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b : Bansgel;?};sh Textile Mills Association (BTMA) has vehement-
Revsnpge (NBSG measures. In a letter to the National Board of
N chairman on 1 July, BTMA President Showkat

z ussell branded the new taxes a “suicidal decision.”

_“The government has done this without any consultation

w1tl} the stakeholders,” Russell wrote, adding that the sec-
toris already reeling from high energy prices, reduced cash
incentives, and limited access to low-cost funds under the
Export Development Fund (EDF).
i With a massive $23 billion invested in the textile sector,
mf:lustry insiders fear that if sourcing shifts to foreign sup-
pliers, many spinning and weaving mills will face severe vi-
ability issues.

“The new taxes will push mills toward a survival crisis,”
R}xssell warned. “We fear this could lead to a slow disman-
tling of the backbone that supports the country’s largest
export sector.”

Local mills priced out as imports become cheaper

The direct consequence of these new taxes, according to
industry experts, will be a significant increase in the cost of
locally produced yam, making imports more attractive for
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will highel: taxes drive up RMG’s
yarn import reliance?

Yarn price may rise Tk5
per kg due to fresh 2%
GEE AIT on cotton imports

Yarn price rises Tk2
per kg due to VAT
hike on yarn sales

Local mills already face
rising costs due to high
energy prices, cash
incentive cut, taxes

Many exporters won't
buy yarn from local
spinning mills if yarn
price rise due to AIT
“Imposing 3
newtaxesis £ B
- asuicidal o
decision.” g &
Showkat Aziz Russell

Als ;Rresiﬂent}BTMA‘ Bt

1

garment manufacturers.

Fakir Kamruzzaman Nahid, managing di-
rector of Fakir Fashions Ltd, a major gar-
ment exporter with approximately $600
million in annual RMG exports, illustrates
the grim reality. Just two years ago, his
company sourced 50% of its yarn locally;
now, it's a mere 25%.

“In India, the price of yam per kilo-
gram is Tk285 in Bangladeshi curren-
cy,” Nahid explained. “Including import
costs, the total comes to around Tk295 per
kgbytheﬁmeitmchesourwarehouse‘
But sourcing from local mills costs around
Tk330 per kg. So, under what logic would
we buy from local mills?”

He anticipates a further rise in imports
if the new taxes are implemented. “If the
new taxes drive yam prices even higher,
we may increase imports instead of buy-
ing from local mills,” he stated.

Saleudh Zaman Khan, managing di-
rector of NZ Textiles Ltd, a leading textile
mill supplying yam to exporters, esti-
mates that the 2% AIT on cotton imports
alone will increase their annual costs by
nearly Tk30 crore.

“For standard yam, such as 7-count,
the tax alone could raise the price by over
Tks per kg,” Saleudh said. “On the other
hand, those selling to local entrepreneurs
rather than exporters will have to pay an
additional Tk2 VAT per h would

kg. As a result, their yarn prices will rise
even more.”

NBR’s assurance vs.

industry reality
NBR Chairman Abdur Rahman Khan,

however, maintains that the increase in
AIT should not lead to higher yarn pric-
es. “The imposed tax can be adjusted
at the end of the year based on the im-
porter’s profit calculations. So, the AIT
should not lead to a rise in yarn prices,”
he told The Business Standard, adding
that the NBR would issue a clarification
in this regard soon.

This assurance offers little comfort to
industry players. Saleudh Zaman Khan
countered, “In reality, getting a refund
from the tax department in Bangladesh
is nearly impossible. So we will be left
with no choice but to increase yarn
prices.”

While garment exporters can import
raw materials duty-free, AIT, though the-
oretically adjustable, rarely sees practical
refunds, say entrepreneurs.

Consumer impact and rising
smuggling concerns

The repercussions extend beyond the
industry to the everyday consumer.
Textile mill owners who supply the lo-
cal market warn that the new tax and
VAT will inevitably lead to higher gar-

ment prices, directly affecting the cost
of clothing for citizens.

“The prices of all garments will in-
crease,” said Khorshed Alam, chairman
of little Star Spinning Mills Ltd, who
sells yarn for the local market “However,
clothing for low-income people—espe-
cially. three-piece sets, lungis, vests, and
towels—will become more expensive.
This will put extra pressure on them.”

Beyond price hikes, the industry also .
fears a surge in illegal activities. The wid- .
ening price gap between local and import- -

ed yamn due to the new taxes is likely to
fuel an increase in smuggling from neigh-
bouring India and the sale of duty-free
yam and fabric meant for export in the
open market.

Bangladesh’s policies vs. India’s
incentives
Adding to Bangladesh’s woes, indus-
try leaders highlight a stark contrast in
policy with neighbouring India, a key
competitor. While Bangladesh has in-
troduced policies that have increased
pressure on its textile and garment sec-
tors over the past three years, India has
been providing various incentives to its
textile mill owners.

Saleudh Zaman noted that energy, pric-
es in Bangladesh have tripled in the past
five years, the Export Development Fund

(EDF) has seen reduced low-interest loans

with current rates at 14%, and labour
wages have increased by 70%. Addition-
ally, incentives have dropped from 4% to
1%, further burdening local producers.

In contrast, India offers a subsidy of 2
rupees per unit of electricity consumed for
its textile entrepreneurs, capital subsidies
as grants up to 40% from various states,
and a3.88% incentive on export value un-
der the RoDTEP. (Remission of Duties and
Taxes on Exported Products) scheme.

“Thanks to these benefits, their entre-
preneurs’ production costs are decreas-
ing, while our costs are increasing due to
withdrawn benefits and new taxes, put-
ting us at a competitive disadvantage,”
Saleudh lamented, alleging that “a vested
quarter in the country is deliberately try-
ing to destroy the textile sector through
these tactics.”

Looming crisis
Bangladesh’s textile mills currently pos-
sess the capacity to supply 100% of the
raw materials for knitwear and approxi-
mately 60% of the yarn needed for woven
garments, following some $3 billion in
new investments over the past four years.
However, the surge in yam imports
by 39% in 2024, as per NBR data, under-
scores the growing reliance on foreign
supplies. Without a policy reversal, the
future of Bangladesh’s textile sector ap-
pears increasingly precarious.
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BEI)ING/SURAKARTA: China has hit outatthe
US-Vietnam trade deal, amid concerns in
Beijing that the US president is using his
"liberation day" tariff negotiations with third
countries to curb its export machine.
The deal with Vietnam lowers tariffs on
Hanoi's exports from a threatened 46 percent
to 20 per cent, but retains a 40 per cent levy
on "trans-shipping" of goods -- widely
believed to be aimed at Chinese re-exports to
the Us,
The agreement, announced on Wed nesday, is
the second seen as targeting China since
President Donald Trump outlined his
"liberation day" increases in tariffs on April 2.
In May, the US and UK agreed a deal that
included strict security requirements for steel
and pharmaceuticals that were widely seen as
intended to squeeze China out of British
supply chains.
China's commerce ministry on Thursday said
itwas "conducting an assessment" of the US-
Vietnam trade deal, adding: "We firmly
Oppose any party striking a deal at the
expense of China's interests."
"If such a situation arises, China will take
resolute countermeasures to safeguard its
legitimate rights and interests," the ministry
added.
Scores of countries are racing to reach trade
deals with the US before the July 9 deadline,
when Trump's suspended “reciprocal" tariffs
will come into effect.
Vietnam, one of the world's most trade
dependent countries, had a particularly strong
incentive to act quickly to avoid US tariffs. The
US buys 30 per cent of its exports.
But the extent of the final tariffs agreed and
the additional levy on trans-shipping
reflected the heavy price for Hanoi to seal the
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US president's focus on punishing
‘trans-shipment' of goods

agreement, analysts said.

"'The new US-Vietnam deal is not just about
trade; it is clearly aimed at China?.?.? 2it is
meant to block the flow of Chinese goods that
often move through Vietnam to dodge
existing US duties," said Julien Chaisse, an
expert on international economic law at the
City University of Hong Kong.

"This fits a much wider trend: the US is lining
up bilateral deals with countries near China to
tighten economic co-operation and, at the
same time, [make] it harder for Beljing to
stretch its supply chain influence."

Many south-east Asian nations had prospered
during the US-China trade war by offering
alternative manufacturing and export hubs
for Chinese companies seeking to evade US
tariffs. But capitalising on this "China plus
one' strategy translated Into large trade

draws Beijing's ire

surpluses in goods with the US.
""The key lesson for other countries from this
deal, and that agreed previously by the UK, is
that they will be expected to curtail some
trade with China," said Capital Economics'
chief Asia economist Mark Williams and senior
Asia economist Gareth Leather in a note.
""That will be seen as a provocation in Beljing,
particularly if similar conditions are included
inany other deals agreed over coming days."
Analysts warned that the Vietnam deal, as
well as others that Beijing deems as
endangering its Interests, could also
undermine US-China trade talks. Trump
recently claimed a tariff truce with Beijing had
been signed, but concerns remain over
Chinese restrictions on the flow of rare-earth
exports and US export controls on advanced
technology such as semiconductors.

"This could certainly lead to a renewed
escalation of US-China trade tensions if the
US insists on very stringent restrictions by
third parties on imports from China," said
Frederic Neumann, chief Asia economist at
HSBC.
Adam Sitkoff, executive director of the
American Chamber of Commerce in Hanoi,
said it was a positive sign that Vietnam had
locked in a deal ahead of the deadline,
avoiding the situation of countries such as
Japan, which Trump again this week
threatened with higher tariffs.
Key for Hanoi will be how the 40 per cent
trans-shipment levy is enforced. Trans-
shipment is difficult to trace and the Trump
administration has not said how it defines the
practice, though it has made the issue a
priority in trade talks with Vietnam and other
south-east Asian countries.
Brian Wong, a professor at Hong Kong
university, said Chinese officials knew the US
would have trouble enforcing the trans-
shipment measures, given the complexity of
global trade and the ease with which
companies can bend the rules.
"The devil lies in the details of enforcement as
opposed to the agreements," said Wong,
adding that Beijing's outraged rhetoric was
mainly " performative®.
For Vietnam, Sitkoff noted that many details
of the deal remained unclear, such as whether
the 20 per cent tariff was a final amount or if it
would be applied on top of existing levies, as
well as which products would be subject to the
40 per cent charge. "Assessing the pros and
cons of the deal Is difficult without seeing
further details about what the tariffs actually
mean,” he said.
" Do the 40 per cent tariffs on 'trans-shipped"
goods apply to any product that contains
content from another nation? The answers to ‘
these questions can be the difference W\
between celebrating or crying.
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