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World
Ecanomic
Setting

WORLD ECONDMIC SETTING
AND
TRENDS IN BANGLADESH ECONOMY

1.1 World output growth at 3.2 percent in 1986, though almost the
samea as in 18985, was lower than expected, This raflected mainly
deceleration in the growth of output of industrial countries from 3.2
percent in 1985 to0 2.8 percent in 1986. INthe U.5,, the aggregate level of
demand and outpul was advarsely affected by reduced investment
spending. The continued depreciation of the U.S. dollar, on the other
hand, had the disquieting efiect of reducing demand and output growth
incountries with appreciating currencies, especially Japan, more rapidly
than it stimulated them in the U.5. The industrial countries faced decline
i their real net exports,while there was an increase in the volume of
developing countries’ exports relative to their imports. This reflected in
part the strength of industrial countries’ demand and in part the fact that
developing countrigs’ products were attractively priced for consumers,
Consequently, output growth for the developing countries, asa whaole,
increased to 4.0 percant in 1986 from 3.3 percent in 1985. The growth
rate for the non-fuel exporting group of developing countries was
particularly imprassive with an increase to 5.8 percent in 1986 from 4.7
parcent in 1985. As a result of the marked decline in commaodity prices,
particularly oil, the terms of trade of developing countries deterioratad by
16.7 percent in 1986,

1.2 The overall international economic and financial situation
continued to be unfavourable for the developing countries during
1986-87. The lower than expected scanomic growth, continued decline
in real primary commodity prices, widening external imbalances,

.intensification of protectionist pressures and actions and further

increasa in debt burdan of the daveloping countries increased the strains
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on their economies. There were, however, some positive developments
in the ogverall international economic situation. These included
continued progress in containing inflation, further decline in interest
rates, move towards attainment of more stable exchange rates and
harmonisation of policies among the major industrial countries. Tha
prospects for the world economy for 1987 were not, however,
tavourable. During the first half of 1987, there were signs of weakening
of economic activities in the industrial as well as in the developing
countries. World output growth has been projected” lower at 2.8 percent
during 1987, Output growth in both the industrial and the developing
countries has been projected lower at 2.5 percent and 3.3 percent
respectively in 1987.

1.3 The Bangladesh economy, viewed in the context of not too
favourable developments in the world economic stene, could maintain
steady progress during 1986-87, the second year of the Third Five Year
Plan. GDP growthin real terms increasedto 4.4 percent in 1286-87 from
4.0 percent in 1385-86. This growth rate was, howaver, lower than tha
Third Plan annual target of 5.4 percent. The small improvement in tha
overall GDP growth during the year occurred despite growth in the
agrigultural sector decelerating to 3.1 percent in 1986-87 from 4.1
parcent in 1985-B6. A substantial decline in raw jute production during
the year was mainly responsible for this. The foedgrains production
which remammed stagnant in 18856-86, however, increased by 2.6
parcent during 1986-87. Qutput of other major agncultural products,
namely, sugarcane, oillseeds and tobacco also registered significant
increases during the year. The industrnal sector recordad imprassiva
recovery with growth rate picking up from 1.2 parcant only in 1985-86 10
9.5 percent in 1986-87. Increased production of jute goods and sugar
contributed significantly to the higher growth rate of the industrial
sector. The power and gas sector also recorded a higher growth rate of
16.7 percent in 18986-87 as compared to 8.4 percent in the preceding
year. Growth of the construction sector improved marginally by 0.9

T Intesmational Monatary Fond
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percentage point to 8.0 perceant during the year while that of other
sectors, 1laken together recorded a small growth of 4 6 percent during the
same period,

1.4 |Inordertoachieve the country’s overall growth target, policy efforts
were significantly strengthened during 19B6-87. The budget for
1986-B7 provided for a number of fiscal incentives for augmenting
investments in the private sactor, to boost up exports and to provide
protection to the import substitution industries. A number of measures
were aiso taken for strengthening tax collection efforts and
rationalisation of tax rates,

1.5 The aggregate rate of income and wealth taxes was reduced from
60 percent to 50 percent of total income. Inadditionto various incentives
provided for attracting investments in the Export Processing Zone (EPZ),
some new facilities wera introduced during 1986-87. The high
technology electronic industries in the EPE were allowed tax holiday for
10 years with facility of accelerated depreciation to the extent of 100
parcent of the cost of plant and machinery, The dividend income of
non-resident shareholders of industries set up in the EPZ was fully
exempted from income tax during the tax holiday period. Exemption upto
80 percent of the tax attributable to export sales was also made
admissible after tha expiry of tax holiday period. To reduce cost of
imported industrial raw materials and spare paris, custom duties weare
lowered.

1.6 The duty on capital machinery for industries in the Bangladesh
Small and Cottage Industries Corporation (BSCIC) estates and for
industries using 70 percent local raw materials was reduced from 10
parcent to 2.5 percent irrespactive of locaton. Cottage industries with
cost of machinery not exceeding Taka one lakh and employing not morg
than 15 persons were fully exempled from excise duty. Income tax rebate
of 2.5 percent and & percent were allowed to small and cottage industries
provided their production incraased by mare than 15 parcent and 25
percent respectively over the levels of the preéceding year.



1.7 With a view 1o discouraging investment in real estates, tax on
transter of immovable property was raisad from 1 percent to 2 percent.
Excige duly on air-conditioned cingma houses was anhanced by 10-14
parcent. The minimum axcize duty on video casette shops in Dhaka and
Chittagong metropolitan areas was raised from Tk, 258,000 to
Tk. 1.00,000. The various motor vehicle fees were increased. A turnover
tax of 2 percent was imposed on the indenting firms.  Aijr ticker taxes of
Tk.30 and Tk.120 were introduced on domestic and foreign travals
respectively while the taxes on foreign travels by land and sea were
doubled, The postal charges for overseas mails, feas for installation of
telephones and charges for telephone calls in certain centres were
raised.

1.8 The Industrial Pelicy far 1986 aimed at further broadening and
diversifying the country’s industrial base in line with the broad objectives
and élrﬂtngies as delineated inthe New Industrial Palicy (NIP). Necassary
adjustments in the credit policy were effected in pursuance of the
Industrial Palicy.

1.8 For providing price support 1o the growers, the procurement prices
of paddy, rice and wheat were enhanced twice during the year, As a
result of these enhancemants, procurament prices of paddy and rice
increased by Tk, 67.06 and Tk, 115.10 1o Tk. 535.85 and Tk. 825.00 per
quintal respectvely while that of wheat increased by Tk. 53.60 1o
Tk. 535.85 per quintal,

1.10 With a view to reducing cost of credit for encouraging productive
investment and maintaining price stability, the Bangladesh Bank
reduced the Bank Rate from 11.25 parcent to 10.75 percent on July 1,
1986. The Bangladesh Bank adopted a number of measuras for providing
liberal and concasstanal credit facilities o the priarity sectors, including
the export and the small and cottage industries sectors, through
selective changes in lending rates, margin requirements for opaning
L/Cs and simplification of loan processing procedures. Rate of interest on
working capital loan to jute and jute spinning mills was reduced from



12.0 percent to 9.0 percent paer annum. Similarly, the eftective rate of
intarest on export credit relating to raw jute in raspect of shippars was
reduced fram 12.0 parcent to 9.0 percant per annum by raising the rate of
intarest refund from 4.0 percent 1o 7.0 percent. The rate of interest an
export credit for tea was reduced from 12.0 percent 1o 9.0 percent per
annum while that on export credint (preshipment, packing and post
shipment) grantad 1o @annery units producing crust and linishad leather
was fixed at 9.0 parcent per annum effective from Saplember 1, 1986,
Howeever, if any preshipment export credit to any unit was not coveraed by
actual shipment within 180 days, the normal rate of interest 1e, 14.0
percent per annum was apphed. The indirect exporters supplying
axportable products or raw Materials /intermediate goods to tha direct
exporters were also allowed to draw export credit upto 90 percent of the
L/Cs opended in their favaur, The rate of interest on working capital
lpans for industries located in the Export Processing Zone (EPZ) with 100
percent Bangladeshiownership was lixed at 9.0 percant,

1.117 The interest rates for different categories of term loans were
rationalised and refixed depending on the debi-aquity ratios and location
aof projects. Banks were particularly advised to extend liberal credit
tacility 1o the small and cottage industries in pursuance of the Industrnal
Policy of the Governmaent. For this purpose, banks were asked 1o provide
5.0 parcent of their fresh loanable funds. The Bangladesh Bank lowered
the interest rate 1o be chargad by the banks on advances ralating to
commercial imporis by 1 percent and fixed an ovarall upper limit of 17
percent per annum. For the first time, the banks were allowed 1o charge
any imerest rate within a given ceiling

1.12 Stuahilisation efforts were strangthened by Bangladesh antering
into a three-year medium term adjustment programme wnder the
Structural Adjustment Facility (SAF} of the International Monetary Fund
{IMF} beginning from January, 1987
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1.13 Theincrease in GDP growth during 1986-87 was achieved within
the framework of monetary discipling. Broad money increased by not
mare than 16.3 parcant 1o Tk, 14353.10 crores during 1986-87. Thus
while the rate of growth in GDP increased to 4.4 parcent in 1986-87
from 4.0 percaent in the preceding year, the rate of monetary expansion
slowed down from 17.1 percent to 16 3 percent over the same period
Apart from this,a larger proportion of the increase in broad monay
occurred in time doposits this yvear as compared to last year. About B3
percent of the increase in broad money was accounted for by Lima
deposits during 1986-87 as compared with 614 percent in the
préceding year. Notwithstanding these, the rate of inflation accelerated
somewhat during 1986-87. The rate of inflation as measured by the
bwelve month average of Consumer Price Indices for Middle Income
Families in Dhaka City at 104 percent during 1986-87 was 0.5
parcentage point higher than 9.9 percent in 1985-86. The inflationary
expactation parhaps increased due 1o a marked deching in foodgrains
stocks with the Governmeni. These stocks which had stocod 8t 9,76 lakh
tons at the end of June. 1986 came down to 7.89 lakh tons by end
December, 1986 and marke{ﬂr declined to an unusually low level of 3.57
lakh tons by end March, 1887. The pressure on prices during the year
was thus not only a monetary phenomenon bul was also brought abouit
by structural deficiencies. The breakdown of consumer price indices by
sub-indices disclosed that the increase in prices was more pronounced
in the food mems than in the non-food Hems. Prices of food items on an
average imdicated a larger increase of 12.6 parcent during theyear than
10.7 percent in 1985-86, while the same for non-food items showed a
smaller rise of 6.8 percent compared to 8.7 percent during the same
period.

1.14 The rate of expansion in domestic eredit was much lower than in
liguidity and remained much balow the rate programmed. While broad
money expanded by 16.3 percant during 1986-87 as against 17.1
percent in 1986-86, total domestic credit expanded by not more than 7.8
percent during the year as compared with 16.6 percent during 1985-86
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Mo doubt, in view of an allout drive for recovery of agricultural credit,
racovery of such credit far exceeded disbursement resulting in a declina
in outstanding agricultural credit and this turned to be an impaortant
factor in decelerating the rate of expansion in domestic oradit. The fact
remained that adeguate additional demand for credit was not
forthcoming from the non-agricultural sectors, although credit to these
gectors axpandad to-some extent. This was due to dampening impact on
economic activity on account of slackening of effective demand in rural
areas. The three factors which appeared to be responsible for slackening
of demand in rural areas were downward adjustmant in the Annual
Development Programme, a decline in the outstanding level of
agricuftural credit and reduced purchasing power of the rural public on
account of both lower pmduntinp and prices of raw jute. As funds
released from the agricultural sector could not be adaquately channalled
to non-agricultural sectors with restrained increases indemand for bank
funds from thase sectors, the banks weare faced with the problem of
excess liguidity. A two pronged attack was made on this problem. First,
the banks were given a signal through reducing the statutory liguidity
assets requirement and fixing it 8t 20 parcent to expand credit. Second,
an endeavour was made to stimulate economic activity through
maonetary and cradit measures so that additional demand for bank credit
is genarated. An important step considered necessary in this direction
was 1o provide incentive to industries to augment imports of raw
materials and spares to better the utilisation of capacity. For this purpose,
the margin requiremeants for various industrial imports were reduced by
& to 10 percent. Another important measure needed was to ensure that
in an unfavourable invasiment anvirenmeant, fized investment 15 not
affected through diversion of funds to financial assets. With this end in
view, interest rates for fixed deposits for 6 months and above were
reduced by 0.50-0.75 percentage points. Later when despite these
measures credit expansion was not taking place at the desired rate banks
were encouraged to reduce their borrowings from the Bangladesh Bank
by utilising the surplus funds available with them.



Balance of
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1.15 Although the balance of payments of Bangladesh recorded a
sizable surplus of § 95 million which was $ 49 million larger than in the
preceding year, this did not leave much room for complacency, It is no
doubt encouraging that exporis increased by $ 91 million to & 1000
milbon during 1986-87 and this was in marked contrast 1o the decline of
% 62 million in the previous year. But it should not be overlooked that the
increase occurred mainly in non-traditional items and bulk of the
increase was accounted for by a single item, namely, readymade
garmanis, While exports of readymade garments increased by as much
a5 % 110 million or 74.3 parcent to $ 258 million during 1986-87,
increases n other non-traditional items together did not axcead $ 51

million during the year, When the expansion possibility of readymade
garmeants is shrouded with uncertainty and the increase that oocurred in
other non-traditional export tems during the year was not substantial,
thare is the paramount nesd for stepping up export earnings from
traditional tems which declined during the. year, if 8 sustainable
increase in exports is to be achieved. This is particularly necessary to
ensure that the debt servicing burden which is expected 1o increase in
the coming years and repurchase obligations in respect of purchases
made from the International Manetary Fund in the past years are met.
Anather important factor which contributed to the improvement in
payments position during 1986-87 was the reduced level of some major
imports. It deserves mention that the decling in these imports resulted
not from imports substitution but from some slackening in demand on’
account of relatively low level of economic activity in the earlier months
of the year. A particularly marked decline occurred in imports of cruda
patrolaum and petroleum products which came down from $ 323
million in 1985-86 to 3 201 million in 1986-87. Import payments for
fertilizer was much lower at § 16 million in 1986-87 as against 4 103
million in the previous year. Impart payments for edible oil and oil seeds
aizo declined. Import payments for capital machinery and other items,
however, increased by $ 312 million to § 1003 million in 1986-87,
Imports of foodgrains also increased from the level of $ 220 million in
1985-86 {o $ 272 milllon in 1986-87,

10



Short-1erm
Prospects

1.16 No less an important contributory factor in improved payments
position during the year was an increase of $ 141 million in workers’
remittances. |t naeds to be carefully seen whether the increase was a
lasting one, particularly in the context of thinking in some quartersthata
substantial part of the increase represented funds brought by increased
number of workers who are returning home after being laid off

1.17  The improvement in commodity terms of trade brought about by a
marked decline in Import prices and the marked increase in foreign
exchange reserves wera undeniably the encouraging factors of balance
of payments during 1986-B7. Refiecting the overall surplus and
substantial purchases made from the International Monetary Fund the
convertible foreign exchange reserves (including reserves with IMF)
increased from $ 476 r.illion at the end of June, 1986 1o $ 715 million
at the end of June, 1987. At this leval, the manoeuvrability of foreign
gxchange reserves to meel unforesean import payments or to counter
the inflationary expectations substantially increased.

118 Bangladesh economy, which recorded lower than expected bt
steady growth during the first two years of the Third Five Year Planwas
poised to achieve higher growth rates during 1987-88 following the
structural adjustment measures taken in the national budget for
1987-88, But, industrial growth is baing imp&dﬂi:l dua to both internal
and external debilitating demand constraints, and agriculiure continuas
to be predominantly dependent on the vagaries of nature. The weather
has been particularly unfavourable during the first three months of
1987-88. The country has experienced repeated devastating floods
causing colossal loss 1o the economy. As a result, the Third Plan targets
may nead 1o ba significantly adjusted,

1.18 ‘While the monetary policy pursued in the past two years metwith
sUCCess in containing monetary expansion and attaining refative price
stahility, there remained scope for improving the content and quality of
maonatary policy. At the same time, some impartant issuas and problems
related to banks which remained long outstanding merited special
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attention. How the monetary policy can be pursuad without involving
much discrimination between different sectors; how the conflicts
between the two imporiant objectives of ensuring adequatea flow of credit
1o priority sectors and monetary regufation could be resolvad; how the
objective of ensuring adeguate flow of credit to the priority sectors can be
ensurad without impasing much burden on the nationalised banks;
whather paid-up capital and resarves of the foreign banks, local private
banks and nationalised banks are adequate; how the credit delivery
system should be improved so that credil goas to best possible uses and
at the zame time itz timely repayment is ensured; in what mannar
supervision and inspection machinery of the Bangladesh Bank and the
audit and inspection wings of commaercial banks are to be strengthened;
whal mechanism should be developed for overseeing and monitoring
overdue loans and also for reducing concentration of credil; how a
broad-based Management Information System should be developed for
banks-all these issues which need a detailed probe were examined and
various recommandations ware made in the Report of the National
Commission an Money, Banking and Credit. A Special Implameéniation
Cell which was =8t up to examine and implement these
recommendations has already started work

12
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DEVELOPMENTS IN MAJOR SECTORS

2.1 The Gross Domestic Product (GDP) of the country which
increased by 4.4* percent during 1986-87 {at 1984-85 Factor Cost)was
lower than the target of 5.2 percent but higher than 4 0 percent in
1985-86. The agricultural sector racorded a growth rate of 3.1 pearcant
during 12986-B7 as compared to 4.1 percent in 1985-B6. The industrial
sactor showed an encouraging growth of 9.5 percent during the year as
compared to the nominal growth of 1.2 percent in 1985-86. The power
and gas sector recorded a growth rate of 167 percent while the
construction sector registered a growth of 8.0 percent during 1886-87
as compared to the growth rates of B4 percent and 7.1 parcant
respectivaly during 1985-86. The trade and transport sector had a
growth rate of 4.6 percent during the year as compared to 3.3 percent in
1885-86. The combined growth rate tor the housing and the public
sarvices sectors at 4.5 parcent in 1986-87 was significantly lower than
7.4 percent in the preceding year.

2.2 The deceleration in the growth of agricultural production by 1.0
percentage point was brought about mainly by lower production of raw
jute which came down by as much as 36 9** parcent during the year due
to abnormally low internal prices following the continued depressed
demand in international markets for raw jute, Total foodgrains
production at 164.27 lakh metric tons in 1986-87 was 2.6 percent
higher than 180.79 lakh metric tons produced m 1985-86. Aus
production at 31.29 lakh metric tonswas 10.7 percent higher than 28.27
lakh metric tons in 1985-86. Aman production at 82 67 lakh metric tons
in 1986-87, on the other hand, was 3.2 percent lower than the level
attained last vear, due mainly to untimely rainfall in the middle of
September, 18986 which adversely affected standing crops. Boro

* Planning Commission's astimaie

** Bource | Ministry of Jute
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Production

praduction at 40,10 lakh metric tans durning the year was 9.3 percent
higher than 36.70 lakh metric tons in 1985-86. Total rice production at
154.06 lakh metric tons during 1986-87 was 2.5 percant higher than the
production leval of 150.37 lakh metric tons in 1285-86. Despite setback
suffered owing to delayed harvesting of aman crop and prevalance of
water-logged conditions in many districts, wheat production at 10.91
lakh metric tons during the year stood 4.7 percent higher as compared to
10.42 Iakh metric tons produced in 19B5-86, Qutput of other important
agricultural crops, namaly, sugarcane, pulses, oilseads and tobacco also

inoreasad during the year.

23 The performance of the industrial sector showed marked
improvement during 1986-87. Industrial production, as a whale, grew by
8.5 parcent in 1986-87 as against the nominal growth of 1.2 parcent in
the previous year. Better parformance of the industrial sector during the
year was attributed mainly to the increase in output of jute goods, sugar,
cement, chemicals, fartihzer, cotton yarn and petroleum products.

2.4  Production® of sugar went up substantially by 119.3 percentto 182
thougsand metric tons during 19B6-B7 from B3 thousand meatric tons in
1985-86. Output of chemicals increased by 26.3 percent to 24 thousand
metric tons during the year as compared to 19 thousand metric tons in
1985-86. Production of jute goods** increased by 21.2 percent 1o 583
thousand metric tons during 1986-87 from 4817 thousand metric tans
in the praceding year. Production of cemant registered an increasa of 6.2
percent to 310 thousand metric tons during 1986-87 from 292 thousand
metric tons in 1986-86. Production of cotton yarn and cotton cloth went
up by 5.1 percent and 0.3 percent to 995 lakh pounds and 648 lakh yards
respectively during 1986-87 from 947 lakh pounds of cotton yarn and
646 lakh yards of cotton cloth in 1985-86. Output of petroleum products

* Bangladash, Bureay ol Statisiscs
** Bouroe BJME: BAMA; A - Revesoed.
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recorded an increase of 2.6 percent from 949 thousand metric tons in
19856-86 w 974 thousand metric tons in 1986-87, Production of
cheamical fertilizer increased by 3.7 percent to 981 thousand metric tons
during the year under report from 946 thousand matric tons in the
pravious year. The output of cigarettes went up by 2.8 parcent 1o 14,762
million sticks from 14,366 million sticks while that of safety matches
increased by 9.7 percent to 14,894 thousand gross boxes from 13,679
thousand gross boxes in 1985-86. Tea production increased by 3.3
percant 1o 40.0B0% theusand kgs. in 1986-87 fram 38,800 thousand
kgs. in 19856-86. Production of paper increased by 2.4 percent to 43
thousand metric tons during the year from 42 thousand metric tons
during 1985-86 while that of stesl went up by 1.4 percent to 211
thousand metric tons in 1986-87 from 208 thousand metric tons in
1985-86. Total number of transport equipments produced during
1986-87 declined by 21.5 percent to 28,7056 from 36.683 in 1985-86.
While production of nawsprint came down by 3.7 percent to 46,643
metric tons in 1986-87 from 48,414 metric tons in the preceding year

25 The effort to invigorate the industrial sector of the country
continued during the year. In the Industrial Policy for 1986, announced
by the Government during the year, additional provisions were
incorporated to further broaden and diversify the country’s industrial
base in line with the broad objectives and strategies as envisaged in tha
Mew Industrial Policy (NIP) of 1982. With the aim of improving the
operational efficiency of entarprises under different sector corporations,
the following measures were spelled out in the Industrial Policy of 1986

i} tormation of holding companies by transferring 49 percent
shares of some enterprises to members of the public and
industrial workers;

i} to appoint managemant contractors for the major loosing
enterprizses under sector corporations:

* Sourgs | Bangladesh Tas Board.
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i) o give additional executive powers o the sector corporations
for more efficient management of enterprises, and

iv) o make provision for Government investment in appropriate
enterprises under segtor corporations against  which
subscription at fixed rate will be made to the Government
axchequer.

2.6 In order 1o enlarge the industrial base of the country as also to
provide opportunities to the industrialists to set up industries in remote
areas of the country, appropriate maasuras were taken to simplify the
procedural complexities in the Import Policy for 1986-B7. Policy
measures were adoptad in the Export Policy of 1986-87 for maximising
foreign exchange earnings of the country through diversification of
export items and exploration of axport markets. With this end in view,
trozen food, which is one of the leading contributors to foreign exchange
earnings of the country was earmarked as the “Thrust Sector” for
19B6-87, Efforts were made to provide easy working capital finance to

the finishad leather and leather goods industries at an interest rate of 9
percent per annum. Concessionary rate of interest was provided an

waorking capital finance to industries set up in the Export Processing Zone
[EPZ) under 100 parcant local investment. Enhanced XPB antitlement of
100 percent was allowed for readymade garments, hosiery goods, silk
products, specialised textiles, ete. produced by using local fabrics, whila
tha sama was reduced to 40 percent for industries that used imported
fabrics.

2.7 The Annual Development Programmé (ADP) for 19B6-B7 whicl
originally envisaged a total public sector development outlay of
Tk. 4764.00 crores was subsequently scaled down by Tk. 250.62 crores
or 5.3 percent to Tk. 4513.38crores. ThiswasTk. 417.8B4 croresor 10.2
percent larger than Tk. 4095.564 crores in the preceding year, Of the
revised outlay for 1986-87, a sum of Tk. 811.89 crores or 18.0 percent
was available from domestic sources while Tk. 3701.49 crores or 82.0
percent was regeived from foreign sources, This compared with
Tk. 703.73 crores or 17.2 percent and Tk. 3391.81 crores or 82 8
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percant received from domestic and foreign sources respectively during
the previous year. In absolute terms, domestic and foreign resources for
financing the ADP went up by Tk. 108.16 crores {165.4%) and
Tk, 309.68 crores (9.1%) respectively during 1986-87

28 The sectoral allocations in the revised ADP for 1986-87 were as
follows: PowerTk. B49.47 crores; Industries Tk. 667.12 crores; Water
Resources Tk, 442 08 crores; Transport Tk, 436.08 crores; Upazilla
Infrastructure and Assistance to Upazilla Parishad Tk. 335.00 crores;
Self-finance Schemes of Autonomous Bodies Tk 33481 crores;
Agriculture Tk. 261.95 crores; Population, Family Planning and Health
Tk. 222.74 crores; Education and Religion Tk, 214.56 crores; Dil, Gas and
Natural Resources Tk. 191.29 crores; Physical Planming, Water Supply
and Housing Tk. 158.48 croras;and Rural Development Tk, 137.12
crores, Allocations against other heads of expenditure aggregated to
Tk. 273.68 crores, Allocations forAgriculture, Water Resources, Rural
Development, Population, Family FPlanning and Health and
Infrastructural Development of Upazilla, which have a direct bearing on
rural development, together accounted for 30.8B percent of the total
outlay for 1986-87 as against 34.2 percent during the previous year

258 In the private sactor, a total of 8254 industrial units ware
sanctionad and registered during 19B6-87 with a tofal investment outlay
of Tk. 1268.54 crores, including a foreign exchange component of
Tk, 3B6.59 groras. Thiscomparadwith 1,117 industrial units sanchonad
for a total investment of Tk. 684.76 crores, including a foreign exchange
component of Tk. 359.34 crores during 1985-86. The major industries
accounting for the investment during 1986-87 were: engineering
industries (Tk. 446.86 crores), textile industries (Tk. 26940 crores),
chemicals, pharmaceuticals and allied industries (Tk. 214.67 crores),
services ndustries (Tk. 171,76 crores), food and allied products
(Tk.45.57 crores), tannery, leather and rubber products (Tk. 34.19 crores),
agro-based industries (Tk. 16.50 crores), glass, ceramics and other
non-metallic mineral products (Tk. 10.35 crores), printing and
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publishing. paper converting and packaging (Tk. 918 crores),
miscellansous industries (Tk. 585 crores) and industries not
elzewhere classified (Tk. 44 20 crores).

210 The overall availability of foodgrains in the country during
1986-87 was relativaly better than in the preceding year. As can be seen
from Table 2.1, total foodgrains available for consumption at 167.80 lakh
metric tons during 1986-87 denoted an increase of 7.1 percent as
compared to 156.63 lakh matric tons in 1985-86. The per capita per day
availability of foodgrains, taking into account the increasa in population,
also indicated an improvement of 4.7 percent to 15.68 oz. in 1986-87
from 14.88 oz. in 1985-86,

TABLE 2.1

PER CAPITA AVAILABILITY OF FOODGRAINS IN
BANGLADESH DURING 1985-86 AND 1986-87

5l | Sources of Availability 1885-86 | 1986-87

Mo.

1. Met Demestic ProductionilLakh M. Tons) 14471 148.47
(After 10% Seed, Feed, {+2.80)
wastages)

o Total off-take " 15.41 21.21

(+37.64)

3. Internal Procuremant (-) " 3.49 1.88

{-46.13)

4. Total Availability g 156.63 167.80
(1+2-3) (+7.13)

5. Total Population*® (Million) 101.70 104.10
(+2.36)

6. Per Capita Availability (oz. per day} 14 B8 15.58
for Consumption {+4.70)

Souree: Minstry of Food, * Bangladesh Buraau of Statestics
Mote: Frpures in parentheses mdicale peroentage changa ower the year
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2.11 Despite larger availahility of foodgrains, prices showed wide
fluctuations during the year and ruled at significantly higher levels than
in the preceding year due mainly to occasional / temporary
supply/distribution bottlenecks arising from adverse weather condibions
as also delay in arrival of imported foodgrains. These factors coupled
with the general increase in prices of other essential consumer
goods exerted pressure on foodgrains prices during the year Following
the reduced harvests of boro and wheat crops in the previous season, the
country average minimum retail price of coarse rice which had stood at
Tk. 769 per quintal at the end of June, 1986, rosa to Tk, BOD per guintal at
the end of July, 1986, representing a 17.0 percent increase over the
leval a year earlier, The increasing trend of prices continued and the
protractaed rainfall in Septamber, 1986, causing damage to standing
aman crop and inhibiting processing of foodgrains as well as its
movement by dizrupting road communication, pushed the price further
to Tk. 846 per quintal by the end of October, 1986. The uptrend in prices
was, however, reversed to a substantial extent and the price came down
to Tk. 786 par quintal by the end of December, 1986 with the arrival of
aman crop inthe market and distribution of large quantities of foodgrains
by the Government through apen market operations. The reversal was,
however, extramely short-lived and the price soared up again following
shartfall in the production of aman and wheat crops. The situation was
aggravated by delay in the arrival of aided imports of foodgrains. Despite
release of as much as 6.63 lakh metric tons of foodgrains, depleting
stocks down to 3.57 lakh metric tons within a perod of three months by
the Government o improve market supplies, the price continued to rise
and reached i1s peak at Tk. 968 per quintal by the end of March, 1987,
representing a 23.2 percent increase over the lowest level of December,
1986, As arrival of imported foodgrains picked up (7.96 lakh metric tons
including cash import of 2.78 lakh metric tons) in the following months,
prices eased considerably and stood at Tk. 870 par quintal at the end of
June, 1987. The average minimum price at this level, however,
represented an increase of 13.1 percent over the year as against the
increase of 14.4 percent during the previous year,
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212 Imports of foodgrains into the country during T986-87 stood
significantly higher at 17.67 lakh metric tons {rica: 2.61 lakh metric tons
and wheat: 16.06 lakh metric tons) as compared to 12.00 lakh metric
tons (rice: 0.36 lakh metric ton and wheat: 11.64 lakh metric tons)during
1985-86.

213 The internal procurement of foodgrains during 1986-87 stood
much lower at 1.88 lakh metric tons (rice: 1.37 lakh metric tons and
wheat: 0.51 lakh metric ton) as compared to 3,49 lakh metric tons {rice:
2.19 lakh metric tons and wheat; 1.30 lakh metric tons) during the
preceding vear. The procurement prices of paddy and rice were
enhanced from Tk. 468.80 and Tik. 709 90 per quintal to Tk. 495.65 and
Tk. 760.89 per quintal respectively with effect from January 13, 1987
and further to Tk. 53585 and Tk. 825,00 per quintal respectively on
April 21, 1987, The procurament price of wheat was also increased from
Tk. 482 25 to Tk. 509.05 per quintal with effect from March 23, 1987
and further to Tk. 535.85 per quintal on April 12, 1987. As markat prices
ruled generally highar than the procurement prices, total foodgrains
procurement at 1.88 lakh metrictons was 186 0 percent lower thanthe
target of 5.00 lakh meatric tons for the year

2.14 In order to contain the upward trend in prices, the Government
released sufficient quantity of foodgrains for sale in the open market.
Releases of foodgrains from Government stocks during 1986-87 stood
at 37.7 percent higher at 21.21 lakh tons (4.95 lakh metric tons of rice
and 16.26 lakh metric tons of wheat) as compared to 1540 lakh meitric
tons (3.73 lakh metric tons of rice and 11.67 lakh metric tons of wheat)
during 1985-868. As @ result of lower internal procurement and
significantly largar releases, the stocks of foodgrains with the
Government came down by 23.1 percent to 7.51 lakh meatric tons at the
end of June, 1387 from 9.76 lakh metnc tons at the end of June, 1986,

2.16 The ration prices of rice and wheat remained unchanged at
Tk. 776 and Tk. 515 per quintal respectively during 1986-87.
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2.16 The pressura on prices continued unabated during 1986-87.
The increase in prices during the year, as reflected in the consumer prica
indices (CPIs)® inthe country was more pronounced in food items than in
non-food items. The prices of food items, on an average,. increased by
12.6 percent while the same for non-food items indicated a rise of 6.8
percent during the year as against the increases of 10.7 percent and B.7
parcent respactively during 1985-86.

217 The CPIs* for middle income families in the four principal urban
centres of the country, viz., Dhaka, Chittagong, Khulna and Rajshahi
increased by different margins during the year. The avarage CPI for tha
middle income tamilies in Dhaka city indicated an increase of 10.4

percent during 1986-87 as compared to 9.9 percent in 1986-86. On
point to point basis, however, the index denoted an increase of 5.5

percent during the year as compared to the increase of 12.9 percent in
1985-86. The average CPI for rural people in Dhaka district recorded an
increase of 14.1 percent during 1386-B7 as against the increasa of 3.4
percent in 19856-86. On point to point basis, the index denoted an
increase of 13.6 percent during the year as compared to 10.9 percent in
the preceding year.

2.18 The 'general’ CPI*for middleincome families in Dhaka city which
had stood at 464.687 in June,1986 rose to 490.25 in June, 1987
indicating an increase of 5.5 percent over the year on point to point basis
as against 12:90 percent during 1985-86. The increase was shared by
the sub-indices, viz., food” (+5.8% to 480.15), "housing and household
requisites’ (+7.8% to 562.02), "clothing and footwear’ (+7.3% to 305.16)
and ‘'miscellaneous’ items (+5.5% to 476 .43). The sub-index for “fuel and
lighting” on the other hand, declined nominally by 0.4 percent to 552 27
over the veaar,

219+ .The "general’ CPI* for the middle income families in Chittagong
increased by 6.0 percent to 534.06 in 1986-87 as against 11.6'parcent

* Base  1873-74 = 100
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during 1985-86, The increase was reflected in all the sub-indices
excepting fuel and lighting viz. "food’ (+6.4% to 534.48), "housing and
household requisites’ (+7.0% to 745.94), "clothing and footwear' [+ 6.8%
to 304 46) and 'miscellaneous’ items (+ 5.9% to 485.34). The sub-index
for “fuel and lighting” on the other hand, declined by 1.9 percent to
37853 over the year,

2,20  The 'general’ CPI" for Khulna middle income families went up
by 6.7 percent to 483.64 in 18986-87 as against 16.6 percent during
1986-86. This was due to the in¢reases in all the sub-indices viz., ‘food’
{+ 5.8% to 490.82), ‘fuel and lighting” (+ 3.7% to 547.30). "housing and

household requisites’ {+ 14.2% to 477.30), ‘clothing and footwear' (+ 6§ 2%1to
337.73) and ‘miscellaneous’ mtems (+ 11.8% to 469 .33),

221 The 'general’ CPI* for Rajshahi middle income families rose by
6.8 perecent 10 475.B6 in 19B6-87 asagainsithe increase of 12.1 percent
in 1985-86. The rise was shared by the sub-indices viz., ‘food’ [+ B 9% to
456.06), 'housing and household requisites’ (+ 6.1% 1o 528.60],
‘clothing and footwear' |+ 4.2% 10 330.90) and 'miscellanecus’ tems(+ 2.9%
tod487.57). The sub-index for ‘fuel and lighting’ on the other hand, declinad by
0.6 percent 1o 67919 over the year.

222 Wages for different categories of labourers in the country
increased during 1986-87, The average of the ‘general’ index
{1969-70= 100) of nominal wages, as compiled by the Bangladesh
Bureau of Statistics, moved up from 895.00% in 1985-86 10 981.83%in
1986-B7, indicating an increase of 9.7 percent over the year. The
sub-indices for wages of labourers in manutacturing increased by 11.7
percent (from 958.00 to 1070.42), construction by 6.5 parcent {from
938.00 1o 998.75), agriculture by 8.0 percent {from 767.00 10 828.50)
and fisheries by 10.1 percent {from B56.00 to 942 33) during 1986-87.

* Bose - THTI-T4 = 100

B = Aewised; P = Provimionsd,
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2.23 Gross domestic savings at current prices during 1986-87 as
astimated by the Flanning Commission stood at Tk, 2734 crores which
was 49.0 percent higher than Tk. 1835 crores during 1985-86. Gross
domestic savings as percentage of GDP stood at 6.2 as compared to 4.8
in 1985-86. Gross domestic investments at current prices Stood at
Tk. 6626 crores in 1886-87 as compared to Tk. 6547 crores in
1985-86. The percantage share of gross domestic investments in GDP
thus declined from 17.0 percant in 1985-86 10 14 9 percent in 1886-87.
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MONETARY AND BANKING DEVELOPMENTS

3.1 Money supply (both M1 and M2} continued to increase at a
decelerated rate during 1986-87. Money supply (M1} or Narrow Money
axpanded by Tk. 334.9 crores or 6.8 percent to Tk. 52628 crores during

Money the year as against the increase of 16.4 percent during the preceding

Supply year. Broad Money (Mz) also expanded at a decelerated rate during the
year. Broad Money increased by Tk. 2015.0 crores or 16.3 percent to
Tk. 14353.1 crores during 1986-87 as compared to the increasa of 17.1
percent during the preceding year.

3.7 An analysis of the causative factors of the change in money
supply (M1) dunng 1986-87, as shown in Table 3.1, reveals that
increased credit 10 the public sector including Government and the

Causative private sector together exercised an expansionary influance to tha tuna
:?'3:-‘“"5 of Tk. 1126.1 erores (Government Tk. 125.5 crores, other public sector
the

Changs in Tk. 382.8 crores and private sector Tk. 617.B crores), Surplus in the

Money Supply country’s foreign sector {net) exerted an expansionary impact to the
extent of Tk, 325 9 crores; increase in other assets (net}also contributed
io the rise in mongy supply o thatune of Tk. 563.0 erores. Expansionary
impact emanating from these sources totalling Tk, 20150 crores weare
largaly offset by the contractionary impulses arising out of accruals in
time deposits to the extent of Tk, 1680.1 crores during the year.
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TABLE 3.1

CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY

(Taka i croras)

Particulars A5 00 Ag-on Changes
30.6.87 30.6.86
1. Currency Quicide Banks 2074.8 19531 +121.8
2. Demand Deposils 3187.9 2974 8 +213.1
Total Money Supply: 5262.8 4827.9 +334.9
CAUSATIVE FACTORS:
Expansion |[+)
Contraction (-}
1. Public Sector 608, 3
il Government (net) +125.B
ii} Other Public Sectar +382.8
2. Private Sactor FE1 7.8
3. Time Daposits [incraasa - -1 680,17
4. Foreign Sadctor {net) 3268
b. Other items (net) +B63.0
Totatl: +334.9

33 Of the componants of money supply (M1}, currency outside banks
went up by Tk. 121.8 crores or 6.2 percent to Tk. 2074.9 crores during
1986-87, while demand deposits increased by Tk. 213.1 crores or 7.2
percent to Tk. 3187.9 crores. The guarterly movements of money supply
and its components during 1986-87 are shown in Table 3.2.
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TABLE 3.2

MOMEY SUPPLY {Taka in crores)

Currency Demand Mormey | Changes in
A5 on Dutside Deposits® Supply | Maorsy Sapply

Banks {M1)

June 30, 1986 18531 2974.8 48279 =
Seprembar 30, 1986 20357 26242 46599 -268.0
December 31, 1986 19027 303969 4595 6 +339.7
March 31, 1987 20106 27280 47386 -261.0
June 30, 1987 20749 3187.9 52628 +524.2

' Exdudes Governmen! depaiia with banks bul ncledes non-scheduled banks” degasits

with the Bangladesh Bank

34 Broad Money (M2) increased by Tk, 2015.0 crores or 163
percent te Tk, 14353.1 crores during 1986-87 as compared to the
increase of 17.1 percent in the preceding year. Of the componants, time
deposits or quasi money rose by Tk, 1680.1 crores or 22.7 percent in
1986-87 as compared to the ingrease of Tk, 1107.8 crores or 17.6
percent in the preceding year, The percentage shares of time deposits,
demand deposits and currency outside banks in Broad Money stood at
63.3, 22.2 and 14.5 respectively at the end of June, 1987 as comparad
with 60,1, 24.1 and 15 8 respectively at the end of the preceding year
Table 3.3 indicates the changes in broad money (Mz) as also its different
components during 198586 and 19836-87.

TABLE 3.3
BROAD MONEY (Taka in crores)
Jduna, Juna, June, % Changes
Particulars 1985 1986 1887 | 1985-8B6 t 1986-87
1. Currency Cutside Banks 17228 18531 20748 +13.4 Ll - )
2. Demand Deposits * 25089 29748 31879 -186 A
3, Time Deposits * 63024 74102 90903 F17.6 LA
Total: 10534.2 12338.1 14353.1 +17.1 +16.3

*  Enxcludes Government deposats with banks and inter-bank itﬂm:;l'.lul Demand deposits
include non-scheduled and cooperative banks” deposits with the Bangladesh Bank,
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36 The income velocity of money (GDP+-Mz2) during 1986-87
remainad unchanged. Trend in income velocity of monay is shown in
Table 3.4

TABLE 3.4

INCOME VELOCITY OF MONEY {Taka in crores)

GDP'an Broad Income Yeloomy:
Market price Mone [M2} of Money (Col. 2£3)
1 i 3 4
1985-36 3B 538 12,3381 3.1
1888-87 43,926 14,3531 3.1

* Bowroe : Fianning Commissaon

3.6 The outstanding level of bank credit {excluding inter-bank items)
of the schaduled banks increased by Tk, B48.4 crores or 7.9 percent
during 1986-8B7 as against the rise of Tk. 1778.6 crores or 19.8 percent
in the preceding year, Of the components of bank credit, advances
increased by Tk, B32.7 crores or 8.0 parcent while bills purchased and
discountied rose by Tk. 15.7 crores or 5.1 percent during the ysar. The
guarterly movemenis of bank credit are shown in Table. 3.5.

TABLE 3.5
BAMNK CREDIT

{Taka in croras)

Aovances Bills 88
&% on Aebvances Hills Terial &5 % of % nof
Ciadii Tatal Tatal Credi
Creadit
June 30, 1986 104564 7.0 10763 4 g7 2.9
September 30, 1886 10406.6 2676 106641 B7.6 2.4
December 31, 1988 10697 6 2186 108162 BE.O 2.0
March 31, 1987 10626.8 213.1 107399 8.0 e
Juma 30, 1887 112831 3227 11611.8 7.2 28
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3.7 Bank deposits {excluding inter-bank items) of the scheduled
banks registered an increaseof Tk. 1892.1 croresor 18.2 percent during
19BE6-87 as compared to tha risa of Tk, 1573 4 crores or 17.9 parcent in
Bank the preceding year. The increase was shared by both demand and time
Deposits daposits which rose by Tk. 212.0 crores or 7.1 percent to Tk. 3186.3
crores and by Tk. 1680.1 crores or 22.7 percent to Tk. 9090.3 crores
respectively, The quarterly movements of bank deposits are shown in

Table 3.6.
TABLE 3.6
BANK DEPOSITS *
1Taka in crores)
Deamand | Time Total Damand [Thne depasits
&E on Deposis | Deposits | Deposits | deposiis asias % of total
U oof dotil dieposins
deposits
Jume 30, 154846 29743 Ta10.2 10384 5 286 714
September 30, 1986 26239 7581.8 102056.5 25.7 74.3
Cecember 31, 1986 2096 8 BFTR.4 113762 27.2 J2.8
March 31, 1987 27278 84988 112266 24.3 787
June 30, 1887 3186.3 Qo903 122766 260 4.0

* Ercludes Govarnmant deposis wilh bonks and intar -bank nemsa

28 The share of rural deposits in total deposits at the end of June,

1887 remained unchanged at 19,1 percent as on June 30, 1986. The share
of bank advances in rural areas stood at 23.2 parcent at the end of June,

Rural and 1987 as against 26.7 percent at the end of June, 1986 In absolute terms,
Urban rural advances totalled Tk.2742.26 crores while rural deposits amounted
Deposits to Tk, 2536.47 crores at the end of June, 1887, These compared with

B AN Tk. 2806.8 crores and Tk. 2103.8 crores of rural advances and rural

deposits respectively at the end of June, 1986. The percentage
distribution of bank deposits and advances by rural and urban areas for
the last five years is shown inTable 3.7
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TABLE 3.7

PERCENTAGE DISTRIBUTION OF BANK ADVANCES AND
DEPOSITS BY AREAS (URBAMN AMD RURAL)Y

{In percent)
Advances Deposits
As on Rural | Urban Rural | Urhan
June 30, 18983 18.6 B14 16.8 83.2
June 30. 1984 258 74.2 171 829
Juna 30, 1985 285 71.58 173 827
June 30, 1986 26.7 7a.3 191 80.9
Jung 30, 1987 232 768 191 809

3.9 The credit/deposit ratio (excluding BKB, RKUB and BSB) of the
scheduled banks which had stood at 0.83 at the end of June, 1986
increased to 0.84 on September 30, 1986 but declined to 0.8 on
December 31, 1986 and remained unchanged at that level till March 31,
1987. The ratio again declined to 0.77 on June 30, 1987, Scheduled
banks' borrowings from the Bangladesh Bank gradually declined from
Tk. 2277 5 crores on June 30, 1986 to Tk, 2201 8 crores on September
30, 1986 1o Tk. 21656.1 crores on December 31, 1986 and further to
Tk1898.7 crores on March 31, 1987. Thereafter, the borrowings
increased to Tk. 1953.1 erores on June 30, 1987 showing a net decline
of Tk. 324 4 crores over the year. Scheduled banks’ balances with the
Bangladesh Bank increased by Tk, 292.4 ¢rores to Tk. 968.2 crores and
their cash mtillsalsoroseby Tk, 22 8 crorestoTh. 361.3 crores over the
year

3.10 Tha Bank Rate was reduced from 11.25 percent to 10.75 percent
per annum with effect from July 1, 1986 and remained unchanged at
that level till the end of June, 1987.
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3.1

Other adjustments made in interest rates during 1986-87 are as

followws:

i}

i)

il

v)

wil

vii)

rate of interest on working capital loans to jute mills including
jute spinning mills was reduced from 12 percent to 9 percent
per annum with effect from July 1, 1986,

rate of interest on export credit for tea was reduced from 12
percent to 9 percent per annum with effect from July 1, 1986;

while the rate of interest on all advances against raw jule was
kept unchanged at 16 percent per annum, the provision for
refund of interast on the basis of actual shipment was enhanced
o 7 percent from 4 percent per annum with affect from July 1,
1886;

for setting up of medical clinics under the credit programme far
self-employment of medical graduates introduced with effect
from August 21, 1986 the rate of interest was fixed at 13 percent
per annum.

on export credit (pre-shipment, packing and post-shipmeant)
granted to the tannery units producing crust and finished
leather, the rate of interest was fixed at 9 percent par annum
with effect from September 1, 18986. No refund of interest was
allowed on shipments effected on or after September 1, 1986
Previously, this rate was 14.5 parcent with the provision of
refund of interest @ 5.5 percent after actual shipments.

the rate of interest on working capital lnans to the industries in
Export Processing Zone (EPZ) with 100 percent Bangladeshi
ownarship was fixed at 9.0 percent per annum with effect from
October 1, 1986;

with effect from March 24, 1987 rate of interest on advanceson
account of commercial imports was revised giving discretion (o
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the banks to fix thair own interest rates within an overall upper
limit of 17 percent per annum on advances for both
pre-shipment and post-shipment commercial imports such as
PAD. LIM, C.C. as also purchase of foreign exchange from the
sacondary market. Previously, the rate of interest on advances
on account of commercial imports was fixed at 18 parcent per
annum,

viil) the rate of interest on term loans were changed as under with
effect from July 1, 15986:

(Parcant per annuimj

Developed | Least Devele| For Indusiries | Small and Cottaga
Debt-eguity Legs-develo-| ped Areas Usamg Domesti- | Indusinns
ratio ped Areas cially Prosuced
Capliel Goods
G040 12 11 10 10
arithioud any G-
70:30 13 12 11 vica aharges and
irraspective of
8020 13.5 126 1B dabi-equily ratio

and Incation @ af
the project)

* Rebt-equity ratio of BO:20 = not appleable {or develapad areas.
& The rate of interas! for indusiries iocated in the Special Economic Zona {Greater Chrtiagang
Hill Tracis areas) condinwes 1o be only 5 parcent

It was decided on October 1, 1986 that the banks may realise service
charge on term loans at a rate not exceeding 2 percent per annum
provided the loans are extended from thair own resources, but the same
will not be applicable in case of term loans for small and cotiage

industries,

312 The rates of interest on different categories of fixed/term
deposits with maturity of six months and over were revised with effect
from January 17, 1987 as under:
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Interest
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Scheme

Types of doposis Hate befora 171,87 Bevicad rate

al For 6 months & over bt

less tham 1 vear 13% T2%% =
b} For 1 year & owver bu

lass than 2 vears 14% 13% %
c) For 2 years and gver but

lass than 3 yaars 14140, 1324%
d} For 3 years B ovir 15% 14%4%

The rate of interest in respect of term deposits for 3 months and over but
less than & months remained unchanged at 12 percent per annum,

3.13 The statutory cash reserve reguiremeant of the scheduled banks
remained unchanged at 5.0 percent of their total demand and time
liabilities.

3.14  The liguid asset reguiremeants of the scheduled banks, except the
Islami Bank Bangladesh Ltd., the Bangladesh Krishi Bank and the
Bangladesh Shilpa Bank was fixaed at 20 percent of their total demand
and time liabilities with effect from January 18, 1887, The statutory
liguidity ratio for the Islami Bank Bangladesh Lid. was reduced from 15
percent to 10 percent with effect from January 3, 1987 for both its
demand and bme habilities. The Bangladesh Krnsho Bank and the
Bangladesh Shilpa Bank continued to have the exemption from the
requirement of mamntaining liquid assets, As a result of bifurcation of the
BKB, tha Rajshahi Krishi Unnayan Bank {(RUKB) came into being in
March, 1987 and it was also exempted from maintaining liguid assets,
Al Baraka Bank, which started functioning since May, 1987 as a
scheduled bank in the private sector on Islamic principles was allowed to
maintain liquid assets @ 10 percent of its total deposits,

316 The rate of interest subsidy under the Interest Subsidy {Export
Credit) Schemea introduced in May, 1983 remained unchanged at 5.5
parcent during 1986-87. Total amount of interest subsidy allowed to
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banks during the year on account of their financing non-traditional
exports was Tk. 6.66 croros.

3.16 Exporters of non-traditional goods whose export earnings from a
commuodity during 1985-86 exceeded the previous year’'s earnings from
the same commodity by maore than the sectoral target set for that year
(i.e. 1985-86) would be given additional incentive in tha form of an
intarast rabate of 2.0 parcent per annum on theirexport credit relating to
such excess earnings over the target. The imterest rebate will be
available in respect of pre-shipment export ¢redit including packing
credit for non-traditional exporis only.

3.17 The Deposit Pension Schame intraduced in September, 1983 for
implementation by the nationalised banks remained n force doring
1986-87. Some private sector banks were also asked to participate inthe
schame, Year-wise outstanding deposits under the scheme were as
under :

(Taka in crores)

Position as on Arnount I Changeas
Jumez 30, 1984 10.25 —_

Jume 30, 1985 57.27 AT 02

{458.73%)

June 30, 1986 1583311 ¢ o604

(1B7.70%)

Juna 30, 19E7 2B1.17 + 107.86

[70.35%)

3418 The two private investment companias, viz.,, National Credit
Limited and Bangladesh Commerce and Investment Limited were
allowed to operate with affect from Dcotober 31, 1985 and December 11,
1985 respectively. They were also permitted to participate in the
inter-bank call money market during the year,
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319 Under the Industrial Credit Guarantee Schema of the Bangladesh
Bank, 30 guarantee certificates were issued covering a total of Tk, 2.06
crores during 19B6-87. Under the Credit Guarantee Scheme {Small
Loan), a total of 366 Gurantee certificates were issued covering a total
loan of Tk. 5.96 crores extended to individual weavers during the year

3.20  With a view ta channelling the scarce bank resources o augmant
production, increase employmant opportunities and real income and
sacure the socio-economic priorities, distributive justice and regional
balance, the following additional credit control and support measures
wara adopted by the Bangladesh Bank during 1986-B7:

]

i}

Credit Facility for Middle and Low Income Groups

A scheme was introduced in August, 18986 for grant of credit
tacilities to the people In the middle and low inceme groups 1o
purchase flats with a floor space upto 1500 sft. Under the
schame, the banks would finance upto 80 percent of the cost of
the flat while the remaining 20 percent would be borne by tha
borrowers. The loans which would be secured by way of
mortgage of the flats should be rapaybla in 15 years with
interest at a rate of 16 percent per annum.

Credit Programmaea for Self-Employment of Unempioyed
Medical Graduates

In order to generate self-employment of unemploved medical
graduates, the procedures for sanctioning loans to them weare
further liberalised with effect frem August 21, 19886.
Accordingly, the Bangladesh Bank advised the banks o grant
credit facility to them to set up clinics outside the metropolitan
areas on the basis of the viability of the project as per normal
appraisal of the financing banks. The loans, which would bear
interest at the rate of 13 percent per annum plus 2 percent
seérvice charges, should be repayable over a period of & years,
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i)

There would normally be no reguireament for the borrower s
equity or any collateral for tha loans which would be coverad by
the Bangladesh Bank's Credit Guarantee Scheme

Credit Scheme for Hosiery Industry

Tha Bangladesh Bank advised the banks to extend loans to
Hosiery Industry as normal cash credit renewable annually,
depending on the parformance of the borrower with effect from
October 25, 1986, No security other than hypothecation of raw
materials, finished goods and machinery would be insisted upon
for loans upto Tk. 50,000 but additional collateral security of
equitable mortgage of property may be called for loans
exceeding Tk, 50,000, Banks were also advised to extend
working capital loans to new hosiery units an the basis of cradi
worthiness as per guidelines of the Bangladesh Bank.

Advances to oil mills against locally produced oil seeds and
finished products

The Bangladesh Bank advised the banks to provide credi
facilities to oil mills for purchase of locally produced oil seeds
against the security of oil seeds as also finished products with
effect from Movember 26, 1986.

Credit Support to Small and Cottage Industries (SCIl) Sector

The SCI sector has been identified as a priority sector under the
current Industrial Policy. The Bangladesh Bank has also advised
the banks on Sehmmmr 30,1986 to provide & percent of fresh
loanable funds during 1986-87 for development of this sector.
In the event a bank is unable to reach this target due to fack of
bankable projects, arrangement may be made with the BSCIC to
channel the unutilised portion of the fund to the SCI Sector.

40




Banks have also been advised to open a Cell to cater specially to
the financial needs of this sector quickly and systematically,
Instructions to open separate desk at all main district level
branches to provide guidelinas, speadily handle the applications

*and to appraise the borrower in clear and precise terms about

their repaymant obligations have also bean issued. Banking
gystem will arrange nacassary fund for sick small industries,
Debt-equity ratio for the 5Cls shall be 80:20 in order to provide
support 1o small entreprenaurs

vi) Advances to Road Transport Sector

wii)

Banks were advised by the Bangladesh Bank on Decamber 30,
1986 to provide transport loans for purchase of new trucks and
buses, etc. from assemblers in Bangladesh which would be
repayvable in 2—3 years in monthly instaiments against
guarantaa from the Sadharan Bima Corporation (SBC) for 100
parcent repayment of principal and interest. Banks will not insist
for margin or any other security.

Margin on Letters of Credit on Account of Industrial and
Commercial Imports in the Private Sector under Cash
Credit/Barter/SEM

With effect from January 18, 1987 the maximum margin
raguiremeant for opaning letters of credit by industrial importers
in the private sector for import of items listed in their Pass Books,
and machinery and mill works, ball bearings, power generators,
spinning frames for jute mills and crude degummed soyabean
oil imported by refiners balonging to the vegetable oil refiners’
group has baen lowared from 25 percent to 20 percent. The
minimum margin reguirament would continue 10 remain at 5
percent, Margin requirement was also lowered from 25 percent
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wiii)

with minimum margin requiremeant of 5 percent for specified
gszential items importable by the commercial importers

Minimum margin was also lowered from 50 percent to 40
parcent in respect of L/C for import of palm oil, textile fabrics
axcept grey clath, coconutl ol, spices and batel nuts. The margin
for import of cotton yarn of 21-59 counts and for grey cloth shall
continue to be 50 parcent and 25 percent minimum raspectively.
Margin for import of salt also remamed unchanged at /5
percent.

Revision of L/C Margin

in partial modification of the instruction of January 14, 1987,
banks were advised with effect from March 22, 1987 to revise
L/C margin rate in the following manner.

Current Revised
margin margin

1) Indugtreal imparters in the private
sector for import of tems listed 200 max, 156% max
in their Pass Books.

2 Machinery and mill work, ball
bearings, povwer generator, Jute
mull spinning frames and crude
degummed sovabean ol importad by
refinars belonging to the vegetable
oil refiners’ group.

3) Specified essential items importable
by commercial importers

&4} Palm ail, texiile fabrics excepling
gray cloth, coconut ol spices and

betel nuts 4% min,  30% man.
B) L/C. for import of grey eloth will
remain unchangad 25% " I
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x)

xi}

Issue of Bank Guarantes on Behalf of the Constituents and
Honouring the Bank Guarantes

In the face of mounting complaints receved by the Bangladesh
Bank regarding reluctance and delays made by somae banks 1o
honour commitmenis to the beneficiaries on one pretext or
another, banks ware advised on January 19, 18987 to carefully
assess the applications for guarantee and ensure that
commitments made by them through such guarantees are
honoured. It was emphasized that the applicants’ credit
worthiness should be carefully evaluated and, wharever
naecassary, collateral security in tha form of readily realisaabla
assats be insisted upon to ersure fulfilment of the obligations. In
the event any bank was found negligent in setting claims promtly,
the Bangladesh Bank would be constrained to debar it from issuing
further guarantees.

Opening of L/C Against Completely Assembled Auto
Rickshaws Importable under Cash/Barter/SEM

In pursuance of the General Circular No, 45(86-87) of CC1 & E
dated 25.2.1987 permittiing import of complataly assembled
auto rickshaw during the period from January 1, 1987 o Junea
30, 1887, the commercial banks were advised on April 7, 1987
to open LSC against the above at a mimimum margin
requirement of 40 percent,

Disbursement of Export Credit by Means of Inland L/C
System

Under the existing arrangemeant exporters are provided with

gredit facility upto 90 percent of the valua of tha irrevocabla
letter of credit/firm sale contract, This cradit facility is narmally
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xii)

xiii)

used to finance procurement of necessary mputs ke raw
materials and their processing. In some cases the exporter may
purchase finished products from the manufacturer. It has baen
decided with affect from April 19, 1987 that within the amount
of credit sanctioned by a bank in favour of an exporier,
disbursement be made by opening nland letiers of credit on
behalf of the exporting chient in favour of the firm/companies
from whom the exporters buy tha exporiable products or raw
materials and intermediate goods. The indirect exporters in
whaose favour the inland L/ C is opened shall be entitied to draw
axport cradit upto 30 percent of the inland LAC. The banks would
angure that export cradit to both direct and indirect exporters be
made available by means of mland L/ C through the process of
backward linkages so that dishursement of export loans would
be linked with the svidence of delivery of materials to the direct
axportar.

Export Policy 1986 — Export Finance under the
Export Credit Guarantee |ECG) Coverage

Mew comers in export business, specially for non-traditional
items should not be refused credit by banks under any
circumstances, if necessary the Sadharan Bima Corporation
(SBC} guarantee should be obtained. All cases of refusal are to
be referred 1o the Bangladesh Bank giving reasons for such
refusal,

Prior Authorisation of the Bangladesh Bank for Renewal
or Sanction of Large Loans

With effect from December 1,1986 the system of obtaining the
Bangladesh Bank's prior authorisation for sanction or renawal
of leans exceeding Tk. 3.00 crores per borrower by the
nationalised commercial banks [NCBs} and Tk. 1.00 crore by
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Hiw)

xv)

foreign and private banks excluding the DFis has been
introduced. Sanction/renewal of working capital loans for
sectors like jute mills, spinning mills, sugar mills, textile mills, oil
mills, jute shippers/traders, etc., however, would not requira
such prior authorisation but would be guided by the credit norms
prescribed by the Bangladesh Bank.

Financing of Cold Storage units for Preservation of
Potato during 1987

Banks have been advised like previous years to provide cash
aredit ficilities to the cold storage units for presarvation of potato
upto ‘50 parcent to BO percant of the actual cost of potats
including cost of gunny bags on the basis of ruling market price
of potato as circulated by the Directorate of Agricultural
Marketing. Cold storage which wera defaulters with the
BSB/BSRS and could not produce NOC/ clearance certificate
by May 31, 1986 would not be eligible for fresh credit and
sanction Srenewal of credit limits to these wunits would be
cansidered anly after their production of NOC/clearance
certificate from the DFls.

Industrial Policy 1986~ Setting up Industry in Privata Sector

Under the New Industrial Policyof 1986, antreprenaurs desiring
to set up industry within the indicative list using their own
resources would not require prior permission of the
Govenmant's Hard Term Loan Commaties and such permission
would be nacessary when import of machinery is sought to be
financed through suppliers’ credit. In cases where the projects
either excead the financial powers of the banks /DFls (as
prescribed in the Industrial Policy]l or involve import of raw
materials of morae than 50 parcant i valug which would require
prior approval of the Government, banks would not open L/Cs
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i)

avii)

for import of machineries for those who were defaulters with
other banks/DFls even if they use own resources.

Financing of Export Oriented Readymade Garments

In order to maintain uniformity in extending credit facilities 1o
the above-mentioned industries banks have bean advised o
follow the guidelines as given below:

a} Providing working capital :

Banks may provide pre-shipment credit against Irrevocable
Letters of Credit or firm sale contract recenved by the readymade
garment industries upto 90 percant of value of the concernad
export order,

b)Back-to-back L/C ;

If the value of the back-to-back L/C is equivalent to 75 percent
of the concerned export order the bank may extend credit facility
upto 15 percent of export order in local currency to meet local
pxpenses of export oriented industries. Banks should not
normally ask for margin from them at the time of opening LA Cin
order {o encourage them to implemeant the export order.

ciCollateral Securities :

While opening of back-to-back L/ Cs for import of raw materials
by garment industries banks may not insist on additional
collateral securities other than the imported raw
materials accessories.,

Working Capital to Fish Freezing Units

Banks have been advised that loan limit and drawing facility
should be given from each English calendar year on the basis of
quantity of fish with packing expenditure and 45 days’ electricity
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Wi}

Kix)

and labour expenditure to each freazing plant of their 80 parcent
usable capacity or real usable capacity whichewver is lower with
20 percent margin. Loan in excess of this limit shall be given to
thie exparters in the case of stocks of the plant being abnormally
high due to low demand of fish in the international market.

Approval of Export Credit Beyond Credit Limits

To meeat the ?¢:ually neaded export credit banks have been
advizsad 1o extend leans if necessary in addition 1o normal cash
credit limits in erder to enable the exporters to complete a large
export order. Banks have also been advised to delegate
sufficient power to their regional/branch offices for finalisation
of lean applications and approval of loan within 15 days.
Moreaover, they have been advised not to claim excess security
for opening back-tfo-back L/Cs withaut reasonable ground or
claim collateral security against export cradit covered by the
ECG of tha Sadharan Bima Corporation.

Monitoring Committes on Export Credit

In pursuance of the decision in Export Policy-1986, a Monitoring
Committee on Export Credit under the Chairmanship of
Governor of Bangladesh Bank was constituted in July, 1986 1o
{i} assess the export credit requirements; (1) review and monitor
the flow of credit for export sector; (i) examing and takea
appropriate measures so thal exporters can obtain adeguate
credit and (iv) sort out any bottleneck/problem that may be
faced by the exporters in getting credit from the banks, Tha
committee so far held four meetings and ook somea important
decisionsin liberalising and synchronising the loan sanctioning
procedures for ensuring smooth flow of bank credit in the
important sectors like garment industry and frozen food units of
the . ountry in particular and outlining reformatory procedures
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Refinance
Policy

for sanction of cash credit. pre-shipment and packing credils to
exporters and export oriented industries under ECG coverage of
the Sadharan Bima Corporation in general Through another
decision the committee decentralised the work relating to
paymaent of interest subsidy to banks in respact of export cradits
extended by them on concessional rate of interest authorising
autstation offices of the Bangladesh Bank to deal with such
claims of the bank branches falling under their respectiva
jurisdiction. With a view to creating awarenass amongst tha
banks about the export credit policies of the Bangladesh Bank
and making them aware of the necessity of providing export
credit expaditiously, a seminar was held on May 23, 1987 with
the representatives of banks at Zonal and Regional levels,
Federation of Chambers of Commerce, Exporters’ Association,
ete.

xx) Witholding of Credit Facility to Non-repayers of the
Value of Disinvested Units

All schaduled banks have been instructed not to give any
banking or industrial credit facilities o those institutions and
allotees of industries who have failed to pay the repayvment
instalment to the Gowvernment as per contract of the 16
disinvested units,

3.21  In respect of refinance, the Bangladesh Bank's policy continued
to be aimed at encouraging banks to rely mainly on their own resources
for their credit operations. However, keeping in view the economic
priorities and the need for seasonal credit expansion 1o the socially
important sectors, the Bangladesh Bank continued to provide rafinance
accommuodation to the banks in case of genuine need. The basic features
of the refinance programme followed by the Bangladesh Bank during
19B6-87 were as under:
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i)

iv)

Refinance Facility for Jute

Refinance facility to the extent of 30 percent of the total credit
extended by the banks to the jute sector was allowed &t an
interast rate of 2.6 percent per annum, There was also provision

for additional refinance on this account at the above rata in case
of need.

Refinance against TeaOther Than Packet Tea

Refinance for export sales of tea, other than packet tea was
allowed to the extent of 100 percent outstanding advances less
overdues at an interest rate of 5.5 percent per annum

Refinance against Pre-shipment Export
Credit for Non-traditional Items

Refinance against pre-shipment export credit including packing
credit for non-traditional exports was allowed to the extent of
100 percent of pre-shipment export finance of the banks less
overdues at an interest rate of 5.6 percent per annum. Such
refinances are also being allowed to 100 percent export oriented
industries for their working capital tinance.

Refinance against Pre-shipment Export Credit for
Light Engineering and Electrical Goods, Handicrafts and
Handloom Products

100 percent refinance was allowed to the banks at an interest
rate of 3.5 percent against pre-shipment export credit, including
packing credit for 3 non-traditional items of exports, viz,, light
engineering and electrical goods, handicrafts and handloom
products.
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i)

vii)

wiii}

ix)

Refinance under Duty Drawback Credit Schame

Refinance to the extent of 100 percent of loans extended to
exporters under 'Duty Drawback Credit Scheme- was made
available to the banks at free of interest.

Refinance for Credit to Sugar Mills

60 percent of the credit extendad by the banks to sugar mills
was eligible for refinance at the Bank Rata.

Refinance in Respect of Working Capital
Loans to Industries

Refinance to the extent of 50 percent of the cradit limits
sanctionad by banks as working capital loan to industries
commissionad on or after July 1, 1986 was admissible to the
banks at the Bank Rate

Refinance against Term Loans

Refinance against term loans sanctioned on or after July 1,
1986 for project finance was allowed ar 2 percent balow the
normal rate of interest charged by the banks on such advances.

Refinance against BMRE Finance of Existing Tannery Units

Refinance against the BMRE finance of the existing tannery
units to the extent of 100 percent of such finance was allowed at
the Bank Rate

Refinance against Export Bills

Refinance facilities by way of {i) rediscounting of export bills and
{ii} overdraft against export bills was allowed to the banks atan



xi)

xii)

interest rate of 5.5 percent per annum to the extent of 50 percent
and 100 percent of tha Usance Bills in respect of traditional
exports and non-traditional exports respectively.

Refinance against Advance in SEZ of
Chittagong Hill Tracts Region

Refinance against advances in Special Economic Zone {SEZ) of
Chuttagong Hill Tracts Region was admissible to the banks to the
extent of 100 parcent of local currency advances at an nterast
rate of 1.5 percent per annum. The fifancing banks would
disburse thasa loans at a concessional interest rate of & percent
per annum.

Counter-finance for Credit to the Government
Food Department and the BADC

Counter finance was allowed to the banks at the Bank Rate to
the extent of the limits allocated to them by the Bangladesh Bank
for the Government Food Department and the Bangladesh
Agricultural Development Corporation (BADC)
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DEVELOPMENTS IN BANKING FACILITIES AND FINANCE

4.1 A total of 130 bank branches were openad in Bangladesh by the
scheduled banks during 1986-87 as against 155 during 1985-86
Following the merger of 20 rural branches of the Pubali Bank Limited
with their respective nearest branches during the year the total number
of bank branches in the country during 1986-B7 increased by 110 1o
5224 on June 30, 1987 as against 5114 on June 30, 1986. Tha
scheduled banks opened 65 branches in the rural areas during the year,
raising the total number of rural branches at the end of June, 1987 to
3507 or 67 percent of total bank branches in Bangladesh. The number of
the nationalised commercial bank branches in Bangladesh {including
branches of Rupali Bank Ltd.) during 1986-87 increased by 47 1o 3446 an

June 30, 1987 from 3399 on June 30, 1986. The number of natienalised
banks” branches operating in {oreign countries stood at 13 on June 30,

1987 as against 12 on June 30, 1986. During 1886-87, the number of
foreign banks operating in Bangladesh remained unchanged at 7 and
total number of their branches stood at 22 on June 30, 1987 as against
21 on June 30, 1986. The number of private sector banks (excluding
Rupali Bank Lid.) in Bangladesh stood at 9 on June 30, 1987 asagainst 8
on June 30, 1986. Total number of thair branchas increased by 23 1o 6BB
at the end of June, 1987 from 665 at the end of June, 1986,

42 The Islami Bank Bangladesh Limited (IBBL) is the first bank
operating in Bangladesh under the principles of Islamic Shariah. The
business of the IBBL expanded substantially both in terms of deposit
maobilisation as wellas interms of investment financing during 1986-87,
The number of branches of the bank increased from 13 at the end of
June, 1986 10 21 at the end of June, 1987

4.3 The Al Baraka Bank Bangladesh Limited is the second Islamic bank
in the country. The bank started its formal operations from May 20, 1987
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under the principles of |stamic Shanah. The bank is a joint venture
banking company sponsorad by the Al Baraka Group of Saudi Arabia,
renowned  Bangladeshi  entrepreneurs and the Government of
Bangladesh, The authorised capital of Al Baraka Bank 1s Tk, 60 crores
wilich s divided into 6 lakhs ardinary shares of Tk 1000 each. The
paid-up capital of the bank 15 Tk. 15 crores which 15 shared by the
differeni groups as foliows:

il &l Baraka Group e
Is] Bangladeshi Sponsors 12.5%
ch Pubilie Issua [Local) 12:5%
il] Gowvernment of Bangladesh 5%
Total: 100%
4.4 Inpursuance of the Governmen! decision, the Rupal Bank was

transiormed into a public limited company on December 14, 1986 The
authorised capral ot the newly constituted Rupali Bank Limited is
Tk, 1K) crores ot which the pad-up capital is Tk, 40 crores. Of the total
pand-up capital, 51 parcent has been ratained by the Governemeant setale
15 percent of the remaining 48 percent has been reserved for allotment
to the emplovess of the bank and 85 parcant for public ssuse

4.5 The Rajshahi Ernshi Unnavan Bank (REUBY was established on
Mareh 15, 1887 o function as a scheduled bank bifurcatimg the
Bangladesh Krshi Bank {BKB)} The bank has taken over asseis and
liabilimigs including deposis and advances of the BEE branchas i the
Rajshahi Division. The authorised capital of the RARUE is Tk, 150 crores
which is fully owned by the Government.

4.6 A Deputy Governor was appainted by the Governmeant with a view
to ensuning better supervision of banks by strenthaning the Inspection
Departments of the Bangladesh Bank. Special squads were constituted
by the Bangladesh Bank for making indepth investigations and te conduct
special inspection of different scheduled banks.
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47 The Bangladesh Bank under its normal inspection programme
carried sut comprehenswve inspection of 592 branches of 14 scheduled
banks (nationahsed, local private andforeign banks)during 1986-87.
In addition, summary and special inspection of 245 branches of different
sheduled banks were conducted during the year. Inspection of the
Calcutta branch af the Sonali Bank and the Karachi branch of the Rupali
Bank Limited was conducted during 1986-87, Four  branches of the
Janata Bank in the UAE were also inspected during the year

4.8 For financing procurement and distribution of foodgrains a sum of
Tk. 75 crores was made available to the Governmeant by the nationalised
banks and a counter-finance limit of the same amount was allowed by
the Bangladesh Bank during 1986-B7. There was no outstanding
against the above counter-finance limit at the end of June, 1887

4.8 The Bangladesh Bank sactioned counter-finance limit of Tk, 120
crores to the natonalised commercial banks during 1986-87 for
financing procuremant and distribution of fertlizers by the BADC
Outstanding counter-finance against the same stood 81 Th.18  crores as
on June 25, 1987 as compared to Tk.83 crores as on June 26, 1986
Another counter-finance limitof Tk. 20 _crores was allowed to the Sanali
Bank aganst finanding procuremeant of pumps, engines and accessorias
of shallow wbewells (STW) by the BADC against which there was no
outstanding at the end of June 30, 1987

410  Adeguate finance from the banking system continued (o be made
available for jute trade and jute mills during 1986-87 |jute season. The
commaearcial banks sanchoned cash credil and packing credt limits for
finrancing movemeants of raw jute as well as for maeeting the warking
capital requ:?ame ints of jute mille, Peak-level unlhizaton of bank credit by
the jutemills including spinning millsstood at Tk. 936 46 crores on April
16. 1987 as against the prewvious year's peak-=leval utihsation of
Tk. 863.B6 crores.on January 2, 1986, Peak-level unlisavoen of bank
credit by the jute trade including Bangladesh Jute Corporation stood at
Tk: 654.07 crores on April 16, 1986 as against Tk. 49981 crores on
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January 2, 1986, The peak-level of refinance which was availed of by
banks from the Bangladesh Bank during the year under report stood at
Tk. 618.34 ¢rores on January 1, 1987 ascomparedto Tk. 558 36 crores
at the end of June, 1986

411 The peak-leveloutstandingin respect of overdrall/ rediscounting
facilitias allowed 1o banks by the Bangladesh Bank against export hills
which had stood a1 Tk, 19.23 crores on January 22,1887 came down 1o
Tk: 10.51 crores on June 25, 1987. This compared with the outstanding
refinance of Tk. 5.44 crores on June 26, 1986

412 The peak-level outstanding in respect of refinance allowed 1o
banks by the Bangladesh Bank against pre-shipment export credit for
non-traditional items, which stood at Tk, 107,18 crores on January 22,
1987, wasreducedio Tk, 9553 crores on June 25, 1987 This compared
wilth the outstanding refinance of Tk, 71.18 crores on June 26, 1986

413 Atotal credit limit of Tk, 65 crores was arranged from the Sonali
Bank, the Janata Bank and the Agrani Bank for the sugar mills under the
control of the Bangladesh Sugar and Food Industries Corporation (BSFIC)
for financing production of sugar during 1986-87. The peak-level
refinance which was availed of by the Sonali Bank against iinancing of
sugar mills under the BSFIC during 1986-87 stood at Tk, 5.80 crores.
There was no outstanding at the end of June, 1987

414  The peak-level refinance which was avaled of by banks from the
Bangladesh Bank against their advances to the Bangladesh Petrolaum
Corporation (BPC) stood at Tk, 41 crores ason July 10, 1986 which was
fully hguidated by the and of June, 1987

415 A refinance limit of Tk, 2 grores was allowed to the Bangladesh
Krishi Bank (BKB) on account of its advances to the Cotton Developiment
Board for procoirement of locally produced seed-cotton against which
there was no outstanding at the end of June, 1987,

416  Other refinance facilities allowed by the Bangladesh Bank 1o the
scheduled banks on various accounts slood lower at Tk 48,30 crores on
June 256, 1987 as compared to Tk. 65.71 crores on June 26. 1986
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5.1 The Dhaka Siock Exchange Lid. achieved notable progress during
1986-B7. The average daily transactions on the trading floor of the
Exchange showed a phanomenal increase of 321.9 percant over the
year. The ovarall investment climate in the country improved further
during 1986-87 as a result of additional facilities and incentives provided
by the Government for encouraging industrial investment n the
Industrial Policy of 1986. A large number of companies came up for
enlisting their names with the Exchange and investors’ response to the
public issue of new shares was encouraging, The numbar of companies
listed with the Exchange increased from 78 in 1985-86 to 88 in
1986-87, The total paid-up capital of the listed companies stood at
Tk. 279.14 crores in 1986-87 as compared to Tk. 209.85 crores in
1985-B6, showing an increase of 33.0 percant over the year.

8.2 Trading in shares on the floor of the Dhaka Stock Exchange Ltd.
reached a new peak in 1386-87. Tha tatal turnover during the year stood
at 19.30 lakh shares worth Tk, 156.24 crores which was 1879 percent
larger in volume and 343.5 percent higher in value as compared with
those in 1985-86. In all, 11 companies offered new shares waorth
Tk. 22.09 crotes for public subscription during 1986-87 which was
360.8 percent higher as compared with shares worth Tk, 4.90 crares
offered by 10 companies in 1985-86. As against the total shares offerad
during the year, public response was valued at Tk, 41.14 crores
representing an oversubscription of BG.3 percent, In some cases, the
shares were oversubscribed to the extent of 145.0 percent of thair
offered value: A total of 37 companies declared dividends ranging from 5
percent to 150 percant during the yvear, Market capitabisation of the listed
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companies increased by 282.8 percent to Tk, 131544 crores in
1986-87 from Tk. 343.65 crores in 1986-86.

6.3 Total resources of the Investment Corporation of Bangladesh {ICB)
as on June 30, 1987 amountad to Tk. 79.18 crores consisting of the
paid-up capital of Tk. 10.00 crores, Governmant loan of Tk. 1850
crores and debentures worth Tk, 55.02 crores issued in favour of the
Bangladesh Bank, the nationalised commercial banks and the foreign
commercial banks. As against this, the ICB made a total commitment of
Tk, 91.19 ¢rores uplo June 30, 1987, thus leaving a resource gap of
Tk, 7.67 crores. At present, the Corporation does not have any line of
foreign credit/investmeant resources.

654 During 1986-87, the ICB made a total commitment of Th. 537
crores for underwriting/bridge financing as against Tk, 1.21 crores
committed during 1985-86. The Corporation made no commitment for
debanture financing during 1986-8B7 as a'gainst Tk. 0.34 crore worth of
debentures financed in 1986-86, As investment support in the form of
underwriting/bridge and debenture financing committed by other
financial  institutions increased substantially to Tk, 5.03 crores in
T9BE6-B7 from Tk. 0.74 crore during® the preceding year, total
commitments made by the ICB and its consortium partners also rose
significantly ta Tk, 10.40 crores during 1986-87 from Tk, 2.29 croresin
1985-86. The ICB has committed financial assistance of Tk. 91.139
crores to 293* projects since its inception,

55 The Bangladesh Shilpa Bank (BSB) received a total of 126
applications during 1986-87 as against 94 applications received during
1985-86. During the year. the Bank sanctioned loans amounting to
Tk. 75.38 crores against 43 projects which included Tk. 59.04 croresin
foreign currency and Tk. 16.34 crores in local currency. The BSE had
sanctioned a total loan of Tk, 99.11 crores in 1985-B6 against 35
projects of which Tk. B7.93 crores were in foreign currency and
Tk. 1118 crores in local currency. As in the previous year, all the loans
sanctioned during 1986-87 were in the private sector.

* Mag of cancellatcn/ reduciion
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§6 Total disbursement of loans by the BSB during 1986-87 amounted
to Tk, 27 85 crores, of which Tk. 20.8B6 crores were in foreign currency
and Tk. 6.99 crores in local currency. As in the previous Years orojects in
the private sector claimed theentire amount disbursed during the year,
The BSB had disbursed an amount of Tk, 12.23 crores in 1985-86, of
which the foraign curr&nc:n,l componant was Tk, 5.B0 crores. The BESB
recovered an amount of Tk, 65.89* crores during 1986-87 as compared
to Tk, 41.72 grores in 1985-86. The total amount of outstanding B58
leans, including owverdue loans of Tk, 29519 croces, amounted o
TEk. 841 .37 crores on June 30, 1987 as against Tk. 61073 crores,
including overdue loans of Tk, 267.35 crores on June 30, 1986.

5.7 The functions and area operations of the Bangladesh Shilpa Rin
Sangstha (BSRS) was reorganised following a Memorandum of
Understanding (MOU) singed between the Government of Bangladesh
and the donor agencies on March 2, 1986. In accordance with the basic
points agreed in the MOLU, the Industrial Advisory Centre of Bangladesh
(IACB) was merged with the BSRS on March 16, 1987, The reorganised
tunctions of the BSRS are as under:

i} development of necessary expertise Tor strengthening -and
improving the repayment performance of borrowers,

il providing term credit to industries in the existing portfolio of the
BSRS for BMR&E;

i) providing underwriting/bridge financing/debenture financing
assistance to public limited companies,

w] stengthening capabilities of the BSRS to provide technical and
management services to defaulting companies;

vl  management, rehabilitation, salvage or liguidation of industries
in the existing portfolio; and

vi) industrial promotion, research and consulfancy,

* Excluding Tk: 1519 crares given Ly e BSE ad concessson 00 thi giie indls wiuch wis
mlpusted lowards saniemant of diess with the Governmend
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5.8 The amount of loans sanctioned by the BSRS dunng 19B6-87
stood significantly lower-at Tk, 0.71 crore anly as aganst Th. 12.70
crorés sanctioned during the preceding year. The amount of loans
disbursed by the BSRS during 1986-87 also stood lower at Tk 5.24
crores as comparad to Tk, 9.08B crores in 1985-86. 04 the 1otal
disbursemeant during the year, foreign currency and local currency
components accounted for Tk.2.30 crores(43. 9%) and Tk.2 94 crores
(56.1%) respectively as compared to Th 414 crores (45 6%) and
Tk, 494 crores {54.4%) respectively during 1985-8B6. During the yaar
under report, the entire amount of disbursemant. Le. Tk. 524 crores
was disbursed in the privata sector. Compared to this, Tk. 8.04 crores
were disbursed in the private sector and Tk. 1,04 crores in the public
sactor during the previous year,

59 The BSAS recovered an amount of Tk, 51.87Fcrores during
1986-87 as compared (o Tk. 3438 arores during the preceding year, (4
the total recovery during the year, the public amd privale sectors
accounted for Tk. 7.71 crores (14.8%) and Tk, 44.16 crores {B5.1%)
respectively as compared 1o Tk, 13,63 crores {39.6%) and Tk, 20.75
crores (B0.4%) respectively during 1985-86. The total outstanding loans
of the BSRS as on June 30, 1987 stood higher at Tk. 760.74 crores as
compared to Tk, 707.16% crores as on June 30, 1986,

510 The commercial banks continued to play an active role in the
promotion of capital market in the country. The commercial banks
{nationalised, private and foreign banks operating in Bangladesh}
extendad a total of Tk. 789.77 crores for financing debentures issued by
the sector corporations as at the end of June, 1987 as compared 10
Tk. 767.77 crores at the end of June, 1986, Besidas, commarcial banks
made advances to the members of the Stock Exchange against the
security of their shares histed with the Exchange. Commercial banks’
advances against stock exchange securiies  (including Government and
other trustee securities) as at the end of June, 1987 stood at Tk -85.06
crores as compared with Tk, 71.58 crores at the end of June, 1986

P = Pronvigeonal
R - Bevige)
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AGRICULTURAL AND RURAL FINANCE*®

6.1  Aagriculture occupies a pivotal position in the aconomy of
Bangladesh asitaccounts for more than 50 parcant of the country s GOP
and provides employment 1o over 70 percent of the labour force. As the
agriculturists who cultivate land mostly on subsistance basis cannot
afford to invest adequate capital to raise productivity, mstitutional
finances are provided 1o tham in accordance with the Annual Credit
Programme drawn up by the Bangladesh Bank. The institutions
providing credit to the farmers for bath tarm and off-farm activities are;
the Bangladesh Krishi Bank (BKB), commercial banks, the Bangladésh
samabaya Bank Lid. [BSBL], the Bangladesh Rural Development Board
{(BRDB), Upazilla Central Co-operative Association (UCCAs) and the
Grameen Bank. Institutional finances are also provided for special
projects/schemes undertakan in selaciad rural areas of the country Lo
generate employmeant for the landless and/or small and marginal
farmers

6.2 TheAnnual Agricultural Credit Programme for 1986-87 envisaged
disbursement of a notional amount of Tk, 107500 crores as against
Tk. 1,275.00 crores during 1985-86. Of the total, @ sum of Tk. 458.00
crores or 42.6 percent was earmarked for crop financing other than tea,
Tk. 115.00 crores or 10.7 percent for finaneing purchase ot irngation
equipments and Tk, 502.00 crores or 46.7 parcent Torother agriculiural
activities. These compared with Tk, 596 00 crores. Tk. 136.00 crores
and Tk, 543.00 crores for financing crops, irrigation equipments and
other agricultural activities respectively during 1985-86.

* Figures for 1986-87 are provisionat
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6.3 Inorder to ensure orderly flow of credit for financing the country’s
major crops preduction, ‘the annual crop credit system’ introduced in
1984-85 continued to operate during 1986-87. Under the sytemcredit is
disbursed to individual borrowers at the beginning of the crop season
against allpcations made on the basis of their respective annual
production plan, For proper utilization of loans and smoaoth functioning of
the system leading to better recovery performance all transactions
relating to agricultural loans are recorded in the "Credit Pass-Book' of the

borrowers,

6.4 Under the Annual Credit Programme of Tk. 1075.00 crores for
1986-87 a sum of Tk, 667.28 crores (62.1 percent) was dishursed as
compared to Tk. 631.72 crores (498 percent) disbursed during the
preceding year. This includes disbursements under different special
projecis/schemes like, Pond Fishery, Cold Storage, Bangladesh Swiss
Agricultural Project |BASWAP), Shwanirvar Credit Programme, Second
Rural Development Project (RD-1l Project), Morth West Rural
Development Project (NWRDP), DTW-2 (1287-8BD) and Shrimp Culture
Financing Scheme durmg the year. |n addition, the Grameen Bank
dishursed Tk. 65.64 crores during 1986-87 which showed an increase
of Tk 189.87 crores over Tk 45.87 crores disbursed during the
preceding year. Thus, disbursements under all these
programmesspacial projects/schemeas including the Grameen Bank
durinng 19B6-B7 totalled Tk. 732.B2 crores which was 8.2 percent
higher than Tk. 677 .59 crores during 1985-86.

6.5 The break-down of dishursamants made against the Annual Cradit
Programme during 1986-87 indicates that for linancing crop production
other than tea. an amount of Tk. 252.69 crores or 55.2 percent of the
programme of Tk. 458.00 crores was disbursed by the Pariigipating
Craedil Institutions {PCls) as compared to the disbursement of Tk, 180,29
erores during 1985-86. Disbursements made for financing of irrigation
equipments during the year stood at Tk, 30.28 crores or 26 3 percent ol
the programme; this was 54.6 percent lower than the dishursement of
Tk. B6.64 crores during the preceding year. Disbursements of
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Tk. 384.31 crores against other agricultural activities during 1986-87
were 2.6 percent higher than Tk, 374,79 crores in 1985-86.

66 The recovery position of agncultural credit showed marked
improvement during 1986-87. The intensive recovery drive by the PCls
coupled with the remission of interest and service charges announced by
the Government resulted in significant improvement in the overall
recovery position of agricultural eredit, In pursuance of the Governmant
decision, total/partial remission of interest and service charges was
allowed on the outstanding bafances as on June 30, 1986 against
different categories of crop loans subject to the condition that the
remaining balance was repaid within Jung 5, 1987, Total recovery
(excluding remissions) of agricultural credit of Tk. 1,106.B1 crores
during 1986-87 was 82.3 percent higher than Tk, 60716 crores
recoverad in the preceding year. Mainly due to the accelerated recovery
performance, the outstanding level of agricultural gredit as at the and of
June, 1887 decreased by Tk 219471 crores or by 6.2 percent to
Tk. 3,294.84 crores as compared to Tk, 3.614.25 crores at the end of
June, 1986, Following improved loan recovery the overdug loans
amountng to Tk, 1.576.57 crores at the end of June, 1987 decreased by
Tk, 202.20 crores or by 11.36 percent as compared to Tk 1,778.77
croras at the end of June, 1986 A comparative position showing the
credit programme. disbursement, overdue, recovery and outstanding
for 19B5-B6 and 19B6-87 15 presentad in Table El'l
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TABLE 6.1

OPERATIONS UNDER ANNUAL AGRICULTURAL CREDIT

PROGRAMME
(Taka in crores)
Changes
Particulars 1985-86 19B6-B7 ovir the yea
1. Prograrmme for Disbursemant: 1275.00 1075.00 I io e ]+ s I
[-15.69%)
a) Crop Financing (Other 596.00 45800  (-) 138.00
than tea) -23.15%)]
b] Financing of Irrigation 136.00 115.00 - 2100
Equipments [-15.44%)
€} Other Agrieultural 543,00 50200 -} 41.00
Activities {including tea) {=7T.556%}
2 Actual Disbursemant: E31.72% 667.28"* (+) 3656
(~5.63%)
a) Crap Financing 190.25 252 .69 {+) 62.40
[+32.79%)
b) Financing of [rrigation BE.64 30.28 [~] 36.36
Equipmants {-54.56%]
c} Other Agricutural 374789 38431 [+] 9,562
Activities (including 12a) [+2.54%)
3. Overdue [as on June 30} 177877 1676857 -} 20220
[-11.36%)
4. Racovary BOT.15* 1106881 {+) 499 66
[(+82.29%)
&, Dutstanding (as on June 30] 3514.25° 329484 -1 21541
{-6.24%)

* Revised )

** Includhing disbursement by Rajshahi Krishi Unnayan Bank.

6.7 The disbursements of credit by terms/types are shown in Table
6.2. The short-term loans accounted for Tk, 472,93 crores or 709
percant of the total during 1986-87 compared to Tk. 400.24 crores of
63 4 percent of the total during 1985-86. This shows an increase of
18.2 paercent in the current year 85 compared to a decline of 604
percent during the preceding year. The share of term loans declined by
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16.0 percent to Tk, 194.35 crores (28.1 percent of the total) during
1986-87 as compared to a decline of 22.5 percent to Tk. 231.48 (36.6
percent of total) during the preceding yvear. While the short-term crop
loans, other than those for 1ea, recorded anincrease of 32.8 percent,
those for tea recordad an morease of 158 parcent during the vear. Tarm
loans for financing irrigation equipments recorded a decline of 54.6
parcent during 138687 as compared with a decline of 39,5 percent m
the preceding year. Term loans for plough ammals and ather purposes
increased by 20 2 percent during 1986-87 as against a decline of 292
parcent during the preceding yvear.

TABLE 62

DISBURSEMENT OF AGRICULTURAL CREDIT BY TERMS/TYPES
(SHORT-TERM AND TERM LOANS)

{Taka in crores]

Particulars | 198586 | 1986-87 [% Changes

Total Disbursament | 631,72 667 28 i1 BB3
1. Short-term Loans 400.24 47293 (-11B16
{ 63.35%) ( 70.87%)
a) Crop Loans other than tea 190.29 252.68 (+]132.79
bj Other Agricuiiural 208895 22024 (+} 420
Activities
i} Crop Loan for tea 96,94 11228 [+] 16581
ith Others 112939 10785 -] 446
2. Term Loans: 231438 184.35 (-1 16.04
{ 36.64%) ( 29.12%)
af lrrigation Equiproens G664 3028 (-1 5456
b} Other Agriculiural 164,84 164.07 -1 047
Activities
i) Plaugh Animals: 45.25 441 (+)20.24
i} THhers 118.68 108.66 (-1 830

Mote : Figures in parenthases indicate percentages of total
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68 Disbursement of crop loans by all the participating cradit
institutions increased by 328 percent during 1986-87. While crop
financing by Bangladesh Krishi Bank and Rajshahi Krishi Unnayan Bank
together increased significantly by 188.2 percent to Tk, 110,89 crores
that of participating commercial banks dechned by 15.5 percent to
Tk, 6958 crores, Crop hinancing by BRDOBSUCCAs declined by 1.1
percent to Tk, 59.35 crores and that of BSBEL increased by 36.1 percant
to Tk 17.1 crores. Table 6.3 shows the position of disbursement of
agricuftural credit by Sources.

TABLE 6.3
DISBURSEMENT OF AGRICULTURAL CREDIT BY SOURCES

{Taka in crorest

1985-86 = 1986-B7
Sources, Total | Crop Loan Tatal Crop Loan
AgEncies olher than other than
12a 2a
1. BKE 365.06 3848 419,24 108,77
[+ TB2.66%}
2. AKLIB - — 22.67 212
[==)
3. PCBs 156.67 8235 13410 69,68
- 15.50%}
4, BRDB/UCCAs 86.00 6000 74,22 59,35
- 1.08%)
b. BSHL 13.99 9.46 17.05 12.87
{+ 36.06%}
TOTAL: 831.72 180.29 667.28 252.69
[+ 32.79%)
Mota: Figuics o parenilwsas vigicale pEicEnTag chankEs aver 1hi yads

692 The Bangladesh Krishi Bank and tha Rajshahi Krishi Unnayan
Bank continued to remain the major source of agricultural finance intha

country. Their share in total agricultural credit increased from 57.8
parcent in 1985-B6 to 66.2 percemt in 1986-87. The share of

participating commercial banks on the other hand declined from 24.8
percent 1o 20.1  percent in 1986-87. Table 6.4 shows the percantage
shares of agricultural credit by sources,
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TABLE 6.4

PERCENTAGE SHARES OF AGRICULTURAL

CREDIT DISBURSED BY SOURCES

1885-86 1886-87

Agenciess Crop Loan | lrmga- Crop Irriga-

Saurces other tian Loan Lo
Aol than tea Euip- Toul other BOUIp-
meants than tea| mants
BEB 57.78 20.22 40.26 62.83 43.04 2130
RELB — — — 340 .84 5.28
PCBs 24 80 43.28 572 2010 27584 24.54
BROBUCCAs 1520 31.53 5402 11.12 2345 42.90
BSBL 2.21 4.97 — 266 504 5088

B.10 Total refinance -availed of by all the credit agencies from the
Bangladesh Bank during 1986-87 amounted to Tk, 232.20 crores as
against Tk. 253.17 crores during 1985-86. This included a refinance of
Tk. 68.93 crores to the Sonali Bank for financing the programmaes of
BRDB/UCCAs during the year. Detailed position of refinance from the
Bangladesh Bank in respect of agricultural loan to different lending
institutions during 1985-86 and 19B6-87 15 shown in Table 6.5

TABLE 6.5
REFINAMCE BY THE BANGLADESH BANEK
Taka in crores)
: 1985-86 B 19B6-87
Credit Agencies Mot r [ Disbursement | Sanction | Disbursement
BKB 114,00 108 99 171.33 118.49
PCBs 41.57 43.57 35.89 2098
BSBL 2898 12,10 2790 1580
Sonali Bank-BRDBE  82.93 B3 68.08 68.93
BRDE 10.00 T.38 6,70 2.00
RELEB® — — 3208 500
Total : 277.48 253.17 402.79 232.20

* Rajshaki Krishi Linnansan Band
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6.11 The outstandingborrowings of the Participating Credit Institutions
{PClz)fromthe Bangladesh Bank stood at Tk, 1201 .79 crores at the and of
June, 1987 as against Tk. 1370.86 crores at the end of June, 1986,
denoting a decrease of Tk, 169.07 croresor 12.3  percent over the year.
The outstanding position of borrowings of the various PCls from the
Bangladesh Bank during 1985-86 and 1986-87 is shown in Table 6.6

TABLE 6.6

OUTSTANDING BORROWINGS OF THE PCls
iTaka in crores)

Cradit Agencies 1935-86 19B6-87 o Changes over
the year
BKB 1112.49 110040 - 1.09
BSBL 33.66 32.81 - 223
PCBs 7414 251 - 06.61
Sonali Bank-BADB 138.50 50.68 - B3.67
ERDB 1137 10.39 - 688
Rajshahi Krishi Unnayan *
Bank — 500 —
Total : 1370.86 1201.739 - 12.33

6.12 Within the overall agricultural credit programme reviewed in tha
preceding paragraphs, some specific programmes/projecis were
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 rural assetless people who had previously
little access to the institutional credit, These were as under

al Under a proagramme of Tk. 11.85 crores for financing pond
fishery, the PCBs, the BB and tha REUB disbursad an amaunt
of Tk.3. 7gcrores during 1986-87 indicating a decreaseof 439
percent as compared with the disbursement of Tk. 6.71 crores
during 1985-86. Agency-wise disbursement of loans under the
programme during 1385-86 and 1986-B7 1= given in Table 6.7,
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TABLE 6.7

DISBURSEMENT OF POND FISHERY LOANS
{Taka in crores)

Agencies 1985-86 1986-87 % Changes over
the yadr

PCBs 3.23 0,70 {-) 78.33

BKB 3,48 2.62 1= 24,1

RELIB - 0.44 .

Total 6.7 3.76 [-] 43.96

b) In order to provide additional cold storage facility for
preservation of potatoas in the country, the PCBs, the BKB and

Loans for the REUB together disbursed an amount of Tk. 44.52 crores
Cold during 1986-87 as compared to the disbursement of Tk, 27.68
Storage

crores durning 1985-86, showing an increase of 0.8 percent
aver theyear. The agency-wise disbursement of loans under the
programmaea during 1985-88 and 19B6-8B7 s shown in Table 6.8,

TABLE 6.8

DISBURSEMENT OF COLD STORAGE LOANS
{Faka in crores|

Agencies 1885-86 1986-87 % Changes over
the year

PCBs 13.23 2176 {+) B4 .47

BKB 14.45 20.23 {41 40.00

RELUB —_ 2.53 -

Total : 27.68 44 52 (+] 60.84

c} The Bangladesh Swiss Agricultural Project (BASWAP) on

post-harvest technology, storage facility and marketing cradit

BASWAP - II tor small farmers and share-croppers which completed its first
phase in June, 1983 was renewed for another six years and a

half (l.e. upto 1990} under the name BASWAP-II to be
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implamanted during the perncd T985-90, Out of 14 godowns 1o
be completed during the period of Phase-|, construction of 12
godowns were completed and these were brought into use for
staring grains, The recovery position under the project workead
out to be 94 .9 percent of disbursement as at the end of Juna,
1987. Bank-wise credit position of the project upto the end of
Juna, 1987 is shown in Table 6.9.

TABLE 6.9

CREDIT OPERATIONS UNDER BASWAP - 11
(A5 at the and ol June, 1987

Name of No, of Cuantity of Amount ArmoLnt

Financing Farmers foodaraims disbursed Recovered

Banks/f4rea under 1he stored {Taka in (Taka in
project {rmd. ) Crores) Crores)

Sonali Bank

(Boda Union) 8.590 42,011 0.54 0.51

Rupali Bank

(Satnala Union}  4.950 34,30 0.45 043

Total : 13.540 76,312 0.99 0.94

d) The Shwamrvar (self-reliance) Credit Programme started s

operation with paddy husking loan scheme in rural argas n
1878. The scheme was initially started in10 thanas (now Upazil-
las)af 1 Ogreater Districts. Presently, the scheme covers 76
Upazillas of 19 greater Districs and enlarged its operation o
cover a wide range of income and employment generating
activities. 5-member target groups are organised separately for
men and women for financing under the schame, each member
of a group owning not more than 0.40 acre of cultivable land or
having yearly income not exceading Tk, 6,000. The PCBsand
the BKB extend short-term lpans of a maximum amount not
exceeding Tk. 5,000 per borrower. Agency-wise per
farmance of the scheme upto June 30, 1987 is shown in
Table 6.10.
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TABLE 6.10

LENDING UNDER SHWANIEVAR PROGRAMME
(&% on June 30, 1987}

(Taka in crores)

Credit Amount Amouni Amount Aimopunt
Agencies disbursed recovered outstanding overdus
MNCBs 43 36 26.04 21.B3 10.86
Pubali & Uitara
Bank Lid. 251 1.86 1.08 0.53
BKB & RKLIE 1872 1204 839 3.29

Total : E4.59 40.84 31.27 14.68

) The Action-cum-Research Project on small farmers and

landless labourers, popularly known as the ASARRD {Asian
surveyY onAgricultural Reform and Rural Development) Projact,
which was introduced in March, 1976 under the joint
sponsorship of the FAQ/UNDP and the Ministry of Local
Government Rural Development and Co-operatives of the
Government of Bangladesh with the objectives of improving
social and economic conditions of small farmers and landless
labourers of the country through integrated programmes for
ncreasing productivity, incomea, employmeant opporturnities and
mobilizing available farm resources and savings as also Tor
training of farmers and officers for promoting group action in
accelerating development, concluded its second phase of
aperation in June, 1985, In the First Phase(1376-80)about 230
groups of target people in 12 villages of Mymansingh, Comilla
and Bogra districts were given supervised credit amounting to
Tk. B0.00 lakhs by Janata Bank which 15 the participating
agency for the project The second phase (1980-85b) which was
undertaken in four greater distriets, wviz., Mymenshingh,
Comilla, Bogra and Rangpur at a revised cost of about Tk, 3.00
crores to cover 200 willages continued during 1986-87
Disbursement of credit undeér the scheme on the basis of
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borrowers' production plan upto the end of June, 1987
amountad 1o Tk, 2.20 crores against which Tk, 2.23 crores
including intarast wera recovered.

In an effort to strengthen the rural infrastructure and operations
of the KS5/B55/MS55 under the UCCA co-operative system of
the BRDE, a Second Rural Development Project (RD-|l Projact)
was undertaken in March, 1984 in 13 greater districts, namely,
Dinajpur, Rangpur, Bogra, Khulna, Barisal, Patuakhali, Dhaka,
Mymenshingh, Tangail, Jamalpur, Comilla, Sylhet and
Chittagong, The projact is being financed under grants/credit
from the |DA, the CIDA and the UNDP. A Development Credit
Agreement (DCA) with the |IDA and a Memorandum of
Understanding (MOU]} for a grant from the CIDA were signed by
the Government of the People’s Republic of Bangladeshwhich
would enable the Bangladesh Bank to receive, through a
Subsidiary Loan Agreeament (SLA)} with the Goverment, US
dollar equivalent to SDR 70.46 million as the IDA loan and US $
13.46 million as the CIDA grant. The Bangladesh Bank will
provide refinance facility to the Sonali Bank to the extant of 30.0
percent of its project loan in four categories: (i) Agriculture MT
credit, (i) Agriculture ST eradit, (i) Marketing godowns of the
UCCAs and {iv) Rural Poor Frogramme, Both the Bangladesh
Bank and the Sonali Bank will provide a portion of the
project loans out of their own resources. As on June 30, 1987,
an amount of Tk, 11287 crores under this project was given to
the Sonalt Bank as refinance against its disbursement of
Tk. 152.08 crores. The Bangladesh Bank received Tk, 38.20
crares from the 1D against s refinance and also Tk, 2.76
crores as advance to special aceount for import of irrigation
EUipments.

The Government of Bangladesh signed a loan agreement with
the Asian Development Bank (ADB) for US $ 45.00 millian and
with the International Fund for Agricultural Development (IFAD)
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for SDR 13.7 million on April 18 and 20, 1983 respectively for
the purpose of undertaking North-West Rural Development
Project for operations in 53 Upazillas of old Rajshahi, Pabna and
Kushtia districts. For providing refinance facility 1o the Sonali
Bank against its disbursement of shori-term and medium-term
loans to the landless and rural poor farmers through the
ERDEB's/UCCASBSS/MSS syvstem for promoting agricultura,
livestock and various off-farm activities, the Bangladesh Bank
would receive an amount eguivalent to US $ 6.00 million and
SDR 2.74 million through a Subsidiary Loan Agreament (SLA),
The Bangladesh Bank's refinance to the Sonali Bank against
disbursament of loans 1o target borrowers since inception stood
at Tk. 2.69 crores as on June 30, 1987, Position of the credit
operations dunng 12986-87 under the project can be seen in
Table 6.11

TABLE 6.11

CREDIT OPERATIONS UNDER NWRDP (1986-87)
(Taka 1 Crores)

Marme of Amount Amount Armount Armourit
Financing Bank disbursed | recovered | overdus outstanding
Sonali Bank 2.00 0.8B0 045 2.06

6.13 The Rural Credit Project Department (RCPD) of the Bangladesh
Bank was engaged in yjmplementation . Monitoring and supervision of the
following projects/schemes under the IDA Credit No. 1147-BD during
1986-87:

{a) The ProjectsSchemes under the IDA Credit No. 1147-BD
involved an amount equivalent to US $ 62.40 million (including
price contingency of US § 14.30 million}. The
Projects/ Schames, which were originally scheduled to end in
June, 1985, were extended upta Decembar, 1986,
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{a)

Under the project for financing of sale and installation of minor
irrigation equipmants in Rajshahi Division a total of 2,894 5TWs
have been sold and installed during 1986-87, This brought the
total number of STWs installed under the project to 36,628 as
against the targat of 39,745 to be commussioned withun the pro-

1ects period;

The Participabing Crodil Institutions (PCls) together disbursed
Tk, 130 68 lakhs tor construction of 26 grain storages and
Tk. 1.20 lakhs o village mechanics dufing the year 1986-87.
There was no disbursement against agricultural workshop
during the yvear;

A sum of Tk, 9.32 crores was dishursed by the PCls upto
December, 1986 for financing of cattle purchase, beef fattening,
rural trensport, pond fishery, small scale dairy, etc

The Bangladesh Bank provided a total of Tk, 0.65 crora as
refinance to the PCls (Sonali Bank, Janata Bank, Agrani Bank
and the BKEB} for financing various schemes under tha 105
Credit No. 1147-BD during 19B6-87, Tha cumulative amount of
refinance provided by the Bangladesh Bank to the PCls under
the IDA credit and reimbursemants thereagainst recaived from
the IDA upto the end of December, 1986 stood at Tk. 94 80
crores and Tk, 70.68 crores respactively

6.14 Perfermance of other projects/schemes of the RCPD which was
financed by the NCBs and the BEE out af their own resources with or
without refinance facility from the Bangladesh Bank was as follows :

Under the Rural Housing Financing Scheme miroduced in
January, 1884 for financing construction of sami-pucca
dwelling houses in rural areas |outside the Municipal areas and
Upazilla Head Quarters) the four participating commercial banks
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together disbursed an amount of Tk. 1580 crores uplo
Decembar 31, 1986. The schema provides for long-term loans
of Tk, 38,00000 and Tk 6500000 per borrower for
construction of semi-puceahouses having phinth area of 250 sft
and 425 sf. respectively at an interest rate of 5.0 parcent per
annum and a repaymeant period of 27 years [including grace
periocd of 2 years). The Grameen Bank also provides housing
loans upto Tk, 18,000.00 per borrower for construction of simple
tin-roofed houses by its members to be repaid by weaekly
instalments within 10 1o 15 vears;

The PCls disbursed Tk. 1.24 lakhs and recovered Tk, 17 .88 lakhs
during 1986-87 under the Banana Plantation Financing
Schame which covers a total of 82 Upazillag all over the country
Since the nception of the schame in 1980 upto the end of June,
1887, the PCls disbursed a total amount of Tk. 3.68 crores and
recovered an amount of Tk. 1.34 crores thereagainst upto June
30, 1987

Under the Rural Transport Financing Schame the PCls
dizsbursed short and medium term loan amounting ta Tk, 0.03
crore and recovered a sum of Tk. 0.16 crore durimg 1986-87.
Cumulative disbursement of loans since the inception of the
Scheme in 1981 upto the end of June, 1987 amounted to
TK. 6.89 crores against which Tk. 2.79 croras were recovered.

The Shrimp Culture Financing Scheme, which was introduced
in 1980, now covers Khulna, Sathkhira, Bagerhat, Chittagong.
Cox's Bazar, Patuakhali, Barguna and Bhola districts. The PCls
together disbursed an amount of Tk. 5.10 crores and recovered
Tk, 7.06 crores during the year 1986-87. This brought the total
financing under the Scheme to Tk. 34.32 crores against which a
sum of Tk. 2022 crores was recovered upto June 30, 1887,
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(8) Under the Rower Pump Financing Scheme, which presently
covers 112 Upazillas of 33 districts, the PCls were given a targel
for financing purchase of 34,245 Rower Pumps, a low cost
Manually Operated Shallow Tubewell for Irrigation (MOSTI)
innovated by the Mirpur Agricultural Workshop and Training
School {(MAWTS) involving an amaunt of Tk. 3.37 crores. The
PCis disbursed Tk. 1.15 lakhs and recovered Tk 1.23 lakhs
during 1986-87. Total lpans disbursed under the Scheme,
since its inception in December, 1982 upto the end af June,
1987, amountad to Tk. 8.78 lakhs of which, a sum of Tk. 4.08
lakhs was recoverad.

{fi With a wiew to increasing supply of meat by encouraging
establishment of commercial poultry farms, a credit schame
was launched in November, 1983 in some selected areas
around Dhaka City. While no disbursement was made during the
year, an amount of Tk, 1.35 lakhs was recovered by the PCls
during the year against their earlier disbursement of Tk. 23.39
lakhs.

6.15 Agriculture Credit Inspection Department [ACID)  carried out
comprahansiva inspaction of 636 branches of the - nationalisad
commearcial banks including the Rupali Bank Lid. and 67 branches of
private banks during 1986-87. In addition, inspections were also carried
out in 221 branches of the Krishh Bank, 4 branches of the Islamic
Commearcial Co-operative Bank Lid. and 43 UpazillaKendryvo Samabaya
samities during the year.

616 The paid-up capital of the Grameen Bank was raised from
Tk, 3.00 crores to Tk. 7.20 crores in July, 1986. Of the share capital,
26.0 percent would remain with the Government while 75.0 percent
would be subscribed by the borrowers of the Grameen Bank,

617 The Grameen Bank opened 103 branches during 1986-87,
raising the total number of branches to 344. Through its branches, the
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Grameen Bank has axtended 115 loan operation to 6,258 villages upto
June 30, 1987. Out of this, 1,928 new villages were covered during
1886-87, A total of Tk. 65.54 crores was disbursed during 1986-87
which was 429 percent higher than the disbursement of Tk, 45.87
croras in the preceding year, The Grameen Bank recovered Tk, 54.08
crores or B2.5 percent of total dishursements during 1986-87 as
compared to the recovery of Tk, 42.74 crores or 93.2 parcent of tofal
disbursements during 1985-86. Since its inception as a projact in June,
1976, the Grameen Bank extended collateral-free loans amounting 1o
Tk. 184.23* crores of which Tk. 146,12 croresor 79.3 percent were paid
back by the borrowers in weekly instalments. During the year, the
number of borrowers also increased substantally from2.00 lakhs at the
end of June, 1986 to 2.78 lakhs at the end of June, 1987 of whom 2.17
lakhs or 78 percent were women, Due to the specialised system of
Grameen Bank's supearvision, the proportion of overdue loans remained
quite low at 4.0 percent as at the end of June, 1987 as compared to 4.1
parcent at the and of June, 1986.

6.18 Bemides, jont venture loans totalling Tk, 1.25 crores was also
disbursed during 1986-8B7 against which an amount of Tk, 0.94 crore
was recovared; & sum of Tk, 1.68 crores was disbursed to 1,707
members of the Grameen Bank for construction of housesduring
1986-87. Total disbursement of housing loans upto the end of June,
1987 stood a1 Tk. 4.05 crores against a total numbar of 3,518 loanaes.
The amount saved by the loanees in different accounts including Group
Fund and Emergency Fund increased by Tk. 6.36 crores or 63.3 percent
during 1986-87 to Tk. 17.30 crores. The Grameen Bank earned a net
profit of Tk. 3.568 lakhs during 1986. '

* Ingludes Tk, 15,31 crores dishursed by tha PCBs and the BKB ondar the GB Project apio
Septembar, 18983 La., pries ioconversion of the Progect into.a full-liedged bank bt excludes
laans disbursed for construction of rursl howses
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FINANCING OF SMALL AND COTTAGE INDUSTRIES

P The Industrial Policy-19B6 laid emphasis on promotion and
development of Small and Cottage Industries (SCis) in the country. The
The Policy, inter alia, provided guidelines on a wide range of issues
Industrial concerning industrial finance, especially for term-lending to SCls in the

Policy- 1986 private sector. ldentifying as a priority sector, the Policy envisaged a

package of special incentives for the 5Cls including the following !

i} concessional duty of 2.6 percent ad valorem without any sales
tax for import of machinery and equipments for setting up new
industries as well as for balancing, modernisation, replacemant
and expansion of the existing SCls in less and least developed
areas as also in the Bangladesh Small and Cottage Industries
Corporation{BSCIC)industrial estates;

il} openingof a separate window by the DFls and commercial banks
for financing the SCls;

i) requirement of setting apart a definite percentage of resources by
the DFls and commercial banks for developmant of SCls;

iv} provision for a low debt-eguity ratio of 80:20 for the SCis;

v} provision for introduction of a8 Small Entreprensurs Credit
Guarantee Schame under the joint sponsorship of the BSCIC
and the Sadharan Bima Corporation;

vi) provision for income tax rebate to the SCls located in less and
laast developed areas linked with incremental production;

vii} provision for concessional bank finance at a simple interest rate
of 10 percent per annum; and

viti} provision for arranging necessary fund by the banking system
for the sick SCls.
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7.2

In accordance with the above guidelines.the Bangladesh Bank

igguad instructions to the commercial banks, nationalised as weall az
private, requiring them io:

J

i)

i)

V)

Vi)

wii)

wili)

K}

gear up thair term lending activities, specially for the SCl sector;

finance the 5CIs (to be sanctioned on or after the Ist July, 1986
and those outside the credit programmes under any foreign
loangrant, etc.) at 10 percent rate of interast per annum
without any service charge or fes;

gal aside 5 percent of their fresh loanable funds on annual
hasis for investmeant in the SCls:

ensure appropriate and wider regional dispersal with spacial
priority in sanctioning project loans to the less//least developed
araas,

opan separate cell in the head offices of banks 1o specially cater
ta the financial needs of the SCls and establish a separate desk
with at least one experienced officer in each of the main district
level branches for handling the industrial project loan proposals;

provide required working capital loan to the sanctioned projects
at 14 percent rate of inlarest per annum,

give special priority to women entreprengurs in sanclioning
loans to the 5CI projects;

relax the requirement of collateral in cases of antreprensurs
hawving special skills and technical education;

take decision about sanction or otherwise in respect of industrial
loan proposals within 8 maximum period of three months from
the date of their receipt; and

make allout efforts to recover the overdue industrial loans

7.3 The himit for individual loans under the Special Credit Programmae
for tha SCls was enhanced bythe Bangladesh Bank from Tk 2 lakhsto
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Tk. 4 lakhs. Apart from assistance to be taken in connection with loan
recovery efforis, banks were advised to utilise thea servicas of the BSCIC,
as far as possible, in appraisal of projects under the Special Cradit
Programme as well as inotharcredit programmes.

Financing of Small and Cottage Industries under IDA Cradit

74  Under IDA Credit No, 1065-BD which became effective from
January 15, 1981, an amount equivalent to SDR 22 87 million was mada
available to the Bangladesh Bank for extending refinance to 3
participating credit institutions (PCls) viz., Sonali, Janata and Agrani
Banks. The Bangladesh Bank administered implemaniation of tha Credit
which completed its operations on December 31, 1986

7.5 Under the Credit.the PCls provided term loans for establishment of
SCI projects in the private sector as per eligibility criteria set for the
same, The rate of interest charged by the PCls from tha SCI borrowers
was 13 percent per annum without any extra premium or service charge.
Tha limit of individual s1ih-loan was 70 percent of 101al sub-project cost
subject to 8 maximum of Tk, 30 lakhs, The maximum period for
repayment of the individual loan under the Credit is 12 years inclusive of
a grace period of 3 years. The Bangladesh Bank provided retinance to the
PCls at 3 different rates of interest, depending upon the size of loans as
under:

iy For loans not exceeding Tk. 5 lakhs at 5 percent per annum,

iij For loans above Tk. 5 lakhs upto Tk. 15 lakhs at 6 parcant per
annum,

iii) For loans above Tk. 15 lakhs upto Tk. 30 lakhs a1 7 parcent par
annum,

7.6 TheBangladeshBank provided 100 percent refinance to the PCls
against their disbursement of sub-lgans (o approved sub-projects.
Withdrawals made by the Bangladesh Bank from the 1DA Credi Account
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against refinance provided to the PCls constituted the BangladeshBank's
subsidiary loan from the Government of Bangladesh at rates of interest 2
percent below the rates at which corresponding refinance was provided.
The Bangladesh Bank is to repay the subsidiary loan to the Government
of Bangladesh in 15 years with a grace period of 5 years. The
Government of Bangladesh shall repay the funds withdrawn from the
Credit Account to the |DA in 50 years which include a grace period of 10
vears.

7.7 During 19B6-87, refinance in respect of 8 previously approved
sub-loans was cancelled. Thus the total number of sub-loans approved
for refinance since the beginning of operation of the Credit in January,
1981 upto June 30, 1987 stood at 683 involving 3 total amount of
Tk. 61.07 crores. Size-wise and bank-wise breakdown of the sub-loans
sanctioned by the PCls are shown in Table 7,1.

TABLE 7.1

{Account vn crore Taka)

Size of Loans Sonal Bank Janates Bank Agrani Bank Totab
N I Amount Nn--i fomount | No. I Amount | Mo i Amount

Upta Tk & lakhs 160 514 10t 285 18 Q.57 2HZ B.ho
Above Th. § lakhs

& upto Tk, 15 lakhs a5 8,72 105 9.94 212 869 286 2835
Abowve Tk, 15 lakhs

B upto Th. 30
lakhs 50 11.60 22 4.94 a3 162 105 2418
Total ; 05 2848 231 17.73 147 16.B8 &83 '51.07

7.8  Of the total number of sub-projects approved under the IDA Credit
No. 1065-BD, 374 sub-projects or 54.8 percent were located in Dhaka
Dwvigion which accounted for 62.3 percent of total sub-loan sanctioned.
Division-wise distribution of sub-loans approved for refinance under the Cradit
s shown in Table 7.2



TABLE 7.2
{Amaunt in crora Takal

N1 No, ot % of Sub-loans % of
Bivision Sub-Projects Total approved for Total
refinanmse
Dhaka T4 64.76 2803 B2.27
Chittagong 130 12,03 11,41 18,64
Ehulna 543 . ) A.58 7.60
Rajahahi 1249 18.89 ¥.08 11,55
Total : G683 10000 61.07 100,00

7.9 Economic classification of sub-projects financed under the above
Credit shows that 71,8 percent of the amount of sub-loans approved for
refinance comprised of investments in food and allied products, textiles
and enginearing industries. The distribution of cumulative refinance
aprjrwad by the Bangladesh Bank among the major economic groups of
industries is shown in Table 7.3.

TABLE 7.3
{ Bormeavin vt erore Taka)

No. o Sub-lnpns

Progecis approvad ol
Economec Groop FbieTE Tt

linance

Food and Allied Producis 265 16,28 26,7
Taatile Industr e 125 15,84 254
Speciakisad Jute Inoustres 2 a.1h 032
Forast Products & Allled Indusires =1a] 1.68 &7
Papar, Bogrd, Printing and Peckaging 31 1565 5.8
Tannery, Leather & Aubber 20 2,35 3.8
Chamicals, Pharmaceuticals
and Allied Products 20 475 4.5
Glags. Ceramics & Non-
Metaliic Products i 0.95 1.6
Engingering Industries 101 11.75 19,2
Miscellanpous Industries 30 444 73
Road Transporis 21 0,89 1.5
Miscallaneous Cotlage Indusiries 1 0,08 0.2
Indusiries N. E. C.4 5 .40 0.6
Toatal : 6B3 &1.07 1040.0

= N.E.C. » Mot Elspwhare Classiliait
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710 As per terms of the Credit, the PCls were individually required to
make at least 40 percent of their total sanctions against sub-projects
with fixed cost not exceedingTk10 lakhs while 8 maximum of 60 parcent
could ba extended to sub-projects having fixed cost above Tk. 10 lakhs
During the project period which ended on December 31, 1986, the PCls
sanctioned subloans amounting to Tk, 39,90 crores or 65.3 parcant of
total sanctions against 237 sub-projects in the category of fixed cost
above Tk. 10 lakhs. The share of sub-loans in this category would stand
actually lower at 59 percent as against the maximum limit of 60 parcent,
if those sanctioned to 100 percent export-oriented industries are
excluded. The sub-loans sanctionad against 448 sub-projects in the
category of fixed cost upto Tk, 10 lakhs amounted to Tk, 21.17 crores or
34.7 percent of total sanctions during the project period. The bank-wiss
position of sub-loans approved for refinance against these two catego

ries of projects at the end of the project period is shown in Table 7.4

TABLE 7.4
tAamountincrore Taka)
Sub-projects with fixed cost Sub-projeciswith fised
upto Tk, 10 lakhs cost above Tk, 10 lakhs
Mo, of | Sub-loans | As % of total [ Mool | Sub-loans | As % of
Sub-pro- | approved sub-loans | sub-pro- | approved | todal sub-
PCls jBCis far ra- approad for s for re- loans
linance refinance finance appovad
for re-
financa:
Sonali Bank 187 7.89 29.8 108 1857 70.2
Janata Bank 165 7.54 425 66 10,19 67.5
Agrani Bank B4 .74 34.0 63 11.14 BG.O
Total : 446 21.97 34.7 237 39.90 65.3

Bank-wise position of local and foreign currency components of sub-loans
approved for refinance is shown in Table 7.5.
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TABLE 7.5

{Taka ir croras)

Total sub-| Sub-loans | Local Tk. eguivalent | Foreign
loans in local CUrmancy of sub-loans |currancy
PCI approved | currency | sub-loans | in foreign sub-toans
4 for ra- g5 % of Currency as % of
finance total total
{Col. 3+2)

1 2 3 4 5 &
Sonali Bank 26.46 15.90 60,1 10.56 39.9
Janata Bank 17.73 12.42 70.0 B.31 28.8
Agrani Bank 16.88 B.88 68.4 7.02 41.6
Total : 61.07 as.s 62.5 22.89 37.5

7.11  Of the total amount of Tk. 61.07 crores, Tk. 39.29 croresor 64
percent were sanctionad to 394 projects in the urban areas while the
remaining amount of Tk. 21,78 crores or 36 percent went to 289 projects
in the rural areas.

712 Total refinance provided by the Bangladesh Bank to the PCls
during 1986-87 against sub-loans extendad under theCradit amountad
to Tk, 10.05 erores as compared with Tk, 948 crores during 1985-86.
The cumulative amount of refinance amounted to Tk. 57.43 crores upto
June 30, 1987, The bank-wise break-up of refinance provided by the
Bangladesh Bank is shown in Table 7.6.

TABLE 7.6 {Taka in crores)

Retinanoe against | Cumulative amount of re-
Sub-loans disbursed | financa against sub—loans

PCls disbursed as on June 30, 1987
1985-86 | 1986-87

Sonali Bank 519 5.56 2467

Janata Bank 1.65 0.45 16.94

Agrani Bank 264 4.03 15.82

Total : 9.48  10.05 57.43
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713 Of the total amount of SDR 22 87 million made available to the
Bangladesh Bank under IDA credit No. 1065-BD, SDR 20.15 million or
88.1 percent was utilized during the loan period ended on Decembar 31,
1986.

7.14 Under an agreament signed on June 17, 1982 betwesn the
Governments of the Kingdom of Norway and the People’s Republic of
Bangladesh, an amount equivalent to 5 million Norwegian Kranar (NOK)
was provided by the Norwegian Agenay for International Development
(NORAD) for financing Small and Cottage Industrias (SCl) in Bangladesh.
A revolving fund known as "NORAD Grant Refinancing Fund™ was
created in the Bangladesh Bank on January 20, 1983 with NOK &
million equivalent to Tk, 1.67 croras for reflinancing by the Bangladesh
Bank against loans to be disbursed to eligible small and cottage industrial
enterprises by two participating credit mstitutions viz,, the Sonali and the
Janata Banks. According to the terms of Agreement, the amount of
refinance recovered by the Bangladesh Bank is being ploughed back for
rafinancing of fresh loans. The amount of refinance provided by the
Bangladesh Bank to the PCls under the NORAD Grant upto June 30,
1887 stood at Tk. 1.50 crores as shown in Table 7.7,

TABLE 7.7
PCls Mo, of SCI Amount of Refinance
projectis Disbursed (Taka in crores)
Sonali Bank 1474 0.65
Janata Bank 1454 0BG
Total : 2968 1.60

7.16  The Governments 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
imported fertilizers, edible oils, foodgrains, pulses, industrial spares, ete.
under the Grant, The Grant amount was enhanced by US § 60 million on
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August 15, 1982, Out of this enhanced amount, US § 4 millien was
allocated for investment in small and cottage industries, The Govermeant
appointed the BSCIC and the Janata Bank to jointly salect small scale
industriaiprojects for financing under the Granmt. The Janata Bank
financed 47 projacts involving an amount of Tk, 11.22 grores as on June
30, 1987. Rafinance provided by the Bangladesh Bank to the Janala
Bank upto June 30, 1987 amounted to Tk. 8.35 crores against financing
of 36 projects.

7168 The Asian Development Bank {ADB), under loan No. 773-BAN
(SF) signed with the Government of Bangladesh, agreed to provide a
credit line of SDR 18.85 million for financing of rurdl and agro-based
small scale and medium industries in Bangladesh. The Agrani Bank and
the Rupali Bank were selected as the participating credit institutions
under the Credit. Although there is no provision of refinancing, the
Bangladesh Bank has been entrusted with the responsibilitias of
coordination and supervision of projects to be implemented under tha
Credit. The Credit became effective from July 31, 1986 and is schaduled
1o be completed in 2 yvears with a draw down period of another 1 year, The
credit line can be utilized only for financing the foreign exchange cost
of indwidual sub-projects the masimum size of which would be
equivalent of US $ 1 million. The rate of interast at the sub-borrowers
level is 145 percent per annum exclusive of the premium of 2.6 percent
to be paid against exchange rate fluctuation. Although the ADB
subsequently agreed to extend the credit to cover other priority areas
identifred in the |ndustrial Policy of 183886, the higher lending rate for the
Credit compared to 10 percent fixed for the SCls emerged as a major
cause for its slow utilization

7.17  The ADB Credit also ambodies a technical assistance project for
managemeant and institutional development, funding for which has bean
arranged from the UNDP under a Technical Assistance Grant for US
$0.668 million.The Bangladesh Bank has bean entrusted with the
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responsibilities for implementation and supervision of the technical
assistance project which include ;

il to equip the Bangladesh Institute of Bank Managament (BIBM])
for imparting training on appraisal and supervision of project
lpans to 100 bank officers each year;

ily to provide overseas on-the-job training to 50 officers from
commaearcial banks and the Bangladesh Bank on the
managemeant of industrial term loan portfolio; and

niy to design and implement a8 comprehensive Management
Information System (MI5) in one of the nationalised commercial
banks for adoption by others in phases,
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HOUSING POLICY AND HOUSE BUILDING FINANCE
Housing Policy

B.1 Governmeant housing policy seeks to standardisa the existing
residential accommodation of Government and autonomous
organisations, in addition to making necessary arrangements for
distribution of suitable land, service/utilities and easy term-finance toa
large number of Government and Semi-Government employees o
enable them to build their own houses/flats. Government is also
providing ‘core houses’ tn individuals of small means for furthaer
development by the occupants. Construction and distribution. of
multi-storied flats on hirég-purchase system both in the public-and
private sector are being encouraged. Concessionary financing of
construction of multi-storied building at Upazilla headguarters and
strong semi-pucca dwelling housas in the villages has now become a
part of the Government housing palicy.

Housa Building Finance

8.2 The Bangladesh House Building Finance Corporation (HEFC)
provides financial assistance to members of the public for construction,
repair and remodalling of dwelling houses and apartments in citias,
towns and Upazilla headquarters. The authorised capital of the
Corporation is Tk. 10 crores of which Tk, 9.83 crores has been fully
subseribed and paid up by the Bangladesh Government. The main source
for maobilisation of working capital of the Corporation is the sale of its
Government guaranteed debentures to Bangladesh Bank, commercial
banks and the Insurance Corporation. To cater to the need for different
groups of people, the Corporation provides house building finance under
two separate programmes viz.{i) GeneralLoan Programme for single unit
buildings and (ii)’ Multi-storied Loan Programme for construction of
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multi-storied apartment houses. Loans are secured by mortgage of land
and the building to be constructed theraupon.

8.3 Underthe General Loan Programme, the Corporation extends upto
Tk. 6 lakhs for construction of a self contamed single unit house with a
repayment period of 25 years. Tha loan bears 13 percent (simple] interast
par annum on the first Tk. 4 lakhs and 16 percent {simple) interest per
annum on additional Tk. 2 lakhs. The margin of investment required to be
made by the intending borrowers has been fixed at 10 percent, Under
this programme, the Corporation sanctioned 3,020 loan cases foratotal
of Tk. 98.54 crores during 1986-87 as compared with 1,903 loan cases
sanctioned for a total of Tk, 66.88 crores in the previous year. Actual
disbursemant of loans under this programme during 1986-87 stood at
Tk. 76.33 crores as against Tk. 52.72 crores disbursed in 1986-86. The
outstanding amount of loans under this programme stood at - Tk, 499.66

crores (including interest) at the end of June, 1987 as compared 1o
Tk, 403.58 crores {including interest) at the end of June, 1986

B4  Under the Multi-storied Loan Programme, the HBFC sanctions
upto Tk. 7 lakhs and Tk. 8 lakhs for construction of multi-unit buildings
with covered areas of B0O sfi. and 1000 sft. respectively in each floor,
excluding staircase and balcony. The loan is allowed for construction of
4-storied builldings in Dhaka, Narayangan). Chittagong and Khulna and
3-storied buildings in other areas. The rate of intereston this loanis 10.6
percent (simple) per annum with a maximum repayment period of 30
years. The margin of investmant by the borrowers is 2.6 percant for
buildings with floor spaces of 800 sft. and 10 percent for those having
floor spaces of 1000 stt. The Corporation sanctioned a total of Tk, 80 86
crores against 1,272 loan casas comprising 4,663 housing units during
1986-87. This comparad with 786 loan cases comprising 2,895 housing
units sanctioned for a total of Tk, 53.35 crores during 1985-86. Of the
total loans sanctioned during 1986-87, Tk. 48 .69 crores or 60,1 percent
was sanctioned for construction of 2,924 housing units in the Dhaka
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zone. The amount of loan and the number of housing units sanctioned for
Rajshahi, Chittagong and Khulna zones were Tk. 11.91 crores for 654
housing units, Tk. 10.69 crores for 578 housing units and Tk. 9.67 crores
for 506 housing units respectively. Actual disbursement of loans under
the Programme during 1986-87 stood at Tk. 63.27 crores as compared to
Tk. 73.08 crores disbursed during 1985-86. The total amount of loans
disbursed under this Programme since its introduction in July, 1977 upto
June 30, 1987 stood at Tk. 484 .52 crores against which Tk. 576.43 F
crores (including intarest) remained outstanding.

85 In accordance with the Government decision, the Corporation
continuad to extend house building loans at a very concessional rate of
interest of § percent (simple} per annum in Upazilla levels with a
repayment period of 30 years. Total amount of loans disbursed by the
HBFC under this congessionary system during 1986-8B7 stood at
Tk. 6.68° crores as compared to Tk. 10.07 crores in 1985-86

86 The total amount of loans sanctioned and disbursed by the HBFC
under all the above programmes during 1986-87 stood at Tk 172.40
crores and Tk, 139.70 crores respectively, These compared with the
sanction and disbursement of Tk. 120.23 crores and Tk, 125.80 crores
respectively during 1985-86. Upto June, 1987, the HBFC sanctioned a
total of Tk, 1,112.21 crores for construction of 72,733 housing units
against which an amount of Tk. 334.58 crores was disbursed. The
Corporation recovered a total amount of Tk, 4483 crores during
1986-87 as compared to Tk. 38.17 crores during the preceding year. The
amount of HBFC leans outstanding against all programmes as on Jung
30, 1987 stood at Tk. 1076.097 crores as compared ta Tk. 891.22 crores
as on June 30, 1986. The amount of overdue loans stood at Tk. 150 F
crores or 13.9 percent of outstanding at the end of June, 1987 as
compared to Tk. 120.33 erores or 13.5 parcent of outstanding at the end of
Junge, 1986,

P = Pravisional
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8.7 Total funds raised by the HEFC upto Juna 30, 1987, through sale of
debentures to the Bangladesh Bank, the commercial banks and the
Sadharan Bima Corporation stood at Tk.1,094.33 crores which included
Tk. 198.00 crores raised during 1986-87. The Bangladesh Bank's
financing of the HBFC debentures amounted to Tk. 753.85 crores upto
June 30, 1887 and the remaining amount of Tk, 340.48 crores was
financed by the commercial banks and the Sadharan Bima Corporation.

8.8 Inpursuance of the Government policy the commercial banks have
been inducted to play an important role in stimulating private sector
investment in house building activities. Commercial banks were advised
by the Bangladesh Bank to treat housing as a priority sector and provide
necessary finance for the same, The commercial banks were allowed to
extend upto Tk, & lakhs (inclusive of any loan from the HBFC) for
construction of residential houses as well as commercial buildings
against the mortgage of real estate. Banks may, however, advance
beyond Tk. & lakhs in appropriate cases with prior approval of their
respective Board of Directors. The above loan facility may also be
provided for purchase of flats/apartments measuring upto 1500 sit
constructed by private housing societies/real estate companies to the
extent of 80 percent of total cost or purchase price as the case may be.
The maximum repayment pariod of the loan was enhanced from 12 years
te 15 yvears with effect from August 11, 1986 while the rata of interest
remained unchanged at16 percent per annum.

8.9 Loans disbursed by the nationalizsed commercial banks in the
housing sector during 1986-87 totalled Tk. 12.87 croras as compared to
Tk. 4.95 crores disbursed during the preceding year. The private banks
extended Tk. 1.36 crores as housing loans during 1886-87 which
include Tk. 0.66 crore provided By the foreign banks operating in
Bangladesh. Total outstanding loans provided by the nationalised
commercial banks, private banks and the foreign banks operating in
Bangladesh stood at Tk, 86.14 crores as on June 30, 1987
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8.10 Rural Housing Financing Scheme of the Bangladesh Bank
imtreduced in January, 19834 continued to be in operation during
1986-87. Under the Scheme, long-term loans ‘of Tk, 38.000 and
Tk 65 000 areallowedto the borrowers inrural areas of the country {except
municipal areas and Upazilla headquarters) for construction of
semi-pucca/pucca dwelling heouses strong enought to withstand
natural calamities having plinth area of 250 sft. and 425 sft. respectivaly.
The loan is limited to those who have less than 3 acres of cultivable land
and whose annual income 15 not more than Tk. 15,000, Governmant as
wall as bank emplovees are not eligible for this loan, The rate of interest
on such loans has been fixed at 5.0 percent per annum with a repayment
period of 27 years including a grace period of 2 vears. The Bangladesh
Bank provides 100 percent refinance to the parhcipating commercial
banks (PCBs) namely, Sonali, Janata, Agrani and RHupali Banks at an
interest rate of 3.0 percent per annum. Since introduction of the Scheme
upto December 31, 1986 the PCBs reported disbursament of a total of
Tk. 15.80 crores for construction of 2,827 houses in the rural areas. As
against the refinance claims of Tk, 10.69 crores by the PCBs against
constructionof 1,826 houses, the Bangladesh Bank disbursed a8 sum of
Tk. 5.96 crores against construction of 1,035 houses. Claims for Tk, 4.57
crores extended against 763 houses were cancelled on account of
irregularities of the cases while that for Tk. 0.16 crore against 28 houses
were under consideration of the Bangiadash Bank upto the end of June,
1987,

8.11 House building loans were also provided by the Grameen Bank.
An amount of Tk. 1.88 crores for financing constructionof houses by its
members was disbursed by the bank during 1986-B7
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PUBLIC FINANCE

2.1 The budget for 1986-87 sought to achieve increased
maobilisation of domaestic resources attuned to augment investments and
domestic production while maintaining the necessary flow of imports
into the country. Fiscal incentives were provided in the budget for
increasaed investments theraby creating increased employment
oppartunities as well as for boosting up exports. Protections for healthy
growth of import substituting industries were given in the budget for
1986-87. Measures were taken for increasing the efficiency of tax
administration by simclification of rules and rationalisation of rates for
increasing the revenue collections. Various rates of allowances and
rebates onincome taxes were enhanced with a view to raising income
and thereby encouraging private savings and investments in the country,

9.2 The budget for 1986-87 envisaged total revenue receipts of Tk. 48.40
crores and total revenue expenditures of Tk, 3740 crores, with a revanue
surplus of Tk, 1100 crores. The budget estimates for the year were
subsequently revised, placing revenue raceqpfs lower by Tk, 123 crores to Tk
4717 crores while revenue expenditures higher by Tk, 216 crores to Tk. 3956
crores, yielding a smaller surplus of Tk. 761 crores.

9.3 The revised budget estimate for 1986-87 showed decling in
revanue receipts under the following heads : sales tax (-Tk. 108.85
crores to Tk. 550 crores), excise duties (-Tk. 90.85 crores to Tk. 300
crores), railway (-Tk 5490 crores to-Tk 104 crores), customs
duties {-Tk.48.15 crores to Tk. 1650 crores), other taxes (-Tk. 18.50
erores ta Tk, 13 crores) and other non-revenue receipts (~=Tk. 68.04 crores
ta Tk. 137 crores). The above decline in revenue was partly offset by
increased revenue receipts under dividends and profits trom public
financial institutions and non-financial public enterprises (+Tk, 104.23
eroras to Tk. 349 crores), genaral administration |+ Tk, 38. 78 crores o
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Tk, 99 crores) capital revenue receipts® (+ Tk, 27 60 crores to Tk, 589 crores),
intarest income {+ Tk, 20 crores to Tk, 200 crores), Stamp and registration
{+ Tk. 19.25 crores to Tk. 205 crores) and residual items (+ Th. 67.36
crores to Tk, 763 crores).

84 The mapr heads under which increased revenue expendituras were
showm in the revised budget for T986-87 were @ Socal and Cormmunity
Services {+ Tk. 96.14 crores to Tk. 337 crores), Defenca (+ Tk. 79.66 crores to
Tk. 739 crores), Education {+ Tk. 60,14 crores to Tk. 747 crores), Heatth and
Population Contrel {+ Tk, 3361 crores to Tk. 275 crores), General
Administration and Services {(+ Tk, 35.78 crores to Tk, 260 crores), Police and
BOR {+ Tk 2B.09 crores to Tk 289 crores), Interest on Foreign Debt  (+Thk
15.96 crores to Tk. 240 crores), Grants in Aid/Contributions(+ Tk. 13.46 crores
to Tk, 79 crores), Organs of Government {+ Tk 13.89 crores to Tk. 32 crores),
Agriculture and Allied Services [+ Tk 10.84 crores to Tk. 128 crores),
Industries and Mining {(+ Tk. 805 cares to Tk 20 crores), Secretanat
(+ Tk. 6.35 crores 1o Tk b5 crores), Foreign Affairs (4 Tk, 446 crores to Tk, 62
croresh and Other tems {4+ Tk, 15,29 crores to Tk 510 croras). These increases
were partly offset by declines in Unexpected Expenditures|(-Tk. 123.09 crores
to Tk. 2 crores), Subsidies (-Tk. 7050 crores to Tk. 69 crores) and Fiscal
Services [Tk 213 crores (o Te. 114 crores).

9.5 The size of the Annual Development Programma (ADP) for
1986-87, which was originally placed at Tk, 4,764 crores, was
subsequently revised downward by Tk, 250,62 crores to Tk, 4,513.38
crores. In the revised budget, 1otal foreign assistance for financing the
ADP was placed lower by Tk. 77.51 crores 1o Tk. 3701.49 crores. The
shortfall was due 10 lower recaipts of Tk. 2328.49 crores (-Tk. 185.51
crores) under project aid and Tk.1100.00 crores (-Tk. 235.00 crores)
under non-project assistance which was largely offset by the recaipt of
Tk. 160 crores as against the negative entry of Tk. 183 crores under the

* Reoaipts from disinvesied indusiries and sale of othar Govt, progarties
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head ‘Advance Expenditure/Receipts: Domestic financing tor the ADP
was also revised downward to Tk, 811.89 crores including the revenue
surplus of Tk. 761 ¢rores. net domestic capital of (-} Tk. 13.11 crores,
deficit of Tk, 136 crores in the food budget and extra-budgetary
resources of Tk. 200 crores

896 The budget estimates for 1987-88 placed revenue receipts at
Tk, 4915 croras and expenditures at Tk, 4481 crores, thus showing a revenue
surplus of Tk, 434 crores (including new taxes of Tk 371 crores). Of the total
revenue receipts, customs duties are estimated to viekd Tk 1,625 crores,
excise duties Tk. 996 crores, income tax Tk 635 crores, sales tax Tk. 540
crores, and stamps (Non-Judicial) Tk, 152 crores. The non-tax revenue
receipts melude © interest income Tk, 210 crores, dividend and profits from
public financial institutions Tk, 185.36 crores, general admimistration and
services Tk. 1561 crores, dividend and profits from nen-financial public
enterprizes Tk, 20 crores and agriculture and allied sernces Tk, 5852 crores.
Of the total revenue expenditures, education and defence account for Tk
T7562 crores and Tk 768.50 crores respectively, Other major heads of
axpanditures arg ! social and community services TE. 342 61 crores |, mierest
on foreign debt Tk, 298,79 crores, health and population control Tk, 2B2.05
crofes, unexpected expenditures Tk 253 crores, interest on domestic debt
Tk 218.83 crores, police Tk. 20 crores, genéral administration Th. 152.09
crores, agriculture and allied services Tk, 132.75 crores, general services Tk
12953 crores, fiscal serices Tk, 12513 crores. subsidies Tk, 119.29
crores.pensions and retirement benefits Tk. 10550 eroras, BDR T 9510
crores and foreigneaffairs Tk, 81.11 crores.

9.7 The size of the Annual Developmant Programme (ADP) for
1987-88 has been estimated at Tk, 5046 crores. This shows anincraase
of Tk, 532.62 crores or 11.8 percent over Tk, 4513.38 croras of the
revised ADP for 1986-87. Of the total outlay, Tk. B83.16 crores(17.6%)
has been allocated for Power, Tk, 559.53 crores (11.1%) for Water
Resources, Tk. 555.89 crores (11.0%) for Industries , Tk. 499.34 crores
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(9.9%) for Transport and Tk. 370 crores {7.3%) for Upazila infrastructure
and assistance to Upazila Parishads. Allocations for agriculture,
education and rehgion and selt-finance schemes of autonomeous bodies
wara Tk. 354 49 grores (7,.0%), Tk, 286.61 crores (6.7%) and Tk. 252, 34
crores {5.0%) respectively, The other heads of allocations are ; Oil, gas
and natural resources Tk. 232.77 ¢rores | 4.6%), physical planning, water
supply and housing 1k 213.60 crores (4.2%), rural development Tk. 181.40
crores (3.6%), population and family planning Tk. 175.35 crores (3.5%) An
amount of Tk, 481 52 crores (9.5%) has been aliocated for other sectors. The
Annual Development Programme for 1987-88 envisages a total foreign
assistance of Tk, 4,304 crores or 85.3 percent of the total outlay as against 82
paicent in the revised ADP for 1986-87

98 Some of the important fiscal measures of the budget for
1987-88 are as under :

Import Duties and Sales Tax
iy A mid-term revision of unified rate of 20 percent import duty
with 10 percent sales tax on B.P. sheet will remain in force
during 1987-88

il) Sales tax on G.P. and C.|. sheets has been reduced from 20
percent to 10 percent. The regulatory duty on G.P. sheat has
been withdrawn,

liili The import duty on M5 Strips has been reduced from 100
percant to 30 parcent while duty on M.5 rods has been reduced
to 50 percent. Duty on M.5. billets has been reduced from 50
percent to 30 percent with a new sales tax of 20 parcent.

iv) Duty on silicon sheet, high carbon steel and high speed steel has
been reduced from 50 percent to 20 percent and that on tin
sheets and stainless steel sheels from 50 pereant to 30 parcent.
Sales tax on high carbon steal and high speed steel has baen
reduced to 10 percent while that on silicen sheets has beenfully
exempled.

v) Sales tax on copper rods has been totally exempted and tax on
coppar wirgs has been raduced to 10 parcent. Duty on alectric

110



wi)

Wil

wiii)

motors, transformers and chokes has been reduced to 5O
percent. The import duty on electronic components and parts
imported in disconnected form has been reduced from different
high rates to a lower flat rate of 10 percent;

Import duty on aluminium sheets, plate and strips and brass
tubes and sheets has been reduced from 50 percent to 30
percent. The duty on glass sheets of 5 mm or more in thickness
has been reduced from 100 percent to 50 percent.

Various concessionary rates of import duty for import of
difterent categories of buses, mini-buses and autorikshaws
have been proposed while in some cases sales taxes have bean
totally exempied. The duty on spare parts of vehicles has bean
reduced from 100 percent to 50 percent and in some cases to 20
percent, The duty and sales tax on tyres and tubes have bean
reduced from 50 percent and 20 parcent 1o 20 percent and 10
percent respectively. However, the existing concession on
taxicab has been withdrawn, Duty on retrigerated van has bean
reduced to 10 percent with total exemption of sales 1ax

The regulatory duty on yarn ang sewing thread has been
withdrawn. The duly rates on stretch nylon yarn and meatalized
zari have been reduced from 50 percent and 100 percent to 20
percent and 50 percent respectively. The duty on woollen fabrics
has been reduced from 150 percent to 100 percent. A duty of 50
percent has been imposed on jersy and track suits.

Import duty on acetate tow has been proposed to be reduced
from the existing rate of 50 percent while sales tax on lextile
dyes has been reduced from 20 percent to 10 percent.

Import duty and sales tax an raw rubber and PVC resin powder
have been reduced to 20 percent and 10 percent respectively,
while the duty on thermaoplastic moulding compound, refined
clay, etc. has been reduced 1o 20 parcant. Imporl duty.on duples
boards and plastc tubes, pipes and rods has been reduced  from 100
percent to 50 percent.
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Import duty on unbreakable glass and oven proof glass has been
reduced from 150 percent to 50 percent. Regulatory duty on
tyres and tubes of bicycles and cycle rickshaws has been
withdrawn. The duty on paints and varmishes has been reduced
trom 150 percent to 100 percent. Impart duty on pulp and waste
paper has been revised upward to 30 percent.

Customs duties and sales taxes have bean exemptad onimports
of beverage concentrates, rayon pulp and other raw materials by
Karnafully Rayon Complex, Concessional import duty with sales
tax examptions have also been allowed in respect of certain
gther importable basic chemicals.

Import duty on timber has been reduced from 150 percent to 30
percent while that on facsimile machines and polishing stones
from 100 percent to 50 percent.

Import duty on shadowless operation lamps and other
electro-medical apparatus has been reduced to 20 percent with
full exemption of sales tax.

The duty on powdered milk imparied in bags has baan anhanced
from 10 percent to 20 percent. The regulatory duty on powdered
milk in tin comtaimer has also bean increased from 2.5 percent 1o b
percent and sales ax of 10 percent has been imposed on condensed
and othar milk.

Excise Duty :

Excise duties on wires and cables have been unified and fixed at
10 percent, while that on nuts, bolts and screws have been
exempted,

Excise duty of 10 percent has been imposad on refrigerators, air
coolers and water heaters.

Excise duty on tea, machine made fabrics, T.V., drycell batteries,
electric bulbs, fluorescent tubes has been increased. The tariff
value of sugar has also been increased,
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Price of gas supplied for generation of electricity, production of
fertilizers and for commercial use has been raised by 30 percent
and that for domestic use by 25 parcent.

Direct Taxes :

Exemption limit of income taxes in respect of individual class of
assessess has been raised from Tk, 30,000 to Tk. 36,000,
while that limit for compulsory submission of statement of
assets, liabilities and expenses from Tk. 80,000 1o
Tk. 1,00,000. The deprecialion allowances for motor vehicles
used for business and profession has been raised from
Tk. 2,680,000 to Tk. 3,00,000.

The exemption imit for transfer of non-agricultural property
valued upto Tk, 1,00,000 has been withdrawn

Income tax has been exempled for all dividends in respect of
shareholders other than companies,

Income taxes of the companias have been reduced by & percent

Other Taxes :

The exemption of foraign travel taxes enjoyed by some salected
group of Bangladeshi passengers has been withdrawn.

The rates of land development tax have been proposed to be
increased. The existing 6 slabs of holdings will be reduced to 4
slabs and the minimum tax on agricultural land will be raised
from Tk. 1.00 to Tk. 2.00 per holding

Railway fares have been increased by 10 percent for second and
third classes.

Foreign postal rates and internal fees as well as the postal rates
for certain domestic mails have been proposed to be increased,
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vl Admission fees for indoor and outdeor patients for Medical
College Hospitals and Specialised Hospitals have been
introduced. Chargas for bad and cabin in Government Hospitals,
as wall as |levy on private clinics have been proposed to ba
raised.

vi} Tution fees for Governmeant educational institutions have bean
raised to yvield an additional amount of Tk, 3 crores annually.

2.9 The outstanding balance against "Two-Year Special Treasury
Bond" with reissue of Tk. 60 crores during 1985-86 stood at Tk. 61.38
crores as on June 30, 1987 as compared to Tk. 73.88 crores as on June
30, 1986

910 Theoutstanding amountagainst the 11 percent Governmeant of
Bangladesh loan 1992 flioated in October, 1982 remained at the last
year's end level of Tk. 63.75 crores as on Juna 30, 1987,

911 The outstanding balance of Non-Banking Treasury Bills @ 9.0
percent discount stood at Tk, 16.08 crores as on June 30, 1987 as
against Tk. 0.8B crore as on June 30, 1986.

912 The Government put on sale "National Bond for Non-Bank
Investors' from December 1, 1985 which remained open for sale upio
September 15, 1986. The total value of Bonds sold stood at Tk. 162.80
crores as on June 30, 1987 against Tk. 148.60 crores as on June 30,
1986.

8913 The outstanding amount of the revalidated 5.0 percent Incoma
Tax Bonds of the erstwhile Pakistan Government held by Bangladeshi
nationals and institutions remained unchanged at Tk. 0.76 crore as on
June 30, 1987.

914 The amount of G.P, Notes/Stocks Certificates and 5.0 percent
Defence Bonds of the erstwhile Pakistan Government and its Provincial
Governmeants held by Bangladeshi nationals and institutions, habilities

114



Bangladesh
Savings
Certificates
and
Bangladesh
Sanchava
Patras

Pratirakha
Sanchaya
Patras

of which have been accepted by the Governmeant of Bangladesh but
awaiting redemption remained unchanged at Tk. 2.80 croresason June
30, 1887.

815 Theamountof 5.0 percent Non-Negotiable Bonds issued by the
Government of Bangladesh to the share-holders of nationalised
industries as compensation stood at Tk, 13,59 crores as on June 30,
1987 as against Tk. 13.19 crores as on June 30, 1986. As against the
total bonds issued, an amount of Tk. 13.21 crores has besn paid as

maturity value leaving an outstanding balance of Tk. 0.38 crore as on
June 30, 1987,

916 The amount of 8.0 percent Savings Bond issued by the
Government of Bangladesh against 100 Taka demonitised Notes stood at
Tk. 1.B7 crores as on June 30, 1987 as against Tk. 1.86 crores as on
June 30, 1986, Out of this, payment of maturity value has been made for
a total of Tk. 1.73 crores, leaving an outstanding balance of Tk. 0.14
erore ason June 30, 1987.

917 The amount of Wage Earners’ Development Bonds sold by
differant banks stood at Tk. 55.10 ¢rores as on June 30, 1887 as against
Tk. 2950 crores as on June 30, 1986, Out of thesea, paymant of
surrender value has been made for a total of Tk. 4.69 crores, leaving a
balance of Tk. 50.41 crores as on June 30, 1987,

918 The net encashment of both Bangladesh Savings Certiflicates
and Bangladesh Sanchaya Patras through the banking sector stood at
Tk. 18.49 crores as on June 30, 1987 as against Tk, 18.29 crores ason
June 30, 1986. The sale of above Savings Certificates and Sanchaya
Pairas was discontinued from December, 1977,

9.19 The net sale of Pratirakha Shanchaya Patrasthrough the
banking sector amounted to Tk. 276.84 crores as on June 30, 1987 as
againsiTk.238.19croresas on June 30,1986 Sale and encashment of
Pratirakha Sanchaya Patras by the banking sector during the year under
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report wera Tk. 4894 crores and Tk. 10.50 crores respectively. The net
sale of Pratirakha Sanchaya Patras through Post Offices stood at
i~} Tk. 1.02 crores during 1986-87 as compared to - Tk. 3.83 crores

during 1985-86.

9.20 The net sale of Bonus Sanchaya Patras through the banking
gector amounted to Tk, 1927 crores as on June 30, 1987 against
Tk. 1641 crores as on June 30, 1986, Sale and encashmeant of Bonus
Sanchaya Patras during 1986-87 were Tk. 6.03 crores and Tk, 3.17
crores respectively, The net sale of Bonus Sanchaya Patras through Post
Otficas stood at Tk. 0.71 crore during 1986-87 as against Tk. 0.50 crore
during 1385-8B6.

921 The net sale of 5-Year Bangladesh Sanchaya Patras through
the banking sector amounted to Tk.24.86 crores as on June 30, 1987 as
against Tk. 15.79 crores as on June 30, 1986, Sales and encashment of
E-Year Bangladesh Sanchaya Patrasduring the yearunder report were
Tk, 10.18 crores and Tk. 1.11 crores respectively, The net sale of
5-Year Bangladesh Sanchaya Patras through Post Dffices stood at
Tk. 2.62 crores during 1986-87 as against Tk. 1.18 croras during the
Previous year

822 The progressive net sale of 10-Taka Bangladesh Prize Bonds
amounted to Tk, 14,73 crores as on June 30, 1987 as compared to
Tk, 14,397 crores as on June 30, 1986. Filty one series of Prize Bonds
weara pul on sale upto June 30, 1987. The progressive net sale of
&0-Taka Prize Bonds introduced from October 30, 1985 amounted 1o
Tk. 16.90 crores as on June 30, 1987, Eight Series of the Bonds were
put on sale upto June 30, 1987, Bi-monthly prize draws are hald for both
the Bonds in alternate months under the single common draw systam.

823 The sale of Prize Bonds and Sanchaya Patras to Bangladeshi
Wage Earners in the UAE and the UK. remained the same in 1986-87
at tha previous year's level of Tk 0.43 crore and Tk, 0.01 crore
respectively.

R = Bewised
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INTERNATIONAL ECONOMIC COOPERATION
AND INVESTMENT PROMOTION

10.1  In an environment of decelerating world output growth and
intensification of protectionist pressures leading to reduced aid flows to
the developing countrias, spacially to the least developed countries, tha
role of international economic cooperation in promoting and
accelerating the pace of economic development assumed greater
importance during 1986-87. Bangladesh played an importart role
through active participation in a8 number of international
meetings/conferences during 1986-87 and uphoiding the issues and
interesis of the developing countries,

10.2 The Commonwealth Finance Ministers® Meeting was held in
Castries, the capital of 5t. Lucia on September 23-25, 1986, The
Bangladesh delegation circulated papers on : (i) Adjustmeant Measures
and Resource Flows; and ({ i) Commodity Prices in connection with the
Meating’s main agenda “Current World Economic Situation and
Problems including the IMF and the World Bank Questions”™.

10.2 The Commonwealth Senior Officials” Meating was hald in Dhaka
from December 3-5, 1986, The meeting, inter-alia, discussed matters
relating to increasing Commonwealth cooperation in different fields,
specially, through the Commuonwealth Fund for Technical Cooperation
(CFTC). A new subject of cooperation on which the Senior Officials’
discussion was focussed on therole of women in development. Twao
néw Projects, namely (I} Television Exchange Programme among
Commonwealth Member States, and [ii} Establishment of a
Commonwealth Open University were discussed in the meating, Tha
meating also decided to designate 1987 as the international year of
action for shelter of the homeless.
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104 The IMF-Woaorld Bank Annual Meetings of 1986 in Washington
D.C. were held from September 25-October 3, 1986. The leader of the
Bangladesh delegation highlighted policy options on the main issues
confronting world economic developmeant m general and promotion of
growth in the developing and the least developed countrigs in particular,
in the light of past experiences and future aspirations, Pointing to thea
current world economic situation as characterised by grave paymeant
imbalances, and negative resource transfers, Bangladesh delegation
highlighted the need for enhancing the role of the IMF and the World
Bank for reviving international capital flows of all kinds and 1o adopt
appropriate allocation criteria in terms. of UN classification. The need
for a substantial increase in the volume of ODA rather than for its mere.
redirection was also emphasised. The delegation alsobrought into focus
the following issues relating to long-term capital mflows | (i
maintenance of basic character of the IDA as a source of concessional
flows ; [ii) early implementation of General Capital Increase of the Bank;
{itl) supporting the Structural Adjustmeant Facility with less
conditionality; (v} diversification of the IFC programme o pramote
private investment in poorer countries; and {v) manipulating allocation
and post allocation of SDRs so as to improve the supply and distribution
of imernational hiquidity.

10.5 The thirty third session of the Trade and Development Board (TDB)
of tha UNCTAD was held in Geneva during September 1-12 and October
3, 1986. The Board had three major items on its agenda : (a) an
assessment of the interdependence of trade, development finance and
the international monetary system, including debt and developrnant
problems of developing countries; (b) a review of protectionism,
structural adjustment and the pattern of international trade; and () the
guestion of agenda, organisation, venue and duration of tha UNCTAD-VIL
The spokesman for the Group of 77 stated that the deflationary policies of
the major market-economies with the concomitant vices of depressed
demand and commaodity prices in recent years had severely hampered
the adjustment efforts undertaken by the. developing countries in
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siepping up savings and investments, and to increase the
competitiveness of their industries. The spokesman upheld that the
craditor countries could contribute more effectively to the solution of the
debt crisis by lowering interest rates, granting liberal grace and
repayment periods on existing debt, increasing the ODA flows, raising
commaodity prices, and eliminating protectionist measures and subsidies
curbing the flow of international trade. The Bangladesh represantative
expressed concern about the latk of progress in the establishment of a
complemeantary facility to compensate for shortfalls in commodity export
Barnings.

10.6 The Sixth Ministerial Level Meeting of the Asian Group of 77 was
held in Dhaka from 14-16 March, 1987, The Meeting discussed issues
ralating to resources for development, commaodity prices, international
trade and problems of the Least Developed Countries (LDCs). The
meeting also called for concerted efforts by the developed and
developing countries as partnars in pm'gmss to reconstruct internationat
aconomic relations based on equity, harmony and univerzality. The
delegares made a sirong appeal to all concerned in the fnrlhmminﬁ
LINCTAD-VIl scheduled in Geneva in July, 18987 for demonstrating
‘genuine political will” to launch a constructive dialogue to overcoma the
world economic crisis and to revitalise development and growth,
particularly of the developing countries. The Dhaka Declaration which
was adopted on the last day of the session highlighted the
interdependence of countries and interlinkages of izsues and problems.
NMuminating the Asian perspective of the present world economic crisis,
the Declaration prescribed the possible policies and measures for its
solution, while expressing its serious concern over the continuing and
increasing erosion of multilateralism and its substitution by bilateral
arrangemeants, the Declaration uneguivocally upheld the ‘'multipolarity’
nature of the world economy.

10.7  The forty-third Session of the Economic and Social Commission
for Asia and the Pacific (ESCAP) was hald in Banghkok from April 21-30.
1987. The participants made a thorough review and appraisal of the
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developments in the ESCAP region, including implementation of the
Intarnational Development Strategies (IDS) and tha Substantial New
Programme of Action(SNPA) of the 1980s for the LDCs.

10.8 The Sixth Ministerial Maeting of the Group of 77 which was held
it Havana from April 20-25, 1987 called for establishmeant of a new
international economic system based on the principles of equity and
justice as well as on sovereign right of states. The Declaration
characterized the 1980s as the "lost decade of development’ as the
world economy swings downwards and the developing countries suffer
mounting debt burden and steep fall in commodity prices.

10.8 The Sevanth Meeting of Governors of t}le Central Banks and
Monatary Authorities of the QIC Member States was held in lstambul,
Republic of Turkey, on 30-31 March, 1887, The Economic Adviser,
Bangladesh Bank attended the meeting on behalf of the Governor,
Bangladesh Bank and the outgoing Chairman of the Sixth Meeting ol
Governors, which was held in Dhaka in February, 1985. The meeting
examined the report prepared by the IDB on promaotion of financial
markets in member countries and developmeant of financial instruments
and mechanism conforming to Islamic principles. The meeting also
considered the reports of the IDB on Export Credit Guarantes Scheme
and Multilateral Islamic Clearing Union. The Governors commended the
Report of the Expart Level Meating on Islamic Banking held in Dhaka in
May, 1986 and felt that the Central Banks and Monetary Authorities
should take appropriate action for promaotion, consolidation, control and
regulation of Islamic banks according to their individual circumstances,

10.10 The 16th SEANZA (South East Asia, New Zealand and Australia)
Central Banking Course was held in Dhaka during October 13 to
December 18, 1986. The course was attended by 28 participants and 6
directing staff from 20 countries including Bangladesh. Thirty-three
Yisiting Spacialists both from Bangladesh and abroad delivered lectures
on different subjects. The main purpose of the Course, amang other
things, was to provide an opportunity to the middle and senior lavel
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officials of central banks with potential to exchange their axperiancea,
gxpertise, ideas and interact among themselves and with highly qualified
and highly regarded Visiting Specialists and thereby, improve their
professional capability, breadth of vision and responsiveness in the fast
maoving national and international financial and banking environment.
As 8 component of the Course, the SEANZA Central Bank Governaors'
Symposia was held during December 15-17, 1986. The Governor of the
Bangladesh Bank inaugurated the Symposia. Governors of the Central
Banks of Australia, Bangladesh, Indonesia, india, Japan, Koraa,
Malaysia, Mepal, Mew Zealand, Pakistan, Papua New Guinaa, Philippines
and Sri Lanka and other senior executives from Central Banks of other
SEANZA countries participated in the Symposia, Differant issuas and
problams of central banks and itz relationship with various agencies
were highlighted in the Symposia.

10.11  An “Investors’ Forum -1987" was organised in Dhaka from
January 19-22, 1987 by the Government of the People’s Republic of
Bangladesh in collaboration with the United Nations Industrial
Development Organisation (UNIDO) and the United Mations
Development Programme{UNDP} for promaotion of forgign investmantsin
profitable projects in Bangladesh. About 183 foreign participants
represonting 169 foreign companies based in 30 countries and 450 local
sponsors joined in the Forum. Besides 37 observers from different
international organisations and bodies also attended the Forum. Outof a
total of 1356 projact profiles placed before tha Forum, the local sponsors
and foreign participants signed Memorandum of Understanding (MOLU)
in respect of 51 projects for jpint investmants. Fortyfive additional MOUs
were signed between local sponsors and foreign invastors by the end of
June , 1987

10.12 The Chittagong Export Processing Zone (CEPZ) has been
expanded further during 1986-87, Till the end of June, 1987, 34
industrial units which include garments, jute and specialized 1extiles,
electronics, engineering, chemicals, leather products and service
industries have bean sanctioned by the BEPZA with total investiment of
US % 26.17 million.
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BALANCE OF TRADE AND PAYMENTS

11.1  The balance of trade (visible exports |less visible imports) of tha
country recorded deterioration during 13B6-87. The daficit in the trade
balance which had stood at $ 1*_455 million or Tk. 4348.5 crores in
1885-86 increased to & 1600 million or Tk. 4961.47 crores in 1986-87
showing a deterioration of $ 165 million. This was dua mainly to larger
import payments of $ 2620 million during tha year which was 10.8
percent higher than $ 2364 million in 1985-86. In Taka terms. import
paymenis stood 13.6 percent higher at Tk. BO26.0 crores during
1986-87 as compared to Tk. 7065.1 crores in the preceding year, Export
raceipts at $ 1000 million in 1986-87 was 3 91 million or 10.0 parcent
higher than % 8909 million in 1986-86 . In Taka terms, export receipts
stood 12.8 percent higher at Tk. 3064 .3 crores in 1986-87 as comparad
1o Tk. 2716.6 crores in the preceding year,

11.2 During 1986-87, imports financed by Cash (including POL
imports), Barter and Special Trade, Wage Earners’ Scheme,
Loans/Credits and Grants amounted to Tk. 1122.4 crores {14.1%),
Tk, 325.8 crores (4.1%), Tk, 2692.5 crores {33.5%), Tk. 1973.7 crores
(24.6%) and Tk. 1911.6 crores (23.8%) respectively. Long-term
loans/credit received from foreign governments./institutions, elc. were
utilised for import under non-food project (Tk, 1745.0 crores) and
non-food non-project (Tk, 228.7 crores). Food and non-food imports
under grants during 1986-87 stood at Tk. 690.4 crores and Tk, 1221.2
crores respectively. Import payments under major heads during
1985-86 and 1986-87 are shown in Table 11.1
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TABLE 111
MERCHANDISE IMPORTS (PAYMENTS)*

1885-86 1986-87

Comimodity Million Million

Crore Tk US % |Crore Tk, us %

1. Foodgrains G656.0 220 B33 272

al Rice {24 .5} 8y (150.1) (49}

b} Wheat (6.31.5) {212}y (6830} {223)

2. Edible oil & oil seeds 3540 118 188 104
3. Petroleum crude and

petroleum products 8643 323 G16.9 201

4, Cotton 106.3 35 a42.4 27

B, Textile varn 145.6 49 1157 38

6, Fertilizars 3065 103 478 16

7. Chemicals d24 B 142 A47 6 146

8. Cement 167.7 ] 177.4 5B

9. Capual goods and othergocessorias 2066 2 6971 30707 1003

10, Others 18747 G627 23156 755

Total Impaorts (CRF) F0656.1 2364 BO26.0 2620

* Figures relale o Statistics Depariment. Banglodesh Bank,

11.3 Receipts from exports at Tk. 3064.3 croras during 1986-87 was
Tk. 347.7 crores higher than Tk. 2718.6 crores during 1985-86. In dollar
terms, the receipts increased by § 91 million or 10.0% ta $ 1000 million
during 1986-87 . The higher export receipts during the year 1986-87
was attributable mainly 1o enhanced earnings from readymade
garmants and leather. While the earnings from readymade garments
increased by Tk. 347.1 crores ($ 110 milllon) or 78,2 percent to
Tk, 791.0 crores during 1386-87 the same from leather went up by
Tk. 85.6 crores or 38.3 percent to Tk. 345.5 crores during the same
pariod. Export sarnings from raw jute and jute goods during the year
steod at Tk, 297.7 crores and Tk. 806.5 crores respectively. These two
sectors accounted for about 39.3 parcent of the total export earnings du-
ring the year 1986-87. Receipts under the major heads during 1985-86
and-19868-B7 are shown in Table 11.2.
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TABLE 11.2
MERCHANDISE EXPORTS (RECEIPTS)®

1985-86 1986-87
ey Crore Tk, Mﬂlén: ICmrE T lellg}:
1. Haw Jute 3525 118 2977 a7
2. Jute Goods 1014.0 330 806.5 296
3. Tea 1038 35 89.2 29
4, Leathar 2409 B4 2455 113
5. Fish, Shrimps and

Frog Legs 382.4 128 4436 145
6. Naphtha, Furnace Oil

and Bitumen 4E.4 16 283 10
7. Readymade Garments 44389 148 731.0 268
8. Others 1217 41 161.5 52
Total Exports {fob) 2716.8 809 3064.3 1000

* Fugures relato to Statsnoes Department, Bangladesh Bank:

11.4  The deficit in Serwvices Account (e, imvisible receipts less
invisible payment) during 1986-87 increased to Tk. 463.4 crores from
Tk.374.0 crores during 1985-86. The increasa in deficit on the Services
Account during 1986-87 occurred mainly due to lower receipts under
“Traval™ and increased payments under the heads 'Other
Transportation” and “"Other Services and Incoma’

11.5 The country's overall balance of payments showed a larger
surplus-of Tk. 291.0 crores ($ 95 million)during 1986-87 as compared to
a surplus of Tk. 1379 cores (§ 46 million) during 1985-86, The
impravament in the overall balance was due mainly to larger receipls
under private unrequited transfers and increased inflow under capital
account. Receipts under unrequited transfers increased from Tk, 3208 .3
crores in 1985-86 to Tk. 4022.4 crores in 1986-87 of which nef receipts
under official transfers and private transfers stood at Tk.2032 4 crores
{664 million} and Tk. 1990.0 crores ($ 649 million) respectively during
1986-87. Net capital inflow during the year increased to Tk, 1830.8
crores ($ 598 million) from Tk, 1635.6 crores {$ 548 million ) during
1985-86.
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11,6 Remittances from Bangladeshi workers abroad, specially in the
Middle East, is one of the major sources of foreign exchange earnings of
the country providing substantial support to balance of paymeants. New
employment for Bangladesh nationals in foreign countries declined
significantly during calendar year 1986. Total number of Bangladesh
nationals leaving on employment abroad declined 1o 68,658 in 1986
from 77.694 in 1985 Compared to calendar year 1886, the
proportionate overseas employment during the half-year
January = June, 1987 also stood lower at 31,334 Wage earners’
ramittances, however, increased during the period. Table 11.3 shows
naw amployment of Bangladesh nationals abroad alongwith
corresponding remittances for the period from 1976 to 1987

TABLE 11.3
YEAR-WISE NEW EMPLOYMENT ABROAD OF BANGLADESH

NATIONALS FROM 1976 TO JUNE 1987

{Amount in crore TE.)

Type Remitia-
Period feas
[Calandar Profi- Sami- Lin- Toral of Wage
Year] ssional Skilled | gyijied | Skilled | Mumber | Earners
Abroad

1976 1o 1980
(5 years) 11,268 35,626 6111 46,676 99679 1,084 .98
1981 3892 22431 2,449 27015 B57B7 62077
18982 3.898 20,611 3272 349817 B2762 1.13624
1983 1.822 18,933 5,098 33,361 59220 156837
:::: 2,!?#2 17,183 5,484 31445 BBEIR4 176818
. 2,568 28,225 7.823 39078 77694 1.416 70

2,210 20,862 9687 308R9 GE 658 1,752.86
1887
(Upto June) a86 8,988 4208 16162 31334 121678
Grand
Total: 29,284 1,78.8B65 44142 2,59,5975,11.888 10,064.87

Sourea ; (1) Bureau of Manpowsers, Employmont and Traming, Dhoka; and
(2] Exchangs Control Department. Bangladesh Bank
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11.7 The conwvertible foreign exchange reserves: hald by the
Bangladesh Bank{including reserves with the IMF) increased from $ 476
million at the end of June, 198610 $ 715 million at the and of June, 1987

11.8 The commodityas wall as the income terms of trade improved by
15,1 percent and 36.3 percent respectively during 1986-B7. The
commodity terms of trade improved during the year due to a substantial
decling in the import price index{-19,1%] although some decline {-6.9%)
in the export price index partly neutralised it. Thé improvement in income
terms of trade occurred due partly to the gain in commedity teérms of trade
and partly to an increase in export volume [+ 17.6%) during the year. The
commaodity terms of trade shows the ratio of export prices to import
prices while the income terms of trade measures change in income
earnad from exporis through change in commodity terms of trade. The
trend in both commaodity and income terms of trade of Bangladesh since
1880-81 is shown in Table 11.4

TABLE 11.4
COMMODITY AND INCOME TERMS OF TRADE OF

BANGLADESH
(BASE 1975-76 - 100

Expaort Import Commadity Export Income
Period Price Price Terms of Volumas Terms of

Index Index Trade Index Trade
1880-81 174,594 166.08 106.36 104.81 110.53
1881-82 167,66 184.74 BE6.09 11583 98,72
1982-83 204,51 208.71 8542 131.63 13077
1983-54 253.27 210.82 12014 12766 163.37
1884-856 253.65 201.31 175.67 106.21 1B6.53
1985-86 278.90 20612 135,79 13161 178.72

1986-B7* 26046 166.68 166,26 164,76 241.84

* Figures refating to 1988-87 are prossional
Souwrce | Planning Commassan,
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FOREIGN AID

121 Foreign aid commitments to Bangladesh during 1986-87
amounted to $ 1,603 million which was 3.5 percent lower as compared to
$ 1,662 million in 1985-86. Total commitment of foreign aid since
independence till the end of June, 1987 stood at & 20,996 million of
which & 8777 million or 46.6 percent represented grants. Total
disbursement of aid since independence till June, 1987  stood at
$ 15,606 million or 74.3 percent of tetal commitment, Of tha total
disbursament, $ 7,769 million or 49.8 percent represanted loans and the
remaining amount of § 7,837 million was grant. Total outstanding
external debt as on June 30, 1987 stood at $§ 6,918 million as compared
with # 6,140 million at the end of June, 1986

12.2 Disbursement of foreign aid during 1986-87 was $ 1,685 million
which was 22.1 percent higher than the level of $ 1,308 million n
1985-86. Food aid at ¥ 225 million during 1386-87 was 10.8 percent
higher than $ 203 million in tha preceding year. An amount of % 403
million was disbursed as commoedity aid during the year which was 2.5
percent higher than $ 393 million in 19856-86. Disbursement of project
aid at % 967 million in 1986-87 was 36.2 percent higher than the
pravious year's leval of % 710 million. The disbursement of foreign aid
during 1986-87 alongwith the comparative figures of previous vears are
shown in Table 121

TABLE 121
DISBURSEMENT OF FOREIGN AID

iMillion LS. Dollar)

okl !’laé'f-‘ﬂﬁ| T963-84 | 19%5 [ 108506 | 1986-87
Faod Aud 255 277 244 203 235
Commodity Aid 452 439 432 393 403
Project Aid 470 552 591 710 567
Taotal ; 1,177 1,268 1.267 1.306 1,595
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123 The figures in Table 121 refer to gross foreign aid disb-
ursaments. The repayment of foreign aid (excluding repurchases in
respect of drawings from the IMF) made by Bangladesh during 1986-87
was placed at $ 154 million. This was in addition to the interest payment
of & 108 million during the year. Thus, the net inflow of Toreign aid into
the country during 1986-87 which amounted to $ 1,332 million, was
higher than % 1,122 million during 1985-86.
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TRANSACTIONS WITH THE IMF

13.1 During 1986-87, Bangladesh entered into an arrangement with
the IMF under the Structural Adjustment Facility {SAF) for an amount of
SDR 135.1 million{ 47.0% of our present Quota) to be disbursed in three
instalments over a three-year period anding June 30, 1989, The access
under the SAF has subsequently been enhanced to SDR 182.6 million
(63.6% of Quota). The present Quota of Bangladesh is SDR 287 .5 million,
Under the arrangement, Bangladesh purchased SDR 57.560 million as
first instalment during the year under report. In addition, Bangladash
also purchased SDR 88.20 million under the Compensatory Financing
Facility and a total of SDR 96 million in four instalments under the
Stand-by Arrangement of 18985. Thus, during 1986-87 Bangladaesh
purchased a total of SDR 242 40 million from the Fund.

13.2 During 1986-87, Bangladesh repurchased a total of SDR 138.51
million under various facilities of the Fund. The detailed position of
Bangladesh's transactions with the Fund during the yvear undar raport 5
given in Table 13.1.

13.3 As aresult of the transactions shown in Table 13.1 Bangladesh's
outstanding liability to the Fund stood higher at SDR 564,63 million,
equivalent to 3 721.61 million at the end of June, 1987 as against SDR
460.74 million equivalent to $ 542 .65 million at the end of June, 1986.

13.4 During 1986-87 Bangladesh paid SDR 31.46 million as charges
to the IMF.
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TABLE 131
TRANSACTIONS WITH THE IMF

|Million SDR|

) Drrawings | Qutstan- | Purchase | Repurch- |Dutstand-
Facilities Purchase ding an during fase during ing on
30.6.86 | 1986-87| 1986-87 | 30687

1, Compensatory Financing

Fecility of Febwuary, 1982 36.20 13.85 - 13.85 —
2. Supplementary Financ-

ing Facility of 1980 11000 47 87 — 2760 2037
3. Extended Furnd

Facility of 1980 110,00 BG6.91 - 1834 GB.57
4 CFF-LCersal Faci-

fity of August, 1882 7120 3r 43 — 25.96 647
b Srand-ly Arrangs-

mant of March, 1983 68.40 65.65 - 28.50 37.05
6. Trust Fund of

1877-81 121.79 75.18 - 2438 GOHZ
¥, CFF-Cereal Facilipy:

of April, 188G E4.85 b4.95 — G4 85
B. Stand-by Arrange-

ment of Decermber, 1985 1H0.00 B4.00 9E.00 —_ 180.00

8. Compansatory Finang-
Img Facility of Fabru-

ary, 1887 B&.490 - Ba.a0 — 88:80
18, Swruciural Adjust-

meant Facility of 1987 57.60 —_ 5750 - H7.50

- Total ; — 480.74 24240 13851 68463

140



CHAPTER XIV

TRADE POLICY



Export
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and Target

TRADE POLICY

14.1 Trade policy for 1986-87 continued o be aimed at achieving the
twin objectives of maximising the country’s foreign exchange earnings
and to utilise the same in financing imports of goods and services,
keeping in view the imperative neesd to reduce the advarse currant
account balance. Accordingly, emphasis was placed on diversification
and expansion of exports as well as improvement of bilateral trade
relations with other countries. The axport target for the year was fixed at
Tk. 3150.00 crores ($ 1 billion), indicating an increasa of 18.64 percent
over the target of Tk, 2655 crores (& 965 45 million}in the preceding year
Total value® of exporisat Tk. 3225 66 crores during 1986-87 exceeded
the target by 2.4 percent due mainly ta increased earnings from leather,
frozen food and readymade garments., The export price index was
estimated to have declined by 6.9 percent while the export valume index
denoted an increase of 17.6 percent during the year,

14.2 In lime with the owverall policy of making all out efforts for
maximising foreign exchange earnings through increased exports the
following specific measures were taken in the export policy for 1886-87
to broaden the country's export base :

{i) to earmark the frozen food sector as the “Thrust Sector™ for
1986-87,
{ii) toestablish Export Houses in both public and private sectors and
devise a package of incantives for these Houses;
{iii) to exempt overdue interest on bank finance if exports were
effected under irrevocable and confirmed Letters of Credit on
the basis of sight paymant;

i Source | Export Promatson Bureau,
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{iv] to set up & High Level Committee with the Governor of the
Bangladesh Bank as its chairman to review the existing
condition and suggest, wherever necessary, appropriate
measures for ensuring smooth flow of export credit;

(vi to provide working capital finance to the finished leather and
leather goods industrias at an interest rate of 9 percent per
Bnnum;

(vi) 1o make obligatory for the Development Financing Institutions
(DFls} to provide highest priority to the export sector in matters of
investment lpans earmarking at least 80 percent of their
financial resources for new as weall as BMRE projects;

{vii] 1o provide concessiomary rate of interest on working capital
finance to industries set up in the Export Processing Zone (EPZ)
under 100 percent local investmeant;

{wiii] to include some new non-traditional items under 100 percent
Export Parformance Benefit (XPB) entitlament;

{ix}) to allow the export.orientad industries to import raw materials
under banned/negativa |ist against export order under bank
guarantee on certification by the Export Promaotion Bureau
{EPB);

[x) 1o encourage backward integration by allowing enhanced XFPB
entittement of 100 percent in the case of readymade
garmeants/hosiary goods/silk products/specialised textiles
manufactured by local fabrics and reducing the same to 40
percent for those having used imported fabrics; and

(xi) tointroduce a Shrimp Culture Insurance Scheme to encourage
scientific culture of shrimp.

14.2 Total value of exports at Tk, 3225.66 crores during 1986-87 was
32.7 porcent higher than Tk, 2431.40 crores during 1985-86. Of the
Export total exports, jute and jute goods accounted for Tk. 301.73 crores (9.4%)
Earnings and Tk. 914.49 crores (28 4%) during 1986-87 as against exports worth
Tk. 367.70 crores (15.1%) and Tk, B65.92 crores (25.6%) respactively |
during 1985-86, The value of tea exports stood lower at Tk. 90.13 crores
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Import
Palicy

during 1986-87 as compared with Tk. 97.31 crores in the praceding
year. Earmings from frozen food and tanned and semi-tanned leather
stood substantially higher at Tk. 406.70 crores and Tk. 409,70 crores
respectively during the year as compared to Tk.335 87 crores and
Tk.180.24 crores respectively during 1985.86. Earnings from exports of
readymade garments also picked up substantially fraom Tk. 392 .35 crores
in 19B5-86 to Tk. 93710.82 croras during 1986-87. The value of other
itams of exports totalled Tk, 192.09 crores during 1986-87 as compared
to Tk, 192.01 crores during the preceding year,

14.4 The Import Policy for 1886-B7 envisaged a total allocation of
Tk, 5534 00 crares whichwas 198 parcant higher than the allocation of
Tk. 4620.00 crores for 1985-B6, Of the total allocation, Tk. 3684 82
crores (BB 6% was 1o come from the Secondary Exchange Market
Tk.1504.12 crores [27.2%) from Commaodity Assistance and Tk 3165.00
crores (5. 7%} from Barter and Counter Trade. Besides, the Government
had a resarved cash allocation of Tk, 30.00 crores ((.6% ) which was to be
utilised as and when required

14.86 The main features of the Import Policy for 1986-B7 weara

(i to reduca the list of banned and conditional import items by
aliminating nearly 140 items,

{ii} to make provision for import of some items with special
permission from the CCl & E which are essential but not listed in
the Industrial Pass book;

(i} to make provision for import of some essential items by the
.export-oriented industries with special permission from the
CCI&E and the Export Promaotion Bureau which were garlier in
the banned/conditional Lst;

fiw) to discontinue the import permit system  applicable 1o
export-oriented industries under the bonded warehouse
arrangement;
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W

{vil

{wii)

fwrii)

[ix)

(x)

{xi)

i)

{xiii)

ta allow pharmaceutical industrias o impart ravy and packaging
materials  through proforma invoice in addition to imports
through indentors;

ta allow doctors, scientists and engineers 1o m1E:|:|n profeszional
equipments upto US § 20,000 without import parmit;

cotton and textile mills producing upto 60 counts of yarns would
be bound to purchase 10 percent of their import entitlement ot
raw cotton from local producers/dealers at Government rates
subject to which they will be permitted o import 90 percant
cotton from abroad;

to fix the limit for import of cotton and synthetic fabrics during
1986-8B7 at 5 crore yards;

to make provision for import of bus, trucks. jeeps (4 wheeler) in
completely builtup (CBU) condition by commercial importers and
in CKD and SKD condition by the assembling mdustrial units;
ta make provision Tor import of diesel engune (all sorts) on CED or
CBU condition, indicator paper, comparator paper, E.C.G. paper,
meteorological graph paper, baby cyele (upto 18"), lathe
machine, speclacles wares, tyre cord, supar enamelied wire and
sports goods frealy;

to withdraw restriction on import of dye manufacturing and pot
manufacturing machines;

to allew limitad import of G.P.sheetl, caconul all and mosguito
coil with approval from the CCI&E; and

to ban the import of stainless steel razor blades, lead pancils
valued upto Tk. 24 per dozen and steel ribs upto 80 'S size.

146 The vaiue of import licences® issued during 19826-87 stood at
Tk. 3509.40 crores or 63.4 percent of total allocations for the year. This
compared with licences issuad warth Tk, 3850.93 crores or 83 .4 percent
of total allocations during 18985-86. Of the total value of licences issued
during the year, Tk. 264135 crores (75.3%) were financed from
WES/SEM, Tk. 704.60 crores {20.1%) under Aid/Loan/Credit/Grant,

& Sowren : CCIE,
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Value of
Imports

Tk. 145.49 crores (4.1%) under Barter/STA and Tk. 17 .96 crores (0.5%)
under cash foreign exchange resources. The sectoral shares in the
licences issued were as follows - commercial importars Tk, 1166.21
erores (33.2%); industrial consumers (private) Tk. 131068 crores
(37.3%); sector corporations Tk, 340.37 crores (9.7%); POL Tk. 646.48
crores (18.4%); and the TCB Tk. 45.63 crores (1.3%),

147 Total valug of merchandise importsi@  (including food and
imports under Projects Aud, etc. but excluding impons made through land
custom) during 1986-87 stood at Tk. 5927.59 crores® as compared with
Tk.5183.12 crores during 19856-86. Of the total importsduring the year,
the share of food and live animals stood at Tk 1014 .63 crores; crude
materials inedible, except fuels, Tk, 333.02 crores, mineral fuels,
lubricant and related materials Tk, 759.70 crores, animal and vagetable
oils and fats Tk. 421.52 crares; chemical drugs and medicine Tk. 475.67
crores; manufactured goods classified chiefly by materials Tk. 1482.75
crores: machinery and {ransport equipment Tk, 127660 crores, and
others Tk. 163.70 crores.

-

@ Source . Bangladesh Buraau of Statistics and basad on customs returne

" Simga POL imports ware not rafiected in the cusioms returns, total valus of imporis was
actually higher than the above figem
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TRADE AND PAYMENTS AGREEMENTS

15.1  Bangladesh signed 5 new trade agreements with other
countrias during 1886-87 as compared to 12 agreemants signed during
the preaceding vear. Of the agreements signed during 1985-8B6, the ona
with the DPR Korea (Barter No. 4) became effective from October 21,
1985 and will remain valid upto Qctober 31, 1987 The agreement with
Bulgaria (Barter No. 11} effective from November 18, 1985 will remain
valid upto March 31, 1988 while that with China (Barter No. 9} effective
from December 13, 1985 expired on June 30, 1987, The Barter protocol
MNo. 15 with the USSR, effective from March 31, 1986 wall remanm valid
upto Septembar 30, 18987, Theagreeaments in respect of the TCE-ACSA
Switzerland S3TA-3{3rd year), the TCB-NTL Napal STA, the TCE-MITCO
STA, Malayasia and the TCB-Sukab, Sweden 3rd TPA which became
effective respectively from April 3, 1986, Aprll 23, 1986, November G,
1885 and April 20, 1986 respectively will remain valid upto September
30, 1987, November 5, 18987, April 22, 1988 and August 30, 1987
respectively, The TCB-MTC S5TA with the LUSA effective from May 26,
1986 expired on May 25, 1987 The agreements in respect of the
TCB-Topaz CTA, Turkey. and the TCE-INTEREXPORT Yugoslavia CTA
and the TCB-O1tto Sumari-CTA, Finland eftective from October 14, 1985,
October 4, 1986 and September 15, 1985 respectively expired on March
31, 1987, Juna 30, 1887 and December 31, 1985,

152 Under the agreements signed during 1986-87, exports from
Bangladesh consisted mainly of raw jute, jute goods, jute twinesyarn,
jute rope, tea and packel tea, crust and finishead leather, hides and skins,
goat skins, frozen food, readymade garments, hosiery products and
specialised textiles, jute carpet, glycerine, agricultural products,
newsprint, particie board, telaphone cables, books and perniodicals,
cinematographie films, chemicals, ceramics, fruits, handicrafis, light
indusirial products, tobacco, efc: Imports into Bangladesh consisted
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Raw Jute

TRENDS IN EXPORT COMMODITIES

16.1 Raw juled@ preduction during 1986-87 season stood 36.9
percant lower at 54.61 lakh bales as compared to the record production
of 86.58R lakh bales during 1985-86. Both production and acreage of
raw jute declined during the yvear due mainly to unattractive price of jute
compared to other alternative crops, particularly paddy. The area under
jute cultivation stood substantially lower at 16.35 lakh acres during
1986-87 as compared to 25 lakh acres during 1985-86. The yield per
acre alse stood lower at 3.34 bales duning the season as compared to
346 bales in the preceding season. Total availability of raw jute
(including a carryover stock of 42 65 lakh bales) during 1988-87 stood at
97.26 lakh bales or 0.92 lakh bale higher than 96 34 lakh bales in
1985-86,

162 Due to depressed demand in the international market, both the
export volume as well as the average export price of raw jute declinad
during 1986-87. The average export price of raw jute at Tk. 1 .346.41 per
bale during 1986-87 was 15.7 percent lower than Tk. 1,598 per bale
during the previous year. The volume of export at 22 .41 lakh bales during
1986-87 was lower by 2.6 percent than 23.01 lakh bales in 1985-86.
The fall in bath the volume and the price of exports resulted in lower
forengn exchange earnings by 17.9 percent to Tk 301.73 crores in
1986-B7 from Tk. 367.70 crores in 1985-86.

16.3 The impact of continued slump in the international market of raw
jute during the last two years was also reflacted in tha internal market.
The growers’ level price of raw jute which had stood at a low level of
Tk. 176.00 per maund in June, 1986 came down sharply to Tk. 110.79
per maund in July, 1886, However, following liberal credit facilities

@ Sourca : Minisoy of Juts, BJC, EPE & BJA.
R - Brwisad
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allowed by the Bangladesh Bank for stepping up raw jute purchases, the
growers level| price firmed up significantly as the year progressed and
stood at Tk, 238.75 per maund in June, 1987. The annual average price
of raw |ute at growers' level declined by 21.9 percent 1o Tk, 153,37 per
maund during the vear from Tk, 196.38 in 1985-88

164 Arrival of raw jute in the country’s secondary markets during
1986-87 stood substantially lower a1 52.681 lakh bales as compared to
84.58 lakh bales in the preceding season.

16.5 Despite all out efforts for attaining a high level of raw jute exporls
and thereby reducing the huge inventory built up during the last two
yvears the export zales registration of raw jute during 1986-87 stood
slightly lower at 30.08 |akh bales as compared to 30.71 lakh bales in the
preceding season. Actual exports of raw jute during 1986-87 also stood
lowar-at 22 .41 lakh bales as compared 1o 23.01 |lakh bales in 1985-86

166 The declining trend in Kutocha bale prices of raw jute in the
MNarayanganj terminal market which was set in motion last year persisted
during the first six months of FY 18986-87. Thareaftar, the trend reversed
and the prices picked up gradually during the latterhalfof the year_Inthe
Kutcha bale®* section the price of white X-Bottom grade of raw jule
declined from Tk. 4565 per bale on July 1, 198610 Tk, 402 per 100 kg, on
August 9, 1986 and remainad unchanged tll end-December, 1986.
Following some revival of demand and prices in the international market,
the price started rising from January 1,1987 and gradually increasedto
Tk. 697 on June 30, 1887 In the pucca bale ** section, the price of
B.\W.D. grade jute which had stood at Tk. 1200 per bale on July 1. 1988
declined to Tk 1100 per bale on August 9, 1986 and remained
unchanged at that level till the end of December, 1988, The price rose
again to Tk. 1200 per bale on Janueary 1, 1987 and gradually reached at
the level of Tk. 1700 per bale on June 30, 1987,

* Kutcha bale = 100 kg, = 2679 maurnds
** Puicoa bale - 180-kg. = 4 822 maunds
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Jute Goods

16.7 The suspension of the indicative export price of BW . D, grade jute
effected during the preceding seasen-continwed bll November 29, 1986
Indicative prices of all grades of raw jute were gquoled on NMovember 30,
1986 and with several upward revisions the guoted prices were
sustained till the end of the year. The indicative export price of BAW.D
grade jute at $ 250 per metric ton fixed on Novembar 30, 1986 was
increased by steps to % 300 on January 22, 1987, $ 310 on May 7, 1987
and finally to % 320 per metric tan on June 11, 1987

16.8 The country's jute industry made appreciable progress during
1986-87 due mainly to the substantial reduction in production lpssas
which had been incurred during the last few years, Jute industries in the
public sector were able to reduce their production losses to the extent of
44 4 percent whilg those in the private sector by 20.0 percent during
1986-87, The substantial elimination of lay-off/strike problams
achioved fellowing increased wages allowead 1o public sector industrial
labourers in 1985, better worker-management relationship effected
through a number of internal management reforms and some reduction
in losses on account of power failures enabled the jute mills bringing
down their production losses.

169 The production of jute manufactures® during 1986-87 stood 21 2
percent higher at 5.83 lakh tons” ascomparedtod 817 lakh tons during
1885-86. Of the total production, the public sector (BJME) and the
private sactor (BJMA and others) accounted for 3.21 lakh tons (56.8%),
and 2.52 lakh tons (43.2%) respectively during 1286-87 as compared to
2.7 lakh tons [(BB.3%) and 2.10 lekh tons (43.7%) respactively during
1985-86

* Sowrce - BAME BAMA, EPB amd Bimisicy ol Juie.
i Al ligures relale 1o mene maaseres
R = Revised.
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Tea

16,10 E=xportsalesregistration of jute goods with the Bangladesh Bank
stood lower at 5.91 lakh tons during 1986-87 as compared to 6.79 lakh
tons in the preceding season. However, actual exports of jute goods stood
7.4 percent higher at 5.25 fakh tons as compared to 4.89% 1akh tons in
the preceding season. Total fareign exchange earnings from the export of
jute goads during the year was b.6 percent higher at Tk.814 .49 crores as
compared to Tk. BEE.82Z crores in 1985-36. The public sector and the
private sector Jute Mills exported 3.06 lakh tons (58.1%) and 2.20 lakh
tons (41.9%) respectively during 1986-37 as comparad to 2, 78 lakh tons
(56.8%) and 2.11 lakh tons (43.1%) respectively in the preceding year
Their foreign exchange earnings amountedto Tk, 533.11 crores (58.3%)
and Tk. 381.38 crores (41.7%) respectively in 1986-87 as compared to
Tk, 543.47 crores (82.5%) and Tk. 326.57 crares (37.5%) respectively in
198686, The average axporl price of jute goods declined by 2.1 parcent
to Tk. 17.418.86 per ton in 1986-87 from Tk, 17,792.23 per ton in
1985-B6. However, in terms of US daollar the export price was lower by
#.5 parcent than the level of 1985-86

16.11 Siock of jute goods in the country (sold, unsold, stock in transi
and shut-out) as on June 30, 1987 stood higher at 1.24 lakh tons as
compared to 1.22 lakh tons at the end of the preceding year.

16.12 Taa@pruductmn at 4008 million kgs. during 1986-87 was
marginally higher than the target of 40.00 million kgs, but 3.3 parcemt
higher than the actual production of 38.B0 million kgs. n 1985-86.
Favourable weather conditions particularly in the concluding months of
the season, helped boost tea production, With a comparatively smaller
carryover stock of 1145 million kgs from the previous year, total
availability of tea during 1986-87 stood lower at 51,53 million kgs, as
compared to 53.27 million Kgs, {including a carryover of 1447 million
kgs.) in 1986-86. With lower volume of exports, the closing stock of tea,
however, stood higher at 17.12 million kgs. at the end of 1986-87 as
compared to 11.45 million kgs. at the end of the previous year

{ii" Source  Bangiadesh Tea Board
R = Revismd.

158



Hides and
Skins

16,13 The internal prices of tea as guoted in the Chittagong auction
market depicted a generally easy to firm trend during 1986-87. Tha
average price of tea which stood at Tk, 40.46 per kg. in July, 1986,
amidst some fluctuations, came down to Tk, 31.86 per kp. in February,
1987. Theraalior, the price showad a firm trend and stood at T, 34.83
per kg. In June, 1987 Prices of most variaties of tea, howewver, ruled
substantially higher than those in the previous year. In all, 45 auctions
were held in the Chittagong auction market during 1986-87 in which
31.22 milhon kgs. of tea were sold at an average price of Tk 36,23 per
kg. as compared to 36.95 milbon kgs. sold at an average price of
Tk. 27.52 per kg. during 1986-B6. The higher average price of tea during
the year was due mainly to the substantially higher prices fetched by
suparnor grades.axporl quality tea throughout the year

16.14 Taa exporis during 1986-87 at 2141 million kgs, was lower by
28.2 percent than 28.82 million kgs. in 1985-86_ The marked deciing in
the volume of tea exports during the yvear was largely attributabla 1o
sethack suffered in negotiation of export deals with some of our major
buyers of tea, namely, Pakistan, Egypt, Poland and Afganistan. These
countries togethar purchased 10,35 million kgs. of tea or 48 percant of
total tea exports during 1986-87 as against 1990 million kgs. or 67.0
percent in 1986-86. Despite a 28.2 percent decline in the volume,
earnings from tea exports during 1886-87 declined by only 7.38 percant
to Tk 80.13* crores from Tk. 87.31 crores in 19B5-86 due to 7.4
percenl incréase in the average export price from Tk, 32.63 per Kg. in
1985-86 to Tk. 42.10 per kg, in 1986-87

18,156  Prices of hidesandskins@ maintained an uptrend during
1986-87. The price of cow-hides |(wet salted heavy} which openead at
Tk, 32,000 — Tk 36,000 per hundred pieces mcreased, amidst
fluctuations to Tk, 42,000 — Tk. 47,000 on November 2, 1886 and
further 1o Tk. 46,000 — Tk. 51,000 on January 29, 1987. The price,
however, began to recede from February 7, 1987 and, amidst
fluctuations closed the year at Tk, 36,000 - Tk.43,000,

i Source - Directorste of Agricultural Marketing

* Source | Banglagesh Tea Boarc

159



Leather

Frozen
Food

Naptha and
Bitumen

16.16 The price of buffalo hides which openad at Tk, 29,000 —
Tk. 32,000 per hundred pieces, amidst minor fluctuations, increasad
sharply to Tk 45,000 — Tk. 50,500 on January 24, 1987. |he price
started declining from January 28 and, amidst fluctuauens. closed the
yearat Tk. 40,000 — Tk. 45,000

16,17 The price of goat skins (large and heavy) which opened st
Tk.8,500 - Tk 9,000 per hundred pieces, amidst fluctuations, declined to
Tk. 6,000 - Tk, 7,600 on November 24, 1986 The price started rising
from MNovember 26, 1986, and gradually reached the psak level of
Tk. 11,000 - Tk, 12,000 on January 29, 1987. Thereafter, the price of
goat-sking startad declining and, amidst some fluctuations, closed the
year at Ti. 5,008~ Tk. 11,000.

16.18 Openingat Tk, 4,500 - Tk. 5,000 per hundred pieces. the pricae
of sheep-skins increased, amidst some fluctuations, to Tk, 6,000 -
Tk. 6,300 on October 27, 1986, After declining to Tk. 5.300-Tk. 5800
by December 4, 1986, the price started rising again from December 28,
1886 and reached the peak level of Tk. 7,100 - Tk. 7.600 on May 10,
1887. The closing quotation of sheep-skins, however, stood lower at
Tk. 6,800 - Tk. 7,200.

16.19 Export earnings from ieather@{tanned and semi-tannad) picked
upsubstantially to Tk, 409,70 croresin 1986-87 from Tk. 180.24 crores
in 1985-86, denoting an increase of 127 3 percem over the year.

16.20 Export earnings from frozen foods®@ which include shrimps, frog
legs and fish rose by 21.1 percent to Tk. 406 70 crores during 1986-87
from Tk, 335.B7 crores in the preceding year

16.21 Export earnings from naptha and bitumen@ during 1986-87
declined by 33.9 percent 1o Tk. 32.88 crores as compared to Tk, 49.73
crores during 1985-86.

il Exparl Promofion Bureau.
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16.22 Exporiz of readymade garmenis @ recorded spactacular
improvement during 1986-87. Earnings from exports of readymadea
garrdents at Tk. 910.82 crores during 1986-87 showed a rise of 1321
percant over the earnings of Tk. 392.35 crores in 1985-86.

16.23 Export value of n&wsprlnl@amm slightly higher at Tk, 23.24
crares during 1986-87 as compared to Tk. 21,78 crores during the
preceding year.

16.24 The value of handicrafts@exported during 1986-87 stood 109.6
percant higher at Tk, 12.03 crores as compared to Tk. 5.74 crores in
1985-86,

@ Export Promotion Bureau

161



CHAPTER XV

EXCHANGE RATE POLICY
AND
DEVELOPMENTS IN EXCHANGE CONTROL



Exchange
Rata
Policy

Developmeants
in

Exchange
Control

EXCHANGE RATE POLICY AND DEVELOPMENTS
IN EXCHANGE CONTROL

17.1 Bangladesh continued to pursue a flaxible exchange rate policy
keeping in view the need for strengthening the country’s international
competitiveness and for improving the current account position in the
balance of payments. In view of the continued depreciation of the U.5.
Dollar, our intervention currency, in the world exchange market,
particularly against the Yen and other major European currencies, tha
Taka-Dollar exchangea rate was adjusted downwards three times during
1986-87 on the basis of trade-weighted ‘basket currency’ method, As a
result of these adjustments, the external value of Taka m relation to U 5.
Dollar depreciated by 2.3 parcent ovar the year. The date-wise
re-fixation of Taka - Dollar official exchange rate during 1986-87 is
showen in Table 17.1

TABLE 171

BANGLADESH BANK'S TAKA RATE
PER U.5. DOLLAR

Oate of Fixation Buying Salling
June 30, 1986* 30.27 30.33
Movembsar 20, 1986 30,77 30.83
April 13, 1987 30.87 30.93
June 7, 1987 3097 31.03

* Fixed on February 11, 19886

(i) Authorised Dealers’ Buying Rate for Export Bills

17.2 With effect from July 1, 1986 the two separate buying rates for
export bills relating to traditional and non-traditional commodities wera
abolished and the rates for non-traditional export bills were made
applicable for all export commodities.
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{iij Import of Vessels on Deferred Paymaent
Basis under WES/SEM

17.3  Authorised Dealers wera allowed with effect from July 8, 1986 to
open L/Cs for import of coastal vessals including oil tankers and ocean
going vessals including those far scrapping purposes under WES/SEM
on daferred paymeant basis upto 360 days.

{1ii) Trade with the Republic of Turkey-Settiement of Paymaent

174 The special arrangement for settlement of export and import
trade transactions between Bangladesh and Turkey in accordance with
tha terms of the agreement signed on May 5, 1986 by the central banks
of the two countnes was made effective from July 16, 1986,

(iv) Release of Foreign Exchange to Exporters for
Business Travels Abroad

17.6 The limit for sanction of foreign exchange for business travel of
exporters {(in propartion with the export earnings) were anhanced with
affect fram July 1, 13B6. However, it was decided that the entire amount
of foreign exchange sanctioned would be released at the SEM rate
instead of the previous system of releasing the same at official rate of
exchanga,

{v) Release of Foreign Exchange under the Wage
Earners’ Scheme (WES) for Travelling Abroad

17.6 Annual quota for release of foreign exchange under the WES 1o
Bangladeshi natianals for travel by air on personal ground to
naighbouring countries viz. India, Pakistan, Sri Lanka, Burma, Nepal,
Bhutan and Maldives was enhanced from US $ 200 to US $ 400 per
parson with effect from October 18, 19868 However, release of foreign
exchange for personal visit 1o India by land route or to countries other
than the above mentioned neighbouring countries by air remamed
unchanged at US$ 150 and US $ 1,800 per person (maximum US $ 1000
at a time) respectively in 2 Calendar year
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ivi) Education Foreign Currency Account

17.7 It was decided with effect from February 4, 1887 that the intarest
accruad on balances in Education Foreign Currency Accounts opened in
Bangladesh by the wage earners abroad would naither be eligible for
repatriation outside Bangladesh nor would the same be compounded
with the principal. The accrued interest will be payable in local currency
when due after deduction of usual Governmeant taxes/|levias,

{vii) Import on Deferred Payment Basis

17.8  With effect from February 10, 1987 the Authorised Dealers were
allowed to open Letters of Credit on deferred payment terms upta 180
days (instead of 90 days as allowed previously} for import of industrial
raw materials under tha WES/SEM by industrial consumers as pear theair
pass book entitlements.

{viii) Exchange Rate Fluctuation Burden Absorption
Schema (EFAS)

17.9 According to earlier decisions the benefit of the Exchange Raie
Fluctuation Burden Absorption Scheme was applicable only 1o term
loans in foreign currency disbursed by Development Financing
Instiiutions, In partial modification of above scheme, it was furihar
decided on March 28, 1587 that the facility of the EFAS will alsa be
extended to cover forsign currancy term loans channelled through
nationalised commercial banks on the basis of re-lending by the
Government.

{ix) Hajj - 1987

1710 The Government made arrangements for sending 10,000
persons through ballot from Bangladesh to perform the holy Hajj-1987,
The ballotee pilgrims were granted 3,089 Saudl Rivals each at official
rate for enabling them to meet expensas during the Hajj. Arrangemenis
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werg also made for sanctioning 3,300 Saudi Rivals each at SEM rate for
performance of Hajl by pilgrims outside the ballot. In addition 1o the
above amounts, the ballotee and non-ballotee pilgrims were allowed to
purchase a further sum of upto US $ 400Q per person from Foreign
Currency Accounts under the Wage Earnaers’ Schame.

17.11  The Exchange Control Departimant carried out comprehensive
inspection of the 89 branches of 12 Authorised Dealers during 1986-87
The inspected branches included 31 of the Janata Bank, 15 of the Agrani
Bank, 3 of the Bangladesh Krishi Bank, 2 of the Sonali Bank and 1 of the
Bangladesh Shilpa Bank. Irregularities detected during the inspection
wera communicated to the Head/ Main Office of the concerned branches
for necessary rectification, In addition, special inspection of 69 branches
of Authonised Dealers, 11 money changers, 685 indenting houses, 7
travel agents and 15 businegss organisations was alse conducted during
the year.
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ASIAN CLEARING UNION

18.1 Thevolume of transactions under the Asian Clearing Union [ACU)
on Bangladesh’s account recorded some decline during 1986-87. As
usual, six settlements took place under the ACU arrangemeants during
the year in which Bangladesh emerged as net creditar in ona sattlamant
and net debtor in the remaining five settlements. This reflected that
Bangladesh's import from other member countries was larger than its
Bxports,

18.2 Both receipts and paymenis under the ACU on Bangladesh's
account recorded decline during 1986-87. Payments on Bangladesh's
account came down by AMU 28.88 million or 23.6 parcent from AMU

122.32 million (Tk. 410.26 crores) in 1985-86 to AMU 93.43 million
{Tk. 358.89 crores) in 1986-87. Receipts declined by AMU 26.65 million
or 30.5 percant from AMU 87 .49 million (Tk. 290.85 crores)in 1985-86
to AMU 60.84 million (Tk. 230.62 crores) in 1986-87.

18.3 As aresult of these transactions, Bangladesh was placed at a net
dabtor position of AMU 32.59 million (Tk. 128.27 croras) in 1986-87 as
compared to a higher net debtor position of AMU 34.83 million
iTk, 119.41 crores) in 1985-86.

184 The UNCTAD and the ESCAP have played a more active role in
expanding the activities of the ACU. The UNCTAD s desigming a
“Reserve Fund™ and a “Swap Arrangemeant” within the framework of
the ACU. Total trade and trade balance of the ACU members are shown in

Table 18.1.
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TABLE 18.1

TOTAL TRADE AND TRADE BALANCE OF ACU MEMBERS
(Millions of US Dollars)

Surplus |+}or

Country Exports 1o AU Impaats from ACL Dafigit |-
1284 1985 19684 1885 1934 1985
Bangladesh 187.5 160.3 1309 116.6 + 66.8 + 44,7
Burma 23.0 30.3 164 128 i 6.6 7.4
India 3730 3180 ar40 11810 -501,0 -873.0
Iran 2110 12240 549.0 2830 +362.0 1.0
MNepal 17.5 463 i0gg 82.0 —82.3 —i5. 7
Fakisiam a64.6 203.8 1787 2158 +175.48 —12.0
5ri Lenka 46 b 64 2 1889 ZA3.H O3 4 219,86
Total : 18963.1 2046.9 2137.7 21941 =-1746 -147.2

Source | Directon of Trade Sravstes, Yaar Book 1886, Imernational Monstary Fund

Maote: (I
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CURRENCY AND COINAGE

18.1  No newly designed Notes or Coms were issued during the period
from July 1, 1986 to June 30, 1987,

18.2 Subsidiary Comns in circulation as on June 30, 1987 at Tk. 39,565
crores was larger by Tk. 2.76 crores than Tk. 36.79 croras as on June 30,
1888, This was in addition to Taka One Notes and Taka One Coins waorth
Tk. 51.07 croras in circulation as on Juna 30, 1987 as against Tk, 4906
crores as on June 30, 1966.
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ADMINISTRATION

20,1  The Board of Direclors of the Bank was reconstiluted thrice
during 1986-87. Mr. A. K. M. Khalilur Rahman, Deputy Governor, was
appointed Director on February 1, 1987 in place of Mr. M. A. Beg, Deputy
Governor, who proceeded on L. P, R. Ewth effect from December 31,
1886, Mr. Shatiqur Rahman and Mr. Syed Manzur Elahi were appointed
Directors in place of Mr. 5. A, Mahmud and Mr. Nuruddin Ahmed with
affect from April 2, 1987, Consequent upon the appointment of Mr
5. B. Chaudhuri as Governor of the Bank, he became Chairman of the
Board with effect from April 13, 1987 m place of Mr. M. Nurul Islam and
the post of Director held by the former fell vacamt from the same date. Mr.
AK.M. Khalilur Rahman died on Jurnie 18, 1987 and the post of Director
held by him remained vacant till the end of the year

20.2 During 1986-87, 4 meetings of the Board of Directors and 3
meetings of the Executive Committee wera hald.

203 The Co-ordination Committee of the Bank held a total of 12
meetings during the year to discuss various issues concerning the
Bank's affairs.

204  Mr. M. Nurul Islam was relieved of his responsibilities as
Governor of the Bangladesh Bank by the Government at his own requast
on health grounds with effect from April 13, 1987, After his first
appointment on December 7, 1976 as Governor of the Bank, on an
ad-hoc basis, he was appointed for a fixed term of 3 years with effect
from March 1, 1978. Mr, Islam’s tenure as Governor was subsequently
ranewed four times for varying terms, the last one was scheduled to'and
on September 30, 1987,
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205 Mr. 5. B. Chaudhuri, Secretary, Internal Resources Division and
Chairman, Mational Bpard of Bevenue was appointed as Governor of the
Bank on an ad-hoc basis, on April 11, 1887 He assumed the office of the
Governor in addition to his own responsibilities on April 13, 1887,
Subsaquently, Mr. Chaudhuri was appointed as Governor of the Bank for
a fixed term beginning from July 14, 1987 and ending of December 31,
19380

206 Mr. Ashraful Haque, former Managing Director of the Sonali
Bank, was appainted as Deputy Governor of the Bangladesh Bank ona
contract basis for a period baginning from September 22, 1986 and
ending on June 30, 1888, Mr. Hague passed away on April 13, 1887.

20,7  Mr, Mahbubur Rahman Khan was appointed as Depuly Governor
of the Bank with effect from January 13, 1887,

208 Mr. A B.M. Mahbubul Amin Khan, Mr. Kamaluddin Ahmead and
Mr. M. A, Quasem were appointed as Executive Directors of the Bank
with effect from March 16, 1987,

208 The following appointments in different grades of employment
were made by the Bank during the year ended on June 30, 1987 -

i) Assistant Directors 19
n} Officers 16
im} Coin/Note Examiners and other staff 149

Total ; 183

2010  Ona General Manager and one Deputy Genearal Manager of the
Bank were on deputation with twa Central Banks/ Manetary Agencias of
the Middle Eastern countrias during 1986-87, while one Daputy Director
of the Bank was on deputationwith the Mimstry of Planmng (ERD) during
the year.
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20,11 One of the two Government Officers, who were serving on
deputation as Heads of the Departments of the Bank, has bean absarbed
n the Bank's service during the year

2012  Tha iotal numbar of officars and stalfil of the Bank stood st 5568
on Juna 30, 1987 as compared to 5,524 on June 30, 1986,

2013  During the year 1986-87, arrangements were made for
participation of 14 officers of the Bank in different Training
Courses/ Seminars abroad.

2014 A total of 216 officials of the Bank participated in training
programmes organised by different training institutions other than the
Bank's Training Academy during 1886-87

20,16 Thae Bangladesh Bank in collaboration with the Ohio State
University, U.5.A. organised two international seminars on
"Mobilisation of Rural Savings™ and “Recovery of Agricultural Credit”
under the Rural Finance Projoct {RFFP).

20.16 With a view to raising the professional skill and efficiency of the
Bank's officers and staff, the Bangladesh Bank Training Academy
arrangad the following training programme during 1986-87

i as manyas 20 Assistani Directors/Assistant Managers and 64
Officers wera trained by organising & in-service courses.Two
courses were also organised for Assistant Managers and
Officers ot the Cash Department of the Bank whergin 31
trainees participated;

il in grder 1o improve the efficiency and expertise of theQfficers of
the Agricultural Credit Inspection Departmeant (ACI0D) and
Departmant of Banking Inspection (DBl) 2 special courses
namely, “Technigque of Inspection” and “Techmgue of Bank
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Inspection™ were conducted by the Academy wherein 33
officials from the ACID and 31 officials from the DBl of the
Bank's different Offices ook part,

a 3-month 'Foundation Course’ for direetly recruited Assistant
Directorse and Officers of the Bank was conducted during
1986-87 wherein 9 Assistant Directors and 7 Officers
participaied,;

a 15=day theoretical training course was organised for 12
oificials (from Assistant Director o Deputy General Manager) of
the Research and Statistics Departments who opted 1o the
General Side. Another such theoretical Training Course was
orgamised ftor 7 Officers of the Speciahsed Department
iTransferred to the Genaral Side) for a panod of 156 days during
1986-87;

a 10-day special training course on “Analysis of Rural Credit
and Project” for 15 Assistant Directors drawn from the Rural
Credit Project Departmant (RCPD), the Agrnicultural Credi
Department (ACD) and the Agricultural Credit Inspection
Department (ACID) of different Offices of the Bank was
conducted during the year;

to ensure correct reporting of foreign exchange transactions by
the Authorised Dealers to the Bangladesh Bank, a short course
was conducted at the Bank's Sylhet Office in which 22 officials
of the Bangladesh Bank and commercial banks participated,

a shaort training course on ‘Computerisation of Banking
Statistics, Storage and Retrieval’ was organised by the Academy
in which 14 Assistamt Directors from different Offices of the.
Bank participated,;

182



Activities
of the
Computer
Division

MIS for
Agricultural
Credit

Public
Raelations
and
Publications

viit)  with a view to broadening the outlook of Traines Officers as also
to help them gain practical knowledge about msiiiutinns_dkmnﬂy
involved in nation building activities, a number of educational
field trips were arrapged by the Academy during 1986-87; and

ix) @& special workshop on “lslamic Banking and its Future in
Bangladesh™ was held on December 7, 1986 in the Academy
Building. In addition, the Academy arranged a saminar on ~Ten
Years of Grameen Bank™ on January 27, 1987 in callaboration
with the Bangladesh Institute of Bank Management (BIBM|

2017 The Computer Division continued its regular data processing
activities during 1986-87. Steps weare taken to computerise several new
jobs. Salary bills of the Head Office employess were computerisad during
the year, The programmes of the Employees” Provident Fund accounting
sysiem weare prepared and test runs were conducted, Computerisation of
loan ledger of the House Building Finance Corporation was undertakean.
The Division also took steps for computerisation of reconciliation of
inter-branch transactions of the Sonali Bank. Systems report and
programme 'writing tor the job were completed. Training in programme
writing, computer operation and data encoding was also imparted 1o
selected employees of the Reconciliation Division of the Sonali Bank

2018 The Agricultural Credit Department af the Bank has introduced
six new coded forms with a view to collecting information on agricultural
and rural credit in a scientific manner. Infermation received from the
banks have been computerised

20.19 The up-dated Exchange Control Manual was printed and
circulated in February, 1987 by the Department of Public Relations and
Publications. In addition to its 12 regular publications (four annual, nine
quarterly and four monthly) the Department also published the Seniority
List of Officers during 1986-87. The volume of the Parikrama, the housea
magazine of the Bank, has been increased from 8 pages to 12 pages to
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improve its presentation and coverage. The Department also arranged
adequate covarage of the seminars and meatings organised by the Bank,
including the 16th SEANZA Central Banking Course, in the press, radia
and talevision,

20.20. The Bangladesh Bank provided necessary officers and statf and
other logistical support tothe Special iImplementation Cell set up by the
Governmeni with Mr. Kaa Badrul Alam, formar Depuly Governor of the
Bank as its Chief 1o advise on matters relating to implementation of the
recommeandations of the National Commission of Monay, Banking and
Credit,

2021 The piling wark for construction of s1all guarters at Agrabad,
Chittagong and Malatinagar, Bogra was completed. In addition, work
relating to the following were 1n progress during the year;

il construction of baundary wall and Police Barrack at Head
Office premisses, Dhaxa;

i} censtruction of additional units of AB,C and D type quarters at
Bank Colony, Faridabad, Dhaka, and modernisation and
axtension of Officers” guarters &l Banam, Dhaka;

iif] construction of 6-storied office building  with 15-storied
foundation, 3-storied annexe building with power sub-stations,
internal roads, boundary walls, 2tc. at Bank premises,
Chittagong;

iwv] construction of G-storied annexe building with 15-storied
foundation at Bank premises, Khuina,

v] oonstruction of 3-storied office building with 5-storied

foundation, and 3-storied annexe building and power
sub-station building a1 Bank premises, Rajshahi;
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vi) construction of Group-I, Group-1l and Group-lll staff guarters in
Bogra; and

viij earth filling, piling and construction of boundary walls at
proposed staff quarters premises, Sylhet.

20022  An amount of Tk, 20.75 lakhs was sanctioned for allocation of
funds to the different Offices of the Bank 1o meet the expenses relating to
walfare and recreational activities during 1986-87.

20.23 An amount of Tk, 4.26 lakhs was sanctioned for awarding
stipends to the eligible children of 'C’ and "D’ category employees of the
Bank during 1986-B7.
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211  The Balance Sheoet of the Issue Department of the Bank as on
Jure 30, 1987 appears at pages194.-195 of the Report.

21.2 Total notes issued as on June 30, 1987 at Tk. 2,346.50 crores
was larger by Tk. 139,99 croresthan Tk. 2,206.51 crores as on June 30,
1986. Assets against the notes |ssued included Gold worth Tk, 69,93
crores, Approved Foreign Exchange of Tk, 200 crores, Taka Coin worth
Tk. 3.10 crores, Government of Bangladesh Securities worth
Tk. 475.16 crores and Internal Bills of Exchange and other Commercial
Papers worth Tk. 1,588.24 crores. The corresponding figures of assets
against note issue as on June 30, 1986 were Gold worth Tk. 50.03
crores, Approved Foraign Exchange of Tk, 200 crores, Taka Coin worth
Tk. O.B7 crora, Government of Bangladesh Securities worth Tk, 346.37
crores and Internal Bills of Exchange and other Commercial Papers
worth Tk, 1,609.24 crores.

21.2 The Balance Sheet of the Banking Department as on June 30,
1987 appears at pages 196-197. Onthe liabilities side, balancesin
the Statutory Funds® increased by Tk. 38 crores from Tk. 265 crores to
Tk, 303 crores dua to appropriation of the same amount from the "Profit
and Loss Account’. "Government Deposits’ marginally increased to
Tk. 0.81 crore as on June 30, 1987 from Tk, 067 crore as on June 30,
1986, Bank's Deposits increased by Tk. 318,97 crores to Tk, 937.73
crores as on June 30, 1987 from Tk, 618.76 crores as on June 30, 1986.
“Other Deposits™ also increased by Tk, 208.26 crores to Tk, 2,439.71
crores as onJune 30, 1987 from Tk, 2.231.45 crores as onthe same day
last year, "Other Liabilities” increased by Th 62.95 crores o
Tk. 1,030.70 crvres as on June 30, 1987 from Tk. 967.75 crores as on
Juna 30, 1986, The allocation of 50As remamad unchanged at
Tk. 91,74 crores,

’] = =

* Excluding Credit Guaranies Fund

189



Profit
and
Loss

Account

214  On the Assets side of the Banking Dapartment, "Bills Purchased
and Discounted-Internal” decreased substantially by Tk. 119 crores
to Tk. 20 crores as on June 30, 1987 from Tk. 139 crores as on June 30,
1986. The balance of re-discounted Government Treasury Bills
decreased to Tk, 49.46 crores as on June 30, 1987 from Tk. 108.19
crores as on June 30, 1986, The amount under “Balances Held Outside
Bangladesh” increased by Tk, 746.73 crores to Tk, 1,857.67 crores as
on June 30, 1987 from Tk. 1,110.94 crores as on June 30, 1986. Other
Loans and Advances(Loansand Advances to Banks and other Financial
Institutions) came down by Tk. 215.09 croresto Tk, 1,112.11 crores as
on June 30, 1987 from Tk. 1,327.20 crores as on June 30, 1986. The
balances under "Investments” decreased by Tk. 56.59 crores to
Tk. 743.94 crores as on June 30, 1987 from Tk. B06.53 crores as on
June 30, 1986,

2156 The Profit and Loss Account of the Bank for the yvear ended on
June 30, 1987 appears at page 198 .

21.6 The comparative Profit and Loss position of the Bank for the years
1986-87 and 1985-8B6 is summarised as under ;

(Irn crores Takal

[ 1986-87 | 198586 | Changes

Erusg Income 390.84 42731 (<) 36.47

Total Expenditurs 206.01 192.45 [+) 13.66
Met Profit ; 184.83 234.86 (-} 50.03

The net profit of the Bank during 1986-87 was lower by Tk. 50.03
crores as compared to that during 1985-86. This was due to decline in
gross income by Tk. 36.47 crores and  increase of tolal expenditure by
Tk.13.56 crores.The decling in income was attributable mainly to the
downward ravision of the Bank Rate by 0.75 percentage points to 10.75
percent, reduced earnings from external investmant of the Bank following
the fall in interest rates in the international markets and the lower leval
of refinance.
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21.7 Out of the above profit of Tk. 184 .83 crores, asumof Tk. 40 crores
has been appropriated towards different Statutory Funds including credit
guarantea fund as detailed below and the balance of Tic144 82 62 OBG.96
has bean paid to the Government Exchequer as surpilus profit :

Rural Credit Fund Tk. 15,00,00,000.00
Industrial Credit Fund Tk, 4.00,00,000.00
Export Credit Fund Tk, 4.00,00,000.00
Agricultural Credit

Stabilisation Fund Tk, 16.00,00,000.00
Cradit Guarantee Fund Tk, 2,00,00000.00
aurplus profit paid 1o

the Government Tk. 144 82 62,086 96

Total : Tk.184,82.62,086.96

218 For financing the Special Housing Scheme for the low and middie
income paopple at a concessional rate of interest, the Bangladesh Bank
continued to allow interest subsidy to the Bangladesh House Building
Finance Corparation. With a view to boosting up export of non-traditional
items, the Bangladash Bank also allowed more interest subsidy on export
credit to the financing banks during the year. A sum of Tk. 6. 88 crores was
paid as interest subsidy during 1986-87 as against Tk. 3.52 crores paid last
yaar.

218 In terms of Article 65(i) of the Bangladesh Bank Order, 1972, the
Government was pleased to appoint M5, Khan Wahab Shafigua Ralman
& Co. and M/5. Hoda Vasi Chowdhury & Co. Chartered Accountants to
audit the accounts of the Bank for the vear 1986-B7.

21.10 The Board of Directors wishes to place on record its appreciation

for the loyal and devoted services rendered by the Officers and staff of the
Bank.
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BANGLADESH

- BALAMNCE
ISSUE

LIABILITIES

As on Jurm 30, 1988
TAKA | TAKA

a1.4F, 260

2206.59.90,280

2206.51,31.560

TAKA 2206,51,32 550

*  The stalemant with regard 1o “Motes in Circolation” 8 made without prajudice to the claim
of the Government of the Fropla’s Bepublic of Eanulahaa-h:‘l!anglpduh Bank for ohtaining
value from the Governmeant of Pakistan/State Back of Pakistan in respect of Pakistani
Currency Motes damonetsed and wathdrawn frem circulation
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BANK
SHEET

DEPARTMENT
ASSETS

As on June 30, 1986
taka | TAKA

B00E 27,000
Mkl

il
200,00,00,000 250,03,27 000

BE, 80,502

346.37.18.436

1609,24.06.205  1956.48.08,550

TaMA  2206.51,32.550

** includes Specinl Ad-hoc Tregsury Bifls mausd lar providing assels agasnst wsue of Bangladesh
Mopes in raplacamant of Pakistani Notas
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BANKING
LIABILITIES

A5 on Jume 300 1386
TAKA | TaKa

30000, 000
2,00, 00,00
0000, O 000

320000000
330000000

1 003,00, 50, 000

P04 672

G18. 7682, 206
2231,44,71,748 2BEO, 77,568,626

91 74,37 206
21 TE G
e 70 3T 062

Taka  4781.87.08,717
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DEPARTMENT
ASSETS

As on June 30, 1886
TAKA | TAKa

9148260
176
14

13900, 00,000
il

108 18.79.677 2471879677

E110 03 55 606

il
Ml
il

1327, 3030, 384
406 b2 72 840
GBE. T4 10 TVE

TAKA 4181.51,03,737

“*® includas Cash and Shari-Tanm Secuniieis
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PROFIT AND LOSS ACCOUMT

45 OH JURE
30, TxaE
TAKA

427 a1 M B2T
T4 50,04 310

16.858
b2

1,34. T8 756
168278

1033380
#R.06. 382
IR R R A

11, 68.76,567

20878032
TTT AN
33102015
BH A% TO 2605

351 Mass
A46.36 82 620
2,80 45,177
B.A0, 358
1,814, 713
50831, 2
AdE N8 3T
42T 3.1 GET

il
15,01, 00 Dk
4,000,000, 00
40000000

15,000 00

200,00 L0
1B W5 28317
It

233,58 38,917

3 [0 R O

H,00, DU

A K. Matiub Ahmad BMahbubur Rakman Khan g, B Chaudburi
Gararal Manager (4 coaunts) Deepauly Gowerpnr Cierosi i
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REPORT OF THE AUDITORS

Tao
The Government of the People's
Republic of Bangladesh

We, the undersigned Auditors of the Bangladesh Bank do hereby
report to the Government upon the Balance Sheet as at June 30, 1987
and the Profit and Loss Account of the Bank for the yvaar ended on that
date.

We have examined the foregoing Balance Sheets{lssue & Banking
Departments)as at June30,1987 and the accourts with the relevant
books and records of the Head Office and seven Offices of the
Bangladesh Bank and report that whera we have called for explanaton
and information, such explanation and information have been given
sansfactorly. In our opinion, the Balance Sheets are (ull and fair Balance
Sheats contaimng all necessary particulars andare proparly drawn up so
as 1o exhibit a true and correct view of the state of the Bank's affairs
according to the best of our infermation and explanations given to us and
as shown by tha books of the Bank. '

Hoda Vasi Chowdhury & Co.,
Chartered Accountants

Dhaka, Khan Wahab Shafigue
July 26, 1987 Rahman & Co.,
Chartered Accountants
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BANGLADESH : SOME SELECTED STATISTICS

I, AREA AND POPULATION

1. Area 1.43.998 Km*
2, Population 1985-86 TE‘EE—E?F
107, 7 Million 104,17 Millign

3. Density of Population |
al Per Em? of Total Land Area 02 18

bl Per Km? of Cultivable Land 1.109 1,130

Source | Bangiadesh Bureau of Siatistics
F = Provesional,
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Il. NATIONAL INCOME, INVESTMENT AND SAVINGS

(Taka in crores)

1288-A7 e
ltam Saciors 1985-86 [% Changs {Eati- Changa
it
1. GODP (At Conslant 1984-B6 Faclar Cogl) 3&, 208 v 4.0 35720 & 4.4
Z. GOP [A1 Current Markel Prices) I8 536 « 10.8 43 926 + 14,0
& Per Capita GOF {In Taka at
Currant Pricesi 37858 ¢ 7.9 4220 +11.4
4, Grass Investment (A1 Curren Priges) 8.547 1'.I'.§I i 526G 14_9‘@
5. Gross Domestic Savings y
{At Cutrant Pricas) 1,835 a8 2,734 527
& Sectoral Braak-up of
GOP Af Constant 1984-85
Factor Costl Yahara Hshara
al Agriculiurs 17,268 51 17,808 BD
B Trade &nd Transpon H,338 27 8,758 7
o} Houseng and Publc Services 3,363 0 353 10
dj Indusry 3163 B 3,462 10
a) Consiructon 815 2 EED 2
0 Powoar and Gas 258 1 3M 1
Total : 34 205 104 a6, 720 100

Source [ Planning Comrmission.

T As parcaniage of GOP at currant markal prices,
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. GOVERNMENT FINANCE AND ANNUAL
DEVELOPMENT PROGRAMME

{Taka in crores)

A Heads 1985-86 | % 'Bﬂfpr‘fiml %
1. Revonue Receipts: 4.073.00 100 4717.00 100
a) Tax 3,228.00 78 3.853.00 B2
b} Non-Tax 845.00 21 8264.00 18
2 Revenus Expenditura 342053 B4 395800 a4
3 Ravenue Surplus 652.47 16 767.00 16
4. Capital Receipts: 5.038.22 100 6.354.51 100
a) Capital Expenditure 1.272.11 25 1,1656.35 22
b Capital Surplus 376811 765 .4,189818 78
5. Size of ADP 4,0895.54 100 4,613.38 100
a) Domestic 703.73 17 B11.89 18
b} Foreign 3.391.81 B3 370149 82

Sowurce | Budgel Summary Statements | Ministry of Finance,
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IV. MONEY, CREDIT AND PRICES

(Taka in crores)

8,| Heads 1985-86 1986-87
M.
Broad Money (M2} 1233810 14,353.10
2, Domestic Credit 14.634.70 15,660.B0
i} Public Sector{including Govl) 617850 668580
i} Private Sector 8.356.20 897400
- Broad Money as % of GDP
(&1 Current Markot Prices) 32.02 32.68
i Consumer Price Indax®

For Dhaka Middle Income Families
i} Point to Point 464,67 480,25
it} Yearly Average 436.03 481.16
b, Annual Percentage Changes in

il Cansumar Price Indax for
Dhaka Middle Income Famihes®

a) Point to Point +12.80 +5:80

bl Yearly Average +8,886 +10.36
iij Credit to Public Sector

jewcluding Gowvt.) +23.02 +9.64
iii) Cradit to Private Sector +21.27 +7.39

Source - i) Bangladesh Bank.
i} Bangladesh Bureay of Siatistics.
* Bosa = 1873 = 74 = 100,
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V., COMPARATIVE POSITION OF SCHEDULED BANKS

(Taka in crores)

Particulars i -
30.6.1986 | 30.6.1987
1. Bank Deposits (excluding inter-bank
items) 10.384.50 12.276.60
al Demand Deposits 2897430 318630
b} Time Deposits 741020 9.090.30
2. Borrowings from the Bangladesh Bank 227750 1,983.10
3. Cash in Tills 338.40 361.30
4, Balances with the Bangladesh Bank 675.B0 868,20
6. Balances with other Banks in
Current Account in Bangladesh 205.90 290,40
6. Money at Call and Short Notice
in Bangladesh 183.00 286.20
7. Scheduled Banks’ Investment ., 1,B55.20 2,279.30
a) Government Securities a956.70 1,258.00
b) Others 898 50 1,021.30
8. Bank Credit (excluding inter-bank items) 10,763.40 11.611.80
g} Advances in Bangladesh 1045640 11.289.10
b) Infand and Foreign Bills Purchased
and Discounted in Bangladesh 307.00 322.70
9, Credit/Deposit Ratio (excluding the BKB,
the RKUB and the BSB) 0.83 0.77
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VI. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH
A. Bank Rate and Scheduled Banks'Interest Rates on Deaposits and
Loans” Advancas
[Percant per emniam)
May 1, 1877 | Dctobar 18, | January 1 | Sept 16, Judy 1,
Farticubars i Del 15, 1880 10 Dee, 1985 1o | 1985 1866 10
1880 31,1984 | Sept 156, | dune 30 Juina 30,
s ar 1885 _15&5 1987
1 ) 3 d B a
1. Bank Ratn:
{Brngiadesh Bank's
manding s disgaunl
raki an 106 1o 11,258 10,75
2. Schedulad Bank's Intoreat
Antes on Deposits
i il Deposig mnd 4 {14 36 45" 45 4.5 45
Spactal Motice

Arcounis | 8. deposits
wari b avealile
mnei|ce

* Mo ini=rest on call deposits effeotve from December 2. 158Z

bl Snvings Bank Ascoudnis
{§ With chiequing 6.0 a1 85 A as nBE al L&
taaileies [upte July Bl BE ¥ 'Iﬂ.di: (] '|II:|.E::EI:I by 10 B4
at 1877
misd 4.5
froom Aug
1, 1877

= «ilip tural preas for accounts of ndivideaks anly with attect from July 1. 12584,
i In rural areas for pesaunis al insdwidisnis only affective from dapuary 1, 1885.

i Withoui chegiing ay 7.0 190 a100 ay 10,0 wl MG
Taintbes N?.TE' bl 110" b1V @ " b 1.0

{ Im rurnl aress for sooownts-of individuals enly with aftect from Dolabar 1, 1978

in rural arans {or socmerts of individuats ealy stfective from Jdonuary 1, 1985
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Vi. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN
BANGLADESH [enntinued)

{Percant per gnnumi

May 1.9877 1 October 18, | Jamery 1 | Sept. 16, Judy 1,
Particulars o et 16, [1880 1w Dac 198510 | 18850 THBE 10
1980 a1, 1564 Sept. 15, | June,d0, June 30
1985 15E6 1887
1 2 3 3 B B
| Fixnd Jor term) Deposita
i1 Far 3 morthe and a) 7.0 1200 1200 1200 12.00
over bul kess than mBE!
& monihs

In rurat areas for accounts of smdendusts onby wwith afbect trom October 1, 7878,

il For & months ay 1. & 13.60 13.0 13.0 125
and over bul Jess bl 8.0’ Elrectivea
than 1 waE from Jamn

17, 1987

1 Inorural geeas Tor accounts of indivicheals only the ate was 8.5% dunng Gocember 16,
1877 10 Samamber 30, 1878 which was raised 1w 9.0% affectiva from Ooodsr 1, 1874

i} 1 year and awer al BL26 14.0 14.0 14.0 1315
i leas than 2 yasrs 1H] 3.251 Effective
troms Jan

17, 18ET

1 In rural preas for accounts of indivduals anly with elfect from Decendsar 15 1977

w| For @ years aind B.25 14.5 145 145 1375
aver bul less than Eflective
3 yaarg fram Jan
17,1847

¥l For 3 years ard 1025 150 150 150 1425
OvEr Effucirgd
from Jan

17,1987
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VI. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH {continued|
{Percent pes annumi
May 1.1877 | October 16, | January 1 | Sept. 16, July 1
Particulars o Oet. 16, 1980 1o Dec 1898510 | 1886 1o 1984 1o
1880 3, 1884 Sapl. 15, | June, 30 June 30
1885 _WH _1931'
1 2 3 ] 3 B
dh Currant Ascoun il Nil Nil il Biil
3 Schoduied Banks
Intarast Rates on loans
and Advancas:
aj Export Credil for
traditronal liems & Jule
jute goods and lacge tea 105 124 ° 120 120 a0

i For all advances against jute including those relaung to iniernal rade, rete of
interest was 12.0% upto Dec, 25. 1984 Sinca then it is 12.0% lor external trade

lupte Juna 30,

bl Expor cradit fod
ran-traditional fems
intluding packel tap
anil pute carpel

105

5-{}1

1986) and 16.0% for internal trade

a0

a0

aug

Tha rate was 12.0% dunng October 18, 1980 1o July 4, 18982 which was reduced o
11 8% effectrve from July 5, 1882 and further to 9.0% with affect fram July 1, 1983

€] Export eredit for
3 non-traditionalitems
vz hight engiresring

and sfeciric goods,
handicrafts and hand-
loom products 106 9.0 1.0 70 70
(Effectsva tram
Jdudy 1, 1985)
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Vi. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN
BANGLADESH (ecomtinued)

|Percent par annom)

May 1,1977 | October 16, | January 1 | Sepl 16, July 1.
Farticulars 10 Det, 15, 1880 1o Dec. 18986 to | 19BE 10 1986 o
1980 31,1984 Sapt, 15, | June 30, Jdune 30
1985 1986 1987
] ] 3 4 3 B
d) Agriculiure d
including fores- = 160 160 Tano 160
1y and fishery
{inclucing sandi-
& charge)

The rate was 12L0% upto September 30, 1883, Thereafiar service charge at 4,08 ovar the
rgrmal intecest of 12% on short-term [upto 18 montha) loans and sarvica charge at 3% ovar
normal rate of 13% on other 1erm (more than 1B months] lsans are applied with offect from
October 1, 1283

o} Industry 10420 g 185" 120445 8pda0’
{Effactive
from Augus
1.1881
the rate
wirs 14.5]

3, Effective from July 1, THE3 the rate of inlerest on waorking capital loans 10 axson
oriented fish-lreezing unhis and expori-oriemed indusines operating  under
customs-bonded arrangoment euclusively for export sales would be 300,

4. In case of working capral finance o jute mills including jute spanning mills effecte
from. February 1, 1885 the financing bank would retund imterest @ 2.65% a5 per
prescribed procedure to the mills concerned as and whean shipment of the jute goods
wias effected.

5, The rate of interest on working capital leans 1 indusires (excluding ule indusinas}
&nd also the rate an term finance for industrial projects extended for a period of & years
and above have been reducad to 14.0% from 14.5% with effect from March 1, 1988
The rate of intorest on term Binaned for industoal progpecis extended for & penod of less
than & years would be 14.5% effective from March 1, 1986, The rate of interest on
working capital finance to jule millsand jute spinning mils was reduced from 14.6%

il

h 211



VI. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH reuntinued)
{Percem per annurmi
May 11577 | Oclobar 16, | January 1 | Sapl. 16 duly 1
Particulnrs fo Dt 15, [1BED 1o Dec 19485 o 1885 o 1986 o
THEO 317984 | Sepl. 15, | June 30 June 30
1985 1 986 1oy
1 F ] 4 5 il

to 14 0% with ellect from March 1, 1886 with the provigion that fimancing bank wou i
refund interest @ 2% as par prascribed procedure 1o 1he mills concerned 85 and when
ghipmant of the jute goods was eflecied, The rate of interest on working copiial leans
b jule indusiries including jute spinning mills was further reduced to 12 0% woef
Jurse 1, 1986 and 1l was decided that no refund of inerest would be allowed on
shipments made on or after June 1, 1986

. Tha rate of interesi on working capital loans 1o industries (excluding jute industries
and industries in the EFZyemained unchanged at 14.0%, The reie of interesi on
wiorking copital loans to jute industries (including jute spinning mifls) has bean
reduced 10 8.0% from 12.0%w.e . July 1, 1986. The rate of interast an working capaal
loans to industries in the EFZwith 100% Bangladeshi ownership would be B 0% w e i
October 1, 1986 The rate of interest for axport orented fish-freezing units &
expor-orlented indusiries remained unchanged a1 8%

fi For other indus- 130

trigs i less deve-

loped areas

4l Special Crodit

ih Loans given in
tha Speciad Eco-
ramiic Zong
(SEZ) of Chitta-
gong Hill Tracts
PN

TLS 120 130

100=135

{Datails givin
at subs-hesd B

1
5.0 5.0 50 -

i} Smsall loan Scheme,

apecial credit for = 130

salt growers self-
EToyImEnt pro-
grarmime, eid

130 130 130

Effeotive fram April 18, 1884 excapting the loans on wading purpose. The raie was
13% during October 16, 1980 to April 17, 1984
Serviee charge at 2% over the normal interess rate of 13% are appliad with effect from

April 1, 1984
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Vi. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH |continuedi
(Pofoant e annumi
May 11977 | Dewaber 16, | January 1 | Seor 16, duly 1
Particulars 1o Oet. 156, (1880 10 Dec EQBG 1o | 1985 o 1984 1o
T80 3. 1934 Sepl 16, | Jurne 30 dune 30
1885 1988 1347
[ ] 3 4 5 B
hi Loans for cone- -
truction of housas - a0 bO 5.0 80
W rural dréas {Rural areas
and urban areas effac—
tive from
Janury,
1984,
160 160 16.0 160
{Urban are-
as gllec-
tve from
Decombnr
22 1883)
i) Audvaricas for
intarnal tra- = 160 81180 160 160
ding purpose [EHectve  [upio Th 1, lekh)
from Dusc- b 18.0
seiibiar B, Excaeding 180 180
1287} T 1, lakh)
i1 Advances aga- -— 200 Effactwe from March 1,
inst FDR [Effective 1885 the rate s 3% above
frorm Dec- tha rate of interest
prmbar 1, allevesad on the relevant

1984 FOR uptn Tk, 1 lakh
Excessfing Th, 1 lakh the

intaraes] rate s 200%
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VI. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

B. Rates of Interest on Teem Loans ' @effect from July 1, 1988)

BANGLADESH

leantingead)

[Parcant per annum|

Dabt-equily | Devetopad/Lass | Leasi davalop- Foor indisgiries Smpil pnd
titio el oped areas wil Araps uging darnsagi- Gotinge
cally producied indusiries
capital goods
B0 a0 120 1140 1040 0o
T 3D 1340 1240 114 [sf rEspective o
dni-aquisty ratio
B 2000 135 125 115 At pach of
leadian of the
projest |

It was decrded on Ooteber 1, 12886 that the banks may realise sarvice charge [nm
applicable lor small and cotlags mdustries) on (eem loans 5l arate not exeeeding 2%

provided iha loans are extanded from their cwn resources.

" Deht-equity ratio of B0 20018 not appliceble for developad areas.
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Vi. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH

{ contimued)

C. HRates of imerests {or the Bangladesh Bank's Refipance  Countar Fananoe 1o

Seheduled Banks:

{Pescent per annuim)

Commodities Sagiors

Aates of interest
on Refinance as on

30.6 87

A Aefinanoe

T

i

{To the extent of 30% of
thie totsl credil exiended
by banks to the jute sechar|

Exgsori Credit for Loose Tea

[To the extent of 1T00%
autstanding sdvences lass
ovaerdues)

i} Pre-shipment Export Cradit

for Mon-traditional ems
{100% ol the pre-shipment
export finance of banks less
owerdugs)

i} Pre-shipment Export Credit

for three Mon-traditional
ltems only wiz., light engi-

nearing and alacirical gonds,

handicrafis and handloom
products (100% of the pre-
shipment export finance of
banks lass overduss]

2.5

.S

5.5

3B6
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VI. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN
BANGLADESH icortinsed)

C. Rates ol Interests for the Bangladesh Bank's Refinance. Counter-Finance 1o

Schedulad Banks:

{Pareent per annumj

Commuodities Seclors

Aates of inlerest
of Refinance as an
30687

4, Sugar Mills
(60% of the credil exiemnded
b banks to swgar mills)

&  Working Capital Loans to
Industries (50% of the credit
astandad by banks as working
capatal loans to indusiries estab-
lished on or after July 1, 1986)

i Export Bills
(To the extent of BO% and 100%
of the lis in respect of
traditronal and non-tradetonal
SRports respectivaly]

T, Dby Draww-back Credit Scheme (o
thie extent of 100% ol lgans
axtanded under Duiy Draw-back
Credit Schami)

B.  Term Loan for Project Finance
{Againsl term loans sanctionsd
om or after July 1, 1986 for
project finanoe)

8. Tannery Units
{BMRE linance of the existing
LEmrEry Wil 1o the
axtent of 100% of such finance]

1075
[Bank Raiel

10,75
[Bank Raie]

55

Frea of Intares)

2 percent bafow
the normal raie
of interesi
charged by the
hanks

10.75
[Bank Ratal
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Vi. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH

fcontimiedh

. HAates of Interests for the Bangladesh Bank's Refinance/ Counter-Finance to

Scheduled Banhs:

{Parceni par annumj

Commodities s Saectors

Aates of interest
of Refinance &s on
30,687

10

11.

100% of local currency
advances in SEZ of Chittagong
Hill Tracis Ragion

(Tha financing banks would
disburse these lsans af an
interest rate of 5% per ansam)

Refinanco under 104 Credin
Mo. 1066-BD

al  Upte Th: 5 fakhs
by Above Th. 5 lakhs 10 T 15 lakhs
cf Above Tk 15 lakhs §o The 30 lakhs

Counter-Finance

Governmen! Food Depariment and
the BADC (To the extent of

this toda| credit allocared by

the Bangladesh Bank)

1.6

50
6.0
1.0

10.75
{Bank Ratel
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VI. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN
EANGLADEEH chn[:ln:_;

. Aates of interesis for the Bangladesh Banl's Refinances Counter- Finance 1o
Scheduled: Banka:

{Appendix V| continaed
(Parcent por annwmj

Conpvniddities / Segtors Rates of interest
of Aafinance &5 an
0687

s Matri= of Interest Rates on Aefinance against Agricultural Loan

Rataa of Interest Refinance Scale in Percantage of Disburssmeant
o Refinance (in
parceniagal Commareial BSBELIDA Cradir
Banke B KB Mo, 1147-80
75 Balow 5O Ballow B0 Flar raie
BS &0 1o below B0 50 10 below B0 Of 8.5 for all
categories
8.5 B0 1o belawy B0 B0 1o below 26
10.75 B0 o 100 a5 1o 100
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VIl. BALANCE OF PAYMENTS
1985-86 1986-87
hames Fariod Incrore | In million | in crore | Inomillion
TE. Us % Th s 4
Expaoirtsif o) 2716.8 09 A064.3 1000
impartsjc & N -TOE5 1 -2364 -BO2E.0 -2B20
Of wihich | Food grains {~B56.01 =220y  [-833.1) (-272)
Trade balanos -4348.5 -1466 -4861.7 -1620
Services {nel) -374.0 125 4834 151
Infloers TI10 280 B2 282
Crutiiiwws -1151.0 -3B5 -12655 -413
Of which: Int. paymanis (-433.4) -145] {4503 -147)
Private Unreguited Transters 15693 535 18800 &40
Current aceount balancs -3163.2 -1066 -3438.1 1122
Aid disbursements 38114 1305 4351 .9 1557
Foosd 605 5 203 8004 225
Commodity 11841 3ng! 1238.% 405!
Prrojese) 21274 710 20626 a7
AMOITZANDA Paymants -348.7 -117 -AT18 164
Food crefts (ne| -18E€.8 -7 -254 0 -5
Borrowngs 448 15 - -
Hepayments 2457 87 Jad S=ti]
Trusst Fund -6 -25 -93.1 -30
Ajrcradt loan (nat) 44 -1 - 214 -7
Shart-1errm 1o BPC I0 1 ] A
Cihar capital -1a7 -4 -145.5 - 48
Errore and omissians 166 5 ~137.1 44
Crverall balancs 137.8 a6 2910 2151
Manaiary movements
i~ inerenss) 1378 AL =291 .0 -85
Bangladesh Bank -189.4 - B3 236 & =
Foreign aachange -188.7 -3 -6156.7 ~HN
Listwlitias -0.7 - a7ra3 124
24 which Fund
credit i-8.861 -3 (5005 {163
Commaercanl banks 515 17 -E 6 -18
=t 122 a4 - 127 -
Liahilines 3.3 13 -418 - T4

1 Includes B sty 8 3 moond 2 moin 18E5-86 and 128887 respect valy
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Vill MERCHANDISE EXPORTS (RECEIPTS)

1985-86 1986-87
Commuodity Incrore | Im million | In crore | In million
TH: Uus & Tk, Us &

Total Exports loh) 2716.6 809 3064.3 1000

1. Raw juie 362.56 118 2877 87

2. Jute goods 1014.0 339 9065 298

3, Tea 103.8 a5 B9.2 28

4, Leather 2489 84 3455 113

5§, Fish, shrimps and frog legs 382.4 128 443.8 145
6. Maptha, Furnace ol and

bitumen 48,4 16 29.3 10

7. Readymade garments 4439 148 T91.0 258

8. Dthers 121.7 &1 1681.6 B2
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IX. MERCHANDISE IMPORTS (PAYMENTS)

19856-8E& 1886-87
Commodity Imgrore - | In million | In crore | In million
Thk. Us & Tk Us s

Total imports (c & f) 7065.1 2364 B026.0 2620

1. Food grains 656.0 220 8331 272

a) Rice {24.5] (B) (1BQ.1) {43)

b Wheat (631.5) 212y (683.0) [223]

2. Edible ail B ol seeds 354.0 118 3188 104
3. Petroleum crude and

petroleum products 2643 323 553.3 181

4. Cotton 1063 25 B4 27

5. Textile yvarn 145.6 49 1187 38

B. Fortilizers 306.5 103 478 13

7. Chemicals 4248 142 447 6 148

8. Cement 167.7 G 177.4 58

8. Capital goods Eother accessanes 20662 631 30707 1003

10. ihars 1874.7 627 23166 755

2



X. FOREIGN AID, EXTERNAL DEBT AND DEBT SERVICE

{In Million U.5, Dollar}

Particulars 1885-86 1386-87
1. Foreign Aid
al Gross Disbursement dunng the year 1,306 1,585
I3l Gross Commitment during the year 1,662 1,603
¢} Total Commitmeant since 1972 1%.383 20,986
d} Total Disbursement sinca TA72 14.011 15,6046
2. Debt Service 189 260
3. Dabi Service-Export Ratio 202 2358

Source | Planming Cammissmon

222



Xl. INTERNATIONAL RESERVES

fAmount in million)

Pariod | Total Reserves including IMF Reserve Position
{End-June Position} Amount in Taka I US Dollar eguivalent
1977-78 4048 269
1878-79 5940 383
1879-80 4053 275
1980-81 4523 2580
1981-82 2698 122
1982-83 B765 358
1983-84 13595 539
1934-856 11068 395
1985-86 14408 478
1986-87 22157 715
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Xl

EXCHANGE RATES

{Period Average of Official Rates)

FPeriod Taka par LS, Dollar
(&nnual Average)
1977-78 15,1168
1978-78 15,2231
187880 15,4800
1980-81 16.2586
1981-82 20.0652
1982-83 23,7953
1983-84 24 8437
188485 a6 GET4
1985-8B6 29,8861
1986-87 30.6294
(Monthly Average)
July 1886 3030
August " 30.30
S-EI'.HErnI:I-EII d EQED
Qotober " 30,30
Movember - 30,60
December & 080
Janudry 18987 30,80
February i 30.B0
March " 380
April - 30.80
MH'H 1] 2090
Jduna o 20.98
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Xlll. WAGE EARNERS® REMITTANCE

Remittance
Year/Pariod in Million In Crore
U.5. Dollar Taka
1977-78 101.98 164.16
1978-79 124.04 1BE B3
1978-80 24B8.84 38hn .45
1880-81 37874 B19.74
1981-82 412.38 B39.65
1882-83 G17.28 148016
1983-84 596,40 1491 .00
198486 43910 114654
1985-B6 B55.10 1661.11
1986-B7 G996 40 213625
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XIV. OFFICES OF THE BANGLADESH BANK
{4z on June 30, 1987
Head Office
DHAKA
Offices at
MOTIJHEEL (DHAKA)
SADARGHAT {DHAKA)
CHITTAGONG
KHULNA
BOGRA
RAJSHAHI

SYLHET
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XV. LIST OF SCHEDULED BAMNKS
(As on June 30, 1BET)

A, NATIONALISED BANKS (7)

al Commaercial Banks (4}
1. Sonall Bank
2. Janata Bank
3. Agrani Bank
4. Rupali Bank

b} Specialised Banks [3]
1. Bangladesh Krishi Bank
2. Rajshahi Krishi Unnayan Bank
3. Bangladesh Shilpa Bank

B. PRIVATE COMMERCIAL BANKS (9)

. Pubali Bank Limited.

. Uttara Bank Limited.

S Arab Bangladesh Bank Limited.

. International Finance, Investment & Commerce Bank Limited,
Islami Bank Bangladesh Limited,

. Mational Bank Limited.

- The City Bank Lirmitad.

. United Commercial Bank Limited,

. Al Baraka Bank Bangladesh Limited.

[T RN I o e T R S B

C, FOREIGN COMMERCIAL BANKS (7)

American Express Bank Limited.
. Bank of Credit and Commerce InternationallOverseasjLtd,
. Bangue Indosuez
. The Chartered Bank
. Grindlays Bask p.l.c.
; Habib Bank Limited.
. S1ate Bank af India

= @ bBtd R =
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