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Issues for Discussion

New GDP Estimates for FY20
Closure of FY21

Early Signals of FY22
Support to LNOBs

Vaccination Scenario

o R W N R

Three Major Concerns - Vaccine, Stimulus, Inflation
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1. GDP Growth Figures for FY20

* The final GDP growth rate figure provided by the BBS for the FY2019-20 is 3.51 % - lower
than targeted (8.2 %) or even revised (5.5%) rates. This is in line with the post-budget
critic by the Citizen’s Platform for SDGs. The registered economic performance of
Bangladesh still compares favourably among its peers in the pandemic year.

 The new figure has brought back some sanity in the GDP growth estimates, endowed
credibility to the BBS, and restored the Rules of Business regarding preparing national
accounts of the country. What is curious is that this GDP growth estimate is most probably
available (because per capita income figures were provided by the BBS by then), but was
not disclosed in the budget speech.

GDP Growth at Constant Prices (Base year: 2005-06)

Target Provisional Actual BEF:EHNLCHELNNETEIN Target Provisio Actua BELF:EE N T H] BB {TE] FY22
FY18 FY18 D43 FY19 | al FY19 A¢CE FY 20 nal | FY21 | alFy21 Fy21 (Forecaste
FY20 FY20 d)

7.40 7.65 7.86 7.60 7.80 8.15 8.20 524 3,51 8.20 5.47 n/a 8.30
(MTMPS)
7.2
(budget)
7.7
(8FYP)

Source: 7th FYP, BBS
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2. Closure of FY21

The targeted GDP growth rate for FY2020-21 was revised down

- from 8.2 % to 5.2 % - but the final figures are expected to be lower.

The performance indicators are yet to capture the last quarter (March- June 21) which
coincided with the advent of the “second wave” of the pandemic.

Large-scale industry/Modern

 The FY2020-21 ended on a mixed note reflecting a K < services

shaped (uneven) recovery leading to higher income

inequa]ity Small-scaled activity/services and
industries/informal

Positive trends of FY21

* The NBR revenue collection increased by 23% in FY21 compared to FY20. Duty at import and export
level has contributed the most to the increase. Income tax collection was also good.

* Growth of QIIP medium and large showed signs of recovery in FY21 compared to FY20, however the
growth has been uneven disfavoring the small enterprises (till July-April FY21)

» Export growth was modestly positive - 15. 1%, non-RMG exports were also appreciable 27.5%
* Remittance income flow was very robust - 36.1%

* The overall growth of import payment from -8.6% in FY20 to 19.7% in FY21 has been impressive,
driven by huge import of rice, petroleum and fertilizer. However, whether the import growth has been
more due to price effect or volume effect would require clarification.
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2. Closure of FY21 (contd...)

Negative trends of FY21

* Private investment as a % of GDP has decreased to 21.25 which is the
lowest is the last 5 years. Public investment on the other hand has
increased, but the ADP implementation figure is at variance (58% in 11
months).

* Public expenditure implementation rate has been noticeably low for
net food operation up to April FY21 compared to the corresponding
period of the previous fiscal year

* Fiscal deficit still remains lower than programmed. However,
dominant source of financing the deficit have swapped places between
FY20 and FY21 - from bank borrowing to NSC leading to higher debt
servicing liability

* The momentum of foreign financing has slowed down in the last
quarter of FY21.
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2. Closure of FY21 (contd...)

Impact on the LNOB (initial estimates)

* Annual percentage change in Gross Capital Formation in FY21 (1.94%)
was lower than that of FY20 (1.77%)

- Sign of deteriorating employment situation!

* Annual percentage change in Household Final Consumption Expenditure
in FY21 (5.02%) was lower than that of FY20(5.23%)

- Sign of deteriorating of poverty situation

* General Wage Rate Index (MA) registered fall in FY21(6.3) from FY20
(6.1); highest in the Industry sector (from 6.0 to 5.5) - further evidence of
deteriorating employment and income situation

» Slower recovery of the MSME sector and informal activities “pushing
behind” low income group
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2. Closure of FY21 (contd...)

Overseas employment

Deteriorating employment situation is reflected in the number of
remittance workers going abroad in FY21 (23,318) which almost
halved from FY20 (58953)

Inflation

* General inflation rate (moving average) remained more less stable
between June FY20 (5.65%) and June FY21 (5.56%), but food inflation
went up from 5.41% to 5.84%. Food inflation rate (point to point in June
21) is even higher (6.84%)

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21



" Citizen’s Platform for SDGs, Bangladesh
# TS IR TR 25T, AT

3. Early Signals of FY22

The last quarter of FY21 was weak because of the second wave of
the pandemic. This going to have significant influence on
anchoring the development performance in FY22.

External Sector

The steady strength of the economy had been the external sector.
Early signals show that this area is experiencing a negative shock.

* Exports - in July 21 experienced (-)11.2 % growth

* Remittances - in July 21 experienced (-) 28%

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 9
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3. Early Signals of FY22 (contd...)

Implications of the new Monetary Policy Statement

e Continuation of the new MPS “Cautious and Accomodative”
stance is the right one with reduced key interest rates -i.e. CRR,
SLR, Repo and Reverse Repo rates.

* The major shortcoming of the earlier MPSs had been systematic
failure to achieve the private sector growth target (8.4 % against
14.8%). Exclusively focus on reducing the lending rate (and
spread) did not lead to higher uptake of private credit.

* Mopping up the surplus cash through (increased yield rate) BB
bills is dealing with the symptom, not the disease. The disease
lies in the cost of doing business in Bangladesh, lack of policy
and institutional predictability.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 10
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3. Early Signals of FY22 (contd...)

* In developing economies like ours fiscal policy plays the lead role with
the monetary plays the supportive role. This more true when the

government is trying to boost aggregate demand.

* The major task of the MPS in FY21 would be to
- Maintaining moderately low inflation rate, particularly for food index

- Ensuring flow of liquidity, particularly announced incentivized credit
lines for the MSME, female entrepreneurs and others

- Allowing government to expand fiscal space by making adequate
provisions for government borrowing.
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4. Support to LNOBs

Findings from Household Survey during 15t wave of COVID-19

* A recent survey of 1,600 households revealed that nearly 79% of
households across Bangladesh have experienced financial hardships
due to COVID-19.

* Consequentially, the following table outlines their coping mechanisms:

- - o
Coping Mechanism Type aolOA I Adjustment in Food Consumption % of HH

Cut down food expenses 80.6 duced b ¢ .

Cut down non-food expenses 64.5 Reduced number of protein items 47.2

Loan 60.8 Reduced number of items in a meal 37.7

Financial support from private and ¢ :

non-government sources 29.4 Reduced number of meals 6.8

Withdraw Savings 26.4 Compromised baby food 9.8

Government Support 23.5 Nothing 8.3

* Given the dire financial situation and impact on basic food consumption
of LNOBs during the 1st wave of COVID-19, there needs to be
increased direct cash transfer and food support.

* The survey findings also reflect that this combination will enhance
aggregate demand and counteract growing inequality .

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 12
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4. Support to LNOBS (contd..)

Field experience

* Spanning the time period of March 2020 till July 2022, there are 30 COVID-
related government support interventions amounting to 1,28,194 crore
taka (15,082 million USD).

e Within the 30 interventions (including 5 new packages), there is a very
low share of fiscal and food support compared to hybrid:

e There are 13 fiscal and 4 food support accounting for less than 20.5%
of total allocation

» 13 fiscal support Tk 22,723.5 crore (17.14% of total allocation).
* 4 food support Tk 3,770 crore (2.79% of total allocation)

* 13 Hybrid (subsidised and interest based stimuli) amounting to nearly
79.53% of total allocation

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 13
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4. Support to LNOBS (contd...)
State of COVID-19 Stimulus Packages
Structure of Fiscal support
2019-20 2020-21 2021-22
Allocated Share (.)f Allocated Share (.)f Allocated Share (.)f
respective | Share of respective| Share of respective| Share of
Amount X . Amount s . Amount X
Support Type FY’s GDP (in FY’s GDP (in FY’s GDP
(Crore . o (Crore . o (Crore . N
BDT) allocation %) BDT ) allocation %) BDT ) allocation| (in %)
(in %) (in %) (in %)
poenee 1258 1.63 0.04 210155 | 44.04 0.75 700 14.06 0.01
support
a.1 Net
Fiscal 1258 1.63 0.04 5305.5 15.54 0.19 700 14.06 0.01
Support

B. Food support 3270 4.23 0.12 No food support 250 7.81 0.01

C. Hybrid support| 72750 94.14 2.6 26700 55.96 0.95 2500 78.13 0.08

Total (A+B+C) 77278 100 2.76 47715.5 100 1.71 3200 100 0.11

Note: Net fiscal support excludes fiscal support for agriculture sector (rice procurement, subsidy for farm mechanisation and agriculture subsidy) and
construction of home (on 50w anniversary)

e Share of announced stimulus packages (with expanded definition) in FY20, FY21 and FY22 are
2.8%, 1.71% and 0.11 respectively! Pandemic oriented ones were much smaller.
* In the first FY20, total share of direct cash and food support was just under 6%, which rose to
15.5% in FY21 (with no food support) and a little over 21% in FY22 (with marginal food

support).

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21
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4. Support to LNOBSs (contd...) u

Community wise allocation of stimulus packages

 Communities that have been covered by the stimulus packages thus far
include:
i.  Doctors, nurses and frontline workers;
ii. Poor and low-income households, and
iii. Rural poor farmers, migrant workers, trained youths and
unemployed youths.

* In the recent most support measure of July 2021, distressed workers in
the tourism industry have been covered.

* Within the stimulus packages, accumulated cash, food and support for
home building make up a little over 12%. While allocation for the rural
poor farmers, migrant workers and youths receive less than 4% of
allocation.

* Doctors, nurses and other frontline workers experience the lowest
allocation of 0.66%

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 15
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4. Support to LNOBS (contd...)

Latest Post-Budget Packages

* Total 5 incentive packages for the vulnerable: Fiscal transfer and food support still
marginal!

Announced . Allocation

(Special allocation for deputy

Food assistance commissioners to provide for those who 100
call #333)
OMS Programmes - Rice and To be conudcted from 25th July till 7th 150
Flour august at 813 centres
Cash transfer to 3 million poor TK 2,500 for day labourers, transportation 450
Jul-21 families workers and small traders
Low interest loan for Extension of loans with 4% interest rate 1500
employment generation for rural job creation ’

Working capital loan for salary
and allowance of people working
in tourism industry

Loans at 4% interest to be used to pay

: ; 1000
salaries to tourism workers

Total 3,200

* In the stimulus packages only 22% comprise direct cash and food support, while
78% are hybrid in nature.

 The Open-Market Sale (OMS) will sell rice at Tk 30/Kg (Tk17 subsidy) and flour at
Tk18/Kg (Tk10 subsidy) compared to last year’s OMS sale of rice at Tk10/Kg.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 16
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4. Support to LNOBS (contd...)

* By the end of June 2021,

Total value of stimulus packages disbursed: 63.67%
i 38.84 % of fiscal stimulus packages have been disbursed,

ii. 75.23% of hybrid stimulus packages have been disbursed.

* The sizeable support announced in July 2021 is the right step to protecting
consumption level of the LNOBs, however there needs to be:

i. Higher allocation for direct cash transfer and increased food support,
ii.  Improved distribution method and broader coverage of support,

iii. Increased number of partnerships for efficient execution.

 The #333 approach for food assistance is a good approach to reaching
LNOB, however this approach needs to be promoted more and there should
be increased resources to support screening calls.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 17
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5. Vaccination Scenario

July 2021: A Month of Relapse and Wary Decisions

* As the Delta variant spreads, Bangladesh in July 21 logs the highest (of all the
14 months since March 2020) number of deaths with an average of 199.42
deaths per day and 29.71% infection rate per day.

« At present, the total no. of tests is at 48,027 per million, total no. of infected
cases stands at 7,945 per million and total no. of death adds up to 132
deaths per million.

* Globally, Bangladesh remains at the top 26 countries in the chart pre-empting
the third wave of Covid 19.

* Now, the two major steps are on the cards - targeted mass vaccination and
enforced strict lockdown. However, the government is sending mixed signals
while imposing these measures. It is creating more confusion and reflecting the
lack of coordination and poor mobilization- making the country’s future
uncertain while covid variants emerge to a dangerous level.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 18
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5. Vaccination Scenario (contd...)

Covid Daily Infection Rates and Daily No. of
Deaths from June 5, 2021 to August 4, 2021

L

35.00

%] Q
2 ot
i c
=]
€25 3000 §
T &
25.00
2
20.00
15
15.00
1
10.00
0.5 5.00
0 0.00

June-05  June-14  June-23 July-02 July-11 July-20 July-29

B Total No of Deaths s |nfection Rate in %

Fig: A sharp increase of infection rate and the death number during the mid-July with
current single day 30% infection rate and 264 deaths as of August 5, 2021
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5. Vaccination Scenario (contd..)

Vaccination Conundrum

* Government discontinued the vaccination programme on 26th April 2021 which
started in 7th February 2021 as India halts exports of vaccine doses that covered 4
million people where 2.5 million received the second dose and 1.5 million received
the first dose only.

* Authorities tried to source 6.8 million doses in the month of July including
Moderna, Pfizer and AstraZeneca under COVAX facility.

* The second phase of vaccination started in July lowering the age bar from 40 to 25
years old and above. From 7 August, the target was to jab 10 million people in 6
days lowering the age bar to 18 years and allowing walk-in registration at all
levels.

 With experts terming the targets as “rush preparation”- the government
ultimately addressed the shortage of vaccines in the last minute, and now targets
to jab 3.5 million people with age bar of 25 years and above within 6-days
prioritising the ill, elderly, women and differently abled cluster.

* The unthinking, unprepared and uncoordinated approach of the government has
created more chaos and confusion among the general people.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 20
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5. Vaccination Scenario (contd..)

<1500 1500-2000 [ 2000-5000 [l 5000-10000 [jij 10000-20000 [j>20000
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5. Vaccination Scenario (contd..)

Covid Vaccination Status for 25 years and above population - 55% of Total Population
(as 0of 07/08/21)

Expected Overall
No. of .
Total Received .. Coverage Expected
. Orders : . In Pipeline | Total Doses .
Vaccine (in (in million)- (in million) | (in million) with Coverage for
e Including Gifts Current 55% of the
million) .
Doses Population

Oxford- 5.61% 16.33%
AstraZeneca:

e 3 1.0 2 3 0.54% 1.63%
Covishield
15 8. 8 16.1 4.41% 8.76%
6 0.1 5.9 6 0.05% 3.27%
6 6 0 6 3.27% 3.27%
60 25.5 38.9 64.4 13.88% 35.06%
Currently Fully o
Vaccinated % ARl
——
Remaining % of 32.36%

expected coverage
Source: Open Public Sources-Official and Media

* With existing stock (including pipelined orders), there is a serious shortfall between the targeted
requirement (55% coverage) and current procurement (32.36%)

* Only 2.7% is under vaccine coverage where our full potential is 32.36%, along with having
a 22.64% procurement gap.

e At current vaccination rate, it will take roughly 1.6 years to jab 55% of the total population.
Therefore, we see a need for accelerating procurement process and vaccination campaigns.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 22
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5. Vaccination Scenario (contd..)

Covid Vaccination Cost Status for 25 years and above population (as of07/08/21)

Order Status | Government Cost | Cost GDP share from

30 mllllon AstraZeneca from SII 1273. 50 150 00 424.20 5.00 0.0460%
15 million Slnopharma 1267.00 150.00 848.80 10.00 0.0460%

12.80 million from COVAX 108.67 1.28 - - 0.0040%
facility

2649.17 301.28 1273 15.00 0.0960%

Source: Open Public Sources-Official and Media

* The cost of procurement does not seem to be an issue as it’s less than 0.01% of
GDP. Although the per unit cost of vaccines is varying significantly by sources
particularly for Sinopharma.

* Even if the cost goes up, our best estimates suggest that it may at best go
up to 0.5% of the GDP which Bangladesh can afford.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 23
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Challenges and Further Steps

* Mass Vaccination: It is appreciable how government is opting for mass
vaccination campaigns to expedite the process of maximum vaccination as
fast as possible but they need to act as per their capacity.

* Planning and Execution: The government should increase capacity to
include more no. of hospitals, facilities, equipment, and resume mass
vaccination to deal with rising number of infections within each district and
arrange more vaccine centres to adequately vaccinate at its full capacity.

* Better PCR Testing Accuracy: Accurate results not only helps in early
treatment/curbing the spread but also enhances the global creditability of
the country. Therefore, ensuring accurate results is vital.

« Easing Registration Process: The government has already eased the
registration process by imposing on-spot/walk in registration and
registering without NID, and lowering the age bound in every phase of
vaccination.

* Proximity of Vaccine Centres: Establishment of outreach centres for
vaccination within community’s proximity needs to be ensured to limit any
travel costs.

Deb Bhattacharya: National Budget 2021 in the Context of the Pandemic. 8 August 21 24
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Challenges and Further Steps
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 Community-based Approach: To curb the vaccine hesitancy in the less informed
communities, Non state actors (NSA), Government and Non-governmental
organizations should come together to spread mass awareness to embrace the idea of
vaccination.

* Role of Mass Media: The mass media also plays an important role that can eliminate
the social stigma around the vaccination by reporting encouraging narratives that
promotes vaccination.

» Safe Keeping Public Health: The country is also dealing with dengue outbreak and
other pre-existing diseases which also requires government’s co-operation, given the
fragile healthcare system.

* Focus on LNOBs: The third gender communities are still ineligible for vaccines
regardless of their eligible age. Authorities should look out for such
underrepresented cluster of the society and plan in a systematic way that ensures
seamless accessibility to register and receive vaccines by every citizen with the spirit
of leaving no one behind (LNOB)

e Carry Over Issues: Government needs to address their years of under investment,
lack of co-ordination, lack of accountability and corruption in the healthcare sector.
They need to be transparent to the citizens and make informed decisions.
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" Citizen’s Platform for SDGs, Bangladesh
%' TS IR TR 25T, AT

6. Four Major Concerns:
Support, Vaccine, Inflation and Recovery Preparation

From the perspectives of the LNOB, the three major concerns for FY22

1. Expanding the fiscal transfer and food support, and ensuring their
proper delivery by upgrading the data base and engaging the
community-based (non-government) actor

2. Bringing the people of disadvantaged communities under national
vaccination programme on a priority basis in partnership with the
private development organisations and public bodies working with
them.

3. Keeping the food prices (inflation) under low and stable by
strengthening public procurement mechanism, OMS operation and
expanding FFW programmes

4. Pro-LNOB preparation for post-COVID recovery - particularly for
mopping up drop-outs, averting underage marriage, and preventing
child labour
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Thank You

<deb.bhattacharya@cpd.org.bd>
https://bdplatform4sdgs.net/

© Citizen’s Platform 2021
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