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form

expert panel
for trade talks

STAR BUSINESS REPORT

Bangladesh w
negotiations as

------- aenw

il form an expert panel fo
the country seeks to sign deals with

major trading partners ahead of its graduation to a
developing nation from the least developed country
(LDC) category.
The country has been negotiating with nearly
a dozen countries to sign free trade agreements

(FTAs),

compreh
(CEPAs),
(EPAs) to retain preferential trade benefits following

the LDC graduation slated for November next year.

for negotiations to sign the

preferential

trade agreements (PTAs),

ensive economic partnership agreements
and economic partnership agreements

If the new resource pool is approved, it will engage
in negotiations with major trading partners to sign
deals in line with government rules and regulations.

“We are trying (o

form a pool of resources
trade agreements,”

Commerce Secretary Mahbubur Rahman said at an
event titled “Building national capabilities in trade

negotiations: re
InterContinenta

economic partners.

flections & way forward” held at the
1 Dhaka hotel yesterday.

Negotiations for signing a trade deal with
Singapore will begin soon, while talks are underway
for a similar one with Korea, the secretary said.

A team from Bangladesh is now engaged in the
final round of negotiations in Tokyo to finalise an
EPA, which the two nations may sign this year,
Rahman added.

If signed, it will be Bangladesh’s first full-fledged -
hip agreement, as previously

the South Asian nation had signed only a PTA with
Bhutan in December 2020.

strengthening p

Commerce Adviser

Sk. Bashir Uddin said by

olicy frameworks and institutional

support, the government aims to ensure that this
pool evolves as a dynamic force, fully equipped to
navigate the complexities of international trade and
safeguard Bangladesh’s economic interests in the
years ahead.
Built on the foundation of continuous learning

and adaptability,

the

trade negotiators’ pool is

poised to deliver an enduring impact, Bashir Uddin
also said.
British High Commissioner to Bangladesh Sarah
Cooke said her country will continue extending
duty-free market access to Bangladeshi goods in the
post-LDC period.
She also expressed her country’s interest in
sharing expertise on trade negotiations with
Bangladesh.
Chief Adviser’s Special Envoy on International
Affairs Lutfey Siddigi said Bangladesh’s export
basket is very narrow and negotiators will face many
difficulties with different countries.

Resident Representative of the United Nations

Development Progra

Additional Commerce

_,_._-—-""'_"’-d

Bangladesh hasalready met
the criteria for graduation
in all three categories: per
capita income, human

e

—

preferences.

- Citing domestic and
international pressures—
nearly 40 percent currency

devaluation, high

mme Stefan Liller and

Secretary Md Abdur Rahim
Khan also spoke at the event. - e

interest

- = rmiswm

could cut annuai exports
by up tc 14 percent, or $7
billion, crippling readymade
garments and footwear that
n?ke up almost 90 percent

destinations.

Starting  negotiations |
early will ailow time to
build consensus, align
domestic. policies  with'
alnhat srandards. diversify |
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event titled “Building national capabilities in trade
negotiations: reflections & way forward” held at the
InterContinental Dhaka hotel yesterday.

Negotiations for signing a trade deal with
Singapore will begin soon, while talks are underway
for a similar one with Korea, the secretary said.

A team from Bangladesh is now engaged in the
final round of negotiations in Tokyo to finalise an
EPA, which the two nations may sign this year,
Rahman added.

If signed, it will be Bangladesh'’s first full-fledged -

economic partnership agreement, as previously
the South Asian nation had signed only a PTA with
Bhutan in December 2020.

Commerce Adviser Sk. Bashir Uddin said by
strengthening policy frameworks and institutional
support, the government aims to ensure that this
pool evolves as a dynamic force, fully equipped to
navigate the complexities of international trade and
safeguard Bangladesh’s economic interests in the
years ahead.

Built. on the foundation of continuous learning
and adaptability, the trade negotiators’ pool is
poised to deliver an enduring impact, Bashir Uddin
also said.

British High Commissioner to Bangladesh Sarah
Cooke said her country will continue extending
duty-free market access to Bangladeshi goods in the
post-LDC period.

She also expressed her country’s interest in
sharing expertise on trade negotiations with
Bangladesh.

Chief Adviser’s Special Envoy on International
Affairs Lutfey Siddiqi said Bangladesh’s export
basket is very narrow and negotiators will face many
difficulties with different countries.

Resident Representative of the United Nations
Development Programme Stefan Liller and
Additional Commerce Secretary Md Abdur Rahim
Khan also spoke at the event. -

e

Bangladesh has already met
the criteria for graduation
in all three categories: per
capita income, human
asset index, and economic
vulnerability index.

Even so, * - leading

business figures have urged
the government to seek a.

six-year deferral of LDC

_graduation, - warning the

economy - is unprepared
for the loss of vital trade

preferences. ‘

. Citing domestic and
international pressures—
nearly 40 percent currency
devaluation, high interest
rates, and a fraught

- . .investment- climate—they

petitioned to delay the
transition from November
2026102032. *°

Their main concern is’

the loss of duty-free, quota-
free access to the European

Union, which they estimate
A

could cut annuai exports
by up tc 14 percent, or $7
billion, crippling readymade
garments and footwear that
riake up almost 90 percent

.ofexports '

Experts ‘stress
Bangladesh must negotiate
trade dezls to preserve
market .  access  after

graduation.
Without - talks, - the
country faces higher tariffs

in the EU, UK, and other

destinations.

Starting - negotiations
early will ailow time to
build consensus, align |
domestic  policies with
globai standards, diversify
export destinations, and
reduce overreliance on a
few markets. :

Most - importantly,.
timely deals will ensure a
smoother transition and
protect jebs and growth
driven by exports. i
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“Trump offers tariff
relief to some
trade partners

REUTERS

US President Donald Trump signed an executive order

offering some tariff exemptions as soon as Monday

to trading partners who strike deals on industrial

exports such as nickel, gold and other metals, as well as
- pharmaceutical compounds and chemicals.

Trumphas spenthisﬁrstsevenmonthsinoﬂt"lcebuilding
up massive tariff increases to reorder the global trading
system, cut US trade deficits and extract concessions from
trading partner countries in negotiations.

His latest order, opens new tab identifies more than 45
categories for zero import tariffs from “aligned partners”
who clinch framework pacts to cut Trump’s “reciprocal”
tariffs and duties imposed under the Section 232 national

- Security statute, .

Friday’s order brings US tariffs in line with its
commitments in existing framework deals, including
those with allies such as Japan and the European Union.

Eligible trading partners will be those ]
who strike deals on industrial exports
such as nickel, gold and other metals,

as well as pharmaceutical compounds
and chemicals

The exemptions for countries with US trade deals are
set to begin at 12:01 a.m. EDT/0401 GMT on Monday, it
said. In the order, Trump says his willingness to reduce
tariffs depends on the “scope and economic value of a
trading partner’s commitments to the United States in its
agreement on reciprocal trade” and US national interests.

The cuts cover items that “cannot be grown, mined, or
naturally produced in the United States” or produced in
sufficient volume to meet domestic demand.

A White House official said it also creates new carveouts
for some agricultural products, aircraft and parts, and
non-patented articles for use in pharmaceuticals.

In situations where a country has struck a “reciprocal”
trade deal with the United States, this will allow the US
Trade Representative, the Commerce Department and
customs to waive tariffs on covered imports without a new
executive order from Trump, the official said.

The zero-tariff items identified in the order include
graphite and various forms of nickel, a key ingredient
in stainless steel manufacturing and electric vehicle
batteries.

Also covered are compounds used in generic
pharmaceuticals, including the anesthetic lidocaine and
reagents used in medical diagnostic tests.

The order encompasses various types of gold imports,
from powders and leaf to bullion, a key import from
Switzerland, which is struggling with US tariffs of 39"
percent as it has not yet reached a trade deal. ey
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Md Nasir Khan

JAGARAN CHAKMA

The country’s leather footwear sector
has the raw materials, skilled labour
and a strong place in the global supply
chain.

Still, exports have long remained
a sleeping giant due mainly to a lack
of trust in local entrepreneurs and a
system riddled with flaws, according
to Md Nasir Khan, chairman of Jennys
Shoes.

While leather footwear exports by
neighbouring Vietnam have surged to
$27 billion, Bangladesh remains stuck
at $1.2 billion.

Khan said this sector should already
have crossed $10 billion in exports.

“We have everything, leather, labour,
logistics. What we do not have is a
policy structure that allows us to grow,”
he said in an interview with The Daily
Star.

“It is not a lack of talent. It is a lack
of trust in our entrepreneurs and a
broken system that rewards paperwork
over performance,” said Khan, also the
vice-president of the Leathergoods and
Footwear Manufacturers and Exporters
Association of Bangladesh.

The Dally Star
08 SEP 2025

of in-bond and out-bond records, often
by hand, he said.

“You apply to import 100 units.
They approve 50. You export using
those 50, then reapply, wait again.
This is not a trade facilitation, it is a
trade controller,” said the chairman of
Jennys Shoes.

Jenny exports mainly to Japan, Italy,
Germany, France and the United States.
In the US market, it supplies only non-
leather sports shoes. Skechers and

TAKEAWAYS FROM INTERVIEW

There is a lack of palicy
structure that holds
the Industry back

Comparison & lost opportunities

While Vietnam exports $27bin Over Tk 1,000 is lost

¢ annually due to shipment
footwear exports stuck at $1.2b  delays and inefficiencies

footwear, Bangladesh's leather
Certification challenges

Inad locks Bangladesh
equate CETP facility blocks Bang h

from securing LWG certification

Customns bond syste
colled “obsolete, corrupt
and counterproductive”

raw materials.

Now the shoemaker advocated
for phasing out the bond system and
replacing it with a value-addition
model.

He believes this would allow
businesses to import raw materials
freely, provided they ensure a minimum
share of local value addition, around 20
to 25 percent, before exporting.  »

“If I know I must retain 25 percent
value locally, I will invest in local

Businesses face 30+
agency approvals just
to import raw materials

/:

Red tape leaves leather
sector a sleeping giant

Says Jennys Shoes Chairman Md Nasir Khan in
an interview with The Daily Star

functioned properly. Consequently,
the sector cannot obtain globally
recognised certifications such as
the Leather Working Group (LWG)
standard. Without it, exporters cannot
access premium markets or meet the
demands of environmentally conscious
buyers.

“We spent thousands of crores
building the leather park. But without
functioning complianice, our own
manufacturers cannot use our leather.
Global buyers would not touch it. So, we
import leather just to export products
made with it,” Khan said.

Calling this “a tragedy”, he added
that countries, including France, had
offered to help Bangladesh set up a
certification framework free of charge,
but indecision at the policy level
blocked progress.

For two decades, the government
has provided cash incentives of 10 to 15
percent on export earnings. Yet growth
has been negligible.

According to the shoemaker, it is like
giving grapes to a patient who needs
heart surgery. “You cannot fix a broken
system with sweeteners.”

He argued that incentives only




a sleeping giant due mainly to a lack
of trust in local entrepreneurs and a
system riddled with flaws, according
to Md Nasir Khan, chairman of Jennys
Shoes.

While leather footwear exports by
neighbouring Vietnam have surged to
$27 billion, Bangladesh remains stuck
at $1.2 billion.

Khan said this sector should already
have crossed $10 billion in exports.

“We have everything, leather, labour,
logistics. What we do not have is a
policy structure that allows us to grow,”
he said in an interview with The Daily
Star.

“It is not a lack of talent. It is a lack
of trust in our entrepreneurs and a
broken system that rewards paperwork
over performance,” said Khan, also the
vice-president of the Leathergoods and
Footwear Manufacturers and Exporters
Association of Bangladesh.

During the interview, he described
how policy failures, red tape and
missed opportunities have kept leather
footwear from becoming one of the
country’s export success stories.

At the centre of his criticism is the
customs bonded warehouse system.

Introduced more than 30 years
ago, it was meant to allow duty-free
imports of raw materials for export
industries.

Khan called it “obsolete, corrupt,
and counterproductive” in today’s fast-
moving trade environment.

“This system is like trying to run 5G
through a dial-up modem,” he said.

To get a bond licence, the shoemaker
said businesses need to collect
documents from as many as 31 different

government agencies.
Even then, importing raw materials
requires  item-by-item  approvals,

capacity certificates and repeated filing

/

Jennys Shoes.

Jenny exports mainly to Japan, Italy,
Germany, France and the United States.
In the US market, it supplies only non-
leather sports shoes. Skechers and

TAKEAWAYS FROM INTERVIEW

There Is a lack of policy
structure that holds
the industry back

Comparison & lost opportunities

While Vietnam exports $27bin i Over Tk 1,000cr is lost
footwear, Banglodesh's leather annually due to shipment
footwear exports stuckat $1.2b ¢ delays and inefficiencies /£

Certification challenges
Inadequate CETP facility blocks Bangladesh
from securing LWG certification

Incentives vs reform

Cash incentives without reform will not be helpful

Steve Madden are among its biggest
buyers, placing regular large orders.

Referring to industry estimates,
Khan said that between Tk 50 crore
and Tk 100 crore is spent each
year on maintaining bond-related
infrastructure and manpower. Over
Tk 100 crore goes on unofficial fees,
while more than Tk 1,000 crore is
lost annually to shipment delays and
bureaucratic inefficiency.

“And this is all for a system that
barely prevents leakage,” he added.

Vietnam, he said, has reached $27
billion in leather footwear exports with
simpler rules and stronger local value
chains, despite starting later compared

with Bangladesh and without its own

Customs bond system is ‘
calted “obsolete, corrupt,
and counterproductive”

TOMLTALASAONAS LS LARARSRUEL ALY LLLALCTL ALY
freely, provided they ensure a minimum
share of local value addition, around 20
to 25 percent, before exporting.
“If I know I must retain 25 percent
value locally, I will invest in local

Businesses face 30+
agency approvals just
to import raw materials

materials. I will work with local
suppliers. But right now, I spend
more time managing paperwork and
bribes than managing production,”
he said.

“Such models are already followed
in other export economies, shifting
the focus from compliance policing to
economic performance.”

Despite producing high-quality
leather, Bangladesh exports more than
75 percent of it in semi-finished form,
mainly to China and India, because
it has failed to meet international
environmental standards.

A key barrier is the central effluent
treatment plant (CETP) at the Savar
tannery estate, which has never

ucuanus Ol environmentally conscious
buyers.

“We spent thousands of crores
building the leather park. But without
functioning compliarice, our own
manufacturers cannot use our leather.
Global buyers would not touch it. So, we
import leather just to export products
made with it,” Khan said.

Calling this “a tragedy”, he added
that countries, including France, had
offered to help Bangladesh set up a
certification framework free of charge,
but indecision at the policy level
blocked progress.

For two decades, the government
has provided cash incentives of 10 to 15
percent on export earnings. Yet growth
has been negligible.

According to the shoemaker, it is like
giving grapes to a patient who needs
heart surgery. “You cannot fix a broken
system with sweeteners.”

He argued that incentives only
entrench inefficiency if the system itself
is broken.

“We have had 15 percent incentives
for two decades, but we are still at $1.2
billion in exports. Clearly, the problem
is structural, not financial.”

Unless the government shifts from
regulation to facilitation, Khan warned
Bangladesh risks losing out on the next

wave of industrial leadership.
He outlined the steps he believes are
urgent. i
Those include replacing the

bond system with a value-addition
model, setting up functioning LWG
certification for the sector, reducing
dependence on bureaucratic approvals,
digitising and decentralising customs
clearance, promoting local sourcing
and expanding opportunities for small
and medium enterprises.
“We do not need aid. We need smart

policies,” he concluded. j



0 8 SEP 2025

The Business Standard

~ Solar import taxes dirn
Bangladesh apparel’s

RENEWABLE ENERGY - BANGLADESH

REYAD HOSSAIN

Bangladesh’s apparel sector is keen
to expand rooftop solar, but entrepre-
neurs say steep import taxes are inflat-
ing installation costs and slowing large-
scale adoption which could save the
government Tk2,500 crore each year on
primary fuel imports.

The country’s largest export sector
has been racing to cut carbon emissions
to meet global compliance, and the gov-
emment has pledged to raise the renew-
able share of power generation to 20%
by 2030 from around 5% now.

But high taxes on imported equip-
ment are driving up costs, setting those
30% to 50% higher than in India, some
entrepreneurs have said.

Installing solar panels— known as
photovoltaic generator sets for indus-
trial use requires 13 types of equip-
ment. While panels and inverters are
taxed at just 1%, some of the rest, rep-
resenting about half of the total mstal-
lation cost, face duties as high as 62%
or 77%.

Industry leaders say this raises in-
stallation costs by about one-third.

Though the central bank has crea1

TEXTILE, RMG RODFTOPS COULD

ACCOMMODATE 2 GW SOLAR

#  This would meet 20% of
sector’s power demand

—— e e i e =

> Tk2,500cr could be sawd on
anarnv imnnrts annually

green ambitions

HURDI.ES TO SOLAR IN INDUSTRIES

IMPORT DUTY ON SOLAR EQUIPMENT

» Solar panels and
inverters: 1%
®» Accessories: from

32% to 77%

» High import tax increases
costs by over 30%

» Accessories can't avail 1%
import duty facility as they're
not usage-specific

 CURRENT SOLAR PRODUCTION

R |

RMG:

Unknown
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ed a green fund to support renewable
energy at low interest rates, investors
complain of procedural hurdles and
insufficient financing.

For years, the government has pro-
vided various benefits such as reduced
import duties for private sector power
producers using conventional fossil
fuels. According to a National Board
of Revenue (NBR) circular last year,
private sector power producers are ex-
empted from all import duties except
for a 5% VAT.

But, renewable users, though high-
lighted much in government policy
and focus, are left out, entrepreneurs
have said. To achieve its renewable
energy goal, the government should
eliminate import duties on solar equip-
ment and instead provide incentives to
encourage investment in green energy
transition, they have felt.

Why solar panels here cost so high
NZ Textile Limited, one of the country’s
largest textile mills, has already installed
about 10 megawatts of solar power, the
highest among textile mills. The com-
pauy‘sgoallsmexpandcapautytoao
megawatts from solar.

Its managing director, Saleudh Za-
man Khan, | SEFDArs =~ =




explained, “Taxes on importéd solar
equipment have increased our costs by
more than 30%. A project that costs Tk2

crore indiidia' ends up costing Tk3crore«

in Bangladesh. That is why we are lag-
ging behind in cost competitiveness.”

Fatullah Fashions Limited, a US
Green Building Council-certified
platinum-rated green garment fac-
tory in Narayanganj, has set a target
of becoming net-zero carbon within
the next five years, meaning that all
of its electricity demand will be met
through its own solar power. The
company has already begun gener-
ating some electricity through solar
installations, with additional capac-
ity under construction.

“We are saving foreign currency by
generating electricity through solar in
the private sector,” its managing direc-
tor Fazlee Shamim Ehsan said.

“In this case, the government
should be providing subsidies,” he
added.

Rising Group, one of the country’s
leading textile and garment producers,
is currently generating approximately
4 megawatts of electricity from solar
and has plans to expand by another 10
megawatts.

Its managing director, Mahmud
Hasan Khan Babu, however, told
TBS, “The excessive import tax on
solar equipment is one of the key

obstacles.”

Entrepreneurs also argue that the
cost of setting up a solar power plant
of the same capacity in Bangladesh is

about so% higher than in neighbour- s

ing India, largely due to import tax.

Among textile mills, spinning mills
consume the most electricity, much
of it generated through captive power
systems running on gas and imported
fuel, placing a heavy burden on the
government.

According to the Bangladesh Tex-
tile Mills Association (BTMA); out of
527 spinning mills, around 40 have
installed solar panels, collectively gen-
erating about 50 megawatts for pro-
duction purposes. Meanwhile, many
garment factories have also installed
solar panels, though exact figures on
the number of factories and total power
generated were not available from the
industry’s two main associations.

Import duties not lowered in fear
of misuse
In 2023, in response to an application
by an importer, the Customs Policy
Wing of the NBR issued an explanation,
or advance ruling, stating why the 1%
import duty facility could not be appli-
cable for 1 types of equipment under
‘photovoltaic generator sets.’

It clarified that since some of the
equipment are considered ‘parts of
general use’ and ‘not identifiable as

parts suitable for use ‘solely or prin-
cipally with a particular kind of ma-
chine,” they cannot qualify for the re-
duced tax facility.

& #At the‘time,"a eustoms-official4n- :

volved in the ruling told The Business
Standard on condition of anonymity,
“Given the risk of misuse and consider-
ing the interests of local manufacturers
of the same equipment, no exemption
can be granted in this case.”

NBR Chairman Abdur Rahman
Khan also told TBS, “We have already
given concessions on certain solar
equipment, including some in the last
budget. However, many of these items
are also used in sectors other than so-
lar, and we must protect domestic in-
dustries. Otherwise, local manufactur-
ers of similar products will claim their
interests are being ignored.”

“If there is a reasonable demand,
changes can only be made in the
next budget” —he added.

Local solar equipment manufac-
turers have also complained that the
import tax facility is being misused.
A leader of the Solar Module Manu-
facturers’ Association of Bangladesh
(SMMAB) - a platform of local solar
equipment producers — told TBS on
condition of anonymity, “If industries
are given tax benefits, they are being
misused.” He added that, in the inter-
est of local industries, the government
could require that a certain percentage

of solar-related equipment be sourc

from domestic manufacturers.
However, Golam Baki Masud, gener-

al secretary of the association, told TBS,

“In the case of industriesinstalling roof-#

top solar panels, the government can
provide exemptions only for a few spec-
ified items, based on specific orders.”
However, NZ Textile MD Saleudh
Zaman Khan argued that most of the
equipment subject to high import du-
ties is not yet manufactured in Bangla-
desh. “Even though some equipment is
manufactured locally, the quality does
not meet industry standards,” he said,
stressing that imports are unavoidable.
On the issue of misuse, he proposed in-
troducing safeguards, saying, “To pre-
vent abuse outside the industry, Buet’s

" expert panel could issue certification or

another form of verification. But cutting
off the head to cure a headache is not
the solution.” '

2000 MW solar potential in the
apparel sector

Bangladesh’s main market - the Euro-
pean Union — where the country sends
about 50% of its total exports, has in

recent years adopted several initiatives

to reduce fossil fuel dependency in
production and promote renewable
energy in supply chains. These include
the EU Corporate Sustainability Due
Diligence Directive (CSDDD), the EU
Carbon Border Adjustment Mechanism

AL

(CBAM) - a carbon tariff on carbon-in-
tensive products — and the German
Supply Chain Due Diligence Act.

Through the Carbon Border Ad-
justment Mechanisay ithe EUs will
impose additional taxes on its own
buyers for these industries in the
supply chain, based on a certain lev-
el of carbon emissions.

This means Bangladeshi export
industries will need to shift away
from fossil fuels and move toward
renewable energy in production
to remain competitive in export
markets. ‘ '

Otherwise, exporters risk los-

ing market access. Saleudh Zaman

Khan, also the vice president of -

BTMA, said the available rooftop
space in Bangladesh’s textile and
garment sector could accommodate
up to 2,000 MW of solar capacity,
meeting nearly 20% of the sector’s
total electricity demand.

According to his calculations,
this would generate electricity worth
Tk2,500 crore annually and cut ener-
gy costs (fuel and gas-based) by the
same amount. It would also reduce
the government’s reliance on fuel
imports and save significant foreign
exchange.

‘He added that if the government
waives import duties, it would ulti-

W Y. 'i

mately benefit both the economyand .||

the government in the long run.
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