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CHAPTER THREE 

 

AN OVERVIEW OF BANGLADESH ECONOMY: SOME IMPORTANT 

MACROECONOMIC VARIABLES OF BANGLADESH ECONOMY 

 

3.1 Introduction  

Bangladesh has become independent in 1971 from Pakistan at the expense of 3 million 

lives in a bloody war of liberation. The war almost completely destroyed the physical 

infrastructure of the country. U.S. Secretary of State, Henry Kissinger had 

disparagingly called it a “bottomless basket”. Bangladesh is now an emerging economy 

in South Asia, with her annual exports of some $25 billion mainly from Knitwear and 

garment products, remittances equivalent to $14 billion in 2012 and a gross domestic 

product (GDP) growth of over 6.0 percent despite its confrontational politics and global 

economic slowdown over the last few years (Helal and Hossain, 2013). 

 

Bangladesh adopted a series of reform policies in the 1980s particularly in areas of 

trade, finance, and capital account towards a liberal economic regime. Major economic 

reform initiatives in Bangladesh in the 1980s and early 1990s resulted in the 

implementation of a package of Structural Adjustment Policies (SAP) sponsored by the 

Breton Woods institution under the support of the World Bank and the IMF. 

Bangladesh initiated trade liberalization by the relaxation and withdrawal of import 

quota restrictions along with the unification of the exchange rate and devaluation of the 

domestic currency. Starting from mid-1980s tariff and non-tariff barriers were reduced 

substantially (Hossain, 2013). 

 

If we consider GDP’s position in the world of Bangladesh it was 56 in 2014 and total 

GDP of Bangladesh was 172887 Millions of US Dollars which is just about 0.22 % of 

world’s GDP (World Development Indicators database, World Bank, 17 February, 

2016) 

 

Total population in 2014 in Bangladesh was 159078 thousands and rank of Bangladesh 

in the world population was 8th .About 2.19 % of world population lives in Bangladesh 

The ratio of male to female population in Bangladesh in the year 2014 was 50.49: 

49.51(World Development Indicators database, World Bank, 22 December, 2015). 
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Figure 3.1: Map of Bangladesh 

 
Source: http://www.mapsofworld.com/bangladesh/# 

 

The growth rate of population has decreases gradually from 1977 to 2014. In 1979 the 

growth rate of population of Bangladesh was 2.81% and in 2009 it became 1.1% of 

total population. The population, ages 15-64, has increased gradually. From the period 

of 1977 to 2014 the population of ages 15-64 has increased by about 5.65 % of total 

population (World Development Indicators database, World Bank, 22 December, 2015). 

Higher proportion of this group of population is the backbone of the economy and 

higher potentiality of higher economic development of the country.  

 

Official name of Bangladesh is People's Republic of Bangladesh. Dhaka is the capital 

of Bangladesh. The Bangladesh is located in South Asia. It is a sovereign state and 

shares its borders with India from all the sides except for Burma in the southeast and 

Bay of Bengal in the south. Bangladesh covers an area of 147570 square kilometer. Its 

geographic coordinates are 2400N; 9000E. The currency of Bangladesh is Taka. Its ISO 

4217 code is BDT and is issued by the central bank of the country. Major industries of 

the country are cotton textiles, jute, garments, tea processing, leather, fish, paper and 

newsprint, cement, sugar, and cane. Major trade flows are with US, Germany, France, 
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Netherlands, Italy, Kuwait, Japan, China, Hong Kong, India, and Singapore 

(http://www.mapsofworld.com/bangladesh/facts.html) 

 

Total land area of Bangladesh is 130170 square kilometer. Population density (people 

per sq. km of land area) of the country has increases from 1977 to 2014. In the year 

1977, the density was 575 people per sq. km of land area and in the year 2014 it 

became 1222 people per sq. km of land area (World Development Indicators database, 

World Bank, 22 December, 2015) 

 

Official name of Bangladesh is People's Republic of Bangladesh. Dhaka is the capital 

of Bangladesh. The Bangladesh is located in South Asia. It is a sovereign state and 

shares its borders with India from all the sides except for Burma in the southeast and 

Bay of Bengal in the south. Bangladesh covers an area of 147570 square kilometer. Its 

geographic coordinates are 2400N; 9000E. The currency of Bangladesh is Taka. Its ISO 

4217 code is BDT and is issued by the central bank of the country. Major industries of 

the country are cotton textiles, jute, garments, tea processing, leather, fish, paper and 

newsprint, cement, sugar, and cane. Major trade flows are with US, Germany, France, 

Netherlands, Italy, Kuwait, Japan, China, Hong Kong, India, and Singapore 

(http://www.mapsofworld.com/bangladesh/facts.html) 

 

3.2 GDP and Sectoral Composition of Bangladesh (1977-2014) 

From Table 3.1 and the World Development Indicators database, World Bank, 22 

December, 2015, we see that during 1977 to 2014, GDP of Bangladesh has increased 

gradually. From 1978 to 2014 the GDP of Bangladesh increases from 14930.33 Crore 

Taka to 1343674.4 Crore Taka (About 90 times). The average annual growth rate of 

GDP of Bangladesh was 13.05%. The maximum growth rate of GDP in Bangladesh 

was in 1978 (34.5%) and in 1993 the growth rate was just 4.87%. In 1996 the annual 

growth rate was about 22.5%. Annual average growth rate of per capita GDP of the 

country is about 10.76%. The highest growth rate of per capita GDP was in 1978 and 

lowest growth rate was in 1993.The growth rate of GDP was always higher than the per 

capita GDP in Bangladesh but the differences between them decrease gradually from 

1978 to 2014. That is, the population growth rate in Bangladesh also decreases from 

1978 to 2014 gradually. 
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Figure 3.2: GDP and Annual Growth Rates of GDP and Per Capita GDP of 

Bangladesh (1978-2014) 

 
Source: Constructed from the Data of World Development Indicators (WDI), World Bank, 

2015 

 

From the Figure 3.2 and the World Development Indicators database, World Bank, 22 

December, 2015, we find the annual average share of agriculture, industry and service 

sectors in GDP during 1977 to2014 are about 27.6%, 22.8 % and 49.6% respectively. 

The share of agriculture has declined gradually from 1978 to 2014. In the year 1978, 

the share of agriculture was 54.3 % of country’s GDP and in the year 2014 it becomes 

to 16%.The share of service sector and industry sector have increased gradually from 

1977 to 2014.The share of industry in the year 1978 was 14 % but it became about 

27.6 % in the year 2013. On the other hand the share of service sector in the year 1978 

was 31.4% and it became about 56.3% in the year 2014. 

Figure 3.3: Sectoral Composition of Bangladesh Economy (1977-2014) 

 
 

Source: Constructed from the Data of World Development Indicators (WDI), World Bank, 

2015 
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Figure 3.4: Annual Growth Rate of Sectoral Composition of Bangladesh Economy 

 
Source: Constructed from the Data of World Development Indicators (WDI), World Bank, 

2015 

 
From the Figure 3.3 and the World Development Indicators database, World Bank, 22 

December, 2015, we find that the annual average growth rate of agriculture, industry 

and service sectors were 10%, 14.5% and 14.7% respectively. In the years 1980, 1991 

and 1993, the growth rates of agriculture sectors were negative. In the year 1980 the 

growth rate of agriculture was -30.5%. At that year industry and service sectors adjust 

the overall growth of the economy by contributing larger share to the economy. At that 

year the growth rate of industry and service sectors were about 52% and 73.4% 

respectively. Again we find that growth rate of industry sector was quite stable during 

our study period. The growth rate of service sector was above the 30% in the years 

1985 and 1996. 

 
3.3 Household Final Consumption Expenditure (1977-2014) 

From the Figure 3.4 and the World Development Indicators database, World Bank, 22 

December, 2015, the household final consumption expenditure of the country also 

increases gradually from the year 1977 to the year 2014. In the year 1977 the total 

household final consumption expenditure was 13247 Crore Taka and it became 975768 

Crore Taka in the year 2014(about 73.67 times larger). Annually, in average the 

country’s total final consumption expenditures is about 238750 Crore Taka during the 

period of 1977 to 2014. The annual growth rate of the household final consumption 

expenditure of the country was lowest (3.72%) in the year 1991 and it was highest 
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(41.73%) in the year 1978. The average annual growth rate the household final 

consumption expenditure of the country was about 12.5%. 

 

Figure 3.5:  Household Final Consumption Expenditures and Its Annual Growth 

   Rate of Sectoral Composition of Bangladesh Economy 

 
Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  

 

3.4 Gross Capital Formation (Investment) and Gross Domestic Savings (1977-

2014) 

From the Figure 3.5, Figure 3.6 and the World Development Indicators database, 

World Bank, 22 December, 2015, we find that Gross Capital Formation (Investment) 

and Gross Domestic Investments both have increased during the period of 1977-2014. 

In the year 1977, the amount of investment was 1720.4 Crore Taka and it became 

383994 Crore Taka in the year 2014.The total investment has increase in the year 2014 

about 223 times higher than the year of 1977. On the other hand, in the year 1978, the 

amount of savings was 326 Crore Taka and it became 296188 Crore Taka in the year 

2014. The total saving has increase in the year 2014 about 908 times higher than the 

year of 1978.Annual average investment and Savings during the period of 1977 to 

2014 were 79632 Crore Taka and 59708 Crore Taka respectively. Investment in % of 

GDP was always higher than the saving in % of GDP all over the year.  
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Figure 3.6 Gross Capital Formation (Investment) and Gross Domestic Savings 

(1977-2014) 

 

Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  

 

Figure 3.7 Gross Capital Formation (% of GDP) and Gross Domestic Savings (% 

of GDP) 

 

Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  

 
3.5 Exports and Imports (1977-2014) 
From the Figure 3.7, Figure 3.8 and the World Development Indicators database, 

World Bank, 22 December, 2015, we find that exports and imports both have increased 

during the period of 1977-2014.Amount of imports remain always higher than the 

imports. There is always trade deficit in the economy of Bangladesh.  In the year 1977, 
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the amount of exports value was of  1051 Crore Taka and the amount of imports value  

was of about 1849 Crore Taka. There was a trade deficits of 798 Crore Taka. The trade 

deficits increase to 87806 Crore Taka in the year 2014 about 110 times higher than 

trade deficits of the year 1977.In the year 1984, the exports was 3.4% of GDP and it 

increases to 20.2% in the year of 2012. In the year 1987, the imports as a % of GDP 

were 11.7% and in the year 2012 it increases to about 28%.  

 

Figure 3.8 Exports and Imports in Crore Taka (1977-2014) 

 
Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  

 

Figure 3.9 Exports and Imports in Crore Taka (1977-2014) 

 
Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  
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3.6 General Government Expenditure and Money and Quasi Money, M2 (1977-

2014) 

From Figure 3.9 and the World Development Indicators database, World Bank, 22 

December, 2015 we find that the annual average of general government expenditures 

and the annual average of money and quasi money were 15925.5 Crore Taka and 

154551 Crore Taka respectively during the period of 1977 to 2014. The annual average 

of money and quasi money is about 9.7 times higher than the annual average of general 

government expenditures. The annual average growth rate of money and quasi money 

is also higher (about 4.3%) than the annual average growth rate of general government 

expenditures. 

 

Figure 3.10 Annual Growth Rates of Government Expenditure and Money Supply 

(%) 

 
Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  

 

3.7 Foreign Direct Investment (1977-2014) and Net Official Development 

Assistance (1977-2013) 

From the Figure 3.10 and the World Development Indicators database, World Bank, 22 

December, 2015 we find that the annual average of foreign direct investment and net 

official development assistance were 2687.6 Crore Taka and 6592.5 Crore Taka 

respectively. The amounts of net official development assistance are larger than the 

amount of foreign direct investments. In the year 2014 the flow of foreign direct 

investment was 19386.6 Crore Taka. In the year 2013 the flow of net official 

development assistances was 20846.6 Crore Taka. Up to 1996, the flow of foreign 
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direct investment was very few. From 1997 the flow of foreign direct investment 

increases rapidly.  

Figure 3.11 Foreign Direct Investments (1977-2014) and Net Official Development 

Assistances (1977-2013) 

 
Source: Constructed from the Data of World Development Indicators (WDI), World 

Bank, 2015  

 

3.8 Inflation, GDP Deflator (Annual %) 

From the Figure 3.11, the rate of inflation in Bangladesh was highest in the year 1978. 

The rate of inflation in 1978 was 25.6%. In the year 1977 there was deflation in the 

economy of Bangladesh. In the year 1993 the inflation rate was just 0.15%. There were 

above 10 % rate of inflation in the years 1979, 1980, 1985, 1987 and 1996. After 1996, 

the economy of Bangladesh was able to control the inflation rate. The inflation rates 

were below 10%. 

Figure 3.12 Inflation, GDP Deflator (Annual %) 

 
Source: Constructed from the Data of World Development Indicators (WDI), World Bank, 

2015.




