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FE REPORT

Bangladesh's apparel
exporters want to work joi
with American cotmnrkjomtly
exporters to secure
Proportionate tariff reductions
through increased use of Us |
raw materials in garment
industry.

Arecently announced US
executive order allows
Proportionate tariff relief for
apparel made with at least 20-
percent American-origin raw
ma.terials-apart from the
reciprocal Trump tariff regj

that eventually I':Jwered ﬂg“l!me
rate for Bangladesh to 20 per
centin a tradeoff,

They expressed their interest

in mutually beneficial trade
enhancement duringa

meeting between a high-~level
delegation of US cotton

——

The Financial Fynress

05 NOV 2025

US cotton exports :
can be redoubled
with proportionate
tariff reduction

Bangladesh apparel makers say

© US cotton
exporters'
del explores
means of
augmenting
their product
export

@ Possibility of

dedicated
warehouse in
BD to reduce
lead time in
_American

cotton supply
under new US
tariff regime
discussed

< I

exporters and Bangladesh
Garment Manufacturers and
Exporters Association
(BGMEA) President Mahmud
Hasan Khan Tuesday at the
BGMEA Complexin Dhaka's
Uttara. '
The delegation's visit was
facilitated by Cotton USA, an
initiative of Cotton Council
International (CCl), BGMEA
said in a news release.
The discussion focused on
expanding bilateral trade,
promoting the use of US
cotton in Bangladesh's
textiles sector, and
leveraging tariffs.
"This new tariff concession
creates enormous
opportunities for our
industry as it will make our
products more competitive
on the global market," said
BGMEA President Mahmud
Hasan Khan.
However, he notes that the
BGMEA has yet to receive
clear guidelines on how local
spinners and garment
factories can qualify for the
benefit. He urged the
delegation to help obtain
necessary clarifications from
the US administration so that
Bangladeshi exporters can
begin preparation without
delay.
Currently, around 10 per cent
of Bangladesh's imported
cotton originates from the
United States. The BGMEA
chief said this share could be
doubled or even tripled
through proper strategic
initiatives and greater
awareness about the superior
quality and sustainability of
US cotton. i,
He suggests conducting joint
research and knowledge-
sharing sessions with
spinners and factories to
highlight the benefits of
using American cotton.
Welcoming the proposal, the
delegation expressed
readiness to work jointly with

BGMEA to expand the use of

US cotton in Bangladesh.
The delegation included Li
Yin (ECOM), Krista Rickman
(Cargill), Diego Lozada (LDC),
Wesley Rentz (Olam Agri),
Wayne Boseman (Carolina
Cotton Growers Association),
Chris Jones (Staplcotn
Cooperative), and Will
Bettendorf and Ali Arsalan of
the Cotton Council

International.

From the BGMEA side, Senior
Vice-President Enamul
Haque Khan and Director
Nafis-ud-Daula joined the
discussion.

The US representatives also
pointed out certain
challenges in trade
documentation while

‘exporting cotton to

Bangladesh and sought
BGMEA's cooperation in
resolvingthese barriers.
Inresponse, the BGMEA
president requested the
delegation to share the
issues in writing so the
association could formally
raise them with the Ministry
of Commerce for necessary
action.
The CCl representatives
lauded Bangladesh's textile
and apparel industry as a key
player on the global market,
noting that American cotton
is globally recognized for its
consistency, sustainability,
and reliability.
They expressed confidence
that by using more US cotton,
Bangladeshi manufacturers
could enhance product
quality and better utilize
tariff relief on the US market.
The meeting also explored
ways to streamline logistics
and infrastructure forUS =
cotton supply in Bangladesh,
including the possibility of
establishing a dedicated
warehouse to reduce lead
time.
Both sides agreed to work
together to ensure
transparency and traceability
in measuring US raw-
material content under the
new tariff policy.
The host side further
requested technical
cooperation and capacity-
building support from US
cotton exporters to help
improve productivity and
reduce waste in local mills.
The association also invited
collaboration in research
activities through the BGMEA
Innovation Centre to drive
efficiency and sustainability
in production.
Both parties reiterated their
commitment to
strengthening bilateral
economic partnership and
mutual cooperationinthe
years ahead. >/
newsmanjasi@gmail.com
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Export cap fails to
cool jute market as
premium prices climb

SUZIT KUMAR DAS, Faridpur

-------------

The government’s move to impose export
restrictions on raw jute, aiming to stabilise
domestic prices, has failed to produce the
desired effect even after two months. In fact,
as traders had warned, it has had the opposite
effect, with premium-grade raw jute prices
climbing further.

Medium-grade fibre has softened slightly
but remains elevated, highlighting the limited
impact of the export cap.

The export restriction, issued by the

commerce ministry in September following - '

recommendations from the textiles and jute
ministry, requires prior approval for raw jute
shipments. The measure was intended to
ensure domestic mills could secure enough
fibre at reasonable prices and curb rising
costs for jute products.

High-quality jute, which sold for around Tk
4,000 per maund (37.32 kg) in September and
October, is now trading at about Tk 4,300,
according to Farhad Ahmed Akand, former
chairman of the Bangladesh Jute Association.

In Faridpur, the largest producing district, the
Department of Agricultural Marketing (DAM)
reports premium jute selling for Tk 4,000-Tk
4,300 per maund, Tk 100-Tk 300 higher than
before the export restrictions. Faridpur alone
produces around 2.14 lakh tonnes of premium-
grade jute annually, making it the country’s
main hub for high-quality fibre.

- “Even though the government limited
exports, prices in the market continue to
rise,” said Akhtaruzzaman Chan, a trader at
Kanaipur market in Faridpur.

LOW PRODUCTION, TIGHT SUPPLY

Officials note that lower production this year
has tightened domestic supply. Jute output
fell 6.5 percent year-on-year to 89.5 lakh bales

(one bale = 180 kg) in FY25 due to reduced
acreage and unfavourable weather, according
to Bangladesh Bureau of Statistics data.

“Due to low production, domestic supply-

is limited despite steady demand. This is why
prices have not decreased even after export
restrictions,” said Shahadat Hossain, senior
market officer at the Faridpur DAM.

Many farmers sold their jute early,
expecting prices to drop because of the
export restrictions. “Because of the export
restrictions, we sold our jute quickly. Now
we see prices rising. If exports had not been
limited, we could have received better prices,”
said Anowar Molla of Jungurdi village in
Faridpur’s Nagarkanda upazila. :

Lower yields compounded the problem.
Moktar Molla, president of the Faridpur
District Jute Farmers Association, said,
“Cultivating one bigha costs Tk 40,000-Tk
42,000. We harvested only 5-6 maunds' per
bigha instead of the usual 10. After paying
wages, many farmers are barely covering
costs. Many thought prices would drop due to
export limits, so they sold in September. But
now, prices are increasing.”

Medium-quality jute, used mainly for bags,
sacks, hessian, and packaging, has declined
modestly to Tk 3,600-Tk 3,700 per maund
from around Tk 3,900. Md Omar Faruk
Talukdar, assistant director at the Faridpur
Jute Department, explained that high-quality
fibre feeds export-oriented yarn mills, while
medium grades cater to domestic demand,
creating a natural price divergence.

HOARDING AND MARKET PRESSURE

Some traders point to alleged- hoarding
as another factor keeping prices elevated.
“Hoarders are buying large quantities of jute
and storing them to sell later at higher prices
to mill owners. The government should take
action against them,” alleged Akand.

Talukdar noted, “Under government rules,
anyone hoarding over 1,000 maunds of
jute for more than a month is considered a
hoarder, and action is taken. However, due to
limited staff, not all cases can be addressed.”

“This year, lower production has left
demand in the market, pushing prices up.
Without export restrictions, prices could have
reached Tk 5,500, causing instability in the
jute market,” he added.

Raw jute exports declined following the
restriction. During July-October of FY26,
jute and jute goods exports together grew 4.7
percent year-on-year to $277 million, largely
driven by yarn, twine, sacks, and bags. Raw
jute shipments, however, remained lower.

The rebound comes after FY25, when
exports of jute and jute goods fell to $820
million, the lowest in six years.

Farmers like Nab Kumar Kund of Raotara
village in Magura Sadar describe a complex
market. “Prices have increased mainly due
to reduced production. We want prices high
enough to encourage cultivation, but the
government should ensure stability for all
stakeholders,” he said.



/ith import policy tweak,
garment makers expect
$5b more in exports

Govt amending import rules so factor_ies'can get all raw materials
from buyers, instead of the current 50% limit

EXPECTED '
ADDITIONAL
APPAREL -
EARNINGS

Year after full FoC

Bangladeshi apparel manufacturers expect
to earn an additional $5 billion in high-end
garment exports in the first year after the
government scraps the 50 percent ceiling
on free-of-charge (FoC) imports. Under this
arrangement, the buyer supplies raw materials
such as fabrics, accessories and other inputs.

They say the additional earnings could
cross $10 billion in the second year once the
FoC quota is fully abolished.

The Chief Adviser’'s Office says the

commerce ministry has decided to amend-

the Import Policy Order within the next two
weeks. The amendment will allow garment
exporters to source all raw materials from
overseas buyers, process them and ship the
finished products back.

At present, exporters are permitted to
import only 50 percent of the required raw
materials under the FoC arrangement.

Md Shehab Udduza Chowdhury, vice-
president of the Bangladesh Garment
Manufacturers and Exporters. Association

WHY EXPORTERS SUPPORT FOC

orders

Over S10b

(BGMEA), said Bangladesh could earn an

extra $5 billion in exports in the first year of
the FoC quota removal.

In the second year, he expects the value to
cross $10 billion as factories can get all raw
materials under the FoC arrangement.

A few years ago, FoC imports were capped
at 33 percent of total raw materials. This was
increased to 50 percent later. y :

Under FoC, international buyers supply
fabrics, accessories and other inputs needed
to produce export items. Local manufacturers
receive only the cutting and making charge.

Local apparel exporters currently use FoC °

for less than 5 percent of total shipments
due to restrictive conditions and reported
complications at Chattogram customs.

Garment exporters say that FoC is
straightforward, less risky and faster. Without
any quota on FoC import, they believe global
brands will place more orders in Bangladesh
because of the country’s skilled workforce
and strong manufacturing capacity.

At present, more than 95 percent of
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garments are exported using usual letters
of credit (LCs). FoC has seen limited
uptake because of import restrictions and
bureaucratic hurdles. BGMEA Vice-President
Chowdhury said he submitted a proposal two
months ago to ease the rules. -

He said that Bangladesh exported $7
billion worth of garments made from man-
made fibres in fiscal year 2022-23. Local
textile mills supplied only 4 percent of the
raw materials, with the rest imported, mainly
from China.

~ Manufacturers say orders for high-end
man-made fibre and polyester garments are
shifting from China to Bangladesh as the
United States has imposed higher tariffs on
Chinese goods. Some Bangladeshi factories
cannot take full advantage of it because they
are barred from importing more than 50
percent of raw materials under the current
FoC rules.

- According to Chowdhury, FoC reduces risk
because buyers cover raw material costs and
cannot cancel orders abruptly. READ MORE ON B2

“to support all export- ;
Under full FoC imports, pp all export However, Showkat Aziz
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he said that more foreign
currency will remain within
the country, as apparel-
makers will no longer need
to spend dollars upfront
on raw material imports,

as required under the LC.

system.
After the fifth
Investment Coordination
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oriented sectors equally to
increase export value and
volume.

He said the garment
industry has grown due to
facilities such as bonded
warehouses and that other
potential sectors will also
benefit if buyers supply all
required raw materials.

“The government is

Russell, president of the
Bangladesh Textile Mills
Association, (BTMA), said
the government should
consult .all stakeholders
before taking such an
important decision.

He  believes  heavy
imports of raw materials
could harm the Ilocal
tf:xtile industry by reducing




Buyers supply all raw materials, including fabric, accessories, trims, at no cost

Factorles only cut, stitch and make, earning a making charge

EXPECTED © Year after full FoC
ADDITIONAL

APPAREL

EARNINGS °
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Bangladeshi apparel manufacturers expect

to earn an additional $5 billion in high-end
garment exports in the first year after the
government scraps the 50 percent ceiling
on free-of-charge (FoC) imports. Under this
arrangement, the buyer supplies raw materials
such as fabrics, accessories and other inputs.

They say the additional earnings could
cross $10 billion in the second year once the
FoC quota is fully abolished.

The Chief Adviser's Office says the
commerce ministry has decided to amend
the Import Policy Order within the next two
weeks. The amendment will allow garment
exporters to source all raw materials from

overseas buyers, process them and ship the

finished products back.

At present, exporters are permitted to
import only 50 percent of the required raw
materials under the FoC arrangement.

Md Shehab Udduza Chowdhury, vice-
president of the Bangladesh Garment
Manufacturers and Exporters Association
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Around 95% of exports still follow LCs, where factories pay for raw materials first

Earnings

Over S10b

(BGMEA), said Bangladesh could earn an
extra $5 billion in exports in the first year of
the FoC quota removal.

In the second year, he expects the value to
cross $10 billion as factories can get all raw
materials under the FoC arrangement.

A few years ago, FoC imports were capped
at 33 percent of total raw materials. This was
increased to 50 percent later. _

Under FoC, international -buyers supply
fabrics, accessories and other inputs needed
to produce export items. Local manufacturers
receive only the cutting and making charge.

Local apparel exporters currently use FoC
for less than 5 percent of total shipments
due to restrictive conditions and reported
complications at Chattogram customs.

Garment exporters say that FoC is
straightforward, less risky and faster. Without
any quota on FoC import, they believe global
brands will place more orders in Bangladesh
because of the country's skilled workforce
and strong manufacturing capacity.

At present, more than 95 percent of

garments are exported using usual letters
of credit (LCs). FoC has seen limited
uptake because of import restrictions and
bureaucratic hurdles. BGMEA Vice-President
Chowdhury said he submitted a proposal two
months ago to ease the rules. -

He said that Bangladesh exported $7
billion worth of garments made from man-
made fibres in fiscal year 2022-23. Local
textile mills supplied only 4 percent of the
raw materials, with the rest imported, mainly
from China.

Manufacturers say orders for high-end

 man-made fibre and polyester garments are

shifting from China to Bangladesh as the
United States has imposed higher tariffs on
Chinese goods. Some Bangladeshi factories
cannot take full advantage of it because they
are barred from importing more than 50
percent of raw materials under the current
FoC rules.

- According to Chowdhury, FoC reduces risk
because buyers cover raw material costs and
cannot cancel orders abruptly. READ MORE ON B2

Under full FoC imports,
he said that more foreign
currency will remain within
the country, as apparel-
makers will no longer need
to spend dollars upfront
on raw material imports,

as required under the LC,
system.
After the fifth

Investment Coordination
Committee meeting on
Sunday, the Chief Adviser’s
Office said the commerce
ministry has decided in
principle to remove FoC
quotas for fully export-
oriented companies. The
amendment is expected
within two weeks and
should reduce stockpiling
costs and enhance
competitiveness.

Md Abdur Rahim Khan,
additional secretary at the
commerce ministry, said
the government wants

to support all export-
oriented sectors equally to
increase export value and
volume.
- He said the garment
industry has grown due to
facilities such as bonded
warehouses and that other
potential sectors will also
benefit if buyers supply all
required raw materials.
“The government is
trying to facilitate the
businessmen by easing the

rules,” Khan told The Daily
Star.
BGMEA President

Mghmud Hasan Khan
said removing the FoC
quota would bring a lot of
benefits to the garment
sector, as buyers will pay
for raw materials and the
risk of cancelled orders will
be lower.
‘It was our

time demand to
government,” he added.

long-
the

owever, Showkat Aziz
Russell, president of the
Bangladesh Textile Mills
Association, (BTMA), said
the government should
consult .all stakeholders
before taking such an
important decision.
~ He  believes  heavy
imports of raw materials
could harm the Ilocal
textile industry by reducing
demand for domestically
produced yarn, fabrics and
accessories, and lowering
local value addition.

Md Shahriar, president
of the Bangladesh
Garments Accessories and
Packaging Manufacturers
and Exporters Association,
said removing the quota
for FoC import would be
beneficial if - international
buyers  choose local
accessory suppliers.
Otherwise, he said, the’
sector may not gain. /
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'What keeps leather from becoming Ba
next export powerhouse?

Shadique Mahbub nsun‘ic'@?"'
Journalist g "

ANALYSIS

When the tanneries were
shifted from Hazaribagh
to Savarin 2017, the

move was billed as a
green transformation. Yet,
untreated waste still flows
into the Dhaleshwari River,
contaminating water and
soil, jeopardising global
certifications and therefore,
holding back exports

few others, was once hailed as the
“next RMG”. Yet, despite having every
natural advantage, including abundant raw
hides, cheap labour, and decades of tan-
ning heritage, its €xport earnings have been

Bangladesh’s leather industry, like a

circling the same figure for over a decade —
roughly a billion dollars a year.

In FY25, the sector earned $1.14 billion,
contributing 2.3% to total export revenue,

It was the perfect candidate for export

diversification; unlike ready-made garments
(RMG), it relies almost entirely on domestic
Taw materials. Each Eid-ul-Azha, millions
of animal hides flood the market, offering a
near self-sustaining supply chain.

The industry also generates significant
employment in rural and semi-urban areas,
with nearly a million people involved across
the value chain — from rawhide collection to

finished goods. _
Globally, the leather and footwear market
size exceeds $420 billion, Bangladesh, with

its cost advantage, could easily carve out a
larger slice of the pie. In fact, sector leaders
estimate an export potential of $10 billion an-
nually, if compliance and infrastructure gaps
were bridged.

But instead of scaling upward, exports
have stagnated since 2012, when they peaked
around $1.24 billion. Today, even after mod-
est growth, the figure remains stuck in the
same orbit — a phenomenon many now call
the “billion-dollar cage”.

Industry insiders say it could easily earn
five times that amount if only policy and
compliance barriers were addressed, So-why

L L

Without LWG cerﬂﬂcaﬂon, lo;:al

does the dream of transforming leather into
Bangladesh’s next export powerhouse re-
main trapped behind a mix of bureaucratic
inertia, structural weakness, and environ-
mental neglect?

Policy paralysis and
fragmented governance _
Unlike the RMG sector, leather has no uni-

exporters are forced to sell semi-processed ‘wet blue
leather to China at discounts of up to 60%.

fied export strategy. Incentives are scattere
across ministries, and regulatory oversighi
remains fragmented between the industriey
ministry, Bangladesh Small and Cottage
Industries Corporation (BSCIQ, and the De
partment of Environment,

Professor Mustafizur Rahman, distin

- guished fellow at the Centre for Policy Dia

logue (CPD), said, _ ISEE PAGE 6 COL |
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circling the same figure for over a decade —
roughly a billion dollars a year.

In FY25, the sector earned $1.14 billion,
contributing 2.3% to tota] export revenue,

It was the perfect candidate for export
diversification; unlike ready-made garments
(RMG), it relies almost entirely on.domestic
raw materials. Each Eid-ul-Azha, millions
of animal hides flood the market, offering a
near self-sustaining supply chain.

The industry also generates significant
employment in rural and semi-urban areas,
with nearly a million People involved across

Globally, the leather and footwear market
size exceeds $420 billion, Bangladesh, with
its cost advantage, could easily carve out 3
larger slice of the pie. In fact, sector leaders
estimate an export potential of $10 billion an-
nually, if compliance and infrastructure gaps
were bridged,

But instead of scaling upward, exports
have stagnated since 2012, when they peaked
around $1.24 billion, Today, even after mod-
est growth, the figure remains stuck in the
same orbit — a phenomenon many now call
the “billion-dollar cage”,

Industry insiders say it could easily earn
five times that amount if only policy and
compliance barriers were addressed, So-why
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leather to China at discounts of up to 60%.
does the dream of transforming leather into
Bangladesh’s next export powerhouse re-
main trapped behind a mix of bureaucratic
Inertia, structural weakness, and environ-
mental neglect?

Policy paralysis and
fragmented

Unlike the RMG sector, leather has no unj-

certification, local €xporters are forced to sell semi-p;
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fied export strategy. Incentives are scattered
across ministries, and regulatory oversight
remains fragmented between the industries

ministry, Bangladesh
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Industries Corporation (BSCIO, and the De-
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- guished fellow at the Centre for Policy Dia-
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I think our biggest challenge
right now is compliance.
Many of our tanneries have
been classified because they
failed to meet compliance
requirements. The relocation
process in 2017 was not
carried out properly, which
is why most of the factories
ended up losing their
classification. If BSCIC had
managed that relocation
Pproperly, this problem might
never have arisen in the first
blace.”

MD SHAHEEN AHAMED, CHAIRMAN,
BANGLADESH TANNERS ASSOCIATION



——et

“Unlike the RMG sector, which has long en-
joyed bonded warehouse facilities, the leath-
er industry had been asking for the same for
decades. Stich'a facility would Rave allowed
them to import inputs duty-free, Yet, it took
the government several decades to grant it —
only doing so in the very recent past.”

Disjointed governance has

created operational chaos.

While the government encourages collec-
tive waste treatment, some tannery owners
were told to install their own Effluent Treat-
ment Plants (ETPs) — a cost most small and
medium firms cannot bear. This tug-of-war
between centralised and decentralised waste
management has paralysed progress.

Rahman said, “To steadily expand exports
in the leather sector, issues like effluent treat-
ment, environmentally friendly production,
and waste management have now become
absolute priorities.”

The irony is that Bangladesh’s leather sto-
ry mirrors the early days of its garment revo-
lution — an industry with huge domestic in-
put, low costs, and high global demand. But
unlike RMG, the leather sector never received
sustained policy nurturing.

Where garments benefited from bonded
warehouse facilities, back-to-back LCs, and
export incentives, leather faced bureaucratic
red tape and inconsistent leadership. Where
RMG invested in green compliance and cer-
tification, leather ignored the writing on the
wall. And where garment factories adapted
to changing buyer demands, many tanneries
clung to outdated production methods.

The compliance problem

The Savar tannery estate, a crucial hub for the
industry, remains incomplete, while its Cen-
tral Effluent Treatment Plant (CETP) is poorly
maintained and continues to release untreat-
ed water.

When the tanneries were shifted from
. Hazaribagh in 2017, the move was billed as a
green transformation. The new industrial es-
tate promised modern waste treatment, better
safety and cleaner production standards. In-
stead, it became a costly blunder.

The CETP, the linchpin of the estate, was
never completed properly. Built at a cost of
Tks65 crore, the plant remains under-capac-
ity, treating only about 14,000 cubic metres of
wastewater daily against a peak demand of
35,000 cubic metres during Eid seasons.

The result: Untreated waste still flows into
the Dhaleshwari River, contaminating water
and soil, and jeopardising global certifica-
tions.

This environmental non-compliance has
effectively locked Bangladesh out of premium
global supply chains. The Leather Working
Group (LWG), an international certification
body recognised by brands like Nike, Adidas
and Timberland, remains the gatekeeper of
global sourcing.

Italy boasts 952 LWG-certified factorles,
India 334, and Pakistan 62 — but Bangladesh
has fewer than 10, Without certification, local
exporters are forced to sell semi-processed
“wet blue” leather to China at discounts of up
t0 60%.

Compliance is not merely an environ-
mental issue — it is an economic one. The ab-
sence nf LW certificatinn cnsts Ranelardesh

The Business Standard

05 NOV 2025

- Lo =

around $500 million in lost export earnings
every year. Foreign buyers, especially Euro-
pean ones, now avoid Bangladeshi leather
altogether.

Md Shaheen Ahamed, chairman of Bang-
ladesh Tanners Association (BTA), said, “I
think our biggest challenge right now is com-
pliance. Many of our tanneries have been
classified because they failed to meet com-
pliance requirements. The relocation process
in 2017 was not cartied out properly, which
is why most of the factories ended up losing
their classification. If BSCIC had managed that
relocation properly, this problem might never
have arisen in the first place.”

The compliance gap also has ripple effects
on finance.

Banks are increasingly reluctant to extend
credit to tanneries without proper environ-
mental documentation, leading to liquidity
crises, Cash-strapped producers are forced to
sell hides at low prices, perpetuating a cycle
of underinvestment.

Rahman said, “Even though we relocated
the tanneries from Hazaribagh to Savar, we

never managed to make the effluent treat-

ment plant fully functional. As a result, our
rivers continue to be contaminated. Because
of this environmental non-compliance, many
buyers are reluctant to source from Bangla-
desh. It's not just that regulations in many
countries have become stricter; consumers
themselves now demand eco-friendly pro-
duction and proper certification. Without
those, they simply won’t buy. That’s another
major constraint.”

Even within the domestic market, ineffi-
ciencies abound. There is no standard raw-

* hide grading system, no organised auction

mechanism, and limited vertical integration
between tanneries and footwear manufactur-
ers. Many tanners sell to middlemen who add
no value, eroding margins further.

A workforce left behind

While the industry is more than 70 years old,
its labour practices remain stuck in the past.
According to the Tannery Workers’ Union, a
large share of workers still lack formal con-
tracts, minimum wages, or proper identity
cards. Health and safety standards are weak,
and social compliance — now a prerequisite
for export competitiveness — is largely absent.

This neglect not only undermines global
certification but also limits productivity. Glob-
al buyers increasingly demand traceable, eth-
ically sourced materials, and worker welfare
is a key part of that equation. Without reform,
Bangladesh’s leather sector risks being seen as
both environmentally and socially regressive,

Ahamed said, “The leather sector makes
a substantial contribution to the national
economy and to GDP — especially in terms of
employment, domestic demand, and export
earnings. From rawhide collection to the pro-
duction of finished leather goods, the sector
engages a large workforce,

“If we could overcome the compliance
barriers, we could easily expand our out-
put four or fivefold. But the reality is that
we are unable to utilise our skilled work-
force fully because of these compliance
issues,” he added.

The industry’s development requires
much more investment in technology, skilled

manpower and product design. To promote
highsand laathar nnnde win nand etrane farh

ion and design institutes that can train spe-
cialised professionals. But such institutions
will not emerge from the private sector alone.
This is where the state’s support was crucial—
yet that support never really materialised.

“Access to skills, to fashion and design
professionals, and to modern technology—all
these have played a role in limiting the sec-
tor’s growth, “ said Dr Mustafiz.

“This is particularly frustrating because
Bangladesh produces very high-quality leath-
er. Unlike ready-made garments, where value
addition is around 55-65%, in leather goods it
can reach 80-90%.”

The billion-dollar question

Can Bangladesh’s leather sector ever break
free of its billion-dollar cage? The potential
is undeniable: a self-sufficient raw material
base, proven manufacturing capability, and
proximity to major markets. But potential
alone is not power.

The failure to operationalise Savar’s CETP,
the absence of credible certification, and the
lack of an integrated export policy have col-
lectively eroded global confidence. While
global demand for ethically sourced leather
goods grows each year, Bangladesh remains
excluded from the conversation.

In the coming years, environmental re-
quirements will become even more stringent
across global markets. This will be a major
constraint if we are not prepared. From the
kind of energy used to whether production
processes are carbon-friendly, environmental
sustainability will only grow in importance.

Rahmna believes this sector still holds
enormous potential. The value addition is
high, and with the right focus — on environ-
mental readiness, carbon emission reduction,
workers’ rights, global assurance, and proper
waste treatment — it could transform into a
major export earner.

“So, we must make a concerted effort to
pursue both avenues,” he added.

Ahamed said their biggest requirement is
to make the Savar industrial estate fully com-
pliant — particularly in terms of managing
both liquid and solid waste.

“At the same time, we need to consider the
financial strain the tannery owners are facing.
Many of them have lost their working capital
— nearly Tk10,000-12,000 crore in total — af-
ter investing in factory buildings at Savar,” he
added.

Ahamed further said that if the govern-
ment could provide Tk3,000~4,000 crore as
new working capital, businesses could re-
sume smooth operations,

“Those who are capable of obtaining
LWG certification should be prioritised for
soft loans so that they can install individual
effluent treatment plants, invest in compli-
ance upgrades, and rebuild their operations.
With this kind of targeted financial and policy
support, the sector could expand rapidly once
again,” he said.

The leather industry’s stagnation is thus
more than an economic failure; it is a gov-
emance failure. It reveals how institutional
neglect can trap even a high-potential sector
in perpetual underperformance.

Until Bangladesh learns to align its policy
priorities with its industrial ambitions, the
promise of a “next RMG” will remain just that
— a promise, fading slowly in the smell of un

trontnd tarmin nnd lant e ok sssides £




