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Bangladesh’s graduation from LDC to a Developing Country

• On March 16, 2018,
Bangladesh started its
journey to graduate to a
developing country.

Bangladesh’s Journey

Bangladesh’s Journey

Bangladesh’s Journey

The path of smooth graduation

Main challenges of graduation
• Mainly 3 types of challenges are apprehended

1. Challenges with regards to trade-related support measures
2. Challenges arising out of changed conditionality of Development
cooperation
3. No access in support to the participation of Bangladesh in the United
Nations system

• (Main Sources of Information: Secretariat of the Committee for Development Policy, United Nations Department for Economic and Social
Affairs, Apr 1, 2019, 1; Several Case studies prepared by Dr. M.A. Razzaque for United Nations Department of Economic and Social Affairs,
Several documents by Centre for Policy Dialogue (CPD) and own analysis of data)

Cease in access to trade-related support
measures
1. Preferential market access for trade in goods ( no more Duty-FreeQuota-Free Entry in different countries or special rules of origin
facilities)
2. Preferential treatment for services and services suppliers (the
services waiver)
3. Special and differential treatment in the implementation of
commitments under regional agreements
4. Special treatment on obligations and flexibilities under WTO rules
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As EU is the main market (59% share) challenges faced int his market is very important
As RMG (Women and Knit) is the main export product, it is important to know the
challenges faced RMG.

Preferential market access for trade in goods
• After graduation and the applicable transition periods, Bangladesh will no longer
benefit from LDC-specific DFQF market access and LDC-specific rules of origin.
• Bangladesh has benefitted substantially from preferential tariffs and rules of origin,
particularly in the European Union (EU)
• The EU’s Generalised System of Preferences (GSP) contains three arrangements:

• a general arrangement,
• a special incentive arrangement for sustainable development and good governance (GSP+), and
• a special arrangement for the least-developed countries (Everything But Arms - EBA).

• Bangladesh currently exports under the latter, which grants duty-free quota-free
market access for everything but arms and ammunition.
• The EU’s current GSP regulation will expire in 2023 and is expected to be replaced by a
new regulation by the end of that year (and therefore prior to Bangladesh’s expected
graduation date).

Possible impacts on Woven RMG export in important
markets

Possible impacts on knit RMG export in
important markets

Possible impacts on footwear export in important markets

Estimates of impacts
• Rahman and Bari (2018), estimate that Bangladesh would face
additional tariffs of about 6.7 per cent in absence of LDC preferential
treatment, resulting in a possible export loss of USD 2.7 billion in view
of potential earnings (equivalent to 8.7 per cent of Bangladesh’s
exports in FY2014-15).
• According to Razzaque (2018) losses in exports of apparel will be
equivalent to approximately 1.8 billion dollars or 9.81 per cent of
Bangladesh exports of apparel to the EU, Canada and Australia.

Eligibility of Bangladesh to get GSP+ in EU
market
• Graduating LDCs can in principle apply to the EU’s Special Arrangement for Sustainable
Development and Good Governance (GSP+), which grants duty free access to 66 per cent
of EU tariff lines (in addition to products that are subject to zero MFN duties).
• Based on current rules, however, Bangladesh does not meet conditions for eligibility to
get GSP+.
• Its share in GSP covered imports into the EU is above the maximum threshold. While
import from one destination cannot be more than 6.5%, import from Bangladesh is 9%
of total import of EU.
• Bangladesh has not ratified the Convention concerning Minimum Age for Admission to
Employment (No. 138, 1973), one of the 27 conventions on human rights, labour rights,
environmental protection and good governance that are a condition for eligibility.
• If Bangladesh is not found eligible for GSP+, and unless alternatives are negotiated, its
products would enter the EU under the standard GSP or most favoured nation (MFN)
terms.

Impact on trade in services
• Under the “Service waiver” rule of WTO, the members can grant to LDC
services or service suppliers preferential treatment. Upon graduation,
Bangladesh would no longer have access to preferential treatment under
the services waiver unless the
• General Council approved a waiver specific to Bangladesh. Any requests for
transition periods in the application of the
• services waiver would need to be the object of a consultative process with
the preference-granting WTO members.
• However, there is no evidence that Bangladesh has benefitted from the
waiver.
• Thus trade in services will not be affected that much

Special Market Access Provisions under different regional
trade initiatives
After graduation, the withdrawal of DFQF treatment will enhance competitive pressure on Bangladesh’s
export products. Besides, special preferential access from different countries and trading partners will be
reduced after transiton period starts. Undoubtedly, upon LDC graduation, products made in Bangladesh
will become more expensive to buyers and consumers in key export markets. Free Trade Agreement
(FTA) or Regional Trade Agreement (RTA) with potential trading partners may be concluded for securing
better market access. Free Trade Agreement (FTA) or Regional Trade Agreement (RTA) with potential
trading partners may be concluded for securing better market access.

Withdrawal of LDC-specific special and differential
treatment under WTO agreements
• Bangladesh will need to align intellectual property rights and sectoral regulations for the
pharmaceutical industry to the requirements of the Agreement on Trade-Related
Intellectual Property Rights (TRIPS).
• This may impact the industry and lead to higher drug prices for consumers in both
Bangladesh and other countries,
• Bangladesh may need to review its subsidies to comply with the Agreement on Agriculture
and the Agreementon Subsidies and Countervailing Measures.
• Bangladesh will lose certain facilities related to dispute settlement.
• In other WTO agreements, several LDC-specific provisions will expire before Bangladesh’s
expected date of graduation.
• Bangladesh will no longer benefit from LDC provisions in regional agreements, unless it
negotiates otherwise.
• Bangladesh will forego benefits accorded to LDCs in future trade negotiations.
• Bangladesh will lose access to or priority in training and capacity-building opportunities at
the WTO and other institutions.

Impacts on development cooperation
• Graduation in and of itself is not expected to have significant impacts on
development cooperation. Bangladesh passed the World Bank’s middleincome threshold in 2015 which, along with other factors, has already
triggered a gradual change in development assistance.
• The economic importance of official development assistance (ODA) is very
insignificant. However, ODA plays a significant role in many critical areas,
including health, infrastructure and education, and in Bangladesh’s
response to the Rohingya refugee crisis.
• After a smooth transition period of five years, Bangladesh would no longer
have access to the Enhanced Integrated Framework (EIF), a multi-donor
programme which supports LDCs (and recent graduates) to increase their
participation in the international trading system.

Loans and grants to Bangladesh, all donors,
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official development assistance)

Impacts on development cooperation
• Bangladesh would no longer have access to the Least Developed Countries Fund (LDCF) for
climate change financing. The LDCF is considered very limited as a source of climate change
funding for Bangladesh.
• The much larger Green Climate Fund (GCF) would remain open to Bangladesh. The country
may need to develop its capacity to mobilize these funds, including by building capacity to
elaborate projectsunder the GCF requirements and criteria.
• Bangladesh will not have access to the LDC Technology Bank. Launched in 2018, the
Technology Bank aims to strengthen the science, technology and innovation capacity of
LDCs. Bangladesh is scheduled to be among the first countries to use its services.
• The United Nations Capital Development Fund (UNCDF), which provides access to
microfinance and investment capital, has the mandate to support the LDCs “first and
foremost”, but not exclusively. After Bangladesh´s graduation, programmes will continue to
be funded by the UNCDF under the same conditions for a period of three years and on a
cost-sharing basis for an additional two, with the government or a third party. Financing
modalities could be developed by the UNCDF to continue to support Bangladesh.

Support to the participation of Bangladesh in
the United Nations system
• Bangladesh would no longer benefit from ceilings and discounts for
contributions to budgets of the UN system and from LDC-specific support for
travel to UN meetings.
• After graduation from the LDC category, Bangladesh’s financial contributions
to the United Nations system would increase by around 5-5.5 million dollars
annually considering on current rates and budgets.
• Bangladesh would receive less support for travel and would no longer benefit
from LDC-specific flexibilities in reporting requirements under international
agreements.

Potential benefits of graduation
• Graduation from the LDC category is the recognition of significant achievements in the
areas covered by the LDC criteria. In the terms of the General Assembly resolutions
referring to recent cases, graduation is “a major milestone for the country involved as
it means that significant progress has been made towards reaching at least some of its
development goals”.
• Graduation will help attract new investments and improve the country’s credit ratings.
• Greater investments and improved credit ratings would not be an automatic
consequence of graduation.
• Graduation could lead to an improvement of country image or could be seen as
validation of the sustainability of a country’s development progress, and thereby
indirectly affect investment, credit rating and others.
• Attractiveness for investments and credit ratings could be affected, positively or
negatively, by how the country addresses challenges related to graduation identified
above.
• “socio-psychological” value of graduation as an enabler of a change in mindset towards
a locally driven development process, notwithstanding the continued need for support
from international partners.

Preparation for a smooth graduation
• The government has already established a national task force and a core group of
government entities (LDC core group) involved with graduation, included the
issue of graduation in planning exercises and in the strategy for SDG
implementation, and elaborated a project entitled “Support to Bangladesh’s
Smooth and Sustainable Graduation from LDC”.
• Should be seriously taken into account in preparing 8th five-year plan.

Triggering Questions for discussion
• How to coordinate the agenda for achieving SDGs and Graduation to a
developing country?

• How to prepare both government and private sector towards a healthy
graduation to avoid experiencing a developing country tap?
• How can policy and practice be encouraged to create an environment to
face challenges of graduation?
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