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TRENDS IN THE ECONOMY



TRENDS IN THE ECONOMY

The price pressure which the economy was subjected 1o in 1876-77
and the following year led 1o the intengification of efforts in 1978-79 towards
stabilizing the econgmy. In order 1o relieve the price SHaIns medsufcs Wers
initiated both gn the demand and supply sides from the very beginning of
1978-79. Efforiz to boost agricultural production throegh incregsed use ol
fertilizers, high-yielding wvariéty seeds and ather inputs were Significantly
stepped up. With a view 1o providing an inducemsnt to farmers to increase
production the procutement prices for paddy and rice were glso increased by
7.6 and 4.6 per cent respectively in May, 1979, To augment supplies of
industrial products through better utilisation of capadity, the impaort policy
was further liberalised. The imports during 1878-78 were programmed at
TE1500 crores as agalnst TK1214 crores provided tor in the policy tor 1877-78.
with a aubstantially farger provision for imported raw materials and spara
parts,  In order to mainiain the continuity in tha How of imparted raw ma-
terials, to allow greater flexibility and better planning in the procuremeant of
materials and also to facilitale the coordination of import palicy with other
aspects of economic management the Import policy was framed and announ-
ced ona yvearly basiz. To provide support to the enfarged import progeammnes,
a significant increase in exports was programmed for 1978-79.  The export
target for the year was fixed at Tk 900 crores as against the actual of Th. 740,61
cfores in the preceding year. In order that no difficulty is experienced Tg
ach-ia:.'a the target, incentives to non-traditional exports were stréngthened
by broadening the coverage of the Export Performance Licensing Scheme to
include 11 mare items.  Additionally, the entitlement rates under the Scheme
were raised in the case of seven items. Apart from this, the exchange rate
policy was pursusd in such a flexible manner as to gradually enhance incen-
tives fo exports in gensral by reducing the dizparity between damestic cast
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and international prices. The refixation of the exchange rate made fram time
to time during the year under report resulted in depreciation of Taka fram
TE.28.53 to Th.33.00 per pound, On the demand side, with 8 view 1o con-
taining monetary demand the Government eschewed delicit financing dusing
18978-73. In grder to strengthen the public finance position the Government
raised the fertilizer prices by an average of 16 per cent from July., 1978 and
the ration prices of rice and wheat by 20 per cent and 12,5 per cent respec-
tively from May. 19, 1979, For adequate demand menagement a caulious
apprpach was adopted in framing the monetary and credit programme for the
vear under report, Apart from this, since December, 1978 the Bangladesh
Bank restricted refinance facilities to the commercial banks and directed the
banks to accelerate the rate of rellrement of credit. At the same time, the
banks were ssked not to sanction any new credit limit, except to the pricrity
sectors, and alse to scan thelr entire credit portfolio to identify arcas where
credit contraction was possible without affecting the productive activity and
to teke measures to reduce credit in those areas.  The banks were also in-
structed to charge a penal rate of intérest on unsatisfactory lending accounts
which would go up hy 1 per cent a month upto an overall intcrest rate
ceiling of 20 per cent per @annum including the penal intérest.

2. Daspite the stabilisation efforts the price pessure intensified during
1978-79. Tha Cost of Living Index for the Middie Class Pegple at Dacca
{1969-70 - 100} rose from 457.27 at the end of June, 1978 to 52285 by
June: 1979 indicating an increase of 14.34 per cent over the vear under repart
as compared with the rise of 12.23 per cent over the preceding year. The price
incfeases werg recgrded by all the sub-indices and were particularly pro-
nounced in the case of focd, fuel and lighting and housing and house-haold
requisites. To spme extent 1he inflation duting the year was an impored one.
Prices of patroleum and oil products, cotton, billet, edibie oil, capital goods ete.
significantly increased during the yesr. The continuznce of the two-digit
inflatign, however, reflected mainly the imbalance between demand and
supply created by 8 much slower growth of G.D.P. than envisaged and a

ralatively fast expansion in liguidity
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3. There was considerable slowing down of the growth of the eep-
nomy, G.OLP, rose only by 4 per cent during 1978-73 a5 against the tar-
getted growth rete of 5.6 per cent for the year and the actual increase of 7.9
per gent in 1977-78. The deceleration in growth was meinly dee to the
unsatisfaciory performance of the agricultural zecter.  Agricultural output
showed an increase of anly 1.3 per cent during 1878-72 as against the target-
ted incréase of 4.3 per cent for the year and the actusl growth of 7.4 par
cent in the preceding year, The reduced growth in agricultural production
was primarily due to a decline in foodgrairs production from 131.06 lakh tons
in 1977-78 to 129-80 lakh tons in 1978-79 which was the combined result
of prolonged drought, early floods and pest atfacks causing heavy damage,
particularby to the Aman crap,  The performance of the industrial sector was,
howaever, batter than expected with total gutput in this sector increasing by
8.7 per cent during 1978-78 as against the target of 7.2 per cent.  Particularly
encouraging was the growth of 174 per cent in construction which, inter
alia, reflectad liberal credit facilities and adequate supply of building materials,
The growth in other sectors during the vear under report was estimated a1 6
per cant,

4. Even thaugh growth of the economy slowed down during ths
yedr, the expectations regerding growth in coming yvears were significantly
raised by an acceleration in development activity. The Annual Develop-
ment Programme for 1973-78 which was originally envisaged a1 Tk.1390
cfores on a net basis was later revised substantially upward to Tk, 160262
crofes, reprasenting an increase of about 33 pér cent over the aciuel develap-
ment expenditure of 1977-78. It is encoursging that the share of domestic
resources (excluding the Government's recourse to the banking system) in
the total resources available for development increased from 19 per cent in
1877-T8 to 25 per cent in 1972-79,  This indicated that efforts to mobllise
greater domestic resaurces far development met with some success. Prospects
far investment in the privale sector alsg improved with the anpnouncement
of a revised investmant policy which virtually waived the ceiling an private
investmeant, and alsg because af the substantial provision of Tk, 468 crores
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in the Industrial Investment Schedule for 1878-80, A sum of Tk.218 crores
with foreign exchange compaonent of Tk 83 crores has already been sanc-
tigned for 748 industrial wunits during the vear T878-73,

6, As againet the G.D.P. growth of 4 per cent, total liquidity (broad
money] expanded by 24 per centduring 1978-7%. While this warranted a
price increase of 20 per cent over the year, prices aclually increased by 14
per cent, iImplying either that the income velacity of broad money declined or
that because of the lag-effect the impact of excess liguidity ereation was not
fully reflected in prices during the vear. Lis very difficultto say with precision
wihethar income velgeity of broad maoney declined during the year under
report although preliminary esimates indicate d decline, Howevar, an inalys
g% 8% to whether there was a decline in the relative importance of fon-mong-
tized subsistence sectof, lengthening of income-axpenditure period or reversal
of the role of price expectations during the vear under report could provids
a rough indicatign.  With the growth of the agriculiural sector being not
maore than pnominal and foodgraing production aclually declining during the
wear it can be said with cerlainly that the relative importance of the subsis-
tence sector declingd during 1978-73.  While it Is difficult to infer whether
there has been apny change in income expenditure period during the vear, with
the rate of price increase signiticantly slowing down in the first nine  maonths
of 1978-78 when the cost of living index for Dacca Middle Class rose by not
more than 5.2 per cenl as against the increase of 8.6 per cent in the corres-
ponding penod of the precaeding year theré might have béen some reversal
of the role of price expectations.  The marked acceleration in growth of time
deposits in the final quarter of the year presumably reflected its lagged effect.
The rate of increass in time deposits which did not escesd 11.98 per cent in
the first six months of 1978-78 and was not more than 1457 per cent in
the first ping months of the year, turned out to be much higher at 27.66 per
cent taking the vear asa whale. Thus the year ended with a proportionately
farger increases in time deposiis tThan in gverall broad money; suggesting that
the Incomée velocity of broad money might have declined to some extent
with the résult that the overall liquidity created during the vear was not fully
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reflected in price increase.  However, another hypothésis that can be made
is that as substantial additional liguidity was created in the last month of the
year it was also quite possible that excess liquidity created during the year
could not have [t full impact on the price [ncreass during the year wnder
repart.

6, Butflorasizable surplusof Tk.110.95 crores in intérnatignal accounts
the rate of expansion in liguidity would have bsen notably less during 1978-79
than in the preceding vear. In fact, domestic credit {as per IMF definition )
expanded at a much slogwer patce In 1978-78 than in the preceding year al-
thaugh in absolute magnitude the expansion was slightly lerger than in tha
preceding year. Tolal domestic credlt recorded an expansion of Tk49598
crores or 21 per cent duripg 1978-79 as comparad with the rise of Tk.485.39
crores or 28 per cent during the preceding year. The slowear rate of expansion
in domestic credit was mainly attributahle to strict discipling. enforced ir the
fiscal operations of the Government as réflected ina Government surplus of
Tk, 2563 crores during the yvear as against a defizit of Tk, 11408 crares in
1977-T8. The rate of expansion in credit to the public ssctar also decined
to some extent, Credit to this sector recorded an expansion of 22 33 paer cent
during the year as compared with 2418 per conl in the preceding year. In
ebsolute terms, however, credit expansion to the public sector at Tk.205.60
crofes during 1978-79 was Tk.26.34 crores more than in the preceding year,
reflécting higher average prices of jute, slower than expected export mowve -
ment of jute, increased advances against imported commadities and larger
debenture fingncing. The rate of expansion in credit to the private secior
markedly increased during the year undar report, Credit to this sector recor-
ded an expansion of Tk.316.01 crorés or 42 per cent as compared with
Tk.192.05 crores or 34-61 per cent in the preceding year. This was primarily
attributable to the substantial seasonal expansion in the jute credit because
of the high prices of jute and much slopwer than echeduled retiremsnt n this
cradit in the off-season, probably because of certaln speculative activity and
diversion of funds by the jute traders, Another contributory tactor for larger
g¥pansion in oredit 1o the priveie ssctor was an inorease of Tk12.64 crores
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in disbursement of credit to the agricultural sectar gver the previgus year.
Furthermore, export bills discounted in the case of the private sector recorded
sharp expansion of Tk.45.28 crores in 1978-7%as sgainst a decline of TE1D
crofes in the preceding year.

7. While the deceleration of the growth of the economy pointed 1o
the need for bringing down tha rate ol expansion in domestic credit to keep
the liguidity expansion within the safe limit, the substantial expansion in
activity in the foreign trade sector which accoumts for not less than 60 por
cent of total bank financing s&t a limit to the efforts which could bé made in
this direction, Exports rose by a5 much a3 24 per cent in 1878-79, The
grawth in impaorts in the first ning monthe of the year under report as compared
to the corresponding period of the preceding vear was also not less than 30
per cent. When a further substantial increase is envisaged both in exports
and impaoris during 1979-80 with the target fixed at Tk.1100 crores for exparts
and Tk. 900 crores for cash importsand a big push to development activity is
being attempted through a provision of as much as Tk 2070 crares far the
Annual Development Programme representing an increase of 28 per cent
over the revised Annual Development Programme of 1978-79, it might be
difficult to bring down the rate of exparsion in domestic credit 1o a significant
extent unless the pace of retirement of credit significantly improves.  While
it iz as much the responsibility of the priority sectors o stick lo repaymant
schedules a3 it is incumbant on the part of banks 1o extend credit to these
sactors as liberally as possible, the repayvment performances of the major
prigrity sectors, namely, export and agriculture heve not been happy during
1978-79. In the export sector the pace of retirement has been particularly
slow In the case of jute. Repaymeant of credit against jute trade both in the
private and public sectors were Tk.88.43 crores and Tk.53.04 crares less than
scheduled, [t is not at all healthy that traders should hold the commodities
they purchase with bank finance till the time prices attain & level at which anly
sple of their products becomes adeduately remunerative by their own stan-
dard, MNor can any justification be found for delaying the repayment of credit
on the ground that the prices at which they purchased goods ware hig her than
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the prices at which they contracted forsales.  Bankscannot beexpectad to
take any responsibility for the lack of foresight which the traders might evince
or for the imperfections which might creep Into their business and export
planning. Mor can the banks be expected to finenoe losses incurred by them.
While extending credit the banks cénnot remain oblivious of the disclpline they
should exercise in employing their Tunds to guard against any illiquidity and
the need to ensure the maximization of the use of their loanable funds parti-
culariy to occommodate the expanding needs of the productive and priority
gactors as far as practicable with their limited resources.

8. The thinking that repayment performance would be much better
when credit is linkad to preduction than whean it i5 extended for finamcing
trade did not get much credence from the repayment behaviour under the
Special Agricultural Credit Programme, Despits increased efforts towards
stepping up the recovery of lpans the repayment performance under the
Special Agricultural Credit Programma has been much less than expected.
The low pace of repayment of credit under the Scheme nof only endangerad
the development of a disciplined agricultural credit system but also added
substantially to the current inflationary pressure in the country. Recoveries
made by the participating banks umder the Special Agricultural Credit Pro-
gramme upto the end of May, 1979 amounted to Tk.42.54 croresand Tk.17.44
crores Constituting 64.45 per cent and only 32.62 per cent of the amo-
unts due against tha disbursements under the programme for 1977 and
1978 respactively. Despite a substantial increage in the use of fertilizers
and other agrizultural inputs agricultural production showed onby a nominal
growth and foodgraing production suffered a set-back in the yvear wnder
report. This experiance clearly demomnstratas thal wnloss a stable bhasis is
laid tor & steady increase in production repayment parformance is not likely
to improve even when credit is linked to proaduction, This also brings to the
fore that our agriculture is still substantially left to the vagaries af nature,
While it is clearly recognised that upcertainty with which the performancea
of the agricultural sector is shrouded cannot be removed unless there is a
large expansion in the irrigated area sccompénied by stronger efforts to
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improve flopd protection and drainage, no significant progress has yet been
made in this direction. The imigated area at 9 par cent of total cultivable
land In 1978-79 shows anly a nominal increase as compared to the pre-libera-
tion peripd. The consequence is that while the climatic conditions with
adequate Irrigation facilities should permit three craps in almostall cultivable
lands in the country the croppirg intensity averages not more than 150 per
cent. Since the development of water resources has been slow in the past,
a lerge additional effart is needed in this sphera.

9. One of the main intentions for intraducing the Special Agricultural
Credit Programme was to significantly improve the access of the small farmers
and share-croppers to the institutional eredit. However, despite the gpaning
of a large number of bank branches in rural areas in the past two years the
share of small farmers and share-croppers in total dishursement under the
Special Agricultural Credit Programme remains belgw the level desired, Two
different explanations are provided in this regard. One group feels that
substantial stepping up of lnans to small farmers will mean a large incresse in
the number of loan accounts which will involve toa high an administrative
cost to be covered by the existing relatively low lending rate. The existing
lending rete cannot alsc adequately take care of the default risk which in the
absence of the adequate knowledge of the banksabout the credit worthiness
of the small farmers and share-croppers is considefed to be greater in their
casas than in the case of large farmers. It was, therefofe, natural on the part
of banks to allocate their funds to a few large affluent farmers than making
small lgans to numerous small farmers. A large part of the credit wnder the
Special Agricultural Credit Programme was preempted by the affleent
farmers alsg because of the fact thet they found any easy way of makirg
substantial profit in availing of funds under the Special Agricultural Credit
Frogramme much more than thair requirements at relatively low interest rate
and lending the excess amount to Small farmers at exorbitant rates in the un-
organised market. This group, therefare, holds the view that the increase
in the existing lending rate will remove one of the main bottlenecks to signi-
ficartly enhancing the share of emall farmers and share-croppers in the total
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disbursement under the Special Agricultural Credit Programme. The increase
in lending rate would not only remove the banks' hesitancy to extend credit
to the small farmzrs to a substantial extent but would also make more funds
available for the small farmers and share-croppers by reducing the margin
betwsen lending rates in the erganised and unorganised markets and thereby
discouraging the aflluent farmers to obtain credit under the Special Agricultural
Cradit Programme more than their genuine requirements,  The availability of
funds might actually be still larger if the increase in lending rate is transmiited
to depasit rate and as a result deposit mahilisation in rural areas would gain
momentum. Despite the increase in lending ratethe smeall farmerzand share-
cfoppers would benefit from the Special Agricultural Credit Programme in
as much as even after the increase the lending rete will remain notably less
than that of the unorganised market which is still meeting a large part of their
credit needs. Another group feels that it is the deficiency of the existing
organisaiionsl structure which is mainly responsible for the inadequate flow
of funds to the small farmers and share -croppers under the Special Agricultursl
Credit Programme. The rural poor can hardly feel secure in the power struc-
ture of an organisation which emoraces both small and affluent farmers.  |f
they are to have fuller participation In the countiy's economic development
programme and if they are to have their due share of the benafits of economic
progress they would need to build up an organisation of their gwn which
should alse have a close link with financial institutions.

10, In order to 1851 the above hypotheses the Bangladesh Bank has
launched two experimental piojects. The first project which iz known as
Rural Finance Experimental Project and which was undartaken in Movember,
1978 under an agreement signed earlier betwesn the Gowernment of Bangla-
desh and the United States of America ig belng implemented by all the six
natignalised banks, BEB, BSBL and IRDP in some 80 selected outletsthrowgh-
out the country under 8 different models. The endeavour which is being
mede under the Project is to ascartain whethar flexibie interest rates can help
bulld up an effective system for delivery of credit and savings services to the
target group. The second experimental project is known as Gramean Bank



Project, Its basic phjective is to develop the rural poor people through
approprizte systems and institulions in general and to bulld up in particular
an orfganizational framework for the weaker sections of the rural community
which will have a close link with the banking institutions.

11.  Inths context of the need for substantially stepping up the furp-
opver of credit it also needs to ba réeviewed as to what extert the banks should
underfake long-term financing. In view of substantial orowth in time deposits
in 1976-77 and on the basis of expectation that the high rate of expansion in
thesa deposits would be maintained in 1377-7T8 the Government budget for
1977-78 made some provision for debenture financing by scheduled banks
for the Annual Development Plan, The year 1877-78, however, witnessed
g substantial deceleration in growthintime doposits. Despite this, debenture
financing by banks was maintalned in 1978-78. In fact, debenture finan-
cing by schedufed banks at Tk, 58.48 crores (including those for the House
Building Firance Corporatign) during 1978-79 was aboul TE10.890 crores
mgore thap in 1977-T8. Although the growth in time deposilat 27.55 per cent
during 1978-79 was higher than in 1977-78 it was substantiaily less as com-
pared to the increase of 48.98 per cent in 1976-77. Itis alsg not certain if
time deposits would plck up further in 1873-80. The possibility is that the
expEnsion rate of these iﬂﬂuﬁlils may slow down due to inflationary expecta-
tions. Even & the growth intime deposits accelerates the deposits which
may betermad long-term in the truest sense of the term may not constitute a
significant partion of the total deposits.  In this situation and also in view of
the fight resource position of banks substantial long-term fapancing may
provea difficult task for them. In this context it is welcome that the Govern-
ment budget for 1979-80 has made no provision for debenture financing
for the Annual Development Plan.

12,  Even if the repayment performance improves it may not be possible
Lo bring down the rate of domestic credit expansion to-a significant extent in
an expanding economy particularly with 8 buovyant foreign sector as credit-
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rationing beyond a limit in such an etonomy may prove counter-productive,
On the other hand, the fact of the situation is that despite a big push to deve-
lopment activity through a substantial increase in the size of development
programme the achievement in real derms may be much balow the desired
level if the development programme is not implemented within the frame-work
of price stability. The search for a solution to the prablem which this per-
plexing situation may create would dictate that the attack on inflation in the
country should be two-pronged and not one-sided. To be more explicit, it
should not be dealt through monetary management alone, bul supply manage-
ment should also play an active rofe. The supply management efforts would
need to be particularly directed at augmenting supplies of goods in the case
of which substantial profit margins are currently being reaped. In an effort
to provide incentives to food production and to improve the financial pasition

of the public sector industries the Government procurement price of rice
and the prices of some important goods preduced by the public sector indus-

trigd have been raised. The precurement prices for the 1973 Aman crop
will be higher by 19 per cent for paddy and by 17 per cent for rice than in
1978. As for the goods produced by the public secter industries, prices of
petroleum products, papar and sugar outside the ration system were increased
by 23 per cent, 19 per cent, and 50 per cent reéspectively in April, 1878, [n
order 1o ensure that despite these price increases the general price level does
not con:e under significant pressure it is essential thet prices of the commodi-
ties, the short supply of and speculative traging in which resulted in substan-
tial scarcity premiums should be significantly browght down through appro-
priote supply management.

13, On the external front, our exports at TK917.31 crores duaring
1878-78 exceeded the target fixed far the year by Tk. 17.31 crores and were
about Tk. 176.70 crares higher than the level of the preceding year, while
our foreign exchange reserves rose fram Tk, 404.77 crores at the end of Juns,
1978 to Tk 592.74 crores (excluding Saudi Grant} at the end of June, 1979,
Thiz should not, however, leave room Tor any complacency. 11 should nol ba
overlooked that the wvolume of our malor exporis was much bless than
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programmed and the increase in export receipts was largely due to betler prices,
The marked rise in export prices of raw jute and jute goods which occurred
during the year might be helpful for swalling our foreign exchange earnings in
the short-run but might not be sustainable in the lopg run. 1t also needs to
be borme in mind that the slower utilisation of cash licenses which was im-
portant among the factars which contributed 10 the improvemsant in the foreign
exchapnge reserves resulted in a much larger than expected carry-forward
of import commitmer.ts inta 1979-80. Apart from hesvy payments against
import commitments of 1978-79, the supply managemeat will need a substan-
tial liberalization of imports for augmenting supplies of essential imported con-
sumer goods, for enabling a significant increase in the utilization of our in-
dustiial capacity and also for building up stocks to & comfortable position.
Substantial payments would also need to be made in 1979-80 for food im-
ports which had to be arranged fram our own resources in addition to those
arranged under aidnd loans to meet the large increase in food deficit which
resulted frum the set-back in loodgrains production in 1978-79. Further-
more, due to considerable increase in the price of oil by the oil exporting
countries the import bill for oil will alse substantially increase. Finally, in
order to ensure a steady flow of agricultural inputs which will be necessary for
augmenting agricultural production to the programmed levels the stocks of
fertilizers ard othar agricultural inputs would need to be maintained at adequate
levels, For this purpose also some payments from own resoufces may be
neéeded. The year 1979-80 is thus likely to witness 8 massive increase in
our import payments from own resources.  This combined with substantial

repurchases in respect of drawings made in the past from the International
Monetary Fund may entall a strain on our payments and reserve position.
Although in order to meet this ba'ance of payments need we entered Into a
new Standby Arrangement for SDR 85 million with the International Mcretary
Fund in July, 1979, we should not remain cortent with this short-run expo-
dient. Imports financed by foreign aid and loans now constitute a very
high percentage of total annual Tmports. This state of affairs capnot be
allowed to continue for lopg If aur debt service retio is to remain within
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a tolerable limit. Although some af our donor countries were good enough to
convert portior:s of past [pans into granis it would be too muth to expact
that this process would be repeated to a significant extent.  Itis, therefore,
essential that our development strategy should seek a basic solution to the
imbalance an the external front, The partinent question in this context is
whether the imbalance should be retreved through export promotion on im-
port substitution. Excessive import substitution in certain countties made
them inward looking and resulted in their heavy and continued dependence
on wide-spread controls on imports and foreign exchange. The liberalization
of trade which is the key objective of every country was delayed for years in
their cages. The experiences of the countries using a liberal trade approach
together with export promaotion and countries which were mainly inward
looking and had controlled and protective system presented a stiiking contrast.
It is mot only that the liberal export griented econamies had more efficlent
industrial sectors than the economies with the proliferation and prolongation
of controls on imports and foreign exchange but alsg that they had a better
recard of growth than the latter. This, however, i3 not to say that reduced
jveight should be given to import substitution in our development programme.
An ideal strategy should aim at achieving a system of rescurce allocation
which optimises social profitability for all sectars. The basic conslderation
of social profitability is the provision of equal incentives to exportsand 1o
imports substitution. Foreign exchange saved isas valuable as foreign
exchange earned. What is needed to be ensured is that the industry
set up, whether it be an expoft industry or be an impart substituting one,
should be viable and efficient in the long run.  Some protection may no
doubt need to bo extended to infant industries in both exporting end import
substituting activities, but gur ultimats objective should b2 to liberalized trade
as far as practicable. It is, therefare, imperative that the industries sst up
should be able to stand on their awn feet when the controls are removed and
the protective duties are reduced gradually.

14. Anpcther pertinent question is whether in an effort to reduce tha
imbalance on the external front we should pay as much importance to the



export of manpower a5 we are paving tothe export of goods and  ssrvices,
The export of manpower has raised a numbzr of controversies. Although
whather the expoart of manpowar is entailing a heavy brain drain in our case
or is likely to create acute shortage of technical and other expertise in our
development processin later years needs an indepth studyand is being attemp-
ted in some quarters, there (3 no Sound basis for the thinking that the Wage
Earners’ Scheme s acceniusting the inflationary pressure in the country.
Viewsad realistically the Schems is contributing to the reduction of the inflatio-
nary pressure to a significant extent. The mechanism of channellimg  the
inflow of remittances is such that it does not lead to the creation of additional
money supply even for a short and limited period.  Thisis because the funds
remitted do not form part of our reserves.  Even taking Into sccount the
domestic credit extended against Advanco Import Permits the expansion in
liguidity will be quite modest judged by the size of total Advance Import
Permits utilised. *Op the other hand, being utilised within the shortest possible
time for the importation of goods these remittances are helping to bring about
a substantial improvement in the availability of goods in the country.  Even
though substantial additional income is generated for the dependants and
beneficiaries of Bangladeshis living and earning abroad this Iz essentially
brought about by an incoms transfer within the country.  The distinet advan-
tage which the Wage Eamners’ Schomp has in relieving the acute shartage of
imported goods at the time of substantial payments and reserve strain and
also in acting as a safety valva in a period of serious price pressure should
naot, hawever, blur the fact that by allowing imports of all kinds of goods
including non-essential and luxury items the Scheme provides the possible
encouragement to the diversion of funds from productive investment to cons-
picuous consumption.  Again, the intome transfer within the country whith
the genevation of additianal income for the dependants or beneficiaries of
Bangladeshis living abroad entails might mean the transfer of income from
the group whose propensity o save isrelatively high or whose surplus funds are
employed mainly for productive investment ta the group whose propensity to
gave s relatively low or whose savings mainly flow Into some unproductive

16



invastment like ascquisitlon of real estate, purchase of gold etc. It is
eszential that some effective ways and means should be devised to guard
against such unhealthy possibilities so that the social cost of pursuing such
a scheme romaing minlmal as compared to the gains the economy derives

fram this Scheme.

"
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DEVELOPMENTS IN MAJOR SECTORS

15. According to the preliminary estimate of the Planning Commis-
siomn, the Gross Domastic Product {GDP) of Bangladesh rose by 4 per cent
in 1978-79 as against tho projected growth of 5.5 per cant for the year and
the actual growth af 7.9 per cent during 1977-T8.  Tha decelarated growth
rate during the year was primarily attributablé to the marked slowing down in
the growth ol agricultural production.  Agricultural guiput in the country
Jnirl&i:ad by ?n1'g.r1 3 per centduring 1978-79 asagainst tha targetted growth
of 4.3 per cent for the year and the rise of 7.4 per cent during 1877-78. The
performance of the industrial sector was. however, better than envisaged
with taotal autput in this sector increasing by 8.7 per cent during 1978-79
a5 against the targetied growth of 7.2 per sent. 5till more encouraging was
the perfoimance in the construction seciol which ehowed a growth rate as
high as 17.4 per cent during the year under report. The growth In other
sectors during 1978-79 was eslimated at 6§ per cent, As-a result of much
slower growth in agriculture than in the aygregate GDP the share of agri-
culture in GDP declined to 55 per cent in 1978-79 frem B7 par cent during
1977-7T8. On the pther hand, the contribution of the industrial sector to
the GDP Increased 1o B.8 per cent during 1978-73 from 8,43 per cent during
1977-T8. The share of the consiruction ancd the transport sectors in the
GODP alsp intreased from 4.37 per cent and 5.371 per cent in 1977-78 to 4.87
per cent and 5.37 per cent respectively in 1578-79.

16. The poor performance in the agricultural sector during the year
was mainly dus 1pa decling in rice production because of unfavourable weather
conditiona. Productipn of rice at T25.00 lakh tons in 1978-73 was 206
per cent lower than the actual production of 127.63 Iskh tons in 1877-78.
Hiwde ine putpet of Aus rlee ircreesed By B35 pac cent {g 3300 fakt tans, the

total production of Aman and Borg rice declined by 4.76 per cent to 92.00
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lakh tons during the year, Production of Aman rice decreased by 5.67 per
cent to 70.00 lakh tons while the autput of Boro fee came down by 1.74 per
cant to 22.00lakh tons during the year. The gutpul of wheat on the other hand,
is estimated to have increased by 40.00 per cent to 4.80 lakh tons 83 com-
pared to 3.43 lakh tons produced during 1977-78. Raw jute production
increased by 23 per cent ta 67.73 lakh bales during the year. Production of
tea came down by 2 per cent to 79.43 million pounds during 1878.-78,

17, The increass in industrial production during 1978-78 waz wide-
spread and oocurred in the case of cotton yarn, cotton cloth, newsprint, ciga-
raites, maiches, steel, fertilizer, chemicals and patural gas. The gutpul of
jute goods, paper and board, cement, sugar, tea and vegetahle products,
however, declined during the year undar report,

18. Production of cotton varn and cotton cloth rose by B per cent
and 3 per cont to 965.79 lakh 1bs, and BSOLEE lakh vds, réspectively during
1978-79 from 897.66 lakh |bs. and B25.52 lakh yds. during 1977-78. The
putput of newsprint increased by 22 par cent to 23,606 tons during the year
under meport from 27,632 tons during 1977-7T8.  Cigarettes and matches
production also ro%e by aboul 13 per cent each fo 13,531 million sticks and
8,120 thousand gross boxes respectively during the year under roport from
the levels of 11,974 million sticks and B.045 thousamd gross boxes during
1877-78. Production of steel improved by about 27 per cent to 3,31,173
tons during 1878-79 as compared with 260,881 tons produced during the
mrevipus year. The output of fertilizers and chamicals rose markedly by about
38 per cent and 53 per cent to 3,62.431 tons and 23,8107 tons respectively
during the year under report.  Fertilizer production increased follawing the
resumption of Ghorasal Fertilizer Factory after spocial overhauling. Matural
gas extraction rose by 16 per cent 1o 39,265 milllon eft. duiing 1978-79 from
34,2594 million cft. during the previous year,

1%. On the other hand, the production of jute goods declined by
about B percent to 5.01 lakh tons during 1978-79 from 5.46 lakh tons during

= Provissonal,
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Private
Inuvestment

Food
Situation

ber, 1978 waving the maximum ceiling on private investmant while intradu-
cing some other measures for attracting foreign investment. A new Industrial
Investment Schedule with a pravisian of Tk, $468.00 crores was &lso announced
for 1878-80. During the year 1978-79, & totsl of Tk. 218.00 crores with a
provision of Tk. 83.00 crores in forelgn exchange was sanctioned for 749
industrial undertakings as against Tk, 209.00 crores sanctioned durlng
1977-78. The major sectors which shared the above sanctions were Food anid
Allied Products [Tk 60.90 crores), Enginearing Industries {Tk. 60.00 crotes),
Specialized Textiles and Handlooms (Tk. 38.00 crores), and Acquisition of
Ships and Coasters {Tk, 22,00 crores),  During this periad the Government
alsp sanctioned 6 foreign private investmen! proposals invelving a total of
Tk, 27.00 crores as compared with Tk 1695 crares sanctioned during
1977-78.

22, The. overall food situstion in the country showed considerable
deterioration during 1978-78 dug mainly to the reducad availakility of food-
graing in the country on account of lower domestic production of rice and
substantially smaller imports. Reflecting the arrival of Aus fice in the merket
the country average rice of coarse rice, however, declined from Tk 13675
per maund a1 the end of June, 1978 1o Tk, T28.07 per maund at the end of July,
1878, Thereafter, the price gradually increased and by end-September, 1978
reached the levelof Tk. 139.57 per maund. The price africerecorded declines
during October and Movember, 1978 and the country average price of coarse
rice fell 1o Tk, 130,41 per maund at the end of Movember, 1978 dus mainly
to the-arrival of new Aman crop in the market. Thersafter, the country aver-
age price of rice showsad an increasing tremd and by end-December, 1973
rose to Tk, 13412 per maund and further 1o Tk 175,68 par maund by April,
1979, The price of rice again came down ta Tk, 170,87 per maund at the end
of May, 1979 due mainly tothe arrival of Boro rice in the market. The
average price of coarse rice rose again in June, 1979 and closad tha year
at Tk. 207.23 per maund. The country average price of coarse rice
thus showed an,increase of Tk 7148 per maund or 53 por cent over
the year, *
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23, The country average price of medivm nce also rose from Tk, 154.90
per maund at the end of June, 1878 1o Tk, 24211 per maund at the end af
Jume, 1973, showing an increase of Tk, 87.21 per maund or 56 per cent
over the year.

24, Import of foodgraing into the country during T978-79 amounted
ip 11.81 lakh tons (052 lakh ton of rice and 11.22 lakh tons of wheat)
showing a decling of 31 per cent from the level of 17,089 lakh tons [rice: 3,18
lakh tons and wheat: 13.90 lakh tons) in the preceding year.

25, Imiernal procuremant of rice and paday during 1978-79 under
the Government's Internal Procurement Scheme stood lower at 3.01 lakh
tons in terms of rice as compared to 5.40 lakh tons precured during 1977-78.
Total procurement of wheat stood sebstantially higher at 50,209 tons in
1978-7% as against 11,033 tons in 1977-78. With a view o mesting the
increzsad cost of production, the internal procurement price of rice and wheat
was enhanced by the Government at a flat rate of Tk, 6.00 peér maund to
Tk. 86.00 par maund for paddy, Tk 136.00 per maund for rice with effect
from 2nd May, 1378 and Tk, B6.00 per maund for wheat with effect from 5th
April, 1879, In order to induce the growers tor incressed production ol rice
the procurement price of rice and paddy has been further enhanced to
Tk. 168.00 and Tk. 100.00 per maund respectively (including tfansport
bonus of Tk, 4.00 per maund) effective from the next Aman seasan.

26. Tne owverall price siluation in the country continued to provide a
cause for concern during 1978-79. Prices of a large number of essential
consumer goods récorded substantial increases. Reduced availability of a
number of essential consumar goods due to sethack in the domestic produc-
tion of rice a5 @lso smaller than expected harvest in the cese of 8 pnumber of
crops in the face of substantial expansion in liquidity contributed largely 1o
the general increase in the price level. Substantially reduced imparts of food-
graing in the face of & larger then anticipated food-gap due 1o fallin domestic
production of rice resulted in sharp rise in the pice of rice ower the year.
The enhancement of the Government issue prices of rice and wheat by
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30. The Consumer Price Index for Chittagong. Industrial Workers
(1969-70="10) rose by 23.00 per cent to 552 42 during 1978-79 a5 compared
to the incresse of 16.87 per cent in 1977-7B. The rise was shared by the
sub-indices for feod” (+31.06% 10 5§70.63), "housing and household opera-
tipps' (413.73% 1o 620.00) and ‘miscellaneous items” (L 12.10% to
408.33), The rise was partly neutralized by the decline in ‘apparel, textiles
and footwear” | —5.49% to 513.87).

31. The Consurmer Price Index for Khulng Industrial Workera [1969-
T0m=100) went up by 20.69 per cent to 49625 during 1878-79 as ngainst
11.33 per cent in 1977-78. The rise represented increases in the sub-indices
for ‘foon’ (125.83% te 48829), ‘housing and household aoperations’
{+19.77% to 60852) and ‘miscellancous fems' {(+14.68% to 41 2.18),
“Apparel, textiles and footwear’, on the other hand, declined by 2.62. per cent
1o 468.21.
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30. The Consumed Price Index for Chittagong Indestrial Weorkers
(1969-70=100) rose by 23.00 per cent to BE2.42 curing 1378-79 a5 compared
to the ncrease of 1687 per cent in 1877-78, The rize was shared by the
sub-indices for food® (- 31.058% 1o 5T0.63), "housing and household opera-
tions" (++13.73% to G20.0}) and ‘miscellansous items’ [(41210% 1o
A408.33). The rise was partly neulraiized by the decling in “apparel, textiles
and footwear' {-548% 10 513.87).

31, The Consumer Price Index for Khulnd Industrisl Workers: (1969
70=100) went up by 20.63 per cenl to 486.25 dwing 1978.79 as pgainst
11.33 percent in 1877-7B. The rise répresented increases in the sub-ipdices
for 'food’ (+25.88% (o 498.29), ‘housing and household operations’
(+19.77% 1o 606.52) and ‘miscelianegus items’ (4 14.68% 1o 412.19).
“Apparel, textites and footwear’, on the other hand, declined by 2.62 par cent
To 468.21
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MOMETARY AND BANKING DEVELOPMENTS

32. The monetary and credit situstion during 1978-79 was charac-
terised by substantial expansion In maney supply, sharp increase in cradil to
bath private and public sectors, increased accretion in deposit resources and
a sizable surplus in the country's international accounl. Morey supply
{My=narraw money) recorded an increase of Tk, 25837 crores or 21 par cent
to Tk.1516.05 crores during 1978-78 as comparad with the increase of Th.
22696 crores or 22 par cent to TK.1256.68 crores in the preceding vear.
During the first hatf of 1978-79 money supply recorded a steady incresse,
During this pariod money supply increased by Tk.281,.70 crores 1o Tk.1538.38
erores.  Howaver, during the second half of the vear money supply came

down by Tk. 2333 crores to Tk, 1515.06 crores at the end of June,
1875,

33. The increass in money supply during 1978-79 was brought about
largely by the cradit expansion of Tk 270073 crores in private sector and of
Th.199.31 craresin public sector.  Angther contributary factor was the sizable
surplus of Tk, 12944 crores in the country's interpational saccount,  These
expansionary influances were partly neutralised by the accretion of Tk.265.74
orores in time deposits and surplus of TE.25.63 crores in the fiscal operation
of Gavernmeant. Miscellaneous factors also imparted contractionary influence
to the tune of Tk, 48,74 crores.

34,  An analysis of tha causative factors of the change in money
supply during 1978-79 is given belgw

21



CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY

(Taka in cfores)

1. Curreney gutside banks 5:21.47 631.97
2. Demand deposits T35 BA3.08

Change in Monay Supply

CAUSATIVE FACTORS

Expansion -+
Contraction {—)
A Government Tiscal operation

B. Puhlic sectar
il Credit to public sector
i} Investment in public sector

C. Private sector
D. Time deposit with scheduled banks (increase — )

E. Forsign 58ctgl

F. Residual items {miscellaneous factors)
Total

® Provisional,

30678 | 29.6.7% | Changes

+110.50
14787

258.37

— 263

+ 188.31
4 102.68
+ 96,63

- 270.73
—266.74
+128.44

4974

| 268.37"

—
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35. Ofthe components of money supply, demand deposits recorded
a net increase of Tk.147.87 crores or 20 per cent to Tk.883.08 crores, while
CUFTERCY ;ulﬁdﬁ banks went up by Tk. 11010 crares or 21 per cent to Tk.
631.87 crores during the year. The quarterly movemenl of money supply
and it% components duting 1978-79 is shown below —

CHANGE IN NARROW MONEY

{(Taka in crores)

Currency | Demand Money Cha ges in
Period outside Deposits | Supply | Money
s _\ Banks | | (M) | Supply (M)
End-Jura, 1978 521.47 7351 125668 —
End-Septembar, 1878 620,87 T69.61 139048 13380
End-December, 1978 660,85 B77.53 153838 - 147.80
End-March, 1979 658.43 855 25 151368 — 2470
End-June, 1979 631.97 BB3.08 151506 < 1.37

36, The following table shows the comparative movement of broad
monay(Mg} during 1978-7% and 1977-78 :—

CHAMGE IN BROAD MONEY

- {Taka in crores)
‘ Jung, Jiine, Jung, oy Eha‘ng.a_-in.ﬁ
i o 1977 |19 | Goe qerro nere e

1. Currency Outslde Banks 37866 52147 63197 +37.71 +21.18

2. Demand Deposits E5206 73521 8B3.08 41275 42011
2. Time Deposits 79983 984.58 123032 -- 2058 42754
Total ; 1830.61 2221.26 274537 +21.38 2359
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37. As will be seen from the sbove table, the totel broad money in-
creased by Tk.524.11 crores to Tk. 2745.37 crores in 1978-79 as compared to
Tk.390.65 crotes in 1977-78. Percentage-wise, the increase was higher at
24 per cent dufinq'l,hﬁ year, a5 against 21 per cent in the previgus year,

38. The rate of expanglon in becad money was much larger than warran-
ted by a growth of 4 per cent in G.0O.P. The impact of excess liquidity crea-
tion on prices was, however, partly neutralized by a decline in the income
velgeity of broad monsy.  Preliminary estimates indicate that the income
velocity of maney recorded a fall'to 5.4 in 1978-79 from 59 In the pre-
vious year, The trend of income velocity of money sirce 1974-75 |5 shown
belogw —

INCOME VELOCITY OF MONEY

GDF at l:-urrenl Broad Money Income "."dl'nc'lw-_
Year Prices® [Crore Taka) of Money

1 tETnl'ﬁ.Ta_F:a] | {Col. 2=-Cpl. 3)

o r 2 | 3 &
1974-76 1245510 1,287.70 4968
1975-76 10,712.90 1,438.04 7.46
1876-77 10.4594.20 1,830.681 5.73
1977-78 13.029.00 2.221.26 5.87
1978-79 14,803.20 2,745.37 539

®"Source ¢ - Banghsdesh Bureau of Smibstic
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39, Of the components of broad money, time deposits or quasi money
rose by as much as Tk.265.74 crores or 28 per cenl in 1978-7% as compared
to the rise of 21 per cent in the previgus yvear, while demand deposits ross by
Tk.147.87 crores or 20 per cent in 1378-78 as ageinst Tk.B3.15 crores or 13
par gent in the previpus year.  Thus bath time and demand deposits recorded
a rmuch faster rate of growth during 1978-79 as compared ta the previous
year, while the currency outside banks showed a smaller rise of Tk.110.60
crores of 21 per cent in 1978-7% as against a sharp rise of 38 per cent in the
preceding year. This could bz attiibuted to the increased financial intermedia-
tion provided by the rapidly expanding net-work of bank branches in the
country. At the end of June, 1973, time deposits, demand deposits and
currency outside banks constituted 46%, 32% and 23% respectively of the total
broad money 85 against 43%, 33% and 24% respectively at the end of the
previgus year,

43, QOuistanding credit exiended by the scheduled banks recarded
a substantial expansion of Te439.70 crores to Th.2042.87 crores during
1978-79 ps compared with the expansion of Tk 300.92 crores during the
previgus year, OF the compenents of bank  credit, advences increased
by Tk. 383.95 ovores to Tk 1888.02 crores, while bills purchased and
discounted increased by Tk, B5J7S crores to Tk 154.85 crores ower

the year.

41, A detailed analysis of the movement of bank credit reveals that
with the exception of & small declime in Jduly, 1878 and Apeil, 1973, bank
cradit recorded a steadily rising trend during the financial year 7978-74,
Bank credit increased from Tk, 1603.17 crores at the end of June, 1978 to
Tk. 204287 crores al the énd of Jume, 1978, indicating a nel increass of
Tk.432.70 crores or 27 per cent over the year. Querterly movemen. of bank
credit is shown below -
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CHANGE IN BANK CREDIT

{Taka in crores)

i “Advances | Bill 2 | Bill as %
Peripd Advances Bills | Total as % of | of iptal
Credit | tatal | Credit
Credit
End-June, 1878 150407 8910 160347 23.81 6.1

End-September, 1978 1651.30 10103 175233 84,23 B.77
End-December, 1978 1785497 144890 1330.87 92.49 7.51
End-March, 1979 1798941 158.80 155831 91.88 8.12

End-June, 1879 1888.02 15486 204287 9242 7.58

42, The major items against which advances regisiered increases were:
Faw jule [+ Tk. 11582 crores), agricultural loansof BEB and industrial loans
of BSBE (| Tk.64.79 crores), other secured advances and advances secured
by guarantee (| Tk.59.68 crores), foreign bills {4 Tk 51.57 creres), mincrals
and other imported goods (- Tk.45.73 crores), advances to the Ministry of
Food( - Tk.26.75 crores), chemical Dyesete. (- TE14.65 crores), other mer-
chapndisge [ Tw.12.88 grores), cotton textiles and other textiles{ & TR.10.74
crores) and real estates { | Tk.10.46 crores), The items against which advances
recorded declines were @ jute manufactures ( —Tk.9.30 ¢rores), colton yarn
{—Tk. 5.88 crores) and indusirial machinery { —Tk.1.22 craores),

43. Scheduled banks' deposits (excluding inter-bank items) recorded
a sherp expansion of TE-413.61 crores fo Tk.2113.40 crores during 1978-79
&% compared with the increase of Tk.247 .84 crores during the previous year,
The farger deposit growth during the vear reflects sustained efforts ta inten-
sify deposit mobilisation in rual areas apd the reduced rate of growth
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Ligguidity
Position

of currency outside banks during the year as compared to last year.
The increasa in deposits gecurred both in time and demand deposits.
Time deposits increased by Th.265.74 crores 1o Tk.1230.32 crores, while
demand deposits rose by TkAM7.87 crores to TEBB3.08 crores, The share
of time deposits in total deposits increafed from 57 per cent in June,
1878 o 58 per cent in June, 1979, Quarterly movement of scheduled banks”
deposits during 1378-79 is shown balow @

CHANGE IN BANK DEPOSITS

{Taka in crores)

Time Demand
Total Deposits | Deposits

Demand | Time:

Farigd Deposits |Deposits |Deposits | as B of | as % of
total Lotal
o Depesits | Deposits
End-June, 1978 736.21 6468 169978 5674 4326

End-September, 1878 769.61 937.76 170737 54392 4508
End-Decamber, 1978 87763 108009 195762 G518 44.82
End-March, 1979 85626 110514 156039 5638 4362

End-June, 1973 g830ng 123032 211340 5HBZ2 4178

44, The liguidity position of the scheduled banks remained generally
tight during 1978-79. This was mainly due 1o larger increase in earning
asgets a8 compared to the rise in deposit resources,  The credit /depaosit ratio
increased from 0.83 in June, 1978 1o 093 in November, 1978, Therealter,
amidst fuctuations, the ratio declined to 0.86 at the end of June, 1873 indi-
cating a net rise of 0LO2 percentage point over the vear as compared to the
rise of 0.0 percentage point in the previous year, The scheduled banks’
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borrowings from the Bangladesh Bank declined from Tk.227.77 crores in
June;, 1978 to Tw. 18484 croresin July, 1878,  Thereafter, their bor-
rowings increasad gradually and by end-February, 1978 reached the level of
Tk. 35690 crores.  Heowsever, during Msrch-May, 1973 their borrowings
from the Bangladesh Bank declined by Tk. 14.74 crores. Borrowings from the
Bangladesh Bark rose again in June, 1978 to Tk. 352. 10 creres indicating a
net increase of Tk, 124,33 cfores over the vyear.

45. The scheduled banks' balances with the Bangladesh Bank and
cash in their tills increased by Tk, 4538 crores and Tk, 746 crores to
Tk. 154,32 crores and Tk, 56.68 crores respectively over the year.

46. The Bank Rate which was raised from 5% to 8% per annum with

Bank Bate  ttact from the 21st June, 1974 remeined unchanged at 8% during 1978-79.

Cash Reserve 47. The statutory cash reserve requirement of the scheduled banks
Requirement cantinued at 5% of their 1otal demand and time liabilities during the year.

Liouidity 48, The prescribed liquidity ratio of the scheduled banks also remainad
Hatio unchanged during 1978-79 a1 25% of thelr total demand and time  liabilities.

48, The drive fgr increased mobilization of deposits of short term

Interast rote pature from the rural areas was intzpsified, The rates of interest on the

Structiurs following types ol deposits made by individuals on or after the Ist October,

1978 with the rural branches of the nationalized banks were enhanced :

Tyvpe of Deposit . | Prewious rate | Enhanced rate

e e - T E e s o e e L=l J ] o Sl e e

a) Saevings bank account without cheguing

facility 7% T75% per
annum
b} Fixed deposits for 3 monihs and above

but less than 6 manths 7% B.50%

c) Fixed deposits far 6 months and above
but less than 1 vear B.50% 9% £,

a8



Credit Policy
and Mea-
SUras

80, Interest rates on all other types of deposits and advences re-
mained uncharged dwing 1978-79,

61. The credit policy pursued by the Bapgladesh Bank ™Huring
1878.79 continued to be aimed &t utilizing the available resources in the
banking system to meet the genuine credit requirements of the economy,
particularly the preferred sectors, retarded arcas and weaker sections of the
people including self-employed person of small means. The important mea-
sures teken during the year wire as under -

(1} With a view to reducing the dependence of Industrial
enterprises on bark bommowing, banks were advised that while allowing
perindical reneal of credit limits far an industrial concern they should
look into  1ts cash flgw position over the past years and should, on
that baszis, make gradual reduction in the credit availability throwgh
increased margin require ments

{2) Unlike the previous year, no credit target was fixed during
the year for the housing and transport sectars, These sectors, however,
continued to be treated as priority sectors and banks were reguired to
extend adequate credit facilities 1o these feciors.

{3) Effective fram the 20th July, 1978, banks were allowed
to provide credit facilities to oil mills against finished products subject
to BO% mergin requirement and adjustment within 20 days fram the
date of advance. The perlod of adjustment was raised from 20 days
to 30 days with effect fram the 15th March, 1979, Credit facility to
oil mills against lgcally produced oll seeds contineed to be sublect to
0% margin requirement and adjustment of loan within 30 days fram
the date of advance, which was relaxed to 45 days with effect fipm
the 15th March, 1879.

(4} Credit facility to oil mills for import of oifl seeds fro m abroad
continued. Howewver, with effect from the 12th August, 1978, the
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Small Loans

L

margin requirement was relaxed frem a minimum of 26% toa
maximumof 256%, but the date of adjustment was reduced from 45 days
to 30 days. The margin for opening letter of credit for import of ail
seeds continued at not more than 15%.

(6} Effective from the 17th July, 1878, margin reguirement
on advances against all kinds of general merchandise for the purpose
ol internal trading except in the case of raw jute was raised fom 50%
to GO%.  Margin reguirement on such  advances under small loans

schem=, however, continped a1l S0%.

{B) With a view to reduting the rate of monetary and eredit
expansion and bringing about an improvement in the liguidity position
of hanks the Bangladesh Bank had advised the banksin February, 1979
not to sanclion any new credit limit except to the prigrity sectors, Banks
wara also asked to scan their entire credit porifolio 1o identify areas
where credit contraction was possible withgut affecting the productive
activity and to lake measures to reduece the creditin thosearcas. Banks
were gt the same time directed to charge penal interestrate for unsatis-
factarily conducted accountsat the rate of 1 per cent in the first manth.
Thereafter, the rate would increase by 1 per cent in each following
month subject to &n interest rete ceiling of 20 per cent per annum
including penal interest.

i {7}  Small loan targets were fixed for each of the nationalised
banks equivalent to half of 2% of their total demand and time liabili-
ez gz on the last Fridey of June. 1978 and December, 1578 io be
disbursed  during  July-December, 1978 and Januery-June, 1979
réspectively. The maximom lmit of small loans per borrgwer conti-
nued to be Tk, 50,000.00 in the case of small traders/self-employed
persons and Tk1,00,000.00 in the case of smell and cotlage indusiries,
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The share of various categories of borrgwees within the gverall small
lgans target continued to remain &8s under -

Categaries of bormowers - ~ Bhare
L ; s

i) Small scale/Cottage industries 50%
i} Retail trade 25%
iy Diher self-employed persans 20%
iv} Rural electrification E%

The sectoral disbursement of small leans during 1978-79 s as

Tollows -
(Taka in crores)
Categories of borrowers | Amount dishursed
i}  Small scale/Cottage industries 370 :
i) Retail trade 2088 .
i) Other self-employed persons 163
iv) Rural electrification 0.08

() The banks were allowed to makeadvances to members
of the Stock Exchange against funds in foreign currency accounts/
AlPs under Wage Earmers’ Scheme upto the full Taka value theréof at
official rate of exchange subject Lo adjustment within 30 days of the

date of relative advances.

{81 The banks were advised to accept savings certificates
like Banpgladesh Sanchavapatra, Protirakkha Sanchavapata elg.
issued by the Government as tendef maney for security depasit against

thair varigus contracts. They were alsa allogwed 1o accepl such secunities
as collaterals against lpans extended by them whenever offered.

Margin requiréement for such security continued at 50%.

{10)  Banks were allowed to extend credil facility 1o any party
ageinst the pledge of lizard/reptile skins meant for export only on the
basis of (i) stack venfication cedtificate issued by Goverpment,
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tii) payment of rovally at the prescribed rate and (i)  banksr-
customer relatignship.

{11} Banks were allowed to extend credit facilities to the
salt growers as per prescribed norms under the salt procurement pro-
gramme of the Government.

(12) An additipnal allocation of Tk, 2.40 ergres was made
under the special credit programme lor small and coltage industiles
raising the total allocation from Tk 6.00 crores to Tk, 8.40 crores.

{13) An entrepreneurship training and credit programme aimed
at self-employmsnt of educated unemployved youths was launched by
the Bangladesh Bank during the year in cooperation with the nationa-
lised banks, BSCIC and the Bangladesh Management Davelopment/
Cantre  (BMDC). Under this programme entreprénsurship training
is provided to the educsied unemployed youths by the Bangladesh
Management Development Cantre and on completion of tl‘?lning, thay
are given bank finance under small logn schemes for setting up of
small industries in their respective areas, During the year 126 yauths
have been trained wnder this programme.

(14} In wiew of the importance attached to the development
of the rural economy the nationalized banks were advised to conflinue
their efforts to increase the flow of bank credil to the rural/undar-deve-
loped areas during 1978-79 with the objective of increasing the credit)
deposit ratio in the rural areas tonat less than 55% by the end of
1878-79. Ivis satisfactory 1o note that the loans almost reached this
target during the year the credit/deposit ratio in the rurel areas

stoopd at B0 per cent as pn 30th December, 1378
')

§2. A credit guarantee scheme was introduced with effect from the

Cradit
Guarantee 16th September, 1978, to provide guarantes o cover 50% of bonafide
Sohamin loss sustained by the financing banks viz, Sonali Bank and Janats Bank

L1
42



Basic
Refinence
Limit/Cost
of Fimance

against their lending to small scale industries under the |DA Credit. This
i% In addition 1o the genersl credit guarantes. scheme mtrodused by the
Bank inthe prévious year covering upto 30% of the small loans given
by the banks.

63. The commercial banks were entitied to basic refinance facility
from the Bangladesh Bapk upto B% of their tatal demand and time Wabilties
g5 o the last Fridey of June, 1978 at the Bank Bate. With a view la reducing
the dependence of the scheduled banks on refinance facilities fram the Bangla-
desh Bank, a system was introduced with ¢ffect from the 16th MNevember,
1975 wnder which the scheduled banks (excluding the BKB and BSB) were
charged interest on their boffowings from the Banglacesh Bank bevond a
certaln limit at higher rate ona gradusted scale (ranging frem 1% to 3% above
the Bank Rats) dependipg on the position of net liguidity of the bank caon-
cerred. Banks having net liguidity of 20% or above were allowed to borrow
at the Bank Rate,
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DEVELOPMENT OF BANMKING FACILITIES
AND FINANCE

54. During the year 1978-79 the six nationalised commercial banks
opened 447 branches raising the total number of their branches to 2,973 as
against 666 branches gpened during the previous year.  In keeping with the
priarity given to the expansion of bank branches in the rural areas, out of
447 mew branches of the six nationalised hanks, as many as 348 branches
were apened in the rural areas, The Bangladesh Krishi Bank and the Bangla -
desh Shilpa Bank also opened 55 and 3 beanches during 1978-79 raising
their total numbeér of branches to 252 and 10 respectively.  Thus, the total
number of scheduled bank branches operating in Bangladesh including 20
branches of foreign banks stood at 3,261 as gn the 30th June, 1978 of which
1936 branches were in rural areas.

55, Dwring the period under report the Sonali Bank opened 1 branch
abroad. Az one of their branches in London was mérged with another
bramch there the total number of nationalised bank bramches funcloning
abroad remained unchanged at 13, while & foreign banks operated in Bangla-
desh with the number of their branches remaining evnchanged at 20,

56. Substantial expansion of bank branches in the rural argas during
the vear led to a significant increase in deposits in those areas,  Deposit
mohbilization in those areas might have alsa been helped by an increase in tha
interest rates on savings bank account without chequing facility and certain
categories of fixed deposils for rural areas.  Break-up of deposits betwesn
urban and rural areas as available upto December, 378 Indicates that the
amount of rural deposits which had stood at Tk, 231.62 crores at the end of
June, 1978 incressed to Tk, 307.86 crares at the end of December, 1978
showing & rise of Tk. 76.24 crores or 32,91 per cent during the first half of
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T978-79. The urban diéposits during the same period increased by Th 28251
crorés of 1929 per cent 1o Tk, 1808.58 crores.  As a result of the higher

rate of increase In rural deposits, the share of rural deposits in talal deposits
increased from 13.25 per centat the end of June, 1978 1o 14.54 per cent at
the end of December, 1978,

67. Break-up of deposits betwesn public and privete seciorns indicates
that the public sector deposits increased by Tk, 12262 crores or 18.60 per
cent to Th.781.67 crores during the first half of 1978-79 while the private
seclor deposits went up by Tk. 246.13 crores or 22,60 per cent to Tk. 1334,77
erores during the same period. The rate of increase in the private sector
deposits both in absolute as wall as in percentage terms during the first half
of 1978-79 was considerably larger than the increases in deposits of
Tk. 75.15 crores or 12.44 per cent in the public sector and of Tk, 166.51
crores or 19.79 per cent in the private sector during the comparable

pariod of 1977-78.

58. The average deposit per urban branch which had stood at
Tk, 136.00 fakhs at the end of December, 1377 increased 1o Tk, 143.00
lakhs a1 the end of December, 1978,  The average deposit per rurdl branch
alsp increased from Tk, 15.00 lakhs to Tk 17.00 lakhs during the same
period.  The relatively smaller rate of rise in deposits per rual branch might
be attributable mainly to substantial expansion of btanches in rural ereas
wilh comparatively low deposit potential,  Inadequate facilities available 1o
conduct deposit mobillsation campeigns in remote and inaccessabis rural

areas for the newly opened branches were also responsible for the |gwer
rate of increase in deposits per rural brench

52, Bréak-up of advances between urban and rural areas as evallable
upto December, 1978 shows that the advances in urban areas expanded by
Tk. 30711 crores ar 22.70 per cent to Tk, 1660.22 crores during the first
halt of 1978-79 while that for the rural sreas increased by Tk, 16.18 crores
or 11,84 per cent only to Tk. 152.87 crores during the Ssame period. Asa
result of the relatively lower rate of growth of rural advances, the share of
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rural advances to total sdvances came down from 9.17 per cent at the end of
June, 1978 to B.44 per cent at the end of December, 1978,

60. As indicated in the foregoing paragraphs rural deposits as at the
end of December, 1978 amgunted to Tk. 307.86 crores while rural advances
during tht same period totalled Tk, 152.87 crores. Apparently this differerce
will indicate a trarister of resources from the rural to the urban areas through
the banking system. However, this imbalance would seem to be mare than
offset if we take into account the fact that a substantial pert of bank credit
for jute, food procurement, fertilizer, tobscco and sugarcane etc. which is
accgunted for in urban areas is actually wilised in the rural arcas of the

country,

B1. E‘-M_:Inrnl break up of sdvances indicates that the pubfic sector
advances during the first half of 1978-79 increased by Tk. 179.88 crores or

?c"'_';‘“ 23.9G per cent to Tk. 930.46 crores as against the rise of Tk. 91.76 crores or
1= Tiam

NIEB:": = 14.35 per cant during the same period of 1977-78. The advances to the
Advances private sector during the same period- expanded by Tk, 143.41 crores or 12,40

per cent to Tk. BB2.E3 crores as compared to the increase of Tk. 203.22 crores
or 39.49 per cent during the first half of 1977-78.

62, Average advances per urban bank branch which had stood at

:;iiii‘:ﬁ Tk, 124.00 lakhs at the end of December, 1877 increased to Tk, 137.00 lakhs
, peny Bank at the end of December, 1978 while the average advances per rural bank
Branch branch expanded from Tk. G.00 lakhs 1o Tk, 8.00 lakhs during the same
¥ period, #
63.~ Inspection reports of Sonali Bank, Agrani Bank, Habib Bank Ltd.,
Janata Bank, Rupali Bank, Grindlays Bank, Bangladesh Shilpa Bank, B.C.C.1.
Ingpestion and American Express International Banking Corporation were completed and
of Banks forwarded to the banks concermed for their compliance during the year ended
30th June, 1978. The comprehensive inspection of Pubali Bank and Uttatg §
Bank was in progress. o
.q.g

Ny



Jute

Financeé

Countar-
Finance for
Food B
Fartllizers

4

Finenoa Tor
Sugar Mills

B4, Foreign exchange business of Janata Bank, Habib Bank Lid.,
B.C.C.l. and American Exprass International Banking Corporation was alzg
inspected and reparts thereon have been forwarded to management of the
concerned banks for necessary action while reports in respect of Uttara Bank
and Grindlays Bank Lid. were in the process of compilation. During the year
under review a special inspection on the affairs of Wage Earners’ Scheme of
Sonali Bank was also conducted.

65. Afin the past years, adequate finance from lh&'hankinp SYSTEm
was armanged for jute trede and jute mills during the 1878-72 jute season,
The commercial benks sanctioned a total cash credit and packing credit [imit
of Tk. 462.21 crores as against Tk. 374,84 crores in the preceding year for
financing movement of raw jute as wallas meéting the working capital
requirements of the jute mills, Peak level utilisation of bank credit by the jute
sector stood 8t Tk, 42668 crores as an the 12th January, 1973 against
which refinance provided by the Bangladesh Bank was of the order of
Tk. 14850 crares.

66. For financing procurement and distribution of foodgrains by the
Government & sum of Tk. 30.00 crores was made available by the nationalised
benks and a refinance limit of the same amount was allawed by the Bangla-
desh Bank during 1978-79 to the nationalized banks

67. Counter-finance extended by the Bangladesh Bank to the nationa-
lised banks for financing procurement and distribution of fertilizer by the
B.AD.C. during 1978-79 amounted to Tk. 50.00 crares.

68. A credit limit of Tk. 37.00 crores wasarranged fram the commer-
cial banks for the Bangladesh Sugar and Food Industries Corperation for
fingncing production of sugar during 1978-79. The Bangladesh Bank pro-
vided refinance to the extent of Th. 14.31 crores for supplementing the com-
mercial banks' resources for financing the Sugar Mills.
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69. RAefinance was extended to the commercial banks against frash
Other small loans distiorsed by them in 1978-79 as also against the increase in
Refinance their gutstanding small loans as on the 30th June, 1978 over the gulstanding
Facllities  4¢ on the 30th June, 1977. The peak level utilisation was Tk, 15,36 crores.

70. Relinence was alsp made available 1o commercial banks against
their disbursement of loans under Special Agricultural Credit Programme
io the axtent of TK.B.80 crores,
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AND INDUSTRIAL FINANCE

71. With the adopticn of the policy for encouraging the establishment
of industries in the private sector, the Government took a number of measures
to develop & sound capital market in the country, To that end the Dacca
Stock Exchange which hed remained defunct since liberation was ré-ppened
and reactivated from the middle of 1976, Since then efforts wers made to
arlarge its scope of activities, The number of public companies listed with
Dacca Stock Exchange Increased to 17 by June, 1973 from 14 at the end
of Jun<, 1878. Besides, Advance Import Parmits (AIP) in terma of dollar
and pound sterling are also regularly quoted in the Dacca Stock Exchangs,
However, transactions in the Stock Exchange continued to remain
limited.,

72. The Invesiment Carparation of Bangladesh was se1 up in Dciober,
1976 with the main cbjective of encouraging and broadenirg the base of
investment, developing the capital merket and mobilizing savings. Since lts
inception the Corporation in consortium arrargemant with other firancisl
institutions has been providing under-writing/debenture finarnce support to
industrial projects of public limited companies.  During the year ending June,
1973, the ICB commitied Tk, 13.97 croros which included Tk.12.35 crores
wiorth of under-writing/bridge finance, the balance being debenture finarce.
This compared with Tk.13.43 crores committed by the ICBE during the
preceding year. Besides, investment committed by other financial insti-
tutions was estimated to be Th. 934 crores during the year undsr report
as compared with TE.10.56 crores committed during 1977-78.  Thus 1otal
amount commitlted by ICB and consortium came to Tk.23.31 crores durirg
1978-79 as compared with Tk.23.99 crores during 1977-78.
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73, The Internetione] Finance and Investment Caompeny Ltd.  which
was established in October, 1976 cbtained certificate of commencement of
business on 28th February, 1877, The company was established mainly to
carry on banking and other financial business outside Bangladesh either
singly or in collaboration with other companies, financial institutions and
banks with the main objective of developing and strengthening financial
relationship. between Bangladesh and the world putside, specially the
gil-fich  Middle-East Couniries. The compiny has not, however, so far
been able to make eny progress in this regard. Of late, the company
has obtained permission from Bangladesh Bank for apening L/C covering
imports under Wage Earners’ Scheme and alsa for providirg pre and post-
impart finance under this scheme, to maintain F/C account and taka deposits
emanating from Wege Earmers’ remittances for channelising them to produc-
tive investment. It has also been authorized to offer full range merchant
banking services in Bangladesh. It earned a gross profit of Th.39.23 lakhs
during the year ended December, 1978 45 compared with Tk40.19 lakhs
eafned during the previous year.

74, Bangladesh Shilpa Bank (BSB) was set up in 1972 to take aver
the functions of the erstwhile Industrial Development Bank of Pakistan and
gince then it has been providing credit facilities and equity support 1o indus-
trial concerns in Bangladesh. The main objectives of the ESB are to mobilize
resources fiom within and outside the country for investment in industry and
to stimulate industrial development by extending advisery services to facilitate
sefting up of new prajects and for balancing, modernisation, replacement
and expansion of the existing industrial establishments.

75. Durinp 1978-79 the bank received 312 |nan applications asagainst
201 in 1877-78 Indicating a4 55.22 per cent increase over the year., During
this perigd the bank sanctioned atotal amount of TES0.19 crores as term loans
which included Tk.23.B1 crores in foreign currepcy and Tk 26.38 crores
in local currenty. OF the lgans sarctioned, private sector accounted for
Tk. 49.38 crores or 98.39%. During the previcus year total lpans sapctioned
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amounted to Th.39.83 crores of which TEk26.84 orores were in Toreign
currency and Thk.12.99 crores were in local currency.  OF the total leans of
Tk.39.83 crores private sector accounted for Th 34562 crcres or B6.67%.
In addition, the bank sanctioned some short-term logns to meet the wor-
king capital requirements in the private sector.

76, Total disbuwrzements of lcans dwing 1978-T% amounted o TK.28.12
crares of which Tk, 1552 crores were in foreign currency and 1he ne-
maining amount in local currency. Private sector received Tk 2799 crores
representing 98,54 per cent of the total lpans dishursed during 1378-79.
Total disbursements were TE.11.67 crgres in 1977-78 of which fareign
currency logans emounted to Tk, 457 crores. OF the total disbursement of
Tk AVE7 crores private sector accounted for TE.2.8B68 crores which repee-
sented B5.22 per cent of the 1otal

77. The total emgunt of cutstanding loans 85 on June 30, 1979
was Tk. 170,58 crores as against oulgtanding loans of Tk, 114,63 crores
as pn June 30, 1978

78. Bangladesh Shilpa Rin Sangstha (BSRS) was eslablished In 1972
to inherit the erstwhile Pakistan Industrial Credit ard Investment Corparation
for pfna'idlng credit Tacilities and other assistance to industrial concerms 1o
broader the base of industrial investment in Bangladesh. 11 provides medium
and long-term loans to propects with fized costs of Tk, 20.00 takhs and above
in the private seclor and o any projects of the public seciar, It algo provides
underwriting, bridge financing, and debenture finarcing assistance 10 public
limited companies. In additign. it wndertakes industrial promotioral
activities and provides professioral counselling to entreprenews regardirg
investments. %

78. During 1978-73 the BSRS received a total number of 148 appli-
catigns for financial assistance compared to 48 applications in the previous
yvear. The tofal loans sanctioned duripg 1978-7% amounted to Tk 4B.52
crores &5 compared to Tk.44.37 crores sanctiored during the previpus year,
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Of the total loans sanctioned in1978-79 foreign currency and local currency
lzans constituted Tk.34.10 crores or 69,85 per cent and Tk, 14.72 craores or
30.15% respectively as compared to Tk, 41.66 crores or 93.89% and Tk, 2.7
crores of 6.11% during the preceding year. The private ssctor accounted
for Tk, 47.99 crores or 98.30% of the total loans sanctioned while the public
sector accounted for Th.O.83 crore or 1.70% as compared to Tk.37.53 crores
or B4.58% in private sector and Tk6.84 crores or 15.42% in public sactor
during the preceding year.

B0, During 1978-79 an amount of Tk.21.31 crores was disbursed as
agafn-s-'t Tk 1096 crores of the previous year represanting an increase of 94 43
paf cént over the year, Of the total disbursement, foreign currency and
lpcal currency componeénts accounted for TR.19.66 crores or 9226 % and
Tk1.65 crores or 7.74% respecihegly as compared to ThB.71 crores or
61.22% and Tk.4.25 crores of 3B.78% during 1977-78. The share of privata
gectof in 1978-79 was 57.63% of the total disbursemsnis as comparnsd
to 32.03% in the previpus year

81. The total guistanding loan as on June 30, 1979 were Tk, 17261
crores 85 compared to the outstanding loans of Tk 151.99 crores as on June
Jo. 1878.
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82  Agriculiural credit has a critically important role to play in our
eircumstances to promale oulput growth and at the same time welfare of the
farmers.  Without 8 spund agricultural credit programme it is not possible
for poaf rural farmers to make adequate investments in their farms and
thersby increase agricultural output.

B3. In the above context safigus thowghts were given about expansion
of agricultural credit, Till the end of 1976 delivery agencies for agricultural
credit were Bangladesh Krishi Bank (BKB) and the Cooperatives. The
MNatlonalised Commercial Banks (NCBs) played a marginal role in this area
gven though decision about inducting them in the fleld was taken as early
as 1973, Despite this decision, commarcial banks could not play any signi-
ficant rale in the fleld of agricultural credit beyond making some limited
experiments. However, commercial banks® financing of Integrated Rural
Development Programme (IRDP) was a meaningful expansion in the area of
agricultyral credit. This evidently demonstrated that though the commarcial
banks developad a tasta for supply of agricultural credit through intermedia -
tion of the Cooperatives they ware as vl unwilling to do credit retailing at
the farmers’ level, despite their having branches in the rural areas down to
the thana level

84. Through lack of adequaie institutional suppart at the grass-roat
level and inadequacy of financial raspurces of the traditional agricultural credit
institutions like the BKB and Cooperatives it was nol possible to expand
agricultural credit with sufficient vigour.  Anv such expansion would have
neaded Sizable refinance from the Cantral Bank with obvicus adverse
monetary implications. The level of agricultural credit was siagnant for a
fairly long pariod or even decreased upto June, 1976 but thereafter it increasad
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quite rapldly because of the special attention of the Governmen? in this area,
4% the following table will demonstrate .

TOTAL OUTSTANDINGS OF AGRICULTURAL
CHEDIT OF ALL BANKS

{Taka in crores)

farlad Scheduled Banks | Cooperative

including BKE | Banks L

End-June

1973 108.75 35.98 144.73
1874 TIM03 35.82 146.85
1975 87.38 3756 . 12483
1976 101.13 34 46 135.59
1977 130,48 36.19 166 .67
1978 210.62 38.14 248 .66

The increase in credit Toock place mainly throegh expansion in the gperaticns
of commercial banks and BEB.

B5. Anxiaty of the Government to involve the NCBs in a big way in
agticultural credit was logical, giver the fact that they had enough rasaurces
available to them and that they were gradually developing branch net-waork
in the rural areas. Moreover, it was felt that they had adequate |stem
capacity to rapidly expand their brench net-werk. Therefore, it was reason-
abie that the Government will desire a greater participaticn by the MCBs.
it may, however, be mentioned that emphasis on supporting the traditicnal
credit institutions in the field of egricultural credit remaeired as great as ever,
if not more even after inducting the NCBs in the field of farm credit. That in
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the above contoxt agricultural credit by the NCBs expanded guite sharply
will be evident from the following table :

TOTAL UUTETANDiNGEtDF AGRICULTURAL CREDIT OF
ALL NATIONALISED COMMERCIAL BANKS

iTaka in crore)

“Perind i fill Amount

End-June

1973 9.99
1874 1.4
1875 13.0
1976 26,70
1977 3938
1978 ' 9216

B6. One of the declared objectives in the pew context was fo give
greater attention to the credit needs of the small farmers. However, thers
is a general impression that encugh of credit has not gone to the small/mar-
ginalflandless farmers.  Though it s true that the lapdless farmers, i.e., share-
croppers and fenant farmers have nol got adeguate credit support, there is
no evidence that the small and marginal farmers did nol got 4 fair share
of agricultural credit. All the agricultural credil programmes that we are
undaertaking had a thrust towadrds adoption of seed-water-fertilizer based
technology. A% long &5 the new technologies wers made available 1o the
farmers, there was no unwillingness on  the part of the credit agencies to
support their adoption by the small/marginal farmers.

7. In the above beckground, we can now review the agricultural
credit programme for the vear 1978-79. A5 in the previcus yvear, the credit
programme for 1878-79 bad also two components @ (8) normal programmes
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of the BKB, cooperativez and nationalised commercial banks ard (b)a
Special Agricultural Credit Pregramme (SACP)} run by the BKB and na-
tipnalised commercial benks with emphasis an simplified lcaning procedure
and softer collateral reguirement.

Normal B8, Under the normal agricultural credit programme of all agencies
sl | . : .
Ef;:;: . including the natignalised commercial banks a total teget of TRIBTAT

Programnwe  OrOMes was fined for 1978-79 as against Tk.112.37 crores fixed in the pre-
vigus year, The agency-wise allocation of the target fixed was as under |

(Taka in Crofes)

Agencies | 1877-78 ‘ 1978-79
Bangladesh Krishi Bank (BKB) 43.23 ’ G5 RE
Bangladesh Samabaya Bank Ltd. (B58L) 2200 2475
Mationalised Commertcial Banks (NCBs) 47.14 BE.54

Total : 112.37 18297

83, Total amount of credit dishursed by all credit agencies including
the nationalised commercial banks under their normal credit programme
during the year 1978-7% amounted to Tk.125.97 crores as agalnst Tk.80.88
crotes disbursed during the previous year, In additicn, & total amaount of
Tk.41.37 crores was disbursed by all the participating MCBs and BKB under

the Special Agricultural Credit Prcgramme (SACP) upto the 30th June,
1479

90. Thus, the aggregate disbursement of agricultural credit by all
the agencies during the year amounted to Tk. 167 34 erores recording an
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fncrease of 4.07% over the dishursement of Tk. T60.80 crores in the prévicus
year a& shown in the following Table :

{Taks in crores)

| 1977-18 | 1978-79 | % Changs
| over ple-
Agency | Normal | Special Mormal |Special Vious year
Progra- | Progra- | Tetal | Progre- |Progra-| Total |Incresse{+}
rmms mme mimse mma & Decreass
| (=)
BSBL 17.056 - 1703 1989 - 1883 L1665
BEE ar.zas 17.84 EE13 &2.00 14.50 76.50 | 38.76

KCBs 36.54 5208 Ba62 4408 2687 Y083 —15.94

“Total: 90,88 6992 160.80 12697 4137 167.34 . 407

91. In addition to the above a credit progremme was launched tor &
Government sponsored scheme for devélppment of Pond Fishery through-
gut the coumtry, The total amoun' of credit disbursed by all the credit
institutions under this programme amounted Tk, to 6.00 crores as on
the 30th June, 1979,

o7 Az will be seen from our past repoits, SACP wag introduced fo
increase the participation of the NCBs in agricultural financing and also to
expand the credit pperations of the BKB.  This programme was launched in
mid-February, 1977 with a target of Tk, 100 crores.  The programme was run
an calendar yzar basis during 1977 and 1978. A= against the target of Tk. 100
crores. tha participating banks could disburse a 1otal amount of Tk. 60.78
crgfes duiing the calendar year 1977 and Tk.53.47 crores during the calendar
vear 1978. It was subssquently decided 1o change the programme to fiscal
vear basis (July-June) and therefore, in 1879 a half-yearly pregramme from
January to Jure, 1979 (that is, the second half of the fiscal year 1878-79)
was launched. During this pericd, only Tk. 23.67 crores could be dishursed
against an allgcation of Tk, 5715 croies.  As mentic ned earller, for the
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whole fiscal year 1978-79 the total disbursement under SACP amounted to
Tk. 41.37 crores.

83, Against the above disbursements during the calendar years 1977
and 1978, amounts of Tk, 66.00 crores (including interest of Tk. 5.22 erores)
and Tk. 53.47 crares respectivaly, fell due for recovery upto June, 1873, Actual
recoveries made by the participating banks upto the end of May, 1979 amoun-
ted to Tk. 4254 crores and Tk.17.44 crores respectively, constituting 64.45%
and 32.62% of the amounts dus.

84. To make good the damages caused to last year's Aman <rop &nd
current year's Aus and Boro crops due to prolonged droughts a revised spe-
cial Intensive Transplanted Aman Production (ITAP) Programme was drawn
up by the Ministry of Agriculture. Credit requiremant for the programme has
been fixed at Tk.47.36 crores to be provided by NCBs and BKB under the
Special Agricultural Credit Programme like the previous year, .

95. To improve the recovery position seniar level officers of Bangla-
desh Bank as weall as olficials of the NCBs visited different district headguar-
ters during .iu'l'r, 1978,

86. Bangladesh Bank continued its policy of providing concessionary
credit and counter-finance facility to the specialised agricultural credit insti-
tutions, namely, Bangladesh Krishi Bank {BKB)and Bangladesh Samabaya
Bank Ltd. (BSBL) during 1978-79 to enable them to extend credit to the
farmers al reasonable interest rates.  The amounts of eredit sanctioned and
disbursed by the Bank 1o these two institutions during the vear 1977-78 and
1878-79 were as under ;

(Taka In crores)

1977-78 i 'fE!".-‘"Ii-'.u*E
Credit/Agencies Sanctian | Disbursement isantllun Disburse-
ment
Banpladesh Krishi Bank £4.03 4790 67.07 66,28
Bangladesh Samabaya
Bank Ltd. 2482 15.567 20,27 1989
: Total ; 88,85 63.47 87.34 86.17
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97. Outstanding bormowings of these two agencies with Bangladesh
Bank stood at Tk.108.90 crores atthe end of 1978-79 as compared to Tk.73.64
crores at the epd of 187778 showing an increase of Tk, 33.26 crores over

the vear. The institution-wise break-up of the outstandings was as under:

{Taka In ¢rores)

Credit/Agencies

1977-78 | 1878-78

Bangladesh Krishi Bank
Bangladesh Samabays Bank Ltd.

P — == =

Total :

56.11 83.95
- 17.53 22,94
7364 10690

98. It has been oberved that even after induction of NCBs In the
field of agricultural financing and Introduction of Tk, 100 crores Speclal Agri-
cultural Credit Pregramme with its simplified loaning prntedurc‘itha view
to reaching the bepefit of institutional credit facHities to the dizadvantaged

section of rural people, the landless farmers, that is, the share croppers

and tenant farmers are nol getting their due share. Therefare, in order to

find an appropriste institutional arrangement by which credit facilities can
be made available to this disadvantaged group d few innovative programmes
have been underteken for implementation on experimental basis. The em-
phasis of these approaches has been markedly on the accessibility of the land-
less, marginal and small farmers 1o institutional sources of credit and

inputs. The twio such experiments undertaken by the Bank are as follows :

88, Under an Agreement signed between the Government of Bangla-
desh and the United States of America on August 31, 1977, 8 Rural Finance
Exparimantal Project has bzen undertaken since Movember, 1978 for a
two-vear perigd to be implemented by all the six Mationalised Commercial
Banks (NCBs). Krishi Bank. Samabaya Bank Ltd. and IRDP cooperatives
in spme BO selected outlets throughout the country under 8 dilferent models.
Az the Chief implementing agency, Bangladesh Bank has been monitoring.

supervising and managing the entire project

&7
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L'5-Bangladesh joint venture consultancy firm. Total financial involvement in
the Projectis US & 7.44 million of which § 7.00 million isa grant from the
United States and § 0.44 million is Bangladesh Government's egnuribution. An
amount of § 4.00 millicn out of the Grant Fund would be utilised for relmburse-
ment of 1/3 of lending and 1/3 of recovery from the project target group by
the participating agencies. The Experimental Project aims at testing different
ways to deliver credit to and mobilise savings fram small farmers and other
rural producers not presently serviced by lending agencies. It is also in-
tended to provide an opportunity to the participating egenciesto cover their
operational costs through higher interest and financial charges ranging
between 12% and 36% and make them seif-reliant. Higher interest on
deposits from T1% to 150 will be allowed to a&ct as an incentive for rural
deposit mobilisation. The basic hypothesis being tested by the Project is
that flexible interest rates, efficlent administration, effective Supervisipn
dnd organisational innovations would make it possible to overcome major
constrainis to the delivery of credit and provision of savings incentives to
the target group of small and marginal farmers,

100, After having successfully carried out an experimental project
called Grameen (Rural) Bank Projsct in Jobra village and a few more ad-
joining villeges in Hathazerl Thane of Chittagong District, the project was
undertaken far replication on a limited scale in a few thanas of Tangail Dis-
trict and remaining part of Hathazari Thana with the support from the Bangla-
desh Bank. Guided by the basic abjective to develop The rura| poor through
dpproprtate systems and inatiiutions, the project aima at (1) extending orga-
nisational suppar! to lhe weaker section of the rure ] community to form groups
through which credil agencies can extend credit without collateral, (2)
providing minimum subsistence through quick yielding income—aising
activities, (3) cresting part-time job opportunities for the women of landless
and othes poor families and (4) developing @ new version of cooperative
structure which will hopefully eliminate the major weaknesses of the tradi-
tional cooperatives. The Bank has already set up a Project Office at Tangail
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107.  As decided in the meeting of the Standing Rural Credil Advisary
Committee (SACAC), Bargladesh Agricultural University caried oul an
indepandsnt sample survey during the period July 1o Ocigber, 1978 for
evaluating performance of the Villege Food Production Committees (VFPCs)
with regard to disbursement and recovery of loan under the. Special Agricul-
tural Credit Programme,

108. As per decisions of the Standing Rural Credit Advisory Commi-
ttee, Banrgladesh Agricultural University, Mymensingh was glso entrusted
with the responsibility of undertaking a study on the problems of production
as well as marketing of rural cottage industries products with special reference
iothe Bangladesh Mahila Samabaya Samity.

108, 1 will be recalled that in 1977 an Agricultural Credit Study
Project was underfaken by the Bangladesh Bank withassistancs from DA
and a foreign consultants firm namely, Messrs. Robert R, Nathan Associstes
were appointed for this project.  Tne consultantis have submitted their repaort
along with certain speciflc credit projects covering irmgation, aquaculture
gic. These aré under examinalinm,
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HOUSE BUILDMNG FINANCE

110, The Bangladesh Houwse Buildipng Firance Corporation was
established in 1973 and has been engaged in the development of housing
sector since then,  The main objective of the Corporation is to provide finan-
cial assistance fcr the constructior, repair  and remodelling of residential
housss in the cities, towas and thana headguariers,

111. Marmal loans amounting to Tk.1.70 lakhs for each self-cantained
unit of & house are advanced for @ maximum period of 20 vears at 11% In-
terest (simple) per annum, while loans of Tk.1 70 lakhs for each self-contained
unit of a house for multrstoned bullcings are advanced for a8 maximum period
af 25 years at 5% interest (simple) per annumwith a total ceiling of Tk 8.46
lakhs, In order to eass the housing shortege particularly in the cities and
towns, the Government approved a special housing programme for the middia
and low incom2 people. The housing programme s for construction of
four-1o, six-stgried multi-Tamily apariment buildings in Dacca, Maravangani,
Chittagong and Khulpa and minimum three-storied apartment buildings in
other urban areas,

112. During the financial year 1978-7%, the lpans sanctioned dis-
bursed, recovered by the Corporation amounted to Tk 141 .44 crores, Tk 55 88
crores and TE.7T.40 crores reéspectively as- compared 1o sanction, dishurse-
ment and recovery figures of Tk4AT.17 crores. Th21.42 crores and ThB.03
crores respectively of the previous year, which represented substantial in-
créates of 199.85%, 160.87% and 22.72% respectively. During 1978-79 the
Carporation sanctioned and disbursed Tk 90689 crores and Tk40.40 crores
respectively against 1585 applications for multi-storled buildings.
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113. The amount of putstanding loans 85 on June 30, 1979 was
Th.118.44 grores (including interest for 1978-79) as against the outstanding
amount of Tk.63.17 crores as on June 30, 1978

114. In arder to increase the availability of credit for housing construc-
tign the commerclal banks were required 1o extend credit facilities to this
sactor uplo 1% of their demend and time liabilities since 1977 However,
no. target was fized far 1978-79. The hanks provided cradit to the housing
sector within the prescribed ceiling of Tk.3.00 lakhs per party against morgage
of real estates andrepayable over @ maximum peripd of 7 years.  The total
amount disbursed by the netignalised commercial banks on this account
during the year ending June, 1979 stpod at Tk.6.62 crores and compared
with Tk.6.94 crares disbursed during the preceding year. This brought the
total amaunt of cutstanding housing loans provided by the nationalised ccm-
marcial banks upto June, 1979 to Tk.18.47 crares. This is in addition to

- Th.0.11 crore of housing leans provided during 1978-73 by the foreign banks

scheduled in Bengladesh. Besides, s rural housing scheme was intraduced
in 1877-78 in order to linence construction of low-cost houses in villages
under Swanirvar programme/|RDP as also villages which have bzen electii-
fied. Under this scheme a maximum amount of Tk. 8,000.00 por barrawer
is provided &1 11% interest apainst martgage of houses builtand other house-
hoid land.  These lgsns are repayable cver & pericd of 20 years.

115, With a view 1o augmenting the rezources of the House Building
Finance Corporation, Bangladesh Bank invested substantial amounts in
debentures of the HBFC. The value of such debenture-heiding, which stocd
at anly Tk.1,50 crores a1 the end of June, 1978, increased sharply to Th38.50
crores at the end of Jume, 1979, representing investment worth Tk.37.00
crofes durlng 1978-Y3, In addilion, natlonalizsed commercial banks' deben-
ture financing to the HBFC during the year amounted to Tk.20.00 ciores.
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GOVERNMENT FINANCE

16 The Bangladesh Government Budget for 1978-79 envisaged
revenue Teceipts ot Tk1405.932 crores and revenue expenditure (non-deve-
lopment) at Tk.1053.09 crores, thus showing 8 surplus of Tk 362.84 crares,
The budget estimates far the year were subsequently revised placing the re-
venue receipts and expenditures at Tk, 1502.68 crores and Tk 1129.03
Grofts respectively, leaving a surplus of Tk.373.66 crores. The combined
Revised Budget (Revenue plus Development) estimated an cverall surplus
of Tk.0.12 crore reflecting an increass of Tk-92.49 crores in domestic finan-
¢ing and decrease of Tk11.42 crores in expenditures under the Food faor
Works Programme,

117, The revised budget estimates for T978-79 showed intreases in
the following major heads of reccipts gver their original estimates; Sales Tax
{+ Tk.40.69 crores), interests (4-Th 35,85 crores), stamp, forest and regisira-
tion {+Tk.7.85 crores), income tax, corporation and agricultural income 1ax
(++TkE.31 crores) and railway (- Tk4.28 crores). However, Increases in
almost all the major  heads wera slightly otfset by declines in nationalized
incdustries [—Tk.500 crores) and land revenue [—TR2.70 crores). The
overall increase in the revenue receipts in the revised budget estimates stood
a8l Tk.96.75 crofes over the griginal estimates.  Theincrease ofabout Tk.43.30
Crores under tax receipts in the revized budgel was due to rise in revenue frem
sales, inceme and corporation tax, excise dulies, customs and several other
small taxes resultirg from an upward trend in imperts a3 well as exports and
improved climate for industry and tréde aswell aza continuous improve ment
in tax administralion, The overall increase of Tk47.45 crores in the
revised estimate of non-tax revenue a5 compared 1o the original budgel
estimates represented substantial increases in the interest receipts and révenun
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from rallway, stamp, forest and registration and maodest revenue increase in
the natioralised banks and ather receipts, partly offset by lower receipts from
nationalised industries and a deterigration in the net financial pasition of the
Post Office Department and Telegraph and Telephone Depatment. Arrear
payments of salary and wages made after the announcement of Naticnal Pay
and Services Commission Repart might hava partly contributed to the decline
in the sbove receipts.

118. The revenue expendil res under tha revised budget for 1978-73
increased by Thk. 75.84 crores 1o Tk, 1712903 crares ar by 7 per cent over the
ariginal budget sstimates. Incressed expenditures were incurred mainly 1o
improve the Railway Services, strengthen the general adminisiration, defence
and pther public services. Besides, larger cesh subsidy on food and the jute
industry and increased spending on forsign effairs were also responsible for
the upward revision of total revenue expenditures during 1978-T9. The
amount of food subsidy went up because the estimated sales from sicoks
purchased in cash were higher than those projecied earlier. Subsidy pay-
ments to the Jule Mills Corporation increased on account of arrear paymenis
of salary and wage increases. Experdiiures on 'Defence Services’, "Bduca-
tion', ‘Health Services and Family Planning’. and subsidy an account of
Food' and Jute Mills Caorporation increased by Tk.31.33 crores, TK.14.56
crores, Th.7.96 crores and Th.23.03 crores and Tk.13.75 crores respectively In
the revised estimales,

118. The size of the Annual Davelopmant Programme for 1578-79
was gfiginally placed ar Tx,1390.03 crares an net basis but subseguently the
allocation was raised to Tk 1680262 crores. The revised Annual Develop-
mentl Programme of Tk, 1602.62 crores showed in real termsan increass of
33% over the development expenditure of T97Y7-T8. In the revised budget,
receipts from project ald and counter-part funds on non-project assistance
available for financing the Annual Develcpment Programme were estimated
gt Tk.623.63 crores and Tk 475,00 crores respectively, while the net receipts
from sale proceeds of food Stuff received through foreign assistance were
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placed at Tk 18968 crores. This brought the estimate of totai external
resources available for finencing the Apnual Development Programme, 1o
Tk 118809 crores which together with Tk 414.63 crores of internal respurces
gave an amount of Tk, 1602.62 ergres.

120. The budgal estimate for 1979-30 envissges revenue receipls
on the basis of existing rates 8t Tk 180202 crores and non-developmant
expenditure al Tk, 1193.96 crofes thus showing 8 revenue surplus of TE.E0B.OG
crares.  Of the total revenue receipis, cusioms is estimated to vield Th.655.00
crores, excise TE.2B85.00 crores, incoms fax, corporation and agricultural
income tax Tk, 170.00 creres and sales tax Tk 266.00 crores. Of the total
expenditures, defence service accounts faor Tk, 22000 crores, while
the estimate for education stands at Tk.162.01 crores.  Other important
allacations include Railways (Tk.B6.38 crorzs), Police (Tk.64.13 crores),
Genetal Administration (Tk. 4210 crores), Health and Family Planning
(Tk.62.85 crores) and other expenditure (Tk, 121.46 crorgs). The size
of unexpected expenditure in  the budget has bssn estimated ot
Tk, B5.00 crores.

121. The slzé ol the Annual Developmant Pregramme for 1973-80
has been estimated at Tk.2070.00 crores. Out ef the wotal expenditure of
Tk.2070.00 crores, an amount of Tk, 262.29 cigres (13%) has been allocated
to Agricultuere, Th.212.29 crores (10.59%) to Flood Control and Water Re-
sources, TR.342,00 crores (16.52%) to Industries, Tk. 346,66 creres (168.74%)
to Transpart and Tk.216.69 crores (10.45%) to power. The allsoations for
Housing and Physical Planning, Education and Traiping and Healih are
estimated Bt Tk, 13755 crores, Tk 61.41 erores and Tk 6723 crores
of BA4%, 2.895% 3.24% respectively. Rural Develppmeént Secior
with an allocation of Tk. 85.79 crores represents about 4.14% of the
total outlay,

122. The develapment budget for 1979-80 envisagss a net foraign
asgistance at Tk 1564.76 crorfes or 743 of the fotal putlay as against 7% in
the preceding year.
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123. The main fiscal measures of the budget for 1973-B0 are
summarised below

A. Customs Duty :

1.

10

Duty an one band radics, built-up and kit for assembiy has bzen
proposed 1o be reduced frem E0% and 20% to 28% ard 10%
reapectively (- Tk, 15.00 lakhs),

Duty on spectacles, spectacle frames and their parts has been
proposed to be reduced frem 110% and 175% to 76% and 126%
respectively  [—Tk. 3.00 lakhs).

Cuty on carrugated irgn sheets has bzen proposed to be reduced
from 45% 1o 35% [(—Tk. 1.65 crares).

Duty on billets and scrap of iron or steel has bzen proposed to be
reduced from 36% and 20% to 26% and 121% respectively
(—Tk. 2.00 creros).

Duty on certain chemicals has been proposed to be reduced from
115% and 65% and made uriform at 50% [ —Tk.95.00 lakhs),

Duty on video casselle recoder and cassette tape has bEeEn pio-
posed to be enhanced fram 100% 1o 3007

Duity an perfumary and cosmetics has t;EE‘:I'I proposed fo be en-
harce from 150% 1o 200% (-} Tk.50.00 lakhs).

Duty on synthetic, mixed and fine and superfine cotton labsics
has bsen propose 1o be enhanced frem Z28%. 176% and 100%
to 250%, 200% and 125% respectively (T30 craores)

Duty on motor cars with ergine capacity gwver 100D c.o. has been
praposed to be enhanced from 20%, 120%, 150% and 200% 1o
110%, 150%, Z00% and 300% respectively depending on the
engine capacity [ TET.00 crore).

Duty on plastic materials has been proposed to be erhanced frem
75% to 100% ( <TkED.0D lakhs),
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12,

Duty on alcoholic bevereges has been proposed to be changed
from specific retes to ad valgrem rates and fized at 7B, 100% and
200% depending on the alcoholic content in the beversges.

Duty on gold and silver ccins, bullions, bers and plates has been
proposed 1o be changed fram specific rates of Thk.35.00 per 1ofa
and Tk.1.00 per gunce to ad valorem rates and fixed at 100% and
E0% respectively.

B. Excise Duties :

13.

14,

16,

16

Existing duty of TE1.60 per pound on unmanufaciured tobacoo
has been proposed to be exempted and its incidence transferred
to manufactured products,

Sales tax on gold, silver and products thereo! has been proposed
io be merged with excite duty apd exemplion of excize duty
partially withdrawn |+ Tk75.00 lakhs)

Rate of duty on gas has been pioposed to be enhanced from
Tk.240 1o Tk.3.00 per 1000 cft.

Duty on cement has been proposed to be enhanced fram Tk 20300
to Th.360.00 per matrlc ton (- Th. 5.89 crores).

C. Income Tax :

17,

18.

The minimuom taxzable limit of income lable to Income tax has been
proposed to be raised from Tk 10000000 to Tk.12000.00
(—Tk. 20,00 lakhs).

Dividend from tax-holiday companies has been proposed to be
made liable to income tax [ Te.B.00 lakhs).

Exemption of tax on capital gains of propérty acquired by public
autharities has been proposed to be withdrawn and the tax labiflty
has bsen proposed To be mede a charge on the property trans-
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ferred in collusive manner withaut abtaining cleavance certificate
[+ Tk.50.00 lakhs).

20, A surcharge on incom# tax hes been proposed

D. Wealth Tax :

21. Total exemplion on owner occupled house has been proposed to
be limited up to Tk1000 lakhs (- Tk 1.00 lakh).

E. Estate Duty :
22 Exemption limit on residential houses used by the successors of

the deceased has been proposed to be raised from Tk.5.00 lakhs
to Tk.10.00 lakhs { —Tk.1.00 lakh}.

124. The Railway Budget for the year 1979-80 envisages total re-
vénue receipis at Tk. B4.671 crores and revenue expenditure 8t Tk, B8 38 crores
thus showing 8 nominal deficit af Tk. 1,77 crores. This compares with the
revised revenue receipts of Tk 81.10 crores, expenditure of Tk, B3.64 crores

and deficit of Tk, 254 crores during 1978-79.  The following are the high-
lights of the Railway Budgetl :

1. The revenue éxpendiure of Tk 8638 crores includes Tk 7684
crores lor general administration, Tk 1.05 crores for appropria-
tion to different funds, Tk. 3.30 crores for repayment of principal
of foreign loans and Tk. 2.16 crores for inteérest on foreign loans

2. In the Annual Develppment Programme for 1872-80 an amount
of Tk.87.83 crores has been provided for 31 on going and new
schemes while an amount of Tk.35.00 crares has been provided
for payment of arrear customs duly and salés tax thus raising
the provision 1o Tk. 132.93 crores.

3.  The new budget proposes no increase in the rates af fare apd freight
of the Railway despite recent rise in prices of diesel by 23 per
cent and of furnace oil by 30 per cent
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4. Under the three -year Hard Core Plan and Tweo-Year Plan, provision
was made for proeurement of 233 metre guege (MG) and 153
brcad guage (BG) pasgenger carrieges. Out of this 199 and. 131
carrisges have already been procured. The rest are being
procured from South Kores, Japan, West Germany, Pakistan

" and Denmark.

E  Four hundied and nineteen cevered wagons and 81 special types
of wagons for BG and 408 covered wagons and 31 special types
of wagons for MG are hEilr.g imported from the United Kingdom
under a British grant

6. Armangement for procurement of 108 special type of wagans for
BG and 210 special type of wagons for MG are being finalised
undera lean from the Saudi Fund for Development

7. Under the Hard Care and Two-Year Plans, measures have been
taken to rehabilitale track and bridges as wellas signalling and tele-
communication system of the Railway

B. The number of passengers coarried during 1978-T3 are estimated
gt pine crore two lacs 85 ageinst nine crome  sisty two  lacs in
the preceding year. The quantum of freight traffic during
1978-72 has been estimated at 31 lakh 57 thousand tons 4%
compared to 35 lac 10 thousand tons last year

9. The Railway provided additional communication facilities during
1978-79 by providing & new long distance trains and by cpening 5
new ‘D7 Class statigns.

10, The budget has allgcated funds for survey of 8 number of projecls
including 4 new sSchemes and a ciccular  raibway line argund

Dacca cily,

Bl 126, No new Public Loan was floated by the Gavernment of Bangla-
ICVETT
Barrawings desh during the year ended 30th June, 1878 The only outstanding Govern-
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ment Loan is the 51% Loan — 1982 floated in October, 1972 ampounted to
Tk 63,7501 ,000.00.

126. Three months Government Treasury Bills @ 7% discount per
annum stood as on 30.6.1979 at the same level of Tk.57.03 crores as on
A0E. 1978 These Bills were re-issped every 90 days

127. The 6% Special Treasury Bills created to replenish the cash
balarce of the Government decreased frem Tk, 44400 crores as on 30th
June, 1978 o Tk 407.00 crores on the 30th June, 1878, The Wavs and
Means Advances of the Bank to the Government as on 30Hh June,
1979 remained unchanged at Tk20.00 crores. In addition to the abave
boirowings, Government debtor balance stcod at Tk, 9.12,69,000.00 as on
30th June, 1979 against Tk 9.39.73,000.00 on 30th June, 1978

128. Spacial Treasury Bills & 6% discount per annum offered with
effeet from M.B61976 for Sale to Mon-Bapking Instituticrs  stccd  al

Tk, 54660 00003 as on 361979 as against Tk 7626500000 as
on 30.6.1978.

129, B% Incoms= Tax Bonds of the erstwhile Pakistan Government
held by Bangladesh Nationals/Instituitons lahitities for tevalidation of which
have been accepted by the Government of Bangladesh have been revalldated
for face value of Tk. 6,78 lacs during the year ended 30th June, 1979%as
ageinst Tk. 23.52 lacs as on 30.6.1978

130. The ampunts of G.P. Mgtes/Steck Certificate of the erstwhile
Pakistan and it2 provincial Goverrments Leans and 5% Defence Bonds held
by Bangladesh NMationmals/Institutions ligbilities for redemption frevalidation
of which have been accepted by ithe Government of Banglacesh stocod at
Tk. 3,893 E00.00 a5 on J0E.1973 as against Tk, 12,14, 7940000 as on
30.6.1978.

131. The amounts of B% Non-Negotisble Bonds issued by the
Gaovernment of the People’'s Republic of Bapgladesh to the Shareholders of
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Matioralized Industries as compensation Stood at Tk, 7.56 crorés as aon
30.6.1979 as against Tk, 3.60 crores as on 30.6.1978

132, lssuing of 8% Bonds against 100 Taka demonetised Notes has
been  started during the year and the balance stood at Tk.46.84 lacs as-on
Ath June, 1975,

132, The nel gulstanaing of boih Bangladesh Saving Certificate and
Bangladesh Sanchaya Patrés stocd at Tk, 8.66.81,746.00 a5 on 30th June,
1979 in the Banking Sector agamst Tk, 917 26.970.00 ez reported for the
year ended 30th June, 1978

134 The net sale of Pratirakkha Sapchaya Patra in the Banking
Sector stopd at Tk 28652730000 as on 30th June, 1979 against
Tk. 22.80, 35.920.00 as on 30th June, 1978, Sales and enceshmants of
Pratirakkha Sanchaya Patra during the year under report were Tk.8,47,71,105.00
and Tk, 1.62.79.726.00 respectively.

135. The net sale of Bonus Sanchaya Patra in the Banking Sector
stond 4t Th.1,03,70.590.00 as on 20th June, 1879 against Tk, 24,27 950.00
as on 30th Jume, 1978. Sale and encashments of Bonus Sanchava Patra
during the yeéar upder report were Tk, 85,64 82000 and Tk, 2,22 250,00
respectively,

136, The netsale of 5-year Bangladesh Sanchaya Patras in the
banking sector sigod at Tk, 2,47.66,380.00 as on 30th June, 1979 against
Tk, 89,99,650.00 as an 30th June, 1978, Sales end encashments of
G-yeer Bapgladesh Sanchaya Patras durlng The vear under reporl wers
Tk. 1,681,774 58000 and Tk.4,.20 85000 respactively,

137. The 10-Taks Bangladesh Prize Bonds Schemw introduced in
Jung, 1874 continued during the vear. Progressive net sales of Prize
Bonds amounted to Tk 6.88.01,740.00 as on 30th June, 1579 against
Tk.6.27.11,670.00 &5 on 30th June, 1978, Sixtesn series of Bonds namaly
English 4, B, C. D E F G H J K, LL M. N. P, O, R and Bengali Series Ka
and Kha heve been put on sale upto 3k June, 1979, 26 Prize diaws have
since been hzld, Drews are held bimonthly.
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BALANCE OF TRADE AND PAYMENTS

138. The balance of trade ( F.O.B. besis) of the country showed
some deterioration during July, 1978—NMarch, 1975 as compered To the sama
period of 1977-78. The deficiton the merchandise account (i.e. visible
exports less visible imparts) rose to ThO979.80 crores during the first nice
months of 1978-73 fram Tk.726.23 crares during the sames period of 1977-78,
The increase in deficit on merchandise account rellected a sharper rise in
imports tham in exports.  Imports during the period July, 1978 —March, 1979
stood at Tk, 167422 crores which was TK.340.03 crores or 26.8% per cent
highers than In the comesponding period of the preceding vear. Of the total impeo-
rts, imports financed by Cash, Barter and Special Trade, Wage Earpers' Scheme,
Loans/ Credits and Grants amounted to Tk431.00 crores (26.70%), TR.72.45
crores (4.48%), Ti116.65 crores (7.23%), Tk.477.14 crores (29.56%) and
Tk-B18.98 crores (32.02%) respectively. Long term loansfcredits received
from fareign Gavernments/Institutions eto., were utilized for impert of food
(Tk19.08 crores), non-food project (Tk.233.90 crores), non-food non-project
{Tk.224.16 crores), while food and non-food imports under grants stood at
Tk.204.77 crores and Tk312.22 creres respectively. Export earnings rose
fram Tk.547.37 crores during July, 1977—March, 1978 10 Tk.634.42 crares
during July, 1978—March, 1973 denoting an Increase of TR.B7.05 croresar
15:80%. This increase reflected In part higher export prices.  The services
account (Le. Invisible receipts less invisible paymants) showed a larger deficit
of Tk.215.07 crores during the first nine months of 1978-79 as compared to
the deficit of Tk.192.27 crores during the same period of preceding vear,
The deterioration In the services account was the result of an increase
in payments (Tk.79.82 crores) partly offset by an increase in receipts
{4+ Tk.67.02 crores). The increase in payments gccurred under “shipment’
{+ Tk41.04 crores), ‘other transpoitation’ (4 Tk 876 crores), Travel
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[+ TkE.76 crores), ‘Investment income’ [+ TR.5.30 crores), and “Crher
services and Income” (+— Tk.17.96 crores), while receipts were higher under
‘Other transportation’ (- Tk 7.74 crares), ‘Travel” (4 Tk1.44 crores),
‘Investment income’ (<4 Tk.17.17 crores), and “Other services and Income
{4 TR.30.67 crores).

139. The overall balance of payments, however, recorded an improve-
ment showing a surplus of Tk.60.77 crores during the first nine months of
1978-72 in contrast to 8 deficlt of Tk.113.19 ¢rcres in the corresponding
period of 1877-78. The reversal in payments position frem a deficit 1o a
sufplus was mainly attributable to a marked rise in "Unrequited Transfers’
and net inflow under Capital Trapsactions partly neutralized by an increase in
the deficit under Goods. Services and Income Account.  Unrequited transfers
recorded a net inflow of Tk.B05.31 crores during July, 1978-March, 1979 as
compared with Tk.4BB.68 crores during July, 1977 -March, 1978, Of the
total unrequited transfers net receipts under “'Official Transfers™and “Private
Transters” stood at TR.B48.18 crores and TRAS7.13 crores respectively, Net
capital Inflow during the period July, 1978—March, 1979 stood at Tk 440.33
orores as compared with Tk.317.23 crores durlng the corespandirg period
of the last year. The increase In net inflow of capital was mainly due 1o
increase in nel inflow under long-term capital.

140. Foreign Exchange reserves {convertible) increased by TkET.3T
crofes to Tk.592.14 crores {excluding Seudi Grant of TR BOOD crores) at
the end of June, 1979 fram the end of June, 1978 level of Tk, 404,77 crores
due partly to receipt of Tk.57.00 crares fram IMF wnder Trusl Furd Facility
and Special Drawirg Rights allgcation of Tk.31.28 crares. The other factars
which led to the increase in foreign exchange reserves ware Slower
utilization of cash impart licences and higher prices of major exparts.
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FOREIGN AID

141, The estimated foreign aid disbursement at $ 1014 million during
1978-79 recorded a considerable increase of 27.4 per cent fram the level of
§ 796 million in 1977-78. A much larger amount of § 459 million was disbursed
as commaodity 8id during 1978-79 a5 compared with § 329 million of the
previous  year. Significant improvement also tock place in the disburse-
ment of project aid reflecting acceleration in the pace of implementation
of aided projects. However, a slight decréase in food did was recarded for
1978-79 as compared with the previous year. The estimated disbursement
of forefgn ald in 1978-79 e#lorgwith the comperative figures of previgus
vears is shown in the lable below :

DISBEURSEMENT OF FOREIGN AID

(Million dollar)
Categary 1974-75 | 1975-76 | 1976-77 | 1277-78 | 1978-79
Food Aid 3756 306 107 150 187
Commodity Ald 299 348 187 379 459
Project Aid 145 129 147 264 356
Cash 160 30 61 23 12

Total: 919 ;13 502 796 1014

The figures in the above table refér 1o gross foreign aid disbursement, The
repayment of foreign aid (excluding repurchases in respect of drawings from
IMF) was estimeied 1o be § 48 million In addifion to interest payment of
% 38 million, Thus, the net infiow of foreign capital amounted to 5 8927
mitlion in 1978-79,
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142. Aid commitment during 1978-79 amounted to § 1867 milllon
which was 61 per cent higher as compared to § 1160 million in 1977-78. The
total ald commitmert since independence il the end of June, 1979 was esti-
mated at 5§ 8007 milllon of which 3 3688 milllon represented grants. Total
disbursement during the same perigd bhad been § 6328 million. The total
outstanding debt as on December 31, 1978 was § 4104 mil'ion inclusive
of an undisbursed amount of § 1452 million.
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TRAMNSACTIONS WITH IMF

143. Bangladesh received SDR 30.18 million under the Trust Fund
Facilities on July 31, 137%.

144. Bangladesh made the following repurchases in  respect of
parlier purchases during the year 1978-79.

{Million SDR)
7 s Yaar of Amount of
Tvpe of the Fund's Facilities B g Rsgaichins
Firsl Cradit Tranche 1973-74 10 90
Second and Third Credit Tranche 1975-78 685
il Facilities 1974-78 16.09
Total : 33.84

145, QOutstanding drawings of Banglacesh from the [nternationsl
Monetary Fund stood fower at SOR 207,72 millior, at the end of June, 1979
a% against SDR 211.38 million at the end of June, 1978,

146, Bangladesh received SOR 1680 million as the first instalment
under the Third Basic Perigd of SDR allocation on Janwary 1, 1979, 5Sha
also recelved 26,745 troy ounces of gold worth SDR 0.93 million (valued
@t SDR 35 peér punce) from the Fund under (ts Gold Restitution operation
during the month of December, 1978,
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Export Polioy
and Tarfget

TRADE POLICY

147. Sustained efforts were made during 1878-79 far boosting the
volume of exports of both raditional and non-traditional exportables throwgh
expansion of the existing facilities apd introduction of some new measures,
Tha Export Policy for 1978-79 provided for extension of special assistance
to the establishment and expansion of export-orientad Industries (specizlly
those based on Indigbnous raw materals and having greater processing
and value adding potentialities), more assistance in setting up of import-
substitution industries intensification of efforts directed to help exporters
to market their exportables through dissemination of information, participa-
tion in foreign trade fairs, business visits abroad, extension of assistance in
quality control of export products etc.

148. While som? of the exnort facilities intraduced earlier viz., Export
Credit Guarantee Scheme (ECGS), Rebate on Import Duty, Excise and Sales
Tax, Selection of an export product having earning potentials as “Export
Praoduct of the Year”, entitlement of foreign exchange for exporters for travel-
ling abroad étc, continued unchanged. the Export Performance Licence
Scheme (XPL) was broadened by adding 11 new items and by enhencemeant
of entitlemants in respect of 7 items. The total number of items under this
Scheme stood &t 74 during 1978-79 as compared to 63 in the preceding year,
The Government selected "Finished Leather and Leather Products as the
Export Product of the Year 1978-73 instead of 'Deep Sea Fishing and
Marine Products’ of last year.

149, The mew export promolional measures included the formation
of a Task Force under the Export Cocordination Unit (ECU) ta manitar pro-
gress of the promotional measures. Besides. arrangementis were made for
participation in trade fairs abroad, cbservance ol Bangladesh Commadity
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Weoks In some countries, and opening of display/display-cum-sales centres
in the premises of selected Missions abroad.

160. Export target for 1978-79 was flxed at Tk, 900 crores, Actus)
export earnings duricrg 1878-79 stood at Tk, 817.31 crores which was
Tk 1731 crores more than the terget and was Tk. 17670 crores higher then
the actual earnings of Tk, 740.61 crores during 1977-78. The encoursging
perfarmance of the export sector was attributable mainly to favgurable price
situation of our jute. jule goods and leather in the internaticnal market.

161. As regards the export eamnings from our major export items, jute
goods figures as the largest export item fetching Th, 415.89 crores (45 per
cont of tofal earnings) followed by raw jute which earned Tk, 216.07 crores
{24 per cent) during the yedr as compared to Th. 373.60 crores (60 per cent)
and Tk. 145.40 crores {20 per cent) respectively during 1977-78.  Despite
considerable decling in the volume of experts, the export earnings frem jule
goods increased, reflecting higher intérnatioral prices. Earnir gs trom non-jule
items exceptirg tea durirg 1978-79 amounted to Tk, 223.36 ciores dufing
the yvear showlng an increase of Tk. 6857 crores or 45 per cent a5 compared
to the preceding year. The expart carnirgs frem tea during 1978-78, how-
ever, stood lgwer at Tk. 6205 crores (7 per cent) as compared to Tk, 67.91
crores (9 per cent) during last year. Earnings from tanned/semi-tanned
leather Including leather goods at Tk. 116.84 ecrores and frozen food a1
Tk. 53.20 crores respectively durirg the year under reporl registered
growth of 70 per centand 82 per cent respectively. Besides, packet tea,
M.5. plates, copper wire and household linen were expofted from
Bapgladesh for the first time.

162, With a view to enabling the importers to make better import
plapning of and thereby ensuring smoath and regular sepply of raw materials
and other imparted commodities throughout the year, the impaort Policy for
1978-79 was annaunced for the first time on annual basis, instéad of half-
yearly basis. Besides, the sllgcations made under the Policy aimed #taug-
menting the supply of consumer goods and eénsuring adequate supply of
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industrial rew materials and spares for boosting industrial production with
emphasis on export-orented industries. The allocations for the raw materials
and spares for industrial sector wera about 78 per cent of the total impart
allgcation in 1978-79 as against 79 per cent in the preceding year, The
shares of private and public sector in the impart programme for industrial raw
matarials and gpares ware 30 per cent and 48 per cent respectively as against
28 per cent and 50 per cent during 1977-78.  Allocations under the Open
General Licence (0OGL) schema were raised by 50 per cent to Tk. 60.00
crores over 1977-78.  Similarly, the sllocations for cement, €1, sheets
billets; edible oil etc. were raised in view of the importance of thase com-
modities in the national econgmy. The share of the Trading Corporation of
Bangladesh in the total import trade remained at 5 per cent as in the prévious
vear, - Seperate allocations of Tk, 10.00 crores and Tk, 3.00 crores wera
made for the import of raw materials and spares for the export-oriented indus-
tries, and for small industries in the less develgped areas of the country
respectively, Commercial importers and indusgtrial wnits were allowed 1o
import spares and raw materials under the Wage Earners” Scheme (WES).

163. Total allacation of Tk. 1450 crores (subfequently raised to
Tk. 1500 crores) for merchandise imports excluding food, defence goods and
imports under project aid and alse imports of fertilizer, part of edible all and
commodities required for development projects was 20.83 per cent higher
than the actual utilization during 1977-78, Actusl utilization under the import
policy during 1978-79 has boan estimated at TR, 1353.00 crores of which
Tk, 68000 crores (4882 per cant) ware frem own cash foreign exchange
respurces; TK 453.00 crares (32.62 per cent) were from external loans and
grants; Tk. 100.00 crares (7.17 par cent) ware from barter and Tk, 160.00
crores (11.47 per cent) were from the Wage Earners’ Schems. Of the total
import under the Wage Earners’ Schem=, which was 33.33 per cent higher
than in the prévious yaar, industrial raw materials, clothes, gld garments
and other goods constituted abouwt 32 per cent, 21 peér cent, 9 per cent
and 38 per cent respactively,
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TRADE AND PAYMENTS AGREEMENTS

164. Bangladesh entered into seven new trade agreements with
different caountries during 1878-79. All of them were barter trade agreemznls.

165, Bangladesh entered inlo a barter trade agreement wath the
Socialist Republic of Vietnam on July 21, 1978, Under the agreement,
Bangladesh will export jute yarn 8nd jute bags, rayon yarn and copper wire
ageinst the import of ceal, rubber and rubber products, edible gil ete. from
Vietnam,

156. Bangladesh-Poland barter trade protocol which was concluded
on September 14, 1978 provides for exports of raw jute, jute goods, 1ea,
hides and sking, speciglised textiles, readymade garmenis, canned pineapples,
spices; tobdcco, limber, paper snd paper products, handicrafts, celiophane,
soap and detergents etc. against the imports of corrugated iren sheets, dyes
and chemicals, rape-seed oil, ball end ballbearings, refiactory materials,
electrical equipmerts and spare peris, tube-well materials, construction
and building meterials, tools and workshop equipments ete.  from
Poland.

157, Another barter trade protocol wes concluded with Czechoslo-
vakia on MNovember 6, 1978. The protocol provides for exports of raw jute
and jute manufactures, tea. tanned and semi-tanned leather, spacialised
textiles, spices, readymade garments, tobacco, handicrafts, secap and
detergants eto. from Bangladesh and imports of efectrical equipments, diasel
engines, cold-storage plants and equipments, hospital/laboralory and scien-
tific equipments and accessories and spare parts thereol, raw films, suxi-
liary materials for ceramic industry, fertilizers and C.. sheets stc, from
Czachoslovakia.
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158. Bangladesh-Romania barter trade protocol signed on October
30, 1878 provides for the exporis of raw jute, jule yarm, jule goods, 1ea, hides
and skins, néwsprint, handicrafts, coir products and other miscellaneous
iterms such as timber, fioe, tobacco, drugsand chemicals éte, from Bangladash
against the imports of mineral oils, soda ash, spare parts for ambulance, diesel
engines, ball and ball-bearings, fertilizers, spare parts for diesel locomotives
efc. from Romania.

168, A barter trade agreement was signed between Bengladesh and
Morth Korea on Movember 283, 1878, Under the agreement Bangladesh
will expart 1o Korea jute and jute praducts, hides and leather, paper and
newsprint, spap and detergents, enamellad copper wire, glycerine and chemi-
cals. Bangladesh in turn will import from Korea cement, magnesia clinker,
pig iron, steell billet, coal, machinery and tools, chemicals etc,

160. Bangladesh and China entéreéd intg @ barter trade protocol on
December 10, 1978. The protocol provides for exports from Bangladesh
of raw jute and jute goods, hides and Skins, sugar, newsprint, paper pulp,
timber particle and hard beard, rayon and cellophane eic, against the imparts
of M. 5. billels, pig iron, cament, coal, refracioly matenals, dyves and chemicals,
light industrial prducts, machinery and equipments eic. from China

161. Another barter trade protocol was gigned with the LLS.5.R. on
December 28, 1978 for a period of one year. Under the protacol, the expor-
table (tems from Bangladesh are raw jute, jute mancfactues, tea, gost
skins, cables, footwear, coir fibre specialized textiles, readymade garments,
tobacca, timber, handicrafte, books and periodicals, cinematographic films
gle, The imports from Russia include machinery equipment and their spae.
parts, ball bearings; Ingol moulds,: pig iron, steel billets, colion, kerosene;
cinematographic films,. books and pergdicals efc.
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Jute

TRENDS IN EXPORT COMMODITIES

162. The raw jute supply situation in the country during 1978-79
recorded considerable impravement follawing the increase in production over
the level of last vear. Productlon of raw jute during 1978-79 stood higherat
67.73 lakh bales as compared to the actual production of BE08 lakh bales
in the previous year. This Increass In production was due mainly to higher
coverage of jule lamd by about 11 par cent to 20 lakh acres during the vear
following the favourable movement of jute/rice price ratio.  As a result, the
total availability of raw jute. including the carryover of 6.92 lakh bales, stood
higher at 74.65 lakh bales as compared 1o the actual availability of 5763
lakh hales in the preceding wvear.

163. With the increase in production of raw jute, prices in internal
mearket recorded declines during 1978-72, The annu2! average price of
ursesaoried loose jute im primary markets duning 1978-79 stood  lower at
Tk, 134.67 per meund as campared to Tk. 169.28 per maund last year,

164, Arrivals of raw jute in the country's secondary markets during
1978-73 stood higher at 57.40 lakh bales as compared to 54.08R lakh bales
during 1977-78.

165. Export sales registration of raw jute during 1978-79 stood subs-
tantially higher at 32,01 lakh bales as compared to 14,29 lakh bales in the
preceding yeasr. The sales registration of raw jute sharply increased by 13.44
lakh bales during the month of June, 1979 in apprehension of a sharter than
anticipated jute crap during 1973-80 following a long spell of unprece-
dented droupht. Actual shipments of raw jute during 1978-79 also stood
higher 2t 19.67 lakh bales as compared to 16.67 lakh bales during 1977-78.
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Howawar, siower movement of raw jute exporis as compared to the valume
of zales registration was due mainly to the fact that szales commitments
mostly commenced in the last month of the year. Total foreign exchange
earnings from export of raw jute during 1978-79 stood higherat Tk, 21601

crores as comparad to Tk, 14540 crores during last year,
166. Raw jute price in the terminal market at Marayangan] for white

X-Bottom grade which stood at Tk. 19500 per maund on the 1st July, 1978
declined to Tk. 175.00 per maund on the 10th July, 1978 and further to
Tk. 130.00 per maund on the 24th April, 1979, Thereafter, the price tended to
increase from the 25th May, 1978 and finally reached the closing level of
Tk. 155.00 per maund on the 256th June, 1979. In the pucca bale section,
the price of BW.D, grade which stood at Tk, 1080.00 par bale on the 18t
July, 1978 declined sharply to Tk, 980.00 per bale on the 10th July, 1978
and 1o Tk 930.00 per bale an the 17th July, 1978, The price further
declined 1o Tk. 80000 per bale an the 2dth April, 1978,  Thereafier, the price
started rising from the 25th May, 1979 and reached the closing level of
Tk. 985.00 per mawnd on the 25th Jume, 1973,

167. The export price of BW.D. grade which stood at £ 220 per ton
on the 1st July, 1978 declined to £ 208 per tan on the Bth Janoary, 1979
and further to £ 194 per ton on the 23rd May, 1978,  The guotation there-
after, increased to £ 200 on the 18th June, 1979 1o close the year at the
same level,

163, Productionof jute goodsin the country’s jute mills during 1978-78
had been considerably lower as compared 1o the previous vear due mainly
to power stoppages, prolonged clossure of mills owing to the labour wnrest
and production of lighter fabrics (wool packs, lght hesslan etc.) 1o mest
the overseas demand. A% a resull, the cumulative production of jute manu-
factures during 1278-79 stood substantially lawer at 5.01 lakh tons as com-
pared to 546 lakh tons in the preceding year. There were, on an average,
25,903 installed looms of which 23,076 looms or 88% operated during the
year under report.

T R=Revised
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169. Export sales of jule goods registered with the Bangladesh Bank
during the vesr stood 8t 5.23 lakh tons as compared to 5.08 lakh tons
during 1977-78. The cumulative expons of jute goods during the year
stood substantially lpwar at 4,59 lakh tons as compared to 5.22 lakh tons in
the preceding year. Lower shipments of jute geods during the year were
mainly due to lower production of jute goods during 1978-78. Total foreign
exchange earnings from the export of jute goods, hgwever, stoad higher at
Tk. 415,89 crores as compared to Tk. 373.50" crorés in the preceding year
mainly dwe to the substantial increase in export prices of jute goods and
sutcessive depreciations of the value of Taka vis-a-vis pound sterling during
the year.

170.  Stock of jute gogds {including sold, unsold and stc ck-in-transit)
a5 pn June 20, 1979 sicod lowar at 0.49 lakh tons as compared to 060 lakh
tons on the comesponding date of the préceding vear.

171. The production of tea during 1378-79 at 7243 million lbs.
declined by 1.75 million bz as compared 1o praduction during 1977-78.
The lowsr production of 1ea durirng the sesson 1978-79 was meinly due to
unfavourable weather conditlons which prevalled durlng the mast part
of the year. Tatal avallabblity of tes during the 1978-79 season with &
carrviover aof 2626 million 1bs. stood at 106,689 million ks, a3 against 10554
millign lbs. which included a carmygver of 24.36 million |bs. during the previous
SEAS0N.

172, The CHltlagong tea markst depicted 8 mixed trend during 1378-74.
Prices of most of the wvarieties of tea remalned lower at the beginning of
the year but thereafter registered sharp increases following 8 kesn competi-
tion betwean exporters and internal buyers. However, with the exception
of few best varieties prices of tea showed a declining trend from the end of

¥ Aocgnding Lo e Bangisdach T:n_[h]rd,_ ten season will hepceforth  bepin rom th:;
month ol July imtead of Apdl in kecping with the impori and exporl palicies spd
fiscal yvear of the couniry.

R = Ravized,
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Movember, 1878, mainly due to the infiuence of India’s reduction in export
duty on tea. In all, 23 auctions were hold during the season 1978-72 in
winich & total quantity of 74.78 million lbs. of tea was sold ot an average
price of Tk, 849 par b, This cempared with 6828 million |bs. sald atan
average price of Tk. 7.64 per lb.

173, Due 1o dbsence of zoms important buyers from abroad for most
of the vear under repait ag well as poorer varieties on offer export of tea both
in terms of value and volume recorded a8 decline.  The quantity of (ea ex-
pofied during 1978-T8 stopd at 59.99 millipn |bs, valued at Tk.62.08 crores
a5 againsl an export of 6311 millign Ibs. valued at TR.E7.91 crofes during
1977-78. The decrease in forcign exchange earning from export of tea during
1978-79 by about 6% &3 compared to previeous year's lavel was due 1o a
decrease of about 11% in price of tea in the warld markel.

174, The hides and skins markel generally depicied an uptrend during
1878-78. The prices of cow-hides {wet salted heavy) which opened at
Tk, 14,C00—Tk, 14,500 per hundred pleces gradually declined to Tk. 9,500—
Tk 13.000 per hundred pieces an the 28th August, 1978, Thereafter, the
prices steadily increased 1o Tk, 21,000—Tk. 23,000 per hundred pieces on
the 12th March, 1879 but finally closed the year a1 Tk, 20.C00—Tk. 26000
per hundred pieces, The price of bulfalo hides opening at Tk, 15.000—
Tk, 20,000 per hundred pieces inéreased to Tk 17.500—Tk. 22,500 per
hundred pieces on the 16th October, 1978 and afrer ruling unchanged at
that level for sometime the price inoreased further to Tk, 20,000—Tk. 25,000
per hundred pigces by the 16th December, 1978. Thereafier, amidst fluctua-
tions the price increasid to Tk, 22.000—Tk, 26,00 per hundred pieces but
finally declined ta Tk, 20.000—Tk 25000 per huncr2d pieces on the 111h
June, 1979 and remairmed at that level till the close of the year, The price of
sheep tkins which &tood at Th. 1.500—Tk. 1,600 per hundred pieces on the
1st July, 1978 gradually declined to Tk, 1,100—Tk. 1,200 per hundred
pleces by the 18th September, 1978, Thereafter, the price amidst
fluctuations rezched the peak level of Tk 3,400—Tk. 3,600 per hundred
pleces an the 24th April 1979 but finally declined to close the yesr &t
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Tk, 2700—Tk. 3,000 per hundred pieces. The price of goat skins which
gpened at Tk, 4, 200—Tk, 5000 per hundred piecas decline to Tk 3.500—
Tk. 4,500 per hurdred pieces on the 7th August, 197B. Thereafter, the
price steadily increased gwer the remaincer of the vear 1o reach the
closing level of Tk. 7.000—Tk. 11,000 per hundred pieces by the 11th
Jure, 18979, The steep uptrend In hides and skins market during
1978-79 may be attributed to the facts that while the interpational price
of this commodity increased, the Government took varigus measures 1o
augment export of this ilem, which included {a) declaration of finished
leather and leather products as the Export product of the year, (b)
enhancement of XPL entitlement 1o 30 per cent and (¢} extension of liberal
credit facilities.

175. Bulk of the exports of hides and skins during the vear wag in
the form of tanned and semi-tanned leather. The earnings from exports
of leather {including hides and skins) during 1978-79 stoed at Tk, 121.07
erores as compared ta the export target of Tk, 7025 crorés. The expart
earnings from hides and skins had stocd at Tk. 70.00 erores during 1977-78,

176. Frozen food which includes shrimps, frog legs and fish showed
a rise in edport of abowt B2 per cant over the preceding year to Tk, 5320
crofes In 1978-TH.  This, however, was about 17 per cent lowsar than the
target of Tk, G000 crores set for the vear, Out of the total exports under
this group axport of shrimps and prawns alone accounted Tor Tk, 43.77 crores
ar 823 per cent

177. Export edrnings from handicrafts have been increasing steadily
over the yvears and in 1973-78 export camings amounied to Tk, 3.89 crores
compared to Tk. 2.64 crores in 1877-78, This, however, was about 3%
lpwer than the targel of Tk, 4.00 crares set for the year 1978-79,

178. Export eamings from spices and frash-fruits and vegetables
amounted to Tk.1.97 crares and Tk. .57 crore respectively against the target
of T, 3.00 crores for both these products. The shorifall has been  partly
dug to theé temporary restrictions imposed by government on the export of
these items due to shortages in demestic supplies.
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EXCHANGE RATE POLICY

178. The practice of making sultable adjustments from time to fime
in the external value of Taka, keeping in view the fluctuations in the exchange
rate of pound sterling vis-a-vis other currencies especially U 5. dollar in the
ma@jor intérmational merkets, continued during 1978-79. Consequent on
the changes In the excthange rate relationship between the pound sterding
and the U.5. dollar, the official excharge rate of Taksa In relation to its
intervention currency—the pound stérling were refixed on the following
dates during the year 1978-78, in order to maintain a relatively stable cross
rate of Bangladesh currency in relation to the U.5. dollar

TAKA/g STERLING MIDDLE RATES

Perigd | Rete
August 22, 1878 Tk. 28,525 = £1.00
September 18, 1878 Tk.29.525 = E£1.00
Oetober 23 1978 Th, 30,625 = £1.00
January 185, 1879 Tk.31.125 = £1.00
April 18, 1979 Tk. 32025 = £1.00
May 28, 1979 Tk, 33.00 = £1.00

T80. The spatand forward buying and selling rates of the Bangladesh
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Bank were also adjusted cn the above mentioned dates with usual margins
around the middle rates. These rates were as follows :—

BUYING AND SELLING RATES

{In Taka}
Bu'ﬂﬂ% = Selling per £
erling sterling
Date | Forward Farward
Spot upto Spot upbo
_| [ Gwmonthe| [Gmontis
August 22, 1978 28.60 28.50 2865 28.6671

September 18, 1878 2550  29.50 29.56 29.6608

October 23 1878 3050 3050 30.55 30.6645
January 18, 1979 310 310 31,15 31.2668
April 16, 1979 3200 3200 320500 32170
May 28, 1979 329750 329750  33.0250 33.1488

Frae Markat for Wage Eamiirs Hemittances from abrond

181. A daily auction system for disposal of the Wege Eamers’ remit-
tances received in the country has beon developed. The rates of majar
curfencies like WS, dollara and pound sterfing are determined in the
ayctions on free play of merkst forces of demand and supply. The idea for
developing & free markit for funds recelvoed throwgh the Wege Earpers’
Scheme is to keep the rate for such funds in terms of Taka 85 altraciive
g5 possible to the Wage Earners. Theo aucltion sale acocourts for about
20725 per cent of the totel Wage Eammers’ remittances Tteceived from
abroad. The balance of the remitiarnces |5 Cisppsed of through bilatesa)
deals between the sellers and buyers in the market. However, the rates
in these bilateral deals are substantially influenced by the auction
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rates,

The auction rates for U5, dollar and pound sterling during  the yéar

1978-8% are given balow :

AUCTION RATES

e — — — L e ik

Rate for | Ason 30678 | 30.978 | 311278 | 31379 | 30679

us §

18.98 20040 T2.E0 20,07 1882

£ Sterling 35.00 40.07 38,70 4110 42.60

e —

DEVELOPMENTS IN EXCHAMGE CONTHRIL

182, The following important measures were oken in the field of

exchange control and menagement duting 1978-75,

. Amendmant'Madificetions of Export Regulations

(a) With effect from the 23rd August. 1978 all export transactions
under harter, Special Trade Agreements ([STAs) and special credits
having barter components were to be conducted at the rate of ex-
change prevailing on the date of contract between the buyers and
ssllers irrespective of the date of shipment or negotiation of export
documents,

(b) ANl contracts for export of raw jute under barter, STA/fspecial
credits having barter comporent were to be registered with the Bapgla-
desh Bank an EPC farms in the currency of contract provided the price
quoted is at least equivalent to the minimum export price worked out
by conversion of the currency at the ruling rate of exchange,

(¢} The limit for taking out of persanal jewellery from Bangladesh by
outgoing passengers was revised asfollows : (i) An adult female per-
son permanently residing in Bangladesh could carry personal jewellery
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worth Tk 2000000 of which value of gold contents dees not
excead Tk.15,000.00 while travelling to countries other than the six
neighbouring countries viz, India, Pakistan, Siilankas, Nepal, Bhutan
and Burma. The permissible limit for taking out of such jewellery for
the six neighbouring countries is Tk, 3.000.00 provided that the valua
of the gold content does not excesd Tk 2,000.00; (it}  An adull mabe
person of a minof permanently  residing in Banpledesh could carey
persanal jewellery valulng Tk B000L00 of which value of gold contents
does not exceed Tk, 3,500.00 while travelling to 15 countries gther than
the algresaid neighbouring countries Tot which the limit is Tk, 1,000,000
with gold content not exceeding Tk 700.00.and (ili) Persons nct
ordinarily resident in Bangladesh may take oot precious stones and
jowallery other than articles made whally ar mainly of gold purchased
in Bangladesh upto Tk. 10,000.00 in value in addition to those previ-
ously brawght in by them with the permission of the custems autharity.

(d) Beginning from the 1st January, 1977 all foreign controlled tea
eompanies including the Sterling Tea Fstate Companies which used
o prepare accounts in pound starling, would prepare their accounts in
Taka and apply to the Bangladesh Bank for profit remittance /paymeant
of dividend through the Authorised Dealers after getting their accounts
audited by the local auditors.

Il. Import Trade :

(a) General authority was given to Authorised Dealers to make e mit-
tance of bank charges upto Tk 1.000.00 against any particular Letier
of Credit, Authorization Form/Import Licence without pricr approval
of the Bangladesh Bank. Previpusly the limit was Tk. 500.00 or 1%
of tha licence walua whichever was less.

(b} Imstructions were also isswed to Authorized Dealers to ensure
that regardless of the source of finarcing, all import bills drawn wnder
Letwers of Creditare lodged on the day of receipt, if they are otherwise
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in grder, In respect of discrepent bills sent on collection basis
lodgements were to be made on the day of ecceptance by the drawees,

Amendment/Maodification of Rulas of Oparation of Funds under

the Wage Earners’ Soheme;

(a) Inorderto overcome the problem arising from delay which occurs
quite frequently in eollection of foreign currency proceeds of drafts etc,
under the Wage Earpers” Scheme Authorized Deslers were advised that
in case they ware satisfied about the genuinensss of the instruments
they would themselves purchase such drafts and similar instruments
upto U5, § 2000 and £ 1000 without any formal request fram the
account holders or their nominees for crediting the proceeds to the
relative foreign currency accounts. In such cases Authgrised Dealers
are allgwed to charge a commission of T 010 per U, 5. dollar and
Tk. 0.156 per pound sterling in foreign currency by debit to the
respective Foreign Curréncy Account.

(b} With a view to facilitating imports under the Wage Earners’
Scheme all remittances frem Bangladesh for imports were subject o
opening of irrevocable documentary Letter of Credit against balances
in F. C. Accounts or Import Licences issued under the Wage Earners’
Scheme orinward remittante under the Scheme, Authorised Dealers
ware, however, allowed to make remittance against imparts under the
Wage Earners’ Scheme on D, P, besis provided all requisite impaort
documents were received by them direct from supplier’s bank abroad.
Authorised Dealers were alsp advised to allow conversion of pound
sterling into U.S. dollar and wice versa covering genuing trade iransac-
tions under the Wage Earners’ Scheme on realisation of cherges
from the customers at the follawing rates :

(i} Commission @ fy of 1%:
(i) Telex/cable charges {1Tk. 100 per conversion.
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{c} The banks were authorised to apen Letters of Credit covering
imports of goods from India under the Wage Earners’ Scheme by land
route without prior- approval of the Bangladesh Bank subject to the
condition that the negotiation af document would be made on praduc-
tion of the following documents :

(i} Indian application for export duly passed by Indian
Cusioms.

{ii} Exchange conirol copy of import application/certified
invoice duly passed by the Bangladesh customs.

Payments under such Letter of Credit were, howsver, not fo exceed
the amaunt certified by the Bangladesh customs.

(d} It was decided that the foreign industrial concerns registesed)
incorporated in Bangladesh and engaged in manufacturicg would ba
allowed to import the fallowing items under the Wage Earners’ Scheme:

{i) Industrial raw-matesials;

{(ii) Machinery or equipment and spares for replacement,
balancing and modernisation ;

(iii} Import of cars upto permissible c.c. limit only for use of
the employees of such foreign firms.

{e) With a view to enlarging the scope of the Wage Earners’ Scheme
the fallowing two types of remittances were included :

{i) Remittances received in foreign exchange by Bangladesh
natlonals resident in Bangladesh for ressarch work or
mgi}lal studies in projects located abroad ;

{ii} Cash reward in foreign exchangs received by Bangladeshis
resident in Eanglaldﬂh from International Organisations/
forelgn Governments for) outstanding services.
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The applications for grant of Wage Earners’ benefit in those cases wern
raquired to be submitted to the Bangladesh Bank for consideration.

IV, Travel Policy

(a) The requirement af the Bapgladesh Bank’s prior approval on
Form ‘P* for booking passage by the Airines for travel to  destina-
tions abroad by Bangladesh rationals which was kept in abevance
with effect from the 7th September. 19378 was reintroduced  with
effect from the 11th December, 1978.

(b} Alrlines, travel egents and four cperators were advised that
package tours or any other arrangement resembling a package tour
involving provision of facilities abroad such as surface transporta-
ticn, accommodation, sight-seeing ete. to the participants must not
be organised or caused to be organised without prior permission
of the Bangladesh Bank,

(c) Regarding booking of passage for foreign ships' crew of foreign
natlonality the Airlines/|ATA approved travel sgents were allowed 1o
bogk gutward passéges in Ffavour of foreign ships' crew of foraign
nationality, without prior approval of the Bangladesh Bank. against
inward remittance or by debit te the foreign shipping company's
account maintained in Bangladesh in the name of the company or
shipping agent, subject to the observance of Instructions con-
tained in the Excharge Control Manual.

V. Hajj Arrangement :

Macessary arrangements were made for extending travel! facility and
release of foreign excharge quota o 7,000 Hajl Pilgrims during
1978-79, Arrangement was also made for release of foreign exchange
quota to the pligrims by means of Riyal drafts encashable at Saudi

Arabia. All the nationalized commercial banks were allawed to open
special booths inthe Haji Camps to release fareign currencyto the
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VI,

pilgrims. In additicn to personssent by the Government to perform
Hajj under official arrangement, other persons desirgus of performing
Hajj oulside the official arrangement wera glven the facility of draw-
ing upto U.S. ¥ 1080 from Foreign Currency Account under the Wage
Earpers’  Scheme to mest their requirement of foreign exchange in
Saudi Arabia provided the journey to Saudi Arabla was undertaken
by Biman,

intraduction of Spot Selling and Forward Purchase of DM and
¥en by the Bangladesh Bank :

{a) The Bangladesh Bank commenced spot sale of Deutsche Mark
and Japanese Yen to the Authorised Dealers with effect from the 27th
April, 1878, The rates for spot sales are the cross rates between
Bangladesh Bank's spot selling rate of Pound Sterling and closing
solling retes of Deutsche Mark ard Yen in the London Market, as in
case of sale of U, 5. Dollar,

{b) Twa procedure for sale of D.M. and Japanese Yen by Bangladesh
Bank was alsp rationalised. The revised arranpemert envisaged
that when forward rate of any of these curréncies wes ata premium
and the contract with the Bangladesh Bank was for siz months deli-
very, payment would be made by the Bangladesh Bank to Authorised
Dealers at the contracted rate if delivery is made any time during the
Bth month. For deliveries made an the 3rd, 4th or Gth month, 3
months” premium obtaining on the date ot booking would be applied
to waork out the rate; for any earlier delivery, payment would be made
at the spot rate, Similarly, for 3 months' contract, payment would be
made at the contracted rate, that is with 3 months® premium, if delivery
is made an the 3rd month; for any earlier delivery, payment would be
made at the spot rate.
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ASIAN CLEARING UMNION

183. Transactions under the Asian Clearing Union Arrargements
relating to Bangladesh increased to some extent during the year 1978-79,
In all 32 inward remitfances for a tofal amount of AMUs 7.59,913.96
(Tk. 1,51,12,199.78) were received gut of which 21 remittances for a total
amount of AMUs 51 59594 (Tk. 10,15,240.16) were fram Srl Lanka, & for
a total amount of AU 617,510,756 [Tk, 1,22.94.001.86) frcm India and the
remaining & for a total of AMUs 90.807.27 (Tk. 18,02,957.76) from MNepal
There wera 10 outward remittances from Bangladesh for 8 total amount of
AMUS 7201777 (Tk, 14,006,354 821,  Out of them & remittances for 8 total
amount of AMUs 71.891.31 (Tk. 14,03 858.49) were to Sri Lanka and the
remaining 2 far a total of AMUs 12640 (Tk. 2.495.33) to Pekistan.

184, The Governor, Bangladesh Bank as the Chairman of the Board
of Directors of the Asian Clearing Union far the year 1979 presided over the
7th Meeting of the Board of Directors held at the Bangladesh Bank during
May 21-22, 1879, Directors/Alernate Directors/Representatives of all the
seven participating central banks attended the meeting. A représentative from
the ESCAP was also present, The Board discussed in detall the gperational
aspects af the Union and considered various measures aimed at further
enlarging the volums of business channelled through the Clearing, as also
expanding tha membership of the Union. The Board was of the view that
there could be simplification of procedure  for routing payment through the
Union to make use ol the clearing facilities easier and more attractive to the
participating banks, A ravised procedure was proposad and discussed in the
meeting and it was decidad that the Technical Committee of the Union
should meet within the next three months to examine the propossd new
procedure and give its recommendation for the cansideration of the Board
at itz next meating.
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CURRENCY AND COINAGE

186, Mew 50-Taka Bank-notes printed on superior quality Bank-nate
paper with security thread and mould-made wateér mark were put info circula-
tion with effect from the 4th June, 1978, The main design feature of the
note is an engraved picture of the famous “Sat Gambul Mosque” on the
obverse and a picture of the typical tea garden scene on the reverse.  Tha
predominant colour of the note is dark orange.

186. Mew 10-Taka Bank-notes printed on similar superior Quality
paper as the 50-Taka notes were also issue to circulation during the year
under review, Thes: notes are of similar designs and specilications as the
existing 10-Taka note except for the picture of the “Star Mosgue” which has
been raplaced with the picture of the “Atia Jami Mosque”,

187. The predominant colowr of the new 10.-Taka notes is the same
as that of the existing 10-Taka notes i.e. margon.

188, Small coins in circulation as on the 30th June, 1979 amounted
to Tk, 16.77 crores as againat Tk, 13.62 crores @5 on the 30th June, 1978,
This was in addition to Tk. 24.93 crores warth of Taka One Note and Taka
One Coins in circulation as on the 30th June, 1979 as against Tk. 23.48
crores on the 30th June, 1978,
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185. Mew 50-Taka Bank-notes printed on superior qualily Bank-note
paper with security thread and mould-made water mark were put into circula-
tion with effect from the 4th June, 1979, The main design feature of the
note isan engraved picture of the famous "Sat Gambuj Mosgue™ on the
obverse and a picture of the typical tTea gerden scene on the reverse, The
pradominant colaur of the note is dark orange.

186. New 10-Taka Bank-notes printed on similar superior quality
paper as the 50-Taka notes were also issue to circulation during the year
under review. These notes are of similar designs and specifications &8s the
existing 10-Take note except for the picture of the “Star Masque” which has
been replaced with the picture of the “Atia Jami Mosque".

187, The predominant colour of the new 10-Taka notes is the same
as that of the existing 10-Taks notesie, margon.

188, Small coins in circulation 45 an the 30th June, 1979 amaunted
to Tk. 16.77 crores as against Tk. 13.62 crores as on the 30th June, 1978,
Thiz was in addition to Tk. 24.93 crores werth of Taka One Note and Taka
One Coins in circulation as on the 30th June, 1979 as against Tk. 23.46
crores on the 30th Juns, 1978
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ADMIMISTRATION

189. During the year Mr. Habibur Rahman Bhandari has been nomi-
natod by the Government and taken inasa Diractor of the Board in place of

Mr. Mirza Gholam Hafiz who resigned fram the office of the Directar of the

Board.
180. The following appointments in different grades were made

during the year :

il Officer Clags—1 Selection Grade . 2
i} Officer Class—I . 12
iii] Clerical and pther staff o 403

131, The new Pay Scales anpounced by the Government undér the
Services (Banks and Financial Institutions) (Pay and Allowantes) Order,
1978 have bzen implemented in the Bank.

192. An amount of Tk, 2,02,000,00 was sanctioned during the year
for varipus welfare and recreational activities of the employees. Further,
an amount of Tk, 1,34.000.00 was sanctioned during the year for awarding
stipends to children of 'D° category emplovees of the Bank.

183, A new Staff Bus has been procured Lo carry Staff/Officers of the
Bank. It i% running batween Dacca and Marayanganj.

194, Construction of overbridge connecting the Main Building with
the Annexe Building at Dacca has been started.

195, Construction of 7 storied Main and 3 storied Annexs Building
for office accommodation at Bogra s in progress.
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196. Piling work for construction of 7 storied office building at
Sylhet is in progress.

197. Caonstruction of 8 dome-type incinerator at Khulna has been
completed,

188, Construction of 40,000 gallons capacily underground R.C.C.
Wi hEr Tank Elt Motijheel Staff Quarters, Dacca and 20,000 gallons capacity
underground R.C.C. water tank at Minte Road Oficers’ Quarters, Dacca
have been completed.

189, 20,000 gallons capacity underground R.C.C. water tank of the
Officers” Quarters, Banani, Dacca is nearing completion.

200, 35 Bighasaf land at |. G. Bagan, Dacca has been purchased
fram DT, for construction of Officers’/Sieff Quarters,

201. Construction of 10 additional flats on the existing Officers’ Quar-
ters 81 Banani, Dacca is nearing completion.

202. Construction of the 2nd flaor of the Community Building at
Motijheel Staif Quarters, Dacca which has been alloted to Bangladesh Bank
High School has been completed and handed ower to the School Committes.

203. Caonstruction of 24 flats over six "G’ type buildings, 4 flats
over two ‘D' type buildings and 8 flats over one 'H’ type building at Agrabad
Stafl/CHficars” Quarters, Chittagong is nearing completion,

204, Work relating to the acquisition of 1076 acres of lend for
construction of Officers’/Staff Quartersat the Bank's Sylhet Centre is in
progress.

206. The Bank made arangement for participation of 19 officers
from the Bangladesh Bank in different training courses/ seminars in loreign
countries under Technical Assistance Programme and other programmes
including courses otfered by the IMF Institute. Washingion,
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206. Arrangements were made for training of 84 officers of the Bank
under domestic traéining progremmes organised by differant Institutions in
the country.

207, Arrangements were also made for an-the-jab training in the
Bangladesh Bank for 13 Government Officers (Probationers)

208. The Bapk also conducted the In-Service Training Programme
far 100 newly promated Officers Class-|l, 64 Officers Class-l of the Bank
alsg received In-Service Training.

209, A training academy in the style of Bangladesh Bank Training
Academy” has been established for the purpose of giving proper training
facilities to thie Officers and staff of the Bank.

210. During 1978-79 seven meatings of the Board of Directors and
two meatings of the Executive Committese were hald.
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211. The Balance Sheet of the lssue Department as on the 30th
June, 1978 appesrs on pages 148-1489 of the Repart

212. Total notes issped 85 on the 30th June, 1979 amounted to
Tk. 651.95 crores as against Tk. 634,41 creres as ¢n the 30th June, 1978,
Assets against the potes issued included gold worth Tk, 7.38 crores, Special
Drawing Rights held with the International Monetary Fund woeth Tk, 19.70
orgres., Approved Foreign Exchange of Tk, 200.00 crores, Taka Coin worth
Th 6.31 crores, Government of Bangladesh Securities worth Tk, 193.08
crores and Interpal Bills of Esxchange and Other Commercial Papers of
Tk. 226.60 crores. The corresponding figures of assets against note-issue as
an the 30h June, 18978 were Approved Foreign Exchange of Tk. 200.00
crofes, Taka Coin worth Tk, 7.77 croresand Government of Bangladesh
Securities worth Tk, 326.64 crores.

213. The Balance Sheet of the Banking Department as on the 30th
June, 1872 appears on pages 180-151. Onthe liahilities side, balances in
the Stetulory Funds have been increased by appropriation of Tk. 8.25 orores
as mentior.ed in the paragraph relating to the Profit and Loss Accounts. Banks'
Deposits increased to Th. 16287 crores as on 30th June, 1979 as against
Tk. 116.13 crores as on the 30th June, 1978 “Other Deposits” including
|.LB.R.D., |.M.F., OPEC Special Fund Deposits etc. steed at Tk. 538.88 crores
as against Tk. 370.75 crores as on the 30th June, 1978

214. On the Assets side, “Balances held outside Bangladesh™ in-
creased to Tk. 365.74 crores as on the 30th June, 1979 as against Tk. 204.78
crores a year ago. While “Leans and Advances to Geoverrnment” remalned
unchanged at Tk. 20.00 crores, the “Government's Debtar Balances” declined
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to Tk. 9.13 crores as on the 30th Jupe, 1973 as against Tk. 5.40 crores
85 on tha 30th June, 1978, The "Other Loans and Advances” declined
to Tk. 11851 crores as on the 30th June, 1979 as against Tk, 21870
croreés as on the 30th Jure, 1978, In fact, there has been an increase of
about Tk. 100.00 crores under this head but due to transfer of Tk, 200,00
crofes a5 assets in the lssue Department against notes issued, the figura
shawn in the Banking Department indicated a reduction of Tk. 100.00 crores.
The balance under Bank's Investment increesed to Tk. 18277 crores as an
the 30th June, 1972 from Tk. 86.78 crares as on the 30th June, 1978,

216, The Balance Sheat and Profit and Loss Account of the Bank for
the year ending 30th June, 1979 appears on page 152

216, The Profit and Loss position of the Bank for the vear 1978-73
is symmarised Bs under ;

Gross eamnings of the Bank Tk. 98.81.03,662.15
Total Expenditura TR, 43.77.67,711.07
Profit: Tk. 55,03,35,951.08

217, Ouwt of the above profit of Tk BB.03.35951.08 a sum of
Tk. B.25 crores has been appropriated to different Statutory Fundsand Tk. 1.00
crore appiopristed to Credil Guaranies Fund Account. The balance of
Tk. 45,78,35,951.08 will be transferred to the Government as surplus profit
as indicated balow :

Rural Cradit Fund Tk,  3.00,00,000,00
Industrial Credit Fund Tk, 1,00,00,000.00
Export Credit Fund Tk, 1,.25,00.000.00
Agricultural Credit Stabilisation Fund Tk. 3.00,00,000.00
Credit Guarantes Fund Tk. 1,00,00,000.00
Surplus Profit Payable to the Govenrment Tk. 45,78,35,951.08

Total : Tk. 55,03,35,951.08




218, In terms of Article B6(1) of the Bangladesh Bank Order, 1972,

the Government have besn pleased to appaint Messrs, Khan Wahab Shafique

Appointment Rahman and Co.and Messrs. Rahman Rahman Hugand Co. Chartered Acco-

of Auditors | heants as Auditors of the Bank for auditing the accounts of the Bank for the
year 1378-79.

218, We wish to record our apprecistion of the loyal and devoted
Approciation  services rendered by the officers and staff of the Bank for the year ending
30th June, 1879,
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PROFIT AND LOSS ACCOUNT FOR THE ¥YEAR ENDED
IOTH JUNE, 1979

INCOME
Interest, Discount. Exchange, Commission, eto: Tk. 58.81.03,662
EXPENDITURE

Establishmant ® W 7.21.68,038
‘Directors’ Fees and E:pcnm s 0,835
Auditors’ Fees . 15,600
Rent, Taxes, Insurance, Lighting etc. ! 35,24.518
Law Charges =5 45,395
Postage and Telegram Ehargaﬂ - 9.73,702
Remittance of Treasurs i i 10,568,297
Staticnery eto. 2380174
Seourity Printing. [Ehnquzs.. Note 'anns ate.) 101743992
Dapreciation and Repairs to Bani:a prupﬂrnl' 86,32,736

ncy Charges 91,81,138
I.MLF. Charges 18,0045 253
Interest Subsidy to Banks ‘and  Finarcial Institutions 4643820
Interest on Deposits o 2,88.34,851
Interest on Staff Providest Fund - 48,23,726
Contribution 1o Staff and Eupﬂl‘lnnuﬂﬂm Fum:ls NIL
Miscellaneous Expenses b2 1.96.76,676
Net Avsilable Belance 1 i £6,03,35,051

Total: Tk. 98,81,03,662

Amaount transferred to the Reserve Fund MI

Amount transferred to Rurel Credit Fund 3, 000
Amaunt transferred 1o Industrial Credit Fund 1 00
Amount transferred 1o Export Credit Fund 1.26.00,000
Amgunt transferred to Agricultural Credit Stabilisation Fund - 3, 000

Amaunt transferred 1o Cradit Guerantee  Fund 1.00,00,000
Surplus payable to the Gavernment .. 48,78,35,951
Balance carried forward e NIL

Total: Tk, 55,08,35,961

RESERVE FUND ACCOUNT

By Balance on 30th June, 1978 : 3,00,00,000
By Transfer from Prafit and Loss Am.—.um NIL

Total : Tk, 3,00,00,000

M. A. Hogue M. ljadur Rahman A. K. Gangopadhyay M. Nurul Islam
Director of Accounts Executive Director Deputy Governor Governor
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REFORT OF THE AUDITORS

To
The Government of the People’s Republic
of Bangladesh.

We, the undersigned Auditors of the Bangladesh Bank do hereby
report to the Government upon the Balance Sheet as at 30th June, 1973
and Profit and Loss Account of the Bank for the year ended gn that date.

We have examined the above Balance Sheet with the Accounts, Cer-
tificates and Vouchers relating therato of the Head Office and of the Office at
Dacca and with the returns submitted and certified by the Managers of Chit-
tagong, Khulpa, Bogra, Rajshahi, and Senipr Assistant Controller of Sylher
Oifices which returns are incofporated in the above Balance Shest and report
that where we have called for explanations and information, such informa-
tion and explanations have bean given and have been setisfactory. In ouwr
opinion, the Balance Sheet is a full and fair Balance Shest containing all
necessary particulars and is properly drawn up sp-as to exhibit a true and
correct view of the state of the Bank's affairs according to the bestof owr
information and the explanations given to us and as shown by the books of
the Bank.

Dacea; Khan Wahab Shafiqgue Rahman & Co,
The 13th Day of Chartered Accountants
Auvgust, 1979, Rahman Rahman Hug & Co,

Chartered Accountanls
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APPENDI X —

COMPARATIVE POSITION OF SCHEDULED BANKS

(I

n crore Teka)

Particulars 30??.;“”'| 0678
Bank Deposits (excluding inter-bank ilems) 1699.75 2113.40
Demand Depaosits 73621 883.08
Time Deposits 954.58 1230.32
Borrowings from Bangladesh Bank 22107 35210
Cash in hand 4922 56.58
Balances with Bangladesh Bank 108.94 165432
Balances with other banks in current account
in Bangladesh 2353 2397
Maney at call and Short Notice in Bangladesh 61,32 43.36
Investment in Bangladesh 38,26 478,59
Governmeant Securities 258492 287.40
Others 134.33 191.59
Bank Credit (excluging inter-bank items) 160317 204287
Advances in Bangladesh 1604.07 188802
Inland and Foreign Bills Purchased and Discounted
in Bangladesh 9310 154 856
Credit/Deposit Ratio 0.83 0.85

- ———
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APPENDIX—I

LIST OF SCHEDULED BANKS

{45 on the 30th June, 1979)

A. NATIONAL BANKS

il Commercial Banks

1.
2,
3
4
]
&

Sonali Bank
Rupali Bank
Agrani Bank

Janata Bank
Puball Bank
Uttara Bank

i) Specialised Banks

1.
2

Bangladesh Krishi Bank
Bangladesh Shilpa Bank

B. FOREIGN BANKS

0O W e

Grindlays Bank Lid.

Chartered Bank

Americen Express International Banking Corporation.
State Bank of India

Habib Bank Ltd.

Bank of Credit and Commerce |International

{Overseas) Lid.
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APPENDIX—IN

OFFICES OF THE BANGLADESH BANK

(AS ON JUNE 30, 1979)

Head Office

DACCA

Offica at
DACOA

CHITTAGONG

KHULNA

BOGRA

RAJSHAHI

SYLHET



