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LETTER OF TRANSMITTAL
BANGLADESH BANK

DHAKA
April 12, 1987.

The Secretary,

Ministry of Finance,

Finance Division,
Government of the People's
Republic of Bangladesh,
DHAKA,

Dear Sir,

In terms of the provision confained in Clause (2] of Aricle 40 of the
Bangiadesh Bank Ordar. 1972, | have the honour 1o submit to the Governmant of
the People’s Republic of Bangladesh the enclosed Annual Report and the audiled
accounts of the Bank for the year ended June 30, 1986

Yours faithiully,
M. NURUL ISLAM
Govearnar
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Waorld
Economic
Trands

WORLD ECONOMIC SETTING
AND
TRENDS IN BANGLADESH ECONOMY

The pace of expansion in the world economy which had gathersed
momentum in 1984 slowed down during 1985-86. Despite inflation rate
receding further and fall in imterest rales and anergy poces, the world
economy registered only & moderate increase in output. The slowing
down of industrial countries' economy and the set-back suffered by develop-
ing countries in their efforts 1o achieve growth with adjustment resul-
ted in reduced world trade, a further weakening of commodity prces.
and intensification of protectionist pressures. Falling export earmings: in
developing countries worsened the outlook for the restoration of generali-
zed credit worhiness and resumption of a satisfactory growth performancea.
The substantial decline in oll prices dunng the penod affected the
oll ‘exporting - countries” growth rates adversely which, in turn, reduced

thair capacity for financial assistance to the developing countries

2. Increasing recourse o Wade resrictions and associatod price
support policies by the industrial countries depressed global  demand
and galso led to a slump In commodity prices in the inter
national market. The adverse impact of the sharp decling In world
rade fell more heavily on the developing countries. Lower BEpOrt
possibilites for these countnes not only affected the owiput of sectors
producing  internationally- traded goods and of industrees ancillary therein
but also worked as @ constrainl on imports and consequent cut-backs in
domestic activities dependent on impored inputs in many countries. As a
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result, the growth rate for the developing countriez also decelerated. The
word economy s in a8 Fansition phase, as it adapts: to & number of
major changes, including a larga shilt in the pattern of exchange rates,
sharp reduction in inferest rates and energy prices and the planned streng-

thening of the W5 fiscal position

3. The Bangladesh economy. despite rather discouraging world eacono-
mic environment and also set-back suffered domestically, performed well
during 1985-86, the first year of the 3rd Five-Year Plan, The Gross Do-
mestic. Product (GDP) as  estimaied by the Planmng  Comanssion
has grown by about 4 percent during the year due mainly 1o the satisfack-
ory growth [(4.08 per cent) recorded by the agriculture sector. The ower-
all improvemeant in the performance of agrculture sector during 1985-86
took place due mainly 10 producnon of jute which increased by as much
as 54.0 per cent Increased production of some other crops also contnbu-
ted 1o the improved pedormance of the agriculture sector. The growih
of 1.2 per cent in the industrial sector dunng 1385-86 was notably fess
than expected owing mainly fo imeruption 0 power supply and lalsous
unrest, as output of jute goods and cotton textles dechned in
particutar,

4. The overall liguidity and domestic credit during the year wera
contained at around the programmed levels. Broad money (M:) registered
a growth of 171 per cent which was significantly lower than the rate of
25,62 per cent during 1984-85, Total domestic credit expanded at a slower
rate of 1664 per cent during the year as aganst the far larger
growth of 26.21 per cent during 1984-85 while net credit 1o the Govern-
ment declined by 5.8 per cent. The overall balance of payments regis-
tered a surplus of $ 46 million during 1985-B6 in the face of a decline
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in export earnings by % 62 million, due mainly to reduced import pay-
ments by $ 283 millionand increased workers’ remittances by $ 114 million
{to § 565 million) as compared tothe previous year. The foreign exchange
reserves increased by § 81 million over the year 10 $ 476 million,
gquivalent o 2.4 months” imports, at the end of Juna, 1986 However,
drawings of SDOR B4 million during 1985-86 under a Standby Arrange -
ment with the IMF (for SDR 180 millian} increased the reserves. Reflect-
ing & moderale increase in import prices and the. slower pace of domes-
¢ demand, the rate of inflaton for the year decelerated to 9.9 per cent,
well below the anticipated level of 12 per cent In the face of continued
depreéciation of US dollar, our intervention currency, in the world exchange
market, the taka—dollar exchange rate was adjusted downwards through 8
garies of adjustments dunng the fust hall of the vear with a8 wview g restoring
compétitiveness in the external market. Later, some appreciation in the exchange
rate was made in the sscond half. As & mesull of these adjustments, the
taka-dollar exchange rate depreciated by 821 per cent from Tk, 2B.00 per US
dollar -at the end of June, 1885 1o Tk 3030 per US dobar at the end of
Jume, 1986, In the secondary markel also, the taka-dollar rate depreciated by
6.01 per cent from Tk. 31.28 per US dollar at the end of June. 1985 1o
Tk. 3316 per US dollar @t the end of June, 1986

E. Tha country's Third Five-Year Plan (TFYP) was launched during
the year from July 1, 1985 with the- broad objectives of reducing pover-
tv. bringing down the population growth to 1.8 per cent, increasing &x-
ports and domestic savings by B2 per cent and 10.0 per cent respectivi-
ly. attaining self-sufficiency in food production and realising an annual
GDP growth of 54 per cent. The Plan (1985-80) envisages a total out-
lay of Tk, 38600 crores of which public sector will account for
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Tk, 25000 crores while the remaining Tk 13,600 crores iz eamarked fior
the private sactor. Of the total plan outlay, 2 sum of Tk, 17572 crores
or 45.52 per cent would be financed from domestic resources while the
remaiming  amount of Tk, 21028 crores or 5443 per cent would come

from external sources

6. Teking stock of the developments in intermational economic anvi-
ranment and realising the vulnerability of Bangladesh Eﬂﬂﬂﬂm;l" to the
vagaries of nature, the Government adopted various adjustment and supporn
measures during 1985-B6 towards realization of objectives of the Third
Plan. The fiscal measures initiated in the budget for 1985-86 aimed at
increasing mobilisation of domestic resources and reducing dependence
on external assistance. Thorough realignment and rationalization wers
made in the tax/ duty structure so 8s 10 ancourage antréepréneunal InnovE -
fions, expand employment opportunities and increase production,  and
help maintain relative price stability in the economy, With a view 10 en-
couraging investment and production, a number of incentives weng provi-
ded by way of tax relief/rebate in the cases of income and capital gains
tax to companies. In order 10 increase investment in shares of companies
and mobilisation of savings by banks, the . general exemption hmit of incomea
from dividend of shares and interest earning from bank deposits was
enhanced from Tk. 5,000 to 15000 The period of tax holiday was exien—
ded for a further period of 5 years from July, 1985 In order to encour-
age formation of new companies in the industrial field, the entire capital
gains ansing out of transfer of land and buildings 1© a newly set-up
industrial company has been exempted from tax provided the same is invested in
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that company’s equity. The capital gain accruing in the process of ftrans—
formation  of firms into new companies has also been made fully tan-
axempl subject to investmenmt of the same income in the new
company. In order w0 provide inducement to investors for investing in
new shares of comparees, caprtal gains received from ansfer of land
and buildings by an individual has been exempted from income tax
provided such income is invested in the purchase of new shares of com-
panies enlisted ‘with the Stock Exchange. With a view 1o easing tansport
problams in the country, investment in the transpor Seclor Was encours-
ged through providing 25 per cent rebate on income tax to owness of
passenger buses and motor launches For encouraging construction of res-
dential buildings, the time penod for full or partial tax exemption dopen-
ding on sz of the buildings was extended wpto July, 1990

7. With a view 1o encouraging economic activities and creating em—
ployment opporunities in the new centres of development at Zilla and
Upazilla levels, amangements -were made for a8 block allocation of
Tk.425.00 crores, in addition 10 Tk. 12.00 crores and Tk. 47.00 crores
allocated for development of Municipal areas and Chittagong Hill Tracts
area respectively in the Annual Development Programme for 1985-88.
Policy measures wereé also adopted for reducing dependence on imported
petroleum by increasing production and distribution of power and gas.
Priority was arnached to continued expansion of rural electrification, rural
health care and Family Planning Programme. In order o raise more reso-
urces a number of new tax measures were intraduced in the budget for
1985-86 which was estimated to provide additional revenue to the extent
of Tk. 196.56 crores. Other non-tax revenue measures taken by the Gow—
etnment to mobilise resources included incfease in passport fees, airpon
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feus, ra.'rlwa\r fares, etc. In addition, the Government sought to achieve
gaving in resources by reducing expenditure on food subsidy through rai-
sing issue price of ration rice from Tk, 71800 per guintal to Tk.737.80
per guintsl on December 1, 1985 and further to Tk.775.00 per quintal
on June 156, 1986, Simultaneously, the issue prce of wheat was also
enhanced from Tk, 463.48 to Tk 48650 and further to Tk, 515.00 per

quirial

B. In addition to wvarious megsures taken from time to time under
the Mew Industnal Policy of 1982, substantial policy modifications wene
carmed out for hlinqjﬂg about owverall and structural improvements in the
industrial sector within the policy packages adopted in the Third Five -
Year Plan. Important policy packages envisaged in the Third Plan were:

a) to evolve an indusirial Structureé suitable for development of do—
mestic resources, themeby increasing the supply of basic and con-
sumer goeds,

b) 1o create new productive employment opporiunities by encourag-—
ing establishment of emall-scale and cottage ndustries through
out the country and providing improved training facilities 1o workers;

¢} to increase production of export-oriented and import-substiution
cammodities; and

d} to carryout improvement of indigenous technology through rese-
arch and adaptations.

9. The endeavour 1o expand the country's industrial sector was sup-
pored by a bberal policy for import of industrial machinery and spares
& well ‘ss by ensuring adegquate provisions for bank finance. The imp-u:r:‘l
policy for 1985-B6 provided for a sum of Tk, 321763 crores or G264



per cent ol total import allocation for import of industial machinery and
raw malerials during the year. The rate of interest on loans and advances
to industrial projects for a period of 5 vears and above and working
capifal loans was reduced from 145 per cent to 14 per cent per annum
on March 1, 19B6. The rate of interest on working capital loans 1o juts
and jute spinning mills which was fixed at 14 per cent per annum on
March 16, 1986 was further reduced to 12 per cent per annum on June
1. 1985. The rate of interest on post import advances against industral
imports under barter was reduced by 1 per cent to 115 per cent per
annum on July 1, 1985 and turther to 11 per cenl per annum on

March 1,1886 as against 15 parcent per annum for commercial importers.

12 To make available adequate funds Tor fimancing agncultural ope—
rations @ separate programme for agricultural credit was continued durnng
1985-86, The Annual Crop Credit System introduced last year for ensur-
ing orderdy flow of credit 1o farmers was also continued during the yeac
However, slow rate of recovery of credit in the agricultural sector has
become & serious problem for the banks 10 continue financing of agricul-
tural operations ai the required scals. Because of large-scale default tha
banks could not sanchon fresh agncoultural loans to. those who have not
fully repaid their past outstanding. As a resull, despite a larger target of
TE 127500 crores: the amount disbursed during 1985-86 stood significant-
Iy lower al Tk 56462 crores as compared to Tk 114984 crores during
1984-B5: The amount of recovery at Tk 61038 crores during the year
was only 285 per cent of the amount due for mcn;.lar'.f. Howevear, alfons
o improve the rate of mrecovery was strengthened dunng the vear, The

"
Governmant continued to provide price support o the growers through
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intermal procurement oparations during the yvear. With a view to keeping
the procurement prices of paddy and rice at incentive level the same
were - gnhanced  from Tk, 44210 and TE.6E4.50 per quintal 1w Tk, 45540
and TkGE215 peér guntal respochvely with effect from MNovember 15,
18985 and further 1o Tk 46880 and Tk, 70990 per guintal respectively
from May T4, 18986, The procu mt price of wheat was also raised
from Tk, 434 .00 io Tk 45540 per guintal effective from March 15, 1986
anid further o Tk 4B82.25 per quintal sffective from April 1, 1886, At the
same. time, in order 1o keep food prices under contiol, sufficient foodgra-
s swerg released from o government stocks for dstnbution through the ra-

tigpning system sz well as for sale in the open market during the vear

11. The ngid enforcerment of various policy measures helped to est-
tore discipline in the manetary and credit frant during 1985-86. Better
co-ordination  between the fiscal and the monetary and credit policies
was also sought 10 be achieved through continuous evaluation of actual
developments and necessary policy adeptations. In order 10 see that
banks reduce their dependence on the Bangladesh Bank and make effici-
ent use of ther own respurces for their credit operations, the provision
for imposition’ of 4 per cent penal rate of interest per annum on the
gxcess oufstanding credit of banks over their réspectivé prescribed credit
ceilings was continued during the year. In additipn, the Bank Rate was
raisad from 11 per cent to 11.25 per cent on Seplember 16, 1985, As a
result, the rate.of expansion in domestic credit dunng the year decelerated
shamply to 166 per cent from 26.2 per cent in 1984-86

12, The sxpansion in domastic credit dunng 1385-BE was shared

by both the public and the private sectors. While net credil to the Gov
ermment declined by 5.8 per cent to Tk, 220670 crores, credit 1o tha

10
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other public sectar increased by 23.0 par cant to Tk, 3972.80 crores at the
end of June, 19868, The rise in credit 1o the other public sector occurred
mamly on account of increased credit o the Bangladesh Juta Mills Cor-
poraticn {BJMC), the Bangladesh Jute Corporation (BJC) and the Bang-
ladesh  Agriculiural Development Corporation  (BADCY, Credit to  the
BJMEZ increased by Tk 8535 croms during the year as compared with
TeA80.30 crores durimg 1984-85, Tha BJMC was in difficulties as a res-
ult of the losses incurred owing 1o lower export price of jute goods than
cost of production. The sharp decling in the intemational price of @w
jute which also caused a drastic fall in domestic prices necessiated sub-
stantial bank financing for 3 "buffer stock” arrangement. Credil tnl:he BJC
thus incraased by Tk, 29615 crores dunng 1985-86 as against Th.74.03
crores dunnig 1984-85. Bank financing to the BADC also increased by
TE 147 52 crores during the year a8 compared with Tk 50.23 crores fing
need dunmg 1984-85, Scheduled banks’ firancing of debentures issued
by corporations and autonomous bodies during 198586 under the -ﬂmﬂu&"
Development  Programme increased by Tk, 7540 crores as against
Te 32000 crores during 198485, Geoss cradit to the private sector axpa-
ded by Tk.146550 crores or 21.3 per cent to Tk, B356.20 crores during
198686 as compared with the expansion of Tk 19761 crores or 402
pef cent during 1984-80

F

13. The marked slowdown in the rate of expansion in both total

figuidity and domestic credit had It salutary smpact on the rate of infla-

mnd tion  during the year Inspite of pay and salary increases of the public
Living sector employess from June, 1585 involving a net additonal expenditure

i
of Tk. 389500 crores as also some increases in the administered prces and

impont prices, the rate of inflation (computed by the Bureau of Statistics),

11
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as measured by the twelve-month average ot the consumer price indices
for Middle Income Families in: Dhaka, did not exceed 995 per cent dur-
ing 1985-86 as compared with 1094 per cel in 1984-85 The incréase
in prices duning the year was more pronounced n the “food than in the
non-food” items, While the sub-index for “food” denoted an incresse of
1071 per cent that for ‘non-food' tems increased by B73 per cent

over the year

14. The country’s overall balance of payments recorded a surplus of
$ 46 million (Tk. 1379 crores) during 1985-86 in contrast o a deficit
of & 85 million (Tk. 2482 crorez) in 17984-85, The impeovement in the
overall payments position was due mainly to a significant decline in  im-
orf payments, and increased receipts under private transfers consisting
mainly of workers’ remittances: Reflecting mainly a marked decling in im-
ports of toodgrains out of own resources, total value of merchandise im-
ports: during 1985-86 stood significantly lower at § 2,364 million as com-

Balanceof pared with § 2647 million during 1984-85. Food aids received during

Payments

: the year stood lower at $ 203 millien as against § 244 million receved
Situation

during last year Total payments made for foodgrams imposts during
1985-86 stood much lowor at % 220 mallion a8 compared with 3 498
million during 1984-85; payments for nor-food mports also  declined
from § 2,149 milion to $ 2,144 million. Receipts under private transier
increased significantly fram § 398 million in 1984-85 1o § 525 million n
1985-86 due mainly fo increased remittances by Bangladeshi workers ab-
toad, Wage Eamers remittances during 1985-86 amounted to § 595

million as comparad with § 441 million during 1984-85. Net capital mnflow
(excluding grants) at % 548 million during 1985-86 stood highar  than
$51 1 million during 1984-85. Inflows of capital in the shape of project
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Terms of
Trade

loans/grants increased significantly from 3 581 million i 198485 1o
$ 710 million during 1985-86 while commodity aid declined from $ 432
million to % 393 milion.

15. Earnings from merchandise expons of Bangladesh in terms of US
dollar came down by $ 62 million to § 909  million in 1985-86 from
% 971 millicn in 1984-85. The decline in export earmings in terms of dollar,
despite _an increase  in the volume of exports, was due mainly to @
substantial decline in export prices of major items. Thus thowgh the wol-
uma of faw jule expons increased by B3 per cent from 141 lakh bales
in 1984-85 to 23.0 lakh bales in 1985-88, earnings declined from & 147
million in 1984-85 10 § 118 million in 1285-86. The sverage export
prica of raw jute declined by 487 per cemt from £ 104268 por bale in
1984-85 to 3 5348 per bale in 1985-86. Despite ncrease 0 the volume
of jute goods exports from 4.84 lakh tons in 1984-85 o 4.94 lakh tons
in 1985-86, the export eamings declined from % 420 milion in
1984-B5 to § 339 million in 1985-86 due to the 22.1 per cent decline
in export price from $ 86777 w % 67611 per twon. Eamings from tea
exports fell by 390 per cemt from 3 57 million i 7984-B5 w 5 35
million in 'IEIES—FE despite a 21 per cent Increase in the export volume,
Except readymade garmenis, frozen food and handicratts, export earnings
from other ilems recorded declines during the year although thene ocour-

red some increases in volumea,

16. The substantial decling in export prices in the face of a rise in
impart prices adversely affected the country's terms of trade. Thig index of
commodity terms of trade (1975-76=100) deteriorated by 24 46 per cent
from 175.67 in 1984-85 w 13272 in 1985-86.
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Medium-term
Prospects

17. Bangladesh is likely:to continue 10 face a balance of payments
constraint owver the medium term. In the years immediately ahead, jute
gxports cannol be expecied o display much real vanation beyond the
usual cyclical pattern, and jute goods exports will be. Increasingly conetr-
gined by strong competition from synthetics, Among non-traditional  ex-
ports the future of readymade garments will depend on  accessibity 1o
foresgn markets in the face of nsing protectonism, and wage earmers
remittances will be influenced by economic conditions in the oll-produc-
ing countries. Given the progpects of higher import demand needed o
support the growth rate targeted in the Third Five-Year Plan and struciu
ral adjustiment of the economy, there will not be much scope for reduc-
irng the current account deficit. In view of the recent trends and the
expanence in the hrst yvear of the Third Plan, i might ba difficull to
achieve the growth target of over 5 per cent per annum dunng the plan
period, unless the growth rate in the non-agrcultural sector 15 10 accele-

rate susbtantally,
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GDP

Agricultural
Production

DEVELOPMENTS IN MAJOR SECTORS

18 According to the latest estimate of the Planning Commission,
thae Gross Domestic Product (GDP) increased by 401 per cent im
1985-86 (at 1884-85 constant faciorcost)as against the target of 5.2 per cent
The growth in agricutiural output was estimated at 4.08 per cent dunng
the year. Industnal production was estimated to grow by 1.2 per cent
only. Growth in  Electric, Power and Gas sector was B4 per cent
Growth of the construction sector was placed at 7.09 per cemt, Housing
sector showed a growth of 56 par cent and public service sactor ndica—
ied & growth of B.26 per cent during 1985-86. Transport and Communi-
caton sector registered 8 growth of 412 per cent while Trade and other

service sector had & growth of 3.09 per cemt during the year

19 The overall agrnculural pgroduction in the country increased by
408 per cent during 19B5-86. Total foodgrains production at 160.79
lakh mewic tons during 1985-86 stood more or less at the preceding
vear's level of 16084 lskh metric tons. Total production of rice al
15037 lakh metric tons in 1985-B6 was 280 per cent highes than thal
of 14620 lakh metnc tons produced in the previous yvear. While the pro-
duction of Aus and Aman rice increased by 1.61 per cent and 7.69 per
cent 1w 2827 kakh metnc tons and B540 lakh metnc tons respactively,
that of Boro rice declined by 609 par cent 1o 3670 lakh metnc lons
during the year. On the other hand, production of wheat declined subs-
tantially by 2B.B2 per cent to 1042 lakh metric tons during the year as
against 1464 lakh metric tons in 1984-85
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Industrial
Production

20, The industral sector remained more or less stagnant dudng  the
year Industrial production was estimated to grow by 1.2 per cant only
in 1985-86 largely on account of decline in output of jute goods and
cotton textles, Performance of the industrial sector was adversely affected
by rregular power supply and labour sinkes in some of the mapor Indus—

wigl units during the year

21, The Government continoed to extend all possible support and
incentives  for  sirengthening  the country’s industrial  sactor  during
1986-86. In addition 10 continuance and adaptations of the measures i
tiated wnder the New Industnal Policy of 1982, Government sought to
bring about some basic reforms for overall and structural improvement in
the industrial sector. Particular attention was glven 1o moet the working
capital requirements of the existing industries as also for establishment of
new projects having high export potential/impont substitution bigs. In order
to faciltate expansion and modernisation of the existing projects and
launching of the new projects, adequate prowvision was made for sanc-
lion of cash foreign exchange for import of foreign technology and ex-
pers in the import Policy for 1985-86. Some measues werg also taken 10
enhance the range of incentives for n-ncnuru,gmg: exports Some iems like
handloom and weaving and hght engineering products were allowed 10
enjoy concessional bank loans at a rate of interest of 7.0 per cent only
instead of 80 per cent previously. Export cess from non-traditional iems
like fish, tobacco, etc. was withdrawn, With a view to extend maximum
Bdvantage to the exporters in respect of exchange rate wvariation. a new
provision of thres slabs of 100 per cent 70 per cent and 40 per cent

AFPB was also introduced durmg the year,
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22 As estimated by the Planming Commission, production of cement
recorded an Increaze af 2167 per cent to 292 thousand mefric tons dur-
ing 1985-8B6 from 240 thousand metric tons in 1984-85, Output of che-
mical lertilizer incressed by 18171 per cent o 952 thousand mewic wo0s
during 1985-86 as compared to BOG thousand metric tons during the
previous vear. Production of paper and newsprnt increased by 6.53 par
cent o 97 thowsand metric tons during the year as compared to 91
thousand metric tons dunng 1984-85. Production of petroleum product
went up by 064 per cent 1o 948 thousand metric tons during 1985-86
as compared to 943 thousand metric tons produced dunng 1984-85,
Production of oigarettes and matches increased by 273 per cent and
853 per cent 1o 14,753 million sticks and 140 lakh gross boxes respec.
tively during 1985-86 from 14361 million sticks of cigarettes and 129
lakh gross boxes of matches produced in 1984-85

23, Producwon of jute goods dechmed substantaily by 1449 per
cent to 4.90 lakh tons during 1985-86 from 6.73 lakh tons during
1884-85. Production of jute goods suffered set-back due to power failu-
. labour sfrikes and slower demand for sacking in the imemational mar-
ket Production of sugar came down by 568 per cent to B3 thousand
meric tons dunng the year wnder report from 88 thousand metnc tons
produced dunng 1934-85, Sugar production was affected due 1o lower
sugar-caneg production and supply (o the sugar mills. Acreage under sugas
cang  cultivation declined dunmg the year due to lower price of sugarc
cang d5 well as untimely rainfall in the northern distncts. Diversion of sugar-
canme to ‘gur production in certain mill zones also contributed to lo-
wer production of sugar. Production of cotton yarn and colten cloth

came down by B4 per cent and 4.8 per cent to 1.187 lakh pounds and
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Public
Sector
Qutlay

587 lakh meters respectively dunng 1985-86 from 1,268 lakh pounds
and 627 lakh meters respectively in 1984-85 Production of cotton yarn
and cotton cloth suffered sei-back due to. lower demand for the  locally-
produced cotton yarm and cotton cloth in the home marke! because ol

inferior quality and higher cost compared 1o those brought in from abroad. :

24, The Annual Development Programme (ADP) for 1985-86 which
originally envisaged a total public sector development outlay of
Tk. 3825.72 crores was subsequently revised upward to Tk, 409554 ewores
This compared with the revised outlay of Tk. 350B.42 crores in the prece-
ding year, Indicating an increase of Tk. 58712 crores or 16,73 per cent
over the year. Of the towl revised outlay during 1985-86, domestic and
foreign resources for financing expenditure constituted Tk 703.73 crores
or 17 .18 per cent and Tk, 339181 crores or 82.82 per cemt as com -
pared to Tk, 89042 crores or 2638 per cent and Tk. 2618.00 crores
or 74.62 per cent respectively during the previous year. In absolute terms,
domestic resources for financing expenditure declined by Tk 186.69 crores
ar 2097 per cenmt while foreign rﬁuuroaa@ went up by Tk, 773.81 crores
or 2956 per cent during 1985-86.

25 The sectoral sllocations for 198586 were a3 follows: Power
Tk. 725.56 crores, Industries Tk. 590571 crores, Flood Control and Watar
Resources Tk 477189 crores, Upazilla Infrastruciure and Assistance- to Upa-
zifla Parishad Tk 425.00 crores, Self-financed Schemes of Autonomous
Bodies Tk, 33404 crores, Transport Th. 265.95 croms, Oil, Gas and Mat
ral Aesources Tk, 21078 crores. Populavon Control and  Health
Tk 200.20 crores, Agricubture Tk 19296 crores. Education and Heligion

Tk. 181.73 crores, Rural Developmeni and Institutions Tk, 104.94 oroms
and Physical Planning. Water Supply and Housing Tk, 10288 crores

(i I Rens of Thka,
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Allocation againstother heads of expenditure aggregated 10 Tk 283.80
crores. Allocation for Agricubture, Flood Contral and Water Resources
Rural Development, Population Control and Family Planming and Infrastruc-
tural Developmeént of Upazilla. which have a direct bearng gn  rural
development.. together accounted for 34.19 per cent of the total outlay

for 1985-86 as against 4481 per cent during the previous year.

26, In the private sector, a total gl 1,111 industnal umits were sanc
tioned and registered during 1985-86 with a total investment outlay of
Tk. 684.76 crores including a foreign exchangs ::::rmpnﬂént of Tk 358,24
crores, This compared with 918 industial unis sanctioned Tor a total in-
westment of Tk. 47918 crores, including a foreign exchange component
of Tk, 241.08 crores durng 1384-85 The mapor industres accountmg for
Investment the investment during 1985-86 were: engineenng mdustnes (Tk. 21758
g:::':m crores), textile industries (Tk. 211.24 crores), chemicals. pharmaceuticals
Industries and allied industries { Tk, 57.01 crores) paper, board, pnnting and publi-
shing (Tk. 3997 crores), food and allied products (Tk. 46.26 crores)
glass, ceramic and other non-metallic mineral products (Th, 2248 crores)
miscellaneous industnes (Tk. 1664 crores), tannary, leather and  rubber
products (Tk. 3583 crores). services industries (Tk. 14.75 crores}land indus-

tries. ot elsewhene classified (Th, 23,22 crores)

27, Food situation in the country remained satisfactory during

1585-86 Although production of Aman and Aus rice increased, produc-

Food tion of Boro nce and wheat declined. Boro rice s regarded as a sacure
Shtuation crop and has been contributing progessivaly 1o the increasing foodgrains
production of the country, Although the area under this crop expanded

gradually as many farmers switched owver from local varieties to HYV, actu-
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&l acreage under this crop fell shightly during the wvear due mainly o
shorfall in surface water. Yields were affected due 1o shorages of irige-
tion equipments and surface water as also for reduction in fertilizer distri-
bution, In addivon, Boro crop was affected at matunty stage by hail-si-
orms and high winds. The winter drought upto March, 1988 also affec-
ted the wheat production at the grain filling stage. The area under wheat
cultivation also declined shamly partly because of the relative  attractive
ness of other alternative winter ¢ash crops. The loss suffered by Boro and
wheat crop was partiaslly made good by increased predustein of Aman
and Aus rice during the year. Domestic production, imports, and satisfac—

tary Government stocks exerted a conducive effect on food prices.

28. The country average minimum retail price of coarse rice which
had stood at Tk.672.00 per quintal at the end of June, 1985 increased
amidst fluctuations to Tk 711.00 per quintal at the end of September, 1985
due mainly to the tight supply position. The price registered shght dec-
line in December, 1985 with the amval of Aman rnca in the market. Peak
level price of coarse rice at Tk.B12.00 per quintal was recorded at the
end of Apnl, 1936. With the arrival of whest and Boro rice in the mar-
ket, the country average minmimum retaill price of coarse rice declined du—
ring the last two months of 1985-88 and stood at Tk-769.00 per quintal
at the endgQf June, 1986, thus showing an increase of 14,43 per cent

ovid The  year

29 Imports of rice and wheat into the country duning 138586
stood lower at 0.36 lakh metric ton and 11.64 lakh metric 1ons respect-
vely a5 against 6.89 lakh metric tons of rice and 18.99 lakh metric tons
of wheat imported during 1984-85,
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30, Internal procurement of rice and wheat during 1985-86 stood at
219 lakh metnc tons and 1.30 lakh mewric tons respectively as compa-
red to 1,33 lakh metric tons of nce and 2.15 lakh metric tons of wheat
procured during the preceding year. The procurement prices of paddy
and rice were enhanced from Tk. 45540 and Tk. 68315 per guintal to
Tk. 468.80 and Tk. 709.90 per guintal respectively with effect from May
14, 1986, The procurement price of wheat was also enhanced from
Tk 43400 w. Tk 45540 per guintal with effect from March 15 1586
The price of wheat was further enhanced to Tk 48225 per quintal from
April 1, 1986

31. In order 1o keep the food prices within controf, the Govermment
released sufficient guantity of foodgrains for sale in the open market, Re-
leazes of rice and whest from Govermant stocks during 1985-86 stood
at 373 lakh metric tons and 11.67 lakh meatnc tons respectively as com-—
pared to 4.00 lakh metric tons of nce and 2163 lakh metric tons of
wheat released during 1984-8B5. Government stock of foodgrains stood &t
8.76 lakh metric tons at the end of June, 1986 as compared to 10.0B
lakh metric tons at the end of June, 1085

32. The mtion prnce of rice was enhanced from Tk. 718.00 per quin
tal w Tk 737.B0 per quintal with effect from December 1, 1985 and
further to Tk. 776.00 per quintal with effect from June 15, 1988. Simul-
taneously, the ration price of wheat was also enhanced from Tk. 463 48
to Tk. 485.50 per quintal with effect from December 1, 1985 and further
to Tk.515.00 per quintal with effect from Juna 15, 1986.
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331, The overall price situation in the country remained generally satis-
factory during the year. The consumer price indices of the principal ur-
banm centrea of the country went up by different margins. The average
consumar  prca index  (CPly  for Dhaka middle income families
{1973-74=100) recorded an increase of 995 per cent during 15985-86 as
against the rise of 1094 per cent during 1984-55 The average consu-
mer price index for rural population in Dhaka distnet want wp by 3.43
per. cent during 198586 as ageinst the rise of 1312 per cent during
1984-85. However, on point w point basis, the consumer prnce ndex for
rurdl population in Dhaka district Increased by 1094 per cemt during
1898586 as against the rise of 0.68 per cent during 71984-85. The incre-
ase in prices during the year occurrad i both food and non-food ilems,
and was attnbutable mainly to the increase in wages and salaries made
o the public sector employess from June, 1385, short supply of some
essential commodities due to natural calamities, and high pnces of mpor—

ted consumer goods and industrial raw  materials.

34. The "general’ CPl for the middle income families in Dhaka city
(1973-74 =100} which had stood st 411.56 in June, 1885 rose to
46467 in June, 1986 indicating an tncrease of 1290 per cent ower the
year on point 1o point basis, The rse was shared by all the sub-indices
viz, ‘food” { +15.471 per cent o 463.48), “fuel and lighting” (=730 per
cent to 554.67) 'housing and housshold reguisites” | - 9.09 per ceml o
521.35), 'ciothing and footwear (- 9.57 per cent to 284.52) and 'miscel-

laneaus’ mems [+ 990 per cent to 45741 )

35. The "general’ CPl for the middle income families in Chittagong
(1973-74 =100} increased by 1159 per cent to 603.73 in 1985-86. The
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increass was reflecwed in all the sub-indices, wiz, ‘food’ [+ 1281 per
cent to 50229), “tuel and lighting' {«17.20 per cent to 385.73), "hous—
ing and household requisites’ (- '.-'.3-#. per-cent to 697.24), 'clothing and
footwear” (- 7.25 per cent to 284.99)° and miscellaneous items (+ 10.97

+ per cent to 45B.51).

36. The ‘generall CPl for Khulna middle income families
(1973-74 = 100) wemt up by 16.56 per cent to 453.08 in 1985-86. This
was due to the increases in all the sub-indices, viz., 'food’ (+18.32 per
cent to 463.74, ‘fuel and lighting’ {+ 19.79 per cent to 527.88), 'housing
and household requisimes’ [+ 278 per cent o 417.79), "clothing and fook—
wear’ { - 1433 per cent to 31812) and'miscellaneous items (+ 13.50 per
cent 1o 419.84)

37 The ‘general’ CPlI for Rajshahi middle ncome families
(1973-74 -100) rose by 1213 per cent to 44548 in 1985-86 as aga-
inst the increase of 14.00 per cent during 1984-85. The rise was shared
by all the sub-indices, viz, food” {+11.68 per cent to 417.70), “fusl
and lighting’ [+ 636 per cent to 682.99), 'housing and household requi-
gites® [+ 1574 per cemt to 488.39), ‘clothing and footwear' (+ 1622
per cent to 317.66) and ‘miscellanecus’ items (+ 18.76 per cent fo
473.87) owver the year,

38. The wage rate indices for differant kinds of labourers inithecoun-
try, @as compiled by the Bangladesh Bureau of Statistics. increased sub—
stantially during 1985-86. The 'general’ average index (1969-70-100) of
nominal wages which had stood at 7340  in 1984-85 went up by 32
per cent 1o 971.0 in 1985-86. The sub-indices of manufacturing wages:
increased by 40 per cent (from 775.88 to 1084.58), constuction by 30 J

Pi=Revised.
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per cent (from 77586 to 100665), egrculture by 48 per cemt (from
E41.64 10 938.77) and fishernes by 5 per cent (from 70212 to 738.38)
during 193586

39, Gross domestic savings at cument prices during 1385-86 as esti-
mated by the Planning Commission stood at Tk, 1,835 crores which was
2551 per cent higher than Tk. 1,462 crores during 198485 Gross do-
mestic savings as percentage of GDP stood at 4.8 as compared 1o 4.2"
in 1984-85. Gross domestic investment at cument FBrices stood  ar
Tk.6,547 crores in |1985-88 as compared to Tk6.008" crores in 1984-85
The percentage share ol gross domestic in investment in GDP thus mar-
ginally deciined from 17.3" in 1984-85 to 17.0 in 1985-86.

4. Tha Mational Commission on Money, Banking and Credit, which
was appointed by the Government gt the end of June, 1984, submitted
a comprehensive report to the Fimance Adviser to the President on the
18ih June, 1986, The Bangladesh Bank provided necessary analytcal and
logistic support to the Commission including the services of a number of
officers for its Secretarlat.

41. Earfier in March, 1986, the Committee on Fraud and Forgeries
in Banks and Financial institutions submitted its report 1o the Finance
Advizer 1o the Presdent The Bangladash Bank atso provided necessary
investigative, analytical and logistic support to the Committee.

A= Flayvissd,
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Money
Supply

MONETARY AND BANKING DEVELOPMENTS

42, In lime with the monetary programma 1o finance productive
economic activity and maintain ressonable pnce stability, money supply
increased at & slower rate during 1385-86 than in the previous year.
Money supply (M,) or Narmow Money expanded by Tk. 6961 crores or
164 per cent to Tk 49279 crores during the year as compared to the
increase of 19.2 per cent during the preceding year.

43. An anmalysis of the causatve factors of the change in money
supply duning 1985-B6 reveals that the expansion emanated from incres-
sed credit o the private as well as the public sector other than Govern—
mant to the tune of Tk 14655 crores and Th.743.4 crores respectively
and & surplus of Tk.764 crores in the country’s intemational accounts
Thass wem partly offset by the contractionary impact of the increaze of
Tk. 1107.8 crores in time deposits and surplus of Tk.1351 crores in the
fiscal operation of the Government as detailed in Table 3.1,



TABLE 31
CAUSATIVE FACTORS OF THE CHANGE IN MOMEY SUPPLY

[Taka in crores)

Particulars ﬁ;ﬂ"ﬁ 3?6?55 Changes

1 Currenoy Outside Banks 18531 17228 +230.2
2. Demand Deposits 29748 2508.9 + 4659
Total Money Supply: 4527.9 4231.8 +6986.1

CAUSATIVE FACTORS

Expansion | + )
Contraction (-}

1. Public Sector +608.3

i) Government {Met) -135.1

i} Other Public Sector +743.4
2. Private Sector +1465.5
3, Time Depasits {Increase -} -1107.8
4. Fareign Sactar {Net) *764
5. Other items {Net) -3463
Total: + 696.1

44, Of the components of money supply (Mi), currency outside
banks went up by Tk 2302 crores or 13.4 per cent to Tk 19531 croses
during 1985-86, while demand deposits incraased by Tk. 465.9 crores or
186 per cent to Tk, 2974.8 crores The quarterly movemants of money
s.uphh,r and its components during 1585-B6 ame shown in Table 3.2

30



MONEY SUPPLY ( M)

Money Supply

Foogd

Jpoe

Eood
frog
FEQD
&40
400



TABLE 3.2

MONEY SUPPLY ({Taka in crores)

Currency . Money Changes in
As on Dutsida Demand Supply Money

Banks i i {BA1) Supply
Jurne 30, 19856 17229 25088 4231 .8 -
September 20, 1985 18093 2Z31E6 41271.8 -103.9
December 31, 1985 1767 2 282B.3 45955 « 4676
March 31, 1986 18960.6 26264 4587 .0 -5 5
June 30, 15986 19531 29748 49279 + 3405

45, Broad Money [(Mz)or total liquidity increased by Tk.1803.9 cro-
s or 171 per cent to Tk 123381 crorés dunng 1985-86 as compared
to the larger increase of 256 per ceml in the preceding vear. Of the
components, time deposits or quasi money rose by Tk.1107.8 crores or
176 per cant in 1985-86 as compared to the increase af Tk 148685 cro-
ras or 30.3 per cent in the preceding year. The percentage shares of
bme deposiis, demand deposits and curency outside oanks in broad mo-
ey stood ot 601, 247 and 158 a1 the end of June, 1986 as compa-
red with 598, 238 and 164 respectively at the end of the preceding
YEar,

46, Table 3.3 shows the changes in broad money (M:z)as also its
different components during 1984-85 and 1985-B6.
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TABLE 33

BROAD MOMEY
{Taks I craras)

% Changes
June, June, | June 9

1984 1985 1986 1984-85 | 1985-86

Particulars

1. Cummency Outside

Banks 16564 17229 19831 + 107 +3134
2. Demand Depaosits 19493 6 25088 29748 + 258 + 186
3 Time Deposits 48359 63024 74102 + 303 + 17.8
Total : g3859 105342 123381 +25.8 +17.1

47, The income welocity of money (GDP = M:) declined marginally
during 1985-86. Trend in income velocity of money 5 shown in Table
34

TABLE 34
INCOME VELOCITY OF MONEY (i 6 i)
GDP a Broad Income Velocity
1 2 3 4
1984-B6 34,883 10,6342 33
198586 38,536 12,3381 31

& Spurce Planmng Commisson

32



Total Bank Credit
Advances
Bills Purchased And Discountod

— -

BANK CREDIT

apea FLEL
o
5 3 ®
® . =

12000
fgode )
gogo
000
4008
ooy



48. The outsianding level of bank crednt  {excluding  inter—bank
items) of the scheduied banks increased by Tk, 17786 ‘crores or 198 por
cent during 1985-86 as against the increase of Tk 22481 crores or
334 per cenl in the preceding year. Of the components of bank credit
advances increased by Tk.1,BB5.7 crores or 220 per cent while hills
purchased and discountad declined by Tk 1071 crores or 253 per cent
during the vyear. ~The quarterly movement of bank credit 8 shown in
Table 3.5

TABLE 3.5
(Taka in crores)
Advances| Bills as

_ Total as%of | %of

As on Arvances Bills Credit Total Total
Credit Cradit
June 30, 1985 BE570.7 4141 8984.8 454 4.6
September 30 1986 BE335 3356 91681 96.3 a7
December 31, 1985 85021 2745 97768 97.2 2.8
March 31, 1986 9658.3 2221  9BA04 87.8 2.2
June 30 , 1986 104564 3070 107634 97.1 23

49. Hank deposins (excluding nter-bank nems] reqgistered an incre—
asa of Tk, 15734 crores or 17.9 per cent during 1985-86 as compared
o the rise of Th.1987.8 cromes or 290 per cent in the preceding year,
The increass was shared by both demand and tme deposits which rose
by Tk. 4656 crores or 186 per cent to Tk. 28743 croms and by
Tk 1107.8 crofes or 176 per cent to Tk, 7410.2 crores respectively. The

guarterly movement of bank deposits |s shown in Table 36
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Rural and
Urban
Deposits
and
Advances

TABLE 3.8

BANK DEPOSITS
(Taka in crores)
Demand | Tima
. Deposits | Deposits
Tatal
A Demand Time ota %ol |aet ob

Deposits | Deposits | Deposits

Total Total
Deposits | Deposits
June 30, 1985 28087 B3023 BB11.1 2BD 715

September 30, 1985 23184 59078 8226.2- 282 7.8
December 31, 1985 28278 68321 BEG0.0 293 707
March 31, 1986 26258 66607 928589 283 .3
June 30, 1986 2974.3 74102 103845 2886 a4

B0 Both rural deposits and advances of scheduled banks incressed
considerably during 1985-86. The share of rural deposits in total deposits
al the end of June, 1986 stood at 1910 per cent as compared to 17.27
per cent @t the end of June. 1985 The share of bank advances in rural
areas stood at 2668 per cent at the end of Jume. 1986 at against
2850 per cent at the end n‘t June. 1985 In absolute terms, rural advan-
ces fptalled Tk, 290578 ciores. while jural deposils amounted fo
Tk. 210382 crores 8t the end of June, 1986, These gompared with
Tk, 254591 crores and Tk, 161589 crores of rural advances and rural depo-
sis respectively at the end of June, 1985 Thus the welcome trend of
rual advances exceeding rural deposits continued dunng the year The
percemange ditribution of bank deposits and advances by rural and urban

areas lar the last fwe years is: shown in Table 3.7
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Liquidity
Position

TABLE 3.7

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

Advances % Deposiis o,

Ao an

Rural rkan Rural Urban
June 30, 1982 13.22 BG. TR 1542 84.58
Jume 30, 1883 18.60 21,40 16,75 B3.25
June 30, 1984 2578 74.22 17.08 B2.54
Junie 30, 1985 2850 7150 17.27 B2.73
Jugne 30, 1986 26,66 7334 18.10 BO.90

51. The credit/deposit ratio {excluding BKE and BSB) of the sche-
duled banks which had stood ar 0.81 on June 30. 17985 increased 1o
0.89 on September 30, 18985 but came down to 0.82 on December 30,
1985 The ratio again went up to 086 on March 31, 1986 but declined
to 083 at the end of June, 1986, Scheduled banks borowings from
the Bangladesh Bank declined from Tk.2080.80 crores on June 30, 1985
to Tk. 2001.60 crores on September 30, 1985, Thereafter, the borowing
increased gradually 10 Tk 223980 crores as an March 31, .1936- The
borrowings increased further ta Tk 227750 croves as on June 30, 1986
showing an increase of Tk.19B.70 crores over the year. Scheduled banks
balances with the Bangladesh Bank incressed by Tk, 6250 crores 10
Tk. 676.80 crores and their cash in tills also Increased by Tk. 62,70
crores to Th. 33B.40 crords over the year

§2. The Bank Rate® was raised from 11.00 per cent to 11.25 per

cent per annum with effect from September 16, 1885, and the rata re-
mained wunchanged -at that level till the end of June, 1986,

i Sangiadesh Bank's basic lsnding/discopnt @ia.
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53. The following other interest rate adjustments were made during
the financial year 1985-86:

1

i}

Rawe of interest on advances against impon under bartar for indu-
strial imports as well as commercial imports were fixed at 3 par
cent below the normal rate of interest on such advances  Accor—
dingly, the rate of Interest an advances against imports under bar-
wt for industrial import was fixed at 1150 per cent and for com-
mercial imports at 15 per cent with effect from July 1, 1385
Bate ot Interest on advances for industrial import under  barter

ather than advances representing term finance for industral projects
for a penad of less than five years was further reduced to 11 per
cant with effect from March 1, 1286 following the revision of
interest rate on advances 1o industries with effect fram  that
data.

Rate of interest on pre-shipment export credit for 3 non—traditio-
nal items, viz., light engineering and electrical goods, handicrafts,
and handloom products was mduced from 9 to 7 per cent with effect
from July 1, 18585,

Rate of interest on working capital loans o cold-siorage was
fixed at 16 per cent irespeciive of the amount of such loan with
gffect from January 1, 1986

Rate of interest for term finance for industrial projects extended

for a perod of five years and above, and for working capital
loans to  industries, e, all manufactunng industres  including
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assembling, -all industries connected with processing, milllmg amd
crushing, and transport industry (both water and road transpar)
wag mduced from 145 per cent to 140 per cent effective
from March 1, 1986 The rate of interest on term finance for

mdustrial projects extended for a period of less than five years.
nowever, continued 10 remain at 1456 per cent.

v} Rate of interest on waorking capital finance to jute industries (jute
mills and jute spinning mills) was reduced from 14.5 per cent to
14 per cent with eftect rom March 1. 1986 weth the provision
that financing bank would refund nterest at 2 per cent as per
prescribed  procedure to the mills concerned. as and when ship -
mentof the jute goods was effected for export. The rate of interest
on working capital loans to jute mills including  jule spinning
inills, was reduced to 12 per cenp with effect fram June 1, 1886

A no efund of imesst woulkd be allowed on shipments made on ar
after that date.

vil Lewy on Deposit Income lor Jamuna Brdge : As per Government
decision a levy was imposed on income eamed by way of inte-
mst On savings deposits with or without chequing facility and
fixed  deposits/term deposits maintaned with any scheduled
bank a5 also on income sarned by way of share of profit on
such deposits maintained with any bank run an lslamic principles
for financing the cost of the proposed Jamuna Bridge Project
The levy would be deducted at sources 4 per cent of the inte
rest/share  of profit as mentioned above with effect from

Cctober 1, 1988, wrespactive of the pernod of agorual of income

37



Requirement

il

i

B4, The statutory cash reserve reguirement of the scheduled banks rem
ained unchanged at 50 per cent’ of their total demand and mhme
habilities.

B85. The stamtory liguidity ratio of the scheduled banks, except the
Bangladesh Knshi Bank and the Bangladesh Shilpa Bank, dunng
1885-B6 remammed unchanged at 250 per cent of ther total demand lha-
bilities and 23.0 per cent of their total time lighilities. The statutory ligui-
dity ratic for the Islami Bank Bangladesh Lid also remained unchanged
at 15.0 per cent (effective frorn Decamber, 1984) for both its demand
and the time liabilites, The Bangladesh Krishi Bank and the Bangladesh
Shilpa Bank continued to have the exemption from mamn@aming hguid as-

sats under section 29 of the Banking Companies Ordinance. 1962,

56. The rate of interest subsidy under the Interest Subsidy (Expost
Credit) Scheme mtroduced in May, 1983 remained unchanged at 55 per
cent duning 1985-86. Total amount of interest subsidy allowed 1o the
banks during the year on account of their financing non-taditional ex-

portswas Tk. 1.00 arore

E7. The Deposit Pension Scheme introduced in September, 1983 for
implementation by the natonalised banks continued to remain in force
during the year 1985-86.

68. Pursuant to the Government decision, two private investment com—
panies, viz, National Credit Lid. and Bangladesh Commerce and Invest-
ment Limited have been allowed to stan functioning with affect from
October 31, 1985 and December 11, 1985 respectively, and they werg
also permitted to pamicipate in the inter~bank call money markel

a8



‘Guarantee
Scheme

Credit
Poliey
Measures

58, Under the Industrial Credit Guarantes Scheme of the Bangladesh
Bank, 71 guaraniee certificates were assued covenng a totsl logn of
Tk. 564 crores during 19B5-86, Under the Credit Guarantee Schame
{Small Loan), a total of 243 guarantee cenificates were issued covering
a total loan of Tk.16.35 lskhs extended 1o individual weavers during

the year.

80. With a view 1o channeliing the scarce bank respurces 1o augment
production, increase employment opportunities and real income, and secure
the socio-eéconomic prionties, distributive justice and regional balance, the
following other credit control and suppont measures were adopted by the
Bangladesh Bank during 1985-86

(i} Small Loans:

a} In order to meet the credit requirements of borrowers with small
means, including those running small and cottage industries and
seif-employed persons, each of the nationalised commercial banks
WaS given a targel eqguivalani to 1 per cent of its total demand
gnd ume fabilities as on September 30, 1985 for disbursement
from October, 1985 to June, 1986. The distribution of the target-

ted amount among the vanous categones was made a5 under

i) Small and cottage industries 50%
i) Retml trade 25%
iil) Self-employed persons 20%
i) Rural electrification E%
100%,
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b)

€

d)

A ocredit target for the foreign banks and private sector banks
equivalant to 1 per cent of their respectivedemand and time labilities
as on February 27, 1986 was also fwed for disbumsemant o the small
scabe  industries during the period from March, 1986 w June
18986, For this purpose a small scale indusiry was defined as one

having asseis worth upto TE 1.5 crores

The credit scheme introduced in August, 1883 for financing work-
ing capital of hosiery industry remained in  operation  during
1885-86

The zpecial credit programme for small and cottage industnes in-
troduced in 1897B was rmeinforced with ‘a fresh allocation of
Tk. 350 crores raising the aggregate allocation under the programme
o Tk. 45,70 crores.

fif) Transport Sector;

aj

7]

Transport sector continued 16 be tregfed as a priorty sector. Fore-
ign Banks operating in 1E-:'l-n|;|Lan;|1a-f.h and private sector banks,
including Pubali Bank Lid and Utiara Bank Luwd, were given a
tamget equivelent to 1 per cent of their total demand and time

labilines as on September 30, 1985 1o finance tha transport ind-
ustry during the penod from October. 1885 1o June; 13886

In order to mest the credit requirement of the road tansport sector,
banks were advised to extend credit to the transport operators for
purchase of new trucks and buses pr_nﬁdpd thay had either fully
adjusted or substantially reduced thieir previous outstanding bank

40



logns on this account, Banks were also advised to finance new
bofrowers. in the transport sector on the basiz of their credit-wor-
thiness, Banks. were further allowed to finance impord of new
ruck and bus chasis fited with engine under WES/ Secondary
Exchange Markel, subject 1o & minimum margin requirement of 25

par cent

{iii} Hougling Sector:

Housing secior also continued (o be tredsted a5 & prionty secior
Barnks were required 1o finance this sector by obsenning the prescribed

terms and conditions,

{iv] Export Credit:

Provision for liberal export credit facilities introduced sarher conbnoed
durning 1985-86. Duty—draw back credit scheme also remained in force
durimg the year,

(v] Industrial Sector:

The arrangements which were streamlined 10 provide working capital
w the new industries set up with financial assistance from Development
Financing Institutions (DFls) Including those approved by the |nvestment
Board or Permission Committee headed by the Director General, industries

remained in force during the vear,

{vi} Post— Import Finance:

Post-impont hnance. for import of refined salt in the privale secior
was prohibited with eMect from: March 11, 1986.
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{vil) Advance against National Bonds:

Effective from Aprl 20, 1986, banks wene allowed to make advances
against the security of National Bonds issued by the Government to the
non-benk . investors upto B0 per cent of the value of the Bonds.

'

[viii) Advance against Foreign Currency Account under
Wage Earners’ Scheme:

Effective from August 24, 1985, advances against balances in foreign
currency  accounts  under tha Wage Earmners” Scheme o the members of
the Stock Exchange or nominees of the foreign cumency accounts ware
prombited. This would, however. not debar the account holders themsel-
ves 1o obtain credit facilities aganst balances in thein F.C. Bocounts sub -

jpct to prescrnbed mamgin requirement and repayment penod.

{ ix ) Credit Facility to Oil Mills

The time it for grant of credit facility for purchase aof locally produ-
ced o)l seads and against finished products was extended upto Novem
her 30, 1986

(x} Advances against Imported Oil Seeds:

Effective from July B. 1985, the penod for adjusiment of loans aga-
ingt imported qll seeds was enhanced from 2 months o & months friom
the date of advance Banks were advised to draw up repayment scheduole
for recovery of such advances within a maximum period of six months,

in consonance with the crushing capacity of the relevant ol mlls.
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{xi) Margin Reguirement for Opening L/Cs.for Imports:

The munkimum margin fequirement for opening L/C  covening import
of industrial goods and selected commercial items remained unchanged at
the level of 5 per cent with 8 maximum of 25 per cent In all other
cases of commercial imports minimum  margin - requirement  for  opening
letters of credit remained at 25 per cent except the foliowing whera higher

margins were prescnbed

g) B0 pef cent im respect of coconutl oil, spices. and betel nuls
with sffect from Juby 30, 1985

b} 50 per cent in respect of import of cotton yam of 21 to §9
counts by mmmar;r:ﬁiad importars with  effect from  January 23,
1986.

c) 50 per cent for opening of L/C on account of commercial
importers in the private sector Tor import ol palm ol with effect
from February 16, 1986

d) Minimum margin requrement far opemnng of LACs. far import of
‘salt rebined’ by commercial importers in the prvale sector was

raised to 75 per cent with effect fromy March 11, 1886

{xii) Other Measures :
a)} Loans to salt growers- were ollowed by 4 nationalised commer
cial banks and the Bangladesh Krshi Bank at the rate of Th 2000
per acre of land upto a8 maximum of Tk. 10000 per borower dunng
the salt growing season of 1985-B6
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b) Banks were advised to provide credit facility to cold storage
units on the basis of rling market price of potato as determined
by the Dmector of Agpcultural Maketing in oeder 10 omest the penuins
credit needs of the cold siorage unes for presepvaton of potsto dunng
1986 season.

¢} Banks were advised that term finance for power looms and an
cillary machineries wnder Waga Earners' Scheme/Secondary Excha
rge Market or under any credit line avalable 6 them should: be alle
wed subject 1o the condiion that, at least 25 per cent of such po
wer looms and machinenes should be procured by the concersed enire-

preneurs  from the local manufacturers.

d) Effectve fram Jur_re 15, 1986, the maximum loan limit per bor-
rower under the credit scheme for unomployed youthe trained by
the Youth Development Dnision was enhanced fom T 10000 o
T 20000 n mspect of the followang specified tedes: welding eleci-
cal mpaiing shop, beef fatening dairy farm, pisciculure, adic and TV
repainng shop, and wooden furliure workshop, The loan |JI'.I'Il| of

T 10000 per borower under the above credit scheme for all other
trades remained unchanged

61. In respect of refinance, Bangladesh Bank's policy continued 1o
be aimed at encouraging banks to rely mainly on ther own resources for

their credit operations. However, keeping in vigew the economic pnonties
Refinance

Pnlil.‘!.r and the need for seasonal credit expansion, Bangladesh Ean_l’. continued

to provide refinance accommodation 10 banks in case of genuine needs.
The basic features of the refinance programme followed by the Bank du-
ring 1985-B6 were.as under.
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i} Refinance Facility for Jute

Refinance facility to the extent of 30 per cent of the total credit
extended by banks to the jute sector was allowed at 8%  per cent
per annum. There was also provison lor addivonal sefinance on this acc-

ount al concessional rate in case of need

i} Hefinance against Pre-shipment Export Credit
for Non-traditional ltems

100 per cent of the pre-shipment exporl finance of banks less over-
dues was aligible. for refinence &t 3 concessional interest rate of
EYe  per cenl Pre-shipment export credit included packing credi as wall
. 83 credit extended against firm export contract/export L/C and working
capital finance extended o a 100 per cent expori-onented industry inclu.
ding fish—freezing units and industial umits working under customs’ bon-

ded arrangement exclusively for expart sale

ifij Refinance against Pre-shipment Export Credit for

Light Engineering and Electric Goods, Handicrafts

and Handloom Products
Refinance was allowed to banks at an miterast rate of 3% per cem
againgt pre-shipment expon credit, including packing credit for 3 non-
traditional  mems of expons, wiz, light enginesnng and electncal goods.

handicrafts and handloom products.
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W] Refinance against Tea othér than Packet Tea

Refinance against pre-shipment export credi for ea was allowsd 1o
the extent of 100 per cent ol outstanding advances |ess owerdues at

an interest rate of 8% per cent per annum.

vl Refinance for Credit to Sugar Mills

60 per cent of the credit extended by banks to sugar mills was eligible

for refimance a1 Bank Rate.

vil Refinance in Respect of Working Capital Loans to Industrias

Rafinance 1o the extent of 50 per cent of the credit limils sanctioned
by banks as working capital to industries established on or after July
1, 1984 was admissible at Bank Rame

vii] Refinance against Export Bills

Refinance facility was allowed to banks by way of rediscounting of
gxport bills and over-draft against export bills o the extent of &0
per cent and 100 par cont of the bills 6 espect of traditional and non-
~traditional exports respactively. The rate of intarest for refinance relating
to waditional items was B2 per cemt while that in respect of non-tradi-

tional items was 5%  per cent

viii) Refinance under Duty Drawhback Credit Scheme

Rafinance to the axtent of 100 per cent of loans extended wnder
Duty Drawback Credit Scheme was made available to banks free of

interest.



ix) Refinance for Financing Locally Produced Machineries

Refinance to the extent of 100 per cent of advances extended by
the banks against purchase of locally-produced machineries and egui-
pments was allowad at 2 per cent below the rate of interest charged

by banks concermned on such advances

) Refinance against Investment of Funds of the Banks
in Term Loan

Refinance was allowed at Bank Rate against disbursement made by
banks in financing projects involving advances beyond Tk, 050 crore

in each individual project in the priority sectors of the economy.

wxi) Refinance against BMRE Finance of Existing
Tannery Units

Refinance against finance for BMRE of the =wsting tannery umnits
was admissible to banks to the extent of 100 per cent of such fina

rnce 81 Bank RBate,

ull) Refinance against Advances in SEZ of Chittagong
Hill Tracts Region

Refimance faciliy was sdmissible to banks at an interest rate of 1.6
per cent toothe axtent of 100 per camt of the amount of local cume-
ncy loan/advances disbursed by them i the Special Economic Zones
{SEZ) of Chittagong Hill Tracts Region st @ concessional inerest sate of
& per cant
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DEVELOPMENT OF BANKING FACILITIES AND FINANCE

62 A wtal of 155 bank branches were opened in Bangladesh by
the scheduled banks during 1985-86 as ageinst 147 bank beanches ope-
ned during 1984-85. Four of their existing branches were, however, clo-
sed during the yesr. Thus the totsl number of scheduled bank branches
in the country Increased by 151 to 5114 as on June 30, 1986 as ags-
inst 4963 as on June 30, 1985, The scheduled banks opened 111 bran-
ches in the rural areas duning the year, raising the number of roal bran-
ches at the end of Junse, 1986 to 3446 or 67.38 par cent of total bank

Hmn{'h‘ branches in Bangladesh. The number of nationalised banks' branches op-

Expansion
erating in foreign countries stood at 12 as on June 30, 1986 a5 against
14 as on Jupe 30, 1885 [(one branch sach of Janata Bank in the LUAE
and Sonali Bank in the UK. was merged with their other branches opera-
ting there), The number of foreign banks operating in Bangladesh rem-
aired unchangad at 7 with thair 21 branches durmg 1985-86, The num-
ber of private sector banks in Bangladesh alsa remained unchanged at 8
during 1985-86. Tolal numbear of their branches increased by 33 1o G656
in June, 1986 fram 632 in June, 1985.

63. The Islami Bank Bangladesh Lid (IBBL) which was incorpora—
ed in March, 1983 and formally commenced business n Auvgust of the
same year i the only bank operating in Bangladesh under the principles
of lelamic Shartah. The business of the bank registersd significant growth
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during the year. Total deposits of IBBL increased by 567 par cenl 1o
Tk. 163.30 crores at the end of June, 1986 from Tk.104.23 crores at the
end of June, 1985 Financing /Investments made by |IBBL also increased
substantially by 51.6 per cent to Tk, 11846 crores at the end of Junae,
1986 from Tk. 7812 crores at the end of June, 1985 The number of
branches of the bank increased to 13 at the end of June 1986 from 7
at the end of June, 1985,

64. Bangladesh Bank cared out comprehensive inspection of 156
scheduled banks (nationalised and private, including foreign banks) dur-
ing 1985-B6 and their reports were sent o the concerned banks for tak-
ing necessary action. In addition, inspection of the LK branches of So-
nali Bank was camied out during the year. Further, summary and special
inspection of 168 branches of differant commercial banks were conducted
during 1985-86. lrregularities detected during inspection werg brooght 10
the notice of the concemed banks for taking necessary action.

65, For financing procurement and distribution of foodgraing by the
Government, @ sum of Tk, 50.00 crores was alloceted 1o the nationalised
banks and a counterfinance limit of the same amoum was allowed. by
the Bangladesh Bank during 1985-86. The outstanding amount against
the above counter-finance limit stood at Tk 1420 crores at the end of
Juna, 1986,

66 Bangladesh Bank sanctioned counter-finance limit of Tk 120.00

crares 1o the nationalised banks during 1985-86 for financing  procure-
ment and distribution of fertilizer by the BADC Quistanding counter-fina-
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nce against the same siood at Tk, 93,00 crores as on June 26, 1986 as
compared 1o the outstanding amount of Tk, 24 .00 crores as on June 27,
1985 Another counter-finance fimit of Tk 20000 crores was allowed 1o
Spnall Bank against hinancing procurement of pumps. engines and acces—
gones of shallow tubewells (STW) by BADC against which the enfire
lirmit remained outstanding at the end of June, 1986.

&7. Adeqguate finance from the banking system continued: to be
made available for Jute trade and jute mille during 1985-88 jute seazon,
The commercial banks sanchioned cash credit and packing credit [imits
for financing movement of raw jute as well &3 meeting the working cap-
tal  requirements of jute mills, Peak level utilization of bank credit by
Jute zector stood at Tk 146367 crores as on January 2, 1986 as aga-
inst pravious year's peak level utilization of Tk 1223.52 cromes as of
January 3, 1985 Refinante availed of by banks from the Bangladesh
Bank stood at Tk, 55836 crores at the end of June, 1986 as against
Tk. 172.B9 crores at the end of June, 1985,

68 As in the previous year, 8 total credit limit of Tk. 50.00 crores
was arranged from the Sonali Bank and the Janata Bank for the Sugar
mills under the control of the Bangladesh Sugsr and Food Industries Cor-
poration  (BSFIC) for financing production of sugar during 1985-86.
Peak level refinance availed of by thess banks during 198586 stood at
Tk. 1861 croes which was fully liquidated by the end of June,
1986.

69. Refinance a1 peak level availed of by banks from the Bangla-
desh Bank against their advances to the Bangladesh Petroleum Corparation
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Refinance {BPC) which had stood at Tk 6850 crores as on Movember 21, 1985,

:.;:::::um came down to Tk 20,00 crores at the end of June, 1T986. The refinance
Finance outstanding at end-June, 1985 was Tk. 16.60 crores
r
Refinance . The ouistanding amount in respect of refirance allowed 1o
:‘E:-I:::pmﬁnt banks by the Bangladeshh Bank against pre-shipment expart credit for
Export Credit non-traditional items stood a1 Tk, 71.18 crores at the end of June.
for Non-
1586

traditional
Items
Aafinance 71. A refinance mit of Tk 2.00 crores was allowaed 1o the Bangla-
:gﬁ"l':ﬂ desh Krishi Bank (BKB) on account of its advances to the Cotton Deve-

cally

Prodiaced lopment Board for procurement of locally produced seed cotion against
Seed Cotton which there was an outstanding of Th. 0.90 crore at the end of June,
1988

T2 Peak level outstanding in respect of overdraft/rediscounting faci-
Itez=  allowed to banks h'; the Bangladesh Bank aganst export bills

Export which stood at Tk 11.29 crorés a8 on February 6, 1986 came down io
Tk, 544 crores at the end of June, 1986. This compared with the outst-
gnding refinance ol Tk. 1248 crores at the end of Juns. 1985
73, Oiher refinance allowed by the Bangladesh Bank to scheduled
Other

Bafnince banks on varous accounts stood at Tk. 6571 crores at the end of
1985-86 sz against Tk, 12860 crores at the end of the previous. year
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DEVELOPMENT OF CAPITAL MARKET AND INDUSTRIAL FINANCE

o

74, The Dhaka Siock Exchange made substanbal progress dunng
1985-B6. The number of Public Limited Companies listed with the Excha—
nge increased to 7B from 69 in 1984-85 The investment climate impro-
ved | further with significant nse in activity in the stock market. Several
factors contributed to the improvement i performance ol the Stock Exch-
ange.- These included entry of new classes of investors, participation by
non-resident investors, government policies helping boost up public confi-
denc# and growing awareness among fthe companies themselves. The
Mew Indusirial Policy laid emphasis on faster growth of the private sec-
tor, and investors® response to the public offenng of new shares seemed
1o be encouraging. Besides, with the disinvestment policy of the Gowvern—
ment and prvatization of some public enterprises, more and more compa-
mies came forward to enlist theirshares with the Exchange. The total paid-up
capital of the companies listed with the Exchange stood at Tk. 20985
crores in 1985-86 as compared to Tk 201,75 crores in 1984-85, show-

ing an increase of 401 per cent over tha year

73, Trading in shares on the floor of the Dhaka Stock Exchange
recorded an uptrend during 1985-86. Total wrnover during 1985-86 was
6,70,399 shares worth Tk.3.44 crores which was 76.34 per cent bigger
in volume and 52.71 per cent higher in value as compared with those in
1984-85. In all. 10 companies offered shares worth Tk, 4.90 crores to
the general public for subscription during the year, With the exception of
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only ane company. shares of all the companies were oversubscrbed. In
some cases the premium on shares ranged from 25 per cent to 225 per
cent of their offer values. As against the total of Tk 4.90 cromes of capi-
tal offered By these companies, public response was valued a1 Tk 8.31
Crores teptnseﬂting an oversubscription of 69.6 per cent A total of 40
companigs  declared dividends ranging from 8 per cent w 60 per cent
Market capitalisation of the fisted companies increasad from Tk 304.82
crores fn 1984-85 1o Tk. 34365 crores in 198586

76, Total resources of the Investment Corporation of Bangladesh as
on-June 30, 1986 amounted to Tk 7918 crores consisung of the pad-
up  capital of Tk 10.00 crores, Government loan of Tk 1850 crores and
debentures worth Tk, 5068 crores issued in favour of the Bangladesh
Bank, the MNationalised Commercial Banks and the forelgn  commercial
banks. As against this, ICB made a total commitment of Tk. B8.66 crores
upto June 30, 1986 thus leaving a resource gap of Tk. 9.48 crores. The
Corporation did not have any line of loreign credit/investiment resources.
In order to improve its resource base, the possibility of securing financial
azsistance from the lslamic Development Bank (IDB), Imernational Fina-
nce Corporation (IFC) and Asian Development Bank (ADB) was being
explored,

77. During the year ending June, 1986 the ICB committed Tk, 1.21
crores for underwriting/bridge financing as against Tk. 585 crores com-—
mitted during 1984-B5. Tha Corporation committad Tk 0.34 crore for de-
benture financing during 1985-86 as against Tk. 0.28 crore in 1984-86.
Az investment support in the form of under-writing/bndge  and deban-

ure financing committed by other bnancial institutions decreased O
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Tk:D74 crore in 18B5-B6 from Tk. .75 crores during the preceding year,
total commitments made by the ICB and its consorium partiners also dec-
lingd to Tk 2.29 crores during 1985-86 from Tk.9.98 crores committed
during 1984-85. Since inception upto June 30, 1986, the corpomtion
committed f‘:l-nam:lal assistance of Tk, BBEG crores to 292 projects.

78. During 1985-86, the Bangladesh Shilpa Bank received a total
of 94 applications az against 65 applications received during 1984-85
Dunng the year, the Bank sanctioned loans amounting to Tk. S99.11 cro-
res which included Tk 8793 crores in foreign currency and Tk 1118
crores in local currency, During the preceding year total loans sanctioned
by the BSB had amounted to Tk. 6627 crores which included Tk, 63.51
crores in foreign currency and Tk. 276 crores in local cumency. MNotably,
as in the past year, all the loans sanctioned during 1985-86 were in the
private sector, indicating &0 encouraging response of the pnvate sector
to industrial wventures and opportunities.

79, Total disbursememt of loans by the BSB durng 1985-86 amo-
unted to Tk, 12.23 crores of which Tk. 5.B0 crores were in foreign cur-
rency and the balance of Tk 643 crores In local curency Projects in the
private sector claimed the entire amount disbursed during the year as
was the case in the preceding year also. Total disbursement dunng the
preceding year had amounted to Tk. ?B.B1 crores of which the foreign
currency component was Tk. B.58 crores. The BSB recovered an amoant
of Tk 41.72 crofes during 1985-86 as compared to Tk. 36./0 crores in
1984-85. Total amount of BSB loans outstanding (including overdues)
as on June 30, 1986 stood a1 Tk, 61073 crores as against Tk 567 40

grores as on June 30, 13985
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BO. The total amount of loans sanctioned during 1985-B6 against
loan applications received in the previous year stood at Tk 12.70 crores
g5 compared to Tk 16.80 crores sanctioned during the preceding year. Of
the total sanctions dunng 1985-B6, foreign curency and local currency
loan: amounted to Tk 900 crores (7087 %) and Tk.3.70 crores
(29.13%) respectively as compared to Thk. 9.98 crores (59.05%) and
Tk, 692 crores (40.95%) respectively during the preceding year, As in

the previous vear, no new loan was sanctioned in the public sector dur-
ing 198586

81, Dwring 1985-86, an amount of Tk. B.B3 crores was disbursed
by the B5RS as against Tk. 1975 crores disbumsed during the preceding
voar. Of the total disbursement, local currency and foreign cumency com-
ponents accounted for Tk 485 croves (B4.56%) and 4.04 crores
(4544 %) respectively as compared to Tk, 1862 crores (9428%) and
Tk. 1.13 croms (5.72%) respectively dunng 1984-86. During the year
under report, an amount of Tk 8.04 crores (B88.55%) was dishursed in
the private sector and Tk, 1.04 crores (11.45%) in the public sector.Com-
pared 10 this, Tk, 1788 crores were disbursed in the private sector and
Tk. 185 crores were disbursed in the public sector during the previous

yEar.

22. The BSRS recovered an amount of Tk, 34.38 crores during
198586 as compared to Tk, 26.12 crores during the preceding year. Of
the 1otal recovery dunng the year, the public and private sechorfs accoln-
wd for Tk. 1321 crores (38.42%) and Tk: 2117 crores (61.5B%) respect-
vely as compared to Tk 1200 crores (4594%) and Tk 1412 crores

(54 06%) respectively during the preceding year,



B3. The total outstanding loans of the BSRS as on June 30, 1986
stood at Tk 670.00 crores as compared to Tk 62185 crores as on
June 30, 1385,

B4, The commercial banks played an active role in the promotion
of capital market in the country through their paricipation in debenture
financing of the sector corporations such as HBFC, ICB, Petrobangla,
BCIC and BSFIC, Total debenture fimapcing by the nationalized private
and foreign Ccommercial banks a5 at the end of June. 1986 siocod al

Commercial 1. 76777 crores as comparad 10 Tk.669.96" crores at the end of June,

Banks

18985, Besides, commercial banks made advances 1o the members of the
otock Exchange against the secunty of ther shares listed with the Exch-
ange. Advances against Stock Exchange securities (including Government
and other trustee securities) a5 at the end of June, 1986 stood at
Tk, 17.52 crores as compared with Tk 5661 crores at the end of

June, 1985,

A= Rewvised
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AGRICULTURAL AND RURAL FINANCE

85. The Annual Agricultural Credit Programme for 1985-86 envisa-
ged an overall credit target of Tk, 1275.00 crores against Tk. 1150.00

crores during 1984-85 Of the total, Tk. 596.00 crores or 468 per cem
was- earmarked for crop financing (other than tea), Tk, 136,00 cromes or
10.7 per cent for tfinancing purchase of imigation equipments and
Tk. B43.00 crores or 426 per cenil for other agricultural activities®. This
compared with the targets of Tk.G15.00 crores and Tk. 14500 crores
for crop financing and financing purchase of imigation egquipments respec—
tively and a separate provision of Tk. 390.00 crores for financing other
agricultural activities dunng 1984-85.

86. The annual crop credit system which was introduced in
18984-B5 1o ensure orderly fow of credil to finance the country’s major
crops production remained i force dunng 1985-B6. Under this system,
credit allocations are made at a tme to individual former loanees on the
basis of their respective annual production plan; Credit requirements are
estimated a5 per credit norms and needs of the intending borrowers. For
gnsuring proper utilization of loans and smooth functioning of the sys-
tem, credit is generally disbursed on the commencement of the crop sea-
son and all transactions relating (o loan sanctioned ame carmed oul thro—
igh Credit Pass Book of respective bormowers introduced  for  the
PUrpOSe.

* These: inchide [nancing o plough eotile; dairy, poultry, liskery, cold stoeage. mankating and
procesanp of agriculiural products, tea industry, e
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87, As agaminst the target of Th. 596.00 crores for financing crop
production {other than tea) during 1985-B6, an amownt of Tk 12473
crores of 209 per cent was disbursed by the participating credit  institu-
tions (PCIs). This compared with the disbursement of Tk 514.87 croses
during 1984-85_ Financing of irigation equipments during 1985-86 stood
at Tk, 8083 crores or 594 per cent of the target which was Tk. 29456
crores or 267 per centl lower than the disbursement of Tk, 110.28 crores
during the precading yvear, Financing of other agriculiural activities dumng
1985-86 amounted to Tk. 359.06 crores which was Tk 165.69 crores or
3.6 per cent lowes than Tk 52475 crores disbursed in 1984-85. Total
dighursemaent af agncultural credit under all the programmes laken toge-
ther dunng 1985-86 thus stood at Tk 564.62 crores against the targer of
Tk, 127500 crores as compared with Tk 114984 crores disbursed during
198486, indicating a dechne of Tk 585322 cromes ar 509 per cent over
the year. The decline in disbursement was due mainly to introduction of
"Credit Pass Book™ which eliminated fake borrowers and non—ssuance of

freah loans o the defaulter loaneses

B8. The recovery target for T9E5-8B6 was set al Tk, 92500 crores
against which all the agneultural lending nsttutions recovered a  total
amount of Tk, 610.39 crores or B8  per cent of the target. This was;
however, 4.5 per cent highar than the recovery of Tk, 583.90 crores during
18984-85, Outstanding agricultural credit a5 at the end of June. 1986
stood at Tk 34092 crores as comparad with Tk 3034 24 crores al the
end of June, 1985, showing an increase of Tk, 374.96 crores or 124

per cent over the vear.
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89. A comparative position of credit operations under the Annual
Agricultural Credit Programme for 1984-85 and 1985-86 is presented in
Table 6.1, <

TAHELER 1

COMPARATIVE POSITION OF CREDIT OPERATIONS UNDER ANNUAL
AGRICULTURAL CREDIT PROGRAMME DURING  1984-85 AND 13985-B6

(Taka in crones)

% ch
Particulars 1084-85 |1985-88 | O o0 one
the year
1. Target for Disbursement 1150.00 127600 +10.87
a) Crop Financing
[ Other than tea) 615.00 h86.00 - 309
b) Finanging of
Irmigation Equipmeards 145.00 136.00 = E21
c] Other Agriculural
Activities (including tea) X 390.00 543.00 +39.23
2, Actual Disbursement 1149 84 BEd4 62 - 5090
a) Crop Financing 51481 124,73 =877
by Financing of
Irrigation Equipments 110.28 80.83 -28.70
o} Other Agriculiural
Activities(including wea) 524 75 359.06 -31 58
v 3, Ovérdue (As on June 30) 1158.89 1534.35 +32.40
4. Recovery 583.90 610.39 + 4,54
&. Dutstanding {As on June 30} 303424 340920 +12.36

B7



80, Table 6.2 shows the operations of agncultural credit by types.

TABLE 5.2

DISBURSEMENT OF AGRICULTURAL CREDIT BY TYPES

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

Particulars 19B4-85 1985-86 | % Change

Total Agricultural Credit 1149.84 554.62 —~50,80

1. Shori-tarm Loansg BOG.60 330.18 - 58.08
(70153 (58.48)

a}Crop Loans{athar than tea) 514 81 12473 716,77

b) Other agricultural activities 29179 206.486 ~29.59

i} Crop Loan for tea 85.75 93.43 v B.96

i) Others 208.04 112.03 - 45.63

2. Long-term Loans ; 34324 234 43 -31.70
(29.85) {(41.52)

a) Irrigation Equipments 110.28 80.83 ~268:70

¢ b) Other agriculiural activities 232 .96 153.60 -34.07

i} Plough animals 87.62 46.51 - 46 92

i) Others 145.34 10708  -2632

Motes | Figunes in breckeds indicaie percanagpas of ojal orediil.

91, It may be observed from the above table thalt disbursement of
short term and long-term agricultural credit declined by 59.06 per cent
and 31.70 per cent respectively during 1985-86 as compared with the
fncrease of 12.08 per cent and 19.40 per cent respectively in 1984-85
The shares of shor-term and long-term foans in total credit swood &1
5848 per cant and 41.52 per cent respectively in 1985-86 az compared



with 7015 per cent and 2985 per cent respectively in 1984-85 While
shos-term crop loans other than those Tor 1ea recorded a s:gnificant dec-
line of 75.77 per cent, those for tea recorded an increase of B.96 per
cent during the year, Term loans for financing purchase of imgation squip-
ments . mcorded a decline of 2670 per cent dunng 1985-86 as compa—
red with a decrease of 2.36 per cent in the preceding year. Term loans
tor plough animals and other purposes declined by 34.07 per cent dur-
img 19B5-86 as against an increase of 3349 per cant duning tha prece-
ding vear

92. Table 6.3 shows the position of disbursement of agncultural credit

by SOUFCES :
TABLE 6.3
AGRICULTURAL CREDIT BY SOURCES
i Taka in cromes)
15984 1
S 984-85 985-86
Agencies Crop Loan Crop Loan
roi othér than 1ea o other than 1e2a
BKE 614,73 154,50 38506 3335
(-78.39)
FCBs 3B3.20 261.03 81.89 3516
(=B6.53)
BRDB fUCCAs 123.61 7629 9368 4572
(-38.76)
BSHL 28.30 2299 13.99 8. 46
{-58.85)
Total: 1149.84 514.81 564.61 124.73
|=50.90) (=75.77)

Mot Figuies in bracke indicass gy aadage Shangs e (he paar



93, The above table indicates that the supply of crop loans from all
the participating credit institutions declined significantly during 1985-86.
While crop financing by the PCBs, BRDB-UCCAs and the BSBL dech-
ned by 7465 per cent that by the BKB declined by 78.39 per cent
durning the year.

894, Table 64 shows the percentage shares of agricultural credit by

S0oUNCas :

TABLE G4

PERCENTAGE SHARES OF ﬁGHIEULTUHAL CREDIT BY SOURCES

1884-85 1985-86
Sources/ Crop Loan | Irrigation Crop Irrigation
Agencies Toial | other than B Total [ sanotherd equip=
tea ments ihan lea | ments
BKB 5346 2613 942 6466 2677 062
PCEs 3336 BB1S 3.28 1627 2819 11.28
BRDBAUCCAs 1078 61.72 3218 1659 37.46 5R.10
BSBL 2,48 81.24 -— 248 T.58 —

85. The sbove table indicates that BKB continued to remain the
major sourcé of agricultural finance in the country and its share in total
agricultural credit increased from 53.46 per cenmt in 1984-85 to 6466 per
cent in 18585-B6.

86, Refinance availed of by all the credit agencies taken ogethesr
from the Bangladesh Bank during 1985-86 amounted to Tk. 263.17 cro-
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res as compared 1o Tk, 789934 crores during 1984-85. Thiz includes a
Refinance refinance of Tk.B0.13 crores ageinst Tk, 82.93 crores sanctioned 1o the

by li Bank during the inst its lending to the BRDB/U
Saigiadesh Sonali Bank during VEAr aga ending ] CCAs for
Bank financing purchase of irigation equipments. Detailed position of the Bang-

ladesh Bank's refinance to different lending institutions during 1984-85
gnd 1985-86 is shown in Table G5

TABLE 65
(Taka in crores)

Cradit 1984-B5 1885-86
Agencies

Sanction Disbursemeant Sanction Disbursaman
BB 488.20 362 87 114.00 109.498
PCBs 351.09 348 94 41.57 4357
BSEL 28.25 2815 28.98 12.10
Sanali Bank -
BROB 85.00 59.38 B2.93 BO13
BRDB — — 10.00 7.38
Total: 952.54 799.34 277.48 263.17

87, The outstanding bomowings of the PCls from the Bangladesh
Bank stood at Tk. 137086 crores at the end of June, 1986 as against
end of June, 1985, showing & decrease of

Outstanding Tk. 140253 -crores at the

Borrowings Tk 3167 crores or 2.26 per cent over the yesr. The individual position of
outstanding borrowings by the PCls from the Bangladesh Bank during

of the PCls

1984-85 and 1985-86 is shown in Table 6.8 .

il



Loans for
Pond Fishery

TABLE 66 {Taka In I:'I'DI'HEJ-

Credit Agencies 1984-85 1985-86 % Chenge over
the year
BKB 1024 48 111243 - BE9
BSBL 3872 33.56 1333
PCBs 271.95 7414 7274
Sonali Bank-BRDB 59 38 139.50 + 13493
BRDB 8.00 1nat « 3863
Total: 1402.53 1370.86 —~2.26

Programmes/ Projects under Agricultural Credit Department (ACD)

98. In addition 1o the agricultural credit programmes reviewsd in the
preceding paragraphs, some specific programmes/projects s financed
under the supervision and guidance of the Agricultural Credit Department
{ACD) of the Bangladesh Bank to help various disadvantaged groups of
farmers and other mral poor who had [tk access to  institutional
credit

99. Under a programme for financing pond fishery, the PCBs and
the BKB disbursed an amount of Tk. 3.63 crores during 1985-86 as agai-
nst the target of Tk. 13.06 crores. This compared with the disbursement
of Tk. 7.23 crores during 1984-85, indicating a decrease of 51.18 per
cent over the year. Agency-wise disbursement of loans under the progra-
mme during 1984-85 and 1985-86 is given in Table 6.7.

TABLE 6.7 [Taka in crores)
: % Change ovel
Agencies . 18984-85 198586 the year
PCBs 060 0.06 50,00
EKB ‘E"E-E 3- 4? —4? (1]
Total: 7.23 3.53 -51.18

T2
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100, In order to promote cold storage facility for presenvation of
potatoes in theé country, the PCBs and the BK8 together disbursed an
amount of Tk, 28.31 crores cul of the farget of Tk 3500 crores during
1985-86 s compared to Tk 37.98 crores during 1984-85, indicating a
decrease of 26.46 per cent over the year. The source—wise disbursement
of loans under the programme during 1984-85 and 1985-86 is shown in
Table 6.8 .

TABLEGB
{Taka in crores)
5 Change over
AQEncies 19854-86 1885-86 the year
PCBs 25.01 13.86 44 62
BB 12.97 14.45 « 1024
Total: 37.98 283 —256.46

101, Under the Bural Finance Project (RFP) which started function—
ing wnder a grant Agresment signed between the Government of Bangla-
desh and the U.S.A on Avcgust 15, 1983 with the aim of creating an
economically viable rural financial system for  Bangladesh, the USAID

released U.S, §.75 million in three equal instalments.

102. The Bangladesh-Swiss Agricultural Project (BASWAFP) on post-
harvest technology, storage facility and marketing credit for small farmers
and -share-croppers which compléted its first phase in June: 1883 was
renewad for another six years and half {i.e. upto 1990} under the name
BASWAP-I| 1o be implemented in phases. The period 1984-B5 has been
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sarmarked for phase-| while phase-il will be undenaken during the pe—
riod 1987-80. Out of 14 godowns to be constructed during the period of
phase-l, construction of 12 godowns ware completed and these were
brought into use for storing grains. The recovery position under the pro-
ject worked out to 93.00 per cent of disbursement during 1986-86. Bank-
wise credit position of the project uptothe end of June, 1986 s shown
in Table 69 .

TABLE 6.3

CREDIT OPERATIONS .UNDER BASWAP-11

1985-86)

Mame of Mumber of | Ouantity of Amount Amount
Finanaing Farmers Foodgrains dishursed recoverad
Banks./ Arnaa under the siored (md. ) (Taka in [Taka in

Project crore) Crore )
Sonali Bank
{Bodd Linion) 7200 34362 041 0.39
Rupal Bank
iSatnala Union) 3642 24865 0.31 0.28
Total: 10842 58927 0.72 0.67

103, The Shwanirvar (self-reliance) Programme launched in 1978 for
financing income and employment generating activities in rural areas con-
finued fts operation with ‘Paddy Husking Loan Scheme’ stared in 10
Thanas [now Upazillas) of 10 districts. Frauanﬂ; the stheme covers 75
Lpazillas of 19 (old) districts of the country, Separate S-member target
groups for men and women aré organised for financing under the scheme,
each member of 8 group owning not more than 040 acre of cultive-
ble land or having yearly income of not exceeding Tk 6.000.00. Tha
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PCBs and the BKB extend short-term loans of &8 maximum amount not
exceeding Tk. 500000 per party out of thelr own resources at an inte—
rest rate of 13.00 per cent (excluding service charge) per annum, Agen-
cy-wise performance of the scheme oplo June 30, 1988 i shown in

Tabke 610,
TABLE 610

LENDING UNDER SWANIRVAHR PROGRAMME
{Cumulative Position a5 on June 30, 1886)

(Taka in crares)
Cradit ‘ Armount Amount Amount Amount
Agencies Disbursed | Recovered | Outstanding | Owerdue
MNCEs 37 57 22.05 18.76 B.53
Uttara &
Fubali Bank Ltd. 28 1.73 0.88 0.44
BEB 1545 9.28 7.08 1.92
Total: 55.53 33.06 26.72 10.89

104 An Action—cum-Research project on small farmers and fand -
lggs labourers, popularly known as ASARRD [&man Sur;rf.".' on Agnaul -
tiral Reform and Rural Devslopment) which was miroduced i March,
1876 under the joint sponsgrship af the FAQ/UNDP and the Minstry
of Local Gowernment. Rural Development and Co-operatives of the E_l;wen
i of. Bangladesh with the objeciives of improving the social
antdl etonomic condibons. of small farmers and landless labaurers: of the
country through integrated pogrammes: for increasing  productivilty. income.
empiaymiant opporiunities  and  mobilizing  available farm  resources

and savings as also for waining of farmers and officers for promoting

Fi-



group aclion 0 accelerating  development concluded 115 second phase
of operatione in Jume, 1985, In the lirst phase (1976-80) sbout 230
groups of target people in 12 wvillages of Mymensingh, Comilla and
Bogra districts werg given supervised credil amounting © Tk 80.00
lakhs by .Janata Bank which 5 the participating agency for the pro-
ject;, The second phase (18380-85) which was underaken in four disi-
picts viz, Mymensingh, Comilla, Bogra and Rangpur at a revised cost
of apout Tk, 300 crores to cover 200 villages continued during
198586, Credit disbursed under the scheme on the basis of bosro-
wer's production plan upto the end ol June, 1386 amounied 1o
Tk, 2. 11crores against which Tk, 203 crores or 96,20 per cent of dis-
Dursement was recovered. Savings mobilized under the project amounted
o Tk.0.23" crowe

F 4 105. Unpder a credil agreamant glgnad botwean the Government of
Bangladesh and the International Fund for  Agnculiural  Development
(IFAD}. & Tk 10,00 crores scheme for small farmers was launched in
February, 1980 in three old districts viz., Jessore, Kushiza and Fandpur.

The scheme defines the target group of small farmers as those cultiva-

Special tors having not more than 3.0 acres of land The main emphasis of
Credit the project was given on shorm-term production credit. Other off-farm
Schemefor

Small Farmers aciivities like pond fishery, lvestock, poultry, small and cottage  Indust -
underIFAD  ries, purchase of agrculiral machineros, etc. wers also financed under
g the scheme Encompassing 4.650 willages mn 644 unions of 1the three
districts, the scheme extended credin amounting to Tk: 1867 crores
upto June 30, 18986 Break-up of oredit operations under the scheme

is shown in Table 611

P= Prayisianal
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TABLE 6.11

CREDIT OPERATIONS UNDER IFAD
(Upto June 30, 1886)

{Taka in crores)

Banks Disburse- | Due for Recovery Owver- -D.utsmﬂ-
ment recovery due ding
NCBs 5.36 B8.07 5.76 2.3 235
Pubali Bank Ltd. 0.48 0.68 .56 12 0,26
Uttara Bank Lid. 0.07 012 0.09 0.03 0.03
BKB 12.76 11.86 8.66 3.20 6.05
Total: 18.67 20.73 15.07 5.66 8.69

106. In an atfort to stengthen the operations of the TCCA # KSS
Cco-Operalve systam as owell as thoae of the BRDE and K55S ¢ BSS #
MS5 in the rural financial sfructure, @ second Aural Development Pro-—
ject (RD-1l Project) was undertaken i March, 1984 for operations in
13 old distnets, namely, Dinajpur, Rangpur, Bogra.  Khulna, Bansal,
Patugkhaly, Dhaka, Mymensingh, Tangal  Jamalpur, Comilla, Sylhel and
Chittagong. The project is being financed under grantsSoredit from (DA,
tha CIDA and theuNDP A Development Credit Agreemant (DCA) with
IDA “and a Memarandum of Understanding for a grant fram the CIDA
were signed by the Government of Bangladesh which would enable
the Bangladesh Bank to receive, through & Subsidiary Loan  Agree-
ment {SLA} with the Govemnmment, WS dollar eguivalent to SOR 7046
millian as 104 loan and C % 1346 milbon as CiDA grant The Bang—
ladesh Bank will provide afinance tacility ta the Sonali Bank 1o the
axtent of 90,0 per cent of its project loans m lour  categones
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Rural
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A1) Agricultural MT Credit. (i) Agrcultural ST Credit. (i) Marketing go-

downsol UCCAs; and (iv) Rural Poor Programme: Both the Bangladesh
Bank__'and the. Zonali Bank will bear a pomon of the Project locans
gut of ther own resources As on Juna 30, 1986 on  amount of
Tk. 91, 25 croresunder this project was. given 1o the Sonal Banl; as refin—
ance agamst s disbursement of Tk 10081 crores. The Bangladesh
Bank meceived Tk. 2883 crores from DA againgt its refinance and alzso
Tk.8.76 crores as advance t© special account for import of irigaton
BQUIDMEnis

107, The Governmant of Bangladesh signed a loan  agreemant
with the Asian Development Bank [ADB) for LS & -:lE.'D million and
with the International Fund for Agrgultural Development (IFAD) for
SR 137 million on 20th Apeil and 18th Aprl. 1983 respectively for
the purpose of undertaking North-West Rural Development Project for
opgration 0 b2 upazillas of old Raghahi, Pabna and Kushtia distrcts
For providing refinance facility 10 the Sonali Bank -agamst s disburse-
ment of short and mediom term lgans 1o landiess and feal poor famm-
ers’ through BRDB's UCCASBSS/MEBESS system for promoting 8gricul-
el Investock  and  wanous  off-farm  activities, the Bangladesh Bank
would recewe an amount eguvalemt 1o US S 600 million and SDR
274 million through a Subsidiary Loan Agreament [(SLA). Bangladesh
Bank's rmefinance to Sonali Bank against their disbursement to iarget

borrowers stood at Tk, 9542 lakhs as on June 30, 1986
Projects under RCPD

108. The Rural Credit Project Department (RCPD) of the Bangla-
desh Bank is entrusted with the responsibility of preparation, implementa—
tion, monitering and supervision of 8 number of Projects/Schemes relfa-
ting to vanows incoma and employment generating activities in rural areas

of the country.
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Minor Irrigation

108. The schemes for various components for lending wnder Agn-

Lending gultural Credit Project-1 {IDA Credit No. 1147-BD) involving an amount

E’r'::_m“ equivalent 1o US § 62.40 million (including a price contingency of US
it Mo,

1147°BD § 14.30 million) were introduced by the RCPD which are brefly reviewed

in the following paragraphs. The Project was originally scheduled to end
in June, 1985 but subssguently extended upto December, 1986

110. Of the various components for financing of sale and instaila

tion of minor imgation equipments like shallow wbewells (STW) under

Fi [ f
E;:I'::::gu IDA Credit No. 1147-BD was launched from July, 1987 in Rapshahi Di-

Installation of vision, Under the project. a total of 214 STWs were sold and installed
Eaukpribnts during 19BB-86. This brought the total number &f STWs installed under
the project to 33,734 as against the target of 40097 S5TWs w0 be com

missioned within the project penod

111. Another scheme drawn under the above IDA Credit provides
Financingof  for financing of grain storage, village mechanics and agricultural  work -
smigfmmgﬂ' shops. Under the scheme, the participating credit institutions together dis—
Mechianics bursed a sum of Tk.15.88 lskhs for construction of 4 grain storages while

i another sum of Tk, 0.14 lakh was sanctioned to village mechanics during

Agncultural
Warkshop 18985-86. There was no disbursement against agricultural workshops dur-
ing the yvear.
Gl 112. Other diversified lending of funds introduced under the above
©®r

Divarsified IDA Credit include financing of cattle purchase, beef fattening. rural tran-
Lending sport, pond fishery, small scale dairy, atc. A sum of Tk.B.50 crores was
disbursad by the paricipating cradit instutions upto March, 1986,
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113. The Bangladesh Bank provided a total of Tk. 598 crores as
refinance to the participating credit institutions ({Sonali Bank. Janata
Bank, Agrani Bank and BKB) for financing of varous components under
the IDA Credit Mo 1147-BD during 198586 The cumulative amount of
refinance provided by the Bangladesh Bank to the PCls under the above
Credit and reimbursement thereof upto the end June, 1986 stood at
Tk. 9435 cromes and Tk, 69,77 crores respectively,

114. Pedormance of otheér schemes / projects  introduced by the
RCPD for financing by the NCBs and the BKB out of ther own
resources with refinance facility from the Bangladesh Bank are summari-
zed below ;

116. Under the ‘Rural Housing Financing Schemse' introduced in
January, 1984 for financing construction of seme—pucca dwalling houses in
rural areas [(outside Municipal areas and Upazilla Head guarters) the parti-
cipating credit institutions (NCBs and Grameen Bank) together disbursed
an amount of Tk 1629 crores upio June 30. T986. The scheme provides
for long-term loans of Tk, 38.000 and Tk. 65,000 per barower for cons-
rruction of semi-pucca houses having plinth area of 250 stt. and 425 sfo
respectively at an interest rate of 50 per cenl per annum and & repay-
ment period of 27 years (including grace period of 2 years)

116. The PCls (NCBs and BEB) disbursed Tk. 0.11 <rove and reco-
vered an amownt of Tk, 011 crore during 1985-86 under the Banana
Plantation Fimancing Scheme which now covers a total of 82 Upazillas,
Since inception of the scheme in 1980 upto the end of June, 1986 the
PClz disburged a total amount of Tk, 3.68 crores: against which Tk 1.16

crares was recovered upto June 30, 1986,
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117, Under whe Rural Transport Financing Scheme, tha PCls disbur—
god short and medium-term loans amounting 0 Tk, .19 crore and meco—
vered a sum of Tk.0.22 crore during 1985-86. Cumulstive disburse-
ment ;of loans since incepnon of the scheme in 1981 upto the end of
June, 1986 amounted to Tk, G886 crores against which Tk 2.68 crores

was recovered upto  June 30, 1986.

118. The Shrimp Culiure Financing Scheme which was introduced
Chatta -
gongand Cox's Barzar districts. &% against the allocation of Tk 1050 cro-

in 1980 now covers 23 Upazillas of Khulna, Bagerhat, Satkhira,
res, the PCls disbursed an amount of Tk 520 crores and recovered
Tk.5.17 crores during 1985-86. This brought the total financing under
the scheme o Tk 2923 crores ageinst which a sum of Tk, 1317 crores

was recoversd upto the end of June. 71986,

119, Under the Lac Culture Financing Scheme introducéd for finan-
cing cultivation of lag and shetlac in Chapal Nawabgan] district, Agrani
Bank disbursed 1.86 lakhs and recovered Tk, 230
lakhe (including nterest) since inception of the scheme n 1981 upto the
end of Juns, 1986

an amount of Tk

120, Under the Rower Pump Financing Schema which presently
covers 112 Upazillas of 33 districts, the PCls were given a target for
financing purchase of 23,245 rower pumps.a low cost Manually QOperated
Shallow Tubewells for Irigation (MOSTI) innovated by the Mirpur Agri-

cultural Workshop and Teaining School (M AWTS), inveolving an amount of

Tk. 3.37 crores. The PCls disbursed an amount of Th. 3.04. lakhs and
recovéred a sum of Tk.1.57 lakhs during 1985-86. Total loans disbursed
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under the Scheme since its inception in December, 1982 upto the and
of June, 1986 amounted to Tk, 7.12 lakhs of which a sum of Tk. 263
lakhs was recoverad.

121. With a view t increasing the supply of meat and eggs by
ancouraging establishment of commarcial poultry farms, a credit scheme
#,

Commercigl Was launched in Movember, 1983 in somes salected areas around Dhaka

I_PBMII:“] city, Sonali Bank and Agrani Bank disbursed an amount of Tk, 7.30
roilar

Financing lakhe during 1985-86. Total amount disbursed since inception upto June
Scheme 30, 1986 amounted to Tk 2369 |akhs against which a sum of Tk, 057

lakh was recoverad.

122, With a view 1o improving the professional skill of bankers in
the dispensation of rural credit, the RCPD aranged 24 bagic courses
and 18 follow up courses through training institutions of the PCls under

;L“I::i"?”f which @ total of 536 bank employees received waining during 1985-86.
Employees In addition, 1021 officials and employees of the PCls received training in
Refreshers’ Courses at tha taining institutes of the PCls Besides, 17 ma-
nagement level officials from the Bangladesh Bank and tha PCls attended

a Trainers’ Training Programme during the year.

123, The Agriculiural Credit Inspection Department (ACID) of the

Inspection Bangladesh Bank conducted comprehensive/summary inspection of Co—

of Bank
Brancheswand Operative institutions, branches of the BKB and branches of commercial

Cooperatives panks (NCBs, Uttara Bank Lid. and Puball Bank Ltd) during
1985-86.
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The Gramesan Bank

124. The Grameen Bank started as a project in June, 1978 with
the objective of providing financial resources to the poor on reasonahble
terms and conditions they can generate productive self-employment with—
out any exiemal assistance. After |ts initial success and in recognition of
the need for a8 separaie financial institution for the rural poor, the Govern-
ment through the Grameen Bank Ordimance, 1983 established the Gra—
meen Bank on September 4, 1983 as an independent bank with tha
main functions of providing credit with or without collateral security in
cash or in kind to landless persons for all types of economic activities
including howsing, but excluding business in foreign exchange wansac—
tions.

126. From the start of operations as an independent bank from Octo-
ber 2, 1983, the Grameen Bank has made significant progress in rural
banking. It embarked on a programma for increasing the number of bran-
ches from 102 at the end of Juna, 1984 to 500 by the end of Juna,
1988, In support of this expansion programme, IFAD agreed to provide 3
goft loan of SDR 23.80 million at an interest of 3.0 par ceml per annum
in respect of which an agreement was signed between the Government of
Bangladesh and IFAD on March 25, 1985. By the end of June. 1986
the number of Gramesn Bank branches rose ta 241, The Grameen Bank
also gets refinance support from the Bangladesh Bank for its rural hou-
ging scheme as well as for normal lending operations at an interest rate

of 4 par cent and B.5 per cent per annum respectively,

126. The Gramesn Bank started a new scheme during 1984-85 for
construction of simple tin-roof houses for its members under which one
can borow upto a maximum of Tk 18,000, As a boost up to rural hou-
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sing, nearly 1811 houses were constructed under the scheme upto the
end of June, 1986. Total disbursement of loans under this scheme amo—
unted to Tk, 2.37 crores upto the end of June, 1986,

127. The Grameen Bank operations also received encouraging respo-
nse o investments in collective enterprises like owning and operating
shallow and deep tubewells, rice and oil mills, power looms, and under—
taking joint cultivation through leasing of land, pond, etc. Total cumula-
tive disbursement of loans for investment in such collective ventures amo-
unted to Tk, 5.65" crores at the end of Junas, 1986,

12B. The Grameen Bank recorded rapid increases both in its number
ol borowers and disbursement of loans during 1985-86. Total disburse-
ment of loans during 1985-86 siood at Tk 4587 crores which was
16899 par cent higher than the disbursement of Tk, 3921 crores during
18984-85. Since inception of the Bank [as a project) in June, 1976 upio
the end of June, 1986, the Grameen Bank extended collateral-free loans
amounting of Tk, 118.69" crores to 1,899,869 landless people of whom
1,39.814 or 6995 per cent were women, Of the total disbursement ol
Tk.118.89 crores, an amount of Tk.82.03 crores or T77.54 per cent was
paid back by the loanees in weekly instalments. By the end of June,
1986 a total number of 4,330 villages in 13 diswricts {new) wers bro-
ught under the purview of the Grameen Bank operations through its 241
branch net-work. The proportion of overdus loans remained quite low at
406 per cent due to the Grameen Bank's specialised system of intensive
credit supenvision, d

P Frovispnal

* mcludes Te 1531 crores disborsed by the PCBs and BXB undar the GEP uplt Sepember 30
1881 L&, priod o comerson of GEF o & full-fisdged Bank byl sacides inan dishsad for
consfaction af nural howrses,
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1289. Total group savings (including contributions to emaergency
Fund) under the Grameen Bank &t the end of June, 1986 amounted to
Tk. 12.35 crores which was 31.47 per cent higher than Tk.6.45 crores
at ‘the end of June, 1985.
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FANANCING OF SMALL AND COTTAGE INDUSTRIES

130. Under IDA Credit Mo. 1065-BD which became effective from
January 15, 1981, an amount equivalent to SDR 22.87 million was origi-
nally made available o the Bangladesh Bank for extending refinence to
3 participating credit institutions (PCls) wiz., the Sonali Bank. the Janata
Bank and the Agrani Bank, The said credit was subseguently enhanced
to SDR 2467 millon during 1285-86 by transferning SDR 1.80 milllon
from the technical assistance component of the Credit, Its wvalidity expired
on June 30, 1986, Though SDR 24.67 million was available for refi-
nance, tha cumulative amount that could be committed upto June 301986
stood lower at SDR 23.70 million due to fewer number of sligible praject
proposals.

131. Under the programme, the PCls provided term loans for estab—
lishment of Small and Cottage Industnies (SCI) projects in the private sed-
tor as per prescribed eligibility criteria of the Credit. The lending rate of
interest charged by the PCls from the SCI bomowers was 13 per cent
per annum with no extra premium or service charge.The maximum period
of the individual loans 'n-h"hmr- inclusive of a grace period of 3
years, Tha Bangladesh Bank provides refinance for the similar perod to
the PCls at 3 differant rates of interest, depending Upon the size of

loans as under:
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iy Faor lpans not exceeding Tk. 5 lakhs at 5 per cent per annum.

il} For loans above Tk. 5 lakhs upto Tk. 15 lakhs at 6 per cent per

BN,

iii} For loans above Tk. 15 lakhs upto Tk. 30 lakhs at 7 per cent

PEr annum.

132, The funds received under the above Credit arangement ang
kept in the IDA Credit Account maintained with the Bangladesh Bank.
Withdrawals made by the Bangladesh Bank from 1DA Credit  Account
apainst the refinance provided tothe PCls constitute the Bangladesh Bank's
subsidiary loan from the Government of Bangladesh at rates of interest 2
per cent below the rates at which comesponding refinance has been pros
vided The Bangladesh Bank is to repay the -subsidiary loan 10 the
Government of Bangladesh in 15 years inclusive of § years grace period.
Funds withdrawn from the Credit Account am to be repaid by the Governs
ment of Bangladesh to the IDA in 50 years which include a grace
period of 10 years.

133. During 1985-88, the Industrial Credit lpmmum {ICD) of the
Bangladesh Bank approved 70 new projects involving loans amounting to
Tk. 9.98 crores for refinancing under the above IDA Credit. Total dishurse-
ment of mefinanceé by the Bangladesh Bank to the PCls under the Gre-
dit during 1985-88 amounted to Tk.9.47 crores. The cumulative disburse-
ment of refinance since the beginning of operations under the Credit
in January, 1881 wpto June 30, 1986 amounted to Tk. 47.39 crones.
The bank-wise position of refinance under the Credit is shown in
Table — 7.7,
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TABLE 71

{Amounts in crore Taka)

Disbursement ol Cumulathmea Refinance Dut-
PCls refinance during disbursement standing as on
1985-86 of refinance upto | June 30. 1586
June 30, 1986
Sonall Bank 519 18:11 15711
Janata Bank 165 16.49 12.38
Agrani Bank 263 11.78 8.5
Total: 9.47 47.39 38.06

134. Cumulative number of loan cases approved for refinance upto
June 30, 1986 stood at 690 for a total amoumt of Tk. 62.42 crores since
the baginning of operation of the Credit in January, 19871, Sire—wise and
bank-wise break-down of the loan cases sanctioned by each of the three
participating commercial banks ware shown in Table. 7.2

TABLE 7.2
(Amount in crore Taka)

Sonah Bank Janars Bank Agrani Bank Todal
Sers o) Lonna

Mo | Amount | Mo | Amaanat | Me | Amount | Ko | Amount
Upto Tk. 5 lakhs 169 510 104 284 18 060 281 854

™

Abhove Tk, b lakhs
& upta Tk. 15 lakhs 99 1006 106 4995 96 869 300 2870
Above TE, 15 lakhs
B upto Tk, 30 lakhs B1 11.B4 22 494 36 840 109 2518
Total: 308 2Z7.00 21 '11'?3 150 17.69 680 62.42
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135, Of the total number of projects approved under the IDA Credit,
those located in Dhaka Division constituted 54.64 per cent and accounted
for 6233 per cent of the total amount of loans sahctioned. Division—wise
distribution of loans approved for refinance under the Credit upto June 30,

1986 is shown in Table 7.3.

TABLE 7.3

Divlai Mo, of Yo of Amaount in % of

Gt Projects Tatal crore T Tatal
Chittagong 133 19.27 11.848 1857
Dhaka 377 54 64 38.91 62 33
Fhulna B} 7.25 458 534
Rajshahi 160 168.84 7049 11,36
Total : &40 100,00 62.42 100.00

136. Economic classification of projects approved under the Credit
shows that major portion of the loans sanctioned comprised of investments
in food and allied products, textiles and engineering industries. The distribu-
tion of cumulative. refinance approved as on June 30, 19868 among the
major economic groups of industries is shown in Table 7.4,
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TABLE 7.4

E o Mao.af Amount 0 of
conomit Laroup Projects (in crore Tk.) Total
Food & Allled Products 257 16.50 2643
Textile Indusiries 125 1584 2538
Specialised Jute Indusiries 2 0.10 016
Farest Products B Allied
Industries HE 1.68 268
Paper, Board and Printing 32 383 G614
Tannary, Leaather & Rubber 21 263 422
Chemicals, Pharmacéuticals _
and Allied Products 22 310 4.98
Glass, Ceramics B
Non-metallic products 7 0.95 1.52
Engineoring |Mdustries 102 11.97 1817
Miscellaneous Industries 38 4,44 111
Road Transpors 21 0.B9 1.42
M iscellaneous Sottage
Industries 1 0.08 014
Industrigs-N.E.C.' -] 040 .64
Total 630 62.42 100.00

NEG, kol Claewheie Classilied

137. As per the terms of the Credit, participating banks were requi-
red to advance G0 per cent of loan amount to projects with fixed cost
exceeding Tk. 10.00 lakhs and the remaining 40 per cent to those upto
Tk. 10.00 lakhs. However, advances given for investment in 100 per cent
export-oriented industries were excluded from this prescribed limit of
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B0:40 ratio. Upto the end of June, 1386, loans amounting to Tk. 41.10

crores were approved for refinance against 243 projects in the category
of fixed cost above Tk, T0.00 lakhs while those in respect of 447 pro—

jacts in the category of fived cost upto Tk 10.00

Tk.21.32 crores, yielding a ratio of
approved for refinance against these two categories of projects as at the end

lakhs amounted to

66:34, Bank-wise position of |oans

of June, 1986 iz shown in Table 7.5
TABLE 7.5
Projects with fixed cost Projects with fixed cost
upto Tk, 10,00 lakhs above Tk, 10.00 lakhs
No of Amount of | % of Total | No. of | Amount % of wotal
PCls Projects | loans app- | loans Projects | of loans  |loans
roved for approved approved  approved
refinance for for for
(Tk.in crome) | refinance refinance refinance
(Th.in crome}
Sonali Bank 188 B 29.67 i1 18.59 70,33
Joanata Bank 165 7.54 4253 66 1319 57.47
Agrani Bank B4 BT 3262 B 11.92 B7.a38
Total : 447 21.32 3416 243 41,10 65.84
138. Bank-wise position of local and foreign cumency components

of loans approved for refinance is shown in Table 7.6.



TABLE 786
{Taka in crores)

Towal leans | Loans in | Lacal Tk, eouii Feraign
dpproved Tor | local GUTEfCy valent of Currency
PCi= refinance currency | foans as Ipans in loans &3 %
Yoot onal | foregn of total

(Col 3:2) | cumenty | (Col. 5:+:2)

1 2 3 a 5 &
Sonall Bank 27 00 16.23 60.11 1077 3989
Janata Bank 17.73 1242 70.04 B3 20.96
Agrani Bank 1769 1011 57.13 758 A2 .87
Total : 62.42 38.76 62.09 23.66 kPR3

139, Out of total loans of Tk, 6242 croms approved for refinance,
Tk.40.13 crores or BS5 per cent wera sanclioned to 398 projects in tha
urban areas while the remaining amount of Tk. 22.29 crores or 35 per
cent went o 292 projects in the rural areas.

140. Total refinance extended by the Bangladesh Bank during 1985-86
to the participating credit institutions against their loans disbursed amoun—
ted to Tk. 9.48 crores as compared with Tk.20.79 ﬂr':;lmu during 1984-85,
Cumulative amount of refinance to the PCls amounted to Tk. 47.38 crores
upto June 30, 1986. The bank-wise break-up of refinance provided by the
Bangladesh Bank is given in Table 7.7.
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Financing
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Grant

TABLE 7.7
{ Taka in cromes)

Refinance against Loans | Cumulative amount of refinance
PCls disbursed againat loans disbursed
198485 | 198586 | 2son June 30,1986
Sonali Bank 7.40 19 1841
Janata Bank B.O7 1.65 16.48
Agrani Bank 5.32 2 64 11.79
Tatal : 20,79 8.48 47.38

141. Under an agreement signed on June 17, 1882 between the
Governments of the Kingdom of MNorway and the People's Republic of
Bangladesh, an amount equivalent to 5§ million Norwegian kroner was to
be provided by the Morwegian Agency for International Development
{(NORAD) for financing Small and Cottage Industries (SCI) in  Bangla—
desh. A revolving fund known as “NORAD Grant Refinancing Fund™ was
cregted in the Bangladesh Bank on January 20, 1_933 with NOE & million
equivalent to Tk. 1.67 crores for mefinancing by the Bangladesh Bank
ageinst loans to be disbursed to eligible small and cottage industrial anter-
prises by two paricipating credit instiutions viz, tha Sonali Bank and
the Janata Bank, According to the terms of Agreement, the amount of
refinance recovered by the Bangladesh Bank could be ploughed back for
refinancing of fresh loans., The amount of tefinance provided by the Bangla-
desh Bank to the PCls under the NORAD Grant upto June 30, 1886
stood at Tk. 1.50 crores as shown in Table 7.8

L
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TABLE 7.8
{Taka in crores)

PCls Mo, af 5CI Ampunt of Refinance
Projects Disbursed

Sanak Bank 1450 Tk.0.65

Janata Bank 1484 T 085

Total : 2044 Tk, 1.50

142. The Governmants of the Kingdom of Saudi Arabia and the People's
Republic of Bangladesh had signed a Grant Agreement on September
30, 1981 for an amount of US § 100 million. Bangladesh impored
fertilizers, edible oils, foodgrains, pulses, industrial spare parts, etc. under
the Grant. The Grant 8mount was enhanced by US $§ 50 million on
August 16, 1982. Out of this enhanced amount US $ 4 million was
allocated for investment in small and cottage industries. The Gowvernmant
of Bangladesh appointed the Bangladesh Small and Cottage Industries
Corporation (BSCIC) and the Janata Bank to jointly select small scale
industrisl projects for financing. The Janata Bank financed 47 projects
under the Grant involving an amount of Tk 1122 crores as on June
30, 1986. Refinance provided by the Bangladesh Bank to the Janata
Bank upto June 30, 1986 against financing of 29 industrial enterprises
stood 8t Tk. 6.68 crores.
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HOUSING POLICY AND HOUSE BUILDING FINANCE

Housing Policy

143, LUnal recently, Government housing policy was essentially urban
oriented with major house building activities centered in principal towns
of the country, Efforts are now being made for mproving dwelling condi-
tions in rural argas as wall through provision for concessionary finance
for construction of sami-pucca residential houses at village level. The
Third Five-Year Plan has specifically recognised the nesd to stimulate
private sector participation in the housing sector in view of the limited
capacity of the public sector to tackle the housing problem of the coun-
try. The Plan provides that public sector investment will be made only
in thosa areag where it is indispensable such as land development, cons—
fruction of roads, etc. The strategy of “seed fund™ adopted in the Sec-
ond Five-Year Plan to stimulate private investment in the housing sector
will be continued dunng the Third Plan period. In respect of city develop—
ment, the main focus of the mewopolitan city authorities will be more
on regulatory funciion than on merse development activities excepl for
common  services. Urban housing programmes £ schemes are  generally
drawn-up by different public authorties like Bangladesh Puoblic Works
Department (BPWD), Housing and Settlement Directorate, elc., as also by
urban development authorities like the Dhaka Improvement Trust (DIT),
Chittagong Development Authornty (CDA), etc, Different autonomous and
SEMI=-AulOnomous organisations alse have ther own policy in mespect of

providing housing accommodation to their respactive employees.

144. In rural areas housing has traditionally been taken care of by
the willagers thomselves. About 15 per cent of the total available land in
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rural areas is occupied by homesteads. If the age-old practice of go-as —
you-like construction of homesteads by villagers is aliowed 1o continue,
not less than 30 per cent of total land area may be required by such
homesteads at the tum of the curent century, In order, therelons, tofore-
stall  further proliferation of rural homesteads, Gowesnment sought fo
make necessary amangements and enact suitable laws empowering local
bodies to require from intending rural house/homestesd builders 1o seek
prior parmission / approval for new construction. The policy aims at ensu:
fing that all available spaces in the existing homesteads have been eco-
nomically uiilized with the ultimate objective of containing the total rural

homesteads within the present limits.

1456, Keeping m view the above broad strategy, Government policy
seeks o standardise the existing residential - saccommodation of Govermment
and aulonomous organisations, in addition to making necessary amange -
meants for distribution of sultable land, service/utilities and easy term-fina-
nee to a large number of Government and Semi-Government employees to
enable them to build ther own houses/flats. Government iz alsg provid—
ing core houses to individuals of small means for further development by
the ocooupants. Construction and distribution of multistoned flats on hire—
purchase system a&lso forms a part of the “Government's housing policy,
Concessionary financing of construction of multi-storied building st Upa -
rilla headquarters and strong sami-pucca dwelling houses i the villages
has now become a part of the government housing policy.

House Bullding Finance

146. The Bangladesh House Building Finance Corporation (HBFC)

gel up in 1973 provides financial azsistance for construction, repalr and
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remodelling of residential houses and apartments in cities, towns and
Lipazilla / rural Thana headquariers. The Corporation has at presént 5 zo-
nal offices including two in Dhaka and one each in the three other divi-
gional headquarters and 14 regional offices in the disingt headguarterns.
The authorsed capital of the Corporation 8 TR, 10,00 crores of whlr.fh
paid-up capital of Tk. 9.83 crores has been fully subscribed by the Gov-
ernment. The main source of its working capital in recent years has been
the sale of debentures to the Bangladesh Bank, Bima Corporations and
nationalised commercial banks. The Corporation provides house—building
finance under two separate programmes viz, (1) Ganeral Programme for sin-
gle unit buildings, and (ii} Multi-staried Loan Programme for construction
of multi-storied apartment houses. The loans are secured by mortgaging
the land and buiiding to be built thereon.

147, Initially, the limit of the HBFC loan under the General Loan
Programme was Tk. 255 lakhs for a self-contained single unit house. The
loan was to be repaid owver a maximumn period of 20 years, The margin
of investment required o ba mode by an applicant was 156 per cent of
the estimated cost of construction of the proposed building. Effective
from April 12, 1983, the limit of the HBFC loan wnder this programme
has been enhanced to Tk. 6.00 lakhs in view of the increased costs of
gonstruction. The rate of interest has been fixed at 13 per cent (simple)
per annum upto Tk. 4.00 lakhs and 16 per cent (simple) per annum for
the additional Tk, 2.00 lakhs, with a repayment period of 25 years. The
margin of invastmant to be made by an applicant was reduced from 15
per cent to 10 per cent. Under this programme, the Corporation sanction
1803 loan cases for & total of Tk, 66.88 crores during 1985-88 as com-
pared with 1737 loan cases sanctioned for a total of Tk.58.13 crores
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during 1984-B5. Actuzl disbursement of loans under the programme du—
ring 1985-86 amounted to Tk. 52.72 crores This compared with the dis-
bursement of Tk. 76.30 crores in 1984-85.

148. In order o ease the acute housing problem in the urban areas,
the HBFC started the Multi-storied Loan Programme for financing construc—
tion of multi-stoned, multi-unit buildings, from July, 1977. The cei-
lings of loan under this programme were enhanced from Tk 560 lakhs
and Tk 647 lakhs to Tk 7.00 lakhs and Tk. 800 [akhs for multi-stored
buildings with coverad areas of B0O0 sfs. and 1000 sft. respectvely in
each floor, excluding staimase and balcony, The maximum repayment per-
iod was also increased from 25 vyears _to 30 years. The rate of inter-
ezl for both the case remained unchanged at the 1982-B3 lewel of 106
per cent par annum. < he minimom margin of imvastment 1o be made by
applicants are 25 per cemt and 100 par cant for building having
floor spaces of 800 sft. and 1000 sf. respectively. Under this programme,
the Corporgtion sanctioned a total of Tk, 53.35 crores for 786 casescom
prising 2886 housing units during 1985-86. Of the total, 1931 units
wers for Dhaka Zone, 318 and 448 wnits wers for Hajshahi and  Chitta-
gong Zones respectively while Khulna Zone had 198 units. This compared
with a total of 1473 cases comprising 4710 housing units sanctioned for
Te. 7813 croves during the previous yvear, The amount dizsbursed under
this. programme during 1985-86 stood at Tk. 73.08 crores as compared to
Tk 7887 crores during the pevicus year. The total amount of loans sanc-
tioned and disbursed under the programme since its introduction in July,
1977 upto Jume 30, 1986 stood at Tk, 507.50 croms and Tk. 421.25
crores respectively.

104



149, With a view 1o encouraging construction of buildigns at the
new centres of development work in Upazilla and Rural Thana the Gov-
ernment decided to extend HBFC loan facilities 10 those areas and fixed
the rate of interast (simple) at 5 per cent per annum for all categories of

_ lpans with 8 repayment perod of 30 years A two-storied building in

(iii} Concessio-
nary Loan those places is treated as a multi-storied building for the purposs of ava-
Fﬂi:ili!:"p' tor iling of Multi-Loan, Besides, the HBFC also allowed the bensfit of addi-
g:;?;l-;::: tional loans under new miﬁngh'tu the borowers who could not complete
their houses with previously ssnctioned amount. Borrowers who obtained
loans from commercial banks with prior permission of the HBFC for com-
plation of their houses were allowed to avail additional loan 1o repay

such fabilities as well as for completion of their houses.

150. Total loans sanctioned by the HBFC under the General and
Multi-Loan Programmes totalled Tk. 12023 crores during 1385-88. Totsl
disbursement of loans under these programmes during the year amounted
to Tk 12580 crores. This compared with the total sanctions of
Tk.137.25 crores and disbursements of Tk. 15417 crores during 1984-85.

Sanction,
= Since its inception upto the end of June, 1986 the HBFC sanctioned a

Disbursement,
Recoveryand total of Tk. 93281 crores for construction of 68441 housing units agai-

3"::?:;;?3 nst which a sum of Tk. 794 B6 crores was disbursed. The HBFC reco -
Loans wvared a total amountof Tk. 3817 crores under its General Loan and Multi-
Loan Programmes during 1986-86 as compared to Tk 27.52 crores réco-
vered during the preceding year. The amount of HBFC Loans outstand-
ing 8 on June 30, 1986 stood at Tk. 890.00 crores (including interest)

as compared 1o Tk 731 23%¢rores as on June 30, 1985

A= Fevsed
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151. Total funds raised by the HBFC upto June 30, 19B6 through
the sale of debentures to the Bangladesh Bank. the Commercial Banks
and the Sadharan Bims Corporation stood at Tk, B99.00 crores which
included Tk, 21200 crores raised dunng 1985-86. The Bangladesh
Bank's financing of such debentures amounted to Tk. 734.86 crores upto
June 30, 1986 while the remaining amount of Tk. 16415 crores was
financed by the Commercial Banks and the Sadharan Bima Corporation
Gl the end of June, 1986,

162. With a view to expanding the arsa and scale of operation, the
HBFC planned to increase the number of its offices throughout the coun
try. At present, it has Regional Offices in all the district headguarters
{old) except Jamalpur, Patuakhali and Rangamati. Offices in the remain-
ing districts are to be opened in due course. For the convenience of the
local people and to make the recovery measures more effective, the Cor-
poration has decentrafised maintenance of its accounts in the Regional
Offices effective from January 1, 1981. The Corporation has also under-
taken some development projects for construction of its own office build-
ings as weall as staff quaners for the employees. Besides the Head Office
Building im Dhaka. the Corporation has started construction of a new
building for its Zonal Office at Agrabad, Ghittagn'ng. The construction
work of B five—stoned buildings for saff accommodaton in Unara Model
Town, Dhaka has almeady bsen completed, Plots for construction of Zonal
Office buildings at Khuina and Rajshahi have also been purchased in the

meantima,

163, The service of commercial banks have also been enlisted for
augmenting the availability of finance for construction of houses and buil
dings in the country. Thus the banks were advised to weat housing as
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a priorty sector and extend house-building finance to bonafide bomowers
within & prescribed ceiling of Tk 3.00 lakhs {inclusive of any loan from
the HBFC) against the mortgage of real estate. It was decided later on
that the ceiling be enhanced up'tn Tk, 500 lakhs with the approval of
the financing banks™ Board of Directors. The rate of interest at 12 per
cent per annum was raized to 155 per cent with the enhancement of
Bank Rate on October 18, 1880, The rawe of interest was further enha-
nce to 16 per cent per annum with sffect from December 5. 1982 There
after,. a restriction was imposed on commercial banks' financing lo gen-
eral borrowers for construction of residential houses with effect fom
December 22, 1983 as & credit conirol measure. Financing of v:nmn-'mu-cial
buildings was, however, continued and the repayment pencd for such
loans, including those outstanding against residential houses, was enhan-
ced from 7 years to 12 years. With effect from June, 1984 the restriction
was withdrawn and banks were allowed 1o finance general borrowers for
construction of residential houses, including those who availed HBFC
loans. It was also dacided that appalication of interest on such loans
should not be made. bylbanks before the expiry of first six months from the
date of disbursement of loans. As usual, the rate of interest would, b2 16
pér cent pér annum with the extended payment perod of 12 vears

154, Lopans disbursed by the nationalised commercial banks in the
housing sector during 1985-86 towlled Tk. 4.95 crores a5 compared with
Tk 742 cromes disbursed during the preceding vear. This was in addition
to Tk, 1.74 crores of housing loans provided by the foreign banks opera-
ting in Bangladesh during 1985-86. The private banks also disbursed an

amodint of Tk, 1.57 crores as housing loans during the year under repor,

Total outstanding loans provided by the nationalized  commercial banks;
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private banks and the foreign banks. operating in Bangladesh stood at
Tk, 7236 crorez atl the end of June, 1986

155 With & view to improving the dwelling. conditions of the rural
people, 8 new scheme under the name "Rurdl Housing Finencing Schema”
was  introduced throughout the country from Januwary, 1984 under
the - supervision of the Rural Credit Project Department of the Bangladesh
Bank. The former “Rural Housing Scheme” which had been introduced

Rural Housing .. .0 157778 was, however, discontinued. The new scheme s applice-

Financing
Scheme of

Bangladesh
Bank

ble to any rfural ‘area of the coontry (except Mumicipal aress and Upazilla
headguarters). and confined only 0 construction of dwelling houses for
own use of the bomower. The scheme will provide finance for consiruc-—
tion of semi-pucca dwelling houses strong enough to withstand natural
catamities. Sonali Bank, Janata Bank. Agrani Bank, Rupali Bank and the

Grameen  Bank are the financing agoncies of the schema,

156. Under ‘the scheme, long-term |oans of Tk 3B.000 and
Tk, 65,000 per parly are allowed at & per cent rate of interest per annum
for construction of semi-pucca dwelling houses having & plinth area of
200 sh. and 425 aht rezpectively, Repayment percd of the loan will be
25 wears with a grace period of 2 vears. A total of 2660 rural houses
werg financed wunder the scheme: and disbursemenis of loans totalled
Tk, 1629 crores upto June, 1986

108



CHAPTER IX

PUBLIC FINANCE



Mabilisation
of Domestic
Aesources

PUBLIC FINAMNCE

167. The budget for 1985-86 sought 1o achieve increased mobilisa-
tion of resgurces through generation of increased income by provading fis-
cal incentives for efficiency of investmeant, utilisation of productive capa-
city 85 well as for protection of selected industries and boosting up  Bl-
ports, The policy provided for measures to help the economy adjust to
volatility in extermnal resources for progressive import substitution and  8x-
port promotion. Another important objective ol the fiscal poloy was to
maintain & relative price stability in the economy. Measures were also
envisaged for Increasing the efficiency of tax administration by simpliticat-
ion of rules and rationalization of rates. Vanious rates of allowances and
rebates for income taxes wereenhanced substantially with a view 10 enco-
uraging savings and investmant. As an additional instrument of mobilsng
small savings, new prize bonds of 50 Taka denomination was introduced
from Septémber, 1985,

158. The budget for 1985-86 envsaged total revenue receipis al
Tk, 38E0.68 crores and fotal revenus expendiures {(non—development) at
Tk. 3313.00 crores. showing a revenue surplus of Tk. 63766 crores. The
budget estimates for the year were subsequently revised placing the reve-
nue receipts higher by Tk 12244 cromes at Th 4073.00 cromes and reve-
g expanditures jarger by Tk 107.53 crores at Tk 342053 crores.  laa-
ving @ larger surplus of Tk 65247 cromes.

168, The revised budget estimates Tor 1985-86 showed incroased

revenue meceipts under the following heads: dividend and profits rom

public financial institutions (+ Tk.120.74 crores), interest {+Tk- 63.07crores),
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general  administration  and sewvices (FTk19.77 crores), aghculture and
alligd services  (+Tk, 1478 crores), taxes on vehicles (FTk 2.0 ocrores),
sconomic seraces {+Tk 4.07 crores), capital revenue (+Tk 0.B3 crorel,

social and community service -FTk. 0021 crore) and other non-tax eve—

 nue [Tk, 38369 crores). The abowve increasa in revenue was partly ofisel

by dechng in revenugé sarmings from telegraph and elephone (-Tk 497
crores],  tanspart  and  commuonication (-Th17.8% crares),  ralway
(~Tk.4 16 cromes), post office depanment (-Thk. 9.87 crores), excise dufies
~Tk. 3400 crores) and other tawes and duties (-Tk, 10.80 croses) and

regidual jems {(-Tk 2.70 crores)

160, In the revised budget for 1798588 increased mevenue expendi
tures were shown under the following heads: Subsidy, Grants-in-aid and
Contribution{+Tk, 117,41 crotes), Education (+Tk. 112.96 crores), Defence
(+Tk.84.91 crores), Social and Community Service (+Tk.59.89 crores), Po-
lice Tk 3494 crores), Imierest on Foreign Debt (+Tk 2237 crores), Ge-
neral administration, Public Order and Safety (+Tk.20.58 crores), Agricul-
wre and Alhed Services (+Tk 14.04  crores), Interest on Domestee  Debt
(+Tk1295 croms), Secretanat {(4+Tk. 1166 crores), General Seroces
{+Tk.11.06 crores), Banpladesh Riftes (4+Tk.10.39 crores), General Econo-
li{c Services (+Tk.B11 crores), Forelgn Affairs Tk G.BE crores), Organs
of Gowvarnment (+TEG650 crores), Administration of Justice (+Tk.2.95 cro-
rés), Water and Energy (+Tk.2.00 crores), Fiscal Service (+Tk.2.84 ocroms),
Industries and Mining (+Tk.2.17 crores), Transport and Commumcatan
(4Tk. 047 cromes), and other iems (+Tk. 543 crores). These inoreases ware,
however, opffset somewhat by declines in Unexpected Expanditures
(-TE.391.51 crores), Subsidies (-Tk 4557 croms), Health and Populaton
Control (-Tk.16.25 crores), and Audit (-Tk1.68 crores)
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for 1986-B7

161, The size of the Annual Development Pragramme {ADP) for
T8BE5-BG which was onginally placed at Tk 382572 crores was  subse—
quently revised upward by Tk, 26982 croms 10 Tk 409554 crares In the
revised budget, toral forgign assistance for financing the ADP was pia
ced higher at Tk 3391 81 crores, including Tk. 218381 crares under Pro-
joct Aid, Tk 110000 crores under Non-Project Assistance and Tk 10B.00
croras wndar PL-480, EEC; eic. Domestic fingncing for the ADP was revi
sed upward to Tk, 703.7 3 crores including réevenue surplus of Tk B52.A47
crores, net domestc capimal of (=) Tk 91.70 cromes, deficit from feod bud-
get of Tk 11100 crores and Extra-Budgetary Resources aof Tk 25396
CroTes.

162. The budget estimates for 1986-B7 placed revenue receipis at
Tk. 4468.00 crores and expenditures at Tk, ITE0.00 crores, thius showing
8 revenue surplus of TET2ZE00 croves (excluding TR372.00 crores in
new faxes) OF the total revenuwe receipts, Customs dutes are estimated
to yield Tk.1448.00 crores, Excise duties Tk 90000 cromes, Sales tax
Tk.BDO0 crores, Income Tax Tk 5100000 crores and Stamps  (nonf-judi-
Cral Tk 13000 crores: The non-ax revenua receipts ol ke Budgel include
Interest Tk, 1B0O.00 crores, Dividend and profit from Public Financial Instl -
wiions ThABDOOD crgres, Dwidend and Profit from Nor-Financial Public
Enterprises Tk 6500 crores. On the expenditures side, Education and De-
fence accaunt for Tk.B97.03 cromes and TkB59.14 crofes  respectively
Other important allocations include Subsidy, Grants—in-aid and Contnbutions
Tk.6584 crores, Interest on Domestic Debt Tk, 204 BD crores. Interest on
External Debt Tk.22361 crores. Social and Community SEIVICES
Tk. 24038 crores, Police T.177.01 ocrores, Health and Population Control
Tk.240.96 crores and Unexpected Expenditures TR 12500 crores  (inclu-

ding provision for completed Development Schemes),
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163, The sze of the Annweal Development Programme (ADPY Tor
1986-87 has been estimated at Th.4764.00 crorgs. This -shows an incre-
gse of TE.GEH 46 crores {about 16.32%) over Tk 409554 crores of the
revised ADP for 1985-86. Of the total outlay, Tk709.93 cromes (15%)
has been @llocawed for Industries, Tk68867 crores (14%) for power,
Tk 37500 crores (B%) for Development of Upezilla Infrastructure,
T 52080 Croreg {11%) for Flood Control and Water Resources and
Tk452 64 crores (10%) far Self-finance Schemes of Autonomous Bodies.
Allocatiens lor Transport, Agnoohure, Oil, Gas and Natural Resources Edu-
cation and Religion, Population and Famiby Planming and Rural Develop-
meni stood at TEAT1T crores (B%), TR2B3.06 crores (6%), Tk. 243.03
ceores (5%), Tk, 25336 crores (5%), Tk 14376 crores (3%) and
Tk 141.81 crores {3%) respectively. An amount of Th.601 93 crores {13%)
has been allocated lor other sactors, The Annoal Development Programme
for 1986-BY envisages a total foregn assistance of Tk 3779 00 crores or
7932 per cent of the total outlay as against 82.82 per cent in the revi-

sed ADP for the previous year,

164, Some of the important Fkscal measures of the Budget for
1986-87 are as under

Import Duties and Sales Tax

i) Duty on B P sheei has been reduced to 20 per cent from 50
per cent though sales tax will now be realised at the rate of 10

par cent
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i) A 20 per cent tax chargeable on neutral glass bottle has besn
withdrawn and the duty on pilfer proof cap has been reduced

from 150 per cent to 50 per cent

mj Duty on capital machinery mported by industries o be- set up
in the BSCIC industnal estates and on industries wsing 70 per
cent local raw materials has been reduced from the existing 10

per to 2%  per cent imespective of the location.

v} Duty rate on clocks and waiches has been reduced from 150
per cant and 100 per cem respectively to 50 per cent sach.
However_ the existing 20 per cent duty on paris and componants
ol watches has been retained. The duty on parts and components
ol table fan has been brought down from 150 per cent to BO
per cent

vI20 per cent sales tax leviable on packing materials for food proce-

ssing industry has been exempted

vi} Customs duty and regulatory duty on inputs of varn 18, raw
coftton, synthetc fibre, viscose staple fibre and nylon chips have
been withdriwn. Duty on teoile dyes has also besn medoced from B0
per cent 10 20 per cent. Regulstory duly on sngle count yam has been
reduced from 15 per cent to § per cent and that on pled and twasted
varn from 50 per cent to 20 per cent

viil Duty on fabncs has been reduced to 100 per cent from 150
per cent and the sales tax of 20 par cent has been

withdrawn

vili) Duty and sales tas on salt has been mraised from 10 psr cent

each to 20 per cant each
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] Doty on palm ol has been rased from 20 per cent 1o 50 pear
cent and a 20 per cent sales tax has besn made leviable on
the itern, Helined Sovabean o1l has also besn made lisble to &
duty rate of 50 per cent with a 20 per cenmt sales tax. Duly on
coconut il has been maised from 20 percent to 50 per centwhile
the same on crude ofive ol has been reduced to 20 per cent
from &0 per cant,

k) Dhaty on deesel engines has been enhanced from 50 per cent 1o
100 per cent bul that on ball point pens has been reduced from

100 per cent to 50 per cent

i} Duty at the rate of Taka one thousand per melric fon has bedn
levied on crude petwolewum, Sales tax chargeable at 20 per cant
on impored bult-up’ bus and trucks has been withdeawn 2
though customs duty rate at 50 per cent will remain unchangead.
The prasent 20 per cent duty on built-up and semi-knocked

down minibgs with exemption of sales. tax will continue,

xii) Duty on spare pars of liftis has been reduced from 100 per
cent 10 50 pear cent, in addion to exemptfion of 20 per cent
cales tax. Duty on spare oparts and satety  equipmeniz  having
exclusive use in deep sea fishing and IWT industnies has been

reduced from 50 per cent to 20 per cemt
wiii}Regulatory duty on duplicating ink, shoe lace, gi pipe upto 8"

dia, stapling pin, bleck and white television. insulator eic. has

teaan withdrawen,
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Dty on raw materals of streich oylon and ures formal-dehyde
compound has bean reduced while a sales tax of 20 per cent
has been imposed on mosguite coll. Duty on nylen filament
yarn has been reduced to 10 per cent from 20 per cent and

safes tax has been completely exempad,

Excise Duty:

iy The highest rate of 30 per cent excize duty has been reduced 1o

iii ]

)

25 pér cent on items assessed on advalorem basis. Cottage indus-
tigs  with machinery not excesding Taka one lakbh and evployag not

more than 15 persons will enjoy exemption of excise duty,

Excize duty 81 25 per cent advalorem levied on jule carpet has
been reduced o 10 per cent whike excse dulty on bread has
Beer withdrawn,

The pnce of natural gas has bean raised by 20 per cent ouer
the axisting level, The increase In gas prnce will be limited (o

10 per cent for domestic use.

Excize duty for air conditioned cinema houses has been raised
fram 50 per cent and 45 per cent to 55 per cent and 50 par
cent for Dhaka and Chitagong Metropolitan amas mspectively. The rate
for orema houses of ofher amss was 350 msed fom 35 per cant o A0
por cent,

Though domestc selling price of petroleum products has been
reduced, the price of condensate, a by-product of natural gas

has been raised from Tk 1.32 per lime o Tk 265 per live
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vil The minimum levy on video cassetie shops in Ohaka and Chinta-
gong Metropolitan areas has been raised from Taka twenty five
thousand to Taka one fakh.

Direct Tax!

i) The rste of rebate attributable to income from passenger buses
and faunches has been raised fom 25 per cent o B0 per

cEnt.

i} A tax rebate of 22  per cent will be allowed 1o small and cot-
tage industnes o ther volume of production ncreases by more
than 15 per cent over the precading yeer The mebale wal go upio 5 per
cent if production goes up by more than 25 per cent

[
i) Dividents paid out of profit of publicly traded companies du-
ring the tax holiday penod has been exempted from income

Tax.

iv} Existing allowance for repainng cost ol the houses® rsth of

the annual value has been reduced o Y th

Fiscal Incentives for EPZ Industries:
i) New “hitech” industies In the Expont Processing Zone will be

allowed tax hobiday for ten years
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Exemption will be allowed upto 50 per cent of the tax atirib-
utable to export sales after the expiy of the tax haliday
period,

iii} Dividend mcomes al the non-resident shareholders will be ex-
empted from tax during tax  holiday period.

iv) Accelerated depreciation to the extent of 100 per cent of the
actual cost of machinery or plant will be allowed 1o hitech
glectronic: industry dunng the 1ax holiday penod

v} Manufacturers of salt in the EPZ will be exempted from excise
duty and excize control. Stamp duly has also been exemped
on land alloted in the EPZ

Other Taxes :

i} The agoregate of income  and wealth tixes has bBesn mduced

i)

i)

from B0 per cemt to 50 per cent of the total income

Immovable properties transfer tax has been enhanced from 1

per cent 1o 2 per cant

Taxes for foreign wavel by land and sea have been revised
upward from Tk, B0 and Tk 200 fto Tk 100 and Tk, 400
respectively per traval

An air ticket tax af Tk 30 and Tk.100 par domestic and intar-

national  journey respectvely will be charged from August 1

1986
i ]
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Government
Borrowings

Wl Molor vehicle fees have been enhanced and 8 turmnmover tas of
2 per cent owill be leved on andentng firms
\
vi] Postal charges for overseas mails have been enhanced by &D
pér -cent, charge for telephone calie for the users ol PABX of
400 lines and above has been incessed from Tk 100 w Te 110
per ¢l and the mnsallanon charges for welephones n Dhaka,  Chitta
gorg and Khulna have been increased from T 200000 2o
Tk. 2500.00
i
165, Against “Two-Year Special Treasury Bond” sold dunng January
189 to July 371, 1984 an amount of Tk. 207071 crores was encashed
during the year, leaving a balance of Tk. 13.88 crores as on June 30,
1986 as against Tk 22089 crores as on Juna 30, 1985, Bonds for an
amoiunt of Tk, 60.00 crores was reissued during the year for a period of
another 2 years on the same terms and conditjons. Thus the total ouwt-
standing amounted to Tk 7388 crores as on Juns 30, 1986.

166, The outstanding amount against the 11 per cent Government
of Bangladesh Loan, 1992 floated in October, 1982 remained at the last
years level of Tk. 63,75 crores as on Juna 30, 1986.

167. The sale of theee-month Government Treasury Bills on Tap
@550 per cent discount per annum have been redeemed on their matu-
rity in the month of August, 1985

168. The outstanding balance of Speciel Treasury Bills @& 3.0 per

cent discount per annum offered for sale from June 21, 1976 to non—hank
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institutions stood @&t Tk 0.88 crore as on June 30, 1986 as against
Tk. 483 crores on June 30, 1985,
-

169. Government has accepted the liabilities of 5.0 per cent Incoma
Tax Bonds of the erstwhile Pakistan Gowernmment held by Bangladeshi
nationals and imstitutions. These Bonds have been revalidated and the
amount outstanding stood cat Tk, 0.76 crore both as on June 30, 1986
and June 30 1985

170, The amount of G.FtNum:’Em:ks Cenificate including 5.0 per
cent Defence Bonds of the emtwhile Pakistan and its Provincial Govern-
ments held by Bangladeshi nationals and Institutions, lhabilities of which
have been accepied by the Goavernment of Bangladesh bul awating red-
emption stood at Tk.2.80 crores as on June 30 1986 as against Tk 4.31

crores as on June 30, 1885,

171. The amount of 50 per cent Non-Negotiable Bonds issued by
the Government of the People's Republic of Bangladesh to the share—ho-
Iderz of nationalised industries a3 compensation stood at Tk.13.18 croses
a5 on June 30, 1986 as against Tk, 13,18 crorés as on June 30 1985
Dut of this, payment of maturty valug payable in instalments from July
1. 19789 has been made for a wotal of Tk, 1287 crores upto Juns
1986 as aganst Tk 1278 crores upto June 30, 1985, The outstanding
‘balance @5 at the end of June, 18986 was Tk.O03B crore -@s against
Tk 040 crore at the end of June, 1985

172  The amount of 8.0 per cent Savings Bond issues by the Gov-
grnment of the People's Hepublic of Bangladesh against 100-Taka demo-
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netised MNotes stood at Tk.1.86 crores as on June 30, 1986 as sgeinst
Tk:1.B3 cromes as on June 30, 1985 Ouwt of this, maturity value payvable
from April 10, 1982 has been made for a total of Tk.1.70 cromes, |leaving
a balance of Tk.D.16 crore 88 on June 30, 1988

173, The net outstanding of both Bangladesh Savings Certifrcales

g::ﬂ;:&!h and Bangladesh Sanchays Patras sold through banks stood at Tk 1829
Certificates crores as on June 30, 1996 as against Tk, 17.30 croms as on June 30
;;:E;:;‘:::ad“h 1986, The net sale of Bangladesh Sanchaya Patras through Post Offices:
Patras stood 8t (-) Tk. 204 crores during 1985-88 as compared to (-) Tk
286 crores dunng 1384-85: -
174, The net sale of Pratirakkha Sanchaya Patras through the bank-
ing- sector amounted to Tk, 23819 cromes. as on June 30, 1286 as aga-
inst Tk. 19979 crores as on June 30, 1985. Sale and encashment of
Pratirakkha Pratirakkha Sanchayva Pawas by the banking sector dunng the year under
FE':::;T“ report  were Tk, 47.92 crores and Tk 952 crores respectively. The net
sale of Pratirakkha Sanchaya Patras through Post Offices stood at ()
Tk 3.83 crores during 1585-86 a5 compared to (-) Tk.0.51 crore during
1984-B5
176. The net sale of Bonus Schanchaya Patras through the banking
sector amourted to Tk 1641 crores as on June 30, 1986 against
Bonus Tk.13.88 crores as on Juns 30, 1986, Sale and encashment of Bonus
f;::";':ﬂ'“ Sanchaya Patras during 1985-86 were Tk4 54 crores and Tk.1.81 crores

respeciively, The net sale of Bonus Sanchaya Patras through Post
Offices stood - at Tk.0.50 crore during 19B6-86 as against Tk. 0.39 crore

during 1384-85,
————
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178 The net sale of S-year Bangladesh Sanchaya Patras through
the: banking sector amoumted 1o Tk, 1579 crores as on June 30, 1986
&3 mgainst Tk.10:87 crores as on June 30, 1386, Sale and encashment
of 5-year Bangladesh Sanchaya Patras during the year under reporl were
Tk. 574 crores and Tk 0.92 crore respectively. The net sale of S-year
Bangladesh Sanchaya Patras through Post Offices stood at Tk 1.18 crores
during 1985-86 as. against: Tk.0.52 crore during the previous year.

177, The 10 - Taka Bangladesh Prize Bonds Scheme introduced in
Juns; 1974 continued during the year. Progressive net scle of Prize
Bonds amounted to Tk, 14,50 crores as on June 30, 1986 a5 compared
to Tk 1459 crores as on June 30, 1985. Fory six series of Prize
Bomds namaly ‘English A, B, C D, E. F, G. H. J. K. L M, N, P. Q. R,
5 T, U and V' and Bengali serms KA, KHA, GAGHA UMA, CHA,
CHHA. JA, JHA, YEUO, THA, DA DHA THA, DA NA, PA FA BA,
MaA, LA, SHA, SHHA, KAKA, KAKHA and DANTASHA have been put
on sale upto June 30, 1986 Bixty eight bi-monthly prize draws have
been held so far under the single common draw system. MNew 50-Taka
Prize Bonds have been introduced fram October 30, 1985 for sale to the
members of public. Progressive net sale of 50-Taka Priza Bonds amoun-
ted to Tk 1230 crores as on June 30, 1986 Five series of the Bonds,
viz, KA, KHA, GA, GHA and UMA have heen put on sale upto June
30, 1886 and four bi-monthly prize draws have been held under single -

common  draw system,

178. A scheme for sale of Prize Bonds and different types of San
chayaPatras was Introduced in the United Arab Emirates (LAE)} 0 Novem
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Sale of ber, 1979 and in the UK. in Qctober, 1980 through Janata Bank and

ﬁ;::m“" . Sonall Bank respectively. Prize Bonds and Sanchaya  Patras  worth
tothe TE.043croraand Tk, 001 ecrore respectively were sold to Bangladesh

Bangladeshi Wage Earners living in the UAE and the UK upto June 30, 1986
Wage Earners

Serving

'At_lmad

179, Wage Earmers’ Developmeant Bond Schems was introduced in

19871, With a wview to augmenting its sale the Wage Earners’ Developm—

ent Bonds Ruleswere amendedon June 13, 1984. The amount of Wage

W_‘agn Earners' Earners' Development Bonds soid by different banks stood at Tk, 29.50
':x:::pmant croves 8% on June 30, 1986 as o against Tk.17 40 crores as onJune 30,1985,
Dut of these, payment of surender value has been made for a total of

Tk.1.47 croees, iving a balance of Tk.28.03 crores a5 on June 30, 1986

as against TR.16.67 crores as on June 30, 1985

, 1B0. The Govamnment pul an sale "Natonal Bands for Non-Bank Inves-
E::::;r tors”  from December 1, 1985, which remaimned open for sale upto Septem-

Mon-Bank Ber 15, T9B6. Total Bonds woarth Th.148 46 crores wera sold upto June 30,
Woesiors  qggg,
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INTERNATIONAL ECONOMIC COOPERATION
AND INVESTMENT PROMOTION

181, In order to promote growth and sccelerate the pace of econo-
mic developmant, the developing countries ke Bangladesh need interma-
tional economic cooperation and callabomton. With a view o achieving
this objective, concered efforts towards strengthening international coope-
ration continued during 1985-86 Bangladesh actvely parficipated in- @
pumber of imporant intermational conferences/méstings and played a sg-
nificant role in upholding  the issues of the develaping countnes in the

tield of sconomic cooperation.

182, Bangladesh partcipated in the Commonwealth Finance Mimsts
grs’ Meseting held in Male, the capital of Maldives, on October 1-2,
1985. Bangladesh delegation to the meeting raised some importent points
which have been reflected in the Joint Communique at the conclusion
of the meeting. The delagation i particular, focussed an the advessa Bff-
ects of increased protectionist policies of some- of the developed counir-
ies on the structural adjustment efforts of developing nations. It was high-
lighted 1that most of the developed countries had falled to fulfil their
commitments of Official Development Assistance [(ODA), particulary those
under the Substantial New Programme of Action (SNPA}L In their delibe-
raticng, paricipantz from the least developed countries underlined the
need for increasing the flows of concessional development assistance (o
the levels agreed to by the developed countries In this mesting the Com-
monwealth  Ministers also called for substantial and rapid  progress on
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cutstanding GATT issues, particularly those concearming  safequards. non—
tariff barriers, agncultural products and textiles, which could assist in ol
ling back protectionism, Bangladesh also participated i the sighth  bien-
nial Commonwealth Summit held a1 MNassau, Bahamas in October, 1085
In thelr declaration on warld order the leaders called for a substantial
ganeral capital mcrease for the Waorld Bank to fulfil its larger mole. Thay
also recommended that replenishment for IDA-B should be substantially
increased. In swessing the imporance of the new roound ol multlateal
trade negolialions in the GATT in helping the restore confidence in the
multilateral system and reverse protectionism, the Commonwealth Secreta-
rigt was asked 1o preparg a comprebensive paper on issu8s of concemn 16

the Commonweaaith counines

1B3. The Meeting of G-24 MNunisters, Intanm Committes and Develop-
ment  Commuttes Meetings and World Bank-IMF Annual Meeting, 1985
werg held in Seoul, capital of the Republic of Korea, on Ociober 5-11,

13985, Bangladash atiended the first thres of the above meetings as obser-
verdassociale and as a member in the Bank-Fund Annual Mesting: Bangla-

desh delegation 1o the Bank-Fund Annual Meeting which was formally
inaugurated on October 8, 1985 pointed out that for the 'east developed
countries  |ike Bangladesh, the gingle most discouraging element in
the hostile world economic anvironment was the sweady decline of con-
cessional finance for economic development. The delegation pointed out
that IDA had suffered from subjective obstaciés to -an adeqguate Seventh
Raplanishment and hoped that this would be fully botne i mind prior ©
megotiapon of IDA-B. It was also ponted owl that use of Trest Fund
reflows should be in line with existing decisions in respect of concessio—

nality and conditionality and these resources should be made available m._
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the very dow mocome countries and not placed under a comman umbrella
with othed concessional flows. The outcome of the Annual Meetings of
the World Bank and IMF was guite positive. The convention establishing
the Multilateral  Investment  Guarantee  Agency (MIGA) was approved.
Agreement was reached for allocation of Trust Fund refiows o the low—
income developing countnes, although modalities remained 10 be worked
outl, Consensus was reached about negotiations of Eghth Replenishment

afl DA resources

184. The Trade and Development Board (TOB) of UNCTAD held |is
thirty-first and thirty-second sessions n Gensva on September 16--27,
1885 and March 10 o April 2. 1986 respectively. Bangladesh participa—
ted in both the sessions The Board in s thirty—first session discussed
triefly the issue of protectionism and structural adjustment, and approved
& resolution requesting the secretarial (o prepare appropriate  documenia-
tian for an indepth review of developments i the Internatonal trading
system at i thiry-third sassson. In the thity-second session of TDE, the
Board had three major items on s agenda: (i} the interdependence of
problems of tade. development finance and the international monetary
system, including debt problems of developing countries. (i} protec
tiorigm and  structural  adjustment, and (H the venue and agenda for
UNCTAD-VII. Regarding protectionism and structural adjustment, the item on
which substantive discussions took place In the session, the Group of 77
pointed out that the industrial countries had aor lived up o the commit-
meent they had entered ima in Resclution 15%{vi) adaped at UNCTAD-WVI
in 1983, In this regard, the Group suggested that the annual TOB review
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should concentrate on an analysis of the export sectors of paricular inte-
rest 10 developing countries, and that this analysis shodld lead 1o the
regommendation of concrete trade poficy measures to be adopted by the
developed countries. in the thirty—second session of TOB, the reprasenta-
twve o Bangladesh pointed out that the implementation of the SNPA for
the ieast developed countries had been very slow since its adoplion in
1981, and that the economic situation In many of the least developed
countnes  had worsened  considerably, and  emphasized the nesd lor a
substantal  strengthening of the imtemational suppor measures for the

prOgTame

185. As a member of the Economijc and Social Commission for Asia
and the Pacific (ESCAP) Bangladesh participated in the fory-second ses-
sion’ of the ESCAP held in Bangkok from Aprd 22-May 2, 1986, The
Commission reviewed the development of the ESCAP region and made
sppraisal of the International Development Stratagy and the mplemanta—
tion of the SNPA for 1980 for the least developed countnas. Bangladesh
actively paricipated in the sassion n which some ssues and programmes
in varipus fields of activitres of the ESCAP were dmcussed Bangladesh
also participated in the meeting of ESCAP Ministers of Trade held in
Bangkok in June, 1986, The meeting discussed matiers of international
trade with particular reference 10 the ESCAP region. Bangladesh delega
tian to the meeting noted that despite best efforts by the developing
countries, progress In improving ther volume of trade has lagged behind
due to imoosition of 8 number of protectionist measures by the deve-
loped countries. Bangladesh urged the developed countries to remove all

discriminatory measures imposed on exports of the develaping countries.
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186. The Mid-Term Global Review Conference of the SNPA for the
Egna':s.t developed countries was  held in Geneva from September 30 to
October 11, 1985 under the auspces of UNCTAD. The Conference was
participated by 150 countries, bilateral donors, including Group-D  coun-
tries And China, multilateral financial and technical agencies and develop—
ing chuntnes representing Group of 77, In addition, non-governmental
organizations  were represenied at the meeting, The delegations: to the
mnfarﬁr;r.a observed that to date perarmance n the implementation of
the SMNPA had not matched expectations. particularly those relating 1o the
international support measures, and wrged for prompt implementation of
the SMPA during the rest of the decads. Some imporant decisions wane
announced by the donor countnes and agencies to benefn the LDCs
which could be considered as major tangible results of the meeting. Fore-
most: was the announcement by the EEC to extend STABEX (Stabiliza-
tlon of Expors) facilives in favour of all LDCs not covered by the Lome
Convention, Mine countnes, including Bangladesh, would becoma eligisle
for enjoying this facility during the five-year penod baginning in 1286
The outcome of the meeting, particulardly in respect of aid volume and
debt reliel measures, has fallen shorn of expeciation mainly because of
réservations expressed by some of the doveloped countries However con
gsidering the grawty of dehiberations by vanows parbcipants and adoption
of unanimous recaommendations, particularly those ralating o international
support meagures, the Mid-Term Review of the SNPA was largely successtul
The Bangladesh delegation io the Rewview Conlerence pointed oul that
the Mid-Term Review should lead to consensus on an  action-ononted
pohey package which could be implemented with better understanding.
In particular, the DDA target of 015 per cent of GNP for LDCs should

be seen as *a bare minimuem new DilatEal commitmeants should be
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entirely in grant form and 10 the maximum extent possible on  untied
basis; all bilateral ODA debt to LDCs should be cancelied. The Bangla
desh delegation welcomed the decision of EEC 1o extend STABEX facility
for non-ACP (Afncan. Cambbean and Pacific) LDCs and made a strong
plea for substantially increased support measures for full and expe
ditious implementation of the SNPA Bangladesh as coordinator of the Group
ot 77 tor LDCs acted as the spokesman of the LDCs dunng the Confe

rence.

187, The idea of the Socuth Asian Association for Regional Coopera-
tion {SAARC) originated by Bangladesh was endorsed by six other
countrles of the region, namely, Bhutan, India, Maldives, Nepal, Pakistan
and Sn Lanka, The first summit 6f the Heads of the Siste and Govern-
ment of the seven member countries of the SAARC was held in Dhaka
on December 7-8, 1986, President of the People's Republic of Bangla-
dezh was elected chairman of the summt The sommil assumed  wimost
importance as it laid the firm foundation for ussful consultations and ex-
change of views among the countries of the region in matters -of mutual
imterest and cooperation 0 economic, social, technical and cultural figlds
The summit leaders  acknowladged thar countres of South Ama. who
constituted ane-fith of humanity, were faced with formidable challenges of
combating poverty, economic backwardness, low levels of production, un-
employment and pressure of  population compounded by esploiation of
the past and other adverss legacies. They alsa expressed deep concern at
the continuing crsis in the global economy afecting economic and
social conditions that retarded growth of South Asia and other developing
cauntries. Considenng enomous economic potentiality in the seven coun-
ries comprising SAAGRC, the leaders expressed their confidence: that effec-

tive regronal coopeation could make optimem use of their capacities for
the bemefit of thelr people and collective salf-reliance. The leaders of the
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SAARC unanimously decided fo meet af summit level onoe @ year

188 An Expert Level Meeting on Islamic Banking Studies was held
in the premises of the Bangladesh Bank, Dhaka on May 10-12, 1986 to
deliberate upon the studies prepased by the International Association of
Istamic Banks (IAIB) in accordance with the recommendations of the 6th
Meeting of the Governors of Central Banks and Monatary Authorities of
the. Member States of OIC held in Dhaka in February, 1285 Expens
frorm the designated Central Banks of the member States of QIC and
I&IB participated in the mesting. Bangladésh Banks representative  was
piectad chairman of the meeting. A representative of the General Secratanat
of QIC, Jeddah also paricipated in the meeting. The Expert Level Mest-
g examined the stedies and adopred valuable recommendations in res-
pect of (1} the rmelabonship botween the central banks and lslamic banks,
r2) the relationship between Islamic and conwventional banks, (3] the rela-
tionship emong the [slamic banks. and [4) model statute of an Islamic
bank, [or promaotion and consolidabon of the newly-emerging lslamic-ban-
king system. In the field of relationship between central banks and lsha-
mi bBanks the meeting, inter aba, recommended that the central bank
might provide general accommodation o an Islamic bank facing quidity
proffem in the form of Modarabah deposit on which the Istamic bank
may offer profit a1 the raté declared on such deposits Bangladesh Bank
1% curmgntly offening such faciliy 1o the sxisting fslamic bank in the coun
wy. The meeting recommended foms ol possible co-operation between
Iglamic and conventional banks in the field of comespondence service,
apening. documentary credit professional -associations - and functional frai-
ming  programmes, et The experts recommended that Izslamic banks sho-
uld develop close cooperation and collaboraton ameng themselves, part-

cularly in the field ol joint Investment, joint projects and promotion of
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Islamiz financial market. 1t was also mecommended that Sharah Boards
may be established in the QIC countnes to oversee opertions of lzlamic

Banks. ta conform 1o Shariah

183 The SEANZA (South-East Aszia, New JZealand and Australia)
Coureil of Central Bank Governors held s Sixteenth Meeting a1 Dhaka
on Movember 20-21, 1985. The mesting which was chaired by the Gow-
grnor, Bangladesh Bank accepted the inwvitaton of Bangladesh Bank to
hold the Sixtesnth SEAMNZA Central Banking course in Dhaka for ten
weeks from October through December, 1386 and approved the syllabus
and other arangements Tor the courss as proposed by the Governors ai-
des. The meeting accepiad the offer of the Govemor of the Reserve
Bank of Austraha fo host the Seventesnth Council of Governors' Mesting
in Australia in 1987 and the Seventeenth SEANZA Central Banking Cou-
rse im 1988, They welcomed the offer made by the Governorn Reserve
Bark of India to host the Eighteenth Councill of Governors” Meseting and

the Eightesnth SEANZA Central Banking Course in 1389 and 1990 nes-

pactively

183, The Second Meeting of the SEANZA Forum of Banking Super-
visers was held at Dhaka on 2nd and 3rd April, 1986, the first one
baing held at Katmandu, MNepal in November, 1884, 20 delegstes from
12 countries-and 2 observers from Macau and one each from LK. and
USA also participated in the meeting The following issues  were
discussed ;

iy recent development in supervision of domestic as well as Foreign
banks ;
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ii] exchange of views an inlemational cooperation in banking super-
vigion within the SEANZA region, exchange of information, shar-
ing of expenence and necessity of issue of leter of comfon from the
parenl supenisory authority |

i) assesment of liguidity, adequacy of capital. classification and
provisioning of loans, supervision ol non-performing advances,
oelc., and

ivl measures for detecting and preventng ncidence of frauds and

fargeries:

181. in ling with the Governmeant policy of encouraging loreign i
westment in the country, the Export Processing Zone in Chittagong, wherg
foreign enterprises benefit from low-cost labour amd certain tax ncentives,
has besn expanded. The Bangladesh Export Processing Zone Authornty
(BEPZA) ull end June, 1986 sanctioned 32 projects in the Chiltagong
Export Procéssing Zone [CEPZL) of which 14 industries had already gone
into commercial production while 5 units were in the process of imple-
mentation. Among these 19 units expected 0 go into  preduction by
December, 1986, 5 units are 100% forelgn-owned, 8 units are joint venture
projects- and the remaming 5 unis are fully owned by Bangladesh natio
nals. With the re-organisation of BEPZA, simplified sanctioning procedures,
improved  utility services, liberal financial arangement, competitive fis-
cal incentives and objective support of the Government, il was expected

that in the near futuee there would be more investment in CEPZL

192. Joint Investment Companies with foreign paricipation are be-
ing encouraged by the Government of Bangladesh Two such Joint Invest
ment Companies have already been formed (1) an Industrial Development
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Leasing Company with the participation of IFC and the Korean Development
Bank and (2) an Agricultural and Industrial Investment Company established
jointly with the Kingdom of Saudi Arabia.

193. Reminances from Bangladesh workers abroad, specially in the

Middle East, is one of the major sources ol foreign exchange eamings of
the country providing substantial supporl 10 balance of payments  Ched

gseps naw employment for Bangladesh natonals recorded a notable incre
ase dunng 1985-86. Total number of Bangladesh natonals leaving on
employment inoreased from 56754 during calendar year 1984 ta 77,694
during 1985 The employment Tigure durng first six months of 1986
stood a1 36,847, Wage sarners remittances also increased dunng the pa
nod. Table 10 .1 shows vear-wise new  employment al Bangla
desh nationals abroad alongwith coresponding remttances Tor the penod
from 1876 till June, 1986
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TABLE 101

YEAR-WISE NEW EMPLOYMENT ABRDAD OF BANGLADESH
MATIONALS FAOM 1876 TO JUNE, 19886

(Taka in crores)

Period Typa Remiitances
(Calendar Profes- G Un N:::Lr ;::::?
Vear) sional | Skilled | giney | Skilled Pt
1976 668 1778 543 3.201 6.087 3584
1877 1,766 6.447 450 7.022 16,725 123.66
1978 3.455 8,190 1.060 10114 22,809 165.59
1879 3494 7,005 1.685 12301 24 485 266,74
18980 1.983 12208 2343 14,038 30.573 43315
1981 3882 2241 2449 27156 B5 787 620,77
1882 3.888 20.611 3272 3498 62762 113624
1983 1.822 18.939 5.088 33341 B9 220 1.568.37
1984 2642 1783 5484 31,445 56754 1.268.18
1985 2568 28225 7.823 39078 77654 1,4T6.70
1986

(upto June) 1,234 14,260 4486 16.867 36.847 83338

Grand Total: 27,322 157,276 34,723 229423 448743 7.,928.62

Source: Bursau of Manpowaer, Employmant and Training.
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BALANCE OF TRADE AND PAYMENTS

184, The balance of trade (wvisible exports less wsible impors) of
the country recorded some improvement during 1986-86 The defica in
the trade balance which had stood at § 1676 milfion or Th. 43527 crores
in  1984-85 came down 1o $ 1455 million or Tk 434B5. cromes in
1985-86, showing an improvement of $ 221 milllon. This was due main-
ly to lower payment on account of food grains import during the year
Total Imports during 198526 at § 2364 million or Tk 70651 croms
[though Tk.191.3 crores higher In terme of Taka) stood lower by & 283
million or 107 per cem than 3 2647 millien durng 1984-85.

185, During 1985-868, wmporz financed by cash (including POL im-
ports), Barter and Special Trade, Wage Eamers Scheme, Loans/Cradits
and Grants . amownted to TkA19406 crores {27.5%). Tk 3531 crares
{5.0%). Tk. 2020.9 crores (2B6%), Tk 13016 croms  (184%) -and
Tk.1448.9 crores (20 5%) respectively, Long-term loans/ credits received from
Foreign Gowernments/ Instiiuhons etc. wers utilsed for mporiz of food
(Tk 44 B croms), mon-food project (Th. 10063 crores) and non-food
non-project (Tk. 2505 crores). Food and non-food imports against
grants. during 1985-86. stond at Tk, 8059 crores and Tk, 843.0 -crores
respectively, Import payments under major heads during 1984-85 and
198586 are shown in Table 11.7.

141



Export
Receipts

TABLE 111

MERCHANDISE IMPORTS (PAYMENTS)

Period 1984-85 15985-86
Commadity Value | In crore | In million | In crore | In million
™ us. s Tk. Us s

Total Imports {CEF) [ ] 2647 70651 2364
1 Food grains 128249 4498 B856.0 270

a) Rice (456 9) (176)  (24.5) (&)

b Wheat (B36.0) {322) (6315) (212)
2 Edible oil & oil seeds 2908 112 354.0 118
3. Petrodeum crude and

petrolaum products a81.4 78 864.3 323
4 Cotton & Textile yam 253.4 a8 260.8 B84
8, Fartilizars a55.7 137 306.5 103
6. Chemicals 3221 124 424.8 142
7, Camant 136.9 B3 167.7 56
8. Capnal goods & ather

acCessories 1589.3 616  2066.2 691
9. Others 1641.3 B3t 1874.7 627

196, Receipts from exports &t Tk, 27186 crorés during 1985-88

was larger by Tk 1955 crores as compared to Tk 25211 crores during
1598485 Howewer, in terms of LS. dollar the recaipts indicated a decline
of $ 62 nilion or 6.4 per cent to $ 908 million during 1985-86. Expost

gamings from raw jute and jute goods during the year
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3525 crores (13.0%) and Tk1014.0 cromes{37.3%) respectively Receipts
under the major heads during 1984-85 and 1985-86 are shown in Tahle

12
TABLE 11.2
MERCHANDISE EXPORTS (RECEIPTS)
Period 1984-85 1985-86
Commaodi
v Value | Incrore | In million | In crore In millian
Th. Usg The uss
% Total Exports (FOB) 2521.1 an 271166 909
1. Raw jute g a 147 3525 118
2. Jule goods 1089.6 420 10140 339
3. Tea 147.1 57 103.8 15
4. Leather 2193 84 249.9 84
&, Fish, shrimps and frog
legs 2684 100 3824 128
6. MNaptha furnace oil
and bitlumen 438 17 48.4 16
7. Readymade garmenis 275.7 106 4439 148
8. Others 1083 40 1217 41
197, The deficit in services Account (invisible receipts less invisible
paymanis) during 1985-86 increased 1o Tk, 374.0 crores from Tk 2020
The Services _ . .
R orores: dunng 1984-85 Thé increase in deflicit on the semnices account

dunng 1985-86 occured mainly due ‘to lower receipts under “'Investment

Incoma” and higher payments undor the head "Teavel”
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188. The country’'s overall balance of paymenis showed a surplus of
Tk 1378 crores [$ 46 millian} during 198588 as against a deficit of
Tk. 2482 crores (% 95 million) dunng 1984-85 The improvement in the
overall balance was due mainly 1o raduced deficit (by $ 221 million) in
trade. balance in terms of dollar, larger receipis under private wnrequited
transfers;, and increased capital inflow. Receipts under povaie unreguiked
transfers. Increased from Tk, 10337 crorés [ 398 million) in 1984-85 1o

Tk. 156893 crores (3 525 million) in 1985-86 Net capital inflow during

the year inoressed ta Tk. 16356 crores (8 548 million} as compared o
Tk 13240 crores ($511 million) during 1984-B85

188, The convertible foreign exchange reserves heid by the Bangla-
desh Bank (including reserves with the IMF} increased from § 395 mll
ign at the end ol June, 19B5 w & 476 million™ as on June 30,
1836

200 Despite a sizeable decline of 245 per cent in commodity terms
of trade, the income terms of trade of the country showed soms IMprove-
ment  during 1985-86 due mainly fo a significant rss in the export wol-
ume. The decline in the commodity terms of trade was the combined
result of a shamp fall in export price by 17.3 per cent and rise in import
price by 95 per cent during the year. The commodity terms of trade as
given by the ratio of export prices to import prices shows different val-
ues of imports which could be: received in exchange for a given volume
of exports on the basis of price relation alona. The incoma terms of trade.
an  the other hand, measures changes in income eamed on account
of exports through change in commaodity terms of wade. Movement of
the estimated terms of trade of Bangladesh in recent years are shown in
Table 11.3,

0 Equivahant 1 2.4 month's impons:
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TABLE 11.3

COMMODITY AND INCOME TERMS OF TRADE OF BANGLADESH
{BASE : 1975-76 =100Q)

Export Impon Commaodity | Export Income
Perigd Price Price Terms of Valume | Tarms af

Incliex Index Trade Index Trada
18976-77 104.02 90.84 114.81 103.48 118.459
1977-78 122.81 g2.88 14818 102.63 1652.07
1978-739 153.29 10014 16318 98 75 151.26
1979-80 181 60 12744 150.35 37.95 147 27
1980-81 174.99 166.08 105.36 104.91 110863
1981-82 167,66 194 74 86.049 115.83 8972
1982-83 204.51 206,71 0942 13163 130.77
1983-84 253 27 21082 12014 127.66 163.37
1884-8B5 363.65 2013 17667 106 21 186.58
189865-86 292.57 2230 .44 132,72 141.08 187.24

Z201. The expaort based capacity 10 |mpart,
rade deteriorated during the years 1978-79 through 1981-82ascompared

o 18977-78. The

LA,

income terms of rade. however, showed a

income  terms of

Bigni—

ficant Improvement from 1982-83 to 1984-85 due 1o gain in commodity

terms of trade although some increase in export volume also parlly  ac-

counted for it. The improvement in income terms of trade during 1982-83

compared to the preceding year was the combined result of improvement

in both commaodity terms of trade and export volume index, Despite decl

ine in the volume of expors, the commodity as well as the income

terms of trade recorded substantial improvement in 1983-84 and 1984-85

as a result of continued increase in the export price index. In 1985-86,

Moie; Faguers melaping to 1986-B6 se povissgnal
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although the commodity terms of trade detenorated by 24.5 pey cent lol-
lowing a substantial decline in export price indax, the mncome terms of
trade recorded some Improvement due to a significant increase in the

Bxport volume index.

b



CHAPTER Xl

FOREIGN AID



FOREIGN AID

202, Foreign aid commitment 1o Bangladesh during 138586 amoun-
fed to % 1.662 milion which was 15.78 per cent lower as compared to
% 1.973 million in 1984-85. Total commitment of foreign aid since inde-
pendence il the end of June, 1986 stood a1 § 19,393 million of which
$ 2883 million or 45.81 per ceni represented grants. Total disbursement
of aid since independence till June, 1986 stood ar $ 14,011 million or
7225 per cent of toal commitment Of the total disbhursement § 7175
million ar 51.21 per cant represented grants. Total cutstanding exiernal
debt*as on June 30, 1986 stood at § 6,140 million as compared with
$ 5,268 million at the end of June, 1985,

203 Disbursement of foreign aid during 198586 totalling § 1,306
million was 3.08 per cent higher than the level of $ 1.267 million during
1884-85. Food aid at § 203 million during 1985-86 was 16.80 per cent
lower than $ 244 million in the preceding year, An amount of $ 393
million was disbursed as commodity aid during the year which was 9.03
per cent lower than $ 432 million in 1984-85 Disbursement of project
aid a1 § 710 million during 1985-86 was 20.14 per cemt higher than
the previous year's level of § 581 million, The disbursemem of foreign
aid during 1985-86 alongwith the comparative figures of previous years
gince 1981-82 are shown in Table 12.1.

* Deciudng grant Compones
F= PFgwsad

149



TABLE 121

DISBURSEMENT OF FOREIGN AID
{Million US Daollar)

Category 1981-82 | 1982-83 | 1983-84 | 1984-85 | 1985-86
Food Aid 231 255 177 244 203
Commodity Aid 420 452 439 432 193
* Project Aid 589 470 552 581 710
Total: 1280 © 1177 1268 1267 1306

204, The figures in the above table refer to gross foreign aid disburse-
ment The principsl repayment of foreign aid (excluding repurchasas in
respect of drawings from the IMF) made by Bangladesh during 19B5-BE
was placed at $ 117 million. This was in addition to the interest pay-
mental § 72 milliaon during the year. Thus the net inflow of foreign aid
inta the country during 1985-86 was to the tune of $ 1,117 million.
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TRANSACTIONS WITH IMF

205, Dwring 1985-86 Bangladesh entered into a Stand-by Amange-
ment with the International Monetary Fund for an amount of SDR 180
million 1o be disbursed is seven Instaiments over the period extending
from December 2, 1985 through June 30, 1387, This amount of SDR
1B mullion was 626 per cent of Bangladesh's current quota: which is
SOR 287.5 million. Under the armangement, Bangladesh purchased a total
of SDR 4.0 million in three instalments dunng the year under report.

206. During the vyear, Bangladesh repurchased a total of SDR
110,34 millien on account of outstanding drawings under variows facili-
tiesof the Fond The demiled positon of Bangladesh's transactions wwith
the Fund during 1985-86 is given in Tahle 13.1.
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TABLE 13.1
TRANSACTIONS WITH IMF

{Million SDR)
Amount  |0utstan- |Purchases| Repur- | Dulstanding
for ding as  |during chases | a5 on June
Lo Drawing/ |on June [1985-86 |during | 30, 1986
Purchase. |30, 1985 1985-86
T Stand-by Arangament
of March. 1983 68 40 a8 40 - 285 £5.55
2} Stand-by Arrangement
of Decamber , 1985 180.00 - B4.00 = B4.00
3} Extendad Fund
Facility of 1980 110,00 105.25 = 1834 BE.91
4) Supplemenmary Financing
Facility af 1880 110.00 7537 - 2750 47.87
B} Compensatory Financing
Facility of February, 1982  36.00 3228 - 18.44 13.86
B) CFF-Careal Facility of
August, 1382 5180 51.90 = 1947 3243
7) CFF- Cereal  Facility
ol April, 1985 54.95 54 .95 — — 5495
B) Trust Fund of 1977-81 12179 9892 — 23,74 76.18
Total: 487.08 8400 11034 460.74

207, As a result of the sbove wransactions during 1985886, Bangla
desh’'s outstanding liability to the Fund in respect of earier purchases
stood ar SDA 460.74 million at the end of June, 1986 as against SDR
48708 million a1 the end of the previous year. In addiion to the repur-
chases, Bangladash paid SDR 3462 milion to the Fund as periodic
charges during 1985-86

A+ Reused
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Export
Palicy
and Target

TRADE POLICY

208. The tade policy of Bangladesh recognizes the imperative need
o increase foreign exchange earnings in order to meet the large gap
between the country’s imports and expors. Pnonty has thus been accor
ded 1o diversificaton and expansion of exports as well as improvement
of bilateral trade relation with other countries. The export target for
19856-86 was fixed at Tk. 2656500 crores, mdicating an increase of 1863
par. cent ovaer the target of the preceding vear, However, the value of
axport shipments at Tk 2431.40 crores during the year fall short of the
target by B.42 per cent dua mamly to the sharp fail in the prices of
main exporable items in the international market, The export pnce index
is estimated 1o have declined by 11.76 per cent while the expon volume

mcreaged by 1557 per cent dunng the year

208, In order to expand the export base of the country, 8 number
of messures were taken in the Export Policy for 1985-86. Some of these
are (i) withdrawal of export cess from non-traditional products; (i) intro-
duction of Expon Perormance Benelit (XPB) system repealing the .emst-
while XPLAIEC, (i) Prowision of XPB faciities having three slabs of 100
par camt, 70 per cemt and 40 per cent for promotion of exports on the
basis of efficiency, (iv) withdrawal of export duty on tea; (v) decision
to allow export of tea upto the value of US § 250 without opening LjC;
and (vi] provision ol cash formign exchange for expansion, moderniza-

fion and balancing of expor-onented projects

f'E-l' Enl.l-rl:l Elpun‘ meﬂ Buereai
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Export
Earnings

Iniprort
Palicy

210, Total value of exports at Tk, 243740 crores during 1985-88
were marginally higher in terms of Taka than that of Tk 2415.49 crores
during 1984-85 Of the total expors. jute and jute goods accounted for
Tk, 367.70 crores (1612%) and Tk. B70.04 crores (36.78%) as against
exports. worth Tk 38984 crores (16.14%) and Tk 100763 cromes
{41.72%) respectivaly during 1984-85. The value of tea exports also dec-
lined sharply 1o Tk, 97.31 crores during 1385-88 from Tk. 157.73 cro-
s in the preceding year. Frozen food and tanned and semi-tanned lea-
ther fatched Tk 335.87 crores and Tk, 1B0.24 crores respectively during
the vear as compared to Tk.224.49 crores and Tk, 18063 crores. respec—
tively during 1984-85. Exports of readymade garments, however, pickad
up from Th. 300.39 crores during 1984-85 to Tk390.22 crores during
1985-86. The velue of other items of expors totalled Tk, 190.02 crores
during 1985-86 a3 compared to Tk, 154.78 croms during the preceding
year.

211. The Impont Policy for 1985-B6 envisaged a total allocation of
Th. 462000 crores which was higher by 618 per cemt than the alloca—
tion of Tk.4351.00 crores for 198485, Of the total aliocation, Tk.1038.80
crores (22.48%) were to be financed from the l::nur'ltr'y"i own foreign ex-
change earmings. Commodity Aid, Wage Eamers' Scheme, and Barter/STA
System were to provide Tk, 938.00 crores (20.30%), Tk. 2461.20 crores
(53.27%) and Tk 182.00 crores (3.94%) respectively

212 The main features of the Import Policy for 193586 wers
{iyprovisionfor impors worth Tk 238592 crores (5164%) under prvate
sector industries, Tk.831.71 crores (18%) under public sector industries,
Tk. 994.00 crores (21.52%) for fuel and Tk 40837 crores (B.B4%) lor

commercial impaortars; (i) provision of two lists of items. one for those
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Import
Licences

which cannot be impored {(negative list), and the other Tor thoss which
can be imported under certain conditions (restricted list). ltems not icha-
ded in the above two lists can be freely mported under the WES , ()
infroduction of a pew Import Control Order repealing the Import Trade
Contral {LT.C.) order of 1979 {iv] decmion to enhance the éxemption
himit of import permit fea from Tk 20000 to Tk 265000; (v) reduction
of interest rate on bank loan extended for Barter by 3.0 per cent (wi)
prohibition of thoseé items included in Barter Trade for impon under WES
orf from any other source except ted commodity assetance bl the allo-
cation ‘under Barter is fully wtilised: (vil) provsion of mport of coal in
the pnvate sector; {vii) decision 1o finance mport of specific  commodi-
nes, raw materals and spares from specific sources: (ix) fixation of the
time period for shipment of goods &t 10 days from the date of opening
LSCs which can be extended upto a maximum of 30 days only i casa
of failure of forelgn suppliers: () compulsory requirement of making im-

poris throwgh indentors instead of proforma invoice with a few excep-

“tiong () decision to allow importers to import goods under WES upto

US $ 1000 simply by taking permission from local impont control authon
ty; [wil) decimon to allocate cagh foreegn exchange to export-onented
dustries in order to facilitate import of machinenes and spares NeceEssary
for their balancing, modernisation, rationalisation and expansion
(EMRE).

213, As against the total allocation of Tk. 462000 crores. value of
licences tssued during 1985-8B6 stood st Tk 3B71.80 crores: Thiscom-
pared  with lic!rncas@:"ﬁuad worth Tk, 410480 crores during 1984-85.
Of the total value of ficences issued during the year, Tk. 1014.94 crores
were financed from cash foreign exchange mesources, Tk 19233 croves

= C.CILAE
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Value of
Impaorts

under Barter/STA and Tk. 209557 crores and Tk 56896 crores under
Wage Earners’ Scheme, and Commodity Assistance respectively. The sac-
toral shares in the licences issued were as follows ; Commercial |m|:la.urters
Tk1168.17 crores; industrial consumers (private) Tk. 133373 cromes, sec
tor corporations Tk, 365.08 crores, POL Tk 86565 cromes: XPL
Tk. 20,37 crores; and TCE Tk, 128.80 croms,

214, Total value of merchandise imports @ I"ﬁ':|'||11:Iu+:l|n1;l lood and
imports under project aid, etc. but excluding imports made through land
customs) duting 1985-86 siood at Tk, §5183.11° crores as compared with
Tk. 5481.44 crores during 1984-85. Of the wotal impons during the year,
the share of food and live animals sipod at Tk, 65559 crores crude
materiglz inedible except Tuels Tk, 23178 crores: mineral fusls, lobn
cants and related materials Tk. 633.84 crores; animal and vegetable oils
and fats Tk 534.97 crores, chemicals, drugs and medicines Tk 594 29
crores, manufactured goods classified chiefly by matenals Tk, 127879
crongs; machinery and franeport egquipments Tk, 33620 crores. ang others
Tk, 19665 crores,

0 di Sourger Bangladesh Borsaw of Statshcs based on Custonns meiums
* The vaus of total impon sas actugly gher-than the aboee igures as POL imports swere ol Tuly

refeatad @ Customs S1auslos
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TRADE AND PAYMENTS AGREEMENTS

215. Bangladesh signed 12 new trade agreements with other countries
during 1985-86 as compared to 9 agreements signed during the preced-
ng year, Of the agreements signed during 1984-85, the one with China
{Barter No.B) which became effective from December 21, 1984 remained
valld upto March 31, 1986. The agreement with Hungary (Special Acco-
unt No8) effective from March 25, 1985 will remain valid upto June
30. 1987 while the agreement with the USSR (Barter No 13) effective
from July 13, 1984 remained valid upte March 31, 1985 and June 30.
1585 for opening L / C and effecting shipment respectively. Barer proto
col No. 14 with the USSR eHective from April 28, 1985 remained valid
upto December 31, 1385 while TCB-E-Marck STA-3 and TCB-ACSA
(Andre & CIE SA) Switzedand STA (2nd year) agreements remained va-
hd upto June 30, 1986, The aother agreement, namely, TCB-Musilér Inter
national B.V. Amsterdam STA dated 17.91984 will remain valid upto
seplember 16, 1986

216, Under the agreements signed during 1985-86, exposts from
Bangladesh conaisted mainly of raw juie, juie goods, crust and finished
leather and leather products. hides and skins, tes, readymads garments,
hosieny products and special textiles. tobscco. newsprinl, papersoap and
detergent, frozen food, G pipes, hard board and paricle board, cosme-
tics, spices, electncal cables and wires, etc. Impaorts o Bangladesh con-
sigtecd mainly of machineries, equipments and spares, scientific  instru-

ments, pharmaceuticals, X-Ray films, photographic materials, cement, steel,
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sugar, pig iron, fertibzer, twres and twbes, bafll beanng. milk powder, petro-
leism  products high speed diesel oil, 2inc ingot. steel and glass,  pesti-
cides, elc. Table 151 gives a briel description of the agreements signed

during 1985-26

TABLE 151
TRADE AGREEMENTS
Bate ol Value of commodities
Country/Party to beexchanged
Agreament eachway

1)15.9.85 TCB-Otto Sumar, LS £3.09 million
Fintand CTA

2)14,10.85 TCBTopar SA, S % 10.00 rillicn
Turkey CTA

-

3)21.10.85 Bangladesh-DPR Korea US $ 10.00 rullion
{Bartar Ma.4)

4)6.11.686 TCE-MITCOSTA LSS 10,00 milliomn

B 18.11.85 Bangladesh-Bulgaria US § 35.00 millon
(Barter Ma.11)

61 13.12.85 Bangladesh-China LS % 43.50 million
{Barter Mo.2)

T31.3.86 Bangladesh-USSR AL
(Barter Ma. 15}

8] 3.4.86 TCB-ACSA LSS 18.00 million
Switzerand STA-3

8} 10.4.88 TCB-Interexport LS5 0.25 millian
Yugosiavia CTA

101 20.4.86 TCB-4.B. Sukab, LS % 1800 million
Sweden 3rd TPA

11}23.4.86 TCB-NTL Nepal STA LS % 2.00 millian

12)26.5.88 TCB-MTCUSESTA LS $ 15.00 mikion

BLA = Mot avadable,
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Raw Juta:

TRENDS IN EXPORT COMMODITIES

217, Raw jute productian durng 7198586 seasan stood at a record
level of T6.00 lakh bales. This was B4 per cent higher than the product
ion of 49.38 [skh i:ra[ﬂ:; during 1984-85 The sharp rse in production
during the season was atinbuted to the incentive of higher price in the
preceding season and consequent coverage of the entire jule ama wnder
the Intensive Jute Cultivation Snlmrr-a. The area under jute culivation
stood higher at 2284 lakbh acres dumng 1985 -86 as compared o 1300
lakh acres dunng 1984-85 The yield per acre however stood lower at
3.33*bales during the season as compared to 3.B0 bales in the preced
ing sedason. Totwl avatability of raw jute. including the caryover stock of
§.76 lakh bales, dunng 19B5-86 stood at BS.7E lakh bales which was
26.27 lakh bales higher than 5849 lakh bales in the preceding season
Export of rew jute dunng the year also stpod G63.00 per centl higher at
2301 lakh bales than 14.08 lakh bales during 1984-B5

21B. The increased producuon ol raw jute in Bangladesh coincided
with 8 marked increase in global production which was unmatched by a
relatively smaller increase in world demand. This resulted in a sharp fall
in prices of raw jute i the inernational market The average expart price
at Tk. 159B.00 per bale during 1985-86 was 4228 per cent lower than
the price of Tk, 276875 per bale during the previous year Despite a 63
per cent increase in expon volume dunng 1985-86 total foregn excha
nge earmings from raw jute stood lower at Tk 367.70 crores as compa
réd to Tk, 3B889.84 crores duning 1984-36

e Bource Mimsiry of Jure and Toxides
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218, The internal prces of raw jute also declined sharply dunng
1985.-8B6. The growers’ level poce of raw jIIJI:‘E' which had © stood a1
Tk, 23026 per maund’ during July,1985 declined 16Tk 175.00par maund
by Jura, *‘IEBE The annual average price of raw jute at the growers
level stood ai Tk.198 38 per maund during 1985-86. showing a decline
of 51,37 per cent as compared w0 Tk 50759 per maund dunng 1984-85.
The dechning trend of price continued despite liberal credit policy pur-
sued by the Bamgladesh Bank for stimulating the couniry's raw jule. mar

ket during the season

220 The Bangladesh Jute Markeung Corporation and the Bangladesh
Jute Trading Corporation wera merged to form the Bangladesh Jula Cor-
poration (BJCY with a view to ensuring co-ordinated efforts for boosting
up purchase operation in the domesuc markel as also to provide concer-
ted support 1o the jute industry To overcome liguidity problems the BJC
was sanctionad a credit imit of Tk. 311.00 crores dunng 1985-86. The
tatal autstanding credit with the BJC stood at Tk 337.33 crores (includ-
ing Tk, 6118 crores outstanding from the preceding year] af the end of
June, 1386. The level of raw juile stock with the BJC stood at 23.09
lakh bales at the end of Juna, 1986,

221 Amivals of raw jute in the country's secondary markets during
1985-86G stood substantially higher a1 6840 lakh bales as compared 1o
40,46 lakh bales in the preceding season,

222. Considering the increased supply position of raw jute in the
domestic as well as in the international market, i1 was decided to  libara-
lse export guotations for jute of D-Grade and below with effect from
February 1%, 1986 to attain maximum level of expors. As a resull, the

*1 Maungd <37 335 K
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Disinvestmant
of Jute Mills

axport sales registration durng 1985-B6 stood substantially  higher a1
30.11 lakh pales as compared 1o 1849 lskh bales In the preceding sea-
s0R. Actual export of rew julg during T9B5-86 sesson also swood marked:
Iy higher at 23.01 lakh bales as compared to 1408 lakh bales in the

pravious season, denoting an increase of ‘B3 per oent over the yeaar

223 In the Marayangan) terminal marker, the kuicha bale prce al
raw jute depicted & declining tend, The price of white X-Bottom grade
of raw jute which had stood at Tk 82300 par 100 kg on Juby 1,
1985 gradually declined 1o Tk G83.00 per 100 kg on September 14,
1885 and fmally 1o Tk 465.00 per 100 kg on June 14, 1886, In the
pucca bale section, the prce of BW.D, grade jute which had sood o
Tk. 220000 per bale ** on July 1. 1986 gradually declined 1o
Th-1595.00 per bale onNovember 2. 1985 and funther to Tk. 149500 per
bale on March 25, 1986 The price finally droppad to Tk 120000 per
bate on Juna 14, 1986 and remained unchanged at that fevel 1ill the

close of the ssasons

224, The export price of BW.D. grade of jute which had stood at
$ 47500 per metic ton on July 1, 1985 gradually declined 1o 3 400
per metrc fon on August 4, 1985, 5 350 per mewic ton on Sepember
8, 1985 apd further to $ 310 per metric ton on February 18, 19BB
Thereafter, the export quotations for D-grade and below 'ulm WErE SUSDEN

ded 1l the close of the season.

225, Tha_ Government palicy of disinvestment aof the nationahsed
jute  mills continued dunng: 1985-86. Accordingly, one nationalsed  jute
miell ‘was disinvested dunng the year, raising the tolal nuInhar of disinves—
ted jute mills to 35 at the end of June, 1986

10D kg = 2 E aends
*% 1 pale = B maunds
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Juts
Goods

226. The country's jute industry also’ suffered set-back during
1985-86 due mainly w profonged power fallure and labour unrest As a
msult, the production of jute manufactures during the year stood 1449
per cent lower at 4,90 lakh mnﬁﬂﬂ compared to 573 lakh tons during
198485 although raw jute prices fell by 62 per cent during the

SEEEL

227. Export sabes ragistration of jute goods with the Bangladesh
Bank =stood higher at 6.79 lakh tons during 1985-86 as compared o
B08 lagkh tons inthe preceding season. Actual expornt of jute goods also
stood higher at 4,94 lakh tons as comparsd to 484 lakh tons in the
preceding season. Total foreign exchange eamings from the export of
jute goods during the wear was. howewer, 656 per ceml lower at
TeS67.00 crores as comparsd to Tk, 1034.90 crores in the preceding
season, Doespre 207 per cent increase in the volume of exposs earm-
ings declined due to B.45 per cent fall in average exporl price of jute
goods from Tk, 21,382.23 per ton in 1984-85 10 TK. 18,574.90 per ton
in 1885-8G. In terms of U5 F, the export price. decline was 1887 per

canl

228, Stocks of jute goods in the country {soid. wunsold, stock-intran-
sit andshutout) as on June 30, 1986 stood at 1.19 lakh tons as com-
pared to 1,65 lakh fons -at the end of the precedinﬁ YEar,

& Al igures relete B3 matng measuna
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Teadi

229, Tea production declined by B75 per cent 1o 38.80 milhon kgs
during 19B5-86 as compared to 4252 million kgs durng 1984-8B5 cea—
son, The decline in the production of tea dunng 1985-86 was due mai—
nly 1o adverse weather conditions. Total availebility of tea during
1985-86 season including a camyover of 1447 million kgs. stood higher
at 5327 millon kga. a5 against S0.54 millicn kgs: including 8 camyowver
of B.0Z million kgs during the previous year. The closing stock of tea
stood at 11.456 milhan kgs, at the end of T985-86 as compared to 14.47

millian kgs, &t the and of previous year,

230, The Chittagong tea market showed a downward prce trend
durng 1985-8B6 season. Most of the vaneties of tea witnessed an sasier
market and weare sold at lower prices th:uughuut the season under rep-—
ort. In sll, 36 auctions were held at Chittagong auction markel during
1885-86 in which 3695 million kgs: of wea wer sold al an aversge
price of Tk 3774 par kg, as aganst 3446 mulbon kgs ol tea sold at
an average price of TK. 4971 per kg during the previous year

L

231, Tha export of wa during 1985-86 increassd by 1536 per cent
o 2982 millien kgs. from the level of 2585 million i:lgs. during the
preceding year. The increase was dus mainly fo0 extended international
demand following a 46 per camt fall in the average expon pricé  from
Tk.60.32 perkg. during 1984-85 10 Tk. 3260 per kg in 1985-86. The
entry of China, lran and lrag in the tea market during the year also
contributed to boost up the level of tea expors. However, earnings du-
nng the year fell by 38 per cent to Tk. 97.3% crores from Tk, 156.07
crores in 1984-85 due to the rate of fall in export prices overaking the

rate of increase in volume of export,

- hapdg Banginckest Tom Bosaid
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Hidesi
and Skins

232. Pnces of hides and skins in the country depicied an uptrend
dunng 1985-86. The price of cow-hides (wet salied heavy) which ope-
ned at Tk.17,000 -Tk27,000 per hundred pieces on July 1, 1986 increa—
sed. amidst some fuctuatons. o Tk. 26,000-Tk. 30,000 per hundred pieces
on August 21, 1985 and furtherto Tk 32000 - Tk 37,000 per hundred
pieces on September 9 1985, After ruling unchanged at that level the
price started declining from September 19 1985 and fell, amidst ematic
fluctuations to Tk, 29500 - 31.000 per hundred peeces an  Novermnbear
30, 1985. Thereafter, the pnce increased from December 7, 1985 and
rase steadily 1o Tk 33,500 - Tk, 38000 per hundred pieces on February
8, 1986, The price, however, fell to Tk, 32,000 - Tk, 34,000 par hund-
ed pieces on February 22, 1986. The price, amidst some fluctuations,
closed at Tk, 32000 - Tk, 35000 per hundred peces on Jung 30,
1986,

233. The price of buffalo hides  which opened at
Tk.27,000-Tk.30,000 per hundred pieces on July 1, 1985 rose, amidst
some fluctuations, 1o Tk.27,500 - Tk.32.500 per hundred pieces on Sep
tember 23, 1985 and further ta Tk.25.500-Tk.37.500 per hundred pisces
on Movember 16, 1985, From Nowvember 21, 1985 the pnce starfed dec-
lining and, amidst fluctuations, fell to Tk 29000-Tk.32,000 per hundred
pieces on April 9, 1986, Thereafier, the price of buffalo hides  started
increasing and closed the year at Tk, 30,000~ Tk. 33.000 per hundred pieces.

234, The prce of goat-skins (large and heavy) which npenfd at
Tk.5.500-Tk.6.500 per hundréd plecés on July 1, 1985 gradually declined
o Tk4.500-Tk6.000 per hundred pieces on August 5. 1985 The poce

started increasing from August 14, 1985 and, amidst some fluctuations,

it Spurce: Duesciarmee ol Apncultuesl Markging
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Leatharin

rose o Tk 9500-Tk 10,000 per hundred pieces on September 3. 1885
After  mling unchanged at that level the price declined to
Tk 7.000-Tk.8.500 per hundred pieces on October 26, 1986 The price
increased egain from  October 27, 1985 and rose gradually to
Tk. 11.500-Tk.1 2,000 per hundred pleces on December 7, 1885 There -
after, the price declined to Tk.9.000-Tk 9,500 per hundred pieces on
January 30, 1986 and further to Tk.8.000-Tk 8,500 per hundred pieces
on March 30, 1986. The price of goat-skins rase again from Aprl 16,
1986 and, amidst some fluctuations, closed the year &t Tk BS500-
Tk, 8,500 per hundred pieces

_5.7'35. Opening at Tk 3.000-Tk. 3,500 per hundred pieces on July 1,
1885 the price of sheep skins, amidst some flucluations, declined to
Tk-3,100-Tk. 3,400 per hundred pieces on October 26, 1985. Thereafter,
the price staned increasing from October 27, 1985 and gradually rose to
Tk. 5,000-Tk. 6,000 per hundred pieces on December 1, 1985. The price
declined 1o Tk 5000-Tk.5500 per hundred pieces on December 31, 1986
and further to Tk.4,000-Tk.5.000 per hundred pieces on January 30,
1986. The price started increasing again from February 16, 1986 and
rose to Tk.E,EDI]th.E.Em per hundred pieces on March 3. 1986. Finally,
the price, amidst some fuctuations, closed the year much lower at
Tk.3.500-Tk 4,000 per hundred pieces

236, Export samings from lesther (tanned and semi-tanned) during
1885-86 stood at TE180.24 crores which was- 23.30 per cent lower than
the export target of Tk.235.00 crores for the year and 0171 per cent
lowar than the actual eamings of Tk.180.43 crores during the previous

WEan

o] Spwce: Export Promotion Buteau
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Bitumen @
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Handicraftsin

237, Total expornt earnings from frozen foods which include shrimps.
frog legs. and Tish stood higher by 4961 per cent at Tk335.87 croces
during 128586 a: compared 1o Tk.224.439 croms in the preceding

year

238 Expor earnings from naptha and bitemen during 1985-86 dec-
lined to ThkA49.73 cromes or by V43 per cent as compared to Tk, 5372
crores dunng 1984-85.

239 Eamings from readymade garments recorded & remarkable impro-
vement during 128586 to Tk 330.22 croves which was 2880 per cent
higher than the eamings of Tk.300.39 crores from this source during
1984.85.

240. Export valus of newsprint stood lower a1 Tk 21.78 crores du-
nng 1985-86 as compared to Tk.21.87 crores during the preceding

YEAT

241. The value of exports of handicrafts during 1986-86 stood higher
at Tk, 574 crores or 1643 per cent as compared to Tk 4.93 crores
during 1984-85

ir Sowrce Expon Promotan Burgos
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EXCHANGE RATE POLICY AND DEVELOPMENTS
IN EXCHANGE CONTROL

Exchange Rate Policy

242 Dunng 1985-86 the world axchange markel was charactermsed
by ralative weakness of the U5 Oollar vis-a-vis the cumancias of the
other major industrial countries. Howewver, with a wew to restoring Bangla-
‘desh’s intermational competitivengss which was eroded sarlier due 1oapp-
reciation of Taka wis-a-wis the basket currencies, the Taka-Dollar official
exchange rate was allowed to depreciate in small steps dunng the first
half of 1985-86. As & mesult of these adjustments the country's intemat-
onal competitiveness was considered 1o have been restored by the end
of December, 1985 Thereafter, in line with the continued depreciation of
U.S. Dollar, the intervention currency, Teka was allowed to spprecite in
nominal terms against the Dollar beginning from January 18, 1386 The
movemnent of Taka-Dollar official exchange rate during 1985-86 s given

in Table 171

177



TABLE 17.1

BANGLADESHBANK'S TAKA RATE PER U.S, DOLLAR

Date of Fixation Buying Salling
July 20, 1985 2822 2828
Aupgust 1, 1985 2847 2853
August 17, 1885 2887 2893
August 31, 1985 28.22 2928
Septamber 30, 1986 2972 2978
October 31, 1985 29.97 30.03
November 25, 1985 3047 30.53
December 22, 1985 30.97 31.03
January 18, 1986 30.72 , 30.78
Jdanuary 28, 1988 30.47 3063
February 11, 1986 30.27 3033

Developments in Exchange Control

i} Export Performance Benefit (XPB) Scheme and
Secondary Exchange Market (SEM] Scheme

243, From July 1, 198BS the arrangement of issuance of Impart En-
iitlermant Cartificate. (IEC) under the XPL Scheme was replaced by the
Export Performance Benefit (XPB) Scheme, under which Authorized Dealers

pay a premium in cash to the exparters alongwith the normal export
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proceéeds. The premium paid by an Authorized Dealer is reimbursed by
the Bangladesh Bank. The amount of premium payable i each case is
worked out by the Authorised Dealer on the basis of commodily-wise
gntitlements as announced from time to ftime and the rate of XPB pre-
mium [per Doltar of net FOB values] as announced by Bangladesh Bank
from time fo time, and published in the Exchange Rate Ciculars by Sonali
Bank under fthe - auspces of the Exchange Rate Commities Consequ-
ent  upon replacement of the [EC by cash payment Bangladesh Bank
sefs asle, In an account siyled “Secondary Exchange Market Schemes
{SEM)", foregn exchange eguivalent 1o the amount of XPE antitlemeants
against which the premium 5 paid in cash Foreign exchange purchased
by Bangladesh Bank under the Wage Earners' Scheme are also credited
inte the above mentioned account and are made available to the Auwtho
riged Dealers to hnance imports under the SEM Scheme. Bangladesh
Bank salis funds 1o Authonsed Dealers at the exchange rates [Selling)
announced from time to time for SEM / Wage Eamers’ Funds (U5 Dollar
and Pound Stering) by the Wage Earners’ Funds Rate Commuttes
.

i} Compensation to the Holders of Unexpired and
Unutilised IECs

244 Consequent upon abolition of XPL system, the holders of un-
pxprred and unutilised |EC were allowed o exercise thesr option eher for
receiving cash compensation from Bangladesh Bank at the rate of premi-
um @5 was payable an June 30, 1986 or for obaming LCAs under XPL
for import of commodities under the faport Policy Order 1985-86. The
facility of cash compensanon was also extended 1o the eligible exporters
where negotiation/realization of proceeds took place before June 30,
1985 but IECs were not issued
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iii) Balance of Foreign Currency Funds of Authorized
Deslers Held Abroad Outside Exchange Position

245 The amangement under which Auwthonsed Dealers could retain
100 per cent of balance of Foreign Cumency Accounts under Wage Earn-
ers” ‘Scheme and of private fareign currency accounts of foreign nation
gls 7/ tirms / companies / embassies, etc, and also 50 per cent of the L/C
covars in respect of imports under WES / SEM in their accounts abr
pad outside their gxchange position was discontinued with effect from
August 15, 1985 Instead, i1 was decwded that in fulure Bangladesh Bank
will, from time to time prescribe limits for each bank, of holding foreign
exchange in thewr accounts abroad, outside thewr exchange position and
that balances held outside the exchange position in excess of the fimit
prescribed by Bangladesh Bank shall be deposiied by the banke in thair
Forgign Cufrency Clearing Accounts with Bangladesh Bank. |t was further
decided that transfer of Funds from these accounts to the accounts of
Authonsed Dealers abroad will only be allowed to the extent pemmitied
by the overall limit prescribed by Bangladesh Bank for holding of balan

ces, oulside the exchange position i the accounts of banks abroad.

ivl Education Foreign Currency Account

246. With a view to enabling oversess Bangladesh nationals to
meet educational expenses of thewr children, real brothers and sistérsand/or
themselves  abrosd during or after completion of their foreign assign-
ments, 4 npew Iype of lorelgn currency account known as Education
F.C. Account” has been introduced with effect from September 3. 1985
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The accouni can be opened/mamtained i LS. Dollar or in Pound Ste
ling by Bangladesh nationals and perfons of Bangladesh arigin resident
abroad {including those having dual nationality who are eligible to main-
tain N.F.C.D. Account). Non-residents are allowed to maintain such scc-
ounts upto a percd of 5 years after their return to Bangladesh for  per-
manent esdence An ehgible person can mantain anly one such account
with any Authorised Dealer in Bangladesh , a maximuem amount of US &
30,0007 ar its equivalent Pound Sterling can be retained in such an ac-
count The interest on balances in such accounts will be peid on half-ye-
arly basiz at s months' Euro-curency deposit rates. The balances in
such accounts can be transferred abroad for mesting specified educa-
tional expenses of thesame may be convered into Bangladesh Taka at any

time with accrued interest

¥} Reconversion of Unspent Bangladesh Taka into
Foreign Exchange by Foreign Travellers

247, The limit for teconversion of unspent Bangladesh Taka into
foreign exchange by lormgn tounsts at the time of their deparure from
Bangledesh has been enkanced fram Te 1,000 ta Tk 6.0 per person
Reconversion into fareign exchange cannot, however, exceed the amounts
ariginally converted inlo Bangladesh Taka @5 evidence by the” encashment

certificata

vi] Extension of Benefit of the Secondary
Exchange Market (SEM) Rates

248, Eamings as consuliancy fee by Bangladeshi companies / fims
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for rendering professional services within El-ﬂng_l.a.-de-sh but paid far in for-
eign exchange by way of remittances from ebroad wem allowed encash-
ment at the SEM rate with effect from September 11, 1985. The commi-
gsion earmned In foreign exchange and repatriated to Bangladesh through
normal banking channel by eligible indenting agents was made encash-
able at SEM rate with effect from December 1. 1885 and such comimis-
sions earmned by exports agents, inspaction agents and recruiting agents
werg also made ancashable at the SEM rate with effect from January 5.
1986,

vil}] Encashment of Unutilised Balance of Licences/Letters
of Credit against Imports under WES

249, With effect from November 12, 1985 Authorised Dealars were
allowed to encash unulilizséd balamce of Licences / Letters ol Credit aga-
inst import under WES at the buying WES 7 SEM rate rubing on the date
of sumender, provided pon-utilization of the fund 0 question was dues o
failure: of foreign suppliers to effect shipment in time or due to other
reasons beyond the conteol of the imporer and that the funds were pur-
chased from banks: However, befors allowing the benefit of rulling buy-
img rate the Authonsed Dealers should satisty themselves about the gen-

uineness of the resson put forward for non-utilization of the fund.

viii} Import on Deffered Payment basis by Industrial
Consumers

250, Further to the provision of opening deferred pavmeni L/ Cs
for import of capial machinenes under SEM and of opéning back o
back deffered payment L/ Ce for raw and packing materials for impon

82



requirements of  the export onented readymade gament O spaciabzed  fex-
tile/ hosiery units operating under the bonded warehouse system, opening
of letiers of credit on defemed payments tarms have with effect  foom
January 1,1986 been allowed for periods upto 20 days for import of  in-
dustrial raw materials under SEM / WES by indusimal - consumers a3 per
their pazs book entitfernents subpect to the conditiorns that (i) i the prce
includes interest on sight FOB price the interest should not be above
LIBOR for the relative period and (i) the payment date must be within
the: onginal validity of the relatve LCA&s for remittance. The requirement
of advance deposit of foreign exchange cover befora opeming of letters
of credit for mport of admissible tems wnder WES / SEM on delferred
payment basis may be decided by the Authorised Dealers on the bamis
of banker-cusiomer relationship keeping in view their liability for making
payment on due date, subject, however, 1o compliance with the mini
miam  mangin reqguirements  for mpon of such commodity prescnbed by

Bangladesh Bank from time to time

ix) Forward Cover Facility for Imports under the back /
to back L/C Arrangements

251 To provide relief from flucluation of exchange nsk 10 the expor-
ters. who make ymports of their raw and packing matenaks under impart
LJ 7~ apened back to back against export LACs, Avthorsed Dealers
have been allowed with effect from Janwary 5, 1986 o make forward
gales for & months for vpto 75 per cent of wvalue of axports covering
payment of import bills under such back to back Import L/ Cs subject 1o

gther usual conditions
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¥| Purchase of Wage Earners' Funds by Bangladesh Bank

252 Authorised Dealers have been allowsd with effect from February
27 1986 1o el their surplus Wage Eamers Funds to Bangladosh
Bank at the ruling rate of the dale on which the same 15 tendered n-
stead of the rate at which the fund was purchased by the Authonsed

Dealers as was the practice earlier,

xi) Jewellery Export Scheme

253 I was decided by Bangladesh Bank to allow export of gold
jewelleres from Bangladesh under Jewellery Export Scheme. The Scheme
prowides that an axporter disiing 1o participate in the Scheme shall be
egistered with the Chie! Controller of Imports and Exports as exportar,
and in addition, shall get himsell registered with the Export Promotion
Bureau as authorised exporter of jeweliery. Under the scheme, an autho-
nised exporer shall have opton 1o procure gold and precious and semi—
pMecious slones 1o carry out manufactuning operations for expon of jewel.
lory unider two different procedures, viz, gold replenshment procedurs
and advance gald supply procedure. In case of gold replenshment proce
dure, the ezporler shall imtally use the gold and the siones from his
own siock or the mimal requirement of gold may alko be provided by
the Bangladesh Bank at the intemational market pnce prevailing on the
day of delvery against. underiaking / Bank Guarantes for export.  Subse-
guent raquireament of gold, siones and other matersis shall be amponed
through Sanall Bank against Special Import Authorisation 10 be issued
aganst export of jewellery under this- Scheme 1o the extent of 75 per

cent of the FOB wvalug of the jewellery exported. Under the advance
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gold supply procedure, the authorizsed exporter will enter into a contract
with the foréign buyer for manufacturer of jewelbery against advance sup
ply of gold and stones free of cost by the buyer. The schema also pro-
videsfor the formation o an “Appraisal Committes” lor assessment of the

walug af |[gwellery to be exported wunder the Schemes,

xiij Exchange Rate Fluctuation Burden Absorption
Scheme (EFAS)

254 Some of the provisionsof the Exchange Rate Fluctuation Bur-
den Absorption Scheme (EFAS) introduced by the Government n 1983
werg amended on April 20, 1986, ARer these amendmenis. only the term
loans in foreign currency disbursed by the Developmont Financing Inst-
utions [DFls) will be ehgible for cover under EFAS. the prema nelanng
o such cowvers will be credited 1o a special blocked account in the

name of the Gowvernment and the risk of such cowvera will also be bome

by the Govermment

xilij lssuance of Bank Guarantee Favouring

Non-residents Towards Repayment of Suppliers’
Credit

285, In order to covar repayment of suppliers’ credit 1o public and
private sector industries as approved by the Hard Term Loan Committee,
Authorsed Dealers were allowed 1o issue Bank Guaraniess, in favour of
the foreign suppliers’ bank withoul prior approval of the Bangladesh
Bank. Any remimtance in foreign exchange resulting from claims against
such guaranteas will, however, reguirg prior -approval of the Bangladesh
Bank.
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xiv) Export of Foreign Currency by Persons Ordinarily
Resident in Bangladesh

256, With effect from February 25, 1988 oulgoing pessengers, ordi
narily resident i Bandladssh, were atlowed 1o tske out foreign exchange
nol exceeding US % 160 per person or it aguivalent in othér curencics
ingtead of the previous limit of US % 25 per person withou! any prio

authonsaton © endorsement by banks.

xv) Opening of Back to Back L/Cs for Import of Raw
and Packing Materials for Export Manufacture by
Direct Exporters/by Inputs Supplying Indirect
Exporters (Other than Readymade Garments
/Hosiery Specialised/Textile Sectors)

257, Export onented readymade gaments £ specialsed texile S hos
gry wunits aperating under the bonded warchouss system can make import
of their raw and packing matenals requirements by opening  of impao
lerters of credo back 1o back aganst export L S0s recewved by them,
Bangladesh Bank has accorded general authonsation to Authorised Deal
ers In this behall lmpord of mw and peacking matenals under this back
o back arrangemeni has also been made ocpen to other export manwuiac
unng sectors (who have no import allocation 81 official exchange rale)
operating  undec the bonded warehouse system. Authonsed Dealers are
recquired in these cases to approach Bangladesh Bank for prior approval
to their establishing of the back to back impoit L /Cs  The provision
covers both the outpul manufaciuring direct exporters and the inpul manu

facturing ndirect exporiers supplying inputs 1o the direct exporiers.
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wvi) Deffered payment Imports under WES:
Interest on Advance Foreign Exchange Deposit

268, It was decided that in the cases of deferred payment imports
under WES/SEM where 100 per cent advance foreign exchange cover
was obiained by the Authorised Dealers from the importers, the importers
shiould be paid the Taka eguivabent af the Interest that the Authorised
Dealers will earm on this fund deposaed in the Foregn Currency Clearing
Account with Bangladesh Bank, less V% per cent retained by tha Autho-
need Dealers towards their handling charges, The conversion of tha intar-
esl amount in foreign exchanga 1o Bangladesh Taka should be made at
the SEM rate ruling on the date of lodgement of the relative import

dOCUMmEenis

xvii)] Non-Resident Foreign Currency
Deposit Account (NFCD Account)

258 It was decided on June 23, 1386 that foreign nationals and
comparnies S firms regestered and 7 or incorporated abroad, banks and other
financial  institutions,  including  institutional investors, will be allowed
o maimian pme: deposits in foreign currencies. with the banks in - Bamgla-
desh. The minimuom amount of deposits shall be US § 25000 of is
gquivalont in Pound Sterhing. The terms and conditions applicable to such
deposis arg generally similar 1o those appliceble o Mon-Resident Foreign
Currency Deposit Account maintained by Bangladesh nationals  [ang

ahraad.
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xviil) Hajj-1986

260, The Government made arangements for sending 10,000 per—
wons through baflot from Bangladesh w0 perform Hagy in 1388 all the pil-
grims were 10 be cared by Bangladesh Biman. Foreign exchange quota
for the pilgnms by air was fiked at Saudi Riyaks 3,319 including Muallim
fees, ete. In addiion, each pilgrim was allowed to purchase upto US,
£ 400 under Wage Earmers’ Scheme. Non-ballottee pilgnms holding mtum
air-tickats were allowed to purchase upto US $ 904 per head from F.C.
Account under Wage Eamers’ Scheme, In addition to the above amount
each such non-ballottes pilgnm was allowed to purchase & further sum
of upta US & 400 from F.C. Account under Wage Eamers' Scheme.
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ASIAN CLEARING UNION

261 Bangladesh's transactions under the Asian Clearing Union {ACU)
contimued 1o expand dunng 1985-8B6. As usual, six ssttlements ook
place under the ACL arrangement during the year in which Bangladesh
emerged as nel deblor in five transactions and net creditor in ong  tran-

saChon

262 Payments on Bangladesh's account recorded a substantial  in-
grease of AMU B9 72 milon or 954 per cent o AMU 12232 million
(Th. 41028 crores) in 198586 from AMLU 6260 milllon (Tk. 1683.12
crares) in 1984-85 Paymeants increased due mainly o oinclusion of crude
il impar from lran onder the Cleanng Srangement during the year. Re
ceipts, on the other hand, declined by -AMU 3810 million or 303 pos
cont o AMU 2748 million {Tk 29086 crores) 0 1885-86 from AML
12559 million (Tk. 32358 crores) in 1984-85 ’

263. As a result of these transactions, Bangladesh's position in the
Union changed from a net créeditor of AMU 6299 million [Tk 16048
croms) i 1984 85 1o a net dobror of AMU 3483 million {Tk 11941
crores) dunng 1985-86.
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CURRENCY AND COINAGE

Bank 264, No new design Notes or Coinswere issued during the period
Motes
from July 1. ¥8985 to Juna 30, 1956.

265, Subsidiary Coms in circulation a5 on June 30, 1986 amounted

o Tk 3679 crores as against Tk, 3627 crores as on June 30, 1986

Coins This was in addition to Taka One Notes and Teka One Coins worth |
Th.49.06 crofes in girculation 88 on June 30, 1986 as ageinst Tk. 42.99

crores as on June 30, 1985
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Reconstitution
of the Bank's
Board of
Directors

Board/
Executive
Commitiese
Meetings

Co-ordination
Committes
Meetings

Appointment
of Deputy

Governors

Other
Appointmants

ADMINISTRATION

266. The Board of Directors of the Bank was reconstituted with 2
newly-nominated Directors during 1985-86. The new Directors are Mr. 5.8,
Chowdhury,
nal Board of Revenue in place of Mr. M. Munir-uz-Zaman, Ex-Secretary,

Secretary, Intemal Resources Division and Chaimman, Natio—

External Resources Division, and Mr M. A Beg, Deputy Govermnor in pla—
ce of Mr. Kaz Badrul Alam, Deputy Governor of the Bank who proce-
ded on L.P.R. with efféct from February 27, 1936,

2687, Dunng 1385-86, B meetings of the Board of Directors and 4

meetings of the Executive Committes wera held.

268. The Co-ordination Committee of the Bank held a total of 12
meetings during the year 1o discuss various ssuss conceming the Banks

aflairs.

269, Mr. M. A Beg and Mr. A KM, Khalilur Rahman were appointed
a5 Deputy Govermnors of the Bank with effect from April 19, 1986 and
May 27, 1986 respectively.

270. The following eppointments n different grades of employment
ware made by the Bank during the year ending June 30, 1986

i) Assistant Directors 3

u}  Clerk—cum-Typists, Caoin/Note Examiners
and other stafl 389

Total: 352
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Oficers on
Deputation

Foreign
Traiming

Domestic
Training

Bank's
Training
Academy

271, One General Manager and 3 Deputy General Managers of the
Bank were on deputation with different Central Banks / Monetary Agen—
cies of the Middle East countries during 19856-86, One General Manager,
ong Deputy General Manager and 2 Deputy Directors of the Bank wers

on deputation with Ministers/Banks in the country during the year

272, Two Gowernment officers, one from the Ministry of Establish-
ment and the other from the Ministry of Defence were on deputation with
the Bank in the rank and status of General Manager and Deputy Genesal
Manager respactively during 138586,

273. During the vear 1985-86, arangements were made for partici-
pation of 12 officess of the Bank in different Training Courses / Seminars
abvoad wnder different Technical Assistance Programmes Fellowships/ Spon-

sarships,

274, A tofal of 234 officials of the Bank participated in differant
training programmes organised by different training institutions of the co-
untry during 1985-86.

275, With & view 10 raising the professional skill and efficiency of the
Bank’s officers and staff, the Bangladesh Bank Training Academy aranged
the following training facilites during 1985-86 -

i} As many as 106 Assmtant Directors 7 Assistant Managers and 71
officers were trained by orgamising 6 in=service courses. Five in-
sorvice courses were 8o ogenised for officers / staff of the Cash Depart—
ment of the Bank whessin 5 Assistant Managess, 21 Assistamt Accounts
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Officers and 51 Assistant Treasurers participated. The frained officials
were - also given exposure 1o the mechanism of Bank's Computer
Systerm.

i} In order to improve the efficiency and expertise of the officers of
the Agricuitural Credit Inspection Department (ACID} of the
Bank, two J-week courses on “Techmique Inspection” wemre conducied
by the Academy whemein 36 officials from different offices of the Bank
participatad,

iit) Under the Executive Development Programme, the Academy orga—
nised 5 Orientetion Cowrses on the following topics during the

vear in which about 200 officers of the Bangiadesh Bark and other  finan=
cial institutions participated :

{a) "Shwanirvar Programme-Objective and Achievements”

{b) "Problems of Industrial Firance in Bangladesh™

{c) "Human Relations in Banking”

{d) "Moneuzation and Financial Institutions in Bangladesh”

{8} The role of Banks in developing entrepremeurship in Bangladesh

iv) To ensure comect reporting of Foreign Exchange Transactionsto
the Bangladesh Bank by the Authorized Dealers. 6 shorl courses
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Oifice
Aceommo -
datian

Residential
Aocomimo -

dalicn

Other
Development
Waork

weme conduced at Dhaka, Bogm, Syihet Khuina, Chittagong and Ragha
hi, & wotal of 231 officials from the reparting branches of commercial
banks participated in those courses.

vl Sixeducational field thps were amanged by the Academy for the
trainge officers of the Bank during 1985-88 with a view o bio-
adening their outiook and also to make them undenstand betir the prob
ems faced by various institutions at field level,

276, The construction work ol G-stoned Office building with 1 5-stor-
bed fouwndation at S.B.. premises. Chittagong. 3-stored Office building
with B-storied foundation at Bangladesh Bank, Raishah and G-stoned An

nexs building at Bangladesh Bank premises, Khulna was in progress

277. The construction work of “A', 'B°, 'C' and 'D' types of staff
guarters gt Fandabad, Dhaka was in progress. The piling wark for  cons-
truction of additional units of stafl guarters at Faridabad Colony, Dhaka
and Malatinagar, Bogra was in progress while the work order for piling
wiork for construction of stafl guaners at Agrabad, Chittagong was issued.

278. Other developmental work completed during the year included:
{a) site development wark by earth filling at the Head Office. premises,
Maotijhesl. Dhaka; (b) main surface drain, Guard House and main gate at
Faridabad Colony, Dhaka; (¢) Intarnal road and surface drain at  Bania-
khamar staff quarter, Khulna; (d) installstion, testing and commissioning
of 11/0415 Kv.Sub-station at Bangladesh Bank premises, Bogra.
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Welfare
Activities

Sanction ol
Stipend

219 An mmount of Tk, 1240 lakhs was sanctioned for allocation of
fund o differant offices of the Bank for vanous welfase and recreational

activities for the financial year 1985-86.

280, The Executive Committee of the Board of Directors in its 289th
mesting held on Septemmber 10, 1985 was pleased 1o sanction an amo-
unt of Tk4.10 lakhs for different offices of the Bank for awarding sti-
pend to the ehgible chidren of 'C° and D" category employvees of the
Bank for the financial year 1985-86.
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Issue
Department

Banking
Department

ANNUAL ACCOUNTS

281, The Balance Sheet of the Issue Department of the Bank as on
June 30, 1986 appears at pages2i2-213 ol the Report

282, Total notes issued a= on June 30, 1986 amounted to
Tk.2206.51 crores as against Tk.1919.76 crores as on June 30. 1985
Asgets against the notes issued included Gold worth Tk, 5003 crores,
Approved Foreign Exchange of Tk 20000 crores. Taka Com worth
TE.0.BT crore Governmentol Bangladesh Securities worth Tk 34637 cromes
and Internal Bills of Exchange and other Caommercial papers waorth
Tk1808.24 croves, The cormsponding figures of ag8ets againg note issUe ason
June 30, 18985 were Gold worth Tk 4002 crores. Approved Foreign  Ex
changs of Tk200.00 crores. Taka Coin worth Tk.1.11 crores, Governmant
of Bangladesh Secunties worth Tk 494 39 crores and Internal Bills of Ex-
change and other Commercial papers worth Tk.1184.24 crores,

Z2B3. Thea Balance Sheet of the Bankmng Department as on Jung 34,
1986 appears atpages 214-215 On the liabilites sde balances inthe Statu-
tory Funds increased from Tk, 227.00 crores to Tk 265.00 crores due 1o
appropriation of Tk, 38.00 crores from the Profit and Loss Account] Govern
ment Deposits decreased to Tk, 057 crore as an June 30, 1986 from
Tk1.23 crores as on Juns 30, T98B5 Bank's Deposids  increased (o
Tk.618.76 crores as on June 30, 1986 from Tk 586.13 crores as on June
30, 1985, "Other Deposits” increaged w0 Tk, 223145 crores 85 on June
30, 1986 from Tk, 1989.61 crores as on the same day last year “Othes

i

® Eaphuginig Credit Guarsnies Funid
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Liabilities” also increased to Tk, 96776 cromes as on June 30, 1986
from Tk, 60548 crores a5 on June 30, 1985 The aliocation  of SOR

remained unchanged at Tk 9174 crores

284, On the Assets side ol the Banking Oepartment, "Bills Purcha-

sed and Discounted-lntemal’” decreased to Tk 13900 crores as on June
30, 19B6 from Tk. 16B.00 crores as on June 30, 1985

The balance of re-discountad Government Treasury Bills increased 10
Tk 10818 crores as on June 30, 1986 from Tk, 33.77 cromes as on June
30, 1985 The amount wnder “Balances Held QOutside Bangladesh™ also
ingregsed 1o Th1110.84 crords as on Jung 30, 1986 from Tk BD4.20
crores gs on June 30, 1985 Other Loans and Advances (Loans and Ad-
vances to Banks and other Fimancial Instiiutions) went upte Tk 132720
ciores 85 on Jung 30, 1986 a5 aganst Tk, 132648 crores as on June
30, 1985. The balances under “Investments” increased to Th.BOG.53 cro-
ras a8 on June 30, 1888 from Tk.5G60.87 crores as on June 30, 1985

%\

285 The Profitand Loss Account of the Bank for the year ended on

June 30, 1986 appears at page 216.

286. The Profit and Loss position of the Bank for the year 1985-86 is

summarnsed 85 under

Prolit und Gross earnings of the Bank Tk, 427.31.71.827.20
Loss Account Tatal Expenditures Tk. 192.46.32.710.29

Net Profit: Tk. 234,86,38,916.91
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287  Out of the abave profit of Th 234 86.38.916.91 a sum of Tk 40.00
crores has been appropnated towards different Statutory Funds ingluding credit
guarantes fund and the balance of Tk. 1948638316 91 has been pawd o the

Government Excheguer as surplus profit as detaild below

Rueal Credit Fund Tk, 15.00.00.000.00
Indlustrial Credit Fund Tk 4.00,00,000.00
Expont Cradit Fund Tk. 4,00,00,000.00
Agricultural Credir

Stabilisation Fund Tk. 15.00.00,000.00
Cradit Guaranteg Fund Th 2,00,00.000.00
Surplus profin - paed

1o the Government Tk.194 86,38 9186 91

Total: Tk. 234,86,38,916.91

288 For financing the Special Housing Scheme for fow and middie
Interest mcome people at a concessional rate of interest, Banglodesh Bank coni

Subsidyto 04 10 allow interest subsidy to Bangladesh House Building Finance
Banks and

Other Corporation. With a view to boosting up export of non-traditional items.
Financial Bangladesh Bank also allowed interesi subsidy on export credit o the
Institutions

financing banks. A sum of Tk 352 crores was paid as interast subsidy
duringg 1985-86 as against Tk 458 crofes pasd East year

Appointment 288, In terms of Article G5{1) of the Bangladesh Bank Ordes, 1972,

of Auditars .. Govemment was pleased to appaint M / § Khan Wahab Shafique
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Rahman & Co, and M / 5, Hods Vasi Chowdhury & Co, Charteved Acc-
ounianis to  Sudit the Accounts of the Bank for the year 1985-88,

280. The Board of Directors wishes to place on record its apprécia

Appreciation tion for the loyal and devoted services rendered by the officers and staff

of the Bank during the year
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BALANCE SHEET

AND
PROFIT AND LOSS ACCOUNT
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BANGLADESH
BALANCE
ISSUE

AS ON JUNE 30,1285

TAKA TAKA

42,271,925

1919,3387.925

L

1918,76,18,850
-

TAKA 1918,76,19,850

The statument wiith regard to ‘Notes in Circalstion’ s made withou? prejudice to 1he claim of the
Govarnmaent of the People’s Aepublic of BangladeshBangladesh Bank for obtaining vahie from the

Gavarnment of Pakistan/Siate Bank of Pakistan in respect of Pakistant Cufrency Notes demonotised
and withdrawn fram eireulation
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BAMNEK
SHEET
DEPARTMENT

ASON JUNE 30,1985
TAKA TAKA
40,0167 000
Mil
il
~

2000000000 240,01,67,000
1.11,11,208

494,39,35,438

1184,24.06,205 1679,74,52,850

TAKA 1919,76,19,850

= Includes Special Adhoc Treasury Bills issued for providing sssets ageinst issue of Bangladesh Notes
im roptacemen of Pakision Moles.
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BANKING

AS OM JUNE 30,1985
TAKA TAKA

2,00,00,000

3,00,00,000

85,00,00,000

28,00,00,000

2%,00,00,000

86,00,00,000
1,23,18,005
586,12,61,991

1989,61,49,147 2576,97,29,143

91,74,31,206
93.88,710
605,47.73.311

-

TAKA 3508,13,22,370
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DEPARTMENT

v+ Ingludes Cash and Ehuﬂ-ll'-m Securilias,

2156

AS ON JUNE 30,1985
TAKA TAKA
42,21,925
20,089
H.
68,00,00,000
Mil

J76,62,904  261,76,62.904

B04,18,75,540

Mil

20,00,00,000

Mil
1326.48,38.073

650,86,49,840
544,39,53.907

TAKA 3508,13.22,370




PFROFIT AND LOSS ACOOUNT

ASONJUNE 30 19iE5
Thks

a84 {6,435 9584

17.18.92,099
23803

Bl 475

L 3T
177262
2287 084
15,132,784
68 36,360

BETIEAED

i Bl |

8,148,632, 634
B3, 7841 462

4 BB.a% A5
277642324
1 HE 56,547
4.B4 BEb

Ml
4.51,22738
337,151,801

et i itar et
il
150000, 000

.33 000, D0
A, CH O DO

1 500,00, 000

& 00,00, 000

a7 1E51 A0
Mil

K57, 1851, 801

3,00 06, 00
¥ N
3,00,00,000

AW Matiuh Ahmsod A& K. M. Khadilur Rahman B Myl tsiam
Qenarnl Maiagar Daputy Governor Giovermor
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REPORT OF THE AUDITORS

Ta
The Government of the People’s
Bepubhc- of Bangladesh

We, the undersigned Audiors of the Bangladesh Bank do herby
report 1o the Government upon the Balance Sheet as at June 30, 1986
and the Profit and Loss Account of the Bank for the year ended on that

date

We have examined the foregoing Balance Sheet as at Jume 34,
1986 and the Accounts with the relevant books and records of the Head
Ofice and seven Offices of the Bangladesh Bank and report that where
we have called for explanations and information, such explanations and
information have beesn given satisfactorly. In our opinion, the Balance
Sheet is a full and farr Balance Sheet containing all necessary parbculars
and iz properly drawn ep 50 as 1o exhibit a troe and cormect wview of the
state of the Bank's affairs according to the best of our informaton and

gxplanations given to us and as shown by the books of the Bank

Hoda Vasi Chowdhury & Co.,
Dhaka, Charered Atcountants.
The July 30, 17986.

Khan Wahab Shafique Rahman & Co.,
Chariered Accountants
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BANGLADESH—SOME BASIC NATIONAL STATISTICS

1. AREA AND POPULATION

Area 1,43,959 Km?
1984-85 1985- 86"

Fopulation 9.2 Million 101.7 Million
Density of Population:

a}Per Km® of Total Land Area B85 701

b} Per Km® of Cultivable Land 1,088 1,116
P=Provisipnal,
Sowrca - Bangladesh Busau of Sistislics.

-
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B, NATIONAL INCOME, INVESTMENT AND SAVINGS

[Taka in crofes)

1984-85
ltems /Sectors Revisad k- 1205-85 %
1. GOP (At Constant 1984-85
Factor Cost) 32,887 — 34,205 —
2. GOP (At Current Markat Prices) 34,830 ™ 38,536 -
3. ParCapita GDP {In Taka at
Current Prices} 3511.09 — 378918 -
4. Gross Investment
{at Current Prices) 6008 w17.3 6547 w1710
§. Gross Domestic Savings
fat Currant Pricas) 1.462 a2 1835 4.8
6. Gross National Savings
{at Current Prices) 1.506.0 ©4.15 M. A M.C.
1. 5ectoral Break-up of GOP a
(At Constant
1984-85 Factor Cost):
al Agriculture 16,581 50 17,268 51
bl Trade & Other Services 7.31% 22 7,545 22
cl industries 3,125 10 3,163 a9
di Public Services 2145 ¥ 2,322 7
&) Transport & Communication 1.722 5 1,783 5
1 Housing 286 3 1,041 3
gl Construction 761 2 815 2
b} Gas & Electricity 238 1 268 1
100 100

Source; Planmng Camimissson,

@ Ax poroantage of GOF at current markel prices.
WA= Mot Availalde

MN.C = Mot Comparable.
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. GOVERNMENT FINANCE AND ANNUAL DEVELOPMENT PROGRAMME

[Taka in crares)

5l. . | Heads 1984-85 | % 1985-88 | %
Ma. {Revised|
1. Revenue Receipts: 3A477.00 100 4,073.00 100
al Tax 284700 B2 3,228.00 78
b) Non-tax 630.00 18 845.00 21
2.  RevenusExpenditore 2.930.00 a4 3,420,563 B4
3. Revenue Surplus B47.00 16 BR2.47 16
4, Capital Receipts: 3,761.76 100 503822 100
&) Capital Expenditure 0234 19 1.272.11 25
b} Capital Surplus 3.068.42 g1 3,766.11 75
5. Sizeof ADP: 3.508.42 100 4,085.54 100
a) Domestic Bo0.42 25 703.73 17
b) Foreign SH1800 75 3398 83
Source: Budgel Summary Stalements, Mesistry of Finance
*
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V. MONEY, CREDIT AND PRICES

(Taka in crores)

Sl

No Heads 1984-85 1985-B6
1. Broad Money (M z) 10.534.20 12,338.10
2, Domestic Credit: 1246090 14,534 80
it PublicSecior lincluding Gowvt.) £.570.30 B,178.60
iilPrivate Sector §,830.60 B,356.20
3.  Broad Money as % of GDP
(&t Current Market Prices) 30.25 30.81
4, General Price Index (1973-74=100}
For Dhaka Middie Class : -
i Proint to Point 411.66 464.67
i) Yearly Average 386.58 436.03
&  Annual Percentage Changesin :
il General Price index for Dhaka Middie Class |
a] Poimnt to Point + 1.66 + 12.80
bl Yearly Average + 10.94 +8.895
i) Credit to Public Sector (excluding Gowt.) + 26.54 + 23,02
iillCredit to Private Sector « 40,21 + 21,27

Source: 1) Banglagesh Bank ,

{li} Bangistesh Bursau of Statisics.
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V. BALANCE OF PAYMENTS

1984-85 1985-86
Items/Period Incrore | Inmillion | Incrore | Inmillion
The us § Th. Us §
Exports {f.o.b) 2521.1 an 66 a09
Irmports {c &} —B873.8 2847 —T0E5.T =2364
Of which: food grains [-1282.9) [-498] [-656.0) (—220]
Trade balance =4352.7 =1676 -—43485 1455
Services (net) ~202.0 -78 3740 -125
Inflows 7430 286 770 260
Outflows —845.0 -364 -1151.0 385
Ofwhich: int. payments {(-244.0) (=94} (-320.0) (=107)
Private unrequited transfers 1033.7 358 1568.3 525
Current account balance -3521.0 -1356. -3153.2 -1085
Aid disbursements 3298.1 1270 39114 1309'
Food 634.8 244 605.9 203
Commodity 11281 435 11840 295"
Project 1534.2 591 21214 710
Amaortization payments —285.7 =110 =3449.7 ~117
Food cradits (nat) 238,56 81 -1888 =57
Borrowings = 493.3 190 44.8 15
Repayments —-256.8 -89 2437 82
Trust Fund -34.3 =13 ~76.1 25
Ajrcraft loan (net) 12.6 5 —4.4 =1
Short-tarm to BPC -82.4 -35 a0 1
Qrhercapital 17.4 7 =107 i
Errors and omissions 120.6 48 16.5 B
Overall balance —248.2 -95 137.9 a6
Monetary movements [—increase) 248.2 95 -137.9 46
Bangladesh Bank 308.3 118 1884 =E3
Foreign exchange 3821 148 -188.7 -63
Liabilities =7a.8 -3 -0.7 -
Ofwhich:Fund credit {-19.8) =7} {-8.6) (=3}
Cammercial banks 611 -23 51.5 17
Assals 5.1 =2 12.2 4
Liabilities -55.0 =21 39.3

Mota: 1 InGluder IMF Subsidy (F 3 millionl,
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VI. MERCHANDISE EXPORTS RECEIPTS

Pericd 1984-85 1985-86
G ol
bideaal in grore | In million incrore | In million "
VollE | uS$ * e US. 3
Total exports 2521.1 an 100 2716.6 909 100
1. Raw jule 1.9 147 15.1 3525 118 13.0
2. Jute goods 1089.6 420 432 10140 339 373
3. Tea 1471 B7 hE 1038 35 3.8
4. Leather 218.3 B4 87 2439 a4 9.2
5. Fish, shrimps &
frog legs 258.4 100 102 3824 128 149
B Maptha, furnace
oil & bitumen 438 17 1.7 48.4 16 1.8
7. Readymade
garments 275.7 106 109 4439 148 163
8. Others 1056.3 A0 44 1217 41 45
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Vil. MERCHANDISE IMPORTS PAYMENTS

Period 1984-85 1985-86
Commoity Value | In crore | In million | in crore | in million
Tk. Us. § Tk, USS$

Total Imports (e &f) 6873.8 2647 70651 2364
1. Food grains 12929 488 B5G.0 220
2, a) Rice (4569)  (176)  (24.5) (8l

bl Wheat iB36.0) (322) (B31.5) (212}
3. Edible oil & oil seeds 290.8 172 354.0 118
4, Petroleum crude &

petraleum products 9874 378 864.3 323
5. Cotton B textile yam 263.4 a8 250.8 B4
B. Fartilizers 3557 137 306.5 103
7. Chamicals 3221 124 424.8 142
8. Cemant 136.9 53 167.7 &6
8, Capital goods & other accessories 1599.3 G616 20662 691
10, Others 1641.3 631 1874.7 B27
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Vill. FOREIGN AID, EXTERMAL DEBT AND DEBT SERVICE

(In Million W5, Dollar)

ﬁ:l Particulars 1984-85 | 1985-86"
1. Foreign Aid;
a] Grogs Disbursament during theyaar 1,267 1,306
b) Gross commitment during the year 1,973 1,662
o) Total Commitment sinca 1872 17,731 18,353
d} Total Disbursament since 1972 12,705 14,011
2.  DebtService 181 18a
3. Debt Service-Export Ratio 18.64 23.08

Sourga: Planning Comimrission
P= Provisiconal,
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IX. TAKA- DOLLAR EXCHANGE RATES *

Maonth/Year

1984-85

1986-36

Julby
August
Saptembar
October
Movember
Decembar
January
February
March
April

May

June

USS1.00 = Th.25.20
US51.00 = Tk. 25.25
LUS51.00 = Tk. 25.40
US351.00 = Tk, 25.58
USE1.00 = Tk, 2599
US$1.00 - Tk. 26.00
US5%1.00 - Tk. 26.00
US $1.00,- Th 26.22
US%1.00 =Tk 26.50
U5%1.00 =Tk 26.53
US$1.00 - Tk, 27.00
US$i.00 - Tk.27.50

US$1.00 - Tk 28.10
US$1.00 = Tk.28.71
US$1.00 =Tk, 29.25
US$1.00 =Tk, 29.76
US351.00 =Tk 30.10
US$1.00 = Tk.30.63
US$1.00 = Tk. 30.83
USS1.00 = Tk. 30.35
US$1.00 = Tk, 30.30
LUS$1.00 = Tk, 30.30
US$1.00 - Tk.30.30
US$1.00 = Tk. 30,30

* Maonthly Average.
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X. COMPARATIVE POSITION OF SCHEDULED BANKS

iTaka in crores)

FParticulars

AS ON

30.6.1985 30.6.1986

Bank Deposits (excluding inter- bank items)
Demand Deposits

Time Deposits

Borrowings from Bangladesh Barnk

Cashin Hand

Balances with Bangladesh Bank

Balances with other Banksin

Current Account in Bangladesh

Money at Call and Short Notice in Bangladesh
Scheduled Banks' Investment:

Govermnmment Sacurities

Others

Bank Credit (excluding Inter-bank items):
Advances in Bangladesh

Intand and Foreign Bills Purchased

and Discounted in Bangladesh
Credit/Deposit Ratio (excluding BKB & BSE)

8.811.10 10.384.50

2,508.70 2,.974.30
6,302.40 7.410.20
2,080.80 2,277.50
275.70 338.40
613.30 675.80
199.40 205.90
169.20 183.00
1,684.90 1,855.20
669,90 956,70
§15.00 B98.50
8,984.80 10,763.40
8,570.70 10,456.40
414.10 307.00
0.81 0.83
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X1. INTERNATIONAL RESERVES

[&rrount in millian}

Pariod Total Resarves (Including IMF Resarve Paosition)
(End—June Positian) Amountin Taka LIS Dollar equivalant

1972-73 1270 173
1973-74 a74 110
1974-75 3508 257
1975-76 3188 213
1976-77 4562 254
1977-78 A048 269
1978-79 5840 3593
1978-80 4053 75
1980-81 4523 260
1981-82 2698 122
1982-83 8765 358
1983-84 13555 539
1984-85 11068 395
1985-86 14408 476
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Xil. EXCHAMGE RATES
(Period Average of Official Rates)

Period Taka per U.S. Dollar
1972-73 7.8763
1973-74 7.9664
1897475 B.B7E2
187576 15.0541
197677 15.4260
187778 15.1168
1978—78 152337
1979-80 15.4300
1980-81 16.2586
1981 -82 20.0652
1982 -83 23.79563
1883—-84 24,8437
1984 -85 25.9634
1985 - 86 20.BBE1
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Xin. WAGE EARNERS' REMITTANCE

Remittance
Year/Period I Million In Crore
LS. Dollar Taka
1975-76 1633 24.59
1976-77 47.28 72.94
1977-78 101.98 154,16
1978-73 124.04 188.83
1978-80 248.84 385.45
188081 378.74 619.74
1981 -82 412.38 839.85
188283 617.28 1480.15
1983 -84 596.40 1491.00
1984 -85 439.10 1146.54
1985 86 655.10 1661.11
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C.

XV, LIST OF SCHEDULED BAMNKS
(& an June 30,1988)

NATIOMNALISED BANKS (6]
a) Commmercial Banks (4)

1.

Sonaii Bank

2. Janata Bank
3. Agrani Bank
4. Rupal Bank
b) Specialised Banks (2]

kI

Bangladesh Krishi Bank

2. Bangladesh Shilpa Bank

PRIVATE COMMERCIAL BANKS (8]

1.
. Uttara Bank Ltd.

. Arab Bangladesh Bank Lid.

. Imternational Finance, Investment & Commerce Bank Lid,
. Islami Bank Bangladesh Ltd.

. Mational Bank Ltd.

. The City Bank Ltd,

. United Commercial Bank Ltd.

| =) m-m P L) B2

Pubali Bank Ltd,

FOREIGN COMMERCIAL BANKS (7)

1.
2.

American Express Bank Lid.
Bank of Credit and Commerce International {Overseas)Lid.

3. Banque Indosuez

4. The Chartered Bank
5. Grindlays Bank p.| .c.
6. Hahib Bank Ltd.

7. State Bank of India
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¥V, OFFICES OF THE BANGLADESH BANK
(As on June 30, 1986)

Head Office

DHAKA

Drfices at

MOTIJHEEL (DHAKA)

SADARGHAT (DHAKA]}

CHITTAGONG

KHULMNA

BOGRA

RAJSHAHI

SYLHET
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