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| Preparing for Banglad_esh's trade campetitiveness

Govt moves to waive VAT on
exporters' local procurement

JASIM UDDIN

A government move gets going to waive value-added tax (VAT)
on local procurements by exporters to enhance the global
competitiveness of Bangladesh's export sector, particularly in
preparation for the privilege rescinded post-LDC era.

In a recent directive, the National Board of Revenue (NBR)
clarified that local sourcing of raw materials and services by
exporters under a "Deemed-Export" provision will be eligible
for VAT exemption, subject to specific documentation and
regulatory conditions.

This move follows repeated appeals from industry associations
and exporters who argue that VAT on locally sourced inputs

Enabling businesses for competitive
trading on global market after LDC
graduation main motto

. warehouse users, who enjoy duty-free import privileges.

According to the recent NBR clarification, the exemption will
apply when goods and services are locally supplied for export
purposes. Exporters will need to meet certain compliance
requirements, such as conducting transactions in foreign
currency and ensuring the supplies are properly documented in
the Utilization Declaration (UD) or Utilization Permission (UP).

,Furthermore, the exporter must operate under a bonded~ or

puts them at cost disadvantage compared to bonded-

P

A senior official at the
revenue board, speaking on
condition of anonymity, has
said, "The clarification is
intended to eliminate the
issue of double taxation on
export-bound products that
rely on local inputs."

Also, the special fiscal
measure is meant for
encouraging the growth of
backward-linkage industries
and reducing reliance on
imports.

The official further notes that
the clarification became
necessary due to widespread
confusion and allegations
surrounding VAT practices
among exporters.
Industry-insiders welcome
the decision, saying that it

= ———

could help reduce costs,
particularly for non-
traditional exporters and
light-engineering firms that
source raw materials
domestically but sell in
export markets either
directly or through deemed-
export arrangements.

With Bangladesh set to
graduate from the least-
developed country (LDC)
category in 2026, -
policymakers view such
support as a must-have for
sustaining export growth
amid rising global
competition and the gradual
erosion of trade preferences.
The move is part of the
government's broader
strategy to diversify exports,
support small and medium

special-bonded warehouse approved by customs or another

~~=  authorized body.

enterprises, and promote
local value addition within
the export-supply chain.
According to the latest
circular from the NBR, if a
non-bonded supplierora
VAT-registered individual
supplies goods or services to
an exporter holding a
bonded-warehouse licence,
the transaction will be
classified as deemed export.
Under specific conditions,
exporters will not be liable to
pay VAT on these goods or
services, says Mohiuddin
Rubel, former Director of
BGMEA.

Speaking to The Financial
Express, Bangladesh
Knitwear Manufacturers and
Exporters Association
(BKMEA) President

Mohammad Hatem said the
organisation had formally
requested clarification from
the NBR as many exporters-
especially smaller firms-are
increasingly relying on local
raw materials.

He argues that the
requirement of obtaining a
bonded-warehouse licence is
"both costly and outdated'.
The trade leader points out
that the bonded-warehouse
rules were developed nearly
four decades ago when most
raw materials were imported.
"Today, due to the
development of a strong
domestic backward -linkage
industry, many knitwear
manufacturers can source all
necessary raw materials
locally.”

In this context, he says, the
bonded-warehouse
condition is no longer
relevant for such exporters.
Hatem also notes that the
use of inland back-to-back
letters of credit increases
costs for both buyers and
suppliers.

As an alternative, he suggests
that exporters should simply
be required to submit proof
of export-earning
repatriation to qualify for the
VAT waiver.

. Leaders in the apparel

industry have emphasized
that the government's intent
is to reduce business costs for
exporters and ensure their
competitiveness on the free-
for-all global market.
newsmanjasi@gmail.com’
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Rawjiute shortagedef;peng S
despite limited exports

YASIR WARDAD The Bangladesh Jute Spinners Association
(BJSA) held an emergency meeting last week

Even with the government's recent restric- along with the Bangladesh Jute Mills
tions on export of raw jute, the commodity Association (BJMA) to discuss ways to tackle
has almost disappeared from local markets, the raw jute crisis, unstable prices, and limited
leaving mills struggling to find supplies. supply.
After prices surged sharply in August and BJSA Chairman Tapas Pramanik told The
September, the government Financial Express that there is

. imposed limits on raw jute |ndUSt|'y leaders unhealthy competition to

exports following the main bl ame hoa rders hoard jute. "Genuine mill
trading season. i owners cannot buy enough
Farmers had previously for market crisis jute to meet their production
received fair prices -- Tk needs. This instability has
3,400-3,700 per maund from August tomid-  thrown the jute industry into deep trouble."
September -- but rates have nowsoaredto Tk Former BJSA chairman Md Zahid Mian said if
4,300-4,500 per maund, according to the the current trend continues, prices could sur-
Directorate of Jute (Do)). pass the 2021 record of Tk 6,200 per maund,
This sudden price spike and market shortage when the country lost 30 per cent of the mar-
is alarming for jute mills, which are ready to ket.

start production. Many factory owners ""During that period, polypropylene yarn

describe the situation as the worst in years, gained popularity as buyers shifted away from _

ith raw materials drying up despite it bei s
with raw materials drying up despite it being e ) PR O R 4\;
the peak jute season. e hent and con‘uptlon control: ';ag;saf;;ﬂ;:';"‘;iﬁ?ﬁ;g dem;ﬁdt‘.d ay
T of = - « improyvern 0
._expensive jute products. The {_ "h’;‘i}f = Thre, governmentshould formamﬂdem _ completebari on raw jute ex?ﬂ"ts ““t" ;:.

giicgenerated cotl;on yaro. hf'. _ed suer ' datacentreanda dedlnated jute com- -
_ alsoincréased, as cotton rugs NV

v
3

- the domestic market stabilise?.

" mission, similar to those] Ln nefgf.‘b‘-“f“: : ',-'1;  Meanwhile, data from the Export ;.

: : te
o fold,"” he added B0 . ing countries." 5, * Promotion Bureau (EPB) show thatju
;Another miller: claimeﬁhat m,::b:rs Hegalso urged the govemmentto.set: 72ind jute goods expor rts have bein ¥
'ple, |ncludi”ng multiple family (; ' fixed minimum price forraw jute, E:_;‘-cle 3 decllningSlnCeFY21 X oot s S AR
were obtaining new Iu:enses'j.uI ai d 1 *done for other crops, and ensu{ep i 2 Expértearnl "gﬁmmsthf;ﬁf:::rm
hoard jute. "This must stop, ol ek roduction costss L e Ry billion in FY21, $1.13 bill s
p "UndejrSectlonﬂ ofthe]uteﬁdgt;:r": 'TOthe:nIse, it will be dlfﬁcultto suwl‘fg ?Y;g $911.51 mllhonin FY23,$855. 23 %
‘can store more than1,000 ma [ " inexport| markets," he warned. ) Sf L illion in FY24, an d 5820 16"““,0“..“. (4
monith. But millions of matind! viths'..' - i mills remain without jute, m:lhonl;i.P..'-“ P 3 o RO e fl
-been lioarded over the past,twm o ‘workers will lose ths productionwill ¥ e ,-.#4_-_ EJnmoy \irar da d@ gm J .com._ |

Thelawis not being enforced.! Je d "The y haIt and Bangladesh w||| lose foreign "
. BJMA Chairman Abul Hossain ¢
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_ Trump threatens China with export

controls on Boeing p

TRADE WAR - WORLD

REUTERS

The United States could impose export
controls on Boeing plane parts as part
of Washington’s response to Chinese
export limits on rare earth minerals,
President Donald Trump said on Friday.

Trump has frequently used Boeing in
his aggressive efforts to reshape global
trade since taking office in January.
During clashes with Trump over trade,
Beijing in April ordered Chinese airlines

to temporarily stop taking deliveries of

new Boeing jets. The planemaker has
also landed several large sales from for-
eign carriers following visits by Trump.

“We have many things, including
a big thing is airplane. They (China)
have a lot of Boeing planes, and they

® Once big, Chinese orders
are now a small part of
Boeing's backlog

Financial effect of a ban
would likely be relatively
small for Boeing

Boeing, China had
reportedly been in talks
for 500-jet deal

need parts, and lots of things like that,”
Trump told reporters at the White
House, when asked what items could
the US impose export controls on.

The planemaker is in talks to sell as
many as 500 jets to China, Bloomberg
reported in August. It would be the US

planemaker’s first major Chinese order
since Trump’s first term in office.

Even if that falls through, the finan-
cial hit to Boeing will likely be small,
said Scott Hamilton, an aerospace ana-
lyst with Leeham Co. “It’s sandpaper on
Boeing’s hide.”

Historically, China made up as much
as 25% of Boeing’s order book, but to-
day it is less than 5%.

Chinese airlines have orders for at

Jeast 222 Boeing jets, according to Ciri-.

um, an aviation analytics company. The
country has 1,855 Boeing airplanes in
service. The vast majority of planes on

order and in service are Boeing’s popu-.

lar 737 single-aisle jet.

" A ban on spare parts or exports
would also hit CFM International, the
joint venture between GE Aerospace and
France’s Safran, which makes the LEAP

S

.-K

. | \
“enginé used on the Boeing 737 MAX. GE

also makes engines for the 777 and 787, |
two larger jets that China has ordered.
Boeing’s European rival Airbus has
only 185 orders from Chinese custom-
ers, according to Cirium. Airbus has a
production facility in Tianjin, which |
turns out about four of its single-aisle
A320 jets a month. i
China is trying to jumpstart its own
commercial jetliner industry, largely
with the COMAC C919, a competitor to
the A320 and 737. Chinese customers
“have ordered 365 of the domestically-
built jet, according to Cirium.

-US export controls on Western-sup-
plied parts for the C919 have significant-
ly slowed production of that aircraft. As
of September, COMAC had delivered
only five of the 32 jets Chinese custom-
ers expect this year.



