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Message from the
World Customs Organization

International Customs Day 2024

Embargo date:
26 January 2024, UTC 09:00

On 26 January each year, the Customs community comes together to
celebrate International Customs Day. As we gather to commemorate
this important occasion, | am filled with a profound sense of honour and
anticipation in my first year as Secretary General. While this year's celebration
is especially significant for me, its wider importance in part comes from it
marking the launch of our new theme: “Customs Engaging Traditional and
New Partners with Purpose”.

This year, we are embarking on a path that challenges us to both reaffirm our
longstanding partnerships and to boldly forge new alliances. Our world has
changed dramatically over the last decade and continues to do so, presenting
us with unprecedented challenges, including rapid technological advances,
environmental and health crises, and complex geopolitical and economic
dynamics. These conditions require that the global Customs community take
a forward-thinking approach to its work and seek solutions that are not just
based on its own knowledge and resources, but are supplemented by the
support of stakeholders.

The theme for 2024 is a strategic call to action, urging us to broaden our
perspectives, think creatively, and embrace innovative approaches. This is
essential for Customs administrations to maintain their role in facilitating
global trade and ensuring security in a rapidly evolving environment.

In 2024, we focus on deepening and enriching our established relationships
to ensure they continue to be strong, relevant, and mutually beneficial. At
the same time, we aim to actively seek and establish new connections with
a wider range of stakeholders, including financial institutions, environmental
organizations, NGOs, and academic institutions.

These new partnerships will infuse our efforts with fresh perspectives and
innovative solutions. Our collaboration this year is about aligning all our
partnerships with the overarching mission and values of our Customs



administrations. We aim to ensure they contribute meaningfully to our
objectives of trade facilitation, border security, and the resilience of global
supply chains.

Incorporating a broad spectrum of voices and perspectives into our strategies
is also paramount. Doing so will ensure that our strategies are comprehensive
and more resonant with the global community we serve.

WCO I OMD

We are also committed to continuously evaluating and refining our
partnerships to maintain their effectiveness and relevance. Such a dynamic
approach is vital in an ever-changing global landscape, and increases our
ability to achieve meaningful results in line with our critical mission.

Lastly, as we think about the enablers of our engagement, we must look to
the value of cutting-edge technologies and data analytics. These will enhance
our understanding and engagement with partners, thereby increasing our
responsiveness and effectiveness.

As we begin this year and take this day to reflect on our mission, our
accomplishments, and our way forward, | hope that our efforts — as Customs
and with partners — will advance us toward a safe, prosperous, and inclusive
future.

| am deeply appreciative of your support and dedication to making
International Customs Day a noteworthy occasion, and for promoting and
acting upon our 2024 theme throughout the year.

| wish you a productive and engaging International Customs Day.

lan Saunders
WCO Secretary General

26 January 2024
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QIR AT~ DT Y AT -9, -9 3 3- (SR Dlosty 4! bie] W@
430 a7 HILE QTR ANBIATNT SGHITN 3 UleA gl 2wzl

(ii) National Single Window

205 M o Goly IGE @RS Bangladesh National Single Window
(NSW) &g IBIRN B IR 203¢ A 9SG IS (¥ | 9 SPFD
WGOIT QI IS DIISE AN TRAFHE AP QI 1 Fob £Hg Hw/
wAfgsa 9o Single Platform q stedt I 43 IBIRA oM Sory
AGTE @G AN 0 B HLFR THRIG! WIS FHo @Rl ey NSW a7
Software development 93 IIIFH BF U@ BB TS QIS AT
FIAW FLE OA3-THG QAN SHIN D ARTRIN-IBIN Aoy LefiT At woog
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I 9 IIEH Aol SO AYRSD 8 AYfF-ea NSW dgfe syt
IRBAINIO e AMAET 516 ARG 972 =T AIBITN TY SETLRIT QI 3™ A
U @qit St T SAXsHfE Paperless trade IBIRE aft wors sFgsd @alsifc
foo1a Koo gl

(iii) N-37gPrs 2amsisHN (Non Intrusive Inspection)

SITBIAIN iR 8 3G RENIT HLE ISP AINHT TR Food T A
YA TOH BTGl DIEH IS @ 9 (BHH JOHIW 5 6 PO FHiIG, 22 6
ST FHAIT 972 s 6 Sai IS FINIG IRIBI A AT 0y 6 Ao I~
FIAIT (ISR FIEET BHW TBIANL IIST JOHIN b Qg

(iv) Ir3as S I<FIeRT

IR Rl IS S I I (A8 YD JoN O[T A
IO AT @ Gde @ SARDTm WG B o Sdd 8 T ARG
R P P IRFIANT IBIRAAS HIGIE A BTN O QISP Stsl (N
R AN 8 [fY TRFIEI AR TG 5T @IS 9B Fou P IBI
JEPRIEE 5164 PRI FILITY THBEWII (STSAAETD 97 HIGT SO TP @

(V) sihstetix YietioTiag fAdhst (Post Clearance Audit)

WTO Trade Facilitation Agreement (TFA) 93 #@I3i Post Clearance
Audit (PCA) ITBI@ WYRS @ JENARIN FA 0% SIS I35 @G
R 9 ATH o PCA HIIE ST I @I o5 FEH IS0t 56 It

E Fog PCA 35f5| AP PCA I8! IBAIMTG 2t 97 T WL AU
A7 BieTiN o ATeTiT T -] 26|

(Vi) ILTOITTD TP GIND (SITHD
GTToN G @IS Fo & SN 2032 QAR A R SEPaRD SHoo

BG-I ARG JLOGeTD T Q@ 97 DI BG-H ARCNY SAfo @it 512
(R, ST I 5 0, SiifeTdifo Sferiy Bt (511G 932 1T Xoelst GHg ATDPGIND
Aor0 B, -h AL HT 6B

(vii) Advance Ruling

3IfTon TeSIBAIT @ ROT TIGIT G @S AN @ Fewls wifs
FlAL GG Bie] PRI 97 DA [N AT QAT AL AHAANDIIDoIT JT No~N
SofEtstd sehid HS Code SPi R0 o AN g aiioeial Ffefe Siorg

ot



G @ET Website (bangladeshcustoms.gov.bd) a smffe amgl S
JGE @G Q2 ATt BT 99 STIPIR0 9 FeTTB SITNT DI SIS
IR AAARENL AU Dl |

(viii) E-auction SI¥&H bie]

IIBHT Al f el TeSioad A T0H TGN AT [IG oy 2 gSs
BEIT, DI 2SN RN 3 DI 28> [@IeeTy E-auction IRIeH bie] SE@I
a7 T TG T YOI AP TS (@old qeXiagd Fgw et driad
RGN F™AF Pl 1< 61|

(ix) SIBISIT TN

TAG BIET Ot omiN A Bodacd 0% SFgsd FRe @ISR Aol
SRR o [IfSA ST Temiiitid Teigoly QB3 SAg~ &by g Fdf
U 9 FPEPTIRI ST QT JMCAGTHD IR TP, ST TN AD B,
! IRBIRA 932 FIPg-2085 97 AMEANP fISH Ao IBINA %ol I
AT TSI DS TATN 932 JIATPT FIBT 97 FIRTIN, WifSPd 932
QRDIONEISTO STHHEO! il DA HILGE el S I LB SFHeol I
Bl 972 IYRIY ©Ay 3 @IHIIST Y& STOW HIGIE DIEaT AR BrIBifTof
932 FoRo! Jit Bl SIS A £fPg TR 7 Customs Modernization
& Infrastructure Develoment Project (CMID), Tt fiR51e b1 @i Hargory
ST SO (BT BIPT I IIEH 25, BBA 3 DIFHT IDSHI AIYDIIN 3
TIPS SATA afefeT 2020 9 JBIR TP (@I AR T AT | 2029 97 Hy
19 3@ 9BfSig Asian Development Bank (ADB) 93 SiIold BIbRT CTgiet
PIEHA TG, TG DIEET SWIARISH, [GT3~Te HIETH (BN 9BISH 8 0w
5 TG BrEET BHH 97 SRDISIE! fRENI/ ST ARTIGAT 2t Hl TG

(X) IIBEA IS IIFIT WiYASIPA

IR ST WSO AINIG ANTBIAIN T YT AT 932 IS TN QY NB I
T IS QAN &Py 929 Il Q@I 93 SIEI T IS IABIFNIT AHIAID
AT O AHD (@ Togo! dfofdse a@l st IS IRBIFNRT AR @I
8 DI ISR FITHIR AT orfy fig st fAfeo 2@ a3 Shga wieely
e online fefad ARG A5 FIIFT IA W@ 972 AT HoGH
SH3be 9 HiemH g3 IR It Tl
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q) sif3afoo gfals

IO RIIRIFIT I 97 St &SNS SHITON 6| (FIH AT HIATG 368
O BT SEO Q68 NN WIMoD| 9 STHE AR HIETT IoHH NRIAIE
R Q4P 3Ty AR FA@;

(i) SErEs !

@YFG @i~ (IPR) 97 IRBIRPTR BT SAFIHI G Jpstef staptraslt @a-
GOt 8 RRAINT YmHy Siol fRAISed O Biltelgl e erie~ ¢ ffd
QIR (T TP Ay AT QIS G713 FPel AN I SNFIFR T~y
HoPI AN SHIFGPSIK ANSIEO AABIAN AU P AT DB FYstHH of
ffoze I A

(i) SIS tfites orhy agiv Pizedact 8 Fief Tt

ABGIoD ST SIBET AL Sifbetol fRAT 932 ISy Feonbadd e
JIRFATIT QBN PIegedamel Tio AeE @6 R[ifsa e sk Customs
Mutual Administrative Assistance (CMAA) RSP 5o FREI SHEHst gt
PRI A0 O AW, SN 972 O AN 93 5o FHH0 @] o
43R (SfBNPIF MY BfS(6 FIHRI AWAHIY IQI DB SF4Po A4IP g
fAIfad T @sie, SO 932 SIOd A SIg6 59 & IEFT Y (DR
TN IR WM 2020 AT FPRO (X QAP ST G IRATR
T3 (ETHIHG 9 GBS S0, BN, RIS @iida (@ FRIBI6 Grd TRt
TRHEI FITFH b~ QG| B!, f[feq ot 8 segia s Jtfersy, faf~egtst a3e
GIRSTB-GIRSIES R9IP QBT Bie XN 932 5 IBANH Tioln
ST (@IS HrEas AefHE K mrid Fiel Ty 3Pg| Sl AN S Qi@

(iii) LDC Graduation 9 Jeeioet SHEes

FgAo 0 (A STV 0T SAIF R A AT Ay ISR GHta
i w3, (Tariff) gl 3o [ 9T TR @PIasioei@ sFgsd AT
R ST eifepiagead Jifrsn 5fe (PTA, FTA) IH6EA Smesst el a7 oie
IR IST LA (T TS SHely T3, JRAT A, 0%t FAGT @~y (MREIF (a3
AP Ui DA Q| CIEH@ JRATTT DIETT 0T S@UAINT 2l g
AT MR AR@| Q I IS ISR [0 KRBT @ Shory s
QIS QI S st el Biifao @fediead (Tariff rationalization) 99
Smstst et HATE| 9F3 MY A FITg R, I st qog et 32 it
g TREo! JEHPly STord A6 (@16 TR S o SR 8Fgsd oftp!

20



ATeTN PG W@

81 AIFEOoP PO fAdy, 2028 AT Fo1 GG AN
QI FToHAN

8.51 TG FEHT WG (STFSHE) Fodh AIBSifod Fraas i, 2038
a3 ga dfesiiny fRdiad Hf e@e- Customs Engaging Traditional and
New Partners with Purpose @effe “fitel FN- AT QTG/SIEaT A
TH AGA'| IRATH EEH o Hdbiie aeiioNma o7 SHEd bifewt
BT YRS 8 IogW I, 7eF 8 ST T IIIFT AMHIIGYeD
(Partnership) 715 sIts gteli| Hforstosia SJRIFRK QINT (eI WY JreeToed
PIZHT TUL PO, AT 1P, DT {PAML 8 DRRMNEL atSm6 At PrEET
QPIF, Fifie aTGro, (3B TSGR Ao, [RSA YA FRCIAR FOSH, NI~
BT FIERAES MINBIGT T FoohS, [SA TATN @M, WEHRDIID 3
IBRDIIDIR WA WP, 7B 3 POATHI AG FID BN qILE @rewif-
I TS ST, IS @iied el 9 fTstat S oty segad oftp! e
B GRIIE]

8.3 EHIfN-IIN ooy STeSipatd Jreammt SIEaT S[AAT refiniama e
A Bifont ARG PR AT HOg0 @I AFHE AOENHS oo 83Fg ot
Wl WEHN-IFIN AP GfGo TR 7%, I [RST 4 SAlRema,
SHIAG 8 MERAES S I, B % TR FIP I ST G, G 9B
9P ABDE SAely AT T SIS 2GHa HifleT ST 1 98 95 ABBEI
T (g1 QT AT 7t SISt 972 g T eIl Sbgfo BRI Bt
g | AT BB SAAN SIS 72T 0T RYIILIA SR8 W Mmifggerd
TP NN PRI FIEHOT AP FRmIes 972 qIeetived HrEent (@ISl
IS IR AR 9T TATN P (9fSf), TistiN wBSifod stertfsrot
BT (ST13pt), 3BINAANEHR QTG SAAN SRS FLBIF TR IR FIEaS
IR PP Q[T 6 I NoF STHHel JGd TG AP ST
TRIIP SAP AR A TP W R edigg DrEent [Keisl aieosia
OB T (@ISR i A5 AATRETS SHAITD @IMI5I HHIOIA FILE
T3 b6 WP @ SHsteN @HG4IT Biferdigs @i @ ISABIID afeSiag
QU -IBIN DIPT T 3 Hood AR G AN A0 J[Ll duiN BT
og| a7 F5 O 9 GRAAT AN SHOSHT T IIBAOR AL GIed NN
TR eifofde gl 83 SEE asfivRerN e [ifeq 3P BIGRS APt
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SIS HILH AT HIEHOR Frdolsid [feq Sfady wolted 6r AFS @

YT MR PR Db WBGITOD 9 HeFR MY AN HIETOR
TG @oled @ @IV TG (67 GRS Rl 83E G5 ARG~ (WTO)
e (G5 DIMCIEXN afiitrs AT AYFRHT W@ 93¢ 9 §fed [ifea [y
(measures) IRBIIA et FIEFH woift bt et~ FA@! Bet WTO a7
ST FreeTTRt HFRRFOK ALTmiiggerd oI @ifebog XfEiet Rl

8.0| gt wigGifod ifdrena sifkata Iead G stiif Afem «ad
Afofe Sifiafow amg 932 9 SAfRBEH A AT IS @ IBIOI N6 8
SNHOT AIYADII O G| 92T, NS ARSI Fgut A6, TFT FHINES
WA, TWS 3 WCE GBI, I3 SfGw @ @i BRIBIAR, §IRd A6ia Sorifh
QTG IR 8 T BIBAOR SHD AR e (Trel sHiafon siffEforo
WIBGIOD AN IIBHOR SfAD! (T AG60 D, @FN AN DIEHC
SRIDIOS (7 ARONT doiq =IEH NI Afifo0 SEd! Ao Do i

AT FIETAD O3 NgN oA [ivarsyd AeMema Ao e @l Ik
Id© R @, AL foRIGDg IANTH FEPND AT DI
DRV rofeltaial 35B, HfeTrid arstdiy ong et (FMaffS), FBistiel
8 IO WHN DA 97 5 ALHHIRg SIS getto @@l 9P3eld, [ty Sfgn
8 it TeTIHIT @EH sffe The convention on International Trade in
Endangered Species of Wild Fauna and Flora (CITES) pfe Iy
6% The World Conservation Union (IUCN) &3 5% sifdw, I 8 Sty
HRIAON FYATTDTR IRATH PEACK Ay NS Rl AYFs qiBSHHS
Jifersn 18 fifer ABEiTod Bfe 8 FNteIN IBIRNS JieaAtrt Hreas [ifeq
AMBGTIOD 7eBT @ FIPIRA [FSA MR Y N N~ A mifTg 6! S brelgl

ABSOD SIBACI o ARG @ ARAN HrEeT [Kfeq apgsd qifdsy

QAT ot @ MBIF SR AT=IP 0 RINTY 8 Fewifsreid Srards Aigsifos
TAFRN NoN Ao aimifag 8 I ol ourst, [ifes modd e Fipiie
QS fPIAD ST Bfe AIEATBAT 3 IR AT DI TIPS BPgcf
QI T ST SfHbT AeN I Bl FgiAo (74 36 SIS (M FSATSR
ST AT FIETT BrifTw SIS 8 TN SCNI ALK IIFH
BT g1 9 ACH IR HIEE FIBIRA AE Fgeiery 8 [eisia 7w 972
oA SAg~ erariihig Jifchon wrefinig (edd SR N~ Fist HIIdd areimifag o
Qrettal
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Q. OSTNL3Td

SRR (BHR SATN ehwmtat (SDG), 202 AET HIL FGIAS (74 316 SATNAA
ot AT That, 200 T HEL FLH AT MeT FotE, 2085 A Hgy 916
TA® (M SAf30 23T o1 WG DO el FIDIRL QNI W 3 7B A
Ao P, REfFo IRATH FREACK TTRIAEET 7eH 8 WYRDRIN Tol
S| S5 WG 8 AT AWEH 8 NN ALHGAmA A5 ofet el
I FRITeIH 8 RNt I A6 Jteaent AN Aoy Say,
SfifFo 8 % SRR TRF, SA0 YET>A IO ST JHMT SETea
TG SIS SAIN PEYo! et TS it 9 i Iogq Ao
SR SISRITAD SIZET A8 Hfofdo o, Tt SFIAMBE 9B orhd SHAIST
YA D e TSR BPgsicl AW IIUTS I BIZEHD T DE
9|

U



JIREH POITHA AL Tifg ol I I IR AP W I6rg ATl
QPP FHeTd AfS 7 @ (Level Playing Field) steye oy figa
RPIID gIfI® PITR AT G Fos (R H HalTo! DT WD [ (D
QFIEIPd, SR 2lfp 93 I RIS T Safgst (PIAT sicls aramif~
Nt 27 of (50 I18 FIEAT FYITHI WY IOHH VG-I 27 3 (Tariff)
AT BT IR SHB G ITF 3 RAYTAI (SFHIAG NN @Q<lg S 3
IS I B IIEE [RSIUIT 3Fg Woltod gy Q! I8 Ik (gl

A IS AMIY FFEET [FSIE Aisid 8 IggA bist 7Y FA© I IS
I LFOI WS AL (0T (FORIT WIIN-DIFA HINIG S0l Y2 DI BeA
JIBHT POTHS I JIHI T T PG BISAT ufetedifity 3 el
ISP SATH T W AN, IS SHADAIT et 932 SAfSifsrorgerd
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feg fore AP T AAHITRBIID5 6 15 YIS R0 STl 36b1 93 73
fIsdogd ol ST QS GHg aifHo e JfE a1

AT BGHTA I Jo75 fRefiaet (Assessable Value) asifzi| @t arrimad
e ST QGBI AN GHla Je S (Ad Valorem) B, amiy 31 21 93
FeTs R SIBET SO 972 WAHINBIABI T G MGDIET| ST et
stcy-ger fNidnet BDV (Brussels Definition of Value) 3zl 34t 2ot {53
SO ST IGT T 972 IBHA BT IBIGIS FIHIT FW 2000 A
JieeTitt GATT efoe [Ifveg §em (Transaction Value) 829 $@l

VG IITFH o167 JIOTT Jety (QAF GATT SR IR SEI HL
AT B, FeRI I SHITS Mifero sEg| GATT SHERXA I3t I JioTers
SR 99 (617 AIYPo Fog 92 AR I Fipol SR I FHIw
4IFAt (TSI 9F IF T W IBJ SeII Gt (AT oo 31 ABIRBITE
HelII~ Bl ol B T 9P NN RANHT @5 @BIAT stoly S JiewE| 6N
sty I 3o aT6et 3 (iteT oY~ gt g Jrena Sifatst It BF 271 (73
SN AEF Fels At iy A7, Afofvge s~

JIREA POITHI AYIN HIfTg A I IFHI AIROT TIDIEL NI IS @i
AHPTMY FHI S 7 @vned (Level Playing Field) sty orftg figa
AP Geifo ST AN IS FeoTs fRret SrTor ST, AND [ (D
QFERA, AT 2D 972 AME RIS G5 QEIPFA (DI ATy el
T 37 ©f <60 I13 T FoSITH HIfgl IOHW VG-I 2id 317 (Tariff)
AT BT IR TP G I 3 YA (HFIHHB AN QMG S48
JifeST I B T RSB BFg Woltod gy @il IS Ik (TRE!

AT IGT AW FIBHT SIS eiS 3 IggW it gy Ir© 21 I2fo~g
I Fod TSI AT (04 (FORIY NN -PIYN HINIG SITol Y3 P Det
JIBAT FONHD IS I G5 ST AFPSIE BN ufeAetiih @ g
I ATH HI© R WD, IS SHIFBAAT e 972 SfSrifrorgern
feg o AP T AAHITRBIID5 6 15 Y R0 SeTei 36b1 93 73
fIsdogd eadol ST QS GHg aifHEo e 38 21

T BGHIA IR FoTs fRefiact (Assessable Value) @sifzh| @t @ntaimg
T ST QGBI ANI GHLg Jend &I (Ad Valorem) B, «iviy i 21 93

€



T A ST FosiTH 992 ATHIRBIADI T4 Y HLBIE| SAH JIeATed
sic-gen fysfianet BDV (Brussels Definition of Value) 33z 34t gtot| {53
STt JIfTST IGHT BT 93 IBHN [EHI IBIONS TP I 2000 NE
JreeTiot GATT 2foe Ifveg §e (Transaction Value) 29 Sl

TGN IITFH 5160 J0OTT Jet (S GATT S IR SEI HL
Y B, FHRE [Q16 7o~ ifeo | GATT SN I8! - JieTes
SR 99 (617 AIYPo Foy 932 SRSt I Fipo! SR I Fiawa
it (TSI 9P IB M W IBJ SeII Gt (AT 0w 31 BRI
FeNRIA B ot IO I 9P NN RNTR @5 @SIAT stely AR T A5
sty IV e aTbet I (it 9N gut g Jrena sifFatst It BF 201 (73
NI @S §ets It wie R, Afofge sfias~iet| SrRa B, ARSI Ty
T YeBig~ Il 27 ©f MgiAde Jififond Foa~ @S feaodl 93 GHa (@ol 3
fRterord ST =5 gl 20T SIS ATS - IBAT FONH| DIBH FOATHD 953
HIRWCS FH8 (NG A6 T3 I 37 Mo of WIS 932 IS IS
el 2o

PIAT AN G BIPIT A 9BT6 FJ/NANI TiF I o S of 7 I
fNefa T 9Bt stofy [pet ATCIEHD NN Fems/wid AT I [ FIRK 916 HHf©
Tt 9Hf6 IF WA FHATE Feiy fRhstet FIF LY S Apl

Jend NeCIfe® 51eWI (Amended Definition of Value):

TG, WA, d5>0d 97 2¢ LI AL Fena 512w @ @iz (Finance Act),
Sodq G IO~ It Al

MREEe BF ARA ¢ 97T I AMG- @ @R QiEwiy ALt IgiPo
NN FoTs w3 i 306 @1 9t Fely/wid Mo 93 sty WAt 9 LRI sty
FrelfAPeI[ ey D1 27 WA RS T 1T 27 QT AiFGiiop e
(g QI It IFIT B T (BT ReifTe o7 8 B sty 7312 St |
OIRlul (@of 8 [RTPold IR [T Fief D N WA 9 AR 972 Feli/md8
fRPrIa WA (AT G A1t 97 95ata ey [y 932 arawifRpo A 6%ia
FeTs RSttt (@si Nifo e wiitg (Teie 40 3[|

Y



QITETETd Qd NePNfE® ST (Transaction Value Define):

GATT-5»58 QI &0 Jelh (Actual Value) 9573 aFfo §eh, TMe @ie~
Jo0 (o BN 8 oW AHRPS i [T fAfGHH sty [Tpg It a7
W TSI T S I I 37 932 ©f 751w o7 i eifsrtfrorgeas
Jififens Irdem|

W AR, dPo gz [NET geli T pfe® (Agreement) JeSEiie @Rl
PO B @ FreTs/ATd A ARHINDID (e I Gy sAfaedifeo g @it
SAFCALRIsT @1fie (ol fNDB SPosit TS it LTl Fei2 ot
RIPTI ISAIIES @16 Aefis QT Aoty Ft Q@ 98N @16 Feisl 0T ATHI
RSB (Pol oD ArTHINPO sty [Py Bt T Ko F1f I Bl sifqedry
Bl W A 3 9894 ~¥I 961 LC (Letter of Credit)@dt @iteiibT ANHATS
TfeTteTd ST o A 932 HoHF S (T (PINTSIE 2O | IS GIRGPHN
G BG, el [T BT 1 AT~ T AP0 AGE AIe G0 QA SHfqeigrisy
Jenid Sf3 2t S 932 (@ol Fod M0 U6 3 SAWRPO CRID STHIY I
@G S| SToIsifod aBSIToD IS (Ha (@ol-Rieot TR AP QNI
RTID 1L AN |

TR O ANMATS QRPN GRS Jehs szt HT T8

(P) @0l T AT INAR DIT LT AHTE A | O AIDII POHH
SN (STHeTD SHNRT SN RPE Ty Sifis Fo S|

() T N fT7 It gehs Reiact 98 (@It sty It A AT 2@ i 7
TS & ST ety fRiadt 7ea i 231

() sIT0T JRRTTI @R Qo FAGR AL, (Fot Fod Ad IR
QAT QI I, fons [Pt ARHSQ TP I IR Ko
AP0 AFTS S A, T At 7 (Cost) 932 ORA (Service) AfFTSIE
fRwstct FHat

() @ot 8 RTTola ML (BT T5F F3

(%) AU ot 3 [Fold A&y 715 i, R 6He a<g Ay
e g @, TR i/ uiw el Yohs RN, qAdt 94N &GN
AHINDIID O RS TSIt ger~t S G @ @ifFo Jo1 Reg

i Fremg YR Iedife:
(i) Rewa aifer @t 953t SN (@NmA Fels TP (Fold RHo
[FEREI R

(i) afen fHeat 9Pt AT AR/ RIS ety

2q



93T QAN G JIdTe §ens it s Bw sifdmiaste 3@ smitioe s,
Y 93 ORI (Service) THIY Fdt 932 K@t T ITSII o7t Fl, T® 67 3
(@ol 7= T>IFo T 9Fst eaig (Comparison) S @IAT [Py §ehs
(Substitute) sgetlsf 3@

=51fSe IS (Persons Related):

IS TIFo §H @ @Ieraig i :

() SRt AP AR IRAII PO AAJ ARG 2~

() ST I @M -FPo @il

(5t) St fReatsimot 932 BIpfISIat

(9) @ @A AP doms QA ARRFSIER ¢% @A ok @ Outstanding
Voting Stock et <RIIF 4id Jie et g S @At Afgpi
I

(®) ST IFGH AT oR% QT AFIFSIE fATFd Il

() Sitia Tex2 sfons 5231 AEAFSIR pory Afe Fidt fAafge 2

(2) SHT 9Ta &oTF Fe ARSI GOl A RIfEo Il

(1) SIT 933 SN 03T

93 T Q5 FE NTFT IR @ 411 TR I AR I ARNsToel Bt
sfgpieistesi@ (Operationally) s Sfa@fie (Later) Jfe gt emiv @Rt
fRTAIRT 1R ol AT el Tt 9P QHE I 9FSIR TR Y/ ARwiaf
T 9T QAKI 9PTa AfofNfY AT 9Pl IS WAt 9FHIg Bioutet (Sole
Concessionaire) oI 7>iFo 4dt @I e IeTe Ak~ ISP (Legal
Person) @ 3@

ol 3@5 HIJIIRPO (1]l 3 BAGIF AT HAFH
(Adjustment of Cost Incurred & Service Supplied by Buyer):

YN 9P ARSI oS [@if¥o (Transaction Value © R
RETBE TGS 1 AP 0K [gro! OB TopP I 27 ©f FeAd S @5t
09 QI
() I (2hT) 932 wietett (FT DI~ Afoo)|
(¥) B, Soweds (Customs purposes) Rfoe 2T Mg 4iqd
(Container) w1

{4



(1) SHIfPR T3, AT TR (1P QAT AT T2 @ID|

a991o! fAT fAgPTER AT Jretd T (@ ist 3 :
() T, THMIN, TAIH 3 WA WG Il WEHINPS AT ST L
(<) TsHfs, TPV, @IS 3 WIHS ARG I AEHNPo fqf SeAm
JIqRIT T N
(o) QAR AT SRAMN 20 IHYR 9L
() QEHIAPE NNT SesHN AWSNT IB @EN- S, SATA,
FeAIRE, NP, AIPGNT 932 NP FIST 3lte T w5l

(@Ol TP AIM [P AWFSIR WM 8 AT 5 SHfIrdty It Se~
T O (@ AT Jehy ABEH 2, 07 A A /s ABES DA |

QHRPS NN 70! (@ @I - RFT I QLGP I AT Al IR
Il FIMT WA SRF SR [0t AN 2T 0| of @If¥o Jend AN I& |
QEHIRPE NI QI 5hed Y A0 (@IS Feh «FGe Al AP O f3 (@it
PO A

QARG T 3 BN 43R YO G5 BT ST 8 BN ArHif~po el
fIey 5t e oy S8 fARferfis REgsE! a8gs a-s
() @rEmiiN B (Place of Importation) @iEwiiNpo AT Siot @At
St Iw
(¥) IV QT QAN I @iEwifige had sifiiqemd A Sifss I,
LTI 9IR @IATZDAT F03i0 T TP AN
(o) T T, (@A SISt Bt e IR fRstoleisty N CT6%ta sl FOB
(Freight On Board) §eTid 0% 49 @1 [@IARBFI, YD
a3 IHAIPGN fg@e~ (Handling Charge) FOB (Freight On
Board) geT+SiGt+siaid Tt 57 97 8% 46 | A sty anremtfyg
GH1a @ I~ 7 FRAstIrisly 93t I @i stelig FOB §ienid
0% AfoPH AW |

SIAH1 3 BIGHEHNA =Haol (Power to Examine & Enquire):
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U (Fot- @t T AP FUAH B, FHDO! [@NTN JoT oo ATLHoI
ﬁmﬁ%mm—mﬂwaqw fofR (B FHP!) ATMIRIIIDD
ATIGNIT AfdPog oATifi FIE AT JRAT st I oo 2@l 92 sifefiso
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ABSTRACT

This scientific review, through a historical narrative, aims to look at why
institutional responses look inadequate to contain 'dirty money’ that is
raised and circulated by the unofficial and informal side of the economy; how
institutions challenge themselves to respond to the social costs produced
by it; and what institutional responses should look ideal to resolve the dirty
money debate.

'This scientific review is inspired by the forthcoming collaborative publication by the authors.
?Author: S.M. Humayun Kabir, S.M., PhD., works for the National Board of Revenue, Bangladesh, as a member

of the board. Interest area of research: Global governance, peace and security, and international trade. Contact:
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WHY THIS REVIEW?

The single most debated contemporary topic in the policy world, and evento a
greater extent in the academia, looks like how to maintain handsome currency
reserve to pay for our necessary import before issues with the current account
and paymentbalance becomeapublicconcern. Said that, we openand maintain
discourse on how to encourage the official influx and contain unofficial efflux
of currencies. Among other sources of currencies, encouraging wage earners
and exporters to move them through official channel looks a little easier as
these groups of economic entities have stake in our country. Containing the
unofficial outbound flow of currency, however, looks more challenging as this
movement is often reported to be carried out by the unofficial, unobservable,
underground, or the informal side of the economy, —the part of the economy
which is often connected to organized crime—, which is often abused to hide
and wash the proceeds from crime, ‘dirty money’ 3

For tax regimes, these underground or informal economic entities usually
do not pay taxes and pose difficult policy challenges including achieving and
maintaining a double-digit tax-GDP ratio. While the exact size of our informal
economy is not yet precisely known, we can assume the size from the estimate
of informal labor working in both formal and informal sectors. As the size of
informal labor was 87% in 2017,* intuitively, it was likely that the total size of
our informal sector® would not be far lower than this estimate. Even if the
total size of the sector was around 50%, then bringing these unofficial informal
activities to the official mainstream would have taken our $43 billion economy

3Citing Cuddington (1986), FSF (FSB) (2000), and Rider (1996), Ekwueme (2020) has put forward that ‘dirty
money is money, or other form of wealth that is derived from a crime or other wrong. Ejike has brought examples
of ‘clean’, grey' and 'hot” money along with, and has claimed that ‘clean money’ is legitimately earned, whereas
'grey money' comes from tax evasion by circumventing tax codes and 'hot money" is generated from short term
but volatile financial flows of clean, grey and 'dirty money’ that are stimulated by adverse changes in economic,
social, and political conditions, has very strong potential to contribute to financial crisis.

“Informal sector of the economy comprises informal firms (trading or business), and informal labors both
(See Chen 2012), and occupies 30% to 50% of any economy (See Schneider et al. 2010), of which, informal
trading occupies a significant share (See Dongala 1993). 86.2% of total labor force in Bangladesh was employed
informally in 2017 (See Mustafizur, Debapriya, and Al-Hasan 2018), and it was growing, as has been reported
by Amin and Sultana (2013), at a rate of 6.78% in the 2010s.

°Informal labor and informal firms both.
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to $100 billion mark. Presumably then, this $100 billion economy would have
left us with an enduring double-digit tax-GDP ratio and enabled us to channel
more money to achieve more inclusive and robust growth and social progress.

With these two issues surrounding the unofficial informal economy as
statistically significant and robust correlate of supply of currencies and of tax
money in mind,® atax policy practitioner may ponder how then to mitigate the
policy challenges posed by it. To satisfy this quest, this review has probed into
another equation, 'the institutional correlates of unofficial informal economy’,
- the most understudied but demanding area playing role behind the term
‘informality’ -;” and has tried to look at some ways forward that might help
policy entrepreneurs to work for better advocacy to resolve the problem and
improve reserve and revenue situation.

WHY DIRTY MONEY, PRODUCED IN THE INFORMAL SIDE OF THE
ECONOMY, IS FELT AS AN INSTITUTIONAL CHALLENGE?

Informality or informal economic activities that handle dirty money are
felt as a challenge in the taxation regime, among other policy domains, as
these activities are not always visible and cannot be captured in the national
accounting framework for multifaceted but interdependent factors.®® To what
extent these activities may look informal depends on the degree of intention
of the economic entities to depart from the regulations, such as fiscal, trade
and labor policies.” As this degree of intention varies, the boundary between
informal or unofficial, and formal or official economy looks somewhat blurred

®Scientific evidence behind this claim is elaborated elsewhere in this document.
7 As have been rightly felt by Mustafizur, Debapriya, and Al-Hasan (2018).
& See Feige 2016 for classification and detail examples of unobserved unofficial informal economy.

? Although not always visible, the movement informal economic entities can be palpated only when they
swap between both ends of nexus of formal-informal firms. For example, these entities don't pay taxes and
employment benefits to workers when they stay in the underground; but pay some tax when they behave like
or stay connected to formal firms as backward linkage in the supply-chain. Tax avoiding behaviors, however,
are more noticeable when they are connected to formal firms doing international trade. They at times, for
reasons as illustrated later, are pulled by, and go totally invisible in, the black markets, and carry or trade illegal
or prohibited goods and the proceeds, ‘dirty money' in order to serve clandestine economic and political
purposes of organized criminals and terrorists for handsome payments (See Cantens 2012; Cantens, Robert,
and Raballand 2015; Dongala 1993; and FATF 2010).
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making the term of ‘informal economy’ a plural concept." This plurality pose
policy challenges to spot them timely and effectively and act upon in proper
ways.

The policy challenge becomes difficult to solve when institutions themselves
look like influential correlate of informality and increases the plurality of the
term. For example, informality is perceived as a social norm for those locations
who cannot afford to stay formal (See Tanzi 2002); while in other locations it is
seen as an unwelcome, if notinevitable, bi-product of the rapidly transforming
liberalized economies; yet in some locations, as a reactionary bi-product of
inadequate institutional response to the deficiencies that these transforming
markets forces leave behind (See Chen 2012).? To elaborate, in competitive
globalized markets, if the way tax is delivered, on top of the labor cost, is felt
as extra burden and as one of the major drivers of profit, micro economic
entities go underground. For example, Friedman et al. (2000) have felt that
entrepreneurs go underground not to avoid official taxes, but to reduce the
burden of bureaucratic overregulation and corruption. OECD (2010) has
supported this evidence and suggested that administrative fairness and
justice in the tax regimes affects behavioral compliance of the taxpayers.
Taken altogether, later, Ceyhun and Mario (2012); and Bruhn and McKenzie

"®When departure from formalities is seen as extralegal or underground, the economic entities are grouped
in the term ‘informal economy’ by the economists; while the criminologists try to group these underground
activities together with the illegal or criminal activities, —that are prohibited by the criminal laws—, under same
the term (See Ponsaers, Shapland, and Williams 2008 for details).

" Motive behind becoming informal differs according to the felt strength of state regulation involved in
internalizing its impact. This motive is ‘intentional’, as the structuralists and legalists view it, when entities
evade or avoid tax to offset high transaction cost, or when they may want to make massive profit from carrying
prohibited goods. In this situation, ‘opportunity’ drives the intention. The motive is however, 'refusal’ as the
voluntarists sees it, when entities don't want to pay more than what the tax codes require them to pay when
they are encountered with corruption practices. In such situation, pure 'choice’ drives the refusal motive. And as
the dualist view it, the motive is 'survival’ when micro entities cannot live without it, which means, the doctrine of
'necessity’ drives the survival motive (See Cantens, Robert and Raballand 2015 for detail).

2 Informal economic activities, in other words, ‘informality’ are undertaken by entities, who by choice, or for
unavoidable reasons, stay informal primarily with an objective to reduce costs of doing business in locations
where regulations are perceived as stringent, complex, and or not affordable to comply; while in some locations,
they stay informal with a view to simply avoiding tax liability and the share of the economic surplus that is due
to the input factor market and to the nature; and still in other locations, to hide illegal or prohibited activities
that produce massive amount of dirty money and corrupt asset as not doing so would enhance chance of being
caught, confiscated and punished.
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(2014) have claimed that tax policies affect the size of informal sector.”>' In
competitive markets, thus, tax for economic entities should turn into a matter
of enthusiasm to stay in formal if tax is not felt as extra burden because the
institutional governance framework is felt as just and fair, (See Aguila 2009,
p.233, Table 8.6; and Friedman et al 2000).

The plurality of the concept becomes even more difficult when informality
is connected to crime and ‘dirty money’. To illustrate, the criminological
potential of informality is accentuated, when to survive, the informal sector
has to stay in and suck nourishment from a strong nexus of organized crime,
morally weakened legitimate institutions, organizations, designated persons
and professions, and even the states (See Cantens 2012; Cantens, Robert,
and Raballand 2015; Dongala 1993)." Thus it may look like one of the policy
challenges to resolve informality and thus dirty money is the institution itself.
We shall try to investigate how institutions challenge themselves in containing
dirty money in more detail.

HOW DO INSTITUTIONS CHALLENGE THEMSELVES TO
RESPOND TO DIRTY MONEY?
—A POST-WAR HISTORICAL NARRATIVE.

The answer may look hidden in how well the institutions did in responding to
post-war market trends. Centuries long traditional informal firming activities
(See ILO 1972), as Portes, Castells and Benton (1989), and Meagher (2013)
have seenit, has been transforming, and flourishing since post-second world-

"3This paper has shown that the positive association correlation between tax rates and the size of the informal
sector can again be explained by differences in public trust in governments.

14 After running 368 reforms in 149 economies for ten years under the Doing Business Project, the World Bank
paradoxically found that most businesses, particularly vast numbers of small firms, in most developing countries
remain informal. The authors have found that overregulation increases cost of doing business of some firms and
pushes them to go underground, while some firms after calculating private benefit-cost would chose to stay
informal if formalization doesn't mean extra benefit, and the subsistent own account individuals would never
become formal because they cannot afford to stay formal and pay tax.

>To mention, strong Mexican drug cartels compelled the state on one occasion to ignore extradition treaty with
the US, and while in another, to release of captured son of EL Chapo, the drug lord of Sinaloa Cartel (See the
Guardian 2019) (for more detail, see ABC News in Alleged Mexican drug trafficker tied to Sinaloa cartel indicted
on fentanyl charges - ABC News (go.com); and in Drug lord Joaquin 'El Chapo’ Guzman found guilty on all 10
charges - ABC News (go.com)).
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war and post-colonial capitalism started taking new height and since when
technologically advanced industrial global-north started liberalizing and
globalizing. Economic globalization, however, was expected to spread the
notion of liberal democracy to international communities through establishing
strong economic ties. The goal was to contain threats of pre-war offensive
realism, and to secure global peace and security (See Ferguson 2012; and
Krapi 2015 for detail). But, globalization, - on top of its plausible and viable
economic opportunities -, posed difficult to resolve challenges through three
somewhat distinct but overlapping phenomena, particularly for economically
backward, but liberal developing and transition economies (see Chen 2012;
and lkenberry 2018 for more details).

First, although thought it would, but post-war industrialization in some
geographic locations never brought prosperity through diffusion of
technologies (See "Lewis Turning Point” in Lewis 1954); rather, as Chen
(2012) has observed, behavioral transformation in the liberal open markets
provoked the growth in informal economy as a biproduct. To illustrate, after
the Second World War up to the 1970s, markets in technologically modern
global-north became saturated and highly competitive. Eventually, formal
price taker firms with dwindling profit, to survive and stay in the markets,
undertook two strategies. First, they invested in cost-saving technological
know-how and processes in production and distribution to compete on
costs. And second, they started looking for low-cost new markets in different
global locations and, eventually liberalization of production, finance and trade
began. Both strategic moves looked like displaced labor and small firms from
the supply chain. To elaborate more, large formal firms, —with a view to save
labor cost from unpaid employment benefits while at the same time, to avoid
pressure of powerful organized labor unions, and stringentlabor regulations—,
started transforming mass production into technology-driven and small-scale
specialized production; subcontracting local input factor markets; and breaking
full-time jobs into part-time and casual jobs. As a result, micro entities were
gradually pushed to the margin, if not, excluded from the mainstream economy
because of capacity constraints.'®'” This way in the 1980s, micro entities, as
has been described by Meagher (2013), were made subordinated to, and left
at the mercy of the large formal firms for livelihood by serving them as vehicle
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for cheap labor at low wage, and material at low price.”® In the 1990s, large
firms, with a view to compete globally, started outsourcing production and
services. This move ended with widespread job-loss, and underemployment
in local markets. Small firms could not transform to become big, and absorb
the displaced labor force, because they could not access local and global
markets in presence of capacity constraints. The displaced labors, —who
could not afford to stay unemployed in absence of unemployment insurance
or job loss compensation and in times of soaring inflation or public service
cutbacks—, tried to find jobs or created jobs in the informal sector, as has been
narrated by Chen 2012." The Structuralist school, led by Moser (1978), thus,
have seen the ‘informal sector’ as subordinated to, and serving as vehicle for
the large and capitalist firms. This way, dichotomizing market forces, —layered
in the liberalization and economic globalization process—, generated space
for informal economy to hide and move massive dirty money generated from
the underground prohibited criminal activities. This space has been stayed as
unresolved “endogenous shortcomings” of the liberalized markets and as a
major policy challenge (See Rodrik 1997; and Standing 1999).

Second, optimism about global peace and prosperity, however, became
volatile and inadequate because institutional response to these unwanted
shortcomings looked inadequate. For example, stringent labor policies
in transforming post-war open markets gradually pushed marginal

"¢ Dualist school of thoughts led by Hart 1973; ILO 1972, Sethuraman 1976; and Tokman 1984 have viewed
the informal sector as existed as a distinct set of self-employed small firms and own account labor, who could
not afford to acquire knowledge and skills required to get absorbed in and to extract structural opportunities
from evolving technology and capital-driven flourishing markets. Thus, they could not establish link to, and
were excluded from the formal sector. The school recommends that the government should offer basic
infrastructure, credit, and social services to this marginal informal sector as they provide income and social
safety net in times of economic crisis.

7 Small scale firm owners and underemployed marginal workers are grouped in the term micro entities in these
texts

"8 The structuralist school have argued that governments should regulate both commercial and employment
relationships between the two sectors, although there are competing views, as described elsewhere later in
this document.

% Lee (1998) and Tokman (1984) for example, have put forward that Latin American and Asian economic crisis

in the 1980s and in the 1990s pushed transitional economies, —with low comparative catch-up potential-, like
in South Africa and former Soviet bloc, to shred millions of formal jobs.
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microenterprises to swap between informal and formal sector because they
could not afford to comply with costly overregulation (structuralist school of
thoughts; see Chen 2012).%° And, these marginal firms were further pushed
to illegal sector or black economy in locations where state policies went
further strong with a view to contain or formalize informality (legalist school
of thoughts; see Chen 2012; and de Soto 1989, and 2000).?' To expound a
little deeper, structuralist school led by Moser (1978), and Portes, Castells
and Benton (1989), have seen informality in light of pareto inefficient or
sub-optimal regulatory environment that, —through unintended policy
outcomes—, encourages imperfect supply-chain dynamics. For example, in
imperfectly competitive fragmented markets, when sub-optimal or inefficient
policy pushes small firms to the margin, everyone does not pay equitable price
(tax) for public goods and for input-factors where both informal and formal,
and big and small firms share from the same potential industry earning,
and where informal and formal labor both share wage packets from same
sources. Such imperfect supply-chain dynamics, thus, are not likely, —at least
intuitively—, to produce necessary and sufficient information that are needed
for policies to allocate equal rule for everyone, —the premise that Adam Smith
have called the nation-states upon to act upon and ensure social justice (See
too: Chen 2012; Smith, 1846; and Sullivan and Smith 2011). Policies made
within such institutional constraints, if not within vacuum, suffer moral hazard
for who, and what to regulate. Thus, likelihood of adverse selection — , where
deserving economic agents are likely to be ruled out —, increases with sub-
optimal and if not, inefficient policy instruments. One of the drivers of such
inefficient or sub-optimal outcomes are 'high cost of doing business' for firms
who still want to pay tax and benefits to labors, —a caution that Coase (1968)

% They were likely to stay underground when they could avoid tax, and to become formal and pay some tax
when they could stay connected as backward linkage to big enough formal firms who were still competing in the
markets (see: Cantens 2012; Cantens, Robert, and Raballand 2015).

' The Legalist school led by de Soto have argued that 'flawed institutions” and 'bad governance' full of costly
and counterproductive bureaucratic structure drives 'informality’, where mercantilist capitalist class bargains
and wins the rule of the game, and the brave micro-entities deliberately choose to operate informally as rational
response to over-regulation (See de Soto 1989; 2000). This school has advocated for the need for simplified
bureaucracy to recognize the productive potential of marginal poor, and to allow their locked dead assets to
transform into real productive capital
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has pursued with (See also: Aguila, 2009, p. 226-233, for detail).?? When
legitimate economic entities, thus, are misunderstood and ruled out by such
'myopic’ policies, marginal formal firms react (see OECD 2010 for examples
andinstances); become non- or partially compliant; take chance to go informal
and underground; and stay underground with a view to avert opportunity
cost of not being formal knowing that this would increase likelihood of being
caught. Within such dub-optimal or inefficient policy environment, win-win
between big and small, and formal and informal firms is lost (See also, Bruhn
and McKenzie 2014; and Geiger and Wuensch 2007). Mafias who run criminal
economy, look for locations with such sub-optimal or lax policy environment,
and pull and abuse marginal informal micro-entities for accomplishing their
clandestine economic and political goals (see Chen 2012; and de Soto 1989;
2000).%

Third, recognizing the unintended consequences of institutional responses as
above, welfare states flourished with transformed social policies, particularly
in the industrial-north, in order to accommodate displaced underemployed
and unemployed population with wage packets obtained from billions of new
foreign money earned from international markets (See Kurland 2004 for
detail); while in some developing and transition economies, responses stayed
as social safety-net or similar programs; still in other backward economies,
tariffs were raised to protect local markets, however, these nation-states
could not sustain the pressure of global governance and oversight on
international trade by supranational bodies like WTO. Thus, these locations
were left somewhat unprotected (See Chen 2012 for some details). These

22 Citing empirical evidence, Aguila, (2009) has argued that public or social trust on the effectiveness (fairness)
of tax administration explain social norms conducive to complying with tax regulations. Countries with high
informality tend to be those where the social norm is not conducive. To illustrate, willingness to pay taxes by
staying formal depends on "supply factors" like how economic surplus are distributed, and “demand factors”,
~like quality of institutions and governance, such as how corruption is controlled, and to what extent voice
is nurtured and the bureaucracy feel accountable, etc.—, have profound impact on citizens' tax effort. OECD
(2010, p.6) has described these institutional qualities as distributive, procedural, and retributive fairness in
administrations that drives tax compliance behavior.

# There are instances where these mafias build schools, hospitals, and houses; and raise soccer teams and
clubs in order to win powerful public support to become elected as public representatives, and to run a parallel
economy by abusing the marginal poor. Columbian drug lord Pablo Escobar’s philanthropic activities enabled
him to buy "robin hood' name, and he eventually become elected in the national congress in 1982 (see: Amy,
N.d).
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relatively unprotected backward economies, as an alternative, started tapping
opportunities offered by financialization; however, attracting finance for
rebuilding economies brought challenges of toxic assets too. To elaborate,
in response to financialization, proceeds of organized crime, in other words,
‘dirty money’ and its derivatives, —mixed with legitimate finance and capital—-,
started flowing through international trade and as capital flight by exploiting
weaknesses in financial and trading regimes, and through other cross border
pathways. These regimes constrained by limited institutional capacity, thus,
started feeling inadequate, if not helpless, to spot these dirty assets, and to
act upon those who move them across the borders (See FATF 2006; 2010).
Transition economies with import-led growth strategies at times, could not
afford to exert too much administrative pressure on these illegitimate trade
carried on by informal traders with a fear that this action would push them
deeper into ‘exogenous’ illegal or black economy which is run, parallel to
official formal economy, by organized criminals and terrorists (See Cantens
2012; de Soto 1989; and 2000; and Feige 2016 for details). Thus, inadequate
global governance over the international trade and financialization* process
increased the criminological potential of informal economy (See FATF 2006;
2008;2010;Haminetal. 2016; Meagher 2013; Sullivanand Smith 2011; Tupman
2015; and UNODC 2011). Cantens, Robert, and Raballand (2015) have put
forward that national economies, who do not have adequate resilience to stop
the illicit financial flow as above, sometimes attach legitimacy to informality
for two reasons. First, they attach ‘economic legitimacy' to under-supervised
informal firms in a sense that global capital flow provides investment capital.
Second, they attach ‘political legitimacy' to lax supervision with arguments that
they are promoting liberalization and globalization. Therefore, and intuitively,
somewhat helpless pull-push dynamics out of capacity constraints, and a
fear arising from competing global governance issues, and national interests
generated 'regulatory arbitrage’,” which is thought to encourage production
and distribution of dirty money in liberalized economies.

%A key concept of economic globalization and includes capital flow and trade-in assets (currencies and stocks)

% Organized interests took advantage of differing policy views around the globe and located most of their
investment activities in locations with lax regulation (See Sulivan and Smith 2011). Criminals used these
opportunities to hide in the investment capital and operate with ease to integrate their dirty money as white
assets.
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Thus, institutions challenged themselves to contain dirty money in transforming
post-war industrial north-west, with excessive, or strong regulation; while
in backward, developing, and transitional economies by being the target of
helpless pull-push dynamic between competing global political diplomacy and
weak to defend national interests.

HOW DIRTY MONEY FREEZE INSTITUTIONS' MORAL STANDING
TO BECOME RESILIENT AND FIGHT IT?

Path dependent and risk averse institutions cannot come out of overregulation
that, knowingly or unknowingly, play role in amplifying the criminological
potential of informality, and in producing and circulating dirty money. In his
book, The Other Path - The Economic Answer to Terrorism, post-scarcity,
and post-Keynesian neoliberal economist de Soto (1989) has argued that
informality cannot flourish, and terrorism cannot expand if needy and out-
of-national-accounting-network marginal economic entities can access
institutions at affordable cost in the national context. The author has put
forward further that these micro-entities cannot burrow against their non-
negotiable and non-transferrable unregistered land, home, and businesses
as accessing productive capital through complex-to-comply bureaucratic
overregulation to start new business, create wealth, and contribute to the
economy is felt costly. Thus $9.3 trillion of the unregistered assets of these
underground micro entities are locked as ‘dead capital’ (see Reuters Business
News 2016).° He has seen remedy to informality in freeing up this locked
capital by clearly defined, allocated, and enforced property rights. Such a just
and fair regulatory framework is felt as conducive to create a level playing field
so that these micro entities can afford to access funds and necessary skills to
access what premium the tech-driven modern flourishing market has to offer,
and to move from the underground, illegal and black-market economy to the
mainstream. Thus, ajustand fair institutional response to informality may foster

% Hernando de Soto, an economist of the GATT and WTO, the second most important think tank of the
world (the Economist), and a leading innovator of the 20th (Time) influenced Peruvian economy to shift from
Keynesian to neoliberal economy, and managed to get 1.2 million families out of the black market by way of
ensuring them the title for their property by a unique administrative approach designed by his Institute for
Liberty and Democracy (ILD). This administrative approach later influenced the World Bank, USAID, and IDB)
to help dozens of countries including Egypt, Philippines, Honduras and Tanzania to come out of unblessed
underground and illegal economies.
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transition, developing and emerging economies to graduate from Keynesian
to neoliberal strong market economy. A decade later, in his famous book, The
Mystery of Capital: Why Capitalism Triumphs in the West and Fails Everywhere
Else, the author has strengthened his previous claim that overregulation that
exists in flawed governance structure surrounding biased institution that
nurture favored constituencies drives 'informality’ (See de Soto 2000). The
author has also argued that the myth that cultural difference between the
west and the rest of the world is responsible for failure of capitalism does not
hold true. Rather, that this myth as a misgiving and a label is superimposed on
the poor; and that the poor have potential to flourish legitimately and come
out of underground if their dead capital and their potential are recognized
and nourished in an environment of good and optimal governance. North
(1990) after one year of de Soto (1989) has claimed that breaking the culture
of overregulation in governance structure looks challenging because politically
motivated favored specific constituencies, often backed by organized interests
and nourished in path dependent institutions, create sustainable feed-back
loop of self-increasing return, and make policy and political entrepreneur risk
averse to reform institutions.

Both policy world and the criminological literature in the 2010s has also
suggested that risk averse institutions amplify criminological potential of
informal sectors by generating space for their nourishing transnational
organized crime as a mediating force. These ‘mediating’ societal forces and
‘amplifying" regulatory forces, —as argued by Ferguson (2012) and Krapi
(2015)-, have started becoming palpable after the 2nd world war when
industrialization and liberalization started booming, and manifested on the
surface with the 9/11 attack and global and regional financial crisis in the
1990s and 2000s. Anti-money laundering (AML) literature produces insight
on a number of pathways by which these forces mediate and amplify the
criminological potential of, and freeze moral strength of institutions to become
resilient against informality and dirty money (See APG 2012; 2019, FATF 2006;
2008; 2010, and UNODC 2011 for meaningful insights).

First, inadequate governance looks likely to leave space for transnational
organized crime to flourish through informal international trade. Organized
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criminals and terrorist groups need funds available globally to produce
organized chaos and instability and, to jeopardize global peace and security
(See Boer 2015; and Yeung 2016).%"?% For funds, criminals try to pulland abuse
marginal micro entities to raise dirty money from crime, and to move them
globally.?® To move dirty money, they nurture and exploit a nexus of formal
and informal trading businesses involved in international trade and try to
weaken trading and financial regimes morally (See FATF 2006; 2010; Ikenberry
2018; Ruggiero 1996; 2017; and, Sullivan and smith 2011, for detail).*

Second, dirty money while in circulation erodes public trust in institutions and
pushes marginal investors to the underground by producing financial bubbles,
distorting investment climate, and eroding economic competitiveness of
nations, and generating chaos and unrest. For example, it has been found
to be associated with cross border fluctuation of currency exchange, with
eventual financial bubbles and crisis in the 1990s and 2000s (See APG 2012;
Naheem 2016a; and 2016b in Asongu, Akpan, and Isihak 2018; Chao et al
2019; FATF 2006;; and Yousefi et al. 2018). Organized criminals make financial
institutions vulnerable to large sums of laundered dirty money deposited
in and withdrawn suddenly from the circulation by lobbying and weakening
them morally. Intuitively, large bank deposits of unearned dirty profit, when
used as collateral, in presence of this institutional weaknesses, for burrowing
to buy unproductive or underproductive assets, —like real states and front

#The UN Convention against organized crime has defined Organized crime as profit driven serious crime like
production, transportation and distribution of illicit goods, services, and people involving three or more people
across the borders (See in Boer 2015). To Yeung (2016), underestimating the threat of organized crime may
destabilize the state until it is too late.

2 QOrganized criminals and terrorists push marginal formal firms to go underground, and then, the underground
firms to go totally black or illegal (See also: Chong and Lopez - de- Silanes 2006 for details).

2 They need to move and wash dirty money because it leaves audit trails in the crime spot, and increases
chances for being identified, confiscated, caught, and punished. Thousand years back, to avert chance of
being caught and punished by the rulers, Chinese merchants used to conceal corrupt wealth by moving them
outside of their own borders by paying trade at inflated prices, or by converting corrupt money into movable
assets. These techniques are still used by money launderers (See, “Lord of the Rim” written by historian Sterling
Seagrave, in Chong and Lopez - de- Silanes 2006).

*This way, mafias (organized criminals and terrorists) took over the threats to global peace and security from

the hands of unilateral superpower nation-states and survived by exploiting the notion of globalization (See
UNODC 2011).
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and shell companies—, are likely to alter interest rate structures and terms
of burrowing. On the other hand, micro entities cannot afford to borrow with
little or no transferable or negotiable collateral against their assets, and to
pay for the hidden off-the-record higher transaction cost and high interest
rates manipulated by the criminals. Without credit, micro entities cannot free
and use their locked-up assets and entrepreneurship potential to invest in
legitimate and productive economic activities (See de Soto 1989; 2000).
Eventually, these micro-entities are pushed to the margin of mainstream, and
gradually excluded from it to become black and be pulled by the criminals to be
abused. (See Cantens, Robert, and Raballand 2015; Chen 2012; and de Sotto
1989). Thus, inexplicable demand for money produces volatility, instability,
and turmoil in the local financial markets, destroys public trust on financial
regimes, and erodes investment climate (See Bartlett 2002; World Bank, 2017
(a); and (b) for some evidence).>' Moreover, in absence of strong and resilient
financial and trading regimes, informal international trading practices deprive
nation-states of substantial chunk of revenue; and speculative unscrupulous
practices by arbitrating organized interests surrounding inventories of stocks,
attimes, compel the nation-states to compensate for netlossincurred by small
investors in the stock market. This lost public money could have otherwise
been invested in rebuilding markets, and lost investment opportunities could
have been used in enhancing the competitive advantage of micro entities.
Further, dirty money, with its luring association with cross border smuggling
(e.g., weapon, drugs, prostitution, human organ, etc.); and pornography,
and cyber terrorism (see Tuesday et al. 2015); and produce socioeconomic
repercussions, and chaos in destinations of lax regulation (also, see Dowers
and Palm Reuther 2003; and Drayton 2002). So, dirty money generated with
the continuum of informality and amplified by morally freeze, risk averse and
path dependent institutions would thus mean to eat up stability and social
cohesion; to give rise to mistrust among the trading nations; and to affect
international relations, and global peace and security.

3" Luring large deposits of unearned dirty profit demand very low interest; and, when used as collateral to buy
unproductive assets, they pay much more than risk adjusted annual market return to lenders. Thus, they distort
interest rate policies, make access to productive capital costly, and erodes public trust. As a result, smaller
savings and productive investments are discouraged, which have implications in formal employment, and
growth of informality, inequality and poverty (see Tuesday et al. 2015; World Bank 2017).
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Third and finally, dirty assets, —once anchored in the economy-, freeze the
moral strength of institutions and thus lower their resilience to fight dirty
money (see also James, 2002 and, United Nations 1998). Lack of institutional
resilience against dirty money, thus, has been found to be associated with lost
win-win, widened rich-poor-divide, and marginal informal entities left at the
mercy of transnational organized crime that are layered in the globalization
process (See Kurland 2004).

SO, WHERE IS THE SOLUTION THEN? WHAT ARE THE
CHALLENGES TO IMPLEMENT THOSE?

Spotting dirty assets and their owners requires changing institutional outlook,
which may look challenging because of its historical dependency on a self-
reinforcing path created by dense network of favored constituencies. This
favored network is difficult to break as institutional actors and agencies around
institutions become risk averse and biased towards maintaining status-quo
(See Arthur 1984; 1989, North 1990; and Pierson 2004). Any policy moves
to improve informality and dirty money situation, thus, look incremental for
some global locations.** However, costly access to property rights may at
times, produce shocks like economic crisis (See Coase 1968; Freidman at el.
2000; and North 1990 for emphasis); and eventual resentment from erosion
of public trust and collective actions of policy coalitions may open window for
institutions to become resilient in transformative and instrumental sense.

Anti-money laundering industry has been pursuing the nation-states to build
collective resilience by fostering national cooperation within international
financial sub-regimes (See APG 2012, 2019; FATF 2006, 2010; and UNODC
2011). Building collective resilience in a faster and agile manner, however,
looks challenging if all nation states within the sub-regime are not willing
to come out of silos of existing self-reinforced path and by implementing
recommendations made by the FATF, and become resilient.

*|nstitutional change is incremental because economies of scope, complementarities and network externalities
arising out of institutional matrix and enforcement characters bias institutions towards narrow organized
interests (See North 1990 for detail).
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The challenges to become resilientincreases even many folds when, in addition
to dichotomizing market forces layered in the globalization process, tech-led
mega societal trends, too, generate space for poverty-driven informality-
prone crime and dirty money to flourish. To expand, rapid diffusion process
of '4th revolution’ and ‘the second machine age’ with loT-driven supply-
chain and knowledge-prone consumerism in Al-featured digital marketplaces
after the 1990s,* in addition to increasing primary and aggregate demand,
have been opening access to markets for suppliers globally, and altering the
composition of global economic surplus. Increased access to information
on price-quality comparable substitutes has been increasing consumers'
bargaining power and thus their surplus. By altering the market structure
and converting fragmented markets fully competitive, these knowledge-
driven consumers have been exerting pressure on price, cost structure and
producers’ surplus. To recover the lost surplus, price taker producers have
been looking for cost-efficient technology-driven know-how and processes
in production and distribution and trying to shift the pressure on their profit
back on to the input-factor markets. Thus tech-led markets—on top of their
productive capacity—, together with moves like breaking mass production
into piecemeal, subcontracting, and outsourcing, produce scarcity in labor
demand and disrupt the labor dynamics by removing conflicts between capital
and labor class (trade unions) through producing threats of removing the
labor class from the in-road of capital (See Brynjolfsson and McAfee 2014; and
Schwab 2016). This market and tech-led disruptive potential has implications
in distributive justice in the input-factor markets, including in the wage system
(See Chen 2012; and Kurland 2004); and has the potential to widen rich-
poor divide, break win-win, and increase informality-prone dirty money in
circulation and (See, Arthur 1989).

Restoring the win-win by institutional response, thus, looks very difficult if
regulatory regimes are not willing to come out of silos of narrow mindset, and
adopt meaningful change, and bargain for the ‘people on the margin’. Growing
strategic power and willingness to reinvigorate institutional outlook, however,

#Such as, Al-featured robotics and drone in manufacturing supply-chain dynamics; 3-D printing in services like
orthopedic and orthodontic services; and loT and GPS in driverless vehicle and tourism; etc.
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looks heavily dependent on political commitment and support (see: Arthur
1989; and North 1990). The challenges that remain thus, is how to undertake
institutional reform measures by making tradeoffs between prevailing choices
in the institutional environment.

WHY DO INSTITUTIONS FAIL TO CONTAIN INFORMALITY-
PRONE DIRTY MONEY?

Institutions are likely to fail to contain informality-driven dirty money when
accessing them looks costly for friction-less economic transactions. However,
understanding how institutions become costly looks a little problematic.
Institutions, as North (1990) have seen it, assign and distributes power and
position, —something that is described as property rights—, by governance
structures that enable economic agents to interact, make socioeconomic
choices, conduct frictionless exchange, and encourage creation of wealth.
To the author, when uneven political process in supplying regulation favors
specific constituencies, governance structures do not, or cannot work to
define, distribute, and enforce property rights evenly to everyone. As a result,
accessing economic power to create wealth becomes costly (See Coase
1960, pp.15-16 for more emphasis); and institutions ate felt as bad. This
is perhaps why Cantens, Robert, and Raballand (2015) have claimed that
informality survives in the constraints generated in the interaction between
the institutions, politics, and strategies; and that taxation is negotiated within
a triptych of law-technique-legitimacy and that the officials responsible
for regulation are located at the interfaces between these various areas of
negotiation.

The policy world wants to probe the breadth of informality. Intuitively,
the policy world sees informality as structural and systemic biproducts of
ideological undertakings of the institutions that exist in and move somewhere
between utilitarian and egalitarian ends of the political spectrum in response
to rapidly changing societies.?* The criminology literature, however, pay more
attention on the depth of the problem. For example, Becker (1968, p.176)

*In this connection, see also North (1990) for added emphasis on why and how institutions fail to resolve high
transaction cost that gives rise to informality.
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has argued that some entities become 'criminal’, not because their basic
motivation differs, but because the benefits and costs of crime differ. Thus,
the criminology world views informality as situational, through a lens which is
somewhat economic.** They argue that benefit-cost tradeoffs behind individual
choices to stay informal differ with the degree to which the institutions are felt
bad or good by economic entities.

Kelso and Adler (1958) have argued that, as distribution of property rights
are a part of the mandated political process, institutions have incentives to
change and transform, become responsive to demands of the changing
modern world and restorative to bring and maintain social justice.*® Social
justice prevent intermittent economic shocks that are likely to emerge from
soaring inequality and informality (See also: de Soto 1989 and 2002). One
of the fundamental questions is, thus, when, how and who undertakes this
institutional transformation when the world around us changes rapidly.

Institutional frameworks are conducive to contain dirty money when they
have the potential and are willing to alter net economics utility of particular
social norms or of the choices that economic agents make.®” So institutional
capacity and willingness both look fundamental here. While building capacity
by incorporating waves of technological breakthrough to resolve informational
constraints to supply optimum regulation for all looks easier, willingness to

* Citing theory of social marginalization, Ruggiero (1996; 2017) has seen criminal economy as consequences
of deficiency of the neoliberal policies that create socioeconomic and political inequalities, in providing social
protection to the marginalized firms or people. These deficiencies of the states leave spaces for criminals to
weaken social control and to reduce cost of doing informality-prone crime.

3 As Kelso and Adler (1958) have seen it, the question of inequality and injustice arise when greed behind
competitive market forces destroy the balance between participative and distributive principles of economic
justice by weaking institutions morally. If the institutions do not work to distribute property rights in clear and
defined manner, social justice as an anti-greed principle of economic justice, is lost, and public or social trust
with citizens' tax effort dwindles (See Ceyhun and Mario 2012).

37 Interestingly, if we closely look at cause-effect typologies, there is hardly any difference between both
worldviews. The premise of Becker's theory is built upon the premise that people deviate from social norms as
human being is rational in maximizing utility of what they do, particularly in utilitarian environment (See: Becker
1968). However, the field of behavioral economics claims that human by and large, are social and are egalitarian
in views and in beliefs; and explains why most people are risk averse, want to stay formal, comply with rule of
law and pay tax (See Krdmer and Kahneman 2011). In supplying regulations for everyone, as Adam Smith saw
this way, the state-institutions are considered, thus, as the major driver of cost of economic exchange, and of
individual and collective socio-economic choices.
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change this way, however, requires recognition of a ‘turning point’, or a ‘critical
juncture’, —a window for change for the greater interests (See Capoccia and
Kelemen 2007).%* Window for change opens when economic crisis that
emerge from systemic flaw in structure; underlying forces behind economic
globalization processes;*® and imminent political regime changes push policy
entrepreneurs for accepting new norms, and this pressure is felt as exogenous
shocks; and when unintended policy consequences are felt as an endogenous
pressure by economic bureaucracy or development institutions (see Bakir
and Gunduz 2017). In such moment of institutional fluidity or indeterminism,
institutional or policy entrepreneurs pursue reform measures through willing
political entrepreneurs that might have been impossible in the absence of
such crisis or shocks (See Jung, 2008, pp. 132-133; and Kawasaki 1993).

* Polanyi (1944) has described this rare window of opportunity as moments of fluidity and rapid change or
critical juncture.

¥ By citing Thelen (2003), Capoccia and Kelemen (2007) have defined “critical juncture” as a punctuation
or moment of uncertain fluidity in relatively long periods of path-dependent institutional stability and
a reproduction phase, by brief phases of institutional flux, when more dramatic change or institutional
transformation is possible.

“0n this perspective, politicians are influenced by economically powerful groups such as financial constituencies
and donors (See Keating, 2011). Arguably intergovernmental organizations such as the FATF, Egmont Group,
Wolfsburg group, Transparency international, UNODC etc., and supranational organization such as WTO, World
Bank, IMF, etc., work as these driving forces behind the social process of diffusion of new norms.
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THE WAY FORWARD

A Normative Portrait of Ideal Institutions
to Fight Dirty Money

Equality of economic opportunity, in the context of private property, means equality of
opportunity for the millions of capital-less households of today to buy, pay for, and employ
in their lives the non-human factor of production, capital.

The political objective of universal capitalism is maximum individual autonomy, the
separation of political power wielded by the holders of public office from economic power
held by citizens, and the broad diffusion of privately owned economic power.

- Kelso and Hetter (1967).

WHAT EXACTLY DID THIS REVIEW AIM TO LOOK AT FROM THE
BEGINNING?

In capital-driven technology-led markets, intuitively, freedom without
responsibility entices dehumanizing unjust human practices through erosion
of social justice; breeds informality, inequality, poverty, and toxic dirty assets;
eats up the fruits of growing national income; and, thus, “stability, peace and
security” are likely to stay as untouchable political constructs.*' So freedom
without responsible behavior is not seen as a “right” to equality in liberal
democracy, rather, equality is seen as 'regulated access to this freedom'.
Deserving candidates for this ‘regulated freedom’ are expected to get the
most from the economically interconnected modern world characterized by
accelerating change.*? This review thus tried to solve who gets how much of
this regulated freedom by what type of institutions across time, space, and
contexts.

41In their book, "Two-factor Theory: The Economics of Reality”, Kelso and Hetter (1967) have put forward that
equality of economic opportunity, in the context of private property, means equality of opportunity for the
millions of capital-less households of today to buy, pay for, and employ in their lives the non-human factor
of production, 'capital’. The political objective of universal capitalism is maximum individual autonomy, the
separation of political power wielded by the holders of public office from economic power held by the citizen,
and the broad diffusion of privately owned economic power. de Soto (1989; and 2000) have argued in similar
way and has argued for the access required to free up locked unregistered capital of micro-entities and to use it
to flourish. This access to economic opportunity is referred to as regulated freedom or equality.

“ Aristotle (384-322 BC) in his Politics said that political justice involves equality, but 'not for everyone, only for
equals’; because as he agrees with Plato, that political democracy is intrinsically unjust because, it tries to treat
unequals as if they are equals. Justice rather requires inequality for people who are unequal (See in blog by
Komdromi. 30/01/2019. philosophy-models.blog; para [1.3.111]).
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Reforming institutions through raising capacity by waves of machine age may
look incremental and 'emotional” and not sustainable, at least in normative
sense (See Brynjolfsson and McAfee 2014; and Schwab 2016). To make
change instrumental, thus we perhaps, need to put a ‘moral perspective’, -
the notion of economic and social justice, in that ‘incremental emotion’ (see
Kurland 2004). But then, the question remains is in what manner and how
much to regulate unjust and irresponsible human practices with a view to
internalizing the social costs they produce; and, how much strength the agile
institutions should have to regulate.

Essential features of ideal institution conducive to maintain social justice, in
normative sense thus, looks adaptive and agile enough to regulate ‘freedom
without-responsibility’, —that displace vulnerable workers and owners from
the inroad of flourishing capital-, on one hand;** while on the other hand,
encourage responsible production and consumption, through clearly defined
and enforced property rights so that vulnerable economic entities can cope
with continuously changing business dynamics, and the modern economic
landscapes. Few of these agile features of expected modern institutions thus,
may look as follows.

THE NEED FOR ‘RESPONSIVE AND BALANCED', AND
‘TRANSFORMED AND RESTORATIVE' INSTITUTIONS.

With a view to disentangle informality from dirty money, institutional process
and governance framework should look to have capacity and willingness to
upkeep social justice and distribute regulations, in other words, economic
power particularly to vulnerable economic entities with high catch-up potential
who value responsible economic freedom (See de Soto 1989; and Kurland
2004).

With a view to disentangling informality from dirty money, institutions should
look to have two interconnected aspirations: willingness to protect social
justice from erosion and to restore social justice and willingness to stay

“ Freedom without responsibility is interchangeably used with phrases like “unjust human practices’, and
"irresponsible production and consumption’, etc., elsewhere in this document.
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responsive. Responsive and restorative bureaucracies, as Hussain, Ashraf and
Khan (2017) have seen it, should thus be committed to walk some miles in the
citizens' shoes, see the world through citizens' lens, and have the potential to
palpate the citizens' pulse. However, for willingness to become restorative,
as the authors have maintained, the economic bureaucracy needs emotional
elements embedded in tech-led upgraded institutional capacity. What that
means is they must focus most of their regulating activities in protecting
the citizen, nurturing responsible economic behavior, in caring manner with
professional empathy from the irresponsible dehumanizing societal forces.
In other words, a ‘caring’ bureaucracy should look ‘citizen-centric and
restorative’, —something that has been proposed by de Soto (1989; 2000)
and has been strongly emphasized in GED (2012; and 2020). However, for
being citizen-centric some transformation is necessary and required. On the
other hand, 'balanced and responsive bureaucracy should have the potential
to intervene dehumanizing behavior by mediating societal forces to protect
marginal entities from being pulled in informal and dirty money handling
activities. To have such an attribute the bureaucracy should transform into
tech-led 'knowledge-driven’ regulatory force.

Thus, restorative, and responsive economic bureaucracy may look agile
enough to produce meaningful utility and tradeoffs for informal entities to
come back to the mainstream, and thus, to transform millions of lives with
higher income, and better quality of life; ~something that resonates the
Just Third Way' envisioned by Kelso (Kelso and Adler 1958; chapter 5).*
Thus, nursing and raising productive competing interests through allowing
expanded (decentralized and diffused) capital ownership looks like something
like "end in itself’. That means, such nurturing institutions, if willing, can end
informality; and save the nation from dirty money and from restarting from

“ Bureaucracy piled upon too excessively materialistic aspiration of socialism and capitalism on top with
concentrated economic power looks not conducive to inclusive society as it ignores and hinders intellectual
and spiritual potential for the ‘'don’t haves'. Thus, transforming and decentralizing institutional process looks
as safeguard against corruptive potential of this concentrated power, —as has been seen by Lord Action; and as
'power follows property’, democratizing power to diffuse access to tech-led capital ownership to everyone looks
as a safeguard against the hands of a few ‘mighty haves', —as has been argued by Daniel Webster. Transforming
institution with a view to transfer ownership of economic power is what the “Just Third Way" talks about (see in
Kurland 2004 for detail).
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zero level subsistent primitive farming, if just in case, dehumanizing tech-
led capital-driven markets displace vulnerable entities from our expanding
industrial supply-chain in near future (See Kurland 2004, for details).*®

SO, HOW FAR OUR DEVELOPMENT BLUEPRINTS REFLECT THE
RECOMMENDATIONS MADE.

In the 2nd perspective plan, taking amenities of modern cities to village
level and making village the center point of development looks a powerful
vision to end poverty by removing regional disparity (See GED 2020). This
should essentially reflect the government'’s clear intention to end regional
disparity, which has implications in internalizing inequality, informality, and
dirty money. The upside of this perspective plans is that the government has
started invigorating the notion of a culture of knowledge economy in market-
state interactive environment vigorously through policies, programs and
activities, and sporadic outcomes like economic exchange at little or no hassle
(transaction cost) have, particularly for the micro startups, by and large,
started to roll on the surface already.

While vision of nurturing democratic and decentralized institutions with
aspirations of tech-led innovative and knowledge-driven inclusive economy
looks conducive to protecting the vulnerable part of the ecosystem including
the environment, true; but, how to connect and use these two aspirations in
collectively exhaustive manner to produce desired outcomes looks missing
(See also: Hussain, Ashraf and Khan 2017, and GED 2020, p.12/254). For
example, innovation-led productive capacity can be seen as ‘means to end"
but not ‘end in itself'. To transform this power of knowledge economy thus,
Hussain, Ashraf and Khan (2017) have placed a strong emphasis upon the
need for cultural transformation in institutions, - for strong commitment to
walk in the citizens' shoes and to become citizen-centric in-service delivery.

# The "The Just Third Way (as in Capitalist Manifesto)" looks unique and agile as it emphasizes more on self-
reliance promoted through restorative social justice and focuses less on growing dependency fostered through
social SafetyNet and social security programs (See Kurland 2004 for added emphasis).
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SO, WHERE IS THE NEED FOR FURTHER THRUST IN ON-GOING
CHANGE, WHO DOES IT, AND HOW?

If institutions want to look at citizens' problems through citizens' lens, a
fundamental policy question looks like who are willing to undertake the
paradigm shifts in institutions’ outlook. Shift means, as has been implied in
Hussain, Ashraf and Khan (2017), to come out of institutional silos of deep but
old expertise and of the culture of nurturing 'favored organized constituencies’
on one hand; and while on the other hand, to incubate and nurse millions of
vulnerable 'have nots' so that they can build on their catch-up potential to
flourish, and come out of informality (See also Bakir 2009; de Soto 1989; 2000;
Kurland 2004; and North 1990). Needless to echo that such endeavors must
have strong backup from policy communities both in economic bureaucracy
and in the epistemic communities, and the political entrepreneurs.

To protect the majority of vulnerable 'have nots’ as above, the UN sustainable
development goals 1, 2, 8, 10, 16 and 17 have been incorporated with
heightened emphasis in our perspective plans (See UN General Assembly
2015). Among these revolutionary development aspirations, closely looking
at goal 16 - "peace, justice and strong institutions, and 17 - encouraging
“partnership for the goals” with their respective the targets and performance
indicators, may perhaps reveal that transformed and balanced institutions,
when work on collaborative partnership with policy communities, the
institutions have a place to become more resilient, and conducive to
restorative justice, at least in normative sense. This down-up participatory
approach may look like what the ‘Just Third Way' reflects (See Kelso and Adler
1958 in Kurland 2004) .4

The nature of challenges arising from the dynamism in the tax policy
environment may paint a glimpse of the rationale for required institutional
agility to adapt changes that has been diffusing from the globalization process.

“ The Just Third Way, as has been precisely seen by Kurland (2004), is a systematic in other words, a means
to protect citizens against the loss of economic sovereignty under the Wall Street capitalist model of economic
globalization and restore social justice through upkeeping balance between participatory and distributive
principles of economic justice
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For example, identifying who, what, why, and how much to tax is crucial for
channeling resources to vulnerable sectors/areas. In the ‘social choice’
compendium of the ‘tax policy process’, the tradeoff that the state must make
by reducing inequality at the cost of efficiency, in the short- and medium
term, is always debated. Yet in practice, tax authorities nurturing egalitarian
aspirations of upbringing the society in caring manner may aspire to choose
to stay as distributive and inclusive as possible in the markets that are run on
utilitarian principle while designing tax policies. To nurture such aspiration the
nation-states, particularly in the north, design and use policies of 'tax cuts,
breaks and deferrals' in democratic ways to improve the life of those who fell
off the cut-off poverty line(s), are physically and mentally challenged, and lag
behind other human development indicators on one side;* and on the other
side, implement policies like 'tax rise' to internalize the impact of irresponsible
production and consumption through public service delivery that are citizen-
centric.*® Therefore, if tax regulation is considered as a means to transfer
economic power to the hands of millions who need it but don't have it, then
next policy question, particularly in implementation, is what are the basis of
community outreach or delivery mechanism of such design of tax.

To expand, how the tax is administered, as Friedman et al (2000) have argued,
decides the outcome like restorative social justice with its ramifications in
public trust. A knowledge-driven, and citizen-centered tax policy regimes
looks to have the power to restore social trust by delivering tax benefits in
diffused manner with its impact on cost of doing business, and on the growth
of informality in shorter and medium terms.* In longer term however, the
challenge for fiscal regimes looks like to graduate, in progressive manner, from

“7Such as, marginal micro-entities like women entrepreneurs, MSMEs, and primary crop and non-crop
agriculture own-account entities, etc. See for example, in GED (2020). The notion behind such aspiration of tax
regime is built upon ensuring decent work and decent income as envisioned in SDG 8.

“Such as for those, who from the top few, enjoy most of the economic powers and enormous freedom and
dictate rule of the game; but hardly use their assets in responsible production and consumption dictated by
the consumers. In their deepest rout, such irresponsible economic behaviors have implications in scarcity,
inequality, informality, poverty, and dirty money.

4 Since it is not the economic policies themselves, but at the end of the day, it is 'how tax and money are

administered’ that has been empirically found to prove as ‘end in itself' to produce favorable outcomes, like
ending poverty and informality. See also Aguila 2009 for details.
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this reality-based 'Pareto improvement' towards ideal 'Pareto efficient’ to a
outcome-driven strategic posture, and deliver opportunities for everyone to
pay tax regardless of their ‘ability to pay’ and of the 'net utility’ that the public
good has to offer.*® Presumably, this long-term vision should be achievable
through continuously investingin, innovating public service delivery systems as
modern and knowledge-driven publicservice. This vision intuitively, represents
a notion of a citizen-centric, restorative, responsive and balancing regulatory
framework to enforce institutions like property rights in fiscal policies in an
agile way. Next policy question then would be how this modernization could
take place.

SPOTTING A MISSING VALUE: HAS THE ROOM FOR STAYING
INCREMENTAL IN THE CHANGE PROCESS BEEN RAPIDLY
NARROWING?

The 2nd perspective plan has put forward to undertake a 'need and
demand driven’ gradual administrative reform by incorporating the notion
of e-governance and nurturing aspirations of pluralistic democracy in the
institutional process (See GED 2020; p.12/254). Pluralistic form of democratic
government is built on the notion of involving distributed political power in
the institutional process, and of pulling policy agenda through decentralized
public service. This down-up approach thus looks to nurture the aspirations
of shifting the economic power from the hands of a few to the individual
and the market in diffused manner, and to encourage policy communities
in pushing public issues, through the policy window as agendas. However,
this development approach requires peaceful co-existence and shared
consensus between competing interests emerging from multiple sources of
socioeconomic and political powers. Consensus-driven social construction
of development agendas, if looks plausible, would presumably look time
consuming and depend on when those windows for change are open and the
soup is cooked (See Béland 2009 in this regard).

0 Reflects the aspiration in our 2nd perspective plan, which includes ending poverty, inequality and informality,
and arriving at the 'development junction’ by 2030; and graduating to 'emerging economy' status by touching
the 'Sonar Bangla' vision by 2041 and becoming 'high-income (developed)’ country (See GED 2020).
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For example, depending on how policy entrepreneurs perceive the degree
of conflicts between competing interests in pluralistic policy environment,
some endogenous shock may be felt at the institution level as drivers for
change (see Bakir 2009; Maman & Rosenhek, 2007, 2009, 2012; and North
1990). By analyzing literature on institutional development, Bakir and Gundus
(2017) have argued that impetus for institutional change driven by these
endogenous shocks, however, looks gradual and incremental as risk averse
conservative interests from within the institutions try to oppose change with
a view to preserve institutional continuity.®" Nonetheless, the notion of plural
consensus-driven gradual institutional development with restorative and
protective aspirations both in mind, looks like what is required to respond to
informality mediated by toxic dirty assets hiding in the globalization process
while up-keeping economic interdependence with the nation-states.

While on the other side of the contemporary developments in the post-war
dynamics in global economic landscapes, the aspirations of incremental but
protective institutional reform may not look, in normative sense, sufficient
to absorb exogenous dichotomizing shocks from globalized tech-led mega-
societal trends that are felt endogenously at the institution level in particular
locations, such as, in economically challenged national economies.*? In such
locations, slow and gradually responsive risk-averse and path dependent
institutions, as have been cautioned by Coase (1968), are likely to place
constraintsontransaction and transformation (production) costs for economic
entities within the national boundaries.>® The culture of gradual response to
global change in these locations, as have been argued by Hussain, Ashraf and
Khan (2017, p. 25, 52-57, chapter.3), is likely to widen the gap between the

°" A logical support of the protective nature of plural policy environment can be found in Thelen (2004), where
the author has put critique in the 'punctuated equilibrium model’ of institutional development and has argued
that most forms of policy change take place outside such 'critical junctures’, and that they often take an
incremental form (See in Béland 2009 for emphasis).

°2 See, for example, Bakir 2009; Dellepiane-Avellaneda 2013; Kawasaki 1993, p. 125; and King 2005, p. 96, 117,
and McNamara 2002 placed in the section four, for more emphasis

* These constraints are prevailing economies of scope, complementarities and network externalities

surrounding institutional matrix which tend to bias the nature of institutional structures towards narrow-
organized interests or favored constituencies (See also: Arthur 1989; and North 1990; and Pierson 2000; 2004)
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responsiveness of the public service delivery, and the rapidly changing pressing
needs of modern citizen of even faster transforming modern world. As these
authors have observed, the perspectives of the public service delivery system
and citizen start differing, and the gap widen when public service, —that wants
to preserve continuity of distinct institutional patterns and order—, cannot
respond to exogenous shocks arising out of the pressing needs of the citizen.
Capacity and willingness to change reflects that perspective of the public
service (See also, Capoccia and Kelemen 2007). These differing perspectives
may make institutional change and response, slow, gradual, or incremental
(See Regini 1999 for emphasis); and, if these perspectives perpetuate, they
may have meaningful implications in public trust, that is conducive to optimal
tax-GDP ratio and productive investment with eventual upward impact on
inequality, informality, poverty, and dirty money (See Aguila 2009; Ceyhun and
Mario 2012 for emphasis, for detail).

Thus, making tradeoff between whether to transform and to stay responsive
to accelerating societal change, as have been felt by Hussain, Ashraf and Khan
(2017), and whether to stay gradual in reform, as has been felt by Mustafizur,
Debapriya, and Al-Hasan (2018); or to incorporate elements of a combination
of both types of change considering time, space and contexts, —with a view
to balance the challenges posed by globalization—, still remains as key policy
challenge for many communities, and look as a matter of ‘public choice’
depending on national priorities, political manifesto of the political regimes
and citizen's mandate.

With a view to holding public trust from eroding in rapidly transforming tech-
driven world, however, governments in many locations started transforming
institutions and innovating public services. They have been trying to stay
demand-driven and citizen-centric to stay economically competitive and
inclusive in development to cope with new globalized environment. For
example, they are digitizing public service to stay accountable, transparent,
and effective; convenient, reliable, and affordable; and caring and responsive
to the needs of digitally connected citizens. Bangladesh is not an exception in
this regard, particularly in some contexts. The notion of this coping strategy
has been incorporated in its development blueprints like its perspective, and
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the delta plans. However, the real challenge in coping, as have been felt by
Hussain, Ashraf and Khan (2017), often lies in becoming ‘citizen-centric'
rather than being 'technology-driven’ in service delivery; because in reality,
the former requires behavioral transformation with elements of cultural
change in institutions, which looks somewhat challenging to accomplish.

The 2nd report of South-South Cooperation (UNOSSC), —that emphasizes
on collaborative innovations in public service delivery for Bangladesh—, has
suggested to employ such user-centric behavioral methodologies like “design
thinking” and "behavioral insights” to transform institutions with a view to
come out of paradigms of non-responsive, risk averse, and red-tape-driven
administrative silos; and finally, to become citizen-centric’. Aspirations of
behavioral methodologies are built upon the premise that unless public
service providers see the world through the citizens' lens, or walk few miles
in the citizens' shoes, they don't have the impetus to come out of preexisting
cognitive bias and risk averse attitude towards older self-reinforcing difficult-
to-change paths, and to concede a real and sustainable institutional change
that are conducive to quickly responding to pressing citizen's needs (See
Arthur 1989; Hussain, Ashraf and Khan 2017, p. 25, 52-57, chapter.3; and
North 1990 for more emphasis). To hold public trust and to stay inclusive
in taxation and in other policy domains, thus, room for staying incremental
in reforming institutions may look to have been rapidly narrowing in the
new global contexts, which challenges many national economies to contain
flourishing inequality and informality, and tons of dirty money.

SO, HOW FAR OUR DEVELOPMENT BLUEPRINTS REFLECT THE
RECOMMENDATIONS MADE.

In some locations, governments are changing by implementing new
methodological approach, as above; running ‘innovation labs’; and exploiting
strategic partnership in it with a view to experiment risk-return tradeoff of
coming out of operational silos and becoming responsive to challenging
needs of the modern citizen.** These locations, particularly the global-north

4 Partnering with non-profits and civil service organizations, the United Nations, development partners and
philanthropies - something that is targeted in SDG goal 17 (17.17)
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have been redesigning the policy design process by incorporating innovative
behavioral methodologies and digitizing public service delivery. These
transformative moves have the potential to establish “whole-of-government”
that is agile enough to meet the needs of modern citizen, and mitigate the
challenges posed by globalized neo economic landscape (See A2i Access to
Information N.d.; and Hussain, Ashraf and Khan 2017).°> For Bangladesh, the
2nd perspective plan emphasizes on building market-driven development
institutions run by culture of good governance; while at the same time,
on nurturing pluralistic democracy with decentralized political power in
the institutional development process (See GED 2020, p.53; and Hussain,
Ashraf and Khan 2017, chapter.3, p. 52-57). While former aspirations look
transformative, restorative, and citizen-centric; the later looks responsive,
protecting and balancing to meet the challenges hidden in the globalized
economies. Taken altogether, this vision for institutional change, if successfully
implemented, would look agile enough for Bangladesh to upkeep social justice
that is conducive to internalizing inequalities, formalizing informality and
fighting dirty money on one hand; and while on the other hand, ending poverty
by being economically competitive and connected to the globalized world.>®

SPOTTING THE BOTTOM-LINE THAT IS FINALLY MISSING IN
DEVELOPMENT THRUST.

Nurturing the aspiration of ‘whole of a government’, - a hybridization of
‘traditional public administration, new public management and new public
governance’, with balanced and agile institutions that have restorative and
at the same time responsive features,®” may provide a bottom-line and
cutting-edge stunning construct for Bangladesh to respond to the structural
and systemic problems of inequality, informality, dirty money, and poverty,

> Think of the previous manual public procurement for implementing development projects; of the chaos
around the procurement them; and compare them with revolutionary e-gp that has broken down the dense
network around procurement and took a new self-reinforcing path that is inclusive to those suppliers who were
left behind from these economic exchanges; or of country-wide one-stop digital financial centers and of the
use of e-KYC-based NID to disburse yearly 5 billion $ of social SafetyNet without the invisible hands of middle
men. (See Hussain, Ashraf, and Khan 2017, p. 21, 40/60). All these transformed public service deliveries have
implications in public trust on G2P, G2C and G2B models of state-market relationships in Bangladesh.

* |n ways that 'The Other path’ and ‘The Just Third Way' have been envisioned by de Soto (1989) and Kelso and
Adler (1958) respectively.
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particularly in a time when it looks to have been sporadically mitigating the
challenges of flourishing informality in globalized environment (See Pfiffner
2004). Incorporating elements of 'design thinking' in policy design process
with elements of 'behavioral insight” is, however, something that may still look
missed few beats in the way the policy world of now-a-days should think, and
design their response to cope with challenges of the modern world even in
better ways and sustainable outcomes, - something, in normative sense, that
UN SDG 17 and 18 have emphasized upon.

CONCLUDING REMARKS
Consideringtherole of behavioral methodologies intax policy environment
with a view to formalizing informality and fighting dirty money.

Understanding rational behavioral response of the marginal economic micro-
entities to tax policies, that is often bounded by emotion, looks important for
formalizing informality and fighting dirty money. Differing perspective of, and
widening gap between policy designers and end-users is likely to generate
cognitive bias and leave opportunities for use of heuristics for policy designers
without considering the ‘choice architecture’ of the end-users, and in directing
the citizen to act in a certain way as passive receivers of regulations when
it comes to the question of service delivery by the street-level bureaucracy
(See Hussain, Ashraf and Khan (2017, p. 23-25 in chapter.2, and p. 52-57,
chapter.3).”® Such myopic policies, on the other hand, may be felt as over-
regulation by the micro-entities, and as something that restrain them in
exercising their free choices. This feeling may bound their rationality to comply
tax code by emotional reaction (See Thaler and Sunstein 2008 for useful

" This hybridization, as reported in the public administration literature, is likely to resolve the discourse on
tension between efficiency versus accountability that usually exist between Weberian top-to-bottom approach
of traditional hierarchal bureaucracy and modern bottom-up approach in New public Management and New
Public Governance constructs.

% Lipsky (1969) has defined Street-level Bureaucrats as grassroot-level civil servants or public employees who
implement policies by being in direct contact with general public; who is called upon to interact constantly with
citizen in the regular course of their job; who although works within a bureaucratic structure, enjoy discretion in
making decisions; and whose attitude and general approach toward their client may affect the citizen significantly
(See also, Cantens, T., Robert, R., and Raballand, G. 2015 for added emphasis and practical examples).
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insight).*® As these emotional economic behaviors are not always predictable,
designing tax policies to formalize informality looks challenging, if not difficult.
To gently modify these emotional reactions of informal entities, there looks a
space for applying behavioral methodologies in designing and implementing
tax policy instruments.®® Therefore, the National Board of Revenue may
employ behavioral methodology in designing tax policies with a view to gently
modify rationality of both policy designers and end-users that are bounded
by emotion-driven moral hazard, adverse selection, and tax decisions. The
strategic posture of removing emotion from policy environment, thus, looks
like to have sustainable implications in formalizing informality, internalizing
inequality and poverty and containing dirty money.

The Behavioral Insights Team in the UK Government use similar methodologies
like 'designthinkingconcept'inpolicydesignbystudying, analyzing, and applying
end-users’ behavior with a view to avoid unintended policy consequences. In
similar way, the NBR may establish Design Lab, or work with the Innovation Lab
set in the a2i under the honorable prime minister's secretariat to incorporate
‘design thinking concept’ with elements of 'behavioral insight’, —something
that has been aggressively pursued by Allio (2014)-, in their modernization
blueprints, and deploy them in designing tax policies.

% 'Opportunity’, ‘choice’ or 'necessity’ driven 'intentional’, ‘refusal’, or 'survival’ motive behind deviating from
the norms-set incorporated in the tax codes and finally avoiding or evading tax are considered as a 'reactionary’
response to, or a bi-product of cost-driving overregulation (See Cantens, Robert and Raballand 2015 for details,
and Coase 1968 and North 1990 for added emphasis). Intuitively, emotion in reactionary response by taxpayers
to overregulation is likely to generate cognitive bias in policy designers and practitioners, prevent informal
entities from doing rational mental accounting, drive them to apply mental short-cuts, and take risky moves
towards avoiding tax by staying outside the tax-net even after knowing that there are chances of being caught.

£ Behavioral insights were developed by the prominent academics, Cass Sunstein and Richard Thaler, by
combining findings from public policy and psychology theories with theory of behavioral economics originally
developed by Daniel Kahneman and Amos Tversky. Krdmer and Kahneman (2011) have challenged neo-
classical assumption that most human are rational, and hence are predictable and controllable The authors
have argued that this rationality is bounded by emotion and human reacts to stress positively or negatively
to peer pressure; suffer cognitive bias in assessing the world around them; and apply heuristics or shortcuts;
and hence, are inconsistent in their decisions. Motivated by the reality that too prescriptive government
services, through policies directing citizens to act in a certain way - with limited success, US professor, Richard
Thaler, co-wrote the 2008 book, ‘Nudge' with Cass R. Sunstein (See Thaler and Sunstein 2008) with a view to
develop pedagogies for public service so that they can persuade citizen to modify their behavior through subtle
influencing.
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Inequality, informality, and poverty may be considered as systemic, structural,
interconnected and wicked problems, as they emerge when the perspective
of traditional bureaucracy and of the modern rapidly changing society differs
substantially. The perspective differs more particularly in locations where
globalization try to diffuse new but interconnected, structural and systemic
economic and social patterns (See and Cantens, Robert, and Raballand 2015;
McNamara 2002 in Bakir and Gunduz 2017, to add emphasis). Resolving this
wicked problem need systemic, inter-connected and structural solutions too
(See Brown and Wyatt 2010 p.35 in Allio 2014).°' These structural solutions, as
Allio (2014) has seen, are less likely to be found in any one single silo of deep
expertise in path dependent Weberian type of institutional process; rather, to
find them, policy designers need to look at the intersection of multi-disciplinary
and multi-actor knowledge that are hidden in blurred governance boundaries
(See also Fukuyama 1995; Lofstedt, 2005; OECD 2013 in Allio 2014). Failing
to undertake this structural reform in the policy design process, for reasons
as stated above, may lead to decline in public trust with its unintended
ramifications in investment and employment, and in inequality, informality
and dirty money, and finally, in poverty (See Murphy 2004 in Allio 2014). The
impetus for undertaking these structural institutional reforms emerge from
endogenously felt mimetic, normative, coercive, and diffusive social pressure
or exogenous shocks by neoliberal-norms or idea-driven policy and political
entrepreneurs because of the encountered wicked challenges of toxic dirty
assets, which are hidden in the globalization process (See Bakir and Gunduz
2017). 'Design thinking' looks like such structural innovative reform concept
policy design solution that has been spreading rapidly as a social diffusion
process throughout the world.

Allio (2014) has described design thinking as a user-centric policy design
process that incorporates the voice of end-users in policy solutions that affect
citizens' lives.®?In this process, professional policy designers in the traditional

°1 Wicked problems are a class of problems (a) for which there is no off-the-shelf solution; (b) that affect
the State or society systemically and for which different stakeholders have radically different world views and
divergent frames of understanding; or (c) which have no definite formulation. See Rittel (1988) for details

2 Cox (2005) has seen design as putting innovation into practice in other words, exploiting creative ideas and
putting them into practice.
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bureaucracies co-create policy solutions by calling upon end-users with
'professional empathy' to play active role by putting ideas; blending their
‘analytical-logical’ mindset with ‘interpretative-intuitive’ mindset of creative
professional designers, and scaling down solutions, through an iterative
process, by prototyping and testing on trial-and-error basis.®® To co-create
citizen-centric policy solutions, policy actors/entrepreneurs inside the
bureaucracies, thus, have to come out of the office buildings, confront real life
situation; invigorate and apply 'intuitive-interpretative’ mindset and behavioral
insight with fresh set of eyes to walk a few miles in the citizens' shoe so that
they can enter and understand citizens' feeling, challenges, expectations,
and emotional needs; and to collaborate with them in designing policies with
'professional empathy’ (See Clarkson et al. eds. 2003; HPID 2010 p.2). Applying
this ‘empathy’ in ‘design thinking' should shift the policy makers' focus from
a defensive 'expecting and claiming’ attitude to a collaborative 'cbserving,
sharing and shaping’ views or even behaviors (See Allio 2014). Citing Bason
(2010, p.157), Allio (2014) has put forward that, design thinking multiplies
the productive capacities and effectiveness of policies that affect citizens' lives;
restores public trust by bridging the gap between the regulator and the users;
prevent marginalization and increase social security. For example, as a 'social
innovation construct’ of collaborative co-creating policies with professional
empathy (See Ellis 2010 in Allio 2004), design thinking has the potential to
bring back the notion of social justice in the institutional development process,
which reflects aspirations of ‘The Other Path’ by de Soto (1989) and 'The
Just Third Way' by Kelso and Adler (1958), and thus, to resolve inequality,
informality and dirty money, and poverty in sustainable ways.

Although design thinking provides efficientand sustainableinstitutionsinanera
of austerity to deliver more at less, mainstreaming it looks challenging because
it contests established traditional hierarchy and breaks down procedural silos;
and doesn't allow political and administrative interference in the policy design
process with a view to co-create legitimized, effective, efficient and sustainable

3 Bason (2010 p.38) has seen design thinking as structured and systemic "attitude’ or a 'way of reasoning that
allows bridging and managing the two opposing (yet complementary) cognitive styles constituting knowledge
acquisition and implementation of public policies: the “analytical-logical mindset that characterizes most large
organizations and professional bureaucracies, and the more interpretative, intuitive mind-set that characterizes
the arts and creative professions”.
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policy solutions by involving creative designers, the civil society, and the third
sector (See OECD, 2013 in Allio 2014)). Moreover, its adoption potential and
the degree of diffusion rate depends on difficult-to-exploit specific skills, such
as educated communication strategies, ethnography, behavioral sciences,
design and architecture; on how risk-return tradeoff of experimenting
'learning by doing’ on trial and error’ basis is perceived differently across the
management and policy entrepreneurs and over time (See Wagener 2012);%
on the power distance between the state and the citizen and the commitment
of bureaucrats; on the degree of maturity and social wisdom; and on eventual
political and social resistance. This is why society often calls upon governments
to categorically eradicate hazards, not just to manage risks (See Alemanno
eds. 2011; Lofstedt 2011; and Wiener et al. eds. 2011. In Allio 2004). However,
as Allio (2014) has argued, these challenges of possible risk averseness in
policy entrepreneurs can be mitigated if its necessity and promising future is
recognized as a critical juncture by the policy and epistemic communities and
are backed by strong and willing political leadership; and if it starts producing
higher levels self-increasing public trust and more confidence to take more
risks in progressive manner.®>®

5 For example, although more agile, and system-based design thinking accounts for the behaviors of policy
designers and the policy design targets, both, it cannot, as have been argued by Clarke and Craft (2022), be a
wholesale replacement of traditional policy design process. Rather, as the authors have maintained, it can be
used where system thinking and networked process are plausible and possible, such as to resolve unorthodox
simple policy implementation problems.

 See Nesta's case study of Seoul (2014), which describes the emergence of a public service innovation
ecosystem through political leadership: http://www.scribd.com/doc/191841429/Seoul-City%E2%80%99s-
social-innovation-strategy-A-modelof-multi-channel-communication-to-strengthen-governance-and-
citizenengagement

£ The global-north have successfully adopted the three trends (digitization, user-centric methodologies and
experimentation) and have created enormous efficiency gains in their service delivery, with demonstrable
benefits to the citizen. Bangladesh has a vision for an initiative driven by South-South cooperation, under the
guidance of United Nations Office for South-South Cooperation (UNOSSC) for collaborative innovations in
public service delivery. The honorable Prime Minister has proposed the need for a collaborative network to
share good practices in this regard, and to find ways to adopt them in other countries in a high-level meeting on
South-South and triangular cooperation for scaling up innovations in public service delivery, convened on the
sidelines of the seventy-first session of the United Nations General Assembly in New York in September 2016.
Heads of State and Government and permanent representatives, officials from missions to the United Nations
and United Nations staff members enthusiastically supported this proposal.
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EXTENSION OF BANGLADESH

CUSTOMS-WATERS
IMPLICATIONS FOR CUSTOMS

Mohammad Abu Yusuf'

Member, 15th BCS (Customs and VAT) Cadre
Additional Secretary, Finance Division, Ministry of Finance

Bangladesh won the maritime boundary dispute with Myanmar on March
15, 2012. The country also won another battle in the international court with
India® on water area issue on July 8, 2014 and established its sovereign rights
over 19,467 square kilometres area in the Bay of Bengal. After the two verdicts
by international courts, Bangladesh got its sovereign rights on 118813

'Dr. Mohammad Abu Yusuf is a member of 15th BCS (Customs and VAT Cadre). Currently, he is an Additional
Secretary, Finance Division, Ministry of Finance.

2 In the long-standing India-Bangladesh Maritime boundary dispute, a Hague-based international court has

given verdict awarding Bangladesh with 19467 square km area of the disputed 25,602 sq km in the Bay of
Bengal.
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Bangladesh won the maritime boundary dispute with Myanmar on March
15, 2012. The country also won another battle in the international court
with India? on water area issue on July 8, 2014 and established its sovereign
rights over 19,467 square kilometres area in the Bay of Bengal. After the two
verdicts by international courts, Bangladesh got its sovereign rights on 118813
square kilometers of territorial sea, 200 nautical miles® (NM) of economic
zone and 354 nautical miles, from Chattogram coastal area, of the underwater
resources at sea. Following the increase in sovereign rights on territorial
waters, “Bangladesh customs-waters" was extended up to twenty-four (24)
nautical miles from previous twelve (12) nautical miles from the appropriate
base line on the coast of Bangladesh by Finance Act, 2021. [S. 2(bb)] of the
Customs Act 1969. This definition was subsequently incorporated in s. 2(35)
in the ST @I, 2020). Itis to be noted that the 24 NM of contiguous zone
(customs waters*) were agreed upon during UNCLOS® Il (Vrancken, 2011).
UNCLOS seeks to balance two crucial, yet conflicting, principles: freedom of
the seas and State sovereignty (Black, 2019 p.357). India extends its customs
water up to 24 NM in 1978 while the same isup to 112 NM in the USA and up
to 24 NM in England and Russia (NBR, 2020). Unlike the territorial sea, the
contiguous zone (customs- waters) only gives jurisdiction to a State/country
onthe ocean's surface and floor. It does not provide air and space rights. (U.S.
Department of the Navy (1989).

SIGNIFICANCE AND IMPLICATIONS

The significance of Bangladesh customs-waters is that the Customs Officer
has powers to both prevent and punish infringement of customs laws.
Persons found on board smuggling or attempting to smuggle, and their
accomplices shall be subject to fine/imprisonment and goods shall be liable
for confiscation. Customs authority need to be there in Bangladesh customs-
waters to challenge such smuggling/smugglers' illegal activities. The authority

3 Customs-waters and territorial waters are not the same. Customs waters: 24 Nautical miles; territorial waters:
12NM

“The waters that stretch into the sea up to a certain limit known as the contagious zone. This also includes any
bay, gulf, harbor, creek or tidal river.

> UNCLOS stands for United Nations Convention on the Law of the Sea.
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to prevent smuggling/contravention of customs law thus empowers customs
to stop and search any vessel; to confiscate a vessel concealing goods; to
search any person on board any vessel, and to confiscate goods in these
waters for violations of Customs Act.

The following are some of the implications of the extension of Bangladesh
customs-waters from 12 to 24 NM.

1. Customs authority has gained legal rights of supervision and monitoring
(customs law enforcement authorities) in the extended area of Customs
Waters in order to check smuggling or to check entrance of illegal ships or
illegal plying of water vessels. The extension of the customs waters provides
customs authority with the ability to conduct engagement with suspect vessels,
and interdiction of vessels in time to prevent their escape.

2. With the extension of the customs-waters from 12 to 24 NM, the
Government now has the right to both prevent and punish infringement of
fiscal, immigration, sanitary and customs laws within the contiguous zone. In
other words, Government is also entitled to exercise the control necessary
to prevent and punish infringements of its customs, fiscal, immigration, and
sanitary laws where those infringements would, or did, occur in its contiguous
zone (customs-waters) (GoB,1974)

In other words, if any person contravenes or attempts to contravene the
Customs Act/import-export related issues, fiscal (such as illegal trading of
dollars/foreign currency in violation of Foreign Exchange Regulations Act
1947), immigration (illegal entry) or sanitary laws (e.g., violation of health
regulations such as forcible entry of vessels with passengers having plague/
contagious disease in the customs waters, pollution from ships in relation to
sanitation purposes in the contiguous zone to prevent sanitation violation) in
the customs waters (contiguous Zone) or enters Bangladesh by committing
an offence in the Contiguous Zone, it shall be an offence. Bangladesh Navy or
Bangladesh Coast Guard is the authority to intercept or prevent such offences
inthe customs waters (Contiguous Zone). And this offence shall be punishable
unders. 18 of the Territorial Waters and Maritime Zones Act 1974 as amended
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by Territorial Waters and Maritime Zones (Amendment) Act, 2021. In taking
actions against the offences, the legislation (s.28) provides authority to
Bangladesh Navy or Bangladesh Coast Guard to arrest of any person; it also
provides for the investigation the offences under the aforesaid Act.

COMPETENT COURT OF TRIAL

In the case of offences committed in the Customs Waters (in contiguous
zone), the offences will be tried/disposed of and punished by the Maritime
Tribunal. The offences and punishments are shown in Table-1.

Offence in Contiguous Court/Trial

Z i.e., in Cust Punishment .
one ('Vsat':rs)“s oms Authority

Imprisonment: Minimum
2 years, maximum 7 years

Contravenes &7 years)
or Attempts to With fine which shall not Maritime Tribunal

be less than taka 10 (ten)

Contravene Customs crore and may extend u/s 27
Law to taka 35 crore
OR
with both
Contravenes
or Attempts to Do Maritime Tribunal

Contravene Fiscal Law

Contravenes or
Attempts to Contravene | Do Maritime Tribunal
immigration Law

Contravenes or
Attempts to Contravene | DO Maritime Tribunal
Sanitary Laws®

Table 1: Offences and Punishment
(Source: S. 18 Territorial Waters and Maritime Zones Act 1974)

® Declaration has to be there that the export product is fit for human consumption. A Sanitary Certificate (A
Certificate of Free Sale) of the product issued by the State Authority (Agriculture or Health) has to accompany
the product-it certifies that the product is fit for human consumption and complies with the Sanitary Regulations
of the Country (Bangladesh).
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The aforesaid offences and punishments are consistent with Section 33 of the
UNCLOS. Bangladesh is a signatory to the UNCLOS (ratified by 168 nations)
and ratified UNCLOS on 27 July 2001 (Interview with Rear Admiral Retd.
Khurshed Alam, 2024)

However, until the establishment of Maritime Tribunal under Sec. 27 of the
Territorial Waters and Maritime Zones Act 1974 Act, any District Judge or
Additional District Judge of any district may be assigned by the Government to
perform the duties of the Maritime Tribunal, in addition to his own duties (Sec.
27, Territorial Waters and Maritime Zones Act 1974 as amended by Territorial
Waters and Maritime Zones (Amendment) Act, 2021.

RULES TO DETAIL AUTHORITY TO EXERCISE POWERS AND TAKE
MEASURES:

The authority to exercise the powers (i.e., prevent or punish the contravention
of and attempt to contravene) and the modus operandi of taking measures
is expected to be detailed in the rules to be framed under the authority of
section 4 of the law.

The customs offences have to be dealt
with by the Customs department while
the offences regarding immigration
may be dealt with under the respective
Law of the concerned department. In
other words, the rules to be framed
by the Government (may be Ministry
of Foreign Affairs in this case) will have
provisions to allow the concerned
department to deal with their issues.

Interview with Rear Admiral For example, if there is a case of
(Retd) Khurshed Alam,
02 January, 2024

duty tax evasion or smuggling of any
commaodity in violation of The customs
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Act, and Bangladesh Navy or Coast guard seized any goods, the goods
have to be handed over to the customs authority for adjudication under
the Customs Act, and/or then bring the case before the competent
court for punishment i.e., Maritime Tribunal under section 27. Similarly,
if a foreign vessel is engaged in loading or unloading of any currency
contrary to the fiscal (FE Act 1947) law of Bangladesh, the issue may be
handed over to the Bangladesh Bank for taking necessary legal action.

STEPS NEEDED BY THE CUSTOMS DEPARTMENT:

It appears necessary for the customs department to increase its logistics
and skills for customs enforcement with a view preventing and punishing
contraventions of customs law/customs and fiscal offence in extended
customs-waters. In particular, customs officials needed to know the legal
authority in the new jurisdictions as enshrined in the Territorial Waters
and Maritime Zones Act 1974. Although Bangladesh Navy or Bangladesh
Coastguard enjoy authority to arrest any person and to investigate offences
under this Act (i.e., among others, in the customs-waters), the vessels are
subject to searches and goods are subject to examinations only by customs
authority.

Chittagong Customs House has two ships named "STa1s61 8 A" These ships
remain inoperative and needs complete overhauling/renovation (discussion
with Member VAT Policy on 14 Jan,2024). Mongla Customs House also has a
ship named "@ISIGITGO1", which also remains inoperative at the moment and
awaits repairing/renovation (discussion with Mr. Syed Ahmmed Rubel, DC, on
15 Jan 2024). Compared with other peer countries, customs department in
Bangladesh lacks logistics facilities in some functional areas. An example will
suffice. At a particular point in time in 2019, 17 customs boats were seen at
Ha Long Bay in Viet Nam. This number would be more if inventories of all the
boats/ships of Viet Nam Customs were taken into account. (Discussion with
Mr. Md. Masud Sadig, Member: Customs Policy, 14 Jan, 2024).
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Indian customs also deploys Customs Marine Vessels to conduct Sea Patrolling
per vessel at different times of the day so that there is always an element of
surprise (Union Govt of India, 2017, p.36). The NBR/Bangladesh Customs
may therefore need to have its own enforcement mechanism; The authority
may also need to organize/procure logistics/Customs Marine Vessels/boat
and radio frequency etc. for customs patrolling in extended Customs-waters
and adjacent areas of sea ports. It seems also necessary to enact an SRO/
rule concerning modus operandi of customs enforcement/supervision in
customs-waters.

CONCLUSION:

It is vital for officials of the immigration, customs, fiscal and sanitation
department to be aware about the authority and mandate they can exercise
in the re-defined customs waters (i.e., in contiguous zone as Bangladesh
customs waters extend up to contiguous zone). A clear idea about the
authority and measures that maritime law allows Bangladesh to exercise in
its extended customs-waters (contiguous zone) the control necessary to: (a)
prevent contravention of its customs, fiscal, immigration or sanitary laws and
regulations within its territory or territorial sea; and (b) punish infringement
of the aforesaid laws and regulations committed within its customs waters.
Without a clear knowledge about the implications of extended customs
waters, and needed capacity, the change in the definition of “customs-waters’
may not bring intended outcome.
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PARTNERSHIP IN CUSTOMS
(TRADITIONAL & NEW)

Mirza Shahiduzzaman

Additional Commissioner, Customs, Excise and VAT Commissionerate
Dhaka (East), Dhaka

Partnership refers to the state of being a partner or partners. Partner is one
associated with another specially in an action. So, Partnership in Customs is to
accomplish its activities by correlating each/every partner action to achieve a
common goal.

Traditional Partnership:

A partnership will be implied by the law when two or more entities are in a
business relationship together with the view to making a profit.

New Partnership:

A new partner in partnership means the old partnership will have to be
dissolved and reformed. The new partnership helps redefine the arrangement
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between the new partner and the old partner.

Purpose of Partnership:

The purpose of partnership arrangement (or partnership contract) is to
establish a business enterprise through a legally binding contract between
two or more individuals or other legal entities. This partnership agreement
designates the rights and responsibilities of each partner or entity involved.

Advantages of Partnership:

Partnership helps to gain shared experience, expertise and knowledge. A
good partnership will help two parties bridge the gap that exists in their solo
operation. It offers a different perspective than what you currently have to be
able to tackle problems in a new way.

Moreover, it has the following benefits:

1. Two heads or more are better than one

Business is easy to establish and start up costs are low
More capital is available for the business

Having greater borrowing capacity

U > W N

Less difficult to face upcoming challenges or adversaries

Principal Activities of Customs:

Globally it is deeply involved in designing and implementing policies that
integrate measures, which help ensure supply chain security, combat
counterfeiting, promote trade and development as well as guarantee efficient
collection of Customs revenue.

What if there was no Customs/International trade:

We would have limited access to goods and services from other countries
leading to a decrease in variety and choice. Without international trade, the
cost of goods and services would likely increase, as a result they would need to
be produced domestically leading to higher prices for consumers.
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Tackling Coronavirous (Covid -19) contributing to a Global
Effort:

International trade plunged in 2020 but recovered sharply in 2021. While total
trade flows are now comfortably above pre- pandemic levels, trade impacts
across specific goods, services and trade partners are highly diverse, creating
pressures on specific sectors and supply chains. The changes in the trade
structure caused by the Covid-19 pandemic in a single year was of a similar
magnitude to changes otherwise typically seen over 4-5 years. Substantial
imbalances across trade partners and products remained at the end of 2021,
and not all of the accumulated losses from the earlier steep declines were
recuperated. The heterogeneity of trade impacts and changes in trade flows
across products, sources and destinations signifies high uncertainty and
adjustment costs, and implies additional incentives for consumers, firms and
governments to adopt new or to intensity existing risk mitigation strategies.
These factors contributed to big shifts and uncertainty in global trade.

Customs has very important role to play in Airports, Sea ports and land ports
having bordering countries. There is a wide scope to engage various traditional
and new agencies to earn legitimate import/export duties and combat
smuggling as well as cross border anti state activities.

Fraudulence is a common practice in Customs import/export course of action.
Al (artificial intelligence) can be used to get the accurate data to eliminate this
malpractice causing huge government revenue earning damages. Many people
fear the impact of unemployment due to the use of Al (artificial intelligence),
but study says it will affect positively as earlier use of Computers did no harm
to us rather it manifolded productivity.

New challenges and activities of International Customs:
Itinvolves:

1. The consolidation of next generation network (NGN) with a focus
on the challenges related to the fight against corruption and the
promotion of integrity in Customs.
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2. Focusing on an assessment of the NGN activities of the NGN in 2023
and the establishment of the road map for 2024.

3. NGN 2023 action plan, in particular a conversation on data
management and integrity surveys relating to gender equality and
diversity.

4. Implementation of the human resources modernization project and
finally the delivery of an A-CPI program training module “Applying the
Revised Arusha Declaration on a daily basis.

5. Need for high level of commitment and capacity building activities to
ensure diversity and intergenerational dialog as well as to address the
challenges related to the fight against corruption and the promotion
of integrity.

Partners:

World Customs Organization (WCO) has three sources of traditional
partners. These are:

1. UN agencies like UNCTAD (united nations conference for trade
and development),

2. Intergovernmental  organizations, like WTO(World trade
organization), and

3. International cooperation, like EU(European union).

WCO has it's own strategies to achieve it's desired goals with a view to
sustain as a successful organization with competence. WCO has widespread
responsibilities ranging from trade facilitation to border security management
to ensure seamless trade. Most of the offices performing Customs formalities
are digitalized worldwide. To meet the prerequisites of digitalization all
the offices need to be digitalized and interconnected. This is because the
concept of National single window (NSW) has been implemented in most of
the countries although our Bangladesh is lagging to some extent till now. But
we have successfully implemented Asycuda World system for Customs which
is integrated with IVas ++ software (integrated vat administration system)
to interchange the data/statistics of Customs and VAT (Value added tax).
This integration facilitates trade and data transfer quickly with ease of doing
business. Delivery of goods speed up and monetary losses at the landing site/
port is minimal and a hassle free business environment is ensured.
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The Vital Roles of Customs Administration are:

Protection of revenue

Facilitation of trade

Safeguarding society through border control and
Provision of import and export data.

> WY =

To attain these above-mentioned purposes more particularly to perform in a
parallel pace with current global trade practices Customs has to accommodate
both traditional and new partners spontaneously, otherwise WCO as an
international trade organization also called the voice of the international
Customs community, is supposed to subside, resulting a question mark on
its effectiveness. But it cannot be, the century old purpose of Customs as a
department will flourish to a far more margin, it will be a source of pride for all
the Customs officials all over the world.

Reference:

No specific reference. The writer has used his own previous experience and
collected evidences from various available sources at random.
You can reach the writer of this article by mailing at: mirzacustoms@gmail.com
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STRENGTHENING THE COMBAT
AGAINST MONEY LAUNDERING:
A COMPREHENSIVE APPROACH IN
BANGLADESH

Md Shamsul Arafin Khan

Joint Director, Customs Intelligence and Investigation Directorate

Introduction:

Money laundering, a multifaceted criminal activity encompassing illegal
earnings, cross-border money movements, and the transformation of illicit
funds into ostensibly legitimate assets, poses a significant challenge to global
financial systems. As mentioned by Mia and Supian (2023), Money laundering
remains a dynamic and sophisticated criminal activity, with perpetrators
consistently employing innovative techniques to exploit the financial system
in order to squander funds. Therefore, authorized agencies face formidable
obstacles in their fight against money laundering (Muhammad Ali Miah
and Kamisah Supian n.d.). This paper delves into the intricacies of money
laundering, the stages of the inquiry and investigation under Money Laundering
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Prevention Act (MLPA) 2012 and MLPR 2019, the role of various forums,
challenges encountered by various agencies including Customs Intelligence
and Investigation Directorate (ClID), and proposes recommendations for
a more robust and efficient anti-money laundering (AML) framework in
Bangladesh.

Understanding the Consequences of Money Laundering:

Money laundering involves a tripartite process - placement, layering, and
integration. The funds acquired through illegal means are first placed into the
financial system, followed by layering, where the money's origin is obscured
through complex transactions, and finally, integration, where laundered funds
are reintroduced into the economy as seemingly legitimate assets. The act of
money laundering in Bangladesh has significant repercussions. It gradually
wears away the amount of money the government collects in taxes, increasing
both the expense and difficulty of collecting taxes. This illegal conduct poses
a threat to the country’s standing in the international community, causing
economic instability and impeding foreign investments. The integrity of the
financial system is compromised when financial institutions unknowingly
get involved in money laundering activities, leading to its degeneration.
The Financial Services industry, weighed down by the expenses associated
with regulatory compliance, have a negative impact on the cost of living. In
addition, money laundering leads to a lack of cash, which in turn causes bank
runs that pose a threat to the stability of financial institutions and tarnish
their reputations. This further worsens the negative effect on Bangladesh's
economic well-being (Laila Ferdousy 2022:384-86).

Stages of the Probe is followed by CIID:

Upon receiving a complaint about money laundering inside the Directorate of
Customs Intelligence and Investigation (CIID), itis then brought to the Scrutiny
Committee. According to the Prevention of Money Laundering Rules 2019,
the Scrutiny Committee is formed by the officials of CIID. If there is clear and
apparent proof of a crime in the submitted complaint, the Chief of CIID (DG)
grants authorization to an inquiry into money laundering. Upon receiving
the aforementioned consent, an Inquiry Officer is appointed. The officer
concluded the inquiry within the legally mandated timeframe and submitted
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a report documenting the indicators of money laundering. However, if no
components of criminal activity is discovered, the complaint is dismissed. Prior
tolaunchingthe lawsuit, itis necessary to get approval from the National Board
of Revenue, based on the report indicating components in money laundering.

During the approval procedure, the Member, National Board of Revenue,
recommends to file a case in an agreed meeting. Subsequently, it must be
approved by the High-up of the National Board of Revenue. Subsequently,
the case is submitted to the court, initiating a comprehensive investigation.
The investigative procedure involves gathering all relevant and persuasive
evidence, which is then submitted to the court as a statement of charges. If
there is insufficient convincing evidence and conclusive supporting evidence,
the case will not be upheld throughout the prosecution procedure. Under
such circumstances, FRT is provided. On the other hand if the judge reaches
a conclusion based on the supporting evidence, the case is then concluded
and the accused may face penalties according to the verdict. However, the
investigations are hindered by the authorities’ inability to provide in court the
necessary documentation from the relevant nations to support their claims of
illicit money transfers. Legal experts attribute this state of things to the inability
and inadequate training of the personnel involved. Therefore, despite a great
number of agencies, their ability to effectively combat money laundering
is limited. Meanwhile, those engaged in money laundering are evading
punishment (Asaduzzaman 2023).

Various Forums and Entities Involved in countering Money
Laundering:

Bangladesh has implemented a comprehensive framework to address money
laundering, which includes the establishment of many institutions and forums
specifically focused on preventing and investigating such crimes. Currently,
six law enforcement agencies including Anti-corruption Commission, CID,
BSEC, NBR, Bangladesh Customs (ClID), Narcotics Control Department,
Environment Directorate are actively conducting inquiries and investigations
into 27 predicate offences that are connected to money laundering. The
coordination efforts are directed by two influential task forces: the Central

oL



Task Force, managed by the Bangladesh Financial Intelligence Unit (BFIU),
and the Stolen Asset Recovery Task Force, headed by the Attorney General of
Bangladesh.

The National Coordination Committee (NCC), led by the honorable Finance
Minister of Bangladesh, is responsible for overseeing the Money Laundering
Prevention Rules at the national level. The committee, which is consisting of
15 members from diverse government entities, is tasked with developing vital
national policies to combat money laundering and the funding of terrorist
operations. The NCC facilitates the enforcement of these policies by issuing
directives to relevant agencies, facilitating coordination among several
ministries, and evaluating Bangladesh's adherence to global benchmarks.
Furthermore, it assesses the yearly operations of the BFIU, investigative
agencies, and regulatory authorities.

Likewise, the NCC is backed by the Working Committee (WC), which functions
under its jurisdiction. The WC is responsible for formulating and disclosing
measures to combat money laundering and terrorist financing, supervising the
activities of government departments and agencies, promoting collaboration
and information exchange, and implementing action plans in accordance with
NCC policy. Both the NCC and WC are required to have meetings at least three
times a year to maintain efficient cooperation, assess operations, and make
well-informed choices in the continuing battle against money laundering and
terrorist funding. This system prioritizes the synchronization, development
of policies, and assessment to maintain and enforce both national and
international benchmarks in the prevention of financial crimes.

Challenges Faced in combatting Money Laundering:

The resolution of money laundering investigations encounters substantial
obstacles stemming from several institutional deficiencies. An important
obstacle is the lack of competence among law enforcement officials, which
is made worse by a shortage of sophisticated technology, intelligence, and
surveillance equipment. The effectiveness of investigations is also impeded by
a scarcity of sufficiently skilled professionals, obstructing the pursuit of intricate
financial offences. In addition, the lengthy legal procedure exacerbates the
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situation, since merely 56 out of 752 cases have been resolved in the last
20 years, highlighting the slow speed of judicial processes. The absence of a
prompt conclusion not only extends the time it takes to achieve justice but
also enables prospective wrongdoers to avoid being held accountable.

According to the GFI Report 2017, transnational crimes such as drug,
weapons, human, and wildlife trafficking have the highest retail value and are
also responsible for money laundering (Channing May 2017:xi) . However, the
number of cases connected to these crimes is the lowest.

Due to the prevalent use of 'hundi' in most transactions, it is sometimes
difficult to prosecute instances under the money laundering statute due to the
absence of witnesses and evidence. Investigative organizations are likewise
experiencing a scarcity of skilled personnel (Prothom Alo 2023).

Submitting a Mutual Legal Assistance Request (MLAR) for money laundering
cases in Bangladesh is impeded by multiple obstacles. Additionally, certain
Bangladeshi individuals engaged in illicit financial activities also possess
substantial business entities in Singapore, Dubai, Hong Kong, Thailand,
the United Kingdom, and the United States. As to the 2019 report from the
International Consortium of Investigative Journalists (ICl)), as referenced by
Liala Ferdaousiin 2022, it has been observed that Bangladeshis are acquiring
homes in Malaysia and Canada to protect their cash held in Swiss banks (Laila
Ferdousy 2022:384). While bilateral treaties for Mutual Legal Assistance in
Recovery (MLAR) exist with India and South Africa, there is currently no treaty
in effect with countries thatare destinations for laundered money. This lack of a
treaty has resulted in a poor rate of success in MLAR efforts (Mamun Abdullah
2023). Additionally, the collecting of information is made difficult by intricate
internal systems, and it is common for delays to occur while obtaining wealth
information from Foreign Financial Intelligence Units (FIUs). Regrettably, the
feedback received from FIUs are not considered as conclusive evidence, hence
intensifying the challenge of constructing legal cases. Moreover, the frequent
rotation of investigation personnel hampers the continuity of cases, presenting
substantial challenges to the efficacy of money laundering investigations.
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Recommendations for a Robust AML Framework:

Firstly, In order to strengthen the attention given to investigations related
to money laundering, it is advisable to establish a dedicated wing. This unit,
which operates solely under the National Board of Revenue (NBR), will focus
on creating specialized knowledge and techniques to effectively tackle the
intricacies of financial crimes.

Secondly, Efficient retrieval of information is crucial, and to achieve this, it
is imperative to establish partnerships with important organizations like
Bangladesh Bank, NGO Affairs Bureau, and Microcredit Regulatory Authority.
These collaborations will provide prompt access to the bank accounts
of persons under suspicion and their associates. Efficient and prompt
investigations rely heavily on this expedited access to financial information.

Thirdly, Measures should be taken to speed the gathering of vital data, such
as land information via sub-registry offices, and improving accessibility to the
Savings Certificate Directorate. These steps will enhance the comprehension
of financial transactions and assets in a more complete manner.

Furthermore, Employing the immigration database may assist in monitoring
travel records, enabling authorities to enforce limitations on overseas
journeys by persons engaged in dubious financial transactions. Implementing
this proactive strategy may effectively deter prospective money launderers
from evading investigation.

On top of that it is important to foster cooperation among law enforcement
entities, such as the police. Creating efficient routes for information exchange
and intelligence sharing would enable various authorities to collaborate
effectively, combining resources and expertise to combat money laundering.

Finally, A comprehensive change is necessary, which should include the
use of extensive investigation methodologies, advanced technical systems,
and worker education. This extensive revamp will guarantee a more flexible
and efficient reaction to the changing characteristics of financial offences,
bolstering the country's capacity to fight money laundering.
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Conclusion:

To effectively prevent money laundering, it is necessary to adopt a holistic
strategy that is in line with the theme "Customs Engaging Tradition and New
Partners with Purpose.” The creation of a specialized division, as a component
of legal and procedural improvements, demonstrates a dedication to updating
conventional investigation methods. Efficiently facilitating access to vital
information demonstrates a deliberate partnership with organizations such as
Bangladesh Bank, NGO Affairs Bureau, and Microcredit Regulatory Authority.
Furthermore, promoting collaboration among law enforcement agencies is in
line with the topic, highlighting the significance of using both conventional and
innovative partners. These actions jointly strengthen Bangladesh's dedication
to openness, accountability, and the integrity of its financial system in relation
to the larger context of the Customs Day subject.
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NAVIGATING THE
DIGITAL FRONTIER

A COMPREHENSIVE ANALYSIS OF
INDIRECT TAXATION IN BANGLADESH'S
E-COMMERCE

Tarek Mahmud

Deputy Director, Central Intelligence Cell, National Board of Revenue

ABSTRACT

The rapid growth of e-commerce in Bangladesh has transformed the
country's economic landscape, presenting both opportunities and challenges
for policymakers. This comprehensive analysis explores the intricacies of
indirect taxation within the burgeoning e-commerce sector, shedding light
on the current regulatory framework, emerging trends, and potential avenues
for reform. By delving into the complexities of taxation in the digital realm,
this study aims to provide valuable insights for stakeholders, including
government bodies, businesses, and consumers, to foster a tax environment
that promotes sustainability and equitable economic growth.
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1. Introduction

In an era characterized by unprecedented technological advancements and
digital transformation, the global economy is witnessing a paradigm shift
towards digitalization. Bangladesh, like many other nations, finds itself at
the crossroads of this digital frontier, where traditional economic structures
are being reshaped by the rapid emergence of the digital economy. The
digital sector, encompassing e-commerce, digital services, and technology-
driven enterprises, has become a cornerstone of economic growth, fostering
innovation and connectivity.

As Bangladesh embraces the opportunities presented by the digital age,
it grapples with the need to adapt its tax policies to effectively capture and
regulate the burgeoning digital economy. Taxation in the digital sphere
presents a myriad of challenges, including the borderless nature of online
transactions, the intangibility of digital assets, and the evolving business
models that transcend traditional geographical boundaries. Against this
backdrop, the necessity of formulating a robust and adaptive tax framework
tailored to the unique dynamics of the digital economy in Bangladesh becomes
increasingly evident.

This study aims to delve into the intricacies of taxing the digital economy,
especially e-commerce in Bangladesh, exploring the current landscape,
identifying challenges, and proposing pragmatic solutions. By understanding
the nuances of digital taxation, policymakers can create an environment that
not only fosters innovation but also ensures a fair and sustainable revenue
stream for the government. Through an in-depth analysis of global best
practices, case studies, and the unique socio-economic context of Bangladesh,
this paper seeks to provide valuable insights that can inform the development
of effective taxation policies to navigate the complexities of the digital frontier
in Bangladesh.

Petchko (2018) described that the research questions will guide researchers
to pick the most suitable methodology. The methodology of this study requires
qualitative approach. 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 (2016) also described that
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qualitative research is very much effective in analyzing texts and documents,
such as government reports, media articles, websites, to learn about
distributed or private knowledge.

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 data are collected from
several secondary sources, mainly from different policy documents and the
research papers of the Government of Bangladesh, World Bank, OECD, ADB,
researchers, websites, etc. The researcher’s involvement in the working
procedures in collecting taxes 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.

There are a limited number of studies that have analyzed the Taxation in
Bangladesh's Digital Economy exclusively. Most relevant examples include
the study of Asian Development Bank (Mullins, 2022), and OECD (2014).
Both studies analyzed the Taxing digital economy in developing Asia and
global aspects respectively. The findings of both studies showed taxing digital
economy is becoming a cumbersome process and it requires a number of
multilateral and unilateral tax initiatives. However, these studies chose the
different areas of concentration— broad areas of coverage and focusing on
developing Asia. Center for Policy Dialogue (2023) studied the current taxation
system on digital economy in Bangladesh and found there are huge potential
untapped tax exists in the economy of Bangladesh in the sector of digital
economy. But the coverage of that study is both direct and indirect taxed. This
paper differs from Asian Development Bank (Mullins, 2022), OECD (2014)
and Center for Policy Dialogue (2023) by focusing exclusively on indirect
taxes like Customs duties and VAT perspective of Bangladesh. This study is
concentrating exclusively on taxing digital economy in Bangladesh can help
National Board of Revenue to identify the gaps in these areas and assist policy
reforms. Moreover, only a few studies, has been conducted in Bangladesh to
analyze the burning issue of taxing digital economy, although it has already
become a massive blow. Such an analysis will be beneficial for the National
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Board of Revenue to understand the real scenario of this system, and it may
further help to reevaluate the implementation policies.

2. Overview of the Digital Economy in Bangladesh

The digital economy lacks a universally accepted definition due to its
pervasive influence across diverse economic sectors. The Asian Development
Bank (2021) proposes a definition, considering the digital economy as the
cumulative impact of economic transactions involving both digital products
and digital industries on GDP. Digital products, characterized by their primary
function of generating, processing, and storing digitalized data, encompass
software publishing, web publishing, telecommunication services, and
specialized support and services. Digital industries are the principal producers
of such products (ADB, 2021).

Distinguishing between the "digital sector” and the "digital economy” for
statistical purposes, the International Monetary Fund (2021) defines the
former as core digitalization activities, including ICT goods and services, online
platforms (e.g., Google, Facebook, Alibaba), and platform-related activities like
peer-to-peer platforms and ridesharing apps. In contrast, the digital economy
embodies the pervasive digitalization of the modern economy, extending its
influence across almost all sectors (IMF, 2021).

For tax policy considerations, a specific definition of the digital economy is not
imperative. What holds significance is ensuring the adequate taxation of digital
transactions, incomes, and profits. The international consensus in discussions
on digital economy taxation emphasizes the integration of digital transactions
into broader economic activities, advocating against isolated and specially
treated taxation for the digital economy.

2.1 Popular E-commerce Models

E-commerce, or electronic commerce, refers to the buying and selling of
goods and services over the internet. There are various e-commerce models,
each with its unique characteristics and business strategies. Here are some
common e-commerce models Shown in Graph 1:
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Business to Consumer (B2C): In the B2C model, businesses sell products or
services directly to individual consumers. Examples: Amazon, eBay, and most
online retail stores.

Business to Business (B2B): B2B e-commerce involves transactions between
businesses. One business sells products or services to another business.
Examples: Alibaba, ThomasNet, and industry-specific online marketplaces.

Consumer to Consumer (C2C): C2C e-commerce occurs when individual
consumers sell directly to other consumers. Examples: eBay (for auctions),
Craigslist, and peer-to-peer platforms like Airbnb.

Consumer to Business (C2B): In C2B, individual consumers offer products
or services to businesses. Examples: Influencer marketing, where individuals
promote products or services to businesses, and platforms where consumers
sell their content or skills to companies.

2.2 Popular E-commerce Models in Bangladesh

The e-commerce landscape in Bangladesh has been evolving, and various
e-commerce models have gained popularity. Keep in mind that the specific
popularity of these models may change over time. Here are some popular
e-commerce models observed in Bangladesh as shown in Graph 2:
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2.2.1 Business to Consumer (B2C): Numerous B2C e-commerce platforms
in Bangladesh facilitate direct transactions between businesses and individual
consumers. These platforms offer a wide range of products, including
electronics, fashion, and daily essentials. Examples: Daraz, AjkerDeal, and
Chaldal.

2.2.2 Consumer to Consumer (C2C): C2C e-commerce is also gaining traction
in Bangladesh, where individuals can sell products directly to other consumers
through online platforms. Examples: Bikroy, Othoba (C2C is a component in
their model).

2.2.3 Fashion and Lifestyle Platforms: Specialized e-commerce platforms
focusing on fashion and lifestyle products have seen significant growth in
Bangladesh. Examples: Evaly, Bagdoom, and PriyoShop.

2.2.4 Grocery and Food Delivery: E-commerce models that focus on grocery
shopping and food delivery have become increasingly popular in Bangladesh,
especially in urban areas. Examples: Chaldal (for groceries), Foodpanda, and
Pathao Food.

2.2.5 Travel and Ticketing Platforms: E-commerce platforms that facilitate
online booking of travel-related services, such as flights, hotels, and bus
tickets, have gained popularity. Examples: Go Zayaan, Bproperty (for property
and travel services).
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2.2.6 Online Marketplaces: Comprehensive online marketplaces that bring
together various sellers and offer a diverse range of products and services.
Examples: Daraz, AjkerDeal.

2.2.7 Healthcare and Pharmacy: E-commerce models focused on healthcare
and pharmaceutical products have gained significance, especially considering
the global health situation. Examples: Othoba (pharmacy section), Pharmacy.
com.bd.

2.2.8 Tech and Gadgets: Platforms specializing in the sale of electronic
gadgets and tech-related products. Examples: Pickaboo, Gadget and Gear.

2.2.9 Handmade and Artisanal Products: E-commerce models supporting
local artisans and offering handmade or unique products. Examples: Rokomari
(in addition to books, it includes handmade products).

2.2.10 Subscription-based Models: Some platforms in Bangladesh offer
subscription-based services, delivering products regularly to customers’
doors. Examples: Sheba.xyz (for services), Grameenphone's Go+ (for digital
content).

2.3 E-commerce Stakeholders

In the complex ecosystem of e-commerce, various stakeholders play integral
roles, contributing to the overall functioning and success of the industry. Here
are key e-commerce stakeholders:

2.3.1 Consumers: Consumers are at the core of the e-commerce ecosystem.
They browse, shop, and make transactions online for goods and services.

2.3.2 E-commerce Platforms: Platforms serve as the digital marketplace
where buyers and sellers interact. Examples include Amazon, Alibaba, eBay,
and local platforms like Daraz.

2.3.3 Online Retailers/Sellers: These are businesses or individuals who list
and sell products or services on e-commerce platforms.

2.3.4 Payment Gateways: Payment gateways facilitate secure online
transactions by processing payments from consumers to sellers. Examples
include PayPal, Stripe, and local payment gateways.

2.3.5 Logistics and Delivery Services: Companies involved in the
transportation and delivery of goods ordered online. This includes courier
services, delivery companies, and last-mile delivery providers.
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2.3.6 Digital Marketing Agencies: Agencies specializing in digital marketing
strategies to promote e-commerce platforms and products. This includes
search engine optimization (SEQ), social media marketing, and online
advertising.

2.3.7 Manufacturers and Suppliers: Entities responsible for producing or
supplying the actual products sold on e-commerce platforms. They may be
individual sellers, wholesalers, or manufacturers.

2.3.8 IT and Technology Providers: Companies providing the technological
infrastructure, software, and support necessary for the operation of
e-commerce platforms. This includes website developers, cloud service
providers, and tech support services.

2.3.9 Regulatory Bodies and Governments: Governments and regulatory
bodies establish and enforce laws and regulations governing e-commerce,
ensuring fair trade practices, consumer protection, and data privacy.

2.3.10 Financial Institutions: Banks and financial institutions play a crucial
role in e-commerce by providing financial services such as online banking,
credit card processing, and facilitating transactions.

2.3.11 Consumer Protection Agencies: Organizations responsible for
safeguarding consumer rights and ensuring fair business practices within the
e-commerce sector.

2.3.12 Security and Cybersecurity Providers: Entities specializing in securing
online transactions, protecting against cyber threats, and ensuring the privacy
and security of customer information.

2.3.13 Marketplace Aggregators: Aggregator platforms that compile and
present products from multiple e-commerce sites, allowing users to compare
prices and features. Examples include Google Shopping.

2.3.14 Review and Rating Platforms: Platforms that allow consumers to
provide reviews and ratings for products and services, influencing purchasing
decisions. Examples include Yelp, Trustpilot, and user reviews on e-commerce
platforms.

The relationships and interactions among these stakeholders contribute to
the overall dynamics and success of the e-commerce ecosystem. Each plays a
vital role in shaping the industry and meeting the diverse needs of consumers
and businesses.
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2.4 Channels in Online Platform

In the context of online platforms, “channels” refer to various avenues or
methods through which businesses or individuals reach and engage with their
audience. These channels are crucial for marketing, sales, and communication
strategies. Here are some key channels commonly utilized on online platforms:

[ Websites ] *E.g., Aarong.com, Yellowclothing.net, GoZaayan, Bikroy.com

Online stores «E.g., Chaldal, Meenaclick.
Mobile apps =E.g., Food Panda, Pickaboo, Pathae, Uber
Marketplaces s E.g., Daraz, Pickaboo, Priyoshap etc.

Social media *E g, Facebook, WeChat, Linkedin

Search engines *E.g., Google, Yahoo, Bing

Media sharing platforms +E.g., YouTube, Tiktok, Spotify, Vimeo
Content optimization *Eg, Vlog, Blogs
Gaming websites «E.g., Ludo king, Subway surfer
Betting and gambling websites =E.g., Parimatch, Rajabets, Baji.live, 1xBet, Crickx

Website: The primary online channel for businesses, providing information
about products or services, facilitating transactions, and serving as a hub for
other marketing efforts.

Social Media Platforms: Leveraging social media channels (e.g., Facebook,
Instagram, Twitter, LinkedIn) to connect with audiences, share content, and

promote products or services.

Email Marketing: Communicating directly with customers through email to
share updates, promotions, and personalized offers.

Content Marketing: Creating and distributing valuable, relevant content to
attract and engage the target audience. This can include blog posts, articles,

videos, and other content types.

Search Engine Optimization (SEO): Optimizing online content to improve its
visibility on search engines, driving organic traffic to websites.

Search Engine Marketing (SEM): Utilizing paid advertising on search engines
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(e.g., Google Ads) to increase visibility and attract potential customers.

Affiliate Marketing: Partnering with affiliates who promote products or
services in exchange for a commission on sales generated through their
unique referral links.

Online Marketplaces: Joining established online marketplaces (e.g., Amazon,
eBay, Etsy) to reach a broader audience and benefit from their existing
customer base.

Mobile Apps: Developing mobile applications to provide a more seamless and
convenient experience for users accessing the platform via smartphones or
tablets.

Chatbots and Messaging Apps: Implementing automated chatbots or using
messaging apps to provide instant customer support, answer queries, and
engage with users.

Podcasts and Audio Platforms: Creating and sharing audio content on
platforms like Spotify or podcast directories to connect with audiences through
a different medium.

Live Streaming: Engaging with audiences in real-time through live video
streaming on platforms such as Facebook Live, Instagram Live, or Twitch.

Community Forums and Discussion Boards: Participating in or creating
forums and discussion boards where users can share information, ask
questions, and interact with the community.

Influencer Marketing: Collaborating with influencers or individuals with a
significant online following to promote products or services.

Online Advertising: Utilizing various forms of online advertising, such as

display ads, video ads, or native advertising, to increase visibility and drive
traffic.
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Customer Reviews and Testimonials: Encouraging and showcasing customer
reviews and testimonials as a channel to build trust and credibility.

SMS Marketing: Sending promotional messages, updates, or alerts directly to
customers through text messages.

Businesses often employ a combination of these channels to create a
comprehensive online presence and engage with their target audience
effectively. The choice of channels depends on the nature of the business, the
target audience, and the overall marketing strategy.

2.5 Payment Method

In Bangladesh, the e-commerce industry has been rapidly growing, and
various payment methods are available to cater to the diverse needs of
consumers. The payment landscape in Bangladesh includes both traditional
and digital payment options. Here are some common payment methods used
in e-commerce in Bangladesh:

Cash on Delivery (COD): Cash on Delivery remains a popular payment
method in Bangladesh, allowing customers to pay in cash when the product is
delivered to their doorstep.

Mobile Financial Services (MFS): Mobile financial services, commonly known
as mobile banking, are widely used in Bangladesh. Services like bKash, Nagad,
and Rocket allow users to make payments, transfer funds, and even shop
online.

Debitand Credit Cards: The use ofdebitand creditcardsforonlinetransactions
has been increasing. Major card networks like Visa and MasterCard are widely
accepted.

Internet Banking: Many banks in Bangladesh provide internet banking

services, allowing customers to make online payments directly from their bank
accounts.
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Digital Wallets: Digital wallet services are gaining popularity. bKash and
Nagad, for example, also function as digital wallets, enabling users to store
funds and make online purchases.

Bank EMI (Equated Monthly Installment): Some e-commerce platforms in
Bangladesh offer the option to pay for purchases in installments using specific
credit cards, providing customers with greater flexibility.

Internet Payment Gateways: Online payment gateways, such as
SSLCOMMERZ and Payza, facilitate secure online transactions by connecting
e-commerce platforms with banks.

Buy Now, Pay Later (BNPL): Some platforms collaborate with BNPL services,
allowing customers to make purchases and pay for them in installments.
Partnerships with global BNPL providers may also be in place.

The choice of payment method often depends on customer preferences,
accessibility, and trust in the security of the transaction. E-commerce
businesses in Bangladesh typically integrate multiple payment options to
ensure a seamless and inclusive shopping experience for their customers.

2.6 Delivery Channels

In Bangladesh, the e-commerce sector has been expanding rapidly, and
various delivery channels are utilized to ensure timely and efficient shipment
of products to customers. Here are common delivery channels used in
e-commerce in Bangladesh:

In-House Delivery Teams: Many e-commerce companies maintain their in-
house delivery teams to handle the fulfillment and delivery process. These
teams are responsible for picking up products from warehouses and delivering
them directly to customers. Example: Daraz, one of the largest e-commerce
platforms in Bangladesh, maintains its in-house delivery teams for order
fulfillment and delivery.

Third-Party Logistics (3PL) Providers: E-commerce platforms often

o:@



collaborate with third-party logistics providers for efficient and cost-
effective delivery services. These logistics companies specialize in managing
transportation, warehousing, and distribution. Example: AjkerDeal
collaborates with third-party logistics providers to handle transportation and
delivery, ensuring efficient and reliable services.

Crowdsourced Delivery: Some e-commerce platformsleverage crowdsourced
delivery models where independent individuals or small delivery businesses
are engaged to fulfill orders. This approach can be particularly useful for last-
mile delivery. Example: Pathao, a popular ride-sharing and delivery platform,
utilizes crowdsourced delivery where individuals can sign up to become
delivery partners for e-commerce orders.

Collaboration with National Postal Services: E-commerce companies
may partner with national postal services for the delivery of products. This
collaboration allows for wider coverage, especially in remote or rural areas.
Example: Grameenphone Shop, an online retail platform, may collaborate
with Bangladesh Post for nationwide delivery services.

Click and Collect (Pickup Points): Some e-commerce platforms offer a "Click
and Collect” service, where customers can choose to pick up their orders from
designated pickup points or physical stores. Example: Rokomari, an online
bookstore, offers a “Click and Collect” service, allowing customers to pick
up their orders from designated pickup points besides their regular last mile
delivery.

Own Retail Stores as Pickup Points: In some cases, e-commerce companies
with a physical presence may use their own retail stores or outlets as pickup
points for customers who prefer to collect their orders in person. Example:
Evaly, an e-commerce platform, may use its own physical stores as pickup
points for customers to collect their orders.

Express Delivery Services: E-commerce platforms often provide express

delivery options for customers who require faster shipping. This may involve
collaboration with courier services that specialize in expedited deliveries.
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Example: PriyoShop offers express delivery options for customers who need
faster shipping, collaborating with express courier services for timely deliveries.

Collaboration with Ride-Sharing Services: Some e-commerce companies
collaborate with ride-sharing services to facilitate faster and more flexible
deliveries. Ride-sharing drivers may be utilized for certain types of deliveries.
Example: Sheba.xyz, a service marketplace, may collaborate with ride-sharing
services like Pathao for faster and more flexible deliveries of services.

Cross-Border Logistics: For international e-commerce, collaboration with
cross-border logistics providers is essential to manage the shipment of
products across borders. Example: Alibaba, an international e-commerce
platform, collaborates with cross-border logistics providers to manage the
shipment of products from international sellers to customers in Bangladesh.

It's important to note that the choice of delivery channels may vary across
different e-commerce platforms in Bangladesh, and some platforms may use
a combination of these methods to optimize their delivery networks.

Several logistics and delivery partners operate in Bangladesh, providing
services to various e-commerce platforms. Here are some logistics and
delivery partners that have been active in Bangladesh:

Pathao Logistics: Pathao is a popular ride-sharing and delivery service in
Bangladesh, offering delivery solutions for various e-commerce platforms.

eCourier: eCourier is a logistics and delivery service provider in Bangladesh,
catering to the e-commerce sector for efficient parcel delivery.

Paperfly: Paperfly is a logistics company in Bangladesh that specializes in
e-commerce delivery, providing services like cash-on-delivery (COD) and

real-time tracking.

Sundarban Courier Service (Pvt.) Ltd.. Sundarban Courier is a well-
established courier service in Bangladesh, often utilized for delivering parcels
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and documents.

Continental Courier: Continental Courier is another courier service provider
in Bangladesh offering logistics solutions for e-commerce businesses.

SA Paribahan: SA Paribahan is a courier and logistics company in Bangladesh,
providing delivery services for parcels and documents.

FedEx: FedEx, an international courier and logistics company, operates
in Bangladesh and collaborates with various e-commerce platforms for
international shipments.

DHL: DHL, a global logistics company, is present in Bangladesh and serves as
a delivery partner for international e-commerce shipments.

Janani Express: Janani Express is a courier and logistics service provider
offering parcel and document delivery services in Bangladesh.

United Parcel Service (UPS): UPS is an international courier and logistics
company that provides shipping services for cross-border e-commerce
transactions in Bangladesh.

RedX: RedX is known for providing e-commerce fulfillment and delivery
services, including last-mile delivery solutions. It has been involved in
supporting various e-commerce platforms by handling the logistics aspect of
order fulfillment and ensuring timely deliveries to customers.

Bangladesh Post: It is the government mechanism for providing delivery
services in Bangladesh for e-commerce goods. Bangladesh Post also
collaborates with various e-commerce platforms to handle the delivery of
parcels and packages. E-commerce businesses can choose to partner with
Bangladesh Post to reach customers in different regions, including remote
and rural areas.

oW



2.7 E-commerce Market Size in Bangladesh

The e-commerce market in Bangladesh is poised for accelerated growth in
the upcoming years, driven by increasingly efficient platforms leveraging the
insights gathered from years of data mining. As per Research and Market
(2023) e-commerce market size in Bangladesh is as follows:

[figure in USD billion)

10.5
3 i
2021 2022 2026
Source: Research and Market (2022) Note: CARG 12.3% between 2022:2026

Graph 3

2.8 Projected Growth in Bangladesh

E-commerce is a growing concern in Bangladesh and researcher found that
the e-commerce market will be triple from 2021 to 2026 as depicted in Graph-
4 (The Business Standard 2022).

PROJECTED E-COMMERCE
MARKET GROWTH IN
UPCOMING YEARS

CAGR 12.30% DURING 2022-26
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Graph 4
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2.9 Government Policies

Government policies play a crucial role in shaping the regulatory environment
and facilitating the growth of the e-commerce sector. Here are some key
aspects of government policies for e-commerce in Bangladesh:

Smart Bangladesh Strategy: The Smart Bangladesh initiative, launched by the
government, aims to transform the country into a knowledge-based society
through the use of digital technology. This overarching strategy includes
policies and initiatives that impact various sectors, including e-commerce.

National E-commerce Policy: Bangladesh has incorporated National Digital
Commerce Policy 2018 to address the challenges and opportunities in the
e-commerce sector. It has also passed Digital Business Identification (DBID)
Registration Guidelines 2022 which can assist to provide a framework for the
development and regulation of e-commerce activities.

Payment and Financial Regulations: Regulations related to online payment
systems and financial transactions are crucial for the smooth functioning of
e-commerce. The government may establish guidelines to ensure the security
and efficiency of digital payment methods.

Taxation Policies: Taxation policies for e-commerce businesses, including
value-added tax (VAT) and other relevant taxes, may be outlined by the
government. These policies aim to ensure fair taxation and revenue collection
from e-commerce transactions.

Cross-Border E-commerce Regulations: Given the global nature of
e-commerce, governments often establish regulations for cross-border
e-commerce activities. This includes customs and import/export regulations
for international e-commerce transactions.

Data Privacy and Cybersecurity: Policies related to data privacy and
cybersecurity are crucial for building trust in the digital economy. Governments
may introduce regulations to protect user data and ensure the security of
online transactions.



3. E-commerce and Customs

3.1 Cross-Border E-Commerce

Cross-border e-commerce in Bangladesh has emerged as a dynamic and
increasingly vital component of the nation’s digital economy. With a growing
emphasis on international trade, the government has implemented a
regulatory framework to facilitate secure and transparent cross-border
transactions. This framework encompasses customs and import regulations,
guidelines for international payment systems, and measures to ensure
consumer protection. As businesses integrate with global digital payment
gateways and leverage international partnerships, the landscape of cross-
border e-commerce continues to evolve, presenting new opportunities and
challenges for both businesses and consumers in Bangladesh.

3.2 Legal Coverage of cross-border e-commerce in Bangladesh

Regulations related to customs and imports play a crucial role in cross-

border e-commerce. The government outlines procedures, tariffs, and duties

associated with importing goods into Bangladesh. The main coverage are as
follows:

1. Section 144 of Customs Act, 1969 allows import and export by Postal
Services and label of the package can be considered as the Customs
declaration.

2. Section 145 of the Customs Act, 1969 describes the duty applicability of
goods imported or exported by postal services.

3. Mailing Operator and Courier Service Rules, 2013 describes the
procedures and obligations of private mailing operators and courier
services.

4. Courier Services (Assessment) Operations and Licensing Rule, 2016
describes the courier services operations and licensing procedures under
Customs Act, 1969.

3.3 Types of Operations in Cross-border E-commerce:

There are two major types of cross-border e-commerce operations in
Bangladesh. These are:
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Postal Services: In this type, Bangladesh Post provides the services for cross-
border e-commerce. It covers:

1. Documents

2. Parcels

Courier Services: Private courier services provide cross-border e-commerce
services in the following areas:

1. Documents

2. Parcels

3.4 Courier Services (Assessment) Operations and Licensing Rule, 2016

Courier Services (Assessment) Operations and Licensing Rule, 2016 describes
the courier service operations and licensing procedures under Customs Act,
1969. The detail procedures are as follows:

Manifest Submission Manifest Handling Agent pick
. ——=| Registration/RM by |——=| the goodsfor Courier
before arrival N
Customs service
\i,
Scan_nlngthe 5 Co_urlerSerwce 5 Entryto tl:1e Courier
consignment received the goods Register
‘&’
Submitting Bill of
Entry
+5Single Bill of entry for all
documents ina single —> ASSES?I’I"I-E!I’]T —— Duty Payment
manifest/MAWB completion
#Individual Bill of
entry/declaration against
HAWB (Other Goods)
Release of Goods

Graph 5
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Courier Services: Courier services also play a pivotal role in cross-border
e-commerce in Bangladesh. The number of e-commerce consignments
increases over the years and the graph-6 shows the booming scenario in
Bangladesh in recent years.

Q 2020-2021

FY 2020-21

Bill of Entries: 420141
sValue: 7.60 billion (BDT)
*Revenue: 1.66 billion (BDT)

12022-2023

FY 2022-23

=Bill of Entries: 432399
sValue: 7.67 billion (BDT)
*Revenue: 2.33 billion (BDT)

\ 4

Graph 6
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*Bill of Entries: 431835
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*Revenue: 2.49 billion (BDT)
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Courier services is also playing a very supporting role in rapid growth of cross-
border e-commerce in Bangladesh. It covers both documents and parcels.
The procedure for clearing cross-border e-commerce goods through postal
services are as follows:

Arrival of Goods

Scanning of the
goods

A

Postal Authority
Pick the Goods to
their premises
after sealing

Postal Authority
present the

~ | goods to Customs

at their premises

7

Examine the

Pick up the goods

Risk Assessment | oods (if || Assessment | by Postal
manually - g - Completion “|  Authorityfor
necessary) .
delivery
|
N
Delivery to the Payment of
consignes and —>| dutiesand taxes
collect dutiesand
to Customs
charges
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It is to be noted that the duty-tax payment is taking place by the Postal
authorities after delivering the goods to the consignee whereas it needs to be
paid before clearance of goods in case it comes through courier services. By
this way, postal services are facilitated by the revenue authority. Therefore,
the number of parcel importation has increased significantly over the years as
depicted in the Graph 8.

Graph 8
Number of Parcels: Import
90000
20000 72390 76701
70000
60000 53410
50000
40000
30000
20000
10000
0
2020-21 2021-22 2022-23

3.5 Parcel Imported through Postal Services

In FY2022-23 the number of parcels through Postal Services is 76701 which
was 53410 in FY2020-21. It shows a growth in cross-border e-commerce
through postal services. In terms of value of the parcel value, it has reached to
BDT. 395 million in FY2022-23 from BDT. 222 million in FY2020-21 as depicted
in the Graph 9 (NBR, nd).

Besides, the number of document clearance through postal services has also

increased very sharply from 66582 in FY 2020-21 to 352000 in FY 2022-23 as
depicted in Graph 9 (NBR, nd).
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3.6 Document Imported through Postal Services

Not only import, but also export has tremendous opportunities to flourish in
the areas of cross-border e-commerce as depicted in Graph 10 (NBR, nd).
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3.7 Parcel Export through Postal Services

Graph 11 shows the number of exports parcels (NBR, nd).
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3.8 Challenges

Several challenges are associated with cross-border e-commerce in
Bangladesh. These challenges may impact the smooth functioning of
international online transactions and the growth of the e-commerce sector.
Here are some key challenges:

Customs and Import Regulations: Complex customs and import regulations
createdelaysandincrease costsfor cross-bordere-commerce. Understanding
and complying with these regulations are crucial for businesses involved in
international trade.

Payment and Currency Issues: Challenges related to international payments,
currency conversion, and payment gateway integration can hinder the
seamless flow of transactions. Variability in exchange rates may affect pricing
and create uncertainties for businesses and consumers.

Logistics and Shipping: Efficient logistics and shipping are essential for timely
delivery of cross-border orders. Challenges include high shipping costs,
potential delays, and the need for reliable international courier services.

Consumer Trust and Confidence: Building trust among consumers in cross-
border transactions is a challenge. Concerns related to product authenticity,
quality, and reliability of delivery services may impact consumer confidence in



making international online purchases.

Customs Duties and Taxes: Complex and unpredictable customs duties and
taxes on imported goods are a significant challenge for both businesses and
consumers. Clear information on applicable duties and taxes is crucial for
transparent transactions. Although there is a deminimis threshold for BDT
2000, it doesn't ensure the clearance of low duty-tax consignment as it covers
only value.

Legal and Regulatory Compliance: Adhering to diverse legal and regulatory
requirements in different countries adds complexity to cross-border
e-commerce. Businesses need to stay updated on regulations to ensure
compliance and avoid legal issues. Insufficient policy and legal coverage are
also creating barriers for flourishing cross-border e-commerce e.g., currently
there is no expedited shipment as depicted in WTO- Trade Facilitation
Agreement (TFA).

Insufficient Automation: Bangladesh uses ASYCDAWorld, customs clearance
software developed by UNCTAD for the Customs clearance purpose. However,
currently, ASYCUDA is not covering clearing goods by Postal service which
posses lack of transparency and automation.

Lack of process simplification: Cumbersome clearance processes are often
hindering cross-border e-commerce. Currently, there is a lack of simplified
system for clearing e-commerce goods. For an e-commerce consignment, an
importer needs to submit customs declarations as like other regular importers
which plagued Customs clearance procedures.

No/porous Risk Management: Lack or no effective risk management system
is responsible for lengthy Customs clearance time. Although Bangladesh
Customs uses ASYCUDA based risk management system, it has no coverage
at all in case of Postal goods. The mere application of Risk Management for
courier goods is also not enough to provide faster clearance.
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Cross-border e-commerce in Bangladesh has massive scope to flourish along
with a bunch of challenges. These challenges include the following:

3.9 Way Forward

To overcome the challenges associated with cross-border e-commerce in
Bangladesh and propel the sector forward, several strategies and initiatives
can be considered. Here is a "way forward"” that outlines potential steps for
improvement:

Simplification of Customs Procedures: Work towards simplifying and
streamlining customs and import procedures to reduce delays and costs
associated with cross-border transactions is the key to support cross-border
e-commerce.

Transparency in Duties and Taxes: Enhancing transparency in customs
duties and taxes to provide businesses and consumers with clear information,
fostering trust and predictability in cross-border transactions are very
essential for a transparent and predictable e-commerce ecosystem.

Complete Automation: Cross-border e-commerce including Postal Services
should bring complete automation coverage. ASYCUDA World should cover
postal services. Bangladesh Customs can collaboratively work with Bangladesh
Post and Universal Postal Union (UPU) to get the manifest data electronically
which can further help Customs to apply risk management.

Application of Risk Management: Application of Risk Management can
reduce clearance time for e-commerce consignments. Bangladesh Customs
has established a separate office for Customs Risk Management which should
also focus on postal and courier services.

Use of NIl based on data analytics: The use of non-intrusive inspection
(NI devices e.g., scanner, dog squad, chemical analyzer can facilitate courier
consignment as the number of the consignment is very high along with low
value. NIl can be a potential risk mitigation factor.



Connectivity through Single Window: Single Window connects parties related
to customs clearance and share relevant data with each other electronically. It
is a proven initiative that can reduce clearance time and ensure predictability,
which is one of the major keys in cross-border e-commerce. Bangladesh
Customs has initiated Single Window project that should cover entities e.g.,
Bangladesh Post, UPU, etc. involved in cross-border e-commerce.

Inter-agency cooperation and coordination: Collaboration and coordination
among agencies involved in Customs clearance is very important to ensure
faster clearance.

Stakeholder Consultation and awareness program: Stakeholder
outreach programs can be very effective for smooth growth of cross-border
e-commerce. Customs should inform people about the requirements and
process for customs clearance, especially for e-commerce consignments.

Innovation and adopting new technology: Innovation is a key element in
flourishing cross-border e-commerce. Emerging technologies like using
artificial intelligence (Al), big data analytics, blockchain technology can be very
effective to cater efficient e-commerce management.

Collaboration with International Partners: Fostering partnerships with
international e-commerce platforms, payment gateways, and logistics
providers to leverage their expertise and expand market reach can be a very
effective means of supporting e-commerce.

Government-Industry Collaboration: Encouraging ongoing collaboration
between the government and the e-commerce industry to address regulatory
challenges is essential. Regular dialogue can lead to the development of
effective and business-friendly policies.

By adopting these strategies, Bangladesh can pave the way for a more vibrant
and efficient cross-border e-commerce sector, fostering economic growth
and global trade opportunities. Ongoing collaboration between stakeholders
is crucial for the sustained development of this dynamic industry.



4. E-commerce and VAT:

In Bangladesh, e-commerce transactions are subject to Value Added Tax
(VAT) regulations. The VAT system is designed to ensure the taxation of goods
and services, including those traded through online platforms.

4.1 VAT applicable key Sectors of E-commerce

1.

Service provided by Non-Resident VAT Registered Entity: Non-resident
entities providing taxable services in a particular jurisdiction are required
to register for VAT in that jurisdiction. Advertisement in Google and
Facebook is an example of this type of service. Both of these two tech-
giant is the VAT registered entity under VAT and Supplementary Duty Act,
2012.

Product Sale through using Non-resident platform by Local Entrepreneur:
When a local entrepreneur sells products through a non-resident
platform, various Value Added Tax (VAT) considerations come into
play, involving both the entrepreneur's own VAT mechanism and the
VAT mechanism of the non-resident platform. For example, one local
entrepreneur can sell his/her product through Facebook live sale.

Direct Sale through online Platforms: Businesses involved in direct sales
through online platforms in Bangladesh is required to register for VAT.
Various online platforms like Chaldal, Meena Click, Aarong have their own
online platform to sale their products which are subject to VAT.

Sale through Platform Services: Businesses engaged in sales through
platform services in Bangladesh may need to register for VAT. Daraz,
Pickaboo, ajkerdeal are the example of platform services where any seller
can sale their products.

Deliveryortransport Apps: VAT isapplicable to delivery or transport service
provides to the consumer in Bangladesh. Pathao, Uber, Foodpanda are
examples of delivery or transport service apps.

4.2 Registered Non-resident Service Provider:

Under Section-17 of the Value Added Tax and Supplementary Duties Act, 2012,
Non-resident entity who is providing services in the territory of Bangladesh
needs to get VAT registration. The following non-resident service providers
have already taken VAT registration in Bangladesh:

080



© N o v AW

©

10.
11.
12.

Google Asia Pacific PTE. LTD, Singapore

Amazon Web Services. Inc. USA

Facebook Ireland Limited, Dublin. Ireland

Facebook Payments International Limited, Dublin, Ireland
Facebook Technologies Ireland Limited, Dublin Ireland
Microsoft Regional Sales PTE. LTD, Singapore

Google Ireland Limited, Dublin, Ireland

Netflix PTE LTD.

Amazon dotcom Services LLC

LinkedIn Singapore PTE LTD

Zoho Corporation PTE LTD

Zoom Video Communications INC, USA

4.2.1 Legal Coverage for Non-resident VAT registered entity:

1.

Supplies made to unregistered persons under Section-17 of the
Value Added Tax and Supplementary Duties Act, 2012- shall be
deemed as supply in Bangladesh.
As per Section-19 of the Value Added Tax and Supplementary
Duties Act, 2012, an agent should be appointed by the non-
residence VAT registered entity who can comply the VAT formalities
on behalf the principal.
As per section 17, the non-resident entity is not liable to collect
VAT for the supply made to the registered person.
As per Rule 3(3) of the Deduction and Collection of VAT at Source
Rules, 2021-
e At the time of payment of service fee by unregistered person,
the concerned bank will collect VAT at source at the rate of
15%.
e |In case of registered person, the bank will pay the amount
due to the non-resident without deduction of VAT at source,
subject to submission of copy of Treasury challan of deposit.
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4.2.2 Services Provided by Non-resident VAT Registered entity

Non-resident VAT Registered entity usually provides the following services in
Bangladesh:

1. Online advertising on search engines or websites
-Google Search, Facebook
2. Online cloud space provision
-Gmail
3. Video streaming
-Netflix
4. Selling software or apps online
-Google Play Store;
5. Online meeting software services
-Zoom

4.2.3 Service Rendering and VAT collecting Procedures to VAT unregistered
entity in Bangladesh: Non- Resident entity usually provides services to the VAT
registered and Unregistered entities of Bangladesh. Their service rendering
and VAT collecting procedures to VAT unregistered entity in Bangladesh are
as follows:

VAT $17.25

VAT §15

Graph 12
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In Graph 12 itis shown thatif Mr. Xis not a VAT registered entity and purchases
a service of advertisement of $100 from Facebook, he needs to pay $115
to Facebook after adding the VAT amount with the price. When he goes to
bank to pay that amount or uses credit card to pay, he needs to pay $115 +
$115%15%= $132.25, because banks are charging VAT again on the amount
payable to Facebook (here $115) as per the Rule 3(3) of the Deduction and
Collection of VAT at Source Rules, 2021. Thus, VAT on VAT is taking place, and
an unregistered entity needs to pay $32.25 as VAT on procuring $100 services.

4.2.4 Service Rendering and VAT collecting Procedures to VAT registered
entity in Bangladesh: Service rendering and VAT collecting procedures to
VAT registered entity in Bangladesh are quite different from a non-registered
entity. The procedures can be described as follows:

Graph 13
|

VAT $0

Bank (S100)

‘&b

Advertisement ($100)
Submit Return to
VAT Authority

Facebook
Invoice with VAT ($100)

VAT at Source 815

In the Graph 13, suppose Robi is a VAT registered entity in Bangladesh. While
it wants to procure $100 advertisement from Facebook, it needs to provide
the VAT registration number to the Facebook and Facebook is not charging
any VAT to Robi in issuing the invoice. While Robi goes to Bank to pay the price
mentioned in invoice, Bank is supposed to remit $100 to Facebook without
charging VAT after checking the treasury challan copy of the VAT payment by
Robi. However, if the registered entity shows a falls treasury challan copy to the
bank, bank has no mechanism to cross verify with Integrated VAT automated
System (IVAS) or any other system. In many cases banks are often overburden
and sometimes they are not properly checking the challan copies. It creates
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a loophole to revenue leakage and evasion. Moreover, if any non-registered
entity put any digits alike VAT registration number to the non-resident service
providers, they do not have any mechanism to check whether that is correct
or falsified as they have no mechanism to cross verify with Integrated VAT
automated System (IVAS).

4.2.5 Challenges:

Collecting Value Added Tax (VAT) from non-resident VAT-registered entities
poses several challenges for tax authorities. Here are some key challenges
associated with this process:

Dependence on institutions for data: For non-resident VAT registered
entities, there is hardly any mechanism to get the transaction data from any
third party, rather VAT authority has to rely on the data provided by the non-
resident VAT registered entities. If non-resident VAT registered entities give
falsified data, currently there is hardly any mechanism to detect it. This is one
of the biggest challenges to ensure compliance in this sector.

Lack of Bank-IVAS connectivity: If VAT authority wants to track the transaction,
bank could be a good source. But as of now, bank does not have any real time
connectivity with IVAS system and cannot check whether VAT is paid or not,
entity is registered or not. This also creates barriers to tracking the transaction
and makes it full proof.

VAT on VAT in case of general consumer: A non-registered entity is paying
VAT on VAT in making payments to the registered non-resident entity through
banking channel. This is against the fairness of the VAT system.

Number of registrants is low: The number of non-resident VAT registrants
is 12 which is very low. Many non-resident entities are providing services in
Bangladesh which are not registered under VAT act. VAT collection from those
non-registered entity is not possible while their payment is making from
abroad. This is using as a backdoor of avoiding VAT.

Lack of data cross matching: There is a lack of available data related to VAT
from non-resident entity. Moreover, the existing data sources are not used
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properly due to the lack of connectivity and cross-matching system. For
example, Bank has data. Non-resident VAT registered entities have their data.
IVAS system has data. But cross-matching with these data is not taking place
which may result in evasions and leakage.

4.2.6 Way Forward:

The challenges associated with collecting Value Added Tax (VAT) from non-
resident VAT-registered entities require a strategic and collaborative approach.
Here are key steps and strategies that can contribute to a way forward:

Deduction by bank irrespective of VAT registered - unregistered entity:
To avoid tax on tax and to ensure legitimate VAT collection from non-resident
entity, VAT deduction by remitting bank can be a very effective mechanism for
ensuring compliance. By this way, non-registered entity will be charged VAT
only once by bank while sending remittance to the service provider and service
providers will not charge any VAT against their client. VAT should be paid by the
registered entity to the bank while sending remittance to the service providers
irrespective of their VAT registration in Bangladesh. This will secure legitimate
VAT.

Bank-IVAS connection: Information exchange platform between bank
systems and IVAS can be a very effective tools to protect VAT. Bank should
have access to IVAS to check the authenticity of the VAT registered entity. [IVAS
system should have access to the banking system under which it can monitor
the remittance amount and deducted VAT amount and reconcile it periodically.

Collection of VAT by non-resident in the case of payment from abroad: In
some cases, payment for services is made from abroad, e.g., from Ireland, a tax
haven, but destination of the services is Bangladesh. In this case they are not
using any payment channel of Bangladesh. It lacks ensuring VAT compliance
as VAT authority has no means to track those transaction. To mitigate this
challenge, VAT should be collected by a non-resident VAT registered entity
only on the payment made from abroad against providing services destine for
Bangladesh.

Stopping supply of services without VAT registration: Many non-resident
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service providers who neither have VAT registration nor they maintain any VAT
compliance are rendering services to Bangladesh. Legislation should be made
clear to disallow them doing business in Bangladesh. Based on this strong
legal background, strict enforcement e.g., order to stop this type of business
can be started.

Blocking website and app access: Many websites and apps providers
are rendering services to Bangladesh without having VAT registration. VAT
authority should collaborate with BTRC to block those websites and apps.

4.3 Local e-commerce:

Local e-commerce market in Bangladesh is growing very rapidly along with
lack of compliance with the existing VAT legislation.

4.3.1 Legal Coverage: The following instruments are the legal coverage of
collecting VAT under existing VAT legislation:

1. Third Schedule to the Value Added Tax and Supplementary Duties
Act, 2012 (Part-B - Taxable Services) provides the service code
- Service Code S099.60: Sale of Goods Online
- VAT Rate is 5%
2. Online sale of goods has been clarified by S.R.O.
- Goods previously purchased by paying
Musak are sold using electronic networks.
- This will also include the marketplace.
3. Guidelines for Collection of VAT in respect of Online
Sale of Goods and Services, Dated: 22 September 2019
- Even if the exempted goods are sold online, VAT is
applicable at the rate of 5% on the seller’s own charges.
- VAT is applicable on the full price if VAT is not paid at the time of
purchase.

4.3.2 Business process for local e-commerce:

Third Party Courier Model: In third party courier model, the e-commerce
entity uses a third-party courier service to deliver the goods and collection
of cash from the recipient. The following graph shows the third-party courier
model of local e-commerce in Bangladesh:
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S Graph 14

Delivery of Product

e 20) Seller (Seller’s
Three-piece (TK 1080) e Submit VAT

Return

Courier
C r

VAT: TK.12

In the above Graph 14, it shows that if a buyer wants to buy a three-piece
of TK 1000 from an online seller along with TK80 delivery charge, s/he needs
place that order to the seller. Seller sends the products to buyer by using a
courier service. After delivering the products to the buyer, courier service firm
receives the payment of TK 1080 from the buyer. Courier service retains his/
her delivery charge (here TK 80) and transfer the rest of the collection (here
TK 1000) to the seller to fulfil the payment. In this mechanism, courier firms
should pay TK 80*15%= TK 12 as VAT and needs to show it in his/her VAT
return whereas seller needs to pay Tk 1000*5%= TK 50 as VAT and show it in
seller’s VAT return. As most of the sellers are not VAT registered entity, very
often there is a chance of revenue loss. However, in some cases, buyer can
make online or electronic payments to the seller directly where the courier
firms get their delivery charge from the seller.

Self-Courier Model: To avoid the complexity of hiring a third-party courier
service, some local e-commerce firms are using self-courier service to deliver
their products to the customer. That method is called self-courier model.
The following graph shows the self-courier model of local e-commerce in
Bangladesh:
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Self-Courier
Graph 15

Online Payment

Three-piece (TK 1080) Seller (Seller’s Submit VAT
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Self-Courier

From the Graph 15 it shows that seller is sending his/her products to the
buyer through its own delivery person who is collecting the payment and
delivery charge from the buyer. Here, seller should pay VAT (1000%5%) = TK
50 + (80*15%) = TK12, total TK 62 including 15% VAT on delivery charge. This
should also include in the VAT return of the seller. However, as many sellers
are not registered under VAT act, there are massive chance to VAT avoidance.

Platform model: Many sellers are using online platforms to sell their products

from where they can get a huge number of potential buyers. The following
graph shows the self-courier model of local e-commerce in Bangladesh:

ot Delivery of Product

Graph 16
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In above Graph 16, it shows seller and buyer both are using online platform
e.g., Daraz to fulfil buy and sell. A buyer is ordering a product of TK 1000 with a
delivery charge of TK 80 through Daraz platform. Automatically this order will
transmit to the seller and seller will send that product to nearby warehouse
or directly can send the product to the buyer by using courier service. While
courier service collects the cash after delivering the goods, it retains its delivery
charge (here TK 80) and pays rest (here TK 1000) to Daraz. After getting the
proceed Daraz will retain its commission (here TK 1000*8%= TK 80) and will
send TK 920 to the seller. In this scenario, courier firms should pay VAT of
(80*15%) = TK12, Daraz should pay VAT of (80*5%) =TK 4, and seller should
pay VAT of (920%5%) = TK 46 to VAT authority. But if the seller is not registered
under VAT act, government can loss the VAT of TK46.

4.3.3 Challenges
Collecting Value Added Tax (VAT) from local e-commerce businesses in
Bangladesh poses several challenges. Here are some common challenges:

The source of the purchase is unclear: In most cases, the local e-commerce
firms cannot produce purchase invoice which increase the chance of getting
those products by smuggling from abroad.

Import in baggage: In some cases, the goods may be collected from the
international passengers who brought those in their baggage illegally. This
may also affect revenue collection from import stage.

Purchase without paying VAT: As many e-commerce firms has lack of
compliance, they procure the goods from their supplier without paying any
VAT.

Use own courier: Many e-commerce firms are using their self-courier services
which is difficult to track and trace.

Cash transactions: E-commerce in Bangladesh still largely depends on cash

on delivery. If the transaction is taking place by using cash, it is difficult to track
by the VAT authority.
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Transactions as banks by other names: In some cases, e-commerce firms are
using a different bank account to collect the payment to disguise themselves
and trying to avoid VAT.

VAT Compliance of E-Commerce Sector: Overall compliance level of
e-commerce sector in Bangladesh is very low. To increase compliance level,
sectoral enforcement initiatives can be effective.

Lack of awareness: Seller, buyer, courier services, platform providers have
lack of VAT awareness.

4.3.4 Way Forward
Considering the challenges in collecting VAT from local e-commerce, the
following ideas can be implemented:

1. Internet Protocol (IP) registration may be made mandatory for
e-commerce establishments.

2. Organizing awareness programs with the cooperation of e-cab.

3. Anintegrated list of online delivery companies can be prepared by
collecting data from major courier services.

4. On the basis of the prepared list, the relevant VAT collection
activities can be taken from the respective VAT offices.

5. Institutions using the platform may consider introducing a system
of deduction at source by the platform service provider e.g., Daraz.

5. Conclusion

The scope of e-commerce is much more than usual thought. It is one of the
most promising sectors of tax collection. The growth of this sector reaches
a stage. Itis high time to organize the sector and increase compliance. By
undertaking concerted efforts from tax authority can increase the compliance
and safeguard revenue.
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SOP OF EXPEDITED SHIPMENT ON
THE BASIS OF TRADE FACILITATION
AGREEMENT (TFA)

Sk Toriqul Islam

Revenue Officer (PSC 14 Batch)
Customs, Excise & VAT Commissionerate, Jashore

Expedited Shipment?

Expedited shipment is the process of sending a parcel or Consignment at a
faster rate and hassle freeway than would normally be customary and it can
involve delivery that occurs another from the same day as long as three days.

WTO-Trade Facilitation Agreement (TFA):

WTO members concluded negotiations at 2013 Bali Ministerial Conference
on the landmark Trade Facilitation Agreement (TFA) which entered into
force on 22 February, 2017 following its verification by two thirds of the WTO
membership. The TFA contains provisions for expedition of goods, melding
goods in transit and sets out measures for effective cooperation between
customs and other appropriate authorities on trade facilitation and customs
compliance issue. It further contains provisions for technical assistance and
capacity building in this area.
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The Background of the Express Shipping Industry/Express
Mail/Courier Service:

The history of the express shipping industry began in the mid-nineteenth
century. The express Shipping industry afterward boomed; a broad variety of
merchandise, especially small items, was shipped either by the monopolistic
national postal service or by private Companies. Express companies extend
their business horizon wherever it Promises to pay. During the 20™ century,
especially in the 1970s, the express shipping industry expanded dramatically
due to demands for speed, efficiency and reliability in shipping goods.

Expedited Shipment & Facilitation of Revenue:

Expedited shipment is a crucial feature of the global trade supply chain and an
essential facilitator of revenue and sustainable development. It deals with the
following issues:

1. How to Mitigate Risk Management

2. Progressively advanced training can successfully identify high risk
shipment from pre-arrival manifest information

High risk shipment can be quickly examined

lllicit goods should be seized

Transnational organized crime should be disbanded

Low risk shipment is vastly free to quickly pass control

Trade is facilitated

Legitimate business and economies flourish

Seeking to improve supply chain security and counter threat

= 0O NV AW

0. Capacity building between customs and other authorities

Expedited Shipment, Trade Facilitation and Customs
Administration:

Expedited shipment and trade facilitation need to enhance the effectiveness
and efficiency of customs administration. The WCO represents 183 Customs
administrations across the globe that collectively process approximately 98%
of world trade.



Steps towards Expedited Shipment:

Pre-arrival of release and clearance goods:

1.

4.

Carrying out and abiding by existing provisions of release and
clearance of goods.

Launching automation Systems between customs and other
stakeholders.

Enforcing Legal ground on the engagement of courier services /agents
in verification of documents.

Action taken by risk management.

One pillar Activity (Customs to Customs)

1

2.
3.
4

Risk assessment at departure

Check for sealing integrity

Exchange of information of high-risk consignment

Use of advance cargo declaration and use automated selectivity
system

Two pillar activities (Customs to Business)

1.

Regular meeting with port operators and private companies

Three pillar activities (Customs to Others)

1.
2.

Govt. to other appropriate authorities or agencies
Co-ordination & Co-operation

How to Ensure Expedited Shipment:

1.

= 0 00 N uUL bk wWwN

Assist in ensuring expedited shipment, facilitate trade and protect
national revenue

Equip, train and mentor customs and other appropriate authorities
Minimum disruption

Inspection of high-risk consignment

Build up partnershipsand links with the trade and business community
Be systemic and do minimum damage

Be familiar with types of packaging

Examination techniques vary according to packaging & commodity
Have proper tools to open package or cartoon

0. Use imagination
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Post-Arrival of Release and Clearance of Goods:

Classification of goods:

Category-1: No commercial value

Category-2: Less value, No assessable value,
Category-3: High value, dutiable value, commercial value

Assessment Procedure:
IM-4 ASYCUDA World Apta-1
IM-7 Extended Procedure -40000

Clearance of Goods:

1. Preparation of Bill of Entry (IM-4)

2. Electronic signature is required for courier or registered agents

3. Preparing BoE by using DOC. & NOC.

4. Maintain unique folder for each & every consignment regarding
customs related documents & preserve it by scanning the said
document.

How to change the clearance of goods:
Reformations that should be taken by customs authority:

In case of Air lines/air agents

1. Proper Reservation of Manifest
2. Sending MAWB AND HAWB to courier companies
3. Maintaining international standard courier register

In case of courier:

1. Classification of goods

2. Sorting of goods

3. Preparing and keeping ASYCUDA bills &
documents

4. Category-1,2,3

oaa



GUARDIANS OF TRADE:

DETECTIVE CHRONICLES FROM BENAPOLE
CUSTOMS ON INTERNATIONAL CUSTOMS
DAY 2024

Md. Foyjul Islam

Assistant Revenue Officer, Custom House, Benapole

Introduction:

As the world unites to celebrate International Customs Day in 2024, | take
immense pride in sharing the compelling detective experience from the
heart of cross-border commerce - Benapole Custom House. Situated at
the epicenter of trade activities, Benapole stands as the largest landport in
Bangladesh, symbolizing the vital role customs authorities play in ensuring the
integrity of global trade.

Benapole: A Gateway to the World:

Benapole Custom House, nestled on the border between Bangladesh and
India, serves as a bustling gateway for the exchange of goods. Every day,
thousands of trucks traverse its grounds, carrying with them the hopes and
aspirations of businesses and individuals engaged in international trade. As
a customs official at Benapole, | have witnessed firsthand the intricate dance of
legitimate commerce and the relentless efforts required to safeguard it.
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The Detective's Arsenal at Benapole:

Our work at Benapole involves a delicate balance - facilitating the smooth
flow of legal trade while unearthing attempts at smuggling and illicit activities.
Our detective toolkit is diverse, ranging from cutting-edge technology to the
invaluable expertise of our dedicated team.

Advanced Scanning Technologies:

At the heart of our operations are state-of-the-art scanning technologies that
scrutinize every nook and cranny of incoming and outgoing shipments. X-ray
scanners, gamma-ray imaging, and other sophisticated tools allow us to peer
beyond the surface, identifying anomalies that may elude the human eye.

Intelligence Gathering:

Benapole'ssuccessasacustomshubis closelytiedtoourintelligence-gathering
capabilities. Our team collaborates with various agencies, both domestically
and internationally, to stay ahead of emerging threats. Information sharing is
key, and partnerships with organizations like INTERPOL and regional customs
authorities enhance our collective ability to combat cross-border crime.

Risk Profiling and Data Analytics:

The sheer volume of trade passing through Benapole necessitates efficient
risk profiling. Through data analytics, we identify patterns and trends that
may indicate potential risks. This proactive approach enables us to allocate
resources effectively and focus our attention on high-risk shipments.

Human Expertise:
While technology plays a crucial role, the human element remains

irreplaceable. Our customs officers undergo rigorous training to develop a
keen understanding of trade dynamics, an eye for detail, and the ability to
make split-second decisions. It's this combination of technology and human
expertise that empowers us to tackle the challenges of the modern customs
landscape.

Detective Chronicles from Benapole:

One of the most intriguing aspects of working at Benapole Custom House is
the daily unfolding of unique detective stories. Each shipment, each truck,
presents a potential mystery waiting to be unraveled.

Case Study: The Shifting Cargo:

In a recent case, our scanners detected an irregularity in a shipment of textiles
bound for India. While the manifest indicated a straight forward export of
fabrics, our intuition led us to suspect something more. Upon manual
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inspection, we discovered a hidden compartment within the cargo, containing
a consignment of undeclared electronics. The smugglers had ingeniously
exploited the innocuous cover of textiles to transport high-value electronics.

Collaboration with Indian Customs:

The transnational nature of trade at Benapole necessitates close collaboration
with our counterparts in India. In this case, swift communication with Indian
customs officials allowed us to coordinate a joint operation. The successful
interception not only prevented theillicit goods from reaching their destination
but also strengthened the bond of cooperation between our two nations.

Challenges and Triumphs:

Benapole, as the largest landport in Bangladesh, faces unigue challenges. The
sheer volume of trade, coupled with the diversity of goods passing through,
demands constant vigilance. Smugglers employ increasingly sophisticated
tactics, requiring us to stay ahead through continuous learning and adaptation.

Technological Innovations:

To address evolving challenges, Benapole Custom House has embraced
technological innovations. Blockchain technology is being explored to enhance
the traceability of goods, ensuring a transparent and tamper-proof record of
each transaction. Artificial intelligence algorithms assist in the rapid analysis of
large datasets, allowing us to identify emerging patterns and anomalies.

Community Engagement:

Benapole is not just a customs checkpoint; it's a vibrant economic hub with a
community that relies on the smooth functioning of trade. Engaging with the
local community is crucial to building trust and gathering valuable information.
Through outreach programs and awareness campaigns, we foster a sense of
shared responsibility for maintaining the integrity of the customs process.

Conclusion:

Onthis International Customs Day, | extend my gratitude to the dedicated team
at Benapole Custom House and customs officials worldwide. Our detective
experience is a testament to the unwavering commitment required to protect
the global supply chain. As we navigate the challenges of the modern customs
landscape, let us continue to forge collaborations, embrace innovation, and
stand as vigilant guardians of international trade. Together, we ensure that
the gateway at Benapole remains not only a conduit for goods but a symbol of
integrity, security, and cooperation on the global stage.
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WCO history in brief
1952-2023

Over 70 years of dedication
to the Customs community

August 2023
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The WCO celebrates
its 70" Anniversary

The Convention establishing
a Customs Co-operation
Council entered into force
on 4 November 1952.
Accordingly, the World
Customs Organization
(WCO), as the Customs
Co-operation Council is now
known, celebrated its 70th
Anniversary in 2022.

YEARS
ANS

1952+ 2022

WCO « OMD

Given that Belgium is the host country of the
WCO, representatives participating in the
Organization's June 2022 Council Sessions
were graced by the presence, on Friday 24
June 2022, of her Royal Highness Princess
Astrid of Belgium; Mr. Vincent Van Peteghem,
Belgium's Deputy Prime Minister and Minister
of Finance; and Mr. Hans D'Hondt, President
of the Federal Public Service of Finances.

Mr. Van Peteghem addressed the assembled
guests, highlighting the importance of
international trade for his country, one of
Europe's major logistics hubs, as well as
the crucial need for a Customs service that
operated smoothly and ef ficiently.

Later in the day, a tree offered to the WCO
by Belgian Customs was planted in the WCO
Secre- tariat gardens to symbolize the strong
bonds that have been forged between the
Organization and Belgium over the years.

Participants in the Council Sessions were
also invited to a guided tour of one of the
collections of the Royal Museums of Fine
Arts of Belgium, which was followed by a gala
dinner.
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WCO history in brief

The General Agreement on Tariffs and
Trade (GATT) was signed in Geneva in
October 1947 (and entered into force in
January 1948) to help expand international
trade, based on the notion of free trade,
by lowering Customs tariffs. Building on
this international rule, the governments of
13 countries (Austria, Belgium, Denmark,
France, Greece, lIceland, lIreland, Italy,
Luxembourg, the Netherlands, Portugal,
Turkey and the United Kingdom) decided
to set up a Customs Union Study Group
to examine the possibility of creating
a Customs Union in Europe, and to
develop a Customs tariff common to the
participating countries as well as a common
nomenclature for goods'.

The Study Group met for the first time in
Brussels, Belgium, in September 1948.
Whilst it was unable to fulfill its mission
of creating an inter-European Customs

Union, its work in the technical field of
harmonizing Customs regulations resulted
in two Conventions: one on a common tariff
nomenclature, and another on Customs
valuation. This work served as the basis
for future Customs unions, including
the European Union Customs Union
established in 1968. Moreover, the Study
Group decided to create an international
body charged with providing advice on the
application of the two Conventions and
continuing the efforts to secure uniformity
and harmony in Customs legislation and
procedures, so as to prevent the latter from
becoming barriers to international trade.

This was the origin of the World Customs
Organization (WCO). On 15 December
1950, the Convention establishing a

Customs Co-operation Council (CCC) - the
official name of the WCO - was opened for
ratification.

e

WORLD CUSTOMS ORGANIZATION
UANES.

196
USTOMS (O
CONSEN OF CODRERR

World Customs Organization
Organisation mondiale des douanes

1993

1993-2018

2019

'Declaration of Paris, 12 September 1947, https://www.cvce.eu/obj/declaration_commune_sur_la_
mise_en_place_du_groupe_d_etudes_pour_|_union_douaniere_paris_12_septembre_1957-fr-

beecfee-24f3-4f4d-b352-e4f5e7042e77.html.
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MEMBERSHIP

An Organization with global reach

While the Organization was originally focused
on Europe, it gradually became international
with global objectives and influence, due in
part to the recognition by governments of the
importance of Customs to national economies.

The WCO's membership has grown
exponentially over time, from 17 founding
Members to the current total of 185 Members,
drawn from the various continents.

1952

17 founding
Members

9
&

2023

185 Members




HISTORICAL MILESTONES BY YEAR

A. Formative years as the CCC

17 MEMBERS 24 MEMBERS 73 MEMBERS
*Entry into force *Entry into force of *Entry into force of
of the Convention the Convention on the Kyoto Convention
establishing a CCCon Nomenclature
4 November 1952,
when 17 countries e
acceded to it Ly
*
. . o
17 MEMBERS 32 MEMBERS 84 MEMBERS
First Council Session, on 26 January, *Entry into force First meeting of the
with 17 founding Members of the ATA Policy Commission
Convention (PC). In December

2018, the PCheld
its 80th Session in
Mumbai, India..

VL 1 )

First meeting of the Permanent
Technical Committee ; )
*Entry into force of the Convention
on Customs Valuation - "Brussels
Definition of Value”

D AAA A S B ANMEADR

* refers to legal instruments / ** refers to standards and key documents adopted by the Council and the Policy Commission.
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87 MEMBERS 94 MEMBERS 102 MEMBERS
*Entry into force of the First edition of *Entry into force of the
Nairobi Convention on Mutual the Fellowship Harmonized System Convention
Administrative Assistance Programme

First meeting of the Harmonized
System Committee

1980 1988 1993
93 MEMBERS 100 MEMBERS 135 MEMBERS
Toe B Cories The 1st Regional **Adoption of the
Meeting marked its 40" Intelligence Liaison Arusha Declaration
Anniversary in 2023 Office (RILO) was concerning Integrity
' established in Hong in Customs
Kong, China.
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B. Adaptation to the evolution of the global trading system, as the WCO

137 MEMBERS 146 MEMBERS
Adoption of World Establishment of the
Customs Orgamzatlon Tariff and Trade Affairs
as the working name Directorate (merger

of the Nomenclature
Directorate and the
Valuation Directorate)

&

1998

139 MEMBERS

First meeting of the Technical Committee
on Rules of Origin, following the entry into force of the WTO
Agreement on Rules of Origin. Its 40th Session was held in
2022.

First meeting of the Technical Committee on Customs
Valuation, following the entry into force of the WTO
Agreement on Customs Valuation. In 2020, its 50th Session
was marked as well as the 25 years of existence of the WTO
Customs Valuation Agreement.

153 MEMBERS

The Customs Enforcement
Network (CEN) becomes
operational.

©
CEN

WCO-0MD

* refers to legal instruments / ** refers to standards and key documents adopted by the Council and the Policy Commission.
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159 MEMBERS 162 MEMBERS

First WCO-recognized **Adoption of the Revised
Regional Training Centre Arusha Declaration
(RTC) in Budapest, Hungary

THEREVISED

DECLARATION

2002
161 MEMBERS 164 MEMBERS
**The first version Establishment of the 1st Regional Office
of the WCO Customs for Capacity Building (ROCB) in Bangkok,
Data Model is issued Thailand
@

First WCO-recognized Regional Dog Training
T s———— Centre (RDTC) in Almaty, Kazakhstan

ouq



C. Adaptation to the heightened focus on trade facilitation,
security and capacity building

169 MEMBERS 176 MEMBERS
**Adoption of the first Launch of the Career Development
version of the SAFE Programme
Framework of Standards

FRAMEWORK
OF STANDARDS

= **| aunch of the "Revenue Package

RP

Revenue Package

177 MEMBERS

**Council Resolution
on the Role of
Customs in Natural
Disaster Relief

(e e Y e O )

170 MEMBERS

Establishment of the Capacity
Building Directorate

Launch of the PICARD
Programme (WCO
0 Partnership in Customs

PICARD Academic Research and

Development)

Entry into force of the Revised
< Kyoto Convention, following
its adoption

in 1999

First meeting of the Private
Sector Consultative Group
(PSCG)

177 MEMBERS

First meeting of the Capacity
Building Committee

* refers to legal instruments / ** refers to standards and key documents adopted by the Council and the Policy Commission.



**|_aunch of the "Compliance and

179 MEMBERS

180 MEMBERS

**Punta Cana
Resolution on the
Role of Customs in the
Security Context

Enforcement Package”

Compliance & Enforcement Package

and the "Organizational Development Package”

Organizational Development Package

2012

179 MEMBERS 179 MEMBERS

**| aunch of
the "Economic
Competitiveness
Package”

-
K:E
A

Economic Competitiveness Package

Launch of the Mercator Programme to
support the implementation of the WTO
Trade Facilitation Agreement

**Council Declaration on the lllegal
Wildlife Trade
First WCO-recognized Regional Customs
Laboratory, in Chiba, Japan

180 MEMBERS

**Council Resolution
on the Role of
Customs in Preventing
Illicit Trafficking of
Cultural Objects



D. Adaptation to the COVID-19 pandemic and digital
transformation

183 MEMBERS 183 MEMBERS 184 MEMBERS
**Adoption of the **Council Resolution on the Role of **Adoption
Framework Customs in Facilitating the Cross-Border of the WCO
of Standards on Cross- Movement of Situationally Critical Data Strategy
Border E-Commerce Medicines and Vaccines

**Council Declaration on Gender
Equality and Diversity in Customs

o

2023
183 MEMBERS 184 MEMBERS 185 MEMBERS
**Adoption of the Joint **Adoption of the **Adoption of
WCO UPU Guidelines on Guidelines on Disaster the WCO-IAPH
Exchange of Electronic Management and Guidelines on
Advance Data between Supply Chain Continuity Cooperation
Posts and Customs between
Customs and Port
Authorities

* refers to legal instruments / ** refers to standards and key documents adopted by the Council and the Policy Commission.
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AFGI 0D eI s

08
SECRETARIES GENERAL AND
DEPUTY SECRETARIES GENERAL

The Organization has been headed by eight Secretaries General and seven Deputy
Secretaries General from different backgrounds and of different nationalities, as follows:

Secretaries General Deputy Secretaries General

From 1 January 2009

up to 31 December 2023
Dr. Kunio Mikuriya,
Japan

From 2 February 1953 From 1972t0 1976
to 1 August 1953 Mr. Edward Floyd
Baron Francois de Sélys Kilpatrick,
Longchamps, Belgium United States
From 2 August 1953 From 1982 to 1991

| t031 August 1978 Mr. Michel Auge,

N Chevalier Georges Annez France
de Taboada, Belgium
From 1 September 1978 From 1992 to 1996
to 31 December 1983 Mr. Pierre Benet,
Sir Ronald Radford, France
United Kingdom
From 1 January 1984 From 1997 to 2001
to 31 December 1988 Mr. Leonid Lozbenko,
Mr. Glenn R. Dickerson, Russian Federation
United States
From 1 January 1989 From 2002 to 2008
to 31 December 1993 Dr. Kunio Mikuriya,
Mr. Thomas P. Hayes, Japan
Australia
From 1 January 1994 From 2010to 2017
to 31 December 1998 Mr. Sergio Mujica

: Mr.James W. Shaver, Montes,

United States Chile
From 1 January 1999 From 2018 to present
to 31 December 2008 Mr. Ricardo Trevifo
Mr. Michel Danet, Chapa,
France Mexico



HISTORICAL MILESTONES BY YEAR

Over its 70-year existence, the WCO has had its Headquarters at
four different locations in Brussels, as detailed below:

From 1953 to 1964 From 1964 to 1980
Avenue Louise, 183 Rue Washington, 40

0QR



From 1980 to 1998 From 1998 to date
Rue de I'lndustrie, 26-38 Rue du Marché, 30
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