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Understanding Bangladesh’s Economic Position Through the Perspective of the
Per Capita Income (PCI)

Bangladesh’s economic landscape has been a subject of global interest for
several years. One of the key indicators used to gauge a country’s economic
development and living standards is the Per Capita Income (PCI). As of 2021,
the PCI of Bangladesh, calculated using the Atlas Method, stands at
approximately $2,250. Experts project that this figure is likely to remain
stable in the near future. This article delves into what this means for
Bangladesh, the factors influencing PCI, and the implications for the
country’s economic trajectory.

What Is the Per Capita Income (PCI) and Why Is
It Important?

Definition of PCI
Per Capita Income (PCI) is the average income earned by individuals in a
country during a specific period, usually a year. It is calculated by
dividing the Gross National Income (GNI) by the total population. The PCI
serves as a vital indicator of the economic well-being of a country's
citizens.

Significance of PCI in Economic Analysis
- Standard of Living: Higher PCI often correlates with better living
standards.
- Economic Development: It helps compare the economic progress of different
countries.
- Policy Formulation: Governments utilize PCI data for planning and
development strategies.
- Global Classification: Countries are often classified into income groups
(low, middle, high) based on PCI.



Understanding the Atlas Method for Calculating
PCI

What Is the Atlas Method?
The Atlas Method is a technique developed by the World Bank to smooth out
short-term fluctuations in exchange rates and price levels. It provides a
more stable measure of a country’s income by averaging exchange rates over a
period, typically three years.

Why Use the Atlas Method?
- Reduces Volatility: It minimizes the impact of currency fluctuations.
- Provides Comparability: Allows for fairer comparisons between countries.
- Adjusts for Price Changes: Accounts for inflation differences.

Current State of Bangladesh’s PCI (2021)

The $2,250 Benchmark
As of 2021, Bangladesh’s PCI using the Atlas Method is approximately $2,250.
This figure places Bangladesh in the lower-middle-income category according
to World Bank classifications.

Factors Contributing to the 2021 PCI
- Economic Growth Rate: Bangladesh has enjoyed steady GDP growth, averaging
around 6-8% pre-pandemic.
- Population Size: A large population (over 160 million) affects per capita
calculations.
- Remittance Inflows: Significant remittances from abroad bolster household
incomes.
- Agricultural and Industrial Output: Growth in textiles, garments, and
agriculture sectors contributes to income levels.

Why Is Bangladesh Expected To Maintain Its PCI?

Economic Stability and Growth Trends
Despite global uncertainties, Bangladesh’s economy has shown resilience. The



country’s focus on export-led growth, especially in textiles and garments,
continues to drive income levels.

Structural Reforms and Policy Support
- Investment in Infrastructure: Enhancing transportation, energy, and
communication networks.
- Ease of Doing Business: Policy reforms to attract foreign direct
investment.
- Skill Development: Investing in workforce skills to improve productivity.

External Factors Supporting Stability
- Remittance Stability: Continued inflow of remittances from abroad.
- Global Demand for Garments: The ongoing demand for Bangladeshi textiles
sustains employment and incomes.
- Foreign Aid and Investment: Ongoing support from international partners.

Challenges That Could Impact Future PCI

Global Economic Fluctuations
- Trade Disruptions: Global crises such as pandemics or trade wars could
impact exports.
- Commodity Prices: Fluctuations can influence costs and incomes.

Domestic Challenges
- Income Inequality: Unequal income distribution may not reflect in the
average PCI.
- Environmental Issues: Climate change impacts agriculture, a significant
sector.
- Political Stability: Political unrest can deter investment and economic
growth.

Implications of Maintaining the PCI at $2,250

For the Population
- Living Standards: Maintaining income levels suggests stable living
conditions.
- Poverty Reduction: Continued growth helps in lifting populations out of



poverty.

For Government Policies
- Focus on Sustainable Growth: Emphasizes the importance of policies that
sustain income levels.
- Social Welfare Programs: Need to address disparities to ensure equitable
development.

For Investors and International Partners
- Confidence in Market Stability: Stable PCI signals a predictable economic
environment.
- Investment Opportunities: Encourages foreign direct investment in key
sectors.

Future Outlook for Bangladesh’s PCI

Projected Trends
While current projections suggest Bangladesh will maintain its PCI around
$2,250, future growth hinges on several factors:
- Economic Diversification: Moving beyond textiles to other sectors.
- Technological Advancement: Adoption of new technologies to boost
productivity.
- Human Capital Development: Improving education and health systems.

Potential for Growth
- Digital Economy: Expansion of IT and digital services.
- Green Economy Initiatives: Sustainable practices that can open new avenues
for income.

Conclusion: Navigating the Path Ahead

Bangladesh’s current PCI of $2,250, calculated via the Atlas Method, reflects
a stable economic environment with promising growth prospects. While
maintaining this income level is a positive sign, the country must address
various internal and external challenges to sustain and enhance its economic
well-being. Strategic investments in infrastructure, human capital, and
diversification are crucial for Bangladesh to move upward in income
classifications and improve the quality of life for its citizens.



As the global economy evolves, Bangladesh’s resilience and proactive policy
measures will determine whether the country can break through current income
levels and achieve higher standards of living for its population. For now,
the steady maintenance of the PCI indicates a stable foundation upon which
future growth can be built.

---
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Frequently Asked Questions

What is the current PCI (Atlas Method) value for
Bangladesh in 2021?
The current PCI (Atlas Method) value for Bangladesh in 2021 is $2,250.

What factors contribute to Bangladesh maintaining
its current PCI level in 2021?
Factors include steady economic growth, stable inflation rates, consistent
export performance, and ongoing infrastructure development projects.

How does Bangladesh's current PCI compare to other
South Asian countries?
Bangladesh's PCI of $2,250 positions it competitively within South Asia,
reflecting steady economic progress relative to neighboring countries.

What are the projections for Bangladesh's PCI beyond
2021?
Projections suggest Bangladesh is expected to maintain or potentially
increase its PCI, supported by continued economic reforms and growth
initiatives.

Why is maintaining the current PCI important for
Bangladesh's economic stability?
Maintaining the PCI helps ensure economic stability, attract foreign
investment, and improve the standard of living for its citizens.



What policies could help Bangladesh sustain or
improve its PCI in the coming years?
Policies focusing on infrastructure development, diversification of exports,
improving the business environment, and investing in human capital are key to
sustaining or enhancing PCI.

Additional Resources
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Introduction

In the landscape of global development, Bangladesh has long been recognized
as a nation making impressive strides in improving socio-economic indicators.
Central to assessing its progress is the Per Capita Income (PCI), a critical
metric that reflects the average income earned by individuals in the country.
As of 2021, Bangladesh's PCI, calculated using the Atlas method, stands at
approximately $2,250. This figure not only encapsulates the country's
economic status but also serves as a barometer for its developmental
trajectory.

Understanding the nuances behind this figure, the factors influencing it, and
the projections for its future is essential for policymakers, investors, and
development experts. This comprehensive review aims to explore the current
PCI of Bangladesh, analyze the methodology behind its calculation, assess the
implications of maintaining this income level, and examine the broader
economic context shaping these figures.

---

The Significance of Per Capita Income (PCI)

Per Capita Income is a pivotal indicator used worldwide to gauge the economic
well-being of a country's population. It provides insights into the average
standard of living, economic productivity, and potential for development.
Higher PCI often correlates with better health outcomes, education levels,
and overall quality of life.

For Bangladesh, the 2021 PCI of $2,250 marks a significant milestone in its
economic journey, reflecting decades of growth, industrialization, and social
development. It also positions Bangladesh as a lower-middle-income country
according to World Bank classifications, a status that influences foreign
investment, development aid, and policy priorities.

---



Overview of the Atlas Method for PCI Calculation

What is the Atlas Method?

The Atlas method was developed by the World Bank in 1980 to provide a
standardized way of measuring countries' Gross National Income (GNI) per
capita, adjusting for exchange rate fluctuations and inflation. It smooths
out short-term volatility to give a more consistent picture of a country's
income level over time.

How Does the Atlas Method Work?

The calculation involves:

- Conversion of GNI into US dollars using a three-year moving average of
exchange rates.
- Adjustment for inflation via the GDP deflator.
- Calculation of per capita income by dividing the GNI by the population.

The formula ensures that temporary fluctuations in currency markets do not
distort the assessment of economic progress.

Why Use the Atlas Method?

- Comparability: It allows consistent cross-country comparisons over time.
- Stability: Provides a smoothed estimate that accounts for market
volatility.
- Policy Relevance: Assists in categorizing countries for aid eligibility and
development priorities.

---

Bangladesh’s 2021 PCI: Context and Composition

The 2021 Figure: $2,250

According to the World Bank’s 2021 data, Bangladesh’s GNI per capita,
calculated via the Atlas method, is approximately $2,250. This figure
indicates a notable improvement from previous decades, reflecting sustained
economic growth.

Sectoral Contributions to Income

- Manufacturing and Textiles: The backbone of Bangladesh's exports,
contributing significantly to income.
- Agriculture: Despite a declining share, it remains vital for rural
livelihoods.
- Services Sector: Growing rapidly, especially in telecommunications,
banking, and tourism.

Demographic Factors



- Population Growth: Steady growth impacts per capita calculations.
- Urbanization: Increasing urbanization amplifies income levels in cities
compared to rural areas.
- Education and Workforce Skills: Improving literacy rates and vocational
training bolster productivity.

---

Factors Influencing the Maintenance of the $2,250 PCI

Economic Growth Trajectory

Bangladesh has experienced an average GDP growth rate of around 6-8% over the
past decade, driven by exports, remittances, and domestic consumption.
However, maintaining or increasing the PCI depends on sustaining this growth
rate amid global and domestic challenges.

Export-Driven Economy

- The ready-made garment (RMG) sector accounts for a significant portion of
exports.
- Diversification efforts into pharmaceuticals, information technology, and
other sectors are underway.
- Global demand fluctuations and trade policies directly impact income
levels.

Remittance Inflows

- Remittances have become a vital income source, contributing to household
income and national reserves.
- The COVID-19 pandemic temporarily disrupted remittance flows, but recovery
is ongoing.

Policy and Governance

- Investment in infrastructure, education, and health is crucial.
- Political stability and economic reforms influence investor confidence and
growth prospects.

External Shocks and Global Uncertainty

- The COVID-19 pandemic underscored vulnerabilities, affecting manufacturing,
exports, and remittance flows.
- Global commodity prices, exchange rate movements, and geopolitical tensions
can impact income stability.

---

Challenges in Sustaining and Increasing the PCI

Structural Constraints



- Income Inequality: Rural-urban disparities and income gaps threaten overall
per capita gains.
- Labor Market Challenges: Skills mismatch and informality hinder
productivity.
- Infrastructure Deficits: Power shortages, transportation bottlenecks, and
digital divides limit growth.

External Vulnerabilities

- Climate Change: Bangladesh faces increasing risks from flooding, cyclones,
and rising sea levels that threaten economic stability.
- Global Economic Fluctuations: Dependency on exports and remittances makes
the economy sensitive to external shocks.

COVID-19 Impact and Recovery

- The pandemic highlighted vulnerabilities but also accelerated digital
transformation.
- Recovery strategies focus on resilience, diversification, and social
protection.

---

Projections and Future Outlook

Will Bangladesh Maintain the $2,250 PCI?

Based on current trends and policy trajectories, experts suggest that
Bangladesh is likely to maintain its current PCI level in the short term,
with potential for gradual increases in the medium to long term.

- Short-term outlook: Stabilization at around $2,200–$2,300, considering
pandemic recovery.
- Medium to long-term prospects: With sustained reforms, infrastructure
development, and diversification, Bangladesh could push beyond the $3,000
mark within the next decade.

Policy Recommendations for Growth

- Enhance Education and Skills Development: To improve workforce
productivity.
- Diversify Export Base: Moving beyond textiles into higher value-added
sectors.
- Invest in Infrastructure: Particularly energy, transportation, and digital
connectivity.
- Strengthen Social Safety Nets: To reduce inequality and support vulnerable
populations.
- Climate Resilience: Integrate environmental sustainability into economic
planning.

---



Broader Implications of Maintaining the PCI

Social Development

Maintaining the PCI supports continued improvements in health, education, and
living standards, reducing poverty and fostering social cohesion.

International Standing

A stable or rising PCI enhances Bangladesh’s reputation in the global arena,
attracting foreign direct investment and development aid.

Aid and Funding Eligibility

Per capita income levels influence eligibility for various international
programs; maintaining or increasing PCI opens pathways for more aid, grants,
and favorable trade agreements.

---

Conclusion

The 2021 PCI of $2,250 under the Atlas method encapsulates Bangladesh's
recent economic progress, reflecting decades of development efforts. While
challenges remain, the country’s trajectory suggests that maintaining this
income level is feasible, with prospects for growth contingent on policy
choices, external conditions, and resilience to shocks.

As Bangladesh navigates the post-pandemic landscape, its ability to sustain
and build upon this baseline will be critical for its ambition to transition
into a middle-income country and improve the livelihoods of its citizens.
Continuous investment in human capital, infrastructure, and diversification,
coupled with strategic policy reforms, will determine whether Bangladesh can
elevate its per capita income in the coming years and sustain the gains
achieved thus far.

---
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Note: This review synthesizes data and projections available up to 2023,
providing a comprehensive understanding of Bangladesh’s current PCI status



and future prospects.
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