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LETTER OF TRANSMITTAL

BANGLADESH BANK

DACCA :
January 12, 1982

The Secretary.

Ministry of Finance,

Banking and Investmant Division,
Government of the People‘s
Republic of Bangladesh,

DACCA,

Dear Sir,

In terms of the provision contained in Clause (2) of Article 40
of the Bangladesh Bank Order, 1872, | have the honour 1o submit 1o the
Government of the People's Republic of Bangladesh the enclosed Annual
Report and the audited accounts of the Bank for the vearended
June 30,1881.

Yours faithfully,
M. Murul Islam
Governor
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CHAPTER |

TRENDS IN THE ECONOMY



TRENDS IN THE ECONOMY

The year 1880-81 witnessed continuation and strengthening of efforts
to maintain stable conditions of the economy asccompanied by reasonable
fevel of growth, Due attention was paid towards containing demand by
fixing guarterly target for monetary and credil expansion. The objective of
this policy was to provide for an expansion in liquidity not more than what
was In line with the growth in output and acceptable price increase. This
called Tor substantial efforis towards improvement of public finance position.
The Government budget for 1980-81 envisaged additional tax efforts of
Tk, 100 crores as alzo the increase in current expenditure by not more than
10 per cent. The budget included 8 wide range of tax changes to increase
customs, sales, excise and income tax receipts. Measures were glso teken fo
improve the tax sdministration. With a view to reducing Government subsidy
expenditure, issue prices-of fertilizer were raised by 22 per centin the case of
urea #nd DPA, by 33 per cent for TSP and 27 per cent for MP in November,
18B0. For the same purpose the quola mix of rice and wheat distributed
through the rationing system was changed in January, 1981, while the ration
prices of rice, wheat, flour and auji were raised 1o Tk, 165,20, Tk. 116.00,
Tk. 142.80 and Tk, 187.60 par maund from Tk. 140,00, Tk. 110.00,
Tk. 125.00 and Tk. 166.40 per maund respeclively. In order 10 improve the
financial position of public enterprises the prices of petroleum products,
cotton yarn and cotton cloth were raised by 26-83 per cent, 12-35 per cent
and 15 per cent respectively in July, 1980. In August, 1980 newsprint prices
were raized by 11-23 parcent. The price of sugar was also raised by 48.3
per cent in Septembaer, 1980, The prices of some of the public utilities ware
alzo increased, While the postal rates and railway freight rates were anhan-
ced by 15-100 per cent and 25 per centrespactively in July, 1380, the powsr
{electricity) rate was raised by 57.1 per cent in Octobar, 1880, Prices of
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yarn and cotton cloth and petrolfeum products were raised again in April,
1981 and May, 1381 respectively. Tha increasa in the price of cotton vam
was around 10 par cent, while that of all varieties of cotton cloths was about
7 percent. The incresse in the prices of petroleum products ranged betweean
D per cenl and 31 per caat. While utmost importance continued ta be atla-
ched o promoting private Investment. parallel effarts were made 1o promote
private savings through an upward rewvision of the interest rate structurs
which was also intended to bring about a discipline in the use of bank
resources and promote expansion of the financial system. While the deposit
rates of banks ware raised from the range of 4-10.25 par cent @ the range
of 4.5-15 per cent. their general lending rate was raised from 12 10 15.5
per cent. Advance rates for priority sectors were afso revised upward.

2. Policles towards oaugmenting supplles were also congiderably
strengthenad during the yaar. With a view to maintaining sconomic prices
for toodgrains to provide production incentives o tarmers the procureament
prices were raised on November 16, 1280 bath in respect of rice and wheat/
paddy by Tk. 5.00 per maund each to Tk 175.00 and Tk. 11500 per maund
respectively. Effarts towards raising agrlcultural production by promating
the spread of modern technigques through the provizion of inpuls and support
sarvices were also intensified during the year. Adeguate encouragement
was provided to the expansion of area under irrigation. To this end
investment in irrigation was stwepped up and a thrust was given to the
gale of irigation eguipments throogh bank credit, All the nationalised
commercial banks and the Krishi Bank were advised to provide adequate
credit to farmers undar their sale programme. Efforts (owards improving
the operational efficiency of the industrial sector through organisational
improvement were sustained during the year. Supply sugmentation was
also sought to be fmproved through a liberal import policy, Allocations
under tha [mport policy wera significantly higher at TE. 2600 crores in
1880-81 as against the allocation of Tk. 2068 crores in the preceding year,
Liberal provizsion was made for the import of industrial raw materials and
spares to enable fuller utilisation of industrial capacity, Allocations for such
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imports amounted to Tk, 2009 crores during the year as comparad with the
dllocation of Tk. 1431 crores during the previous year, In order to help
support expansion in imports at the required rate an export target of
Tk, 1500 crores was fixed for 1980-81 as egainst the target of Tk, 1100
crores and the actual exports of Tk, 1124 crores in 1973-80. With a view 1o
pushing up exports of non-traditional items the XPL system was modified
and rationalised in March, 1981, Under the modified scheme the groups of
items aligible for XPL facility have been reduced from four to two and the rates
of import entitlements have been significantly increased. As against the
previous range of import entitlements from 10 (o 40 per cent, items of one
group were allowed import entitlements at 80 per cent of the {.0.b. value of
exporis and items of another group at 40 per cent, The number of [tems
eligible for XPL hes also been increased to 81 from 76 previowsly,

3. The supply sugmontation measures coupled with favourable wea-
ther conditions brought about a significant acceleration in growth in Gross
Domestic Product [ G.D.P.). The G.D.P. { at 1972-73 factor cost ) incressed
by 6,085 per cent during 1990-B1 as compared to the growth of 2.94 per
cent achigved in 1979-B0. The acceleration in growth was particularly
pronounced in the agricultural sector, Agricultural production s estimated
i have increased by 7.09 per cent during the vear as compared with the
marginal growth of 1,72 per cent in 1979-80. The performance of the agri-
ciltural sector was 1o a major degree dominated by the development on
the food front.  Total foodgrain production iz estimated 1o have increased
by 9.49 per cent to 146 lakh tons during 1980-81. This was in marked con-
trast to an increase of only 2.63 per cent in 1973-80. The improvement was
recorded by all the major craps, While the production of Aman rice increase
by 5.B2 por cent to 7800 lakh tons, that of Boro rice went up by 2.08 per cent
i 24.50 lakh tong during 1980-81. The output of Aus rice went up by 13.92
percent to 32,00 lakh tong, The production of wheat recorded a sharp increase
of 41.98 per cent 1o atiain 8 record level of 11.50 lakh tons during the year.

& Provisiehal.



4, The significent increase in food production enabled the Government
not only to reduce the import of foodgrains from 27.78 lakh tons in 1979-80
to only 10.60 lakh tons in 19823-81 but also to considerably expand its
domestic procuremeni activity. The internal procurement of rice/paddy
during 1380-81 was significantly higher a1 8.41 lakh tons in terms of rice as
compared to only 2.24 lakh tons procured in the preceding year. The
internal procurement of wheat also increased fram 1 .24 lakh tons in 1979-80
to 1.76 lakh tonz during 1380-81. The expanded domestic procurement
coupled with lower offtake of foodgrains through the eationing  system
halped to bring abouta further substantial increase in Government food
gtocks, In view of armangements made in the preceding year for substantial
food impaort both under aid and from own resources tood stocks had already
reached a comfortable leval of 7.748 lakh tons by end-June. 1980. With
food stocks raised toa level as high s 12.29 lakh tons at the end of Juna,
1281 the scooe of Government’s manoeuvrability for countering the price
pressure stemming from any shortfall in food production has substantially
incréased. The expanded food procorement activity reflected not only
Governmaent efforts to build up stocks o & safety level but also its concarn
to susiain prices ata level below which Incentive 1o food production may
diminish, Fallowing the marked improvement in food stocks the Govemn-
mant was, however, faced with a major problem as 1o how o cope with
unekpeciod farge supplies physically. The Government underiook crash
progrémme o construct new warehouses throughout the coumtry. Apart
from this, serious endeavour was made to step up ongoing warshouse
construction amd rehabilitate projects supported by various donors, hire
wiarshouses from Government agencies and public sector carporations and
alza from the private sector, and to make temporary storage facilities at the
Chittagong port,  Abowve all, such large supply of foodgrains had also
exerted pressure on Government finance.

H. The growth in the industrial sector also recorded a significant
improvement. Total industrial cutput is estimated to have incressed by B.80
per cent during the vear as against the projected increase of 28.60 per cent
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far 1980-81 and the actual increase of 0.17 per cent during 1973-80. The
outpul of some industries like jute goods., cotton yarn, cement. steel,
paper and board, cigarettes, - matches, chemicals, sugar, tea and natural gas
registered significant increases n 1980-81. On the other hand, the outpul

of cotton cloth, newsprint, fertilizer and vegetable products declinad.

6. The parformancea of sectors other than agriculture and industry was
also satisfactory. The highest growth rate was achieved in the power sectar
{+14.36%) followed by trade (4-4.89%) and transport {+4.163,). The com-
bined growth rate of the remaining sectors viz., housing, administration,
banking and insurance & other services was 6.407;. |1t was only the construc-
tion sector where the growth rate was negative ( —5.507). However, with an
overall increase of as much as 6.08 per cent'in G.D.P. 8 good beginning was
made during the year for the Second Five-Year Plan. Mo statistics is avail-
able a5 1o how this growth was share by different sections of the people, i.e.,
its effect on income diswibution. Substantial growth in agricultural pro-
duction would generally suggest improved incoma for the rural people.
Increased development outlay in rural areas would further reinforce that
trend. Similarly better direct tax administration and higher indirect tax
on non-ggsentials can be expected to have helped to reduce the skewed
nature of income distribution to some extent, Evenin the absence of
statistics it can ba sald that although by and large. there has been some net
increases in Income despite highar rate of inflation, the skewed nature of
income distribution persists and conditions of people below poverty line
have not registerad noticeable improvement,

7. The accelaration in the growthin G.D.P. was accompanied by a
fagter rate of expansion In liguidity. While the rate of growth in G.D.P.
picked up from 2.894 per cent in 1979-80 to 6.08 per cent in 1980-81, liqui-
dity expanded by Tk, 94187 crores or 27.45 per cant during the yvear as
against Tk. 529.77 crores or 18,26 per cent during the preceding year, This
indicated that the imbalance batwesn demand and supply intensified during
the year. Reflecting this the cost of living index for the Middle Class
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People at Dacca (1973-7T4=100) moved up from 237,46 in June, T80 to
277 96 in June, 1881 reprezenting an increase of 17.06 per cent over the
vear as against the increase of 12 per cent in the preceding year, The move-
ment in the sub-indices of cost of living disclosed that the increase was
particularly large in the case of fuel and lighting. The sub-index of fuel and
lighting moved up from 230.53 in June, 1980 to 35653 in June, 1981,
indicating an increase of 54 .66 per cent. The increases of sub-indices of
food, housing and household reguisites, clothing and footwear and miscel-
lansous were smaller and did not excead 14,53 per cent, 12.90 par cent,
1560 per cent and 1293 percent respectively. Apart from the imbalance
batween demand and supply the increase in the prices of imported goods
also contributed 1o the price pressure during the year. Import prices of re-
fined petroleum, cotton, fertilizer and other raw materials and intermediate
goods registered sharp increases, On an average. Import prices are estimated
ta have risen by 19 per cent during 1980-81. But for an apparent declina
in the income velocity of money the owverall price increase during the year
would have bean largar,

B. The accelerated rate of expansion in liquidity during 1980-81 was
due mainly to'a faster expansion in domestic credit as the foreign sector
recorded a larger deficit than in the precading year. The deficit in the
foreign sector stood at Tk. 496 crores in 1980-81 as compared with
Tk. 388.21 crores in 1979-80. Total domestic credit increasad by Tk.1523.45
crores or 38,42 per cent during 1980-81 as compared with Tk, 1043.75
crotes of 35.72 per cent in the preceding year, Secior-wise breakdown of
domestic credit disclosed that while nat credit to Governmeant expanded by
Tk, 533.08 crores or 54.32 per cent during the vear ascomparad with
Tk. 253.68 crores or 43.74 per cent in the praceding year, gross credit to the
public sector incressed by Tk. 514.79 crores or 33.06 per cent as against
Tk. 415.14 crores or 36.36 per cent in 1978-80, Credit to the private sector
also markedly expanded by Tk.475.57 crores or 33.32 per cent during
1880-81 as compared with Tk. 329.93 crores or 30.07 per cent in the pre-
ceding year.



g A& number of factors, many of which were unavoidable, were respon-
sible for a marked expansion in domestic credit. The large build-up in food
stocks through expanded intemal procurement activity and reduce otfftake
of foodgrains through tha rationing system and a large shortfall in commao-
dity aid disbursements resulting In a marked shortage of taka finance led to
a substantial fresh recourss 1o the banking system by the Govemment
Amaong the main factors which brought about a8 marked expansion in credit
to the public ssctor were the continued gap between the import cost
and domestic prices of P.O.L and a marked increase in the impart prices of
raw cotton which kept expansion in credit to the Petroleum Corporation
and the Textile Mills Corporation notably larger than anticipated. Three
other factors also contributed to the expansion. First, some incréass ocour-
red in finance extended by banking system to the House Bullding Finence
Corporation which Is yal lo put in place a non-inflationary mode of finan-
cing ity opatations. Second, stocks of some public sector enterprises incTeased
due to sales dificulties in the face of increased production and/or competi-
tion from imports, Third, the recovery of credit to the jute marketing and
trading corporations against jute was less than scheduled due to export
difficulties caused by unsatisfactory state of world demand and inferior
quality of the crop. The recovery of credit ageinst jute was slow in the case
of private sector as well. This and the marked increases in import financing
and disbursemants in credit to the agricultural sector were the main factors
responsible for the fast expansion in credit to the private sector

10. The marked expansion In domastic credit was accompanied by a
large increase in deposits during the year. Total deposits went up from
Tk. 271052 crores at the end of June, 1980 1o Tk. 3437.41 crores at the

end of June, 1981. This repreésented an increass of Tk. 726.89 crores
or 26.82 percent as compared with the increase of Tk. 414.84 crores or

18.07 par cant in the preceding year. Although the accelerated expansion in
total deposits during the year mainly reflected faster expansion in liquidity
thare is indication that the new interestrats policy announced on the 16th
October, 1930 has started bringing about a shift from demand deposits 1o



time deposits, thatis, from the relatively more liquid monetary assats
to relatively less liquid essets. This can be discerned from the
fact that the ratio of tims deposils 1o toisl deposits moved up
from 63.77 per cent on the 17th October, 1980 to 64.65 per cent
on Junpe 30, 1981 a&s against the decline Ffrom 6422 per cent
to 6390 per cent during the comparable period of 1979-80.
The movement in the currency ratio does not, however, provide a very clear
picture regarding the impact of the new interest rate policy. Although the
ratio of the currency held with the public which stcod at 24.34 par cent an
October 17, 1280 came down to 21.37 per centat the end of June, 1981
the decline was not mare pronouncad than in the corresponding period of
the preceding year whon the currency ratio - came down from 23,671 per cent
to 20,99 per cent. No firm conclusion can ba drawn on this basis as it is
difficult to say what would have happened in the-absence of asignificant
increase in food procurement activity which involved subsiantial payiments
in curreéncy in rutal areas. |1 is elso not known how much of the inactive por-
tion of the currency held with the public represented untaxed money & parl
of which does not flow to the banks despite the higher interest rate inducea.-
ment. The impact of the new intarest rate policy could not perhaps be as
profcunced as expected due to the intensification of the pressure on prices
which might have provided the baszis for expecting the rate of inflation 1o be
higher than the nominal rate of return for deposits. 11 may also be added
here thatin addition to simplification and better enforcement of tax [aws,
thare is nesd for some measures which will help mop up dccumulated black
money from the economy and put it to more productive uses.

11. Onthe external front the imbalance persisted during 1980-81.
Tha averall balance of payments deficlt incressad from Tk, 308.91 crores
during 1978-80 to Tk. 416,54 crores during 1980-81, Despite this the
convertible foreign exchange reserves rose by Tk, 47.689 crores from
Tk. 403.18 crores at the end of June, 1980 to Tk. 450.88 crores at
the end of June, 1881, reflacting substantial net use of resources from the
International Monetary Fund to the exient of Tk, 313.94 crores and a
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marked increase of Tk, 135.00 crores in short-term  labilities during the
year, A particularly disguieting development on the extermnal front was the
slow growth in exports during the yvear. A main factor responsible for the
depressed sxport leval during the year was the marked fall in export prices
of major exporl cammodities, The average price of raw jute and jute goods
at Tk. 839 per bale and Tk. 11,941 per ton respectively during 1980-81
were each about 171 per cent less than in 1979-80, At the same time. the
average price of leather and frozen food exports declinod by about 53 per
centand 10 per cant réspectively in 19830-81 as compared to the prévious
yvear, The volume of major exports other than rew jute, howsver, increased.
Shipment of jute goods stood higher at 5.00 lakh tons during the year as
comparad with 4,62 lakh tons in 1979-80. Tea and frozen food exports
also increasod from B2.66 milllon pounds and 11.89 million pounds in
1979-80 to 65.65 million pounds and 14.99 million pounds in 1980-81,
Tha export volume of tanned 'semi-tonned leather also stood higher at 842
lakh sq. feet during 1380-81 a5 sgainst-433 lakh =q. feet durng 1878-80
The shipment of raw jute. howevar, declined somewhat from 1968 lakh
bales in 19739-80 to 1944 lakh balaes In 19803-81. The fall in export
prices accurring ata timz when Import prices recorded a sharp Increase,
resulted ina further waorsening In commodity terms of trade during 1380-81,
Imports bassd on balancse of payments figures stood at Tk, 3808.22 crores
during the year 1980-B1 as compared with Tk 3258.20 crores during
1979-80 reprezanting an increase of 17 per cent in nominal terms despite a
shortfall in commedity aid imports. Howewver, in view of the marked
increase  im import  prices the increase in imports in resl  Terms
was notably less than indicated by the figure of imports in nominal terms.
It was also disquieting that cash imports of petrolesum and petroleum
products markedly increased from Tk, 574 crotes in 1979-80 to
Tk. 711 crores during 1980-81 constituting about 60 per cent
of total exports during tha year. This combined with debt servicing
of Tk. 16565 croras which claimed 12.6 pesr cent of total
exports introduced an element of inflexibility in our balance of
paymants,
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12. Experience during the year demonstrated how difficult the task
of adjustment was in an adverse international environment. Lack of buoyancy
in world demand depressed export prices and at the sama tima sel a limit
to the efforts which could be made in pushing up export volume. As &
result exports almost stagnated during the year. In the face of the depressed
level of exports the import bill for petroleum and patroleum products recorded
a further increase during 1980-81. With cash import of patrolaum and petro-
leum products constituting 60 per centof exports, the cash foreign exchange
avatlability for non-oil imports and other payments was markedly constrained
At the same time, the adverse international setting contributed to the price
pressure through an increase in import prices.  The unfavourable intematio-
nal environment also created difficultiss in pursuing domestic financial
policies in a flexible manner. A particular instance in this regard was the
marked expansion in credit to the Petraleum and the Textile Mills Corpora-
tions which becamz unavoidable In view of the persistent gap boteeen intar-
natignal and domastic prices of petroleum and petroleum products and the
marked Increase in the import prices of raw cotton, and due to the failure
of the authorities to adjust domestic prices in line with costand international
prices of these products. Our domestic financial policies were also signi-
ficantly constrained by a shertfall in commodity aid disbursemants leading
to a marked shortfall in taka resources.  Although an attempl was: made to
adjust to this situation by pruning the Annoal Development Programmae,
efforts in this direction could not be pushad beyond a certain limit. This
was because the ad-hocand rather drastic cots im this programme could
have entailed serious costs for the economy. This situation impelled a
substantial recourse to the banking system by the Government, The short-
fall in commodity sid disbursement was particularly disconcerting at a tima
when wvarious Indicators suggested that the absorptive cepacity of the
economy significantly increased, With the resource problem intensified by
a marked deterioration in terms of trade during the year, the inadequate
flow of commodity aid became all the more frustrating. The low level of

commodity aid posed a problem due alsa to the fact that it affected not
only the total level of development expenditure but also had a detrimental
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effact on the composition of Government expenditure. The flow of commao-
dity aid was crucial in so far as success in raising domestic food produc-
tion reduced the level of food aid during-the Year.

13, Some over-riding policy considerations also seta limit to the
vigour with which domestic financial policies could be pursued. A signi-
ficant increase in food production during the yvear necessitated substantial
Government Intervention in the form of procuremant activity which in turmn
entailed significant resource to the banking system by the Government. An
effort to contain the expansion in domestic credit through reduced procure-
ment activity would have brought down foodgrain prices to disincentive
levals and this would have clearly been prajudicial to future agricultursl
growth, Domestic expenditures corresponding to stock build up in foodgrains
were also necessary to increase the manoeuvrability of the Gowvernment
to counter the inflationary pressura orits intznsification which might arise

from any shortfall in food production

14, A focus on the constraints within which the adjustment was
carmriad on is to emphasise the need for intemsifying policy efforts in areas
whaere thera is scope for doing so. The fact remained that, even afier
allowance for special factors or the factors beyvond control, the expansion
in cradit to Government and to the public sector remained rolatively large.
The large expansion of credit to the Government which was mainly responsible
for exceeding the monetary and credit targets, points to the need for
evolving some mechanism which will make the occurrence of such a
phenomencon difficult in future. The only way this can be done is to agree
to the Central Bank’'s refusing to subscribe to Treasury Bills beyond
previously agreed amounts. Such authority 1o the Central Bank can
generally be supported by existing legal provisions but need to be tacitly
accepted by the Government. In order to contain expansion in credit 1o
public sector it is essential that the efficiency, productivity and financial
performance of most public sector enterprizes should be Improved. Stocks
in-some of the public enterprises which have recently grown high also need
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to be brought down to reasonable levels through apgressive sales policy.
The raie of sxpansion in credit to private secior also significantly accele-
rated during the year, A slow recovery of credit extended to the private
sector against jute continued to pose a presaing problem.  This problem was
reporiedly caused by the disposal difficultly sxperienced with regard to
the inferior quality juts held by the traders. In order to getl over this
difficulty it is essential that some new uses of inferior quality jute like making
of paper pulp, should be explored, ifitis not possibie o find wider markets
gither at home or abroad for the uses 1o which the infarlor quality jute s put
al present. Itis also required that banks should strictly camy out the
physical verification of raw jute stocks et freqguent intervals-and in an
efaborate manner and ask the private seclor jute traders to adjust
their owverdrawings immediately in those cases ‘whare there iz a
shortfall of stock either in  quantitative or gQualitative terms, Desplio
amphasis laid in the pastyearson the need for stepping up recovery in
the case of agricultural credit po perceptible improvement was in sight,
Thera is scope for making more effective use of existing administrative
gnd legal provisions for recovery of over due |[Gans. Ewvery effort shouwld
alzo be made 1o check another unhealthy trend manifested by substantial
growth in locking up of bank funds agsinst imported goods which are neaded
to be cleared and held by banks when importers do not retlre the Import
documeants against cash payments despite repeated reminders.

15. The high import bill for petroleum and petroleum products
constitutes one of the major problems to adjustment. It is  projected
that consumption of commearcial energy-oil, natural gas end coal
will grow rapidly over the coming years to support development and
substitute for non-commercial fuels. The strategy should, therefore, be (o
develop domestic energy sources as fast as possible 1o substiute for
imported petroleum, which has alrsady constituted sbout three-fifihs of
merchandise exports, There are substantial known resources of natural gas
and coal which can be develoved to substitute for imported oil. A realistic
planning In this regard should racaive the utmost importance.
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16. Our payments problem Is & structural one. The programme for
structural adjustment should, therefore, be considerably strengthened. It
also needs to be carefully-seen thatin the programme for structural adjust-
ment expolt development recelves as gn;-al an amphasiz 45 is laid on import
substitution and no bias remains in the economy against export promotion
and diversification. Although the incentives for non-traditional exports have
been recently strengthened by modifyving the Export Performance Licencing
Scheme and making it more atiractive, there 511l remains scope and need for
production for exports by existing uwnits and through new capacities end
pggressive marketing by all established methods and taking full advantage
of G. 5. P. and quotas in the markets of industrial countries. Given the pros-
pective lack of adequate buovancy in world demand for jute and jute goods
and the import dependence of the country’s present and intended economic
structure, there is a clear need for aggressive efforts to develop non-tradi-
tional exports. Itis not enough that the new possibilities of export deve-
lopment should be explored.  [tis essential that project preperaticns for &
large number of identified fitems and substantial investment in these
projects are undertaken without much delay. This is because while the need
far pushing up exports is immediate, given the gestation pericd required for
project preparation and implementation, the benefits of new investmentsin
such export development projects will take considerable time to be realisad.

17, Experience during the year slso demonstrated that domestic
respurce mobilization efforts should be intensified. |t = recognised that In
an sconomy like Bangladesh where there is & pressing need for making subs-
tantial tax efforts to raise investment in the public sector but where there is

also simultaneously the necessity of promoting private savings and investmant
through tex concessions with a significant role assigned to the private

sector, effortz 1o step up domestic mobilisation cannot but be pursued within
certain limits, There is, however, scope for improving the resources position
of the Government through introducing economy in curment expenditure and
raising the efficiency of tax administration and particulardy through streng-
thening the savings schemaes. Although efforts towards raising domestic
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resources through savings schemes werestepped up by enhancing the interest
rates on various schemes, raising the limits for investment in certain casas and
also through an issué of néw bond, namely Wage Earners Development
Bond, what maore can be done In this regard needs to be explored. The
response to savings schemes cannot be upto the expectation so long as
speculative bulld up in commodities and investment in real estate remains
much more profitable than investment in these schemas. 1. therafore,
also needs to be seen how to curk the speculative forces and bring
down the windfall geins. Some kind of overt messures seems (0 ba
necessary in this field although it 13 a very difficult problem to tackle.
With the dearth of equity capital constituling an important bottlenack

in stepping up invesiment in the private sector uimaost importance should
be attached to the developmant of the capital market. Pending significant

progress in thiz regard, it needs to be considered whether the commercial
banks should provide more funds for long term investment in the private
sector industries and a target should be fixed for this purpose particularly
when there is indication that their time deposits—a significant part of which
conslitutes madium-term  or long-term savings—are proportionately increas-
ing. In extending finance for long-term investment in private sector indus-
tries banks should give preference to small-scale industries and cottage
industries for three main reasons. First, in an economy like Bangladesh
where population and labour force are growing at a relatively high rate
adeguate employment creation and for that matter labour intensive tech-
nology should be greatdy emphasised. Second. with thelr participation in
finacing small and cottage industries under 1D A Credit banks are developing
expertise for appraising the feasibility of projects for such industries.  Third,
financing small and cottage Industries in prefarence to large industries
would mgan that the use or bank funds would be spread over a large
number of projects instead of being concentrated in a f&W, This will help
reduce the risk of banks in expanding their operation in the fields with
which they are relatively less familiar,
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DEVELOPMENTS IN MAJOR SECTORS



Agricultural
Production

DEVELOPMENTS IN MAJOR SECTORS

18. Aceording to the preliminary estimate of the Flanning Comimi-
ssion, the Gross Domestlic Product (GDP) of Bangladesh at 1872-73 cons-
tant factor cost rose by 6.08* per cent in 1980-81 as against the projectad
growth of 7.2 per cent for the yvear and the actual growth of 2.94 parcent
dufing 1973-80. The higher growth in the GOP reflected mainly substantial
increase of 7.09 par cent in -agricultural output during the year as against
1.72 per cent only in the preceding year. The industries sector also recor-
ded an impressive growth of 880 per cent. Tho other major sectors which
contributed te the overall growth of the GDP for 1980-81 are : power
14.36% followed by 4.89% in trade.

189, Total agricultural production In the country increased by 7.09
per cent during 1880-81 as against the target of 7.6 per cent. As a result
of higher growth in agriculture its share in GOP Increased 1o 55 43 per cent
in 1980-81 from B4.64 per cent in 1979-80. Total foodgrains production
estimated at 146.00 lakh tons was 9.49 per cent higher than the production
of 133.35 lakh tons In 1979-80. Producton of the major food crop/rice at
134.50 lakh toms in 1980-81 was 7.20 per cent higher than the level of
125.40 lakh tons in the previous year. While the production of Aman rice
increased by 6.82 per cont 1o 78,00 lakh tons, that of Boro rice went up by
2.08 percent 1o 24,60 lakh tonz, The output of Aus rice wentup by 13.92
per cent to 32.00 lakh tons, The production of wheat recorded a sharp
increasze of 41 .98 per cent to 11.50 lakh tons during the vear under report
as compared to 8.10 lakh tons produced in 1979-80.

= ——— —

= Provisionsd,
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Industrial
Production

20. The performance of the industrial sector also showed significant
improvement during the yvear 1980-81. Total industrial ouiput iz estimated

to have increased by B.BD per cent during the year as against the projectad
growth of 860 percent and the actual increase of 017 percent

during 1973-80. The contribution of the industrial sector to the GDFP thus
increased to B.44 per cent during 1380-81 as compared 1o 8.23 per cent
during the preceding year.

21. In the industrial sector, the emphasis on fuller utilization of exis-
ting capacity through liberal supply of imported raw materialz and spare
parts continued during the year under report. As a result, the output of
some major industries like jute goods, colton varn, cemant, steel, papar and
board, cigarettes, matches, chemicals, sugar, tea and natural gas registered
sbyﬂl'l{:ant'lnﬂmas.aa during 1980-81. However, the output of cotton cloth,
newsprint, fertilizer and vegetable products declined.

22. Production® of jute goods rose by 10.28 per cent to 6.01 lakh
tons during 1980-81 from 5.45 lakh tons during the preceding vear. The
output of colton varn Increased by 7.00 per cent to 101.95 million 1bs. as
compared with 35.28 million |bs, produced during 1973-80,. The production
of paper and board increazed to B0L108 tons during 1980-81 from 45,287
tons in the preceding year denoting an increase of 10.65 per cent over the
year. The output of cement and steel registered increases of 2,66 por cent
and 5.81 par cent to 3.45 lakh metric tons and 3.31 lakh tons respectively
during the yoear under report. The output of sugar substantially increased by
62.69 per cent 10 1.42 lakh tons during 1320-81 from 33 thousand tons in
the preceding year. The production of cigarettes and matches rose by 3.48
per cent and 11.65 per cent to 1,452.30 crore sticks and 10.08 million gross
boxes respectively during 1980-81 as compared to 1,403 40 crore sticks and
8.01 million gross boxes in the preceding vear. Tea production rose by 5.38
pet cent 1o 89,58 million Iba. during 1880-81 as compared with 84,22 million

* Includes the production of private sector jute Mills,
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Invastment
in the Pub-
lic Sector

Ibs. produced in the precading wyear. Output of chemicals denoted amn
incresse of 8.13 per cent 10 16,943 twns during the year under repori as
compared to 15,525 tons produced during 1979-80. Extraction of natural
gas recorded an increase of 7.76 percent 10 4.923.30 crome cft. during
1980-81 as compared with 4,668.70 crore cft. exiracted in the preceding
vear., On the other hand, production of cotton cloth declined by 2.95 per
cent 1o B5.97 million yards in 1980-81 as compared with B2.58 million
vards produced in the preceding vear. Output of newsprint declined o
30,589 vons during 1980-81 from 38,116 tons in the preceding vear repre-
senting a decline of 18.75 per cent over the year, The production of news-
print suffared sat-back due to the complete repair of two of the boilers of
the Khulna Mewsprint Millz. The output of chemical fertilizers declined
by 1.16 par cent to 4,26 lakh tons during 1980-81 as compared with 4.31
lakh tons produced in the previous year. The Urea Plant remained closed
for 65 days for over-hauling and as such the production of wrea declined.
The T.5.P. plant was laid-off for B6 days due to higher inventory., Tha
output of vegetable products declined substantially by 27.80 per cent 1o
5,168 1ons during the year under report as compared with 7,168 tons
produced during 1979-B0. The producton of vegetable products was
slowed down dus mainly to the switch-over of demand to cheaper imported
products.

23. In the public sector, total investment as envisaged in the Annual
Development Programme for 1980-81 was originally placed at Tk, 2700.00
crores but later on the allocation was trimmed to Tk, 2369.00 crores in
vigw of smaller project aid disbursement and smaller surplus frem the Non-
Devalopment Budget. Mevertheless, this showed an increase of 1.67 per
cent in the development outlay during 1980-81 as compared to Tk, 2329.97
crores in the preceding year. The allocation for the major Sectors during
1980-81 waerse & follows : Transport—Tk. 375.08 crores, Industry—Thk, 336.70
crores, Agriculture—Tk. 322,75 crores, Power—Tk. 248.63 crores. Physical
Planning—Tk. 146.74 crores, Flood Controt and Water Resources—Tk. 36718
crotes, Rural Instliutions—Tk. 74.88 crores and Population Control and Family
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investmeant
in the Pri-
vate Sector

Planning—Tk.69.64 crores, Accarding to the priorities of the Second Fiva
Year Plan [(1880-8B5). Agriculture, Flood Contral and Water Resources,
Rural Institutions, and Population Control and Family Planning sectors
which have most direct impact on rural development ware allocated 34.80
per cant of the total outlay of the Annual Development Programme,

24. Inorder to accelerate the tempo of development of the country,
the Government in 1980 declared a five-year Indusirial Investment Schedule
for private sector envisaging an investmeant of Tk, 266000 crares including

a foreign exchange component of Tk, 1390.00 crares, In order 1o encoutage
participation by the private entreprenours, the small size Sugar and Textile

Mills have been dropped from the list of industries reserved for tha public sec-
tor. In addition, o quicken industrislization the country has bean divided inio
three zones, namely, Priority Development Areas, Developed Areas and the
Ceveloping Areas. Besides, with a view to boosting up exports, steps have
besn taken 10 setup three exporl processing zones—one each at Dacca,
Chittagong and Khulna, The work of the Export Processing Zong at Chitta-
gong Is well under way. As a result of the Governments liberal policies
towards the private sectar, there has been substantial Increase in the numbar
of industries sanctioned In this sector, During the year 1280-81 a total
number of 1791 industrial units were sanctioned by the Government with
a tolal investmant of Tk, 75244 crores Including & foreign exchanga
companent of Tk. 320.76 crores as compared to Tk, 434.33 crores including a
foreign exchange component of Tk, 185,13 crores sanctioned during 1979-80.
The major industries which shared the investment { upto 30th June,
1981 ) were: Food and Allied Products (Tk. 190.20 crores ).
Enginearing Industries { Tk. 126.99 crores ), Textile Industries ( Tk.60.03
grores |, Chemicals, Pharmaceuticals and Allied Industries {Tk. BEG1
crores), Specialisad Jute Prodscts, Jute Yarn and Carpet (Tk, B3.28 croras),
Glass, Ceramics and ather Non-matallic Mineral Products (Tk. 36.10 croras),
Papar Board, Printing and Publishing ( Tk. 40.20 crores ), Acquisition of
Ships and Coasters [ Tk. 32.85 crores ) and the Service Industries
{ Tk. 33.74 croras ).
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Food
Situation

28. The food situation In the country remained ganerally satsfactory
during 1980-81 due mainly to good harvest, larga carried over stock of food-
grains and record level domestic procuremant.

26, The country average minimum retail price of coarse rice declined
from Tk.177.52 per maund at the end of June, 1980 to Tk. 166.20 per maund
at the end of July, 1980 reflecting larger output of Aus crop. Thereafter,
amidst fluctuations, the price came down to stand at Tk. 152.15 per maund
and Tk. 15961 per maund at the end of September and Movember, 1980 res-
pactivaly. With the launching of Internal Procurement Programme of newly
harvested Aman rice/paddy by the Government and enhancement of procure-
ment prices of rice and paddy by 2.94 per cent and 4.556 per cent to Tk. 175.00
pot maund and Tk. 115.00 per maund respactively with affect from 15th Na-
vember, 1980, the country average retail price gradually went up and stood at
Tk. 179.08 per maund at the end of March, 1981. Thereafter, the price roze
further to Tk, 190.32 per maund at the end of April, 1981 due mainly to
delay in the harvesting of Boro/lrri crop, start of sarly monsoons and reg-
tricted release of foodgraing by private grain dealers. In order 1o check this
riging price trend in the open market, the Government endeavourad to im-
prove the supply position by releasing !arger guantities of foodgrains through
public distribution system, Az & result of the above measure and the arrival
of new Boro/lrri crop in the markel, the price came down and the country
average prica of coarse rice stood at Tk. 176.92 per maund at the end of
June, 1981, Thus the country average minimum rétail price of coarse rice
showed a nominal net decline of Tk. 0.60 par maund or about 0.34 per cent
over the year. The country average price of madium quality rice, howaver,
incroased, amidst flucwations, from Tk. 208.25 per maund at the
end of June, 1980 to Tk, 21099 per maund at the end of June,
1981 showing a rice of Tk. 2.74 per maund or 1.31 per cent over the

yeéar.

27. Import of foodgrains into the country during 1980-81 declined
sharply ta 10.60 lakh tons (rice : 0.83 lakh ton and wheat : 8.77 lakh tons)
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Prica
Shuation

or 61.84 per cent from 27.78 lakh tons { rice : 7.24 lakh tons and wheat :
20.54 lekh tons ) imporied during the preceding year.

28. The internal procurement of rice/paddy during 1980-81 on the
other hand, stood substantially higher at 8.41 lakh tons In terms of rice as
compared o 2.24 lakh tons only procured during 1979-80. The internal
procurement of wheat also stood higher at 1.76 lakh tons during 1980-81 as
against 1.24 lakh tons during 1879-80.

29, The general price situation in the country maintained an uptrend
during FY 1980-B1. Prices of a large number of essential consumer goods
recorded increases during the year. This was reflected in the average cost
of living index of the country which rose by 12.85% during 1980-81 a5 com-
pared to the rise of 9.35% during 1878-80. The cost of living index for the
Dacca Middla Class people { 1973-74 =100 ) increased by 17.06%, during
1980-81 as against the rise of 11.894% during 1979-80. The continued
fisa in tha cost of living index could beattributad largely to the short
supply of almost all essential commodities, except rice, besides markel
imparfections, The imbalance betwesn large liguidity expansion | discussed
in a subsaquent Chapter ) and GDP growth was also significantly responsi-
bla for the price hike in 1980-81. The continued fncrease in the prices of
imported goods and mark-up of many domestically produced items also
contributed 1o the price pressure during the year,

30. The commodities which racorded significant price increases over
the wear included onion [ -+ T67% ). chillies-dry [ <+ 129% ). blades
{ + 125% ). dal-moong and salt { + 67% each ), kerosene oil { +60% ),
dal-masur [ + 445 ), fish-ruhl | <+ 41% ). firewood { 4 32% ), dal-gram
{ + 2595 ). turmaric { 4+ 26% ), streptomycine { 4 25% ). fish-hilsha
( + 19 ). shirting ( + 179 ). long-cloth { 4+ 13% ) and dry-cell
batteries { + 163, ). On the other hand, items recording price declines
wera : rice-coarss (—B3] ), potatoes [—17% ), beaf {—5%), wegetable
oll (—4% ). and gur (—8%, ). over the year.
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Cost of
Living

31, The ‘general’ costof living index for Middle C oplg in
Dacca city { 1973-74=100 ) which stood at 237.46 in June. 1980 rose to
27786 in-June, 1981 indicating an increase of 17.06 per cant over the year
8% against 11.94% in 1979-80. Tho rise was shared by all the sub-indices.
viz., food’ [ <4 14.53% 1w 266.56 ), “fuel and lighting” ( 4 54.66%; 1o
3b6.E3 ), ‘housing and housshold requisites® [ 4-12.90% to 365.65 ).
~clothing and footwear’ [ < 15.607% 10 186.45 ) and “miszscellanecus ilemsa’
{ 4+ 12.93% w 248.43 ).

32. The “general” cost of living Index for Chittagong city
{1973-T4 =100) increased by 10.79% to- 292.99 In  June. 1981 over June.
1980 as compared to the increase of 12.70% in 1979-80, The rise was re-
flacted by increases in all the sub-indices, viz., “food*{ +T0.067% to 284.91),
fuel & lighting* {-- 36.63% to 228.96), “housing & household reguislies”
{4 7.487% w 464.63 ), ‘clothing & footwear' { - 13.13%; to 160,40 ) and
‘miscellansous Ttems” [ + 10.43% 1o 240.30 )

33, The ‘general’ costof living index for Khulna { 1973-74 =100 )
went up by 14.18% to 269.06 in June, 1981 over June, 1980 as against
the Increase of 5.42% in 1979-80. This reflected rises in all the sub-indices
viz.. food’ {+ 12.56% 10 260.12). ‘fuel & lighting* (- 31.72% to 270.12),
*housing & housshold requisites’ { + 10.70%; 1o 467.24 ), “clothing & foot-
waear' ( -+ 20,12% to 16425 } and ‘miscellaneous items* ( + 14.04% 1o
226,15 ).

34. The “general’ cost of living index for Rajshehi | 1973-74 =100 )
rosz by 9.733 to 270.65 In June, 1981 ovar Junae, 1380 as against tha
increasa of 7.36°% In 1979-80. This risa was sharad by all the sub-indices,
viz., ‘food*(+ 10,497 to 249.23 ), “fuel & lighting® {+ 16.69% to 373.60),
*housing & housshold requisites* ( -+ 0.90% to 39657 ), ‘clothing &
footwear® ( -+ 2.45% to 18234 ) and “miscellansous ltems® { -+12.96%;
to 257.34 ).
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CHAPTER 1IN

MONETARY AND BANKING DEVELOPMENTS



Money
Supply

MONETARY AND BANKING DEVELOPMENTS

35. The monetary and credit siteation during 1380-81 was cheractle-
rised by an expansionary trend. Maney supply (M,=Narrow Money) recor-
ded a netincrease of Tk. 451.63 crores or 26.59 par cent to Tk. 215022
crores during 1980-81 as compared with the increase of Tk. 208.34 crores
or 14.06 per cent to Tk. 1698.59 croras in the preceding year. The increase
in money supply was particularly pronounced during the quarters ended
December, 1380 and June., 1981 when it rose by Tk, 196,16 crores and
Tk. 143.67 crores respactively,

36. An analysis of the causative factors of the change in money
supply during 1980-81 reveals that the incréass in money supply was brought
about by a large deficit of Tk. 533.089 crores in the fiscal operation of the
Government and substantial expansion of bank credit in both public and
private sectors by Tk, 491,98 crores and Tk, 453 .68 crores respectively. The
deficit in the Government's fiscal operation occurred due mainly to meet
increased roguirement of funds for internal procurement of {oodgrains,
while credit 1o the public ssctor expanded mostly due to incressed depen-
dence of tha Petroleum Corporation and the Textile Mills Corporation on
bank finance {ar their operations at rising costs, The large increase in credit
to the private sector reflected higher level of economic activity and progres-
sively largar finance made available to the private sector, including
agricul tural finance under various schemes and arrangements. The above
expansionary influences were neutralized to a considerable extent by the
accruals of Tk, 49024 crores in time deposits and deficit of Tk, 451.14
crores in the country’s international account. Miscellaneous factors were
also contractionary to the tune of Tk. Bb.74 crores.
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47. Different causative factors of the change in meney supply during
1980-81 are shown below !

CAUSATIVE FACTORS* OF THE CHANGE IN MONEY SUPPLY

{ Taka in crores )

Particulars ;ﬂs.ﬁ?‘l ;E;E..J;D Changes
1. Currency outside banks 83512 72014 421498
2. Demand Deposits 1215.10 878.45 +236.65
Change in Money Supply + 451,83
CAUSATIVE FACTORS
Expansion {+
Contraction (—)
A, Government Fiscal Operation -533.08
B. Public Sector ; -+ 591.98
il Credit to public sector +371.11
i) Investmant in public secior +T120.87
C. Private Sector [including investmants) +453.68
D, Time Deposits {increase—) =480.24
E. Forgign Sector - 451 .14
F. Residual itams [Miscellaneous) —86.74
Total ; |- 451,63

* Provisional.

38. Of tha components of money supply (M,) demand depasits
recordad an increase of Tk, 236.66 crores or 24.19 percent to Tk 121590
croras, while cumency owiside banks went up by Tk 21498 crores of
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29,85 per cent to Tk, 835,12 crores during the year. The quarterly move-
ment of money supply and its components during 1980-81 is shawn below :

MONEY SUPPLY
{ Taka in crores )

| Changes in
endotreiod | o, SR | Somte [sumsming | oener,
June, 7930 T20.14 878.45 1698.59 -
September, 1980 TED.48 957.14 1717.62 +18.03
Decembar, 1980 B5o.08 104770 1813.78 +1896.16
March, 1981 860,71 105684 2006.55 +82.77
Juna, 19317 23512 121510 2160.22 +143.67

P = Provisional,

38, Broad money f#.ﬂ!j increased by Tk, 947187 crores to Tk, 437253
crores in 1930-21 as compared to the rise of Tk, B28.77 crorea in 1979-80.
Percentaga-wiss, the increase in broad money was much higher at 27.45 par
cant during tha year under report as against 18.26 percent in the previous
vear. OF tha components, lime deposits or ‘quasl-money”® rosa by Tk, 490,24
orores or 28.30 per centin 1980-81 as compared to the riss of Tk 320,43
crores or 22,70 per cent In the previous year ; demand deposits. increazed
by Tk. 236.65 crores or 24,79 per centin 1980-81 as compared to the risa
of Tk. 94.41 crores or 10.68 per cant in the pravious year. Currency outside
banks recorded a substantial incrosse of Tk, 214.98 crores or 29.835 per cont
in 1980-81 as compared 1o the increase of Tk, 114.93 crores or 18.99 [t
cent in the pravious year. The percentage share of lime deposits, demand
deposits and currency outside banks in broad money stood at 50.827,
27.79%, and 21.39% respectively at the end of June, 1981 as
compared with 50.497., 28.627%, and 20.88% at the end of the previous

Vaar.
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40. The following tabla shows the comparative movement of broad
Mamey {M.E'J during 1379-80 and 1980-81 ;

CHANGE IN BROAD MONEY

[ Taka ln crores )

% Changes
579-80 | 1980-81

June, | June, Jdune,

|
ltems/Periad T 1980 | 1981

1. Currency Dutside

Banks 605,21 T20.14 83512 +41B.89 4-289.75
2. Demand Deposits 884.04 97845 121510 +1068 +24.19
3. Time Deposits 1411.64 1732.07 222231 +2270 42830

T owl s 10080 3068 W@i2s 11825 12168

41, The rate of eéxpansion in broad money was much larger than a
growth of 6.8B5 par centin G, D, P, However, the income velocity of money

declined from 5.03 in 1979-80 to 4.48 in 18980-81. The trend in Income
velocity of monay since 1974-75 is given below

INCOME VELOCITY OF MONEY

[ Taka in-crores }

Fiia | G.D.P.at Broad @ I Incomes Velosity of
| current prica® | Money (M,) Money (Col. 2+Col; 3}
1874-75 12.57410 1.287.70 8.77
1975-76 10,745.80 1,438.04 7.47
1976-77 10,536.10 1.830.61 b.76
1877-78 13.029.00 2.2 .28 5.87
1873-79 14,477.40 2.900.89 4.89
1975-80 17.245.00 3,430.66 5.03
1980-81= 19.596.20 437253 4.48

¥ Bangladesh Bureas of Stacistics.

p=Frovisional.

i Figures upto 1977-78 relate to last Fridey of June whils. these from 1978-T% onwards
relace o lasc day of june,
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Bank Credit

Bank
Depopits

42. The outstanding level of cradit of the scheduled banks expanded
by Tk, B29.8B6 crores to Tk, 352966 crores during T980-81 as comparad
with the expansion of Tk. B30.62 crores during the previous year. Of tha
components of bank credit, advances increased by Tk. 7B2.55 crores 1o
Tk. 337771 crores, while bills purchased and discounted increased by

Tk. 4731 crores to Tk: 221,85 crares over the year. The guarterly move-
ment of bank credit s shown below :

CHANGE IN BANK CREDIT

{ Takain crores )

s

EI'HE-E_E-H | .
Adva 8 | Bills as® of

|
End of Period Advancf&' Bills | ETT‘;]:;}‘I o Efm'i:ﬂcir:ai | Total Ciadi
June, 1980 360516 174.54 2769.70 93.70 5.30
September, 1980 2619.68 183.67 2808.26 93.28 6.72
December, 1980 2898.35 224 .58 3122.93 52.81 7.18
March, 1881 303938 22789 326727 93.03 6.97
June, 1981 3377.71 221,86 3599 56 93.84 6.16

43. The major items against which bank advances recorded signifi-
cant Increases during FY 1280-31 were : Unsacured advances {+Tk. 169.47
crores), advances by BKB and BSB (& Tk.144.67 crores), minerals
(+ Tk. 84.37 crores), other secured advances and advances secured by
guarantee, etc. (-4 Tk. 62.23 crores), forsign bills (4 Tk. 54.54 crores),
jute manufaciures (< Tk. 43.50 crores), cotton textiles and other textiles
(- Tk.39.30 crores), chamicals, dyes otc. (+ Tk, 38.94 crores), rice and
paddy (4 Tk. 35.68 crores} and cotton yam (- Tk, 30.75 crores)

44. Scheduled banks® deposits (axcluding inter-bank items) recorded
a much largar expansion of Tk. 726.88 crores 1o Tk. 3437.41 crores during
1980-81 as compared with the in¢reaso of Tk. 414 84 crores during the
preceding year. The increase occurrad both in time and demand deposits
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which went up by Tk, 490.24 crores or 28.30 per cent to Tk. 2222 31 crores
and Tk, 236.B5 crores or 24,79 per cant to Tk, 12156.10 crores respectivaly.
The following table shows the quarterly movement of bank deposits during
1880-81 :

CHANGES IN BANK DEPOSITS

{Taka in crores)

| I Demand i Tirme
End of Demand Time Total Deposits as Dapuslts as
Pariod Depositz | Deposits | Depasits | 3, of Tl:llal of Total

z 1 | "Deposits | Deposits
June, 1980 87845 1732.07 2710.62 3810 63.90

September, 1980 95714 1706.30 2663 44 356.94 G406
December, 1980 104770 183536 2883.06 36 .34 63.66
March, 1981 1055.84 191332 298318 J5.56 G444
June, 1981 1215.10 22223 3437.41 35.35 G4.65

45. The liguidity position of the schaduled h.anica remained generally
satisfactory during 18380-81. The credit/deposit ratio of the banks which
had stood at 0.90 on 30th June, 1980 increased to the year's peak lavel
of 1.01 in October, 1980. Thareafter; tha ratio showead a declining trend
and, amidst fluctuations, came down to 0.92 on 30th June, 1981, indi-
cating a net rise of 0.02 percentage points as compared to the rise of 0,11
percentage points during the previous year. Scheduled banks® borrowings
from the Bangladesh Bank increased from Tk, 897 .28 crores on 30th Juns,
1980 to Tk. 702.45 crores in July, 1980. After declining gradually upto
September, 1380, the borrowings started increasing and reached the
peak of Tk. 939,92 crares by Fabruary, 1981, Thereafter, the borrowings
ware brought down to a small extent to Tk. 30248 crores as on tha 30ith
June, 1981, representing an increase of Tk, 206.20 crores over the year,
Scheduled banks® balances with the Bangladesh Bank and thair cash in ils
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increasad by Tk. 28.47 crores and Tk 2940 crores: respectively o
Tk. 28316 crores and Tk, 105.84 crores over the year.

46, The Bank Rate was ralsed for the second time after liberation
fromy 8 per cent to 10.5 per cent per annum effective from the 16th Dctober,
1980. The Bank Rate was first raised in June, 1974 to 8 per cent from &

par cent.

47. Simultaneously with the enhancement of the Bank Rate. the
rates of interest on various categories of deposits and foans and advances
werg raised. The revised rates of interest on deposits and lodns and

advances are a% undear ;

A. RATES OF INTEREST ON DEPOSITS

Types of deposits Rates of interast

i} Call depositz and special notica
accounts. i.e., deposits withdrawable
at notice 4.5%

it Savings Bank Accounts with
cheguing facilities 8.5%

iii) Savings Bank Accounts without chequing
facilities, i.e.. accounts from which
withdrawals are allowed through withdrawal
slips and on production of pasa books only 10%

iv] Fixed (or term) deposits :

a) For 3 months and over but less than 8 months 129
b) For 6 months and over but lass than 1 year 133
c} Forone year and over but less than 2 yvears 143
d} Far 2 yaars and over but less than 3 years 14.5%
e) For3 years and over 15%

Current account depcsits remained non-interest bearing as usual,
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B. RATES OF INTEREST ON LOANS AND ADVANCES
Types of loans and advances Rates of Interest

i} Agricubure [(production).
including Forestry and Fishary 125

fil Export Credit (pre-shipment,
packing and post-shipment) 2%

iii} Loans extended in pursuance of
Socip-economic Objectives as indicatad below :

a)  Small Lean Schema, special credit
programmao for Small and Cottage
Industries, scheme for channelising
credit to weaavers through Weavers®
Co-oparatives, Salt Growars,
Grameon Bank Project and Self

Employment programmis 137
b)Y Loeans given to specified industries

in Less Developed Arsas 133
¢} Loans given in Chittagong Hill Tracts 13%

ivl Industry: (all manufacturing industrias
including essembling. all industries
connected with processing, milling and
crushing, transport industries, both
water and road transport) 145

v) Loans and advances other than those
specified above 1652

48. The upward revision of the interest rate structure was made 1o

bring about acceleration in the rate of savings which i3 one of the prime
objectives of the Second Five Year Plan. The additional savings which are

likaly to bo generated would not only 23z the presssure on development

finance but alzo have a salutary impact on prices.  The upward revision of
the [nterest rate struciur was also expecied to bring -about a discipling: in

the use of bank resources. By inducing a switchover from speculative bulld-up
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in commodities To deposits the returns on  which have now become
positive, this was also likely 1o weaken the Inflation psychology,

43, Although it is vet too early 10 make any conclusive judgement on
the Impact of higher interest rates. 11 would be worthwhila 1o discuss the
trend that has been discernible in deposits and the currency ratio Tollowing
the change In the interest rate structure, Since the revision of the rates on
October 18, 1580 till Juna 30, 1381 total deposits increased by Tk. 778.74
crores or 29.29 per cent as compared 1o the expansion of Tk, 463.46 craras
or 20,63 per caent in the comparable period of 1373-80. Simultanecusly,
the expansion in overall liguidily was also faster and worked out to 24.43
per cent (Tk. B5B.43 crores) during the period as compared with 16.62
par cent [Tk, 488.83 crores) in the same period of 1979-80. Although
the accelerated expansion in total deposits during October 16, 1930-—Juns
30,1981 mainly reflected faster expansion in liguidity. there (5 indication
that the new interest rate policy has started bringing about a shift from
demand deposits to time deposits, that is, from relatively more liguid mone-
tary assels to ralatively less liguid assets. This can be discernad from the
fact that the ratio of time deposits to tolal deposits which stood at §3.93
on the 17th October, 1980 Increased to 6466 on the 30th June. 1981 as
against the decline from 64.22 to B63.890 during the comparabla
pariod of 1973-80. The ratio of time deposits to total deposits also
increased from 63.90 on the 30th June, 1980 to B4.65 on the 30ih

June, 1981,

E0. The movement in the ratio of curmrency held with the public 1o
total liguidity does not, however, give a clear picture as regards the impact
of new interest rate policy. Although this ratio which had stood at 24 .34
on October 17, 1980 came down to 21.3%9 on June 30, 1981 the decline
was not more pronouncad  than in the comparable pericd of 1979-80 when
the ratio had come down from 23.62 to 20.89. In the absence of subs-
tantial expansion in foodgralns procurament cperations involving substantial
payments in curency in rural areas during 1980-81 the decline in the
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currency ratio during October 16, 1980 10 June 30, 1981 would possibly
have been larger;

B1, The statutory cash reserve requirement of the scheduled banks

Cash Reserve s : : - i
continued at 57 of their totel demand and time liabilities,

Requirement
62. The prescribed liquidity ratio of the scheduled banks remaingd
Liquidity unchanged during the vear 1980-81 at 25% of their total damand and tima

Ratia RE P
lighilities.

53. The credit policy pursued by the Bangladesh Bank during the FY

1580-81 continued to be aimed at ensuring deployment of scarce bank

resources in the best possible manner for increasing production, employment

Credit Palicy and real income, apart from curbing inflation.  With the above bread objec-
andMeasures tives in view, credit programme was prepared having regard to the
socio-economic pricrities, distributive justice, regional balance and nead for

coniaining money supply within the safe limit.  Imporant credit control and

support measures adopted during the year under raview were as follows :

iy As inthe previous financial yearthe target of amall loans was
fixed for each of tha nationalised commaercial banks a1 2% of their
total Demand and Time Liakilities to ba.disbursed during the year.
The share of various categories of boprowers under the small
loan scheme continued to remalin as under :

. ' Share in the
—_Eategﬂmuf EnrmwT ik Toial Sraell tian
a} Small Scale/Coltage Industries B0%
b} Retail Trade 26%;
c) Other Seif-employed persons 207,
d} Rural Electrification Ty 4
Total : 1007, -

i1} Inorder to extend bank credit to meet working capital reguire-
maents of private sactor manufacturing industries credit norms
earlier fixed for providing maximum inventory level of locally
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available raw materials of two months* reguiremeant, imported
raw matarials of six months® requirement at the peak, and finished
goods of four weseks® production were continued during the year.
The extend of bank finance was, however, not to he enhanced
in the case of manufacturing industries which were operating and
could conveniently operate with a lower lavel of inventory. In
respect of private manufacturing Industrias maintaining a higher
level of inventory bank finance was required to be gradually
reduced in order to bring down the level of inventory to such
limits az per norms fixed. Where separate cradit norm was fixed
for any individual sector the same was allowed to be adhered to.

iiiy With a view to? checking tendenocy in many of the private sector

iv)

firmz to depend upon bank finance for working capital despita their
having adequate opporiunities to deploy their own funds for the
purpose, banks weare directed as in tha pravious year to crtically
look into the balance sheet of the firms they would finance in tha
private sector. The banks ware instructed to extend credit facili-
tles for working capital to the extent of the requirement of tha

borrowers only after thorough examination of their respactive

balance shesats,

As in the previous financial year, no cradit target was fixed far
the nationalised commercial banks for housing and transport
sgctors. But these sectors continued 10 be treated as priority
sactors and banks were reguired to axtend adequate credit
facilities to these sectors. However, & target of 27 of the total
demand and time liabilities of the foreign banks operating in
Bangladash as on last Friday of January, 19381 was fixed for them
on calendar year basis for disbursament of credit o tha transport
SECIOr.

v} In order tosnsure agrea ter flow of bank finance for boosting up non-

traditional exports, an export credit targat for the year was fixed
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for each of the nationalised banks at 1% of their total demand and
time liabilities as on end-June, 1880 for disbursement of credit
to exporters of non-traditional items { Le. all ilems excepl juls,
jute goods, tea, hides and skins, fish, prawn, frog and frog lags ).

vi} In view of the nead to plough back the resources tapped from

Wi

rural areas for the overall development of rural sconomy, the
nationalised commercial banks were instructed 1o conunue their
efforis to increasa the flow of bank credit te the rural/under
daveloped areas and maintain a reasonable ratio of advances 1o

deposiis in those areas.

Tha 10%/16% cul imposéed on the credit limits of the industrialy
commercial borrowers with effsct from 18th December, 1879
was  withdrawn on Vth August. 1980, Banks weare, however,
advised to fix/renew tha credit fimits of such borrowers at the

absolute minimum level nacessary,

viii} Effactive from 10th October, 1980 banks were allowed to extend

iz}

x}

xi}

cradit facilities for repair of cargo vessals which were lying idle,

Effectiva from 10th MNovember. 1980 margin restrichion on
advances against FOR and other financial obligations such as
Sanchaya Patra-and Insurance Policy was withdrawn.

Effective fram 10th Novembar, 1980 tha loan limit against gold/
gald arnaments was enhanced from Tk, 7,000.00 o Tk. 200000
poar tala of pure gold.

Effective from 15th November, 1980 banks wers dllowed 10 make
advances to Governmeni-licensad private traders against the
sacunity of rice and paddy. Such advances were required
to ba adjusted by 15th September. 1981 at tha latest.

40



xii} Time limit for allowing credit facilities to oil mills for purchase

il

wiv )

wv )

wvl)

i)

of locally-produced oil seads against the security of the same &g
aglso  against finished products was extended from 15th
Movember, 1980 to 15th November., 1981,

To fimance imports under Wage Earners: Scheme, credit facilitles
continued to be allowed upto full face value of AIP/Foreign
Curréncy balances at official rate of exchange. Howaever, in the
cases of import of motor cars {including reconditioned). air-
conditioners, toilat requisites, new readymade garmenls collon
taxtiles and synthatic textiles advences were allowed only upto
an amount not exceeding 0% of the face value of AIP| F.C.
balances at official rate of exchange.

Effective from 1st December, 1880 credit facility for imports
pgainst Export Performance Licence [XPL) was liberalized to
make It conform to similar imporis undar 'Wage Eamers® Schema

Effective from 17th November, 1980 the maximum ceiling of
loan under Special Credit Programme for Small and Cottage
Indusiries was enhanced from Tk, 1.00 fakh 1o Tk. 2.00 lakhs
per borrower.  The total allocation under the programme stood at
Tk.11.45 crores as against the ariginal allocation of Tk.6.00 crores.

Benks wera advised to extend necessary credit facilities o the
pesticides and fertilizer dealers, including those operating

in primary distribution points (PDP) of BADC under normal
banking business,

Banks waera -advised that the margin reguirement for cradit
facility for importof old ships for scrapping purposes undar
the Wage Earners® Scheme should not exceed 50% of the
purchase price of tha vessael at IP rate. They were also instructed
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wiii)

winh

KEl

e}

to renew the cash credit limits previously sanctioned to the
entrepreneurs when approached for the purpose of scrapping of
imported old ships keeping in view the international prices of

such old ships,

To ensure adequate storage facilities for foodgrains benks
were advisad to provide loan facilities for construction of food
godowns in the private ssctor, particularly in the surplus areas of
production upto Union level, Borrowers having their land as aiso
gmall farmers wha have no land for commercial purposa Wwere
madae aligible to have such credit at usual rate of interast repay-
abla within tan years. The debt-equity ratio in hoth the ciases
was fixed at BO:20 excluding cost of land of the borrowers
having their own land and including cost of fand of small
farmears having no land of thair own for godown construction.

Banks ware allowead to extand loans to selt growers for produc-
tion of salt during the year under report @& Tk 1.000.00
per acra of land against hypothecation of salt upto 28th
February, 1981 recoverable by 30th June, 1981,

The procedure for providing working capital finance to the
newly established projects sponsaored by B.S.B.,. B, 5 R. 5,
and |.C. B. was straamlined. Undar this procedure, B. 5. B,
and B. 5, R. 5. ware required to fumish the nationalised banks
with & list of such projects giving necessary particulars for the
purpose of extending waorking capital finance.

Banks ware advised to follow the guidelines already issued for
providing equlty support o new industrial ventures during the
year under review, Instructions werea also issued to them to
extend local currency accommadation for balancing and moder-
nising of small industries.

42



uxii) Foreign banks operating in Bangladesh were advised to grant

wxiii)

Exiv])

loans for small scale industries for which credit target was fixed
at 2% of their deposits as on last Friday of January, 1281 on
calendar year basis,

For extension of cradit facility 1o the unemployed yvouths of the
country who were being imparted training In varous falds/
trades by the Ministry for Youth Development under its annual
programme a “Cradit Scheme’ was introduced, The maximum
lpan limit was Ffixed at Tk 500000 per borrower which
could be increased upto Tk, 10,000.00 only in casas of repair
of workshop, For the purpose of credit facility Sub-Divisions
were allocated among the six nationalised commaercial banks and
Bangladesh Krshi Bank., The above credit facility was made
available for acguisition of capital assets. like hand tools,
implements, machinaries otc. and other capital investment, e.g,
re-excavation of derelict tank, purchasa of cattle heads, poultry,
fish frias etc. and procurement of inpuis and services. Rats
of intereat on such loans was fixed at 13% per annum and repay-
ment period was fixed at 3 years. The security for the loans
would be the hypothecation of siocks of raw materials and tools

Jequipments only.

In order to facilitate extension of credit lor rural electrification,
area allocation to nationalised banks and B. K. B. was revisad
from Thana basls to Unlon basis as under Special Agricultural
Cradit Programmig,
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DEVELOPMENT OF BANKING FACILITIES AND FINANCE

64, As many as 558 bank branches were gpenaed in Bangladesh by
the scheduled banks (nationalised commercial banks, Bangladesh Krishi Bank,
Bangladesh Shilpa Bank and foreign banks) during the period from 1st July,
1880 to 30th June, 1981 as against 560 branches during 1979-B0. The
total number of scheduled bank branches in Bangladesh stood at 4378 as on
30th June, 1981 as against 3820 as on 30th June, 1980. A larger number of
bank branches weare opened in the rural areas during the year. The percen-
tage of rural branches thus stood at 65.12 on 30th June, 1981 as against
64.29 on 30th June, 1980, The number of naticnalised bank branches
aperating in foreéign countries ramained unchanged at 14, During the period
under report one foreign bank branch was opened at Dacca by Bangue De L*
Inda-Chine Et De Suez which reised the number of foreign banks operating

in Bangladesh to 7.
55, Comprehensive Inspection of the following banks was complated

during the year and the reports were sent to the bank concerned for taking

necassary action,

1. Bangladesh Shilpa Bank
RAupali Bank

2
3. Janata Bank
4. American Express International Banking Corporation

86. Comprehensive Inspection of Grindlays Bank Ltd. was completed
and the compilation of the report was In final stage.

BY. Comprehensive Ingpection of Pubali Bank and Uttares Bank was in
progress,
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58. Regular inspection -of foreign exchange business of Bangladesh
Shilpa Bank, Habib Bank Ltd., B.C.C.1; (Overseas) Ltd., Chartersed Bank and
State Bank of India was complated and the reports were also sent to the
banks concarned. In addition, special inspections of somes aspects of foreign
exchange business of 10 selected branches of Sonali, Agrani, Janata, Uttara,
Grindlays Banks and B.C.C.1. {Overseas) Lid. ware also conducted.

639, Special Inspection of 129 branches of nationalised banks wora
canductad during the year under review and reports were sent to the Head
Offices of concemned banks for removal of the irregularities detected by the
inspecting officials. This includes branches inspected on the basis of infor-
mation complain of frauds and forgeries/malpractices etc. received by the
Department during the year,

G0, As |n the past years, adequate finance from the banking sysiem
was arranged for jute trade and jute mills during 1980-81 Jute Season.
The commercial banks sanctloned a totsl cash credit and packing credit
limit of Tk, 620.49 crores a5 against Tk. 548.42 crores in the preceding year
for financing movement of raw jute as well as meating the waorking capetal
requirement of jute mills. Peak level utilisation of bank credit by jule sector
stood at Tk. 504.11 crores as on 2nd January, 1981 against which refinance
provided by Bangladesh Bank was of the order of Tk. 170.22 croras.

61. & total credit limit of Tk, 50.00 crores was arranged from Sonali
Bank and Janata Bank for the Bangladesh Food end Sugar Industries Cor-
poration for financing production of sugar during 1880-81. Refinance limit
of Tk. 20.43 crores sgainst advances tosugar mills which was sanctionad
during the year under rzport remained outstanding as at the end of the year
1980-81 compared to Tk. 16.80 crores at the end of Juna, 1230.

B2. For financing procurement and distribution of foodgraing
by tha Government a sum of Tk, 180.00 crores was made available
by the nationalised banks and a counter-finance [limit of the
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same amount was allowed by the Bangladesh Bank during the year
1880-81. A special demand loan of Tk. 5.00 crores was also
allowad to Rupali Bank to cover excess drawings by Government Food
Department on this account. Counter-finance limit sanctioned by the
Bangladesh Bank to the nationalised banks for financing procurament and
distribution of fertilizer by tha B.A.D.C. stood at Tk, 80.00 crores at the and
of the year under review. Qutstanding counter-finance against this stood

at Tk. 60.55 crores as on 26th June, 1981,

B3. Refinance limits totalling Tk. 44.08 crores were allowed 1o different
banks against their advances to Textile Mills Corporation against which out-
standing stood at Tk, 39.08 crores as on 26th June, 1981.

64, Refinance limits totalling Tk. 205.00 crores were allowed to
different banks against their advances 10 Bangladesh Patroleum Corporation
and its units during the year 1980-81. Outstanding on this account stood
at Tk. 177.00 crores as at the end of the year 1980-81,

65, A total refinance limit of Tk, 32.87 crores was allowed 1o diffe-
rant banks against their rural credit including fisherles loan., CQuistanding
against the limit stood at Tk. 31.87 crores as at the end of the year under

review,

66. At the end of the vear under review refinance allowad to com-
marcial banks against small loans stood at Tk. 9.12 crores as against Tk, 9.20
croreés at the end of the preceding year,

B7. An overdraft/rediscounting limit of Tk. 43.25 crores was allowed
to banks against export bills. OQutstanding on this acocount was Tk 41.97
crores at the end of the vear under review.

B8. Other refinance allowed to banks on various sccounts stood at
Tk. 66.85 crores as at the end of the year 1980-81.
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B9. Under the Industrial Credit Guarantee Scheme introduced in
September, 1878, Bangladesh Bank provides guaranies to cover B0% of
Credit bonafide loss sustained by the financing banks for their lendings to small
g::;:"":“ scale industries/units sponsored under IDA credit 825-BD and against
BSCICs Cash foreign exchange allocation. The comparative position of

guarantees 1o different banks is given balow :

[ No. of Guarantoes  Amount aof loan
Mame of Banks IssLed in crore Taka
~1880-81 | 1979-80 | 1980-8B1 | 1979-80
1. Sonali Bank 42 17 2.44 0.33
2. Janata Bank it 16 2.0 0.92
3, Agrani Bank 2 o 020 i
" Total: 79 133 465 125
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DEVELOPMENT OF CAPITAL MARKET
AND INDUSTRIAL FINANCE

70. With the adoption of the policy for encouraging the establish-
ment of more and more industries in the private sector, the Government
took a number of measures 1o develop a sound capital market in the country,
To that end tha Dacca Stock Exchange which had remained defunct
since liberation was reopened and reactivated from the middle of 1876,
Since then efforts had been made to enlarge the scope of It activities,
Howavar, the total number of companies listed on the Dacca Stock Exchange
still remained a féw in number. Besides dealings in shares, Advance Import
Permitz { AIP ) in terms of dollar and pound sterling are alzo regularly
guoted in the Dacca Stock Exchanga.

71, The Investmant Corporation of Bangladesh (ICB) was set up in
October, 1976 with the main objective of encouraging and broadening the
basa of investment, developing the capital market and mobilizing savings.
Since itz inception the corporation in consortium  arrangemant with other
financial institutions had been providing under-writing/debenture finance
support 1o Industrial projects of public limited companies, During the year
ending June, 1987 the ICB Ttself commitied Tk. 16.65 crores which included
Tk. 15.83 crores worth of under-writing bridge finance, the balance being
debenture finance, This compared with Tk. 13.48 crores committed by the
ICB during the preceding year. Besides, investment support in the form of
under-writing/bridge and debenture finanze committed by the other finan-
cial institutions was estimated to be Tk. 11.99 crores during the vear undar
report as compared with Tk, 8.07 crores during 1979-80. Thus total amount
committed by ICB and other consortium partners came to Tk, 28.64 crores
as compared with Tk, 22,65 crores during 1979-80,
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72, The International Finance anag Investmant Company Ltd. { IFIC }
which was established in October, 1976 obtained certificate of commenca-
ment of business on 28th February, 1877, The compeny was established
mainly to carry on banking and other financial business outside Bangladesh
gither singly or in collaboration with other companias, financial institutions
and banks with the main objective of developing and strengthening Tinan-
cial relationship between Bangladesh and the outside world especially tha

.EI“-I'i.I:h Middla-East countries. The company has since obiained permission

Finance and {rom Bangladesh Bank for opaning L/C covering imporis under the Wage

Investmeant
Company

Earners’ Scheme and also for providing pre-and post-import finance under
thig sechame and to maintain F/C account and Taka deposits emanating from
the Wage Eamers’ remittances for channalising them to productive lnvﬁt-
ment. The IFIC, however, has not yet commenced acceptance of Taka
deposits emanating from Wage Earners’ remittance. |t has also been autho-
rised to offer full range marchant banking services in Bangladesh. Under
the limited licence granted by the Bangladesh Bank the IFIC has been con-
ducting customer-related foreign exchange transactions sinca March, 1980.

73. Letters of credit covering imports under the Wage Eamers
Scheme worth Tk, 25,74 crores were established by the IFIC during the
period from the 15t July, 1980 to the 30th June, 1981, The company
extended pre-shipment and post-shipment credit 1o the wne of Tk, 25.38
crores and Tk. 1.00 crore respectively during 1980-81. Pre-shipment and
post-shipment advances ouwistanding as on 30th June, 1881 were Tk, 5.60
crores and Tk, 0.26 crore respectively. 11 earned a net profit of Tk, 64.50
lakhs during the year ended December, 18980 as compared with Tk, 38.70
lakhs earned during the preceding year.

74. The company is negotiating the establishment of a joint veniura
bank in & country in South Asia, Draits of legal documents to be executed
in this connection are presently under scruting. The joint venture bank is
likely to be incorporated by the end of 1981,
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75. Bangladesh Shilpa Bank {ESB) was setup in 1972 to take over
the functions of the erstwhile Industrial Development Bank of Pakistan and
gince then it has been providing credit facilities and equity support 1o
industrial concerns in Bangladesh. The mein objectives of the BSE are to
mabilize resources from within and outside the country for investment in
industry and to siimulate indusirial development by extending finance and
also advigory services to facllitate the sestting-up of new projects and for
balancing, modernisation, replacement and expansion of existing industrial

establizhments.

76, Dwuring 1980-B1 the bank received 588 loan applications as
against 349 during 1979-80. During. the yvear under report, the bank sang-
tioned loans amounting to Tk. 168.83 crores which inciuded Tk.99.16
crores In forelgn currency and Tk, B8.77 crores in local currency, During
the preceding vear total loans sanctioned amounted 1o Tk, 109.20 crores
which included Tk, 72.16 crores in foreign currency and Tk. 37.04 crores
in local currency. Motably, all the loans sanctioned during 1980-81 were in
the private sector indicating an encouraging response of the private sectar
to industrial venture and opporiunities.

77. Total disbursement of loans made by BSB during 1380-81
amounted to Tk, 52.35 crores of which Tk, 18.98 crores were in foreign
currency and the balance of Tk. 33.37 crores in local currency, OF the
total disbursemants, projects in the private sectior claimed as much as
Tk, 52.23 crores or 98,77 par cent while the small balance went to public
sector projects. Total disbursements ware Tk. 35.17 crores during 19758-80
with a foreign currency component of Tk 910 crores, OF the total
disbursement of Tk, 35.17 crores during 1972-80. the private soector
received Tk. 34.41 crores which represented 37.84 per cent of the wotal.

78. The total amount of outstanding BSE loans on Juna 30, 1881
gtood at Tk, 24760 crores  as against Tk 1B540 crores as on

June 30, 1980,
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79, Bangladesh Shilpa Rin Sangstha (BSRS) was also established
in 1972 to inherit the erstwhile Pakistan Industrial Credit and Investment
Corporation for providing credit facilities and other assistance to industrial
concerns and to broaden the base of industrial investmeant in Bangladesh.
It provides medium and long-term loans to projects with fixed costs of
Tk. 20.00 lakhs and above in tha private sector and to any project of the
public sector, 11 also provides underwriting, bridge financing and debenture
financing assistance to public limited companies. In addition, it undertakes
industrial promotional activities and provides professional counselling to
entreprengurs for industrial investmenis,

80. During 1980-81 the BSRS recelved a total numbar of 431 appli-
cations for financial assistance compared 1o 304 applications received in
the preceding year. The total loans sanctionéd during 1980-81 amountad
to Tk, 164.74 crores ascompared to Tk. 128.00 crores sanctioned during
the preceding year. Of the total loans sanctioned during 1980-81. fareign
currency and local currency loans amounted to Tk. 101.61 crores or 61.68
per cent and Tk 63.13 crores or 38.32 per cent respectively as compared
to Tk. 65.73 crores or 51.40 per cent and Tk. 62.21 crores or 43.60 par cent
during the preceding year. The private sector and the public sector accoun-
ted for 98.69 per cent and 1.41 per cent respectively of the loans sanctio-
ned by BSRS during 1980-81. The private sector had accounted for 10073
of tha loans sanctioned during 1873-30.

81. During 1980-81 an amount of Tk. 52.86 crores was disbursed
by BSRS as against Tk. 49,72 crores in the preceding year reprasenting an
increase of 6,32 per cant. Of the total disbursement, foreign currency and
local currency components accounted for Tk, 19.78 crores or 37.42 par cent
and Tk. 33.08 crores or 62.58 per cent as compared to Tk. 15.06 crores or
30.29 per cent and Tk. 34.66 crores or 689,71 per ceni respectively during
1379-B0, The share of private sectar in total disbursements dering 1 980-81
was 38.06 per cent 85 compared to 98.07 per cent in the preceding year.

B2. The total outstanding BSRS loans as on June 30, 1981 were
Tk. 288.50 crores as compared to Tk, 203.567 crores on June 30. 1980,
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B3. Agricultural fimancing in the country is done through a multi-
agency system which consists of {a) the Bangladesh Krizshi Bank [(BEB).
(b) the Bangladesh Samabaya Bank Ltd. (BSBL) and its affiliates-Co-
operative Land Mortgage Banks (CLMBs), Central Co-operative Banks (CCBs)
and their affiliated Primary Societies, (c) Nationalised Commarcial Banks
{NCBs) and (d) IRDP-TCCAs {(Thana Central Co-operative Associations) and
their affiliated primary sociaties known as K55, Agricultural credit operations
are carried out under two separate programmes, viz., (i) MNommal Pro-
grammea (NP} of all the agencies and (ii}) Special Agricultural Credit Pro-
gramme {SACP) in which only BKE and all the six NCBs have been involved.
Undear the NP all types of credit, viz., short-tarm, mediuvm-term and long-
term loans are extended. |t covers financing of fishery, livestock, poultry
etc. and plantation of crops like tea, banana, pineapples, guava, sugarcana
{in Mill Zome areas), Jute {under ILXCS), all financing under special projects
like Rural Development {1} Project, Serajganj Integrated Rural Davelopmant
Project (SIRDPY ete. and all térm finance for capital invastment in agri-
culture, particularly for acquisition of sssets like Shellow Tube Well
(5TW). Desp Tube Well (DTW), Low Lift Pumps (LLPs), Agricultural
Machinery, Equipments, Transports eic. and for processing storage and
marketing of agriculiural produce. SACP was introduced in early 1977
with the twin objectives of increasing participation of NCBs and BEB
in short-term crop financing and increasing cradit flow to agricultural
sector, Financing of all intensive crop production programmes such
as |ntensive Aus Production Programmea (IAPP). Intensive Transplaniad
Aman Production (ITAP), Intansive Rabi Crop Production (IRCP) and
Intensive Wheat Cultivation Programme (IWCP) is also coverad by SACP.



Interast
Subaldy and
Governmant
Guarantesa

Interast Rate
Paolicy for
Agricultural
Credit

Annual
Agricultural
Cradit
Programme
1880-81

84, The Bank provides concessionary finance to Bangladesh Knshi Bank
and Bangladesh Samabaya Bank Ltd., for an-lending to agricultural sector
against Govarnmant guarantee to the extent of 30%.. The gquaranies is invoked
if and whean the borrowing institutions default repayment on due dates. Tha
Mationalised Commercial Banks are also allowed to borrow from the Bank
at concessional rate of interest to meet their temporary liguidity problems
arising from special circumstances. The Bank also allows intarest subsidy 1o
the MCBz for their agricultural lending through IRDP-TCCAs and or approved
projects. For short-term credit financing by the NCBs and BEKB under SACP,
the Governmenl provides guasrantee to the extentof 30% of the amount
rémaining un-recovered on the due dates on condition that 30% of the
amount recovered after the due date would be paid back to the Government

85. Despite the enhancement of the Bank Rate from 87 to lD‘_.'E','; with
effect from 16th October, 1380 the refinance rate was kept at 67, thereby
allowing concession of 47 lg7y (28 against the previous 23). The Bank conli-
nuad to provide refinance facilities to BKB ate nominal interest rate of
I‘fi?{ against the long-term loan given by it for financing Chittagong Hill
Tracts Development Project for rehabilitation of ~Jhum Chashis™ &t con-
cessionsl interest rate of 5%, The Bank also allowed concessianal refinance
to BEB against (15 financing Tea Development undar UK (ODM} and EEC
credits. Effective from October 16, 1980 interest rate on agricultural {pro-
duction) loans at farmer's level was fixed at 12%; as against the earlier rate
ranging from 1ﬂ'|"z:$m 12%. Intarest rate on loans given by IRDP-TCCAs
through their affiliated KSS, however, remained unchanged. The farmar-
members of the K55 financed by Sonali Bank through TCCAs were, therefors,
required to pay interest (@ 12131:&; plus service charge &t 57, total being
1'.-'1]',_;‘,!-; pEr annum,

BG. The Annual Agricultural Credit Programme for 1980-81 fixed the
target of disbursement by all the agencies at Tk. 348.31 crores under their
Mormal Programme and Tk. 200.00 crores under SACP. Thus the total dis-
bursement target was sat ot Tk, 548.31 crores. The following table shows
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the agency-wise and programme-wise disbursement target for the year
1979-80 and 1980-81 :

(Teka in crores)

 Disbursement target
Agency L_ 1979-80 | 188081
, NP | SACP | Total | NP | SACP | Total

—

BSEL 29,00 — 2900  38.00 — 38,00
BEB 103.00 179.86

. Lisaaz 37767 200,00 610,31
NCBs 76,45 130.45
Total : 207.35 19932 D667 34831 20000 54831

—= e e ——

*Imncluding IRDF.

B7. The details of credit operations of all the agencies under the MNP
and SACP during 1380-81 as compared o the previous vear are given

belaw :
{Taka in crores)
 1979-80 1980-81
a) Target 406,67 548.31
b) Disbursement 268.39 362.28
¢) Recovery 142.00 207.35
d) Dutstanding (end-Juna) 406.68 601.83

B8. The total credit, disbursed by all the credil agencies under thelr
Mormal Programme during the vear 1980-81 amounted to Tk. 278,60 crores
@s agalnst Tk. 201.36 crores disbursed during the previous year, In addi-
tion, BKB and NCEs together disbursed a total amount of Tk, 72.68 crores
under SACP. Thus agricultural credit disbursed by all the agencies undar
the two programmes aggregated to Tk, 35228 crores during 1980-81 as
against Tk, 268.38 crores disbursed during 1978-80. The agency-wise
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break-up of the total credit disbursed during the vear as compared o the
previous year is shown below :

(Taka in crores)

1979-80 | 1980-81 % Change

Agency 1| 1
NP || SACP | Tma|| NP I' SACP _|| Total '”:;':'“’
BSBL 27.04 — 27.04 2570 — 2570 (—)A4.96
BEB 118.98 22.00 140,868 18532 2442 209.74 48.79
NCBs* 5536 4503 10039 @858 4826 11684 1639
Total: 20136 67,03 26839 27960 7268 35228 31.5'3

~ *The F-;u;;: af IRDPF are included in the ﬂi,r;lﬂ'l- of MCB's.

89. Year-wise disbursement and recovery of loans made undar SACP

are shown below |

(Taka in crores)

Haa:war'f' as

Year | Disbursament Recovery parcentage of
dishuts-amjl_a_'lt__
SACP-1977 2 G0. 68 5602 9232
SACP-1978 53 .47 38.03 oy i
SACP-1979 23.89° 17.86 7432
SACP-1979-B0 B3.76 18.64 49,24

SACP-1980-81 72.68 — -

*Fram j-anuar:r L& june.

890. With a view to rationalising the loaning operation under SACP,
the banks wers advised during the yvaar 1o select borrowers independently
and directly without involving any outside agency &o as to establish direct
banker-customer relationship as they generally do in normal banking.

91. During the year under report a major thrust was given 1o the sale
of irrigation equipments viz., DTWs, S5TWs, LLPs and HTWSs through bank
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credit.  All the NCBs and BKB were involved in providing credit to farmers
for purchasa of irrigation eqguipments. Total credit disbursed by them on this
account upto Aprll 30, 1981 aggregated to Tk. 19.21 crores as per break-up
shown in the following table :

{ Taka In lakhs )

; ' Equipments Financed
Cradit A i e e o ATy R -
radit Agencies F =TV | ST W
MCEs 15.21 22.26 — 3747
BEKB 61.20 1816.76 6.00 1883.96
Total ; 76 81 1835 .02 &.00 18921.43

82, During the vear-a big hurdle that stood [n the way of issuing term
cradit by the MCBs was removed by the Government by granting exemption
from payment of stamp duty and registration fee on registration of mortgage
deeds by loanses as also by allowing such registration to be done by the
Managers/Officers of the respective branches of the NCBs like their countar-
parts in BKB so that tha borrowers are not réquired to go to the Sub-Regis-
trar's CHfices.

83. Asin the previous year, a programme for financing development
of pond fisheries was drawn up for the year 1880-81. All the NCBs and BKB
together dizsbursed a total amount of Tk, 8.87 crores during the year. The
following table shows the agency-wise disbursement under the programme
during the last two yvears :

{ Taka in crares )

Credit Agencies 1978-80 | 1980-81

MNCBs 0.63 2.36

BER 3.1 6.51
Total: 374 2887
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84. The Bank continued bts policy of providing concessionary credit
and counter-finance facility 1o the speciallsed agricultural credit institutions
namely BKB and BSBL during 1380-21 =0 as to enable them to extend
credit to the farmers at reasonable interest rates. The amount of loans sanc-
tioned and disbursed by the Bank to these institutions during the years
1979-80 and 1980-81 were as under @

{ Taka in crorfes )

~ 1979-80 1980-81 Ny
Sanction | Disbursement | Sanction | Disbursement

Cradit Agencies

BKB 102.70 104.70* 135.09 141 88"

BSBL 27.00 256.45 23.50 26,67
Total : 128.70 13015 15859 167.39

*  Ingludes disbursement against previoss sanctlon,

895. The ouistanding borrowings of these two agencies with the Bank
stood at Tk, 257.03 crores at the end of 1980-81 a5 compared 1o TK.181.37
crores at the end of 1973-80 showing on increase of Tk, 75.68 crores over
the vaar, The institution-wise break-up was as undar ;

{ Taka in crores }

Credit Agencies 1979-80 1980-81 | Increasa

BEB 1651067 225 41 T4.34

B5BL 30.30 31.62 1.32
Tatal ; 181.37 26703 75 .66

96. The credit agencies coniinued to carry out the experimantal
programmes undartakan earlier with a view to identifying appropriate credit
dolivery sys tem for the disadvantaged groups of farmers and other rural poor
who had littla access w0 institutional credit. A brief review of these expe-
rimantal projects is given below :
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87. Under an agreement signad betwean the Government of Bangla-
desh and the USA on August 31, 1977 a Rural Finance Experimertal
Project {(RFEP) has been undertaken since Movember, 1978. Under this
project, 8 different credit and savings models are being implemented by the
six MCBz, BEE, BSBL and IRDP Co-operatives. The project aims al testing
different wavs of delivering credit 1o and mobilising savings Trom small
farmers and other rural producers not presentily serviced by the lending
agencies. The models have been designed with variable and differential
interast rates ranging between 12% and 36% to identify which of the interest
rates would be appropriate and reasonable for both lenders and borrowers.
All the models provide for allowing higher Interest rates on deposits ranging
from 113 to 18%; 50 a5 1o see whethar the lending agencies could mobilise
enough savings and rural deposits to make the system self-financing,

88. Upto end-February, 1987 a total amount of Tk. 5.28 crores was
disbursed under the project to 36,075 loaness by all the participating
agencies. Az against this, an amount of Tk. 1.88 crores was recoverad
leaving a balance of Tk. 2.41 crores of which Tk. 0.24 crore was overdue.
Participating agencies by offering highar rate of interest could mobilize
savings to the wne of Tk. 0.18 crore and Tk. 0.27 crore from the target and
non-target groups respeclively In the experimental areas. Targel group s
defined as thosa who do not own more than 2 acres of fand and whose
gross cash income per year is Tk. 5.000 or less and who nevar received any
cradit from institutional sourcas.

93, Tha final evaluation report covering a periocd upto February, 1987
revaals that 82.29%; of total loanz went to the target group bomowars. Tha
rapott also shows thet borrowers took loans at higher interest rates (24%
30% and 36%) mainly for non-agricultural purposes. The lending agencies
glso considerad the lowest lending rate of 125 vnder RFEP as unprofitable
following the increase i all other intérest rates from October 16, 1980,
Ovardues of loans given at 36% was 13.4% while overduss at 125 was
6.1% only. Savings mobilised from target groups rose by 120% ovar the
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yoar to Tk, 19.70 lakhs, None of the models could, however, prove
succassiul in mobilising enough deposits o make the system self-financing.

100. Of all the agencias, BKB and IRDP could cover the operational
axpensas fully while the others neared them.

101. The Grameen Bank Project (GBP) for financing the landless
poor by organising them inte groups for cortain income-generating activi-
tias was taken up for experimentation on a limited scale by involving the
MCBs and BEE in mid-1279 in two thanas [ Hathazari and Mirsari ) in the
Chitagong district and in the Tangail districl. The project aims at (1) exten.
ding organisational support 1o tha weaker sections of the rural community
to form groups  through which credit agencies can extend cradit withouwi
collateral. (2) providing minimum subsistence through guick-yielding,
income-raising activities, (3} creating part-time  job opportunities for the
women of landless and other poor families, and (4) dewveloping a new
varsion of co-operative structura which will hopefully eliminate major
weaknessas of the traditional co-operatives.

102. As on 30th Juna, 1981 GBP extended its operation o412
villages whereln 19,000 people—12,000 males and 7,000 famales have bean
organised into groups. On various small scale economic activities g total
amount of Tk. 3.91 croras was disbursed to them owt of which Tk, 1.76
croras was recoverad. The default rate was less than one per cent, This
ramarkable performance was due mainly to the high sensa of responsibility
and close supervision exercised by the concerned bank workers. Tofal
group savings mobilised under the project stood at Tk. 30.00 lakhs by June
30. 1887.

103, Under an agreement signed on 24th Septembear, 1980 betwesn
the Government of the Pedpla‘s Republic' of Bangladesh and the Interma-
tianal Fund for Agricultural Dévelopmant (IFAD) the Gramesn Bank Project
will axpand its operation 1o covar two maore districts, viz., Rangpur and
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Patuakhali during 1881-84. Of the total estimated credit requirement of
Tk. 10.00 crores, IFAD will provide US$§ 3.25 million on matching fund
basis. The other half of the matching fund will be contributed by the
Bangladesh Bank. In addition to tha above IFAD assisted expansion pro-
gramme, tha GBP operation will also be axpanded 1o cover Dacea district
during 1281-84.

184, In terms of another loan agreement between the Governmant
of Bangladeshand the Internatonal Fund for Agricultural Development
(IFAD) a special cradit scheme for financing the small farmers was drawn
up for implemantation in three districts, viz, Faridpur, Jessore and Kushtia,
The schame was launched in February, 1980 and will continue upto Decem-
bar. 1982 on experimental basis, Depending on its success it may be
expanded throughout the country in future. This isa Tk. 10.00 crors
project. The scheme is being administered and monitored by the Bank.
All the NCBs. BEB and BSBL are financing the target group farmers under
the schame. The following 1able shows district-wise disbursement of

credit under this project :

{ Taka in lakhs )

Districts Amount
Jessore T8.21
Kushtia 54.58
Faridpur 80.82
Total : 233.61

105. Under an agreement singed between the Governmenl of
Bangladesh and the Government of Swiss Confederation in Apill, 1976
a project named *‘Post-Harvest Technology, Storage and Marketing Cradit
for Small and Medium Farmers~ was undertaken. Tha project aims at
assisting the Government of Bangladesh in elaboration, testing and
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application of 8 new approach for strengthening the market position of small
and medium farmers primarily with respect to the marketing of foodgraing
by linking the supply of marketing credit to a net-work of local storage
facilities. The project is at present operating at one cantra in Boda Union
of Dinajpur district. The project is going to be replicated at Dariapara of
the same Union and Chirir Banda of Satnala Union of the same district.
During the financial vear ending June, 19871 total loans disbursed under
the project amountad to Tk. 1.20 lakhs apsinst tofal swek of 1300
maunds of foodgrains, Outof thiz, an amount of Tk 1.04 lakhs was
recoversd.

106. The Bangladesh Bank wnder its inspection programme conduc-
tad inspectlon of 10 Thana Central Co-operative Associations. 30 Central
Co-operative Banks, 6 Co-operative Land Mortgage Banks and 20 branches
af the Bangladesh Krizhi Bank during 1580-81.

107, The Bank issued licences o BKE to opan 173 branches during
the year 1380-81, Against thesa licences BKE opensd 141 new branches.
BKE also opened 2 mare naw hranches during the year against licences
issued in the pravious year, raising its wtal number of branches 1o BBES.

108. The Agricultural Credit Project Diwvision (ACPD) was creatad in
the Bapk in 1979 o preparas, monitor and evaluate agricultural projacts for
increased involvement of the commaercial banks and BKB in term Tinancing,
particularly in sscioral development like livestock, horticulture, fisheries,

manufacture of agricultural implements and workshop facilities etc.

108, The ACPD launched a Tk. 10.00 crore shrimp culture and fish
production programme in January, 1980. An amount of Tk. 0.80 crare was
disbursed under the programme during 1980, During 1981 an amount of
Tk. 0.50 crore has been disbursed upto 30th April. 1981.

110, ACPD also undertook a hand tubswell credit programme under
Smiall Scale Irrigation Project of BADC from December. 1920, The main
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objactiva of this programmea is to extend credit facilities to both the BADC
and BEB dealers. and the small and marginal farmer 1o help them purchase
70,000 hand tubewells. The financing agencies have extended credit to the
dealers and farmars for purchasing 2,305 HTWs during the year.

111, Further, ACPD is going to take up an lrrigation Project { Minor
Irrigation ) in the Rajshahi Division with financial assistance from IDA. The
lifa-span of this projest will be four years starting from  July, 1981. Sonali
Bank, Agrani Bank, Janata Bank and Bangladesh Krishi Bank will underiake
fimancing under the project. The total project outlay has been estimated at
US § 624 million of which US § 40 million in foreign exchange would be
given by IDA. The major banefit of the project would come from grain
production, employment generation and its effect on rural Income.  Annoal
incremental grain production a8t project maturity has been estimated
at 210,000 tons. On complation of the project. B0.000 additional
labour-years would be nasded for farming oparations.

112. ACPD has promoted credit programmes for banana cultivation
and cattle breeding. Achievement in these areas has so far been maodest.
But efforts are being made to give bigger thrusts in the area. Further, & few
other ACPD programmaes, viz.. “Intensive Arsa Credit Project. “Coconut-
Plantation Financing Project’., “Lac Culture Financing Project” etc. ara
expected to go into operation spoon. Soma more projecis on edible ail, Bio-
gas etc, are under study. Based on their economic and Tinancial feasibility
they may bae taken up for financing in the near future,
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FINANCING OF SMALL AND COTTAGE INDUSTRIES
UNDER IDA CREDNT

113, Under IDA Credit No. 1066-BD which became effective from
16th January, 1981 an amount edquivalent to SDR 22.87 million has been
made available 1o the 4 participating credit institutions, viz.,, Sonali Bank,
Janata Bank, Agrani Bank and Bangladesh Shilpa Bank as refinance from
Bangladesh Bank against their term loans to small-scale and cottage industry
enterprises, Term loans under the scheme can be given to those investment
projects which invelve the creation, expension or balancing of financially
viable small-scale and cottage industries, including the acouisition of land,
bullding, equipment and financing of contingencies and permanent waorking
capital therefor. Types of enterprises eligible for financing under tha
scheme are manufaciuring, processing, repair work-shops agro-related entar-
prises, handicrafi entarprizes, cargo transport and light industrial enterprises
gngaging in valug-adding activities involving some manufacturing and
processing. Priority is given to coltage and rural enterprises.

114. A maximum of 60% of the proceeds of the credit will be made
available for financing Iinvestment projects of small-scale and cottage indus-
tries with fixed azssts sbove Tk. 1.00 milllon, and the remaining amount for
invesiment projects with fixed azsetz upto Tk, 1.00 million

118. The minimum onlanding rate for all sub-|loans to small-scale and
cottage industry projeécts is 13% per annum. Spreads to participating credit
institutions would be different depending upon the size of sub-loans :

—For sub-loans of upto Tk, 500,000 8%
—For sub-loans above Tk. B00.000

upto Tk, 1.500.000 ¥ i
—Far sub-loans above Tk 1,500,000

upto Tk. 3,000,000 6%
—Far all sub-loans through TCCAs 497
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116. As on tha 30th June, 1981, the industrial Credit Division of
Bangladesh Bank has given approval of refinance of a total amount of
Tk, 49,493,311 against 60 sub-projects of different sizes sanctioned by
two participating banks, viz., Sonali Bank and Janata Bank.
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117.. The Bangladesh House Bullding Fimance Carporation (HBEFC})
has been engaged in the development of housing sector in the country.
The main objective of the Corporation iz to provide financial assistance to
the individuals for the construction, repair and remodelling of residential
houses and -apartments in the cities, towns and thana headquarters, In
order 1o facilitate its loening operation, the Corparatbon has récently set up
one more Zonal Office in Dacca, thus ralsing the number of such offices to
five, besides the Head Office in Dacca, The Corporation also has 12
Reglonal QOffices in the District Headguarters. The authorised capital of the
Corparation is Tk. 10.00 crores subscribad by the Gowvarnment, The main
source of it8 working-capital in recent years has bean the sale of deben-
turés to the Bangladesh Bank. MNationalised Banks and Bima Corporations,
The Corporation provides  house-building finance under two different pro-
grammes, called the (1) Normal Programmae and the (2) Special Programma.

118, Normal Programme ; The limit of the HEBFC loan under the
normal programme which was earlier fixed at Tk. 1.70 lakhs has been enhan-
ced to Tk. 2.10 lakhs with effect from March 21, 1280 for each zelf-con-
tained wnit of a housa. The loan is to be repaid over a maximum period of
20 vyears. The rate of interest was 11 percent {simpla) per annum upto
Dctober 15, 1980. With the enhancemant of Bank Rate and other interast
rates from that date the lending rate has been increased to 13 per cent
{simple) per annum. The margin of investment required to be made by an
applicant is 15%; of the estimated cost of construction of the proposed build-
ing. Under this programme, the Corporation sanctioned [oans amounting
to Tk. 17.30 crores during 1930-81 as against Tk, 17.16 ¢rores sanctionad
during 1979-80. Disbursements made by the HBFC under the same
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programms amounted to Tk. 14.08 croreés during 1980-81 which wera 3.16
par cent lower as compared to the disbursement of Tk, 14.64 crores during
the preceding year,

119, Special Programme : In order 1o ease the acute housing prob-
lem In the urban areas, the HBFC hed undertaken a spacial programme far
financing the construction of multi-storied, mult -unit bulldings with effect
from July, 1977, Under this programme,. loans amounting to Tk. 4,88 lakhs
end Tk, 4.21 lakhs for four-storied buildings covering. an area of 1000 and
800 square feet respectively in each floor excluding stair-case are advanced
for a maximum period of 26 vears with a maximum limit of Tk, 8.42 lakhs
per party., The rate of interest was fixed at & per cent and 7 per cent
[simple) respectivaly. But with the enhancemant of Bank Rate on October 16,
1980 the rate of [nterest has been raised to 10.50 per cent per annum. Tha
marging of investment required to be made by an applicant are 10% and
2.5% for a floor space of 1000 sft, end 80D s7t. respectively. Under this
programma, the Corporation sanctioned loans amounting to Tk, 37.47 crores
during 1980-81 which was 16.33% lower than the previous vyear's sanc-
tloned amount of Tk, 50,88 crores. The amount disbursed by the HBFC under
the special programme stood at Tk 51.93 crores during tThe vear undar
report which was 14.22% lower ss compared to Tk.60.54 crores disbursad
during 1378-80. The amount of loans sanctioned and disbursad under
this programme since its introduction in July, 1977 to June 30. 1981 ara
Tk. 200602 crores and TEAIBE.ES crores respectively.

120, The Government has approved a revised housing programme
during last year for the people in the middle and |low-income groups. Tha
programmae envisdges construction of four to six-storfad multi-family apart-
mant houses in Dacca, Marayanganj, Chittagong and Khulna and three-
storied apartment bulldings  in other wrban areas. Including thana
headguarters. Loans under this programme would carry & concessiong] in-
terest (@ 5 per cent per annum for houses covering an area of BOO sft. and
i T per cent per annum for houses covering an area of 1000 sft. sach with
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26 vears repayment period, Howsever, consequent upon the upward revision
of tha interest rate structure, the interest rate under this programme: was
enhanced to 10.5 per cent par annum with effect from October 16, 1980,

121. Recovery of Loans ; The Corporation recovered |oans amaount-
ing o Tk, B.67 crores and Tk. 4.41 crores under itz normal and special
programmes respectively during 1980-81 as compared o Tk. B.6T crores
and Tk. 1.74 crores respectively recovered during the preceding year,

122, Loans Dutstanding : The amount of cutstanding loans of the
HBFC as on Junea 30, 19381 stood at Tk. 263,68 crores {including interast
for 1980-81) as against the outstanding |oens of Tk, 194.02 crores as on
June 30, 1980.

123. In order o increéase the availability of cradit for construction of
houses, the commercial banks were required to extend credit facilities for
housing during 1976-77 upto 1% of their wial demand and time labilities
as on the last Friday of June, 1976. The same policy was also in force
during 18977-78 thereby requiring the commercial banks o extend credit
to the housing sector upto 1%, of thelr demand and time llabilities as on
last Friday of June, 1977. Thereafter, it was decided not to set any target
for cradit to housing sector. The banks weare, howaver, asked 1o treat this
as a priority sectorand extend adeguate credit within the prescribed ceiling
of Tk. 3.00 lakhs ({inclusive of any loang from tha HEBFC) par party against
tha mortgage of real estates. The rate of interest currantly charged is 15.5%;
p® annum as against 127, per annum until tha anhancement of Bank
Rate in October, 1880. The commercial bank |oans are repayable over a
maximum period of 7 vears, The total amount disbursed by the nationalized
commaercial banks as house-building loans during the year ending June,
18871 stood at Tk, 16.00 crores as compared with Tk, B.69 crores disbursed
during the preceding year. This was In addition to Tk. 0.79 crore of hous-
ing loans provided during 1980-81 by the foreign banks oparating
in Bangladesh. The total amount of owistanding loans  provided
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by tha nationalised commercial banks upto Juna, 1981 stoed Bt
Tk. 38.07 crores,

124, Rural Housing Scheme : Besides. a rural housing scheme
which was introduced during 1977-78 in order to finence construction of
low-cost houses in villages under Swanirvar Programme/IROP as also in
villages which have been elecirified remalned in Torce during 1980-81.
Under this schema, & maximum amount of Tk. 8,000 per bormower is provi-
ded by the natlonalised banks against martgage of houses bullt and other
household land. These loans are repavable over a pariod of 20 years. The
rate oF interest was fixed at 11%; per annum, but with the enhancament of
Bank Rate it was raised to 15.5% per annum. Disbursements made under
this schema amounted to Tk, 1.76 lakhes during 1980-81 as against Tk, 3.40
lakhg during the preceding year, A total sum of Tk, 14.15 lakhs was dis-
bursed by the banks undar this scheme since its introduction in Decamber.
1877 upto June, THE1.

125. As tha House Building Finance Caorporation suffered from lack
of resources 1o maat tha large demand for housing credit, the Bangladesh
Bank and the nationalised commaercial banks provided substantial amount
of finance to the HEFC by way ol subscribing to the debentures issued by
the Corporation. The value of such debentura-halding of Bangladesh Bank
which had stood at Tk, 9850 crores at the end of June. 1980 increased
to Tk, 163.50 crores al the end of June, 1981, representing an invastmeant
of Tk, 65.00 crores during 1980-81. In addition, the natienalized commer-
cidl banks® debenturs financing to the HEFC during the year amounted 1o
Tk. 18.00 croras,  Thus the total contribution by Bangladesh Bank and the
nationalized commarcial banks to the rasourcas of the HBFC amounted 1o
Tk, BO.OOQ crores during 1380-51,
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GOVERNMENT FINANCE

126. The Bangladesh Government Budget for 18980-81 had envisaged
revenue receipisal Tk. 2296.02 crores and revenue expendilures (non-
devalopment) at Tk. 1408.03 crores thus showing a surplus of Tk B8R.05
crores.  The budget estimates for the year were sebsequently revised
placing the revenue receipis higher by Tk. 46.96 crores at Tk 2343.04
crores and expenditures largar by Tk, 73.53 crores at Tk, 1481.66 orores
leaving & surplus of Tk, 861.48 crores.

127. The revised budget estimates showed increases under tha
following heads of receipts over their onginal estimates : Sales Tax
{+Tk. 3850 crores), profit from Bangladesh Bank and Maticnalised Banks
{+Tk. 27.95 crores), stamp—Non-Judicial (- Tk.19.60 crores), other Taxes

{+Tk.4.37 ¢crores), Forest (+Tk. 13.98 crores). Interest Eaming {-4+Thk. 517
crores), Profit from Mationalised Industries {3-Tk. 1.50 crores) and other

receipts {-Tk. 14.51 crores). The above increases i revenus were partly
offsat by declines in Customs Duties (—Tk. 42.69 crores). Excize Dulies
{—Tk. 17.25 crores), Income, Corporation and Agricultural Income Tax
{—Tk. 17.00 crores) and Telegraph and Telephone {—Tk- 1.39 crotes)
The principal cause for decline in receipts under customs duty was tha

reduction in export duly on raw jute, raw hides and tea,

128. Tha increass of Tk. 73.53 crores in revenue expendifures under
the revised budget for 1980-81 occurred under different major heads of
expenditure. More than half of the increase related to increased expoenditure
for State Aailway, Bangladesh Rifles, Defence Services, General Adminis-
tration and Other Expenditurses and was attributable largely to the exiension
of increased salary and bonefits to the non-gazetted employees [n tha
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fixation of Pay and Allowanoes and alsg rise in the prices of fuels and oil.
Thus “Other Expenditures™, “Defance ., “State Railways"", “Ganeral Admins-
tration*. “Bangladesh Rifles~ and “*Education® showad increases of
Tk. 3B.08 crores, Tk. 21.75 crores. Tk. 20.69 crores, Tk, 10.03 craores,
Tk. 10.65 crores and Tk, 5.31 crores respectively In the revised estimates

129. The size of the Annual Develppment Programme for 1980-81
was origlnally - placed at Tk. 2700.00 crores but subseguenily reduced ta
Tk. 2369.00 crores in the revized estimates. The downward revision was
otcasioned by a reduction in the availabilily of resources both domestic and
foreign. Domestic resources fell short by Tk, 58 46 crores to Tk, B36.00
crores in the revised estimate while net avallable foreign aszsistapce decli-
ned by Tk. 264.28 crores to Tk, 1533.00 crores. Consaguent upon the
revision the allocation to diffarent sectors was adjusted without any major
change in the case of priotily projacts.

130. The Budget estimates for 1981-82 envisage revenue recelpts at
Tk, 2862.05 crores on the basis of existing taxes and expenditure {non-
development) at Tk. 1662.40 crorés thus showing a revenue surplus of
Tk, 1199.65 crores. Of the total revenue receipts, Customs duties are
estimated to yield Tk. 950.00 crores, Excise Tk. 463.00 crares. Sales Tax
Tk. 405.00 crores and Incoma, Corporation and Agriculture Incoms Taxes
Tk. 260.00 crores. Of tha total expenditures, Defence Services account Tor
Tk. 30B.51 crores and Education Tk, 220.91 crores. Other important allo-
sations include Rallway {Tk. 133.70 crores), Police (Tk. 89.1% crores).
General Administration (Tk.61.567 croras), Health Services and Family
Planning { Tk. 90.94 crores ) and Other Expenditures {Tk. 168.76 crams).
The unforeseen expenditure in the budget has been placed at

Tk. 65.00 crores.

131. Thesize of the Annual Developmanat Programme for 1981-82
hag besn estimated at Tk. 3016.00 crores. OQut of this total. an amount
of Tk. 41B.10 crores (13.87%) has besn allocatad for Agriculture,
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Tk. 450.B0 crores (14.85%) for Flood Control and Water Resources,
Tk. 325.60 crores (13.12%) for Industries, Tk. 421.21 crores {13.97%) for
Tramsport and Tk. 313.20 crorés (10.39%) for Power. The allocations for
Housing and Physical Planning, Education and Training, Natural Resources,
Population and Family Planning and Healih stood at Tk. 197.55 crores
(6.55%4), Tk. 134.70 crores (4.47%). Tk. 127.90 crores (4.24%), Tk. 34.40
crores (3.137{) and Tk. 84.08 crores (2.79%)) respectively. Rural Develop-
ment and Establishment secior with an allocation of Tk. 85,00 crores
accounts for about 3.15%] of the total outlay.

132. The development budget for 1981-82 envisages a totsl foreign
assistance of Tk. 1816.14 crores or 64% of the total outlay as against BE%
in the preceding yzar (rovised astimata).

Mew Tax Efforts :

133. Some of the important new tax efforts during 1981-82 are as
vndar :

I. Raw matarials imported under the Wage Earners® Scheme
IWES) were allowed a duty concession of 405 of the elfec-
tive rates, This concessionary rate placed the importers
under cash licence in 8 disadvantageous pozsition and as a
result, many Import licences  remained unutilised. In view
of this, the Taxation Enguiry Commission (TEC) sugpestad
gradual withdrawal of this concession. Besides. soma
durable consumer goods wsed by the well-to-do people
alzo enjoyed concessionzl rates when imported under WES,
Again, some items enjoved the concessionary rate meant for
raw materials, though these were not fully used as raw
materials To remove these enomalies, the following
proposals have been made :

a) It has been proposed to reduce the extent of con-

cession on raw materials imported under WES from
existing 40% 1o 25% .
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b) It has bean proposed to withdraw the concessionary
rate for raw materials from items like snowcem colour
paint, tools and workshop equipments, sand, glass and
emery paper, domar batu, photographic films, PVC
and adhesive tapes, paint brush-all sorts. condensed
milk in retail packing, ball-point refill, atc,

g) It has been proposed to withdraw the existing con-
cessionary rales on  refrigerator,  deep-freszer,
gas and electric cooking range, pressura cooker,
washing machine, cassettae recorder and tapes thereof,
if imported under WES,

d} It has besn proposed to accard the concessionary
rate of duty Tor rew matarials to M. 5. Blllets,
when imported under WES,

In line with the recommendaticns of the Taxation Enguiry
Commission and in view of the urgent nesd for greater
mobilisation of resources |1 has been proposed 1o mpose
exclse duty of 10% ad valorem on wooden fumiture,

A considerable evasion of taxes took place in the area of
imparts, particularly under the Wage Eamers’ Scheme, Often
it became difficult 1o trace out the actual importers. In
order 1o meet the problem of evasion ol fax and 1o
facilitate timely collection, it has been proposed, in
accordance with the recommendation of the Taxation
Enquiry Commission, 1o provida for deduction of income-
tax at tha rate of 2‘.'2'}{, on tha C & F value exceading
Tk. 1,00.000 of all Imports including those under WES save
and except foodgrains, fartilizer, POL, plant and machingry
and imports under industrial licences. The tax will be
allowed as cradit against the liability of the relevant
assessmant year.
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134.

IV, The rates of court fees virtuglly remained unchanged since
1860, Apart from thie fact that the cost of adminizstering the
Court Fees Act hes gone up necessitating a revision of the
rates, simplification and rationalization of the rate struciure
in regard to court fees was also congidered necessary;
On the recommendations of the TEC it has been proposad
to substitute the existing schedules by simple and
rationalised rate schedules.

The other notable fiscal measuras of the budget for 1881-82 are

summarised bealow :

A. Customs Duty :

1.

In order to protect domestic enginesrng indusiry against  unevon
compatition and to place them on sound footing, concessionary
rate of duty of 207 with no sales tax on the imparted machinery,
componants, accessories end spares has been proposed to ba
withdrawn {-}-Tk. 15,72 crores).

Duty on components and spare parts of domestic sewing machines
has been proposed to be reduced from 753 1o 365,

Propozal has been made to reducs the extent of concassion on
raw materials imporied under WES from 407, of the effective rata
to 267 of the effective rate (+Tk, 0.80 crore).

Tarlff valus on all typez of fabrics has been proposed to be
enhanced by 102{-15% {+Tk. 4.10 crores}.

Duty on yarn.of man-made Hbre has been proposed 1o be reduced
to 60% from 60%, when Impaorted under normal llcences, and to
30% from 3555 if imported under 1the WES [ =Tk, 1.80 crores).
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1.

Duty on tyres and tubss of automotive wvehicles has besn pro-
posed to be reduced to 753 from 100% (—Tk, 1.75 crores).

Proposal has been made (o impose development surcharge(@ 1%
ad valorem on al] dutiable imports (4-Tk, 33.50 crores),

Duty an colour T. V. of a screen size not more than 19* and of a
gcrean size exceading 197 has been proposed to be reduced from
Tk, 3,000 and Tk. 4,500 to Tk. 2,000 snd Tk. 3,000 respectively
[—=Tk. 0,10 crome).

Duty on cotton fabrics like jeans, broken jeans, twll, denim,
corduroy. sheseting and bed-sheeting of width exceeding 45
furnizhing and upholstery in which the percantage of cotion is
85% or more by weight has been proposad to be refized at 12573
from 307, 752, and 150%; (4 Tk. 0.65 crora)

Proposal has been made to withdraw full exemption on ocean
going vessels having capacity of 7,000 DWT and to impose a duty
e 21;2[’.{ and to reduce the rate of duty on aircrafts from 3% to
21}':31. {4 Tk. 0.50 crore).

B, Excize Duties:

11.

12,

It has been proposed to merge the existing duty and salas ax on
paper, paper board, jute manufactures and to refix a single rate of
excise duty oneach of these items afier giving relief in some cases,
at therate 157, on paper and paper board, 35% on Jute carpets,
25%, on all other jute products, snd Tk. 1250.00 perton on
Bitumin {4 Tk. 23.01 crores).

Considering the large investment needs for the gas sector for
future expansion, and the prce advantage enjoyed by tha



13.

14.

consumers compared to other fuels, It has been proposed to
enhance duty on natural gas from Tk, 4.60 to Tk. 6.00 per 100
cit, used in the generation of power and manufacture of fertilizers
aad from Tk. 500 to Tk. 1400 for other wsss. Proposal
has alzo besn mada to impose duty at the rate of Tk. 6.00 par
Imperial gallon on condansate obtained in the gas fislds in the
process of extraction of gas. This proposal has been made 1o
check windfall profit of the gas ¢ompany &5 the product is
obtained spontaneously without incurring any extra  cost
{+Tk. 24.71 crores).

It has been proposed 10 reduce the duty on metal conisiners and
wires and cables from 30% to 25% ad valorem (—=Tk. 1.58

chiaras).

It has been proposed o enhance duty on mild steel products
from Tk. 250,00 to Tk. 500.00 per ton {+ Tk. 500 crores).

It has been proposed to mearge the sales tax of 20% with the duty
on narcolics and liguar (< Tk. 2.00 ¢crores).

C. Income Tax :

16,

T

In view of the inflationary situation, the exemption limit of
Income-Tax has been raised to Tk, 15,000.00 from the existing
Tk. 12,000.00 in order to give relief to. the lower Income group

of parsons.

In arder to bulld up & favourable investmant climate in the private
secior of the economy 11 has been proposad to exempt Unil certi-
ficates fssued by the Investmant Corporation of Bangladesh
lipto the value of Tk. 2,00,000.00. '
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18. It has been propozed to deduct incomse-tax at source @ 10% on
the commission receipts of all indantors.

18. Repair charges in respact of houss proparty income are now allo-
wed @ 1/6th of the bonafide annual value of such property.

Having regard to the higher cost of building materials as wall as
the fact that residential buildings unlike commercial buildings are
not eligible for depraciation allowance, i1 has been proposad to
enhance the allowance for the cost of repairs of residential houses
from 1/6th to 1/5th of the bonafide annual value of =such

proper ties.

135, The Railway Budget fortha year 1981-8B2 anvisages revenus
aar;inga at Tk, 133.72 croras {including Tk, 17.22 crares additlonal reve-
nue) end revenue expenditure at Tk. 130,38 crares thus leaving a nominal
surplus of Tk.3.34 crores. This compares with ravenue receipts of
Tk.104.26 crores and revenua axpanditure of Tk, 10298 crares, in the
original budget estmate Tor 1930-81 leaving an expecied surplus of
Tk, 1.28 crores, The owverall surplus for the year 1981-82 has been
estimated to ba Tk. 2.00 fakhs only a3 against the marked deficit of
Tk. 18.63 crores in the revised Railway Budget for 1980-81, The Increase
in revenue expenditure In the revisad budget as compared to original
budget was dua to the rise in the prica of fusl. snhancemant of pay scales
and increase n mainlenance cosls,

136. The following are the salient features of the Railway Budget
for 1981-82 :

1. The budget estimates revenue receipts and expenditure at
Tk. 133.72 orores and Tk.130.38 crores  respectlively for 1931-32
as againsi the revised revenue receipts and expenditure for
1878-B0 at Tk. 105,00 crores and Tk, 123.69 crores respactivaly.
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2. Tha proposed rize in the passengers’ fares of First Class, Second
Class and Third Class would be 753, 40%] and 207 respectively.
The freight rates for luggage and parcel have also been proposed
to be increased by 30% and 209 respectively. From these
measures, Tk. 17.22 crores are expectad to be earned.

3. The minimum railway fare would be Tk. 1.00 and the proposed
passenger fara would be 12.5 poisa per passenger per mile.

4, The Annual Development Programme for Railway during 1981-82
hes been fixed &t Tk. 113.21 crores for 45 ongoing and new
projects. This amount would be available from project aid
[Tk. 51.21 crores) and from local currency ( Tk, 62.00

CTOTESE ),

B. Some lmportant projects to be completed during 1981-82 are ;

{i) Railway line from Choudhurihat to Chittagong, (i} manu-
factura of 24 passenger carriages and 160 wagons, (iii)
building of a new Railway station near the Kurmitola Inter-
mational  Airport, (v} construction of double line
between Dacca and Maravanganj and (v} Introduction of
elactric traina between Dacca and Narayangan).

137. Mo new Public Loan was floated by the Governmant of Bangla-

Government desh during ths year ended 30th June. 1931. The only outstanding

Borrowings Goverament loan is the 54° Losn—1982 floated in October, 1972 amount.
ing to Tk. 63,75.01,000.

138. The three-month Government Treasury Bills @ 9% discount
per annum stood as on 30th June, 1981 at the same level of Tk, 57.03 crores
as on 30th June, 1880. These Bills were re-issued every 90 days.
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138, The Special Treasury Bills @ B 1,|'-=:11 dizcount per annum offered
for sale to Man-Banking Institutions stood at Tk. 12.8%,55.000 as on 30th
June; 1881 as against Tk, 13.71.05.000 as on 30th June, 1980.

140. The E'."iﬁ-':, Special Treasury Bills created 1o replenish the cash
balance of the Gowvernment increased to Tk, 1,191.00 crores as on 30th
June, 1981 from Tk, 603.00 crores as on 30th June, 1880. The Ways and
Means advance of the Bank to the Government as on 30th June, 1981
remained unchanged at Tk, 20,00 crores,

141. The &) Incomea Tax Bonds of the erstwhile Pakistan Govarnment
held by Bangladesh Nationals/Institutions, liabilities of which have been
acceplod by the Govermment of Bangladesh and have been revalidated for
the face value stood at Tk. 74,85,350 on 30th June. 1981 the same as on
30th June, 1880,

142. The amounts of G.P. Notes/Stock Certificates of the eratwhils
Pakistan and ile provincial Government loans and 5%, Defance Bonds held
by Bangladesh Mationals/Institutions, liabilities of which have béen accep-
teed by the Gewvernment of Bangladesh but swalling redemption stood at
Tk. 6.98.01.500 ason 30th June, 1981 ez against Tk 7.59.10,100 as on
30th Juma, 1980.

143. The amounts of &Y MNon-Megotiable Bonds izsued by the
Government of the People’s Republic of Bangladesh to the Share holdars
of Nationalised Industries a3 compensation stood at Tk. 11,52.56,083 99
as on 30th June, 1981 ssagainst Tk. 10,13,B6,877.52 as on 30th June,
1880, OQut of thizs, payment of maturity value pavable in instalments from
1af July, 1879 has been made for a total of Tk. 2.56,55,786.03 upto 30th
June, 1981 as against Tk. 1,14,07.507 .36 upto 30th June, 1980

144, The amounts of BY, Bonds issued by the Government of Peopla‘s
Republic of Bangladesh ageinst 100 Taka demonetised MNotes stood at
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Tk. 1.58.890,400 as on 30th June. 1981 as against Tk 1,41.40,300 as on

30th June, 1980,
Bangladesh
ﬁ':;‘g:f:ﬂcnf_l: 146. The net outstanding of both Bangladaesh Savings Certificates and
Banglodesh Bangladesh Sanchaya Patras sold through the banks stood at Tk, 4.87,17,385

ﬁi’;f;':‘“ as on 30th June, 1981 as against Tk. 7.98.83.180 as on 30th June, 1980,

146. The net sale of Pratirakkha Sanchaya Patraz through the banking
sector amounied to Tk, 60,28,17.585 ason 30th June, 1281 &3 against
Pratirakkha Tk, 39.28.36,865 as on 30th June, 1980, Sales and encashments of Prati-
E::‘;E;E"'E rakkha Sanchaya Patras during the year under report waere Tk. 31,74,69,790
and Tk, 10.77.84,070 respactively. The net sale of Pratirakkha Sanchaya
Patras through the Post Offices stood at Tk, 11.93 crores in 12980-81 as

ggainst Tk, 7.68 crores in 1973-80.

147. The net sala of Bonus Sanchaya Patras through the banking
sector amounted to Tk, 3.59.59.660 az on 30th June. 1381 as agangt
Tk. 1.86,09.570 as on 30th June, 1980. Sales and encashments of Bonus
E‘E";‘fﬁm Sanchaya Patras during the year under report were Tk, 2,31,42,540 and
Patras Tk, 58,72.460 respectively. The net sale of Bonus Sanchaya Patras through
the Post Offices stood at Tk, 2.06 crores in 1980-81 as compared to Tk, 1.80

crores in 1973-80,

148. The net saie of 5-ysar Bangladesh Sanchaya Patras through the
banking sector amounted to Tk. 4.41,78,600 as on 30th June, 1981 as
';;';f_,f‘lld“h against Tk. 4,36,66,000 as on 30th June, 1980. Sales and encashment of
Sanchaya S-year Bangladesh Sanchaya Patras during the year under report wears
i Tk. 1.17.74.490 and Tk. 1,12,61,890 respectively. The netsale of 5-year
Bangladesh Sanchaya Patras through the Post Offices stood at Tk. 0.38 crore

in 1980-81 as against Tk, 0.92 crore in 1979-80.

143, The 10-Taka Bangladesh Prize Bonds Schems introduced in
June, 1974 contineed during the year. Progressive net sales of Prize
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Bonds amounted to Tk. 85.24.63.780 on 30th June. 1981 as compared 1o
Tk. 7.25.91,970 as on 30th June, 1980. Twenty four series of Prize
Bangladesh Bonds,namely A, B, C. D. E. F. G, H, L, K.LLM, N.P.Q.R 5. T. U V¥
Prize Bonds gnd Bengall Series KA, KHA, GA and GHA have baen put on sale upto 30th
Juna, 1881. 38 bi-monthly prize draws have bean held so far under single

commaon d raw system-

Bale.f 150, Ascheme of sale of Prize Bonds and different types of Sanchaya

Savings Ins- Patras in the United Arab Emirates (U. A. E.} was introduced from Movem-
;':n";';':;:ﬂ;ﬂ ber, 1979 through the Janata Bank branches there. Upto 30th June, 1981
Wage Earnars Prize Bonds and Sanchaya Patras warth Tk. 69.850.00 and Tk. 79.600.00

i’;“""g reapectivaly ware sold to the Bangfiadeshi Wage Eamers samving in the
roda
U. A E

161, The Wage Earners Development Bond for Bangladeshi Wage

Wage Earners Earners serving abroad was put on sale with effect from 24th February,

E::i’:'“‘ma“t 1981. The amount of bonds sold by different banks stood at
Tk, 46,63,000.00 upto 30th June, 1981,
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BALANCE OF TRADE AND PAYMENTS

1562, The balance of trade (i o.b. basis) of the country showsed
deterioration during the year 1980-81 as the rate of growth in imporis
exceaded that in exports. The deficlt on the Merchandise Account (L. e.,
visible exports less visible imporis) increased to Tk, 2.490.42 crores during
the year from Tk. 2,107.50 crores during 1879-80. Imports during the
year under report stood-at Tk, 3,808.22 crores, which wers Tk, BE0.0Z
crofes or 16.88 per cent higher than those during the previous year. Of the
total, imports financed by Cash, Barter and Special Trade, Wage Earmers®
Scheme, Loans/Credits and Grants amounted to Tk. 1,653.64 crores
(40.792). Tk, 142,66 crores (3.752]). Tk. 482.06 crores (12.66%),
Tk. 768.03 crores (20.17%) and Tk. 861.94 crores (22.63°%) respectively
Long-term loans /credits recaive from Foreign Governments,Insti tutions etc.
were utilised for imports under food {Tk. 46.35 crores), non-food project
(Tk. 434,90 crores) and non-food non-project (Tk. 286.78 crores). Food
and non-foed imports under Grants during the year stood at Tk.  240.65
crores and Thk. 621.29 crores respectively. Receipts from exports (including
those from Singapora) rose from Tke 1.150.70 crores during the previous
year to Tk. 1,217.80 croras during 1980-81 danoting increase of Tk.167.10
crores or 14.52%,. The export pattern continued to ba dominated by
raw Jute (Tk. 200.54 crores) and Jute goods (Tk. 636.95 crores), together
accounting for 63.553 of total export earnings during the year. The
Services Account (i. &, Invisible receipts less invisible peyments)

showed & deficit of Tk. 368.66 crores during 1980-81 as compared to
that of Tk. 428.00 crores during the preceding year.

163. The overell balance of payments during the year 1980-81
recorded a deficlt of Tk, 416.54 crores as compared to Tk, 30897 crores
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deflcit during 1979-80. The rise in deficit in the overall balance reflected
d rise In deficit under Goods and Services account and decreased Inflow
undar capital account partly offset by an incraased Inflow under Unregui-
ted transfers. Unrequited transfers showed an inflow of Th, 1,675.56
crores during the wear 1980-31 as compared o Tk, 1.454.00 croros
during the preceding year. Of the total, net receipts under “Official Trans-
fers’” and “Private Transfers were estimated at Th. 1,076.6% crores and
Tk, 698.95 crores respectively., MNet capital Inflow doring 1980-81
was estimated at Tk. 766.98 crores as comparad with Tk. 77259 crofes
during 1979-80,

154, The convertible foreign exchange resarves held by the Bangla-
desh Bank which stood at Tk, 403.19 croros at the end of June, 1980
increased to Tk, 58416 crores at the end of March, 1981 due mainly
to drawings under EFF and SFF of IMF. The resarves deteriorated during
the following quarter as Import paymanis plcked wp  and stood at
Tk, 45088 crores as on the 30th Juns, 13317,

156, The commodity terms of trade of the country is given by the
ratio of export prices to import prices and shows the different values of
imparts which could be received in exchange for given volume of expaorts
on the basis of price relations alona. The income terms of trade measurps
changes in Income earnad, on actount of exports through the change in
commodity terms of trade, This., therafore, measures the country’s import
capacity (i. 8., purchasing powear of exports}in terms of exports alone.
The movement of the estimated terms of trade of Bangladaesh in recent
years 1% shown below :
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COMMODDITY AND INCOME TERMS OF TRADE OF BANGLADESH
[ BASE : 1975-76 =100 )

Expaort Import | Commodity Expaort 1nmma_
Pariod price price tarms of valume terms of

Indax Index | trade | Index trade
18976-77 104.02 80.84 114.51 103.48 118.49
1977-78 122.81 8238 14818 102.63 162.07
1978-79 1653.39 100,14 153.18 898.75 151.26
1878-80 191,860 127.44 150.35 97 .95 147.27
1980-81* 17875 163.24 107.66 107.70 11595

-" Provisional.

156. 1t may be abserved from the above table that our export-based
capacity to import (i.e., incoma terms of trade) deteriorated during the last
three years 1978-79 through T980-81 as compared to the year 1977-78,
The income terms of trade had shown signiflcant improvement In the previous
twa yvears 1978-T7 an 1877-78 with the Index (1875-76= 100} moving
upto 118.48 in the former and 15207 in the latter year. The improvemeant
in incoma terms of trade in 1976-77 was mainly due to a gain in commodity
terms of trade, although some increass in export volums also partly accoun-
ted forit. The galn in incomsa terms of trade in 1377-78 as compared to the
precading year gntirely raflected the Increase In commodity terms of trade as
the export volume declined during the year. The deterioration in 1978-79
as compared to the preceding year was due entirely to a sizeable decling In
export volume as the commadity terms of trade improved during the year.
The deterioration in 1979-80 was the result of a decling in commodity terms
of trade as well as a small decline In export voluma. The sharp deterioration
in the year 1980-81 was mainly due to the decline in the commodity tarms
of rade as the export volume increased by about 102 over tha last year.
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FOREIGN AID

187. The foreign aid disbursement at § 1147 million during 1980-81
recorded a fall of B8.14 per cent from the level of 5 1222 milllon in 1979-80,
An amount of § 333 million was disbursed as commodity aid during
1980-B1 as compared with § 378 million of the previous year. Disbursement
of Project aid increased by 13.93 per cent to § 560 million during the year
from § 482 million in 1979-80. Food aid. on the other hand, fell by 48,17
per cent from 3 374 millien 10 5 194 million during 1930-81. The disburse-
ment of foreign aid during 1908-81 slongwith the comparative figutes of
previous yeara is shown in the table below ;

DISBURSEMENT OF FOREIGN AlD
{Milfion US Doliar §

Category/Year  l1a76-77 | 1977-78 | 1973.79 | 1978-80 | 1980-81
Food Aid 122 178 179 374 194
Commodity Ald 192 351 470 378 o Lo
Projact Aid 159 276 368 470 B&0
Cash 1 23 12 Mil Mil
Total ; B3k B28 1029 1222 1147

168. The figures in the above table refer to grose foreign aid dis-
bursement. The repayment of foraign aid (excluding repurchases in respect
of drawings from the IMF) made by the country during the year was estima-
ted 1o be 5 44 million in addition to inlerest payment of & 47 milllon. Thus
tha net inflow of foreign sid amountad to § 1062 milllon in 1980-81,
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TRANSACTIONS WITH IMF

160. The International Monelary Fund approved on 8th December,
1980 a total amount of SOR 80000 million for Bangladesh : SDR 319.30
million under the Extended Fund Facility and SDR 480.70 million under the
Supplementary Financing Facility. Under the amrangements, Bangladesh
received SDR 220.00 million in three instalments during the year under
raportl.  In the first Instalment. SDR 114.00 million wes received on 19th
December, 1980, The second and the third instalments of SDR 53.00 million
each were received on the 13th February, 1981 and the 4th June. 1981
respectively. Besides, Bangladesh also received SDR 6.00 miilion on 1st
August, 1980 and SDR 0.47 million on 31st March, 1981 under the Trust
Fund Facility.

161. Bangladesh also received SDR 15.680 million as the final instal-
ment of the Third Basic Period of SDR Allocation on 1st January, 1981
In addition, Bangladesh recelved SDR 6.08 million under the distribution
programme of the gold sales profits during July, 1980 and SDR 1.18
million as subsidy for drawings under the 1974 and 1975 Oil Facilities.

162. Bangladesh made the following repurchases/payments to IMF
during the yvear 1580-81:
{In million 5DRs }

T | Yearof = | Amount

T'.rp&s_nf the Facilities - | Purchase | Repurchased
Second and Third Credit Tranches 1976-76 10.75
Compensatory Financing Facility 1876-77 23.60
Fayment on account of Second
Amendment of the Fund Articles
coming into force —_ 15.04
Payment for Ouota increasa
under the 7th Ganeral
Review = 18.00
01l Facilities 1974-76 23.01

Total : 81,40
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163. Outstanding drawings of Bangladesh from  the Internationsl

Monetary Fund stood at SOR 409,07 million at the end of June, 1981 as
against SDR 273.94 million at the end of June, 1980,
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TRADE POLICY

164. Efforts o boost up exports continued with added momentum
during the year 1980-81. While the special incentives given earlier 1o the
export sector contlinued, measures waere taken to rationallse some of those
during the year under report. A flat rate of export rebate on customs and
gales and oxcise taxes was introduced and the procedurs gowverning the
grant of such rebates was simplifiad for Some major export items. This
would help increase export earnings by facilitating expeditious settlement
of claims for duty drawback on export 1o the exporters-cum-manufacturers.
On the financing front, even aftar the upward revision of interest rate struc-
ture with effect from October 16, 1980, credit for export was allowed at a
concessional rate of 12 per cent a3 against the general lending rate of 15.5
per cent.

165. The Government has also modified the existing Export Perfor-
mance Licencing Scheme (XPL) in order to simplify and provide adeguate
incentives to the exporters, particularly of nen-traditional items.  The XPL
system was introduced on 1st July, 1976 with the main objective of broa-
dening the export base by increasing the overseas competitiveness of
exporters who were facing difficulties due to rise in domestic costs as waell
a5 those whose products had a high parcentage of import content. As many
as 76 items eligible for XPL were divided into four groups enjoying XPL
rates ranging from 10 to 40 per cent. Under the ravised system, the four
rates of XPL entitlements have been reduced to two ; one group with 40 per
cent and the other with B0 per cent entilemaent. Five new items, viz., electric
motor, light engineering products, electrict cables, rape seods. meal
powder, and tortoise snd turtle have also been made eligible for XPL,
thus raising tha total number to 81. Ithas also been decided to expand
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the existing list of items importable under the XPL/Wage Earners® Scheme,
Furthar, under the revised XPL system, the entitlement would be provided
in the form of Import Entitlemant Certificates to be issued by the Bangla-
desh Bank on the basiz of proceeds realization certificate or negotiation
certificates and other shipping documents submitted by the exporiers
through the commercial banks. These certificates will be denominated in
pound sterling or U.S, dollars as the exporiers may desire. These certifi-
cates will also be freely transferable simply by endorsement duly attested
by the exporter's bank. The final buyer or the transferee would be entitied
to apply for impartlicence for the items importable under the XPL/Wage
Eamers® Scheme.

166, The XPL system by mow attained remarkable success in achiew-
ing 115 objectives. The list of items eligible  for XPL entitlement has baan
ingreased steadily from only 40 items in 19756-76 to 31 items in 1980-81,
The amounts of XPL issued increased from only Tk. 11.64 lakhs during July-
December, 1976 shipping period to Tk, 17.32 crares during July-December,
1880, During the financial vear 1980-81 value of licences issued stood at
Tk.38.95 crores as compared to Tk. 42.91 crores during 1979-80.

167. As against the export target of Tk. 1500.00 crores for 1980-81
the valus of exports [excluding re-exports: from Singapore) during the
vear stood at Tk. 1151.02 crores which was Tk, 26.86 croras higher than
the export eamings of Tk. 112416 crores during the previous year, Total
earnings from exports fell short of the target due mainly tofall in expaort
prices as a result of wide-spread and prolonged recessionary situation in the
world market. During the year undar report the unit price of raw jute
declined by 11.45 per cent and those of jule goods, leather and Trozen food
declined by 11.43 per cent, 53.10 per cent and 10.20 per cent respeclively
as comparad 1o the prévious yvear.

168, The composition of the export eamings during 1380-81 shows
that jute goods continued to figure as the largest single export [tem
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Import Policy

accounting for Tk.587.51 crores (51.04 per cent of the total) followed by raw
jute withTk. 194,23 crores(16.88 per cent) sz compared to Tk. 606.67 crores
(63.97 per cent) and Tk, 22212 crores (19.76 par cent) respectively during
the preceding year. Jute and jute goods together accounted for 67.92 per
cant of total exports during 1980-81 as against 73.73 per cent during 1973-80,
Earnings from non-jute items during the vear under report stood at Tk, 369.23
crores (32,08 per cent) showing an increase of Tk. 73.86 crores or 26.01 per
cent over tha previous year's saming of Tk. 295.37 crores. Export eamings
from tea during the year at Tk. 66 48 crores (5.78 per cent) was Tk. 15.48
crares higher than Tk, §1.00 crores (4.54 per cent) during 1979-80. Eamings
from frozen food and tanned and semi-tanned leather during 1980-81 stood
at Tk. 54.92 crores (5.64 per cent) and Tk. 92.48 crores (8.03 per cent) as
compared to Thk. §7.34 crores (5.10 per cent) and Tk 101.47 crores {(9.02
per cent) respectively during 1879-80, Cther items of exports fotched
Tk. 14535 crores {1263 por cent) as compared to Tk, B5.58 crores (764
par cant) during the precading year.

169. Thea Import Policy for 1980-81 simed at ensuring adequata avail-
ability of industrial raw-materials and consumer goods during the year, Thus
efforts were made to allocate funds for industries as per their entitlements
and liberalize the commercial imports by introducing soma new mMessures
such as inclusion of mara jtems undar OGL and Wage Eamars® [XPL Schams,
reduction in import registration fee, and raising the minimum import
ceiling ete,

170. As against the total allocation of Tk. 2,600.00 crorez under the
Import Policy for 1980-81 asctual utilisation (licence) durlng the year stood
at Tk. 2,546.46 crores. This compared with the utilization of Tk. 2,057.80
crores during 1979-80. Of the total utilization during the year under report,
Tk, 1.500,00 crores (53.90%0) wara Tinanced from cash foreign exchange
regources ; Tk. 42600 crores [ 166970 } wera financed from commodity
aszistance ; Tk. 140.99 crores (5.54%) from barter and Tk, 48047 crores
{18.87%) from the Wage Earners’ Schema. The sectoral shares in the total
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utilization were a3 follows | Commaercial Importars Tk, 505,88 crores, Indus-

trial Consumers Tk. 475.16 crores, Sector Corporations Tk. 518.64 crores.
POL Iterns Tk. 800.14 crores and Others Tk. 246.64 crores.
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TRADE AND PAYMENTS AGREEMENTS

171. Bsngladesh entered into seven new trade agreements with
different countries durlng 1920-81. An eqgual number of sgreements were
alzo signad during the preceding year. Under these agreementis, the ax-
ports from Bangladesh consizted mainly of raw jute. jute goods, tea, hides
and skins, newsprint and somea non-traditional items.  Imports into Bangla-
desh generally comprised machinery and equipment, pharmaceutical raw

materjalz, drugs and medicines, dyes and chemicals, cosl, pig iren. M. S,

billats, ball baarings. raw coiton eto.

The table below gives a brief des-

cription of the agreements signed during the year 1980-81 :

Data of

_ -

Value of commaditisg to

Agrasment Country/Party be exchanged each way
31.10.80 DPRE (Barter Agreement No. 3) £ 5.20 million
6.11.80 TCB—Comitrade Lid, of

Switzerland {Special

Trade Agreement) U3 5 4.00 milllon
6.2.80 Czechoslovekia (Barter

Agreement Mo, 6) us 5 10.70 milllon
11.2.81 Bulgaria [Barter

Agreement No. 8) Us § 24.00 million
20.2.81 LL5.5.R. (Barter

Agresment No. 10) Value ceiling not available
13.4.81 TCB-Gulfeast International

(PTE) Ltd. of Singapore

{Special Trads Agreement) US § 5.00 million
25.5.81 TCB-A, B. Sukab of Sweden

{Trade Promotion Agreement)

uUs § 500 milllon
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TRENDS IN EXPORT COMMODITIES

172, Production of raw jute during the 1980-81 season stood substan-
tially lower at 47.83 lakh bales as compared to 66.73 lakh bales in the prece-
ding seazon. The 1380-81 season, however, started with a larger carrvover
of 42.20 lakh bales of raw [ute as compared to 23.22 lakh bales in the prece.
ding season, Total availability of raw jute, including the cammyowar, thus stood
a1 30.03 lakh bales during 1980-81 as compared to 90.05 lakh bales in the
preceding season. Acreage under jute cultivation during the season is esti-
mated to have decline sharply by 26 per cent to 14 lakh acres from 19 lakh
acres during 1979-B0 due mainly to lower price of raw jute at the growers
level. The peracre yleld of jute during 1980-81 stood slightly lower at 3.4
bales as compared to 3.6 bales in the preceding season,

173, While the production of raw jute In the country during 1980-81
declined by about 28 per cent a3 compared to the previous year, the price
situation both in the internal and edtwrnal markets remained deprossed due
mainly to the economic récession in some major consuming countries of tha
world. Although various policy measures, including the reduction of export
duty on “D-grade jute and below* from 8.50 per cent FOB ad velorem to B
par cent FOB ad valorem wers adopted during the year to boost up exports,
the country had to face stff competition, particularly in respect of jute of
lower grades from China, Nepal and Thailand. As a result both tha volumea
and value of raw jute export recorded declines during the year. Actual exports
of raw jute stood at 19.44 lakh bales or 78 per cent of the target of 25 lakh
bales fixed for the 198087 season. The sverage export price of raw jute also
E-tcpdluwar at Tk. B838.28 per bale duning 1380-81 as compared (o Tk. 1.128.65
per bale in the preceding vear.,
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174, Ne Statutory Minimum Price { SMP ) was in force during the
1280-81 season. The proportion of inferior guality jute was substantially
higher during tha season due mainly to the adverse weather conditions and
lack of proper retting facilities. The phased purchase programme of raw jute
by the Public Sector Corporations in the event of abnormal fall in price was
also hampered as they had already accumutlatad a sizeable stock of inferior
quality raw Jute in the preceding season. The private sector jule wraders also
faced some constraints in disposing of their jute in the extornal markats on a
regular basis, Asa result, the annwal average price of unassorted loose jute
in the primary markets during 1980-81 stood lower at Tk, 106.95 per maund
a% compared to Tk, 114.47 per maund in the previous seasan.

176, Buffer stocks of 4.30 lakh bales of low quality raw juta { SMA
grade ) worth Tk, 30.00 ¢rores held by the Bangladesh Jute Marketing Cor-
poration and Bangladesh Jute Trading Corporation during 1973-80 could not
be disposad till the close of the 1980-81 seazon. The internal purchase pro-
gramma of raw jute by the public sector trading corporations was hampered
during the season duzs mainly to storage prablams.

176. Ardvals of raw jute in the country's secondary markets during
1880-81 season stood substantially lower at 36,25 lakh bales as compared
to 54,35 lakh bales in the previous season, reflecting a smaller harvest of
jute crop as well as lower price in the internal markets.

177. Exportsales registration of raw jute stood higher a1t 25.19 lakh
bales during 1980-81 as compared to 22.89 lakh bales in the prévious year.
With a view to boosting up sales and shipments of lower grades of jute the
enforcement of Minimum Export Price Check {MEPC) on lower grades of
jute remained suspended. The system of registration of export sales of
these grades with the Bangladesh Bank was, howsver. maintained. The
actual shipment of raw jute during the 1980-81 season stood marginally
lovwer a1 19.44 lakh bales a3 comparad to 19.68 lakh bales in tha preceding
gaason, Total foreign exchange earnings from export of taw jute during
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Jute Goods

1980-81 stood substantially lower at Tk. 194.28 crores as compared 1o
Tk. 22212 crores dus mainly o lower export prices In the overseas markets.

178. Prices of raw jute in the terminal market at Marayvanganj
remained generally steady during the greater part of 1880-81. The price of
white X-Bottom grade (Kuwcha bale) which stood st Tk. 115.00 per maund
on the Ist July, 1980 increased to Tk, 120.00 per maund on tha 23rd
Cciober, 1980 and further to Tk, 130.00 par maund on the 4th Movember,
1980. Thereafter, the price remained unchanged till the cloze ol June,
1881. The price of BWD grade in the pucca bale section which had stood
at Tk. 760.00 par bale on the st July, 1980 increased to Tk. 810.00 per
bale on the 23rd October, 1880 and further to Tk, B50.00 per bale on the
4th Movember, 1980 and remained unchanged at that level 101 June 30,
1981.

1789, The minimum export price of BWC grade which stood at £ 164 par
ton on the [st July, 1880 increazed to £ 176 per ton on the 5th September,

1880. Thequotation increased to £ 178 per tomand £ 183 per ton on the
10th and 27th Ociober, 1980 respecilvely and further to £ 187 perion
on tha 10th Movember, 1980, Thereafter, the price which remained steady
for over six months rose o £ 192 per ton on the 10th June, 1981 and
remained at that level upto 30th June, 1981.

180. Production of juts manufactures in the country’s juls mills
during 1880-81 stood 10.28 per cent higher at 6.07 lakh ons in-1930-81
as compared to 5,45 lakh tong in the preceding season due mainly 1o instals

|ation of some new looms in the private sector, production of more ssckings
in the BJMC mills and introduction of thres shifts in certain jute mills. How-

ever, labour unrest and disruptions . In power supply to the jute mills, parti
cularly in the Khulna Zone, hampered production to some axtent,

181. Export sales regisiration of jute goods with the Bangladesh Bank
stood substantially higherat 6.58 lakh tons during 1380-81 as compared
to 5.16 lakh tons in the previous vear. The aggregate exporis of jute goods
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Tea

during 1980-81 also stood substantially higher at 5.00 lakh tons as compared
to 4.562 lakh tons in the previous year. However, total foreign exchange esm-
ings from the export of jute goods during 1980-81 stood lower at Tk. 587 .51
crores as compared to Tk, 606,67 crores recorded in the previous season,

182. Stocks of jute goods of the BJMC mills (including sold, wnsold
and stock-In-transit) as on June 30, 19871 stood at 0.98 lakh ton &3 coms-
pared to 0.71 lakh ton on the same date of the previous season.

183, The tea industry registered some improvement during 1980-81
after a set-back exparienced in the previous vear. Production of tea at
£3589 million Ibs. during the year reflected a rise of 6.38 percentas
compared to the production of 84,22 million |bs, during 1979-80. Cuality
of tea was also bettar during the greater part of the yesr due to favourable
wadther. Total availability of tea during the T980-81 season including a
carry over of 43.35 million bz, stoeod at 132.94 million Ibs. as against
113.42 million 1bs; which included a carryover of 29.20 million ks, In the

Previoyus season.

184, The Chittagong 1ea market depicied a mixed trend during the
year 1980-81. Although the market witnessed some slackness during the
aarller part of the vear dus 1o shipping difficulties and lack of demand from
traditional buyers like Pakistan and the U, 5. 5. R., prices of most of the
grades of tea registered increases during the latter part of the year due
mainly to increased demand from foreign buyers at the Chittagong auctions
and availability of better quality tea,

185. Inafl, 24 auctions warae held at Chittagong during the 1280-81
geason in which a total guantity of 77.69 million 1bs. of tea was sold at an
average price of Tk, 8.16 per Ib. This compared with 72.23 million 1bs. sold
&t an average price of Tk. 7.28 par Ib. during 1973-80,

186. Both the valume and value of exports of tea recorded increases
during 1980-81- The guantity of tea exporied during the year stood at
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Hides and
Skins

B5.65 milllan 1bs. wvaluad at Tk. 66.48 crores as against 52.86 million bs.
valued at Tk, 51,00 crores during 1979-80. The increases in both volume
and value of tea exports during the year were attributable to improvement

in the guality of most of the wariaties of tea and higher demand for Bangla-
desh tea in the international marksat.

187. The hides and skins market in the country depicted mixed trend
during the year 1320-81. The prices of cow-hides (wet salted heawvy) which
opened at Tk. 7.000—Tk, 11,000 per hundred pieces on July 1, 1980 gra-
dually increased to Tk, B.530 —Tk. 12,500 per hundred pieces on September
15, 1980, Afver ruling sleady at that level for some days. the price declined
to Tk 8.600—Tk. 12,000 per hundred pieces on October 6, 1980. There-
after, the price of cow-hides started increasing and amidst fluctuations,
closed thé year at Tk, 12,000—Tk. 16,000 par hundred pleces. Opening at
Tk. 24,000 —Tk. 26,000 per hundred pleces on July 1, 1980, the price of
buffalo-hides Increased to Tk, 24,000—Tk. 27,000 per hundred pieces on
September 1, 1880, and after ruling unchanged at that level for some tima,
the price gradualiy declined to Tk. 17,600—Tk, 22.500 per hundred pieces
on Movember 3, 1980. The price. however, increased to Tk 18,000-—
Tk. 22 8500 por hundred pieces on November 6, 1980, Thereafter, the price
of buffalo-hides started declining again, and amidst fluctuations, closed
tha yaar at Tk, 12,500—Tk. 15,000 per hundred piecea. The price of shoep
skin which stood at Tk 1,500—=Tk. 1,600 per hundred pieces on July 1,
1980 gradually declined to Tk. BO0—Tk. 1,000 per hundred pleces on October
22. 1980, Thereafter, the price, amidst fluctuations. reached the peak |eval
of Tk. 2.200—Tk. 2,300 per hundred pieces on May 13, 1981 but subse-
guently declined to close the year at Tk, 1.600—Tk. 1,700 per hundred pieces.
The price of goat skins which opened at Tk. 2,500—Tk, 4,500 per hundred
pisces on July 1, 1980 increased to Tk. 4.000—Tk, 6,000 per hundred
piaces on December 8, 1980. The price, however, declined to Th, 3, 500—
Tk. 5,800 per hundred pieces on December 18. 1380. The price of goat
sking started increasing again on the following day and rose 1o Th. 6.000—
Tk. 8.500 per hundred pieces on March 24, 1981. Theraaftar, the prica
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gradually declined 1o close the year at Tk, 3,500—Tk. 6.000 per hundred
pleces.

188. Asin the previous year, bulk of the exports of hides and skins
during the yaar 1980-81 wes in theform of tanned and semi-tanned leathar.
Total earnings. from exports of hides and skins, leather and leathar products
during 1880-31 stood at Tk, 32.64 crores as compared to the export target
of Tk, 142.00 crores for the year and actual earnings of Tk, 10247 crores
during 1973-80. The target could not be achieved due mainly to the subs-
tantial fall in the price of leather in the international markets.

189, Export earnings from frozen food which Includes shrimps. frog
legs and fish stood higher at Tk. 64.82 crores during 1920-81 as comparad
to Tk. 57.34 crores eamed during the preceding year. The export of these
items was hampered by continuad restrictions imposed by the USFDA and
decling in prices in the intemational markat.

180, The rising trend in the earnings from handicraft exports conti-
nued during the year wnder report. Total eamings during the year went up
to Tk. 5.70 crores from Tk. 6.06 crores in the previous year

181, Resdymade garments and specialized textiles which were
declared as the “Exporl ltems of the Year® under the Export Policy for
1980-81 feiched a subatantially higher amount of Tk. 6.41 crotes &8 against
only Tk. 1.7 crores in the preceding year.
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EXCHANGE RATE POLICY

1892, Exchange rates in the world markets continued to exhibit vola-
tility during 1880-81 alsa, The exchange rate of pound sterling. our intar-
vention currency, swung heavily and at times ematically in relation to LS.
Dallar which is Bangladesh's most important transaction curfency.  Pound
Sterling continued to gain strength in relation o LLS. Dollar during the
petiod from July to October, 1980. To restore some degree  of stahility in
the exchange rate of Taka in relation to LS. Dollar and other important
ransaction currencies, Taka valee was adjusted downward thrice during
thiz period, Howeaver, dus mainly (0 the high Interest rate policy pursued
by the U5, Govemment, the: Dollar regained more than i1z ozt strength
against Pound Sterling during most of the remaining period—November,
18380-Juns, 1981, and Taka valua was also adjusted from tima o time 1o
safeqguard the interests of the country.

193. Exchange rate of Taka was thus refixed both upward and down-
ward several times during the year to achieve a relatively stable exchange
rate in respect of & basket of selected currencies 1o which Taka is pegged.
Tha changes in the Taka-Pound Sterling exchange rate during the year are
shown balow :

Period Buying Selling
Ist July, 1880 34,69 el
29th July, 1980 36.25 36.30
13th October, 1980 38.40 38,50
271h October, 1980 38,87 38.97
26th February, 1921 3710 a7.20
23rd March, 1981 37.52 37.62
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Petiod Buying Salling

e s

2ath April, 1881 37.20 27,30
ath May, 1887 36,68 16,748
25th May, 1981 3631 6.4
Ath June, 1281 ak.95 36.05
Bth June, 1981 34.78 3488
19th June, 1981 36.38 35.44
30th Junea, 1981 3487 34497

DEVELOPMENTS IN EXCHANGE CONTROL
Mew Registration Unit of Bangladesh Bank

194, A Registration Unit of Bangladesh Bank was openad at Dinajpur
on 18th July, 1380,

Retirament of Import Bills

195. |twas decided that fmport Bills negotiated under documentary
cradits would ba lodged at the rate of exchange prevailing on the date of
lodgemeant in the books of Authorisad Dealars (ADs) instead of the rate of
exchange pravailing on the date of negatiation of tha impart bilks,

Import on Defarred Paymant Basis

186. Previously, L/C's on deferred payment terms could be opened
only against general or specific  permizsion from tha goverament. |1 was
decided during the period under report that Bangladesh Bank would, undar
special clrcumstances, consider ragquests from the Importers for import on
deferrad payment terms on individual merits.

Import and Export of Bnnula-.‘l-u:h Currency and Foreign
Exchange by Incoming and Outgoing Passangers

197, Bangladesh Bank Issued notification ralaxing the reles regarding
export and import of Bangladesh currencies and forelgn  exchange by
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incoming and oulgoing passengers.  Previously, a pessenger could take out
from and bring into the country Bangladesh Bank notes and Bangladesh coins
not exceading Tk, 20,00 In velue at any one time and could bring in foreign
exchange without any limit subject to declaration of the same to the Customs
in Form FMJ on arrival in Bangladesh. Undar the revised instroctions, (1) any
person may take out fraom and bring into Bangladesh, Bangladesh Bank notes
and Bangladesh coins not excesding in all taka 100,00 in walue at anyona
time, {ii) apesrson ordinarily resident in Bangladesh may take out from and
bring into Bangladesh foreign exchange not exceeding U.5. 3 26 or its equi-
valent without declaration to the Customs, and (1il) 8 person not ordinarily
rezident in Bangladesh, including foreign mationala. may bring into and take
out from Bangladesh foreign exchangs upto U.5. § 150 or its equivalent with-
out declaration to the Customs. Such persons may, however. bring in foreign
exchange without any limit subject to déeclaration of the same In form FMJ 1o
the Customis on arrival in BangladasiT.  Further, if a Bangladeshi wage samar
abroad wishes to avail of the facility of the wage sarner’s benefit, he would
be required to declare hiz entire foreign exchange haldings to the Customs in
the farm FMJ,

Import of Books and Magazines by Individual Usars

198, In order to remove some confusion among the AfDs a5 to whe-
ther import of text and reference books and technical and other magazines by
individual users can be made without L/C cover, the Bank ssued the nacessary
clarification thiat the payment against import of the above items by Individual
{actual) wsers may be made without the cover of the Letter of Cradit subject
to the monetary ceiling of Tk, 2000 per yaar fixed by the Govemment in the
import Policy Orders.,

Forward Purchase of U5, Dollar by Bangladesh Bank

189, The minimum amount for purchase of foreign exchange by Bangla-
desh Bank for forward delivery was reduced from US. § 10,000 to § 1,000
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in respect of covers glven by Authorised Dealers to thelr customers for export

of non-traditional items.

Suspansion of Minimum Export Price Check for Lowaer
Grades of Raw Jute

200, Due to-sluggish demand for raw jute, especially of their lower
grades, in the international market, il was decided in March, 1980 to suspand

application of Minimum Export Price (MEP) for *D* grades and balow rélating
to shipmenis upto Seplember and December, 1980 raspactively. |1 was also
decided that the suspansion of MEP for the above grades of raw jute would

continue until further instructions.

Quoting of Export Price of raw Juta in any Convartible Currancy

201, The procedure for guating export price of raw jute was revised.
Praviously, theexport priceof raw jute could bequoted in WS, Dollar in
addition to pound sterling. The revised procadurs envisages that the expory
price of all grades of raw jute can ba quotad in any convertible currency
convenient to the buvers and sellars. Similarly. the sale of jute goods in any

convertible currency would be parmissible.

Wage Earmers’ Scheme

202, It was declded that the benefit ol the Wage Earners® Schema
would ba extanded to the following types of inward remittances also :

a) Remittances received from tha foreign institutions/
organisations/firms for consultancy work.

b} Remittances received by writers and nawspaper striangers
for their foreign publications.,

¢} Remittances received on account of pension and social

security benefit.
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Release of Foreign Exchange Under Wage Earners’ Scheme
for Travel to India by Land Routes

203. In order to easa the difficulties experienced by the public
travalling to India by land route, general authority was given to the Autho-
rised Dealers to release foreign exchange upto U. S. § BO or its equivalent
in pound sterling under the Wage Earners® Scheme for travel of Bangladesh
nationals to India by land route once in a calendar vaar.

L/C's for Procurement of Goods from
tha People's Republic of China

204, ‘Conseqguent upon the admission of the People‘s Republic of
China as @ new Member of the |BRD, Authorised Dealers were advised
to opan L/C's for procurement of goods from that country also under DA
credits,

Revizion of XPL

205, During the year under réport, the XPL Scheme {Export Performancs
Licence Schema) was revised both with regard 1o operation of the scheme
and the rates of entiilement of the concerned exporiars. Under the revised
arrangements, Bangladesh Bank would issue Import Entitlement Cartificate
1o the exporters which could be frealy transferred to third parties. These
certificates could be converted Into Import Licences from the Offices of
the CCI1 & E for import of items desired by the holders. The entitlement
ratas which were previowsly 10%. 200, 30% and 4057 of the FOB value of
exports, have been rationalised and raisad to 40% and 607, depending on
the nature of the products exported. The number of items eligible for XPL
has also been increased to &1,

Hajj - 1880
208, The Government allowed 7,000 personz from Bangladesh to
perform Hajj in 1980, Pilgrims travelling by air were given a fareign exchange
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guota of Saudi Riyal 2.679 each and for those travelling by ship the
quota was SRl 2,919 each, In addition, each pilgrim was allowed to
purchagze upto U, 5. % 200 under Wage Eamers® Scheme. MNon-ballottes
pilgrims,, 1, . persons willing to perform Haj] outside the official quota
were given facility of buying U. 5. 5 1,110 per head from Foreign Currency
Accounts under Wage Earners” Scheme.
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ASIAN CLEARING UNION

207. Transactions under the Asian Clearing Union (ACU) arrange-
mants relating to Bangladesh increased significantly during the year 1980-81
due mainly to the introduction of the revised procedure. Previously, tran-
sactions undet the Unlon were settled through central banks of themamber
countries whersas the revised procedure envigsaged that such settlement
would be made through commercial banks in the wsual manner like other
foreign exchange transactions, For this purpose, Authorised Dealers (banks)
wers advised 10 maintain clearing sccounts with their correspondents in the
member countries; The Authorised Dealers in Bangladesh were advised
to freely entertain requests of their correspondent commercial banks of the
participating countries to open Mon-Resident Taka Accounts in their namss.
To facilitate operation of the Authorised Dealers in setlling the transactions
with the Union Members, Bangladesh Bank offices at Dacca, Chittagong
and Khulna would undertake sale and purchase of the currencies of the
membar countries. |1 was firther decided that from the Ist December, 1980
all eligible transactions with the member countries would compulsarily be
sattled through the Asian Clearing Unjon machanism which means that
all contragts for goods and services {except under Wage Earners® Schema,
credit and barter) and the L/Cs and other documents should be expressad
of drawn either in Bangladesh Teka orin the currancies of the concemad
mambar countries of the ACU,

208. Inall, 153 inward remittances for a total amount of AMUs
{ Asian Monetary Units ) 7.4 million (Tk. 15.21 crores) were received
during 1980-81 a3 against only 36 remittances for a woial amouni of AU
0.35 milllon (Tk. 0.71 erore) during the preceding year. On the other
hand. during 1980-81. there were 1680 outward remittances from Bangladesh
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for a total amount of AMUs 9.3 million (Tk. 1812 crores) as compared
poonly 7 outward romittances for a total amount of AMU 0.06 million

{Tk. 0.12 crore) during the preceding year. Howaver, most of the transac-
tlans wera made after |5t Decembar, 1380,

208. A fotal of 6 settlements took place during the year 1980-81.
Of these, Bangladesh Bank had creditor position in the first 5 settlements
and racelved a total sum of US § 3.60 million (Tk. 6.14 crores) while it had
a debtor position in the last settlements of the year and a sum of US § 2.05
miltion {Tk. 3.72 crores) was paid.
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CURRENCY AND COINAGE

210, Mo new design Motez and Coins wara issuod during the period
from 1&t July, 1980 to 30th June, 1881.

Bank Notes

211. Subsidiary coing in circulation as on 30th June, 1981 amounted

to Tk. 23.26 crores a5 against Tk, 19.53 crores a5 on 30th June, 1980, This

Coins was in addition to Taka One Notes and Taka One Coins worth Tk. 33,54
crores in circulation as on 30th June, 1981 as against Th. 29.217 crofes as

on 30th June, 1980.
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ADMINISTRATION

212, Mr. Salshuddin Ahmed has been nominated by the Government
and taken in as @ membar of the Board of Directors of the Bank in place of
Mr. M,S.H, Chishty and Mr. M. Khalid Khan, Deputy Governor has been
taken in as a Ditector of the Board in place of Mr. A.K, Gangopadhyay. ex-
Deputy Governar of the Bank, Mr. A.F.M. Ehasanul Kabir resigned the post
of Dirsctor of the Board of Directors of the Bank with effect from 15th
May, 1981.

213. The following appointments in different grades of amploymant
wera made by the Bank during the year ending June, 1981,

iy Officers Class-| and above 31
iy Officars Class-11 43
iily Clarical and other Statf -E_E

Total : 499

214, Anamount of Tk, 3,.35000 was sanctioned during the year for
variows welfara angd recreational aclivities of the employees of the Bank. |n
addition, an amount of Tk, 2,73,200 was sanctioned during the year fior
awarding educational stipends to the children of ‘D' category amplovess of
the Bank.

215, Acell named “‘Bepresentstion Cell*" to attend to the work
relating to siaff Union representation matiers has been created. As
per instructions of the Government, an Advisary Commities on staff matiers

has been constituted to redress the grievances which are within the adminis-
trative compatance of the Bank.
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1)

2)

3}

4)

5)

6)

Construction of a 3-storied Main Bullding having foundation of a
T-gtoried structure with a d4-storied Annexe Building for offlice
sccommodation at Bangladesh Bank, Bogra has been completed.
Construction of tha Main and the Annexe Buildings at Sylhaet 15 in
progress.

The wark for selection of Architects with their model and rate of
remuneration for construction of a 10-storied second Annexe
Building with 21-storied foundation at the Head Office premises,
Motijheel, Dacca has been taken in hand,

Construction of 1st floor over shed No. 2 at Bangladesh Bank,
Rajshahi iz prograssing.

Contractors for the construction of an Annexe Building at Khulna
have been pre-gqualified and tender documents for piling work
is under preparation by tha consultant.

Arrangement for construction of a Multi-storied Bank Building at
5.B.1. premises, Chittagong has bean made and the schedule of
piling work |s under preparation by the consultant,

Construction of 8 schoal and a mosque at Bangladesh Bank Staff-
Cuarters, Agrabad, Chittagang iz nearing complation.

il Work orders have besnissued to the contrectors for construc-
tion of Staff Quarters at .G, Bagan, Gandaria, Dacca.

i) Construction of boundary wall at 1.G. Bagan Staff Quarters
Is mearing completion,

i) Construction of a boundary wall at Maotijheel Staff Cuariers
School Building s in progress.

iv) Electrification work at newly construcied flats of the existing
B ~G* type, 2 0 typa and 1 ~H type buildings at Agrabad
Staff Quarters, Chittagong has been completed excapl supniy-
ing and fitting fixing of 38 ceiling fans.
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v] Construction of compound wall, Darwan’s cabin and approach
road of Benigkhamar Staff Ouarters at Bangladesh Banlk,

Khulna is in progress,

vi) Construction of Staff Quarters at Baniakhamar, Khulna has
bean started.

216, Arrangements were made for participation of 17 officers of the
Bank in different training courses/seminarz in foreign Gountries  under
different Technical Assisiance Programmes and other programmes including
training courses offered by the IMF Institute, Washington.

217, 166 officers of the Bank participated under domestic training
programme organized by different Institutions within the country. 14 day‘'s
training of 5 newly recruited Assistent Controllers of the offices of the
CCI&E with Bengladesh Bank and Sonali Bank was aranged by the
Secretary s Department of the Bank.

218. Arrangements wera made for acguaintance programme for 11 Pro-
bationary officars { AAG and ACMA ) of the Government deputed by tha
Director General, Audit and Accounts Training Academy. Government of
Bangladesh. Acquainiance programme was also arranged for a batch of 10
officials of different organizations undargoing training at MIPA,

219. Theoretical as wall as intensive practical on-the-job training was
conducted by the Academy for 134 Officars Class | and 148 Officers Class 1|
of all offices of the Bank-

220. The Academy imparted theorstical and practical training to 80
Deputy Treasurers and 70 Assistant Treasurars of the Cash Department of all
offices of tha Bank.

221. The Academy conducted a course on “Tetchniques of Bank
Inspaction* for officials of the Department of Banking Inspection to maka tha
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inspecting machinery of the Bank more efficient and effective. 61 Officers
Clasg: || and above uplo Senior Officers of diffarent offices of the Bank
received training under the programme. During the year 10 Offlcers Class |
and 17 Officers Class 1l of the Departmznt of Banking Inspaction under-
want practical training in commercial banking in diffarent nationalisad banks
The programme aimed at familiarising the officials engaged in inspection of
commaercial banks with theworking of the sald banks zo that ingpection
machinary could be made more useful and efficiant. To supplement the
practical training of the officials in commarcial banks, the Academy also
arranged intansive theoretical leciures /discussion programmes

222, A special training course on “Techniques of Chest Inspection®
wae conducted by the Academy for 7 Officers Class | of the Bank to make
the inspection of Curreney Chesis more comprahensive.

223. Thea Criantation course for the Bank Officars in Class | Salection
Grade and above upto Principal Officers introduced last year with a view to
keeping them abreast of the development of newer and sophisticated know-
ledge in thair areas of activities for bringing about an attitudinal and motiva-
tional change in idess so as toenable them 1o introduce new dimensions in
the banking activities to serve the developmental needs of the country, was
continued during the year. The Academy also arranged  talks by foreign
personalities.

224, Tha Execulive Development Programma inroduced fay the mid-
level officers of the Bank to prepara them for shouldering higher rasponsi-
bilitias in future also caontinued during the year, 10 officers participated in
the programme in-2 groups and preparad papers on (i) Foracast of Foreign
Exchange Resérvas, 1980-B1 on quarterly basis, and (i} Projection of wor-
king capital requiroments for 3 vears viz, 1930-21, 1821-82 and 1982-83
of industries financed by Bangladesh Shilpa Bank and Bangladesh Shilpa

Rin Sangstha.
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225, During the period under report 20 Officers Class | {aon probation)
ard 22 Officers Class 1 (on probation) directly recruited by the Bank were
placed with the Academy for intensive theoretical and practical training. The
officers are o récaive 3-months® theoretical training in the Academy followed
by 3-months® practical training in Commercial Banking in Mationalized Banks
and B-months® prectical training in various Departmants of the Bank,

226. During the year 11 {eleven) meetings of tha Board of Directors,
B (five) meetings of the Executive Committea and 10 (ten) mestings of the
Co-ordination Committes ware hald.
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ANNUAL ACCOUNTS

227. The Balance Sheet of the Izsue Department of the Bank as on
30th June, 1981 appears at page 158 of the Report.

228, Total notes Issued as on 30th June, 1981 amounted to
Tk. 984,35 crores as against Tk. 748,67 crores as on 30th June, 1980, Assets
against the notes issued included Gold worth Tk, 33.50 crores, Special
Drawing Rights held with the International Monetary Fund worth Tk, 18.77
crores, Approved Forelgn Exchange of Tk, 100,00 crores, Taka Coin worth
Tk. 0,70 grore, Government of Bangladesh Securities worth Tk, 57214
crores and Internal Bills of Exchange and other Commercial Papers worth
Tk. 259.24 crores.. The corresponding figures of assets against note-lssus
as on 30th June, 1920 were Gold worth Tk, 34.96 crores, Special Drawing
Rights held with the International Monetary Fund warth Tk. 10.00 crores,
Approved Foreign Exchange of Tk. 250.00 crores, Taka Coin worth Tk, 2.02
crores, Govarnment of Bangladesh Securities worth Tk. 182.45 crores and
Internal Bills of Exchange and other Commercial papers worth Tk, 255,24

CraTes.

228, The Balance Sheet of the Banking Department as.on 30th June,
1931 appears at page 160. On the Liabilities side, balances in the Statutory
Funds increased from Tk. 57.50 crores to Tk. 88.50 croras due to appro-
priation of Tk. 31.00 crores as detailed in the paragraph relating to “Profit
& Loss Account”, Govemment Deposits Increased to Tk, 0.86 crore as
against Debtor Balances of Tk. 9.34 crores last year. Bank Deposits
increaszed to Tk. 294.38 crores as ogainst Tk. 247.22 crores as on 30th
Juna, 1880, *Other Deposits® including deposits of |.B.R.D., IMF. sic.
stood at Tk, 1121.49 crores as on 30th June, 1981 as against Tk. 611.89
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Profit & Loss
Acoount

crores a3 on the same day last year, Allocation of SDR also increased o
Tk. 91.74 croras as against Tk, 60.97 crores as on 30th June, 1880,

230. On the Aszets side, “Bills Purchased and Discounted—Intarnal®
decreased from Tk, 162.00 crores to Tk. 153.00 crores as on 30th June,
1881 and rediscounted Government Treasury Bills increased from
Tk. 1654.11 crores 1o Tk. 183.20 crores as on 30th June, 1981, Balances held
autside Bangladesh increased to Tk, 28999 crores as againsi Tk, B2.44
crores % on A0th June, 1980, Loans and Advances to Government {Ways
& Meaans Advance) ramained unchanged at Tk. 20,00 crores. Other Loans
and Advances increazed to Tk: 559.83 crores as against Tw. 390053 crores
as on the same day last year, The balances under *|nvestments® rose (0
Tk. 637.74 crores as against Tk, 445,81 crores as on 30th June, 1980,

231, The Profit and Loss Account of tha Bank for the year ending
30th June, 1981 appears at Page 162.

232, Tha profit and Loss position of the Bank for the year 1920-81

is summarised a5 under :
Grass Earning of the Bauk Tk. 195,52.59.539.18
Total Expenditure Tk, B64.,51,52.633.09
MNet Profit : Tk 131.07,06,906.09

233. Qutof the above profit of Tk. 131,01,06,906.09 a sum of
Tk.31.00 crores has been appropriatad to the diffzrent Statutory Funds and
Tk. 2.00 crores towasrds Cradit Guarantee Fund A/C. and tha balance of
Tk.98.01,06,906.09 has been transferred to Government as surplus orofit
as indicated below :

Rural Credit Fund Tk. 12.00,00,000.00
Industrial Credit Fund Te.  3.00,00,000.00
Export Cradit Fund Tk, 4.00,00,000.00
Agricultural Credit Stabilisation Fund Tk, 12,00,00.000.00
Cradit Guarantes Furd T, 2,00,00.000,00

Surplus profit transfarred to the Governmant Tk, 98.01.06,906.09
\, e ———— e =
Total : Tk, 131,01.06 906.09
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234, For financing the Agricultural Projects and the Special Housing

Schema for the low and middle income people at a concessional rate of

'[';'3’9“55"“' interest the Bank, besides praviding credit at a very low rate of interest
t

:‘; F?na:ZiI: by itself, has  also allowed imtergst subsidy to the financing banks

Institutions and the House Building Finance Corporation. A sum of Tk. 58,97,082.00

was paid wndar this head during the year 1980-81 as against
Tk. 72,987,444 .62 paid last year.

235. In terms of Article 85 (1) of the Bangladesh Bank Order, 1972

Appointmant the Government was pleased to appoint M/S. A. Oasem & Co. and
of Auditors  p e Ata Khan & Co. Chartersd Accountants as Auditors of the Bank for the

vaar 1980-81.

236, The Bank wishes to record its appreciation for the loval and
Appreciation devoted services rendered by the employees of the Bank during the year

andad 30th June, 1981.
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REPORT OF THE AUDITORS

Ta
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, 1981 and tha

Profit and Loss Account of the Bank for the year ended on that date.

We have examined the above Balance Sheat with the Accounts Carti-
ficates and Vouchers refating thereto of the Head Office and of the Offices
at Dacca, Chittagong, Ehulna, Bogra, Rajshahi and Sylhet and report that,
whers we have called for explanations and Information. such Information
and explanations have been given and have been satisfactory. In our opinion,
the Balance Sheet is a full and falr Balance Sheet containing all necessary
particulars and is properly drawn up so a5 to exhibit a true and fajr view of
the state of the Bank's affairs according to tha best of our information and
explanations given ta us and as shown by the books of the Bank.

A. OQasam & Co,
Chartersd Accountants

Dacca, Ata Khan & Co,
Tha 101h Avgust, 1981 Chartered Accountants
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APPENDIX_ T

COMPARATIVE POSITION OF SCHEDULED BANKS

{In crore Taka})

Particulars

Amounts as on

30.6.80 | 30,6587
Bank Deposits {excluding inter-bank
itams) 2710.62 3437.4
Demand Deposits 878.45 121510
Timea Deposits 1732.07 223331
Borrowings from Bangladesh Bang E497.28 80248
Cash in hand TE.44 86.21
Balances with Bangladesh Bank 254,69 197.34
Balances with other banks in current
account in Bangladash 43:.30 45.08
Maney at call and Short Notice
in Bangladesh 41.21 2878
Investment in Bangladesh BOZ. 81 GE2.44
Governmant Securities 256.09 d42.78
Others 246.72 A09.66
Bank Credit [(excluding inter-bank items) 2729.70 3599 56
Advances in Bangladesh 259516 37T 1
Infand and Foreign Bills
Purchased and Discounted in
Bangladash 174,64 221.8B5
Crodit/Deposit Ratio .80 0.92
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APPENDIX It

LIST OF SCHEDULED BANKS

{ As on the 30th June, 1981 )

A. NATIONAL BANKS
i) Commercial Banks
Sonali Bank
Rupall Bank
Agrani Bank
Janata Bank
Fubali Bank
Uirtara Bank

I

ii} Specialised Banks
1. Bangladesh Krishi Bank
2. Bangladesh Shilpa Bank

B. FOREIGN BANKS

Grindlays Bank Ltd.

Chartered Bank

American Express International Banking Corporation
State Bank of India

Habits Bank Ltd.

Bank of Credit and Commercs International (Overseas) Lid.
Bangue De L* Indo-Chine Et De Suez

A R R
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