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Fairness is the Key

Prime Minister Sheikh Hasina is tacing her
first test of tire. Suddenly she has multiple tlash
points in her hands and is faced with five deaths
(till yesterday) in Bogra and the closure ot Dhaka
University. According to press reports she visited
the troubled areas and reviewed the law and order
bv herselt. We commend the PM for personally
looking into this situation. However, we would like
to point out that we find a fundamental flaw in the
way she has so far handled the law and order
elsewhere. The partisan outlook, which she
repeatedly said she would avoid, seem very much
there and as such the eftectiveness of her moves
have been limited.

In our view there is a gap between what Sheikh
Hasina is saying. and what is being done. The new
Prime Minister is repeating tn every occasion that
permits her the chance to, that criminals have no
party and that miscreants. even if they should be-
long to her own party. should be arrested. Yet till
today we do not have any publicly announced fig-
ure as to how many BCL activists have been ar-
rested. Are we then to understand that BCL has no
armed cadres and that only the JCD is guilty of
harbouring them? Who are we kidding? Not the
public. We can assure the government that truth
never stays hidden. -

If we recall as to why the previous government
failed to stem violence on the campus, the obvious
answer is that its approach was partisan. We have
no doubt in our mind that the same fate awaits any
new effort which will be based on partisan consid-
erations. We would like to warn the new govern-
ment that it is already beginning to lose credibility
in the public mind as to how sincere it is in bring-
ing an end to campus violence. Before this govern-
ment came to power, out of the 11 male student
dormitories 8 were in the hands of BNP backed
JCD students and 3 in the hands of AL backed BCL.
Within the last few days the situation has just re-
versed, and reportedly with the active connivance
of the police. Is this the example that the new
Prime -Minister would like to set? Can anyone ex-
pect to be taken seriously and impartially if this be
the initial signals?

Partisan approach in solving student violence
has not worked before, and it will not work now. In
fact every government that tried such methods has
itself fallen from public grace, first losing their
esteem and later their support. Is it such a difficult
lesson to learn ? We do not think so. Then why do
we not learn it? Is it because we do not want to?

Metropolitan Government

The necessity of a controlling nucleus which
will ensure coordination among all the utility ser-
vices for the much-desired amelioration in urban
governance and alleviation of the city dwellers'
sufferings has seemingly dawned on the authori-
ties. Better late than never. =

But the revelation which threatens to take the
gilt of the gingerbread is the news of studying a

proposal to that effect. Insmatters of public welfare
'study’ has come to be known as an obvious source

of procrastination, at least in this country.

With a number of unsolved issues still shrouding
the DCC proposal for the formation of a Dhaka
metropolitan government (DMG) what the gov-
ernment should do immediately is to arrange a
conference involving, among others, all the hith-
erto scattered components like DESA, WASA, T&T,
BRTA to moot the integrated city management
plan. For effective input in making the DMG opera-
tional in the shortest possible time, the govern-
ment would do well to involve in particular the
Bangladesh University of Engineering and Tech-
nology (BUET) in the brain-storming session.

Now that a long harped aspect of urban man-
agement, e.g. introducing the plan in a formal way,
has been dene, the concerned government agencies
cannot waste time in the name of a feasibility or
exploratory study. To leave no room for a gingerly
advancement with the project it would be quite rel-
evant to mention here that there are enqugh stud-
ies already done by World Bank and various other
UN organisations like UNDP in this respect and
almost all of them are lying with the government
unutilised for quite some time.

Last year, on heing distraught with the de-
plorable condition of urban governance, The Daily
Star held a conference to help the authorities with
a cue for getting a move on.

Urban government is the microcosm of the gov-
ernment itself and the public faith in the ability
and efficiency of a government greatly rests on its
handling of the challenge of maintaining the ur-
ban health and look. |

Interesting Trip

Foreign Minister Abdus Samad Azad's maiden
trip abroad — to Iran — has an interesting ring
about it. For a country caught willy-nilly in the
diplomatic web of western influence, the act has
some interpretative scope. It also sheds light on the
new government's accent on some aspects of the
foreign policy which have not undergone any
change in content from the one pursued by its pre-
decessor.

Irrespective of the complex confext of global pol-
itics where Bangladesh and Iran can in no way be
described as the pursuers of the same path and pol-
icy in every detail, the two countries Eave too long
a history of ties of multiple dimension to be pas-
sive about cooperation for mutual benefit. Mr
Azad’s visit and emphasis on the implementation
of all the Memoranda of Understanding (MOU)s are
a positive hint to that direction.

In fact, there is a vast room for widening our
trade horizon with Iran. Apart from jute, tea and
‘| manpower, the traditional areas of our export to
the country of rich cultural heritage, there are
quite a few zones that can be explored for stepped
up export to Iran.

~ Trade should get a fresh impetus from Azad's
conveying of Bangladesh's interest to Tehran to use
‘Bandar-e-Anzali, the biggest port of northern Iran
on the Caspian sea, for trade with the Central
Asian countries. However, breaking new ground in
international relationship for national interest
may be the encouraging part of Azad's trip but reap-
ing benefit from it will be depenident on the sincer-

ity in sustaining the momentum. :
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US-Bangladesh Economic Forum: PM Redeeming Commitment

T HE day | took over as
rhairmian of the gover

ning body ol the World
Food FProgramune, the Anie
rican permanent representative
iy the FAQ. a lormer American
Congress Woman nmade a briel
stalement setting out the goals
ol the top world food hody and
America s commitinent to
She saud inter alia — when men
ol good will gel together they
carn periorm greal things and
achieve great objectives to
improve tlLlEl]]l"," of life on the
mother Earth She sounded
almost like Rene Dublois or
HBarbara Ward but then this
connection in the ability of
human beings is very American
and pro renaissance,

Mr Forrest Cookson is an
American based in Dhaka try-
ing to help our government in
varwous endeavours in eco-
nomic development He closely
coordinates with the World
Bank IMF. Asian Development
Bank. and of course the Ameri
can Embassy in Dhaka Forrest
(Cookson is no ordinary Ameri
can: not in his avancular jovi-
ality but in his commitment to
this country's economic devel
opment He is perhaps the first
private American who has
demonstrated his sincerity of
purpose to our welfare through
economic development and in
vestment Of the many semi
nars he has organized in the
past years two of them stand out
48 senunal one in September
20. 1994 and the other on Au
gust 22 1996 Awami League
president Sheikh Hasina ‘was
guest ol honour on both the oc
casions. lirst as leader of the
opposition and second as prime
mirster

Her address al the Amenican
Bangladesh forum on August 22
was exiremely important. 11 set
out her goals dnd‘ objectives ir
giving the counlry respectable
GDP growth 7 per cent and
above - essential  for
combatiing poverty and illiter-
acy. 5Secondly, she assured the
investors at home and abroad
that Bangladesh was ready to
be launched onto the path of
true and eflective econonnc de-

(Continued from yesterdayy)

Pattern of Expenditure

The estimated revenue re-
ceipts for 1996-97 is shown lo
be Tk 17.120 crore and the ex-
pected revenue expenditure is
set at Tk 12 103 crore which
leaves an estimated revenue
surplus of Tk 5.017 crore to be
used in the development budget
The total estimated develo
ment expenditure is set at .
13,206 crore.

The new government has
made a number of statements
about changes in budgetary ex-

penditure according to their
own priorities, which is sup-
posed to achieve the objectives
of "poverty alleviation”, “em-
ployment generation’. “agricul-
tural development” :“invest-

ment promotion” and “envi-
ronment protection” etc and is
supposed to be quite different
from the previous government's
allocation pattern. In order to
examine this change, two steps
have been taken : (a) the total
allocation in both revenue and
development expenditure under
each ministry has been looked
at in 1996-97 and in 1995-96
and each ministry is ranked ac-
cording Lo the total absolute
amount allocated to it from the
respeclive year s tolal expendi-
ture. That is, Rank 1 has been

iven 1o the ministry which has

n given the highest amount

in their respective budgets. and
rank 2 to the ministry which
has been given the next highest
amount and so forth. From
such ranking, one can see where
the priorities have been

. Ehﬂ.ﬂ%}l‘_‘,d between the previous

and the new government, and
(b) some individual ministries
have n looked at closely to

see whether there is any major

" departure in 1996-97 budget

from that of 1995-96.

Priority in nditure Al-
location: For this analysis,
some methndm!{}%\ical points
should be noted first. In the
first nlace, comparison should
have been between Budget Esti-
mates of 1996-97 and Budget Es-
timates of 1995-96. But since
the Finance Minister has com-

ared the allocations between

udget Estimates of 1996-97
and Revised Estimmates ol 1995-
96, it has been followed here
also. In the second place, for
consistency, allocation under
various ministries have been
examined rather than under
different sector heads for which
figures.are different. (The data
presented below have been
taken from Statement VIII-A,
Budget Summary Statements,
Minister of Finance, Finance
Division, 1996-97, page- 16).

It is surprising to see that
both the Povernments have
given the first priority to the
Ministry of Education and
Primary and Mass Education
Division (Tk. 3951.94 crore in
1996-97 and Tk. 3521.93 crore
in 1995-96), the second priorit
to the Ministry of Finance |
2736.11 crore in 1996-97 and
Tk 2568.03 crore in 1995-96),
the third priority to the Min-
istry of Defence (‘{’k 2271.33 in

1996,97 and Tk. 2092.14 in
1995-96), and the fourth prior-
ity to Local Government Divi-
sion (Tk 2,065.91 crore in 1996-
97 and Tk 1701.36 crore in
1995-96). There is a shift in the

Sir, My son Shakhawat
‘Hossain of village Shinghora
west Hati, PS. Nawabganj. Dist.
Dhaka. Bangladesh dl|r:d on
17.01.90 in Riyadh, KSA on a
road accident. That the life of
deceased Shakhawat Hossain
was insured with general or-

.of Ameriea of 225

"During the contest of opinion through which we have passed the animation of discussions Jmﬂfm tions
has sometimes worn an aspect which might impose on strangers unused to think freely and to speak and to
write what they think....... All, too, will bear in mind this sacred principle, that though the will of the majority

is in all cases to prevail, that will to be rightful must be reasonable ..

velopment Forrest Cookson
imarle no mistake in assuring
the prime minister. and rightly
s0. Lhat her candid and unam
biguous approach to the coun
iry's drve}npment priorities
had already attracted an in
vestmernt by Hyatt Corporation
US dollars
for a cormmercial complex and
a five-star hotel project in
Bangladesh The direct and in
direct employment facilities
will be crealed lor 7500 jobs in
Bangladesh The chairman of
American Bangladesh eco
nomic forum Informed the
gathering that this investmert
‘Is direct consequences of your
actions ' Earlier Mr Cookson
informed the luncheon guests
that the forum was given per-
mission by the present govern
ment to become the American
Charhber of Commerce in
Bangladesh The previous gov
ernment did not give ¢learance
to the forum for reasons yet un-
known This chamber. an es
sential outpost for prospective
American investment in
Bangladesh is destined to play
a significant role in attracting
additional US FIM and other
foreign investment in
Bangladesh

In many respects. al least to
my mind. Sheikh Hasina's ad
dress at the forum on Septem
ber 20 1994 was more signifi
cant. It set out in clear and un-
mistakable terms her partys
CCONOMIC Programines L;r the
future - programmes based on
marke! economy eI
trepreneurship. deregulated
siructural adjustment and un
hindered foreign  investment
She said then, "a free market
economic sysiem will be tlie
imost suitable o for our coun
try The private sector will be
encouraged 1o assume a leadet
ship role " In one word that ad
dress foreshadowed the party
IMPRIMIS In the econonii

sector Her address of August
22nd 1996 was a lurther elabo
ration and reaffirmation of her
policy objectives for economic
development. as the (hief Ex
ecutive of the country

The average inflow of in
vestmernt over the five years
was less than 30 milhon dol
lars a year It was too small an
amournt to create the necessary
economic vibrancy needed to
pull the country by its boot
straps. as it were [n this con
nection a nmamber of studies
prepared by ADB, World Bank
and USAID and Prof Rehman
Sobhan's CPD
few had come to almost identi

tal conclusions about low in
vestment in Bangladesh Inef
ficient infrastructuure bireau

cratic red tapism. poor mari
agement and low labour prodhuc
tivity {some labour force is

poorly skilled) and above all
rnclemic corruption are pritnar
ily responsible for [ower and
:.-,[”wp[ economic Aaclivities in
the country. An interesting
comparison was made by ADB
hetween Bangladesh and Viet
nam South Asian tigers or In
Ha  were not brought in the
plcture Vietnan provided an
appropriate foil to Bangladesh

Both, inherited o war ravaged
cconomy with millions of peo

ple dead and million others in
search  of employment  Viet

nam died much better than
Bangladesh in attracting for

elgn investment The study also
sharply crticised the govern

ment of Begum Zia for infurial

g the Japanese investors hy

o name only a -

its mept and partisan handling
of the KAFCO project

Keeping this in view.  the
prime munister targeted all the
problems. actual and potential
standing in the way Dfi:;‘c;pid -
vestment To this end she
pledged good governance
(meaning corruption free and
transparent administration).

functionally free convertibility

of currency. developing more
eXport processing zones ’guar-
antee against expropriation
and making Board of Invest-
ment more responsive to the
need and urgency of foreign in

vestment Economic diplomacy
Is an important pokicy objective
L B B B N EEREEEEERERERNRRNRERERNNENN,

ENCHIRIDION,

Wabiur Rahman

For
that the eronomic co-ordinat
ing cell in the foreign ministry
needs to be further qtrrngth'
ened. It must be kept in mind
that all major export expan

ol the new government

sions in the OECD countries
have been piloted by the foreign
office diplomats
logistie constraints notwith
standing. If there is clarity of
purpose wencumbered by any
vested Interests, ‘high flvers in
the service should be rewarded
ke in all the OECD countries
The government must also en-

. sure that while giving priority

to transparency, dishonest and
corrupt officials be penalised
and officers with Innovative

ness and initiative rewarded

Sadly though the reverse was
rather the trend tn the past five
vears Ahbuse of power in per
surtal  and partisan interest,
and politicisation of bureau

e racy snuffed out the indtiative

~ their serious

it the foreign ministry in par-

ticular and in other ministries
n general. The presence of two

senior-most ministers — Fi-

nance and Industry-Commerce
— added new dithension to the

Prime Minister's pronounce-
ments Mr Kibria and Tofael
Ahmed will have to play a bi

role in implementing the pol-

icy-objectives
ment
Fﬂrl‘;‘i%ﬂ Office is veritabl
the first line of defence Qur J
ficers have worked hard and
brought glory and numerous

of the govern-

kudos to the nation_ Still it has

largely been ignored in the past
years excepting when it has
been used as a
of the undesirables’ from time
to time, This trend was unfor-
tunately set by the late Presi-
dent Zaur Rahman when he. in
apparent disregard to diplo-
matic norms. had
warded the self-confessed per-
petrators of Bangabandhu in
the process of giving them

diplomatic assignments in our
the

Missions abroad In
recorded history of diplomacy
and diplomatic practice —
spanning over two thousand
years — there is not other in-
stance of this kind

The Foreign Ministry must
be given its due recognition.
When Foreign Secretary Farook
Sobhan proposed the impie-
mentation ol some recommen-
dations of*a Report on Eco-
nomic Diplomacy he was re-
portedly snub by some se-

nior ministers of the ﬁnm gov-
ernment Frime inister
would A -

Fheikh Hasina
ciously recognise the fact that
tull and timely implementatien
of her economic policy would
need the wholehearted support
of the Foreign office. Foreign
Ministry is the repertoire of
vas! knowledge and expertise.
Its professionalism can be gain-
fully utilised in as such for the

Budget 1996-97: An Appraisal-II

by Kabir U Ahmad

lifth priority. The new govern-
ment has assigned the 1iith pri-
ority to the Ministry ol Health
and Populauon (Tk 174028
crore) while the previous gov-
ernment assigned it to the Min-
istry of Energy and Mineral Re-
sources (Tk 1657 .24 crore). The
new governmenl!l has assigned
the sixth priority to the Min-
istry of Energy and Mineral re-
sources while the previous gov-
ernment assigned it to the Min-
istry of Health and population
Roads and Railway Division re
ceived the seventh position in
both the governments To cut
the stery short. following this
order of ranking. one finds that
agriculture occupies the twel-
veth position in both govern-
ments ranking and the differ-
ences in the ranking of other
mirustries are very minor.

The conclusion that comes
out of this analysis is that the
new government has more or
less followed the same priority
in the budgetary allocations as
the previous government.

tions within the Min-
istries: It is enlightening to see
the detailed allocations of some
important ministries. Take the
case ol Education Ministry,
Primary and Mass Education
which gets the top priority from
both the governments. The bulk
of the money goes for Primary
and Mass Education (Tk 990

ments. It looks like 1t was a
proposal but one hopes that it
coines into existence this year.
To pet a sense ol the degree ol
waslage of lax-payers Inoney,

one should have a look at lhr‘

losses in various government
departments. The losses in the
Railways was Tk 158 crore in
1995-96 revised budget but it is
estimated to be Tk 134 crore in
1996-97. in the Post Office De-
partinent it was Tk 36 crore last
year bul it is estimated to be Tk
25 crore this year. Aecording to
the Finance Ministers Bu L
Speech, Lhe losses in the power
sector comes to Tk 800 crore
and in the State Owned Enter
prises to Tk 2300 crore every
year. Subsidies given to Rural
Electrification Board comes to
Tk 8 crore, and Capital Induc-
tion to Banks for Compensa-
tion of Loss, Sustained due to
Unrealised loans to Corpora-
tianis comes Tk 80 crore this
yvear as against Tk 10 crore last
year. I one adds all these
amounts it comes to over Sl
billion a year,

If the Finance Minister can
take some bold measures to cut
these losses which one expects
of a newly elected government.
he wouldnt perhaps have to
worry about further mobilisa-
tion of internal resources for a

1o motilise substantial amount
ol domestic resources. it will

have to do some hard thinking

orn how to tap this richest sec-
tion of the comfinunity. This is

the biggest challenge to the new

governiment

However, the exemption rate
oup has
been raised from Tk 55 000 to

lor the lowestl income

[k 60 000 a year, so that the
lowest group of income earners
can have monthly tax free in-
come ol Tk 5.000. This is rea-
sonable. This exemption lunit
could have been raised [urther
in view of annual rate of infla-

tion and welfare considerations

of the lowest income families in
the society. The pgovernment
however has created a di-
chotomy in giving two exemp-
tion limits to different groups
of income earners. People with
agricultural income can have
an exemption limit of Tk
40,000. He can also have Tk
60,000 exemption limit on top
of Tk 40,000 if his only source
of income is agriculture i.e. his
total exemption limit is Tk |
lakh. The second group that one
can conceive of are those who
have both agricultural and non-
agricultural income. This up
can have again Tk 1 lakh ex-
emption limit. But the third
group of people who have only

grﬂl against the orders of
-I:'i_ll.lljf Tax Commissioners
will eliminate a source of irri-
tation to the Llax payers.

On tariff rates, the general
lowering of the highest rate of
customs duty from 50 per cent
to 45 per cent which will benefit
the traders and manufacturers.
He has continued with the re-
duction of tariff rates on inputs
and machineries to be used in
threé sectors: agriculture,
leather and textiles. As for agri-
culture, he has reduced duties
on seed polatoes and gypsum
anhydrite fertiliser from 7.5
per cent to 2.5 per cernt, on trac-
tor, tractor tyres, tractor parts,
[ibre glass strainers and tractor
flaps 7.5 per cent, 22.5 per
cent, 15 per cent, 30 per cent and
45 per cent resfectm:iy to a uni-
form rate of 2.5 per cent; on
agricultural equipments from
22.5 per cent to 2.5 per cent; live
bovine animals from 7.5 per
cent to 2.5 per cent: on hatching
eggs from 45 per cent to 15 per
cent; on tin-cans and
jars/bottles from 45 per cent
and 30 per cent to 30 per cent
and 22.5 per cent respectively;
and has completely withdrawn
supplementary duties of 25 per
cent on flavour and essence. All
these will further stimulate in-
vestment in agriculture, poul-
try, livestock and agro-based
industries like fruit and veg-

VAT, introduced in 1991, has been very

eﬂbiﬁueinmisingms. Itspmentmﬂecﬁoncmélto;bout 32

per cent of the total tax revenues. But it is over-collecting taxes because of lack of proper records of VAT
component in the sale documents without which individuals cannot take VAT deductions. As a result, it is

having cascading effect which it was supposed to avoid.

crore in 1996-97 and Tk 940
crore in 1995-96 (Revised Bud-
gets)). Secondary Education gets
the next largest allocation [Tk
932 crore in 1996-97 and Tk 914
crore in 1995-96). University
Education gets the third largest
allocation (Tk 175 crore in
1996-97 and Tk 171 crore in
1995-96) and the rest goes to
Technical and Other Subsidiary
Education Services. There is no
difference between the two gov-
ernments in the distribution of
expendilure among sub-heads
of this Ministry. What is more
interesting is the grants given
to Non-Government Madrashas
: Tk 227 crore in 1996-97 and
Tk 227 crore in 1995-96 (but in
1995-96 budget estimate it was
Tk 200 crore). One expected that
the new government would have

"~ slashed it, but it didn't de any-

thing. Further, in 1996-97 bud-
get. Abtadae Madrasha has en-
tered the list which did not exist
before and started getting Tk 2
crore. The new pgovernment
should have a close look at the
Primary, the Secondary and the
Private Madrasha systems to
check whether such bulk of
money spent on these institu-
tions is properly utilized. As a
longterm solution, the govern-

-ment should also try to inte-

grate all the educational sys-
tems into one stream and en-
force a uniform quality in edu-
cation.

Incidentally, “the Finance:

Minister's announced alloca-
tion of Tk 100 crore for Subsidy
to Agriculture does not appear
ariywhere in the budget docu-

lew years. These issues are
raised here only to direct the at-
tention ol the Finance Minister
lo areas where good "financial
manadement” and "cutting of
unproductive expendilure”,
which L has lalked about in
his Budgel Speech. can begin.

Further, a lump allocation
for Rationalisation of Man-
power coimne to TK 150 crore this
year as against Tk 140 crore
[revised) last year. This amount
can be utilised for compensa-
tion to retiring workers and for
training others for alternative
jobs. Further, overmanning in
all government departments
and Autonomous Bodies is a
subject which has become sa-
cred cows and cannot be
touched, but he should sttt
thinking about rationalising
manpower in the government
seclor.

Changes in Tariffs and
Taxes

On tarills and taxes, th:s Fi-
nance Minister has put forward
some good proposals and yet
has not tackled the major issue
of dollecting substantial
amount of direct taxes from the
richest group of people in the
society, Right now income and
corporate taxes together con-
tribute only 14 per cent of total
tax revenues which is the lowest
rate in this region. It is almost a
oke to hear that the richest

usiness people in the countr
do not pay. or pay a negligible
aniount of, income taxes The
Budget Speech is silent on this
issue. If the government wanls

g:émsatiurl for Social Insurance
cupational Hazards Depart-

ment; PO Box. 878, Riyadh-
11421, KSA. That the Saudi
labour court passed their
decision to pay his life com-
pensation and accordingly they
asked to send nécessary pa-
pers to the Asstt. Labour
Attache, Bangladesh Amba-
ssador in KSA, PO Bax No.
94395 —Riyadh, KSA. That in
obedience to their order | sent

all the requisitepaper, docu-
ments through I:Ee Bureau ol
Manpower and Training In-
stitute. the government of
Bangladesh which has duly
been acknowledged by the
Bureau through their letier®
welfare-1942/90/089 (1) dt.
10.1.91 and the Saudi Amba-
ssador's memo LW-A- 10/90
dt. 4.12.90. | regret that a lo
gcnnd of time has been passe
ut there is no further

from 0.5
cent whic
eliminated altogether since col-
lection of this tax is an addi-
tional irritation in the way of
export. An income tax
shotld pay it once and not be
forced to pay twice in parts.

non-agricultural income can
claim an exemption limit of
only Tk 60.000.

The system therefore will
discriminate against this
group. People with small in-
vestment, or with a job. in the
urban areas without any addi-
tional income from agricul-
tural will have grounds to

mble about it. Nevertheless,
this measure will stimulate in-
vestment in agriculture which
is a welcome step.

The Budget has reduced the
company tax rate for banks. in-
surance companies, linauncial
institutions and_ non-resident
companies from 47.5 per cent to
45 per cent. [l is goncl to estab-
lish uniformity in the rate of
taxes for these institutions.

The advanced income tax on
the rters has been reduced
er cent to ' 0.25 per

should have been

payer

Further, the exemption of

cagi(’:al gains tax from the sale
of

nus share, taxes to be paid

hﬁ banks only on the interests
S

own in their profit and loss

account, and extension of tax-
holiday to the expansion units
of manufacturing industries,
tourism industries and infras-
tructural industries will benefit
these industries and help capi-
tal tormation. Changes im the
regulations favoyring the tax
payers al the time of filing ap-

correspondence — not yel
anything received by me. Nor
have | received the said com-
pensation money for the
mournful death of my son.

I therefore, earnestly re-
quest the minister of the for-
eign affairs to fulfil the above
demand in my hard days.

Mohiuddin
Vill. Shinghora, P.S. Nawabgonj
Dist.

1tence in VAT collection

etable processing.

For leather product sector,
he has reduced customs duties
on raw hides and wet-blue
leather from 7.5 per cent to 2.5
per cent: For textile sector, he
has reduced duties on man-
made yearn and synthetic yarn
from 30 per cent and 22.5 per
cent respectively to 15 per cent;
on synthetic fibre from 7.5 per
cent to 2.5 per cent: broiler from
15 per cent to 7.5 per cent. Such
reductions in duties on inputs
and equipments, no doubt, will
further boost investments in
domestic textile industry. The
uther sector where his duty re-
duction will be of additional
help is the export of frozen fish
and vegetables. Here the duty on
refer (transport) vans has been
reduced from 7.5 per cent to 2.5
per cent.

Three areas where he has
taken imaginative steps are So-
lar Energy. Double Decker Bus
and Cash Register Machines. On
equipment for using solar en-
ergy like photovoltaic cells.
wind turbines and parts ol wind
turbines ete. duties have been
reduced from 30 pér cent. 7.5 per
cent, 22.5 per cent etc to a uni-
form 2.5 per cent. Similarly,
duty on completely-built Dou-
ble Decker bus has been reduced
froin 30 per cent to 2.5 per cent.
Finally. duty on Cash Register
Machines has been reduced
from 15 per cent to 2.5 per cent
The former two measures will
stimulate investment in the de-
velopment of solar energy and
bus transport industry while
the third measure will simplif
the recording system for VA
collection and avoid the cascad-
ing effect which is now in exis-
These
are innovative measures in the
indirect tax system ol the coun-
|

I-:Ilfr’[‘h@ excise duties on biri and
cigarettes and Supplementary
Duty rates on non-alcoholic
bear have been raised to gener-
ate more revenues for the gov-
ernment which can be justified
on both social and economic
grounds. Similarly. he has also
E’rnpunrd to raise duties on

ack-saw blades and Master
batch colour from 30 per cent
and 15 per cent to 45 per ceni
and 30 per cdnt respectively

mping ground

rather re-

fjan,ge*_s waler negotiations as
for bringing investment from

abroad and eEXpOTting bur goods
to other countries.

On this 60th day of Sheikh
Hasina's government one may
very well make a critical review

of many of her important deci-
sions. Fortunately almost all
her decisions will stand the

lituus test of criticism. The es-
sential drive of the prime min-
ister in getung the consensus
lormula on the good governance
of the country can easily be
traced to her prime concern to
Fiw: the country a corruption
ree and terrorism-iree society.
That is why it is incumbent on
the leader of the opposition and
her party apparitchick to agree
on a roster of irreducible min-
imum in regard to all matters of
national importance: sharing
of the Ganges water, establish-
ment of good nciﬁhbcmrty rela-
tions with our largest neigh-
bour India. as a partner in
progress., eradication of
poverty. illiteracy and above all
ridding the society of terrorism
arnd mastaanism. On this year
of the observance of the silver
jubilee of mdependence one is
instinctively reminded of the
inaugural addrese of Thonias
Jefferson in 1801 The co-inci-
dence. strange as 1 may seem

Jelfferson's address was also
made exactly after 25 years. as

the first president who repre-

sented a change of political

party. | quote, "During the con-

test of opinion through which

we have passed the animation
of discussions and of exertions

has sometimes worn an aspeci
which might impose on

strangers unused to think freely
and to speak and to write what

they think.... ... All. too, will

bear in mind this sacred

principle. that though the will

of the majority is in all cases to

prevail. that will to be rightful

must be reasonable ... Let us,

then. fellow citizens. unite with
one heart and one mind.”

Let us all submit to this car-

dinal principle of democracy to
give good governance to the

people of the country.

and to impose 30 per cent sup-
I::Irml:m.ary duty on alumimium
oil revenue pu .
owever. what one feels
most rmh:cernnd about is the Fi-
nance Ministers pro 1 for
extending VAT to m and
retail tride at the present
of VAT administration. VAT,
introduced in 1991, has been
very effective in raising rev-
enues. Its present Enlfer::tiun
comes (o about 32 per cent of
the total tax revenues. But it'is
over-collecting taxes because of
lack of proper records of VAT
component in the sale docu-
ments without which individu-
als cannot take VAT deduc-
tions. As a result, it is hawvi

cascading effect which it was
) uuppu-elhqm avoid. Further. al-

though it was supposed 1o he
only a consumption tax. il is
advcrailly affecting the produc-
tion cosis also since producers
cannot correctly deduct the VAT
component from what thev paid
at the previous es ol buvin
inputs. Hence, it is all inclid
in the cost of production and
thereby raise product prices.

t the rs who can
claim Duty Drawback. the doe-
mestic manufacturers. cspe-
cially the smaller ones, are not
able to take deductions for VAT.
In view of this problem, the
proposal that one wants to put
lorward is the following: Let the
present VAT administration be
perfected over a few more years
and wait until- the use of Cash
Register Machines come to
common use, or some other
means of recording system is
introduced and practiced. Only
then should VAT be extended to
the wholesale and retail trade
sectors. Otherwise, it will im-
pose hardships on the poorer
sections of the ple which
will negate the effects of poverty
alleviation measures that the

new government is proposing Lo

-take.

Some Concluding
Dl | &

Although there are some
analytical problems with vari-
ous issues raised in his budget
speech, the Finance Minister's
1996-97 budget seewns to be fo-
cusing on the new government's
political-economic philosophy
and electoral pledges. On the

expenditure side. the new budget
seems Lo follow the general pat-
tern of expenditure of the previ-
ous years' budgets; but on the
tax side. although the general
line of tax and tariff reductions
follow what were initiated be-
fore. he has some innovative .
proposals in the areas of solar
energy, double-decker bus and
cash register machines etc. If
people can take advantage of
these tax incentives and new
investments take place in these
areas, and there will be consid-
erable improvements in the
economy in the medium-to
longterm. However. there are
concerns about extending VAT
to wholesale and retail sectors
immediately. the lack of any
measures to strengthen income
tax collection from the rich
class of the society and the ab-
sence of any measure to elimi-
nate wasteful expenditures in-
the government sector.
Inspite of all these and other

concerns about the economy,
critics should not be too™hars
on the new Finance Minister al
this stage because il is his first
budget and his ideas on various
i1gsues are evolving. He has
promised various reforms
which will be gradually unfold
ing hopetully in the near future
His emphasis on promoting fast
growth with social justice.
poverly alleviation, employ-
ment generation and enwiron-
mental protection etc indicate
that his heart is on the right
spots but he has lots of home-
works to do What one would
like to see in his evolving bud-
el exercises is that the "soft
eart” be combined with hard

head
(Concluded)



