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Industry and Market Overview
An agrarian country with a tropical climate and fertile soil, Bangladesh is rich
in agricultural produce. Total agricultural production is currently around
70,000 metric tonnes (MT), with rice, potatoes and sugarcane accounting for
more than 70% of total production. Other major crops produced in
Bangladesh include eggplant, tomato, cabbage, mango, jackfruit, banana.
The agro & food processing industry in Bangladesh is growing steadily
along with economic growth. The industrial production (for food &
beverage) has grown more strongly than its overall economic growth as
well as the industrial production of the neighbouring countries.
Furthermore, per-capita production of the industry is still lower than that
of India, China, and other neighbouring countries, implying a large room
for the industry to expand further.
At present, there are around 1,000 food processors across the country, of
which approximately 10% are considered large and medium-sized
enterprises, while the rest are considered small enterprises. Among them,
about 300 companies are currently registered with the Bangladesh
Agro-Processing Association (BAPA). Out of the BAPA members, 30% are
large and medium-sized enterprises. Almost all large units are accredited with
Hazard Analysis and Critical Control Point (HACCP) and ISO-22000 (food
safety standards), while less than half of medium-sized units are operating
with these standard certifications.
The domestic market size of packaged foods amounted to USD 3.0 billion
in 2013, grew to 5.2 billion in 2018, and is forecasted to reach 7.3 billion in
2023 (according to Euro monitor 2019). In the packaged food market,
edible oils, dairy products and snacks dominate in terms of sales value.
These products are expected to continue growing steadily by around 6%
per annum till 2023. Products that are expected to expand rapidly include
processed fruits and vegetables, seafood, and meat, which are expected to
grow by 8%, 13%, and 13% per year respectively.
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Propelled by rising percapita income, increasing
urban dwellers, growing
participation of women in
the workforce and the
resulting lifestyle change,
the demand for packaged
or ready-to-cook food is
expected to continue to
expand rapidly. Besides,
changing dietary habits
and increasing awareness
about food quality/ safety
will push the need for
$2,000 healthy and safe food
products.

Source: Euromonitor 2019

$1,000
2023F

Export of Processed Foods
Bangladesh exports a variety of agro & processed food products to more than a
hundred countries around the world. Processed food export from Bangladesh
has been growing at an annual rate of 16.6% over the last four years. In
FY2019-20, the sector realized export earnings worth USD 1.3 billion, and
exported over 700 items including around 60 processed food products (such as
frozen fish/ shrimp, processed meat/ fruit/ vegetable, processed food in dry
form, tea). Major export destinations include the European Union (EU), the USA,
the Middle East and Gulf nations. At present, around 250 agro/ food processing
companies are involved in exporting food products.
While frozen fish/shrimp remains a dominant export item, processed foods such
as edible oil, snack, juice, sauce, confectionery, noodles are the fastest growing
segments. Exports of frozen fruits and vegetables have also shown a promising
growth pattern at an annual rate of over 7% over the past four years. Global
demand for agro/ food products is expected to grow at an average rate of 15%
per annum till 2028 according to OECD-FAO agricultural outlook. This forecasted
growth indicates an additional opportunity for Bangladeshi agro/ food
processing industry to diversify its markets, which can also benefit from
preferential overseas market access to 52 countries and substantial demand for
locally processed food among overseas Bangladeshi communities.
Bangladeshi export of agro/processed food products

Source: Export Promotion Bureau
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Competitive cost of production: Represented by a young, industrious, and
competitive labour force combined with the government's generous incentive
system in the form of income tax reductions and export subsidies, the cost of
production in Bangladesh is one of the lowest in the world. Leveraging the
cost competitiveness of Bangladesh will be an indispensable factor for
developing the export potential of locally processed food products.
Access to plentiful agro-resources: Benefiting from a large number of farmers
and fertile soil, Bangladesh is capable of producing a variety of crops, ranging
from rice, sugarcane, fruits such as jackfruit (the world 2nd producer), mango
(9th), guava (8th), and vegetables such as potato (6th), eggplant and
tomato, to livestock (the world’s 12th largest cattle inventory) and fisheries.
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Processed fruits and vegetables:
As one of the top tropical fruits and fresh
vegetable producer in the world, ranked
10th and 15th respectively (FAO 2018),
Bangladesh offers immense opportunity
to invest in the local processing of
numerous fruits and vegetables, thereby
satisfying the growing and untapped
demand of the domestic market.
Bangladesh produces an abundant
quantity of mangoes, jackfruit, banana,
guava, pineapple, papaya, and other
fruits; besides, the country is prolific in
growing vegetables such as potato,
tomato, egg plant, pumpkin, etc.
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Local demand for processed fruit
and vegetable products, such as
potato chips, natural juice,
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recently, the volume remains low.
Similarly, the extent of local processing is still minimal
for other fruits and vegetables. Only 2% of potatoes
and 5% of tomatoes are locally processed. Bangladesh
exports mango juice, but imports 30% of pulp
materials. Bangladesh also imports 4,500 MT of
processed potato products and 1,600 MT of tomato
products, despite being one of the main producers of
these crops. Given the projected increase in demand
for such processed foods, the potential for local
processing is enormous.

Bangladesh is
the 10th and 15th
largest fruit
and vegetable
producer

Potential for healthy and safety foods: The Bangladesh market is
comprised of a growing population that is increasingly conscious of the health
and nutrition benefits of food. The resultant change in dietary habits will give
further opportunity for local food processors to invest in developing healthy/
safe and nutritionally-rich food products that seek locally available natural and
organic fruits and vegetables.

Dairy products: In tandem with the growing
purchasing power and increasing awareness of
health, consumption of milk and dairy products
grew by 17% annually between 2009 to 2018.
Despite an increase in the production capacity
over the years, demand has persistently
outpaced the supply, thus generating a gap in
the domestic market.

Bangladesh is the
12th largest holder
of cattle inventory in
the world

Currently, local dairy industry is meeting around 65% of the total local milk
demand of 15.2 million metric tons. The remaining demand for milk is met
primarily through imports. Furthermore, per-capita consumption of milk and
dairy products in the country still remains below the optimum level
recommended by the WHO. The optimum daily intake of milk is 250 ml per
person, whereas the supply capability amounts to about 165 ml.
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Bangladeshi import of milk/diary products
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Driven by the rise of the middle-income class, coupled with their change of
consumption behaviour, demand for processed milk (involving sophisticated
technology of ultra-high temperature) and various dairy products (powder
processing, cheese, yoghurt, ice-cream, ghee, and other derivatives) is
expected to grow strongly, thus creating a huge opportunity for investment.
Edible oil is one of the major
packaged food products in Bangladesh,
with an annual demand of around 3
million MT in 2018. Although, the
demand has grown at an annual rate of
8 to 12% in recent years, currently
over 90% of the demand is being met
by import of palm and soybean oils.
Domestic production (mustard and ricebran oils largely) is limited to 0.3
million MT, because of the shortage of
local raw (seed) materials.
The Bangladeshi government is keen
on promoting edible oil investment (oil
extraction process for rice bran,
mustard) and offers sector-specific
incentive to the oil producers.

Growth forecast of edible oil market
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Continued (rice bran oil): Bangladesh has the potential to enhance its
production of rice bran oil as a major producer of rice since the country
currently utilizes only 11% of rice bran for producing oil. The Euromonitor
2019 forecasts that the market size of rice bran and mustard oil in
Bangladesh will grow at an annual rate of 7.5% till 2023.
Processed meat: Meat consumption in Bangladesh has been steadily
increasing at an annual rate of 15% on average along with the development
of poultry farming. Moreover, the growing number of restaurants and hotels
has boosted demand for meat processing products across the country. The
Euro monitor 2019 stated that the market size of processed meat stood at
USD 24 million in 2018 and will strongly grow at an annual rate of over 13%
till 2023. Besides, the global halal meat market provides an additional
opportunity for the Bangladeshi industry to explore.
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Owing to the growing Muslim
population in the globe
(forecasted to account for
around 30% of the world
population by 2030), the
market segment for halal
meat is projected to grow to
USD 3.0 trillion by 2024 from
the existing level of USD 1.6
trillion in 2018, at an annual
rate of nearly 11% during
the same period (according
to Straitreseserch).

Frozen and ready-to-cook food: The frozen and ready-to-cook food
segment in Bangladesh has experienced rapid growth with an annual rate of
15% over the past five years. The market size was over USD 95 million in
2019 and is expected to reach around 355 million by 2024 (according to
research by Financial Planning). With an increasing middle-income class
coupled with changing lifestyles, demand for frozen or ready-to-cook food
products is expected to increase in Bangladesh. Young families and urban
dwellers increasingly prefer convenience, which could be satisfied by
pre-cooked food.
Beverage (soft drink): Soft drink has been one of the fastest growing
segments across the country. Mordor Intelligence estimated the soft drink
market in Bangladesh at USD 610 million in 2018 and is expecting it to grow at
an annual rate of 12.5% till 2025, generating a huge opportunity for investment.
Multi-purpose cold storage facility: At present, there are over 400 cold
storage facilities in the country with a storable capacity of 5.5 million MT
(according to Bangladesh Cold Storage Association). The majority of the
capacity is utilized for storing potatoes. Considering the large post-harvest
losses of various fruits and vegetables, Bangladesh needs multi-purpose
cold storage facilities to cater to various crops simultaneously in view of
stabilizing the supply and price of these crops.

Regulatory Agencies concerned with Agro/ Food Processing Industries
Bangladesh
Standard and
Testing Institution
(BSTI)

BSTI is a national standards body, which formulates the
national standards for quality of products and services,
conducts laboratory test, and provides certification (both
mandatory and voluntary).

Bangladesh Food
Safety Authority
(BFSA)

BFSA regulates and monitors the activities related to
manufacture, import, processing, storage, distribution and
sales of foods to ensure food safety. BFSA also facilitates
and coordinates the activities of all institutions concerned
with food safety management.

Sector-specific Investment Incentives and Restriction
Incentive

- Reduced CIT for 5 to 10 years depending on location, for
industrial undertakings engaged in processing of locally
produced fruits and vegetables.
- Complete tax exemption on income from rice bran oil
production up to 10 years.
- 20% special rebate on electricity consumption to agro
processing units.
- Tax exemption on royalties, technical knowhow/
assistance-related fees (and their repatriation).
- Exemption of import duties on capital machineries.
- Full repatriation of profits & initial investment amount.
For exporters:
- 50% tax exemption for income derived from export.
- No VAT imposition on export goods.
- 20% export subsidy/ cash incentive for exporters of locally
processed agricultural products and 100% halal meats.
- Duty-free market access (preferential treatment) to 52 nations.

Restriction No specific restriction exist upon the entry of foreign investors.
Industry Associations
Bangladesh Agro
Processors Association (BAPA)
www.bapabd.org

Auto Biscuit Bread
Manufacturers
Association (BABBMA)

BAPA represents and promotes processors of all types
of agricultural products, including basic crops, fruits,
vegetables, dairy products, poultry, fisheries and other
agricultural products. BAPA also offers support to
contract producers who provide products to the food
processing industry. Moreover, BAPA facilitates the
export of processed food products through organizing
promotional and marketing events, advocates for
favourable policy environment, and facilitates R&D in
collaboration with R&D institutions to improve the
productivity of agricultural products.
BABBMA represents the interests of bakery and manufacturers of biscuit and confectionery, supports their
market development, as well as advocates for a favourable policy environment.

BCSA represents the interests of local cold storage
owners (largely storage for potatoes) and advocates for
favorable policies for potato supply chain development.
*Disclaimer: This document has been prepared for informational purposes only
and does not intend to promote any product.
Cold Storage
Association (BCSA)

Bangladesh Investment Development Authority
“Bangladesh - We Nurture Your Investment Dreams”
BIDA undertakes the functions of investment promotion and facilitation, and
policy advocacy in accordance to the Industry Policy and provides inquiry/
consultation/ licensing facilitation services to the investors outside the jurisdiction
of other investment authorities (BEZA, BEPZA, High-tech Park Authority). Those
investors registering with BIDA for their investment projects are able to benefit
from the following key incentives and privileges:
Category

Notes

Tax
holiday

- Phased Corporate Income Tax (CIT) exemption for 32 designated sectors/
products (as per the Finance Act 2020), depending on location of factories
- Phased CIT exemption for private IPPs (which construct powerhouse after
June 2016) and full CIT/ capital gain tax exemption for PPP projects
- Full CIT exemption for ICT/ software industry

Tax rebate

Applicable for manufacturing industries of which factories i) are located, ii)
move, iii) have already operated, outside Dhaka City

Import
duty exemp.

- On capital machinery/ spares
- VAT exemption for imported capital machinery/ spares

Other tax
exemption

- On interest payable on foreign loans
- On royalty/ technical license fees obtained from foreign company/ expert
- On personal income tax for foreign technician
- One capital gain from the transfer of shares of listed public companies

Non-tax
incentives

- Accelerated depreciation for newly established industries in lieu of tax
holiday on their factory, machinery and plant

* The above may be subject to revision upon annually enacted Finance Act and individual regulations.
Export-oriented industries regardless of their locations can benefit from additional privileges and facilities.

Bangladesh Economic Zones Authority
“BEZA is a smart way for business in Bangladesh”

BANGLADESH
ECONOMIC ZONES
AUTHORITY

BEZA develops and manages economic zones (EZs) in view of generating more
spillover effects of investment for industrialization. Currently a number of EZs are
being developed throughout nation to cater for investment needs of both foreign
and local investors, utilizing a variety of development schemes including BEZA’s
own initiative, private initiative, public-private-partnership and bilateral
agreement with foreign government. The investors tenanted in EZs are able to
benefit from the following key incentives/ privileges:
Fiscal
incentive

- Phased Corporate Income Tax (CIT) exemption for 10 years
- VAT exemption for imported machinery/ const. material, utility expense
- Duty exemption for imported vehicle
- Duty exemption for import/ export of goods/ materials with bonded
warehouse facility
- Personal Income Tax exemption for expatriate salary
- Tax exemption for dividend/ royalty and technical license fees, etc.
- Exemption of local government tax/ land development tax
- Exemption from registration fee on land transfer/ loan document, stamp
duty on loan document/ lease of land and space

Non-fiscal
incentive

A variety of privileges and facilities are available.
(see the website of BEZA: http://www.beza.gov.bd/)

* The above may be subject to revision upon annually enacted Finance Act and individual regulations.
*Disclaimer: BIDA shall not be liable for any incidental or consequential damages that may result
from the usage of information obtained from this brochure.
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