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Abstract 
  
The objective of the paper is to analyze the external sector performance in Bangladesh, 
especially export earnings and inflow of remittances. The main findings of this paper 
reveal that export earnings and remittances are the dominating external sector factors of 
Bangladesh economy for decades although, both remittance and migration growth 
decreased lately. Remittance inflows from different destination have also changed over 
the period. On the other hand, migration from Bangladesh is concentrated in a few 
destinations which may generate serious problem if any external shock creates from 
those destinations. However, the decreasing rate of remittance and outward migration 
might create severe problem in the economy by reducing employment opportunities and 
output level. Conversely, export growth has underperformed over the few years. 
Commodity exports show that Bangladesh is predominantly a manufactured goods 
exporting country and Bangladesh's export basket is concentrated in a few commodities. 
In addition, export earnings from Bangladesh are centered in a few destinations. Any 
fluctuations of the export demand from these regions might seriously affect the external 
balance of the country as well as expected level of growth. The decreasing rate of 
remittance and export earnings is a concern for the overall economy as well as for the 
policy-makers regarding the external sector.  
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Introduction  
 

Traditionally, Bangladesh’s economy heavily depends on external sector. External 
sector factors such as remittances, exports, imports, foreign aid have always 
played important role, although the relative importance of various external sector 
factors has not been uniform and has changed over time. Any change in the 
international market, either through price of commodities or international demand 
or changes in domestic macroeconomic policies affects these factors.  

In the 1970s, the economy of Bangladesh was mainly dependent on foreign aids 
and imports. During the period, the country was facing various domestic and 
international shocks, for example, two consecutive droughts in 1972 and 1973; 
and flood in 1974, oil price shocks in 1973 and 1979 etc. In the 1980s, the country 
had started to shift from import substitution policies to export-oriented industrial 
policies. Towards this the country had initiated important reform in domestic 
industrial policies. In the 1990s, Bangladesh experienced an accelerated pace of 
global integration of her economy. During that period, economic reforms gained 
momentum and the country pursued an export-led growth strategy. As a result, 
export started to increase. In addition, volume of FDI lifted up gradually. At the 
same time the migration of Bangladeshi workers also increased in the global 
market which supported to boost up inflow of remittances.  

A buoyant scenario started from 2000s, export earnings and remittances became 
the dominating external sector factors of Bangladesh economy (chart-1), while 
2010s was the decade of steady growth. In FY10 all external sector factors 
performed highest growth (as percent of GDP) and afterwards it showed declining 
trend. The changing scenario of these factors also visualized from Table-1. The 
remittance-GDP ratio touched 5.5 percent in FY18 as compared to 1.4 percent in 
FY80. During the same period, export-GDP ratio increased to 13.4 percent 
compared to 5.4 percent in FY80. Similarly import-GDP ratio also increased to 
19.9 percent in FY18 compared to 14.4 percent in FY80. The rising trends of 
export, import and remittance to GDP ratio support the argument that Bangladesh 
has become a trading nation with its rising dependence on exports and 
remittances. It may be noted that performance of Bangladesh’s external sector 
such as-robust export growth, high inflow of remittance, the consequent rise in 
foreign exchange reserves, comfortable current account balance and stable 
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Section II: Literature Review 

Presently, significant amount of research have been conducted on external sector 
performance as well as various aspects of export and remittance in Bangladesh. 
Some of the relevant studies on these issues are summarized below:  

Raja (2015) attempts to analyze the export performance of Pakistan and 
investigate the weaknesses of export sector. The most distressing feature is 
reliance on too few exportable items and too few trading partners. This narrow 
base and lack of diversification of exports have made the country vulnerable to 
external as well as internal shocks. The paper suggests that to obviate the 
possibility of such occurrence, Pakistan will have to expand her production base, 
diversify it on need basis and craft an aggressive long term export strategy. The 
country also need to rationalize her economic policies with this strategy making 
concerted efforts to enhance exports by diversifying them, finding new markets. 

Nath (2013) attempts to identify the impact of global recession in key sectors, 
especially in exports and remittances on the Bangladesh economy and how the 
country could mitigate its possible adverse impacts. The global recession that 
initially affected the US and EU countries, also affected Bangladesh to some 
extent. The major affected sectors of Bangladesh economy were exports, 
remittances and scale of migration. The total export value increased but rates of 
change decreased drastically. On the other hand, some expatriates from abroad 
were returning back but foreign remittance did not decline. However, Bangladesh 
came out very well from the global recession due to nature and extent of its 
integration with the world economy.  

Taslim et al. (2011) examine the export performance of Bangladesh: Global 
Recession and after. The study find out that world trade was severely disrupted by 
the global recession of 2008-09 with exports of most countries declining sharply. 
The economies of both of the major export markets of the world, the USA and the 
EU, shrank substantially. This reduced their aggregate domestic expenditure, which 
in turn reduced their import demand for goods from the rest of the world. On the 
other hand, the export of Bangladesh, especially the export of readymade garments, 
which constitute more than three-quarters of the total export of the country, did not 
decrease much despite the fact that most of it is sold to the EU and the USA. 
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Mamun et al. (2010) analyzes the trends and various aspects of workers’ 
migration and remittances in Bangladesh. It also discusses the micro and 
macroeconomic impacts of remittances. The paper find out that most remittance 
transfers have been used by migrant-sending households for consumption and 
help to reduce poverty in Bangladesh. The analysis presented in the paper further 
indicates that the remittances may have significant effects on other 
macroeconomic variables as well.  

Adnan et al. (2015) reveals the absolute dominance of RMG sectors in the export 
earnings over other sectors of the country as its share is almost 81 percent of the 
export earnings. The study shows that the EU (as a zone) has been the biggest 
market with 55 percent of the total RMG export earning followed by the United 
States (as a single country market) holds 23 percent and 14 percent of the total 
exports of Bangladesh exported to emerging markets such as, Australia, Brazil, 
China, Japan and South Africa. Both product and market diversification are needed 
for the sustainability of this industry. New markets such as Japan, Russia, and 
Brazil can be lucrative destination with both high and low value ended products.  

Bhattacharya et al. (2006) has projected the growth prospect and likely behaviour 
of Bangladesh’s external sector under three scenarios: (i) optimistic scenario (8% 
GDP growth per annum), (ii) business as usual scenario (6% GDP growth per 
annum), and (iii) base case scenario (4% GDP growth per annum) based on the 
past performance and changes in the global economy.  The study has projected the 
required level of exports, imports, remittances, foreign aid and foreign investment 
to attain a consistent GDP growth at the rate of 4%, 6% and 8% up to the year 
2020. The report concludes that future growth of Bangladesh will depend on 
promoting export, sustaining remittances, and triggering export.  

The above mentioned studies explain the performance of export and remittance 
during the global recession. However, there is a dearth of studies to examine the 
trends, structure and performance of exports and remittance in the context of 
Bangladesh. To fill up this gap we have taken this study since exports and 
remittances have played an important role in external sector performance. The 
findings of the study may give some policy indications to the policy maker in 
formulating policy for the external sector.  
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changed over time. Regarding this, Government has undertaken several initiatives 
(to increase remittances flow in proper channel) and a number of policy supports 
were announced (focusing mostly on skill development) to mitigate the slowdown 
of inflow of remittance and migration. Nevertheless, Bangladesh has to try hard to 
maintain its commendable liaison with the labour-importing countries, especially 
in the Middle East and Malaysia. The decreasing rate of remittance and 
manpower exports might cause a serious hamper to the economy by reducing 
employment opportunities and output levels. 

On the other hand, export growth has underperformed over the few years. 
Commodity exports show that Bangladesh is predominantly a manufactured 
goods exporting country and Bangladesh's export basket has concentrated in a few 
commodities. In addition, export earnings from Bangladesh are centered in a few 
destinations which indicate threat for Bangladesh's export sector.  Region-wise 
and commodity-wise export provides an implication that the country’s export 
earnings are vulnerable due to dependency on a few country and few products. 
Any fluctuations of the export demand from these regions might seriously affect 
the external balance of the country and thereby affect the growth of the economy. 
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Appendix 

Table-I External Sector Indicators 
Year Export 

growth 
Import 
growth 

Remittance 
growth 

Reserve (in 
million 
USD) 

FDI (in 
million 
USD) 

C/A % 
of GDP 

GDP 
growth 

Inflation Exchange 
Rate 

FY80 17 39 101 262 9 -1.2 3.0 18.5 15.49 

FY85 15 10.2 -25 426 -7 -1.1 3.0 10.9 25.96 

FY90 18 11.4 -2 523 3 -3.6 5.9 9.3 32.92 

FY95 37 39.2 10 3070 92 -0.1 4.9 5.2 40.20 

FY00 8 4.9 14 1602 383.0 -0.9 5.9 3.4 50.31 

FY05 14 20.6 14 2930 800.0 -0.9 6.0 6.5 63.75 

FY10 4 5.4 13 10750 636.0 3.2 5.6 7.3 69.18 

FY15 3.1 3.0 7.7 25021 2525.0 1.8 6.6 6.4 77.68 

FY18 6.4 25.2 17.3 32943.5 3290.1 -3.6 7.9 5.8 82.12 

Source: IFS Yearbook 2000, Annual Report BB, Economic trends, BB. 
 

Table-II Country wise Overseas Employment from 1976 to 2018               up to December 2018 
Year KSA UAE UK Kuwait Libya Qatar Oman Singapore Bahrain Japan Malaysia Others Misc. 

Clearance 
Total 

Employment 
1990 57486 8307  5957 471 7672 13980 776 4563  1385 3217  103814 
1991 75656 8583  28574 1124 3772 23087 642 3480  1628 585  147131 
1992 93132 12975  34377 1617 3251 25825 313 5804  10537 293  188124 
1993 106387 15810  26407 1800 2441 15866 1739 5396  67938 724  244508 
1994 91385 15051  14912 1864 624 6470 391 4233  47826 3570  186326 
1995 84009 14686  17492 1106 71 20949 3762 3004  35174 7290  187543 
1996 72734 23812  21042 1966 112 8691 5304 3759  66631 7663  211714 
1997 100534 54719  21126 1934 1876 5985 27401 5010  2844 9648  231077 
1998 158715 38796  25444 1254 6806 4779 21728 7014  551 2580  267667 
1999 185739 32344  22400 1744 5611 4045 9596 4639 7  2057  268182 
2000 144618 34034  594 1010 1433 5258 11095 4637 22 17237 2748  222686 
2001 137248 16252  5341 450 223 4561 9615 4371 19 4921 5964  188965 
2002 163269 25462  15769 1574 552 3854 6856 5421 37 85 2377  225256 
2003 162131 37346 166 26722 2855 94 4029 5304 7482 12 28 8021  254190 
2004 139031 47012 2055 41108 606 1268 4435 6948 9194 47 224 12448 8582 272958 
2005 80425 61978 2793 47029 972 2114 4827 9651 10716 79 2911 16967 12240 252702 
2006 109513 130204 1625 35775 104 7691 8082 20139 16355 174 20469 20663 10722 381516 
2007 204112 226392 972 4212 1480 15130 17478 38324 16433 164 273201 24489 10222 832609 
2008 132124 419355 952 319 5067 25548 52896 56581 13182 133 131762 26222 10914 875055 
2009 14666 258348 1253 10 22742 11672 41704 39581 28426 39 12402 35950 8485 475278 
2010 7069 203308 173 48 12132 12085 42641 39053 21824 17 919 43873 7560 390702 
2011 15039 282739 30 29 89 13111 135265 48667 13996 20 742 50618 7440 568062 
2012 21232 215452 17 2 14975 28801 170326 58657 21777 420 804 65826 9509 607798 
2013 12654 14241 14 6 7175 57584 134028 60057 25155 41 3853 85221 9224 409253 
2014 19657 24232 16 3094 4461 87575 105748 54750 23378 55 5134 85894 11690 425684 
2015 58270 25271 4 17472 231 123965 129859 55523 20720 99 30483 89287 4697 555881 
2016 143913 8131 11 39188  120382 188247 54730 72167 165 40126 80081 10590 757731 
2017 551308 4135 7 49604 1 82012 89074 40401 19318 145 99787 60431 12302 1008525 
2018 257317 3235 8 27637 63 76560 72504 41393 811 163 175927 65319 13244 734181 

              

Source: Bureau of Manpower, Employment and Training (BMET). 


