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Govt should check 
its spending spree
Increased expenditure on low-
priority projects will further 
fuel inflation
We fail to understand the logic behind the government 
considering undertaking seven low-priority projects worth 
Tk 21,765 crore at a time of great economic challenges. The 
government had earlier suspended such low-priority projects 
at the beginning of the fiscal year in 2022 as part of its 
austerity measures. Evidently, the conditions and challenges 
that led to the suspension then haven’t changed. Why then 
has the government decided to change its policy regarding 
spending on less urgent projects?

Apparently, the government’s logic for taking up these 
projects, which concern propping up the rural economy, is 
that they would provide cash in hand for the rural people 
who are grappling with high inflation. The projects involve 
building roads, culverts and drainage systems, as well as 
expanding people’s scope of employment. All this sounds 
good on paper. For example, one of the projects concerns 
extending 1,149 km of roads to improve connectivity so that 
farmers can get a fair price for their produce. The problem, 
however, is with the timing. Is now the right time for the 
government to spend on such projects? 

As the government is planning a big budgetary deficit, 
which will be covered through massive borrowing, we can 
safely assume that this could further fuel inflation. Increased 
inflationary pressure would end up hurting the common 
people, including those living in rural areas, by lowering their 
purchasing power. So, that will basically bring them back to 
square one. Based on that logic, it seems the government’s 
drive for said projects is grounded less on economic 
rationales, and more on political factors. It is possible that the 
government, by increasing expenditure which could make 
people happy in the short term, is trying to win brownie 
points among rural voters during an election year. But that 
does not mean it’s a prudent decision for the economy in the 
long run. And as past experience shows, such projects could 
end up losing steam once the election is over. 

Given the severity of the economic challenges that the 
country and its people are currently facing, the government 
should refrain from making such rash expenditure decisions 
and focus on better management of its finances/resources. 
Instead of increasing spending on low-priority projects, it 
should prioritise increasing spending on social safety net 
programmes which can give people who are suffering the 
most some relief from the ongoing inflationary pressure. 

Nadim’s life could 
have been saved!
Stop normalising threats faced 
by journalists
We are extremely disheartened to learn that journalist Golam 
Rabbani Nadim, who was brutally murdered in Jamalpur 
recently, could have, in fact, been alive today had the 
authorities responded to his pleas for security. Before he was 
attacked, the 42-year-old was harassed by not only Mahmudul 
Alam Babu, the UP chairman whose supporters allegedly 
killed him, but also the upazila Awami League president, 
Shahina Begum, and her supporters. According to a report, 
Nadim made a complaint two months ago to Bakshiganj 
Police Station in Jamalpur that he was getting death threats 
after reporting on Shahina’s “misdeeds.” But police neither 
recorded his complaint nor did anything to ensure his safety. 
And so the inevitable happened.

As horrific as the tragedy is, it is harder to accept knowing 
that it could have been prevented. Who should we hold 
responsible for that? Is it the culprits and those behind them 
who orchestrated the attack, or is it the police that allowed 
it to happen? Given how crime and power intersect in our 
country, perhaps it is both. Both are beneficiaries of a deeply 
politicised administrative culture that allows abuse of power 
and criminal negligence to go unpunished. Journalists, 
whose job involves frequent interaction with those in power, 
are particularly vulnerable in this climate. From DSA cases 
to death threats to physical violence – most recently, for 
example, by Chhatra League leaders who beat up a journalist 
for sitting at a tea stall “without permission” – some form 
of intimidation is now an essential part of life for them, 
particularly district correspondents. 

It is these unchecked, everyday instances of harassment 
and the pervasive lack of accountability that eventually lead 
to precious lives being lost. Nadim’s murder thus serves as 
yet another reminder of how journalists are really faring 
beyond the rosy picture often drawn of their freedom by the 
authorities. This must change. We urge the government to 
take stern action against those responsible for the murder 
of Nadim and other slain journalists. As a nation, we must 
reverse the desensitised silence about the reality journalists 
continue to face. 

In light of the economic hardships 
Bangladesh has been going through, 
there were certain expectations from 
the national budget of 2023-24 fiscal 
year. But the proposed budget has 
been disappointing in that regard, 
seeing as it has failed to address some 
major economic concerns at present. 

Key macroeconomic targets 
detached from reality 

The FY2024 budget lacks consideration 
of the existing economic reality and 
the trend of the country’s economic 
performance in FY2023. The outgoing 
fiscal year has undoubtedly been 
challenging for the economy as 
there is pressure from both domestic 
and external sources, including 
the shrinking fiscal space due to 
low growth in domestic resource 
mobilisation, excessive dependence 
on bank borrowing to cover budget 
deficits including borrowing from 
the central bank, depreciating 
external sector balance and foreign 
exchange reserves, volatility in the 
dollar exchange rate, and, most 
importantly, high prices of essentials 
leading to the erosion of the people’s 
purchasing power. 

Unfortunately, these aspects 
were not recognised while making 
projections of key economic indicators 
that determine the performance of the 
economy. For example, the GDP growth 
target has been set at 7.5 percent in 
FY2024. This is much higher than the 
revised estimate for FY2023, which 
was brought down to six percent from 
7.5 percent in the revised budget. 

Investment is a vehicle of growth. In 
this case, while the public investment 
to GDP ratio has been kept close to 
that of FY2023, the expectation for 
private investment is set too high. In 
FY2024, private investment-GDP ratio 
is projected to reach 27.4 percent from 
21.8 percent. To achieve this growth, 
an additional Tk 404,097 crore will 
be required for the increased private 
investment, which is a 41.8 percent 
increase in nominal terms. There is no 
change in incremental capital output 
ratio (ICOR) that can boost this growth. 
Private sector credit growth, which is 

required for private investment, has 
been set marginally higher (15 percent) 
than that of FY2023. Indeed, private 
investment has been hovering around 
24 percent of GDP for many years. 
How this spectacular improvement 
with this ICOR and rate of private 
sector credit growth is possible within 
a year is unclear. 

Projections for the external sector 
have also been done in the same 
manner, ignoring the performance of 
FY2023. Growth of export, imports 
and remittances have been set at 12 
percent, 8 percent and 10 percent, 
respectively. However, during July-
May of FY2023, export growth was 7.1 
percent and remittance growth was 
1.1 percent. The import data available 
till April 2023 reveals that import 
growth as of April 2023 was negative 
at (-) 14.4 percent. Another important 
component of the external sector, 
the forex reserves, are estimated to 
reach $35.8 billion in FY2024, which 
was set at $34.6 billion in the revised 

budget of FY2023. As of June 7, 2023, 
the forex reserves were $29.8 billion. 
However, the budget does not report 
on what the net forex reserves are or 
what the accumulation of external 
payment arrears is. 

Some resource mobilisation 
measures need consideration

The challenge of domestic resource 
mobilisation has been a persistent 
issue in Bangladesh. Narrow tax 
net, high tax avoidance and large-
scale illicit financial flow could 
not be resolved in the absence of a 
meaningful reform of the tax system. 
As per an IMF conditionality, revenue 
mobilisation should be enhanced by 
an additional 0.5 percent of GDP in 
FY2024. Hence Tk 500,000 crore 
has been projected as revenue in the 
proposed budget. That is, revenue 
mobilisation is estimated to grow 
by 15.5 percent in FY2024. However, 

given the trend of revenue collection 
so far in the outgoing fiscal year, there 
could be a shortfall in collection in 
FY2023. Given the revenue collection 
trend till February 2023, the required 
growth will be more than 39 percent 
in FY2024. One hopes that this 
requirement can be reduced during 
the rest of the ongoing fiscal year. 
Even then, the growth has to be more 
than what is projected for FY2024.

On the other hand, reliance on 
indirect tax, which is not progressive, 
has been on the rise.

The new Income Tax Act, 2023 
has brought significant changes in 
the definition of “company.” The 
new definition includes educational 
institutions, NGOs, private 
foundations, cooperative societies, 
chambers and associations, societies, 
micro-credit institutions, government 
institutions, local authorities, and 
autonomous bodies. However, the 
inclusion of some organisations in 
this definition, including educational 
institutions and NGOs, is not justified 
and should be revised. Any additional 
tax on educational institutions will be 
passed on to the students. Besides, the 
NGOs are non-profit organisations. 
Their contribution to social 
development including women’s 
empowerment and educational and 
health services cannot be ignored. 

Abysmally low allocation for social 
sectors

The education budget as a share of 
the total budget increased slightly, 
from 10.67 percent in the revised 
budget of FY2023 to 11.57 percent 
in the proposed budget of FY2024. 
It has also increased slightly as a 
share of GDP – from 1.59 percent to 
1.76 percent. However, this is only 
a meagre amount compared to the 
needs of the country. The Eighth Five 
Year Plan states that the education 
budget should grow from two percent 
of GDP in FY2019 to three percent of 
GDP by FY2025. 

Though Bangladesh will graduate 
out of the Least Developed Country 
(LDC) status in 2026, its average 
education expenditure as a percentage 
of GDP during 2016-2022 was the fifth 
lowest among 41 LDCs.

The case of the health budget is no 
different. Here again, the allocation 
for health both as a share of the 
total budget and GDP has increased 
only marginally. For example, the 
allocation for health as a share of the 
total budget has increased from 4.5 
percent in FY2023 to 4.99 percent 
in FY2024. On the other hand, as 
a share of GDP, it has increased 
from 0.67 percent in FY2023 to 
0.76 percent in FY2024. The budget 
allocation on health per person per 
year increased by only Tk 70 – that is, 
from Tk 2,158 in FY2023 to Tk 2,228 
in FY2024. Because of low public 
expenditure on health, people have 
to cover a major part of their health 
expenses out of their own pockets. 
This out-of-pocket expenditure for 
health was 74 percent in 2020 (latest 
available data). In fact, over the past 
two decades, this expenditure shows 
an increasing trend in Bangladesh, 
whereas out-of-pocket health 
expenditure shows a declining trend 
in neighbouring India, Pakistan, 
Bhutan, Nepal and Sri Lanka.

The need for social safety net 

programmes (SSNPs) is felt now 
more than ever in the face of high 
inflationary pressure. The share of the 
SSNP budget both in the total budget 
and GDP has declined. In monetary 
terms, the increase is only 7.34 
percent – lower than the inflation rate. 
One of the limitations of the SSNP 
allocation is that many unrelated 
programmes – such as pension for 
retired government employees and 
their families, savings certificate 
interest assistance and agricultural 
subsidy – have been lumped with 
SSNPs. A careful assessment of the 
classification of SSNPs indicates 
that the share of social safety 
compatible programmes, which 
should be naturally included in these 
programmes, is on the decline. In 
FY2010, the share of SSNP-compatible 
schemes in the total SSNP budget was 
62.2 percent, which has come down 
to 29.2 percent in FY2024. As a share 
of GDP, too, it has declined from 1.6 
percent in FY2010 to 0.7 percent in 
FY2024. The social safety net budget 
excluding pension as a percentage of 
GDP decreased from 2.15 percent in 
the revised budget of FY2023 to 1.97 
percent in the budget for FY2024.

Measures to rein in inflation 
inadequate

Inflation has been the most important 
challenge in FY2023 as it has affected 
the majority of the population – 
poor, low-income, and lower middle-
income households. Wages, on the 
other hand, have not increased 
accordingly. According to the budget, 
inflation is expected to fall drastically 
to six percent in FY2024. One may 
recall that in FY2023, inflation was 
targeted to be 5.6 percent, which was 
revised upward to 7.5 percent later. 
Indeed, inflation throughout FY2023 
was above nine percent. Using the new 
base year 2021-22, the government has 
estimated annual average inflation at 
8.8 percent as of May 2023. However, 
there are very few commensurate 
measures in the new budget to relieve 

the inflationary pressure. 
Following the demand for a few 

years, the annual tax-free threshold 
for personal income has been raised 
to Tk 3.5 lakh from Tk 3 lakh. For 
women, elderly, physically challenged, 
war-wounded gazetted freedom 
fighters, and third-gender taxpayers, 
the respective thresholds have been 
raised as well. This is a welcome move 
in view of the impact of high inflation 
on low-income families. But this is 
not enough. Without more support 
through fiscal measures, inequality 
cannot be reduced. 

On the other hand, raising the tax-
free threshold for personal income will 
not help many low-income individuals 
since it mandates the submission of 
tax returns as proof when accessing 
a number of government services, 
which are used by both wealthy and 
poor individuals. Consequently, even if 
someone’s annual income is below Tk 
3.5 lakh, they have to pay a minimum 
tax of Tk 2,000. This conflicting 
requirement undermines the very 
essence of a tax-free income threshold.

There are no concrete measures to 
reduce the prices of essentials through 
fiscal measures. As mentioned above, 
instead of reducing the pressure, some 
fiscal measures will create pressure on 
the consumers as some of the fiscal 
measures will be passed on to the 

consumers by the producers in the 
form of higher prices. Allocation for 
direct support through social safety 
nets is inadequate. For example, old 
age allowance has been increased to 
Tk 600 from Tk 500, allowances for 
the widow, deserted and destitute 
women have been raised to Tk 550 
from Tk 500. Sadly, at a time of high 
prices of commodities, allocation for 
food-related SSNPs has declined by 
1.8 percent.

Budget preparation, 
implementation process 
should be inclusive

As the budget goes for the final 
approval before the end of June 2023, 
one does not know how much of these 
– and many other – concerns will be 
addressed in the final version. It has 
been a long-standing demand that an 
important national document such as 
the annual budget should be discussed 
and debated before it is formulated and 
approved. This will help design more 
practical measures based on realistic 
assumptions. However, there is a lack 
of interest and enthusiasm among 
the lawmakers for reviewing and 
scrutinising this important document. 
People’s voices are supposed to be 
brought by the public representatives 
to the national parliament as people 
elect them to perform such duties. 
Alas, this has always been neglected.

In the absence of any accountability, 
the formulation and implementation 
of the annual budget continues to 
be a routine exercise. As a result, 
transparency regarding public 
expenditure also suffers. The business-
as-usual mechanism of preparing and 
implementing the budget does not hold 
anyone responsible for not fulfilling 
the budgetary targets. If the national 
budget is to be taken seriously by the 
policymakers, there must be quarterly 
review of the implementation status 
to assess the outcome of budgetary 
measures in addressing the ongoing 
and emerging challenges.

Five concerns that the FY2024 
budget fails to address
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