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Says chief economist at the UK’s Foreign, Commonwealth & Development Office

Adnan Khan

Bangladesh needs to provide quality public goods and services, raise productivity and
adapt to technological advancement-induced challenges to maintain its growth
towards its aim to become an upper-middle-income country, said an economist
working for the British government yesterday.

Soon to make the status graduation from a least-developed country (LDC),
Bangladesh will face a new set of challenges, said Professor Adnan Khan, chief
economist and director for Economics and Evaluation Directorate at the Foreign,
Commonwealth & Development Office.

"So, it will have to provide high-quality goods and develop deeper sustained capacity
for doing so, enable private entrepreneurs to unlock growth through raising
productivity, and innovate and adapt to future challenges of the transformation of
technology."

Khan was delivering a public lecture titled "State Effectiveness and the Challenge of
Development" organised by the Policy Research Institute of Bangladesh (PRI) at the
Amari Dhaka hotel.
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Bangladesh's success in the economic and social indicators was miraculous, driven by
a large domestic market, a demographic dividend, remittance flows, garment exports
and relatively stable macroeconomic conditions, he said.

"Bangladesh is an unsung development story...an example for developing countries."

However, the economy has been facing some challenges over the last decade, said
Khan.

This remarkable progress has slowed partly for global conditions and partly for
domestic reasons, he said, citing data of slow gross domestic product (GDP) growth
rate, decline in job growth and shrinking contribution of exports to the GDP.

Inflation has also remained persistently high since the middle of 2022.

As Bangladesh is going to be an upper-middle income country, it will need high levels
of revenues to deliver high-quality public services, he said.

"The tax system should be broad-based and equitable for all."

The tax to GDP ratio in Bangladesh was 7.6 percent in 2021 which was below the
average of 10.7 percent for middle-income countries.

In order to improve tax mobilisation, Khan suggested ensuring quality public services
so that people become encouraged to pay taxes.

"The key to improving taxation lies in the effectiveness of the state in providing
public services."

The economist also went on to say that the government needed to increase the use of
technology and information, ensure enforcement of laws and incentivise tax
inspectors.

"Low revenue mobilisation is not due to low tax rates, but rather due to fewer
instances of law enforcement. So, enforcement is crucial.”

To raise tax collection, Khan recommended improving the trust people have on the
government.



"Where there are more checks and balances, there is higher trust. And when trust is
higher, voluntary compliance to pay tax is higher."

Khan also touched upon climate change increasing the risks towards growth and
resilience, recommending focusing on investments in adaptation in the delta regions.

"Greater export diversification and more foreign direct investment will help the
economy reach the goal of upper-middle income status."

Khan also suggested improving the quality of education so that it could help make the
economy more productive and narrow the gap in human capital with other countries in
the region.

"Skills of tax officials need to be improved so that their understanding on financial
statements is up to the mark," said Mashiur Rahman, the prime minister's economic
affairs adviser.

Sometimes, tax officials create problems for entrepreneurs by being unable to
properly understand financial reports, he said.

"The tax rate should be such that taxpayers are incentivised to invest and create more
jobs."

He said many companies do not properly maintain financial records, which creates a
big problem in tax collection.

On improving education, Rahman said primary and secondary education should be
attuned to enabling the country to switch to advanced technology.

Zaidi Sattar, chairman of the PRI, chaired the session.
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Dr. Mashiur Rahman, Economic Affairs Adviser to the Prime Minister, speaks at a public lecture on 'State Effectiveness and the
challenge of development' in the city on Tuesday. Dr Zaidi Sattar, Chairman of Policy Research Institute of Bangladesh (PRI),
and Professor Adnan Khan, Chief Economist and Director for Economics and Evaluation Directorate in the UK Government's
Foreign, Commonwealth & Development Office (FCDO), were also seen.
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Bangladesh needs to pay serious attention to three key areas, including increasing
domestic revenues and building capacity, to tackle upcoming challenges, to
sustain its "miraculous successful development stories" in the future, said FCDO
Chief Economist Professor Adnan Khan.

During a public lecture in Dhaka on Tuesday, Mr Khan said that Bangladesh's
remarkable success stories offer tremendous potential for the future.

The programme was jointly hosted by the Policy Research Institute of Bangladesh
(PRI) and the Foreign, Commonwealth & Development Office (FCDO).

At the public lecture, the economist pointed out that the country is now confronted
with a fresh set of development challenges, primarily related to state effectiveness.

To overcome these hurdles, Bangladesh needs to concentrate on three crucial
areas: firstly, ensuring the provision of high-quality public goods and cultivating
deeper, sustained capacity to do so; secondly, empowering private entrepreneurs
to drive growth by enhancing productivity; and thirdly, fostering innovation and
adaptability to face future challenges.

Mr Khan, formerly the Research and Policy Director at the International Growth
Centre (IGC), said Bangladesh's tax-to-GDP ratio, currently below 8.0 per cent, falls
short of the average for middle-income countries, which stands at 10.7 per cent.

"It needs to be increased further," he told the public lecture.

The event was chaired by PRI Chairman Dr Zaidi Sattar, while Economic Adviser to
the Prime Minister Dr Mashiur Rahman was present as the chief guest.

The FCDO chief economist recommended implementing necessary structural
reforms to foster trust among taxpayers and incentivise top performers within the
tax collection system.

He said an improved provision of public services results in greater citizen
willingness to contribute, ultimately leading to higher revenue collection.

The economist emphasised the importance of export diversification and increased
foreign direct investment (FDI).



A diversified export basket and pouring in FDI, according to the economist, would
enhance resilience to global shocks, promote the adoption of technology and
boost productivity while providing an additional source of foreign currency
earnings.

To ensure sustainability in the rapidly evolving global macroeconomic landscape,
he also called for enhancing the quality of education. This, he argued, would
contribute to a more productive economy.

He said the threat of climate change poses an escalating risk to growth and
resilience. Projections indicate that climate change could lead to a one-third
reduction in Bangladesh's agricultural GDP by 2050.

"The need for investment in adaptation is high, particularly in the delta regions,"
he added.

Speaking as the chief guest, Dr Mashiur Rahman said tax officials need to
understand the needs of industries or businesses and conduct themselvesin a
manner that maintains entrepreneurs' confidence in the system.

"It is difficult to enforce the law through quasi-measures, as these measures only
account for a small portion of tax leakage or erosion," he added.

Dr Rahman also argued that taxes should not only consider current income but
also take into account the impact they would have on entrepreneurs.

He suggested tax rates should be set in a way that encourages taxpayers to invest
more, undertake additional operations and increase production.

jubairfe1980@gmail.com
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Bangladesh's success has been driven by a large domestic market, a demographic dividend,
remittance, RMG and relatively stable macroeconomic conditions
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The recent global economic disruptions pose several challenges for Bangladesh's progress and
development in the future. Challenges include generating domestic revenue, attracting foreign
direct investment (FDI), and diversifying exports, all while increasing investments in climate
change mitigation and quality education.

During a Public Lecture event titled "State Effectiveness and the Challenge of Development,"
Adnan Khan, chief economist and director for Economics and Evaluation Directorate in the
Foreign, Commonwealth & Development Office (FCDO), expressed that the commitments made
under the IMF program will contribute to enhancing Bangladesh's overall macroeconomic
situation.
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In his speech as the Chief Guest, Mashiur Rahman, adviser to the prime minister for Economic
Affairs, noted that taxpayers often lack confidence in the government's ability to utilize tax
funds effectively. He emphasized that this issue can arise when the government lacks strong
local support. Additionally, he highlighted the shortage of skilled officials as a significant
obstacle to increasing tax collection. Prior to this, Khan had delivered his presentation.

In his presentation he said that Bangladesh is a development success story. Following
independence in 1971, Bangladesh was one of the poorest countries in the world. Fifty years
later, the country is on the verge of graduating from the status of a Least Developed Country
(LDC) in 2026.

Success has been driven by a large domestic market, a demographic dividend, remittance flows,
exports of readymade garments (RMG) and relatively stable macroeconomic conditions.

GDP per capita (current USS) - a measure of economic progress - has climbed from$295 in 1990
to $2,688 in 2022, placing Bangladesh above its neighbours India, Nepal and Pakistan.

The proportion of the population living in extreme poverty, defined as surviving on less than
$2.15 a day, fell remarkably from 41.9% in 1991 to just over 13.5% in 2016.

The number of girls enrolled in primary school rose from 69% in 1990 to 94% in 2008.

In the last decade, this remarkable progress has slowed, and recent shocks to the global
economy have also had an impact.

The presentation stated that the rate of poverty reduction has slowed down since around 2000
and job growth has also reduced. The contribution of exports to GDP fell from a peak of 20% in
2012 to 13% before the global pandemic in 2019.

Covid-19 caused growth to decelerate from 7.9% in 2019 to 3.4% in 2020 as global demand
tightened and inflation has remained persistently high since around mid-2022.

As Bangladesh leaves LDC status behind and aims to become an upper-middle-income country,
it will face a new set of challenges.

Higher levels of government revenues will be needed to deliver higher quality public services.
The ratio of tax-to-GDP in Bangladesh (7.6% in 2021) is below the average for middle-income
countries (10.7%) and less than half of its neighbour Nepal (17.8%).

The commitments taken under the IMF programme will help to improve this.

The threat of climate change poses an increasing risk to growth and resilience. Climate change is
forecast to result in the loss of one-third of the agricultural GDP in Bangladesh by 2050 and
could lead to 13.3 million internal climate migrants. The need for investment in adaptation is
high, particularly in the delta regions.



Greater export diversification and more foreign direct investment (FDI) would help the economy
reach the goal of upper-middle-income status.

In 2021, textiles and footwear made up 93% of Bangladesh’s goods exports, and FDI was
equivalent to just 0.4% of GDP, compared to 4% in Vietnam. Diversification and FDI would
increase resilience to global shocks, improve technology adoption and productivity, and provide
an additional source of foreign currency earnings.

In the end, he said: “Improving the quality of education will also help to make the economy
more productive and narrow the gap in human capital with other countries in the region.”
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An economist at a programme on Tuesday said that trust between the tax administration and the
taxpayers was the key to promoting the tax compliance culture.

UK Foreign, Commonwealth and Development Office economics and evaluation directorate chief
economist and director Adnan Khan made the observation at a public lecture arranged by the Policy

Research Institute of Bangladesh in partnership with the FCDO at a hotel in the capital Dhaka on the day.

Adnan delivered the public lecture on state effectiveness and the challenge of development.

Prime minister’s economic affairs adviser Mashiur Rahman attended the programme as chief guest.
Adnan said, ‘Bangladesh has remarkable achievements in terms of gross domestic product growth,
poverty rate reduction, export earnings contribution and female labour participation.’

‘For transforming into a developing country, there are a number of new, short-term and long-term
barriers for Bangladesh,” he said.

Among them, inflation, revenue mobilisation, foreign exchange reserve, debt payments, climate change
impact, export diversification, attracting foreign direct investment and improving quality of education
are serious concerns for the country, he said.

‘Lower revenue mobilisation is not due to low tax rates, it’s all about enforcement as most of the
developing countries’ tax rate is lower,” he said.

He suggested introducing separate tax units for large, medium and marginal taxpayers for ensuring
equity.

He said, ‘Leveraging technology and improving the capacity of tax administration are also a part of
incentive for the taxpayers that also help to ensure high trust among the taxpayers and the tax officials.’
‘Trust comes from accountability which is also strengthened by ensuring tax benefits linkage and low
taxation rate,” he said.

Mashiur said, ‘Tax is a fascinating thing in the context of Bangladesh while a group of people is paying
tax willingly and the rest are reluctant to be compliant.’

‘Middle-income taxpayers are more vulnerable to availing tax incentives, but in reality, they are bearing
extra tax burden as the tax net is limited,” he said.

He said that the main problem of taxation in Bangladesh was the way of assessing equity and assets.
‘Urban land taxation process in Dhaka is very difficult as the actual value of land is always manipulated
in terms of tax calculation,” he said.

PRI chairman Zaidi Sattar moderated the programme.

Members from the academia, the business community and the development community also attended

the programme.
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UK’s top economist lauds Bangladesh’s
economic progress

https://www.daily-sun.com/printversion/details/712001/UK%E2%80%99s-top-economist-lauds-Bangladesh%E2%80%99s-economic-progress

Staff Correspondent

13 September, 2023 12:00 AM

Prof Adnan Khan

Prof Adnan Khan, Chief Economist of the UK’s Foreign, Commonwealth and Development
Office (FCDO) has appreciated Bangladesh economy comparing neighbouring countries in
context of per capita GDP (gross domestic products).

The comments came during a lecture organised by the Policy Research Institute (PRI) in Dhaka
on Tuesday.
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"From a mere $295 in 1990, the GDP per capita has surged to $2,688 in 2022. This remarkable
growth places Bangladesh ahead of its neighbours India, Nepal, and Pakistan," said Prof Khan.

The lecture, titled 'State Effectiveness and Challenges of Development', was aimed at reviewing
the Bangladesh economy through the lens of foreign economists. Prime Minister’s economic
affairs advisor Dr Mashiur Rahman was the chief guest, while PRI Chairman Dr Zaidi Sattar
moderated the discussion.

Prof Khan pointed out that Bangladesh needs to diversify its exports on a larger scale to attract
significant foreign direct investment (FDI) and to ascend to the status of an upper-middle-income
country.

"In 2021, textiles and footwear constituted a staggering 93 percent of Bangladesh's goods
exports, while the FDI was a mere 0.4 percent of GDP. This is in stark contrast to countries like
Vietnam, where FDI makes up about 4 percent of the GDP," Khan added.

The UK's chief economist emphasised that improvements in the quality of education would make
the economy more productive and bridge the human capital gap with other countries in the
region. A career academic, Khan has extensively focused on development economics, political
economy, entrepreneurship, and public sector reform. He has taught at illustrious institutions like
the London School of Economics and Harvard Kennedy School.

He also raised concerns about the looming threat of climate change, which poses increasing risks
to growth and resilience in Bangladesh. "It's forecasted that by 2050, climate change could wipe
out one third of the agricultural GDP in Bangladesh and could result in 13.3 million internal
climate migrants, especially in delta regions,” said Khan, emphasising the need for high
investments in climate adaptation measures.

In his speech, Dr Mashiur Rahman stated that the influx of foreign direct investment into any
country largely depends on its technical capabilities.

"Developing countries often struggle to implement frontier technologies due to a lack of
knowledge. To cultivate a robust economy, focus should be placed on technical education rather
than social sciences," he said.

Eminent economists like BIDS Director General Binayak Sen and CPD distinguished fellow Prof
Mustafizur Rahman also participated in the open discussion that followed.

12



BUSINESS IR 4

Speed of development slowed
down

https://bmirror.net/speed-of-development-slowed-down/

Commonwealth economist Adnan says in public lecture

BM report

The speed of real development of the economy in Bangladesh has been
slowed down in the current decade, said an internationally renowned
economist.

“The speed of development of Bangladesh has decreased slightly in the last
one decade with rates of poverty reduction and employment growth have
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been decelerated,” said Dr. Adnan Khan, Chief Economist of the UK
Commonwealth and Development Department’s (FCDO) Department of
Economics and Evaluation.

While delivering a public lecture, in a city hotel on Tuesday, organized by the
Policy Research Institute (PRI), Adnan pointed out that exports have declined
as a percentage of GDP with also a discomforting increase of foreign debts
and decrease of forex reserve. The list of Made in Bangladesh exportable
products need to be enlarged and diversified soon, he suggested

High inflation in Bangladesh for more than a year is also not a good sign, he
said.

Bangladesh must have to increase her government revenue to ensure quality
services to the people he said. “The GDP tax ratio here is so low to fit with
that of a middle income country,” he noted.

Mosiur Rahman, the Prime Minister’s economic advisor was the chief guest at
the function presided over by PRI Chairman Zaidi Sattar.

On low tax turnover in Bangladesh, Masiur said that administrative reasons are
more responsible than political reasons for non-increase in tax collection.
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Bangladesh is facing four major challenges
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Bangladesh is facing four major challenges
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Bangladesh is facing four major challenges. These are increasing revenue to provide quality
government services to the people, addressing climate challenges, diversifying exports and
increasing foreign direct investment and building a skilled population through quality
education. In order to continue the development of the country, these issues must be
implemented seriously.” Adnan Khan, Chief Economist of the UK Commonwealth and
Development Department’s (FCDO) Department of Economics and Evaluation, said this in a
public lecture organized on the development challenges of Bangladesh and the
effectiveness of the state on Tuesday.

The lecture was organized by the Policy Research Institute (PRI) at a hotel in the capital.
Prime Minister’s economic advisor was the chief guest. Mosiur Rahman. PRI Chairman
Zayedi Sattar presided over the event. In addition, Center for Policy Dialogue (CPD) Special
Fellow Mostafizur Rahman and Bangladesh Institute of Development Research (BIDS)
Director General Dr. Vinayak Sen was present.
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Adnan Khan also said that the speed of development of Bangladesh has decreased slightly
in the last decade. For example, poverty reduction and employment growth have slowed
down. Exports have declined as a percentage of GDP. On the other hand, there has been
high inflation in Bangladesh for more than a year, foreign exchange reserves have
decreased and foreign debt has increased. All these are short-term problems. But there are
several long-term challenges ahead. One of these is that in becoming an upper-middle
income country, people will want better quality civic benefits. And to provide this facility,
the government will need a lot of revenue. But currently the tax-GDP ratio of Bangladesh is
very low. This is one of the major development challenges.

He said, ‘Due to climate change, by 2050, the GDP of Bangladesh’s agricultural sector may
decrease by one-third. Apart from this, 1 crore 3 million people can become internal
migrants. The country’s export earnings are mainly based on ready-made garments.
Exports are not diversifying as much. At the same time foreign direct investment (FDI) is
also very low compared to competing countries. As a result, foreign exchange reserves are
not increasing.

In the speech of the chief guest. Masiur Rahman said that our tax officers do not have the
necessary skills to collect the required tax. They sometimes conduct raids on various
establishments. It is a form of harassment for entrepreneurs. In this, taxpayers lose
confidence and refrain from paying taxes voluntarily. Administrative reasons are more
responsible than political reasons for non-increase in tax collection. Tax rates should not be
at such a level that tax payers are discouraged from paying that tax. He also advised to
educate taxpayers about paying taxes.

Mosiur Rahman also said, ‘We see the increase in primary and secondary education as a
success. But there are many deficiencies in our quality education. Due to this, it is not
possible to use the necessary new technology. This in turn could reduce foreign investment
and economic growth.’

Dr. Zaydi Sattar said, ‘There is a lack of good governance in the country, it is true. But
Bangladesh is really developing. This development is possible due to the increase in the
rate of participation of women in the labor force and the modern business initiatives.’
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