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Impact of withdrawal of cash incentive as export subsidy on 
export earning in Bangladesh upon LDC graduation

4 4

4 

Abstract

Bangladesh is poised to graduate into a developing economy later in 2026 according to 
the UN declaration as all criteria were met. However, the new economic environment will 

graduating and developing economies coped and offset export loss while they graduated. 
Based on primary survey data the relevance of cash incentive could not be quantitatively 

that Developing a business environment and reducing doing business cost are the most 
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4.  Analysis and Findings

Figure 1: Perception on withdrawn Cash incentive after LDC Graduation

Figure 2: Export Sectors of Business Operation
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Figure 3: Total Yearly Export Earnings (USD)

Figure 4: Getting Cash Incentives against Export Earnings
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Figure 5: Getting Cash Incentives in a year

Figure 6: Percentage of production cost reduced by cash incentive program
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Figure 7: The decreased export earnings due to stopping the cash incentives

Figure 8: Competitiveness loses due to withdraw of cash incentive
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Figure 10: Reduction of corporate tax rate and Easing Administrative Process
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Figure 11: Easy access to Disaster Risk Management insurance from international 
disaster fund

Figure 12: Signing FTA/PTA/RTAs
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Figure 13: Market Development

activities
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Figure 15: Strengthening backward and forward linkage Industry

Figure 16: Developing transportation facility to connect global market
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Figure 17: Capacity development assistance

Figure 18: Developing business environment and reducing doing business cost
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Findings from these responses are as follows:

Table: 1 Summary of Responses for different alternatives to cash incentives

Sl. Variable Obs Mean Sum Std. Dev. Min Max Sum of 
Maximum 
Value

Sum of 
Minimum 
Value

1 EasyaccesstoLow-

govt, and developed 
countries including 
EDF

131 4.62 605.00 0.7591 1 5 655 131

2 Reduction of 
corporate tax rate and 
Easing Administrative 
Process

131 4.66 611.00 0.6153 1 5 655 131

3 Easy access to Disaster 
Risk Management 
insurance from 
international disaster 
fund

131 3.93 515.00 1.0611 1 5 655 131

4 Signing FTA/PTA/
RTAs

131 4.24 556.00 0.8512 1 5 655 131

5 Market Development 131 4.73 619.00 0.5554 1 5 655 131

6 Supporting product 

Automation and 
quality assurance 
activities

131 4.56 597.00 0.6097 1 5 655 131

7 Strengthening 
backward and 
forward linkage 
Industry

131 4.32 566.00 0.7673 1 5 655 131

8 Developing 
transportation facility 
to connect global 
market

131 4.51 591.00 0.8803 1 5 655 131

9 Capacity development 
assistance

131 4.66 611.00 0.6749 1 5 655 131

10 Developing business 
environment and 
reducing doing 
business cost

131 4.76 624.00 0.5238 1 5 655 131

Overall 5895.00 6550 1310
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Table: 2 Summary of Responses for different alternatives to DFQF facility

   Issues Highly Important 
(%)

Important 
(%)

Total 
(%)

4.1. Qualitative Analysis
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Sectors

RMG and Textile

Findings

Agro-processing 
industry
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Light engineering

Sectors Findings

Leather and leather 
goods

Pharmaceuticals

Jute and Jute 
Goods
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Jute and Jute 
Goods

IT and ITES

4.2 Quantitative Analysis

Sectors Findings
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(Please see Tables A2 – A4 for details). 

5. Experience of graduated Economies for export market   
 competitiveness 
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can be offered

6.  Conclusion
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Appendix

Table: A1 Thresholds

for overall scores at different 
levels of important

 for (131 respondents and 10 
variables)

Degree of 
Importance

Threshold of Scores for 
each variable

Threshold for all 10 
variables

Table: A2 Model Summary

a

t

Question 1: Do you know that Cash incentive will be withdrawn after LDC Graduation 
of Bangladesh?

A4 Number Percent

Total 176 100.0
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Question 2: Which export sector does your business belong to?

A5 Number Percent

Total 176 100.0

Question 3: What are your total yearly export earnings? (In USD)

A6 Number Percent

Total 176 100.0

Question 4: Are you getting any cash incentives against your export?

A7 Number Percent
45

Total 176 100.0

Question 5: If yes, how much cash incentive do you get in a year (in USD)?

A8 Number Percent

Total 131 100.0
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Question 6: What percentage of production cost reduction is supported by this cash 
incentive program?

A9 Number Percent

5

Total 131 100.0

Question 7: How much export earnings will decrease, in a year, if the cash incentive 
stops (in USD)?

A10 Number Percent

4
Total 131 100.0

Question 8: “If cash incentive is withdrawn, my business will lose competitiveness 
in the world export market”. Do you agree with this statement?

A11 Number Percent

Total 131 100.0

including EDF

A12 Number Percent

4
4

Total 131 100.0
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Question 9: Reduction of corporate tax rate and Easing Administrative Process

A13 Number Percent

4

Total 131 100.0

Question 9: Easy access to Disaster Risk Management insurance from international 
disaster fund

A14 Number Percent
4

Total 131 100.0

Question 9: Signing FTA/PTA/RTAs

A15 Number Percent

5

Total 131 100.0

Question 9: Market Development

A16 Number Percent

Total 131 100.0
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activities

A17 Number Percent

Total 131 100.0

Question 9: Strengthening backward and forward linkage Industry

A18 Number Percent

Total 131 100.0

Question 9: Developing transportation facility to connect global market

A19 Number Percent

5

Total 131 100.0

Question 9: Capacity development assistance

A20 Number Percent

Total 131 100.0
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Question 9: Developing business environment and reducing doing business cost

A21 Number Percent

Total 131 100.0

[Crosstab] Question 2: Which export sector does your business belong to? by 
Question-5: If yes, how much cash incentive do you get in a year (in USD)?

A22 below 1 mn 1-100 mn 300-400 mn Total

                                    Number Percent Number Percent Number Percent Number Percent

44

4

Total 94 71.8% 36 27.5% 1 0.8% 131 100.0%

[Crosstab] Question 2: Which export sector does your business belong to? by 
Question-8: “If cash incentive is withdrawn, my business will lose competitiveness 
in the world export market”. Do you agree with this statement?

A23 No Yes Total

                                      Number Percent Number Percent Number Percent

5

4 44

5

4      4

Total            16 12.2% 115 87.8%      131 100.0%


