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\i#» BUDGET in-depth
Target lower inflation

Muhith now aims for 6pc inflation next fiscal year

MD FAZLUR RAHMAN

Everyday essentials have remained
expensive for the last one year due to
high inflation and the government's
little control over local trade cartels
whereas international markets have
been relatively stable for quite a long
time.

The purchasing power of consumers
has continued to fall, as their income
has not kept pace with the rising
expenditure.

Food inflation shot up due to
disruption of supply caused by con-
secutive strikes and blockades at the
beginning of this fiscal year. It went
down by only 0.01 percentage point
in April from 8.96 percent in March.

Non-food inflation, however,
declined steadily from 7.4 percent at
the onset of the current fiscal year to
5.2 percent in April this year.

On the whole stable global com-
modity prices coupled with moder-
ately restrained monetary stance by
the Bangladesh Bank and currency
appreciation resulted in 7.5 percent
inflation of food and non-food essen-
tials in April, which was 0.5 percentage
point more than the government tar-
get.

"Hopefully, the budget framework
proposed [for FY 2014-15] in view of
the domestic and global perspectives
will support growth as well as contain
inflation. People will find their
aspirations reflected in it," Finance
Minister AMA Mubhith said in his bud-
get speech yesterday.

The high food inflation in the recent
months is largely explained by the
higher rice price at the retail level.

The prices of coarse rice went up 13
percent in 2013, according to state-
run Trading Corporation of
Bangladesh (TCB). The prices of all
other sorts of rice rose by 9-18 per-
cent.

The prices of flour (atta), potato,
powdered milk, broiler chicken and
onion went up.

Consumers, however, witnessed in
relief the prices of ruhi fish, sugar,
farm eggs, garlic, soybean oil and
lentil decline or remain unchanged,
as per the data of the TCB.

Separate researches show the cost of
living in Bangladesh went up by as
much as 11 percent in 2013 for an
increase in the prices of various essen-
tial food items, house rent and utility
bills.

However, in the international mar-
ket all the key commodity price indi-
ces, except for energy, declined
significantly in 2013, according to the
World Bank Global Economic
Prospects published in April.

The government is now aiming for
6 percent inflation in FY 2014-15,
though it has not achieved its goal of
7 percent in the outgoing fiscal year.

Overall inflation was 7.3 percent in
FY 2009-10, 8.8 percent in 2010-11,
10.6 percent in 2011-12 and 7.7 per-
centin 2012-13.

Muhith expressed the hope that
“the declining trend of food prices” in
the neighbouring country as well as
other countries will pull down the
prices of food grains in Bangladesh in
the coming days.

"The declining trend in food and
energy prices in the international
markets along with satisfactory

domestic agricultural production and
supportive monetary policy would
bring general inflation to around 7.0
percent by June 2014.

"The inflation will be reduced
further at the end of the next fiscal
year," Muhith said.

However, the target was set at a
time when the prices of food items in
the international markets increased
by 4 percent (between January and
April) putting an end to the declin-
ing trend since August 2012, said an
economist of the World Bank in
Dhaka.

Economists termed the inflation
target very ambitious, saying contain-
ing inflation within 6.5 to 7 percent
in FY15 will be a satisfactory achieve-
ment.

To achieve the target of 6 percent
inflation, food inflation has to be
brought down substantially, said
Mustafizur Rahman, executive direc-
tor of the Centre for Policy Dialogue,
alocal think tank.

Any substantial decrease in food
inflation would depend on the perfor-
mance of boro crop, the boro price
and the government's procurement
rate, he added.

“Inflation is expected to decline in
FY15 on continued policy restraint,
though higher wages and adjust-
ments in administered prices pose
upside risks,” the International
Monetary Fund said.

However, any rise in electricity and
fuel prices will ultimately increase the
prices of products whose production
relies on energy, making everyday
essentials dearer further.

Landlords guilty if tax dodged
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not depositing rents in the bank
accounts or for not following the
process properly,” said National Board
of Revenue (NBR) in a clarification
yesterday.

The revenue authority rolled out the
idea after it had found a huge number
of house owners out of the tax net.

Till April this year, the NBR identi-
fied 45,601 such home owners in the
country with 30,000 in Dhaka alone.

Sajjad Zohir, professor of
Economics at Brac University, however
believes the measure may encourage
negative practices both among the
landlords and the tax officials.

He said ideally the government
needs to encourage a move towards
such transactions that reduces depend-
ence on hard cash.

"Instead, we are observing that the
tax collecting authority is eyeing to use
that route to raise tax revenue, which
regular citizens are more likely to
perceive as punishment,” he argued.

"Payment through banking system is
obviously a positive step. But if the

government imposes the rule from the
perspective of revenue generation, it is
most likely to fail," he said, adding that
it also will leave wider scopes for tax
collectors to indulge in unfair practices.

"If we accept that there are tenants
who under-report ... the house rent
they pay, and there are landlords who
under-report their income, why would
one expect to oblige (to) the new
regulation of transacting through
banks?" Sajjad continued. "The pro-
posed plan, with no cost effective
measure for enforcement is likely to
encourage telling more lies."

NBR officials said the amount of tax
from house rents may not be signifi-
cant but it may bring transparency in
income statements of home owners in
major cities, particularly in Dhaka,
where house rents are exceptionally
high and a section of landlords live
solely on the income from rents.

Currently, government agencies,
companies, banks, co-operatives,
NGOs and educational institutions
themselves deduct 5 percent tax from
the payable house rents as advance tax.

No latest data is available from the
NBR on the amount of advance tax
collected from house rents. However,
in 2010-11, taxes from this area
amounted to Tk 95.81 crore, according
to the NBR annual report.

Insiders said the NBR did not go for
detailed study on the impact before
proposing the new move.,

Sajjad said the collection and the
rate of compliance in the deduction of
advance tax should have been
reviewed before imposing the tax on
individual house rents.

"Tax collector (NBR) is unlikely to
achieve the goal ... Instead of bringing
benefits, it will empower individual
tax inspectors to exercise (their) discre-
tionary power against weak home
owners and tenants, and the move will
antagonise people leading (to) further
depletion of (social) values," he said.

"However, the very first step towards
such an organised society may be to
promote the space for registered rental
agencies through which all rental
transactions take place,” S8ajjad
observed.
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schools," he said.
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not make any difference to those who send their children to

English medium schools. But most of them do not know | [
how many middle-class families send children to these

According to officials at the National Board of Revenue,
the VAT will not be imposed on government-approved
English version schools that follow English textbooks
published by the National Curriculum and Textbook Board.

The proposed budged seems to have dashed the hopes of
many middle-income people for owning a house in the capital.

Ower the last 10 years, Sabbir, who lives in a rented house
in Mirpur, has dreamt of buying an apartment in the
sprawling city. Now it will be even more difficult for him to

This year, the government proposed increasing signifi-
cantly registration fees of apartment and land in Dhaka and
Chittagong. The finance minister also suggested doubling
the net VAT on building construction sectors to 3 percent.

Sabbir said he expected that the government would
provide a low-cost financing scheme for apartment buyers.

Sabbir and his family members usually eat out at least
twice a2 month. It will cost them more as there will be an
increase in service tax on food items served even in non air-

LPG prices will also increase, as the government proposes
raising import duty on LPG cylinders to 25 percent from 5

“I have to depend on LPG for cooking due to low pres-
sure in gas supply,” said Sabbir.

He has a plan to replace his mobile phone with a 3G
enabled handset by this year. However, he has to pay more
for that too. The government proposes imposing 15 percent
VAT on mobile handsets at the import stage.

But Sabbir's salary remains almost the same. If all these
proposals are approved, his monthly savings will fall by at
least 8-10 percent, compared to that of last year.

Focus on quality

The rate and coverage of stipends for insolvent disabled and
disabled students have been enhanced. The budget pro-
posed to increase the number of disabled beneficiaries to 4
lakh and that of disabled students to 50,000 in FY 2014-15,
Also, the National Foundation for the Disabled will be
converted into a directorate immediately.

The budget proposed an allocation of Tk 20 crore to the
the disabled with
developmental disorder and Tk 5 crore to the trust for the
welfare of the physically challenged.

An allocation of Tk 50 crore has been made for children
welfare in the budget for the first time.
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Health not well Farmers to be unhappy
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The per capita health spending, which
is only $27 in Bangladesh, is the lowest
in the region despite high malnutri-
tion and mortality rates.

Nearly 39 percent children under
five are stunted and 35 percent
underweight, while maternal mor-
tality rate is 194 per one lakh live
births.

The under-five child mortality rate
is 53 per lakh, which is 43 per lakh
among the infants in Bangladesh.

"The proposed health budget is
frustrating. Because per capita health
spending must go down if increased
population, salaries for the health
ministry staff and inflation are
counted," said Dr Abdul Matin, a
member of Bangladesh Health Rights
Movement.

Despite rising health burdens
caused mainly by non-
communicable diseases like cancer,
diabetes and hypertension, the suc-
cessive governments are not paying
enough attention to the health sec-
tor, which is crucial in improving
the quality of human resources, he
said.

"While increasing the health alloca-
tion is of utmost importance, the
government must check corruption
and make better utilisation of its
money," Dr Matin added.

SURCHARGE ON TOBACCO

Muhith yesterday proposed to impose
one percent 'Health Development
Surcharge' on all imported and domes-
tically produced tobacco products, but
health experts said the idea of its
utilisation was not clear.

The fund received from the sur-
charge would be used for treatment
and rehabilitation of tobacco disease-
stricken people, he said, adding that
nearly 60,000 people die and 4 lakh
people become crippled every year in
Bangladesh due to smoking.

Dr Rashid-E-Mahbub, former
president of Bangladesh Medical
Association, however, posed a ques-
tion: "How will the government
determine who is tobacco disease-
stricken?”

[t would be best if the fund is set
aside for cancer hospitals or used to
prevent and reduce tobacco use, he
said.

More burden

"Many people have a notion that increasing the fees does
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Strategies, said farmers faced so much
of troubles in marketing vegetables,
especially potato, last winter due to
political turmoil.

“The authorities provided special
security to the readymade garment
industry for shipment, but nothing for
the poor farmers,” he observed.

Not only vegetables, farmers almost
regularly get low prices in jute and
paddy, which are major farm produces
in the country.

Though the government regularly
provided price incentives under food
grain procurement systems, it is basi-
cally the millers or traders who benefit
most out of it.

Dr Quazi Shahabuddin, former
director general of Bangladesh
Institute of Development Studies,
suggested that more storage facili-
ties and better transport system in
the remote areas be introduced for

efficient marketing of farm
produces that can help farmers get
fair prices.

Rezaul Karim Siddique believes
while researches on increasing farm
productivity must continue, espe-
cially as climate change poses
threats to agriculture production, it
is time the authorities went for vig-
orous researches on reducing post-
harvest wastage of crop, which is
now 10 to 15 percent. In case of
vegetables, wastage is up to 50 per-
cent, he noted.

Din Mohammad Alam, who is a
leader of Boraigram Development
Society, suggests that the government
establish a price commission, which
would fix prices of different produces
on the basis of total production cost
and declare it well ahead of time.

“Then we can plan accordingly and
go for production,” the farmer
observed.

Penalty for polluters
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industries to set up effluent treatment
plants (ETPs) at their premises and
make them aware of the harmful
effects of pollution, he said.

The Buriganga and other rivers
around Dhaka, including the Turag,
the Bangshi, the Balu and the
Shitalakkhya, and the Karnaphuli in
Chittagong have become highly
polluted owing to a dumping of
industrial and household wastes in
them.

Among them, the Buriganga, the
lifeline of Dhaka, is the most polluted,
with zero oxygen level in its waters for
nine months of a year because of toxic
tannery wastes from Hazaribagh being
dropped into it.

[n his speech, the finance minister
said the tanneries would be relo-
cated to Savar from Hazaribagh by
March 2015.

Apart from leather and dyeing,
industries such as brick kilns and ship
breaking also contribute to environ-
mental pollution.

In the annual development
programme of 2014-15, the govern-
ment has included two major projects
-- 'Water Pollution Abatement for
Environment Protection in Greater
Dhaka and Chittagong' and 'Introduc-

tion of Environmental Sound
Management of POPs in Ship Breaking
Industries' -- to protect the environ-
ment.

The government is negotiating with
donors to mobilise funds and imple-
ment these projects, as stated in the
budget.

To protect ecology, the government
has proposed a tax holiday for non-
polluting Hybrid Hoffman Kiln
(HHK) brickfields.

After allocating Tk 2,555 crore to
the Bangladesh Climate Change
Trust Fund (BCCTF) in the last five
fiscal years to implement different
projects, the government has
decided to reduce allocation in the
proposed budget.

Without mentioning the new
allocation to the BCCTFE Muhith said
the government would take steps to
increase the Bangladesh Climate
Change Resilience Fund (BCCRF) with
the assistance of development part-
ners.

The development partners have
already provided $186.9 million in
BCCRE In the proposed budget, the
government has also placed emphasis
on sustainable afforestation in the
coastal and char areas by allocating Tk
50 crore as block allocation.

Applications

Business Head Required

(civil/mechanical)
management/marketing & sales management experience are being
invited for the positions of General Manager, Business Operations
of a large marketing & manufacturing company. Age limit 40-50 years.
Please send your CVs to eshna.nahid@gmail.com by 12 June 2014 at

from Engineers

with business

the latest, clearly indicating the position interested in.
Eshna Management Services

C-546

CA/FCA Required

Applications from qualified/registered CAs/FCAs are being invited for
the positions of CFO and Head of Internal Control & Compliance in
a private commercial bank in Bangladesh. Age limit 40-50 years.

Please send your CVs to eshna.nahid@gmail.com by 12 June 2014 at

the latest.
Eshna Management Services

C-547

LIBS Ref. No. 2014-9112409

Invitation to Bid (ITB) to provide Courier Service for
distribution of mail, parcels,packages etc. to different
locations of Bangladesh

The UNICEF-Bangladesh is inviting interested companies with a
strong record and credibility of providing the above required
service. For detailed scope of work and how to submit bid offer-
please write to UNICEF at "supplybangladesh@unicef.org” or visit our

website:http://www.unicef.org/bangladesh/supply_4912.htm

Nneuro-

The deadline to submit proposal is 22 June 2014 by11:00 am.

Please note UNICEF does not charge any fee at any stage of
solicitation process.
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