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Abstract

In early 2025, India introduced a set of new trade restrictions that
directly affected the flow of Bangladeshi goods through selected
land ports, including the withdrawal of a long-used transshipment
facility and stricter rules on the routing of sensitive imports.
Although these measures were framed as regulatory adjustments,
they carried significant implications for the economic relationship
between the two closely connected neighbours. This study explores
the economic, political and strategic consequences of these
restrictions for both India and Bangladesh, as well as their ripple
effects on regional trade dynamics in South Asia.

Using a mixed-methods approach, the research draws on
government policy documents, regional trade statistics, scholary
articles and contemporaneous news reports to assess how the
restrictions influenced export volumes, supply-chain stability and
border-market activity. Beyond trade flows, the paper evaluates
how these measures shaped political messaging, domestic public
opinion and diplomatic interactions between New Delhi and Dhaka.
By situating the 2025 restrictions within broader strategic trends
— such as India’s evolving neighbourhood policy, Bangladesh’s
diversification of trade partners and regional connectivity initiatives
— the study offers a nuanced understanding of why the restrictions
matter beyond their immediate economic impact.

The findings suggest that the 2025 measures created short-
term disruptions, heightened political sensitivities and raised
questions about long-term trust in bilateral economic cooperation.
Nevertheless, they also opened space for policy dialogue, supply-
chain reconfiguration and renewed discussions on cross-border
logistics reforms. The paper concludes with practical, mutually
beneficial policy recommendations aimed at restoring trade
confidence, strengthening institutional mechanisms and supporting
sustainable regional integration.

Keywords: India-Bangladesh trade, trade restrictions 2025,
transshipment revocation, DGFT port restriction,
regional trade, supply chains, geopolitics.
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Introduction

India and Bangladesh are connected not
only by geography but by decades of shared
history, cultural overlap and people-to-people
interactions that have shaped the character of
both nations. Over the years, these ties have
evolved into a stronger economic relationship. By
the mid-2020s, trade between the two countries
had grown steadily, supported by expanding
border infrastructure, rising consumer demand
and the increasing involvement of small traders
and transport workers who rely on cross-border
commerce for their livelihoods. India had become
one of Bangladesh’s most significant trading
partners and land ports played a vital role in
moving goods quickly and affordably.

It was within this environment of
interdependence that India’s trade-related
decisions in 2025 drew widespread attentions.
The government introduced a series of restrictions
that limited of certain Bangladeshi goods through
specific land ports and ended a long-used
transshipment facility that exporters had come to
depend on. Although these steps were framed as
regulatory or logistical measures, they disrupted
familiar trade routes almost overnight. Exporters
reported delays, transporters faced rising costs
and border-area communities experienced
sudden uncertainty about their incomes.

These developments unfolded at a time
when political discussions within both countries
were already sensitive. As a result, what might
have been routine policy adjustments took on
greater symbolic weight. The restrictions were
interpreted by many observers as part of a larger
political message, reflecting shifts in national
priorities, domestic pressures and the broader
strategic landscape of South Asia. Media coverage
and public debate magnified these interpretations,
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making the issue more than just a matter of trade
procedure.

This paper examines India’s 2025 trade
restrictions through a multidimensional lens
— economic, political and strategic. It aims to
understand not only the immediate disruptions
caused by the measures, but also the deeper
implications they carry for bilateral trust, long-
term cooperation and regional connectivity
projects. By situating the restrictions within their
wider context, the study seeks to offer a balanced
and nuanced picture of how policy decisions can
reverberate across borders and influence the
future of regional trade relationships.

Review of Literature

Existing research on India-Bangladesh
trade relations highlights three central ideas.
First, scholars repeatedly point to the strong
economic interdependence between the two
countries. Bangladesh relies heavily on Indian
raw materials, essential goods and affordable
land-route connectivity, while India benefits
from Bangladesh’s growing markets and export
capacity. This close linkage means that any policy
change on one side quickly affects businesses and
border communities on the other.

Second, the literature emphasizes asymmetric
bargaining power. India’s larger economic
size and control over key transit routes give
it greater influence in shaping bilateral trade
rules. Researchers note that this imbalance often
becomes visible during negotiations on port
access, customs procedures and transshipment
arrangements, making Bangladesh more sensitive
to sudden regulatory shifts.

The third theme concerns the political
dimensions of trade. Many policy papers and
commentaries show that trade decisions are often
shaped by domestic politics, regional strategies
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and diplomatic considerations. As a result,
measures such as port restrictions or revised
transit rules can carry political meanings that go
beyond their technical purpose.

Recent analyses from 2024-2025 - including
think-tank reports, economic briefings and media
investigations — document a noticeable rise in
trade frictions. These sources warn that transit
and transshipment regulations are particularly
delicate, given Bangladesh’s dependence on
Indian land routes for access to neighbouring
countries and major global markets.

Overall, the literature makes it clear that India-
Bangladesh trade is not purely economic; it is
intertwined with politics, geography and regional
strategy. This study builds on these insights to
examine how the 2025 trade restrictions fit within
these broader patterns.

Objectives

1. To clearly describe the trade restrictions
India introduced in 2025 and understand
why they were implemented : This
involves identifying which goods and border
routes were affected and examining the
explanations provided by Indian authorities
so the policy can be viewed in its proper
context.

2. To examine how these measures
immediately affected Bangladesh’s
exports using available trade statistics :
The aim is to capture real, short-term changes
- such as shifts in export volumes, delays
in movement, or increased transport costs
— that directly impacted traders and border
communities.

3. To explore the political and strategic
motivations behind the restrictions and
their broader consequences : This includes
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looking at how domestic politics, diplomatic
concerns and regional priorities may have
shaped the policy and how these decisions
influenced India-Bangladesh relations.

4. To offer practical recommendations that
can help both countries reduce friction
and rebuild smooth, mutually beneficial
trade : The purpose is to suggest realistic
steps that encourage dialogue, strengthen trust
and support long-term regional cooperation.

Hypothesis

1. India’s 2025 trade restrictions are likely to
disrupt Bangladesh’s export operations in
the short run. These disruptions may appear
in the form of delayed shipments, rerouted
trucks and increased transport expenses.
Sectors that rely on fast and inexpensive
cross-border movement — such as garments
and processed foods — are expected to feel
the impact most immediately.

2. The policy changes may not be driven only
by technical trade or regulatory concerns.
They may also reflect political intentions,
including the desire to send signals during
a sensitive diplomatic period or respond
to earlier actions taken by Bangladesh. In
other words, the restrictions could carry both
economic and political motivations.

3. Ifthese measures remain in place for alonger
period, Bangladesh may be encouraged to
look for alternative trade routes or suppliers,
such as relying more heavily on seaports or
diversifying its regional partnerships. While
this could reduce dependence on Indian
land routes, it may also increase costs and
gradually change how supply chains in the
region operate,
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Research Methodology

This study uses a mixed-methods approach,

combining both qualitative insights and

quantitative data to build a well-rounded

understanding of India’s 2025 trade restrictions

and their impact on Bangladesh. The intention

is to capture not only what the numbers show,

but also how the policy was communicated,

interpreted and experienced in real time.

1.

Analysis of official policies and
announcements : The first step involves
reviewing official Indian documents — such
as DGFT notifications and PIB press releases
- to understand exactly what restrictions
were introduced and how the government
explained their purpose. These sources
provide the formal framework within which
all later impacts unfolded.

Use of secondary trade data : To assess the
economic effects, the study relies on secondary
data from the Bangladesh Bureau of Statistics,
UN Comtrade and summary datasets from
platforms like TradingEconomics and IBEF.
These sources offer reliable figures on trade

Data Tables
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flows between FY2022 and FY2025, helping
to identify shifts in export volumes or
transport patterns after the restrictions were
implemented.

Review of contemporary media coverage
: Because trade disruptions often become
visible first at the ground level, the study
incorporates media reporting from reputable
outlets such as Reuters, NDTV, The Economic
Times, The Daily Star and The Wire. These
reports help capture the immediate reactions
of exporters, truck operators, border officials
and business associations, providing a more
human perspective on the policy’s effects.

Limitations of the study : A few limitations
must be acknowledged. Trade data for early
2025 is still evolving and official monthly
breakdowns may be updated or revised
later. Some detailed datasets may not yet be
publicly available. To address this, the study
relies on the best published figures at the
time of research and complements them with
credible, real-time reporting.

Table 1 - Snapshot of India-Bangladesh Goods Trade (USD billions, selected years)

Year / Metric | Bangladesh’s

Imports from India

India’s Imports
from Bangladesh

Context / Notes

FY2023 Approx. $9.94 billion | Approx. $1.8 billion | Bangladesh Bank and national
media noted strong import demand
from India, while India’s imports
stayed modest but steady.

FY2024 Approx. $9.00 billion Approx. $1.86 billion | BBS and TradingEconomics data

reflect a small dip in Bangladesh’s
imports and a gradual increase in
India’s purchase.
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FY2025 (early
estimates)

Trade flows remain high,
but India introduced

selective restrictions in
mid-2025.

Approx. $2.05 billion

Based on IBEF and ITC data,
India’s imports from Bangladesh
continued increasing despite the
new controls.

Source : Trade totals are drawn from Bangladesh Bureau of Statistics reporting summarized by The Daily Star and from

India trade summaries (TradingEconomics, IBEF).

Interpretation : The figures highlight a long-
standing reality : Bangladesh buys far more from
India than India buys from Bangladesh. Even with
policy shifts in 2025, the commercial relationship
stayed active. What is interesting is that trade did

not collapse after India’s restrictions; instead, it
continued with adjustments. This shows that both
economies are deeply connected and their trading
patterns tend to persist even when political or
administrative tensions arise.

Table 2 - India’s 2025 Trade Restrictions on Bangladeshi’s Goods : What Changed?

Policy Action Goods Most Key Ports / Routes | Government Explanation /
(2025) Affected Impacted Observed Impact
Land-Port Garments, Imports restricted India cited the need for better
Restrictions (May- processed foods, | at several Northeast inspection, smoother customs
June 2025) cotton yarn, and West Bengal land | processes and reciprocity to
plastics, small ports; allowed mainly | Bangladesh’s earlier controls.
manufactured through major seaports | This slowed border trade and
goods, furniture such as Kolkata and increased transport costs for
Nhava Sheva Bangladeshi exporters.
Withdrawal of Bangladeshi Facility discontinued | India argued that the system
Transshipment goods previously | for land customs created operational delays
Facility (April 2025) | routed through stations along the and added costs for Indian

Route Bans (mid-late
92025)

and other rural/
agro-based
products

for these items;
seaports remained
open

Indian territory to | India-Bangladesh exporters. The end of the
third countries border facility removed a cheap,
convenient export route for
many Bangladeshi producers.
Additional Land- Jute goods, ropes | Land borders closed | Reports noted this as an

escalation. It hit small
Bangladeshi producers the
hardest, especially those who
depend on quick cross-border
transport for livelihood.

Source : Directorate General of Foreign Trade (DGFT) notifications and Government of India press releases.

Interpretation : The 2025 restrictions
did not completely block trade but changed
how and where goods could enter India.
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By forcing several categories of Bangladeshi
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time and documentation requirements. From
India’s perspective, the government framed
these policies as efforts to standardize customs
checks, strengthen supply-chain security and
ensure reciprocal treatment. From Bangladesh’s
perspective, however, the restrictions were seen
as barriers that disproportionately hit small
exporters, especially those in border districts who
depend on rapid land-route trade.

Main Discussion
1. Economic Impacts

Logistic disruptions and rising costs :
The 2025 restrictions reshaped everyday
trading practices almost overnight. For many
Bangladeshi exporters, especially small and
medium-sized ones, losing access to familiar
land routes meant having to replan entire
logistic chains. Shipments that once crossed
the border within hours now must travel to
distant seaports such as Kolkata or Nhava
Sheva, adding both travel time and handling
charges.

This shift hits time-sensitive sectors the
hardest. Ready-made garments — Bangladesh’s
flagship export — work on tight delivery
schedules. Even a small delay or extra cost
can reduce profit margins. Processed foods,
too, depend on quick movement to maintain
freshness and market appeal.

The ripple effects are felt inside India as
well. Border businesses in the Northeast,
which relied on lively two-way trade with
Bangladesh, have reported slower movement
of goods, fewer transport trips and uncertainty
about what can or cannot enter through land
ports. These everyday disruptions contribute
to rising transaction cost on both sides.

Upstream Research International Journal (URI])
Website: www.eupstream.com

ISSN 2320-768X, Impact Factor : 2.2
Vol. XIII, Issue IT (October — 2025)

Sectoral pressures and adjustment :
The garment industry stands out as a key
sector under pressure. Many Bangladeshi
exporters used Indian transit routes to reach
global buyers more quickly and cheaply. The
restrictions remove this advantage, forcing
companies to explore alternative shipping
patterns that may be slower or costlier.

Other export groups — such as jute producers,
small food processors and manufacturers of
plastics or wooden items — also find themselves
squeezed. Many of these businesses operate on
thin margins and rely heavily on predictable
access to Indian border towns. Shifting to
seaports can be unfamiliar, more bureaucratic
and financially burdensome.

Indian industries are not completely shielded
either. Some manufacturers depend on
Bangladeshi inputs like yarn or certain
immediate goods. If land routes become
unreliable, sourcing becomes slower and
more expensive.

Trade diversion and short-term
beneficiaries : Not all consequences are
negative. When imports slow, domestic
producers sometimes fill the gap. Indian
manufacturers of jute substitutes, packaged
foods and other light goods may see new
opportunities as Bangladeshi competition
weakens in border markets.

However, this short-term gain coexists with
challenges. Retailers in Indian border towns
who rely on fast, small-volume imports from
Bangladesh may face temporary shortages,
pushing up prices for consumers. In this sense,
the restrictions create both winners and losers,
depending on which side of the supply chain
one stands.
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2. Political and Diplomatic Implications 3. Strategic and Regional Consequences

Signals, reciprocity and diplomatic tension
: Many observers see India’s 2025 measures as
part of a broader political message rather than
purely technical adjustments. They followed
earlier restrictions by Bangladesh on selected
Indian products and coincided with a period
of cooling relations. From this perspective, the
move resembles diplomatic signaling — a way
for India to express dissatisfaction or to push
for changes in Bangladesh’s trade posture.

The challenges with using trade this way
is that it can deepen mistrust. Once trade
becomes a tool in political messaging,
cooperation in other areas — such as border
management, migration concerns, or
connectivity agreements — becomes more

difficult.

Domestic political dynamics : Local politics
shape these decisions more than is often
acknowledged. In India, responses from states
like Tripura, West Bengal and Assam were
mixed. Some local producers welcomed the
restrictions as a protective measure. Others —
especially traders and transporters — warned
that slowing down land trade harms regional
livelihoods.

In Bangladesh, business groups were quick to
voice concern. Exporters worry about losing
competitiveness, while policymakers have
the difficult task of reassuring the private
sector without escalating tensions with India.
These domestic pressures influence how both
governments respond publicly and privately,
making the issue part of a broader political
conversation.
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Regional connectivity and search for
alternatives : The restrictions raise questions
about the future of regional connectivity
in south Asia. Initiatives like the BBIN
corridor were built on the assumption
that borders would gradually open, not
close. Bangladesh may accelerate efforts to
diversify its transport options — for example,
strengthening direct shipping lines, upgrading
its own port infrastructure, or exploring
deeper connectivity with Myanmar and
Southeast Asia.

Such shifts do not happen overnight, but even
the intention to diversify can gradually reduce
India’s position as Bangladesh’s main transit
partner.

Geopolitical shifts and new partnerships
: Long-term friction could also open doors
for other regional powers aiming to build
influence through infrastructure, credit and
market access. Countries that are already
investing heavily in South Asia could present
themselves as more reliable partners if India
and Bangladesh remain at odds.

In this way, what begins as a trade dispute can
evolve into a larger strategic question : Who
becomes Bangladesh’s preferred partner for
regional connectivity, investment and long-
term economic cooperation.

Conclusion

India’s 2025 trade restrictions on selected
Bangladeshi goods - along with the cancellation
of the transshipment facility — created a ripple
effect across both countries much faster than many
expected. For Bangladeshi exporters, especially
those working in garments, jute and processed
foods, the new rules translated into longer routes,
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higher logistic bills and added uncertainty. On
the Indian side, traders and small businesses in
border regions also felt the slowdown, as goods
that once crossed daily through short land routes
suddenly became harder to move.

Beyond the economic numbers, these
measures carry a strong political undertone.
They came at a moment when India-Bangladesh
relations were already delicate and many
observers view them as part of a broader message
of reciprocity and frustration. When trade
becomes a tool for signaling political displeasure,
it inevitably strains trust and makes cooperation
in other areas — from border management to
connectivity — more challenging.

Strategically, the longer these restrictions
remain in place, the more they push Bangladesh
to rethink its dependence on Indian routes. This
could encourage Dhaka to expand direct sea links,
upgrade its own ports, or deepen partnerships
with other regional players offering alternative
connectivity. Such shifts may gradually reshape
the regional landscape, with implications that go
beyond short-term trace adjustments.

Ultimately, the long-term impact of the
2025 restrictions will depend on how both
governments choose to move forward. If dialogue
resumes and the measures remain temporary,
the disruptions may fade over time. But if
they become entrenched, they could redefine
trade patterns, political equations and strategic
alignments in the region. The path ahead will
hinge on whether both sides see economic
interdependence as a foundation to build on - or
a tool to leverage in times of tension.

Suggestions

1. Revive bilateral technical consultations :
Both countries would benefit from reopening
a joint working group that focuses solely on
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customs and logistic issues. When officials sit
together to sort out practical problems - like
long inspection queues, or unclear procedures
— the atmosphere becomes less political and
more solution-oriented. Even reintroducing a
limited form of the suspended transshipment
facility, but with stronger monitoring, could
ease pressure on traders while addressing
India’s security concerns.

Create temporary priority corridors for
sensitive goods : Small producers, especially
those dealing with perishable food items or
time-bound garment shipments, are often
the first to suffer during trade disruptions.
A short-term arrangement that allows these
goods to pass through dedicated, closely
monitored corridors can prevent unnecessary
losses. This approach keeps essential supply
chains moving without weakening regulatory
oversight.

Use a step-by-step de-escalation model
: Instead of broad or prolonged restrictions,
both sides could rely on a gradual rollback
process. This means linking the relaxation of
specific measures to clear, measurable actions
— such as timely cargo inspections, shared
audit reports, or agreed-upon verification
procedures. A transparent, predictable
process would help rebuild trust and reduce
the sense of uncertainty that traders currently
face.

Direct support for small traders and
transport workers : Behind every trade
restriction, there are ordinary people whose
livelihoods depend on cross-border movement
— truckers, small exporters, port laborers and
women-led micro businesses. Offering short-
term support such as low-interest credit,
small grants, or subsidized temporary storage
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would cushion the immediate shock. These
measures are not just economic tools; they
signal that governments recognize and value
the human side of trade.

5. Strengthen regional cooperation
platforms : Forums like BBIN and BIMSTEC
were created to help countries manage shared
connectivity and transit issues in a stable,
rules-based manner. Revitalizing these
platforms would allow India and Bangladesh
to discuss trade facilitation in a broader
regional context — reducing political tensions
and making decisions more predictable.
Regional mechanisms can help depoliticize
sensitive issues and ensure that future
disagreements are handled through dialogue
rather than sudden restrictions.
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