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LDC GRADUATION

serious gaps in
readinesg

US-Israel war on Iran hurting
Bangladesh €Conomy as risks mount

---------------------------------

The report, released Yesterday, underscopeg a series of shacks the
country has faced between 2017 ‘ang 2026. These include continyed
€Xposure to climate Vulnerability; (he Rohingya crisis; a Prolonged
macroeconomic downturn Predating the regime change; Covid.19
fallout; politica] transition; the Russia-Ukraine war; inflation; ang
balanqe of payments pressures,

An’ expert panel of (he United Nations Office of ¢ High




Representative for Least
Developed Countries,
Landlocked  Developing
Countries and Small Island
Developing States (UN-
OHRLLS) has prepared
the Graduation Readiness
Assessment.

It finds that while
Bangladesh meets all three
criteria for graduation,
significant risks persist,
including the loss of trade
preferences, fiscal and
financial  vulnerabilities,
and fragile institutional
coordination.

The report stresses the
need for urgent reforms,
stronger implementation
capacity, adequate policy
space, and a whole-of-
society approach to ensure
a smooth and sustainable
transition.

Mohammad Abdur
Razzaque and Daniel
Gay, consultants to UN-
OHRLLS, presented key
findings at a consultation
organised by the Economic
Relations Division at the
Planning Commission in
Dhaka yesterday morning.

“The assessment report
shows that the graduation
readiness of Bangladesh
is weak and has a lot of
concerns and challenges,”
Razzaque told The Daily
Star on the sidelines of
the event attended by
ministers, diplomats,
economists, business
leaders, and researchers.

“Transition away from
reliance on international
support measures (ISMs)
deserves to be viewed ac

& amn..

The Dally Star

S

with gas supply shortages
worsened by the war.

“A reliable, affordable
energy supply is
prerequisite for offsetting
preference erosion through
productivity enhancement
and export diversification,”
it added. ,

Bangladesh is schéduled
to_graduate on November
24 thisyear after meeting all
three criteria -~ per capita
income, human asset index,
and economic vulnerability
index -- twice since 2018,
under two triennial reviews
by the UN Committee
for Development Policy
(UN CDP), which decides
on LDC graduation. The
country also received a
two-year extension due to
the Covid-19 pandemic.

Amid criticism from
local businesses over
potential export losses and
economic vulnerabilities,
the immediate past interim
government had requested
an  independent UN
assessment. :

Subsequently, the BNP
government applied to the
UN CDP on February 23,
seeking to defer graduation
by three years to November
2029, citing economic
fragility.

In response, UN-
OHRLLS  commissioned
the assessment last year,
drawing on consultations
with government agencies,
the private sector, civil
society, development
partners,and the UNsystem.
The report examines
Bangladesh’s preparedness

far thno sxrtticdsinssind T i
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that economic growth
slowed sharply from
7.1 percent in FY22 to
3.5 percent in FY25,
dampening momentum
just before graduation.

Meanwhile, poverty is
on the rise*with inflation
outpacing " wages and
pushing millions into
greater hardship and
vulnerability.

Private investment
weakened significantly,
with capital machinery
imports ‘falling from $5.1
billion to $2.8 billion during
2019-2024.

The jobs crisis has
deepened, with nearly
1.9 million jobs lost
between 2023 and 2024,
disproportionately
affecting women.

_ Financial sector fragility
rémains acute, with non-
performing loans in banks
surging to 35 percent.

Fiscal space is extremely
limited, with revenue at just
6.8 percent of GDP, while
interest payments consume
36 percent of tax revenue,
pushing the country’s debt
distress risk from low to
moderate.

Exports have declined
for eight consecutive
months, with US tariffs
and volatile global trade
conditions worsening
external pressures.
AREAS OF WEAKNESS
The report said that
Bangladesh’s preparedness
for the loss of trade-related
international support
measures remains weak,
with nearly 75 percent of

ey S e S s

loss of World Trade
Organisation policy
flexibilities,  particularly

around export subsidies
and Trade-Related Aspects
of Intellectual Property
Rights obligations,
which will require
stronger intellectual
property protection and
enforcement capacity.
Domestic readiness
to offset  prelerence
erosion through lower
logistics costs, improved

compliance, energy
reliability, and export
diversification remains
inadequate.

The report warns
that amid ongoing
macroeconomic
turmoil, Bangladesh'’s
vulnerabilities, including
reliance on  external
support, a lack of
diversification, and
exposure to shocks, could
become more pronounced.

Bangladesh'’s
preparedness for post-

LDC financing realities is
poorly aligned with the
scale of the challenge.
While concessional finance
will not end abruptly,
terms are tightening and
LDC-specific windows are
shrinking.

Global Official
Development Assistance is
also under pressure, with
Bangladesh  graduating
amid declining aid flows
and tighter donor budgets.

Effective use of available
finance is constrained by
weak project management,
poor revenue mobilisation,

s .

unfolding amid political
uncertainty and a
prolonged economic crisis,
placing decades of progress
under strain, the report
said.

The UN has repeatedly
emphasised, including
under the Doha
Programme of Action,
that graduation should
not disrupt development,
making asmooth transition
essential. .

In this sense, Bangladesh
represents a critical test
case for ensuring that
graduation translates into
sustainable progress, the

report said.
STAKEHOLDERS’
CONCERNS

Consultations with 20
government agencies,

industry  bodies, civil
society, and development
partners  during the
preparation of the
assessment report reveal
persistent concerns.

Stakeholders
emphasised the need to
shift towards productivity-
driven  competitiveness,
strengthen macroeconomic
stability, and improve
institutional coordination.

Economists  estimate
potential export losses of
5.5-15 percent due to the
erosion of duty-free access,
alongside higher costs for
non-generic drugs due to
TRIPS obligations.

They also highlighted
fiscal and financial
weaknesses, including a
low tax-to-GDP ratio, high
non-performing loans,

the

the macroeconomy,
reforming the banking

sector, ensuring energy
reliability, improving
logistics, enhancing
sectoral preparedness,

strengthening employment
and social protection,
expanding fiscal space, and
deepening  engagement
with the UN system.

With political upheaval,
cconomic  stress, and
implementation gaps
converging, the February
2026 CDP review represents
final structured
opportunity to reconsider
the graduation timeline.

Sustained progress,
the report concludes,
will depend on structural
reforms, from export
diversification and energy
transition to governance
and logistics, in order to
shift from preference
dependent growth (o
productivity-driven
competitiveness.
POLICYMAKERS’ VIEWS
linance Minister Amir

Khosru Mahmud
Chowdhury said
Bangladesh has no

scope to move toward
LDC graduation in the
current context, citing
severe economic distress

inherited from the previous
government.
“The government is

firefighting to stabilise the
economy. The Middle East
war has raised fuel import
CoSts, causing our reserves
to bleed” he added,
briefing reporters at the
National Multistalkeholder

i
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lanungd di 4 consuinaton
organised by the Economic
Relations Division at the
Planning Commission in
Dhaka yesterday morning.
“The assessment report
shows that the graduation
readiness of Bangladesh
is weak and has a lot of
concerns and challenges,”
Razzaque told The Daily
Star on the sidelines of
the event attended by

ministers, diplomats,
€conomists, business
leaders, and researchers,

“Iransition away from
reliance on international
support measures (ISMs)
deserves to be viewed as
a complex and carefully
managed adjustment,
requiring sustained
policy attention and
international support,
institutional capacity, and
risk mitigation to ensure
that development gains
are preserved and further
consolidated in the post-
graduation period. Smooth
transition is key,” the report
said.

It added that a difficult
political transition and
prolonged macroeconomic
crisis have dented
Socio-economic gains,
intensifying Bangladesh’s
LDC transition risks.

Citing economists
and other stakeholders
consulted for the
assessment, the report
said rising import costs for
fossil fuels create severe
operational constraints

an independent UN
assessment.

Subsequently, the BNP
government applied to the
UN CDP on February 23,
seeking to defer graduation
by three years to November
2029, citing economic
fragility.

In response, UN-
OHRLLS  commissioned
the assessment last year,
drawing on consultations
with government agencies,
the private . sector, civil
society, development
partners,andtheUNsystem.
The report examines
Bangladesh’s preparedness
for the withdrawal of LDC-
specific support measures,
emerging  vulnerabilities,
and institutional readiness
to sustain development
gains.

Under-Secretary-
General and High
Representative of UN-
OHRLLS Rabab Fatima said
Bangladesh’s request for a
three-year deferral is under
consideration by the crisis
response process of CDP’s
Enhanced Monitoring
Mechanism.

She added that once
the technical review is
complete, the CDP will
submit recommendations
to the UN Economic and
Social Council, which will
form the basis for a General
Assembly decision.
MAJOR ECONOMIC
LOOPHOLES
Speaking about transition
risks, the report mentioned

TTmSSA A FRLALLEL GL JuIDL

6.8 percent of GDP, while
interest payments consume
36 percent of tax revenue,
pushing the country’s debt
distress risk from low to
moderate.

Exports have declined
for eight consecutive
months, with US tariffs
and volatile global trade
conditions worsening
external pressures,
AREAS OF WEAKNESS
The report said that
Bangladesh’s preparedness
for the loss of trade-related
international support
In€asures remains weak,
with nearly 75 percent of
exports dependent on LDC-
specific duty-free access.

A recent UNCTAD report
estimates Bangladesh
could lose over $17.5 billion
in annual exports after
graduation.

Only limited
mechanisms, such as the
UK’s Developing Countries
Trading Scheme and a
free trade agreement with
Japan, have been secured.

Preparedness for the

EU market, the Ilargest

destination, remains the

weakest link. Inadequate'

preparation for the post-
LDC phase, with no
preferential EU  market
access for apparel, comes
just as .the recently

concluded FEU-India and
EU-Viethnam FTAs are set
to ‘intensify competitive
pressure., .
Bangladesh s also
unprepared

for - the

Daungrlraaesn- s
preparedness for post-
LDC financing realities is
poorly aligned with the
scale of the challenge.
While concessional finance
will not end abruptly,
terms are tightening and
LDC-specific windows are
S g.

Global Official
Development Assistance is
also under pressure, with
Bangladesh graduating
amid declining aid flows
and tighter donor budgets.

Efféctive use of available
finance is constrained by
weak project management,
poor revenue mobilisation,
rising  debt servicing,
and limited fiscal space.
Coordination gaps and
delayed preparation
have hindered strategic
use of transition-related
financing opportunities.

Implementation of the
Smooth Transition Strategy
(STS) has also been slow
and uneven, with limited
private sector engagement,
weak inter-ministerial
coordination, and unclear
financing frameworks.

Although  Bangladesh
meets all graduation
criteria, the central
challenge lies in managing
the transition and
sustaining  development
gains. .

As the largest LDC and
the biggest beneficiary
of international support
Imeasures, Bangladesh
faces a uniquely complex
transition. The process is

persistent concerns.
Stakeholders

emphasised the need to

shift towards productivity-

driven  competitiveness,
strengthen macroeconomic
stability, and improve

institutional coordination.

Economists  estimate
potential export losses of
5.5-15 percent due to the
erosion of duty-free access,
alongside higher costs for
non-generic drugs due to
TRIPS obligations.

They also highlighted
fiscal and financial
weaknesses, including a
low tax-to-GDP ratio, high
non-performing loans,
currency depreciation,
declining domestic savings,
and falling foreign direct
investment.

Logistics inefficiencies
costing around 16 percent
of GDP, more than
double the global average,
continue to erode export
competitiveness.

Priority areas identified
include  bilateral and
regional trade agreements,
tax . reform, export
diversification, institutional
strengthening, and energy
sector reforms, particularly
in renewables.
RECOMMENDATIONS -~
Meeting graduation
thresholds alone does
not ensure readiness for
a smooth transition, the
report cautions.

It said Bangladesh must
urgently focus on nine
priority areas: securing EU
market access, stabilising

competitiveness.
POLICYMAKERS’ VIEWS
Finance Minister Amir
Khosru Mahmud
Chowdhury said
Bangladesh has no
scope to move toward
LDC graduation in the
current context, citing
severe economic distress
inherited from the previous
government.

“The government is
firefighting to stabilise the
economy. The Middle East
war has raised fuel import
Costs, causing our reserves
to bleed” he added,
briefing reporters. at the
National Multistakeholder
Consultation on
Bangladesh’s Graduation
Readiness Assessment at
the NEC conference room.

He further said, “Debt
rEpayment is a major
challenge. Only after
capacity building and

ing our election
pledges can we decide when
to pursue LDC graduation.”

Commerce Minister
Khandakar Abdul
Muktadir also stressed the
importance of prudent

debt management and
expanding the tax base to
restore momentum.

Rashed Al Mahmud
Titumir, PM’s adviser on
finance and planning, said
structural transformation,
diversification,
competitiveness, and
productivity gains are
essential to achieve the
vision of a “Trillion Dollar
Economy” by 2034.
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G tax breaks

‘may be phased
out: NBR chief

STAR BUSINESS REPORT
The current reduced corporate tax rates
of 10 to 12 percent for the ready-made
garment (RMG) sector may not last much
longer, said National Board of Revenue
(NBR) Chairman Md Abdur Rahman Khan.

Speaking at a pre-budget meeting with
stakeholders at the NBR headquarters
in Agargaon yesterday, Khan signalled a
. gradual return to the standard corporate
tax rate of about 27.5 percent. !

Export-oriented knitwear and woven
garment manufacturers, along with
green-certified factories, currently enjoy
lower corporate tax rates of 10 percent and
12 percent, respectively. These incentives
are designed to boost exports and
€ncourage sustainable industrial practices,

However, Khan said these incentives are
temporary and could be removed as part
of wider tax reforms to ensure fairness,

“Such reduced rates won’t Jast long,” he
said duriing a discussion at the meeting
with the Women Entrepreneurs Network
for Development Association (WEND) on
corporate tax incentives for women-led
businesses. :

He added that exporters already enjoy
a 50 percent income tax exemption on
€xport earnings, which greatly lowers their
- actual tax burden. For example, with the
standard corporate tax rate at 27.5 percent,
the exemption reduces the effective rate to
about 12 percent. :

Nadia Binte Amin, president of WEND,
suggested equalising corporate tax rates
and reducing the 1 percent tax deducted at
source (TDS) on export earnings for fully
women-owned businesses, ,

She also proposed a 10 percent tax
rebate for companies investing in research
and development, innovstion, trainine

— e 1
international

AmCh

-

lower tax rates

—n Wy

highlighted the

need o promote digital financial
Inclusion and Support sustainable
industries, Their recommendations

mcluded lowering duties

on smart

cards and POS machines, offering

Incentives for digital

{ es ] Payments, _
rationalising minimum tax rates, and

NATIONAL
BUDGET
FOR

FY27/Y®

and sustainable development.

- AMCHAM PROPOSALS AHEAD OF
BUDGET '

The American Chamber of Commerce
in Bangladesh (AmCham) shared its
budget recommendations at the meeting.
They proposed rationalising the current 1
percent minimum tax on annual turnover.

Khan responded that there is pressure
to increase, not reduce, the minimum tax.

- AmCham also suggested maintaining a
level playing field in the banking sector by
applying a uniform 37.5 percent tax rate to
both foreign and local commercial banks.

Additionally,  they recommended '
for Offshore Banking
Units (OBUs), similar to other Asia-Pacific
countries, where rates range from 0 to 20
percent. -

“These measures would attract more
foreign  direct investment, improve
exporters’ competitiveness, and increase
overall investment and revenue,” said
AmCham President Syed Ershad Ahmed.

Other proposals included reducing the
supplementary duty on carbonated and
Sweetened beverages from 30 percent to
15 percent, simplifying procedures under
Double Taxation Avoidance Agreements
(DTAA), speeding up certification
processes, introducing a standa foreign
Currency conversion method in line with

ting a fully digital, time-bound
tax refund system.
The i

who shared their proposals ahead of'
the 2026-27 fiscal year budget. A

(SAON
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Bang] 2desh not fully
prepared for post—LlC

smooth transmon .
| Assegc’ment report

"gmk}t osnu mumup clqiowpuua'

FINA (;E MlN;sf‘;_R

ECONOMY - IBANGLADESH...

- KX

TLS REPORT

With readiness s gaps

|5 e ‘maining, 202¢ graduation.
could disrupt development :

galns, report inds -

As Bangladesh moves towards its
Sf heduled graduation from Least

Daveloped Country (LDC status on’
24 November 2026, a new assess-
. ment highlights  significant risks and

siructural vu}nerabxhtles that could
undermine a smooth transition.

. sentative for LDCs

-i-‘-a,.vvll

" While Bangladesh meets the

'graduatlon criteria, it js.not’ fully
' prepared for a sustainable post-LDC
. ~phase due to long-standing issues
" such-as ioss of trade preferences,-

macroecoromic’ pressures, fiscal
and - financial vulnerabilities, and
institutiorial and implementation
weaknesses, the UN- sponsored as—.
sessment finds.

" With significant readiness gaps re-

" maining, the 2026 graduation could

disript development gains, making,
the coming months crucial for policy
action and- decision-making, - con-

Cludes the Bangladesh Graduation

Readiness Assessment, conducted
by the UN Office of. the High Repre-
I SEEPAGE2COL 2

L
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The report was discussed at a stake-
holders’ meeting yesterday at the Na-
tional Economic Council auditorium
in Sher-e-Banglanagar, attended by
‘ministers, trade diplomats, and repre-

sentatives from the private sector and

international agencies. -

Speaking as chief guest, Finance
and Planning Minister Amir Khosru
Mahmud Chowdhury said the country
is not yet fully prepared to achieve this
goal. Key challenges include pressures
from foreign and domestic debt, the
high cost of borrowing, and weakness-
es in overall financial management.

The minister added that the current
global energy crisis and disruptions in
mtematmnal supply chains could place
further strain on Bangladesh’s econ-
omy. “The impact will extend beyond
the energy sector, affecting markets
for food and other goods and driving
up inﬂaﬁon, which is already a global
concern.”

He further said that while fuel pric-
es have surged worldwide, Bangladesh
has so far kept them relatively under
*control, though the government cannot
maintain this indefinitely.

“Being an elected government, we
are trying to avoid placing sudden extra
burdens on the people. Yet if financial
pressures continue and government re-
sources are drained, the ultimafe cost
will fall on citizens. Economic decisions
must therefore be taken with extreme
caution, balancing public welfare with
long-term stability of the economy,” he
added.

Months before the Middle East con-
flict, Bangladesh formally requested a
three-year extension of its preparatory
period to November 2029 under the En-
hanced Monitoring Mechanism.

It also sought an independent Grad-
uation Readiness Assessment from the
UN Office of the High Representative for
LDCs, Landlocked Developing Coun-
tries, and- Small Island Developing

States, which commissioned the report.,

‘Past five years consumed
by crisis management’
Economists Daniel Gay and MA Raz-
zaque presented the report’s key find-
ings, highlighting the external and do-
mestic ¢rises Bangladesh faced during
the ﬁve-yea: preparatory period from
2021.

These included the Rohingya refu-
gee crisis, the Covid-19 pandemic, the

Russia-Ukraine war, the July 2024 po-.

litical transition, inflation, fiscal stress,
falling investment, and rising debt.
Rather than a period of strategic

preparation, the report notes, the past:

five years were dominated by crisis
management, economic stabilisation,
and political survival. It adds that the
Middle East crisis has further disrupt-
ed supply chains, caused energy price
volatility, and raised risks in remittance

inflonn
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The assessment identifies six criti-
cal vulnerabilities. Chief among them
is potential loss of preferential access
to the European Union market, which
accounts for 44% of Bangladesh’s ex-
ports.

“Under thé GSP+ scheme™beéyond
2029, apparel exports could face 2%
tariffs, compared with zero-duty access
now, leaving Bangladesh at a disadvan-
tage versus competitors like Vietnam
and India.

The report also flags a deepening. -
banking sector crisis, with NPLs reach-
ing 35% of total credit by September
2025, weakening the financial sector’s
ability to support investment. :

Fiscal pressures are mounting, with
government revenue at just 6.8% of
GDP and debt servicing consuming
about 31% of revenue. The IMF and
World Bank have already classified
Bangladesh’s debt distress risk as
“moderate,” the report mentions.

Structural competitiveness chal-
lenges persist, including logistics costs
around 16% of GDP, port congestion,
customs inefficiencies, and energy
shortages that raise production costs.
Implementation capacity remains
weak, with slow progress on the gov-

ernment’s transition strategy due to

limited coordination and administrative
strain.

Social pressures are rising as well.
Inflation has pushed an estimated
go lakh people into poverly, raising
the poverty rate to over 21.2% in 2025
from 18.7% in 2022. Employment fell
by 19 lakh between 2023 and 2024,
disproportionately affecting women
and highlighting a fragile labour
market.

Given these challenges, the UN Com-
mittee for Development Policy allows
for possible deferral under exceptional
circumstances, citing General Assembly
resolution 67/221 (2012), which stresses
that graduation “should not'disrupt the
development progress achieved” by a
country.

Govt waiting for UN

CDP’s response

Earlier, the government formally re-
quested a three-year extension, sig-
nalling that while Bangladesh meets
the formal criteria for graduation,
the challenge lies in managing the
transition.

According to the Economic Relations
Division (ERD), a clear process governs
any decision on postponing gradua-
tion. First, the UN Committee for Devel-
opment Policy (CDP) evaluates whether
an extension is warranted. If so, the
CDP submits its recommendation to
the UN Economic and Social Council
(ECOSOQ). After review and approval
by ECOSOC, the matter goes to the UN
General Assembly for final endorse-
ment.

ERD sources said the CDP has not yet
issned a final assessment. While it was-

~ could emerge.

'sion.”

initially expected in March, the report
has now been delayed to May. A key
ECOSOC meeting on 10-11 June may dis-
cuss Bangladesh’s request, where pre-
liminary decisions or recommendations

TEMUN Uﬂder~Secretary .General ™ and™j
High Representative for. LDCs’ Rabab Fa-';
tima said-the request is-under CDP't Fon. -
view,“Once the technical assessment is
comélete, CDP will submit recommen-
tions to ECOSOC, which will form the |
asis for a UN General Assembly deca- :

- ERD Se(:retmsr Shahnaz Kader Sxd» :
diky said the extension request does
not .indicate a change in- graduanon
ambition, but is a sttategic'measure to . |
ensure a smooth, sustainable, and irre-
versible transition.

Govt ‘firefighting’ to manage

daily crises: Khosru.

Endorsing the identified vulnerablll- |
ties, Minister Amir Khosru said Bangla- -
desh is currently navigating a complex
economic situation, where the govern-
ment is largely “firefighting” to manage
daily crises.

He added that the government in-
herited an economy where all key mac-
roeconomic indicators were in decline.
“We are simply fighting to salvage the
economy,” he said.

The government views capacity
building as the most critical factor for
navigating this crisis, he said, claiming
the policies outlined in the BNP mani-
festo have been explicitly aligned with
this approach.

“If these policies are implemented
effectively and on schedule, the econo-
my can gradually be strengthened on a
solid foundation, making it possible to
prepare for-LDC graduation,” said the
minister.

He also said that an extension or
postponement of graduation — around
three years — would allow time to
strengthen key economic fundamen-
tals.

“If necessary reforms, capacity
building, and economic stabilisation
can be achieved during this time, grad-
uation will become a realistic and sus-
tainable goal.

Commerce Minister Khandakar Ab-
dul Muktadir highlighted prudent debt ;.
management and expanding the tax
base as essential to regaining econoric
momentum.

Rashed Al Mahmud 'I‘itumir, finance
and planning adviser to the prime min-

ister, added that structural transforma-
tion, economic diversification, and pro-,
ductivity enhancement ‘are crucial to
achieving a “Trillion Dollat Economy”
by 2034. .

State Minister for Planning’ Zonayed
Abdur Rahim Saki said the govern-
ment will prioritise .médium- and
long-term develepment plans that ex-
plicitly address the chaﬂenges of LDC
graduation. g




