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r's budget of election poses huge challenge to coalition, caretaker, next governments

INAM AHMED

Satisfying the industrialists, farm-
ers, small entrepreneurs, house-
wives and donors -- that is what
Finance Minister M Saifur Rahman
tried to:do in his proposed budget
for fiscal 2006-07 placed in parlia-
mentyesterday.

But in doing so, hchas thrown a
big challenge to the taxation
machinery to be efficient and cor-
ruption-free. At the same time, the
political challenge to execute such
an ambitious budget is enormous.
Whether the coveted outcome of
thebudget will be achieved willnow
all depend on the ability to reform
thetaxdepartmentand the rules.

Saifur tried to deftly play to the
constituencies in an election time
and wanted (o be caring about the
disadvantaged sections. But that
budget of election may get a bad
blow because of the expected sloth
as three governments -- the coali-
tion, the caretaker and the next
elected government -- will be
tasked toimplementit,

In'a double-action tool to make

local industries competent by
reducing their \input costs and
meet the donor presstire, Saifurhas
offered to reduce duty on raw
materials, capital machinery and
intermediate goods by one per-
centage point. By the same stroke
he has brought down supplemen-
tary duty by 5 percentage points. &
In his own words "this reform
will belp the growth of domestic
industries and have salutary
impacton economic progress.”

Text of budget speech on pages 12:15

A key component to making the
corporate sector competent is (o
induce them into introducing
performance based compensation
package and Saifur has proposed it
through excluding bonus, employ-
ers' contribution to provident
fund, pension fund, gratuity fund
and super-annuation fund from

the definition of prerequisite.
Saifur has tried to improve the
rural economy by supporting agro-
based industries and continuing
the incentives to agriculture. This
year's Tk 1,200 crore subsidy to
SEE PAGE 16 COL 1

High bank borrowing to
fund Tk 69,740cr budget

REIAUL Kalzm Bmaw

The government yesterday pro-
posed a budget of Tk 69,740 crore
for the next fiscal year which will
see reliance on borrowing from
banks, instead of foreign assis-
tance, rising heavily to meet the
financinggap.

Even after downsizing the cur-
rent revised budget by more than
Tk 3,000 crore, the bank borrowing
marks a 35 per cent rse due to
drastic declines both in foreign
loansand grants.

‘While a 12 per cent revenue
growth on an average could be
achieved over the last four yeats, a
17 per cent growth for the coming
fiscal scems quite ambitious and
especially so with more emphasis

given to collectionito mincometax

AndvVAT.”

The government's overall
expenditure has been raised by 14
percentin thenewbudget from the
current revised one, of which reve-
nue expenditure has risen by 14.11
per cent and development expen-
diture by 21 per cent.

In the current revised budget,
the overall expenditure hias been
cut by more than 5 per cent while
revenue expenditure has been cut
by around 3 per cent and develop-
ment expenditure by more than 11
percent,

FY07 BUDGET

Total expenditure for the coming
fiscal year has been fixed at Tk
69,740 crore, which is Tk 8,642
crore more than that of the current

“revised budget, Of It,  revenug
expenditure has been raised by
14.11 per cent to put it at Tk 42,286
crore.

Thetotal development expendi-
ture has been raised by 20.47 per
cent to put it at Tk 28,463 crore. Of
it, non-ADP expenditure has been
increased by 45 per cent to make it
Tk 1,982 crore. Again, ADP expen-
diture has been raised by 21 per
cent to make [t Tk 26,000 crore,

Total revenue in the coming
fiscal has been raised by 17 per cent
from the current revised budget to
make it Tk 52,542 crore. Of it, NBR
portion has been increased by 19
percentto putitat Tk 41,055 crore.
Again non-tax revenue has been
raised by 11 per cent to make it

SEE PAGE 16 COL 7

Salary in cheque, thru’
bank for tax benetfits

STAFF CORRESPONDENT

Employers now have to pay salary
or allowance through bank
cheques or bank transfers to get tax
benefits,

The finance minister has pro-
posed to treat the expenditure by
way of salary or allowance as inad-
missible for tax exemption if it is
not paid byabankcheque orabank
transfer to an employee whose
monthly salary or allowance is Tk
15000 0r more.

Investment made by the direc-
tors of private and non-listed com-
panies will be treated as income of
the company when such invest-
ments are not made by bank
cheques orbank transfers.

The minister however proposed
10 per cent tax rebate on the addi-
tional tax paid by those individual

taxpayers, who pay taxes at the
_Highest rate of 25 percent,

Fhi ministt g s proposed. to

bring some additions and amend-
ments to the income tax ordinance
1984 for making itmodern.

The amendments include rais-
ing the level of companies' pergti-
site expenditure, admissible for tax
exemptions, to Tk 2 lakh from Tk
1.82 lakh, excluding incentive
bonus, pension fund, gratuity,
super-annuation fund, and the
employer's contribution to provi-
dent fund from the definition of
perquisite.

The budget proposed to allow
tax exemption on accelerated
depreciation at the rate of 50 per-
cent, 30 percent and 20 percent
respectively in the first three years
of installation of machinery in

SEE PAGE 16 COL 1

i) ﬁes dudnghlu budgql speech in pati{ama'
tbmughlittnt effectyesterday afternoo

pLio Tk 58 from Tk _

Saifur speech
skips defence
fund again

Increase of Tk 501cr
proposed
STAEE CORRESPONDENT

Finance and Planning Minister M
Saifur Rahman again skipped the
proposed defence allocation in the
budget speech yesterday while
official budget documents show
the government has proposed a
defence budget of Tk 4, 746 crore
for FY 2006-07.

The allocation for next financial
year shows an increase of Tk 501
crore over Tk 4, 245 crore defence
allocationin FY 2005-6.

In the last year's budget speech
too, the finance minister did not
say anything about the proposed
defenceallocation.

SEE PAGE 19 COL 3

No relief in view from
exorbitant essentials

| Poor governance, graft to eat

away measures in budger

SHAKHAWAT LITON

With the general elections round
the corner, the BNP-led govern-
ment in its last budget proposed a
set of measures alming at arresting
skyrocketing prices of essentials,
but the finance minister himself
apparently expressed scepticism
aboutthe result,

"Reduction of taxes and duties
will have no significant impact on
the prices of essentials unless we
shun rent-seeking, corruption aned
toll collection at every point in the
transport sector and bring in
improvement in management of
stock and government's regulatory

supervision,” Saifur said proposing
some measures for lawermg the
pricesof essentials.

These issues repcatedly camn
up during discussions on the price
hike over the last four years, but no
effective measures were taken to
rernove these obstacles.. .

The skyrocketing pnces of
essentials have put the people'slife
ina miserable state. Even anumber
of the ruling alliance leaders
warned the government high-ups
on several occasions that the party
would face debaclesin the polls for
the price spiral and acute shortage
ofelectricity. 5
SEE PAGE 18 COL 1

Tariff-cuts hailed by
businesses, economists

STAR REPORT

The proposed budget for 2006-07
financial year'drew mixed reaction
as leading trade bodies see in it
some measures that may help to
control prices of essential com-
‘modities but economists are frus-
trated to find no political will to
contain corruption and improve
governancein the economic front.

The business leaders said
reducing tax on industrial raw
materials and capital machinery
will help to improve competitive-
ness but businesses will suffer due
to lack of allocation for infrastruc-
ture including power.

Imposition of & minimum
incame tax of Tk 5,000 or 0.5 per-
cent of turnover (whichever is
higher) on companiesis against the
interest of trade andfive percent
advance income tax (AIT) on cash
incentive is also not business-
friendlyatall, they said.

Mir Nasir Hossain, president of
the Federation of Bangladesh
Chambers of Commerce and
Industry (FEBCCD said allocation
for the power sector is not signifi-
cant while industries are facing
seriouscrisis ofelectricity,

Elaborating, he said Tk 4,270
crore was allocated for the power

SEE PAGE 19 COL 1

Air polluters get
drastic duty cut

STAFE CORRESPONDENT

The government has proposed to
drastically cut the supplementary
duty on two-stroke three-wheelers,
apparently encouraging importers
to import such environment-
unfriendlyvehiclesin abundance.
The proposed budget seeks to
rediice the supplementary duty on
two-stroke auto-rickshaws as well

| * as three-wheelers, their engines

and chassis from existing 250 per
cent to only 25 percent.

However, Finance Minister M
Saifur Rahman in his budget

speech yesterday said the govern-

ment banned two-stroke three-
wheelers and vehicles variously
agedbetween 20 to 25 years.

Earlier, the government had
banned two-stroke three-wheelers
and vehicles on Dhaka metropolis
tan roads as from January 1, 2002.
The government also banned two-
stroke three-wheelers and vehicles
agedbetween 20 to 25 years across
the country.

The government had also
imposed’ higher supplementary
dities on two-stroke three-wheelers

SEE PAGE 16 COL §

Social safety net

strengthens

Tk 20cr RMG workers' skill
development fund proposed

STAFF CORRESPONDENT

With the introduction of a new
project for developing garment
workers' skills, the government has
proposed to strengthens the ongo-
ing social safety net programmes
by increasing the number of bene-
ficiaries and the amount of money
in the budget for the next fiscal
year.

It also proposed to continue
allocations for some funds intro-
duced under these programines
that include rehabilitation of the
acid victims, physically handi-
capped and mitigating risks: due 10
natural disasters.

The budget proposed Wﬂdny
introduced anew projectunder the
social safety pet prograinmes to-

SEE PAGE 19 COL 4

ADP unreahstlc
Says ijeduz:zaman
STAEE ng;zs_mnm

Former finance minister M
Syedummm has said the annual
developmentprogramme (ADP) of
Tk 26,000 crore in the proposed
buﬂgel’-fdrfiscal 2006-07is 'unreal-

istic' and *highly ambitious'.
Usually, alinost 48 percentofthe
funds for implementation of ADP
SEE PAGE 19 COL 1

Boost to farmers

continues

They are hedged against natural
disasters, research gets Tk 244

STAFE CORRESPONDENT

The government has proposed to
allocate Tk 244 crore for agricul-
tural research for fiscal year (FY)
2006-07 and to create a Tk 50 crore
fund for small farmers who will lose
crops due to 'natural disasters and
epidemics’, butithasnotincreased
farm subsidy.

Finance Minister M Saifur
Rahman in his budget speech in
parliament yesterday claimed to
have enhanced allocation for
agricultural subsidy and rehabilita-
tion by Tk 100 crore, raising it to Tk
1,200 forthe coming FY.

\Saifur's claim contradicts his
last year's budget specch in which
he proposed Tk 1200 crore for farm
subsidy in FY 2005-06 while in his
yesterday's speech the figure was
showntobeTk 1,100 crore.

Proposing the "Fund for
Assistance to Small Farmers
Affected by Natural Disasters,” the
minister said small farmers find no
means to cover the loss of crops
due to natural disasters and epi-
demics because of the absence of
crop insurance. The fund would
help farmers to come out of such a
situation, hehoped.

SEE PAGE 19 COL 3

Budget doesn't
address risks

to growth
Says DrWahiduddin

STAFF CORRESPONDENT

Eminent economist Wahiduddin
Mahmud said the budget proposal
does not provide any clear guide-
lines regarding how to address the

SEE PAGE 16 COL 3

Budget designed to
loot public money

Says AL

STAFF CORRESPONDENT

The main opposition Awami
League (AL) yesterday formally
rejected the proposed budget for
FY 2006-07, and said it is intended

AMA Muhith

to loot public money ahead of the
nextgenoral election.

"They (coalition government)
have made the budget keeping 12
per cent cluster allocations aiming
at looting,” chairman of the AL
Economic Affairs Cell AMA Muhith
said at press conference arranged
to give the party's reactionito the
praposed budget. '

Muhith, also former finance
minister, apprehended that the 12
per cent cluster allocations would
actually reach up to 20 per cent as
they have made the budget only to
loot.

“We hoped that the budgetwould
be made for the people but that was
not done," Muhith said terming the
budget'apro-electionone.'

SEE PAGE 16 COL 4




