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WORLD ECONOMIC SETTING
AND
TRENDS IN BANGLADESH ECONOMY

Aftar the severa recession in the eary 18808, the recovery in the world
economy that had stared by the end of 1983 gatherad momeantum n 1984, Qutput
of the developed countrigs grew al about 4.7 per cenl during 1884, Even though
world oulput growth in 1884 was the sirongest In about a8 decade and inflaticn
continued to receds, the world economy remainad confronted with some senous
goonormic problems. Unemploymeni continwed tobe high-and it aciually rese in
some countries. Althounh fluctuations in interas! rates lessened, real interest rafes
continued to ba high. Fiscal imbalancas, pariculasly the large ULS, budget daficit,
also prowided substaniial cause for concern. There were indications that the
banefits of recovery were spreading to the developing ecuntries and this in
combination with stabilization measures pursted by them helped accelerabon in
growith i these countries,. However, 1he econpmig growth in these countries
remained below the long-run average and was uneven bolwean ragions and
balween countries In the same region, Heavy external indebledness Repl the
fimancial position of several developing countries quite fragile. Desides casling s
shadow on the international banking and financial system. In 1983 and 1984,
economic growth in LLSA, led by a rapid expansion of demand helped stimulate
exports gnd consequent growth of many countries, bath industrial and developing.
However, by late 1984 and the early parl of 1985 gconomic aclivity in thal couniry
tended o reverl to 8 moderate pace. This slack is being gradually faken up by
growth In demand In other ndustral countrias.

2. |n the backdrop of above developments in world econamy the performance
of Bangladesh economy is discussed, Bangladesh economy, besides belng
vulnarabie to weather conditions, is also influenced by extermnal factors despite its
minuscule share in the world economy. Growth of the economy during 1984-85
was adversely affectsd to a significant extent by severs fioods which kept
agnrcultural production, particufarly the foodgraing production, below the target.
Apart from relatively unsaiisfactory performance of the agricultural sector, the
growth in the industrial sector stbowed down, Substantial liquidity overhang in the
economy worked off through the foreign sector and resulted in a significant
increase in imports. This combined with a marked decline in workers' remitlances
from abroad. stagnani level of aid disbursaments and [ncreased repayments in
respect of long-lerm and medium-term lcans exeded sobstantial pressire on
balanca of payments and reserves. The lorgign éxchange resarves at § 3725
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million af the end of June, 1985 could meet impor reguirement for nol mora than
sgven waeks, The strain on balance of paymants and resarve position, however,
concealed a significant increase in expar receipts. Mainly because of a substantial
inoraasa in export prices the terms of trade also notably improved durirg 1984-85.
Despite. a cautiows monetary and credit programme, monetary and cradit
expansion cantinued fo be high dunng the year. Althcugh the inflaion rate as
measured by the welve-month average of consumer price Inclces for the Middle
Income Famifies at Dhaka Increased somewhal, this was much less than
expected. Substantial imports of essantial itlems like foodgrains, sugar, edible oil
and comioriable foodgraing slocks with the Government perhaps hedpad dampen
inflaiionary price expectations. The appreciation of U5, dollar, our intervention
currency, and higher rate of inflation in Bangladesh vis-a-vis her trading partnars
necessitaled several adjusiments in the exchange rate during 1984-B5, As &
rasult, the Taka-Dollar rate depraciated from Tk, 25.20 per LS. doliar at the and of
June, 1984 to Tk. 28.00 per U.5, dokar at the end of June, 1985 or by 10 per cenl.
Flexible sxchange rale policy was helpiul in promoting exports and generating
additional Government revenue, With a marked dacline in workers' remittances
and a large increase in demand for imports through the secondary markel a large
imbalance between demand for-ard supply of funds was created in that marked
necessitating substantial support operations by Bangladesh Bank through sale of
foreign exchange in that market. Despite substantial support operations, the
axchange rate of Taka in thiz market also depreciated by 11.28 per cent to
Tk. 31.27 per UU.5. dollar at the end of June, 1985 as against Th. 27.74 per U.S.
dolar af the end of June, 1984

3. Grogs Domestic Product {GDP) in real lerms as estimated by the Planning
Commission increased by 3.8 per cent during 1984-85 as against the targat of 6.0
per cent. and actual growih of 4.2 per cent in 1883-B4. Sluggish growth in major
sectors, especially in agriculiure and Industry, was mainly responsible for the
shartfall in overall GOP growth. Agricuttural proeduction, particularly the output of
foodgrains, was adversely affecled by severa flonds which inflicted colossal
damage 1o standing crops, Foodgrains production at 160.86 lakh tons in 1984-85
was 3.7 per cant lower fhan the target of 167.00 lakh tons and nol much higher
than the actual harvest of 15713 lakh tons in 1983-84. The growth In the
agricultural sector declined from 3.6 par cent in 1933-84 10.2.8 per cent in 1984-85,
The industrial sector which had shown encouraging perdormance with a growth
rate of 6.9 per.cent in 1983-84 also recorded a lower growth of 5.1 per cenl in
1984-85. Growth in power and gas sector also declined from 20.1 per cent in
1883-84 1o 17.6 par cenl in 1984-B5, Excepl trade and transpor sactars which
grew by 5.6 per cent each against the growth of 4.8 per cent each in 1983-84,
growth performance of all other sectors in 1984-85 did not show any significant
change as compared to the preceding year. Housing, construction and othar
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sectors lumped together grew by 2.5 per cent, 2,0 per cenl and 5.5 per canl In
1484-85 as compared with 2.5 per cent, 2.0 per cenl and 5.4 per cent respectivaly
in 1983-B4,

4. A number of measures werg taken during the year with the aim of
mobilizing additional domestic resources and slapping up praduction. To that and
suitable adjustment in the tax base and re-arrangemeant of tax rales wers camed
gut in the budget for 1984-B5. MNew lax proposals were designed o reduce
dependance on Impor duty as a major source of revenue. Some of the new lax
measuras envisaged in the budgel for 1884-B5 included comprehensive
rationalization and re-structuring of Import duties, re-scheduling and new
imposition of excize duties, imposition of a 2.0 per cent turnoves tax in the cases of
Travel Agents and Bonded Warehouses and introduction of @ naw direct lax called
'Shop Tax'. The net effact of the new taxes was estimated al Tk, 103.80 crores,
Mon-tax revenus measures included enhancement of registration fes by 10 per
cent, ambarkation lea lor oulgolng passengers from Tk 100 1o Tk, 200, railway
fares by a range of 25 per cent to-40 par cent and postal rates by an average of 100
per cent, Tax on private cars was doublad. Additional resource mobilisation was
also sought o be achieved through economizsing Governmental expenditure, For
the purpasea.ihe ration price of rice was raisad from TE, 630 to Tk. 718 per guinial
on December 23, 1984, while that of wheat was raised from Tk, #1530 o
Tk: 46348 per quintal on April 1, 1985,

3. Increase in production and supply was soughl 1o be achisved in vanious
ways. In order to halp Increase agrculftural producton, the Annual Agriculiural
Credit Programme for 1984-85 was set higher ai Tk, 1150000 crores as against the
gctual disbursermant of Tk, 1007 12 crores in 1983-84. An annual Crop Credit
Sysiem was introduced with a view to ensuring orderly flow of credit in the
agricuttural sector, Adequate ancouragement was provided for expansion of area
undear irrigalion as well as for purchaze of imigaton equipments. As a suppon
measure and price incantiva, the procurament prces of paddy and rice wears
increasad from Tk, 385.80 and Tk. 602.80 per guintal to Tk, 442,10 and Tk. 664,50
per quintal respectively with effect from August 14, 1984, To prevent prices from
falling to uneconomic levels in areas of good harvest, procurement pricas of paddy
and rice were further raised to Tk, 46882 and Tk. 704.57 per quinial respectively in
18 selecied districts with effect from Janwary 31, 1985, Tha procuremant price of
whaat was also anhancad from Tk. 38580 1o Tk 43400 per guintal affective from
March 16, 1985,

B, In order to encourage indusirial produchon, extended facilities to the
private sector ware continuad which included liberalised credit for less devefoped
areas and simplification of credit procedures. Tax proposats were also aimed al
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prowiding incentives o producticn in this secior on-a selective basis. The increase
in indusirial production was also assisled by lberal import poboy, particularly for
the import of raw materials. The palicy for 1984-85 provided for a total impaort
allocation of Tk, 4351 crores as against Tk, 3510 croves in the policy of the
preceding year, OFf this, aflocation for raw material and spare parts imports was
estimated af Tk, 2763 crores during 1984-85 as compared with Tk. 2185 crores
estimated for the precading year,

7. In order to help improve the supply situation, substantial imports of
foodgrains undar aid and cradit and from own resources were also made, Total
foodgraing imports during the year were valued al $ 488 million as agains! § 398
miilion in the precading year. A marked increase also occusred in imports of sugar
and edible oil during 1984-85. These imports stood at § 65 million and 5 153 million
during 1984-85 as compared with § 1 million and § 76 milllon respectively in the
preceding year.

8. Some measures were also taken 1o halp boost exports. Amaong the specific
measures n this regard, parlicular mention may be made of the following:

a) Exporters of non-traditional goods whose exporl earnings from a
commadily dunng 1584-85 axceaded the earmings of the pravious year
by more tham the secioral target of increase sei for the year were given
additional incentive in the form of concessional interast rate of 7 per
cant per annum an export credit ulilized by tham for the excess export
against the usual Interest rate of 9 per cenl per annum,

bl Incentives under the XPL scheme were strengthened throwgh provision
of .2 pew slab of 100 per cent in the XPL list for export of cerain
commaodities having high export potential,

¢] Furiher, B0 per cent XPL was allowed 1o garmenis industries producing
exportable garments by wsing focally-made choin.

8, On the domestic credit and manetary fromt, despite a caulious monaiary
and cradit programme the axpansion in domastic credit continued at a fast rate in
ihe first four months of 1984-B5. Credit to the public sector which recorded a
modest increase of Tk 90 crores or 3.6 per cenl during 1983-84 increased
markedly by Tk. 388 croras or 15.2 par cenl in July-October, 19684 reflecting mainly
a rapid expansion in credit to Jute Mills Corporation due to & sharp increase in raw
jute prices, The re-scheduling of agricultural credit coupled with very high jute
prices-and increased credit needs for the commercial seclor brought abouwt a
subsfantial increase in credit o 1he private sector also which weni up by Tk 356
croras or 7.23 per cent during July-October, 1984. Total domestic credit increased
by Tk 669 crores or 6.7 per cent in the first four months of the vear; such a fast
expansion in domestic credit in the first four months of FY 1984-85 wis-a-vis

6
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cautious credit programme which provided for an expansion not exceeding
Tk, 1672 crores of 17 par canl Tor the whole yaar provided a cause 16r concam
Accordingly, 8 number of maasuras were taken in November, 1284 and therealior
to contain the expansion in credit, These measuras included incraases in lending
rates In Ihe cases of advanoes against Fixed Deposil Becelpts and other hnancial
obligations, advances against gold and gold omaments, advances against internal
trading excesding Tk. 1 lakh, import credil and advances againsi balances in
foreign - currenoy accounis under the Wage Earness’ Scheme. Minimum margin
requirement was Imposed in ihe case ol advances against all financlal obligations
and those against security of Nan-resident Foraign Currency Deposits under the
Wage Earners’ Schems. Apart from these, a ban was imposed on advances
against 2-year Special Treasury Bonds, while banks wara advised to charge penal
interest on unsatisfactorily condected LIMACC Account of commercial imports and
nol to allow any post-shipment finance facility such as LIM/GC for impart of sugar
in the private sector. Banks wera also instrucied not to extend any fresh loan 1o
weavers until further orders. Furthermore, Bank Rate was raised from 10.5 per
cant (o 11 per cant. Finally banks were given credil ceilings and instrucied 1o
adhera stnotly fo these cailings. Apart from these measures, effors were mada 1o
stap up recovary of cradil. In this conneclion, the repayment schedule in respect of
jute-advances to private traders/shippers was advanced. Repayment of these
advances was required Io be completed by March 31, 1985 In respect of
agroultural cradit, all banks wera asked to fix up & target of collecling within a
pancd from January to. March,, 1985 B0 per cent of the loans which becamea
gverdus by February 1,1985 including previous ovaendues

10. In order (2 see thal banks adhers o credd cellings prascribed by
Bangladesh Bank, penal interest was imposed on concemed banks at the rate of 4
par cent per annum on the amount reprasenting the excess of outstanding credit
over the credit ceiling. Penal interest was 1o be charged for the perod when credil
remgined in excess of the cailing

11, Refiecting the impact of credit rastriction meaasuras, the rate of expansion
in credil to the privale sector markedly: stowed down in the thisd and fourth quariers
al 1984-85. Credit expansion to the private sector which was running at the rale of
57.1 percent in the year endad Decembear 31, 1284 siowed down 10-45.1 per cen
in the year ended March 31, 1985, Thi rate of expansion declined further 1o 40.2
per cent in the year ended Jung 30, 18850 This representad significant
improvemant as comparad to the expansion rale of 58.7 per cent in the previous
year anded June, 1984, in absolute terms, credit expansion to the privale sector
was, however, somewhal higher gl Tk 18786.2 crores during 1984-85 as compared
to Tk, 1B17.0 crores during 1983-84, Break down of credit to the privale sectos
disciozed that credit to the sgriculiure sector expanded by TH.-882 crores during
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the vear as against an increaze of TK. Y25 crores in the preceding year, whila credsl
to jute sector {excluding crop loans) incraased by TR, 168 crores during 1584-85 as
against an expansion of Tk 145 crores in the precading year. Credil o
non-agriculiure non-jute sectors expanded by Tk, B46 crores during the year as
against an increase o Tk. B4T crores in 1983-84. The rate of expansion in credit to
the public sector markedly. acceleraied from 3.6 per cent in 1983-B4 (o 25.5 par
cant in 1984-85. This was mainly due to a substantial expansion in credit to the
Jute Mills Corporation, a steep increasea in credit 1o the Juta Trading Corporation
and Bangladesh Agrcultural Development Corporation and increased scheduled
bank financing of debentures issued by the corporations and auionomous bodies
under the Annual Development Programme. Credil to the Jute Mills Corporation
increased by Tk, 180,30 crores during 1984-85 as against Tk. 16,67 crores in the
preceding year. The significantly higher expansion in cradil to the Jdute Mills
Corporation was mainly on account of the repayment difficulties they faced with the
losses incurrad by tham due 1o a substantially larger increase in cost of production
of jule goods than in expor prices. The increase in cost of production raflecled a
sharp nse in the prices of raw jute as well as an increase. in wages. Cradit 1o the
Jute Trading Corporation and BADC increased by Tk. 74.03 crares and Tk 50.23
crorgs respechively during 1984-85. The scheduted bank financing of debentures
issued by autonomous bodies and corporations during 1984-85 under the Annual
Devaelopment Programme was TE. 120 crores as comparad with debentures of
Tk. 16 crores mssued and financed in 1883-84. Net credi to the Government
recorded a decline of Tk 67 crores or 2.8 per cent as agains! a marked increase of
Tk. 427 crores or 21.5 per cent in the preceding year. This offset the ncrease in
cradit 1o the public and privala seotors only in parl. As a resull. total domestic credit
during 1284-85 recorded an expansion of Th. 2587 .4 crores which was higher than
the increase of Tk, 2332.9 crores in 1983-84, The rate of expansion in domestic
cradit, however, slowed down from 30.9 per cant in 1983-84 1o 26.2 par cant in
1984-85, Al the same fime, the foreigr secior recorded a deficit of Th. 150.crores in
1984-85 as against a surplus of Tk. 538 crores in the preceding year. Reflecting
these, the rate of liquidity expansion markedly slowed down to 258 per cant durnng
the year from 42.2 per cent in the preceding year, In absclute lerms also, the
BXpanston in lguidity at Tk, 2148.3 crores durlng 19684-85 was less as comparad 1o
the increase of Tk, 2487.6 croves in 19383-84,

12. Despite slowing down, the rate of kguidity axpansion at 25.6 per cent
during the vear represenied a large imbalance between demand and:supply as the
GOP growth during 1884-B5 did nol exceed 3.8 par cent. Even though this
imbalance worked itsaif off partly through a deficit in balance of payments durtrrg
the year and correspondingly its price Impact was moderatad, the rate of inflalion
increased someawhal during the year, As measdred by the twalve-manth averaga
of consumer price indices for Middle Income Families at Dhaka; the price rise
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wirked out 1o 10,94 per cent as-against the increase of 9.67 per cant In 1983-84.
The incraase in pricas during the year occurred in both feod and non-feod items.
The sub-indices of food, fuel and lighting. housing and housebold reguisites,
clothing and footwear and miscellansous items increased by 10.68 per cant, 7.78
per cent, 8.86 per cenl, 13.41 per cent and 16.86 per cent in 1984-85 as against
the increases of 12.05 per cent, 1,11 per cent, 3.64 per cent. 12.23 par cent and
1213 per canl respectively in 1983-84. The rate of inflation in rural areas was
higher as compared fo the overall rate of inflation during 1984-85, As measured by
the twelve-monih average of the consumear price indices of the rural population in
Dhaka district, the price increass worked oul 10 13.12 per cent during 1984-85 as
compared wilth the overall price increase of 10.94 per cent dunng the year and tne
increase of 11.60 per cenl in rural areas in the preceding year. It is worih
mentioning here that the inflationary potential of expanswon in money suppdy dunng
Ihe tast 3 years was held in check partly by the positive real rate of interest on bank
deposits. The proportion of assel money of ime deposits o GOP al curranl prices
increased to 15.81 per cent in 1984-85 from 9.57 per cent in 1981-82. Side by sida.
of course. thera was the disguisting feature of increase in the ratios of currency
held with the public and demand deposits to GDP dunng the perod.

13. Turning now o the foreign sector, the balance of payments recorded a
substantial deficit of 389 million in 1984-85 in sharp contrast to 2 surplus of 5 234
million in 1883-84 and of 5 295 million in 1282-83. The marked deterioration in
paymenis posiion as compared to the preceding year was due to a substantal
increase in import paymenis, a marked decline in privale: franzlers consisting
mainly of remittances by workers abroad, a ssgniicant increase in debl repaymant,
s0me increase in the deficit on services account and stagnant fevel of ald and loan
dishbursemants. iImports worth § 2647 million during 1984-85 were aboul 12.5 per
cent higher than in the precading year, reflecting in part the working off of excess
demand generated by fast monetary expansion in 1984-85 and in the precading
two years. The increase in imports occurred both under food and non-fead ilems:
Imports of foodgrains stood at § 468 million during the yvear as againzst & 298 million
in the preceding year, while imparts other than foodgrains incraasad from § 1955
million to & 2179 milllon over the penod. The deteroration in balance of paymenis
during 1984-85, however, concealed a marked improvemsnt in export receipls
during the year. These receipis al § 871 million during 1984-85 represented an
increase of & 149 million or 18 per cent aver the preceding yaar, This raflecied
mainly an imcrease in export prces as the volume of the majority of important
export items daclined. While the volume of raw [ule exports declined lrom 19 lakh
Dales in 1883-84 to 141 lakh bakes in 1984-85, that of jute goods came down from
5.38 lakh tons o 4.62 lakh tons over the period, The export volume of fea and
hides and skins and leather were-also lower at 57 million pounds and 81 million soq.
feet dunrg 1984-B5 a5 comparad with B8 milkon pounds and 103 milkicn sg. feet



The Cutliook
for 1985-8B6

respectively in the preceding year. Export volume of fish and frog legs and
readymade garments, howeaver, recorded notable increases during the year, The
deficit on services account increased from § 33 millian during 1983-84 to § 36
miilion during 1984-85, While repayment in respect of medium and long-lerm loans
increased notabdy from $ 80 million in 198384 10 5 123 million in 1584-85, receipis
under privale franster dechined to.F 398 million during the year from 5 552 million in
the preceding Year.

14, Reflecting the marked increasa in expart prices and some fall in import
prices, e index of commpdily terms of frade (18975-T6-100) moved up from
120,14 in 18983-84 1016150 during 1584-B5. There was some decling in expori
volume, bul ihis offsel the Improvament in commedity terms oniy in part. As a
result, the income terms of trade index (1975-76-100] alzo wenl up Irdm 153.37 in
1983-84 to 184.50 in 1984-85.

15. 0t iz difhcull 1o predict how tho economy will Tare in 1985-B6, On
preliminary assessment, however, the scenario for the vear presenis a mixed
piclurg.. The terms ol rade are likely to detardorale o a notable extent during
1885-86 on account of & fall expected in export prices, Although remittances by
Bangladeshi workers have started picking up, itis yel (0 ba sean whether he frend
will persist. Al the same time, the deficl on services accourt |8 expected 1o
Increase to some extent on account of a dedling in invesiment income receipis dus
to low level of reserves, Thera may not also be a signilicant increase in aid and
loan disbursements, while substantial repayment of food credit is due in 1385-B5
Repayment of long-term and medium-term loans may also De higher:in 1885-88
than in 1384-B5, The balance of paymenls prospects do mol thus appear 1o be
lavourable. On the domestic frond, the pay and 2alary increases madein the case
of public sector employeas from Juna, 1985 and increases in administered pricas
iy axerl some pressure on ices. Keeping this in view and taking into account
the fast expansion in iquidity in the past three years, a cautious monelary and
credit policy & being pursued. Some difficulties in mongtary and credit
managemant ara, however, being created by the jute situation prevailing in the
country. A precipitous decling in raw jute prices on account of a large incraasa in
raw jute prodiction In 1985-86 necessitated substantial buffer stock operation
mainly through Bangladesh Jute Corporation, In view of the limited prospects of
exports of the quaniity purchased under the buller stock scheme, bulk of crodit
extended to the Corporation for financing the scheme may remain culstanding al
the end of June, 1986, The amoun! representing losses incurred by the jute mills in
the public sector in 1984-85 on account of lower export pricos as compared 10 cost
ol production has been segregated and is being mainiained in a separate accournt
Tne repayment of the sagragated amount will be spread over a three-year period.
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in view ol this and also becacse of the export difficulties which ar baing
expenenced with regard o jute goods, Ihe prospects of recavery of credit extendexd
io the Jute Milis Corporation do nol aiso appear to ba salefactosy. These
difficultias are. howavar, Deing souwght o be tackied through enforcing a discipline
in the use of credit by other public sector corporations as also by stepping up
recovery of cradit in the agricultural sector, A strict discipline is also being enforced
in the fiscal operations of the Government. Demand management policies which
are thus being carafully pursued will help contain the rate af inflation in the country
during 1985-86.
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16; According to the prebiminary estimate of the Planning Commessian, tha
Gross Domestic Product (GOP) increased by 3.8 per cant in 1984-85 {al 1979-80
faclor cost) as compared o an increase of 4.2" per cenl during 1883-84, Tha
growth in egricultural outpul was estimaied lower at 2.8 per cent during 1984-85 as
comparad o 3.6" per cent in the preceding year. Industral production increasad by
2.1 per cent during the yvear under report as against the Increase of 6.9° par cent
during Ihe previous year, Srowih in Power and Gas sector was also lower 8l 17,6
per cent during 1984-85 as compared to 2017 percent during 1283-84. Transpor
and Trage seciors, however, registered higher growih rates of 5.6 per cent each
during 1984-85 as against 4.8 per cent each during the praceding year. Growth of
Construciion and Housing Sectors during 1984-85 stood at the preceding year's
levelds of 2.0 per cant and 2.5 parcernt rezpactively. Oulpul of other sectars lumped
together roze by 5.5 per cent during 1984-85 as compared o 5.4 par cent dunng
1883-34,

17, Az the overall agriculural praduction in the country Increased by 2.8 per
cant during 1984-85 a5 compared o 3.68" par canl during the preceding year, na
share of agncultural sector in GDP declined marginally to 51.03 per cent irom
51.52 per cani in the previous year, Total loodgrains production estimated al
160.86% lakh tons in 1984-85 was 2.4 per cent higher than the production of 15713
lakh tons in the preceding year. Production of rice estimated al 146.22 lakh tans in
1984-85 was only slighily higher than the production of 14499 lakh tons m he
previous year., While the production of Aus and Aman rice declined by 13.6 par
cenl and 0.1 per cent 10 27,83 lakh tons and 7930 lakh tons respectivaly, thal o
Borg rice increased by 17.0 per cant (0 39.08 lakh tons during the vear, Production
of wheal registered an increase of 20.58 per cent 1o 14.64 lakh tons during the vear
as aganst 12.14 lakh lons in 1983-84,

18. The industrial sector which showed an appreciable iImprovement during
1983-54 recorded siower growth during 1984-85. Industrial production as a whiole
grew by 5.1 per cent in 1884-85 as comparad o the gr-uwlh of 6.9 per cent in the
pravious year. Tha sluggish growth of the industrial sector was attributabla partly 1o
the set-back n produciion on account of imegular power supply as also long
closure of some of the major industrial units lor everhauling and rancvation
However, despite slow-down in the overall rate of growth. the coniributon of tha

A= Aevisad, * Melric I
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indusirial sector to GDP increased marginally from B.5 per cent in 1983-84 10 8.7
par cent in 1984-85

19. Eftorts for invigorating the country's industrial sector continued during
1984-85. In addition o continuance and adaptations of various measures nitiated
under the New Industrial Policy (NIP) of 1982 for expanding the couniry's industrial
base, particularly in the private seclor, the Govemment sought to enhance further
the range of incentives for investmenis and exports in the Export Policy for
1984-85. In erder to promote exports, the rate of interest on export credit in respact
of the quantum of exports of non-tradifional ilems beyond target was reduced from
9.0 per cent to 7.0 per cent. A new provision of 100 per cent XPL in respect of
certain commoditias having high export potential was also infroduced during the
year. Ta support export of jute carpet, licence fee was substantially reduced from
Tk 10.000 0Tk 1,000. Tohelp local enfrepransurs develop a master hand,
100 per cent forasgn/joint venture iInvestment in garment indusiry for production of
panl, shirl, jacket and knitwear was banned. Measures for encouraging privale
sactor investmant continued during the year. These included liberaiised cradit and
import facilities for industries in less developed areas. simplification of procedures
for quick disposal ol new investment proposals and legal protection lor foraign
irvestment,

20. Az estimated by the Planning Commission, outpul of cotton clath rose by
46.B4 per cent fo 1,116 lakh yards during 1984-85 as compared to 760 lakh yards
produced during the preceding vear, Production of cotlon yvam wen! up by 11,09
parcent o 1,423 lakh ibs. during the vear as compared 1o 1,281 lakh [os, produced
during the previous year. Production of steel ingol remained unchanged al the
previous vears level of 78 thousand metric fons. Prodoection of paper and
nawsprint increased by 5608 per cent to 103 thousand matnic lons during the year
as compared 10 66 thousand melric tons during 1983-84, Production of cigaraties
and matches increased by 2.40 per cant and 2.48 par cent to 15,800 million sticks
and 124 lakh gross boxes during 1984-B5 from 15,430 million sticks and 121 takh
gross boxes respecilively in 1883-B4, Production of petrolsum products came
down by 3.42 per cant 1o $60 thousand melric tons during the year as comparad 1o
894 thousand melric fons during 1883-84. Production of chemical feritizer
declined by 5.14 per cent to 775 thousand metric tons during 1984-85 as
compared to B17 thousand melrc lons produced during (he prévious yoar,
Fertilizer production was altected due to disruption of power supply and closure of
factory for overhauling. Production of cement recorded a decline of 12.53 per cent
lo 250 thousand metric fons during 1984-85 from 286 thousand metnc lons
produced in 1983-84. Cemeni production appearad to have baan affected due 1o
Ibarakzad impors under the Wage Eamerss™ Scheme. Production of |ute goods
declined by 1,71 per cent to 5.75 lakh tons during the year under repor from 5,85
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lakh tons during the previous year, Jule goods production was aflected by lower
raw |ute production and highes jute price at the growers’ level. Production ol sugar
dechned substaniiaily by 41.72 per cent to 88 thousand matno fons during 1984-85
as compared to 151 thousand melric tons during the preceding year, Sugar
production suffered sel-back due to lower production of sugarcane B3 a resull of
heavy rainfall and diversion of sugarcane io ‘gur’ production in certain mill zones.

21, The Annual Development Programme (ADP) for 1984-85 originally
amvisaged a iotal public sector development outlay of Tk, 3896 00 crores which
was subsequently revised downward to TE 350842 crores. Domestic resources
for financing expendiiure Increaszed by Th 16342 croves of 2248 per cenl 1o
Tk, B30.42 crores in 1984-85 from Thk. 727.00 crores in the previcus year. The
revised development outlay al Tk. 3508.42 croras showed an increasa of 2.21 per
cant as compared o Tk, 3432.68 crores in the preceding year. The allocation of
funds for the mapr seciors during 1984-85 ware as follows ; Power Tk, 58282
croras, Flood Confrel and Water Resources Tk, 514.65 croras, Davelogmeant of
Upazilla Infrastructure and Assistance o Upazilla Parished Tk, 423.00 crores;
Agrcultura Tl 314.12 crores, Malural Resources Tk. 256.31 crores,  Industries
Tk. 239.79 croves, Transport Tk, 227.12 crores, Population Controland Haalth
Tk.210.22 crores, Educationand Religion Ti.128.82 crores, Housing and Prysical
Planning Tk. 108.17 crgres and Rural Developments and Institutons Tk, 110,21
crores. Allocations against other heads of expandiiure aggregated to Tk 383,08
crores, AHocations for Agrculture, Flood Control and Water Resources, Rural
Development, Populaton Control and Family Planning and Infrastructural
Development of Upazilla, which have a direct bearng on rural development,
together accounied for 44,81 per cent of the total outlay for 1984-85 as against
46.07 per cent during the previous yaar.

22, In the pnvate sector, a total of 818 industrial units were sanctioned and
registerad during the year with a total investment of Tk, 479,18 crores, including a
foreign ewchange component of Tk. 241,09 crores. This compared with 2505
mdustrial units sanctioned for a tofal investment of Tk. 1118.99 crores, including &
foreign exchange component of Tk. 473.05 crores during 1983-84. The major
industries which shared the Investmant during 1984-85 were : Textile Industries
(Tk. 235.57 crores). Engineering Industries (Tk. 93.03 crores), Food and Alied
Products (Tk. 55.B2 crores), Chemicals, Pharmaceuticals and Allied Industries
(Tk. 35.35 crores), Glass, Ceramic and other non-Metallic Mineral Products
(Tk. 14.89 crores), Paper, Board, Printing and Publishing (Tk. 10.80 crores),
Tannéry, Leather and Rubber Products (Tk, 8.66 crores), Forest Products and
Allied Industries (Tk. B.16 crores), Service Industries (Tk. 3.90 crores) and
Industries Mot Elsewhere Classified (Tk. 5.39 crores),
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23, Foodgrains pricas during mast of 1984-85 ruled at high levels on account
of production shortfallz due o floods and cycionic damage to rce crops, Chiner
factors for escalation of food prices might be the increases in manay supply and
fasl expansion of credil botn to the public and private sectors. High prices of ather
caszh crops ke ute and sugarcane also might hawve coniributed fo the upswing in
grain prices during the year. Tha Governmeant's foodgrainsg operalions wers thus
directed o coniain the uptrend in grain prices-and channelling reliet supplies to the
flood affected people. The public sale of grains through Open Market and supply of
food (o the desttutes under Vulnerabie Group Feeding and Gratuitous Relied
increased substaniially duning the vaar, In order o meet tha increased food defici
due io fleods, theGovernmanl had to make arrangemant for impart of 12.84 lakh
tons of foodgraing from its own cash resourcas in addition 1o ald imporis of 1306
lakh tons, For rationalizabion, both the procurament prices and raton sale prices of
fnodgraing were raised proportionately during the year. Public sale of whaat to the
appointed wheat grain crushers (Chakkis] was introduced in order to improve
marketing of grains in the rural areas. The domashic procurement of rice could not
make much headway because of ower marketable surplus and conseguent highar
prices in the open market. Altempt was, howavar, made to incraasa the domestic
procurament by raising procurement orices insome seleciad Aman growing areas.
The domestic procuremen of wheat picked up substantially because of good
harvest during the year.

24. The country average minimum ratail prica of coarse rice which stood at
Tk.712.00 per-guintal " atf the end of June, 1984 increased, amidst fluciuatons, 10
Tk, 782.00 per quintal al the end of Seplember, 1984 dus mainly lo light supply
position. The price registered slight deciines In late Movember. and early
December, 1884 with the arrival of the Aman rice in the market. Peak lewvel price of
coarse rica g Tk, 790.00 per quinfal was racordad al the and of March, 1985 Wiln
theincreased production and arrivats of the whaat and Boro rice in the market, the
country average minimum retail price of coarse rice dedlined during the las! two
months of 1884-85 and 2tood af Tk 672.00 per quintal at the end of June, 1955,

25, Imports of rice and whaat into the country during 1984-B5 stood at 6.90
takh tons and 19.00 lakh tons respectively as against 1.79 lakh lons of rice and
18,77 lakh tons of wheal dunng 1383-B4,

26. Infarnal precuremant of rice and paddy (in terma of rice] and hal of wheat
during 1984-B5 slood at 1.33 lakh fons and 2.15 lakh tons respeclively as
compared 1o 1.45 lakh tons of rice and 1.21 lakh tons of wheal procured during the
preqeding year.

"One uirdi= 2879 maunds

18



Price
Situation

Consumer
Price Index
(CP1)

27, Releases of rice and wheat from Governmant stocks duning 1984-85 stood
al 4,01 lakh tong and 21,61 lakh tons respectively as comparad 1o 503 lakh tons of
rica and 1548 lakh lons of wheal released durng 1983-84. Atthough offtakes
through the statutory rationing system daclined in 1984-85, raleasas (hrough Open
Marke! Sales, Vulnerable Group Feeding and Gratultous Relief increased during
the year,

28. The ration pnce of rice was enhanced from Tk 630,00 per  quintal  fo
Th.718.00 per quinial with effect from December 23,1984, The ranon price of wheat
was enhanced from. Tk 41530 o Tk, 46348 per. guintal with aifect from April 1,
1985. Tha procurament pricaes of paddy and rice wera  also enhanced from
Tk, 385.80and TKe02.80 per quintal 10 TK.442.10 and Tk 664.50 per quintal
regpectvely with effect from Awgust 14, 1984, The procurement prices of paddy
and rce were again enhanced to TK. 468.82 and Tk, 704.57 per guintal
respectively with effect from January 37, 1985 for 18 aselected gisincls. The
praocurement price of wheal was enhanced from Tk, 385.80 to Tk, 434 00 per
guintal with effect from March 18, 1985

29, The pnoe silualion in the country mantanad the uptrend during 1984-85,
and a large number of essential consumer goods recorded substantial increases
during the year, This was reflectad in the overall consumer price indicas of the
principal urban cantras of the countsy. The averape Consumer Price |ndex (TP}
(1873-F4 = 100} for Dhaka middlie income families often used as a measura of
inflation recorded an mcraase of 10.94 par cant during 1584-85 as against the rise
of 867 per cent duning 19583-84. The rise in prices during 1he year was attnbutable
mainly to the lagged eflect of large expansion in liquidity during 1983-84, shortlall
in loodgraing produclion and high prices of cash crops during 1984-85 These
coupled with further expansion of credit 10 both the public and private sectors
during the year added 1o the price prossure

30, The 'general’ CPl for the middie [ncome families In Dhaka city
(1873-74-100) which stood at 382,26 in June, 1984 rosa to 411.56 in June, 1985
indicating an increase of 7-66 per cenl over the year on a point to poinl basis as
against 12,33 per cent duning 1983-84, The rise was shared by all the sub-lndicas,
wiz., ‘food” {+5.00% to 401.58), ‘fual and lighting’ (+8.81% to 516,93), 'housing and
household requisites’ [ +8.58% to 477 89}, clothing and footwear” | +5.78% 1o
258.68) and ‘miscelaneous” items { + 2098% to 410,76,

31. The 'general’ CPl for the middle income families in Chittagong

(1873-74 = 100) increased by 7.24 per cent fo 451.43 in 1884-85 as comparad 1o
an increase of 16.57 par cent durng 1983-84. Tha increase was refiected in all the
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sub-indicas, excepting ‘clothing and lootwear’, viz., foad’ ( + B.O1% o 445.25),
Tual and lighting” [+ 14.95% 1o 329.91), "housing and household reguisites’
[ +6.66% to B49.58] and "'miscellanacws” Hams [+ 9.43% to 413.19), The sub-tndex
far ‘clothing and footwear” declined by 1,72 per cent 1o 265.72 over the year

32. The ‘general’ CPI for Khuina middle income families (1973-74 = 100) went
up by 6.23 per cent to 388.70 In 1984-85 as compared o the increasa of 13.25 par
cant during 1983-84, This was reflected in all the sub-indices, excepling 'housing
and household requisites’ viz., food’ {+ 3.86% o 391.95), ‘'fuel and lighting'
(+24.75% o 44068}, ‘clothing and loctwear' {+ 15.29% o 278.25) and
‘miscetlaneous’ items [+ 19.35% o0 368.90). The nse was, however, parly
neutralized by a decline in the sub-indax for ‘housing and household requisites
which came down by 7.20 per cent 1o 406.50 over the year.

33. The 'genesal’ CPI for Raishahi middle income families (1973-74- 100)
rase by 14.00 per cant to 397,28 in 1884-B5 as against the increase of 6.03 per
cenl durng 1983-B4. The fse was shared by all the sub-indices vz, laod’
[+663% to 374,02}, fuel and lighting” { + 42.22% fo 642.13). ‘housing and
housahald requisites’ (+ 1.49% to 430.81), ‘clothing and fodtwsar’ [+ 8.54% to
273.32) and 'mizcellansous’ items [+ 25.00% 1o 399.01) over the vear.

34, The wage ralos for different kindz of labouress In the country, as comipled
by the Bangladesh Bureau of Siafistics, recorded improvement during 1984-85.
The average index (1969-70-100) of nominal wages which stood al 684 in
18983-84 went up by 1213 percent 1o V67 in 1984-85. The index of agricultural
wages recorded the highest increase of 20,45 per cant (from 572 to 6831 while
those i manufactudng, construction and fisheres increaszad by 10,14 par cant
ffrom 720 to 793}, 2.42 per cent (from 754 10 825) and 12.62 per cent (from 654 o
737 respectivaly during 1984-85.

35, Gross domestic savings at current prices during 1584-85, as astimated by
the Planning Commission, stood at Tk, 1506.00 crores which was 30.96 per cent
higher than Tk. 1150.00 crores during 1983-84. The ratio of gross domestic
zavings to GOF also stood higher at 4.15-as compared 1o 3.66 in 1983-84, Tha
ratio of national savings to GODP (at current pricas) increased 1o 807 in 1884-85
from B.86 in 1983-B4, Gross domestic investment at current prices stood higha: al
Tk, 5,800.00 crores in 1984-85 as comparad fo Tk, 5.084.00 crores in the
praceding year. The ratio of gross domeslic invastimen! to GDP improvad from
16.17 In 1583-B4 to 16.23 in 1984-85
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Money
Supply

MONETARY AND BANKING DEVELOPMENTS

36, Monetary expansion continued dunng 1984-85 bul at a skower pace than
in fhe preceding year, Money supgaly (M =Narrow Money) increased by Tk, 681.8
crofes (19.2% 0 10 Tk, 4231.8 crores during the year under report as comparad 1o
the increase of Tk, 315.7 croras (34.8% ) during the preceding year. During the fist
guarter of 1984-85. ie, July-Seplember, 1984 money supply showed a small
Increase of Th: 119.3 crores (3.4%) but in the following quarter It rose markedly by
Tk, 557.5 crores (15.2%). Although M, recorded a decline of Tk, 409.2 crores
(9.7% ) in the third guartes, i recorded a substantial increaze of Th. 414.2 erores
(10.8%5) in the lasi quarer of the vear,

a7. An analysis of the causative factors of the change in money supply during
1984-85 reveals that the expansionary impact emanated entirely from increased
cradit 1o both private and public sectors. Credil 1o the private and public sectors
expanded by Tk, 1976.2 crores and Th. 677.4 crotes respectivedy. These warns,
however, largely offsat by the contractionary impact of the accruals of Tk. 1466.5
crores in tre doposits, a deficit of TR, 14397 crores in the counitry’s inlamational
account and a surplus of Tk, 66.2 crores in the fiscal operation of the Govemmernt
Miscallansous factors were also contractionary 1o the lune of Tk, 280.4 crores.

CAUSATIVE FACTORS OF THE CHANGE IN MOMNEY SUPPLY
[Tqb_:a I crofes)

Particulars Az on A on Changes
0 30.6.85 | 30.6.84
1. Currency Oulside Banks 17229 15564 + 166.5
2,  Demand Deposils 25089 109836 + 515.3
Change in Money Supply (M, ) 6818
CASUATIVE FACTORS
Expansion (+}
Contraction (=)
A. Government Sector (Net): - 66.2
il Governmant Fiscal Operation - 155
il Government Currency Liabilties o E
B. Public Sector (Including Investmants) + B77.4
C. Private Sector (Including inmvestments) + 18762
0. Tima Deposits (Increasa —) - 14665
E. Foreign Saclor (MNet) - 1487
F. Miscelkaneous Factors J - 2084
Total: + GE1.8
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38. Of the components of maney supply (M ), currency outside banles went up
by Tk. 166.5 crores (10.7%) 1o Tk. 1722.9 crores during 1984-85, while demand
deposis increased by Tk, 515.3 crores [25.8%) to Tk, 2508.8 crores. The guarterly
movements of money supply and (15 components during 1984-B5 are shown
balow :

MONEY SUPPLY
{Taka in crores)

Currency | Demand | Money | Changes n
Az on Cutside | Deposits | Supply | Money Supply
Banks (M (M)
June 30, 1954 18564 15836 35500 -
September 30, 1584 1733.7 19356 36683 +119.3
December 31, 1984 TR0 25018 42268 + BEZ.B
March 31, 1985 16723 21453 8176 -408.2
Jure 30, 1985 17228 25089 42318 + 4142

39. Broad money (M } or liquidity increased by Tk. 2148.3 crores (25 6% to
Tk. 10534.2 crores during 1984-85 as compared to the larger incréase of
Tk. 2487.6 crofes (42.2%) in the preceding year. Of the components, time
deposits or quasi-money rose by Tk, 1466.5 crores (30.3%) in 1984-85 as
compared 1o The ncrease of Tk 15719 crores (48.2%) in the preceding year.
Demand deposits rose by Tk, 515.3 crores (25.8% ) during the year as comparad
to the rise ol Tk. 497.9 crores (33.3%) in 1983-84. Currency outside banks
also rose by Tk. 166.5 crores [10.7%) during 19B4-B5 as comparad 1o the
increasae of Tk. 417.8  crores (36.7%) in the preceding year. The percentage
sharas of time deposits, demand deposits and currency oulside banks in broad
money. stood at 598, 238 and 164 a1 the end of June. 1385 as comparad
with 57,7, 23.8 and 18.5 respectively at the end of the preceding year. This
reflectad a continued growth N assel demand for money in response o the
positive real rate of interest offered by banks on term deposiis.

40, The following table shows the comparative movements of broad monay
(M} during 1983-84 and 1984-85:
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CHANGES IN BROAD MOMNEY

{Taka in crones)

_ June, June, June, % Changes
Particulars 1883 1984 1985
198384 | 1984-85
1. Curfrancy Dulside 1386 15564 47228 « 36T  « 107
Banks
2. Demand Deposits 14957 19836 25089 + 333 + P5E
3 Time Deposils 32640 48350 EB3024 482 v 30.3
Total : SE98.3 B3B59 105342 + 422 + 256

41, The income velocity of money (GOP « M ) declined by 0.4 to 3.8 dunng
18B4-85 as compared fo a decline of 0.7 during 1983-84,

INCOME VELOCITY OF MONEY

(Taka in crores)

GOF at Broad Income valocily
Particulars Market Money (M | of Mongy
price * (Col. 2-3)

1 2 3 4
1982-83 28.842.3 5RY9B.3 4.8
1983-84 34,992 2 B385.9 4.2
1984-85 398731 10534 2 3.8

* Bangladesh Buesau af Staisbcs

42 The outstanding level of credil exlended by the scheduled banks
increased by Tk 2248.3 crores [(33.4%) during 1984-B5-as againzst the increase of
Tk. 1B24.1 crores (37.1%) in the preceding year. Of the components of bank
Bank Credit credit, advances increased by Tk, 2134.5 croras (33.2%), while bills purchased
and discounted went up by Tk, 113.8 crores [37.9% ) during the yvear. The quartesly
movamenl of bank credit is shown below -
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Bank Deposiis

CHANGES IN BAMK CREDIT

(Taka in crofes)

Advances|Bills as %
As on Advances Bils | Total | ag % of| of Total
Cradit Total Crsdit

Credit
June 30, 1954 6436.2 3003 67365 955 4.5
Seplambar 30, 1584 E5808.4 2834 BBT1B 959 4.1
December 31, 1984 7739.2 4791 81183 953 4.7
March 31, 1885 7E14.8 3625 BI1773 95 5 4.4
June 30, 1985 BETO.7 4141 B9B4B 95 4 4.6

43. Bank deposils (excluding inter~bank ilems) ragistered an increase of

Tk, 1981.8 crores (29.0%) during 1984-85 as compared 1o the

increasa o

Tk 20705 crores (43.5%) in the preceding year, The increass ook place both
in damand and time deposits which want up by Tk. 515.1 crores (25.9%) fo
Tk 2508.7 crores and by Tk, 1466.5 crores (30.3% ) 1o Tk. 6302.4 crores respecti
vaty, The guarterly movement of bank deposiis s shown below

CHANGES IN BANK DEPOSITS

(Taka in crores)

Demand Time| Total | Demand Time

AE.on Deposits | Deposits [Deposils| Deposits | Deposits

s 85 o

ol Total | ol Total

Deposits | Deposils

June 30, 1584 19834 48359 B820.3 292 LR
Seplember 30, 1984 1935.3 4965 5 6201.2 28.0 2.0
December 31, 1984 25015 SB314  B3329 30.0 0.0
barch 31, 1985 21441 56581 Tan2.2 2758 T2.5
Junie 30, 1985 2508.7 63024 B3I 28.5 715

44, As a resull of continued efforts of scheduled banks under the directives of
the Bangladesh Bank, the share ol both deposits mobilized in rural areas as wall
a5 advances granted there in lotal bank deposits and sdvances showed
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improvemant in percentage and absodute lerms in recant years. In the year endad
Juna, 1885, the share of rural deposits stood at 17.27 per cent as compared 10
17.06 per cent at the end of Juna, 1884. Similarly, the shara of bank advances in
rural areas rose 1o 28,50 per cent at the end of June, 1885 from 25.78 per cant af
the end ol June, 1884, In absolute terms, rural advances stood at Tk, 2545.90
clores a5 against the rural deposits of Tk, 1615.89 crores al the end ol June, 1885
as compared with Tk, 1681.19 crores and Tk, 1227.47 crores respectively at tha
and ol June, 1884. Thus the trend of rural advances axceeding rural deposits
confinued during the year. The percentage distribution of deposits and advances
by rural and urban areas lor the last five years is shown below:

PERCENTAGE DISTRIBUTION OF BANK ADVANCES
AND DEPOSITS BY AREAS (URBAN AND RURAL)

Az on Advancas Deposiis
Rural LIroan Rurai LUroan
dJune 30, 1381 12.41 BT.58 15.89 Bd 11
June 30, 1982 13.22 B6.78 1542 B4 .58
Jure 30, 1983 18.60 81.40 16.75 R3.25
June 30, 1584 25.78 7422 17.06 B2.94
June 30, 1985 28.50 ¥1.50 1727 B2.73

45. The credit /deposit ratho of the scheduled banks which stood at 0.77 as on
Jurne 30, 1984 increased (o 0.871 on Seplember 29, 1984 but came down to (080 on
Dacember 30, 1984. Thea ratio again went up to 0.85 on March 28, 1985 but finally
came down o 081 on Jume 30, 1885 Scheduled banks' bormowings from the
Bangladash Bank increased from Tk 12750 croreson  June 30, 1984 1o
Tk. 1407.5 crores on Seplember 30,1984 and further o Tk 184232 crores on
December 31, 18984, Thereafter, bormowings picked up to Tk 18882 crores on
March 31, 1985 and further 1o Tk. 2080.8 crores on Jfune 30, 1885, showing an
increase of Tk BOb.B crores over the year, Scheduled banks' balances with the
Bangladesh Bank increased by Tk. 2073 crores la Tk, 613.3 crores while cash in
their tills increased by Tk, 40.2 crores to Tk, 2757 crores over the year.

46. The Bank Rate was raisad fram 10.5 per cen! o 11.0 par cent per annum
with effect from January 1, 1985,

47. Mo baslc change was made in the Interast rates policy dunng 1984-85

except the following ;
a) Inorder toencourage rural savings the rate of interest on Savings Bank
Accounts with chequing facility maintained by individuals in the bank
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b)

branches of rurai areas was enhanced from 8.5 per cant to 9.5 per cent
per annum with effect from July 1, 1984 and further to 10.5 per ceni
from January 1, 1986, The rate of inlerest on deposits without chequing
facility maintained by individuals in bank braches of rural areas was
similarly raised from 10.0 per cent fo 11.0 per cent per annum with
effect from January 1, 1985

The following changes were made in the interest rales on loans and
advances !

1

i)

i}

w)

v)

v

Rate of interest on all advances on account of commercial
imports, inciuding advances against PAD account relating fo
commercial import bills as well as other post-shipment advances
e C.C/LIM ete. to commercial importers was raised from 16.0
per cerl o 18.0 per cent per annum with effect from Decembar
15, 18984,

Ratez of interest on post-import advances against imponts under
barter for Industrial and commercial imports both in the privale
and the public sectors were reduced from 145 per cent and 18.0
per cent o 125 per cent and 16.0 per cent per apnum
respectivaly with affect from April 1, 1985,

Rate of interest on working capital finance o jute milis, including
jute spinning mills, was charged intially at 14.5 per cant per
annum instead of 12.0 per cenl with effect from February 1, 1085
but refund of interest was allowed @2.5 per cent of the valua of
jute goods exported by the respective mills alter shipmant was
eflected.

Rates of interest on advances for imternal frading purpose,
including such trade loans under the small loan schema wase
revized upward and fixed al 16.0 per cent par annum on advances
against limit up 1o Tk. 1.0 lakh and 180 per cenl on ad-
vances against limit exceeding Tk, 1.0 lakh with affect from
January 1, 1985,

Rate of inferest on advances agamst FDR was initiatly enhanced
from 16.0 per cent o 1B.0 per cent per annum with efiect from
Movember 1, 1984 and further 1o 20.0 per cent par annum wilh
effect from December 1, 1984, However, effective from March 1,
1885, rate of interest on advances upto an amount of Tk. 1.0 lakh
against FOR was fixed at 3.0 per cent above the rate allowed on
retevant FDR.

Rate of interest on advances against other financial obbgations
like Government Sanchava Patraz, ICB Unit Certificates. Wage
Eamers’ Development Bonds, Insurance Paolicles, FO/NFCD
account under WES and’'goldigold omaments was raised lrom
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Cash Reserve

16.0 per cenl 1o 18.0 par canl per annum wilh elfect fram
Movember 1, 1984,

wl} It was decided that exporers ol non-traditional goods whose
export earnings from & commodity during 1958485 would exceed
the eamings of the previous year from the same commaodity by
mara than the sectoral targel of increase set for tha year would be

green an interest rebate of 2.0 per cent per annum on a portion of
exporl cradil allowed o tharm,

48, The staiutory cash resarve requiremant of the scheduled banks remained

Reguirement unchangad atl 5.0 par cant ol thair folal demand and time labilifies.

Liquidity
Ratic

Interest
Subsidy
(Export
Credit
Scheme)

Dapaosit
Pension
Schame

Deposit

Inaurance
Schame

Credit
Guarantea
Scheme

49, The statutory liquidity ratio of the scheduled banks, except the Bangladesh
krishi Bank and the Bangladesh Shilpa Bank, dunng 1984-85 ramamed
unchanged at 25.0 per cent of thair total demand liabilities while the liquidity ratic in
respect of lolal time llablliles was reducad lrom 25.0 per cenl to 22,0 per cant with
effect from August 16, 1984, The Bangladesh Knshi Bank and the Bangladesh
Shilpa Bank were earlier exempted by the Government from the requirement of
rmaintaining liquid assats as requined under seclion 28 of the Banking Campanies
Ordinance, 1962

50. The Interest subsidy (Export Credit) scheme introduced in May, 1983
remained in force during 1984-85. The rate of interest subsidy also remained
unchanged at 5:5 per cent par annum during the year. Total amount of interes!
subsidy allowed to the banks during 1984-85 on accouni aof their financing
non-fraditional items of exporls was Tk 091 crore.

61, The Deposit Pension Scheme introduced In September, 1983 for
implementation by the nationalised banks remained in force durng 1984-85.

52, |n order 1o profact the imerest of depositors, @ scheme fitled “Deposit
Insurance Schema’™ was infroduced with effect from Auwgust 11, 1984, Ewvery
scheduled bank s required 1o be Insured under the scheme. In the event of
winding up of an insured bank every depositor is guaranteed to recsive payment
fram Bangladesh Bank of an amount equal 1o his deposit subject to a maximum of
Th. 50,000 anly, Every insurec bank is liable to pay to Bangiadesh Bank a premium
# 4 paisa per annum per one hundred Taka of deposits on a hall-yearty basis.

53. Under the Industrial Cradit Guarantes Scheme of Bangladesh Bank, 159
guarantees were (ssued covering a total amount of loans of Tk. 13.09 crores during
1954-85,

54. The credit policy pursued by the Bangladesh Bank during 1984-85
continued o be aimed al ensuring deployment of scarce bank resources in the
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Pollcy and
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best possible manner for increasing production, employment and real income.
Within these broad objectives, both salectve and gquantitative credit control and
support measures were adopted dunng the year having regard 1o the
socio-aconomic priorities, distibutive justice, reglonal balance and need for
containing money supply within a safa limid, impodant credit- contred and supporn
measures adopted during the year wem as under:

1. Small Loans:

&)

b)

d)

in order to mest the cradit requirements of borrowers of small
means, including small and cottage indusiries and self-employed
persons, particularly in rural and semi-urban areas, a cradit targel
of small loan was fixed for sach of the nafionalised commercial
hanks as well as Pubali Bank Lid, and Uittara Bank Lid, at 1.0 per
cent of their total demand and time liabilities as on December 31,
1984 for disbursement from January 1o Juna, 1985, Categories of
amall loans and their respective targel shares were as undear:

iy amall & cottage indusiries S0%
il Retail trade 25%
i) Oiher self-omployed persons 20%
i) Rural efechilication 5%
T00%

A credit target of 1.0 per cent of tolal demand and time iabilites of
aach of the foreign banks and private banks excluding Puball and
Uttara Banks Ltd, as on December 31, 15884 was also fixed for
dishursement lothe small-scale industnes during the panod rom
January o June, 1985, For this purpose, a small-scale industry
was defined as one with fixed cost not exceaeding Tk, 25.0 lakhs,
axcluding cost of land and buikding.

The credit scheme for financing working capital of hosiery industry
introduced in August. 1883 remained in aperation during 1984-85.
A total amound of Tk 3.65 crores was disbursed under the
scheme during the year,

The special credil programme for small and cottage industres
introduced in 1878 remained in force during the year. A fresh
credil allocation of Tk. 20.00 crores was mada during tha year
raising the total allocation under the programme to Tk, 42.20
CIMES.

2. Transport Sector:

a)

Transport sactor continued to be frealed as a pronty sector
Foreign banks operating in Bangladesh and private sector banks,
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excluding Puball Bank Lid. and Uttara Bank Lid., wera given a
credit target of 1.0 per cent of their tofal demand and time
liabililles as on Decembar 31, 1284 for disbursement In fhe
fransport sector during January-June, 1985

Bl In order o mest the credit requiremenis of the road transport
gactor, banks were advised 1o extend credidl fo the transport
operators for purchase of new trucks and buses provided they had
gither fully adjusted or substanlially reduced their previous
outstanding bank loans on this account. Banks were also advizad
1o finance new bomowers in the fransport secior on the basis of
heir credit-warthinass and could ask for additional collaleral or &
higher margin. Banks were also advised to consider rescheduling
of repayment of the fransport icans whera ranspor operations
wera digrupted because of flood.

Housing Sector:

Housing continued 1o be treated as a prioeity seclor,  Loan  calling of
Th.5.00 lakhs perbarrowar for construction of residential houses which
was fixad earlierwas waived witheffect from August 231984 Maximum
repayment perod of loans for construction of residential houses was
also extended up to 15 years. However, repayment period for
commercial bullding loans remained unchanged al 12 years.

Export Credit:

In grder 1o boost expors, paricularly of non-traditional fems (items
othar than Jute and Jute goods excluding Jule carpet and lea other
than packet lea), provision for liberal credit facilities infroduced earlier
cortinued during 1884-85. The fallowing measures were also taken
dunng. the yeaar;

il Banks were advised not 19 reluss exporl credil to first tme
applicants.

i} Prowvision for charging interest on clean loans under “Duty Draw
Back Cradit Scheme” which remained unadpsted after the
prescribed perod of repayment was withdrawn with effect from
January 10, 1885

Industrial Sector:

a) The arrangements which were streamiined for timely availability of
working capital finance from naticnalised commercial banks for
new industries se1 up with financial assistance from Development
Financial Institutions (DFlz) incleding those approved by tha
Irvestiment Board or Permission Committee headed by the
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0.

Direcior General of Industries Division, confinued to remain in
force during the year,

b} Banks were advised to invest in term lending for project finance
the available surplus funds against time liabilities. 1he statutory
figuidity requirernent for which was reduced from 250 per cent 1o
23.0 par cent with effect from August 16, 1984,

Advances against Real Estates:
Resinchon was imposad on advances against real estates as pnmary
security with effect fram August 13, 1984 axcept in the lollowing cases:
iy  Loans for construction of residential houses and commercial
buildings,
i) Credifacility to confractors in connaction with work undertaken
for supply of goods and sarvices.
iliy Fimancing of industrfal project against the primary sacurity aof
land, building and other assets which form a part of the
projects.

Advances against Wage Eamers' Development Bond (WEDB):
Advances against the security of Wage Eamers’ Development Bond
(WEDB) were allowed with effect from July 15, 1984 irrespective of
purpose. A minimum mangin requirement of 20.0 per cent was imposed
on such advances with sffect from October 28, 1584,

Advances against 2-Year Special Treasury Bond:
Grant of advances agains! 2-Year Special Treasury Bonds was
prohibited with affect from Movember 23, 1984,

Post-import Finance:

a} Post-import inance relating to import of sugar was prohibiled
with effect from October 16, 1884.

b} Posl-import linance to commercial importers was prohibiled
with effect from March 3, 1985 in respect of impart of C.). shest,
second hand clothas and palm oil. Restriction on post-Impord
finance to commercial imporiers in respect of oil seeds and
edible. oil continued during the year.

Advances against FOR and other Financial Obligations:
Effective from Octorber 29, 1884 a minimum margin reguirement of
20.0 per cent was imposed on advances against the security of FDR
and other financial obiigations, viz.,Governmeant Sanchaya Patras, ICB
Unit Certificates and Insurance Policies.
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11.

13.

14,

15.

Advances against Non-resident Foreign Currency Deposit (NFCD)
Account under Wage Earners’ Scheme:

Effective from October 29, 1984, advances against the-secunty of
NFCD receipts were allowed 1o the hokders thereof, subject to a
minimum margin requirement of 25.0 par cent al the official rate of
exchange.

Credit Facility for Import of Old Ships under the WES for
Scrapping Purpose:

Cradit facility for import of old ships under the Wage Eamers’' Schema
for scrapping purpose which was subjected 1o a maximum margin
raquirement of 50.0 par cent of the purchase price of vesseal at IP rata
was made subject to & minimum margin requirement of 25.0 per cent
with effeci from February 10, 1985,

Credit Facility to Oil Mills for Purchase of Locally Produced Ol
Seeds:

Effective from August 13, 1984, minimum margin requirement on
advances o ofl mils for locally produced oll seads amd finished
producis was reduced from 50.0 per cent to 25.0 per cent. Time limit for
grant of such credit faciity was extended uplo November 30, 1985,

Margin Requirement for Opening L/Cs for Imports:
Margin reguirement for opening L'Cs for indusirial imporis. and
spacified commerdial impors remained unchangad at a mammum of 5.0
per cent but nol above 25.0 per cent. In the case of the folkowing
commercial imports a minimum margin requiremeant or gpaning L'Cs
was raised as indicated below:
i}  Minimum mangin requiremant for opening of L'Cs for import of
sall was raisad o 50.0 per cant with affect from Movember 20,
1984,
iy Effective from January 23, 1985, minimum margin raguirament
for opaning LGS Tor import of textile labrics axcepl gray ciolh
was enhanced to 50.0 par cent

Other Measures Relating to Bank Credit:

a) A new credit scheme for self-employment of graduate
engineers was introduced with effect from Ociober 9, 1984,
Loan upto a maximum limit of Tk. 30.0 lakhs may be granted for
sefting up an industrial project by & company formed by at least
3 graduate enginsers.

b} Loans io sall growers werg aflowed by 4 natonalsed
commercial banks, Pubali Bank Ltd. and the Bangtadesh Krishi
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Bank af the rate of Tk. 2,000 per acre of land uplo a maximum
of Tk: 10,000 per borrower during ihe salt growing season of
1884-85.

c} Banks were allowed o realise service charge on term loans
from their clients by mutual arangemenis subject to the
condilion that the rate of interest inclusive of service charge
wouid not exceed 16.0 per cent per annum.The service charge
of 2.0 per cont par annum fived eardier on lpans wnder
different special credit programmes/schemes was dlso in force
during the year.

&5, In respect of refinance, Bangladesh Bank's policy contineed 1o be aimed
at encouraging banks 1o raly mainly on their own resources lor their credit
operations. Howeaver, keeping in view the economic prionties and the need for
seasonal credit expansion, Bangladesh Bank continued o provide refinance
accommodalion to banks inocase of genuine needs. The basic fealures of the
refinance programme followed by the Bank during 1984-85 were as under:

56, Refinance facility to the extent of a maximum of 30.0 per cent of the total
credil axtended by the banks tothe jute sector was aflowed, The rate of inlerest on
such refinance was B.50 per cent per annum.

57. Refinance against axport credi for tea excluding packat 1ea was allowad
to the extent of 100.0 per cent of outstanding advances less overdues al an
interest rate of 8.50 per canl per annum.

5B. The pre-shipment expor finance by banks for non-traditional items (i.e
flems other than jule and jule goods excluding jute carpet and tea other than
packet teal which was eligible for 100.0 per cent refinance at a concessional
interest rate of 5.50 per cent per annum was reduced to 5.25 per cent per annum.
Export credit was defined as a credil extended against firm exporl confractaxpar
L'C or & credit provided as working capital o a 100.0 per cent export criented
industry. Export credit lying outslanding beyond 180 days was nat, howaver,
eligitde for any concessionary refinance,

53 A refinance Amdt upto 1.0 per cent of the total demand and tma fabilibes of
the banks as on last Thursday of June, 1984 was admissible to banks at Bank Rate
for imporl finance In the private - secbor.

60, Upto 5000 per -:%nt of the cradil extended by banks to sugar mills was
gligible for refinance al Bank Rate.
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61. Refinance fo the extent of 50.0 per cent of the credits provided as working
capital to iInduztries established on or afier July 1, 1983 was admissibie to banks at

Bank Rale.

62. Refinance faciily was allowed 1o banks by way of {l) rediscounting of
export bills and (i) overdraft against export bills to the extent of 50.0 per cent and
100.0 per cent ol the bills in respect of raditional and non-traditional exports
respectively. The rate of interest for refinance relating fo traditional itermns of exporl
was 8.50 per cent per annum while that in respect of non-traditional items was 5.50
per Cent per annum.

63. Refinanca 1o the extent of 100.0 per cent of loans extended under Duty
Drawback Credit Schame was available (o banks free o Inlerest

g4. A refinance scheme was introduced in 1984-85 for facilitaling
concessional bank finance against the purchase of locally produced machineries
and equipments by selected banks and Devalopment Financial Institutions {DF(s)
Refinance to the extent of 100.0 par cent of such advances was admizsible at an
interest rate of 2.0 per cent below the rate charged by the banks/QF|s concamed
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DEVELOPMENT OF BANKING FACILITIES AND FINANCE

&5, Two of the natioralized banks, namely, Puball Bank and Uttara Bank were
transferred to the private sector during 1984-85. The number of private sectos
Banks thus stood at 8 including the six newly set-up private banks, viz_, (1] Nationa!
Bank Ltd. (2) The City Bank Ltd. {3) United Commercial Bank Lid, {4} IFIC Bank
Lid. (5) Arab Bangladesh Bank Lid, and (8) Islami Bank Bangladesh Ltd. With the
transfer of Pubali Bank Ltd: and Uttara Bank Ltd, 1o the private =ector, the lotal
number of private bank branches markedly increased to 632 in 198485 from 46 in
198584,

66, The table below shows position of paid-up capital as on June 30, 1885,
composition of shares and comparative posgition of deposits, loans and advances
and profitloss of the banks in the private sector for the years ended Decambar 31,
1883 and 1584.
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67. The islami Bank Bangladesh Ltd. (IBBL) which was incorporated in March,
1883 and commenced business farmally in August of the same year is the only
bank oparating in the country under the principles of Islamic Shanah, The businass
of the bank regisiered & phenomenal growih in 1984, Total assets of the bank
siood at- Tk104.30 crores at the and of 1984 as against Tk, 22.30 crores-at the
end of 1883, Deposits of the IBBL increased (o TH, 55.52 crores at the end of 1884
from Tk. B.29 crores at ihe end of tha preceding year. Investmentz of the bank
increasad more than aight-fold from Thk. 5.50 croras al the end of 1983 to Tk, 45.70
crofes at the end of 1984, The bank eamed a pretax profit of Tk 0.53 crore in
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1984, The bank opened four new branches during the calendar year 1884 raising
its total number of branches o seven al tha end of the year.

g8. The Isio—! Bank accepts Currant Deposits, PLS (Profit & Loss Sharing),
Ordinary Savings Deposits, PLS Term Deposits for periods ranging from 12
mionths to 36 months and PLS Shorl-Motice Deposits. The PLS Ordinary Deposits
and PLS Term Deposits eamed profits ail rates varying from $.80% to 14.00% in
1983. Tha bank deciared higher rates of profit 1o depositors of different categories
in 1984 as shown bealow—

PLS Short MNotice Account 4.95%
PLS Savings Deposit Account 9.88%
PLS Term Deposit Accoun!:

12 bonihs 11.31%
18 ! 12.00%
24 " 12.78%
30 ! 1342%
36 ? 14.153%

69. As on June 30, 1985, the deposits and investments of the lsiami Bank
Bangladesh Lid. amounted to Tk 104,23 crores and Tk, 78.13 crores respectively
as agamnst Tk 30.61 crores and Tk. 28.19 crores respectively at the and of June,
1984,

70. A total of 147 bank branches were opaned in Bangladash by the
schedulad banks during 1984-85 as against 209 bank branches opaned during
1983-84. One branch of Pubal Bank Lid. was closed during the year. Thus tha
total number of schaduled bank branches in Bangladesh stood at 4,963, including
632 private sector bank branches as on June 30, 1985 as against 4 817 as on
June 30, 1984, Tha number of rural brenches accounted for 67.20 percent of toial
bank branches as on Juna 30, 1985 as against 67,01 per cent as on June 20,
1884, The number of nationalised bank branches operating in foreign countries
during the year remained unchanged at 14, Thera were 21 branches of seven
loraign banks operating in Bangiadesh during 1984-85 a= against 20 during thea
Previous year.

71, Bangladesh Bank carried oul comprohensive inspection of the differant
scheduled banks (nationalised and private, including foreign banks) during the
year. While inspection in raspact of 12 major banks was fully completed, that of 4
banks was in progress, In addition, summary and special inspection of 137
branches of commercial banks were conducted during the year under repart,
Irreqularities datected were brought lo the notice of commercial banks for laking
necessary action,
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72, Adequate finance from the banking system continued 1o be mads
avallable for juie trade and jute mills, including jute spinning mills, during 1984-85
jute season. The commercial banks sanctioned cash credit and packing credit for
financing movemant of raw jute a5 well as mesaling tne working capital raguiremart
of jute mills. Peak level utilisation of bank credit by jute sector stood at Tk 122352
grores as on January 3, 1985 as against Tk, 780.35 crores during the previous
year. Refinance availedof by the banks from the Bangladesh Bank al peak level
during the year under report siood at Tk, 205.40 crores which came down o
Tk 172,89 crores at the end of Juns, 1985,

73. As in the previcus year, a lotal cradit imit of Tk 50.00 crores was
arrangad from Sonall Bank and Janata Bank for the sugar milts under the controd of
Bangladesh Sugar and Food Industries Corparation for financing porduction of
sugar during 1984-85. Refinance limil of Tk.12.67 crores against advances lo
sugar mills was sanciioned against which therse was no cutstanding as at the and
of the year under repart.

74, Befirance [imit against Bangladesh Textite Mills Corporation was set at a
maximum of Tk.15.00 crares in July, 1984. As al the end of the year 1384 the limit
was reduced to Tk 3.00 crores against which the entire refinance remained
outstanding.

75. Refinance at peak level availed of by difterent banks from the Bangladesh
Bank agalnst thelr advances o Bangladesh Pelrofeum Corpoealon siood at
Tk.60.00 crores as on September 13, 1984 which came down to Tk, 16.60 crores at
the end of June, 1985,

76, Asum of Tk.175.00 crares was made available by the nationalised banks
and a counter- finance lmil of the sama amount was allowed by Bangladesh Bank
for financing procurement and distribution of foodgrains by the Government during
1984-85. Oulstanding agains! the above counter-finance limit stood at Tk.80.10
crares as at the end of June, 1585

77. For financing procurerment and distribution of fertilizer by the BADC,
counter-fingnce limit sanctioned by Bangladesh Bank to the nationalised banks
stood at TK.B0.00 crores at tha end of the year 1884, Ouistanding counter-finance,
however, stood at Th.24.00 crores as on June 27, 1985, Ancther counter-finance
limit at Tk.20.00 crores was allowed to Sonali -Bank against financing the
procurement of pumps, engines and accessories of shallow lwbewells by BADC
upio Dacember 31, 1884 against which there was no outstanding at the and of
Juna, 1885
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TB. Peak |level outstanding in respect of overdraft'rediscounting facilities
allowed to the scheduled banks by Bangladesh Bank against export bills during
1984-85 was Tk.16.24 crores-as on March 14, 1985 which came down fo Tk.12.48
crores at tha and of June, 1985.

79. Other refinance alowed fo banks on various accounts stood at Tk, 128.60
crores at the end of 1984-85 as against Tk.91.32 crores at the end of the previous

year.
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DEVELOPMENT OF CAPITAL MARKET AND INDUSTRIAL FINANCE

80, The Dhaka Stock Exchange nas made substantial progress: since |t was
raopenad and reactivated in 1878, Resuming operations with only 9 companes,
tha pumber of Public Limited Companies listed with the Exchange increased to 45
in 1983-84. During 1954-85, the investmant climate mproved further with
segnificant risa in mvasiment in the stock market. The New Industrial Policy iaid
emphasis on fasier growth of the private secior, and imvestors’ respanse to the
public offering of new shares seamed 10 ba encauraging. Thus the number of lisiad
compankes rose to 69 in 1983-85, Baswdes, with the. disinvesiment policy of the
Government and privatisation of some public enterprises. more and more
companies cama forward 10 anliet their shares with the Exchange, The fotal
paid-up capital of the companies lsied with the Exchange stood at Tk 201.75
crores in 1984-85 as compared to Tk.113.00 croras in 1883-84. showing an
incraase of YB54 par cent over the year. Trading in =hares on the floor of he
Exchange recorded an upfrend dunng 1984-85 as compared with the previous
yaar, In all, 18 companies offerad shares worth Tk, 33 85 crores to the ganeral
public for subscrpton during the year, With the exception of only 2 companies,
shares of all the companies wara ovarsubscrited, Insome cases the pramium an
shares ranged Irom 50 per cent to 400 per cant of thair offer values. As against the
total of Tk, 33.85 crores of capital offerad by thess companies, public response
was valied-al Tk 51.71 crores reprasanting an oversubscrgliaon of 52,76 per cent

81. Tha aftairs of the Investment Corporation ol Bangladesh (ICE) which was
establisned in 1976 are supervised by an eleven member Board of Direclars,
including the Chairman and the Managing Direclor of tha Corporation. [ts rain
chjectivas ara 10 encodrage and broaden the base of investment, develop the
capital market, mobilise savings and pravida for matters ancillary thereto. Kaaping
in view the above abjeclives, the ICB acts on commercial consideration with due

ol Bangladesh regard to the interests of the indusiry and commerce, investment climate, capial

{ICB)

market, investors and the public in general. The Corporation provides financial
assistance in the lorm of undarvriling and bridgerdebentura financing to induestrial
projects | organisations | institutions. In providing  assistance, 1 prefers
expori-arientad or impor-substituting iIndustries. Industries which are based on
indigeneous raw-matarials and'or Iocated in priority development areas are also
preferred by the Corporation for financlal assistance.
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82, The total guthorised capital of the Corporation is Tk, 20.00 crores divided
ity 20 lakh shares of Tk.100.00 each, The paid-up capital of the Corporation is
Tk. 10.00 crores subscribed by the Governmeant, Bangladesh Bank. Bangladesh
Shilpa Bank, Bangladesh Shilpa Rin Sangstha, nationalsed commercial banks,
Shadaran Bima Corporation and general public. Total resources-of the Corporation
az on June 30, 1985 amounted fo Tk, 80.47 crores conaisting of the paid-up capital
of Tk. 9.85 crores, Govarnman! loan of Tk 18.50 crores and debentures worth
Tk. 52:12 crores ssued in favour of Bangladesh Bank. nationalised commerdcal
banks and foreign commercial banks. As against this, ICB made a total
commitmenl of Tk. E8.89 croras upto Juna 30, 1885, thus leaving a resource gap
of Tk.B42 crores. The Corporation did not have any line. of foreign
creditinvesiment resources. However, in oeder 10 improve ils resource Dase
proposal has been submitted o the Government for explonng the possibility of
secuning financial assistance from the Islamic Development Bank (IDB),
International Finance Corporation (IFC) and Aslan Development Bank (ADB).

B3, The ICB opens/maintains investars’ agcounts for purchasa/sale of
corporate securibies. |t povides cradit facilities at concessional rate of miarasl
Through Investor's Scheme, savings of the people of amall and medium means
arg mobikzed for eventual imvesiment in productive induslral sector. The
Corporation ficaied ICB Mutual Fund in Agril, 1980. The Fund iz managed in such
g manner as to ensure seourity of investmant and maximum return, In order 1o
mobilize domastc reeources, the ICB msued Unit Ceriicales on Apal 20, 1981,
Dwring the year ending June, 1385 the ICB commitied Tk, 5.95 croras for under-
writing/bridge financing as against Tk 11.32 crores committed during 1983-84.
The Corporation commitied Tk, 0,28 crore for debenture financing during 1 284-85
as against Tk. 0.18 crore in 1983-84. As investment suppor in the form of under-
writing bridoe and debanture financing committed by other financial institutions
decreased 1o Tk, 3.75 crores in 1284-85 from Tk, 7.27 crores during the preceding
yaar, lotal commitmants made by the ICB and ils consortium partners declined to
Th. 5.98 crores during 15984-85 as against Tk, 18.78 croves commilted during
1883-84, Since nception uplo Juna 30, 1985, the Corporation committed financial
assigtance of Tk, 88.B9 crofes io 282 projects against 507 applications recelved,

84. The Bangladesh Shilpa Bank (BSB) sel up in October, 1872 has been
providing cradil facilithes and eguity support (o industrial concems in Bangladesh,
The prime objective of the B3E is to accelerale imdustral growih in the country by
way of financing and advising industres regarding setting up of new projects and
dlzo for balancing, modernization, replacement and  expansion of existing
industrial establishment, With these objectives in view, tha Bank is reguired 1o
mobilise resourcas within and outside the country. The BSB is also authorised to
carry on all kinds of banking business. All industnal projects either in the public
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gector or in the privale sector are ligible for lirancial assistance from the BSE,
The BSB provides long and medium term loans both in local and foreign
currencies, guarantees repaymant of loans raisad by investors from other sources
and prowvides equity suppor by way of outright purchase of shares and
undarariting the public issue of shares to companias with limited fiability, It also
axtends shor-term bridge financing and working capital loans on a limited scale o
its financed projects. The authonsed capital of the BSB = Tk. 100.00 crores which
has been fully subscribed and paid-up by the Government

85, During 1984-85, the B5B received a total of 65 applications as against
203 applications received during 1983-84. During the vear under report, the Bank
sanctioned loans amaunting 1o Tk. 66.27 crares which included Tk. 63.51 croras in
foraign currency and Tk, 2.76 crores in local currency. During the preceding year
total loans sanctioned by the BSB had amounted lo Tk, 22.48 crores which
ircluded TK. 18,31 crores in foroign currency and Tk, 3,15 crores in local currency.
Motably, as in the past vear, all the loans sanctionad during 1884-85 wera in the
private sector indicating an entouraging response of tha private sactor lo industrial
vaniures and opporunilies.

86 Total dishursemeant of [oans by the BSB during 1884-85 amounted 1o
Tk. 28.81 crores of which Tk. 8.58 crores were in foreign currency and the balance
of Tk, 20.23 croves in local currency. As noted, projecis in the privale sector
claimed the entire amount disbursed during the year as was the case in the
preceding year. Tofal disbursement during the preceding year had amounied o
Tk. 36.94 grores, of which the foreign curmency componant was Tk, 3.67 cromas.
The BSE recoverad an amount of Tk, 36.70 crores during 1984-85 as compared o
Tk. 34.04 crores in 1983-84, Total amount of loans outstanding as on June 30,
1985 stood at Th. 567 .40 croras as against Tk. 495.28 croras as on June 30, 1584

A7. The Bangladesh Shilpa Rin Sangstha (B5RS) also established in
Dolober, 1972 has been providing credit facilities and other assistance 1o industrial
concerns both in the public and private seciors to brogden the base of industrial
investment In Bangladesh. The authorised capilal of tha BSRS is Tk. 100.00
crores, of which the paid-up capital fully subscribed by the Government siopd at
Tk, 62.54 crores at the end of June, 1985, It provides medium and long-term credit
facilities both in forelgn and local currencies o industrial projects with lixed cost of
Tk. 20.0x) lakhs and above in the private sector. There is, however, no-such floor
limit or ceiling in respect of projects in the public sector. In line with recomm-
endalioris made by the Institutional Review and Portfolio Audit Team {(IBPA) of
the Asian Development Bank (ADB) appointed by the Governmen! of Bangla-
desh in early 1884, the functions and responsibilities of Ihe BSAS have been
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restructured  in March, 1985 with a wview Ioenabling it o promote
sodnd and viable investment I the country. The restructured funclions of the
BSRS are as follows:-
i) Provide tarm credit to the industries in the existing porifolic of the BSRS for
BMRAE:
iy Provide underwriting/bridge financing'debenturs financing assistance 1o
public imiled companies;
iliy Gain capabiliies for providing lechnical and managemenl Senices o
defaulting companias;
W} Undertake industrial promotion, research and consultanay;
v) Develop necessary expertise for strengthening and improving the repayment
pardormance of the borrowers; and
vi) Managing, rehabilitating. salvaging or liquidating the industries in the existing
partiodic,

BB, During 1284-B5, the B3RS received a total of 16 applications for financial
assistance as compared o 29 appli:ra_liuns received during 1983-84. The tolal
amount of loans sanclicned during 1984-85 slood at Tk.16.90 crores only as
compared o Tk, 128.83 crores sanclioned during ihe preceding yvear. Of the total
sanctions during 1984-85, foresgn currency and local currency loans amounted to
Tk. 9.88 croras {59.05%) and Tk. 6.82 crores (40.95% ) respaclivaly as comparad
to Tk, 108.93 crores (B4.06% ) and Tk, 19.90 crores [15.45% ) respectively during
the praceding year. As in the pravious year, no new |oan was sanctioned in the
public sector during 1984-85 except granfing of one addificnal koan against a
previously sanctionad project.

89. During 1984-85, an amount of Tk 18.75 crores was disbursed by 1he
BSRS as against Tk, 42.38 crores disbursed during the preceding vear. Of the
total disbursement, local currency and foreign currency components accounted for
Tk. 18,62 crores (94.30%) and Tk.1.12 crores (5.70%) respectively as
comparad to Tk. 3027 crores (71.43%) and Tk. 12,11 crores (28.579%)
respectivaly durng T883-B4.

90. The BSRS recovered an amount of Tk, 26,12 crores during 1984-85 a5
compared to Tk, 27.51 crores during the precading vear. Of the lotal recovery
during the year, the public and privale sectors acoounted for Tk, 11.93 crores,
(45.68%) and Tk. 14.19 crores (54.32%) respectivaly as compared to Tk 12.74
crores (46.31%) and Tk. 14,77 crores (53.68% ) raspectivaly during the preceding
year,

91, Total owtstanding loans of the BSRS as on June 30, 15985 stood at
Tk, 588,70 crores as compared 1o Tk, 495.27 crores as on June 30, 1984,
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&2 Tha commercial banks played an active role in the promotfion of capital
markel in the country through their participation in debenture financing of HBFC,
ICB, Petrobangla, BCIC, BSFIC, eic, Total debenture financing by the nationalised
and foreign commercial banks as at tha end ol June, 1885 stood al Tk, 200.72
croves a8 compared o Tk. 180.45" crores at the end of June, 1984, Besides,
commercial banks made advances to the members of the Stock Exchange against
the securily of their shares listed with the Exchange-Advancas againsl Stock
Exchange securities (including Governmeant and ofher rusiee securities) as at the
end of June, 1985 stocd at Tk, 5661 croves as comparad with T, BB.57 crores at
the end of June, 1954

A Raasen

49



CHAPTER WI

AGRICULTURAL FINANCE



Annual
Agricultural
Credil
Programmae

Institufional
Arrangemants

AGRICULTURAL FINANCE

83. Agriculural finance occuples a pivotal position in the country’s overail
cradit paficy. In view ol the predominant role of agriculiure in the national economy,
special altention is given 1o ensure adequate flow of credit o fhis sector in
pursuance of the Government policies and programmes for promoting agricuttural
develapment, particularly for increasing food production. Accordingly, Bangladesh
Bank in collaboration with other credit institutions draws up various credit plans
within the framework of an Annual Agricultural Credit Frogramma.

4. For succassiul implamentation of the various cradit plans drawn wp under
iha Annual Agrcultural Credit Programme necessary financial assistance s
provided by Bangiadesh Bank fo difterent credit agencles. The agencies are : (a)
Bangladesh Krishi Bank (BKB): (b) Bangladesh Samabaya Bank Lid. (B58L), the
national apex co-operative bank, and its affiliated Co-operative Land Mortgage
Banks [CLMBg), Central Co-operative Banks (CCSs) and their affiliated primary
soclaties; (c} Participating Commercial Banks (PCBs)® and (d) Bangladesh Rural
Development Board/Upazilla Central Co-operative Associations (BRDB/UCCAs)
and their affiliated primary societies known as Krishak Samabaya Samity (HSS),
Bitaheen Samabaya Samity (BSS) and Mahila Samabaya Samity (M55).

95. Keeping in view the seasonal credit requiremenis as well as the need of
long-term cradil for inlra-structural development. agricultural finances ara provided
on both short and long-term basis. Short-lerm loans are generally provided for
fimancing (&) Varous crop production programmes like intensve Aus Production

Shaort-term and Programme (IAPP). Inlensive Transplanted Aman Production (ITAP), Intensive

Long-tarm
Agricultural
Finances

Rabi Crop Production (IR C P), Intensive Wheat Cultivation Programme
{WCP) and Inlensive Jule Cultrvation (15CH  (b] Plantation of crops ke tea
banana, pineapple, guava, sugarcane (in mill zone areas); (c) Special Projecis
like  Rural Deveicpmend-il; and {d} Processing, storage  and marketing ol
agricultural produca. The lang-term finances are provided for invesiment in fishery
and livestook as also for capital invesiments in agriculiure, e.g. aocguisition of
vanous [rigation eguipmants like Deep Tube-Wells (DTWs), Shallow Tube-
Wells (3TwWsi, Low LIt Pumps (LLPs). agricultural machineresfiransports. eto

96, A5 8 supporfing measure for Doosting up agricuftural  production,

Bangladesh Bank pravidas relinancea facitity to tha Participating Cradit Institutions
(PCis) for thelr lending tothe agricuflural sectar While the Govarnment 1s.continueng

# Inglisde natonasad commarsial Danks, Uara Bank Lid. and Pubss Benk Lid.
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o provide guarantes to Bangladesh Bank fo the extent of 25% of ihe amouni
refeased 1o BSBL, the provision of guarantes o Bangladesh Bank for financing
BKE which was to the exient of 3% of the amount was discontinuad from FY
1984-B5. The system ol providing Govemment guarantes (o BKB and NCBs (1o
the extent of 30% of the amount remaining Unrecovered as on the due date)
against their lending for crop production (SACP) had been disconfinued from
1983-84 programme.

97, The interest rate policy for agriculiural credit continued to be guided by the
objective ol ensuring adeguate flow of credit to the agricultural sector at
raasonable cost o borrowers. The interes! rates lor shorl-term and long-lerm
credit were kepl unchanged-at 12.0 per cent and 13.0 per cent per annum -along
with sarvice charges ol 4.0 per cant and 3.0 per cenl respectively. In order o
discourage undue defaull or delay in repayment of loans, the provision for penal
interast ol 6.0 per cenl par annum on overdue loans also remained unchanged
during the year. Bangladesh Bank continued 1o apply variable rates of interast on
its refinances to the commercial banks and BKB. The variable rates ranging
batweaan 7.5 por cant and 10.5 par conl which are delermined on thae basis of the
quantum of refinance demanded in relation fo disbursement (matnx) was
introduced In October, 1983 with a view 1o reducing the lending insttutions’
dependence on the Central Bank for funding their agricultural boan operations
Consequent upon enhancement of the Bank Rale from 10.5 per cent to 11.0 per
cent in January, 1985 the interest rate al the [ast slab of the refinance matrix (80%
to 100% for commercial banks and 85% fo 100% lor BKB) was ralsed from 10.5
per cant o 11.0 per cenl; interes! rates al olher slabs remained unchanged,
Interest on refinance io Co-operatives was, however, maintained at the flat rate of
8.5 per cent in view of their poor resource base. However, the Bank confinued to
provide refinance 1o the BKE al a nominal interest of 2.5 par canl per annum on its
long-term loans for Chittagong Hill Tracis Development Project. The effective rate
of interest on shorl-tearm and long-term loans provided through the BROB-UCCAS
remained unchanged at 19.0 percent (including service chargejand 16.0 per cent
paf annum respectively. The penal rala of interest on overdue shor-term and
long-term loans -also remained unchanged at 3.0 per cent and 6.0 per cent par
gnnum raspactively.

98, The Annual Agricultural Credit Programme for 1984-85 envisaged an
overall credit target of Tk. 1150.00 crores for disbursement by all the financing
agencies taken together, Of the tolal, Tk B15.00 crores or 53.5 per cent was
earmarked for crop financing (other than tea), Tk, 145.00 croras or 12.6 per canl
far financing purchase of irngation eguipments and Tk. 350.00 crores or 33.5 par
ceml for ‘other agricuttural activities'*. This compared with the fargets of
Th, 570.00 crores and Tk. 280.00 crores respectively for crop linancing and

* These inchide fmamong of plough calte. desy, poulbry, lishary, oold storage, markating and
processing of agnouure! groducle, 188 mdussry, elc.
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financing purchasa of irigabion eduipments, and a separale provision for
Thk. 265,00 crores for financing ‘ofher agricultural activities' during 1983-84,

89. In order to ensure ordarly fiow of cradit to finance the country’s major crop
production, an annual crop credit system was introduced in 1984-85 in which credit
aliocations are made at a lime 1o individual tarmer loanses on the basis of their
respactive annual production plan, Credit requirements are estimated as par cradit
norms and need of the intending borrowers, For ensuring proper ufifization of loans
and smoolh functioning of the system. cradit is genervally disbursed on the
commencemant of the crop season and all fransactions i respect of the loans
sanctioned are carried out through ‘Credit Pass-Book” of respective borrowers
intfroeduced for the purposs,

100, As against the farget of Tk. B15.00 crores for financing crop produciion
during 1884-85, an amount of Tk. 514.81 crores or 83.70 per cont was disbursad
by the PCls. This compared with the disbursement of Tk, 516.75 crores during
1983-84, Financing ol imigation equipments during 1984-85 which stood at
Tk. 110.28 crores or 76.05 per cent of ihe target was Tk, 2.67 croras lower than tha
disbursement of Tk. 112,85 crores during the preceding year. Financing of “other
agricultural activities” during 1964-85 amounted to Tk. 524.75 crores which was
39.03 per cenl higher than Tk 37742 crores disbursed in 1983-84. Total
dishursement of agricultural credit under all the programmes taken fogether during
1884-85 thus stood at Tk 1149.84 crores as against the target of Tk, 1150.00
crores and compared with Tk 1007.12 crores disbursed during 1983-84, indicating
an increase of 14.17 per cenl over the year.

101. The recovary target for 1984-85 was sat at Tk, 600.00 crores against
which all the agricultural lending institutions recovared a total amount of Tk. 583.90
crores during 1984-85 which was 12.81 per cent higher than the recovery of
Tk, 517.57 crores during 1983-84. Outstanding agricultural credit as at the end of
June, 1985 stood al Tk, 303424 crores as comparad with Tk, 2077.35 crores af
the end of June, 1984,

102. A comparative position of credit operations under the Annual Agricultural
Credit Programme for 1883-84 and 1984-85 is presented below:
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COMPARATIVE POSITION OF CREDIT OPERATIONS UNDER AMMUAL
AGRICULTURAL CREDIT PROGARAMME DURING 1983-B4 AND 1984-85

{Taka in crores)

% Change
Particulars 1883-84 1884-85 | over the year
1. Target for Disbursement 111500%  1150.00 (<) 3.14
al Crop financing
jother than fea) 870,00 61500 1+l T.B8
b} Financing of
Irrigation Equipments 280.00 145.00 -} 48.21
¢) Othar Agricultural
Activities (including tea) 265.00 330,00 (+) 47 A7
2. Actual Disbursement 1007.12 1149.84 (+) 1447
a) Crap Financing
(other than tea) B16.75 514.81 (-) 0.37
b} Fimancing of
brrigation Equipments 112.85 110.28 (- 2.36
) Other agricultural
Activities (including tea) 37742 524.75 {+) 39.08
3. Overdue (As on Juna, 30) 755.00 1158.89 i~} 53.49
4. Recovery S17.57 583 90 [«) 12.81
5. Quistanding
{As on June 30} 2077.35 3004.24 (+} 46.05

¥ Inclusss orignal 1angel of Tk, B50.00 cromes for financing cop production and purchase of
imgalion equipmants. and a separate provision for an esdimated amount to TH, 2E5.00 crares for
finamzing “Cither agncitiural activifies’,

The following table shows the operations of agncultural credit by types:
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DISBURSEMENT OF AGRICULTURAL CREDIT BY TYPES

(SHORT-TERM AND LONG-TERM LOANS)
{Taka in crores)

Particulars 1883-84 1884-85 | Annual Growth
Rate
1. Total Agricultural Credit: 100742 1149.84 by 188
2. Short-term Loans: T19.66 806.60 (+) 12.08
(71.46) {70.15)
[a) Crop Loans
(other than tea) 5168.75 51481 =) 037
(b} Other agricultural activities: 202.91 291,79 (+) 43.80
| erop Loan for tea 93,14 B5.75 (+) 158.75
iy Others 169.77 206.04 f+] 21.36
3. Long-term Loans: 28746 343.24 (#119.40
i28.54) {29 B5)
ia} Imigation Equipments 11295 11028 (-1 238
b} Other agricultural activities 174.51 232.96 (+) 33.49
1) Piough anirnals 41,65 87.62 {(+) 110.37
i} Others 132 86 145.34 (+) 838

Wote: Figures m bracksts indicale parcentages 1o lokal credil

103, It may be observed from ihe above table thal disbursement of both
shori-larm and long-term agricultural credit recorded growth rates of 12.08 per
cent and 15.40 per cent respectively during 1984-85 as compared with 49.90 per
cenl and 46.50 per cenl respectively in 1983-84. The percantage shares of
shor-term and long-term [oans in tolal credit, howewver, stood at 7015 per cant and
29.85 per cent respectively in 1884-85 as comparad with 71 .46 percent and 28.5-
per cant respectivaly in 1983-84. While sharl-term crop loans other than for tea
recorded a slight decline of 0,37 per cent, that for tea recorded a sharp increase of
158.75 per cant during the year. Term loans for financing purchase of irrigation
equipments recorded a decline of 2,36 per cent during 1984-85 as compared with
an mcrease of 2.86 per cent in the precading year. While short-term loans for
financing other agricullural activitias including tea showed an imprassive growth of
43.80 per cent, long-term loans for the same Increased by 33.49 per cenl during
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1884-85. These compared wih 25,76 per cant and 85.74 per cent respactivaly in

1883-84.

104 The foliowing table shows the position of agricullural credil by sources :

AGRICULTURAL CREDIT BY SOURCES

(Taka n cromes)

1983-8a 1884-85

SOLTCES. Crop laon L boan

Agoncies Total Diher I?han tea Tekal nthar?fhan lea

BKE 592.43 216,39 614,73 154,50
{= 28.60)

PCBs 323.55 236,10 a83.20 26103
{+ 10.58)

BRDE

UCCAS 60,16 4622 123.81 TE29
{+B65.08)

BSBL 21.88 1B.04 28.30 2254
(42744}

Tatal : 1007.12 B16.75 1149.84 514.81

Mobte: Fiqures m brackeds indicale Percendage changas o920 e year

105, The above tabla indicates that while the supply of crop loans from ihe
PCEBs, BRDB-UCCAs and the BSBL increased significantly, thal froem the BB
deciined during 1984-85. While crop financing by the BKB declined by 28.60 per
cent that by PCBs, BRDB-UCCAs and the BSBL Increasaed by 10.56 per cent.
85.06 per-cent and 27.44 per cent respechvely over the year,
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1068, Tha lollowing table shows the percentage shares of agrcultural Credil by

SOUTGas |

PERCENTAGE SHARES OF AGRICULTURAL CREDIT BY SOURCES

(Taka In crores)

188384 | 1984-85

Sources’ | Total | Crop loan | Irigation | Tetal | Crop loan Irrgation
Agencies ather aguipmearids other than lea | equipmenis

thar tem
BKE E3.82 36:53 13.01 5346 25.13 8.42
PCBs 3213 297 4,48 33.36 BE.1G 3.28
BRDB
LCCAs &.a7 G683 3081 10,75 G172 3218
BSEL 218 B2 o7 1.05 245 B81.24 Mil

107, The above table indicatesthat afthough the BB continued to remain the
meajor source of agriculiural finance in the country, its shara ol agnoukiural
credit declined from 58.82 per canl in 1983-84 0 53 46 por cant in 12684-85 due
mainly 1o increased disbursement of credit by ather financing agencies, |.e..by he
PCBs and the BRDB/UCCAS.

108. Refinance availed of by all the credit agencies taken logether from
Bangladesh Bank during 1884-85 amounted fo Tk, 799,34 crores as compared 1o
Tk. 831.23 crores dunng 1983-84, This includes a rafinance of Tk, 59,38 crores
against Tk. B5.00 crores sanctioned-to Sonall Bank during the yaar agairst ii5
iending to the BROB/UCCAs for financing purchase of irmgation equipmenis.
Detailed position of Bangladesh Bank's refinance to different lending institutions

during 1983-84 and 1984-85 is shown below:
(Taka Im crores)

Gredi 198:3-84 ] 1984-85

Ajencies Sanction | Disbursamen | Sancion | Disbursemen
BKB 367, B0 376.490 488,20 6287
PCBs 183.39 20575  351.00 348.94
BSAL 2350 21.96 08,25 28.13
Sonali Bank-BRDB  6.00 2330 8500 39.38
BRDA 6.00 4.93 : =
Tatal: BOG.6% 631.23 g52.54 799,34

109, The outstanding borrowings of the PCls from Bangladesh Bank
stood at Tk. 1402.53 crores al the end of June, 1985 as against Tk, 928.28 crores
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at the end of June, 1984, showing an increase of Tk. 47425 crores or 51.09 per
cent over the year. The individual pesition of outstanding borrowings by the PClz
from Bangladesh Bank during 1983-84 and 1984-85 is shown below:

iTaka in crores)

Credit % Changes over
Agencies 1983-84 1984-85 the year

BKB 71741 1024.48 (+) 42.80
BSBL 28.58 38.72 {+) 35.48
PCBs 170.80 271.96 {(+) 69.22
Sonali Bank-BRDB 3, 59.38 (+) 151B.67
BROB 7.58 8.00 (=) 5.54
Total: 928.28 1402.53 (+)51.09

Programme/Projects under Agricullural
Credit Department (ACD)

110. In addition to the usual credit programmes reviewed in the preceding
paragraphs, soma specific programmes/projects are financed under the supenvi-
slon and guidance of the Agricultural Credit Department (ACD) of the Bangladesh
Bank to help various disadvantaged groups of farmers and other rural poar who
had liffle access to institutional credit. A brief review of these programmes/projects
i given below:

111, Under a programme for financing pond fishery, the PCBs and the BKB
disbursed an amount of Tk. 7.23 crores during 1984-85 as against tha targel of
Tk. 11.68 crores as compared with Tk, B.02 crores disbursed during 1983-84,
indicating a decrease of 10.63 per cent over the year, Agency-wise disbursement
of loans under the programme during 1983-B4 and 15B84-85 is given below:

(Taka in crores)
% Changes over

Agencies 1983-84 1984-B5 the year
PCBs Q.77 0.60 (=} 22.08
BKB 7.32 B.63 (—19.43
Total: 8.09 7.23 {~110.63

112. In order to promote cold storage facilitylor preservation of potatoes in the
courntry, the PCBs and the BKB together disbursed an amount of Tk. 37.98 crores
during 1884-85 as compared lo Tk. 31.91 crores during 1983-84, indicating an
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increasa of 19.02 per cent over the year. The source-wise disbursement of loans
under the programme during 1983-84 and 1984-85 s shown balow:

(Taka in croras}
% Changes owver

Agencies 1983-84 1884-85 the year

PCBs 19.23 25.01 {+130.05
BKE 12.68 12.97 {+) 228
Total: 31.91 37.98 f+)19.02

113. Under the Rural Finance Project (RFP) which started funclioning after a
Grant Agreemant for US § 75.00 milion signed between the Governments of
Bangladesh and the USA on Ausgust 15, 1983 with the aim of creating an
economically viable rural financial system for Bangladesh, the USAID roleased
U5 5 BD million in two equal instalments —one In Octobar, 1983 and the other in
August, 1984, Arrangement tor disbursement of the 3rd instalment was being
made.

114. The Bangladesh-Swiss Agricultural Project (BASWARP) an post-harvest
technology, storage facility and marketing credit for small farmers and share-
croppars which completed its first part in June, 1983 was renewed for another six
years and a half (i.e. upta 1980) under the name "BASWAP-II"' to be implemented
in phases. The period 1984-86 has been earmarked for phasa-| while phase-11 will
be under-taken during the period 1987-1980. Out of 14 godowns to be constructad
during the period of phase-1, construction of 9 godowns was completed and these
ware brought into use for storing grains while that of the remaining 5 godowns was
under progress during 1984-85, The recovery position under the project worked
out to 80.85 per cent during the year. Bank-wise credit position of the project upto
end June, 1985 |5 shown below:

CREDIT OPERATIONS UNDER BASWAP-I||

{1983-85)
Mame of Murmber of Cluantity of Amount dis- | Amount
Financing Farmers foodgrains bursed (Taka | recoverad
Banks/'area undar slored (mds.) | In crora) (Taka in

project crora)

Sonall Bank
{Boda Union) 1,433 5,680 0.23 0.20
Rupali Bank
{Satnola Union) 498 3177 0.20 0.14
Total: 1,831 8,857 0.43 0.34
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115, The Swanirvar (self-reliance) programme launched in 1978 for financing
income and employment ganerating actvities in rural areas continued its operation
with the ‘Paddy Husking Loan’ scheme in 75 Upazilias of 19 {old) districts of the
couniry. Separate S-membear target groups for man and women are crganised for
financing under the scheme, each member of & group owning not mora than 0.40
acre of cultivable land or having yearly income not exceeding Tk.6,000. The PCBs
and the BKB extend short-tarm loans of an average size ol Tk. 1,000 per party oul
of their own resources at an inferast rafe of 13.0 per cent (excluding service

charge) per annuim. Agency-wise performance of the schame upto June 30, 18985
is shown below:

LENDING UNDER SWANIRVAR PROGRAMME
(Cumulative. Position as on June 30,19856)
{Taka in croras)

Ao Amount Amaunt Arnount
Credit Agencias Disbursed | Recovered | Ouistanding | Overdue
MCBs 31.24 15.12 18.43 a.er
Littara & Pubail
Banks Lid. 213 1.36 0.986 .20
BB 10.83 5.37 5.84 0.60
Total : 44.30 21.85 25.23 4.47

116. An action-cum-research project on small farmers and landless labourers,
popularty known as ASARRD (Asian Survey on Agricuttural Reform and Rural
Developmeant) which was introduced in March, 1876 under the joint sponsorship of
the FACQYLINDP and the Minisiry of Local Government, Rural Development and
Co-operatives of the Governmaent of Bangladesh with the objectves af improving
the social and economicconditions of small farmers and landless labourers of the
country through integrated programmes for increasing productivity, income,
emplaymant opparunities and mobilising available farm resources and savings as
also for training of farmers and officers for promoting group action in accelerating
development concluded its second phase of aparation in Juna, 1985, In tha first
phase {1976-80), about 230 groups of target people in 12 villages of Mymensingh,
Comilla and Bogra districts were glven supervised credil amounting to Tk, B0.00
iakhs by Janata Bank which is the participating agency for tha project In the
second phase (1980-85) which was underiaken in four districts viz. Mymeansingh,
Comilla, Bogra and Rangpur at a revised cast of aboul Tk. 3.00 crores 1o cover 200
villages, credit disbursed by Janata Bank on the basis of bomowers’ production
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plan upto the end of Juna, 1885 amounied to Tk- 1.88 crores against which
Tk. 1,83 crores or 92.42 per cent was recoverad. Savings mobilised under the
project amounted 1o Tk. 0.14 crore.

117, Under a credil agreemen! signed between the Government of
Bangladash and the International Fund for Agriculiural Development (IFAD), 2
Th. 10.00 crore scheme for small farmers was launched in February, 1980 in threa
old districts viz. Jessore, Kushtia and Faridpur, Tha schema defines the target
group of small farmears as those caltivators having not mora than 3.0 acres of land.
The main amphasis of the proj@ct was given on shori-term production cradit. Other
off-farm activities like pond fishery, livestock, poultry, small and cottage industrias,
purchase of agricufiural machinerias, etc, were also financed under the scheme.
Encompassing 4.575 villages in 644 unions of the three districts, the schame
extended credit 1o 71,047 small farmers amounting 1o Tk.18.13 crores upte June
30, 18985. Break-up ol cradil operations under the scheme Is shown bslow:

CREDIT OPERATIONS UNDER IFAD
(Upio June 30, 1285)
(Taka in crores)

Disbur- Due for | Recovery Orverdie Out=

Banks sement MECOVENY standing
NCBs 492 5.05 3.13 1.52 3.00
Pubali Bank Lid, 0.48 0.48 0.29 0.19 0.32
Uttara Bank Lid. 0.07 0.08 0.05 0.03. 0.03
BKB 12.66 722 4,67 2.55 8.85
Total: 18.13 12.83 B.14 4.69 13.39

118, In an affort to strengthen the operations of the TCOAKSS co-operative
sysiem as well as those of the BADB and KSS/BSS/MSS in the rural financial
struciura, & sacond RAural Development Project (AD-11 Project) was underlaken in
March, 1984 for operation in 13 old districts, namely. Dinajpur, Rangpur, Bogra,
Khulna, Barisal, Patuakhali, Dhaka, Mymensingh, Tangail, Jamalpur, Comilla,
aylhet and Chittagong. The Frogect is o be financed under grantzfcredil from the
DA, the CIDA and the UNDP . A Deveiopment Credit Agreemeant (DA} with 1DA
and a mamarandum of undarstanding for a grant from the CIDA were signed by the
Government of Bangaidesh which would enable Bangaladesh Bank o recaive,
through & Subsidiary Loan Agresment (SLA) with the Government, LS daflar
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equivalent of SDR 70.46 million as DA loan and C% 13.46 million as CIDA grani.
Bangladesh Bank wili provide refinance facility to Sonall Bank 1o the extent of 0.0
per cent ol is project leans in the following lour categories : (i) Agricultural MT
Credit | (i) Agricultural ST Credit; (i) Marketing godowns of UCCAs; and
{iv) Aural Poor Programme. Both Sonall Bank and Bangladesh Bank will bear a
portion of the project loans out of their own rescurces.

Projects Under RCPD

1159. The Rural Credit Project Department (RCPD) of the Bangtadesh Bank
conducts the monitoring and suparvision of a number of projects’ schemes ralating
to vanous income and employment generating activities in rural areas -of tha
couniry,

120. A number of projects’schemes for diversified lending under (DA Credil
Ma. 1147-BD involving an amount equivakent to .55 G62.40 million {including a
price confingency of U.S5.8 14 30 million) wera introduced by the RCPD which are
briefly reviewed in the following paragraphs.

121, An agriculiural credit project for financing sale and installation of minor
imigation equipments like shallowubewells (STW) under |DA Credit No. 1147-BD
was launched from July, 1981 in Rajhahl Division, Under the project, a total of
7.911 5TWs were sold and instalied during 1984-85 against the target of 14,500
STWs. This brought the total number of STWs installed under the project 10 33,520
as against ihe target of 40,097 3TWs to ba commissioned over the pericd of four
years ended in Juna, 1985.

122. Anather schema drawn under the above IDA Credit provides for financing
of grain storage, vilage mechanics and agricultural workshops. Under the schemea,
the paricipafing credit institutions fogether disbursed a sum of Tk, 0.73 lakh fo
village mechanics while another sum of Tk, 85.00 lakhs was sanclioned for con-
struction of 17 grain godowns during 1984-85. There was no disbursement of
loans against agricultural workshops during the year,

123 Other diversified lending of funds introduced under the above IDA Credit
include financing of cattle purchase, beel fattening, rural transport, pand fishery,
small scale dairy, etc. A target of Tk. 3.20 crores was given by the IDA for financing
different activities under the scheme during 1984-85 which was fully utilized by tha
participating credit institutions.

124. Bangladesh Bank provided a total of Tk. 34 98 croras as refinance to the

participating cradit institutions (Sonali Bank, Janata Bank, Agrani Bank and the
BKB) for financing of various schemes under the IDA Credit No. 1147-BD during
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1984-85, The cumulative amount of refinance provided by Bangladesh Bank io the
participating cradit institutions under the above Credit and reimbursement tharaol
uplo the end of June, 1985 stood al Tk. 8Y.18 crores end Tk, 65.2T7 cromes

respectively,

125, Performance of other schemes/projects introduced by the RCPD for
financing by the NCBs and the BKB out of their own resources with refinance
facility from Bangladesh Bank are summarised below .

126. Under the '‘Aural Housing Financing Scheme’ Introduced in January,
18984 for financing construction of semi-pucca dwelling houses in rural areas
(outside Municipal areas and Upazilla Headquarters), the participating credit
1nsﬂmtiurrs.'{NCBs and the Grameen Bank) together disbursed an amount of
Tk.7.39 crores as against their tolal allocations of Tk, 15.00#® crares during
1984-85. The scheme provides for long-term loans of Tk 38,000.00 and
Tk. 65,000.00 per borrower for construction of semi-pucca houses having plinih
area of 250 sfi. and 425 sit. respectively at an interest rate of 5.0 per cent per
annum and a repayment period of 27 yvears (including grace penod of 2 years),

127, The PClzs (NCBs and the BKB) disbursed Tk. 0.75 crore and recovered
an amount of Tk, 016 crore during 1884-8B5 under the Banana Plantation
Financing Schame which now covers a tolal of 82 Upazillas, Since inception of the
scheme in 1880 upto the end of June, 1885, the PCls disbursed a total amount of
Tk. 3.57 crores agains! which Tk. 1.05 crores was recoverad.

128. Under tha Rural Transpor! Financing Scheme, the PCls disbursed short
and medium-term loans amounting 1o Tk, 1.82 crores. and recoverad a sum of
Tk. 0,78 crore during 1984-85. Cumulative disbursement of loans since inception
of the scheme in 1981 uplo the end of June, 1985 amounted o Tk. B.67 croras
against which Tk. 2.36 crores was recovered.

129, The Shrimp Cullure Financing Scheme which was introduced in 1980
now covers 23 Upazillas of Khulna, Bagerhal, Satkhira, Chittagong and Cox's
Bazar districls. As against a target of Tk. 11.75 crores, the PCls disbursed an
amount of Tk. 5.88" crores during 1984-85 This brought total financing under the
scheme to Tk. 24.03" crores against which a sum of Tk, 8.007crores was re
coversd upto the end of June, 1885,

130. Under the Lac Cullure Finaneing Scheme introduced for financing
cultivation of lac and shellac in Chapai Mawabganj district, Agrani Bank disbursed
an amount of Tk. 1,86 lakhs and recoverad Tk. 2.02 lakhs (including interest) since
inception of the scheme in 1981 upto the end of June, 1985
g MCBsz Tk 5.52 crores upio December 31, 1984 and the Gramean Bank Th. 1.87 erares upto June

a0, 1985,
@@ ncasTh 1000 cromes and the Gramesn Bank Th. 5.00 crorss
P = Pravisional
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131. Under the Rower Pump Financing Scheme which presently covers 82
Upazillas of 25 disinicts. an allocation of Tk, 1.25 crores was made during 1284-85
far financing purchase of the low-cost Manually Operated Shallow Tubewelis for
Irngation (MOSTI) innovated by the Mirpur Agncultural Workshop & Training
School (MAWTS). The PCis disbursed an amount of Tk, 2.24 lakhs and recovesad
a zum of Tk, 0.98 lakh during the year. Total loans dishursed under the schame
since its infroduction in December, 19382 upto the end of June, 1285 amouniad 1o
Tk. 4.08 lakhs of which a sum of Tk, 1.06 [akhs was recoversd.

132, With a view 10 increasing the supply of meat and eggs by encouraging
establishment of commercial poultry farms, a credit scheme was Bunched in
Movember, 1983 in some selected areas around Dhaka city. Sonall Bank and
Agrani Bank disbursed an ammount of TH. 1439 lakhes and Tk 200 lakhs
respeciively upto June 30, 1885, No recovery has 50 far been made under the
SEREma.

133. With a wiew to improving the professional skill of bankers, the RCPD
arranged 15 basic courses and 30 lollow-up courses through training instilutes of
the PCls under which & total of 286 bank employees received training guring
1884-B5, In addifion, tew shorl training courses wera also arranged for borrowers
under different schemes conducted by the RBCPD during the year.

134, Tha Agncultural Cradit Inspaction Department (ACID) of Bangladesh
Bank conducted comprehensivessummary inspection of 151 oo-operalive
mshitutons, 218 branches of the BKB and 277 branches of commarcial banks
(WCBs, Uitara Bank Ltd. and Puball Sank Lid.) during 1984-85,

The Grameen Bank

135 The Grameen Bank was created oul of a project begun in June, 1976
under the name “Grameaen Bank Project” or 'GBP in sharl, The Governmant
through the Grameen Bank Ordinance. 1983 estabolished the Gramesn Bank an
September 4, 1883 with the main functions of providing credil with or without
collateral secunty in cash or in kind 10 landless persons lor afl vpes of economic
activities, including housing, but excleding business m foreign sxchanges
fransactions.

136, EBince starl of cperalions as a Tull-lledged indepandent bank from
October 2, 1883, the Grameen Bank has made significant prograss in onural
banking. It embarked on a prograrmime for increasing the number of branches from
102 at the end of June, 1984 fo 500 by the end of June, 1988. In aid of this
expansion programme, IFAD agreed o provide a soft loan of SDR 23,60 million in
respect of which an Agreement was signed belwesn the Govednmanl ol
Bangladesh and IFAD on March 25, 1985, By the end of June, 1985 the number of
Gramean Bank branches stood at 184. The Grameen Bank also gets refinance
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support from Bangladesh Bank for 18 rural housing schame as wall as for normal
lending gperafions

137. The Grameen Bank entered into a new area of financing during 1984-85
with a linancing programme for constroction. of simple tin-rosl housas Tor iis
members under which one could borrow uplo & maximum of Tk, 20,000.00. Az a
Boost up torural housing neary 1500 tin-roof houses were construcied under the
schemea uplo the end of June, 15985 during 1384-B5

138 The Grameen Sank operations also regeived encouraging response 1o
invesiments in collective enterprises like owning and operating shallow and deep
tubewells. rice and oil mills, power looms, and undertaking joinl cultivation through
leasing of land. pond leasing. elc, Total cumulative disbursement of loans for
imvesiment in such collective venltures amounted o Tk, 4.75 croras al the and of
June, 1985

138, Tolal disbursement of loans by the Grameen Bank during 1284-85 stood
afl Tk. 38.21 crores which was 8221 per cent higher than the disbursament af
Tk. 20,40 crores during 1983-84, Since inception of the Bank as a project in June,
1976 upto the end of June, 1885, the Grameen Bank extended collateral free loans
amounting o Tk, 72.82% crores 101.32,271 landless peaple of whom B1,013 or
61,25 per cenl werg women, O the iolal disbursement of Tk, 72.82 crores, an
amount of Tk. 48.28 crores or 67.68 per cent was paid back by the loanaes in
weekly instalmeniz. By the end of June, 1285 a iotal number of 2,996 villages in 13
districts {new) ware brought under the purview of Grameen Bank operaiions
through itz 164 branch nel-work. The proportion of overdue loans remained quils
iow due to Grameen Bank's specialised system of credit supervision,

140 Total group savings (including contnbutions 1o Emergency Fund) undes
the Grameen Bank al the end of June, 1985 amaunted to TK. 645 crores which
was 111.48 per cenl higher than Tk 3.05 crores at the end of Jume, 1984,

® |ciudes Tx. 1531 eroves disbursed by the PCBs undar the Gramaen Bank Projes upio Seplamier
3 1983 e | prior o comwersion of GBP inip & full-fedged Bank.
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FINAMCING OF SMALL AND COTTAGE INDUSTRIES

141. For financing small and cottage indusiries in the country under IDA Credit
Mo, 1065-BD, an amoun! equivalent lo SDR 22 87 million was made avallable 1o
Bangladesh Bank for extending refinance to 3 participating credit institutions
(PCls) viz., Sonali Bank, Janata Bank and Agrand Bank. The said credit line was
available from January 15, 1981, and its validity has been extenged uplo June 30,
1986,

142, During 1984-85, the Industrial Credil Department (ICD) of Bangladash
Bank approved 4 new projects invalving loans amounting to Tk. 55.00 lakhs for
refinancing under the above IDA credit. After adjustmenis for subsequent
cancellation of approved cases as well as for enhancemeants/reductions made in a
number of cases during the year, the cumulative number of loan casés approved
for refinance upto June 30, 1985 stood at 651 for a total amount of Tk.56.94 crores
sinca tha beginning of operation of the Cradit in January, 1981,

143. Size-wise and bank-wise break-down of the ipan cases sanctioned by
gach of the three paricipaling commescial banks was as under :

(Amounts in Crore Taka)

Sonall Bank Jenala Bank Agrani Bank Total
Siza ol lbans

Mo JAmoUnl Mo, | Amount Mo | Amownt M A
Upld Th. & lakns 158 .08 il 2.85 13 0.42 ] B33
Above Tk, 5 lnkhs
& upio Tk.15
lakhs i A1 104 TE 0 a2 819 &TR  BE43
Abive TH. 1S lakhs
& uplo Tk, 30
lakhs A 1025 24 537 28 §.52 a8 2298
Total ; M4 2380 24 18 13 1513 651 5654
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144, Owver 55.0 per cant of the tolal number of projects approved undar the
IDA credil were located in Dhaka Division and accounted for about 64 per cent of
the total amount of loans sanctioned. The table below shows the division-wise
distribution of loans approved for refinance under the credit upto June 30, 1985 |

Divigion MNo. of % of Amaount % of

Projects Total [In crom Taka) Total
Chittagong 133 2043 1222 2146
Dhaka 361 5545 36.35 B3.84
Khulna 4 6.30 3.24 5.69
Rajshahi 116 17.82 513 8.0
Total : 651 100.00 56.94 100.00

145 Economic classification of projects approved under the credit shows that
major portion of the loans sancfioned comprised of investments in textile
indusiries, food and allled products and anginearing indusiries, The distribution af
cumulative refinance approvals as on June 30, 1985 among the major economic

groups of industries is shown below :

Economic Group Na. of Amaunt % of
Projects | (in crore Taka) Total
Food & Alled Products 236 14.25 25.03
Textile Industrias 140 18.43 a2.a7
Speciallsed Jute Industries 2 0.10 017
Forest Products & Alied Industrias 55 1.63 .86
Paper Board and Printing 29 315 5.53
Tannary, Leather and Rubber 18 218 3.B5
Chemicals, Pharmaceulicals and
Allied Products 14 1.74 3.05
Glasg, Ceramics & Mon-matallic
Products [4 0.95 1.68
Engineering Indusiries B4 886 15.56
Miscellaneous Indusiries 38 4.32 7.58
Road Transports 22 0.96 1.68
Miscellaneous Cottage Indusines 1 0.09 017
Industries N.E.C? 4 0.27 0.47
Tohal : 651 56.94 100

P EC: Mol Esewhine Classilied.
72



146, Az per terms of the Credit, a maximum of 60 per cent of the Credit fund
{excluding funds extended to 100 per cent exporl onented industries) would ba

provided against projects with fixed cost excluding Tk 10

lakhs. Upio the end

of June, 1985, loans amounting o Tk. 36.29 crores were approved for relinance
against 216 projects in the category of fixed cost  above Tk 10 lakhs while those
in respact of 435 projects in the category of fixed rost upto Tki1Q lakhs am:
ounted to Tk, 20.65 crores. The bank-wise position of loans approved for refina-
nce against these bwo categories of projects as-attheend of June, 1985 is sho

wint bahow ;
Projects with fixed cost Projects with fised cost
uplo Tk.10 lakhs above Tk.10 lgkhs
Loans appronvid % sharg 1n Loans appeovedt % shame in okl
PCls Mo of far refinanca tofal keans | Mool for redmance | leans appraved
Projecis | {in crore Taka) | approved 1o | Projecss | Or crore Taka fai refnanco
rafnance
Sonall 188 ¥ 0% AT B4 151 6884
Janata 167 7.5 A2 00 &7 162 56106
Agrani g2 B HT 33.80 51 B.26 BT
Tota! ; 435 20.65 3627 216 36289 8373

147. Bank-wise pasition of the local and toreign currency components of lnans
approved for refinance Iz shown in the lable below

| Taka in crofes)

Tatal |gans Loans in Local Crency| Th equnalant Foraign Curancy
approved inzal loans: as ol leans in Loans a5 3%
Pls for refmance | currancy % af Taotal taregn Carr- of Tatal
(Gt 343} Bray (Gl 5+3}
1 2 a 4 & [
Sonall 23.50 13.2% E6.30 10.27 &3.70
Janata 183 12.20 B2 A0 a2.66
Aqreni 16.13 B.BS i a8 .28 41.51
Total : 56,94 34,37 60,36 22587 30,64
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148. Oul ol the lolal loans of Tk 56.94 crorgs approved for refinance,
Th.3B.69 crores or B7.9 per cent were sancltioned o 388 projects in the urban
areas while (he remaining amount of TK.18.25 crores or 32.1 par canl want 1o 262
projects in the rural dreas.

148, Total refirance extended by Bangladesh Bank during 1884-85 1o the
participating cradil instilutions against their ioan  dsbursement  amounted to
Tk 20.79 crores ascompared with Th10.20 crores dunng 1983-84. Cumulalive
amount of relinance 1o the PCIs amounted t© Tk 37.91 crofes upto June 30, 1885
The participating rank-wise break-up of refinance provided by Bangladesh Bank is
given balow -

(Taka in crores)

Rafinance Loans Cumulz e Amount of
PCls Dizbursed Hefinance Loans Disbursed
as on June 30, 1985

1983-84 1984-85

Sonali 2.98 7.40 13.92
Janata 3.91 8.07 14.83
Agrani a3 532 916
Total ; 10.20 20.79 37.91

150. Under an agreemant signed on June 17, 1982 belween the Gavernmenls
ol the Kingdom af Norway and the People's Republic of Bangladesn an amount
equivalent 1o Norwegian kroner 10 million was to be provided by tha Nonwegian
Agency for Infarmational Development (NCRAD) lor financing Small and Cottage
Industries (SCl) in Bangladesh, A revolving fund known as “NORAD Grant
Rafinancing Fund™ was created in Bangladesh Bank on January 20, 1883 with
MOK.5 million aguivalent 1o Tk, 1.67 crores for refinancing. by Bangladesh Bank
against loans to be dishursed to eligible small and coltage industrial enterprisas by
two participating credit msbitutions viz. Spnali Bank and Janata Bank. According 1o
the terms of the Agreement, the amouni of refinance recovered by Bangladesh
Bank coukd be ploughed back for refinamsing of fresh joans. The amount of
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refinance provided by Bangladesh Bank to the PCIs under the NORAD Grant upto
Jung 30. 1885 slood at Tk, 1.50 croves as under :
iTaka in crares)

Mo of SCI Amaunt of Balinance
FCla Projects Disbursad
Sonall Bank 1441 Tk. .65
Janata Bank 1494 Tk. 0.85
Total : 2035 Th.1.50
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HOUSING POLICY AND HOUSE BUILDING FINANCE

Housing Policy

151 Until recently, Government housing palicy was essentially urban anentad
with mapy house building activities centred In prncipal owns of the countny
Efforis are naw being made for improving dwelling conditions in rural areas as well
through provision for concessionary finance lor consiruction of sami-pucca
residential houses al village lewel. Urban housing programmes’'schemes are
genarally drawn-up by differant public authoritias like Bangladesh Public Warks
Department (BPWD), Housing and Setttemant Direclorale, elc, as also by urban
development authorities like the DIT, CDA ele. Different autonomous and
gami-aulonomous organisations also have their own policy in respect of praviding
housing accommodation o their respective empioyvess. In rural areas, however,
housing has fradiionally been laken cara of by he villagers thaemselves. Abaut 15
par cent of the 1oial available land In rural areas is oooupied by homeasteads, If the
age-old praclice of go-as-you-like canstruction of homesteads Dy wvillagers are
allowed lo continue, nol less than 30 per cent of tolal land area may be eatan up by
such homesteads at the tum of the current ceniury. In order, therefore, 10 forestall
further proliferation of rural homesteads. Government sought to make necessary
arrangemants and enact suitable laws empowenng local bodias to require from
intending rural house'homesiead builders to seek prior permission‘approval for
naw construction. The policy aims al ensuring thal all available spaces in the
existing homesteads have been aconomically ulilizad with iha ultimate obectivie of
containing the 1otal rural homesteads within the presant Hmits.

152. Keeping in view the above broad strategy. Government policy seaks 10
slandardise the ewisting residential accommodation of Gowernment and
gulonomous ofganisations, In addilion to making necessary arangements for
distribution of suitable fand, services'utiities and easy lerm-financs 1o a farge
number ol Government and Semi-Government amployees 10 enable them fo build
their own housesflats. Governmant is also providing core houses 1o individuals of
small means for further development by the ocoupants. Construction -and
distributian of multi-stored fials on hire-purchase sysiem also forms a part of fhe
Government housing policy. Concessionary financing of construction of
muli-storied buildings at Upazila headquarters and slrong semi-pucca dwelling
houses In thevillages has now become a partof the Government housing policy.
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House Building Finance

153, The Bangladesh House Building Finance Corporation (HBFZ) 26l up In
1973 (after repealing HBFC Act XVIIl of 1952) provides financial assistance for
constructon, rapair and remodelling of residential houses and apariments in cities,
towns and Upazillarural Thana headquariers, The Corporation has al present 5
Zonal offices including two in Dhaka and one each in the three ofher divisianal
headguarers and 14 ragional offices in the district headguaness. The authorized
capital of the Corporation is Tk. 10.00 crores of which paid-up capital of Tk, 9.83
crormgg has been fully subscribed by the Government, The main soume of s
working capital in recent vears has been the sale of debentures to Bangladesh
Bank, Bima Corporations and nationalisad and privale commercial banks. The
Corporation provides house-building finance under wo separate programmes,
namely (i) General Loan Programme for single unii buildings and (i} Multi-storied
Loan Programme for construction of multi-stodied apartment houses. The [bans
are secured by morgaging the land and the building 1o be buili therson,

154, General Loan Programme: Praviously, fhe limit of the HBFC ioan
undar this programme was Tk, 2.55 lakhs for a seff-contained single unil housa.
The loan was to be repaid over @ maximum period of 20 years. The margin of
imvastment requined o be made by an applicant was 15 per canl ol 1he estimaled
cost of construction of the proposed building. Effechive from Aprl 12, 1983 the lirmit
ol the HBFC loan under this programme has been enhanced to Tk, 6.00 lakhs in
view of th increased costs of constriction, The rate of intarest has been fixed at
13 per cant (simple) per annum upio Tk, 4.00 lakhs and 16 per cent (simple} per
annum for the additional Tk, 2.00 lakhs, with a repaymant pernod of 25 yaars. The
margin of imvestment o be made by an applicant was reduced from 15 per cont 1o
10 per cent. Under this programme, the Corporation sanctioned 1,737 loan cases
tor & totalof Tk, 58.13 crores during 1884-85 as compared with 3,312 loan cases
sanctioned for a fotal of Tk, 104 36 crores duning 1883-84. Actual disbursement of
loans undar the programme during 1984-85 amounted o Tk. 7530 croves. This
compared with the disbursement of Tk.8E.6Y crores in 1983-B4

155. Multi-storied Loan Programme: In order [0 ease the acute housing
problem in the urban areas, the HEBFC started a Multi-sioried Loan Programme for
financing the construction of mufti-storied, multi-unit Bulkdings fram July, 1977, The
celings of joan under this programme. was enhanced from Tk, 647 lakhs to
Th. 7.00 lakhs and Th. 8.00 lakhs {or multi-storiad” buildings with coverad area of
B00 sit. and 1000 st respectivaly In each floor, exciuding staircase and balcony
The maximum repaymen! perod was also increased from 25 years 1o 30 years
Tha rate of interest for both the cagses remained unchanged at the 1982-83 lavel of
10.5 per cenl per annum, The minimum margin o Invesiment o be mada by

* Four-stared: buiding- at Dhaka, Maravanoen), Chiflagong and Khulne and hree-sloned buildag in
alhes dress 80
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applicanis are 2.5 par cent and 10.0 per cent for buildings having floor spaces of
800 st and 1000 sfi. respectively. Under this programme, the Corporafion
sanctioned a total of Tk. 78.13 crores for 1,473 cases comprising 4,710 housing
units during 1984-85. Of the total cases sanctioned dunng the year, 682 cases
were for Dhaka Zone while 358, 185 and 218 cases were for Rajshahi, Chittagong
and Khulna Zones respectively. This compared with a total of 1,807 cases
comprising 5,581 housing units sanctioned for Tk. 110.67 crores during the
previous year. The amount disbursed under this programme during 1984-85 stood
at Tk, 78.87 crores as compared to Tk 56.28 croras during the previous year The
todal amount o Ioans sanchioned and disbursed under the programme since i1
imtroduction in July, 1977 uplo June 30, 1985 stood at Tk 454.15 crores and
Tk, 348,18 crores respectively

156. With a view o encouraging consiruction of buildingz al the new centras
of development work in Upazilla and rural Thana, the Government decided o
extend HBFC loan facilibigs 1o those argas and lixed the rate of interest {simpla) at
5 per cenl per annum for-all categories of loans with & repayment perod of 30
years. A two-storied building m those places is trealed as a mulli-sloried building
for tha purpose of avalling of Mulll-Loan, Besides, tha HBFC also allowed tha
benefit of additional kvans under new ceiling toborowers who could not complete
their houses with tha previous sanctioned amount. The borrowers who obilalmed
lans from commercial banks with prior permiszsion of the HBFC for complation of
their houses were gllowed 1o aval addihional loan io repay such habilities as well as
for complation of their houses.

157. The HBFC sanchoned a iofal of Tk, 137.25 crones agaimst 3,210 loan
applications during 15984-85. Total disbursement of loans during the year
amounied to Tk, 154,16 crores. This comparad with the sanction of Tk 215.03
crores for a total of 5,118 lean cases and disbursement of T, 142 88 crores during
1983-84, Since iis inception upto the and of Juna, 1985 the HBFC sanctionad a
totalof Tk, B12.58 crores for construction of 64,643 housing units against which a
sum of Tk. BBA.06 crores were disbursed.

158, The HBFC recoverad a otal amount of Tk 27.52 crores under its
Genaral Loan and Multi-Loan Programmes during 15984-B5 as comparad o
Tk, 2082 crores recoverad during the preceding vear,

159. The amount of outstanding loans of the HBFC as on June 30, 1985 stood
al Tk. 734.71 crores (including interest) as compared to Tk, 547.00 crores as on
Jung 30, 1984
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160. With a view 1o expanding the area and scale ol operation, the HBFC
planned 1o increase the number of itz offices throughout the country. Al present, il
has got Regional Offices in all tha old district headguariers as well asin Patua-
nhali and Rangamati. Offices in the remaining distnets are to be  openad in due
course, For the convenience of the local people and to make the racovery
measures more  effective, the Corporation has decentralised its accounts which
started functioning in the Regional Offices from January 1,1981, Tha Corporation
has also updertaken some development projects for construclion of its awn offica
buildings as well as staft quarters for the employees. Besides the Head Office
Building in Dhaka, the Corporation has completed the construction of a new 6-slo-
ried building for its Zonal Office at Agrabad, Chittagong. The construction wark of

6 five-storied building for staff accommaodation at Uttara Modal Town, Dhaka has
already been compieted and the samea has been-alloted (o the employees. Plots for

consfruction of Zonal Office bulldings at Khulna and Bajshahi have also been pur-
chased inthe meantime.

181, The services of commercial banks hawve also been enlisted for
augmenting the availability of finance for construction of houses and buildings in
the country. Thus tha banks wera advised to treal housing as a priosity sactor and
axtend house-building finance to bonafide bormowers within a prescribed celling of
Tk. 3.00 lakhs (inclusiva of any loan from the HBFC) against the marlgage of real
aslale; I was later on decided that the ceiling may be enhanced upio Tk, 5.00
lakha with the approval of the financing banks’ Board of Directors. The ceiling was,
howevar, waived in August, 1984, The rate of interest which was 12 par cant per
annum was-raized to 15.5 per cent per annum after the enhancement of Bank Rate
on October 16, 1980, The rate of interest was further enhanced 1o 16 per cent per
annum wilth affact from Decembar 5, 1982, Thereafier, a restriction was imposad
on commercial banks' financing of genaral bormawers for construciion of residantial
housas with elfect from Dacember 22, 1983 a5 a cradil controd measdre. Financing
of commercial buildings was, however, continued and the repayment period for
such loans, indcluding those outslanding against residential houses. was
gnhanced from 7 years o 12 years. With affect from June 19, 19284, howswver, the
restriction was withdrawn and banks were allowsd to inance general borrowers for
consiruchon ol residential houses, including those who have avalled HBFG loans.
It was also decided that application of inferast on such loans should nod De mada
by banks befors the expiry af first six months from the date of disbursamant of
loans, As usual, the rate of interest would be 16 per cent per annum with the
extended repayment period of 12 years.

162, The total amount of Ioans disbursed by the nationallsed commercial
banks in the housing sector dunng 1984-85 stood at Tk, 742 crores as compared
with Tk, 4.68 crores disbursed during the preceding year. This was in addition to
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Tk, 0.21 crore of housing loans provided by [he Tofegh Banks opedaling n
Bangiadesh during 1884-85. The privale sector banks alsa disbursed an amount of
Tk. 2.05 crores as housing loan during the year under report, The total amowrnt of
outstanding loans provided by the nationalised commercial banks and 1he loraign
banks operating in Bangladesh al 1he end of June, 1985 stood at Tk, 116.71 crores
and Tk. 8.53 croras repectively. The amount of cuistanding loans provided by the
private secior banks stood at Tk 22.896° crores at the end of June. 1885.

163, With a view 1o improving the dweling conditions of the rural people, a
new scheme under the name ‘Aural Housing Financing Scheme’ was introduced
throughout the couniry from January, 1984 under the suparvisaon ol the Rural
Credit Project Department (RGPD) of Bangladesh Bank. The former ‘Rural

Aural Housing Housing Schema’ which was introduced in 1877-78 for financing construction of

Financing
Scheme of
Bangladesh
Bank

Bangladesh
Bank's
Financing of
HBFC
Debentures

low cost houses in villages under Swanirvar Programme/|RCP as also in villages
which hiave been elechified with & maximum loan fagiity of Tk 8,000 was
discontinued. The new scheme is applicable 1o any rural area of the couniry
texcept Municipal areas and Upazitle headguaners) and confimed only 1o
constructon of dwelling houses for own use of the borrower. The scheme will
proside for financing construclon of semi-pucca dwealling houses sirong enough 1o
withstand natural calamities, Sonali Bank, Janata Sank, Agrani Bank, Rupali Bank
and the Gramean Bank are the flinancing agences of ke schema.

1684, Under the Schame. long-term loans of Tk, 38,000 and Tk, 65,000 per
party are allowed al 5 percent raie of interest per annum for construction of
semi-pucca dwelling houses having plinth area of 250 sft, and 425 st respectively,
The rapayment porod of the loan will be 25 years with a grace pariod of 2 years.

165, The partcipating banks will irance construction of, al kxast, 15 houses
in each Upazilla so as io finance a total of 6,000 houses during the three years
from 1983-84 [0 1985-86. The participating banks were allocated a total amount of
Tk, 15.00 crores during 1984-85 against which Tk, 7.39 crores were dishursed
upto December, 1984 (including Tk. 1.87 crores distursed by the Grameen Bank
uple Jurne, 13985).

166 As the House Building Finance Corporation sufferred from lack of
resources o meal the large demand. for housing credit, the Bangiadesh Bank
provided substantial amount of finance to the HBFC by way of subscribing 10 the
debentures issued by the Corporation. Tha value of such debanture financed by
Bangladesh Bank Increased from Tk, 399.40 crores at the end of June, 1984 fo
Tk. 53610 crores at the end of June. 1985, representing an invasiment of
Tk. 136.70 crores. during 15884-85.

"Inclisdirey aulstanding srmaunt o T 1783 crares of Puball Benk Lbd. and Ulkare Bari L&
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1687, Efforls lar mabilisation of domeste resources were given new directions
by taking a distincily different approach in the budget proposals for 1984-85. The
budget initiated a deparlure from the tradiional way of revenues raising with major
reliance on import duties and Toreign ad. The cncetainbes inheranl in these wo
sources of revenue very ofien posed difficufies for the Gowvernment fo ensure
necessary lunds lor linancing development programmes. In order o overcome this
probiem: the fiscal measures incorporated in the budget for 1984-85 inikalad a
move for reducing the dependance on import based revenuas as well as on foreign
aid. Revenue collection aspect of customs duty was assigned a secondary role
and a concerted effort was made to usa il as & medium for aiding growth of
industrial outpul. Efforts wera also made to infroduce a fiscal policy package
designed to contribute towards prica stability and generate additionzl revenue from
increased cuipul and empioymeant, Besides, the tax proposals also brought some
new areastfialds under the purview of taxation and thereby broadensd the fax base
ta halp intarnsily domestic rescurce mabilisation, Same naw hscal measuras wese
incorporaied in he budoet aiming a8t reducing the country’s dependence on
extenal assistanca and moving towards seif-reliance.

168, The important fiscal measuwres included in the 1984-85 Dudget wers:
{1) enhancameant of excise duty on gas for domeslic and commercial purpose as
wail as lor power generation and production of terilizer, (i) enhancemeant of postal
rates, (ii} anhancemenl of tax on seating capacity of private cars, (iv) expansion of
hase of turnover lax to cover lravel agents and bonded warehouses, and (v)
expansion of basa of forelgn travel tax by bringing land-and-saa-route travels by
Bangladeshi nationals under the purview of laxation. Previously, anly air-bome
overseas fravels by Bangladeshi nationals were subjected o loreign travel tax,
The new 1ax measures were expected to yield Tk, 103,80 crores. Besides, duty
was imposed on electric bulb, sanitary wares, low brand cigareties, cosmelics.
spap and detargonts. At the same time, tax-relief was provided among olhers, on
life saving drugs, synthefic and mixed fibres. office eguipments, biscuits and
bread, logs and white masble.

169, Other fiscal measures of the Budget for mobilising domestic resources
included : (I} imposition of sales tax® 10 par cenl in powder milk in bulk,
i) enhancement of exoise duly on gas-bumt bricks, (i) enhancemant of duty on
medicing, {iv} imposition of duties on pumps, umbrella ribs. bicyole tyre, ball point

B7



pen, televisions for both black and white and coloured sets, (v enhancemant of
duty an birs and matches, (vi) increase in capacily duty rate on cinema halls in
rural and wrban areas, (i) enhancement of duty on compietely knocked-down
television from & per cént 1o 10 per cenl. Railway fares were increasaed by 20 per
cent for parcels, 10 per ceni for goods and 5 per cent for passengers. Besides,
passport fees to be charged within the country and that 1o be collected by
Bangladesh Mizsions abroad have been increased by 50 per cenl and 100 per
cent respectively. The new tax measures are expected to yield Tk, 196.56 crores.

170. The budgat for 1884-85 envisaged total revenue receipts at Tk. 3371.00
crofes and otal revenue expendifures inon-development) at Tk. 280500 crores
showing & revenue surplus of Tk. 766.00 crores. The budgel estimates for the year
were subsequently revised placing the revenue receipis higher by Tk 106,00
crores at Tk, 3477.00 crores and revenue expenditures larger by Tk, 325.00 crores
al Tk, 283000 croves, leavimg a smaller surplus of Tk 547.00 cromes.

171. The revisad budgat astimates for 1884-85 showed increased revenua
racaipls under the following heads: Dividend and profits from Public Financial
Institutions (+ Tk,103.54 crores), Stamp (non-judicial) {+ Tk. 26.00 crores),
Interest [+ Tk.21.59 crores), Sales tax (+Tk. 20.00 crores), Capital Revenue
(+Th: 1428 crofes), Income tax {+ Tk 10.00 crores), Transpart and Communication
{+ Tk, 7.B3 crores), Agnoulture and Allied Servicas (+ Tk. 7.42 crores), Telegraph
and Teiephone (-Tk. 7.41 crores). Registration (+Th. 7.00 crores), Taxes on
Vehicles and Eleciricity Dulies (+Tk, £.00 crores), General Administration and
Saervices (+ Tk, 1.76 crores) and Estate Duty, Gift and Wealth Tax [+ Tk 010
crorg)], The above increases in revenue were partly offzel by declines in Customs
Duties ( - Tk. 42.00 crores). Dividend and Profit from Non-Financial Public
Enterprises ( -Tk. 13.15 grares), Land Revenue (- Th. 9.70 crores), Irrigation and
Navigation etc. ( -Thk. 7.50 crores). Railway (—Tk 6.80 crores). Post Office
Department (- Tk, 6,66 crores), Social and Communily Service (- TH. 3.75
orores), Excisa Duly { - Tk: 3.50 crores), Economic Services | — Tk, 0.42 crore),
Other Taxes and Dubes |- Tk 2040 croras)  and other  Mon-Tax Aevenue
=Tk, 11.06 crores).

172, In the revisad budget for 1584-85 increased revenue expendiluras wers
shown under the heads: Subsidy, Granis-in-aid and contributions (- Tk. 160.72
crores), Social and Community Services {+ Tk, 123.53 crores), Pension and
Retiremant Benalit {+ Tk, 31.98 crores), Defence (- Tk, 27 66 crores), Education
[+ Tk, 2251 crores), Health and Population Contral («+ Tk, 15.28 crores),
Agricullure and Allied Services ( + Tk, 12.69 crores), General Administration,
Public Order and Salety {+ Tk. 11.50 crores), Interest on Foreign Debt (+ Tk, 10.88
crores), Fiscal Servicas {+ Tk, 9.84 crores), Water and Energy {+ Tk. 7.98 crores),
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FPolice (= Tk 564 crores), Transport and Communication {+ Tk, 4.67 cronas),
General Economic Services («Tk. 2.78 crores), Administration of Justice (-Tk, 2.68
corgs), General Senvices [Tk, 2.43 crores). Organs of Govemmaent (+Tk. 241
crores), Bangladesh Rifles {+ Tk, 1.61 ¢crorgs), Secretariat (+ Tk, 1.51 crores),
Industries and Mining (+ Tk. 0.89 crora) and Foreign Affairs (« Tk 0.58 crora),
These Increases were, howeverlargely offset by substantial declines in
unexpected expenditure (- Tk. 118.51 crores), Interest on Domestic Debt
{ =Tk, 11.05 crores) and Audil [ -Th 4.18 crores)

173. The size of the Annual Development Programme [ADP) for 1584-85
which was originally placed al Tk. 3896.00 crores was subsequently revised
downward by TK. 387.58 crores to Tk. 3508.42 crores. In the revised budget, total
foreign assistance for financing the ADP was placed at Tk 2618.00 crores,
including Tk 1561.00 crores under Propecl Aid Tk, BE5.00 crores under
Mon-praject Assistance and Tk, 92.00 crores under PL-480, EEC etc. Domestic
financing lor tha ADP was revisad at Tk. 880.42 crores including revenue surplus
of Tk, 547.00 crores, net domesiic capital of [ - ) Tk, 58.58 crores, surpdus from
food budget of Tk, 240.00 crores and Extra-Budgetary Resources of Tk, 203.00
Crores.

174, The budget estimates for 1898586 placed revenue receipis -at
Tk. 3754.00 crores and expenditures al Tk, 3313.00 crores, thus showing &
revenue surplus of Tk 441.00 crores {excluding Tk, 196.56 crores in new [axes).
Of the total revenue receipts, cusioms duties are estimated o yield Tk 116000
crores, Excise duties Tk, 825.00 croras, Sales tax Tk, 462.00 crores; Income 1ax
Tk 420,00 croves and Slamps [non-judicial) Tk, 1150 crores. The non-tax
ravanue recaipts of the budget include Interest Tk, 170.00 crores, Dividend and
Profit from Public Financaal Institutions Tk, 155.96 crores and Dividend and Prodit
from Non-Financial Public Enterprises Tk. 85.00 crores. On the expenditures sida,
Defence accounts for Tk, 501.18 crores and Educabon Tk, 487 .44 crores. CHher
important allocations include Subsidy, Granis-in-aid and contributions Tk, 383.39
croves, Interest on Domestic Dabt Tk 208.52 croreg, Inlerazi on Extarmal Debl
Tk, 1B3.67 crores, Social and Community Services TK. 168,71 crofes, Polica
Tk. 136.67 crores, Health and Population Control Tk, 129.34 crores and
unexpecied Expenditures Tk. 382.00 crores (including Tk. 300.00 crores for
impiementation of new pay scales).

175. The size of the Annual Development Programme (ADP) for 1985-86 has
been estimated at Tk, 3825.72 crores. This shows an increase of about 9.04 per
cent over Tk. 3508.42 crores of revised ADP for 1984-85, Of the total outlay,
Tk. 586.95 crores (15%) has been allocaied for power, Tk 473.82 crores {129%)
fior industries, Tk. 425.00 croras (11%) for Development of Upazilla Infra-structura,
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Tk. 409,49 crofes (11% ) lor Flood Contral and Water Resources and Tk, 357.33
crores (9% for Seli-fingnce Schemes of Autonomous Bodies. Allocabons for
Transpor!. Agriculiure, Nalural Resources, Education and Raligion, Population
and Family Planning and Aural Development stood at Tk 274,71 crores (73],
Tk 218.80 prores (B%), Tk 196.66 crores [B%), Tk, 165.13 crores (4%,
Tk 12874 crores {35%:) and Tk, 100.92 crores (3%} rospectivaly, An armount of
Tk.-488.17 crores (13%) has been allocated for oiher sectors. The Annual
Developmeni Programme for 1985-86 envizages. a fotal forelgn assislance ol
Th. 3209.00 crores or 83,88 per cent of the tota! outlay as zgainst 74.62 percentin
the revised ADP for the previous year

176, Some of ihe Imporam tax me-sures for 1985-86 are as under:

Customs and Excise Duties:

i} The concessionary duty rates for machinernas whch were 2.5 par canl lor
the less developed aréas and 15.0 pear cent for the developed areas have
baen realgned &t 2.5 percent, 1.0 per cent and 20.0 per cant for the leasl
developed, less developed and developed areas respectively. Al the samp
time, 1he procedure of cusioms clearance of such goods has been simpiified
and fiberalised

W Duly on standby generator lor power supply has been reduced from 20.0
per cant o 2.5 per cent.

i} Duties on teiescope, microscope and parts thereot have been unified al
the bower rate of 2000 per cant fram the prewous rates of 20,0 per cent, 50.0
per cent and 100.0 per cent respectively

iv) Dubes on electronic calculator, English typewriter. dupficating machine
and parts thereof have been reduced 10 20.0 par cant and 500 per cent lrom
510 per cent and 10000 per cenl respectivaly,

v} Cars run on petrol have baen brought within the purview of concessionany
rate of 50.0 per cent customs duty when used as taxi-cabs. Further,
pefrolorun lax-cabs have been made sales tax free.

vi} Duly reductions have been made in the cases of @ shoe from 150.0 par
cent 10-50.0 per cent, liter paper cut-to-gize from 1500 percentio: 100.0
per cenl, buttan blank fram 50.0 per cenl to 20.0 per cent, fire bricks, lning
and reflactory articles from 150.0 par cenl o 50.0 per cent, bleached mearc-
ensad sewing thread in hanks from 50.0 per cent to 20.0 per cenl and
walches imporled In completely knocked-gdown condition from 100,0 percent
to 50.0 per cenl

viy  Customs duly and sales tax on equipments required for conversion to gas
system. such as, carburattor mixture, eylinder and compressor have
been completely withdrawn, subject ta the fulfiiment of cerain condifions.
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wiiij  Duty on completely knocked-down television sets has been snhanced
from 5.0 per cenl to 100 par canl.

i®)  Duty  on motor-cycles imported in complalely  knocked-down  condition
has pean unified at the higher rate of 10.0 pér cent from 5.0 per cent and
10,0 per cenl earlar,

x) Duty on grey portland cament has bean increased from 5.0 per cent 1o 20.0
per cent, The existing10.0 per cen! sales tax an the ltem has, howevar,
been withdrawn.

ai) Duty on pumps has been raised from 50.0 per cent to 100.0 per cant, on
umbrelia ribs from 75.0 per cent to 100.0 par cent, on bicygle tyre from
100.0 per cant to 150.0 per cent, on ball point pen from 50.0 per cent to
100.0 per cent, an tetevisions from 50.0 per cent to 75.0 par cent and from
75.0 par cant to 100.0 per cenl on black and white and coloured sels
respectively.

wilh Regulatory duty equal to 250 per cent of the statulory rates shall be
imposed in addition to the normal duly, on items {with waiver in excaptional
cases) which are not permissible for impor under  Import  Podicy for
1984-85 but will pecome imporiable in the Import Policy for 1885-8€

xili}  Gift items, under Baggage Rules would be allowed duty free. Apart from
giﬂélat;ns. no ather arficles can be brought under the Baggage Rules free
of du

¥iv]  Exemplion of 2000 par cent excisa duty on gas pnce.

av)  Excise duty on hiris has been fixed at Tk. 14.80 per thousand slicks in
placa of the existing Tk. 13.20 per thousand sticks,

svi) Duty on maich has been raised from Tk, 3.00 o 5400 per gross,

xviiy Duly on medicine has been raised from 5.0 per cent Lo 10.0 per cent F

Wil  Excise duty on gas burnt bricks has been  enhanced o Tk 100,00 per
thousand bricks from Th, 20,00 and Tk, 2500,

®ix)  In case of cinema halls, the capacity duly rates for rural and urban areas
have oeen enhanced from 5.0 per cent t010.0 per cant and from 10.0 per
cent to 20.0 per cenl raspactively

¥x}  With a view to bringing more small-scale indusiries within the exemption
limit. the upper limits of exemption on capital investment and the num-
ber of employeas have bean refixed from T, 50,000 to Tk 1.00,000 and
from 10 persons to 15 persons respaciivety.

xxl)  Excize duty on manually made bus body has been withdrawn.

Export Duty:

] Export duty on laa has been withdrawn,

i) Export duty on wet blue leather has been merged into & single rate of 5.0 per

canl from the threa rates of 2.5 por cant, 5.0 per cent and 10.0 par cenl

Sales Tax:

i) Sales tax g10.0 per cent on powder milk in bulk has been imposad.

i} Sales lax on vessels for breaking up and scraps waste has  been reduced

from the existing 20.0 per cent to 10.0 per cent.
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Sales tax rom ingol and stab ingot; B.P..sheets, billets, dentifiabde tractor
parts, sodium dichromate impored by manufacturers of basic chrome

sulphate, ECG recording paper, slide rule, geomelry and biology boxes.
coaster, petrol taxi-cabs, grey port-land cement and second hand blanket

has been completely withdrawn,

Income Tax:

i)
i}

i)

The exemption fimit of income lax has been raised (rom Tk 20.000.00 o
Tk, 30.000.00,

The limil for compulsory submission of the statermment of assels, lrabilites and
pxpenses has also been enhanced from Tk, 50,000.00 o Tk, B0,000.00
The highest tax rate of 3000 per cenl has been lowsred o 25.0 per cant in
respact ol registerad firms,

vy Limit of income for self-assessment scheme has been raised 10
Te, 1.25,000.00 from the existing Tk, 1,00,000.00

v) Provision has been made for rebate ol 25.0 per cant of lax attnbutable o
incomea Irom passenger buses and launches,

vi)  Capital gain ansing from transfer of land or building towards eguity of a new
indusirial company has been exempted from tax

wil] Capital gain ansing out of a8 process of transformation of a firm into &
company has also been exempled from lax,

wilily  The exempion limits of dividend and intefest income from bank deposils
have been raised from Tk.5.000.00 to Tk.15.060.00

Land Rewvenue:

i

i)
i}

The tax of Tk. 60.00 par decimal has been raized 1o Tk, 100000 in respect of
land used for indusirial-and commercial purpose in 29 specified Upazillas of
Dhaka, Chitagong and Khulna.

The tax of Tk, 12.00 per decimal has been raised to Tk, 20.00 per decimal in
respect of land used for residential and other purposes.

The land development 1ax on non-agriculiural land in the municipal areas of
old distnet towns and oiher argas has been raised by 30,0 per cent to 100.0
per cenl acconding Io uss.

Other Feas/Taxes/Fares:

I}

it}

(a)
(B)

Passport fees to be charged within the country and that to be collected by
Bangladesh Missions abroad have been increased by 50.0 per cent and

100.0 per cent respactively,
The Airport fees have been fixed at the following rates:

Hall Gallery
Dhaka Th. 10.00 Tk, 5.00
Sylhat and
Chittagang Tk, 5.00 Tk. 2.00
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iii} - Railway fares have been enhanced by 5.0 per cent, 10.0 par cent and 20.0
par cant for passengers, goods and parcels respactively.

iv] The price of copy siamps has been raized to Tk. 2,00 from the existing price
of Tk. 0.40.

v Paymant of stamp duty has been exempted on transfer of land owned by
entreprenaars. Dy way of equity participaton ondy to a limited company
incorporated for sefting  up indusiny.

177. Government of the People's Republic of Bangladesh introduced a
“Two-Year Special Treasury Bond™ for sale to the individuals, public and private
sector organizations inciuding banks with effect from January 19, 1984 and sold
upto July 31, 1984. Against these Bonds, an amount of Tk, 12.68,500.00 was
encashed during the year leaving a batance of Th 27217,17.091.20 as on Jung
30, 1985 as against Tk. 266,36,70.747.88 as on June 30, 1984,

178, Tha outstanding against the 11.0 per cent Government of Bangtadesh
Loan, 1992 ficated in October, 1982 remained at the last year's level of Tk. 63.76
Ciores as on Juna 30, TSES.

1789, The threg-month Governmeant 'il'nasur'_..r Biils @ 5.0 per cent discount per
annum stood as onJune 30, 1985 at the same level of Tk. 57.03 crores as on June
30, 1984, These Bills weredue to be redeemed on matwrily in Awsgusi, 1585

180, The Special Treasury Bils® 9.0 per cent discount per annum offered for
sale on 21st June, 1978 o non-bank Institutions stood as on Junse 30, 1285 at the
sama level of Tk 4828000000 as on June 30, 1984,

181, Govarnmen! has accapted the liabilities of 5.0 per cent Income Tax
Borwls of the erstwhile Pakistan Govermnment held by Bangladeshi Nationals and
institutions, which have been revalidated and the oulstanding stood  al
Tk. 75,71,650.00 as-on Jure 30, 1885, the same level as on Juna 30,1984,

182, The amount of G.P. NotesSlocks Certificate including 5.0 per ceni
Defence Bonds aof the arstwhila Pakistan and i1z Provincal Govermments hald by
Bangladeshi naticnals and institutions, liabilities of which have been accepted
by the Govemment of Bangladesh but awalling redemption stood &t
Tk. 4,.31,10.600.00 a5 on June 30, 1985 as against Th. 5.85,32 400.00 az on June

30, 1884,

183. The amount ol 5.0 per cent Non-Negoliable Bonds issued by the
Government of the Peoplke's Republc of Bangtadesh to the Share-holders: of
Mationalised Indusiries as compensation stood af Tk, 13,18,10.535.50% a5 on Juns
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30, 1985 as againsi Tk 13,18,10,668.83 az on June 30, 1984, Out of this, payment
of maturity value payable In instalments from July 1, 1979 has been made for a
total of Th. 12,77 87 69944 uplo Juné 30, 1985 as againet Tk, 11,8511, 786,15 as
on June 30, 1884, The outstanding balance as at the and of June, 1985 was
Tk. 40,22, 836.06 as against Tk. 1,32,98 882 68 at the end of June, 1984,

184. The amount of B.0 per cent Savings Bond Esued by the Government of
the People’'s Repubdic of Bangladesh against 100-Taka demonetised Motes stood
al Tk, 1,83,36,400.00 as on June 30, 1985 as against Tk, 1,82.22 900.00 as on
Juna 30, 1984, Out of this, maturity value payable from Apsil 10, 1882 has begn
made for a total of Tk, 1,67.34,600.00 leaving a balance of Tk, 16,01 800.00 as on
Juna 30, 19B5 as against Tk. 18,05,500.00 as on June 30, 1984,

185, The nel outstanding of both Bangladesh Savings Cerfificates and
Bangladesh Sanchaya Patras sold through banks stocd at Tk, 17.28,99 200.00 az
onJune 30, 1985 a3 against Tk, 17.07,.337.00 as on June 30, 1884 The nat sale of
Bangladesh Sanchaya Patras through Post Officas stood at (-) Tk 2.88 crares
during 1984-B5 as compared 1o (-] Tk. 0.21 crore during 1983-84. §

186. The net sale of Pratirakkha Sanchaya Patras through the  banking sec-
tor amounted to Tk, 1.99,78.,7946300 as on June 33, 1985 as against
Tk. 1,63.60,34.574.00 as on Jure 30, 1984. Sale and enchashment of Pratirak-
kha Sanchaya Patras during the year under report were Tk, 47,90,71,948.00 and
Tk 11,7227 060.00 respectively. The net saie of Pratirakkha SanchayaPal-

ras through Post Offices stood at Tk 0.51 crore during 1284-85 as compared 1o
Tk 0.67 crore durng 1983-84,

t87. The net sale of Bonus Sanchaya Patras through the banking sector
amounied to Tk, 13.67.81.816.00 as on June 30, 1885 as  against
Tk.10,80,85,806.00 as on Juna 30, 1984, Sale and encashment of Bonus Sanch-
ya Patras during 1984-85 were Tk £37.06510.00and Tk 1,60,10.500.00
respactively. The net sale of Bonus Sanchaya Palras through Post Offices stood al
Tk. 0.39 crore during 1984-85 as agains! Tk, 0.12 crore during 1983-84.

188; The nel sale of Svear Bangladesh Sanchaya Patras through the
banking sectar amountad to Tk. 10,97.01,521.00 as on June 30, 15485 as agains!
Tk 447.25,121.00 as on Jung 30, 1984, Sale and encashment of S-yaar
Bangladesh Sanchaya Patraz during the year under repot were
Tk, 787,35 460.00 and Tk. 1,37.59,060.00 raspectively. The nel sale ol B-year
Bangladesh Sanchaya Patras through Post Offices stood at Tk. 0.37 crora during
1984-85 as agains! Tk. 0.38 crore dunng the previous year.
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189. The 10-Taka Bangladesh Prize Bonds Scheme infroduced in Juna, 1974
continued during the year, Progressive net sale of Prize Bonds  amounted 1o
Th.14,59,08,850.00 a5 on Juna 301985 as comparedioTk11,97,70,620.00 as on
June 30, 1984, Forty three series of Prize Bonds namely English A, B, C, D, E, F,
G, H,J, K, L,M,N,P,Q,R, 5,T,UEV and Bengall seriesKA, KHA, GA, GHA, LIMA,
CHA, CHHA,JA JHA, YEUQ, THA, DA, DHA,THA, DA, NA,PA, FA, BA, MA,
LA,SHA, SHHA have been pul on sale uplo 30th June 1985, Sixty two bi-mon-

thiy prize draws have beenheld so far under the single common draw systam.

180, & schame for sake of Prize Bonds and different types of Sanchayva Patras
was infroduced in the United Arab Emirates (UAE]) in Novembar, 1972 and In the
LK. in October, 1980 through Janata Bank and Sonall Bank respectively. Lipto
June 30, 1885, Prize Bonds and Sanchaya Patras worth Tk, 4,10,350.00 and
Tk. 1,01,600.00 respectively were 2oid 1o Bangladeshd 'u‘.'aga Eammers fving in
the LLAE. and UK.

181, With a view to further augmenting the sale of Wage Eamers
Development Bonds, the Govemmant ama the Wage Eamers’ Development
Bond Rules, 1981 on June 13, 1984, The a drments provided, interalia, for sale
of these bonds through the offices of Bangladesh Bank and corespondents of
Bangladeshi Banks abroad. Banks were also allowed to appoint commission
agents abroad for promoting sales of these Bonds: As a resutl, the amount of
Wage Earnaers’ Development Bonds soid by different banks stood subsiantally
higher at Tk. 17.40,13,000.00 as on June 30, 1985 as against Tk. 11,55,47,000.00
as on June 30. 1984, Oul of these. paymen! of surrender value has bean
made for a total of Tk. 72.81,000.00 leaving a balance of Tk. 16,67,32,000.00 as
on June 30, 1885 az against Tk, 11,48.59,000,00 as on June 30, 1984,
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INTERMNATIONAL ECONOMIC COOPERATION
AND INVESTMENT PROMOTION

182 The success of developing couninzs affoms o promota growth of thelr
o economies and improve guality of ife of their people depends 10 a greal exlent
on coberent intermational econgmic cooparation in various fields. Keeping in view
the value of such international cooporation Bangladesh participated in a good
number of international conferences'meetings of the Commomsealih, ESCAR,
DB, OIC, UNCTAD sto., durng 1984-85.

193 Since her joiming as a mamber of the Commonwaallh in April, 1972,
Bangladesh has been playing active role in all Commonwealth programmes and
activities and the country is drawing substantial benafils from the Commonweaith
Fund for Tachmeal Cooperation (CFTE) and a number of siner programmes,. The
counlry's representation at the highest level in the last 5 Commanwealth Summil
Conferences as wall as the Commonwaalin Heads of Govarnments, Ragional
Mealings in 1978, 1980, 1982 and 1984 were apprecied. Bangladesh aciively
participated in the last Commonweallh Finance Ministars’ and Semior Finance
Dfficsals meatings held in Toronte, Canada in Seplember, 1984, In the maeting
the Miusters desired thal ihe Intemational financial institutions play a more
significant role in the debd crisis. Recognising the importance of assistance in
formulating approprale adjustment policies, Ministers called upon the IMF o
maintain a fiexible approach. in this conlexd, the IME was invilad to pay graglar
attenfion 1o the Extended Fund financing. hMost af the Minstess supported an
immediale and substantial aflocation of SDRs particularky in veew of the desirability
ol restoring developing counfries” reserves to adegquate levels, The Ministers also
expressed their continued support for the CFTC. The CFTC's support to the
mamber countries was confirmed at the 30th meeting of the Board of
Representatives heid on 16th Seplamber, 1884, In the maating, pledges  totalling
£23 million were made for1984-85 undar the OF TC.The 41h summit meeating of the
Heads of Government of Commanweaallh countries in Asia and Pacific was held al
Port Moresby, Papua Mew Guinea on August B, 1984,

184, Assistance to Bangladesh under CFTC has been gradually expanding.
Bangladesh Officials are being trained under its Education and Training
Programme. Earlier, CFTC provided financial support for visit of trade Missions
from Bangladesh 1o EEC and other countries. CFTC experts also helped the
Bangladesh Parjaton Corporation In the development of tourism and streamlining
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of inansal management, provided traiming facilities and sponsored workshops for
the officers of ihe BRDB, BFIDC, NBR. Planning Commission, BSCIC, Ministries
of Agriculture, Commerce, Industries, Establishment, Communications, Port
Shipping and IWT. and Education. Apart from these, CFTC providad 18 training
facilifies in 15 fields during 1984-85 as against 23 training faciiities in 19 fields
durirgy the preceding year

195. The 28th and 30th sessions of the Trade and Development Board (TDB)
undaer UNCTAD were held in Geneva during Septembear 10-12,1984 and March
18-29. 1985 respectively. Bangladesh parficipated in both the mestings. Although
no agreement could be reached on the substantive issues submitted o the Board
for action in the 29ih session, the following iImportant topics were discussed in the
30th session of the TDB: (a) the inlerdepandence of problems of rade and
development finance of 1he International monetary system, (b} the debt problems
of the poorer developing counfries and, in paricular, the least developed couniries,
and (] protectionism and structural asjustment. Regarding profectionism and
structural - adjustment, the TDB approved a resolufion thal reaffirmed earfier
commitments by the developed couniries oo standstll and rollback o
prodectonist measures. and the granting of preferental realment to developing
countries, I§ also approved a resolution on services which authonsed the UNCTAD
Sacretarial o assizl inlerested member counfries in their analysis of the role of
zevices In their economies,

186, Bangladesh also participated in the forty-first session of Economic and
Social Commission for Asia and the Pacific (ESCAP) held in Bangkok during
March 19-28, 1885, The Commiszion reviewed the development of tha ESCAP
region in the economic fietd and implementation of Intermnational Developrment
Strategy and Substantial Mew Programme of Action. Bangladesh actively
participated In the session in which some issues relaling to improvemeant of ihe
technological capabilties of developing countries in the ESCAP region were also
discussed

197 The Substantial New Programme of Action (SNPA) which was adopted
by consensus in 1880 was endorsed by the UN General Assembly in its
resolution 36194 of December 17, 1981. The SHNPA, inier-alia contains a
programme of action aimed at transforming the economies of the east developed
countries and enabling them to provide intemationally accepted minimum standard
of nutrifion, health, housing, education, ranspor and commurmcabon facililies to
their peopée, The main objectives of the SMNPA are:

g} o promote the siructural changes necessary (o overcome the least
developad counines extreme economic dithculty;
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by o provide fully adequate and imdemnationally accepled minimum
standards for the poor

¢l tosdentity and support mapy investment opportunitiesand prnonties;and

d] tomitigate, as far as possible, the adverse effects of natural disasters.

198. As per the UN resofution, & high level meeting of tha Inter-governmantal
Group an the Least Developed Countries will be convenad in Geneva from
Sepltember 30 to October 11, 1585 to carry out the Mid-term Global Review of
SNPA. Several preparatory mestings at regional and international levels for the
Mid-term Review have already taken placa. In the ESCAP Region, a high level
meeting was held in Bangkok inJanuary, 1885, The 5th Meeting of the Conference
ol Ministers of African LDCs held a1 Addis Abbaba in April, 1985 adopted a
Memorandurn on the Mid-term Review of SNPA in Africa. The 3rd Meating of
Multilateral and Bilateral Financial and Technical Financial Assistance Insfitutions
with Rapresentatives of LDCs which was held in Geneva in May, 1985 compiled a
set of agreed conclusions on the forms and quality of external assistance to meet
the specific neads of the LDCs. Bangladesh is also taking keen interest in all SNPA
activities and always favoured the internalional support measures for the LDCs
under her programme.

199, The =sixth Meeating of the Governors of Ceniral Banks and Monatary
Authorities of the Member States of the Organisation of the Islamic Conference
{OIC) was held in Dhaka on February 4-5, 18B5. Al the invHalion of the
Governmeant of Bangladesh delegates from 42 Member-Siales attended the
meeting. In the meeting Bangladesh submitted a raport on the Warld Economio
Situation with special reference o OIC countries, This repor reviewed in brief the
economic sitluation of the Islamic World and the frade relations of Bangladash with
other OIC members. In the Meeting Bangladesh particularly drew allention 1o her
enormous nead for increased and sustaingd flow of assistance from abroad and
suggested that there should be a consolidaled bord ol akd redaticnship belwean
Bangladesh and other surplug OIC countries. as Inthe case of several othes fow
incoma OIC countries. In addition, two reports, one on 'Capital Market” and the
oilhar an “Export and Refinancing Mechanism', were examined. Regarding the
paper on "Capital Market” Bangladesh proposed the issue of an international
Imvastment Bond in 1985, Formation of a Task Force was also proposed fo
delarming (he modaliies and terms and condilions of the Bond., Bangladesh
supported the recommendations of the report on “"Regulation and Guidelines on
Promotion, Establishmeant and Supervision of Istamic Banks™ which was included
as one of the agenda iterns of the mesting. With regard to paymenis arrangement
amang the membser states of the OIC, a report on "' Technical Aspect and Possible
Benafilz of Mullilateral lslamic Clearing Unions” was also dizcussed in the
mieefing.
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200. |n the 9ih Annual Meeting of the Istamic Development Bank which was
alsa held in Dhaka on February 2-3, 1985, the issue of Export Refinance Schems
was given priorty. It was suggesied to strengthen the axisting trade financing
scheme of DB rather than to have separate financing meachanizm.

201. Wages Eamears’ Remittances of the Bangladeshi nationals serving in the
Middle East and other contres have been providing substantial cushion 1o he
meagre foreign exchangs resennas of the country in the past few years. Although
overseas smployment for Bangladeshi workars showed an increasing trand til
1882, the demand appeared 10 have slackened in the subsequent years, This s
indicated by the number of total employment which deciined from 62,762 in 1982
5 59220 in 1983 and further 1o 56 754 Im 1884, Thiz decline in demand is
attributed mainly io the curailmeant of devalopment progects in the Middie Eastemn
countries due to declning oil prices. The employmant during the first gix maonths of
18985 was, however, higher ihan the progarkonate employment figures in 1882,
1983 and 1984 due mainly o increased demand for workers trom Irag and Iran.
The overseas empioyment sltuation may improve further consequent upon the
signing of an agresment o May 26, 1985 between the Governmant of the
Peaple's Republic of Bangladesh and the Governmant of Malaysta regarding the
possibibty of recruliment and employment of Bangladesh workess in Malaysian
Flantation firms.

202. The following fable shows. year-wise 1ofal employmant abroad of
Bangladesh nationals alongwith corresponding remittances for the penod from
1976 il June, 1885,

YEAR-WISE EMPLOYMENT ABROAD OF
BANGLADESH HATIONALS FROM 1676

TO JUNE, 1885
(Takn in onres|
= Tupi | — Remittarcas
Pariod I_ , E Toi of 'Wags
[Galendar | Smm U= | Muimies Eamisr
F
i refers | ol J kil j At g Al
{421y -1 alid s 543 3,207 B,087 a5.H4
a7 1,788 Ba4r 4490 T.022 15,725 « 123868
19T 3,455 B 180 1,080 10,714 22,609 165D
19y 3,404 705 1,665 12,301 24 485 26674
133 1,963 12 205 2,343 14,033 3,573 d93:15
1981 3,582 2243 2,443 E27.015 =L 20T
i1 F 3.068 20611 e 34,881 G 7R 1, 73654
1HE 1,822 18938 5068 33,36 b= | 1,568 37
1284 642 17183 Eoand A1.445 ST 126818
1885 upka
durw) 1.751 13043 3,265 1,070 a6 16 SHE &7
Grand Tatal ©: 28371 1,27 833 5,660 1,891,540 3703 B.6T.51

Sompen: Minerdy ol Labon and Marpowsnard ECT, Banginaesn Bank
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BALANCE OF TRADE AND PAYMENTS

203, The balance of trade of the country showed deteriomation during 1584-85,
Deficit on the Merchandisa Account (l.e., visibla exports less visible imports) during
the year increased to Tk, 4352.7 crores from Thk. 3817.8 crores in 1983-84 due o
larger imponts, impors during 1984-85 stood al Tk.6873.8 crores  which  was
TkA004.5 crores(17.1 % ) higher than those during the preceding year. Of the talal,
Imports linanced by eash (including POL imports), Barter and Special Trade, Wage
Eamers’ Scheme, Loans'Credite and Grants amounted fo Tk, 19088 crores
{27.8%:), Tk. 183.6 croras (2.7%), Tk. 1B0&.5 droras (26.3%), Tk, 1330.0 crores
(19.3%) and Tk 1644.9 crores {23.9%) respectively. Long term loansicredits
received from Foreign Governments/Institulions atc. ware ulilised for imports
under food (T 453.7° crores), non-food project (Tk. 604.2 crores) and non-food
non-project (Tk, 226.1 crores), Food and non-food imports under Grants during
1984-85 stood at Tk. 6284 crores and Tk, 1016.5 crores respactively. Impor
payments under major heeds during 1983-84 and 1984-85 are shown balow |

MERCHANDISE IMPORTS

198384 1984--B5
Commaodity'Year ~In crore [ In miliion § In crore  [In million
Taka Taka k]

1. Food grains gaa.T 68 1216.3 466

a) FAice (175.0) (70) (220.7) (B5)

b] Whaat (817.7) {328) (995.6) (383}

2. Edible Qil & Qi Seeds 2494 a8 431.0 166
a. Pelroloeum Cruda and

Pefroleum Products 9071 364 BE7.4 342

4. Colton 1739 T0 142.5 55

5. Textide Yam 1112 A5 1102 43

6. Farhlizers 1972 74 264 4 102

7. Chamilcals 253.1 101 J22.1 124

B Cement 60.6 24 136.8 83

8. Capital Goaods 15595 625 16165 [See]

0. Others 1374.2 551 1745.8 672

Total: 5869.3 2353 GATA.A 2647

* Ingluding defered payments
Moke: In teems ol LS. dollar, imparis dusng 108485 incragsed by § 294 milksn or  125% (irom
5 2353 mullion in 1983-84 10 $ 2647 million),
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Balance of
Paymeants

204, Hﬂﬂﬂfplﬂafmm exports rosa from Tk, 20515 crores in 1983-84 io
Tk 25211 croras in 1884-85, In terms of Taka, export receipts ingreased by
TEABRSE crores or 22.5%while Inlerms of LS dollar the szame dencted an increase
of & 149 million or 18.1% 1o 5971 million during the year. Exporl eamings from raw
jute and jule goods during the year stood al Tk, 381.9 crores (15.1%) and
Tk 1089.6 crores (43.2%) respectively. Receipts under the major heads during
1883-84 and 1984-85 are shown In the following fable

EXPORT RECEIPTS
(Taka in.crores)

CommodilyYaar 1883-84 1984-85
1. Haw Jute 2769 381.9
2. Jute Goods 884.3 1089.6
3. Tea 181.5 1471
4. Leathar 1865 2193
5. Figh, Shrimps and Frog Legs 2329 258.4
6. Mapiha, Furnance Ol and Bitlumen 64.6 438
7. Readymade Garmments B4 E7
8. Others 141.5 105.3

Total: 2051.5 2521.1

205, The Services Account {l.e:, imvisible receipts less invisible paymenis)
showed & larger deficit of Tk. 93.2 crores during 1884-85 as comparad with tha
deficit of Tk. 82.3 crores during 1983-84, The increase in deficit on the Services
Accoun! during 1984-B5 occurred mainly due to higher inlerest payments on
long-term logns and increased payments under the head “Travel”,

206, The overall balance of payments showed a deficll ol Tk 280.0 crotes
during 1884-85 as against A surplus of Tk 584.6 crores during 1883-84. The
deterioration in the averall balance was due mainly 10 increased daeficil in the trade
balance, smaller receipis under unrequited transiers and ncressed debl
repayments. FRecaipts under unrequited translers decreased from Tk, 3217.1
arofes-in 1983-84 to Tk 2B61.9 crores n 1984-85, of which net recaipls under
“official transfers” and “private transfers” stood at Tk, 1825.2 crores and
Tk, 1033.7 crores rospectively. Net capital inflow during the yoar was Tk 1208.8
crores 85 compared to Tk 11664 crores during 1583-84.

207, The convarlible foreign exchanges rRSETVas heid by Bangladesh Bank
declined from Tk, 1360.4 crores (5640 milllon) at the end of June, 1984 io

@ Soures | Bangladesh Bank (based on Excharigs Condral Flocords),

w ncluding Reserves wilt ihe IMF,
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Foreign
Exchange
Raserves

Terms of
Trad

Tk 11176 crores (& HHE.UFI'I'IH"DI'I] gz ondune 30, 1885, Tha decling In foreign
exchange reserves during the year under report occumed despite the drawing of
§ 54 95 million under the compensatory Financing Facility from the IMF.

208. The commodity’ a5 wall as the incoma terms of trada ol the couniry
showed improvement during 1984-85 due mainly 1o a rse in tha pricas of our
gxports, supported by a slight fall in import prices. The commadity terms. of trada of
the country is given by the ratio of axpor prices to impod prices and shows
different values-of imports which could be received in exchange for a given volumea
of exports on the basis of price relations alona. The income terms of trade, on tha
other hand, measures changes |n incomea aarned on accoun! af exports thrawgh
the change in commodity terms of frade. Movemeants of the estimated terms of
trade of Bangladash in recent years are shown balow

COMMODITY AND INCOME TERMS OF TRADE OF BANGLADESH
(Base : 1875 - 76=100)

Expart Irmipt Commodity Export Incoma
Poricd Price Frice Tarmsz of Volume Torme of

Ingdex Index Trads Index Trade
1976-77 104.02 9084 114.51 103,48 118.49
1977-78 122.81 B2.68 148.18 102.63 15207
1878-79 163.30 100,14 153,18 9875 151.26
1879-80 191.60 127 44 150,35 a7 85 147.27
1980-81 174.89 166.08 106,36 104,81 11053
1981-82 167 66 194,74 BE.09 115.83 e iy
1982-83 204.51 205.71 80,42 131.53 13077
1983-84 253.27 210.82 120,14 127.66 153.37
1884-85 328.35 202.08 161.50 114.24 184.50

208, The export-based capagity to Import L., income terms of trade datenorated
during the years 1978-79 through 1981-82 as compared lo 1977-78. The income
terms of trade, howeaver, showed a significant improvament since 1982-83 dee malnly
to & gain in commaodity terms of trade although some increass in export volume also
partly accounted for it. The improvament in ncome lerms of trade ddring the year
1982-83 compared to the preceding year was due 10 increases both in commaodity
terms of Irade and in export volumea index. Despite decling in the volumea of exports,
the commodity as well as income ferms of rade recorded substantial impe Lin
1983-84 and 1984-85 as a resull of continued increase in the export price index.

@ Including Reserves with tha IME
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FOREIGN AID

210. Foreign aid commitment by donor countries to Bangladesh during
1984-85 amounted 1051,971 milllon which was16.28 per cenl higher than $ 1,695
millizn in 1983-84. Total commitment of foreign aid since Indepandanca il the end
of June, 1985 thus stood at § 18,225 million of which & 8,406 or 46.12 per cent
reprasanted grants. Total disbursement of aid since independence till Juns, 1985
stood at & 12,870 million or ¥0.62 per cant of total commitment. Total cutstanding
external debt as on June 30, 1985 amounted to § B,338 million as comparad with
% 7,181 milion at the end of June, 1984

211, Disburserment of foreign aid at $ 1,267 million during 1984-85 was 0.08
per cent lowar than the level of $ 1,268 million in 1983-84. Food aid al 5§ 244
million was 11.91 per cent lower than $ 277 million in the preceding year.
Disbursement of commaodity akd at § 432 million during the year was 1.59 per cent
lownar as compared to 5 4339 milllon in the previous year. Disbursament of prn]aci
aid at & 591 million in 1984-85 was 7.0&8 per cent higher than the previous year's
level of $ 552 million. The disbursement of fareign aid during 1984-85 alongwith
the comparative figures of previous years are shown in the table bedow :

DISBURSEMENT OF FOREIGN AID
(Million U.S. Dallar)

Yaar
Catagory
1980-81 19@1-82 1882-63 1983-84 188485
Food Ald 184 231 268 23T 244
Commuodity e 333 421 4532 438 432
Progect &id EBD 5E4 B34 aE52 581
Total 1147 1236 1346 1268 1287

212. Tha figures in the above table rafer to gross foreign aid disbursament.
Repayment of foreign aid (excluding repurchases in respect of drawings from the
IMF) made by Bangladesh during 1984-85 stood at § 110 million. This was in
addition 1o tha interest payment of § 71 milllon during the year. Thus tha net inflow
of foreign aid Inlo the country during 1984-85 amounied to & 1,086 millkon.
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TRANSACTIONS WITH IMF

213. Bangladesh purchased a fotal of SDR 54.95 million from the international
Monetary Fund during 1984-85 under the Compensatory Financing of Fluctuations
in the Cost of Cereal Imports. An amount of SDR 3.30 million was also recaived by
Bangladesh as interesl rafe subsidy for drawing under the Supplementary
Financing Facility.

214. During the year 1984-85, Bangladesh mace the following repurchases
amounting to SDA 71.05 milion in respect of earlier purchasas fram [he Fund,

Type of Facdikes Yaar of fyround of Aepurchase
Purchass {in million SR

1. Siend-by Arrsngemant 197B-80 2483

&  Supplemaniery Fnancmo Feciby 15a0-81 2151

3 Exiended Fund Faciity 1980-81 4. Th

4. Trusi Fund 1878-78 14,16

Total: 508 T1.05

215. As a result of these fransactions, the outstanding drawings of
Bangladesh from the International Monetary Fund stood at SOR 49208 million at
the end of June 1985 as compared with the balance of SDR 508.18" million at the
and of June, 1984, In addition, Bangladesh paid SDR 32.0 milion as sarice
charges to the IMF during the year under repor.

R - Aewsed
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TRADE POLICY

216 The trade policy Tor 1984-85 was daesignad to maat he increased need
of foresgn exchange eamings (o pay for the country's expanding impor bilts, Thus
emphasis was placed on diversification and expansion of exparts as well as
impravement.of bilateral trade relations with friendly countries. Export targel for the
year was lixed al Tk 2238.00 crores showing an increase of 27.89 per cent aver
the target of Tk. 1750.00 crores in the preceding vear. Tolal export value #pof
Tk, 2408.72 craores dunng the year exceaded the targei by 7.67 per cenl. The
improved parformance of he exporl sacior dunng 1984-85 was attributable o
export devetopment measures at home and a substantial increase in the prices ol
major lraditional expart goads in the international market, The export price index is
estimated to have increased by aboul 2202 percent whike the expor volume
decreased by 7.36 per cent during the year,

217, In order 1o expand the axpor] basa of non-raditional lams, a sarjes ol
product and supply development measures were spalied oul In the export pobicy
for 1984-85, Some of these ware:(iy reducton of intarest rate on export credit from
9.0 per gent to 7.0 per cont on tha earnings from non-lraditional exports bayond
targel:|iiy allocation of 60 per cent XPL 1o garment industries producing exportable
garments by using locally made cloth; (li} provision of a new slab of 100 per cent in
the XPL list for export of cerain commodities having high export polential; (i)
reduction of licence fee from Tk 10.000 10 Tk 1.000 inaorder o liberalise the
export of jute carpel: (v) imposition of restriction on 100 per cenl forsignijoint
Irvestment in respect of production of pant. shirt. jacket and knitwear in tha country
tincluding Exporl Processing Sfone); (vil provision of enteraining the  first
application for export credil of small and new exportess; and (wil) withdrawal of
ad-valorem exgise duly on packet tea and extension of 100 per canl XPL on the
SeIThEr.

218 Total export value of Tk, 2409 72 crores dunng 1884-85 were 21.08 per
cent higher than that of Tk, 1980.19 crores during 1983-84. Exports of raw jute,
jute goods, frazen food and ready-made garments which contributed aboutl 79,72
par cant of the total cxports, exceaded thair respacive largels, O the tolal exporis,
the share of raw jute and jule goods amounted 1o Tk 3590.00 crores (16.18%: ) and
Tk. 100612 crares {41.75% ) as against exports worth Tk, 287,59 crores (14.45%)
and Tk, 8Y6.04 crores (44.02% ) respactively dunng 1983-84, The value of 1ea
export stood lower &t Tk, 156,07 crores during 1884-85 as compared to Tk, 189.09
croras In the preceding year. Frozen food and tanned and semi-lanned leather

P souee Exgarl Promalion Bureau 1
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Import
Pollicy

Import
Licencas

fetched Tw, 224,52 crores and Tk. 178.02 crores respactively during the year,
Earnings from ready-made garments picked up substantially from Tk, 77 48 crores
in 1983-84 o Tk, 300.36 crores in 1984-B5. Earnings from ather ilems amounted to
Tk. 154.63 crores during 1984-B5 as compared with Tk, 181.84 crores during
198384,

218, The import policy for 1884-85 envisaged a tofal allocation of Tk, 4351.00
crores which was highear by T, B41.00 crores or 23.96 pes cent than the allocation
of Tk, 3510.00 crores for 1983-84, Of the total allocation, Tk 1675.00 crores
138.50%: ) were to be financed from Ihe country’s own foreign exchange eamings.
Commodity aid, Wage Eamers” Scheme and Barter/2TA System were to provide
Tk. 676.00 crores (15.54%), Tk. 1800.00 crores (41.37%) and Tk. 200.00 crores
(4.80%) respectively.

230 To make the Impod policy for 1884-85 more realisiic, liberal and
produchon-onentad, a number of steps were taken. Some o these are
(i} simplified provigion for import of those necessary items which were neither
produced locally nor incarporatad in the previous Import List ;@ (i) provision for
increased allocation o private seclor with a view (o enabling it play more effeciive
rofe In achieving a seli-reliant ecanarmy ; (i) Inclusien ol pharmaceutical and
expor-orented: industries in the prionty list ; (vl decision fo impot techpology in
the =zhape of bringing synthesiser maching with s design and sample ;
iv) decision o discontinue the issuance of permit oy CGCI & E against import undear
WES and replacing it by LCA sysiem | ivi) alowing import of complete capital
machinery by wage earners warking abroad without L'C by direct remittance ; and
ivily decision 1o liberalise 25 items, restnict 8 lems and ban 13 items.

221, Ag against the total allocation of Tk, 4351.00 crores, value of licences
issued during 1884-85 stood at Tk, 4104 80%crores. This compared with Hocances
issued worth Tk. 3515.91 crares during 1983-84. Of the total value of licences
issued dunng the year, Tk. 161675 crores were financed from cash foraign
axchante resources, Tk, 138.12 crores under Barter and Tk, 1718.63 crores and
Tk 631.30 croves under Wage Earmers’ Scheme and Commodity Assislance
respectively, The sectoral shares in the licences issued were as follows -
commercial imporfars : Tk, 782.89 crores © industrial consumers  (private):
Tk. 1175.88 crores ; seclor corporations Tk, 391,76 crores ; POL : Tk. 1144.34
crores 7 XPL : Tk 550.51 crares and TOB ¢ Thk. 49.32 crores,

227 Total value of merchandise imports fincluding food and imports undar
project aid eto. but excluding imporis made through fand customs) during 1984-85

"Znrce : G CLIAE

#4 Scurce . Hangiadesh Bureau ol Siaisics
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stond al Tk, 5481.44" crores as comparad with Tk 3852 91 croras during 1983-84,
Of the total imports during the year, the share of food and live animals siood at
Tk, 941,83 crares ; crude malenals and inadibles excepl luals Tk. 306 74 crores;

Value of mineral, fueis, lubricants and refaled matenats Tk 45747 crores, animal and

imports vegelable oils and fats Tk, 421.94 crores; chemicals, drugs and medicines
Tk. B87.59 crores: manufactured goods classified chiefly by materials Tk, 1423.22
crores ;. machinery and fransport equipments Tk, 102467 cromesand other
Tk 207.98 crores.

' The valug of latal #mpon was agtually moch mgnar than tha abowe hogures a3 POL impanis warg mal
tully reflsgied 0 cusloms stalslics
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TRADE AND PAYMENTS AGREEMENTS

223, Bangladesh signed 9 {nine) new trade agreemants with other countries
durirg 1984-85, a5 compared to 5 (five) agreemenis signed during the preceding
year, Ot the agreaments signed during 1983-84, the one with Poland (Barier No, 6)
which became effective from May 31, 1884 will remaln valid upio December 31,
18985, the agreement with Bulgaria {Barter No. 10) effective from January 27, 1984,
will remain valid upto December 31, 1885, the agreement with Czechoslovakia
[Barter Mo, 8) effective from April 20, 1984 will remain valid upio December 31,
1985 Barer Protocol Mo, 7 with China effective from December 29, 1983
remairred valid upto June 30, 1985 while TCB-COMTRADE STA will remaln valid
uplo September 30, 1285, Under the agreements signed during 1984-85 as Ested
below, axports from Bangladesh consisted mainly of raw jute, jute goods, crust and
finished leather, hides and sking, goat skins, wet blue leather, Tobacco and frozen
shrnmps. Imporis into Bangladesh mainly comprised machineres, equipmant and
spara pars, pig Iron, hardwares, raw cotton, kerosena, high spead diesel, slesl
plate, glass, dyes and chemicals, lighi indusirial produects, surgical insirumenis,
diesel oil, duplicating oil, radio equipment, lerlilizer, milk powder, baby food, drugs
and medicines, X-ray film, medical equipment and pesticides. The following table
gives a briel descrption of the agreements signed during 1884-85 ;

8l, | Date of | Country/Party Value of commaoditles o
Mo | Agraement | be exchanged each way
1. 28.3.85 Bangladesh — GDR Us § 1000 millian
[Barter No. 5)
2. 256385 Bangladesh — Hungary Us & 11.00 million
(Special Account MNo.9)
3. 13.7.84 Bangladesh — USSR M. A
(Barer No.13)
4. 28.4.85 Bangladesh — LISSR £:30 to 32 million
(Barter Mo, 14)
5. 211284 Bangladesh — China LS 83200 millkon
iBarter Nao. 8)
6. 19.7.84 TCB-E. MERC STA—3 S 51.50 million
¥. 23784 TCB-SUKAB TPA —2nd LS $14.00 million
8. 16.7.84 TCB-ACSA STA-3(2nd) US S10.00 million
8. 17.9.84 TCE-MUELLER STA US § 5.00 milfion

M.A. = Mol Available
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Raw Jute &

TRENDS IN EXPORT COMMODITIES

224, Production of raw |ule during 1984-85 season stood al 49.39 lakh bales
which was 4.37 per cent higher than the revised tasget of 46.00 lakh balas but
lower by 6.99 per cent as comparad to the production of 53.10 lakh bates during
1883-B4. The lower jute production dunng 1984-85 was due mainly to damage
caused by floods, Total availability of raw jule during 1984-85 slood lower at 53.49
lakh bales as compared 1o 56.60 lakh bates in the preceding year due o fall in
production and lower carryaver stocks. The area under jute cullivation during
1884-85 was 14.50 lakh acres as compared 1o 16.537 lakh acres in the previous
season, The peracre yield of jule during the season stood higher-at 3.41 bales as
compared 10 3.21% bales during 1983-84.

£25. As a result of lower availability ang higher demand for raw jule in the
internatonal markel, ihe average expart price of raw juie recorded an increase- of
83.16 per conl during 1984-85. Howavar, the volumea of axport of raw jute during
18984-85 declined by 25.97 per cent 10 14.08 lakh bales as compared to 1902 lakh
bales in the preceding year. This was dus manly to tight availability position of raw
julg during the year under report The foreign exchange valoe ol jule exports,
however, increasad by 3550 per cenl o Tk.389.84 crores during 1984-85 as
compared to Tk, 2B7.558 crores duning 1983-84 due mainly 1o substantial increase
in export prices,

2ot The iniemal raw juie market remained firm dunng 1984-85. The growars
level price which staried rising from the beginning of the season continued 10 rise
updo January, 1985 The growess’ level pnoce which stood at Tk379 10 Fer
maund * at the end ol July, 1984 gradually increased to Tk. 638.70 per maund
al the end of January. 1985. Thereafter, the price started falling and finally staod al
Tk. 258.17 per maund ai the end of June, 1885, The annual average pnce of raw
jute at the growers' level stood substantially higher at Th. 507,59 per maund during
1884-85 as compared o Tk, 21735 per maund durng 1983-84,

227, Armivals of raw jule in the country's secondary markeis during 1984-85
stood lowar al 40.46 lakh bales as compared to 4913 lakn bakes in the preceding
season due mainly 1o fall in production

228, Considering reduced avaitability of raw jute, the Governmen! impased
ban on new export sales registration of raw jute with effect from Cctober 20. 1984

* Sourcs  Miusty of Jule and Tewtilas = 1 maund 37324 kg
A Hauged
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Wwith a wiew to keeping raw [ule exporf within a limit of 14 [akh bales during 1984-85,
Howewer, the ban was withdrawn from the firsl week of March, 1985 Due to the
ban and shordfall in production, export sales regestrafion of raw juile with
Bangladesh Bank stood much lower at 19.34 lakh bales as compared 1o 31,50
fakh baies in the precading season. Aclual exports of raw jule during the season
alzo stood lower at 14.08 lakh bales as compared to 1902 [akh bales during
1883-84

228 In the kuicha bale sechon, the prica of white X-Bottom: grade juie &l
Marayangan| ferminal markel which stood al Tk, 780.00 per 100 kg.* on July 4,
1984 gradually increased to Tk, 1608.00 per 100 kg. on December 27, 1584,
Thereafter, the price started declining and gradually came dowm o closa the year
at T 107200 per 100 kg. on June 26, 1885. In the pucca bale section, the price of
B.W.O. grade jula opening at Tk, 172500 per bale™ on July 4, 1984 gradually
Increased 1o Tk. 3500.00 per bale on December 27.1984. The price, however,
continued 1o dechine from May 13,1985 and gradually came down 1o Tk 2750000
per bale on June 26, 1983 1o close the year ab thal level

230, The axport price of B.W.LL grade jute which stoad al 5 410 per malric ton
on July 4, 1884 increased steadily to 5815 per-metric ton on April 7, 1985 Aller
ramaining unchangead at thal level for some days, the price stared dedlining from
Aprl 21, 1985 ﬁnd;gra.duah"y fell 105 610 per mefric fon al the end of June, 1985.

231, Tha Govarnmant policy of disinvestment of some af the nationalised jute
mills- coninmued during 1984-85. Accordingly, one nationalised jute mill was
disinvested durng the year, ralsing the total number of disinvested jute mills to 34
al the end of June, 1985, Howewver, no significant improvarmen! was recorded in
this secior during the year due mainly 1o depressed overseas demand lor hessian
and carpel backing cloth (C.B.C.). Hessian and C B.C. production were curiailed
by about 13.0 per cent-and 154 per cent respectively during tha year. As a rasull,
tolal production of jule goods in the country siocd lower a1 561 lakh tons during
1884-85 as compared lo 585 lakh lons during 1983-84.

232, Export sales registration of jule gocds with Bangtadesh Bank stood lowear
at 5.08 lakh tons dunng 1984-85 a5 compared o 6,17 lakh tons in the preceding
vaar, Actual exports of jule goods during 1984-85 also stood lower al 4.75 lakh
ions as compared to 5.21 lakh fons in the precading year, The decling in the overall
expors rapresemntad a fall in exports of hessian and C.B.C. by 14.3 per cent and
24.95 per cent respactively during the year. Total foreign exchange earmings from
ihe expart of jule goods, howaver, siood substantially higher at Tk, 103490 crores
during 1984-85 as compared lo Tk. B46.00 crares during 1883-84 due mainly to
increase i export prices

DD ey 2B praunds # All igwes reiatg 10 mainc maasures.
= 1 bade 56 maunds R Aevisad Sowea - Ministry of Juie and Texdiles.
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233. Stock of jute goods In the country (sold. unsold, stock-in transit and
shutout) as on June 30, 1985 stood higher al 1,65 lakn tons as compared to 1.257
lakh tans at the end of the preceding year.

234 Taea producton in the couniry weni up by 9,76 per cent to 42.52 million
kgs. during 19584-85 as compared o the prodection of 3874 milllon kgs, during
1883-84, Thea increase in the production of tea during 1954-85 was due mainly to
laviourabhe weather conditions and increase in the area under tea cultivation. Todal
availability of tea during 1984-85 including a carrvaver of 8.17 million kgs, from the
previous season stood higher at 50:69 millan kgs. as compared (o 48.90 million
kgs. during the previous year. The closing stock of tea also stood higher al 14,60
millign kgs. al the and of 1984-85 saason as compared 10 8.17 million kgs, at ihe
end of he pravious season.

235. The Chittagong lea market depicted an uptrend during 1984-85, Aza
resull of increased demand from exporiers as well as internal buyers, prices of
most of the varieties of tea durng the year recorded increases upta the and of
Decembar, 1984, Thereafter, the pricas started declining and the trend continued
upto the end of April, 1985 dua mainly 1o reduced demand from exporters, Prices
of most of the vaneties of tea. howerver, started mcreasing again from May, 1985
as demand from tha exparters pcked up substanhally and remained at a high lewve
il the close of the year,

236 in all, 25 auctions were held al Chittagong auction markat during 1984-85
season in which a total guantity ol 34,46 milhan kgs. of tea ware sold at an average
prce ol Tk, 49.71 par kg. The compared with 35.39 million kgs. of 12a sold at an
average price of Th.51.40 per kg, during 1983-84

237 Total exports of tea during 1984-85 stood lower at 25.87 million kgs. as
aganst 30.75 million kgs. during the preceding year. Export eamings from fea also
stood lower at Tk. 158.068 crores dunng 1984-85 as compared to Tk, 168.04
crores during 1%83-B4. The decline in the volume of tea expart may be attributed 10
lower dermand from some foreign buyers like Pakistan, Alganistan ard Poland.

238. Prices of hides and skins in the country depicted a declining trend during
19E4-B5, Tho price of cow-nidas (wel salted heavy) which openad al Tk, 22,000.00
—Tk. 28,000.00 per huendred pleces an July 3, 1984 increased o Th. 22.500.00
—Tk.30,000 onJulty 9 1984 After uling unchangedat that level for some days,
ine price started declining from July 25. 1884 and, amdst fluctuations, fell 1o
Tk 20,000.00 —Tkr, 2500000 on Oclober 13, 1284, Thereafter, the price rose
steadity 10 Tk, 23,000.00 — Tk, 31.000.00 on Movember 13, 1884, but again lall 1o
Tk, 21,000.00 —Tk, 29,000.00 on Novambar 26, 1984. Aller remaining steady al
that level Tor lew days, the price gradeally increased to Tk 2350004
—Tk. 33,500.00 on December 24, 1384, Therealter, the price showed a declining

A-Aevised  *Soece: Bangladest Tea Boarg
*Eopyroe; Directorate of Agricutural Markeiing
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trand and amidst fluctuations came down to Tk 1700000 —Tk, 27 500,00 af the
end of June, 1985,

238, Thne price of buifalo hices, opening at Tk, 32 .500.00 —Tk, 38.000.00 per
hundred pieces on July 3, 1884 declined 10 Tk 30,000.00 —Tk. 34,000.00 on July
g, 1884 Alter ruling unchanged at that level for some days, the prices increased (o
Tk, 33.000.00 —Tk. 36.000.00 on September 22.1984. The frice declined lo
Tk, 30,000.00 —Tk. 35.500.00 on Sepiember 26 1984 bul agawn rose fo
Tk. 40,000.00 —Tk, 45.000  on November13,1 284 Thereafier,ihe price depicted
g declimng frend and, ammsl Hueclualions. closed the year af Tk 27.000.00
—Tk. 30,000.00

240 The price of goat skins (large and heavy} which opened at Tk, §.000.00
—Tk. 7,200.00 per hundred pieces on July 3, 1984, amidsi mingr fluctuaiions,
increased to Tk 6.200.00 —Tk. 7,000.00 on January 2, 19B5, Afler recording
some declines during January to April, 1885, the price rose again to Tk, 5,500.00
—Thk: 6,500.00 on May 18, 1985 and closed the vear at thal level

247 Opening at Tk. 2,800.00 —Tk. 3,000.00 par hundred places on July 3,
1954, the price of sheep sking gradually declined 0Tk, 2.000.00-Tk, 2600 on
Sepember 26, 1884, After ruling unchanged at that level for some days, the price
started increasing from Cclober 13, 1984 and steadily rose 1o Tk 3,400.00—
Tk, 3,200.00 on November 5, 1984, Thereafter, amidst flucluations, the price of
sheap skins rose to Tk, 3,500.00 — Tk, 4,000.00 on February 18, 1985, The price,
again came down to Tk 3,500.00 — Tk. 3,800.00 a1 the end of June, 1985,

242, Export earnings from leather (tanned and semi-tanned) during 1984-85
stood at Tk. 178.02 crores which was 22 60 per cent lower than the axporl target of
Tk. 230.00 crores for the year, This compared with Tk, 209.23 crores eamed from
this fem during 1983-84,

243. Total export eamings from frozen loods which incude shnmps, frog legs
ard fish sfood higher at Tk 224,52 crores during 1984-85 az compared 1o
Tk 188892 crores in the precading year,

244, Export eamings from naptha and bitumen during 1584-85 amounted o
Tk.53.72 crores as compared o Tk 63.41 crores during 1983-84,

245. Earnings from readymade garmenis recorded a remarkable
improvement during 1984-B5. Export earnings from readymade garments at
Tk. 300.38 crores during 1984-B5 was 287.66 per cent higher than Tk, 7748
crores during 1983-84.

246 Export value of newsprint stood substantially higher at Tk, 22.30 crores
during 1284-85 as compared to Tk, 16.04 grores dunng the preceding vear.

247 The value of exports of handicrafls during 1884-85 amounted to Tk, 4.93
crores as compared fo Tk 583 crores: during 1983-84,

Fource. Expart Promotion Bureau
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EXCHANGE RATE POLICY AMD DEVELOPMENTS
IN EXCHANGE CONTROL

Exchange Rate Policy

248. During 1984-85 the world exchange marke! was characterised by the
predominance of LS. dolfar vis-a-vis other Euvropean currencies. With a view 1o
maintaining a fair degree of stabiiity in the exchange rate of Taka in relation to U5,
dolkar and olher important transaction currencies, the buying and selling rates of
Taka in refation 1o LG, dollar, the intervention currency, were readjusied on ning
occasions during the year as indicated bolow

Bangladesh Bank's
rafe per LLS. Dollar

Date of Relixation Buying Salling

21.8.84 Tk.:25.32 Tk, 25.38

22984 Tk 2547 Tk. 2553
23.10.84 Th. 25,72 Tk, 25.78
3.11.84 Tk 25897 Tk, 26.03

12.2.85 Thk. 26.22 Tk, 26.28

25.2.85 Tk 26.47 Th: 26.53

28.4 85 Tk. 26.97 Tk. 27.03

4.6.85 Tk &7 .47 Th, 27.53

29.6.85 Tk 2787 Tk. 28.03

Developments in Exchange Control

2489, Authorised Dealers who maintain Foreign Currency Accounts undear
Wage Earmers’ Scheme were allowed fo underake purchase of Wage Eamers’
funds from the Wage Eamers, their beneficianes and the nominees of the Foreign
Currancy Accounis and to sell such funds to importers in accordance with the
provision of the Import Policy Order, 1984-85 and also for octher authorised
PUTDOSES,

250. Under the new amangement, the buying and selling rates of Wage
Earners’ funds were delermined by a Wage Earners” Hale Committes constifuted
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with reprasantatives from five banks, with one represenfalive from Bangladesh
Bank associated as observar, Authorizad Dealers were allowed 10 el thair unsald
funds io Bangladesh Bank at the rates al which they purchased the funds or to haold
the same in their own account oulside their exchange position. Similarly,
Authonsed Dealers were aliowed o purchase funds from Bangladesh Bank 1o
meal the genulne requirements of their customers at the selling rates fixed by the
Rate Gommittes,

251. The auction system for disposal of Wage Earners” funds remained in
operation during the year. Authorised Dealers were 10 place around 25 per cent of
the fund available with them on a particular date in 1he auction, Sonall Bank was
advisad lo ensure placement of US § 200,000 representing Authorised Dealers
iunds; in case of shorfall, Sonall Bank was 1o purchasze the shortfall amaunt from
Bangladesh Bank.

252 In addition o the Wage Earners’ funds, Authorized Dealers were also
permitted to buy Import Entitliement Certificates {IECs) at a pramium reprasenting
the difference between their normal spot (T T} buying rale and the buying rate
apphicable o Wage Earners’ funds. They were advised 1o sell [ECs to their
customears al  a premium representing the defference between Ineir  normal BC
iselling) rates and the selling rates fixed by the Rate Committee for Wage Earmers’
funds. Surpluz IECs, if any, could be sold o Bangladesh Bank at the cost price,
i.8., pnoe paid to the exporters.

253, All gligible payments except those under WES between Bangladesh and
other member countries of the ACL were so far being compuisorily settied through
the clearing system of tha Union. It was decided on Oclober 15, 1584 that all
gligible fransactions under the WES between Bangladesh and other members of
the Unicn shall also be compulsarily settled through the ACU mechanism.

254. Complete ban was imposed on imports of frawlers under any schame of
linanca. Howewver, importers who glready imported Irawbers under tha
Pay-As-You-Eam [PAYE) Scheme would be parmittad to mesl thair debi liabilities
in foreign exchange lowards cost of frawlers, interest, lechnical know-how fes and
ofher paymants in foreign exchangea related fo their projects only out of their own
export earnings but not exceeding 20 per cent of the value of exports as realised
and reported to Bangladesh Bank. They would not be aliowed to make any
remittance in foreign exchange for the above purposes against XPL or under WES

2585, Im view of increase in the raie of fees for membership’ application/

registration’ admission’ examination  (TOEFL, SAT, eic.) charged by foreign
iechnical/educational insttutions, the maximum amount of foreign exchange
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aliowed to he released by Authorsed Dealers under WES fo an individual in a
calendar year was enhanced from LS. 5 50 0 LS. § 100 or its eguivalent in ather
currency with eftect from January 10, 1885,

Encashment of 256, It was decded ihat the loregn ravellers on lemporary wisil o
Forelgn Excha- Bangladesh (i.e. all foreign nationals wvisiting Bangladesh except those on
nge by Forelgn employment in Bangladesh with any organisation irrespectiva af 15 status) would
Traveliers gat the banafit of the Wage Earners” Rale for encashment of foreign exchange
Visiting brought in by them. The benalit of encashment will also apply o settement of bills
Bangladesh threugh cheques and credit cards acceptable to hotels in Bangladesh

Exchange Rate 257. Some of the provisions ol the Exchange Rate Fluctuaton Burden
Fluctuatlton Absorplion Scheme (EFAS) introduced by the Governmaent in 1983 wara amendod
Burden on February 2, 1385, Alter these amendments, promolers of all new projecis are
Absorption compulsarily required to cover thair exchange risks under the EFAS belore the first

Schama lettar of credit is opaned.
(EFAS)

import of Sugar 258, 1 was decided by the Govemment to allow import of sugar under WES In
Under Wage the private sector. The las! dale for opening of L'C and effecting shipmenl was

Earners’ extended upte October 31, 1984 and November 30, 1984 respectively, Import of
Scheme sugar was also allowed under XPL in addition to Wage Earners Schame.
Period of 255 Effective from March 25, 1985, the panod dunng which wage eamers

Maintaining  could maintain their foreign currency accounts with banks after their refum to the
FC Accounts country was extended from six months 1o one year

under WES
260, The Government as usual made amangemeants for sending 10,000
parsons from Bangladesh to perfarm holy Hay) in 1985 by air only; all tha pilgrims o
e carried by Bangladesh Biman, Foreign exchange quata for the pilgrms by air
was fixed at Saudi Riyals 3,100 (equivalant to ULS. % B59) including Mualfim faes,
Hajj-1985 gte. In addition, each pilgrim was allowed (o purchase uplo LS, 5400 under Wage

Eamers’ Scheme on cash payment, Non-ballottee pilgrims holding return air
fickals ware allowed 1o purchasze uplo U.S. 5 B53 per head rom F.C. Account
under Wage Earners” Scheme, Non-ballottes pilgrims wishing 1o purchase forgign
exchange undar Wage Earners’ Schemea were required 1o fake, at least. one draft
amounting to Saudi Rivals B859.00 in favour of "United Agent's Office. Jeddah™
towards Mualiim fees and Haji camp dues. The balance amourt was issued in
Riyals or in any other converlible currency.
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ASIAN CLEARING UNION

261. Transactions under the Astan Cleanng Umon (ACU) showed a8 mixed
frend during 1984-85, Following Bangladash's decision for compulsory seitiement
of all eligible transactions under the Wage Eamars’ Scheme with other membars
thraugh the ACL with effect from October 15, 1984, payments from Bangladesh
recorded & substantial increase of 110.88 per cent while recaipts fell by 23.81 per
cant over the year. Recelpts and payments on Bangladesn's accoumn under the
ACLl arrangement during 1984-85 wotalted AMLU (Asian Monetary Unis) 125,58
million (Tk.323.58 crores) and AMU 62.60 milion {Tk.163.12 crores) as against
AMLU 165.08 million (Tk.432 74 crores) and AMU 2967 million (Tk.77.88 crores)
respectively during 1983-84.

262, Bix setttements under the ACU arrangement took place during 1984-85

in which Bangladesh came oul as net creditor in the first five consecutive
satlements bul ended as & debior in the closing setlement in June, 1985,
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CURRENCY AND COINAGE

263, Mo new design Notes or Coins were issued during the pericd from July 1
1984 10 June 30, 1985

264. A new print of the axisting One Taka Note incorporating the signature of
Bank Notes the Finance Secrelary, Mr. M. Mustalizur Hahman having the same dasign and
features as those of the existing Note was put info circulation with effect from

January 15,1985,

265, Subsidiary Coins in circulation as on June 30, 1985 amounted to

Tw.36.27 croras as against TK.30.73 crares as on June 30, 1884, Thie was in

2ans addition to Taka One Moies and Taka One Coins worth Tk42.99 cromes in
circulation -as on June 30, 1985 as against Tk.32.18 crores a3 on June 30,1584,
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ADMINISTRATION

Ae-constitution 200 The Board ol Directors of the Bank was reconsfituted with 3
of the Bank's Mewly-nominated Directors during 1984-85. The new Directors are Messers M
Board of Munir-Uz-Zaman, Major General Mohammad Abdul Latif, psc. and 5.4, Mahmud
Directors in addition, Mr. Kazi Badrul Alam;, Deputy Governor ook over as a Director of the
Board in place of Deputy Governior Mr. Khalid Knan who proceeded on LP.R.

Board/
Executive/ 267. During the year 1984-85 9 meetings of the Board of Directors; 4
Co-grdination mesiings of the Executive Committes and 18 meatings of the Co-ordination
Commities  Committee wera hald.
Meetings

268, The following appoiniments in different grades of employment were
Appointments . 4o by the Bank during 1984-85 :

i) Assistant Directors and above 41

by Officers b

iif) Clark-cum-Typists and Oiher Staff 282

Total : 364

Wellare 269 An amount of Tk 10.05,000.00 was sanctioned for various welfara and

Activities recreational activities at different offices of the Bank during 1984-85.

270, An amaunt of TK. 1,80,000.00 was sanctioned for awarding stipend to the
children of ‘D' category employees of the Bank during 1984-85.

271. A preparatory school at Bangladesh Bank Staff Quarers, Fardabad,
Dhaka has started funclioning from the beginning of the academic session 1985,
For this purpose a sum of Tk 100,000,000 was sanctioned by the Executive
Commities for January-Juns, 1985,

£72. The Board of Directors of the Bank in its meeting held on April 22, 1985
Extension of was pleased to extend the stipend facilities o the children ol 'C° category

Slipend amployees af the Bank on the same rates, terms and conditions as applicable to

Facility the ‘D' category staff with effect from April 1, 1985 subject to the maximum of two
children.

o 273. Arrangements were made for participation of 11 Officers of the Bank In

Trﬂ{n?ng different Training Courses/Serminars abroad under ditferent Technical Assistance

Programme/Fellowship/Sponsorships.
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Domestic 274, A iotal of 194 officials of the Bank participated in different domestic

Training training programmes organised by different training instifutions of the country.
Bank's 275. With a view to raising the professional skill and efficiency of the Bank's
Training Officers and Stafl, the Bangladesh Bank Training Academy stepped up various
Academy types of training arrangements during 1984-85 ;

Iy Asmany as 83 Aszsiztant Directorsfzsistant Managers and 82 Officers

i)

I}

vi)

were trained by organising 5 in-service coursas for them, Six coursas
wera also organised for in-service training of Officers/Staff of Cash
Departmant of the Bank wherein 3 Assistant Managers, 46 Officers and
30 Assistant Treasurers paricipated. The trainee officials were also
given exposure to the Bank’s Computer System.

A three-month long foundation course was omganised for 29
direct-recruil Assistan! Directors’ Assistant Managers and 20 direct
recruit Officers of the Bank which included a field trip to the Bangladesh
Acadarmy for Rural Development (BARD) at Comilla, On completion of
their theoretical training, those who were posted In the oulsiation
offices were released from the Academy for a three-month practical
training in their respactive Offices while those who were posted in the
Head Office of the Bank were placed under a three-month practical
training in different DepartmentsSections of the Head Office and
Matijhesl Office.

In order to impart specialised training on "Technique of Inspaction” to
Officers of the Agricultural Credit Department of the Bank, thres
courses of 2-weeks duration were conducted by the Academy in which
4 Deputy Directors /Deputy Managers and 48 Assistant Directors/
Azststant Managers from different Offices of the Bank paricipated.

in order to make the inspeciing machinary of the Bank more effeciive,
two courses of 2-weeks duration on the “Technigues of Bank
Inspection” were conducted by tha Academy. One Joint Manager, 2
Depuly Managers and 35 Assistant Directors! Assistant Managers from
different offices of the Bank participated.

A 3-day shorl course was arranged ai syfhel on "Central Banking™ and
*Concept and Practicas of Islamic Banking''. A total of 60 Officers from
Bangladesh Bank and commercial banks paricipated in the course.

Under the Executive Development Programmae, the Academy aranged
2 Orertation Courges, namely, "Effectivenass of Monetary Policy and
Credit Management” and “Rural Financial Markets and Deposit
Mobilization”. About 80 Executives of Bangladesh Bank and other
financial insfitutions participated in the courses for two days.
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276. The construction work of G-storied office buliding at 5.B.1. premises,
Chitlagong, 3-storied office building at Bangladesh Bank premises, Rajshahi and
B-storied annexe bulkding at Bangladash Bank premises Khulna was in progress.

277, The construction work of stalf quarters al Faridabad, Dhaka and
Baniakhamar, Khulna was completed while that of pilling work for construction of
additional units of staff quarers at Faridabad, Dhaka was in progress.

278. Other developmental work completed during the year included:
constructon of Bank Club at R. K. Mizsion Road, Dhaka; construction of polica
barrack, under-ground waler tank, pump house and incinerator al Sadarghat
Offica, Dhaka; construction of incinerator al Bank premises, Khuina; construction
of pump house and |nstallation of external water distriibution system and gas
connections at Fardabad stafl quarters, Dhaka; construction of twin incinerator
and eleciric sub-station building at Bank premizes; Sylhet; construction/repalrng
of boundary walls al Governor's Bangiow, Gulshan, staff quarters premises at
Faridabad and Bank pramises al Sadarghat, Rajshahi and Chittagong. Besides
these, the side development work for construction of siaff quarers at Malatinagar,
Bogra was in prograss.
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2rd, The Balance Shesal of the Issue Department of the Bank as on June 30,
1985 appears al pages 158 — 158 of the Report.

280, Total notes issued as on June 30, 1885 amounted 1o Tk. 1919.76 crores
as against Tk. 1722.55 crores as on June 30, 1984, Asssts against the notes
issued included Gold worth Tk. 40.02 croves, Approved Foreign Exchanpe
amounting to Tk, 200.00 crorés, Taka Coins warth Tk, 1.11 crores, Governmant of
Bangladesh Securities worth Tk. 484.359 crores and Internal Bills of exchange and
other Commercial Papers worlh TK. 1184 24 crores, The cormesponding figures of
assets against note issue as on June 30, 1984 were Gold warth Th. 40.68 crores,
Approved Foreign Exchange of Tk, 150.00 crores, Taka Coin ‘nil’, Government o
Bangladesh Securities worlh Tk. 657,63 crores and Intemal Bills of Exchange and
other Commercial Papers worth Tk, 874.24 crores.

281, The Balance Sheet of the Banking Depariment as on June 30, 1985
appears at peges160—161. On the liabilities side, balances in the Statutory
Funds® Increased from Tk 189.00 croresto Tk, 227 .00 crores due 10 appropriation of
TK. 38.00 crores from the 'Profit and Loss Account”. Government Deposits incre -
azed o Tk, 1.23 crofes as on June 30, 1985 from Tk 1.01 crores as on June 30.
1984. Banks' Deposits increased to Tk, 586.13 crores &5 on June 30, 1985
from Th. 41538 crores  as on June 30, 1884, “"Chher Deposils™ increased to
Tk, 1,989.61 crores as on Jung 30, 1985 from Tk, 1, 744.79 crores as on he
same day last year, “Other Liabilities™ also Increased to Tk, 60548 croras as
on June 30, 1985 from Tk. 438.50 crores as on June 30, 1984, The allocation of
SDR remained unchanged al Tk. 91.74 crores.

282, On the Assets side of the Banking Department, "Bills Purchased and
Discounted-lntemal” increased 1o Tk. 168.00 croras a5 on June 30, 1985 from
Tk 70.00 crores as on June 30, 1884. The balance of re-discounted “Govern -
ment  Treasury Bills” declined to Tk. 83.77 crores  as on June 30, 1985 from
Tk. 119.48 crores as on June 30,1984, The amount under “Balances Held

Outside Bangladesh” also declined to Tk, 804,20 crores as on June 30, 1085
from Tk, 1,110.60 crores as on June 30, 1984, Loans and Advances to Govermn

ment (Ways and Means Advances) remained wunchanged at Tk 20.00 crores.
MherLoans and Advances (Loans and Advances o Banks and other Financial Ins-
tilutions) went up 10 Tk, 1,326.48 crores as on June 30,1985 as-against Tk.940 71
croves as on June 30, 1984, The balances under ‘Investmant’  increased o
Tk 550,87 crores as onJuna 30,1985 from Tk 169.48 crores as onJune 30,1984,

* Emcluding Gredil Quaranbes Fund,
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283. The Profit and Loss Account of the Bank for the year ended on June 34,
1985 appears at pagel62

2B4. The Profit and Loss position of the Bank for the year 1984-85 is
summarized as under;

Gross Earning of the Bank Tk. 494,06,43,95£.01
Total Expendituras Tk. 156.87,92,153.30

Met Profit: Tk. 337,18,51,800.71

285, Out of the above profit of Tk, 337.18.51,B00.71, a sum of Tk, 40.00
crores has been appropriated towards different Statutory Funds and the  balance

of Tk. 287,18.51,800.71 has been paid fo the Government Exchequer as surplus
profit az defalled below:

Rural Credit Fund Tk,  15,00,00,000.00
Industrial Cradit Fund Tk. 4,00,00,000.00
Export Credit Fund Tk. 4,00.00,000.00
Agricultural Cradit

Stablisation Fund Tk, 15,00,00,000.00
Credit Guarantes Fund Tk 2.0, 00,000.00
Surplus Profit Paid to

the Govarmment Tk, 297,18,51,800.71

Total: Tk. 337,18,51,800.71

286, For financing ihe Special Housing Scheme for low and middle income
paople al a concessional rate of interest, Bangladesh Bank continuad lo allow
interest subsidy o Bangladesh House Building Finance Corporation. With a view
to boasting up expor of non-lraditional items, Bangladesh Bank also allowed
interest subsidy on export credit to the financing banks. A sum of Tk. 4.58 crores

was paid 8s interest subsidy during 1884-85 as agaisnt Tk, 2.50 lakhs paid last
VB,

287, In terms of Article 65(1) of the Bangladesh Bank Order 1972, lha
Government was pleased to appoint MS. SF, Ahmed and Co. and
WS, Hoda Vasi Chiowdhuri and Co., Chanered Acoountants to Audil Ihe Accounts
of the Bank for the year 1984-85.

2B8 . The Bank wishes 1o place on record its appreciation for the loyal and
devoled services rendered by the officers and staff of the Bank during the year,
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BANGLADESH
BALANCE
ISSUE

AS ON JUNE 30, 1984
TAKA TAKA

62,11,205

1721.83.23.410

17225534615

TAKA 17225534615

* Tha statement with regani io *Notes in Giradason’ I5 made without prejudicos o e daim ol the Govemnmen of #e Peopie’s
Aepubiic ol BangtsdeshBangiadash mmmmmnmummu Pakitan  in
respect ol Pakistani Cumency Moles demongised and withdmwn from circulation,
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BANK
SHEET

DEPARTMENT

AS ON JUNE 30, 1984
TAKA TAKA

40,68,35,000
Nil

il

150,00,00,000  180,68,35,000

il

657.63,06,455

8742393160 1531 8690615

TAKA 1722,65,34,615

** Inchude Special Adnoc Treasury Bels sued lor providing Bssets: agaenis issun of Bangladesh Batas in
raplacament of Pakistan Moies.
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BAMNKING

AS ON JUNE 30, 1984
TAKA TAKA

3,00,00,000
3,00,00,000
70,00,00,000
24,00,00,000
25,00,00,000

70.00,00,000

1,01,46,632
415,38,20,393
1744,79,12,402 2161,18,80.427

91,74,31,208
- 7.87.559
430,50,47 458

TAKA 2887.51,56,648
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DEPARTMENT

|| = Include Cash and Short-Term Securifies.

161

AS ON JUNE 20, 1384

TAKA TAKA
62,11,205
2,184
472
70,000,332 481
Nil

110,48.44.909 189,48,78,370

1110,60,39.075

Mil

20,00,00.000

il
840.71,29,947
169.47,74,795
456,61,20,600

TAKA 2887,51,56,648




PROFIT AND LOSS ACCOUNT

AS OM JUNE 30,1984
TaxA

321, THAR0T0

12,18,58,826
12,867
52475
B8,16,043
1,120
20,206,878
1280852
52.18,060

7.71,11,270

213,832,983
1,35.51,960
1053647074

258,892
24.83.24,291
1,82 48,007

5,04, 50,083
158,66.91,307

321,

Il
15.00,00,000

4.00,00,000

4,040, 00,1100
15,00, 00,000

2,00, 00,000
118,66,91 307
Hil

JE8.56.81,007
3,00,00,000




REPORT OF THE AUDITORS

To
The Government of the People’s

Republic of Bangladesh

We the undersigned Auditors of the Bangladesh Bank, do heraby report to the
Govermmen! upon the Balance Sheetl as al June 30, 1285 and the Profit and Loss
Account of the Bank for the yvear ended on thal date.

We have examined the foregoing Balance Sheal as al June 30, 1985 and the
Accounts with the relevant books and records of the Head Office and seven
Miices ol the Bangladesh Bank and roport thal where we have called for
explanation and informalion, such explanations and information  have Deen given
galislactorily. In our opinion, the Balance Shaal s a full and lair Balance Sheet
containing all necessary pariculars and is properly drawn up 20 as o exhibit a trus
and correct view of the state of the Bank's affairs according {o the best of our
infarmation and explanations given to us and as shown by the books of the Bank,

5.F. Ahmed & Co,,
Charterad Accauntants

Dhaka, Hoda Vasi Chowdhury & Co.,
The August 4.1985 Chartered Accountants
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BANGLADESH—SOME BASIC NATIONAL

|. AREA AND POPULATION

Area

1983-84
Papulation 85,7 million

Density of Population :
a) Per Km® of Total Land Area 6562
b} Per Km® of Cultivable Land 1,080

STATISTICS

143,998 Km®
1984-857
87.7 miltion

669
1,071

F= Provigional, Spurce © Bengladesh Buresu of Stalishcs,
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Il. NATIONAL INCOME, INVESTMENT AND SAVINGS

(Taka in crones)
[tems/Sectors 1983-84 %, 1984-85 o
{Ravised)
1. GDP (At Constant 1573-80
Factor Cost) 19.692.3 — 20,743.0 _
2, GDP (Al Current Market
Prices) 31,4390 — 36.287.0 ==
4. Per Capita GDP {In Taka
at Current Prices) 3.250.0 — 3.658.0 —
4, Gross Invastment
(Current Prices) 5.084.0 a18. 17 5.880.0 1623
5. Gross Domestic Savings
(Current Prices) 1,150.0 v 3.66 1.506.0 #4.15
6. Gross Mafional Savings
(Curranl Pricas) 2.188.0 = B.O6 2.900.0 & B.01
7. Sectoral Break-up of GDP
(AL Constani 1979-80
Factor Cost) .
a) Agrcultune 10.299.2 52 10,5846 51
b) Industry 1.706.3 9 1,793.3 L)
¢} Power & Gas G2.3 — 733 -
d) Consiruction 9420 5 960.8 b
e) Transport 1,266.1 & 1337.0 T
fi Trade 14225 7 15022 T
gl Housing 1,277.8 B8 1,3009.8 G
h) Others 3,016.1 15 3,182.0 15
100 100

Hource : Planmng  Comimission

¥ hx parcentage of G0F al currént marked phces.
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I, GOVERNMENT FINANCE AND ANNUAL

DEVELOPMENT PROGRAMME

(Taka in crores)

Sl Heads 1983-84 T 15964-B5 o
Mo | Revized)
1. Revenue Receipts : 3.033.00 100 3,477.00 100
al Tax 2.440.10 a0 2.847.00 82
b} Mon-Tax 582.90 20 630,00 18
2. Revenua Expendilure 2.503.00 83 2.830.00 B4
3. Revenue Surplus 530,00 17 24700 16
4. Capital Receipts : 4,329.34 100 3,761,786 1040
a) Capital Expenditure 954,92 a2 T02.34 19
b) Capital Surplus 3,374 42 78 3.059.42 81
5. Size of ADP : 3,432.58 100 3,508.42 100
a) Domestic 72716 21 Ba0 42 25
b} Foreign 2,705,42 74 2 618,00 75

Sporee - Budge! Surmmary Siataments: Minisiry of Firance
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IV. MONEY, CREDIT AND PRICES

(Taksa in crores)

=18
MNo. Heads 1983-84 1984-85
1. Broad Money (M g} 838590 1053420
2, Domestic Credit : 10,065.84 12,653.24
il Public Sector {including Govt.) 4 595900 B,570.20
if) Private Sector 4.914.50 6,890.70
i) Miscellansous Credit” 18234 182,34
3. Broad Monay as % of GDP
(Current Market Prices) 26.67 29.02
4, General Price Index (1973-74-100)
for Dhaka Middie Class
i) Point to Point 38226 411.56
i) Yearty Avérage 35747 396.58
6. Annual Percentage Changes in:
i) General Price Index for Dhaka
Middie Class
a) Poinl to Point (#1233 [«)7.66
b) Yearly Average (+] 9.67 (+)10.94
i) Cradit to Public Sector
{excluding Gawt.) =) 3.63 [+}26.54
i) Credit to Private Sector {+)58.66 (+}a0.21

Spurces

i| Bangladesh Bars
iy Bangladesh Bursay of Singslicn

* Mscellanaous Credi-Invesimeant In 2-yesr Special Treasury Bands
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V. BALANCE OF PAYMENTS

1983-84 1084-A5F
Transactions in crore | In mil- | In crore| In mil-
Tk. lipn & T lion &
1. Mearchandize Impons {C & F)' -5B869.3 -2353 -GEF3AR ~3647
2. Merchandise Exports (f.ob.) 20515 B22 25214 971
3. Trade Balance =3817.8 =1531 —4352.7 —167H
4. Services : -823 33 —83.2 —36
a) Payments 7784 -312 —B74D -337
b} Receipis 6061 279 TEOE B30
5. Private Transfers® 13762 552 10337 388
6. Balance on Currenl Account -25238 -1012 —=34122 -1314
7. Capital Accounts and
Other Loans/Grants : 31734 1273 32084 1270
a) Food BBO.4 277 6348 244
B Commaodity 1106.3 444 11281 435"
e} Project 1377.7 552 15342 589
8. Debl Repayment
(Medium & Long-term Loans) -199.4 —80 —3200 -123
9. Food Credits (net): -21.5 -9 2365 91
a) Bormowings 128.2 51 4583.3 190
b} Repayments —148.Y -B0 2568 -99
10. Short-tarm borrowings (net) 237 —D 424 =35
11. Other Capital 44 6 18 174 7
12. Alrcraft Loan 135.1 od 126 5
13. Ovorall Balance 5846 234 —2800 -99
14. Change in Reserve (-Increase) —564.5 -226 —248.2 a5
8] Bangladesh Bank —5558.9 —223 a3 118
i) Foreign Exchange -4708 =189 3881 149
i) Liabilities —B51 =234 =74 =N
Of which: Fund Credit AT 0 19 =19Fs =7
b) Commercial banks —B.& =3 -B1.1 =23
i) Assets -d04 =16 =61 -2
i) Liabilities e 13 =550 =21
15. Balancing ltems =21 ~8 11.8 r4

Sounce: Barglasesh Bana,
1 Logal currency cost re-imbrsamand of prosact ad amosnting 03 116m in 18E3-64 and
S1T2M n 188485 &5 sfeD re-imburaament of & 1W00M in 1983-B5 agains| IDAOECF

laans adusted

£ Incluges prvate donation ol § 25m in 1983-B4 and § 33m in 1964-B5,
" oluges IMF subaidy ol & 4m in 18E3-84 and 3 3mon 1984-85,
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Vi, MERCHANDISE EXPORTS

(RECEIPTS)
1983-84 1954-85
Commodities In croredin milon] % | In coore)in mdtion
Tk, 5 Tk, 5 %
1. Raw Juta 27849 111 135 a81.8 147 15.1
2. Jute Goods BEA.3 355 43.2 10898 420 432
3. Tea 181.5 73 B9 1471 5T 58
4. Leather 186.5 i) 21 2183 &4 BT
L. Fish, Shrimps &
Frog-legs 23241 83 113 2584 100 0.2
6. Maptha, Furmace
Ol & Biumen G468 26 3.2 43.8 i7 i.T
¥. Readymade
Garments 841 34 41 2757 106 10.5
B, Dthers 1415 L1 67 1053 40 4.4
Taotal : 2051.5 B2z 100 2521.1 a71 100

Sowra | Bangladaesh Bank.
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Vil. MERCHANDISE IMPORTS

{(PAYMENTS)
. 198384 1884-85
Commaditics In crome I mmllbon fn crome In millign
Taka Us. 5 Taka us. 5
1. Food grains go2.7 398- 12163 468
a) Rica (175.0) (70) (220.7) {B5)
b) Wheat (B17.7) (328)  [(995.6) (383)
2. Edible QI &
il Seeds 239.4 a6 4310 166
3. Pelroleum & Petraleumn
Producis BOT.1 a64 BA7 4 40
4, Cotton 17348 70 142.5 55
5. Textle Yarn 111.2 45 1109 43
6. Ferilizers 197.2 79 2644 102
7. Chemicals 253.1 101 a2 124
B Cemenl B0.G &4 1369 53
9. Capital Goods 1559.9 625 1616.5 B22
. Others 13742 551 17458 G672
Total : 5888.3 2353 2647

GBT3.8

Sourpe © Bangladash Bank,
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Vill. FOREIGH AID, EXTERMAL DEBT AND DEBT SERVICE

{in Million US Dollars)

Sl. Particulars 1583-84 | 1984-B5
Mo,
1. Forelgn Ald :
a) Gross Disbursemeant durimg the year 1,268 1,267
b) Gross Commitment during the year 1,685 1,871
c) Total Commitment since 1872 16,254 18,225
L‘I] Total disbursemant since 1972 11,803 12,870
2. Debt Service 155 181
3. Debt Service—Export Rallo 1B.86 18.64

Sewircn ¢ Planning Commigsion.
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IX. TAKA—DOLLAR EXCHANGE RATES®

MoothYear 198384 1084-85

July US §1.00 -Tk.24.50 US S 1.00 -Tk.25.20
Augusi LS % 1,00 -Th.24.51 US55 1.00-Tk.25.25
September USE 1.00 -Tk.24 .59 US S 1.00 -Th25.40
Qciober US S 1.00 -Tk.24.90 US 5 1.00 -Tk.25.58
Mavamber US S 1.00-Th25.00 US £ 1.00 -Tk.25.99
Dacember LSS 100 -Th. 25.00 US & 1.00 -Tk_26.00
Janusary US51.00 -Tk.25.00 WS 5 1.00 -Th26.00
February LSS 1.00 -Th.25.05 LS5 1.00-Tk 2622
March US S 1.00 -Tk25.20 LS %1.00 - Th.26.50
Apnil US 5 1.00 -Tk.2520 LS % 1.00 -Tk 2653
May LSS 1.00 -Th.25.20 LIS 51,00 -Tk.27.00
June US 5100 Th2520 LIS 5 1.00-Th27.50

« fonghiy Ay araga.

Source | Bangladesh Bank
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X. COMPARATIVE POSITION OF SCHEDLULED BARNK

(Taka in crores)

As- o
Pariculars 3061984 | 10.6.1985
Bank Deposits {excluding inmter-bank tems) : &,829.50 8,811.10
Demand Deaposits 1.893.60  2508.70
Time Deposils 4,835.00 6,202.40
Borrowings from Bangladesh Bank 127500  2,080.BD
Cash in Hand 235.50 275.70
Balances with Bangiadesh Bank 406.00 613.30
Balances with other Banks in Currant
Account in Bangladesh 134.06 199,36
Money at Call and Shord Notice in Bangladesh 133,35 169.20
Scheduled Banks' Investment : 1,504.84 1,684.590
Government Securities G602 .50 868.91
CHhers B02.25 814.09
Bank Credit (excluding inter-bank items) : 6,736.50 8,984.80
Advances in Bangladesh B,436.20 B.570.70
Inland and Foreign Bills Purchased and
Discounted in Bangladesh 00,30 414,10
Credit’'Deposit Ratio (excluding BKB & BSB) 0.77 0.81

Saurce | Bangladesh Bank.
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Xl. LIST OF SCHEDULED BANKS
(&5 on June 30,15985)

A. NATIONALISED BANKS (6)
a) Commercial Banks (4)
1. Sonall Bank
2. Janata Bank
3. Agrani Bank
4. Aupali Bank
b) Specialised Banks (2)
1. Bangladesh Krishi Bank
2. Bangladesh Shilpa Bank

B, PRIVATE COMMERCIAL BANKS (B
1, Pubali Bank Lid.
Uttara Bank Lid.
Arab Bangladesh Bank Lid
Internationa! Finance. Investment & Commerce Bank Lid
lslami Bank Bangladesh Lid.
Mational Bank Lld.
The City Bank Lid.
Lnited Commercial Bank Lid.

L= R L T

C. FOREIGN COMMERCIAL BANKS {7}
1. American Express Bank Lid,
Bank of Credit and Commerce Intarnational (Overseas) Lid.
Banque Indosusz
Tha Chartered Bank
. Grindlays Bank Plc
. Habib Bank Lid.
. State Bank of India

-~ B W
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Xil. OFFICES OF THE BANGLADESH BANK
{As on June 30.1985)

Head Office
DHAKA
Offices at

MOTIJHEEL (DHAKA)

SADARGHAT (DHAKA)

CHITTAGONG

KHULNA

BOGRA

RAJSHARI

SYLHET
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