Now that the government has made it
known that deferring the country's
graduation from Least Developed
Country (LDC) status is not in its
thinking, businesses should get the
message straight. For years,
policymakers, businesses, and
economists have deliberated on
strategies to mitigate post-
graduation difficulties. The primary
concern has always been the loss of
trade benefits and economic
preferences that LDC status
provides. After all these years
businesses in the country are still at
unease about the competitive
business landscape of the near
future. .

In a series of meetings held recently,
businesses have asked for defermth
of two to three years to be able to
better adjust with the open-field
competitive environment. This week
the president of the Dhyaka Chamber
of Commerce and Industry (DCCI)
urged upon the government to defer
Bangladesh's graduation from least:
developed country (LDC) status for
at least 2 to 3 years considering the
prevailing global and local economic
challenges. He made the,
observations at a Focus Group
Discussion on "Implementation of
the STS (Science and Technology
Studies) for Smooth Transition from
LDC Status" jointly organised by the
Support to Sustainable Graduation
Project (SSGP), Economic Relations
Division (ERD) and DCCI. On a similar
note, at a press briefing, the -
president of the Bangladesh
Chamber of Industries (BCI) asked.
the government to take steps for
deferment of the scheduled
graduation by at least three years.
LDC graduation, besides meeting the
critical requirements in terms of
clear economic indicators, means
that a country set to graduate is
believed to have overcome the
structural handicaps that warrant
special treatment from the
international community. The UN
classifies a country as an LDC if it has
per capita income of little over
$1,000 a year. A country with so low
per capita is perceived as
economically vulnerable and scores
badly on arange of human
indicators, including nutrition, child
|__mortality and enrolment in schools.
| Since the term LDC was coined filté *
decades ago, only four countries
have graduated so far: Botswana
(1994), Cabo Verde (2007), the
Maldives (2011) and Samoa (2014).
For a country like Bangladesh
'branded' as an LDC since its
inception - - although much of its
growth and successes owe hugely to
its being termed so -- graduation is
indeed a winning post, a milestone
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graduation in 2026

In a free-trade world, facing competition rather than remaining
protected by trade preferences is in the best of interests
of the country's trade and commerce as this will
ultimately strengthen the economy and enhance
our global competitiveness

Now, what are the main challenges
of graduation that have caused
worry among the businesses? To
start with, Bangladesh would face
stiffer competition from rivals in
international trade, especially in
exporting, as graduation will cut '«
deeply into the preferential benefits
that the country currently enjoys
from well over forty countries - the
EU being the largest prqwder
accounting for arou nd 54 per cent of
the country's exports. Upon
graduation from the LDC league,
Bangladesh is likely to lose about
$2.7 billion in export earnings every
year. This is because exports will be
subjected to 6.7 per cent adiditional
tariff as preferential duty benefits
from different countries and trading
partners will no longer be available.
At present, Bangladesh is a major
user of duty-free and quota-free
market access, with shipments
under this facmtyaccountlng for 72
per cent of the total exports.
Regional trade agreements and
bilateral initiatives cover about 90
per cent of the total exports, and

" thus preferential market access is of

special significance.
Furthermore, upon graduation,
products made in Bangladesh will
become more expensive to buyers
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and consumers in key export
markets. In this context, it may be
recalled that accordlng to the United
Nations Conference on Trade and
Development (UNCTAD),
Bangladesh's exports may decline by
5.5 per cent to 7.5 per cent due to
preference erosion and exports
becoming costlier. No doubt,
preference erosion in major
exporting countries will thus have
implications for export

“competitiveness and export

earnings, and-consequently, for GDP
growth, employment generation and
poverty alleviation.

Beyond trade, the country will also
be hit when it comes to foreign aid.
Concessionary financing from the
International 5eve|opment
Association, the part of the World
Bank that helps the world's poorest
countries, and multilateral
assistance with special benefits will
also not be available upon
graduation and attaining the
middle-income status. The benefit
of technical cooperation and other
forms of assistance will also be
affected. Concessionalborrowing is
another important area to be hit
hard. As per the WB criteria, if a

country's per capita income remains

above $1,400 for three consecutive

7

.

years, the rate of interest would
surge to about 2.0 per cent from
0.75 per cent-a facility that
Bangladesh currently enjoys like all
other LDCs.

These difficulties were anticipated
years ago, and think tanks such as
the Centre for Policy Dialogue (CPD)
have long been urging the
government and private sector to
prepare for the transition. The
government, too, has taken some
steps to gradually reduce business
incentives to help business sectors
adjust to the post-LDC scenario.
Foilowing its graduation,
Bangladesh.will not be left in the
desert as there will be a transition
phase which will allow the existing
cushioning to continue for some
time-three years or so.

The government's decision seems to
be a step in the right direction, even
though challenges are likely to be
there after graduation. In.a free-
trade world, facing competition
rather than remaining protected by
trade preferences is in the best of
interests of the country's trade and
commerce as this will ultimately
strengthen the economy and
enhance our global competitiveness.

wasiahmed.bd@gmail.com
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| inthe country's long-term economic
and social development. But there
are challenges, some apparently
daunting, that the country will have
to take on squarely.
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our giobal competitiveness

Now, what are the main challenges
of graduation that have caused
worry among the businesses? To
start with, Bangladesh would face
stiffer competition from rivals in
international trade, especiallyin
exporting, as graduation will cut
deeply into the preferential benefits
that the country currently enjoys
from well over forty countries - the
EU being the largest provider
accounting for around 54 per cent of
the country's exports. Upon
graduation from the LDC league,
Bangladesh is likely to lose about
$2.7 billion in export earnings every
year. This is because exports will be
subjected to 6.7 per cent additional
tariff as preferential duty benefits
from different countries and trading
partners will no longer be available.
At present, Bangladesh is a major
user of duty-free and quota-free
market access, with shipments
under this facility accounting for 72
per cent of the total expaits.
Regional trade agreements and
bilateral initiatives cover about 90
per cent of the total exports, and
thus preferential market access is of
special significance.

Furthermore, upon graduatien,
products made in Bangladesh will
become more expensive to buyers
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and consumers in key export
markets. In this context, it may be
recalled that according to the United
Nations Conference on Trade and
Development (UNCTAD),
Bangladesh's exports may decline by
5.5 per cent to 7.5 per cent due to
preference erosion and exports
becoming costlier. No doubt,
preference erosion in major
exporting countries will thus have
implications for export
competitiveness and export
earnings, and consequently, for GDP
growth, employment generation and
poverty alleviation.

Beyond trade, the country will also
be hit when it comes to fordign aid.
Concessionary financing from the
International Development
Association, the part df the World
Bank that helps the world's poorest
countries, and multilateral
assistance with special benefits will
also not be available upon
graduation and attaining the
middle-income status. The benefit
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hard. As per the WB criteria, if a "

country's per capita income remains
above $1,400 for three consecutive

years, the rate of interest would
surge to about 2.0 per cent from
0.75 per cent-a facility that
Bangladesh currently enjoys like all
other LDCs.

These difficulties were anticipated
years ago, and think tanks such as
the Centre for Policy Dialogue (CPD)
have long been urging the
government and private sector to
prepare for the transition. The
government, too, has taken some
steps to gradually reduce business
incentives to help business sectors
adjust to the post-LDC scenario.

" Following its graduation,

Bangladesh will not be left in the
desert as there will be a transition
phase which will allow the existing
cushioning to continue for some
time-three years or so.

The government's decision seems to
be a step in the right direction, even
though challenges are likely to be
there after graduation. In a free-
trade world, facing competition
rather than remaining protected by
trade preferences is in the best of
interests of the country's trade and
commuerce as this will ultimately
strengthen the economy and
enhance our ngbal competitiveness.
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Efforts on to bring REER or real
effective exchange rate down to
100: BB official -

Bangladesh's inflation higher than
trading partners’ so exports
relatively less price-competitive,
says Dr Zahid Hussain

Export growth could be much
higher with competitiveness fully
in place: Dr Masrur Reaz

that the inflation in the
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Bangladesh's trade competitiveness on the
global market rises as the taka, which was
significantly overvalued against the US dollar
in January, reasonably depreciated in
February.

In the past month of February, the real value
of the local currency should have been T
124.27, but the nominal value stood at Tk 122,
making it marginally overvalued by Tk 2.27,
according to Bangladesh Bank calculations.
In the previpus month, January 2025, the taka
was overvalued by Tk 3.67.

An overvalued currency negatively impacts
the country's trade competitiveness with
‘international partners.

‘The central bank calculates the real effective
exchange rate (REER) index that stood at
101.86 in February, down from 103.01in
January.

When adjusted using the exchange rate, the
real exchange rate should be at Tk 124.27

" against one greenback.
. The'central bank or Bangladesh regularly

updates the government on theinominal,
nominal effective and real effective exchange
rates of the taka against an 18-currency
basket, which accounts for more than 85 per
cent of the country's trade.

In economics, a REER value of 100 suggests
trade competitiveness is balanced. Anyvalue

- above 100 indicates an overvalued currency,

making exports less
competitive. :
Central bankers told the FE

Trade competitiveness
rises as taka value

falls

country got reduced to some extent and it was
one key reason behind the fall of the REER.
"Our efforts are being made to bring the REER
down to 100, " said one of the BB officials.

He said Bangladesh's inflation rate is still
higher than that of its trading partners, which
is a major reason for the currency's ‘
overvaluation.

Earlier, during the tenure of previous central-
bank governor Abdur Rouf Talukder, the taka
was overvalued by Tk 6.0-7.0.

He says while overvalued currency impacts
export competitiveness, the situation has
improved over time. i
Dr Zahid Mussain, an independent economist,
says Bangladesh's inflation rate is higher
campared to its trading partners. "As aresult,
our exports are relatively less price-~
competitive."

He notes inflation in Bangladesh dropped to
some extent but the inflation in the country's
major trading partners also edged down. "'Such
drop in inflation also impacts the REER."
Bangladesh's inflation rate was nearly 9.32
per cent in February 2025, down by 0.62
percentage points from January.

Inflation in China, Bangladesh's largest trade
partner, fell into negative territory in
February, while in India, the second-largest
trade partner, was 3.6 per cent and Eurozone
rate 2.4 percent.

Chairman and CEO of Policy Exchange Bangladesh Dr M.
Masrur Reaz emphasizes that an overvalued currency affects
trade corhpetitiveness, particularlyin export.

. __.___Hementions that Bangladesh's exports grew 10.53 per cent
during July-February of the current fiscal year. "It could have

| been much higher if competitiveness was fullyin place.”

| import costs,

2024,

tfrancar-finnec

The Bangladesh taka, against the USD, depreciated by 3.28 per
cent during July-February of FY25 compared to the |
depreciation by 1.49 per cent during July-February of FY24, |
according to Bangladesh Bank statistics. !
As animport-dependent country, Bangladesh relies on

imports for both domestic consumption and export |
production. A sharp depreciation would significantly increase |

However, to modernize its exchange rate and monetary policy,
Bangladesh Bank introduced several reforms on December 31,

The regulator introduced a Crawling Peg Exchange Rate

| System for the spot purchase and sale of USD with a Crawling
Peg Mid Rate (CPMR) at Tk117.00 per USD in May 2024,
Scheduled banks are instructed to purchase and sell dollars
freely around the CPMR to both customers and interbank |
buyers since May 2024,

Along the same line of intensions for modernizing exchange-
rate policy and monetary policy on 31 December 2024 BB
launched a new foreign-exchange intervention strategy for
publishing daily reference benchmark based on weighted
average of freely quoted exchange rates in the market
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Bangladesh's trade competitiveness on the
global market rises as the taka, which was
significantly overvalued against the US dollar
in January, reasonably depreciated in
February.

In the past month of February, the real value
of the local currency should have been Tk
124.27, but the nominal value stood at Tk122,
maklng it marginallyovervalued by Tk 2.27,
according to Bangladesh Bank calculations.
In the previous month, January 2025, the taka
was overvalued by Tk 3.67.

An overvalued currency negatively impacts
the country's trade competitiveness with
international partners. e

The central bank calculates the real effective
exchange rate (REER) index that stood at
101.86 in February, down from 103.01in
January.

When adjusted using the exchange rate, the
real exchange rate should be at Tk 124.27
against one greenback.

The central bank or Bangladesh regularly
updates the government on the nominal,
nominal effective and real effective excﬁange
rates of the taka against an 18-currency
basket, which accounts for more than 85 per

cent of the country's trade.

In economics, a REER value of100 suggests
trade competitiveness is balanced. Any value
above 100 indicates an overvﬁalued currency,
making exports less
competitive.

Central bankers told the FE
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country got reduced to some extent and it was
one key reason behind the fall of the REER.
"Qur efforts are being made to bring the REER
down to 100," said one of the BB officials.
He said Bangladesh's inflation rate is still
higher than that of its trading partners, which
is a major reason for the currency's
overvaluation.
Earlier, during the tenure of previous central-
bank governor Abdur Rouf Talukder, the taka
was overvalued by Tk 6.0-7.0.
He says while overvalued currency impacts
export competitiveness, the situation has
improved over time.
Dr Zahid Hussain, an |ndependent economist,
says Bangladesh's inflationrate is higher
compared to its trading partners. "As aresult,
our exports are relatively less price- :
competitive."
He notes inflation in Bangladesh dropped to
some extent but the inflation in the country's
major trading partners also edged down. "'Such
drop ininflation also impacts the REER."
Bangladesh's inflation rate was nearly 9.32
per cent in February 2025, down by 0.62
percentage points from January.
Inflation in China, Bangladesh's largest trade
partner, fell into negative territory in
February, whilei in India, the second-largest
trade partner, was 3.6 per cent and Eurozone
rate 2.4 per cent.

Chairman and CEO of Policy Exchange Bangladesh Dr M.

Masrur Reaz emphasizes that an.overvalued currency affects ‘

trade competitiveness, particularly’in export: |

o, X ‘He mentions that Bangladesh's exports grew 10.53 per cent
during July-February of the current fiscal year. "It could have ‘

beenymuch higher |fc0mpet|t|venesswas fullyin place." '

The Bangladesh taka, against the USD, depreciated by 3.28 per
cent during ) Iy-February of FY25 compared tothe
depreciation by 1.49 per cent during July-February of FY24,

according to Bangladesh Bank statistics. '

. As an import-dependent country, Bangladesh relies on

S

lmport costs.

2024,

imports for both domestic consumption and export
production. A sharp depreciation would sr,gnlflcantly increase

.

However, to modernize its exchange rate and monetary pollcy,
Bangladesh Bank introduced s&veral reforms on December 31,

The regulatdr introduced a Crawling Peg Exchange Rate
System for the spot purchase and sale of USD with a Crawling

Peg Mid Rate (CPMR) at Tk117.00 per USD in May 2024.
i Scheduled banks are instructed to purchase and sell dollars
| freely around the CPMR to both customers and interbank

buyers since May 2024.

rate policy and monetary policy on 31 December 2024 BB
launched a riew foreign-exchange intervention strategy for

‘ Along the same line of intensions for modernizing exchange-

publishing daily reference benchmark based on weighted
average of freely quoted exchange rates in the market

| transactions.

|nformat|on on all foreign-exchange transactions at and

|
! In addition, BB has lnstructed authorised dealers to provide
|

| above USD 100,000 twice a day and make the business day's
exchange rate visible to the customers on digital screen as well
as on their website.
Moreover, on 2nd January 2025, with the intension of

dlscrlmlnatory currency practices the regulator introduced a

|
|
| streamhmng foreign- exchapge operations and eliminating

maximum allowable spread of one taka between buying and

selling rates for foreagn currencies, with a uniform spot rate
irrespective of size of transactions.

jasimharoon@yahoo.com
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‘Three more RMG

factories receive
LEED certification

Three more Bangladeshi garment manufacturing factories have
been awarded Leadership in Energy and Environmental Design
(LEED) certificates, with the cou ntry'sRMG sector further
cementing its position in the global rnaFFet:r,Tepurts BSS.

The newly certified factories-Echotex Limited, Elite Garments
Industries Ltd, and Euro Knit Spinn Ltd-have all achieved
Platinum certification, the highest level under the LEED rating
system. k

With these latest additions, the country now has 240 LEED-
certified factories, including 98 with Platinum certification
and 128 with Gold certification. '

Among the newly certified factories, Echotex Limited is
located in Polli Biddut, Chandura, Kaliakoir, Gazipur.

Elite Garments Industries Ltd is located in Bade Kalmeswar,
Board Bazar, National University, Ga zipur. -

And Euro Knit Spinn Ltd is located in Dhanua, Sreepur, Gazipur.

-Bangladesh.also remains home to 66 of the world's top 1000 &

LEED~certified garment factories, accordingtoithe: 7 - (.
Bangladesh Garment Manufacturers and Exporters
Association (BGMEA). ?

LEED certification, developed by the US Green Building Council
(USGBQ), is a globally recognized benchmark for
environmentally sustainable construction. It assesses factors
such as energy efficiency, water conservation, indoor air
quality, and the use of sustainable materials, accordin.
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% Potato éxports sdrge '

as prices plunge i in
local market

Bangladesh Shipments | Half of the | Farmers
exported nearly - | exports | areselling
_ 24 000 tonnes | doubled | took potatoes below
~oof potatoesm fromthe | placein the production
the first eight previous | February | costof Tk 14
months of FY25 | fiscal year | alone per kg

; Singe FY16, Bangladesh has
and Majestic are the exported an average of 50,000
most exported varieties | tonnes of potatoes annu_ally

POTATOEXPORT . =
TRENDS

*Till March; In tonnes

Granola, Diamond-7/,

55,652

™
e
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Bangladesh’s potato shipments nearly doubled in just the first eight
months of this fiscal year as locally grown tubers became attractive to

buyers abroad after prices fell below farmers’ production costs.

According to the Department of Agricultural Extension (DAE),
‘Bangladesh exported roughly 24,000 tonnes of potatoes until March 15
of the current fiscal year, almost double the quantity shipped across the
whole of FY24.

In February alone, potato exports reached around 12,000 tonnes,
matching the total exports of the year prior.

That was a month when farmers, especially those in the northwest

regions of the country, were compelled to sell their
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produce for as little as Tk
11 per kilogramme (kg),
far *lower by the DAF’s
estimated production COSts
of TKM5 per kg this season.

Experts believe  thig
development occurred
due 10 a production glat
following cultivation on a
record area of land,

The  starchy vegetable
was  cultivated on
record 5.24 lakh hectares
of land this fiscal year,
up 15 percent year-on-
by prices

' per kg last November.

‘Malaysia and

The increase in potato
exports this year is due to
low  prices,"  said Hafizur
Rahman Mintu, who has

‘exported around 9,000

tonnesof) Jotatoes to Nepal,
m15§d:p Singapore so
far this year.

He has already recorded
an 80 percent increase

compared to his tota] -
exports in FY24.
his  year, exporters

have been able to purchase
Potatoes at Tk 10 to Tk 20
per kg whereas the price
rfanged from Tk 30 to Tk
40 per kg last year, he said.

Tawhidul Islam, another
exporter, said he exported
around 8,400 tonnes of
potatoes this fiscal year to
Malaysia, Singapore, Nepal
and Bahrain, whereas it was
around 1,400 tonnes in the
previous fiscal year,

This year, they have been
able to procure Ppotatoes

4. yvarieties

Tk 80

19 MAR 2025

for around Tk 10 per kg
Whereas the price was Tk
30 per kg last year, he said,
Another exporter said
the low prices this year
allowed him to export 1,300
tonnes of potatoes to Sri
Lanka this year, marking
the'ﬁrstﬁmqhehasshippcd
to the island hation.
Exporters are primarily
sourcing high-demand
i like  Granola,

: ngmond—? and Majestic.

z oy - :

4 » dSElte h"gll

production Volumes,

exporlers are facing
i In  sourcing

export-quality

the supply of

enough
potatoes as

advised farmers to cultivate
export-oriented  varieties
such as Granola, Santana,
and Kumari,

Hossain also emphasised
the need 'for
cultivation of
varieties and enhanced
stbrag_c solutions to prevent
future price crashes,

Sved Md Rafiqul Amin,
Mmanaging  director of
Hortex Foundation under
the agriculture mj istry,
said rising exports would
bring some reljef to

farmers in major potato-
growing regions, who were
incurring
harvests were
full swing,

Already,

losses  while
running in

prices have

started to rise at (He
growers’ end, though retaif
prices of the vegetable
rémained unchanged at Tk
20-Tk 30 per kg in Dhaka,
according to data from the
Trading Corporation  of
Bangladesh.

This fiscal year, total
production is expected to
reach 120 crore tonnes,
according o Bangladesh
Cold Storage Association,
a major player in the local
supply chain,

Last fiscal year, LO6

“Crore tonnes of potatoes
were produced, according
o Bangladesh Bureay of
Statistics estimates,

i of Hortex
Foundation said they were
connecting farmers with

" eXPOrters, -
~ "~ Exporters can purchase

botatoes at lower prices
this fiscal year compared
to the previous fiscal
year due 'to better yields,
which is why exports have
increased, he said. ,

Bangladesh’s potato
EXports began in 1999,
according to the Food and
Agriculture Organization,
though only a small
amount was exported at
that time. '

In the past nine years
since FY16, Bangladesh has
annuallysexported around
50,000 tonnes of Potatoes
On average, as per the DAE,
However, exports dropped
last fiscal year,

[Kongkon Karmaker
contributed this report,|




L

The Daily Star
19 MAR 2025

— e

‘NBR again

cuts dutieg
0N imported
fresh fruitg

Importers will now be required 1o Pay a 25
Percent duty on fresh fryj imports, down from
the previous 30 percent,

Addjtionally, the NBR has fully exempied the
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