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Carbon Tax: Where are we heading

Bangladesh faces a double threat: one is rising sea level as a result of the melting ice caps and
glaciers, and the other is extreme climatic events, like cyclones and heavy rain. Erratic climate
pattern, global warming, and other problems caused by high fossil fuel consumption justify
bold actions to push energy conservation and emission reductions to the table. Carbon tax
carries both positive and negative corollary with it.

SHAMMUNUL ISLAM AND M.
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OTHER Earth
faces a major
threat now as its

very existence has come
into question due to the
mind boggling behaviour of
its habitants in their desper-
ate search for prosperity.
Developed countries' fran-
tic ambition for global supe-
riority resulted in the rapid
buildup of gas emissions,
leading to the phenomenon
known as 'greenhouse
effect'. Carbon dioxide
being one of the main com-
ponents of greenhouse gas
is targeted by many coun-
tries in their efforts to miti-
gate climate change related
problems.

Bangladesh has already
started looking at a bleak
future as the ominous pic-
ture of a disastrous situation
looms large.To address this
nagging problem and to
have a role in decreasing
greenhouse gas in the atmo-
sphere, Bangladesh is plan-

ning to introduce carbon tax
for the first time.

Carbon tax is basically an
instrument for pricing the
production, import and
distribution of carbon con-
tent of fuels. There are three
ways in which pricing of
carbon is practiced for
reducing CO2 emissions
(Stern, 2008): first, carbon
taxation (tax) which
imposes a tax on the emis-
sion of CO2; second, cap-
and-trade which is a market
based environmental

instrument that gives a limit
on the level of carbon emis-
sion; third, implicit pricing
via regulations and stan-
dards, which imposes con-
straints on technologies
that can be necessary where
irremovable or unavoidable
market imperfections exist.
While cap-and-trade con-
trols quantity of emissions,
carbon tax controls the
price of emissions.

Carbon tax is based on
the economic principle of
negative externalities.
Externalities are costs or
benefits generated from one
person's actions on the
well-being of a bystander.
Negative externalities are
costs that are not paid for
and which are adverse to a
bystander. When utilities,
business or households
consume fossil fuels, they
create pollution in the form
of greenhouse gases, that
has a societal cost; which is
borne by peoples many
miles away from the source.
This is negative externality
and there have been
attempts for addressing it
through carbon pricing.

According to Nordhaus
(2009) raising the price of
carbon (by taxation) pro-
vides strong incentives to
reduce carbon emissions
through some mechanisms.
First, it gives an indication
to consumers about what
goods and services produce
high carbon emissions and
therefore leads them to use
those more sparingly.
Secondly, it gives producers
a clear picture about which

inputs (such as electricity
from coal) emit more car-
bon, and which inputs (such
as electricity from wind)
emit less or none. Hence
this leads producers to
move to low-carbon tech-
nologies. Thirdly, high car-
bon prices provide market
signals and financial incen-
tives to spur inventors and
innovators to develop and
introduce low-carbon prod-
ucts and processes that
eventually replace the prev-
alent carbon-intensive
technologies.

Political, social and eco-
nomic considerations will
affect Bangladesh's policies
to reduce carbon emissions.
It has been found in a study
(Devarajan, et al, 2009) that
the welfare costs of achiev-
ing significant reductions in
CO2 emissions are fairly
small. If the total increase in
revenue from carbon tax is
used in productivity, invest-
ment, economic growth and
employment, it may bring
two fold benefits -- environ-
mental and economic. This
additional revenue can also
be used to reduce existing
tax distortions. However,
this would mean a major re-
structuring of Bangladesh's
tax system which is a major
obstacle to the betterment
of the society. In general, the
more targeted the tax to
carbon emissions, the better
the welfare results.

Environmental taxes and
regulations tend to discour-
age economic activity
because they raise the costs
to firms producing output.
Typically, this leads to a
lower overall level of

employment and invest-
ment in the economy. These
"spillover" effects of envi-
ronmental policies on
labour and capital markets
add to the distortions cre-
ated by the tax system,
which is termed as the tax-
interaction effect.
Bangladesh may face a hard
time if this tax is levied on
electricity as it comes from
the combustion of natural
gas or coal.

RMG sector uses a huge
amount of electricity, and
pharmaceutical sector uses
both electricity and gas as
input. Taxiing carbon will
increase the input cost
which in turn will reduce the
competitiveness of these
products and services in
international markets
resulting in lost jobs or, in
the worst case, an economic
downturn.

The carbon tax may
impact agricultural produc-
tion costs directly through
an increase in the price paid
by the farmer for fuels. Due
to the unavailability of
electricity, farmers will
largely be unable in substi-
tuting away from these fuels
(for example, diesel) by
using alternative energy or
less carbon emitting tech-
nology (for example, solar
power) and as such the tax
cannot be avoided by the
farmers as demand for fuel
inputs is very inelastic
(meaning whatever the
price is they will use those
fuel input).

As price takers, farmers,
will not be able to increase
the price of their output to

offset the increases in pro-
duction costs (e.g. increase
in input prices) induced by
the tax. As a result the tax

will reduce farmers' profit-
ability unless they resort to
low-carbon technologies.

A carbon tax will discrim-
inate against rural areas.
Rural residents use relatively
more diesel fuel than resi-
dents in urban areas do,
whereas rural residents also
tend to have lower incomes
than their urban counter-
parts. According to the Irish
Economic and Social
Research Institute (ESRI),
carbon tax weighs more
heavily on rural households.
It has been seen that, typi-
cally poor consumers spend
a greater proportion of their
income on energy-intensive
goods and fuel. Therefore
cost increases in energy tend
to impact the poor worse
than the rich.

Applying a carbon tax in
Bangladesh may not be
appropriate as it may exert a
detrimental effect on our
immediate goal of eco-
nomic development. It may
become a bane rather than a
boon for us as our fragile
economy has a high possi-
bility of getting affected by
raised energy prices. So
another option we can
ponder about is a cap-and-
trade policy under which
financial and technology
support are given to invest
in clean energy infrastruc-
ture [for example, reducing
carbon through reduced
deforestation, availing fund
from carbon market
through implementing
'Clean Development
Mechanism' (CDM), and
'Reducing Emissions from
Deforestation and Forest
Degradation' (REDD) etcet-

eraj.

Bangladesh has already
taken CDM projects and can
think further in this regard.
It is imperative that devel-
oped countries, who have
greatly contributed to the
climate change problem by
emitting greenhouse gases
since the industrialisation,
help developing countries
like Bangladesh to invest in
cleaner technologies while
developed countries
should build their own
environment-friendly
energy system.

As more than half of the
land of Bangladesh is less
than 20 feet above sea level,
Bangladesh faces a double
threat: one is rising sea level
as a result of the melting ice
caps and glaciers, and the
other is extreme climatic
events, like cyclones and
heavy rain. Erratic climate

pattern, global warming,
and other problems caused
by high fossil fuel consump-
tion justify bold actions to
push energy conservation
and emission reductions to
the table. Carbon tax carries
both positive and negative
corollary with it.

Keeping all these impli-
cations in mind such taxes
should be broad, gradual
and government should not
rush headlong into a policy
which may compromise our
economic development. If
the government authorities
have the mechanism in
place for reaping its benefit
and adopt this policy, they
should be careful in keeping
it progressive so that it is
fine-tuned to our economy
and is not harmful to the

rural—poor,—espectally —the

farmers.

Dhaka city tratfic: Grinding to a halt

This intolerable traffic congestion affects all Dhaka inhabitants physi-
cally and mentally. Air pollution and sound pollution are some of the
common features that this city dwellers need to go through; all this can
produce is deterioration of health.

SALAHUDDIN AHMED

HAKA undoubtedly

is the world's

fastest growing
megacity. According to the
World Bank report, there are
15 million people living right
now in this city, which will be
more than 20 million by 2025
according to UN prediction.
In Dhaka, population
doubled from 6 to 12 million
from 1990 to 2005. This mass
population causes a great
many problems in this city
among which the traffic
congestion is seemingly the
worst, which need to be
straightened out as soon as
possible.

There are certainly some
ways to reduce the chronic
traffic jam of Dhaka city. If
we closely monitor we can
figure out that many vehi-

cles take some unautho-
rized U-turn that actually
causes real traffic dilemma.
We can find a way to avoid
this U-turn, but we just let
things go the way it goes. We
must find out some desig-
nated areas that can be used
for this U-turn. Speaking
about U-turn it should be
mentioned that some cars
or buses do have some spe-
cial privileges to take turn
anywhere; thanks to some
traffic police officers who
actually 'allow' these vehi-
cles to take wrong turn. We
actually do not know that
our traffic police can make
the difference. It is truly an
urgent step to form a body
to monitor these traffic
police. Sometimes some
police are seen to play with
their sticks while buses, cars
and other vehicles fight to

get away from the dreadful
traffic. In this regard again
we must say that our admin-
istration needs to be active,
resolute to crack down on
any mischief.

[t cannot be said that all
roads in Dhaka city are
congested or narrow; many
roads are quite wide to
meet even the current
spurt. But we allow unau-
thorized parking that
squeezes all roads here in
Dhaka city. To face the
current horrific situation
we must take some correc-
tive measures right away.
We must not allow any
vehicle park in roads where
buses and public cars oper-
ating every now and then. It
is not necessary that cars
must sit in front of the office
where traffic is terrible; we
need to design some spaces

where we can park these
cars.

It is obvious that private
cars make this traffic more
precarious. These cars run
every nook and corner of the
city and do not mind sneak-
ing through narrow roads
that causes more damage to
the whole scenario. Is it
necessary to park these cars
in front of schools that make
traffic jolt more serious?

Right now this is also a
common scenario in Dhaka
city -- clash between stu-
dents and bus conductor or
driver. This conflict actually
curdles the whole situation.
Conflict can take place, but
to mitigate these we must
have our police officers to
come in sight in time. But it
is surprising to see the roles
our police play in this
regard. Since we cannot
tackle this situation in time,
people taste the unprece-
dented sufferings of this
terrible traffic.

We have a traffic situa-
tion in Dhaka city that must
be changed in no time. This
is not the time to only for-
mulate plan and to imple-
ment the plan. Traffic situa-
tion is getting frightful day
by day that causes many
other problems which actu-
ally freezes the develop-
ment process. Our Prime
Minister has just received
MDG prize in New York; but
question is how we can
celebrate this pride since
people in Dhaka city need to
spend hours to negotiate a
short distance, which indi-
cates that there is virtually
little development in this
country.

Thousand of enthusiasts
very naturally gathered and
in the process blocked
Dhaka city road to receive
the Prime Minister that
caused a cruel traffic jam
and guess who were the
ultimate sufferers -- the
people in this city. All our
political leaders must

understand the alarming
situation. Any meeting,
seminar in any road would
have deep impact that affect
other side of the city.
Psychologically people will
definitely be depressed if
this situation go on unre-
solved. Hot weather cou-
pled with this horrific traffic
makes people sick every day.
It is truly hard to bear this
situation in Dhaka.

This is the time we must
formulate plan to expand
this city which seemingly is
the only alternative to make
things better for the long
run. We all talk about decen-
tralization, but we do not
actually know how to make
this concept happen in
Dhaka city. Everyday thou-
sands of new people are
entering this city that actu-
ally aggravates the whole
scenario. All these people
merely come looking for
some job opportunity. We
need to create job opportu-
nities in other places so that
we can reduce the number
of people coming to Dhaka
every day:.

This intolerable traffic
congestion affects all Dhaka
inhabitants physically and
mentally. Air pollution and
sound pollution are some of
the common features that
this city dwellers need to go
through; all this can pro-
duce is deterioration of
health. Again people need to
sit in the buses or cars for
hours in extreme suffoca-
tion; it is natural to lose
control easily in this situa-
tion. This is happening in
this city and clashes, con-
flicts are taking place every
now and then. We must
urgently take steps, in fact we
need to formulate plan very
fast as if it can improve the
situation from tomorrow.

Salahuddin Ahmed is graduate assistant,
School of Business and Economics,
Ashland University, USA, currently visiting
professor at State University of
Bangladesh.
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Army Headquarters, QMG's Branch

DW & CE (Army), Dhaka Cantonment

Invitation for Tenders

Government of the People's Republic of Bangladesh

(if applicable)

Ministry/Division Ministry of Defence.
Agency Military Engineer Services.
Procuring entity name DW & CE (Army).
Procuring entity code Not applicable.
Procuring entity district Dhaka.

Invitation for Tender. _
Invitation Ref No. 15 of 2010-2011/E-4
Date 26 October 2010.
Procurement method Open tendering method.
Budget and source of funds Govt of Bangladesh.
Development partners (if applicable) | Not applicable.
Project/programme code Mot applicable.

Project/programme name Addition/alteration of existing water supply line including supply &

(if applicable) installation of 3x30 HP centrifugal pump motor (Pump House No.
1,6 & 7), 2x20 HP centrifugal pump motor (Pump House No. 4 &

~ 11) at different places of Jalalabad Cantt.

Tender package No. Mot applicable.

Tender package name

installation of 3x30 HP cen

Addition/alteration of existﬁ-lwater supply line including supply &

1,6 & 7), 2x20 HP centrifug

al pump motor (Pump House No. 4 &
11) at different places of Jalalabad Cantt.

gal pump motor (Pump House No.

Tender publication date 07 November 2010.
Tender last selling date 22 November 2010. -

Date Time
Tender closing date and time 24 November 2010 1200 hours
Tender opening date and time 24 November 2010 1230 hours
Name & address of the office(s) Address

-Selling tender document (principal)

AHQ, QMG's Branch, DW & CE (Army).

- Selling tender document (others)

Tender selling & Information Centre of DW & CE (Army) at GE
(Army) Project, Dhaka, Dhaka Cantonment.

- Receiving tender document

(Army) Project, Dhaka.

Tender selling & Information Centre of DW & CE (Army) at GE

- Opening tender document

(Army) Project, Dhaka.

Tender selling & Information Centre of DW & CE (Army) at GE

Place/date/time of

pre-tender meeting (optional)

Mot applicable

Date

Time

Mot applicable

Mot applicable

RMATION FOR TENDERER

Eligibility of tenderer

a. Enlisted contractors of B, C and D Class of MES.
b. Contractors enlisted with other govt organisations in similar
capacity having security clearance from DGFI.

Brief description of goods or works

11) at places of

Addition/alteration of existing water supply line including supply &

installation of 3x30 HP centrifugal pump motor (Pump House No.

1,6 & E} 2x20 HP centrifugal Ipuméj motor (Pump House No. 4 &
ifferent alalaba

Cantt.

Brief description of related services

Price of tender document (Tk)

Taka 2,000.00 (non-refundable).

Lot Identification of lot Location Tender security amount Completion time
No. g‘ aka) (in the shape of Bank | in weeks/monts
rafﬂl‘-"a.% Order in favour of
DW & CE Army)
Addition/alteration of existing | Jalalabad Tk 1,60,000.00 06 (six) months
water supply line including | Cantt
supply & installation of 3x30
HP centrifugal pump motor
(Pump House No. 1,6 & 7),
2x20 HP centrifugal pump
motor (Pump House No. 4 &
11) at different places of
Jalalabad Cantt
30 Name of official inviting tender DW & CE (Army).

31 | Designation of official inviting tender

Brigadier General.

32 | Address of official inviting tender

tender

33 | Contact details of official inviting

Army Headquarters, Dhaka Cantonment.

Tel: a. 8752672
b. 8752676

Fax: 8752684

e-mail:
dwncearmy@yahoo.com

34 The procuring entity reserves the right to re

ect all the tenders or annul the tender proceedings.

|SPR/Army/623
28/10M10
GD-4638

DW & CE (Army)




