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Reactions

MCCI terms budget as bold,
forward-looking

Due execution, quality of public spending among major challenges
FE Report | June 05, 2021 00:00:00

Congratulating Finance Minister A H M Mustafa Kamal, the Metropolitan Chamber of Commerce
and Industry, Dhaka (MCCI) has said the budget for the upcoming fiscal year (FY), 2021-22, is
'courageous and forward looking', as it sets goals for bringing back lives and livelihoods to a
reasonably stable situation without worrying too much about any deficit and lack of growth.

The MCCI thinks that this year's budget cannot be treated like any regular budget.

However, the major challenges remain, the trade-body thinks, in proper implementation and ensuring
the quality of public spending, if the nation is to obtain full benefits of the proposed budgetary
allocations as well as fiscal and other incentives. The MCCI made the observations in a statement,
sent by its President Barrister Nihad Kabir on Friday.

The chamber appreciates the emphasis placed on issues such as: prioritising spending on health,
including capacity development and vaccine management, enhancing social protection, creating
employment opportunities, solving multidimensional problems of the youth and women, developing
the agriculture sector, and needs for a business-friendly tax regime.

In order to really reach benefits of the budgetary allocations in the relevant sectors, more specific
guidance is expected from the final document.

The MCCI applauds the finance minister for keeping in mind the national development goals and
visions while preparing the budget and proposing measures to implement effectively the
government's 'Comprehensive Plan' to overcome the possible negative impacts of the pandemic on
the economy and the people.

Under this plan, so far, the government has introduced 23 recovery packages with a combined value
of Tk 1,284.41 billion, which is approximately 4.2 per cent of the revised budget of FY 2020-21.

The FY 22 budget has set a target of 5.3 per cent inflation and 7.2 per cent growth in gross domestic
product (GDP) by keeping the industrial sector afloat through continuation of the ongoing incentive
programmes as well as reining in the increase in poverty rate through expansion of the social security
programes.

In light of the disruptions, already caused to the economy, and probably further disruptions, the
MCCI thinks it is possible that the budget deficit in the end may be more than the targeted amount.



The trade-body, since the onset of the pandemic, has suggested that the government should use the
headroom accrued through prudent fiscal management in the past years to break out of its self-
imposed budgetary deficit limit of around 5.0 per cent in order to finance expenditure in public
projects, incentive packages, Covid-19 management and related health sector expenditures in order
to protect the lives and livelihoods of the citizens.

The MCCI is pleased to note that the budget has not been constrained by the 5.0 per cent limit on
deficit, instead has increased it as required in the current circumstances.

At the same time, the trade-body strongly urges the government to use all available channels to
pursue all the different lower-cost sources of funding being made available internationally - in order
to reduce the pressure on domestic resource mobilisation as well as keep the budget deficit duly
funded.

The MCCI believes that the first priority of the government would be to ensure the health and
economic security of the citizens as far as possible.

The government should not hesitate to increase the deficit, if it is required for essential expenditure,
infusing funds into the economy and raising aggregate domestic demand, it opines.

It must be appreciated that the previous several years of prudential macro-economic management,
including keeping the budget deficit at or close to 5.0 per cent, has created the headroom, which may
now be used to expand the deficit in this emergent situation, if needed.

The MCCI thanks the government for giving priority in the upcoming budget, to the five essential
sectors for protection of live and livelihoods, which are the health sector, continuation of
implementation of the stimulus packages to address the financial and economic impact of the
pandemic, the agriculture sector in order to ensure food security, overall development of human
resources including education and skills enhancement, and rural development and job creation.

The chamber appreciates the allocation of Tk one billion in the FY 22 budget for research on various
issues of healthcare and medical education.

It believes that the upcoming fiscal year may be one of the most challenging years from the
perspective of fiscal management due to the present economic slowdown caused by Covid-19, not
just in Bangladesh, but globally.

Revenue mobilisation would be a daunting task, given the proposed tax concessions and
administrative forbearances that would have to be allowed in practice to individuals and institutions
in this very difficult time, it says.

Because of the sluggish tax collection by the NBR (only 65.64 per cent of the yearly revised target
up to April) in the present fiscal, the proposed budget sets an equivalent target of Tk 3,300 billion for
the upcoming fiscal year.

Besides, the budget has not indicated any specific reform and restructuring of the tax policy and tax
administration to enhance its capacity and deliver the right kind of public services, which in turn
would increase revenue collection without over-burdening already compliant taxpayers, the trade-
body opines.

The MCCI, as always, advocates for meaningful structural changes in tax administration, which
would allow for an effective tax collection mechanism without burdening the good taxpayers, while



also bringing into the net many others who earn high amounts of taxable revenue but do not pay the
requisite tax.

The chamber thinks that underdeveloped communication and education infrastructure, weak energy
transmission and distribution infrastructure, and bureaucratic bottlenecks are still the major
impediments to the growth of the economy.

Also, shortfall in the NBR revenue collection and weak ADP implementation are worrying.

The MCCI appreciates the plan for reduction of corporate tax rates by 2.50 per cent. The chamber
thinks it is a step in the right direction to meet the long-time demand of the business community to
bring the corporate tax rates in line with regional competitor countries.

In order to obtain the full benefits of this reduction, however, the existing maximum allowable limits
of legitimate business expenditures, such as promotional and travelling expenses, arbitrary
disallowance of other expenses, and high and irrational rates of tax deduction at sources (TDS)
would have to be rationalised and/or removed, as the case may be.

Discretion in the levy and collection of taxes, which often results in an effective higher rate, in these
difficult times, would discourage investment in the private sector, where such investment has already
suffered a significant reduction due to the pandemic, and therefore must be curbed, it opines.

The MCCI is also disappointed that no step has been taken in the budget for reduction or elimination
of advance income tax.

In this connection, it is noted that the budget proposes an increase in the corporate tax rates for
mobile financial service (MFS) providers. MFS, as an industry, is still in its nascent stage in
Bangladesh.

But even now it has significantly improved financial inclusion, and more than 110 million MFS
accounts are in operation now. It has had a huge role in providing financial services to lower income
and previously unbanked people in the country.

Increasing their tax rate steeply at the time of pandemic, and effectively disallowing a large portion
of their promotional expenses would cause a slowdown of the growth of MFS services and send a
wrong signal to investors and users alike amidst all the positive signals of the budget.

The MCCI has always advocated that the minimum turnover tax is totally contradictory to the
principles of income tax. Income tax should be imposed on businesses only on their taxable profits,
not on revenue or other funds. Also, the minimum turnover tax is not logical during the pandemic
period. The chamber opines that the minimum turnover tax be eliminated.

The MCCI welcomes the proposed income tax exemption of up to 10 years for newly established
hospitals, agriculture and fruit processing industries, milk producers, producers of milk products,

new areas in the IT sector, domestic manufacture of electronic home appliances, light engineering
and skill development, vocational training institutes, and 'Made in Bangladesh' brands, etc.

"This will help to develop import substitute industrialisation, which will ultimately increase
employment generation as well as save foreign currency," it says.

Welcoming 25 per cent tax on one person company (OPC), the MCCI also calls for rationalising the
minimum requirement of paid-up capital of Tk 2.5 million for OPCs, in order to attract small and
new start-up entrepreneurs.



The minimum paid-up capital requirement is not even applicable to unlisted private and public
limited companies, and hence should be removed from the law.

The chamber appreciates the plan to reduce advance VAT rates to make it more business-friendly in
the budget for FY 22.

Budget to incentivising local production is appreciated. At the same time, the MCCI is disappointed
that much needed structural reforms to VAT law (and incorporated in the original version of VAT
Act 2012) have not been proposed in this budget.

In particular, the MCCI strongly advocates deletion of Input-Output Coefficient, reduction of the
limitations placed on claiming input rebate, easing of the requirements for central registration, and
reduction of the scope of deduction of VAT at source.

The trade-body is pleased to note that the FY 22 budget is extending tax exemption facilities until
2024 to some new IT sector services (cloud service, system integration, e-learning platforms, e-book
publications, mobile application development services, and IT freelancing), which will take the
dream of building a Digital Bangladesh one step further.

The chamber notes that the maximum limit of investments by individual taxpayers to get tax rebate is
reduced to Tk 10 million in the upcoming FY budget, compared to Tk 15 million now.

This would have a negative effect on both savings rates, which need to be increased in order to
increase private sector investment to the desired levels, as well as investments in the capital market,

it mentions.

The MCCI appreciates non-renewal of the opportunity of whitening black money by paying only 10
per cent tax.

It expects that the government would reconsider its strategies for employment creation in a more
specific way, so that those who have lost their jobs during the pandemic can return to the job market
soon.

The recovery trajectory of the global economy is still uncertain due to the ongoing pandemic.
Therefore, the MCCI feels that there should be an interim evaluation of the budget after three
months, and every three months for the next year, so that, if required, it can be restructured and
revised accordingly.

As there are still so many 'unknown unknowns' to be dealt with in regard to the pandemic and its
ongoing effect on society and economy, the need of the hour is flexibility to deal with situations and

requirements swiftly as they arise, it adds.
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Economists, business leaders call for framing
virus-centric budget
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Tk 150 billion

should be allocated for the vaccination
programme

Tk 10 billion

should be allocated for new poor

The tax rate for legally earned
undisclosed money should be similar
to that of the honest taxpayers, not 10
per cent

- ————————————————————

Corporate tax should be slashed by
2.5% for three years, in phases, to
bring it down to 25%

Economists and business leaders on Tuesday unequivocally criticised the existing budgetary
provision for legalising 'black money' and said the opportunity is biased against the honest taxpayers.

They also urged the government to frame a 'pandemic-focussed' budget for the upcoming fiscal year
(FY) rather than being obsessed with the GDP growth data.

There should be substantial allocations for vaccination, new poor, micro, cottage, small and medium
industries and tax incentives for luring investment in key economic sectors, they said.

They made the observations and suggestions at a virtual pre-budget webinar titled 'Macro Economy:
Expectation from National Budget 2021-22'. The Institute of Chartered Accountants of Bangladesh
(ICAB) and the Economic Reporters' Forum (ERF) organised the event jointly.

Dr Mashiur Rahman, economic affairs adviser to the Prime Minister, attended the webinar as the
chief guest.

Senior economists, presidents of major trade bodies, researchers and accounting professionals took
part in the discussion, moderated by former president of ICAB Mr Humayun Kabir.

ICAB president Mahmudul Hasan Khushru delivered the welcome speech while vice presidents
Sidhartha Barua and Md Abdul Kader Joaddar, and council member of ICAB Mohammad Forkan
Uddin also spoke at the webinar.

Dr Mashiur Rahman said reforms in the financial and revenue sectors need to be carried out
throughout the year while tax collection should be increased in line with the market value of goods
and services.

He also suggested people not to depend only on the government for health services that are running
at full capacity.



Dr Mustafizur Rahman, distinguished fellow of the Centre for Policy Dialogue (CPD), said the
government should now concentrate more on spending in the priority sectors only rather than
thinking about the budget deficit.

"It is unfortunate that we are neither able to earn nor spend," he added.

He laid emphasis on employment generation and providing benefits to the domestic manufacturing
sectors by revisiting the import benefits.

"Some in-built weaknesses remained since the pre-Covid period. Those include poor revenue
mobilisation and sluggish investment," Rahman said.

Dr Rahman also suggested reinstating 30 per cent highest tax rate for individual taxpayers and
discontinuing the black money whitening scheme.

He said that the well-off section of the society got the benefit of reduction of highest tax rate by 5.0
per cent which is an anti-equity measure.

Dr Ahsan H Mansur, executive director of the Policy Research Institute (PRI), felt that at least Tk
150 billion should be allocated for the vaccination programme.

He also suggested extending support to develop the capacitates of domestic industries on
vaccination.

Strategic investment is also required to ensure vaccination supply, he added.He proposed allocation
of Tk 10 billion for the new poor.

The government should focus on reforms rather than imposing huge revenue target which is not
achievable, he said, adding thatspending the allocation is necessary to reap benefit.

He wanted the government to be practical while setting the revenue target and said the deficit in the
next budget could be raised to 7.0 to 8.0 per cent for the sake of higher spending.

Dr Selim Raihan, executive director of South Asian Network on Economic Modeling (SANEM),
said that the erosion of business confidence is an alarming sign as the recovery of SMEs remained
slow.

He said that exports in some destinations and remittances were increasing, but the growth of those
two sectors has some multiplier effect.

The country will not be able to come out of the crisis unless it implements the budget properly, he
added.

Metropolitan Chamber of Commerce and Industry (MCCI),Dhaka president NihadKabir said
the allocations of budgetary resources for various sectors in the budhget has remained almost
unchanged over the years.

""We see some changes in the budget numbers. But the destination of the taxpayers' money
remain unclear," she added.

The SMEs sector needs policy support so that they get access to the stimulus packages, she
added.



Large industries got benefit of the stimulus package, but the government should tag the
condition of employment generation with their package to thwart job cut, she said.

The economy would rebound if the government prioritises on cottage and small industries, she
added.

She was highly critical of the provision of legalising black money by paying only 10 per cent
tax. " We pay tax at the rate of 32 per cent. We don't like this unfair and unjust provision",
she said.

Dhaka Chamber of Commerce and Industry (DCCI) presidentRizwan Rahman said the most part of
the stimulus packages has reached the medium scale industries, depriving the cottage industries of
their due.

He said the government should give a target to the NBR for expanding the tax net rather than setting
target for revenue collection.

On black money, he said the illegally earned money should not get the opportunity to legalise by
paying lower rate of taxes.

Rather a penal tax at the rate of 10 per cent needs to be added to the normal tax rates for legalising
illegally-earned money, he said.

Mr Rahman said the government could consider attracting investment of undisclosed money in
health, bond market and infrastructure.

He demanded reduction of corporate tax at a progressive slashing by 2.5 per cent for three
consecutive years to bring it down to 25 per cent.

Bangladesh Garment Manufacturers and Exporters Association (BGMEA) president Faruque Hassan
demanded keeping the tax rate stable for five to 10 years to help the sector stay competitive.

He pointed out that the recovery from the pandemic impact was taking longer time, affecting the
export of goods.

He said the SMEs were in most vulnerable condition now."We hope that there would be specific
direction and allocation for the sector in the upcoming budget," he added.

Rupali Chowdhury, president of the Foreign Investors Chamber of Commerce and Industry (FICC),
said the existing corporate tax rate is higher than that of the profit level of the businesses.

She demanded withdrawal of the minimum tax as it is charged on businesses irrespective of their
incurring lossesor making profits.

She said that the effective tax rate becomes 50 per cent in some cases for corporate tax payers due to
different withholding taxes.

Abul Kasem Khan, chairperson of Business Initiative Leading Development (BUILD) and former
president of the DCCI, suggested the government to maintain the growth of goods consumption
through providing 'consumption incentives'.

"The production will fall if consumption declines and it will ultimately affect employment," he
added.



Masrur Reaz, chairperson of the Policy Exchange of Bangladesh, said the government should
allocate 1.0 per cent of GDP for the low income group of people to help them survive in this
pandemic.

Dr Nazneen Ahmed, senior research fellow at the Bangladesh Institute of Development Studies
(BIDS), suggested the government to arrange part-time employment opportunities for the people in
urban areas.

Bangladesh Association of Software and Information Services (BASIS) president Syed Almas Kabir,
former president of the American Chamber of Commerce and Industry (AmCham)A ftab-ul Islam,
and former adviser to the past caretaker government Rasheda K Chowdhury, among others, spoke at

the programme.
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Budget may help recovery, say business leaders
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Jashim Uddin Nihad Kabir Rizwan Rahman

Leaders of trade bodies have termed the proposed budget as inclusive one, expressing hope that the
proposals, if implemented, may revitalise the economy.

In their instant reactions to the budget proposed on Thursday, they also emphasised the need for
taking steps to implement the budget and increasing revenue.



The business leaders urged the government to make special focus on ways and means to overcome
the effects of the Covid-19 in the coming days.

FBCCI President: Federation of Bangladesh Chambers of Commerce and Industries (FBCCI)
President Md Jashim Uddin has termed the size of the budget realistic in view of the government's

pledges.

He identified governance, proper monitoring, and revenue collection as the key challenges in
implementing the budget.

"There should be specific directives and strategies to ensure efficiency, transparency, and
accountability in budget implementation," the business leader said.

He, however, added, "We demanded removal of 5.0 per cent advance income tax (AIT) on
businesses that increases operating cost as the adjustment or refund is not made in time."

Suggesting integrated and automated revenue collection system, he, however, regretted that the
government has not increased the target of revenue collection to any significant proportion.

On how to meet the budget deficit, the FBCCI president recommended that the government should
emphasise taking higher amount of low interest loans from foreign sources.

MCCI President:

President of Metropolitan Chamber of Commerce and Industry (MCCI) Nihad Kabir termed
the proposed outlay as courageous in view of the current circumstances.

She said none is sure whether or not there will be another wave of the pandemic. "It will take
time to recover the speed at which the economy was growing," she said.

Dwelling on the steps taken to revitalise the industry by proposing reduction in tax, as
demanded by the business community, she said, "I consider this to be a very creative budget."

Ms Kabir pointed out that the social safety net has been widened and this will help the citizens
who have really suffered to recover and begin to return to normal life.

Referring to failure to implement the budget, she underscored the need for steps for
implementation of the budget and for ensuring quality implementation.

"The taxes lowered in the proposed budget in practice have to be given a fact," she insisted.
DCCI President:

Dhaka Chamber of Commerce and Industry (DCCI) President Rizwan Rahman has described the
proposed outlay as inclusive budget for economic recovery.

"(The) budget is by and large inclusive and pro-people," he said.

He thanked the government for reducing corporate tax both for listed and non-listed companies. "It
will help boost investment."



Mr Rahman suggested reducing corporate tax at a 'progressive' rate of 2.5 per cent in fiscal year (FY)
2022-23 and FY 2023-24.

He also called for ensuring accessible stimulus packages for all cottage, micro, small and medium
enterprises (CMSMESs).

The DCCI Presient urged the government to widen tax net, strengthen collection of due taxes, tax
collection at the district level, and ensure tax automation for more revenue collection. "Mandatory e-
TIN for national savings, cooperatives, and postal savings will increase tax."

"When the world economy is devastated by Covid-19 pandemic... the proposed budget has set 7.2
per cent growth and 5.3 per cent inflation target. The progressive and attainable growth target has
created hope among us," he said.

The DCCI leader appreciated the steps for raising allocation to contain pandemic effects, providing
incentives and subsidy, rehabilitating agriculture, expanding social safety net, and taking steps for

employment generation.

He praised the government for accepting recommendations like lowering income tax and value
added tax, lessening advanced tax on import raw materials.
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MCCI welcomes budget but worried
over implementation
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The Metropolitan Chamber of Commerce and Industry (MCCI) welcomed the proposed budget for
2021-22 fiscal year, but it thinks implementation of the annual plan will be the biggest challenge.

One of the leading business chambers of the country thanked the government for giving priority on
health and agriculture sectors along with overall development of human resources, rural development

and job creation.

It also thanked the government for the continuation of the implementation of the stimulus packages.



The trade body believes the upcoming fiscal year may be one of the most challenging years from the
perspective of fiscal management due to the present economic slowdown caused by Covid-19
pandemic.

The chamber shared the observation today in a press release, which also contains its budget reaction.
"Revenue mobilisation will be a daunting task," according to the statement.

MCCI termed the budget as courageous and forward-looking in many aspects.

However, the major challenges of proper implementation and ensuring the quality of public spending

must be addressed if the nation is to obtain the full benefits of the proposed budgetary allocations
and fiscal and other incentives, it added.
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Leading trade bodies welcome tax cuts

Say implementation is a major challenge
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Leading business associations yesterday lauded the government's proposed budgetary measures, but
pointed out that implementing those would be a major challenge.

The reaction came a day after Finance Minister AHM Mustafa Kamal proposed the Tk 6,03,680
crore national budget, offering a cut of 2.5 percentage points in corporate taxes for listed and non-
listed companies and tax exemptions for several sectors to stimulate investment in manufacturing.



In its reaction, the Metropolitan Chamber of Commerce and Industry (MCCI) said the proposed
budget for the next fiscal year 2021-22 was courageous and forward-looking in many aspects, but its
proper implementation would face major challenges.

The budget focuses on health, agriculture, human resources, rural development, job creation, and
continuation of the stimulus packages, it said in a statement, adding that these steps were
commendable.

However, the major challenges in proper implementation and ensuring the quality of public spending
must be addressed if the nation is to obtain the full benefits of the proposed budgetary allocations
and incentives, it said.

The MCCI said the upcoming fiscal year might be one of the most challenging years from the
perspective of fiscal management due to the economic slowdown caused by the Covid-19 pandemic.

"Revenue mobilisation will be a daunting task," said MCCI President Nihad Kabir in the statement.

Besides, the budget has not indicated any specific reform and restructuring of the tax policy and tax
administration to enhance associated capacities and deliver the right kind of public services, which in
turn will increase revenue collection without overburdening the compliant taxpayers.

The MCCI suggested adopting an interim evaluation system for the budget every three months for
the next year so that, if required, it could be restructured and revised accordingly.

"As there are still so many unknowns to be dealt with regarding the pandemic and its ongoing effect
on society and economy, the need of the hour is flexibility to deal with situations and requirements
swiftly as they arise," she said.

The MCCI urged the government to utilise all available channels to pursue all the different lower-
cost sources of funding being made available internationally in order to reduce the pressure on
domestic resource mobilisation.

It, however, opposed the plan to increase the corporate tax rate for mobile financial service (MFS)
providers, citing that the sector was at a nascent stage of development in Bangladesh.

Increasing their tax rate steeply during the pandemic will cause a slowdown of the growth of the
MEFS services and send a wrong signal to investors and users alike amidst all the positive signals of
the budget, said the MCCI.

The Foreign Investors' Chamber of Commerce & Industry (FICCI) lauded the move to reduce
corporate taxes and tax exemptions for agro processing and IT-related industries.

"The chamber also highly appreciates the government's plan to vaccinate 80 percent of the
population in phases against the novel coronavirus," it said.

The FICCI, however, said it would have been happier had the government withdrawn the 2 percent
minimum tax on telecom, 1 percent on tobacco, 0.25 percent on individuals and 0.6 percent on

others.

The Bangladesh Chamber of Industries said the private sector would benefit from the tax reductions
and exemptions.

It urged the government to continue reducing the corporate tax rate in the next three fiscal years.



Bangladesh Frozen Foods Exporters Association (BFFEA) demanded a reduction of source tax on
export of frozen shrimp and other fish to 0.25 percent from the present 0.50 percent.

The BFFEA also urged the government to increase the cash incentive on export of frozen shrimp to
20 percent from 10 percent and incentive on export of other fish to 10 percent from 5 percent.

In a separate statement, Business Initiative Leading Development said the budget seems to have done
well in addressing the current situation and is forward-looking, considering the "Made in
Bangladesh" concept.

This will not only help businesses to diversify but also pave the way for the country's graduation
from least developed to a developing country, it said.
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PROPOSED BUDGET FOR FY22

Trade bodies concerned over
higher deficit
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Different trade bodies have appreciated various tax incentives proposed in the national budget for
fiscal year 2021-22, but raised concern over widened deficit and sluggish revenue collections.

Finance minister AHM Mustafa Kamal placed the proposed budget before parliament on Thursday.

The proposed budget of Tk 6,03,681 crore for FY22 is 12.0 per cent higher than the revised budget
(Tk 5,38,983 crore) of the outgoing financial year (FY21). The budget deficit has been set at Tk
2,14,681 crore in FY22 (6.2 per cent of GDP), up on the original target of Tk 1,90,000 crore (in the
current fiscal year). Out of the total deficit, Tk 1,01,228 crore will be financed from external sources,
while Tk 1,13,453 crore from domestic sources.

The trade bodies, including American Chamber of Commerce in Bangladesh (AmCham),
Bangladesh Chamber of Industries, Metropolitan Chamber of Commerce and Industry and
Foreign Investors’ Chamber of Commerce and Industry, have expressed their worries over the higher
deficit in their post-budget reactions on Friday.

The trade bodies appreciated a 2.5-per cent reduction in corporate tax for listed and non-listed
manufacturing companies.

They also recommend that advanced income tax and VAT should be withdrawn from import of
industrial raw materials to enhance domestic production capacity.

They also welcomed additional (Tk 10,000 crore) allocation and 10 years of tax holiday for hospitals
outside the capital.



The trade bodies acclaimed tax holidays for various sectors. The benefits will help to develop import
substitute industrialisation, which will ultimately increase employment generation as well as save
foreign currency, they said.

They emphasised drastic reform in automation of income tax and VAT system in these
circumstances to increase efficiency of overall tax system and to make it business-friendly.

They urged the government to take a proper course of actions for achieving a huge revenue
collection target in the final budget.

AmCham recommended that the government focus on crisis management, prioritising spending on
health, education, enhancing social protection and building on the resilience demonstrated by the
agriculture sector.

‘Alongside we expect immediate support for MSMEs, government infrastructure developments,
which may face serious consequences days ahead to attract foreign direct investment.’

Due to disruption and discontinuation of businesses, created unemployment and increased level of
poverty, the government should double the allocation to these sectors to counter poverty and income
inequality, the chamber said.

It suggested lowering discretionary power of field-level tax officials to boost confidence of investors
and businesses at the same time to focus more on expanding the tax net.

The trade body also recommend introducing the e-payment and e-TDS system as the online
submission of tax returns would not work without it.

The Bangladesh Chamber of Industries said that the major challenges of proper implementation and
ensuring the quality of public spending must be addressed if the nation is to obtain the full benefits of
the proposed budgetary allocations and fiscal and other incentives.

Revenue mobilisation will be a daunting task, given the various proposed tax concessions and
administrative forbearances, it said.

The BCI said that to meet the huge budget deficit, the government would borrow a massive amount
of funds from the banking sector that might adversely affect the private sector credit flow.

It said that tax-free income limit should be Tk 4 lakh.

The government should re-examine 15 per cent tax on private university, medical college and
engineering college as it would increase cost in higher education, its said.

The MCCI strongly urged the government to use all available channels to pursue all the
different lower-cost sources of funding being made available internationally - in order to
reduce the pressure on domestic resource mobilisation as well as keep the budget deficit duly
funded.

It recommended that the minimum turnover tax should be eliminated as it is totally
contradictory to the principles of income tax.

The MCCI said a reduction in tax of SME-owned by women by way of the increasing of tax-
exempted annual turnover to Tk 70 lakh from existing Tk 50 lakh is a step that would enhance



the women’s participation in sustainable development and economy as well as women’s
empowerment.

The FICCI feels that the GDP growth target of 7.2 per cent is achievable provided that GDP-
investment ratio increases to the expected level.

The trade bodies also appreciated notable allocation for health sector, education, key mega projects.
It also expresses concern for bridging the deficit from banking sources which may tighten the

liquidity situation.

Both BCI and FICCI hailed waiver of 5 per cent corporate tax rate in case any company recruits 100
members of the transgender community as part of inclusion in the society.

It also admired the reduction of minimum tax rate from 0.5 per cent to 0.25 per cent.

However, the chamber wanted exemption on withholding tax on interest payable against foreign
currency loans/deposits obtained from outside the country.

It also requested withdrawal of existing ceiling on royalty expenses and head office expense to
promote more conducive business environment for foreign investors.
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Budget deficit may be upped if needed
for essential expenditure: MCCI

It says tightening financial management will yield a significant amount of
savings
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The government should not hesitate to increase budget deficit if it is required for essential
expenditure, infusing funds into the economy, and raising aggregate domestic demand, says
Metropolitan Chamber of Commerce and Industry (MCCI), Dhaka.

"It must be appreciated that the previous several years of prudential macro-economic management,
including keeping budget deficit at or close to 5% has created the headroom which may now be used
to expand the deficit in this emergent situation, if needed," MCCI says.

At the same time, tightening financial management will also yield a significant amount of savings if
unnecessary over-spending, wastage, and other leakage of funds can be stopped, it said in a press
release issued on Friday.

"In order to ensure this, the necessary resources should be allocated to the government agencies
tasked with monitoring and evaluating public expenditure and project delivery."

MCCI thanked the government prioritising five essential sectors in the budget for protecting lives
and livelihoods. They are health, continuation of the implementation of stimulus packages to address
the financial and economic impact of the pandemic, agriculture, overall development of human
resources, including education and skills enhancement, and rural development and job creation.

The chamber believes the upcoming fiscal year may be one of the most challenging ones from the
perspective of fiscal management due to the present economic slowdown caused by Covid-19 not
just in Bangladesh but also globally.

It appreciated the plan for reduction of corporate tax rates, saying it is a step in the right direction to
meet the long-held demand of the business community for setting the corporate tax rates in line with
regional competitor countries.

It said the budget had not indicated any specific reform and restructuring of the tax policy and tax
administration to enhance capacity and deliver the right kind of public services. It also said it always

advocates for meaningful structural changes in tax administration.

The chamber said there should be an interim evaluation of the budget after three months, and every
three months for the next year so that it can be restructured and revised accordingly, if required.

"As there are still so many 'unknown unknowns' to be dealt with in regard to the pandemic and its
ongoing effect on society and economy, the need of the hour is flexibility to deal with situations and
requirements swiftly as they arise," it added.
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MCCI appreciates budget, suggests interim
evaluations

BI Report || BusinessInsider
Published: 21:08, 4 June 2021



-~
-~

dMcar

METROPOLITAN CHAMBER OF COMMERCE
AND INDUSTRY, DHAKA

The logo of Metropolitan Chamber of Commerce

and Industry, Dhaka
The Metropolitan Chamber of Commerce and Industry, Dhaka (MCCI) has appreciated the majority
measures of the proposed budget and suggested the government evaluate budget implementation in

every three months, at least in the pandemic year for its proper implementation.

The leading business body came up with the observations and suggestions at a programme in the
capital on Friday to express its budget reactions.

It described the proposed budget as courageous and ambitious in many aspects. On the other hand,
the trade body criticised the budget for several measures.

Finance Minister AHM Mustafa Kamal on Thursday placed the budget for the fiscal year 2021-22
before the parliament.

The MCCI urged the government to address the major challenges of the budget and ensure quality of
public spending.

MCCI criticises

Lack of measures for rationalising advance income tax
No specific reform in tax administration

Increase tax on mobile financial services

Provision of turnover tax

Limit of investments by individual taxpayers

MCCI suggests

Use all available channels to avail foreign funds

Steps for economic security

More steps to ensure health security

Implement social safety programmes in a more extensive manner
Focus on the new poor

Prioritize businesspeople for vaccination



Rationalise paid-up capital for one-person company
MCCI appreciates

Cuts in corporate taxes

Increase in deficit amid the Covid crisis
Priority to the five essential sectors

vaccinate 80 percent of the population in phases
Tk100cr for health research

Steps for employment generation

Steps to address migrant workers crisis

Tax exemptions

Reduction of tax of SME owned by women

Non-renewal of the opportunity of whitening black money
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MCCI terms budget forward looking in
many aspects
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Staff Correspondent

Metropolitan Chamber of Commerce and Industry (MCCI) welcomed the proposed budget for 2021-
22 fiscal year, but it thinks implementation of the annual plan will be the biggest challenge.

One of the leading business chambers of the country thanked the government for giving priority

on health and agriculture sectors along with overall development of human resources, rural
development and job creation.

It also thanked the government for the continuation of the implementation of the stimulus packages.
The trade body believes the upcoming fiscal year may be one of the most challenging years from the
perspective of fiscal management due to the present economic slowdown caused by Covid-19
pandemic.

The chamber shared the observation on Friday in a press release, which also contains its budget
reaction.

"Revenue mobilisation will be a daunting task," according to the statement.

MCCI termed the budget as courageous and forward-looking in many aspects.

However, the major challenges of proper implementation and ensuring the quality of public spending
must be addressed if the nation is to obtain the full benefits of the proposed budgetary allocations
and fiscal and other incentives, it added.
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Speakers: Need for framing pandemic-focused
budget for FY22

Tribune Report
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Economists rtual pre-budget discussion organized by Institute of
Chartered Accountants of Bangladesh (ICAB) and the Economic Reporters' Forum (ERF) on
Tuesday, May 4, 2021 Courtesy

They also emphasized strengthening the ongoing vaccination program, carrying on necessary tax
reforms as well as reducing the corporate tax rates

Economists and business leaders at a webinar on Tuesday stressed the need for framing a budget for
the next fiscal year (FY22) focused on the Covid-19 pandemic, prioritizing the health sector to
mitigate the health-related risks, alongside sound macroeconomic management, widening social
safety nets, raising the tax-GDP ratio and generating more employments.

They also emphasized strengthening the ongoing vaccination program, carrying on necessary tax
reforms as well as reducing the corporate tax rates, ensuring proper budget implementation and
quality spending of development projects, addressing the livelihood issues in the context of
pandemic, prioritizing the CMSMEs and bringing the education sector under the purview of the
stimulus packages.

Leading economists, professionals, business leaders, and civil society representatives gave their
recommendations at a webinar titled "Macroeconomy: Expectations from National Budget 2021-
22",



Institute of Chartered Accountants of Bangladesh (ICAB) and the Economic Reporters' Forum (ERF)
jointly organized the webinar.

Prime Minister's Economic Affairs Adviser Mashiur Rahman spoke at the webinar as the chief guest.

Stressing the need for carrying out necessary reforms in the financial sector and in the revenue
sector, Mashiur said that reforms in the capital and bond markets are also necessary to attract large-
scale investors.

The adviser noted that if the lion's share of deficit financing could be made available from the
foreign sources, then its impact in the domestic sector would be not that much.

Mashiur also stressed the need for boosting confidence among the businesses and investors,
attracting more FDI, ensuring skills development and sound basic education up to secondary level.

Rasheda K Chowdhury said that the upcoming budget should be a pandemic-focused one while the
education sector should be brought under the stimulus package as the losses to this sector is huge and
it is invisible.

Also Read - BUDGET FY 2021-22: Garment accessories producers demand lower source,
corporate taxes

Executive director of Policy Research Institute (PRI) Ahsan H Mansur proposed for allocating
Tk15,000 crore for vaccination in the next budget and that fund should be made available from day
one.

For the new poor being created from the impacts of the pandemic, he said only cash support is not
enough for them, rather some permanent measures should be taken for them.

The renowned economist also suggested addressing the livelihood issue due to the pandemic,
prioritizing the SMEs in the stimulus packages, focusing more on expenditure and thus opined that
the budget deficit could be stretched from 7% to 8%.

Distinguished fellow of the Centre for Policy Dialogue (CPD) Prof Mustafizur Rahman put emphasis
on generating more employments, giving relief to the import substitute Industries through taxation,
revisiting the import regulations, enhancing quality expenditure, and ensuring necessary reforms.

He was also critical about the scope for whitening undisclosed money in the budget, saying it is an
injustice to the honest taxpayers.

BGMEA President Faruque Hassan urged the government to provide policy support to the affected
industries until the crisis ends so that those could make a turnaround.

He also demanded to keep the tax rates stable for 10 years, or at least for five years, for turnaround of
the industries.

MCCI President Barrister Nihad Kabir put utmost priority on ensuring qualitative spending
of development projects through real time basis monitoring and evaluation by the IMED,
raising the tax-GDP ratio, giving policy support to CMSMEs, and to check the trend of
dodging tax, as well as laundering of money abroad.

DCCI President Rizwan Rahman suggested reducing the corporate tax rate progressively by 2.5% in
the next three years and thus bring it at 25% to facilitate the businesses.



Coming down heavily on the scope for whitening undisclosed money, he said that the business
community would not accept such provision for whitening the money coming from 'burglary’.
Otherwise, the honest businesses will not feel encouraged to pay tax from the next year, he added.

Also Read - BUDGET FY 2021-22: Garment accessories producers demand lower source,
corporate taxes

Abul Kasem Khan of BUILD suggested the continuation of the stimulus packages in the next budget
as well as rationalizing taxation measures and improving the investment climate.

BASIS President Syed Almas Kabir suggested keeping the digital transaction out of the purview of
VAT for the next 3 to 5 years to facilitate online transaction and wider materialization of the 'Digital
Bangladesh' initiative.

Masrur Reaz, founder and chairman of Policy Exchange of Bangladesh, suggested bringing around
50% of the country's population under the vaccination program in the next one year, otherwise the
revival initiatives and recovery would be much tougher.

He also proposed for allocating 1% of GDP as a social safety net for the poor as well as awarding
another stimulus for the SMEs, especially for the small and micro entrepreneurs.

Naznin Ahmed, senior research fellow at BIDS, strongly advocated for reducing the corporate tax
rate, prioritizing those development projects which are nearing completion, keeping budgetary
allocation on creating health awareness as well as on health disaster management, making cheaper
the internet facilities and also making available the gadgets for the poor students.

Sanem Executive Director Prof Selim Raihan called for expanding economic operations and growth,
not having an obsessed mindset on growth, rolling out social safety net schemes for the urban poor,
boosting business confidence through necessary measures, increasing budget implementation and
ensuring some visible reforms.

ICAB President Mahmudul Hasan Khusru chaired the webinar while its past president Md Humayun

Kabir moderated the webinar. ERF President Sharmin Rinvy made the opening remarks while its
general secretary SM Rashidul Islam gave the vote of thanks.
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Proposed budget business-friendly,
say FBCCI, MCCI
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The Federation of Bangladesh Chamber of Commerce and Industries (FBCCI) and the Metropolitan
Chamber of Commerce and Industries (MCCI) have termed the proposed national budget as
business-friendly against the backdrop of facilities to local entrepreneurs.

In a post-budget reaction, the FBCCI said the size of the budget has been increased in parallel to
cope with the growing trend of economy towards the graduation of a developing country.

However, the MCCI mentioned that the increase in tax on mobile financial service may create
a negative signal among investors.

FBCCI President Mohammad Jasim Uddin said the expansion of social safety net will create a
positive impact on the life of extreme poor groups amid the coronavirus pandemic.

The apex trade body has appreciated the increase in the allocation for power, energy and transport
communications which, the businesses said, will make more contributions to infrastructural
development through the public private partnership.

The FBCCI has recommended developing an integrated system for collecting the lofty target of
revenue worth Tk 3.3 trillion, around 9.63 percent higher year on year, in the new fiscal year.

Regarding the dependency on local banks to address budget deficit, the apex trade body has
requested the government to take fund from alternative foreign source instead of local financial
institutions.

The government has targeted to take Tk 764.52 billion from banking system and Tk 320 billion from
saving tools to meet the deficit of Tk 1.13 trillion.

The FBCCI has welcomed the cut in corporate tax on different segment of business to promote local
industries.

The MCCI has appreciated the reduction in tax on SME owned by women by way of increase
of exempt annual turnover to Tk 7 million from existing Tk 5 million is a step in the right
direction to enhance women's participation to sustainable development and economy as well as
women's empowerment.

“Increasing their tax rate steeply at the time of the pandemic, and effectively disallowing a
large portion of their promotional expenses will cause a slowdown of the growth of MFS



services and send a wrong signal to investors and users alike amidst all the positive signals of
the Budget,” reads the statement signed by MCCI President Nihad Kabir.

However, the trade body has urged the government to ensure access to finance for women-led
cottage, micro and small industry to enjoy the full benefits of this provision and increase the
size of their businesses.

Regarding the non-renewal of whitening facilities of black money, the MCCI expects that the
government will reconsider its strategies for employment creation in a more specific way so
that those who lost jobs during the pandemic can return to the job market soon.
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