
113

  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 150.0 million
GDP (PPP): $306.0 billion
6.1% growth in 2012
5-year compound annual growth 6.2%
$2,039 per capita
Unemployment: 5.0%
Inflation (CPI): 8.7%
FDI Inflow: $990.0 million
Public Debt: 31.7% of GDP
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Bangladesh’s economic freedom score is 54.1, making its 
economy the 131st freest in the 2014 Index. Its overall score 

has increased by 1.5 points since last year, reflecting improve-
ments in trade freedom and business freedom that offset a 
notable decline in freedom from corruption. Bangladesh is 
ranked 27th out of 42 countries in the Asia–Pacific region.

Over the 20-year history of the Index, Bangladesh has 
advanced its economic freedom score by over 10 points. The 
overall score increase has been relatively broad-based in six of 
the 10 economic freedoms including trade freedom, business 
freedom, and fiscal freedom, the score for which has improved 
by more than 20 points.

Nonetheless, Bangladesh continues to be considered “mostly 
unfree” due to a serious lack of progress in other critical areas 
of economic freedom. The country has lagged in promoting 
the effective rule of law. The judicial system remains vulner-
able to political interference, and property rights are not 
strongly protected. Lingering corruption further undermines 
enforcement of the rule of law and hampers the emergence of 
more vibrant economic activity.

BACKGROUND: The political landscape was marred by vio-
lence in early 2013 when a war crimes tribunal set up by the 
government of Prime Minister Sheikh Hasina Wajed to inves-
tigate and punish human rights violations during the war for 
independence in 1971 handed down its verdicts. The politi-
cal volatility comes, however, in the context of overall eco-
nomic and social gains of the past decade. Life expectancy has 
increased by 10 years, infant mortality has declined by nearly 
two-thirds, female literacy has doubled, and economic growth 
has averaged over 5 percent annually. Yet Bangladesh remains 
one of the world’s poorest nations. The majority of its people 
work in agriculture, and garment manufacturing accounts for 
over 90 percent of export earnings. On April 24, 2013, a gar-
ment factory collapsed, killing over 1,100 workers and spur-
ring calls for tighter regulations.
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THE TEN ECONOMIC FREEDOMS

Corruption is a serious impediment to investment and economic growth in Bangladesh. By 
some estimates, bribes and other off-the-record payments paid by firms related to public pro-
curement, tax and customs collection, and other regulatory authorities may reduce annual 
GDP by 3 percent. The British-legacy legal system provides for an independent judiciary, but 
contract enforcement and dispute settlement are inefficient.

Despite some progress, significant bureaucratic impediments to entrepreneurial activity and 
economic development persist. The labor market remains underdeveloped, and enforcement 
of the labor codes is ineffective. The informal sector continues to be an important source of 
employment. The government maintains an extensive system of price controls and subsidies 
for basic food staples, fuels, fertilizers, and electricity.

Bangladesh has a relatively high 13 percent average tariff rate due to its reliance on tariff rev-
enue to finance the government. Regulations affecting investors can be non-transparent and 
burdensome. Amendments to the Bank Companies Act, intended to strengthen the indepen-
dence of the central bank and reduce special treatment of the state-owned commercial banks, 
were passed in 2013.

The individual income tax rate remains at 25 percent, and the corporate income tax rate is 45 
percent. Financial institutions and mobile phone operators are taxed at higher rates. Other 
taxes include a value-added tax (VAT). Overall tax revenue has risen to 9.9 percent of GDP. 
Government spending has fallen slightly to 16 percent of the economy. The government has 
raised taxes on mobile phones to cover food subsidies.
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