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PRI-MCCI discussion on budget

Hitting revenue target key challenge
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Although the FY2021-22 budget favours businesses, its implementation will be the key challenge,
thanks to an uncertainty over meeting the revenue realisation target.

It will be tough for the government to achieve the revenue target without modernising the tax
collection system through digitisation and simplification.

Economists and analysts said this during a virtual post-budget discussion in the capital on Monday.

They said the hike in tax on mobile financial services (MFSs) would create more pressure on the
public and hamper the overall financial inclusion.

The webinar styled 'Bangladesh towards a Resilient Future - Protecting Lives and Livelihoods' was
co-hosted by the Policy Research Institute (PRI) and the Metropolitan Chamber of Commerce and
Industry (MCCI), Dhaka.

Planning minister MA Mannan addressed the event as the chief guest and chairman of Parliamentary
standing committee on finance ministry and former foreign minister Abul Hassan Mahmood Ali as
the special guest.

MCCI president barrister Nihad Kabir and PRI chairman Dr Zaidi Sattar jointly moderated the event
where member of parliamentary standing committee on public accounts Waseqa Ayesha Khan,
commerce secretary Tapan Kanti Ghosh, PRI executive director Dr Ahsan H Mansur, and MCCI
vice-president Anis A Khan spoke as guests of honour.

MCCI tariff and taxation subcommittee chairman Adeeb H Khan and PRI research director Dr MA
Razzaque presented keynote papers.

From the macroeconomic perspective, Dr Zaidi Sattar said, the FY22 budget is very positive for
businesses as well as for the welfare of the general public.

Bangladesh's economy is stable and still growing compared to many other countries even though the
pandemic is still hurting life and livelihood, he said.

"Opinion is mixed among local think-tanks on the economy but global researchers consider
Bangladesh's pandemic recovery a miracle of development."

The PRI chief said the export-led growth has been a development paradigm since the 1960s and
Bangladesh is still on the right track even during the pandemic.

Identifying priorities in the next budget was good for industrialisation while completion of at least
five to seven mega projects in next three to five years would help increase GDP growth by 1.0-2.0
per cent, he said.



When economies around the world have been witnessing a very high budget deficit, Bangladesh's
deficit of little over 6.0 per cent seems very realistic.

Lower reliance on foreign debt and somewhat stable inflation is also good indicators for the
economy, according to the PRI chairman. However, the main challenge would the implementation of
the budget as the tax-GDP ratio is still very low at 11 per cent only, he observed.

Besides, higher rate of public borrowing will impact private-sector financing as the government
plans to meet 55-per cent deficit from internal sources.

At the same time, the economist opined, high rate of non-performing loans would also become an
issue in credit flow to the private sector.

Welcoming protection measures for local manufacturers, he said the government should be careful
about too much protection as non-RMG sectors might find it more profitable to do business only for
domestic sector instead of finding export markets or going for export diversification.

"Out of 1,600 export products, 250 are RMG-related and 40 per cent of the rest have the enormous
export potential," Dr Zaidi Sattar cited.

He suggested that the government remove tariff barriers for the sake of export diversification.

Delivering his speech, Mr M.A Mannan spoke about discussions on data gap on different issues and
its quality.

Planning ministry has taken initiative to accumulate more data and quality analysis, he said, adding:
"Support from non-government research entities will also be appreciated if they want to support the
move."

Expressing scepticism over the idea of 'new poor', he said, "I believe the phenomenon of new poor is
temporary as the pandemic-hit people have already been in the recovery process."

The government has been providing cash aid to the destitute under different social safety-net
programmes while the prime minister has also been handing home ownership to thousands of

landless families.

Dr Ahsan Mansur said the government should reconsider the decision of increased taxes on MFSs as
the services have been contributing a lot to the financial inclusion of common people.

Citing that the tax-GDP ratio in FY21 came down to 7.5 per cent, he said the 11-per cent target for
FY22 seems quite unrealistic considering the present situation.

Without structural reform of the tax system, Dr Mansur said, it would not be possible to increase the
ratio.

He said disbursement of cash and other support to impoverished families were given based on an old
database while the reality of the new poor was totally neglected.

It might have a long-term impact on the country's fight against poverty reduction, he said.

Ms Nihad Kabir said support for local industries and multiple measures to generate more jobs would
have positive impacts on the national economy.



Terming the FY22 budget a bit different from the previous ones, she said this budget has come out of
the traditional approach but its success entirely would depend on the quality of its implementation.

Modernising the tax system could significantly increase collection without raising existing tax
ceilings or putting more pressure on the already tax-burdened sectors, Ms Kabir mentioned.

In his concluding remark, MCCI vice-president Mr Khan said insurance protection of businesses,
especially the small and micro ones, is much needed for resource mobilisation.

In terms of insurance penetration, he said, Bangladesh is one of the low performing countries
compared to its neighbours in the region.
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Vaccination Kkey to fast business revival
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A medical college student gets a jab at Mugda Medical College and Hospital in the capital on
Saturday when the nationwide vaccination campaign against Covid-19 resumed after a two month

break. Photo: SK Enamul Haq
Star Business Report

Vaccination of 12 crore more people within the next one year is a must to restore confidence and
revive Bangladesh's businesses and economy, said analysts yesterday.

Major trading partners have already vaccinated a majority of their people and normalcy have started
to be restored in their businesses and economy whereas Bangladesh is still lagging behind in
vaccinating its people, he said.



"Bangladesh needs 24 crore doses of vaccines and I hope the government will get businesses and
people vaccinated by the end of June next year. It is possible," said Ahsan H Mansur, executive
director of the Policy Research Institute (PRI).

"We do not have any benefit only discussing the money and economic growth. We do not have the
vaccine," he said.

Addressing a virtual post budget discussion, the former International Monetary Fund (IMF)
economist said there was really no allocation for the new poor in the budget.

The allocation for social safety net programmes, which includes freedom fighters and pension
schemes, has been increased, not for the new poor and cottage, micro, small and medium enterprises
(CMSME?s), he said.

Mansur said the total budget outlay of over Tk 6 lakh crore was not too big of an amount considering
the current size of the economy.

In 1972 the then finance minister Tajuddin Ahmed's budget amounted to Tk 700 crore, which was 15
per cent of the GDP, whereas the current amount is 17.5 per cent of the GDP, he said.

The discussion on "Budget 2021-22: Bangladesh Towards a Resilient Future, Protecting Lives and
Livelihoods" was jointly organised by the Metropolitan Chamber of Commerce and Industry (MCCI)
and PRI and attended by business chamber leaders, government high-ups, researchers and
lawmakers, including a minister.

Planning Minister MA Mannan echoed Mansur's views on vaccination. He acknowledged that
Bangladesh required vaccines on a priority basis.

"However, I am cynical about the behaviour of some rich countries. They are sending vaccines to
their favourite countries... (on) flights but some low income countries are not getting the vaccine,"

said Mannan.

Without mentioning any particular country, he said the government was looking east for cooperation
over securing vaccines as it believed that direction was a source of hope.

"Vaccine does not help survival of democracy, vaccines save people," said the minister.

On the issue of new poor, Mannan echoed the views of his colleague, Finance Minister AHM
Mustafa Kamal. Kamal last week said the new poor was a new, temporary phenomenon.

Mannan said the incumbent government has also created a lot of new rich and so the old rich should
come up to help the new poor.

The budget has been proposed to ensure justice, fairness and equity, Mannan said citing an example
of the prime minister on Sunday having allocated 53,000 houses for homeless people.

In a keynote paper, PRI Research Director MA Razzaque said attaining the government target of a
zero poverty rate would have been possible by 2030 had not the Covid-19 pandemic come about.

However, the target can be reached a bit late in 2038 even if the current economic growth continues,
he said.



Razzaque said had not the pandemic come about, Bangladesh could have added some $31 billion to
its GDP in the past one year.

However, despite a lot of challenges and difficulties, Bangladesh and China attained positive
economic growth, he said.

Moderating and co-chairing the discussion, MCCI President Nihad Kabir termed the proposed
budget more effective, pro-people and business friendly.

The budget's implementation and quality spending of the allocation are two major challenges for the
government, she said.

Kabir also said vaccination, employment generation and slowdown of economic activities were also
challenges for the government. "Revenue mobilisation is going to be tricky," she added.

Appreciating the reduction of corporate tax by the government, she also sought separating the tax
policy and collection wings of the National Board of Revenue (NBR).

Praising the country's macroeconomic stability, PRI Chairman Zaidi Sattar said if the government
could complete implementing five to six mega projects within the next few years, the GDP could

grow by an additional 1 to 2 per cent.

He said the government's 6.2 per cent budget deficit was proposed because of the fallouts of
pandemic.

"The Bangladesh economy is a development miracle," Sattar also said.
Adeeb H Khan, chairman of the MCCI's Tariff and Taxation Sub-Committee, urged the government
for reconsidering increasing tax on mobile financial service (MFS) providers, reasoning that it was a

rising sector in the country.

He said income tax should be applied only on income, not revenue. Advanced income tax and
withholding tax need to be reduced, he said, hoping for some structural changes in the VAT system.

Abul Hassan Mahmood Ali, chairman of the Parliamentary Standing Committee of the Ministry of
Finance, said the sole function of some people was to always defame the government.

"I became stunned when (name withheld as claim could not be verified) said the budget was a drama
in parliament...I did not expect such an irresponsible comment such a respected person," he said.

Commerce Secretary Tapan Kanti Ghosh, Rupali Chowdhury, president of the Foreign Investors'
Chamber of Commerce and Industry, Waseqa Ayesha Khan, chairman of the Parliamentary Standing
Committee on the Ministry of Power, Energy and Mineral Resources, and MCCI Vice-President
Anis A Khan also spoke.
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Dependence on import tax to limit new
export market access: experts
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A file photo shows goods-laden containers at the
Chattogram port. Experts on Monday said that trade policy options would become limited in
exploring new export market access after the country graduates from the LDC status due to high
dependence on import revenue in the proposed budget. — New Age photo

Experts on Monday said that trade policy options would become limited in exploring new export
markets after the country graduates from the LDC status due to high dependence on import revenue
in the proposed budget.

At a post budget discussion titled ‘Budget 2021-2022: Bangladesh Towards a Resilient Future
Protecting Lives and Livelihoods’, economists said that in order to achieve the growth target, priority
fiscal, financial and trade policy reforms would have to be addressed by future budgets in order to
keep flying the flag of economic achievements.

Metropolitan Chamber of Commerce and Industry and Policy Research Institute of Bangladesh
jointly organised the event virtually.

The government estimates one third of revenue to come from import tariff and other taxes and the
dependency on imports for revenue seriously compromises trade policy options, PRI research
director MA Razzaque said in a presentation.

He said that a very cautious approach to macroeconomic management had to be traded off with
options for more proactive fiscal interventions.

‘Without significant measures, including reforms for domestic resource mobilisation and increasing
implementation capacities, the national budgeting exercise is unlikely to change,” Razzaque said.

He said that the spending capacities in the health sector should be strengthened along with the quality
of spending and the proposed allocation for social protection must be substantially beefed up.

He observed that Bangladesh’s health spending was the lowest in the world but spending it was
apparently a bigger problem.

PRI executive director Ahsan H Mansur said that the government would have to adopt massive
vaccination programmes without which, the target of 7.2 per cent growth of gross domestic product
cannot be achieved.

He said that the proposed budget was very moderate in size and there was nothing for the new poor
people.

Mansur said that the problems of the people who had lost their jobs and incurred losses in business
due to the Covid outbreak should be addressed in the budget.

He said that there was a serious problem in the structure of the budget as wages, salaries and
pensions were increasing fast.



‘Given the target of 8 per cent average GDP growth during the next three years of the 8th five year
plan, every budget should contribute to deepening of the trade and tariff policy reforms to make
exports more attractive than domestic sales,” PRI chairman Zaidi Sattar said.

Protection for local industry was a must but it should not remain in place for an indefinite period, he
said.

‘The protection should be time-bound and performance-based as support for indefinite periods makes
a sector uncompetitive,” Sattar said.

In order to achieve 8 per cent growth target of the 8th five year plan, priority fiscal, financial and
trade policy reforms will have to be addressed by future budgets in order to keep flying the flag of

economic achievements, he said.

MCCI president Nihad Kabir said that the cut in corporate tax was a positive change in the proposed
budget and at the same time, the proposed tax benefit would be helpful for the local industry.

She said that the proposed budget for the financial year 2021-22 was not traditional and it was the
responsibility of the government to implement the budget efficiently and transparently.

Investors Chamber of Commerce and Industry president Rupali Chowdhury urged the government to
reduce the tax rate on the telecommunication sector for the sake of attracting more investment.

She said that the minimum income tax in the proposed budget was a burden for companies which
were incurring losses.

Planning minister MA Mannan said that the government was working to ensure justice, fairness and
equity in the country.

Regarding the new poor, he said that the problem was temporary as the government had created
many new rich and accumulated wealth in the last one decade.

Vaccine was a crucial for the country and Bangladesh would have to procure vaccines for the people,
the minister said.

Without naming any names, he criticised the activities of some of the developed and developing
countries over the vaccine issue.

Commerce secretary Tapan Kanti Ghosh said that the most of the demands made by the business
community were addressed in the proposed budget.

‘Our export is highly concentrated in readymade garments and we are working on product
diversification to meet the challenges of post-LDC graduation,’ he said.
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Covid-19 eats up $31bn from Bangladesh
economy this fiscal year: Study
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The size of Bangladesh’s economy in the ensuing fiscal year could be $31 billion smaller than what
it would have been without the Covid-19 pandemic, said a report.

Dr Abdur Razzaque, research director of Policy Research Institute (PRI) of Bangladesh disclosed
this at a virtual discussion on the proposed budget for FY 2021-22.

The Metropolitan Chamber of Commerce and Industry (MCCI) and Policy Research Institute jointly
organised the discussion.

Razzaque said despite challenging times, there have been some encouraging developments in
Bangladesh, that included recovery in export earnings and a boom in inward remittances. But there
are challenges too, he said

Rising unemployment due to the pandemic is a big concern, he said. Lack of reforms in critical areas
are another concern, Razzaque said.

He also expressed concern over the inadequate allocation in the health sector.

Not only Covid, but addressing the challenges of non-communicable diseases have now become
more important than ever before.

The challenges shown in his presentation is an apparent inertia about making progress on critical
reforms while budget implementation remained a key challenge.

Dr Zaidi Sattar, chairman of PRI, said Bangladesh is a model economy in the world. International
media presently sketches Bangladesh economy quite positively. In the areas of exports and poverty
alleviation, Bangladesh has achieved remarkable successes.

Planning Minister MA Mannan as the chief guest, emphasised on instituting justice in the society. He
said the government is committed to tackle poverty.



“But our revenue flow is very low now...we have to increase the flow for the sake of the people.”

Nihad Kabir, president of MCCI, chaired the event. Ahsan H Mansur, executive director of PRI and
Anis A Khan, vice president of MCCI also spoke among others.
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