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The national
2023-24 fiscal year arrives at a
time when Bangladesh’s comfort
zone of having macroeconomic
stability from strong growth and
the advantage of low international
prices have disappeared. Crafting

budget for the

a budget under the current
circumstances is unquestionably
difficult. Anybody sitting on the
hot seat at the finance ministry
would have to be juggling a lot of
things around to get the equation
of expenditure and income right
so that it benefits people from
all strata. During the ongoing
difficulties, which have partly
emanated from the pandemic
fallout and the Russia-Ukraine
war, achieving economic growth,
promoting investment, creating
job prospects, maintaining a stable
external sector, and reducing
poverty and inequality are tough.
But the Herculean task is bringing
down the prices of essentials and
containing inflation, as the lives
of poor, low- and lower-middle-
income households continue to be
afflicted due to high prices.

In the context of an
unprecedented economic crisis,
how the finance minister would
design the FY2024 budget was a
matter of both curiosity and worry
for the citizens of the country.
But now that it has been unveiled,
there is not much in it to make us
feel better in terms of its focus and
measures.

Budget deficit and resource
mobilisation

The imbalance between
expenditure and revenue is
a regular phenomenon in

Bangladesh, which leads the
government to borrow both from
domestic and foreign sources. For a
long time, the economy maintained
its budget deficit at below five
percent. In the revised budget
of FY2022-23, the deficit was 5.1
percent of GDP, and the FY2023-
24 budget proposes it to be 5.2
percent of GDP. What is worrying is
that a big part of this deficit will be
financed with resources from the
banking system. The government
borrowed from the banking system
much more in the outgoing fiscal
year than what was projected in
the budget originally. It was more
disturbing that the government
borrowed high-powered money
from Bangladesh Bank this fiscal
year.

With limited resources for
development spending, low tax-
GDP ratio, and the commitment
to the International Monetary
Fund (IMF) to increase revenue
mobilisation by Tk 65,000 crore,
the finance minister has resorted
to desperate measures (o generate
higher revenues in the proposed
budget. Hence, even though the
revenue shortfall in the current
fiscal year was high till February
2023, and indeed the growth
during July-February of FY2023
has been (-) one percent lower than
the same period in FY2022, the

target for FY2024 has been set at
10 percent of GDP. Achieving this
growth will be challenging, given
the trend of not being able to meet
revenue targets over the last several
decades.

In order to achieve this target,
it is crucial for the authorities
to address the larger issues of
expanding the tax net, exploring
new sources of tax, reducing
tax evasion, modernising the
National Board of Revenue (NBR),
and implementing e-governance.
Higher revenue collection is not
possible if the focus is primarily
on targeting individuals and
sectors that are already within
the tax system. The NBR earlier
identified new areas and sectors
outside the existing tax net. This
exercise has to be implemented
through unpopular measures. As
more individuals and institutions
come under the purview of the
tax department, tax revenue
will naturally increase. Also, the
current tax structure, which relies
on indirect tax — which is regressive
and discriminatory in nature -
must be changed.

In the context of

an unprecedented
economic crisis, how
the finance minister
would design the
FY2024 budget was

a matter of curiosity
and worry. Now that
it has been unveiled,
there is not much in it
to make us feel better.

Development expenditure and
ADP

The growth target of public
development expenditureis slightly
higher than the revised target of
FY2023 as a percentage of GDP.
The shortfall in implementation
of  development  expenditure
reflects the government’s limited
utilisation capacity. Indeed, the
target for the Annual Development
Programme (ADP) of the outgoing
fiscal year has also been adjusted
downwards. Till February 2023, the
implementation of development
expenditure was only 37.6 percent.
Over the years, the size of ADP
has consistently been around
five percent of GDP, which is
inadequate for propelling the
country forward. This low level of
public investment also hampers
private investment and discourages
foreign investment.

Relief from price hike?

Unfortunately, the national budget
in Bangladesh has become a tool
to extend benefits to wealthy and
powerful groups, whileignoring the
suffering of low- and fixed-income
families. No wonder inequality is
on the rise despite the increase in
per capita income. The Household

Income and Expenditure Survey
(HIES) 2022 of the Bangladesh
Bureau of Statistics (BBS) revealed
how inequality has been on the
rise since 2010. Indeed, the Gini
coellicient, which is an indicator of
inequality, has been rising over the
years, reaching 0.499 in 2022 from
0.458 in 2010.

The government has set the
inflation target at six percent for
FY2024, but the proposed budget
does not provide much promise
for containing the inflationary
pressure and giving some respite
to the people from the pressure
on their pockets. Unfortunately,
our policymakers have been
consistently blaming international
prices as the culprit for high prices
in the domestic market. Hence,
they identily the existing high
inflation, which has been hovering
around nine percent throughout
the vear, to be an imported one.
Initially, following the start of
the Russia-Ukraine war, when
prices were high globally, a major
component of domestic inflation
was external. But now everyone
knows that the prices of items that
Bangladesh imports have been
declining on the international
market consistently. Therefore,
measures to tackle inflation
should also be tailored according

to reality.

On a positive note, the
government has increased the
threshold of tax-free annual

income from Tk 3 lakh to Tk
3.5 lakh. But this measure will
not benefit many low-income
individuals as those who will
avail government services need (o
provide proof of income tax return
submission. So, in the process,
they will have to pay a minimum
tax of Tk 2,000 even if their annual
income is lower than Tk 3.5 lakh.
This contradicts the very concept
of tax-free income threshold.

Time and again, the need
for fiscal measures in terms of
reducing value-added tax (VAT)
on imported essential items
for a certain period of time has
been advocated. This should
be Dbolstered by direct support
measures, such as expansion of the
social protection system. Measures
such as open market sales of
more commodities and higher
allowances for the poor must be
expanded both in volume and
value. The poor and low-income
segment of the population cannot
be punished for the squeezed fiscal
space that has been created due
to the government’s inability to
enhance its revenue mobilisation
efforts.

The annual budget is a tool
for helping people to survive and
thrive as the government presents
various fiscal measures having
implications for people from all
walks of life. Given the current
context, it was expected that
the budget would focus more on
addressing the critical immediate
issues, while suggesting solutions
for the medium term. However,
the government once again
expressed its obsession over
growth, which is set at 7.5 percent,
without any guidance on how it
could be achieved in this difficult
time. Ironically, people are not
interested in GDP growth given
that they are being choked by the
upward price spiral. They only
want to breathe.
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There is no fairytale end to the war
in Ukraine, in which Ukraine defeats
Russia on the battlefield and then
joins Nato. The war can end with a
safe and secure Ukraine, indeed with
Ukraine a member of the Furopean
Union. But it cannot end with
Ukraine in Nato. Russia has fought
the war over that issue, and could
possibly escalate to a nuclear war to
avoid Nato enlargement to Ukraine.
A lie the West tells itself is that
the war was “unprovoked.” The word
“unprovoked” is invoked incessantly,
in President Joe Biden’s major speech
on the first-year anniversary of the
war, in Nato statements, and in the
media. The New York Times editorial
pages alone have included at least
26 editorials, opinion columns, and
op-ed pieces that have described the
Russian invasion as “unprovoked.”
Yet, the war and Russian invasion
were provoked by the issue of Nato

enlargement, just as leading US
diplomats had warned about for
decades.

There were in fact two Nato-related
provocations. The first was the US
intention to expand Nato to Ukraine
and Georgia, which would surround
Russia in the Black Sea region with
Nato countries (Ukraine, Romania,
Bulgaria, Turkey, and Georgia,
in counter-clockwise order). The
second was the US role in the violent
overthrow of Ukraine’s pro-Russian
president, Viktor Yanukovych, who
had pushed Ukraine’s neutrality. The
shooting war began nine years ago,
with the installation in Ukraine of a
US-backed, Russophobic government
intent on joining Nato.

The US government refuses to
discuss these roots of the war. To
recognise them would undermine
the Biden administration in three
ways. First, it would expose the fact
that the war could have been avoided,
or stopped early, sparing Ukraine
its current devastation, and sparing
the US more than $100 billion in
outlays to date. Second, it would
expose President Biden’s own role
in the war dating back to 2014 and
earlier, as a staunch advocate of Nato
enlargement and participant in the
overthrow of Yanukovych. Third, it
would lead to the negotiating table,
which the administration avoids
as it continues to push for Nato
expansion.

Admitting that Nato expansion
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provoked the war would also
undermine decades of US policy.

In 1990, as the archives show
irrefutably, US and Germany
repeatedly promised Soviet President
Mikhail Gorbachev that Nato would
not move “one inch eastward” when
the Soviet Union disbanded the
Warsaw Pact alliance. Nonetheless,
US planning for Nato expansion
began in the early 1990s, well
before Vladimir Putin was Russia’s
president. In 1997, national security
expert Zbigniew Brzezinski detailed
the Nato expansion timeline with
remarkable precision.

US diplomats and Ukraine’s
own leaders knew well that Nato
enlargement could lead to war.
The great US scholar-statesman
George Kennan called enlargement
a “fateful error,” writing, “Such
a decision may be expected to
inflame the nationalistic, anti-

Western and militaristic tendencies
in Russian opinion; to have an
adverse effect on the development
of Russian democracy; to restore the
atmosphere of the Cold War to East-
West relations, and to impel Russian
foreign policy in directions decidedly
not to our liking.” President Bill
Clinton’s  Secretary of Delense
William Perry considered resigning
in protest against Nato enlargement.
(Last year, Mr Clinton dismissed out
of hand the idea that Nato expansion
was to blame for the war. “I think we
did the right thing at the right time,”
he said.)

In 1998, then US ambassador to
Russia and now CIA director, William
Burns, sent a cable to Washington
warning at length of grave risks of
Nato enlargement, “Ukraine and
Georgia’s Nato aspirations not only
touch a raw nerve in Russia, they
engender serious concerns about
the consequences for stability in
the region. Not only does Russia
perceive encirclement, and efforts to
undermine Russia’s influence in the
region, but it also fears unpredictable
and uncontrolled consequences
which would seriously affect Russian
security interests. Experts tell us that
Russia is particularly worried that
the strong divisions in Ukraine over
Nato membership, with much of the
ethnic-Russian community against
membership, could lead to a major
split, involving violence or, at worst,
civil war. In that eventuality, Russia

would have to decide whether to
intervene — a decision Russia does
not want to have to face.”

Ukraine’s leaders knew clearly that
pressing for Nato membership would
mean war. Former Zelensky adviser
Oleksiy Arestovych declared in a 2019
interview that “our price for joining
Nato is a big war with Russia.”

During 2010-2013, Yanukovych
pushed neutrality in line with
Ukrainian public opinion. The
US worked covertly to overthrow
Yanukovych, as captured vividly
in the tape of then US Assistant
Secretary of State Victoria Nuland
and US Ambassador Geoflrey Pyatt.
Nuland makes clear on the call
that she was coordinating closely
with then Vice-President Biden and
his national security adviser Jake
Sullivan, the same team now at the
centre of US policy vis-a-vis Ukraine.

After Yanukovych’s overthrow,
the war broke out in the Donbas,
while Russia quickly claimed Crimea.
The new Ukrainian government
appealed for Nato membership, and
the US armed and helped restructure
the Ukrainian army to make it
interoperable with Nato. In 2021,
Nato and the Biden administration
strongly recommitted to Ukraine’s
future in Nato.

In the immediate lead-up to
Russia’s invasion, Nato enlargement
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was centre stage. In December 2021,
Putin proposed a draft Nato-Russia
treaty calling for a halt to Nato
enlargement. Russia’s leaders put
Nato enlargement as the cause of war
in Russia’s National Security Council
meeting on February 21, 2022. In his
address to the nation that day, Putin
declared Nato enlargement to be a
central reason for the invasion.

Could a deal to halt Nato expansion
in return for guarantees of Ukrainian
sovereignty have avoided the war?
We'll never know, but the Biden
administration refused to even try.
In March 2022, Russia and Ukraine
reported progress towards a quick
negotiated end to the war based on
Ukraine’s neutrality. According to
Naftali Bennett, former Israeli prime
minister who was a mediator, an
agreement was close before the US,
UK, and France blocked it.

The past shapes the future. Only
by understanding the roots of the
war can we also understand the way
to end it. The US risks an escalation
to nuclear war by continuing to push
Nato enlargement on the Ukrainian
battefield. The US should push
Russia to leave Ukraine in return for a
commitment to Ukraine’s neutrality,
akin to the Soviet army’s retreat
from Austria in 1955 predicated on
that country’s neutrality. The way to
end the war is through negotiations
that secure Ukraine’s sovereignty
and security without the US
simultaneously aiming to surround
Russia with Nato states.

ACROSS 38 Undiluted
1Seaport setting 39 Shabby bars
6 Diner seating 41 Wise words
choice 45 Pal, to Pedro
11 Spotted horse 46 Wall art

12 Boise’s state 47 Honeydew, for
13 Mayflower one

name 48 Compete in
14 Board, asabus abee

15 Mature

17 Take to court ~ DOWN

18 Like some 1 Busy one in
G-rated films Apr.

22 Ore source 2 Squeak stopper
23 Ford follower 3 In addition

27 Goads on 4 Angry

29 Depart 5 Polynesian

30 Greet a nation

general 6 “So what?!”

32 Passed with 7 Keats work
case 8 Feedbag fill
33 Sphagnum 9 Bible pronoun
35 Had lunch 10 Sharpen

16 Series-ending
abbr.

18 Swiss peaks
19 Nick Charles’s
wife

20 Pop star

21 Invented

24 Folded food
25 Nights before
26 Some wines
28 Nero, to
Augustus

31 Water, in
France

34 Streetcars

35 First person
36 Clock reading
37 Wicked

40 Sense of self
42 “— we there
yet?”

43 Lass

44 Building wing

WRITE FOR US. SEND US YOUR OPINION PIECES TO

dsopinion@gmail.com.

TUESDAY’S ANSWERS

TIOIN|A|L T TIAIN
AlTIO|N| E AIDIO|IR|E
MIO|T|I |F Cl|lOM]I | C
POl I |IN|T|S AlS | K
E|L|F AIEIRIA|TI|IE|S
RIE]Y LIA]I]IID|IO|N
CIOINIG|O

S| TIAIN|IC|H AlF|T
TIWIO|F|IE|E|T C|O|wW
RIE|D S|A|IF|IA|R]I
A|IDIA|IG|E Wil |IDIE|N
PIEJTIE|IR AIN]I S| E
SINIEJE|R YIE|IA|T|S




