
Chapter 3 

AN ANALYSIS OF THE NATIONAL BUDGET 
FOR FISCAL YEAR 2004-2005 

3.1 INTRODUCTION 

3.1.1 Pre-budget Concerns and Challenges 

The National Budget for the fiscal year 2004-05 (FY2005) has been placed in the context 
of a mixed macroeconomic performance in the FY2004. The benchmark of FY2004, on 
which the Budget for FY2005 has been prepared, includes both positive developments 
and negative drawbacks. 

Positive Developments in FY2004 

One major positive development in FY2004 has been the attainment of the GDP growth 
target (5.5 per cent) which was earmarked by the macroeconomic framework oflnterim
Poverty Reduction Strategy Paper (l-PRSP). There was already a low fiscal deficit planned 
for and then the actual realised fiscal deficit turned out to be lower than what was planned 
(though some may also argue that this was because of low spending requirements of the 
government). There was a pick up in both domestic and foreign private investments in 
FY2004. Most of the proxy indicators of investment have also reflected this positive 
trend in investment in FY2004. In addition, steady agricultural production and fresh 
movements in the capital market have supplemented this positive trend of the economy. 
The performance of external sectors also followed the trail of import resurgence, particularly 
after the collapse of the last year, which is also a'tl indication of growing domestic 
demand. Continued export recovery after the 9/11 terrorist attacks in USA was also 
observed. The buoyant flow of remittances contributed to the improvement in foreign 
exchange reserve and no shock was observed in the exchange rate during the FY2004. 

Disturbing Developments in FY2004 

Some failures in macroeconomic performance somewhat diluted the achievements of 
FY2004. Under-achievement in revenue earnings, p~rticularly in the non-NBR and 
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