
EDITORIAL

Budget for FY2019-20 was placed in the 
parliament on 13h June which was approved 

on 30th June.  The size of the budget of the total 
expenditure is estimated to be Tk. 5,23,190 crore, 
which is 18.1 percent of GDP.   Total allocation for 
operating and other expenditures is Tk. 3,20,469 
crore, and allocation for the annual development 
program is Tk. 2,02,721 crore. 

The overall budget deficit will be Tk. 1,45,380 
crore, which is 5.0 percent of GDP. In financing 
the deficit, Tk. 68,016 crore will come from 
external sources and Tk. 77,363 crore from 
domestic sources. Amongst the financing from 
domestic sources, Tk. 47,364 crore will come 
from the banking system and Tk. 30,000 crore 
from savings certificates and other non-bank 
sources.  

Allocation proposed for the social infrastructure 
sector in the proposed budget is Tk 1,43,429 
crore, which is 27.41 percent of total allocation, 
in which allocation for human resource 
(education, health and other related sectors) 
will be Tk 1,29,056 crore. Allocation proposed 
for the physical infrastructure sector will be 
Tk. 1,64,603 crore or 31.46 percent, in which 
Tk. 66,234 crore will go to overall agricultural 
and rural development, Tk. 61,360 crore to 
overall communications, and Tk. 28,051 crore 
to power and energy. Total Tk. 1,23,641 crore 
has been proposed for general services, which 

is 23.63 percent of total allocation. Tk. 33,202 
crore is proposed for public-private partnerships 
(PPP), financial assistance to different industries, 
subsidies and equity investments in nationalized 
corporations, banks, and financial institutions, which 
is 6.35 percent of total allocation. Tk. 57,070 crore 
for interest payment, which is 10.91 percent of total 
allocation. 

The total revenue collection has been estimated to 
be Tk 3,77,810 crore where the National Board of  
Revenue (NBR) will contribute Tk 3,25,660 crore 
Tax revenue from non-NBR sources has been 
estimated at Tk 14,500 crore. Besides, non-tax 
revenue is estimated to be Tk. 37,710 crore. 

The House also passed the proposal that listed 
companies would give 30 percent of its net profit 
as stock and cash dividend. If any company fails to 
do so, it will have to pay 10 percent tax on retained 
earnings and reserves. The Parliament reduced tax 
on retained earnings and reserves of companies 
to 10 percent from initially-proposed 15 percent 
in the face of outcry from businesses, who argued 
that the step would discourage business expansion 
and investment. Listed companies will have to pay 
cash dividend equal to the ratio of stock dividend. 
If the ratio of stock dividend is higher than the cash 
dividend, the company will have to pay 10 percent 
tax on stock dividend.
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From the

President’s Desk

Bangladesh has achieved the status of middle income country by successfully implementing the Vision 
2021 plan and is heading forward to achieve the Sustainable Development Goals (SDGs) by 2030 and 
transform the country to a developed one by the year 2041. 

In order to support country’s Sustainable Development Goals, the ICMAB has also come forward. 
Last year, the Institute held an international conference on SDG, which was one of the high level 
conferences of the country. Proceedings of the conference are helping formulation of strategy for 
implementation of SDGs in the country. In some of the SDG goals where the Institute is effectively 
contributing are: providing quality education by upgrading the syllabus as per international standards, 
encouraging female students to bring gender equality, advocating sustainability and integrated 
reporting in financial sector, development and advocacy of cost accounting standards, developing 
CMA standards for sustainability reporting, develop and advocate guidelines on environmental 
management accounting to support corporate decision making etc. 

The whole world is moving towards achievement of SDGs, to make the universe livable for mankind. 
To achieve these SDGs the researchers have come forward with how to tune the tax policy for the 
benefit of the economy, environment and society. They are proposing to shift the tax burden from 
hard earned labour to natural resources use and pollution creators. The trend is now emerging 
towards imposing double taxation in the SGD un-favourable areas and reduction of tax to protect 
the environment and society.  There is need for reduction of employee and labour taxes and increase 
green tax on pollution and carbon emission, fossil fuels, water waste and metals etc.
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The Bangladesh parliament has recently approved 
highly ambitious budget for the year 2019-20. This 
year’s budget has therefore been prepared keeping in 
mind the far reaching goals, the goals that would help 
the country to become a developed nation by the 
year 2041. The important aspect of this year’s budget 
is implementation of new VAT Act. In order to achieve 
the goal of becoming developed country by 2041 
reform measures such as introduction of modified 
VAT system would play a pivotal role. Online access, 
limited intervention from tax authority, elimination 
of price declaration, simplification and broadening 
of input tax credit, elimination of advance payment 
of tax and transaction value based VAT collection 
are some of the positive factors that would play a 
favourable role to make the VAT more business 
friendly. Effective implementation of the new VAT law 
will help improve country’s tax GDP ratio helping the 
country to reach the developed status. 

At the Institute front, we met the Industries Minister 
and appraised him about the importance of cost audit 
in fertilizer and other industries under the Ministry. 
Subsequently, as a follow up visit, the delegation met 
Secretary and Joint Secretary of Ministry of Industries. 
Based on our discussions in a series of meetings 
the ministry is now actively considering use of cost 
statements for monitoring performance. In another 
effort to ensure submission of the Cost Audit report 
of the mandated companies to the RJSC, the ICMAB 
delegation met The Registrar, Registrar of Joint Stock 
Companies and Firms (RJSCF). The ICMA delegation 
also met the Executive Chairman of Bangladesh 
Investment Development Authority (BIDA) and 
discussed about the potential threat caused by the 
expatriate accountants and requested the Executive 
Chairman to take necessary steps to prevent such 
influx, as there is no dearth of locally competent 
personnel. The Institute, as a part of its responsibility, 
provides suggestions on national budget and this year 
also some valuable recommendations were made to 
NBR which was highly appreciated by the authority. As 
a part of routine programs to upgrade the members 
on the contemporary topics, CPD programs on 
new VAT, national budget, Cyber Security etc. were 
conducted successfully.

Canada is the largest foreign Chapter of 
the Institute. In order to avail exemption 
from the CPA Professional Education 
Program (PEP) courses I, along with 
Canada Chapter officials, had meeting 
with Senior Vice President, Business 
Development and Foreign Relations of 
CPA Canada. The meeting was centered 
around exemption facilities that can be 
availed for two professional courses 
of the Institution –  CPA Professional 
Education Program (PEP) and  CPA 
Canada Advanced Certificate in 
Accounting and Finance (ACAF).Once 
granted, the exemptions would help 
enormously the CMAs living in Canada 
as well as students aspiring to migrate/
work in Canada. 

According to recent researches, 
accounting profession is expected to face 
significant challenges in the coming days. 
Continued introduction of regulations, 
globalization of reporting standards 
and evolving smart digital technology 
are the three major challenges the 
accounting profession is going to face. 
To face these challenges the CMAs have 
to be very thorough with the emerging 
digitization process, update themselves 
with regulatory requirements, develop 
their knowledge base and become 
aware of the newer accounting and 
reporting standards. To exploit the digital 
transformation and successful transition 
into the role of value creator, management 
accountants will need to develop their 
data analytics and strategic management 
skills and focus on innovation. The 
Institute is putting all-out efforts to face 
these challenges by capacity building of 
CMAs through training in relevant and 
emerging areas. I am confident, the CMAs 
would come forward towards combating 
the challenges they are expected to face.

M.  Abul Kalam Mazumdar FCMA 

President, ICMA Bangladesh
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National Budget 2019-20, Income Tax and Amendments
in the Income Tax Laws: An Overview

Abstract 
Through the Finance  Act 2019, there are huge amendments in the Income-tax Ordinance 1984, but the 
existing tax rate structures for individual or corporate taxpayers have not been changed. However, the 
amendments in some cases result in possible disincentives or favourable incentives. Tax holiday regime or 
reduced tax rate policy for selected sectors has been extended. Scope of investment of undisclosed income 
by paying taxes at prescribed rate has newly been created for investment in Economic Zones or Hi-Tech 
Parks and such type existing provision on investment in residential building or apartment has been revised to 
pay tax at a lower prescribed rate. For listed companies, tax is imposed on stock dividend or retained earnings 
or reserve or surplus to pay at least fifteen percent of their net profit as cash dividend. The presumptive 
tax rates on road and water transports or vehicles have significantly been enhanced without considering 
the economic life of those vehicles. There are a number of amendments in case of withholding taxes as an 
expansionary policy drive by enhancing the rate of deduction or coverage or number of withholding entities 
or by taking some indirect punitive measure by considering the applicable payment without deduction of 
tax at source as deemed income. This paper has comprehensively enumerated all the recent amendments in 
income tax laws with a reflection on the effect of those changes.

Keywords: Income-tax Ordinance, National Budget, Finance Act.
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1.0 Introduction
On 13 June 2019, new Finance Minister Mr. A. H. M. 
Mustafa Kamal, FCA, MP, has placed the National 
Budget 2019-20 in the Parliament in the first budget 
session of the current government and the third 
session of the eleventh Parliament. The budget for 
the financial year (FY) 2019-20 is the country’s 48th 
budget and the 20th budget of the Awami League 
government. The budget speech is titled Bangladesh 
on a Pathway to Prosperity: Time is Ours, Time for 
Bangladesh and consists of 128 pages in printed 
version in English language (4 initial pages plus 100-
page body plus 28-page annexures). Finance Minister 
Mr. Kamal started a digital presentation of his first 
budget speech, but later, Prime Minister Sheikh 
Hasina read out the rest of the budget script on 
behalf of the finance minister. The Budget 2019-20 
has been passed on 30 June 2019.

The budget of 2019-20 is the ever biggest in terms 
of the size of total expenditure (Tk. 523,190 crore 
in FY2019-20 against Tk. 442,541 crore in revised 
budget of FY2018-19, with an increase of 18.2%). For 
financing this big budget, the total revenue target 
(excluding foreign grants) for FY2019-20 is Tk. 
377,810 crore, which was Tk. 316,613 crore in the 
revised budget of FY2018-19 (i.e., 19.3% increase). 
After inclusion of the foreign grants, this year 
(FY2019-20) 73.0% of the total expenditure will be 
financed by the targeted revenue sources, which was 
only 72.4% in last year’s revised budget. In terms 
of gross domestic product (GDP) also, this shows 
more capability of the Government successively 
(total revenue including foreign grants is 13.2% of 
GDP in FY 2019-20, which was 12.6% of GDP in 
the revised budget of FY 2018-19). But the tax-GDP 
ratio is still far below than expected (8.68% actual in 
FY2017-18, 11.42% in revised budget of FY2018-19 
and 11.78% in original budget of FY2019-20 against 
the corresponding planned rates of 12.3%, 13.1% 
and 14.1% respectively in the 7th Five Year Plan) 
(GOB, 2019c; 2019d). In this paper, overall taxes and 
non-taxes issues of the budget and the structure 
of the Finance Act 2019 have been discussed in 
brief and changing aspects of the income tax of the 
budget have been delineated with broader focus. A 
diagnostic overview of the insertions, substitutions, 
deletions and revisions in the income tax laws by 
the Finance Act 2019 and other relevant SROs 
(statutory rules and orders) has also been presented 
in the paper.

2.0  Revenue Aspects of the 
National Budget 2019-20

The revenue target (including foreign grants) in the 
budget for FY2019-20 has been fixed at Tk. 381,978 
crore, against Tk. 320,399 crore in revised budget of 
FY2018-19, with an increase of 19.2% (which was 
30.1% in preceding year). However, the revenue 
target (excluding foreign grants) in the budget for 
FY2019-20 has been fixed at Tk. 377,810 crore, 
against Tk. 316,613 crore in revised budget of 
FY2018-19, with an increase of 19.3% (which was 
30.8% in preceding year). The percentage growth 
in total revenue including foreign grants and that 
excluding foreign grants are almost similar (19.2% 
including foreign grants vs. 19.3% excluding foreign 
grants), although there is a higher target of foreign 
grants (Tk. 4,168 crore in FY2019-20 against Tk. 
3,787 crore in revised budget of FY2018-19, with a 
rise by 10.1%). Out of total revenue target (excluding 
foreign grants) of Tk. 377,810, tax revenue consists 
of 90.0% and remaining 10.0% is non-tax revenue.

Out of total tax revenue target of Tk. 340,100 crore 
(which is 17.4 percent higher from the revised 
target of Tk. 289,600 crore), value added tax (VAT) 
will contribute the highest 36.2 percent. Then 
income tax will contribute 33.5 percent, the second 
highest share of total tax target. Of the other taxes 
collected by the National Board of Revenue (NBR), 
supplementary duty will contribute 14.2 percent, 
customs duty 10.7 percent, excise duty 0.7 percent, 
and other taxes and duties 0.5 percent. The non-
NBR taxes in total including the Surcharges (Health 
Development, Environmental Safety and Information 
Technology Development) will contribute only 4.3 
percent of total tax target, where a new line-item 
has been added in the budget.

As shown in Table 1, total income tax revenue target 
for FY 2019-20 is at Taka 113,912 crore with 19.70 
percent increase over that of revised budget for FY 
2018-19 (although there is a decline of 5.51 percent 
from the original budget of FY 2018-19 in the 
revised budget). The amount of income tax target in 
FY2019-20 is 33.49 percent of the total tax target 
of Tk. 340,100 crore, 34.99 percent of the NBR’s tax 
target of Tk. 325,600 crore and 30.15 percent of the 
total revenue (excluding foreign grants) target of Tk. 
377,810 crore. In FY2019-20, income tax will finance 
21.77 percent of total expenditure of Tk. 523,190 
crore. The income tax-GDP ratio was 3.75 percent 
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in revised budget of FY2018-19, and it is expected to be 3.95 percent in FY2019-20 (overall tax-GDP ratio 
expected to be 11.78 in FY2019-20 against 11.42 in revised budget of FY2018-19) (GOB, 2019d), although in 
the seventh Five-Year Plan (2015-2020), overall tax-GDP ratio was fixed at 14.1 in FY2019-20 against 13.1 in 
in FY2018-19. Income tax is targeted to be increased by 13.10 percent in terms of original budget-to-budget 
comparison (current year’s Taka 113,912 crore versus last year’s Taka 100,719 crore), but in terms of current 
year’s budget versus last year’s revised budget, the enhancement is reasonably big (19.70 percent).

Table 1: Income Tax Revenue Target in the Budget

Income Tax Parameters
Actual 

2016-17
Actual 

2017-18
Budget 
2018-19

Revised Budget 
2018-19

Budget  
2019-20

% Increase

Taxes on Income and Profit (crore taka)
(% of original budgeted target)

52,433
(72.88)

59,031
(69.30)

100,719
(100)

95,167
(94.49)

113,912
(100)

19.70

Taxes on Income and Profit as a % of:

Total NBR Tax Revenue 30.55 31.55 30.93 33.99 34.99 2.93

Total Tax Revenue 29.44 30.38 29.61 32.86 33.49 1.92

Total Revenue (excluding foreign grants) 26.06 27.26 26.66 30.06 30.15 0.31

Total Expenditure 19.46 18.34 19.25 21.50 21.77 1.25

Gross Domestic Product (GDP) 2.68 2.64 3.49 3.75 3.95 5.19

Overall Tax-GDP Ratio 9.10 8.68 11.78 11.42 11.78 3.21

Tax-GDP Ratio in 7th Five Year Plan 11.5 12.3 13.1 13.1 14.1

Note: “% increase” means increase in Budget 2019-20 over Revised Budget 2018-19.

Sources: Compiled from GOB (2019c); GOB (2019d); GOB (2018a); GOB (2018b).

3.0 Structure of the Finance Act 2019
Just after the budget speech, the Finance Bill 2019 was placed in the Parliament by the Finance Minister on 13 
June 2019 to effect the fiscal measures proposed in the national budget 2019-20. The Finance Bill was passed 
on 29 June 2019 and Presidential assent was given to it on 30 June 2019 and published in the official Gazette 
on the same day as the Finance Act 2019 (Act No. 10 of 2019). The structures of the Finance Bill 2019 (FB 
19) and the Finance Act 2019 (FA 19) are as follows:

Chapter Coverage of the Tax Laws
Finance Bill 2019

(placed on 13.6.2019)
Finance Act 2019

(passed on 29.6.2019)

First Preliminary Section 1 01 section Section 1 01 section

Second Customs Act, 1969 (Act No. IV of 1969) Sections 2-10 09 sections Sections 2-10 09 sections

Third
Income-tax Ordinance, 1984 (Ord. No. XXXVI 
of 1984)

Sections 11-54 44 sections Sections 11-52 42 sections*

Fourth
Value Added Tax and Supplementary Duty Act 
2012 (Act No. 47 of 2012)

Sections 55-107 53 sections Sections 53-108 56 sections

Fifth Schedules -- -- -- --

Sixth
Declaration -- -- -- --

Statement regarding Object and Reason -- --

Total Sections 1-107 107 sections Sections 1-108 108 sections

*One proposal of inserting a new section 94B (Assessment without jurisdiction)1 and another proposal of deleting the proviso to clause (f) of sub-section 
(2) of section 174 (Appearance by authorised representative)2 under section (u/s) 42 and u/s 48 of the Finance Bill 2019 respectively were withdrawn 
at the time of passing the Finance Act 2019.

Sources: GOB (2019a), The Finance Bill 2019; GOB (2019b), The Finance Act 2019.

 1 “94B. Assessment without jurisdiction.- If any income tax authority makes any assessment beyond jurisdiction, it shall be considered without 
lawful authority and shall stand annulled and such assessment shall be made by an income tax authority having proper jurisdiction within two 
years from the end of the assessment year in which the income was first assessable”.

 2 Proviso to clause (f) of sub-section (2) of section 174 is related to an income tax practitioner registered by the National Board of Revenue 
(NBR), the content of which is as follows:  “Provided that such an income tax practitioner shall be a member of any registered Taxes Bar Associa-
tion” (proviso inserted by the FA 2006).
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Since the Value Added Tax and Supplementary Duty Act 2012 (VAT-SD Act) has been made effective from July 
1, 2019 by repealing the Value Added Tax Act 1991 (Act No. 22 of 1991), the significant changes (about 52%) 
have been made in the VAT-SD Act in terms of number of sections of the Finance Act 2018. Thereafter, major 
changes (about 39%) have been made in the Income-tax Ordinance 1984 (ITO) under similar comparison. A 
review of these changes is presented below.

4.0 Amendments in the Income Tax Ordinance
Below is the description of salient structural and other changes in the income tax rates and other changes 
made in income tax laws have been delineated below.

Overall structural change in the Income Tax Ordinance: On 01.07.2018 for assessment year (AY) 
2018-19, there were 24 Chapters, 310 sections and 7 Schedules. Following are the changes done in the 
Income-tax Ordinance, 1984 by the Finance Act, 2019:

• New sections inserted: 7 sections (sections 16F, 16G, 19DD, 30B, 46BB, 46CC, and 184CC);
• Existing section deleted: no section deleted;
• Existing sections substituted: 5 sections (sections 19BBBBB, 52F, 52P, 53A and 53J);
• Existing sections amended: 27 sections (sections 2, 19, 30, 32, 33, 44, 52, 52AA, 52D, 52K, 53DDD, 53GG, 

54, 56, 64, 75, 75A, 75AA, 82BB, 82C, 93,107A, 107C, 107D, 165, 165C, and 184A); and
• Existing Schedule amended: 2 Schedules (Second Schedule and Sixth Schedule).

Thus, from 01.07.2019 for AY 2019-20, there are 24 Chapters, 317 sections and 7 Schedules.

Overall structural change in the Income Tax Rules: For AY 2017-18 (after amendment by SRO No. 
191-Ain/Aykar/2018, dated 25.06.2018), there were 107 rules (Rule 1 to Rule 75A). Following are the changes 
done in the Income-tax Rules, 1984 by SRO No. 213-Ain/Aykar/2019, dated 23.06.2019, applicable for AY 
2019-20:

• New rules inserted/deleted: No new rule has been inserted or no rule deleted; and
• Existing rules amended: 4 rules (rules 16, 17A, 24 and 37);

Thus, for AY 2019-20, there are 107 rules (Rule 1 to Rule 75A) in the Income Tax Rules, 1984.

Changes in Income Tax Rates:
Tax rates for AY 2019-20 have been mentioned below according to various taxpayers and for different classes 
of income.

Tax Rate for Non-Corporate Taxpayers:
Resident individual assessee, non-resident Bangladeshi, association of persons, firm, Hindu undivided 
family (HUF) and other artificial juridical persons: There are no changes in the income slabs or 
corresponding tax rates in AY 2019-20 except for one change in case of tax rate on “Income from lottery, 
crossword puzzle, etc. u/s 19(13)” under paragraph 3 of the Second Schedule to make it simplified and 
straightforward.

Type of Income
Tax Rates for AY

2018-19 2019-20

(1) Capital gain on transfer of listed securities or mutual fund of:
- shareholders of stock exchange [Source tax u/s 53N from AYs 2014-15 to 2015-16 with settled tax u/s 82C and 

from AY 2016-17 with minimum tax u/s 82C]
- a partnership firm [SRO No. 196-Ain/Aykar/2015, dated 30.6.2015, from AY 2015-16]
- a sponsor shareholder or director or placement-holder of a listed company [source tax u/s 53M and 

settled tax u/s 82C up to AY 2015-16 and minimum tax u/s 82C from AY 2016-17]
- a sponsor shareholder or director of bank, financial institution, merchant bank, insurance company, 

leasing company, portfolio management company and stock dealer company [SRO No. 196-Ain/
Aykar/2015, dated 30.6.2015 from AY 2015-16]

- other shareholder or director of a listed company having more than 10% of share capital of a 
company at any time in income year [SRO No. 196-Ain/Aykar/2015, dated 30.6.2015 from AY 2015-16]

15%

10%
5%

5%

5%

15%

10%
5%

5%

5%

(2) Other capital gain (long-term) 15% or Average Tax Rate (ATR) on total income including capital gain, lower one Same

(3) Income from lottery, crossword 
puzzle, etc. u/s 19(13)

As per Second Schedule, 20% or ATR on total income including such accidental 
income, lower one; but 20% TDS is applicable u/s 55, which is treated as minimum tax

20%a
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Type of Income
Tax Rates for AY

2018-19 2019-20

(4) Other income

     Total Income-Slab AY2018-19c AY2019-20c AY2018-19 AY2019-20

On first Tk.
On next Tk.   
On next Tk. 
On next Tk. 
On next Tk. 
On balance Tk.

250,000b
400,000
500,000
600,000
3,000,000
Balance

250,000b
400,000
500,000
600,000
3,000,000
Balance

Nil
10%
15%
20%
25%
30%

Nil
10%
15%
20%
25%
30%

Minimum tax (Tk.)

City Corporation area: Dhaka North and Dhaka South and 
Chittagong

5,000 5,000

City Corporation area: Other 4,000 4,000

Other area 3,000 3,000
a As per paragraph 3 of the Second Schedule, tax rate on “Income from lottery, crossword puzzle, etc. u/s 19(13)” is straight 20% from 

AY2019-20 [paragraph 3 of the Second Schedule amended by section 49 of the FA 2019]; and TDS on this income at 20% u/s 55, which 
is treated as minimum tax.

b Initial exemption limit for AYs 2018-19 and 2019-20: women taxpayers and taxpayers having age of 65 years or more–Taka 300,000; 
taxpayers with disability–Taka 400,000; Gazetted war-wounded freedom fighters–Taka 425,000; and initial exemption limit will be Taka 
50,000 more for parents or legal guardian of a retarded taxpayers and in case of both father and mother of the retarded person are 
assessees, either of them shall get this benefit.

c For AYs 2018-19 and 2019-20, if an assessee is the owner of a small or cottage industry situated in Less Developed Area or Least 
Developed Area and engaged in producing cottage industry goods, he will obtain income tax rebate at 5% of payable income tax 
(if income year’s production is higher by more than 15% but not more than 25%) or 10% of payable income tax (if income year’s 
production is higher by more than 25%).

Changes in Investment Allowance and Tax Credit [Sec. 44(2)(b) and Paragraph 23 of Part B, Sixth 
Schedule]: From AY 2019-20, one item of investment allowance subject to investment tax credit has been 
deleted. Previously under paragraph 23 (inserted by the FA 2009) of Part B, Sixth Schedule, any sum invested 
in the purchase of one computer or one laptop by an individual assessee was subject to tax credit, which has 
been now withdrawn.The rate of tax credit on investment allowance u/s 44(2)(b) is also revised as follows:

Previous investment tax credit Changed investment tax credit

(i)  if the total income does not exceed Tk. 10 lakh @ 15% of the 
eligible amount; 

(ii)  if the total income exceeds Tk. 10 lakh but does not exceed Tk. 
30 lakh @ 15% of the first Tk. 250,000 of the eligible amount 
plus 12% of the rest of the eligible amount;

(iii)  if the total income exceeds Tk. 30 lakh @ 15% of the first Tk. 
250,000 of the eligible amount plus 12% of the next Tk. 500,000 
of the eligible amount plus 10% of the rest of the eligible 
amount.

(i)  if the total income does not exceed taka fifteen lakh @ 15% of 
the eligible amount; 

(ii)  if the total income exceeds taka fifteen lakh @ 10% of the 
eligible amount.

Impact: (i) if the total income does not exceed Tk. 10 lakh, there 
is no impact;  (ii) if the total income exceeds Tk. 10 lakh but 
does not exceed Tk. 15 lakh, then investment tax credit may be 
increased; and (iii) if the total income exceeds Tk. 15 lakh, then 
investment tax credit may be decreased.

Here, the eligible amount u/s 44(2)(c) is the lesser of 25% of total income (excluding exempted income and 
income subject to reduced rate), or Tk. 1,50,00,000 or actual allowable investments.

Rate of Surcharge for Individual Assessee and Manufacturer of Tobacco Products: From AY 2017-18, 
there are two paragraphs in the schedule of surcharge: Paragraph A is related to the previous ‘wealth tax 
surcharge’ (WTS) for an individual assessee in general based on ‘total net worth’ and Paragraph B is related 
to ‘income surcharge’ for manufacturer of tobacco products based on income tax payable on income earned 
from business of those products (i.e., any manufacturer, not necessarily an individual; and not on the basis 
of ‘total net worth’). From AY2018-19, there are changes in case of WTS for individual assessee: (i) Wealth 
includes quantitative criteria of ‘more than one motor car’ and ‘house property having an aggregate area 
of more than 8,000 square-feet in a city corporation area’, in addition to value-based criterion of ‘total net 
worth’ shown in the statement of assets, liabilities and expenses submitted u/s 80; (ii) Minimum WTS for 
individual assessee has been changed to Tk. 3,000 (as was in preceding AY) for WTS rates of 10% and 15%; 
and Tk. 5,000 for WTS rates of 20%, 25% and 30%; and (iii) Explanation is added to define ‘total net worth’ 
and ‘motor car’. This year (AY 2019-20), under a new proviso to Paragraph A, for a high net worth individual 
assessee (having net worth of Tk. 50 crore or more), WTS shall be higher of 0.1% of net worth or 30% of 
income tax applicable on the income on which income tax is applicable.
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Paragraph A: Rates of WTS for an individual assessee

Sl. Wealth
WTS Rates for AY

2018-19 2019-20

(a)
Total net worth up to Tk. 2 crore 25 lakh Zero ---

Total net worth up to Tk. 3 crore --- Zero

(b)

Total net worth above Tk. 2 crore 25 lakh, but not exceeding Tk. 5 crore
or, in own name, more than one motor car; 
or, house property having an aggregate area of more than 8,000 square-feet in a 
city corporation area

10%α ---

Total net worth above Tk. 3 crore, but not exceeding Tk. 5 crore
or, in own name, more than one motor car; 
or, house property having an aggregate area of more than 8,000 square-feet in a 
city corporation area

--- 10%Φ

(c) Total net worth above Tk. 5 crore, but not exceeding Tk. 10 crore 15%α 15%Φ

(d) Total net worth above Tk. 10 crore, but not exceeding Tk. 15 crore 20%β 20%β

(e) Total net worth above Tk. 15 crore, but not exceeding Tk. 20 crore 25%β 25%β

(f) Total net worth above Tk. 20 crore 30%β 30%β

α  Minimum surcharge, if total net worth exceeds Tk. 2 crore 25 lakh, but not 
exceeding Tk. 10 crore

Tk. 3,000 ---

Φ  Minimum surcharge, if total net worth exceeds Tk. 3 crore, but not exceed-
ing Tk. 10 crore (i.e., against 10% and 15% rates of WTS)

--- Tk. 3,000

β  Minimum surcharge, if total net worth exceeds Tk. 10 crore (i.e., against 20%, 
25% and 30% ratesof WTS)

Tk. 5,000 Tk. 5,000

Note: 1 crore = 10 million.

This year (from AY 2019-20), a new proviso has been inserted in Paragraph A under which, for an assessee 
having net worth is Tk. 50 crore or more, the WTS shall be 0.1% of net worth or surcharge payable at the 
rate of 30% of income tax applicable on the income on which income tax is applicable, whichever is higher.

Explanation to Paragraph-A (first inserted by the Finance Act 2018 and continued):

(i) “Total net worth” means total net worth as to be shown (i.e., shown or legally to be shown)in the 
statement of assets, liabilities and expenses submitted u/s 80 of the Income Tax Ordinance, 1984;

(ii) “Motor car” means private car, jeep or microbus.

Paragraph B: Rate of Income Surcharge (IS) for manufacturer of tobacco products
Paragraph-B (first inserted by the Finance Act 2017 and continued) is for an assessee being a manufacturer of 
tobacco products including cigarette, biri, jarda, gul etc. who shall pay ‘income surcharge’ at the rate of 2.5% 
on income earned from business of those tobacco products.

Reduced rate for special tax treatment in respect of investment in residential building or apartment 
[Sec. 19BBBBB substituted]: Existing provision on investment of undisclosed income by any person at the 
rate prescribed on the basis of per ‘square meter’ (sqm) in the construction or purchase of any residential 
building or apartment was initially proposed for building or apartment or land. But finally the provision is 
made in relation to building or apartment by reducing the prescribed rate u/s 19BBBBB(1) as follows:

Name of the areas Existing tax rates/sqm Proposed tax rates/sqm f

Gulshan Model Town, Banani, Baridhara, 
Motijheel commercial area and 
Dilkhusha commercial area of Dhaka 

• Tk. 5,000/sqm for plinth area up to 200 sqm;
• Tk. 7,000/sqm for plinth area above 200 sqm

• Tk. 4,000/sqm for plinth area up to 200 sqm;
• Tk. 5,000/sqm for plinth area above 200 sqm

Dhanmandi Residential Area, Defence 
Officers Housing Society (DOHS), 
Mahakhali, Lalmatia Housing Society, 
Uttara Model Town, Bashundhara 
Residential Area, Dhaka Cantonment, 
Kawran Bazar, Bijaynagar, Segunbagicha, 
Nikunja of Dhaka, and Panchlaish, 
Khulshi, Agrabad and Nasirabad Area of 
Chattogram

• Tk. 4,000/sqm for plinth area up to 200 sqm;
• Tk. 5,000/sqm for plinth area above 200 sqm

• Tk. 3,000/sqm for plinth area up to 200 sqm;
• Tk. 3,500/sqm for plinth area above 200 sqm
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Name of the areas Existing tax rates/sqm Proposed tax rates/sqm f

Any City Corporation other than areas 
of Dhaka and Chattogram mentioned 
above

• Tk. 2,000/sqm for plinth area up to 200 sqm;
• Tk. 3,000/sqm for plinth area above 200 sqm

• Tk. 800/sqm for plinth area up to 120 sqm;
• Tk. 1,000/sqm for plinth area exceeding 120 

sqm but up to 200 sqm;
• Tk. 1,500/sqm for plinth area above 200 sqm

A Paurasabha of any district 
headquarters

• Tk. 600/sqm for plinth area up to 200 sqm;
• Tk. 800/sqm for plinth area above 200 sqm

• Tk. 300/sqm for plinth area up to 120 sqm;
• Tk. 500/sqm for plinth area exceeding 120 

sqm but up to 200 sqm;
• Tk. 700/sqm for plinth area above 200 sqm

Areas not mentioned above
• Tk. 400/sqm for plinth area up to 200 sqm;
• Tk. 600/sqm for plinth area above 200 sqm

• Tk. 200/sqm for plinth area up to 120 sqm;
• Tk. 300/sqm for plinth area exceeding 120 

sqm but up to 200 sqm;
• Tk. 500/sqm for plinth area above 200 sqm

In the Finance Bill 2019, there were another tax rate of per square meter of land located in the above five 
locations as Tk. 15,000/sqm, Tk. 10,000/sqm, Tk. 5,000/sqm, Tk. 1,000/sqm, and Tk. 500/sqm respectively.

Special tax treatment in respect of investment in Economic Zones or Hi-Tech Parks [new section 
19DD]: Notwithstanding anything contained in the Income-tax Ordinance or any other law for the time 
being in force, no question shall be raised as to the source of any sum invested in any economic zone declared 
under section 5 of the Bangladesh Economic Zone Act, 2010 (Act No. 42 of 2010) or in any hi-tech park 
declared under section 22 of the Bangladesh Hi-tech Park Authority Act, 2010 (Act No. 8 of 2010) for setting 
up industrial undertaking engaged in producing goods or services therein within the period from the first day 
of July, 2019 and the thirtieth day of June, 2024 (both days inclusive) by a company, if tax at the rate of 10% is 
paid on the sum so invested before filing of the return for the concerned income year.

• Tax Rate for Corporate Taxpayers:
Corporate tax rate structure is not changed for AY 2019-20 except the enhanced minimum tax rate of 2% 
(instead of 0.75%) for mobile phone operator u/s 82C(4) and TDS u/s 54 and exemption in relation to ‘taxed 
dividend’ under paragraph 60 of Part A of Sixth Schedule, which was for a resident company in the preceding 
financial/assessment year and for any resident or non-resident company from this year.

Types of Company Type of Income
Tax Rates for AY

2018-19 2019-20

Any company

(1) Capital gain 
arising out of

- Transfer of securities of listed company [SRO 
No. 196-Ain/Aykar/2015, dated 30.6.2015 from AY 
2015-16]

10% 10%

- Transfer of other capital assets [Second Schedule] 15% 15%

(2) Dividend income [from AY2018-19 (for a company being resident in 
Bangladesh) and from AY2019-20 (for any company), subject to sec. 
2(62B), Proviso to clause (b) of sec. 54 and paragraph 60 of Part A of 
Sixth Schedule]

20% 20%

Bank, insurance, financial 
institutions (except merchant bank)

Other income 
(except capital 
gain and dividend 
income)

- Company being a publicly traded company 37.5% 37.5%

- For bank, insurance and financial institution 
approved by Government in 2013

37.5% 37.5%

-  For other company (actually foreign banks only) 40% 40%

Merchant bank Merchant bank
Other income (except capital gain and dividend 
income)

37.5% 37.5%

Cigarette manu-facturing 
companies

Other income 
(except capital 
gain and dividend 
income)

- Company being a publicly traded company 45% + 2.5% IS 45% + 2.5% IS

-   For other company 45% + 2.5% IS 45% + 2.5% IS

Mobile phone operator 
companies

Other income 
(except capital 
gain and dividend 
income)

- Company being converted into a publicly traded 
one by transferring at least 10% shares [of 
which maximum 5% may be through Pre-Initial 
Public Offering Placement (IPO)] through stock 
exchanges

40% 40%

-   For other company 45% 45%
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Types of Company Type of Income
Tax Rates for AY

2018-19 2019-20

Other company

Other income 
(except capital 
gain and dividend 
income)

- For publicly traded company
  i.  Dividend declared by less than 10% or failure 

to pay declared dividend within SEC stipulated 
time (60 days as per SEC’s SRO No. 385-Ain/91, 
dated 15.12.1991; 30 days from 9.2.2010 as per 
SEC Notification on same date)

  ii.  Other situation

25%

25%

25%

25%

- For other company 35% 35%

All companies

Minimum tax as a % of ‘gross receipts’ u/s 16BBB and 82C(4) from AY 
2016-17

See below

Minimum tax for every partnership firm having gross receipts of more than taka fifty lakh and 
every company [Section 16BBB and substituted section 82C]: From AY2016-17, section 16BBB 
has been inserted as a charging section for minimum tax (by repealing previous section 16CCC which 
was for rate of minimum tax) and the provision of imposing minimum tax for companies and applicable 
partnership firms has been shifted to section 82C(4) at following rate of minimum tax:
(1)  For manufacturer of cigarette, bidi, chewing tobacco, smokeless tobacco or any other tobacco 

products @ 1% of gross receipt;
(2)  For mobile phone operator @ 0.75% of gross receipt*; and
(3)  For other @ 0.60% of gross receipt.
However, the reduced minimum tax rate of zero point one zero percent (0.10%) of gross receipts has 
been maintained for an industrial undertaking engaged in manufacturing of goods for the first three 
income years since commencement of its commercial production. Additionally, where the assessee has an 
income from any source that is exempted from tax or is subject to a reduced tax rate, the gross receipts 
from such source or sources shall be shown separately, and the minimum tax shall be calculated by 
allowing proportional benefit of this exemption or reduced rate.

*From AY2019-20, under section 40(c) of the FA 2019, for mobile phone operator the minimum tax rate 
has been increased from 0.75% to 2% of gross receipt by amending section 82C(4).

  Applicable for a mobile operator company: For both AYs 2018-19 and 2019-20, if a mobile phone operator company transfers at least 
20% shares through Initial Public Offering (IPO), it will obtain income tax rebate at 10% on applicable income tax in the concerned year 
of such transfer.

 Applicable for a company which is not publicly traded (other than a banking or insurance company, or merchant bank, or 
tobacco products manufacturing company or mobile phone operator company): For both AYs 2018-19 and 2019-20, if such 
company transfers at least 20% shares through Initial Public Offering (IPO), it will obtain income tax rebate at 10% on applicable income 
tax in the concerned year of such transfer. 

• Tax rate for manufacturer and exporter of readymade garments: For AY 2017-18, the tax 
rates for income from export by the manufacturer and exporter of knitwear and woven garments were 
10% or 12%  [S.R.O. 255-Ain/Aykar/2017, dated 01.08.2017, amended by S.R.O. 217-Ain/Aykar/2019, dated 
23.06.2019], which have been changed as follows for AY 2018-19 and the same rates have been further 
extended for AY 2019-20 [S.R.O. 217-Ain/Aykar/2019, dated 23.06.2019]:

Sl. Manufacturer and exporter of readymade garments
Rates for AY

2017-18 2018-19 and 2019-20

(a) Company with factory having internationally recognized green building certification 10% 12%

(b) Other public limited company 12% 12.5%

(c) Other company not being a public limited company 12% 15%

(d) Non-corporate assessee (Maximum rate) 12% 15%

• Corporate tax rate for textile sector: Under S.R.O. 193-Ain/Aykar/2015, dated 30.06.2015, the tax 
rate for textile sector companies (engaged in thread manufacturing, thread dying, finishing, coning, clothes 
manufacturing, clothes dying, finishing, printing or engaged in one or more such processes in relation 
to textile production) was 15% from July 1, 2015 to June 30, 2019. S.R.O. 193-Ain/Aykar/2015, dated 
30.06.2015, has been amended by S.R.O. 218-Ain/Aykar/2019, dated 23.06.2019 and the reduced rate of 
15% is to be applicable now up to June 30, 2022.

• Presumptive tax rate for owners of road vehicles enhanced [SRO 171-Ain/Aykar/2009; dated 
30/06/2009, amended by SRO 160-Ain/Aykar/2014; dated 26/06/2014,and repealed by SRO 215-
Ain/Aykar/2019; dated 23/06/2019]:Under SRO 215-Ain/Aykar/2019; dated 23/06/2019, the tax rates 
have been increased for the owner of bus, minibus, coaster, taxicab, prime mover, truck, tank lorry, pick-up, 
human hauler, maxi and auto-rickshaw as follows:
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Particulars
Rate from 01.07.2014 to 30.06.2019 Rate from 

01.07.2019 (Tk.)Up to 10 years old (Tk.) Above 10 years old (Tk.)

Bus (capacity more than 52 seats) 12,500 6,500 16,000

Bus (capacity 52 seats or less) 9,000 4,500 11,500

A/C luxury bus 30,000 15,000 37,500

Bus (double Decker) 12,500 6,500 16,000

A/C Mini Bus/Coaster 12,500 9,000 16,000

Other Mini Bus/Coaster 5,000 2,500 6,500

Prime mover (container carrying) 19,000 10,000 24,000

Truck and tank lorry 
(capacity more than 5 ton) 

12,500 7,500 16,000

Truck and tank lorry 
(capacity more than 1.5 ton to 5 ton) 

7,500 4,500 9,500

Truck / pick-up 
(capacity 1.5 ton or less) and all type of human 
hauler, maxi and auto-rickshaw 

3,000 2,500 4,000

A/C taxi cab 9,000 4,500 11,500

Non A/C taxi cab 3,000 1,500 4,000

• Presumptive tax rates of water transports enhanced [SRO 224-Ain/Aykar/2012; dated 27/06/2012, 
amended by SRO 162-Ain/Aykar/2014; dated 26/06/2014, repealed by SRO 214-Ain/Aykar/2019, 
dated 23/06/2019]:Under SRO 214-Ain/Aykar/2019, dated 23/06/2019, thetax rates for the owner of 
inland water vessel, cargo or coaster and dump burge have been increased as follows:

Particulars
Rate from 01.07.2014 to 30.06.2019 Rate from 

01.07.2019 (Tk.)Up to 10 years old (Tk.) Above 10 years old (Tk.)

Inland water vessel (per passenger on the basis 
of day-time passenger capacity) 

100 40 125

Cargo or coaster engaged in carrying goods 
through inland water-way (per gross tonnage 
on the basis of capacity of carrying goods) 

135 60 170

Dump Burge engaged in carrying goods 
through inland water-way (per gross tonnage 
on the basis of capacity of carrying goods)

100 50 125

• Tax exemption for educational/training institution for persons with disability [paragraph 59 of Part 
A, Sixth Schedule amended]: Under paragraph (‘para’ hereinafter) 59 of Part A of Sixth Schedule, from 
AY2018-19, any income derived from the operation of an educational or training institution runs exclusively 
for persons with disability is exempted from tax. The provision of“any income derived from the operation 
of an educational or training institution” has been amended to “any income of an educational or training 
institution” by the FA 2019 effective from AY 2019-20 and thus all incomes of these institutions are now 
tax exempted.

• Extension of tax exemption for another five years for handicrafts-exporters, cinema hall or Cineplex, 
and rice bran oil producers [Paragraphs 35, 44 and 45 of Part A, Sixth Schedule amended]: Existing 
tax exemption facility for handicrafts-exporters, cinema hall or Cineplex, and rice bran oil producers has 
been extended for another five years as follows:

Classes of exempted income Existing timing Changed timing

income derived from the export of handicrafts under paragraph (u/p) 35
for the period from July 1, 
2008 to June 30, 2019

for the period from July 1, 
2008 to June 30, 2024

income derived from cinema hall or Cineplex which starts commercial exhibi-
tion u/p 44

between July 1, 2008 and 
June 30, 2019

between July 1, 2008 and 
June 30, 2024

income derived by an industrial undertaking engaged in the production of rice 
bran oil and commencing commercial production u/p 45

by June 30, 2019 by June 30, 2024

• Charge of tax on stock dividend declared by a listed company [new section 16F]: In accordance 
with the provision of new section 16F, notwithstanding anything contained in the Income-tax Ordinance 
or any other law for the time being in force, if in an income year, the amount of stock dividend declared 
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or distributed exceeds the amount of cash dividend declared or distributed or without declaration or 
distribution of any cash divided by a company registered under the Companies Act, 1994 and listed to any 
stock exchange, tax shall be payable at the rate of ten per cent on the whole amount of stock dividend 
declared or distributed in that income year. The comparative positions of this provision as proposed in the 
Finance Bill (FB) and as passed in the Finance Act (FA) are as follows:

Proposed provision u/s 16F in the FB 2019 Final provision u/s 16F in the FA 2019

If a listed company declares stock dividend, whether interim or 
otherwise, the company shall pay, in addition to tax payable, tax on 
the value of stock dividend at the rate of fifteen per cent within 
sixty days from the date of such declaration.

If the amount of stock dividend declared or distributed exceeds the 
amount of cash dividend declared or distributed or without declara-
tion or distribution of any cash divided by a listed company, tax shall 
be payable at the rate of ten per cent on the whole amount of stock 
dividend declared or distributed in that income year.

It is to be noted that here the income tax is on “stock dividend” which is an enhancement of paid-up capital 
by converting share-premium or other undistributed past or present profit on which income-tax has already 
been paid and hence the tax is not on pre-tax income earned in the income year. However, due to the 
revision from the proposal in the FB (tax rate reduced from 15% to 10%; and made conditional with cash 
dividend), the final provision may be viewed as a constraining fiscal instrument to pay cash dividend only or 
cash dividend equal to the amount of stock dividend or more.

• Charge of tax on retained earnings, reserves, surplus etc. [new section 16G]: Notwithstanding 
anything contained in this ordinance or any other law for the time being in force, if in an income year, the 
total amount transferred to retained earnings or any fund, reserve or surplus, called by whatever name, by 
a company registered under the Companies Act 1994 and listed to any stock exchange exceeds seventy 
per cent of the net income after tax, tax shall be payable at the rate of ten per cent on the total amount so 
transferred in that income year. The comparative positions of this provision as proposed in the FB and as 
passed in the FA are as follows:

Proposed provision u/s 16G in the FB 2019 Final provision u/s 16G in the FA 2019

Where in any income year the total of retained earnings, any 
reserve or any other equity, called by whatever name, except paid 
up capital exceeds fifty per cent of the paid up capital of a listed 
company, tax shall be payable at the rate of fifteen per cent on the 
amount of such excess of the company in the aforesaid income 
year.

If in an income year, the total amount transferred to retained earn-
ings or any fund, reserve or surplus, called by whatever name, by a 
listed company exceeds seventy per cent of the net income after tax, 
tax shall be payable at the rate of ten per cent on the total amount 
so transferred in that income year

It is to be noted that here the income tax was proposed on past and present tax-paid “retained earnings 
and reserve” at the rate of 15%. Finally, the income tax is also on tax-paid “retained earnings and reserve” 
at the rate of 10%, but that is out of relevant income year’s net income. However, due to the revision from 
the proposal in the FB (tax rate reduced from 15% to 10%; tax on “amount of retained earnings or reserve 
exceeding 50% of paid-up capital” changed to “total amount transferred to retained earnings or reserve” 
and tax-base shifted from past accumulated retained earnings or reserve to relevant income year’s retained 
earnings or reserve out of net profit), the final provision may be viewed as a deterring tax tool to pay dividend 
at least 30% of net income.

• Expanded scope of tax exemption for Small and Medium Enterprise (SME) [Para 39 of Part A, Sixth 
Schedule amended]: Tax exemption of income derived from any Small and Medium Enterprise (SME) 
engaged in production of any goods is applicable for having an annual turnover of not more than taka thirty 
six lakh. This annual turnover limit has been raised to taka “fifty lakh” by the FA 2019.

• Revised condition in relation to exempted income derived from house property held under trust 
or other legal obligation wholly for religious or charitable purposes [Paragraph 1 of Part A, 
Sixth Schedule amended]: Under para 1(2)(b) of Part A of Sixth Schedule, there are three options for 
investment (in Government or Government security) or deposit (in Post Office Savings Bank or government 
controlled scheduled bank) of the  “income derived from house property held under trust or other legal 
obligation wholly for religious or charitable purposes” but accumulated or set apart without application yet 
to charitable or religious purposes in Bangladesh. The third option of deposit [under para 1(2)(b)(iii)] has 
been changed as follows:
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Previous provision New provision

deposited in any account with scheduled bank of which fifty one 
per cent or more shares are held by the Government

deposited at least fifty per cent of such money in an account with 
scheduled bank of which fifty one per cent or more shares are held 
by the Government and the rest amount of money may be deposit-
ed in any scheduled bank

• Tax holiday for industrial undertaking and physical infrastructural facility expanded for another five 
years up to 30.06.2024 [new sections 46BB and 46CC inserted]: Tax holiday for industrial undertaking, 
tourist industry or physical infrastructural facility under the Income-tax Ordinance 1984 can be shown as 
follows:

Section Type of industry
Set up between

Tax holiday period (last amended ones)
From To

45(1)
Industrial undertaking 
(IU)

01 July 
1974

30 June 
1985

• 12 years in ‘Special Economic Zone’ (SEZ);
• 9 years for prescribed areas;
• 5 years for other areas

45(2A)
Industrial undertaking 
(IU)

01 July 
1985

30 June 
1995

• 12 years in SEZ;
• 9 years for prescribed areas;
• 7 years in ‘Less Developed Areas’ (LDA);
• 5 years for the city of Dhaka, Chittagong or Khulna or the municipality of 

Narayanganj or within 10 miles from the outer limits thereof

46(1) Tourist industry (TI)
01 July 
1976

30 June 
1985

• 12 years in SEZ;
• 5 years for the city of Dhaka, Chittagong, Khulna and Rajshahi or within 15 

miles from the outer limits thereof;
• 7 years for other areas

46(2A) Tourist industry (TI)
01 July 
1985

30 June 
1995

• 12 years in SEZ;
• 9 years in ‘Least Developed Areas’;
• 7 years in LDA;
• 5 years for the city of Dhaka, Chittagong or Khulna or the municipality of 

Rajshahi or within 15 miles from the outer limits thereof

46A(1)
IU, TI or physical 
infrastructural facility

01 July 
1995

30 June 
2008

• 4 years for Dhaka and Chittagong divisions excluding hill districts of 
Rangamati, Bandarban and Khagrachari;

• 6 years for Rajshahi, Khulna, Sylhet and Barisal divisions and hill districts of 
Rangamati, Bandarban and Khagrachari

46B(1) Industrial undertaking
01 July 
2011

30 June 
2019

• 5 years of graduated exemption from 100% to 20% for Dhaka, 
Mymensingh and Chittagong divisions excluding Dhaka, Narayanganj, 
Gazipur, Chittagong, Rangamati, Bandarban and Khagrachari 
districts;[including Dhaka, Narayanganj, Gazipur and Chittagong for production 
of bio-fertilizer and petro-chemicals]

• 10years of graduated exemption from 100% to 20% for Rajshahi, 
Khulna, Sylhet ,Rangpur divisions (excluding City Corporation area) and 
Rangamati, Bandarban and Khagrachari districts

46C(1)
Physical 
infrastructural facility

01 July 
2011

30 June 
2019

• 10 years of graduated exemption from 100% to 10% for any area

46BB(1) Industrial undertaking
01 July 
2019

30 June 
2024

• 5 years of graduated exemption from 90% to 20% for Dhaka, Mymensingh 
and Chattogram divisions excluding Dhaka, Narayanganj, Gazipur, 
Chattogram, Rangamati, Bandarban and Khagrachari districts; [including 
Dhaka, Narayanganj, Gazipur and Chattogram for production of bio-fertilizer 
and computer hardware]

• 10 years of graduated exemption from 90% to 20% for Rajshahi, Khulna, 
Sylhet, Barisal and Rangpur divisions (excluding City Corporation area) 
and Rangamati, Bandarban and Khagrachari districts

46CC(1)
Physical 
infrastructural facility

01 July 
2019

30 June 
2024

• 10 years of graduated exemption from 90% to 10% for any area

Thus, from the above, it can be said that tourist industry was discontinued for tax holiday from July 1, 2008 
under any of the above sections. Tax holiday for industrial undertaking, and physical infrastructural facility was 
not available for the period from July 1, 2008 to June 30, 2011. Under section 46BB, 7 (seven) new items added 
in the list of industrial undertaking for tax holiday:(a) agriculture machineries [u/s 46BB(2)(a)(ii)]; (b) furniture 
[u/s 46BB(2)(a)(xiii)]; (c) leather and leather goods [u/s 46BB(2)(a)(xvi)]; (d) LED (Light Emitting Diodes) TV  
(Television) [u/s 46BB(2)(a)(xvii)]; (e) mobile phone [u/s 46BB(2)(xix)]; (f) plastic recycling [u/s 46BB(2)(xxii)]; 
and (g) toy manufacturing [u/s 46BB(2)(xxv)]. But the scope of one category of industrial undertaking for 
tax holiday has been reduced, such as “home appliances (blender, rice cooker, microwave oven, electric oven, 
washing machine, induction cooker, water filter etc.)” [u/s 46BB(2)(a)(xii)], in place of earlier “energy efficient 
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appliances”. But under section 46CC, there are no changes in the list of physical infrastructural facility for tax 
holiday. From July 1, 2019, 100% tax exemption is also discontinued.

Tax Issues for Securities Market:
This year following issues are related to securities market:

(a) Tax is applicable at the rate of 10% on stock dividend declared by a listed company if it declared only 
stock dividend or the amount of stock dividend exceeds the amount of cash dividend declared [new 
section 16F];

(b) Tax is applicable at the rate of 10% on retained earnings or reserve or surplus transferred by a listed 
company in the income year, if such transferred amount exceeds 70% of the net income after tax [new 
section 16G];

 Under the combined effect of sections 16F and 16G, a profitable listed company now has to pay at least 
15% of its post-tax net profit as cash dividend, if it wants to avoid tax on stock dividend or retained 
earnings or reserve.

(c) Exemption threshold of dividend income from listed companies has been increased from Tk. 25,000 to 
Tk. 50,000, but restricting only to individual investors (in place of any investors) [paragraph 11A, Part A, 
Sixth Schedule]; and

(c) Exemption of “taxed dividend” for all corporate shareholders (instead of only resident Bangladeshi 
corporate shareholders) to avoid double-taxation [paragraph 60, Part A, Sixth Schedule].

With holding Tax (WHT) or Tax Deducted at Source (TDS)

To obligate tax deducted at source (TDS) in some cases, an indirect punitive measure has been taken this year. 
From AY 2019-20, any payment made for acquiring any asset or constitutes any asset without applicable TDS, 
such payment shall be deemed to be the income of the person responsible for making the payment under the 
head “Income from other source” in the income year in which the payment was made [u/s 19(32)]. The details 
of changes in withholding tax rate, and introduction of new area of withholding tax are summarized below:

Sl. Head of TDS Section Earlier rate of TDS/provision New rate of deduction/provision

1.

Payment to 
contractors, 
etc.

52 Sec. 52(1):
Clause (b) of proviso:
Tax shall not be deducted in respect of 
“supply of goods” [mentioned in sec. 52(1)
(b)] in respect of the purchase of direct 
materials that constitute cost of sales or 
cost of goods sold of a trading company or 
a manufacturing company, as the case may be.

Deleted
[Thus, collection of source tax from supplier of goods 
may be increased.]

-----

Sec. 52(1):
Clause (d) of proviso:
Where any goods on which tax has been paid at source 
under section 53E [Deduction or collection at source 
from commission, discount or fees] is supplied, tax at 
source on the said supply shall be B-A, where-
A = the amount of tax paid under section 53E, 
B = the amount of tax applicable under this section if no 
tax were paid under section 53E

-----

Two new organizations have been added in the definition 
of “specified person” u/s 52(2)(a), i.e., tax deducting or 
collecting authorities: (i) a Micro Credit Organisation having 
licence with Micro Credit Regulatory Authority [added in 
sub-clause (viii) of sec. 52(2)(a)]; and (ii) an association of 
persons [added in sub-clause (xiia) of sec. 52(2)(a)].

52(1) Rate of TDS under Table-1 [under rule (u/r) 
16(a)]: Six-tier TDS rates [see Note-1]

Four-tier TDS rates [see Note-1]

52(1)
Rate of TDS under Table-2 [u/r 16(b)]: TDS 
rates for five classes of persons

TDS rates for seven classes of persons with following new 
two undertakings:
• In case of an industrial undertaking engaged in 

producing cement, iron or iron products except MS 
(mild steel) Billets, @ 3% [new serial No. 6];

• In case of an industrial undertaking engaged in the 
production of MS Billets, @ 0.5%[new serial No. 7].
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Sl. Head of TDS Section Earlier rate of TDS/provision New rate of deduction/provision

2.

Payment 
of certain 
services

52AA Under Sl No. 3 of Table u/s 52AA(1):

(x)  any other service of similar nature

TDS Rate on gross bill: @ 1.5% (for base 
amount up to Tk. 25 lakh) and @ 2% (for 
base amount above Tk. 25 lakh)

TDS Rate on commission or fee: @ 10% 
(for base amount up to Tk. 25 lakh) and @ 
12% (for base amount above Tk. 25 lakh)

[For showing both gross bill and 
commission/fee, TDS shall be the higher 
one between (i) TDS based on commission 
or fee; and (ii) Gross bill ×3.5%× Rate 
applicable on commission or fee]

Under Sl No. 3 of Table u/s 52AA(1):

(x)  Courier service; 

(xi)  Packing and Shifting service;

(xii)  any other service of similar nature

TDS rate: as earlier

[Thus 2 new services (Courier service; and Packing and Shifting 
service) have been included here at same rate of TDS.] 

Under Sl No. 4 of Table u/s 52AA(1):

• Media buying agency service 

TDS Rate on gross bill: @ 0.5% (for base 
amount up to Tk. 25 lakh) and @ 0.65% 
(for base amount above Tk. 25 lakh)

TDS Rate on commission or fee: @ 10% 
(for base amount up to Tk. 25 lakh) and @ 
12% (for base amount above Tk. 25 lakh)

[For showing both gross bill and 
commission/fee, TDS shall be the higher 
one between (i) TDS based on commission 
or fee; and (ii) Gross bill ×3.5%× Rate 
applicable on commission or fee]

Under Sl No. 4 of Table u/s 52AA(1):

• Media buying agency service 

TDS Rate on gross bill: @ 0.5% (for base amount up to Tk. 
25 lakh) and @ 0.65% (for base amount above Tk. 25 lakh)

TDS Rate on commission or fee: @ 10% (for base 
amount up to Tk. 25 lakh) and @ 12% (for base amount 
above Tk. 25 lakh)

[For showing both gross bill and commission/fee, 
TDS shall be the higher one between (i) TDS based 
on commission or fee; and (ii) Gross bill ×2.5%× Rate 
applicable on commission or fee]

Thus, TDS amount may be reduced for showing both 
commission/fee and gross bill.

--- Under new Sl No. 13A of Table u/s 52AA(1):
• Wheeling charge for electricity transmission
TDS Rate: @ 4% (for base amount up to Tk. 25 lakh) and 
@ 5% (for base amount above Tk. 25 lakh)

3.
Interest 
on savings 
instrument

52D 5% 10%

4.

Brick 
manufacturers

52F Office of the Deputy Commissioner (DC) 
will collect tax

The assessee will pay tax himself and the DCT will verify 
it and without tax clearance certificate issued by the 
DCT, DC office will not give registration and renewal to 
operate brick field.

5.

Renewal of 
trade license

52K • Dhaka and Chittagong city corporation 
area @ Tk. 500

• Other city corporation area @ Tk. 300
• Pourashava at district headquarters @ Tk. 300
• Other than pourashava @ Tk. 100

• Dhaka and Chittagong city corporation area @ Tk. 
3,000

• Other city corporation area @ Tk. 2,000
• Pourashava at district headquarters @ Tk. 1,000
• Other than pourashava @ Tk. 500

6.

Service from 
convention 
hall, 
conference 
centers, etc.

52P Deduction is applicableon account of 
renting or using space of convention hall, 
conference centre, room or, as the case 
may be, hall, hotel, community centre or 
any restaurant applicable on convention 
hall and conference center only (except for 
direct payment to Government).

Deduction is applicable on same things (except for direct 
payment to Government).

Deducting authority was Company, Non-
government organization (NGO) registered 
with NGO Affairs Bureau, University, 
Medical college, Dental college and 
engineering colleges.

All “specified persons” (16 persons from 01.07.2019) 
mentioned as deducting authority under section 52(2) will 
have to deduct tax at source.

7.

House rent 53A Deduction was applicable on house rent only
Deducting authority was GO, NGO, Body 
corporate, Company, Bank, Insurance, 
University, Medical/Dental/ Engineering 
colleges, Any school & college, Any Hospital, 
Clinic or Diagnostic Centre

Deduction will also be applicable on hotel 
accommodation
All deducting authority as specified at section 52 will have 
to deduct tax at source from this head.

8. Cash subsidy 53DDD 3%  10%

9.

Surveyors 
of general 
insurance 
company

53GG 15%  10%
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Sl. Head of TDS Section Earlier rate of TDS/provision New rate of deduction/provision

10.

Rent of vacant 
land or plant 
or machinery

53J Deducting authority was Company, Non-
government organization (NGO) registered 
with NGO Affairs Bureau, University, 
Medical college, Dental college and 
engineering colleges.

All “specified persons” (16 persons from 01.07.2019) 
mentioned as deducting authority under section 52(2) will 
have to deduct tax at source.

11.

Cash dividend 54 TDS will not be applicable to any 
distribution of taxed dividend to a 
company being resident in Bangladesh 
if such taxed dividend enjoys tax exemption 
as per paragraph 60, Part A, Sixth Schedule

TDS will not be applicable to any distribution of taxed 
dividend to acompany if such taxed dividend enjoys tax 
exemption as per paragraph 60, Part A, Sixth Schedule

12.

Non-resident 56 --- New area of deduction:
• Survey for coal exploration @ 5.25% [SL No. 24 of Table 

u/s 56(1) amended]
• Fees, etc. of surveyors of general insurance companies @ 

20% [new SL No. 24A inserted in Table u/s 56(1) amended]

Note-1: Deduction from payment to contractors, etc. [Sec. 52(1) and Rule 16(a)]:
Sl. No. Amount TDS rate Sl. No. Amount TDS rate

1. Where the amount does not exceed Tk. 15 lakh 2% 1. Where the amount does not exceed Tk. 15 lakh 2%

2.
Where the amount exceeds Tk. 15 lakh, but 
does not exceed Tk. 25 lakh

3% 2.
Where the amount exceeds Tk. 15 lakh, but 
does not exceed Tk. 50 lakh

3%

3.
Where the amount exceeds Tk. 25 lakh, but 
does not exceed Tk. 1 crore

4% 3.
Where the amount exceeds Tk. 50 lakh, but 
does not exceed Tk. 1 crore

4%

4.
Where the amount exceeds Tk. 1 crore, but 
does not exceed Tk. 5 crore

5% 4. Where the amount exceeds Tk. 1 crore 5%

5.
Where the amount exceeds Tk. 5 crore, but 
does not exceed Tk. 10 crore

6%

6. Where the amount exceeds Tk. 10 crore 7%

It is noted that reduced rates are for following slabs:
(1)  Where the amount exceeds Tk. 25 lakh, but does not exceed Tk. 50 lakh @ 3% (instead of earlier 4%);
(2)  Where the amount exceeds Tk. 5 crore, but does not exceed Tk. 10 crore @ 5% (instead of earlier 6%)
(3)  Where the amount exceeds Tk. 10 crore @ 5% (instead of earlier 7%)

Advance Income Tax (AIT) or Advance Payment Tax u/s 64
Under current provision of section 64, advance income tax [payable in equal quarterly installments] is 
applicable for an assessee if the total income of the assessee [disregarding any income classifiable under the 
heads “Agricultural income” and “Capital gains” excluding gain from transfer of share of a company listed 
with a stock exchange] for the latest income year in respect of which he has been assessed by way of regular 
assessment, or has been provisionally assessed under the income-tax laws, exceeds Tk. 4 lakh. This threshold 
limit has been raised to Tk. 6 lakh [sub-section (1) of section 64 amended].

Changes in the Provisions on Different Heads of Income:
• Changes in “Salaries”: Section 21

Change in the definition of “perquisite” u/s 2(45): Following is the change here:

Previous provision u/s 2(45)(i) Revised provision u/s 2(45)(i)

any payment made to an employee by an employer in the form 
of cash or in any other form excluding basic salary, festival bonus, 
incentive bonus not exceeding ten percent of disclosed profit of 
relevant income year, arrear salary, advance salary, leave encash-
ment or leave fare assistance and overtime.

any payment made to an employee by an employer in the form 
of cash or in any other form excluding basic salary, festival bonus, 
incentive bonus, arrear salary, advance salary, leave encashment 
and overtime.

 Impact: The admissible expense limit of the incentive bonus u/s 30(j) is now rationalized by removing the double negative issues thereon. The 
admissible expense limit of “perquisite” u/s 30(e), i.e., Tk. 550,000 per employee per year, may be negatively affected due to deletion of “leave 
fare assistance” from the perquisite.

Repeal of three old SROs in relation to “Salaries”: Following three SROs have been repealed by 
S.R.O. No. 216-Ain/Aykar/2019, dated 23.06.2019: (1) S.R.O. No. 159-L/78, dated 30.06.1978, effective from 
July 1, 1978 on exemption from the tax payable on so much of the income of an assessee representing 
payments received as gratuity as does not exceed 65% of the total amount of gratuity received by him 
or Taka 36,000 whichever is less; (2) S.R.O. No. 251-L/81, dated 07.08.1981, effective from July 1, 1981 
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on exemption from the tax payable on so much of the income of an assessee representing payments 
received as gratuity as does not exceed 65% of the total amount of gratuity received by him or Taka 48,000 
whichever is less; and (3) S.R.O. No. 63-L/84, dated 12.02.1984 on exemption of the expatriate personnel 
engaged in the construction work of Hotel Sonargaon, Dhaka, from so much of the tax on their salary 
income, received or deemed to be received by, or accruing or arising or deemed to accrue or arise to, them 
in Bangladesh, as exceeds the tax that would have been payable by them, had the said Hotel Sonargaon, 
Dhaka, not agreed to pay such tax on their behalf.

• Changes in “Income from House Property”: Sections 24 and 25
New deemed income from House Property [new sub-section (22A) u/s 19]: Amount above Tk. 2 
lakh received against future rental income from house property without bank transfer may be treated 
as deemed “Income from house property” under new sub-section (22A) of section 19. That is, where 
an assessee, being the owner of a house property, received, from any person to whom such house 
property or any part thereof is let out, any amount exceeding taka 2 lakh other than bank transfer which 
is adjustable against the rent receivable, the amount shall be deemed to be the “Income from house 
property” of the assessee for the income year in which it is received. However, under the proviso to 
sub-section (22A) of section 19, where such amount is received through bank transfer, the amount shall 
be adjusted within five years after the year of receipt or the period of agreement whichever is lower, if 
after the expiry of the aforesaid period such amount or any part thereof remains unadjusted, the amount 
remained so unadjusted shall be deemed to be the “Income from house property” of the assessee in 
the income year in which such amount remains unadjusted. As per the “Explanation” to section 19(22A), 
“bank transfer” means transfer from the account of the giver to the account of the receiver, and such 
accounts are maintained in a bank or financial institution legally authorised to operate accounts.

• Changes in “Income from Business or Profession”: Sec. 28, 29, 30, 30A and 30B
(a) Inadmissible expense in relation to “publicity and advertisement” withdrawn for appropriate 

correction [sub-clause (iii) of clause (f) u/s 30 deleted]: Under sub-clause (iii) of clause (f) of 
section 30, any expenditure in respect of ‘publicity and advertisement’ as is in excess of the amount 
or rate prescribed in this behalf was inadmissible. For the prescribed amount or rate, Rule 65B (Rate 
of allowances in respect of publicity and advertisement expenses) was inserted in the Income Tax 
Rules, 1984 under S.R.O. No. 318-L/85, dated 04.07.1985, and subsequently this SRO was omitted 
from the date of insertion vide S.R.O. No. 32A-L/86, dated 30.07.1986. Thus, the deletion of sub-
clause (iii) of clause (f) of section 30 was a long pending amendment, which has been done this year.

(b) Treatment of disallowances u/s 30 as mandatory separate income [new section 30B]: 
Notwithstanding anything contained in section 82C (Minimum tax) or any loss or profit computed 
under the head “Income from business or profession”, the amount of disallowances made under 
section 30 shall be treated separately as “Income from business or profession” and the tax shall be 
payable thereon at the regular rate.

• Changes in “Capital gains”: Sections 31 and 32
(a) Capital asset used in business or profession redefined for capital gain tax exemption on 

transfer thereof [sub-section (5) of section 32 amended]: A capital gain arising from the transfer 
of a capital asset (used in business or profession) is exempted from tax u/s 32(5), if the assessee has, 
within a period of one year before or after that date of transfer, purchased a new capital asset for the 
purposes of his business or profession. Amending section 32(5), now this “capital asset” is restricted 
to “plant, machinery, equipment, motor vehicle, furniture, fixture, and computer”.

• Changes in “Income from Other Sources”: Section 33
(a) Change in exempted dividend income [Paragraph 60 of Part A, Sixth Schedule: From AY 2018-

19, “any distribution of taxed dividend to a company being resident in Bangladesh if the company 
distributing such taxed dividend has maintained separate account for the taxed dividend” is exempted 
from tax. By amending this provision, the exemption has been opened for all companies instead 
of only resident Bangladeshi companiesfrom AY2019-20 [paragraph 60 of Part A of Sixth Schedule 
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amended].  As per definition u/s 2(62B), “taxed dividend” means the dividend income on which tax 
has been paid by the recipient under the Income-tax Ordinance [u/s 2(62B)].

(b) Dividend income from listed companies [Para 11A of Part A, Sixth Schedule amended]: 
Exemption threshold of dividend income from listed companies has been increased from Tk. 25,000 
to Tk. 50,000, but restricting only to individual investors as follows:

Previous provision New provision

Income from dividend received from a company listed 
in any stock exchange in Bangladesh up to twenty five 
thousand taka.

Any sum or aggregate of sum received as dividend by a person 
being an individual from a company or companies listed to any stock 
exchange in Bangladesh up to taka fifty thousand.

(c) Underpaid purchase price for stocks and shares made deemed income under the head 
“Income from other sources” [sub-section (8) of section 19 amended first time after 
introducing the ITO in 1984]: Under the original provision of section 19(8), where any assets, not 
being stock-in-trade or stocks, and shares, are purchased by an Assessee from any company and the 
Deputy Commissioner of Taxes (DCT) has reason to believe that the price paid by the Assessee is 
less than the fair market value thereof, the difference between the price so paid and the ‘fair market 
value’ (FMV) shall be deemed to be income of the Assessee classifiable under the head “Income from 
other sources”. By deleting the words “or stocks, and shares”, now the underpaid price to purchase 
stocks or shares in comparison to FMV would be a deemed income at the discretion of DCT 
depending his reasoned belief.

(d) Undeducted source tax for asset acquisition to be deemed income of the payer [new sub-
section (32) of section 19]: From AY 2019-20, where any payment made for acquiring any asset 
or constitutes any asset and tax has not been deducted therefrom in accordance with Chapter VII 
(Payment of Tax before Assessment), such payment shall be deemed to be the income of the person 
responsible for making the payment under the Income-tax Ordinance and classifiable under the head 
“Income from other source” in the income year in which the payment was made [u/s 19(32)].

(e) Correction of clause (d) of section 33 for amendment in section 19: Sub-sections (21A), (21B), 
(26) and (28) of section 19 were related to the head “Income from other source”. But by the FA 
2018, these four sub-sections were repealed without amending clause (d) of section 33. This year, new 
sub-section (32) has been inserted in section 19, which is related to the head “Income from other 
source”. Thus, clause (d) of section 33 has been amended by deleting sub-sections (21A), (21B), (26) 
and (28) of section 19 and by inserting sub-section (32) of section 19.

(f) Definition of “Royalty” clarified with two new Explanations u/s 2(56):Following two 
explanations have been inserted to the definition of “royalty” by the FA 2019:

 Explanation 1: For the purpose of royalty in respect of any right, property or information, it is not 
necessary that – 
(i)  the possession or control of such right, property or information is with the payer; 
(ii)  such right, property or information is used directly by the payer; 
(iii)  the location of such right, property or information is in Bangladesh. 

 Explanation 2: For the removal of doubts, it is hereby clarified that the expression “process” includes 
transmission by satellite (including up-linking, amplification, conversion for downlinking of any signal), 
cable, optical fibre or by any other similar technology, whether or not such process is secret;”

(g) Repeal of one old SRO in relation to “interest income”: S.R.O. No. 415-L/82, dated 13.12.1982has 
been repealed by S.R.O. No. 216-Ain/Aykar/2019, dated 23.06.2019 on exemption from the tax 
payable on the interest accrued in from the Non-Resident Foreign Currency Deposit (NFCD) 
Account.

Residential Status, Income Tax Return, TIN (Taxpayer’s Identification Number), 
and Assessments:

• Changes in the definition of “Resident” u/s 2(55): In the definition of “resident”, previously 
residential status of three categories of assessees was given – individuals [u/s 2(55)(a)], Hindu 
undivided family (HUF), firm (partnership firm) or other association of persons (AOP) [u/s 2(55)(b)] 
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and companies [u/s 2(55)(c)]. By the FA 2019, there is a change in the condition of resident by a HUF, 
firm or AOP and two further sub-clauses have been added to give conditions for being resident.  The 
changes in relation to “resident” are as follows:

- Changes regarding a HUF, firm or AOP u/s 2(55)(b): Previously in an income year, a Hindu undivided 
family (HUF), or firm (partnership firm) or other association of persons (AOP) is to be treated 
as “resident”, the control and management of whose affairs is situated wholly or partly in 
Bangladesh in that year. After amendment, the control and management of the affairs of HUF/
firm/AOP is to situated wholly in Bangladesh in that income year.

- New addition for treating a trust, a fund or an entity as resident [new clause (d) u/s 2(55)]: A trust, a 
fund or an entity, the control and management of whose affairs is situated wholly in Bangladesh 
in that year is to be treated as "resident", [u/s 2(55)(d)];

- New addition for treating a local authority and every other artificial juridical person [new clause (e) u/s 
2(55)]: A local authority and every other artificial juridical person shall be treated as “resident” 
without further condition [u/s 2(55)(e)].

• Changes in Filing of Return of Income u/s 75:
- New mandatory filer of return of income: Two new filers have been added: (1) a Micro Credit 

Organisation having licence with Micro Credit Regulatory Authority [new clause (x) u/s 75(1)(c)]; 
and (2) a non-resident having permanent establishment in Bangladesh [new clause (xi) u/s 75(1)(c)].

• Changes in Filing/Audit of Return of Withholding Tax [Sections 75A and 75AA]:
- New mandatory filer of the return of withholding tax u/s 75A(1): Seven new filers have been added 

here: a Micro Credit Organisation having licence with Micro Credit Regulatory Authority, a private 
university, a private hospital, a clinic, a diagnostic centre, a firm or an association of persons [section 
75(1) amended].

- Changes in approval process of the audit of the return of withholding tax u/s 75AA(1): The Deputy 
Commissioner of Taxes (DCT) is the authority to select a number of returns of withholding tax 
filed u/s 75A for audit, but he has to take the approval of the NBR under current provision. Through 
amendment, now this approval authority is given to the Commissioner of Taxes [section 75AA(1) 
amended].

• Changes in Corporate Return Form [Form IT-11GHA2016 under rule 24(2)]: There are small 
changes in the Part I (Basic Information) of the corporate return form [Form IT-11GHA2016]:

- In Serial No. 08, “TIN” is written in place of “12-digit TIN”;

- In Serial No. 18, previous one item [“Any export in income year? (tick the box if YES)”] has been 
changed into three sub-items as follows: “(tick the box if YES); 18A. Any export in income year?; 
18B. Liable to furnish statement of international transaction under section 107EE?; 18C. Has the  
Statement under section 107EE been attached?”.

• Return filing by tax-exempted agro firms [Para 34 of Part A, Sixth Schedule amended]: 
Exemption of income from agro firms was for a period from July 1, 2008 to June 30, 2011 under this 
paragraph and hence now not applicable. But there is a correction here. Under para 34(b), the firm 
was supposed to file the income tax return in accordance with the provisions of section 75(2)(c) of 
the ITO, which would be in accordance with the provisions of section 75(5), i.e., on or before Tax Day 
u/s 2(62A).

• Changes in Universal Self-Assessment [Proviso to sub-section (7) of section 82BB amended]: 
Under section 82BB, a return of income submitted by an assessee to the Deputy Commissioner of 
Taxes (DCT) or any other official authorized by him shall be accepted initially with acknowledgement 
and such acknowledgement shall be deemed to be an order assessment [sub-section (1)], then the 
DCT shall process the return in the prescribed manner [sub-section (2)], if the processing results in 
any material difference, then the DCT shall serve a notice to the assessee communicating the details 
of difference, giving him an opportunity to explain and giving him an opportunity to file an amended 
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return, but must be within 12 months from the date of submission of return [sub-sections (3) and 
(6)], then if an amended return is filed, the DCT shall send a letter of acceptance of amended return 
if the prescribed conditions are fulfilled; otherwise a notice of demand is served by the DCT [sub-
section (4)], the assessee has also the right to file an amended return on his own initiative, if he finds 
unintentional mistakes in the return after filing thereof [sub-section (5)], and then the NBR or any 
authority subordinate to it may select original or amended returns in the NBR determined manner 
and refer the same to the DCT for the purpose of audit [sub-section (7)]. Under a proviso to sub-
section (7), the original return filed or amended return accepted or allowed u/s 82BB shall not be 
selected for audit where certain conditions are fulfilled [total income as per original/amended return 
shows at least 15% higher total income than assessed total income in the immediately preceding 
assessment year; such return is accompanied by evidence on exempted income and bank/account 
statement, and has no inclusion of any receipt of gift, income exempted or taxable at reduced rate u/s 
44, or any refund; and compliance with the provisions of section 75A (“Return of withholding tax”), 
section 108 (“Information regarding payment of salary”) and section 108A (“Information regarding 
filing of return by employees”)]. After amendment of this proviso to sub-section (7), now the original 
return or amended return “except the return of income of a financial institution” shall not be selected 
for audit. Thus, the return of income of a financial institution may be subject to audit if selected in the 
prescribed manner even if the above conditions are fulfilled.

• Changes in minimum tax u/s 82C: Following are the changes in section 82C:
- TDS from advisory and consultancy service u/s 52AA: TDS from advisory and consultancy service at 

the rate of 10% (for base amount up to Tk. 25 lakh) or 12% (for base amount above Tk. 25 lakh) as per 
SL No. 1 of the Table of sub-section (1) of section 52AA will be treated as final settlement of minimum 
tax u/s 82C(2)(b).

- TDS from import of goods by producers of cement, iron or iron products u/s 53: Under paragraph 
(ii) of proviso to clause (d) of sub-section (2) of section 82C, TDS from import of good by industrial 
undertaking (i.e., raw-materials at import stage) u/s 53 at the rate u/r (under rule) 17A is not ‘minimum 
tax’ for the purpose section 82C. But after amendment of this provision, TDS from import of raw-
materials by an industrial undertaking engaged in producing cement, iron or iron products shall be 
treated as minimum tax u/s 82C [paragraph (ii) of proviso to section 82C(2)(d) amended].

- TDS from any sum paid by real estate developer to land owner u/s 53P: TDS from any sum paid by real 
estate developer to land owner at the rate of 15% on the sum so paid is to be now treated as minimum 
tax u/s 82C(2)(b) as well as finally settled tax under Serial No. 6 of the Table under the proviso to clause 
(d) of section 82C(2).

- TDS from transfer, etc. of property u/s 53H: TDS from transfer, etc. of property u/s 53H at the rate 
under rule 17II is already a minimum tax u/s 82C(2)(b) as well as finally settled tax under Serial No. 5 of 
the Table under the proviso to clause (d) of section 82C(2), where the rate of amount was mentioned 
as “as mentioned in section 53H and the rule made thereunder”. This rate of amount has been amended 
as “as mentioned in section 53H less cost of acquisition and the rule made thereunder”.

- Minimum tax for mobile phone operator u/s 82C(4)(a): Alternative minimum tax based on gross 
receipts in case of mobile phone operator company has been raised from 0.75% to 2% [Serial No. 2 of 
the Table under section 82C(4)(a)].

• Change in tax, etc. escaping payment u/s 93: Under section 93(1), If, based on the information from an 
audit, assessment or any other proceeding or from any other source, the DCT has reason to believe that 
any sum payable by an assessee has escaped payment in any assessment year, the DCT may issue a notice in 
the specified form upon the assessee requiring him to file the relevant return of his income long with the 
applicable documentation and pay the escaped payment. Under sub-section (4), this notice may be issued 
as follows: (a) at any time where, no return was filed and no assessment was made; (b) within 6 years from 
the end of the relevant AY where, for the relevant AY, no return was filed but assessment is completed; (c) 
within 5 years from the end of the relevant AY in any other cases. In the third case [i.e., any other cases in 
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clause (c)], the time limit has been increased from 5 years to 6 years from the end of the relevant AY.

• Mandatory 12-digit TIN [Section 184A(3)]: The 12-digit TIN has newly been made mandatory from AY 
2019-20 for the following one case and there are changes in two cases as follows:

Previous provision Changed provision

Obtaining registration, by a resident, of the deed of transfer, 
baynanama or power of attorney of a land, building or 
an apartment situated within a city corporation or a 
paurashava of a district headquarter, where the deed value 
exceeds one lakh taka [item (vii) at section 184A(3)]

Obtaining registration, by a resident, of the deed of transfer, baynanama 
or power of attorney or selling of a land, building or an apartment 
situated within a city corporation or a paurashava of a district 
headquarter or cantonment board, where the deed value exceeds one 
lakh taka [some additions in item (vii) at section 184A(3)]

Obtaining or maintaining the connection of electricity for 
commercial purpose in a city corporation or paurashava 
cantonment board [item (xviii) at section 184A(3)]

Obtaining or maintaining the connection of electricity in a city 
corporation or paurashava or cantonment board [some deletions in item 
(xviii) at section 184A(3)]

---

Releasing overseas grants to a non-government organisation registered 
with NGO Affairs Bureau or to a Micro Credit Organisation having 
licence with Micro Credit Regulatory Authority [new item (xxxiii) at 
sub-section (3) of section 184A]

• Requirement of mentioning twelve-digit Taxpayer’s Identification Number in certain documents 
[new section 184CC]: Notwithstanding anything contained in any other law for the time being in force 
where any document relating to the transfer of land, building or apartment situated within a city corporation, 
or cantonment board, or a paurashava of a district headquarters, deed value of which exceeds taka one lakh 
and required to be registered under the Registration Act, 1908 (XVI of 1908), such document shall contain 
twelve-digit Taxpayer’s Identification Number of both the seller and the purchaser.

Changes in Provisions on “Offences and Prosecution”: Chapter XXI; Sections 
164-171
• Section 165 (Punishment for false statement in verification, etc.]: Under section 165(c), a person is 

guilty of an offence punishable with imprisonment for a term which may extend to three years, but shall 
not be less than three months, or with fine, or with both, if he signs and issues any certificate mentioned 
in the first or second proviso to section 82 which he either knows or believes to be false or does not 
believe to be true. Since under section 82 (Assessment on correct return) there is one proviso, clause (c) 
of section 165 is corrected accordingly by replacing “first or second proviso to” with “proviso of”. But the 
problem is that there is no provision of signing or issuing any certificate in that proviso.

• Section 165C (Punishment for unauthorized employment]: Under section 165C, the employment 
of an individual not being a Bangladeshi citizen is to be unauthorized, if employed without prior approval 
from the Board of Investment or any competent authority of the government as the case may be. Since 
the Board of Investment is dissolved by establishing the Bangladesh Investment Development Authority 
(BIDA), “Board of Investment or any competent authority of the Government, as the case may be” have 
been replaced by “appropriate authority of the Government”.

Changes in “Transfer Pricing”: Chapter XIA (Sections 107A-107J)
• Changes in definition of ‘international transaction’ [Section 107A(5)(b)]: Under clause (b) of sub-

section (5) of section 107A, ‘international transaction’ includes ‘a transaction entered into by an enterprise 
with a person other than an associated enterprise, if there exists a prior agreement in relation to the 
relevant transaction between such other person, or the terms of the relevant transaction are determined 
in substance between such other person and the associated enterprise. After amendment, the person with 
whom the transaction is entered into is “irrespective of whether such other person is a non-resident or 
not”.

• Better guideline for computing arm’s length price  (ALP) u/s 107C: Under new sub-section (1A) of 
section 107C, where the most appropriate method applied is a method other than the method referred to 
in clause (d) or clause (f) of sub-section (1)3 [i.e., one method out of comparable uncontrolled price method 
u/s 107C(1)(a), resale price method u/s 107C(1)(b), cost plus method u/s 107C(1)(c) and transactional net 
margin method u/s 107C(1)(e)]and the dataset of the arm’s length price  (ALP) consists of six or more 
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entries, an arm’s length range beginning from 
the thirty percentile of the dataset and ending 
on the seventy percentile of the dataset shall be 
constructed and the ALP shall be – 

(i)  if the price at which the international 
transaction has actually been undertaken is 
within the range referred as above, then the 
price at which such international transaction 
has actually been undertaken shall be deemed 
to be the ALP; 

(ii)  if the price at which the international 
transaction has actually been undertaken is 
outside the arm’s length range referred as 
mentioned above, the ALP shall be taken to 
be the median of the dataset;

 In a case the dataset is less than six entries, the 
arm’s length price shall be the arithmetical mean 
of all the values included in the dataset.

• Changes in Reference to Transfer Pricing 
Officer (TPO) u/s section 107D: Under the 
provisions of section 107D, notwithstanding 
anything contained in section 107C (Computation 
of ALP), the DCT, with prior approval of NBR, may 
refer the determination of ALP to the TPO or the 
TPO, with prior approval of NBR, may proceed 
to determine ALP [under sub-section (1)], then 
the TPO shall serve a notice on the assessee 
for documentation in support to compute ALP 
[under sub-section (2)], then the TPO shall, by 
order in writing, determine ALP and send a copy 
of the order to the DCT [under sub-section (3)] 
and then the DCT shall proceed to compute the 
total income of the assessee in conformity with 
the ALP so determined by the TPO [sub-section 
(4) before amendment]. After amendment of sub-
section (4), now “in computing the income of a 
person that is exempted from tax or is subject 
to a reduced rate of tax, the adjustment made 
in conformity with the arm’s length price so 
determined by the Transfer Pricing Officer shall 
be treated as income of such person and tax shall 
be payable on such income at the regular rate”.

5.0 Conclusion
Through the Finance Act 2019, seven sections have 
been inserted in the Income-tax Ordinance 1984, 

no sections deleted, five sections fully substituted 
and twenty-seven sections and two schedules 
amended. For individual assessees, there are no 
changes in the income slabs or corresponding tax 
rates except for one change in case of tax rate on 
“income from lottery, crossword puzzle, etc.” to 
make it simplified and straightforward. But one item 
of investment allowance subject to investment tax 
credit (purchase of one computer or one laptop) has 
been withdrawn possibly for misuse of the benefit. 
The rate of tax credit on allowed investments have 
been simplified with two categories in place of 
previous three categories and the assessees having 
total income above Tk. 10 lakh and up to Tk. 15 lakh 
may be benefited and higher income group may 
be adversely affected by this change. Exemption 
threshold for wealth tax surcharge (WTS) has been 
increased from total net worth of Tk. 2.25 crore 
to Tk. 3 crore, but for a high net worth individual 
assessee (having net worth of Tk. 50 crore or more), 
WTS rate has been revised in such a way that if 
any individual has assets of Tk. 50 crore or more, 
but they are yielding less taxable income, then 
WTS may be high in this case due to its base being 
the net worth in place of applicable tax. Scope of 
investment of undisclosed income by paying taxes 
at the rate of 10% has been extended to corporate 
investment in Economic Zones or Hi-Tech Parks up 
to June 30, 2024. Existing provision on investment of 
undisclosed income by income by any person in the 
construction or purchase of any residential building 
or apartment has been revised to pay tax at a lower 
rate prescribed on the basis of per ‘square meter’. 
Corporate tax rate structure is not changed except 
the enhanced minimum tax rate of 2% (instead of 
0.75%) for mobile phone operator and exemption in 
relation to ‘taxed dividend’ which was for a resident 
company will be applicable for any resident or non-
resident company from this year.

This year there are a good number of incentive 
measures newly introduced or the time limit of 
existing incentives has been extended for one to five 
years. Applicability of existing reduced rates of 12% 
to 15% for manufacturer and exporter of readymade 
garments have been further extended for another 
one year. Similarly, the reduced corporate rate of 
15% for textile sector is to be applicable for another 

 3 Methods mentioned in clause (d) or clause (f) of sub-section (1) of section 107C are: profit split method u/s 107C(1)(d) and any other method 
u/s 107C(1)(f) where five specific methods [mentioned in clauses (a), (b), (c), (d) and (e)] cannot be reasonably applied to determine ALP (arm’s 
length price) and such other method yields a result consistent with ALP.
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three years. Tax exemption has been extended to 
all incomes (in place of earlier operating income) 
for educational/training institution for persons with 
disability. Tax holiday period has been extended for 
another five years for handicrafts-exporters, cinema 
hall or Cineplex, and rice bran oil producers. Scope 
of tax exemption for Small and Medium Enterprise 
(SME) is expanded by raising annual turnover 
limit from Tk. 36 lakh to Tk. 50 lakh. Tax holiday 
(at graduated rates of 90% to 10% income) for 
industrial undertaking and physical infrastructural 
facility expanded for another five years.

However, for listed companies, tax is imposed at the 
rate of 10% on stock dividend if it declared only stock 
dividend or the amount of stock dividend exceeds 
the amount of cash dividend declared; and tax is also 
applicable at the rate of 10% on retained earnings or 
reserve or surplus transferred by a listed company 
in the income year, if such transferred amount 
exceeds 70% of the net income. Thus, for avoiding 
such type of taxes, a profitable listed company has to 
pay at least 15% of its net profit as cash dividend. The 
presumptive tax rates on road and water transports 
or vehicles have significantly been enhanced without 
considering the economic life of those vehicles.

There are a number of amendments in case of 
withholding taxes. With a view to ensuring proper 
withholding of taxes, an indirect punitive measure 
has been taken by considering the applicable 
payment without TDS as deemed income. Two new 
services (Courier service; and Packing and Shifting 
service), non-resident’s survey for coal exploration 
and surveyors of general insurance companies have 
been taken under withholding regime. However, 
withdrawal of non-deductibility of source tax in 
respect of the purchase of direct materials may 
be subject to higher source taxes for the supplier 
or manufacturer of industrial undertakings. Tax 
deducting entities have been increased by adding 
a Micro Credit Organisation and an association 
of persons (AOP) and for house rent and service 
from convention hall, conference centers, etc. tax 
deducting entities have also been increased from a 
limited number (6 in number) to the comprehensive 
list (16 in number). TDS rate or amount has been 
increased in cases of trade license (from Tk. 100-
Tk. 500 to Tk. 500-Tk. 3,000), interest on savings 
instrument from 5% to 10% and Cash subsidy 
from 3% to 10%. However, for resident surveyors 

of general insurance company TDS rate has been 
decreased from 15% to 10%.

As mentioned by the Finance Minister in his Budget 
Speech, “Our GDP grew consistently at a very high 
rate in the last decade. We expect a GDP growth of 
8.13 percent in FY2018-19. Our commitment is to 
achieve a growth rate of 10 percent by FY2023-24, 
and maintain that rate until 2041 so that we can 
lay a solid foundation for becoming a high income 
country by that time. To achieve this objective, GDP 
growth rate has been projected at 8.2 percent for 
FY2019-20” (Kamal, 2019: 17). If the income tax 
target in FY2019-20 of Taka 113,912 crore with 
19.70 percent increase over that of last year’s 
revised budget would work as a main contributor 
towards this growth expectation, then social and 
equity aspects of the budget may be achieved in a 
better way.  
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Budget as an Artifact for Deficit 
Reduction under New Public Management: 

Appraisal of National Budget of Bangladesh 

Drawing from Theoretical Insights of Societal 

Ontology of Theodore Schatzki

Abstract 
Budget is a very important piece of policy document for any government where fiscal policy at national level 
is addressed keeping the strategic goals into focus. In New Public Management (NPM) journey, the public 
sector is in a process of policy refinement to accommodate private sector management tools into public 
sector for ensuring more accountability and transparency in the way of life. Driven by this NPM philosophy, 
public budget has undergone significant changes. In recent days, Bangladesh has also brought changes to 
budget process replacing conventional wisdom of making budget to Medium Term Budgetary Framework. 
It has a policy target of accommodating program budgeting to ensure public service and welfare to the 
maximum level under NPM ideals. However, the budget deficit becomes a concern for everybody which 
is increasing day by day. The impact of budget deficit on different macroeconomic parameters, standard of 
living of current and next generations and sustainability are few among most topics which require immediate 
regulatory intervention. This paper theoretically highlights the concern of the researchers on these areas to 
attract the attention of policy makers using Schatzki’s Theory of Practice as a framework for understanding 
this social process.

Keywords: Budget, new public management, public debt, deficit reduction, ontology, Schatzki
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Introduction
Bangladesh has passed Tk. 523,190 crore national 
budget for 2019-20 fiscal under the theme - Bangladesh 
on a Pathway to Prosperity: Time is Ours, Time for 
Bangladesh. The budget predominantly considers the 
development targets with ambitious revenue goals. 
Keeping the delta plan underway, the country has 
some inter-period goals which receive priority in 
recent days. Thus the revenue targets become very 
critical sometimes keep the capacity of the economy 
unaddressed. To keep aligned with the target of the 
government, every household have to pass through 
critical time due to adjust themselves with the tight 
budgetary measures. With a tottering banking industry, 
a disgruntled private sector, wanting revenue base, 
edgy external balance, rising inequality and a growing 
population of disillusioned youth, achieving prosperity 
is really a challenge. To redeem dividends from the 
mega-project, the country has to wait long years; 
however, sustainability till then is a question. It should 
be remembered that the social world does not consist 
of social structures, cultural systems or political orders 
that are steered or controlled; rather it is composed of 
nexuses of practices that intersect and interact in time 
and space (Schatzki, 2008).         

The budget balance of any country, either surplus or 
deficit, is the outcome of a complex interaction of the 
entire current and expected future fiscal programs (tax 
rates, spending, deficits and debt) and the economy, 
and perhaps also the policy (Garret, 2008). The overall 
budget deficit for 2019-20 is set at Tk. 145,380 crore, 
which is 5 percent of GDP like the previous year. In 
financing the deficit, Tk. 68,016 crore is expected to 
come from external sources while Tk. 77,363 crore 
will be financed from domestic sources. The tune of 
budget deficit is increasing across the years though 
the percentage remains at a constant 5% of GDP 
technically. At the end of the year, expenditures are 
getting cut due to failing revenue collection; however, 
deficit doesn’t reflect similar adjustments. It means 
the burden of deficit remains more or less the same 
though revenue and expenditure pattern changes. 

The conventional wisdom of a large budget deficit is 
that it acts as a source of economic instability. Large 
deficits potentially cause two separate but related 
problems: (i) shifting the bill for financing the current 
generation’s consumption to future generations and 
(ii) crowding out private investment. Theoretically 
it has been a firm belief that if government finances 
its deficit from the banking system heavily it might 
crowd out private corporation from the debt market. 
Chhibber and Wijnbergen (1988) argued in their study 
with Turkish data that large budget deficit financed 
by borrowing domestically slowed down private 

investment causing real rate of interest to increase. 

The current issue of the Bangladesh Economic Update 
analyzing the current trends in deficit and debt reveals 
that persistently increasing outstanding external debt, 
high debt as percentage of gross domestic product (GDP) 
and large debt service payment lowering the capacity of 
government to increase development expenditure are 
poised to impede the economic growth and increase 
intergenerational debt burden in the future. Deficit 
as percentage of GDP is increasing which is not that 
alarming level but swelling every year can be menacing 
for the economic growth. The expenditure, both the 
development and non-development, is increasing but 
collection of revenue is not at desirable level to cover 
the expenditure. In order to meet up this gap, debt 
from domestic and external sources becomes a must. 
Debt may be considered as a fiscal stimulus having 
multiplier effect on economy if it is used for productive 
purpose otherwise the debt make the problem worse 
(Leech, 2012). Debt is, however, common for both 
the developed and developing economies but success 
of a country depends on prudent use and efficient 
management of debt. The per capita debt burden of 
Bangladesh has been mounting rapidly since FY 2009-
10, and debt as a share of GDP is high. In this regard, 
financing and managing the deficit in a best possible 
way becomes a challenge for the government.

In recent years, public financial management system of 
the country has undergone serious reform initiatives. 
With the enactment of Public Finance and Budget 
Management Act 2009, public budgeting system of the 
country becomes more transparent and accountable. 
The country has already introduced medium-term 
budgetary framework replacing its age-old incremental 
budgeting approach and dreaming to adopt performance 
based budgeting soon. However, the reforms in public 
budgeting driven by NPM ideals are not reflected in the 
annual budget of Bangladesh properly. ‘Value for Money’ 
concept is not addressed and the budget figures are 
not tested for key performance indicators to ensure 
transparency and accountability though in last few 
years significant amount of fund is allocated to mega-
projects. A large amount of money is paid every year 
as a principle and interest to service the domestic and 
foreign debt which is decreasing the net asset of the 
country. But the sustainability of debt is questionable 
because a huge portion of the debt is spent to finance 
the non-development expenditure like the interest 
payment, salary, food cost, structural adjustment cost 
etc. narrowing the capacity of the government to 
spend on social and infrastructural development. The 
development expenditure is much lower than the non-
development expenditure which may increase the cost 
of debt by creating inflationary pressure, crowding 
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out the private investment and may turn to a burden 
for future generation. Thus this paper categorically 
considers the deficit structure of Bangladesh budget 
for a critical analysis with the target of bringing more 
cushioned approach for macroeconomic sustainability 
which will really lead the economy towards prosperity.        

Theoretical Framework
Drawing on the ideas of Practice Theory (Schatzki, 
2005) this study will explore the role of budget as 
an artifact in the translation of deficit reduction into 
practice. Practice Theory (Schatzki, 2005) is based 
on earlier work by social theorists such as Giddens 
(1984), Bourdieu (1977), Foucault (1977), Garfinkel 
(1967) and Wittgenstein (1953). Schatzki’s theory will 
help in implementing business like practice introduced 
as a component of the reform movement known as 
New Public Management in the public sector. Schatzki 
(2005) argues that the site is the core element of his 
social ontology, where the site of the social is composed 
of nexuses of practices and material arrangements. 
Material arrangements mean set-ups of material objects 
such as human beings, artifacts, other organisms, and 
things (Schatzki, 2005). Schatzki’s site ontology assumes 
that all social phenomena are rooted in practice. As 
budgeting is a social phenomenon, it is also rooted 
in practice. According to Schatzki (2002, 2005), social 
practices are organized by human activities. Practices 
are organized by three phenomena: understanding of 
how to do things, rules, and teleoaffective structures 
(Schatzaki, 2005). 

Rules are explicit formulations that prescribe, require, 
or instruct that what is to be done. A teleoaffective 
structure is an array of ends, projects, uses (of things), 
and emotions that are acceptable or prescribed 
or participants in the practice. The contents of 
teleoaffective structure provide meanings, signifying, 
for actions to be taken at the site. 

Schatzki (2002) outlines four organizing principles 
through which doings and sayings are tied to a particular 
practice. Doings and sayings are tied to or embedded 
in a practice through the practice’s teleoaffective 
structure. The term, ‘telos’, denotes that all practices 
entail 'a set of ends that participants should or may 
pursue' (Schatzki, 2002). The teleoaffective structure of 
a budgeting practice is ‘efficiency’, for example, which 
means that the doings and sayings embedded in this 
practice are aimed at efficiency. Doings and sayings 
are also embedded in a practice through practical 
understanding. Practical understanding denotes the 
abilities of actors to react appropriately to specific 
situations. A practical understanding contains the 
bodily know-how and implicit knowledge to conduct, 
recognize, and react to other activities. Doings and 

sayings are also embedded in a practice through 
general understanding – a reflexive understanding 
of the overall practice in terms of its values and 
aesthetics, including a cultural and societal sense of 
appropriateness and rightness. Rules can also embed 
doings and sayings in a practice. Rules refer to explicit 
prescriptions, procedures, and principles of proceeding. 
Schatzki (2002) differentiates between four types 
of entities: 1) human beings as carriers of practices, 
2) artifacts as objects formed by human activity, 3) 
organisms and 4) non-living elements of nature. Based 
on this differentiation, Schatzki (2013) highlights several 
ways in which the entities of material arrangements 
and (the activities of) practices are related: 1) Activities 
within a practice change material arrangements 2) 
Activities within a practice react to events within an 
arrangement. 3) An entity of a material arrangement 
is causally related to an activity within a practice 4) 
Material arrangements prefigure a particular practice 
5) The performance of particular practices depends on 
specific material arrangements 6) Practices and material 
arrangements co-disseminate. 7) The performance of 
a specific practice changes the meaning of material 
arrangements.

Schatzki (2002, 2012) highlights the notion that 
practices and arrangements are always linked in one or 
several of these ways, forming an inseparable amalgam, 
which he refers to as practice arrangement bundles. 
Schatzki (1996, 2002) argues that practices and material 
arrangements necessarily hang together, forming 
‘practice-arrangement bundles’; yet the respective 
relations, which we described above, can differ in density. 
While some practices and material arrangements are 
strongly entangled with or dependent on each other.  
Practice-arrangement bundles tend to change over 
time. The respective changes might result from changes 
in the practice or the material arrangement (Schatzki, 
2002). These changes in turn are often triggered by 
external events (Schatzki, 2006). 

Budget Deficit
Rules do not determine what people do; rather, what 
people do determines what following rules amounts to 
(Schatzki, 1997). Budget deficit is numerically expressed 
as an amount by how much the public expenditure 
exceeds as compared with the public revenue. Here, 
the amount of public expenditure may include interest 
payment or not. The primary deficit is defined as the 
difference between current government spending on 
goods and services and total current revenue from 
all types of taxes net of transfer payments. The total 
deficit (which is often called the fiscal deficit or just the 
'deficit') is the primary deficit plus interest payments 
on the debt (Burda and Wyplosz, 1995). Therefore, if 
S is government spending and T is tax revenue, then 
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primary deficit is (S – T). If D is last year's debt, and 
I is the interest rate, then total deficit would be [(S–
T) + (I×D)]. Fiscal deficit represents a negative value 
in national saving, which will reduce the whole value 
of national saving and raise the real interest rate 
and encourage foreigners to invest in the domestic 
economy, leading to exchange rate appreciation. This 
makes domestic goods and services more expensive 
relative to foreign goods. So the country imports 
more and exports less, increasing the trade deficit 
(Agarwal, 2014). In reality, no course of action could be 
determined by a rule, because every course of action 
can be made out to accord with rules (Wittgenstein, 
1953). 

The overall budget deficit has been estimated at Tk. 
145,380 crores for 2019-20 which is five percent of 
GDP as a policy. Government takes loans to fill gap in 
budget when it appears a deficit in it (Alam and Fauziah, 
2012). The Government relies on both domestic and 
foreign sources to Finance the Deficit. In FY 2019-20, 
Tk. 63,848 crore will be collected from foreign sources, 
whereas Tk. 77,363 crore will be collected from 

domestic sources to finance the deficit. As far as the 
domestic sources of financing deficit are concerned, Tk. 
47,364 crore will be collected from the banking system 
and Tk. 30,000 crore will be collected from Non-Banking 
source (of which Tk. 27,000 will come from national 
savings schemes and Tk. 3,000 from other sources). A 
look into the time series data (Table 1 gives an extract 
of last 6 years) on budget deficit reveals that the 
budget deficit increases across the years giving a signal 
of macroeconomic instability. A former finance adviser 
to a caretaker government said that major challenges 
ahead are increasing private sector investment to 
rekindle the economy, augmenting revenue income, 
and addressing the inequality of income distribution 
to reduce poverty rate. He further mentioned that 
the multipronged challenges in the areas of revenue 
earnings, poverty reduction, spurring private sector 
investment along with creating employment will be the 
major challenges for the government in coming year. 
Policy makers should take prudent decision on the 
trend and pattern of deficit to ensure real growth of 
the economy.

Particulars
2019-20 2018-19 2017-18

Budget Revised Budget Actual Revised Budget

Revenues 3,77,810 3,16,612 3,39,280 2,16,556 2,59,454 2,87,990

Expenditure 5,23,190 4,42,541 4,64,573 3,21,862 3,71,495 4,00,266

Deficit - 1,45,380 - 1,25,929 - 1,25,293 - 1,05,306 - 1,12,041 - 1,12,276

Financing:

Foreign Borrowing 63,848 43,397 50,016 25,621 41,567 46,420

Domestic Borrowing 77,363 78,745 71,226 78,815 66,017 60,352

Borrowing from Banks 47,364 30,895 42,029 11,731 19,917 28,203

Savings Schemes 27,000 45,000 26,197 46,289 44,000 30,150

Others 3,000 2,850 3,000 20,796 2,100 1,999

Particulars
2016-17 2015-16 2014-15

Actual Revised Budget Actual Revised Budget Actual Revised Budget

Revenues 2,01,210 2,18,500 2,42,752 1,72,951 1,77,400 2,08,443 1,45,966 1,63,371 1,82,954

Expenditure 2,69,499 3,17,174 3,40,605 2,38,433 2,64,565 2,95,100 2,04,380 2,39,668 2,50,506

Deficit - 68,289 - 98,674 - 97,853 - 65,482 - 87,165 - 86,657 - 58,414 - 76,297 - 67,552

Financing:

Foreign Borrowing 11,603 24,077 30,789 12,866 19,963 24,335 4,909 15,909 18,069

Domestic Borrowing 55,985 69,903 61,548 50,730 62,175 56,523 51,169 54,714 43,277

Borrowing from Banks - 8,379 23,903 38,938 10,614 31,675 38,523 514 31,714 31,221

Savings Schemes 51,806 45,000 19,610 34,152 28,000 15,000 28,705 21,000 9,056

Others 12,558 1,000 3,000 5,964 2,500 3,000 21,950 2,000 3,000

Table 1: Budget Deficit and Compositions of Financing Sources

Deficit Financing
One of the important aspects of budget is to know the state of deficit and identifying possible sources of financing. 
Optimum balancing of different composition depends on the understanding of the Teleoaffective Structures 
on part of the agent. The structure is a composite term that includes teleological and affective components of 
action combined with intentions or goals that are influenced or directed by normative and emotional behavior. 
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Unlike typologies that disaggregate action into types, 
teleoaffectivity includes a vast range of constituents: 
intentions, actions, emotions, and moods as well as 
ends, purposes, projects, and tasks (Schatzki, 1996). 
Schatzki also appears to expand the notion even 
further in his later work by defining all human activity 
as teleological, including magic, ritual and religious 
ceremony (2010). He insists, however, that the focus 
on teleoaffective structures as meaningful teleological 
objects of inquiry does not involve an apriori bias 
towards intentionality or purely meaningful human 
activities. Because teleoaffective structures are 
“normative” rather than individual, teleological rather 
than instrumental, they gain their normativity through 
the enactments of practical intelligibility that underpins 
all practices (Schatzki, 1996).

There are different mechanisms of financing deficits 
which depends on host of factors which are political, 
economical, cultural and multilateral in nature. Deficits 
can be financed through money printing, internal 
and/or external borrowing and use of central bank’s 
foreign reserves. Each financing mechanism would 
involve different macroeconomic repercussions such 
as inflation, balance of payments crises, and external 
debt crises (Osinubi and Olaleru, 2006). Broadly, these 
are the public debts taken from domestic or external 
sources. Alam and Fauziah (2013) enunciated that 
public debt may be defined as the sovereign borrowing 
from its own population, from foreign governments or 
from international institution.

External Debt is directly linked to borrowing from 
bilateral and multilateral institutions for project funding 
through the Annual Development Program (ADP) 
and budget support systems. Domestic borrowing is 
generated for financing segments of the budget deficit 
in addition to intra-year cash flow management. In 
general, external borrowing is applied to long term 
commitments while domestic borrowing is required 
for short, medium and long term commitments. 
Public borrowings are usually made on a national 
scale by central governments and at lower tiers of the 
government by provincial/ state, regional, district and 
municipal administrative authorities. 

Keeping the budget deficit increasing every year is 
undesirable, rather budget mechanism should have 
indication of reducing the same to ensure sustainable 
economic growth. Economic trends can influence the 
growth or shrinkage of fiscal deficits in several ways. 
Increased levels of economic activity generally lead to 
higher tax revenues, while government expenditures 
often increase during economic downturns because of 
higher outlays for social insurance programs. Changes 
in tax rates, tax enforcement policies, levels of social 
benefits, and other government policy decisions 

can also have major effects on public debt. If deficit 
reduction is not planned properly, the debt will be 
carried forward to next generation and the economy 
will fall in debt trap.  

Domestic Debt 
The domestic resources are always considered as key 
source of the government for deficit financing. The 
government borrows from two domestic sources: 
banking system and the non- banking system, while 
the borrowing from banking sector is decreasing in 
recent times. As per the information put in Table 1, the 
principal source of budgeted domestic borrowing is 
borrowing from banks. However, the actual scenario 
is different as government raises money from selling 
savings certificates above the budgeted figure which 
ultimately reduces the burden for the government to 
borrow from banks. Higher domestic borrowing by the 
government through NSD certificates reflects sluggish 
demand for investible funds in the private sector. Total 
domestic financing has been showing an increasing 
trend since FY 2009-10 because of increase in deficit. At 
the end of FY 2016-17, the total outstanding domestic 
debt has increased by 13.25 percent. Outstanding 
domestic debt as percentage of GDP was 15.45 
percent in FY 2013-14, 15.50 percent in FY 2014-15, 
and 15.78 percent in FY 2015-16, and 15.83 percent in 
FY 2016-17. The outstanding domestic debt stood at 
Tk. 309,682.37 crore at the end of June 2017 compared 
to Tk. 273,461.37 crore in the corresponding period 
of the previous fiscal year. According to Bangladesh 
Bank (2017:23), “Government’s budget financing from 
domestic sources stood lower at Taka 362.21 billion 
in FY17 as compared to that of Taka 384.93 billion of 
FY16. Net foreign financing stood at Taka 208.63 billion 
in the period under review. Therefore, the total budget 
financing of the government in FY17 stood lower at 
Taka 570.84 billion against Taka 587.07 billion in FY16. 
Analyzing the increasing trend in outstanding domestic 
debt over the last eight years, it can however be said 
that the amount of outstanding domestic debt has 
become 2.65 times higher in FY 2016-17 than the 
outstanding domestic debt of Tk. 116,823.84 crore in 
FY 2009-10.

During fiscal 2019-20, the government has planned to 
borrow more from banks and sale of NSD is discouraged 
from the very beginning. However, the Federation of 
Bangladesh Chambers of Commerce and Industry 
(FBCCI) urged the government to manage fund from 
other sources rather than banking channel to finance 
the deficit financing in 2019-20 fiscal. The government’s 
high volume of bank borrowing will deter the cash flow 
in the private sector, so the government can source 
the fund from other sources like infrastructure funds, 
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infrastructure bonds and other financial tools. The 
president of the federation said bank borrowing by the 
government for budget deficit will constrain the capital 
flow to the private sector. The government proposed 
borrowing Tk. 47,364 crore from the banking channel 
to meet the deficit in the budget for fiscal 2019-20.

External Debt 
External assistance has played a vital role in the 
economic development of Bangladesh assisting in 
bridging the internal gap (savings-investment gap) and 
external gap (export-import gap). Borrowing from the 
foreign debt partner is much lower than the domestic 
one but the dependency is high. Analyzing data from 
external sources it is seen that in FY 2014-15 amount 
of foreign resources stood at USD 3,043 million 
which is 1.36 percent less than the receipt US $3,085 
million of previous fiscal year. At that time repayment 
of principal and interest was USD 1,097 million which 
was 15.22 percent less than the previous fiscal year. 
In FY2015-16 disbursement has peaked to a record 
breaking USD 3,450 million. Compared to FY2014-15, 
disbursement of FY 2015-16 has increased by 13.74 
percent. On the other hand debt service (principal and 
interest) expenditure of FY2015-16 has decreased by 
USD 53 million compared to last fiscal year. As a result, 
net external assistance flow (after deducting principal 
and interest payment) in FY 2015-16 has increased by 
24.54 percent compared to last fiscal year.

A number of studies have been conducted to investigate 
the relationship between budget deficit and foreign 
debt in different countries by using different data sets. 
In case of Jordan, Shahateet et al. (2014) showed that 
external debt is not caused by budget deficit but by 
other factors related to economic growth and, more 
likely, political factors. They also said that the budget 
constraints must rely on more important factors other 
than external debt when drawing fiscal policies. These 
factors may include good governance, tax reforms and 
lowering government spending on certain economic 
activities that have little significance on total output. 
Qayyum et al. (2014) presented a theoretical model 
for foreign aid, external debt and governance. They 
showed that external debt and foreign aid do not 
affect the growth rate of consumption but have level 
impact on consumption. They concluded that foreign 
aid encourages the economic growth but external debt 
creates a burden on the economy. Foreign aid does not 
affect investment directly but it has a direct positive 
impact on the savings in the economy. Foreign aid has 
a positive impact on economic growth and it is playing 
a constructive role in spurring the economic activity 
of an economy. External debt has a negative impact 
on economic growth and it is a burden that puts 

an economy into trouble. They recommended that 
developing countries should finance budget through 
foreign aid and do not depend on the external debt as 
it affects the economic activities adversely (Qayyum et 
al., 2014). Another study by Jayaraman and Evan (2008) 
confirmed that the high flow of aid and foreign debt 
has contributed significantly to high rates of economic 
growth in the six countries of the Pacific during the 
period 1988 to 2004. In another study, Butts (2009) 
shows the existence of a causal relationship between 
economic growth and the external public debt in 13 
out of 27 countries of Latin America and the Caribbean 
during the period 1970-2003. From the findings of the 
empirical studies as listed here, it is understood that 
the relationship between external debt and economic 
growth has a positive relationship, however, the tune 
of debts need to carefully computed to keep the long 
term debt sustainability of the country guaranteed. 

Debt-Service Payment and Debt 
Sustainability 
Debt Service Payments is a term used to describe 
a variable factor within the debt service coverage 
ratio (DSCR) formula. The DSCR formula is used by 
investors and lenders to evaluate the potential of an 
investment property or commercial enterprise by 
determining its ability to service the debt on a loan 
given the terms. The Debt Service Payments factor 
of the equation is simply the amount of the monthly 
payments made on the interest and principal of a 
loan. In our case, debt-service payment is increasing 
over the time which indicates a decrease in the net 
foreign asset of the country. This outflow of asset not 
only creates a pressure on the balance of payment but 
also makes a burden on the economy. In terms of debt 
sustainability, it is shown that the outstanding external 
debt represents 53.49 percent of the total amount of 
export earnings and remittance in FY 2015-16, whereas 
this ratio was 48.68 percent in FY 2014-15. In addition, 
total external debt-service payment represents 4.62 
percent of total revenue earned and 2.15 percent of 
the total amount of export earnings and remittance in 
FY 2015-16.

Financing larger amount of deficit budget through 
debt increases the risk greatly though deficit budget 
is considered as a tool to stabilize the economy. But 
modern fiscal practices show that the success of 
deficit budgeting depends on the sagaciousness of the 
government in using this tool properly. If a government 
cannot handle it efficiently the dangerous effect would 
be an escalation of the debt stock of a country as the 
deficit is commonly financed by taking debt. Like the 
governments of other developing countries in the 

30 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-03, MAY-JUNE 2019



world, government of Bangladesh always try to use 
deficit budget as a potential instrument to stabilize 
the economy and forward to a sustainable economic 
growth. As the size of the budget is going to be large 
every year, the amount of deficit in budget shows a 
growing trend which instigates an increase in public 
debt. Actually Bangladeshi economy is primarily 
dependent on foreign aids and loans as a major source 
of external financing. However, proper utilization of the 
fund remains a question where NPM ideals may act as 
strong intervention. Government always tries to carry 
out a structural change by taking some steps such as 
Public Private Partnership (PPP) to use the foreign 
aid and loans efficiently to stabilize the economy. As 
days go on the amount of public debt is increasing 
which demands an effective and efficient coordination 
of fiscal policy. It is a great challenge for Bangladeshi 
government to tackle the rising public debt created 
by past budget deficits. Due to an increasing trend 
in using debt to finance budget deficit, an economist 
rightly said Bangladesh is slowly moving towards being 
debt-trapped if the present situation of its lending is 
considered.

Now Bangladesh has to pay 2 percent in interest for 
loans from World Bank and Asian Development Bank, 
up from the 0.75 percent availed before the transition 
to a lower middle-income country. Loans from Japan, 
Bangladesh’s largest bilateral development partner, cost 
1 percent, which is almost 7 times higher than what 
was two years ago. For interest payment, Tk. 57,070 
crore has been earmarked, which is 10.91 percent 
of the total allocation and 51 percent higher than 
the outgoing year’s revised allocation of Tk. 37,920 
crore. A renowned economist rightly mentioned that 
the size of the budget deficit is not big. But source 
of financing is important. The bank borrowing decision 
has come amidst the presence of high non-performing 
loans and a liquidity crisis. Domestic sourcing from 
commercial banks and national savings certificates will 
lead to payment of more interest. Another economist 
termed the deficit sourcing “expensive”, saying the 
external and local loans would carry high costs. If the 
government is not able to mobilize internal resources, 
it will create a burden for poor people in the future as 
the government will have to cut different social welfare 
expenditure. The government has already started to 
take expensive loans from China, Russia and other 
multilateral external sources that will create additional 
pressure on the economy in coming days, for the 
repayment amounts will be big. An adviser to former 
caretaker government said the deficit financing plans 
remain unfulfilled every year due to a lack of budget 
implementation efficiency. He however suggested that 
the government avoid non-concessional loans, avail 

cheaper loans and reduce dependence on national 
savings certificates. Table 2 below shows the rising 
trends of interest expenditure over the years.

Fiscal Year Interest Expenditure

10 14,646

11 14,578

12 19,796

13 23,347

14 26,540

15 31,043

16 33,113

17 35,358

18 41,766

19 48,745

20 57,070

Table 2: Interest expenditure across the years (Source: 

Economic Review and Budget Document)

Impact of Budget Deficit on 
Macroeconomic Variables 
Budget deficit has multi-level effects on explaining 
economic health of any country. This is due to the 
typical nature of budget deficit as a part of social 
practice. A practice is “a temporally evolving, open-
ended set of doings and sayings” linked by “practical 
understandings”, “rules”, “teleoaffective structures” 
and “general understandings” (Schatzki, 2002). Due 
to this temporally evolving open-ended nature of 
doings, budget deficit brings changes to different 
macroeconomic variables like growth, inflation, 
interest rates, account balances, currency value etc.  By 
conducting a study about budget deficit, external debt 
and economic growth in Nigeria, Osinubi and Olaleru 
(2006) confirmed an existence of the debt Laffer curve 
and the non linear effects of external debt on growth. 
They also suggested that if debt financed budget 
deficits are operated in order to stabilize the debt 
ratio at the optimum sustainable level, debt overhang 
problem would be avoided and the benefits of external 
borrowing would be maximized. In his study in Jordan, 
Abdelhadi (2013) found that there is a positive and 
significant relationship between external debt and 
economic growth in Jordan. But with the increasing 
reliance on foreign funds and of foreign loans, in 
particular, led to rising debt service burdens, which has 
a negative impact on economic growth in Jordan, and 
there is an inverse and significant relationship between 
debt service and economic growth, because the 
country spend major portion of its Balance of Payment 
to serve its external debt.

In general, there are three schools of thought 
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concerning the economic effects of budget deficits: 
Neoclassical, Keynesian and Ricardian. The Neoclassical 
one imagines intuitive individuals planning consumption 
over their own life cycles. They view budget deficits as 
a way to raise lifetime consumption by shifting taxes 
to subsequent generations. But higher consumption 
implies lower savings and thus interest rate must 
increase so as to bring back capital markets into balance. 
In this situation, crowding out problems may arise. 
Under the Keynesian view, an important percentage 
of the population is considered to be either myopic 
or liquidity constrained and deficits are seen as having 
beneficial consequences when appropriately timed. 
On the other hand, Ricardians consider deficit policy 
as a matter of indifference, posing their attention on 
altruistically motivated transfers (Mukhtar and Zakaria, 
2008). Knowing what to do in a particular situation 
or how to react to ongoing actions requires practical 
understanding: the ability to perform, identify and 
respond to an action. Practical understanding somehow 
carries out the acts that practical intelligibility “singles 
out” (Schatzki, 2002).

In a study, Hossain (2012) showed that budget deficit 
accelerated economic growth in the case of Bangladesh. 
On the other hand, research performed for Pakistan by 
Fatima et al. (2012) found negative impact of budget 
deficit on economic growth. High and volatile fiscal 
deficits may be harmful to welfare, for instance, debt-
to-GDP ratio is negatively related to the long-run fiscal 
sustainability, therefore, affecting the living standards of 
future generations (Alesina and Perorri, 1996; Woo, 
1999; Alesina and Rodrik, 1994; Persson and Tabellini, 
1997). High and volatile deficit may also increase the 
level and volatility of inflation since central bank is 
deficient in independence (Fatas and Mihov, 2006).

For Malaysia, there is no long-run relationship between 
budget deficit and economic growth in consideration of 
the Ricardian equivalence hypothesis (Rahman, 2012). 
Researchers in Pakistan also found that fiscal profligacy 
seriously undermine the growth objectives thereby 
adversely impacting physical and social infrastructure 
in the country (Fatima, 2011). In the case of India also 
there is negative and significant relationship between 
fiscal deficit and economic growth in the long-run 
(Mohanty, 2013). The studies suggest reduction of 
subsidies and investing this money in health, education, 
infrastructure sectors such as power and roads etc., 
so that it will enhance the productivity of both human 
capital and physical capital, which will go a long way in 
increasing the per capita income of the people.

Economic effects of budget deficit on other 
macroeconomic variables are important. Some authors 
found evidence that budget deficits cause inflation 
(McMillin, 1986). Similar results also reported by 

other researchers (Edwards and Tabellini, 1991; Favero 
and Spinelli, 1999; Metin, 1998; Ozatay, 2000). On the 
contrary, some authors conclude that budget deficits do 
not contribute significantly to higher inflation (Karras, 
1994; King and Plosser, 1985). In the case of interest, 
some authors found no causal relationship between 
budget deficits and interest rates in the US and some 
other countries (Evans, 1987; Barro, 1987). On the other 
hand, Hoelscher (1986) and Cebula and Koch (1989) 
found that federal budget deficits contribute to higher 
levels of interest rate yields. Evans (1985) suggested 
that federal deficits affect consumption and interest 
rates whereas Berheim (1989) found evidence to the 
contrary. Krugman (1995) and Sachs (1985) argued 
that lower budget deficit lowers the value of the dollar. 
There are numerous studies in the literature holding 
this opinion, mostly in the case of the United States 
of America (Mundell, 1963; Fleming, 1962; Dornbusch, 
1976). Evans (1986) found no evidence of the presence 
of any relationship between budget deficit and value of 
domestic currency and suggested that budget deficits 
are a sign of weakness in the economy. The study 
conducted by Al-Refai (2015) revealed that the gross 
fixed capital formation and domestic debt have positive 
and significant relationship with economic growth in 
Jordan, but labor, external debt, and long-term external 
debt have a negative and insignificant impact on 
economic growth in Jordan.

Value for Money
Elaborating the term ‘value of money’, an economist 
of the country said return in the economy against 
investing money in certain sectors like education, 
infrastructure, and safety net program is fundamental 
in terms of expenditure both in the heads of revenue 
and development perspective. Value of money must be 
ensured in budgetary expenditure, as quality spending 
is the key to get expected returns from public sector 
investment. A famous economist of the country 
mentioned ‘augmenting revenue, ensuring the ‘value 
of money’ and containing unproductive expenditure 
are three major challenges the government will face 
while implementing budget for the 2019-2020 fiscal 
year.’ He said private sector investment is linked to 
both propelling growth and job creation, while earning 
targeted revenue would consolidate the economy for 
further expansion with reducing deficit financing. A 
university professor of economics said for Bangladesh 
there is another risk because the current growth 
in the GDP is led by significant public investment in 
mega projects and in many cases expenditure in these 
projects are not linked with increase in employment 
growth in the economy. To my view, for Bangladesh, the 
most difficult issue is to ensure higher employment 
growth as we proceed to be one of middle-income 
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countries in the world. The government has resorted 
to deficit financing, largely through bank borrowing 
and sale of high-cost savings certificates, increasing 
the interest payment burden on its shoulders and 
fuelling inflation. The regulator should listen to the 
expectation of social plot and respond accordingly. 
To ensure proper value for money, the presence of 
‘practical intelligibility’ is a must. Practical intelligibility 
is a teleological phenomenon that operates at the level 
of everyday sense-making or coping activity that is 
understandable to the actor, even though it may have 
no explicit reference to what is rational, normatively 
prescribed or scientifically correct; although it may 
include all of these and more (Schatzki, 2002). It 
governs action by specifying what an actor does next in 
the continuous flow of activity. It also causes activity in 
the sense of formal and final, but not efficient, causality: 
It specifies what a person does; and the specification 
of what to do is usually oriented towards specific ends 
(Schatzki, 2002).  

Revenue Targets
One of the very important and desirable options of 
reducing deficits in budget is increasing revenue. Under 
new public management ideals, there is an increasing 
trend of maximizing public revenue by involving 
public sectors into commercial activities like private 
sectors. However, our budget shows no reflection of 
such objectives. The action is what is done, whereas 
the performance is the doing of it (Schatzki, 2010). 
While Schatzki’s shift from action to practice appears 
to promise more conceptual clarity in defining how 
“actions presuppose practices”, it also creates further 
difficulties in explaining how practices “carry out” 
actions, and how the “performance” or doing of a 
practice “befalls” agents (Schatzki, 2002, 2010). The total 
revenue target for the upcoming fiscal year has been 
set at Tk. 377,810 crore, up by 17.92% than the revised 
target for the outgoing fiscal year. The revenue target 
for the National Board of Revenue (NBR) for the next 
fiscal year has been set at Tk. 3,25,600 crore, non-NBR 
Tk. 14,500 crore and non-tax revenue income target at 
Tk. 37,710 crore. While the NBR, which typically earns 
more than 80% of total revenue, registered only 7.1% 
growth in the first nine months of the current fiscal 
year, the next total revenue growth target of 17.92% 
is unrealistic to achieve, and thus ambitious. Expanding 
and enforcing the indirect tax, Value Added Tax (VAT), 
is riding government’s expectation high to earn hefty 
tax income from consumers and small businesses. 
Former governor of the central bank said, the new 
VAT act is the only tool for the government to earn 
more, while it will be a source of contention between 

the government and the business community. He said, 
one of the major challenges the government is set to 
encounter is striking a balance between income and 
expenditure. On the back of huge revenue shortfall in 
the current budget, the government has announced 
another jumbo sized revenue target. Pointing on other 
major challenges, the governor said the government 
would face tough resistance in implementing the VAT 
act, creating employment generation and boosting 
private sector investment. According to the Economist 
Intelligence Unit, 47% graduates in the country were 
unemployed in 2016, while the rate is 10% for India and 
Pakistan. On the other hand, BBS data says the country 
had 2,677,000 jobless people in 2017. Of the total, 40% 
was educated youth of the country. Here, the regulator 
should understand the difference between theoretical 
and practical intelligibility of action. Theoretical 
intelligibility invariably involves representational and 
realist models of subject and object, individual and 
action, whereas “practical intelligibility” assumes that 
we can immanently disclose the “practices themselves” 
or that meaning is “out there” in the practices: there 
is no need for the intervention of abstract theoretical 
concepts or models of agency, based on rationality, 
intentionality and causality (Taylor, 1971).

Twin Deficits
Twin deficits arise when an economy goes through 
both the fiscal deficit and the current account deficit 
(CAD). The country last experienced the twin deficits 
in FY'12. The phenomena returned to Bangladesh in 
the fiscal year, 2016-17, (FY'17) after five years and 
further widened in FY'18. In the meantime, the 'twin 
deficits' situation is expected to worsen further, as the 
central bank projects the current deficit may exceed 
US$ 10 billion or equivalent to over 3.5 per cent of 
the GDP this fiscal year. In its latest Monetary Policy 
Statement, the Bangladesh Bank (BB) said the current 
account is widening due to higher trade deficit despite 
a rebound in the receipt of remittances. Agarwal (2014) 
investigated an existence of the long-run equilibrium 
relationship between current account and fiscal deficit 
in India.

A study conducted by the International Monetary 
Fund (IMF) on 114 developing economies including 
Bangladesh reveals that fiscal deficits have direct impact 
on current account imbalance. The current account 
deficit has been worsening since the mega projects 
were taken up, which in turn had been boosting the 
imports. Due to worsening current account deficit 
the authorities may rapidly depreciate the currency 
or increase foreign borrowings to finance the external 
gap. A renowned economist of the country said the 
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government should be more careful about taking up 
its projects, especially against those which raise the 
imports.

The capital flight also might be involved in worsening 
the twin deficits. An economist from Dhaka office of 
the World Bank said Bangladesh's savings is less than 
that of investment implying that the money may siphon-
off from the country. The gross national savings in the 
2017-18 fiscal year was just 28.07 per cent of the GDP 
against investment (public and private) of 31.47 per 
cent of the GDP. He told that the 'unusual behavior' 
in the country's gross national savings and investment 
reflects that there is a capital flight.

The IMF study is a message for Bangladesh although 
Bangladesh mostly fails to spend its allocation which it 
earmarks in the budget estimation. However, by using 
unanticipated government spending shocks for an 
unbalanced panel of 114 developing economies from 
1990 to 2015, the IMF found that a one per cent of GDP 
unanticipated improvement in the government budget 
balance improves, on average, the current account 
balance by 0.8 percentage point of the GDP. It signals a 
necessity of ‘change’ as introduced in practice theory. 
Schatzki (2002) appropriately put his proposition that 
change comes about through agency” which raises 
fundamental questions of how agency and change 
can be theorized within the intellectual genealogy 
of practice theory. We expect that the agent will be 
successful in translatying the hope and aspiration of 
the society towards the desirable change by applying 
general and practical understanding.

Conclusions 
The status of human beings as “subjects” (and “agents”) 
is bound to practices (Schatzki, 2001). Paradoxically, 
this requires displacing the “contents and properties” 
of mind, cognition and individual intentional action 
from the understanding of social life: “Human agency 
must . . . be understood as something contained in 
practices (i.e., as the performance of doings and sayings 
that constitute the actions that compose practices)” 
(Schatzki 2002). Use of debt in reducing deficits in 
budget is a practice which becomes a part of social 
life. However, it should be understood that practices 
are ontologically more fundamental than language 
and discourse. Without a careful orientation with 
social process and reality, theories couldn’t be of any 
practical use. The continuous rise in per capita debt 
as well as lower per capita growth in GDP is posing 
serious challenge to a sustainable growth of economy 
in Bangladesh. Government needs to take proper policy 
responses by putting emphasis on debt restructuring 
with an ultimate goal of deficit reduction gradually. In 

this regard, harmonizing the fiscal and monetary policy, 
taking an effective debt management policy for long 
term basis and exercising civil and political rights in 
decision making process concerning debt issues are 
needed. If practices are primarily routine, habitual and 
normative events that happen, rather than purposive 
and generative processes, then how do they change over 
time (Schatzki, 2011)? Government should understand 
the concern rose in this question and then we could 
come up with a feasible solution. The government 
must concentrate on increasing productive capacities 
and channel adequate resources to productive sectors 
and should reform tax structure by progressive tax 
system (to include the tax payable person under tax 
regime). Moreover, encouraging domestic productive 
sectors, developing domestic debt market rather than 
dependency on banking sector is must. By focusing 
only on practices as the locus of the “social”, practice 
theories emphasize how the enactment of everyday 
activities is guided not by intentional action, formal 
knowledge or theoretical concepts, but by routine 
practices, know-how, tacit knowledge or informal 
rules, all of which may be diffuse, indeterminate or 
unreflective (Turner, 1994; 2007). Finally, costly lending 
instrument as source of deficit financing is a weak 
fiscal tool for fostering economic growth. Proper 
steps should be taken to form capital domestically and 
channel the same to formal economic systems which 
will automatically ensure more investable resource for 
financing the non-development expenditure. Ultimate 
target should be on lessening the dependency on debt 
which will ensure more allocation on development 
expenditure with less dependency on debt. Really the 
critical challenge for practice theory is to explain how 
practices remain the same and how practices change 
(de Certeau 1984). 
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1.0 Introduction
Every country typically prepares annual budgets in 
order to appropriately direct their economy for 
development purposes. It is usually a valuable guide 
for collection and spending of fund.  The national 

budgets are even more important to developing 
countries of the world which are committed to 
speedy national development (Olarewaju and 
Obisesan, 2015). 

Abstract 
This study examined the impact of annual budget on the economic development of Bangladesh using a time 
frame of 2000 to 2015. Secondary data were employed for the study. The study used descriptive analysis, 
correlation analysis and regression analysis to estimate the model for testing the hypotheses. The result 
indicated that if more funds are allocated through budget to the economic and social service sectors, the 
accelerated economic development of the country will be ensured. On the other hand, the government 
expenditures allocated on the administrative sector is negatively associated with the development prospect 
of the country.  Therefore, it is recommended that the government should ensure rational allocation of sector 
wise fund based on the developmental needs of the country.

Keywords: Budgets; Impacts; Development; Funds; Expenditure.
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Budget is numerical expression of plan. A budget 
is an important economic instrument of national 
resource mobilization, allocation and economic 
management. It is an important tool for facilitating 
and realizing the vision of government in a given fiscal 
year. A budget has to be well-designed, effectively 
and efficiently implemented, adequately monitored 
(Olarewaju and Obisesan, 2015). The budget is also 
an instrument for measuring the performance of 
the economy. This is because it provides adequate 
control for monitoring expenditure for proper 
financial management. It is also used to measure 
the performance of the economy by indicating the 
performance of the economy in the previous year, 
making it possible to account for any gap between 
the expected and exact targets projected under the 
budget (Olarewaju and Obisesan, 2015).

Bangladesh has prepared its annual budget since 
independence. One of the main goals of these 
budgets has been to lessen poverty and to accelerate 
the rate of development of the economy. Bangladesh 
has successfully been able to increase the rate of 
growth of the economy through ready-made 
garments industry and inflows of remittances. Figure 
1 presents the trend in growth of the economy from 
1981-2014 (Adopted from Rana and Wahid, 2017).

Figure 1: Growth in real GDP in Bangladesh.

Bangladesh’s successive budgets have been in most 
cases recording deficit. The country is facing many 
socio-economic problems which include high 
inflation, poverty, unemployment, income inequality, 
adverse balance of payments and low standard 
of living. Although, deficit budget is deliberately 
undertaken by the government, so as to stimulate 
economic activities in the country, but in most cases 
the reverse is what is being witnessed. Therefore, 
there is a serious need to continuously determine the 
impact of annual budgets on economic development 
of the country.

2.0 Impact Analysis
2.1 What is Impact Analysis?
An impact analysis (IA) examines the effect of an 

event on the economy in a specific area, ranging 
from a single country to the whole globe (Erkin, 
1988). The economic event analyzed can include 
implementation of a new policy or project. An 
impact analysis is commonly conducted when there 
is public concern about the potential impacts of a 
proposed project or policy. It typically measures 
or estimates the change in activity between two 
scenarios, one assuming the event occurs, and one 
assuming it does not occur (Mitchell, 2005). 

One method of assessing whether public resources 
have been used appropriately and effectively is to 
try to gauge the impact that expenditures have 
had in relation to the desired outcomes. Although 
measuring outputs requires an effective data 
collection system, it is a relatively straightforward 
exercise. Evaluating the impact, or outcomes, of 
expenditure is much more difficult and requires 
the capacity to identify the value added from a 
particular government policy or program. Measuring 
how effective public spending has been in reaching 
desired outcomes requires the government to 
identify appropriate indicators of impact and collect 
and correctly interpret the data on these indicators. 
Unfortunately, most developing countries have not 
instituted systems to comprehensively measure the 
impacts of their budgets, and many lack the capacity 
to implement such systems. Although measuring 
impact of government spending is challenging, it is 
critical to public finance systems that use scarce 
public resources to meet the needs of its people 
(Gregoriou and Ghosh , 2007).

2.2 Types of Impacts
Impact analyses often estimate multiple types of 
impacts. An output impact is the total increase in 
revenue. A more conservative measure of economic 
activity is the value added impact, which estimates 
the increase in the study region’s gross regional 
product. The gross regional product (GRP) is very 
similar to the nation’s gross domestic product (GDP), 
and represents the total size of the local economy. 
This impact estimates the increase in local employee 
wages plus local business profits. However, the value 
added impact may overstate local profits when they 
are transferred overseas (such as in the form of 
dividends or investments in foreign facilities). 

An even more conservative measure is the labour 
income impact, which represents the increase in 
total money paid to local employees in the form 
of salaries and wages. The increases in income 
may come in the form of raises and/or increased 
hours for existing employees or new jobs for the 
unemployed. A similar measure is the employment 
impact, which measures the increase in the number 
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of total employees in the local region. Instead of 
measuring the economic impact in terms of money, 
this measure presents the impact on the number of 
jobs in the region. Another measure of economic 
impact is the property value impact, measuring the 
increase in total property values, and is a reflection 
of generated income and wealth, both personal and 
business. 

2.3 Sources of Impacts
Each impact can be decomposed into different 
components, depending on the effect that caused the 
impact. Direct effects are the results of the money 
initially spent in the study region by the business 
or organization being studied. This includes money 
spent to pay for salaries, supplies, raw materials, 
and operating expenses. The direct effects from the 
initial spending create additional activity in the local 
economy. Indirect effects are the results of business-
to-business transactions indirectly caused by the 
direct effects. Businesses initially benefiting from the 
direct effects will subsequently increase spending 
at other local businesses. The indirect effect is a 
measure of this increase in business-to-business 
activity (not including the initial round of spending, 
which is included in the direct effects). Induced 
effects are the results of increased personal income 
caused by the direct and indirect effects. Businesses 
experiencing increased revenue from the direct and 
indirect effects will subsequently increase payroll 
expenditures (by hiring more employees, increasing 
payroll hours, raising salaries, etc.). Households 
will, in turn, increase spending at local businesses. 
The induced effect is a measure of this increase 
in household-to-business activity. Finally, dynamic 
effects are caused by geographic shifts over time in 
populations and businesses. 

2.4 Measurement of Impacts
A number of different metrics and methods have 
been devised to evaluate impacts.  These are based 
both on different measurement systems. Measuring 
direct and indirect impacts requires quantitative 
and in many cases qualitative indicators. The OECD 
defines an indicator as a "Quantitative or qualitative 
factor or variable that provides a simple and reliable 
means to measure achievement, to reflect the 
changes connected to an intervention, or to help 
assess the performance of a development actor.” An 
indicator may be data used by analysts/companies 
and organizations to describe situations that exist 
or to measure changes or trends over a period 
of time. They are descriptions of conditions or of 
performance that may provide insights into matters 
of larger significance beyond that which is actually 

measured. Indicators should reflect both positive 
and negative impacts resulting from business 
activities. When choosing appropriate indicators for 
measurements, companies are encouraged to map 
out the linkages between the key direct impacts and 
subsequent knock-on or indirect impacts. 

Impact analyses usually employ one of two methods 
for determining impacts. The first is an input-
output model (I/O model) for analyzing the regional 
economy. These models rely on inter-industry 
data to determine how effects in one industry will 
impact other sectors. In addition, I/O models also 
estimate the share of each industry's purchases 
that are supplied by local firms. Based on this data, 
multipliers are calculated and used to estimate 
economic impacts. Examples of I/O models used 
for economic impact analyses are IMPLAN, RIMS-II, 
and EMSI. Another method used for impact analyses 
are economic simulation models. These are more 
complex econometric and general equilibrium 
models. They account for everything the I/O model 
does, plus they forecast the impacts caused by future 
economic and demographic changes. One such is 
example is the REMI Model. 

3.0 Research Questions 
Based on research gap in the previous literature, 
the following two research questions have been 
addressed:  

a)  What type of relationship exists between 
annual budgets and economic development?

b) What is the influence of sector wise annual 
expenditure allocation on economic 
development of Bangladesh? 

4.0 Objectives of the Study 
a) To investigate the relationship between annual 

budgets and economic development.

b) To analyze the influence of sector wise 
annual expenditure allocation on economic 
development of Bangladesh.

5.0 Research Hypotheses 
Based on objectives of the study, the following two 
research hypotheses have been developed.

H1: There is no significant relationship between 
annual budgets and economic development 
of Bangladesh. 

H2: Sector wise annual expenditure allocation 
has no significant effect on economic 
development of Bangladesh. 
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6.0 Literature Review
A number of researchers have examined the impact 
of government budget on the economic development 
of both developed and developing countries. 

Landau (1983) examined the impact of government 
consumption expenditure on the economic 
development for a sample of 96 countries and found 
a negative impact of government expenditure on 
economic development. 

Ram (1986) investigated the relationship between 
government budgetary expenditure size and 
economic growth for a group of 115 countries 
during the period of 1950-1980, using both cross-
sectional and time series (panel) data. The study 
found a positive effect of government expenditure 
on economic growth.

Fama (1986) carried out a study on one hundred 
countries to measure the impact of annual budget 
on the economic growth. The findings revealed that 
government expenditure have significant positive 
effect on economic development of those countries. 
Barron (1991) conducted a study on 98 developed 
and developing economies and found a positive, but 
weak correlation between public expenditure and 
economic growth over the years 1960-1985.

Devarajan et al. (1993) conducted a study to find 
out the positive and negative effect of government 
budget on the economic development of OECD 
countries. The findings indicated that expenditure 
allocated on education and defense, government 
officials (vacation allowance, car allowance, etc.) 
did not have any positive impact on the economy. 
On the other hand, they found a significant positive 
influence of the government expenditure on the 
economic development of the OECD countries. 

Lin (1994) used a sample of sixty-two countries and 
found that non productive spending has no impact 
on economic development in developed countries, 
but a positive impact in less developed countries.  
Erkin (1998) investigated the relationship between 
government budgetary expenditure and economic 
growth for New Zealand and found that higher 
government budgetary expenditure does not impact 
consumption, but rather raises private investment 
which in turn increases economic growth. Al-
Yousif (2000) examined the impact of government 
expenditure on economic development of Saudi 
Arabia. He found a significant positive impact.

Gemmel and Kenner (2001) provide empirical 
evidence on the influence of fiscal policy on long run 
growth for European countries. They use panel and 
time series econometric techniques. The findings 

revealed that while some public investment spending 
influences positively on economic development, but 
consumption and social security spending have zero 
or negative growth effects. 

Loizides and Vamvouks (2005) used the causality 
test to investigate the relationship between public 
expenditure and economic growth in Greece, 
United Kingdom and Ireland. It was found that 
government size causes economic development in 
all countries, they studied. The findings also revealed 
that economic development is influenced by public 
expenditure in Greece and United Kingdom.

Mitchell (2005) investigated the effect of government 
spending on economic development in developed 
countries. The study concluded that a large and 
growing government is not favorable to better 
economic performance. The researcher argued 
that reducing the size of government would lead to 
higher incomes and improve competitiveness. 

Komain and Brahmasrene (2007) investigated 
the relationship between public expenditure and 
economic growth in Thailand, by using the Pair 
wise Granger causality test. The findings indicated 
that public expenditure and economic development 
are not co-integrated which implies that in the 
long run, a relevant relationship might not lie in 
between them, but there exists at the short run, a 
significant positive influence of public expenditure 
on economic growth. 

Gregoriou and Ghosh (2007) examined the 
influence of government expenditure on economic 
growth using panel data. The findings indicated that 
countries with large government expenditure in 
terms of annual budgets tend to experience higher 
economic growth, but the impact varies from one 
country to another.

Hussain and Haque (2017) opined that fiscal deficit 
is good for economic development of Bangladesh if 
the borrowed money is spent on beneficial projects, 
provided the return from such investments go 
beyond the funding cost.

Rana and Wahid (2017) conducted an econometric 
study of the influence of government budget deficits 
on the economic development of Bangladesh. A 
time-series analysis was employed using ordinary 
least squares estimation, vector error correction 
model, and granger causality test. The findings 
revealed that the government budget deficit has 
statistically significant negative effect on economic 
development of Bangladesh.

From the above literature review it is evident 
that the relationship between annual budget and 
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economic development has been a researchable 
interest to so many researchers in both developed 
and developing economies and it is imperative to 
conduct a study on Bangladesh context to deeply 
examine the impact of annual budget on economic 
development. 

7.0 Methodology   
The study is mainly based on secondary data. 
Secondary data were collected from the annual 
budget of Bangladesh from 2000 to 2015. The 
collected data were analyzed using descriptive 
analysis, correlation analysis and multiple regression 
analysis. A multiple linear model (by employing 
the technique of ordinary least square regression 
analysis) was developed to examine the causal-effect 
relationship between sector wise annual expenditure 
allocations and economic development as measured 
in terms of total capital expenditure in the country.

7.1 Model Specification 
To measures the influence of annual budgets on 
the economic development of Bangladesh, The 
following model is used (adopted from Olarewaju 
and Obisesan, 2015):

Yt = ß0+ ß1X1+ ß2X2+ ß3X3 + Ut

Where:  

TCE = Total capital expenditure (proxy of annual 
budget) 

TE= Total economic development. 

 U = Stochastic error term. 

ß0 = intercept

 ß1, ß2 and ß3 are the slope coefficients of the variables

X1, X2, and X3 measures Total economic development. 

X1= ESE/TE which is the ratio of Economic Sector 
Expenditure (ESE) to Total Expenditure (TE) 

X2 = SSSE/TE which is the ratio of Social Service 
Sector Expenditure (SSSE) to Total Expenditure (TE) 

X3= ASE/TE which is the ratio of Administrative 
Sector Expenditure (ASE) to Total Expenditure (TE)

8.0 Analysis and Findings 
8.1 Descriptive Analysis 
The descriptive statistics consist of the mean, 
standard deviation, minimum, maximum, skewness 
and kurtosis statistics corresponding to each of the 
variables. 

Table 1: Descriptive Statistics of  Variables 
(n=16) 

TCE ESE/TE SSE/TE ASE/TE

Mean 8339054 0.252981 0.021894 0.089912

Median 8209346 0.339476 0.055890 0.066092

Maximum 23905432 0.528051 0.338553 0.238400

Minimum 1172306 0.084467 0.055721 0.011620

Std. Dev. 10043280 0.100895 0.078032 0.055021

Skewness 2.540721 0.390541 2.099482 0.332201

Kurtosis 4.754091 2.090543 6.088420 2.550270

The descriptive analysis revealed that the minimum 
and maximum values of total capital expenditure are 
11,72,306 and 2,39,05,432 respectively. For ratio of 
economic sector expenditure to total expenditure 
the table indicated minimum and maximum 
values of 0.084467 and 0.528051 respectively. 
For ratio of social service sector expenditure to 
total expenditure the table reported minimum 
and maximum values of 0.055721 and 0.338553 
respectively. For ratio of administrative sector 
expenditure to total expenditure the table reported 
minimum and maximum values of 0.011620 and 
0.238400 respectively. From the table it was 
observed that all the variables are skewed to the 
right, given the corresponding skewness statistics 
of 2.540721, 0.390541, 2.099482, 0.332201 for TCE, 
ESE/TE, SSSE/TE, ASE/TE, respectively.

8.2 Correlation Analysis  
The strength and direction of the linear relationship 
between two variables is described by correlation 
(Pallant, 2001). Similarly, the degree of correlation 
expresses the strength and significance of 
relationship among variables. For obtaining this, the 
bivariate association was done which computes 
Pearson’s correlation coefficient with significance 
levels. Pearson correlation take only one value in 
between -1 to 1. Ignoring the sign, the magnitude 
of the absolute value means the strength of the 
relationship between two variables.

The correlation coefficients between variables 
included in the model are tabulated in table 2.

Table 2: Correlation Matrix 

TCE ESE/TE SSE/TE ASE/TE

TCE 1

ESE/TE 0.4068432 1

SSE/TE 0.2279430 0.2730489 1

ASE/TE -0.2895820 0.4509002 0.4022719 1

Table 2 indicated that there is positive correlation 
between ESE/TE and SSE/TE with TCE. On the other 
hand, there is negative correlation between ASE/TE 
and TCE. The reported correlation between the 
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variables does not indicate any evidence for multi-
collinearity among the variables. 

8.3 Regression Analysis  

8.3.1 Checking of Regression Assumptions
There are some assumptions that must be 
fulfilled before using OLS regression model. OLS 
linear regression model is based on four principal 
assumptions- Linearity, Normality of residuals, 
Homoscedasticity and Multicollinearity. If any of 
these assumptions is violated, then the results of 
regression model may be inefficient, or seriously 
biased or misleading. 

1. Linearity
The assumption of linearity implies that there is 
a straight-line relationship between dependent 
and independent variables. In the present study 
linearity has been checked through residual 
plot. The graphs for checking linearity of each 
independent variable indicate that some of the 
independent variables in the model do not have 
linear relationship with the dependent variable.   
However, the presence of non linearity is 
common in the majority of prior studies.

2. Normality of Residuals
This assumption implies that residuals should 
be normally distributed. The present study 
has employed both graphical (Q-Q plot, P-P 
plot and histogram) and numerical method 
(Shapiro-Wilk W test) to check the normality of 
residuals. Both graphical and numerical method 
suggest same result that errors or residuals 
are normally distributed which is considered 
necessary for doing hypothesis testing about 
regression parameters. 

3. Homoscedasticity of Residuals
The Homoscedasticity of residuals implies that 
variance of the residuals is constant for each 
observation. The present study has employed 
both graphical (residual plots where residuals 
are plotted against predicted value) and 
numerical method (Breusch-Pagan test) to 
check the assumption of Homoscedasticity of 
residuals. Both graphical and numerical method 
suggest same result that current data does not 
meet the assumption which means it suffers 
from Heteroscedasticity.

4. Multicollinearity
Multicollinearity refers to the strong linear 
relationship between two or more independent 
variables. With multicollinearity, the variables 
are very highly correlated (say, .90 and above). 
According to Murrary (2006), multicollinearity 

tends to create difficulty in differentiating the 
individual effect of explanatory variables. As a 
result, the estimates for a regression model 
cannot be uniquely computed and therefore 
may be biased. The present study has applied VIF 
(Variance Inflation Factor) with tolerance value 
to assess the problem of multicollinearity. The 
results of VIF and tolerance values indicate that 
there is no unacceptable level of multicollinearity. 
Based on these results, it can be concluded that 
there is no potential multicollinearity problem 
in the present study. 

Based on the results of the above graphical 
and numerical methods, it can be said that 
there are some violations of OLS regression 
assumptions. The results indicate non-
linearity for some independent variables in 
addition to the problem of heteroscedasticity. 
Furthermore, the residuals are found to be 
normally distributed. The results of VIF confirm 
that there is no multicollinearity. The majority 
of prior studies have employed several forms 
of transformation to overcome the problems of 
not satisfying the linear regression assumptions.  
So transformation has been decided to be 
employed in the present study to overcome the 
problem of assumptions’ violation. 

8.3.2 OLS Regression Analysis Results
The results of the OLS regression analysis are 
documented in Table 3.  

Table 3: OLS Regression Result

Variable Coefficient
Standard 

Error
T-Statistics Probability

C -5390671 18209346 -0.390458 0.6940

ESE/TE 41904467 34905827 1.119347 0.0011

SSE/TE 10926845 1.22E+07 0.213803 0.0183

ASE/TE -2.11E+07 1.38E+07 1.529045 0.0409

R-Square 0.449021

F-statistics 15.21774

Prob. 
(F-statistics)

0.001572

The reported R-square value of 0.449021 which 
indicates that about 44% of the variation in the 
extent of economic development can be explained 
by variation in the ratio of economic sector 
expenditure to total expenditure, ratio of social 
service sector expenditure to total expenditure, and 
ratio of administrative sector expenditure to total 
expenditure. However, the reported f-statistics and 
the corresponding probability statistics indicates 
that the ratio of total expenditure that is directed to 
economic, social service and administrative sectors 
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of the country jointly and significantly impact the 
extent of economic development in the country. 

It is revealed from Table 3 that the ratios of 
expenditure to economic and social service 
sectors produce positive influence and the ratios 
of expenditure to administrative sector produce 
negative influence on the level of economic 
development of Bangladesh. Specifically, the result 
shows coefficient estimates of 41904467, 10926845, 
-2.11E+07 for ESE/TE, SSE/TE, ASE/TE respectively. 
Thus the findings indicate that as more government 
expenditure are assigned through annual budget to 
the economic sector and social services sector of 
Bangladesh, the more the economic development of 
Bangladesh will be achieved. 

9.0 Conclusion
The study examined the effect of annual budget on 
economic development of Bangladesh. Specifically, 
the study investigated the impact of sector wise 
expenditure allocation in the budget on economic 
development of Bangladesh. The major findings 
indicate that there is a positive relationship between 
annual budget and economic development of 
Bangladesh.  Expenditure on economic sector 
and social service sector have significant positive 
influence on the extent of economic development 
whereas expenditure on administrative sector 
has significant negative influence on the extent of 
economic development.

Based on the findings of the study, it can be concluded 
that effective annual budget plays an important 
role in the economic development of Bangladesh. 
However, it is to be noted that better allocation of 
expenditure across different sectors of the country 
can ensure greater economic development. So the 
government should take necessary steps to ensure 
rational allocation of sector wise expenditure based 
on the developmental needs. 

10.0 Limitations of the Study
The major limitation of the study is that it has 
considered only three sectors of the country and 
used data from annual budget so as to measure 
the influence of each sector on the economic 
development of Bangladesh. Incorporating other 
sectors’ data could provide more comprehensive 
picture of the effect of annual budget on the 
economic development.

11.0 Suggestions for Future Research
This study is limited to investigate the influence 
of annual budgets on the economic development 
of Bangladesh using a time frame of 2000-2015. 
However, future researchers can extend this type of 
research by investigating the influence of budgetary 
control, infrastructural development, government 
expenditure and public debt on the economic 
development and growth of a country. 
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Budget Deficit in Bangladesh: Causes and Remedies

Part I: Introduction
One of the most debated macroeconomic issues 
both in academic and political arena is the budget 
deficit since 1970s (Barisik and Baris, 2017). 
Budget deficit occurs when expenditures exceed 
government revenue. Several factors have been 
identified that contribute to the cause of budget 
deficit. For example Jadhav and Neelankavil (2011) 
states, “Primary cause of deficit is that some 
components of government spending have a built-in 
growth multiplier that is much higher than the rate of 
growth of tax receipts…Secondary causes of deficits 
include shifts in government spending, changes in the 

competitive environment, globalization, presence of 
shadow economies, fraud in government programs, 
role of multinationals, and income distribution 
that affects private consumption expenditures.” 
So whenever government has to spend more than 
the tax revenue collected deficit occurs. Keynesian 
and Rikardian School of economics refer to budget 
deficit as a situation that occurs as a result of 
reduction in the collection of tax revenue (Tešić et 
al, 2014). Budget deficits have multiple effects on the 
economy of a country. The negative consequences 
of budget deficits emanate from one single initial 

Abstract 
Given the deficit in revenue target achievement every year, it is imperative that our fiscal problems are 
addressed in a way that is both effective and equitable.  One way of addressing the problem is collecting more 
tax revenue by mobilizing internal resources. Tax performance in Bangladesh is not satisfactory.  Along with 
the effective measures of generating more internal resources, the government should also focus on other 
areas to reduce the budget deficit. The purpose of the article is to discuss the causes of budget deficit and 
remedies thereof.  The article is a theoretical analysis of the topic. Some data have been cited from secondary 
sources.

Keywords: Budget, Deficit, Income Tax, Tax Expenditures, Tax Evasion, Reform, Corruption, Bangladesh.
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effect which is identified as the reduction of national 
savings (Ball and Mankiw, 1995). Some countries like 
Bangladesh face budget deficit on regular basis. The 
government is not capable to raise enough revenue 
from direct and indirect taxes. There are structural 
reasons for such budget deficits. The purpose 
of this article is to argue that, in Bangladesh the 
main reason of budget deficit is the growing public 
spending over the years and on the other hand slow 
growth of the tax revenue from direct and indirect 
taxes. So to get rid of the budget deficit, there to be 
a reform in the taxation system. Particularly if tax 
expenditure is reformed then inter alia that would 
help in removing the budget deficit. The article is 
arranged as follows: part I gives an introduction. Part 
II discusses the state of budget deficit in Bangladesh.  
Part III discusses the causes of budget deficit. Part IV 
suggests some measures to combat budget deficit. 
Part V makes some concluding remarks.

Part II: Causes and Consequences of 
Budget Deficit

Budget deficit is commonplace for both the 
developed and developing countries. As mentioned 
earlier budget deficit occurs where government 
spending exceeds the collection of tax revenue. 
For developing countries like Bangladesh the 
problem is more acute where budget deficit occurs 
consistently over long period of time. Consequently 
the government lacks necessary finance to spend for 
the development of the country and also reducing 
the national savings. So it is evident that one of the 
main reasons of budget deficit is the poor collection 
of tax revenue both from direct and indirect taxes. 
The reasons for budget deficit are discussed below:

1. Tax Evasion and Avoidance: 
While tax avoidance has the legal coverage, tax 
evasion is illegal activities which tend not to 
report income to the tax authority. Tax evasion in 
turn accelerates the rate of black economy in the 
country. In Bangladesh, the rate of black or informal 
economy was 43.64% in 2014 where it was 20.43% 
in 1995. From 1995 to 2014 the average rate of 
black economy in Bangladesh was 26.77% of the 
GDP (Hasan et al, 2016). Presence of black economy 
is thought to be one of the main causes of budget 
deficit (Jadhav, 2011). Given the volume of black 
economy in Bangladesh it is not surprising that 
Bangladesh suffers from chronic budget deficit. Even 
developed country like the USA suffers from budget 
deficit due to tax gap created by tax evasion. For 
example, in 2018 the US budget deficit was $779 
billion. The tax gap on the contrary was $600billion 
(Gale and Krupkin, 2019). Of late tax avoidance by 

the Multinational Corporations (MNCs) by using 
means like transfer pricing, treaty shopping has 
become a global problem. The MNCs are exploiting 
the loopholes and drawbacks of the international 
tax rules to the detriment of the tax revenue 
particularly for the source countries. It is estimated 
that $600 billion is lost annually because of tax 
avoidance by the MNCs (OECD, 2016). MNCs avoid 
paying tax by exploiting the loopholes existing in the 
international tax rules. The main methods employed 
by the MNCs to avoid tax are transfer pricing, treaty 
shopping, payment of interest for loan to from 
high tax rate country to low tax rate country, tax 
avoidance through hybrid mismatch, establishment 
of conduit corporations etc.

2. Tax Expenditure
Developing and transition countries use tax 
expenditure as an effective tool to pursue economic 
and social objectives. World Bank (2003) states, 
“Tax expenditures are concessions that fall outside 
tax norms or benchmarks…Tax expenditures 
are deviations from these norms, implemented 
to encourage behavior deemed desirable by 
policymakers, and can take a number of forms-
including tax exemptions, allowances, credits, 
deferrals, and relief”. Tax expenditures reduce or 
postpone tax revenue for a specific class of taxpayers 
relative to a benchmark tax (Anderson, 2008). Tax 
expenditures create revenue loss for the government 
and for taxpayers it is a tax relief or reduction in tax 
liability (OECD, 2010). Tax expenditures might take 
the forms like allowances, exemptions, tax relief, 
tax deferrals, and credits. Due to tax expenditures 
government loses a substantial amount of tax 
revenue. Particularly the developing countries suffer 
because of tax exemptions. Tax expenditures have 
advantages and disadvantages. Most importantly tax 
expenditure reduce tax revenue that contributes 
to the budget deficit. Bangladesh tax law contains 
provisions of various tax expenditures. Mortoza and 
Begum (2006) state, “The major policy objectives 
behind the tax expenditure measures in Bangladesh 
are to accelerate the process of industrialization, to 
attract foreign currency through increasing exports 
and foreign direct investment (FDI) and to ensure 
social security and welfare of low and modest income 
groups. Tax expenditure measures exist in sectors 
such as Public Services, Agriculture, Labour and 
Employment Affairs, Transport and Communication 
and Social Security and Welfare, etc.” Data regarding 
the amount and impact of tax expenditure are not 
collected. Mortaza and Begum (2006) conducted 
a research about the size and nature of tax 
expenditure in Bangladesh, India and Pakistan. They 
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found that in financial year 2005 estimated total 
tax expenditures of Bangladesh in FY05 are BDT 
93.45 billion, in which BDT 10.28 billion is direct tax 
expenditures and BDT 83.17 billion are indirect tax 
expenditures. It was 0.28 percent of GDP and 3.44 
percent of total revenue collection in the country. 
So it is obvious that government lose a substantial 
amount of revenue due to tax expenditures.

3. Growth of Government Spending 
Increased government expenditure can also cause 
budget deficit.  As the population and market grow, 
government has to spend more and collect enough 
revenue to spend. Some government spending 
naturally create budget deficit because of the fact 
that these type of government spending have in-built 
growth multiplier. This growth multiplier is much 
higher than the growth in revenue collection. This 
is identified as the primary cause of budget deficit.  
Jadhav and Neelankavil (2011) state, “Government 
expenses can be broken down into discretionary 
and non-discretionary. Over time, non-discretionary 
component grows as a percentage of total budgetary 
expenses, thereby reducing government’s ability 
to reduce expenses without disenfranchising the 
electorate…Secondary causes of deficits include 
shifts in government spending, changes in the 
competitive environment, globalization, presence of 
shadow economies, fraud in government programs, 
role of multinationals, and income distribution 
that affects private consumption expenditures.  
Thus there is increase in government spending 
that surpass the tax receipts. Particularly the non-
discretionary component growth necessitates more 
spending by the government.   

So it is evident that tax gap remains one of the 
dominant causes of budget deficit. All the countries 
of the world face budget deficit. The developing 
countries suffer most because of such budget deficit. 
Bangladesh being a developing country suffers from 
budget deficit since its inception. The following 
statistics reveal the truth.

Bangladesh: Evolution of the budget deficit

Date Deficit (M.$) Deficit (%GDP)

2017 -8,187 -3.34%

2016 -7,403 -3.36%

2015 -7,726 -3.98%

2014 -5,320 -3.08%

2013 -5,143 -3.38%

2012 -3,949 -2.98%

2011 -4,374 -3.59%

Date Deficit (M.$) Deficit (%GDP)

2010 -3,037 -2.68%

2009 -3,285 -3.21%

2008 -3,686 -4.03%

2007 -1,783 -2.23%

2006 -1,822 -2.57%

2005 -1,905 -2.85%

2004 -1,705 -2.62%

2003 -1,406 -2.34%

2002 -1,502 -2.74%

2001 -2,151 -4.08%

2000 -1,539 -2.92%

1999 -811 -1.56%

1998 -1,273 -2.57%

1997 -1,091 -2.28%

1996 -1,097 -2.38%

1995 -195 -0.44%

1994 15 0.04%

1993 185 0.50%

1992 149 0.42%

1991 183 0.52%

1990 -61 -0.18%

1989 -1,627 -5.08%

1988 -1,428 -4.88%

1987 -1,415 -5.19%

1986 -1,319 -5.46%

1985 -1,164 -5.00%

1984 -1,223 -5.46%

1983 -1,309 -6.80%

1982 -1,264 -6.66%

1981 -1,270 -6.11%

1980 -1,475 -7.00%

Source:  Bangladesh Government Budget Deficit <https://countryecono-
my.com/deficit/bangladesh>. 

In the current fiscal year the government presented 
a deficit budget. The budget forecasts income from 
tax revenue to the tune of tk 325 600 crores. This is 
against the income target of tk 377810 crores. The 
total deficit stand at tk 145 380 crores.

Part III: Measure to Reduce Budget 
Deficit

Reforming tax expenditure: As mentioned earlier 
tax expenditures remain one of the major causes 
of budget deficit. Tax expenditures narrow the tax 
base and for the government it becomes difficult 
to make any revenue forecast. Moreover, tax 
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expenditures make tax statute more complex and 
the cost of enforcement increases. Tax expenditure 
also undermines the tax system fairness by allowing 
concessions to any particular class of taxpayers. 
It can demoralize the regular taxpayers who do 
not get the tax expenditure advantage. The World 
Bank (2003) states, “Tax expenditures hold an 
attraction for policymakers as a way to stimulate 
markets and encourage certain behavior among 
tax-payers. But 25 years of experience with tax 
expenditure programs in OECD countries suggest 
that policymakers need to guard against these 
programs’ potential down-sides”.  Tax expenditure 
is a deviation from the normative or benchmark tax 
system. Swift (2006) says, “Bangladesh’s tax system is 
plagued with numerous exemptions and tax holidays 
for both income tax and VAT.  As a result, its net tax 
revenue, on average was 7.9 percent of GDP while 
its fiscal deficit on average was 3 percent of GDP 
from 1995 to 2004, and its total public debt was 51 
percent of GDP by 2002. The large number of tax 
expenditures contributed to the low tax revenue 
received, as well as to the cause of fiscal deficit and 
high public debt, leading to fiscal unsustainability”. 
Under the circumstances there must be reform 
in the volume and nature of tax expenditures. Tax 
expenditures should be integrated in the budget 
in its totality to ensure accountability in fiscal 
policy. Swift (2006) states, “Close coordination of 
tax expenditures and direct expenditures during 
budget appropriation could ensure that overlap 
or duplication can be avoided. That also facilitate 
explicit trade-offs between tax expenditures and 
direct budget expenditures”. Government should 
carefully craft the tax expenditure policy.  There 
should be an overall impact assessment regarding the 
performance of the tax expenditures. Duplication 
must be checked. Unnecessary tax exemptions 
should be removed. A thorough reform in the tax 
expenditure sector might help in reducing the 
budget deficit. However, reform in tax expenditure 
might not be so easy because of reasons more than 
one. As Mills (2017) argues, “From a political point of 
view, however, reform may not be that easy. Politicians 
(at least in countries where markets are politicised, 
like in many developing countries) like discretionary 
investment incentives because they facilitate political 
and administrative corruption. Moreover, the cost of 
tax incentives is usually unknown and dispersed over 
a long time while the political benefits, as well as the 
private benefits to the person entitled to make the 
decisions, are immediate. Finally, incentives are easier 
to provide than infrastructure, labour skills or other 
investment climate improvements”. Sometimes 
it might be practically difficult to bring reform for 

political reason. In that case Mills (2017) suggested 
two solutions. One is to make the tax expenditures 
less discretionary and public disclosure policy. If 
these are followed there will be transparency in this 
sector.

Expanding Tax Base:
No other prescriptions are found in a frequent 
manner for the developing countries tax 
administrations than the one that behests to 
broaden the tax base (Bird, 2007). Two other 
important prescriptions are reducing the tax rate 
and improve tax administration. Like many other 
developing countries, Bangladesh has a narrow tax 
base. Bangladesh has a big population of 140 million. 
But the number persons registered in the tax net is 
3.4 million only. Again among these registered TIN 
holders, only one third submits income tax return. 
Consequently, as Mascagni et al (2014) a large share 
of GDP remains outside tax net. It is observed that 
countries with low income have narrow tax base 
than high income countries (Besley and Persson, 
2014.) The IMF makes some recommendations for 
the developing country’s tax administrations. One 
of the recommendations is the broadening of the 
base of personal income tax. So in Bangladesh if 
the budget deficit is to be faced with increased tax 
revenue it is imperative that tax base be broadened 
immediately without further delay. If the tax base 
is broadened then tax rate can be reduced and the 
incidence of tax can be equally distributed among 
the taxpayers.

Eradicating Corruption in Public Sector: 
Corruption remains a menace to the development 
of the developing countries economy.  According to 
Transparency International (2018) corruption reigns 
in almost all public sector worldwide. Corruption 
eats up a major chunk of government revenue. It 
also digests a substantial portion of government 
budget by diverting the money to unnecessary 
and inefficient projects for ulterior motive of the 
government officials. Ahmed and Alamdar (2018) 
state, “Budget deficit will have magnified effects if 
accompanied with high level of corruption. Reason 
behind is that revenue and expenditure sides of 
government budget are strongly affected by public 
sector corruption.  At the revenue side, less revenue 
is collected due to bribes of public officials. Public 
officials give fee waive, or exemption in various 
charges to the people after taking bribes. On the 
other side government expenditures are falsified 
or misrepresented with their composition. Many 
inefficient projects are taken for investment on 
account of bribes”.  So to reduce budget deficit public 
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sector corruption must be eradicated or at least to 
be brought to a tolerable limit. If corruption can be 
reduced there will be an increase of government 
revenue and misuse of public fund for private use can 
be checked. Some suggests that the composition of 
government expenditure should prefer the sectors 
that are less susceptible to corruption (Mauro, 
1998). Mauro (1997) states, “Corrupt government 
officials may come to prefer those types of 
expenditure that allow them to collect bribes and 
to keep them secret.” The World Bank (2000) says, 
“Corruption hurts the poor most severely: It diverts 
public services from those who need them most 
and strangles private sector growth. Corruption 
undermines public support for development 
assistance by creating an erroneous perception 
that all assistance is affected by corruption”. In 
Bangladesh there is Anti-Corruption Commission 
(ACC) to deal with the cases of public corruption. 
But despite its strong presence and definite law 
corruption does not show any sign of retreat. 
Zafarullah and Siddiquee (2001) states, “Bangladesh 
presents a typical case where corruption has found 
a remarkably fertile ground, despite the ‘existence’ 
of several mechanisms, albeit ineffective, for tackling 
it. Presently, corruption in Bangladesh is so pervasive 
that it has evoked widespread condemnation from 
within the country as well as from outside. Externally, 
it has already caused a national embarrassment as 
the country has been branded as the most corrupt 
nation in the world”. 

Improving the Tax Administration
Of developing countries Tax administrations are 
regarded as weak and inefficient. The result is the 
low collection of tax revenue. To collect the much 
needed revenue through tax rate cut and expanding 
the tax base requires an effective tax administration. 
Even the best tax policy is destined to collapse if 
it is not effectively implemented. Bird (2007) states, 
“The importance of good administration has long 
been as obvious to all concerned with tax policy 
in developing countries as its absence in practice…
How a tax system is administered affects its yield, 
its incidence, and its efficiency. Administration that 
is unfair and capricious may bring the tax system 
into disrepute and weaken the legitimacy of state 
actions. In many transitional countries, for instance, 
the failure to improve tax administration when 
introducing new tax structures resulted in very 
uneven tax imposition, widespread tax evasion, 
and lower than anticipated revenue. In developing 
countries, corporate tax liabilities are often 
negotiated rather than calculated as set out in the 
law.” So it is imperative that tax administration be 

improved to implement tax reform with the end in 
view of collecting tax revenue to meet up budget 
deficit.  To improve the tax administration, Bird (2007) 
suggest some measures. They are the political will 
of the government to make the tax administration 
effective, a conspicuous policy to achieve the goal 
and necessary resources to that end. Besides the 
domestic taxation issues, the tax administration of 
developing countries,  more particularly of Bangladesh 
must keep abreast of the latest development in the 
arena of international taxation. To combat the Base 
Erosion and Profit Shifting (BEPS) by the MNCs, 
the tax administration must be prepared to face 
the challenges posed by the digital economy and 
the aggressive tax planning by the MNCs. Hartnett 
(2016) states, ‘‘It is important for developing 
countries to have a full understanding of the BEPS 
reforms, and the OECD is to be commended for 
its achievements to date, but putting in place an 
effective and efficient tax administration must be the 
first step…In some countries, the tax administration 
has lost the trust and respect of its citizens and 
business alike due to a range of factors including: 
failure to tackle corruption inside the organization, 
failure to address dishonest competition – e.g., 
computer parts imported as fruit to evade duties, 
bribery of judges, cash wages in brown envelopes 
to avoid withholding, and governments all too ready 
to criticize tax administrations in order to court 
public opinion’’. Capacity of the tax administration 
requires the understanding of a complex and multi-
level environment. Various actors within municipal 
set up play a vital role in facilitating an enabling 
environment for successful capacity building and 
necessary reform (Brumby, 2016).

Reducing Unnecessary Public Expenditure
Increase in the collection of tax revenue is 
necessary to meet up the increasing volume of 
public expenditures. On the other hand, it is also 
imperative to reduce unnecessary and unrealistic 
expenditure. Sanderante (2013) argues, ‘‘It is the 
difficulty of containing government expenditure 
that makes the containment of the fiscal deficit a 
daunting task but an immediate necessity’’. It is 
wrongly perceived over the years that government 
has endless money basket. This perception is not fair. 
Government earns its income from the tax revenue. 
Unless enough revenue is collected, it becomes 
difficult for the government to provide necessary 
money for public expenditure.  While reducing public 
expenditure government can prioritize the sector to 
be financed. Suggestions are being put forward how 
to curtail government expenditure. For example 
Riedl (2003) suggests that to reduce budget deficit 
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government should form a constituency for limited 
government and lower taxes, local programs to be 
turned back to the central government, privatization 
should be accelerated on the ground that private 
actors perform better than the government ones, 
cancelling irrelevant programs and reform wasteful 
programs, put together duplicative and contradictory 
programs, converting several remaining programs 
into vouchers, terminating programs rather than 
trimming them, procedural complexities should be 
removed to save time and money. However, for a 
democratically elected government it sometimes 
becomes very difficult to reduce its spending. It 
is quite understandable. But given the resource 
constraint spending should be contained. For 
Bangladesh it is more appropriate. Because of the 
recent graduation to the status of middle income 
earner country, Bangladesh now has to rely on its 
own feet for resources to be spent for the people.

Conclusion
Budget deficit is a regular phenomenon of most of 
the economies of the world. Budget implementation 
largely depends on the appropriate mobilization 
of internal resources i.e., collection of tax revenue 
from both direct and indirect tax sources. Collecting 
taxes is a mountainous job. While developed 
countries have been able to collect taxes to the 
required level in most of the cases, developing 
countries struggle to collect the same. Bangladesh 
is no exception. Needless to say, since independence 
Bangladesh made remarkable improvement in 
terms of economic development and tax collection 
experienced noticeable growth. However, tax GDP 
ratio is still low compared to other neighboring 
nations. The size of the budget is being increased 
every year and more money it to be poured into 
the exchequer through collection of taxes. On 
the contrary, the collection of revenue has not yet 
reached to the expected level. Causes are multiple 
ranging from weak tax administration, corruption, 
narrow tax base, tax avoidance by MNCs, lack of tax 
culture and many more. Under the circumstances 
it is imperative that government focuses on the 
capacity building of the tax administration and also 
improving the tax culture by inciting patriotism 
among the people of the country.  At the same time 
to get out of the budget deficit, the government 
should attempt at reducing the public expenditure. 
Otherwise the continuing budget deficit will reign 
the economy of Bangladesh for days to come putting 
the economy at stake. 
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The Transition of Exchange Rate Regime and its Effect on Economic 
Indicators: Bangladesh Perspective

1.0 Introduction
It is not optimal to produce everything within the 
national border.  As a result of depression in the 17th 
century, trade shifted its direction from the national 
economy to an economy with foreign trade surplus 
(Korkmaz, 2013). Depending on the availability of 
resources and factors of production, some products 
or services are considered advantageous to produce 

for some countries. In order to satisfy the demands 
of every section of the world, the concept of 
Export and Import have emerged. Countries export 
products that have a competitive edge in producing, 
on the other hand, countries imports products which 
they don’t have any competitive edge in producing. 
As money is used as the medium of exchange, to 

Abstract 
Which forms of the Exchange rate is beneficial for an economy? It has been a burning question since the 
inception of international trade. Bangladesh is a developing country having experienced two forms of exchange 
rate regimes; one is Adjustable pegged system (until 2003) and another is freely floating system (from 2003 till 
now). Based on secondary data the study has tried to determine the impact of the transition of exchange rate 
regime based on the change in economic indicators like export, foreign reserve, and remittance. Statistical 
analyses like regression and correlation have been used to determine the impact of changes in the exchange 
rate regime on three economic indicators. Because of the change in exchange rate regime, a significant 
improvement in export, foreign reserve, and workers’ remittance have been identified.

Keywords: Exchange Rate, Regime, Exports, Remittance, Reserve.
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maintain the balance among the countries, exchange 
rate concept has been introduced. Deriving the value 
of a country’s currency by using another currency is 
a crucial factor in determining the original value of 
a currency. 

Bangladesh had been following Adjustable pegged 
system from 1973 to 2003. The country adopted a 
free-floating system of the Exchange rate from the 
30th May 2003. There has been a significant change 
in different economic indicators since the inception 
of the Floating exchange rate. For example, the total 
budget of Bangladesh back at 2003-04 was BDT 
519.80 billion which is BDT 5231.90 billion today 
along with a huge GDP growth rate of 8.2%.  A 
major change in the economy has started from the 
introduction of the floating exchange rate back in 
2003 (Daily Star, 2019). 

According to the Foreign Exchange Regulation 
Act 1947, Bangladesh Bank, the regulatory body 
of foreign exchange, has conducted the transition. 
After the transition, a lot of positive impacts have 
been watchable on most of the economic indicators. 

Apart from that, some authors state that the 
Foreign Exchange Rate regime is considered as a 
determinant factor for the financial crisis in different 
time periods. By maintaining control on tradable 
price and inflationary desires, a fixed exchange rate 
would gradually sort the gap between domestic and 
standard inflation rate(Edwards et.all, 2003). 

The main objective of the study is to compare the 
condition of the economy at fixed and floating 
exchange rate regimes of Bangladesh.

It will also depict the responsiveness of change in 
economic variables (Export, Foreign Reserve, and 
Remittance) with the change in exchange rate. 

Exchange rate determines a country’s position in 
the world. So it is one of the most urgent issues that 
need to be addressed with different dimensions. For 
this recurring importance this literature has been 
conducted. 

Factors like Government debt with foreign 
countries, Diplomatic relation with foreign countries 
and Political Stability haven’t been considered in 
this literature which also play a very vital role 
in improving the development indicators of the 
economy. So this could be considered as a gap or 
limitation of the literature. 

2. Literature Review
Bangladesh transited from adjustable pegged system 
to a freely floating regime at 30th May 2003. A fixed 
exchange rate is the constant rate which will not 
change subject to the change in foreign exchange 

reserve (Guellie,et.all, 2017).  At the very beginning, 
the transition was smooth but after one year that 
means at the time from 2003 to 2004, about 1% 
depreciation had been experienced by the currency 
of Bangladesh (Hossain & Ahmed, 2009). But after 
that, some periodic intermediation in the foreign 
exchange market bring out some positive advantages, 
especially for creating nations like Bangladesh if the 
arbitration is focused to accomplish some monetary 
goals, for example, stable expansion or exchange 
intensity (Guellie et al., 2017).  

Under the fixed pegged system the currency 
fluctuation doesn’t keep pace with the international 
fluctuation of currencies which ensures a 
comparatively stable business environment between 
countries (Bastourre, 2004). On the other hand 
the main disadvantage of fixed exchange rate is 
that it places a hinder on implementation of open 
monetary policy along with liberal capital market 
(Korkmaz, 2013). Thirwall (2009) stated that capital 
outflows creates depreciation of currencies which 
creates a situation where government increase 
the internal rate of interest to hedge the situation 
which eventually creates hazard for domestic 
economy and vice versa would take place when cash 
inflows occur. So to ensure stability in domestic and 
external equilibrium floating exchange plays a vital 
role (Jakob, 2015). 

Floating Exchange rate has the capacity to change 
the price level and by the way it would change the 
distribution of income (Eichengreen 2012). Under 
this system a rate is determined by the interaction 
between demand and supply and automatically 
adjusts the balance of payment by depreciation 
and appreciation of the corresponding currencies 
(Petreski, 2010).  If the currency appreciates then 
under this system export will not grow more but 
if the currency depreciates then it will create a 
high flow of inflation which would decrease the 
purchasing power of individuals (Bastourre, 2004). 

The values of economic indicators represent variety 
of factors which includes not only the Exchange rate 
system applied but also some other factors related 
to society, politics and culture(Mills & Wood, 2018). 
But lot of literatures showed a positive impact of 
exchange rate regime on economic development 
indicators (Jakob, 2015). Floating exchange rate has 
got a direct influence on adjusting the shock and 
positivity of the concurrent situation rather than 
fixed exchange rate (Gbatu, Wang, Jr, Yak, & Tutdel, 
2017). 

Ahmed and Uddin (2015) described that increase in 
exports can directly increase the employment and 
profitability of a country. Whereas Edward (1986) 
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depicted that a weak form of currency got a positive 
impact in promoting export of a country. Rizzo 
(1995) explained the positive correlation between 
a higher exchange rate and poorer conditions of 
importing country whereas lower exchange rate 
and a better condition of exporting countries. 
Rosengren (2005) declared a direct relation of 
economic growth and exchange rate regime. Kendal 
(2004) showed a positive impact in the real output 
because of a depreciated currency. Eric (1992) found 
out a direct correlation between foreign direct 
investment and real exchange rate USA.

Agenor (1991) and Montel (1997) reviewed a 
positive impact in economy of Bangladesh because of 
a transition in Exchange rate regime as of transition, 
the country has got significant changes in foreign 
reserve, exports, current account balances and 
workers’ remittances. Arizonan (1992) described 
that economic shock could have a disastrous impact 
on economy; on the other hand inward foreign 
direct investment could be facilitated at the time of 
fixed exchange rate.    

Levy Yutri (2010) stated that there has been 
very few research on exchange rate regime and 
macroeconomic performance as some of the 
literature shows a negligence in considering nominal 
variables for determination of long term growth. 

Many works of the literature showed a positive 
impact on economic indicators based on the 
change in exchange rate regime but some of the 
research proved the concept wrong that means 
that literature shows no relation of change in 
exchange rate regime and positive or negative 
change in economic indicators (Stockman, 1988). In 
recent times countries have experienced financial 
shock and then adopted a specific regime but after 
the shocks been overcome then countries revert 
back to the previous regime (Guellie, Marou, and 
Benbouzine, 2017). 

While Hossain (2002) stated that the response of 
inflation with the fixed exchange rate was too low 
in Bangladesh. Hossiain (1997) depicted that not the 
change in exchange rate regime but the overflow 
of remittances from other countries and help from 
countries or foreign direct investment tend to raise 
the economic indicator. Exchange rate pegs have 
regularly been joined by a boom in bank lending, 
which in turn has energized a boom in utilization 
spending(Islam, 100AD). 

3. Hypotheses and Methods
This is a quantitative research and the main 
objective of the research is to determine the impact 

of the transition of exchange rate regime based 
on the change in economic indicators like exports, 
foreign reserve, and remittance. The secondary data 
of considered economic indicators from 1996 to 
2019 have been collected from open sources like 
websites of Bangladesh Bank, Bangladesh Bureau of 
Statistics and Export Promotion Bureau to conduct 
the research. Regression and correlation have been 
conducted to determine the impact of change in 
exchange rate regime on Exports, Foreign Reserve 
and workers Remittance. Data from 1994 to 1996 
have been used to calculate the correlation. Three 
separate regression analyses have also conducted 
between Exchange rate and export, Exchange rate 
and foreign reserve, Exchange rate and Remittance. 
To determine the effect of Exchange rate regime 
some other time series data of GDP, Inflation, 
Current account balance, have been used. 

Economic indicators have represented two different 
directions under two separate exchange rate regimes 
of Bangladesh. The main objective of this study to 
evaluate the impact of changes in exchange rate 
regime on economic indicators like Export, Foreign 
Reserve and Foreign Remittances.  To determine the 
intensity of changes in economic indicators due to the 
changes in the exchange rate regime, three separate 
regression models have been developed. This Y= 
b1+ b2X regression model has been developed and 
used separately for three times in this to accomplish 
the above stated goal as this model has already been 
used in the study of Mercado, & Bautista, (2015).  The 
first model is between Export (Dependent Variable) 
(Hossain & Ahmed, 2009) and Foreign Exchange 
rate (Independent Variable) (Hossain & Ahmed, 
2009) where H0=No Relationship between Export 
and Foreign Exchange rate and H1=Significant 
Relationship between Export and Foreign Exchange 
rate.  The Second model is between Remittances 
(Dependent Variable) (Korkmaz, 2013) and Foreign 
Exchange rate (Independent Variable) (Korkmaz, 
2013) rate where H0=No Relationship between 
Remittances and Foreign Exchange rate and 
H1=Significant Relationship between Remittances 
and Foreign Exchange rate. The third model is 
between Foreign Exchange Reserve (Dependent 
Variable) (Hossain & Ahmed, 2009) and Foreign 
Exchange Rate (Independent Variable) (Hossain & 
Ahmed, 2009) where H0=No Relationship between 
Foreign Exchange Reserve and Foreign Exchange 
Rate and H1=Significant Relationship between 
Foreign Exchange Reserve and Foreign Exchange 
Rate. 
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4. Analysis and Findings
Effects of the transition of Exchange Rate on 
Economic Indicators:

Exports: 

Exports have been increasing rapidly since the 
implication of floating exchange rate back in 2003. 
The total amount of export is less than $50 million 
at the year or before 2003 but after 2003 the total 
amount of exports have gradually increased and 
after some years that increase became so rapid for 
example we can say from the year 2007 to 2016 the 
increase of export was more than 50%.

Figure: 01 Total Price of Exports in US 
$(Million)

Source: Bangladesh Bank 

Current Account Balance: 
Current account balance has experienced its most 
positive situation ever in the history of Bangladesh 
after the inception of the new foreign exchange 
rate determination system. After the implication 
of floating exchange rate, Bangladesh faced a little 
hazard as the currency depreciates a little at the year 
2004. But after that, it took only two or three years 
to make the market much more stable. After that, 
the country had experienced a positive situation 
except for the time of the world economic crisis 
in 2009. 

Figure 02: Bangladesh Current Account 
Balance (USD MN)

Source: Bangladesh Bank 

GDP (Gross Domestic Product): 
Bangladesh also experienced a positive and 
constantly growing GDP after the introduction of a 
floating exchange rate. Just after the implementation 
in 2003, GDP increased from 4.42% to 5.26 %. Just 
after one year it has experienced a huge increase in 
Gross Domestic Product from 5.26% to 6.27%. And 
now the expected growth rate is 7.9%.

Figure: 03 GDP Growth Rate from 1996-97 
to 2018-19

Source: Bangladesh Bureau of statistics 

Worker’s Remittance: 
After the inception of the floating exchange rate, 
Bangladesh has experienced a substantial rise in 
worker remittance increase. Back in 2003, it was 
less than $800mn but now, in 2019, it has raised an 
amount which is almost double than the amount of 
2008.

Figure 04: Worker’s Remittances in 
Bangladesh from2010 to 2019 (USD MN)

Source: Bangladesh Bank

Inflation:
Maintaining moderate inflation is essential for most 
of the countries. Before 2003, the inflation rate 
was not stable but after the year 2003, Bangladesh 
has gained a little stability in inflation except the 
years of world financial crisis. A notable fact is that 
Bangladesh has experienced a rise of inflation right 
after the world financial crisis which was a direct 
byproduct of adoption of freely floating exchange 
rate.
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Figure 05: Point to Point and 12 Month 
average inflation from 1996-97 to 2018-19

Source: Bangladesh Bureau of Statistics 

Foreign Exchange Reserve:
It has been quite some years, Bangladesh is 
experiencing a consistently increasing foreign 
exchange Reserve. In recent years it has broken 
all the previous records. But after the impletion of 
floating exchange rate, it started to rise along with 
the number of workers from Bangladesh across the 
world.

Figure: 06 Foreign Exchange Reserve 
(USD MN)

Source: Bangladesh Bureau of statistics 

Correlation among the variables which have 
been taken under consideration: 
The correlations among the variables which have 
been taken under consideration to determine the 
relationship with exchange rate are quite significant 
in nature. The matrix has been retrieved by using the 
data from 1994 to 2019.

 Export Remittance Reserve

Export 1

Remittance 0.97776572 1

Reserve 0.94322214 0.910014564  1

From above correlation matrix, a significant (0.97) 
relationship can be drawn between Export and 
Remittance, On the other hand, a significant 
relationship (0.94) between Export and reserve has 
also been depicted where the relationship (0.91) 
between Reserve and Remittance is also significant. 

Regression Analysis of the considered 
variables taken under considerations:

Regression between Exchange rate and 
Export:

Coefficient of Intercept -27836.90142534

Coefficient of Exchange Rate 723.34512673214

P-Value 0.000002451023

R Square value 0.80772341

Adjusted R Square 0.78332131

F value 65.346782319

T Stat -4.231509786123

Regression line between Exchange rate and 
Export:  Y (Export) =-27836.90142534+723.3451
2673214 Exchange rate 

From the above table, it is shown that the Value of 
R square is 0.80 which is so close to 1. It represents 
a very good fit of data for the conducted research 
as 80.77% variation of the independent variable or 
predictor variable (Exchange Rate) can be explained 
by outcome variable or dependent variable which 
is Export. P Value represents the validity of the 
literature depending on the benchmark of 0.05. 
In the above matrix, the p-value is much lower 
than 0.05 ,which represents a great fit of data for 
the conducted research. So it is obvious to state 
that Export has a significant relationship with the 
exchange rate. 

Regression between Exchange rate and 
Remittance:

Coefficient of Intercept -16782.4578216

Coefficient of Exchange Rate 410.7784567

P-Value 0.00

R Square value 0.812468957

Adjusted R Square 0.80112456

F value 88.465879625

T Stat -5.897564256

Regression line between Exchange rate and 
Remittance: Y=-16782.4578216+ 410.7784567 
Exchange Rate 

From the above table, it is shown that the Value of 
R square is 0.81 which is so close to 1. It represents 
a very good fit of data for the conducted research 
as 81.24% variation of the independent variable or 
predictor variable (Exchange Rate) can be explained 
by outcome variable or dependent variable which 
is Remittances. P Value represents the validity of 
the literature depending on the benchmark of 0.05. 
In the above matrix, the p-value is much lower 
than 0.05 which represents a great fit of data for 
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the conducted research. It is also representing a 
significant relationship between remittance and 
exchange rate.

Regression between Exchange rate and 
Foreign Exchange Reserve:

Coefficient of Intercept -19562.453672

Coefficient of Exchange Rate 420.23456172

P-Value 0.001234156231

R Square value 0.60241567123

F value 27.245612356

T Stat -4.123613424

Regression Line between Exchange rate and 
Foreign Exchange Reserve: 

Y=-19562.453672+420.23456172Exchange Rate 

From the above table, it is shown that the Value of 
R square is 0.60 which is close to 1. It represents 
the moderately good fit of data for the conducted 
research as 60.24% variation of the independent 
variable or predictor variable (Foreign Exchange 
Reserve) can be explained by outcome variable 
or dependent variable which is Foreign Exchange 
Reserve. P Value represents the validity of the 
literature depending on the benchmark of 0.05. 
In the above matrix, the p-value is much lower 
than 0.05 which represents a great fit of data for 
the conducted research. It is also representing 
a moderately significant relationship between 
remittance and exchange rate.

5. Recommendations 
1. Gradually increasing inflation is one of the 

consequences of floating exchange rate which 
would be controlled by controlled monetary 
policy. 

2. Little control should be maintained by 
government to avoid uncertainties due to 
floating exchange rate. 

3. The government should take steps to prolong 
the Foreign Direct Investment as it has a 
significant impact on long term development 
of a country.

4. Borrowings from foreign countries need to 
be controlled to avoid the debt trap which is 
also a consequence of transition from fixed 
exchange rate to floating exchange rate.  

6. Conclusion
A well significant impact of the floating exchange 
rate has been represented in the study. After the 
transition from the fixed exchange rate to the 

floating exchange rate, economic variables like 
Exports, Workers Remittances, and Foreign Reserve 
have also shown a gradual positive increase over 
the period of time. The Study also shows a greater 
intensity of changes in economic indicators due 
to the transition of exchange rate regime but the 
ongoing depreciation of Bangladeshi currency 
gradually making things complicated to control. 
A more comprehensive monetary system should 
be developed to overcome this devaluation of the 
currency. But apart from all the positive impact, 
some negative impacts like raise in inflation, negative 
current account balance are also caused by the 
adoption of freely floating exchange rate. Factors like 
Government debt with foreign countries, Diplomatic 
relation with foreign countries and Political Stability 
haven’t been considered in this literature but these 
variables also play a very vital role in improving the 
development indicators of the economy. 
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SUSTAINABLE DEVELOPMENT GOALS VIS-À-VIS
BUREAUCRATIC CHALLENGES IN BANGLADESH

1. Introduction
On 25th September 2015 at the seventeenth 
session of the UN General Assembly the 
member states have adopted the declaration 
of transforming the world. The 2030 agenda 
for sustainable development which came into 
effect on 1st January 2016 decided 17 Goals 
with 169 Targets that have introduced the 
guideline for the international all inclusive 
development programme for coming fifteen 
years. Foreshadowing the commencement 
of yet another 15 years cycle of global 
development goals following the footsteps 
of Millennium Development Goal (MDG) for 
2000-15 which had 8 goals and 21 targets, it is 
worth mentioning that Bangladesh has shown 
considerable success in attaining the MDGs. 
The present government assumed office in 
January 2009 after getting a massive mandate 
from the people in 19th Parliamentary Election 
held in December 2008. The victory was partly 
rooted on an elaborate election manifesto of 
the party, which contained a Vision-2021 for 
the nation.   

2. Role of Civil and Military Bureaucracy
Attainment of Sustainable Development Goal (SDG) is 
an acid test and a challenging job for the government of 
Bangladesh. Realization of SDG will be difficult if all stake 
holders specially the bureaucrats being the implementers 
of government decisions do not play their desired roles.  
Apart from implementation of the SDG, proper role 
of civil and military bureaucracy is crucial for future 
socio-economic progress of the country. Considering 
the challenges and expectations of the people, the 
government has already started taking steps for the 
country’s development. For starters, the government has 
established a seven-member advisor panel to the Prime 
Minister that cover all major aspects concerned with the 
country’s development. So, integrating the MDGs, SDGs 
and Vision-2021 Bangladesh needs to progress under 
multidimensional challenges. The research survey also 
depicts that the attainment of the goals will be challenging 
for Bangladesh. A survey question was served to 5 Brig 
Gen /Cdre/Air Cdre, 13 Joint Secretary and 11 Deputy/
Assistant Secretary level bureaucrats to obtain their 
opinion. Majority of the respondents opine that SDG 
attainment will be challenging task for Bangladesh with the 
present state of bureaucracy.
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Figure 2: Response on survey question

76%

17%

7%

Research Question:  Do you think 
achievement of 17 SDGs with 169 targets 

will be challenging for Bangladesh?

Challenging

Not Challenging

Not Sure

Different Opinion

Confused

As implementers of government policies, strategies 
and visions, the bureaucracy has the most vital role 
to play in executing SDGs. 

Figure 3: Integrating MDG, SDG and Vision 2021

Source: Lecture at NDC on May 2017 of Md. Abul Kalam Azad 
Principal Co-ordinator, SDG Affairs, PM Office 

Consequently, a thorough analysis and critical review 
of the role of bureaucracy in Bangladesh is needed 
in order to devise future implementation strategies 
for SDGs. UN launched SDGs as an aspiring and 
ambitious agenda to end poverty, protect the planet 
earth and ensure prosperity and fortune for all, by 
2030. These reflect the scale and ambition of the 
global community seeking to realize human rights, 
gender equality and empowerment of all. The SDG 
agenda is a plan of action for the people, planet and 
collective prosperity by seeking to strengthen global 
peace and larger freedom, and eradication of poverty 
and insufficiency in all respect. The UN General 
Assembly resolution on SDGs communicated the 
purpose and determination of the international 
community to “take the bold and transformative 
steps which are needed to shift the world on to a 
sustainable and resilient path” (UNGA, 2015), and 
to incorporate and balance the three dimensions 
of sustainable development, viz. economic, social 

and environmental. The five Ps of this development 
agenda revolves around: People, Planet, Prosperity, 
Peace and Partnership (Ahmed, 2016). The targets 
having social, economic and environmental 
perspectives with overlapping area of challenges.

Figure 4: Dimensions of Sustainable 
Development

Source: Internet (Wikipedia)

3. Challenges to Attain the SDGs 
Followings are the SDGs (UNGA, 2015) vis-à-vis 
challenges on the way of attainment of the goals:

 a. Goal-1: End poverty in all its forms 
everywhere; The five specific targets of the goal 
include removing or eradicating extreme and life-
threatening poverty (people who are living on less 
than $ 1.25 per day) by 2030. Reducing at least by 
half the percentage of populaces living below the 
poverty line; implementing nationally appropriate 
social protection systems, ensure that everybody 
has equal rights to economic resources and boost 
the resilience of the vulnerable poor (United 
Nations, 2015). Eradicating extreme poverty 
which currently stands at 17.6% and bringing 
down the current poverty rate of 31.5% to 16% 
by 2030 would be a big challenge for Bangladesh. 
In achieving these targets in Bangladesh, the 
public, private and non-government sectors shall 
have to play major roles (Ahmed, 2016). The civil 
and military bureaucrats have significant roles in 
this regards.

 b. Goal-2: End hunger, achieve food security 
and improved nutrition, and promote 
sustainable agriculture; The five specific 
targets for this goal include ending or eradicating 
hunger and ensuring access to safe and nutritious 
food for all and ending all forms of malnutrition 
and starvation; increasing and doubling 
agricultural yield and incomes of small-scale food 
producers; ensuring sustainable food production 
systems and resilient agricultural practices; and 
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maintaining genetic diversity of seeds, cultivated 
plants and farmed animals (United Nations, 
2015). Achieving and realizing the first two 
targets would be big challenges for Bangladesh in 
the absence of a still inadequate social safety and 
protection system for the poor and vulnerable 
or susceptible population. The bureaucrats of 
the ministries of agriculture, food, land, fisheries 
and livestock are relevant for implementation of 
these targets (Ahmed, 2016).

 c. Goal-3: Ensure healthy lives and promote 
wellbeing for all at all ages; The nine specific 
targets of the goal contain reducing maternal 
mortality ratio to less than 70 per hundred 
thousand live births, reducing preventable deaths 
of infants and under five children to at least 12 
and 25 per thousand live births; eliminate the 
tuberculosis, AIDS, malaria epidemics; dropping 
mortality from non-communicable diseases by 
one-third; halving the number of deaths and 
wounds or injuries from road and rail accidents; 
and attaining universal health coverage (United 
Nations, 2015). Bangladesh will face serious 
challenge in bringing down the maternal mortality 
ratio from the current 176 per hundred thousand 
live births to 70, and under one infant mortality 
rate from the current 30 to 12 per thousand 
live births. Eradicating and getting rid of AIDS, 
tuberculosis, malaria epidemics will also be a 
big challenge under the existing social structure 
and prevailing situations (Ahmed, 2016). The 
bureaucrats of the Ministry of Health and Family 
Welfare as well as the private and NGO sectors 
are relevant for realizing these targets.

 d. Goal-4: Ensure inclusive and equitable 
quality education and promote lifelong 
learning opportunities for all; The 
sevenprecise targets of the goal include 
completion of primary and secondary education 
for all children as well as access to early 
childhood development and pre-primary school 
education; similar access to affordable and quality 
technical, vocational and tertiary education; and 
ensuring literacy and numeracy for all youths 
and adults (United Nations, 2015).  The first two 
targets of the goal will be difficult to implement 
in Bangladesh, as the literacy rate still drifts 
around 60% and no significant progress has been 
made in the areas of pre-primary education and 
early childhood development (Ahmed, 2016). The 
bureaucrats of the ministries of education, as well 
as primary and mass education are relevant for 
implementation of these targets. 

 e. Goal-5: Achieve gender equality and 
empower all women and girls; The five 
targets of the goal contain removing all forms 
of gender discrimination, eliminating violence 
against women and unsafe practices like forced or 
early marriage; identifying the value of voluntary 
and unpaid care or domestic work; and ensuring 
equal involvement of women in leadership 
positions (United Nations, 2015). Meeting these 
five targets will be an arduous task in Bangladesh 
because of the social realities, citizens’ outlook 
and societal value systems. The bureaucrats of 
the Ministries of Women and Children Affairs, 
Home Affairs, Labour and Employment, and Social 
Welfare are relevant for realizing these targets 
(Ahmed, 2016). 

f. Goal-6: Ensure Availability and Sustainable 
Management of Water and Sanitation for 
All; The six targets of the goal include universal 
and equitable or unbiased access to safe drinking 
water, suitable and equitable sanitation and 
hygiene, improving water, enhancing water-
use efficiency, integrated water resources 
management and protecting water-related eco-
systems (United Nations, 2015). Of these, the 
first target is likely to be achieved as access to 
safe drinking water already stands at 98.3% in 
Bangladesh. The achievement of sanitation target 
will be difficult as the current rate is only 63.8%. 
The other targets will be also difficult as the 
professionalism in the management of water-
resources sector is poor. The bureaucrats of 
the ministries of local government and rural 
development, as well as water resources are 
relevant for achieving these targets (Ahmed, 
2016). 

 g. Goal-7: Ensure Access to Affordable, 
Reliable, Sustainable and Modern 
Energy for All; The three targets of the 
goal includesafeguarding universal access 
to affordable and modern energy services, 
significantly increasing the share of renewable 
energy in the energy mix and doubling the rate 
of improvement in energy efficiency (United 
Nations, 2015). Bangladesh will face difficulty in 
attaining these targets as the country lags behind 
in fuel resources, transmission cum distribution 
systems and renewable energy programs. The 
bureaucrats of the Ministry of Power, Energy and 
Mineral Resources are most relevant for realizing 
these targets.
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 h. Goal-8: Promote Sustained, Inclusive 
and Sustainable Economic Growth, Full 
and Productive Employment and Decent 
Work for All; The 10 targets of the goal 
include sustaining per capita economic growth 
at 7 percent, achieving higher levels of economic 
productivity, promoting development-oriented 
policies that support productive activities, 
progressively improving resource efficiency in 
consumption and production, achieving full and 
productive employment for all, substantially 
reducing youth unemployment, eradicating forced 
labour, human trafficking and worst forms of child 
labour, promoting labour rights and safe working 
environment, implementing policies to promote 
sustainable tourism and strengthening the 
capacities of financial institutions for expanding 
access to financial services. Implementation 
of these targets would require socio-political 
stability as well as strengthening the capacity and 
efficiency of the government manifold through 
sweeping reforms in administrative and financial 
governance. The bureaucrats of the ministries 
of finance, planning, labour and employment, 
industries, civil aviation and tourism are relevant 
for implementation of these targets (Ahmed, 
2016).

 j. Goal-9: Build Resilient Infrastructure, 
Promote Inclusive and Sustainable 
Industrialization and Foster Innovation;  The 
five targets in the goal include developing reliable, 
sustainable and resilient infrastructure, increasing 
the access of small-scale enterprises to financial 
services, promoting inclusive and sustainable 
industrialization, and enhancing scientific research 
cum technological competences. These would 
require massive investments both from the 
private and public sectors in infrastructures and 
industries as well as transnational partnerships 
(United Nations, 2015).  The bureaucrats of 
the ministries of industries, jute and textiles, 
communication, science and technology, posts, 
telecommunication and information technology 
are relevant for achievement of these targets 
(Ahmed, 2016). 

 k. Goal-10: Reduce Inequality within and 
Among Countries; The seven targets of the 
goal include empowering and promoting socio-
economic and political inclusion of all, progressively 
sustaining income growth of the bottom 40% 
of population at a higher rate than national 
average, reducing inequalities by eliminating 
discriminatory laws, policies and practices; 

adopting fiscal, wage and social protection policies 
for achieving greater equality; facilitating safe 
migration and mobility of people; improving the 
regulation, monitoring and enforcement of global 
financial markets and institutions and ensuring 
enhanced voice for developing countries in the 
international economic and financial institutions 
(United Nations, 2015). All these would require 
an overhaul of the international and domestic 
legal cum regulatory regimes of Bangladesh. The 
bureaucrats of ministries of finance, law, justice 
and parliamentary affairs, expatriate welfare and 
overseas employment are relevant for realizing 
these targets (Ahmed, 2016). 

 l. Goal-11: Make Cities and Human 
Settlements Inclusive, Safe, Resilient and 
Sustainable;  The seven targets of the goal 
include ensuring adequate, affordable and 
safe housing and transport for all, providing 
sustainable systems and improving road 
safety; enhancing inclusive urbanization and 
capacity for participatory and integrated 
planning and management of human settlements; 
protecting and safeguarding the world’s cultural 
and natural heritages; significantly reducing the 
losses caused by disasters and natural calamities; 
reducing the adverse environmental impact of 
cities; and providing access to safe, inclusive, 
accessible and green public spaces (United 
Nations, 2015). Implementation of these targets 
would be very difficult in Bangladesh due to 
rapid and unplanned urbanization (currently 
30%), over-population, and excessively high 
population density especially in urban centres, 
as well as resource constraints (Ahmed, 2016). 
The bureaucrats of ministries of communication, 
housing and public works, environment and 
forests, cultural affairs, and disaster management 
are relevant for achieving these targets. 

m.  Goal-12:    Ensure Sustainable Consumption 
and Production Patterns; The eight targets 
of the goal comprise implementing a ten 
year framework of programs. These are on 
sustainable utilization and production outlines, 
sustainable management and consumption of 
natural resources, halving per capita food waste 
at consumer level and reducing food losses; 
environmentally sound management of chemicals 
and wastes; reducing waste generation through 
encouraging companies to adopt sustainable 
practices (United Nations, 2015). All these targets 
would require massive efforts by Bangladesh 
government as well as the relevant private and 
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non-government entities. The bureaucrats of 
relevant ministries for achieving these targets 
are Agriculture, Jute and Textiles, Industries, Food, 
Planning, Environment and Forests (Ahmed, 
2016). 

 n. Goal-13: Take Urgent Action to Combat 
Climate Change and Its Impacts; The 
three targets of the goal are strengthening 
resilience and adaptive capacity to face climate-
related hazards and disasters; integrating climate 
change measures into national plans, policies 
and strategies; and improving education and 
awareness, human and institutional capacity on 
climate change mitigation, adaptation and impact 
reduction (United Nations, 2015). These would 
require colossal efforts, especially by relevant 
government organizations like the ministry 
of environment and forests, department of 
environment, ministry of planning, ministry of 
disaster management and relief, armed forces and 
the department of disaster management (Ahmed, 
2016).  The civil and military bureaucrats have 
significant roles in this regards.

 p. Goal-14:  Conserve and Sustainably Use 
The Oceans, Seas and Marine Resources for 
Sustainable Development; The seven targets 
of the goal include prevention and reduction of 
marine pollution; sustainable management and 
protection of marine and coastal eco-systems; 
minimising and addressing the impacts of ocean 
acidification; effectively regulating harvesting and 
preventing over-fishing and illegal cum unregulated 
fishing; conserving at least 10 percent of marine 
areas; prohibiting certain fisheries subsidies that 
contribute to over-capacity and over-fishing; and 
gaining economic benefits to least developed 
countries from sustainable and optimum use 
of marine resources (United Nations , 2015). 
Attainment of these targets would involve closer 
coordination, efficient management of marine 
resources by relevant public entities like the 
ministries of fisheries and livestock, shipping, and 
water resources, the department of fisheries as 
well as defence organizations like the Navy and 
Coast Guards (Ahmed, 2016).  So, the civil and 
military bureaucrats of the concerned ministries 
will have to play an important role for attainment 
of the goal.

 q. Goal-15: Protect, Restore and Promote 
Sustainable Use of Terrestrial Ecosystems, 
Sustainably Manage Forests, Combat 
Desertification, and Halt and Reverse 
Land Degradation and Biodiversity Loss;  
The nine targets of the goal include ensuring 

conservation, restoration and sustainable use 
of terrestrial and inland freshwater ecosystems 
and their services; sustainable management of 
all types of forests; combating desertification, 
restoring degraded land and soil; ensuring the 
conservation of mountain eco-systems; taking 
urgent action to reduce the degradation and bio-
diversity loss of natural habitats, promoting fair 
sharing of benefits arising from genetic resources; 
taking urgent action to prevent poaching 
and trafficking of protected flora and fauna; 
introducing measures to prevent and reduce the 
impact of invasive alien species; and integrating 
ecological and biodiversity values into local and 
national development plans and processes. All 
these would require heightened surveillance and 
effective monitoring cum regulatory roles by 
government entities like the ministries of land, 
agriculture, fisheries and livestock, environment 
and forests, planning, Chittagong hill tracts affairs, 
armed forces and the departments of forests, and 
fisheries (Ahmed, 2016). The civil and military 
bureaucrats of the concerned ministries will have 
to play important roles for attainment of these 
targets.

 r. Goal-16: Promote Inclusive and Peaceful 
Societies, Provide Access to Justice for All, 
Build Effective, Accountable and Inclusive 
Institutions at All Levels for Sustainable 
Development; The ten targets of the goal 
include significant decline in all forms of violence 
and related deaths; ending abuse, exploitation, 
trafficking and violence against infants or children; 
promoting the rule of law and ensuring justice for 
all; reducing illicit financial and arms transactions, 
improving the recovery and return of stolen assets, 
and combating all forms of organized crimes; 
significantly reducing corruption and bribery; 
developing effective, transparent and accountable 
institutions; ensuring responsive, inclusive, 
participatory decision-making at all levels; 
increasing developing countries’ participation 
in global institutions; providing legal identity to 
all; and ensuring public access to information 
and protecting fundamental freedoms (United 
Nations, 2015). All these ten targets would 
require flourishing of good governance and all-
encompassing inclusive democratic practices 
as well as strengthening the watchdog role of 
constitutional bodies and democratic institutions 
in Bangladesh. The relevant entities for realizing 
these goals are Cabinet Division, Prime Minister’s 
Office, the Ministries of Public Administration, 
Armed Forces Division, Home Affairs, Law, Justice 
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and Parliamentary Affairs, Information, Anti-
Corruption Commission, JatiyaSangsad, political 
parties, and the civil society at large including 
NGOs (Ahmed, 2016). The bureaucrats of the 
above ministries will have a major role to play in 
this regards.

 s. Goal-17: Strengthen the Resources/ 
Means of Implementation and Revitalize 
the Global Partnership for Sustainable 
Development; The goal stipulates the means 
of strengthening the implementation as well 
as revitalisation of Global Partnership for 
Sustainable Development. It involves the financial 
and technological aspects, capacity building 
especially in developing countries, promotion 
of universal, rules-based, non-discriminatory, 
equitable, open and multilateral trading system, 
it also addresses systemic issues like policy 
and institutional coherence, multi-stakeholder 
partnerships, data, monitoring and accountability 
issues (United Nations , 2015). The bureaucrats of 
the ministries of Foreign Affairs, Finance, Planning 
and Commerce are relevant for achieving this 
goal. 

4. Needs Holistic Approach
The SDGs seem to be an extensive list of 
uncompromising wishes that are sought by the 
global community in the light of prevailing realities, 
future potentials as well as resource constraints of 
planet earth. To transform these goals and targets 
into reality on ground the bureaucracy of the 
government has to play an efficient role. These goals 
will remain as mere utopian dreams if sufficient 
efforts cum resources are not involved. If the 
egalitarian ideals on which these are founded are 
not accepted globally and a holistic approach by all 
stakeholders including civil and military bureaucracy 
are not taken the SDG will remain as a challenge. 

5. Implementation Challenges of SDG
Though Bangladesh has various successes in attaining 
MDG, yet some lessons learned from the MDGs’ 
implementation are as followings (Fahmida Khatun, 
2017):

a. Low alignment with national plans and policies.
b. Silo approach in implementation.
c. Limited data availability. 
d. Lack of linkage to budgetary allocation 

practices.
e. Absence of dedicated institutional mechanism 

for implementation.
f. Low engagements of stakeholders.
g. Weak monitoring and accountability practice.

If the lessons learned from the MDG implementation 
process are taken into account the importance of 
bureaucracy and its role in national development 
becomes very vivid and clear. At the same time the 
weak areas of the bureaucracy have been exposed. 
The implementation challenges of SDG as identified 
are; Integration of the goals in the national planning 
process, Exploring financial and non-financial 
resources, Developing institutional mechanism for 
implementation, Exploring data for monitoring and 
Partnership & stakeholder participation. As a matter 
of fact, in reality all these need to be addressed by 
bureaucracy directly or indirectly. The following 
figure depicts the implementation challenges of 
SDGs.

Figure 5: Implementation challenges of SDG

Presentation of Dr. Fahmida Khatun (Research Director, CPD) on 
"MDGs" to SDGs: Inclusive Development Roadmap for Bangladesh to be 
a High Income Country" at National Defence College on 30 Mayy 2017

6. Development Vis-à-vis Bureaucracy
Bureaucracy is directly involved in development 
administration. The development administration is a 
concept of administration which is action oriented 
rather than structure oriented. It is basically oriented 
towards speedy socioeconomic transformation. The 
main characteristics of development administrations 
are change orientation, result orientation, 
commitment client orientation and framed 
specific time. Thus the emphasis of development 
administration shifted towards increasing the 
capability of bureaucracy with all-pervasive influence 
over administration that subsequently resulted in 
development of newer  concept of bureaucracy 
which is often called, ‘committed bureaucracy’ 
such a concept of committed bureaucracy is very 
influential as well as a universal model for developing 
countries. Even in India, former Prime Minister 
Smt. Indira Gandhi advocated for committed 
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bureaucracy (Khan & Ishtiyaque, 2006). On the other 
hand, the impact of governance on development 
performance is highly complex, and as yet poorly 
understood and perceived. It is indeed difficult to 
explain Bangladesh’s success in selected areas of 
economic and social development in the presence 
of the allegedly poor and deteriorating quality of 
governance, as apparent in widespread corruption 
and inefficient administration, political hostility 
and unrest, dysfunctional parliament, and negative 
bureaucratic behaviour (Aminuzzaman, 2006). The 
most important responsibility of bureaucracy in a 
developing country in addition to strengthen the 
pre-conditions of development is providing a long-
run and broad time horizon and an expanding set of 
developmental objectives. These are to be realised 
in both private and public sector. It is evident that 
the relative importance of the role of bureaucracy 
will be greater in developing than in developed 
economies, even though bureaucracies are much 
weaker in developing than developed societies 
(Morshed, 1997) . Therefore, the capacity building of 
Bangladesh bureaucracy for SDG is very important. 

7. Conclusion
SDG is not only as an ordinary development goal but 
raises serious concern over the use and protection 
of natural resources. Sustainability is the core aspect 
of SDG and a thrust area. The biggest challenge of 
sustainability can come from its implementation 
process such as financing, management, 
administration etc. where bureaucracy has a major 
role to play. Bangladesh bureaucracy came through 
a long way, it has its strengths and weaknesses but 
to achieve the SDGs it needs to trap the potentials 
and utilize it. Development and growth in people-
based socio-political institutions is a must if the 
bureaucracy is to meet the demands of time and 
people. Sustainability certainly depends on policies 
and governance. The implementation mechanisms 
are also important which brings the governance 
issues to the forefront. Bangladesh attained success 
in achieving some MDG targets but at the same 
time the efficiency of public sector organisation has 
been reduced, corruption has become rampant, and 
citizens’ trust towards bureaucracy has declined. 
So bureaucratic commitment, political goodwill, 
accountability and outcome-oriented bureaucracy 
is needed for socio-economic progress as expected 
in SDGs. Bangladesh has to be more dynamic and 
flexible in bringing changes in its bureaucracy, where 

the structure, function and orientation need to be 
changed for achievement of the goals. 
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RECENT CHANGES IN THE 

INCOME-TAX ORDINANCE, 1984

Finance Act 2019 has brought some significant changes 
in the Income Tax Ordinance 1984 and Income Tax 
Rules which will affect the computation of income and 
tax payable. This paper will discuss the changes.

Insertion of new section 16F and 16G
Following new section 16F and 16G have been added 
after deleted section 16E:

“16F. Charge of tax on stock dividend.-
Nothwithstanding anything contained in this Ordinance 
or any other law for the time being in force, where a 
company registered under Companies Act 1994 and 
listed to any stock exchange in Bangladesh declares 
stock dividend, whether interim or otherwise, the 
company shall pay, in addition to tax payable under this 
Ordinance, tax on the value of stock dividend at the 
rate of fifteen per cent within sixty days from the date 
of such declaration. 

16G. Charge of tax on retained earnings.- 
Nothwithstanding anything contained in this Ordinance 
or any other law for the time being in force.

Insertion of sub-section 22A
New sub-section (22A)have been added after sub-
section 22:

“(22A) Where an assessee, being the owner of a 
house property, recieved, from any person to whom 
such house property or any part thereof is let out, 
any amount exceeding taka 2 lakh other than bank 

transfer which is adjustable against the rent receivable, 
the amount shall be deemed to be the “Income from 
house property” of the assessee for the income year 
in which it is received: 

Provided that where such amount is received through bank 
transfer, the amount shall be adjusted within five years after 
the year of receipt or the period of agreement whichever 
is lower, if after the expiry of the aforesaid period such 
amount or any part thereof remains unadjusted, the 
amount remained so unadjusted shall be deemed to be 
the “Income from house property” of the assessee in the 
income year in which such amount remains unadjusted. 

Explanation.-In this sub-section, “bank transfer” means 
transfer from the account of the giver to the account 
of the receiver, and such accounts are maintained in 
a bank or financial institution legally authorised to 
operate accounts.” 

Insertion of sub-section (32)
New sub-section (32) has been inserted after sub-
section (32)

“(32) Where any payment made for acquiring any 
asset or constitutes any asset and tax has not been 
deducted therefrom in accordance with Chapter VII, 
such payment shall be deemed to be the income of 
the person responsible for making the payment under 
this Ordinance and classifiable under the head “Income 
from other source” in the income year in which the 
payment was made.”
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Substitution of section 19BBBBB 
Sub-section 19BBBBB will be substituted by the 
following sub-section 19BBBBB.

“19BBBBB. Special tax treatment in respect of 
investment in residential building, apartment, 
or land.–(1) Notwithstanding anything contained 
in this Ordinance, source of any sum invested by 
any person, in the construction or purchase of any 
residential building or apartment, or in the purchase of 
any land shall be deemed to have been explained if the 
assessee pays, before the assessment for the relevant 
assessment year in which the investment is completed, 
tax at the following rate – 

(a)  for building, apartment or land situated in the area 
of Gulshan Model Town, Banani, Baridhara, Motijheel 
Commercial Area and Dilkusha Commercial Area 
of Dhaka- 

(i) taka four thousand per square meter in the 
case of a building or apartment the plinth 
area of which does not exceed two hundred 
square meter; 

(ii)  taka five thousand per square meter in the 
case of a building or apartment the plinth area 
of which exceeds two hundred square meter;

(iii)  taka fifteen thousand per square meter in the 
case of land;

(b) for building or apartment or land situated in the 
area of Dhanmandi Residential Area, Defence 
Officers Housing Society (DOHS), Mahakhali, 
Lalmatia Housing Society, Uttara Model Town, 
Bashundhara Residential Area, Dhaka Cantonment, 
Kawran Bazar, Bijaynagar, Segunbagicha, Nikunja 
of Dhaka, and Panchlaish, Khulshi, Agrabad and 
Nasirabad Area of Chattogram-  

(i)  taka three thousand per square meter in the 
case of a building or apartment the plinth 
area of which does not exceed two hundred 
square meter; 

(ii) taka three thousand and five hundred per 
square meter in the case of a building or 
apartment the plinth area of which exceeds 
two hundred square meter; 

(iii) taka ten thousand per square meter in the 
case of land; 

(c) for building or apartment or land situated in the 
area of any City Corporation other than areas 
mentioned in clauses (a) or (b)- 

(i)  taka eight hundred per square meter in the 
case of a building or apartment the plinth area 
of which does not exceed one hundred and 
twenty square meter; 

(ii)  taka one thousand per square meter in the 
case of a building or apartment the plinth area 
of which exceeds one hundred and twenty 
square meter but does not exceed two 
hundred square meter; 

(iii) taka one thousand and five hundred per square 
meter in the case of a building or apartment 
the plinth area of which exceeds two hundred 
square meter; 

(iv)  taka five thousand per square meter in the 
case of land; 

(d) for building or apartment or land situated in the 
area of a Paurasabha of any district headquarters-

(i)  taka three hundred per square meter in the 
case of a building or apartment the plinth area 
of which does not exceed one hundred and 
twenty square meter;

(ii) taka five hundred per square meter in the 
case of a building or apartment the plinth area 
of which exceeds one hundred and twenty 
square meter but does not exceed two 
hundred square meter; 

(iv) taka seven hundred per square meter in the 
case of a building or apartment the plinth area 
of which exceeds two hundred square meter; 

(v) taka one thousand per square meter in the 
case of land; 

(e) for building or apartment or land situated in the 
area other than the areas mentioned in clauses (a) 
to (d)- 

(i) taka two hundred per square meter in the 
case of building or apartment the plinth area 
of which does not exceed one hundred and 
twenty square meter; 

(ii)  taka three hundred per square meter in the 
case of building or apartment the plinth area 
of which exceeds one hundred and twenty 
square meter but does not exceed two 
hundred square meter; 

(iv) taka five hundred per square meter in the 
case of a building or apartment the plinth area 
of which exceeds two hundred square meter; 

(v) taka five hundred per square meter in the 
case of land; 

(2) The rate of tax mentioned in sub-section (1) shall be 
twenty per cent higher in case where the assessee 
already owns a building or apartment in any City 
Corporation before such investment is completed; 
or the assessee makes such investment in two or 
more buildings or apartments or land. 

(3) The rate of tax mentioned in sub-section (1) shall 
be one hundred per cent higher in case, where- 
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(a) a notice under section 93 has been issued 
before submission of such return of income 
for the reason that any income, asset or 
expenditure has been concealed or any income 
or a part thereof has escaped assessment; 

(b) a notice under clause (f) of section 113 has 
been issued before submission of such return 
of income; 

(c) any proceeding under sections 164, 165 or 
166 has been initiated before submission of 
such return of income. 

(4) The provision of this section shall not apply where 
the source of such investment, made by the 
assessee for the purchase or construction of such 
residential building or apartment or land, is- 

(a) derived from any criminal activities under any 
other law for the time being in force; or 

(b) not derived from any legitimate source.”

Insertion of new section 19DD 
A new section 19DD has been inserted after the 
deleted section 19D

“19DD. Special tax treatment in respect of 
investment in Economic Zones or Hi-Tech 
Parks.- Notwithstanding anything contained in this 
Ordinance or any other law for the time being in force, 
no question shall be raised as to the source of any sum 
invested in any economic zone declared under section 
5 of Bangladesh Economic Zones Act 2010 or in any hi-
tech park declared under section 22 of Bangladesh Hi-
Tech Park Authority Act, 2010 for setting up industrial 
undertaking engaged in producing goods or services 
therein within the period from the first day of July, 
2019 and the thirtieth day of June, 2024 (both days 
inclusive) by a company, if tax at the rate of ten per 
cent is paid on the sum so invested before filing of the 
return for the concerned income year.”

Insertion of new section 19DD 
A new section 30B has been inserted after the section 
30A

“30B. Treatment of disallowances.- 
Notwithstanding anything contained in section 82C 
or any loss or profit computed under the head 
“Income from business or profession”, the amount of  
disallowances made under section 30 shall be treated 
separately as “Income from business or profession” and 
the tax shall be payable thereon at the regular rate.”

Amendment of section 44
The rate of investment tax credit against investment 
allowance has been revised as follow:

Total Income Amount of credit

i. if the total income does not 
exceed taka fifteen lakh

15% of the eligible amount

ii. if the total income exceeds 
taka fifteen lakh

10% of the eligible amount

Insertion of new section 46BB
A new section 46BB has been inserted after the 
section 46B

“46BB. Exemption from tax of newly established 
industrial undertakings set up between the 
period of July, 2019 and June, 2024, etc. in 
certain cases. (1) Subject to the provisions of this 
Ordinance, income, profits and gains under section 28 
from an industrial undertaking (hereinafter referred to 
as the said undertaking) set-up in Bangladesh between 
the first day of July, 2019 and the thirtieth day of June, 
2024 (both days inclusive) shall be exempted fromthe 
tax payable under this Ordinance for the period, and at 
the rate, specified below:

(i) if the said undertaking is set-up in Dhaka, 
Mymensingh and Chattogram divisions, excluding 
Dhaka, Narayanganj, Gazipur, Chattogram, 
Rangamati, Bandarban and Khagrachari districts, 
for a period of five years beginning with the month 
of commencement of commercial production of 
the said undertaking:

Period of Exemption Rate of Exemption

For the first year 90% of income

For the second year 80% of income

For the third year 60% of income

For the fourth year 40% of income

For the fifth year 20% of income

(ii) if the said undertaking is set-up in Rajshahi, Khulna, 
Sylhet, Barishal and Rangpur divisions (excluding 
City Corporation area) and Rangamati, Bandarban 
and Khagrachari districts, for a period of ten years 
beginning with the month of commencement of 
commercial production of the said undertaking:

Period of Exemption Rate of Exemption

For the first and second year 90% of income

For the third year 80% of income

For the fourth year 70% of income

For the fifth year 60% of income

For the sixth year 50% of income

For the seventh year 40% of income

For the eighth year 30% of income

For the ninth year 20% of income

For the tenth year 10% of income

Provided that any industry engaged in the production 
of item as referred to inclause (viii) or clause (xii) of 
sub section (2) shall be entitled to exemption from 
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tax under the provision of this section even if it is set 
up in the districts of Dhaka, Gazipur, Narayanganj or 
Chattogram.

(2) For the purpose of this section, "industrial 
undertaking" means

(a) an industry engaged in, or in the production of,

(i) active pharmaceuticals ingredient and 
radio pharmaceuticals;
(ii) agriculture machineries;
(iii) automatic bricks;
(iv)  automobile;
(v)  barrier contraceptive and rubber 

latex;
(vi)  basic components of electronics 

(e.g. resistor, capacitor, transistor, 
integrated circuit, multilayer PCB 
etc.);

(vii)  bi-cycle including parts thereof;
(viii)  bio-fertilizer;
(ix)  biotechnology based agro 

products;
(x)  boiler including parts and 

equipment thereof;
(xi)  compressor including parts 

thereof;
(xii)  computer hardware;
(xiii)  furniture;
(xiv)  home appliances (blender, rice 

cooker, microwave oven, electric 
oven, washing machine, induction 
cooker, water filter etc.);

(xv)  insecticides or pesticides;
(xvi)  leather and leather goods;
(xvii)  LED TV;
(xviii)  locally produced fruits and 

vegetables processing;
(xix)  mobile phone;
(xx)  petro-chemicals;
(xxi)  pharmaceuticals;
(xxii)  plastic recycling;
(xxiii)  textile machinery;
(xxiv)  tissue grafting;
(xxv)  toy manufacturing;
(xxvi)  tyre manufacturing;

(b) any other category of industrial undertaking 
as the Government may, by notification in the 
official Gazette, specify.

(3) Not with standing anything contained in sub-section 
(2), for the purpose of this section industrial 
undertaking shall not include expansion of such an 
existing undertaking.

(4) The exemption under sub-section (1) shall apply 
to the said under taking if it fulfils the following 
conditions, namely:

(a)  that the said undertaking is owned and 
managed by -

(i)  a body corporate established by 
or under any law for the time 
being in force with its head office 
in Bangladesh; or

(ii)  a company as defined in 
Companies Act 1994 with its 
registered office in Bangladesh 
and having a subscribed and 
paid up capital of not less than 
two million taka on the date of 
commencement of commercial 
production;

(b)  that thirty percent of the exempted income 
under sub-section (1) is invested in the 
said undertaking or in any new industrial 
undertaking during the period of exemption 
or within one year from the end of the period 
to which the exemption under that sub-
section relates and in addition to that, another 
ten percent of the exempted income under 
sub-section (1) is invested in each year before 
the expiry of three months from the end of 
the income year in the purchase of shares of a 
company listed with any stock exchange, failing 
which the income so exempted shall, not with 
standing the provisions of this Ordinance, 
be subject to tax in the assessment year for 
which the exemption was allowed:

 Provided that the quantum of investment 
referred to in this clause shall be reduced by 
the amount of dividend, if any, declared by the 
company enjoying tax exemption under this 
section;

(c)  that the said undertaking is not formed 
by splitting up or by reconstruction or 
reconstitution of business already in existence 
orby transfer to a new business of any 
machinery or plant used in business which 
was being carried on in Bangladesh at any 
time before the commencement of the new 
business;

(d)  that the said undertaking is approved, and 
during the relevant income year, stands 
approved by the Board for the purposes of 
this section;

(e)  that application in the prescribed form for 
approval for the purposes of this section, as 
verified in the prescribed manner, is made to 
the Board within six months from the end of 
the month of commencement of commercial 
production;
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(f)  that the said undertaking obtained a clearance 
certificate for therelevant income year from 
the Directorate of Environment;

(g)  that the said undertaking maintains books of 
accounts on a regular basis and submits return 
of its income as per provisions laid down in 
section 75 of this Ordinance.

(5) Not with standing anything contained in this section, 
where an under taking enjoying exemption of tax 
under this section is engaged in any commercial 
transaction with another undertaking or company 
having one or more common sponsor directors, 
and during the course of making an assessment of 
the said undertaking if the Deputy Commissioner 
of Taxes is satisfied that the said undertaking has 
purchased or sold goods at higher or lower price 
in comparison to the market price with intent 
to reduce the income of another undertaking or 
company, the exemption of tax of that undertaking 
shall be deemed to have been withdrawn for that 
assessment year in which such transaction is made.

(6) The Board shall give its decision on an application 
made under clause (e) of sub-section (4) within forty 
five days from the date of receipt of the application 
by the Board, failing which the undertaking shall be 
deemed to have been approved by the Board for 
the purposes of this section:

 Provided that the Board shall not reject any 
application made under this section unless the 
applicant is given a reasonable opportunity of being 
heard.

(7) The Board may, on an application of any person 
aggrieved by any decision or order passed under 
sub-section (6), if the application is made within 
four months of the receipt of such decision or 
order, review the previous decision, order or 
orders and pass such order in relation there to as 
it thinks fit.

(8) The income, profits and gains of the undertaking 
to which this section applies shall be computed 
in the same manner as is applicable to income 
chargeable under the head ''Income from business 
or profession'' :

 Provided that in respect of depreciation, only the 
allowances for normal depreciation specified in 
paragraph 3 of the Third Schedule shall be allowed.

(9) The income, profits and gains of the undertaking 
to which this section applies shall be computed 
separately from other income, profits and gains of 
the assessee, if any, and where the assessee sustains 
a loss from such undertaking it shall be carried 

forward and set off against the profits and gains of 
the said undertaking for the next year and where it 
cannot be wholly set off, the amount of the loss not 
so set off, shall be carried forward for the following 
year and soon, but no loss shall be carried forward 
beyond the period specified by the Board in the 
order issued under sub-section (6) or (7).

(10) Unless otherwise specified by the Government, 
nothing contained in this section shall be so 
construed as to exempt the following from tax 
chargeable under this section, namely-

(a) any dividend paid, credited or distributed 
or deemed to have been paid, credited or 
distributed by a company to its share-holders 
out of the profits and gains;

(b) any income of the said undertaking classifiable 
as ''Capital gains'' chargeable under the 
provisions of section 31;

(c) any income of the said undertaking resulting 
from disallowance made under section 30.

(11) Where any exemption is allowed under this 
section and in the course of making assessment, 
the Deputy Commissioner of Taxes is satisfied that 
any one or more of the conditions specified in 
this section are not fulfilled or any individual not 
being a Bangladeshi citizen is employed or allowed 
to work without prior approval of any competent 
authority of the Government for this purpose, the 
exemption shall stand withdrawn for the relevant 
assessment year and the Deputy Commissioner of 
Taxes shall determine the tax payable for such year.

(12) Any such undertaking approved under this section 
may, not later than one year from the date of 
approval, apply in writing to the Board for the 
cancellation of such approval, and the Board may 
pass such order or orders there on as it may deem 
fit.

(13) Not with standing anything contained in this 
section, the Board may, in the public interest, cancel 
or suspend fully or partially any exemption allowed 
under this section.

(14) The Board may make rules regulating the 
procedure for the grant of approval under sub-
section (6), review under sub-section (7), furnish 
information regarding payment of other taxes by 
the said undertaking, and take such other measures 
connected there with or incidental to the operation 
of this section as it may deem fit.

Explanation.-For the purpose of this section set-up 
means completion of establishment of the industry 
referred to in this section.” 
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TRANSFORMATION OF SPINNING INDUSTRY IN BANGLADESH

Prologue 
Over the last twenty years, the contribution of 
textile sector has been one of the most remarkable 
Bangladesh economy boosting GDP growth to US$ 
267 billion. This sector itself earns about US$ 35 billion 
of export (80% of our annual export.). More than 3.6 
million workforce employed in this industry where 3 
million are women workers as on today. It has written 
our story of growth and success.  With consistent pace 
of continuous growth, total number of manufacturing 
industries grew to nearly 5000. Today overall impact 
of this multibillion-dollar manufacturing and export 
business is certainly social and economic stability in 
contemporary Bangladesh. 

Primary Textile Sector (PTS) or spinning business has 
grown in Bangladesh as a backward linkage support for 
the apparel manufacturing. Bangladesh spinning mills 
primarily dependent on local apparel manufacturing 
sector for its growth. In the same time, the growth of 
spinning industry contributed positively to the overall 
growth of apparel export business.

Industry Size
As per Bangladesh Textile Mills Association (BTMA), 
we have 430 yarn manufacturing mills with total 13.17 
million spindles and 0.23 million rotor heads. These 
mills can produce 2,950 million kg of yarns per year. 

Bangladeshi PTS mills usually produced cotton yarns. 
Now they are also producing blended yarns and many 
types of fancy yarns.

Demand vs Supply
The continuous growth in yarn demand always 
surpassed the growth or expansion in yarn spinning. At 
the same time, yarn import is quite free for the yarn 
buyers. Yarns from India, Pakistan, China, and Indonesia 
are main import sources of yarn. As per BTMA, local 
spinning mills can support about 80% demand of 
export oriented knit yarn and 40% of woven yarns.

Inputs in Spinning Industry 
Raw Materials

The key raw materials are fibers i.e Cotton, Linen, 
PSF, Modal, Viscose, Wool, etc. Except for cotton other 
fibers are industrial product from woods, bamboo, 
and petroleum by products. The cotton in a vegetable 
fiber and global supply of cotton is controlled by few 
countries e.g USA, China, India, Brazil, Australia, CIS 
countries, Benin, Ivory Coast, Mali etc. Bangladesh is 
dependent on the imported fiber. Bangladesh is a large 
importer of fibers in all forms as we do not produce 
any of these fibers. A statistics of import is given below;
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Human Resource 
Spinning industry is heavily labor intensive in our 
country due to continuation of old technology, low 
per capita investment, maintaining wide product range 
and too many customized product offerings. A typical 
25,000 kg/day yarn manufacturing mill requires about 
90 management personnel and 1,000 non-management 
personnel including Production, Engineering, Quality, 
HRM, Logistics departments etc.

Energy 
Spinning industry is very much gas guzzling that 
requires robust and uninterrupted energy supply 
to maintain product quality and comfortable work 
environment. In Bangladesh almost all spinning mills 
are generating their electricity by captive power plant. 
Usually, a mill with 40,000 ring spindles with average 
count of Ne 30/s requires about 4,500 KW energy to 
run its primary and all auxiliary machineries.

Finance
For Capex commercial banks are the easy and cost 
effective destination for the investors but it is pretty 
expensive now a days (about 13% PA). NBFIs are 
further expensive (14%-16% PA) than commercial 
banks. Now financial institutions are not interested to 
finance in this sector because of very low profitability.

For trade finance except for Commercial Bank and 
NBFIs Bangladesh Bank has an export development 
window (Export Development Fund) at a cost of 
LIBOR plus @2.5%. The cost impact of EDF would 
around (six Month LIBOR (2.5%) + 2.5% = 5% pa) but 
it is allowed for six months.  It does not cover total 

trade cycle time of spinning industry (Cotton Sourcing 
35 days + Cotton Inventory 90 days+ Production and 
Finished Goods 15 days+ Receivable 120 days after LC 
document acceptance)= 260 days).

Some foreign commercial banks are offering offshore 
finance facility for the good borrowers. The cost of 
offshore finance is almost closed to cost of EDF. Due 
to high investment requirement, long trade cycle time, 
dry bank liquidity and low profitability lead higher 
finance cost for the spinners. If we visit financials of 
top listed spinners in the national browsers, shall find 
the real impact of finance.

Competition Points in Spinning 
Industry 
India, Pakistan, China and Indonesia are key 
competitors for the Bangladesh spinning industry. 
India, China and Pakistan enjoy their own source of 
raw material, technology and government incentives. 
China and Indonesia are supplying diversified products 
due to technological advancement and worldwide 
market. Considering the main inputs (raw materials, 
labor, energy, capital and technology), Bangladeshi 
spinners enjoyed the benefit of low lead-time for 
customer, incentive, income tax exemptions, economic 
energy (Tk. 2.50 per KWH from gas fired captive 
power plant) and economic labor force over last two 
decades. But today spinning industry in Bangladesh is 
facing cost burden of expensive energy, no income tax 
exemption, expensive labor, burden of low productive 
old technology and least product diversity. All spinning 
mills are offering almost similar type of products. To 
sum up, except low lead-time for customers there are 
no competitive advantage in favor of local spinners.
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Cost of Doing Business
According to published financials of listed spinners 
among the cost components of cost of goods sold, 
raw material cost accounts for almost 65%-72%, 
Energy 10%-12% and HR cost 8%-12%. Fiber cost 
(raw materials) is almost similar except for few cases, 
because it (Cotton) is traded according to New 
York Board of Trade (NYBOT) index for all spinners. 
Cotton fiber price is influenced by minimum support 
price (MSP) fixed by large growing countries and the 
trade policies among the major growing nations. So the 
price is similar for all the spinning factories throughout 
the world. Other man-made fibers are linked with 
petroleum price index. Our key competitors - India, 
China, Pakistan and Indonesia are ahead of us in case of 
HR cost, Finance cost and Energy cost due to adoption 
of high efficient and productive technology ( in Vietnam, 
Turkey , China, Thailand and Indonesia, a plant with 
production capacity of 25,000KG/day managed by 25 
management staffs and 50-100 workers). 

Incentive  
The spinners in Bangladesh are enjoying a 4% cash 
incentive from government of Bangladesh. Anyone of 
the value chain (either spinner or fabrics manufacturer 
or RMG manufacturer) can draw 4% cash incentive by 
using Bangladeshi origin yarns.

Challenges in Spinning Industry
Rapid increase In Cost of Doing Business 
Except for raw materials, the cost components in the 
COGS includes HR cost, cost of Energy (Electricity), 
cost of supplies, cost of lack of transparency, and other 
inputs for doing business. Now a days all these cost in 
aggregation acting against the spinners. Let us see how 
it has happened;
By implementation of Minimum wages (Tk. 7,200 per 
month) in Garment sector, the cost of human resources 
has gone up though the minimum wages for spinning 
is Tk. 5,990 per month. People are not interested for 
spinning job (tougher job than garment due to work 
environment and job nature). Spinners are paying more 
money than minimum wage to retain human resources. 
After revision of minimum wages for RMG sector the 
impact is twofold for Spinners (Larger work force with 
higher payments). Bangladeshi spinners had taken high 
labor intensive spinning solution rather than technology 
considering cheap labor cost (in early 2000s).
By implementing revised energy price the spinners 
are suffering very severely (deadly). The price of fuel 
(Natural Gas) for power generation and other process 
machine gone up 332% in last five years. In last revision 
on date 1st July 2019, the impact is 43% increment on 
energy cost and per KG yarn cost increased by around 
Tk 8 or about US$ 0.10 per KG.

We have experienced huge congestions in Chattogram 
port and that causes long lead time for sourcing raw 
materials, high carrying cost (due to increased labor 
and fuel cost).Ultimately the total cost of doing 
business goes substantially up and it is bleeding the 
total spinning business.

Raw Material Dependency 
Almost all raw materials for spinning industry are 
sourced from rest of the world. Smooth supply is 
subject to geopolitics, FX rate fluctuation, global 
commodity index, seasonality, natural calamity, long 
lead-time due to remote production site. There is no 
on site duty free inventory in the country where global 
commodity traders can keep their merchandise. (It 
may reduce raw material lead time and finance cost for 
carrying large inventory for local spinners)

Productivity
Except for a very few smart spinners, most of our 
spinners are still with very poor productivity due to 
old technology, too many variety of products and raw 
materials, lack of stable supply of quality energy. On other 
hand our key competitors are adopting high productive 
production technology, i.e automation, IOT etc.

Yarn Dumping Pressure 
Very recently we have experienced yarn dumping 
pressure from neighboring countries- India, Pakistan. 
Bangladesh Government should take strong position 
about it and facilitate their local investors. The statistics 
of National Board of Revenue shows that cost of raw 
material ( raw cotton and PSF) import has gone down 
but cost of Yarn (finished goods of spinning mills) is 
increased by 8.47%. It may benefit the knitters and the 
RMG enterprises in short run but in long run the total 
RMG sector shall face severe challenge of supply chain 
thread. The Comparative import of yarns in 2017, 2018 
and 2019 is given below;

(In million US$)

Items 2017-18
2017-18
July-Apr

2018-19
July-Mar

% Changes
4 over 2

1 2 3 4 5

10. Raw cotton 2697.6 2439.4 2683.5 -0.52

11. Yarn 1918.6 1872.5 2081.2 8.47

12. Textile and 
articles thereof

5647.0 5486.4 6134.1 8.63

13. Staple fibre 991.0 944.8 1054.2 6.38

Source: National Board of Revenue

Currency War (Devaluation) 
The Spinning sector’s competitors e.g, India, Pakistan, have 
devaluated their currency to facilitate export in last few 
years. Indian Rupee and Pakistani Rupee are depreciated 
by substantially (following table gives a glimpse of 
devaluations). It gave the Indian and Pakistani yarn 
exporters a big advantage over our spinning factories.
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Date USD INR PKR BDT

July 09, 2017 1 64.60 105.99 81.25

July 09, 2018 1 68.68 121.73 83.52

July 09, 2019 1 68.61 158.49 84.34

Reference:www.xe.com

Business Performance of Spinning 
Industry
Spinning sector is enjoying concessional tax rate (15%) 
irrespective of listed or not. So there is no extra benefit 
on listing except for convertibility of the assets. We find 55 
textiles companies are listed with top bourses but all of them 
are not spinners. Let us see profitability of spinning sector as 
per published financials. We have taken here top seven; 

Sl. Company

2019 (up 
to Q3)

2018 
(Annual)

2017 
(Annual)

2016 
(Annual)
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1
SQUARE 
Textiles Ltd.

35.57 1.80 45.71 2.32 41.14 2.09 
 
74.07 

3.76 

2
Matin Spinning 
Mills Ltd.

7.94 0.81 30.26 3.10 26.13 2.68 29.45 3.02 

3
Saiham Textile 
Mills Ltd.

12.39 1.37 10.92 1.21 9.24 1.02 7.68 0.85 

4
Zaheen 
Spinning Ltd.

6.33 0.58 11.50 1.06 11.92 1.10 9.80 0.90 

5
Prime Textile 
Spinning Mills Ltd.

2.66 0.69 4.02 1.05 3.98 1.04 4.19 1.10 

6
Malek Spinning 
Mills Ltd.

11.33 0.59 22.61 1.17 20.24 1.05 29.43 1.52 

7
Rahim Textile 
Mills Ltd.

5.38 6.26 5.08 5.91 4.50 5.23 4.33 5.03 

The above figure reads sharp decline in profit in the key players 
in the spinning business. Especially in Q3, 2019 Matin spinning 
Mills Ltd. and Malek Spinning Mills Ltd. reported negative Profit.

How Spinning Industry May Face the 
Challenges
Spinning is settlers industry. About 90% spinning market 
offers similar type of products. So competition is very sharp 
in spinning industry. Success factors of this industry are 
to maintain cost leadership and market leadership. But, by 
product differentiation local spinning industry may get extra 
benefits. If we follow the geographical location of spinning 
industry over last century, it has traveled long distance to find 
cost leadership places. If we want to keep the spinning industry 
in Bangladesh for next decades we should be fit (reduce high 
cost/fat) for its growth. 

Road to Cost Leadership and Product 
Differentiation (Fit for Growth) 
What we don’t do is what many have done for decades: wait 
for a crisis before paying attention to a bloated and inefficient 
cost structure, then enact drastic measures that not only 
eliminate fat but cut into productive muscles. Common 

options includes across the board budget cuts, 
voluntary severance and retirement packages, 
and the perennial fallback, layoffs. Diet alone 
(and crash dieting particularly) will not help a 
company achieve fitness. Exercise- in this case 
the exercise of deciding where a capability 
needs to be best in class and where it can be 
good enough or stripped to the essentials-is 
integral to getting and staying in shape over the 
long haul. Fitness is depended on a company’s 
overall strategy and culture. The following three 
pillars are the core to be fit for growth (this 
philosophy is equally applicable for any other 
industry);

1. Focus on differentiating Capability
2. Align the cost structure
3. Reorganization for growth

Focus on Differentiating 
Capability:
A capability is a combination of processes, 
tools, knowledge, skills, and organization. A 
differentiating capability is one that enables a 
company to outperform; it is something you 
do well that customers’ value and competitors 
cannot beat. When three to six mutually 
reinforcing capabilities come together in a 
differentiating capabilities system, a company 
gains a competitive advantage and a right to win 
over its competitors.

Align the Cost Structure:
Developing a lean and deliberate cost structure 
naturally follows from the work to the senior 
executive team has done to identify the 
company’s key capabilities. Fit for Growth 
companies manage their cost not only tightly 
but also thoughtfully; they recognize not all 
costs are bad. Indeed, costs that strengthen a 
company’s differentiating capabilities are good 
costs. These Companies sometimes may even 
increase good costs, while rigorously managing 
the rest cost structure. Through tight cost 
management, Fit for growth companies increase 
profits and free up funds to further invest in 
differentiating capabilities. 

Reorganize for Growth:
In the context of a fit for growth transformation, 
a well- designed organization model enables 
fitness and growth in two ways;
By enabling and sustaining cost reductions: for 
example; this may mean having more people 
report to each manager and reduce the number of 
hierarchical layers. Pay scales may be rationalized 
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so that compensation matches the complexity of the job 
performed, or the company may take more deliberate 
approaches to sharing resources and outsourcing less-
critical processes. When these measures are consistent 
and broadly understood, they are typically supported by 
people throughout the company.

By creating right conditions for managers to drive 
growth: for example, a well-designed organization 
model can fuel dramatic growth by empowering 
managers to act like owners of the business. With 
incentives (i.e. Stock options, bonuses and promotions) 
aligned accordingly, business unit leaders align with the 
company’s broader objectives in both the long term 
and the short term, and become accountable for result.

An Example of Transformation; 
Square Textiles Limited:
Square Textiles Limited is publicly listed company 
with two stock exchanges of the country, a member 
of Square group founded by Bangladesh Industrial 
transformational leader Legend Samson H Chowdhury 
in early 1994. The key business focus was on spinning 
yarns for knitting industry with a capacity of 58,000 
spindles. The company graduated by 25 years in 
2019with a great business success and had experienced 
with huge growth in early 2001s, global economic 
meltdown in 2009 and 2010, liquidity shortage in finance 
industry in 2017, 2018 and passing through slow global 
GDP growth in 2019. Let us follow the operational 
and financial dashboard of Square Textiles Limited to 
understand the transformation of Square Textiles;

Finance Dashboard of Square 
Textiles Limited

Years
Turnover 

(Tk. Crore)
Net 

Profit 
EPS 
(Tk)

NAV 
(Tk)

Profit% on 
Sales

2001 278.04 24.63 1.25 6.65 8.86%

2002 255.76 15.49 0.79 7.06 6.06%

2003 298.61 25.92 1.31 7.96 8.68%

2004 345.34 30.80 1.56 9.10 8.92%

2005 352.63 32.46 1.65 10.28 9.21%

2006 387.50 45.02 2.28 12.10 11.62%

2007 466.38 47.43 2.40 14.47 10.17%

2008 551.84 42.47 2.15 16.20 7.70%

2009 507.56 35.30 1.79 16.97 6.95%

2010 609.66 71.32 3.62 19.98 11.70%

2011 939.18 82.48 4.18 23.50 8.78%

2012 874.18 82.90 4.20 26.91 9.48%

2013 816.44 83.69 4.24 30.20 10.25%

2014 810.98 80.54 4.08 32.92 9.93%

2015-16 825.04 74.07 3.76 37.21 8.98%

2016-17 775.89 41.14 2.09 37.24 5.30%

2017-18 941.19 45.71 2.32 37.74 4.86%

2018-19 
(Q3)

719.46 35.57 1.80 37.64 4.94%

Operational dashboard of Square Textiles Limited

Years
Turnover (value 

realized) Tk. Crore
No. Spindles 
(Capacity)

No of Products 
(offering)

No. Human 
Resources

Energy Sources
Minimum 

wages ( Tk.)
Energy Cost 

(KHW)

2001 278.04 91,152 7         1,350  Natural gas 3,000 1.50

2002 255.76 91,152 8         1,365 Natural gas 3,000 1.50

2003 298.61 91,152 10         1,443 Natural gas 3,000 1.50

2004 345.34 91,152 9         1,517 Natural gas 3,000 1.50

2005 352.63 91,152 9         1,674 Natural gas 3,000 1.50

2006 387.50 91,152 10         1,709 Natural gas 3,000 1.50

2007 466.38 122,400 9         2,445 Natural gas 3,000 1.50

2008 551.84 122,400 11         2,465 Natural gas 3,000 1.50

2009 507.56 122,400 12         2,484 Natural gas (GAS) 3,000 1.50

2010 609.66 146,400 15         2,862  GAS+HFO 3,000 2.20

2011 939.18 146,400 14         3,068  GAS+HFO 3,000 3.10

2012 874.18 146,400 19         3,262  GAS+HFO 3,000 3.20

2013 816.44 146,400 24         3,424  GAS+HFO 5,300 3.50

2014 810.98 156,480 28         3,692  GAS+UPGD+HFO 5,300 4.00

2015-16 825.04 160,320 29         3,648 GAS+UPGD+REB+HFO+ Diesel 5,300 5.80

2016-17 775.89 181,136 34         3,927 GAS+UPGD+REB+HFO +Diesel 5,300 6.30

2017-18 941.19 186,896 32         3,887 GAS+UPGD+REB+HFO +Diesel 5,990 5.90

2018-19 719.46 225,296 35         4,237 GAS+UPGD+REB+HFO +Diesel 5,990 5.20
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The above figures collected from the published annual 
reports of Square Textiles Limited. It shows the changes 
in the profitability, product diversification, changes 
in cost for HR and Energy, use of HR/ spindle and 
investment production capacity and product diversity. 
Square Textiles Limited has been maintaining Category 
A according to criteria of DSE since 2001. The graph 
shows the restless efforts for growth over the years 
but net profit ( net value realization was declined due 
to competition and other issues)

Insight of Transformation of Square 
Textiles Limited
Mr. Taslimul Hoque, General Manager, Operations of 
Square Textiles Limited has shared the insight of the 
transformation process, who has been working in the 
transformation team since 2002(17 years) in different 
capacity of Square Textiles Limited.

Clear Vision and Support of Board of 
Directors
The transformation in Square Textiles Limited required 
a number of changes in overall management process. 
These changes helped Square Textiles to achieve higher 
efficiency. Process automations, Introducing integrated 
enterprise resources planning system, adopting more 
energy efficient solutions and going towards more 
renewable energy, etc. are some of the changes.

All these changes have vast impact and therefore 
these concepts required the support from the top 
management of the organization. Members of the Board 
of Directors were very much clear about transforming 
Square Textiles into an efficient and sustainable 
organization and whole heartedly supported these 
initiatives. This strong support from top management 
was crucial for the successful implementations and the 
positive results associated with them.

Team Ownership
This transformation effort successfully included the 
employees of different levels. Employees owned the 
concepts and actively formulated the implementation 
plans. Their collective efforts and dedication for 
application of plans made transformation smooth and 
successful.

Professional Excellence
The transformation activities allowed the professional 
experts (i.e. Textile Engineers, Mechanical Engineers, 
Professional Accountants, Human Resources Specialists 
etc.) of the organization to contribute with their own 
professional skills. The situation was very tough and 

therefore the turnaround required innovative and 
new solutions. The congenial atmosphere created by 
the organization helped to bring out the professional 
commitments and excellence from inside the 
organization.

Epilogue
We all understand and agree that a sustainable 
and successful Ready Made Garments (RMG) sector 
requires the presence of robust and efficient spinning 
sector in Bangladesh. So, government extended favorable 
policy supports to spinning sector during early nineties. 
Spinning business was profitable at that time even with 
its inefficiencies. Now the policy supports are much 
less, moreover the input costs are increasing and so 
does the competition. So margins are drying up quickly.

In the same time, the RMG sector passed through 
many changes. RMG sector now needs more variety 
with shorter delivery lead time and competitive prices 
from the Spinning sector. Otherwise, both the sectors 
will suffer. So, it is very much important for Bangladeshi 
spinning factories to create an efficient system of 
serving the requirement of export oriented RMG 
sector in a meaningful way for both of them.

A successful transformation towards higher efficiency 
is the only answer for the survival of a Bangladeshi 
spinning enterprise.

Disclaimer:
This paper is the opinion of the writer based of the 
published figures, case study on the relevant issues 
and his professional experience. It is not the opinion 
or views of the institute (ICMAB) or any organization 
referred in this paper.  

With consistent pace of 
continuous growth, total 
number of manufacturing 
industries grew to nearly 

5000. Today overall of impact 
of this multibillion-dollar 
manufacturing and export 
business is certainly social 
and economic stability in 

contemporary Bangladesh.
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The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue, Mr. 
Mohammad Samsul Arefin ACMA (UK), CGMA, FCMA has taken the responsibility to update 
the reflection on some latest pronouncements by IASB in their website. 

Mr. Arefin has been working as Head of Internal Audit & Compliance in RAK Ceramics 
(Bangladesh) Limited. 

IFRS Update

Primary Financial Statements:
The International Accounting Standards Board met 
on 17th June 2019 to discuss on following matters 
mostly relating to some contents in Financial 
Statements Like:

• classification of exchange differences, and gains 
and losses on derivatives, in the statement(s) of 
financial performance;

• classification of expenses relating to investments;

• income tax effects relating to management 
performance measures;

• differences between management performance 
measures and segment measures of profit or loss; 
and

• transition requirements and the effective date of 
any new or amended Standard arising from the 
project.

Classification of exchange differences, 
and gains and losses on derivatives, in 
the statement(s) of financial perfor-
mance:
The Board tentatively decided:

a) to clarify that an entity is required to classify 
foreign exchange differences included in profit or 
loss in the same sections of the statement(s) of 
financial performance as the income and expenses 
arising from the items that gave rise to the foreign 
exchange differences.

b) for financial instruments designated as hedging 
instruments in accordance with IAS 39 Financial 
Instruments: Recognition and Measurement or 
IFRS 9 Financial Instruments, to require an entity 
to classify gains and losses included in profit or 
loss on those hedging instruments:

i. in the operating section, if the instrument is 
used to manage risks relating to the entity’s 
main business activities—except when doing 
so would require the grossing up of gains and 
losses;

73 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-03, MAY-JUNE 2019



ii. in the financing section, if the instrument is used 
to manage risks relating to the entity’s financing 
activities-except when doing so would require 
the grossing up of gains and losses; or

iii. in the investing section in all other cases-
including in the circumstances set out in (i) and 
(ii) involving the grossing up of gains and losses.

c) to require an entity to also adopt the classification 
set out in (b) for gains and losses included in profit 
or loss on a non-designated derivative-except 
when such a classification would involve undue 
cost or effort. In such cases, an entity shall classify 
gains and losses on the derivative in the investing 
section. 

d) to clarify that an entity is required to classify gains 
and losses included in profit or loss on a non-
designated non-derivative financial instrument in 
accordance with the Board’s definitions of the 
sections.

Expenses from investments
The Board tentatively decided to include incremental 
expenses related to an entity’s investments in the 
investing section of the statement(s) of financial 
performance. Incremental expenses are those 
expenses that the entity would not have incurred 
had the investments not been made

Determining the income tax effect of 
management performance measure 
adjustments
The Board tentatively decided to:

a. specify that the income tax effect of items 
reconciling the management performance 
measure to the most directly comparable total 
or subtotal defined by IFRS Standards should 
be determined based on a reasonable pro rata 
allocation of the current and deferred tax of the 
entity in the tax jurisdiction concerned; or by 
another method that achieves a more appropriate 
allocation in the circumstances. 

b. require an entity to disclose how, in its particular 
circumstances, the income tax effect of 
management performance measure adjustments 
has been determined.

Differences between management 
performance measures and segment 
measures of profit or loss
The Board tentatively decided not to require an 
entity to disclose how and why a management 
performance measure differs from the total of the 

measures of profit or loss for its reportable segments. 
(This decision reverses a previous Board decision.)

Transition requirements and effective 
date
The Board tentatively decided to:

require an entity to apply the general requirements 
concerning the retrospective application of changes 
in accounting policies, as set out in IAS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors.

The Board will discuss at a future meeting permission 
to begin the balloting process for the exposure draft.

Property, Plant and Equipment: 
Proceeds before Intended Use 
(Amendments to IAS 16):
The proposed amendments to IAS 16 Property, 
Plant and Equipment would prohibit an entity from 
deducting from the cost of an item of property, plant 
and equipment (PPE) any proceeds from selling items 
produced while bringing that asset to the location 
and condition necessary for it to be capable of 
operating in the manner intended by management. 

The Board tentatively decided:
a. to amend IAS 16 to require an entity to identify 

and measure the cost of items produced before 
an item of PPE is available for use applying the 
measurement requirements in paragraphs 9–33 of 
IAS 2 Inventories.

b. to develop neither presentation nor disclosure 
requirements for the sale of items that are part of 
an entity’s ordinary activities.

c. for the sale of items that are not part of an entity’s 
ordinary activities (and to which an entity does 
not apply IFRS 15 and IAS 2), to require an entity 
to:
i. disclose separately the sales proceeds and 

their related production costs recognized in 
profit or loss; and

ii. specify the line item(s) in the statement 
of profit or loss and other comprehensive 
income that include(s) the sales proceeds and 
the production costs.

d. not to amend IFRS 6 Exploration for and Evaluation 
of Mineral Resources or IFRIC 20 Stripping Costs 
in the Production Phase of a Surface Mine as a 
consequence of these proposed amendments.

The Board will discuss due process steps at a future 
meeting. 
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UPDATE ON
Dhaka Stock Market

The Journal is running a series of updates on Dhaka Stock Market. In this issue 
of  THE COST & MANAGEMENT,  A K M Shahidul Kirmany ACMA(UK), 
CGMA, FCMA has given a reflection of relevant changes and updates on 
the Dhaka Stock Market. The analysis of the Dhaka Stock Market has been 
done considering the period from May 1, 2019 to June 30, 2019. Mr. Kirmany 
is presently working with the VIPB Asset Management Company Limited as 
Chief Operating Officer.

Macro-economy Update
Budget

Budget in Brief BDT bn 

Particulars FY18* FY19 FY19* FY20

Revenue 2,639 3,433 3,166 3,778

Tax revenue 2,322 3,059 2,896 3,401

Non Tax Revenue 273 334 270 377

Foreign Grant 45 41 - -

Expenditure 3,715 4,646 4,425 5,232

Non Dev. Expenditure 2,178 2,517 2,477 2,779

Dev. Expenditure 1,537 1,797 1,734 2,117

Overall Deficit -1,120 -1,253 -1,259 -1,454

Net Foreign Borrowing 416 500 472 680

Domestic Borrowing 660 712 787 774

From Banks 199 420 309 474

From NSD and Others 440 262 479 300

* Revised Budget

• The Finance Minister, AHM Mustafa Kamal, FCA, 
announced the budget for FY20 on 13 June 2019. 
Government expects that Bangladesh would 
achieve GDP growth of 8.1% in FY19 and 8.2% in 
FY20 while inflation would remain within 5.5%.

• Government has set an expenditure target of BDT 
5.2tn in FY20, 18.2% higher than last year. 72.2% 
of the expenditure would be met by revenue and 
the rest 27.8% would be financed by domestic and 
foreign sources. 

• Government has set a revenue target of BDT 
3.8tn in FY20, 19.3% higher than last year. During 
FY17 and FY18, revenue target fell short by 7.2% 
and 8.3% respectively. Currently, VAT is the highest 
contributor (32.6%) to the revenue account. 
Government plans to implement the VAT Law-
2012 from FY20. Along with the standard VAT rate 
of 15.0%, there will be reduced rates of 5.0%, 7.5% 
and 10.0% for specific goods and services.

• Government targets to increase the revenue to 
GDP ratio from 10.0% in FY18 to 14.0% in 2021. 

• Human resource (Education and health) sector 
receives the highest allocation (27.0%) of annual 
development program (ADP). Communication 
Infrastructure, Agriculture & Rural Development 
and Energy Infrastructure will receive 26.0%, 21.0% 
and 14.0% of ADP respectively. 

• Overall deficit widened 15.4% from last year, 
standing at BDT 145tn. Government plans to 
finance 47.0% of the deficit through foreign 
borrowing and 53.0% through domestic borrowing. 
The target of foreign borrowing is 44.0% higher 
than last year. 
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• In terms of sources of domestic borrowing, 
government has shifted preferences from national 
saving certificate to banking sector. Banking sector 
borrowing to total domestic borrowing were 
30.0% and 39.0% respectively in FY18 and FY19 
budget. In FY20, the ratio has been increased to 
61.0%. 

• For individual investors, government has increased 
the tax free dividend limit from BDT 25,000 to 
BDT 50,000. Moreover, government will provide 
2.0% incentive on money remitted by expatriates. 

• The parliament passed the Finance Bill 2019 with 
some changes in value-added tax (VAT) and in the 
policy of capital market and handloom industry. 
The bill requires to payout a minimum of 30% of 
net profit in terms of stock and cash dividend at 
the same percentage. If the percentage of the stock 
dividend remains higher than cash, 10.0% tax will 
be imposed on the announced stock dividend. The 
bill will also impose 15.0% tax on surplus retained 
earnings, any reserve or other equity except 
the paid up capital of a listed company, if these 
accumulated equity except paid-up capital exceeds 
50.0% of the paid up capital in the aforesaid income 
year. 

• All corporate tax rates have been kept unchanged. 
The higher tax on profits from national savings 
instruments from this fiscal year will be applied 
on both new and old certificates, in a blow to the 
fixed income population. In the budget for fiscal 
2019-20, the government imposed a 5.0% tax at 
source on the profit on savings certificate along 
with the previous 5.0%. 

• Whitening black money - Undisclosed money 
can be invested in Economic Zone and High-Tech 
Parks without questioning the sources of invested 
fund after paying 10% tax.

• Reducing expenses of real estates - Bringing down 
the stamp duty and registration fee.

• Continuing tax advantage facility for RMG and 
textile companies 

- Readymade garments: tax rate 12% 

- Green factories of readymade garments: tax rate 
10% 

- Textile sector: tax rate 15% 

- proposed to continue this reduced tax rate after 
30 June 2019 

• Remittance hit an all-time high of USD 16.4bn 
in FY19, 9.5% higher compared to last fiscal year, 
lending some breathing space to the central bank 
as it continues to sell US dollars to maintain the 
exchange rate.

Stock Market Updates (May 1, 2019 
to June 30, 2019)
• The benchmark index of Dhaka Stock Exchange 

(DSEX) was up by 2.55% during the period. 

Changes in Indices (May 1, 2019 to June 30, 
2019)

Index Open Close Point Change % Change

DSEX     5,286.75    5,421.62        134.87 2.55%

DSES     1,224.97    1,244.69         19.72 1.61%

DS30     1,870.58    1,929.09         58.51 3.13%

DSE Performance (May 1, 2019 to June 30, 
2019)
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DSEX and Turnover movement 

• Top ten gainers and losers in terms of 
market price from May 1, 2019 to June 30, 
2019

Top ten gainer Top ten loser

TICKER GAIN (%) TICKER LOSS (%)

GLOBALINS 142.64% RUPALILIFE -31.57%

1STPRIMFMF 59.52% BEACHHATCH -23.50%

PARAMOUNT 46.85% SONARBAINS -23.46%

JMISMDL 39.80% IPDC -23.10%

CITYGENINS 38.76% AL-HAJTEX -21.47%

PRAGATIINS 38.06% STANDARINS -19.20%

BGIC 29.69% MEGCONMILK -18.89%

FEDERALINS 29.13% DULAMIACOT -18.78%

NORTHRNINS 28.32% SONARGAON -15.83%

PRIMEINSUR 27.85% MEGHNAPET -14.69%
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• Ten banks, including six state-owned entities, 
suffered BDT 183.8bn in capital shortfall at the 
end of March quarter this year due to high non-
performing loans, according to central bank data. 
The capital shortfall in the banks dropped 31.1% 
per cent or BDT 83.0bn at the end of March 2019, 
considering the shortfall stood at BDT 266.9bn 
capital shortfall at the end of December, 2018.

• Six of the eight state banks faced capital shortfall 
in the 1QCY2019, as Agrani, BASIC, Janata, Rupali, 
Bangladesh Krishi and Rajshahi Krishi Unnayan 
had combined capital shortfall of BDT 159.5bn 
according to Bangladesh Bank.

• Most of the private banks saw their operating 
profits edge up in the first half of the year despite 
the ongoing liquidity crisis and a decline in credit 
growth. Growth in operating profit ranged from 
2-120%. Islami Bank Bangladesh 19.8% YoY growth, 
while City Bank reported a 39.0% jump YoY in 
operating profit relying on mobilising low-cost 
deposits and expanding its trade finance business. 
Pubali Bank saw 21.0% while Southeast Bank 
experienced 11.0% increase.

• The Bangladesh Securities and Exchange 
Commission on June 30, 2019 ordered the Dhaka 
Stock Exchange to pay Coppertech Industries the 
subscription money of its initial public offering 
despite the fact that the bourse is yet to give listing 
approval to the company. Market experts said that 
it was one kind of pressure from the BSEC on the 
DSE to enlist the controversial company.

• Foreign investment at the Dhaka Stock Exchange 
turned negative after eight years in the just 
concluded fiscal year (2018-19) as the overseas 
investors kept withdrawing funds from the 
Bangladesh’s capital market amid volatility in the 
country’s banking sector and the stock market. The 
net foreign investment at the country’s premier 
bourse stood at BDT 1.8bn negative in FY19, which 
was the lowest after FY11 when it was BDT 4.0bn 
negative. In FY18, the net foreign investment at DSE 
was BDT 717.6mn.

• The listed companies are likely to pay BDT 10.0bn 
more in dividend in FY20 than the previous fiscal 
year to avoid the penalty tax imposed on them in 
the Finance Bill for FY20, according to a BRAC EPL 

research. The dividend payout ratio is estimated 
to increase by about 4.5% to 51.5% from current 
47.1%, posting a 10.0% jump to BDT 113.0bn 
from current BDT 103.0bn. The BDT 103.0bn 
figure represents 16.5% of the paid-up capital. All 
the listed companies altogether distributed BDT 
141.0bn in cash and stock dividends out of BDT 
216.0bn in net profits reported in the latest audited 
fiscal year.  

Disclaimer:
Investing involves risk. The value of an investment and the income 

from it will fluctuate and investors may not get back the principal 

invested. 

Past performance is not indicative of future performance. It is for 

informational purposes only. This document does not constitute 

investment advice or a recommendation to buy, sell or hold any 

security and shall not be deemed an offer to sell or a solicitation 

of an offer to buy any security.

Certain data used are derived from various sources believed 

to be reliable, but the accuracy or completeness of the data 

is not guaranteed and no liability is assumed for any direct or 

consequential losses arising from their use. This material has not 

been reviewed by any regulatory authorities.

Sources of the information:
• Website of Dhaka Stock Exchange

• Website of Ministry of Finance

• Website of Bangladesh Bank

• The Daily Financial Express

• The Daily Star

• The Daily New Age 

• Research report of BRAC EPL
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Md. Mojahidul Islam is a final level student of ICMAB and he has 
Completed 1500 marks. His home district is Khulna from where he 
has completed his SSC & HSC under Business Studies. After that, he 

has completed his MBA& BBA in Accounting & Information Systems (AIS) from the University of Rajshahi. Currently, he is working as a 
Sr. Executive, Accounts & Finance in Square Textiles Ltd. In addition, he was a FICO CTM Lead during SAP ERP Implementation Project 
of Square Textiles Division. During his education life, he was involved in various social and volunteer activities including BNCC, 
Brihattar Paikgacha Upojala Samity (RU), Member of Badhon, Police Blood Bank and Bangladesh Ex-Cadet Association (BECA).

Why do you pursue CMA education from ICMAB? Explain 
in detail.
From my childhood, I have a cherished dream that I want to 
contribute to my society, community and my family. In 2nd Year 
of my university life, one of our university teachers motivated us 
to be a competent professional accountant, which will open the 
door to be a competitive market leader with accountability and 
integrity. After that, I have gathered all information regarding the 
degree of professional Accountant available in Bangladesh and 
considering my economic condition, decided that CMA is the 
most suitable for me to fulfill my cherished dream.

How do you make a comparison between CMA education 
and other academic qualifications?
“Survival of the fittest” is the guiding principle for the 
present and upcoming future. CMA provides the competent 
player in the market in the field of Finance, Accounts, Budgeting 
& Controlling, Financial & Strategical planning and Decision 
Making with required qualitiesto lead the market. It also provides 
a global linkage through affiliation with International bodies such 
as CAPA, SAFA, IFAC, ACCA and many more.

CMA provides training facilities (like Advanced Excel, Accounting 
Software, Tax, IFRS, etc.) to the students to equip them with the 
arsenals required to survive in the competitive local and global 
market. It introduces the path of how to play in the international 
market with the global player.

The relationship among the members and students of the body 
are very co-operative, supportive and harmonious in every 
respect. 

What are the main challenges you faced in studying for 
CMA education?
After shifting from Rajshahi to Dhaka to join Square Textiles Ltd., 
all things were against me - new environment, unknown city, 
first job, and unknown people. Now time constraint is the main 
challenge in studying for my CMA Education. 

Do you think that CMA qualification will help you to get 
added advantage in the job market?
Truly speaking, already CMA education gave me added 
advantages in my workplace. My supervisors behave like a 
brother. Also, motivate and look after my progress toward 
CMA degree, which makes the working environment more 
comfortable and enjoyable. After successful completion of CMA 

degree, new avenues will be open to me to boost my career and 
to be a global player.

What are the strategy you are following to complete the 
CMA education on schedule?
Before starting the preparation of any new subject, subject-wise 
and chapter-wise proper planning and execution in due time is 
the strategy of my CMA Education. I believe that through best 
use of time and regular studywith dedication and determination, 
one can easily achieve the goal.

What do you expect to get from ICMAB as a student?
ICMAB deserves special thanks for taking various positive 
initiatives in recent years, which will certainly enhance the 
quality and skill of the students.
My expectation from ICMAB
• We should have a complete set of updated version of study manual.
• E-Library and latest version reference books should be 

available in the library.
• Android & Apple app of My ICMAB ERP system. (with all exam 

questions and solutions)
• Training facilities on current changes on IFRS, Tax& VAT, 

Advance Excel, and Prominent ERP Software on regular basis.
• We should have a blood donating formal platform.

Could you remember any memorable event during your 
study at ICMAB?
I have a lot of memories encircling ICMAB such as participating 
in the training, seminar, and festival arranged by ICMAB, getting 
introduced with the great corporate leaders. Exam day of 
Commercial and Industrial Law (CIL) was most memorable to 
me. It was a heavy rainy day and I reached exam hall after 15 
minutes. By the time I reach exam hall, I was fully wet due to 
rain. Also, the invigilator changed my sitting position two times. I 
left the exam hall before 10 minutes and passed the subject. But 
early in the morning, I thought I might not be able to participate 
in the examination.

Do you think the CMA qualification will help you to fulfill 
your aspirations?
I strongly believe that my cherished dream will come true if I can 
qualify CMA and ensure competent quality and skills. I always 
want to establish myself as a prominent corporate leader. And 
CMA is the best choice to fulfill my aspirations.  

[Interviewed by Sazedul Hoq ACMA]

This section focuses on reflections from young 
students of ICMAB and how they have been pursuing 
their CMA career path and facing challenges in CMA 
study at the beginning of their career.

World
CMA Students’
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NEWS

 Discussion on National Budget 2019-2020
The Institute organized a Post-Budget Discussion 
Session on National Budget 2019-2020 on 26 June, 
2019 at the ICMAB Ruhul Quddus Auditorium, Dhaka.

Mr. Tipu Munshi, MP, Honorable Minister, Ministry of 
Commerce, Government of the People's Republic 
of Bangladesh attended the Session as Chief Guest. 
President of ICMAB Mr. M. Abul Kalam Mazumdar 
FCMA presided over the Program apprised the 
honorable Minister about institute’s activities with 
special emphasis on Cost Audit. 

Mr. Ranjan Kumar Bhowmik FCMA, Commissioner 
of Taxes, Mr. Md. Abdur Rahman Khan FCMA, Joint 

Secretary, Finance Division, Ministry of Finance and 
Mr. Md. Mashiur Rahaman ACMA, Joint Commissioner, 
Customs and Bond Commissionerate, National 
Board of Revenue (NBR) made presentation on the 
salient features of the National Budget.

Dr. Md. Salim Uddin FCMA, Professor, University 
of Chittagong and Prof. Dr.  Sayema Haque Bidisha, 
Department of Economics, University of Dhaka 
were the panel Discussants. Mr. Md. Kausar Alam 
FCMA, Vice-Chairman, Seminar & Conference 
Committee moderated the session. Substantial 
number of CMAs attended the session.
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ICMAB Delegation Met Ministry of Industries’ Secretary on May 14, 2019

A delegation of ICMAB headed by its President Mr. M. 
Abul Kalam Mazumdar FCMA called on Mr. Md. Abdul 
Halim, Secretary, Ministry of Industries, Government of 
the People’s Republic of Bangladesh at his office on May 
14, 2019.

The ICMAB President apprised the Secretary about 
the role of Cost and Management Accountants in 
enterprise management, cost control, decision making 
and performance evaluation of business and industrial 
sectors. Besides the discussion on the matters of mutual 
professional interest, President of ICMAB also explained 
about the benefit of Cost Audit and its different aspects. 
He also pointed out that it helps improve performance 

and production efficiencies by detecting 
deviations from standards, and reasons of visible 
and invisible losses, inefficiencies, wastages etc. 
He also urged upon the need for implementing 
Cost Audit in different Sectors, in accordance 
with the decision of the government published 
through Gazette notification.

The Secretary gave the assurance of implementing 
the decision of the government with regards to 
Cost Audit. He also sought support of ICMAB 
to make its sick industries profitable. Executive 
Director Mr. Md. Mahbub Ul Alam FCMA was 
present in the meeting.

Md. Ibrahim Khalil FCMA (F-0064) passed away (Inna Lillahi 
wainna ilayhi raji’un) on June 6, 2019 at Apollo Hospital, Dhaka. His 
Namaz-e-Janaja was held on June 7, 2019 at 10:00 a.m. at Nasirabad, 
Chottogram  and he was laid to rest at Rangunia graveyard, 
Chottrogram. At last he served Anwar Cement Ltd. (Anwar Group 
of Industries) as Chief Operating Officer (COO). He was 67.

On behalf of the Institute we express condolence to his bereaved 
family and pray to the Almighty for the salvation of his departed 
soul.

We Mourn
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A delegation of ICMAB headed by its President 
Mr. M. Abul Kalam Mazumdar FCMA called on 
Mr. Md Zakir Hossain, Registrar (Additional 
Secretary), The Registrar of Joint Stock 
Companies and Firms (RJSC) at his office on May 
07, 2019.

The ICMAB President apprised the Registrar 
(Additional Secretary) of Joint Stock Companies 
and Firms (RJSC) about the role of Cost 
and Management Accountants in enterprise 
management, cost control, decision making 
and performance evaluation of business and 
industrial sectors. Besides the discussion on the 

matters of mutual professional interest, President ICMAB also explained about the benefit of Cost Audit and 
its different aspects. He also pointed out that it helps improve performance and production efficiencies by 
detecting deviations from standards, and reasons of visible and invisible losses, inefficiencies, wastages etc. He 
also urged upon the need for implementing Cost Audit in different Sectors, in accordance with the decision 
of the government published through Gazette notification.

The Registrar gave the assurance of implementing the decision of the government with regards to Cost Audit. 
He also sought support of ICMAB to make its sick industries profitable. Executive Director of the Institute 
Mr. Md. Mahbub Ul Alam FCMA was present in the meeting.

Discussion program on Fundamentals and Benefits of New VAT Act 2012

The Institute of Cost and Management Accountants 
of Bangladesh (ICMAB) arranged a Discussion 
Program on “Fundamentals and Benefits of New VAT 
Act 2012” at ICMAB Ruhul Quddus Auditorium, 
ICMAB Bhaban, Dhaka on May 16, 2019. Mr. Syed 
Mushfequr Rahman, Commissioner of Customs 
and Project Director VAT Online Project, National 
Board of Revenue (NBR) presented the key note 
paper.

President, ICMAB Mr. M. Abul Kalam Mazumdar 
FCMA presided over the function while Secretary 
of ICMAB Mr. Md. Abdur Rahman Khan FCMA 
delivered the welcome address and Vice-Chairman, 

Seminar & Conference Committee, ICMAB Mr. Md. 
Kausar Alam FCMA offered vote of thanks on the 
occasion.

ICMAB President Mr. M. Abul Kalam Mazumdar said, 
NBR will implement VAT (Value Added Tax) Act 2012 
from next fiscal year. The program was organized 
for making the members of the Institute (CMAs) 
aware of the VAT Act. Salient features of the Act was 
discussed to make the CMAs up to date about their 
knowledge to work professionally with due skill. A 
good number of CMAs took part in the program 
and participated in question & answer session which 
made the program very lively.

ICMAB delegation called on Registrar, The Registrar of Joint Stock 
Companies and Firms (RJSC)
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ICMAB Jashore Study Centre arranged Seminar & Class Orientation

Jashore Study Centre of the Institute of Cost and Management 
Accountants of Bangladesh (ICMAB) organized a seminar on “Career 
Through Global Professional Degree Like CMA” at Accounting 
Department of Govt. M. M. College, Jashore on 09, February, 2019. 
Associate Professor Md. Mofizur Rahman, Accounting Dept., Govt. 
M. M. College, Jashore attended the program as Chief Guest. Mr. 
Shamimul Islam ACMA, Director, Win Dredging & Construction, took 
part in the session on the topic as key note speaker. A good number 
of students took part in the question & answer session which made 
the program very lively.

“Class Orientation of January-June - 2019 session” at Jessore College, 
Jashore at 4:00 PM (Saturday) on 09, February, 2019 was followed on 
the same day. 
Mr. Md. MostaqHossain, Principal of Jessore College, Jashore presided 
over the Program while Mr. Mohammad Kamal Hossain ACCA, 
Chairman, AIS, Jessore University of Science and Technology, Jashore 
was present as chief guest. Mr. Shamimul Islam ACMA, Director, Win 
Dredging & Construction and Asst. Prof. Prodip Kumar Ghosh, Author 
were present in the program as  special guests. The Chief Guest 
motivated the newly admitted students for their success in passing 

CMA for a global career & bright 
future. He stated that the demand 
for professional accountants is 
huge in home and abroad. He 
welcomed and congratulated the 
newly admitted students on behalf 
of Jessore University of Science and 
Technology, Jashore and advised the 
students to reach the goal with the 
proper study and thanked Jessore 
Study Centre for arranging such 
kind of program to motivate newly 
admitted students. A number of 
senior & newly admitted students 
of Jashore Study Centre attended 
the program. The whole program 
was nicely conducted by Mr. Md. 
Mostaq Hossain and vote of thanks 
was offered to the audience by the 
special guest.
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Reception to the Newly Qualified CMAs

The Council of the Institute accorded an open hall reception to the students who passed CMA final 
examination in April 2019 special examination. The program was held on June 20, 2019 at the ICMAB Ruhul 
Quddus Auditorium. 26 students who successfully qualified to achieve the prestigious CMA degree after 
passing all the subjects of the CMA course were warmly greeted by the Office Bearers, Councilors, Members 
and Students of the Institute. Newly qualified students were briefly introduced before the audience. As a 
mark of honor, they were given seat in the dias while Councilors including seated among the audience. The 
program started with recitation from the Holy Qur’an and was followed by address of welcome by the Past 
President Mr. Arif Khan FCMA. He mentioned that CMAs now a days are no more number crunchers. They 
are the managers, value creators and business partners. So CMA should change their thinking and try to act 
accordingly to build their career. The newly qualified CMAs then shared their feelings of joining the CMA 
family and narrated some of their stories of struggle, hopes and inspirations during their arduous journey as 
a CMA student. The CMAs expressed firm commitment to uphold the image of the profession. Past President 
Mr. Jamal Ahmed Choudhury FCMA mentioned that as a professional they should remain committed to their 
responsibilities to the society. All the newly qualified CMAs put their signature with comments in the CMA 
graduation signature book. The program was conducted by ICMAB Secretary Mr. Md. Abdur Rahman Khan 
FCMA. Mr. Md. Mahbub Ul Alam FCMA, Executive Director of the Institute offered vote of thanks. A large 
number of Fellow & Associate Members and students of the Institute attended the program.
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Prof. Etmina Ahmed, Wife of Past President Mr. Muzaffar Ahmed FCMA handed over a Cheque of amount Tk. 
200,000 (Two lacs) to the President of ICMAB Mr. M.  Abul Kalam Mazumdar FCMA on behalf of the Muzaffar 
Ahmed Memorial (ICMAB) Trust for award of Scholarship on May 25, 2019.  Ms. Mehrin Ahmed Mahbub 
daughter of Mr. Muzaffar Ahmed and Mr. Md. Mahbub Ul Alam FCMA, Executive Director of the Institute were 
present on the occasion.

A team from ICMAB led by its President of the Institute Mr. M. Abul Kalam Mazumdar FCMA attended a 
meeting with Chairman NBR on the eve of national budget 2019-20. Mr. Mosharraf Hossain Bhuiyan NDC, 
Senior Secretary, IRD and Chairman, NBR presided over the meeting. ICMAB President along with Executive 
Director presented ICMAB’s recommendations on national budget. The Chairman and other members of 
NBR appreciated the recommendations made by ICMAB. 

Scholarship Cheque of Muzaffar Ahmed Memorial (ICMAB) Trust 
handed over to the ICMAB President

Budget Proposals to NBR
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A farewell ceremonywas held on May 22, 2019 on 
the occasion of retirement of Mr. Md. Abu Hassan, 
Deputy Director (F & A) and Mr. Md. Monirul Islam 
Bhuiyan, Assistant Director (MA) of ICMAB. Mr. 
Hassan and Mr. Monirulhad successfully served in 
the Institute about 29 and 34 years respectively. 
They were very sincere and committed to the job 

ICMAB arrangement 
established a 
collaborative with 
Concord Group of 
Companies from 
which both parties are 
expected to be mutually 
benefited. Under this 
agreement, ICMAB will 
get the following benefits 
from the Concord 
Group of Companies:

1. Wnenever vacancy arises in Finance and Accounts function in Concord Group of Companies, they will 
request ICMAB for suitable resumes. Company will shortlist among those potential candidates and finalize 
to employ for Concord Group of Companies in respective position/s; 2. In case of a critical issue, company 
will seek for expert support from ICMAB. Thus, ICMAB as an institute is expected to suggest best possible 
solutions to the issues 3. ICMAB as an organization, during their visit for any Get-together/Picnic, will receive 
50% discount on all rides in Fantasy Kingdom Complex and Foy's Lake Complex; 4. For Fantasy Kingdom 
Complex and Foy's Lake Complex Resort visit, ICMA members will get the privilege of 10% - 15% discount; 
5. Concord Group of Companies will provide 50% discount coupons once in a year to existing ICMAB 
members during that period along with a validity of the coupon; 6. ICMAB members, if intend to get/have 
interior service from Concord Group of Companies either for professional or personal purpose, they will 
get the service with no design cost.

The signing ceremony was held on June 28, 2019 at ICMAB Ruhul Quddus Auditorium, Dhaka. Mr. M. Abul 
Kalam Mazumdar FCMA, President of ICMAB was the Chief Guest while Mr. Nazmul Hossain Shahin, SPHRi, 
Executive Director – HRD, Concord Group of Companies was the Special Guest on the occasion. Mr. 
Faroque Ahmed, Manager-Business Support of Director – Compliance, Concord Group of Companies and 
Mr. S.M. Zahir Uddin Haider FCMA, Chairman, Placement Committee 2019 of ICMAB were the Witnesses of 
the agreement. Past President of ICMAB Mr. Mohammed Salim FCMA and Executive Director of ICMAB Mr. 
Md. Mahbub Ul Alam FCMA were present in the ceremony.

Farewell to Mr. Md. Abu Hassan and Mr. Md. Monirul Islam Bhuiyan

MoU signed between ICMAB and Concord Group of Companies

and dedicated to the Institute. Everybody present in 
the ceremony remembered their contribution with 
due respect. Finally, Do’a Mahfil followed by ICMAB 
Official’s Ifter Party was arranged. Past President Mr. 
Mohammed Salim FCMA, Executive Director Mr. 
Md. Mahbub Ul Alam FCMA and a large number of 
Officers and Staff of the Institute were present in 
the ceremony.

85 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-03, MAY-JUNE 2019



April-2019
Special Examination Results
CMA

The Institute of Cost and Management Accountants of Bangladesh has published the results of the CMA 
April-2019 Examination held at Dhaka, Chattogram, Khulna, Rajshahi, Cumilla, Doha (Qatar) and UK centers. 
The Names & Roll numbers of the students who have passed CMA Final Examination and the roll numbers 
of the students are given below:

Muhammed Abul Kalam
Dhk-21619

Abul Kalam Azad
Dhk-21472

A.S.M. Najmus Sakib
Dhk-21189

Md. Harun-Or-Rashid
Dhk-21261

Md. Sumon Hossain
Dhk-21429

Mousumi Akter
Dhk-21418

Amar Krishna Chakraborty
Dhk-21374

Md. Harun-Ur- Rashid
Dhk-21366

Muntasir Ahmed
Dhk-21760

Md. Azimul Hossain
Dhk-21333

Sree Shimul Das
Ctg-03137

Ananta Kumar Sarker
Dhk-21778

Passed CMA Final Examination:

Md. Masud Rana
Dhk-21294

Israt Jahaan Bhuiyan
Dhk-21324

Md. Golam Rasul
Dhk-21312

G.M. Akram Hossain
Dhk-21979
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Omer Farooque
Dhk-21260

Ms. Sanzida Easmin
Dhk-21351

Md. Selim Reza
Dhk-21149

Jinat Ahmad
Dhk-21423

Mamun Ali Khan
Dhk-21176

Mohammed Rashed Hossain
Dhk-21618

Mohamad Nurul Alam
Dhk-21978

Abul Kalam Azad Khan Chowdhury
Dhk-21251

Md. Mostafizur Rahman
Dhk-21935

Afroja Akter
Dhk-21156

Dr. In-Ki Joo President of the 
International Federation of 
Accountants (IFAC) with 
Mr. M. Abul Kalam 
Mazumdar FCMA President 
of the ICMAB while 
attending the 
SAFA International 
Conference in Kathmandu, 
Nepal on April 04, 2019. 
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The Dhaka Branch Council (DBC) 
of the ICMAB organized a discussion 
session on “The Role of Zakat for 
Socio-Economic Development” & Iftar 
and Do’a Mahfil & Kids’ Holy Quran 
Recitation Competition on May 18, 
2019 at DBC Floor, ICMAB Bhaban, 
Nilkhet, Dhaka. The Program was 
presided over by DBC Chairman Mr. 
Md. Abdus Satter Sarkar FCA, FCMA. 
Mr. Md. Rafiqul Islam Al-Madani, 
Associate Professor, Asian University, 
Khatib, Uttara Central Jame Masjid 
and Religious Discussant at NTV, Rtv 
and Boishakhi TV was guest speaker & 
key resource person. Among others, 
past presidents and council members 

The DBC of the Institute organized a Foundation 
Day observation program of DBC on May 30, 2019. 
The 1st Dhaka Branch Council was formed on May 
30, 1986. DBC celebrated the date 2nd time ever 
to record it as a milestone for the Dhaka based 
members. DBC Chairman Mr. Md. Abdus Satter 

BRANCH
COUNCILS activities

DBC News

Discussion Session on “The Role of Zakat for Socio-Economic Development” & 
Iftar and Do’a Mahfil & Kids’ Holy Quran Recitation Competition

Foundation Day observation of DBC

of ICMAB, past chairmen, current office bearers and other council 
members of DBC and a large number of fellow and associate 
members of ICMAB along with their family were present on 
the occasion. The function included prize distribution among the 
winners of the Kids' Holy Quran Recitation Competition. Finally, 
Do’a Mahfil followed by DBC Iftar party was arranged and a 
Munajat was offered.

Sarkar FCA, FCMA presided over the program. 
Among others, past presidents, council members 
& DBC ex-chairmen of the Institute spoke on 
the occasion.  A large number of members of the 
Institute were present and actively participated in 
the program.
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DBC NewsBRANCH COUNCILS activities

The Dhaka Branch Council (DBC) of the ICMAB organized a Certificate Course on Income Tax Management 
titled “How to manage the appeal, tribunal and high court cases of income tax effectively and efficiently” 
Module-5 on June 13, 2019 at ICMAB Annex Building, ICMAB Bhaban, Nilkhet, Dhaka. The Program was 
presided over by DBC Chairman Mr. Md. Abdus Satter Sarkar FCA, FCMA. Dr. Md. Anwar Ullah FCMA, 

Additional Inspector General, Ministry of Labour and Employment, Government of Bangladesh was present 
as the Session Chairman. Mr. Sudhangsu Kumar Saha ACMA, Deputy Commissioner of  Taxes (DCT), National 
Board of Revenue, GOB, was present as the key resource person. Among others, Institute's past president, 
DBC’s past chairmen, current office bearers and other council members of DBC and a large number of fellow 
and associate members of ICMAB were present and actively participated in the program. Mr. Safiul Azam 
FCMA, Council Member of DBC offered welcome address and nicely conducted the program. Mr. Muhammad 
Nazrul Islam FCMA, Treasurer of DBC offered vote of thanks.

DBC World Cup Cricket Fest 2019

Certificate Course on Income Tax Management, Module-5:

The Dhaka Branch Council (DBC) of the ICMAB organized DBC World Cup Cricket Fest 2019 on June 
02, 2019 at DBC Floor, Members’ Lounge, ICMAB Bhaban, Nilkhet, Dhaka. The Program was presided over 
by DBC Chairman Mr. Md. Abdus Satter Sarkar FCA, FCMA. Mr.  A. K. M. Delwer Hussain FCMA, past 
president of ICMAB was present at the program and inaugurated the opening ceremony. Among others, 
council members and past presidents of ICMAB, past chairmen, current office bearers and other council 
members of DBC and a large number of fellow and associate members of ICMAB were present and actively 
participated in the program.
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DBC NewsBRANCH COUNCILS activities

The Dhaka Branch Council (DBC) of the ICMAB organized a Round Table Discussion on “Tax, Tariff & Trade 
Policies for Inclusive Economic Growth” on June 17, 2019 at ICMAB Ruhul Quddus Auditorium, ICMAB 
Bhaban, Nilkhet, Dhaka. The Program was presided over by DBC Chairman Mr. Md. Abdus Satter Sarkar 
FCA, FCMA. Mr. Md. Mosharraf Hossain Bhuiyan, NDC, Senior Secretary, Internal Resources Division (IRD) 
and Chairman, National Board of Revenue (NBR), Ministry of Finance, Government of the Peoples Republic 
of Bangladesh was present as the Chief Guest. Dr. Jamaluddin Ahmed FCA, Board of Director, Bangladesh 
Bank, Mr. Mohammad Ali Khokon, President, Bangladesh Textile Mills Association (MTMA) and Mr. Manwar 
Hossain, Group Managing Director, Anwar Group of Industries (AGI) were present as the panelists. Dr. 
Mahmood Osman Imam, FCMA, Professor of Finance, University of Dhaka moderated the session. Among 
others, Institute's Vice-President, Mr. Jamal Ahmed Choudhury FCMA, Secretary Mr. Md. Abdur Rahman Khan 
FCMA, Past Presidents of ICMAB, Past Chairmen, current office bearers and other council members of DBC 
and a large number of fellow and associate members and students of ICMAB were present and actively 
participated in the program. Dr. Syed Abdulla Al Mamun FCMA, Secretary of DBC offered welcome address 
and nicely conducted the program.

The Dhaka Branch Council (DBC) of ICMAB 
organized a workshop on “Bank Financing 
(Module-2): International Trade Financing (LC-
Sight, Deferred, UPAS, relevant incoterms, 
rules, regulations, guidelines, mode of Financing 
etc.)” for ICMAB Members on June 22, 2019 
at ICMAB Bhaban, Nilkhet, Dhaka. Mr. Md. 
Abdus Satter Sarkar FCA, FCMA, Chairman 
of DBC presided over the session. Mr. Mannan 
Bapari ACMA offered welcome address and 
introduced the Resource Person. Mr. Md. Mamunur Rashid Molla, Deputy Managing Director, SBAC Bank Ltd. 
was present as the Chief Guest. Dr. Shah Md. Ahsan Habib, Director (Training) & Coordinator, BIBM-Frankfurt 
School Joint Certification Program, BIBM spoke at the session as the Resource Person. A good number of 
members and students were present and actively participated in the session. Dr. Syed Abdulla Al Mamun 
FCMA, Secretary of Dhaka Branch Council offered vote of thanks.

Round Table Discussion on “Tax, Tariff & Trade Policies for Inclusive Economic 
Growth”

DBC workshop on "Bank Financing (Module-2): International Trade Financing 
(LC-Sight, Deferred, UPAS, relevant incoterms, rules, regulations, guidelines, 
mode of Financing etc.)”
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DBC NewsBRANCH COUNCILS activities

The Dhaka Branch Council (DBC) of ICMAB 
organized a Day-long Certificate Training Course on 
“Soft skills development: Learn, adapt and accelerate” 
(Batch-1) for ICMAB Members on June 28, 2019 at 
Annex Building, ICMAB Bhaban, Nilkhet, Dhaka. Mr. 
Md. Abdus Satter Sarkar FCA, FCMA, Chairman of 
DBC presided over the session. Dr. Syed Abdulla Al 
Mamun FCMA, Secretary of Dhaka Branch Council 
offered welcome address. Dr. Mahmood Osman 

Imam FCMA, Professor of Finance Department, University of Dhaka was the Chief Guest. Mr. Md. Touhidul 
Alam Khan, FCMA, Deputy Managing Director & Chief Business Officer of Prime Bank Limited was present as 
course director. Mr. Saif Ul Alam Md. Al-Amin, Senior Vice President, Prime Bank Ltd. spoke on the session as 
the Resource Person.  A good number of members were present and actively participated in the session. Mr. 
Md. Bakhtiar Alam FCMA, Vice-Chairman of Dhaka Branch Council offered vote of thanks. Mr. Mannan Bapari 
ACMA nicely conducted the session.

Two-days training program on "New VAT Law and Its 
Implementation" was organized by the DBC of ICMAB at 
ICMA Bhaban, Nilkhet, Dhaka on June 28 & 29, 2019. The 
program was presided over by DBC Chairman Mr. Md. Abdus 
Satter Sarkar FCA, FCMA. The program was moderated by 
Mr. Jayanta Kumar Podder FCMA. Resource person of the 
program was Mr. Md. Fakrul Alam, Commissioner, Customs, 
Excise & VAT of NBR.  Large number of corporate executives 
including ICMAB members attended the training program.

The Dhaka Branch Council of 
the Institute organized “DBC 
Eid-Reunion and Raffle Draw 
Program of DBC Members 
Family Day 2019 followed by 
Fellowship Dinner” on June 
29, 2019 at DBC Floor in the 
CMA Bhaban, Nilkhet, Dhaka. 
Mr. Md. Abdus Satter Sarkar 
FCA, FCMA, Chairman of DBC 
presided over the program. 
Mr. Rafiq Ahmad FCMA, Past 
President of the Institute was 

present in the program as the principal speaker.  Among others, President, past Presidents, Council Member 
& DBC Ex-Chairmen of the Institute spoke on the occasion.  A large number of member of the Institute were 
present and actively participated in the program. 

Day-long Certificate Training Course on “Soft skills development: Learn, adapt 
and accelerate” (Batch-1)

2-days Training on New VAT Law and Its Implementation

Eid-Reunion & Raffle Draw Program
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BRANCH
COUNCILS activities

CBC News

Pahela Baishak-1426 and Milon 
Mela was held on May 02, 2019 
at CMA Bhaban, Chattogram. 
Chattogram based Members 
along with their spouses and 
children attended the program. 

Various kinds of games were 
arranged for the Members, 

Spouses and children. They enjoyed the games very much. Every body participated in the cultural program.

At the end they enjoyed the Baishaki Dinner arranged by Chattogram Branch Council of ICMAB. 

Chattogram Branch Council of ICMAB organized a discussion Program on “Finance in Islam (Golden Age & 
Today”) & Iftar Mahfil on May 20, 2019 at Ambrosia Restaurant, Agrabad, Chattogram. 

Mr.  Md. Moazzam Haider FCMA, Chairman, Chattogram Branch Council of ICMAB presided over the 
Program while Mr. Md. Salamat Ullah FCMA, Project Director, Bengal Synthetic Fibers Ltd. (Salim & Brothers) 
attended the program as Session Chairman and  Dr. Mostafa Kamil Madani, Professor, Quranic Science & 
Islamic Studies, Faculty of Shariah, International Islamic University (IIUC), Chattogram was present as Key 
discussant.  All esteemed members of the Institute based in Chattogram attended the program. 

Pahela Baishak-1426 & Milon Mela

Discussion Program on “Finance in Islam (Golden Age & Today”) & Iftar Mahfil.
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CBC NewsBRANCH COUNCILS activities

Chattogram Branch Council of ICMAB 
organized a Discussion & Doah Mahfil for 
Late Md. Ibrahim Khalil FCMA on June 
13, 2019 at CMA Bhaban, Chattogram. 

Mr. Mohammed Mohiuddin FCMA, past 
president, ICMAB conducted while 
Chairman, CBC presided over the 
program. 

Senior Fellow Members and his colleagues attended the program and participated the discussion. Among 
others Mr. Fariduddin Ahmed FCMA, Mr. Md. Salamat Ullah FCMA, Mr. Md. Shafiqul Islam FCMA, Mr. Md. Imam 
Uddin Noori FCMA, Mr. Md. Arshad Ullah FCMA, Mr. Md. Shaifur Rahman Mazumder FCA, FCMA, Mr. Md. 
Anisur Rahman Chowdhury FCMA & Mr. Mohammad Jamal Mia FCMA took part in the discussion. A crest 
from CBC of ICMAB was given to the only Son of Late Md. Ibrahim Khalil FCMA.

Chattogram Branch Council of 
ICMAB organized Eid Reunion 
program on June 15, 2019 at 
CMA Bahban, Chattogram for the 
members based in Chattogram. 

Members with their spouses and 
family attended the program. They 
enjoyed the cultural program and 
exchanged Eid greeting with each 
other. 

The program was followed by dinner. Chairman, CBC thanked the members who participated in the program 
and also thanked the concerned officials for successfully organizing the program.

Discussion & Doah Mahfil for Late Md. Ibrahim Khalil FCMA

Eid Reunion-2019
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Chattogram Branch Council of The Institute of Cost and Management Accountants of Bangladesh (ICMAB) 
organized a CPD Program on “The Sustainable Development Goals –SDGs: A Universal Call for Transforming 
our World.” was held recently at CMA Bhaban, Agrabad, Chattogram. Mr. Md. Moazzam Haider FCMA, 
Chairman, Chattogram Branch Council of ICMAB presided over the Program while Mr. M. Solaiman FCMA, 
Sr. Vice-President, Salim & Brothers Group of Industries, Chattogram was present as Session Chairman of 
the program. Professor Dr. Md. Salim Uddin FCA, FCMA, Professor, Department of Accounting, Chottogram 
University and Chairman, Bangladesh House Building Finance Corporation-BHBFC was the paper presenter 
of the program. A large number of Fellow & Associate members of ICMAB of Chattogram Branch participated 
in the program.  The whole program was conducted by Mr. Shahidul Hoque, FCMA, Secretary CBC and vote 
of thanks was offered by Mr. Mohammed Mozammel Hossain FCMA, Vice-Chairman, CBC.

ICMAB, Chattogram Branch Council delegate meets with the Newly Elected BGMEA Office Bearer for the 
year 2019-2021 lead by CBC Chairman Mr. Md. Moazzam Haider FCMA and others.

The Sustainable Development Goals –SDGs: A Universal Call for Transforming 
our World.

Meeting with BGMEA Office Bearer

CBC NewsBRANCH COUNCILS activities
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ICMAB Treasurer Prof. Dr. Swapan Kumar Bala FCMA at CAMLCO Conference 2019

In continuation of earlier 
years, Bangladesh Securities 
and Exchange Commission 
(BSEC) in association with 
Bangladesh Financial Intelligence 
Unit (BFIU) organized the 
CAMLCO (Chief Anti-Money 
Laundering Compliance Officer) 
Conference 2019 for the Capital 

Market Intermediaries (CMIs) at Hotel Ocean Paradise, Cox’ Bazar, on 21-22 June 2019 in order to make awareness 
on the recent development on anti-money laundering (AML) and combating financing of terrorism (CFT). The inaugural 
session was chaired by Mr. Md. Zakir Hossain Chowdhury (Operational Head, BFIU), where Chief Guest was Dr. M. 
Khairul Hossain (Chairman, BSEC), Special Guests were Mr. Abu Hena Mohd. Razee Hassan (Head, BFIU), Prof. Helal 
Uddin Nizami (Commissioner, BSEC) and Dr. Swapan Kumar Bala FCMA (Commissioner in charge of AML-CFT, BSEC). 
BSEC’s Focal Point on AML-CFT Ms. Ruksana Chowdhury FCMA and Mr. Habibur Rahman Talikder (Deputy General 
Manager, BFIU) gave welcome speeches on behalf of their respective organizations. On the second day (22 June 2019) 
Dr. Bala was the Chief Guest at the Working Session for CAMLCOs from Chittagong Stock Exchange’s TREC (Trading 
Right Entitlement Certificate) Holders, Merchant Banks, Asset Management Companies and Securities Custodians. In 
the Feedback and Concluding Session, BFIU Head was the Chief Guest and Dr. Bala was the Special Guest. Among 
the participants, ICMAB’s Fellow Member Mr. Md. Jahidul Islam CAMS (Certified Anti-Money Laundering Specialist) 
participated the conference as the CEO of Islami Bank Securities Ltd. ICMAB Treasurer Prof. Dr. Swapan Kumar Bala 
FCMA emphasized on the compliance aspect of AML-CFT by the CMIs, who are the reporting organization (RO) 
under the Money Laundering Prevention Act, 2012 and the Anti-Terrorism Act, 2009 amended by the Anti-Terrorism 
(Amendment) Act, 2012.

ICMAB Treasurer Prof. Dr. Swapan Kumar Bala FCMA at GRI-DSE Joint Workshop as Chief Guest

Global Reporting Initiative (GRI) in collaboration with Dhaka Stock Exchange Limited (DSE) organized a joint workshop 
on Technical Series – Preparing a Sustainability Report on June 25, 2019 at the Pan Pacific Sonargaon, Dhaka. Dr. Swapan 
Kumar Bala, FCMA, Commissioner, Bangladesh Securities and Exchange Commission (BSEC) and Treasurer, ICMAB was the 
Chief Guest of the workshop and gave the keynote address. The welcome address was given by DSE’s Managing Director 
Mr. K. A. M. Majedur 
Rahman. Dr. Aditi 
Haldar, Director, GRI, 
South Asia, spoke on 
subject-matter of the 
workshop.

Dr. Swapan Kumar 
Bala FCMA said 
that accounting 
researchers first 
thought about the 
sustainability accounting in 1993 and identified three different methods of sustainability accounting: sustainable cost, 
natural capital inventory accounting, and input-output analysis. Then comes the TBL or triple bottom line reporting in 
1994 developed by Elkington covering Profit, Planet and People. Finally, Global Reporting Initiative (GRI) was established 
in 1997 and now they have their very high level sustainability reporting standards, which have three primary attributes, 
i.e., transparency, inclusiveness and audit ability. Transparency requires full disclosure of the processes, procedures, and 
assumptions in report preparation. Inclusiveness requires the reporting entity to engage its stakeholders to help focus 
and continually enhance the quality of its reports. Audit ability enables internal or external assurance providers to attest 
to the reliability of sustainable reports. Set of standards of GRI can help accelerating companies’ performance towards 
sustainability. Dr. Bala mentioned that some issues, for instance, measurement and disclosure of a listed company’s 
threat to sustainability, diversity policy and protection of minority shareholders, have been incorporated in the BSEC’s 
Corporate Governance Code 2018. And these are expected to enhance the company’s obligation to sustainability and 
fairness. Dr. Bala also mentioned that going concern and substance-over-form are the two key issues during external 
auditing and since sustainability reports prepared by following GRI standards can also be audited, the quality of audited 
sustainability reports would be further enhanced through auditing. Sustainability reports disclose ESG (environmental, 
social and governance) issues in such a way, so that through this reporting a company can also assess its position 
in discharging responsibility toward achieving SDGs (Sustainable Development Goals). He expected that after the 
successful completion of the GRI-DSE workshop on “Preparing a Sustainability Report”, more Bangladeshi companies 
would prepare and publish this type of reports in coming years. He also expected that DSE would continue organizing 
such type of workshop as a part of their UN SSE (Sustainable Stock Exchanges) initiative.

95 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-03, MAY-JUNE 2019



ICMAB Secretary Mr. Md. Abdur Rahman Khan FCMA 
promoted as the Joint Secretary of the 

Government of Bangladesh

Members’ Achievement

Mr. Md.  Abdur Rahman Khan FCMA, Secretary of ICMAB has recently been promoted as the Joint Secretary 
of the Government of Bangladesh. He joined as Joint Secretary in Finance Division of the Ministry of Finance. 
Before this, he worked as Deputy Secretary of Ministry of Finance and in income tax administration for about 
22 years in home and abroad. He started his taxation career in 1994 as an Assistant Commissioner of Tax 
and later on worked as Deputy Commissioner, Joint Commissioner and Additional commissioner of Taxes. As 
Additional Commissioner of Taxes, he worked as First Secretary (Tax Policy) in National Board of Revenue 
(NBR) and had been involved in formulation of Finance Act 2014 and Finance Act 2015. He also worked as an 
International Adviser of the United Nations and as a consultant of the World Bank during 2004-2011 periods. 
Mr. Khan is the Secretary of the Institute (2015, 2016, 2017 & 2018) and a Board Member of Public Sector 
Financial Management Committee (PSFMC) in Confederation of Asian and Pacific Accountants (CAPA).  He 
is Chairman, SAFA Non profit Organization and Co-operative Sector. Mr. Khan is also a life member of the 
Asiatic Society of Bangladesh.

After obtaining post graduation degree in Accounting from University of Chittagong Mr. Khan obtained his 
second masters in Government Financial Management from University of Ulster, of the United Kingdom. 
Mr. Khan also did many overseas professional courses and attended numerous foreign trainings including 
Masters Level short course on Public Financial Management: Financial Reporting (IPSAS) from The School of 
Oriental and African studies (SOAS) of University of London, training on "Strengthening Budget Institutions" 
and "Taxation of Immovable Properties" from IMF Singapore Regional Training Institutions (STI), short course 
on Australian Legal Regimes from the Law School of Western Sysdney University, International Seminar on 
Taxation at National Tax College, Japan and Professional Development and Capacity Building Short Course 
from Macquarie University of Australia.  He has written a good number of articles on taxation in reputed 
professional journals and presented number of papers in national and international seminars and workshops. 
Mr. Khan has strong passion for teaching and worked as a part time faculty in Dhaka University, North South 
University, Jahangir Nagar University, University of Development Alternative, ICMAB, Financial Management 
Academy (FIMA), and BPTAC.
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