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1. Title: Trade Facilitation and SMEs: Bangladesh perspectives 

 
2. Introduction 
 
According to various trade-related literatures, ‘trade facilitation’ means simplification 
and harmonization and standardization of international trade procedures. Trade 
procedures include all the activities, practices and formalities involved in collecting, 
presenting, communicating and processing data required for the movement of goods in 
international trade. 

In today’s globalized world, trade has become increasingly competitive. Business entities 
around the world are looking for means and ways for reducing cost of productions and 
cost of doing business in every possible way to remain competitive in the global trading. 
in the process of liberalization under successive round of GATT negotiations, import 
restrictions have been withdrawn progressively and tariffs have been reduced drastically 
in both developed and developing countries. Having tariffs reduced and quantitative 
restrictions on imports eliminated, other trade-related issues, like trade facilitation, have 
now become the central areas where a lot can be done for reducing costs of doing 
business.   

Trade Facilitation (TF) is a crucial aspect in economic development for Bangladesh from 
a least developed country perspective. Generally countries like Bangladesh have more 
cumbersome trade procedure and these are more dependent on customs revenue 
collection and Foreign Direct Investment. TF simplifies, increases security and lowers the 
cost of complying with, rules and procedures both for governments and businesses. TF 
reduces the transaction cost and complexity of international trade and improves the 
trading and investment environment in a country, while at the same time enhancing 
government control. The core objectives of trade facilitation are to:  

i. Increase transparency, predictability and efficiency of the economies;  
ii. Simplify trade procedures and remove unnecessary trade barriers; 

iii. Harmonize and standardize different trade regimes to ensure consistent 
implementation; and 

iv. Reduce documentation requirements and establish mutual recognition of different 
customs administrations; 

v. Better functioning of public agencies and more reliable basis for implementation of 
government policy; 

vi. Reduce of waiting time for goods in transit, customs release and clearance; 
vii. Improve relationship between authorities involved in border control related 

activities and the business/trading community. 



All of these objectives attempt to accelerate release of imported goods, reduce trade 
costs, save time, and above all expand trade and investment; and thereby alleviate 
poverty of the country. 
  

 
 

 
3. Major trade facilitation initiatives and projects and implementation status 
 
In last two decades, Bangladesh has been pursuing liberalized trading regime and 
achieved significant progress. Along with trade liberalization, customs procedures have 
also been simplified and modernized substantially. Infrastructure and facilities at 
different customs points as well as in different sea and land ports have been improved. 
However, there is ample opportunity to improve the overall trade facilitation system of 
Bangladesh further in terms of reducing cost of doing business as well as time required 
for shipping and clearing goods. Various initiatives and projects are being implemented 
in this connection.  
 
The Ministry of Commerce has taken up a very important project titled ‘Bangladesh 
Trade Support Program’ to assist Bangladesh pursuing a trade and economic reform 
agenda in line with WTO agreements and build an enabling economic environment. The 
main purpose of this program is to strengthen human resources and institutional capacity 
of relevant Government Agencies and private sector parties in order to enhance trade 
facilities and remove technical barriers to trade bearing in mind the links between trade 
and development and poverty alleviation. 
 
As the focal point for the WTO matters, the Ministry of Commerce is primarily 
responsible for formulating, implementing, enforcing and monitoring trade policy issues 
through its agencies like the Bangladesh Tariff Commission. Ministry of Commerce has 
also been playing the coordinating role for implementation of the WTO rules and 
regulations by Bangladesh through various ministries. There is a demand on the least 
developed countries to raise the capacity of their institutions to deal with the emerging 
issues of world trade. The objectives pursued under this program are consistent with the 
Dhaka declaration adopted during the LDC Trade Ministers meeting in Dhaka. 31, May-2 
June 2003, that called for a substantial increase in the technical and financial assistance to 
LDCs for the development, strengthening and diversification of their production and 
export base, as well as for institution and capacity building. Hence to comply with the 
various WTO Agreements the institutional capacity needs to be strengthened within the 
Ministry of Commerce, the Bangladesh Tariff Commission, which has been working as a 
think tank of the former, Bangladesh Foreign Trade Institute (BFTI), an independent and 
non-profit institution, set up in public-private partnership to enhance capacity of 
Bangladesh in trade issues by strengthening the institution to respond to the needs of both 
public and private segments in terms to trade policy making, trade negotiations, research, 
and training and Ministry of Shipping for rules and regulations in maritime transport 
sector.  
 



A sub-component titled “Strengthening of ITO Wing and WTO Cell of the Ministry of 
Commerce “under Bangladesh Export diversification Project (BDXDP)” was 
implemented with the following objectives: 
 

 Strengthen capacity and scope of work of the Ministry of Commerce. 
 Plan, and develop the capacity of a network of public and private contacts in order to: 

(a) ensure that public & private agencies and exporters fully comprehend and comply 
with WTO rules and regulations within the next five years. (b) ensures that 
Bangladesh maximize the benefits which might derive from WTO membership. 

 Reinforce the role of Bangladesh as spokesman for the LDC members of the WTO 
and in protecting the interests of the LDC group. 

 
The following substantial progresses have been achieved through the sub-component of 
BDXDP project: 

 
 Provide a focus for national activity and international contacts and interactions in 

connection with Bangladesh membership of the WTO. 
 Provide up-to-date information to public and private sector organizations on WTO 

agreements, and their implications for Bangladesh.  
 Coordinate the activities, and marshal the resources, of all public and private sector 

organizations in responding to, and complying with, WTO agreements. 
 Advise government on WTO related trade policy, representation and negotiation. 
 Provide legal expertise on international trade disputes and negotiations.   
 Provide a focus for the development of an integrated trade policy.  
 Ministry of Commerce played significant role at the LDC Conference held in Dhaka 

and at the WTO ministerial meeting held at Cancun.  
 
This project was initiated in July 2004 with the technical assistance from European Union 
and expected to be completed by September 2009. 
 
There is great interest in SMEs as a major plank in poverty reduction in Bangladesh. 
Government of Bangladesh formulated a comprehensive Industrial Policy-2005 by 
putting special emphasis for developing SMEs as a thrust sector for balanced and 
sustainable industrial development in the country to help deal with the challenges of free 
market economy and globalization.  
 
With multilateral trade negotiations often leading to improving market access, and with 
developing countries also being a lot more willing than before to participate in 
globalization, developed countries and aid agencies have apparently decided to focus on 
the SMEs as one important ingredient of private-sector development.  A number of 
development partners have been working in Bangladesh to fostering SMEs.  Some 
development partners, like the GTZ, have been working not only with the entrepreneurs 
but also with the chambers and industries associations for building their capacities to 
deliver needed services.  Some, like the Katalyst, are putting together a comprehensive 
base of knowledge and insights about living production clusters, namely, plastics, 
agricultural tools, textiles, pisci-culture, and vegetable-raising.  Yet others such as the 
Small Enterprise Development Facilities (SEDF) are building enterprise-level capacities 



through training programs, efforts to upgrade project management skills, enhancing the 
appraisal and evaluation capacities of financial institutions concerned with SMEs.  
 
4. In focus: Trade facilitation needs and priorities of SMEs 
 
Developing countries, as a group of heterogeneous countries, are far lagging behind in 
the context of well-functioning and facilitated trade procedures. Some of the salient 
features of developing countries in case of TF are: 
• Poor infrastructure in case of human resources, physical as well as IT; 
• Lack of good governance; 
• Lack of trust between private and public sector; 
• Inadequate coordination between public agencies; 
• Inadequate financial resources to meet development demands; 
• Unable to meet required international standards.  
 
It is well recognized that Small and Medium Enterprises play a prominent role in all 
economies. They contribute the most in almost all economies in creating employment, 
income and value added, thereby poverty reduction (MDG 1). SMEs foster economic 
cohesion by linking up with, and supporting larger enterprises (often in the context of 
foreign investment inflows and partnerships for development, as proposed in MDG 8), by 
serving niche markets and in general by contributing to the build-up of systemic 
productive capacities. Further, they foster social cohesion by reducing development gaps 
and disparities, thus spreading the gains of economic growth to disadvantaged population 
groups (including women, as specifically provided for in MDG 3) and backward regions. 
In transition and developing countries its role is most significant. In Bangladesh, there are 
over 3.8 million business entities- small, medium and large- where number of large 
entities is less than 0.5%. SMEs account for more than 90% of all firms outside the 
agricultural sector, constitute a major source of employment and generate significant 
domestic and export earnings of Bangladesh.   
 
Though the SMEs play a vital role in our economy they are the worst sufferers of all the 
difficulties mentioned above. Major difficulties faced by the SMEs are- 
• lack of modern technology 
• lack of adequate investment 
• irregular/inadequate supply of power 
• high rate of interest on bank loans 
• inadequate availability of raw materials 
• absence of clear-cut government policies 
• serious competition 
• lack of skilled manpower 
• lack of research and development facilities 
 
5. Conclusion 
 
The economic efficiency and overall performance of the SMEs especially in the 
developing countries are considerably dependent upon macroeconomic policy 
environment and specific promotion policies pursued for their benefit. It is thus important 



to examine the policy environment and industrial support within which the SMEs 
operate.  
 
The specific promotional policies and support measures such as extension services, 
financial and physical support from the public sector agencies and the development 
partners have not always been adequately effective. Weak and inefficient management 
and lack of proper implementation of the various policy support measures have rendered 
various assistance related business advisory services, such as training, credit marketing 
and physical infrastructural facilities much less effective than desired. The private sector 
efforts through participation of prominent NGOs have not so far been adequate especially 
in SME promotion.  
Based on these realities no one should believe that TF is the magic solution to bring 
radical change in the business environment for SMEs of Bangladesh. On the other hand, 
there is no unique universally accepted blueprint for TF; it should be conducted in the 
light of international consensus.  For a successful TF process for the SMEs the following 
elements should be considered:  
• A strong political will and commitment; 
• A clear strategic plan; 
• Strong and efficient infrastructure and human capital; 
• Effective monitoring; 
• A close co-operation with the business community; 
• A well-funded and long term technical assistance program; 
• First steps in regional initiatives. 
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