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Govt spends high on
Interest payment

REJAUL KARIM BYRON
The government's spending for
interest payment rose in the first
eight months of the current fiscal
year due to a hike in borrowing from
costly domestic sources.

According to the finance minis-
try's Monthly Fiscal Report for Feb-
ruary, in the first eight months, the

expenditure on interest payment
was Tk 9,114 crore, which is 22.38

percent of the total spending in the
non-development sector.

The total budget allocation for
interest payment in the current
fiscal year was Tk 14,708 crore,
which meant about 62 percent of
the allocation was spent in the first
eight months.

The total allocation for non-
development expenditure this fiscal
year was Tk 83,308 crore, of which
Tk 40,722 crore or 48 percent was
spentin eight months.

A finance ministry official said
much of the revenue budget is spent
oninterest payment every year.

In the next fiscal year also, the
expenditure on interest payment
may be Tk 4,000 crore more than
the allocation in the current fiscal
year due to meeting the budget
deficit.

The government goes for more
domestic borrowing than taking
foreign loans to meet the budget

NON-DEVELOPMENT EXPENDITURE

8.87

21.45

7.52

Saclorwese share i percentage ug b Feb FY11

22.38
9.8
10.48

@ Education @ General public service
B Interest H Health
O Defence O Transport
O Public order and safety = Others
W Agriculture

deficit which increases expenditure
on interest payment. The official
said the domestic loan is costlier
than the foreign credit.

Total domestic borrowing was
recorded at Tk 122,074 crore at the
end of February.

In the first eight months, the
government's net foreign borrow-
ing was almost half the amount it
received last year. In the July to Feb-
ruary period, the net foreign bor-
rowing was Tk 4,628 crore, which
was Tk 7,404 crore during the same
period lastyear.

An official at Economic Relations
Division said foreign aid is shrink-
ing as ministries are failing to imple-
ment the foreign-aided projects.

In the current fiscal year, devel-
opment partners have committed
more than $6 billion, but the dis-
bursement target has been set at
$1.9 billion. Analysts say the minis-

tries may not be able to spend even
this small amount.

The reverse scenario in case of
domestic debt is that in eight
months from July to February the
government borrowed from banks
Tk 1,788 crore, whereas it repaid Tk
9,264 crore to the banks during the
same period lastyear.

Since February, borrowing from
the banking sector has increased
faster. The government's borrowing
from banks exceeded Tk 12,000
crore on May 15, said central bank
officials. The government repaid
about Tk 8,000 crore during the
same period last fiscal year.

Taking loans through savings
instruments is a costly borrowing
for the government. In the current
fiscal year's budget, the rate of inter-
est on the savings instrument was
lowered. As sales of those instru-
ments declined, the government's
borrowing from the savings instru-
ment sector fell.

In the first nine months of the
current fiscal year, the government
borrowed Tk 2,636 crore through
savings instruments, which was Tk
8,530 crore in the same period last
year. If the interest payment is taken
into consideration, it is a good sign.
However, the government has been
considering a hike in the interest
rate on the savings instruments in
the next fiscal year.

President Dilma
Rousseff receives
Nobel Laureate
Muhammad Yunus
at the Presidential
Palace in Brasilia,
the capital of Brazil
on May 25. At a
meeting with
Rousseff, Prof Yunus
explained how the
concept of social
business can be
adopted in Brazil to
solve problems that
afflict the Brazilian
society.
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Four companies resume trade
on DSE today after a halt

STAR BUSINESS REPORT

Four companies resume trade today
on the Dhaka Stock Exchange after a
halt of one month in the wake of an
unusual hike in their stock prices.

Alltex Industries, Dulamia Cot-
ton Spinning Mills, Anwar Galvanis-
ing and Legacy Footwear received
approval on Thursday to start trad-
ing shares on the bourse.

The approval came after DSE's
probe committees completed their
investigations, which initially found
some irregularities in trading of
shares of the companies, a DSE
official said.

The investigation report has

already been submitted to the Secu-
rities and Exchange Commission
(SEC) to help the regulator conduct
its probe, ifit wants, he added.

Earlier, the Dhaka bourse halted
trading of the five listed companies,
including National Tea Company,
for a month due to an unusual hike
in their share prices.

DSE suspended activities of the first
four companies on April 18 and
National Tea faced the halt on April 24,
according toapostingon DSE website.

Shares of Alltex Industries traded
at Tk 110 in the first week of March,
but rose to Tk 360.25 on the last day
of trading before the halt is slapped.
The face value of the company, a'Z’

category share, is Tk 100.

Dulamia Cotton traded at Tk 160
in the first week of March, but its
prices rose to Tk 481 on the last day
of trade. The face value of the 'Z'
category companyis Tk 100.

Share prices of Anwar Galvanis-
ing, also a 'Z' category company,
were Tk 250 in the first week of
March and traded at Tk 440.5 on the
lastday of trading.

Stocks of Legacy Footwear were
traded at Tk 25 but soared to Tk 50
before DSE stepped in with a sus-
pension order. There will be no
price limit on the trading of the
company today following its corpo-
rate declaration.
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The United States on Friday called on China to speed
up progress in making its currency more flexible, but
refrained from branding Beijing a currency manipula-
tor,amove that could trigger sanctions.

In a long-delayed report to Congress, the US Trea-
sury said ithad concluded that China was allowing the
yuan, or renminbi, to appreciate against the dollar
and had shown willingness to continue promoting
exchange-rate flexibility.

China not a currency manipulator: US
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Call for safety net strateqy

SAJJADUR RAHMAN
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Time has come to adopt a comprehensive strategy on
different social safety net programmes, which are pres-
ently run in a piecemeal way, to yield better and sustain-
able result, analysts said.

The government currently runs a total of 84 schemes
under social safety net programmes by allocating Tk
19,497 crore, which is nearly 15 percent of the national
budget and about 2.5 percent of gross domestic product.
Dozens ofagencies and ministries run these schemes.

“Managing these huge number of programmes effec-
tively is quite tough. Capacity of the implementing agen-
cies is also thinly distributed over these too much
programmes,” said Mustafa K Mujeri, director general of
Bangladesh Institute of Development Studies (BIDS).

Mujeri also questioned the benefits people receive
under these safety net schemes.

“This can be termed as a 'token benefit'. Tk 200-300
assistance per month is nothing as a day labourer earns
equivalent or more aday,” he said.

Prof Mustafizur Rahman, executive director of Centre
for Policy Dialogue (CPD), also sees a lack in coordina-
tionamong these 84 programmes.

“We appreciate the efforts very much, but the govern-
ment needs to think how these programmes can be more
effective and sustainable to ensure social protection,”
said Rahman.

Some of the safety net schemes are employment gen-
eration programme for hardcore poor, vulnerable group
development (VGD), vulnerable group feeding (VGF),
old age allowance, rural maintenance programme, free-
dom fighters' allowance, food for work, and allowance for
the financially insolvent disabled.

Budget documents for fiscal 2010-11 show that the
total allocation for VGF in the current budget is Tk 1,540
crore, for VGD Tk 640 crore, for test relief (TR) Tk 950
crore, for gratuitous relief (GR) Tk 220 crore and for food
forwork Tk 990 crore.

Though the government runs dozens of such schemes
involving thousands of crores of taka, it is yet to evaluate
and assess the impact of annual expenditure under these
schemes. There are also complaints that the people
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(chairmen of union parishads) who select the beneficia-
ries for different safety net schemes are politically moti-
vated.

“A coordinated and comprehensive strategy for safety
net programmes can strengthen social protection,” said
Rahman of CPD. He urged the government to develop a
database in this regard.

Mujeri asked the government to consider the vulnera-
bility of the marginal poor. He said inflationary pressure
and sudden medical costs could create adverse impact
and throw them to extreme poverty.

“All the schemes should be brought under an impli-
cated framework,” he said.

Earlier, the CPD in its budget proposals for the next
fiscal year said the government should make the infor-
mation on the safety net schemes public, both in terms of
allocation and coverage. It also said public-private part-
nership in implementing safety net schemes may yield
better result.

Successive governments have enlarged the size and
coverage of the safety net programmes over the years and
some say the efforts have impacted positively in poverty
reduction. Bangladesh's poverty reduced to 31.5 percent
in 2010 from 40 percentin 2005 and 49 percent in 2000.
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