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Budget reactions

Be frugal in forex spending, suggests MCCI

FE REPORT | June 11, 2022 00:00:00

Hailing the Tk 6.78-trillion national budget proposed amid ongoing global uncertainties,
Metropolitan Chamber of Commerce and Industry, Dhaka (MCCI) suggests the government to
be frugal in spending foreign currencies to ensure macroeconomic stability.

In a press release issued Friday, the country's oldest trade body urged the government to consider
the higher import trend and the cascading Russia-Ukraine war fallout.

"We should control the high subsidies on electricity, gas and fertilizers, otherwise spending as
subsidy will shoot up significantly,” the MCCI notes in its post-budget mixed reaction.

The COVID-19 pandemic has created significant challenges for the global economy.
Understandably, Bangladesh will need more time to recover. As the Russia-Ukraine war
continues to threaten global recovery prospects, signals of rising inflation are surfacing. Despite
all this, countries like Bangladesh are trying their best to restart their economic activities by
advancing their COVID-19 vaccination programs and taking other necessary steps, it says.

"MCCI is happy to see that this year's budget proposal is not like other conventional budgets;
ensuring a stable life and livelihood has received its deserved due focus," it adds.

According to the chamber, the proposed FY'23 budget of Tk 6.78 trillion is 12.32-percent higher
than the previous year's original budget (Tk 6.03 trillion) and 14.25-percent higher than the
revised budget (Tk 5.93 trillion) of the outgoing fiscal year (FY22).

The budget for FY23 has set a target of 5.6-percent inflation and 7.5-percent growth in gross
domestic product (GDP) by keeping the industrial sector afloat through incentive programs and
reining in the poverty rate through the expansion of social-safety programs.

Under the present economic situation, it says, the revenue- collection target of the National
Board of Revenue (NBR) has been increased by 12.12 per cent to Tk 3.70 trillion for the
upcoming FY23 from the current FY22's target of Tk 3.30 trillion.

In the current backdrop, the MCCI considers this target practical and forward-looking. However,
the chamber thinks that there is ample scope for reforming the tax policy, increasing the capacity
of tax administration, and providing proper public services.

"MCCI has always suggested meaningful structural changes in the tax administration so that it
could aptly carry out revenue collection,” it mentions.
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The chamber points out that in the existing infrastructure, many eligible organizations with high
earnings remain outside the purview of tax, while individuals/businesses regularly paying taxes
are burdened with more and more taxes. This needs to be addressed properly.

About the proposed budget deficit (Tk 2.45 trillion), it says that future economic disruptions
besides the current ones caused by the pandemic can actually increase the final budget deficit.
Thus, MCCI advises adhering to proper and effective financial management to limit expenditure
on the financing of government projects.

Simultaneously, given the current global backdrop, government support is needed even more to
keep prices of energy, food, fertilizers etc under control. With global energy and food prices
rising, subsidies are poised to increase, so an increase in budget deficit is only logical.

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. With the
country's ample borrowing headroom and the need for foreign currency, low-cost international
funding could well be explored.

At the same time, tightening financial management, like stopping unnecessary over-spending,
wastage, and other leakage of funds, will yield a significant amount of savings, according to the
MCCI.

For export facilitation, the size of Export Development Fund (EDF) needs to be raised at least up
to US$10 billion from the existing US$7.5 billion, and should be accessible to all the exporters.

The MCCI believes that the underdeveloped connectivity and infrastructure, weak distribution
channels of power, and bureaucratic hurdles remain the major obstacles for economic growth.
Besides, weak revenue collection (only 69.02 per cent collected during July-April of FY22) and
ADP implementation (only 55.18 per cent could be spent in July-April of FY22) are also causes
of concerns for the economy.

MCCI appreciates the lowering of the corporate-tax rate by 2.5 per cent (from 22.5 per cent to 20
per cent for listed companies (those that issue shares worth more than 10 per cent of its paid-up
capital through 1PO) and from 30 per cent to 27.5 per cent for non-listed ones). These
consecutive reductions during the last three years (7.5% in total) are the right move towards
fulfilling businesses' persistent demand of making the corporate tax rate consistent with the other
competing countries in the region.

MCCI has always been saying that minimum turnover tax is contradictory to tax policy, and
therefore wants its removal.

The chamber expressed its deep concerns about allowing indiscriminate opportunity of
whitening black money by paying a certain amount of tax. In the past, the country has seen such
opportunities yield little results while unnecessarily raising questions about the probity of our
financial and accounting practices.

The cost-benefit analysis will show a higher cost with almost zero benefits. "This will seriously
discourage the compliant taxpayers, who will consider it penalizing," it observes.

jubairfe1980@gmail.com
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Priorities are set accurately, but inflation will
be biggest headache

Leading chambers say in their budget reaction

Sukanta Halder
Fri Jun 10, 2022 04:51 PM Last update on: Fri Jun 10, 2022 05:01 PM
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The leading chambers and trade body leaders have praised the government for
fixing the priority areas of development, but they also said controlling inflation
will be biggest headache for the Sheikh Hasina administration in the next fiscal
year.

The Metropolitan Chamber of Commerce and Industry believes it was extremely
challenging for the finance minister to prepare the new budget amid the global
uncertainly caused by the pandemic and the Russia-Ukraine conflict.

In the budget, the government has prioritised five areas, which are inflation
containment, agriculture and overall food security, human resource development,
boost in domestic investment, increase exports and promotion of export
diversification, job creation and rural development, the chamber said.

The MCCI thanks the government for prioritising the areas to ensure lives and
livelihood.

It also said there is ample scope for reforming the tax policy, increasing the
capacity of tax administration, and providing proper public services.

The MCCI said it has always suggested meaningful structural changes in the tax
administration so that it could aptly carry out revenue collection.

In the existing infrastructure, many eligible organisations with high earnings
remain outside the purview of tax, while individuals/businesses regularly paying
taxes are burdened with more and more taxes.

""This needs to be addressed properly."
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Jashim Uddin, president of the Federation of Bangladesh Chambers of Commerce and
Industry, thinks the government will face some challenges in the next fiscal year, but
controlling inflation will be the biggest challenge.

He also criticised the finance minister's proposal to give amnesty to the laundered money,
under which black money could be legalised by paying 7 to 15 per cent tax.

The Foreign Investors' Chamber of Commerce and Industry (Ficci) feels that the gross
domestic product's growth target of 7.5 per cent is achievable provided that, among others,
the GDP investment ratio increases to the expected level.

The chamber also appreciated notable allocation for the health sector and education.
However, the Ficci expressed its concerns about the reduced allocation for the key mega
projects, which will result in a slow implementation as well as raise the total cost of the
project.

"We feel instead of reducing the allocation in mega-project, the government could
concentrate on enhancing the quality of spending, which could bring further efficiency as
well as generate employment,” the chamber said in its budget reaction.

It also expresses concern about bridging the deficit from banking sources which may tighten
the liquidity situation.

The president of American Chamber of Commerce in Bangladesh, Syed Ershad Ahmed,
expected more incentive would be extended to the agriculture sector.

He said the prices of agricultural equipment and hybrid vehicle should be reduced.

He said no significant economic growth is conceivable without a sustained foreign exchange
reserve growth.

"Hence, instead of gross import ban, we should speed up the foreign-funded projects'
implementation and reconsider own funded projects having a sizeable import component."

"We strongly recommend effective modernisation managing all ports' operation and
allowance of bonded warehouse facility for non-RMG exports too," Ahmed added.

"I thank the finance minister for the proposed exemption for start-ups on all types of
reporting besides tax return will ease the challenges they face,"” said Syed Almas Kabir,
former president of Bangladesh Association of Software and Information Services.

"Also, allowing them to set off and carry forward losses for nine years, and withdrawal of
restrictions on expenditure will facilitate the young entrepreneurs to grow their businesses."

He said lowering the turnover tax to 0.1 per cent from 0.6 per cent for the start-up companies
will be a great help for the budding businesses.
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However, it is very much discouraging to see the internet services has not been included in
the list of IT-enabled services in spite of being the primary ingredient of Digital Bangladesh,
he added.

www.newagebd.net / 10 June 2022

Cautionary steps in spending forex needed: MCCI

Staff Correspondent | Published: 22:28, Jun 10,2022

The Metropolitan Chamber of Commerce and Industry has said that the country needed to take
cautionary measures in spending foreign currencies to ensure macroeconomic stability, considering a
higher import trend and the Russia-Ukraine war fallout.

It also suggested that the government should tighten financial management, including stopping
unnecessary over-spending and leakage of funds, and also monitor and evaluate public expenditure
and project delivery.

The MCCI expressed its deep concerns about allowing indiscriminate opportunity of legalising
undisclosed money by paying a certain amount of tax.

In the past, it was found that such opportunities yield little results, it said, adding that the move
seriously discouraged the compliant taxpayers.

The chamber on June 9 made the comments in a press statement on the national budget for financial
year 2022-23.

‘We should control the high subsidies on electricity, gas and fertilisers, otherwise spending as
subsidy will shoot up significantly,’ it said.

The budget deficit has been set at Tk 2.45 lakh crore in FY23 (5.5 per cent of gross domestic
product).

Out of the total deficit, Tk 98,729 crore will be financed from external sources, while Tk 1.46 lakh
crore from domestic sources.

Out of Tk 1.46 lakh crore, Tk 1.06 lakh crore will come from the banking system and Tk 40,001
crore from savings certificates and other non-bank sources.

The MCCI in the statement recommended adhering to proper and effective financial management to
limit expenditure on the financing of government projects.

It said that tightening financial management including stoppage of unnecessary over-spending,
wastage, and other leakage of funds would yield a significant amount of savings.

Resources should be allocated to the government agencies tasked with the monitoring and evaluation
of public expenditure and project delivery, it said.

The MCCI said that the government must look beyond the banking sector for financing this deficit.
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Low-cost international funding could be explored, it said.

The budget for FY23 set a target of 5.6 per cent inflation and 7.5 per cent growth in gross domestic
product. Under the present economic situation, the revenue collection target has been increased by
12.12 per cent to Tk 3.7 lakh crore for the upcoming FY23 from the current FY22’s target of Tk 3.3
lakh crore.

The MCCI has always suggested meaningful structural changes in the tax administration so that it
could aptly carry out revenue collection, the trade body said.

‘In the existing infrastructure, many eligible organisations with high earnings remain outside the
purview of tax, while individuals or businesses regularly paying taxes are burdened with more and
more taxes. This needs to be addressed properly.’

Weak revenue collection (only 69.02 per cent collected during July-April of FY22) and ADP
implementation (only 55.18 per cent could be spent in July-April of FY22) are also causes of
concerns for the economy, it said.

Having effective automation (including the interface between Integrated VAT Administration
System (IVVAS) and Application Programming Interface (API)) will streamline the VAT system, it
said.

To boost export, Bangladesh needs to lay an adequate and meaningful emphasis on diversifying
export in terms of products and markets, it said.

The underdeveloped connectivity and infrastructure, weak distribution channels of power, and
bureaucratic hurdles remain the major obstacles for economic growth, the MCCI said.

The MCCI hailed the lowering of the corporate tax rate and for the lowering of the tax-deduction-at-
source (TDS) rates for the supply of goods.

The MCCI also appreciated the rationalisation of the income tax rates for the export-oriented
industries.

www.tbsnews.net / 10 June 2022
MCCI for reforming tax policy

The Metropolitan Chamber of Commerce and Industry (MCCI ) advised the
government to adhere to proper and effective financial management to
limit expenditure on the financing of government projects in order to keep
the budget deficit in check
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The Metropolitan Chamber of Commerce and Industry (MCCI) advocated for reforming tax
policy while giving their budget reaction on Thursday (9 June).

"The chamber thinks that there is ample scope for reforming the tax policy, increasing the capacity of
tax administration, and providing proper public services. MCCI has always suggested meaningful
structural changes in the tax administration so that it could aptly carry out revenue collection,” reads
a press release

"In the existing infrastructure, many eligible organisations with high earnings remain outside the
purview of tax, while Individuals/businesses regularly paying taxes are burdened with more and
more taxes. This needs to be addressed properly,” the PR added.

MCCI congratulated Finance Minister AHM Mustafa Kamal for proposing his 4th budget at the
parliament under challenging circumstances.

The chamber advised the government to adhere to proper and effective financial management to limit
expenditure on the financing of government projects in order to keep the budget deficit in check.

MCCI called for government measures to keep prices of energy, food, fertilisers, under control in the
upcoming financial year.

"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 must look beyond the
banking sector for financing this deficit,” the press release stated.

MCCI urged the authorities to explore possibility of low-cost international funding and tighten
financial management by stopping unnecessary over-spending, wastage, and other leakage of funds
will yield a significant amount of savings.

In order to ensure this, resources should be allocated to the government agencies tasked with the
monitoring and evaluation of public expenditure and project delivery, the chamber proposed.

MCCI thanked the government for focusing on inflation containment, agriculture and overall food
security, human resource development, including health, education, and skills development, boost in
domestic investment, increase in exports, and promotion of export diversification, and job creation
and rural development.
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MCCI believes that Bangladesh can be turned into an export powerhouse by improving its business
competitiveness and trade regime. It said that Bangladesh needs to lay adequate and meaningful
emphasis to diversify export in terms of products and markets and bringing sustainable reforms
measures in export facilitation including technological up-gradation, infrastructure & skills
development and institutional strengthening as priority agenda to boost export/

"For technological up-gradation, special low-cost funds should be created in line with 4IR and 8th
five years plan enabling export-oriented industries to improve their capacity and efficiency."

"The size of Export Development Fund (EDF) needs to be raised at least up to 10 billion dollars from
7.5 billion dollars and should be accessible to all the exporters," the press release read.

Necessary negotiations can be carried out by the government with the development partners such as
IDA, ADB, IFC, as MCCI proposed.

The cost of funds for EDF can be reduced by reducing service charges and profit on the investment
by the Bangladesh Bank (BB) and Authorised Dealers (AD), the chamber added.

In the proposed budget, the proposed allocation of social safety nets is Tk1,13,576 crore, which was
Tk1,07,614 crore in FY22.

MCCI expressed that it only increased by Tk5,962 crore which was not enough.
So the chamber proposed a significant increase in social safety nets in the final budget.

MCCI believes that the underdeveloped connectivity and infrastructure, weak distribution channels
of power, and bureaucratic hurdles remain the major obstacles to economic growth.

Besides, weak revenue collection (only 69 % collected during July-April of FY22) and ADP
implementation (only 55.18% could be spent in July-April of FY22) are also causes of concern for
the economy.

To ensure macroeconomic stability, the country needs to take cautionary measures in spending
foreign currencies, considering the higher import trend and the cascading Russia-Ukraine war fallout,
the chamber noted.

"We should control the high subsidies on electricity, gas and fertilisers, otherwise spending as
subsidy will shoot up significantly,” the preass release read.

MCCI appreciated the lowering of the corporate tax rate by 2.5 % (from 22.5% to 20% for listed
companies (those that issue shares worth more than 10% of its paid-up capital through IPO) and from
30% to 27.5% for non-listed ones).

MCCI believes that these consecutive reductions during the last three years (7.5% in total) are the
right move towards fulfilling businesses' persistent demand of making the corporate tax rate
consistent with the other competing countries in the region.

The Chamber also lauded the government for lowering the tax-deduction-at-source (TDS) rates for
the supply of goods and increasing the perquisite threshold.

However, the Chamber suggests reducing the rate of TDS on services such as construction,
infrastructure, which generate employment.
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MCCI also appreciated the rationalisation of the income tax rates for the export-oriented industries.
TDS for all export-oriented industries has been increased 100% from 0.5% to 1%.
MCCI suggests that this TDS be maintained at the previous level in the current circumstances.

The chamber believes that the imposition of a 5 percent tax at source on gross bill of terminal
operation/ship handling, as part of port operations, similar to that on stevedoring/berth operation
commission, will increase the cost of doing business. However, MCCI appreciated making research
and development expenses allowable.

In consistence with the previous years, MCCI strongly advocated for the removal of the minimum
turnover tax in their budget reaction. MCCI proposed adjustments in income tax thresholds and
voiced their disappointment that the matter was unaddressed in the budget speech.

MCCI is disappointed to see personal income tax thresholds remaining unaddressed in the budget.
We must raise and align the tax-free income thresholds, which we are yet to do. MCCI proposes to
make the tax-free income threshold to be at least Tk. 500,000," the pr read. It also suggested keeping
a symbolic fund for tax refund amounts from the NBR.

MCCI appreciated allowing central registration for VAT and providing VAT exemption on the
supply of goods under subcontract between the manufacturing units when both are enjoying bonded
facilities. It also welcomed the reduction of penalty on VAT return submission and lowering of the
VAT rates and the minimum value of the items on which VAT is applicable in several sectors (like
hotel and restaurant, trading of MS Product).

However, MCCI was disheartened as no remarkable suggestions for the structural reforms of the
VAT Law were present in the proposed budget.

The chamber believes that having effective automation (including the interface between Integrated
VAT Administration System (IVAS) and Application Programming Interface (API)) will streamline
the VAT system.

MCCI appreciated the removal of the reference/minimum value for calculating the customs duty.
The chamber also suggested that custom duties be rationalisfed so that product price and inflation
could be kept in check. MCCI welcomed the lowering of import duties for sewage treatment plants

(STPs) but proposed this same facility to be extended to effluent treatment plants (ETPS).

MCCI also appreciated the budgetary provision for a study on central bank digital currency as well
as exploring the means to introduce digital banks.

"We would also like to see crypto assets being allowed for investments which will create thousands
of jobs in the country,” the chamber said.

MCCI expressed its deep concerns about allowing indiscriminate opportunity of whitening black
money by paying a certain amount of tax.

"In the past, we have seen such opportunities yield little results while unnecessarily raising questions

about the probity of our financial and accounting practices. The cost benefit analysis will show a
higher cost with almost zero benefits.”
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"This will seriously discourage the compliant taxpayers, who will consider it penalising,” MCCI
stated.

MCCI feels that there should be an interim evaluation of the Budget after every three (3) months.

Finance Minister AHM Mustafa Kamal has placed the Tk6,78,064 crore national budget for FY23 at
Jatiya Sangsad according to the top priority of safeguarding marginal people from inflation fuelled
by the Russia-Ukraine conflict.

www.businessinsiderbd.com / 10 June 2022

MCCI urges finance minister to remove
minimum turnover tax

Bl Report || Businessinsider

Published: 15:07, 10 June 2022
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The Metropolitan Chamber of Commerce and Industry, Dhaka (MCCI) has reiterated its call to
remove the minimum turnover tax by saying that it is “contradictory to tax policy”.

“If the business makes a profit, the tax should apply to the taxable income only and not on revenue or
any fund,” the chamber reasoned.

The main logic of minimum turnover tax is to prevent tax avoidance, collect revenues, and ensure

that business persons with no taxable income are not punished, MCCI said in its reaction to the
budget proposal in a press release.
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If high turnover tax, Tax Deducted at Source (TDS), and regular taxes are determined by evaluation,
then decreasing only one of these while keeping the other two unchanged will not be effective.

MCCI suggests that regular assessed income tax prevails over TDS and AIT in all cases. In the
budget, the workers’ profit participation fund (WPPF) has been proposed to be paid from net profit.

MCCI believes this will create ambiguity for the company shareholders and stakeholders. This move
will not allow achieving uniform practice in WPPF payment for all industries.

Congratulating Finance Minister AHM. Mustafa Kamal for placing the 51st National Annual Budget
for the fiscal year 2022-23 (FY23), MCCI said it was extremely challenging to prepare this budget
amid global uncertainties.

MCCI believes that priority should be on health and economic security and support is needed to keep
prices of energy, food, fertilizers, etc., under control.

Furthermore, 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.

MCCI, however, expressed disappointment to see personal income tax thresholds remaining
unaddressed in the budget. “We must raise and align the tax-free income thresholds, which we are
yet to do.”

MCCI proposes to make the tax-free income threshold to be at least Tk 5,00,000. MCCI also
suggests keeping a symbolic fund for tax refund amounts from the NBR.

www.businesspostbd.com / 11 June 2022

MCCI for measures to control prices of
food, energy, fertiliser

Staff Correspondent
11 Jun 2022 00:00:00 | Update: 11 Jun 2022 00:03:47

(Mccr

The Metropolitan Chamber of Commerce and Industry (MCCI) has called for ensuring
effective financial management in the budget for FY23, to limit expenditure on government
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projects and exploring low-cost international funds as the deficit could rise due to the global
economic crisis.

It also recommended tightening financial management, such as stopping unnecessary over spending,
wastage, and other leakages of funds, which in turn will yield significant amount of savings, read a
press release issued by MCCI President Saiful Islam on Thursday.

The release added that the future economic disruptions besides the current ones caused by the
pandemic can actually increase the final budget deficit.

The government should not hesitate to increase the deficit if it is required for essential expenditure,
infusing funds into the economy and to tackle the rising domestic demand. It must look beyond the
banking sector for financing this deficit.

With Bangladesh’s ample borrowing headroom, low cost international funding could be explored
further, it adds.

The MCCI called for government measures to keep prices of energy, food, fertilisers under control in
the upcoming financial year. The chamber also thanked the government for focusing on inflation
containment, agriculture and overall food security, human resource development, including health,
education, and skills development, boost in domestic investment, increase in exports, and promotion
of export diversification, and job creation and rural development.

The chamber believed that there is plenty of scope for reforming the tax policy, increasing the
capacity of tax administration, and providing proper public services. The release pointed out that the
MCCI has always suggested meaningful structural changes in the tax administration so that it could
aptly carry out revenue collection.

For technological upgradation, special low-cost funds should be created in line with 4IR and 8th Five
Years Plan enabling export-oriented industries to improve their capacity and efficiency. The size of
the Export Development Fund (EDF) needs to be raised to at least $10 billion from $7.5 billion and
should be accessible to all the exporters.

In the proposed budget, the allocation of social safety nets is Tk 1, 13,576 crore, which was Tk
1,07,614 crore in FY22. The MCCI stated that the allocation only rose by Tk 5,962 crore, which was
not enough. So the chamber proposed a significant increase in social safety nets in the final budget.

MCCI is disappointed to see personal income tax thresholds remain unaddressed in the budget.
Bangladesh must raise and align the tax-free income thresholds, proposes the MCCI, while
recommending the tax-free income threshold to be at least Tk 500,000.

The chamber also appreciated the budgetary provision for a study on central bank digital currency, as
well as exploring the means to introduce digital banks.

It however expressed its deep concerns about allowing indiscriminate opportunity of whitening black
money by paying a certain amount of tax.

“In the past, we have seen such opportunities yield little results, while unnecessarily raising
questions about the probity of our financial and accounting practices. The cost benefit analysis will
show a higher cost with almost zero benefits. This will seriously discourage the compliant taxpayers,
who will consider it penalising,” the press release read.
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The MCCI feels that there should be an interim evaluation of the Budget after every three months.
Finance Minister AHM Mustafa Kamal had placed the Tk 6,78,064 crore national budget for FY23
in Parliament on Thursday.
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