Chapter 6

REVENUE EXPENDITURE OF THE GOVERNMENT OF BANGLADESH

1., Introduction

This chapter 1s an attempt tb briefly look at the expenditure
side of the revenue budge£ of the Government of Bangladesh over the‘l»
period under stqdy. Revenue expenditure is.often called current or
non-deQelopment expenditure, Accordiﬁg to the Ministry of Finance of
the GOB, the expenditure which is made for normal running of the
various governﬁent departments and organs and does no# Create any.
"asset and in fact redpces government'gaving for de#elopment purpose$
in the form of ‘collective ¢onsumption' is treaﬁed'as revenue ekpéndi-x

tur 61 .

The broad categorieé of :evenﬁe~expenditure under different
heads are the fodlowindzs

A. Wages and salaries; .

B. Purchases of Commodities and Services; and

C. Transfer Payments,

The bulk of the expénditure on revenue account is made for
wages and salaries paid'to the government employees, personal
allowances, and medical and other coﬁpensations. it also includes
dearness allowances and other allowances paid to the government
:employeesa. | | .

A considerable amount is Speht bn the pufchases of commodities
and services for the purpose of'curfent use of the government.
Travelling and daily allowances are also incluced in this category.

Service charges, such as postal and telephone charges, fent and taxes,
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etc, are included in this head. Expenditure on contribution to
the international agencies, iike U.N. etc. has been treated_as
purchase of serﬁices except for I.B.R.D.., I.M;F. and A.D.B., which 4
is in the nature of financial ihvestmeg£4;

Transfer payments do not involve directly a demand on-goodsA
and services. The itéms which éfe included in current transfer pay-
ments are interesgt payménta,(dbmestic and external), grants (paid
to educational institutions, local bOdies, corporations and other
organisations), subsidies, penSions, scholarships, relief.paymehtsh
etcs. o . _ |

In an underdeveloped COuntry like Bangladesh, where the bﬁlki
| of capital expenditure is finanbed by foreign aid/éssistance. non=-
development current expenﬁiture deserves.a special scrutihy.'ro;.
the excess of revenue receipts over fevenue expenditure-(revenue
surplus) deﬁotes the savings”dflthe gdve;nmént wﬁicb.is made avail- -
able for financing Gevelopment progfammes. In othei words, the extent
of domestic resourcé_mobiliZation greatly depends on the size of
revenue expenditure. The higher the rethue expenditure,.thé‘lower'
the revenue surplus anc¢ the ﬁore dEpehdénconh fdreign did. Here .

. lies the importance of the anaiysis.of tne revehce'eXpenditure of
‘the GOB., ._

In this context, it should be noted here tnat one of the majof:'
problems for any appropriate analysis of revenue expénéiﬁure under
different heads is the occasidnal changes in the accounting system
as well as the transfer of certain 1teﬁs from one head to another.
The more important problem is, théver. the peculiar arréngement of .
minor heads as ciﬁed in budget estimates and other documents of the .

Bangladesh Budget.
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Problem is also asSociatéd‘with the fact that it is not
always possible tb know the exact nature of expenditure) how the
money is actually spent, the extent of real benéfit derived out df_.
it, the amount of wastage and so on. Thus though it is essentialftovl
éxplain revenue expenditure from the perspective of all these
aifferent angles, it will not be possible to do so due mainly to
the lack of available data. Taking all these limitations into consi-
deration let us try to give a brief account of the revenue expendif

ture of the GOB as far as practicable over the period under study.

2, Growth Pattern of Revenue Expenditure

The total revenue expenditure éf the GOB has increased
considerably over the years. Acé_ording to the fiscal data availabl"el
from the Ministry of Finance of_the GOB, it is found (Table 1).that‘3
total revenue expenditure increased from Tke 2131 million~1n 1972~
73 to Tk. 29300 million in 1984-85. In other words, total revenue-‘ 
éxpenditure of the GOB has indreased at a compound rate of ébout
- 24.4% pér annum during the‘whole period under sﬁudy. T;ble 1 sh$w§
that the growth rate of total revéhue.expenditure was very high in
1973-74 (62:45%) and 1974=75 (63.35%) and very low in 1975;76_- |
(12.47%) and 1980-81 (10.40%). However, the overall growth trend of
revenue expenditure was declining in nature. |

It was quite natural fot the first two yéars of the newly

emerged Bangladesh after liberation that the growth rate of revenue :

- expenditure was very highe. After liberation, the Government had to

rearrange its various unorganised departments, organs, bodies and
agencies caused by war damage, Moreover, the Government had to face

the unprecedented problem of giving relief and rehabilitation to the
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refugees who had fled the ébuntry during the liberation period.
Besides, the Government had to spend a huge amount of money’
' to meet many unforeseen ciréum#tances during the first few years
of the regime. In 1972-73, Béngladésh experienced a country-wide |
drought ané a devastating flood4in 1974, facing which the Government_f

Table 1

Growth of Total Revenue Expenditure of the GOB
from 1372«73 to 1984-85

(Tke in_millioni;‘f

Fiscal Year Total Revenue ' Growth Rate
. Expenditure Per Annum
_ - - ~ in Percent

1972-73 - 2131 C eee

1973-74 3462 | 62.4
1974~75 5655 . 63,3
1975-76 6360 ‘ 12,5
1976~77 - 7693 : 2049
1977~-78 9406 B 22.3
1978~79 110876 15,6
1979~80 13419 . 23.4
1980~81 , . 14816 © 10.4
1981-82 18497 : © 24.8
1982~-83 : 21477 © 1641

© 1983-84 25030 16.5
198485 - - 29300 17.0

Sources Calculated on the basis of Bangladesh £conomic survey,
1989~-30, Statistical Appendix, Ministry of Finance, GOB.

had to spend a huge amount of money in the form of non-development
expenditure, Mr. Tazuddin Ahmed, the first Finance Minister of

Bangladesh thus pointed out in his first budget speech that the

budget of 1972-73 was not at all development-oriented rather it was



171

relief, rehabilitation and reconstfuction-orignted in natures.

However, leaving these two higher growth rates of 1973-74
and 1974-75, the growth rates of revenue expenditure were qpita'_
moderate varying between the low of 10,41% and the high oOf 23.31%.
aAgain, the growth rate was not uniform but flﬁctuat;ng in nature.
Another notable feature is that the growth rate of revenue
expenditure fell down from 63,31% in 1974-75 to 12.41% in 1975-76,
and the trend of growth never exceed the limit of 25% upto 1984-85,
' This was Gue mainly to the fact that the Government after meeting
.the problems of relief, rehabi;itation. reconstruction and adminis-
trative reorﬁanisation so far, todk the policy of austerity through -
curtailing unnecessary or lowei-ériority expenditure from 1975-76/.
' But we 1like to note that the absolute amounts of ‘revenue expenditure

increased considerably over the years. -

The relatively higher levels of total revenue expenGiture

in absolute term were in general due tb 8

a) enhancement of basic salary, medical allowances, dearness
and other allowances caused by the revision of pay scales
after regular interbals ancé sanction of compensatory
allowances to the government employees;

b) £illing up of the vacant posts and creation of new posts
from time to time in different departmnents;
c) enhancement of contingency charges like purchases of goods

and services for the government offices cve to price
inflation; N

d) increase in the rate of grants and subsidies to the
different government bodies and agencies;

e) rise in the rate of interest, both internal and
externals and
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£) meeting the unexpected problems -caused by natural
calamities like floods, droughts, cyclones, etce.

In Bangladesh a'considerablé amount of GDP isigpent on
current revenue expenditure in each‘and every year;_Tabie-2 shows
that the share of revenue expenditure in GDP of Banglaﬁesh varied
between 4.5% and 7.%. As it stands, the share of revenue expénditur9‘ 
seems to have a tendency to. fluctuate. H0wevet.-itfcannot be cate-

. gorically stated that the increaseé of non-develOphent éXpendiﬁure-ﬁ

:was all unnecessarye. Again.‘the analysis of the'totalffevenue expendi-
ture is too cruce to give any real idea about the nature of government
expenditure. At this stage iﬁlis, therefore. pertinént to examine the
. different heads of revenue e#penditure. | o

Table 2

Revenue Expenditure as Percentage of GDP of
Bangladesh (1972-85)

(Tko in million)

Year . GDP at Current Revenue Revene Expenditure
Factor Cost Expenditure - as % of GDp
(1) (2) . _ (3)
1972-73 42837 2131 T 5,0
1973=74 68977 - 3462 o 540
197475 123949 | 5655 . 4.5
1975-76 103198 6360 662
197677 ' 99874 7693 7.7
1977-78 139204 19406 ' 6.7
1978-79 163909 10875 6.6
1979-80 ' 197633 | 13419 | 6.8
1980-81 219799 14815 - 6.7
1981-82 251320 18496 7.3
1982-83 272953 21477 7.3
198384 331068 25030 7.5
1984=85 395168 29300 - 7ed

Sources Col, (1) sStatistical Year Book of Bang_adesh, Various Issues,
Bangladesh Bureau of Statistics, GOB; and the rest from
Bangladesh Econonic Survey, 1389-30, Statistical Appendix,

stry ofnfinance, GOB.
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3. Revenue Expenditure Uncer Different Heads

In this connection it is to be mentioned here that changes
in accounting classification from time to time._as noted earlier, ”
make very difficult or rather impossible any apéropfiate analysis in-_
this regard. More seriously enough, the classificatioh of'majof heaas
of revenue expenditure, as mentioned in chapterv4;7was no£ often B
maintained in the fiscal data suppliéd byvthe Finance Division, |
- Ministry of Finance of Bangiadesh. For énalyticaI.Simplicity, however,
in accordance with Bangladesh Economic Survey, 1989-30, Statistical
Appendix we have rearranged the heéds of revenue expenditure as unaer;

a) Administration including Fiscal Services and
Foreign Affaire;

b) Debt services;

c) Education and Health;

d) civil works;

e) Defence;

£) Rallways; and

g) Miscellaneous.

Table 3 shows that the total revenue expenciture has increased.
under all heads over the years with some exdeption. The notable
feature is that under all heads except 'Debt Services', the growth'..
rates were higher for the first_two or three yea;s aftervliberation-,

for obvious reasons which gave the'budgets of the first two or three

years a non-developmental character.

Administration:
Uncer the head of ‘Administration', the total revenue
expenditure has increased from a meagre Tk, 860 million in 1972-73

to Tk. 628C million in 1984-85. The compoind rate of growth of revenue
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expenditure under this head was about 18% per annum over the period.-
However, the annual growth rates were more Q:‘less uniform though
not steady from the late seventles to the early eighties, ekcept' '

1982-83. The main reasons for the growth of revenue expenditure under

this head were, among others, the follOWLndgx

Table 3

Growth Rate of Revenue Expenditure -in Percent
under Different Heads from 1972-73 to 1984-85

(Tk. in million) .

Year Administration : 'Debt services = Education and

- Health L

Total Growth Total Growth Total Growth

1972-73 860 ces 134 cen 562 cee
1973-74 1254  45.8 163 " 3645 792 . 40.9
1974-75 1462 16.6 313 71.0 996 25.7
1975-76 1557 6.5 407 30,0 . 1095 9.9
197677 1998 28,3 - 877 115.4 1285 17.4
1977-78 2327 16,5 686 -21,7 1687 31.3
1978-79 2703 16,1 - 1087 58,4 2210 - 31,0
1979-80 3296 21,9 . 1041 ~ -4.2 2388 8.0
1980-81 3978  20.7 1163 11,7 2883 20,7
1981-82 4651 - 16.9 2172 86.7 3168 10.8
1982-83 4618 - .1 2254 3.7 3960  24.2
1983-84 5346 15,8 2743 - 21,7 4940 24.7
198485 6280 17,5 3183 16.0 6524 32.0

contd. . -
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Table 3 (Contde.s) ’

———

Year Defence Civil works Railway Miscellaneous

Total Growth Total Growth Total Growth Total Growth
1972-73 202 .. 4 .. ee  es 329 .
1973-74 420 107.9 215  388,0 279 ee 318  =3.4
' 1974-75 . 708  68.6 520  141.8 380  36.2° 1275 . 301.0
1975-76 1109  56.6 346  =33.6 541  42.3. 1305 2.3
1976-77 1514  36.5 73  -87.8 617  13.9 1330 2.0
1977-78 1442  -4.7° 392  436,5 703  14.0 2170 63.0
1978-79 1485 3.0 476 21,3 800  13.8 2116 -2.5
1979-80 2427  63.4 519 9.2 953  13.2 2794 - 32,1
1980-81 2742 13,0 563 8.3 1237  29.7 2250 . -19.5 -
198182 3475  29.7 617 9.6 1389 12,3 3003  33.4
1982-83 4184 20.4 701 13,6 1681 21,0 4069 - 35.5
1983-84 4270 2.1 774 10.4 1700 1.1 5257 29,2

1984-85 4927  15.4 862 11.3 .. .o 7522 43.1

Source 3 Calcﬁlated on the basis of Bangladesh Economic Survey,
' 1989-90, statistical Appendix, Ministry of Finance, GOB.

a) enhancement of medical and conveyamce allowances and
sanction of compensatory allowances, dearness allowances,
etc; ' ' |

b) £illing up of the vacant posts in Gifferent offices;

c) creation of new districts, upazilas, circles and
metropolitan magistracy for Dhaka, Chittagong, thlna'.
and Razshahi cities; |

é) recruitment of more police personnel, raising of the
Ansar Battalion and raising of the companies of
Bangladesh Rifle (BDR); ‘

e) increase in the rate of contribution to U.N..
Commonwealth Secretariat and Islamic Conference, etc;
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f) opening of new Missions abroad and purchases of
" building etc., for the Bangladesh Missions; and

g) increase in the prices of fuel and other articles, etc,

Debt Services:

The total revenue exéenditure‘under the head of 'Debt
services' has increased from Tk. 134 million in 1972-73 to Tk. 3183
million in 1984-85, The compound‘raté of growth,6£greVenue‘gxpeqd1é
ture under this head was about 30% per annum over ﬁhenyears. The
. growth rate of revenue expenditure undér this head was tha‘hiéhest
in 1976-77 (115.41%) while there were negative growth rates in the
yéars 1977-78 (=21,.7%) and 1979-80 (-4.2%), Table 3 also shows that
the annual growth of revenue expehditure under this head was neither
uniform nor steady — it was rather'fluctuating. The growing amounté
under this head from year to year were, aﬁong other$; cue to the
followinglo t

a) repayment of larger treasury bills;

b) more demand for prize money of Prize Bonds;

c) payment of larger amounts of interest on foreign
loans; and

d) payment of bills to Secuiity Printing Press on acc0ﬁnt
of printing_of savings certificates and savings stamps,
. etce

Education and Health:

In case of 'Education ané Health' the total revenue expendi-
ture has increased from Tk. 562 million in 1972-73 to Tk. 6524

million in 1984-85. The compound rate of growth of revenue expendi-
ture under this head was about 23% per annum over the period. However,

the annual growth rates were not uniform but fluctuating in nature
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wnich varied between the highest 40.9% to the lowest B8.0%. The
higher amounts uncer this head from year to yéar were, among‘others,

due to the followinglla

a) enhancement of medical and conveyance'allowances:and
sanction Oof compensatory allowancess

b) additional fund to continue thie supply of text books at.
subsidized rates by the school Text Book Boards

c) increasing affiliation of more and more private schools
and colleges caused more demanc on government fund;

d) increasing the grants (recurring and non-recurringl) to
different institutions and cultural organizations;

e) taking up new schemes/programmes iike adult education
programme, population education programme, integrated
national vaccination programme, etc. for expanding
education and health facilities to the mass; and

£) increasing allowances to the employees‘of private
schools and colleges and nationalisation. of new schools
and colleges, etc.

Defences

Uncer the head of ?'Defence’ the total revenue expenditure
has increased from Tk, 202 million in 1972-73'to Tke. 4927 million .
in 1984-85, The compound growth rate under this head was aboﬁt‘3q%
per annum over the years. However, the yearly grbwth rates wére
neither steady nor uniform but fluctuating in nature with the highest
grbwth rate of 108,0 % in 1973-74 and a negativsjgiowth rate in
1977=-78. Additional fund frbm'year to year was necessary for tﬁe

following12 3
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a) maintenance and purchases of stores and equipmentss

b) construction of accommodation for defence personnelj

c) new recruitment in the Army, Navy and Air Force at
regular intervals; and S

d) increasing the basic salary and other allowances, etc.'

‘Civil workss

Under 'Civil works® the total revenue'éxpénditure~regiéteréd
an increase from Tk. 44 million in 1972-73 to Tk. 862 million in
1984-85, The compound rate of growth uncer thiﬁ’head was abdui 28%
per annum for the said period. Table 3 shows tﬁat ¢uiing'theAfi:st
two f£iscal years (1972-73 and 1973-74) after liberation, the growth
" rate was too high (388,2% and 141,.8% reSpectiveiy) under this head.
It was, however, not unreasonable that. a acamaged eéonomy like_
Bangladesh, caused by the use 6f7heavy gun-fire ddr1ng the libera-
tion war, Gemanded a high expenditure under this head. |

The higher amounts of revenue expenditure frpm year'to year
uncer this‘head were in general mainly cue tol3'z

a) maintenance and repalr of government buildingé arid
construction of new builéings;

b) repair of roads, bridges and culverts, etc., and
construction of new roads and bridges, etc:

c) increasing the numbers of the staff, enhancement of
medical and conveyance allowances and sanction of
compensatory allowances, etc. o

Railwayss
Uncer the head of 'Rzilways' the total revenue expenditure
has increased from Tke. 279 million in 1972-73 to Tke 1700 million

in 1984-85, The compound growth rate of revenue expenditure tunder
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this head was about 20% per annum over tne petioc. However, the
yearly growth rates were more or less stable 6uring the l;té’seven-
ties anc fluctuating during the early eighties. The_growthAof revenue
expenditure under this head ftom year to year was, .in general,.among
others, due tol4s_

a) reconstruction ana repairing of rail roads, briéges}
railway communication, etcy

b) recruitment of new staff anc technicians;
c) purchases of new engines anad bogies from abroad; and
d) enhancement of medical, conveyance and other compensatory
allowances and of basic salary caused by the revision of
pay scales, etc. » ' -
Miscellaneouss
Miscellaneous. i.e., other non-develoyment expenditure:
registered an inctease from Tk. 329 million in 1972-73 to Tk. 7522
million in 1984-85. The compouna growth rate uhdet this head was
about 30% per annum over the years. Higher amounts uncer this head

from year to year were, in general, among others, due mainly to15

a) increase in the number of pension and gratuity cases;
b) larger amount of subsidy due to the sale of food items
at concessional rate; and '

c) meeting unforeseen expenses caused by natural calamities
like droughts, £ loods, cyclones, etc. '

One should. however, be very cautious to draw any conclusion
merely ftrom the trends of respective growth rates of revenue expendi-.
ture uncer different heads without consicering the'amounts of absolute
change. Table 4 shows the necessary informetion that demanés‘a close

attention.
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Table 4

Compound Growth Rates in Percent and Absolute
Increase of Revenue Expenditure of the GOB
under Different Heads from 1972-73 to 1984-85

(Tk.»in million)

Head Compound : Absolute

‘ .Growth Rates Increase
1. Administration ‘ 18,0 A 5420
2. Debt services ' -30.0 3047
3. kducation and Health 22.6 ' 5962
4. Defence ) 30.5 - 4725
Se¢ Civil works 28.0 . : 818
6. Railways ‘ 19.8 - 1421
7. liscellaneous 29.7 7193

Source 3 Calculated on the basis of Table 3 of this chapter.

From the above table it is found that the févenue expenditure
of the GOB under the -head of 'rCefence’, ‘'Lebt services' -and
‘*Miscellaneous’ took»the ist, 2nd and 3rdé positioﬁ respectively‘

“from the point of view of compound growth rates in percent oVér the
years. But they took the 4th, 5th and 1lst position respeéﬁively from
the point of view of absolute increase. Interestingly enough, the
head 'Education and Health' and ?Administration' took the Sth- and
7th position respectively from the compound growth-rates»poiht of
view. But they took the 2nd anc¢ 3rd position respectively i;om the
absolute increase point of view, Similarly, the poéition of"Civil_
Wworks' was 4th in consiceration of compound grthh rates bu£ its
positidn fell down to the bottom (7th) from the point of view of

absolute increase.
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Again mere growth rates anc absolute increase - are not:suffi-
cient to give us a ciear picture about the trena of revenue‘éXpendi—'
ture of the GOB under different heads over the years. It is now
‘necessary to have an idea about the relative importance or perceﬂtage
share of c¢ifferent heads to the total revenue expenéiture of the GOB
over the yeare, |

Table 5 shows that, with some exceptionS} the relative impere
tance of different heads under revenue expenciture reﬁained‘the'séme,
since indepencence. Thus 'Administration' took the'ist positien'for
all the fiscal years after liberation except 1984-ES. On'en.average.e
this heaa constituted 26.4% df the total revenuve expenditure over the
yearse. On the baslis of yearly averasge, 'Education and Health', |
'Miscellaneous! and 3Lefence';took the 2na, 3:& and 4th position
resﬁectively. _ |

It is striking to note that from the early seventieé to the
mid-seventies, the share of revenue expenditure under ’Edueation
and Health' decreased while the share of ‘Lefence' increased. And
in some fiscal years the share of 'Cefence’ exééeced the shafe'of
'Education and Health'., However, during the eighties. an iﬂcreasing
share of *'Ecucation ana Health' is recorded.,

In respect of 'Debt sServices' it is obserwvec that though its
percentage share decreased in the early se#enties, from the mic-
seventies to the early eighgies it registered an increased.bereep-
Aﬁage share of revenue expenaiture. and ﬁhroughout the-eighties the
share of revenue exbenditure under *'Debt Services' remainedSalmest

invariable.
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The percentege share'of ‘Miscellaneous' to the total revenue
expenditure was fluctuating over the years and in some fiscal years
this head took the 2nd position from the 3ra superseeding 'Education
and Health'. And in 1964-85 this head took the lsﬁ position. This is -
an indication of the fact that the GOB had to faee many unfo£e~seen
ané unexpected situations in each and every year, the ekpedditure of
which could not be categorically forecaseed in the budget. |

The percentage share of °'Civil Works' toAthe total revenue
expenditure though registered an increase in the early seventiee,
from the mid-seventies its importance was gradually diminishingd'And
on the basis of yearly average it took the lowest position (4.1%).
Similarly, the percentage share of 'Railways' to the total revervue.
expenditure was very poor and its share remained more or less invari-
able throughout the whole period uncer stﬁdy.

From the above analysis'one may - ascertain some interesting
features regarding the growth and pattern of revenue expenditﬁre of
the GOB during the period under -study: |

1) The total revenue expenditure of the GOB has increased
over the years and constituted on an average about T%
ﬁtMGW(MMeNsmummwemdmmimuwmm
of the Government in economic activity.

2) The highest compound growth rates were registered under
the heads of 'Defence’, ‘Debt servicds' and 'Miscellaneous’
(fable 3). But the highest absolute, increases were
registered uncer ‘Niscellaneous', *Education and Health®
and 'Administration' (Table 4). '

3) 'Administration' recorced the highest percentage share
to the total revenue expenditure of the GOB throughout
the whole period under study (Table 5). This reflects the
fact that the GOB had to spend a huge amount of money for



Table 5

Percentage share of Revenue Expenditure under Different Heads
to the Total Revenue Expenditure of the GOB from 1972-73 to 1984-85

183

Head 72-73 73-74 74=75 75-76 76-77 77-78 78-79 79-80 80-81 81-82 82-83 83-84 B4-85 Yearly
' Average

A 40.3 3642 25,9 2445 26,0 24.7  24.8 24.6 2649 25,1 21,5 21,4 21.4 26.4
B 643 5.3 5,5 6.4 1144 7.3  10.0 7.8 7.8 11,8 10,5 11.0° 10.8 8.6
c 26,4 22,9 17,6 1742 16,7 17.9  20.3 17.8 19,5 17.2 18.5 19,7 22,3 19,5
D 9.5 12,1 12,5 17.4  19.7 15.3 13,7 18,0 18.5 18,8 19,5 17,1 16,8 16,1
E 2,10 6.2 942 5.4 . 49 4.2 4.4 3.9 3,8 3.3 3,3 3,1 2.9 4.1
F ce Bl 6.7 BuS 8.0 75 Tsé  Tul 0 Be3 7.5 7.8 8.8 6.8 6.4
G 15,4 9,2 22,6 20.5 17.3 23.1 19.4 20.8 15,2 16,2 18,9 21,0 25.7 18.9
Total 100,0 100,0 100.0 100,0 100,0 10040 100.0 100,0 100.0 100,0 100.0 100,0 100.0 1000

Note 3 A = Administration, B = Debt Services, C = Education and Health, D = Defence, E = Civil works,

F = Rallways and G = Miscellaneous

source i1 Calculated on the basis of Table 1 and 3 of this chapter.



184

the normal running of the government leaving thereby
very little as government saving.

'4) The percentage share of revenue expenciture under ‘Defence’
to the total revenue expenditure of the GOB has increased
markedly showing the overwhelming priority of this field
since the mid-seventies. '

4, Revenue Expenditure of the GOB dﬁr;gg Different Plan Periods

let us now view the revenue expenditure of tﬂe’ GOB taking
different plan periods into consideration. iable 6 shows thét the
total revenue expenditure of the GOB in absolute term has ;nctéased
on an average by Tk. 1455 million per annum during the-FFYP and by
Tk. 2006 million and Tk, 3176 million on an average per annum during
the TYP and the SFYP respectively. The growth rates of revenue

expenditure, however, showed a dec;ining tendency over the plan

periods.
Table 6
Growth Trend of the Total Revenue Expenditure
of the GOB during Different Plan Periods
Period Absolute Increase . Growth Rate
(Tk. in million) (In Percent)
FFYP o : '
(1974-78) 1455 : 34.6
TYP ,
(1978~80) 2006 19.4
SFYP .
(1980-85) 3176 - 16.9

A Source 3 Calculated on the basis of Table 1 of this chapter.
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Table 7 Shbws the growth rates of revenue expendituré undér‘
Gifferent heads duting the plan péribdé.'lt ié founé that under all
headé-the growth rates showed a declining tendency dgring the plaﬂ
periods‘excgpt the fact that the groQﬁh ratés of"Débt Serviées',
'Education and Health' and 'Miécellaheéus' showed an increasing
tencency ftom the TYP to the SFYP. The notable feéture is that'for'

all hea&s,_the gfowth rates were too high curing the FFYP for obvious

reasons.
A Table 7 i
Growth Rates of Revenue Expenditure under
Different Heads During Different Plan Periods.
| (In percent)
Head FFYP . TXP ' SFYP
- (1373-78) (1978-80) __ (1380-85)
1. administration 22.0 19,0 13,8
2. Debt services 38.6 23,2 . 25,0
3. Education and ' ' . : L
4. Defence 48.1 - 29,7 15,2
5, Civil works - 54,9 - 15,1 - 1067
7. Miscellaneous 45.8 13,5 . 21.9

Source 3 Calculated on the basis of Table 3 of this.chaptex{

In case of percentage share of revenue expenditure under
various heads to the total revenue expehditure Table 8 shows that
,thevhighést share went to the head of ‘Acministration' over the
Plan périods. The notable feaﬁure is that while the share. of
'‘Administration' to the total revenﬁe expenditure started decreasing

graduaily. thé share of 'Debt services' and 'Defence' started
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increasing sharply from the FFYP to the TYP and the SFYP respectivelye.

Table 8

Yearly Average Percentage Share of Various
Heads to the Total Revenue prenciture of
the GOB during the Plan Periods,

Head _ FFYP - TYP . SFYP

(1973-78) (1976-80) (1380-85)
1, Administration 2705 247 23,2
2., Debt services 762 9.0 10.4
3, Education and Health 18.5 19.1  19.4
4. Defence 15.4 16,0 18,0
S Clvil works 5.2 4.1 3.3
6. Railways 7.7 7.2 | 7.6

- 7. Miscellaneous 18.5 - - 20.1 . 139.4

Sources Calculated on the basis of Table S of this chapter.

S. Review of the Revenue Budget of the GOB

Revenue budget consists of revenue receiptsvahd revenue
expenditure, In Chapter 5 we have explained the receipt's side of’
the reveaue budget and in the foregoing sections of the present
chapter we have explained the expenciture side of the revenue bucget
of the GUB. Let us now have an overall view of the budgetaryfposition
of the revenue budgeﬁ of the GOB during the per;od under stu&y.

As we know, the excess of revenue receipts over revenue
expenditure denotes government saving which is adced to the comestic
regources available for financing investment écﬁivities. it is said
_that_government receipts, especially-taxation is a form of cbmpul—_
sory saving and is desirable. But it must be realised that taxation

by itself only leads to a transfer of funds from the private to the
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public coffers, Its effectiveness in prémdting capital formulaﬁion 7
is limited by the extent to which the increased revenues are used
for 1nVestment'purposes. If they are ébsorbed by'an'indrease in
administrative non-development expenditure; the cépital is Virtuélly .
lost to the economy. In other words, non-develbpméht-expend£ture
shrinks government savings iéading to a rise in the saving-investment
gap thereby raising more dependency on foreign §id. _
Table 9 shows the budgetary position of the revenue budget

of the GOB from 1972-73 to 1984-85. It is found that both the reverve:
expenditure and ﬁhe GDP of Bangladesn have incrgaSed sﬁead;iy over -
the years. In other words, there is aldirect relaiionahip between a
| rise in the GDP and a rising share of revenuve expenditure in.the.

GDP. This relationship can best be expressed by what is known as the:
'law of increasing state activities and expenditures' prOpbugéed by
Adléph wagnerl6 which generali;es a gradual~inc:ea3e in the ratio

of government revénue expenditure to the nationalvincome. In other

words, income elasticity17

of goverhment‘revenue expenditure is
positive.

Table 9 shows that the income elasticity of revenue expendi-
ture (measured as‘fhe ratio of percentage change in governmentv
revenue expenditure with reSpect‘to percentage'chahge in GDP),varied
between 0.5 and 7.7. And on an averége the income,elaéticity~o£ |
_revenue expenditure (1.8) was not only positive>but greater than
one for the whole period uncer study. This cleatly reflecﬁs the fact

that revenue expenditure increases faster than the GDP and confirms

Wwagner's hypothesis in Bangladesh.
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. Table 9 :
Budgetary Position of the Revenue Budget,of.fhe GOB from 1972-73 to 1984-85

(Tk. in million)

Fiscal Revenue Revenu_e’ Revenue 4 as GDP at Current 4 as Income Elasticity
year Receipts Expenciture Surplus % of 2 Factor Cost- : % of 6 . of Revenue Expen-
diture
1 2 3 4 5 6 | 7 8
1972-73 - 2302 2131 1T 74 42837 0.4 .o
1973-7¢ 3724 3462 262 7.0 68977 0.4 1.0
1974~175 6240 5655 585 9.4 123949 0.5 .8
1975-76 8841 6360 2481 28,0 103198 2.4 4.2
1976=77 9337 7693 1644 17.6 99874 1.6 7.7
1977-78 11761 9406 2355 20.0 139204 1.7 o5
1978-79 14517 10876 3641 25.1 163909 2.2 .9
1979-80 16805 13419 3386 20,1 197633 | 1.7 1.1
1980-81 ' 22568 - 14816 3752 . - 16.6 ' 2197939 . : 1.7 -
1981-82 23570 18497 5073 - 21,5 . - = 251320 - 2.0 1.7
1982-83 24845 21477 3368 13,5 | 272953 _ 1.2 1,9
1983-84 28126 25030 3096 11,0 331068 0.9. .8
1984-85 35767 29300 6467 18.1 - 395168 . 1.6 -

Source 3 Col. (2) from Table 1 of Chapter 5, col. (3) from Table 1 of _Chaptér 6. Col, (6) statistical
: Year Book of Bangladesh,; Various Issues, Bangladesh Bureau of Statistics, GOB. . .
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In Bangladesh the total revenue expenditure increases.by‘
24.4% annually while the GDP increases by 20.3% annually Guring the
.period uncer study. Thus the demand fdr government revenue expendi-
ture rose faster than the GDP from 1972-73 to 1984-85 thereby justiQ
fying wagner®'s generalization in Bangladeshls. This finding isgalso‘
supported by & world Bank report which shows that in most of fhe
developing countries (data relate to 1960-70 and 1970-80) government
conéumption was increasing more rapidly than Gopt®. '

Again, Table 9 shows that the revenue surplus which iS«BGGEG
to the government sa&ing c6n§t1tuted on an average only 16.5%'6f
the revenue receiﬁts over the years. In other words,‘on'an average
more than 83% of the total revenue receipts were absorbed by the
government revenue expenditure during the pe:ioé»ﬁnder study. Thus a {
major portion of collected revenue ieqeipts hés gohe to meét the |
growing revenue expenditure rather than to increase the level of
government savings to a highéf level. '

The above finding leads us to concl'uc':e that the "pPlease
Effectzo" seems to be in operation in Bangladesh. According to this
view governmental revenue expenditure is a Girect function of the
availability of revenue. In 1DCs where collection of revenue is
difficult, public expenditures stand at a low level. Bﬁt as more
and more revenues are collected with the évailability of m§re and
more séurces of revenue their governmental curreht outaly-incréaées.
As é result, adéitional revenue is associated with an increase ln

current spending, not with an increase in budget surplus. As Stanely

Please states, “The disappointing behaviour of public saving in the
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less developed cquntrigs in spite of impressive recorcs o£ tax
performance is due to the'growth of government current gxpenditure“zl.

In Bangladesh, with ﬁime, transfer payments like old age
pensions, grants to local bodies and so forth have been greatly
enlarged, Public health énd sanjitation programmes have been expahded;_
Education also claimed a larger share of public expenditure. Salaries
of the government employees have increased from time to time and so
on. In addition, clamours of political parties for concessiohs and
benefits, and so on have combined to increase public expenditure. As
Stanely Please asks, “"Is it possible to resist political pressure or
popular clamour for increaséd defence expenditure, salary inéréases

. for public officials, and so on when it is known that the money is

in the kittyz3%*

Whatever may be the cause, non-development expeﬁdituré of the
GOB which increased at an accelerated pace evér since 1972-?3 can
néver be justified on any ground. For, during thé'FFYP, revenue
expenditure increased sharply by more than 30% (Table 6)jannualiy '
as against the projécted target of 10%23. Dﬁring”the'SFYP; annual
rate of growth of revenue expenditure was projected to be f.B%. but
it actually increased by about 17%. More significant, however, was
the fact that revenue expenditure increased at the rate of‘21% per
annum between 1975=76 and 1978-79, even after the policy of fiscal
austerity in various Ministries, Divisions and‘Pubiic Corporations
was introduced in 1975-762%. This s an indication of the fact that
.'whétever economy was achieved through reorganisation and other
measures was more than offset by an increase in other heads of

expenditure'zs.
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In this connection, it may be_mentioned here that large
amounts of subsidies to fertilizer, seeds, pesticides ahd<i#rig§£10n
water in support of agricultural development programmes were'paid out
of the development budget and ‘'if ihcluded in the-revenue budget'{
as evaluateq by the Planning Commission, ‘'the surplus in thelreVenue
budget would have turned negative in many Years‘zs.

We, therefore, conclude that-whiie in a new country,viﬁ was
not unnatural for the current expenditure of the governmept to
increase at a'high rate during the early seventies, such @ high rate
of increase in the late seventies_és well as in the eighties, was
neither warraﬁted nor natural, ptécticélly when-the ptincipie'of
‘f£iscal austerity was introduced and subsidies in many areas were
almost withdrawn. This contributed not only to misuse of resources

but also to diversion of development resources away from the produc-

tive sectors.
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