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'Special emphasis on the fast expansion of pry education and removal of illiteracy’

REVENUE BUDGET . 1994/9%
Mi. Speaker,

35. Let me now present the budget proposals for the next fiscal year Revenus ncome
for 1994/95 is projected at take 13637 crore that 15 shout 11% Mhgher than the
revised sstimate for the current year Tax revenue will contribute taka 10625 crore
non-tax revenue s expected to show a healthy nse of 25 5% over revised estmnate for

1993/94 to taks 3012 crore

36 Revenue expenditure for 1994/95 s estimated at taka Y8948 crore wiech s 8 7%
hgher than revised figure for 1993/94 Allocations te pronty sectors such as
education, health and family welfare, wngation and flood control have been mcreased
significantly. Payment of nterest on domestic debt s estimated to ncrease manly due
to issuance of bonds 1o state owned banks and hinancial mstitutions to make provisions
for persisting defaulting loans and meet capital adequacy needs Gross revenue surplus
is estimated at taka 3689 crore After adusting for captal and food account, net
contribution to the ADP from the revenue budget is expected to be taka 3996 crore
The voluntary separation programme will continue i the next hscal year for which
taka 300 crore has been provded for

ANNUAL DEVELOPMENT PROGRAMME . 1994/95

37. Measures o streamfine mplementation coupled with delegation of admemstrative
and financial powers, establishment of accountabwity at all levels and the mprovement
in performance achieved this year, have enabled us to project public mvestment at »
significantly higher level next year The availabibty of resources aiso is an important
consideration. We, thersfore, propose an ADP of taka 11000 crore for 1994/85 This
is an mcrease of 14 5% over RADP for the current year Taking m to account the
projects proposed under the Food for Works programmes outside the ADP. the total
public sector investment will stand at taka 11513 crore. Agan, J8% of the next
year's ADP i3 estimated to be financed from owr own resources Ths clearly
demonstrates this government's success in reducing aud-dependency to promete ouwr
cherished goal of a self-reliant Bangladesh Pursuant to our policy of allocating
resources to priority sectors that directly or indirectly contribute to poverty alleviation
snd human resource development, we have proposed larger funds 1o education, health
& family welfare, rural electrification and infrastructure, fisheries & hvestock and
social welfare. Education will get taka 1566 crore - the ghest allocation. It is an
increase of nearly B0% over the current year Health and family welfare will receive
20% mcrease over 1993/94 of taka B33 crore. Rural electnification, rural
infrastructure, kvestock and fishenes  the sectors which can fast contribute to
economic growth and simultaneously alleviate poverty - will all get tugher allocations
compared to last year of taka 509 crore, taka 214 crore and taka 1B4 crore
respectively. Social welfare, women and youth will also have sigmficant increase; we
have provided taka 183 crore for this sector

 STRATEGY FOR ACCELERATED GROWTH AND POVERTY ALLEVIATION

Mr. Speaker,

38. My preceding presentation has, | am confident, made it clear that we have made
significant progress and a new window of opportunity awaits us for accelerated
development. We should hasten a broad based economic growth with specific measures
to alleviate the poverty of those who cannot effectively participate because of lack of
entitlement. This is no partisan proposition. At this cross-road of our economic story,
| urge upon all political parties, professional and social groups and, the nation at large
to lend support to the economic programmes of the government for achieving our
mpﬁ.!ﬂmﬂnmtuhhfntﬁ:lmtﬂmmtﬂ

slements of the strategy. _
9. While improving and maintaining the macro-economic fundamentals like fiscal

deficit. inflation, current account deficit and a comfortable foreign exchange reserves,
we plan to raise the growth rate of GOP to 6% /% m the nearterm wlﬂi m a
a double-digit growth before the turn of the century. This would require raising the
aggregate level of nvestment from the present level of 145% to 16% in the
immediate future, eventually reaching 20% of the GOP. Higher level of investment
must, however, be associated with increased efficiency and competitiveness. The
choice betore us is 10 compete or lag behind. | am reminded of what Ludwig Erhard,
former Chancellor of West Germany wrote n his book. "Prosperity for all and
prosperity through competition are inseparable. The former marks the am, the latter

ﬁ'wmﬁm level and quality are achievable ful a number of reasons.
First, sound macro-economic fundamentals would promote savings and nvestment, hnth

e and domestic. We have made a significant break with the past in effectively
containing fiscal deficit and increasing public savings. As the budget proposal for
1994/95 will show, this healthy trend will be maintained. The ADP for 1934/95 also
reflects our continued commitment to enhanced public investment outlay not only n
guantitative but qualitative terms as well But some important issves will hau_m be
 seriously addressed to ensure that our investment targets are achieved and drains on
public resources are contaned and ultimately efiminated.

*. r. ) W
41 Let me first address the issue of ADP implementation. Admittedly, there 1s ample

for improvement. We have identified 2 few areas and shall :un!_im.l to g:p{ma
rmh:::m While efforts will be made to improve the t!'ﬂ!fll pryac‘-l_ mmt’tm
40 high priority projects have been identified for closer wnl_tm.lﬂl:_mstm lnd
divisions who utilise about 92% foreign aid have devised project-wise wam
matrix to moniter implementation status. New procurement guidelines have hm tln!ad
and action plan, including training of the concerned officials, drawn up. Project pruning
will continue to restructure, revise and even terminate projects, reallocate resources
from slow moving to high priority fast moving projects. Guwenm _hu M
delegated more power 10 project authorties to speed up m!rlamentatmn. Alrlnh
powered committee has been constituted to examine simplification of land acquisition

procedure with due care for the displaced persons.

ﬂ'..:r-t m: budget speech, | drew the broad outlines of good wn:m which is

with a sound development admiistration and an effective hmm_tt for
implementation of our development programmes and policies. Good government m our
case incorporates institutions and policies for public sector muumnt a legal
framewark and process that do not inordinately defer adjudication of disputes and
' gbove all, it must ensure transparency, accountability and rule of law.

Mr. Speaker,
43. In today’s integratew, mieroependent and fiercely competitive world environment,
no society can afford a frustratingly delay prone legal system where resolution of
disputes takes years and decades while investment moves in electronic speed across
national frontiers. The weaknesses and the anachronism of our laws and legal systems
have to be addressed quickly The existence of rights becomes illusory in the absence
of prompt and efficacious remedies. An assurance of speedy resolution of commercial
disputes is the basic foundation for national and mternational investment decisions. The
reform of the legal system is long overdue. In view of that a Law Reform Commission
has been set up with comprehensive terms of reference to review and update the
existing laws and recommend new legislation to deal with the requirements of a
changing society in an increasingly complex and techinology based social and economic
order. We hope the recommendations of the Commission and also some priority
legisiation in the sphere of commerce and finance will ameliorate the prevailing
situation. Besides, a new company law has already been drafted which will be placed
before the Parfiament soon.
Mr. Speaker,
44. We need a modern, competent, forward-looking and user-friendly administration
which can meet the challenges of the fast-moving world. It should be flexible enough
to reorient to changing domain and role of the government. We should aim at a lean,
efficient and offective administration that delivers policies and commitments. To
achieve these objpctives, the government is in the process of introducing comprehensive
reforms of the civil service. A seven-member Cabinet Committee has been set up to
look in to the recommendations of a number of studies so far undertaken. In addition,
an Admimistrative Reorgamsation Committee is evaluating to rationalize the present
organisation structure of different government agencies through abolition, merger,
down-sizing and restructuring; the twofold objectives are efficiency and economy. To
achievd the contemplated administrative reforms, a well sequenced phase-wise
implementation strategy will be evolved. As longer term measures crystalize, we shall
continuously take pragmatic and urgent steps te enhance administrative efficiency.
45. Local level administration is intimately finked to accountability, efficiency and
responsiveness to local needs. 19poimt programme of the BNP envisages
decentralization of administration and strengthening of local government institutions.
The government has made @ frm commitment to the promotion of strong local
gevernment. For the first time in the histery of the nation, the Mayors of the four city
\corporations were elected directly by the people in February, 1994, The government
has decilled that all layers of local government will be elected bodies. Union Parishad
'will be the grass root organisation with Zilla Parishad at the district level with more

Text of Budget
Speech

operational and financial mprovements and efficiency Part of the shares will also be
offered to pubhc Thwd, prwate and public entsties will compete on 2 level playing field

Fourth, serwces of pubbc wtiity monopoles are mefficient and expensive for the
consumer: We shall allow private sector participation in various market segments for
competition, reduction of system lesses and mmproved services We plan to deal sternly
with pure theft n the garb of system loss by whatever measures deemed necessary

| am sure that all the members of the House and public at large would lend full
suppor! 1o s effpr

47 Low rate mflation encourages savings We have seen i3 effects n the siow but
steady rise n the level of prvate domestic savngs The steady dechine n the lending
rate of the banks has reduced the cost of borrowmng to an all time low. Moreover. the
quantum leap n foresgn portfoko mvestment 15 an expression of confidence m fhe
overall government pokcy and performance as also n owr hsted compames These
indicators supper! the contention that contmued reforms should lead to fugher level of
private nvestment domestic and foresgn

48 We have sigwhcantly kberalised our trade regwme to remove anti-export nas in the
economy so that resources could flow to the most efficient sectors both existing and
potentiasl The tax structure has undergone a magor overhaul rates are now ameng the
lowest m thus region | shall refer to further measures m these areas in the second
part of my speech

49 Virtually all the sectors of the economy have been opened for private nvestment

But we are aware that the cost of doing busmess still remans gh which 15 3 major
mpediment to optimal response from private sector To overcome thes, 2 study has
been completed to wdentify legal pohcy and regulatory constramts te private mvestment
n Bengladesh An action programme has been drawn up to implement the
recommendations of the study Board of mvestment 15 beng completely restructured
to play a faciitating role for prvate sector development in lne with owr Export
Development Strategy upto to the year 2000 which seeks to diversify our export base,
ncréase domestic value added and bridge the trade-gap, we propose to create a new
expor! assistance faciity mitially with a contribution of taka 50 crore to provide
matcleng grants for expert product and market promotion by small and medium
exporters

50 0Oid ond gas exploration, power gemeration, transmussion and distribution,
telecommunication and aw transpor! are now open for private wwvestment Nahonal
petroleum pohcy which came into force from July 1993 has already attracted foregn
mvestment m ol and gas exploration and development One production sharing contract
for off shore o and gas exploration with twe forasgn compames has aiready been
signed Few more proposals are at advanced stage of negotiation Besides pubhc sector
investment in coal, an agreement has been initisled with a forewgn company for coal
exploration m other than known coal areas i northern Bangladesh Power policy, which
among others, would hopefully sttrpe! much needed private mvestment m tiws wital
sector, 1s close to finalisation Letsmie make it very clear that without private capital
flow, particularly foresgn, there 1s just no way that we can meet the future power
demand in the country Our nesghbouring countries are already attracting large forewgn
private investments in diverse fields

51. Telecommunication is another crucial infrastructure. When informetion super
twghway is being built in the world, we can not afford to be marginalised. Bold poficy
mitiatives are needed in this growth industry. A National Telecommunication policy
which will encourage competition and private sector participation will be announced
soon. In the meantime, one private company is operating in rural telecom sector and
negotiation with another is being finalized Value-added services like cellular phone and
paging which are already in the private sector will be opened up fully Private sector
nannuwMtﬁcmm:mﬂﬂmhﬂnmm"m:dﬂlhm
countries competition in this advance technology has brought services to the
consumers at inconceivably low prices. We must remember that we cannot fully use
computer technology nor take part in the mformation revolution without cheap
telecommunication facility. As a nation, we cannot stay behind.

32. In @ir transport, government has given provisional mir transport operating hicense

to six private companies for STOL serwices; seven awrports have been refurbished to

cater to their needs. Hopefully, we shall soon see private carmers flymg owr sky

53. | have talked earfier about administrative reforms and measures to improve public

sector efficiency. In that context, privatisation acquires special sigmficance. | must
admit that even after the establishment of Privatisation Board, the pace has been

suggish. A due diligent approach with full disclosure and transparency must, however,
be ensured. We have undertaken a techmical assistance programme to enhance the
capability of the Privatisation Board which will soon be operational. In furtherance of
this objective, the government has decided to offload part of its hoiding of shares m
public companies through the stock market; this will also heip develop the capital
market where scrips are in short supply and at the same time, augment government
resources for investment in other priority sectors for creation of more productive jobs.

Mr. Speaker, _

54. Efficient financial intermediation is one of our key strategies for supporting growth
in the real sector. The government attaches importance to the development of an
efficient, strong and competitive banking industry which can mobilise savings and
allocate them to sectors and actrvities with the highest returns. In this way it can
secure the interests of the depositors and at same time accelerate economic growth.
With these objectives m wew, we are in the process of reforming the banking sector

to make it conform to sound infernational banking practices.
55. In recent years many steps have taken to strengthen the banking System. These

include improvement of the regulatory environment, enforcement of loan classification
guidelines and recapitalisation of nationalized commercial banks. The banks are now
required to follow strictly the gwidefines for loan classification so that nonperforming

loans are guickly identified. Over the past two years, there has been a massive infusion
of taka 3200 crore in the NCBs in shape of government bonds tq make up for capital

and provisioning shortfalls. These have occurred due to high proportion of non:

performing assets as well as loan forgiveness for which banks had to be compensated.

Some private banks too have unacceptably high proportion of bad and doubtful debts.
It i1s absolutely essential that they should make every effort to recover those. Many
years of laxity, indiscipline in credit operations and weaknesses in the legal system
have encouraged a default culture. A deepening of reform of the financial sector is
therefore imperative. Structural reform of the real sector of the economy cannot be
sustamed without a strong, stable and efficient financial system.

56. The nexus between sectoral structural reform and the stability of the banking
system can be easily appreciated from the fact that under the jute sector adjustment
programme, a huge outstanding debt amounting to about taka 4000 crore owed to the
banks is being restructured invalving partial write off, compensation payments to the
banks, reschedufing’ of debts with softer rates and easier terms. Some public
corporations and enterprises have been perennially losing money which has resulted in
a mounting burden of debt upon the banks, The government is examining the feasibility
of transfernng some of these debts to the national exchequer, There are two clear
advantages: first, it will relieve the concerned banks from some non-performing loans
thereby enhancing their income and profitability, and, second, it will promate
transparency and parliamentary accountability of the state-owned prganisations.
Considering the constraints on our budgetary resources, we shall have to be selective
At this stage we should pause to ask ourselves what sort of equity and justice is it
for the millions in the society to pay for the staggering waste of public resources
caused by the erroneous decisions of the past. Is it not time for those decision makers
to render accountability for their actions? Mr. Speaker, there is no free lunch for
anybody - we, as a nation, cannot go on wasting mited pubbic resources. Eventually
the day of reckoning comes; somebody has to foot the bills. And who are those
somebody? The or millions of our countrymen who are unheard, unnoticed and
unsung; yet, they are the ones whose tax payments fund the good life of the privileged
tew. Can we allow this to continue? NO. It does not fit in with BNP's commitment
to equity and justice in every sphere of our national life. Consequently, upon our
coming to power, we initiated a host of legal, fiscal and administrative measures to
rectify these misdeeds, enforce accountability from the defaulters and to prevent
recurrence of such delinquency in future. The government will, in due course, make a

more detailed statement of public policy on the banking system to establish a stronger,
more competitive and efficient industry.

Mr. Speaker,

Mr. Speaker,

58 Thwmtnm"wrmurmfmum-ﬂ-
fmancial markets For examgle, 2 small credit Quarantes scheme has been ntroduced
1o assust new entrepremewrs who can recewe losn of taka 25 lec without any
Collateral To enlarge the activities of Grameen bank whech serves the poor,
particularly the women n the rural areas, the government has provided guaranise
aganst loans amounting to taka 465 crore m 1983/94 i addition of taks 100 crere
prowded dwectly by the Bangladesh Bank We shall lend continued support o such
activities as our strategy 1o promote growth augmenting poverty reduction programmes
In the nexrt fiscal year, we have already commitied to Grameen Bank to prowde ioan
guarantee for addibenal taka 385 crore

Mr :

59 The reforms of financial sector and trade Kberalisation are beng complemented by
appropriate forex regwme We contwue o follow an active exchenge rate policy te
mantan the competitiveness of our economy In the backdrop of the Urugusy Round
Multilateral Trade Agreements and particularly, the gradual merger of Mudti fibre
arrangement nto the GATT the exchange rate will be closely momitored We have
magde taka convertible on al wiermational current transactions

60 Bangladesh has accepted the obhgations of Article VIl of IMF Articles of
Agreement which means removal of all resinctions on making payments and transfers
for current mternational transactions By sccepting rhese obhgatiens. Bangladesh has
gven a2 clear sgnal to fhe mternational commumity that 1 would pursue seund

economuc pobcies. and therehy create a congemal chmate for mvestment
61 The emerging trade and mvestment opportunities will surely demand that we

enhance our econommc efficiency by letting the market forces gude mvestment choces
and dwverting resources to areas where Bangladesh hes distinct comparatve
advantages. As the chmate for concessional sswstance becomes Gfficult and
conditionabties more onerous, accelersted growth will require enhanced level of
wiernational trade and private capital flows.

62 Government is aware that efficiency and flexibility of the labowr market are criticsl

for Bangladesh 1o compete and benefit from its inherent comparative advant
mternational markets for tabour mtensive products While we mvest n _::;tl:

lo, among others, mcrease labowr productivity m the medium term, it 15 mmperative that
we devise mechansm for linking wages with productivity in the immediate future 1o
ensure that we remam mternationally competitive A tripartite comwmnitiee has slready
submutted its draft recommendations on linking wages with productivity m the cotton
and jute sectors. it 15 now looking wmio other mndustnes. The National |sbowr Law
Commussion constituted m 1987 has submitted its draft recommendations to the
government. |1 15 expecjed that a modern comprehensive labowr law compatible and
consistent with our present day needs will emerge out of the recommendations of this
Commugsion

My. Speaker,

63 )| would now briefly discuss our specific strategy for sgriculture which i the single
biggest sector in terms of contribution 1o GOP and share of employment. This is slse
the most competitive provate sector which has extreme resiience in the face of
external shocks Government's role w thes area is to assist n the diversification of the
structure of production, mcrease the value added, improve efficiency by mtegrating not
only the domestic markets but reacheng out to the mternstional markets In this
context, the role of research and development and provision of extension services are
extremely entical We should contmue to raise ywid per acre of foodgrams to mamtam
our goal toward food security while releasing land for other agro-activities. The crop
diverwification programmes undertaken by the government have rwhiated the strutiwal
change m agnculture. The increase m the production of maize, oilseeds, vegetables etc
n some areas of Bangladesh bear testimony to this change | have already mentioned
some statistics to mghhght the enormous changes m technology and scale of actmities
n hvestock and fisheres. We have to mamtain the momentum. This would require
mprovement of rural infrastructure like roads, electricity and telecom to help integrate
the markets for the products so that mcentives can be maintamed through
remunerative prices. In order to prowde further mcentives to agricultural growth |
propose Lo reduce the prices of kerosene and diesel by one taka per Witre and furnace
oil by about taka 3000 per metric ton. This will cost the excheguer about taka 200
crore after compensating part of the loss in revenue by raising the price of petrol to
taka 15 per htre®While preparing the budget, financing of this additional cost has been
taken nto consideration. Government has further decided to lower the urea price by
taka 350 per metnic ton which along with the last yeer's reduction of taka 650 per
metnic ton will add up to a total reduction of the urea price by taka 1000 per metric
ton. This will cost the exchequer additional sum of taka B0 crore. These measures will
benefit the farmers by lowenng the cost of production and marketing, lower kerosene
price will mean reduced cost of living te the poorest segments of the society.
Reduction in the price of furnace ol will parhicularly benefit the industries and thermal
power generation n north and soutb-west Bangladesh. Transport sector will not only
benefit from a lower diesel price but will also get a shot in the arm fer faster growth
These pro-people witiatives are ewidences of the fum commitment of the BNP in
fostering rural and regional development, raise rural employment, income and thus
reduce poverty. :

Mr. Speaker,

64 Let me summarize our overall strategy toward poverty alleviation. It has four
elements Fwst, economic growth based on efficiency has to be labour intensive - be
It industry o agriculture or other areas; so maximum peneration of employment is
nherent m such a strategy. This calls for acceleration of economic growth. Second,
certan poverty allewation activities are directly growth augmenting also; we have laid
emphasis on such programmes so as 1o achieve the twin objectives. A cooperative role
of government and NGO will be a significant factor in this context. Third, targeted food
assistance programmes for poverty alleviation would have to be continued to deal with
the nutritional stresses of vulnerable groups. Fourth, a sustanable poverty reduction
programme would require develcpment of human resources. ]

65. Poverty alleviating efforts of the government and community organisations have
helped the poor n a number of ways. Some major areas of improvements are: higher
savings and capital formation; increased avadability of credit t1ogether with skill
development; upward occupational mobility and, higher household expenditure and
income. In this regard, please recall the Mlustrative examples | have cited earbier to
highlight the changes that are taking place in the rural areas; | have termed it as a
que! revolution. Under the SAARC imitiative to accelerate the elimnation of poverty
from the South Asia Region, Bangladesh is producing its Pro-Poor Plan which will no
doubt refine, and improve upon the broad consensus already arrived at. it will identify
new practical initiatives - both to get this strategy fully implemented and to ensure a
wider and more effective mobiisation of groups whose members dwect thew own
development efforts. The ensuing meeting of SAARC Finance and Planning Ministers
at Dhaka will be a milestone in this regional effort.

Mr. Speake:
66. Investment in education, more specifically primary education, family welfare and
primary health, public health and sanitation with a bias toward children and women will
remain our cornerstones for human resources development. We have not only been
devoting increasing amount of financial resources te these sectors but also placing
emphasis on quality, social mobilisation and community participation. After all, n the
final analysis, there is no greater wealth that a nation can create than a healthy,

educated and skilled work force.
Mr. Speaker,
67. The government attaches top priority to the integration of environmental concerns

into the developmental perspective, both at micro and macro levels. Several important
steps have been taken in this regard. In accordance with the objectives of National
Environment Policy adopted in 1992 and also in line with the overall framework of the
Agenda 21, a draft National Environment Management Action Plan has been prepared.
A draft Environmental Legislation which, among others, will enumerate environmental
standards, is under preparation and will be placed for consideration of the Jatiya
Shangshad in due time.

Mr. Speaker, :
68. History has séen quantum jumps in the last decade of this century. We cannot but

be a part of this process. One of the spt-offs of this is the global charge in trade
investment and aid pattern. | have noted our strategy about the fiest two. | shall now
say a few words on ad Not so long ago in 1989.80, we were in deep addiction of
aid: not only the entre ADP was financed by external assistance but part of our
consumption expenditute had 1o be met from external resource. In this back drop. i
came as challenge for the new government to establish the country's self-respect n
the world fora through achievement of self-rehance. We have since then weaned
ourselves significantly from the ad addiction; we have been able to fimance more than
a third of the ADP from own resources. It has mcreased our wiernational standing,
Bangladesh 1s now viewed as a country with potential for faster development | take
pride 1o inform this House that we have at least partially fulfilled one more of BNP's
19-point programme which stipulates i clear terms that we utihse every possible
means 1o establish a self rehant Bangladesh. It i a matter of great satistactien that
the policies, programmes and performance of the government of Begum Khaleda Zia
received recognition in the election of Bangladesh to the Chawmanship of the Bank

service rato within comfortable limits as | mentioned earlier m my speech To bridge
our deficit on the external account and finance wvestment needs, we shall, however,
continue to remam substantially dependent on ad But we should be selective n
seeking asmstance. only the ad that fosters economic development n an efficient and
cost effective manner should be sought Besides as.ntreasing number of countries are
seeking external assistance, a kind of ad fatigue 13 developing in donor countries In
such » competitwwe environment, donor countres and miernational ad agencies are
incorporating more strmgent conditions with md programmes. Aithough mest of the
conditions are not only conmstent with our econormc policy, but also stremgthen our
efforts, we have to udge the rationale of any conditionality m the comtext of owr
country. | went 1o state m uneguvocal terms that the BNP government has net
accepted any unreasonable conditon and shall never, under any crcumstances, do so

" m the future

Mr. Speaker

70. Secio-economic empowerment of the commumity and the mdividual is at the heart
of the development sirategy of the government. An enduring improvement of the
mmrnihhafﬂimthlﬁmqﬂw:iwﬂrhhmﬂ
credibility to the reform and growth process. The complex and pervasive ‘nature of
poverty preciude any simplistic solutions. We believe that a sustsinable poverty
reduction programme mus! amm at reform of the ecomomic and the secisl structures
that create and perpetuate poverty. Our task will remain essentially unfulfilled unless
wtlu.mhmnrtnuﬁ.lhhInnyﬂutmhﬂliruduhlllﬂunﬁ
from the abomunable spectre of poverty. A democratic polity and a just social ordie
must guarantee fundamental freedoms: freedom from hunger, fear. social and economic
persecution and deprivation. We will be failing in our commitment to the nation if all
our endeavours are nor directed towards the establishment of such a polity and secial
order. We must be inspired with a vision and a common geal that Wanscend short.
term political expediency, diverse political persuasions and interests. The brave new
world that beckons us is mdeed full of promise; posterity will not forgive us if we fad

to rise to the occasion:
SECOND PARI
FISCAL MEASURES

N sr;::n't bs:fll;}: you next year's fiscal proposals at a turning point of
our economic restructuring and reforms programme. The path of cconomic
reforms is not at all strewn with roses. The clash between reforms and
reaction is inevitable. Specially when the reforms succeed the reaction of the
vested interests intensify. But at this juncture we must not losc sight of our
objectives and we must be steadfast in attaining our goals. Before
presenting tax proposals, 1 would like to review the experience of tax

reforms during last three years.
Hrl S ri Sirl'
. In the budget speech of 1991-92 1 had pledged on behalf of the

Government of Begum Khaleda Zia that "The major goal of the povernment
which has passed great political ordeals is to mobilize the Bangladcshi
nationalist forces towards creation of a self-reliant, just and equitable social
order” This Government's contribution to the establishment of a Just society
has already been enumerated in the first part of my speech. We have also
been able to lay a solid foundation of a scif-reliant economy during last
three years. In the last days of the autocratic rule the contribution of internal
resources to development programmes came down to almost zero. In the
budget speech of 1991-92 I had promised that we would meet 35 per cent
of the development expenditure from our internal resouirces by the year
1995. We have been able to exceed that promised target one year before the
stipulated time in spite of the fact that development ¢ xpenditure has gone up
by 35 per cent during last three years. In the current fiscal year about 36,5

per cent of the development expenditure will be met from the m;flrﬁi
rade, permit-hunting and license-mongering have become a matter

past. The economy is now transforming itself from an inward looking enfity
to an outward looking economic system due to the present government
policy. In the backdrop of a competitive economy and keeping in view the
needs of domestic industry and the interests of the general consumers it is
imperative to reduce the duties on imports as a policy measure. During last
three years the weighted average rate of duties and taxes on imports has
been reduced by 36 per cent. In fiscal year 1990-91 import duty on as many
as 2734 commodities was levied at the rate of 100 per cent or more. In the
fiscal year 1993-94 there are only 56 commodities with import duty rate of

one hundred per cenr or more.
Mr. Speaker, Sir,

1. The most remarkable feature of the success in internal ;tm
mobilization is the increase in total revenue despite lowering tax rates.
When the present Government came 1o power the highest rate of personal
income tax including surcharge was 57.5 per cent At present this rate has
been reduced to 25 per cear . In 1990-91 in casc of companies the rate of
income tax was 46 per cent. It hat now been reduced to 40 per cent For all
classes of income tax assessees the rates have been significantly reduced In
199192 Value Added Tax (VAT) was introduced in place of Excise Duty
and Sales Tax About 8K per cent of the VAT and Supplementary Duty on
grods and services still comes from those sectors which were previously
covered under Excise Duty and Sales Tax. The goads and services which

powers, function and responsibilities.

Mr. Spealer,

46. In my previous budget speeches | had referred to the deplorable performance of
most of the public enterprises, In fact, we could do without a third of project ad if
only. the mounting losses and haemorrhage of our scarce resources could be stopped.
Ow futwe strategy in this regard will be fourfold. First, we shall privatise those
ndustries which will not remain in the public sector i the medium-term. | have dealt
with privatisation in fittle mare detail later. Second, those which would remain in the
public sector for some time i the foreseeable future, will be restructured for

3/ Let me touch upon some of the benefits that have accrued from the ongoing
reforms. As | have mentioned earlier, lending rates have declined increasing business
profitability and encouraging investment. The commercial banks are diversifying and
strengthening their portfolio. They have increased term lending. Upto April this year,

were included in the VAT for the first time contribute only 12 per cond of
the domestic VAT In spite of this weakness the Value Added Tax s a

remarkable step forward in the history of our economy The objective of the

Fund Board of Governors As Fmance Mimster of my country, it has been an honour
for me to perform the task of Chawman diring this historic year when these
prestigious Bretton Woods mstitutions will be celebrating their fiftieth annwversary In

: : | such capacity | shall make the operang address mn the jom! Bank Fund conference on
they have sanctjoned term loans totaling taka 1026 crore; disbursement of agricultural the future of these imstitut which will be inaugur Minister of
loans stood at Yaka 966 crore- 31% mcrease over the same period last year NCBs < u:" Sep s P by T il

L
have introduced ioan programmes in off-farm and agro-based activities, the remarkabie Natwon's .:mm external debt is now over USS 13 billon Becavse of the
growth of which | have referred earier. NCBs, BSB and BSRS have been able to concessional terms of wost of these loans and mproved performance of owr export and
rehabilitate 471 sick umits which have created 21000 new jobs. egher level of remwitances in recent years, we have been able to contam owr debt

VAT is not just 10 augment reveaut lix fundamental asm s 10 colhoct manes

more scientificalty Thin tax system has reduced the cascade effect of mx on

tax Sales Tax and Excise Duty was limuted 10 2 fow goods and services. By
Continued on Page 11



