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Abstract

:

With the unexpected onset of COVID-19, governments across the world responded with a range of preventive measures, including the imposition of lockdowns. To mitigate the adverse effects of lockdowns arising from supply chain shocks and employment loss, governments worldwide chose to implement policies to stimulate their economies and keep them working. This study assesses the impact and effectiveness of four of these packages in Bangladesh, employing a mixed-method approach. These packages include “salary support for workers in export-oriented RMG industries”, “working capital loans for affected industries and service sectors”, “working capital loans for cottage, micro, small, and medium enterprises”, and initiatives for “revitalizing the rural economy and job creation”. Each package was examined individually because of their differences in beneficiary groups, implementation methods, and individual objectives. Quantitative analysis involved propensity score matching (PSM), the difference in difference model (DID), and structural equation modelling (SEM). Stakeholders, including policy implementers, Bangladesh Bank officials, policy analysts, academics, workers, and beneficiaries, contributed to the qualitative analysis through extensive key-informant interviews, providing a comprehensive assessment of intervention outcomes. Ultimately, the results show that the packages achieved their socio-economic relief objectives for beneficiaries. The research examined both positive impacts and challenges in their implementation. It suggests that all four packages successfully achieved their goals, such as providing social and economic support, sustaining livelihoods, addressing marginalized groups’ needs, ensuring survival for large industries and small businesses, and promoting employment. In order to better address future shocks, establishing a beneficiary database integrated with the national system is recommended for smoother policy rollout. Despite acknowledged limitations, including challenges in beneficiary identification, data availability, and time constraints, the study’s unbiased estimations provide valuable insights to guide future policy directions in similar situations.
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1. Introduction


During the COVID-19 pandemic, the global health crisis caused a widespread economic downturn, leading to a recession. Governments and the international community swiftly took action to secure financing, addressing the decline in public revenue and increased health and social expenditure. This resulted in a challenging tradeoff between preventing COVID-19 deaths and tackling economic recession. The initial lockdown from 26 March to 4 April 2020 extended to 27 May 2020 due to confirmed cases, impacting essential sectors only. This triggered a supply-side recession. Post-lockdown reopening saw both essential and non-essential sectors operational, leading to a demand-side recession. The workforce, crippled from losing jobs, faced decreased purchasing power, worsening the economic challenges (Finance Division 2023; Siam et al. 2021).



The impact of COVID-19 on both the demand and supply sides of various sectors and sub-sectors in Bangladesh intensified challenges for stakeholders, causing a sharp decline in real GDP growth from 7.9% in FY 2018–2019 to 3.5% in FY 2019–2020, as shown in Table 1 (Finance Division 2023). This pandemic shock globally resulted in lower output and increased prices, affecting both domestic and cross-border businesses (Prusty et al. 2022).



Despite attempts to stimulate the economy through expansionary fiscal and monetary policy, which involved increased government spending and increased money supply, credit to the private sector declined and overall investment did not grow significantly. Concurrently, the inflation rate remained relatively stable (Table 1). The continuation of lockdown measures further hampered international trade. This impact was felt globally, including in Bangladesh, where extended lockdowns resulted in a series of challenges: decreased consumption, inventory shortages, and disruptions across the supply chain in both formal and informal business sectors (Buffie et al. 2023).



In FY 2020–2021, despite negative growth trends in the global economy (−3.1%) and like several developing countries such as India and Indonesia, Bangladesh demonstrated a positive V-shaped pattern in its GDP growth, reaching an impressive rate of 3.4% (World Bank 2021). This upward trajectory reflected the resilience and recovery of the Bangladeshi economy amid a challenging global economic landscape, as illustrated in Figure 1. In response to pandemic challenges, Southeast Asian economies collectively increased fiscal spending (Asian Development Bank 2022; Narayanan et al. 2021; Nurheryanti et al. 2021).



Recognizing the urgent need to address the severe economic and social impact of the pandemic, the Government of Bangladesh (GoB) took decisive action. Introducing a series of stimulus packages strategically designed for a multi-stage intervention plan from early March 2020, as emphasized by Alam et al. (2020) and detailed in the Finance Division’s report (Finance Division 2023), this initiative underscores the government’s commitment to proactively tackling immediate challenges, laying the foundation for sustained economic recovery. The implementation of these stimulus packages aimed not only to alleviate the disastrous impacts of the pandemic but also to provide tangible relief, serving as a lifeline for those facing severe consequences.



In terms of percentage of GDP, Bangladesh’s stimulus amount surpassed that of other South Asian and Southeast Asian countries. In FY 2021–2022, the stimulus packages increased to 28 support measures, covering cash transfers to the extreme poor, open market sales, employment creation, and working capital loan assistance for specific industries. The cumulative support measures from FY 2019–2020 to FY 2021–2023 amounted to approximately BDT 2,37,679 million (USD 26,900 million) (Finance Division 2023).



The stimulus packages deployed a combination of fiscal and monetary tools. Fiscal measures included direct aid like cash transfers and humanitarian support, alongside interest rate subsidies. Monetary tools focused on lowering borrowing costs by reducing bank rates, repo rates, and cash reserve ratios while also increasing liquidity through adjustments to the ADR (advanced deposit ratio) and IDR (investment deposit ratio). This multi-pronged approach proved crucial in reviving the economy during the financial crisis and downturn. In fact, the global response to the unprecedented COVID-19 pandemic involved governments worldwide implementing large-scale stimulus packages to rejuvenate the economy and restore output. Therefore, understanding the impact of these stimulus packages is essential to comprehending their role in revitalizing the economy and restoring output.



While anticipating positive outcomes from stimulus packages, it is crucial to rigorously assess the impact and effectiveness of the 28 measures implemented by the GoB during the pandemic. Targeting export-oriented industries, the agricultural sector, the low-income group, and affected businesses, this research aims to understand the design, implementation, challenges, and potential applicability of similar packages in the face of future shocks like COVID-19. Due to time and budget constraints, the study focuses on four key stimulus packages, covering 71.34% of the total allocation. Because of their weight in the allocation, and the impact and implication to the large target population and beneficiaries, these are arguably the most important packages implemented. These packages include salary support for workers in export-oriented RMG industries; working capital loans for affected industries and service sectors; working capital loans for cottage, micro, small, and medium enterprises; and initiatives for revitalizing the rural economy and job creation. Thus, the packages had a significant target population consisting of RMG workers, the rural economy, and women entrepreneurs, and aimed to help people socially and economically, support livelihoods, address the needs of marginalized groups, ensure the survival of both large industries and small businesses, and promote employment (Finance Division 2023).



This study is motivated by the imperative need to conduct a comprehensive evaluation of the relation between the economy and fiscal stimulus packages implemented by the GoB during the COVID-19 pandemic. Thus, the main objective of the study is to assess the impact and effectiveness of the stimulus measures. Furthermore, the study also tries to understand the linkages between the announced fiscal stimulus and the pandemic recovery process, and ultimately to analyze the challenges in the implementation and offer policy and operational recommendations to enhance the design and delivery of future stimulus measures.



To achieve these objectives, the study outlines the impact and effectiveness of measures using indicators like input impact, process impact, output impact, outcome impact, and result impact by employing a mixed-method approach.




2. Literature Review


Keynes’s (1936) “The General Theory” revolutionized economics by challenging the classical view of full employment and proposing government intervention through fiscal and monetary policy to manage economic cycles. Similarly, over the years, extensive theoretical and empirical literature on recessions, including the Great Depression (1929–1939), the South Asian financial crisis (1997), and the financial crisis of 2008–2009, highlights the use of monetary and fiscal policies to revive economic stability (Bernstein 2001; Goldstein 1998; Nützenadel 2021). Similarly, evidence from the global response to the COVID-19 economic shock from 2019 to 2023 provides insights into the challenges and opportunities faced by nations during economic recovery.



Examining fiscal stimulus packages during economic downturns, particularly in developed countries, Giesecke and Schilling (2010) utilized a dynamic computable general equilibrium (CGE) model to assess New Zealand’s effects. They found a modest positive impact on short-term employment but noted a tradeoff with long-term real consumption. The study highlights the complexities associated with fiscal stimulus packages, emphasizing nuanced policy design. Similarly, Buchheim and Watzinger (2017), investigating a German infrastructure investment program at the county level, utilized a quasi-experimental design and revealed a significant employment boost, emphasizing the program’s countercyclical fiscal policy role. Acknowledging limitations, including challenges in generalizing findings and the short-lived nature of employment effects, both studies stress the need for cautious interpretation (Buchheim and Watzinger 2017).



Studies in Malaysia and Pakistan employed structural equation models to investigate the role of microfinance and training in disaster resilience. Using a structural equation model, Kot and Imran (2019) considered micro-training and social capital as moderators, with environmental disaster as the independent variable and women micro enterprise sustainability as the dependent variable. The findings revealed that training and additional credit enabled micro-entrepreneurs, especially women, to prepare for and actively participate in the recovery from environmental disasters. It was also examined in another study how Malaysia’s COVID-19 economic stimulus packages impacted young entrepreneurs (under 40) running SMEs. Although many participants appreciated the wage subsidies, loan moratoriums, and tax deferrals, some felt tax incentives were less helpful. Concerns were raised about delays in receiving aid and the ability to repay loans once support ended. Despite these issues, the overall sentiment was positive, with many viewing the stimulus packages as valuable government assistance (Lim et al. 2021). Similar to these, some studies were cross-sectional and used Likert scales to construct variables. Although they demonstrated a significant positive correlation between microfinance services and the self-sustainability of women, they did not explore the broader social and economic conditions of women entrepreneurs (Hameed et al. 2022; Halimatussadiah et al. 2020; Prusty et al. 2022). A web-based survey involving 250 stakeholders from India, including academics, entrepreneurs, and industry experts, was conducted to validate constructs related to monetary and fiscal stimulus measures using confirmatory factor analysis. The research utilized structural equation modeling to analyze how different stimulus measures influenced economic recovery, as perceived by the surveyed stakeholders. In a more recent study, Yasmin et al. (2023) investigated the effectiveness of government stimulus packages in the UAE during the COVID-19 pandemic. They used input–output analysis to examine how these interventions impacted various economic sectors. The study suggested that the stimulus packages had a positive impact on the overall output of various economic sectors in the UAE, potentially leading to a 2.9% annual increase in GDP over the following four years.



Similar to in other countries, in response to the policy measures in Bangladesh during the pandemic, many studies tried to explain the scenarios and mechanisms of how the economy started to revive. Reza et al. (2020) explored the economic repercussions of the COVID-19 pandemic in Bangladesh. The authors pointed to a decline in remittance inflow due to a global labor market slump and a potential decrease in GDP growth. They specifically mentioned a drop in remittance earnings and the impact on micro, small, and medium enterprises (MSMEs) across various sectors. The research by Lalon (2020) aimed to explore the potential economic consequences of the COVID-19 pandemic in Bangladesh, highlighting the government and stakeholder initiatives to counter the looming economic challenges. Using a descriptive analysis based on reports and secondary data, the study provided insights into the economic impacts of the pandemic in Bangladesh and examined the policies implemented to recover the economy. Notably, the research revealed that the study did not find evidence of economic impact from the fiscal stimulus package, pointing to areas that may require further investigation or consideration in the literature on the economic effects of pandemic responses. Ahamed (2021) examined how the COVID-19 pandemic negatively affected Bangladesh’s economy, highlighted the global economic recession caused by COVID-19, and emphasized the challenges faced by policymakers in formulating effective monetary, fiscal, and financial policies. The study underscores the importance of government intervention and policy foresight to mitigate the long-term effects of the pandemic on Bangladesh’s economic growth and prosperity. Khatun and Saadat (2021) analyzed government stimulus packages from a gender perspective, aiming to enhance measures for women’s economic empowerment during the COVID-19 pandemic. Employing both quantitative analysis with secondary data and qualitative analysis with primary data from KII and FGD, the study found that the pandemic disproportionately affected women. Unfortunately, a majority of women did not benefit from credit support. In another study, Parvez et al. (2022) examined how Bangladesh’s BDT 400 billion stimulus package aimed at reviving cottage, micro, small, and medium enterprises (CMSME) affected by COVID-19 lockdowns. The analysis showed that the stimulus package helped the recovery of CMSMEs sectors that were hit by the pandemic. The disbursement of the funds was promising in the first phase. The number of enterprises that obtained loans from financial institutions (FIs) was high in the first phase, but it was moderated in the second phase.



Globally, various studies have explored the socio-economic effects of stimulus packages implemented in response to different shocks, using diverse quantitative and qualitative methods to evaluate their impacts on essential economic factors. However, in Bangladesh, there is a notable gap, as few studies have thoroughly analyzed the effects of the government’s COVID-19 stimulus packages. Although some studies described the importance of these packages, few delved into their specific impacts. Acknowledging the existing gap in the research, there is a necessity for an extensive investigation that evaluates the effects on targeted regions and individuals using a combination of quantitative and qualitative analyses of primary data through a mixed-method approach to examine and evaluate the stated objectives. Each package was examined separately due to having different target beneficiary groups, implementation approaches, and objectives. A wide range of stakeholders, including policy implementers, Bangladesh Bank officials, policy analysts, academics, workers, and, particularly, beneficiaries, was extensively consulted to evaluate the impact of the interventions. As a result, this paper will bring transparent and impartial insights, facilitating well-informed decision-making for future stimulus measures in similar crises.




3. Conceptual Framework


In the conceptual framework depicted in Figure 2, the government employed two primary strategies within the fiscal stimulus package. Initially, it focused on increasing government expenditure through revenue/tax measures to increase net disposable income. Simultaneously, it extended the social safety net, incorporating cash transfers to benefit impoverished households and boost monetized demand. These strategies align with Keynesian economics, which emphasizes government spending to boost aggregate demand during economic downturns (Campante et al. 2021).



Moreover, operating through distinct mechanisms, the strategies collectively contribute to enhancing key sectors such as health, agriculture, industry, finance, services, and social, along with the external sector, which reflects a nod to real business cycle theory. This theory emphasizes the role of improvements in these areas to influence economic fluctuations. By investing in these sectors, the government aims to improve long-term productive capacity, a core concept in real business cycle models (Campante et al. 2021). The anticipated outcomes lead to job retention, job creation, entrepreneurship development, firm-level production, and improvements in both health and individual well-being (Campante et al. 2021).



The outcomes through demand-side mechanisms (Keynesian) and supply-side mechanisms (real business cycle), are expected to fulfill the broader national goals such as faster economic recovery, proper liquidity management, ease of business operations, necessary support for life and livelihood, and equity assurance. Ultimately, the culmination of these outcomes will result in a regular functional economy (Figure 2).




4. Methods and Scope


4.1. Study Design


The Hypothesis of this study was formed as “The four stimulus packages were effective for the targeted beneficiaries and impacted the economy positively”.



This study employed a mixed-method approach to test the stated hypothesis and evaluate the impact of the selected stimulus packages, examining their implementation process and identifying challenges. Both quantitative and qualitative methods were utilized, with each package studied separately due to differing beneficiary groups, implementation methods, and objectives. The goal was to offer unbiased insights for informed decision-making on future stimulus measures during crises. The study engaged beneficiaries, experts, professionals, and academics, consulting various stakeholders such as policy implementers, Bangladesh Bank officials, policy analysts, and workers. It not only assessed outcomes but also identified implementation challenges, offering relevant policy recommendations to enhance the design and implementation of similar initiatives for future shocks. Both the qualitative and quantitative methods were triangulated in the interpretation. The “Good Reporting of a Mixed-Methods Study (GRAMMS)” checklist was used, and this is attached in Supplementary File S1 (O’cathain et al. 2008).




4.2. Data Collection


For the analysis of all four packages, primary data were collected using a structured survey questionnaire, which is given in Supplementary File S4, for quantitative analysis and key-informant interviews (KIIs) for qualitative insights. Additionally, focused group discussions (FGDs) were conducted for the “Revitalizing the Rural Economy and Job Creation” package. A mail-based survey targeted large industries and service sector enterprises for data collection related to the “Working Capital Loan for Industries and Service Sectors” package. To gather data for the other three packages, a survey was conducted using Kobo Toolbox software. This software ensured data accuracy and quality. Trained enumerators used tablets to collect the data. Details on how the sample size was determined can be found in Supplementary File S2, and information on the data collection methods is available in Supplementary File S3.



Utilizing cluster sampling, 1479 RMG workers were included in the sample population for the “Salary Support for Export-Oriented Industry Workers” package. For “Working Capital Loans for Cottage, Micro, Small, and Medium Enterprises”, 585 CMSMEs were included through multistage cluster sampling. Similarly, employing stratified cluster sampling, data from 744 beneficiaries were collected from 5 out of 8 publicly owned institutes for another package.



For quantitative analysis, three packages yielded a substantial number of observations, ensuring unbiased results. However, for the “Working Capital Loan for Industries and Service Sectors” package, the data collection faced limitations, with only 30 out of 128 selected enterprises providing the necessary financial information.



Qualitative analysis also involved key-informant interviews (KIIs) with stakeholders and experts for all packages. Specifically, for the “Revitalizing the Rural Economy and Job Creation” package, KIIs were conducted with administrators overseeing stimulus disbursal and intermediaries. Additionally, three focus group discussions took place with beneficiaries from the Joyeeta Foundation, Bangladesh NGO Foundation, and Social Development Foundation, along with a semi-structured interview involving a beneficiary from the Social Development Foundation.




4.3. Data Analysis


For the quantitative analysis of the impact of selected stimulus packages, a quasi-experimental approach was applied. Propensity score matching (PSM) served as the method for the “Salary Support for Export-Oriented Industru Workers” and “Revitalizing the Rural Economy and Job Creation” packages, addressing selection bias in the estimation of treated effects. PSM is recognized for mitigating bias in assessing the impact of economic policy interventions (Becker and Ichino 2002). The “Working Capital Loan for Industries and Service Sectors” package employed two techniques, namely, difference-in-difference (DID) and the purchasing managers’ index (PMI), to gauge differences over time between receiver and non-receiver groups. The detailed description of how these statistical methods were carried out is given in Supplementary File S5. Lastly, the “Working Capital Loans for Cottage, Micro, Small, and Medium Enterprises” package utilized structural equation modelling (SEM) to systematically analyze causal relationships between variables. The theories and hypotheses created in order to carry this out are given in Supplementary File S6.



Besides the quantitative study, for each of the packages, qualitative analysis was also completed. The collection of KIIs was stopped as soon as the saturation level was acquired in the findings. Following the interviews and key-informant interviews (KIIs), the transcripts were promptly transcribed for analysis. These transcripts underwent a thematic analysis process for each of the packages, during which they were systematically organized into four primary thematic areas: planning and implementation, challenges faced during the pandemic, experience of the stimulus package, and opinions for moving forward. The detailed methodology of the study is summarized in Figure 3.





5. Results


5.1. Salary Support for Export-Oriented RMG Industries


5.1.1. Socioeconomic Distribution of RMG Industry Workers


In the survey, 35.56% were male, and 64.44% were female. Around 67.21% of respondents were above 25 years old, and over 71% had completed school-level education. Approximately 22% were illiterate. Regarding marital status, 90.13% were married, and 74.47% received their salary via mobile financial service (MFS). About 90% resided in urban areas during COVID-19, 39.62% took out a loan to survive, and 60.38% received a COVID-19 hygiene safety kit. Furthermore, 82.33% of respondents expressed difficulty in supporting their extended family during COVID-19 (Table 2).




5.1.2. Impact of Salary Support on Economic, Health, Social, and Psychological Aspects during COVID-19


In terms of economic impact, as shown in Table 3, this study found a significant positive impact of salary support on various outcome variables, including food and non-food consumption, rent and utility payments, education expenses, savings, and more. The average treatment effect (ATE) coefficients indicate a positive and statistically significant difference between the control and treatment groups in expenditure categories like rent, utilities, and education. The study suggests that salary support contributed to individuals meeting regular financial obligations, stabilizing economic activity. Despite increased spending on food and non-food items in the treatment group, the positive impact indicates that salary support helped alleviate financial burdens, reducing the need for loans and leading to some cutbacks in non-essential expenses, particularly food products. Overall, salary support plays a crucial role in bolstering economic resilience and maintaining financial commitments during challenging times.



This study revealed the positive impact of salary support on health, emphasizing improved capacity to cover healthcare expenses and afford essential health supplies. Positive coefficients in variables such as “regular payment of healthcare bills”, “capacity for purchasing sanitizer”, and “capacity for purchasing handwashing materials” highlight the role of financial stability in promoting better health outcomes and hygiene practices during crises like the COVID-19 pandemic (Table 3).



In terms of psychological and social impact, the study indicates positive and significant effects on mental well-being, work motivation, reduced home conflict, and the ability to support extended family. Salary support recipients showed higher agreement levels in these aspects compared to non-recipients, with a meaningful difference in mental health, home conflict, vulnerability, and support for extended family. The study concludes that salary support to the export-oriented sector not only enhanced economic welfare and healthcare access but also contributed to the overall well-being of industry workers by securing psychological and social benefits (Table 3).




5.1.3. Challenges in Implementing Salary Support Program


The special funds to the export-oriented industries were provided digitally to the workers through mobile financial service (MFS) accounts or bank accounts. Some workers did not have any MFS/bank account, so how they received the support was a challenge initially. Moreover, lockdown restrictions were another challenge to implementing this package. To solve this issue, the commercial banks adopted the “know-your-customer” (KYC) policy, which facilitated mass account opening as factories directly shared the identification information of workers with MFS providers. The loan application process was easy, but RMG factory officials struggled to prepare the documents that were needed to submit the application.




“The loan disbursement process was somewhat challenging amid the lockdown restrictions, … The absence of proper recording of worker’s information by the factories became transparent, but they faced difficulties reaching the workers due to the lockdown restrictions and factory shutdown while implementing the disbursement program. As a result, the disbursement process took additional time and ultimately resulted in a delay in payment of worker’s salary in some instances.”



(KII from private and public sector bank officials)





Commercial banks also faced difficulties while disbursing the loans within a very short time period because it was difficult to verify all the required documents and their capacity for repayment. At the same time, the banks had to bear all the risks while providing the loans.




“The salary support program benefitted the targeted beneficiaries. Demand was too high for the loan package. Within two months, this fund was almost exhausted, and BB ordered the use of the working capital loan fund for further salary payment. The key challenge for the program was selecting the beneficiaries by evaluating their status. Banks were asked to introduce roster duty, and only a small portion of the employees could come to the office. Therefore, there was a manpower shortage, and it impeded the field-level inspection of companies. As a result, banks in most cases depended on reported documents for scrutinizing.”



(Public commercial bank official as KII participant)





The analysis of both quantitative and qualitative data underscores the significant positive impact of the salary incentive on export-oriented RMG industries in Bangladesh during the COVID-19 pandemic. Receivers experienced notable improvements in economic indicators, and the findings were robust across different matching methods. Challenges like digital disbursement and lockdown restrictions were effectively addressed. Factory officials and experts expressed satisfaction, emphasizing the support’s crucial role in preventing economic hardships, supporting mental well-being, and facilitating a smooth return to normalcy. The combined evidence highlights the success of the government’s fiscal stimulus in mitigating the pandemic’s adverse effects on RMG industry workers in Bangladesh.





5.2. Working Capital Loan to Affected Industries and Service Sectors


5.2.1. Overview of the Affected Industries and Service Sector


The survey conducted to assess the pandemic’s impact on the industry and service sector revealed widespread challenges. Among the surveyed firms, 65.4% faced low demand during production, 57.7% experienced inventory shortages, and reduced orders affected over 60% of enterprises. Supply delays, shipping issues, and disrupted distribution channels were prevalent due to lockdown restrictions, with 30.8% of firms having excess finished goods they could not deliver. The detailed overview is presented in Table 4.



In the same surveyed firms, over 50% encountered difficulties paying employee wages, leading to 53.8% of workers returning home. The majority (84.6%) struggled with settling outstanding loans, facing increased production costs due to rising raw material prices. Higher distribution, freight, and operational expenses were reported, along with challenges in fixed-cost payments like rent and insurance for over half (53.8%). Over one-third (34.6%) had difficulties paying invoices, and a substantial majority (84.6%) reported a cash flow shortage, while almost half (46.2%) dealt with a deficiency of workers (Table 4).




5.2.2. Impact of Working Capital Loans on the Affected Industries


From Table 5, it is evident that the impact of stimulus support on net profit (before and after tax) was positive and statistically significant at a level of less than 5%. Similarly, total assets, number of employees, and earnings per share showed positive coefficients with statistical significance at less than 20%. Stimulus support receivers exhibited higher net profits, indicating effective utilization for operationalizing businesses, increasing production, and enhancing output.



The increase in earnings per share for the treatment group compared to the control group signifies higher profits among enterprises receiving stimulus support. Additionally, a positive impact on employment was observed, with supported enterprises avoiding employee retrenchment. However, the impact of other performance variables was not statistically significant, possibly due to the small sample size affecting the power to detect interactions. A larger sample size might reveal significant impacts on return on assets and debt-to-equity ratio.



Despite lacking statistical significance, the positive impact on return on assets suggests higher financial resources contributing to increased revenue and profits for the treatment group. The negative impact on debt-to-equity ratio indicates stimulus support’s role in reducing companies’ debt. Although not statistically significant, these findings align with the parallel trend assumption required for valid estimates in the DID model, as confirmed through graphical representation and statistical diagnostics (Andrade 2020; Faber and Fonseca 2014).




5.2.3. Impact of Working Capital Loans on Purchasing Managers’ Index


Illustrated in Figure 4, the business revival scenario, which occurred after receiving stimulus support, exhibited the highest PMI for new orders and employment. The remaining components—output, supplier delivery times, and inventory—also displayed expansionary trends. New orders declined during the pandemic but expanded post-stimulus. Similarly, output levels experienced a downturn during the pandemic, followed by an expansionary trend after the stimulus injection.



In the employment scenario, the PMI sub-index remained constant during the pandemic but saw an increase post-stimulus. Companies refrained from employee retrenchment during the pandemic, and with the receipt of stimulus support, they fully operationalized, leading to an increase in the PMI sub-index in the business revival scenario. Supplier delivery times, representing the time between order placement and delivery, increased during the business revival scenario, which is mainly attributed to the easing of lockdown restrictions. However, companies’ increased order frequency post-stimulus contributed to reducing the time lag. Regarding inventory levels, during the pandemic, inventory declined due to halted business activity, contrasting with the post-pandemic scenario where inventory expanded. This expansion post-stimulus can be attributed to the heightened need for raw materials in the production process (Figure 4).




5.2.4. Implementation Challenges While Providing Loans to Firms and Industries


Organizations receiving the government’s stimulus support in Bangladesh have expressed significant benefits in reviving their businesses that were impacted by the pandemic. This support facilitated the procurement of raw materials, recruitment of new employees, payment of wages, inventory expansion, loan repayment, and sustained production, leading to increased output and profits. Conversely, key informants shared a contrasting perspective. The pandemic severely disrupted production, with companies ceasing new orders and struggling to meet salary obligations. However, the stimulus supports rejuvenated production and order intake, enabling salary payments and generating profits. Despite the positive impact, the strict loan disbursement guidelines from Bangladesh Bank made banks cautious, resulting in some severely affected companies being unable to access the much-needed loans.




“Banks in most cases provided loans to the existing customers. No additional noteworthy advertising campaign was carried out. This is especially true for the public banks. Due to this, the target of exhausting the fund was not fulfilled. Banks also preferred to give loans to existing customers so that loan disbursement rate can be shown high as assessment of new customers will be time-consuming.”



(Public bank official)





The public banks faced challenges in the loan disbursement process compared to private banks, primarily due to manpower and resource constraints. Additionally, private banks encountered internal reporting issues. Instances of miscommunication and information gaps, particularly asymmetric information, were observed between divisional branches and field-level branch offices.




“Challenging during the pandemic. But BB has successfully and effectively accomplished this task. The stimulus support helped businesses to revive and make the businesses operational. There were some issues of defaulted loans, but regular inspection of BB has reduced such cases.”



(Bangladesh Bank official)






“The pandemic has had a devastating effect on businesses. Many enterprises were on the verge of bankruptcy. This loan was a good way to prevent bankruptcy, and the support worked quite well in reviving business activities. However, a moral hazard problem existed in the implementation process. BB gave orders to the commercial banks but left them with full liability to implement the package. Most banks didn’t even have capable staff to look through financial reports.”



(Senior researcher and academician)





Insights from key informants and interviews underscore the stimulus’s vital role in business operations, production revival, and bankruptcy prevention. Despite challenges in loan disbursement and communication, the stimulus’s overall effectiveness, recognized by both industry recipients and financial authorities, indicates a successful intervention in alleviating the pandemic’s economic impact on Bangladesh’s industries.





5.3. Working Capital Loan for Cottage, Micro, Small, and Medium Enterprises


5.3.1. Socio-Economic Distribution of CMSME Stimulus Recipients


The majority of stimulus package recipients, comprising 22.7% cottage enterprises, 31.5% micro-enterprises, 37.4% small enterprises, and 8.4% medium enterprises, acknowledged its positive impact on business recovery. Predominantly, enterprises had less than 10 employees (70.3%), followed by those with 10–24 employees (21.7%). As shown in Table 5, respondents were mostly male (97.4%) and located in urban areas (63.2%). Additionally, 89.9% had TIN accounts, 17.3% received aid from NGOs, and 92.5% invested the aid in business recovery.



In terms of educational qualifications, a mere 3.1% of respondents reported being uneducated, with the majority having completed primary education (96.9%). Significantly, 24.8% had a higher education level, and 31.4% had a graduate-level education. This diverse educational distribution is crucial, as it is not only indicative of problem-solving aptitude but also of establishing a clear connection between education and tax return outcomes for business owners (Table 6).



As evident in Figure 5, the overwhelming majority of recipients (around 90%) acknowledged that the stimulus package significantly contributed to their business recovery, with 44.8% strongly agreeing and approximately 46.2% expressing general agreement.




5.3.2. Impact Assessment of Stimulus Support on Business Recovery


As illustrated in Table 7, the production of and access to stimulus during the COVID-19 period demonstrated a positive and significant impact on facilitating business recovery. Nevertheless, components such as knowledge, delivery of services and products, and employment generation exhibited positive relationships but lacked significant influence on supporting business recovery.




5.3.3. Implementation Challenges While Giving Loans to CMSMEs


The study identified three key themes from the analysis of the key-informant interviews (KIIs) related to challenges in implementing working capital loans: knowledge and access of loan recipients; production, delivery, and employment levels of SMEs; and difficulties faced during the implementation process.



Quantitative analysis revealed that the knowledge component was statistically insignificant, and there was no positive trend. Interviews with SME owners who received the loan indicated that banks directly contacted them to inform about the stimulus package loans. This common trend among respondents, along with the observation that most respondents were clients of the banks, suggests that the banks were cautious to scrutinize borrowers before providing loans. The ability to produce and deliver goods and services was a key objective of the stimulus package, as was employment of labor. The interviews of SME owners consisted of entrepreneurs engaged in both production and services. Production enterprises had unique problems depending on their specific sector of work. Loans helped them to buy new stocks and employ former employees again.



Producers faced storage challenges, requiring rented warehouses or storage for perishable goods. Reduced demand, especially for specific goods like bricks, led to production adjustments to manage costs. To sustain production and avoid layoffs, loans were instrumental in promptly paying pending wages. In the service sector, the focus was on retaining experienced employees. Both sectors retained employees, occasionally hiring new ones if needed. However, delivery remained a persistent issue. Surveys and interviews both revealed that the delivery of goods and services was a difficult endeavor, as the lockdowns created restrictions on transportation in trucks and ports. All entrepreneurs stated that they were either unable to deliver their products or faced delays.




“I couldn’t bring any of my goods from the port because the trucks couldn’t go. I was called from the port that my goods were shipped in, but I wasn’t able to bring them in. Some of my products weren’t even shipped in as the ports weren’t letting it.”





The loans were effective in employment and production. However, they were essentially of no use to the delivery aspect, as the lockdowns made it impossible for shipments to be made. This particular aspect is important to note for the future.



The challenges and issues faced during the implementation are important to look at, especially to understand the implementers’ perspective. The implementation faced several issues, as described by officials as well as academics. An official in Bangladesh Bank who was directly involved during the pandemic period summarized some of the key issues facing the sector in general as well as specific problems pertaining to the stimulus package, which were household production systems, documentation problems, vast and unregulated sectors, asymmetric information between the central bank and the local branch of both public and private banks, unprofessional and unapproachable behavior of central banks with the local branches, and lastly, the overworking and understaffing problem of the local branches of the banks. The interviews identified key problems with the sector; however, they did not speak specifically of the sectors’ problems. A KII participant who worked in the sector previously provided a statement corroborating this; however, they also mentioned key aspects of private and public sector banks that are important to consider.




“It must be said that the CMSME sector is a rather risky sector to work in. Entrepreneurs are open to risks and also able to escape from lenders if needed. Before the pandemic, only BRAC Bank and Islami Bank had extensive experience with the CMSME sector. The key to ensuring loan and loan recovery is to have a robust and active monitoring and evaluation system. Most banks in the country don’t even have the infrastructure to monitor and evaluate average businesses let alone CMSMEs. In addition, the package had poor disbursal, the banks were extremely cautious as the money being lent was from the Central Banks and they were essentially given full responsibility to deal with it. This was a massive moral hazard. The sector needs rapid changes if it wants to adjust to a rapidly developing Bangladesh.”



(An academician)





The challenges encompass both macro and micro issues. Macro-level issues include the misalignment of the banking sector with the CMSME sector and inadequate monitoring and evaluation. Micro-level challenges include communication gaps, customer behavior, and limited financial knowledge among citizens. Addressing these requires a comprehensive approach involving documentation, monitoring and evaluating infrastructure, and overall sectoral adjustments.



In conclusion, a thorough analysis of quantitative and qualitative findings provides insights into the impact and effectiveness of Bangladesh’s COVID-19 stimulus packages. Positive trends in production and access are evident, but challenges persist in knowledge dissemination and delivery. The key-informant interviews confirmed these challenges, emphasizing banks’ risk aversion, delivery difficulties during lockdowns, and broader alignment issues with the CMSME sector. Although the stimulus packages positively influenced production and employment, the challenges in delivery services and knowledge dissemination call for prompt attention to documentation, monitoring and evaluation infrastructure, and sectoral adjustments. Future policies should address these challenges to enhance the effectiveness of similar stimulus packages.





5.4. Revitalizing the Rural Economy and Job Creation


5.4.1. Demographic Distribution of Survey Participants


From the detailed characteristics in Table 8, a total of 751 participants, with a response rate of 97.16%, were included in this part of the study, with 51.1% receiving stimulus loans. The median age of the recipients (39.4) was slightly higher than that of non-recipients (38.1). Approximately half of both males (51.7%) and females (50.0%) received stimulus loans. Among those without institutional education, about one-third received the loan, while around half of individuals with other educational backgrounds obtained it. Participants who received entrepreneurship training had a higher likelihood of receiving a stimulus loan (62.1%).



Regarding loans, around 50.8% of recipients and 49.2% of non-recipients had taken loans other than the COVID-19 stimulus loan. During the lockdown, a slightly higher percentage (52.4%) of COVID-19 loan recipients continued working compared to non-recipients (47.6%). Significantly more recipients (60.3%) found a new source of income during the lockdown, while 39.7% of non-recipients reported the same. Buying behavior for essential items like medicine, sanitizers, and facemasks increased among COVID-19 loan recipients (52.1%, 52.2%, and 51.3%, respectively) compared to non-recipients (47.9%, 47.8%, and 48.7%, respectively).




5.4.2. Impact Assessment of the Stimulus Intervention


In order to understand how well the program worked, six aspects of the respondents were considered, which were economic, business, employment, food consumption, preventive measures, and psychology. The aspects were compared between recipients and non-recipients of the stimulus loan. The comparisons of significant items are listed in Table 9.



In the economic aspect, stimulus loan recipients demonstrated a higher likelihood of paying land tax (β = 0.65), other taxes (β = 1.14), phone bills (β = 0.58), and fuel prices (β = 0.55). Their savings pattern was more stable (β = 0.49), and businesses receiving microloans had a 2.47-times-higher chance of operating than those without such loans, highlighting the positive impact of the stimulus on recipients’ economic activities (Table 9).



In the business aspect, microloan recipients exhibited better business operation and earnings during the lockdown (β = 0.37). They also had a higher chance (β = 0.48) of finding new sources of income compared to non-recipients. Access to raw materials was more pronounced among recipients (β = 0.43), showcasing their enhanced ability to engage in business activities, including the purchase of raw materials, facilitated by the new financial injection from the stimulus (Table 9).



Regarding job creation, microloan recipients demonstrated a commendable capacity for employment generation within their enterprises. However, during the initial phase of the pandemic, they faced challenges meeting payment obligations, particularly to employees, reflecting the broader context of micro-enterprises operating with limited resources. Although some employment-related variables showed fluctuations, the positive trend indicates the stimulus package’s pivotal role in sustaining employment during challenging times (Table 9).



In terms of food consumption and health, microloan recipients were more likely to purchase sanitizers (β = 0.42) as an additional health precaution. The microloan had no significant effect on food consumption (β = 0.41) during COVID-19 but significantly increased food consumption after the pandemic (β = 2.05). This suggests that the stimulus package was successful, as recipients showed a willingness to spend more on health and hygiene compared to non-recipients (Table 9).




5.4.3. Implementation Planning of Publicly Owned Organizations


Officials from the seven institutions that cooperated during the data collection process stated that each had certain targets based on their institutional structure and beneficiary type. The institutions had their own objectives and mechanisms for reaching them; however, some of these objectives and their means of reaching them had to be altered for the stimulus disbursals. Primarily, a key component of the planning was to develop a policy document for disbursing the loans.




“We have been working with rural poor since 1999. We have also worked with large donors such as Canadian International Development Agency (CIDA) and are well versed with issues pertaining to rural livelihoods. Hence when we developed our policy guidelines, we were well aware of which groups needed loans.”





SFDF and SMEF, with their extensive experience, responded positively, benefitting from their long-term operations and well-maintained beneficiary data. Their efficiency was evident. On the contrary, the Bangladesh NGO Foundation (BNF) and Social Development Foundation (SDF) faced challenges in policy guideline preparation, given their prior non-involvement in providing loans. Despite providing training, they lacked mechanisms for fund disbursement. Consequently, both foundations had to swiftly develop new processes during the pandemic to implement stimulus packages.




“As a foundation we largely provided training to Non-Government Organizations (NGOs) and Civil Society Organizations (CSOs)… However, when the government announced the stimulus package, we had to build a financing office and a monitoring and evaluation office within a week. Many of our senior and junior colleagues were required to work in both office and field level despite not having experience on the field. In the end we disbursed loans to 27 NGOs total across Bangladesh.”






“This is our first time we ever provided micro loans. We mainly specialized in training programs. However, we always made it an issue to have a robust and dynamic monitoring and evaluation division which kept track of past trainees. This allowed us to select our target beneficiaries very quickly and also ensure that they would return the amount on time…”





The mentioned that institutions initially faced challenges in policymaking and implementation. Despite these difficulties, both institutions disbursed their full allocations successfully. Interviews emphasized the significance of a well-maintained and capable division for handling additional work efficiently. However, the Joyeeta Foundation stands as an exception, having faced issues with poor mechanisms in the beginning, leading to a failure to achieve their goals.




“We don’t directly disburse our loans; we train our beneficiaries and help them create their documents to take to the banks. We work with multiple banks and they normally review our beneficiary’s applications and then disperse them. The loans follow the rules of the bank from which they are disbursed. We are yet to disburse our full allocation and we are facing difficulties in disbursing more as we are largely reliant on the banks’ decisions.”






5.4.4. Challenges Faced by Disbursal Institutions


The sudden shift to an online modality emerged as a key challenge for all institutions, with officials expressing initial unpreparedness. Despite the initial difficulties, most adapted to the change over time. However, the transition posed challenges for field staff, particularly in gaining access to online platforms from rural locations. Field work was identified as a common struggle for all institutions, and BNF officials faced additional difficulties due to the lack of a monitoring and evaluation wing before the pandemic, as noted by KII participants:


“We don’t have field offices and are based entirely in Dhaka. We needed to travel for monitoring and the lockdown became a problem for us.”







SFDF and PDBF highlighted difficulties in supervising field workers during the lockdown, and SMEF faced similar challenges. However, SMEF’s robust monitoring and evaluations division and active client relations division played a crucial role in mitigating these challenges. In contrast, SDF had pre-existing mechanisms in place. A KII attendee summarized these aspects:


“We work with community through members of the community, … The philosophy requires that all field workers are locals and they are to maintain regular contact with not only their supervisors but also the beneficiaries, and not only as institutional representatives but as neighbors. They are to be seen as members of the community as trust is a key aspect of our work ethic.”







Some institutions, particularly those with a significant rural focus like BRDB, SFDF, and PDBF, faced challenges during the pandemic due to a lack of market linkages. As mentioned by a KII participant,


“Joyeeta Foundation has a rented store for their beneficiaries. This is a major advantage as our beneficiaries require markets to sell their goods. Taking goods from rural areas to cities was extremely difficult during the pandemic but is also difficult during normal times. It would be very helpful if we had a system like Aarong or Joyeeta Foundation.”







Overall, the key challenges identified by the institutions were a new modality of work, monitoring and evaluation, new additional expenses, difficulties in transporting goods, identification of staff, and, for the Joyeeta Foundation specifically, inability to control their own disbursals.



The analysis combined quantitative and qualitative data to reveal the multifaceted impact of the COVID-19 stimulus intervention in Bangladesh. Microloan recipients experienced positive outcomes, including economic stability and improved business operations. The loans played a crucial role in meeting financial obligations, sustaining operations during lockdowns, and exploring new income sources. Challenges included initial struggles in employee payments. Qualitative insights highlighted common challenges, and beneficiaries from institutions like the Joyeeta Foundation faced additional stress due to strict policies and delayed disbursements. Overall, although the stimulus significantly benefited many, addressing institutional challenges and tailoring interventions to diverse needs are vital for a more inclusive recovery strategy.






6. Discussion


This study focuses on finding the impact and effectiveness of 4 out of the 28 stimulus packages implemented during the pandemic. Each of these selected packages had distinct objectives, target populations, and implementation methods. In this section, separate discussions of the results for each package are presented.



The “Salary Support for Export-Oriented Industries” package aimed to assess its impact on the socio-economic conditions of recipient workers, particularly in the ready-made garments (RMG) sector. Through a household questionnaire survey with a gender composition of 35.56% male and 64.44% female, the study utilized propensity score matching (PSM) to estimate the average treatment effect (ATE). The results revealed a positive impact on household well-being, job retention, and various aspects of individual lives. Despite challenges during implementation, the package significantly improved the overall outcomes for recipients. A similar study in India showed mixed short-term results, with challenges related to decreased sales and laborers returning to villages (Prusty et al. 2022). Meanwhile, Germany’s fiscal stimulus package, analyzed using a dynamic new Keynesian multi-sector general equilibrium model, demonstrated significant short-run mitigation of output and consumption losses, reducing welfare costs for beneficiaries (Hinterlang et al. 2021).



Our study on “Working Capital Loans to Affected Industries and Service Sectors” aimed to analyze the impact of these loans on the recovery of businesses. Positive outcomes were observed for loan recipients, with a survey conducted on 30 enterprises using a difference-in-difference method. The study revealed a significant positive impact on net profit, earnings per share, and employment. The PMI sub-index in the business revival scenario showed increased new orders and employment, indicating successful operationalization and production continuity. The overall PMI value was 73.6 out of 100, comparing February 2021 to February 2020. Qualitative insights highlighted the crucial role of the stimulus in helping businesses overcome pandemic-induced challenges. An AGE model applied to Oceania’s economies demonstrated the protective impact of fiscal stimulus on output but insufficient prevention of joblessness in certain sectors, emphasizing the need for continuous support (AGE model study; government support feedback).



The third segment of the study examined the impact of “Working Capital Loans for CMSMEs” during COVID-19. Beneficiary CMSMEs experienced increased production and positive job outcomes but challenges in delivery due to lockdowns. The stimulus had a significant positive effect on access and production but limited impact on delivery and employment. The knowledge component was statistically insignificant, and qualitative insights revealed banks’ risk aversion. Despite being announced for women entrepreneurs, 94% of beneficiaries were men. The loans were effective in employment and production but faced challenges in delivery. Systematic issues like marketing, asymmetric information, paperwork, and unpreparedness of banks were identified. A study by Gourinchas et al. (2021) across 27 countries found fiscal support reduced demand-constrained sectors, positively impacting employment. However, challenges in fund disbursement to those in need were noted. Another study in India supported the need for fiscal stimulus packages in SMEs during COVID-19 for business recovery (Gourinchas et al. 2021; Prusty et al. 2022).



In examining the package “Revitalizing the Rural Economy and Job Creation”, which focused on evaluating the micro-credit stimulus impact on marginalized groups and women entrepreneurs, positive outcomes were observed. Quantitative methods assessed economic, employment, and health-related effects. Stimulus recipients demonstrated a higher percentage of finding new income sources during lockdown (60.3% vs. 39.7% non-recipients). Buying behavior for health items increased among recipients (medicine: 52.1%, sanitizers: 52.2%, facemasks: 51.3%) compared to non-recipients. Recipients showed regular tax and bill payments and stable savings. Although micro-credit had no significant impact on pandemic food consumption, post-pandemic effects were significant for beneficiaries. Businesses of micro-credit recipients displayed higher resilience and employment generation. Challenges included delayed disbursals and beneficiary selection issues. Qualitative aspects reinforced positive socio-economic welfare for microcredit recipients, yet concerns were raised about short timeframes and restrictive policies. A similar study in Pakistan confirmed that women with microfinance access have better overall welfare (Hameed et al. 2022).



In summarizing the study, all four packages effectively achieved socio-economic relief and livelihood support, and addressed the needs of marginalized groups, overcoming management and implementation challenges. On a macro level, Bangladesh experienced a drop in GDP growth in FY 2020–2021 due to the pandemic, but subsequent years (FY 2021–2022 and FY 2022–2023) saw positive growth rates of 6.9% and 7.1%, respectively, reflecting the impact of the stimulus packages. Hence, the hypothesis developed in the study proved to be positive. Similar trends were observed in Vietnam, with both countries demonstrating recovery. Studies, including those of Walmsley et al. (2022) and Li and Spencer (2016), noted the positive impact of fiscal stimuli on the US economy. Past global financial crises, like in China, the US, and Australia, showed successful GDP growth and economic stability. In India, initial challenges during COVID-19 were gradually overcome, leading to positive sectorial growth (Chen and Langwasser 2021; Prusty et al. 2022).



Despite the success, implementing the packages in Bangladesh involved challenges. Some organizations outperformed others due to efficient fund distribution protocols. Challenges included identifying beneficiaries, resource limitations affecting support coverage, and banks lacking suitable setups for small business loans. Delays in loan distribution resulted from insufficient promotion, technology, and documentation, with thorough scrutiny further slowing the process. Additionally, challenges in beneficiary identification and limited financial data availability in the “Working Capital Loan for Industries and Service Sectors” package posed limitations. The sudden onset of COVID-19 and time constraints restricted baseline data collection for three packages. Social safety net programs were excluded due to time constraints, suggesting a need for a separate study on them.



However, this research aims to provide an unbiased assessment of the impact of the four stimulus packages, offering detailed insights into their effects on specific target groups. The study highlights execution challenges, providing valuable lessons for future policymaking in similar crisis scenarios. Qualitative analysis, incorporating expert perspectives, identifies challenges that can inform the design and implementation of future incentive policies during crises, contributing to shaping future strategies.




7. Conclusions


The global COVID-19 pandemic prompted governments worldwide, including that of Bangladesh, to implement strategic stimulus policies, with Bangladesh introducing 28 packages, primarily fiscal and monetary measures. This study focuses on four key fiscal packages: “Salary Support for Export-Oriented RMG Industries”, “Working Capital Loans for Affected Industries and Service Sectors”, “Working Capital Loans to CMSMEs for Job Retention”, and “Revitalizing the Rural Economy and Job Creation”, combining fiscal aid with microfinance for marginalized groups. Utilizing both quantitative data analysis and qualitative interviews, the study comprehensively assessed their impact, efficacy, and implementation challenges, revealing positive outcomes for beneficiaries despite recurring challenges during execution.



The assessment of the “Special Funds for Export-Oriented Industries” package, employing propensity score matching (PSM) and qualitative analysis, indicated positive impacts on the socio-economic well-being of benefitting RMG workers. Despite challenges in beneficiary identification and mobile financial access, the results showed increased financial stability, improved healthcare and education access, and enhanced social well-being. The analysis of Bangladesh’s “Working Capital Loans to Affected Industries and Service Sectors” package, using a difference-in-difference model and the PMI index, revealed encouraging outcomes for recipient companies, with enhanced profitability, increased new orders, and maintained employee retention. The evaluation of “Working Capital Loans for CMSMEs”, employing structural equation modelling (SEM), highlighted positive influences on access and production, despite challenges in service delivery and employment generation. The final part, “Revitalizing the Rural Economy and Job Creation”, focusing on marginalized groups and female entrepreneurs, using PSM and qualitative analysis, revealed positive socio-economic changes for loan recipients, including improved payments and stable savings. Thus, the study proved the hypothesis and achieved the objective that was set forth. Challenges in implementing institutions included delayed disbursements and monitoring issues.



Although limitations existed, such as data constraints and a constrained time frame excluding social safety net programs, the study yielded valuable insights for future policy formulation. Despite these constraints, the study successfully delivered unbiased impact estimations on targeted populations, identifying crucial implementation hurdles as valuable lessons for future crisis interventions. To analyze the micro-level impact of four key stimulus packages, our study utilized primary data from beneficiaries and professionals, providing a nuanced understanding from the beneficiary’s perspective. Qualitative insights from field experts will guide future implementations. These findings will significantly contribute to shaping future economic measures, documenting results, capturing key insights, and highlighting implementation obstacles. This knowledge base facilitates essential adjustments for impactful programs during future similar shocks.



In summary, the implemented stimulus packages achieved their objectives and positively impacted beneficiaries. Acknowledging their successes, it is crucial to address implementation problems for future effectiveness. Comprehensive policies in monitoring, evaluation, data management, and stakeholder communication are needed to enhance future aid packages. These reforms ensure sustained success and the adaptability of economic stimulus initiatives in addressing evolving challenges and fostering long-term resilience.
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Figure 1. GDP growth of Bangladesh compared to India, Indonesia, South Asia, and the world (source: World Bank 2021). 
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Figure 2. Conceptual framework. 
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Figure 3. Methodological details of the study. 
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Figure 4. PMI by components. Source: author’s calculation; Stimulus Package Field Survey, 2023. 
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Figure 5. Support for business recovery. Source: author’s calculation; Stimulus Package Field Survey, 2023. 
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Table 1. Key macroeconomic indicators of Bangladesh.
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Sectors

	
Indicators

	
2018–2019

	
2019–2020

	
2020–2021

	
2021–2022

	
2022–2023 *






	
Real sector

	
Real GDP growth (%)

	
07.90

	
03.50

	
06.94

	
07.10

	
06.03




	
CPI inflation (%)

	
05.50

	
05.70

	
05.56

	
06.15

	
07.50




	
Investment (% GDP)

	
32.20

	
31.30

	
31.00

	
32.00

	
27.80




	
Fiscal sector (% GDP)

	
Tax revenue

	
08.50

	
08.40

	
09.30

	
08.50

	
09.80




	
Public expenditure

	
13.30

	
13.00

	
13.00

	
13.10

	
15.20




	
Budget deficit

	
−04.70

	
−04.70

	
−03.70

	
−04.60

	
−05.20




	
Money and credit (Year-on-year % change)

	
Domestic credit

	
12.30

	
14.00

	
10.10

	
16.20

	
18.50




	
Credit to private sector

	
11.30

	
08.60

	
08.30

	
13.70

	
14.10




	
Broad money

	
09.90

	
12.60

	
13.60

	
09.50

	
11.50




	
External sector (% change)

	
Export, f.o.b **

	
09.10

	
−17.10

	
12.40

	
33.40

	
10.00




	
Import, f.o.b

	
01.80

	
−08.60

	
19.70

	
35.90

	
−09.00




	
Remittance

	
10.20

	
12.40

	
36.10

	
−15.10

	
04.00




	
Current account Balance (% GDP)

	
−01.45

	
−01.26

	
−01.10

	
−04.06

	
−01.48








* Revised budget (source: Finance Division (2023)); ** free of budget.













 





Table 2. Percentage distribution of RMG workers by selected demographic and economic characteristics.
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Total (n)

	
Percentage (%)






	
Gender

	
Male

	
526

	
35.56




	
Female

	
953

	
64.44




	
Age (in years)

	
Less than 15 years

	
2

	
0.14




	
15–25 years

	
483

	
32.65




	
Above 25 years

	
994

	
67.21




	
Educational level

	
Uneducated

	
317

	
21.43




	
Primary

	
687

	
46.45




	
S.S.C

	
382

	
25.83




	
H.S.C

	
72

	
4.87




	
Honors

	
15

	
1.01




	
Masters

	
5

	
0.34




	
Others

	
1

	
0.07




	
Marital status

	
Married

	
1333

	
90.13




	
Unmarried

	
135

	
9.13




	
Others

	
11

	
0.74




	
Medium of salary support

	
Bank account

	
103

	
12.17




	
Mobile financial service

	
630

	
74.47




	
Hand cash

	
113

	
13.36




	
Place of residence during COVID-19

	
Urban

	
1322

	
89.38




	
Rural

	
157

	
10.62




	
Loan taken out

	
Yes

	
586

	
39.62




	
No

	
893

	
60.38




	
Savings during COVID-19

	
Yes

	
250

	
16.90




	
No

	
1229

	
83.10




	
Infected by COVID-19

	
Yes

	
19

	
1.28




	
No

	
1460

	
98.72




	
COVID-19 hygiene safety kit provided by factory

	
Yes

	
893

	
60.38




	
No

	
586

	
39.62




	
Supported extended family during COVID-19

	
Yes

	
194

	
17.67




	
No

	
904

	
82.33








Source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 3. Impact on economic, health, social, and psychological aspects.
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Outcome Variables

	
Coefficient (ATE)

	
Standard Error

	
Z-Statistics






	
Economic impact

	
Regular rent payment

	
0.45 ***

	
0.08

	
5.52




	
Regular electricity bill payment

	
0.37 ***

	
0.07

	
5.29




	
Regular gas bill payment

	
0.36 ***

	
0.07

	
5.41




	
Regular water bill payment

	
0.35 ***

	
0.07

	
5.4




	
Timely internet bill payment

	
0.30 ***

	
0.06

	
4.83




	
Regular payment for children’s education

	
0.07 ***

	
0.03

	
2.72




	
Loan taken out

	
−0.09 ***

	
0.03

	
−2.99




	
Capacity for month-end savings

	
0.04 *

	
0.02

	
1.74




	
Curtailed expenses on food products

	
−0.28 ***

	
0.05

	
−5.16




	
Curtailed expenses on non-food products

	
−0.21 ***

	
0.0

	
−3.94




	
Health impact

	
Regular payment of healthcare bills

	
0.28 ***

	
0.06

	
4.39




	
Capacity for purchasing masks

	
0.14 ***

	
0.05

	
2.71




	
Capacity for purchasing sanitizer

	
0.49 ***

	
0.07

	
6.89




	
Capacity for purchasing handwashing materials

	
0.51 ***

	
0.07

	
7.29




	
Social and psychological impact

	
Improvement in mental well-being due to salary support

	
0.13 ***

	
0.05

	
2.78




	
Salary support provided motivation to work for the industry

	
0.37 ***

	
0.06

	
6.56




	
Less frequent conflict at home

	
0.09 **

	
0.04

	
2.18




	
Reduction in social vulnerability

	
0.14 ***

	
0.05

	
2.91




	
Ability to support extended family during COVID-19

	
0.10 ***

	
0.03

	
3.94








Note: *** = p < 0.01, ** = p < 0.05, and * = p < 0.10. Source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 4. Overview of difficulties faced by firms due to the pandemic.
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Difficulties Faced In

	
Name of the Categories

	
Percentage of Firms Facing the Problem (%)






	
Production process

	
Low demand

	
65.4




	
Shortage of inventory

	
57.7




	
Exporting goods

	
30.8




	
Outstanding production

	
3.8




	
Distribution process

	
Reduced order

	
73.1




	
Supply delays

	
61.5




	
Shipping was not available

	
46.2




	
Disturbed distribution channel(s)

	
42.3




	
Low stock of raw materials

	
38.5




	
Too much of the stock finished

	
30.8




	
Order cancellation from foreign buyers

	
23.1




	
Order cancellation from local buyers

	
7.7




	
Employment regards

	
Difficult distribution of wages

	
57.7




	
Most workers left for their homes/villages

	
53.8




	
Difficulties in hiring workers during lockdown

	
42.3




	
Temporary workers were retrenched

	
3.3




	
Dealing with expenses

	
Outstanding loan payments

	
84.6




	
Raw material costs higher that the pre-pandemic period

	
76.9




	
Difficulties paying for R&D activities

	
19.2




	
Financial challenges

	
Fixed-cost payments (rent, insurance, etc.)

	
53.8




	
Payment of invoices/deliveries

	
34.6




	
Operational challenges

	
Shortage of cash flow

	
84.6




	
Shortage of workers

	
46.2




	
Shortage of inputs

	
34.6




	
Difficulty with fulfilling contracts

	
11.5








Source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 5. Difference-in-difference estimates of the business performance upon receiving the stimulus support.
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	Dependent Variable
	Coefficient
	t-Value





	Total asset (in billion BDT)
	2.63
	0.18



	Return on assets
	0.74
	1.07



	Debt-to-equity ratio
	−0.61
	−0.89



	Net profit before tax (in billion BDT)
	0.28 *
	2.58



	Net profit after tax (in billion BDT)
	0.19 *
	2.97



	Number of employees
	189.78
	1.63



	Earnings per share
	1.52
	1.44







Note: * = p < 0.10. t-value = value of t statistics; source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 6. Demographic profile of stimulus for CMSME recipients.
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Variables

	
Characteristics

	
Number of Observations (n)

	
Percentage (%)






	
Number of employees

	
Less than 10

	
411

	
70.3




	
10–24

	
127

	
21.7




	
25–99

	
24

	
4.1




	
Equal to or more than 100

	
23

	
3.9




	
Owner category

	
Cottage entrepreneurs

	
133

	
22.7




	
Micro entrepreneurs

	
184

	
31.5




	
Small entrepreneurs

	
219

	
37.4




	
Medium entrepreneurs

	
49

	
8.4




	
Gender

	
Male

	
570

	
97.4




	
Female

	
15

	
2.6




	
Education level

	
No education

	
18

	
3.1




	
Primary education

	
117

	
20.0




	
Secondary education

	
184

	
31.4




	
Higher secondary education

	
145

	
24.8




	
Graduate

	
121

	
20.7




	
Residence

	
Rural

	
215

	
36.8




	
Urban

	
370

	
63.2




	
Age

	
18–30

	
27

	
4.6




	
31–40

	
147

	
25.1




	
40–55

	
319

	
54.4




	
Above 55

	
92

	
15.7




	
Year of experience

	
5 years

	
21

	
3.6




	
More than 5 years

	
564

	
96.4




	
Existence of TIN account

	
Yes

	
526

	
89.9




	
No

	
59

	
10.1




	
Financial support from NGO

	
Yes

	
101

	
17.3




	
No

	
484

	
82.7




	
Invested the capital of the stimulus package

	
In business recovery

	
541

	
92.5




	
To start a new business

	
6

	
1.0




	
To repay a loan

	
11

	
1.9




	
To pay the wage of a worker

	
21

	
3.6




	
Other

	
6

	
1.0








Source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 7. Relative impact of stimulus support on business recovery.
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	Paths
	Coefficients
	SE
	t-Value
	Hypothesis





	Knowledge → Stimulus support
	0.04
	0.04
	1.04
	Not supported



	Access → Stimulus support
	0.08 *
	0.44
	1.84
	Supported



	Production → Stimulus support
	0.34 ***
	00.05
	6.68
	Supported



	Delivery → Stimulus support
	0.05
	0.07
	0.72
	Not supported



	Employment → Stimulus support
	0.08
	0.05
	1.44
	Not supported







Note: *** = p < 0.01, and * = p < 0.10, t-value = value of t statistics, SE = standard error. Source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 8. Demographic characteristics of the respondents.
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	Characteristics
	Recipients of COVID-19 Stimulus Loan

n (%)/Median (IQR)
	Non-Recipients of COVID-19 Stimulus Loan

n (%)/Median (IQR)





	Gender
	
	



	  Male
	255 (51.6)
	238 (48.4)



	  Female
	129 (50.0)
	129 (50.0)



	Educational Qualification
	
	



	  Primary
	121 (52.2)
	111 (47.8)



	  Secondary
	136 (49.6)
	138 (50.4)



	  Higher secondary
	73 (52.9)
	65 (47.1)



	  Hons. and above
	42 (56.0)
	33 (44.0)



	  No institutional education
	11 (37.9)
	18 (62.1)



	Working Area
	
	



	  Agriculture
	178 (58.2)
	128 (41.8)



	  Manufacturing
	81 (47.9)
	88 (52.1)



	  Service
	125 (45.3)
	151 (54.7)



	Entrepreneurship Training
	
	



	  Yes
	118 (62.1)
	72 (37.9)



	  No
	266 (47.4)
	295 (52.6)



	Bank Account
	
	



	  Yes
	363 (53.5)
	315 (46.5)



	  No
	21 (28.8)
	52 (71.2)



	Mobile Bank Account
	
	



	  Yes
	329 (50.3)
	325 (49.7)



	  No
	55 (56.7)
	42 (43.3)



	Age (in Years)
	39.4 (8.9) a
	38.1 (9.2) a



	  Monthly income (in thousand BDT)
	30.0 (25.0) a
	30.0 (20.0) a



	  Monthly saving (in thousand BDT)
	5.0 (8.0) a
	5.0 (90) a



	  Total expenditure (in thousand BDT)
	22.0 (19.3) a
	25.0 (15.0) a



	  Food consumption (in thousand BDT)
	12.0 (5.0) a
	12.0 (6.0) a



	  Non-food consumption (in thousand BDT)
	7.0 (13.0) a
	7.0 (1.0) a



	Total
	384 (51.1)
	367 (48.9)







a Median (IQR); source: author’s calculation; Stimulus Package Field Survey, 2023.













 





Table 9. Effect of COVID-19 stimulus loan on economic activities.
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Outcome Variables

	
Coefficients (β)

	
Standard Error

	
Z-Statistic






	
Economic aspect

	
Regular land tax payment

	
0.65 ***

	
0.25

	
2.54




	
Payment of other kind of taxes

	
1.14 ***

	
0.55

	
2.07




	
Regular payment for fuel

	
0.55 ***

	
0.24

	
2.31




	
Regular payment for phone bills

	
0.58 ***

	
0.26

	
2.17




	
Stability in savings pattern

	
0.49 ***

	
0.23

	
−2.35




	
Business or firm in operation

	
2.47 ***

	
0.24

	
10.30




	
Business aspect

	
Working and earning during the lockdown

	
0.37 *

	
0.19

	
1.87




	
New sources of income during the lockdown

	
0.48 *

	
0.26

	
1.81




	
Access to raw materials throughout the pandemic (till December 2021)

	
0.43 **

	
0.20

	
2.10




	
Job aspect

	
Employment generation

	
0.84 ***

	
0.20

	
4.13




	
Regular salary payment to workers during COVID-19

	
0.43 ***

	
0.19

	
2.18




	
Consumption and health aspects

	
Food consumption (during pandemic)

	
0.41

	
0.18

	
−2.27




	
Food consumption (after pandemic period) (‘000 TK)

	
2.05 **

	
1.02

	
2.01




	
Buying sanitizers for the pandemic

	
0.42 **

	
0.19

	
2.10








Note: *** = p < 0.01, ** = p < 0.05, and * = p < 0.10. Source: author’s calculation; Stimulus Package Field Survey, 2023.
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