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Retaining duty-free
access to EU market

While Bangladesh's preparation for graduation from the LDC (Least
Development Country) status lacks on a few counts, as confirmed by a UN
assessment, prompting the country to formally seek a three-year
deferment to 2029, its rivals have clinched free trade agreement (FTA)
deals with the European Union (EU). The EU-India and EU-Vietnam FTA
can cause a fall in Bangladesh's export to the 27-member bloc by up to 36
per cent and for garment export this rate could be as high as 44 per cent.
This grim prospect is no guesswork but an outcome of a research analysis
by the Research and Policy Integration for Development (RAPID). Notably,
the EU is the largest export market for Bangladesh knitwear and woven
garment products. Indeed, aggressive trade policy by both India and
Vietnam has set the alarm bell ringing for Bangladesh.

. The EU FTAs with Vietnam and India will close the gap in tariff difference
with Bangladesh or even eliminate it, Dr. MA Razzaque, chairman of RAPID,
argues. In consequence, it will divert trade towards those two partner
countries slicing Bangladesh's share. It will be particularly telling in the
post-LDC graduation time. So the urgency for Bangladesh is to negotiate a
FTA deal as early as possible. One example cited by Dr. Razzaque should
confirm the dreaded prospect. Under the EU-Vietnam FTA (EVFTA), EU
tariffs on Vietnam's export are progressively being reduced to zero by
2027. If both India and Vietnam enjoy such tariff facilities, both of them

will be strong contenders to
_ claim larger shares in the EU
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and improvement in the  Evidently, with the loss of such

0 . tariff facilities, Bangladesh will
business environment face a tough time after the

extended three-year period of

duty-free access ends. In that
case, there is no alternative to starting negotiation on FTA facilities. Such a
deal can limit the overall export decline to around 16 per cent with a
contraction of garment export to 19 per cent, according to the research
paper prepared by RAPID. Leaders of the Bangladesh Knitwear
Manufacturers and Exporters Association (BKMEA) disclose that buyers
have already started switching over to alternative sources. There will be no
surprise if they look forward to sourcing products from India and Vietnam.
As the EU ambassador in Bangladesh, Michael Miller hinted recently,
before starting a negotiation on trade facilities like FTA, Bangladesh has to
expedite reforms in areas like non-tariff barriers, labour rights and
improvement in the business environment. The good news is that the EU is
ready to begin exploratory discussions on an FTA deal. So the ground work
should be initiated immediately. At the same time, the rules of origin
clause should also be made a subject of discussion. Besides, the garment
industries should diversify its products in favour of value addition,
preferably shifting to man-made fibre (MMF). The challenge before the
country is quite daunting but informed negotiations can lead to relief from
some of the complicated issues. A RAPID recommendation for
development of technology, skills and new products through attracting
foreign direct investment (FDI) will bolster resilience of the garment /
industry here. 74
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The government is preparing an ambitioys
five-year trade and investment Strategy to sup-
port a smooth transition from least developed
country (LDQ) status, targeting a 75% rise in per
capita income to $5,000 by 2031 through higher
investment, stronger export competitiveness,

Five-year Country Programme
ientifies 52 projects to
support trade, mvestmeont
export competitiveness

Current obsta les. Slow private
nvestment, gas and elo tncity
shortages, infrastructure

bottlenecks, high lending rates

and wide-ranging regulatory reforms,
It also hopes to make significant progress in
reducing economic vulnerability while improv-

tors under the plan, 4
The targets are outlined in the Country Pro-
gramme Document 2026-2031, prepared by the
commerce ministry with financia] support from
the World Trade Organisation (WTO).
The programme aligns | SEEPAGE2COLZ
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Govt sets ambitious po

CONTINUED FROM PAGE 1
with the BNP’s election manifesto
and the “Smooth Transition Strategy”
prepared during the previous Awami
League administration.

Under the plan, Bangladesh aims to
increase services exports to $10 billion
within five years while expanding the
aumber of exportable products by 60%.
1t also seeks to raise export-oriented in-
vestment from 0.65% of GDP to 1%.

The strategy comes at a time when
Bangladesh’s financial sector remains
under pressure, private sector invest-
ment growth is at its lowest level on re-
cord, and many businesses are unable
to start production despite making in-
vestments because of energy shortages.

The plan also follows decades of
limited progress in export diversifica-
tion and efforts to improve the invest-
ment climate.

The Country
strong emphasis on modernising trade
infrastructure, attracting FDIand reduc-
ing Bangladesh’sheavy dependence on
the ready-made garments sector.

Prepared jointly by the Ministry of
Commerce and the WTO’s Enhanced
Integrated Framework (EIF), the re-
port stresses the need to make the
business and investment environment
simpler and more modern, alongside
wide-ranging regulatory reforms.

The programme has initially identi-
fied 52 projects to help achieve its ob-
jectives. It also outlines the ex

financial and technical support from
development partners, alongside the
respective roles of the government and
business organisations.

of the Bangladesh Garment Manufactut-
ers and Exporters Association (BGMEA),
said higher public, private and foreign
investment would be essential if Bangla-
desh was to achieve its 2031 targets.

«Private investment is currently at
its lowest level in history. This is due to
the gas and electricity crisis, infrastruc-
ture bottlenecks and high bank lend-
ing rates,” he told The Business Stand-
ard after reviewing the programime.

«If reliable gas and electricity sup-
plies cannot be ensured and lending
rates are not brought down to single
digits, investment will not increase and
these targets will remain beyond reach.”

Implementation key to success
The commerce ministry held a valida-
tion workshop on Sunday to finalise
the five-year programime.

At the event, Commerce Secretary
Md Ataur Rahman Khan said pre-
paring policies and research reports
alone would not be enough, stressing
that successful implementation would
determine whether the programme

Former additional secretary and
EIF consultant Md' Hafizur Rahman

e

st-L.DC targets as investment languishes

said development partners would pro-
vide financial and technical assistance
to support implementation. “If the
government takes the right decisions
at the right time and implements them
offectively, achieving these targets will
become much easier.”

The programme also states that
Bangladesh’s progress will be assessed
against various international bench-
marks to measure both the implemen-
tation of reforms and improvements in
the country’s overall capacity. ~

Preparing for post- Al

once Bangladesh graduates from LDC
status, it will gradually lose duty-free
and quota-free market access, simpli-
fied rules of origin and flexibilities un-
der the WTO’s Agreement on Trade-Re-
lated Aspects of Intellectual Property
Rights (TRIPS), with potential implica-
tions for exports and investment.

Bangladesh is officially set to
graduate from its LDC status on 24
November 2026.

However, citing global economic
uncertainty and persistent structural
vulnerabilities, the government has
sought a three-year extension of the
preparatory period until 2029. The re-
questhasbeenendorsedbytheUN
Committee for Development Policy
(CDP) and is awaiting final approval
from the UN General Assembly.

To address the challenges, the gov-
ernment plans to sign free trade agree-
ments (FTAS) or economic partnership
agreements (EPAs) with nine countries
over the next five years.

Bangladesh currently has an EPA

only with Japan. Negotiations are un-
der way with India, China, South Ko-
rea, Singapore, Indonesia, the United
Arab Emirates, the European Union
and several other trading partners.
The action plan targets an increase
in per capita income from $2,820 in
2026 to $5,000 by 2031. It also aims to
double services exports from $5 billion

_ . | to$obillion.
Government reports have wamed that™

The document also describes Bang-
ladesh’s services export earnings as
disappointing.

«“More than 56% contribution inthe
GDP is coming from service sectors.
But the exports in these sectors are
minimal; they are not more than $7
billion. Product-based export earnings
have limits to be explored,” it says.

«poor logistics efficiency, inad-
equate tourism infrastructure and
limited strategic foreign investment
in service industries reduce compet-
itiveness. As Bangladesh transitions
from LDC status, the service sector will
face stronger international competi-
tion, making regulatory reform, skills
upgrading, digital transformation and
a long-term service trade develop-
ment roadmap critical for sustainable
growth,” it adds.

e

Export diversification, reforms
The programme places strong em-
phasis on export diversification,
noting that Bangladesh currently
exports around 500 products worth
more than $1,000 each. It aims to
increase that number to 800 within
five years.

The commerce ministry also plans
to raise export-oriented investment
from 0.65% of GDP to 1%.

The report says Bangladesh is cur-
rently utilising only 71% of the trade
preferences available to it as an LDC
because of limited export diversifica-
tion. The government aims to increase
that utilisation rate to 80% over the
next five years.

Alongside trade and investment
targets, the programme gives priority
to regulatory reforms.

Bangladesh currently scores 257
on the Regulatory Quality Index. The
government aims to raise that score to
40 within five years, saying the target
is achievable because of strong politi-
cal commitment at the highest levelsto’
implement regulatory reforms.

The government also plans to im-
prove the country’s score on the In-
vestment Facilitation Index from 65.6
to 80 aver the next five years through
its reform agenda.

According to the Global Econom-
ic Diversification Tndex, Bangladesh
scored 95 on the Trade Diversification
Index in 2025.
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