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Abstract

This  policy  brief  examines  the  growing  crisis  of  educated  youth  unemployment  in

Bangladesh  despite  sustained  economic  growth  and  rapid  expansion  of  tertiary

education.  Using  recent  labour-market  data,  comparative  regional  evidence  and

interdisciplinary  literature,  the  study  analyses  the  structural  and  institutional  factors

underlying  the  disconnect  between  economic  growth  and  graduate  employment

generation.  The  analysis  applies  human  capital,  structuralist  and  institutional

perspectives to evaluate the limitations of conventional skills-mismatch explanations and

existing  policy  responses. The  study  finds  that Bangladesh’s  low-productivity, export-

concentrated growth model has failed to create sufficient high-skilled formal employment

opportunities for an expanding graduate population. Weak employment elasticity, limited

industrial  diversification,  fragmented  governance,  informal  recruitment  systems  and

persistent  gender  disparities  further  constrain  labor-market  absorption.  Comparative

evidence from Vietnam, India and Indonesia demonstrates that education and training

reforms alone are insufficient without coordinated industrial transformation and stronger

labor-market governance. To address these challenges, the brief proposes a phased ten-

year  National  Productive  Employment  Strategy  integrating  industrial  diversification,

education and skills reform, entrepreneurship support and institutional restructuring. The

study  concludes  that  resolving  educated  youth  unemployment  requires  coordinated
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structural transformation capable of aligning higher education expansion with productive

formal-sector  employment  and  sustaining  Bangladesh’s  long-term  demographic  and

economic development.
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educated  youth  unemployment,  structural  transformation,  labour  market  governance,

tertiary education expansion

Executive Summary

Educated  youth  unemployment crisis reflects a  paradox in  which  sustained  economic

growth  and  rapid  tertiary  education  expansion  have  failed  to  generate  sufficient

productive employment in Bangladesh. Although national  unemployment stood at only

3.66 percent in 2024, tertiary graduate unemployment reached 13.5 percent, with nearly

885,000  graduates  unemployed  and  female  graduate  unemployment  exceeding  20

percent (Bangladesh  Bureau  of Statistics  (BBS)  2025). With  nearly  two  million  youth

entering the labor force annually and 84 percent of jobs being informal, the demographic

dividend risks reversal (World Bank(a) 2025). This paper argues that the crisis stems not

primarily  from  generic  skills  shortages,  but  from  a  structural  disconnect  between

Bangladesh’s low-productivity, garment-centred growth model and the expanding supply

of university graduates seeking  formal, high-skilled  employment. The  analysis applies

human-capital, structuralist and  institutional  perspectives to  explain  the  persistence  of

educated  unemployment.  Major  causes  include  weak  employment  elasticity,  limited

industrial  diversification,  rapid  tertiary  expansion  without  corresponding  labor-market

absorption, fragmented governance and recruitment systems shaped by patronage and

informal  networks.  Comparative  evidence  from  Vietnam,  India  and  Indonesia

demonstrates  that  education  reform  alone  cannot  resolve  unemployment  without

coordinated  industrial  transformation  and  labor-market  governance.  The  paper

recommends a  phased  ten-year National  Productive  Employment Strategy. Short-term

reforms  prioritise  labor-market  information  systems,  transparent  recruitment  and

apprenticeships;  medium-term  measures  focus  on  education-industry  alignment  and

entrepreneurship support; and long-term policies emphasise industrial diversification and

formal  job  creation. Successful  implementation  could  reduce graduate  unemployment,

expand  formal  employment,  strengthen  gender  equity  and  sustain  Bangladesh’s

demographic dividend.

Introduction and Background

Bangladesh has averaged six percent annual  gross domestic product growth over the

past decade, yet the country's growth model has not generated commensurate productive

employment  for  its  expanding  educated  workforce  (World  Bank(a)  2025).  Recent

macroeconomic stress, with growth projected to slow to 3.9 percent in fiscal year 2026,
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has exposed the  fragility of this trajectory (World  Bank 2026). Each year, roughly two

million  young  Bangladeshis  enter  the  labor  market,  but  high-productivity  formal

employment  expansion  has  fallen  far  short,  generating  a  persistent  educated-

unemployment paradox in which tertiary attainment is associated with the highest jobless

rates (Bangladesh Bureau of Statistics (BBS) 2025).

This brief advances a central argument: Bangladesh's educated youth unemployment is

best  understood  as  a  structural  disconnect  between  a  low-productivity,  export-

concentrated growth model and the rapid expansion of higher education. Conventional

skills-mismatch explanations capture only part of the problem. This brief argues that the

deeper contradiction lies in the persistence of a low-cost, labor-intensive growth structure

alongside  the  rapid  expansion  of  tertiary  education.  Recent  studies  document rising

graduate  unemployment  and  growing  pressure  on  formal-sector  employment

opportunities  in  Bangladesh  (Rahman  et  al.  2021).  The  political  transition  since

mid-2024, the rise in poverty to 21.4 percent in 2025 and a sharp deterioration in the tax

base  intensify  the  case  for  evidence-based  reform (World  Bank(c)  2025, World  Bank

2026).  This  brief  synthesises  recent  labor-market  data,  comparative  evidence  and

institutional  analysis  to  evaluate  policy  responses  to  educated  unemployment  in

Bangladesh.

Literature and Analytical Context

Three  broad  scholarly  perspectives  have  shaped  the  analysis  of  educated  youth

unemployment in developing economies. The human capital perspective, originating in

the work of Schultz (Schultz 1961) and Becker (Becker 1964), interprets unemployment

as  a  consequence  of  insufficient  or  misaligned  skills  and  emphasises  investment in

education and training. Within this tradition, the Bangladeshi crisis is typically diagnosed

as a  problem of curriculum quality and  weak technical  and  vocational  education  and

training,  with  policy  responses  focused  on  Technical  and  Vocational  Education  and

Training  (TVET)  expansion, industry-academia  partnerships  and  improved  digital  skill

formation (Filmer and Fox 2014, International Labour Organization (ILO) 2025).

The  structuralist  perspective,  traceable  to  Lewis  (LEWIS  1954)  and  developed  in

contemporary scholarship on growth and structural change, argues that unemployment in

low-income  economies  reflects  the  inability  of  the  productive  structure  to  absorb

increasingly educated labor. McMillan, Rodrik and Verduzco-Gallo (McMillan et al. 2014)

demonstrate that durable employment gains depend on the reallocation of labor towards

higher-productivity  activities.  From  this  vantage,  Bangladesh's  persistent  reliance  on

ready-made garments and informal services creates a constrained absorption capacity

for tertiary graduates, regardless of the supply-side quality of education.

A third, institutional  perspective  emphasises governance, recruitment fairness and  the

political  economy of labor market allocation. Acemoglu  and Robinson (Acemoglu  and

Robinson  2012)  link  development  outcomes  to  inclusive  institutions.  Additionally,

growing  literature  documents  how  patronage-based  hiring, fragmented  bureaucracies
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and weak coordination between industrial and education policy undermine employment

outcomes (Raihan et al. 2024). In Bangladesh, public-sector employment exerts a strong

gravitational  pull  on  graduates,  while  private-sector  recruitment  remains  shaped  by

informal networks and credential inflation.

Empirical  evidence  increasingly suggests that no  single  perspective  fully explains the

Bangladeshi  case. Rahman  et al.  (Rahman  et al.  2021)  document a  marked  rise  in

graduate  unemployment  alongside  continued  export  concentration,  while  Asadullah,

Savoia  and  Mahmud  (Asadullah  et  al.  2014)  argue  that  Bangladesh’s  development

progress has historically  outpaced  institutional  development. This  brief builds  on  that

insight to  interpret educated unemployment as partly rooted in  structurally constrained

labor demand. ILO (International Labour Organization (ILO) 2025) data indicate that 30.9

percent of young Bangladeshis are not in employment, education or training, with the rate

rising to 49.3 percent for women, signalling that gender, household structure and norms

further mediate labor market outcomes.

This  brief, therefore, argues that Bangladesh's  educated  unemployment crisis  is  best

understood  as  a  combination  of  structural  transformation  failure  and  institutional

mismatch rather than a pure skills problem. Bridging this disconnect requires more than

expanding  Technical  and  Vocational  Education  and  Training  or  reforming  curricula; it

requires aligning industrial policy, education policy and labor market governance within a

coherent strategy of structural transformation. This analytical  framing positions the brief

beyond  conventional  policy  memoranda  and  within  ongoing  scholarly  debates  about

growth, labor demand and human capital in late-industrialising economies.

Problem Statement

The  Labour  Force  Survey  2024,  released  in  September  2025,  recorded  headline

unemployment of 3.66 percent, the highest in three years and equivalent to 2.62 million

jobless persons (Bangladesh Bureau of Statistics (BBS) 2025). This aggregate, however,

conceals the structural pattern of concern. Tertiary graduate unemployment reached 13.5

percent in 2024, with approximately 885,000 unemployed graduates, the highest jobless

rate amongst all  education levels. More than 20 percent of unemployed graduates are

women and one in three graduates remains jobless for up to two years after completion

of  studies,  producing  a  scarring  effect  documented  across  longitudinal  labor  market

research (Arulampalam 2001).

The  youth  dimension  is  equally  severe. ILO (International  Labour  Organization  (ILO)

2025)  data  place  youth  unemployment  for  those  aged  fifteen  to  twenty-four  at  16.8

percent,  with  female  youth  unemployment  at  22.7  percent  and  the  youth  not  in

employment, education or training (NEET) rate at 30.9 percent (rising to 49.3 percent for

young women). Quarterly estimates through the  second quarter of fiscal  year 2024 to

2025 record overall  unemployment of 4.63 percent, suggesting deterioration since the

annual estimate (Bangladesh Bureau of Statistics (BBS) 2025).
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These outcomes reflect three intertwined structural  failures. First, employment elasticity

has weakened sharply, with industrial output expanding by roughly ten percent annually,

while manufacturing sector employment has fallen by an estimated 1.4 million jobs over

the past decade, indicating a clear decoupling of growth from job creation (The Business

Standard,  TBS  Report  2025).  Second,  Tertiary  education  has  expanded  faster  than

absorptive demand, with public investment in higher education outpacing the creation of

high-productivity  formal  positions  (Rahman  et  al.  2021).  More  broadly,  Bangladesh’s

development  trajectory  has  historically  outpaced  the  strength  of  its  institutions  and

structural  transformation  processes  (Asadullah  et  al.  2014).  Third,  weak  governance,

infrastructure bottlenecks and policy uncertainty have constrained the private investment

required to expand formal employment (World Bank(a) 2025, World Bank 2026).

Current Policy Framework and Why Existing Approaches Have

Fallen Short

The  National  Skills  Development  Authority,  the  Eighth  Five-Year  Plan,  the  National

Education  Policy and the  National  Industrial  Policy collectively articulate  ambitions for

job-led  growth, technical  and  vocational  training, female  labor  force  participation  and

export  diversification.  The  interim  government  has  signalled  continuity  with  these

objectives. The  persistent gap  between  articulation  and  outcome, however, reflects  a

deeper failure of institutional design rather than mere implementation slippage.

Four  interconnected  institutional  failures  recur  across  recent  diagnostic  work.  First,

employment policy is  fragmented  across the  Ministry  of Labour and  Employment, the

Ministry  of  Education,  the  Ministry  of  Industries  and  the  Bangladesh  Investment

Development Authority, with weak coordination and limited integration between industrial

planning and tertiary education expansion (Raihan et al. 2024). Second, accountability

mechanisms are weak: the absence of measurable employment targets, real-time labor

market information and independent program evaluation has shielded large interventions

from corrective feedback. Third, patronage-influenced recruitment in the public sector and

informal-network-based hiring in the private sector distort the allocation of educated labor

and  reinforce  credential  inflation, reflecting  broader institutional  weaknesses in  labor-

market  governance  (Acemoglu  and  Robinson  2012).  Fourth,  industrial  upgrading

remains  limited;  the  economy  continues  to  depend  on  ready-made  garments  while

higher-value sectors such as ICT services, pharmaceuticals and light engineering remain

small and weakly linked to the higher education system (World Bank(a) 2025).

These  dynamics  explain  why headline  reforms,  including  the  National  Skills

Development Policy and the Recovery and Advancement of Informal Sector Employment

(RAISE)  project,  which  has  reached  approximately  280,000  beneficiaries  with

apprenticeships and microfinance, have struggled to register at a national scale (World

Bank(d)  2025). Without realignment of governance  and  industrial  structure, additional

sectoral programming yields diminishing returns.
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Comparative Insights from Asia

Cross-country experience  underscores the  importance  of policy coordination. Vietnam

expanded ready-made garment, electronics and footwear exports while simultaneously

upgrading TVET, attracting foreign direct investment in higher-productivity manufacturing

and embedding skills planning within national  industrial  strategy; youth unemployment

has  remained  comparatively  low  by  regional  standards  (International  Labour

Organization (ILO) 2024), suggesting stronger labor-market absorption capacity than in

many  comparable  developing  economies.  India,  by  contrast,  illustrates  the  risks  of

decoupling:  tertiary  expansion  and  aggregate  growth  have  coexisted  with  stalled

structural transformation and rising educated youth unemployment, particularly in states

with  weak  manufacturing diversification  (Mehrotra  and  Parida  2021).  Indonesia

expanded TVET enrolment substantially in the 2010s but encountered persistent quality

and labor market alignment problems, demonstrating that supply-side education reform

without coordinated industrial demand creation produces uneven results (Allen 2016).

These comparisons suggest that Bangladesh's challenge is not unique but is sharpened

by single-sector export dominance and weak institutional integration. Effective responses

must align  industrial  diversification, education  quality  and  labor  governance  within  a

single architecture, drawing on Vietnam's coordination while avoiding India's decoupling

and Indonesia's supply-only orientation.

Policy Options

Three options are commonly proposed. They are not mutually exclusive but represent

emphasis that, given  the  structural  disconnect framing, must be  combined rather than

substituted.

First Option: Labor-Intensive Industrial Diversification

The first option centers on broadening the industrial base beyond ready-made garments

toward  agro-processing,  light  engineering,  leather,  electronics,  pharmaceuticals  and

information technology services. The principal benefit is large-scale formal job creation;

the principal risks are high capital requirements and dependence on a stable investment

climate (World Bank(a) 2025, World Bank(b) 2025). Without industrial upgrading, supply-

side reforms cannot resolve the absorption deficit identified in the structuralist literature

(McMillan et al. 2014).

Second Option: Education and Skills System Reform

The  second  option  focuses  on  reorienting  education  and  training  towards  market-

relevant competencies through  TVET modernisation, embedding  digital  and  analytical

skills  in  tertiary  curricula  and  structured  apprenticeships. Its  principal  benefit is  direct

attention  to  the  supply  side  of the  disconnect; its  limitations include  slow  institutional
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change, uneven quality across providers and limited effect when industrial  demand is

constrained (Filmer and Fox 2014).

Third Option: Entrepreneurship and Public-Private Partnerships

The third  option  promotes self-employment and enterprise  creation  through expanded

credit access, business advisory services and innovation hubs. The principal  benefit is

rapid scalability and reach to vulnerable youth; risks include low productivity in necessity-

driven  micro-enterprises  and  the  possibility  of  elite  capture  in  public-private

arrangements (World Bank(d) 2025). Table 1 below summarizes the comparative profile

of these  options. The  structural-disconnect framing  implies  that no  single  option  can

independently  resolve  the  crisis:  industrial  diversification  creates  demand-side

absorption capacity, but matures slowly, education reform addresses the supply side over

the  medium term and  entrepreneurship  support  delivers  near-term outcomes  without

substituting  for  systemic  transformation.  The  recommendation  below  implements  this

insight through phased sequencing.

Policy Option Primary Benefit Time

Horizon 

Main Risk 

Labor-intensive industrial

diversification

Large-scale formal job creation Five to ten

years

High capital requirements;

investment climate dependency

Education and skills system

reform

Reduced skills mismatch and

higher graduate productivity

Three to

seven years

Slow institutional change and

quality variation

Entrepreneurship and public-

private partnerships

Rapid scalability and reach to

vulnerable youth

One to five

years

Limited productivity and risk of

elite capture

Note:  this  synthesis  is  based  on  BBS (Bangladesh  Bureau  of Statistics  (BBS) 2025),

World  Bank (World  Bank(a) 2025, World  Bank(b) 2025, World  Bank(d) 2025) and ILO

(International Labour Organization (ILO) 2025).

Recommended Policy Action: A Phased and Coordinated Strategy

This brief recommends the establishment of a ten-year National Productive Employment

Strategy,  organised  around  three  sequenced  phases  that  align  with  industrial,

educational  and  governance reform. The strategy should  be  anchored  in  a  high-level

coordination  committee  with  measurable  targets,  public  reporting  and  independent

evaluation.  Immediate  priorities,  covering  years  one  and  two,  focus  on  quick-win

institutional and information reforms. The government should establish a national labour

market information  system linking  BBS data  with  district-level  vacancies and graduate

tracking,  restructure  recruitment  governance  through  technology-enabled  merit-based

hiring in public agencies, expand structured apprenticeships with mandatory employer

Table 1. 

Comparative  Assessment  of  Policy  Options  for  Reducing  Educated  Youth  Unemployment  in

Bangladesh.
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participation  and  consolidate  fragmented  programmes  under  a  single  coordination

committee chaired by the Chief Adviser or a designated cabinet minister.

Medium-term priorities, spanning years three to five, address supply-demand alignment.

They include doubling public TVET investment, embedding industry-relevant curricula in

all tertiary programmes in priority disciplines, expanding subsidised credit and incubation

services  for  youth-led  enterprises  through  a  national  entrepreneurship  facility  and

incentivising SME formalisation through targeted tax simplification.

Long-term  priorities,  spanning  years  six  to  ten,  target  structural  transformation.  They

include diversifying export composition beyond garments through industrial  policy and

Foreign  Direct  Investment  (FDI)  facilitation  in  light  engineering,  electronics,

pharmaceuticals  and  tradable  services;  modernising  tariff  and  trade  rules  to  support

upgrading;  and  strengthening  labor  governance  through  enforceable  contracts  and

social  protection  coverage.  Numerical  targets  are  calibrated  to  projected  labor  force

growth: an  annual  formal  job  creation  goal  of 1.5  million  reflects  roughly  1.9  million

projected new entrants minus expected informal absorption, while the target reduction in

graduate  unemployment to  below eight percent within  five  years draws on absorption

simulations  consistent with  sustained  growth  above  six  percent and  an  FDI elasticity

comparable to Vietnam's recent trajectory (International Labour Organization (ILO) 2024, 

World Bank(a) 2025).

Implementation Strategy

The  Cabinet Division  should  lead  a  Productive  Employment Coordination  Committee

comprising the Ministries of Finance, Labour and Employment, Education and Industries,

along with Bangladesh Bank, BBS, the Bangladesh Employers' Federation and worker

representatives.  Resource  mobilisation can  build  on  existing  development  partner

commitments, including 850 million United States dollars of World Bank financing in 2025

and an additional 150.75 million dollars to RAISE in late 2025, complemented by parallel

financing from the Asian Development Bank and the Asian Infrastructure Investment Bank

and  by  domestic  revenue  mobilisation  to  lift  the  tax-to-GDP ratio  above  ten  percent

(World Bank(b) 2025, World  Bank(d)  2025,  World  Bank  2026).  Annual  labour  market

reviews and an independent evaluation after year five should drive course correction.

Expected Outcomes

Within five years, the strategy targets a reduction in graduate unemployment from 13.5

percent to below eight percent, a fall in female educated unemployment from above 20

percent to below twelve percent and a rise in formal employment share from sixteen to at

least twenty-five  percent (Bangladesh Bureau of Statistics (BBS) 2025, World  Bank(a)

2025).  These  targets  are  calibrated  to  projected  labor  force  growth,  FDI-driven

manufacturing expansion comparable to regional benchmarks and absorption capacity of

priority sectors under sustained growth above six percent (McMillan et al. 2014). Beyond
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aggregate  metrics,  the  strategy  is  expected  to  reduce  the  psychological  burden  of

prolonged  graduate  unemployment  (Rafi  et  al.  2019),  accelerate  gender  equity,

contribute to reversing the recent rise of poverty from 18.7 percent in 2022 to 21.4 percent

in  2025  and  rebuild  institutional  trust through  transparent recruitment (World  Bank(c)

2025).

Limitations

Several limitations qualify the analysis. Bangladeshi labor market data, while improved,

remain  affected  by  definitional  challenges  around  informality  and  disguised

unemployment  and  quarterly  Labour  Force  Survey  (LFS)  estimates  show  variation

suggesting  measurement  noise.  Longitudinal  graduate  employment  data  are  limited,

complicating impact evaluation. The macroeconomic context is in flux: external shocks,

exchange  rate  adjustments  and  political  transition  can  alter  both  labor  demand  and

policy  capacity  within  short periods. Comparative  inferences from Vietnam, India  and

Indonesia  are  illustrative  rather  than  causal.  Finally,  the  proposed  numerical  targets

depend on sustained reform momentum, sufficient development partner financing  and

macroeconomic stability that cannot be assumed.

Conclusion

Bangladesh's educated youth unemployment crisis is not principally a problem of growth

volume  or  generic  skills  deficits.  It  reflects  a  structural  disconnect between  a  low-

productivity,  export-concentrated  growth  model  and  an  expanding  tertiary  system,

mediated by fragmented institutions and weak governance of recruitment. The country's

broader  development  paradox,  in  which  educational  expansion  outpaces  structural

transformation,  is  increasingly  visible  across  emerging  economies  and  carries

consequences  for  political  stability,  gender  equity  and  the  demographic  dividend.

Sustainability of the dividend, therefore, depends less on additional growth and more on

institutional  capacity  to  align  industrial  upgrading, human  capital  formation  and  labor

market governance. A phased, evidence-based strategy is, therefore, both an economic

and a developmental necessity.
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