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A. Introduction

1. The Asian Development Bank (ADB) has been a partner of the Government of Bangladesh
since 1973. The country is one of the major recipients of ADB assistance, which by the end of
2020 already reached $28.57 billion or equivalent to almost 800 projects mainly on improving key
infrastructure, enhancing public sector institutions, accelerating economic development, and
reducing poverty. The Program’s policy-based loan (PBL) component will continue to support
these areas but more specifically to aid the country comply with the World Trade Organization
(WTO) Trade Facilitation Agreement (TFA) and implement the reforms under its Customs
Modernization Strategic Action Plan, 2019–2022. The program will cover three policy actions: (i)
customs legal framework complied with international standards; (ii) cargo clearance processes
improved; and (iii) institutional capacity enhanced. The reform actions are ultimately expected to
improve trade processes and strengthen trade and industry institutions which is also consistent
with the development objectives of Bangladesh’s Eight Five-Year Plan (8th FYP) 2021 – 2025. As
the economy tries to rebound from the damages of COVID-19, these reforms are likewise vital
since efficient systems and robust economic institutions support a more sustainable recovery and
can help speed up economic expansion post-pandemic.

B. Macroeconomic Context

2. Prior to COVID-19, Bangladesh was one of the fastest growing countries in the world, with
gross domestic product (GDP) expanding by an average of 7.5% from 2016 to 2019, even
surpassing the average growth rate of the People’s Republic of China (PRC) (6.4%) and India
(6.6%).1 The COVID-19 however severely hurt the economy and slashed GDP growth in fiscal
year (FY) 2020 from an initial estimate of 8.2% to 5.2%.  Further, an estimated $8 billion was lost
in exports earnings as COVID-19 likewise resulted in $5.9 billion investment losses and $2.4
billion shortfall in tax revenues. With decreased revenues, fiscal deficit in FY 2020 was estimated
to rise to 5.5% of GDP from an earlier forecast of 5.0%. Millions of workers were also laid off
including workers from ready-made garment (RMG) industry, the country’s top export sector.
About 68% of workers in Dhaka and Chittagong lost their jobs with job losses higher in Dhaka at
76%.2  Poverty rate at $3.2 per day was estimated to have worsened to 34.6% in 2020 as
compared to 32.7% if without COVID.3 Recovery will not be significant and quick as growth is
projected to remain modest in FY 2021 before a strong bounce back in FY 2022 at 7.5%. 4 The
fiscal position is likewise not expected to substantially improve soon as deficit is forecast to swell
further to $24.4 billion in FY 2021 or almost 7% of GDP and will remain elevated till FY 2025
averaging around 6% of GDP.

C. Sector Context

3. Importance of international trade. A country considered as one of the top exporters of
ready-made garments (RMG) in the world, trade is vital for Bangladesh’s economy. From 2009 to
2019, the country’s total trade on average was equivalent to 41.3% of GDP. 5  Merchandise export
is not only a major driver of economic expansion but also contributes massively to foreign

1  Government of Bangladesh, Bangladesh Planning Commission. 2020. 8th Five-Year Plan July 2020 – June 2025: 
Promoting Prosperity and Fostering Inclusiveness.  Dhaka. 

2  M.E. Genoni et.al. 2020. Losing Livelihood The Labor Market Impacts of COVID-19 in Bangladesh. 
3  This is based on ADB’s updated poverty estimates in developing Asia as of 20 April 2021. 
4  IMF World Economic Outlook Database April 2021 (accessed 28 July 2021). 
5  World Bank World Development Indicators (accessed 19 July 2021) 

http://www.adb.org/Documents/RRPs/?id=53260-001-3
http://www.adb.org/Documents/RRPs/?id=53260-001-3
https://openknowledge.worldbank.org/bitstream/handle/10986/34449/Losing-Livelihoods-The-Labor-Market-Impacts-of-COVID-19-in-Bangladesh.pdf?sequence=1&isAllowed=y
https://www.imf.org/en/Publications/WEO/weo-database/2021/April/weo-report?c=513,&s=NGDP_R,NGDP_RPCH,NGDP,NGDPD,PPPGDP,NGDP_D,NGDPRPC,NGDPRPPPPC,NGDPPC,NGDPDPC,PPPPC,PPPSH,PPPEX,NID_NGDP,NGSD_NGDP,PCPI,PCPIPCH,PCPIE,PCPIEPCH,TM_RPCH,TMG_RPCH,TX_RPCH,TXG_RPCH,LP,GGR,GGR_NGDP,GGX,GGX_NGDP,GGXCNL,GGXCNL_NGDP,GGXONLB,GGXONLB_NGDP,GGXWDG,GGXWDG_NGDP,NGDP_FY,BCA,BCA_NGDPD,&sy=2019&ey=2026&ssm=0&scsm=1&scc=0&ssd=1&ssc=0&sic=0&sort=country&ds=.&br=1
https://data.worldbank.org/indicator/NE.RSB.GNFS.ZS?locations=BD
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exchange earnings with its value reaching $40.5 billion in 2019 from only $16.2 billion in 2009. 
More than 80.0% of total exports are from RMG and this sector also provides employment to over 
4.2 million people.6  Meanwhile, imports value, mainly of petroleum and RMG raw materials, stood 
at $59.1 billion in 2019 from $21.8 billion in 2009 (Figure 1).7 Bangladesh’s major export markets 
are United States of America and big European countries while its import partners are the PRC, 
India, and some countries in Southeast Asia. 
 

Figure 1. Bangladesh’s Merchandise Trade (FY 2009 - FY 2019) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
                     Sources: Bangladesh Bank Statistical Table and World Trade Organization 
  
4. Challenges in trade. Trade environment has improved since structural reforms were 
introduced in the 90s which spurred Bangladesh’s export-led growth. Tariffs were liberalized and 
improvements in customs procedures were introduced. However, the reforms have been modest 
and challenges in trade processes remained. Import tariffs are still high with an average most 
favored nation (MFN) tariff rate ranging from 13.5% to 25.0% and agricultural products getting a 
larger average tariff rate than industrial goods. This is higher compared with similar countries in 
Asia that have MFN averaging under 10%, with the exception of India (Table 1). The current tariff 
structure requires rationalization and reforms. Average nominal protection rate (NPR) for 
consumer goods is bigger than inputs at more than 40% from FY 2011 – FY 2020 (Table 2) and 
this has contributed to the decline in average NPR over time. Unlike other countries, there is also 
a significant wedge between input and output tariffs as the latter remains almost unchanged or 
increased while the former has been falling rapidly. Para-tariffs emerge such as the 4% 
infrastructure development surcharge imposed on almost all imports and the 15% valued added 
tax.8   
 
 
 
 
 
 
 

 
6  Data on exports are from Bangladesh Bank Statistical Table while data on 2020 employment came from Asian Center 

for Development. 2021. A Survey Report on the Garment Workers of Bangladesh, 2020. Dhaka.  
7  World Trade Organization Database (accessed 29 July 2021) 
8  Hong Kong Trade Development Council. 2021.  Bangladesh Market Profile. Hong Kong, China.  

0.0

5.0

10.0

15.0

20.0

25.0

30.0

 -

 10,000.00

 20,000.00

 30,000.00

 40,000.00

 50,000.00

 60,000.00

 70,000.00

Export Value, in Million US$ Import Value, in Million US$
% of GDP % of GDP

https://data.wto.org/
https://research.hktdc.com/en/article/MzU3ODExMzU0


3 
 
 

 

Table 1. Comparison of Simple Average MFN Tariffs in Select Countries in Asia 
Country Average Tariff (%) 

Bangladesh 13.5* 
India 17.1 

Indonesia 8.1 
Malaysia 5.6 

Philippines 6.2 
Sri Lanka 9.3 
Thailand 9.6 
Viet Nam 9.5 

*average custom duty only and excludes the 13% para-tariffs 
MFN = most favored nation  
Source: World Tariff Profiles 2019, World Trade Organization, ITC 2019 and UNCTAD 2019 
 
5. Non-tariff measures along with trade-related procedural and institutional bottlenecks slow 
trade transactions and increase cost for traders.  In a 2017 survey conducted by International 
Trade Centre among traders, majority of exporters revealed that border clearance procedures are 
a major problem particularly due to long waiting time, inefficient procedures, and informal 
payments. Meanwhile, more than 50% of the importers surveyed declared that their main 
concerns are restrictive regulations such as shipment inspections and custom formalities. They 
also faced delays and informal payments.9 Further trade with neighboring countries is typically 
characterized by delay of border clearance owing to insufficient coordination, poor facilities at 
border crossing points, excessive physical inspection of cargos, and time-consuming 
documentation processes. Customs have limited capacity which impedes the improvement of 
service quality. Insufficient public investment and lack of coordination by government agencies 
have hindered the development of border infrastructure and clearance procedures to respond to 
growing trade and demand. 
  

Table 2. Tariff Policy Trends  
Tariff FY 11 FY 12 FY 13 FY 14 FY 15 FY 16 FY 17 FY 18 FY 19 FY 20 

Average NPR 23.74 26.96 28.93 28.09 26.69 25.6 25.64 26.55 26.7 26.75 

Average 
Output Tariffa 41.29 43.49 46.82 45.98 43.16 41.32 40.55 38.79 39.64 46.43 

Average Input 
Tariffa 12.5 12.72 13.02 12.17 12.02 11.63 12.13 12.57 12.03 13.52 

FY = fiscal year; NPR = nominal protection rate 
a = Output tariffs refer to NPR on mainly consumer goods; (**) Input tariffs refer to NPR on basic raw materials, 
intermediate and capital goods. 
Source: Government of Bangladesh, Bangladesh Planning Commission. 2020. 8th Five-Year Plan July 2020 – June 
2025: Promoting Prosperity and Fostering Inclusiveness.  Dhaka. 
 
6. Performance in cross-border trade and binding constraints. The time and cost to 
export and import are still high in Bangladesh compared to its South Asia peers and Organization 
for Economic Cooperation and Development (OECD) high income countries. In Dhaka for 
instance, the export border and documentary compliance take 168 hours and 147 hours, 
respectively, while South Asian average is only 53.4 hours for export and 73.7 hours for import. 
Similarly, costs of export border compliance at $408 and import at $900 are astronomically higher 
than OECD high income countries’ fees (i.e., export - $136.8 and import - $98.1).  

 
9  International Trade Centre. 2017. Bangladesh: Company Perspectives. An ITC Series on Non-Tariff Measures. ITC, 

Geneva. 

https://www.intracen.org/uploadedFiles/intracenorg/Blogs/Bangladesh_NTM_Survey_Low-res.pdf
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Figure 2. Bangladesh’s LPI Score Trends 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

              LPI = Logistics Performance Index 
              Source: World Bank Logistics Performance Index Database (accessed 29 July 2021).   
 
7. In the World Bank’s Logistics Performance Index (LPI), the country’s overall scores either 
stagnated or deteriorated. Bangladesh performed impressively in 2010 where its LPI score was 
at 2.77 from 2.47 in 2007 and its ranking improved from 87th to 79th. This weakened, however, in 
2014, as the country slipped to 108th and its score fell to 2.56. Almost all indicators contributed to 
the decline with the exception of logistics competence. Bangladesh fared better in 2016 but its 
score once again worsened in 2018. The country’s overall LPI score declined to 2.58 from 2.66 
and its ranking tumbled to 100th from 87th out of 160 countries. Amongst the most challenging 
areas were the efficiency of customs and border management clearance, quality of trade and 
transport infrastructure, ease of arranging shipments, and the competence and quality of logistics 
services (Figure 2). Scores in the ability to track and trace consignments (2.79) and timeliness 
(2.92) improved but were still low at 2.79 and 2.92 compared to top performer Germany (track 
and trace - 4.24 and timeliness - 4.39). These results are consistent with Bangladesh performance 
in the World Economic Forum’s Global Competitiveness Index for the sub-indicator border 
clearance efficiency over the years. From a score of 2.8 (5 as the highest) in 2009, it further 
declined to 2.3 in 2019 suggesting that border clearance has become more burdensome (Figure 
3).  
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Figure 3. Border Clearance Efficiency  
(WEF Global Competitiveness Index – 2009 to 2019)* 

 

 
*1 as the lowest and 5 as the highest score 
WEF = World Economic Forum 
Source: World Economic Forum Global Competitiveness Reports 2009 to 2019.  
 

D. Rationale for Reforms 
 
8. Initiatives on trade facilitation. The performance of Bangladesh in various global indices 
reflects improvements in its trade facilitation environment, but it also indicates the need for further 
enhancement. The Perspective Plan of Bangladesh (2021–2041) aims to enhance export 
diversification and competitiveness by addressing cross-cutting issues. Accordingly, the 8th FYP 
(2021 – 2025), as a preparatory period for its graduation as a least developed country (LDC), has 
identified trade policy as one of the strategies to support and sustain industrialization and 
economic growth. One of the two-prong approach is for greater export diversification and 
domestic market expansion striking a balance between modernizing export incentives and tariffs 
and fulfilling all the trade reform agenda putting importance on trade facilitation including customs 
modernization. In addition, to promote and facilitate exports, and improve the quality of exports, 
the government has formulated the Export Policy 2018–2021, and signed 29 Bilateral Trade and 
Investment Cooperation Agreements. The impact of the export policy and bilateral agreements, 
however, is yet to be realized because of slow, costly, unpredictable, and insecure cross-border 
flow of trade. This is the result of inadequate infrastructure, insufficient use of advanced 
technology in border operations, a shortage of human resources, and delays in introducing new 
and complementary trade facilitation reforms, including the implementation of the WTO TFA.  
 
9. World Trade Organization Trade Facilitation Agreement commitments 
implementation rate. Bangladesh’s current implementation rate for the three categories at 36.6% 
still fared better than the achievement rate of other LDCs in the region such as Afghanistan, 
Myanmar, and Nepal, which remains below 30% and 10%. However, Bangladesh’s performance 
is lower if compared to Cambodia whose current implementation rate already reached 93.1% 
(Table 3). To date, Bangladesh’s Category A commitments have only been implemented at 34.5% 
and Category B at 2.1%. Category C commitments, which are dependent on capacity building 
assistance, have not made any progress but with a future implementation rate of 29.0%. To 
comply with the TFA and improve the environment for international trade, the government has 
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identified 13 areas that need external assistance and targets the full TFA implementation by 30 
June 2030.10  
 

Table 3. Status of WTO TFA Implementation Commitments of Least Development 
Countries in Asia 

Country 
Current Implementation Rate 

Category A Category B Category C Overall 
Afghanistan 11.3 4.2 11.3 26.8 
Bangladesh 34.5 2.1 0 36.6 
Cambodia 82.2 1.7 9.2 93.1 
Lao People's Democratic Republic 21.0 11.8 0 32.8 
Myanmar 5.5 0 0 5.5 
Nepal 2.1 0 0 2.1 

         Source: World Trade Organization Trade Facilitation Agreement Database (accessed 31 July 2021) 
 
10. The costs of poor trade infrastructure and inefficient cross-border trade. A vast 
number of literatures has established the associated costs due to poor trade infrastructure and 
inefficient trade environment and procedures. Poor infrastructure which delays transporting goods 
was found to hamper trade more significantly than tariffs.11 Lengthy and cumbersome custom 
procedures are considered indirect transaction costs as they can lead to procedural delays and 
inventory and opportunity costs for traders. They likewise result in revenue losses, which 
according to some studies can reach to more than 5% of GDP.12 There are also hidden costs of 
corruption, bribery, and smuggling at the border largely due to weak regulatory environment and 
inefficient border controls. These costs act as an informal tax consequently reducing international 
trade while inducing informal cross-border trade (footnote 12). Informal trade is not only 
distortionary for the formal sector but it destroys tax base as well consequently robbing the 
government of revenues (footnote 12). In addition, hidden costs can stifle formal bilateral trade in 
developing countries thus impede economic growth and development. 13 Empirical studies have 
shown that implementing trade facilitation reforms including compliance with WTO TFA can 
largely address these trade transaction costs.  

 
E. Program and Policy Formulation 
 
11. The PBL mainly intends to assist Bangladesh to be WTO-compliant. Specifically, it will 
help address the challenges in trade environment such as inefficient and unpredictable trade 
process and cumbersome customs procedures including slow cargo clearance process. The PBL 
will focus on improving the regulatory environment, streamlining and modernizing procedures, 
and equipping relevant institution to support and maintain reforms. The PBL will cover three policy 
reform areas each to be implemented into two tranches.  
 

 
10 World Trade Organization. 2019. Notification of Category Commitments Under the Agreement on Trade Facilitation. 

Geneva. 
11  D. Hummels.  2001. Time as a Trade Barrier. Center for Global Trade Analysis GTAP Working Papers 115. 

Department of Agricultural Economics, Purdue University; and S. Djankov, C. Freund and C.S. Pham. 2010. Trading 
on Time, The Review of Economics and Statistics. MIT Press, Vol. 92(1). pp. 166-173. 

12 E. Moïsé and F. Le Bris. 2013. Trade Costs - What Have We Learned?: A Synthesis Report”, OECD Trade Policy 
Papers, No. 150. Paris: OECD Publishing.  

13 E. de Jong and C. Bogmans. 2011. Does Corruption Discourage International Trade?. European Journal of Political 
Economy Elsevier. Vol. 27(2). pp 385-398; and B. Shepherd 2009. Speed Money: Time, Corruption, and Trade. 
MPRA Paper 17337. Germany: University Library of Munich, Germany.  
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12. Reform Area 1: Customs legal framework compiled with international standards. 
The policy actions cover implementation of (i) disciplines on fees and charges imposed on trade, 
(ii) release and clearance of goods at border crossing points (BCPs), (iii) formalities connected 
with trade and transit, and (iv) freedom of international cargo transit, and promotion of the cross-
border paperless trade. Tranche 1 will cover preparatory work for relevant regulatory environment 
while tranche 2 will enforce and implement the framework such as accomplishment of the WTO 
TFA and release and clearance of international transit cargo and perishable cargo, and 
formulation of the road map for paperless trade agreement.  
 
13. Reform Area 2: Cargo clearance processes improved. This area will promote efficient, 
predictable, and transparent cargo clearance process by streamlining cargo clearance process, 
adopting systems-based post clearance audit, and introducing new technology. The government 
will implement relevant orders to modernize the system under tranche 1 including the (i) 
implementation of administrative order on post clearance audit, (ii) implementation of SRO 
relating to pre-arrival processing, (iii) issuance of Administrative Order on deployment process 
and resource allocation plan for e-payment and electronic cargo tracking system, and (iv) 
introduction of special measures to keep business going as usual under COVID-19 pandemic. 
The government will introduce those processes at the 3 BCPs invested by the project under 
tranche 2.  
 
14. Reform Area 3: Institutional capacity enhanced. The Area 3 will assist National Board 
of Revenue (NBR) to strengthen institutional capacity by developing and conducting training 
programs. The program will also support NBR to conduct preparatory work to establish central 
customs laboratory, customs regional training academy and central customs warehouse. Under 
tranche 1, the NBR will develop a capacity development plan to build sustainable capacities in 
NBR. Under tranche 2, the NBR will implement the training programs based on the capacity 
development plan including the gender awareness and skill development for female staff.  
  
F. Transmission Mechanism 
 
15. The various policy and regulatory reform initiatives, targeting governance and operational 
service improvements, are expected to generate significant productivity and efficiency gains by 
enhancing trade regulatory environment, improving trade procedural process, and capacitating 
relevant institution. The first policy action will rationalize and remove regulatory barriers to more 
efficient and transparent trade/transit cargo release including institutionalizing paperless cross-
border trade. It will also help Bangladesh expedite the rolling out of its WTO TFA commitments 
especially that the country, to date, has less than 40% implementation rate. The improvement in 
cargo clearance processes including automation is expected to reduce the time and cost of cargo 
clearance and sustain the business even during pandemic. Improving the capacity of NBR, the 
country’s lead tax agency and has overall supervision of Bangladesh Customs, will ensure that 
the institution is equipped to implement WTO TFA commitments and trade-related reforms and 
sustain the gains from these reforms in the future.  Ultimately, the reforms could increase trade 
transactions, generate higher tariff revenues for government, and translate to savings for traders 
from reduced trade costs. 

 
G. Economic Benefits 

 
16. The policy reforms’ primary purpose is to assist the country implement its WTO TFA 
commitments but disaggregating and quantifying the exact PBL contribution to TFA 
implementation is difficult. Hence, the analysis will focus on expected outcomes of TFA 
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implementation under different scenarios simulated with a multi-sector quantitative trade model 
and convert the outcomes into economic benefit.  
 
17. Scenarios. The analysis looks at five simulated reform scenarios. Scenario 1 captures 
Category A and B notifications, scenario 2 goes further to consider additional reforms under the 
Customs Modernization Strategic Action Plan (CMSAP), and scenario 3 considers full and 
effective implementation of the TFA (including Category C notifications) along with CMSAP 
implementation.  Scenario 4 sees a no change in Bangladesh but other countries fully implement 
WTO TFA together with supporting reforms on the ground. The inclusion of scenario 4 is that it 
addresses a risk that underlies the other three scenarios, namely that institutional, structural, or 
financial barriers prevent Bangladesh from moving ahead in the planned way, but that other 
countries are not similarly constrained, and thereby manage to bring about substantial 
improvements in their trade facilitation environments. Scenario 5 provides an alternative reform 
baseline by which to assess the size of effects found for the other scenarios, by considering a 
much simpler alternative, namely a unilateral 5% percentage reduction in applied tariffs of 
Bangladesh. 
 
18. Methodology. The modeling approach used the “new quantitative trade models” to 
answer policy-relevant questions that have traditionally been the domain of computable general 
equilibrium (CGE) models.14 The key advantage of this class of models over traditional CGE 
approaches is “a tighter connection between theory and data thanks to more appealing micro-
theoretical foundations and careful estimation of the structural parameters necessary for 
counterfactual analysis”.15 A structural gravity model is augmented to use the OECD Trade 
Facilitation Indicators (TFIs) as a measure of trade facilitation performance. Using panel data 
techniques makes it possible to exclude a wide range of other influences on bilateral trade, at the 
same time as accounting for important unobservable variables suggested by theory. The output 
of this stage is an estimate of the elasticity of trade with respect to trade facilitation performance, 
from which an estimate of the elasticity of trade costs with respect to trade facilitation performance 
can easily be obtained. 
 
19. The next stage is to take that information and specify a shock for the computational model. 
Trade facilitation primarily influences bilateral trade by altering trade costs, so the most direct and 
transparent approach is to shock the trade costs parameter in the computational model. The 
elasticity derived from structural gravity can be used to obtain observed and counterfactual ad 
valorem equivalents (AVEs) of impediments to trade facilitation, with the counterfactual specified 
according to the scenarios. Once the shock has been obtained, the computational model can be 
solved to produce counterfactual values of key economic indicators such as real GDP, exports 
and imports, prices, and the degree of gross value chain (GVC) integration. It is important to 
stress that these figures are not projections or predictions: they are counterfactuals based on the 
assumption that the baseline (2019 data) changes in one respect only (bilateral trade costs) with 
all other factors remaining constant. The model output is therefore akin to the outcome of a 
thought experiment that summarizes the relative strength of the various economic forces at play. 
As is typical of computational models, changes in output and incomes are endogenous, and do 
not take account of external forecasts of the evolution of global economic conditions over some 
time period. 
 

 
14 Examples are Caliendo and Parro (2015), who examine the trade and welfare impacts of NAFTA, and Dhingra et al. 

(2017) who look at the effect of the UK’s exit from the European Union 
15 Ottaviano, 2015.  
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20. Overall economic benefits. Bangladesh stands to see major increases in trade as a 
result of improving its trade facilitation performance. Impacts on the export side range from an 
increase of 7.8% to an increase of 16.0%. Moreover, there is clear evidence that the ambition of 
the reform effort is positively associated with changes in trade: scenario 2 delivers larger trade 
gains than scenario 1, while scenario 3 delivers the largest trade gains of all.16 The point is 
strongly brought home by results for scenario 4. If Bangladesh does not move forward on trade 
facilitation but other countries do, it does not stand to lose in absolute terms: there are still trade 
gains caused by an easing of market access conditions in partner countries. But the trade 
increase for Bangladesh is only a fraction of what could be expected in scenarios where it reforms 
substantially even if its trading partners do not. As is common in trade policy simulations, the bulk 
of the gains for Bangladesh therefore come from its own reforms, to which those of its trading 
partners add. Finally, scenario 5 shows that the trade gains coming from implementing the TFA 
and moving forward on trade facilitation are similar in magnitude to those coming from a modest 
tariff cut in scenarios 1 and 2; full implementation in scenario 3 gives much larger impacts. 
Importantly, though, the GDP impact of a modest tariff cut in Bangladesh is slightly negative, 
because of a very strong impact on tariff revenue. By contrast, implementing the TFA and moving 
forward on trade facilitation always produces a GDP gain because at constant tariff rates, imports 
increase, which means that tariff revenue also increases (Table 4). 
 

Table 4. Effect of TFA implementation strategies (percentage increase) 
Scenario Effect Exports Imports Real GDP Tariff Revenue 
1 A+B 7.79 5.68 0.51 4.60 
2 A+B+SAP 9.98 7.29 0.65 5.86 
3 A+B+C+SAP 16.02 11.71 1.03 9.26 
4 Other country TFA 3.06 2.24 0.18 2.47 
5 Tariff cut 8.90 6.47 -0.15 -24.19 

Notes: Category A:  immediately binding; Category B binding by a notified date; Category C: to be implemented at 
some future date. SAP: Customs Modernization Strategic Action Plan (CMSAP) for Bangladesh. In scenarios 1-3, the 
implementation of TFA is in Bangladesh. 
Source: Ben Shepherd. 2021. Trade Facilitation Reforms in Bangladesh: A Quantitative Assessment. ADB 
 
21. Impact on consumer prices. The model is an economic one, so it does not address the 
full range of social consequences of improving trade facilitation. However, there are important 
overlaps between the economic growth and inclusivity agendas in some areas such as in overall 
consumer price index.  The first three scenarios see significant declines in prices, ranging from 
1.5% to 2.9%. These impacts are important from an inclusiveness standpoint, as they suggest 
that goods are becoming less expensive for consumers, which means that purchasing power is 
increasing. The same is true for the tariff liberalization in scenario 5, though the decrease in the 
price level is less than for full implementation of the TFA. By contrast, scenario 4 sees a slight 
increase in prices. While the size of the effect is small, about 0.2%, it is worthwhile examining the 
economic logic behind it. In scenario 4, Bangladesh’s economic gains are the consequence of 
actions by its trading partners that increase demand for its exports. The price change reflects this: 
relatively more Bangladeshi output is directed towards export markets, thereby making local 
goods a little more expensive in the home market as the quantity available falls. This effect is also 
at play in the first three scenarios, but is outweighed quantitatively by Bangladesh’s own trade 
facilitation reforms that lower trade costs, and thereby directly reduce import prices. The message 
is clear: not only do inclusive price effects correlate directly with the level of ambition of local 

 
16 Assuming that the natural growth rate of trade is 10% per annum and the additional growth rate of Scenario 2 is 7.3% 

for import and 10.0% for export per annum, the net present value of additional land-based trade between Bangladesh 
and India generated by this sector development program is estimated to be $21.2 billion at a 9% discount rate over 
22-year horizon. 
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reforms, but a standstill scenario in which sole reliance is placed on the reforms of trading partners 
is in fact slightly counterproductive from an inclusive growth standpoint (Figure 4). 
 

Figure 4. Change in the price index, percent relative to the baseline, by scenario, 
Bangladesh only. 

 
Source: Ben Shepherd. 2021. Trade Facilitation Reforms in Bangladesh: A Quantitative Assessment. ADB 

22. Effects on gross value chain integration. The overwhelming bulk of Bangladesh’s 
exports, as well as its GVC participation, is in just one sector: textiles and apparel. It is therefore 
appropriate to focus on that sector in assessing the changes in GVC integration that could be 
brought about by trade facilitation reforms in the four scenarios. The general methodology is to 
decompose gross exports in the baseline, but also in the model counterfactuals. Comparing the 
two shows the change in GVC integration as a result of the various policy shocks. Improving trade 
facilitation would enable Bangladesh to become more integrated into GVCs in its key textiles and 
apparel sector. All four scenarios exhibit such an increase, and there is evidence, as above, that 
the extent of Bangladesh’s own reforms is positively associated with the size of that increase. The 
largest increase is for scenario 3 (i.e., 3.8%), which is full implementation of all trade facilitation 
reforms included in the TFIs. Importantly, the figure for scenario 3 is larger than for scenario 5 
(i.e., 3.1%), meaning that GVC participation can increase more under an ambitious approach to 
trade facilitation than under a modest tariff cut. It is smallest in scenario 4 (i.e., 0.4%), where 
Bangladesh does not reform at all but its trading partners do. So again, the model provides clear 
support for the idea that going further with the country’s own reforms will be more beneficial than 
relying on reforms by trading partners, even if such reforms were to be implemented globally 
(Figure 5). 
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Figure 5. Percentage point change in GVC trade relative to gross exports, by scenario, 
Bangladesh textiles and apparel only. 

 
Source: Ben Shepherd. 2021. Trade Facilitation Reforms in Bangladesh: A Quantitative Assessment. ADB. 

  
H. Effects of the Reforms 

 
23. Overall, the three interrelated policy actions are ultimately expected to aid Bangladesh 
improve its trade business environment and increase export diversification and competitiveness 
This is more crucial at this juncture where the economy is recovering from severe losses due to 
COVID-19 and preparing for LDC graduation.  In the long term, the reforms can contribute to 
increased foreign direct investment inflows, better firm innovation, higher economic growth, and 
poverty reduction, all instrumental in helping Bangladesh achieve its aspiration of becoming an 
upper-middle income country by 2031.  
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