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Income inequality widens in country

Top 10pc hold 35pc of nat’'l income, their tax only 1.4pc of GDP
C
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INCOME INEQUALITY

Jasim Uddin Haroon
Income inequality is on the rise in the country with the richest people increasingly owning large shares of
the national income but contributing little to the public exchequer through tax payment.

By an economist's count, the top 10 per cent of the population holds 35 per cent of national income, while
their payment of tax accounts for just 1.4 per cent of the gross domestic product (GDP).

Such disparate picture has been drawn in a book titled 'Growth with Equity’, authored by Dr Sadiq Ahmed,
by way of analysing a long-term perspective of the income scenario.

The writer says: "Even if the average income tax rate were 10 per cent, we should get 3.5 per cent GDP in
personal income taxes."

He also noted that one of the policy challenges is to promote domestic and foreign private investment
through a major overhaul of the investment climate.

He said just pumping the funds into the economy would not ensure that investment, rather investment
climate - dealing with a whole range of issues, including political uncertainties, availability of
infrastructure, land availability, and business-transaction cost - needs to be addressed.
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Finance Minister A M A Muhith speaking at a book-launching ceremony, organised by Policy Research
Institute of Bangladesh (PRI), in the capital on Tuesday. story on page 1 — FE Photo

Dr Ahmed, also vice-chairman of the private think-tank Policy Research Institute of Bangladesh (PRI),
noted in his book a widening trend in income inequalities in the country at all levels - national, rural and
urban.

The Gini coefficient, a popular gauge of measuring income inequality at national level, increased from 0.36
in 1984-85 to 0.46 in 2010, showing a wade increase in national income inequality.

"This inequality is a source of concern, and it needs careful monitoring,” he said.
The economist said the urban inequality increased faster than rural inequality.

Dr Sadiq's book was launched in presence of a large number of economists and policymakers. Finance
Minister A M A Mubhith joined the programme as the chief guest with former finance minister M
Syeduzzaman in the chair.

Prime Minister's Political Affairs Adviser H T Imam and Economic Affairs Adviser Dr Mashiur Rahman and
Bangladesh Bank Governor Dr Atiur Rahman joined the book-launching programme as special guests.

Economists Dr Mohiudidn Alamgir and Mustafa K Mujeri reviewed the book. PRI Executive Director Ahsan
H Mansur made welcome address.

The finance minister admitted that income inequality is on the rise despite steps being taken to contain
widening of the gap.

"The extreme poverty has dropped, and the overall poverty has been reduced significantly,” he told the
meet.
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The looming threat of income inequality

Sadig Ahmed's book points to challenges to higher growth, poverty reduction

Star Business Report

Despite progress in many areas, growing income inequality is a concern for Bangladesh as it can create social
and political unrest, warned an economist in his book unveiled yesterday.

“The long-term rise in income inequality is worrisome and could create social and political unrest,” said Sadiq
Ahmed, vice-chairman of Policy Research Institute, who had held several senior positions at the World Bank.
The inequality challenge needs to be addressed forcefully, he said. “International experience suggests that
income inequality can mainly be addressed with a very strong and focused redistributive fiscal policy.”

In his book, Ahmed highlighted the need for progressive and universal personal income taxation, and
substantial increases in public spending on health, education and social protection to reduce the income
inequality.

Finance Minister AMA Muhith along with Prime Minister's Political Affairs Adviser HT Imam, Economic
Affairs Adviser Mashiur Rahman and Bangladesh Bank Governor Atiur Rahman unveiled the book -- “Growth
with equity: contemporary development challenges of Bangladesh™.

Former finance minister M Syed-uzzaman moderated the programme.

The book is a compilation of research papers written between 2012 and 2014. It is a dispassionate analysis of
the phenomenal growth of Bangladesh and an incisive enquiry into what extent the equity issues were tackled.

The author said Bangladesh is one of the few countries in the world that achieved an average GDP growth of
more than 5 percent over the last 30 years.

“The growth rate is stable and on an upward trend, despite lots of international and domestic turmoil. This
shows the resilience of the people and a hope that further progress is possible under the seventh five-year plan
and beyond,” Ahmed said.

The ability to achieve the target for 7-8 percent growth hinges critically upon the ability to increase the
investment rate from an existing 28 percent of GDP to 34 percent by 2020, he added.



On the equity front, he said, the record is also impressive. “Poverty has come down steadily and consistently.
Human development indicators show sustained long-term improvements and progress with gender
empowerment has drawn international attention.”

“Some 60 percent of the population consumed at 1.5 times the poverty level and 80 percent of the population
consumed at 2 times the poverty level.”

The huge concentration of the poor around the poverty line suggests that there is a large number of near-poor
who are vulnerable to shocks related to weather, health or political turmoil, and can easily cause many to slide

back into poverty, he said.

Ahmed also highlighted several policies that will be required to address the growth constraints, including
investment, infrastructure, skilled workforce and social security.

Muhith said one of the main targets of the government is reducing income inequality by focusing on poverty
alleviation.

On infrastructure, he said the situation is worse in Bangladesh than in other regional countries. “It's mainly
because of the quality of infrastructure that is very poor in the country.”

The government's focus is also on improving infrastructure, especially the roads, according to Muhith.

“No new roads will be constructed right now.”

Governor Atiur Rahman said the country is entering a new phase of growth amid multiple transitions: from
lower- to higher-middle income country, with increasing trade and financial integration and amid a difficult

global environment.

“The resilience of our economy has been deeply linked to the equitable nature of our growth drivers --
agriculture, labour-intensive manufacturing and remittance.”

“But as Sadiq Ahmed reminds us, we cannot take this for granted. We need to emphasise growth with equity
so that our growth continues longer, touching more lives,” said Rahman.

Employment serves as a bridge between growth and equity, he added.

“Human capital formation by investing in health and education, and social safety net policies is essential to
promoting a virtuous cycle of growth, poverty reduction and equity.”
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Rich people pay poor tax

Tribune Report
Income inequality between rich and poor has been widening in the country, putting pressure on the

economy, according to a book launched yesterday.
The country’s rich people increasingly own the larger shares of the national income but their contribution
in terms of tax payment to the national exchequer is too poor, said the book titled “Growth with Equity:

Contemporary Development Challenges of Bangladesh.”

The top 10% of the population accounts for 35% of the total national income, but their tax payment is just
1.4% of the gross domestic product (GDP), said the book.

“The Gini coefficient at the national level has increased from 0.36 in 1984-85 to 0.46 in 2010, showing the
large increase in national income inequality,” it said.

The author of the book Dr Sadiq Ahmed said: “This rising inequality is a matter of concern and it needs
attention. The inequality in the urban area has been increasing faster than rural area.”

He said, “If the average income tax rate were 10%, the personal income taxes stood at 3.5% of the GDP.”

About income gap, he said that one of the policy challenges is to boost domestic and foreign private
investments through a major overhaul of investment climate.

Pumping the fund into the economy will not ensure investment, he said rather investment climate dealing
with a range of issues like political uncertainties, availability of infrastructure, land availability, business

transaction cost needs to be addressed.

Dr Ahmed, also the vice chairman at the Policy Research Institute of Bangladesh (PRI), noted in his book
about the upward trend of income inequality in the country at national, rural and urban levels.

Speaking at the launching ceremony, Finance Minister AMA Muhith admitted the fact that income
inequality was on the rise despite steps taken to contain it.

Quoting a recent survey, he said the poverty level dropped to 22.4% in 2015 from 31% in 2010.

He said the government has taken adequate steps to upgrade the skills of the labour forces through a
project styled SEIP (skills for employment investment programme).

Political affairs adviser to the Prime Minister HT Imam, economic affairs adviser to the Prime Minister Dr
Mashiur Rahman, Bangladesh Bank Governor Dr Atiur Rahman, former finance minister M


http://www.dhakatribune.com/author/tribune-report

Syeduzzaman, economists Dr Mohiudidn Alamgir and Mustafa K Mujeri, and PRI executive director
Ahsan H Mansur were present at the book launching ceremony.

- See more at: http://www.dhakatribune.com/business/2016/feb/03/rich-people-pay-poor-
tax#tsthash.yyDwiOpD.dpuf
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