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Context and Backdrop
With the adoption of the UN General Assembly resolution of 24 November 
2021, Bangladesh, along with Nepal and Lao People’s Democratic Republic, 
has been set on track to graduate from the LDCs in 2026. Another LDC in 
South Asia, Bhutan, is scheduled to graduate even earlier, in 2023. For 
Bangladesh, without a doubt, graduation is an important milestone in its 
post-independence development journey; after five decades as an LDC, 
it will be leaving the group and embarking on a new lap of a journey in 
the third decade of the 21st century. Among the 16 LDCs which are slated 
for graduation, Bangladesh is the only one that has been eligible in terms 
of all three graduation criteria. This reflects the impressive success 
of the Bangladesh economy in fulfilling the various socio-economic 
indicators captured in the three LDC graduation criteria. Bangladesh 
has been among the very few LDCs which was able to take significant 
advantage of the International Support Measures (ISMs) that have been 
put in place to favour the LDCs. Consequently, addressing the losses of 
these ISMs emerging from graduation is also relatively more challenging 
for Bangladesh. The task before the country is to build on its formidable 
strengths to be able to move towards sustainable graduation. 

The Challenges of Graduation
There are several considerations that all graduating LDCs ought to take 
into cognizance. It needs to be recognized that the graduation criteria 
do not capture many of the underlying structural weaknesses afflicting 
the LDCs – weak industrial base, low skill endowment, low productivity 
of capital and labour, low penetration of digital economy, and 4IR along 
with many others. As is the case, Bangladesh and the other graduating 
LDCs are to make this transition under the long shadow of the pandemic 
which has exacerbated the already existing vulnerabilities. It is important 
to note, that the graduation criteria are fixed as average numbers which 
conceal a large degree of inequalities across the various indicators of 
graduation. The challenge here is two-fold – to make graduation both 
sustainable and inclusive. It will also be pertinent to recall here that the 
thresholds for two of the three graduation criteria – Human Assets Index 
(HAI) and Environmental Vulnerability Index (EVI) – were fixed at 66 and 
above and 32 and below, respectively, in 2012. Indeed, this is a major 
reason why so many LDCs have become eligible to graduate in one go 
(previously the thresholds for these two indices were moving numbers). 

As may be noted, there are 189 special and differential treatment (S&DT) 
provisions in the 16 Key WTO agreements for developing countries and 
LDCs, 25 of these are LDC-specific. The benefits accruing from the LDC-
specific S&DT provisions will no longer be available to an LDC once it 
graduates from the group.

The challenges facing Bangladesh given the upcoming LDC graduation 
are manifold. The loss of ISMs will have implications for Bangladesh 
concerning both the domestic policy space and the global policy space. – 
in areas of compliance requirements as regards various WTO Agreements 
and disciplines (more stringent), policy flexibility (less policy space 

Bangladesh’s Upcoming 
LDC Graduation: Coping 
with Anticipated 
Challenges

By Mustafizur Rahman
Distinguished Fellow at the  

Centre for Policy Dialogue (CPD)

Bangladesh has been 
among the very few 
LDCs which was able 

to take significant 
advantage of the 

international support 
measures (ISMs) that 

have been put in place 
to favour the LDCs.

“
“



95NEFPORT ISSUE 50 - SEPT 2022

“

“

requiring reforms), market access (significant preference 
erosion), and dealings with international partners (less 
based on non-reciprocity and more based on reciprocity). 

For Bangladesh, the loss of ISMs will be most acutely 
felt in the form of loss of preferential market access for 
its products under the various GSP schemes notified 
to the WTO. As is well-known, more than four-fifths of 
Bangladesh’s export earnings come from readymade 
garments (RMG). Given that the most favoured nation 
(MFN) tariffs tend to be high on textiles and garments (e.g., 
MFN tariffs on garments items are about 12.0% in the EU), 
loss of preferential market access will have a significant 
impact on the export competitiveness of Bangladesh’s 
RMG products. According to estimates carried out by the 
WTO Secretariat, of the likely reduction in exports because 
of the loss of preferential market access, for all graduating 
LDCs, the share of Bangladesh’s potential export loss alone 
could account for about 90%. 

Bangladesh has been able to take prominent advantage 
of the Trade-Related Aspects of Intellectual Property 
Rights (TRIPS) waiver for pharmaceuticals – the country 
has a strong pharmaceutical industry. It has benefitted 
from flexibilities enjoyed by LDCs regarding subsidies, and 
trade and tariff policies. It has also reaped benefits from 
the financial support and aid for trade earmarked for the 
LDCs. These LDC-specific ISMs will no longer be available 
upon graduation.

For Bangladesh, an additional challenge is associated with 
its middle-income graduation – the country has made the 
transition from low income to lower middle-income country 
status, according to the World Bank criteria, in 2015. This 
will entail the rising cost of borrowing underpinned by a 
shift from predominantly concessional loans to mostly 
non-concessional borrowings. 

As was noted, the dice have been cast, and now is the time 
to take the necessary preparations to enable Bangladesh 
to graduate out of the LDC group with momentum and 
make graduation sustainable.

Addressing the Challenges of LDC Graduation 
As far as Bangladesh is concerned, there is a growing 
recognition that LDC graduation whilst opening new 
opportunities will also entail formidable challenges for the 
country. 

Bangladesh is expecting that its credit rating will 
improve due to graduation, which will help the country’s 
position when the country proposed to raise funds from 

international financial markets. The country is also hoping 
that the new image and branding, as a non-LDC developing 
country will help attract more FDI to the country.

The Government of Bangladesh (GoB) has taken many steps 
in anticipation of graduation. The 8th Five-Year Plan (2021-
2025) has been designed to cater to the needs of smooth 
graduation and graduation with momentum. A high-level 
committee has been set up under the aegis of the Prime 
Minister’s Office to devise appropriate strategies to meet 
the demands of a sustainable LDC graduation. Seven sub-
committees have been set up under this aegis along with 
major stakeholders. These have been tasked to put forward 
recommendations. However, the key challenge here is to 
be able to take concrete steps to realize the plans, policies, 
and strategies.

Bangladesh will need to make adequate preparations 
to access the potential of emerging opportunities in 
the global market, more particularly, in the markets 
of neighbourhood regions. Traditionally, Bangladesh’s 
trade relations, particularly exports, have been primarily 
focused on North American and the EU markets. Regional 
markets of South Asia, East Asia, and ASEAN account for 
only about 12% of the country’s export. The development 
of value chains and production networks with countries in 
the region will be crucial going forward, both for product 
diversification and market diversification. For this to 
happen, Bangladesh will need to put in place logistics and 
trade facilitation measures, establish a single window at 
the border, ensure harmonization and standardization 
of customs systems, procedures, and interoperability of 
systems and sign mutual recognition agreements. The 
technology embeddedness of its exports will need to be 
raised.

Bangladesh will need to 
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Indeed, Bangladesh will need to make a crucial transition 
from preferential market access-driven competitiveness 
to skills and productivity-driven competitiveness. For 
this, triangulation of investment, transport, and trade 
connectivity will be the key. 

Bangladesh will have to bear the brunt of the rising cost 
of borrowings, arising from the middle-income transition 
at a time when the country will have to go for increasing 
amounts of debt to meet the demands of investing in public 
infrastructure and sustainable graduation. Middle-income 
graduation will call for more effective use of foreign funds 
and appropriate selection of projects, by ensuring good 
value for money, so that the rates of return on investment 
remain high. 

It may be recalled that a proposal was floated at the WTO by 
the LDCs for a transition period which would have allowed 
the LDCs to enjoy the LDC-specific ISMs following their 
graduation, for a specific period. This was proposed as a 
support measure toward sustainable graduation. Indeed, 
the LDCs have been calling for a new set of ISMs in support 
of the graduating LDCs. However, regrettably, this proposal 
failed to get the necessary traction at the recently held 
12th WTO Ministerial Conference (June 2022) in Geneva. 
Nonetheless, graduating LDCs will need to pursue this 
agenda in all earnest. Bangladesh, as a leading LDC, must 
be proactively engaged in this effort, particularly in the 
run-up to the WTO-MC13 which is to be held in about two 
years. As may be recalled, the EU has indicated that it 
will extend the LDC-specific GSP scheme (the everything 
but arms initiative - EBA) for an additional 3 years beyond 
the graduation timeline. Graduating LDCs should explore 
whether other developed and developing countries are 
agreeable to supporting the graduating LDCs through 
this type of extension of timelines for preferential market 
access schemes.

There is a heightened need to strengthen domestic 
institutional capacities to deal with the stringent 
compliance requirements following graduation in labour, 
gender, environment, human rights, and governance-
related areas. Such demands are set to rise when 
Bangladesh graduates from a non-LDC developing country.

Bangladesh will need to strengthen its negotiating 
capacities since as part of its graduation strategy it will 
need to start discussions to sign free trade agreements 
(FTAs) and comprehensive economic partnership 
agreements (CEPAs) with neighbouring countries and 
regional groupings. Negotiations will require evidence-
based, rigorous research to identify the offensive and 
defensive interests of Bangladesh and prepare the offer 
lists and request lists for preferential treatment. Capacity 
building in relevant areas will be critically important – 
since, as is said, in such discussions countries do not get 
what they deserve but what they negotiate.

Concluding Remarks
Bangladesh’s LDC graduation is widely seen in the country 
as a recognition of its impressive achievements over the 
years in terms of key socio-economic indicators. In going 
forward, the country will have to undertake the necessary 
homework to prepare for sustainable graduation. Three 
identities will need to inform Bangladesh’s actions and 
initiatives in this backdrop – (i) as an LDC, by making the 
best use of the ISMs that will continue to be available 
till the graduation timeline; (ii) as a graduating LDC, by 
pursuing the cause of a time-bound new set of ISMs for 
countries which are slated for graduation; and (iii) as a 
future (non-LDC) developing country, by undertaking the 
necessary preparations because of the journey that lie 
ahead following graduation out of the group of LDCs.
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