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Yarn import decision draws near after delay

Apparel exporters, however, have
warned that such measures would

FE REPORT

After more than five months of
deliberations, the Bangladesh Tariff
Commission (BTC) is yet to reach a
final decision on the contentious
yarn-import issue, though a report is
now expected within days.

Sources said the commission is likely
to recommend excluding 10-30 count
yarn from duty-free imports under
the bonded warehouse facility, a
move closely watched by both
spinners and apparel exporters.

The Financial Express
13 JAN 2026

BTC set to submit recommendations today

amid sharp divide between spinners
and apparel exporters

The prolonged delay reflects deep
divisions within the industry, with
domestic spinners seeking stronger

protection against imports, while

exporters warn that any restrictive

measures could undermine
Bangladesh's competitiveness in

buyer-nominated supply chains.
Officials said the delay has been

caused by stark differences between

spinners and apparel exporters.
Local spinners have strongly

demanded the imposition of a 20 per
cent safeguard duty on yarn imports

raise production costs and could

prompt international buyers to shift

orders to competing countries.
Exporters also noted that several
buyers have nominated Indian

spinners as yarn suppliers due to their

lower production costs, raising
concerns that restrictions on yarn

imports could disrupt supply chains
and weaken export competitiveness.

global apparel markets and disrupt

FEONRNSEDE N R W LR O
A senior official of the
Bangladesh Textile Mills
Association (BTMA),
however, said excluding a
limited number of yarn
categories from duty-free
imports would not
significantly benefit local
spinners.
Sources at the BTC said six
meetings have been held with
stakeholders, including
spinners and apparel
exporters, since September .
last year.
Four of those meetings were
chaired by former chairman
Dr Moinul Khan, while the
matter is now under review
by Acting Chairman Md Abdul
Gafur.
Speaking on condition of
anonymity, acommission
official said the i
recommendationsare =~

- éxpected to be submitted by
today (Tuesday), taking into
account the interests of both
spinners and apparel
exporters.
The Financial Express was
unable to reach the acting
chairman for comment.

to protect domestic spinning mills.

A senior official of a leading
textile group said the
spinning sector is facing
severe challenges as orders
continue to decline,

He attributed the downturn
to month-on-month
negative growth in apparel
exports over the past five
months, a trend he said could
persist for another three to
four months.

He also noted that apparel

- orders typically fall by 25-30
* per cent during election

periods. In addition, Indian
spinners are selling yarn
below production costs due to
government subsidies, which
he said is hurting

Bangladesh's textile industry.

The official further pointed
out that the recent hike in gas
prices has significantly
eroded the competitiveness
of local spinners and urged
the government to provide
gas subsidies to help them
survive in the export-
oriented market.

Meanwhile, apparel exporters
have proposed restoring the
earlier 4.0 per cent cash
incentive for using local yarn,

which has since been reduced

to 1.5 per cent, to support
domestic mills.

BKMEA Executive President
Fazlee Shamim Ehsan said
imposing safeguard duties or
excluding yarn from the
bonded warehouse facility
would raise production costs
and hurt apparel exports by
forcing manufacturers to buy
higher-priced local yarn.
"Imposing a safeguard duty is
not an effectivewayto
encourage the use of costlier
local yarn. Some buyers have
already expressed concerns
over such moves," he said.
Mr Ehsan also said exclusion
from bonded facilities would
negatively affect apparel
exports, adding that
Bangladesh's duty drawback
process remains complicated
and costly due to various
miscellaneous charges.

He noted that thereisa 30~
50 cent production cost gap
between Indian and
Bangladeshi yarn and urged
the government to consider
alternative incentive

measures rather than tariffs. '

newsmanjasi@gmail.com
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Economic partnership with Japan -
how it will benefit Bangladesh
s o

1

BANGLADESH-JAPAN EPA:

GAINS AND RISKS
» Bangladesh expected

to sign EPA with Japan e ’ ]

on 6 February

» Commerce ministry
prepares a report on
impact of deal

DUTY-FREE MARKET ACCESS

1,039
Japanese
products in
Bangladesh

Initially, 7379
Bangladeshi

products in
Japan

TRADE - BANGLADESH

SHAIKH ABDULLAH

A commerce ministry report shows that
under an Economic Partnership Agree-
ment (EPA) with Japan, Bangladesh
will initially benefit from duty-free ac-
cess for a large number of products, but
the balance will begin to shift in Iapan s
favour after six years.

Officials and experts acknowledge that
there are revenue risks but also say phased
duty reductions will limit the risks and give
local industries time to strengthen.

| 2 702 addrtional

' Japanese
| pnudu:ts

- Only50 -
Bangdeshi |
products

»Total 9,354 | »Total7,436
Japanese Bangladeshi
products products

REVENUE IMPACT IN BANGLADESH

$248.34m annual
revenue loss for
Bangladesh

$250m-$300m
risk of export fall
without EPA

- TBS Inmghtsby |PDC/

s

)
Due to phased

process, there is little

risk of revenue loss
or an oversupply of
Japanese goods.

sosce

RMG: Single-stage
transformation rules,
easier export

Leather: 206 products
could gain duty-free
access later

Agri: Most of 1,259 products
- won't have immediate
zero-duty access

L
°

They say the EPA will boost exports,
attract investment, and support Bang-
lladesh’s development, while the agree-
‘ment could also encourage other coun-
tries to pursue similar deals.

The commerce ministry report, a copy
of which was obtained by The Business
Standard, shows that when the agree-
1ment takes effect, 7,379 Bangladeshi
|products will receive duty-free access to
'the Japanese market, while 1,039 Japa-
‘nese products will enjoy the same ben-
«fit in Bangladesh.

Although these figures initially fa-
‘vour Bangladesh,

Japanese passenger
cars to get gradual
tariff cuts over 12 years



The Business Standard

e —
a further 2,702 Japanese products -
will gradually receive duty-free ac-
cess to the Bangladeshi market with-
in the next six to eight years, -

At one stage, a total of 9,354 Jap-
anese products will enter Bangladesh
without tariffs, ‘while 7,436 Bangla-
deshi products will enjoy duty-free
access to the Japanese market.

Commerce Secretary Mahbubur
Rahman said because duty reductions
for various sectors are being phased
in, it will take time for all Japanese
products to gain tariff-free access,

“As a result; there is little risk of
revenue 1oss or an oversupply of Jap-
anese goods. By then, Bangladesh will
have reached a competitive position in
many sectors,” he added. -

He noted that Bangladesh:must
gradually adopt a lower import duty
structure as most developed countries
are reducing tariffs, leaving the coun-
try no alternative but to follow suit. .

Mahbubur confirmed, ‘that” the
agreement will be signed on & Febru-
ary, with him and Commerce Adviser
.Sk Bashir Uddin expected to attend
the signing ceremony in Tokyo..

However, a senior commerce min-
istry official, speaking on condition of
anonymity, said there was uncertain-
. ty over signing the deal just five days
before the national election,
$248.34m revenue loss .
The ministry report also estimates that
Bangladesh could lose about $248.34
million a year in revenue if customs,
supplementary, and. regulatory duties
* onJapanese products were withdrawn,

At the same time, it warns that
exports to Japan could fall by $250
million to $300 million after LDC grad-
uation ifan EPA is not signed and Ban-
gladeshi goods face regular tariffs,

" Most of the 1,039 Japanese prod--
ucts set to receive zero-duty access at
the initial stage already enter Bangla-
- desh at zero or 1% duty. - :

Good opportunity for RMG
At present, garments exported to Japan
‘must meet double-stage transforma-
tion rules of origin, meaning at least
two production stages must ke com-
pleted in Bangladesh, _
The yeport said once the EPA takes
effect, Bangladeshi garments will be able -
to enter Japan from day one under sin-
gle-stage transformation rules, requiring
only one production stage in Bangiadesh.

Leather, agriculture, SoRutams
The report notes that 205 '2a:*=» and

13 JAN 2026

leather goods products could later
gain duty-free access to the J apanese
market through further negotiations.
However, the leather sector is consid-

ered highly sensitive by Japan and is

not included in any of its free trade
agreements or EPAs.

Most of Bangladesh’s 1,259 agri-
cultural products will not receive ze-
ro-duty access to Japan immediately
after the deal is signed. .

Under the WTQ’s sectoral classifica-
tion, there are 155 service sectors, Under
the EPA, Bangladesh will gain duty-free
access for 120 service sectors in Japan,
while’Japan will receive the same ben-
efit for 97 service sectors in Bangladesh.

Passenger cars

In the case of Japan’s CKD (completely-

knocked-down) passenger cars, tariffs
will be reduced gradually over 12 years
before eventually allowing duty-free
entry into the Bangladeshi market.

A senior commerce ministry offi-
cial, speaking on condition of an-
onymity, said Japan had strongly
Ppushed for immediate duty-free ac-
cess for its cars, as Bangladesh is a
major market for Japanese vehicles.

However, Bangladesh has " not
agreed to the proposal due to reve-
nue concerns, Instead, Dhaka has
offered Japan extended MFN status
for vehicle exports, meaning that if

. Bangladesh grants duty-free access
to cars from any other country, Jap-
anese.cars will automatically receive
the same benefit, the official added.

What experts say . noou
Mostafizur Rahman, distinguished
fellow at the Centre for Policy Dia-
logue,
judged solely on goods trade; servic-
€s, investment, technology, and oth-
er factors are equally important,

“Although Japan will grant im-
mediate zero-duty access for 7,379
Bangladeshi products, only a few are
currently exported. To benefit fully,
Bangladesh must boost supply capac-
ity, diversify exports, and strengthen
competitiveness,” he said.

- He explained, “No Bangladeshi
sectors face direct competition from
imports from Japan. On the contrary,
products currently imported under
tariffs from other markets could, in
future, enter duty-free from Japan,
benefiting consumers.”

Mostafizur also stressed focusing
on services exports, including training
nurses and medical technicians to r1z¢t
Japan’s demand for skilled worker:

MA Razzaque, chairman of o

said the deal should not he °

search and Policy Integration for Devel-
opment (RAPID), told TBS that the EPA -
with Japan has several positive aspects,

“Bangladesh exports _the - most
RMG to Japan, so even after LDC
graduation, these products will en-
ter Japan duty-free. Without an EPA,
Bangladeshi garments would face a
10% tariff after graduation,” he said.

He added that Japan is a devel-
oped country and a globally rec-
ognised negotiator. “Bangladesh’s’
EPA with Japan could encourage
other countries to engage similarly,”

However, Razzaque cautioned
about risks, noting that revenue loss
is the main concern.- ‘

“The more Japanese products en-
ter Bangladesh duty-free, the higher
the risk to revenue. Local industries
must also be strengthened. Moreover,
if the agreement is not properly im-
plemented, it could send a negative i »
signal internationally,” he added,

* Former Tariff . Commission’ mem-
ber Mostafa Abid Khan said signing
an EPA with Japan was a positive de-
velopment, but it was too early to say
how much Bangladesh’s export sec-
tor would ultimately benefit.

“Japanese imports would not hurt
Bangladesh if tariff policies for other
countries were properly aligned,” he

told TBS.

Government sees opportunity
The government believes the Japan
deal will create new opportunities for
trade, investment, and employment. It
also hopes the agreement will reduce
dependence on the European Union
and the United States, while position-
ing Japan as a major export market,
Japan has notified the WTO that it
will extend GSP benefits to LDCs and
graduating countries until 2029,
Currently, 98.7% of Bangla-
deshi products enjoy duty-free and
quota-free access to the ] apanese
market, and Japan is one of Bangla-
desh’s key export destinations.
According to commerce ministry
data, Bangladesh exported $1.4 bil- .
lion worth of goods toJapan in FY2s,

‘while importing $1.8 billion in the

sameyear.

The EPA was launched under the
ousted Awami League, Negotiations
began in Dhaka on 19 May 2024 but
stalled-after the 5 August political
change. The interim government .
revived talks in November 2024, set-
ting a one-year signing target, Seven
rounds of meetings preceded the
coimri.eice ministry’s annourcement
of the dan’ signing,




