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Bangladesh: Trouble Below the Radar Screen 
 
Confrontational politics and 
weak governance have stalled 
Bangladesh’s economic and 
social progress. More recently, 

fundamentalist Islam has begun to make its presence felt. The 
combination could prove dangerous for Bangladesh and the 
surrounding region. Robust U.S. support for Bangladeshi 
economic development, governance, and border security can 
make a difference in how this plays out.  
 
Growing but Poor Economy: The Bangladesh economy has 
enjoyed annual GDP growth of 5.1 percent in the past decade. 
Between 1991 and 2000, the incidence of poverty fell from 59 
to 50 percent, one of the fastest rates of decline worldwide. In 
2003, for the first time, the United Nations Development 
Program put Bangladesh in the medium development league, 
along with India and Sri Lanka.  
 
Despite this relative success, Bangladesh remains one of the 
poorest countries in the world with a gross national income 
per capita of about $360 a year. Agriculture employs about 
two-thirds of the labor force and accounts for 35 percent of 
total GDP. Jute and jute products, tea, and fish are major 
sources of foreign exchange, and dependence on those 
products makes Bangladesh vulnerable to natural disasters and 
fluctuating world commodity prices.  
 
Garments and Gas: Bangladesh’s biggest export is ready-
made garments, now over 75 percent of total exports. 
Bangladesh sends about 94 percent of its textile exports to the 
U.S. and EU markets, where quotas under the Multi-Fiber 
Agreement (MFA) restrain supply from Bangladesh and its 
major competitors. The World Bank estimates that the end of 
MFA quotas in 2005 will result in a contraction of 2.3 percent 
in Bangladeshi GDP and a 4.5 percent drop in formal sector 
employment compared to the estimated figures had the quotas 
been in place until 2007. 
 
Bangladesh has made little progress in harnessing the 
potential of its natural gas resources to strengthen national 
development and improve the balance of payments. Proven 
gas reserves total 15.3 trillion cubic feet (tcf), with an 
estimated 32.1 tcf in additional undiscovered reserves. Two 
successive governments have shied away from allowing 
exports, primarily because sales to India have been demonized 
in the political process. With confrontational politics at a fever 
pitch, early change is unlikely. 
 
Social Development: Bangladesh has made tremendous 
strides in education, family planning, health care, and 
women’s rights. Primary education has been made 
compulsory, and innovative measures such as the “Food for 
Education” program have helped primary school enrollment 
rates increase, especially for girls. The present primary school 

enrollment is estimated to be 80 percent for both males and 
females. Small businesses run by women have also sprung up 
in rural areas, and the formal labor force participation for 
women has jumped from 5.6 million in 1985 to 35.7 million in 
2000, thanks in significant part to the garment industry. 
Increased literacy and economic emancipation of women have 
also resulted in an overall increase in women’s rights. 

.  

 
These social and economic improvements are due in large part 
to the works of the nongovernmental organizations (NGOs) 
like Grameen Bank and BRAC. Their efforts in Bangladesh 
are a real success story. The estimated 14,000 NGOs in 
Bangladesh have mobilized private initiative and filled in 
crucial gaps in government programs. They provide a host of 
services including micro-credit lending, education services, 
women’s rights, and medical assistance.  
 
Collapsing Governance: For four years, Bangladesh has 

topped the Transparency International index of 
perceptions of corruption. Corruption is 
pervasive through all sectors and levels of 
society, discouraging foreign investment. The 
cost is high: according to some estimates, 
economic losses due to corruption cost 
Bangladesh 2 to 3 percent of GDP growth a 

year. 

 

 
The law-and-order situation in Bangladesh is also dismal and 
shows no signs of improvement. Recent events such as mob 
killings of suspected criminals and a spate of countrywide 
bomb attacks suggest that law and order is moving backward. 
There is little public trust in the police force, widely regarded 
as one of the most corrupt organizations. Reports of torture, 
intimidation, extortion, and extrajudicial killings are also rife 
within the police force.  
 
Poison Politics: Politics in Bangladesh is viewed as a zero-
sum game between the two major political parties—the 
Bangladesh Nationalist Party (BNP), now in power, and the 
opposition Awami League (AL). Their hostility stems more 
from personal animosity between the respective leaders, 
Begum Khaleda Zia and Sheikh Hasina, than from ideological 
differences. The two leaders have alternated in power, and 
neither has really accepted losing an election.  
 
The impact on governance is severe. The leaders’ bitter rivalry 
has resulted in the politicization of key institutions of society 
such as the bureaucracy, police, academics, and lower levels 
of the judiciary. Law enforcement has been used to avenge 
political grievances. Political violence is not new, but it has 
become more acute and has reached higher levels than before, 
as evidenced by the August assassination attempt on Hasina. 
 
The Islamic Factor: About 84 percent of Bangladesh’s 138 



million citizens are Muslim. Islam in Bangladesh is 
traditionally peaceful, and religious extremism has largely 
been absent. Religion is by and large viewed as a personal 
matter and tensions between Muslims and Hindus, who make 
up about 15 percent of the population, have been infrequent. 
 
However, Islamic politics are on the rise. Religious parties 
have taken advantage of the increased frustration, resentment, 
and helplessness of the common people toward the 
mainstream parties. In 2001, the two major Islamic parties 
scored by far their best results in a national election, winning 
20 seats in the parliament. Forming a coalition with the BNP, 
the hard-line Jamaati Islami was rewarded with two cabinet 
portfolios for the first time. 
 
The religious parties are still a small part of the political 
scene. However, their first taste of political office has 
encouraged fundamentalist groups. Radical organizations feel 
that they enjoy protection from the authorities and can act 
with impunity. The 2001 elections were followed by a wave of 
persecution against the Hindus. Temples were ransacked and 
demolished, villages looted, and there was murder and 
widespread rape of Hindu women and girls. There was 
common sentiment in Bangladesh that the government did do 
enough to stop the violence, but a later Amnesty International 
report implicated some members of the BNP-led coalition.  
 
Also a worrying factor is the growing number of radical 
madrassas, or Islamic schools, in Bangladesh. Funded mostly 
by proselytizing Arab charities, most madrassas do not fall 
under government control. They attract students by playing on 
conservative religious sentiment, equip them poorly to enter 
mainstream life and professions, and in some cases produce 
fanatics. Control of madrassas gives added prominence to a 
second religious party, the Islami Oikya Jote. 
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The first is strengthening border security. Bangladesh has 
reportedly become a hiding place and transit route for 
terrorists. Reports document the presence of foot soldiers and 
leaders of the Taliban and Southeast Asian extremist groups in 
southern Bangladesh. Last year the leader of an Indonesian 
fundamentalist group was caught in Thailand, reportedly on 
his way to Bangladesh. Indian officials also believe that the 
Bangladesh-based extremist group Harkat Ul Jihad carried 
out the January 2004 attack on the American Cultural Center 
in Calcutta. To prevent Bangladesh from becoming a terrorist 
haven, the United States should help the Bangladesh 
government enhance border security by training the 
Bangladeshi border security force, funding equipment, 
building roads in remote areas, and by providing logistical 
support. This could also reduce the periodic tensions with 
India over illegal population movements into India’s 
northeast.  
 
Second, the United States should expand market access for 
Bangladeshi textiles. Importers of Bangladeshi garments paid 
5 to 30 percent tariffs in the U.S. market in 2003, for a total of 
$306 million in U.S. customs duties. This contrasts sharply 
with the zero-tariff access available to 34 African countries. 
Dhaka’s Center for Policy Dialogue estimates that zero-tariff 
access to the United States would expand Bangladeshi exports 
by up to $1 billion. It would also give Bangladesh time to 
build up other export industries, such as the expanding frozen 
food industry. Without this change in U.S. trade policy, 
Bangladesh is likely to face a crash in the textile industry in 
2005, with widespread unemployment of women who have 
barely moved out of the subsistence economy. The social 
repercussions would leave it more vulnerable to 
fundamentalism, since extremist organizations have been quite 
effective at providing social services. Bangladesh officials and 
industry representatives have sought duty free access in the 
past, but they have not obtained congressional approval. This 
case now is more compelling than ever, especially if such a 
move were combined with some serious economic and 

 
Major U.S. initiatives needed: governance, border
security, market access for garments. 
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mplications for the United States: The United States has 
raditionally been a major aid donor to Bangladesh and has 
een popular across the political spectrum. Widespread 
pposition to the intervention in Iraq and to policies toward 
srael and the Palestinians has made the United States more 
ontroversial than before. For its part, the United States 
ppreciates the country’s moderate stand on international 
ssues and active participation in UN peacekeeping missions. 
ut these problems have become a major concern for the 
nited States. Christina Rocca, assistant secretary of state for 
outh Asian affairs, has made clear the importance the United 
tates attaches to governmental reform and has publicly cited 

rade liberalization, economic diversification, and legal reform 
s requirements in the fight against terrorism.  

he fundamental problem is Bangladesh’s poor governance, 
hich undermines the legitimacy of the political process, 
romotes lawlessness and corruption, and stifles economic 
rowth and social development. These shortcomings 
ombined with the distorted religious doctrine of extremists 
reate a dangerous mix. Improving governance should be a 
ajor focus of Bangladesh’s foreign aid donors. In the short 

erm, the United States should consider two initiatives.  

governance reforms.  
  
More generally, the United States should try to increase the 
share of its assistance that moves through organizations with a 
decent record of internal governance. U.S. aid was a major 
element in starting up the rural electrification system, long 
regarded as the best-run part of the public power sector. The 
U.S. aid program also has an extensive partnership with 
NGOs, especially the two world famous Bangladeshi 
organizations, Grameen Bank and BRAC. With the 
management of government institutions at a low point, it 
becomes even more important to find other ways to channel 
resources to institutions that can use them wisely.  

  —Shahriyar Hussain and Teresita Schaffer 
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