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Executive Summary
As the COVID-19 pandemic continues to ravage the health and safety of the citizens of
Bangladesh, the economy plummets due to mandatory closure. Low income and/or
labor-intensive jobs, which represent most of the informal sector and a significant share of
SMEs, have been most affected. Many of these jobs are temporary and will come back as
the economy opens. However, some of the job losses will be more permanent. According to
CRI estimates, the “permanent” impact job loss estimates are 6 million, which would nearly
double the unemployment rate. It would affect approximately 24 million people.
The increased unemployment and lack of access to basic necessities has created a subsection of the poor named the “new poor”. These are people who have fallen back below the
poverty-line due to income loss from COVID-19 related economic disruptions. The estimated number of new poor is 38 million - 27 million in rural areas and 11 million in urban areas.
Therefore, this new poverty rate is estimated at 22.6%. When the existing 18.9% poor is
added to the new poor, the poverty incidence jumps to 41.5%.
Currently, the policymakers have planned to implement a combination of fiscal and monetary stimulus - collectively amounting to more than BDT100,000 crore (3.7% of GDP). However, a jobless recovery might put the progress of the past decade at risk, especially in the
context of a country with a high youth population. More sector specific stimulus and a
smart budget is required to create low skill low income jobs, which is very critical for
inclusive growth. Some key points focused on job creation for policymakers to consider:
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1

Provide additional incentives to labor-intensive subsectors in which Bangladesh could fill
domestic demand and export excess supply where applicable. The Agriculture sector,
including livestock and fishery subsectors, stands out as the largest contributor at 41% of
total employment while contributing only 13.7% to the GDP. In addition, there is an
opportunity to export produce if domestic demand is met. Other relevant high
employment generating sectors include RMG, Medical Goods and Equipment
Manufacturing, food processing, Transport & Logistics, Retail Trade, Construction,
Pharmaceuticals and Healthcare.

2

Resume the labor-intensive infrastructure projects at the earliest convenience.

3

Provide immediate access to finance for informal sector MSMEs who don’t have access to
banks. Government can leverage PKSF along with banks and channel additional funds to
refinance lost businesses through partner MFIs to their existing SME clients. An integrated
strategy of digital finance services, formalized banking incorporation and shared-risk in
loan provision should be implemented.

4

Refocus the skills development programs to train healthcare workers and upskill returning
remittance workers.

5

Fast track the ‘Amar Gram, Amar Shohor’ initiative to promote localized economic activity
and job creation.

Context
The devastating effects of the COVID-19 pandemic goes beyond the loss of hundreds of
lives in Bangladesh – it is an economic, social, and humanitarian crisis. Measures to reduce
the spread of COVID-19 such as market and border closure, movement restriction, and
social distancing has had an immediate and largely negative impact on labor intensive
jobs. Factories, farms, retails, tourism, transportation, and marketing chains are the most
affected.
The informal sector has particularly taken a nosedive. Some 84% of the 60 million strong
labor force still engages in some form of informal self-employment or “low income”
employment, such as subsistence farming, daily construction, transport services, or urban
street hawking. These jobs are disproportionately skewed towards the low skilled, low
income segment. ¹Workers and entrepreneurs from this segment come from households
with low savings, limited access to liquidity, and nonexistent health insurance.
Hoarding and disruption of logistics have caused food shortages and price fluctuations. In
addition, the young labor force (43% below 35 years of age) have a significantly lower
tendency to save. These, along with reduced purchasing power, translate to diminished
access to food and basic needs². Drawing down savings, income sources differentiation is
not an option the disadvantaged can cling to for long. As a result, the livelihood and food
security of many are at stake.
The COVID-19 pandemic has not only reduced employment and income generation, but
also made a noteworthy impact on the overall economy. The World Bank projects overall
economic growth in the current (FY2020) and next fiscal year (FY2021) to be in 2–3% range.
An analysis by ADB in March 2020, determined that the GDP may contract by as much ³as
1.1% (in the hypothetical worst-case scenario). That means, COVID-19 could wipe-off around
$3 billion from the economy. Emerging assessments from Export Promotion Bureau
suggests that export earnings in FY2020 could be $5 – $8 billion lower than that of the
previous year (i.e. up to a negative growth of 20%). Remittances that have traditionally
played a critical role in boosting consumption demand for rural households were down by
12% in March and 30% in April 2020. The inflows are likely to deteriorate further in the
coming months. According to the World Bank projection, remittance will fall by 22% in
2020.
This publication looks at the impact of the COVID -19 pandemic in terms of job loss, does a
deep dive on vital factors that influence job creation, captures current initiatives by the
Government relevant to employment, and offers some key recommendations focused on
job creation for policymakers to consider as they work on economic recovery and the
2020-2021 fiscal budget in the next 12 months.

1. Derived from Labor Force Survey 2016-2017, Bangladesh Bureau of Statistics.
2. Derived from Labor Force Survey 2016-2017, Bangladesh Bureau of Statistics.
3. South Asia Economic Focus Spring 2020, The World Bank.
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Understanding Job Loss
In the context of Bangladesh, the pandemic has
created two kinds of employment loss:
“temporary”
lockdown-induced
jobs
and
“permanent” impact jobs. Estimates from various
sources put the immediate temporary job loss
figure (for 2 months of lockdown) between 12 to
17 million. This job figure is estimated from the
shutdown of major 4 sectors: 7 million MSME
services, 5 million transport (including rickshaw
pullers and CNG drivers), 3 million in construction
and 3 million manufacturing (including MSME
manufacturing) jobs.⁴ A survey report by
LightCastle Consulting Firm estimates an
additional 10 million people have lost livelihood in
the agriculture sector⁵. In that case, the figure
would edge up to somewhere around 25 million.
Many of the job loss limited to the period of
Government
imposed
restrictions
(approximately 2 months) are temporary.
Majority of Rickshaw pullers, CNG drivers and
bus⁶ operators will gradually ease into work as
the country restarts the economy. Some day
laborers will find immediate work in the
agriculture sector as the harvesting season peaks
and as the construction industry starts to open.
Employment has also started to pick up in in the
garments sector as the factories start to reopen.
However, the unavoidable decline in trade and
output means that many of the layoffs are
permanent. These jobs will be the main factor in
determining the impact of the COVID-19
pandemic
on
livelihood.
A
telephone
phone-based survey undertaken by Bangladesh
Health Watch and BRAC University shows that as
much as 47% of RMG workers (which will be
around 2.3 million) might lose their jobs due to
widespread cancellation of export orders and
uncertainty about future export prospects.⁷
4. Derived from Labor Force Survey 2017-2017, Bangladesh Bureau of
Statistics. And insight analysis by Policy Research Institute.

Jobs in selected
sectors

1.5 Million
Rickshaw Pullers

3.6 Million
Garments Workers

5.2 Million
Transport Workers

2.6 Million
Construction Workers

5. Impact of Coronavirus on Livelihoods: Rural and Low-Income Population of
Bangladesh, 12 May 2020, LightCastle Partners
6. Lockdown period has been estimated to be 2 months for the reference of
analysis purposes.
7. What the pandemic means for RMG workers:
https://www.dhakatribune.com/opinion/op-ed/2020/05/05/what-the-pandemi
c-means-for-rmg

3

2.4 Million
Hawkers
Source: Innovision Research

Estimates from various sources of
“permanent” impactful job loss
Unemployed
(million)

Indivisuals
impacted
financially
(million)

World bank

7

28

ADB

4

16

PRI

12

58

CRI

6

24

Source

CPD

56

PPRC/BIGD

70

News Interviews

50

CRI estimation on the new number of unemployed
in Bangladesh (accounting the COVID-19 job loss)
stands at a doubling 6 million, which is 10% of
the labor force.
Assuming four people per household, some 24 million
people are impacted financially for a longer period due
to Covid-19.⁸

8. Inferred from the Household Income and Expenditure Survey 2016, Bangladesh Bureau of Statistics.
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The Poverty Situation: “New Poor”
Livelihood, income, and poverty are interrelated. Bangladesh has consistently had a poverty
reduction rate of 1.2% per year since 2010. With the loss of livelihood and subsequent fall in
income, the pandemic has created another subsection of the poor: the “New Poor”.
Estimates of new aggregate poverty incidence (in %) induced by Covid-19 pandemic
according to sources are as below:
4.1

PPRC/BIGD

39.8

33.2

PRI

BIDS

A PPRC/BIGD survey (April 17, 2020) finds large income losses among poor and vulnerable
population groups. The rapid assessment shows that income of urban residents fell by, on
average, 82% (in comparison with their monthly income in February 2020), while
corresponding reduction for rural respondents was 79%.⁹ The estimated number of new
poor resulting from COVID-19 related economic disruptions₉ is 38 million - 27 million in rural
areas and 11 million in urban areas. Therefore, this new poverty rate is estimated at 22.6%.
When the existing 18.9% poor is added to the new poor, the poverty incidence jumps to
41.5%. PRI calculates poverty through consumption projection. An estimated decline in
consumption expenditures will aggregate poverty incidence between 34.1-45.5%.¹⁰ As such,
PRI projects the size of the new poor to be between 12.8 million and 26 million. BIDS
estimates that the new poor will be around 24 million (18 million in urban and 15.5 million in
the rural areas). The new poverty rate can rise to 33.2%.¹¹

The importance of MSMEs
and the Informal Sector
Some 51 million workers, including seasonal
agriculture workers, are engaged in the
informal economy. There is a strong overlap
between the MSME (micro, small and medium
enterprises) sector and the informal sector in
Bangladesh. There are around 10 million
MSMEs employing approximately 18 million
people in Bangladesh.¹² A 2015 analysis by ADB
shows that MSMEs contribute to 25% of the
GDP and accounts for 40% of the
manufacturing output.¹³ According to SME
Foundation, MSMEs contributed to 2 out of 3
jobs in the private sector. A survey conducted
by LightCastle Partners shows that 70-80% of
the non-agricultural jobs are created by the
MSME sector. ¹⁴

Breakdown of informal sector
employment

16.7%
48.4%

Industry

34.9%

Services

Agriculture

Source: CRI estimates based on BBS data
9. “Livelihoods, Coping, and Support during Covid-19 Crisis,” 16 April 2020, BIGD and PPRC.
10 “Reaching Out to the Poor and Needy with Direct Cash Support: Dealing with the Last-Mile Delivery Challenge,” April 2020, Policy Research Institute.
11. Coronavirus shutdown makes 2.4cr new poor in Bangladesh: https://www.newagebd.net/article/105687/coronavirus-shutdown-makes-24cr-new-poor-in-bangladesh-binayak-sen
12. MSMEs - both a choice and a reality for Bangladesh: https://www.thefinancialexpress.com.bd/views/msmes-both-a-choice-and-a-reality-for-bangladesh-1566055028
13. At the core of our potential: https://www.dhakatribune.com/opinion/2018/07/10/at-the-core-of-our-potential
14. Impact on Bangladesh’s SME Landscape, based on survey on 4 April, 2020, LightCastle Partners and Sheba.xyz

Employment and Growth:
A Sectoral Perspective
A sector’s contribution to employment does not
necessarily translate to a parallel contribution in
GDP. The top five largest employment generating
sectors
(Agriculture,
Manufacturing,
Trade,
Transportation & Logistics and Construction)
account for 84% of total employment while
contributing 70% to the total GDP.¹⁵ The Agriculture
sector, including livestock and fishery subsectors,
stands out as the largest contributor at 41% of total
employment while contributing only 13.7% to the
GDP. Assuming the proportional contribution holds
true, 1% gain in GDP in Agriculture sector translates
to 3% increase in employment.¹⁶ This indicates low
productivity with the ability of soak in significant
volume of low-income labor. This sector also
provides the opportunity to export produce if
domestic demand is met.
The highly productive Manufacturing sector
accounts for almost one fourth of total GDP. Not
only does this sector directly employ 14% of the total
employed, but also has a broad multiplier effect on
employment. A working paper by economist Zaidi
Sattar, estimates that the Manufacturing sector
such as RMG, Knitting, Furniture, Food Processing
and Light Engineering are among the highest in job
multiplier effects. The export oriented RMG sector is
particularly susceptible to the risk of an impending
global recession.

The Agriculture
sector stands out
as the largest
contributor at
41% of total
employment while
contributing only
13.7% to the GDP

Sectors such as Trade (wholesale and retail),
Transportation & Logistics, and Construction are
driven by domestic demand and have a more
balanced contribution to both employment and
GDP.
The other sectors worth mentioning are Education,
Health, and the Public sector. Given the current
landscape, focus on healthcare is paramount. While
the Education sector is labor intensive, job creation
in Public Sector is immediate. Moreover, the
capital-intensive
Government
infrastructure
projects employ substantial low-income labor.

15. Authors’ estimates.
16. Authors’ estimates.
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Employment Share vs GDP Share by Sector
Sector

Employment share

GDP share

Agriculture

41%

14%

Manufacturing & Processing

14%

24%

Wholesale & Retail

14%

13%

Transportation & Logistics

9%

11%

Construction

6%

8%

Education

4%

2%

Household

2%

2%

Hospitality

2%

1%

Public Sector

2%

4%

Health and MFIs

1%

2%

Post, Telecom & Technology

1%

3%

Finance

1%

3%

Energy

0%

2%

Real estate

0%

6%

Other Misc Services

5%

10%

Source: National Accounts 2020, BBS and Labor Force Survey 2016-2017, BBS; CRI Analysis
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Government Actions and Analysis of the Measures
The government has already taken major steps to address some of these issues in the short
term. The economic stimulus declared by the government of Bangladesh is broadly an apt
economic response as it has been quite comprehensive in nature and aims to re-energize
and inject much needed cash into most of the critical sectors in the economy. In particular,
the policymakers have planned to implement a combination of fiscal and monetary
stimulus - collectively amounting to more than BDT 100,000 crore or 3.7% of GDP, which is
unprecedented in the context of Bangladesh. It aims to ensure that the workers in the
Manufacturing and Service sectors receive their salaries, and low-income families receive
basic income or food support, which is commendable.
Some salient features of the stimulus to date from the perspective of jobs are:
BDT 30,000 crore of working capital for industries and service sectors through
commercial banks. These loans will be of 9% interest rate, half to be borne by the
borrower and the other half by the Government as a subsidy.
BDT 20,000 crore of working capital for the MSME sector. The borrowers will pay the
interest at 4%, while Government will subsidize the remaining 5%.
BDT 9,500 crore as subsidy for agricultural sector.
BDT 5,000 crore of working capital for agricultural businesses excluding crop industries
(e.g. horticulture and livestock) through commercial banks. The borrowers will pay the
interest rate of 4% and banks would be subject to interest rate at 1% from Bangladesh
Bank.
BDT 5,000 crore for the purpose of payment of salaries to employees engaged in
export-oriented industries. The loans would bear 0% interest. Banks may charge a
one-time 2% service charge.
BDT 2,000 crore soft loans to migrant workers, unemployed youth and rural
population. Four institutions focused on rural financing will disburse the loans.
BDT 760 crore for people who have lost jobs during the shutdown.
BDT 700 crore as soft loan to the returnee migrants to start business.
BDT 250 crore for subsidizing Open Market Sale in urban areas.
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Key points to consider
While the stimulus is massive and unparalleled in the context of Bangladesh, the
policymakers must continue to investigate ways to quickly boost the economy and bring
back the lost jobs. The silver lining is that Bangladesh’s macroeconomic stability (low debt,
low deficit, contained inflation and foreign currency reserves) puts the country at an
advantage to borrow in the short term and spend on development programs. An
evaluation by the Economist Intelligence Unit ranks Bangladesh’s macro-stability 9th

Selected 66 emerging economies ranked on four measures of financial strength and
macroeconomic stability
Strongest

Weakest

1 = Strongest
Country
(with rank)

Foreign
Public
debt
debt
% of GDP, 2020

Cost of
Reserve
borrowing cover

1 Botswana
2 Taiwan
3 South Korea
4 Peru
5 Russia
6 Philippines
7 Thailand
8 Saudi Arabia
9 Bangladesh
10 China
11 Guatemala
12 Vietnam
13 Poland
14 Nigeria
15 Trinidad and Tob.
16 Indonesia
17 UAE
18 India
19 Czech Rep.
20 Paraguay
21 Bolivia
22 Kuwait
23 Azerbaijan
24 Ivory Coast
25 Malaysia
26 Morocco
27 Romania
28 Mexico
29 Colombia
30 Brazil
31 Chile
32 Dom. Rep.
33 Uruguay
Sources: The Economist (Economist Intelligence Unit)
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Country
(with rank)

34 Croatia
35 Qatar
36 Kazakhstan
37 Egypt
38 Namibia
39 Uganda
40 Costa Rica
41 Ethiopia
42 Kenya
43 Pakistan
44 Turkey
45 Iraq
46 Senegal
47 South Africa
48 Ghana
49 Hungary
50 Jordan
51 Panama
52 Gabon
53 Ukraine
54 Ecuador
55 El Salvador
56 Jamaica
57 Argentina
58 Oman
59 Mongolia
60 Tunisia
61 Sri Lanka
62 Angola
63 Bahrain
64 Zambia
65 Lebanon
66 Venezuela

Foreign
Public
debt
debt
% of GDP, 2020

Cost of
Reserve
borrowing cover

among 66 emerging economies. This is despite
the relatively low tax to GDP ratio (currently at
below 10%) of Bangladesh. Countries such as
Nepal (19%) and India (22%) have significantly
higher spending ability from their tax
collection.¹⁷ There is also an opportunity to make
the proposed budget smart by reprioritizing
some of the spending and address the changing
nature of economic engagement in the COVID-19
era.
In addition to continued cash transfers to the
poor, this paper provides five key points for
policymakers. The center piece of our proposed
recovery strategy is immediate job creation,
keeping in mind possible future stimulus
packages and preparation for the FY2020-21
budget.
1. Provide additional incentives to
labor-intensive subsectors in which
Bangladesh could fill domestic demand and
export excess supply
Agriculture: According to the New York Times, a
global food crisis is looming and the number of
people facing acute hunger might double to 265
million by the end of this year. The PM has already
predicted a global food shortage. As a result, a
substantial portion of the stimulus package has
already been targeted to ensure domestic food
security. The global shortage might be an
opportunity for Bangladesh to meet its domestic
demand and increase its share of global exports
in agriculture. More targeted stimulus should be
considered
for
this
sector,
encouraging
production of essentials such as lentils, potatoes,
wheat, and rice along with fish and poultry. The
Government has already secured rice supply
through the purchase program of the Ministry of
Food. This program should be extended to other
essential produce to ensure food safety. If storage
or logistics are problems for the government,
then the farmers may temporarily store it
themselves or can aim to sell off the product to
the market. Excess produce can be exported to
ease the global food shortage. The employment
intensity of the Agriculture sector (every 1%
increase in share of GDP contributes to 3%
increase in share of employment) also provides
much-needed livelihood for the low-income
working population.

17. World Development Indicators database, World Bank.

FOREIGN INVESTMENT
This is the ideal time for
Bangladesh Investment
Development Authority (BIDA) to
aggressively follow suit of
India and Vietnam and actively
woo global producers to our
economic zones (EZs) as they
relocate their manufacturing
facilities from China. Many
manufacturing units are set to
move out of China in
post-pandemic times. Vietnam
has already tapped into a
section of the investment.
Bangladesh can tap into some,
especially the labor-intensive
units, within next year. The
government should target to
fully complete 3 EZs by end of
the year. A revamped Brand
Bangladesh marketing should
be done in next 4 months.
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Trade, Transportation and Logistics: The Open Market Sale (OMS) scheme should include
a countrywide expansion to more essential produce along with rice for the next six months,
at the least. Transparent sourcing, health safety of the supply chain and a more
accountable distribution system will be critical to the success of this program.
Produce, Fast Moving Consumer Goods (FMCG) and Healthcare are among the major
industries facing prominent logistical challenges, particularly in local markets.
E-commerce has stepped in to meet the increasing consumer demand for daily supplies in
urban areas. However, logistics support in rural areas continues to be a challenge.
Roadways and railways are relatively less affected by the COVID-19 impact on the logistics
sector when compared with airways and waterways.
The primary concern faced by the road transport segment is ensuring the health safety of
the drivers and operators as well as security of their infrastructure. The private sector is
continuously tracking the current situation and is coming up with new strategies to ensure
continued supply.
The Government should cut domestic oil consumer-prices consistent with the falling
global prices, provide tax incentives to logistics companies to expand their network to rural
areas, and partner with the transportation sector to provide health safety to the
infrastructure and the drivers operating on it. The prices of diesel should be particularly
cut-down because it will provide relief to the irrigation and bussing-trucking services.
Food processing: The advantages of the Agriculture sector will spill over to the Food
Processing industry as Bangladesh looks to move up the value chain. The latter sector
currently accounts for 1.7% of GDP and employs about 2.2% of total workforce, of which 70%
are low skilled labor. The potential global food crisis provides an opportunity to scale up
food processing and claim a bigger share of the US$2 trillion global industry. Additional
incentives can be provided for exports of packaged, dried, and canned food, which have
longer shelf lives.
RMG: this sector continues to be one of the largest contributors to GDP in Bangladesh. In
the post COVID-19 universe where safety is paramount, the sector should be incentivized to
get into medical safety goods market. Manufacture of products such as masks, glovers and
PPEs are quintessential due to increasing global demand and heightened uncertainty in
the backdrop of a looming global recession. According to market insights firms VynZ
Research, the PPE market alone is set to expand from $55 billion in pre-COVID-19 time to
$90 billion in the next 4 years. Technical knowledge and training can be requested from
international NGOs such as IOM, UNDP and WHO to quickly get up to speed on
international standards and regulations. Beximco Group, one of the largest local
conglomerates, has already set an example by 6.5 million PPE gowns to the United States.¹⁸
Other healthcare products: products such as low-cost ventilators and hygiene/cleaning
products can also be produced by light manufacturing industries if properly incentivized.
Pharmaceuticals: This rapidly growing sector should be provided access to low cost capital
to further expand and diversify the production of essential medicine. In 2018, the country's
domestic pharmaceutical market size stood at BDT 20,500 crore with 15.6% compound
annual growth rate (CAGR) for the last five years.¹⁹ Eskayef Pharmaceuticals Ltd, also
known as SKF, became the first pharmaceutical company in the world to produce
Remdesivir, a drug which is recognized as very effective for the treatment of coronavirus.²⁰
18. Beximco exports 6.5 million PPE to US:
https://www.dhakatribune.com/bangladesh/2020/05/25/beximco-exports-6-5-million-ppe-to-us
19. Bangladesh pharmaceutical industry blooms bigger:
https://www.dhakatribune.com/business/2019/08/22/bangladesh-pharmaceutical-industry-blooms-bigger
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20. Bangladesh produces world's first generic Remdesivir for Covid-19 treatment:
https://en.somoynews.tv/7819/news/Bangladesh-produces-worlds-first-generic-Remdesivir-for-Covid-19-treatment

Pharmaceutical exports Earning in $ Million
150

130.00

120

103.46
89.17
90

69.24

72.64

60
2014-15

2015-16

2016-17

2017-18

2018-19
Source: EPB

The Healthcare Services sector must also be given priority in next fiscal year’s budget in
order to better handle the ongoing health crises. Government health spending is one of the
lowest in Asia and the pandemic has exposed the need for further development of
healthcare facilities, particularly in rural areas. Recommendation of Center for Policy
Dialogue’s (CPD) and other leading researchers of increasing Government health
expenditure from 0.9% to 2% of GDP in next year’s budget is in line with that of other Asian
countries.

Health expenditure of
regional/comparator
countries as percentage of
GDP (2018)

0.9%
bangladesh*

1.3%

1.7%

india**

sri lanka

3.7%
2.2%
malaysia

2.5%

Vietnam

thailand

*Bangladesh data is from 2019
**India's share will be higher. This data only comprises of central gov spending. State gov
expenditures are not accounted.
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Construction: Nearly 1 in 15 employed work in the construction industry. Many more are
employed locally in the production of building products. Both construction and building
product manufacturing provide jobs for people with varying levels of skill, including
unskilled day laborers. Most concrete and steel reinforcement, bricks, building boards,
doors and tiles are made locally. A substantial portion of domestic electrical and plumbing
products, including sinks, pipes and electrical cables are also made locally. The
Government should consider providing a stimulus package to the construction sector that
targets sourcing from local suppliers and hires certain percentage of day laborers. The
Government can set DFS salary payment to day laborers as a condition for stimulus receipt
to ensure transparency; a strategy that has worked successfully in the RMG sector.

Key Industries to consider for policymakers – A Qualitative Analysis:
Least

Most

Industry

Employment

Income

Spillover

Low-skill jobs

Rural presence

Export friendly

Livestock
Fishery
Crop
RMG
Protective Medical
goods Manufacturing
Food processing
Construction
Retail Trade
Logistics
Transport
Light Engineering
and Medical equipment
Healthcare

2. Resume the labor-intensive infrastructure projects at the earliest convenience.
Relevant ministry budgets such as LGRD and Road & Transportation funding should be
increased appropriately to fast track the labor-intensive public infrastructure projects such
as Padma Multipurpose Bridge project; the Dhaka Metrorail project; Karnaphuli
Underwater Tunnel project and Dhaka Elevated Expressway project to name a few. Local
government bodies should be pressured to expedite urban and rural infrastructure
projects including road repair and street light installations.
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3. Provide immediate access to finance for MSMEs.
According to the LightCastle Partners survey, more than half (52%) of the MSMEs have shut
down due to the COVID-19 crisis.²¹ Their survey further suggests that nearly 64% of the
MSMEs have either laid-off all their staff and/or will lay off more than half of their staff within
the next 3 months. A conservative estimate would put the job loss number in this sector to
approximately 4 million.
While BDT 20,000 crore working capital stimulus has been provided for the MSME sector,
the distribution will be largely done through the banks (and some limited financial
institutions), which most informal sector MSMEs don’t have access to.The informal sector
MSMEs mostly take collateral loans from Micro Finance Institutions (MFIs) and are in dire
need of working capital to restart their businesses. While BDT 3,000 crores has already been
allocated to MFIs through commercial banks in the existing stimulus package, the demand
is significantly higher for collateral free loans. Through MFI partners of Palli Karma Sahayak
Foundation (PKSF), the Government can consider additional stimulus for informal sector
MSMEs focusing on:
Informal sector MSMEs such as restaurants, local grocery stores, local fruit shops,
welding shops and cottage industries
Informal transportation sector including Rickshaw pullers/CNG-electric rickshaw
owners and goods-carriers
Livestock and fishery. For instance, Eid Ul Adha is around the corner and there is a
huge local demand for cow fattening related activities In order to relaunch informal
sector businesses, the stimulus should promote the use of Digital Financial Services,
both Mobile Financial Service (MFS) and Agent Banking, along with traditional
banking. Loan provision risks should be shared by the government so that the MFIs
are encouraged to distribute the funds to the fields as quickly as possible. The
Microcredit Regulatory Authority (MRA) should also relax the reserve fund criteria for
the MFIs at least for the next two years to provide more liquidity to the entrepreneurs.
4. Refocus the skills development programs to train healthcare workers and upskill
returning remittance workers.
The existing budget on skills development should be reallocated to produce more health
technicians, nurses, and other healthcare professionals. The objective is to meet local
demand as well as export these skills abroad as borders open in the coming years (a 2-year
frame may be created). The demand for trained caregivers is already at a peak in developed
economies due to their aging population, and this demand will only increase as the world
recovers from the pandemic. Returning migrant workers and laid-off garments workers
might be prioritized to be reskilled in these categories.
Additionally, training programs and technical support can be offered to the 30,000 migrant
workers who have returned in the past couple of months, with significantly more expected
to return in the coming months.²² These workers are unlikely be able to go back to their
work countries soon. Creating an environment for them to use their skills locally might be a
time-befitting step. The Government has already committed to provide loans to the
returnee migrant workers to pursue viable income activities. The subsidized loans along
with upskilling training programs and technical support will help establish new MSMEs
locally.
21. Impact on Bangladesh’s SME Landscape, based on survey on 4 April, 2020, LightCastle Partners and Sheba.xyz
22. ‘Remittance may hold key to economic recovery’: https://www.dhakatribune.com/business/economy/2020/05/10/remittance-may-hold-key-to-economic-recovery
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5. Fast track the ‘Amar Gram, Amar Shohor’
initiative to promote localized economic
activity and job creation.
With the new normal of social distancing and
precautionary lifestyles, the ‘Amar Gram, Amar
Shohor’ initiative provides a great opportunity to
decentralize services and promote more local
activities. Pushing the decentralization agenda
can be an underlying target of the stimulus. It
should heavily prioritize online and digital
sectors, especially in rural areas. This is a great
opportunity to digitize services, as well as boost
employment and revenue from the sectors.
As part of the agenda, farm mechanization can
be effectively enhanced. This will have a
multiplier effect in the localized economy. In this
regard, incentives for agricultural machinery
expansion (such as harvesters) and other
technical support can be provided from the
stimulus allocations. A year-long cash incentive
can be provided.
Doarpara village in Chuadanga District is a
shining example of the benefits of the 'Amar
Gram, Amar Shohor' initiative.²³ Despite limited
resources, the district administration and
residents have brought about a visible change in
the village of Doarpara. Faizur Rahman, secretary
of Shankar Chandra Union, testifies that
Dorapara village was like any other impoverished
village in Bangladesh with inadequate drinking
water, poor communications networks, and
scant public goods provision. But now things
have changed considerably. Lamp posts
enlighten the village’s roads at night providing
accessibility and safety. Students have been
given bicycles so they can easily and securely
commute to distant schools. A recreation center,
aptly named “Bela Sheshe” has been set up
where the working people of the village convene
for some entertainment at the end of the day.
Free wi-fi has been provided in the village in line
with the “Digital Bangladesh” initiatives by the
Government. Finally, drinking water and library
facilities have been arranged for the villagers.
Doarpara is now not only generating sustainable
employment
and
entrepreneurship
opportunities but also providing its residents
benefits of the city while living in a village.

Technology and
future of work
The RMG sector is a great example
of the use technology to bring
transparency and accountability.
The government mandated that the
RMG owners pay salaries of RMG
workers using Digital Financial
Services (DFS) to be eligible for the
stimulus. According to a recent
survey, 82% garment workers were
paid digitally in May compared to
only 28% in April, a stunning
adoption of DFS.
As the future of work gets
redefined in the Covid-19 era,
technology will play a major role
in not only redefining the
workplace but also to bring
transparency and accountability to
the existing work cultures.
The Government should continue to
use adoption of technology as a
condition to access stimulus
packages to ensure proper
distribution of funds.

23. Special initiative for ‘Amar Gram, Amar Shohor’ in Chuadanga:
https://bangladeshpost.net/posts/special-initiative-for-amar-gram-amar-shohor-in-chuadanga-9956

15

Conclusion
With the next fiscal year budget around the corner, job creation and inclusive growth must
be the centerpiece of the recovery strategy. A jobless recovery might put the progress of
the past decade at risk. In addition, the demographic dividend that we have been enjoying
might quickly turn into demographic liability. The risk of broadening the inequality gap is
more than ever before. As health safety concerns and social distancing define the future of
work, policymakers must take into account a working population that is young, lesser
skilled and has limited safety net.
Countries such as Vietnam and New Zealand have already announced that they are not
opting for an immediate “V” shaped recovery; their policymakers are prioritizing on
employment generation and inclusive growth²⁴. We believe a similar approach should be
taken for Bangladesh. As a continuation of this work, we are currently working with leading
policy experts on a more concrete set of recommendations for the policymakers as
additional stimulus packages are being announced and next year’s budget proposal is
being finalized. We plan to publish those recommendations in the coming weeks.

24. New Zealand Deprioritizes Growth, Improves Health and Wellbeing:
https://www.resilience.org/stories/2020-05-13/new-zealand-deprioritizes-growth-improves-health-and-wellbeing/Government ready
to sacrifice economic growth to protect public health: PM:
https://vietnamnews.vn/politics-laws/674640/government-ready-to-sacrifice-economic-growth-to-protect-public-health-pm.html
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Notable points and disclaimers
All data and research process details are available upon request and consultation. The
authors’ reserve the right to their intellectual property.
The situation surrounding COVID-19 is dynamic and rapidly evolving, on a daily basis.
Although the authors have taken great care prior to producing this commentary, it
represents the view at a particular point in time.
This commentary is not an endorsement of any particular agenda. It is a working paper
targeted toward policy stakeholders.
A detailed policy recommendation list will be later published as part of the working paper.

