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Data deficits mean informed policymaking is
being compromised.
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Health budget: Low allocation but spending it is
apparently a bigger problem

« Bangladesh health spending; one the
lowest in the worid

« Higher spending is long overdue due to.
changes in the cisease profile o o

= 8" Five Year Plan target is to raise
health spending to 2% of GOP

+ 325 of Health ADP spent during July-
May of Fr21 (725% utilzation in FY20}

Concluding observations
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Despite facing challenging times, there have been some
positive developments for Bangladesh
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But, challenges loom large and dealing with
those most effectively is important.
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Social Protection: Not doing more in FY22 will be a
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Despite facing challenging times, there have been some
positive developments for Bangladesh

FY22 Budget— Growing

a challenging demand for
exercise during government
the pandemic support

But, there have
been positive
developments

Prudent macroeconomic management




In a pandemic-battered global economic landscape,
Bangladesh economic performance compares favourably

with others.

WORLD ECONOMIC OUTLOOK APRIL 2021
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Real GDP growth
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But, challenges loom large and dealing with
those most effectively is important.

> T T
‘ Weaker growth prospects :/:

\

‘ Achieving immediate and medium to long-term objectives

|

[

‘ Apparent inertias about making progress on critical reforms

[

‘ Implementation is a key challenge
/




The Bangladesh economy in 2021-22 could be $31 billion smaller
than what it would be without the Covid-19 pandemic.

Bangladesh's GDP (USS$ billion) with and without Covid-19
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Technology-intensive
development

Improved living standards

Export competitiveness

Achieving SDG goals:
health, education, gender,
environment,

Tackling Covid-19

Economic recovery,
saving lives and
livelihood support

Sustainable growth
& job creation

Poverty alleviation and
reducing inequality




Data deficits mean informed policymaking is
being compromised.

Investment | No impact on private investment?

Zlglel 2ol Aial | o Low credit growth and fall in
data import of capital goods

Growth and & How to reconcile growth and
poverty figures?
poverty e Generating poverty data




Growth and investment projections in the

oudget

GDP Investment Power Food Grain
. (As % of GDP) Generation | Production | Average
e G?f,’/:‘)"h ubtic | private] Toral o (T nr | e e
L (Megawatt) Ton)
2010-11 | 646 | 526 27.42 7,264 360.7 10.9
2011-12 | 652 | 5.76 28.26 8,716 368.8 8.7
2012-13 | 6.01 6.64 28.39 9.151 3127 6.8
2013-14 : 6.06 6.55 28.58 10,416 381.7 7.4
2014-15 6.55 6.82 28.89 11.534 384.2 6.4
6 7.11 6.66 29.65 14 429 388.2 59
2016-17 | 728 | 7.41 30.51 15,379 3863 5.4
2017-18 i 7.86 7.97 31.23 18,753 406.64 5.8
2018-19 8.15 8.0 31.57 22,051 409.96 5.5
2019-20 5.2P 8.17 31.8% 23,548 416.47 5.7
2020-21 6.2R 8.2R 32.3R 25,227 452.95* 547
2021-22 B 3.1 33.1 - . 5.3

rojection

Source: Bangladesh Bureau of Statistics and Power Division, "=Provisional, *=Revised Target, *Estimated by

Department of Agricultural Extention, Ministry of Agriculture.



Covid-19 impact on poverty

% of population
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Size of the budget and (in crore Tk

Im P lementation 021

Total Expenditure 6,03,681 5,38,983 5,68,000
] ] - Total Expenditure (% of GDP) 17.5 17.90 17.90
A tendency to inflate the overall size P
of the bud get I |||||| || || Budget Deficit (% of GDP) 6.2 6.1 b
R GDP Growth Target 1.2% 6.1% 8.2%
Overoptimistic revenue targets g, i
Revenue Income 389,000 351,532 3,768,000
NBR-tax revenue 3,30,000 3,01,000 3,30,000
And, a built-in adjustment e Non-tax revenue 43,000 35,532 33,000
mechanism y - = ©® Financing
] __ Domestic Borrowing (Bank) 76,452 79,749 84,980
But, is the proposed budget too bigin [
comparison with others? 15 Domestic Borrowing (Non-Bank) 37,001 35,303 25,003
Foreign Borrowing (net) 97,738 68,414 76,004
Increased foreign borrowing is timely [, Expenditure
but could indicate other problems. Non-Development Expenditure 3,61,500 323,688 348,180
Development Expenditure 2,371,078 2,08,025 2,15,043

ADP 2,05,324 197,643 205,145



Actual expenditure has historically been significantly lower than
the proposed budget.
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..Actual expenditure is likely to be just about 80% of the proposed
budget.

82% 81% 79% 80% 84% 79%

600

523

500

B
o
o

Budget and actual expenditures (in ‘000 crore Tk)
300

465
400 392
341 322
269
251
204
200

100 I

0 — — — — —

FY15 FY17 FY18 FY19 FY20
otal Proposed Expenditure @ Total Actual Expenditure

Amount (thousand crore taka)




How much of the total revenue target get eventually

materialized?

Realisation of total revenue target
(actual revenue as % of target revenue)
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Budgetary allocations by major components

Proposed budget 2021-22 Actual Spending 2019-20

Recreation, Cultureand ~ Industrialand Recrestior; CUUreEnd lngusigtood Expnmls
"’

it : i i Religious Affairs Services
Religious Affairs Economic Services o :
0.8% 0.7% - / Others
ousing / 0.8% o
Energy and Power . Others W ¥ TS - Public Administration
4.6% Hoxsng / 0.8% i S 9.4%

Public Order and Public Administration Public Order and

e
Safety.. 18.7% safety
Agriculture e
5.3% \
Agriculture
Health | 5.2%
5.4% \
Health
42%

Social Security and

Welfare _\
5.7% \_ Education and
Technology Social Security and_—
15.7% Welfare
5.7%
Defence Services _/
6.2%

Defence Services

e Education and
Technology
15.7%

\_Transportand

Communication

12.8%
—/

| 8.2%
Local Government and \C-Lr:lr::zsir:a?;n
Rural Development 11.9% Local Governimentand 7 T Interest

7.0% Interest _/ Rural Development 13.9%

11-4% 7.7%



High dependence in import revenue means trade policy options
would be limited to explore new export market access after LDC

graduation.

Almost one-third of NBR
revenue is due to import
tariffs and other taxes

Exporting opportunities
after LDC graduation (in
2026) would require

bilateral/regional FTAs
undertaking tariff
reduction commitments.

High tariffs also distort
the relative incentive
structure between the
export and import-
competing sectors.

Revenue concerns could

seriously limit trade
policy options.

NBR revenue

Import revenue
(tariff, VAT,
Supplementary
duty, excise duty
etc.)

31%

Income taxand
travel tax
30%

Domestic revenue
(VAT,
Supplementary
duty, excise duty
etc.)

39%

Note: information based on July-April, 2021



The size of government expenditure in Bangladesh is
low in a cross-country context.

Government expenditure as % of GDP
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Bangladesh’s low public spending is due to low
government revenue.

Government revenue and expenditure (% of GDP)
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Domestic and foreign borrowing in deficit financing

Distribution of domestic and foreign borrowing in total financing
100%

92% 89% 92% 91%

80%

60%

=@=Foreign Borrowing-Net

41%
=#-Domestic Borrowing

40%
46.3%

20%

0%
FY11l FY12 FY13 FY14 FY15 FY16 FY17 FY18 RBFY19 FY19 RBFY20 FY20 BFY21 RBFY21 BFY22

Source: Budget documents of various years, MoF



Health budget: Low allocation but spending it is

apparently a bigger problem

* 0.95% of GDP (5.42% of total budget)

* Bangladesh health spending: one the
lowest in the world =~ .«

* Higher spending is long overdue due to
changes in the disease profile o o

* 8th Five Year Plan target is to raise
health spending to 2% of GDP

* 32% of Health ADP spent during July-
May of FY21 (72% utilization in FY20)

Health Sector Allocation (In crore Taka)

32,371
31,472

18,677

16,839 17,532
12,605
10,417
6 621

AFY15 AFY16 AFY17 AFY18 AFY19 AFY20 RBFY21 BFY22



Government spending in health (prior to Covid-19)

Government health expenditure (% of GDP)
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Not only Covid, but addressing the
challenges of Non-communicable
diseases has how become more
important than ever

Cause of mortality (%)

m NCDs = CDs wm Injuries

* NCDs - now a major health concern due to lifestyle changes,

epidemiological and demographic transitions, rapid urbanisation.

* NCDs account for 67% of all mortality

* NCDs pose a heavy financial burden

Mortality due to NCDs (%)

—

m Cardiovascular diseases = Cancers

= Chronic respiratory diseases = Diabetes

= Other NCDs



Social Protection: Not doing more in FY22 will be a

missed opportunity

* 40% of which is to be spent on pension
payments, interest and agricultural
subsidies

As proportion to GDP, allocation
remains almost the same.

Savings Certificate * More than double the allocation for old-age allowance
. e Almost five times the budget for allowances for the widow,
Interests Of_TK 6’909 deserted and destitute women
SROLER el BRIl o Additional 1.15 crore people could benefit form the resources
budget! kept for saving certificate

AuEEeEE R o Bt selection of eligible beneficiaries has
of the corona pandemic (Tk

7,300 crore) and to deal with always been a problem

el e elRcE S o No clear roadmap on how these funds will be
(Tk 5,000 crore) are welcome TeER

initiatives.

% of budget

20%
18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

Social security expenditure of Bangladesh

2008-09
2009-10

2013-14 I

2010-11
2011-12
2012-13
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2020-22

I Social security expenditure (% of budget)

—8—Social security expenditure (% of GDP)

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

% of GDP



Social protection

Implement the
reforms
recommended
in the national
social security
strategy (NSSS)

Immediately
achieve
comprehensive
coverage in
major
programmes

Immediately
expand
programmes
from which the
urban poor is
likely to benefit

Strengthen
beneficiary
selection
process

National Social Security

Strategy (NSSS) of Bangladesh

JULY 2015

General Economics Division
Planning Commission

Government of the People’s Republic of Bangladesh




VAT/Tax exemptions

* Exemptions for employers with
transgender employees and for
women-owned SMEs are good
Initiatives.

* Other tax exemptions could make
the trade policy regime more
protective

* Quality and standards of the
products must be ensured
otherwise, the support will
generate welfare consequences

AT/ Tax exemption to promote “Made in Banuladesh rand

To be implemented with caution; Value Addition, Efficiency, Employment Generation!

v VAT axemption faciities be extendedto:

1

Manufacturers of LPG cylinders for another year

Manufacturers of refrigeratars, freezers and its compressors for one mare year
Manufacturers of air conditioners and its compressors for three mare years
Manufacturers of mator cars and mator vehicles for five more years

VAT exemption at focal production stage in the manufacturing of blender, juicer, mixer, grinder electric ketfle,
rice cooker, multi-cooker, pressure cooker

AT exemption at production level in manufacturing of washing machine, microwave oven and electric oven

Exemption of Advance Tax (AT) on certain raw materlals of ron products, scrap vessel and ethylene glycal,
terephthalc acid, ethylene/propylene which 2re used for manufacturing of PVC and PET resin

VAT exemption on manufacturing of puffed rice
VAT exemption offresh frult at the Urading stage



Concluding observations

Bangladesh has shown great
resilience in the face of the
Covid-19 global pandemic

The macroeconomic
management has been good

However, a very cautious
approach to macroeconomic
management has to be
traded off with options for
more proactive fiscal
interventions

Revenue concerns have also
limited the scope of
proactive interventions




Concluding observations

Dependence on imports for revenue
seriously compromises trade policy
options

Without significant measures
(including reforms) for domestic
resource mobilization and
increasing implementation
capacities, the national budgeting
exercise will unlikely to change.

Spending capacities in the health
sector must be strengthened along
with the quality of spending.

The propose allocation for social
protection must be substantially
beefed up.

Increased reliance on foreign
borrowing would make us rethink
about the prospect of aid availability
after LDC graduation







