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Biscuit,
sweetmeat
may be
cheaper

STAFF CORRESPONDENT, Ctg

The value added tax (VAT)
on locally made biscuits
and sweetmeat is likely
going to be reduced in
the national budget for
fiscal year 2023-24 being
announced today.

Meanwhile, prices of
plastic goods wused in
households and all types of
tissue paper may be raised
in the budget.

Prices of raw materials
used to make biscuits and
sweetmeat have increased
over the past few months
and a VAT reduction has
been sought from 15 per
cent to 7.5 per cent for
sweetmeat, said a finance
ministry official.

Similarly, a 5 per cent
VAT will be levied on
biscuits costing Tk 200 per
kilogramme (kg) and cakes
which cost Tk 300 per kg,
which earlier were Tk 150
and Tk 250 respectively.

READ MORE ON B2

Budget stuck in vicious cycle
ol non-implementation

SOHEL PARVEZ

The government is likely to fail
to implement its national budget
fully in the ongoing fiscal year
owing to policymakers’ over-
optimism and a lack of capacity
of public agencies.

If the current pace of execution
continuesin theremaining days of
2022-23, which ends on June 30,
it would be the 14th consecutive
year that the government would
fail to implement the budget.

“Of course, it is a vicious cycle,”
said AB Mirza Azizul Islam,
a former finance adviser to a
caretaker government.

“Every year, we allocate funds
but we can’t utilise the entire
amount. As a result, Bangladesh
is deprived of the benefit it
could have reaped from the full
implementation of the budget.”

For 2022-23, the government
has lowered its overall
expenditure plan to Tk 6.60 lakh
crore. The revised amount is 97
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per cent of the planned outlay of
Tk 6.78 lakh crore set at the start
of the fiscal year.

If the revised target is attained,
it would equal the highest rate
of implementation registered
in 2011. Bangladesh’s average
budget implementation rate
was 86 per cent since 2008-09,
according to the finance ministry.

Islam, who placed budgets
for 2007-08 and 2008-09, said
the main reason behind the
failure to implement the planned
budget is the incompetence

Are tax policies

addressmg mequahty?

of public officials and lack of
accountability.

“You will have to introduce a
system of accountability. There
should be a provision for reward
for success and punishment for
failure.”

Mustafa K Mujeri, executive
director of theInstitute of Inclusive
Finance and Development,
describes the budget-framing
process as highly political.

“And the reality is that we
see over-optimism in making
expenditure  plans as  the

e

Shahidul Islam

budget looks to accommodate
the demands of all sections of
society although we know it
will not be implemented. Those
who are involved in making the
projections are aware that the
targets will not be attained. Yet,
they keep setting higher targets.”

“Our implementation capacity
is not improving. But we do not
pay attention o ensure proper
execution.”

The former director-general
of the Bangladesh Institute
of Development Studies
said because of a lack of full
implementation, it has been
difficult to keep priorities.

“A higher amount of money
is being spent on building hard
infrastructure such as roads and
highways, while the expenditure
for soft infrastructure such as
education, health and social
protection is not expanding to
that extent. We are falling behind
in these important areas.”

READ MORE ON B3

cut subsidy expenditures, reduce tax exemptions,
and enhance revenue collection.

“During these adjustments, striking a balance
between the interests of various groups will be
critical. But in this tug of war, the voice of the
general people often can’t be heard,” Khan told
The Daily Star in an interview.

He said this was felt during the policy
adjustments in response to the ongoing crisis
brought on by the Russia-Ukraine war and a lack
of time-befitting measures at home.

Khan pointed out that the cuts in subsidies
for petroleum products, agriculture inputs or
electricity were frequent and drastic. In contrast,
the government appears to be hesitant while

READ MORE ON B2
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Bangladesh’s economy has been

growing at an average 6 per cent Corporate

annually for the last two decades.

Yet the country has witnessed a taX for banks’

:.spikc iq income and consumption lnsurers’

inequality. . . ’
Usually, fiscal policies, telcos llloglcal

particularly  those related (o

tax, are tools that are used to AHSAN HABIB

reduce inequality through the
redistribution of income.

But in Bangladesh, tax policies
are not able to address the issue
of inequality as 77 per cent of the
revenues are collected through
indirect taxes which fall on rich and
poor equally irrespective of their
income, exemptions and evasion
as well various loopholes in the
income tax system, according to

High corporate taxes on
banks, non-bank financial
institutions, merchant
banks, insurance companies
and telecommunication
companies are not logical
as their profit is not high
compared (o  capital,
said Shahidul Islam,
chief executive officer of
VIPB Asset Management

People wait patiently in a queue to purchase subsidised rice and flour
in Bogura. Many think the tax system in Bangladesh is not geared to
reduce income inequality.
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the indirect taxation system are the “As indirect taxes are by nature

five economists. same for the rich and the poor, the regressive, a greater reliance on Company.
Direct taxis generally progressive  amount paid by the poor is higher them, as opposed to direct taxes, Asset management
in principle as the tax is collected in proportion to their income. goes against the principle of companies collect funds 2 & et
on income. On the other hand, Hussain explained the rich and equity.” from investors and Bl AR RN S e ik
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indirect taxes such as value-added
tax or supplementary duties tend to
be regressive.

“Our statutory personal income
tax system is more progressive
than the system on the ground,”
said Zahid Hussain, a former lead
economist at the World Bank
Bangladesh.

“This is because of various tax
rebates and concessions that can
be used and abused to evade taxes.
So, instead of equalising, our direct
tax system is not progressive to the
extent it is designed to be.”

Although the tax rates under

He answered in the negative corporates and invest them
when asked whether the tax policies in the capital and money
and measures taken by the National markets.
Board of Revenue (NBR) over the The government
years have been able to address reduced corporate  tax
inequality and make economic for the listed and non-
development inclusive. listed companies by 2.5
“The direct tax GDP ratio has percentage points in the
declined over almost a decade. No Cuzrlglrllt ﬁscalvycar. d
attempt has been made to reduce But lhcc Cr(r)lfg(c)ra‘yg‘ia f(;gtc
the dependence on indirect taxes for fnancial institutions
and raise the rates of taxes on and  telecommunication
higher income brackets. On the

companies has remained
contrary, the corporate tax rate was unchanged. The rate is very
lowered.” ’

high for them.”
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the poor pay the same rate when they
buy a product, such as edible oil.

“But a Tk 15 VAT paid against
a purchase of Tk 100 by the poor
is likely to be a much higher
proportion to their income than
in the case of the rich. All indirect
taxes tend to have this feature.”

Rizwanul Islam, a former special
adviser for the employment sector
at the International Labour Office
in Geneva, says tax policy and
fiscal policy as a whole can have
a significant impact on income
distribution and moving towards
an equitable and just society.
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