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Bangladesh is at;
jubllation and a.

5t Developed Countries (LDCS) by 2026, the
natlon Is poised to tum a new inlts ﬂﬂ-'l'lnprmn!|I I
The graduation s a trong | ‘?'ﬂ ol B d o

achieving phe o APREES

improvements in health and education, increased per caplta
income, and macroeconomic stability.

But with this latter benchmark eomes also a set of structural and
econamic problems. Graduation means the end of some of the
world's special treatment—above all, meeess to the world's

markets di -’ fre 1 ,.n. ol 4

i 1 which thy 1try's export-led success and
infrastrscture growth have relied all these years. For a nation
that still lags in add i climate

PR :
p ¥ the post

phase must be met with s different agenda and policymaking
approach.

This article addresses the most relevant risks and drivers of

g LDC  the risk of trade
rcession losses, the shift in the investment dimate, and the
evd o national competits Since Bangladesh

ands at the threshold stage, the question iz not whether it will
npen but whether it can thrive after graduation. itisa time to
wfiact, look forward, and move forward with resolve to ensure
thi: milestone is not a stumbiling block but a stepping stone
tovaards shared and sustainable prosperity.
THE LOSS OF PREFERENTIAL MARKET ACCESS: The mast direct
and far-reaching consequence of Bangiadesh's graduation from
LDC status is the phased withdrawal of preferential market
s 53 that is currently available under international trade
ve,1 nes, such as the European Union's Everything But Arms
v/ policy. These trade pattemns have played a crucial role in
ng Bangladesh's export-led growth, particularly in the
'y-made garments (RMG) sector, which accounts for more
than BO per cent of the country’s total exports and employs over
four million workers, the vast majority of whom are women,
Bangiadesh will face higher tariffs—12 per cent in some of the
most it rkets—if other trade facilitations are not
reafised. This directly threatens Bangladeshi products in the
global market. in line with this, the government has doubled

efforts to achieve the 2 eferences Plus

{G5P+ ) with the European Unfon, d ding rigorous # Infrastructure
i with labor, envir i, and human rights

conventions.

Meanwhile, Bangladesh is also diversifying its export basket, e E

shifting its Tocus from textiles to sectors such as ICT,

The Financlal Express
08 JuL 29

Bangladesh's LDC graduation: risks & readine
Trade Dividends, Investment Climate, and Competitiveness
The path ahead will require astute policymaking, economic

inclusiveness, and collaboration in the public, private, and
international sectors

Serajul | Bhuiyan

ports, pawer, and transport corridors to reduce logistics
costs and improve efficiency.

ta high-value, innovation-driven industries,

(BEZA)is fasb;m:klngkh! The RMG sector, the comerstane of Bangladesh's export.

pharmaceuticals, leather, and jute poods. T diph y has
also been undertaken to sign new bilateral and regional trade

enclaves with plug-and-play

economy for decades, must undergo structural changes. This
infrastructure and fiscal Incentives. Invalves | ing il tion and di i

g and Light Engl i With its skilied Labar

force and product] , Bangladesh is
making promising progress in these sectors as a niche
manufacturing hub.

To consolidate and scale up these gains, human capltsl

fal. The interim g s further
i g in Tech and Education and Training
(TVET), a5 well a5 academia-industry partnerships and
digital literacy p Bangladesh's

mﬂm.mpmlh mote than 60 per cant of the
population aged under 35 years, can ba reaped only If the
youth are future-proafed with the necessary skills.

Additionally, the fi jon of the Dhaka-Ch
E ic Corrider and i U ity with
reglonal S Ing the

are enh
efficiency of trade logistics. Customs isation,
tlectronic certificates of origin, and integration into global
value chains are also becoming a priority to reduce the time
and cost of doing desh’s ability to 1

its nto long. will

shape its post-LDC success story, Innovation, diversifieation,

and wise i in systems and will be the
thiz ady

of
STRATEGIC READINESS TO FACE A POST-LDC WORLD: The
h T

interi 2t

interim go proposed a 1 p for
readiness that cutlines the key vulnerabilities and

PP it d with gr ion from LDC status.
These are:

. i ildi g & robust s

setup of trade policy, Intellectual property rights, and
alternative dispute resclution mechanisms.

* Human Capacity Development: Initiating national
wocational and ical education prog: to bridge
the skills gap and meet al labor market needs.

. Ecosystem: E arch and
i ion by industry Ty par hipsand
startup incubation centers.

# Green Industrial Policy: Enabling i
Industrialization by green financs, eco-labelling, and
low-carbon production methods.

* Social Protection: Enhancing the social p h
toinclude the poor and vulnerable in the economic
transformation process.

The interim g isalsol ging i i
goodwill to secure strategic partnerships with countries and
multilateral arganisations for dignified and graceful
graduation,
CONCLUSION: Graduation from LDC status is not a

| upgrade; it is a land in the growth history of

Y.

h. It sires global respect but also demands

e e
re some of the measures bein,

advancing up'th: value chaln by build|

enhancing branding, and diversifying product lines.
Garment non-appearing industries are emerging as new

of contracts, land acquisition, and  sources of comperitiveness:

"' Pharmaceuticals: Through high API (Actl

gth, fiscal resili \and vision-oriented
o . The path ahead will require astute
peli king, economic inclusi . and collaboration in
the public, private, and international sectors. Together, with
d ination, Bangladesh can turn this intoan

oppnﬂmlty—::m n;lly to consolidate its previous

Bangladesh Is also actively wooing Ingredient) strength and export to over 150 & * sustalning, and competitive middle-Income country. As

under special bonds and Incentive
uraging local entrepreneurs to
Improve their access to finance, tralning, and markets.
These across-the-board reforms reflect the country’s need

markets, the sector can became a $5 billion Industry by

# Informatlon and Communication Technology (ICT): Digital
Banglndesh and the nascent tech startup ecosystem are

ris In software, BP0, and digital services.

k iinslldesh': robust agri

agreements in Asla, Africa, and Latin America, Value addition is » Digital
lso being enhanced as factory ed
irlernational levels and production facilities are modernised, introduced to simplify investor p
e o remaln & petith FTner hving
ghobal supply chains. iz # Legal and Judicial Reforms: Measures are belng taken to
INVESTMENT CLIMATE: ghanLDC, desh benefi
fro.n concessi | credits, technical assh , and diff ial P
in ing jonal aid-for-trade progr # Inaddition to these,
benefits. With these privileges now poised ta end, the spotligh di
falls on & v
g high-guality i
Thego of Dr. Muh 5 has drawn up
bk 1 d roadmap to decouple aid depend 4
trigger investment-driven growth. The highest priority ks being and durable foundation,
lt.:ﬂdlldm thee followin, CREATING COMPETITIVENESS FOR A POST-LDC ECONOMY: As
o d Jm‘,:..4.r"r Mr"' 4 ey

tawards graduation from the LOC veraged through modern processing, packaging, and
Is 1 .

but alsa to leap ahead as a proud, self-

Bangladesh steps into the global scene with a fresh image,
let It not forget; the fight Is far from won, but the promise of
abetter, morel has never appearsd so
‘within reach,

Dr Serajul | Bhulyan Is a professor and former cbu{a./ofrm
p f} i d Mass Ci at
h State _ ah, ﬁ_gwg;,‘ V]
sibhulyan@yahos.co
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Trump’s 35% tariff zaps Bangladesh’s
$8.4 billion export lifeline

US TARIFF Export Existing Nominal N d.ditl Rl g o T -
IMPACT ON price ofa tariff (16%): price: : -t;\i:fi;s%ﬁ:;g,go s;a; 3“; SR PU A Vo s ol
SHIRT EXPORTS shirt: $10 +$1.60 $11.60 (on base price) A 6 [

TRADE - BANGLADESH

SAJIJADUR RAHMAN AND REYAD HOSSAIN

A polo shirt says it all. L} {l:_lfa‘lif_x?ﬂr‘l - E"p'{."?'
When a Bangladeshi exporter ships one to the United B =il o Us
States at $10, the American buyer ends up paying $11.16
— courtesy of a 16% import duty. But from 1 August, if the
newly announced 35% tariff by the Trump administration
kicks in, the same shirt will cost $15.10 — a 51% jump.

“Who will come to buy from us paying 15% more
tariff than Vietnam?” asked a visibly concerned Fazlul
Hoque, former president of the Bangladesh Knitwear
Manufacturers and Exporters Association,

And that's where the fear lies — that buyers will go
elsewhere. Vietnam, already a strong competitor, enjoys
a lower tariff regime. If China, India or even Pakistan are
spared the harshest treatment while Bangladesh faces
the full brunt of the 35% additional tariff in addition
to existing average 16% duty, *it will be more than a
'disaster,” Hoque warns.

Billions at risk: The economic fallout The United States remains a dominant
To understand the implications, we must first look at the buyer of Bangladeshi products
numbers,
In2024, bilateral trade between the US and Bangladesh :
reached $10.6 billion. OF this, $8.4 billion came from  \Lcontributescloseto
k 3 o one--fifth of Bangladesh's
Bangladeshi exports to the US, and $2.2 billion the other Vol ot e
way around. That gives Bangladesh a trade surplus of & po blaghe 2
$6.2 billion, which, ironically, is now cited as a reason :

for the tariff hike, Exports to the
But this surplus is not just numbers on a spreadsheet, us surged by

it translates into Factories, workers, and livelihoods. 14.6% in FY25
Exporters warn that even if just | SEEPAGE2COL1

L= CamScanner
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- e 4
$1 billion worth of orders are rerout-
ed to Vietnam or other countries,
it could send shockwaves through
Bangladesh's already fragile export
situation. The impact could be sys-
temic.

“It will be extremely difficult for
Bangladesh to stay competitive in
the global market once this 35%
tariff is imposed,” said Dr Fahmida
Khatun, executive director of the
Centre for Policy Dialogue. “Doing
business, particularly in exports,
under such a high tariff regime will
be extremely challenging.”

And it won't just be the garment
factories that bleed. The blow will
ripple across the entire economy
— banking, insurance, transport,
ports, packaging — every cog in
the export machinery will feel the
shock. Millions of workers, most of
them women, face the risk of layoffs
as factories struggle to stay open.

Rubana Hug, former president
of the BGMEA, calls it “disastrous,”
pointing out that Bangladesh will
now be paying 35% in tariffs while
Vietnam gets away with 20%. Worse
still, uncertainty looms over wheth-
er the existing 1% duty will be add-
ed to the new tariff, a scenario that
mulrlfmtber decimate competitive-

Aﬂﬂhﬂhﬂn former president of
the Dhaka Chamber of Commerce
and Industry (DCC), painted a grim
picture: “Without the benefit of a
free trade agreement, Bangladesh
already faces tough competition in

- -

the US market. The new tariff may
make Bangladeshi products less
competitive, possibly reducing ex-
port volumes.” He fears many facto-
ries, especially those heavily reliant
on the US market, may not survive,

Selim Raihan, executive director
of SANEM, warns that the steep rise
in tariffs will erode Bangladesh’s
crucial price advantage leading to
slower economic growth, job losses,
and increased poverty. “This is not
just a trade issue anymore,” Selim
stated. “This is about economic sta-

Dr Mohammad Abdur Raz-
zague, international trade expert
and chairman of the Research and
Policy Integration for Development
(RAPID), highlighted Bangladesh®
disproportionate risk,

“Our tariff exposure is higher
compared fo many competitors.
If these duties go into effect as
planned, we will be disproportion-
ately affected,” he said.

He also noted that a widespread
tariff hike could reduce US buyers'
purchasing power, shrinking the
market and intensifying competi-
tion.

“The impact will likely be shared
between American buyers and
Bangladeshi suppliers — a burden
our industry is ill-prepared to ab-
sorb,” Razzaque warned.

SM Khaled, managing director
of Snowtex Group — a leading gar-
ment exporter with nearly a third of
its shipments destined for the US —
shared the bleak outlook,

- bility and social resilience.”

The Business Standard

04 JUL 2025

"We waon't be able to survive tn
the US market iinder the new tariff
regime,” he said. “If the new duty is
implemented, buyers will shift their
orders to India, Vietnam, and others
offering better terms.”

“After this, | don’t think we'll see
those orders come back,” he added.
“Bangladesh will start losing US
business — fast.”

Private sector “kept in the dark”
Adding to the industry’s woes is the
revelation that the private sector,
the engine of Bangladesh’s exports,
was completely excluded from dis-
cussions with the United States dur-
ing the go-day window concerning
the proposed 35% tariff,

“Whatever Bangladesh exports is

done by the private sector. Yet, we
were totally excluded from the gov-
ernment’s negotiations with the US.
We didn’t know how they were pre-
paring or what position they were
taking,” said Fazlul Hoque, former
president of the Bangladesh Knit-
wear Manufacturers and Exporters
Association (BKMEA). He expressed
shock at the apparent absence of
trade experts in the negotiation pro-
Ces5.
Shams Mahmud, former presi-
dent of DCCI and managing direc-
tor of Shasha Denims, echoed the
concern, stating, “Businesses will
suffer because of this administrative
failure,”

He found it unbelievable that
no private sector representative
was included, suggesting that lead-

ers from BGMEA, BKMEA, and the
Bangladesh Textile Mills Associa-
tion (BTMA) should have been part
of the talks.

Asif Ashraf, managing director of
Urmi Group and a key garment ex-
porter to the US market, called the
government's lack of engagement a
major failure,

“Bangladesh had three months
to respond. Yet, no effective steps
were taken to reduce the tariff. We
repeatedly urged the government to
consult the private sector, but BG-
MEA — the main platform for appar-
el exporters — was never brought
into the conversation.”

The business community’s frus-
tration is palpable as they face the
consequences of decisions made
without their input.

Glimmers of hope amidst

the gloom

Despite widespread concerns over
the steep 3596 tariff on Bangladeshi
exports to the US, some industry
leaders retain cautious optimism.

MA Jabbar, managing director
of DBL Group, one of the country's
leading apparel exporters, acknowl-
edged the pricing challenges but
believes the fallout may not be as
severe as feared.

“Countries like Vietnam, India,
and Pakistan are facing lower tar-
iffs compared to us. But the type
of products we manufacture are
often different from those made in
Vietnam or China," Jabbar told The
Business Standard.

“Even if Vietnam wanted to ab-
sorb a larger share of orders, ramp-
ing up capacity overnight is not
easy. Some orders may shift to India
or Pakistan, but I don't think Bang-
ladesh will suffer a massive loss in
the US market,” he stated, while
admitting the pricing gap remains a
key hurdle.

Jabbar expressed hope, citing
“The government is actively en-
gaged, and we still have time before
1 August. We'll need to wait a bit
longer to see how this unfolds.”

ABM Shamsuddin, managing
director of Hannan Group, another
major RMG exporter, shared this
sentiment.

“I don't believe exporters will
face a massive loss — at least not
right now,” he said. “Vietnam and
India do not yet have the capacity to
absorb the volume of apparel arders
cmuiyhnd]adbym

“Vietnam, in particular, has al-
ready hit the ceiling in terms of ap-
parel production. There’s very limit-
ed scope for expansion. That gives
us a window,” he added.

The United States has so far tar-
geted 14 countries, including Bang-
ladesh, with the new tariff regime,
while giving others a temporary
reprieve until 1 August The crudal
question now is: can Bangladesh ne-
gotiate its way out of the crosshairs?

As things stand, a polo shirt may

not just cost $i5.10 — it may end up
costing Bangladesh far more in eco-
mmm o it

j—

L= CamScanner


https://v3.camscanner.com/user/download

The Business Standard
08 UL 2005

None Saw it coming: What went
wrong in Bangladesh’s tariff
negotiation with US

TRADE - BANGLADESH

ABUL KASHEM

yonatd A
Donald Trump's latest letter to “hiel Adviser
ariffon

Muhammad Yunus imposing a 35
Bangladeshi goods has .-.'uul%:.‘ll g
officials and exporters off yz\lI-'IY.Ili-
misplace

maoret

Adding to the setback, the government
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national security adviser and special
envoy on the Rohingya issue, who
was in Washington during key talks.

Howewver, diplomats in Washing-
ton reported recelving conflicting
signals: governmenl officials sug-
gested Bangladesh was the front-
runner in the negotiations, but lat-
er hinted that final agreement was
unlikely before ¢ July, undermining
certainty.

Besides, the US Trade Represent-
ative (USTR) informed Dhaka that
the reciprocal tarff could “be de
layed by up to a year, according to
the Ministry of Commerce.

Therefore, finalising the negoti-
ation and signing an agreement be-
fore g July would not resolve Bang-
ladesh's situation. For thic reason,
Dhaka adopted a strategy of pro-
ceading slowly in the negotiation
process, according to the ministry.

As a result, instead of presenting
any attractive proposal to the US,

Dhaka asked Washington to provide

a list of products on which it seeks

duty-free access from Bangladesh.

Now, the latest US letter comes
with the requested list and a new
draft of the trade agreement.

LDC argument falls flat

In the last meeting, Bangladesh re-
spanded by requesting that tariffs
remain below 37% if no agreement

(posing
1 expectations that Dhaka had

Dhaka delayed action after conflicting

signals from Washington

pushed by one year
ment

unlikely

was reached by 9 July.

Washington replied, “It may be
not, since you're in negotiation”,
offering little clarity.

In the 3 July meeting, Bangla-
desh asked that its status as an LDC
(Least Developed Country) be con-
sidered, believing this should result
in lower tariffs than those applied to
Vietnam.

After the meeting, Commerce
Secretary Mahbubur Rahman, who
joined the talks online from Bang-
ladesh, told TBS over the phone
that fruitful negotiations had taken
place regarding reciprocal tariffs.

Although no final decision has
been reached yet, he expressed
confidence that Bangladesh would
recejve tariff concessions.

However, Mostafa Abid Khan,
former member of the Bangladesh
Trade and Tariff Commission, ob-
served, “The US has never granted
extra benefits to LDCs, Proposed
tariff rates on Bangladesh [35%] and
Myanmar [40%)] are much higher
than for developing countries like
Vietnam [20%)], China, India, Paki-

stan and Indonesia. It is not realis-
tic to expect additional concessions
just because we're an LDC."

Exporters not engaged
A proposal by the Bangladesh Gar-
ment Manufacturers and Exporters
Association (BGMEA) to hire a US-

Dfficlals expected tanff deadline

It was believed deal before 9 July

Dhaka cited LDC status in negotiations,
but US never favoured LDCs

Howwever,

169 tarlll

none of these expectations
materlalised, and Bangladesh now faces a
far more than its competitors.

Desplte this, Bangladesh should have

been betier positioned, as 1t promptly
responded to the April 2 announcement of

reciprocal tariffs by formally requesting a
three-manth delay In implementation.

Vietnam

Bangladesh's chiel competitor

quickly offered duty-free access to all US
products and launched its negotiations.

Bangladesh also granted duty-free access

o 100 US goods in the FY26 budget but

Bangladesh’s

based lobbying firm through the
commerce ministry was reportedly
declined by the government.

BGMEA former president An-
war-ul Alam Parvez told TBS, “Dis-
cussion with USTR officials alone
isn't enough. That's why we urged
hiring lobbyists."

In fact, trade leaders say they
were ignored throughout the entire
process and kept in the dark, de-
spite driving over 8o% of Bangla-

. desh’s exports and imports, During

the critical go-day window when the
interim government negotiated with
the US, the private sector was com-
pletely excluded.

“We were totally excluded from
the government's negotiations with
the US. We didn't know how they
were preparing or what position
they were taking," said Fazlul Ho-
que, former president of the Bang-
ladesh Knitwear Manufacturers and
Exporters Association (BKMEA).

What shocked him most was the
absence of trade experts in the ne-
gotiation process.,

US draft seen as violating

trade norms

Another reason behind Bangla-
desh’s fallure to succeed in nego-
tiations with the United Statés Is
that the proposed Reciprocal Tariff
Agreement by the US includes cer-
tain conditions that are inconsistent

led by Khalilur Rahman,

falled to submit the list of items requested
by the US before the budget was passed.
negotiation efforts

were
| SEEPAGE 2COL1

with established international trade
practices and bilateral trade agree-
ments.

The alternative proposals made
by Bangladesh were not accepted
by the USTR during the meeting on
26 June.

In the 3 July meeting, Bangla-
desh again stated that it would not
be possible to comply with the con-
ditions set by the United States, and
expressed its intention to reach an
agreemenl within the framework of
WTO regulations,

Since the US later agreed to hold
further meetings despite this stance,
officials at the Ministry of Commerce
assumed that the USTR had accept-
ed Bangladesh's proposals.

Timeline of talks
After the tariff proposal was an-
nounced on 2 April, officials from
Bangladesh’s Ministry of Commerce
held an online meeting with the
USTR on g April. Subsequently, a
Bangladeshi delegation met with
the USTR in Washington on 21 April
At that time, the USTR agreed to dis-
cuss six specific points. Later, on 4
June, Bangladesh sent another let-
ter to the USTR

On 12 June, Bangladesh signed
a Non-Disclosure Agreement (NDA)
with the United States regarding the
Reciprocal Tariff issue, under which
Bangladesh agreed to sign a Recip-

rocal Tarlf[ Agreement with the

In an online meeting held on
June, both sides agreed to process
with such an agreement The
later sent Bangladesh a draft
proposed agreement, which s sull
under negotiation.

According to several sources,
draft Reciprocal Tanff Agreement
from the US includes conditions
requiring Bangladesh to impose
trade sanctions on any country
sanctioned by the US. Similarly, if
the US imposes additional tariffs on
a country, Bangladesh would be re
quired to follow suit

Additionally, one clause stipu
lates that Bangladesh cannot offer
import concessions to any ot
country for products that it gra
such concessions to the US.
contradicts the World Trade Or-
ganization’s Most-Favoured Nation
(MEN) principle.

To appease the United States,
Bangladesh has taken steps to in-
crease imports from the country,
including the official purchase of
Boeing aircraft, LNG, and wheat.

Last week, BGMEA President
Mahmud Hasan Babu told TBS, “We
are concerned about the US recip-
rocal tariffs. Out of this concemn,
we held a meeting with the US am-
bassador in Dhaka on Tuesday. He
advised us to be more specific and
more serious.”
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