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Mr. Speaker, Sir
| rise with your permission
place the budget for 1991-
and the supplementary
for 1990-91.
2. At this juncture of resur-
nce of democracy and incep-
under the leadership of
Acting President, of a
democratic | nt cho-
sen through a neutral election,
I take this opportunity to pay
my respect to all those whose
t

£

4§

sacrifice and intrepid nur
led to the establishmen in-
dependent and sovereign
Bangladesh: and to all those
brave citizens whose love of
freedom and beld struggle
brought to an end the auto-
cratic regime and made pos-
sible the establishment of a
democratic and accountable
government. All of us bear the
moral responsibility to sustain
and consolidate the demo-
cratic tradition.

3. The Acti President
Justice Shahab Ahmed
deserves gratitude and respect

dwelt on the various aspects of
our political and economic
system and identified direc-
tions for overcoming owur
problems. His administrative

direction in resolving eco-
nomic and social issues con-
fronting us. Happily. many of
his economic and social ideas
are unconformity with the
economic and social pro-
grammes of the Government of
the Bangladesh Nationalist
Party. On behalf of the Gov-
ernment and my own behalf, |
convey sincere thanks to the
m President Shahabuddin

4. On 29 April, 1991, we
suffered a severe cyclone.

According to the informa-
tion received so far, one lac
and thirty eight thousand
people have lost their lives;
twenty lac families have been
rendered homeless; and colos-
sal have been suf-
fered. May Allah rest in peace
the departed souls. | also con-
vey my condolence and sympa-
thy for those who lost their
dear ones or suffered losses
otherwise. The government of
the Bangladesh Nationalist
Party had been in office for
forty days only at the time of
the cyclone. Nevertheless, the
government promptly came to
their help with all the re-
sources at its command. |
would like to assure you that
we will continue our efforts for
their rehabilitation and
restoration of normalcy in

their life.
5. | would like to recount

some reminiscenees at this
hour of re-establishment of a
democratic and accountable
government. | had the privi-
lege of presenting the budget
for 1981-82 on behalf of the
last democratic government of
the 1980's only a week after
the assassination of Shaheed
Ziaur Rahman, a dedicated
freedom fighter, who wisely
led the country out of its first
crisis encountered after inde-
pendence, who resuscitated
the process of and
stability, and who, until death,
remained a pioneer of devel-
opment centring the :
Killed by a heinous Mmﬂlhg;:
is no longer with us. But under
the leadership of Begum
Khaleda Zia, his competent
political successor, and with
the support of all other demo-
cratic political parties of the
country, workers, professional
groups, and the broad masses
of students and common peo-
ple. the Bangladesh Nationalist
Party, established by Ziaur
Rahman, was able to bring to
an end the decade-long autoc-
racy and establish again a
democratic government,
which evinces unequivocally
the endorsement given bﬁ the
common people to the philos-
ophy and sagacity of Shaheed
Ziaur Rahman. To-day, after a
decade, | am presenting again
‘the budget for 1991-92 as the
Finance Minister of an elected
democratic government. It is a
great privilege that I could
present budgets for two demo-
cratic nts after such
a long interval of time.

6. The major goal of this
government, which has
great political ordeals, ¥s to
mobilize the Bangladesh na-
tionalist forces towards cre-
ation of a self-reliant, just and
equitable social order. The
agenda is based on our com-
mitment to democratic plural-
ism, privatisation, deregulation
and market oriented competj-
tive economic environment.
The central feature of the eco-
nomic programme is the cre-
ation of a social and economic
milieu which encourages effi-
clent economic activities. We
are determined to bring about
fiscal and monetary discipline

in macro-economic manage-
ment and roll back corruption
by stressing accountability and
trans in all actions of
the government . We are de-
termined to remove the debili-

ta corruption which has af-
our society, ' we
recognise that it is a h task

and will take long. For bringing
about efficiency in economic
activities, the ngm-nt will
to lﬂhlbnl
controls, resist pres-
sures for their restoration, en-
sure tation of
decisions at all levels, and
make our industries competi-
tive under market pressure.
The benefit will be lower con-
sumer price. The system
losses of the public utilities
will be brought under control,
so that prices need not be un-
necessarily increased. Tar-
geted prugrlmm:l will be
taken up for poverty allevia-
tion, using our past experience
of village government with
genuine representation of the
poor. For reaching the goal of a
self-reliant economy we will
improve domestic resource
mobilisation and tax adminis-
tration: it is our intention to
raise tax revenues each year by
0.5 per cent of GDP. In 1980-
8] domestic resources ac-
counted for 35 per cent of de-
velopment outlay; by 1989-90
it virtually ceased to make any
contribution. We intend to
raise the proportion of domes-
tic resources in ment
outlay to 35 cent by 1995
and by the turn of the century
more then 50 per cent.

7. Experiments have been
made with different economic
systems in this country since
independence. Immediately
after independence the gov-
ernment had an important role
in addressing an economy
shattered by war and subject to
other external shocks. Over
time, however, the economy
controlled by the government
revealed weaknesses which
impede realisation of the po-
tential creative economic en-
ergies of the common people.
Aware of these realities, the

government of the Bangladesh
Nationalist Party changed the
structure and basic principles
of economic management to-
wards the end of 1970’s which
recognised the spontaneous
ene of the people and ini-
tated a process for gradual re-
duction of the role of the gov-
ernment. Unfortunately, the
government was removed {rom
office before the new princi-
ples could develop fully and
since then the liberal eco-
nomic structure has been sub-

jected to various distortions

and ts. The policies
might have been right, but
there were wide deviations in
their implementation. Oppor-
tunities for honest and
equitable participation were
replaced by dishonesty and pa-
tronage; consequently, the lib-
eral and market oriented
economy could not generate
the expected benefits for the
common people.

8. Corruption was institu-
tionalised the last auto-
cratic regime. structure of
rales and principles for man-
agement of government fi-
nance, budgeting and planning
broke down. Licences and

rmits were issued for- the

t of particular individuals

or groups for import of essen-
tial commodities such as sugar

salt, milkpowder. The privi-
leged  few appropriated
scarcity premia and made
large profits, while the com-
mon people had to pay er
prices and still there “!;’S:m
enough supply. The govern-
ment takes up development
programmes for the economic
growth of the country and mo-
bilizes external resources as
loan and grant. There exists
clearly defined procedures for
selection, preparation and
implementation of projects
which utilize these resources.
The Planning Commission
scrutinizes projects which are
taken up only if found finan-
cially viable and consistent
with the main objectives of
economic development. During
the previous government, pro-
jects were taken up under
administrative direction — the
so-called "mandated” projects
— in mm}:h:t: disregard of the
process ol scrutiny. Garments
industyy developed during the
last two decades and played an
increas important role in
the growth of our export. The
government used to reserve an
export quota under its con-
trol, which was allocated on a
discretionary basis to individu-
als or groups as patronage.
Those who exercised this
power also benefited — but at
the cost of the economy. Cor-
ruption on this scale was pos-
sible as an effective m of
accountability was absent. Ac-
countability has to be estab-
lished in all areas and at all
levels of the government; dis-
cipline in government financial
management has to be re-
stored; and appropriate prin-
ciples have to be established
for planning and development.
9. Unnecessary and exces-
sive government control dis-
torts the which pre-
vents the citizens from using
their spantaneous creativity;
generates inefficiency; and
creates opportunities for dis-

honest of rent by
those who II"F involved 1in
_Tm'n the economy
-and state. Therefore. un-

necessary governmental
trol

private sector en-

rs will be devoid of a
sense of humanity and con-
science ‘which makes them ob-
jects of public displeasure.
They will be efficient, dy-
namic, conscientious, and
committed to their social obli-

ment consistent with public
interest and social justice,
which is so necgssary for

social equilibrium.

10. Both intermal and ex-
ternal competition are essen-
tial for economic ecfficiency.
Government control and regu-
lation creates ly in the
domestic market which en-
ables enterprises to make
profit inspite of inefficient al-
location and utilization of re-
sources. Similar opportunities
are created in external trade
by quantitative restrictions and
high levels of protective tarifl.
In either situation the cost is
borne by the consumers who
are the ordinary citizens. Lib-
eralization will be carried out
in a manner consistent with
the interest of the consumer
and industrial development,
to which end tariff and tax
structures will be reformed
and investment procedures
simplified. The entrepreneurs,
however, will be given facilities
similar to those provided in
other countries of Asia.

11. The Government will
undertake a programme for di-
vestiture of shares and disposal
of industries under its owner-
ship at appropriate prices for
further expansion and consoli-
dation of the liberal and mar-
ket oriented economy. The
governiment plans to dispose of
assets worth Tk. 50 crores
during 1991-92. ’

12. Indiscipline prevailed in
the credit market or the fi-
nancial sectot far too long. The
amount of bad loan is too large.
Indiscipline in the financial
sector has created a crisis for
the economy : the financial
institutions are experiencing
shortage of loanable funds be-
cause of large defaults which
limit their ability to sanction
new loans; consequently, those
who are new in the field of in-
dustry and trade do not have
access to adequate loan and fail
to use their capabilities, The
government has taken steps to
address this problem : law has
been amended which es
for more effective proeedures
for recovery of laon; loan
courts have been established:
lists of large defaulters have
been published; and their ac-
cess to new loan has been re-
stricted. It is expected that

.these measures would improve

recavery of loan ‘and induce
the defaulters to repay loan in
discharge of their contractual
and social obligations. For re-
covery of defaulted loans, the
government will firmly pursue
these measures which have al-
ready received support from
all quarters. They may still
have access to new loan if their
failure in debts was
due to genuine difficulties and
the financial institutions are
prepared to consider these
cases on the basis of bank-and-
client relationship.

13. The management of
government finance calls for
improvement. Data for the last
few years show an unsatisfac-
tory position with respect to
government revenues while
current expenditures in-
creased significantly. From
1983-84 to 1989-90 annual
growth of revenues averaged
14 per cent while that of cur-
rent expenditure averaged 18
per cent. As a result, saving in
the public sector declined; the
government increasingly be-
came dependent on external
assistance; and the contribu-
tion of domestic resources to
development outlay shrunk.
External resources accounted
for 65 per cent of develop-
ment expenditure in 1980-8],
which rose to 99 cent! in
1989-90. | have already stated
that our aim is to reverse this
trend and increase allocation
for development expenditure.
If we are able to enhance
mobilization of internal
resources, it will be possible
also to utiize more eéxternal
resources; consequently total
_development outlay also can be
increased. In allocating public
resources higher priority will
be given to sectors which
contribute to development and
welfare such as education,
health, agriculture, water
resources, etc., and specially
primary and secondary
education. Unfortunately, the
allocations for different sectors

cannot be utilized effectively
for weaknesses of management
dnd monitoring. Steps are to
be initiated for improving
absorption capacity in the
education sector so that fts
programmes can be further
expanded. Inadequate
allocation for operations con-
strain optimum utilization of
existing assets; similarly. tnad-
equate maintenance causes fast
deterioration of assets. It will
be negessary to improve quali-
tatively the programmes and
management! competence in
these sectors which would be
given higher priority in alloca-
tion of resources, failing which
they will not be able to gener-
ate the expected benefits. This
holds for all other programmes
and sectors also.

14. One important reason
for growth of revenue expendi
ture — unproductive and con-
sumption expenditure in par-
ticular — {s the large size of
the government. It is difficult
to contain revenue expendi-
ture without reducing the size
of the government, which
necessary steps will have to be
taken.

15. The government spends
a large part of its revenues to
make up for the losses of de-
partmental enterprises and
public sector enterprises. Let
me cite a few examples. The
rallway earned a profit of Tk.
1.60 crores in 1978-79 — and
that was the last time it made
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present.

profit. Until 1982-83, how-
ever. its annual loss was lim-
fted to Tk. 6 crores only. The
railway incurred a loss of Tk
49.00 crores in 1983-84 and
during the last few years an-
nual loss was around Tk. 150
crores. The loss of the railway
is due to excessive manpower,
purchase of unnecessary and
excessive equipment and
stores. operational ineffi-
ciency, ete. The large amount
of loss incurred by the railway
cannot be avoided without
significant restructuring and
improvement of operational ef-
ficiency. This phenomenon is

. present almdst everywhere in

the public seetor. The system
loss of the Bangladesh Power
Development Board is forty per
cent or more; its receivables
are large; and because of cash
flow problems the Board can-
not meet its debt service liabil-
ities, Losses of the Bangladesh
Jute Mills Corporation, the
Bangladesh Road Transport
Corporation. the Bangladesh
Textile Mills Corporation, and
other public enterprise
amount to a few hundred
crores. Unless these organisa-
tions stop making loss, it will
be necessary to give them
subsidies out of tax revenues
for which there is little ra-
tionale. These organisations
are to be turned into profitable
ones by enhancement of effi-
ciency, reduction of produc-
tion cost and appropriate pric-
ing policies, which will reduce
the burden on the’ government.
It is contrary to economic ra-
tionale and social justice to pay
for the mismanagement of
these organisations out of the
revenues received from taxes
on the daily necessities of the
poor. Besides, it is not possible
to mobilize domestic and ex-
ternal resources for these ex-
pensive but inefficient organi-

‘sations. Nowhere in the world

can an electricity utility survive
if its system loss is 50 units
out of 100 units generated.
The nation has to be salvaged
from this situation, failing
which industrial development
will be impeded and the bur-
den of unjust tax on the people
will increase. |

~ 16. Subsidy accounts for 12
to 14 per cent of our revenue
budget. In the revised budget
of 1989-90 allocation for sub-
sidy was Tk. 940 crores, which
is 14 per cent of the total rev-
enue expenditure. Allocation

for subsidy in the budget of

1990-9]1 was Tk. 988 crores,

which was more than 13 per
cent of the total revenue ex-
penditure. In the revised bud-
get it has been proposed to
reduce allocation for subsidy by
Tk. 218 crores to Tk. 770
crores; nevertheless, it will be
10 per cent of the total rev-
enue expenditure. An alloca-
tion of Tk. 683 crores has
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Accountability to be established, financial discipline restored

the financial sector and the tional Monctary Fund and external sector. we

Acting President Shahabuddin Ahm
and budget for the next fiscal year for placing

been for subsidy in
the budget of 1991-92,

would be more than 8 per cent
of the estimated revenue ex-
penditure. This trend for re-
duetion of subsidy has to be
P T and weltare of

pmen

the poor, however, will not be
part of this process: on the
contrary, we consider such
expenditure as investment in
We have to realise that the
economy of a poor country like
ours cannot be revitalized as
long as we continue to incur
such large expenditures on
subsidy while depending
largely on taxes affecting the
poor as well as external fe-
SOUrces.

17. A major objective of the
government's economic devel-
opment policy is alleviation of
poverty through higher and
equitable economic growth.
The bulk of the poor people
ltve in the rural areas and are
engaged in agriculture or other
off-farm occupations. Agricul-
tural and rural development
thus helps alleviation.
Based on these considerations,

higher priority in dﬂemmu
strategy will be acco to
agriculture, frrigation and wa-

ter resources, rural infrastruc-
ture and small and medium
industries — particularly agro- .
based and -su in-
dustries — located in rural ar-
cas. Efforts will be made to in-
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tegrate the marginal social
groups with the mainstream
economic activities through
appropriate structural and
strategic measures, so that
their-access to benefits of de-
velopment is enhanced. Educa-
tion and health and family
planning sectors will be em-
phasized as part of the strategy
for human resources develop-
ment. We believe that the gov-
ernment will have a lesser role
in directly productive activities
after adequate development of
the private sector, which will
enable the government to con-
centrate more on development
of infrastructures. The Jamuna
Bridge, the Meghna Bridge and
the Flood Action Plan will fea-
ture prominently in the pro-
gramme for infrastructure de-
velopment.

* 18. Women constitute about
half of our total population. But
their participation in devel-
opment programmes and at
different levels of the govern-
ment is rather insignificant.
The progress of a society will
be constrained if half of its
population is neglected and
excluded from the benefits of
development. It is, therefore,
necessary that the women are
progressively brought into the
mainstream of economic activ-
ities.

19. Maintenance of ecologi-
cal balance and prevention of
environmental pollution are
very important for a small but
densely populated country like
ours. The growth of population
itself generates ecological
pressures : deforestation takes
place for allowing human habi-
tation; and human settlements
grow up in far-out areas. The
floods of 1987 and 1988 and
the cyclone this year demon-
strate how vulnerable we are to
a hostile ecology. We have to
take appropriate steps to save
ourselves such adversi-
ties. Tree plantation and
coastal afforestation are among
these initiatives. We have to
construct shelters for protegt-
ing ourselves from cyclone,
floods and tornado. Ecological
and environmental impact of
dévelopment projects is to be
carefully ascertained.

' 20. Stabilisation and struc-
tural adjustment measures are
necessary for sustained eco-
nomic development. We have
been pursuing these policies
for a long time. In adEun to
macro-economic structural ad-
justments, we have taken up
adjustment programmes in -
various sectors such as finance,
energy, industry, agric
and food. The principal objee-
tives of all these sectorial re-
forms are enhancement of effi-
ciency, enforcement of disci-
pline, appropriate pricing, and
reduction of rent-seeking op-

unities. | have y re-

erred to the indiscipline in

ng the revised budget
before the Jatiya

for the current. year
on Wednesday.

Prime Minister Begum Khaleda Zia and Finance Minister Saifur Rahman were also

—P1D photo

such measures on our own for
attaining economic efficiency.
However, | would also like to

make it clear that no structural

adjustment programme would
be accepted which is not truly
in the interest of the country
and welfare of the people;: we
will accept only those reforms
which are co tible with our
development and welfare.

2]1. Democracy, socio-eco-
nomic development, account-
able government, economic ef-
ficiency, poverty alleviation
and social justice are encom-
passed move within the
same circle. A democratically
elected government is ac-
countable to the people: they
cannot show irresponsibilities
in conducting the affairs of the
government. On the other
hand , inefficient use of re-
sources result in wastage,.
which i es development
efforts fails to improve the
conditions of the people. In
our view, therefore, demoratic
political and social system is
the pre-condition for socie-
economic development, effi-
cient economic management
and government's commift-
ment to public welfare. It ts my
belief that the present popular
and democratic government
can create a nationalist con-
sciousness among the people
and mobilize them towards ef-
forts for socio-economic de-
velopment which will acceler-
ate growth and thus help
establish a just and equitable
social order. Our faith in such a
process was confirmed by the
experience of the nationalist
government under the leader-
ship of President Shaheed Zi-
aur Rahman. We are deter-
mined to pursue similar pro-
grammes under the leadership
of the Prime Minister Begum
Khaleda Zia. .

22. The economy was sub-
jected to various internal and
external shocks during 1990-
91. The political and military
instability which oceurred in
the Gulf area in August 1990
affected the whole world and
had 'an adverse impact on the
economy of Bangladesh. A large
number of eshi work-
ers are employed in the Gulf
States and other countries of
the Middle East. Many of them
had to return home during the
Gulf Crisis. According to the
Ministry of Labour and Man-
power, more than 63 thousand
workers had to return. The
government incurred a large
expenditure for their repatria-
tion. As a result of increase of
world petroleum price our im-
port cost also increased. The
total tmport, however, de-
clined and there was a short-
fall in customs duties. The
government responded to the
situation by strengthening ad-
justment measures. Assistance
received from the Interma-
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other sources helped us in
situation
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to the government
would increase by 11.57 per
cent and by 10.74 per cent to
the public sector. On the con-
trary, credit to the govern-
ment has contracted by 22 per
cent, aided by government's
policy to restrain revenue ex-
. Credit to the
sector expanded by 3.04
per cent only. Credit to the
private sector increased by
6.74 per cent only, co
with an expec growth of
'12.26 per cent. Contraction of
broad money and credit re-
veals recessionary trends in
the economy, to remove which
a number of corrective steps
were adopted by the govern-
ment in April. The reserve ra-
tio was reduced from 10 to B
per cent and statutory lquidity
ratio from 25 to 23 per cent.
During the last year a number
of constructionally measures
had been adopted in response
to the depletion of foreign ex-
change reserve; some of these
themm have been relaxed in
current year to encourage
import. 8 have been per-
mitted to fix, on the basis of
bank-and-client relationship,
the for import of in-
dustrial raw-materials;
requirement for import of
consumer goods has been re-
duced. According to the latest
available data, credit increased
by 5 to 5.5 per cent in April
and May. It is expected that
this will help partially to mod-
erate the recessionary trends.
26. I would like to say a few
words on the position of the
external sector and the prin-
ciples for its nt. The
external sector, which is an in-
tegral part of the economy,
plays a complimentary and
supportive role. The Gulf Crisis
in 1990-91 financial year and
the natural disaster of April
had an adverse impact on the
external sector. Our exports
could overcome to some ex-
tend the adverse | t of the
Middle East Crisis; the natural
disaster of April, however, will
cause an immediate set-back
which is likely to reduce re-
ceipts on account of exports.
On the other hand, payments
for import may increase
though it was estimated earlier
that the recessionary condition
of the economy would n
demand for import. Neverthe-
less, import during this finan-
cial year is Hkely to exceed
that of the last financial year
only slightly. .-
27. The government has
been able to address the
uncertainty which emerged in
the external sector in 1990-91
generated by decline of export
and increase of import. Conse-
quently, it has been possible to
maintain a satisfactory level of
foreign exchange, reserve
which can meet import needs
for twe-and hall months. '
. 28. External trade should
used as a for eco-
nomic mmh
country like ours. We shou
diversify and increase export
while maintaining a liberal
trade regime to ensure ade-
quate import of raw-materials,
machinery and spares for ex-
port oriented and domestic
industries as well as consumer
goods. At the same time, iIn
order to attain balance in the
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1989-90. The production for
1990-91 -

uly 1990.

tributed totalled ;
Since May an expanded pro-
gramme has been taken up for
distribution of food in the cy-
clone and flood affected areas.
The latest estimates indicate
that the government will
distribute 24 lac tons of food
through the public food
distribution system in 1990-
9]1. The Ministry of Relief
plans to distribute 8.24 lac
tons of food through non-mon-
etised channel; the quantity
may have to be increased to
meet the needs of the affected
areas. Food stock at the end of
the year will be over 9 lac tons.
Assuming that the desirable
level of opening stock for
1991-92 is 10 lac tons, the ac-
tual stock would be slightly
lower. The shortfall, however,
is ot critical. Additional
pledge of 2.16 lac tons of food
aid has already been received
in the wake of the natural dis-
aster, which will improve the
stock position. We have already
requested the donor agencies
and countries to accelerate
shipment.

33. The h:xt for domestic
procurement during the cur-
rent year was revised to 8.36
lac tons; about 5 lac tons have
been procured by the end of

. Procurement price for

220 to 240 in order to im-
prove domestic procuremient.
Support price for growers is
necessary for agrieultural
growth and the government
will try to ensure more effec-
tive domestic urement.
34. We that effi-
ciency and contentment of the
civil service is required for
lementation
and programmes. We
are, therefore, cognisant of
the need for levels
of salaries, a s and
other benefits for the govern-
ment a:zohyau However, we
should recognise that ex-
mun on account of en-
salary, allowances and
other benefits should be con-
sidered in the overall context

See Page 11 :



