The cold chain:

BANGLADESH TRADE
FACILITATION

Performance of freight and transport logistics as a driver

for employment and exports

The performance of the freight and transportation sector is a
powerful driver for boosting local income, workforce
development and trade.” National logistics operations have
supported an nearly USD 7.5 billion increase in export from
Bangladesh between 2016 and 2021.2 In terms of the overall
performance of the logistics sector, The World Bank LPI (Logistics
Performance Index) ranked Bangladesh at 108" out of 160
countries in 2014 and then 88th out of 139 in 2023.2 4 For
regional reference, India’s logistics performance was ranked at
38" out of the same 139 countries in 2023.5> While Bangladesh
has been consistently outperforming its neighbors in most
economic development indexes, the logistics performance
ranking is not only a blemish, but also carries potential
implications for future economic performance. On the flipside,
it also means that in addition to maintaining the other
economic developments, addressing the gaps in the logistics
performance can significantly boost the economy further.

On September 25, 2022, the Ministry of Industries announced
the Industrial Policy and for the first time, included logistics as
one of the export diversification sectors and considered it a
thrust sector. There were 21 logistics sub-sectors which have
been included in the policy. This indicates that the government
is willing to give more importance to logistics development in
the coming years.®
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Optimizing the logistics operations of Bangladesh requires
stable infrastructure networks, competitive services in
terms of variety and price, consistent service quality and
time effective procedures. If optimized, logistics and transportation
can play crucial roles in the growth of a broad range of
businesses like ready-made garments, seafood, dairy
products, fruits/vegetables, technology, pharmaceuticals
and more.

Improvements in freight logistics infrastructure and services
also have direct implications for export development and
growth. According to Policy Exchange Bangladesh, national
revenues from total exports in 2021 could have been
around 20% higher and would have reached at least USD 63
billion if logistics operations in Bangladesh were improved.”
These necessary improvements include but are not limited to:
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Although the ready-made garment industry has been a pillar for the Bangladesh economy, the current logistics facilities of
the country may be hindering its further growth and profitability. Research published by Naresuan University in Thailand
states that improvements in the logistics capability of Bangladesh, especially for the import of raw materials, are highly
likely to improve the financial performance of RMG companies.® These improvements would also positively impact the
growth of other sectors and boost the overall trade prospects across different industries.

Developing the logistics sector also provides employment opportunities. The global logistics sector is expected to grow to
a market value of USD 13.3 trillion by 2027, with experts anticipating 34% total growth from 2022.° Countries in Asia, like
Bangladesh, are the fastest growing logistics markets and will lead the industry.” This would lead to increasing local

demand for skilled workers, like operators of cranes, forklifts and other machinery, truck drivers, customs officials,
customer service, and warehouse operators to fulfill the logistics demands of Bangladesh. In 2011, about 7.3 million
people in India were employed in the logistics sector.” Fast-forward to 2022, 22 million people are being employed in the
logistics sector, with another 1.2 million jobs projected for 2025.

Integrating and providing temperature-controlled storage and transportation in the national logistics set-up is also crucial
for supporting trade, particularly for perishable goods like fruits, vegetables, fish, meats and processed foods. Cold chain
or temperature-controlled logistics (TCL)helps maintain product quality and reduces wastage, improving trade prospects
and income opportunities. It is estimated that almost 30% of eggplants and 30% of onions harvested in Bangladesh go to
waste before reaching the consumer, increasing costs for them and yet depriving farmers of optimum earning.” Demand
projections estimate that by 2031, Bangladesh will need the capacity to store an additional 40,000 metric tons of
perishable products to meet domestic and international demand.™ While it might seem that establishing such facilities is
capital-intensive, research shows that a year’s worth of financial losses from apple spoilage due to absence of
temperature-controlled systems is USD 24 million, which is enough to set-up two state-of-the-art TCL storage and
handling facilities with capacities of 8,000 metric tons each.™

To meet future demand, some key investments are:

1. Chattogram Port:

An end-to-end cold chain facility that provides transportation, cross-docking, and other revenue generating
value-added services for perishables products (i.e., labeling, packing, repacking, inventory management and more).
A case study for this location estimates that an optimal facility could create up to 86,000 indirect jobs and facilitate
better export conditions for USD 1.4 billion worth of products by the 10t year of operation.

2. Hazrat Shahjalal International Airport:

A large-scale TCL facility for import and exports to handle perishable cargo, including life-saving necessities like vaccines

and pharmaceuticals. The ideal location would be inside of the airport’s custom bonded area. The privately owned and
operated TCL hub would provide all services necessary to handle import and export flows. The investment is estimated
to facilitate and improve export conditions for USD 256 million worth of products by the 10* year of operations.

3. Key production areas:

Rising domestic demand for perishable products increases the need for cold chain services. It is expected to increase to
1.1 million metric tons by 2031 (200% increase).'® Interviews with local businesses in the meat, fisheries, dairy, and fruit
and vegetable industries confirmed the rising need for greater availability of reliable cold chain services.'” TCL facilities
at peripheric, strategic locations near production zones would reduce the spoilage of the local produce.
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Public and private initiatives to carry out these recommendations and improve transport/logistics will provide strategic
economic advantages in the coming decades, boosting the national economy and increasing Bangladesh’s ability to export
local products, as well as increasing employment and income opportunities.

The Bangladesh Trade Facilitation project aims to expand cross-border trade in agricultural goods and food products.
The objective is to address systemic constraints at Bangladeshi ports; simplify and automate import and export
processes; improve the capacity of Government regulatory agencies, laboratories, and warehouses; and to foster
investment in cold storage facilities and temperature-controlled logistics.

Implementing Organizations
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