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World Customs Organization
As is the case each year, the Customs community is coming together on this
26 January to celebrate International Customs Day. This year is even more
special because we are also celebrating the 70th Anniversary of the WCO - a
unique organization dedicated to international cooperation and the sharing
of knowledge.

International Customs Day 2023

Embargo date:
26 January 2023, CET 09:00

Each year, International Customs Day provides an opportunity for the WCO
Secretariat to invite the Organization’s Members to focus on a theme it
considers relevant to the Customs community and its partners. In 2023,
under the slogan “Nurturing the Next Generation: Promoting a Culture of
Knowledge-sharing and Professional Pride in Customs”, the Secretariat is
inviting Members to look at how they support newly-recruited officers,
facilitate the sharing of knowledge, and heighten the sense of pride in being
part of this institution and of the global Customs community.

This is about placing human capital, and especially the new generation, at
the heart of the transformation of Customs - an approach the WCO has been
advocating for a number of years. Young Customs officers often have
particular strengths, but they need to acquire specific, and often tacit,
knowledge and know-how. This approach to learning must be rooted in the
culture of the administration, holding true throughout the officers’ careers. It
requires not only dynamic inter-generational relationships, but also an
outward-looking attitude, characterized by exchanges with the actors
engaged in the movement of goods and passengers, as well as with service
providers and with academia.

However, it has to be recognized that certain Customs organizations do not
have the processes and methodologies in place for managing knowledge and
ensuring that it is transmitted. In 2023, Customs administrations are
therefore being invited to focus on this issue and develop a knowledge
management system which fosters the identification and provision of
knowledge and know-how in all their forms: reports and other
documentation, training courses, whether online or in-person, forums,



mentoring programmes, work placements, exchanges between services,
magazines and newsletters, among others.

Another interesting approach is to extend collaboration among Customs
stakeholders and collect multi-disciplinary views. For this purpose, some
administrations collaborate with academia and participate in think tanks.
This will ensure that Customs knowledge is acquired through the rigorous
analysis of data, and is supported by expert opinion, skills and expertise.
Knowledge acquired in this way can be a valuable resource for
decision-making.

Customs must avoid the loss of organizational memory, to ensure that
mistakes are not repeated and experience is transmitted between
departments and to the next generation.

WCO | OMD

By creating a stimulating work environment and offering learning
opportunities to their officers, Customs administrations can not only attract
and retain talent, but also enhance their officers’ sense of professional pride.
It is often said that the new generation are searching for meaning; working
in Customs is a noble mission, whose fulfilment is essential for the
wellbeing of nations.

As the reputation of an organization depends largely on its employees, it is
important that they take pride in their work, and that the way their work
connects with the government’s vision is clearly explained. To achieve this,
Customs administrations must increase their visibility, not only among their
natural partners but also among those — such as decision-makers and the
general public — who may be less familiar with the multi-faceted role of
Customs, and less aware of the challenges faced by Customs and the
constraints it has to manage.

I have every confidence that Customs administrations will get to grips with
this year’s theme and | invite them to present information, during meetings
of WCO working bodies which address this theme, during the events we
organize throughout the year and in our various publications, about practices
and measures they have introduced.

I wish you all a happy International Customs Day!

Kunio Mikuriya
WCO Secretary General

26 January 2023
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The role of the World Customs Organization
in Trade Facilitation
Dr. Abdul Mannan Shikder

Role of Customs Duty in International Business:
History, Importance, and Future Direction
Dr. Md. Shahidul Islam

A Review of Customs Duty Drawback Regulations
Dr. Mohammad Abu Yusuf
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Mirza Shahiduzzaman

Role of FTAs & Impact of LDC Graduation
Dr. Md. Neyamul Islam

ARG IS JiE AP @ STSA?
o o & SNYA ST AT
AR IS F

How can Bangladesh maximise trade benefits of
its geopolitical location?
Mohammad Shahidul Islam

The role of taxation and domestic resource mobilization

in attaining SDGs: financing and beyond!
Md. Tarig Hassan

Women & Trade Role In Achieving SDG 5
Kanchan Rani Dutta

Data driven administration equipped with modern
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Nipun Chakma

World Trade Organization-Trade Facilitation
Agreement Implementation: Glass Half Full or
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The role of the
World Customs Organization
iNn Trade Facilitation

Dr. Abdul Mannan Shikder

1. Introduction

Trade facilitation has emerged as a key feature in international
trade with its all-encompassing focus on easing trade across
borders. The Trade Facilitation Agreement (TFA) of the World
Trade Organization (WTQ) is the principal instrument that
commits countries to pursue trade-facilitating initiatives. The
TFAwas adopted in 2013 and entered into force in 2017, aiming
at reducing the cost and time of businesses. The World Customs
Organization (WCQO), established in 1952 as Customs
Cooperation Council, is the key global platform—covering 98
percent of world trade—for implementing many of the TFA’s
measures through its member customs administrations. With
vast experience in implementing global Customs standards, the
WCO s animportant source of expertise and support for its 184
Member countries. The WCO supports the global
implementation of the TFA through its uniform customs
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standards and technical assistance for capacity building. This
article briefly outlines the role being played by the WCO in
facilitating global trade through its various activities.

2. Definition of Trade Facilitation

Trade facilitation is a set of tools, measures and procedures
tailored for easing global export-import business. The primary
goal of trade facilitation is to help make trade faster, cheaper,
more predictable and to ensure its safety and security
throughout the supply chain. At the application level, it is about
simplifying and harmonizing formalities, procedures, and the
related exchange of information and documents between the
various partners involved in the trade process with an obvious
reduction in trade costs. According to the WTO TFA, trade
facilitation  means  simplification, modernization, and
harmonization of import, export, and transit processes, ensuring
expedited movement, release and clearance of goods. In the
WCO context, it means the avoidance of unnecessary trade
restrictiveness or barriers and the speeding up of Customs
procedures. This can be achieved by applying modern clearance
tools, techniques and technologies, while improving control
mechanisms over Customs functions in a manner that is
internationally acceptable. To achieve the desired targets, the
TFA specifically outlines measures and principles for effective
cooperation between Customs and related stakeholders on
trade facilitation and customs compliance matters. It also sets
out provisions for technical assistance and capacity building for
the LDCs. Section | of the TFA contains provisions on pursuing
measures for trade facilitation across the supply chain.

3. Benefits of trade facilitation

Benefits accrue to both the business communities and the
governments from trade facilitation initiatives. Benefits for
businesses come through enhanced competitiveness in national
and international markets due to reduction in delays and costs
which are achieved with predictable and efficient movement of
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goods across borders. Benefits for governments result from
utilizing modern procedures to enhance controls, ensure proper
collection of revenues and at the same time contribute to
economic  development through increased trade and
encouragement of foreign investment. According to the WTO,
trade facilitation initiatives would cut down trade costs by 14.3%
on average—around US$325 billion being saved—mostly in
developing countries. It further suggests that improvements in
border agencies throughout the world could boost global trade
by US$ 1 trillion per year, and accelerate the integration of the
developing and LDC countries into the global value chains. It is
well known that border inefficiencies, complex customs rules and
other trade barriers make it harder for businesses of all sizes to
trade internationally, hurting small and medium-sized companies
(SMEs) the most. Recent research by the World Economic Forum
suggests that the TFA implementation could trigger a 60% to
80% increase in cross-border SME sales in the global economy.

4. Cooperation between the WTO and the WCO

Both the WCO and the WTO strongly cooperate with each
other in promoting trade facilitation initiatives across the world.
The two organizations were already cooperating prior to the
TFA. The WCO manages the technical committees of two
important  WTO  agreements: the Agreement on
Implementation of Article VIl (Customs Valuation) and the
Agreement on Rules of Origin. The WCO was actively involved
in the preliminary talks and the negotiation rounds that led to
the completion of the TFA. Its vast technical expertise makes it
anideal partner for ongoing WTO initiatives in trade facilitation.
The WCO provides information and support for the capacity
building of developing and least-developed country members. In
2013, the WCO Policy Commission adopted the Dublin
Resolution which says it will commit

“to the efficient implementation of the Trade Facilitation
Agreement [...] will assist its Members to identify their needs,
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including availing of donor funding, in order to enhance capacity
building to implement the Trade Facilitation Agreement; will,
together with other international organizations and the
business community, further enhance the provision of technical
assistance/capacity building [...]".

The WCO has continuously encouraged its Members to take an
active approach in the WTO Trade Facilitation negotiations.
Customs administrations of many WTO Members have made
positive contributions to the WTO Trade Facilitation negotiations
which have culminated in the TFA. Engagement of Customs in the
negotiating process has ensured that the WTO Agreement is
consistent with WCO instruments and tools on trade facilitation
and compliance which WCO Members have been developing and
implementing over the past years since its inception.

The TFA highlights the role of the WCO in the implementation
and administration of the TFA. As Customs is the key
implementing agency of the TFA, it is essential that the WCO
and its Members collectively ensure smooth and effective
implementation of the Agreement to successfully lead to the
envisaged developments on a national, regional and global level.
As the global center of Customs expertise, the WCO is the only
inter-governmental organization with competence in Customs
matters and is the voice of the international Customs
community. With that in mind, the WCO Policy Commission in
December 2013 issued the WCO Dublin Resolution which
shows the clear commitment of the global Customs community
towards successful implementation of the TFA and among
others indicates that the WCO's robust engagements with the
WTO including in preparing the framework for the WTO Trade
Facilitation Committee. As mentioned in the Dublin Resolution,
the WCO assists its Members to identify their needs related to
TFA implementation including addressing questions related to
donor funding opportunities, if and where necessary, and,
together with other international organizations and the
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business community, further enhances the provision of
tailor-made technical assistance/capacity building (TA/CB) in an
efficient and coordinated manner and based on long-standing
WCO experience and approaches to CB delivery as well as on
existing WCO tools and tools under preparation. Such supportis
based on Members' needs and follows results-based
management principles.

5. The role of the WCO in trade facilitation

Customs is the key border agency responsible for all
international trade transactions. In international trade, Customs
plays a critical role not only in providing expedited clearing
processes but also inimplementing effective controls that secure
revenue, ensure compliance with national laws, and ensure the
security and protection of society. The efficiency and
effectiveness of Customs procedures have a significant influence
on the economic competitiveness of nations and in the growth of
international trade and the development of the global
marketplace. Though Customs has contributed to trade
facilitation efforts for many years, the TFA has brought forth
high political will and momentum to further progress this trade
facilitation agenda, especially in terms of bringing together all
relevant stakeholders, including all border agencies and ensuring
efficient Coordinated Border Management. The overarching
goal of the TFA is to speed up customs procedures and because
of the role of WCO in trade facilitation features unavoidably.
Consequently, the efforts of the WCO focus on simplifying and
standardizing Customs practices across its Member
administrations. It has developed conventions, standards and
programs through which its Member Customs administrations
have been able to offer their governments enhanced trade
facilitation combined with effective Customs control.

Since its inception, the WCO, with the active involvement of
Customs experts and global trade partners, has been striving to
achieve the balance between trade facilitation and compliance
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with statutory requirements. Its mission and vision have been to
improve the effectiveness of Customs administration by, for
example, creating international instruments for the
harmonization of  Customs systems and effective
communication between its member states. To this end, the
WCO develops and administers various international
instruments, tools and standards for the harmonization and
uniform application of simplified and effective Customs systems
and procedures governing the cross-border movement of
commodities, people and means of transport. It also provides
capacity building and technical assistance to Members as a
means of support to their modernization efforts.

Over the year the core focus of the WCO has been on providing
leadership, guidance and support to customs administrations to
secure and facilitate legitimate trade, realize revenues, protect
society and build capacity. For this purpose, the WCO has
developed a number of instruments related to trade facilitation.
The main ones are the original and the revised Kyoto
Conventions, the ATA System (ATA and Istanbul Conventions),
and the Customs Convention on Containers. The “International
Convention on the Simplification and Harmonization of Customs
Procedures”, known as the Kyoto Convention, entered into force
in 1974 and was revised and updated in 2006; the Revised Kyoto
Convention sets forth the following key principles:
i) transparency and predictability of customs actions,

ii) standardization and simplification of the goods declaration
and supporting documents,

i) simplified procedures for authorized persons,
iv) maximum use of information technology,

V) minimum necessary customs control to ensure compliance
with regulations,

vi) use of risk management and audit-based controls,
vii) coordinated interventions with other border agencies, and
viii) partnership with the trade.
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The ATA System aims to facilitate the procedure for the
temporary duty-free importation of goods and the adoption of a
standardized model for temporary admission papers (a single
document known as the ATA carnet that is secured by an
international guarantee system). The Customs Convention on
Containers (1972) provides for the temporary importation of
containers, free of import duties and taxes, subject to
re-exportation within three months and without the production
of customs documents or security.

Other instruments developed by the WCO include the Time
Release Study, which measures and reports the time taken by
customs to release imported cargo - the only instrument
mentioned in the TFA, the WCO Data Model, which compiles
datasets for different customs procedures; the Risk
Management Compendium, which provides customs with a
structured and systematic way to manage risks; or the WCO
SAFE Package, which is a framework of standards to secure and
facilitate global trade.

Apart from developing trade facilitation tools and procedures,
the WCO is also an important actor in capacity building. It aims
to promote the effective implementation of all trade
facilitation-related conventions and to equip customs officials
with the detailed information necessary to more fully engage
and lead discussions/negotiations with donor agencies and
other government officials. The WCO is also present in the field
to help with the implementation of their program. One example
of these activities is the Time Release Study in the East African
Communities. In the context of this program, the movement of
cargo through an international corridor going from the
Mombasa seaport in Kenya to an inland customs office in
Kampala, Uganda, was tested. Multiple bottlenecks were found
and recommendations to improve these aspects were provided.
The WCO also plays a role in coordinating capacity-building
efforts with tools such as the WCO Project Map, which provides
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information on existing support to donors to avoid redundancy
in the provision of aid.

In June 2014, the WCO launched the Mercator Program, aiming
to support its members in implementing the TFA by using core
WCO tools and instruments (e.g. the Revised Kyoto
Convention) and providing tailor-made technical assistance. At
the same time, the WCO benefits from the momentum brought
by the TFA to customs reforms, from its effect on compliance,
and from the new impetus it gives to capacity-building and
cooperation between border agencies.

6. Conclusion:

To conclude, it is obvious that TFA provisions are consistence
with WCO instruments and tools developed by the global
Customs community not only in the years before the launch of
and during the trade facilitation negotiations, but a number of
relevant tools have also been developed or updated after the
conclusion of the TFA. The WCO conventions, guidelines,
handbooks, web-based, and other tools provide necessary
guidance for a coherent approach and for achieving harmonized
TFA implementation by its member countries. Undoubtedly, the
core activity of the WCO is to achieve the goals of trade
facilitation and thus cut down trade costs significantly.

The writer is currently working in National Board of Revenue, Dhaka as
Member, Grade-1 (Customs Audit, Modernization & International Trade).
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Role of Customs Duty In
International Business:
History, Importance, and
Future Direction

Dr. Md. Shahidul Islam

Tariffs and customs duties are the same things; they are both
taxes on imported and exported goods. An export duty or an
import duty are both examples of a customs duty, which is also
referred to as an "external excise tax."

HISTORY

The Era of Kautiliyam Arthasastram, Palmyra, Rome, Mughal,
and the Nineteenth-Century

Customs duties have their roots in the old "customary taxes."
The highest revenue officer at the time, known as the
Samaharta (collector-general), was tasked with organizing the
collection of taxes from seven different locations, the seventh
of which were the vanikpaths (trading routes) of two types, land
routes, and sea routes, according to the Kautiliyam
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Arthasastram (approximately 321-300 BC). As a bribe to
sovereigns to treat them kindly, scholars contend that the
earliest customs duties were voluntary and offered by
merchants on the go. This inducement became necessary over
time. A tax for the right to trade in a specific kingdom was
known as "duty." Tax farmers were hired to handle the actual
collection; they would resort to whatever means—including
force—to collect what had proven to be a crucial source of
income for rulers. The earliest written Customs tariff,
according to some academics, was created in Palmyra
(modern-day Syria), and it was carved into stone (and is still
there!). The ancient tariff featured precise duty rates for goods
including camels, slaves, fleece, and aromatic oils and, despite
its age, bears a striking resemblance to the contemporary
harmonized system.

Professional customs offices and officials date back to ancient
Rome. Trade records discovered on antiquities (imported jars
of olive oil) were similar to modern Customs declarations, just
like Palmyra's tariff wall. At the start of the industrial age, when
countries encouraged exporting as a potent weapon for
boosting national prosperity, a more recent conception of
customs as a sophisticated, dynamic filter emerged. The need
for streams of legislation to strike a balance between the
demands of domestic labor and market forces arose as trade
increased and competition increased. Anti-dumping duty was
levied against unsold surplus, while countervailing duty was
assessed against subsidized goods. Unrestrained efforts to
promote exports resulted in a number of trade wars that halted
shipping and caused economic collapses, highlighting the perils
of protectionism. A period of (relatively) open cooperation has
existed since the end of the wars thanks to the creation of
international organizations.

During the Mughal era, cungi (toll) was imposed over the
subcontinent (1526-1707). Then, cungi was levied on goods
passing between provinces, and the nation was divided into
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subas (provinces). On merchandise brought in by boat from
overseas, customs duties were further levied. The predecessor
to today's customs house may have been the Cungi Ghar (toll
house) in those days. Lord Cornwallis removed customs duty in
British India in 1788, but it was reinstated in 1801. Customs
duty revenue in 1839-1840 was Rs 4,103,298 or 5% of total
government revenue. The seventh largest source of public
revenue at the beginning of the 20th century was "taxes on
imports and exports."

The nineteenth century saw the creation of the current
customs system. When the Sea Customs Act, modeled after
British customs law, was passed in 1878, giving legal authority
for the imposition and collection of customs duty, the entire law
and collecting apparatus were united. Prior to 1924, when the
Central Board of Revenue (CBR) was established in accordance
with the CBR Act, the administration was initially vested in the
province government. In order for the central government to
establish control over the flow of goods and people over land
borders from the subcontinent to neighboring territories and
vice versa in transit from one country to another via the
subcontinent, the Land Customs Act was also promulgated in
1924. The Customs Act of 1969 was passed to codify and
revise the law governing the assessment and collection of
customs duties as well as to address related issues. Four
laws—the Sea Customs Act of 1878, the Inland Bonded
Warehouses Act of 1896, the Land Customs Act of 1924, and
the Tariff Act of 1934—as well as Section 14 of the Civil
Aviation Ordinance of 1960—were consequently repealed
under Section 220 of the Customs Act of 1969. This ended the
long-standing legal distinctions between maritime customs,
land customs, and air customs.

The Background of Custom Duty in Bangladesh: British
Colonial Era, Pakistan Era, and after Independence Era

Customs tax was established during the British colonial era in
Bangladesh (at the time known as British India) as a tool for the
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British government to raise money and defend the interests of
British manufacturers and merchants. British India was a
significant supplier of raw materials for the British economy
throughout the 18th century, especially cotton, which was used
to supply textile mills in England. Indian cotton textiles were
subject to hefty taxes by the British government in order to
protect the British cotton industry, raising the cost to English
customers.

To raise money for the colonial administration, the British
government placed duties on products imported into British
India in addition to protecting British industry. These levies
were used to pay for many British initiatives in India, including
military and infrastructure costs. The "Mercantilist" policies of
the British government, which emphasized boosting exports
while discouraging imports and encouraging trade surpluses,
also had the effect of favoring British-made goods while
discriminating against those produced elsewhere. The
combination of this policy and the high tariffs lessened
competition for British importers and exporters in India.

The newly formed nation of Pakistan, of which East Pakistan is
today's Bangladesh, continued with similar customs tariff
policies after the British departed India. These regulations
attempted to safeguard domestic businesses, generate money,
and encourage self-sufficiency. During the British colonial era,
customs duty was implemented in Bangladesh (then known as
East Pakistan). To safeguard the interests of British
manufacturers and traders, the British government levied hefty
tariffs on products imported into the area. After the British left
India in 1947 and East Pakistan joined the newly established
nation of Pakistan, a protectionist tariff structure was kept in
place. However, East Pakistan, which is now Bangladesh, had a
different economic structure from West Pakistan (the country
as it is today), with a greater emphasis on agriculture and less
industrialization. As a result, the Central Government's policies
for West Pakistan were frequently inappropriate for East
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Pakistan. The trade between the two areas was also very
different, with East Pakistan mostly exporting raw materials
and West Pakistan acquiring manufactured goods. This trade
deficit ultimately played a part in the political tensions that
resulted in the Bangladesh War of Independence in 1971 and
contributed to East Pakistan's economic marginalization. As a
result of the establishment of its own customs office and the
introduction of customs duties on products entering East
Pakistan during the conflict, the East Pakistani government was
able to increase revenue and strengthen the local economy.
Following the war of 1971, East Pakistan split apart to become
Bangladesh, which kept the customs system in place and
inherited the established customs department.

After 1971, Bangladesh's customs tax became a significant
source of income for the newly independent nation. Before
1971, Bangladesh was a part of Pakistan and was governed by
the same laws and rules regarding customs duties as the rest of
the nation. However, Bangladesh had to set up its own customs
duty system after the War of Independence and the creation of
the country as an independent state in 1971. Bangladesh's
newly established government took over an economy that was
largely focused on agriculture and had very little other
manufacturing. The government pursued a number of
measures aimed at industrializing the nation in order to foster
economic growth and development, including the placement of
high taxes on imported goods in order to safeguard the native
industry. This was viewed as an essential step to enable the
nation's new economy to get off the ground. The nation was
experiencing a severe humanitarian crisis immediately
following the conflict, which led to a dearth of supplies on the
market. The government began importing commodities from
other nations to make up for this scarcity, which brought in a
sizable amount of cash through customs duties. The nation's
development and restoration activities were afterward
financed with the help of this income.
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In short, the history of customs duty in Bangladesh dates back
to the time of British colonialism. To safeguard the interests of
British manufacturers and traders at the time, the British
government levied hefty tariffs on products imported into the
nation. After the nation earned independence from the British
administrationin 1947, this protectionist tariff regime was kept
in place. The government of Bangladesh undertook a number of
economic initiatives in the years that followed independence
with the goal of boosting industrialization and self-sufficiency.
In order to shield native businesses from international
competition, these measures included keeping customs
charges on imported goods high. But Bangladesh has recently
been moving toward a more liberalized and open trade policy. In
an effort to encourage foreign investment and export-oriented
growth, the government started lowering taxes on imported
items in the late 1990s and early 2000s. Bangladesh, a WTO
member since 1995, adhered to the global agreement on trade
facilitation, which resulted in lower customs duties on the
majority of the products. Bangladesh has been negotiating
trade agreements with foreign nations to lower customs duties
on commodities, boost market access, and enhance the general
business environment in recent years as it has been diversifying
its export destinations and reducing dependence on a single
market. As the government of Bangladesh modifies the rates
for certain items to conform to its economic policies, customs
tax rates might fluctuate often.

The government continued to rely largely on customs duty as a
source of income in the years that followed. To safeguard the
home industry and encourage self-sufficiency, the government
kept up a mostly closed and protectionist trade policy with high
tariffs on imported goods. However, the government started to
move toward more liberalized and open trade policies over
time. The government started gradually lowering import duties
in the late 1990s in an effort to encourage foreign investment
and export-driven growth. To cut customs duty rates and
improve market access for Bangladeshi exports, the
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government has started negotiating trade agreements with
foreign nations as part of this plan. As the nation grew and
developed, the government's stance on customs duties started
to change. Customs duties evolved from being only a way of
raising money and a protectionist measure to a tool for
balancing trade and defending the nation's economic interests
as it opened its market to foreign trade.

The National Board of Revenue (NBR), the nation's primary
revenue-collecting organization, oversees the customs tariff
system in Bangladesh. The national board of revenue (NBR)
was established as the supreme tax authority with the
jurisdiction to take over customs administration after the
government abolished the CBR following the establishment of
Bangladesh. By President's Order No. 48 of 1972, the Customs
Act became operative in Bangladesh. The Customs Act of 1969
and the Value Added Tax Act of 1991 specify that the
administration of revenue is the customs authority's
paramount duty. The customs authority’s primary
responsibilities are determining and collecting customs duties,
value-added tax, extra duty, and other taxes and fees that may
be imposed on imported or exported goods. Smuggling
prevention, Imports and Exports (Control) Act implementation,
and Foreign Exchange Regulation Act enforcement are all
included in its secondary role. The customs authority also
upholds security measures mandated by various acts, including
the Arms Act of 1878, the Explosives Act of 1884, the
Merchandise Marks Act of 1889, the Livestock Importation Act
of 1898, the Narcotics Control Act of 1990, etc.

The characteristics of globalization, such as free trade zones
and duty rates, have been around for millennia even though we
tend to think of it as a recent phenomenon. Excavations have
uncovered evidence of Customs action everywhere in the
world, from the ports of ancient Greece to the Great Wall of
China. The evidence indicates that sophisticated systems of
restrictions and tariffs on traded goods existed together with
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their justifications long before industrialization. Small
populations made it simple to observe how unchecked reliance
on imports would burden and stress the local economy.

IMPORTANCE

A tax known as customs duty is levied on products that cross
international boundaries for import or export. In the broadest
sense, Customs' primary duty is to safeguard the region under
its purview. The safety, health, financial standing, and quality of
life of citizens and enterprises are all protected. This
background can also be used to understand border-based
taxation and duty collection. Customs tariffs rebalance price
differences across markets, protecting the financial standing of
domestic companies or introducing restrictions on the usage of
specific items. To safeguard a nation's economy and regulate
the entry and exit of cargo, customs duty taxes are strictly
enforced. The value of the products or the product's weight,
dimensions, or other precise specifications is frequently the
basis for customs duties.

The Challenge and Ways Forward

The cost of items that are imported or exported can be
significantly impacted by customs duty, making it a crucial factor
to take into account in international trade. For companies that
import products, customs duties can be a considerable cost
because they drive up the price of the goods. Businesses may find
it challenging to compete with domestic firms that are not
subject to the same import duties as they are. Companies may
decide to source their products from nations with lower customs
tax rates to lessen this effect, or they may choose to negotiate
special trade agreements that lower the amount of duty they
must pay. The competitiveness of enterprises that export goods
can also be impacted by customs duties. For instance, it could be
challenging for a business to sell its products at a competitive
price if they are subject to hefty customs charges in a foreign
market. This may make it more difficult for the business to enter
new markets and grow its clientele.
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The kinds of items that are traded between nations might be
impacted by customs duty. For instance, it could not be
profitable to import or export particular commodities if they are
subject to hefty customs duties. Consumers may have a smaller
selection of things to choose from as a result, and businesses
may find it more difficult to seize fresh chances. Customs tax
might provide enterprises with difficulties, but it can also be
advantageous for global trade. Custom duties can be used as a
weapon to support the nation's overall trade balance, safeguard
domestic industries, and foster economic growth. Because of
this, companies engaged in international trade must understand
the laws, rules, and fluctuating nature of customs duties.

Customs duties are often collected while border officials
inspect and evaluate the items in order to establish a thorough
description of the imports. Depending on the assessment value
of the imports, customs agents frequently check for trademark
violations or fair market trade. Because certain trade
agreements with specific nations may result in duty-free rates,
customs authorities are also attempting to verify the country of
origin of the imports. In addition to helping businesses stay out
of trouble with the law by managing import/export operations
properly, the practice of maintaining effective customs duties
also enables businesspersons and traders to cut expenses in
other ways. It delivers analytics and visibility to give businesses
data insights so they may automate and optimize operations
based on what works.

International trade has relied heavily on customs for
generations. In many nations, customs organizations combine
two seemingly opposing functions: they impose taxes on
commerce while also facilitating trade and international
business through standardized processes and simplifications.
The protection of society against unlawful trade, irresponsible
business, and unsafe items is frequently added as a third
responsibility to these two. This last function is also
acknowledged in the Green Customs Initiative, a 2004 informal
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collaboration between many UN institutions that have focused
on strengthening the capacity surrounding illegal trade. If
customs laws are correctly and strategically implemented, they
can significantly lower business costs not only during the
importation or exportation of goods but also afterward. For
instance, by asking for a refund of customs duties that were
paid in excess at the time of importation or by using special
procedures, businesses can reduce costs significantly. Many
businesses continue to utilize customs brokers to act as their
agents due to the complexity of managing all the moving
elements involved in customs. However, doing so frequently
causes businesses to lose track of their inventory, lose sight of
their expenses, and overlook the crucial role that customs
operations—and the information that can be gleaned from
them—play in their entire operations. When businesses fail to
see the wider picture, they forfeit the opportunity to benefit.

The need to safeguard local industry—typically young
industries—from intense foreign competition that may arise
before domestic units have had enough time to catch up with
the foreign competition is the justification for imposing CD. The
case for maintaining high customs rates will be difficult to make
if the economy grows. By lowering customs tariffs, the World
Trade Organization (WTO) has significantly contributed to
increasing economies' competitiveness. In their infancy,
Emerging Developing Economies (EDEs) have relied very
significantly on customs duty to protect the infant industry as
well as for a reliable source of revenue. The tariff rates and
structure were quite expensive in the middle of the 1980s.
Rationalizing the rates for particular industries including capital
goods, drug intermediates, and electronic goods, was
implemented selectively.

FUTURE DIRECTION OF CUSTOMS DUTY:
BANGLADESH IN INTERNATIONAL BUSINESS

Bangladesh has made a concerted effort to engage in trade
talks with other nations in an effort to lower import taxes,
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expand market access, and enhance the general business
climate. For instance, Bangladesh has recently signed a number
of trade agreements with nations in the Asia-Pacific area,
including India, China, and Singapore, which have assisted in
lowering customs duties on a variety of products. Bangladesh is
dedicated to the principles of free trade and the removal of
trade barriers as a WTO member, which further motivates the
government to lower customs duties on commodities.
Businesses in Bangladesh will find it simpler to import and
export goods and to compete with those in other nations as a
result.  Implementing contemporary technology and
procedures to speed up the clearing process of goods would
assist to minimize delays, boost efficiency, and make the entire
process more transparent. This will help to shape the future of
customs duty in Bangladesh. Additionally, this will aid in
lowering corruption, which can be a significant issue in the
customs system. n In conclusion, greater trade policy
liberalization, the negotiating of trade agreements, and the use
of technology to increase efficiency and decrease corruption, as
well as trade agreement negotiation, are anticipated to be the
future directions of customs duty in Bangladesh in international
commerce. This will make it easier for companies engaged in
international trade to take advantage of new prospects and
efficiently compete in the global market.

Companies are now relying on digital solutions that can
automate customs and trade compliance end-to-end, including
all paperwork, classifications, and exchange of tasks and
information, rather than relying on human operations. With
such a system, the organization can save time and money by
automating the completion of customs declarations, sending
information to customs automatically, and sharing data with
partners and other parties. Technology utilization has evolved
into a key component of trade facilitation. One of the main goals
of the EU Customs Union is to promote paperless trade, which
has become the new norm. The COVID-19 pandemic has
brought to light the necessity for completely automated
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customs, which has increased the importance of paperless
cargo clearance to reduce paper handling. Starting with
programs like electronic single-window systems is a great idea.
Future value is created by enabling connectivity across
single-window  systems, avoiding  corruption and
undervaluation. This strategy goes hand in hand with the
requirement that Customs administrations and other border
agencies utilize the technologies at their disposal more
effectively in order to enhance the business climate and the
flow of products across borders. One technology that might be
investigated to gather data and protect it is blockchain. Big data
analysis should be able to spotissues and challenges in Customs
and throughout the entire supply chain.

Besides, Veenstra and Heijmann (2022) have suggested three
particular scenarios as future roles of customs to represent the
current difficulties and anticipate supervision operations from
Customs given the numerous changes in the current global
environment: fluorinated gasses, carbon border adjustment
mechanism, and due diligence in global supply chains. Customs
offices or other competent authorities are in charge of carrying
out certain seizures (such as those involving non-refillable
containers) and preventing the re-exportation of illegal goods
containing f-gases. It's also prohibited to conduct certain trades
with parties located in non-signatory nations to the F-gases
accord. The EU-ETS approach can be used to implement a
charging system at the outer border of the common market to
address the issue of carbon leakage. Since this legislation calls for
border action, customs agencies will be heavily relied upon. The
collapse of the Rana Plazafactory in Bangladesh has renewed the
discussion on the necessity of enforcing ethical working
conditions and procedures in international supply chains.

Use of IT for Modernization of Customs Administration

For customs procedures, information technology (IT) use is
essential. This is crucial because it signifies a development in
management and practice; for example, a risk management
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system should have sped up the clearance of customs
disadvantages and reimbursements, cutting the whole clearance
time to a fraction of what it was a few years ago. The risk
management methods randomly identify questionable cargo.
There might be a need to review this kind of system that takes
external elements into account in today's environment where
there is a greater need for security. In order to better use the
type of data generated on both the customs and excise side for
policy-making and administrative improvements, increased
computerization is resulting in the creation of more meaningful
statistics and data management. Therefore, the best method to
persuade those officers who are still on the fence is to do
thorough workshops to train them and help them understand the
advantages of I'T rather than forcing it onto them. Additionally, a
concentrated effort must be made to minimize interactions
between officers and customs agents in order to reduce moral
hazard. The advantages of a strong and healthy customs service
through quickly expanding IT use must be persuadingly
communicated to officers in increasing numbers. For
department heads, this continues to be their biggest challenge.

The modernization of Bangladesh's customs administration can
be greatly aided by the use of information technology (IT). The
customs clearance process can benefit from IT by becoming
more efficient, decreasing corruption, and increasing
transparency. Implementing computerized systems for the
declaration and clearing of products is one of the key ways that
IT may be employed in customs administration. Many customs
clearance procedures, including the filing of declarations, the
computation of duties and taxes, and the clearing of
products, can be automated using electronic technology. This
can help to shorten wait times, improve accuracy, and
guarantee adherence to rules and laws.

The detection and prevention of fraud and corruption is a
significant area in which IT can be employed in customs
administration. For instance:

88



T T g %(0);:

<)
ety qust®

e The use of electronic systems can contribute to enhancing
the traceability of commodities, making it more challenging
for people to escape paying taxes and customs fees.

e Data analytics can also be utilized to pinpoint compliance
and enforcement initiatives and to spot trends of suspect
conduct.

e |mplementing contemporary technology and procedures
to speed up the clearing process of goods would assist to
minimize delays, boost efficiency, and make the entire
process more transparent.

This will help to shape the future of customs duty in Bangladesh.
The corruption that can be a significant issue in the customs
system will also be lessened as a result of this. Implementing the
Automated Cargo Clearance System (ACCS), a computerized
system that would expedite and improve the cargo clearance
procedure is another possible application for IT in customs
administration. By utilizing electronic systems like electronic
documents and digital signatures, this system would automate
the processes of data collection, data processing, and cargo
discharge. Between the various agencies engaged in the customs
clearance process, such as Customs, Trade, the Port Authority,
and other law enforcement agencies, IT use can also help to
improve communication and coordination. Utilizing an integrated
data system, for instance, can help to increase communication
and information exchange between various entities.

By streamlining and easing the clearance process, Customs is
the leading agency for facilitating seamless international trade.
By doing so, Customs may make a stronger contribution to the
development vision of nations, which aims to increase shared
prosperity and achieve higher economic efficiency. The effort
to streamline and modernize Customs operations as soon as
feasible has been started by Bangladesh's Chief Revenue
Authority, the National Board of Revenue (NBR). All of these
modernization and reform initiatives place a heavy emphasis on
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trade facilitation, infrastructure development, capacity
building, and automation.

In light of this, NBR created the "Customs Modernization
Strategic Action Plan 2019-2022" (CusMod SAP) to enable the
orderly execution of reform ideas. ICT applications and
trade-friendly innovations have been successfully incorporated
into Bangladesh Customs' operations, and the agency has made
impressive strides. The most notable ones that have already
been put into practice are the Customs Computer System
(ASYCUDA World), Bonded Warehouse Management,
Authorized Economic Operator (AEO), National Enquiry Point
(NEP), Non-Intrusive Inspection (NII), Advance Ruling (AR),
Customs Portal, Pre-Arrival Processing (PAP), Education, and
de-minimis, among others. The New Customs Act, the
establishment of the Customs Risk  Management
Commissionerate (CRMC), the Bangladesh Single Window
(BSW), the automation of the bond system, the strengthening
of the Academy, the establishment of the Central Customs
Laboratory, Central Customs Warehouse, and the Central
Customs Regional Training Academy are ongoing initiatives.
Despite the government's signing of various international legal
documents, the existing Customs Act still does not adhere to
international standards due to a lack of information and
communication technology (ICT) applications. The current
Customs Act should be reviewed to ensure that the
government makes the best use possible of ICT in customs
processes and procedures.

The tax authorities have taken the initiative to set up electronic
fiscal devices (EFDs) and sales data controllers in order to
collect VAT and extra duty from various sorts of commercial
organizations through the Electronic Fiscal Device
Management System (SDCs). This initiative is expected to
generate roughly Tk212 crore in gross revenues each year
after it is completely implemented during the next five years,
with Genex Infosys having the highest brand value in
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Bangladesh. According to statistics, EFD machines brought in
Tk 32 crore 29 lakh inincome in November, compared to Tk 30
crore 40 lakh in October. According to the data, eight thousand
eight hundred thirty machines have already been installed as of
this month, and three lakh more are scheduled to be deployed.
Overall, Bangladesh may gain a lot from using IT in customs
administration, including cost savings, increased productivity,
and an overall better business climate for international trade.
The government of Bangladesh must invest in putting IT
systems and infrastructure in place as well as building the
human resource capacity to run and maintain those systems if it
is to fully modernize the customs agency.

Although Customs agencies serve a crucial function, there is no
denying that they have little political clout. Because of this, a
strong collaboration with the business sector makes sense for
conveying Customs' priorities to other government officials.
Supply chains must be resilient and effective, and there must be
uniformity in paperless processes, automated systems,
electronic data, e-payment, risk management procedures, and
the shifting of revenue collection operations away from the
border. As a result, it's important to recognize and address the
disparate border management strategies that have historically
been used on a national and regional level. In conclusion, more
trade policy liberalization, the negotiating of trade agreements,
and the use of technology to boost productivity and cut down
on corruption are anticipated to be the future directions of
Bangladesh's customs duty in international trade. This will
make it easier for enterprises engaged in international trade to
thrive and compete successfully on a global scale by fostering
an environment that is more favorable to their operations.
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A Review of Customs Duty
Drawback Regulations
Dr. Mohammad Abu Yusuf'

As an officer of customs background, | take interest in Customs
and VAT matters. Although | am not actively engaged in
Customs and VAT matters in recent years, | keep in touch with
the NBR officials to keep me updated and at times to dispel my
confusions/doubts on VAT/tax matters. In Customs and VAT,
there are few areas where lack of clarity is often found among
a good number of practitioners and officials. Drawback is such
an area where thereis a lack of clarity among many.

Apart from my regular work, | also deliver trainings on trade,
customs, and VAT matters, out of my interest. In one of my
lecture sessions, | was alluding to drawback in discussing

1Dr. Mohammad Abu Yusuf is a Joint Secretary (Budget) in the Finance Division,
Ministry of Finance, Government of the People’s Republic of Bangladesh. He is a
Member of 15th BCS ,Customs and VAT) Cadre (email: ma_yusuf@hotmail.com)
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customs matters. One of the participants spontaneously and
instantly said, “sir, drawback means ‘demerits/disadvantage’. |
said, “yes that is true. But in Customs, drawback is a facility
given to the exporters to increase their competitiveness”. After
hearing this observation from the participant, | instantly
decided to write a conceptual note on Drawback. This paper is
an attempt to do that.

This is not an academic paper. So | will not use much references
in academic style. Rather, this paper provides a basic
understanding of duty drawback and its types.

In Customs, Drawback is the refund, reduction or waiver in
whole or in part of customs duties assessed or collected upon
importation of an article or materials which are subsequently
exported (US CBP, n.d.). Drawback is not an export subsidy and
is, therefore, in compliance with World Trade Organization
(WTO) rules (Corfmat and Goorman, 2003). According to the
recently issued Drawback Rules 2021, import duties means
Customs duty and Regulatory duty paid at import stage on
inputs used in the manufacturing of exported goods.

Purpose, Methods and Scope of Drawback Procedure

Duty Drawback i.e. the repayment of duties and taxes paid on
the imported goods enables domestic industries to offer the
goods at competitive prices on international markets.
Countries wishing to encourage trade through free zones/EPZ
in their territory may also apply the drawback procedure to
goods that are re-exported into these zones. Duty Drawback is
also popular as an indirect tax incentive to attract foreign
direct investment and an instrument to reduce the anti-export
bias of highly protected economies (lanchovichina, 2013).

Drawback is given to the exporters following two methods:

* Drawback on the basis of Flat Rate: Flat rate drawback is
given for products having similar characteristics. Flat rates
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vary based on HS codes of the items. For example, flat
rates of 5%, 5.5% and 6.0% are applied for the same goods
having different HS codes. Higher rate/amount of
drawback is_given for pallet (jute yarn may be in pallet or
loose form), tannery items, cable and ceramics are given?
at flat rates. Flat rates are determined on the basis of
input-output coefficient (e.g. how much raw materials are
used to produce one unit of jute sacks). A singular
coefficient is used for the same/identical item.

¢ Drawback on the basis of Actual: Drawback on the basis
of actual is given for items for which raw materials vary for
items or items which vary in its capacity or
size/characteristics. For example, transformer is exported
by different transformer manufacturing firms having
different kilowatt/power. Input-output coefficient is
needed for each transformer of different power/Kilowatt;
If XYZ company produces and exports 3 transformers
having capacity of 50,100 and 150 KWs, three different
co-efficient will be needed for all the three transformers.
On the other hand, if a transformer having 100 KW is
exported by XYZ company and another transformer
having 100 Kw is exported by ABC company, a single
coefficient will suffice for drawback purpose. (as the
capacity is the same for the two transformers).

¢ How actual rate is calculated? Actual rate is determined
on the basis of input-output coefficient. For actual rate,
separate coefficient is necessary for each item having
different nature/capacity or features. For example, Palm
oil and Soyabean oil both fall under oil. Here, two

?Drawback is allowable for import duty, supplementary duty and Regulatory duty
paid on inputs used to produce exported goods. There are provisions for giving
drawback of RD although DEDO is yet to grant it.
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co-efficient will be needed, one for Palm oil and the other
for Soyabean oil.

It is to be noted that drawback of import duties is paid from
DEDO. Exporters are eligible to get drawback (in the form of
decreasing adjustment) of Supplementary duty (SD) paid on
inputs used in the manufacture of goods exported through VAT
return (Rule 45, VAT & SD Rules 2016).

However, there is no mention of drawback in the VAT & SD Act,
2012 and VAT and SD Rules 2016.

Drawback on the basis of Flat Rate

Under flat rate method, the exporter is given a specific amount
of import duty against each unit of produced export item. To get
drawback under flat rate method, the applicant is required to
obtain “Input-output coefficient” by submitting an application in
‘form Kha' with necessary documents. It is not necessary to
submit import documents of inputs or documents of local
purchase with the application of drawback under Flat rate
system.

Rules/Orders Regarding Payment of Drawback Against
Export

1. Customs Drawback Rules, 2021 (SRO no
266-Ain/2021/45/Customs  dated 04 Aug, 2021)
details provisions on application for drawback,
examination of the application by customs and payment
provisions of drawback.

2. Anexporteris required to apply for drawback of import
duties in accordance with “&g9 F” to the Director
General, Duty Exemption and Drawback Office
(DEDO) within 6 months of the date of export with
documents in support of export.
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SRO Duty/tax that are granted as Drawback
1  SROno 266- a. Drawback of Customs Duty and RD at
Ain/2021/45/ Actual rate: Drawback of customs duty? is
Customs paid at actual rates* (on exports of goods) for
dated 05 Aug, import duty and RD paid on import of inputs
2021 used (according to coefficient) in producing
export items.
b. Drawback is being given on export against
international/local tender which remain
pending under VAT Act 1991 and VAT Rules
1991.
2 Do Drawback of Import duty at Flat Rate: The Duty
Exemption and Drawback Office sends proposed
flat rates for Jute goods, leather, cable and ceramic
items etc. to the NBR.> On approval of the
proposed rates by the NBR, DEDO grants
drawback for these items on the basis of approved
rates. Usually the flat rates change every year due
to change in price/ import value and duty rate.
Exporters need to get Input-Output coefficient
from the DEDO. On receipt of application for I-O
coefficient from the exporter, DEDO office, fix, by
surveying production process and if necessary, by
taking support of experts, I-O Coefficients.
SRO no 266- Drawback by Bonded Warehouse Licensee:
Ain/2021/45/  Bonded warehouse licensees, who imported raw
Customs materials by paying duty (For raw materials/inputs
dated 05 Aug, imported in excess of their entitlements on
2021 payment of duties; in this case, the bonder has to

obtain permission from the Bond
[Duty Commissionerate to import in excess of
Brawback entitlement), are entitled to claim drawback for
Rules,2021] the amount of duty paid on imports of inputs they

used in manufacturing export items. (Rule 7.2,
Duty Exemption and Drawback Rules, 2021).
Input-output coefficient is needed to get

S Drawback of Regulatory Duty will also be granted. As there is no Economic Code yet
in the system, RD is yet to be paid but it is admissible as Drawback.

4 In the case of Actual Rates, Exporters produce Bill of Entry. The concept of Actual
rateis to refund the amount the exporter paid as duty on inputs at import stage.

> Both VAT & CD are given as Drawback under VAT Act 1991 while only CD is given
as Drawback under VAT & SD Act 2012
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SRO Duty/tax that are granted as Drawback

drawback. The bonded warehouse owner shall
apply to the DG (DEDO) for getting drawback
either at flat rate or at actual rate under the Duty
Exemption and Drawback Rules,2021.

General Order VAT and Supplementary Duty (SD), if any, paid by

No- Embassies, High Commissions, Diplomats, and
11/Mushak/2  Other Organisations of diplomatic status on their
020-11 June local purchases of locally produced goods and
2020 services are given as ‘Refund’ subject to the

following conditions:

e Refund shall be applicable to the persons
who enjoy Diplomatic Status

e The purchases are made in local currencies
only from a VAT Registered Firm/Person.

e Claims for refund will be allowed to the
extent of the tax paid and which is shown
separately in the purchase invoice (VAT
Challan in form "Mushak-6.3") issued by any
registered person. However, for gasoline,
the supporting document for refund will be
the Sale Memo issued by the gasoline sales
centre and the refundable amount will be
determined as per the gazette notification
issued from time to time by DEDO

e Refund claims should be submitted in
prescribed form to the Director General,
Duty Exemption & Drawback Office
(DEDO) within six months from the date of
official purchase of locally produced VAT-
able goods or services as per VAT & SD Act,
2012.

Refund of VAT to Embassies, High Commissions, UN
Organisations and Other Organisations of Diplomatic Status

Since 15t July 2019, Refund of VAT is being given to Embassies,
High Commissions, Diplomats, UN system organisations and
Other organisations of diplomatic status only as per VAT and
SD Act 2012, Value Added Tax and Supplementary Rules 2016
and General Order No-11/Mushak/2020-11 June 2020.
According to Rule 55 of the Value Added Tax and
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Supplementary Duty Rules 2016, embassies, high commissions,
diplomats and UN system organisations are entitled to enjoy
the aforesaid drawback facility.

Drawback granted on Re-export of Imported Goods
Customs House, Chattogram granted drawback in few cases in
the last few years according to the provisions of the Act
following the letter of the NBR [5(12) &®&: 3 @
JG/2009(TH-3)/b¢ ©IfFY-d9/¢/>¢]. These drawbacks on goods
exported were granted to the exporter within two years of their
imports under section 35 of the Customs Act, 1969. One of such
Drawback cases was with regard to the Import of Razor blades
by Proctor and Gamble through Chattogram Customs House. In
this case, Proctor and Gamble imported Razor blades, Mach3 by
paying duties and taxes through two bills of entry in 2013 and
2014. Subsequently, these Razors blade, Mach3 CRT86840
6480 unit were re-packaged and exported by M/S | &M General
Business Ltd. through Dhaka Customs House (on 21/0/2015)
on permission from the Chief Controller of Imports and Exports
(letter no. 26.03.0000.801.10.003.11-1307 dt. 08/01/15).
After examination of import export documents and proceeds
realization certificate, a Total of Tk. 6,93,382.40 was granted in
favour of the exporter as drawback.

Table 2: Breakdown of Duties/Taxes Given as Drawback

1 'm'i’(‘éré;j”ty Tk.253166.06 x 7/8 221520.30
2 RD Tk. 50707.23x 7/8 44,368.82
3 D 253286.59% 7/8 2.21.520.30
4 VAT 035277.17x7/8 2.05.867.52

Tt 6.93,382.40

In granting the drawbacks of customs duty and VAT,
Chattogram Customs House acted in accordance with article 35
of the Customs Act and Section 68 read with section 20 of the
VAT Act 1991. In this case, the exporter was not the importer of
goods. He bought the imported goods and then exported.
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Drawback under VAT and SD Act, 2012

Under the VAT and SD Act, 2012 there is no explicit provision
for giving drawback of VAT paid on inputs used in export. Under
this law, VAT paid on inputs used in exports are granted as input
tax credit. It is evident from Section 8\ ('5)that input tax (paid
on inputs used in exports) is creditable against output tax. VAT
Return also makes it clear. For instance, in Part-4
(Purchase-Input Tax) of the VAT Return (Mushak 9.1), input tax
creditable is shown against Zero-Rated Goods/Service (in Note
10 and 11 (i.e. Against local purchase and Import). As input VAT
is creditable against output VAT, this change in the new VAT is
anintelligent move.

Since the enactment of the New VAT and SD Act 2012, VAT
paid on inputs, both imported and local purchase are to be
allowed as input tax credit and not as Drawback. This is in
contrast to the VAT law provision of 1991. Under The VAT Act
1991, there was provision for giving drawback in S. 68 and
Rules 28, 29 and 30. Rule 29 of VAT Rules 1991 allowed VAT
authority to grant drawback on the basis of VAT return. In this
case, the VAT return sent by VAT commissioner to the DEDO
for drawback used to be deemed to be an application for
drawback. And the DG, DEDO, then on completion of scrutiny
of the drawback application, would deposit the drawback
amount in the bank account of the exporter through check.

However, under section 62, Supplementary Duty (SD) paid on
goods/inputs may be granted as decreasing adjustment if the
good conforms to the conditions of drawback stated in Section
35 of the Customs Act. (This seems to be drawback on
Re-export of Imported Goods). As SD and VAT are imposed and
collectedunder VAT & SD Act, the issue of SD has been brought
under this Act. Although the word “Drawback” is not stated in S.
62, the decreasing adjustment mentioned in this section may
plausibly be considered as “Drawback”.

On the contrary, Rule 45 of the VAT and SD Rules 2016

@Y




specifies that decreasing adjustment of Supplementary Duty
(SD) paid on inputs used in the manufacture of exported goods
may be given as decreasing adjustment. This decreasing
adjustment appears to be a drawback for export of goods
manufactured in Bangladesh®. This is because exporters are
given either bonded warehouse facilities or duty drawback (or
cash incentives as alternative to the bonded warehouse
facilities and duty drawback). As the duty benefit is given in the
form of decreasing adjustment, it can be presumed that the
exporter is given this decreasing adjustment as a duty
drawback for exports. Shikder (2021, p. 329-330) also
considers it as a duty drawback.

Conclusion and Policy Implications

As DEDO office is entrusted to deal with duty exemption and
drawback matters, it has been a good move by the NBR to give
authority to the DEDO office vide Customs Drawback Rules,
2021 to grant drawback of import duties and RD paid onimport
of inputs used in producing export items. It is also sensible to
refund VAT and SD to Embassies, High Commissions,
Diplomats, UN system Organisations and other organisations
of diplomatic status: on local purchases of locally produced
goods and services.

However, thereis lack of clarity in S. 62 and Rule 45 of the VAT
and SD Act, 2012 and VAT and SD Rules, 2016 respectively.
Exporters, importers, and other stakeholders need to know the
reason of decreasing adjustment referred to in S. 62 and R. 45.
It would be easy for exporters, importers, and other
stakeholders to understand if S.62 and R.45 makes it clear that
the amount of decreasing adjustment mentioned are on
account of duty drawbacks against exports.

Furthermore, there is a lack of understanding in which
situations, what will be rate of duty drawback under section 35.

6According to the current rules (VAT & SD Rules 2016), VAT and SD has to be taken
as drawback through VAT Return (Shikder, 2022 p.329-330).
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Drawback under this section is admissible if the goods are
identified to the satisfaction of an officer of customs not below
the rank of Assistant Commissioner of Customs] at the
customs-station, to be the same as had been imported.
Furthermore, the goods have to be exported within two years
of the date of their importation, or within the extended period
subject to a maximum of three years. It seems necessary to
have rules in which case an exporter is entitled to a maximum of
7/8t% of the duties as drawback and in what cases and on what
grounds, exporters will be entitled less than 7/8™ or a % of the
duties paid at import stage. In this respect, the provision of
Indian Customs is noteworthy. Indian Customs Manual 2018
(Chapter 22: Notification No. 19-Cus., Dated 6-2-1965)
specifies that 98% of Duty Drawback is admissible where the
goods are not used. In other cases, drawback is granted on the
basis of period of use of goods’. Used goods also are not
entitled to get Drawback (in India) if exported 18 months after
import. The NBR may issue rules on S. 35 to facilitate trade and
make the duty drawback system simpler.

Similarly, Section-36 of the Customs Act 1969 clearly provides
for rules on repayment of duty as drawback in respect of goods
which have been taken into use between their importation and
subsequent exportation: “the repayment of duty as drawback...
shall be made in accordance with the provisions of the rules made in
that behalf”. But there is no Rules on repayment of duty as
drawback in respect of goods which have been taken into use
between their importation and subsequent exportation (stated
in S.36). Such Rules have been framed (SRO-266/2021) for
Drawback (in accordance with the provisions of S. 37) on goods
used in the manufacture of goods exported.

7Usuall\/ goods imported with the objective of re-exporting them, other than those
used for processing or manufacture, are not permitted to be used during their stay in
the country of import. If such use is allowed, customs regulations usually contain
provisions under which the amount of drawback granted is reduced according to the
extent of the resulting depreciation (WCO, 2003).
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In addition, an explanation with examples of Rule 7(2) of the
Duty Exemption and Drawback Rules, 2021 is needed about
the bonded firms who pays duties and taxes on imports of raw
materials for produce goods for export purpose. Usually
bonded licensees do not need to pay duty on imported goods
for export.

Finally, pending cases of drawback of VAT paid/deducted on
services rendered by construction firms/companies and
considered as exports under rule 31(a) of the VAT Rules, 1991
and rule 18(a) of the VAT Rules, 2016 [through
local/international tenders in foreign currency] may be
expedited if DEDO office is given the authority to dispose of
such pending cases of such drawback. This observation is
consistent with the current practice where the DEDO office is
given authority to refund VAT to the Embassies, High
Commissions, Diplomats, UN system organisations and Other
organisations of diplomatic status for the amount of VAT they
paid on their local purchase of goods and services.

[Acknowledgment: The author expresses his sincere gratitude to
Ms. Zakia Sultana (Member VAT Policy, NBR), Mr. Mohammad
Belal Hossain Chowdhury (DG, DEDO), Mr. Mohammad Ariful
Islam (JC, Rangpur VAT Commissionerate), Ms. Kaniz Farhana
Shimu (DD, DEDO) and Mr. Sharif Al Amin (AD, DEDO) for their
valuable observations in developing the paper]
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How to develop oneself as a
true & functioning
Customs official

Mirza Shahiduzzaman

This year WCO (World Customs Organization) is dedicating 2023
A.D.to "Nurturing the Next generation: Promoting a culture of
knowledge sharing and professional pride in Customs."

To meet the insistence of valuable readers | feel it necessary to
explain some key points of the theme as follows, otherwise my
write up may lead to misinterpretation.

Next generation: The latest or forthcoming stage in
development of a form of technology.

Knowledge sharing: A resource that allows employees to
access, share and reuse or apply knowledge stored throughout
the organization.

Professional pride: A positive emotion that includes self
reflection or evaluation and attitude toward one's own
occupational group, e.g. Uniform. Here the word 'pride ' does
not stand for it's conventional meaning as 'to be proud of .
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If | correlate the above three interpretations then it is easily
perceived that this year's message to the World Customs
community is to develop Customs officials with the attributes of
knowledge sharing capabilities having a positive emotional
outlook to his/her professional group with an intent to upgrade
himself/herself with latest or forthcoming phases of development
in the field he/she delivers the duties to be accomplished.

But how to meet the needs of the aforementioned parameters is
atopic to be discussed in a broader spectrum.

A country like ours is in a developing stage, we have scarcity of
resources to meet the interests up to the mark, but still we have
the following facilities in abundance to develop ourselves:

01. We are the member of such a flourished department which
has maximum support of transportation, equipments and
efficient manpower. We contribute to the development of
our country by earning the much needed money and it works
for the wellbeing of our countrymen. We feel proud of what
we contribute to our nation building program.

02. Our entire workforce is very cooperative and connected to
each other.

03. We are affiliated to such a community which has global
reputation and accessibility.

04. We have the patronage of the government whenever it is
needed with urgent priority. and

05. We are living in a world of information hub having the
apparatus of Facebook, Google, Twitter, Instagram,
Whatsapp, YouTube etc. with inbuilt facilities to contribute
to it's users to be developed as an updated individual in
terms of latest information. Within few months we are going
to avail 5G mobile network which will speed up the velocity
of the internet spectrum. We have reached the era of
Satellite availability, because Bangabondhu Sattelite-1is our
own and we can use this scope to make sure the
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broadcasting of our own Satellite channels, we do not have
to pay an extra fee or depend on others. In recent past(even
now) there was a common saying that 'Knowledge is power ',
but now a days it has gone little bit obsolete, because we're
practicing the maxim 'Information is power" in place of the
previous one. Every day we have to update ourselves with
numerous new information’s to meet the demands of our
workplaces. Our incumbent government has successfully
been able to create a "Digital Bangladesh" with all digital
connectivity’s. This is because during the deadly Covid
pandemic we were able to continue our daily official
activities via ZOOM platform, a contribution of digitalized
networking system, for which we have been able to stand
profound on our own and our economy is on a sustainable
foundation. Many developed nations declared recession but
we didn't, because we successfully utilized our available
technology-based know-hows.

If we accept what we have and remove from our mind what we
don't have then it is easily comprehended that we have plenty of
resources to develop as an efficient and effective workforce.
What we need is to utilize the existing facilities to it's full extent.

We have to have 'Professional pride 'i.e. we should have respect
for ourselves ,we have to nourish oneness as a department, we
have to be satisfied with what we have, we shouldn't think what
other departments have but we don't, because no organization
is 100% adequate. We should present ourselves as an
accomplished department in front of others so that people think
high of us. All we need is to groom ourselves according to the
demand of the time to face the challenges coming ahead. If we
nurture the attributes stated in the theme of WCO then it will
generate a chain effect to build the officials as required for the
department of Customs. So, we have to practice it and
encourage our coworkers to follow it, it is a matter of necessity,
otherwise there's a huge possibility to remain in the 'dark zone
of the illuminating candle.
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There is no alternative to becoming updated to the latest
developments of our professional development aptitudes. If we
don't do so then it will be about impossible to deliver our
services in office with an efficient mode. Customs service is a
profession of data/information comprising latest statistics with
a varying number of duty/tax rates. The duty structure is liable
to change in every working day ,so we have to remain vigilant
and updated to pursue our job in each day. We have to be sound
enough in using internet facilities so that we can avail any
important data using minimum time and less difficulty. Not only
it will serve the purpose of our day to day activities but it will
benefit to living a self reliant and satisfactory personal life.

| wish a promising International Customs Day-2023 to my
countrymen as well as to the World community.

Before | conclude | want to share some Customs related
information’s, may be a few of us still unaware of these, if not
please ignore:

The official language of WCO: English & French. Due to
diversity of members and languages Arabic, Portuguese,
Russian and Spanish have also been used.

Is the WCO a member of United Nations (U.N.): No, it is an
intergovernmental organization like the U.N.

How many countries are the member states of WCO: 184
Countries.

The age limit to join Customs: Maximum age limit is 40 years.
The country where a candidate is a citizen, can fix the age limit
according toit's requirement.

The writer is currently working in
Customs, Excise & VAT Commissionerate, Dhaka (East), Dhaka as Additional Commissioner
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Role of FTAs &
Impact of LDC Graduation

Dr. Md. Neyamul Islam

‘Trade has been identified as a vehicle of inclusive and
sustainable economic growth and poverty reduction mechanism.’
--Addis Ababa Action Agenda & the Agenda 2030 of the United Nations.

Trade progresses across the world after trade organization
formed noticeably. World trade volume today is roughly 43
times the level recorded in the early days of the GATT (4300%
growth from 1950 to 2021).World trade values today have
ballooned by almost 347 times from 1950 levels.Volume and
value graphs below show trade picking up steeply since the
establishment of the WTO in 1995.As of 2021, world trade
volume and value have expanded 4% and 6% respectively on
average since 1995. The world's current MEN applied tariffs
stand at an average of 9% (Source- WTQO).

David Ricardo enlarged the revolutionary views of free trade
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activist Adam Smith. Ricardo proclaimed, “Comparative
advantage” as the way ahead and an as alternative to
‘mercantilism” and “absolute advantage.” The focus of
international trade is on the stipulations of “comparative
advantage” (i.e., promoting individual cross-border exchanges,
specialization, and global welfare). Comparative advantage and
free trade’s promotion of society’s net welfare the allocation of
resources, specialization of production and division of labor
coalesce to boost production, efficiency and consumption.

A Free Trade Agreement (FTA) is an agreement between two or
more countries where the countries agree on certain obligations
that affect trade in goods and services, and protections for
investors and intellectual property rights among other topics,
GATT Article XXIV:8(a). The FTA may be bilateral or
multilateral. KORUS/USMCA. A CU is one step ahead of an FTA
interms of economic integration. Inabilateral or multilateral CU
all members agree to delete all trade barriers i.e. EU.
Evolution of Regional Trade Agreements in the world, 1948-2022
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EE Notifications of RTAs in force = Cumulative Notifacations of RTAs in force and inactive RTAs
y . == Cumulative Notifications of RTAs in force
B Notifications of Inactive RTAs = Cumulative Number of RTAs in force

for

RTAs: goods, fons to an RTA are counted separately. The cumulative fines show the number of RTAS/notifications that were in force for a given year The notfications of RTAs in
accession

hown by year of entry finactive RTAS are shown by inactive year.

Source: RTA Section, WTO Secretariat, December 2022.

Fig 1.1: Evaluation of RTAs Graph in the World (Source-WTO)
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RTAs are a popular method of increasing trade in the present
era of trade liberalization. For example, from 1948 - 2022,
GATT received around 582 RTA notifications. Since the World
Trade Organization (WTO) formed, 355 arrangements initiated
covering trade in goods or services. All WTO members have
RTAs in force.

Tablel.1: Special and Differential Preferences LDCs and
Graduated Countries

S&D Type Graduated Countries

Preferential market  Benefit from DFQF  Benefit from GSP

access in goods market access of schemes of developed
developed and members applicable to
developing members developing countries

Preferential LDC Services waiver Do not benefit from

treatment in services until 2030 preferential treatment in

services

Pharmaceuticalsin ~ Exempted from Required to provide

the TRIPS providing patent patent protection on

Agreement protection for pharmaceutical products

pharmaceutical
products until

1.1.2033
Flexibility to LDCs have the Export subsidies are
Subsidies and flexibility to use prohibited except for
Countervailing export subsidies LDCs and for certain
Measures (SCM) other selected members.

The process of composition bilateral FTAs with some countries
was progressing slowly.The aims and objectives of FTAs are to
attain zero-tariff facility between two signatories and also
reduce trade barriers. Bangladesh is on course to graduate from
its least-developed country (LDC) status on November 24,
2026. Many developed countries will not continue duty-free
facility in the post-LDC era. Signing FTAs with some countries
may not be feasible for Bangladesh as it will cause a heavy
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revenue loss to it. Bilateral free-trade or preferential-trade
treaty is a matter of negotiations between two countries. No
country does come forward to sign a deal if it goes against its
interests. Trade agreements play a critical role in development
of commerce between nations by facilitating cooperation and
providing access to each other’s industries. Free flow of goods
and services enables countries to specialize in products it can
produce efficiently and cheaply as compared to other countries.

About 90% of total export losses on graduation will be borne by
Bangladesh. The increase in tariff costs for graduating LDCs due
to the loss of preferences, produced by the multiplication of
exports with the percentage points increase in tariffs due to the
loss of

preferences. Assuming full utilization of preferences, the 12
graduating LDCs are estimated to pay an additional US$3.1
billion of duties due to the loss of preferences. Around three
quarters of this cost increase would be shouldered by
Bangladesh.

EXPORT CHALLENGES AFTER LDC GRADUATION ©

Bangladesh is set to graduate from
Least Developed Countries (LDCs) in 2026

|\."|\_- MAJOR CHALLENGES

Loss of duty-free,  Loss of flexibility
quota-free in providing fexibility under
(DFQF) access export subsidy TRIPS
Currently 72% of -Wm s Pharmaceuticals
total is recorded industry to be
mdm 21 i impacted most

ESTIMATES OF POSSIBLE EXPORT LOSS:
$6.38BN OF WHICH $5.288 IN EU

TALKS ON FOR EXTENDED TRADE FACILITIES FOR
5 YEARS AFTER 2026

Figure 1.2: Export Challenges after LDC Graduation (Source: CPD)
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There are many ways to overcome the future challenges. The key
priority will be the domestic homework in areas of reforms,
strengthening of institutions, infrastructure and capacity
building, technological transformation and skills enhancement
and human capacity building to ensure the transition from
preference-driven competitiveness to skills and productivity-
driven competitiveness. The European Union’s EBA initiative has
a built-in transition period that provides graduating LDCs with
DFQF market access (i.e. continuation of EBA benefits) for a
period of three years after the date of graduation.

Most of the graduating LDCs can be expected to qualify for GSP
preferences for developing countries. There are several PTA
schemes that are not LDC- specific, but which certain
graduating LDCs can continue to access. The preferences
granted to graduating LDCs under RTAs will continue in most
cases, as such preferences were often not extended due to LDC
status and were mostly the result of reciprocal negotiations. It
will be important to set up mechanisms to build the capacity of
firms and trade operators in graduating LDCs so that they can
smoothly adjust to new origin criteria; new obligations and
formats regarding origin certification.

Hypothetically, a 100% pure free trade FTA would be one
without any kind of imposition of duty or tax on the export and
import of goods among the relevant parties. However, it is
impossible to create a 100% FTA, as various factors influence a
country’s attitude towards certain goods. As implied, the three
variables - breadth, depth, and timing

"Breadth" indicates to the scope of the FTA, or how extensive it
is. Does the FTA cover a wide range of sectors, products,
economies, and countries? Does it cover all areas and items in
the nations’ economies? “Depth” refers to the extent of the
reduction of tariffs and NTBs.

Does the FTA cut all tariffs to zero, eradicate all quantitative
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restrictions, and move aggressively against abuse of SPS and
TBT measures? “Timing” concerns the speed with which an FTA
liberalizes trade. Does the FTA miss a couple of delicate
provisions or items recording for a vast volume or estimation of
exchange? The complete scope of all products and services is an
extraordinary unhindered commerce probability. In reality,
complete coverage is not immediately possible.

The benefits of free trade agreements are greater economic
activity and job creation; reduce and eliminate tariffs;
elimination behind-the-border barriers; encourage investment;
improve the rules affecting such issues as intellectual property;
E-commerce and government procurement. FTA is also access
to a wider range of competitively priced goods & services; new
technologies; innovative practices; Promote regional economic
integration and build shared approaches to trade and
investment which sparking the economic growth of
less-developed economies.

There are also some challenges and opportunities of FTA.
Bangladesh has limited export products. (apparel constitutes
more than 80%). Around 70 percent of global import is captured
by the developed countries. If Bangladesh signs FTAs with the
developed countries, the country may experience export benefit
in key hold of the markets. It is nearly impossible to foresee any
export benefit in signing FTAs with developing countries with
this narrow export basket. Impact of FTAs with developing
countries will obviously show the minimal export benefit.
Diversification of export products is a pre-requisite of engaging
FTAs with any countries, especially developing countries.
Diversification may require tariff and FDI policy reforms,
massive programme for quality human resource development
and investment in quality infrastructure. All developed
countries except the United States grant DFQF market access
in apparel to Bangladesh as an LDC.
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Bangladesh is not exposed in these areas in international
forums.As regards the issues covered under WTO, i.e,, trade in
goods and trade in services, all border duties and restrictive
restrictions must be eliminated on at least 90 percent of trade in
goods with partner countries and service must cover
substantially all sectors, if it is established under Article XXIV of
GATT 1994 and Article V of GATS as per requirement of those
articles. Focus of modern FTAs has shifted dramatically from
traditional emphasis on market access to other measures such
as services, investment, competition policy, intellectual property
rights, government procurement, state trading enterprises,
labor, environment etc. Any developing country is ready to go
for FTAs with narrow coverage, developed countries demand
wider coverage. Coverage of these areas will require
undertaking obligations rather than creating new opportunities
except in trade in services.

Need for comprehensive assessment of related policies, their
compatibility with standards followed in other FTAs and status
of liberalisation in these areas before entering into negotiations
of FTAs, in order to assess how far Bangladesh may go in these
areas.

It is important to decide how the country foresees the extent of
trade coverage. There is an option to establish FTA with
developing countries under enabling clause with flexible
requirement. Bangladesh might not have any other option but
to negotiate FTAs with 90

percent trade coverage, which will be challenging if corrective
measures are not taken before signing an FTA.

Therefore, if Bangladesh enters into FTAs with existing high
tariff regime without reducing it prior to the date of entry into
force, costs of FTA will likely be higher than the benefits of FTA.
Trade liberalisation over 1990-2005, average customs duty in
Bangladesh is among the highest in developing countries. While
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average customs duty in Bangladesh is around 15 percent,
average border tariff becomes twice if regulatory and
supplementary duties are added. FTAs require elimination of all
border taxes imposed solely on import. Gradual reduction of
border taxes will also put competitive pressure on domestic
industries, which are being protected through high tariff for a
long time. Elimination of border taxes only for FTA partner
countries leads to high trade diversion, which has negative
impact on consumer welfare. Bangladesh is going to enter into
an era of reciprocal treatment from an era of non-reciprocal
treatment.

This obviously puts enormous challenges on the economy.
Bangladesh has evidence of meeting challenges successfully.
When Bangladesh entered the global apparel market, the
government took a historic and bold decision to allow duty-free
import of raw materials for export of apparel under bonded
warehouse facilities being fully aware of the possibility of
leakage in the domestic market. We all expect that the
government, policy makers and the private entrepreneurs will
certainly come up with initiatives to face the challenges and take
appropriate decision to keep the pace of export through
international trade cooperation. This policy vielded enormous
benefit to the economy of the country by expanding our export,
generating employment, especially for the women and most
importantly empowering women.

The first category of country specific challenges comprises
institutional capacity constraints weak government links to and
communication channels with the private sector lack of the legal
and economic expertise among government officials and
regulators inadequate or non-existent administrative; outdated
management and communication mechanisms; insufficient
financial and intellectual resources for capacity building
measures and the creation of new institutions. Limited access to
information and communication technology of Bangladesh sees
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formidable challenges in negotiating free-trade agreements
with both developing and developed nations that warrant major
policy decisions and reforms before the kick-off. Negotiating
trade deals with developed countries when it comes to the
question of commitment in areas like trade in services,
investment, government procurement, and labour rights.

In trade liberalization, there are always winners and losers.
Considering the bigger picture, short run procedures are liable
to lose and limited procedures that export will gain because of
better input. This business environment causes domestic
procedures to encourage increased productivity and consumers
will be the ultimate gainers.

The writer is currently working in National Board of Revenue (NBR), Dhaka as

First Secretary (Customs Exemptions & Project Facilities)
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INTERNATIONAL TRADE OF BANGLADESH
(12 YEARS)

mmmm Bill of Entry mmmmmm Bill of Export ====- Expon. (Bill of Entry) ====- Expon. (Bill of Export)
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2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021-
22

Bill of Entry Bill of Export Total
(per daY) (per daY) (Per daY)

2010-11 1724 1709 3433

2021-22 5329 5968 11297 229%
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How can Bangladesh
maximise trade benefits of
its geopolitical location?
Mohammad Shahidul Islam

1. Introduction

The best resource for a country is its geopolitical location by
which regional and further integration into the global economy
can take place. Countries are opening up their borders,
establishing newer and newer connectivity routes, signing
preferential trade agreements, and making foreign policy
decisions based on geopolitical strategies. Bangladesh has a
strategic geopolitical locationin South Asia by which the country
can significantly maximise its trade benefits and, in the process,
realise its vision of becoming a developed nation by 2041. The
country has no alternative to being connected ‘at both the
regional and global level’. This article aims at exploring how
Bangladesh can maximise trade benefits through its geopolitical
location, highlighting Bangladesh’s trade potentials and the
ways for enhancing its ‘geographical dividend'.

2. Geopolitical location of Bangladesh
Geographically, Bangladesh is located at a crossroad between
South and Southeast Asia, with the prospect of becoming a
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regional centre of investment, trade, commerce and industry.
Bangladesh has India on its three sides having porous borders of
4025 kilometres—fifth largest territorial border in the world.
The Bay of Bengal lies to its South offering connectivity through
its wider open seas and the sea routes to the Indian Ocean.
Myanmar is located to the South Eastern part of Bangladesh with
270 kilometres borders. This passage can connect Bangladesh
with China, South East Asia and East Asia. Landlocked countries
Nepal and Bhutan lies at 22 km and 30 km away and China is
located at around 100 km away from North East India.

Obviously, Bangladesh is wedged between rising powers India
and China, which led the critics to call the country a ‘victim of
geography’ or ‘India-locked” with an ill-fated destiny of ‘having
little or no foreign policy independence’. However, globalisation
and rise of economic geopolitical dynamics have turned
Bangladesh’s location into a resourceful asset, not a liability. For
example: both China and India have now significant geopolitical
interest in Bangladesh, originating from their maintaining political
supremacy in South Asian political trajectory. Bangladesh has
every opportunity to earn trade gains out of this competition.

3. How can geopolitical location work for Bangladesh?

(i) Trade prospects with India through FTA

Bangladesh and India are the closest neighbours in South Asia. A
bilateral FTA is supposed to work better in this proximate
location of the two countries, especially for Bangladesh, given its
massive trade deficit vis-a-vis India. The Bangladesh’s export to
Indiawas around $1.99 billion in the fiscal 2021-22 while legally
recorded import amount was $16.19 billion over this period,
causing a trade deficit of $14.20 billion for Bangladesh. A
bilateral FTA with India hopefully would expand Bangladesh’s
trade, minimize ever expanding trade imbalance, improve
Bangladesh’s competitive position, provide free access to the
large Indian market and its advanced technologies. Despite
having agreements like SAARC Preferential Trade Agreement
(SAPTA) and South Asian Free Trade Area (SAFTA), South Asia
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is doing badly in regional trade, as experts say, because of
‘protectionist policies, high logistics cost, lack of political will and
a broader trust deficit’.

A recent ADB study has found that ‘A bilateral Free Trade
Agreement would lift Bangladesh’s exports to India by 182
percent, and nearly 300 percent if transaction costs were also
reduced through improved connectivity’. This FTA will also have
impact on curbing illegal trade—caused by proximate
location—across the borders. It will also be a gateway for
Bangladesh for deeper integration with Nepal and Bhutan.

(ii) Trade prospects with North East Indian states

Bangladesh can have significant trade relations with Indian
North Eastern states, which has an area of approximately
2,62,230 square kilometres—almost double the size of
Bangladesh—and around 50 million population. These states are
connected to the rest of India through the 27-kilometre-wide
Siliguri corridor. Bangladesh, being located at the mouth of this
corridor, is a gateway for access to this region from India’s
mainland. It is time and cost-effective to access this hinterland
region through Bangladesh: To access a port, traders need to
travel 1,600 kilometers from Agartala in Tripura to Kolkata in
West Bengal, via Siliguri, instead of 200 kilometers to access the
nearby port of Chittagong in Bangladesh; this is true for all
states inthe region’ as observed in a research study.

Road transport to Northeastern states requires traversing a long
distance, but through Bangladesh itis much easier. For example: a
goods-laden truck from Kolkata bound for Agartala in Tripura is
required to cover 1600 kilometres, but through Bangladesh it is
only 435 kilometres. India has long been seeking land transit from
Bangladesh to access its North Eastern region. In accordance
with Article VIII of the Trade Agreement between Bangladesh
and India (originally signed in 1972, and re-signed in 2015), the
two countries signed Protocol on Inland Water Transit and Trade
(PIWTT) in 1972 (re-signed in 2015). Under this Protocol, transit
to and from north-eastern India to and from other Indian parts
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takes place through several agreed riverine routes of Bangladesh.
However, since 2015, some Indian cargo consignments have
been transited to the Indian border of Tripura through
Ashuganj-Akhaura land route of Bangladesh covering road
distance of around 55 Kilometers. Bangladesh and India signed
‘Agreement on the use of Chattogram and Mongla Port for
Movement of Goods to and from India’ in 2018 via designated
land routes through Bangladesh territory. Bangladesh is also
providing land transit facility to India through this landmark
Agreement as transshipped goods are carried forward to Indian
border through Bangladesh land territory. India can now transit
goods from its mainland to its North-Eastern part with a huge
reductionintime and cost. Bangladesh should now strongly press
on Indian land transit for its direct trade links with Nepal and
Bhutan through Indian territory.

(iii) Trade prospects with Bhutan and Nepal

Nepal and Bhutan are Bangladesh’s closest land-locked
neighbours, separated by the Siliguri corridor of North East
India. Currently, the countries share with Bangladesh around
$50 million in trade. Given geographical locations, the countries
have significant trade potentials for Bangladesh. There are no
direct transport links among these three countries. At present,
Nepal and Bhutan have trade relations with Bangladesh through
Siliguri corridor via bilateral trade agreements with India. For
better trade gains, Bangladesh needs to have direct transport
links with Nepal and Bhutan. With transit through Indian
corridor territory, Bangladesh will have a shorter route to
China. Bangladesh should eye on connecting Nepal, Bhutan,
China and North East India through Siliguri corridor.

(iv) Trade prospects with Myanmar

Bangladesh shares a border of 270 kilometres with Myanmar,
which has an area of 6,76,575 square kilometres, almost five
times larger than Bangladesh. For Bangladesh, Myanmar has
significant strategic location as a land gateway to South East and
East Asia. Despite such proximate location, Bangladesh does not
have healthy trade relations with Myanmar. In 2022,
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Bangladesh’s export volume to Myanmar was US$40.19 Million
against US$69.94 of Myanmar’s export to Bangladesh. Certainly,
there are scopes of more robust trade relations between these
two neighbours. Myanmar is a potential market for Bangladesh
with a population of around 60 million. Healthy trade and bilateral
relations with Myanmar are also key to Bangladesh’s access to
South East Asia and East Asian countries and their markets. Most
notably, Myanmar will provide Bangladesh with transport access
to China. Bangladesh’s trade relations with and through
Myanmar will deescalate its excessive dependence on India and
create new trade avenues for Bangladesh. Bangladesh should
prioritize setting up a FTA with Myanmar and that will really
boost up Bangladesh's trade interests further.

(v) Trade prospects with China and BRI

China is the largest source of Bangladesh's import. In 2020-21
fiscal year, Bangladesh’s import volume from China was around
US$20 billon against a paltry US$ 900 million of Bangladesh’s
export. Bangladesh needs to find avenues to increase its export to
China and, also further bolster its trade relations with this
fast-rising global economy. Bangladesh’s direct transport links
with China through Myanmar will enhance trade between the
two countries. Bangladesh should eye on this opportunity
through China’s Belt and Road Initiative (BRI). Qut of BRI's six
economic corridors, BCIM (Bangladesh, China, India and
Myanmar) will connect South Asia with South and East Asia. Once
BCIM is implemented, it will connect Bangladesh with North East
India, Nepal, Bhutan, Myanmar, China, South East and East Asian
Countries. BCIM will be a key driver for Bangladesh’s deeper and
seamless regional connectivity across the vast region of Asia and
Africa. Currently, China is the top Foreign Direct Investment
(FDI) source of Bangladesh and China’s BRI project will boost up
Chinese investment further in Bangladesh.

For China, Bangladesh has geographical importance for asserting
its presence in South Asia. China’s intention is clear. It wants to
ensure its political and economic presence in this region by way of
keeping India under pressure. China’s goal is to have access to the
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Indian ocean through India’s neighbouring countries and for this
reason China is building deep-sea ports in both Myanmar and
Bangladesh. Bangladesh is clearly well- positioned to gain from
bargains with these two rising Asian powers.

(vi) Trade prospects through AH, TAR and TIR network
connectivity

Bangladesh is geographically set for further trade gains through
connecting with Asian Highway (AH), Trans-Asian Railway
(TAR) and TIR (International Road Transport) Network. Of
141,000km AH network across 32 countries in Asia and Europe,
Bangladesh will sharel,741km transport network. AH will
connect the country with regional trade hubs in Asia and Europe
including Central Asia and the Middle East. Trans-Asian Railway
(TAR) is going to be an international railway network involving
1,14,000 rail routes across Asia and Europe. For AH and TAR,
Bangladesh's geographical location is almost as a bridge
between the East and the West. Bangladesh also should join
international TIR (International Road Transport) transport
system. Originating from Europe, TIR has already connected 77
countries across Europe, Asia and Africa. Among Bangladesh’s
neighbours, Indiais a party to TIR. Myanmar is in process to join
TIR. China is a TIR member. India’s neighbours Pakistan and
Afghanistan are TIR countries. So, Bangladesh has opportunity
to connect across Asia and Europe through TIR. If Myanmar
signs TIR, Bangladesh will have direct routes to China. Through
India, Pakistan and Afghanistan, Bangladesh will have access to
Central Asia and the Middle East.

(vii) Multimodal Trade connectivity prospects

Geographically, Bangladesh is blessed with multimodal
transport connectivity networks. Bangladesh is already
providing India, Nepal and Bhutan multimodal transshipment
service under Protocol on Inland Water Trade and Transit
(1972) and Coastal Shipping Agreement (2015). For example:
goods are now shipped to Chittagong, Mongla Port to be
transshipped to Bangladeshi trucks, transported to Akhaura to
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be further transported to North East India, Nepal and Bhutan.
However, Bangladesh will benefit more from direct connectivity
through rail or road to these land-locked regions.

Being located at the mouth of the Bay of Bengal with opening to
the Indian Ocean, Bangladesh can provide transshipment
services to other countries like that of Singapore or Colombo
port. With a deep seaport at Matarbari of Cox’s Bazar, that the
government is planning, the country will be in a more
advantageous position. For example: large vessel cannot directly
reach Chittagong port due to low draft level; goods are carried to
this port after being transshipped to lighter vessels at Singapore
or Colombo port. After this deep seaport is opened, this
transshipment will not be required, larger vessel will directly
reach Matarbari port, making trade more time and cost-effective.
With Padma Bridge soon being completed, Bangladesh has the
prospect of becoming a transport hub in this region.

4. Conclusion

Bangladesh's geographical location is immensely capable of
spurring its further regional and global economic integration.
Through such integration, it will enhance its trade
competitiveness and makes its trade more sustainable to grow
further. For example: Bangladesh is far behind India and China in
terms of its bilateral trade gains, the existing colossal trade deficit
will widen further with deeper integration, given Bangladesh fails
to come to terms with the high-tech production baselines of these
two fast-growing economies. Better connectivity will increase its
trade competitiveness based on its comparative advantage of
cheap labour, developing skilled human resource, advancing
backward linkage industry sector, export diversification and
lowering cost of doing business. It will also lure more FDI into
Bangladesh, paving the way for Bangladesh’s becoming a Global
Value Chain (GVC) hub in South Asia.

The writer is currently working in National Board of Revenue, Dhaka as
First Secretary (Customs: International Trade and Agreements)
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The role of taxation and
domestic resource mobilization
In attaining SDGs:

financing and beyond!
Md. Tariq Hassan

Bangladesh is well accredited in the global arena as one of the
forerunners in achieving the Millennium Development Goals
(MDGs) and the 7th Five Year Plan (7FYP) and other policy
documents of ours also reflect the high level of commitment of
the government to meet the Sustainable Development Goals
(SDGs). Inthis mission, The National Board of Revenue (NBR) as
the apex revenue authority of the country plays the 'kick starter'
role as 'source of funds' in achieving the goals and targets of
SDGs by strengthening the domestic resource mobilization and
improving the domestic capacity for tax and revenue collection
that caters for the funding needs for attaining the SDG goals and
targets. However, it is very important to understand how
taxation and fiscal policies can play a fundamental role in the
achievement of the SDGs, and why the mobilization and
effective use of domestic resources are central to the pursuit of
sustainable development that goes beyond financing.
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In addition to generating funding for investments in the SDGs,
efficient taxation and fiscal policies can certainly play a critical
role inreducing inequalities and promoting inclusive sustainable
development patterns. Bangladesh has been able to
substantially reduce poverty in the recent years and on the right
track to meeting the relevant SDG goals in this regard.
However, afew related issues have clouded this prospect, which
demand urgent attention. One of the key issues is growing
income disparity, which alienates a large segment of population,
including women, minorities, ethnic groups and disadvantaged
segments of population from the economic and social benefits
the country has to offer. At one level, Bangladesh has made
commendable progress in women empowerment, but at
another level more work needs to be done to achieve equality in
capacity for appropriately utilizing the unfolding economic and
social opportunities. In this context, fiscal policies can be used to
promote gender equality and may help achieve SDG 5 on gender
equality and women empowerment. For instance, the VAT
exemption given in this year’s budget to the small and medium
women entrepreneurs is a classic example of how providing
fiscal incentives to economic sectors where women are
prominent economic actors can help reducing the inequality and
thus promote balanced growth.

A more progressive taxation system also helps to address the
income inequality persisting in the society. Fiscal policies can
also be targeted to encourage healthy lives and well-being (for
instance, by highly taxing harmful products like tobacco and
alcohol while exempting healthy foods and basic necessities)
and achieve better health related outcomes. Taxation can also
be used as a very effective tool to promote social inclusiveness.
Businesses employing physically challenged people attracting
higher tax rebate is another classic example in this regard. Tax
policies may also have an impact on other areas in sustainable
development, such as infrastructure investment (domestic tax
incentives) and environmental sustainability (environmental
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surcharge) and hence it is very important to realize the
interrelationships of taxation with the goals outlined in the 2030
SDG Agenda. Simultaneously, it needs to be taken into
cognizance that protection of the poorest, including through
basic public spending, is an overarching concern and the fairness
of a tax system cannot meaningfully be assessed in isolation of
the spending it finances. This makes it important not only to
examine the distributional impact of tax reforms themselves but
also to identify specific spending measures to address any
concerns they raise. Better persuading taxpayers of the value of
the public spending financed by the taxes they pay, including by
improving the management and quality of that spending, can
further bolster trust in and compliance with the tax system.
Having realized this, the NBR is continuously engaged in
building partnerships with all the relevant stakeholders both in
the public and private sector.

Several reform activities including tax policy and tax
administration reforms are underway aiming at revenue
mobilization, building taxpayer’s trust and confidence. VAT
Online platform has been launched and Value Added Tax and
Supplementary Duty Act 2012 has been implemented from 1
July 2019. The legislation for customs operations is also under
review of the parliamentary standing committee and several
projects like National Single Window and Bond Automation has
been taken to modernize the customs wing in order to protect
the community and the environment, ensure efficient and
effective revenue collection while facilitating legitimate trade
and travel in compliance with domestic and international
standards. The NBR is dedicatedly working to provide fair,
equitable and quality service to clients; encourage voluntary tax
compliance; serve as the central repository for the collection
and management of trade statistics; use risk based and
intelligence-led approach in enforcement activities maintaining
high professional standards that reflects quality, transparency
and teamwork. All these are very positive signs indicating that
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Bangladesh is gradually moving towards the right direction in
regards to efficient domestic resource mobilization. However, in
the face of continuously changing economic environment and
the digitization of the economy, capacity building of the NBR
field officers based on an international standard competency
framework and providing appropriate logistics and
infrastructure support for the field offices remain as the two
major challenges as well as success factors for achieving the
financing objective and other broader SDG goals. Both funds
and technical assistance would be required to address these
challenges where different international organizations and
donor agencies can play a vital role by showing their
commitment to help NBR in this regard. The political will of the
government, the institutional mechanism of the organization,
the stakeholders, the citizens and the united effort of the
broader international community can certainly to lead to more
efficient domestic resource mobilization in attaining the SDGs
which goes way beyond financing.

The author is working as Joint Commissioner, Custom House,
Chattogram and welcomes feedback at tarigcsdu2 13 1@yahoo.com

N.B An edited version of this article was earlier published in the Daily
Star newspaper.
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Women & Trade
Role In Achieving SDG 5

Kanchan Rani Dutta

When women have their own proceeds, they improve their
whole standards of living. It represents their status and
increases negotiating power which sometimes is termed as'
power of the purse'.

Now it can be concentrated on how trade contributes to achieve
the SDG Goal 5- Gender Equality. It focuses on achieving
gender equality and empowers all women and girls. It covers a
wide range of areas; poverty reduction, end all kinds of
discrimination against women and girls, eliminate harmful
practices such as early and child marriage, forced marriage,
ensures women full and effective participation and equal
opportunities for leadership at all levels of decision-making
process, enhance the wuse of enabling technology,
communication technology to promote empowerment, adopt
and strengthen sound policies etc.
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Trade grants to SDG by creating employment opportunities for
women. Trade can play an important role in driving women's
economic empowerment and ultimate leads to economic
efficiency. It is proven truth that economic emancipation is the
base of eradicating other disparity.

Women invest most of their earnings back in their families.
Economic power has a snowball effect on society. Women's
economic empowerment has positive impact on economic
growth and helps to reduce poverty. Globally the elimination of
all forms of discrimination against women would raise per capita
productivity by 40 percent (World Bank, Doing Business
Report-2017)

ROBERTO AZEVEDO (Director-General of The WTO and
International Gender Champion) stated "Action is needed to
better integrate women into the international trading systems.
All the evidence suggests that giving an equal economic chance to
women is not only economically important; it results in beneficial
outcomes for society as a whole. Investing in women -and
empowering women to invest in themselves- is a risk-free
venture. What society gives them; they give back ten times over".

In 2017 at the 11th Ministerial Conference WTO members and
observers launched "Buenos Aires Declaration on Trade and
Women Economic Empowerment . They endorsed a collective
initiative to increase the participation of women in trade.
118-member countries and observers (Bangladesh did not
endorse) endorsed the declaration and agreed to support the
Declaration on Trade and Women's economic Empowerment,
which seeks to remove barriers to, and foster women's
economic empowerment.

In Bangladesh women face various hurdles in trade activities.
Sometimes complex procurement processes prevent women
from entering the work force, setting up a business or owning
land and assets. Their business processes are very often
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threatened by difficulties in accessing finance. In our country
there are few women traders involving in international trading
system i.e.; import and export business process. Some are
holding ornamental posts offered by father or husband. Those
who are engaged actively in international trade they are treated
badly by male traders. They are being discouraged to continue
their business.

Women play a vital role in the economy but a range of barriers
limit their opportunities. According to the ILO Global Wages
Report 2018 women are still paid 20 percent less than men for
the same works.

UN Sustainable Development Goals Knowledge Platform shows
in progress of Goal 5 in 2019 that some indicators of gender
equality are progressing but insufficient progress on structural
issues at the root of gender inequality, such as legal
discrimination, unfair social norms are undermining the ability to
achieve the goal. The Global gender Gap report 2018 published
by World Economic Forum shows that progress towards gender
parity continues to be slow, if we keep pace with current trends,
the overall global gender gap can be closed in 108 years.

As per World Bank brief report published on 08 march, 2019 " we
should understand how trade and gender are linked and whether
men and women are disproportionately affected- positively or
negatively by trade policies and their implementation". Like SME
activities women should legally encourage to engage them in
international trading systems. Gender friendly environment and
positive attitudes are also necessary to improve the current
situations. Tireless support is needed for enhancing women's
empowerment and achieving gender equality. In the long run it
leads to change in social stereotype behaviors, establish women
rights as well as fulfills SDG.

The writer is currently working in Customs, Excise and VAT Commissionerate,
Dhaka (South), Dhaka as Deputy Commissioner.
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Data driven administration
equipped with modern technologies:
Dream or reality for

Bangladesh Customs?

Nipun Chakma'

Introduction

In recent years, worldwide Customs administrations have
invested a lot for modernizing their administrations and adopted
digital technologies for the core business processes of Customs
that have been instrumental for trade facilitation as well as
revenue collection and security. In the era of modern trade
Customs is facing the continued rise of e-commerce, increasingly
complex global supply chain systems, challenges in combatting
cross-border illicit trade, proliferation of data from National Single
Windows (NSWSs), rising concern on environmental protection,
and most importantly a pressing need for increasing collection of
government revenues. Alternately, there are many new digital

1Deputy Project Director, Bond Management Automation Project and Second
Secretary (WCO Affairs), National Board of Revenue
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technologies, i.e. data mining, big data analytics, artificial
intelligence, X-ray image analytics, robotic process automation,
are surfacing in the fabric of technology which need to be adopted
by Customs administrations to address the upcoming challenges
ahead for enhancing their regular operation and facilitating secure
trade. Excitingly, all of these technologies are handy tools for data
driven decision making. Hence, many advanced Customs
administrations have already implemented most of these new
digital technologies and are producing insights from the huge
amount of data using data analytics. Therefore, it is high time for
Bangladesh Customs’ administration to take necessary steps to
adopt the latest technology tools in order to transform
Bangladesh Customs into a data-driven administration equipped
with modern technologies for addressing the future challenges.

Where does Bangladesh Customs stand?

The Bangladesh Customs administration has taken many
digitization initiatives with its “catching-up with technology”
policy but yet to harvest the expected result. Currently, several
automation and digitization projects, National Single Window
project and Bond Management Automation Project, are in
progress with the current ICT plan. Additionally, to establish an
e-Customs environment aiming at strengthening the
e-governance initiative of GoB, a number of activities/actions
are mentioned in the Customs Modernization Strategic Action
Plan, 2019-2022. Bangladesh Customs has particularly
focused on the automation of the clearance process,
particularly on e-LC, e-EXP, e-Payment and e-Auction which
are already implemented. However, there are few initiatives to
increase the knowledge and skills on data analytics of Customs
officials to harness valuable insights from the tons of data that
are stored in the database from AW system.

Existing Software and Automation Systems

i. ASYCUDA World
Bangladesh Customs is the pioneer for initiating the
digitalization process in the government organizations by
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deploying the ASYCUDA V2 system in the 90’s. Later on,
this ASYCUDA V2 system was gradually upgraded to
ASYCUDA++ and ASYCUDA World. Though a number of
modules of AW have been implemented, still the current AW
system is not fully automated. Rapid measures need to be
takentoimplement rest of the modules for full automationin
the clearance process. However, this AW system is playing a
significant role in the facilitation of international trade and
legitimate revenue collection. Currently, around 15,000 to
20,000 B/Es (Bills of Entry or Bills of Export) are submitted
inthe AW system in each day and the central server collects
around 4 GB structured data from those declarations.

Bangladesh Customs Office Management Software (BCOMS)
Benapole Custom House Authority independently
developed an office management software aiming at
complete solution for office management. This software
was inaugurated in Benapole in 2020 and it is now being
successfully used for vehicle tracking. NBR appreciated
this innovative project and issued order for using this
software for office management to other field offices -
Customs, Excise and VAT Commissioenrates and Custom
Houses. However, only few modules, particularly Vehicle
Tracking Module, HRM Module and PCA Management
Module, are being used in several Customs stations and
VAT Commissionerates out of 15 modules.

iii. Detention Management Software

Dhaka Custom House authority independently developed
detention management software and started using it from
2020. However, it is rarely used at present due to
disinclination and reluctance of the officials.

Taken Initiatives

i. Implementation of National Single Window (NSW)
Currently, the implementation of National Single Window
(NSW) is in progress. The NSW will provide a single point
platform for the 39 government agencies (GAs) and other
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government agencies (OGAs) related to export-import
clearance process. The successful implementation of
NSW is supposed to reduce the release time in many folds
and significantly facilitate the secure trade.

ii. Purchasing of Automated Risk Management System (ARMS)
Successful deployment and operation of Automated Risk
Management System (ARMS) will open a new window for
Bangladesh Customs. Bangladesh Customs will join in the
league of automated risk management processed
countries. ARMS is supposed to be used for targeting the
illegitimate consignments utilising the existing database
that will ultimately reduce the number of physical
intervention and facilitate secure trade.

iii. Implementation of Customs Bond Automation System (CBMS)
The successful implementation and operation of Customs
Bond Management System (CBMS) is supposed to ease
the current complex, time-consuming, manual bond
management system.

iv. Development of Electronic Fiscal Device Management
System (EFDMS)
National Board of Revenue have recently taken an
initiative to develop an Electronic Fiscal Device
Management System to monitor and manage the VAT
collection from retailers. Once the system will be in
operation, enormous amount of transaction data will be
stored in the server that will be needed careful analysis to
identify the non-compliant, tax evading business entities.

Things to Focus On
In order to meet the future technological demand and
transform  Bangladesh Customs into a data driven
administration equipped with modern technologies in
accordance with the Customs Modernization Strategic Action
Plan, 2019-2022 and Chapter 7 (Application of Information
Technology) of the Revised Kyoto Convention, the
administration must focus on the following things:
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i. Reshaping the organizational culture and/or mindset
The existing organizational culture and/or mindset is not
conducive to digital reforms. Changing or reshaping a
culture is not an easy task. This is a large-scale
undertaking and all the organizational tools, i.e. leadership
tools, management tools, power tools, for changing minds
need to be put in play.

. Assessing the current IT infrastructure and formulating a

strategic action plan for Information and Communication
Technology (ICT)
A need assessment survey is required in order to assess
the current ICT infrastructure. The survey needs to be
conducted objectively which will be the baseline for
formulating ICT Strategic Action Plan.

Introduction of Revenue Forecasting Model and Revenue
Management Software

Proper Revenue forecasting is vital for the successful
budgeting in public sector. Appropriate tax analysis leads
to a reliable revenue forecasting and sustainable revenue
policies. Besides, an automated revenue management
system is the demand of the time which is also a handy
tool for effective and efficient revenue management.

iv. Introducing Passenger Control Measures (i.e. GTAS) at the

international airports

Automated passenger control system is a must for
facilitating passengers as well as targeting the risky
travellers and combatting the illicit drug/gold trade
through international ports.

v. Establishing e-filing in all Custom Houses (CHs) and Land

Customs (LC) stations

To establish e-Customs environment, e-filing in all CHs
and LC stations is required. Practice of e-filing in all of the
stations will have a positive impact on the reshaping of
organizational culture.
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vi. Emphasizing on data analytics, data mining and predictive
analytics
Emphasis must be given on data analytics, data mining and
predictive analytics for a future modern Customs
administration. Customs administrations usually deal with
tons of data in every day. For instance, Korea Customs
Services (KCS) collects 45 GB of structured data and 30
GB of unstructured data every day according to an article
published in 2018. These ample amounts of data can
provide vital insights if customs can harness them through
data mining and advanced data analytics. In this context,
it's crucial for the revenue administrations to develop
knowledge and skills on data analysis techniques and
become more data driven.

vii. Develop analytical capability and IT skills of officials
A proper capacity building programme is must in order to
harvest most of the utility of the modern digital
technologies. The officials are the heart of the whole
system who will run the administration. Hence, enabling
the officials in many soft skills will improve the efficiency
and help the administration achieve the expected
outcome. For instance, Japan Customs used to send its
officials to universities for data science master’s program.

viii. Creating a pool of officials excelled at ICT
A pool of enhanced and enabled officials is required to run
the systems seamlessly. Therefore, the administration
must take proper administrative steps to train a bunch of
potential officials.

ix. ix.Establishing Customs to Customs (C2C) cooperation
Exchange of information between and among Customs
administrations is a much-needed necessity for ensuring
secure trade as well as combatting illicit cross border
trade, commodity smuggling, drug trafficking, IPR
hazardous waste and CITES enforcement. Bangladesh
Customs must establish C2C cooperation utilizing the
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article 12 of the WTO TFA and WCO instruments and
tools including the Revised Kyoto Convention (RKC), the
SAFE Framework of Standards, the Nairobi Convention,
the Model Bilateral Agreement, the Johannesburg
Convention (not yet entered into force), the Guide to the
Exchange of Customs Valuation Information and the
Globally Networked Customs (GNC) Feasibility Study,
together with various WCO Recommendations on mutual
cooperation and administrative assistance.

BIG DATA SOURCES

ZALORA

il B.(.,': 7_—1 e
|

@—-——— djp BANK [NDONESIA ¥

Figure 1: Sample diagram of Big Data sources (Indonesia Customs)

x. Keeping eyes on New Digital Technologies

Artificial Intelligence

Because of the accessibility of cloud computing and the
large-scale availability of processing power, combined with the
exponential in-crease in data, in recent years, the advanced
customs administrations are focusing into Al. Al would be the
most efficient tool for Customs dealing with the huge volumes
of data collected by customs and border agencies generated by
goods, people, and vehicles moving across the borders for
trade facilitation and enforcement measures.

X-Ray Image Analytics

There is increasing demand for automated image
identification to ease the burden on human image
analysts, because of the ever-growing volumes of trade.
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With advanced image compression technology and much
cheaper storage, customs can now collect, store, and
archive X-ray scans more economically, and to build up a
sufficiently large image library as a learning reference
data-base for training purposes, as well as for developing
Automated Threat Detection (ATD) algorithms.

Robotic Process Automation

Robotic Process Automation (RPA) is a machine or
software to perform high-volume, repeatable tasks with
much greater efficiency than humans. RPA has the
potential for greater use in customs operations, such as
data verification of many manifests and declaration
submissions. It can be programmed to check, for example,
if the value of the goods in the declaration doesn't match
the invoice, the declaration has a missing certificate, or
there are erroneous data inputs.

Blockchain

Blockchain technology, that has been termed as the
transformational technology for many fields, has many
attractive propositions in the field of Customs. Features
of blockchain technology, such as Distributed Ledger
Technologies (DLT) and smart contracts, have enormous
potential to improve the efficiency and speed of
cross-border supply chains by simplifying processes and
reducing the need for human intervention in several
transactions. The advanced Customs administrations, i.e.
CBP, KCS, have been piloting the use of blockchain
solutions in selected customs operations, such as the
import/export clearance process, e-commerce imports,
and cross-border information exchange.

The Future of Customs: Coordinated approach
Future Customs administrations are going to be more data centric
than ever. Hence, it is a must to adopt the latest digital
technologies and enhance the capacity on data analytics for
drawing insights from the massive data that Customs will be
receiving each day. However, it is to be understood that digital
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transformation cannot be realized unless the whole organization
is synchronized with the digitalization concept. By involving only
the ICT people or taking some isolated automation projects, the
piece-meal solutions would not provide the expected outcome
from ICT modernization activities. The business and ICT
workforce should be principally involved in adopting the emerging
technologies. More importantly, there should be a wholistic ICT
plan and a standard implementation framework to establish an
e-Customs environment and adopt the latest technological tools
to turn the administration into data driven equipped with latest
technologies. Only the coordinated approach toward the
implementation of ICT plan and adoption of these promising
technologies will provide the expected outcome in the near future.

Annexure: “COBIT” Framework for IT Governance and Control
provided in WCO Guidelines on Application of Information and
communication Technology

WCO has a guideline on Application of Information and
communication Technology that provides the required
information of how Customs administrations can use these
technologies to enhance their program delivery and plan
improvements in their services to clients and trading partners.
Although worldwide customs administrations invested heavily
in ICT, many developing administrations did not achieve the
expected outcome from the ICT. This is because those
countries did not follow a standard framework. Therefore, a
standard framework is required to assist the executive
management for proper implementation of ICT project and
help the management track the real value that investments into
ICT bring and assure the goals of the organization are aligned
with the goals of ICT projects and services.

The WCO guideline provides a framework named “COBIT”
Framework for IT Governance and Control. The controlled
objectives of the framework is given below:

Plan and Organize
PO1: Define a strategic I'T plan.
PO2: Define the information architecture.
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PO3: Determine technological direction.

PO4: Define the IT processes, organization, and relationships.
PO5: Manage the IT investment.

PO6: Communicate management aims and direction.

PO7: Manage IT human resources.

PO8: Manage quality.

PO9: Assess and manage IT risks.

PO10: Manage projects.

Acquire and Implement

Al1l: Identify automated solutions.

Al2: Acquire and maintain application software.

Al3: Acquire and maintain technology infrastructure.
Al4: Enable operation and use.

Al5: Procure I'T resources.

Al6: Manage changes.

Al7: Install and accredit solutions and changes.

Deliver and Support

DS1: Define and manage service levels.
DS2: Manage third-party services.

DS3: Manage performance and capacity.
DS4: Ensure continuous service.

DS5: Ensure systems security.

DSé: Identify and allocate costs.

DS7: Educate and train users.

DS8: Manage the service desk and incidents.
DS9: Manage the configuration.

DS10: Manage problems.

DS11: Manage data.

DS12: Manage the physical environment.
DS13: Manage operations

Monitor and Evaluate

ME1: Monitor and evaluate IT performance.

ME2: Monitor and evaluate internal control.

ME3: Ensure compliance with external requirements.
ME4: Provide IT governance.
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World Trade
Organization-Trade Facilitation
Agreement Implementation:

Glass Half Full or
Half Empty in Bangladesh?
Md. Tarek Mahmud1

Abstract
Trade facilitation means simplifying harmonizing and
automating the process of trade across the borders. To facilitate
trade, Trade Facilitation Agreement (TFA) was agreed in 2013
under the umbrella of the World Trade Organization (WTO).
TFA was come into force in 2017. In 2015, a baseline study on
TFA alignment of Bangladesh was conducted by the World Bank
Group (WBG). As a member of the WTO, Bangladesh started
implementing TFA from 2017. Several initiatives including
Customs modernization, process simplification, automation, etc.

1Deputy Director, Central Intelligence Cell (CIC), National Board of Revenue, Bangladesh.
tarek@nbr.gov.bd or tarek.customs@gmail.com
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have been taken by different border agencies to implement TFA
in Bangladesh. Despite those initiatives, many studies found that
the border clearance time is still lengthy, and processes are
cumbersome. Therefore, it requires an extensive study to
identify the exact situation of TFA implementation. To quantify
the implementation progress of TFA, the World Customs
Organization (WCQO) developed TFA Maturity Model (MM)
based on a set questionnaire. Organisation for Economic
Co-operation and Development (OECD) also conducted studies
on trade facilitation by using Trade Facilitation Indicators (TFI)
Simulator. This study quantified the TFA implementation from
the baseline study of 2015 by using TFA MM and validated the
result with the findings of OECD TFI Simulator. The study found
that the TFA implementation progress is around 65% which is
well ahead of implementation commitment of Bangladesh
(44.50%) to the WTO, but lower than the world average
commitment (74%). The status of Bangladesh is ‘emergent’. This
study identified lack of process simplification, border agency
cooperation, Customs cooperation, automation, culture,
availability of resources, publication and availability of
information are the major challenges to implement TFA. This
study suggested that by establishing Single Window, automated
risk management system, Customs Cooperation Agreements
and trade agreements, border agency cooperation, etc. can be
effective to implement TFA in Bangladesh. The overall study
findings depicted that the glass of TFA is 65% full of water and
rest is filled by air. Sustainability is a critical issue for TFA
implementation and failing to achieve sustainability can
evaporate the water portion of the glass into the air! To gain
trade competitiveness, especially for export, Bangladesh should
focus on the sustainable implementation of WTO-TFA.

Key Words: Trade Facilitation Agreement, WTO, Bangladesh,
TFA Maturity Model, OECD TFI Indicators, border agency
cooperation,  Customs  cooperation, automation,  risk
management, Single Window, Customs Modernization.
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1. Introduction

Trade Facilitation refers to improving the process of
cross-border movement of goods to reduce costs without
compromising border security (Grainger 2011). For facilitating
trade, World Trade Organization (WTO) initiated Trade
Facilitation Agreement (TFA). It contains provisions for
expediting the movement, release, and clearance of goods,
including goods in transit. It also sets out measures for effective
cooperation between customs and other appropriate
authorities. The TFA strives to improve transparency, secure
global value chains, and reduce the scope for corruption (WTO
2020). It was signed in 2013 at the WTO Bali Ministerial
Conference. TFA has 3 (three) sections and 24 (twenty-four)
articles comprising several sub-articles and those articles are
further categorized in A, B, & C (WTO 2013). It has indicative
and definitive dates for implementing B and C category
commitments?.

WTO-TFA entered enforcing on 22 February 2017 (WTO
2020). Besides fostering the movement, delivery, and clearance
of goods, it comprises provisions for technical assistance and
capacity-building initiatives.

International trade often faces two major types of challenges—
firstly, challenges arise from imposing a tariff, and secondly,
non-tariff issues arise from other than tariff issues such as
clearance time delays, clearance cost increases, bureaucratic
procedures, supply chain instability, etc. The tariff-related
challenges have been liberalized by the General Agreement on
Trade and Tariff (GATT). But non-tariff related issues were
often less focused and discussed before 2000. These issues
drew more attention as the competitive trade environment
evolved. The lead time became very important and increasing

2Details of the Indicative and definitive dates for implementation are available:
https://tfadatabase.org/en/members/bangladesh/breakdown-by-measure#collapse4
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the lead time, increases the cost of trade and declines the
business competitiveness. It is described that a one-day delay in
international trade means a one percent loss of trade between
countries (Popa, et al. 2015).

The significance of trade facilitation for a highly international
trade-dependent country like Bangladesh is enormous. The
border clearance time, a significant parameter to assess trade
facilitation is higher (216 hours for import) in Bangladesh
compared to neighboring countries like India (65 hours) and
Pakistan (120 hours) (WB 2020). In a Time Release Study, it was
found that the Customs clearance time is 11 days for sea, 10
days for land, and 8 days for air cargoes (NBR, 2022).

Several border agencies are involved in TFA implementation in
Bangladesh including the National Board of Revenue (NBR),
plant quarantine office, port authorities, livestock office,
clearing and forwarding agents, etc. Despite several initiatives
for TFA implementation, it does not reflect in outcomes in
border clearance time. To study this phenomenon in
Bangladesh, itis possible to find out the article-wise status of the
TFA implementation, its challenges, and the way forward.

The current rate of TFA implementation commitment of
Bangladesh to WTO is 44.50% whereas the rate of
implementation commitment of the world is 74% (WTO 2022).
This study tried to quantify the implementation progress of the
TFA in Bangladesh by using two different models— TFA
Maturity Model developed by World Customs Organization
(WCQO), and Trade Facilitation Indicators (TFI) Simulator
developed by Organisation for Economic Co-operation and
Development (OECD). This study found that the TFA
implementation progress is around 65% in Bangladesh which is
higher than the commitment given to the WTO (44.50%), but it
is still below the world average commitments of implementation
(74%). It is also found that there are some areas where progress
is not optimum. The reasons include lack of procedural
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simplification, border agency cooperation, Custom cooperation,
transit facilitation, automation, culture, availability of resources,
etc. However, strategic action plans, Single Window (SW),
internal and external border agency cooperation, Risk
management, Authorized operators, and automation can be
effective to mitigate these challenges.

2. Literature Review

Before the 1990s, the buzzword of trade facilitation was barely
familiar inthe international arena. With the evolved of the WTO,
the term ‘trade facilitation’ accelerated and Uruguay round set
the cornerstone of trade facilitation (World Trade Organization
n.d.). Since then, various international organizations conducted
studies to assess the impacts and challenges of trade facilitation.
Moisé and Sorescu (2013) found that trade facilitation
initiatives opt for almost a 14.5% reduction of total trade costs
for low-income countries, 15.5% for lower-middle-income
countries, and 13.2% for upper-middle-income countries. The
implementation of trade facilitation can increase the world’s
export by $1043 billion, create new jobs for 20.6 million people
and increase the Gross Domestic Production (GDP) by $960
billion (Hufbauer and Schott 2013). Go (2018) focused on
streamlining and harmonizing the activities, practices, and
formalities required for international trade, and associated
payments and border logistics as the core areas of trade
facilitation. Seetanah, Sannassee, and Fauzel (2016) found that
trade facilitation enhanced the trade of 20 African countries
significantly. Trade Facilitation is a tool of development that can
contribute to growth and poverty reduction (Anderson and Van
Wincoop 2004; Arvis et al. 2016; Hummels 2007).

Time elapsed in international trade is often interpreted as the
transaction cost (WTO, 2015; Uzzaman and Yusuf, 2011).
Pascal Lamy (2013), the former WTO Director General,
referred to trade facilitation as the means of increasing the
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productivity of Customs, enhancing tax revenue at entry points,
and assisting to invite more Foreign Direct Investment (FDI).

World Bank Group Conducted a baseline Study on Bangladesh’s
Alignment with the WTO-TFA in 2015 (WBG 2015). OECD
(n.d) conducts studies every two years since 2013 by using
OECD Trade Facilitation Indicators (TFI) Simulator covering
global aspects including Bangladesh. The last two studies were
conducted in 2017 and 2019 that show the improvement of
Bangladesh in terms of trade facilitation.

Banik (2016) found that by implementing TFA, Bangladesh can
increase trade volume and reduce costs by streamlining the
procedures. Banik (2016) also identified a lack of transportation
infrastructure, inadequate resources investment, and insufficient
rules and regulations and harmonization among and between TFA
implementing agencies are the main challenges. WTO (2015)
identified political will, cooperation, and coordination among
border agencies, engagement of stakeholders, and availability of
adequate resources are the key factors affecting trade facilitation.

The study by Banik (2016) was conducted in 2016 that did not
cover the implementation progress and challenges after rolling
out TFA. To fill those gaps, this study will focus on TFA
implementation progress and the challenges of Bangladesh
from the ground level.

3. Methodology

Petchko (2018) described that the research questions will
guide researchers to pick the best suitable methodology. The
methodology of this study requires both qualitative and
quantitative approaches. Qualitative studies encompass the
systematic  collection, organization, description, and
interpretation of textual, verbal, or visual data (Hammarberg,
Kirkman, and Lacey 2016). In this study, the data type is mostly
textual and statistics based on different government reports,
circulars, and gazettes. Hammarberg, Kirkman, and Lacey
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(2016) also described that qualitative research is very much
effective in analyzing texts and documents, such as government
reports, media articles, websites, or diaries, to learn about
distributed or private knowledge. Besides, quantitative
methods have been used by putting the trade facilitation data
into two different models— i) Trade Facilitation Agreement
Maturity Model (TFA-MM) and ii) OECD Trade Facilitation
Indicators (TFI) simulator.

3.1 TFA Maturity Model®
TFA MM has been developed by the World Customs
Organization to estimate TFA implementation progress based
on a set questionnaire (38 Questions) (World Customs
Organisation, n.d). It assists a country to ascertain the
implementation level of the TFA by reviewing and analyzing
each article, finding out implementation gaps, and focusing on
the actions required for full implementation. The scoring ranges
from O-3; lowest O and highest 3 which represents—

e O represents the Commencement stage

* 1 represents the Augmented stage

o 2 represents the Emergent stage

e 3represents the Sustained stage

The overall scores are interpreted in the following ways—
o [f the Scoreis 91 - 114 or 81%-100% then it is interpreted
as level 4 which means it is in the ‘Sustained’ stage.
o [f the Score is 66 - 90 or 58%-80% then it is interpreted as
Level 3 which means itis in the ‘Emergent’ stage.

o [fthe Scoreis Score: 41-65 or 36%-57% thenit is interpreted
as Level 2 which means it is in the ‘Augmented’ stage.

o |f the Score is Score: 0-40 or 0% -35% then it is interpreted
as Level 1 which means it is in the ‘Commencement’ stage.

Shttps://vvvvvv.vvcoomd.org/en/topics/wco%mp\ementingfthefwtofatf/mercatorf
programme/tailor-made-track.aspx
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3.2 OECD Trade Facilitation Indicator Simulator®

OECD Trade Facilitation Indicator (TFI) Simulator has been
developed by the OECD (Organisation for Economic
Co-operation and Development 2013). OECD has been
publishing reports using this Trade Facilitation Indicator
Simulator every two years since 2013. The last report was
published in 2019. OECD TFI Simulator also allows the
simulation of policy reforms by modifying the data in specific
indicators (The Organisation for Economic Co-operation and
Development 2013). In this study, the base data has been taken
from their published report of 2019 and modified with the
updates initiated for trade facilitation. The evidence for those
modifications or updates has been represented in this paper.
The TFI simulators questionnaire (133 Questions) takes values
from O to 2 where O means the lowest and 2 means the highest
performance in the trade facilitation area. There is also the best
practice or best possible score (18.226 in total) with which one
can compare the status of a country.

After inserting the data into these models, the results have been
compared and validated by each other and represented in
charts, tables, graphs, etc.

3.3. Data

To conduct a study data are vital because data allow the reader
to judge the trustworthiness of the study’s results and the
author’s claims in a paper and policy-related documents can be
data if they are analyzed to support an argument (Petchko
2018). In this paper trade facilitation, data are collected from
several secondary sources, mainly from different policy
documents and the research papers of the Government of
Bangladesh, World Bank, WTO, World Customs Organization,
OECD, UN-ESCAP, ADB, research papers, websites, etc. For
quantitative analysis, the base data has been collected from

4https://sim.oecd.org/Simulator.ashx?lang: En&ds=TFI&d1c=asiap&d2c=bgd
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OECD (OECD, 2019). The researcher’s involvement in the
working procedures of NBR has also been reflected in this paper
with proper evidence. However, most of the data are collected
from reports, official orders, and gazettes of different
government agencies which are in the native language— Bangla.
Therefore, it requires interpretation which may cause
inadvertent deviation.

4. Analysis and Synthesis

The baseline study of the World Bank Group (WBG 2015)
included the key issues and TFA alignment of Bangladesh as of
2015. TFA MM and OECD TFI Simulator are used for
quantitative analysis. The TFA implementation progress under
TFAMM and OECD TFI Simulator are discussed as follows>:

TFA MM Findings
After compiling all the scores under TFA MM, the overall scores
for 13 articles are shown in the following graph:

Implementation Progress by TFA Maturity Model

= Achieved = Highest

~
~

Score

TFA Articles

PWTO- TFA article-wise implementation progress are available as annexure of this
study from (https://drive.google.com/file/d/16r98YiFucRTXSYDO9SgXdu?drT8FBk2_/
view?usp=share_link).
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The graph indicates that advance rulings, procedures for appeal
or review, movement of goods for import, and the National
Trade Facilitation Committee (NTFC) have the highest scores
which are equal to the best scores. Publication and availability of
information, comments, prior information & consultation,
impartiality, non-discrimination & transparency, release and
clearance of goods, border agency cooperation, import, export,
and transit formalities, freedom of transit, and Customs
cooperation have relatively low scores compared to best score
which depicts that government should emphasis in these areas.

OECD TFI Simulator findings

Under OECD TFI Simulator, the scores in 2022 and best
practice scores are shown in the following graph:

TFl Implementation Progress by OECD TFI Simulator in 2022

Information availability
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The graph shows that three categories— advance rulings, appeal
procedures, and fees and charges have comparatively better
scores which are close to best practice scores. On the other
hand, formalities-documents, automation, procedures, and
internal and external border agency cooperation have fewer
scores compared to best practices. If we compare the scores of
the OECD TFI simulator of 2022 with the previous OECD
studies conducted in 2019 and 2017 and the best practice
scores under the OECD TFI simulator, the comparison is as
follows:

OECD TFI Simulator Scores

Best Practice |20
2022 |
2019 [ EOS7E N
2017 SRR

0 5 10 15 20

The graph indicates that there is a continuous improvement in
the implementation progress from 2017 to 2022.1n 2017, it was
8.612 and in 2019 it was 10.376 which depicts around 20%
growth in 2 years. The score became 11.423 in 2022 and the
growth in these 3 years is only 10%. It indicates that as the
implementation progress is getting higher, it is becoming difficult
to achieve higher growth because achieving higher compliance is
difficult compared to achieving up to a certain level.

Comparison with other countries

After comparing the scores of Bangladesh with a developed
country (Japan), neighboring country (India), Asia-pacific region,
the comparison graph is as follows:
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The graph shows that in the areas of information availability,
advance rulings, appeal procedures, and fees and charges have
higher scores than the Asia-pacific regional scores. Although the
scores are lower compared to a developed country like Japan
and at least in two areas® advance ruling, and appeal
procedures, Bangladesh has a higher score than India. In
documents, automation, procedures, and internal and external
border agency cooperation, the scores of Bangladesh are
relatively low compared to India and the regional average of the
Asia-pacific.

Validation of TFA MM findings by OECD TFI simulator:

Under the TFA MM and OECD TFI simulator, the overall trade
facilitation scenario is as follows:
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The graph shows that the score under TFA MM is 64.91%
whereas, under the OECD TFI simulator, it is 62.67%. The
scores are similar which validates the authenticity of each other.

Comparison with Bangladesh’s Commitment to WTO regarding
TFA implementation:

The TFA implementation commitment of Bangladesh to the
WTQO as of 17 December 2022 is as follows (WTO, 2022):

Status of implementation commitments

Impl tion co s according to notification data
Bangladesh

% TFA implementation commitments

® cat Ac i for img ion to date:34,5%
® catBc i s for impl ion to date:10.1%
® cat.Cc i for impl ion to date:0.0%

“' Cat. B commitments for future implementation:26.5%
“ Cat. C commitments for future implementation:29.0%
Unknown:0.0%
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The graph indicates that Bangladesh is committed to implementing
44 5% of its TFA commitment by 17 December 2022 of which
34.5% are from category A, and 10.1% from category B.

The TFA implementation timeline of Bangladesh as of 17 December
2022 is as follows (WTO, 2022):

Timeline of implementation commitments

Based on imjg t C s by all WTO Members aver time
Bangladesh

% of TFA implementation
=
o

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2

® cat A @ can B @® cat.C
The graph shows that Bangladesh is committed to implementing
category B commitment by July 2021 to 31 December 2023 and
category C by 2024 to 2030. As a result of several TFA implementation
initiatives, Bangladesh has already achieved substantial progress in many
areas compared to the commitments which can be shown as follows:

Implementation and commitment comparison
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The graph shows that the TFA progress is 64.91% and 62.67%
respectively under TFA MM and OECD TFI simulators. This
indicates that Bangladesh is well ahead in TFA implementation
compared to the commitments of implementation (44.50%).

5. Challenges
The analysis of this study indicates several challenges to TFA
implementation in Bangladesh. These includes:

Lack of Simplified Procedure

Procedural simplification is one of the biggest challenges for TFA
implementation in Bangladesh. The score in the release of goods
process (article 7) under TFA MM is 19 out of 27. It covers many
crucial procedural areas including pre-arrival processing, risk
management, post-clearance audit, authorized operator, and
expedited shipment. The score indicates that there is potential
scope for improvement in these areas. The score of Import, export,
and transit formalities is 17 out of 27. This article (article 10)
includes single windows, formalities and document requirements,
use of international standards, etc. These are also very important
elements to facilitate trade. The scores achieved in this article also
depict potential improvement scopes. Procedural simplification is
often linked with automation and business process simplification.
The mindset of staff, the scope of corruption, lack of available
resources especially for implementing C category commitments,
lack of policy-level strong commitment, and lack of awareness of
staff and stakeholders are the main underline hindrance to the
procedural simplification.

Lack of Customs Cooperation

In today’s global world Customs Cooperation with other
countries is very important to deal with a high volume of trade.
Bangladesh is lagging in this area. The score in this article (article
12) is 1 out of 3. Bangladesh has Customs Cooperation
Agreement with only two countries- Turkey and Saudi Arabia. It
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does not have a Customs cooperation agreement with its major
trade partners e.g., China, India, Singapore, UAE, Malaysia, and
export e.g., USA, EU, Canada, Japan, and Australia. Bangladesh
did not sign any bilateral Free Trade Agreement (FTA) with any
other countries. It has only one bilateral Preferential Trade
Agreement (PTA) with Bhutan. Bangladesh is a party to only a
few regional trade agreements e.g., the South Asian Free Trade
Agreement (SAFTA), the Asia Pacific Trade Agreement (APTA),
the Developing-8 Preferential Trade Agreement, Trade
preferential Scheme- Organization of Islamic Cooperation
(TPS-OIC). FTAs, PTAs, and Economic Partnership Agreements
(EPAs) usually cover the clauses of trade facilitation. Bangladesh
enjoys a Generalized System of Preference (GSP) and Duty-Free
Quota Free (DFQF) unilaterally to the developed countries as an
LDC which didn't feel urges of signing bilateral FTA/EPA. This is
one of the major underlying causes of the lack of cooperation in
the international area. After LDC graduation in 2024,
Bangladesh will face a more severe challenge in this area.

Lack of Border Agency Cooperation

Border agencies' cooperation is another very significant issue
where Bangladesh is struggling. The TFA MM score is 1 out of 3
in border agency cooperation (article 8). No formal setup exists
for either internal agencies of the country or with the
neighboring countries. The time-release study conducted by the
NBR also identified a lack of border agency cooperation as one of
the major causes of lengthy border clearance time (National
Board of Revenue, 2022).

Lack of Impartiality, non-discrimination & transparency

Impartiality, non-discrimination, and transparency are also very
vital. The score in this article (article 5) is 5 out of 9 under TFA
MM. Border agencies do not have formal procedures to inform
the importer about the detention of goods for further inspection.
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Although Customs allows a second test and considers the report,
there is no formal legislation regarding this opportunity. These
often create a lack of transparency and exercise the
discretionary power of officials.

Opportunity to comment, information before entry into
force, and consultations

The stakeholder’'s participation in policy formulation and
decision-making process is not optimum and the TFA MM score
is 3 out of 6 in this article (article 2) which indicates the
requirements for improvement. In most cases, the consultationis
on an Ad-hoc basis, and there is no permanent setup for this
consultation. Hence, the stakeholders lack ownership of the
policies, processes, and legislation. Sometimes, they are not well
aware of the policies and changes. As aresult, trade predictability
may be hampered. Although NBR arranges a series of meetings
with stakeholders before major policy reforms time during
budget preparation session as most of the policy changes comes
up with the budget proposal, there are no formal guidelines for
these meetings and stakeholders often criticizes that their
opinions are hardly reflected in the policy (WBG, 2015).
Information well before enforcement is hardly published which
affects predictability. In many cases, the legislative changes do
not open for comments from the public.

Challenges to Freedom of Transit
Transitis a key feature in trade facilitation. The score (article 11)
is 3 out of 6 here. The legislation (Transit and Transshipment
Rule, 2021) requires framing office orders for administering
transit under each transit agreement which is yet to finalize.
Without issuing general office orders based on each transit
agreement, regular transit operationis difficult. The lack of policy
decisions and delay in affixing operational modalities are two
vital underlying causes to facilitate transit.

20




<‘> Wfﬁ?ﬁéow

Toesy cus“)“

Challenges for Publication and Availability of Information
Publication and availability of information are very much helpful
for stakeholders to get access to the information. In this article,
the score is 7 out of 12. Although Bangladesh Customs has
developed an interactive website as a single source of
information availability, in many cases it is not updated
frequently and many a time changes in legislation and new
policies are not published on that website. There are 3 separate
websites  for  Customs- nbr.gov.bd, customs.gov.bd, and
bangladeshcustoms.gov.bd. The last one is the dedicated website
prepared under TFA guidelines. Butin many cases, information is
published in  nbrgov.bd without publishing it in
bangladeshcustoms.gov.bd. This creates a hindrance to getting
available information from a single point.

Challenges for Disciplines on fees and charges, and penalties
Although fees charges and penalties discipline are in improved
shape, there is still some room for further improvement. The
score in this article (article 6) is 7 out of 9. The review of fees and
charges is not regular, and several border agencies are collecting
several types of fees and charges. There is a conflict of interest
for Customs officials in terms of getting rewards based on
collecting duties, taxes, and penalties. The reasons for imposing
fees are not well explained. Therefore, there is a lack of
rationality in imposing fees and charges.

Unavailability of Resources/Development partners

As an LDC, Bangladesh can avail support from development
partnersforimplementing TFA, especially category C commitments
as per Section Il of the TFA. Bangladesh has sought assistance from
different development partners. But assistance is not available in
some cases e.g., for improving test procedures (article 5.3)°.

éht‘[ps://tfadatabase.org/en/members/bangladesh/technicaIfassistance
projects?view=donor_not_yet_identified
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Bureaucratic Culture

The culture of a country has an impact on TFA implementation
because it requires procedural changes and simplification which
are involved, humans. Without changing the culture of
corruption, the bureaucratic process, and the mindset of staff, it
is very difficult to make a sustainable change.

6. Recommendations

Quick Implementation of Single Window (SW)

SW is related to many of the TFA articles including enhancing
impartiality, non-discrimination & transparency (article 5),
release and clearance of goods (article 7) border agency
cooperation (article 8), other formalities related to import,
export, and transit (article 10), freedom of transit (article 11),
and Customs cooperation (article 12). It can remove many
bottlenecks of trade facilitation. The NBR initiated a project to
implement BSW in 2017 which is going to be an integrated local
platform for providing one-stop services. This project should be
implemented as soon as possible. After local integration, it
should try for cross-border SW with major trading countries.

Customs Cooperation Agreements and FTAs or EPAs
Customs cooperation agreements can assist in data exchange
and managing risky consignments to facilitate faster clearance of
less risky goods. Coordinated border management with
neighboring countries by sharing the same resources, on-stop
border points, joint control, etc. can reduce the costs and time for
trade. Many FTAs and EPAs cover trade facilitation. Bangladesh
can consider signing FTAs/EPAs with other countries.

A formal platform for border agency cooperation

The absence of a formal platform for border agency cooperation
is creating a hindrance to trade. So, a border agency cooperation
committee should be established at all the border entry points.
This will also ensure concerted efforts to facilitate trade.
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Awareness Campaign

Many stakeholders lack awareness regarding the simplified
procedures and updated initiatives of different border agencies.
For example, pre-arrival processing was introduced to submit a
declaration to Customs before the physical arrival of the goods. It
can reduce the clearance time drastically which is not utilized by
the stakeholders due to the lack of awareness. So, a series of
awareness campaigns are necessary for ensuring faster clearance.

Policy Priority of the Government

Government policy priority is a crucial factor in the implementation
of TFA. Government should continue a guideline for the
implementation of TFA. NBR has prepared a Customs
Modernization Strategic Action Plan 2019-2022 for implementing
TFA. The duration of that plan is almost over. NBR should make a
new well designed and time-bound action plan to implement TFA.
Other agencies should have a similar plan of action.

Modernization and Automation

Human intervention and discretion increase the chances of
corruption and bureaucratic procedures that hinder trade
facilitation. Automated Risk Management intervention and
risk-based automated Post Clearance Audit can be strengthened
as soon as possible. Single Window, use of non-intrusive
inspection devices (e.g., scanners, handheld devices, dog squad),
etc. should make available to reduce human intervention.

Authorized Economic Operators

An authorized Economic Operator is a longer trusted importer,
exporter, agent, or operator who can be facilitated with minimum
intervention. The number of authorized economic operators in
Bangladesh is only 3. This opportunity should be extended to
other trusted importers, exporters, agents, and operators.
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Development partners liaison

TFA implementation requires extensive support from
development partners, especially for implementing Category C
commitments. To get assistance in this area liaison with
development partners is required.

Training and capacity building

Some TFA measures like risk management, post-clearance audit,
authorized operator, and single window require extensive
training and capacity building of the officials of the border
agencies. Moreover, to make a change in the culture, training
should be provided for addressing bureaucratic process
simplification and reducing corruption.

7.Conclusion

Implementation of TFA is a massive task. Bangladesh took several
initiatives to implement TFA of which many produced effective
improvements, but some of them have still not yielded enough
outcomes. With those effects, the glass of TFA implementation is
around 65% full of water; and the rest is full of air. Sustainability is
a critical issue for TFA implementation and failing to achieve
sustainability can evaporate the water portion of the glass into the
air! To gain trade competitiveness, especially for export,
Bangladesh should focus on the sustainable implementation of
WTO-TFA. In order to meet the challenges of implementing
WTO-TFA, concerted efforts are needed from all border agencies
providing policy priority to the government. However, this study
does not cover stakeholders' opinions regarding WTO-TFA
implementation benefits and challenges in Bangladesh. This can
open a new scope for further study in this area.
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