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DTIS Bangladesh
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Themes Sectors

Trade policy Ship building

Trade facilitation Jute products

Standards Non-leather footwear

Institutions of trade 

policy

Bicycles 

Market access Polo shirts

Trade finance ITES

FDI Services

Trade outcomes Pharmaceuticals

 A development report: Very 

broad and intensive coverage of 

cross-cutting issues and sectors 

 A major team effort (PRI, 

Dhaka University; international 

consultants; Global 

Development Solutions; GL 

FutureShip)

 World Bank Group

 Government of Bangladesh

 Two other volumes forthcoming



THE CONTEXT



Impressive Social and Economic 

Performance
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 Robust economic growth: 6% over last decade

 Uniform and steady decline in poverty

 Stable balance of payments

 Impressive and steady export growth

o But Bangladesh can do even better



The report’s mandate is to ask the 

hard questions
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 This report is about how to do even better on job creation and 

trade, and therefore poverty reduction.  

 So it asks hard questions and searches for answers. 



Some emerging questions on jobs and trade
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 Only 58 million of Bangladesh’s 103 mn working age people are 

employed

 Enhanced  job creation not possible without exploitation of deep 

regional and global markets

 The low level of literacy and years of schooling of the labor force 

make skill acquisition more difficult

 Need to strengthen competitiveness beyond low wages, to 

sustain export growth and improve worker and consumer 

welfare

 New sources of competitiveness is the subject of the DTIS



Bangladesh’s unique manufacturing 

performance raises a puzzle
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• Share of manufacturing in total exports much higher than average 

LDCs (90% versus 21%)

• High Share of garment exports in total merchandise exports (Chart): 

export growth sustainable? 



Technological content of exports 

remains low

Bangladesh Vietnam
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Comparing Vietnam and Bangladesh
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 Vietnam’s total trade grew by 

18% between 1994 and 2014.

 Bangladesh’s total trade grew by 

12% between 1994 and 2014.

Indicator Bangladesh Vietnam

GDP, in USD billion 150 171.4

Population, millions 156.60 89.71

GNI per capita, PPP dollars 3,190 5,070

Total exports, in million USD 30,199 143,039

Total imports, in million USD 45,610 144,558

Trade openness (X+M/GDP) in 

percentage 45 170

HH Market concentration index 0.08 0.06

Index of export market penetration 0.08 11.07

Trade weighted tariff 9.69 3.54



A Rare Opportunity for Bangladesh: China, BBIN
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 China has been gradually reducing its dependence on labor-intensive 
exports like garments, and this is expected to continue.

 BBIN Cooperation: Motor Vehicles Agreement signed

 Bangladesh-India cooperation deepening: trade, connectivity, energy

 Bangladesh is critical to connect BBIN to ASEAN, added impetus by 
India’s Act East Policy

 India’s “Make in India” initiative will enable Bangladesh to develop 
deeper trade and value chain linkages with India, and thereby East Asia



THE REFORM AGENDA



A four pillar agenda to create jobs via 

international markets
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 Deepen links with South Asia and East Asia to capitalize on 

the fastest growing regions in the world

 Support the gradual diversification of the export basket while 

consolidating existing strengths

 Improve worker and consumer welfare and worker skills to 

sustain export growth and increase productivity

 Build supportive institutions to meet the demands of an 

increasingly complex trading environment



PILLAR 1: BREAKING INTO NEW 

MARKETS



Future markets lie in Bangladesh’s 

neighborhood: back the right horse
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 Fastest growing regions in the world

 Potential important source of FDI (e.g., Japan, China, India, Korea)

 Integrate regional supply-chains

o Address through better connectivity with South Asia and East 

Asia, and improved and more harmonized quality 

infrastructure

Enormous Potential for trade with Regional 

Markets in South and East Asia



Trade Facilitation Performance leaves much 

scope for improvement

 Bangladesh has the ingredients for a low 

cost and green multi-modal transport 

and logistics system

 Most attention largely on the core DCC 

which generates more than half of GDP

 Yet logistics performance in general is 

low and below that of  other coastal 

countries in the region

 Bangladesh’s global LPI ranking 

has fallen significantly
0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00

Overall LPI

Customs

Infrastructure

International Shipments

Logistics quality and competence

Tracking and Tracing

Timeliness

Bangladesh's LPI score has fallen over the years

2010 2014

Year

Overall 

LPI Customs Infrastructure

International 

Shipments

Logistics 

quality and 

competence

Tracking 

and 

Tracing Timeliness

2010 79 90 72 61 96 92 70

2014 108 138 138 80 93 122 75



Key Actions on Trade Facilitation

1. Address critical bottlenecks along Dhaka-Chittagong 

Corridor

2. Take short-term and longer-term actions to address 

growing congestion at Chittagong port

3. Reduce customs clearance times at land and sea borders

4. In the BBIN sub-region: implement Motor Vehicles 

Agreement; improve border infrastructure in a 

synchronized manner; and reinvigorate inland waterway 

routes
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Managing Standards: Regional Trade and 

Beyond
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 Non-tariff Barriers: often issue of information, or testing and 

certification accreditation, majority of complaints in these areas

 Roadmap of mutual recognition of food-related border 

procedures, with progressive increase in degree of cooperation in 

areas requiring mandatory certification (BBIN, India-Bangladesh)

 Comprehensive strengthening of BSTI to address concerns in 

regional trade, which will also help global trade



PILLAR 2: BREAKING INTO NEW 

PRODUCTS



Overall tariffs have become more complex 

and less transparent
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Ambivalent trade policy
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 Lower CDs have been compensated by increased, higher and ad-hoc 

para-tariffs
 Simple average tariff (CD) of 13.2% in FY15 but increase to 26.9% when all para-

tariffs are included.

 Para-tariffs are non-trade neutral

 Trade policy distorts sectoral incentives
 Tariffs and para-tariffs vary across and within sectors

 BW available in theory to all sectors, but in practice, 90% of licenses issued are for 

garments and accessories – wider access to the scheme remains problematic 

 Tariff escalation leading to high effective rate of protection, 

especially for consumers’ goods
 ERPs are high in consumer goods produced locally like footwear (214-342%), some 

agrifood products (381% for chira/muri; 187% average), bicycles (117-386%), jute 

textiles (33%-125%), ceramics (190-329%)



Revenue goals are achievable with more 

trade-neutral border taxation
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 Share of import duties in government's revenues  has declined 
but inefficiencies remain. If revenues are the target, then a less 
distorting tariff structure could achieve the same level of (or 
even increase) tax revenues:
 Removing exemptions would increase revenues by 6-7% and reduce imports by 1%

 Illustrative simulations (TRIST) show that removing SDs and adopting an uniform 15% 
rate for CD+RD, would increase tax revenues by 0.9%

 Should merge para tariffs with import tariffs, and develop a road 
map for rationalization of tariffs: 
 Gradual phasing in of trade-neutral tax structure would improve tax 

regime (NBR modernization plan 2012-2016)

 Extend bonded warehouse access to reputable companies



Rationalizing Trade policy to level playing field
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 Tariff dispersion has increased.  This hurts the quest for 

diversification

 Tariff reform can be managed without hurting the overall objective 

of revenue growth (trade taxes going down, VAT dynamic, gradual 

phasing in of trade-neutral tax structure)

 Consumer should not be forgotten, tariffs and policies on 

standards affect consumer welfare



Huge FDI potential in Bangladesh
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It can position itself as a competitive center for labor-intensive 

manufacturing, and attract efficiency-seeking FDI. 

• abundant labor supply, 

• a mastery of large-scale labor-intensive manufacturing

• a favorable location

FDI Stock as a share of GDP in Bangladesh and Selected 

Developing Countries, 2013 
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A Vision and Policy that recognizes the role 

of FDI
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 Critical role for FDI in product diversification

 While the FDI regime does not seem to be overly 
restrictive, in practice it could be considered unfriendly 
for foreign investors: ambiguity towards FDI, 
discretionary decision making

 Potential resistance from the private sector

 To improve FDI inflows, address issue of serviceable land, 
power availability, post-entry investor care-- including 
through the economic zones model, targeting anchor 
investors, and reform of investment promotion 
institutions



PILLAR 3: BUILDING WORKER AND 

CONSUMER WELFARE



Worker and Consumer Welfare: some 

considerations
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 Analyzed through the lenses of the sectoral studies and 

chapters on Trade Policy and Standards in the DTIS

 Producer interest often dominates 

 Structural transformation creates winners and losers: 

need to take care of losers, but not allow them to 

block reform

 Workplace and worker safety now a precondition to 

sustaining export growth and market access



PILLAR 4: BUILDING A SUPPORTIVE 

ENVIRONMENT



Pre-requisite for sustained and successful 

implementation of the reform agenda
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1. Sustaining macroeconomic fundamentals 
 Political instability

2. Easing the energy constraints
 Move from costly short-term to longer term solutions that 

provide unsubsidized power at competitive prices

3. Building institutions for overall coherent, 

articulated  and comprehensive reform agenda 
 A core chapter of the DTIS

 MoC and beyond – cross-ministerial coordination is key



Trade Policy Formulation and 

Implementation Process in Bangladesh
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Institutional capacity: a recurring constraint
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 Policies that affect trade are under the purview of different 

ministries with sometimes conflicting mandates and objectives 
 Protection of domestic production versus exports

 Revenue objectives versus trade openness

 Lack of capacity for ex-ante policy analysis and impact assessment

 Lack of formal public-private consultation in policy making
 Some private players more influential than others

 Producers’ interests often dominate those of consumers (e.g., high effective 

rate of protection for consumer goods)



Improving institutional capacity
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1. Enhance capacity of trade-related institutions
 To enhance MoC capacity on trade policy; negotiations skills (bilateral, regional 

multilateral); build in house legal expertise; reallocate staff from admin to trade 
related wings

 Review mandate of BSTI to avoid conflict of interest and  enhance capacity for design 
of standards in line with good international practice

 Strengthen BFTI  capacity  to deliver  specialized and generalized training on trade and 
business issues

 Review Export Promotion Bureau’s strategy to align them with overall trade 
objectives and to increase private sector participation

 More pro-active Board of Investment to promote FDI

2. Increase contribution of think tanks in policy making

3. Formalize dialogue with the private sector and consumers 
(e.g., Business Initiative Leading Development )



SECTORAL ANALYSIS



Sectoral studies
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 Sectors chosen based on wide consultation with government and 

various stakeholders – illustrative not exhaustive

 Sectors chosen based on their potential contribution to job creation, 

domestic-value addition, export diversification…

 Shipbuilding; 

 jute products; 

 non-leather footwear;  

 bicycles;

 polo shirts;

 ITES; 

 Pharmaceuticals

 Services



Common and critical challenges across 

sectors 
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1. Many horizontal solutions will help alleviate constraints across sectors

2. Timely access to input at world prices is a critical concern

3. Value chains include high share of transport and delivery costs, making 
products less competitive

4. Quality gap between domestic and export markets curtails benefits of scale 
economies

5. Customs clearance processes for small exporters increases their overheads

6. Inadequate access to finance, including trade finance, for SME firms and even 
large ones (leads to self-financed operations)

7. Lack of transparency in decisions that affect firms’ operations; informal 
payments

8. FDI is low, concentrated, and not export-oriented

9. Lack of data, international branding and strategic market promotion



Conclusions



Power of the International Market
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 If Bangladesh captures 20% of Chinese garment exports, its 

own exports would double

 Create 5.4 million new jobs and 13.5 million indirect jobs

 Almost enough jobs for next decade’s needs



Critical Actionable agenda for job creation 
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1. Create an inter-ministerial trade, transport and investment facilitation committee, 
to guide and coordinate the multi-sector competitiveness agenda

2. Reduce logistics costs through investment in both infrastructure and services along 
Dhaka-Chittagong corridor, address Chittagong port congestion, reduce customs 
clearance times; and exploit opportunities from regional interconnectivity

3. Rationalize trade policy and taxation to level playing field (across sectors and 
exports versus domestic production); extend bonded warehouse scheme to 
reputable companies

4. Target anchor foreign investors; address issue of serviceable land, power availability, 
post-entry investor care, including via the economic zones model, and reform of 
investment promotion institutions

5. Enhance quality and standards infrastructure, including strengthening BSTI, to 
facilitate regional and global trade

6. Enhance skills and literacy to allow productivity and wage increases and enable 
higher quality products

7. Enhance monitoring capacity of Government to enable systematic follow up of 
agreements with European and American retailers as well as the Better Work 
Program



Conclusion: Seizing the Moment
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1. To achieve its development objectives, Bangladesh will need a 

fundamental policy shift that is geared towards 

international competitiveness and is neutral between the 

interests of the domestic producer, exporter, and consumer. 

2. Garments exports growth can continue , but government need 

to level the playing field so as not discourage diversification.

3. Implementation of a comprehensive and sequenced four pillar 

agenda is best – piecemeal and disconnected reform will lead 

to partial impact, if any, and reform fatigue.

4. The World Bank Group is ready to pro-actively support 

implementation; many other DPs are interested.


