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PM, govt staff

FROM PAGE 1
Hossain Zillur Rahman, for-
mer adviser of the immediate
past caretaker government,
applauded the move, saying it
will help ensure accountabil-
ityinthetoplevel.

“It's a good initiative,
although the popular
demand of publishing the
wealth statement of these
dignitaries and politicians
remains unrealised.

However, it's a step for-
ward to ensuring accountabil-
ity of the top officials of the
country,” he told The Daily
Star.

“The decision isn't signifi-
cant in terms of revenue col-
lection; instead, it's a major
leap in policy from the gover-
nance point of view,” Zillur
added.

He, however, suggested
that the government take firm
stance to implement the
initiative.

Stocks denied
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budget speech.

Different quarters
mounted pressure on the
government to give scope for
whitening money through the
bourses claiming that it will
boost the capital market, said a
finance ministry high-up
askingnottobenamed.

The idea was mooted in a
high-level meeting last week
with the finance ministerinthe
chair.

The finance ministry con-
sidered giving the scope to lift
the sluggish sharemarket.

However, stockmarket
experts including former
finance advisers opposed the
idea.

They argued it may fetch a
temporary benefit but black
money holders will take out
their investments after making
hefty profits causing another
debaclein the market.

Corruption watchdog
Transparency International
Bangladesh also strongly
opposed givingsuch ascope.

The present government in
fiscal year 2009-10 gave the
scope for whitening money in
four sectors including the
stockmarket. About Tk 423
crore was whitened in the
capital market during the
period.

Experts say black money
played a dubious role in caus-
ing a bullish trend in the
stockmarket but the market
saw a huge slump when they
pulled out with huge profits.

Considering the overall
situation, the government
high-ups backtracked from
their stance on giving the
scope for whitening money in
the stockmarket again, the
official said.

However, the scope for
whitening money through
investment in infrastructures
and treasury bonds has been
given at the insistence of pres-
sure groups that argue black
money holders would other-
wise launder money, finance
ministryofficialssaid.

TIB Executive Director
Iftekharuzzaman appreciated
the fact that no scope has been
given to whitening of black
money in the stockmarket. But
he expressed disappointment
over such practice in infra-
structure and treasury bonds.

“This is discriminatory,
morally unacceptable.... We
call upon the government to
withdraw the provision or at
least impose more than 25
percent tax if the government
feels obliged to keep the provi-
sion, so people with honest
income are not unfairly
treated,” Iftekharuzzaman

added.
Confusion
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Wahiduddin Mahmud said in
principle property tax is
justifiable on equity ground,
since assets are more
unequally divided compared
toincome.

"But the way the tax has
been proposed, itis in effecta
surcharge on income tax. The
way net asset value is esti-
mated in income tax returns
is not very meaningful,” he
observed.

During Mubhith's first stint
as the finance minister in
1983, he scrapped the wealth
tax saying it only earned Tk
10.5 million in that fiscal year.

Analysts said it is true that
the situation in the real estate
sector should be addressed
properly as prices of land and
residential properties are
increasing fast. There could
be a measure to bring such
properties under tax net.

Ahsan H Mansur, execu-
tive director of Policy
Research Institute, sup-
ported wealth tax saying
properties have been trans-
ferred through generations
without paying taxes.

"I strongly endorse impo-
sition of wealth tax for social
causes,” he insisted.

Big boost for

jute sector

Tk 1,170cr allocation proposed
for state-owned mills

SOHEL PARVEZ,

The government proposed
to provide state-owned jute
mills with Tk 1,170 crore to
help them come out oflosses
and turn the sector lucrative.

It has already decided to
take over Bangladesh Jute
Mills Corporation's (BJMC)
all liabilities and obligations,
that is Tk 2,396 crore, as
BJMC has adopted a busi-
ness plan to revitalise the
jute sector, said Finance
Minister AMA Mubhith in his
budget speech.

“The government has
decided to turn BJMC into a
holding company,” Muhith
said.

Of the proposed amount,
Tk 200 crore is for support-
ing BIMC to buy raw jute and
Tk 500 crore for refinancing.
It has also allocated Tk 105
crore to resume production
of two previously closed
mills -- Kawmi Jute Mill and
People's Jute Mill under
new name under Public
Private Partnership.

The remaining Tk 364.83
crore will be used to pay the
outstanding bills for jute, its
storage, power, gas, wages
and financial benefits of
retired employees. BJMC
runs 20 mills, four of them
newly opened over the last
two years.

Muhith said the govern-

ment has agreed to pay the
amount up to June, 2010.
The government is encour-
aged by the rapid popularity
of green products at home
and abroad.

Prospect of jute goods
brightened up domestically
after the government passed
a law making use of jute
mandatory for packaging
products like grains,
cement, fertiliser and sugar.

The law has already come
into effect with the Ministry
of Textiles and Jute asking
public sector agencies to use
jute instead of polythene for
packaging seeds, fertiliser
and foods.

In July-April 2010, jute
fetched $ 924 million, 42
percent higher earning, in a
span ofjust one year.

“Hopefully, BJMC will
prevail over the past losses
and emerge as a profitable
organisation and restore the
lost glory of jute,” said
Mubhith.

Citing the successful
decoding of jute genome, he
said, "'"This crucial discovery
has opened up a new vista
for further experiment of
new high-yielding species of
jute, which will be salinity-
resistant and tolerant to
drought, insects and dis-
eases.'’

Possibilities there
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agriculture credit flow in real
terms -- when adjusted with
inflation -- has not grown.
However, subsidy cannot
explain all of the agriculture
growth, and it has to depend a
lot on input management.
Otherwise, his own assump-
tion that "achieving this level
of growth hinges on to the
development of agriculture
sectors” willnotlookright.

Mubhith has also betted on
private sector credit. Butin his
own words private sector
credit is already "signifi-
cantly" high at 30 percent
growth, and if inflation has to
be checked, this credit growth
hasto bereined in, or inflation
will gallop.

Last year, inflation target
was set at 6.5 percent, but it
has eventually ended at 8.5
percent. A 7.5 percent target
can go even higher if mone-
tary and fiscal policies are not
properlyapplied.

The finance minister has
however rightly stressed
power generation, and laid
out a detailed plan and pro-
jections. He hopes to add
2,157 MW by December next
year. He hopes that invest-
ment in power, and imple-
mentation of various big
projects by the government
and the private sector will
infuse required investment
for growth.

But right now, other than
power and some infrastruc-
tures like expressways and
flyovers, no big projects are in
view.

The proposed budget has
seen 26 percent higher outlay
for next year. But his sources
of meeting this expenditure
pose challenge.

This year, the government
showed a dismal perfor-
mance in using foreign funds.
Its Annual Development
Programme (ADP) largely
depended on domestic
financing which essentially

meant borrowing from banks,
and some collection from sale
ofsavings instruments.

For the next year, he plans
an almost 80 percent
improvement in foreign
financing to the tune of about
$2.5 billion, an unprece-
dented level for the country.
But he himself has admitted
that this year's foreign financ-
ing could not be secured
adequately because of negoti-
ations and other problems.
This means, the government
has to be a lot smarter next
year to ensure this higher
foreign financing.

But then again, setting
such a high foreign financing
component has a lot to do
with the Padma Bridge. Out of
the five components of the
bridge, even if one can be
started, a chunky amount of
foreign financing to the tune

of about $500 million will be
available. So a challenge for
the government will be to
quickly move into imple-
menting the Padma Bridge.

The finance minister has
also accounted $350 million
in budget support. For this to
be available, a lot of critical
reforms have to be under-
taken. In a year of political
disquiet, this can be a tough
task.

If foreign funding cannot
be tapped, the government
will have to fall back on
domestic financing -- mainly
bank borrowing to the effect
of crowding out the private
sector. This will put invest-
ment at stake again.

Muhith in his budget
speech has hoped that invest-
ment situation will improve,
because of the power sector
and infrastructure improve-
ment. But he has spoken little
about reforming bureaucracy
which is so vital for an invest-
ment friendly environment.

Without such things, for-
eign direct investment, that
the finance minister spoke of
as a means to improve the
fledgling current account
balance, will not flow in as
well.

Muhith has also hoped
that remittance inflow will
increase next year despite its
dismal growth of 5 percent
this year.

But if these three elements
-- foreign assistance, foreign
direct investment, and remit-
tance -- do not show up,
exchange rate will surely
suffer. Taka will weaken fur-
ther and inflation increase.

One can also be skeptic
about the size of ADE The
finance minister had rightly
identified the reasons for low
ADP implementation when
he had proposed the outgoing
year's budget. He had also
promised a number of steps
including setting up a
taskforce, and reporting of
implementation status to the
Executive Committee of the
National Economic Council.
Despite that we are witness-
ing a low ADP utilisation this
year because the government
could not perform. And if
these things remain the same
next year, we will be faced with
a higher ADP shortfall with
knock-on effects across the
board.

The finance minister has
shown a friendly face to the
society at large with his social
programmes. He has given
higher allocations to social
safety nets. He has also tried to
symbolically establish equity
in society through taxing
property of a certain value,
and taxing government offi-
cials as well as the prime
minister, speaker, ministers,
lawmakers, and judges of the
High Court.

Opposition
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hartal programme protest-
ing the budget.

Few other political par-
ties including Jatiya Party
and Workers' Party, allies of
Awami League (AL), how-
ever, said controlling infla-
tion will remain a major
challenge for the govern-
ment.

Meanwhile, the ruling
party has welcomed the
proposed budget for 2011-
12 fiscal year, terming it a
pro-people one that will
help flourish development
inthe country.

AL Joint General
Secretary Mahabubul Alam
Hanif told The Daily Star
“Highest priority has been
given for economic develop-
ment of the country in this
budget.”

“Notaxhasbeenimposed
so that people may get
affected anyhow. This bud-
get will also encourage
investors to put their fund in
the stock market,” he added.

BNP standing committee
member Moudud Ahmed
said, “People are aware
about skyrocketing of the
price of essentials. But no
steps have been taken in this
budget to contain such
crisis.”

MK Anwar, another mem-
ber of the standing commit-
tee, said “People have doubt
over the information given
in the budget. So, this budget
will not bring anything good
forthem.”

Terming the budget
highly ambitious, Jamaat-e-
Islami Secretary General
ATM Azharul Islam said the
government emphasised on
bank loan that will increase
inflation and bring misery in
publiclife.

Jatiya Party Chairman
Anwar Hossain Manju and
its secretary general Sheikh
Shahidul Islam hailed the
proposal for expansion of
social safety net programme
inthe proposed budget.

Workers' Party President
Rashed Khan Menon said
“Finance minister did not
give clear concept regarding
inflation in the budget.”

Communist Party of
Bangladesh acting president
Haidar Akhbar Khan Rono
and its general secretary
Mujahidul Islam Selim said
inflation and unemploy-
ment rate will make public
life more miserable.

“Even the existing gap
between rich and poor will
increase manifold,” they
observed.

GDP growth
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provisional estimate set at
6.7 percent for the outgoing
fiscal year.

“Considering the pros-
pects and potential risks in
the context of global and
domestic economic per-
spectives, we have set our
real GDP growth target for
FY 2011-12 at seven per-
cent,” the finance minister
said in parliament.

But despite unlimited
growth potentials, there are
challengestoo, he added.

“We want to achieve a real
GDP growth of eight percent
by 2014 and take it to 10
percent by 2017 and sustain
itthereafter”.

More investment is
required to achieve the
target.

He stressed the need for
mobilisation of domestic
revenue to reach the goal
Government's revenue
income might increase by
1.2 percent of the GDP in the
outgoing financial year
compared to the previous
year.

However, there are
debates over the estimate of
the GDP growth rate.

According to the Centre
for Policy Dialogue (CDP),
an independent think-tank,
the economy is likely to grow
by 6.2-6.3 percent, not 6.7
percent as calculated by the
Bureau of Bangladesh
Statistics.

The World Bank and the
Asian Development Bank
estimated the growth at 6.2
percentand 6.3 percent.

Tax-free
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Analysts, individuals and

political parties have been
demanding raising the ceil-
ing in line with the inflation.
The opposition BNP on
Wednesday proposed the
threshold at Tk 3 lakh.

This April, point-to-
point inflation rose by 10.67
percent.

Big budget meets
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from the roadmap right at
the beginning will call into
question the credibility of
the Plan. To meet these
challenges, one would
expect strong cost-cutting
measures as well as mea-
sures for improving the
quality of public spending
and the overall public
resource management. Such
initiatives are not in sight.
But these are not matters
only for the finance minister
to deal with.

No doubt, a large-sized
budget has helped in
accommodating political
demands and in avoiding
difficult decisions regarding
spending priorities. Even
then, allocations for some
important sectors like
healthcare or environment
protection have got
squeezed. Fund allocations
alone are not of course suffi-
cient for a multi-
dimensional problem like
environmental protection.
The finance minister's bud-
get speech last year men-
tioned a number of policy
and programme initiatives
in this respect involving the
relevant ministries; but not
much has happened since
then.

To protect its centre-left
ideological image, the gov-
ernment has felt obligated to
commit spending on subsi-
dies, agricultural and rural
development, and social
safety met measures. At the
same time, to achieve the
goal of economic growth,
priority has had to be given
to public investment in
power, energy and infra-
structure. Whether budget-
ary revisions or course cor-
rections will be needed in
the middle of the fiscal year
will depend on how things
take shape in respect of
inflation and macroeco-
nomic balances. For exam-
ple, restraint on public
spending will be needed for
macroeconomic stabilisa-
tion if the government's
domestic bank borrowings
exceed the limit.

There are a number of
uncertainties. The extent of
fuel subsidies will ultimately
depend on the trends in fuel
prices in the international
market. Similar uncertainty
is there regarding the extent
of power subsidy arising
from the government's
purchase of power form the
rental power plants at high
prices and the possibility of
future price adjustment at
the consumer level. Again,
large government-
sponsored projects includ-
ing those under public-
private partnership may
strain the external balance if
these are financed entirely
from domestic sources while
machinery and other inputs
areimported.

The success in overshoot-
ing the revenue target in the
current fiscal has encour-
aged the finance minister to
go for an ambitious revenue
target for the next fiscal year
as well. However, continued
high growth in revenue from
an already high base will
require substantial reforms
in the revenue collection
system. The target set for the
external financing of the
budget seems modest. The
problem here is not aid
commitments which are
aplenty, but actual disburse-
ments. The increasingly
strict conditions set by the
donors are responsible in
part for slow aid utilisation,
but weakness in project
implementation also
remains a major hurdle.

There are not many
changes in the rates of indi-
rect taxes, so there should
not be any immediate
impact of the budget on
market prices. The contin-
ued tax exemption for the
import of essential foods
and certain other raw mate-
rials will help in not further
fuelling inflation. The pro-
posed support for some
industries like
pharmaceuticals and furni-
ture manufacturing appear
to be in the right direction,
but such support measures
need to be judged in the
context of the entire indus-
trial incentive structure.
OTHER ECONOMISTS'
REACTION
Noted economists are split
over the size of the annual
development programme in
the proposed budget but
unanimous in suggesting
that the government
enhance its implementation

capacity.

In an instant reaction
after the budget announce-
ment, former finance
adviser Mirza Azizul Islam

MIRZA AZIZUL

said the size of the budget
and the ADP is bigger this
time.

“The ADP of Tk 46,000
crore is comparatively big-
ger but it is unlikely that the
government will be able to
spend more than Tk 32,000
crore. I think the priority
sectors are alright.”

The former adviser to
caretaker government said
the government would face
challenges in achieving the
revenue generation target.

“Although our perfor-
mance has been quite good
in the last three years, it will
be difficult to maintain the
samerate.”

He said the government's
plan to borrow more from
internal sources could
squeeze the credit flow to the
private sector.

[slam said the economy is
under pressure from differ-
ent fronts such as falling
remittances, depreciation in
exchange rate, liquidity
crisis in the banking sector
and serious decline in trade
balance that are affecting
reserves.

“ButI have not seen effec-
tive strategies to help the
country get out of these
crises.”

The government should
have been bold about the
loss-making state-owned
enterprises (SoE), Islam
said.

“The finance minister has
only spelt out plans about
Bangladesh Jute Mills
Corporation. But we always
see that the SoEs approach
the government in the mid-
dle of a year, plead for money
and getit.”

“The government has
already opened two loss-
making jute mills. I do not
see any clear indication of a
reform ofthe SoEs,” he said.

Mustafizur Rahman,

MUSTAFIZUR RAHMAN

executive director of the
Centre for Policy Dialogue
(CPD), said the government
has rolled out a major
investment plan but it has to
maintain quality in invest-
ment.

“The accomplishment of
seven percent economic
growth will depend on the
country's capacity to imple-
ment the budget in terms of
money and quality.”

He said the government is
giving incentives such as tax
holiday to decentralise
industrialisation.

“If we can give infrastruc-
ture facilities including gas
and power supply, the plan
canbe implemented.”

“These are good as poli-
cies, but the result depends
on our ability to make good
infrastructure available, and
solve problems that hold
back entrepreneurs to invest
outside Dhaka and
Chittagong.”

“If we can ensure that the
incentives will be effective.
Otherwise, only tax holiday
will not solve any problem
and entrepreneurs will not
feel encouraged to go and
invest there.”

Rahman said it would be
challenging to realise tax
from non-NBR (National
Board of Revenue) sources.

The CPD top official,
however, does not think that
the size of ADP is bigger.

“Tk 46,000 crore is about

five percent of our GDP I
don't think it is too large
because we will have a num-
ber of major investments in
the coming days.

“A number of new major
projects will also be added
further. The ADP size is not
big, but again, its implemen-
tation will be challenging.”

He said many projects,
most of which are old, are
due to be completed this
year, and the government
has to disburse funds on
time.

He welcomed the govern-
ment move to reduce rate on
national savings certificate
to five percent from 10 per-
cent. He thinks it will ease
pressure on the private
sector, as the government
plans to borrow more from
internal sources.

“The government should
even think whether it can be
brought down to zero,” he
said.

Brac Executive Director
Mahabub Hossain said the
government's reliance on
loan would go up further
through the budget.

“It will impact the poor,”
he said.

Renowned economist
Debapriva Bhattacharya
said the budget deficit may
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DEBAPRIYA BHATTACHARYA

increase by 0.5 percent to
one percent compared to
that of the outgoing fiscal
year.

"The income will increase
by one percent but the
expenditure, more specifi-
cally development spending,
will also rise. The question is
how the government will
meet the deficiency,” he said.

"Our recent experience
shows the government takes
more and more loans from
banks to meet deficit. This
may lead to non-availability
of resources for investment
from individuals, and inter-
estrate may shootup.”

Debapriya, also former
ambassador to the World
Trade Organisation, said
another challenge for the
government would be to get
funds released from foreign
sources.

“I have not seen imple-
mentation strategy in the
proposed budget for any
sector.”

Fahmida Khatun, chief of
the CPD research wing, said
the proposed budget would
not be sustainable unless the
government enhances
employment opportunities
or sources of income for the
people.

Special attention should
be given to financial and
revenue sectors to reduce
inflationary pressure, she
said.

Fahmida said the govern-
ment would have to take
effective measures for quick
release of foreign aid to make
them available for timely use.

MF Husain
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most highly prized - and
perhaps most controversial -
painter and his work sold for
millions of dollars.

His paintings of nude
Hindu goddesses angered
hardline Hindus who
accused him of obscenity. He
left India in 2006 and took up
Qatarinationalityin2010.

Husain has also made two
Bollywood films, although
both failed at the box office.

The maverick artist was
often called the "Picasso of
India" and influenced a
whole generation of artists in
the country.

Leading Indian artist
Anjolie Ela Menon said that
Husain's "enormous body of
work is matched by Pablo
Picasso's bodyofwork".

"Husain never aged. He
retained his energy, humour
and his amazing capacity to
work. He was restless, often
saying he never had a bed-
room in which he slept. He
was a nomad, a gypsy,"
Menon said.

Art critic S Kalidas said
Husain was painting until
two weeks before his death,
andled a "full life".

Social safety
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Finance Minister AMA

Mubhith proposed an alloca-
tion of Tk 22,556 crore for
SSNPs for fiscal year 2011-12,
which is 13.79 percent of the
national budget and 2.51
percent of the GDP.

Allocations for SSNPs
were Tk 19,497 crore in the
outgoing fiscal year and the
figure was revised at Tk
20,893.52 crore, which is over
16 percent of that year's
budget and 2.64 percent of
GDP Spending for SSNPs was
Tk 16,706 crore in 2009-10
and Tk 12,198 crore in 2008-
09.

The number of beneficia-
ries has gone down to 7.68
crore for the next fiscal year
from revised 8.08 crore in the
outgoingyear.

"It seems the government
has emphasised implemen-
tation of the programmes,"
said Prof Mustafizur
Rahman, executive director
of Centre for Policy Dialogue.

The government currently
runs a total of 84
programmes under the
SSNPs. In the proposed bud-
get, a number of new
programmes have also been
introduced to reach out to
the poor.

Some of the important
programmes are implemen-
tation of One House One
Farm Project, introduction of
Returning Home
Programme, establishment
of Disabled Service and
Assistance Centre and Child
Development Centre, formu-
lation of a Ration
Distribution Policy for free-
dom fighters and enhance-
ment of their allowances and
increased amount of allow-
ance and coverage of the
beneficiaries under the
safety net programmes.

Social safety nets, or "so-
cioeconomic safety nets”,
seek to prevent the poor or
those vulnerable to shocks
and poverty. On average,
spending on safety nets
accounts for 1 to 2 percent of
GDP across developing and
transition countries.

Safety nets in low-income
countries like Bangladesh are
increasingly being recog-
nised as effective tools to
reach out to the most vulner-
able groups.

Common interventions
vary from public works and
food-based interventions to
more recently cash and con-
ditional cash transfer
programmes.

Major SSNPs are employ-
ment generation programme
for the hardcore poor, vulner-
able group development
(VGD), vulnerable group
feeding (VGD), old age allow-
ance, rural maintenance
programme, freedom fight-
ers' allowance, open market
sale (OMS), test relief, gratu-
itous relief, food for work,
allowance for the financially
insolvent disabled, etc.

"Formation of a monitor-
ing committee and develop-
ment of a database will be

very helpful to make SSNPs
effective and sustainable,”

said Rahman of CPD.

He hailed the govern-
ment for introducing a pen-
sion insurance scheme,
which he termed a move to
social protection from social
safety net.

SIM tax
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(Subscriber Identity
Module) cards. Earlier, there
was no tax on SIM cards
based onits capacity.

The operators welcomed
the SIM card valuation pro-
posal, but expressed their
frustration over the SIM
taxes. They said the existing
and proposed 5IM tax would
not help the industry to
move ahead. They are still
hopeful that the government
would rethink to reduce
duties on SIM.

“It is utterly insignifi-
cant,” said Abu Saeed Khan,
secretary general of
Association of Mobile
Telecom Operators in
Bangladesh (AMTOB). “This
reduction cannot make any
difference to whatsoever
damage it has been causing
to the industry.”

Kazi Monirul Kabir, chief
communication officer of
Grameenphone, however,
said, “The reduction of duty
on SIM is a good move, but
government should review
taxes on the total sector.”

The phone users, how-
ever, pay about Tk 100 to Tk
150 for every SIM as the
operators subsidise the rest
with 15 percent VAT (value
added tax).



