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priority sectors. Therefore, in order to revitalize this sector, | proyaose 10
reduce the duties on certain inputs used in this sector. Thus to [acilvate
supply of seed and fertilizer to the farmers at fair pnces, | propose 10
reduce the duties on seed potatoes and gypsum anhydnite fertihzer from 7 5
percent to 2. 5 percent. For increasing productivity in agneulture, | propose
to reduce the duties on tractor, tractor tyres, tractor parts, fibre jilass
strainers/filters used in deep tubewells and tractor flaps respectively, fi om
75,225, 15, 30 and 45 percent to 2 5 percent. Besides, | also propose 1o
reduce the duty rates of certain other agricultural equipment from 22.5 a nd
|5 percent to 2.5 percent. For increasing the supply of cartle and for tihe
development of livestock, [ propose to reduce the import duty on live
bovine animals from 7 5 percent to 2 5 percent. For encouraging hatching:
industry in Bangladesh, 1 propose to reduce the duty on hatching eggs from
45 percent to |5 percent. This is expected o lead to an increase in the
production of poultry in the country For strengthening agriculture by
creating forward linkages. | propose to reduce the duties on tin cans and
jars/bottles used in the agro-processing industry from 45 to 30 percent and
30 percent 10 22 5 percent respectively. In addition, [ propose to withdraw
completely the 25 percent supplementary duty gm flavour and essence used
in this sector. The proposed support to the agnculture sector will cause a

revenue loss of Taka 10 crore.

Mr. Speaker,

31 Leather is a promising industrial sector in our country.
Development of this labour-intensive sector will lead. on the one hand, to
increase in employment and on the other hand, to manifold increase in the
export of leather products Therefore, to increase exports and employment,
[ propose to reduce import duties on raw hides and wet blue leather from
7.5 percent to 2.5 percent For encouraging the export of frozen fish and
vegetables, 1 propose to reduce the duty on refer vans used in «<arrying
these expor: items from 75 percent to 2 5 percent For strengtheming
poverty alleviation programme, 1 propose to withdraw completely the
supplementary duty on all sorts of old clothing.

Mr. Speaker,

32. An important commitment of the present government in the
election manifesto was the development of domestic industries. Textile
sector is one of the major industrial sectors of the country. Lakhs of
families depend on this sector. To encourage the flourishing textile sector, |

propose to reduce the duties on raw materials like, man-made yam and -

synthetic yarn used in this sector from 30 and 22 5 percent respectively to
15 percent and also that on synthetic fibres from 7.5 percent to 2 5 percent.
At present, the duty on different types of boilers used in industries
including the textile industry is 15 percent. Different chambers of
commerce and industries have represented for the reduction of the duty on
boiler to 7.5 percent. In view of this, I propose to reduce the duty on
wmlhﬁhﬁmliwmm?.im.ﬂnﬂmhﬂuf
the recommendations of Bangladesh Tariff Commission and different
chambers of commerce and industries, I propose to reduce the duties on
quartz and unwrought lead used as raw materials in domestic industries
&m]imm?.imwwn{mﬁmﬂuﬂmw:
from 30 percent to 15 percent. However, based on the recommendations of
Bangladesh Tariff Commission for protecting the legitimate interests of the
- domestic industries, | propose to increase the duties on Hack-Saw blades
MM:&:mmﬁmmwummﬁudmm
respectively and impose 30 percent supplementary at the import

on paper backed aluminum foil. = i

. Mr. Speaker,

33. For encouraging the use of alternative energies imcluding solar
energy, the Ministry of Energy and Mineral Resources, Grameen Bank and
different private sector organizations have suggested for reduction of
duties on machinery and parts used in the generation of electricity based on
alternative sources of energy. If view of this, I propose to reduce the
duties on photovoltaic generators, parts of photovoltaic generators,

from 30, 7.5, 7.5, 22.5 and 30 percent to 2.5 percent.
34. Vinyl chloride monomer (VCM) is the main raw material for the

=

production of PVC resin Both Bangladesh Tanff Commission and Board
of Investment have recommended for the reduction of its duty to zero
percent I propose to reduce the duty on VCM to 2.5 percent. At present,
the duty on hot rolled coil is 15 percent. It is the main raw material for the
production of BP/MS sheet The level of protection of domestic industries
hmhwuthdmmBPMSMhimlipum.Bmufh
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duty on hot rolled coil having thickness ranging between 1.6 mm to 4.5 mm
mT.Spnm.TI:Hnuduflmmmilum:h
recommendation for encouraging foreign investment in the coumtry.
Accordingly, | propose to reduce the duty on hot rolled coil of the
aforesaid thickness from 15 percent to 7. 5 percent. '

35 At present, opportunities for the amusement ufuﬂ:hn-.u
very limited The duty on amusement equipment used in children parks is
45 percent With the expectation of attracting foreign investment, Board of
Investment has recommended for the reduction of duty on amusement
equipment to 30 percent In wview of this recommendation, I propose to
reduce the duty on amusement equipment from 45 percent to 30 percent.

|

M;. Speaker,

36, As there is no separate duty rate for CKD electronic items,
there is a tendency to divide a CKD consignment into several consignments
vind take advantage of lower duty rates applicable to parts and components.
1 his leads to disputes and complications in the collection of duties. In order
1o resolve this problem, I propose to fix the duty on both CKD and parts
an d components at 30 percent .

Mr. Speaker,

37 Transportation problem is very acute in the big cities of the
voun iry including the capital city To address this problem, it is essential 1o
heavi ly invest by both the public and the private sectors in big-size vehicles
With a view 1o reducing the transportation problem through encouraging
invest ment in higher-capacity vehicles, I propose to reduce the duty on
compl etely built up Double Decker buses from 30 percent to 2.5 percent.

38 The use of cash register machines will be encouraged to
establisiy the Value Added Tax system on a firm basis. This will facilitate
the manitenance of correct records of sales. Increase in the use of this
machine will modernize the marketing system and lead to a large scale
increase in the collection of Yalue Added Tax. Therefore, I propose to

reduce the duty on cash register machine including the note counting
machine from 15 to 2.5 percent.

39. The rates of customs duty are being reduced gradually as a pan

of the on going tax reform programme This situation may lead to a

in 1'esources if alternative sources of revenue are not identified.
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capacity above 3000 DWT usually imported by the more fortunate and
affluent busine ssmen of the society from zero percent to 2.5 percent.

Value Added T'ax

Honouralile Speaker,
m.Th:V;dﬂAdiﬂTuwwu'mudmthI‘iMin

1991. Though five: years have elapsed by now, the s

achieve any considerable dynamism because of the absence of strong
measures and improwved management. The ggvernment is expressing ifs,
strong political comnitment in this year's budget to expand and consolidate
the VAT system. Indirect taxes collected from local sources viz excise -
duty, VAT and suppl ementary duty now account for almost 26 32 percent
of the total revenue collected by the National Board of Revenue At
present, VAT is collected only at the import and production stages It has
not been extended to cover all economic sectors. One of the striking and
pro-clientele features o.f VAT system is its credit mechanism In order 10
ensure that trade sector benefits from this system jt is essential that the
VAT network is expanied, phase by phase, up to wholesale und retail
levels. A legal provision for optional VAT registration by the wholesalers
and retailers was introcluced in FY_1994-95, but untii now no such’
registration is reported to have been taken. If VAT is introduced at all the
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levels of consumption — import, production, wholesale and retail — then
the taxpayers themselves will be able to get credit on the input-taxes thus
reducing the incidence of tax from 15 percent to nearly 4 percent. We will
have to move towards this direction.

Mr. Speaker,

41. At present, excise duty is levied on bank deposits. In cases
where the balance exceeds Taka five thousand and does not exceed Taka
one lakh, the leviable duty is Taka one hundred and twenty, in other cases
it is Taka two hundred The depositors having small deposits now pay
more taxes as compared to the depositors having big ones. Nominal
amount of taxes is collected in cases where the balance exceeds crores of
Taka With a view to give relief to thesmall depositors, I propose to
withdraw excise duty from the accounts where the balance does not exceed
Taka ten thousand and having considered the financial capability, I propose
to make the rates of excise duty on bank services progressive.

42 A1 present excise duty leviable on biri is Taka 22 per thousand
sticks. The rate was Taka 1925 in 1993-94_ [t is proposed to increase the

rate 1o Taka 25 in line with the upward trend of duty on this item. On
cigarettes, at present the supplementary duty rates are 35 percent, 50
percent and 53 percent. Keeping the lghest rate as it is, the lower rates are
proposed to be made progressive, so that government revenue from this
sector is increased.

Mr. Speaker,

43 At present, there are twen'v nine services on which VAT is
levishle. During the last few years there has been a considerable expansion
of ¢:ilcrent services These have not, however, been brought under VAT
network. In the circumstances, 1 propose to bring such services like that of
Shipping Agents, Audit and Accountapcy firm, Consultancy and
Super. iso7y firm, Leasing Company (ljaradar) under the n-t“;r-rk of Value
Added Tax Besides, the trading activities of luxury items like motor cars,
airconditioners, dish antennas, etc have been proposed to be brought under
the purview of VAT,

44 Though there is supplementary duty on alcoholic beer, no such
duty is leviable on non-alcoholic beer. I propose to impose supplementary
duty on it too, at the stage of importation

45, A number of qualitative and important changes have been
proposed to be brought about in the VAT Law. At present there is no
ncentive for the use of locally produced capital machinery in the export
oriented industries It is proposed to make necessary provision in the VAT
Rules in order to extend facility for the use of locally made capital

. machinery in the export oriented industries. This measure will

ENCOuUrage
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46. Timely realization of government revenue is very important Ht

18, however, observed that in many cases, persons and agencies empowered

to collect VAT refrain from depositing the amount with the government
exchequer, having collected it from the consumers In order to encounter

this tendency effectively, legal provision to take proper punitive measure
has been proposed in the Value Added Tax Act. -

47 The success of Value Added Tax depends mainly on a modern
tax administration. Since the system is automation oriented, a number of
changes have been brought about in the Act and the Rules of the Value
Added Tax which will create an atmosphere of cooperation between the
tax administration and the tax payers. A provision for displaying very
important and highly relevant government orders at the VAT registered

48, VAT officials inspect different VAT units but since the
inspections are not carried out following predetermined methodology, there
is hardly any follow-up action taken. It 1s proposed to make the inspection
procedure systematic and result-oriented Henceforth, m case of
emergency, a VAT unit can be inspected without giving any notice, but the
mspecting officer will have to submit an inspection report within 48 hours
of the completion of the inspection and for the sake of transparency, a copy
of the report wijl be given to the unit owner within the same time frame.
This measure, hopefully, will usher in a new culture of exchange of

49. At present, each registered tax unit is to submit his return on
monthly basis. Because of the uniqueness of business, production of many
VAT units is seasonal. In view of this, under the proposed system, in cases
of construction firms, export-onented industries and brick manufacturers,
returns can be submitted quarterly. This measure will reduce a lot of paper-
works both by the tax payers and tax collectors.

Mr. Speaker,

50, It has been proposed that Tax Identification Number (TIN) has
to be mentioned in application form for VAT registration and in the VAT
registration certificate so that the exchange of information between
taxation and VAT departments becomes easier than before and modern
communication system is established in the tax administration.

51. In the last year, additional revenue to the tune of Taka 50 crore
was collected by means of administrative measures Measures for
administrative improvement and increase in efficiency will be more closely
pursued in FY 1996-97. These steps are expected to yield a markedly
increased revenue for the government from the VAT system.

Court Fee Act

$2. Women, orphans and the destitutes often face difficulties
because of the provision of depositing in-advance of the court fees in case
of collecting the succession certificates. To remove this difficulty,
arrangement is being made to abohsh the system of advance payment of
court fees in case of collecting the succession certificates.

L ]

Mr. Speaker,

53. I have placed the major tax proposdis for FY 1996-97 before
the Parliament Now | would like to state the overall revenue imphications
of these proposals Because of the enhancement of the limit of tax exempt
income and reduction of corporate taxes as well as the lowering of the rate
of deduction st source of income tax in case of exports and also because of
other measures, there will be a revenue loss of Taka 77 crore. On the other
hand, collection from this head will increase by Taka 32 crore because of
the increase in the number of tax payers and procedural smplifications The
net loss will be Taka 45 crore The overall reduction of customs duty will
lead 1o & net revenue loss of Taka 65 crore from this head Some expansion
of the base of Value Added Tax in case of cerain selected domestic
businesses and services will cause a gain i revenue of Taka 48 crore
Revenue will increase by Taka 60 crore as a result of adjustments and
rationahization of supplementary duty Besides, revenue will also mcrease
by Taka 9 crore due to the restructuring of excise duty In all, there will be
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an increase in revenue of Taka 7 crore because of the differemt tax
measures Taking imto account the growth in national income, normal
inflation rate and the growth of impon and assunung 0O increase in axes, it
is estimated that revenue collection in FY 1996-97 will increase by Taka
1265. crore over that of the target of FY 1995-96 and will reach st Taka
12565 crore. Revenue collection will mcrease by Taka 468 crore, because
of procedural simplifications in case of different duties and taxes, intensive
monitoring and supervision and administrative improvement It is thus
expected that in FY 1996-97, the total collection of revenue front different
duties and taxes under the National Board of Revenue will be Taka 13040
crore, which is Taka 1740 crore higher than last year's collection.
|

Mr. Speaker,

%4 Having assumed the responsibility of runming the affairs of the
country after long twenty one years, the present government led by Sheikh
Hasina has presented its first budget in this sugust Parhament This budget
reflects, as far as possible, the economic philosophy and the commutments
of the Awami League government contained in the election manifesto. The
budget has laid emphasis on economic reforms, open market and liberal
tralle policies and the role of the pnivate sector in achieving rapid economic
growth We believe that this will lead to an increase in productivity, create
employment opportunities and enable us to alleviate poverty

55 The main objectives of the present government are to establish
through proper utilization-of resources. To this end, it is essennal to avoid
the wrong policies of the past and design and implement appropriate and
conducive political, economic and social policies It is necessary to create
mmﬁwhmmﬂummwiﬁl
people and utihzing their innovative energies in productive activities
Targeted programmes have 1o be drawn up for alleviating poverty By
raducingwhuhtgmmmumdthcpubﬁtmﬂrmihrm
relaxing the existing controls on trade and finance, these sectors will have
to be rendered more competitive

56. To present ourselves as & happy and prosperpus nation in the
mmtyﬁr:cnmu‘y.mluwmhuﬂdupinth:mgw
dﬂdﬂpﬂm,lmmptimfrmdynmﬂmdpmphunﬂdqﬁ

" administration. Therefore. it is extremely urgent to take steps for recasting

and decentralizing the cvil admunustration ‘Hiswilll-l_imi_-:-ui
efficiency and ensure transparency and accountability in public

57 Inﬂuhﬂ&wmﬂub(ﬂWMﬂ#
country have nearly collapsed Our government believes in developing
autonomous local governments well mMumm
By appropriately restructuring the elected Incﬂgnwmmwﬂ
by providing them with the required powers and rtqmmﬂtﬂ.,“ can
enlist the full participation of the people in these institutions. We hope that
if improved public services are provided through l.‘ninHIFltﬂlld, Upania
Parishad and Zila Panshad run by the elected representatives, this will also
help increase a healthy awareness of the people towards payment of taxes

Mr. Speaker,

b | wn:chﬁ'iﬁeddrnmofWWﬂﬂl
Bangladesh free from hunger. poveny, maldutrition and idisteracy through
bringing economic freedom for the roiling masses of this country He has
Eh‘ﬂmpﬂlﬂtﬂﬁmmhrwinhmﬂykﬂltdhﬁﬂhmﬂﬂﬂ
economic freedom Therefore, it is our solemn duty To complete The
unfimshed task of Bangabandhu by estabhshing an exploitat-on free society
through bringing economic freedom for the people To this end, we, the
citizens of the country, will have to be umited to consolidate our
ndependence and democracy. imbued with the spainit of the liberation war
It is not possible 1o achieve the desired economuc freedom without polincal
stability and consensus on nanonally important issues | firmly bebeve that
through national uruty mutusl respect, democranc values, participation of
the people in sconomic activibes and above sll, the political ideals of
Bangabandhu and the dyvnamic leader ship of Prime Mamster Shesich Hasina
we wiil succeed In implementing ouwr programmes

Khoda Hafer
Jov Bangla. | ong Live Bangladesh



