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Executive Summary

This Startup Ecosystem Assessment Report (SEAR) walks through the current condition and the
prospective scenario of the startup ecosystem of Bangladesh. The report generates actionable insights
for stakeholders throughout this growing sector of the economy. The report presents an overview of the
macroeconomic and development context of the country, and the technological advancement of the
nation in the past few years, and uses this context to situate its assessment of the current startup
ecosystem.

Using up-to-date data, the SEAR builds up a picture of Bangladesh’s readiness to build a strong
ecosystem for startups. The SEAR also accounts for the growing importance of using a gender lens to
carefully treat the country’s investment environment, with the intention to provide useful information to
enhance the contribution of women to every sector of the economy. The report has been compiled with
support from multiple organizations and individuals, including the Bangladesh High-Tech Park Authority
(BHTPA), and these expert views contribute to realistic and grounded policy recommendations.

This report will give interested parties a close look at the current state of the startup ecosystem of
Bangladesh, and will facilitate further development of policy by the Government of Bangladesh (GoB)
related stakeholders, and also be of interest to private enterprise and investors.

The report presents the following key drivers of the startup ecosystem:

1. Strong Economy Vitals for Startups: A tech-adaptable young population with 62 per cent+
of people under 35 years; 167 million people (8th largest in the world); with high density
(1,265 people/Sq Km). Middle class growing at 10 per cent per annum to reach 34 million by
2025, 107 per cent mobile phone connection, 75 per cent internet penetration, 125 million+
people on internet with 123 million mobile internet penetration. The pandemic has also
accelerated the use of information and communications technology (ICT), including digital
commerce, education, healthcare, and agriculture.

2. Demographic Bulge with the Right Skillsets: The country generates 5,000+ IT graduates each
year and is creating a strong group entrepreneurs focused on solving critical problems, including
those arising during the pandemic. The country’s median age of 28 years means more young
people are willing to take risks and explore innovations in the economy. With limited opportunities
for STEM graduates (due to the absence of large-scale industrialization except for RMG/Textile),
these young professionals are looking into forming ICT-enabled companies and startups. NRBs
(Non-Resident Bangladeshis) are also returning, bringing in both investment capital and
knowledge remittance.

3. Bangladesh Startup Ecosystem at an Inflection Point: The Bangladesh startup ecosystem is at
an inflection point with an excess of USD 459 million of investment5, including international
investments from large corporate investors and venture capital funds, investing in industries like
FinTech, Logistics, and Mobility over the last five years. The emergence of active Angel
Investment Networks, Impact Investing, and local and international operating accelerators/
incubators propelled 1,200+ active startups. This has generated 1.5 million+ employment, and
caused people to embrace the products and services of Startups as part of the country’s
everyday life. Additionally, the Bangladesh Securities and Exchange Commission (BSEC) has also
approved small-cap stock exchange guidelines, which is a big step towards providing investors
with a road to exit startup investments.
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4. Role of the Government: The Government of Bangladesh deployed the National ICT Policy in
2009 to become Digital Bangladesh by 2021. Government policies and projects from the ICT
Ministry, such as IDEA Project and Startup Bangladesh Limited, are driving improvements and
interest in the local startup ecosystem. The deployment of a network of technology parks
envisioned by the Bangladesh High Tech Park Authority, and supporting infrastructure including
data centers, is further advancing the vision of Digital Bangladesh. Such technology parks can
host both domestic and international technology companies, and contribute to the manufacturing
as well as high value services. To support advancement in the available skillsets in young
Bangladeshis, these networks of technology parks and associated programs also provide training
and capacity-building programs.

Based on the understanding on the startup ecosystem of Bangladesh, the report has identified several
policy imperatives, which are presented below:

a. To meet the rising interest in entrepreneurship among the youth population, it is imperative to
improve the foundational skills and knowledge support required for entrepreneurial ventures. The
education system needs to launch programs for building entrepreneurs through modification of
the curriculum.

b. Channels of entrepreneurial financial access need to be increased and diversified to meet the
varied needs of startups and entrepreneurs. This is especially important for women
entrepreneurs, who often face significant hurdles to accessing both traditional and new forms of
finance. New financing models can provide creative solutions for entrepreneurs, but inclusion of
a Gender Lens to assess these models is also vital. Creation of a new Gender Lens Investing fund
could contribute to further inclusivity in the startup ecosystem.

c. Improved access and availability of consolidated platforms are necessary to provide mentorship,
guidance, and training for entrepreneurs to create business links and networks.

d. There is a role for government to simplify administrative processes and remove inconsistencies in
policy design for entrepreneurs. Fragmented policies creates a complex system of compliance,
which is often difficult for budding entrepreneurs.

e. Access to local, regional, national, and international markets is vital for the growth and
sustainability of startups, and methods to increase the availability of data on foreign markets
must be found.

f. Provision of research & development facilities, power supply, accessible & affordable internet
services, and easy payment systems needs to be improved for the development of startup
innovation.

g. Bangladesh must improve its startup ranking compared to the neighboring and major countries
with a concerted effort of all stakeholders.

h. Government-backed investment has been welcomed in the sector, and further boosts could be
a way to increase the interest of private and global investors. Startup Bangladesh could look to
using fund-of-funds initiatives comparable to practice of the Small Industries Development Bank
of India (SIDBI).

i. Investment in and nurturing of women’s entrepreneurship is essential in tapping the full
development potential of Bangladesh’s population and economy.

j. Tax rebates for investors in startups, especially in impact startups, can increase the investment
flow both from foreign and local sources.

k. To promote the development of this sector and encourage private investor participation, the
National Board of Revenue (NBR) could provide a tax exemption to the Alternative Investment
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Funds dividends for a period of ten years. Similarly, management fees received by fund managers
can also be tax exempted for the same period. The NBR could gradually increase the tax rate
over time, as is done with Mutual Funds.

l. The “Alternative Investment Rule” of 2015 still proves to be an obstacle for international
investment into Bangladesh. Reconsidering regulations in this area by the Bangladesh Securities
and Exchange Commission (BSEC) can further encourage direct international investments in
Bangladesh.

m. Bangladesh Bank should consider reform of the FERA (Foreign Exchange Regulation Act), to
ensure smooth repatriation of investments. Foreign investors need to have the ability to
comfortably claim remittance on their investment through a safe and easy exit from the country
using formal banking channels. Similarly, the “Foreign Exchange Regulation Act 1947” should be
updated to ease the repatriation of profit from investments by international investors.
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