
DSE Observations on National Budget 2006-2007 

 
Preamble 

The proposed annual budget of FY 2006-2007 is one of the widely speculated budgets as this is going to be the last 
budget of the present Govt. If we look at the budget, it appears that the govt. policy maintains status quo in terms of 
its policy and implementation status.  No major shift in overall budgetary target, strategy or vision is observed in the 
budget as was speculated that budget would be significantly election biased in terms of allocation of resources for 
wasteful projects. But govt. tried to contain that temptation quite significantly.  Unspecific lump sum allocation is 
Tk. 9.32 billion out of a 698 billion-taka budget (1.32%). Such allocation is around 20% more than that of last year.   

As usual the revenue target, expenditure pattern or ADP allocation increased more or less at same rate as it 
happened in the past with similar non-attainment of the target, which has been common in all the past budget. 
However, if we compare the revenue collection, expenditure, expenditure pattern, we can easily understand that 
though budget targets couldn't be attained, but there is significant growth in all these areas.  Revenue collection 
expenditure, development outlay increased significantly compared to last year.  

In the real economy sector, we see that despite all speculations the economy made a significant progress. The 
agricultural production had 4.36% growth, while industrial sector made 10.45% growth. If such growth pattern can 
be maintained, the country will be able to become a medium income country within 2015.  Private sector 
investment, savings rate, GDP growth, all these parameters indicated positive trend. However, overall domestic 
investment have fallen short of available savings, indicating unutilized resources. Such indicators tell us that the 
economic growth potentials are not properly utilized. Savings rate fell marginally short of the PRSP and medium 
term growth target. But strategy of employment generation is not clearly stated in the budget.  Inflation rate 
remained more or less contained in the face of massive global energy price disaster and depreciation of taka. The 
other positive sides are budget deficit remained low in terms of GDP, net govt. net additional borrowing induction  
also not very high (6.88 billion). 

If we move from the economic scenario to fiscal measures, one observation is that, the budget did not bring any 
remarkable change in any of the sectors.  As expected, the govt. tried to lower the import tax and supplementary 
duties as per world bank prescription.   However there is attempt to support local industry as raw material import 
duties are lowered in most cases. However, a good number of finished goods price is also lowered encouraging 
consumerism. In totality the local industry will be more competitive and thus the service sectors in other hand will 
be encouraged.  Price of daily essentials are kept in the budget at low level. This is another good side of the budget.  

Beside, there is a good attempt to bring transparency in corporate expenses. Fictitious expenditure for wages and 
investment will be difficult, as there are now required to be made using banking channel.   

 

Policies Unchanged 

1. Corporate tax for non-listed companies is 40% and for listed companies it is 30% if a company pay 10% or 
more dividend otherwise it is 40%.  If a company pay more than 20% dividend that it will get 10% tax 
rebate on total tax. For banks, insurance and other financial companies the corporate tax rate is 45%.  

2. Tax @ 10% is to be withheld at source by the companies while dividend is made taxable in the hands of 
shareholders.  

3. The provisions for income tax at source @ 0.015% on the transaction value of shares for the Members of 
the Exchanges as final settlement of tax liability,  

4. Tax on approved Securities and Bonds is reduced to 10%. 

5. Provision for Banks for bad and doubtful debts reduced to 1%. 

6. Tax holiday period is extended up to 30 June 2008 for 18 thrust sectors.  



7. The increased level of taxable individual income at 1.20 lac from existing 1.00 lac.  

 

New Policy Packages 

1. The Finance Minister in his budget speech mentioned about raising the amount of allowable investment for 
the purpose of tax rebates from Tk. 2 lakh to Tk. 2 lakh 50 thousand irrespective of share purchase of a 
company. This is expected to have positive impact. 

2. With a view to developing agro-processing, jute and textile industries, the Finance Minister proposed 
benefit of tax exemption and rebate will be extended till 30th June 2008. This is expected to have positive 
impact. 

3. The Finance Minister in his budget speech mentioned about deduction of tax at source at 5% on the amount 
of cash subsidy for it being a net receipt of the exporter and treat the deduction as final settlement of tax 
liability. With a view to encouraging the export business government should still give cash subsidy on  
various items of exporting. 

4. To allow accelerated depreciation at the rate of 50%, 30%, 20% respectively in first three years of 
installation of machinery instead of allowing 100% depreciation in the very first year of their installation. 
This will be a stress over the industries which they have to carry on for consecutive three years. 

5. The provision of introducing minimum income tax of Tk. 5,000/- or 0.50% of turnover whichever is higher 
for companies irrespective of profit or loss.  

6. DSE welcomes withdrawal of all duties and taxes from certain spares and required for readymade 
garments, textiles, hosiery, label and terry towel industries and affluent treat plant. This is expected to have 
positive impact. 

7. Withdraw the tax exemption benefit on remittance from abroad for resident persons who are not citizens of 
Bangladesh. This will affect the total inflow of remittance. 

 

Other Incentives 

1. DSE welcomes the ceiling of tax-exempt income, income slabs and the tax rates at the same level for the 
income year 2007-08 as is the case for the assessment year 2006-07 for the individual assesses. Also 10% 
tax rebates on the additional tax paid by those individual tax payers paying taxes at the highest rate of 25% 
disclosing more than 10% higher income in the assessment year 2007-08.  

 

Concluding Remarks 

The overall assessment of DSE on the National Budget 2006-07 is that it entails all basic elements for a pro-growth 
market friendly and poverty reduction oriented documentation of present government's professed policy. However, 
we also strongly feel that the infrastructure, power, energy, telecommunication and FDI issues needs to be rooted 
through the capital market for which we strongly propose that the government should take specific policy guidelines. 
Such step will not only ensure transparency and accountability but also strengthen the capital market besides 
lowering government's responsibilities to meet these essential provisions for the people. In addition, we also 
proposed to further rationalize the customs duty structure on intermediate goods be lowered to 7.5% from proposed 
12% to encourage local manufacturing sector. Such measures are essential in the face of changing global 
competition in post MFA scenario. DSE feels that such step will also enhance profitability of significant number of 
listed manufacturing companies and thus benefit the investors also. 


