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BANGLADESH BUDGET IN PRACTICE

1. Introduction

in Cbapter 3 we explained.the évolution and legal/constitu-
tional heritage of government budgeting in BanQIadesh. In this chapter
én aﬁtempt is made to explain the Bangladesh Budget in practicel
eSpeéially its struCtdre, preparation, procedure, approval andtimplé-
méntgtion. Accordingly, section 2 deals with the structure, égctién 3
.wiﬁh‘the preparation, procedure and approval, and section_4 withi the

implémentation of the Bangladesh Budget.

It should, however, be noted here that the Constitution of
_Bang%adesh (1972)Ad6es not use the term *Budget', rather it refers
to t#e 'Annual Financial Statement' (Article 87), showing_the esti-
mate% receipts and expenditurés‘of the gdvernment for a particular

\

fiscél year. However, it is the term 'Budget' that can be given, as

a single name, to the 'Annual Financial statement’.

2. Structure of the Bangladesh Budget

The GOB, as noted earlier, follows the British system of

{

budgét&ng along with the system of classifications of government
i A

reveﬁues i.e., tax and non-tax revenues (Appencaix A), classifications
of gbvérnment expendi tures i,e;,fﬁnctional and economic (Appendix B)

and &inancing of afgovernmeﬁt deficit (Appendix C) as embodied in the
IMF'S Manual on Government Finance Statistics (GFS), 1974,

Like many other developing countries of the world, the GOB -

|
maidtains separate current and capital budgets, of which more laterl.
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Here, let us first draw a picture of the structure of the Bangladesh
Budgét at a glance, showing receipt and expenditure on each side of
the current and capital budget as shown in the Table 1 below. We

Table 1
Structure of the Bangladesh Budget

; Current Budget

Rév@nues : Expenditures

‘Tax Revenue . Current Government Consump-
, ' tion :

Non-T aXx Revenue Subsidies, Grants and

Transfer Payments
Interest Payments !

Other Current Expenditures

Révenues — Expenditures = Net Current Surplus or Deficit .
, .

Net Saving or Dissaving

Capital Budget

!

- Receipts cutlays
Internal RésourCes " Physical Investment
External Resources - _ ' Purchase of Existing Assets

J Net Lending
’ | ' Other Capital Expenditures
R?ceipts — Outlays = Change in Cash Balances
7 ‘ = Overall Budget Sﬁrplus or Deficit
| _
Source : Drawn on the basis of Budget Summa{x,btatements,
‘ Ministry of Finance, GOB.

like to note here, that this structure is a rearrangement of items
from Appendix A and B.
| In compliance with Article 84 of the Constitution of the

Reéublic (1972), cifed earlier, there are two constituent parts
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of the ‘Annual Financial Statement' or the Budget of the GOB. These
are 3

a) The Consolidated Fund; and
b) The Public Account of the Republic.

These two are, however, not separate physical entities with separate
» E .

casﬁ balances but grouped distinctly showing the difference between

>the;nature of their receipts and disbursements, their treatment in

accounts and the modes of approval of their disbursements.

Receipts side of the Consblidéted'Fund:
On the receipts side, ﬁhe Consolidated Fund of the GOB
inciudeszz
i) Tax Revenue,
ii) Non-Tax Revenue,

' i4ii) Grants; o
~ iv) public Debt and Advances.
i) fax Revenue includes:
a) Taxes on Income and Profits;
b) Taxes on Property and Capital Transfer;
c) Taxes on Domestic Goods. and Services; and

d) Taxes on Foreign Trade and Transaction.

ii) Non-Tax Revenue inclucess

a) Interest, Dividend and Profits from Nationalised !
sectors; '

b).General Administration and Services;
c) social and Community Services;

d) Economic Services; ,

e) Agriculture and Allied Services:

£) Industry and Mining;s

g) Water and Energy:

h) Transport and Conmuniations;
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i) Other Non-Tax Revenues; and

~ j) capital Revenue.
(Details of revenue structure are explained_in Chapter 5)

iii) Grants include;
a) Foreign Aid Grants

iv) Public Debt and Advances 1nclude:
a) Domestic Debt (Permanent);
' b) Foreign Debt ( " )2
c) Floating Debt; and
d) Loans and Advances ‘
(Detailed analysis of grants, loans and advances is taken up

. in Chapter 7).

Lisbursement Side of the Consolidated Fundg:

Oon the disbursement side, the Consolicated Fund of the GOB

is cetegorised intoB.

|
i

i) Revenue Expenditure
(Current non-development expenditure); and

ii) capital Expenditﬁre‘(deVelOpment expenditure);-
:(Chapter 6 and 7 deal with revenue expenditure and>capital
' expenditure in details respectively). ‘

According to che procedure laid down in the preparation_of
the Bangladesh Budget all income and expenditures are grouped uncer'
'budget heads called 'Major Heads'. These are again divided into
Sub%Heads, Minor Heads and Detailed,Heads4.

g' Again, the entire recelpts_and expenditure including loans
and advances are a;ranged with ﬁnique 'coce' numbers and fdescrip-
' tive' numbers for the convenience of idehtificetion by source of

income and direction of expenditures. The code list of major heads
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which is now followed in Bangladesh, however, was revised in 19836,
with' effect from 1st July, following the analytical framework of
'Government Transactions' as evolved in the International Monetary

Fund's (IMF) Draft Manual on Government Finance Statistics within

the framework of U.N's 'System of National Accoﬁnts' classification7

: In Bangladesh all transactions of the government are grouped

1
'

,intq six sections, with defined activity/function having specific

coce numbers (two digits for teceipts and three digits for expendi-

ture). Details are given belowe.

Activity/Function Range of Code Numbers}:
A, Receigts: ' |

Section I | Revenue and Grants : 1 to 73

Tax Revenue 1 to 19

Non-tax Revenue 20 to 66
| Capitai Revenue 67 to 70
‘ Grants 71 to 73»{
Section II S Capital Receipts 74 to 99

Pub;ié Debt and Advances 74 to 79

Public Account (Receipts) 80 to 99

|
B. Expenditure

Section III Revenue Expenditure .100 to 179

} .
Section v Capital Expenditure 180 to 1950
Public Debt.and Advances | 191 to 139
(Repayment) :
Section V Development Expenditure. ZOO'to 299
Section VI Public Acount 300 to 320

(Expenditure)
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PubliE Account:

The Public Account is that part of the exchequer'of the
Republic which contains receipts other than those of the Consolidated.
Fund; The Public Account mainly relates to the transactions éuch as,
Gove#nment Employees' Provident Fund (State Provident Fund), Poét
Offiée Savings Bank Deposits, proceeds of Savings Schemes and various .
otheﬁ deposit accounts (viz. judicial deposit, foreign aidvdepo;it,
local funds, etc.). Iﬁ also includes depreciation funds of govern=
ment ‘commercial departments} various adjusting heads of accdunts.
(susﬁense and remittance), etc. Its expenditure comprises those dis;-

9

burs?ments which are set off against its receipts”. In respect of

all éhese transactions the GOB acts as the banker or custodian of
thesg funds.

é It should be noted here that some of the items of the Public:
Accognt represent real cash flows from and into the exchequer,
whilé other items represent only book-keeping transactions. But as_‘ 
a part of the total Annual Financial Statement, the Public Account
of the Republic is so construct that the difference between its
'total receipts and total expenditure always represents a net accre-=
tion;to or depletion of cash rescurces in the economy. This is also .
know% as the net domestic capital receipts (plus or minué) and is
included in the Consolidated Fund receipts for government spendinglo,
Inte?estingly enough, both receibts and expenditure of the Puﬁiic |
Account bear the‘same name but the identification code numbers -are-

different%1

|
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3. Preparation of the Bangladesh Budget

(a) Principles of Preparation

In Bangladesh the budget is prepared for a twelve~-month
period which begins on July 1, and ends on June 30.of two successive
calendar years. The time frame is called a fiscal or financial_year.i
! I .

(Fdr-example, 1984-85 budget period = lst July, '84 to 30th June,

'85).

The overall budget preparation needs to have a defined'
ti@e horizon known as budget calendar. The budget calendar of the
Go¢ernnent of the PeOpléS _Repubiic of Bangladesh is shown in
Apﬁendix Dg Budgétary measures are adcpted on the basis of certain -
fuﬁdamental ocbjectives of economic and financial policies of a

coﬁntry. These objectives are, havever, subject tc change and

t

influenced by many internal and external factors which are invariably

taken into account in formulatihg the budgetary policies of the

| _ e
government. The distinct policy objectives for budgetary operations’ -

and policies in general are;

i) alloccative objective i.e., allocation of resources
between the public and private sectors as well as.within
these sectors for promoting income, employment and output
of the nation; ' ' '

| ii) distribution function, i.e., distribution of income and
: wealth in conformity with the society's preference pattern;
' and ‘ |
iii) stabilization function i.e., maximising enployment
consistent with reasonable price stability and a'satis—

; factory rate of growthlz.
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In Bangladesh the bﬁdgetary preparation involves every
1
year_Bz
i) formulation of pfoposals and decisions of running the
finances of the government,

'ii) an authorisation for raising the revenue and to incur
expenditure,

| 1i1) a forecast of the results expected in order to formulate
' future budgetary policy;

iv) some criteria to determine the relative impact of items
under the revenue or the expenditure for attaining the
pre-determined objectives during a year. '

In Bangladesh following the theoretical policy gude—lineé,

thej'Annual Budget' is prepared on the counsideratiocon of 14:,

i) Expenditure Objectives; and
. 1ii) Policy Content.
i) ﬁxpenditure Objectives:
| According to the expenditure objectives the GOB prepéreé

two types of budget =

a) Revenue Budget or Current Budget
(Non-Deve lopment Budget); and

: b) Capital Budget or Development Budget.

The}Revenue budget contains the revenue receipts from various tax
and' non-tax sources of receipts as noted in the earlier section,
for meeting the current expenditures. Current expenditures are
meant for normal running of the various goverﬁment departments and

sérvices like the follOWingl5 3

i
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i) General Services:

a) Genersl Administration
b) Law and Order -
c) Defence
d) other General services,
ii) Fiscal Services; |
iii) Foreign Affairs;
iv) Social and Community Services;
v) Economilc Services:
vi) Subsidies, Grants-in-Aid, Contributions;
vii) Interest Payments and Transfer Payments:
viii) Other Unexpected, Unallocable Expenditures.

In general, the expenditure which does noﬁ create any asset
is treated as revenue expenditure. In addition, all grants to
institutions and other organisations are alaso treated as current
'expénditure. The 'Revenue Surplus' or (deficit) in any particﬁlar
: fiséal year is the differenéel(positiQe or negative) between revenue
recéipts and revenue expenditure.

In the capital budget or development budget <of the GOB, the
receipts by which tﬁe devélOpment activities are financed include; —

i) Total Internal Resources Comprising ——

a) Revenue surplus from the revenue budget on the
basis of existing taxes and duties,

b) New tax measures,

c) Net domestic capital receipts,

d) Extra budgetary rescurces,

e) Net cutcome of the food budget,

£) Recoveries of loans granted@ to autocnomous
bodies, and

> g) Sale of government property, treasury billé. etc,
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' ii) Total Foreign Assistance Comprising —

a) Project -aid, A

b) Non—project-aid (counterpart funds of commodity
aid) and '

c) Others.

Capital payments which mainly include development expehditure
are designed for the purp0se.of creating capital assets, which add f
to tﬁe existing economic potential and generate investment activity
in tﬁe economy. The main feature of expenciture in this budgetary
account is that these must-involve development of infrastrucfure or
acquisition of permanent assets Of public utility like irrigation,

industrial projects, etc., purchases of land and intarnigible assets,

capital transfer, etc.

The capital transactions are often termed as 'Collective

|

Inveftment' whereas the current expenditures are termed asl'Coilec-3

tivefConsumption'. The former not only change the form but also

!

increases the volume of the gross assets of the government whilé
the latter reduces the gross assets of the government. In identi-

fying the capital éxpenditure, however, the criteria like life

I

expectancy, revenue producing, depreciation, amortization and capital

|

| .
form?tiOn are also considered;7.
§ ii) Policy contents

t

-According to the policy cohtent, budgetary preparation in

|
i

i
Bangladesh involves:

a) proposals for mobilization of resources both

internal and external,

: b) Proposals of revenue expenditure for éarrying out
basic functions of the gouvernment,
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c) Proposals of expenditure for development

work i.e., ADP,

d) credit and liquidity programme, i.e., mcney
budget; and .

e) Authorisation for implementation of budgetary
policies’®,

(b)ypreparation of the Revenue Budget |
Budgel preparation is a.two-way process of reacning decisions
on #he size and composition of expenditures and revenues.

The process of budget formulation in Bangladesh is lnitiated'
by the Ministry of Finance of the GOB, by issuing budget circulars
and directives indicating the principles to be followed in project-
ing the expenditure and for estimating government incamelg. Circuvlars
and directives are issued to the officers in charge of the adminis-

traFive units where expenditure and collection of receipts will,

take place. It should be noted here that both estimates of revenues
: and\expenditures should take account of forecasts of economic,

demographic, and other conditions of the economy. In a prlmaryn
prdducing country like Bangladesh, economic forecasts are, however,,
surject to wide ranges of error, but forecasts of some kind cannot
beiavoided in making budget estimates and budget circulars and -
directives are made accordingly as far as practicable.

In Bangladesh the circulars and directives are made: accord-

!

ing to the constitutional provisions and their statutory rules,
orders and instructions llkezo —_—
a) General Financial Rules (GFR),

b) Bangaldesh Financial Rules (BFR),
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c) Treasury Rules (TR), and

" d) Financial Delegation Orders (FDO),

In addition to these, there are defined authorities (known
as 'Estimating Authority') responsible for estimating income by
" areas of'actiVity and watching the progress_of'collection. Again,
therg are assigned authorities (knowh as 'Controlling Authorit?h)
responsible for control over expenditure in each demand for grént.
‘The list of authorities are also published by the Ministry of Finance
of the GOBZl.

According to the prescribed rules, the original estimates are
. framed in greater details by the Agencies and Departments (Adminis-i
trative Units) keeping in view the trends of past sctuals, current
trenas and future expectaticns and commitments. The es£imating
offiLers of the reSpectiVe administrative units send their estimates
tc their '*Controlling Authofity (Administrative Ministries orIDivi-
sioné). The latter examine and pass them on to the 'Controlléf.
General of Accounts' (CGA) and the Ministry of.Finance with their
recommendations. The revised estimates for the current yéar and the
budget estimates for the cominé year are accordingly madée‘Meanwhilé
the bGA forwards the estimates received by him after some re-process-

!

ing and adding to them the figures of actuals for the previous

22
year

« A set of budget documents showing overall budgetary‘informaf
tion of the Bangladesh Budget is placed in Appendix E.
The estimates ag recorded by the controlling officers are

further scrutinised, checked and balanced in details by the Ministry
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of FPinance in accordance with the specified forms meant for. the
estimates in question. On completion of the scrutiny of budget
estimates, the Ministry of Finance indicates in a brief note, the
basis of judgement about the estimates to be adopted, along with

a statement of the supporting reasons, and send it to the ‘'Controll-
ing Authority' concerned. At a later stage, a series of discussions
are held between the representatives of the Finance Division apd,the
Controlling Officers of concerned Ministries and Divisions. And
‘finally, at these discussions, the latest figures of actuals and the
estimates are finalised and accepted for inclusion in the 'National

Budget'23.

(c) Preparation of the Development Budget

~ In Bangladesh. 'Development Budget' or Annual Levelopment
Programme (ADP).aS it is comhonly known, is an integral part of the
Annual Budget which relates.mostly to investment within the frame-
work of the Five-Year Plan. It is the link between the Annualiplan,
as prepared by the Planning Commission of Bangladesh and'the Annual
Budget prepared by the Mlnlstry of Finance of Banglaaegh.,Annual
Plan is a disaggregated outlook w1th1n the Five-Year Plan framework.
Following the aAnnual Plan the Annual Development Plan (ADP) or
Annual Development Budget is drawn24.

The processvof preparation of the Annual DevelOpment'Budget
(ADB) thus, involves a close and continuous collaboration between
the Planning Commission and the Ministry of Finance. The ADP is,
however, primarily formulated by the Planning Commission in consul-

. . [
tation with the different Ministries/Divisions and Agencies in
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ter$s of sectoral priorities and programmes to fit into the overall
outlay as decided by thelMihist;y of Finance/Planning Commission.
when the totalloutlay of the ADP along with sectoral alloca-
tions are decided, this is made known by the Planniny Commiséiqn to
the different Ministries/Divisions and Agencies who prepare their
respective development.projects/schemes in the prescribed proforma
givén by the Planning Commission known as 'Project Profdrma' (PP)

for inclusion in the ADP25

. Project schemes are classified irmnto
three categories as sh0wn'below on the basis of their processing,
costing and approval.
Category 'A' : All Projects/Schemes costing upto
Tk. 20 million

u 'B' : All Préjects/Schemes costingy over

Tk, 20 million and upto Tk, 50 million
'CY ; All Projects/Schemes costing more than
Tk. 50 million. '
This categorisation of projects/schemes with cost limitations,
however, is flexible and changes over time with the changing needs
of the economy. In general, the NatiOnai Economic Council (NEC)
is_the highest authority for approval of projects/schemes of any
cost range. Besides and below it, there are:
a) the Bxecutive Committee of the NEC;

b) the Project Evaluation Committee (PEC) for every

sector in the Planning Commission; and

c) the Departmental Project Evaluation Committee (DPEC)
for every Ministry/Division.
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The éuthority component to approve the projects/schémes are as
undex:

Category 'A! Minister-in-charge of the councerned

.

Ministry on the recommendation of DPEC:

o0

Category ‘B! Minister-in-charge of Planning on the
recommendation of the Planning Commission's.

PEC; and |

Executive Committee of the NEC on the
recommendation of the PEC of the Planning

e

Category 'C'

Commiésion and the Ministef—in-chargeiof the
Ministry of Planning. '

The Planning Commission of Bangladesh sets general rules/
principles following which the schemes/projects are included in
the ADP, Accordingly, after the development programmes of various
Ministries/Divisions and Agencies are finalised and decided upon;
the ?lanning commission éompiles the ADP and submits the same to
the ﬁEC/Cabinet for approval. After the NEC has approved the ADP,
the blanning Commission sends them to the Ministry of Finance for
reflection in appropriate form in the budget. The Finance Ministry
accepts the account of development prograrme as prepared by the

|
Planﬁing Comhission and puts it in the accounting framework of its
annuél budget in the name of 'Demand for Grants and aAppropriations'

(DevélOpment)zs.

4, Approval Procedure

L 4

According 'to the constitutional prereguisite, the procedure
of approval of the 'Annual Financial Statement' in Bangladesh can

be viewed from three distinct points:

i) when the Parliament is in Session,

ii) when the Parliament is not in Session, and
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iii) when the Parliament stands dissolved.
(i) when the Parliament is in Session
It is important to note here that a budget presented folthe
Parliament is preceeded by a discussion and approval of‘the Cabinet
.althaugh the Finance Minister is responsible for its preparation ahd_
presentation. Proposed eXpenditufe from the Consolidated Fund is
submﬂtted to the vote of the Parliament in the form of 'Deménd for
Granfs', commonly referred to as 'thed' expenditure, governed by
the provision of Article 89(ii) of the Constitution of the Republic
cited earlier. |
In accordance with Article 87 of the Constitution of Eangla—
desh, cited earlier, discussiops on budget take placeAin three
stages, namely?’ s

| (a) a general discussion on the budget as a whole;

| .

i (b) discussion on the demand for grants and appro-

| priations in respect of charged expenditure; and

(c) discussion and voting, if reguired, on the demand
for grants and appropriations relating to other

expenditure.
(a) At the first stage, members of the Parliament éan discuss
the ﬁudget as a whole or a part thereof or can raise any question
of p;inciple involved therein. At this stage, the Finance Minister

repliles to the various questions, but neither a motion is allowed

to be moved nor it is. allowed to the vote of the House / article

89 (i) /. | o - | l
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(b) After the general discussion, discussions on !'Demand
for Grents Relating to Charged Expenditure' start, but in accordance
with Article 89(i) they are neither submitted to the vote in the

Parliament nor any motion can be moved for its reduction.

(c) Finally, according to the provisions of Article 89(i)
of the Constitution, pro§05ed expenditure from the Consolidated
Fund ocutside the category of charged expenditure is submitted to
the ‘vote' of the Parliament in the form of 'Demand for Grants'.

This is commonly referred to as 'Cther Expenditure* as
distinct from 'Charged Expenditure'ze. Ordinarily, each Ministry
proposes demand for grants séparately but in cases where Ministr&—
wise’classification‘can not be made readily, the Finance Migistqr
can include in one demand for grants containings

a) a statement of total grants proposed; and',
" b) a statement of detailed estimate under each

| grant divided into items.

At this stage motions are allowed to be moved on such grants to‘
reduce a demand for'grants but not to increase a grant or to alter
the destination or purpose of the grants29.

! A member of the Parliament, under such motion, for reducfion
of aidemand, can raise questions on a specific policy.and suggest
-an alternative, known as 'Disapproval of Policy Cut', can suggest
a reéUCtion of a specified demand by a specific amount called
'Economy Cut', and can throw specific grievance within the spheres
of responsibility of the government called 'Token Cut'30.

It is important to note that the expenditure of the 'Public

AAccants' of the Republic does not require a similar treatment of
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approval as is reguiréd for Fhe 'Cénsolidated Fund'.vbecaugéviﬁs;
ekpehditurea are sét off against its'receipts31. S : |
After the Parliament has discussed the ‘Charged Expenditure'
and froted on the *Demand for Grants®, the two are embodied in an
*Appropriation Bill' introduced in the parliament under'thé provi-

sion of Article 90 of the Constitution, cited earlier32

o When the
‘ Billiis passed in the Parliament it then becOmes an 'Apperfiation
" Act' which forms the basis for all withdrawal from the Consolidated
 Fund. Thereafter, the Bill is sent to the Head of the State for his
‘formal signature following which the budget becomes operationa;33.
The same Parliamentary,procedhre is also applicable to the

.‘Supplementary Budget' as well as to the *Excess Budget'., The
‘supplementary Budget® takes into account additional needs whiéh
may'%aye arisen during the year and the ‘Excéss Budget' embodiés '
addﬂtional expendi ture that may subsequently be fcundé to have taken
plac? after the close of the year in excess of the demand granted
by thé Farliamenb through the Annual and Supplementary Budgets for
a p%rticular year34. ‘ |

é Again, when the full procedure leading to the enactmehﬁ of
'_the%ApprqPriation Bill has not been completed before the commence-
mentl of a financial year, the Parliamént has ﬁhe power to make,
pending the completion of procedure, an advance grant in respect .
of %stimated expenditure fo: a part of the financial year khown as
A'voted Account', which, however, is subsequently merged in the

amodnt granted for the whole financial year35.




110

(iii when the Parliament is not in Session |

At any £ime when the Parliament is not in session, i1f the
Preéident is satisfied that Circumstances exist 'which render |
Mmdaemumnmmmw%hemym&emdmmﬂmméwhm
Ordinance as the circumstance appears to him to require, and any
Ordinance s0 made shall, as from its promulgatibn. have the like
foréé of law as an Act of the Parliament'36. Again, an Ordinénce
so hadé, is to be laid befbre the Parliament at its first meeting
 followiny the promulgation of the Ordinance, '*and shall, unless
it is eerlier repealed, cease to have effect st the expiration 6f
“thirty days after it is 80 leid or, if a resolution disapproving
of the Ordinance is passed'by the Parliament before such expiration,

upon the passing of the resolution'37.

(iii) wWhen the Parliament Stahdé Dissolved

At any time when the pParliament stands dissolved and the
situation that exist ‘which renéer such action necessary', the-
President may °*make and promulgate an Ordinance authérising expendi-
ture from the Consolidated Fund' which 'have the like force of law
as ?n Act of the Parliament'38. Here adgain, the Ordinance s0 made,
*shall be laid before the Parliament as soon as may be and the pro-
visions of Articles 87, 89 anc 90 shall, with necessary adoption,
be compiled within thirty days of the reccnstruction of the Parlia-

3P

ment'™ ™, However, the method of preparation of budget remains the

samé as they are when the Parliament is in existence,
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S. Bhdget Implementation
Budget implementation or execution is an administrative

process which delineates the function between the Ministry of Finance,
GOB, and the spending agenciee. After the budget has been passed by
the Parliament, its implementation rests with the executive Ministries
along with their attached and subordinate office. It is thus the
responsibility of the spending authorities to ensure that the funas
allotted to them are actually spent on the purposes specified in _
the budget. In other words, the'preperation as well as implementation
‘authprity should be guided by the fact that a budget implies denial

of mény requests for funds but allocation to most deserving few.

| However, the main responsibility lies with the Ministry of Finance,
GOB,ito see that the approved budget is working on the basis of |
'_guid#d purposes. In other words, the Finance Division of the Ministry =
of Fﬁnance, GOB, is responsible for coordinating the overall disci-

.pline in the implementation process of the budgetary proposals and

decieions4°

The implementation of the budget is also regaroed as 'a part
of the budget procedure involving balancing of gyovernment income
and expenditure. The administrative process involving assessment,
‘ collectien, enforced cellection. legal consequences from incividuals,
etc. form part cf the budget procedure. These together with day to
day implementation of the structures of taxes and duties affect the
quantum and direction of expenditure involving transfer of resources
among different sectors and these, in turn, affect the economic

acti?ities during the f£iscal year.
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Thus the primary concern of the implementation authorities
of éhe budget is to ensure the fulfilment of the financial and eco-
nOmic aspects O0f outlays. The finaneial aspects include spending
' the‘moneys for purposes specified, maximising government sa&ingw
minimising misusesand avaiding lapses or a rush of expenditure towards
the ehd of a fiscal year. The economic task, on the other hand.
coneists of ensuring that the physical targets of programmes have -
been achieved.

Under the above circumstances, budget implementation process
1nvélves the following interrelated phases:

a) an allocation system under which expenditure is
controlled by release of funds;

b) acquisition and supervision of funds;

c) an accounting system that records the government
transactions and provides a framework for an analysis
of their implementationy and

d) a reporting system that permits of a periouical appraisal
of actual implementation of policies41

In ﬂangladesh» for nudgetary control and implementation, there is a.

'Deiegation of Financial Powersi. patterned by the Ministry of

Fin%nce. This delegation has the_ﬁower to issue, or refuse to issue,

expénditure sanctions within the limit set by the budget4?. Under the

delegated authority of financial powers. administrative Ministries,

- DivﬂsiOns and Heads of the Departments are empowered to re-appropriate

funds between budget provisions on certain items within the same

demahd for grants. The Miniefry of Finance, however, retains eome

power, beyond the delegated authority of financial powers. But
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‘rehp%rOpriation from one Demand/Grant to another Demand/Grant is

'not admissible under statutory rules as these are voted by the parlia-

ment or assented by the<President.lAgain. re=appropriation is not

admissible from a ‘charged' head to a ‘voted® head as the voted

grant can not be increased exeept by the Parliament43.

However, it 1is the accounting system of Bangladesn which acts
as.the central controlling 6rganisation for the implementation of
budget. The accounting 5ystem-hes been designed to ensure the finan-
~cial control and accountability for the safeguarding of public funds
and ;or the regularity and propriety of expenditure of these funds.
No abtempt is, however, made here to explain the accounting system
of Bangladesh in details but in brief44. |

In Bangladesh for the regularity and prOpriety of each
indrvidual transactidn under1the'vote4 the provision of Principal
Accobnting Officer (PAC) has been made which is related to a.MiniStry
or a Division and the Secretary or secretary-in-charge of a Ministry/
Division acts as the PAD of the vote/votes of -aecount under it with
functions and responsibilities assigned by the Ministry of Finance
in 1983%°,

In addition, under each Ministry/Division there may be one
or more heads of departments and under head of department, there
may be a number of Drawing and»Disbursing Officers with prescribed‘
authbrit¥~by the existing Financial and Treasury Rules tbfincur
petty expenditures, Again, there is the Chief Accounts.Officer (ca0)
i.e.;head of accounts office, with assigned responsibilities, who
provides accounting support to the PAOs and ensure propriety,

regularity and accuracy of transactions46. In short, after the
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budg%t estimates are approved by the Parliament, the responsibility
for the control and use of the budget rests with the PAO, who dise
charées his duties with the aséistagce from the heads of department
undaé his control on the one hand and CAOs on the other. This is
_knowx;x as the departmentalisation of accounts47.

However, on thebéccounting side, the main responsibility of
preparation and consolication of the accounts of the Republic lies
with the Controller General of Accounts (CGA), who receives and
'consQlidates the accounts from the ofiices of the CAOs, as well as
of tﬁe Regional, District and Upasila Accounts Officers. In adaition,
the gudit siﬁe is taken care of by the Directors ¢of Auait and the
entire accounting and auditing responsibility of the kepublic lies

with! the Comptroller and Auditor General of Bangladesh (C &nd AG)

6. Budget Evaluation
! —
|

| In Bangladesh there are three standing committees, constituted

by the parliament, in respect of financial matters of the government
. 4

1.e.§the budget and its proper implementation 9- These are:
- (1) Committee on Public Accounts (CPA),
- (i1) Committee on Estimates (CE), end

(11i) Committee on Public Undertakings (CPU).

(i) The CPA or the Public Accounts Committee (PAC), as it 1s‘

commenly known, is re5ponsible for examination of the annuai audited

accounts of the public expenditure and consists of not more than 15
members of the Parliament other'than Minister, with some assigned

respon51bilities and functions as laid cown by the Rules of Procedure

- of t?e Parliament (RPP). quoted belowso

!
i
i
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“There shall be a Committee on Public Accounts for

the

examination of accounts showing the appropriation

of sums granted by the House for the expenditure of

the

government, the annual finance accounts of the

government and such other accounts lald before the
House as the Committee may think £it*,

“In scrutinising the appropriation accounts of the government

and the report or the Comptroller and Auditor General thereon, it

shall be the duty of the Committee to satisfy itself —

(2)

(b)

(c)

.It
(a)

()

that the moneys shown in the accounts as having been
disbursed were legally available for, and applicable
to, the service orrpurpOse'to whicn they have been
applied or charged;

that the expenaiture contorms to the authority which
governs it; and

that every re-appropriation has been made in accordance
with the provisions made in this behalf under rules
framed by competent authority®.

shall also be the duty of the Committee —

to examine the statement of accounts showing the income
and expenditure of state corporations, trading and manu=
facturing schemes, and projects together with the balance
sheets and statements of profit and loss accounts which
the presicent may have required to be prepared or are
prepared under the provisions of the statutory rules
regulating the financing of a particular corporation;
tradind orx manufacturing scheme or concern or‘projects

and the report of the Comptroller and Auditor-General
thereon; : : ;

to examine the statement of accounts showing the'incoﬁe
and expenditure of autonomous and semi-autonomous bodies,
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the audit of which may be conducted by the Comptroller
and Auditor~General of Bangladesh either under the
directions of the President or by a statute of the
Parlisment; and

(c) to consicer the report of the Comptroller and Auditor-
General in cases where the President may have required
him to conduct an audit of any receipts or to examine
the accounts of stores and stocks.

If any money has been spent on any service during a financial

year in excess of the amount granted by the House for that purpose,
t . ' L
the Committee shall examine with reference to the facts of each case
‘the circumstances leading to such an excess and make such chommenda—

" tion as it may deem fit®, ' . !

- (1i) The Committee of Estimates (CE) which is composed of not
mo;e;than 10 members of the Parliament other than Minister,'ia
empo@ered to judge Qhetﬁer the estimates presented before the
'Parlﬁament are prepated with maximum possible efficiency and economy.

The functions and responsibilities or the CE as laid down in the

RPP 31851 3

“(a) to report what economies, improvements in organisation,
‘ efficiency or_adm;nistrative reform, consistent with
the policy underlying the estimates may be effected;
(b) to suggest alternative polices in order to bring about
efficiency and economy in administration;

(c) to examine whether the money is well laid out within
the limits of the policy implied in the estimatesy and

(@) to suggest the form in which the estimates shall be
presented to the House® .
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(iii) For the examination of the working of the public under-
takings a Committee on Public Undertaking is constituted by the
‘ Parliament which consists of nbt_more than 10 members of the Parlia-

ment other than Minister. The main functions of this Committee
specified by the RPP areszz
"a) to examine che feports and accounts of the public
undertakingss;

b) to examine the reports, if any, of the Comptroller
and Auditor-General on the Public Undertakingss;

c) to examine, in the context of the autonomy any deficiency
of the public uncertakings, whether the affairs of the
public undertakings are being ‘managed in accordance with
sound business principles and prudent commercial prace-
ticesys. and

d) to exercise such other functions vested in the Committee
on Public Accounts and the Committee on Estimates in -
relation to the public undertakings not covered by \

" clauses (a), (b) and (c) abova(and as may be allotted ‘~
to the Committee by the Speaker from time to times .

Provided that the Committee shall not examine and investigate any
of the following, namely =

i) matters of major government policy &s distinct from
business or commercial functions of the public under-
takings:v

ii) matters of day to day adaministration; and
iii) matters for the consideration of which machinery is
established by any special statute under which a parti-
cular public undertaking is established®,

From the above discussion we may conclude that the Bangladesh'

Budget in practice is a continuous process of preparation, approval,
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" implementation and evaluation. However, all these four stages, are
not water-tight compartments == they a8re interlinked. ¥For example,
a proper preparation of the budget requires a proper evaluation of

the past budget and approval depends on the nature of pregaration,

and SO One.
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A Classification of Government Revenues
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Tax Revenue

Non-Tax Revenue

7e

Taxes on Net Income and 1.
Profits (corporate, company., '
or enterprise, indiviauals

and other)

$ocial security _ 2
contributions 3
Employers Pay Roll 4

Taxes on Property

Domestic Taxes on Gooas 5.
and services (sales,

axcises, turnover, value

added, license taxes and

others) '

' Taxes on International Trade

and Transactions (import cuties,
export duties and others)

‘Miscellaneous Taxes (Poll

taxes, stamp taxes and others)

Total Revenues (Tax + Non-=Tax)

Income from Public
Enterprises

Administrative Fees
Fines and Forfeits

Salés of Government
Property

Others

Source 3 Adoptéd from IMF, A Manual on Government Finance

Statistics, Draft, washington L.C., 1374, pp.:159-61.'
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The Classiflications of Government Expenditures

Functional Classification  Economic Classification

1, General Public Services 1, Current expenditures
a) Defence a) Expenditures on Goods and
b) seucation - Ssryices: wsges and saleriess
c) Health o and sServices
d) social security and - b) Interest Payments
Welfare c) Subsidies and Other
e) Housing and Community Current Transfers:
Amenities To Public Enterprises;
£) Others . To Other levels of
2. Economic Services: : Government;
a) agriculture - - "To Household
b) Mining To Other Resident
c) Manufacturing ' Transters Abroaé
d) Electricity ‘ 2, Capital Expenditures:
e) Roads a) Acqudsition of New and
f) wWater Transport iﬁ:gt:ng Fixed Capital
9) Railways b) purchases of Stocks
h) Communications (inventories)
i) Others c) pPurchases of l.and and

Intangible Assets
3. Unallocable and \ ;
Other PUrpOSeSs d) Capital Transfer

a) Interest on the
Pyblic Debt

b) Other Unallocable

Total Expenditures Total Expenditures

source s Adopted from IMF, A _Manual on Government Finance sStatistics,
Draft, Washington L.C,, 1374, pp. 191-93, 208-09, !




124

Appendix C
Financing of Government Deficit

1, Domestic Financings
a) From the Central Bank or Other Monetary Authority (new

borrowing less amortization, change in deposits®, change
in currency holdings38)

b) From Oother Banks (new borrowing less amortization and
change in deposits and other liquid claims®)

c) From other lLenders (net)

24 Financiqg_from‘Abroadx
a) From International Development Institutions (net loans
and grantsb) |

b) From Other Lencers (net short-term and long-terﬁ cebt)
¢) Change in Deposits, Negotiable Securities, and
- other Liguid Assets®

;TotallFinancing

Source 3 Adopted from IMF, A Manual on Government Finance
statisties, LCratt, Washington, D.C., pp. 229-30,

a, A reduction is a source of financing and an increase.
is & negative item. '

b, Grants are classified as an imtem reducing the deficit
rather than a means of financing in the IMF, A Manual
on Government Finance Statistics, 1974, See R. Goode,
Government Finance in Developing Countries, Tata
McGraw-Hill Pyblishing Company Ltd., New Delhi, 1988,
Tables 2-3, p. '18.
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Appendix D

Budget Calendar
Particulars
Printing and Departmental Estimates.

Printing and DListribution of Budget
forms (Estipating Officers' forms and
controlling Officers' Forms)

Preparation, Printing and Supply of
Budget form to the Accounts Officer
concerned

submission of Estimates by the
Estimating Officers

Receipt of estimate in the Accounts
Office and Mjinistry of Finance from
the Controlling Officers with 3 months
actuals

Receipt of Consolidated Estimates in the
Ministry of Finance with 3 months actuals
from the Accounts Office-

Completion of Examination of Budget
Estimate in the Mindstry of Finance

Receipt of sSchedule of New Expenditure
in the Ministry of Finance

|
Receipt of 6 months* actuals from the
Accounts Office '

Completion of review of the estimates
on the basis of 6 months' actuals in
the Ministry of Finance

Preparation and cespatch to press of
the 1st Edition of the Budget and
Schedule of New Expenditure

Receipt back of the 1st Edition of the
Budget from Press and despatch to
Ministries/Divisions

Forecast of Foreign Assistance for
development progranme
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Last Date
31st July

31lst august

30th september -

10th October

3lst October

25th November .
20th January
22nd January

15th february
28th rebruary N
1st Harch

10th March
l14th March

|
contd, .




- 14,

15,

16.

17«

is.
19,
20,

21,

Agggnéix D (Contde.)

Completion of discussions of the
Estimates with Administrative
Ministries/Divisions '

Receipt of Final Development
Programme from Ministry of Planning

Presentation of the Budget Estimates
to the Cabinet _

Presentation and Printing of Civil
Budget Estimate, Details of Receipts

-and Expenditure, Supplementary

Estimate, Finance Minister's Speech
and Budget at a glance

Presentation of Supplementé:y
Estimates to the Parliament '

Presentation of, the Budget
Estimates to the Parliament

Authentication of Supplementary
Estimates :

Authentication of Budget

‘Estimates
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28th March
28th March

7th April

May

May

1st week of
June

1st week of
June

i

ist July !

sSource i Secreta;iét.Instructiéns. 1976, Instruction 260(a),

Cabinet sSecretariat, GOB.
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Appendix E
Budget Doéuments

The following statements constitute the main set of budget
documents of the Government of the Peoples’™ Republic of Bangladeshs

1. Budget Estimate (The Annual Financial Statement)x

It shows the Consolidated Fund and Public Account-wise
receipts and disbursement separately for “Charged® and "Other than
Charged® expenditure by major heads of account and subsequently
total 'Demand for Grants'.

2, Budget summary Statements

This document shows the estimated revenue receipts and
expenditure as well as capital receipts and expenditure along with
. proposed transactions of loans and Advances and sectoral allocation
of ADP and its financing.

3, Detailed Estimates of Revenue and Receipts:

~ This document contains the detailed estimates of revenue
and receipts from the major and minor heads in broad categories
like Actuals of the last year, Revised Estimates of the current
year and Budget Estimates of the coming year.

4, The Demand for Grants and Appropriationss

It is in two volumes (Dé&elopment and Non-Levelopment)
containing estimates of expenditure on revenue'ahd‘capital accounts
proposed to be made from the Consolidated Fund. The Non-Development
one .indicates detailed head-wise break-up of expenditure while the
Development one indicates Project/Scheme-wise estimates aldng with
foreign-aided Projects by Ministry/Divisions/Agencies.

5. Detailed Estimates of Grants (Non-Development)

6, Budget Speech Part I
It shows the objectives of the budget along with
‘performance of the last year in broad outline.

Contd,. .
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Agggndix B (Cbntd.-)
7. Budget Speech Part II:
Contains details with new tax measures for the coming
fiscal year.

8. Supplementary Estimatess’ , .
This document contains the estimates of additional needs
- for the current year.

9. Other documents associated with the budget:
a, Revised Annual Developments Programme (RADP) for the
current year prepared by the Planning Commission .(PC);

b. Annual Development Programme (ADP) for the coming year,
prepared by the Planning Commission. )

c. Budget Estimates of the Autonomous Bodies, showing
detailed break-up of receipts and expenditures of the
public sector undertakings; and

d. Economic Ssurvey, for the evaluation of the performance
of the economy in the last year.

Source : Budget Wing, Finance Division, Ministry of Financé’, G_OB'.




