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Executive summary
The present study documents how Bangladesh is approaching the 2021 triennial review after a period of 
sustained economic growth, underpinned by robust progress in terms of productive capacity development, as 
measured through the UNCTAD multidimensional Productive Capacities Index (PCI). Economic growth during 
the last couple of decades has been pulled by the expansion of manufacturing and services, both in terms of 
composition of output and of labour share, while on the demand side consumption and gross capital formation 
have been the main drivers of growth. The process of capital deepening has been accompanied by rapid 
sectoral labour reallocation, away from agriculture and into manufacturing and services, as well as a significant 
rise in agricultural productivity, resulting in so-called “growth enhancing structural change”. Bangladesh has 
also witnessed a significant boom in its inter national trade, with merchandise exports growing fourfold between 
2005 and 2019, and imports growing at a slightly greater pace; accordingly, the country has consistently 
maintained a net trade deficit with respect to both goods and services. Although the outbreak of COVID-19 has 
triggered multiple shocks hitting both aggregate demand and aggregate supply, existing forecasts suggest that 
Bangladesh may weather the downtur n much better than neighbouring countries, maintaining a positive GDP 
growth (of between 1.6 and 5 per cent, depending on the source). Several factors can explain this performance, 
including most importantly: the resilience of the agricultural sector; the adaptability of businesses (e.g. textiles 
and clothing firms repurposing their factories to produce personal protective equipment); the increase in 
remittances and some support by multilateral donors; and the coordinated stimulus package enacted by the 
Gover nment, notwithstanding limited fiscal space. In spite of this, heightened uncertainty looms large on the 
future outlook, and the COVID-19 shock may exert long-lasting effects in terms of poverty and employment 
destruction.

Against this background, the vulnerability profile finds that Bangladesh is expected to meet all the established 
LDC graduation criteria for the second time at the 2021 triennial review by the Committee for Development 
Policy. Of particular interest is the progress recorded by the country in terms of not only GNI per capita – itself 
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Figure 2

Real GDP growth in Bangladesh, LDCs and South Asia

(1980–2019)

Source:UNCTAD secretariat calculations, based on data from UNCTADstat database.
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UNCTAD has recently developed a composite index 
to capture this articulated process of expansion 
of a country’s productive capabilities (box 1). This 
metric is used here to assess the performance of 
Bangladesh compared with that of other LDCs, of 
economies in South Asia and of other (i.e. non-LDC) 
developing countries (ODC). As illustrated in figure 4, 
Bangladesh displays a steady improvement in its PCI, 

with the exception of 2009 (when the fallout from 
the global recession, coupled with the Aila cyclone, 
adversely affected the country’s performance), after 
which progress resumed at slightly faster pace as 
before the crisis. The trend in PCI also shows that 
Bangladesh has systematically outperformed the 
median LDC, not only with a higher score, but also 
with somewhat faster improvements, evidenced by 
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It also points to the successes in the country in spurring 
the process of structural transformation. Throughout 
the period considered, the manufacturing and 
services sectors – in particular the residual category 
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is nearly double that of the rate for men (3.3 per cent 
in 2019) and youth unemployment is nearly five times 
higher than that of adults (PRI, forthcoming).

2.2 International trade and regional 
integration

The above discussion has documented the 
successes of Bangladesh in igniting a process of 
economic growth and structural transformation, 
har nessing the combined effects of capital 
deepening and cross-sectoral labour reallocation. 
With an eye on the process of graduation from the 
LDC category and its ensuing consequences for 
the prevailing trading regime, it is useful to examine 
in more depth the role inter national trade played in 
Bangladesh’s trajectory.

Recent decades have witnessed a significant 
increase in the participation of Bangladesh in 
inter national trade (figure 9). The trade-to-GDP ratio 
augmented from an average of nearly 25 per cent 
in the 1990s to over 40 per cent in the 2010–2019 
period. Merchandise exports rose from $6.3 billion 
in 2000 to $39.3 billion in 2019, while services 
exports rose from $1.5 billion in 2005 to $6.1 billion 

Figure 8
Sectoral employment share and labour productivity

(2018)

Source:UNCTAD secretariat calculations, based on data from World 
Development Indicator database and United Nations Statistics 
Divison.
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in 2019. 4 Conversely, merchandise imports surged 
from $8.8 billion in 2000 to $59 billion in 2019, with 
services adding another $9.7 billion to the import 
bill in 2019. The factors behind these trends include 
a broadly similar rise in export and import volumes 
combined with a gradual decline in the terms of 
trade. This has generated a widening trade deficit in 
relation to both goods and services.

In terms of composition, the overwhelming majority 
of exports are accounted for by manufactures, 
notably textiles and clothing (figure 10, panel A). 
In 2019, textile fibres, yar n, fabrics and clothing 
items accounted for 90 per cent of exports, with 

4 Because the conceptual framework used for the 
compilation of trade in services has changed with the 
publication by the Inter national Monetary Fund (IMF) the of 
the IMF Balance of Payments and Inter national Investment 
Position Manual, Sixth Edition (BPM6), data for the earlier 
period are not directly comparable.

the rest mainly accounted for by miscellaneous 
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Figure 10
Merchandise exports and imports by main product group

Source:
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and India could reverberate in the geopolitical 
dimensions of South Asia, leading to an evolving 
dynamic in the region. As noted by Rabiul Islam et 
al. (2018), with its strategic geopolitical location, 
size of population, markets and manufacturing 
progress, Bangladesh could take advantage of 
deeper regional integration and capitalize on its 
Look East policy. Participation in the belt and 

road initiative promises to enhance connectivity 
along the Bangladesh, China, India and Myanmar 
economic corridor, thereby potentially unlocking 
opportunities for greater participation in regional 
value chains (Khatun, 2020). The Gover nment has 
also contemplated the opportunities that regional 
cooperation among countries in South Asia could 
unlock, calling for reform, strengthened collaboration 
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According to October 2020 projections from IMF, 
GDP in Bangladesh will increase by only 3.8 per cent 
in FY2019/20 due to the pandemic-related shock. 
The Asian Development Bank (ADB), on the other 
hand, projects a slightly higher growth of 5.2 per cent 
for Bangladesh, despite the contraction in the South 
Asia region (by 6.8 per cent) in 2020. The Bangladesh 
Bureau of Statistics (BBS) has also provided a 
provisional GDP growth estimate of 5.2 per cent 
for FY2019/20, a figure significantly higher than the 
projections by IMF (3.8 per cent) and the World Bank 
(1.6 per cent) in June 2020.

Regardless of the uncertainty surrounding the 
magnitude of the fallout from the pandemic, what is 
clear is that it will lead to a sizeable slowdown in the 
performance of the economy, with potential lingering 
effects over the medium term. As in the rest of the 
world, the pandemic has triggered multifaceted 
shocks, simultaneously affecting aggregate supply 
and aggregate demand, with potentially far-reaching 
ramifications both domestically and through the 
balance of payments. On the supply side, sudden 
stops in production activities, value chain disruptions, 
border closings and travel restrictions have taken a toll 
on the level of activity; meanwhile, reduced working 
hours, layoffs, confinements, depressed inter national 
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In the wake of the COVID-19 pandemic, experts have predicted generalized drops in worker remittances 
due, on the one hand, to the sharp decline in migrant incomes and, on the other hand, to the predictable fall 
in the stock of inter national migrants (). Social distancing, lockdowns, travel restrictions and other disruptions 
have led to significant losses worldwide in terms of working hours. Moreover, as migrants tend to have more 
precarious working conditions and be more exposed to infections, they are more likely to be laid off. All of 
this reduces their income. In addition, thousands of migrants who have lost their jobs have retur ned to their 
countries of origin or have been deported or left stranded.

Against this background, in its October 2020 update, the World Bank estimated that remittances inflows would 
decrease in 2020 in all regions of the world, with South Asia experiencing a 4 per cent decline compared with 
in 2019. The predictions of the Asian Development Bank are more pessimistic, with South Asia estimated to 
lose $18.3 billion in 2020, equivalent to a fall in remittances of 15.8 per cent, in the baseline scenario.

Notwithstanding the generalized negative outlook, the World Bank predicts that remittances inflows to 
Bangladesh will display resilience, slowing down significantly but still expanding by 7 per cent compared with 
in 2019. Monthly data from the Central Bank of Bangladesh seem to confirm that, to date, remittances have 
held up much better than initially anticipated, although with a volatile trend (figure 13). The modest year-on-year 
increases in January and February 2020 gave way to sharp contractions in the next three months, followed by 
even greater expansions from June to October. Four factors appear to be plausible explanations for this trend:

(a) The Haj effect, namely, the fact that migrants from Bangladesh unable to complete the pilgrimage to 
Mecca because of the pandemic remitted part of the money saved for this purpose;

(b) The wish to help relatives affected by the floods that inundated more than one quarter of the 
country’s landmass, affecting nearly 1 million homes and 4.7 million people;

(c) The built-up remittances in the second quarter and a shift in flows from informal to formal channels, 
as travel restrictions reduced the money carried in person;

Box 2 Bangladesh: Short-term impact of the pandemic on remittances in�ows

Figure 13
Year-on-year percentage change in remittances in�ows

Source:UNCTAD secretariat calculations, based on data from the Bangladesh Bank.
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cope with the crisis. 8 Although such re5Dpuices
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of less than $320. Trade liberalization policies in 
1990 opened up some opportunities for economic 
expansion and fostered overall development 
(Raihan, 2008; Williamson, 1999). Yet it was after 

2002 in particular that GNI per capita recorded a 
sharp acceleration, when sustained growth enabled 
the country to rise from a GNI per capita of $440 in 
2004 to $1,940 in 2019 (figure 16). 11

Beyond national averages, income distribution has 
become a source of concer n in both developed 
and developing countries. In Bangladesh, long-term 
trends show a worsening of inequality, with the Gini 
index increasing from 25.9 in 1983 to 32.4 in 2016; 
yet the situation appears to have levelled off and 
the Gini index remains relatively low by inter national 
standards, even within the region of South Asia. 
The Gini coefficient has slightly fallen from its peak 
in the early 2000s (figure 17). 12 This demonstrates 
that the growth patter n in more recent years has 
become somewhat more inclusive, with rural 
development and employment creation in services 
and manufacturing generating some “trickle down”.

Nevertheless, the analysis of the whole national income 
distribution reveals an increasing concentration of 
income towards the wealthiest, with over 40 per cent 

11 Bangladesh crossed the World Bank threshold for lower 
middle-income country status in July 2015.

12 It is worth noting that the overall inequality scenario 
might be worse than as depicted in the figures due to 
the well-known risk of underreporting among wealthier 
segments of the population. 

Figure 14
Structure of the criteria for identi�cation and graduation of the least developed country after the comprehensive review

Source:CDP (2020: 2).
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of income accruing to the richest 20 per cent of the 
population, according to world development indicators 
data. Moreover, the gap between the rich and the poor 
has been increasing. In 2015–2016, the income share 
held by the richest 5 per cent was 121 times the income 
share held by the poorest 5 per cent (figure 18). More 
rapid income growth at the top of the distribution has 

recently contributed to an increasing income share for 
the top quintile; the share of the income of the richest 
5 per cent increased from 18.85 per cent in 1991 to 
27.89 per cent in 2016 (CPD, 2018).

Figure 16
Gross National Income per capita

(Atlas method, current dollars)

Source:UNCTAD secretariat calculations, based on data from World 
Development Indicator database.
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Bangladesh Gini index

(1983–2016)

Source:UNCTAD secretariat calculations, based on data from World 
Development Indicator database.
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Source:UNCTAD secretariat calculations, based on data from BBS 
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The comparison of inequality in income, consumption 
and wealth sheds further light on the underlying 
dynamics. Across all three dimensions, greater 
inequality can be observed in urban areas compared 
with in rural areas (figure 19), consistent with the 
idea that structural change (meaning the shifting 
sectoral composition of outputs and employment) 
is an important driver of inequality, as postulated in 
the inverted-U hypothesis of Kuznets. In addition, 
as expected, wealth inequality is significantly greater 
than income inequality, with consumption being more 
equally distributed. Although consumption inequality 
remained broadly stable between 2010 and 2016, 
income and wealth inequality increased slightly, 
along with the increase in per capita national income.

Notwithstanding the above, the economic boom, 
in combination with lower levels of population 
growth, has supported significant progress in terms 
of poverty reduction. Bangladesh halved poverty 
rates between 2000 and 2016 (from 48.9 per cent 
to 24.3 per cent), lifting more than 25 million people 
out of poverty as measured against the national 
poverty line (figure 20). Poverty incidence, according 
to the inter national poverty line of $1.90 purchasing 
power parity per day (i.e. extreme poverty), shows 
a parallel sustained decline. Increases in labour 

income, agricultural productivity, female labour force 

participation and remittances transfers contributed 

to poverty reduction. About 90 per cent of poverty 

reduction from 2010 to 2016 took place in rural 

areas, while the rate of poverty reduction was lower 

in urban areas (World Bank, 2019).

The COVID-19 crisis presents, however, a new set 

of challenges for poverty reduction in Bangladesh, 

not least because of the difficulty in ensuring that 

the most vulnerable segments of the population 

benefit from pandemic-related stimulus packages 

(Towfiqul, 2020). Notwithstanding the fact that 

GDP growth is expected to remain positive in 
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threshold). 13

14 Moreover, the country is provisionally 
estimated to stand at 114 per cent of the graduation 
threshold in 2021, as depicted in figure 21 (dashed 
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and household poverty (Krishna et al., 2018). The 
COVID-19 pandemic poses additional risks to the 
nutritional status and survival of young children in 
low-income and middle-income countries (LMICs) 
and Bangladesh is no exception. The pandemic is 
likely to increase stunting, micronutrient deficiencies 

and other forms of malnutrition in women and children 
as a result of poorer diets and the disruption of 
nutrition services. It is essential that the Gover nment 
attend to the overlapping issues of malnutrition, food 
security and the pandemic (UNICEF 2020b).

3.2.2 Child mortality rate and maternal 
mortality ratio

Bangladesh has also achieved significant success 
in terms of child mortality (figure 24). The under-five 
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compared with other LDCs in South Asia, such as 
Bhutan (90 per cent in 2018) and Nepal (80.2 per 
cent in 2019). 21
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schools in 2016 and provides stipends and tuition 
subsidies, mostly to girls in rural regions. Over 
the years, the Gover nment has built thousands of 
schools, notably in remote rural areas, providing 
considerable investment in improving access to 
education; the number of schools rose from roughly 
15,000 in 2000 to more than 20,000 in 2015 
(BANBEIS, 2016).

Awareness is a crucial factor in increasing school 
enrolment in developing countries. Accordingly, 
awareness-raising initiatives by the Gover nment 
and non-gover namental organizations (NGOs) 
have helped to increase the number of students in 
secondary education, although more needs to be 
done. The education budget has been relatively low 
in Bangladesh and is one of the lowest in South 
Asia. Therefore, ensuring sufficient financing in the 
education sector remains a key priority, as is the 
strengthening of vocational training schemes. While 
the total amount of gover nment funds allocated to 
the sector has increased over the past years, as GDP 
and revenues have grown, spending on education 
decreased as a percentage of total gover nment 
spending, from 14 per cent in financial year 2000 to 
11.7 per cent in financial year 2020. The allocation to 
the education sector for financial year 2021 remains 
almost unchanged in terms of size and percentage of 
GDP compared with the budget in financial year 2020, 
despite the negative implications of the pandemic 
on the sector. Sufficient budgetary allocations are 
essential for the effective implementation of policies 
and measures in the context of the pandemic.

3.2.4 Adult literacy rate

The literacy rate in Bangladesh has risen over the 
past decades, to 74.7 per cent in 2019, despite some 
levelling off in recent years (figure 27). The figure shows 
an increase of about 26 percentage points from 2007, 
when the literacy rate was at 48.6 per cent. Over the 
same period, the literacy rate for females rose from 
43.74 to 72 per cent and for males, from 49.8 to 
77.4 per cent. Compared with in the other three LDCs 
in the region, namely, Afghanistan, Bhutan and Nepal, 
the adult literacy rate was higher in Bangladesh, yet the 
country remains behind in achieving universal literacy.

Over the years, the Gover nment of Bangladesh has 
shown commitment to education, as demonstrated 
through important progress in the sector (e.g. universal 
enrolment in primary education, achieving gender 
parity in primary and secondary school access). This 
focus on adequate education and human capital 
bodes well for supporting the moder nization of the 
economy and tapping the demographic dividend. 
Along with the Gover nment, a significant number of 
NGOs has played a key role in increasing the number 
of literate people in the country, with NGO activities 
revolving around multilevel educational streams 
(figure 28).

3.2.5 Gender parity index for gross secondary 
school enrolment

In the past, one of the challenges in the education 
system in Bangladesh was the persistently low 
enrolment and school attainment among girls 

Figure 27
Adult Literacy Rate

(Percentage)

Source:UNCTAD secretariat calculations, based on data from UIS (2020).
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Investment Programme (SESIP), financed by the 
Gover nment and the Asian Development Bank, 
respectively (Habib and Alamgit, 2019).

Despite progress in gender parity in secondary 
enrolment, girls lag behind boys in terms of education 
outcomes. Data from the 2017 Bangladesh Bureau 
of Educational Information and Statistics show that 
completion rates among girls are low, with grade 
10 rates bottoming at only 10 per cent and secondary 
level completion rates reaching only 59 per cent 
(Sosale et al., 2019). This may be explained by lower 
levels of investment in the quality of education (due 
to cultural norms, biases, etc.) for girls than for boys, 
leading to the relative underperformance of girls in 
education.

Achieving a more efficient, equitable, inclusive and 
quality secondary education system is at the core of 
the 2018–2022 Secondary Education Development 
Programme (SEDP). Combining greater and more 
equal access to education with a higher quality of 
related attainments across a multilevel educational 
system has proven challenging. Targeted 
interventions to improve the quality of educational 
attainment among marginalized groups may help to 
narrow the gender gap in the quality of education.

3.3 Economic and environmental 
vulnerability criterion

Following the adoption of the outcome of the 
comprehensive review of the LDC criteria by the 
Committee for Development Policy, the structure 
of EVI was also modified compared with earlier 
vintages of the index (CDP, 2020). With this revision, 
EVI has been simplified and now consists of two 
subindices, one on economic vulnerability and 
one on environmental vulnerability, each with four 
indicators with an equal weight of 1/8. The indicator 
on population size was removed from EVI. The 
economic vulnerability indicator “remoteness” was 
renamed “remoteness and landlockedness” to 
better reflect the fact that the indicator accounts for 
the specific challenges of LLDCs. The environmental 
vulnerability indicator “victims of natural disasters” 
was renamed “victims of disasters” to better align 
it with common United Nations terminology and 
to highlight that disasters are not natural per se, 
but rather stem from exposure to natural hazards, 
conditions of vulnerability that are present and 
insufficient capacity to cope with potential negative 
consequences. The indicator “share of population 
living in drylands” was added to EVI.

Figure 30 shows that Bangladesh has consistently 
met the graduation threshold under the economic 

and environmental vulnerability criterion, except for 
at the 2012 review, when it narrowly failed to meet 
the threshold. 24 The performance of Bangladesh 
under the graduation threshold relevant to the 
economic and environmental vulnerability criterion 
demonstrated sustained improvements (reflecting 
a reduction in economic and environmental 
vulnerabilities as measured by the index) between 
the 2012 and 2015 triennial reviews, with the EVI 
score reaching a plateau thereafter. The EVI score 
of Bangladesh in 2018 was 25.2, which was 
127 per cent relative to the graduation threshold. 
The provisional value relevant to this criterion 
(dotted purple line) at the 2021 triennial review 
is estimated to meet the graduation threshold at 
117 per cent.

The remainder of this section discusses the key 
dimensions composing EVI. For the sake of 
conceptual clarity and in line with the new EVI 
structure (CDP, 2020), the indicators pertaining to 

24 For the sake of consistency with earlier figures, downward 
movements in figure 30 (such as that occurring in the 
year 2012) illustrate a deterioration in the EVI score (i.e. 
increasing economic and environmental vulnerability), 
while upward movements indicate reductions in 
vulnerabilities (i.e. improvement in the EVI score). This 
inversion serves to harmonize the interpretation of this 
figure with that of figure 15 and figure 21, although 
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the economic sphere of vulnerability (namely the 
share of agriculture, forestry and fisheries in GDP; 
remoteness and landlockedness; merchandise 
export concentration; and instability of exports of 
goods and services) are distinguished from those 
pertaining to the environmental sphere (share of 
population in low elevation areas; share of population 
living in drylands; victims of disasters; and instability 
of agricultural production).

3.3.1 Indicators of economic vulnerability

As noted earlier in this report, the agriculture, forestry 
and fisheries sector has displayed sustained growth 
in labour productivity, with positive repercussions 
on rural livelihoods. The share of agriculture, 
forestry and fisheries in GDP nonetheless declined 
steadily, from 31 per cent in 1990 to 26 per cent 
in 2000, and then fell even more rapidly, to 18 per 
cent in 2010 and 14 per cent in 2018. This decline 
is consistent with the patter n of structural change 
discussed earlier and, in particular, with the rise 
of manufacturing and services and the ensuing 
reallocation of labour towards these sectors. This 
also suggests that agricultural productivity levels 
have increased, but less rapidly than the rest of the 
economy.

Moving to the second indicator of economic 
vulnerability, namely remoteness and 
landlockedness, Bangladesh is in a geographical 
sense not particularly remote. 25 According to the 
latest CDP data, the value of its remoteness index 
in 2020 was 33.8, compared with an LDC average 
of 60; this is slightly lower than comparable 
non-landlocked countries such as Myanmar (37.7) 
and Viet Nam (34.2). In this context, it is worth 
noting that in Bangladesh, the main constraints 
and obstacles to trade stem not from geography 
as such, but rather from supply-side bottlenecks 
in terms of transport infrastructure, as well as the 
inefficiencies of its logistics network (Herrera Dappe 
et al., 2019). This reading of the evidence is also 
confirmed by the PCI components (figure 5) and by 
trends in the UNCTAD liner shipping connectivity 

25 In the context of the determination of LDC status, 
remoteness is defined as the trade-weighted average 
of a country’s distance from world markets. In order to 
compute the remoteness indicator for EVI, a logarithm 
transformation and maximin procedure are applied, with 
an adjustment for landlocked countries. In addition, 
indicators considered by CDP are three-year averages 
(CDP and DESA, 2018).

index, 26 which reveal the persistently weak 
connectivity of Bangladesh in terms of maritime 
transport. Generally, if the country’s performance 
in addressing transport and trade bottlenecks is 
not radically different from other LDCs and denotes 
some gradual improvements, transaction costs 
remain significantly higher than in other non-LDCs 
in the region, notably Viet Nam (a key competitor 
in the ready-made garments industry).

Earlier sections of the vulnerability profile have 
documented the expansion in the exports of 
Bangladesh, pulled by the boom of ready-made 
garments. The country is the world’s second-largest 
exporter of ready-made garments and these 
products represent more than 80 per cent of its 
exports. 27 These trends mirror a gradual rise of 
the merchandise export concentration index, 
which rose from roughly 0.33 in the mid-1990s 
to 0.42 in 2009 and has subsequently hovered at 
around 0.41 (figure 31). 28 The fact that the export 
concentration index of Bangladesh is higher than 
that of other LDCs in South Asia (and of most of 
its competitors in Asia) underscores the fact that 
the heightened dependence on a narrow range of 
garment products is a source of concer n in the long 
term (see below).

Notwithstanding other concer ns in relation to the 
heightened dependence of Bangladesh on ready-made 
garments, the nature of related inter national markets 
has been such that export instability has traditionally 

26 The UNCTAD liner shipping connectivity index 
encompasses the following six components: number 
of scheduled ship calls per week in the country; 
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NAPA thus estimates that climate change could affect 
more than 70 million people, due to the country’s 
geographic location, low elevation, high population 
density, poor infrastructure, high level of poverty 
and high level of dependency on natural resources 
(MOEF, 2009). Other studies have estimated that an 
increase of only 1 metre in sea level might submerge 
18 per cent of the total area of the country (Ahmad, 
2019) and some studies project that by 2050, one 
in every seven people in Bangladesh could be 
displaced due to climate change (Environmental 
Justice Foundation, 2019).

Key risk factors in this context are the relatively large 
share of territory lying at a low height above sea 
level (figure 33) and the high share of the population 
living in low elevated areas. In 2018, as much 
as 8.9 per cent of the population (corresponding 
to over 14 million people) was living in low elevated 
coastal areas, according to world development 
indicators data; a proportion that has been broadly 
stable over the last 20 years. This situation is 
mirrored in the corresponding EVI component, 
for which the score of Bangladesh (23.9 in 2018) 
was higher than that of neighbouring Myanmar 
(19.4) and greater than the LDC average (15.9). 30

Conversely, Bangladesh is located at the delta of 
the Ganges, Brahmaputra and Meghna rivers, 
and the share of the population living in drylands 
(another indicator considered in the computation of 
EVI) is zero.

According to data from the emergency events 
database, Bangladesh was affected by more than 
200 disasters from 1970 to 2019. 31 Storms have 
been the most frequent disasters in Bangladesh, 
accounting for 52 per cent of the total, followed by 
floods at 31 per cent, and the remaining disasters 
have been epidemics, earthquakes, droughts and 
landslides. Between 2000 and 2019, on average, 
almost seven natural disasters occurred every 
year in the country (table 2). The greatest number 
of natural disasters occurred in 2019. However, in 
terms of deaths, 2007 was the most devastating 
year, as 5,635 people lost their lives. The cyclone 
SIDR, affecting millions of people, caused the 
deaths of 3,447 people in that year. In 2000–2019, 
in total, more than 110 million people were affected 
by natural disasters.

30 In computation of the EVI scores, the various components 
are normalized using the maximin procedure and may not 
use exactly the same data sources as those noted in the 
text.

31 All data in this paragraph are drawn from the Emergency 
Events Database, Universite Catholique de Louvain.

been limited (figure 32). 29 The composition of exports 
largely explains this behaviour, as inter national prices 
for textile and clothing products are not subject to the 
sharp variations that characterize primary commodity 
prices. This in tur n contributes to reducing fluctuations 
in the country’s terms of trade and the purchasing 
power of exports.

3.3.2 Indicators of environmental vulnerability

Bangladesh is widely regarded as one of the most 
environmentally vulnerable countries in the world, 
as a result of the interplay between its geophysical 
characteristics, high population density, limited 
resilience and specific environmental conditions. 
According to the National Adaptation Programme 
of Action (NAPA), the coastal area of the country 
is prone to salinity intrusion and tropical cyclones; 
the central plains, to flooding; the north-wester n 
region, to drought; the north-easter n region, to flash 
flooding; and the hilly region, to soil erosion and 
landslides (MOEF, 2009). Moreover, climate change 
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The heightened exposure of Bangladesh to disasters 
is corroborated by the trends in the victims of disasters 
indicator considered in the computation of EVI, with 
the corresponding score exceeding 85 (out of 100), 
compared with an LDC average of 73. 32 Similarly, 

32 In the computation of EVI scores, the various components 
are normalized using the maximin procedure and do not 
use the same data sources as in table 2.

Figure 32
Export instability index

Source:UNCTAD secretariat calculations, based on data from LDC Triennial Review Data (2019).

http://www.emdat.be
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according to World Disasters Report 2018 prepared 
by the Inter national Federation of Red Cross and 
Red Crescent Societies (IFRC), Bangladesh was 
the eighth worst-hit country by natural disasters 
between 2008 and 2017, with 37 million people 
affected. Moreover, natural disasters tend to affect 
poor people disproportionately, as they are more 
dependent on natural ecosystems (notably for water 
and sanitation), have more precarious housing 
conditions and are less able to protect or secure their 
assets due to deprivations (United Nations, 2020c).

Over time, the Gover nment has adopted a more 
proactive approach to disaster preparedness, 
encompassing hazard mitigation, community 
preparedness and integrated response efforts, 
rather than a reactive approach primarily focused 
on relief and rehabilitation activities (Luxbacher and 
Uddin, 2013).

Despite improving disaster preparedness, the 
country remains in the high risk category, as assessed 
by INFORM, with a risk index value of 6 in 2019. 33

This figure is higher than that of all neighbouring 
countries, with the exception of Myanmar (index 
value of 6.6). In comparison, the two other LDCs in 

http://www.bcct.gov.bd/site/files/a695f6c9-e74e-4c16-9919-347f28d96152/nolink/-
http://www.bcct.gov.bd/site/files/a695f6c9-e74e-4c16-9919-347f28d96152/nolink/-
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4.1 Mitigating the reliance on least 
developed country-speci�c 
international support measures

Supporting LDCs in their quest for sustainable 
development is the raison d’être of ISMs, as 
countries in the LDC category are inter nationally 
regarded as structurally vulnerable and therefore 
deserving of dedicated forms of assistance (CDP 
and DESA, 2018; UNCTAD, 2016a). Symmetrically, 
the fact that a country strategically utilizes existing 
ISMs signals strong political will and sufficient 
institutional capacities to har ness existing forms 
of support (UNCTAD, 2016b). As a country’s 
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However, given the heavy reliance in Bangladesh on 
existing ISMs, this choice will play a critical role in 
determining the outcome of the graduation process.

4.2 Harnessing the nexus 
between trade and structural 
transformation

Inter national trade has played an important role in 
supporting some process of structural change in 
Bangladesh, with positive impacts on employment 
generation outside agriculture, as well as on poverty 
reduction (ESCAP, 2020; Kathuria and Malouche, 
2016a). The surge of labour-intensive manufacturing, in 
particular of ready-made garments, has been pivotal to 
this trajectory, with the industry reaching a contribution 
to GDP of over 10 per cent and three quarters of its 
output exported abroad (BGMEA Trade Information, 
2019; López Acevedo and Robertson, 2016).

These developments have been accompanied by 
an export boom, as Bangladesh recorded rapid 
economic growth and more than doubled its export 
revenues between 2010 and 2019. At least until the 

start of the pandemic, this had allowed the country 
to boost its share in global exports from 0.12 per 
cent in 2008–2010 to 0.20 per cent in 2017–2019; 
a respectable performance although short of the 
Istanbul Programme of Action (IPoA) target of 
doubling this quota. 40 Through deliberate policy 
incentives, and partly also thanks to inter national 
support measures (ISMs) such as preferential market 
access, Bangladesh has become one of the world’s 
most competitive producers for garment products, 
mainly due to its cost competitiveness.

Furthermore, the country has successfully diversified 
its destination markets, exporting to 109 partners, 
the highest number among LDCs (OECD and WTO, 
2019). This geographic diversification has contributed 
to reducing the instability of export revenues, 
along with the fact that Bangladesh specializes in 
manufacture exports, which are less prone than 
primary commodities to terms of trade shocks.

40 The evolution of the market share of Bangladesh of world 
manufacturing exports was even more encouraging, as it 
grew from 0.16 per cent in 2008–2010 to 0.28 per cent 
in 2017–2019.

The pharmaceutical industry in Bangladesh provides a good example of a sophisticated knowledge-
intensive industry, which over time has surged to account for roughly 1 per cent of GDP. For the most 
part, pharmaceutical companies operating in Bangladesh produce low-cost generic medicines, mainly for 
the domestic market but increasingly also for exports (whose value has quintupled since 2005), thereby 
enabling access to cheap medicines in other countries.
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Nevertheless, the boom reflects a still-incipient 
process of structural transformation, with some 
improvements in terms of diversification, in particular 
in relation to the domestic economy, but a persistently 
skewed export specialization patter n. The boom in 
exports has been overwhelmingly underpinned by 
labour-intensive garments and hinged predominantly 
on cost competitiveness driven by low wages. 41

Nor does the initial diversification of the textile and 
clothing industry beyond cotton products and into 
artificial fibres significantly alter this picture. Although 
the country has made some inroads in the production 
and export of other products such as leather, 
footwear, jute-based fibres and some agricultural 
products, these continue to play a subdued role in 
export composition. At an even more initial stage is 
the emergence of more complex activities, such as 
bicycles’ manufacturing or shipbuilding, identified 
as potentially promising in DTIS, but for which the 
infrastructural and logistical bottlenecks and the 
intricacies of the business ecosystem represent more 
binding constraints (Kathuria and Malouche, 2016a). 42

Equally limited is the weight of skill –  and technology – 
intensive manufactures, despite the surge of a viable 
pharmaceutical sector. As such, this process has not 
translated into meaningful export diversification, with 
only a small improvement in the number of exported 
products and with the export concentration index 
hovering around 0.4 since the early 2000s.

The challenges of the prevailing specialization patter n 
are corroborated by the analysis of trade in value 
added and related indicators of participation in global 
value chains (GVCs). 43 Over the last 10–15 years, 
Bangladesh has witnessed some deepening of its 
participation in GVCs, but less so than other LDCs 
in Asia such as Cambodia and the Lao People’s 
Democratic Republic, in addition to more integrated 
countries such as China and Viet Nam. An upward 
trend characterizes both backward GVC participation 
– capturing the contribution of foreign value added 
(i.e. imported intermediates and capital goods) to a 
country’s gross exports (figure 35, panel A) – and, 
to a lesser extent, forward GVC participation, which 

41 In 2016 wages in Bangladesh were half those in India and 
less than one third those in China or Indonesia (Kathuria 
and Malouche, 2016a).

42 According to UNCTAD data, jute-based products, ships, 
cycles and motorcycles jointly account for roughly 1 per 
cent of total merchandise exports, with this proportion 
remaining broadly unchanged for the last 10 years.

43 The emergence of GVCs and the related surge in the trade 
of intermediates implies that traditional trade flows no 
longer reflect the value added embodied in traded goods 
and services, due to double counting. For this reason, 
it is important to complement the traditional analysis 
of trade flows with an assessment of the magnitude in 
terms of value added (ADB, 2015; ADB, 2020; Johnson 
and Noguera, 2012; Wang et al., 2013).

encapsulates the domestic value added embodied 
in intermediate exports that are further processed 
abroad and re-exported to third economies (figure 35, 
panel B). While this might be broadly in line with the 
trends in other countries in South Asia, Bangladesh 
stands out compared with its neighbours in two main 
respects: for its slightly higher level of backward 
participation – at least in more recent years – and 
above all for its low level of forward participation, 
reflecting a patter n of exports largely skewed towards 
final goods rather than intermediates.

The weight of the textile and clothing industry in 
driving the above trends is immediately apparent 
when the data are disaggregated at the sectoral level 
(figure 36). 44 In 2019, at roughly 85 per cent of gross 
exports, textiles and clothing accounted for 83 per cent 
of domestic value added in exports and 97 per cent of 
foreign value added. The disproportionate importance 
of ready-made garments in this context translates into 
a relatively high level of backward GVC participation 
– pulled by imports of machinery and to some extent 
also of intermediate products required by lead firms – 
and a limited level of forward GVC participation, as the 
overwhelming majority of products are final products.

More fundamentally, the sectoral disaggregation also 
underscores the marginal role still played by sectors 
other thLay <</N gTJ EMC9es 
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expected to underpin early phases of structural 
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institutional framework and a trade policy framework 
oriented towards relatively high levels of protection 
but often inconsistent with business needs and 
industrial policy objectives, resulting in an anti-export 
bias (Kathuria and Malouche, 2016a).

Against this background, in spite of some promising 
examples of diversification into more skill- and 
technology-intensive activities, in particular for serving 
the large domestic market (box 3), the above analysis 
raises serious concer ns in relation to the sluggishness 
of progress in Bangladesh. While this challenge is well 
known and not necessarily related to the country’s 
graduation from the LDC category, the latter makes it 
even more imperative to redress the situation. Three 
main issues are worth mentioning in this regard.

First, complacency in the pursuit of diversification is 
made even riskier in the longer term by the nature 
of the textile and clothing GVC, which currently 
represents the backbone of export capacities 
in Bangladesh. This GVC is characterized by 
pronounced segmentation and an typical buyer-driven 
gover nance structure, which limits the opportunities 
for upgrading and for moving up the value chain, as 
well as for boosting domestic value addition and value 
retention (Gereffi et al., 2005; Mercer-Blackman et al., 
2017; UNCTAD, 2018a). If there is some untapped 
scope for product differentiation (including through 
the use of different fibres), this alone is unlikely to 
provide a decisive spur to an industry that has relied 
largely on cost competitiveness and preferential 
access to developed country markets. Moreover, the 

prospects of LDC graduation loom large in the sector 
and on the overall economy. As highlighted earlier, 
several studies show that the loss of LDC-specific 
preferential market access could entail significant 
increases in the rate of protection faced by exporters 
in Bangladesh (Rahman and Bari, 2018; UNCTAD, 
2016a; WTO and EIF, 2020a). Large tariff differentials, 
coupled with persistent infrastructural and logistical 
bottlenecks, are bound to entail a serious shock to an 
industry for which these dimensions represent major 
drivers of inter national trade and investment flows 
(López Acevedo and Robertson, 2016). Against this 
background, although the textile and clothing industry 
is strongly embedded in the economy of Bangladesh – 
with over 4,600 factories (BGMEA Trade Information, 
2019) – it is likely that the prospects of graduation 
may dampen efforts to attract FDI and induce some 
reorganization in the sector.

Second, another reason for concer n in relation to 
the sustainability of the Bangladesh specialization 
patter n stems from the findings in the literature on 
economic complexity and product space (Hausmann 
and Chauvin, 2015; Hausmann and Hidalgo, 2011; 
Hidalgo et al., 2009).46 The application of this 
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As a consequence, if Bangladesh is to continue 
its growth performance, the imperative to 
diversify into gradually more complex products 
cannot be overestimated. Typically, this process 
is path-dependent and contingent on existing 
capabilities, as it takes place through discrete jumps 
from existing products or activities to gradually 
more sophisticated ones, “moving to the adjacent 
possible” (Hausmann and Chauvin, 2015). 47 In 
Bangladesh, however, such a path dependency 
hides an additional challenge: the product space is 
such that currently exported products lie relatively 
far away from new ones, in particular from new 
products with a relatively greater complexity 
(figure 39). This implies that relatively longer jumps 
are required to move into new exports, a finding that 
could partly explain the persistent challenges faced 
by the country in the process of diversification. 
However, the sustainability of the country’s structural 
transformation, as well as the scope for a broad-
based resilient recovery from the COVID-19 crisis, 
will ultimately hinge on this policy priority and its 
effective implementation.

Finally and more broadly, the advent of robotization, 
industrial digitalization and servicification also raises 
the question of the sustainability of progress by 
Bangladesh in bolstering its productive and export 

47 A recent example of this process was seen as textile and 
garment firms adjusted to the emergence of COVID-19 
by tur ning to the production of personal protective 
equipment, which took place in Bangladesh as well as in 
other economies (Textile Today, 2020; UNCTAD, 2020b).

capacities. 48 These mega trends, which have in many 
ways accelerated in the wake of the pandemic, are 
expected to trigger far-reaching reconfigurations in 
existing GVCs, reducing heightened dependence on 
key suppliers, encouraging reshoring and regional 
embeddedness and potentially weakening the 
importance of labour cost competitiveness (Baldwin 
and Evenett, 2020; Rodrik, 2018; UNCTAD, 2020b; 
UNCTAD, 2020c; UNCTAD, 2020f). Although 
robotization has so far largely bypassed the sectors 
that form the backbone of the specialization 
patter n in Bangladesh, namely textiles, apparel and 
leather, in the longer term, it is plausible that even 
this industry will be affected (UNCTAD, 2017a). 
In addition, gaps in connectivity and logistics are 
weighing down the competitiveness of the country 
even in established industries, thus requiring 
system-wide reforms to upgrade the transport 
and logistics system (Herrera Dappe et al., 2019). 
This underscores the importance of utilizing this 
time window to better prepare for har nessing new 
technologies in the future, rather than falling behind 
vis-à-vis the technological frontier.

In Bangladesh, as in other developing countries, the 
above mega trends underscore the importance of 
fostering technological and skills upgrading, as well 

48 Servicification refers to the increasing importance of 
services in existing production processes and value 
chains. It manifests in the increasing reliance on services, 
whether as inputs, as activities within firms or as outputs 
acquired and sold bundled with goods, and is reflected 
by the growing prominence of the services sector in the 
process of value addition and value capturing.

Figure 38
Bangladesh product space (2018)

Source:Atlas of Economic Complexity (https://atlas.cid.harvard.edu/).
Notes:Each node corresponds to a product (at HS 4 level) and its size is proportional to world’s trade; grey nodes correspond to products that are not 

exported by Bangladesh; other nodes are colour-coded according to the sector: green for textiles; yellow for agriculture, beige for stone; brown for 
minerals; red for metals; purple for chemicals; violet for vehicles; blue for machinery; and light blue for electronics.

https://atlas.cid.harvard.edu/
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as enhancing the innovation ecosystem, to ensure 
a meaningful engagement in technology transfer, 
domestication and adaptation. 49 In principle, the 
country is reasonably well-positioned, at least 
compared with other LDCs, to benefit from the 
“advantages of backwardness” à la Gerschenkron. 
Bangladesh represents a follower in the use of 
advanced digital production technologies, reflecting, 
according to UNIDO taxonomy, above-average import 
market shares for these technologies; moreover, a 
fairly significant share of its formal enterprises display 
some meaningful innovation and digital capabilities 
(Pianta, 2019; UNIDO, 2019). In this respect, the 
Gover nment has recognized the enabling role of ICT 
through its Digital Bangladesh initiative, comprised 
of four pillars: digital gover nment (i.e. public service 

49 The innovation ecosystem can be defined as “the 
evolving set of actors, activities and artefacts, and the 
institutions and relations, including complementary and 
substitute relations, that are important for the innovative 
performance of an actor or a population of actors” 
(Granstrand and Holgersson, 2020:3).

delivery); ICT in business; connecting citizens; and 
human resource development (UNCTAD, 2019b). 
The challenge remains, at this stage in closing the 
gap vis-à-vis the technological frontier, while bringing 
along a plethora of mainly informal producers, 
which is ultimately contingent on the emergence 
of a more diversified and vibrant manufacturing 
basis, as well as the acquisition of complementary 
skills (UNCTAD, 2020b). This requires a strategic 
industrial policy framework, a successful science, 
technology and innovation (STI) ecosystem and 
a more effective articulation of trade policy and 
structural transformation objectives.

4.3 Seeking sustainable 
development �nance

The growth performance of Bangladesh in the 
last 10–15 years has been characterized by a 
considerable investment push, with the investment-
to-GDP ratio consistently exceeding 25 per cent 
of GDP since 2006 and reaching 31 per cent prior 

Figure 39
Distance and product complexity for Bangladesh exports and feasible products

(2018)

Source:UNCTAD Secretariat calculations based on data from the Atlas of Economic Complexity.
Notes:Each point corresponds to a product (at HS 4 level), with triangles indicating products currently exported by Bangladesh, and circles corresponding 

to other feasible products; colour-codes follow the same pattern as in Figure 38.
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to the pandemic. 50 There is little doubt that this 
trajectory is consistent with the economy’s need 
to redress supply-side bottlenecks, in particular in 
terms of infrastructural provision, as highlighted by 
the analysis of PCI components. Long-standing 
investment needs, exacerbated by the necessity 
of financing countercyclical policies in response to 
the pandemic, raise the question of the prospects 
of Bangladesh in terms of domestic resource 
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Figure 40
Bangladesh resource gap

(2000-2018)

Source:UNCTAD secretariat calculations, based on data from United Nations Statistics Division.
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$2 billion in FDI, with ODA reaching $3 billion in the 
latest available year (2018). FDI flows have hovered 
at around $2 billion–$3 billion per year since 2012, 
a relatively low level considering the size of the 
potential market in Bangladesh, as well as its cost 
competitiveness. In relation to ODA, its weight 
relative to total exter nal financial flows (or to the size 
of the economy) remains relatively circumscribed. 
This explains why Bangladesh displays a relatively 
low level of aid dependency although it is the third 
largest aid recipient among LDCs (UNCTAD, 2019a). 
Finally, portfolio investment flows play an overall 
negligible role and are intrinsically characterized by a 
fluctuating trend.

While all of the above categories of financial flows 
contribute, from a national accounting point of view, 
to financing the trade deficit and resource gap, 
they have distinct intrinsic features that shape their 
potential contribution to sustainable development. 
Starting with remittances, the diaspora of 
Bangladesh has traditionally been among the 
world’s greatest and remittances have traditionally 
played a critical role in the economy and for the 
millions of households that rely on them to support 
their livelihoods. For the most part, labour migration 
from Bangladesh, whether destined for the Middle 
East or South-East Asia, has involved unskilled 
and semi-skilled male workers. The surge in female 
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4.4 Addressing heightened 
environmental vulnerability

The environmental vulnerabilities underscored in the 
analysis of EVI are unrelated to the LDC graduation 
process, yet will shape its outcome and the 
country’s development trajectory in a profound and 
wide-ranging manner. Therefore, it is of paramount 
importance that they be accounted for in all related 
policymaking processes and in preparing for a 
smooth transition strategy.

If there are some uncertainties as to the fate of the 
Paris Agreement, it is equally worrying that estimates 
of the global emissions under the current nationally 
stated mitigation ambitions suggest that the latter 
may be insufficient to limit global warming to 1.5°C 
above pre-industrial levels (IPCC, 2018). Under these 
circumstances, rising temperatures can be expected 
to increase the frequency of extreme weather events 
and lead to a progressive rise in sea levels, which in 
tur n could have a dramatic impact on communities 
living in low-lying coastlands (UNCTAD, 2010).

This scenario threatens to jeopardize the significant 
progress made by Bangladesh, which, as recognized by 
NAPA, “is one of the most climate vulnerable countries 
in the world” (MOEF, 2009:xv). Climate change and 
the attendant increase in the frequency and intensity 
of natural disasters will potentially have adverse effects 
in a number of dimensions, from agricultural yields 
to sustainable urbanization and from energy access 
to transport and logistics provision (MOEF, 2009). 
Moreover, this scenario risks exacerbating entrenched 
inequalities, resulting in what has been dubbed “climate 
apartheid”, whereby the most vulnerable also tend to 
be the hardest hit by climate change and environmental 
degradation (IPCC, 2018; United Nations, 2020c).

Against this background, the fundamental importance 
of cutting carbon dioxide emissions and investing in 
climate change adaptation (in particular, climate-resilient 
infrastructure) cannot be overemphasized. Equally, 
there is an emerging recognition that climate change 
considerations should be duly reflected in the 
operations of central banks and more broadly of entire 
financial systems, given the nature and magnitude of 
associated risks (Campiglio et al., 2018; Espagne et al., 
2020; Grippa et al., 2019). All of the above will require 
some readjustment of the macroeconomic framework. 
Moreover, the size of associated investment needs is 
daunting and climate change adaptation had remained 
significantly underfinanced even before the pandemic 
(UNCTAD, 2019a).

These considerations apply globally but are all the more 
important in Bangladesh. The particular vulnerability of 

the country in this respect is seen in figure 43, which 
juxtaposes IMF estimates of public investment needs 
in climate change adaptation with aid flows in 2018 
for this purpose. Considering its position in the figure, 
Bangladesh stands out due to both its significant 
investment needs and the funding gap, notwithstanding 
the fact that the country is among the world’s largest 
recipients of aid for climate change adaptation.

Analysing the impact of multifaceted environmental 
vulnerabilities on the sustainable development 
prospects in Bangladesh and the potential coping 
strategies that could be put in place is a challenging 
task that goes beyond the purpose of this report. The 
following is a non-exhaustive set of policy priorities 
that may be considered:

• Bolstering the mobilization of climate finance and 
of environmentally conscious investors to finance 
a climate-resilient recovery.

• Prioritizing investment in climate-resilient 
infrastructure and low-carbon technologies 
(including in relation to the energy mix and 
sustainable urbanization).

• Proactively fostering access to digital and green 
technology by making use of existing policy space 
in this respect.

• Exploring the feasibility of extending social 
protection and/or insurance schemes to protect 
the most vulnerable groups from the adverse 
effects of climate change on their livelihoods.

• Monitoring the potential implications of climate 
change risks for the financial sector and building 
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criteria. The pandemic and the ensuing global 
recession have interrupted a period of rapid economic 
growth, underpinning significant advances in terms of 
poverty reduction and social development outcomes. 
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regional integration could also offer a valuable platform 
to strengthen South–South initiatives for scientific 
collaboration and technology and knowledge transfer.

In the context of LDC graduation, it is all the more 
important that the phasing out of LDC-specific 
inter national support measures does not disrupt 
the promising trajectory on which Bangladesh has 
embarked. To this end, it might be important to 
proactively engage trade partners in relation to smart 
smooth-transition strategies capable of ensuring 
consistency between trade and investment regimes 
and the country’s development needs, notably in 
terms of available policy space.

More broadly, although LDC graduation is not 
expected to trigger dramatic changes in terms of the 
availability of development finance, pre-pandemic 
trends were already far from the inter nationally 
agreed targets, whether in relation to ODA (target 
17.2 under the Sustainable Development Goals) 
or climate finance ($100 billion per year, under the 
terms of the Paris Agreement), nor does the current 
downtur n bode well for the future. Against this 
background, the quest of Bangladesh for adequate 
sustainable development finance and for appropriate 
access to climate-related technologies should not be 
overlooked by its development partners, not before 
graduation and not afterwards.
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Annex

Key strategic considerations for graduation 
with momentum by Bangladesh
Complementing the vulnerability profile, this annex outlines key strategic considerations for graduation with 
momentum by Bangladesh, for an “augmented LDC graduation strategy” (Bhattacharya, 2020). This is in line with 
the mandate enshrined in General Assembly resolutions 59/209 and 67/221, which “requests the entities of the 
United Nations system to provide targeted assistance, including capacity-building, to graduating countries… in 
support of the formulation and implementation of the national transition strategy” (A/RES/67/221, paragraph 13). 
The overarching objectives underpinning this plan would be to effectively use the time window until graduation 
(plus any relevant transition period) to ensure that:

(a) Appropriate measures are taken, domestically and/or through adequate engagement with development 
partners, to mitigate the impact of the phasing out of LDC-specific ISMs;

(b) Thorough preparations are made to gradually build the competitiveness of productive sectors for the 
post-graduation scenario and this milestone is mainstreamed into national development strategies 
articulated in the upcoming five-year plan and Perspective Plan 2021–2041;

(c) Renewed support and resources are mobilized and action taken in order to address the lingering sources 
of vulnerability that could jeopardize the sustainable development progress of Bangladesh, towards 
graduation and beyond.

In relation to the first objective, a number of documents have already provided a mapping of the likely impacts of 
the phasing out of LDC-specific ISMs, notably in the domain of trade, which would arguably be the most affected 
area (CDP and DESA, 2019; UNCTAD, 2016a; WTO and EIF, 2020a). Useful insights on the consequences of 
graduation from the LDC category, as well as on broader elements of the industrial policy framework, could also 
be drawn from ad hoc consultations with business associations, trade unions and private sector actors (including 
lead firms in key GVCs). This could provide a basis for engaging development partners early-on concer ning 
how to mitigate the impact of the phasing out of LDC-specific ISMs. For example, given its importance as a 
destination market for Bangladesh, it would be vital to use this information to engage the European Union in order 
to assess prospects for GSP and GSP+ preferential treatment (considering that GSP schemes will be revised in 
2023) and explore the possibility of obtaining some flexibilities in relation to rules of origin. Similarly, it might be 
worth clarifying with trade partners that do not have a well-established transition period between graduation and 
the loss of preferential market access the terms and conditions of this switch of regime.

With reference to the second objective (namely, preparing for post-LDC status, consistently with national 
development strategies), the vulnerability profile and DTIS, among others, have underscored the importance of 
pursuing diversification and strengthening domestic backward and forward linkages to overcome the heightened 
dependency on a narrow range of exports. In this context, it is of paramount importance that Bangladesh 
make the most of the remaining time until graduation from the LDC category, strategically utilizing dedicated 
support, available technical assus,hyyninge the sustainable develo/N 35 >>BDC  0.007 Tw T* [uy2037c ISMs. For example, giute the impact of 8 (ef This coud )0.uith nacaute
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productive purposes and strengthen diaspora engagement will become even more central to the post-pandemic 
recovery. In this context, discussions on graduation may also offer a platform to examine with key partners 
concrete options for supporting stronger diaspora engagement, in particular in terms of the contribution of 
migrants as knowledge and entrepreneurship brokers, as well as facilitators of trade and investment flows. 
Beyond horizontal (i.e. erga omnes) efforts to improve the institutional framework and enhance investment 
promotion, bold entrepreneurship and industrial policies could foster a shift towards innovative and higher value 
added activities.

With climate change impacts set to become more pronounced, the remaining window of opportunity until 
graduation from the LDC category should also be used to bolster support for the implementation, monitoring and 
review of the National Adaptation Programme of Action (NAPA), prioritizing the use of dedicated ISMs that might 
no longer be available upon graduation (such as the LDC fund). Of particular relevance will be gaining a better 
understanding of the far-reaching ramifications of climate change effects on the country’s economy, society at 
large and ecosystems and developing adequate expertise and institutional capacities to implement, monitor and 
review NAPA, as well as to link it more explicitly with the country’s sustainable development strategy.

As “the focal point in the United Nations for the integrated treatment of trade and development and interrelated 
issues in the areas of finance, technology, investment and sustainable development” (Nairobi Maafikiano, 
paragraph 12), UNCTAD stands ready, in coordination with other relevant entities of the United Nations system, 
to support the Gover nment of Bangladesh in its efforts to deliver on graduation with momentum and develop an 
effective smooth transition strategy.
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