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েলযয একটি উত্তরণকােীন নীতর্ সমল ার্া



• Debapriya Bhattacharya, Distinguished Fellow, CPD

deb.bhattacharya@cpd.org.bd

• Mamtajul Jannat, Programme Associate, CPD

jannat@cpd.org.bd

• Ifaz Kabir, Research Intern, CPD

ifaz@cpd.org.bd

Research Team

Deb.Bhattacharya: Media Conversation on Overcoming the Current Economic Challenges. 11.08.2022 2



1. Context
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Three distinguishing features of fiscal year 2022-23 (FY23) were mentioned in our pre 
and post-budget analysis.

1. Bangladesh economy is yet to go back to pre-COVID benchmark and experiencing 
fragmented recovery

2. Macroeconomic stability is under high stress, particularly due to inflationary pressure         
and pressure on exchange rate

3. Global economy’s prospect for FY23 (commodity price rise, supply chain disruption and 
logistic, increase in transportation cost etc.) augur bad for Bangladesh

Since then all these three features have become more relevant



Six Challenges in the 
Budget 

Current Status

1) Containing inflation and 
enhancing domestic 
investment

• Inflation rate has been increasing since the budget announcement. 
• Inflation rate was 5.4% in May’22 (pre-budget), which hit 8 year high (7.6%) in June’22 and in 

July it was at 7.5%.
• Rural inflation (8.0%) continued to be higher than the urban (6.5%) and food inflation persists 

to be higher (8.2%) than non-food (6.4%).
• July inflation in India was at 7% and in Pakistan at 24.9%.
• Recent fuel price hike and devaluation of BDT, among others, may further push up the inflation 

rate.

2) Financing additional 
subsidy required for the 
increased price of gas, 
power and fertilizer in 
international markets

• Subsidies and transfers as percentage of total public expenditure increased between FY18 
(2.7%) and FY23 (6.4%).

• Allocation for total subsidy increased by nearly 54.0% in budget FY23 compared to FY22.

• Subsidy allocation for fertiliser increased by 33.3% in FY23 over FY22. Subsidy allocation for 
electricity increased by 50.0% in FY23 over FY22. 

• In an attempt to reduce the subsidy burden in the fuel sector, government hiked fuel prices on 
5th August’22 by about 50%. 

• The government paid Tk 16,785 crore in capacity charges to power plants in the first nine 
months of the last fiscal year (FY22) for 22,118MW daily power generation capacity.

• On 18 July’22, the government shut down all diesel-fired power plants due to depleting fuel 
stocks, meaning 1,000-1,500MW remains unutilised daily but payment for the capacity 
continues. 
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2. Establishing the Post-Budget Benchmark



Six Challenges in the Budget Current Status

3) Utilizing funds available 
through foreign assistance and 
ensuring timely completion of 
high priority projects of 
ministries/divisions

• The implementation rate of the 8 fast-track mega projects is 44.58% (as of 
FY21).

• 5 out of the 8 fast-track projects are due for completion by FY24. 
• The top 20 mega projects currently in the works have an implementation rate of 

only 30.2% (as of FY21), with 15 projects out of them due for completion by 
FY24. 

• Health and Education projects have an implementation rate of 36.5% and 23.1%
The overall ADP implementation rate is 27.8% (as of 2021).

4) Ensuring timely completion 
of projects in education and 
health sectors

• The two education and two heath sector projects within the top 20 mega 
projects have an implementation rate of 23.1% and 36.5% respectively. 

• Following previous trend, the proposed allocation for education as share of GDP
remained unchanged at less than 2.0% and between 11% to 12% of public
expenditure in FY23.

• Education budget (12.0% of total budget) in FY23 is marginally higher than
revised FY22 and 0.9 percentage points lower than FY 21.

• Similar to previous trend, the budget allocation for health sector in FY 23
remained unchanged at less than 1.0% of GDP and 5.0% of public expenditure.

• Health budget as share of total budget (5.4%) in FY 23 is same as revised FY 22;
below the WHO recommendation of 15.0% of total budget.
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2. Establishing the Benchmark (contd.)



2. Establishing the Benchmark (contd.)

Six Challenges in the Budget Current Status

5) Increasing collection of local 
Value Added Tax and raising the 
number of individual tax-payers

• Number of taxpayers in Bangladesh is with 7.4 million TIN holders, but 
only 2.3 million have filed returns in FY22.

• Growth in VAT collection from May’21 to May’22 is 13.3%, which is less 
than the total NBR revenue collection rate at 14.9%.

• Growth in direct tax collection from May’21 to May’22 is 17.6%.

6) Maintaining stability in the 
exchange rate of taka and keeping 
foreign exchange reserves at a 
comfortable level

• After failure to control the exchange rate by injecting over $7.5 billion in 
FY22, the BB left the exchange rate to the market on 2 June’22, but 
backtracked soon after.

• Since budget was presented (9 June’22), exchange rate for Taka fell by 
around 2.1% in the first month (as of 7 Jul’22) and by 3.5% in the second 
month (as of 8 Aug’22).

• The kerb market rate of BDT 115, with the difference between the kerb
market rate and the bank rate is BDT 20.5 

• Foreign reserves depleted by about 5.5% and reached as low as USD 39.5 
billion at the end of July since budget was presented.
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1. Export-Import Deficit USD 33.25 billion (USD 30.82 billion)

2. Current Account Deficit USD 18.70 billion (USD 17.29 billion)

3. Overall External Deficit USD 5.38 billion (USD 4.30 billion)

The reserve is depleting and BDT is weakening. 

These are the symptoms of the disease – NOT the disease itself.

3. The Fault Lines
Immediate Red Flags

All three are all time high

Post-budget (Pre-budget)



• Revenue share in GDP did not go up more than 10 per cent of GDP.

• Share of income and asset tax in total revenue stagnated at around 30 per cent.

• Budget deficit was increasingly being funded by borrowing from banks.

• In April and May 2022, credit growth of the government had been higher than that of the private sector.

• DSL of public debt went up for both domestic (17.06 per cent) and foreign (16.90 per cent) debt totalling 
33.96 per cent of GDP.

• DSL as a percentage of revenue expenditure is gradually going up - close to 20 per cent in FY23. 

• Cash transfer and subsidy is less than 1 per cent of GDP (FY 22) and less than 6.5 per cent of total public 
expenditure.

• PDB accounts for about 41.60 per cent of the subsidy and cash loan budget. BPC did not take any subsidy 
since 2016. 

• Annual allocation to health and education sectors as percentage of GDP and public expenditure is half and 
equal to 20 mega projects, respectively. 

• Allocations for different social protection allowances are decreasing as share of per capita income (less than 
3.54 per cent).

4. The Villain of the Story 
Weak Fiscal Account is the Real Villain of the Story



• All responses to the crisis till date had been essentially fiscal measures, eg.
tariff adjustments, control of revenue and project expenditures or fuel 
price hike.

• Way out of the crisis situation lies in fiscal consolidation 
- in both revenue and expenditure sides

• Financial Sector 
Both bank and non-bank reforms have to complement the fiscal consolidation, support 
to private investment and financial inclusion

• Current fiscal structure and space are inadequate to support sustainably a 
high growth path

• It seems we are a high growth country with a “poor’’ government which is 
struggling to find fiscal resources to deal with the situation.

4. The Villain of the Story (contd.) 



5. Need for a Transitional Policy Understanding -একটিঅন্তব তর্ীকােীন
অর্ তননতর্ক নীতর্ সমল ার্া প্রল াজন
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1. Budgetary assumptions for FY23 and medium-term 
framework numbers are gradually becoming 
irrelevant

2. Given various uncertainties (national and global), 
need for a policy package for stabilisation and 
consolidation of the economy with short-term outlook 
(2-3 years)

3. This transitional policy package has to be developed 
through a participatory and consultative process

4. The obtained transitional policy consensus has to be 
protected from possible political distractions in the 
future

5. This package has to be implemented nimbly and 
efficiently, demonstrating inclusive leadership

6. Data- driven accountability framework has to be 
attached to the transitional policy consensus

১. ২২/২৩ অর্থবছরেে বারেট এবং মধ্যরময়াদি কাঠারমাে প্রাক্কদিত 
সংখ্যাগুরিা অপ্রাসদিক হরয় যারে

২. দবদিন্ন অিযন্তেীণ ও আন্তেথাদতক  অদিশ্চয়তাে ফরি স্বল্পরময়াদি 
(২-৩ বছে) অর্থিীদতে দিদতশীিতা ও সংহদত েক্ষাে েিয িীদত
সমর াতা প্ররয়ােি।

৩. এই অন্তবথতথীকািীি িীদত সমর াতা অংশগ্রহণমূিক এবং 
পোমশথমূিক প্রদিয়াে মাধ্যরম ততেী কেরত হরব

৪. অদেথত অন্তবথতথীকািীি িীদতমািাে ঐকযমতয আগামী দিরিে 
সম্ভাবয োেনিদতক টািারপাড়রিে থর্রক মুক্ত র্াকরত হরব

৫. িীদতগুেদট দক্ষপ্রতা ও িক্ষতাে সারর্ এবং অন্তিুথদক্তমূিক 
থিতৃরে বাস্তবায়ি কেরত হরব

৬. অন্তবথতথীকািীি িীদত সমর াতাে সরি তর্যদিদিক েবাবদিদহতাে 
কাঠারমা প্ররয়ােি হরব



5. Need for a Transitional Policy Understanding -একটিঅন্তব তর্ীকােীন
অর্ তননতর্ক নীতর্ সমল ার্া প্রল াজন (contd.)

Three Domains of the “Transitional Policy Understanding” -অন্তব তর্ীকােীন সমল ার্ার ৩টি
মূে উলেশ্য

Stabilise Macroeconomy –সামটিকঅর্ তনীতর্

তিতর্শ্ীে রাখা

Sustain Production and Employment –উৎপাদন ও
তনল াজনঅবযহর্ রাখা

Protect Vulnerable Groups –অসুতবধাগ্রিমানুষলদর
সুরযা মদ া
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• These are three interrelated 
domains

• Coherence and sequencing of 
actual measures will be crucial

• There is a broad consensus among the country’s economists about the measures 
suggested under each domain



1. Liberalise interest rate with a band to protect real value of savings and moderate credit growth

2. Make exchange rate more market based and do away with multiple premium rates for different 
types of foreign exchange earners 

3. Higher revenue uptake by reaching out to unregistered potential taxpayers 

4. Review the subsidy package to protect ‘good subsidies’ for agriculture (i.e. fertilizer and 
electricity) and liquid fuel (i.e. diesel and petrol); remove all ‘bad subsidies’ (capacity charges)

5. Augment public expenditure austerity measures and ensure impactful implementation of the 
‘A’ and ‘B’ category ADP projects 

6. Further streamline import control measures with an eye on price situation of certain consumer 
goods 

7. Expand fiscal space by accelerating utilisation of the high level foreign development finance 
received in FY21 and FY22

8. Make effective use of Budget Support received from the World Bank and ADB to ensure 
additional contractual disbursement 

9. Negotiate with IMF substantive balance of payment support

6. Three Domains of a Transitional Package

A. Stabilisation of Macro-economy – Realigning  supply and demand side factors



B. Sustain Production and Employment in a Subdued Growth Situation

Deb.Bhattacharya: Media Conversation on Overcoming the Current Economic Challenges. 11.08.2022 
13

1. Focus on Aman. Production of Aman rice is anticipated to be affected this year due to drought 
and floods. This can affect food security as Aman is country’s second-largest staple crop. 
Reducing costs of agricultural inputs, including diesel and fertilisers will be essential to 
safeguard the farmers.

2. Sectoral growth rates of animal farming and fisheries are declining, these sectors should 
receive more support.

3. Smooth outflow of migrant workers to new, not so new and traditional markets should get 
effective attention.

4. Industry workers, particularly RMG workers will need dearness allowances, if not wage 
adjustment (unchanged since January 2019).

5. Monitor layoff in the informal sector and consider one-time targeted cash incentive.
6. In order to protect the interests of informal sector workers an environment conducive to 

immigration needs to be created and sustained.

6. Three Domains of a Transitional Package (contd.)



C. Protect Vulnerable Groups Who are Disproportionately Affected 
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1. Accelerated and transparent implementation of the Family Card programme
targeting 10 million families.

2. TCB network needs to be expanded up to district level and rice to be included 
for sale. 

3. All safety net allowances to be increased to 1000tk per month.

4. Coverage of social safety net programmes needs to be expanded and monitored 
with proper data support.

5. A one time cash transfer may be considered for self-registered unemployed 
youth. Alternatively a reimbursable youth credit card scheme may be considered.

6. Three Domains of a Transitional Package (contd.)



7. Parting Thoughts

• It is obvious that all the six challenges mentioned in the Finance Minister’s budget 
speech have aggravated during the last two months.

• There is growing acceptance by the policy makers that the economy is on the 
downslide. Some disparate measures to contain the situation.

• While the citizens remain apprehensive, the policymakers give confusing (if not 
contradictory) statements about the economic outlook.

• It is however evident that the country will have to live with a turbulent economic period 
in the near future (at least till the end of FY24)

• Thus, a proactive (instead of reactive) approach leading to shaping of a new transitional 
policy package may moderate the emerging hardship in the lives of the citizens and 
pressure on the economy.

• Based on such a broadly owned policy package, the government will be able to negotiate 
better terms and conditions with the IMF, World Bank and other institutional 
conditions.
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Thank You!
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