coordination Committee
(NLDCC), which plays a central role in guiding the development of the National Logistics
Policy. The NLDCC aims to integrate policies across sectors, reduce governance fragmentation,
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and modernize the logistics system. Its establishment reflects a recognition of the need for a
comprehensive strategic vision and effective coordination to overcome institutional weaknesses,
improve sectoral efficiency, and create a more reliable and competitive logistics environment for
the country.

Bangladesh has already made significant progress in the World Bank's Logistics
Performance Index (LPI) 2023, managing a score of 2.6 on a 5-point scale. The country
climbed in ranks by 12 places compared to 2018, which indicates an improvement in the country's
trade and business skills. The LPI is based on six components, and Bangladesh's performance
has improved in four of them: customs, international shipment, logistics competence and quality,
and timeliness. Specifically, the country's ranking in the customs category has improved by 20
notches, indicating enhanced efficiency in customs management and goods clearance.
Furthermore, Bangladesh's performance in logistics competence and quality has risen to 81st
from 102nd, and in the international shipment category, it has improved to 91st from 104th.

Figure 44: Logistics Performance Index (LPI), 2023
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Source: The Logistics Performance Index and Its Indicators, World Bank

Bangladesh’s recent improvement in the Logistics Performance Index (LPI) reflects its
efforts to address logistical challenges and enhance the trade and business environment.
Continued focus is needed on infrastructure, tracking, and tracing to further strengthen logistics
performance, attract foreign direct investment, and support export diversification. The government
has demonstrated strong commitment through strategic infrastructure projects, including the
Elevated Expressway and Terminal 3 at Hazrat Shahjalal International Airport, which are
expected to improve connectivity, reduce travel time, and bolster trade. Additionally, initiatives
like the Bay Terminal project at Chattogram Port aim to modernize the port-led logistics network,
lower costs, and create opportunities for businesses, supporting Bangladesh’s broader goal of
sustainable economic growth and enhanced global competitiveness.
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Figure 45: Past Years Have Seen Increase in Capacity of Ports in Bangladesh
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Bangladesh’s ports have withessed significant growth in capacity, supporting the
country’s expanding trade activities. Total cargo volumes for both imports and exports have
steadily increased, reflecting not only higher trade demand but also more efficient port operations.
Vessel traffic has grown gradually, indicating better utilization of port infrastructure and smoother
logistics processes. Export handling has become more efficient, with all container stuffing now
carried out at private depots near the ports, while streamlined documentation through one-stop
service centers has further simplified trade procedures, contributing to faster turnaround times
and enhanced competitiveness in international trade.

Figure 46: Pipeline Projects to Support Bangladesh’s Logistics Development
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Bangladesh is undertaking a series of transformative logistics projects aimed at
modernizing its transport and trade infrastructure. Key initiatives include the Matarbari Deep

75



76

Sea Port, expected to cut transportation costs by 57% and delivery times by 60% by 2029; the
Bay Terminal, which will expand Chittagong Port’s capacity sixfold and accommodate larger
vessels by 2031; and the Laldia Char Container Terminal and Dhaka Bypass Expressway, which
will drastically reduce travel times around Dhaka. Additionally, the third terminal at Hazrat Shah
Jalal International Airport, opening in 2026, will double cargo capacity and handle 2.4 crore
passengers annually. Together, these projects are set to strengthen connectivity, improve trade
efficiency, reduce logistical bottlenecks, and support sustained economic growth, while attracting
investment and enhancing Bangladesh’s competitiveness in regional and global markets.

4.3.2 Economic Transformation Post-LDC Graduation: Strengthening
Competitiveness and Global Integration

Bangladesh’s graduation from the Least Developed Countries (LDCs) category, scheduled
for November 24, 2026, marks a major milestone in the country’s economic progress and
resilience. The graduation reflects Bangladesh meeting at least two of the three criteria income

GRADUATION
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2024
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Q @ o
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M Gross National Economic
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per capita, human assets, and economic and environmental vulnerability and in fact, the country
met all three in 2018 and 2021. Although the original recommendation for 2024 was extended
due to the pandemic, this achievement underscores Bangladesh’s strengthened economic
capacity and its ability to withstand financial and climate-

related shocks. Market Access to Other Countries

To meet the LDC graduation criteria, Bangladesh 0 ::
has received the final recommendation from the

United Nations Committee for Development Policy
to graduate from LDC status. This milestone reflects UK will provide
the country’s resilience and capacity to sustain L

accass evan

development amid economic and environmental after 2029

EU and UK

T/ \T

60% of exports safe until 2029 (EBA benefits)

challenges. Graduation is expected to bring numerous [
benefits, including greater access to international :

T . Second-largest market, but | Potential 179 tanff on
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- e
preferential trade agreements, face fewer trade | ® 'A"N j i INOIA
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fostering a more diversified and robust economy. The { wtegnant
country is also likely to gain improved access to financial

resources, technology, and knowledge transfer, further supporting sustainable growth. Overall,
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LDC graduation positions Bangladesh more prominently in global partnerships and negotiations,
signaling its economic strength and increasingly capable human capital.

The upcoming graduation from Least Developed Country (LDC) status is a strong impetus
for Bangladesh to modernize its policymaking and strengthen international partnerships.
Despite being one of the least regionally integrated countries in Asia, Bangladesh recognizes the
need to build strategic trade networks and leverage regional integration as it prepares for
graduation. Sustaining growth will require revamping an economic model that has relied heavily
on price competitiveness, addressing the dual industrial structure of an export-oriented Ready-
Made Garments (RMG) sector alongside highly protected domestic industries. Key priorities
include diversifying exports, fostering innovation- and quality-driven industrial development, and
establishing strategic international partnerships.

The graduation of Bangladesh from the LDC category will significantly alter its access to

international support measures (ISMs).
specific duty-free quota-free (DFQF) schemes,

which have provided preferential market
access to support trade for vulnerable

p With LDC graduation, 74% of Bangladesh's exports will
face changes in market access. mreoams suar, March 2015

economies. Graduation will also affect access
to official development assistance (ODA);
between 2018 and 2021, approximately 32%
of ODA to Bangladesh targeted economic
transformation programs, making it one of the
highest recipients in this area. Post-
graduation, Bangladesh will need to adapt to
potential shifts in ODA flows. Additionally,
access to climate finance is critical for

Past-LDC graduation tariff hikes could cause a 14% drop
in Bangladesh's exports. parm, mney

Post-graduation, exporters may face 11.5% EU duties
' without GSP Plus.

[Tha Financisl Expeess, Maech 2025

Countries like Vietnam are securing Free Trade

Agreements (FTAs) with major markets, enhancing
their competitiveness, 7
addressing socio-economic impacts of climate

change may change, requiring careful planning. According to the OECD’s Production
Transformation Policy Review of Bangladesh, the key areas affected by LDC graduation will
include preferential trade arrangements, World Trade Organization agreements, and
development cooperation.

Table 14: LDC Graduation Impact on Bangladesh

= Graduation from the LDC category will lead to the loss of preferential
market access, including the LDC-specific duty-free quota-free (DFQF)
schemes in key markets like the EU, Canada, and Japan, which were
specifically designed to support the trade of poor and vulnerable
economies.

= The RMG sector, particularly benefiting from the ‘Everything But Arms
(EBA) initiative, will face significant changes as EU exports transition to
the Generalised System of Preferences (GSP), GSP+, or alternative
arrangements after a three-year transition period until 2029.

Preferential

Trading
Arrangements
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= Bangladesh, upon graduation, will lose special and differential treatment
under WTO agreements, including the extension for LDCs in the
Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPS).

= Intellectual property rights and sectoral regulations for the pharmaceutical
industry will need to align with the TRIPS agreement.

= Bangladesh will no longer enjoy the general transition period for LDCs
under TRIPs, necessitating a review of subsidies to comply with the
Agreements on Agriculture and Subsidies and Countervailing Measures.

= Bangladesh will lose certain facilities for dispute settlement, and various
LDC-specific provisions in other WTO agreements will expire, affecting
the country's benefits in regional agreements and future trade
negotiations, as well as access to training and capacity-building
opportunities.

World Trade
Organization
Agreements

= The loss of access to certain international support measures will affect
the official development assistance (ODA). Bangladesh has been a
significant recipient of ODA, with around 32% of total ODA between 2018
and 2021 focusing on economic transformation programs. The country
will need to adapt to potential changes in ODA flows post-graduation.

Development = Some partners, such as Japan, may offer slightly less favorable terms on

Co-Operation ODA loans, and there could be a gradual shift from grants to loans,
notably from Germany.

= Bangladesh will lose access to specific mechanisms reserved for LDCs,
like the LDC Fund for climate change, and will experience higher
contributions to the United Nations system, estimated at USD 5to 5.5
million per year. Support for travel to meetings will also be discontinued.

Source: OECD/UNCTAD (2023), Production Transformation Policy Review of Bangladesh: Investing in the
Future of a Trading Nation, OECD Development Pathways, OECD Publishing, Paris

Graduation also raises concerns about maintaining and developing industrial capabilities,
policy compliance, and the potential discontinuation of certain exemptions by 2026,
including the Trade-Related Aspects of Intellectual Property Rights (TRIPS) waiver. To
navigate these challenges, Bangladesh aims to upgrade industries, improve linkages, enhance
productivity, diversify production, and explore new markets, treating LDC graduation not as a
hurdle but as an opportunity for the next phase of development through resilience and strategic
planning.

Bangladesh also possesses untapped export potential in ASEAN, South Asia, and East
Asia, underscoring the need for a strategy that combines LDC graduation with proactive
regional integration. Following bilateral agreements and regional partnerships, such as ASEAN
and RCEP taking lessons from Vietnam will be crucial, while gradually transitioning from
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preferential to reciprocal trade. This requires updated policies, as many exports currently benefit
from LDC tariff preferences that will be lost post-graduation, potentially affecting export incentives
and employment. Sectors like pharmaceuticals, with strong industrial interconnections and global
networks, can drive innovation and socioeconomic transformation, provided the country
strengthens its foundation in science, research, and development.

4.3.3 Rising Non-Performing Loans and Reform Imperatives in Bangladesh’s
Banking Sector

Rising Non-Performing Loans Challenge Stability of Bangladesh Banking Sector

Bangladesh’s banking sector stands at the forefront of current macro-financial challenges,
shaped by persistently high inflation, liquidity pressures, and structural weaknesses such
as elevated non-performing loans (NPLs) and weak governance. Although Bangladesh Bank
(BB) has pursued a tighter monetary stance with successive policy rate hikes, the impact of these
measures has been diluted by inefficiencies in financial intermediation and poor transmission of
policy signals. The gap between deposit and lending rates capped at 12% and 16% respectively
continues to constrain deposit mobilization while distorting credit flows. Against this backdrop,
BB’s half-yearly Monetary Policy Statement (MPS) for H1FY26 outlines a clear roadmap to anchor
inflation expectations, stabilize the exchange rate, and rebuild financial stability, particularly in
light of alarming NPL levels across banks and non-bank financial institutions. The continued
divergence between policy rates and inflation as shown in the accompanying graph highlights the
challenges of restoring monetary credibility and sustaining confidence in the financial system.

Figure 47: Policy Rate vs Inflation Rate of Bangladesh
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NPLs in Bangladesh banking sector have reached unprecedented levels, exposing deep
structural weaknesses and decades of mismanagement. By the end of 2024, NPLs were
estimated to exceed Tk7.5 lakh crore, with Bangladesh Bank’s Q1 2025 data confirming a
staggering surge of Tk74,570 crore in just three months, bringing the official figure to Tk4.20 lakh
crore. This sharp increase followed the adoption of stricter loan classification standards, which
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reclassified many previously concealed accounts. As a result, classified loans now account for
24.13% of total outstanding loans, of which Tk3.42 lakh crore—or more than 81%—are “bad
loans” deemed unrecoverable. This hidden rot, long masked by political influence under the
previous administration, has now been laid bare, severely constraining banks’ capacity to extend
fresh credit and eroding financial stability.

Figure 48: Trend of Classified Loans in Banking Sector
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Sectoral data reveal that the repayment crisis extends well beyond small borrowers,
affecting some of Bangladesh’s largest export industries. The readymade garment (RMG)
and textile sectors together contributing over $39 billion in exports and employing nearly 40 lakh
workers recorded gross NPL ratios of 26% and 25% respectively in 2024. Shipbuilding and leather
fared even worse, with default ratios approaching 40%. Economists note that smaller firms,
particularly in RMG and textiles, are most vulnerable to energy shortages, high borrowing costs,
and global demand shocks. These firms often lack bargaining power in financing and logistics,
making them disproportionately exposed to loan defaults. With over 70% of textile and garment
firms listed on the Dhaka Stock Exchange already performing poorly, the mounting debt distress
threatens to spill over into both employment and export earnings, raising broader concerns about
industrial resilience.
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Figure 49: Gross Non-Performing Loans by Sectors (in %)
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Bangladesh has rapidly become the region’s banking outlier, standing as South Asia’s
most distressed financial system. While the region overall managed to cut NPL volumes by

8.1% in 2024 to $86.74 billion, Bangladesh bucked the
trend dramatically its NPL stock jumped from $15.8
billion in 2023 to $20.27 billion in 2024, pushing the
ratio to a staggering 20.2% of total loans, more than
double the 9.0% recorded just a year earlier. This
explosive deterioration stands in sharp contrast to India,
where the NPL ratio eased to just 2.5%, and Pakistan at
6.3%. Bangladesh’s runaway defaults lay bare deep-
rooted structural rot: decades of political patronage in
loan classification, weak credit risk management, and
the near absence of an effective resolution mechanism.
Without an urgent and credible long-term strategy
anchored in governance reform, transparency, and
institutional integrity, the NPL crisis risks snowballing
into a full-blown financial implosion threatening not only
banking sector stability but the very foundations of the
country’s economic recovery.

Banking Sector Vulnerabilities and Risk Assessment

Figure 50: NPL Volume (USD billion)
and Loans Ratio (%) in South Asia
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In 2024, Bangladesh’s banking sector faced increased vulnerability, reflected in the rise of the
overall Risk-Weighted Assets (RWA) density ratio from 59.31% in 2023 to 62.61%. This trend
indicates greater exposure of banks to risky assets and the need for higher capital buffers. The
sector’s Capital to Risk-Weighted Asset Ratio (CRAR) declined sharply to 3.08%, falling below
the regulatory minimum of 10 %, underscoring pressures on capital adequacy. Banks’ risk
exposures remained concentrated in a few large institutions, while sectoral lending patterns
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revealed significant allocations to the corporate sector, Retail, and SMEs, which carry relatively
higher risk weights.

1. Credit Risk: Credit risk remained the dominant source of vulnerability, comprising 87.93% of
total RWA at end-2024. The top 5 and top 10 banks accounted for 26.76% and 42.96% of the
sector’s credit risk, respectively. Group 1 banks, holding 43.72 % of total assets, contained
about half of the industry’s credit risk, while Group 3 (Islamic banks) and Group 2 (state-owned
and special attention banks) together held significant portions as well. Sectoral exposures
showed high-risk concentrations in the Retail and SME segment, with an RWA density of
73.65%t. Although rated exposures to corporate clients and banks increased for the highest
rating category (BB Rating 1), the share of rated exposures overall declined, raising potential
vulnerability to defaults.

Figure 51: Category-Wise Dissection of Credit Risk in the Banking System (End of

Dec 2024)
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Source: Financial Stability Report 2024, Bangladesh

2. Market Risk: Market risk accounted for 3.62% of total industry risk but rose sharply in nominal
terms by 35.37% in 2024. The increase was driven primarily by interest rate risk, which surged
by 186.86% and constituted 31.77% of market RWA, while equity price risk and foreign
exchange risk contributed 36.11 % and 32.12 %, respectively. Banks in Groups 1 and 2 were
most exposed, together holding over 94% of interest rate risk and 85 % of equity price risk.
Islamic banks (Group 3) showed rising exposure to exchange rate risk, highlighting shifting
market risk dynamics across bank categories.
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Figure 52: Category-Wise Dissection of Market Risk in the Banking System (End
of Dec 2024)
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3. Operational Risk: Operational risk, representing 8.45 % of total RWA, also increased in 2024,
with the required capital charge reaching BDT 139.07 billion, a 13.93% rise over the previous
year. The top 5 and top 10 banks accounted for 26.81% and 45.29% of operational risk,
respectively. Category-wise, Groups 1 and 2 jointly bore 67.70% of operational risk, reflecting
the concentration of exposures in long-standing private and state-owned banks. While
operational risk’'s share in overall industry risk marginally declined, the rise in associated
capital requirements underscores the need for strengthened internal controls, compliance,
and risk management practices.

Figure 53: Category-Wise Dissection of Operational Risk in the Banking System
(End of Dec 2024)
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Policy Initiatives for Banking Sector Reforms

The government and Bangladesh Bank (BB) have launched a sweeping set of reforms to
restore confidence in the country’s financial system, tackle rising vulnerabilities, and lay
the foundation for a more resilient banking sector. These measures reflect both the urgency
of addressing governance failures and the broader commitment to building transparency,
accountability, and institutional strength.

84

Upholding Good Governance: Bangladesh Bank has dissolved and restructured the boards
of 15 banks to restore effective governance and accountability. This action reduces conflicts
of interest and promotes transparency in decision-making. Banks must now provide daily
monitoring indicators to BB, enabling closer oversight and early detection of risks. Additionally,
the “Transactions with Bank-Related Persons or Institutions” circular (May 8, 2025) strictly
limits lending to directors, CEOs, significant shareholders, their families, and affiliates,
ensuring insider transactions are transparent and compliant with regulations.

Comprehensive Banking Sector Reforms: The interim government has formed three
specialized task forces to drive reforms. The Banking Sector Reforms Task Force (BSR-TF)
introduced the Asset Quality Review (AQR) framework and signed an MoU with Deloitte LLP,
supported by the UK FCDO, to enhance oversight. The Institutional Strengthening Task Force
drafted the Bangladesh Bank Order 2025 to boost BB’s capacity and compliance. Meanwhile,
the Asset Recovery Task Force was created to trace, investigate, and repatriate siphoned
assets through stronger inter-agency and international cooperation.

Strengthening Anti-Corruption and Asset Recovery: To combat financial crimes, Joint
Investigation Teams (JITs) led by the ACC, with CID, CIC, and CIID, are investigating 11 high-
profile money laundering cases. So far, they have frozen over 6,500 suspicious accounts and
shared 100+ financial intelligence reports with law enforcement. Amendments to the Money
Laundering Prevention Act, 2012, and Rules, 2019, are underway to close legal loopholes.
Bangladesh is also deepening cooperation with StAR, the US DOJ, IACCC, and ICAR, while
negotiating MLATSs to strengthen cross-border asset recovery.

Managing Non-Performing Loans (NPLs): To address rising defaults, BB has enforced
stricter loan classification and provisioning rules since September 2024 and April 2025, in line
with global standards. Reporting formats have been updated for better sector-wise
supervision, and Core Risk Guidelines are being revised to prepare for Risk-Based
Supervision (RBS). A roadmap for Expected Credit Loss (ECL)-based provisioning under
IFRS 9 by 2027 will enable earlier risk recognition and greater transparency. BB is also
developing an Emergency Liquidity Assistance (ELA) Framework to support banks during
sudden liquidity crises.

Promoting Financial Inclusion and Cashless Economy: Bangladesh Bank has made
financial inclusion a priority, focusing on underserved communities. Digital microcredit at low
interest rates has been introduced for marginalized groups, alongside initiatives promoting
women’s financial empowerment. The School Banking Policy has been revised, with a new
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manual to improve financial literacy among students. Supporting the shift to a cashless
economy, BB launched Bangla QR, a national interoperable standard for retail payments now
adopted by 42 banks, 7 MFS providers, and 3 PSPs.

e Asset Quality Review (AQR) and Bank Restructuring: The AQR framework is
strengthening oversight of loan portfolios and asset quality. Seventeen banks are under
review in three phases, with the first six assessed by KPMG and Ernst & Young (EY) Sri
Lanka. Governance is supported by a three-tier structure Implementation, Project
Management, and Steering Committees along with Special Inspection Teams for root cause
analysis. With support from the World Bank and ADB, the next phases of AQR are being
expanded to the remaining banks.

e Bank Resolution Ordinance, 2025: The Bank Resolution Ordinance (BRO) 2025 gives BB
authority to resolve failing banks quickly and systematically. It established the Banking Sector
Crisis Management Council to coordinate responses during crises. Resolution tools include
bridge banks, bail-in mechanisms, purchase and assumption, temporary public ownership,
and asset transfers to management companies. Clear criteria for classifying banks by financial
health allow regulators to apply graduated measures, from closer supervision to full resolution.

4.3.4 Integrating ESG for Sustainable Growth and Global Competitiveness in
Bangladesh

The integration of environmental, social, and governance (ESG) factors into corporate
strategy has become increasingly important for driving sustainable business
performance, cost efficiency, and long-term value creation. ESG provides a framework for
assessing an organization’s sustainability, ethical practices, and governance, helping to identify
risks and opportunities beyond traditional financial metrics. Integrating ESG into business
strategies allows companies to align with stakeholder values, reduce risks, lower costs, and
unlock new market opportunities. This can be achieved by embedding ESG initiatives into core
operations, leveraging technology for accurate reporting, and adhering to standards on carbon
offsetting and net-zero commitments.

While ESG is often linked to investment, its relevance extends to a broad range of
stakeholders, including customers, suppliers, and employees, who are increasingly
attentive to organizational sustainability. This underscores the growing importance of
responsible business practices across all stakeholder groups. As global momentum builds around
mandatory ESG disclosures and assurance, Bangladesh is recognizing the need to adopt robust
ESG reporting frameworks to remain competitive internationally and align with emerging global
standards.
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Figure 54: ESG Framework
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In Bangladesh, several initiatives have emerged to promote Environmental, Social, and
Governance (ESG) practices, enhancing sustainability, transparency, and accountability in the
business sector. Key examples include:

1. Regulatory Interventions: The Bangladesh Bank has emphasized ESG reporting
through its circular “Mainstreaming Corporate Social Responsibility in Banks and Financial
Institutions in Bangladesh” and, in 2020, issued a Sustainable Finance Policy to integrate
ESG considerations into the operations of banks and financial institutions.

2. Mandatory ESG Reporting: The Bangladesh Securities and Exchange Commission
(BSEC) requires listed companies to include ESG disclosures in their annual reports under
the Sustainability Reporting Guidelines (SRG).

3. NGO Initiatives: Non-governmental organizations are voluntarily reporting on ESG
performance, responding to growing demands for transparency and accountability from
donors, beneficiaries, and partners.

4. Corporate ESG Reports: Companies such as BAT Bangladesh are publishing ESG
reports to highlight their efforts in addressing environmental, social, and governance
priorities.

These developments reflect a global shift toward integrating ESG disclosures into financial
reporting, particularly in advanced economies. Bangladesh must closely monitor and adapt
to ESG regulations in key markets such as the EU and the US to remain competitive. If companies
in these jurisdictions become subject to mandatory ESG disclosure requirements, they may
extend these expectations to their suppliers in Bangladesh. Failure by Bangladeshi suppliers to
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meet such standards could result in lost business opportunities, as foreign buyers may turn to
suppliers capable of providing transparent ESG reporting and assurances.

Bangladesh can also draw lessons from successful ESG reporting practices in other
countries. In India, the Securities and Exchange Board of India (SEBI) mandates ESG reporting
for the top 1,000 companies through the Business Responsibility and Sustainability Report
(BRSR). Similarly, Malaysia requires all publicly listed companies to report on ESG factors,
including equity, diversity, human rights, and sustainable development practices. These examples
provide valuable models that Bangladesh can consider while developing and strengthening its
own ESG reporting framework.

Figure 55: Best Practices for ESG Reporting
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ESG reporting offers Bangladesh a strategic avenue to attract foreign investment by
enhancing transparency, accountability, and sustainability. \While many companies engage
in CSR activities, reporting quality is often inconsistent and sometimes influenced by political
considerations. By disclosing environmental, social, and governance performance, Bangladeshi
firms can appeal to investors increasingly prioritizing ESG factors, signaling long-term risk
management and sustainable practices. Effective ESG reporting can boost corporate credibility,
attract responsible investors, and contribute to long-term financial success. Although still in its
early stages in Bangladesh, learning from international best practices can help the country align
with global standards, strengthen corporate sustainability, and enhance investor confidence.
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Chapter 5: Bangladesh Business Climate Index Score 2024-
25: Implications on Private Sector

The Bangladesh Business Index 2023-24 offers an evaluation of the current business
environment in Bangladesh. This assessment compares Bangladesh against the best
regulatory practices in the country, showcasing how close the business environment is to
achieving optimal regulatory performance across various business pillars.

The score was calculated based on two key steps:

Individual sub-factors were re-scaled using the For calculating the overall score for Bangladesh, the

linear transformation (worst - y)/ (worst -best) scores for individual pillars were obtained and
aggregated through simple avereging into one score,

first for each pillar and then ecrcss all 11 pillars;
Starting a Business, Access to Land, Availability of
regulatory information, Access to Infrastructure, Labour
Regulations, Dispute Resolution, Trade Facilitation,
Paying taxes, Technology Adoption, Access to Finance
and Environmental Reguiations, and Standards.

The highest score represents the best
performance on the sub-factors across all pillars.

Step Step

In the first phase, data is analyzed by Division, and it was achieved by preparing the
absolute scores across 39 indicators for each Division. As the total number of Divisions is 8,
this gave us, 39 x 8 = 312 data points to begin with.

n
Bi = z xj,k

i=1
Where B is the value of the pillar; i is the sub-sector and k is the sub-indicator; Xjk is the score of
the ith term in j sub-sector and k indicator and n is the total number of firms surveyed.

The next phase comprises calculating absolute scores across the 11 pillars to determine
the best-performing Divisions across each sub-index. This is a simple arithmetic total of the
scores assigned to the five indicators in each sub-index for each Division.

The last phase is to calculate the combined overall score. This score was calculated using
absolute scores for each pillar for each Division, with each pillar carrying equal weight.
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Where | represent the index; w is the weight assigned, i is the sub-sector and k is the sub-
indicator; xjk is the score of the ith term in j sub-sector and k indicator and n is the total number
of firms surveyed.

The Bangladesh Competitive Index employs a straightforward calculation method: assigning
equal weight to all pillars and, within each pillar, evenly distributing weight among its subfactors
or components. Scores are rated on a scale from 1 to 10, where 0 signifies the worst
performance and 10 denotes the best performance. When compared across years, the score
will highlight how much the business environment for local entrepreneurs in an economy has
changed over time in absolute terms.

The overall score distribution was categorized into four categories as shown below:

Score Description of Business Climate

41-60 Several Bottlenecks remain for Business: Significant efforts required

Improving Business Environment: Progress made however more needs to be
61-80 done

80-100 Business Friendly Environment: Continue the momentum

5.1 Respondent Profile

A total of 558 respondents participated in the survey. The largest share came from the
Agriculture and Forestry sectors (21%), followed by Wholesale and Retail Trade (18%), Transport,
storage and communication (13%), and RMG (12%). Other notable contributions included
Construction, Real Estate, Renting and Business Activities (10% each), Textiles (6%), and
Financial Intermediaries (4%), with smaller sectors such as Food and Beverage, Electronics and
Light Engineering, Pharmaceuticals and Chemicals, and Leather and Tannery together making
up less than 10 %. By location, Dhaka accounted for 29% of all respondents, followed by
Chattogram (17%) and Rajshahi (14%), while the rest were spread across other divisions. The
sample was predominantly made up of domestic firms (93%), with limited representation from
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foreign companies (2%), joint ventures (4%), and publicly listed entities (2%). In terms of size,
micro and small enterprises formed the majority (67%), alongside medium firms (12%) and large
companies (21%). Participation dynamics show that nearly three-quarters of respondents (73%)
took part for the first time, while just over one-quarter (27%) had also participated in the previous
year.

Figure 56: BBX 2024-25- Key Coverage at a Glance
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5.2 Bangladesh Business Climate Index Results 2024-25: Insignificant
Improvement in Overall Index Score since BBX 2023-24

2021-22 2023-24 2024-25

58.75 59.69

Improving Business Improving Business Challenging Business Challenging Business
Environment Environment Environment Environment

Progress achiesed with Progress achieved with Challengng business Challenging business envronment
further progress requked further progress required ervitonment dut to duo to political ineest, geopolitical
nfiatlonary pressute. risng uncertainty, increased imput cost,

inteecet r3te and global uncestainty i vesiment,

econcemy uncertainty nfiatonary pressare. (sing

Interest rate and oxchange rase
volatiity

Bangladesh Business Climate Index- Performance by Pillar

Bangladesh Composite Score 2024-2025- --—-- 59.69

Pillar Area m 2024-25

%ﬂ Starting a Business 62.7 64.72
2 Access to Land 53.11 54.10
L]
all Awailability of Regulatory Information 68.04 67.70
ﬂ Business Infrastructure 71.08 68.82
. .
B Labour Regulaticn 70.04 68.92
@ wo
:5 Dispute Resolution 62.38 64.73
g Trade Facilitation 60.87 59.56
] __I'
Eﬂ Paying Taxes 54.74 55.38
[t.;@gﬂ Technology Adoption 63.50 62.46
.
y Accessto Finance 28.11 40.07
@ Environmental Regulations and Standards 51.59 50.18
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Bangladesh Business Climate Overall Score

61.95
61.01
59.69
58.75

2021-22 2022-23 2023-24 2024-25

The Bangladesh Business Climate Index (BBX) score reached 59.69 in 2024-25, reflecting
an insignificant change from 58.75 in the previous year. This slight rebound indicates some
stabilization in the broader business environment including in supporting macro foundations, yet
the overall climate for business remains fragile. The improvement can be linked to incremental
policy measures and firm-level adjustments, but the slow pace of reform has not been sufficient
to restore business confidence to necessary standards. Structural bottlenecks such as limited
access to finance, bureaucratic hurdles in land registration and ownership transfer, informal
payments, and rising utility costs continue to constrain growth. Additionally, businesses face
mounting macroeconomic headwinds, including persistent inflation, electoral uncertainty,
elevated borrowing costs, and heightened global policy risks.

Regarding specific pillar scores, the highest-performing pillars in 2024-25 were
Infrastructure and Labour Regulation, indicating relatively strong support systems for
businesses. Both the pilar areas have, however, have seen a drop in comparison to
previous year. Signs of improvement were also observed in Starting a Business, Access to Land,
Dispute Resolution, Paying Taxes, and notably Access to Finance, which rebounded from the
previous year, reflecting a slight/partial recovery in financial support for enterprises. However,
scores declined for several other pillars, including Availability of Regulatory Information,
Infrastructure, Labour Regulation, Trade Facilitation, Technology Adoption, and Environmental
Regulations and Standards. These highlight persistent gaps in the business environment and
underscores the uneven conditions across the private sector, with Infrastructure remaining the
highest-performing pillar and Environmental Regulations and Standards among the lowest.
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Table 15: Detailed Comparison of BBX Pillar Scores

Pillars

2023-24

2024-25

% Change in Scores

Improvement/

Deterioration

Starting a Business 62.74 64.72 3% Improvement
Access to Land 53.11 54.10 2% Improvement
Availability of 68.04 67.70 -1%

Regulatory Information

Business Infrastructure 71.08 68.82 -3%

Labour Regulation 70.04 68.92 -2%

Dispute Resolution 62.38 64.73 4% Improvement

Trade Facilitation 60.87 59.56 2% _
Paying Taxes 54.74 55.38 1% Improvement
Technology Adoption 63.50 62.46 2% _
Access to Finance 28.11 40.07 43% Improvement
Environment 51.59 50.18 -3%

Regulations and
Standard
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BBX Pillar Areas and Corresponding Outcomes

Q;%j Starting 2 Business Mixed Result

Access to Land Mixed Result

Awallability of Regulatory Information Mixed Result

i)
I ull I

Infrastructure Mixed Result
&3

Labour Regulation Mixed Result
Trade Facilitation Mixed Result
g Paying Taxes , Mixed Result
QJ@G) Technology Adoption Mixed Result
ﬁ Access to Finance Mixed Result
@ Environmental Regulations and Standards Continuous

4 Deterioration

Performance in the latest year in the six out of eleven pillars exhibit deterioration,
underscoring persistent structural weaknesses in Bangladesh’s business environment.
Although the slight increase in the overall BBX score points to some improvement, the progress
remains uneven, with critical areas such as technology adoption, trade facilitation, and regulatory
transparency lagging behind. The macro-financial and political context of 2024—25 has heavily
influenced these outcomes. National elections and subsequent political unrest, labour strikes, and
industrial disruptions particularly in apparel and pharmaceuticals led to up to 10% business losses
in some sectors. High inflation, and elevated bank interest rates (up to 14% for long-term credit)
further constrained investment and domestic demand.

Addressing these issues requires comprehensive reforms aimed at improving access to
finance, enhancing regulatory clarity, modernizing production/trade/digital infrastructure,
and promoting technology adoption. Targeted policy measures, coupled with a stable political
and macroeconomic environment, are essential to foster a conducive business climate, attract
investments, and support sustainable economic growth in Bangladesh.
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Figure 57: BBX 2024-2025 Score by Divisions

Rangpur

56.9

Rajshahi Mymensingh S;I].hgt

59. 5 61.3 ~

Khulna

58.8
Barishal Chittagong
62.8 60.1

Small and Medium Enterprises (SMEs) remain particularly vulnerable to financing
constraints, operational bottlenecks, and regulatory inefficiencies. Large firms and foreign
investors have largely adopted a cautious stance, delayed fresh investments and contributed to
sluggish growth in some sectors. A number of major infrastructure projects, including the Dhaka
Metro Rail, Hazrat Shahjalal International Airport Terminal 3, Chattogram’s elevated expressway
the Patenga Container Terminal have seen progress in the past years yet businesses continue to
face energy shortages, labour disputes, rising input costs, and logistical challenges, limiting the
impact of these initiatives.

The BBX 2024-25 also highlights regional variations in the business climate. Divisions
such as Barishal, Sylhet, and Mymensingh recorded relatively higher scores, reflecting
stronger business conditions, whereas Rangpur, Dhaka, and Rajshahi show more
constrained environments. Even Dhaka and Chattogram, the country’s leading GDP
contributors, remain within a moderate score range, indicating persistent challenges such as
complex regulatory procedures, limited institutional support, and high operational costs.
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Notably, businesses in Dhaka and Chattogram have made progress in accessing regulatory
information, with over 80% of respondents successfully obtaining essential online information.
However, declines in most pillar scores signal that, factors like power outages, transport and
logistics hurdles, and concentrated competition continue to hinder business growth, particularly

for SMEs struggling in access finance.
Analysis emphasizes that political will
and effective implementation are critical
for these measures to have impact,
stressing that advisory inputs alone are
insufficient without accountability and
robust execution.

Overall, while the BBX 2024-25
indicates a near stagnant scenario in
business environment which
continues to be fraught with
structural and cyclical challenges.
Creating a more favorable environment
will require synchronized action from
government, regulators, and the private

Experts and business leaders emphasize the need

for coordinated policy interventions

energy security

administration

regulatory tools

Strengthening law and order and ensuring

Promoting transparent and equitable tax

Enhancing access to finance and digital

Providing targeted support for SMEs and

labour welfare programs

sector to bridge financing gaps, streamline regulatory processes, and improve infrastructure
efficiency. Without decisive measures, investor confidence may remain subdued, and business
expansion could face further delays, especially amid international economic uncertainties and the

forthcoming challenges of LDC graduation.

Table 16: Summary of Bangladesh Business Climate Index (BBX) 2024-25 Pillars

Pillar Indicator Score
1 Starting a Business 64.72
2 Access to Land 54.10

Implications

Improving
Business
Environment

Several
Bottlenecks
remain for

Business

Observations

Digital reforms ease business
registration, but sectoral
disparities, procedural hurdles,
and informal payments still
challenge entrepreneurs in
Bangladesh

Governance issues, informal
payment, and delays keep land
acquisition a key barrier to
business expansion in
Bangladesh
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Availability of
Regulatory
Information

Infrastructure

Labour Regulation

Dispute Resolution

Trade Facilitation

Paying Taxes

Technology
Adoption

67.70

68.82

68.92

64.73

59.56

55.38

62.46

Improving
Business
Environment

Improving
Business
Environment

Improving
Business
Environment

Improving
Business
Environment

Several
Bottlenecks
remain for

Business

Several
Bottlenecks
remain for

Business

Improving
Business
Environment

Availability of regulatory
information remains
constrained by overlapping
institutions, scattered sources,
and inconsistent guidance,
making compliance more
difficult and slowing business
reforms

While access to utilities and
connectivity has expanded,
quality and reliability remain
uneven, reflecting a lack of
capacity and structural
upgrades.

Continuous challenges pervade
in the areas of compliance,
availability of skilled and
unskilled workforce including
management, and lack of
technology, training and
technical materials for
upskilling employees.

The judiciary is grappling with a
mounting crisis as the backlog
of pending cases continues to

escalate, driven largely by a
critical capacity shortage

Recent reforms like AEO and
BSW show progress, but
regional disparities and
procedural inefficiencies
continue to burden trade.

Tax compliance processes
remain burdensome, complex,
and costly, with only limited
improvements resulting from
recent digitalization and
rationalization of audit
processes.

Adequate availability of internet
connectivity and mobile
networks has helped in

providing a strong foundation

for increasing digital inclusion
in business operations.

However, businesses are still
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not fully capable of adopting
and using new technologies.

Businesses are gradually
moving toward sustainable
practices, though differences

ST
1 Reggtlz::g::; dand AT remain for Large, technology-driven
Business enterprises adapt more easily,

while SMEs continue to lag due
to limited resources, technical
skills, and cost constraints.

5.2.1 Starting a Business

Digital reforms ease business registration, but sectoral disparities, procedural hurdles, and
informal payments still challenge entrepreneurs in Bangladesh.

Starting a business in Bangladesh today tells a story of both promise and persistence. On
one hand, reform initiatives, most notably the digitalization of services, are reshaping the way
entrepreneurs engage with regulators. On the
other, entrenched bureaucratic hurdles
continue to slow momentum. The ‘Starting a
Business’ pillar captures this dual reality: after
falling to 62.7 in 2023-24, the score improved

modestly to 64.7 in 2024-25, signaling a partial
63.9 recovery but still short of earlier highs.

Behind these fluctuations remain familiar

challenges cumbersome paperwork,

lengthy approval times, and the need to
secure clearances from as many as 23
different agencies, including BIDA, RJSC,
NBR, DoE, Bangladesh Bank, City Corporations/Municipalities, and other development
authorities. Weak coordination among these bodies often forces investors to resubmit the same
documents repeatedly, driving up both cost and time. Against this backdrop, the government has
expanded the BIDA One-Stop Service (OSS) platform, now positioned as the central gateway for

Starting a Business - Overall BBX Score

2021-22  2022-23  2023-24  2024-25
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business registration. The platform integrates services from 35 agencies, 12 banks, and 5
chamber associations, offering more than 133 services through a single digital interface. As of
December 2024, it had already facilitated over 170,390 services for 14,810 organizations, and
with a 4.5/5 rating from 75,000 feedback submissions, it stands out as a credible step toward a
more transparent, efficient, and investor-friendly business environment in Bangladesh.

The Companies Act in
Bangladesh has long faced
criticism for being outdated,
ambiguous, and difficult to

Starting a Business-BBX Score by Divisions (Yearly
Comparison)

sylhet 61.37 76.19 enforce. Its provisions often result

in prolonged court cases, weak

Mymensingh — — — protection for minority
Barishal 70.62 shareholders, and cumbersome
Rangpur T _— procedures for resolvm_g trade gnd
company disputes, discouraging

Khulna 64.61 65.51 64.53 investment and hindering
Rajshahi 7711 64.54 63.70 corporate governance. Significgnt
reforms through the Companies

Chattogram 525 S ERER Act Amendments, the 1st
Dhaka 70.21 60.66 61.45 Amendment abolished the

mandatory common seal, allowed
companies to authorize agents
domestically and internationally,
and digitalized company records.
The 2nd Amendment introduced the One Person Company (OPC) concept, clarified share
transfer procedures, streamlined registration and management, and strengthened creditor rights.
These changes reduce procedural delays, increase transparency, and provide clarity for
entrepreneurs formalizing their businesses.

W 2021-22 m2022-23 m2023-24 m2024-25

Despite these reforms, regional disparities persist. Companies in Barisal and Khulna
encounter fewer challenges due to lower average trade license costs (Tk. 9,250-10,254) and
minimal visits to government agencies, with over 40% of respondents requiring visit to fewer than
three agencies. In contrast, Dhaka, Sylhet, Mymensingh,
and Chattogram face higher trade license costs (Tk.
12,000-19,217) and more complex procedures, often  Around 42% of respondents reported
requiring visits to three or more agencies, contributing to  moderate difficulty in obtaining general
slower business registration and lower divisional BBX licenses or permits to start a business, while
scores. Incorporation costs also vary significantly:  26.8% experienced substantial difficulty,
Barisal averages Tk. 45,000, while Mymensingh reaches  highlighting persistent procedural hurdles
Tk. 65,000, reflecting administrative and regulatory  in business registration.

differences across divisions. The digitalization of records
is expected to ease entrepreneurs’ burden, improve
formalization of businesses, and foster a more professional corporate environment. Nevertheless,
addressing divisional disparities in costs, procedural complexity, and regulatory burden remains
critical for improving the ease of doing business uniformly across the country.
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Starting a Sector-BBX Score by Sectors (Yearly Comparison)

Transport, Storage & Communication 68.62 75.38 64.42
Electronics & Light Engineering 69.40 70.56 71.35
Wholesale and retail trade 72.48 62.20 67.91
Leather & Tannery 64.49 67.91 67.46
Agriculture & Forestry 69.35 64.29 62.55
Pharmaceuticals & Chemicals 61.90 83.14 53.54
Financial intermediaries 69.00 68.42 65.42
Food and Beverage 60.79 74.19 61.94
Real Estate, Renting and Business Activities 67.08 73.54 64.31
Construction 68.80 66.25 55.89
Textiles 67.87 59.61 56.94
RMG 66.09 78.22 58.53

W2021-22 m2022-23 m2023-24 m2024-25

A sectoral perspective highlights notable disparities in the ease of starting a business
across industries in Bangladesh. In 2024-25, Electronics and Light Engineering and Financial
Intermediaries continued to experience smoother start-up processes, with 100% of respondents
reporting relatively hassle-free operations and benefiting from shorter timelines for trade licenses
and VAT registration. In contrast, Construction, and Pharmaceuticals and Chemicals remain
among the most challenging sectors, with entrepreneurs citing cumbersome license renewals,
complex regulatory compliance, and the physical burden of tax and VAT payments.

Although post-pandemic digitalization initially eased documentation and approvals, a
gradual return to manual processes has increased procedural friction for certain sectors.
Around 42% of respondents reported moderate difficulty in obtaining general licenses or permits
to start a business, while 26.8% experienced substantial difficulty, highlighting persistent
procedural hurdles in business registration. Informal payments remain a significant concern, with
48% of respondents indicating they “often” encounter additional payments during registration or
renewal, underscoring the continuing impact of unofficial costs on business ease. Medium and
large enterprises face higher compliance complexity, emphasizing the need for targeted reforms
that standardize procedures across all sectors. Streamlined processes, consistent digitalization,
and curbing informal payments are essential to fostering equitable growth and enhancing
Bangladesh’s overall business climate.
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platfarm, integrating multiple
agencies and banks

Multiple clearances across
fragmented agencies

Companies Act amendments
modernized governance and
registration

Regional disparities in costs and
procedures

Informal payments remain
widespread

Digital services improved
transparency and user satisfaction
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Persistent Barriers

5.2.2 Access to Land

Despite slight improvements, governance issues, informal payment, and delays keep land
acquisition a key barrier to business expansion in Bangladesh

Securing land for business in Bangladesh continues to be a daunting challenge, despite
slight improvements in recent years. The overall score for access to land in 2024-25 stood at
54.10, up slightly from 53.11 in 2023-24,

Access to Land - Overall BBX Score highlighting persistent structural obstacles.
‘Access to Land’ remains a major bottleneck for

businesses and infrastructure projects, with

only 9.3% of firms purchasing or leasing new

land in 2024-25, while 90.7% reported no

acquisition. Navigating government agencies

continues to be challenging, as over 86% of

54.10 respondents faced moderate to substantial
difficulties, citing corruption, high registration

2021-22  2022-23  2023-24  2024-25 fees, slow mutation processes, and poorly

58.90

maintained land records, with registration-related
issues reported by nearly 29%. Additional concerns  over 86% of respondents reported facing
include unclear land pricing, excessive documentation,  moderate to substantial difficulties when
and disputes among land heirs. Despite the availability  dealing with government agencies during
of online systems, manual inefficiencies and procedural  land procurement.

hurdles continue to complicate land acquisition for
businesses.
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Over half of participants (65.1%) reported that informal payments were necessary to secure
land in Bangladesh over the past 24 months, with this practice most prevalent in Dhaka,
Chattogram, Khulna, and Sylhet. Division-level trends show that Chattogram (60.55) and
Khulna (57.85) made notable
improvements, while Sylhet (70.49)
and Barishal (66.84) remained stable
at high levels. Rajshahi (46.61) and
A 49.09 4475 70.49 Mymensingh  (563.20) saw the
Barishal 4969 4432 66.84 sharpest declines, Dhaka (51.86)
registered a slight drop, and Rangpur
(43.54) stayed the weakest performer
despite a small gain. Businesses
Mymensingh IR 62.19 64.58 53.20 frequently resorted to informal
Dhaka 59.84 64.58 52.78 51.86 payments and experienced prolonged
timelines for transferring land titles at
the land records office, often
complicated by disputes among land
heirs, unclear pricing, and excessive
m2021-22 W2022-23 ®2023-24 m2024-25 documentation requirements.

Access to Land-BBX Score by Divisions (Yearly
Comparison)

Chattogram 49.83 49.79 54.17 60.55
Khulna 42.93 53.40 57.85

Rajshahi 48.07 57.29 62.50 46.61

Rangpur 74.75 48.70 | 41.85 43.54

The challenges are further reflected in survey results on government interactions, where only
13.5% of respondents found dealings with government agencies easy, while 40.4% and 46.2%
faced moderate to substantial difficulties, highlighting persistent bureaucratic inefficiencies. These
delays and procedural hurdles not only increase transaction costs but also deter investment and
slow business expansion, particularly in land-intensive sectors. Survey shows that despite some
improvements, systemic issues in land administration continue to hinder equitable access to land,
highlighting the need for reforms in record-keeping, pricing, and regulatory processes.

Access to Land-BBX Score by Sectors (Yearly Comparison)

Electronics & Light Engineering 57.63 45.91 70.83 70.36
Agriculture & Forestry 62.50 56.48 64.75
Transport, Storage & Communication 60.11 58.21
Leather & Tannery 97.65 55.80 52.16
Pharmaceuticals & Chemicals 55.12 56.16 54.36
Textiles 61.47 59.12 54.02
Food and Beverage 59.08 50.83 53.85
Wholesale and retail trade 54.52 61.59 52.78 53.81
RMG 35.15 58.16 44.56 49.14
Financial intermediaries 49.57 51.11 46.45
Real Estate, Renting and Business Activities 59.19 54.71 46.37
Construction 48.07 59.03 42.36 40.11

H2021-22 m2022-23 m2023-24 m2024-25
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The Construction and RMG sector continue to face the greatest challenges in accessing
land. In 202425, construction posted the lowest BBX score hindered by excessive bank draft
requirements and slow transactions, while RMG weighed down by high title transfer and
registration costs. By contrast, sectors like Electronics and Light Engineering and Agriculture and
Forestry fared better, reflecting smoother processes.

Survey findings show that 76.9% of participants observed no regulatory reforms in land
services during 2024-25, underscoring limited progress. Registration emerged as the most
critical bottleneck, followed by corruption, high fees, unclear pricing, and slow mutation processes.
Sector-specific challenges were also pronounced: 37.5% of RMG firms, and 42.9% of Real
Estate, Renting and Business Activities flagged registration delays, while half of Food and
Beverage firms reported corruption-related issues. Overall, systemic inefficiencies and sector-
specific hurdles continue to complicate land acquisition, especially for infrastructure-heavy
industries. Without reforms in land administration, record-keeping, and cost structures, these
barriers will persist, constraining business expansion and investment in Bangladesh.

Gradual digitization of land
records

Sectors like Electronics and
Agriculture face fewer hurdles

Registration and mutation remain
slow

Growing awareness of online land
SErvices

Construction and RMG face
heavier challenges

Positive Developments
Persistent Barriers

5.2.3 Availability of Regulatory Information

The availability of regulatory information in Bangladesh remains constrained by overlapping
institutions, scattered sources, and often irreqular and inconsistent guidance, making compliance
more difficult and slowing business reforms.

The drop in score for the pillar Availability of Regulatory Information corroborates these
challenges. Even though the score has advanced substantially since 2021-2022 (59.8), it has
slightly fallen compared to the previous year (68). This marginal decline signals the slowness of
the momentum of reforms, and also perhaps a lack of attention in the last months to fine details
of regulatory framework such as access to regulatory information. Few indicators that highlight
notable achievements are awareness of registrations and renewals, improved online accessibility
to government regulations, and accessibility to rules set by municipal corporations.
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In contrast, the regulatory
environment continues to lack
consistency/predictability. Around
33.5 % of respondents reported no

government regulatory changes, 50 %
2 observed occasional modifications, and
= 16 % experienced frequent changes in
regulations. Furthermore, a majority
(563.6 %) were not informed of regulatory
changes in advance, and only 6.8 %

2021-22 2022-23 2023-24 2024-25 were regularly notified. This limited

transparency is compounded by the fact

that just 18.1 % observed new efforts to improve regulatory information, while 81.9 % reported
none.

Availability of Regulatory Information -
Overall BBX Score

Division-wise results highlight distinct groupings. Regions such as Mymensingh and
Rajshahi performed strongly, with nearly all respondents having online access to local
government regulations (100 % in Mymensingh; 99 % in Rajshahi) and full accessibility to
government rules and regulations in Rajshahi (100 %). These outcomes suggest stronger
institutional presence and better communication channels in these divisions. Khulna and Barishal
also improved overall scores, though Khulna revealed weaknesses in business awareness, with

only 73.1 % aware of registrations

Availability of Regulatory Information-BBX Score and renewals, the lowest among
by Divisions (Yearly Comparison) divisions.

Rajshahi A 75.44 In contrast, Rangpur and Sylhet
Mymensingh  EZBE) 77.38 64.81 70.07 form  the Iowest-Peﬁormlng
group. Rangpur had just 60.9 %

Khulna 44.67 68.33 .
online access to government rules
Dhaka Sl el 67.89 and only 49.3 % access to local
Chattogram 76.74 regulations, the lowest across all

sylhet 71.90 66.25 divisions. Sylhet also struggled
with local-level access (68.8 %),
although it recorded the highest
awareness of registrations and
renewals for setting up or
W2021-22 ®W2022-23 ®2023-24 m2024-25 operating business (96.9 %).

Barishal 73.88 45.88 63.00

Dhaka and Chattogram, despite being economic hubs, saw declining scores. Dhaka
reported the most frequent regulatory changes, suggesting that rapid policy adjustments without
adequate communication may have undermined perceptions of stability. On the other hand, no
respondents from Chattogram reported any structural or regulatory efforts made towards
improving regulatory information available, suggesting a continued lack of institutional
responsiveness that may hinder business confidence and regulatory compliance in the region.
These regional differences indicate that stronger administrative coordination improves outcomes,
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while regulatory inconsistency or weak dissemination mechanisms contribute to lower
performance.

Sectoral and firm-size variations show a similar split
between stronger and weaker performers. On the
higher end, sectors such as Pharmaceuticals and  53.6% of businesses were not informed of
Chemicals, and Leather and Tannery achieved full online ~ regulatory changes in advance highlighting
access to government regulations (100 %), while 'mited transparency.

Pharmaceuticals and Chemicals also led in local access
(100 %). Awareness was highest in Leather and Tannery
(100 %), pointing to well-structured compliance mechanisms in regulated industries. In terms of
frequency of government regulatory changes, Food and Beverages faced the least regulatory
changes (55.6 %), indicating relative stability.

By contrast, weaker groups continue to face significant gaps. Sectors like Leather and
Tannery’s overall score declined compared to the previous year, suggesting that while awareness
of all applicable registrations and renewals for setting up business is strong, moderate regulatory
modifications and lack of regular/predictable reforms are undermining sectoral performance.
Among the weaker groups, textiles saw the highest incidence of occasional changes (68 %),
pointing to greater uncertainty.

Availability of Regulatory Information-BBX Score by Sectors (Yearly Comparison)

Food and Beverage 49.67 72.09 67.50
Financial intermediaries 88.00 55.38
Construction 50.58 80.80 62.41
Transport, Storage & Communication 61.71 80.00 68.94
RMG 62.25 67.12 76.97
Wholesale and retail trade 56.44 69.87 62.37
Real Estate, Renting and Business Activities 71.28 69.81 75.77
Agriculture & Forestry 58.19 82.78 69.22

Pharmaceuticals & Chemicals 47.78 68.61 51.67 65.75
Leather & Tannery 68.54 79.44 72.50 65.11
Electronics & Light Engineering 56.58 74.55 55.71 64.75
Textiles 59.33 76.67 67.50 62.65

W 2021-22 N 2022-23 m2023-24 N 2024-25

Firm-size differences mirror these dynamics: large firms consistently outperformed
medium and smaller ones in awareness (88.6 %) of all applicable registrations and renewals
for operating business, government-rule access (96.5 %), and local-rule access (93 %). On the
other hand, micro and small firms lagged in awareness, access to government and local rules.

Medium firms performed relatively well in accessing government and local rules but faced the
highest incidence of frequent regulatory changes. These firms also observed no new structural
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reforms. Overall, the evidence suggests that stronger institutional linkages and compliance
requirements benefit regulated industries and large firms, while smaller enterprises and certain
service-oriented sectors remain disadvantaged by inconsistent access and limited reform
outreach.

More awareness of registrations
and renewals

Rapid policy adjustments without
adequate communication

Improved online accessibility to

government regulations mAbsence of new structural reforms

Regional and sectoral dsparities
exist in terms of accessto

Increased ccessibility to rules set
by municipal co-operations

information.

Persistent Barriers
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5.2.4 Business Infrastructure

The BBX score for Infrastructure is following a downward trend, falling from 71.1 in 2023—-2024 to
68.8 in 2024-2025.

The drop is perhaps due to challenges

Business Infrastructure - Overall BBX Score in uninterrupted power and energy

supply to industrial units, and to

services. Supporting indicators reinforce

this concern: most firms could access

utility, transport, and internet services

without extreme difficulty, the quality and

reliability of these services remain

711 uneven. Notably, 74.2 % of respondents

68.8 reported experiencing power outages

sometimes, and almost one in five firms

(19 %) had to make informal payments

often to obtain utility connections.

Moreover, only 20.1 % observed

structural or regulatory efforts to improve infrastructure, underlining the limited pace of reform in
this domain.

72.0

2021-22 2022-23 2023-24  2024-25

At the divisional level, outcomes varied, revealing distinct clusters of stronger and weaker
performers. Chattogram and Mymensingh were the only divisions to record score improvements,
while Dhaka remained largely unchanged. The improvements in these regions can be attributed
to comparatively better access to key infrastructures, as evidenced by the fact that most
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respondents in Chattogram reported not having to make informal payments to secure utility
services.

By contrast, Barishal,
Rajshahi, Khulna, Rangpur,
and Sylhet saw declining

Business Infrastructure-BBX Score by Divisions (Yearly
Comparison)

Mymensi... 77.53 71.56 scores overall. Barishal
Rajshahi  [ATLS 65.95 72.89 emerged as a critical weak
spot with highest drop in pillar

Chattogra... 65.74
score compared to the
Dhaka previous year. Most
Barishal respondents are  facing
Rangpur modergte __d_lfflculty in
accessing utilities (58.3 %)

Sylhet 73.33

and around 21 % citing
Khulna 72.43 severe transport challenges.
Dhaka, despite stability in its
score, also showed strain: 16
% of respondents reported
substantial difficulty in accessing utilities which is high compared to other divisions, 9.4 % cited
severe internet issues, and 30 % reported often having to make informal payments, signaling
governance-related bottlenecks.

W 2021-22 m 2022-23 W 2023-24 W 2024-25

Sectoral differences further illustrate the uneven distribution of infrastructure outcomes.
Overall pillar scores improved for leather and tannery, agriculture and forestry, RMG and real
estate-related activities, remained similar in transport, storage and communication, food and

Business Infrastructure-BBX Score by Sectors (Yearly Comparison)

RMG 46.76 77.11 66.18 72.74
Agriculture & Forestry 72.69 84.00 70.80 72.09
Real Estate, Renting and Business Activities 76.67 75.06 71.48 72.04

Leather & Tannery 81.88 69.68 56.00 71.17
Textiles 62.00 72.63 70.00 70.68

Pharmaceuticals & Chemicals 86.00 92.75 88.67

Food and Beverage 84.00 76.11 68.25 68.44
Transport, Storage & Communication 69.71 65.80 68.83 68.37
Wholesale and retail trade 72.12 70.13 72.48 65.57
Construction 75.22 80.86 71.81 64.27
Financial intermediaries 82.00 72.23 91.00 62.44

Electronics & Light Engineering 79.47 75.65 83.00 51.63

H2021-22 N2022-23 m2023-24 ®2024-25

beverage, and textiles, but declined across wholesale and retail trade, construction, electronics,
light engineering, pharmaceuticals and chemicals and other sectors.
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The significant drop in pillar scores for financial
intermediaries, pharmaceuticals and chemicals, and  74% of respondents reported experiencing
electronics and light engineering can be traced to  power outages sometimes, and almost one
sector-specific constraints reflected in the survey infivefirmshadto make informal payments
data. The drop in the pillar score for the pharmaceuticals ~ ©ften to obtain utility connections.

and chemicals sector is driven largely by infrastructure
related operational challenges. 75% of respondents
reported power outages ranging from moderate to frequent, emphasizing how an unstable
electricity supply increases operational costs and affects productivity. In addition, 62% of
respondents indicated that difficulty in accessing transport and logistics services is moderate to
substantial.

Electronics and light engineering faced challenges across multiple fronts: 61.3% of
respondents reported moderate difficulty in accessing transport and logistics, and an
overwhelming 87.5% indicated recurring power outages (and cost of per unit electricity is high),
all contributing to reduced efficiency. Financial intermediaries, on the other hand faced declining
scores largely due to challenges in business security, economic and financial instability, and an
uncertain political environment, which were further exacerbated

By contrast, leather and tannery registered significant improvement in scores, supported
by relatively easier access to basic infrastructure and reduced informal payments, with
66.7% of respondents indicating they did not need to pay informally for utility connections.
Together, these findings highlight that, sectors facing frequent outages, weak connectivity, and
limited regulatory reforms experienced declining competitiveness, while those with reduced
informality and better utility access, like leather and tannery, benefited from more stable
infrastructure support.

In terms of firm size, micro and small enterprises fared relatively better in accessing
utilities (47.9 % easy) and avoiding informal payments (60.6 % reported none). Larger firms,
however, faced moderate utility constraints (50.9 %) and made higher informal payment, with the

Transport and Logistics Acc
difficult for most busin
Reliable access to internet and
mobile phone connectivity for
businesses
Frequent power outages affecting
husinesses

Low incidence of infarmal

payments for obtaining utility T T

regulatory changes to improve
industrial and business
Infrastructura
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Persistent Barriers
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largest average payment amounts (Tk 101,534). Medium-sized firms emerged as the most
vulnerable, with 32.4 % facing substantial utility difficulties, 19.1 % reporting frequent outages,

and some of the highest burdens from informal payments.

5.2.5 Labour Regulation

Labour regulation has persistently been challenging for
businesses in Bangladesh as corroborated by the
declining trend in the BBX score over the last two years.
Continuous challenges persist in the areas of

Businesses view statutory requirements,
such as maternity welfare benefits, casual
leave, and festival holidays, as compliance
challenges, since they entail additional

financial costs.

Labour Regulation - Overall BBX Score

compliance, availability of skilled and
unskilled workforce including management,
and lack of technology, training and technical

materials
74.4

for  upskilling  employees.

Table 16: Level of National Compliance with Labour
Rights among Bangladesh and Neighboring Countries

68.9

66.35 Country Value
ASEAM 4.3

2021-22 202223 202324  2024-25 Banglodesh 7.9
Indic 33

Furthermore, most businesses witnessed no

MNode: The volue ronges from O fo 10, with O being e best possible score
(indicating higher levels of complionce with freedom of ossociofion ond

substantial reform in this pillar area, explaining the collactive borgoining [FACH) righty) ond 10 the woeit (indicoling lower
levels of complionoe with FACE sights bosed on 10 o el sourors ond

lower score. natisnal legidation,
Sowrced: Indernofonal lobow Orgomsotion, Key fndécodors of the Lobour

The national compliance level of Bangladesh

Maorket [KILM).

is low compared to India and other ASEAN countries which shows the gaps in labour
regulation in the country?®. According to our survey, most businesses had moderate difficulty in
complying with labour regulations for businesses, especially the micro and small firms, particularly

Labour Regulation-BBX Score by Divisions (Yearly
Comparison)

Barishal 66.36 64.75 90.00
Rajshahi 60.29 67.89 66.35 69.95
Chattogram 77.76
Dhaka 84.09 71.74 68.93
Mymensingh 80.12 70.74
Rangpur 46.07 66.25 68.57 68.23
Khulna 46.07 69.86 76.17 67.94

Sylhet 78.02 62.38 65.38

H2021-22 m2022-23 m2023-24 m2024-25

the  electronics and light
engineering sectors. This implies
that businesses view statutory
requirements, such as maternity
welfare benefits, casual leave,
and festival holidays, as
compliance challenges, since
they entail additional financial
costs, workforce disruptions, and

23 https://www.ulandssekretariatet.dk/wp-content/uploads/2024/03/LMP-Bangladesh-2024-final.pdf
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productivity losses that are often difficult to manage, particularly for smaller firms with limited
resources.

Labour Regulation - BBX Score by Sectors (Yearly Comparison)

Financial intermediaries 50.00 72.65 100.00 75.80
Pharmaceuticals & Chemicals 85.00 95.00 85.00
RMG 55.29 75.00 66.36 70.09
Textiles 50.00 70.00 63.21 68.84
Transport, Storage & Communication 63.64 64.00 64.39 68.82
Wholesale and retail trade 69.54 72.12 72.90 68.82
Electronics & Light Engineering 74.21 YAWE] 75.71 68.50
Agriculture & Forestry 66.27 76.67 69.30 68.44
Construction 54.76 81.03 72.04 67.93
Real Estate, Renting and Business Activities 64.62 71.11 72.31 67.60
Food and Beverage 79.00 73.72 66.88 67.44

Leather & Tannery 81.25 76.97 52.50 67.00
H2021-22 m2022-23 m2023-24 m2024-25

Additionally, compliance with labour filings or returns is as difficult as complying with
broader labour regulations as per BBX findings. The difficulties primarily arise from procedural
and record-keeping requirements, such as reconciling working hours with statutory notices and
registers, accurately calculating and disbursing wages during holidays or periods of closure and
maintaining updated safety record books. These obligations demand meticulous documentation
and administrative oversight, which smaller enterprises like light and engineering sectors with
limited human resources capacity struggle to manage effectively. Consequently, compliance
becomes not only a regulatory burden but also a source of operational inefficiency for businesses.

Compliance with labor filings or
e returns is as difficult as complying
with broader labor regulations

Acquiring unskilled
workers more businesses
is easy

Limited modern tools and resources
st FEduce training, productivity, and
workforce appeal

Bangladesh's labor compliance

lags behind India and ASEAN
peers

Positive Developments
Persistent Barriers

Access to technology and technical materials remains moderately difficult in certain
divisions, which directly impacts their ability to attract skilled workers. Despite the annual
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influx of graduates and internal migration to urban centers such as Dhaka and Chattogram, these
regions continue to struggle in drawing qualified labour, particularly in specialized sectors like
electronics, light engineering, and pharmaceuticals and chemicals. Limited availability of up-to-
date tools, equipment, and technical resources constrains both training and productivity, making
these divisions less appealing for skilled workers and exacerbating workforce shortages in
technically demanding industries.

5.2.6 Dispute Resolution

The judiciary is grappling with a mounting crisis as the backlog of pending cases continues to
escalate, driven largely by a critical capacity shortage.

Supreme Court statistics reveal
that as of December 31, 2024, a
total of 31,120 cases were
pending in the Appellate Division
and 580,000 cases in the High
Court Division. With only five
judges in the Appellate Division
64.2 624 64.7 and 81 in the High Court, the
judicial workload has become
overwhelming, averaging more
than 6,200 cases per Appellate

2021-22 2022-23 2023-24 2024-25 Division judge and 7,200 cases

Dispute Resolution - Overall BBX Score

per High Court judge. This acute imbalance between
caseload and judicial capacity severely undermines the
timely delivery of justice and highlights the urgent need for
capacity strengthening and institutional reforms.

Among larger firms, an impressive 87%
confirmed the availability of effective out-
of-court dispute resolution mechanisms.

Judiciary in Bangladesh faces systemic challenges
including lengthy delays, high costs, and
transparency. The limited and unplanned use of technology further exacerbates inefficiency,
leaving justice-seekers with a slow, costly, and often unreliable system. These shortcomings
undermine public trust, prolong justice delivery, and perpetuate inequality before the law. Findings
from BBX related survey highlight that abuse of power, lack of information dissemination, and
political interference remain major concerns. However, encouragingly, in recent times—following
the political change in 2024—political influence over the courts has reduced, and the suspension
of corrupt judges has contributed to modest but positive improvements of confidence in judiciary.
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Dhaka secured the second-
highest position in the Dispute
Resolution pillar among the
eight divisions, with a score of
Rajshahi D 80 66.21. While the  division
Dhaka 58.20 39.00  68.87 66.21 experienced a significant
improvement in the previous
assessment year, registering a
remarkable  30-point increase
VIVLTSISIO S 4350  65.25 53.78 64.35 compared to 2022-23, this year’s
score reflects a slight decline of 2

Dispute Resolution-BBX Score by Divisions
(Yearly Comparison)

Khulna 41.86 68.87 54.45 65.51

PUNRNNIN 5152  64.38 60.18 64.63

VS 3556 73.25 69.14 63.42 ) : X
points. This marginal drop may be

@ELCT 60,00 6334 5452 6294 attributed to persisting systemic
Rangpur 87.36 3713 67.77 60.26 challenges such as case backlogs,
delays in judicial processes, and

N2021-22 ®2022-23 m2023-24 m2024-25 limited institutional capacity, which

continue to hinder the efficiency
and consistency of dispute resolution despite earlier progress. By contrast, Rajshahi emerged as
the top performer in this pillar, scoring 67.88—an impressive 7-point increase from the previous
year—indicating more consistent improvements in its dispute resolution mechanisms. The
appointment of Monitoring Committees for Subordinate Courts, including a designated High Court
judge for Rajshahi’s jurisdiction, might have led to improved oversight and compliance in judicial
processes.

Dispute Resolution-BBx Score by Sectors (Yearly Comparison)

Electronics & Light Engineering 61.11 61.80 61.29 74.25
RMG 63.33 58.50 68.50 70.30
Food and Beverage 44.44 61.09 57.75 68.99
Construction 46.67 72.83 59.28 68.40
Pharmaceuticals & Chemicals [NCEICE IS Wi} 55.00 66.00
Agriculture & Forestry 54.76 55.00 56.82 65.72
Real Estate, Renting and Business Activities 77.78 62.33 71.71
Textiles 80.00 49.50 61.29
Transport, Storage & Communication 60.32 72.60 65.00
Financial intermediaries 73.33 62.79 58.38
Wholesale and retail trade 50.00 62.19 61.74
Leather & Tannery [EEIEE] 83.50 66.00

N 2021-22 N 2022-23 m2023-24 H 2024-25

Survey findings reveal encouraging signs of progress in Bangladesh’s dispute resolution
environment. Around 66% of respondents noted a reduction in the time required to resolve
commercial disputes, while among larger firms, an impressive 87% confirmed the availability of
effective out-of-court dispute resolution mechanisms. This suggests that businesses are
increasingly relying on alternative dispute resolution (ADR) processes to resolve disputes more
efficiently. The stronger leaning of large firms towards ADR may be attributed to their greater
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financial capacity, which allows them to access and bear the costs of such mechanisms more
easily, as well as their stronger institutional awareness and preference for faster, less disruptive

solutions compared to prolonged court proceedings.

Moticeable reduction in political
influence over courts

Suspension of corrupt judges
improving integrity

Faster resolution timelines
reported by businesses

Positive Developments
Persistent Barriers

5.2.7 Trade Facilitation

Severe backlog of cases and
shortage of judges

Limited technology adoption
across courts

Ongoing concerns over abuse of
power and inconsistent verdicts

Bangladesh’s trade facilitation environment reflects a mixed performance, with moderate national-

level progress but persistent regional disparities.

Trade Facilitation - Overall BBX Score

2021-22 2022-23 2023-24 2024-25

The overall score this vyear
stands at 59.56, slightly below
last year’s 60.87, indicating a
marginal decline in ease of
trade. However, division-level
trends vary significantly:
Barishal has shown a
remarkable improvement from a
score of 14 last year to over 74
this year, while Rangpur’s score
dropped from 73 to 56,
highlighting that administrative
efficiency and local
implementation remain highly

uneven across the country. These differences underscore the importance of region-specific

interventions to address localized bottlenecks.
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Customs clearance
remains a key challenge
for both exports and
imports. On  average,
Barishal 55.58 14.61 74.57 :
exporters experience

Mymensingh  IEINVA 66.45 65.41 moderate  delays, while
ol 4349 4124 | 60.26 62.09 importers face even longer

Chattogram 83.76 61.30 61.69 procjessmg . . t|m.eS,
particularly in regions like

Sylhet 6337 4526  57.36 Khulna, ~Rangpur, and
Rajshahi 57.44 68.67 57.23 Sylhet. Costs are also highly
Rangpur 66.50 62.50 TR 56.45 variable depending on the

division and industry, with

Trade Facilitation -BBX Score by Divisions (Yearly
Comparison)

Khulna [EERED 62.35 57.78 5133 sectors like
pharmaceuticals facing
N2021-22 m2022-23 m2023-24 m2024-25 comparatively lower

expenses, while textiles and
leather report significantly higher clearance costs. Beyond time and cost, informal payments
remain a persistent issue, reflecting structural inefficiencies and entrenched rent-seeking behavior
within the trade facilitation ecosystem. These operational challenges not only increase transaction
costs for businesses but also undermine transparency and predictability, which are crucial for
trade competitiveness.

Trade Facilitation-BBx Score by Sectors (Yearly Comparison)

Pharmaceuticals & Chemicals 69.83 35.89 66.93
Food and Beverage 54.72 52.93 66.42
Wholesale and retail trade 56.39 64.46 65.95
Textiles 46.79 37.11 56.64 64.31
Leather & Tannery 86.11 61.14 29.84 63.67
Transport, Storage & Communication 43.94 74.65 74.84 62.11
RMG 44.33 57.93 59.41
Agriculture & Forestry 56.69 CENE] 65.92
Construction 50.95 58.65 55.97
Real Estate, Renting and Business Activities 80.93 47.84 48.40
Electronics & Light Engineering 84.19 60.72 41.46 41.90
Financial intermediaries 57.83 38.87 40.11

W 2021-22 m2022-23 m2023-24 m2024-25

That said, reform efforts have been undertaken to address these challenges, including the
introduction and expansion of Authorized Economic Operator (AEO) certification, the
Bangladesh Single Window (BSW) system, and the One-Stop Service (OSS) platform. The
AEO certification has expedited clearance for large corporate taxpayers, while BSW aims to
streamline procedures and reduce reliance on paper-based processes. OSS, intended to simplify
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investment-related approvals, currently integrates 38
services across 18 agencies, though incomplete  Beyond time and cost, informal payments
adoption requires many investors to still engage with  remain a persistent issue, reflecting
agencies manually. While these reforms signal progress  structural inefficiencies and entrenched
toward modernization and transparency, their full  rent-seeking behavior within the trade
potential remains unrealized due to implementation facilitation ecosystem.

gaps, awareness, and outreach limitations.

Structural and operational barriers continue to constrain trade facilitation. Arbitrary
valuation decisions, excessive port demurrage fees, inefficient port management, and insufficient
labouratory facilities collectively undermine efficiency. Even as some divisions experience
substantial improvement, persistent bureaucratic hurdles and rent-seeking practices reduce
predictability and raise costs for businesses.

Introduction of AED certification Customs clearance delays and

for trusted traders

Rollout of the Bangladesh Single
Window (BSW)

Expansion of One-Stop Service
(O55) platform

arbitrary valuation practices

Persistent informal payments and
rent-seeking behavior

Lack of poper adoption of digital
systems like BSW and 055

Positive Developments
Persistent Barriers

The upcoming LDC graduation in 2026 is generating significant concern among
businesses, with around 40% of respondents reporting high levels of apprehension. This
concern is especially pronounced among sectors directly linked to exports. Large and medium-
sized enterprises also expressed heightened concern, reflecting the potential impact on trade-
dependent operations. Businesses anticipate challenges such as reduced price competitiveness,
shifts in buyer preferences and sourcing strategies, and higher tariffs in key markets. Despite
these concerns, the majority—approximately 94%—are yet to take any preparatory measures,
including those in export-driven sectors, indicating a notable gap between awareness of potential
risks and proactive strategic action. This underscores the urgent need for targeted policy guidance
and sector-specific support to help firms navigate the post-LDC landscape.
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Tax compliance processes remain burdensome, complex, and costly, with only limited
improvements resulting from recent digitalization and administrative reforms.

The Paying Taxes pillar has seen a marginal improvement in 2025, with the score increasing from
54.74 last year to 55.38. While this reflects some progress such as suspension of audit until clear

Paying Taxes - Overall BBX Score

68.7
55.2 54.7 55.4

2021-22 2022-23 2023-24 2024-25

Most businesses—around 97% of respondents—
reported being able to obtain or renew VAT and income
tax registrations. However, difficulties remain in certain
sectors, as seen in pharmaceuticals, where 12% of firms
indicated negative experiences. The registration
process on average takes over a week and is costly, with
significant discrepancies across divisions and firm sizes.
For instance, the average cost is around 19,000 BDT,
but in Dhaka and Barishal it exceeds 25,000 BDT, and
for large firms the expense rises to about 36,000 BDT.

criterion is developed, the overall
tax environment in Bangladesh
continues to present significant
challenges that adversely affect
businesses and investor
confidence. Survey findings indicate
that tax compliance processes
remain burdensome, complex, and
costly, with only limited
improvements resulting from recent
digitalization and administrative
reforms.

Despite the rollout of several
services, businesses
difficulty in filing and paying taxes. It takes
an average of 6 days complete the filing
process, and nearly 73% of businesses
reported moderate to substantial difficulty
in doing so.

digital

continue to face

These costs, combined with delays, add to the compliance burden, particularly for firms that

already operate within tight margins.
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Paying Taxes-BBX Score by Divisions (Yearly
Comparison)

Despite the rollout of several digital
services, businesses continue to
face difficulty in filing and paying

Sylhet 2495 BMe i > taxes. It takes an average of 6 days
Rajshahi 48.09 | 57.88  57.27 complete the filing process, and nearly
Mymensingh 621 SRR CETE 73% of bugmesggs reporteq moderat'e
to substantial difficulty in doing so. This

Barishal b EEERE suggests that the benefits of
Dhaka [EENA 71.83 | 5228 55.79 digitalization have not fully materialized
Rangpur 8341 4653 5274 5476 and  that  taxpayers—especially
compliant, larger firms—are

R | T —— disproportionately burdened compared
Khulna 76.67 4579 _60.23  51.86 to informal businesses. Respondents

also highlighted the unpredictability of

N 2021-22 m2022-23 m2023-24 m2024-25 the tax system, with frequent and

unannounced changes in laws,

arbitrary decisions by tax officials, and a lack of adequate notification mechanisms. Such
unpredictability erodes business confidence and makes long-term planning more difficult.

Paying Taxes-BBX Score by Sectors (Yearly Comparison)

Transport, Storage & Communication 69.80 59.73 56.00 58.04
Construction 81.65 45.85 56.53 57.54

Financial intermediaries 70.28 59.80 60.92 57.26
Pharmaceuticals & Chemicals 70.94 67.71 57.75 56.93
Agriculture & Forestry 79.90 60.83 56.53 55.79
Real Estate, Renting and Business Activities 61.88 59.73 52.99 55.56
Textiles 51.73 49.83 LYNE 54.61
Wholesale and retail trade 74.71 44.75 55.35 53.91
RMG 33.39 61.31 52.00 53.85
Food and Beverage 64.11 66.58 56.72 53.31
Leather & Tannery 63.69 42.47 37.13 50.60
Electronics & Light Engineering 81.49 53.96 49.50 46.61

H2021-22 m2022-23 m2023-24 m2024-25
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Another critical issue is the persistence of informal payments. Around 57% of respondents
admitted to making such payments, with medium and large firms more frequently targeted
due to their higher financial capacity. This rent-seeking behavior, combined with a complex
and opaque tax structure, contributes to a high effective tax burden that discourages investment.
Nevertheless, some positive developments are worth noting. The political change has placed
greater scrutiny on potential corruption risks, reducing the prevalence of speed money compared
to past few years. Additionally, new online tax services and the simplification of tax forms have
provided incremental relief to taxpayers. These improvements, while modest, explain the slight
upward movement in the pillar score but also highlight that far more comprehensive reforms are
needed to create a predictable and business-friendly tax environment.

Wider rollout of digital tax services
and simplified forms

Complex, time-consuming
compliance processes

Frequent, unpredictable policy
changes

Increased scrutiny of corrupt
officials, reducing speed money

Developments

®

Itive

High compliance costs, particularl
for larger firms

Improved perception of fairness
compared to previous years

s

Persistent Barriers

Pos

5.2.9 Technology Adoption

The widespread availability of technology and the internet, primarily through mobile
phones, has enabled businesses in Bangladesh to adopt new solutions more effectively
than before.

The Technology Adoption pillar showed continuous improvement from 2021-22 to 2023-24, but a
slight decline was observed in 2024-
25. Since the pandemic, businesses
became more active online, which
increased digital communication and
virtual presence, further driving
technology adoption.

Technology Adoption - Overall BBX Score

Limited business readiness for investing in
new technologies and using various
technological platforms has prevented the
full effectiveness of digital transformation.

2021-22 2022-23 2023-24 2024-25
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However, in 2024-25, the index fell slightly to 62.5, reflecting a 1-point decrease compared
to the previous year. Several constraints contributed to this minor decline. The pace of policy
reforms and digital infrastructure expansion slowed somewhat in 2024-25, making it difficult to
maintain continuous growth. Additionally, high internet costs, unreliable electricity supply, and
limited network coverage in rural areas created obstacles to technology adoption. A shortage of
skilled personnel limited digital and technological capacity in businesses, and gaps in e-
commerce activities and training prevented many enterprises, particularly small and medium-
sized ones, from effectively adopting advanced technologies.

As a result, the decline in the score for 2024-25 does not indicate a setback but rather
reflects a slowdown in the pace of progress. This highlights that to ensure continuous
improvement in the Technology Adoption pillar, Bangladesh needs to strengthen policy support,
increase investment in new technologies and digital infrastructure, and focus more on developing
digital skills and awareness.

Adequate availability of internet connectivity and mobile networks has been observed,
providing a strong foundation for increasing digital inclusion in business operations.
However, businesses are still not fully capable of adopting and using new technologies. In
particular, they lag in e-commerce and website-based sales of products and services, limiting the
potential of online marketing. Additionally, limited business readiness for investing in new
technologies and using various technological platforms has prevented the full effectiveness of
digital transformation.

. L. The extensive coverage of internet
Technology Adoption-BBX Score by Divisions and mobile networks in Dhaka and

(Yearly Comparison) Chittagong has increased
customer engagement, leading to

Sylhet 70.33 78.75 65.23 rapid expansion of e-commerce
and reflecting a strategic focus on

Dhaka A revenue generation. In Dhaka,
NWNRREN 5500 5526 | 69.82 6297 approximately 51 % of respondents
prioritize the use of digital platforms

Chattogram 77.50 56.45 59.69 61.98 for business administration,
emphasizing operational efficiency

Rangpur  RERENCE S o and organizational management. In
Khulna 6250 5109 | 69.64 60.07 contrast, in Chittagong, around 42 %

of businesses focus on online

P EIA 5041 5342 59.90 marketing of products and services,
facilitating market expansion and

Mymensingh e635 S > easier access for customers. This

trend is driving local
m2021-22 ®W2022-23 m2023-24 m2024-25 entrepreneurshlp, emp!oyment, and
regional economic activity.

These patterns highlight how different regions in Bangladesh use digital tools to improve
various aspects of their business operations while aligning their strategies with specific
local needs and priorities. In Rangpur, Mymensingh, and Rajshahi, investment in new
technologies and digital solutions remains very low-approximately13%,13%, and 27%
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respectively-leaving their online business capabilities lagging behind. As a result, the overall
scores for these regions have declined.

Technology Adoption -BBx Score by Sectors (Yearly Comparison)

Leather & Tannery 77.50 70.83 10.17 77.08
Pharmaceuticals & Chemicals 50.00 69.79 1111 7031
Textiles 50.00 35.94 62.50 67.34
v B 60.23 57.89 66.30
Electronics & Light Engineering 66.07 60.82 58.33 65.63
Construction 75.00 65.09 68.75 63.86
Financial intermediaries 67.50 57.08 15.18 62.50
Transport, Storage & Communication 53.75 87.50 68.06 61.30
Real Estate, Renting and Business Activities 70.45 68.75 62.50 61.11

Agriculture & Forestry 58.33 60.42 67.65 60.58
Wholesale and retail trade 41.07 56.49 70.50 60.20
Food and Beverage 91.67 56.65 59.09 57.64

N 2021-22 m2022-23 m2023-24 m2024-25

Technology adoption is increasing transparency, reducing transaction costs, and creating
new employment opportunities in digital services and delivery systems. Overall, technology
has become a key driver of competitiveness in Bangladesh’s business environment. Urban
centers like Dhaka and Chittagong are leading this transformation, but slower adoption in other
regions highlights the need for more inclusive digital infrastructure and capacity building to sustain
nationwide growth. Survey data shows that only 12.7% of respondents consider marketing or
selling products and services online to be difficult. At the same time, only 4.8% find accessing or
leveraging the technology solutions or platforms they use to be challenging. This indicates that
online marketing and technology adoption in Bangladesh face relatively few obstacles, and most
businesses are able to utilize these tools with ease.

The scores for the Leather and Tannery and Pharmaceuticals and Chemicals sectors show
that the Leather and Tannery sector has made the most significant improvement, with a
score of 77.08, highlighting notable progress in business capabilities and technology adoption.
The Pharmaceuticals and Chemicals sector scored 70.31, reflecting solid performance, though
slightly lower than Leather and Technology. This indicates that both sectors are experiencing
strong growth within Bangladesh’s industrial landscape, with Leather and Technology advancing
at the fastest pace.
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Businesses increasingly
adopting digital
tools, platforms and e-
commerce

High costs and weak digital
infrastructure hinder
adoption

limited skilled workforce
reduces technological
effectiveness

Technology driving
efficiency,transparency and
market expansion

Small enterprises struggle
with readiness for
transformation

E-commerce and digital
payments boosting
entrepreneurial growth

Positive Developments
Persistent Barriers

5.2.10 Access to Finance

Access to Finance trajectory over the past four years reflects severe weaknesses despite 12
points improvements in this year’s ranking

In 2024-25, the score for the pillar
Access to Finance - Overall BBX Score increased to 401 from that Of 281 in
2023-24, indicating a relative
improvement in the financial access
facing businesses. The steep decline up
to 2023-24 reflected a period of financial
stress, constrained trade and private
sector credit, characterized by liquidity
shortages in the banking sector, rising
non-performing loans, and increasing
foreign currency constraints. Businesses
found it increasingly difficult to access
loans, secure open letters of credit (LCs),
and obtain affordable non-bank financing
options. Despite the notable improvement, the pillar, with a score of 40.1 continues to remain in
severe business environment bottleneck category of the index.

50.78

2021-22 2022-23 2023-24 2024-25

The improvement in 2024-25 suggests that the worst
phase of the crisis may have passed, and
policymakers needs to build on the governance
restoration, confidence boost, and easing of import
compression. Policy interventions by Bangladesh Bank,
including refinancing programs for exporters, and green
finance projects, helped ease access to credit.
Improvements in foreign currency management and
prioritization of sectors for LC approvals also contributed

Around 72% of respondents financed the
purchase of fixed assets or capital through
bank loans. This statistic demonstrates
businesses’ overwhelming dependence on
banks as the primary source of investment
funding.
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to some stabilization in trade-related financial services. At the same time, businesses reported
diversifying their sources of finance, relying more on non-bank financial institutions, microfinance,
and venture financing, which helped reduce the burden of excessive dependence on banks.

For Dhaka, Chattogram, and Khulna, which are heavily dependent on trade financing and
working capital loans, the pillar posted higher scores compared to the previous year.
These improvements were primarily driven by better access to bank credit, gradual relaxation of
restrictions on promissory notes, and targeted refinancing programs introduced by Bangladesh
Bank for SMEs and exporters. Rangpur has also shown a strong recovery, with its score rising
from 28.6 to 40.7, as small businesses reported better utilization of microfinance and non-bank
financial institutions. Rajshahi and Mymensingh followed with moderate improvements, indicating
that while conditions have not yet fully normalized, confidence is gradually being restored.

Overall, this points to a

Access to Finance -BBX Score by Divisions (Yearly recovery, with the most

Comparison) severe phase of financing

constraints perhaps

Khulna easing. However, the
uneven nature of recovery

Chattogram e e across divisions highlights
Rangpur 38 il 207 differences in  financial
Dhaka 41.7 24.8 | 26.9 40.1 infrastructure, institutional
Mymensingh 38.2 31.2 sulpport, and bustinessI
reliance on externa

Rajshahi : ST Ve financing. While confidence
Barishal 32 has improved, sustaining
Sylhet 26.7 345 this momentum will require

continued reforms in credit
allocation, digital banking,
and regional financial

H2021-22 m2022-23 m2023-24 m2024-25

inclusion.

Access to finance remains one of the most critical factors shaping the business
environment in Bangladesh. Survey results underscore both the importance of bank loans
in business investment decisions and the persistent challenges companies face when
transacting with the banking sector. The survey shows that, on average, around 72 % of
respondents financed the purchase of fixed assets or capital through bank loans. This statistic
demonstrates businesses’ overwhelming dependence on banks as the primary source of
investment funding. Non-bank financial institutions, microfinance, and self-financing play a much
smaller role in capital formation. Among the divisions, Chattogram recorded the highest
dependence on bank loans, reflecting its status as a major commercial center with significant
demand for working capital, and trade financing. Strong levels of bank financing were also
reported in Dhaka, Khulna, and Rajshahi, indicating that businesses in these regions are relatively
well integrated into the formal financial system. In contrast, Sylhet continues to face a challenging
environment for business financing, with limited access to bank credit and ongoing reliance on
informal channels or remittances.

Despite this heavy dependence on banks, nearly 41 % of respondents reported

‘considerable difficulty’ in obtaining bank loans. This clear contradiction highlights structural
challenges in the financial sector. While businesses turn to banks due to limited alternatives, the
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process is often costly, bureaucratic, and uncertain. Respondents consistently pointed to high
collateral requirements, usually linked to land or property, which exclude many SMEs and startups
from the formal credit market. Additionally, rising interest rates following the removal of interest
rate caps, combined with inflationary pressures, have increased the cost of borrowing. Even when
loans are obtained, they are often considered inadequate.

Access to Finance-BBx Score by Sectors (Yearly Comparison)

Pharmaceuticals & Chemicals 66.67 4.13 35.75 45.38
Wholesale and retail trade 43.10 32.68 30.87 43.94
Agriculture & Forestry 58.64 38.50 25.68 42.17
Financial intermediaries 50.00 35.92 31.73 42.08
Real Estate, Renting and Business Activities 54.17 32.08  23.16 41.10
Food and Beverage 35.71 31.95 30.94 40.33
Transport, Storage & Communication 48.81 39.60 27.00 39.10
RMG 37.78 2950 | 2525  38.41

Electronics & Light Engineering 54.17 EENE] 25.93 37.13
Construction 63.54 57.47 35.75
Textiles 46.67 20.63 = 27.70 34.60
Leather & Tannery 58.97 45.50 33.00 22.00

H2021-22 m2022-23 m2023-24 m2024-25

Other obstacles include delays in processing and inconsistent lending procedures. Loan
approvals can take several months, with extensive documentation requirements that discourage
smaller enterprises. Moreover, vulnerabilities in the banking system—Iiquidity shortages and high
levels of non-performing loans—Ilimit banks’ willingness to extend new credit, resulting in rationing
of loans.

Financial conditions
improving, credit access
gradually becoming easier

Bankloans remain
e costly, bureaucraticand often
delayed

High collateral requirements
exclude many SMEs and
startups

policy interventions and
refinancing programs
supporting business financing

Structural weaknesses and
== limited alternatives hinder
smooth financing

Businesses diversifying
sources ,relying more on
non-bank options

Positive Developments
Persistent Barriers
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Overall, the findings indicate a dual reality. On one hand, bank loans remain essential for
businesses across Bangladesh, especially in Chattogram, Dhaka, Khulna, and Rajshahi, where
dependence is highest. On the other hand, access is not smooth, with nearly 41 % of respondents
experiencing considerable difficulty. In regions like Sylhet, where financial infrastructure is
weaker, challenges are more acute. This suggests that meaningful improvements in the business
environment require not only increased loan supply but also structural reforms to make financial
support more affordable, inclusive, and timely.

5.2.11 Environmental Regulations and Standards

In 2023-24, Environmental Regulations and Standards, added as the 11th pillar, had an overall
BBX score of 51.6, which slightly declined to 50.2 in 2024-25, a decrease of about 1.4 points.
This is not a significant deterioration; rather, however it does indicate that this pillar, critical going
forward in light of global regulatory requirements, need major policy/reform/sector level boost.

In recent years, businesses have faced rising challenges in meeting environmental standards.
What was once seen as a routine compliance requirement has now become a more demanding
process, largely due to heightened monitoring and accountability measures.

Compliance-related expenses have risen,
SMEs, in particular, face higher burdens in
Standards - Overall BBX Score operating effluent treatment plants (ETPs) or
sewage treatment plants (STPs), conducting
air and water quality testing, audits, and
managing hazardous waste. Challenges are
compounded by the limited geographical
availability of approved labouratories,
recycling chains, and license renewal
services. Outside Dhaka, these facilities
remain weak, increasing both time and cost
for businesses. Waste management remains
another  significant  challenge. = Most
businesses do not regularly separate dry and organic waste. Limited space, insufficient dedicated
staff or units, lack of awareness, and a tendency to avoid extra effort have weakened waste
management in the SME sector, negatively affecting the overall score.

Environmental Regulations and

2023-24 2024-25

The slight drop in score does not indicate a fall in
environmental standards; rather, it reflects lack of g sainable business practices are gradually
policy and other support that facilitate transition to higher
compliance. As the depth of compliance increases, costs
and complexity rise initially, creating a temporary
negative perception among businesses. This is a normal
part of the process.

becoming more important in Bangladesh
although adoption and challenges vary
across sectors and business sizes.

Future improvements will require sector-specific compliance roadmaps, green finance funds,
integrated digital portal, and stronger municipality-industry partnerships. High-performing
businesses could also be incentivized through faster license renewals or fee rebates.
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Regionally, Dhaka recorded the highest BBX score in 2023-24 (61.34) but experienced a
significant decline to 46.41 in 2024-25, indicating a sharp performance drop. In contrast,
Chattogram improved from 44.48 to 51.71, reflecting steady progress. Mymensingh, which had
the lowest score in 2023-24 (36.06), showed remarkable improvement, reaching 50.60 in 2024-
25. These shifts highlight a closing gap in performance across divisions, with some
underperforming regions making notable gains while previously leading areas, like
Dhaka, saw setbacks.

Regionally, Dhaka has made the most progress in waste reduction, at 61.9%, followed by
Sylhet at 46.9%. Rangpur has shown the least effort, at only 26.1%. That highlights regional
disparities in waste reduction, with awareness and effective initiatives not evenly implemented.
Businesses in Dhaka are relatively ahead due to stricter enforcement, higher market competition,
and apparel/textiles hubs in Gazipur and Narayanganj responding to pressure from participation
in international supply chains. In Sylhet, the development of tourism and some export-oriented
industries has fostered awareness about waste management.

In Rangpur, lower scores are linked to limited industrialization, low investment, and
infrastructural gaps in waste management. Many SMEs are still unable to implement waste
segregation or recycling processes. Costs, lack of training, and weak coordination by local
authorities exacerbate the issue. Addressing these disparities requires regional awareness
campaigns, technical support, and incentives, alongside stronger partnerships between local
governments and industry associations.

. . Sustainable business

Environmental Regulations and Standards-BBX Score practices are gradually

Bangladesh although

. adoption and challenges

Barishal vary across sectors and

Sylhet business sizes. Responses

to BBX  environmental

Khulna questions show that

Chattogram experiences in waste

reduction, water

Rangpur conservation, and energy

Mymensingh efficiency are diverse. About

45.8% of  respondents

Rajshahi reported that reducing waste
Dhaka is “moderately” difficult.

W 2023-24 m 2024-25

Sector-specific differences are notable. For instance, in Electronics and Light Engineering,
100% of respondents reported that waste reduction is easy, likely due to simpler production
processes, modern technology use, and material recyclability. Similarly, Pharmaceuticals and
Chemicals, Food and Beverage, Wholesale and Retail Trade, Leather and Tannery, and Financial
Intermediaries performed relatively well, indicating greater awareness and resource allocation for
waste management. Conversely, Construction, Agriculture and Forestry, and Textiles found these
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initiatives more challenging, primarily due to procedural constraints, complex raw material use,
limited technological advancement, and high costs of environmentally friendly practices. Medium-
sized enterprises reported greater difficulty, reflecting constraints in financial and technical
capacity.

Some positive trends were observed in water conservation efforts. Most respondents in
RMG, Food and Beverage, Transport, Storage and Communication, and Leather and Tannery
reported proactive measures. This is largely due to water-dependent production processes. In
RMG and tannery industries, water use is essential, creating pressure to implement water-saving
or recycling technologies. Similarly, in the food and beverage industry, water quality directly
affects product quality, encouraging more attention to water management.

Environmental Regulations and Standards-BBX Score by Sectors (Yearly
Comparison)

Food and Beverage

Financial intermediaries

Wholesale and retail trade

Leather & Tannery

Agriculture & Forestry

Real Estate, Renting and Business Activities
Construction

RMG

Transport, Storage & Communication
Textiles

Electronics & Light Engineering

Pharmaceuticals & Chemicals

W 2023-24 m2024-25

In energy efficiency, Dhaka-based businesses reported the most positive responses
(42.5%), reflecting higher electricity and fuel costs and greater technical and financial capacity of
large enterprises. Sector-wise, Transport, Storage and Communication, Food and Beverage, and
RMG industries invested the most, driven by the need to reduce production costs and meet
international demand for environmentally friendly production. Sustainable production has become
particularly crucial for RMG competitiveness in international markets.

Overall, Bangladesh’s business sectors are gradually moving toward sustainable
practices, though differences across sectors and business sizes remain pronounced.
Large, technology-driven enterprises adapt more easily, while SMEs continue to lag due to limited
resources, technical skills, and cost constraints. In the future, these gaps can be reduced through
the implementation of sustainable policies, financial support, and technology transfer.
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Businesses increasingly
mmadopting sustainable practices
and resource efficiency

Water conservation and
= energy efficiency initiatives
gaining traction

Sector-specific improvements
encouraged by technology

and international demand

Positive Developments

Compliance costs and
complexity remain high for
many businesses

Waste management practices
seweak requiring better systems
and training

SMEs face financial and
technical constraints
hindering sustainability

Persistent Barriers

5.3 Business Environment for Foreign Firms and Macroeconomic

Dynamics

5.3.1 Foreign Firms

Foreign firms in Bangladesh experienced a modest improvement in the overall business
environment this year, with the composite score rising to 57.66 from 53.55 in the previous

Foreign Firms-BBX Score by Pillar

Starting a Business 66.12
Availability of Regulatory... 65.42
Technology Adoption 63.5
Infrastructure 62.71
Dispute Resolution 60.73
Trade Facililitation 60.56

Labour Regulation 57.12

ul
N

Environment Regulations and...
Paying Taxes 45.33

Access to Finance 43.12
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year. This slight progress can be

attributed largely to the regime
change, which has increased
vigilance among officials and

reduced the frequency of informal
payments. Additionally, a renewed
sense of trust in the business
environment has provided foreign
investors with some confidence,
though systemic challenges remain.
Despite these improvements, the
overall score suggests that
Bangladesh’s operating environment
for foreign firms continues to face
deep structural constraints that limit
competitiveness and attractiveness
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for long-term investment. Looking across the pillars, areas such as Starting a Business (66.12)
and Availability of Regulatory Information (65.42) remain relatively favorable. Foreign firms
are often resource-rich, which eases entry barriers, while government efforts to attract FDI have
made regulatory information more accessible. Infrastructure (62.71) and Technology Adoption
(63.50) also reflect moderate improvement, linked to recent investments in connectivity, digital
trade platforms, and private sector-driven adoption of technology. However, scores for Labour
Regulation (57.12), Trade (60.56) and Dispute Resolution (60.73) reveal persistent
inefficiencies. While some progress is visible due to stricter monitoring of officials, bureaucratic
delays and limited institutional capacity continue to create friction for foreign investors.

Critical weaknesses persist in Paying Taxes (45.33) and Access to Finance (43.12), both of
which continue to undermine foreign firms’ ability to operate seamlessly. The tax system
remains overly complex and burdensome, with high compliance costs, frequent regulatory
changes, and lingering informal practices, even if reduced. Access to finance is less of a need for
capital-rich foreign firms but highlights the lack of tailored financial products and the broader
weakness of Bangladesh’s financial sector in supporting international business. The newly
measured Environment pillar (52.00) shows some improvement compared to last year’s 33.00,
reflecting stronger compliance and government push on
sustainability standards. However, weak enforcement,
poor waste management infrastructure, and inconsistent ;.. o finance is less of a need for
environmental regulations continue to challenge firms.  ,,ica1 rich foreign firms but highlights the
Overall, while the marginal improvement in scores |ack of tailored financial products and the
reflects reduced harassment and greater policy proader weakness of Bangladesh's financial
vigilance, the broader investment climate still requires  sector in supporting international business.
systemic reforms in taxation, dispute resolution, and

regulatory predictability to make Bangladesh a more

competitive destination for foreign investment.

Tax system remains complex,
costly, and unpredictable

Reduction in informal payments
due to stronger vigilance

Access to finance limited, with
weak tailored products for
international firms

Improved access to regulatory
information and entry processes

Bureaucratic delays and
e \nstitutional inefficiencies in trade
and dispute resolution

Better compliance with
environmental standards
compared to last year

Positive Developments
Persistent Barriers
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5.3.2 Macroeconomic Environment

The macroeconomic environment in 2024 and into 2025 has placed significant pressure on
businesses across Bangladesh, with rising input costs emerging as the most widespread

challenge. Nearly 78% of
respondents indicated that
higher costs of raw materials,
energy, and imported goods
have strained their operations,
with the impact most
pronounced in Rajshahi (92%)
and other industrial hubs such
as Dhaka, Mymensingh, and
Rangpur. Sector-specific
analysis shows that cost
pressures are particularly acute
in RMG, pharmaceuticals, and
wholesale trade, where more
than 80% of firms reported being
affected. Larger and medium-

Impact of Recent MacroEconomic Conditions on

Business Operations
M Increased input costs

B Delayed imports due to L/C
restrictions

Exchange rate volatility
impacting pricing/profitability

m Difficulty in accessing finance
due to higher interest rates

M Increased uncertainty in
planning/investment

B No significant impact

sized firms, which depend heavily on imported inputs and formal financing channels, have been
disproportionately hit, further compounding operational stress.

Uncertainty in business planning and investment decisions has also increased, with

Startegies Adopted by the Businesses in
Response to the Macroeconomic Challenges

M Cost-cutting/reduction in

workforce

strategies

customers

plans

B Securing alternative
financing options

B Shift to alternative
sourcing or local suppliers

M Currency hedging

M Price adjustments for

M Delayed/cancelled
investment or expansion

around 60% of firms citing difficulty in
making long-term commitments. This
reflects the broader volatility of the
economy, where firms struggle to
anticipate future demand, exchange rate
movements, or the trajectory of inflation.
The tightening of monetary policy to curb
inflation has led to higher interest rates,
and nearly 58% of respondents
highlighted difficulties in accessing
finance as a direct result. This financing
squeeze has been especially
burdensome for capital-intensive sectors
and firms seeking to expand operations,
leading to stalled or cancelled investment
plans.
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In response to these macroeconomic pressures, firms have adopted a range of coping strategies,

Macroeconomic Factors Currently Poses Risk to
Businesses

M Inflation

B Import restrictions /LC
related delays

M Exchange rate
depreciation

m High interest rates

H Policy uncertainty

though many of them are defensive
rather than growth-oriented. Cost-
cutting, including workforce
reduction, was the most common
strategy, reported by two-thirds of
respondents and nearly 87% in the
electronics and light engineering
sector. Others  shifted toward
alternative sourcing or local
suppliers to mitigate import-related
costs, with this approach most
prevalent in the food and beverage
sector (72%) and among larger firms.
Additionally, firms adjusted pricing

strategies, passing some costs onto consumers, and a notable share—patrticularly in RMG and
textiles—chose to delay or cancel expansion plans. Looking ahead, firms view inflation as the
single largest risk (36%), followed by high interest rates (21%). These findings underscore that
while businesses are adapting, persistent inflationary pressures and tight credit conditions remain
critical constraints on investment, growth, and competitiveness.

While macroeconomic pressures have been largely
driven by rising costs and tight financing conditions,
the political transition over the past year has had a
noticeable influence on the business environment.
The regime change has reduced informal payments and
curtailed entrenched rent-seeking attitudes among
officials, offering businesses some relief and a modest
improvement in trust. At the same time, the transition has
also brought policy uncertainty, with firms struggling to

While macroeconomic pressures have
been largely driven by rising costs and
tight financing conditions, the political
transition over the past year has had a
noticeable influence on the business
environment.

anticipate inflation management, exchange rate stability, and future regulatory direction. As a
result, while reduced political interference has created space for more transparent practices,

Adopting resilient coping
strategies (alternative sourcing,
local suppliers)

Greater policy focus on curbing
inflation and stabilizing markets

Shift toward efficiency-driven
operations (cost contral,
productivity focus)

Positive Developments
Persistent Barriers

Rising input costs (raw materials,
energy, imports) straining
operations

High interest rates and tight credit
squeezing business financing

Uncertainty undermining
investment and long-term
planning
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businesses remain cautious, facing an environment that is less burdened by harassment yet still
unpredictable for long-term planning and investment.

Implications of Index Scores- Dhaka vs. Chattogram as Growth Centers

Position of Dhaka
Pillar Area

Change | Best Performer

Starting a Business B Sylhet
Access to Land =t Sylhet
Availability of H_egulataw 3 Rajshahi
Information
Business Infrastructure * Mymensingh
Labour Regulation %+ Barishal
Dispute Resolution 2 Rajshahi
Trade Facilitation = Barishal
Paying Taxes 2 Sylhet
Technology Adoption + Sylhet
Access to Finance T Khulna
Envirenment Regulations and & Barishal

Standard
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Persistent Barriers Faced by Businesses Per Pillar Category (2024-25)
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5.4 Sectoral Performance

Sectoral performance highlights several advantages across key business pillars. The RMG
sector performs strongest in infrastructure, reflecting its ability to leverage existing
facilities for efficient production and export operations. Labour regulations are most
conducive in financial intermediaries, supporting smoother workforce management. The
transport, storage, and communication sectors show strong results in business entry and tax
compliance, signaling a favorable regulatory environment and efficient administrative processes.
Electronics and light engineering benefit from relatively smooth land acquisition and effective
dispute resolution, creating a supportive setting for new investment. The food and beverage
industry stands out for its clear regulatory information and compliance with environmental
standards, enabling market expansion. Similarly, the pharmaceuticals and chemicals sector excel
in trade facilitation and access to finance, demonstrating effective policy support for high-value,
export-oriented manufacturing. Together, these strengths indicate that targeted reforms and
infrastructure investments are beginning to deliver measurable improvements in the ease of doing
business across multiple growth sectors.

At the same time, structural bottlenecks remain, signaling areas for urgent policy attention.
The RMG sector, despite its dominance in export earnings, faces difficulties in business start-up
procedures, limiting the entry of new firms. Construction activities are slowed by land access
challenges, while the textile industry continues to struggle with limited availability of regulatory
information, delaying compliance and investment decisions. The leather and tannery sector is
particularly constrained, reporting challenges across multiple pillars, including labour regulations,
dispute resolution, and access to finance, collectively undermining its competitiveness.
Meanwhile, electronics and light engineering face infrastructure gaps and a relatively high tax
burden, and financial intermediaries report difficulties in dispute resolution and trade facilitation,
which can stifle sectoral development. Food and beverage face difficulty in technology adoption.
These weaknesses highlight the need for targeted reforms to streamline procedures, modernize
infrastructure, and strengthen regulatory coherence across underperforming sectors.
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Wholesale and Retail Trade

Labour Regulation

Starting a Business

Availability of Regulatory Information
Trade Facilitation

Infrastructure

Dispute Resolution

Technology Adoption

Paying Taxes

Access to Land

Environmental Regulations and Standards

Access to Finance

68.80
67.53
65.95
65.57
60.44
60.20

53.91
53.81
52.53

43.94

The wholesale and retail trade sector showed mixed dynamics. While incremental
improvements were visible in areas such as starting a business, access to land, and regulatory
information, businesses faced setbacks in infrastructure reliability, labour regulation, and the ease
of paying taxes. Technology adoption weakened compared to the previous year, but access to
finance recorded notable progress, and environmental compliance remained relatively stable.
Overall, the sector reflects cautious progress in some aspects but continued stress in some of the

pillars.

5.4.2 Transport, Storage and Communication

Transport, Storage and Communication

Starting a Business

Availability of Regulatory Information
Labour Regulation

Infrastructure

Trade Facililitation

Dispute Resolution

Technology Adoption

Access to Land

Paying Taxes

Environmental Regulations and Standards

Access to Finance

47.01
39.10

69.40
68.88

68.82
68.37
62.11

61.71
61.30
58.21

58.04

The transport and communication sector experienced modest gains in starting a business,
labour regulation, and taxation, but these were offset by declines in access to land, dispute
resolution efficiency, and trade facilitation performance. Technology adoption and infrastructure
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support weakened compared to the previous year, reflecting persistent bottlenecks in digital
readiness and logistics. Environmental performance, however, showed signs of improvement,
suggesting gradual responsiveness to sustainability requirements. The overall picture is one of
uneven performance, with progress in some compliance areas but erosion in trade and
operational competitiveness.

5.4.3 Construction

Constructions

Availability of Regulatory Information
Dispute Resolution
Labour Regulation
Infrastructure
Technology Adoption
Starting a Business
Paying Taxes
Trade Facililitation
Environmental Regulations and Standards
Access to Land
Access to Finance

The construction sector demonstrated stronger improvements in business entry and
dispute resolution, while also registering progress in regulatory information availability and
environmental performance. However, setbacks were evident in infrastructure reliability, labour
regulation, and trade facilitation, which continue to weigh heavily on cost structures and project
execution. Access to finance remained virtually stagnant, with ongoing constraints on credit and
collateral requirements. Despite advances in dispute resolution and transparency, the sector
remains constrained by structural inefficiencies in key operational enablers.

5.4.4 Electronics and Light Engineering

Electronics and Light Engineering

Dispute Resolution 74.25

Access to Land
69.21
68.50
65.63
64.75
51.63
46.61
41.90
37.13
37.13

Starting a Business

Labour Regulation

Technology Adoption

Availability of Regulatory Information
Infrastructure

Paying Taxes

Trade Facililitation

Access to Finance

~
|‘ o
w
<)

Environmental Regulations and Standards
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Last year, the electronics and light engineering sector reported relatively few
infrastructure-related challenges, achieving a high score of 83. However, this year the score
dropped sharply to 51, highlighting a significant deterioration in infrastructure conditions or rising
perception of constraints in this area. This decline is consistent with the severe energy crisis
Bangladesh has been facing, characterized by extended load shedding, gas shortages, and fuel
price hikes, which have disrupted production schedules and increased operational costs.

5.4.5 Leather and Tannery
Leather and Tannery
Technology Adoption 77.08
Infrastructure 71.17

68.27
67.00
65.11
63.67
57.75
56.74
52.25
50.60

Starting a Business

Labour Regulation

Availability of Regulatory Information
Trade Facililitation

Dispute Resolution

Access to Land

Environmental Regulations and Standards
Paying Taxes

Access to Finance 22.00

The survey findings indicate that the sector has experienced reduced challenges in
technology adoption, marking an improvement from the previous year when this pillar registered
the lowest scores, while challenges related to access to finance have become pronounced.
Limited access to affordable credit restricts firms’ ability to invest in capacity expansion, quality
upgrades, and compliance with international standards. Without targeted interventions to ease
financing constraints, the sector risks losing competitiveness in both domestic and export
markets. For the last ten years, the export of this sector has been stuck at only USD1 billion
instead of its estimated USD 5 billion potential.

5.4.6 Agriculture and Forestry

Agriculture and Forestry

72.09
68.44
68.00
66.53
65.72
64.75
60.58
60.26
55.79
51.90
42.17

Infrastructure

Labour Regulation

Starting a Business

Availability of Regulatorv Information
Dispute Resolution

Access to Land

Technology Adoption

Trade Facililitation

Paying Taxes

Environmental Regulations and Standards

Access to Finance
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Consistent with the result of the previous year, survey results this year demonstrated that
infrastructure remains as an area of strength, while access to finance consistently proves
to contain bigger hurdles for businesses especially for the small ones. This lack of access
to finance stems from the constraints that the lending institutions face in extending credit,
including high operational costs, insufficient information about borrowers, limited financial literacy
among clients, and risks stemming from unpredictable weather conditions. Addressing these
constraints requires developing tailored credit products, simplifying and streamlining lending
procedures, adopting digitized systems for credit assessment and disbursement, and enhancing
coordination between regulators and financial institutions to ensure wider and more efficient
access to finance.

5.4.7 Real Estate, Renting and Business Activities

Real Estate, Renting and Business Activities

Infrastructure 72.04

Labour Regulation 67.60

Availability of Regulatory Information 67.31
Starting a Business

Dispute Resolution

Technology Adoption

Paying Taxes 55.56

Environmental Regulations and Standards
Trade Facililitation

Access to Land

Access to Finance

The sector showed some progress compared to the previous year, particularly in
infrastructure, trade facilitation, paying taxes, and environment. These improvements
suggest better regulatory coordination and stronger institutional support. However, there were
moderate declines in starting a business, dispute resolution, availability of regulatory information,
and technology adoption, while access to finance remained weak, signaling persistent structural
challenges in mobilizing investment. Overall, financial bottlenecks continue to hold back their
potential.

Access to finance emerged as the most consistent bottleneck for the sector, with its score
rising from 25.93 to 37, suggesting that financing constraints have become even more
pressing. With the energy and gas shortage, businesses in this sector. struggle to fund backup
power solutions, absorb rising energy costs, or maintain liquidity amid declining output. While the
sector faced fewer challenges in dispute resolution this year, it reported greater difficulty
complying with environmental regulations and standards, as reflected in the drop in scores in that
category.
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5.4.8 Food and Beverage
Food and Beverage
Availability of Regulatory Information
Dispute Resolution
Infrastructure
Labour Regulation
Trade Facililitation
Starting a Business
Technology Adoption
Environmental Regulations and Standards
Access to Land
Paying Taxes
Access to Finance

Food and Beverage performed better across most pillars in 2024-25, registering gains in
starting a business, access to land, trade facilitation, and environmental practices. These
improvements reflect a sector that is increasingly adapting to the business environment.
Nonetheless, scores dipped in paying taxes, while access to finance remained one of the weakest
areas.

5.4.9 Pharmaceuticals and Chemicals

Pharmaceuticals and Chemicals

Labour Regulation 72.25

Technology Adoption 70.31
69.13

66.93
66.11
66.00
65.75
Paying Taxes 56.93

Access to Land 54.36
45.38

38.88

Infrastructure

Trade Facililitation

Starting a Business

Dispute Resolution

Availability of Regulatory Information

Access to Finance

Environmental Regulations and Standards

The pharmaceuticals and chemicals sector demonstrated strong improvements in 2024-
25, with higher scores in starting a business, availability of regulatory information, trade,
and technology adoption. These advances underscore growing competitiveness and efficiency
in the sector. Though access to finance situation is also better than previous year but still the
score is very low, highlighting a critical vulnerability for capital-intensive operations. Labour
regulation also slipped slightly, suggesting ongoing rigidity in workforce-related issues. Despite
these, the sector recorded some of the most consistent gains across the board, reinforcing its
position as one of the stronger-performing industries this year.
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5.4.10 Readymade Garments

RMG
Infrastructure
Dispute Resolution
Labour Regulation
Availability of Regulatory Information
Technology Adoption
Trade Facililitation
Paying Taxes
Starting a Business
Access to Land
Environmental Regulations and Standards
Access to Finance

Readymade Garments sector recorded notable progress across most pillars in 2024-25,
particularly in Access to Land, Business Infrastructure, Labour Regulation, Dispute Resolution,
Trade Facilitation, Paying Taxes, Technology Adoption, and Access to Finance. These
improvements reflect the sector’s growing ability to adapt to the business environment and remain
competitive. Yet, weaknesses persist in Starting a Business, Availability of Regulatory
Information, and Environment Regulations and Standard. Complex procedures, limited regulatory
information, and weak environmental standards pose long-term risks. Sustainable growth will
require targeted policy reforms and stronger institutional support.

5.4.11 Textiles

Paying Taxes 54.61
Access to Land 54.02

Environmental Regulations and Standards 46.84

Textiles
Infrastructure
Labour Regulation
Technology Adoption
Trade Facililitation
Availability of Regulatory Information
Dispute Resolution
Starting a Business
Y
L si00
4684
3160

Access to Finance 34.60

Textile sector has shown positive progress in several areas, with improvements in
Business Infrastructure, Labour Regulation, Dispute Resolution, Trade Facilitation, Paying
Taxes, Technology Adoption, and Access to Finance enhancing the sector’s ability to
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remain competitive. However, Access to Land, Starting a Business, Availability of Regulatory
Information, and Environment Regulations and Standard continue to pose significant constraints.
Complexities in land acquisition, obstacles in starting businesses, and limited access to policy-
related information are creating risks for the sector.

5.4.12 Financial Intermediaries

Financial intermediaries

Labour Regulation

Availability of Regulatory Information 71.50
Starting a Business

Technology Adoption

Infrastructure

Dispute Resolution

Paying Taxes
Environmental Regulations and Standards
Access to Land

Access to Finance

Trade Facililitation

The Financial Intermediaries sector has shown positive progress in several key areas,
particularly in Availability of Regulatory Information, Dispute Resolution, Trade Facilitation,
Technology Adoption, Environment Regulations and Standard, and Access to Finance,
enhancing the sector’s ability to remain competitive. However, declines have been observed in
Access to Land, Starting a Business, and Business Infrastructure, the situation in Labour
Regulation has worsened, and Paying Taxes remains a major challenge. Complexities in land
acquisition, obstacles in starting businesses, and limited access to policy-related information are
creating long-term risks for the sector. Addressing these limitations requires policy reforms and
strengthened institutional capacity. For sustainable growth, structural support and effective
management practices need to be implemented.
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5.5 Navigating the Key Constraints in Business Landscape

5.5.1 Regulatory Complexity in Starting a Business

The BBX findings reveal that starting a business in Bangladesh remains a challenging
journey, with cumbersome licensing procedures and regulatory inefficiencies posing
major obstacles, especially when it comes to specialized approvals. Obtaining general
business licenses and permits, such as trade license, joint stock companies and firms registration,
etc., remains a significant hurdle for many entrepreneurs, with 41.5% of respondents reporting
moderate difficulty and 26.8% facing substantial difficulty, while only 31.7% reporting ease of the
process. The challenge is substantial for obtaining specialized licenses such as fire and
environmental clearances from various government agencies and departments as reported by
majority of the respondents (43.9%), reflecting inefficiencies in regulatory coordination.

The start-up environment in Bangladesh is fraught with bureaucratic hurdles, widespread
informal payments, and difficult sectoral approvals, creating barriers that can discourage
entrepreneurship, stifle innovation, and deter investment. Informal payments for obtaining or
renewing business registration further complicate the business start-up process, underscoring
governance and transparency concerns. Similarly, sector-specific licenses, including
export/import and pharmaceutical permits, are viewed as difficult to obtain by the majority, with
42.7% citing moderate and 41.5% citing substantial difficulty. Taken together, these figures
illustrate that starting a business in Bangladesh continues to be encumbered by complex
procedures, rent-seeking practices, and particularly challenging specialized and sectoral approval
processes.

Difficulty in Obtaining Specialized Licenses [Fire,
Emvironment, etc.) from Government Agenchesto Start a
Mew Business In Bangladesh

Ditficulty in Dbtaining General Licenses/Permits [trade
licenseJoint Stock Companies and Firms registration) to Start a
Mew Business in Bangladesh

m Easy B Easy

® Moderate m Moderate

m Substantial
! Substantial

Difficulitiesto Deal with the gowernment agencies/department while procuring
land in Bangladesh

W Easy
m Moderate
® Substantial
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5.5.2 Procedural and Governance Challenges Hinder Access to Land

Despite minimal informal payment requirements to obtain land, accessing it in Bangladesh
remains a complex and time-consuming process due to entrenched bureaucratic
procedures and inefficiencies. Nearly half of the respondents (46.2%) reported facing
substantial difficulty and 40.4% reported moderate difficulty when dealing with government
agencies and departments during the procurement process. While fair access is evident, with
61.5% of respondents reporting no informal payments, the persistence of procedural hurdles,
coupled with limited institutional progress, no structural or regulatory changes in land-related
services over the past year reflects that the main barriers are administrative rather than issues of
rent-seeking practices. Collectively, these findings highlight that improving regulatory efficiency
and streamlining bureaucratic processes are critical to making land acquisition more accessible,
efficient, and conducive to business growth.

Frequency on Informal Payment to Obtain Land in Bangladesh Observed Structural or Regulatory Changes for Land Related Services

Yoo | Yes

HNo
m Ho

5.5.3 Access and Transparency Challenges in Availability of Regulatory
Information

The BBX findings indicate that basic access to information is relatively strong but the
unpredictability of regulatory changes, lack of timely updates, and limited institutional
reforms undermine regulatory transparency and predictability. Access to regulatory
information in Bangladesh is relatively high, with 85.3% of respondents reporting that they can
access online information about government rules and regulations affecting their business.
Despite this accessibility, regulatory stability remains a concern. Advance notice of such
regulatory changes from government agencies impacting businesses is limited, as 53.6% of
respondents reported receiving no advance information over the past 24 months, and only 6.8%
indicated that they often received such updates. Furthermore, efforts to improve the availability of
regulatory information appear minimal, with 81.9% of respondents observing no structural or
regulatory changes in this area, and just 18.1% reporting improvements. Together, these
challenges hinder business planning and compliance in Bangladesh.
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Online Accessabllity to Infarmation About All Rules and Regulations by the Frequency of Government Regulatory Changes Affecting Businesses In
Government that Impgact Businesses

Bangladesh [2024-2025])

EYes HNo

Mot at all
W Sometimes
m Often
Advance Information from Government Agencies on Regulalory Changes Observed Structural or Regulatory Changes to Improve Availability of
Affecting Businesses [Past 24 Months) Regulatory Information In Bangladesh [2024-2025)
W Mot at all
® sometimes e
Mo
m Often

5.5.4 Business Infrastructure Faces Operational and Infrastructure Constraints

Access to essential utility services such as electricity, water, and sewerage remains a
reveal a mixed result. While 42.5% of respondents reported finding utility services easy to
access, 47.0% experienced moderate difficulty and 10.6% faced substantial difficulty, highlighting
that service provision is uneven and often challenging for firms. Power reliability remains a
particular concern, with 74.2% of respondents experiencing occasional outages and 9.0% facing
frequent outages that affected their operations, while only 16.8% reported no disruptions,
underscoring operational vulnerabilities.

Informal payments for obtaining utility connections remain less prevalent among most of
the respondents. However, 19 % of the respondents often made informal payments to obtain
utility connection, with the average amount varying widely across regions from as low as BDT
5,300 in Sylhet to BDT 88,740 in Rajshahi. This indicates regional disparities in both access and
cost burdens. Structural or regulatory reforms to improve industrial and business infrastructure
appear limited, with 79.9% of respondents observing no changes and only 20.1% reporting
improvements. The results show that while basic utility access is generally available, frequent
outages, informal costs, and limited infrastructure reforms continue to pose challenges, affecting
business efficiency, operational continuity, and investment attractiveness in Bangladesh.
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Difflculty In Availability of Utilityg Services [Electricity, Water & Sewerage] for Frequency ol Power Outages Affecting Businesses in Bangladesh [2024-2025)
Businesses in Bangladesh (2024-2025)

= Mot at all
B Sormetimes

W Easy

¥ Moderale

m Substantial Often

Freguency of Informal Payments to Obtain Utility Conmections in Bangladesh Auering i Arrriunt of nfornial Papriants for iRty Conmection: b
(2024-2025) Bangladiesh

mymensingh I, -
sylhet [l 5300
o Mot at all Rangpur [ 15560
B Sametimes Barishal _ 25821

chattogram I 1750
Dhaka [ 25
khuina [ 12934

Observed Structural or Regulatory Changes to Imiprove Industrial and Business
Infrastructure in Bangladesh [2034-2025)

EYes BNo

5.5.5 Compliance and Capacity Challenges in Labour Regulation

Compliance with labour regulations in Bangladesh remains a moderate to substantial
challenge for most businesses. In the past 24 months, 56.5% of respondents reported
moderate difficulty and 16.8% reported substantial difficulty in adhering to labour regulations,
while only 26.7% found compliance easy. Similarly, compliance with labour filings and returns
poses consistent challenges, with 57.3% experiencing moderate difficulty, 17.7% substantial
difficulty, and just 24.9% reporting ease in meeting these obligations. These findings imply that a
majority of businesses struggle with meeting labour regulatory requirements, indicating that
current frameworks may be overly complex, time-consuming, or resource-intensive for effective
compliance.

Access to technology, training, and technical materials for employee upskilling also
remains limited, with 51.3% of respondents reporting moderate difficulty, 25.8% facing

Often Aajshahi I, <740
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substantial difficulty, and only 22.9% finding it easy to provide workforce development
opportunities. The perceived impact of reforms in labour regulations is minimal, as 91% of
respondents reported no noticeable benefits, while only 9% observed positive effects. Collectively,
these findings indicate that while regulatory compliance is manageable for a minority, maximum
businesses continue to face significant challenges in labour regulation and workforce
development, highlighting the need for more effective reforms and capacity-building measures to
support business operations.

Difficulty In Complying with Labor Regulations for Businesses in Bangladesh Difficulty in Complying with Labor Filings fReturms lor Businesses in Bangladesh
[2024-2025) [2024-2025)

m Easy Easy

= Moderate
B Moderate

m Substantial W Substantial

Dilficulty in Access to Technology, Training, and Technical Materials for Employes Percelved Benefits of Reforms (regulatory)/procedural etc.) in Labor Regulations
Upskilling in Businesses in Bangladesh (Past 24 Months) for Businesses in Bangladesh

m Easy
W Yes
H Maoderate
: m Mo
W Substantial

5.5.6 Efficiency in Legal System but Limited Regulatory Changes in Dispute
Resolution

The formal legal system in Bangladesh is perceived as largely effective by businesses,
with 75.8% of respondents reporting that it is useful for upholding property rights and enforcing
contracts, while 24.2% found it inefficient. Out-of-court commercial dispute resolution
mechanisms also receive a positive assessment, with 69.0% of respondents considering them
effective, indicating that alternative dispute resolution channels provide meaningful support for
business operations.

Despite these positive perceptions, structural and regulatory reforms in dispute resolution
appear extremely limited, as 95.5% of respondents reported observing no changes in the past
year, and only 4.5% noted any improvements. These findings suggest that while existing judicial
and alternative mechanisms are generally functional, there is minimal institutional progress to
further strengthen dispute resolution frameworks, pointing to opportunities for targeted reforms to
enhance efficiency, accessibility, and predictability for businesses.
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Effickency of the Formal Legal [Judiclal] 5ystem In Upholding Property Rights Effectiveness of Out-of-Court Commerclal Dispute Resolution Mechanlsms for
and Contracts in Bangladesh Businesses In Bangladesh

m'fes
H No

W Yes
m No

Dbserved Structural or Regulatory Changes in Dispute Resolution in
Bangladesh [2024-2025)

o Yes

u No

5.5.7 Customs Clearance Remains a Key Challenge in Trade Facilitation

Businesses in Bangladesh face significant challenges in obtaining customs clearance for
both exports and imports. For exports, most respondents (81%) experienced moderate to
substantial difficulty. Import procedures are even more demanding, with only 15.8% finding them
easy, reflecting the complexity and inefficiency of customs operations. Informal payments for
obtaining customs clearance remain prevalent, with 33.7% of respondents frequently making such
payments and 42.1% making them occasionally. These results indicate that procedural hurdles
and informal practices continue to hinder trade efficiency, increasing costs and delays for
businesses. Strengthening transparency, simplifying customs procedures, and reducing informal
payments could substantially improve trade facilitation and enhance the competitiveness of
Bangladeshi businesses.
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Engagement with Difficulty in Obtaining Customs Clearance for Export of Difficulty in Obtaining Customs Clearance for Import of Goods,Services in
Goods/Services in Bangladesh (2024-2025) Bangladesh [Past 24 Menths)

- Easy mEasy

m Moderate W Moderate

Substantial m Substantial

Frequency of Informal Payments for Obtaining Customs Clearance In
Bangladesh [2024-2025)

m Mot at all
Sometimes
m Often

5.5.8 Tax Compliance: Inefficiency, Informal Payments, and Limited Reform
Benefits

The process of obtaining VAT and income tax registration in Bangladesh varies across
regions, with average registration times ranging from 4.41 days in Sylhet to 12.80 days in
Mymensingh. Filing and paying VAT and income tax also show regional variation, with average
processing times between 2.84 days in Sylhet and 7.50 days in Barishal, suggesting that
procedural efficiency is uneven across the country. This regional disparities in VAT and income
tax registration and payment times indicate systemic inefficiencies in tax administration,
suggesting that procedural bottlenecks and uneven resource allocation may disproportionately
impact businesses depending on their location.

Informal payments continue to be a notable concern, with 57% of respondents reporting
occasional to frequent payments. Procedural and regulatory reforms in paying taxes generated
benefits for only 5.5% of respondents, implying that recent procedural and regulatory changes
have been largely ineffective in improving compliance efficiency, reducing administrative burdens,
or enhancing the overall business environment.
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5.5.9 Strong Internet Connectivity, Weak Digital Marketing, and Investment Barriers
in Technology Adoption

Access to internet connectivity for businesses is relatively strong, with 65.4% of
respondents reporting it as easy, 29.2% experiencing moderate difficulty, and only 5.4% facing
substantial difficulty. However, digital engagement through online marketing and sales remains
more challenging, with 53.5% of respondents reporting moderate difficulty, 12.7% substantial
difficulty, and just 33.8% finding it easy, indicating that while basic connectivity is available,
leveraging digital channels effectively is still a hurdle for many businesses.

Investment in new technology, equipment, software, or digital solutions has been limited
over the past 24 months, with only 26.9% of businesses making such investments, suggesting
constraints related to financial capacity, awareness, or strategic prioritization. These findings
imply that although foundational digital infrastructure exists, businesses face barriers in fully
utilizing digital tools for growth, and limited investment in technology adoption may hinder
competitiveness, productivity, and innovation in the longer term.

Awerage Days to Obtaln VAT/IT Registration in Bangladesh Average Days to Fileand Pay VAT and IT in Bangladesh
khuina (I ; - : knuina (TG : - :
Dhaka J10.45 phake I -
Chattogram 5.6z Chattogram . -
fashan R - - - gajshahi T 7 o5
Barishal _] 1.63 Barishal _-"-5'3‘
Rangpur _10.33 Rangpur | IE 51
synet T : 1 sylhet Jz24
Mymensingn (T > :0  ymensingh T « 0:
Frequency of Informal Payments to Comply with Tax Regulations in Business Benefits from Reforms In Paying Taxes (Regulatory/Procedural] in
Bangladesh [2024-2025) Bangladesh

m Mot at all
W Sometimes m¥es = HNo

® Often
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Difficulty in Availability of Internet Connectivity for Business In Bangladesh

(2024-2025) [2024-2025)
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W Easy M Easy
m Moderate | Moderate

) Substantial
W Substantial

Investment in New Technology, Equipment, Soltware or Digital Solutions for
Business Functions in Bangladesh [Past 24 Months)

mYes

. M

5.5.10 Access to Finance Challenging for Banks but Smooth for Non-Banking
Lending Institutions

Access to finance in Bangladesh presents a mixed picture for businesses. Obtaining bank
loans remains particularly challenging, with 40.9% of respondents reporting substantial difficulty,
25.9% moderate difficulty, and only 33.2% finding it easy. In contrast, access to finance from non-
banking lending institutions is relatively smoother, with 59.2% of respondents finding it easy,
24.3% moderate, and 16.4% substantial, indicating that alternative financing channels are more
accessible to businesses.

These findings imply that traditional banking channels may be constrained by stringent
eligibility criteria, documentation requirements, or limited outreach, which could restrict
business expansion and investment. Meanwhile, the greater ease of access to non-banking
institutions highlights the potential for alternative financing solutions to support business growth,
though reliance on such sources may come with higher costs or different risk profiles.
Strengthening formal banking accessibility and promoting diverse, transparent financial options
could enhance overall financial inclusion for businesses in Bangladesh.

Difficulty in Online Marketing/5elling of Products & Services in Bangladesh
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Difliculty in Accessing Bank Loans for Business in Bangladesh [2024-2025) Difficulty in Accessing Finance from Mon-Banking Lending Institutions for
Business in Bangladesh [2024-1025)

m Easy
m Easy
m Moderate
Moderate
Substantial
® Substantial

5.5.11 Modest Progress and Systematic Barriers Exist in Environmental
Regulations and Standards

Business engagement in environmental sustainability in Bangladesh remains modest, with
only 41% participating in waste reduction and 37% in water conservation efforts. Among those
reducing waste, nearly 63% faced moderate to substantial difficulty, highlighting operational and
technical challenges. Investment in energy-efficient operations is similarly low at 26.7%, and
structural or regulatory reforms to support environmental initiatives are minimal, with 92.1% of
respondents observing no changes. These findings suggest that while some businesses are
taking steps toward sustainability, systemic barriers, limited incentives, and weak regulatory
support continue to constrain widespread adoption, limiting the potential impact on long-term
environmental outcomes.

Engagement In Efforts to Reduce Waste in Bangladesh (2024-2025) Diffleulty In Reducing Waste In Bangladesh (If Engaged) (2024-2025)

Exty

W¥es Bho B Msderate
W Substantial
Engagement in Water Conservation Efforts in Bangladesh (2023-2025) Investment in Energy-Efficient Business Dperations in Bangladesh [2022-2025)
6.6%
HYes B No mYes mNo
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Chapter 6: Conclusion and Recommendations

Bangladesh has made significant progress in strengthening its economy and institutions
in the past year. Reforms in the banking and financial sectors enhanced stability, while robust
remittances and export growth eased external pressures. Inflation showed early signs of
moderation, and market-determined interest and exchange rates improved economic signals.
Infrastructure and trade developments, along with diversified international partnerships,
strengthened connectivity and investor confidence.

Bangladesh’s economy is poised to face several challenges with its upcoming graduation
from least developed country (LDC) status in 2026, compounded by its heavy dependence
on the RMG sector and the potential imposition of tariffs on goods exported to the United
States. While LDC graduation marks a significant achievement, it also entails the possible loss
of preferential market access, certain WTO trade exemptions, and concessional financing. This
transition is expected to affect exports significantly, as around 75% of Bangladesh’s shipments
currently benefit from duty-free and quota-free access due to its LDC status. The RMG sector,
which accounted for nearly 84% of total exports in 2023, is particularly vulnerable, with rising
tariffs in the European Union likely to reduce overall export volumes.

Enhancing the business climate is crucial for Bangladesh to sustain recent economic
gains and mitigate the challenges posed by LDC graduation, overreliance on the RMG
sector, and potential trade barriers in key markets. Improvements across key business
factors, such as simplifying procedures for starting a business, ensuring access to land,
increasing availability of regulatory information, strengthening infrastructure, enforcing labour
regulations, streamlining dispute resolution, facilitating trade, easing tax compliance, promoting
technology adoption, expanding access to finance, and enforcing environmental standards, can
collectively bolster competitiveness, productivity, and investment. Strengthening these areas will
enable firms to better withstand external shocks, diversify their operations beyond RMG
dependence, maintain export performance under changing trade regimes, attract domestic and
foreign investment, and enhance resilience in energy-constrained and resource-limited settings.
In essence, a supportive and predictable business environment is fundamental to sustaining
economic growth, inducing industrial expansion, attracting FDI and preparing Bangladesh for the
post-LDC landscape.

Addressing these challenges requires a deep understanding of the business environment
across sectors, yet Bangladesh currently lacks sufficient structured data to guide policy
effectively. In this context, the Bangladesh Business Climate Index (BBX) emerges as a critical
tool, offering detailed insights into the obstacles faced by the private sector and enabling
policymakers to design targeted reforms that enhance competitiveness, attract investment, and
support sustainable economic growth in the post-LDC era. By systematically assessing factors
such as ease of starting a business, access to land, availability of regulatory information, the BBX
provides a comprehensive picture of were businesses face constraints.

This evidence-based approach allows reforms to be prioritized according to sector-
specific needs, addressing bottlenecks that hinder productivity, reduce investment
confidence, or limit export potential. Moreover, the BBX helps track progress over time, offering
policymakers the ability to evaluate the effectiveness of interventions, strengthen institutional
coordination, and promote a business environment that is resilient, transparent, and conducive to
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long-term economic growth. In the context of Bangladesh’s LDC graduation and evolving global
trade dynamics, leveraging such structured insights is essential to ensure that the private sector
remains competitive, diversified, and capable of driving inclusive development.

6.1 Overarching Recommendations
A. Regulatory and Infrastructure Improvements

1. Strengthening Logistics Infrastructure and Connectivity

Given Bangladesh’s current challenges, including high transport costs, poor connectivity,
and limited diversification in agriculture and exports, improving the logistics ecosystem
is critical. Efficient logistics can reduce operational bottlenecks, lower production and transport
costs, and enable greater export diversification beyond the RMG sector. For example, better
connectivity would allow farmers and firms to invest in high-value agriculture and other sectors,
mitigating the overreliance on RMG, while improving resource allocation across regions and
industries. By addressing these structural inefficiencies, enhanced logistics can support
productivity-driven growth and improve total factor productivity.

2. Develop Integrated Economic Corridors

To overcome fragmented infrastructure and weak supply chain coordination, Bangladesh
should promote economic corridor development (ECD) to aid both domestic and
international trade. Combining physical infrastructure (roads, railways, ports) with regulatory and
digital systems can reduce transit times, logistics costs, and uncertainties in trade operations.
Well-coordinated corridors can strengthen regional integration, attract investment, and enhance
export competitiveness. By addressing these logistics and connectivity challenges, ECD can
transform Bangladesh’s fragmented transport system into a cohesive network that supports
industrial diversification, efficient resource use, and global market access.

3. Strengthening Logistics Infrastructure and Services

Enhancing Bangladesh’s logistics infrastructure and services is essential to support
efficient trade and export growth. Key initiatives include establishing multimodal air logistics
hubs at major airports, developing temperature-controlled and cold chain facilities at ports, and
creating off-dock and SME-focused bonded facilities. Operational improvements such as reducing
air freight charges, allowing ICDs to handle Less Container Load shipments, expanding
importable product categories at ICDs, implementing electronic tracking for bonded goods, and
speeding up IGM amendments will streamline cargo movement and reduce delays. Encouraging
private sector participation and foreign investment through Public-Private Partnerships, full
foreign ownership in depots and warehousing, and higher foreign shareholding will enhance
capacity and efficiency. Investing in skilled logistics manpower will further strengthen the sector,
supporting broader export diversification and improved competitiveness.

B. LDC Graduation

4. Ensure a Controlled and Strategic Transition for LDC Graduation

Bangladesh should prioritize a carefully managed transition to LDC graduation to
safeguard economic stability and competitiveness. This requires full commitment to
implementing the Smooth Transition Strategy (STS), engaging proactively with key trade partners
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like the EU to secure favourable post-LDC terms, and pursuing trade policy reforms that support
export diversification. Strengthening trade negotiation capacity and strategically pursuing free
trade agreements, while maintaining duty-free access with markets such as China, will be critical
to protecting exports. The government must also focus on attracting foreign direct investment to
develop backward linkages and enhance competitiveness across sectors, ensuring that
graduation leads to productivity-driven growth rather than abrupt shocks to the economy.

5. Increase Private Sector’s Readiness and Institutional Support

To prepare the private sector for post-LDC realities, Bangladesh must address critical
infrastructure, financial, and regulatory constraints. Ensuring macroeconomic stability,
improving energy supply, modernizing port operations, and streamlining trade facilitation,
including the expansion of the Export Development Fund, are essential to reduce operational
costs and enhance efficiency. Additionally, continued reforms at institutions such as the National
Board of Revenue and the implementation of one-stop service centres and digital trade licences
will help improve regulatory compliance and ease of doing business. Close collabouration
between government and private sector stakeholders, along with targeted dialogues on tax, credit,
and energy policies, will allow industries, particularly SMEs, to adjust, strengthen
competitiveness, and manage the impacts of tariff impositions and the gradual withdrawal of trade
preferences.

6. Promoting Export Diversification to Strengthen Economic Resilience

Promoting export diversification is critical to maintain competitiveness and reduce
vulnerability to trade shocks. Key measures include providing complete online issuance of
bonded warehouse licenses to simplify export procedures, removing barriers to the growth of
high-potential sectors, and introducing duty-free clearance for low-value shipments by SMEs and
export units. These reforms will facilitate broader participation in international markets, enable the
private sector to explore new high-value products, and reduce dependence on a narrow set of
exports, helping Bangladesh sustain growth in a post-LDC environment.

6.2 Pillar-specific Recommendations

6.2.1 Starting a Business

Expansion and Full Integration of the One Stop Service (0OSS): While the OSS platform has
grown to cover 133 services across 35 agencies, it still does not fully eliminate the need for
multiple visits and repeated submissions. Bangladesh should move toward a comprehensive and
interoperable OSS that integrates all relevant approvals such as trade licenses, VAT, and sector-
specific clearances into a single streamlined process. Ensuring real-time data sharing among
agencies would significantly reduce duplication, save time, and lower costs for entrepreneurs.
Bangladesh should expand OSS coverage to include all regulatory agencies, enforce strict
adherence to Service Level Agreements (SLAs), and mandate interoperability of digital records
across institutions. This will create a truly seamless, end-to-end platform that eliminates
duplication, minimizes costs, and strengthens investor confidence.

Standardization of Costs and Procedures Across Divisions: Persistent regional disparities in
trade license and incorporation costs highlight the need for harmonized fee structures and
standardized processes. Introducing uniform guidelines and digital payment systems nationwide
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would reduce cost variations, enhance predictability, and ensure equitable access to business
registration regardless of location.

Strengthening Legal and Regulatory Framework through the Companies Act: Although
amendments to the Companies Act have addressed some bottlenecks, gaps in enforcement and
corporate governance remain. Further reforms should focus on simplifying dispute resolution
mechanisms, protecting minority shareholders, and ensuring faster implementation of digital
records to improve investor confidence and the ease of formalization.

Curbing Informal Payments through Digitalization and Monitoring: With nearly half of
respondents reporting exposure to informal payments, expanding end-to-end digital processing
for registrations, renewals, and tax compliance is essential. Introducing a digital grievance redress
system and independent monitoring of service delivery can help minimize unofficial costs,
improving transparency and accountability.

Sector-Specific Simplification of Licensing and Compliance: Sectors such as Construction
and Pharmaceuticals face disproportionate hurdles due to complex renewals and regulatory
burdens. Streamlined, risk-based licensing tailored to sectoral needs especially for highly
regulated industries can ease compliance without compromising oversight, enabling faster
business growth.

Consistent Implementation of Digital Reforms: The rollback from digital to manual processes
has increased friction for many businesses. To prevent backsliding, the government should
mandate consistent digital workflows across agencies, backed by capacity-building for officials
and strict monitoring of implementation. Sustained digitalization will reduce delays, enhance
service quality, and foster investor trust.

6.2.2 Access to Land

Full Digitization and Integration of Land Records: \While some online systems exist, manual
inefficiencies and delays persist. Bangladesh should accelerate the phased computerization of all
land records, property titles, and historical archives, ensuring interoperability across Land Offices,
Sub-Registry Offices (SROs), and other regulatory agencies. Real-time digital access, automated
updates, and integration with other government systems will reduce transaction delays, prevent
duplicate submissions, and minimize the need for informal payments.

Enhanced Transparency in Procedures and Fees: Clear, publicly available information on
registration procedures, expected timelines, fees, and required documentation is critical.
Standardizing property transfer costs, including stamp duties and local taxes, will reduce regional
disparities and prevent arbitrary charges, fostering investor confidence. Publishing detailed
statistics on property transactions and land disputes at both administrative and judicial levels will
further promote accountability.

Streamlined Registration Processes and Service Level Agreements (SLAs): Registration-
related challenges remain the top bottleneck. Enforcing SLAs for processing applications,
mutations, and title transfers can ensure timely service delivery. Simplifying approval steps,
reducing redundant documentation, and introducing risk-based prioritization for high-volume or
low-risk transactions will help sectors like Construction and RMG access land more efficiently.
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Targeted Sectoral Support: Infrastructure-heavy sectors and high-value transactions face
disproportionate hurdles. Introducing specialized service desks or fast-track channels for these
industries, combined with advisory support on regulatory compliance, can reduce delays and
lower transaction costs, particularly for land-intensive businesses.

Curbing Informal Payments and Improving Governance: With 65.1% of businesses reporting
informal payments, stricter anti-corruption measures are essential. Strengthening oversight,
auditing, and grievance mechanisms, along with transparent online payment systems for fees and
taxes, will limit discretionary practices and foster trust in the land administration system.

Public Awareness and Capacity Building: Investors often struggle with unclear procedures and
disputes among land heirs. Conducting regular workshops, publishing step-by-step guides, and
offering helplines or digital advisory platforms will educate businesses and reduce procedural
errors, ultimately lowering delays and costs.

6.2.3 Availability of Regulatory Information

Enhance Access to Regulatory Information: Clear, accessible, and user-friendly regulatory
information is the foundation of compliance. While many respondents acknowledge awareness of
rules, inconsistencies in presentation and gaps in guidance continue to raise barriers for
businesses, especially new entrants. Developing a consolidated online portal with comprehensive
details, covering procedures, fees, required documents, and sector-specific guidelines, would
improve transparency and lower compliance costs. This must go beyond digitizing forms by
ensuring plain-language explanations and regularly updated instructions. Greater clarity will
reduce procedural delays caused by incomplete submissions and strengthen predictability for
both domestic and foreign investors.

Centralize and Streamline Regulatory Processes: The fragmentation of authority across
multiple ministries and agencies leads to overlaps, delays, and bureaucratic burdens. Establishing
a unified regulatory hub with a one-stop center for licenses, renewals, and compliance support
would help address this inefficiency. Such a hub can serve as a single point of contact, reducing
the time and administrative costs businesses face when navigating multiple institutions.
Centralization would also improve accountability, as duplication of regulations and discretionary
practices would be easier to identify and eliminate. To manage risks of rigidity, the system should
retain sector-specific windows operated by specialized experts. This balance between integration
and tailored oversight can ensure the system remains both efficient and responsive to diverse
industry needs.

Improve Efficiency of Digital Services: Despite progress in digitization, many processes in
practice still rely on in-person interactions, undermining the promise of e-governance. Businesses
frequently report that online submissions are followed by manual verifications, often involving
unofficial payments. To resolve this, Bangladesh requires a deeper shift towards fully automated,
real-time digital services. Areengineered digital platform should cover the full spectrum of services
(applications, status tracking, payments, and communication) to reduce physical contact with
officials and the scope for rent-seeking. Phased implementation, starting with high-volume
services such as trade license renewals and import-export registrations, can demonstrate
efficiency gains early. Stronger digital infrastructure combined with awareness campaigns will also
ensure broader uptake, especially among smaller enterprises.
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6.2.4 Business Infrastructure

Secure and Diversify Power Supply: Frequent electricity disruptions and high unit costs
undermine productivity across several sectors. Addressing this requires investing in resilient
power infrastructure, expanding grid reliability, and incentivizing renewable and alternative energy
sources to reduce overdependence on conventional supply. Periodic policy reviews should be
institutionalized to ensure infrastructure regulations remain relevant, efficient, and adaptive to
emerging technologies. A consistent power supply will not only stabilize industrial production but
also lower operational costs for firms, particularly in high-energy industries like pharmaceuticals,
chemicals, and light engineering.

Strengthen Institutional Capacities through PPPs: Given fiscal constraints, public resources
alone cannot meet the scale of investment required. Expanding Public-Private Partnerships
(PPPs) can bridge this gap. Strengthening the PPP Authority and related ministries with deeper
structuring expertise, clear risk-sharing frameworks, and transparent G2G agreements will
enhance confidence among investors. Well-designed PPPs in utilities, transport, and industrial
infrastructure can accelerate project execution, reduce informality, and provide businesses with
more reliable services. This approach ensures that private sector efficiency complements public
oversight in addressing infrastructure bottlenecks.

Expand Financing Options for Infrastructure: The financing gap for infrastructure can be
narrowed by leveraging both international and domestic capital markets. Sovereign bond
issuance in global markets, potentially backed by state-owned enterprises, can establish
benchmarks for sovereign risk pricing while creating avenues for domestic firms to access
offshore financing. Simultaneously, developing local capital markets by promoting private bonds
and offshore local-currency instruments will diversify funding sources and reduce currency-related
risks. This dual approach ensures long-term sustainability by balancing external borrowing with
domestic financial market deepening.

Enhance Efficiency in the Power Sector: Beyond investment, reforms in the power sector
should aim for structural dynamism. Encouraging private sector participation in transmission,
promoting pilot PPPs in grid projects, and enabling cross-border electricity trade with neighboring
countries can help stabilize supply while lowering costs. Introducing cost-reflective tariffs and
gradually corporatizing public utilities will create efficiency incentives while maintaining service
accountability. These reforms will directly address the sector-specific constraints reported by
industries facing frequent outages and high operational costs.

Accelerate and Optimize Economic Zones: \Weaknesses in transport and logistics, as well as
land constraints, highlight the need to scale up planned Economic Zones. Accelerating the
development of multi-tenant zones, integrating secondary cities with strong infrastructure links,
and building self-contained industrial hubs like BSMSN will allow businesses to operate in
environments with reliable utilities, reduced informal payments, and efficient logistics.
Coordinating agencies, conducting feasibility studies for zone locations, and fostering private
participation in industrial zone development will ensure that zones are not just real estate projects
but strategic engines of industrial competitiveness and export diversification.
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6.2.5 Labour Regulation

Preparing Bangladesh’s Workforce for Emerging Global Skill Demands: Bangladesh’s
migration has long been dominated by low-skilled workers, but global labour markets are
increasingly prioritizing roles with strong technological capabilities. To remain competitive,
Bangladesh needs to recalibrate its workforce development approach. A comprehensive study of
global labour demand should inform the design of training curricula aligned with international
standards, emphasizing high-growth areas such as Al, big data, networks and cybersecurity, and
environmental stewardship. Introducing sector-specific certification programs will give workers
portable credentials valued abroad, while partnerships between training institutes and
international employers can ensure direct relevance of acquired skills. This transition will not only
strengthen Bangladesh’s reputation in competitive overseas markets but also raise remittance
inflows and reduce the country’s reliance on low-wage migration.

Strengthening Green Skills Development for a Future-Ready Workforce: Bangladesh should
prioritize integrating green skills into Technical and Vocational Education and Training (TVET)
programs to prepare its workforce for the fast-growing green economy. Specialized curricula in
renewable energy, energy-efficient construction, and sustainable agriculture can equip students
with practical expertise in areas such as solar and wind system installation, passive solar design,
advanced insulation, energy-efficient HVAC systems, soil health management, and water-
conserving hydroponic and aquaponic techniques.

To ensure market relevance, training must be developed through structured collabouration among
TVET institutions, industry, and government. Industry partners, especially renewable energy
firms, can help design hands-on modules that reflect real-world applications, while government
agencies can provide the regulatory framework, funding, and resources needed for program
development. Creating apprenticeship schemes and internships within green industries will
further enable learners to gain practical, work-based experience. Lessons from Malaysia’s Green
Technology Master Plan highlight how multi-stakeholder partnerships can accelerate workforce
readiness for green transitions.

Expanding Industry-Integrated Training Models: Bangladesh should strengthen industry-
based internships within TVET to better align education with labour market needs. Global
examples, such as Siemens’ dual education system in manufacturing, precision agriculture
internships, and Malaysia’s National Dual Training System, show how structured partnerships
between companies and educational institutions improve employability. By embedding practical,
hands-on training into curricula, supported by industry collabouration in sectors like advanced
manufacturing, ICT, healthcare, and agriculture, students gain market-relevant skills while
employers benefit from a more job-ready workforce. Building such models in Bangladesh would
enhance technical capacity, build stronger industry—education linkages, and accelerate economic
competitiveness.

6.2.6 Dispute Resolution

Strengthen Alternative Dispute Resolution (ADR) Mechanisms: Expanding the use of
arbitration, mediation, and settlement forums can help reduce the overwhelming burden on formal
courts. Making ADR mechanisms more affordable and accessible for SMEs will be critical.
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Establishing standardized ADR centers in major business hubs and ensuring trained mediators
are available would make dispute resolution faster, cheaper, and more efficient.

Enhance Judicial Capacity and Case Management: The acute shortage of judges remains a
core bottleneck, leading to massive backlogs. Increasing judicial appointments in proportion to
caseloads is essential, but equally important is adopting structured case management systems.
Introducing stricter limits on adjournments, clear timelines for key stages of proceedings, and
assigning judicial clerks to assist judges can improve efficiency and predictability in commercial
case resolution.

Promote Digitalization and Court Automation: Limited and unplanned use of technology
remains a barrier to efficiency. Expanding digital platforms for filing cases, tracking progress, and
accessing judgments can reduce delays and costs. A more robust electronic case management
system, coupled with virtual hearings where possible, would improve transparency and
accessibility for businesses across regions, especially in municipalities outside Dhaka.

Establish Specialized Commercial Benches: Creating dedicated commercial benches at both
the High Court and lower court levels, staffed with judges trained in commercial and financial
matters, can significantly enhance the speed and consistency of dispute resolution. Specialized
courts not only reduce congestion in general courts but also provide businesses with greater
confidence that disputes will be handled by experts familiar with commercial complexities.

Improve Coordination and Oversight in Lower Courts: Strengthening coordination and
accountability across lower courts is essential to reduce delays and enhance the quality of judicial
outcomes. Establishing monitoring mechanisms, supported by regular performance reviews and
capacity-building programs for judges and court staff, would improve compliance, streamline case
handling, and increase trust in the dispute resolution process.

6.2.7 Trade Facilitation

Streamline Customs Processes and Reduce Informal Payments: Customs clearance remains
one of the biggest bottlenecks, with delays, inconsistent valuation practices, and widespread
informal payments undermining transparency. Introducing strict oversight on valuation
procedures, digitizing all customs interactions, and deploying independent monitoring units can
reduce discretionary practices. Building accountability through regular audits and grievance
redress mechanisms will help curb rent-seeking behavior.

Fully Operationalize the Bangladesh Single Window (BSW): While BSW has been launched,
incomplete adoption across agencies limits its effectiveness. A priority should be to integrate all
trade-related agencies and ensure paperless clearance for both exports and imports. Full
automation will cut clearance times, reduce redundancy, and minimize discretionary delays.
Ensuring interoperability with the Authorized Economic Operator (AEO) program can further
accelerate clearance for compliant businesses.

Enhance Regional and Sector-Specific Efficiency: The wide disparity in trade facilitation
performance across divisions, such as Barishal’'s rapid improvement versus Rangpur’s decline,
highlights uneven implementation. Region-specific trade facilitation task forces should be
established to address localized bottlenecks, particularly in customs, port handling, and
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labouratory services. Additionally, targeted reforms for high-cost sectors like textiles and leather
can improve competitiveness by reducing clearance-related expenses.

Modernize Port and Logistics Infrastructure: Structural issues such as excessive port
detention fees, outdated infrastructure, and poor inland connectivity significantly raise costs.
Accelerating capacity expansion projects, including the Bay Container Terminal and Patenga
Terminal, improving inland waterway usage through dredging, and developing multimodal
transport links (rail, road, river) between Dhaka and Chattogram can enhance trade efficiency.
Modern labouratory facilities at ports should also be established to reduce testing delays.

Expand Access and Awareness of Trade Facilitation Tools: Large firms benefit from AEO
certification and OSS services, but smaller firms are often left behind due to lack of awareness or
access. Expanding outreach and training for SMEs on how to use AEO, OSS, and digital platforms
is essential. Simplifying eligibility criteria and reducing compliance burdens for smaller traders will
make trade facilitation reforms more inclusive and impactful.

Strengthen Coordination Among Agencies: Fragmented institutional responsibilities continue
to hinder smooth trade facilitation. Strengthening coordination between the National Board of
Revenue (NBR), Chittagong Port Authority (CPA), and other relevant agencies through joint task
forces can help resolve operational bottlenecks more effectively. Clear accountability frameworks
and periodic joint performance reviews will ensure consistent progress across regions and
agencies.

Strengthen Preparedness for LDC Graduation: Businesses should proactively assess and
adapt their strategies to mitigate post-LDC challenges, particularly in export-oriented sectors.
Policymakers and trade bodies can support firms by providing guidance on market diversification,
enhancing competitiveness, and navigating potential tariff and regulatory changes, ensuring a
smoother transition and sustained growth after graduation.

6.2.8 Paying Taxes

Streamline Registration and Filing: Businesses face delays and high costs in obtaining VAT
and income tax registrations, often taking over a week, with larger firms particularly burdened.
Standardizing requirements across divisions, eliminating redundant steps, and moving to a single-
window registration system would reduce time and expense. Integration with digitized tax and
customs systems, along with automated verification and harmonized procedures, would enhance
predictability and efficiency, particularly benefiting SMEs, while ensuring consistency across
regions.

Optimize Digital Platforms: Despite online filing and payment systems, technical glitches, poor
integration, and limited support continue to hinder compliance. Upgrading platforms to ensure full
integration between VAT, income tax, and customs, automating input tax credit and rebate
processing (including Mushak-4.3 and Mushak-6.1), and providing dedicated helpdesks would
reduce errors and compliance costs. A more reliable and interconnected digital infrastructure
would simplify processes, facilitate transparency, and encourage wider adoption of electronic tax
services.

Enhance Policy Stability: Frequent, unannounced changes to tax rules and arbitrary decisions
undermine business confidence. Introducing a transparent framework for announcing changes,
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developing a yearly tax roadmap with stakeholder consultations, and consistently respecting
Double Taxation Avoidance Agreements (DTAs) would improve predictability. Clear guidance on
tariff determination, classification, and cross-border taxation would further strengthen investor
confidence and align Bangladesh’s tax system with global best practices.

Address Informal Payments: Informal or “speed money” payments remain a widespread issue,
particularly affecting medium and large firms. Expanding digital fiing and payment systems,
increasing oversight of tax officials, and implementing anonymous grievance mechanisms would
reduce opportunities for rent-seeking. Streamlining tax and customs procedures, including
through the Bangladesh Single Window (BSW), would enhance transparency, restore trust in the
system, and create a fairer business environment.

Lower the Effective Tax Burden: Despite reductions in statutory corporate rates, businesses
face high effective taxation due to multiple levies, minimum taxes, and restrictive expense rules.
Measures such as eliminating double taxation on employment benefits, rationalizing promotional
and royalty/technical service expenses, lowering withholding tax rates, removing minimum tax
provisions, and implementing a single VAT rate with simplified input credit would align tax
obligations with actual business profitability, enhance competitiveness, and incentivize
reinvestment.

Build Administrative Capacity: Capacity gaps and inefficiencies in the tax administration
contribute to delays, inconsistent decisions, and discretionary enforcement. Strengthening
institutional capacity through regular training on DTAs, automated systems, and international best
practices, standardizing operating procedures, adopting modern case management tools, and
improving coordination across VAT, income tax, and customs wings would enhance service
delivery, accountability, and compliance, ultimately creating a more predictable and business-
friendly tax environment.

6.2.9 Technology Adoption

Expand and Improve Digital Infrastructure: Despite notable progress in technology adoption,
SMEs in Bangladesh continue to face significant barriers due to limited network coverage, high
internet costs, and unreliable electricity in rural and semi-urban areas. To overcome these
challenges, the country should prioritize expanding high-speed internet to underserved regions,
ensuring stable power supply, encouraging telecom providers to offer affordable, high-quality data
packages, and upgrading mobile networks to support seamless digital transactions. Such
measures would help bridge the urban—rural divide, enabling businesses across the country to
leverage digital tools, participate in online markets, and foster inclusive economic growth.

Strengthen Skills and Capacity Building: Technology adoption in Bangladesh is constrained
by persistent gaps in workforce skills and technical expertise, particularly among SMEs and non-
urban businesses. Many enterprises struggle to use digital tools, e-commerce platforms, and
cloud-based solutions due to limited training. To overcome this, Bangladesh should launch
nationwide digital literacy and technical skills programs in areas such as e-commerce, data
analytics, cloud platforms, and digital financial tools. Partnerships with universities, vocational
institutes, and private organizations can make these initiatives practical and business-oriented,
while targeted upskilling for SMEs would help owners and employees manage digital platforms
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and online operations more effectively. Such measures would enable broader and more effective
technology adoption across regions.

Support SMEs and Promote Regional Inclusion: Regional disparities in technology adoption
remain stark, as businesses in Rangpur, Mymensingh, and Rajshahi continue to lag behind urban
centers like Dhaka and Chittagong. SMEs in these regions face difficulties in leveraging online
platforms and digital tools, which limit their competitiveness. To address this, Bangladesh should
provide financial incentives, low-interest loans, or grants to support digital adoption among SMEs.
Establishing regional digital hubs or shared service centers can offer affordable access to
technology, expert guidance, and training, while promoting mobile-friendly e-commerce platforms
will make online operations more accessible for smaller enterprises. These measures would help
bridge regional gaps and foster more inclusive growth in digital adoption nationwide.

Promote E-Commerce and Sector-Specific Growth: Although technology adoption in
Bangladesh has advanced, many businesses outside urban centers still lag in e-commerce and
online sales due to limited investment in professional websites, digital marketing, and payment
systems. To close this gap, firms should be encouraged to strengthen their digital presence
through well-designed websites, targeted marketing, and online payment gateways that enhance
visibility and sales. Sector-specific support programs can further help dynamic industries such as
Leather and Technology and Pharmaceuticals and Chemicals replicate their success across other
sectors. Sharing best practices from these leading industries will inspire innovation, improve
efficiency, and enable businesses nationwide to use digital tools more effectively, fostering
sectoral growth and competitiveness.

Enhance Policy Support and Public-Private Collabouration: Although Bangladesh has made
significant progress in technology adoption, growth has been uneven due to slow policy reforms
and limited collabouration between public and private stakeholders. The pace of digital
infrastructure expansion and regulatory support has not kept up with business needs, creating
obstacles for SMEs and enterprises outside major urban centers. To close this gap, the
government should accelerate policy reforms that encourage digital investment and foster a more
business-friendly environment. Stronger partnerships between the government, industry
associations, and technology providers can help design scalable, user-friendly solutions tailored
to business needs. In addition, introducing transparent, annual monitoring of technology adoption
with clear metrics would guide future investments and reforms, ensuring that support is effectively
targeted and that digital capabilities grow sustainably across the country.

6.2.10 Access to Finance

Strengthen Policy Support for SMEs: Access to finance in Bangladesh has shown signs of
recovery in 2024-25, yet structural gaps in the financial system continue to constrain businesses.
High collateral requirements, lengthy approval processes, and inconsistent lending practices—
particularly in regions with weaker financial infrastructure such as Sylhet—Iimit firms’ ability to
secure credit. Addressing these challenges requires policy reforms that expand access to bank
loans and financial services through government-backed guarantees or subsidized loan schemes,
while also standardizing lending procedures and reducing bureaucratic delays. At the same time,
strengthening regional financial infrastructure will support more balanced growth. Together, these
measures can create a more inclusive and efficient financial environment, enabling businesses
across the country to invest, expand, and operate with greater confidence.
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Improve Foreign Currency Management: Despite improvements in access to finance in 2024—
25, foreign currency management remains a major challenge for Bangladeshi businesses,
particularly those engaged in international trade. Many enterprises struggle to secure reliable
access to foreign currency for imports, exports, and cross-border transactions, which limits
operational efficiency and growth. To address these challenges, systems must be developed to
guarantee consistent access to foreign exchange, while practical guidance and tools on managing
exchange rate risks can help businesses navigate volatility. Banks and financial institutions should
also simplify and expand solutions for foreign transactions, reducing bureaucratic hurdles and
delays. Strengthening these mechanisms will enable smoother trade operations and enhance the
competitiveness of businesses across the country.

Promote Diversification of Financing Sources: While access to traditional bank financing
remains critical for businesses in Bangladesh, heavy reliance on banks has exposed structural
vulnerabilities such as high collateral requirements, bureaucratic delays, and limited loan
availability during periods of financial stress. To overcome these challenges, businesses should
be encouraged to diversify their funding sources by exploring alternatives like microfinance, non-
bank financial institutions, leasing, and crowdfunding. Partnerships between private investors and
financial institutions can further expand available funding channels, while targeted guidance and
incentives can help firms balance bank loans with alternative financing. Building a more diversified
financial ecosystem will enhance resilience, reduce dependency on any single channel, and
improve overall access to finance across regions and sectors.

Ease Collateral and Lending Requirements: Access to finance in Bangladesh remains
constrained by rigid collateral requirements, lengthy approval processes, and risk-averse lending
practices, which delay timely credit for many businesses. To address these challenges, lending
procedures should be simplified and the heavy reliance on land or property as collateral reduced.
Asset-based lending using movable assets and digital verification can expand access to credit,
while risk-based approaches that evaluate a business’s growth potential—rather than just its
existing assets—would enable banks and non-bank institutions to extend financing more
effectively. These reforms would enhance the efficiency, inclusivity, and responsiveness of the
financial system, ensuring that businesses across regions can secure funding without facing
excessive bureaucratic or financial barriers.

Implement Targeted Financial Literacy Programs: Challenges in accessing finance in
Bangladesh go beyond loan availability, encompassing significant knowledge gaps in navigating
financial systems. Many businesses, especially in regions with weaker financial infrastructure,
struggle to understand loan options, interest rates, repayment terms, and basic financial planning.
Preparing applications and interacting with banks or financial institutions can be complex and
time-consuming, discouraging timely use of available support. To address these issues, targeted
financial literacy programs should guide businesses through loan processes, clarify financial
products, and provide step-by-step assistance with applications and repayment planning.
Prioritizing regions with limited banking access will enable smaller enterprises to effectively utilize
both traditional and alternative financing options, enhancing financial inclusion, investment
capacity, and the overall business environment
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6.2.11 Environmental Regulations and Standards

Develop Sector-Specific Compliance Roadmaps: The slight decline in Bangladesh’s score for
'Environmental Regulations and Standards' in 2024-25 underscores the growing challenges
businesses face in meeting environmental requirements. While enforcement has become stricter,
compliance costs and procedural complexity especially for SMEs and medium-sized enterprises
remain significant barriers. High costs for effluent and sewage treatment, limited access to
approved labouratories and recycling facilities outside major cities, and weak municipal
coordination make environmental management more difficult. Practices such as waste
segregation, water conservation, and energy efficiency vary across sectors, with technologically
advanced industries like Electronics, Pharmaceuticals, and RMG performing better, while
Construction, Agriculture, and Textiles face challenges due to high resource use, technological
gaps, and procedural constraints.

To address these disparities, sector-specific compliance roadmaps should be developed,
providing clear, practical guidelines with step-by-step measures, simplified procedures,
recommended technologies, and timelines. Drawing on examples from high-performing sectors
can serve as benchmarks, while regional awareness campaigns, technical assistance, and
stronger partnerships between municipalities and industry associations can reduce compliance
burdens, encourage sustainable practices, and narrow performance gaps across regions and
sectors

Expand Access to Green Finance and Incentives: The slight decline in Bangladesh’s score for
'Environmental Regulations and Standards' highlights that businesses are facing higher costs and
complexity in meeting compliance requirements. Rising expenses for operating effluent or sewage
treatment plants, conducting audits, and managing hazardous waste—combined with limited
access to approved labouratories, recycling chains, and license renewal services outside
Dhaka—pose significant challenges, particularly for medium-sized enterprises. These financial
and technical constraints can slow the adoption of sustainable practices such as waste
management, water conservation, and energy efficiency.

To address these gaps, expanding access to green finance and targeted incentives is crucial.
Establishing dedicated funds or subsidized loan programs can support investments in waste
treatment, energy-saving technologies, and water conservation measures. Complementary
financial incentives, including fee reductions, tax rebates, or faster license renewals for high-
performing businesses, can encourage proactive compliance and sustainable operations.
Prioritizing support for medium-sized enterprises and those in regions with weaker infrastructure
will help bridge capacity gaps, reduce compliance burdens, and accelerate the transition toward
environmentally sustainable business practices across sectors.

Strengthen Technical Support and Training: The analysis of Bangladesh’s environmental
regulations shows that while businesses are gradually adopting sustainable practices, significant
gaps remain in technical capacity and regional support. Medium-sized enterprises, in particular,
face challenges in operating effluent and sewage treatment plants and conducting environmental
audits due to high costs, limited technical skills, and weak local infrastructure. Regional disparities
exacerbate these difficulties, with Dhaka performing relatively well, Sylhet moderately, and
Rangpur lagging in waste management and resource efficiency.

Strengthening technical support and training is essential to address these gaps. Regional
awareness campaigns combined with hands-on training can equip businesses with practical
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knowledge on waste segregation, recycling, and sustainable water and energy use, while
guidance on operating treatment plants and conducting audits can reduce compliance costs and
improve efficiency. Partnerships between local governments, industry associations, and technical
experts can ensure consistent support and capacity building across regions, helping bridge
knowledge gaps, enhance environmental performance, and foster a more equitable and
sustainable business environment nationwide

Develop Integrated Digital Platforms for Compliance: Bangladesh’s environmental
compliance landscape shows that while businesses are increasingly adapting to stricter
enforcement, gaps persist in accessibility, transparency, and efficiency of regulatory processes.
SMEs, in particular, face high costs and delays due to limited availability of approved
labouratories, recycling facilities, and license renewal services, especially outside Dhaka. These
challenges increase both time and compliance expenses, discouraging full adherence to
regulations. Developing integrated digital platforms is crucial to address these gaps. A single
digital portal could provide businesses with easy access to regulatory guidelines, enable
submission of compliance documents, scheduling of inspections, and tracking of permits.

Making information on approved labouratories, recycling chains, and license services widely
accessible would reduce operational burdens and costs for SMEs. Furthermore, such a portal
could facilitate monitoring and feedback mechanisms, allowing authorities to identify regional
disparities and target support effectively. By centralizing information and streamlining interactions
with regulatory bodies, this approach would enhance compliance efficiency, promote equitable
access to environmental support, and strengthen the overall business climate.

Promote Regional Equity and Inclusive Implementation: Regional disparities in environmental
compliance remain a major gap in Bangladesh’s business climate, as reflected in low waste
management and compliance scores in areas like Rangpur. SMEs in these regions face higher
costs, limited technical capacity, and weak institutional support, which hinder effective
implementation of waste segregation, recycling, and water or energy management practices.

Targeted regional initiatives are essential to address these challenges, including technical
assistance, awareness campaigns, and hands-on training tailored to underperforming areas.
Local municipalities should actively coordinate with businesses to establish waste management
systems, encourage resource-sharing arrangements, and facilitate smoother implementation of
environmental regulations. Regular surveys to track progress, coupled with recognition or
incentives for improvements, can foster healthy competition and motivate continued compliance.
Prioritizing regional equity and inclusive implementation will help ensure that environmental
standards are met uniformly across the country, supporting both sustainability goals and SME
growth.
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6.3.1 Broader Policy Support for Sustained Competitiveness and Capacity

Type of Indicator

Broader Policy
Support for
Sustained
Competitiveness
and Capacity

Recommendations

Strengthen logistics
infrastructure and
connectivity to
reduce costs and
enable
diversification
Develop integrated
economic corridors
combining physical
and regulatory
systems

Ensure controlled
and strategic
transition for LDC
graduation through
FTAs, and trade
negotiations
Increase private
sector readiness
with improved
energy, trade
facilitation, and
institutional reforms
Enhance access to
finance via green
bonds, NPL
resolution, and
flexible FX policies
Modernize taxation
and regulatory
frameworks,
accelerate tax
refunds, expand
0SS

Promote export
diversification
beyond RMG with
bonded warehouse
reforms and SME
facilitation

Invest in industrial
infrastructure with
reliable utilities and
streamlined permits

Leading
Institutions
Ministry of
Shipping, Roads
and Highways
Division, Civil
Aviation Authority,
PPP Authority
Ministry of
Commerce,
Ministry of Finance,
Bangladesh Bank,
BIDA

Ministry of
Commerce, ERD,
WTO Cell,
Bangladesh Bank

Ministry of Finance,
NBR, BIDA,
Bangladesh Bank

Bangladesh Bank,
Ministry of Finance

NBR, BIDA,
Ministry of
Commerce

Ministry of
Commerce, Export
Promotion Bureau,
NBR

Ministry of
Industries, Power
Division, BEZA,
PPP Authority

Time Required

Medium Term

Long Term

Medium Term

Short Term

Medium Term

Short Term

Medium Term

Long Term
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6.3.2 Pillar Specific Action Plan
1. Starting a Business

Type of Indicator A Recommendations
Expand and fully
integrate OSS
across all agencies
with strict SLAs
Standardize costs
and procedures
across divisions
with digital
payments
Strengthen
Companies Act
implementation and
corporate
governance

Curb informal
payments through
end-to-end
digitalization and
grievance systems
Consistent
implementation of
digital reforms
across agencies
Sector-specific
simplification of
licensing and
compliance (e.g.,
Pharmaceuticals,
Construction)

Starting a
Business

2. Access to Land

Type of Indicator A Recommendations

Access to Land Digitize and integrate
all land records with
interoperability
Enforce transparent
procedures and
standardized costs

Introduce SLAs and
simplified
registration/mutation

Leading
Institutions
BIDA, Ministry of
Commerce, NBR

Ministry of Local
Government, NBR,
Ministry of
Commerce

Ministry of
Commerce,
Registrar of Joint
Stock Companies

BIDA, Anti-
Corruption
Commission, ICT
Division

ICT Division, BIDA,
Cabinet Division

BIDA, BEPZA,
BEZA, BSTI,
Ministry of
Commerce,
Ministry of Industry

Leading
Institutions
Ministry of Land,
Sub-Registry
Offices

Ministry of Land,
NBR, Local
Government
Division

Ministry of Land,
Sub-Registry
Offices

Time Required

Medium Term

Short Term

Medium Term

Short Term

Medium Term

Medium Term

Time Required

Medium Term

Short Term

Medium Term



Establish specialized Ministry of Land,
desks/fast-track BEZA, BEPZA
channels for high-
value sectors
Strengthen Ministry of Land,
governance to curb ACC, Cabinet
informal payments Division
Conduct investor Ministry of Land,
awareness and BEZA, BIDA,
training programs on BEPZA
land procedures
3. Availability of Regulatory Information
Type of Indicator A Recommendations Leading
Institutions
Availability of Develop a Ministry of
Regulatory consolidated, user- Commerce, BIDA,
Information friendly online portal ICT Division
with plain-language
guidelines
Establish unified BIDA, Cabinet
regulatory hub with  Division, Ministry of
one-stop Commerce

compliance support

Fully automate ICT Division, BIDA,

digital services NBR
(applications,

payments, status

tracking)

Introduce regular Ministry of
updates and Commerce,
awareness Industry
campaigns on Associations

regulatory reforms

4. Business Infrastructure

Type of Indicator A Recommendations Leading
Institutions

Power Division,

Secure and

diversify power SREDA, Ministry of
supply with Energy

renewable

investments

Expand PPPs in PPP Authority,
utilities, transport, Ministry of Finance,
and industrial zones BEZA
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Medium Term

Short Term

Short Term

Time Required

Short Term

Medium Term

Medium Term

Short Term

Time Required

Long Term

Long Term
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5. Labour Regulation

Type of Indicator

Labour Regulation

6. Dispute Resolution

Type of Indicator

Dispute
Resolution

Develop financing
options via
sovereign/local
bonds and markets
Accelerate and
optimize economic
zones with
feasibility-based
selection

Improve efficiency
of power sector with
SCADA, cross-
border trade, and
tariff reforms

Recommendations

Align training with
global skills
demand in Al, ICT,
and green economy
Integrate green
skills into vocational
and technical
training

Promote industry-
integrated training
models and
apprenticeships
Strengthen
international labour
migration strategy
with certification
programs

Recommendations

Expand ADR
mechanisms and
set up standardized
centers

Enhance judicial
capacity with more
judges and case

Ministry of Finance,
Bangladesh Bank,
SEC, Banks

BEZA, BEPZA,
BIDA, Ministry of
Industries

Power Division,
Bangladesh Power
Development
Board

Leading
Institutions
Ministry of
Education, BMET,
TVET Institutions

Ministry of
Education, SREDA,
Industry
Associations
Ministry of
Education, Industry
Associations,
BMET

BMET, Ministry of
Expatriates'
Welfare

Leading
Institutions
Ministry of Law,
Supreme Court,
Bangladesh Bar
Council

Ministry of Law,
Supreme Court

Medium Term

Medium Term

Medium Term

Time Required

Medium Term

Medium Term

Short Term

Medium Term

Time Required

Medium Term

Long Term




7. Trade Facilitation

Type of Indicator
Trade Facilitation

management
systems
Digitalize case
filing, tracking, and
hearings
Establish
specialized
commercial
benches
Improve
coordination and
oversight in lower
courts

Recommendations
Streamline customs
and reduce informal
payments through
oversight and
automation

Fully operationalize
Bangladesh Single
Window across
agencies
Strengthen
coordination among
trade-related
agencies with joint
task forces
Modernize port and
logistics
infrastructure
(terminals,
multimodal links)
Expand SME
access to trade
facilitation tools
(AEO, OSS)
Conduct sector-
specific risk
assessment and
develop mitigation
strategies for
export-oriented
firms in light of LDC
graduation

Support market
diversification and

Ministry of Law,
Supreme Court,
ICT Division

Supreme Court,
Ministry of Law

Ministry of Law,
Supreme Court

Leading Institutions
NBR (Customs), ACC,
Ministry of Commerce

NBR, Ministry of
Commerce, BIDA

NBR, CPA, Ministry of
Commerce

CPA, Ministry of
Shipping, Roads
Division, BEZA

NBR, SME Foundation,
Ministry of Commerce

Ministry of Commerce,
Export Promotion
Bureau (EPB), Private
Sector
Associations/Chambers

Ministry of Commerce,
Bangladesh Investment
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Medium Term

Short Term

Medium Term

Time Required
Short Term

Medium Term

Short Term

Long Term

Medium Term

Short-term

Medium-term
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competitiveness Development Authority
enhancement (BIDA), Export
programs to Promotion Bureau
address challenges (EPB), Private sector
arising from LDC

graduation

Provide guidance Ministry of Finance. Short-term
on navigating post-  NBR, Ministry of

LDC graduation Commerce, Private
tariffs, trade rules, Sector

and regulatory Associations/Chambers
changes.

8. Paying Taxes

Type of Indicator  Recommendations | Leading Time Required
Institutions

Paying Taxes Streamline NBR, BIDA, Short Term
registration and Ministry of

filing with a single-  Commerce

window system

Upgrade and NBR, ICT Division, Medium Term
integrate digital Ministry of Finance

platforms for VAT,

income tax, and

customs

Introduce Ministry of Finance, Short Term

transparent yearly NBR

tax roadmap and

stable policy

framework

Lower effective tax  Ministry of Finance, Medium Term
burden by NBR

rationalizing

multiple levies

Strengthen NBR, Ministry of Medium Term
administrative Finance

capacity with

training and modern

case management

tools

9. Technology Adoption

Type of Indicator Recommendations | Leading Institutions Time Required

Technology Expand digital ICT Division, BTRC, Medium Term
Adoption infrastructure (high- Power Division

speed internet,

power reliability)
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Launch nationwide
digital literacy and
technical skills
programs

Provide SME
incentives and
establish regional
digital hubs
Promote e-
commerce with
targeted sector
support

Enhance policy
reforms and public-
private
collabouration for
digital growth

10. Access to Finance

Type of Indicator

Access to Finance

Recommendations

Expand SME credit
via guarantees and
subsidized
schemes

Improve FX
management and
risk tools for
businesses
Diversify financing
sources (NBFls,
leasing,
crowdfunding)
Ease collateral
requirements
through asset-
based lending
Implement targeted
financial literacy
programs
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ICT Division, Ministry of Medium Term
Education, Industry
Associations/Chambers
Ministry of Industries, Medium Term
ICT Division, SME
Foundation

ICT Division, Ministry of Short Term
Commerce, Industry
Associations/Chambers
ICT Division, Ministry of Medium Term
Commerce, Industry
Associations/Chambers

Leading
Institutions
Bangladesh Bank,
Ministry of Finance,
SME Foundation

Time Required

Short Term

Bangladesh Bank, = Medium Term

Ministry of Finance

Bangladesh Bank, Medium Term
SEC, Ministry of
Finance, Banks
Bangladesh Bank, Medium Term

Ministry of Finance

Bangladesh Bank, Short Term
SME Foundation,
Ministry of

Education

11. Environmental Regulations and Standards

Type of Indicator

Recommendations

Develop sector-
specific compliance

Leading
Institutions
Department of
Environment,

Time Required

Medium Term
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Environmental
Regulations and
Standards

roadmaps and
guidelines

Expand green
finance and
incentive schemes
Strengthen
technical support
and training for
SMEs

Develop integrated
digital platforms for
compliance tracking
Promote regional
equity in
compliance with
targeted initiatives

Industry
Associations
Bangladesh Bank,
Ministry of Finance,
DoE

DoE, Industry
Associations, SME
Foundation

DoE, ICT Division,
Ministry of
Environment
DoE, Local
Government
Division,
Municipalities

Short Term

Medium Term

Medium Term

Long Term
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A Brief Profile of MCCI, Dhaka

Founded in 1904, the Metropolitan Chamber of Commerce and Industry, Dhaka (MCCI) is the oldest and
the pre-eminent trade organization of Bangladesh. Its membership roll encompasses leading commercial
and large industrial organizations of the country, including public sector corporations and local as well as
multinational companies. Presently, almost all major enterprises of the manufacturing and service sector are
among its members. The Chamber provides a wide range of professional services to its members.

The Chamber's services, developed over a long period, are comprehensive and cover specialized areas such
as taxation, import-export, tariff and non-tariff measures, investment, WTO matters and other national
and international economic and commercial concerns. The Chamber maintains a secretariat manned by
professional staff. It offers secretarial services to the Bangladesh Employers’ Federation (BEF), the lone
national level organization of employers in the country dealing with industrial relations, occupational safety
and health, workplace cooperation, skills development, labor law and other labor-related issues.

The Chamber's policy recommendations and inputs related to ongoing reforms have gained wide acceptance
amongst governmentand policy makers. MCCl has earned recognition athome and abroad by offering services
such as issuing certificates of origin, and, through conducting economic research and sector surveys, offering
trade and investment facilitation services, legal services, information management and dissemination, and
publications related to trade and commerce.

The Chamber is represented in many Advisory Councils as well as Committees formed by various ministries of
the government of Bangladesh. MCCI also maintains effective working relations with development partners,
e.g., the World Bank Group, Deutsche Gesellschaft fur Internationale Zusammenarbeit (GlIZ), the Asian
Development Bank (ADB), Japan External Trade Organization (JETRO), Japan International Cooperation Agency
(JICA), the Asia Foundation, etc. MCCI has a long history of joint collaboration. It interacts regularly with major
international trade bodies and many private sector organizations located all over the world.

178






BANGLADESH

(Mccr

~N— Since 1904

Chamber Building: (4th Floor) 122-124, Motijheel CA,
Dhaka-1000, Bangladesh

2nd Office: Police Plaza Concord, Tower-2, Level-6
Gulshan-1, Dhaka.

Web: www.mccibd.org

Tel: +88-02-223385208-11

E-mail: sg@mccibd.org

POLICY
ExCHANGE

Bangladesh
Catalyzing growth solutions

Address

Level 5, House 27, Road 44, Gulshan 2
Dhaka 1212, Bangladesh

Web: www.policyexchangebd.com
Tel: +88-02-48814799

Mob: +8801844678891

E-mail: info@policyexchangebd.com




