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FY22 Budget: A question that 
remains unanswered

The budget for the 2021-22 financial 
year (FY22) has been in talks since 
Finance Minister AHM Mustafa 
Kamal placed it in the national 
parliament of Bangladesh on June 
3, 2021. Independent research 
organisations and economists are 
dissecting the 182-page budget 
speech and volumes of books full 
of numbers to figure out the issues 
focused or ignored in one of the 
toughest times for the economy.

Business people, both individually 
and in groups, have put the finance 
bill under the microscope to what 
they have missed out and what more 
they should have been given.

The proposed budget is being 
discussed in parliament too, with 
quite a few opposition members 
and some from the treasury bench 
are making a point about how a 
pandemic-time budget should look 
like.

These sorts of discussions will 
continue until the budget is endorsed 
by the House before the end of June 
with minor changes mostly in tax and 
duty issues raised by the business 
associations. The new fiscal year 
begins on July 1 and all discussions 
on budget are put to rest for one 
year.

Usually this is how the budget ritual 
goes on every year.

But expectations were bigger this 
year.

The budget prepared in last June 
for the outgoing fiscal year was a 
business-as-usual thing that had built 
its projections on the assumption that 
Covid-19 pandemic might be over 
before the fiscal 
year ends.

So financial 
analysts pinned 
their hopes on 
the budget for 
FY22, which, they 
thought, would 
spell out where 
from the people 
would get money to 
buy foods and daily 
necessities, how 
small businesses 
will restart, how 
schools will 
reopen once virus 
weakens.

They expected 
the budget would 
take into accounts 
people’s escalating 
health expenditures 
when someone 
in the family tests 
positive and fails to get a bed in a 
public hospital.

They hoped the budget would have 
some hints how the government 
would respond to recover learning 
loss, job loss and income loss.

How much of the expectations have 
been reflected in the budget speech, 
which is regarded more than just a 
statement of annual earnings and 
expenditures of the government?

Though the budget book is titled 
“Bangladesh towards a resilient 
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future protecting lives and 
livelihoods” and it contains the 
pledges of giving priority to “the lives 
and livelihoods of the marginalized 
people,” it does not tell much how.

It does not explain why the Prime 
Minister’s pledge to give cash 
support of 2,500 taka to each of 5 
million low-income families could 
not be implemented in full for want 
of data. Finally, 3.5 million families 
could be reached out last year, 
and this year the same number of 
families were given the cash aid. The 
distributing administrative agencies 
could not figure out the rest 1.5 
million families though a number 
of surveys suggest that massive job 
losses in service and informal sectors 
pushed 24.5 million fresh into 
poverty in 2020.

Some 77% of the new poor – 
those who have gone below the 
poverty line during the Covid-19 
pandemic – remained out of the 
government’s relief initiatives, 
according to a study of Centre 
for Policy Dialogue (CPD) and 
Oxfam Bangladesh in association 
with Citizen’s Platform for SDGs, 
Bangladesh.  

Though the economy marked 
some recovery at the end of 2020, 
new poor continued to stay under 
adverse impacts of Covid-19 as their 
incomes were far away from the 
pre-pandemic level even until April 
2021, revealed a joint study of the 
Power and Participation Research 
Centre (PPRC) and the BRAC Institute 
of Governance and Development 
(BIGD). 

However, the government does not 
acknowledge these findings and the 
official statistical agency, Bangladesh 
Bureau of Statistics, could not come 
up with any numbers of poverty or 
job losses in last 15 months since the 
first Covid-19 case was reported in 
the country in March 2020.

Errors of inclusion and exclusion limit 
the benefits of state response to the 

vulnerable, whatever 
small it may be.

Country’s notable and 
one of the most senior 
economists Professor 
Rehman Sobhan 
called it “politicisation 
of social protection 
programmes” causing 
wrong or politically 
motivated selection 
of beneficiaries. 
Referring to his own 
research done before 
the independence, he 
said the long-standing 
problem has become 
more vivid amid the 
pandemic due to lack 
of any measures to 
correct the structural 
issues. Pensions and 
interest payment of 
savings instruments 
are shown as social 
protections to make 
the allocations look 
big, he lamented.

Reflecting the 
government’s 
topmost priority to 
economic recovery, 
the budget offered a wide range of 
tax cuts to protect big businesses 
and promote entrepreneurships in 
areas like automobiles, electronics, 
agro-processing and hospital 
businesses in the hope of bringing 
in more investment and creating job 
opportunities.

But nothing has been said to remove 
hurdles to start a new business in 
Bangladesh and simplify the access 
to finance for small businesses, which 
are worst hit by the pandemic and in 
dire need for cash to restart.

It is well understood that revenue 
earnings would be much less 
than projected. Reforms in the tax 
administration are long overdue and 
budget has failed to give any strong 
message this time too.

The governments all over the world 

are spending generously to spur 
consumption which is the key to put 
the economy back on track during 
recession.

Attending a webinar of the South 
Asian Network on Economic 
Modeling -   SANEM, a leading 
think tank in the private sector, Lant 
Pritchett, a professor at the Blavatnik 
School of Government, University of 
Oxford  said heavy borrowing would 
help countries like Bangladesh to 
recover from the Covid-19 disaster.

Bangladesh has scope to borrow 
more from external sources to finance 
a bigger budget to meet the need of 
the time.

But limited capacity to implement 
stands as a roadblock. The health 
ministry could spend only 30% of the 
money allocated to it for development 



7

works in the outgoing fiscal year.

The dismal performance of the health 
ministry even during the pandemic 
shows how inefficient the implanting 
agencies are.

Here comes the question of 
accountability of the ministries and 
the parliament is the right forum to 
make them accountable.

Professor Rehman Sobhan says 
lawmakers never raise questions 
about the budget implementation 
rather they spend most of the time 
praising the budget.

“Why does our Parliament spend so 
little time discussing the budget?” he 
question. 

The question needs to be answered 
if we want to want to get value of 
development allocations, whatever 
small they are.

As one of the leading trade 
bodies the American Chamber of 
Commerce in Bangladesh (AmCham) 
had placed its recommendations 
to the National Board of Revenue 
before the budget unveiled at the 
National Parliament by the Finance 
Minister. The AmCham also reviewed 
the budget for the 2021/2022 
fiscal year after it was placed by 
the Finance Minister AHM Mustafa 
Kamal and has recommended for a 
two-fold increase in allocations for 
employment generation and poverty 
reduction in the national budget.

Disruption and discontinuation of 
businesses, created unemployment 
and increased the level of poverty 
that calls for establishing a robust 
social safety net system.  Alongside, 
we expect immediate support for 
air-ocean transport business that 
may face serious consequences 
days ahead to attract foreign direct 
investment.

Bangladesh needs to focus on 
logistics and port management to 
ensure smooth supply chain process. 
Ocean carrier vessel arrivals from 
Asia are being delayed by 20 days or 
more and there is no improvement in 
sight. Widespread port congestions, 
equipment shortages and a lack of 
ships will push the return of some 
forms of ‘normal’ in liner shipping 
back to the second half of next year, 
at the earliest.

The government must increase 
the manpower at the Chittagong 
port, the prime port of the country 
to smooth the supply chain in the 
country.

Amcham strongly recommends the 
National Board of Revenue (NBR) 
should have two separate wings 
– one for policy formulation and 
another for policy implementation. 
It also suggested reducing the 
discretionary power of field 
officials of the revenue board to 
boost confidence of investors and 
businesses at the same time to 
focus more on expanding the tax 
net. NBR needs to focus on this 
issue. Attending the webinar of the 
AmCham Planning Minister Abdul 
Mannan has also agreed with this 
proposal that instead of exploiting 
the same people or business house 
the NBR must put its vigor efforts to 
expand its tax net.

“The government has plan to expand 
its tax net up to upa zila level as the 

economic activities are now being 
intensified in remote areas of the 
country,” Planning Minister said.

AmCham also feels that 
modernization of the Customs 
Act, 1969 is the need of time with  
the  launch of a provision for full 
implementation of  Revised  Kyoto 
Convention and  introduction 
of  World Customs Organization  
(WCO), SAFE  Framework  of 

Standards, reduction of corporate 
tax by at least 5%, introduction 
of e-payment and  e-TDS systems 
for submission of tax returns, 
and payment of 5% incentive on 
payments for industries that will 
ensure more transparency to the 
NBR.

Bureaucrats, despite being well 
trained and educated, are not smart 
enough to implement the budget 
in a timely manner, for which this 
perennial difficulty may persist, 
Planning Minister MA Mannan 
agreed. The ministry alone cannot 
take down this bureaucratic barrier 
as the solution lies in inter-ministerial 
coordination.

We appreciate that the Finance 
Minister in his budget speech 
proposed to reduce the corporate 
tax, but at the same time we feel that 
the government should also waive 
both AIT and VAT for manufacturing 
raw materials at least for the next two 
years.

Bangladesh Existing Income Tax Net

% of Tin holders % of Regular Tax Payers

Tin Holders
5000000

TIN holders
5000000,3%

total
population
160000000

Total Population TIN holders Tax Return

Tax Return /
2500000

50%

TIN holders





9

Politics and Economics 
of FY 2021-22 Budget 
in Bangladesh

Akbar Ali Khan, PhD

The national budget in a democratic 
country is as the same time an 
important political document in the 
hands of the ruling party and the 
most powerful economic instrument 
in the hands of the national 
government. Politically the budget 
is the realization of the principle of 
no taxation without representation 
which constitutes the bedrock of 
democracy. The budgetary systems 
make the executive accountable 
to representatives of people for all 
actions which require money.

There are two types of 
government. In some countries, 
budget is controlled by people’s 
representatives. In other countries 
such as Bangladesh, the parliament 
is used as a rubberstamp by the 
executive in giving legal cover to 
the budget. The budget discussion 
is tightly controlled by the executive. 
In Bangladesh, the parliament on 
an average gets 20.7 days time to 
have general discussions on the 
economy and to scrutinize and 

approve all government expenditures 
in annual financial statement and all 
taxation measure in appropriation 
bill. Such an arrangement does 
not give enough opportunity to 
representatives of the people in 
approving the budget.

Ideally, a national budget should be 
a compromise document embodying 
the interests of all stakeholders. 
Actually because of resource 
constraints, budget primarily caters 
to the needs of stakeholders who 
control the national government. This 
pattern holds also in abnormal years. 
FY 21-22 is an abnormal budget. 
The economy was stifled for last 6 
months by pandemic last year as well 
as in the current fiscal year. The FY 
21-22 budget suffers from two major 
weaknesses. First, large businesses 
dominate the parliament and there 
is no effective and independent 
opposition. As a result, the interests 
of medium and small entrepreneurs 
are not given due importance. 
Furthermore, major changes have 

taken place in the society because of 
the unprecedented pandemic. Owing 
to uninterrupted growth, percentage 
of the poor in Bangladesh during the 
last decade dropped dramatically 
to about 22 percent  from about 
40 percent and the size of the 
moderate poor increased leading 
to enlargement of the middle class. 
Now because of the economic 
consequences of the pandemic, 
the new groups of poor as well 
as economically deprived middle 
classes had emerged. These groups 
do not have any political clout. 
Unless there is a miraculous recovery, 
the conditions of these groups are 
likely to deteriorate.

Secondly inequality has been 
continuously increasing in 
Bangladesh. In 1970s, the Gini 
coefficient ratio in Bangladesh was 
among the lowest 20 percent of the 
countries in the world. Now this ratio 
in Bangladesh is among the top 20 
percent of the countries in the world. 
No action has been taken so far 

Budget Snapshot: FY 2021-22 

Budget Size:
BDT 6,036.81 billion

12% Growth 
than Revised FY 2020 -21

Target Revenue:
BDT 3,890.0 billion

10.65% Growth 
than Revised FY 2020 -21

Budget Deficit:
BDT 2,146.81 billion 

14.52% Growth
than Revised FY 2020-21

( 6.2% of the GDP)

Domestic Sources:
BDT 1,134.53 billion

-1.38% Growth
than Revised FY 2020 -21

External Sources:
BDT 977.38 billion

42.86% Growth
than Revised FY 2020 -21

50th National Budget
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to curb this unhealthy trend. High 
income inequality along with the 
deterioration of economic conditions 
of the new poor and diminishing 
middle classes may create an 
explosive political and economic 
situation. There is no appreciation of 
such dangers in the budget.

The Gini index, or Gini coefficient, 
is a measure of the distribution 
of income across a population 
developed by the Italian statistician 
Corrado Gini in 1912.

The goals of FY 21-22 budget are 
obvious. The first and foremost 
goal is to protect the people and 
the economy from the ravages of 
the pandemic. The budget rightly 
provides increased allocations for 
health, education and social security 
sectors. However, these increased 
allocations are not sufficient to solve 
the problems of the poor. There 
are major deficits in governance in 
these sectors. In FY 21-22 budget, 
allocation for the health sector was 
increased. But the total allocation 
in this sector stands at less than 1 
percent of GDP whereas globally 
the allocation for this sector is 
above 3 percent. With insufficient 

allocation and the inability of the 
sector to spend the allocation 
owing to governance weakness, 
health sector will not be able to 
face the ravages of the pandemic. 
The damage to education systems 
may become permanent unless a 
master plan correcting immediately 

the gaps caused by the pandemic is 
implemented. Partisan politics often 
converts social security allocations 
into political weapons leading to 
large scale rent seeking. Unless 
the governance is restored, human 
suffering cannot be reduced and 
growth will not resume as in the past.

FY 21-22 budget should be 
prepared and implemented in such 
a manner that the economy will be 
able to respond to normal economic 
principles as soon as restoration 
process is over. However, the 
government should remain alert to 
the following concerns:

 The proposed deficit target as 
percentage of GDP:

The deficit target as percentage of 
GDP as proposed in the budget 
seems to be reasonable. Yet there 
is need for caution for two reasons. 
First, high government deficits may 

create crowding-out effect in the 
credit market. This may discourage 
private investment and hamper 
economic growth. Secondly, 
there is need for caution in the 
deficit financing carried out from 
external sources. While foreign 
aid is welcome, borrowing from 
commercial markets should be 
carefully scrutinized.

 Reforms in the banking sector:

Bangladesh must implement 
reforms in the banking sector to 
ensure sustainable growth. The 
practice of issuing banking licenses 
indiscriminately on political grounds 
to undeserving entrepreneurs 
should be stopped. In recent years, 
government has given lots of facilities 
to non-performing loans. Many 
of these facilities are likely to be 
abused. In such a scenario many 
banks will face major problems in 
the coming years. The central bank 
should restore discipline in the 
banking sector at the earliest.

Exaggerated statistics:

Government should be careful 
about propagating its success. 
While the government may take 
credit for genuine achievements, 
it should not exaggerate these 
achievements. There are two areas 
where government statistics are 
creating confusion. Government 
statistics on growth are not in line 
with private and public investment 

Focused Points of Budget FY 2021 - 22 

Focused 
Points 

Expand Health Insurance
for peoplebelow poverty
line

Increase in GDP target

10-year Tax Exemption 
for Agro Industries 
Entrepreneurs 

Social Safety Net Program 
has increased little

Bangladesh: Macroeconomic Framework 

Life Expectancy 
increased in the last 

15 years and 
reached 72.6 

years 

Bangladesh attains 
highest GDP growth 

of 5.2% in Asia

IMF Projection: 
economy will grow 
5.0% in 2021 and 

7.5% in 2022

The per capita income 
stands at $2,227 

which was $2,064 in 
FY 2019-20

The poverty rate 
has reduced almost 
50% in the last 15 

years

Foreign exchange 
reserve also crossed 
$44 billion which 

was $0.744 billion in 
FY2005-2006
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and growth in various sectors. A 
budget prepared on concocted 
statistics may be counterproductive. 
Before the pandemic, Bangladesh 
made significant progress in poverty 
reduction on the basis of unusually 
low poverty line in 1970s. But this 
progress is not sufficient. Real poverty 
reduction should be achieved in 
terms of international poverty line 
on the basis of purchasing power 
parity. The progress of poverty in 
Bangladesh is much less dramatic 
in terms of international poverty 
line. We should remember that 
we are not making progress in all 
sectors of poverty. For example, 
the poor in Bangladesh today have 
more food than 30 years back. But 
they are still malnourished. The 
incidence of malnourishment in 
Bangladesh is much higher than 
that of Sub Saharan Africa which 
contains the largest concentration 
of the poor in the world. In some 
sectors of poverty reduction in last 
30 years there has been significant 
retrogression. According to official 
statistics, in the 1990s 98 percent of 
the citizen in Bangladesh had access 
to pure drinking water. Today with 
the discovery of widespread arsenic 
poisoning and pollution of surface 
and ground water at least 50 percent 
of the people do not have access 
to pure drinking water. A person, 
whatever his per capita income 
is, cannot be considered to have 

crossed the poverty line if he does 
not have access to pure drinking 
water. Realistic assessment of growth 
rate and poverty statistics is essential 
to face the post pandemic crisis in a 

developing country like Bangladesh.

State-owned enterprises:

In Bangladesh, many structural 
reforms have been deferred. They 
should be implemented particularly 
in state-owned enterprises. Loss 
making industries owned by the 
government are not only imposing 
burden on the exchequer, they are 
also discouraging the growth of 
healthy private sector. The assets 
of the state are misused by these 
industries. Immediate structural 
reforms in state-owned industries 
should be implemented.

Governance reforms:

 Governance will have to be 

streamlined. Government has 
taken laudable measures for 
digitalization. But digitalization 
is not sufficient for governance 
reforms: digitalization must be 

accompanied by decentralization. 
In Bangladesh, the government is 
over-centralized. In the government 

sector, some very important reforms 
have not been carried out as yet. The 
government should at once reform 
the recruitment process, should 
reform the training programs and 
performance appraisal system in the 
real sense. These are major reforms 
and will take time, but so far we do 
not see any significant measure of 
the government in these areas.

Current expenditure:

In Bangladesh, current expenditure 
of the government is increasing 
and there are two reasons for this 
increase. One is the higher salary 
for the public employees and second 
is the creation of more posts in 
the public sector. But nothing was 
done to raise the productivity of 
the public servants. As a result, 
current expenditure is continuously 
increasing, and the citizens are 
paying higher taxes but are not 
getting the services for the additional 
expenditures of the government.

Megaprojects:

In Bangladesh, we have lot of 
infrastructure deficits. We need lot 
of mega-projects, but we do not 
have resources to implement all 
megaprojects at the same time. 
Government has undertaken a large 

Budget Highlights: FY 2021 - 22 

FY’2021-22 R.FY’2020-
21 Growth FY’2020-

21

Budget Size 6,03,681 5,38,983 12.00% 5,68,000

Budget Size % of 
GDP

17.4% - - 8.6%

Target Revenue 3,89,000 3,51,532 10.66% 3,78,000 

Budget Deficit 2,14,681 1,87,451 14.53% 1,90,000 

Bank Borrowing 76,452 79,749 -4.13% 84,980

Foreign Borrowing 97,738 68,414 42.86% 76,004

Budget Overview (BDT crore)

FY’2021-22 R.FY’2020-21 Growth FY’2020-21

Revenue earnings 389,000 3,51,532 10.66% 3,78,000

NBR Tax Revenue 330,000 3,01,000 9.63% 3,30,000

Non-NBR Tax 
Revenue

16,000 15,000 6.67% 15,000

Non-Tax Revenue 43,000 35,532 21.02% 33,000

Non-Development 
Revenue 
Expenditure

328,840 3,02,547 8.69% 3,11,690

Development 
Expenditure

237,078 2,08,025 13.97% 2,15,043

ADP 225,324 1,97,643 14.01% 1,55,380

Other 37,763 28,411 32.92% 41,267

Budget Deficit (214,681) (1,87,451) 14.53% (1,90,000)

Financing:
Domestic Source 1,13,453 1,15,052 -1.39% 1,09,983

Bank Borrowing 76,452 79,749 -4.13% 84,980

External source, 
(including grants)

1,01,228 72,399 39.82% 80,017

GDP 34,56,040 30,87,300 11.94% 31,71,800

Budget Structure (BDT crore)

Budget Highlights: FY 2021 - 22 

Sector Allocation

Operating and Development Budget Resources Coming from Sources

Defence, 5%Energy & Power, 5%
Agriculture, 5%

Health, 5%

Local Govt & Rural
Dev., 7%

Transport &
Communications,

12% Interest, 11%

Education &
Technology, 16%

Public Administration,
19%

Social Security &
Welfare, 6%

Public Order &
Security, 5%

Housing, 1%

Non-Tax
Revenue,
7.10%

Domestic
Loan, 18.80%

Foreign Loan,
16.20%

Tax Revenue
(NBR), 54.70%

Foreign
Grants, 0.60%

Tax Revenue
(Non-NBR)

2.6%

Recreation, Culture &
Religious Affairs, 1%

Industrial &
Economic

Services, 1%

Miscellaneous
Expenditure, 1%
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number of megaprojects with foreign 
loans. But this loans will have to be 
repaid and the country may face a 
repayment crisis. So, government 

should be careful and some of the 
mega projects should be phased out 
if possible.

Unrealistic revenue target:

 Every year government prepares 
revenue estimates which turn out 
to be imaginary at the end of the 
fiscal year. In most of the years the 
revenue target is not achieved. This is 
a really bad trend. This compromises 
the supremacy of the budget and 
this should be discouraged. The 
government should prepare revenue 
estimates on the best available 
information and should not use 
imaginary assumptions.

New and incomplete projects:

Government should be careful about 
the money. There is no use saying 
that money is not a problem. If there 
was no fiscal problem, a budget 
would not have been at all necessary. 

So the government should be careful 
about the new projects which are 
included in the Annual Development 
Programme (ADP). If their cost 

benefit is not properly evaluated they 
should not be included in the ADP. 
In the current budget the number 
of projects with notional allocations 
was reduced but there is still scope 
for improvement. Furthermore, the 
projects should be implemented in 
time so that cost overrun could be 
reduced.

FY 21-22 budget was not 
prepared following due 
process:

 The government submitted about 
20% of the documents which are 
placed before the parliament during 
budget session in normal years. 
But this year these documents 
have not been prepared as yet. 
These documents are necessary for 
appreciation of this budget. This 
shows that budget was prepared 
in a hurry and this budget should 
be treated as a provisional budget. 
The implementation of the budget 

will have to be monitored and if 
necessary, the budget allocations 
will have to be changed. While 
monitoring and changing the budget, 

attention should be paid to the 
inclusiveness of the new poor and 
affected middle class.

A budget is not merely a political and 
economic document. In the words of 
Jack Lew “Budget is not a collection 
of numbers but expression of the 
values and aspirations.” Politicians 
alone are not sufficient to prepare 
such budgets. As the American 
administrator Chester Bowles rightly 
said, “Government is too big and 
important to be left to politicians”. 
The citizens in Bangladesh should be 
mobilized by the civil society so that 
they can make their contribution to 
the formulation of the budget.

--------------------------------------------

The author of this article is a 
professor of BRAC Business School 
and a former Cabinet Secretary and 
former Finance and Planning Adviser 
of Caretaker government. He can be 
reached at: aknahkhan@yahoo.com

Price Up/ Down: FY 2021 - 22 

• Imported mobile phones
• Sugar confectionary
• Cigarettes
• Alcohol
• Mineral oil
• Soap

• Gold
• PPE
• LPG cylinder
• Sanitary napkin
• Mustard oil

Price Up

Price Down

• Iron bars and rods 
• Motors over 750W
• Vehicle safety glass 
• Rice bran oil
• Meat
• Mushrooms

• Farm machinery
• Garlic
• Sugar
• Detergent
• Diaper
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Revisiting Budget 2021-22
Atiur Rahman, PhD

Introduction: A budget in a 
difficult time

The proposed budget for the fiscal 
year 2021-22 has already been 
placed in the Parliament which is being 
scrutinized by the Members of the 
Parliament. Many experts including 
economists are also giving their 
reactions to the budget proposals. 
The commentatorsnormally tend to 
label each year’s budget in their own 
words. This year some are trying to 
tell us that the proposed budget is 
more businessfriendly. Hence, not 
pro-people! As though businesses 
operate in a void and do not touch 
the people. In an economy where 
80 percent investment is expected 
to come from the private sector as 
indicated by the Eight Five Year Plan, 
why would a business-friendly budget 
not be consumer friendly? And who 
are the consumers? Surely, the people 
of all classes. If the businesses try 
to respond to the demands of the 
consumers, including the small and 
medium entrepreneurs consisting of 
the broadly spread supply chains, how 
then could the budget be anti-people? 
If the public response to Covid-19 in 
terms of additional allocations for the 
health sector (though more could be 
done), social protection, agriculture, 
and education in addition to additional 

tax waivers and holidays is taken into 
consideration, this budget cannot 
be trashed so. Indeed, it appears to 
be quite strategic, balancing both 
short-term and long-term goals. In 
other words, necessary steppingstones 
have been laid in this budget to take 
the country forward in the context of 
its graduation from the LDC status. 
Indeed, it has a vision which fits in 
quite well with the nation’s dream of 
becoming a developed country by 
2041.That does not mean milk and 
honey will start flowing immediately 
after passing this budget. There is 
certainly huge uncertainties among 
small entrepreneurs who are 
strugglingto survive in this difficult 
time of the pandemic. Besides the 
conventional poor, the ‘new poor’ 
who previously earned their livelihoods 
mostly from the informal sector are 
also struggling. Even the middle 
class has not been spared by this 
pandemic.Most of the‘new poor’ are 
transitory and have no access to social 
protection, as there is no system of 
unemployment benefit in Bangladesh. 

Most of them may have been depleting 
their savings for survival. Others may 
have gone to the rural areas as their 
last resort for coping with the disaster. 

The business confidence has been 
seriously affected by the local and 
national lockdowns to contain the 
second wave of coronavirus. The 
condition in the bordering districts 
where infection is on the rise is 
particularly precarious. Given above 
perspectives, we would like to see 
how the budget will respond to the 
unprecedented challenges brought in 
by the pandemic in the broader context 
of attaining sustainable development 
goals by 2030.

The budget cashed on the 
country’s impeccable macro-
economic stability

The 50th budget of Bangladesh derives 
strength from its hard-earned macro-
economic stability. Despite Covid-19, 
Bangladesh has been maintaining 
reasonably better economic growth 
rates. This was 5.2 percent during 
2019-20 fiscal year and is expected 
to be 6.1 percent in the current fiscal 
year. Based on this strength the budget 
aspires to achieve 7.2 percent growth 

rate in the upcoming fiscal year. 
However, this aspiration can only be 
realized if we can bring the corona 
virus under total control.This requires 
huge effort in vaccinating nearly a 

Figure 1 : GDP Growth (%) and CPI Inflation (%) in the last decade   
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hundred million people at the least by 
the end of the fiscal year. The good 
thing is that the Investment-GDP ratio 
has increased from 32.2 percent to 
33.1 percent during the last fiscal 
year from the previous year, despite 
the pandemic. The remittance will be 
24 billion plus USD this fiscal year 
compared to 18 billion USD in the last 
fiscal year. 

The export sector has picked up its 
growth momentum mainly due to 
reopening of the western economies. 
The RMG owners have started getting 

new orders and they expect this 
Christmas will be much more vibrant 
for their customers. So, the industry will 
hopefully regain itsusual momentum 
by October. Following this momentum, 
the forward and backward linkage 
industries and businesses are likely to 
gear up to provide more employment 
to the masses. Another strength of 
Bangladesh’s macroeconomy is its 
capacity to control inflation, which has 
been between 5%-6% for more than a 
decade or so. 

During this fiscal year there has 
been phenomenal growth in liquidity 
injection by the central bank, through 
easing most policy rates in addition 
to several refinance facilities. Yet, the 
budget projects inflation at a rate of 
5.3 percent in the next fiscal year. This 
may be possible as the economy is still 
operating below full capacity and is 
yet to be heated. Also there has been 
significant erosion of income of the 
vulnerable, including the middle class, 

due to the pandemic leading to fall in 
domestic demand. The import costs of 
oil and other necessary consumables 
have also been subdued. The growth 
of import has not been fully recovered. 
So, the risk of imported inflation 
remains low. As such the size of the 
foreign exchange reserve has been 
increasing, providing space for the 
government to invest more in mega 
infrastructure projects. The budget 
clearly reflects this growth supportive 
allocation of public resources with 
a hope that once completed, these 
mega projects will turn out to be ‘game 

changers’ in enhancing both foreign 
and domestic investments, leading to 
increased employment.

The budget flags the agenda of 
‘made in Bangladesh’ despite 
challenges

The challenge, of course, lies in 
easing cost of doing business and 
providing necessary support to 
forward and backward linkage 
service providers for keeping the flow 
of investment continuously robust. 
This budget provides severaltax 
waivers and holidays for domestic 
industries, mostly small and one-
person owned companies, including 
women entrepreneurs who will enjoy 
Taka seven million as the threshold 
for turnover taxation. In addition, 
many electronic, electric, agricultural 
processing industries, and motor car 
industries have been given longer 
term tax holidays. The health sector 
entrepreneurs will also receive similar 

benefits if they establish hospitals 
outside Dhaka. Also, exporters 
including apparel industries have 
benefited from further reduction of 
taxes at source and easing of VAT 
collections. All these tax facilities aim 
to encourage those who are willing 
to push the agenda of ‘made in 
Bangladesh’.

The budget plans to strengthen 
the conventional pillars of 
inclusive growth

Let us look at some sectoral allocations 
to better understand the focus of 
the proposed budget. The budget 
has been supportive of all three 
pillars of Bangladesh’s success in 
sustaining persistent inclusive growth 
process. Firstly, the allocation for 
agriculture has risen by 7.3 percent. 
In addition to investment in increased 
mechanization of the sector, several 
new initiatives like 32 home gardens 
of nutritional vegetable in each union, 
market for farmers in 41 districts, 
regional SAARC seed bank, and 
revamping digital marketing platform 
for the agricultural products auger 
well for agricultural transformation. 
The central bank’s regulation to 
allow rescheduling of agricultural 
loans without any down payment is 
another move in the right direction. 
I only hope the stimulus packages 
declared for farmers and CSMEs 
get similar positive support from the 
central bank for speedy and inclusive 
recovery of the economy. Secondly, 
the continuation of cash incentives of 
two percent on the remittance also 
deserves to be applauded, as this has 
helped formalize the inward inflow 
of remittance. More could be done 
to create more innovative savings 
products like green bonds/sukuks 
in addition to the existing treasury, 
premium and other bonds, which may 
be operated digitally by Bangladesh 
Bank and other authorized dealers 
in commercial banks. Thirdly, while 
the continued support to the RMGs 
by the budget is well taken, a level 
playing field should be created for 
other exporting industries to achieve 
much needed export diversification 

Figure 2: Remittances Inflow and Export Earnings (in Billion US$) in last decade
 

11
.7

 

12
.8

 

14
.5

 

14
.2

 

15
.3

 

14
.9

 

12
.8

 

15
.0

 

16
.4

 

18
.2

 

22
.8

 22
.9

24
.3 27

.0

30
.2

31
.2

34
.3

34
.7 36

.7 40
.5

33
.7 35

.2
 -

 10.0

 20.0

 30.0

 40.0

 50.0

 60.0

 70.0

Bi
lli

on
 U

S$

Remittances (billion US$) Exports (billion US$)

Source: Annual Report, Bangladesh Bank* P denotes provisional estimate up to May 2021



16

and growth of other world class 
entrepreneurs as the country moves out 
of LDC group.

The 18 percent increase in social 
protection allocation ofTaka one trillion 
crore plus reveals the government’s 
commitment to respond to the needs 
of the extreme poor, whose numbers 
must have increased significantly 
in the pandemic. If the pandemic 
persists, there may be a need for more 
allocations in this sector. There must be 

a special focus on the urban poor who 
are mostly climate refugees andhardly 
have any access to social security 
programs like the ones available in 
rural areas. There must be a special 
relief or social protection allocations 
to the bordering districts where covid 
infections have gone up astronomically 
leading to local hard lockdowns. The 
livelihood challenges in these districts 
have intensified manyfold in recent 
days. The government made a smart 
move by pledging to provide significant 
corporate tax breaks to enterprises 
who will employ at least 10 percent or 
100 employees from disadvantaged 
segments of the society, including 
the third gender population, snake-
charmers), and minority ethnic groups. 
However, this minimum number of 
employees could be a barrier for some 
enterprises in getting this tax benefit. A 
flexibility with proportionate approach 
could be a better option. No doubt, 
these are positive moves. However, 
unless there is an attempt at digital real 
time monitoring of the actual recipients 
and payments made through a digital 
financial system, there will always be a 
scope for leakages here. Fortunately, 
the government has started using 
mobile financial systems in reaching 

the beneficiaries and I am sure more 
will happen in this direction. For that 
matter, we need to have more credible 
data bases for efficient management of 
the social protection programs.

Education remains an Achille’s 
heel

Education is yet another sector 
which deserves to beprepared 
in a participatory manner. This 
was already a very weak sector in 

terms of performance indicators of 
learning. The on-going pandemic 
has further accentuated the crisis 
in this sector. The digital divide has 
been more pronounced in this sector 
as most of the rural and even urban 
disadvantaged students are out 
of reach of the online education. 
Obviously, more focused attention 
was expectedfrom the government in 
addressing these challenges through 
its upcoming budget. The budget has, 
of course, allocated 16 percent for 
mainstream and technical education. 
Many experts think that this ought to be 
increased to more than 20 per cent in 
line with the strategic plan of the sector. 
The learning loss of rural students as 
well as a substantial portion of urban 
students has indeed been significantly 
high. Fallouts like dropping out, early 
marriage of adolescent rural girls, 
and loss of income of the teachers 
in private educational institutions 
must have occurred at alarming 
rates. Money alone, however, cannot 
address these challenges. We need to 
decentralize our educational system 
and infuse more qualified teachers if 
we want to improve the quality of our 
education. We may have to develop a 
blended campus with enough digital 

infrastructures for the educational 
institutions. The budget was quite shy 
on the digital divide, and the cost 
of internet and devices that should 
have been reduced by providing tax 
incentives to the provider. Of course, 
the BTRC has given a regulation on the 
single rate of data sale throughout the 
country, which could offer some relief 
to the rural users. The government 
could also think about more intensive 
use of the four terrestrial television 
channels for virtual teaching purposes, 
which could be useful to the rural 
community where the quality of 
teaching remains low. Taxing private 
universities was not a good move 
either.

Where will the money come 
from?

So far, we have been talking about 
allocations and tax waivers. What 
about the revenue mobilizations? 
The revenue target for the NBR has 
been set realistically lower in this 
budget taking into consideration the 
impact of the pandemic. This is okay. 
However, the budget could have given 
some strategic directions to the NBR 
on urgent need for its reforms and 
modernization. The CAG is apparently 
working with the NBR to digitize its 
accounting system in alignment with 
other government accounts. The 
government accounts are getting the 
benefit of electronic fund transfer, 
automatic clearing house and other 
state of the art payment settlement 
systems of Bangladesh Bank. Why 
shouldn’t NBR take this opportunity 
and make its payment system more 
digital and transparent as desired 
by the CAG? I wish good luck to 
the CAG for making this happen. 
The NBR should also enhance its 
capacity in terms of more trained 
human resources, new recruitments, 
allocation of more officials to follow 
up on thousands of pending cases 
in the courts, and appointment of a 
smarter panel of lawyers to fight those 
unresolved cases involving stuck up 
of more than Taka forty-one thousand 
crores. It can also push for ADRs to 
quickly settle the cases. Moreover, 

Figure 3 : Fiscal policy initiatives to revamp agriculture sector  
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there must be a ‘carrot and stick’ 
policy to give a signal to the would-
be taxpayers that they will get better 
public services if they are in the tax 
net. The NBR can also take the help 
of the established research institutes to 
carry out surveys on the new taxpayers. 
The rural growth centers are potential 
sources of new taxpayers. Also, the 
NBR could have collected more 
revenue from the tobacco sector if it 
were taxed more across the board. 
Tobacco is at the root of many non-
communicable diseases. The smokers 
are easier victims of Covid-19 as 
well. So, why so soft on the tobacco 
enterprises? Supplementary duty on 
the tobacco products remains same 
in the proposed budget. Only the 
retail price of high slab and premium 
slab cigarette has been proposed to 
increase BDT 5 and BDT 7 respectively. 
But, if taxation on the tobacco 
products would have been increased, 
the revenue earnings of NBR can 
be increase as well as the tobacco 
induced public related health cost can 
be reduced. At the same time, NBR 
could not be similarly soft to the MFS 
providers. Their corporate tax rates 
have been jacked up from 2.5% to 
7.5%. This is, indeed, a punishment for 
these fin techs which did so much to 
keep the payment system afloat during 
the pandemic, particularly for the lower 
income groups and smaller startups 
and SMEs.

The proposed budget has a deficit of 
6.2 percent which will be borrowed 
from international financial and 
development agencies, as well as from 
domestic sources including the banking 
sector. Given the comfortable Tax-GDP 
ratio, there is almost no threat of rise 
in inflation. This proportion of budget 
deficit looks fine to me, given that our 
revenue collection remains so low.

Without vaccine we cannot just 
move ahead

Let me end this piece by refocusing 
on the health sector which has been 
allocated only 5.4 per cent of the 
budget, including a block allocation 
of Taka Ten thousand for the purchase 

and management of vaccines. This 
cautious allocation to health must 
be due to the lack of capacity and 
‘reputation’ of efficient and transparent 
spending of the money. However, 
there is a need for immediate reform 
of this sector. There must be better 
monitoring, preferably with digital 
technology, of the public spending 
on health by either the Ministry of 
Finance or a joint committee to bring 
back public confidence on this lagging 
sector.

Finally, allocations alone will not take 
us far in meeting the challenges of 
the pandemic as the availability of 
vaccines remains a big hurdle. Yet, 
this should remain the top priority. 
This virus is going to stay with us for 
some time. So, in addition to healthy 
implementation of whatever has been 
allocated for the health sector, we 
must be ready to spend as much is 
needed for procuring vaccines from 
whatever sources are available. There 
is no alternative to smart diplomacy 
and blanket commitment of fund to get 
vaccines at any cost. Otherwise we are 
stuck in all fronts.

Civic Activism for wearing 
mask-a must

Until most of our population is 
vaccinated, we must continue to 
campaign for all out adoption of 
masking culture, social distancing and 
hand washing. And here, there must 
be a ‘whole of society’ approach. The 
government alone cannot accomplish 
all this. Social mobilization by the 
local governments, NGOs, media, 
social help groups academia is a 
must for universal mass wearing of 
masks to tide over the second and 
subsequent waves of coronavirus. 
The budget should come up with 
immediate emergency allocations, 
not necessarily a big amount, for this 
Covid response. The new regulation 
by Bangladesh Bank on CSR support 
for social response to the pandemic 
can also be helpful now. Mind it, we 
have a very strong legacy of innovating 
low-cost health solutions like Oral 
Saline, universal immunization, 

defeating tuberculosis, uprooting polio 
and smallpox through collaborative 
partnerships between the government 
and non-government actors. We have 
also developed a strong infrastructure 
for vaccinating all our children going 
deep into the grassroots. So, if we can 
get the adequate supply of vaccine, we 
can inoculate most of our population 
in the quickest possible time. Don’t 
worry about the money for procuring 
vaccines. Besides international 
multi-lateral partners like ADB, WB, 
IMF, JICA and others, we can also 
mobilize foreign exchange from our 
domestic sources given our healthy 
foreign exchange reserve buoyed by 
steady flow of inward remittances 
and upturn in the export earnings. 
If we could have completed mega 
infrastructural project like the Padma 
Bridge cashing on our strong foreign 
exchange supplies, why cannot we 
spare dollars for buying vaccines. 
Surely, we can. After all vaccination 
has now become a desired economic 
policy for recovery from the pandemic. 
The return could be much greater 
from this investment in procurement 
of vaccines. And we will, if the supply 
chains are restored. But the last word 
is, of course, our total commitment for 
abiding the desired health protocols 
including universal mask wearing. If 
possible, make the reusable surgical 
masks (which our RMG factories can 
produce at a very nominal cost) freely 
available to the low-income groups. 
Let there be community mobilization 
so that volunteers touch base door to 
door with a clear message of wearing 
masks and follow the health rules. For 
that matter widespread civic activism is 
a must. Let’s rise to the occasion in this 
difficult time as well. We have shown to 
the world that we can fight unitedly the 
disasters, both natural and manmade, 
in the past. Why not this time as well?

-------------------------------
The author of this article is Bangaband-
hu Chair Professor at the  Dhaka Univer-
sity, Chairperson, UnnayanShamannay, 
a leading think tank in the private sector 
and former Governor of the  Bangladesh 
Bank, the central of the country. He can 
be reached at dratiur@gmail.com.
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Bangladesh, geographically, lies 
between 20°34” and 26°38” N 
latitude and 88°01” and 92°41’ E 
longitude, has an area of 147,570 
Sq. km, bordered by India on three 
sides -West, North and East and a 
short strip of land of Myanmar also 
borders in the East while on the south 
lies the Bay of Bengal with its warm 
blue water. The hills at its head  (on 
the North and Eastern parts, an 
extension of the Himalayan ranges) 
keeps the country safe from cold 
waves from Siberian belt  and at the 
feet the Bay of Bengal balances the 
hot temperatures of its being on the 
tropical cancer line.  Bangladesh is a 
deltaic plain of the three major river 
systems of South Asia - the Ganges, 
the Brahmaputra and the Meghna, 
the land is formed with the alluvial 
soil of these rivers. Green paddy fields 
and vegetation are found all around. 
The most significant characteristic 
of the landscape of Bangladesh is 
its extensive networks of rivers and 
magnificently moving monsoons 
contributing a great deal to shape 
the socioeconomic life of the country.
The Population of Bangladesh is over 
168.31 million (2020) , growth rate 

Bangladesh Budget,
In Half Century

Muhammad Abdul Mazid, PhD

now being 1.01%.is one of the most 
densely populated countries (990 per 
sq. km.). 80% of the population live in 
the rural areas. Of the total population 
47% are in the civilian labour force, 
male 29.14% and female 17.86%.
Per capita gross national  income 
(PCGNI) is $2,227 in 2021. In 
terms of human development Index, 
Bangladesh ranked 133rd out of 
189 countries. (Human Development 
Index, HDI, UNDP 2020).

The Setting

Bangladesh -- was a prosperous 
region of South Asia until modern 
times. It had the advantages of 
a mild, almost tropical climate, 
fertile soil, ample water, and an 
abundance of fish, wildlife, and fruit, 
forming a favourable standard of 
living comparing with other parts of 
South Asia. As early as the thirteenth 
century, the region was developing 
as an agrarian economy. It was not 
entirely without commercial centers, 
and Dhaka in particular grew into an 
important entrepôt during the Mughal 
Empire. The British, however, on their 
arrival in the early seventeenth century, 
chose to develop Kolkata as their 
commercial and administrative center 
in South Asia. The development of 
Bangladesh was thereafter limited to 
agriculture. The colonial infrastructure 
of the eighteenth and nineteenth 
centuries reinforced of this land’s 
function as the primary producer--
chiefly of rice and jute--for processors 
and traders in Kolkata and beyond. 

The economy of Bangladesh at the 
time of its independence in 1971 
after the victorious end of the War of 
Liberation was characterized by very 
high density of population, extreme 

poverty  and chronic malnutrition 
and the most significant problems 
of that time were the repairing 
of the damages in the country’s 
infrastructure caused by the war 
and the rehabilitation of the 8 to 
10 million people returning from 
India, where they fled to take shelter 
in the desperate move to avoid 
atrocities by the Pakistani army and 
their collaborators. The new country 
was also having the gigantic task of 
recovering from a severe cyclone 
that hit the area in November 1970 
and caused 250,000 deaths. The 
nation state had faced the problem 
of critical shortages of essential food 
grains and other staples. There were 
only a few experienced entrepreneurs, 
managers, administrators, engineers, 
or technicians. External markets for 
jute, the country’s major export item 
were lost because of the instability of 
supply and the increasing popularity of 
synthetic substitutes. Foreign exchange 
resources were minuscule, and the 
commercially exploitable industrial 
resources, except for natural gas, 
were lacking. The liberation war had 
crippled the transportation system. 
Hundreds of road and railroad bridges 
had been destroyed or damaged. 

After West Pakistani owners of 
industrial enterprises fled in 1971, 
the government had to take over 
managing and operating more 
than 300 medium- and large-scale 
industrial plants, which represented 
nearly 90 percent of the value of all 
such enterprises in the Bangladesh. 
The government organized public 
corporations to oversee the 
major industries and the main 
government institution responsible for 
coordinating national rehabilitation 
and development was the Planning 
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Commission, which prepared plans 
that directed economic priorities for 
five-year periods. 

The First Five-Year Plan covered the 
period July 1973 to June 1978. It 
was succeeded by a two-year plan, 
covering the period July 1978 to 
June 1980, which was followed by a 
year-long hiatus. The Second Five-
Year Plan (1981-85) and the Third 
Five-Year Plan (1985-90) put the 
planning process back on track. The 
broad objectives of the subsequent 
Fourth (1990-95), Fifth (1997-2002) 

, Poverty Reduction Strategy Papers ( 
PRSP), Sixth ( 2011-15)  and Seventh 
(2016-20) Five year Plans   were to 
reduce poverty, bring down the rate of 
population growth,, increase exports, 
and domestic savings , attain self-
sufficiency in food production, and 
realize an annual growth of the gross 
domestic product. These ambitious 
goals went well beyond the previous 
actual performance of the economy. 

Over the fifty years since 
independence Bangladesh had 
significantly gained in terms of 
growth and development and once 
discarded as a country of having any 
potential for development, has now 
become a role model in overcoming 
the problems of underdevelopment, 

Bangladesh has now fulfilled all the 
criteria for graduation from the status 
of a least developed country (LDC) 
to a developing one. Table I below 
presents key economic indicators of 
Bangladesh and the changes in their 
value during the period between FY 
1973 and FY 2020.

Budget And Budget Structure

The Bangladesh national budget 
has had development and non 
development components. The 
non-development budget consists of 

recurrent expenditure + net lending + 
net food outlay + non-ADP programs, 
salaries and allowances, supply 
costs, service costs, operating costs, 
maintenance costs, etc., are part of 
recurrent expenditure. Net lending 
refers to net payments (payments 
minus receipts) of loans and advances 
to state-owned enterprises and 
government servants.  Net food outlay 
refers to net government spending 
(food imports in excess of exports) 
subsequently provided as safety nets to 
the very poor. Safety net provisions are 
made as food-based transfers rather 
than as conditional or unconditional 
cash transfers. Non-ADP programs are 
programs of a development nature but 
excluded from the ADP and financed. 

Table 1: Macro Economic Indicators
Indicator FY1973 FY1981 FY1991 FY2001 FY 2008 FY 2011 FY 2019 FY2020*
Population (Million) 76 90 110 131 143 158 166 168
GDP growth Rate 3.3 7.2 3.5 5.1 6.2 6.5 8.2 5.3
Per capita GNI per annum ( US $) 120 260 320 428 660 890 1940 2064
Investment ( as  % of  GDP) 9.6 23.9 16.9 23.1 26.2 28.3 31.6 31.7
     Public ( as % of GDP) 0.6 9.3 6.6 7.25 4.5 5.8 8.0 8.1
      Private (as % of GDP) 19.0 14.6 10.3 15.9 21.7 22.5 23.5 23.6
Agriculture as % of GDP 49.8 44.2 28.4 24.1 20.1 20.1 12.7 14.2
         Crop as % of GDP 39.7 21.1 18.4 14.2 11.2 10.7 8.7 6.7
Industry as % of GDP 9.0 10.5 20.4 25.2 28.6 30.4 29.6 35.7
         Manufacturing as % of GDP 3.1 3.8 12.5 15.0 17.1 18.4 23.5 24.2
Export as % of GDP 5.6 4.9 5.5 13.7 17.8 20.5 13.1 12.22
Remittances as % of GDP 0 2.6 2.5 4.0 10.0 10.4 11.4 11.6
Imports as % of GDP 13.6 17.5 11.2 19.7 25.6 30.1 18.3 15.3
ODA as % of GDP 8.8 7.9 5.6 2.9 2.4 1.6 1.9 1.5
DSL as % of (Export+ Remittance) - 16.2 12.8 7.2 3.5 1.6 1.6 1.7
Fiscal Balance as % of GDP -15.5 -9.1 -3.3 -4.1 -5.3 -1.3 -5.23 -5.4
Current A/C Balance as % of GDP -1.4 -5.0 -3.1 -1.7 0.9 -0.6 -1.7 -1.6
Foreign Currency Reserve  (Mn $) 159 277 880 1386 5796 9123 32430 44016
Tax as % of GDP 3.4 5.69 5.96 7.8 9.06 10.1 9.3 8.9

Source: Ministry of Finance, GoB ,Bangladesh Economic Review  * Provisional

As a part of reforming the Public 
Sector Accounting and Auditing 
(PSA), Bangladesh has introduced 
and applied the Integrated Budget 
and Accounting Systems (iBAS), a 
computer based network introduced 
with support of the association of the 
donor agencies. The government 
has had economic policies, which 
are basically reflected in the budget. 
Through the budget, the government 
mobilizes and allocates resources, 
accelerates capital formation, 
and creates greater employment 
opportunity and equal distribution 
of resources.Bangladesh inherited a 
public financial management (PFM) 
system modeled according to the 
needs of the colonial administration 
in the Indian sub-continent. The PFM 
system though evolved over time 
to cater to the development needs 
of the country essentially retained 
the features of a system focused on 
controlling inputs with an emphasis 
on following administrative orders. 
The procedures and processes were 
laid down in a myriad of financial 
rules and regulations, codes and 
manuals, government orders and 
circulars. On the whole, there was a 
clear lack of an enabling environment 
for improving practices. Series of 
public financial reform programs were 
undertaken since the 1990s onwards, 
which undoubtedly improved the 
management of public resources, but 
the results fell short of expectations. 
Until the government embarked on 
reforms in the mid-1990s, budget 
formulation was entirely input 
focused: an annual number-crunching 
exercise with no link to policy and 
performance. In reality it was observed 
that Budget execution lacked efficiency 
with a rush of expenditure towards the 
end of the fiscal year compromising 
the quality of spending and the 
treasury operations were highly 
centralized. The accounting and 
reporting system was manual and not 
consistent with international standards, 
and failed to generate quality fiscal 
information in a timely manner. 
External audit and oversight were 
not sufficient to hold public officials 
accountable.
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Reforms In Macro- Economic 
Arena

There had been a decline in the 
world savings in proportion to 
world income over the past five 
decades and because of this, not all 
countries can get enough foreign 
capital inflows to maintain their 
level of domestic investments. The 
decline in foreign capital inflows to 
developing countries has necessitated 
structural adjustment in the form 
of an increase in export earning or 
a reduction in import expenditure. 
The national accounting identities 
imply that the adjustment must also 
raise national savings or reduce 
domestic investments. To maintain or 
increase rates of economic growth, 
the adjustment must be in the form 
of increased exports and increased 
national savings. The governments 
of most countries with varied income 
levels and also, following different 
ideologies have come to recognize the 
need for reforms to increase economic 

efficiency and flexibility.

At the most abstract level, adjustment 
programs use changes in fiscal, 
monetary and sectorial policies 
and redirect economic activities 
through changes in regulations and 
institutions, relative prices and the 
level of spending. The real exchange 

rate and the real interest rate are key 
relative issues because they both affect 
economic activity and saving as well 
as export and import and the rate of 
investment.

Transformations to Ensure 
Financial Sector Development

Over the years it was observed that 
the financial sector reforms need to be 
complemented by parallel reforms to 
ensure financial sector development. 
Parallel reforms would encompass (i) 
private sector development; (ii) good 
governance, particularly in enhancing 
transparency and information 
disclosure and dissemination; and (iii) 
capacity building among the regulator, 
market participants, and professionals, 
including accountants and auditors.

The growth of the financial markets 
critically depends on the development 
of the country’s private sector which 
would form the base of investors and 
issuers in the market. The emergence 

of an enabling environment within 
which the private sector can thrive, 
unhampered by administrate fiat 
and other constraints, is a necessary 
prerequisite to be better resource 
mobilization and more efficient 
intermediation. Donor projects geared 
to this purpose are supported by 
various agencies including Asian 

Development Bank, the Development 
Fund for International Development of 
the United Kingdom (DFID), the Japan 
International Cooperation Agency 
(JICA), and the World Bank addressing 
structural and institutional barriers to 
private sector development. 

Donor assistance demanded 
close coordination to leverage the 
respective resources available and 
should capitalize on comparative 
advantage to maximize development 
effectiveness. The $150 million ADB 
Good Governance Program for 
Bangladesh introduced governance 
reforms through a broad and 
comprehensive approach. The 
objectives of the program were to (i) 
strengthen the ongoing consensus 
building on good governance, 
integrity, and reforms; (ii) support 
judicial reforms which emphasize 
the performance, transparency, 
and accountability of the judiciary, 
particularly in its role in the 
anticorruption agenda; (iii) strengthen 

the role and reach of the Anti-
Corruption Commission so that it 
can fight corruption more effectively; 
and (iv) bring good governance 
and anti corruption initiatives into 
the mainstream within selected 
sector agencies to enhance their 
effectiveness. 

Table 2: Macroeconomic Indicators: Public Budget
(Figures other than in column for % in Billion Taka)

Resources coming from Utilization of Resources As % of GDP
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1972-73 1.6 0.1 1.7 0.5 2.2 2.1 0.2 0.1 2.4 5.0 20.5 -15.5
1977-78 10.0 0.3 10.3 2.6 12.9 9.4 12.2 0.2 21.8 7.5 15.4 -7.9
1982-83 20.2 1.3 21.6 5.5 27.1 21.5 24.3 2.6 48.4 9.9 14.8 -4.8
1987-88 39.5 3.8 43.7 7.8 51.5 47.3 40.5 9.7 97.5 8.7 14.4 -5.7
1992-93 86.4 4.6 91.0 23.5 114.5 84.7 62.9 14.9 162.5 8.8 13.5 -4.72
1997-98 138.0 15.9 153.9 36.3 190.2 142.3 108.7 7.6 258.6 9.4 13.5 -4.14
2002-03 237.5 12.0 249.5 61.7 311.2 253.1 176.5 9.5 439.1 10.4 14.5 -4.1
2006-07 374.8 17.7 392.5 102.2 494.7 454.1 179.2 35.1 668.1 10.5 14.1 -3.6
2007-08 474.6 20.4 495.0 125.3 620.3 574.3 225.0 136.8 936.1 11.4 17.2 -6.2
2008-09 525.3 25.3 550.6 136.5 687.1 671.2 247.1 23.1 941.4 11.2 15.2 -4.0
2017-18 2250 72 2322 273 2595 2106 1537 72 3715 10.0 8.6 -3.9
2018-19 2800 96 2896 270 3166 2667 1670 88 4425 12.5 10.5 -5.0
2019-20 3005 126 3131 350 3481 2953 1929 134 5016 12.4 10.6 -5.5

Source: Bangladesh Economic Survey, Ministry of Finance
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The scope of the economic reforms 
that needed in the developing world 
varies widely. In Bangladesh it was 
needed to privatize state-owned 
enterprises or invest in education, 
health, and infrastructure. Everywhere 
these measures are based on macro-
economic stability. Reforms have 
had to deal with tradeoffs among 
macro-economic, political and even 
social policies. Adopting positive real 
interest rates could lower the burden 
of credit subsidies but increased 
the cost of servicing domestic debt. 
Lower tariffs might initially reduce 
government revenues, whereas shifting 
from quantitative restrictions to tariffs 
generally raise them. The net effect 
had been a bigger fiscal deficit.

The sequencing of the institutional 
restructuring at the macro level and 
the price liberalization are required to 
be decided carefully. It is quite clear 
that it would be counter-productive 
to adjust and liberalize prices before 
economic agents have the incentives 
and sufficient freedom to respond. 
Regarding the sequencing of domestic 
institutional and price measures on 
the one hand and liberalization of 
foreign trade and rate of exchange on 
the other, the flexibility of exchange 
rate movements and convertibility 
are required to be established at a 
relatively early state of the reform 
process.

If reforms are to succeed investment 
must respond. Expectations of the 
business community are crucial to 
induce investment. Macroeconomic 
stability also makes reform of the 
financial sector more likely to succeed 
and thus supports the development of 
capital market that can foster private 
investment. The aim of financial 
reform is to increase savings and 
to see them used more efficiently, 
effectively and economically. In many 
cases, it involves removing interest rate 
ceiling to achieve positive real interest 
rates, and abolishing regulation that 
affect the size and condition of bank 
credit. Close link with world financial 
markets require domestic interest 
rates to be high enough relative to 

international rates for investors to keep 
their financial assets in the country. 
For this to work, macroeconomic 
stability and strong bank supervision 
are both needed to be in place. In 
reality this could not happen as easily 
as it was perceived and expected in 
Bangladesh.

Public Expenditure 

Fiscal discipline has been a strength 
in macroeconomic management 
in Bangladesh’s. Budget deficits 
have been consistently maintained 
at prudent levels over time. 
Consequently, public debt is low, and 
Bangladesh is assessed to be at low 
risk of debt distress over the medium 
to long term. This assumed sustained 
economic growth at 7-8 percent 
every year for the next 20 years. 
However, contingent liabilities are 
there, particularly those from state-
owned financial and non-financial 
enterprises, created risk putting 
pressure on the fiscal stance. Low 

revenue mobilization and weak public 
investment management have limited 
the growth and equity impact of fiscal 
policy. Tax revenues and expenditures 
also appear to be procyclical, implying 
that fiscal policy does not act as an 
automatic stabilizer, thus complicating 
the management of macroeconomic 
stability challenges.

In Bangladesh the government 
spending policies of the national 
budgets have been assigned a key 
role in the economic development 

and growth process. However, they 
could have detrimental ramifications if 
obscurely managed. Thus, the nature 
and degree of this expenditure and 
revenue patterns determine the overall 
quality of the government finances in 
Bangladesh. Although government 
spending increases steadily, since 
1976 but the composition and 
patterns of government spending 
has changed dramatically. Thus, it 
has been observed that although 
total public expenditure is rising in 
Bangladesh, development expenditure 
actually squeezed in the country to 
maintain rising revenue expenditures. 
In addition, sector-wise allocations to 
public resources have been reduced 
for some key sectors that are directly 
productive in nature like agriculture, 
and manufacturing industry. At the 
same time, increased proportional 
allocations of resources to sectors 
like education and health have been 
realized.

Bangladesh reached a lower middle 

economy status in FY15 by attaining 
per capita income of USD $1,314. 
Article 15 of the Constitution of the 
People’s Republic of Bangladesh 
requires that the country should follow 
the path of a planned economic 
growth for realizing its development 
objectives. In Bangladesh, the main 
objectives of public expenditures are 
to improve the living standard of the 
people, develop human resources 
and physical infrastructure and 
reduce poverty. Thus, rapid economic 
development is possible only through 
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government expenditure. An increase 
in government expenditure puts a 
ripple effect in the economy by raising 
aggregate demand and productivity, 
which eventually leads to a higher 
level of employment and wages and 
thus reduces poverty by accumulating 
wealth with a favor to the poor 
people. Bangladesh is currently 
undergoing substantial structural and 
macroeconomic changes. How the 
size and composition of government 
spending influences these changes 
are yet to be made clear.  The role 
of governance is to be assessed the 
quality of bureaucracy in determining 
the efficacy of public spending in 
improving human development 
outcomes and by the level of 
corruption. It is empirically found that 
the differences in the efficacy of public 
spending can be largely explained 
by the quality of governance. Public 
health spending lowers child mortality 
rates more in countries with good 
governance. Similarly, public spending 
on primary education becomes 
more effective in increasing primary 
education attainment7 and public 
spending has virtually no impact on 
health and education outcomes in 
poorly governed environment.

Revenue expenditures of the 
government of Bangladesh as a 
proportion of GDP had increased to 
11.56 percent in the FY 2014-15 
from 4.19 percent in the FY 1974-75. 
This shows a continuous increasing 
trend of government spending in 
the country as a proportion of GDP. 
Also, development expenditures as 
proportion of GDP in Bangladesh 
shows a slow and steady increasing 
trend, from 3.40 percent in the year 
1974-75 to 4.76 percent in the year 
2014-15. Recent records show that 
government spending in Bangladesh 
averaged BDT 1034.34 Billion during 
the years between 2011 and 2020, 
reaching an all time high of BDT 
1745.09 Billion in 2020 and a record 
low of BDT 466.84 Billion in 2011.

Patterns of Revenue 
Expenditure

Revenue expenditure includes 
expenditure incurred on normal 
running of the government 
departments and maintenance such 
as expenditure salaries of employees, 
interest payment on past debt, 
subsidies, pension, spending on 
procurement for its hospitals, spending 
on operation and maintenance of 
its assets, etc. It is observed that the 
share of revenue expenditure in total 
expenditure of the government was 
55.20 percent in FY1974-75 and 
the share increased to 74.65 percent 
in FY2014-15. This means that the 
government expenditure on current 
activity was increasing in absolute 
terms. As against this, the share of 
development expenditure to total 
expenditure continuously declined over 
time – the share was 44.80 percent in 
FY1974-75 and decreased to 25.35 
percent in FY2014-15. 

It is also observed that revenue 
expenditures in all component heads 
have increased in absolute terms, 
although the proportionate shares in 
some cases had decreased. 

Patterns of Development 
Expenditure 

Development expenditures mainly 
include financing of public 
investment projects, which include the 
construction of public infrastructure, 
such as roads, bridges, electricity 
grids and telecommunication. The 

Annual Development Program (ADP) 
specifies the list of projects to be 
implemented during a particular fiscal 
year. The ADP details the development 
expenditure programs sector-wise, 
ministry-wise, and agency-wise. At a 
very early stage in the budget process, 
agreement is reached at the highest 
level, with the participation of Budget 
Monitoring and Resource Committee 
(BMRC) headed by the Minister of 
Finance on overall resources and 
expenditures for any particular year. 
The patterns of public development 
spending have undergone 
significant changes, reflecting the 
changing developmental role of the 
government under the economic 
reforms .Development expenditure 
in Bangladesh has been categorized 
into eight sectors, namely, Agriculture, 
Industry, Power and Natural Resource, 
Transport and Communication, 
Education and Training, Health, 
Physical Planning and Housing and 
others. Sector share

The 7th Five Year Plan (2016-2020) 
focused on further reforms aimed at 
sustainable, productive employment 
for a growing labor force, and 
proposes a substantial increase 
in investment, including public 

investment, to spur economic growth 
rates to 8 percent per annum. The 
plan also included social development 
and the development of a more 
citizen-centric set of institutions. 
In short, the 7th Plan has had two 

Box-1 The share of expenditure on sectors in Total Revenue Expenditure

Sectors Comments

revenue collecting department fell to 9.23% in FY2014-15 from 24.45% in FY1974-75. Fur-
ther fell to 7.06% in 2020-21

civil administration decreased from 24.45% in FY1974-75 to 9.23% in FY2014-
15 but the share rose to 21.05% in FY2020-21.

Defense increased from 13.43% in FY1974-75 to 18.72% in FY1994-
95. Thereafter it began to fall and in FY2014-15 it reached 
11.61% while in 2020-21 it again rose to  15.30%-.

Education shows an increasing trend till FY1994-95, it rose from 15.59% 
in FY1974-75 to 19.11% in FY1994-95. But thereafter it came 
down to 12.96%  in FY2014-15 and it further came down to 
10.3% in 2020-21 

Health rose from 5.66% ( 2001-02)  to 8.13% in FY 2020-21

interest payments Rose from 5.93%  ( 2011-12) to 12.55% ( 2016-17) then fell 
to 11.84% in 2020-21

*The sharp rise in interest payments is directly linked to the increasing reliance on borrowings and 
rising interest rates, particularly on small savings and provident funds.
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Table 3: Bangladesh Budget in History

Budget year Who placed Total Budget ( Crore Taka) ADP size ( crore Taka) GDP ( current market value) Billion Taka  

1972-73 Tajuddin Ahmed 786 501 50

1973-74 Tajuddin Ahmed 995 525 76

1974-75 Tajuddin Ahmed 1,084 525 124

1975-76 DrAzizur Rahman Mollik 1,549 950 110

1976-77 Maj General Ziaur Rahman 1,989 1,222 116

1977-78 Lt General Ziaur Rahman 2,184 1,278 145

1978-79 President Ziaur Rahman 2,499 1,446 174

1979-80 Dr M N Huda 3,317 2,123 196

1980-81 M Saifur Rahman 4,108 2,700 231

1981-82 M Saifur Rahman 4,677 3,015 259

1982-83 A M A Muhith 4,738 2,700 294

1983-84 A M A Muhith 5,896 3,483 355

1984-85 M Sayeduzzaman 6,699 3,896 407

1985-86 M Sayeduzzaman 7,138 3,825 466

1986-87 M Sayeduzzaman 8,504 4,764 539

1987-88 M Sayeduzzaman 8,527 5,046 597

1988-89 Maj Gen Munim 10,565 5,315 660

1989-90 DrWahidulHaq 12,703 5,803 738

1990-91 Maj Gen Munim 12,960 5,668 1,105

1991-92 M Saifur Rahman 15,584 7,500 1,195

1992-93 M Saifur Rahman 17,607 9,057 1,254

1993-94 M Saifur Rahman 19,050 9,750 1,354

1994-95 M Saifur Rahman 20,948 11,000 1,525

1995-96 MSaifur Rahman 23,170 12,100 1,663

1996-97 SAMS Kibria 24,603 12,500 1,807

1997-98 SAMS Kibria 27,786 12,800 2,002

1998-99 SAMS Kibria 29,537 13,600 2,197

1999-00 SAMS Kibria 34,252 12,477 2,371

2000-01 SAMS Kibria 38,524 17,500 2,532

2001-02 SAMS Kibria 42,306 19,000 2,711

2002-03 M Saifur Rahman 44,854 19,200 3,005

2003-04 M Saifur Rahman 51,980 20,300 3,326

2004-05 M Saifur Rahman 57,248 22,000 3,707

2005-06 M Saifur Rahman 61,058 23,626 4,162

2006-07 M Saifur Rahman 69,740 26,000 4,724

2007-08 MirzaAzizul Islam 87,137 26,600 5,458

2008-09 MirzaAzizul Islam 99,962 27,400 7,051

2009-10 A M A Muhith 1,13,815 28,500 7,995

2010-11 A M A Muhith 1,32,170 35,130 9,158

2011-12 A M A Muhith 1,61,214 41,080 10,552

2012-13 A M A Muhith 1,91,738 52.366 11,989

2013-14 A M A Muhith 2,22,491 60,000 13,437

2014-15 A M A Muhith 2,50,560 75,000 15,158

2015-16 A M A Muhith 2,95,100 93,894 17,329

2016-17 A M A Muhith 3,40,405  1,107,00 19,758

2017-18 A M A Muhith 4,00,266 1,483,81 22,505

2018-19 A M A Muhith 4,64,573 1,730,00 25,425

2019-20 A H M Mustafa Kamal 5,23,189 2,027,21 27,964

2020-21 A H M Mustafa Kamal 5,68,000 2,051,45 30,873

2021-22 A H M Mustafa Kamal 6,03,681 2,253,24 31,778

Source: The Economic Survey , Ministry of Finance and authors’ research
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overarching objectives: Accelerate 
growth from 6percentto 7-8percent 
per year;

Empower citizens, through reductions 
in poverty and income inequality, 
increased human development, 
enhanced female empowerment and 
strengthened social protection and 
inclusion. 

Other key strategic elements of the 
7th Five Year Plan were to pursue 
an environmentally sustainable 

development process, and to tackle 
the challenges of ensuring good 
governance – seen as a potential 
constraint to service delivery and 
economic activity. Internationally, 
better perceptions of governance are 
more likely to attract inward investors 
and encourage local investment.

The total expenditure of the annual 
budgetas per cent of GDP has been 
on an average 14.21% cent, while 
the annual revenue expenditure as per 

cent of GDP is on an average 7.89%. 
On the contrary, the development 
expenditure as per cent of GDP is very 
low, on an average 6.31%. The trend 
line equations of total expenditure 
has positive slope and the slope was 
found statistically significant at 5 per 
cent level of significance. It can be 
inferred from the coefficient of the 
time variable that the growth rate of 
total expenditure increases annually 
by 0.11%. It, therefore, suggests that 
from 1975 to 2015, the government 
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expenditures had an increasing trend. 

The government spending in 
Bangladesh has increased over time 
steadily, but there has been a dramatic 

change in the composition and pattern 
of development expenditure. The 
allocations in the revenue expenditure 
do not show any marked or systematic 
changes. This is to be expected, 
given the fact that, the economic 
reforms in Bangladesh have not 
involved any significant restructuring 
of the regular functionaries of the 
government. It was observed that 
the single biggest component of 
development expenditure is agriculture 
which accounted for 36.57 in the year 
1974-75, but reduced to 21.61 per 
cent in 2014-15, the allocations to 
manufacturing industries have been 
reduced to almost an insignificant 
proportion during the same period, 
showing that the government has 
virtually withdrawn from investment in 
setting up new industries. By contrast, 
the government has concentrated 
more on providing public goodsin the 
form of education and health, physical 
infrastructure and rural development. 

The government of Bangladesh 
(GoB) had to reduce spending in 
unproductive sectors and curtail 

excessive spending in those areas 
that do not provoke economic 
chain reaction in the aggregate 
economy. GoB increased spending in 
agriculture, particularly on production-

enhancing investments such as 
agricultural enhancing research and 
equipment. This type of spending 
did not only yield high returns to 
agricultural production, but also have 
a large impact on poverty reduction 
since most of the poor still reside in 
rural areas and their main source 
of livelihood is agriculture. Again 
Government was to raise the quality 
of public spending, which required 
better design and implementation of 
public programs through competitive 
procurement, strengthening audits, 
involvement of beneficiaries, and 
service delivery through private sector 
wherever possible. 

The Realisation Of Revenue

The reality in Bangladesh suggests 
that it needs to increase tax revenues 
and improve fiscal discipline with a 
view to increasing self-reliance. The 
external environment influencing 
the tax performance of Bangladesh 
has changed remarkably as the 
country is getting more and more 
integrated with the global economy 

since the 1990s. In recent years, 
the government of Bangladesh has 
initiated some administrative and 
policy reforms in the tax system. 
An improved tax administration in 
association with some pragmatic 
policy initiatives has of late resulted in 
a modest improvement in the tax to 
GDP ratio. However, the performance 
is still below satisfactory as compared 
to other countries at a similar stage of 
economic development. The narrow 
tax base, widespread exemptions, 
and administrative inefficiencies are 
the main factors behind the low tax to 
GDP ratio in Bangladesh compared 
to the neighboring or comparative 
countries. This also implies why tax 
reforms over the last decades have 
not brought about significant changes 
in Bangladesh’s tax efficiency and 
productivity.

The government established the office 
of tax ombudsman in 2005 in order 
to ensure and establish efficiency 
and justice in tax administration 
and giving relief to tax payers in 
tax-related malpractice and injustice 
by tax officials. “Tax Ombudsman 
Act, 2005 (TOA) was enacted in the 
Parliament to ensure transparency in 
tax administration and accountability.” 
Later in 2011, the government 
abolished the Tax Ombudsman Office 
by citing the reason that some of the 
provisions of the TOA contradict a 
number of tax-related rules and laws, 
which do not have any provision 
to implement tax ombudsman’s 
recommendations. Probably, it would 
have been rational to modify these 
old rules and laws to accommodate 
the letter and spirit of the TOA instead 
of retreating back to old ways of 
addressing the taxpayers’ grievances 
or devise alternative systems. 

The most basic challenge has been 
the overall weakness of the tax 
policy framework characterized by 
an enormous range of exemptions, 
incentives and special regimes. 
These range from simplified regimes 
associated with VAT to significant 
scope within the law for tax 
officials and political elites to grant 
discretionary benefits. This directly 

steadily, but there has been a dramatic agriculture, particularly on production-
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undermines revenue collection, but 
equally complicates administration, 
undermines equity in the system 
and introduces significant scope for 
officials to exercise discretion in both 
policy and administration. Hence, 
attaining an optimal income tax 
system becomes critical for revenue 
generation, required for accelerating 
growth and improving the quality of 
life of citizens. A long-term sustainable 
solution to enhance transparency, 
promote growth, improve tax 
compliance and thus to increase tax 
to GDP ratio remain a much desirable 
issue in the context of Bangladesh

The customs duties were the biggest 
contributors to the tax revenue until the 
late 1980s, since when the share of 
customs duties started to decline largely 
because of reducing rates and levies in 
order to comply with the demands of 
globalized trade and the fiscal policies 
of market liberalization, and also, due 
to shifting of economy from trading to 
local manufacturing. It then became 
necessary to think of other options for 
revenue generation. Given the context, 
in 1986, the World Bank suggested to 
introduce VAT in Bangladesh. Factors 
that influenced the introduction of VAT 
were the complicacies and inefficiency 
in the implementation of the Sales 
Tax Ordinance 1982 and Business 
Turnover Tax Ordinance 1982. The 
VAT Act 1991 came into force on 1st 
of July 1991 replacing the Ordinances 
of Sales Tax and Business Turnover 
Tax.  For the aim of greater revenue 
generation for the government and 
stimulating economic growth, the VAT 
Bill 1991 was proposed in the National 
Parliament on 1st June 1991 and a 
month later, the Bill was passed and 
made into the VAT Act 1991. The VAT 
Act 1991 contains over 70 laws that 
guide a business in VAT related issues, 
from registration to penalties on non-
compliance. It also dictated the structure 
of the VAT authority and the power it 
may exert on businesses regarding the 
three taxes within the realm of the Act as 
the situation demands. 

Significant simplification and 
rationalization has been made in 
recent years to reform the taxation 

system. Tax assessments were made 
less complicated and an attempt of 
including more taxpayers into the tax 
net was made. The automation of 
tax collection was introduced along 
with increased rules for compliance 
with the standards and systems. The 
practice of honoring the taxpayers and 
recognizing their contribution received 
institutional shape in the NBR. In the 
case of legislative reforms, the new 
Value Added Tax and Supplementary 
Duty Act of 2012 were enacted and 
was made effective after almost seven 
years, in July 2019. A draft Direct Tax 
Code was posted on the government’s 
website and steps will be taking to 
Parliament for enactment. There are 
plans for a comprehensive/maximum 
reduction in the rate of Import and 
Supplementary Duty in the budget in 
subsequent years which will eventually 
shift the burden of revenue collection 
to Individual and Corporate Tax 
along with Value Added Tax (VAT). 
COVID19 has however, slowed down 
the initiatives. 

Revenue needs and development 
expenditures with a view to 
accomplishing some economic 
and social objectives, such as a 
redistribution of income, price 
stabilization and discouraging harmful 
consumption. However, the revenue 
structure in Bangladesh is complex 
and centralized, and involves several 
agencies, departments and ministries. 
All the generated revenues are 
directed into one basket i.e. Account 
No 1 of the Bangladesh Bank, which 
then is distributed through annual 
budgetary allocation, projects, 
schemes, block grants etc. 

One of the basic concepts of 
designing and implementing an 
equitable taxation regime is ‘Broad 
Basing’, meaning that the taxes should 
be spread over as wide as possible a 
section of the population, or sectors 
of the economy, to minimize the 
individual tax burden. While indirect 
taxes (e.g. VAT) levied on goods or 
services affect the rich and the poor 
alike, direct taxes may create burdens 
on a certain income group. Indirect 
taxation is commonly used to generate 

tax revenue paid indirectly by the final 
consumer of goods and services. 
It is paid by everyone in society, 
regardless their financial situation. 
Hence, indirect taxation can be viewed 
as regressive as it imposes a greater 
burden (relative to resources) on the 
poor than on the rich. In contrast 
to direct tax, the taxpayer and the 
tax-bearer are not the same person. 
Hence, to reduce an individual’s tax 
burden, the taxation regime should 
be diverse and broad-based with an 
equitable balance of both direct and 
indirect sources.

Concluding  

Bangladesh has beaten the initial 
pessimism about viability and prospect 
of the country with its resource 
limitations to feed a large population 
and the lack of energy and natural 
resources for developing industries. 
Fifty years back, it was a war-ravaged 
economy facing the dire challenges 
of rehabilitation and reconstruction. 
Notwithstanding all hurdles, Bangladesh 
had surged forward and at in the 
recent decades, the country’s average 
economic growth rates reached 7 per 
cent per year, and growth has been 
inclusive.9 Bangladesh was raised to the 
status of lower middle-income country 
with GNI per capita of US$1080 in 
FY1410, and per capita GNI in 2019 
was US$1940. The country attained 
remarkable success in many of the 
socio-economic indicators. 

Bangladesh now needs to focus on 
addressing growing socio-economic 
inequalities and the structural and 
institutional reforms as major agenda in 
the next fifty years. Bangladesh is to work 
on are strengthening income and asset-
based tax collection, enhancing private 
investment for economic diversification 
and growth of labor productivity based 
on upgraded technology.

-------------------------------
The author of this article Muhammad 
Abdul Mazid is a retired Secretary 
to the Government of Bangladesh 
and also a former Chairman of the 
National Board of Revenue ( NBR) 
. He can be reached at: mazid.
muhammad@gmail.com
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No matter where you live, the simple 
act of buying a product can affect 
the human rights of someone you 
have never met.  Business activity 
– producing, selling, investing, and 
buying – impacts the lives of billions 
of people worldwide.  Every day we 
engage in some sort of business 
activity:  We send text messages on 
a new phone.  We go to the markets 
for fruits and vegetables.  We buy 
new leather shoes, tailor new clothes, 
snack on seafood, and sleep on new 
furniture.  

Imagine those products are produced 
by a company using child labor or 
forced labor.  It could be workers 
who have little choice but to work 
in dangerous conditions, including 
being exposed to toxic chemicals 
that pollute local drinking water.  The 
workers might have labored for long 
hours for little or sometimes no pay.  
They may have been child laborers 
who did not go to school or were 
victims of human trafficking or sexual 

How Every day Business 
Choices Impact Human 
Rights

Earl R. Miller, the U.S. Ambassador in Bangladesh

abuse.  When communities protest 
the labor conditions and pollution, 
they are often threatened and 
sometimes attacked.

In other situations, local communities 
may have been displaced, without 
adequate compensation, or 
traditional farmland may have been 
lost or damaged by the construction 
of facilities providing the products 
and services we desire.Perhaps a 
product was made from ingredients 
planted in an area illegally 
deforested, replacing a rainforest 
once rich in biodiversity, including

gered animals, that sustained local 
people and helped moderate the 
climate.  

Scenarios like this happen every day 
around the world, across industries, 
and with almost every imaginable 
product.  They show the effect 
businesses can have on human rights 
and the environment.  Every business, 
large or small, has a responsibility 
and opportunity to prevent and 
address human rights abuses.

The good news is businesses have 
an immense capacity to positively 
impact society and the environment 
by raising local wages, improving 
local working conditions, building 
trust with local communities, and 
operating sustainably.  But who is 
responsible for making sure human 
rights are not overlooked by the drive 
for profits?

The UN Guiding Principles on 
Business and Human Rights 

(UNGPs), unanimously endorsed 
by the UN Human Rights Council 
10 years ago, say the responsibility 
is shared.  The UNGPs created 
a common understanding of the 
positive role businesses canplay in 
promoting respect for human rights 
and remedying abuses in the context 
of business activities.  The guidelines 
outline three pillars:  1) governments 
have a duty to protect human rights; 
2) businesses have a responsibility to 
respect human rights; and 3) victims 
affected by business-related human 
rights issues should have access to 
remedies.

In response to the UNGPs, over the 
past decade many governments 
created National Action Plans on 
business and human rights and 
adopted legislation to counter 
corporate abuses and enhance 
accountability, including the United 
States.  Many businesses, including 
some operating in Bangladesh, are 
strengthening corporate policies 
and practices on safety and labor 
rights, and conducting due diligence 
to avoid directly or inadvertently 
supporting human rights abuses 
through their operations, investments, 
contracts, or supply chains. 

Businesses respecting human rights 
have a competitive advantage by 
mitigating operational, legal, and 
reputational risks.  These businesses 
know respecting human rights is 
not only the right thing to do but 
also the smart thing to do.  Some 
export manufacturers in Bangladesh 
have met international standards for 
monitoring and preventing abuse 
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and child labor. They demonstrate 
howcompliance with international 
principles and business standards 
create more opportunities for 
export and growth, as well as 
higher productivity, better health, 
and commitment among workers. 
Companies thrive and economies 
prosper when businesses and 
governments work together to ensure 
strong rule of law; respect for human 
rights and fundamental freedoms; 
respect for national and international 
labor, environmental, and technical 
standards; good governance; and 
effective and accountable institutions. 

The U.S. government supports 
and works to advance global 
standards to ensure companies – 
and communities – benefit from 
conducting business responsibly and 
in a rights-respecting manner.  U.S. 
companies are among the global 
leaders in responsible business 
conduct based on their commitment 
to promoting respect for human 
rights, respecting the rule of law, 
and strengthening local communities 

through long-term investments and 
human capital development.

We are eager to do more to 
improve on this record. We look 
forward to working with partners in 
Bangladesh as we begin to build 
back better from a global pandemic 
through equitable and sustainable 
development.  Companies, including 
U.S. firms, should further strengthen 
their engagement on human rights 
issues and partner with governments, 
workers, and civil society on shared 
solutions.  The UNGPs point us in the 
right direction but are not sufficient 
alone.

There has been progress over the last 
10 years under the framework set 
out in the UNGPs and comparable 
provisions in the OECD Guidelines 
for Multinational Enterprises.  
However, there is still much work 
to be done to foster a world in 
which businesses see economic 
success includes respect for people 
and the planet.  This outcome is 
only possible when governments 

are strong partners in ensuring 
businesses respect human rights and 
comply with host government legal 
requirements.

The U.S. government and U.S. 
businesses are up to the task.  
Promoting respect for human rights 
is best accomplished by working 
with allies and partners across the 
globe.  The success of future efforts 
to advance respect for human rights 
by businesses in line with the UNGPs 
will depend upon the collaboration 
of government, business, and 
civil society. To demonstrate our 
commitment, on June 16, Secretary 
of State Blinken announced the U.S. 
government will soon begin the 
process of updating and revitalizing 
the United States’ National Action 
Plan (NAP) on Responsible Business 
Conduct.  As this remarkable nation 
celebrates its 50th anniversary of 
independence, it is a great time to 
work together to further advance 
respect for human rights by 
businesses in Bangladesh for the next 
five decades and beyond.
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[As an integral part of the 
ongoing activity of AmCham 
Bangladesh, through these 
actions, we present the 
views of the AmCham 
members to the Government 
of Bangladesh, U.S.A and 
concerned stakeholders to 
come up with necessary 
solutions. The snapshots below 
cover highlights of AmCham 
activities during the timeline of 
this issue]

“US-Bangladesh Economic 
Relation : Migration to a 
developing nation”: 

AmCham held a virtual townhall 
with H.E Earl R. Miller, Ambassador 

of the United States Embassy 
in Bangladesh which was also 
attended by Ms. JoAnne Wagner, 
Deputy Chief of Mission (DCM) 
and concerned officials from the 
U.S embassy-Dhaka. The President 
– AmCham Mr. Syed Ershad 
Ahmed was present as the “Session 
Chair” and Mr. Syed Mohammad 
Kamal, Vice President – AmCham 
moderated the session. The program 
was powered by Air Alliance 
Limited (UPS Authorized Service 
Contractor) in Bangladesh and took 
place on Sunday 23rd May 2021 at 
11am.

Partnerships are critical and we value 
the mutual cooperation between the 
USA and Bangladesh. We are at 
present America’s 52nd largest goods 

trading partner and the single largest 
market for Bangladeshi goods in the 
world. The US - Bangladesh bilateral 
Trade Volume crossed $9 Billion, 
a number we are working hard to 
increase, and the trade deficit comes 
to little over $4 billion. USA is still the 
largest contributor to Foreign Direct 
Investment (FDI) in Bangladesh in 
different sectors & we hope more 
cooperation may attract more 
investment in diversified segments 
and contribute in Bangladesh 
migration to a developing nation. 
AmCham Bangladesh will continue 
working with the US Embassy in 
Bangladesh and thankful for their 
excellent support in promoting US 
business in Bangladesh.

This virtual ‘Town Hall’ was arranged 
to overview the work AmCham and 
US Embassy do 
in collaboration, 
an outline of 
the Generic 
situation, 
especially during 
the Pandemic 
in the new era 
of Biden-Harris 
Administration. 
Speakers at 
the discussion 
blamed weak 
infrastructure, 
(critical) tax 
system, (heavy) 
dependency 
on single 
export item (apparel), corruption, 

and unfriendly bureaucracy as 
impediments to the growth of 
bilateral trade between the US 
and Bangladesh and attracting 
investments from the country. 

‘We have decided to undertake 
systematic diagnostics through 
research to identify opportunities to 
strengthen trade and investment ties 
between Bangladesh and the US,’ 
American Chamber of Commerce in 
Bangladesh president Syed Ershad 
Ahmed said at the virtual townhall. 
Unleashing the full potential of the 
opportunities between Bangladesh 
and the US will benefit from a 
systematic assessment of where the 
opportunities lie, what holds back the 
full potential, how other competitor 
countries are making headway, and 
identification, he said.

US ambassador in Bangladesh 
Earl R Miller stressed the need for 
promoting Bangladeshi brands and 
conducting tax reforms to ensure 
more FDI from the US. He also 
mentioned the recently formed the 
US Bangladesh Business Council, 
can play a vital role in augmenting 
the bilateral trade and investment 
between the two countries as well. 
He also said that there was potential 
to attract foreign direct investment in 
the economic zones but Bangladesh 
should address some of the labour 
rights issues. 

Md Nazrul Islam, Executive 
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Chairman of Bangladesh Export 
Processing Zones Authority (BEPZA) 
said Bangladesh is providing huge 
opportunity and incentive to foreign 
investors in the economic zones. 
He suggested that US investors 
should avail the opportunity to 
invest in the new economic zone 
at Mirersharai in Chattogram, 
which will start operation soon. 
Tapas Kumar Mondal, managing 
director of International Beverages 
Private, Bangladesh, a subsidiary of 
The Coca-Cola Company, sought 
amendments to the tax policy. He 
said the company has no plan 
to cut investments in Bangladesh 
despite the presence of some big 
challenges in doing business here. 
Rubaba Dowla, Country Managing 
Director at Oracle Bangladesh, said 
her company is giving supports for 
building smart cities in Bangladesh 
by providing small environment, 
safety and smart public health.

We would like to continue this 
series of events focusing on 
different industries with a view to 
identify the opportunities/issues 
and recommend action/policies 
to enhance economic cooperation 
between the U.S.A and Bangladesh, 
particularly in that sector. It might act 
as a catalyst to discuss joint efforts 
by AmCham and the US Embassy 
in partnership with the concerned 
stakeholders and how we 
both can play a supporting 
role in the ecosystem at 
large ‘doing-business’ 
easier. A good number 
of AmCham members 
including the Executive 
Committee Members, 
foreign dignitaries, 
business leaders, media 
representatives and other 
distinguished guests 
attended the event and 
AmCham Executive 
Committee member Mr. 
Showkat Ali Sarkar 
offered the Vote of 
Thanks.

AmCham Research: 

AmCham in partnership with Policy 
Exchange of Bangladesh have 
embarked upon a pursuit to perform 
a comprehensive identification of 
investment opportunities for USA 
in Bangladesh through a research 
titled “Strengthening Trade 
and Investment  Relationship 
between US and Bangladesh: 
Opportunities and Strategies”. The 
report will aim to generate scenario 
analysis, evidence generation, 
identification of strategies to follow-
on policy and market advocacy to 
pursue the strategic priorities:

- Status quo analysis of USA’s trade 
and investment in Bangladesh ; 
benchmarking with  
comparator countries  

- Deepen trade and investment in 
Bangladesh for the US stakehold-

ers to maximize potential  
(sectoral, promotional, political 
economy etc.)

- Analysis of USA’s strengths and fit 
to Bangladesh priorities 

Bangladesh has laid out its grand 
vision to become an ‘Upper Middle-
Income Country’ in next decade 
and a ‘Developed Country’ by 
2041. The next phase of growth 
trajectory requires the economy 
to expand significantly in order to 
absorb additional labor and allow 
Bangladesh to use its demographic 
dividend more intensively to increase 
growth. Creating the necessary 
jobs for the young Bangladeshis 
and attaining upper middle-income 
status through sustainable growth 

will require a significant increase in 
private investment including FDI in 
productive sectors, diversification of 
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the economic base, greater trade 
integration, and the improvement of 
overall competitiveness.

The strong, sustained growth of 
the economy, rising purchasing 
power, growing domestic market, 
proven manufacturing capacity, 
preferential access to markets, 
large share of youth in labor force 
are some of the factors that  make 
Bangladesh a lucrative investment 
and trading partner for world’s 
leading economies. Countries such 
as China, India, and UK are already 
leveraging these openings including 
infrastructure. Such trade and 
investment  opportunities also loom 
large for the US, one of the most 

important partners of Bangladesh, 
. The current trade and investment 
scenario ,however,  remains far 
below potential.  Unleashing the full 
potential of trade and investment 
opportunities  between Bangladesh 

and the US will benefit from  a 
systematic assessment of where the 
opportunities lie, the current state,  
what holds back the full potential, 

how other comparator countries are 
making headway, and  identification 
of  strategic options for the US 
stakeholders to maximize potential. 

The role of Foreign Direct Investment 
(FDI) remains more critical than ever 
as development plans in Bangladesh 
strongly hinges its growth prospective 
on possibility of rising private sector 
investment – both foreign and 

domestic.  The 8th Five Year Plan has 
targeted FDI to increase from 0.5 
percent of Gross Domestic Product 
(GDP) in fiscal 2020 to 3 percent 
of GDP by Fiscal 2025. Private 
investment from the USA holds strong 
potential for increment and to meet 
the economic goals of the country, 
such as creating employment 
opportunities for the large number of 
workers, increasing export income, 
impact on small and medium 
enterprises, potential for sustained 
growth in the medium to long term, 
and emerging new investment/
market opportunities.

The crucial and pertinent attempt on 
identifying investment opportunities 
from USA will help us to gain crucial 
insights as to what measures can be 

taken to materialize the investment 
opportunities and identifying what 
kind of economic relationship 
should be fostered between the two 
countries to increase investment from 
USA to Bangladesh. In view of this, 
we invited concerned stakeholders 
from AmCham, US embassy and the 
stakeholders from public sectors for 
a series of in-depth Focused Group 
Discussions in numerous occasions 
starting from May 2021 going 
forward : 

“Budget and business outlook 
during 2021-22 : Strategic 
Priorities” : 

Amidst the 2nd wave and global 
movement restriction caused by 
COVID-19 creating disruption in 
daily economic activities, forced the 
government to formulate the national 
budget for FY 2021-22 an exercise 
on saving lives while creating more 
avenues for livelihoods to cope with 
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the fallout by pandemic.

Against such a backdrop held the 
virtual panel discussion on 6th June 
2021 at 3pm having Mr. M. A. 
Mannan, M.P. Hon’ble Planning 
Minister, Government of the People’s 
Republic of Bangladesh as the 
“Chief Guest” . The President – 
AmCham Mr. Syed Ershad Ahmed 
moderated the panel discussion 
where Mr. Aftab Ul Islam, FCA, 
Director - Bangladesh Bank & 
former President – AmCham, 
Dr. Atiur Rahman, Chairperson, 
Unnayan Shamannay & former 
Governor, Bangladesh Bank, Dr. 
Ahsan H. Mansur, Chairperson - 
BRAC Bank & Executive Director 
- PRI participated as the designated 
panelists. The program is powered 
by Coca-Cola (International 
Beverages Private Limited).

AmCham recommend focusing 
on crisis management, prioritizing 
spending on health, education, 

enhancing social protection 

and building on the resilience 
demonstrated by the agriculture 
sector, alongside we expect 
immediate support for MSMEs, 
government infrastructure 
developments, air-ocean transport 
business that may face serious 
consequences days ahead to attract 

foreign direct investment (FDI). 

We expect appropriate 
governance & efficiency 
so to ensure economic 
growth during this fiscal & 
2041 vision of honorable 
Prime Minister in following 
years on key procedural 
matters in the proposed 
budget:

 - Health system 
development

 - Food security & 
Agricultural    allocation

 - Employment 
generation &      
  Poverty reduction

 - Education system

 - NBR Reforms

 - Contemporary Customs Law

 - Corporate & Withholding tax  
   reduction

 - e-Payment & e-TDS system

 - Digital Payments incentives

 - Effective supply chain

 - Undisclosed wealth

The complexity of these challenges 
requires a multi-faceted policy 
response since  the next phase of 
COVID-19 could be much more 
challenging. While moderating the 
discussion, AmCham President Syed 
Ershad Ahmed said by now, a few 
thousand people had lost their jobs 
and it seems that there were chances 
that more people would become 

jobless and lose their incomes within 
the next few months. Moreover, 
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thousands of fresh university 
graduates are waiting to enter the 
job market. “The pandemic is still far 
from over and so, we can’t find any 
reason to ignore it,” Ahmed said. 
There is a concern over the digital 
divide depriving a large number of 
children of education, which has 
been leading to child marriage, 
school dropouts and child labour, the 
AmCham chief said. He expressed 
disappointment on the imposition 
of VAT on educational institutions, 
saying in such a critical time it 
would ultimately be a burden for 
students’ families. He also proposed 
the government should withdraw 
the proposed advance income tax 
(AIT) and value added tax (VAT) 
on Manufacturing sectors at least 
for next Two years. Already a big 
gap between poor and rich people 
exists and it could widen further. We 
apprehend that this may result in an 
unbalanced society,” he added.

The government needs to get 
70% of the population vaccinated 
as soon as possible for a 
V-shaped economic recovery 
from the Covid-19 fallout, said 
Dr. Atiur Rahman, a former 
governor of Bangladesh Bank 
while presenting a keynote paper 
(available in AmCham website: www.
amchambd.org ). Getting such 
a large number of people 
their jabs fast is important to 
bring back confidence among 
businesspeople. Vaccination 
has not been prioritised in the 
proposed national budget for 
fiscal 2021-22 and now there 
is no alternative to that. “The 
social safety net allocation will 
not serve the purpose for the 
new poor stemming from the 
Covid-19 fallouts,” he added. 
The former central bank governor 
also said a budget deficit of 6.2 
% and 40 % loan-GDP ratio 
was okay for the economy and 
such issues would not affect 
the budget’s implementation. 
However, the budget is growth 
oriented as allocation has 
increased for the power, transport 
and communication sectors, 

which will generate growth in the 
economy. Higher allocations in 
the mega projects will fuel the 
economy and create employment, 
he said, adding that the tax 
cuts indicate that the budget is 
business friendly. “The budget will 
spur the growth of startups and 
e-commerce,” he added.

The Chief Guest and Planning 
Minister M A Mannan 
admitted the existing budget 
implementation limitation, 
saying the government is 
pursuing necessary reforms to 
overcome the situation. “There 
remain historical difficulties in 
implementation of budgets. 
We are trying to strengthen 
the budget execution capacity 
by bringing about necessary 
reforms,” he said. Bureaucrats, 
despite being well trained and 
educated, are not smart enough 
to implement the budget in a 
timely manner, for which this 
perennial difficulty may persist, he 
said. Besides, the Implementation 
Monitoring and Evaluation 
Division (IMED) is not at its 
required proficiency. The Planning 
ministry alone cannot take down 
this bureaucratic barrier as the 
solution lies in inter-ministerial 
coordination.

Former president of AmCham 
and Bangladesh Bank’s director, 

Aftab UL Islam said, “SMEs 
have a great role in employment 
generation. Due to the Covid-19, 
they are fighting for survival. A 
recent study says 80% of SMEs 
failed to continue their business 
operation.” He also said now was 
the time for the central bank to 
give an expansionary monetary 
policy for the country with a view 
to help the economy recover from 
the Covid-19 fallout.

Ahsan H Mansur, executive 
director at the Policy Research 
Institute, said, “SMEs are suffering 
badly because of the pandemic, 
they are the largest employer 
except agriculture.” Also, we 
need to do something for the new 
poor, who fell below the poverty 
line amid the pandemic. The 
government should take such an 
initiative, in which the new poor 
get temporary support, he added. 
He thanked the government for 
cutting corporate tax and giving 
an emphasis on the expansion 
of the vaccination programme 
but expressed his disappointment 
over the imposition of tax on 
mobile financial services. He 
said, “We need a roadmap 
for executing the vaccination 
programme.” He also questioned 
the rationale behind keeping the 
primary, high and girls’ schools 
shut in villages where there were 
no cases of Covid-19 infections. 
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The allocation for education is 
not adequate and it should be 
at least 4% of the GDP to ensure 

quality education in the country.

It is crucial that the government, 
private sector, and concerned 
stakeholders in Bangladesh all 
step up and work together to 
adapt as best we can. AmCham 
Vice President Syed Mohammad 
Kamal from MasterCard, N. 
Rajashekaran from Citi Bank NA, 
Tapas Mondal from Coca-Cola, 
Naser Ezaz Bijoy from Standard 
Chartered Bank, A Gafur from 
Abul Monem Economic Zone, 
BASIS president Syed Almas Kabir  
also spoke at the event. (Photos 
of  will be provided)

AmCham Executive Committee 
Meetings:

AmCham Executive Committee 
members met on 2nd May 2021 
online to convene its 124th regular 
committee meeting. Since the 
outbreak of coronavirus and 
cautionary guidelines provided by the 
government, the chamber leaders 
continued meeting virtually for 
figuring a way out to run its regular 
programs, promoting activities that 
would encourage uninterrupted 
operations by US companies in the 
region, encouraging bilateral trade 
between the US and Bangladesh and 

supporting the ongoing business of 
its members. The committee also 
discussed about the recovery strategy 

of its members and the chamber 
initiatives specially about the 
research to find out more effective 
ways promoting the core causes of 
both days ahead. The committee 
also discussed about the other 
AmCham initiative “CSR excellence 
Award”, its progress till date and 
suggested to proceed further 
considering the evolving situation of 
pandemic.

Launch of the U.S.-Bangladesh 
Business Council: 

The U.S. Chamber of Commerce 
launched the U.S.-Bangladesh 
Business Council on 6th April 
2021 focusing on advocacy and 
engagement to strengthen the 
bilateral commercial partnership. 
The launching ceremony featured 
inaugural remarks by Bangladesh 
Honorable Prime Minister H.E Sheikh 
Hasina, Head of International 
Affairs and EVP, U.S. Chamber of 
Commerce Myron Brilliant, Prime 
Minister’s ICT Affairs Advisor 
Sajeeb Wazed Joy as well as special 
addresses by U.S. Department of 
State Senior Officials, diplomats from 
both USA and Bangladesh where 
members of AmCham Bangladesh 
participated along with senior leaders 
of business community from both 

the countries . The Council will be 
led by Nisha Biswal, President of the 
U.S.-Bangladesh Business Council 
and SVP, Soth Aisa, U.S. Chamber of 
Commerce.

AmCham-USTDA Virtual 
Meeting:

 Following up early communication 
and in the backdrop of ongoing 
spread of COVID-19, AmCham 
President had a virtual meeting with 
U.S. Trade & Development Agency 
(USTDA) Sr. Regional Representative 
- South Asia, US Embassy, India Ms. 
Mehnaz Ansari  on April 26th 2021 
to explore scope for joint efforts and 
future aspects where Bangladesh 
offers opportunities for US entities 
and how we can establish mutual 
cooperation to improve the overall 
business environment specially for 
future entrants from USA. They 
also discussed AmCham’s work 
in Bangladesh and ways on future 
partnering in term of private and 
public sector especially on policy 
advocacy issues in this region. 

Post Budget: Tax & Tariff 
Implications on Trade & 
Commerce : 

The webinar was organized by 
Bangladesh German Chamber of 
Commerce and Industry (BGCCI) 
on 16th June 2021 where American 
Chamber of Commerce in 
Bangladesh President Syed Ershad 
Ahmed participated as Special 
Guest along with the Government 
and chamber representatives. He 
expressed gratitude for government 
proposed 2.25% reduction in 
corporate tax; however, expected 
it should be at least 5 %. He 
also suggested that NBR should 
not formulate tax policies and 
collect taxes at the same time. 
He recommended tax net should 
also be widened for more revenue 
generation, adding that the 
government should also come up 
with a major plan in education.
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Impact of COVID-19 on Women’s 
Health in Bangladesh

Professor Dr. Jahanara Rahman

Coronavirus disease 2019 
(COVID-19) is a respiratory tract 
infection caused by severe acute 
respiratory syndrome coronavirus 
2 (SARS-CoV-2). This novel virus 
was first recognized in Wuhan, 
China, in December 2019. Since 
identification the virus has spread 
almost to every country in the world. 
The World Health Organization 
(WHO) has officially declared the 
outbreak of COVID- 19 a pandemic 
on 11th March 2020, after the novel 
coronavirus spread to more than 
100 countries and it has become a 
global public health emergency. The 
current pandemic is one of the most 
challenging healthcare crises faced 
globally. 

Although most patients with 
COVID-19 shows mild symptoms, 
but few patients develop critical 
illness with severe pneumonia 
even multiple organ failure and 

death. Severe patient may progress 
to critical conditions and develop 
acute respiratory distress syndrome 
(ARDS), acute respiratory failure, 
coagulopathy, cardiac problem, 
septic shock and metabolic acidosis.

COVID-19 affects people 
disproportionately. Affection of the 
disease varies on gender, disability, 
socio-economic class, race and 
even age. Since the emergence 
of this pandemic, much emphasis 
was given on the elderly and those 
who have preexisting co morbidities 
such as obesity, hypertension, 
kidney disease and diabetes as 
being at high risk of contracting 
and dying of Covid-19. But it is 
now becoming clear that being 
male is also a factor. According 
to the epidemiological finding 
reports across different parts of 
the world higher morbidity and 
mortality is noticed among males 
than females. Though it is still too 
early to determine why the gender 
gap is emerging, several possible 
factors are identified, such as higher 
expression of angiotensin-converting 
enzyme-2 (ACE 2; receptors 
for coronavirus) in male than 
female, sex-based immunological 
differences driven by sex hormone 
and X chromosome. Though some 
studies show the ratio of affection by 
COVID-19 is almost equal in both 
genders. But the complications of 
COVID-19 are markedly more in 
males all around the world and in 
Bangladesh too.

Women are apparently, at a bit 
lower risk of COVID-19 infection. 
But a delicate time in a woman’s life, 
pregnancy period is questionable 
during this pandemic. Owing 
to its novelty, limited knowledge 
is available about the effect of 
COVID-19 disease on pregnancy 
outcome. To avoid unknown 
and unwanted complications of 
pregnancy obstetricians all over the 
world are advising for not to get 
pregnancy during this pandemic. But 

becoming pregnant is a matter of 
personal choice.

Pregnant women are potentially at 
increased risk of complications from 
any respiratory disease due to the 
physiological changes that occur in 
pregnancy. During pregnancy risk 
of infection is due to the changes 
in immune, cardiopulmonary and 
coagulation systems. Moreover, 
increased oxygen consumption and 
rise of diaphragm, pushed up by 
the pregnant uterus are known risk 
factors of pneumonia But, several 
authors suggest that pregnancy do 
not aggravate the symptoms. 

From the knowledge obtained 
from previous human coronavirus 
outbreaks like Middle East respiratory 
syndrome (MERS) and severe acute 
respiratory syndrome coronavirus 
(SARS-COV), poorer outcome can 
be predicted in pregnant women 
when compared to the non-pregnant 
women. Moreover, (COVID-19) 
infection may become severe in 
pregnancy if they have diabetes, high 
blood pressure, asthma, overweight 
and age 35 years or over.

But practically, there is no definite 
complication, like increased risk 
of miscarriage, preterm birth, 
teratogenicity (abnormalities of fetal 
development) or vertical (mother to 
fetus) transmission of the COVID19 
virus is reported. Even there is 
no evidence of transmission of 
the disease by breastfeeding. But 
infected mothers can potentially 
infect babies with the virus after birth 
through droplet exposure, like any 
other persons not maintaining social 
distance. A pregnant woman has 
right to get antenatal care and its 
surveillance. But access to doctors’ 
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chambers or outpatient departments 
of hospitals was hampered in first 
several months of the emergence of 
COVID-19, as these were kept close 
to avoid community transmission of 
the disease. Not only in Bangladesh, 
globally in person treatment service 
in hospital outdoors and doctors’ 
chambers (except the emergencies) 
were suspended. Later on, several 
steps have been taken to provide 
antenatal care and its surveillance.

 Telemedicine is one of the most 
demanded creation of coronavirus 
pandemic. Many doctors are now 
providing consultations to their 
patients by video conferencing. 
Furthermore, several digital 
healthcare service platforms 
have been launched to facilitate 
telemedicine in Bangladesh. To 
minimize the risk of transmission 
between pregnant women, 
healthcare providers, and other 
patients in out -patient departments, 
the number of visits in pregnancy are 
decreased and replaced by virtual 
visits. 

Antenatal Care and 
hospitalization of pregnant 
women during COVID-19 
pandemic is a challenge in health 
service. Clients who are attending 
outdoors are requested to arrive 
without a companion and must 
undergo screening at the entrance 
to the clinic or hospital. All patients 
are asked to wear masks. In cases of 
positive screen, the visit is deferred 
by 14 days unless it is urgent for 
maternal and/or fetal reasons. 

Suspected, probable, and confirmed 
cases of COVID-19 infection 
in pregnancy are managed by 
designated tertiary hospitals with 
effective isolation facilities and 
protection equipment. Where 
suspected/ probable cases are 
treated in isolation and confirmed 
cases are managed in a negative 
pressure isolation room. The critically 
ill confirmed cases are admitted 
to an ICU. All attending medical 
staff have to wear appropriate PPE 
(Personal Protective Equipment: 

respirator, goggles, face-protective 
shield, water-resistant surgical gown, 
gloves) when providing care for 
suspected/ probable/ confirmed 
cases of COVID-19 infection. 

Pregnant women with a mild clinical 
presentation may not initially require 

hospital admission. Rather, home 
confinement can be provided if 
monitoring of woman ‘s condition 
is possible without compromising 
the safety of her family. Patients 
should be isolated in single rooms 
once COVID-19 infection has been 
confirmed. 

COVID-19 infection itself is not 
an indication for delivery, unless 
there is a need to improve maternal 
oxygenation. For suspected/
probable/confirmed cases of 
COVID-19 infection, delivery should 
ideally be conducted in a negative 
pressure isolation room. Birthing 
partner or family member should 
not be permitted in delivery room to 
reduce risk of exposure. The number 
of staff members caring for the 
patient should be as low as possible. 

Breast feeding is not discour-
aged for a COVID-19 infected 
mother. The well-recognized ben-
efits of breastfeeding outweigh 
any potential risks of transmission 
of COVID-19 through breastmilk. 
Actually, there is no report that 
the infection transmits through 

breast milk. Women who wish to 
breastfeed their babies should 
be encouraged and supported to 
do so. But COVID-19 infected 
mothers should take additional 
hygiene measures like handwash-
ing prior to touching the baby, 
wear a mask whilst feeding and 
holding the baby.

Maternal mortality rate in 
Bangladesh has gone up during this 
pandemic. For fear of contracting the 
coronavirus, pregnant mothers and 
their families largely are avoiding 
health facilities resulting in a drastic 
fall in institutional deliveries. Huge 
number of pregnant mothers are 
avoiding antenatal and postnatal 
care services. Mothers suffered with 
undetected and untreated pregnancy 

 

 

Source: COVID - 19 and Women’s health, OGSB Guidelines 
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complications and delivered by 
inexpert attendant at home without 
logistic supports and intervention in 
time resulting in increased complexity 
and ultimately many had died. On 
the other hand, some COVID-19 
infected or suspected pregnant 
mothers were refused from non 

-COVID hospitals. Even in some 
cases, these distressed mothers 
were refused from one after another 
non-COVID hospitals. As they don’t 
know the designated hospitals for 
them or non-availability of beds in 
these hospitals, they could not get 
themselves admitted at all or in time 
and their situation worsen. Thus, the 
coronavirus outbreak has affected 
maternal mortality in Bangladesh.

COVID-19 vaccine in 
pregnancy is still questionable. 
Limited data are available about 
the safety of COVID-19 vaccines 
for pregnant women. But it is 
stated by WHO, “pregnant 
women at high risk of exposure to 

SARS-CoV-2 (e.g., health workers) 
or who have comorbidities which 
add to their risk of severe disease, 
may be vaccinated in consultation 
with their health care provider.” 
On the other hand, the Joint 
Committee on Vaccination 
and Immunization (JCVI), UK 
has advised that all pregnant 
women should be offered the 
coronavirus vaccine at the same 

time as people of the same age 
or risk group. Though there 
are controversies regarding 
the type of vaccine to be 
given to pregnant women, the 
coronavirus vaccine can be given 
at any stage during pregnancy. 
But in our country the vaccine is 
avoided by most of the pregnant 
mothers.

World health organization and 
JCVI has recommended that 
any suitable coronavirus vaccine 
can be given to breast feeding 
mothers. Some recent reports 
have shown that breastfeeding 
women who have received 
COVID-19 mRNA vaccines have 
antibodies in their breastmilk, 
which could help to protect their 
babies. On contrary, Academy 
of Breastfeeding Medicine 
(a worldwide organization of 
medical doctors dedicated to 
the promotion, protection, and 
support of breastfeeding) states 
that during lactation it is unlikely 
that the vaccine lipid would 
enter the blood stream and 
reach breast tissue and even the 
nanoparticle or mRNA transfer 
into milk is expected to be 
digested by the child and would 
be unlikely to have any biological 
effects. So, during breast feeding 
COVID-19 vaccine is given 
thinking the safety of mothers 
not for the benefit of baby. The 
vaccine at least is not doing any 
harm to the baby.

There is no evidence to suggest 
that the coronavirus vaccines will 
affect fertility in women or men. So, 
it is not needed to avoid pregnancy 
after receiving the coronavirus 
vaccination.

Impact of COVID-19 on mental 
health is inevitably present in 
general population. Pandemic is 
resulting in an increased amount of 
anxiety, and this is likely to be even 

Source: COVID-19 and Women’s health, OGSB Guidelines 

Fig 2: Patient flow pathway for COVID -19 Hospital 
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more for pregnant women and their 
families as pregnancy presents an 
additional period of uncertainty. The 
virus itself, social isolation resulting 
in reduced support from wider 
family and friend, possible reduced 
household finances, insecurity and 
inability to access support systems 
are all widely recognized risk factors 
for mental ill-health of a pregnant 
woman.

Domestic violence, jeopardy in a 
woman’s life in Bangladesh is faced 
increasingly during the COVID-19 
pandemic. Since the outbreak of 
COVID-19, numerous reports have 
emerged that all types of violence 
against women (VAW), especially 
domestic violence, have intensified 
worldwide. UN termed the upsurge 
in VAW the “shadow pandemic” 
and emphasized the need for a 
global collective effort to stop it. 
During the pandemic, many workers 
lost their jobs and as a result of 
lockdowns, the number of people 
staying at home has increased. 
Financial loss has increased 
frustrations and tempers. The 
patriarchal mindset of society has 
created more pressure on women. 
In many households, women are 
being pressured to do the majority 
or all domestic work – including the 
extra work resulting from demands 
by husbands and children staying at 
home. In addition, frequent conflicts 
and violence in relation to dowry 
demands due to various reasons, 
including loss of income, have been 
reported. According to Odhikar (a 
Bangladesh-based human rights 
organization), information gathered 
between January and September 

2020, a total of 919 women and 
children were victims of rape and 
among them 21 women and 18 
children were killed after being 
raped. Whereas, during the same 
period in 2019, a total of 834 
women and children were raped. It 
shows the violence against women 
has been increased during this 
pandemic.

Conclusion: COVID-19 pandemic 
influenced badly maternal health in 
Bangladesh. According to OGSB 
(Obstetrics and Gynaecology Society 
Bangladesh) Guideline, women, 
especially pregnant women should 
have access to woman-centered, 
respectful skilled care, including 
obstetric, fetal medicine and 
neonatal care, as well as mental 
health and psychosocial support, with 
readiness to care for maternal and 
neonatal complications. All should 
be aware of VAW and try to mitigate 
it at all level. COVID-19 Health 
service providers should be given all 
kinds of support and encouragement. 
With dealing all the challenges 

Fig3 : Breastfeeding by COVID- 19 patients  
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Why prioritize the Capital 
Market in the National Budget

Reaz Islam

Despite great resilience in the 
midst of the pandemic, Bangladesh 
is currently facing an array of 
challenges in uncharted territory and 
amid it is in dire need of innovative 
and decisive policy decisions. The 
FY22 national budget was no doubt 
critical for the pandemic and one 
that required deep reflection to make 
it a success and facilitate capital flow 
to Bangladesh. While sectors such 
as healthcare and education should 
always be a priority in the budget, 
the capital market should  also be 
an area that requires some careful 
consideration.

Over the last one year, the capital 
market has undergone tremendous 
change under the reign of the new 
BSEC commission. Regulatory 
moves and strong surveillance to 
decisively address manipulation 
and bring back discipline to the 
market have no doubt boosted 
investors’ confidence and turned 
the tide after a decade-long spell of 
dullness and negligence. Meanwhile, 
Bangladesh’s ability to remain 
resilient during the pandemic also 
has earned the country some extra 
points, which in turn has attracted 

more investors to the market. But 
there is still much left to be done to 
attract more investment to the capital 
market and the upcoming budget 
can play a decisive role to continue 
the momentum. 

Previous years’ budgets have made 
many failed attempts to bring 
changes in our capital market, such 
as raising the tax-free threshold of 
dividend income and imposing some 
measures to push companies to pay 
more cash dividend rather than stock 
in FY20 and allowing individuals an 
opportunity to whiten black money in 
the stock market in FY21. However, 
these attempts have not been able 
to do much as there has been a lack 
of an overall plan and execution to 
make the capital market more vibrant 
and sustainable. Past policy decisions 
and lack of priority has undoubtedly 
had an adverse impact in the 
investment sector in Bangladesh. 
Now, in FY22 too, the budget did 
not include anything new except for 
some tax exemption on capital gain 
to encourage investment in Sukuks 
– hence, once again falling short 
of addressing some of the burning 
issues in the capital market.

Investors have long been 
discontentabout double taxation 
and this is an area that needs to 
be carefully looked into. Taxation 
first at corporate level and then 
on dividends received serves as 
a disincentive and is a material 
opportunity cost as it can divert 
investors to look for alternative 
investment options. This is a major 
issue for foreign investors who 
consider taxation as an important 
criterion for investment decisions. 
Hence, this is a concern that should 
have been revisited and resolved by 

policymakers. In addition, reducing 
the capital gain tax for foreign 
investors, including Non-Resident 
Bangladeshis, or reducing it in 
initial years of investment up to a 
certain amount can also attract 
more foreign participation. The 
importance of foreign investors in 
our capital market should not be 
discounted any longer given the 
level of sophistication and multiplier 
effect that they bring in that has the 
potential to transform the entire 
economy and investment climate. 

Moreover, the reduction of the 
corporate tax gap by 2.5 percentage 
points for only non-listed companies 
in FY21 is only likely to have 
discouraged private companies to 
become listed to some extent. While 
the government has now reduced 
corporate tax by a further 250 basis 
points for both listed and non-listed 
companies in the FY22 budget, there 
is still a strong need to increase the 
gap between their tax rates in order 
to incentivize suitable companies to 
come to the capital market. 

Financial literacy is another area that 
has never received due attention in 
our budget. At present, there are 
several ongoing projects to improve 
financial literacy including the one 
run by BSEC. But this is an area 
that requires emphasis on a much 
wider scale as the benefits of it 
are manifold. Equipping our large 
population with better financial 
knowledge in saving and investing 
can help them choose the right 
financial instrument for themselves to 
grow their money based on their risk 
appetite and hence encourage more 
investment in the capital markets. 
Financial literacy in Bangladesh is 
also necessary for ensuring inclusive 
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growth as well as for expanding 
our taxable universe, which can 
eventually enhance tax revenue 
collection and bring some relief to 
our widening budget deficit. 

Lastly, it is also important to note 
that the technology we have been 
using in our capital market is 
significantly lagging behind. And 
the forced closure of the stock 
market during the 66-day lockdown 
in 2020 exposed this outdated 
technology. Also, the DSE trading 
app continues to have glitches 
despite the upgrade it underwent 
earlier in the year. This has irked 

investors and directly impacted 
investor participation. For instance, 
when the app was malfunctioning on 
22nd April, trade order submissions 
via the app declined by 38% the 
following day. Budgetary support 
towards investment in technology to 
modernize the bourses, introduction 
of diversified financial instruments 
and strengthening surveillance in the 
market to wipe out irregularities can 
do wonders for our stock market.  

Inaction or ineffective policy 
decisions regarding the capital 
market will most certainly deprive 
Bangladesh from reaching its true 

potential. The capital market needs 
to be one of the key priority sectors 
in our national budget. What we 
also require is an intermediate to 
long-term comprehensive plan for 
its development under the right 
leadership in order to increase 
participation as well as enhance the 
much needed breadth and depth 
of the market --- so that the entire 
economy can benefit from a vibrant 
capital market. 

------------------------------------------------------
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Budget FY ‘22 and Beyond - 
Medium Term Perspective

Saad Ikram Saffat

National budget for Fiscal Year 
(FY) 2021-22 in Bangladesh was 
the second budget announcement 
since the start of the pandemic. As 
we see economies move in and out 

of lockdowns multiple times amid 
vaccination drive, national fiscal 
budgets and government stimulus 
are at the center of global economic 
recovery. Similar to many other 
countries, Bangladesh is witnessing 
a K-shaped recovery where different 
parts of the economy are recovering at 
different rates and time.

The finance ministry has made a 
budget proposal of BDT 6.03 trillion 
for FY 22, which is 6.3% higher than 
FY 21 original budget and 12% higher 

than FY 21 revised budget. The budget 
deficit for FY 22 amounts to BDT 2.14 
trillion, which translates to 6.2% of 
GDP, marginally higher than 6.0% and 
6.1% envisaged under FY 21 original 
and revised budget respectively. For 
FY 22, BDT 2.37 trillion has been 
allocated to development activities, out 
of which BDT 2.25 trillion has been 
allocated for the Annual Development 
Program (ADP), whereas non 
development expenditure has been 
proposed at BDT 3.61 trillion. The 
ADP allocation is 9.8% higher than 
FY 21 budget and 14% higher than 
revised FY 21 budget.

The tax revenue target for NBR has 
been kept unchanged at BDT 3.3 
trillion, which however is 9.64% higher 
than FY 21 revised budget. Given the 
likely shortfall of actual tax revenues 

in FY 21, the growth in the revenue 
target appears to be higher. Non-Tax& 
Non-NBR revenue target has been 
increased to BDT 590 billion from BDT 
480 billion in FY 22 budget. There 
has been a major shift in the mode of 
deficit financing as the government is 
set to increase its reliance on foreign 
borrowing to 46% up from 41% and 
37% in the FY 21 and FY 21 revised 
budgets respectively. The composition 
of domestic financing will also see a 
shift as government plans to borrow 

more from non-bank sources, primarily 
through sale of savings certificates. 
Non-bank borrowing will comprise 
of 18% of total financing up from 
13% in the last fiscal, whereas bank 
borrowing is set to decline to 36% 
from 46% for the same period. Till FY 
19, Bangladesh has been preparing 
budgets with deficit target set at 5% 
of GDP. However, the pandemic has 
weighed on tax revenues as businesses 
took a hit. Moreover, the government 
spending has gone up on healthcare 
as well as subsidies. As a result, the 
deficit target for FY 22 has been set 
above 6% for the second year in a row.

Major Changes

Implementation of Annual 
Development Program 

In FY 21, the Annual Development 
Program (ADP) implementation was 
49.13% till April. According to Ministry 
of Planning, most development works 
were stalled by the Covid-19 fallout 
as many foreign consultants and 
engineers engaged with the projects 
either left the country or were unable to 
return amid travel restrictions. Looking 
at past implementation trend, it evident 
that bulk of the implementation is 
skewed towards Q4 with about 35% 
being implemented in the last quarter 
on an average. 
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The government has set aside BDT 
473 billion for 12 fast-track mega 
projects, which is one-fifth of the total 
FY 22 ADP allocation. The allocation 
is 11.94% higher than FY 21 budget 
and 49% higher than the revised 

budget. The fast tracks projects include 
Padma bridge, Metro rail, Padma 
bridge rail link, Dohazari-Cox’s Bazar-
Gundum rail line, Rooppur nuclear 
power plant, Matarbari power plant, 
Payra deep seaport, Dhaka Mass 
Rapid Transit Line- 1 and Line -5, 
Bangabandhu railway bridge over 
the Jamuna, Dhaka-Ashulia Elevated 
expressway, and Karnaphuli Tunnel. 
Amongst the sectors, the transport and 
communications sector would receive 
highest BDT 617 billion allocation, 

followed by power and energy sector 
BDT 456 billion, physical infrastructure, 
water supply and housing sector BDT 
237 billion.

The government has targeted to 
complete 356 projects in FY22. In 
FY 21, out of the 441 projects in 

the ADP, the completion deadline of 
57 projects has been extended. The 
government has notified that it will be 
introducing digital platform (IBAS++) 
for all ministries and bring reforms in 
the process of disbursement of funds. 

Government said that these steps 
would help ensure the highest usage 
of project assistance and bring greater 
transparency in usage of funds in 
implementing projects. It is vital that 
the government tracks implementation 
of ADP to smoothen out the 
implementation across 4 quarters 
which will help ensure the quality of 
spending.

Revenue Mobilization

Tax receipts rose 13% to BDT 1.98 
trillion in the July-April period in FY 
21, buoyed by increased imports 
and higher collection from domestic 
sources. The growth in April 2021 
over last year was particularly high 
due to lower base effect as in April 
2020, collection were at multi-year low 

due to lockdown. Despite the recent 
growth, tax collection is likely to fall 
well short of the FY 21 target of BDT 
3.3 trillion and revised target of BDT 
3.01 trillion. As different segments 
of the economy and community are 

still recovering from the effects of 
Covid-19, the government has held 
FY 22 tax revenue target at BDT 3.3 
trillion unchanged from FY 21 level. 
The non-tax revenue target has been 
bumped up by 23% to BDT 430 
billion, a large sum of which may be 
realized from auctions of 2G and 4G 
spectrums.

With regards to revenue mobilization, 
the government policy makers, 
economists and all stakeholders 

agree that the Tax-GDP ratio needs 
a major boost to meet the country’s 
development requirements. In addition 
to other development needs, it is 
believed there is a $350 billion gap 
in infrastructure investment. To realize, 
Bangladesh’s goal of attaining middle 
income country status by 2031 and 
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Tax/ Policy Relief Tax/ Policy Tightening

A cut in corporate tax by 250 basis points for companies except 
financial services, telecom operators and tobacco companies. In-
come taxes on single person companies registered is reduced from 
32.5% to 25%

Individuals having net personal wealth over BDT 500million will 
pay a 35% surcharge on assets. The investment rebate is re-
duced to BDT 10million from BDT 15 million

A 20-year tax break for three and four-wheeler makers subject to 
20%-40% value addition, local employment and BDT 1 billion in-
vestment to promote the “Made in Bangladesh” brand

Income taxes on publicly traded providers of Mobile Financial 
Services increased from 32.5% to 37.5% and 40% for non-trad-
ed MFS providers

10-year tax exemption on hospitals outside major cities, agro-
based industries, home appliances, IT hardware as well as light 
engineering products

10% tax on incomes of over BDT 2 million and 15% tax on 
incomes of over BDT 3 million, up from the present 10% for 
Fisheries & Livestock Sector

10-year corporate tax exemptions for investments made in training 
institutes for about 25 types of skill development, to achieve the 
SDGs by 2030.

Some luxury items including perfume, liquor will see their AIT 
rate increase to 20% from the existing 5% 

Advance income taxes have been reduced from 4% to 3% for im-
port of raw materials for industries

Proposed raising import duty to 25% from 10% on mobile phones
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high income country status by 2041, 
a significant public sector spending 
will be required in addition to private 
sector investments and FDI. Hence, it 
is critical to improve the Tax-GDP and 
Revenue-GDP ratios which currently 
hover around 9-10%. In Planning 

Commission’s 8th Five Year Plan, it 
has been projected that Tax-GDP 
and Revenue-GDP ratios will improve 
to 12.3% and 14.1% respectively. 
Over the past 5 years, tax buoyancy 
(calculated as a ratio of percentage 
growth in tax revenues to growth in 
nominal GDP for a given year) has 
averaged around 1.00, which needs 
to be increased to around 1.20 levels 
to attain the Tax-GDP targets by 2025. 
Nominal GDP of Bangladesh has been 
growing at an average of 11-13% over 
the past decade. In order to increase 
the Tax-GDP ratio, annual growth 
of tax receipts need to exceed the 
nominal GDP growth. In FY 17 and 
FY 19, tax collection growth exceeded 

nominal GDP growth, whereas in FY 
18 and FY 20, the collection growth 
fell short of nominal GDP growth.

Economists and various think 

tanks have made a number of 
recommendations to the Ministry 
of Finance on structural reforms to 
improve revenue mobilization in the 
medium-term. The priorities include:

• Widening the Tax Net: 

According to the National 
Board of Revenue(NBR), there 
are only 6.1 million electronic 
taxpayers’ identification number 
(TIN) holders in the country 
out of which only 2.4 million 
taxpayers filed their income tax 
returns in the last fiscal year. 
Linking bank accounts with the 
tax identification number and 
the national identification card 
could help NBR in identifying the 
existing and potential taxpayers. 
Enforcement of tax measures 
and bringing more tax payers 
within the tax net will help 
the government in increasing 
revenue without increasing tax 

rates.

• Collaboration between 
Government Entities: Linking 
and establishing a database 

with the land registration office, 
Road Transport Authority, etc. 
would provide NBR access to 
information about taxpayers for 
estimating the total income from 
taxation. 

• Modernization of NBR: Revenue 
mobilization process could be 
further digitized through VAT 
e-invoicing and introduction of 
e-TDS system. As outlined in the 
Public Financial Management 
(PFM)Action Plan 2018-2023 of 
Ministry of Finance, NBR needs 
to launch an integrated on-line 
payment system for VAT, income 
tax and customs on a priority 
basis to facilitate taxpayer data 
sharing across various wings of 
the NBR.

Recently, the government has taken 
steps to make the e-TIN mandatory for 

buying savings certificates and postal 
savings deposits worth a minimum 
BDT 0.2 million each, obtaining 
registration of co-operative society 
and approval of any building design 
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from the municipality office. This 
is a part of NBR’s initiative o bring 
another 1 million taxpayers under the 
tax net. Currently, obtaining a TIN is 
mandatory for individuals and firms to 
obtain at least 36 services.

Budget Financing

Although budget deficit for FY 22 has 
been set higher at 6.2%, however it 
is not cause of concern as helping 
business and communities to recover 
from the Covid-19 shock is of utmost 
priority. Moreover, Bangladesh is very 
well placed in terms of Total debt-GDP 
ratio, which currently hovers around 
37-38% compared to 60-90% in most 
peer countries in Asia. In Planning 
Commission’s 8th Five Year Plan, Total-
Debt-GDP ratio is projected to hit the 

40% mark, with higher proportionate 
increase in domestic borrowing 
compared to foreign borrowing. In FY 
22 budget, government has set out a 
plan to borrow BDT 977 billion from 
foreign sources compared to BDT 
760 billion in FY 21 budget. Bank 
borrowing target has been set at BDT 
765 billion down from BDT 850 billion 
last year, whereas non-bank borrowing 
target surged to BDT 370 billion from 
BDT 250 billion.

In FY 22, 11.3% of the total budget 
is expected to be spent on interest 
payments from which 10.3% will 
be spent to service debt from 
domestic sources and only 1% will 
be spent to service foreign loans. It is 
commendable that the government is 

gradually shifting to foreign loans (46% 
of FY 22 budget from 41% in FY 21 
budget) which bear low interest rate. 
Bangladesh’s existing bilateral loans 
and loans from supranational entities 
range between 1-2%.Low External 
debt-GDP ratio along with strong FX 
reserves bolsters the case for foreign 
borrowing for budget financing. 
However, as conditions are usually 
attached to foreign loan disbursement, 
the government needs to pay extra 
attention to implementation timeline 
and efficient usage of allocated 
resources.

Many economists are suggesting that 
the composition of domestic borrowing 
needs to be reconsidered. Currently, 
the highest interest rate of savings 
certificates is 11.5% where as deposit 

rates in banks have come down to 3% 
to 4% because of liquidity surplus .In 
FY 21, savings certificate till Q3 stood 
at BDT 330 billion far exceeding the 
full year target of BDT 200 billion. As 
of March, surplus liquidity in banking 
sector has been reported at BDT 1.98 
trillion as private sector credit growth 
has remained subdued with 8-9% 
growth against 14.8% target set for FY 
21 by Bangladesh Bank. Businesses 
have shown reluctance to take out 
loans despite getting the lowest lending 
rate in recent history because of 
uncertainty in the pandemic situation. 
Given the ample liquidity in the 
banking sector, the government could 
easily borrow at 2-5% interest rate, 
which would drastically bring down the 

interest expenditure of the government 
that could be allocated to other priority 
sectors such as infrastructure, health 
and education systems, and social 
safety.

Priority Sectors

Social Safety

Covid-19 has reemphasized 
Bangladesh’s need for a universal 
social security plan for all citizens. At 
present, except for the government 
employees, the poor who are under 
the social safety net and a small 
number of private service holders who 
have pension schemes, the rest of the 
population are outside any public or 
private social insurance scheme. 

In the FY 22 budget, interest payment 
on savings certificate and other 
instruments constitute 9.1% of total 
social safety allocation, amounting 
to BDT 98 billion. As per various 
newspaper reports, records indicate 
that there are very few buyers of the 
national savings certificates from the 
poorer segment or pensioners, which 
suggests this fund could be better 
spent through a different mechanism 
that reaches its target segment. 
The government had announced 
subsidies at the start of the pandemic 
to provide loans at subsidized rate 
for the SME and Agriculture sector. 
BDT 200 billion fund was created to 
provide working capital loan facilities 
to SME. In FY 22, BDT 73 billion 
has been set aside for Covid-19 
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impacted sectors under social safety 
net. The government could consider 
providing more cash support to poor 
families as cash support is more 
beneficial than incentives as it creates 
demand in economy. In the medium 

term, government may also consider 
introducing unemployment benefits 
and unemployment insurance schemes 
to progress on its journey towards a 
welfare state.

Healthcare

In FY 22 budget, BDT 327 billion has 
been allocated for the health sector, 
which is 5.4% of the total budget. 
Despite the growing healthcare sector 
requirements due to the pandemic, the 
allocation as % of GDP remained at 
roughly same levels (0.95% of GDP 
in FY 22 vs. 0.92% in FY 21). As the 
8th FYP, government plans to raise 
the health allocation to 2% of GDP 
by 2025. World Health Organization 
recommends to set aside 5% of 
the GDP for Healthcare. To meet 
unanticipated emergency requirements 
and vaccination, the government has 
allocated BDT 100 billion similar 
to the previous budget. If sufficient 
vaccines are available, the finance 
ministry will spend more from the BDT 
240billion budget support pledged by 
development partners. Experts opined 
that despite a 5% annual increase 
in the health budget during the past 
decade, roughly 61% of the budget 
allocation in the sector was spent on 
operational purposes like salaries, 

medicine, utilities etc. They suggest 
an increase in budget allocation 
for healthcare to 10-13 % of the 
total budget and primary healthcare 
allocation to 30 to 35% of the total 
health budget from the existing 25%.

Education

Education sector received BDT 
719 billion allocation in FY 22.  
Primary and Mass education 
division received BDT 263 billion, 
Secondary and Higher education 
received BDT 364 billion, whereas 
BDT 92 billion was allocated to 
Technical and Madrasa education. 
Education allocation makes up 
11.91% of the total budget down 
from 12.28% in FY 21 budget. The 
share of GDP remained almost 
unchanged at 2.08%. Education 
sector will have to be Bangladesh’s 
cornerstone to attain its FDI 
targets, export diversification into 
engineering, IT sector as it will 
help fill the current skill gap. The 
8th FYP plan targets an increase 
in allocation to Education sector 
to 3.5%. The United Nations 
Educational, Scientific and 
Cultural Organization (UNESCO) 
recommend budget allocation for 
education to hold 4-6% share of 
GDP. Globally the education sector 
got impacted the most due to 
closure of educational institutes for 
an extended period. The reopening 
of the schools and colleges are 
closely interlinked with the vaccine 
procurement and inoculation drive 
by the Health Ministry.

As the mode of learning shifted 
online, the poorer segment 
of the society are at the risk 
of getting left behind. As per 
World Bank, nearly 38 million 
students in Bangladesh have 

missed out on the opportunity 
to receive proper learning since 
the start of the pandemic. Since 
digital learning may not be a 
feasible option for the poorest 
families, other methods may be 
employed including physical 
learning packages, mobile-based 
lessons or face-to-face classes 
maintaining social distance and 
protocols. Other measures could 
include supporting learning at 
home, by distributing books, 
digital devices where possible, 
providing remedial education 
to help students’ catch-up and 
ensure school retention; and 
restructuring the academic 
calendar to adjust for lost school 
days. As per World Bank, the 
reopening and recovery plan has 
to be melded into a longer-term 
education sector plan in line with 
the SDG4 education agenda 
for 2030, which aims to ensure 
inclusive and equitable quality 
education and promote lifelong 
learning opportunities for all.

-----------------------------------------------

The writer of this article is a Vice 
President of the Citibank N.A. in 
Bangladesh.
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CSR CORNER 

For over 30 years in Bangladesh, 
Citi has been emphasizing on 
diverse community initiatives across 
microfinance, education, disaster 
management, and community 
development activities. With Citi 
Foundation’s mission to promote 
economic progress and create 
measurable impact in the low-income 
communities around the world, Citi 
continues its philanthropic approach 
through various community initiatives 
including Citi UCEP (Underprivileged 
Children’s Education Programs) 
Technical Education Program, Citi 
Global Community Day and Youth 
Co:Lab program in Bangladesh. 
Enabling progress in communities 
we serve is in our mission statement 
and during these challenging times 

of COVID-19, we have continued to 
provide our response to the urgent 
needs of our communities, including 
those who are less privileged, and 

Citibank, N.A. Bangladesh 
in the communities

remained committed to support 
the strong economic growth of 
Bangladesh. Some of these initiatives 
are highlighted below.

Youth Co:Lab Accelerator 
Bangladesh

Co-created in 2017 by the United 
Nations Development Programme 
(UNDP) and the Citi Foundation, 
Youth Co:Lab aims to establish a 
common agenda for countries in 
the Asia-Pacific region to skill up, 
connect and empower the youth to 
accelerate the implementation of 
the Sustainable Development Goals 
(SDGs) through leadership, social 
innovation and entrepreneurship. 

Jointly organized by Citi, United 
Nations Development Programme 
(UNDP) and ICT Ministry for the third 
consecutive year in Bangladesh, 

Youth Co:Lab Accelerator 
Bangladesh is a crowdsourcing 
activity for youth-led ventures for 
sustainable development challenges 
and to assist these solutions to 
accelerate their impact in the society. 

Amar Lab, Kotha, Liter of Light 
Bangladesh, Mechanic Koi and 
Releaf were awarded in the closing 
event of “Youth Co:Lab Bangladesh 
National Springboard Programme 
3.0”. These teams came up with 
excellent solutions with significant 
social impact at the community 
level for attaining the SDGs. The 
selected startups received a rigorous 
mentorship programme which 
focused on building the efficiency of 
the startups through critical analysis 
of key business functions and 
providing essential training on up-
to-date practices. Some of them will 
also represent Bangladesh during the 
upcoming regional summit. 

Citi UCEP Technical Education 
Program

The Citi Foundation has been 
supporting the Citi UCEP 
Technical Education program in 
partnership with UCEP since 2014 
in Bangladesh. Since the inception 
of the initiative, about of 2300 
underprivileged young women 
aged between 17 to 25 years have 
received the skills training under this 
program.

The project aims to create a 

Photo: Citi UCEP Technical Education Program Student

Photo: Youth Co: Lab Accelerator Bangladesh 3.0
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sustainable economic change to 
the livelihood of the young women, 
people with disabilities (PWDs) and 
their families, better management 
of financial resources and financial 
behaviors while also contributing 
to achieving the Sustainable 
Development Goals (SDGs) by 
ensuring quality education, gender 
equality and decent employment.

Currently, 250 women are in the 
skill development program and 
50 women are receiving business 
incubation support under the 
2020 project. They are currently 
undergoing on job assignments 
and will proceed to industry 
placement following their assignment 
completion.

Citi Global Community Day 

Global Community Day Reimagined 
initiative in 2021, the 16th edition of 
the annual Citi event. This year, in 
response to global food insecurity 
issue as a result of the pandemic, the 

bank and its volunteer employees are 
providing 5,500-unit meals to low-
income households. 

In Response to COVID-19 
Pandemic

• Citibank, N.A. Bangladesh 
is supporting low-income 
vulnerable communities 
impacted by COVID- 19. The 
bank is providing food support 
to the low income households 
for three months, health and 
hygiene kits, physical health 
support, on-call mental health 
support and livelihood support 
for small businesses. Under the 
livelihood program, individuals 
who are affected by the 
pandemic will be provided with 
re-skilling trainings and will be 
given necessary in-kind support. 

• In 2020, Citi Foundation 
contributed to support the 
distribution of food and hygiene 
packages to about 7,000 

vulnerable households affected 
by the pandemic and boosted 
remote healthcare services.

• In 2020, Citi further supported 
about 9,000 women from low-
income families in Kurigram 
and Shatkhira received the food 
and hygiene packages.

Other Initiatives

• Demonstrating Citi’s 
commitment towards disaster 
response initiatives, Citibank, 
N.A. Bangladesh conducts 
yearly donation of blankets and 
mosquito nets to support low-
income communities affected 
by winter cold waves. 

• Promoting Bangladeshi  Art 
and Culture, Citibank, 
N.A. Bangladesh has been 
organizing ‘Citi Gaane Gaane 
Gunijon Shongbordhona’  
initiative since 2004.
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