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Dmar Sir;
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CHAPTER |

TRENDS IN THE ECONOMY OF BANGLADESH

141 The economy suffered severe shocks during 1987-88 due to natural calamity. The
rate of growth af the esonomy which could be sustainad over the past few years suffered
a setback during the year due to devastating floods and palitical unrest. Repeated floods
from the beginning of the vear, which enpguifed wast areas of the country, caused
entensive damage to the pnncipsl food crop Aman paddy, livestock and physical
infra structures like dwelling houses, roads and maibways, communication system, elc
Industrial production also suffered a setback doe 1o political unrest in the country dunng
Movemnber, 1887 to March, 1988. As a result. the rate of growth In Gross Domestic
Produgt (GDP} deceterated from 4.4 percent in the preceding year 10 3.0 percent in
1987-88 and the efforts for increased mobilisaton of domestic resources also receved
sethack

| B Production in the agricultural sector, which had recorded a growth of 3.1 percent in
1986-87, increased by (0.7 percent durnng 1987-88. With a view 0 recouping the losses
caused by the floods; the Government made all out efforts o implemeant a comprehensive
post-flood rehabilitation programme which included free distribution of seeds and
seedlings among the farmers and armangements for adeguate credit by reiaxing the
restrictions imposed earlier and rescheduling the repaymant instalments of the outstand-
ing loans: Although this helped substantially to repdenish the loss of the transplanted Aman
crop as well as to augment the production of Boro paddy and other winter crops, total
outpuf of foadgrains in the country dunng 1887-88 stood 36 thousand tons kower at 164.61
lakh tons, represanting a shortfall of § 0 percant as compared to the target of 175,00 lakh
tons for the year under reviewy, Output of jute and cotton dunng the year declined by 13.9
percent and 17.5 percent to 47 lakh bakes and 33 thousand bales respactively as campared
10 thair levels in the preceding year. On the whole, contribution of the agricultural sector to
GDP declined from 49.2 percent in the preceding year to 48.7 percent in 1987-88, Growth
parfaormance of the industnal sector also sutfered a substantial setback during the year.
The rate of grawth in the industrial sector deckined from 9.5 percent in the preceding vear
1o 4.0 percent in 18987-B8. The construction sactor, however, recorded 8 higher growth
rate of 9.8 percent during the year as compared o 8.0 parcent in 1386-87. Growth In tha
power and gas sector, on the other hand, decelerated to 14.9 parcent from 16.7 percent in
the preceding vear. However, the combined growth rate of the other sectors increased
from 4.5 percent in the preceding vear to 5.0 percent n 188788
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1.3 Although the desired growth rate could not be achieved during the year, the effons
for implementation of structural adjustment measures were continued for strengthenng
the dynamic forces which are important for the growth process. With a view 1o kesping
the overall price leveal at the desired lavel in the face of an expangionary trend in Broad
Money at tha vary beginning of the year, the scheduled banks’ Cash Resarve Reguirement
with the Bangladesh Bank was raised from § percent to 10 percent at the end of October,
1887 Af the same time, the rate of their Liquid Asset Regquiremeant was also raised from
20 percent 1o 26 percent. Bul for adoption of these measures, the rate of expansion of
Broad Maney which was 183 percent during the year could have been evan higher. Tha
main reason for the higher rate of expansion in Broad Monay than the projected rate of
16.5 percant during the year was the net surpluz of Tk, 437,50 crores in the foreign sector
against the projected amount of Tk, 159.00 crores. With & view to enabling the banking
sactor to provede adequate finance for revival of aconomie activities after the floods, the
Bangladesh Bank relaxed credil restrictions in selected areas and facilitaled creds
arrangements for the priorty sectors through its refinance windows. As a result. the rata
of expansion in domestic credit increased to 13.2 percant duting 1987-B8 from 7.7 percent
in 19687, This was, bowever, |ower than 147 percent projected for the year,
Motwithstanding prevalence of fairly strang inflationary expectations in the face of tight
supply situation caused by the floods, continued efforts 1o keep the phce level siable
throwgh cautipus monetary and credit managemeant and a record import of 29.22 lakh tons
ot foodgraina helped contain the rate of price-intlation at 11.4 percent dunng the year.
Total import payments increased by § 367 milion or 14.0 percent to § 2,887 million during
tha yaar dueg mainly 1 the increasad import bill of 277 million for foodgrains. Total expornt
eamings during 1967-88 recorded an increase of § 1868 million or 18.6 percent 10 §1,186
million due 1o increased receipts from non-traditional exports, particularhy from readymade
garments. Daspite some increase in nat deficit in the trade balance, the overall balance of
payments recorded a surplus of § 158 milken dunng the year under review dua mainly to
the Increase of $ 299 million In net ecepts under ‘unreguited transfers’ . Convertible
foreign exchange reserves (including resarves with the IMF) remained at comforiable
levels duning the year. The level of foreign exchange resenves which had stood at § 716
millign at the end of June, 1987 incressed to § 866 million by the end of Juna, 1988, In
arder o boost the country's exporis. by mainiainng the exchange rate of Taka at
competitive levels, the Taka-Dollar rate was refived three times during the year. As a
result, the Taka-Dollar exchange rate depregiated by 1.6 percent ta Tk. 31.50 per UL
Dollar at the erd of June, 1388

structural Adjustments and Supportive Measures
1.4 The three-vear comprehensive programeme for structural reforms of the acongmy

which was initiated during 1886-87 under the Structural Adustmeant Facility (5AF) of the
International Manetary Fund continued during the year under review.



1.5 Allout afforts for mobilization of adegisate domestic resouceas for implementation
of the country's development programmes continued during: the year undee review, A
number of new fiscal measuras were adopted in the national budget for 1987-88 to yield
additional revenus of Tk, 416,00 crores. In order to make good for the shortfall in revenue
receipts that emanated from the adverse situation created by the natural calamites,
certain measures ware adopted which, inter alia, included: (i) imposition of & parcent
surcharge on income lax! (i) collection of additional surcharge of 5.1 percent on excise
duties in respect of selected itemns; (i) deduction of 4 parcent reélief and rehabilitation lawy
from dividend’ interest mcomes on balances in savings and fiked deposit accounts; and
livl a 4 parcent lewy on telex and walephone bills. In addition, some measures aimed a1
better husbanding of rezources and rationalidation of taxes were alzo taken during the year
under review, These, inter alia, ncluded: reduction of current expendiures in certain
sectors by 8.5 percent; reduction of revenue expenditure on account of subsidies as far as
possible; fulkcost pricing of public sector products including gas. electricity and
agricultural inputs; targe! onented use of the Food for Works Programme; rationalisation
of the different tax rates; strengthening of the tax administration, etc Despite these
measures. the Annual Development Programme for 1987-88 had to be pruned by
Tk. 385.39 crores or 7.8 percent. In the last two years' budgetary programmes, the fiscal
MEasuras weare nol menely used as instruments for rasing revenue; these were alsg
coordinatad with other economic policies.

1.6 In order 1o encourage investment in shares of companies, the rates of taxes
pavable by compapies were lowered by 5 percentage points. Besides, all dividend
incomes of shares, other than companies, were exempled from payment of taxes
Investiors in shares of prvate companies will alsg be entitled o enjoy this facility of fax
exemption provided sich companies are converted mto public limited companias within
two vears from July 1, 1387, In order 10 encourage channelisation  of resources from
unprocuctve sactars into the productive sectors, income of any size declared by an
assesseas, other than & company, under the head ‘Income from Other Sources’ in the
Income Tax Return for the assessment year 1987-88 were made eligible for assessmant
without any accountability aboul the source of such incomes on payment of income tax at
the rate of 20 paroent.

1.7 In keeping with the axpansion of the scope and importance of the privale sectar,
necessary reforms were camied out in the export, import, menetary and industrial policies
of the country, Liberal provisions were made for increased import of industrial raw
materials and finished goods in the impart Policy for 1987-88. In addition, the Negative List
was substantially reduced and rastrictions on impart of other items were relaxed. A large
number of items covered under 48 ITC nemenclatures in the Megative List and 28 ITC
nomanclaturas in the Restrioted List wera made aligible for impons. [tems not coverad by
the Megative or Restricted -Lists, but incleded in-the PassBook of industnal enterpnses,
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wete allowead 10 ba imporied withGul any quantitative restrictions. Moreower, in grder 1o
meet special needs of the industrial sector, arangements for import of contraband items
ware alto made subject o prior approval of the compatent authority.

18 A number of steps wera taken for expansion and diversification of exports during
198768, These included, incorporation of some new export commodities under the XPB
Scheme, enhancament of the rates of the XPB entitlemeant in respect of certain itama,
inclusion of a few axpont commodities under the purview of the Duty-Drawback Schamae,
refixation of the rates of duty-drawback as and when necessany-and provizgion for cash
subsidy to the garments industry.

14 Effarts were continued dunng the year under review for creating adequale
facilitiesfincentives for boosting Investment and production in the private sector,
especially in the exportoriented industries, With a view to achieving the objectves of
current industrial policy of the country, implementation of varicus strategies and maasures
were strengthened dunng the year under review. Comprehensive adjustments in tax rates
were made in the budgetary programme for 1387-88 1o provide protection to and facilitate
expansion of some indigenous industries, such as, steel and engineearing, textile, chamigal
and tranzport. Customs duties and sates tax on impen of industnal raw matenals were
substantially reduced. The time limit for availing of accelerated depreciation allowance for
invastments in iIndustrial machinary was axtended Tor a further panod of three years fram
July 1, 1887 For encouraging development of small and cottage industries (S01s] in the
country, the scope and definition of such industnes were further widened by raising the
maximum ceiling of invastmant in machinary from Taka one lakh to Taka threa |akhs,
keeping the axisting facility for axemplion of excise duties unchanged. The policy for
extension of bank credit to the small and cottage industries on a prionity basis and at a
concessional rate of interest was also pursued durng the year under rénview. Provisions
were made for extending credit upto Taka 2 lakhs for setting up small and cottage
industries to individual entrepreneurs with special skill and technical know-how and upto
Taka & lakhs to a 'group of five" of such entrepreneurs. Besiges, the Bangladesh Bank
extanded its approval (o the propasal for setting up a small ndustries bank amed "Bank of
amall Industries and Commnerce, Bangladesh Limited” on conditon that 50 percent of its
loanable funds will be sarmarked for the small and cottage industries  sector.

1.0 In order to-attract fareign private investmants, the Investment Schedule under
the current Industnal Policy has been further liberahsed. The work relating 1o 8 programme
for devalopment af proper infrastructural facilities was taken in hand in tha Chittagong
Export Processing Zone, the firsi project of the Bangladesh Export Processing Zonas
Authorty (BERZA), which was set up for providing an ideal environment for foreign direct
irvestments in the country. The decizion in prncipla has also been taken for selling up a
similar Export Processing Zona in the suburb of Dhaka city.



LA With a view to protecting the econonmy from the harmful effect of smuggling, the
Government has formed an Ant-smuggling Commities at the national level. Besides, a
Central Task Force alongwith four other Regional Task Forces have been constituted for
suggesting appropriate actions. Some legal refdrms have also been carried out to curb

smuggling.

112  Under the Financial Sector Reforms Porgrammie, importance has been accorded
o the task of making aliout efforts for recovering the stuck up advances of nationalised
commercial banks 1o help them restructure their capital. Simultanecusly, the Inspaction
Departments of the Bangladesh Bank have heen gearea up to keep careful watch for
ensuring strict complance of the instructions issued by the Bangladesh Bank to the
scheduled banks and other financal institutions.

Maney, Credit and Price Situation

113  The monetary and credit policies of the Bangladesh Bank dunng 1987-88 were
formulated and implemeantad after making pragmatic assessment af tha on-gaing situation
with a view 10 ansuting adequate cradit flow to productive eciivities, keeping in view tha
need for maintaining price situgtion under control. Arrangements were made for increased
bank credit by relaxing the restrictions imposed earlier to ansura adequate flow of finance
for implementation of the Post Flood Agricultural Rehabilitation Programme which was
designed to recoup the crop losses caused by the floods Special nstructionsfadvioes
were given to the banks for ensuring supply of necessary credit for augmenting industrial
praduction and expanding exports. In the case of the readymade garments industry, banks
were allowed to sanction L.C/C.C mits for three months at a tme on the basis of
production capacity of the respective industrial units and, in special cases, for longer
pericds bazsed on satisfectory banker-Ccustomer relafionship. In respect of sanctiohing
working capital loans to industrial projects for a period of 3 months and over, for opening
back-to-back L f Cs exceeding Taka one crore, the requirement for pror approval of the
Bangladesh Bank was waned, Besides, banks were permitied to decide on their own
about L / C margins on the basis of banker-customer relationship fram July 1, 1888. This
was done with the objectve of allowing operation of the economy by natural forces
through gradual dismantling of credit and other restrictions in financial management.

114  In spite of allout efforts for augmenting the flow of credit to the productive and
priority sectors to accelerate the pace of economic activities of the country, the expansion
of credit dunng the first quarter of the year remainaéd belovy the desired level. As a result of
the extensive damages caused by repeated floods at thebeginmingof the yeardisposable
income in the rural areas declined and, conseguantly, the overall effactive demand
remained deprassed during the year. Slower than expected growth in imports.despite
substantial liberafisation of the import policy and a comfortable resenves position, impaded
the desired expansion in bank credit. Efforts at enforcement af discipline in respact of



extension and repayment of agnoultural and mdustrial credit also influenced the expansion
of bank credil. Az aresull, the problem of excess liquidity of the banks which had cropped
up last vear continsed dunng the year under review, Total excess liguidity of the banks
stood at Tk.B84 84 crores or 7.0 percent of their total deposits as on Septembser 24, 1887,
The statutary Liquidity Asset Requirament of banks together with their Cash Reserve
Reguirement with the Bangladesh Bank were increased simultanecushy from 20.0 percent
and 6.0 percent 1o 25.0 percent and 10.0 percent respectively ot ther total deposit
liabilities with affect from Oclober 28, 1987 1o forestall the possibility of the exoess
higuidity of banks acting a3 & source of inflationary pressura in the economy in the wake of
the floods. This was for the first time that cash reserve requireément with the Bangladash
Bark haz been used a5 a measure of credit control in Bangladesh, Provisions ware,
hicweaver, made for peyment of interest on the sdditional 5.0 percent cash reserves with
the Bangladesh Bank initiakly at the rate of 2.5 parcent and at 5.0 percent with effact from
harch 1, 1988,

116 The rate of inflation increased somewhal during 1887-88. Pressuré on prices
started mounting from the middle of the first gquarter of the year under review. The
pressure on prces intenzified due mainly to shortage of supply caused by exiensive
damages to crops by flopds, slowdown  in industrial production on account of politcal
unmest and disruption of transport J distribution. network, The rate of price-inflation as
measured by twelve-month average of the consumer price indices for middle income
families In Dhaka city increased by 11,4 percent dunng the year as compared with the
increase of 10.4 percent during the preceding year.

Balance af Peymeants Situstion

1.16  Deficits in the country’s external trade account increased dunng 1887-88 as
compared to the preceding year. The sira of daficit in the trade balance increased by § 181
rillicn o % 1,801 millicn dunng 18987-B8 as compared 1o the defict of 5 1,620 millicn
during 1886-57. The deficit in the trade balance during the year widened mainky because of
a record import of foodgraing and other essential commoditias under cash as well as aid 10
cope with the exigencies created by the floods. Payments: for import of foodgrains
increased by § 217 million or 79.8 percent to $ 489 million. Though payments for import of
petroleurn and petralaum products, camant and textile vam declined somewhat and those
for capital goods including eccessones declined substaniially, import bills for fertilizers,
cotton, edible oil and oil seeds and other items increased by $ 311 million or 28.7 percent.
Export sarnings recordad an increase of $ 186 millon or 18.6 percent 1o § 1,186 millkon
during 1887-88. The share of non-traditional items in total export eamings increased from
§7.8 percent in the preceding year to 66.1 percent in 1987-88, On the other hand, dus o
deckne in garmings from raw jute and jute goods by 13.4 percent and 5.4 percent 105 B4
million and $ 280 million respactively, the share of traditional iterna in total export eamings
came down trom 42 2 percent in the previous vear to 33.9 percent duning the year under
reniEny,



1. 77 Inspite of increased deficit in the external rade balance, the overall balance of
payments recorded a larger surplus of § 168 million during 1987-88 as comparad to the
surplus of 95 milion during the preceding vear, due mainly to higher net recespts under
‘unreguited transfers’. Aeceipls under "unrequited transfers’ increased by £ 259 milfion
which included increased contribution of $ 41 million or 13.7 percent of remittances from
the Bangladeshi wage earners abroad (total remittances stood at § 737 million). Higher
export eamings from readymade garments 8s also reduced deficit in the 'serices
acoount’ due ta increased receipts under the heads “investments’ and ‘other goods and
services” also made indirect confributions (o the higher surpdus in the overall balance of
payments,

Shart-twerm Prospects

1.18  Although the International Monetary Fund, in its forecast for probable develop-
ments in the word econcry in 1988 and 19B9, exprézsed =ome oplimism for
improvement in certain fields of international economic and financial environment, the rate
of growth in primary exporting developing countrias like Bangladesh has been projecied to
decelarate. Unlezs growth rates in developed countries: pick up substantially, the
expansion of workd trade as well as flow of iIntemational aid are likely o remain subdusd
wihich may stand in the way of achieving satisfactory growth rates i developing countries
like Bangladesh. Total debt-service habilities of Bangladesh, excluding those for drawangs
from the IMF, shart-term credits and commercial and food credit, stood at 23.6 parcent of
gxpart earnings dunng 1987-88. There is need to be caufious about the increasing
debt-zarvice liability -

1.18 |nview of the colossal damages to the economy caused by the unprecedented
fhoods at the beginning of 1988-89, the possibility for achieving the desirad growth ratesin
agricutture, industry and in the overall GDP appears to be slim.



CHAPTER Nl

THE MAJOR SECTORS

Gross Domestic Product

21 According 1o the preliminary estimate of the Planning Commission. the Gross
Domastic Product [G.D.P} increased by 3.0 parcent during 1987-88 as compared to the
increase of 4.4 percent during the previous year. Due o extensive damages caused by
devastating floods, agricultural production increased by 0. 7 percent during the year as
Hmnstﬂmrﬂ:ma‘s‘enfﬂ 1 percent in the preceding year, The rate of increase in industral
production dechined from 9.5 percent in the previcus year to 4.0 percent In 195788 due to
poliical unrest and prevalence of depressed effective demand in the country. The
"Construction’ sector recorded a higher growth of 8.9 percent during 1887-88 as compared
o 8.0 percent in the preceding year. Growth in thi "Power and Gas’ sector daclined from
16.7 parcent in the preceding year to 14.9 percent during 1987-88. The rates of growth in
other sectors during 1987-88 were: ‘Public Service” 37 percent, “Transport and
l:m'rn“nr.ml:atm 8.5 percent, "Housing’ 2.5 percent and Trade and Cther Services' 5.0
parcent,




Agriculiesl Seclor

2.2 Qutput of agncultural crops, particularty of jute and cotton, declined substantialhy
during 1987-88. As a result, the averall growth rate of the agncultural sector during the
yaar was anly 0.7 percent and the contribution of this sectar 1o GDP declined from 49 9
percent in the prenaus vear to 48,7 percent during the year under report. Production of
Aus and Arman paddy declined by 1.36 lakh tons and 5.78 lakh tons to 29.93 lakh tons and
76.89 lakh tong respectively due 1o damages caused by floods. However, as a result of
impiementation of post-flood Agnoultural Rehabilitation Programme, Boro production
Increased by 7.2 lakh tons 1o 47.31 lakh tons. On the other hand, output of wheat
declined by 43 thousand tons o 10.84 lakh tons. Consaguently, lotal output of feodgrains
in the country stood 36 thousand tons (0.22%) lower at 164.61 lakh tons as compared 1o
the level recorded in the preceding yvear and was §.0 percent below the target of 175.00
fakh tons for the year, Raw jute production during 1987-88 dechined substantially 1o 47.0
lakh bales which was 13.9 percent lower than 54.6 lakh bales produced In the previous
year, However, output of other agricultural crops, such as pulses. oilseeds. polatoes,
tobacco, sugarcane and tea recofded some increase during the year.

industrial Sector

2.3 Rate of growth in the industrial sector, though expected 10 be higher than 2.5
percent achseved in the previous year, declined to 4.0 percent dunng the year duga mainky
w0 reduction of etfective demand in the rural economy as a result of devastations caused
by the fioods, and interruptions in production owing 1o palitical unrest. Cespite a lower rate
of growth, the share of mdustrial sector in GOP increased marginally fram 8.7 parcent in
1986-87 to 9.8 percent In 198788

24  Qutput of major industrial commodities showed @ mixad trend during 1987-88
Commodities which recardad ncreagsas in autput during tha yvear were: cotton vam {3.0%
to 10:256 crote pounds), cotton textiles (3.2% to 6.771 crore yvards), newsprnt (6.4% to
50.00 thousand tonsl, chemical fertilizers {43.6% to 14.09 lakh tonsh, tea (1.5% to 40,86
million kgs.), natural gas (17.4% to 4,175 million cubic metra) and transport eguipments
(1.7% to 28,213 MNos). On the other hand, items whose outputl declined were | jule
manufactures {2:2% to 5.70 lakh tons), chemicals (8.3% 10 22.00 thousand tong), paper
(2.3% 1o 42 00 thousand tons), petroleum products (2.7% to 9.50 lakh tons), steel (12 8%
10 1.84 lakh tons). cigarettes (5.0% to 1,403.10 crore sticks), matches (7.4% 10 1.38 lakh
gross boxest and sugar (2.29% 1o 178 lakh tons). i

256 I order 1 aceslerate the pace of industrialisation in the countny. kESping in view
the ohjectives and strategias of the Third Five Year Plan and the Industnal Policy of 1966,
provision for specaal tacilities in the fiscal concessions, supply of necessary credit at
concessionary rates of interest and arangements for ather financial and nstitutional
tacilites were rmaintained .and further streéngthened during the vear. A numbear of
Suppartive measures were incorporatad in the national budget of 188788 for develop-

* In At 1ons
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rment and expansion of domestic Industries. Rates of duties on import of necessary aw
migterialz 'and spares by the steel and engineering, textile, chamical and road transport
industries wera substantially reduced to foster their development. Duty rates on impart of
ravy materals by cerain impor substitution Industnes ware akso reduced white for
discouraging import of items manufactured by these industries; either the relevant duty
rates were increased or their imports were totally banned, The number of items included
in tha Negative List wara substantially reduced. making them imporable by the industnal
sector |n order to channelise resources from unproductive { illegal activities to productive
investrents in the private sactor, ingama of any size declared by an assessee other than a
comparny under the head ‘Income from Othar Sources” in the Income Tax Raturn for the
assessment year 1987-88 was made assessable wathout any accountability about the
sources of such Incomes an paymeant af T atl the rate of 20 percent. With a view to
enpouraging investment In shares of companies all dividends payable 1o tha shars
purchasers ather than companies. were exempted from payment of t@xes. Share
purchasers of the private companes would also enjoy the above facility of tax examptionif
such companies dre converted into public mited companies within two vears from Juby 1,
1887, In additeon, the rate of income taxes pavable by a company was reducad by B
percentage points dunng the yesr

2B The wide range of cradit and other financial incentives which were aiready in foroe
for the industrial sector in gereral, and for export oriented and small and cottage industries
in particular, such as provision for concessional bank finance, insurance prémia and
transport charges as well as rebate on income tax in respect of export commoditias and
priority in extending credit 8t concessional rate of interast for the small scala industnes.
et were maintainad and furthar consolidated during the year under reporl. Banks were
zpecially ingtructed 10 ensuTe Necessany working capital loans to the established industral
units, Refinance facilities were provided by the Bangladesh Bank at the Bank Rate 1o the
financing banks against thair working capital loans not exceeding 180 days to Industrial
projects which commenced operation on or after July 1, 1886, Banks were advised 1o
extend B0 percent of the credit as fixed capital and 50 percent as working capital 10 the
small and cottage industrial projects. Provisions were made for extension of credit upto
Tk, 2 lakhs to each entrepreneur and upta Tk, 5 lakhs for a ‘group of five' Raving special
skills and technical Know-how in the 2mall and cottage indusines sector with a debt-eguity
ratio not exceeding 80:20. In addition, for the purpose of extending exemption of excse
duty, the definition and scope of small and cottage industries wera furthir widened by
enhancing the maximum ceiling of investment in machinery of these industries from
Tk.1.00 1w Tk 3.00 lakhs.

27  Some mstitutional reforms were also made during the year for developmant and
expanzion of the industrial sectar. With a wiew te ensuring adeguate credit for financing
exports, an "Export Credit Cefl' in the Bangladesh Bank and "Spacial Unitg’ in the
commarcial banks were set up. The activities of the 'Expont Credit Monitoring Committes’
headed by the Gowvernor, Bangladesh Bank which was constituted last vear, were
strengthened The Bangladesh Bank also aave {15 consent in respect of setting up of a
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new bank named “Bank of Small Industries and Commerce. Bangladesh Limited.” In crder
to imprave the productive capacity and efficiency of public sector industnes, the process
of forming "Holding Companias’ In zelected natonalised industrial unitz with private
participation confinued during the year

28 The sacond phase of work at 8 cost of Tk.60.00 crores for infrastructural
development of the Chittagong Export Processing fone (CERS), which was set up to
attract foraign investmants in the industrial sactor, was taken in hand during the year, The
decizion in respect of setting up of a similar Expont Processing £one in the outskirts of the
Dhaka city has also been taken. A total of 18 out of 37 industrial units approved for the
CEPZ went into operation by Juna-30, 1988, Total export eamings of these units during
1987- B8 ztood a1 & 14.98 miflion, On the bazsis of 25 percant value addition, the net foseign
exchange eamings from this source stood at $3.75 million during the year.

poie Seglor Outkay

29 The Annual Development Programma {ADP) for 1987- B8 onginally envizaged a
total public seci development outlay of TK.5048.00 crores. However, in the revised
ADP, the allocation was prured by Tk.395.39 crores (o Tk.4,650.61 crores due mainly to
lower than projected révenus receipls as a result of lower domestic production and
smaller import of dutiable goods in the weke of adverse circumstances created by the
floods, This was, however, higher by Tk, 137 23 crores or 3.0 percent than the revised
outlay in the preceding year's ADP. Of the total revised outlay for the year, the shares of
domestic resgurces and foreign aid were Tk.272.00 crores or 6.0 percent and Tk.4.371. 61
crores or 34.0 percent respectively, In the revised public sector developmant outlay of the
Annual Development Programme for the preceding year, the domestic resgurces and
foreign aid had stood at TkB11.81 crores or 18.0 percent and Tk.3.701.49 crores or 82.0

percant respectively,

210 The sectorai allocations in the revised ADP for 1987- 88 were as follows: Power
Tk.798.95 crores, Flood Control and \Water Aesources Tk B59.68 crores, Transport
Tk.468.55 crores, Industnes Tk.519.87 creres, Upazilla Infrastruciure and Assistances for
Upazilla Parishad Tk. 370,00 croves, Agriculiure. Tk.333.21 crores, Education and Religion
Tk, 261.45 crores, Qil, Gas and Natural Resources Tk,221.40 crores, Population Control
and Family Planning Tk.170.35 crores, Rural Development and institutions Tk.137.55
crones, Communications Tk.85.82 crores and Health Services TK.BE.99 crores. Allocations
for other hesds aggregated 0 Tk.Y38. 793 crores. Aliocations for sectars directly redated to
rural developrnent, such as Agriculture, Flood Control and VWater Resources, Upazilia
Infrastructure, Rural Devalopment and Institutions, Population Control and  Family
Planning. etc. together accounted for 33.8 percent of the total development outlay for the
year as against 30.0 percent in the preceding year.
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Investment in Private Sector [ndustries

211 In the privata sector, a total of 981 industral units (medium and large) wera
sanctioned and registered during 1987- BB with & total investment outlay of TkB39. 22
crores, which included a foreign exchange component of Tk.333 64 crores, This compared
with 8,254 industral units sanctioned and registerad for a total Investment of Tk 1,268 54
crores, including a foresgn exchange compenent of Tk 385 52 crores, in the preceding
year, The major industries sanctionad and registered during 1987- BB included: engineer-
ing industries (Tk.188.17 crores), chemicals, pharmaceuticals and allied industihes
{Tk.165.06 crores); textike industries [Tk, 168,36 crores); agro-based industries Tk 121.11
crores); printing. pubfishing, paper converting and packaging {Tk. 108.63 crores); food and
allied products {Tk.30.69 croresl; sernces industnes [Tk.25.01 crores); tannery, leather
and rubber products (Tk20.87 crores]; glass. ceramics and other non-matal minesal
products {Tk.15.71 grores), miscelianeous industres (Tk.9.55 crores) and industnes not
clazsified elsewhere (Tk46.13 craresl.

Food Situatian

213 Although the level of domestc production did not register any increase, tha
overall availability of feodgring in the country remamned generally satsfactory during
1287- BB. Total availability of foodgraing dunng the year stood at 169.43 lakh tons as
shown in Table 2.1, This was 1 63 lakh tons or 0.97 percent higher than 167 .80 lakh tons in
the preceding year. However, taking population increase into account, the daify per capia
availability of foodgraing dechined by 823 grams or 1.4 parcent from 441.68 grams in the
precaeding vear to 43543 grams during 1987-B8
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TABLE 2.1

PER CAPITA AVAILABILITY OF FOODGRAINS IM
BANGLADESH DURING 1886-87 AND 1987-88

{im lakh metre tons)

Sources of Availability 198637 198738
al Foadgrain

1 et Domestic Production
{After 10% Seed, Feed and

Wastages) 148 .47 184.16

(-0.22)

2. Total Off-take i 2503
[+18.01)

o3 Imternal Procurement 1.868 3. 7B
[4B3.47)

4 Total Availabilty {1+2-3) 167 .80 1689.43
{+0:97)

B Tatal Populaticn® {Million} 104.10 106.80
{+2.40)

. Per Capita Availabilty (gram per day) 441 .66 43643
-1.41)

Sooree: Minjeiry of Food.
* Bangladash Buresd ol Sacsies
Mote: Figures in parenthesas indicale parceniage cnangas over tho vaar

213 Despite satisfactony availability. of foodgrams: duning 1887-B8, pnces reconrded
wide fluctuations and ruled at significantly higher levels than in the preceding vear The
pressure on market prices of foodgraing intensified dug mainky o loss of crops and
intarryption in transport/distibution systems on account of floods, The average minimum
retail price of coarsa ree increased from Tk, 870.00 per quinta at the end of June, 1987 to
Tk, 804.00 per quintal at thae end of July, 1987, representing a 13.0 percent increass aver
the tevel a year ago. The flood-like situation created by heavy rainfatls during the period
from the last week of July to mid-August, 1987 not only caused damages to the ripe Aus
paddy and newly transplanted Aman crops but alsa interrupted the processing, movamant
and distnbution of foodgraing. Az & result, the prce-of rice increased further to Tk, 97100
par quintal by the end of August, 1887, In order to contain the uptrend in prices,
arrangements were made for emengency import of foodgraing both by the public and
private sectors, Although no import was made by the privete sector, 8 total amaunt of
11.14 lakh tons of feodgrains {including 10.42 lakh tons under cashl were imported by the
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public sector during September-November, 1387 During this penod, a total of 8.30 lakh
tons of fondgrains. consisting of 2.08 lakh tons for distribution through rationing, 1.48 lakh
tons for VEODNVGF Programmes, 119 lakh tonz for redief, 1.00 akh ton for open market
sales, 0.28 lakh ton for Food for Works Prograrmme and 1.38 lakh 1ons for other prigrity
sactors, was raleased from the Government stocks. As a resull, the price of nce came
down 1o Tk.B85.00 per guintai by the end of November, 1387, The decline was, however,
short-lived and, due mainly 1o reduced hanvesting of Aman crop, the price started soanng
again 1o reach the year's peak leval of Tk997 00 par guintal by the end of Februarny, 1986,
However, a5 a result of improvement in supply due 1o continuous imports in the following
manths. arrival of new wheat crop in the market and a better harvest of IrmfBoro crops, the
price declined somewhat to reach the year's lowest level of Tk 834,00 per guintal by the

end of May, 1888 A this level, the price was 195 percent lawer than the year’s
peak-lavel recorded  February, 19B8. However, the price again increased 1o Tk. 865,00

par guingal by the end of  Juneg, 1888, On the whole, the average minimum ratail price of
coarse nce dechned by 0.6 percent during 1987- 88 as against an increasa of 13.1 percent

dunng the preceding year.

14  In wew of the extensive damages to crops caused by the floods, the annual
target for import of foodgraims dunng T8E7-88 was revisad upward fram 20,00 lakh 1ons 1o
35.00 lakh tons. A total of 29.22 lakh tons of foodgrains (rice 593 lakh tons and wheat
23.29 takh tons) was imparted during the year as compared to 17.67 lakh tons (nce 2.61
lakh tons and wheat 15,06 lakh tons) imported during 1986-87

218  As a result of increased |mifBoro production following implementation of the
postflood Agricultural Rehabilitation Programme [aunched with & view 10 recouping the
crop loss due to the flopds, the imlemal procurement of foodgrains during 1987 B8
increased substantially to 3.75 lakh tons (nce 2.88 lakh tons and wheat 0.87 kskh ton) as
compared to 1.88 lakh tons [rice 1.37 lakh wons and wheat 0.51 lakh tonl in the previcus
year. The procurement prices of lmfBoro paddy, rice-and wheat which were fixed on April
22,1887 at Tk 536.00. Tk 82544 and at Tk.536.00 per quintal respectively remained
unchanged up o the end of the year, However, the procurament prices of Aman paddy
and rice fixed on January 10, T2E7 &t Tk 43680 snd Tk, 761.12 per guintal respectively
were ingreased to Tk B36.00 and Tk, 825.44 per guintal respectively on Movember 16,
1987

218  In order to contain the ypward trend in prices by saugmenting availahility, the
Government released sdfficent guantities of foodgraing in the market during 1987- 88
through different pubkc distribution channels: A 1o%al of 2503 akh tons of foodgrains (noe
4 68 lakh tons and wheat 20,35 lakh tons] was released from the govermment stocks
during tha year which incleded .54 fakh tons for the Food for Works Programme, 5.31
lakh tons for prionty sectors, 5.05 lakh tons through the rationing systam, 3,17 lakh tons
through WGF VGD Programmes, 2.47 lakh tons as relief and 2 06 lakh tons for sale in the



open market. This was 18.0 percent higher than 2121 lakh tons {rice 4.95 iakh tons and
whest 16.28 lakh tons) refeased during 1986-87

2.17 Despite higher releases, stock of foodgrains with the Government remained at a
record level of 14.98 lakh tons at the end of June, 1988 due 10 65 4 percent increase in
imports and 99.5 parcent increase In intermnal procurement. This was 99.5 percent Righer
than the stock of 7.51 lakh tons at the end of June, 1987.

Price Situation

218 The prassure on prices continued unabated during 1987- B8, Prices of a nurmber
of essential commodities recorded substantial increases during the year. This was
reflected in the Consumer Price Indices (CPIs) for middle incorme families in four principal
urban centres of the country, viz., Dthaka, Chittagong. Khulna, and Rajshahi. The "general
CP 1972 - 74=100} for muddle income familes in the above four centres increased by
gifferent marging during. the year. The twelve-month average of the consumer price
indices for mddla incarmé families in Dhaka city, which is often used as 8 measure of
price-inflation in the country, denoted an increase of 11.4 percent durng 188788 as
cormipared ta 10.4 percent i the: previous vear. One-a point-lo-paint bazs, however, the
index dencted an increase of 13.1 percent dunng the year as compared to B.b percent in
1986- 87, The increase in prices during the yvear was more pronounced in ‘nor-food’ than
in 'foad’ tems. The sub-ndex for food recorded an average increase of 10.8 parcent whila
that for 'non-fead” increased by 12.5 percent. The average CP| for rural people in Chaka
district recorded an increase of 8.0 percent during 1987- 86 as compared to the incraase of
14.1 percant during the previous year. On a point-to-point basis, the index denoted an
increase of only 2.1 percent as against tha increase of 13.6 parcent in the preceding year.

218 Asaresul of the combined impact of extensive damage 1o agrcultural crops by
repeaied floods, disrruption of transport and distribution channels and intermuptions. in
Industrial production due to political unrest, the overall supply situation deterarated and
tha pressure on pricas intensified. But for efforls at improving the supply position through
increased imports of 29.22 lakh tons of foodgrains (including emergancy import.of 11,35
lakh tons under cash foreign exchangel and of other essential consumer items, tha
prassure an prices might have increased further.

Congumer Price Indices

2.20 The 'general’ Consumer Pnice Indices {CPls) for middle income families in Dhaka
city which had steod at 490,25 in June, 1987 rose to 554.24 in June, 1888, indicating an
increase of 13,1 parcent over tha vear on-a point-to-point basis.The index had indicated an
increase of 5.5 percent during the preceding year. The increase in CPI during the year was

* Base | T873-74=100.
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shared by all the sub-indices. viz. 'food’ (+11.2% ta B45.18), fuel and lighting’ (+58% 1o
584.53), "housing and housenold requisites’ (+24.5% 1o 390.49), :;htHng and fmtm
r-l-mﬂmﬁ 33661 and mmmﬂm.m to Eﬁam

=3 *rﬁa “géneral’ CP for middle IReBTE: families in ﬂmmuunn increased by B8
pﬁ&ﬁfﬂ to'580.82 in 1967- 86 as compared 1o the Incréase of 6.0 percent in the previols
year. The increase was reflected in &l the siib-indices, viz. “food' (+9.3% to 584.18), ‘fuel
“and fighting' (+2.3% 1o 387.32). "housing and househald requisites’ {+E8.0% to )
clothing and footwsar' (+2.5% 10 311,97} and ‘miscelianeaus’ (+11.2% 1o 639.79)

222  The ‘general’ CPl for middle income families in Khuina went up by 8.9 percent to
531.66 In 1987-88 as compared to the increase of 6.7 percent in 1986-87, The Increase
was shared by all the sub-indices except ‘housing and househald requisites’ viz,, ‘foad’
[+10.3% to B41.3BL “fuel and lighting" {+11.2% to 608.49), 'clothing and footwear'
[+§2% to 355.19) and ‘miscellansous’ (+17.4% to 560856} The sub-index fer ‘housing
and household requisites®on the other hand, declined by 0.3 percent to 476.07.

223  The ‘gensral’ CPI for middle income families in Rajshahi rose by 8.8 percent to
517 54 during the year as compared to the increase of 68 percent in 1386-87. The rise
was shared by all the sub-indices viz. WHHE%ME\EE?Q} ‘elothing and footwear'
[+8.1% 10 347.79), ‘fusl and Hd'mrm [+33% to 70165} ‘housing and household
requisites’ (+0.1% to 529.00) and ‘misceflansous’ {+10.2% o 63743}
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Wages

224  \Wages for different categones of labourers in the country increased substantially
dunng 1987-88. The average of the ‘peneral’ index (1969-70=100) of nominal wages, as
comptled by theBangladeshBureau of Statistics, moved up from 1,086 in 188667 1o 1,204
m 198788, Indicating an increase of 11.0 percent over the year. The magnitudes of
increase indifferent sub-indices for wages during 1987-88 weare as follows @ "'manufactur-
ing” 7.8 percent (from 1,164 to 1,242}, ‘construction” 17.3 percent (from 1,122 10 1.316).
‘egriculture’ 13.2 percant (fram 941 to 1,085) and "fisheres’ 9.8 parcent [from 1,065 10
1.158). '

Savings and Investmenis

2,258 According 19 provisional estimates of the Planning Commission, gross domestic
savings at cument prices increased by Tk. 904 crores 1o Tk, 2,737 crores during 1987-86.
Gross domestic savings as a percentage of GDP increased from 4,24 in the the preceding
year 1o 5.67 during the vear under réport, Gross domestic investments at current prices
increased by Tk, 644 crores to Tk, 7,034 crores in 1887-86. The percentage share of gross
domestic investments in GOP decreased slightly from 15.00 percant in the praceding year
to 1458 percent in 1887-88.

18



CHAPTER Il

MONEY AND BANKING

Money Supply

31  Money supply (both My and Ms) incréased during 1987-88. Narrow Money (M)
expanded by Tk. 68610 crores or 16.0 parcent to Tk, 5,047.70 crores during the vear as
against the increase of 6.8 percent during the preceding vear. Broad Money (M)
ragistered an expansion af Tk, 2,543 20 crores or 18.3 parcent 10 Tk. 16,208.00 crores
during 1987-88 which was higher than the programmied expansion of 18.5 percent and
sctual increase of 16.3 percent during the praceding year. With a view to maintaining the
level of prices within the desified limit in the face of an increasing trend in Broad Monay
towards the beginning of the year, the rete of cash reserve requirement of banks with the
Bangladesh Bank was raised from 5.0 parcent o 10.0 percent with affect from October
29, 1887, Simultaneously, the statutory liquid asset requirement of banks was also
enhanced from 20.0 percent 1o 25.0 percent. These helped in easing the problem of
excess liquidity of banks to a substantial extant. But for these measures the rate of
expansion in Broad Money might have been even higher. The net surplus of Tk 437.50
crores in the foreign sector which exceeded the projected leveal of Tk 159.00 crores
played a major role in respect of the expansion in Broad Monay during the year,

Raserve hlﬂnw'

3.2 Reserve money increased by 36.2 percent 1o Tk, 5,057 50 crores during the vear
under report as compared to the increase of 14.4 percent in 1986-87. The substaniial
BXPENSIoN i resenva. money oocurmed due 10 doubbing of the rate-of cash resene
reguirement of banks with the Bangladesh Bank. This had, howsaver, a favourable effect in
reducing tha value of money multiplier. The value of money multipler which had increased
by 0,1 in the preceding year declined by 0.5 to 3.2 dunng 1987-88. As & result, Broad
Maoney grew at 8 much slower pace relative o tha growth of reserve moneay during the
year,

* ' Ressrveomangy = Curréndy oulside banks + schedidad bankz’ deposiiz with tha Bangladesh Bank
lincluding belancas In Wege Earnars’ Cleanng Accoums) + Cash in Ulls of the scneduled barks+ Depasits
af other financial institutions with the Bangladesh Bank,

Mote; Figuras: ralating 1o money and credit from Aine, 1887 and onwards @e calculated as per revsed secion
clesaification of 285 | end befors that the ligutes remaired unchanged &5 per old foematl. A a result, the
ravy figuires are not fully comparable with tha old figures.



Domestic Credit

33 The Bangladesh Bank relaxed credit control measures in specific arsas and
strengthened its refinancing programmes in the priatity sectors so as to provide adequate
mmmammmmmmaﬁﬂmmmwﬂumm
of expansion in domestic credi ine m 7, i""' htﬂ-ﬁ?h‘l:ﬂmm&min
198788, This was, however. fower th projected increase of 14.7 percent for the:
vaar,

mw'ﬁmmmmmmmw .
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34 WWWMMWMWWWHW-
mT&h&!El revealed that the main causes for expansion of Tk, 596 10 crores in monay:
supply during the year were: Increases of credit to the private sector (+Tk. 1,832.70
croresh and 1o the public sector {+Tk. 140.10 crores), surplus |n the foreign sector netl
|+Tk: 437.50 croreskand increase in other assets inet} (+Tk. 73.00 crores). These factors
Mammmmnﬁaﬁm&uﬂmrm“mmwmmwm
eombined contractionary forces arising out of the accruals in tme te {~Tk1,847.10°
crores) and decrease in credit 10 the Government Inet) (= Tk.40.10 crores). The causstive
factors of the changes in money supply are shawn in Table 3.1,
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TABLE 3.1

CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY

(Taka in crores)
A5 on Az on Changes
Particulars J0.65.68 30.6.87
1. Currency Qutside Banks 2.415.00 2.076,60 +339.40
2. Démand Deposits’ 2,632.70 2,276.00 +356.70
Total Money Supply 6,047.70 4,361,860 +656.10
CAUSATIVE FACTORS:
Expansion {+)
Contraction {—}
1. Governmeant Sector (Including Public) +100.00
i) Governmant [net) —40.10
il Public Sector +140,10
2. Private Sector +1,832.70
3. Time Deposits {increase —) —1.847.10
4, Foresgn Sector (Het) +437.50
5. Other Assets (net) +73.00
Total: + G860

*  |ncluding deposlts of non-scheduled banks with the Bangladesh Bank

35 Of the componants of money supply (M-}, currency outside banks went up by
Tk. 329,40 crores o 16.4 percent 1o Tk, 2, 415.00 crores during 1987- 88, while demand
deposits increased by Tk 356.70 crores or 156.7 percent to Tk, 2,632.70 crores. The
quartarly moverments of money supply and its components during 1B87- 88 are shown
in Tabéa 3.2
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TABLE 3.2

MONEY SUPPLY
{Taka in crores)

- Currency | Demand hhnuy cs :
Banks MY 1 inerease (+)

June 30, 1987 207560  2.276.00 4,351.60 -

September 30, 1887  2.328.70 233210  4,658.80 +307.20
December 31, 1967 2.244.00 2.851.00 5,095.00 +436.20
March 31, 1088 2,431.20 2,297.70 4,728.90 —366.10
June 30. 1988 2.415.00 rﬁlm 5,047.70 +398.80
—




3.8, Broad Money (Ml or total liquidity increased by 18.3 percent 1o Tk. 16,408.00

gmwﬂm1ﬁ?—mmmmwﬂwﬂuhmuuﬂaﬂpamntmmnptmm
year, Of the components of Broad Money, time deposits or quasi-meney rose by 19.4
percent, demand depesits by 15.7 percent and currency outside banks by 16.4 percent

W in the preceding year. mmmrmﬁmmfﬂ.w
_ﬂmﬂiﬁﬂnd curency outside banks in Broad Money stood at 70.2, 15.0 and 14.7
respectively at the end of June, 1988 as compared to 63.9, 22 2 and 14.5 respectively at
the end of preceding year. The changes in Broad Money (M) as also its different
companents during 1386 - 87 and 1987- 88 are shown in Table 3.3.



TABLE 3.3

BROAD MOMEY
{Taka in crotes)
June, June, June, ¥ thange
Particulars 1885 18987 1888 1986-87 | 1987-88
1, Currency Outside
Banks 1.863.10 207560 2.415.00 +6.2 +164
(2,074.80)
2. Demand Deposits * 28974 BO 2.278.00 283270 7.2 +165.7
(3,187.80)
3. Tima Deposits” 7,410.20 9.513.20 1136030 +227 +19.4
(9,080.30)
Total: 12,338.10 1386480 16408.00 +163 +18.3
(14,363.20)

*  Excluding Govemmant depasits with banks and inter-Bank Irms but including nan-schoduled Banks'
deposits with 1he Bengladesh Bank
Mote: Figures in beackiots ara on the bass of the oid foemat of SBS.
Income Velocity of Money
3.7 The income vebocity of money (GDP+ M} during 1887-88 declined to 2.94 from 3.01
in 198687 as shown in Table 3.4.
TABLE 3.4
INCOME VELOCITY OF MONEY

(Taka in crores)

GDP at Broad Income velocity
Year/Particulars Market haneny (Bl of Monay [Col.2+3)
Prices
1 2 3 4
1986-87 43,260 14,.353.20 3.0

198788 48,220 16,4048.00 284

" Prowisiondl.
Sowroe; Planing Cammission,
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Components and Sources of Resarve Monay

38  Reserve money or "High Powered Money' increased by Tk, 1,316.70 crores or
35.2 percent during 1987-88 as compared to the increase of Tk, 470,40 crares or 144
percent in the preceding year. Among the components of the reserve maoney, scheduled
banks' deposits with the Bangladesh Bank and cumency ocutside banks increased
‘substantially. Scheduled Banks' deposits® with the Bangladesh Bank increased by
Thk. 835.30 crores or 71.7 percent 1o Tk, 2,240.20 crores as comparad 1o the increase of
Tk. 323 .90 crores or 33.0 percent in the preceding year, This was due 1o enhancement of
1he rate of cash reserve requirement of scheduled banks with the Bangladesh Bank from
5.0 percant to 10.0 percent of their total deposit liabilities with effect from October 29,
1887. Currency outside banks increased by Tk.339.40 crores or 164 per cent during the
year, The same had increased by Tk.121.80 crores or 6.2 percent in the preceding year. A
sizeable surplus in the country's foreign sector and increasad refinance o the schedutad
banks by the Bangladesh Bank contributed to the expanslon of currency outside banks.
Increased borrowings of the Government from the Bangladesh Bank compared to the
prévious year also contributed 1o the expansicn of currency outside banks. Cash-in-tills of
the scheduled banks increased by Tk 41,00 crores ar 11,4 percent during tha year as
compared to the increase of Tk, 23.60 crores or 7.0 percent in the previous year

348 A comparative statement of the components of reserve mongy and (15 sources is
shown In Table, 3.5.

TABLE 3.5

GROWTH OF THE COMPONENTS OF RESERVE MONEY
AND ITS SOURCES

(Taka in cromes)
' | [vearly_ehange: increase [+) Decreaset]
P i - 1087-BB 188657
A Components of Resarve Money +1,315.70 +470.40
{+ 35.2] {4 14.4)
iV Currency Quizide Banks + 339.40 +7121 B0
(+ 16.4} {+ 6.2
il Deposits of Scheduled
Banks with the Bangladesh Bank® + 93530 + 32390
{+ 1.7} [+ 33.0]
iiil Cash in Tills of the Scheduled Banks + 41.00 + 2360
(+ 11.4) {+ 7.00

+ Ircating bafarcas in the \Wage Esffen’ Clesrng Accounts
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Particulars i Yearly changet Incresge (+) Decrease 1-1

. 198788 1986-67

iy} Deposits of Other Financial
Institutions with the Bangladesh Bank (0) + 1.10
- {+220.0)

B. Sources of Reserve Money
1. Bangladesh Bank’'s Claims on Account of:

{al Met Credit to Government +281.60 +163.70
{+ 103 {+ 8.1)
(bl Credit to Scheduled Banks +418.50 - 32540
{4+ 19.6) -13.3)

lc) Credst to Other Financial
Institutions + 19.80 + 10.30
{+ 2.3} + 1.2)
2. Foreign Assets (Net) +611.10 +268.20
3. Other Assets (Net) -16.30 +353.60
(- 1.4) (+25.1)

Mote:-Figues in the parenthoses indicate. percenags changas,

Bank Credit

310 The outstanding level of bank credit [excluding inter-bank items) of the scheduled
!::anks increased by Tk 2,114.30 croses or 18.0 percent during 1987-88 as compared to the
increase m_‘ Tk. 848.40 crores or 7.9 percent in the preceding yvear, Of the components of
bank credit, advances increased by Tk 2,028.40 crores or 17.9 percent while bills
purchased and discounted rose by Tk B5.90 crores or 22.4 percent during the the year.
The guarterly movement of bank credit is shown in Table 3.8,

26



TABLE3.E

BANK CREDIT
(Taka in crores)
Acvancas | Bills
Ag an Advancas Bils Total s %of | a8 %
Total | of Totsl
Cradit | Credi
Juna 30, 1887 11,340,680 J83.10 11.723.70 ga8.7 b e |
September 30,1887 11,445.20 407,50 11,.837.60 288 3.4
Decamber 31,1887 12,080.20 B48,50 12.806.70 857 43
harch 31,1888 11,978.80 B01.00 12.478.80 28,0 40
June 30, 1888 13,:368.00 488,00 13.838.00 56.8 3.4
Bake CREDMT

(™. TH CRDAER)

000
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Bank Deposits

P Bank deposits [excluding inter-bank items) of the schaduled banks registered an
ingrease of Tk, 2,175.40 crores or 18.4 percent during 1987-88 as compared 10 the rise of
Tk 1.892.10 crores of 18.2 percent in the precading year. Of this, demand deposits
increased by Tk, 356.70 cromes of 15.7 percant 1o T, 2,632.70 crores, while time deposits
expanded by Tk. 1,847.10 crores or 19.4 percent to Tk 11,380.30 crores. The quarierly
mavernent of bank deposits 5 shown in Table 3.7

TABLE 3.7

BANK DEPOSITS*

(Taka i crores)

Crarnpnd Time
Ag on Damand Tema Total deposits | deposits
Deposits Deposits Depossts®™ | g3 %of | ps % of
foal total
depogits: | deposits
-'Junu 20, 1587 2,278.00 8.513.20 TLE21.10 183 B0.5
September 30,1387 233210 8.781.10 1214270 8.2 806
December 31,1987 2.851.00 10,684.30 1363830 2141 788
March 31,1988 228970 10,502,890 12.812.10 178 BZ.0
June 30,1868 2.832.70 11,360.30 1389650 188 B1.2

e Jj

*  Exgluding Governmant depasis with banks and wviecbank doms.
** including resmicted deposin



Rural and Urban Deposits and Advances * .
1312 The share of rural deposits in total deposits sicod at 20.0 percent at the end of

June, 1988 a8 compared to 19.1 percent at the end of June, 1987. The share of bank
advances in rural areas increased from 23.2 percent at the end of June, 1987 10,73.4
‘percent at the end of June, 1988. In absolute terms, rural advances totalled Tk. 3.216.17
crores, while rural deposits amounted to Tk 3,132.49 grores at the end of June, 1983.
These compared with Tk.2,742.30 crores and Tk. 2,536.50 crores of rural advances and
rural deposits respectively at the end of June, 1987. The percentage distribution of hank
deposits and advances in rural and urban areas for the last fiva years is shown in Table 3.8.

-

* Data relaong June 30, 1986 are projected.



TABLE 3.8

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

T Fr“m'ﬂ. shate Hf FW il.f"r._uf
As on : Advances Deposits

Rural Irban Rural Urban
Juma 30, 18684 58 T4.8 171 B8
June 30,1885 85 71.6 1723 827
June 30,1888 287 73.0 18,1 B0.9
June 30,1887 3.2 T6.8 18.1 0.8
Juna 30, 1eB8* 3.4 78.8 200 80.0

* Dms relncrg 1o June 30,1988 &re peojecisd.

Credit /| Deposit Ratio

313 The credivdeposit ratio (excluding BKB, RKUB, BSB and BSBL) of the scheduled
banks which had stood at 0.74 at the end of June, 1987 decreased to 0.73 on September
30, 1887, However, the ratio increased to 0,74 and 0.76 on Decamber 31, 1987 and March
31, 1988 respectively and remained unchanged at 0.75 as on June 30, 1988

Borrowings of the Scheduled Banks
from the Bangladesh Bank

3.14  The Scheduled banks’ borrowings from the Bangladesh Bank increased by
Tk.598.80 crores to Tk.2,589.00 crores as on June 30, 1988 from the level of Th.1,890.40
crores as on Juns 30, 19487,

Scheduled Banks' Balances with the Bangladesh Bank
and Cash in Their Tills

3.15  The Scheduled banks’ balances with the Bangladesh Bank incressed by

Tk BB0.60 crores to Tk,1,785.20 crores, while cash in their tills rose by Tk.41.00 crores 1o
Tk. 402.30 crores durng 1987-88.
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Bank Rate

316  The Bank Rate remained unchanged at 10.75 percent par annum during 1987-88.

Interest Rates

317  As in the preceding years, an active interest rate policy was pursued during
1987-88. Keeping in view the rational and careful use of interest rate a= a tool for
encouraging savings, controlling infiation, stabilisation of prices and augmenting mobilisa-
tion of domestic resourcas, the following adjustments were made in the interest rates
structure during 1587-BB:

[} Interest on Deposits

a) The prevailing system of Savings Deposit Acoounts without cheguing
facility was abolished with effect from July 1. 1887 and, In accordance with
option of the depositors, such accounts were sither closed or convarted into
ordinary  Savings Deposit Accounts with chequing facifity or into Fixed
Deposits. The mta of interest on Savings Deposit Accounts with chaquing
facility was raised from 8.5 parcant to 8.0 percent per annum, whils that on
parsonal Savings Deposit Accounts, maintained by individuals in rural areas,
was fixed at 10.0 percent per annum.

] As par Government decision, a 4.0 percent ievy on interast or profit
payabla on all Savings and Fixed / Term Deposits maintained with banks was
imposed with effect from October 1, 1987 to raise funds for implementation of
relief and rehabilitation programme.

il  Rate of Interest on Export Credit

It was decided to allow refund of interast at the rate of 7.0 percent per
annum on export credit for raw jute shipped on or after Aprl 1, 1988 for 8
period of 3 months upto the date of shipment. Banks wera advised 1o directhy
apply interestat the rate of 9.0 percent per annum in respect of packing credits
far shipment of raw jute.

Rates of Cash Heserve and Liquid Asset Reguiremant of the Scheduled Banks
3.18  The excess liguidity problem of the scheduled banks that cropped up during the
second half of 1886-87 continued unabated during the beginning part of 1887-88. In order

to alleviate this problem, the schedulad banks were adwised by the Banpgladesh Bank 1o
increase their investments in debéntures of Sector Corporations slongwith stepping up of

i



efforts for channelising cradit to new areas of financing. In addition, banks were also
advisad to reduce. as far as possible, thelr borrowings by way of refinance from the
Bangladesh Bank. Inspita of ‘thesa steps, the ovarall effective demand in the country
remained depressed due to substantial reduction in disposable income of the farmers.
This, in turmn, slowed down the marketing of imported goods. As & result, deapite
substantial liberalization of the import policy and a satisfactory level of foreign exchange
resarves, the pace of growth in imports remamad rather slow which in turn restioled the
expansion of bank credit, In the fetd of agricultural finance, the use of Pass Books and the
condition for repayment of previous loans for obtaining new loan remained in force during
the yvear. Despite substantial relaxation of the restrictions imposed earler for ensuring
adequate supply of credit to the Tarmers under the post-flocd Agricultural Rehabilitation
Programme, disbursameants could not be made at the desired rate. Disbursement of
industrial credit by banks atso dechned as the policy to put restrictions on extansion of
credit and banking facilities to industrial enterprises which failed to repay their overdue
loans wes pursued during the yesr. Conseguently, the excess liguidity problem of
scheduled banks, particularly of the rationaized commercial banks, became exacerbated
With the twin objectives of reducing excess liquidity of banks and, at the same tima,
thwarting the possible threat to price stability in the wake of inflaticnary expectabons in
the flood revaged economy, the rates of cash reseryg requirement of banks with the
Bangladesh Bank together with the rate of their statutory liquid asset requitement wers
entianced fram 5.0 percent to 10.0 percant and Traom 20,0 percent (0 25.0 parcent of thair
total deposit iabilities respectively with effect from Ociober 29, 1887, The cash reserve
raquirement of the Bangladesh Krishi Bank, the Rajshahi Krishi Unnayan Bank and the
Bangladesh Shilpa Bank remained unchanged at 5.0 parcent, while that for the |zlami Bank
Bangladesh Limited and the Al Baraka Bank Limited was rased 1o 10.0 percent. Provision
wag made for paymant of interest at tha rate of 2.5 percant par-annum on tha additional
5.0 percent cash reserve of banks maintainad with the Bangladesh Bank. Subsequently,
considering the overall situation of banks, the rate of interest was raised 1o 5.0 percent
with effect from March 1, 1988. As no interest is payable for the additional reserves of the
banks running on lstamic principbes 3.8, the |slami Bank Bangladesh Limited and the &)
Baraka Bank Limited, the liquid asset requirement for them was kept unchanged at 10.0
percent. The Bangladesh Krishi Bank, the Rajshahi Krishi Unnayan Bank and the
Bangladesh Shilpa Bank continued to be exempted from the normal figuid asset
requirernant

Interest Subsidy (Export Creditl Schema

319  The rate of interest subsidy under the Interest Subsidy |{Export Craditl Scheme
introduced in May. 1983 for-ancowaging financing of exports - by banks remained
unchanged at 5.5 percent during 1987-88. Total amount of interest subsidy aliowed to
banks during the year on account of their financing of non-traditicnal expons stood al
Tk. B.06 crores,



Deposit Pension Scheme

420  The nationalised banks and some private sector banks participated in the Deposit
Pension Schame duting 1987-8B. Year-wise outstanding balances of deposits under the
Scheme are shown in Table 3.9,

TABLE 3.9

OUTSTANDING BALANCES OF DEPOSITS UNDER
THE DEPOSIT PENSION SCHEME

[Taka in crores)

Position &8s on Armount Changes
June 30, 18984 1825 =
June 30,1985 6727 +47 .02

(+458.73)
Jume 30, 1BBG 15331 +56.04
[+ 167,70
June 30. 1887 268117 ~+107 .86
4-70.35)
June 30, 1688 386 .66 +125.43
{+48.08)

W.B, Figumas in the porentheses indicate parcentage changes:

Investment Companies

321 The two mvesiment companies, namaby, The Mational Credi Limited {NCL} and
the Bangladesh Commerce and Investment Limited (BCIL), though established as
non-banking financial intermedaanes in investment, arg lunctioning as alternative sources
of credit through their branches in different areas of the country. The above two
institutions also participata in the: mter-bank call money market. Besides, joint venture
companies like Industrial Fromotion and Devalopment Company of Bangladesh Limited
(IPDC). Industrial Developrnent and Leasing Company Limited (IDLC) and the Saudi-
Bangladesh Industnal and Agncultural Investment Company Limitad (SABINCO) are also
pearfarming the intermadiany funations in different ways for industrial investment. As these
are non-banking financial institutions, the rates of interast as determined, and the credit
contral measures as adopted. by the Bangladesh Bank are not applicable for them.
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Credit Guarantee Schame

3:22 Undear the Industrial Credit Guarantese Scheme of the Bangiadesh Bank, only one
guarantee certificate vas issued coverng a sum of Tk, 0.10 crore during 188788, Linder
the Credit Guarantée [Small Loan), Scheme a total of 20 guarantes certificates wers
issued covering a iotal loan of Tk B.14 crores during the year

Credit Policy and Control Measures

323 The credit podicy of the country during 1987-B8 was geared to ensure proper use
of the scarce bank resources for increasing production, employment and real incoma
keeping, at tha sama lime, the level of money supply within a =afe limit through
enforcement of better diszpling in financial mansgemeant. Important messures adopted
and continued in the field of monetary and banking management during the year are
summarised balow:

il Advances Against Gald f Gold Omamants

Banks were advised 0 make advances agains! the securty of gold / gold
OMaments upto a maximum amount of Tk 37,.500.00 for a maximurm of 15 tolas of
gold calculated at the rate of Tk, 2.500.00 per tola instead of the existing rate of
Tk, 1.600.00 par tola of fine gold. The rate of interest remained unchanged at
18.0 percent par annum

ii Jute Credit for 1988-88

The banks were advised 1o approve / renew credit caifing and / or sanction C.C.
fimit to tha jute ( jute spinning mills for 1988-89 as per existing credit norms. The
rate-of margin for loans against raw jute, jute goods. spare pans and other items
was fixed at 10 percent. The drawing limit of credit for raw jute would be
detarmined an tha baszis of tha markal price of jule or the price fised by the
Bangladesh Jute Association (BJA) whichever iz lower, while that for jute goods on
the basis of the average cost of production or the average sale price whicheyver is
kywer. For items under the process of manutacturing, the drawing limit would be
detarmired an the basis of actual cost of production,

iii}  Credit to Private Sector Jute Trade for 1988-B9

Banks were Instructed to renew credit limit 19 the prvate jute traders
exporters for 18B3-88 wathin the limit sactioned during 1987-88 subject 10
fulfilment of cerain conditions: The conditons are: (1) all outstanding loans of the
previous year must be cleared, but the same may be renewed provided such
oustandings are backed by adequate stocks, (2) credit limit rmay alse be renawed to

the exporters of jute against separate collaterals sdequate to offset any shartfall in
stocks against outstanding loans,
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Loss of the Jute Mills/ Jute Spinning Mills on
Account of Exports During 1985-86

The jute mills including spinning mills were allowed to repay the segregated
amount of lpans relating to loss for export of jute durng 1985-86 within § years
with a grace parad of 3 years with effect from December 1, 1986 Afer the expiry
of 3 yvears® grace perod ie.. with effect from December 1, 1989, one-fifth ot the
segragated lpan is to be repaid every year so that the entire amount of koan s
clearad within 5 vears, The.antire portion of interest would be axampled on annual
bazig if repayments are made as per the above schedule. Othensisa, interest al tha
rate of 10.76 percent will be realised for the entire penod, incleding the grace
perad, for which the loan fell overdue

Working Capital Loans to Jute MillsJute Spinning Mills

It was decded that the Jute Mills! Juta Spinning Mills will make all transactions
relatirg to their working capital requirenents as per @xisting credit nonmms with the
same banks from where they availed of working capital loan tecifity during 1986-87

L'C Margin for Import of Salt Under Cash Credit /Barter
and WES [SEM) in the Privata Sector

The WC margm for import of sah by importers authonsed by the Chisf
Contrgdlar of Imports and’ Exports was reduced (o a minimum of 30 parcent Trom
76 percant fixed earlier

Extension of Working Capital to Fish-Freezing Units

Banks were adwsed {o determng tha credit limit as well as the drawing
facility 1o the exporters of frozen fish taking into Bccount the record of their
previous transactions and on the basis of banker-customer relationship, subjact to
margin requirement not less than 16 percent and not axceeding 2b percent

Prior Authorisation of Bangladesh Bank for Large Loan

Except for few aress, the existing reguiremant for obtaining prior approval of
the Bangladesh Bank for sanction / reneswal of large loan (Tk. 3.0 crores ar above
per Dormower in the case of the nationalised commarcial banks and Tk, 1.0 crore o
above per borower in the case of the private banksl has also been made
compulsory in respect of re-scheduling of the existing loans
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Warking Capital Loan to Industrial Units

Instructions were issued to banks 1o the effect that supply of necessary
working capital 1o the industrial units se1 up with bank finances shall have to be
ensured by the respective credit sanctioning bank and.in the case of units set up
with own funds by the respective pnme bank of the sponsors eithar by itself or by
arranging & consortium. of banks.

Special Credit Facility for the Export Orlented Garment Industry

With a view (o avoiding the inconvenriences of time- consumirg procedures
involved in the exsisting system of sanctioning separate credit limits against esch
export order of readymade garments, banks were advised to sanction composite
C.C/LLC. limits far meating the cost of inpuls and wages required for conducting 3
months” production programime of the concerned industrial units based an thier
respective production capacity instead of sanctioning separate imits against each
export order In order to ensure supply of necessary working capital 1o the
readymade garment industry, the existing requirernent of obtaining prior permission
of the Bangladesh Bank for sanctioning large koans was relaxed in the case of lpans
for opening Back-to-Back L/ICs over Tk 1.00 crora.

Bank Credit for Preservation of Potatoes in Cold Storage

Banks were instructed 1o extend credit facility to the cold storage units for
presenvation of potatoes upto 50 percent to 80 percent of the market price of
potatoes as fixed by the Directorate of Agricultural Marketing plus the cost of bags.
Cold storage units having previgus loans were eligibbe for credit on repayment of B0
percent of their outstandings with provision for adjustmant of the remaining 20
percent from tha mew [oan. The cold storage units having overdiee loans: o the
BSB/BSRS could be considered elgibie for logn only on production of N.O.C/
Clearance Certificate from the concerned institution. 10 parcent of the sanctioned
lirnit’ could be extended as advance for procurgment of potatoes upto March 31,
1986, The rate of interest was 16.0 percenl per annum,

Credit Scheme for Small and Coftage Industries

Under the credit schema for small and cottage industries, banks weara allowed
to advance upto Tk. 2.0 lakhs to an entrepreneur who is-an enginesr or possesses
technical education and upto Tk 5.0 lakhs for a group of § such entreprenaurs. For
financing thie project, the adquity of the entraprenaurs shall ngt be mora than 20
percent. Banks were instrucied to relax the requiremnant of any additional
collaterals outside the project and, Instead, accept the assets belonging to the
project as securnty
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Working CapHal Loan to Small and Cottage Industries

Banks were advised 10 advance 50 percent of their loanable funds as required to
be advanced to the SCI sector aceording to the existing diractions as fixed capital
and the rest 50 percent as working capital. The ratio could, however, be varied
upto 10 percentage points in special cases.

Credit for Sait Growers

I was decided 1o extand loans to the salt growers upto Tk, 2,000.00 per acre
for & maxirmum of Tk, 10,000.00 per bomower o cover the praliminary ©ost for
preparation of land and construction of dams. The borrowers will be eligible for
new loan subject 1o repayment of BO percent of their previous loans, The deadiine
for disbursement of the loan was sat at May 5, 1988, while the last date for
repayment of the loan was fixed at June 30, 19E8

Staff House Building Advance

As par existing provisions, the employees /officers of Banks [ financial
insttuticns who could not completa their bouses with loan received under the
Staft House Building Advance Scheme could receive, through a second martgage,
uplo a8 maximum of Tk 50 lakhs from commercial banks / other financial
instituticns under the General House Bulkding Loan Scheme. By partial modifica-
tion of the above provision, it was decided that such logn could be extended upto a
maximum af 50 percent of the entitlements of the congemed bormowers and, in
these cases, the requirement for obtaining prior approval of the Bangladesh Bank
was withdrawn

Margln on Import Letter of Credit

The issua relating to fisation of the rate of margin requirements for opening
import letters of credil was decided 1o be left upon the banks for detarmination on
the basis of benker-customer relationship with effect from July 1, 1298E.

Credit Facility to manufacturers of Wet-Blue Leather
and Semi-tannéd/ Tanned Leather

Banks were instructed to aliow credil facilities to the tannery units on the
eve of the holy Eid-uk-Azha subject o obsarvance of cerain lerms and conditions.
The conditions were; (1) repayment of the previous Ed advance in tull; (2
replenishmant of any shartfall in stocks aganst usual advancas othar than the Eid
advance of production of sufficient edditional collaterals thersaganst and
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repayment in full of the outstandings againat which there 15 a shortfall in stocks;
[3] arrivirgg a8l a satisfactory understanding by the borrowers with their banks in
respect of repayraent of the segregated loans within the specified tirme achedule

Refinance Policy

324  The Bangladash Bank's refinance policy continuad o be aimed at encauraging
banks 1o raly mainly on their own rasources for thair credit aperations. However, keeping
in view the increasing demand for credit i priority sectors, the requiremeant of seasonal
credit expansion and liguidity position of the concemed banks, the Bangladesh Bank
continued o provide refinance facility to the banks for meeting their genuine reguine-
ments. A bnef summary of the refinance programme for 1987-88 is presented below:

i Refinance Facility for Jute

Refinance facility 1o the extent of 30 percent of the 1otal credit extended by
banks to the jute sedstor was allowed ai an interest rata of 2.5 parcant per annum,
Prowision was aiso made for extending additional refinance-on this account in case
of needs, at the above rate of interest,

iy  Refinance Against Tea other than Packet Tea

Refinance for export sales of tea (other than packel teal was allowed to the
extent of 100 parcent outstanding advances less overdues atan interest rate of 5.5
percent per annum. Arangements were made for extension of refinance at 5.5
parcent rate of interest to the extent al 100 percant of the expart credit not
exceeding 180 days in respact of tea sent to London auction for consignmant sala

i} Refinance Against Pre-shipment Export Credit including
Packing Credit for Non-traditional ltems

al Refinance against L/C or Firm Export Contract:

As in tha previous year, arrangements were made for providing 100 percent
refinance at 55 percent interest per annum against preshipment export credit
{less overdues), including packing credit for non-traditional items

bl Refinance Against Pre-shipment Export Credit for Light Enginearing and
Electrical Goods, Handicrafts and Handioom Products

Aefinance was allowed to the banks at an interest rate of 3.5 percent
per annum upto 100 parcent of the preshipment export credit (less
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owerdues) extended by thermn for the sbove 3 non-traditional items of
Exparis,

¢l Refinance against export-arlented fish-freezing units under customs-bonded

armangaments, export onented industries and 100 percent export-onented
industries refaling 19 nonetraditional items

Refinanoe was allowed to the banks at an interest rate of 5.6 percent par annum
upto 100 percent of working capifal advances in the above-meantioned areas. The
condition of expart L/C or firm export contract was not applicable in these cases.

iv)  Refinance for Credit to Sugar Mills

Refinance facility was allowed at the Bank Rate upto 50 percent of the loans 1o
sugar milis extended by banks within the credit ceilling prescribed by the
Bangladesh Bank.

vl  Refinance in Respect of Working Capital Loans to
Mewly Set-up Industries

Refinance was allowed at the Bank Rate to the extent of 50 percent of the
wiorking capital loaps not exceeding 180 days extended by banks to industries
commissioned on or after July 1, 1986

vll  Refinance Against Export Bills

Rafinance facilities by way of (i) rediscounting of export bills and (i} overdratt
apgainst export bills were allowed to the banks non-traditional export at an interest
rate of 5.5 parcant par annum © the extent of 53 percent ard 100 parcent of the
term export bills in respect of tradittonal exports and non-traditional exparts
respeatively.

viil Refinance Under Duty Drawback Credit Scheme

Refinance to the extent of 100 percant of the loans extanded 1o exportars
under the "Duty Draw — back Credit Scheme' was mada availabile 1o the banks
fraa of Interest.

viii)  Refinance Against Term Loans
Refinance against term koans sanctionad on or after July 1, 1987 for project

finance was allowed at 2 parcent balow the rate of interest charged by the banks
on such advances.
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Refinance Against BMRE Finance of Existing Tannery Units

100 percent refinance was allowed to the banks at the Bank Rate against their
BMRAE finance of the existing tanneny units.

Refinance Against Advances in SEZ of Chittagong Hill Tracts Region

Befinance at 1.5 percent rate of interest against advances in Special Economic
Zone [SEZ) of Chittagong Hill Tracts region was admissibla 1o the banks 1o tha
extent of 100 percent of the amount of local currency loan disbursed by them at a
concessional interest rate of 5.0 percent per annum

Counter Finance or Advances to the Governmant Food
Department and the BADC

Counter finance was allowed to the banks at the Bank Aate to the extent of the
imits allocated to them by the Bangladesh Bank for financing the Government
Food Department and the Bangladesh Agriculural Development Corporation
{BADC)

Refinance Against Special Emergency

Frovision was made for sancboning additonal refirance limit 1o the banks. for
meating special requirements in specific areas, subject to adherence 1o credit
norms, maintenance of credit / deposit atio, pricdty in ooredit deployment,
anforcement of credit discipling upon the borrowears, and under any othier special
circumztances. However, in these cases the rate of interest may be fiked 4.0
percent above the Bank Rate



CHAPTER IV
BANKING FACILITIES AND FINANCE

Branch Expansion

41 Atotal of 121 new branchas were opened by the scheduled banks in Bangladash
during 1987-88. The total number of bank branches thus increased to 5,345 as on June
30, 1988 from §,224 a5 on June 30, 1887, Of these, the branches of the nationalised banks
(neluding Rupali Bank Limited) increased by 40 to 3,486, the specialised banks by 36 to
1,104 and the private banks by 45 10 733, The numbar of foraign bank branchas operating
in Bangladesh, on the other hand, remained unchanged at 22 during the year. The
scheduled banks opened 88 rural branches during the year, raising the total number of
bank branches in rural areas to 3,569 (66.8% of the total bank branches in the country) by
the end of June, 1988, The number of the nationalised banks’ branches operating abroad,
including one branch of the Rupali Bank Limited and IFIC Bank Limited, remained
unchanged at 13 as on June 30, 1988, The number of prvate sector banks and foraian
banks operating in Bangladesh remained unchanged at 3-and 7 respectively as on June 30,
1888,

Islamic Banking

42  The total deposits of the Islam| Bank Bangladesh Limited (IBBL) increased by
Tk. 36:90 crores to Tk. 242.10 crores as on June 30, 1988 as compared to Tk, 206.20
grores at the end of June, 1887 Disbursement of credit and financing of investments by
the IBBL increased by Tk. 10.38 crares to Tk, 17129 crores al the and of June, 1988 from
Tk, 160,90 crores at the end of June, 1887. The total number of branches of the 1BBL
increased 1o 22 at the end of June, 1888 from 21 &t the end of June, 1987, Total depesit
rasouroes of the Al-Baraka Bank Bangladesh Limited (ABBL) increased by Tk. 85.93 croras
o Tk. 8420 crores al the end of June, 1988, Oisbursament of cradit by tha ABBL
increased by Tk, 84.35 crores to Tk, 86,48 crores &s on June 30, 1988 as compared to
Tk1.13 crores disbursed as on June 30, 1987 Tha ABBL did mot make-any industrial
imvestrment finencing since it staried funconing on bay 20, 1987 upta June 30, 1988,
The number of branches of the ABBL increased to & at the end of June. 1888 from 1 at
the end of June, 1987
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Sale of Shares of the Rupall Bank Limited

43  As per the previous decision, shares worth Tk. 6.80.45,000 of the Rupali Bank
Limied were alioted to the public and emploveas af the Bank (including shares worth
Tk. 45,000 soid to the employess of the bank] out of the shares worth Tk. B.00 crores
offered for sale n 1887

Rajshahi Krighi Unnayan Bank

4.4 With -a view 1o having a comprehensive insighl nto: local problemsz of the
agricultural sector and facifitating prompt and appropriate action on that basis. the
Government established the Rajshahi Knshi Unnayan Bank (RKUB) 10 function :as an
independent scheduled bank bifurcating the Bangladesh Krishi Bank (BKB] in March,
1987. The Hajshahi Krishi Unnayan Bank iz the only bank established on regional basis
whose Head Office is located outside the Dhaka city. Total deposit resources of tha RKUB
increased by Tk 18.82 crores 1o Tk. 71.82 croras al the and af June, T8 fnoen Tk, 53.00
‘crores at the end of June, 1987 The amount of credit disbursed and investment made by
the RKLIE during the vear also increased by Tk, 16719 crores from Tk 541 .82 crores as on
«ume 30, 1887 to Tk 708.11 grores as on June 30, 18688

Inspection of Banks and Implamentation of Reporls

4.5 in view of the gradual expansion of the banking sectar and introduction of newer
ways of bank financing, a total of 163 new posts were created in the Banking Inspection
Cepartment aimed at ensuring wider coverage and Improved effectiveness of the
Inspection network, Maoreover, in order to expedita banks' initiative in proper implemanta-
tioh of the inspection reports and speedy removal of the detected Irregularitios, the
concemed Inspacticn Wings of the Banking Inspection Department, Agricultural Credit
Department and Inspection Division of the Ewxchange Contral Department of the
Bangladesh Bank were merged and transformed into & full-fledged department called the
‘Inspection Implementation Department’. The Bangladesh Bank under its routing
programme of inspection camied out comprabensive inspection of 902 branches of 15
schieduled banks during 1987-88. in addition, summary inspection of 1160 branches of 6
scheduled banks and special inspection of 359 branchas of 17 schadubed banks ware also
carned out during the year.

Counter-Finance for Foodgrains

46  Forfinancing procurement and distribution of foodgrains, a sum of Tk 75.00 crores
was made available to the Government by the nationalised banks and counter-finance
facility for the same amount was allowed to them by the Bangladesh Bank during 1987-58
An amount of Tk. 35.25 crores remained cutstanding against the above counterfinance
limit at the end of June, 1988,
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Counter-Finance for Fertilizers

4.7 The Eangladaéh Bank sanctioned counter-finance Umits of Tk 120.00 crares 1o the
nationalised banks including the Pubali, Uttara and Rupall Bank Limited during 1987-88 for
financing procurement and distnbution of fertlizers by the Bangladesh Agncultural
Development Corporation (BADC).  Outstanding counter-finance against the same stood
at Tk, 74.00 crores as on June 30, 1988 as compared to Tk, 19.00 crores as on Juna 25,
1987, Another counter-finance limit of Tk. 20.00 crores was sanctioned to the Sonali Bank
for financing procuremeant of engines of shallow wbewalls (STWI, pumps and othar
refated accesscnes by the BADC aganst which the entire amount remaingd cutstanding
& on June 30, TH8B.

Refinance for Jute

48  Amangements for providing adeguate finance from the banking sector to tha jute
md: and jute mills were continued during 1887-88 juta season. The commercial banks
m:mad cash credit and packing credit limits to the jute mills for financing purchase of
Taw jute a5 wel as for meeting thair working capital requirements. The peak level
utilisation of bank cradit by the jute sector stood at Tk: 1,928,798 crores a5 on December 30
of 1887-88 as against Tk. 1,590.53 crores as on Aprl 16 of 1986-87. The peak level
tilization of refinance facifities ty the banks from the Bangladesh Bank stood at
Tk 624.94 crares as on March 31, 1988 The outstanding amount of refinance availed of
by banks stood at Tk 622.56 crores as at the end of June, 198R a3 compared with

Tk: 61819 crores as on June 75, 1987
Refinance against Export Bills

48  The outstanding armount of refinance by way of overdraft/rediscounting facilities
allowed to the banks by the Bangladesh Bank against export bills stood at Tk, 37.67 crores
as-on June 168, 1988 which came down to Tk, 16.86 crores 85 on June 30, 1988 as
comparad to Tk 10.51 crores as on June 25, 1287

Refinance for Non-traditional Exports

4,10 Tha highest amount of outstanding in respect of rafinance aliowed 1o banks by
the Bangladesh Bank against pre-shipmeant axport credit for nan-traditional items stood at
Tk, 134.43 crores as on June 30, 1088 as compared o Tk, 95.58 crores as on June 25,
1887,

Refinance for Sugar Mills

411 The highest amount of outstanding refinance against the financing of the sugar
mills during 198788 stoed at Tk 22.50 crores as on june 30, 1988 There was no
calstanding refinance aganst the same as on June 26, 1987
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Other Refinances

412  Otherrefinance facilities allowed by the Bangladesh Bank to the scheduled banks
on varipus accounts stood higher at Tk, 58.78 crores ag on Jung 30, 1988 as compared
T 48.30 crores as on June 25, 1987,



CHAFTER ¥

DEVELOPMENT OF CAPITAL MARKET
AND
INDUSTRIAL FINANCE

Dhaka Stock Exchange

5.1  The bullish trend which was discerned in share transactions in the Dhaka Stock
Exchange during 1986-87 wmed somewhat weaker during 1987-88. The daily average
transactions in shares during the year indicated a decline of 11,7 percant as compared 10
that in tha preceding year. However, following continued improvemeant in the overall
investmant climata in tha country, a good number of new companies cama up for enlisting
their names with the Exchange. As a result, the total number of companies listed with tha
Dhaka Stock Exchange increased from 88 in 1985-87 to 107 in 1987-88. The investors’
response o the public issues of new shares by companigs listed with the Exchanga
sepmed encouraging during the year, Total paid up capital of the listed companies stood at
Tk. 353.77 crores in 1987-88 as compared to Tk. 279,14 crores in 1986-77, showing an
increase of 26.7 percant over the year.

B2 Total turnowver of shares on the fioor of the Dhaka Stock Exchange during the year
stood at 10.78 lakh shares worth Tk. 12.09 crores. Although this was 55.8 percant larger
n terms of number of shares. the sama represanted a 20.7 percent decline in terms of
value of shares as compared to those in the preceding year. In all, 17 companes offered
newy shares worth Tk, 39.84 crores for public subscription duning 13887-88 which was 71.3
percent higher as compared to shares worth Tk, 22.09 crores offered by 11 companies in
1986-87. As apainst the total shares offered during the vear, public response was valued
at Tk. 70.58 crores, réprasénting an over subsoription of 77.2 percant. A total of 48
companigs declared dividends ranging fram 5.0 percent to B0.0 percent during the year.
Market capitalisation of the listed companies increased by Tk 11,68 crores to Tk, 1,327.12
grares in 198788 from Tk 1,31544 crores n 1986-87.

Investment. Corporation of Bangladesh

5.3 Tha Investment Corporation of Bangladesh (ICB] has been playing an important
rabe in the promation of investment and development of capital market in the country.
Total resources of the ICB decreased to Tk 175653 crores as on June 30, 1988 from
Tk.196.08 crores as an June 30, 1987, During 1987-88, the ICB made a total commitment



of Tk, 2 46 crores which included Tk 1,46 crores for bridge financing and Tk, 1.00 crome for
underwnting public issues of shares by companies. The Corporation hed committed
Tk 5.37 croraés for bridga fikancing only during 1986-87. Total investment commitmants
made by the ICB and other consortium pariners declined o Tk.6.07 crores during 1987-88
as compared 1o Tk.10.40 crores committed dunng 1986-87. The outstanding commit-
ments macde by the ICB and consettium partners at the end of June, 1988 stood at
Tk.46.39 crores {ICB Tk11.82 crores and consortium partners Tk.34.57 crores). This
comparad with the outstanding commitments of Tk 46.09 crores (ICB Tk.13.82 crores and
consorbum partners Tk.32 27 croras) at the and of June, 1987, Since inceplion upta June
30, 1888 the ICB made a total commitments of Tk 9365 crores against 297* projects

54 The |[CB and its consormum partners mada a ofal investmant of Tk, 807 crares
JCB Tk, 246 crores and consortium parners Tk 3.61 crares) against 4 projects dunng
1887-88. This compared with investments af Tk. 10.40 crores which Included Tk, 5.37
crorgs of the ICB and Tk 5.03 crores of the consanium partnars against 9 projects during
1986-87. The putstanding amaount af investments by the ICB and its consortium panners
stood at Tk 111.78" crores |ICB Tk. 80 59 crores and consortiuny partners Tk, 3116
crorasi-at tha end of June, 1988 This somparad with the mvestments of Tk 97 68 crores
(ICB Tk B8.21 crores and consortiun partners Tk.29.47 crores) cutstanding at the and of
June, 1987,

Bangladesh Shilpa Bank

55  The Bangkadesh Shilpa Bank (BSE) recased a total of 71 loan applications during
1987-88 as compered with 126 epplications received during 1886-87. As against this, the
B3B sanctioned a total loan of Tk.52.01 crores against 27 projects which mcluded Tk 43,88
crores in foreign currency and Tk.B.13 orores in local curmancy. The BSE had sanctioned &
total loan of Tk 75:38 crores against 43 projects dunng 1986-87, of which Tk.58.04 crores
were in forgign currenoy and Tk, 16.34 crores in local currency. As in the prévious year, all
the loans-sanctiomesd durirgg 1987-88 were In the private sactor.

66  Total disbursement of loans by the 858 durng 1987-88 amounted 1o Tk 40.00
erores, of which Tk, 33.63 crores were in foreign curmency and Tk, 6.37 crores in local
currency. As in the previous year, private sector claimed the entire amount of loans
disbursed during the yvear, The BSB had disbursed an amount of Tk, 2785 crores in
1886-87 which incluged a loreign currancy companent af Tk 2086 crores, Tha' BSE
recovered an amoaunt of Tk.66.72 crores during 198788 as compared to the recovery ol
Tk. B5.88 crores during 1886-87, The gutstanding amount of BSB loans. including averdue
loans af Tk, 347 62 crores (49.6%), amountad to Tk 700.38 crores as on June 30, 1988
This compared with the outstandings of Tk.646.88 crores, including overdue toans of
Tk:205.04 crores (45.6% ), as on June 30, 1987

& Mol of concelietiandreduction




Bangladesh Shilpa Rin Sangstha

A The funclions and areas of cperations of the Bangladesh Shilpa Rin Samgstha
[BSAS) have been attuned in ling with its re-defined role and re-set objectives dunng
1987-88. The BSRS sanctioned a total lpan of Tk 0.22 crore against 2 projects durning
1987-88 a5 compared to Tk, 0.7 crore sanclioned against € projects during 1386-87. Thea
amount of koans disbursed by the BERS during 1987-B8 stood st Tk 2,86 crores a3
compared to Tk, 5.26 crores disbursed in 1886-87. OF the ntal dsbursement dunng the
year, foreign currency and local currency cofmponents accounted for Tk. 1,13 crores
{38.2%) and Tk. 1.83 crores {61.8%) respectively. These compared with Tk, 2.96 crores
(56.3%) and Tk. 2.30 crores (43,7%) respectively disbursed dunng 1986-87.

hB The BERS launched vigorous drives Tor recovery of overdue loans during 1987-88,
Impartant measuras takan in this respact included; 4 provision for 2.5 parcant rebate on
accrued interest in case of repayment of overdue loans within scheduled time perniod, (il
provision for re-scheduling of overdue loans together with exemption of panal interest,
subject 1o repayment of 28 percent of the overdues at a particular data and, in special
cases, allowing re-scheduling of loans on repayrment of 10 percant of the overdues; and
[iil) requesting the Bangladesh Bank and commencal banks not to sanction/renaw any
working capital loans toits defaultar borrowers without NOC from the BSRS, As aresult, a
good number of borrowers came forward to get their loan accounts re-scheduled on
payment of a portion of their ovardues. The total amaount of loans recovered by the BSRS
thus improved somewhat to Tk 48.73 crores during 1887-88 as compared to Tk, 4804
crofes during the preceding year, The cutsianding amount of loans of the BSRS as on Jung
30, 1988 stood higher at Tk, 760.88 crores as compared to Tk, 760.74 crores as on Jung
30, 1887

Commercial Banks

&9 The commearcial banks continued to play an active role in promaong the country's
capital market dunng 198788 A total of Tk 87477 crores was provided by the
commercial banks {nationalisad, private and foreign banks operating in Bangladesh) as on
June 30, 1988 for financing debentures iszued by the sactor corporations as compansd 1o
Tk. 789.77 crores at the end of june, 1987, Besides, the commercial banks made advances
o the Stock Exchange members against the security of theiwr shares listed with the
Exchange upto BD percent of the face value of such shares. Commercial banks’ advancas
against stock exchange securities (including Government and other trusiee securities) at
the end of June, 1988 stood at Tk.209.02 * crores as compared with Tk. 85.06 crores at
the end of June, 1987

* Projegted,
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CHAPTER Wi
AGRICULTURAL AND RURAL FINANCE"

Annual Agricultural Credit Programme

B The Anmial Agnicultural Credit Programme of the Bangladesh Bank provided for
disbursermentiof Tk 060.00 crores during 1987 -B8. This was 2.3 percent lower than the
dishursement programme of Tk. 1.076.00 crores but 57.4 parcent higher as comparad 1o
the actual disbursement of Tk, 667,28 crores during 1986—87. Of the total programme for
188784, Tk 479.38 crores (45.7%) were earmarked for crop financing (ather than teal,
Tk. 102,85 crores (9.8%) for financing purchase and installation of imgation eguipments
and Tk 46777 crores (44.5%) for other agricultural activities, These compared with
Tk 458.00 crores {42.6%), Tk. 115.00 crores (10.7%) and Tk. 502.00 crores {46.7%)
respectively during 1386-87

Annual Crop Credit System / Credit Pass Book

62 | Inorder toensure adequate flow of cradit for financing the country's major crop
production, the annual crop credit system was continued during 1987 —88. The systemn of
racarding all transactions relating to agricultural credit in the credit pass book of borrowers
introduced with @ view o ensunng dizsbursement of agriculiural credit to the sctual
farmers alsc continued ta remain in practice during the year. A total of 28,27 961 credit
pess books wara issued to the borrowers up to Jure 30, 1988, Of these, 10,686,994 pass
books (excluding those of BRDB) were issued by the Participating Commercial Banks
(FCBs}, 12,563,116 pass books by the Bangladesh Krishi Bank (BKB), 3,82 351 pass books
by the Rajshahi Knshi Unnavan Bank (RKUB) and 1,256,600 pass books by Bangladesh
Samabava Bank Lid. (BSBL)

Disbursements under the Annual Agricultural Cradit Programme

6.2 For ensuring necessary credit 1o farmers under the comprehensive Post Food
Agriculiural Rehabilitation Programme drawn with a view to make good for the loss of
crops due to flood, the restictions imposed earlier on extension of egriculural credit wera
substantially relaxed during 1887 -88. The bomowers who received crop loans and term
leans othier than crop loans in the preceding year, were alkowed 10 receive fresh koans with
re-scheduling of their putstanding loans. Amangements were also made for re-scheduling
of outstanding loans of borrowars who received crop loans for the 1987 —BE Aus and
Aman season as well as for disbursement of fresh loans to them at a rate 10 percent

* Figures relating o 1867-B3 are provisional,
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higher than the amount payable as per existing credit norms. Inspite of these liberal steps,
total disbursement of agricultural credit by the PCBs stood at Tk, 656,31 crores which was
62.56 percent of the Programme for the year. Disbursement of agricultural credit had stood
at Tk, 667 28 crores or 62.1 percent of the Programme dunng the preceding year, OFf the
total disbhursements made during 198788, Tk 260.70 crores disbursed as crop loans
{other than tea) were 54 4 parcent of the Programme for the vear and 5.5 percent higher
than Tk. 247.05 crores disbursed during the preceding year. Disbursement of loans for
purchaze and installation of imgation equipments stood at Tk 1872 crores which was
18.2 percent of the Programme and 30,7 percent jower than Tk. 27.03 crores disbursed
dhuring 1886-87. Disbursements made for other agriculiural activives: on the other hand,
amounted 1o Tk. 376.89 crores or 80.6 percent of the Programme and 4.1 percent lower
than Tk, 383.20 crores disbursed-in the preceding ‘year

Recovery of Agricultural Loans

G.d In view of the reduced disposable mcome of farmers dua to loszés incurred on
account of floods and in consideration of their temparary inability to repay loans dunng
1987 —88, recovery of agricultural loans was suspended for the tima baing with extension
of repayment period and re ~scheduling of outstanding loans. Borrowars ware allowed
repayment of B0 percent of tha re-scheduled loans within specified time panod, while
the remaining 500 percent wera required to be paid within 4 months thereafter. As a
result. recovery of agricultural loans during the yvear declined substantially. Total recovery
of agricultural loans at Tk. 595,78 crores during 1987 —E88 was 23,6 percentof Tk. 2,528.168
crores dus for recovery and 46,2 percent |ower than Tk. 1,7107.56 crores recovered during
the precading year. Due 10 lawaer recovery, the outstanding level of agricultural loans as at
the end of Junse, 1988 stood 17.3 percent higher at Tk. 3,863.45 crores as comparad to
Tk. 3,294.47 crores at the and of Jume, 1987, The amount of overdue loans as at the end.of
June, 1988 also stood 22.6 percent higher at Tk.1,932.38 crores as compared 1o
Th. 1,675.98 crores at the end of June. 1887.

65 A comparative position of credit operation under the Annual Agricultural Cradit
Programme for 1886—~87 and 1987-B8 15 presented In Table 6.1.




TABLE 8.1

COMPARATIVE POSITION OF ANMUAL AGRICULTURAL
CREDIT PROGRAMME IN 1386-87 & 1887-88

{Taka in crores)
: %, GBE—B7 | 1987—88 | Change over

1. Programme for Disbursement : 1,075.00 1.060.00 —25.00
(—2.33)
' al Crop Financing (other than tea) 45800 47938 +21.38
(+4%7)
bl Financing of Irigation Equipments 1500 102.85 -12.15
(—10.67)

o) Other Agnoultural
Activities (including tea) 502.00 a467.77 -34.23
[ —6.82)
2, Actual Disbursement: 667.28 656.31 ~10.97
(—1.64)
a) Crop Financing {other than tea) 247.06 260,70 +13.65
i+563)
bl Financing of Irigaton Equipments 2703 18.72 1
' (- 30.74)

¢} Cther Agrcultural
Activities. (including tes) 35320 376.88 —18.31
[—4,14)
3 Overdue 1.675.98 1.832.38 +356.40
(+22.61)
4, HRecovery 1,107.66 5856.7d -511.78
(~—46.21)
B Total Dutstanding 3,284.41 3, 863.45 +569, 04
(+17.27)

Mate | Figuwas in the parentheges indicets annual percentaga changes.
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668  Of the total disbursement of agricultural loans during 1987 -88, short—term lpans
accounted for Tk. 502.08 crores or 76.5 percent as compared to Tk. 476.33 crores or 71.4
parcant in 1986-87, Disbursemeant of term loans during 1987 -8B declined by Tk. 36.70
crores to Th 154,25 crores which was 23.5 percent of total disbursarments. Disbursemnsant
of short=term Crop loans (other than tea), increased by 5.5 percent, while that for
production of tes increased by 15.0 percent during the, year Term loans extended for
purchase and instaliation of irmgation eguipments declined by 30.7 parcent during the year.
Tarm loans extended for purchase of plough animals and other purposes, also recorded a
dacline of 9.2 parcent during 1987 -88. Disbursement of agncultural loans by terms and
tvpes s shown in Table 6.2,

TABLE 6.2

DISBURSEMENT OF AGRICULTURAL CREDIT
BY TERMS AND TYPES

{Taka in crores)

Particulars 1986—-87 | 1987-B8 % Chanpe

Total Disbursament: B667.28 B56.31 -1.64

1. &hort Term Loans: 476.33 502.06 +5.40
(71.38) [76.50]

a) Crop lpans (other than tea) 247.05 280.70 + 553

D) Other- Agricultural Activities 229248 241 .36 +5.27

il Production loans for tea B0.44 82.47 +14.95

iil Other lpans 148.84 148.89 +0.03

2. Term loans 180.95 154.25 +18.22
(28.82) [23.50]

a) Imigation Equipment 27.03 18.72 -30.74

bl Other Agricultural Activifies 183 82 13553 —=17.32

i Plough Animals B4.52 BB.57 —5.22

il Othar loans &3.40 76.96 -22.58

Mote : Figures in brackeis indicate perceniages of woisd cradi.

6.7  Disbursement of crop loans during 1887 — B8 recorded an Increase of 5.5 percent
to Tk. 260.70 crores. Although the Bangladesh Krishi Bank continued to remain the single
largest source of agricultural credit, it lost much of its prominence in financing the
country’s crop production during the year. Crop loans disbursed by the Bangladesh Krishi
Bank declined by 557 percent to Tk. 43.18 crores. thereby reducing its share in total
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ghsbursenent of crop loans from 39.5 percent in 1986-87 to 16.6 percent in 1987 -88. The
Participating Commercial Banks (PCBs! played a more imporant role as the second largest
source of agficultural loans during the year. Disburserment of agricultural loans by the
PCBs during 19687 —88 increased by 32.4 percent to Tk 177 54 crores. As a result, the
share of the PCBs in 1otal agricultural loans as well a3 in crop loans increased from 20,1
percent and 33.8 percent respectively in 1886~87 to 27.1 percent and 468 percent
respectively in 1987-88. Infact, the PCBs emearged as the major source of crop loans
during 198788 The Rajshahi Krishi Unnayan Bank (RKLIB) is also assuming increasing
mole in extending agncultural loans. Disbursement of loans by the RKLUB during 1987 -B8
increased by BO.G percent to Tk 42.99 crores, of which crop loans showed an increase of
296.5 percent to Tk.19.47 crores. Thus, the share of the RKUR in total disbursement of
agncultural credit as well as in crop loans increased from 3.4 percent and 2.0 percent
respactively in T986—87 1o 6.6 percent and 7.5 parcent respectively in 1987 -8B, On the
pther hand, although the contribution of BROB/UCCAS increased during the year, that of
the BSBL declinad somewhatl. Source—wisa disbursameant of agriculiural loang s shown
in Table 6.3

TABLE 8.3
DISBURSEMENT OF AGRICULTURAL CREDIT BY SDURCES
(Taka in croresl
188637 188788
Sources/Cradit
Crop Loan
Agencies Total E:q:tha? t?‘hﬂr Tatal [other
il o than tes|
BEB 419.24 97.63 J36.23 43.18
(B2 B3 (39 48) (51.23) [16.56)
REUB 22 67 4.91 42,88 19.47
13.40) (1.84) (6.56) (7 471
FCBs 134.10 ga.57 17764 121.98
(20.10) {2383 [27.085} i48.78]
BRDB/ICCAS 7422 4817 BR 58 Gh.5E
(1114 (18,501 {13.04) 125, 158)
BSBL 17.05 t2.87 13.87 1051
[2.56} (521} {2.131 .03
Total : 667.28 247.056 656.31 260.70

Mols | Figures i parenibaces welgain peceniage shams i the ol
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Bangladesh Bank's Refinance
in the Agricultural Sector

68  Refinance availed of by the Participating Credit Institutions from the Bangladesh
Bank increased by Tk. 209.43 crores or 90.2 percent to Tk, 447 63 crores during 1987-88.
This includes a refinance of Tk. B4.97 crores to Sonali Bank during the year against its
landing to the BRDB/AUCCAs. Detailed position of Bangladesh Bank's refinance 1o the PCls
during 1986-B7 and 1987-B8 is shown in Table 6.4,

TABLE 6.4

REFINANCE BY THE BANGLADESH BANK

(Taka in crores)
ToRE-87 1887-88

Credit Agencies
Sancticn Disbursement Sanction | Disbursement
BEB 171M.13 115.49 343.50 214.13
(+100.72) (+79.20)
PCBs 30.89 20498 F9.52 7546
[+74.28) {+259 88}
BSBEL 27.80 16.80 29.00 12.84
{+3.94) (-18.10}
Sonak Bank-BRDE 68.08 68,93 08,268 B4 .87
{+41.42 (+23.271
BRDB .70 2.00 6.00 593
-10.45) {41946 501
REUB B5.09 5.00 101.08 48 20
{+13.46) {+EG4.00)
Total : 402,79 232.20 B45.38 441.63

{+60.23) (+90.19)

Mate - Figures in paentheses ndicabe percartage” change



Qutstanding Borrowings of the Participating Credit Ingtitutions

689 The outstanding borrowings of the PCls for agricultural finance from the
Bangladesh Bank stood at Tk. 1,449.40 crores at the end of June, 1988 which was
Tk, 24761 crores or 20.6 percent higher than Tk. 1,201.79 crores at the end of June, 1987,
The position of outstanding borrowings of the PCls from the Bangladesh Bank is shown in
Table B.5.

TABLE &5

OUTSTANDING BORROWINGS OF THE PCls

{Taka in crores)

Credit Agencies 1986-87 1987-88 | % Changes

¥ over the year

BEKB 1, 100,40 1,130.26 +817
91,600 [82.12)

BSBL 32.81 J5.62 +8.56
(Z.73) 2.48)

PCBs 251 71.86 +2762.95
{0.21) {4.86]

Sonali Bank-BROEB H0.68 B4 39 +66.52
(423 15.82]

BRODE 10.39 1431 +37.73
{0.B6) {088}

REUB 5.00 52 98 +858.20
{0.42) {3.65]

Total : 1,207.78 1,449.40 + 20,60
(100000 {100.00)

Note : Figuras in pargntheses: indicate pemcentages of total



Projects under the supervision of the Agricultural
Credit Department

B.10

Some special programmes and profects are being financed under the supervision

and guidance of the Agricultural Credit Department [ACD) of the Bangladesh Bank,
Differant projects which were introduced with a view to helping the rural peesants and
other assetless people in the rural areas who have no access to institutional credit, were
continued during the year. A brief review of some important projects is given below:

Loan for Pond Fishery

Under the Tk. 16.85 crores programme for financing pond fishery in the country,

the PCis dizbursed an amount of Tk 2.29 crores dunng 198788, This was 391
percent lower than Tk, 3.76 crores dishursed in the preceding year. Of the total
disbursernants made during the year, the PCBs disbursed Tk. 0.24 crore, BKB Tk
1.91 crores and AKUE Tk 0.14 crore. The above credit agencies had disbursed
Tk, 0.70 crore, Tk 2 62 crores and Tk 044 crore respectively in 1886-87.

i}

i)

vl

Loan for Cold Storage

With & view 1o improving cold sterage facility for preservation of potatoes
in the country, the PCis disbursed Tk, 25.11 crores durning 1887-88 which was
43.6 percent lower than Tk, 4452 crores disbursed in 1986-87. OF the toal
disbursements during the year, the PCBs, the BKB and the RKUB disbursed
Tk.11.92 crores, Tk. 12.63 crores and Tk, 0.56 crore respectively.

Bangladesh-Swiss Agricultural Project-|| (BASWAP-II)

Under this project, two participating credit agencias, namely, the Sonali
Bank and the Rupali Bank disbursed Tk. 1.36 crofes amang 15321 farmers
upto June, 1988, Of this, the Sonali Bank disbursed Tk. 0.65 crore and the
Rupali Bank Tk. 0.71 crore. Total  recovery  under the project upto June.
1886 stood at Tk. 1.22 crares, of which Tk. 061 crore and Tk, 0.61 crore were
recovered by the Sonali Bank and the Rupali Bank respectively.

Swanirvar  Credit Programme

Under the Swanirvar credt programme, an amount of Tk 72.43 crores
was disbursed among 4.65,139 loanees upto June, 1988 which included Tk
41 6% crores by the nationahsed commercial banks (NCBs), Tk 9.24 crores by
the Pubali, Uttara and Rupali Banks, Tk 1816 crores by the BKB and Tk, 3.34
crores by the AKUB. As against this, the amoint of loans recovered uplo June
30, 1988 stood at Tk, 47.76 crores, of which the shares of the above
institutions were Tk. 26.82 crores, Tk 6.45 crores, Tk 12.52 crores-and Tk
187 crores respectively, Total outstanding and overdue loans under the
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programme-stood at Tk, 3812 crores-and Tk 23 72 crores respactivaly upto
June 30, 1988,

vl  ASARRD Project

Activities in the second phase of the project stved "Asian Survay of
Agricultural Reforms and Rural Development (ASARRD) introduced under
the joint sponsorship of FAQYUNDP to smprove the socio-economic conditions
of small farmers. and landiess poor, continued o 17987-88. Total disburssment
of loans under the project stood at Tk, 2. 16 crores against which Tk, 2.26 crotes
{ingludeng mterest) were recovered upto June 30, 1388

vil  Second Rural Development Project (RD-!I Project)

The Second Aural Development Project (RD-1 Project) financed under
grants arrangement from the IDA, CIDA and the UNDP was mtroduced in 13
districts af the country in 1884, Five more districts, namely Jessare, Faridpur,
Rajshahi, Pabna and Kushtia were brought under the purview of the project in
February, 1988, As on June 30, 1888 an amount of Tk, 182.67 crores was
given 1o tha Sonall Bank as refinance agamst its disbursement of Tk, 201,73
cres under the project.

viil  MNorth-Waest Rural Development Project

The Sonali Bank disbursed a total of Tk, 7.84 crores under the project
against which Tk. 2.BE cromes wera recoversd upto Jume 30, 1988 The
amount of outstanding and overdue loans under the project stood at Tk, 5.38
crores and Tk. 0.82 crore respectively at the end of June, 1988 Refinance
provided by the Bangladesh Bank under this projact since (1€ inception uplo
June 30, 1888 stood at Tk, 2.69 crores.

Rural Finance Project

811 Hural Fimance Project (BFP) which was  introduced from Qotobear 2, 1984
under a grant agreament for US $ 75 milon signed betwean the Bangtadesh Governmant
and the USAID was scheduled to be completed by June 30, 1968 Recommendations
have, however, besn rade to the concermned authorities Tor extansion of the project Tor
anather year. During 1887-88, the printing and publication of 12 Repors prepared by the
Exparts working under the project were completed,

Projects under the Suparvision of the Rural Cradit Project Departmant

6.12 The HRural Credit Project Departrognt (RCPD) of the Bangladesh Bank
performed the responsibilities of implementation, manitoring. supenision or providing
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refinance fagiiities for the following projectsischemes drawn under the financial
assistance of the DA, the ADB and tha IFAD.

i}

it

iif)

Shrimp Culture Project (IDA Credit No, 1651-BD)}

For implermentation of intensive shimp culture in the copstal areas of
Bangladesh, a loan agreement for SDR 20.6 millicn was sighed bétween the
Government of Bangladesh and the International Development Agency (104} in
Fobruary, 1888. Qut of the total kan, an amount equivalent to SOR 5.5 million
has been allocated for disburserment as tarm oans among the farmers through
the Sonali Bank and the BKB under the supervision of the Bangladesh Bank for
meating the capital expenditure in respect of establishment of scientific Shrimp
Culture Projects covering a 1ofal area of about 9,500 hectares &= well as for
establishment of hatchery and marketing of fishfings. Armangements are also
there for short term credit for meeting production expenses which the two
participating banks will provide from their own resources against which, It
necessary, they will be able to avail refinance facility from the Bangladesh Bank
The two participating banks were instructed in March, 1988 o provade credit for
astablishmant of shrimp culture Tarms owver 1,493 heclaras of Bnd in tha: first
phase. Mo disbursement has, however, been made under the scheme upto
June, 1988,

Hand Tube-well Scheme (DA Credit No. 1140-8 D}

Dwuring 1887-88, the Bangladesh Bank provided a total of Tk, 062 crore as
refinance to the Sonali Bank. the only participating insttution under the
schema, Total refinance provided undar the projact since s incegtion upto
Jung, 1888 amounted to Tk. 662 crores against disbursement of loan tor
ingtaliation of & total of 54,284 HTWs, 10 major tool kits and 37 minor wol kits

Second Aguaculture Development Project (ADB Loan No. 821 BAN-SF)

As per an agreement signed between the Govemment of Bangladesh and the
Asian Development Bank {ADB] in Movember, 1887 the ADB has agreed 10 provida
a loan equivalent to SDR 38.08 million for development of aquaculture in the
country. Accarding to the terms of the above agreement the Gowernment of
Banigadesh, under a subsidiary loan agreement, would lend 16 the Bangladesh
Bank an amount equivalent 1o SDR 16,782 million for invastment in the priviate
sector through the three participating banks viz. the Agrani Bank, the Hupali Bank
and the Bangladash Krishi Bank. Preparatory work of the project unter the credit is
going ahead. No loan has been disbursed upto June 30, 1388 under the project.



vl South-West Rural Development Project (IFAD Loan No. 73-BA)

An amount equivalent 1o SDR 8 million has been earmarked for disbursement
as loan 1o different projects in greater Fardpur ard Jessore districts under (FAD
credit Mo, 73-BA. During 1887-88. the Bangiadesh Bank provided refinance facility
amounting to Tk. 1.39 crores 1o the Scnali Bank, the anly participating institution
undar the project. Total refinance provided under the project since its inception
upto June, 1988 amotnted to Tki11.32 crores. The duration of the project has
been extended upte’ December, 1938

Projects under the Rural Credit Project Depariment

g8.13 The projects undertaken by the Rural Credit Project Departmeant (RCPD) of the
Bangladesh Bank continued during 1987-88. The PCls extend credit against refinance or
without refinance oul of their own resources. under these projects. Descriptions of
projects are 83 under ;

i Rural Housing Financing Schema

Under the Rural Housing Financing Schame introduced In January, 1884, the
four PCBz together disbirsed & 1otal-amount of Tk, 20.30 crores upto Jure, 30,
1988

iil  Banama Plantation Financing Schema

The Participating  Credit  Institutions dishursed a sum of Tk. 0.08 crore in
166 Upazillas of thescountry.and recovered Tk, 0.28 crore during 1987-B8 under the
scheme. Since the introduction of the scheme in 1880 upto the-end of June, 1988,
the PCls disbursed a total amount of Tk. 2.80 crores and recoverad an amount of
Tk. 1.88 crores.

i} Lac Culture Financing Schema
The Scheme was introduced in 1881 for Lac Culture in Chapai Nowabgan)
district under Rajshahi Division. Since inception of the schame, Agrani Bank, the
participating institution under the scheme, disbursed a sum of Tk, 1.87 lakhs upto
1984 and recovered Tk 2.30 lakhs including interest upto December, 1986
ivl  Shrimp Culture Financing Scheme

Lnder the Shrimp Culture Financing Scheme, the PCls disbursed an amount of
Tk 4,25 crores and recovered Tk, 5:27 crores during 1887-88. Thus the total loans
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disbursed undear the schamea since inception in 1980 upto June 30, 1388 amauntad
to Tk.42.97 crores against which a sum of Tk, 32.60 crores was recovered,

vl Rural Tramsport Financing Scheme

 Undar the Rural Transpon Financing Scheme, the PCls disbursed & total of Tk
B.24-crore a5 short and mediarn term loanis and recovered a-sum of Tk (.22 crore
{excluding the amount of lpan dishursed by the BKB from June, 1887 to June,
1988), during 1887-88. The cumulative disbursemeant of loans singe inception of tha
schame-in 19871 upte June 30, 1968 amounted to Tk B.47 crores againzst which
Tk. 3.09 crores were recovered.

Wil Rower Pump Financing Scheme

AL preseni Fower Pump Financing Scheme exists in 145 Upazilas of 34
districts. The PCls disbursed a sum of Tk, 1.43 lakhs and recovered Tk. 0.71 lakh
durng 1887-88. Cumulative dishursement and recovery singe introduction of the
gohanms in 1982 upta Juna 30, 1988 amounted w Tk, 10.30 lakhs and Tk, 4.75 lakhs
respectively.

wii) Commercial Poultry Farm Financing Scheme

Mo disbursament was made dunng 1887-88 under the scheme tor financing
establishrment of Commercial Pouliny Farms intreduced m 1983, An amoaunt of
Tk. 411 iskhs was recovered by the PCls during the yvear against their earlier
disbursement of Tk. 23.39 lakhs.

Inspeclion of Bank Branchis and the Co-operatives

f.14 Agriculture Credit Inspection Depariment (ACIDH carned oul inspection in 585
branches of the nationalised commercal banks and 143 branches of the private
commercial banks during T987-88. In addition, mspaction was also camed-oul in 227
branches of the Bangladesh Knshi Bank (BKEB] and 80 branches of the Rapghahi Krishi
Unnayan Bank {RKUB} and 337 institutions of the Samabaya Bank and the UCCAs during
the yaar.

Gramesan Bank

615  The Grameen Bank opened 108 new branches during 1987-88 raising its total
number af branches to 453. A total of 8.960 villages including 2,702 new ones was
brought under the programime of the Gramean Bank upto Juna, 1988. The Bank disbursed
a total of Tk. 102.75 crores during 1987-88 which was 66.8 percant higher than the



disbursement of Tk. 65.54 croras in the preceding year. Tatal recovery of Gramesan Bank
amounted to Tk B2.27 crores which was eguivalent to 80.1 percent of its total
disbursements during 1987-88. An amount of Tk. 54.08 crores was recovered in the
preceding year which was equivalent 10 82.5 parcent of the amount disbursed. Since g
inception a3 & project in June, 1976, the Grarmeen Bank extanded coflateral frae loans
amounting to Tk. 28688 crores, of which Tk, 22840 crores or 796 percent of total
disbursement ware repaid by the borrowers in weekly instalments. Tha numbar of
borrowers of the Grarmeen Bank has increased from 2.78 lakhs at the end of June, 1987 1o
4,13 lakhs at the end of June, 1988, of which 3.46 lakhs or 83 8 percent were women. The
ratio of overdue loans of the Grameen Bank stood at 2.8 percent at the end of June, 1988
as compared to 4.0 percent at the end of June, 1387, The Gramesan Bank dishursad a sum
of Tk. 2468 crores as House Building Loans and another sum of Tk.6 24 crores as
technical loans during 1987-85.

6,16 The amount saved by the lcanees of the Gramesen Bank in Group Fund and

Emargancy Fund amounted to T 10.79 crores during 1987-88 raising the total savings of
these funds to Tk. 2B.08 crores,
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CHAPTER VI

FINANCING OF SMALL AND COTTAGE INDUSTRIES

Bangladesh Bank's Credit Policy for Small and Cottage Indusiries

)

Ensuring adequate finance for development and expansion of Small and Cottage

Industries {SCIs} in the country has been an important part of the Bangladesh Bank's credit
policy. In confarmity with the current Industral Policy of the Governmeant, the Bangladesh
Bank has already instructed the commercial banks to gear up their terrmelending activities,
specially for tha SCls in the private sector, and issued some instructions/guidelines in this
ragard which included, among others, the following :

(i

fiil

i

fiv]

vl

il

fii}

To set-aside at least 5.0 percent of scheduled banks’ frash lpanable funds
o annual basis far invastment in tha 5.C.1 sectar gl a concessional interest rate
of 10.0 percent per annum without any service charge or fee;

To open separate 'Celiz” in the main offices of banks 10 spacially caler 10
the financial needs of the SCls, and to establish a separate "Desk’ with at least
one experienced officer in each of the district level main branches for handiing
industrial boan proposals:

To give special prionty to women entreprensurs in sanctioning project
Ioans in the SCI sector:

To relay the requirement of collaterals in respect of entrepreneurs having
special skills and technical education,

To take decision about sanction or othenwise of industnial loan proposais
within & maximum period of 3 months from the date of receipt,

To pravide necessary working capital loans to the sanctioned projects at
14.0 percent rate of interest per annum; and

To give special priorty in sanctioning project loans for lessileast
developed areas for ensunng approprate. and wider regional dispersal of
Industries
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L With a view t0 encouraging establishment of the SCi projects with bank finances,
a low debt-equity ratio of B0:20 has already been allowed as per govemment decision
Moreover, in view of the substantial increase in the cost of projects the dafinition of a
small and cottage industry has been further widened by raising the maximum ceiling of
investment in machinery of these mdustries from Tk 1.0 lakh to Tk. 3.0 lakhs tor the
purpoze of getiing axamption of excise dutly.

7.3 In the light of tha above poficy options, the Bangladesh Bank took some supportive
measures for proper development of the SCI sector during 1987-88. The ceiling of each
loan under the Special Credit Programme for small and cottage industries has dlready been
enhanced from Tk 2.0 lakhs 10 Tk 4.0 lakhs, For evaluation of projects and recovery of
loars i the SC1 sactor, banks wera advised 1o lake the services of tha Bangiagesh Small
and Cottage Industries Comporstion (BSCIC) as far 83 possible. In the case of
entrapraneurs having special skills and technical know-how in'the SCls banks 'were
allowed 1o sanction upto Tk 2.0 lakhs for sach individusl entrepreneurs and upto Tk, 5.0
lakhs for a group of five, Besides, the Bangladesh Bank issued spacial Instrsctions to the
financing banks 10 ensure supply of necassary working capital to the sanctioned industrial
projects, in general, and small and coltage industries, in particulas, during the year. Banks
were advised to advance 50 percent of the loans to be extended to the SCI sector as fived
capital and 50 percent as working capital.

7.4 The Bangladesh Bank provided refinance facility to banks at the Bank Rate up 1o 50
percent of their working capital loans not exceading 180 days o inqtigil!ﬂai projects,
including those of small and cottage industries; commencing production on or after July 1,
1986. Refinance facility was also allowed to banks against thekr financing of tarm project
loans extended on or after July 1, 1987 at an interest rate of 2.0 percent below the rate
charged by banks on such loans. In addition, the Bangiadesh Bank provided reéfinance at an
interest rate of 3,6 percent per annum upto 100 percent of the expart credit (excluding
overdues) extended by banks for the three small and cottage industry products. namaely,
light engineering and electrical goods, handicrafts and handloom products.

Credit Guarantee (Small Loan} Scheme

7.5  The Credit Guarantee [5mall Loan) Scheme introduced for reducing the nsk of
providing bank finances to the SCls remained In operation during 1387-88.

Disburgsement of Credit 1o Small and Cottage Industries

T8 Im-gocordance with the directives of the Bangladesh Bank, the-scheduled banks
continued to extend at least 5.0 percent of their fresh loanable funds fo the 5C| sactor
during 1887-88. After the announcement of the Industrial Policy of 1888, the Bangladesh



Bank introduced the system of aliocating bank-wise targets for disbursemant of laans to
the SCIs. The scheduled banks extended a total of Tk, 47. BO croras during the six months
from ' January to June, 1887 and Tk, 123.00 crores during 1887-88 to the SC! sector,

Special Credit for Small Engineering Enterprises
of Dholaikhal-Zinzira Areas

&7 The Bangladesh Bank granted a demand loan of Tk, 5.0 crores to the Bangladesh
‘Small and Cottage Industries Corporation (BSCIC) towards the middle of 1987 for
providing working capital and term loans to the small enginesring enterprises within the
meaning and definition of the SCls located at the Dholaikhal and Zinzirs areas of
Metropodis Dhaka. OF this, Tk, 3.0 crores were to be given as working capital and Tk, 2.0
crores as term loan for BMRAE of the above enterpnses. The BSCIC will have to repay
Tk 3.0 crores working capital portion of the loan, togathar with interast @ 10.75 parcent
{Bank Rate) per annum, within 3 years including grace period of one year. The BMRE
companent {term loan) of Tk. 2.0 crores, togathar with interast @6.76 percent par annum,
shall have to be repeid within B years including one vear's grace perod.

78 The BECIC disbursed & total of Tk, 486 croras to 244 entarprses within the
sehaduled time perod of loan which ended on Jure 30, 1988, The above deadline was
extendad by the Bangladesh Bank for another periad of three months upon request from
the BSCIC.

Consartium Fund for Small and Cottage Industries

78  Efforts for the creation of 8 Consortium Fund with the combined assistance of the
Sonali Bank, the Janata Bank ardf the Agrani Bank for providing short and long term cradst
to the amall and Cottage Industnes under the supervision of the BECIC rermained under
active consideration during the year. Uinder the arrangement, the above banks shall
provide financial assistance from the Fund to the appropriate small and cattage industrial
projects to be approved and recommended by the BSCIC, A= per existing instructions of
the Bangladesh Bank, the loans will be dishursed at an annual interest rate of 10.0 percent
for term loans and 14.0 percent for worang capital. The Bangladesh Bank will provide
refinance upto 100 percent of the term loans extended out of this Fund at an interast rate
gf 7.0 percent per annum,

Small Industries Bank

710 Tha Bangladesh Bank issuad a ‘Letter of Intent’ on December 17,1987 in réspact
of the propesal for establishment of a new bank named "Bank of Small Industrees and
Commerce, Bangladesh Limited' under the sponsorship of the BCC Foundation. The
paid-up and authorised capital of the proposed bank will be Tk, 10.0 crores and Tk. B.0
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crores respectvely, of which 70 percent will befong to the BCC Foundation and the
ramaining 30 percent will remain under the control of the Government of Bangladesh. The
distinguizhing characteristic of the proposed bank is that while pqr{i:unirg normal banking
business like other commercial banks it will keep at least 50 percent of its loanable funds
for disbursment to the SCl sector,

11 The Bangiadesh Bank continued to supervise the financing and implementation
of a numiber of prograrnmes relating to small and cottage and/or rural-agro-based industrial
projects under different foreign credits/grants during 1887-88. A bref review of the
impartant programmes i3 geen below:

il  Third Small Scale Industries Project (SSi-II)

A rafinance credit scheme was drawn under the namae Third Small Scale Industry
Project (SSHIIN for setting up small and cottage industries in the private sector with a
fund equivalent to SDR 22.87 millicn received under 1DA Credit N, 1085-BD. The
Bangladesh Bank administered the project implerantation wark of the above
scheme. The Schems want into oparation from January 15. 19681 and was concluded
on December 31, 1988, The three Participating Credit Institutions (PCls) namely, the
sonali Bank, tha Agrani Bank and tha Janata Bank axtended tefm loans 1o-a large
number of small industrial projects at 13.0 percent rate of interast without any extra
"‘premium’ or "senice charge’. The Bangladesh Bank provided 100 percent refinance
ta the PCls at three different interest rates of 5.0 percent, 6.0 percent and 7.0 parcent
per annum depanding on the size of the sub-lbans dishursed by them.

A total of 683 sub-projects involving & total of Tk. 61.07 crores was approved by
the Bangladesh Bank for refinance under the Scheme. Of this; 394 sub-projects
imvedving Tk, 38.29 crores or 64.0 parcent of the sub-loans were in urban areas while
the remaining 289 sub-projects invoiving an amount of Tk 21.28 vrores or 360
percent of the subdoans were In rural areas. Economic classification of  the
sub-projacts approved for refinance shows that Tk, 50017 crores or 8222 parant of
the sub-loans were for 532 sub-projects relating to food and allied Industries, taxtiles,
enginesring, paper, board, printing and packaging and chemicals, pharmaceuticals
and allied industries, The Bangladash Bank provided a total refinance of Tk 57,43
crores against sub-loans disbursed by the PCls under the Scheme.

Dunng the term of the Credit, a total of SDR 20.15 million of 88,1 percant of the
total credit of SDR 22.87 million was utlised. The funds made avallable under the
Credit remained partially unutiised mainly dug 1o the conditionglities set by the DA
for extending at least 40.00 percant of the sub-loans against sub-projects with fixed
costs upto Tk 10.0 lakhsasalso for limiting the masimum size of he subloans at
Tk, 30.0 |akhs



iil

iii)

iv)

NORAD Grant {Refinancing) Scheme

A revolving fund knawn as the "NORAD Grant Refinancing Fund' was created in
the. Bangladash Bank with a Grant of NOK & million equivalent to Tk, 1 67 crones on
January 20, 1983 for providing refinance against financing of appropriate small and
coltage industral projects in Bangladesh. Under the programma, the Bangladesh
Bank provided & total refinance of Tk 1.51 crores against financing of 2,983 SCI
projects by the two PCls viz, the Sonali Bank and the Janata Bank upto June 30, 1968

Refinance under the Saudi Grant

A programima wag drawn in 1982 for providing reflinance against selected SCI
projects with US $ 4 million out of a total amount of US $ 150 million recenved under a
Grant Agreement signed with the Government of the Kingdom of Saudi Ambia. The
BaCIC and the Janata Bank were jointly entrusted with the responsibility of selecting
S projects mrfinandhg under the programme. The Jarata Bank approved a total of
47 8C| projects involving Tk 11.22 crores upto June 30, 1888, The Bangladesh Bank
provided a total refinance of Tk. B35 crores upla June 30, 1888 against
disbursements made by the Janata Bank in respect of 28 projects.

Financing of Rural and Agro-based Industries
under the ADB Loan No. 773-BAN(SF)

Linder a Loan Agreement, the Asian Developmeant Bank (ADB) agreed 1o provide
a credit ling of 5DR 18:58 million for financeng rural and agro-besed small and medium
scale industries in Bangladesh, The Bangladesh Bank has been entrusted with the
responsibility of co-ordination and supervision of projects to be implemented under
the Credit, The Credit became effective from July 31, 1986 and was schedulad to be
dizbursed in-2 years but one additional vear will be available as-8 draw-down penod.
The meximum sze of loan for a project under the Credit would be egunalent 1o
UEE 1.0 milion and could be used only for fimancng the foreion exchange cost of the
sub-projects. Howewver, only & small amount of fund of the Credit could be utilised
upto-June 30, 13688 due mainly to the high interest tate of 14.5 percent per annum as
compared 10 the banking sector's existing rate of 10.0 percant fixed for the SCI sector
as glgo o the conditicnalities set for selecting sub-projects under the Credit.

in order to make the Credit realistic for oparation, the ADB has récently reduced
the interest rate to 10.56 percent (exttuding premium for exchange rate fluctuations)
and agreed 1o extend the Cradit to cover other prionty sectors a5 identified in the
Industrial Policy of 1986. Meanwhile, the Governmant of Bangladesh has moved 1o
the ADE for allowing financing of local currency cost of projects with tha fund of the
Credit a8 also for extending the validity of the Credit upto July 30. 1988
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Bangladesh Small and Cottage Industries Corporation

712  The Bangladesh Small and Cottage Industries Corporation (BSCIC) plays an active
role in the development and expanson of small and coltage industries in the country. Tha
principal abjectives of the BSCIC are to create additional employment cpportunities
throwgh setting up of new industries as well s ensunng maximum capacity utiksation of
existing industries, to help increases production and Income and theraby uplift the standard
of socig-econgmic life. For successful realisation of the above objectives, the BSCIC
renders all sorts of help and co-operation In varous fields of industnal promation, including
development of entre-prensurship, preparation of project proposals, appraisal of projects,
arrangament of credit, recovery of cradit and providing necessary facilities 1o sick
industrnes for making them profitable. The BSCIC also takes active part in the promotian of
domestic as well as intemational marketing of goods produced by small and cotlage
industrias.

713 The BSCIC, with resources of commercial banks and funds available for different
programmas drawn under domestic and foreign credits, arranged for sanction of loans in
favour of 1,111 small and 4,116 cottage industries involving total investment outlays of
Tk. 156,78 crores and Tk, 1.23 crores respactivaly during 1987-88. These included 2,065
units of cottage Industries established at a cost of Tk. 0.54 crore by women entreprensurs
During the firat three years {12B5-86—1987-68) of the Third Five Year Plan, the BSCIC
made amangemenis for sanctioning credit to 2,817 new and 11,158 existing cottage
industrial wnits invohing investmant outlsys of Tk, 272.03 crores and Tk, 3.68 crores

respectively

7.14 Tha BSCIC offered pre-investrment and postinvestmeant consultation sanvices in
respect of project preparation and project managenient to 5,755 entreprensurs during
1987-88. The BSCIC also imparted various vocational training 1o B.526 unemployed youths
{bath g and wdaman) with a vigy 1o making them capable of baeing engaged in different
self-employmentafincome generating activities, During the first three years of the Third
Frve Year Plan ended in 1887-88, the BSCIC was able to create employment opporiunities
for & tetal number of 1,112,817 parsons by providing training/skill development facilities as
well as making credit arrangements.

Industrial Estates Programma

716 With a view to providing mfrastructural facilities for establishment of industrial
projects, the BSCIC had set up 20 industrial estatas having 3,368 plots.of different sizes
during the sixties, Upto the end of 1987-88, 2,866 plots for setting up of a total.of 1,342
industrial units were alloted by the BSCIC, of which 1,130 units have hmabt up while the
remamning 212 units remalned in different stages of implementation; Th_-a BSCIC took
initigtive for setting up of B new industrial estates smbodying 1,186 plots during the
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Second Five Year Plan. Upto 1987-88, 581 plots were alloted by the BSCIC for setting up
of & total of 277 industrial units in these estates, of which 46 industrial units have already
been set up and the remaining 231 units were in different stages of implementabon. In
order 1o create further infrastructural facilities for supporting establishment of industries
through establishment of one industrial estate in each district headquarter, the BSCIC has
taken up & programme for implementing setting up of 45 industrial estates during the
current Five Year Plan,



CHAFTER Wil
HOUSING POLICY AND HOUSE BUILDING FINANCE

Housing Polioy

81 There has not been any basic change in the Gowernment Housing Policy during
1987-88. The present policy seeks to make necessary arangements far distribution of
suitable land, services/utilities and easy term finance 1o a large number of Governmant
and Semi-Govemment emplovees with @ view o enabling them bulld their own
housesflats as well as to enlarge and standardise the existing residential accommodation
of Govemment and autonomous organisations. Construction of “core houses' for
distribution among ndividuals of small mesns is also a part of the Govermmant's housing
pabicy. One of the aims of the policy is to encourage construction and distribution of
mult-stoned fats on hire-purchase syvetem in both the public and the privats sectors.
Conceszionary financing for construction of mult-stoned building at Upezilla headguariers
and strong semi-pucca dwelling houses in rurael areas has now become an important part
of tha Govermnment Housing Policy,

House Building Finance

The House Building Finance Corporation

8.2 During 1987-88 the Bangladesh House Building Finance Corporation [HBFCH
continued to provide house building finance under two main programmes, vz, (il ‘General
Loan Programmeé’ for single unit bulldings; and (il “Multistoried Loan Programme' for
construction of mult-storied apartment houses.

General Loan Programme

8.3 The maximum ceiling of loan under this programme remained unchanged at Tk 6
lakhs during 1987-B8. The rate of interest also remained unchanged &t 13.0 percent
{simple) per annum for the first Tk, 4 lakhs and 16.0 percent per-annum (simpla) for the
resl Tk, 2 lakhs. Under this prograrmme, the HBFC sanctioned 1,047 ksan cases for a total
of Tk, 37.95 crores during 18687-86 as compared with 2,629 loan cases sanctioned for a
total of Tk. 81.02 crores in the previous year: Actual disbursement of loans under this
programma during 1987-88 stood at Tk, 55.81 crores as aganst Tk, 78633 crores dishursed
in 1986-87. The: outstanding -amount of loans lincluding: interest) under this programme
stood at Tk. 579.63 crares at the end of June, 1888 as compared to Tk, 502.17 crores at
the end of June, 1887,
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Mutti-storied Loan Programmae

8.4 The ceiling of foans provided under the Multi-stoned Loan Programme remained
unchanged at Tk 7 lakhs and Tk. B lakhs for construction of mult-stoned apartment
buildings with covered areas of B0O sfts. and 1000 sfts. réspectvely in aach floor during
1987-88, The rate of interest also remained unchanged at 10.5 percent {gimple) per
annurm. Uinder this programme, the HBFC sanctioned a total of Tk. 40.26 crores against
584 loan cases comprising 2,274 housing units dunng 1987-88. This compared with 1,272
loan cases compnsing 4,663 housing units sanctioned for a total of Tk, 80.66 crores during
1986-87. Of the total loans sanctioned during 1987-88, Tk. 28.82 crores or 71.8 percent
was sanctioned for construction of 1,660 housing units in the Dhaka Zone. Theé amount of
loan and the number of housing units sanctioned for Chittagong, Khulna and Rajshani
Zones were Tk B.02 crores Tor 319 housing units, Tk 3.52 crores far 198 housing units
and Tk, 1.80 crores for 89 housing units respectively, Actual disbursement of loans under
the programme during 1987-88 stood at Tk 53.76 crores as compared to Tk, B3.37 crores
dishursed during 1986-87. The total amount of loans disbursed undar this programme
gince its ntroducton in July, 1877 upto June 30, 1988 stood at Tk, 538,26 crores against
which Tk. 652.14 crores (including interest) remained outstanding. :

Concessionary Loan Facility for Construction of Pucca Houses
in Upazilla Head CQuarters

BS5  In addition lo the above two main programmes, the House Building Finance
Corporation, in accordance with the Government decision, continued 0 extend 3
miaxdmurm of Tk 2.0 [akhs as house building loans a1 8 concessional interest rateof 50
percent (simpla) per annum 10 ancourage construction of putca houses in Upazilla head
guarters, Under this faciiity, the HBFC sanctioned 209 loan cases for & totai of Tk, 4.08
crores during 1987-88 as compared with 391 loan cases sanctioned for a total of Tk, 7.52
crores in 1986-87.

Sanction, Disbursemant, Recovery and Qutstanding
Balance of the HBFC Loans

88  The total amount of loans sanctioned and disbursed by the HBFC under all tha
abave programmes during 1887-88 stood at Tk 82.29 crores and Tk. 108.57 orores
espectively. These compared with the sanction and disbursament of Tk, 178.40 crores
and Tk. 138.70 crores respectively during 1986-87. Upto June 1988, the HBFC sanctoned
& total of Tk. 1,194.60 crores for construction of 76,263 housing units against which an
amount of Tk. 1,044.13 crores was disbursed. The Corporation recovered a total amount
of Tk. 55.15 crores during 1987-88 as compared to Tk 44 83 crores during the preceding
vear. The amount of HEFC loans outstanding against all the programmes-as on-June 340,
1988 stood at Tk. 1,231 .77 crores a5 compared to Tk, 1,072,268 crores as on Juna 30,1887
The amount of overdua [oans stood at Tk, 160.00 crores or 13.0 percent of outstanding at
the end of June, 1968 as compared to Tk. 151.00 crores or 14.1 percent of outstanding at
the end of Juna, 1887
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Collection of Funds Through Sale of Debentures of the HBFC

8.7 Total funds raised by the HBFC upto Juna 34, 1588 through sale of debaniures 1o
the Bangladesh Bank, the commercial banks and the Sadharan Bima Corporation stood at
Th: 1,231.30 cromes which included Tk 13687 crores raised dunng 1987-88. The
Bangladesh Bank's financing of the HBFC debantures amountad to Tk, 768 85 crores upto
June 30, 1888 and the remaining amount of Tk 46245 crores was financed by the
commercial banks and the Sadharan Bima Cofporstion

Commaercial Banks" Financing of House Bullding

88  The commercial banks continued to provide house buillding finances upto Tk. &
takhs (inclusive of any ioan from the HBFC) and above Tk § lakhs in appropriate cases with
prior appraval of thair respective Board of Directors for construction of residential houses
as well as commercial buildings at an interest rate of 16.0 percent per annum. Loans
distairsed by the nationalised commercial banks in fhe housing sector during 19687-88
amounted to Tk. 6.16 orores as compared to Tk 1287 croreg disbursed dunng the
preceding year, The private banks extended Tk, 560 crores as housing loans during
198788 which included Tk 1.8% crores provided by the foreign banks operating in
Bangladesh, Total outstanding house bullding locans provided by the nationalised
commearcial banks, private banks and the foreign banks operating in Bangladesh stood at
Tk. B0.00 crores as on June 30, 1988

Rural Housing Financing Scheme of the Bangladesh Bank

88  The 'Rumal Housing Financing Scheme’ of the Bangladesh Bank introduced n
January, 1984 remained in force during 1887-88 Under this Schame, the Bangladesh
Bank allocated a total af Tk 10.0 crores for 100 parcent refinance 10 the Participating
Commerclal Banks (PCBs), namely, Sonali Bank, Janata Baenk, Agrani Bank and Rupah
Bank al 3.0 percent rate of interest per annum, Since introduction af the Scheme upto
June 30, 1888, the PCBs disbursed a total of Tk.19.66 crores for construction of 3,571
houses in the rural areas. Of this, the Participating Commiercial Banks claimed for a total
refinance of Tk 14.30 crores for construction of 2,501 housas - against which the
Banpladash Bark disbursed a sum of Tk 6.45 crodes for construction of 1,114 houses as
refinance. Claims for Tk. 5.08 crores exténded against 881 houses were cancellad on
aocount of imequlanties of the cases, while that for Tk, 2.76 crores againat 506 houses
were under consideration upto the end of Juna, 7384

Grameen Bank's Financing of House Building

810  Housing loans are atst provided by the Grameen Bank. During 1987-88, a total of
Tk. 23.25 crores wera dishursed by the Bank 1o its membaes borrowars [or copstrecion of

gemi-pucca houses, The maximum ampunt of boan paydble to each borower 18
Tk 1800000
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CHAPTER 1X

PUBLIC FINANCE
Main Objectives of the National Budget for 1987-88

91 The national budget for 1987-88 was prepared keeping in view the main ochjectives
of mobilization of increased domestic resources, creaton of additional employmant
opportunities by augmenting productive investments, increasing agricultural and industrial
production. improving supply of goods through increased production and  imports,
accelerating the pace of industrialisation, maintaining price stability through pursuance of
appropriate fiscal measures and monetary policy, extending alloyt efforts and support for
baosting up exports and strengthening the programme for population control. With a view
o increasing revenue collections, steps were taken in the Budgel for 19B7-88 for
restructuring/rationalising the tax rates and expanding the tax base In order to heip
acceleration of the pace of industralisation, increase production and expaorts of industrial
gooos and 1o make domestic products mone compatitive with impored goods the rates of
custom duties and sales tax for a large number of industrial raw materialsizpares were
reduced and rationatised, Duty rates on varous imported and locally produced essential
consumer goods and other manufactured commaodities were also rationalised. For
encouraging savings and imvestment, the exempton limit and rates of allowances and
deductions in respect of indivadual tax payers were ingreased, the rates of company taxes
wera reduced and all dividends in respect of shars holders other than companies weang
fully exempted from tax. However, a8 & result of reduction in purchasing power and
effective demand in rural areas due to damages caused by floods, slowing down of
industrial production and reduction in the import of dutiable goods, total revenue réceipts
in the revised budget for the vear was lowered by Tk 17300 crores

Budget for 1987-88

2.2 The original budget estimates for 1987-88 envisaged total revenue receipts of
Tk. 5,319.00 crores and total revenue expanditures of Tk.4,481.00 crores, thus showing a
revenue surplus of Tk, 838 00 crores. The budget estimates were subseguently revized,
piacing revenus recaipts Tk 173,00 crores lower at Tk, 5.148.00 crores and revenue
expenditures Tk. 248.00 crores higher at Tk, 4,730.00 crores. thus showing a smaller
rewenue surpluzs of Tk, 416.00 crores.

8.3 The revized budget estimate for 1987-88 showed increases in revenue receipts
under the following heads: Excise duties (+Tk. 39.50 crores to Tk, 1,172.00 crores);
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Genaral Adminsstration and Services (+Tk. 14,44 croses (o Tk, 121.46 crores); Other
non-tas, Revenue (+ Tk 29,28 crores to Tk, 65.01 crores); Sslesiax [+Tk. 26,80 crores 1o
T 526,00 crores); Telegraph and Telephone (+Tk. 26.13 crores to Tk 6517 crores netl,
Mon-udicial Stamps [+ Tk. 8.00 crores to Tk 170.00 crores); Intarast [ncame {+Tk. 15.00
crores I Tk 22500 croresk amd - Other Revenue Receipiz (+Tk. 25.8B crores 1o
T, 27911 crores). The gbove increase in revenue was maore than offset by decreased
revenua receipts under import and Export duties (-Tk.161.30 crores 1o Tk 1.618.00
giores); Raihway (- Tk. 88.41 croras i (netl —Tk. 148.00 crores); Dividend and Profit from
Public emerprises |—Tk B0.36 crores o Tk 13500 crores); Income tax {—Tk, 3600
crores lo Tk, 662.00 croresl, Dividend and Profit from Non-financial Public Enterprises
(=Thk. 10,00 crores to Tk, 80,00 crores); Registration [—Tk.7.00 crores to Tk. 60.00 crores):
Land Development tax (—Tk. 1.00 crore to Tk.B3.00 crores| and Residual lems
[~Tk. 10,46 crores w0 Tk, 26.25 crores).

8.4 The heads under which revenue expenditures Increased in the revised budget for
198788 were: Social and Community Services {+ Tk, 182.35 crares 1o Tk. 524 86 crares),
Dafanca (+Tk 8363 croras to Tk, B32.13 croresl, Interesl on Foreign, Debt (£Tk. 51.69
crores to Tk, 350.38 crores), Education {4 Tk, 44 BB crores to Tk, 820,20 crores); Geperal
Administration and Services (+Tkd 3.20 crores o Tk, 324.82 crores), Police and BDA
{+ Tk 35.81 groras o Tk 33190 cromas), Interest on Domaste Debl (+Tk.21 B3 crodes 1o
Tk. 24036 crores); Pension and Retrement Benefit (+ Tk, 17.22 crores to Tk 122.73
crores); Agriculture and Allied Services (+ Tk 16.37 crores to Tk, 149.12 crores); Health
and Family Pianmng (+Tk 1578 croras 1o Tl 304 B4 crores); Crgans of Govammaent
[+Tk. 14.38 prores 1o Th42.083. crores), Transport and Commmanication ™ (+Tk. 12.87
crores o Tk-B5.51 crores) and Other items {4 Tk, 27.18 crores to Tk. 434.23 crores), These
increasas were partly neutralised by declines in Unexpected Expenditures (—Tk. 243.14
crores (o T 9.86 crares]; Sunsidies [(—Tk. 54.30 crores to Tk, 84 29 crores); and Foreign
Atfars [—Tk.0.08 crore to Tk, 81.03 crores),

Annual Development Programme for 1987-88

9.5 The size of the Annual Development Programime (GA0F) for 1987-B8, which was
originally placed al Tk 504800 crores, was subsequently revised downward by
Tk. 305,38 crores to Tk.4.650.81 crores. The revised size of giernal assistance for
fingneing the ADP stood at Tk, 4,371.61 crores which was Tk 67.81 crores higher than
the ariginal budget estimates. The gross domestic resources available for financing the
ADP, on the other hand, stood at Tk. 584.70 crores due 1o staling of the revenue surplus
and exira budgetary resources down o Tk 416.00 crores and Tk. 168,70 crores respec
tively. However, gs a result of the deficit of Tk 217.00 crores in domestic capital (netl and
of Tk 275,00 crores In - the food budget. net domestic resources stoed a1 Tk 52,70
CIOMES,

*  Expluding Asibway

™
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Budget Estimates for 1988-89

8.6 The budget estimates for 1988-89 placed revenue receipts at Tk 556900 crores
and revenue expenditures at Tk. 5250.00 crores, thus showing a revenue surplus of
Tk 31200 crores (including effects of rew taxes to the extent of Tk, 517.00 craores). Of
the total revenue receipts, Custom duties are estimated to yield Tk, 1,743.00 crores,
Excise duties Tk, 1,245 crores, Incame tax Tk, 730.00 crores. Sales tax Th. §12.00 crores,
Mon-Judicial Starmps Tk 17600 croras, Intarast incomes Tk 230 .00 crores, Diwdand and
Profits from Public Financial Institutions Tk. 163.00 crores, General Administration and
senices Tk 11792 crores, Land Development tax Tk, 8500 crares, Dividend and Profits
from Mon-financial Public Enterprises TK. 7500 crores; Telegraph and Telephone Tk 73.08
crares, Aegistration Tk. §7.00 crores, Agrculture and Allied Senaces Tk, 64,17 crores and
Hesidual itams Tk.178.83 crores. Sabent Teaturas of the new fiscal measures have baen
provided i Annexure 'A of the Appendis Of the total revende expanditures, Defence and
Education account for Tk, 924.50 crores and Tk, 840.08 crores respectvely. Other major
heads of expendituras arg: Intarest on Foreign Debt Tk, 537 .00 crores, Social Community
Services Tk. 372.19 crores, Health and Populstion Control Tk. 318.72 crores, Interest on
Domestic Debt Tk, 247,83 crores, Police Tk 242 93 croies, Unexpectaed Expandituras
Tk. 184 .00 croras, Genaral Administration Tk, 188 82 crores, Sabsidies Tk. 177 .34 crores,
General Services Tk, 166.73 crores, Agriculture and Allied Services Tk, 1563.50 crores.
Fiscal Services Tk, 129.26 crores, Pensions and Retirement Benefits Tk 126.00 crores,
BDR Tk, 119.58 crores, Foreign Affairs Tk 80,88 crores and Other items Tk. 431.84
CIOres.

Annual Development Programme for 1885-38

87  The sira of the Snnual Development Programme (ADP) for 1988-89 has been
estimated at Tk. 5,315.00 crores. This shows an increase of Tk 864.39 crores or 14.3
percent over Tk 4.650.61 crares of the mvisad ADP for 108788 Of the total outhy,
Tk B11.36 crores (15.3%) has been allocated for Power, Tk, 677.43 crores (12.7%) for
Flood Control and Waiter Resources, Tk. 676.11 cromes (12,7%) for Transport, Tk 380.01
erores [7.19%) for Industries, Tk. 366.75 crores (B.9% far Agriculture and Tk. 340 00 crores
{6.4%) for Upazilla Infrustructures and Assistances to Upazilla Parishads, Allocations for
Education and Religion and self-finance schemes of Autonomous Bodies are Tk 302.09
crores (5. 7%) and Tk, 285.73 crores (5.6%| respectively. Cther allocations are: Oil, Gas
and Matural Resources Tk. 252 60 crores (4.8%), Population Control and Family Planning
Tk. 230.00 croves (4.3%), Physical Planning. Water Supply and Housing Tk. 214 23 crores
{4.0%) and Rural Development Tk, 185 43 crores (3.8%). An amount of Tk 573,36 coores
[10.B%) has been allocated for other sectors, The Annual Development Frogrammse for
1986-89 envisages a total foreign assistance of Tk. 4,554.00 crores or 85.7 parcent of the
total outlay as against 94.0 percent in the revised ADP for 198788,



Government Borrowings

Two-vear Special Treasury Bond

9.8  The gutstanding balances of borowings by the Government against Two-Year
Speacial Treasury Bond' including bonds worth Tk, 80.00 crores reissued during 1985-86
stood at Tk, 1.17 crores as on June 30, 1988 as compared to Tk. 61.36 crares as on Juna
30, 1987,

11 Percent Government of Bangladesh Loan-18892

2ot The outstanding amount against the 11 percant Government of Bangladesh
Loan-1992 floated in Ootober, 1982 remained &t the last year's end level of Tk, B3.76
crores as on June 30, 1988

MNon-Banking Treasury Bills @8 Percent Discount

210 The outstanding balances of the Non-Banking Treasury Bills @ 9.0 percent
discount stood at Tk, 1.13 crores as on June 30, 19688 as compared to Tk. 16.08 crores as
on June 30, 1987,

Mational Band for Non-Bank Investors

211 The outstanding balances of the "Mational Bond for Mon-Bank Investors' stood at
Tk. 129 80 crores as on June 30, 1988 as compared to Tk.162.80 crores as on June 30,
1987, The bond was issued for sala from December 1, 1985 and remainad on sale till
Septembar 15, 1986

5 percent Income Tex Bonds

812  The outstanding amount of the revalidated 5.0 percent Income Tax Bonds of the
argtwhile Pakistan Government held by Bangladeshi nationals and institutions as on Juna
a0, 1888 remamed unchanged at the level of Tk 078 crore as on' Jume 30, 18987,

G.P. Motes /! Stock Certificates and Dafence Bonds

8.13  The outstanding amount of G.P Notes{Stock Certiticates and 5.0 percent Defence
Bonds of the erstwhile Pakistan Governmaent and itz Provingial Governments hald by
Bangladeshi nationals and institutions, liabilities of which have been accepted by the
Govemement of Bingladesh but awaiting redemption stood at Tk, 2.32 crores as on June
30, 1888 as compered to Tk 280 cromes as on Juns 30, 1987,




& Percent Non-Negotiable Bonds

814" The amount of 5.0 percent "Mon-Megotiable Bonds' issued by the Govermmeant of
Bangladesh to the shareholders of nationalised industries as compensation stood at
Tk. 13.81 croras as on June 30, 1968 as compared 1o Tk.13.59 crores as on June 30, 1887,
As against the 10tal bonds issued, an amount of Tk, 13.23 crores has bean paid as maturity
value, leaving an outstanding balance of Tk, (L38 crore as on June 30, 1983

g percent Savings Bonds

815  The amount of 8.0 percent Savings Bonds issued by the Governmearnt of
Bangladesh against 100 Taka Demaonetised Notes stood at Tk. 1.88 crores as on June 30,
1984 a5 compared to Tk. 1.87 crores as on June 30, 18987, Out ofthis, payment of maturity
value has been made for a total of Tk 1.75 orores, Jeaving an outstanding balance of
Tk 0138 crore as on June 30, 1583

Savings Instruments
Bangladesh Saving Cenificates *

916  The net encasnment of Bangladesh Savings Certificates through the banking
system stood at Tk, 18.54 crores as on June 30, 1988 as against Tk, 18.49 crores as on
June 30, 1987,

Pratirakkha Sanchayas Patras

917  The net sale of '‘Pratirakkha Sanchaya Pairas™ through the banking system
amounted to Tk. 369.8B8 crores as on Juna 30, 1988 as against Tk 276.84 crores a3 on
June 30, 1987. Sale and encashmeant of Pratirakkha Sanchaya Patras by the banking
sysiem during the year under review werg Tk 103.63 crores and T 10.59 crores
respectively, THe net sale of Pratirakkha Shanchays Patras through Post Offices stood at
Tk 88.04 crores during 1987-88 as against Tk, 36.86" crores dunng 198887

Bonus Sanchaya Patras

918  The net sale of ‘Bonus Sanchaya Patras' through the banking system amounted
to Tk, 28 .40 crores as on June 30, 1988 against Tk. 19.27 crores as on June 30, 1887,
Sale and ancashment of Bonus Sanchaya Patras dunng 1987-88 were Tk.12 85 crores and
Tk.lﬂ.?i.' crores respecively. The net sale of Bonus Sanchaya Patras through Post Oifices
stood at Tk. B.15 crores duning 1987-88 agamst Tk.2.627 crores during 198687

* Sale-of Bargladesh Sawngs Canificars wae discontinusd fite, Decembear, 1977
‘Ri=Renised. -



5-Year Bangladesh Sanchaya Patras

9.19  The net sale of 5-Year Bangladesh Sanchaya Patras through the banking system
amounted to Tk, 43.95 crores a5 on June 30, 1988 as against Tk. 24.85 croras as on June
30, 1987, Sales and ensashiment of 5-Year Bangladesh Sanchaya Patras during the year
under report were Tk, 20:44 crores and Tk, 1.35 crores respectively. The net sale of 5-Year
Bangladesh Sanchava Patras through Post Offices stood at Tk 2830 crores during
1987-88 as against Tk, 12.19" crores during the previous year

Bangladesh Prize Bonds

8920  The progressive net sale of 10-Taka Bangladesh Prize Bonds amounted to
Tk. 14.66 crores as on June 30, 1988 as compared to Tk 14.73 crores a5 on Juna 30,
1887. The sale and encashment of 10-Taka Prize Bonds during 1987-B8 stood &t Tk, 6.08
crores and Tk, 6.26 crores respectively. Fifty three series of 10-Taka Prize Bonds were put
on sale upta June 30, 1988. The progressive net sale of b0-Taka Prize Bonds amounted 1o
Tk, 22 65 crores as on Juna 30, 1986 as against Tk, 16.90 grores as on June 30, 1887 Ten
garies of the Bonds wers put on sake upto June 30, 1888 Bi-monthly prize draws are haid
for both the bonds in alternate months under the single common driaw 2ystam. The
fallowing two decisions in respect of claims for prizes against the bonds were taken on
Februany . 28, 1988;

a) With effect from the Draw held on March 15,1988 and for all Draws thereatter,
claims for prizes must be jodged within ane vear from the date an which diaw
is held

b The claims for prizes in respect of Draws hald in betwen March 15, 1982 and
Febreary 15. 1988 could be lodged within March 30, 1989

Sale of Savings Instruments (o the Bangladesh Nationals Living Abroad

821  The sale of Prize Bonds and Sanchaya Patras 10 Bangladashi Wage Eamers in the
LLAE. and the LK. during 19E87-88 stood at Tk .50 crore and Tk, 0.01 crone respectively,

Wage Earnars’ Development Bonds

822  The amount of Wage Earners’ Development Bonds sold by diffarent banks stood
al Tk. 84.67 crores as on June 30, 1288 a5 compared to Tk 55710 crores as an June 34,
1887, Out of these, payment of sumender value has been made for a total of Tk809
crores, leaving a balance of Tk. 7652 crores as on June 30, 1968

A= HRevisads




CHAPTER X _
INTERNATIONAL ECONOMIC COOPERATION

161 Promotion of cooperation -among the intemational community of nations for
accaelerating the pace of economic development in Less Developed Countries (LDCs| has
been an important part of Bangladesh's policy. Accordingly, Bangladesh participated in a
number of international meetings/conferences during 1987-88 and, upholding the issuss
of the LDCs, demonstrated a forcefull -stand for further strengthening the tempo of
international ecanomic coopearation and Investmant promation,

Commaonwealth Finance Ministers' Annual Meeting, 1987

T2 Bangtadesh attended the Commorwealth Finance Ministers' Annual Meating
held in the Dover Convention Centre, Barbados, on September 23 and 24, 1887, While

deliberating on the principal agenda 'Current World Economic Situation & Problems,including
IMF and \World Bank Questions’,the Bangladesh delagation highlighted its desp concem
over the declining commadity prices and growing protectionism, Supporting the move for
intérnational debt rebel, the delegation advocated that the United Kingdom, baing the
second biggest creditor country after Japan -and largest recipient of invisible incoma,
should enhance her direct foreign investment in the LDCs. The delegation also
amphasised the nesd for increased financial support for implementation of structural
adjustrment programmes in developing countries,

IMF-World Bank Annual Meetings, 1987

10.3 Attending the Forty-second IMF - World Bank Annual Meetings held in Washing-
ton D.C. during September 29-0ctober 1, 1987, the Leader of the Bangladesh delegation
refermed to the accentustion of reverse transfer of resources from the developing
couniries due. o their deteriorating termms of trade and worsening debl problems. He
pointed out that, despite demonstration of determined political will, structural adjustmeant
efforts in developing countries might not be sustained for lomy in the face of inadequate
net transfer of resources, expanding protectionism in developed countries and faling
commadity prices in the world market, He deplored the fact that guota restrictions are
being imposed on commodities of least developed countries like Bangladesh. Emphasis-
mg the: need for relaxmg the ngedity of condiionalives imposed by the IMF under the
Structural Adjustment Facility [SAFl,  the Leader suggested some messures for
reactivating the process of growth in less developed countries. Thesa weare, among
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others: {al renewed prority 10 aid targets and their fulfiiment; (b follow-up of
recommendations of the Task Force on Concessional Azsistance’: 2] enhancement of
the SAF resources to SDR 9 billion; (d) early implementation of the joint Bank-Fund
Programme of Action for increasing concessional fliows to low-incomea countries; and (&)
conversion of loans into grants for low-income countries facing special difficulties.

Lemiral Bank Governors’ Maeting, 1988

104  The Central Bank Governors® Meeting held at the Bank of England on Juna 10,
1988 was attended by more than 32 Central Bank Governors including the Governor,
Bangladesh Bank. The meating provided an opportunity for an informal review of the
cument world financial situation, in which Governors from the developing countries
expressed their concern gver the existing debt problems and the implications of intarast
rate increasa by industrial countnes for curbing inflationary pressure, During a discussion
with the entreprenaurial investors there, the Bangladesh Bank Governor impressed upan
them that overseas investors might gain much by availing of the potential investmant
opporiunities in Bangladesh.

B2




CHAFTER Xl

BALANCE OF TRADE AND PAYMENTS

Trade Halance

111 The balance of trade (wsible exports less wisible imports) of the country recondad
s detenoration dunng 1887-88. The deficit in the trade balance which had stood at
£ 1,620 milbon or Tk, 4,861 .7 crores in 1886-37 increased by $181 million to$1.801 million
of Th. 5.628.2 crores in 1987-88. This was due mainly to larger import payments of § 2,887
milfion during the year which represented 14.0 percent increase over § 2,620 million in
1986-87. In Taka terms, import payments stood at Tk 9.332.7 crores during 1887-88
which was 16.3 percent higher than Tk, B026.0 crores in the peceding year

Import Payments

112  During 1987-88, imports financed by Cash, Barter and Special Trade, Wage
Earmers’ Scheme, Loans/Credits and Grants amountad to Tk.1.386.7 crores (14.8%),
Tk389.0 crores [4.3%), Tk3.406.0 crorez {36.5%), Tk1LEB12Y crores (19.5%) and
Tk.2,321.3 crores (24.8%| respectively, Long-term loanscredits received from foreign
governments! institutions, ate, were utilised for import under food (Tk. 135.8 crores),
non-food project (Tk. 1,046.6 crores) and nor-food non-progect [Tk, 6373 croresh. Food and
nor-food imports under Grants during 1987-88 stood at Tk, 938 6 crores and Tk.1,362.7
crores respectively. Import payments under major heads duning 1886-87 and 1967-88 are
shawn in Table 1171



TABLE 11

MERCHANDISE IMPORTS (PAYMENTS) *

Commadity 198687 1987-88 N
Crore Tk, Milliar Crore Tk Million
s g S §
1. Fopdgrains 8331 22 1.827.7 489
al Rice 11560.1} (49 (468 6 {150
b Wheat (BR300 1223 {1.063.1) (339)
2. Edible cil & Qllseeds 319.8 104 4131 132
3. Petroleum crude
and patrolasm
products 81559 201 B24.5 200
4. Cotion H24 27 16801 B1
6. Textile yam 116.7 33 110.2 a5
6. Ferlizers AT B 18 104.4 34
7. Chemicals 447 B 148 RE3.0 180
8 Cement 1774 58 148.4 44
9. Capital goods &
ﬂthﬂt.amﬂs_snﬁaﬁ 3.070.7 1,003 26733 BLE
10, Others 231586 755 3,.008.0 863
Total Imports (C&F) B,026.0 2,620 9,332.7 2,987

Export Apceipls

11.3

Crifes

* Sounce: Statstices Deparrment, Bangladesh Bank
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respactivaly,

Racaipts from exports a1t Tk, 3,704 5 croms during 1987-88 was Tk 640.2
crores higher than Tk. 3,064 3 crores during 1986-87. In doflar terms, export eamings
mereased by 3188 million or 18.6 percent to § 1,186 million during 1887-8B, The higher
export recelpts during 1987-88 was attributable mainly to increased:eamings from
readymade garments and leather. Eamings from readymade garments increased by
62,8 percent from Tk, 7910 crores in 1986-87 to Tk, 1,288.1 crores in 198788, while
that from leather went up by Tk. 77.2 crores or 22.3 percent to Tk, 422 8 crores during
the year. Expart earmings from raw jute & jute goods during the year stood &t Tk 2631
crares and Tk HB758



The share of these two items together accounted for 30,7 parcent of total export eamings
during 1967-88. Export receipts under the major heads during 1586-87 and 1987-88 are
ghown in Tabla 11.2

TABLE 11.2

MERCHANDISE EXPORTS (RECEIPTS) *

198587 188788
Commaodity
Crore Tk. h&gl:;n Crorg Tk, Fﬂ'g";‘
1, Raw jute 25977 a7 2831 Bd
2, Juta goods 806.5 796 8768 ZB0
3 Tea Bo2 78 11e.2 38
4, Leather 3458 113 4228 136
5. Fish, Shrimps and
Froglegs 482.3 157 604.0 162
8. Naphtha, Furnace
oll & Bitumean 293 10 a4.8 14
7. Reagymade Garmants 7910 258 12881 412
8. Others 1227 410 1B6.6 Bl
Total Exports {f.o.b.): 3,064.3 1.000 3.704.5 1,186

« Source: Statisties Department, Bangladesh Bank

The Semaces Account

114 The deficit in the Services Account [Le. mwisible receipts less invisible
payments) decreased to Tk, 448.1 crores in 1987-88 from Tk, 463 4 croresn 198687,
This was due mainly to increased receipts under the heads ‘Investrent Income’ and
‘Other Goods and Services' during 198788

Dverall Balance of Payments

1156  The country's overall balance of payments showed a larger surplus of
Tk. 492.5 crores ($ 158 million) during 1887-88 as compared to the surplus of Tk, 291.0
crores {$ 85 million) during 1886-87. The improvement in the overall balance was due
mainly to larger receipts under the head 'Unreguited Transfers'. Receipls under
‘Unragited Transfers’ increased from Tk, 4,022.4 crores in 1986-87 to Tk. 5,.037.1 crores
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i 1987-88, of which net receipts undar afficial transfers:and proate transfers stood at
Tk. 2,676.0 crores (§ 624 million)and Tk 2,.481.1 crores {$ 788 milkon} respestively. Net
capital infiow during the year decreased to Tk 1,563.2 croras (3 500 miflion} from
Tk.1.B20.8 croras (5 588 millionl during 198687

Bangledeshi Wage Earners’ Remittances

116  Foreign exchange remittances by Bangladeshi nationals abroad, specially in
the Middia East, have been playing an important role by providing substantial support to
the country’s balance of payments. Remittances by overseas Bangladeshis incraased
by 7.8 percent to Tk 2,303.9 crores (§ 737 million) in 1987-88 as compared 10
Tk 2.136.3 crores (8 696 million] in 1986-87. Remittances by the Bangladesh nationals
abroad for the penod from 1877-78 1o 1287-88 are shown in Table 11.3

TABLE 11.3

REMITTANCES BY BANGLADESH NATIOMNALS ABROAD
(WAGE EARNERS' REMITTANCES]

i Hetmittance

Year/Period

hillion US & Crare Tk,
197778 101.94 154186
18758-79 124,04 1868 B3
19759-80 245 84 385,45
1980-61 37874 B19.74
1841-82 41238 BAG 85
1882-83 617.28 1.480.15
19H3-84 H9E6.40 1,481.00
188485 438,10 1,146,654
1985-86 56610 1,861 11
198887 696,40 213625
15487-88 737.00 2,303%.90

Foreign Exchange Resarves

11,7 Convertible foraign exchange reserves held by the Bangladesh Bank (ingluding
reserves with the IMF} increased from 8 715 million at the end of June, 1887 to a record
hevel of § 986 million at the end of May, 1988. The reserves, however, dechned 1o $ B56
million by the end of June, 1988 '
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Terms of Trade

11.B  Although the commodity terms of trade recorded an improvement of 099
percent, the income terms of trade showed a substantial decling of 11.78 percent due
mainly to a 12.64 percent fall in the export volume during 1987-B8, The marginal
improvement in commadity terms of trade during the year was the net effect of 8 14.09
percent increase in expon price index and a 12.98 percent increase in import price index,
The terms of trade is given by the ratio of export prices to import prices. The commaoadity
terms of trade shows the volume of imports which could be received in exchange for a

given volume of sxporte on the basis of price relations alene. The incarme terms of trade. on
the other hand, measures changes in income eamed on gccount of exports through the
change in commeadity terms of trade. The trend in 1erms of trade of Bangladesh during the
last few years are shown In Table 11.4.
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TABLE 114

COMMODITY AND INCOME TERMS OF TRADE
|BASE : 1875-76 = 100)

Export Import Commodity Export InCorme
PanadYear Price Prige Terms of Volume Termg

Irches Irnchess Trade I of Trade
198081 174.54 186.08 105.36 104.91 110,63
1981-82 167 .66 194.74 BE.09 11583 88,72
1898283 20481 205,71 8342 131.53 130,77
198384 25327 210.82 120.14 127.66 153.37
1964-85 253.685 2013 17567 106.21 166,58
196536 279.90 206,12 135.79 131.81 178.72
1966-87 263.53 166.77 168.97 164.08 244919
198788 J00.87 187.29 1680.54 134,58

216.05

Soures | Planning Commission



CHAPTER X
FOREIGN AID

121 Foreign aid commitments to Bangladesh during 1987-88 amounted to $ 1,530
rrillion which was 4.6 percent lower as.compared to $ 1,603 million in 1966-87. Totat
commitment of foreign aid since independence till the end of June, 1888 stood &t
5 22,625 million, of which 5 10,658 million or 47.3 percant represented grants. Total
disbursement of aid since independence till June, 1988 stood at $ 17,247 million or 76.6
percent of total commitmeant. Of the total disbursement, § 8,587 million or 49.8 parcant
represented [oans and the. emaning amount of 5 BEED million or 50.2 percent was
grants. Total outstanding external debt as on June 30, 19688 stood at § 7,576 million which
was karger by § 657 million compared to & 6919 milion at the end of June, 1867,

122 Disbursemant of foreign aid during 1987-88 was estimated at $ 1,640 million
which was 2.8 percent higher than $ 1,595 million in 1886-87. Food aid at & 300 million
during 1887-88 was 33.3 percent highar than $ 225 million in the preceding year, The
amount of commaodity aid disbursed during the year was 3 509 million which was 26.3
percent higher than $ 403 million in 18986-87. Disbursement of project aid estimated at
3 E31 million in 1987-88 was 14.1 percent lower than the pravious vear's level of § 967
million, Categonswise disbursement of foreign aid during the last five vears together with
the projection for 1988-89 are shown in Table 12.1

TABLE 12.1
DISBURSEMENT OF FOREIGN AID

[Maillian LS, Dollar)

¥ it & 1
Categary
1983-p4 1984-85 198586 | 1986-B7 196788 | 1886-89
[PFrojsiion
Food Asd 277 244 204 275 300 254
Commodity Aid 439 432 303 403 500 B0
Project Aid 52 531 710 057 g3 850
Total : 1,268 1.267 1,306 1,585 1.640 1,704




123 The figures in Table 12.1 refer to gross foreign aid disbursements. Repayment
of foreign aid |excluding repurchases in respect of drawings from the IMF} made by
Bangladesh during 19887-88 stood at § 158 million, This was in addition to the mterest
payment of § 121 million during the year. Thus, the net inflow, of foreign aid into the
country during 1987-88 amountad to § 1,360 million which was § 3 million lower than
§ 1,363 million during 1986-87.



CHAPTER XIlI
TRANSACTIONS WITH THE IMF

134 Bangladesh purchased SDR B6.26 million as tha second instalmant under tha
Structural Adjustrnent Facility {SAF) of the International Monetary Fund (IMF) during
1987-88. Bangladesh had purchased a total of SDR 242.40 million under different
facilities of the IMF during 1986-87. It may be mentioned that Bangladesh will be able to
purchase a total of SDR 18256 million (63.5% of Bangisdesh’s quotal under the SAF
during the three-year period ending in June, 1988, Bangladesh has already purchased
an amount of SDR 14375 milllan under thes facility. The remaining amount of
SDA 38.81 milion will be purchased during 1988-89

13.2 During 1987-88 Bangladesh repurchased a total of SDR 29.56 milion against

previous purchases under varous facilities of the Fund., The detalled position of
Bangladesh's transactions with the IMF is given in Table 13.1.
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TABLE 13.7
TRANSACTIONS WITH THE IMF

iIn miltion SDA]
Drwang' | Oustanding | Purchase | Ropurchase Dmurﬂir% Commia-
Facifties Funchase| 2500 3006057 | during dunng |es on M6 menis
108788 158763 for 1596889
1. Stand-by
Arrangements, 1983 6840 37.08 - 3135 5.70 -
2. Extended Fund :
Facility, 1980 110.00 BE.S7 = 18.34 B0.23 —
3. Supplementary
Financing
Facility, 1980 1100 2037 — 20437 — —
4, "FF-Ceraal
Facility, 1982 71.20 47 — G47 —_ —_
6. Trust Fund
of 1877491 121,78 b0.82 - 23.02 27.80 -
B. Structural
Adjustrment
Facility, 1387 143,75 B7E0 BB.2Z6 - 14376 38.81
7. Compensatory
Financing
Facility, 1987 88.90 BE.20 — Bg.80 -
8. CFF-Cersal
Facility, 1985 54.95 B4.895 — —_ b4 96 —
9. Stand-by
Amangement, 1985 18000  180.00 - — 180.00 —
Total : — BB4.63 BE.25 Bass:  5B1.33 38.81

133  As a result of the above transactions, Bangladesh's outstanding hability to the
Fund stood at SDR.661.33" million equivalent ta $ 722.58 million at the end of June, 1968
as compared to SOR 564 63 million equivalent to $ 72160 millan at the end of June, 1887

134  Durng 1887-88 Bangiadesh paid SDR 30.22 milkon as charges to the IMF

= 508 1 = § 1310671



CHAPTER X1V
TRADE POLICY

Export Policy and Target

141 The trade poficy of Bangladesh for 1887-88 was formulated keeping in view the
need for reducing deficit in the current account balance, increasing the level of foreign
exchange earnings-and facilitating Import of essantial commodives nlo the countny.
Accordingly, emphasis was placed on diversification and expansion of exports as well as
improvement of bilateral trade relations with other countries. Export sarmings stood at
Tk, 3.806.76% crores which was 10.7 percent higher than the target of Tk, 3,440.00 crores
during 1898788 and 16.7 percent higher than eamings of Tk, 3,263.20 crores in 1986-87,
Export samings axcesdad the target significantly due 19 increase in earnings from the
export of readymadea garments, tea and hides and skins. The cxport price-indax deroted
an increase of 141 percent, while the expon volume-index declined by 12.6 percent
during the year undar repor.

142  With the aim of achieving the overall ohjectives for development of exports,
following measures were adopled in the export policy for 15B7-86:

1 Continuation of actvities of the "Export Credit Manitoring Committes’ set
up in 198687 under the Chairmanship of the Governor, Bangladesh Bank;

2 Indentification of some public and private sector enterpnses as “Export
Houses' at the beginning of 198788,

3 Continuation of prionty to Frozen Foods as the Thrust Sector’ alongwith
identification of Elactronkcs, as a naw Thrust Sector;

4] Withdrawal of the temporary XPR and continuance of the Duty Draw-back
facility in the case of “wet-blue® leather from FY 1987-88;

B Extension of XFB facility on ‘wel-blua’ lsathar supplied to the exporiers of
crust and finished leather considering the same as 'indirect expors’,

@) Allocation of foraign exchanges by the Bangladesh Bank in favour of the
Export Promotion Buresu, the TCB, Export Houses and Private Exporters'

im Source: Exporl Promabon Bureau
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Agzociations alongwith continuation of this faciity to ntending mdividual
axportars for advertisements of export commodities in foreign news papers!
pefodicals;

Extension of afl facilitiesincentives available for exparts to he indirect
axportars on the basis of internal “back-to-back’ latters of credit;

Exemption of overdue Interest on bank finances if there is no default on
the part of the exporter and provided the export iz effected under irevecable
and confirmed letters of credit on the hasis of sight payment;

Frosvigion for allocation of foreign exchamges at official rate to the
producer-exporters for import of necessary raw materials and eguipments up
to double the amount of their Pass Book enlitlements, subject 1o ceriain
conditions,

Extension of XPB facility@100 parcent on jute waste. abardonediused
cinema filmis and opvcal frame, @70 percent on gabvanised rod, and @ 40
percent on loose tea as well as enhancemant of XPE from 70 percent 1o 100
percent.on Tangall and Zamdanl Sarees and from 40 percent to 100 percent
on pencils, wooden slates and stapler ping,

Increasing the benefit of value addition ai l2ast to 30 percent in the cases
of readymade garmants, hostary products and specialised textiles; reduction
of XPB entitlerment 1o 40 percent in the caze of readymade gaments using
directly imported cloth while that on garments made by using locally
manufactuned clath and focalky printed imported grey cloth keeping un-
changed at 100 percent and 70 percent respectively; provision for 70 percent
XPB on exports made cutside guota in the 'quota’ Imposing countries as well
as an other categones of expons having used imported grey cloth, and 40
percent XPB on locally purchased resdymade garments exported by indi
viduals other than producers;

Recognition of the textile milts supplying localty manutacturedfprocessead
fabrics to readymade garment industry as indiracl expart institution an tha
basis of their value addition and extension of XPB @ 100 percent to those
supplying finished fabrics manufactured from directly imported raw cottan, @
70 percent in the case of fabrics manufactured from imporiad varn and & 40
percent 1o those converting imporied grey cloth into completely processed

Provision for extension of XFB on the export of agncultural products on
the basis of the FOB value of such exports as determined by deducting from
the CA&F value the amount of freight charges equivalent, imespective of the
actual camer, to that of the Bangladesh Biman:
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14) Pravigion for duty fres impaort of at least 10 samples per catagory per year
by each exporter so as to help product development and product diversifica-
tian in the readymade garment industry; and

15) Relaxation of restrictions imposed on the exports of riceé bran and
whaatl bran.

Impart Policy

143  The Import Policy far 1987-88 provided for total import target of Tk 5,641 crores
which was 1.9 percent higher than the allocation of Tk. 5534 crores in 198687 Totl
value of imports during 1987-88, howevear, stood at Tk, B.055.00 crores which was 36.0
percent hegher than the actual imports of Tk. 5,927.53 crores in the preceding year. Of the
total allocation of Tk. 5.641 crores during 1987-BB. Tk.3.794 crores {67.3%) were to come
from Wage Earners’ Scheme/Secondary Exchange Market, Tk 1,487 50 grores (26.49%)
from Commadity Assistance and Tk, 312.50 crores (5.5%] from Barter and Counter Trade.
In addition, provizion was made far keeping a resene fund of Tk, 47.00 crores for meeting
emergency imports under cash, The sectoral shares of the total import allocation were:
Private sector industries Tk 2.688.00 crores, Public sector industries Tk.560.00 crores,
Commercial imports (privatel Tk, 1,200.00 crores, Commercial imporns (pubiic) T 150.00
crores, POL Tk.1,006.00 crores and cash reserve fund Tk47.00 crores,

144  The main features of the Import Paboy for 1987-88 were!

1l Substantial  contraction of  the teso sts for imparts namely The Megative
List' and ‘The Restricted List' by removing a large number of items under 48
ITC Headings in the Tormear and under 29 TC Headings o the latter,

2] Adoption of precautionary measures tor prevention of the import of
radipactivated food itemns;

a3 Frovision for issuance of import permits (o the extent of doubie the pass
boak antitlements of respactive industrial units for import of these essential
industrial raw materials and spares which are not importable on commercial
basis,

i) Provisian for import frealy by the commercial imporers of all mw materials, not
included in the Megative/Restricted Lists;

8  Provision for impon in case of necessity of such importable iterms which are not
included in the pass book of industnal entarmprises subjact to permission from the
Chiet Controller of Impornts and Exporis;

81  Provision for allowing import permit to exportonented industries for import of
essential items which ara incleded in the Negative or Resincted - List by
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providing 100 percent guaranies of the C&F value of the goods to be mparted
and subject oo approval of the competent authority,

Frovizion for import of bobks by actual users valued upto US & 2,000 or its
equivaients at the SEM mie;

Provizion for irport of professional eguipments valued upto LSS 20,000 or its
aquivatents without import permit by doctors, scientists and engmeers retuming
from abroad, subpect 1o fulfilment of certain conditions:;

Decision to hmit the import of cotton and synthetic fabrics at 10 crore metres;
Provision for allowing nevy industrial units accepted on edhoc basis under a
particular sector import facilities as are enjoyed by the regular unils in the
concerned sector under the. same source of finance amd at rates of duty 1o be
determined by the Licencing Board;

Pravision for sanctioning guota of Tk. 50,000.00 to each imponer of second hand
clothings on the basis of the distioci-wise guola;

Prowigion to import motor vehicles of all types;

Prowision 10 import ofd vehicles aged not exceading 6 vears and reconditionad
vehiclas;

Withdrawal of restriction on the import of duplex board;

Withdrawal of restnction on import of hard rubber pump, acid pump, pump for
boiler, pump with head upto 80 It

Pravision for imper of industsiat machinery and accessones for commercial
purposa upta an amount not exceeding Tk & lakhs;

Complete ban on impart of mesquito ool and

Ban on import of lathe machine wath bed upto 12 it

Import licences

145

The value of impor licences | issued during 198788 stood at 88.4 percent of

total allocation of Tk. 5.563.42 crores for the year. This compared with licences issued
worth Tk 3,509.40 croves or 63.4 percent of total allocaton during 1986-87. OF the total
value of licences issued during the year, Tk 4,318.01 crores (77.8%) were financed from

i Chiaf Contralie ol Impoits and Eports
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SEM, Tk. 906.91 crores (16.3%) under Aid /Loan /Credit / Grant, Tk 28215 crores {5.1%)
under Barter! STA and Tk 46.35 crores (0.8%]) under cash. The sectoral shares in the
licences issued were as follows: commercial imponers Tk 1.874.29 crores (33.8%.),
Industrial Consurnars (Private) Tk, 2,082 36 crores [37.1 %), sactor corporations Tk, 488.895
crores. (9.0%), POL Tk 81064 crores (16.4%) and TCB Tk. 207.18 croras (3.7%).

Value of Imports

146  Total value of merchandise imports ? (including food and imports under project
aid but excluding imports made through land customs) duting 18987-88 stood at
Tk. B,058.00 crores * as compared to Tk. 59827 58 croras in the pracading year. Of the
total imports during the yaar, the shares of food and live animals stood &t Tk, 1,810.70
ciores, clude materials inedible excapt fuel Tk 472 .47 croras, mineral fuels, lubncants and
related materals Tk, 927,69 crores, animal and vegatable oils and fats Tk 636.21 crores,
chamicals, drugs and medicines Tk, 754,11 crores, manufactured goods classified chiefly
by materiais Tk. 2,015.80 crares; machinery and transport equipments Tk, 1,178.74 crores
and others Tk.268.28 crores

3 Bangladesh Buraad of Siatistcs
*  Exgigling POL impoet value,
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CHAPTER XV

TRADE AND PAYMENTS AGREEMENTS

151 Atotal of 12 (fwelvel new trade agreements were signed betwean Bangladash
and other countrias during 1987-88. These compared with 7 [geven) agreements signed
durirgg the preceding yea}*. OFf the agreements Zigned during 19868-B7, the ona swith
Pakistan bacame effective from July 27, 1986 and will remain valid upto July 26,1988, The
barter agreamant signed with the Soviat Union (Barter Protocol Mo, 161 becarme affactive
from January 1B 1987 and remained valid tifl December 31, 1987, The barer agreement
with the Republic of Karea (Barter Protocol No. Bl which became effective from January
29, 1967 wall remain valid upto September 30, 1988, The specal trade agreements in
respect of TCB-EMARK 5TA-3 (2nd yearl West Germany, TCB-COMTRADE STA-Z
Switzerand and TCB-MITSUBISHI STA Japan signed on Apnl 2, 1887, April 3, 1887 and
May 7, 1987 respectively will remain valid upte July 31, 1888, July 30, 1888 and Oclohear
31, 19858 On the other hand, the barer agreement -signed with Czechoslovakia {Barar
Pratacal Nao. 5 which became effective from April 5, 1987 expired on June 30, 1988

152 Under the agresments signed during 1987-B8, expors Trom Banglagesh
consisted mainky of raw jute, jute goods, jule twine /yarn, jute carpet, jute cloth, jute bag,
jute rope; Trazen shnmps, leather (wet Bue. crust and finishad|, leather products, tea amd
packet tea, readymade garments, handloom and hosiery products, specialised lextiles,
‘Zamdani Saree’, telephone cables, handicrafts, ceramic products, razor blade, tobacco,
cosmetics, slainless steel, crushed bone, kapok agrcultural products, crude drugs and
medicingl herbs, electric products, sports shoe and shoe-uppdr, pravet-matl, aathen
wares, wvegetables, books and periodicals, cinematographic films, etc, Impors nto
Bangladesh consistad mainly of machmery, equipmeants and spares, milk products, baby
food, butter ¢il, condensad milk, drugs and medicine, cotton and raw cotton, pesticides,
g iron, steel crafts, aluminium rod, zink ingot, petroleum producis, sugar, cement, S-ray
fitm, B.P. sheet, chemicals, bus and truck. ball-beanng, surgical. scientific and labaratory
Instruments, photographic films, spare parts, type-writer, tyre and tube, high speed diesel,
glass sheet, raw matanals and other equipments for manufacturing electrc bulbs,
gas-meter, pipe lines, sulphur, books and penodicals, &tc



153 Tabla 15.1 gives a brief description of the agreements signed during 1987-88.

TABLE 15.1

TRADE AGREEMENTS

Value of commodities
Sl:p Gate:of Country/Party 1o be exchanged each
o ey way, (Million LSS
1, 18987 TCB-Voest Alpine Intertrading STA, Austra 10 Million
2. 244987 Bangladesh-Poland Barter Protocol Mo, 7 40 7
3, 3TAZET Bangladesh-USSR Barter Protogol Mo, 17 ‘
4. 8.1.88 TCB-CGL 5TA, Ausfiria TR ™
b 6388 TCB-Elders, 5TA-2, Australia 24 ~
6 20.3.88 TCB-Mitsu STA, Japan 8 °
7. 18488 TCB-ACSA STA, Swizerand - I
B 14288 BEXIMCO-COMTRADE ETA, Switzerland 0 "
5. 222BR Transcom-Andra STA, Switzedand B
10, Z3.268 Elite-COMTRADE STA, Switzerland 4.50
11, 27.288 MWisu-Abdur Razak STA, Singapore 3
12, 1.388 Meenhar-Slopefield STA, LK 480 "

* Walue not determnined
Sgyroe: Exchange Cantral Depsamant, Bangiadash Bank

100



CHAPTER XV
MAJOR EXPORT COMMODITIES

161 The- gignifecant structural change that occurred In the compositional pattearn of
Bangladesh's export trede durng 18B6-87 a3 & result of higher contribution of
non-tradifional itéms in total export receipts became more conspicuous in 198788 The
share of non-traditional ‘tems in total export earmings of the country increased from 67.8
percent in 198687 to 66,1 parcent during 1987-88. Eamings from readymade garmants
made a major contribution in it though with limited value addition. The contribution of
tradibonal iterns {rewy jute, juie goods and t@al, on the other band. declined not only as
percentage of total export eamings but also the absolute ievel of ther combined earnings
declined over the period under report

Traditional Export ltems

Raw Jute *

162 During 1867-88 raw jute production dechined substantially to 47.00 lakh balas
This was 13.9 percent lower than the production of 54.681 lakh bales in 1886-87 and 45.7
parcent balow the postdibaration record level of 86 .68 lakh bales in 1985-86. Producton of
raw jute recorded & substantial decling due to complete loss of jute crops of 30,504 acres
by floods during the year. The area under jute cultivation fell by 30.0 percent to 11 46 lakh
acres in 1987-88 compared to 16.35 lakh acres in the preceding vear  The per acre yield of
jute also came down from 3.34 bales in the preceding year to 3.32 balas during 1887-88
Total availability of raw jute (including & carryover stock of 48.00 lakh bales) during 1987-88
stood at 86.00 lakh bates, which was 11.6 percent lower than 9726 lakh bales in 1986-57.

163  Exports of raw jute declined by 40,1 percent 1o 13,42 lakh bales during 1987-88.
Substantial stockpiling and price-deciine of raw jute in the intemational market during the
last two vears, setting of the indicative export prices at relatively higher levels. emargence
of China as a competiter and Singapore as.a riddle-trader in the expart market, reduced
purchase of Bangladeshi jute by China and Pakistan, etc. may be outlined as probable
reasons for the siack in raw jute expart duning the year. The public $actor and private
sector export of raw jute during 1987-88 stood &t 2,68 lakh bakes {19 2%) and 10.84 lakh

= Spurce: Planming Commission, Wingny of Jue, B4 EPB and Bangadesh Bank,
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bales {B0.8%) respectively as compared to 3.20 lakh bales {14 4%) and 19.21 lakh bales
[86.6% ) respactively during 1986-87. The average axpon price of raw jute which stood-at
Tk. 1,852.16 per bale during the vear was 31.3 percent higher than Tk. 1,410 40 per bale
during the preceding year. Despite increass in average export price, eamings fraom mw
jute fall by 21.4 parcant to TK. 248 26 crores during 1987-88 from Tk, 316.07 craras in
1986-87 due to significant deciine in expont volume

16.4 The annual average price of raw &l the growers” kevel stood 81 .0 parcent higher at
Tk, 277.563 per maiind during 1987-88 as compared fo Tk 163 37 per maund during
1996-87. Although growers’ level average prices of raw jute depicted an uptrand at the
baginning of the season, prices dropped substantially oward the cloze of the season due
to slack in expon 2ales and increase in armvals in the nternal markets. The growers” level
prica of aw jute which gradually rose from Tk238.75 per maund in July, 1987 to
Tk, 304.87 per maund in October, 1987 started falling thereatter and stood at Tk. 263,00 per
maund in Juna, 1388

16.5 Inzpite of strengthaning of expornt programmes-at the very beginning of T9E7-88
for bringing down the huge stock of raw |ute. export sales registration declined
significantly from 30.08 takh bales of the preceding year 1o 21.06 lakh bales in 1987-88.
Actual export of raw jute also dropped 1o 13.42 lakh bales in 1967-88 from 22.41 lakh bales
in 1986-87

16.6 The uptrend of ravw jute prices which was-diseermed in the Marayangan| terminal
market during the preceding year persisted during the first six months of 1887-88, Prices
of all grades of jule, however, remained unchanged duning the remaining period of the
year. In the Kutcha bale ' section, the price of white X-Bottom grade of raw jute which had
stood at Tk, 687,00 per bale on Juby 1, 1987, gradually increased to Tk. 9656.00 per bale on
December 20 of the same year and remained unchanged at that level till Juna 30, 1988, In
the Pucca bale ? section, the price of B/W.D. grade jute which stood at Tk, 1,700.00 per
bale on July 1, 1887 rose to Tk. 2,000.00 per bale on December 20 of the same year and
ramained unchanged at that level till June 30, 1988.

167  The indicative export prices of raw jute were raised several times duning the first
hatf of the year, The expart price of B \W.D. grade jute which stood at § 320 per ton.on July
1.1987, was revised upward to § 335, $ 350 and § 370 on July, 7, August 24 and
December 17 of the same vear respectively. Az & result, the indicative expon prce of raw
jute recorded an increase of 15.6 percent during the year. The indicative export prces far
other grades of jute were also ratsed by different mamins on the above dales.

1 Kutcha bale = 100 kgs
2 Fuooea bale = TED kgs
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Jute Goods”

168  Despite sethack suffered on account of labour unrest, power failure, lay-off, atc,
total output of jute gaods in the country stood at 5.70 lakh tons in 1987-88; though the
same was 2.2 percant fower than B.E3 lakh tons in the preceding year and 5.0 parcent
lewer than the target of 6,00 lakhn tons for the year, Of the towal production duning the year,
public sectorand privals secior sccounted for 3.28 lakh tons (57.29%) and 2.44 lakh tons
(42.8%] respectively,

169  Tha overall demand for jute goads during 1887-88 remained depressed due 1o
low prices of synthetic substitutes in the international rmarket. Inspite of this, export sales
ragistration and actual export af jute goods stood higher at 5.97 lakh tons and 525 lakh
tong during the year ag compared with 591 lakh tong and 5.00 lakh tons respectively
during the preceding Year

16.10  Earnings from expont of jule goods during 1887-88 stood at Tk 831,94 crores
[public sector ; Tk 458 20 crores or 48,3 percent and private sactor: Tk472.74 cromes or
B0.7 percent) as compared with Tk.914 48 % crares {public sector: Tk, 533.02 crores or
58.3 percent and private sector : Tk. 387 .47 crores or 41,7 percent} during the preceding
wvear, The average export price of jute goods stocd 2.9 percent lower at Tk 17,751,249 par
ton during the year as against Tk. 18,289.80 ™ per ton during 1986-87. In dallar terms; the
average export price of jute goods during 19687-88 stood at $573, 82 par tan which was 4.6
percent lower than 557436 per fon in 198687

16.11 stack of jute goods in the country (sold, unsold, stock in transit and shut-out)
stood higher at 1.47 lakh fons on June 30, 1988 as compared o 124 lakh tons as on Jung
30, 1887,

Tea™

16.12  Production of tea in Bangladesh stood at 40,86 million kgs. during 18E87-88,
Thaugh this was lower than the target of 44.00 rmillion kgs. for the year, it rapresented 1.5
percent ncreasa over the outpul of 40.26 million kgs. in 1986-87. Tea production during
the year suffered setback due to severe drought at the beginning of the season for
growing raw leaves followed by an unprecedented flood thereatter, With a carnyavar stack
of 18,49 miflion kgs. from the preceding year, total availability of tea stood at 53.35 million
kgs. during the yaar. As exports increased. the closing sigok of tea stood loweral 17.78
million kgs. at the end of 19B7-86.

1613  Despite some minor fluctuations in the intermal tea market prices, it remained
firm during 1887-88. In the Chittagong tea auction market, the average prices of tea which
had stood at Tk, 36.34 per kg, in July, 1987, picked upto Tk, 39.01 per kg. in October and,
amidst mingr lluctuations, increasad further to Tk, 50 63 per kg. in june, 1888. A total of B2

*  Soogros; Ministry of Jute, BIMC BiA, EPE and Hangledesh Bank
A = Rowsed ** Sowes: Bangledssh Tes Sasrd 1= Pravisonal
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auctions were hald in the Chittagong tea rmarket in which 37,05 million kgs, of (26 weara
sold at an average prce of Tk, 40.60 per kg. in 1987-88 compared 10 31,22 million kgs. sold
al an average price of Tk. 36.23 per kg. in tha préceding year. Improvamant in tha guality
of tea together with increase-in demand contributed 1o the prevalenca of buoyancy n
market prices of tea during the year,

16.14 Exports of tea dunng 1987-88 =stood at 2756 milkon kgs which was 287
percant higher than 21.41 million kgs. in 1966-87. Tea exports were particularly supported
by increased dermand from Pakistan, Poland, Soviet Union and Iran during the year, Export
of tea to these countrigs increased Dy 963 million kgs. to 1907 million kgs. which
constitutes 69.2 percent of the country’s total tea exports during 1987-88. Eamings from
axports of tea also stood 33.7 percent higher a1 Tk 120,48 crores during 1987-88 as
compared 1o Tk, 80.13 crores in the precading year. The average export price of tea stood
at Tk, 43.72 per kg. dunng the year which was 8.0 percent higher as compared to Tk, 42,10
per kg, in 198687

Mon-traditional Export ltems*®

Readymade Garméenis

16.16  Aeadymade garments emerged as the single largest manufactured item of
foreign exchanga earnar of Bangladesh dunng 1987-88, Earnings-Trom the export B
readyrade garments during the year stood at Tk 1,342.13 crores which was 47.0 percent
higher than Tk. 807.67 crares during Y886-87. During 1887-88, the three largest buyers of
Bangladeshi readymade germents were: U546 Tk 846,10 crores (63.1% |, West
Germany Tk. 136,15 crores (10.1%) and Italy Tk 67,38 crores (5.0%). During 1266-87 also,
the three largest buyers of readymade garments from Bangladesh were: the LUnited
States [Tk T20.73 crores or 78.3%), West Garmany [Tk 86,14 craras or 7.3%) and [taly
(Tk. 36.24 crores or 3.9%)

Hides and Skins

1616  The pricas of hides and sking depicted an uptrend during 1887-88. The prices of
cow-hides (wel salted heawy which opened the year at Tk 36,000/~ Tk 43,000 per
hundred pieces, amidst some fluctuatons, rose to Tk, 70,000/ Tk, 77.000 &t the end of
the vear The prices ot buffalo hides, goat-sking and sheep-skins also depicted similar
upward trends. The prices of buffalo hidas, goat skins and sheap-sking per hundred pieces
opaned the yvear at Tk, 40, 000¢- Tk 45,000, Tk 9,000 Tk, 11,000-and Tk. 6800~ Tk, 7,200
respectively which gradually ncreased to Tk, 48.0004 Tk, 63,000, Tk, 17,000/~ Tk. 18.500
and Tk. 7,000 Tk. 7,500 respeactively al the end of the vear

= Sowrs Expart Promation Buresau
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16.17 Export earnings from leather {tanned and semi-tanned) picked up substantially
te Th. 456.20 crores n 1987-8B from Tk, 408,70 crores in 1986-87, denoting an Increase of
11.1 parcent over the year

Frozen Food

i
16.18  Export samings from frozen foods (fish, shrimps and frogdegs) stood 59
percent higher at Tk 431 67 crores during 1987-88 compared 1o Tk 407,72 crores during
1986-87.

MNaptha and Bitumean

1618  Export eamings from Naptha and Bitumean during 1987-88 declined by 208
parcent tg Tk. 25.66 crores compared to Tk. 32.45 crores in the preceding year.

Newsprint

1620  Export esmings from newsprint declined by 4.3 pement to Tk, 22.24 crores
during 1887-88 compared to Tk, 23.24 crores during 19B6-87.

Haendicrafts

16.21 The value of handicrafts exported during 1987-88 declined by 4.2 parcent to
Tk 11,62 crores compared to Tk, 12.13 crores in the preceding year
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CHAPTER XViII

EXCHANGE RATE POLICY AND DEVELOPMENTS
IN EXCHANGE CONTROL °

Exchange Rate Policy

171 The world exchange market continued 1o remain unstable during 1987-88. Wide
fiuctuations occurred in the value of U.S. Dollar vis-g-vis major curmancies during the year.
The Daollar recorded a significant depraciation during the second gquarter of 1987-88, due
partly to the uncerainty about the possibility of any sizeabla reduction of deficit in the LS.,
budget as well as in the trade balance, and partly to the unusual decline in interest rates-of -
dollar-dencminated securities. However, the Dollar had re-gained substantial strength by
the end of fourth quarter of the year under report. With a view to sustaining Bangladesh's
internatianal compatitiveness in the midst of above developments in the world exchange
market, the external value of Bangladesh Taka in relation to the U.S. Dollar, our
imtervention currency, was re-adjusted downwards three times during 1287-88 on the
basis of trade weighted 'basket of currencias’. As a result of these re-adjustments, the
Taka-Duollar exchange rate depreciated by 1.6% percent aver the year. The date-wise
re-fixation of Taka-Dollar official exchange rate during 1987-88 together with the last rate
re-fined during the preceding year is shown in Table 17.1,

TABLE 17.1
TAKA-DOLLAR OFFICIAL EXCHANGE RATE

(Bangladesh Bank's Taka Rate per U.S. Dollar}

Date of Fxaton Buying Selling
June 7, 1887 J0.87 31.03
Movember 21, 1887 NIz 31.23
January 2, 1988 31.32 31.38

' March 1. 1988"* a1.47 31,63

* Sourge: 1) Warld Economic Outidak, 1088 M F
&) Exchange Contral Departmant, Bargladesh Bar

{f Baged an middle value of Buving and salling rates.
* & Bernaingd unchanged: fill June 30, 19868
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1732 In the Secondary Exchange Market, which provides for some interaction of
demand for and supply of foreign exchange, the Taka-Dollar exchange rate appreciated by
0.3 ® percent over the year. Table 17.2 shows the Taka-Dollar exchange rates as prevailed
in the Secondary Exchange Market (Wage Eamers' Market] during 1987-B8

TABLE 17.2

SECONDARY EXCHANGE MARKET
(WAGE EARNERS' MARKET) RATE

(Taka per W5 Deoilarl

Period Buying Selling
January 18- June 30, 1887 * 33.00 306
July 1- October 30, 1987 33.00 33.08
October 31- December 28,1887 3285 34.00
Dacember 29, 1887- June 30.1983 3280 3285

Exchange Control

17.3  The following meastires were adopted in the field of exchange control during
188783

i} Reguirement of Advance Foreign Exchange Deposit for Opening Import Letters
of Credit under SEM/WES

The requirement of 100 percent advance foreign exchange deposit at tha time
of opaning sight letters of credit in respact of raw material impors by industnal
CONSUMErs as per their pass-book entitlements under the SEMANES was relaxed
with effect from August 27,1987 1o & minimum of 50 percant o b determined an
the basiz of banker-customer relationship

il Rate of Interest for Determination of Buying rate of Usance Bills in ACU
Currencies for the Usance Period

In partial modification of sub-para (o) of para 2, Chapter XV of the Exchange
Control Manual {1986 Edition), it was decided with effect from Novernber 23,1887
that, for determination of the buying rate of the Usance Bills in currencies of the
ACU member countries, the margin 10 beloaded by Authonsed Dealers on the OD

i Based on middie valse of buying and selling rates:
* Benchmarelclosng reies of 198087,
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sight buying rate of bills in the relstive currency shall bel equivalent to the interest
for the usance penod at the rate of 9 parcent instead of 12 percent per annum.

iiil  Application of Secondary Exchange Market Rate for Conversion of Foreign
Exchanges into Taka by Industrial Units in the EPZ

With effect fromn March 17,1888 it was decded thal conversion of export
receipts 85 well as funds brought in from abroad for meeting local expensas into
Taka by industrial units in the Export Procassing Zone [EPZ) shall be made at the
Secondary Exchange Market rate instead of the existing official rate.

vl Hajj-1988

Arangements were made by the Government for sending 10,000 pilgrims
from Bangladesh through the ballot system 1o parferm Hajj in 1988, The ballotes
pilgrims. were sanctioned 3.300 Saudi Riyals each at official rate for meeting
incidental expenses Including Muallim Fees during the Hajj. The non-ballotiee
pilgrimz were alzo allowed to purchase 3,300 Saudi Rivals per head at the SEM
rate. n addition, both ballottee and non-ballottee pilgrms were allowed fo
purchasa a further sum not exceading US $450 under the Wape Eamers’ Schame.

Inspection of Dealings in Foreign Exchange

174 The Exchange Control Departoment of the Bank carried out comprehensive
inspaction of the foreign exchange transactions in 111 branches of 14 Authorised Dealers
in addition 1o their respective Head / Main offices during 198788, The distrbution gl
the above 111 branches is shown in Tabla 17.3,
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TABLE 17.3

Mame of the Approved Mumber of Branches

Dealers Inspacted

1. Sanal Bank 23

2. Rupali Bank Ltd. M

3. Pubal Bank Lid 14

4. Agrani Bank 1

5. MNational Bank Ltd 11

6. Arab Bangladesh Bank Lid. 9

7. LFIC. Bank Lid. B

8. The City Bank Ltd. 8

8 Bank Indosuez 2

10, Swandard Chartard Bank 2

11. Habib Bank Ltd. 2

12. BC.C.l, |{Overseas) Ltd. 2

13, Bangladesh Shilpa Ain Sangstha 1

14, State Bank of India 1
Total : m

175 In addition to the shove, special inspecton of 39 branches of Authonsed Dealers,
2 maney changers, 37 indenting houses, 4 travel agents and 7 business organisations was
also conducted during 1987-88
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CHAPTER XVill

ASIAN CLEARING UNION

18.1 The volume of trangactions under the Asian Clearing Union (ACU) on Bang-
ladesh’s account recorded same increase during 1987-88. As usual, six settlements took
place under the ACL arrangements during the year in which Bangladesh emerged as net
debtor in all the settlernents. This reflected that Bangladesh's import from ather member
countries was larger than its export.

182  Receipts under the ACL! amangemeant on Bangladesn's account recorded some
decline while that of payments increased substantially during 1987-88. Payments on
Bangladesh's account increased by AMU ® 23,03 milien or 24.7 percent from AMLU 2343
million {Tk. 358.89 crores) in 1986-87 to AMLU 11646 million (Tk. 480,58 crores) in
1987-88, Receipts dedlined by AMU 12.57 million or 20.7 percent from AWMU 60.84 million
(Tk, 23062 crores) in 1986-B7 10 AMU 4827 milion (Tk, 202.67 crores) in 1987-88.

18.3 As g result of these transactions, Bangiedesh was placed at a net debtor position
of AML) 88,19 million (Tk. 287.91 crores) in 1987-88 as compared 1o a net debior positian
of AML 32.59 million [Tk, 128.27 crores) in 18B6-87,

18.4 The UNCTAD = working on & projct for constituton of a foreign exchange
‘Aeserve Fund’ and introduction of 5 "Swap Arrangement’ within the framewark of the
ACL. Tota! rade and trade balance of the ACU members are shown in Table 18.1.

i@ AML = Asen Monstary L
1 AMLU = 1 508,
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TABLE 18.1
TOTAL TRADE AND TRADE BALANCE OF ACU MEMBERS

(in milions of US Dollars)

| Exports to ACU Imports fram ACU | Surplus (4]

Dafigit (=]
Country
1685 1826 1886 1956 1005 1864

Bangladesh 1640.3 858 820 1070 +B8.3 =212
Burma 169 14.8 13.1 4.7 + 38 4103
Indiz 3238 2980 10110 7120 —6880 -—-4140
Iran 1.080.0 5710 273.0 2030 +781.0 +468.0
Japan 48.7 &7.0 BB.9 107.2 —EB02 — B2
Pakistan 2038 168.6 215.8 168.4 - 120 + 0.1
ari Larnka 64.2 68.8 2B3 8 18137 —21886 -—-11286

Total : TL.E4S 13837 1.881.8 14983 - 1187 —118.7

Mota | i} Expomts ol Gif imports (ot
Souwrce © ACL Annusl Aepart, 1887
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CHAPTER XIX

CURRENCY AND COINAGE

Bank Motes

191 Newly designed 50-Taka Bank Notes bearing the signature of Ex-Governar, Mr.
M. Nurul Islam was put into circulaton with effect from August 24, 1887, The same
designed 60-Taka Notes under the signature of the present Governor, Mr. 5, B. Chaudhuri
was also put into circulation with effect from January 30, 1988. In addition, 5-Taka, 20-
Taka, 100-Taka and 500-Taka Notes of existing designs under the signature of the present
Govemor, Mr. 5. B. Chaudhuri were also circulated during the year.

One-Taka Motes and Coins

19.2  One-Taka Motes of existing design under the signature of Finance Secretany, Mr:
Ghulam Kibria was put into circulation during the year ended on June 30, 1988. No newly:
designed coins were, however, issued during the year under report,

18.3 Bubsidiary Coins in circulation as on Jure 30, 1588 &t Tk. 42 40 crores was larger
v Tk. 2.85 crores than Tk. 39.66 crores as on June 30, 18987, This whs in addition to
Cne-Taka Motes and One-Taka Coins warth Tk, 50.80 crores in circulation &s on Juna 30,
1988, The amount of One-Taks Notes and One-Taka Coins in circulation as on June 30,
1887 stood at Tk 51.07 crores.
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CHAPTER XX

ADMINISTRATION

Nomination of the Directors

201 The Government appointed three new Directors to the Board of Directors of the
Bank during 198788, New Directors are Mr, Mahbubur Rahman Khan, Dr, Shaikh Maksud
All and Chowdhury A KM, Aminul Hogue. They are appointed in place of Lata A K.M
Khalilur Rahman with effect from September 7, 1987, in place of Dr. A, H. Sahadatullah
with effect from Movembar 1, 1987 and in place of Mr. 8. B. Chaudhuri with affact from
Movember 30, 1987 respectively,

Board of DirectorsExecutive Committee Mestings

20.2 Durng 1987-B8, 8 meatings each of the Board of Directors and the Exscutive
Committees wera held,

Co-ordination Commities Meelings

20.3  The Co-ordination Committes of the Bank held a total of 14 meetings during the
year under report.

Appointment of Govarnor

20.4 Mr. 5 B. Chaudhuri, Secratary, Intarnal Resources Division and Chairman,
MWational Boerd of Revenue assumed the additicnal responsibility of the Governor of the
Bangladesh Bank on an ad-hoc basis on April 11, 1887. He was appointad as Govemnor of
the Bank on fixed term beginning from July 14, 1887 and ending on Dacembar 31, 1860,

Appaintment of Deputy Governor

208 Mr. A 5. M. Fakhrul Ahsan was appointed as a Deputy Governor of the Bank with
effect from Juby B, 1887,

Appointment of Executive Director

208  Mr A B M. Mahbubul Amin Khan, Executive Director sssumed the responsibili-
ties of the Economic Adviser of the Bank with effect from August 3, 1887, Mr, Saleh
Ahmed was promoted as an Exacutive Director of the Bank with affect from the same
data.
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Other Appointments

207 The tollowing appointments in different grades of employment were made by the
Bank during the year ended onh June 30, 1888;

i} Assistant Director L
it Officars i
it Coin'Mote Examinears

and other staff 72

Total : #0

Bankers" Recruitmeant Committes

20.8 Arrangements were made by the Bankers' Recruitment Committee for holding
the wntten test on November 20, 1986 and viva voce test from Septembar 30 —
Movember 4, 1987 for appointing officers in the Sth Batch. A total of 3,200 and B,148
candidates participated in the written test in the scale of Tk, 1,650 and Tk, 1,350 of the
Mational Pay Scale respectively, wherain 1,020 candidates in the scale of Tk, 1,650 and
2,373 candidates in the scale of Tk, 1,350 came out successfully, The Panel of 710 and
1,081 successful candidates in the viva voce test in tha above two scales alongwith 473
othar candidates was sent to the commercial banks for sppointmeant

Total Number of Oficers and Staff

20,8 The total number of officers and stalf of the Bangladesh Bank stood a1 5558
on June 30, 1888 a5 compared to 5568 on June 30,1987, The total numibar of
officers/staff declined by 10 persons dueto L. P R, retirement, resignation, termination
and death of 80 officersistalf of different categories during the year undér report.

Officers on Deputation

20,10 One General Managar of the Bank was on deputation with Bahrain hMonetary
Agency and one Deputy General Manager with Oman Central Bank durng 1887-88.
Basides. one Deputy Director of the Bank was on deputation with the External Resources
Division of the Planning Commission, one Deputy Director was on deputation with the
President’'s Secretariat and one Deputy Director with the National Board of Revenue
during the year under report,

Foreign Training
20.11 During 1987-88, 17 Officers of the Bank werg sent abroad for participation in
different Training Courses / Seminars / Meetings.
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Domestic Training

20,12

A total of 1685 Officials of the Bank participated in training courses organised by

different training institutions during - 1387-88.

Bank's Training Academy

2013

With a view to raising the professional skill and efficiency of the Bank's Officers

and Staff, the Bangladesh Bank Training Academy armanged the following training
programmes during - 1987-88;

il

il

i}

vl

vl

vil

As many as 66 Aszistant Direclors/Assistant Managers and 47 Officars wera
trained by organising § regular in-service courses of 2 months® duration each;

Three courses of one and & half months’ duration were also omrganised for
Azzistant Managers and Officers of the Cash Dapartmant of the Bank wharein
b2 trainees participated;

In order 1o improve the  efficiency and expertize of the officers of the
Agricuttural Credit Inspection Department (ACIDY, and the Department of
Banking Inspection {DBI), a total of 4 special courses with 2 courses each on
Tachnique of Inspection’ and Technique of Bank Inspaction’ of 3 weeks and .
16 working days' duration respectively were conducied by the Academy
wherein 52 officials of the Head Office and| Bank’s different Offices and 32
Asgistant and Deputy Directors of the Banking Inspection Department
participated;

J courses on 'Rural Finance Policy and Project Evaluation’ were conducted by
the Academy, wherain 54 officials of the Bangladesh Bank and different
commensial banks perticipated;

To ansura comect reporting of foreign exchange transactions by the Authonsed
Dealers, 5 courses of B-day duration on 'Réporting of Foreign Exchange
Transactions’ were conducted at Dhaka, Chittagong, Khulna, Sythet and Bogra
Offices whersin a total of 130 officlals of tha Bangladesh Bank and commarcial
banks participated,

For imparting traiming  on the technque of compulerisation, storage and
reineval of banking statistics 1o the officers of concerned Depantmenis, & b-day
course on 'Computer Familiarisation’ was organised by the Academy whearain
16 Officers of the Bank participated;
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i) \With 8 view to broadening the outlcok of Trainea Officars an aducational field
trip to tha Secunty Printing Press, Gazipur was arranged by the Academy
during 12E7-88 in which 35 trainees participated;

wilil For ntroducing officials of the Natonal Savings Directorate to the role of
banks and tachnigues invalved In mobifisation of savings, 3 special courses of
B-day duration each on ‘Banking' were arranged during the year wharain 56
officials of the National Savings Directorate participated; and

() 2 special courses on "Study of Agncultural Credit Disbursment and Recovery'
and 'Callection of New Information/ Data on Agricultural Credit’ for the officials
of the commercial banks were arranged by the Acadamy. A total of 108
officialz of the commaercial banks participated in thesa courses.

Activities of the Computer Division

2014 During 188788, the Computer Division of the Bank completad the job of
Reconcillation of intar-Branch Transactions of the Sonali Bank, The Division carried out
necessary changes/ modifications and extensign in the respective systems and
programmes coresponding to-the changes Introduced in the reporting forms for
compilation of Banking Statistics, Export Receipts, Import Payments, Im.'IE-ibIE Recaipts
and Invisible Payments. For facilitating generation of modified data on MopetarySurvey
and Credit Information, the relevant systems and programmes were also suitably Tecast.
Considersble progress has also béan made in the work relating to computerisation of the
Bangladesh Bank Ermployeas” Provident Fund Accounts during tha wear.

2016 A mechanisation committes was constituted with Mr. Mahbubur Rahman Khan,
Daputy Govemnor of the Bangladesh Bank as its Convenor, The Committes prepared &
raport examining the prospect of machanisation in the banking sector of the country and
idantifying the arsas of operation suitable for introducing mechanisaticn, The report was
submitted in the benkers’ meeting held on June 20, 1986 for discussion and for taking
sppropriate decision. It was decided unanimously in the bankers’ meating to implement
the recommandations containgd in tha report and 8 committes was formed to undertake
necessary steps towards the objective of speady and smooth implementation of the
recormmmendations of the report.

Department of Public Relations and Publications

20,18  In addition to the 12 regular publications of the Bank, the Departmant of Public
Relations and Publications brought out & new issue of the list of the Bangladesh Bank
Officers during 1987-88. Steps were also taken 1o publish the lectures deliverad by
Experts in the Sixteanth SEANZA Central Banking Courge held in Dnaka from October
13-December 18, 18988,
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Ingpection Implemeantation Department

2017 With a view to strengthening the ingpection work camed on by the Department
of Banking Inspection, Agricultural Credit Inspection Departrment angd Exchange Control
Department. as also to remove the iregularities pointed out in the ingpection reports and
for quick Implementation of the recommendations made therein, the implemeantation
diviziong/sections af the abowe Dapartmenis wera meanged and a new Department called
‘Inspection Implemeniation Department’ was opened at the Head Office of the Bank
duting the yaar, Manpower was also increased significantly to strengthen the inspaction,
supernvizion and monitoring work of the Banking Inspection Departmeant and Agricultural
Cradit Inspection Department. '

Technical Unit

20,08 Two Technical Units, one constituted in July, 1984 and the other in November,
1985 to advise the authorities on determining the intarest rates structura and 1o maonitor
and review the developments In money, regn and exchange raies respectively wera
merged in January, 1988 into a single Technical Unit reposing. in it the responsibility,
alongwith-other duties and functions, of providing necessary assistance in reorganising
the financial sector. Apart from its routing assignmeant, such as analyseas of data on money
and cradit recened from tha entire banking system, preparation of statemeantaireviews of
the data and comparing them with thair targets, determinatioin of indicas for affective
exchange rates etc., the Technical Unit has also performed the following work during
1987-B6: (1) assistance given on making recommendations to formulate market-onented
monetary policies for reorganising the financial sector of the country; (2) recommeanida-
tions for working out an interest rates structure based on market forces; and (3)
preparation of special econometric studies on the demand for money, inflation and
forecasting of national incame and distribution of tha sama amang tha Bank Executives,

Office | Residential Accommodation and other Development Work

2019 Construction of the boundary wall, police barrack, temporary canteen and
moggue al the Head Office premises, additional units of A B.C, and D type guariers at
Faridabad, modemization and extension of Officers’ quarers al Banani and sui-soll
investigation for construction of high-rise statf quarlers bullding at Matijhesl Colony,
Dhaka, construction of power sub-station building at the Bank premizes, Rajzhahi and
construction of boundary wall with cast-in-gite, R.C.C. piling work at staff quartars
premizas, Svihel were completad during 19487-84

20.20 Besides construction of 2nd Mult-storied builkding at Head Office premizies,
construction of School, underground water resenvior, overhead waier tank, water pipe-line
and pump house at Faridabad Statf Quarter premises, hostel type accommadation on the
oot of the Bank Club Building, Dhaks, construction of G-storied buikding with 15-storied
foundation at bank premises, Chittagong, construction of staft guarter at Agrabad,
boundary wall with guards room at Masirabad, Chittagong. construction of G-storied
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annexe building with 15-storied foundation at the Bank premises, Khulna, construction of
S-storied Bank buikding with S-storied foundation at Rajshahi, construction of staff quarters

' gt Bogra, etc. were in progress during the year. In addition, instaflation of air-conditions at
the Main Building of the Head Office and construction of stalf guarters at Sylhet were
started during 1987-88.

Weifare Activities and Sanction of Stipends
2027 Anamount of Tk.36.60 lakhs was sanctioned to different Offices of tha Bank 10
meel the expenses relating to welfare end recrestional activities as also for awarding

stipends to the eligible children of 'C" and ‘D’ category employees of the Bank during
198788,
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CHAPTER XX
ANNUAL ACCOUNTS

|ssue Department
21.1 The Balance Shest of the Issue Depariment of the Bank a5 on June 30, 1988
appears al pages 126-127 of the Report

212 Total notes igsued as on June 30, 1888 at Tk 2,724 .77 crores was larger by
Tk 37827 crores than Tk.2.3468.50 crores as on June 30, 1987, Assets against the notes
issued included Gold worth Tk 74,66 crores, Approved Foreign Exchange of Tk.200.00
crores, Taka Con worth Tk.3.37 crores, Government of Bangladesh Sacurities worth
Tk.580.49 crores and Intemal Bills'of ‘Exchange and other Commercial Papers worth
Tk.1,866.24 crores. The corresponding figures of assets against notes issued as on Juna
30, 1887 were Gold worth Tk.693.98 crores, approved Foreign Exchange of Tk.200.00
crores, Taka Coin worth Tk.3.10 crores, Government of Bangladesh Securities waorth
Tk.475.16 crores and Intemal Bifls of Exchange and other Commercial Papers worth
Tk.1.588.24 crores '

Banking Departrmant

"213  The Balance Shest of the Banking Department as on June 30, 1888 appears at
pages 128 and 129 . On the lisbilities side, balances in the Statutory Furds®
increasged from Tk, 30500 crores as ortdune 30, 1987 1w Tk, 341.00 crores a3 on June 30,
1988 due to appropration of Tk 38.00 crores from the ‘Profit and Loss Account’
‘Government Deposits” increased by Tk, 0.23 crare 10 Tk, 1.04 crores as on June 30, 1988
from. Tk. 0.8 crore a5 on June 30,1887, Deposits from banksincreased by Tk. B6G6.66
crores to Tk.1,804.39 crores as on June 30, 1988 from Tk, 937.73 crores as on June
30, 1887 Other Deposits decreazed by Tk, 184.04 crores to Tk, 2,256.67 crores as on
June 30, 1983 from Tk.2.439.71 crores as on the same day last year, Other Liabdlities
increased by T, 21785 crores 1o Tk, 1,248165 crores' as on Jure 30, 1988 from Tk
1,030,700 crores a5 on June 30, 1987 The amount of SDAs remained unchanged at Tk
91.74 crores,

214 Onthe Assets side of the Banking Departrment. ‘Bills Purchased and Discounted-
Internal’ increased by Tk.B9.00 crores to Tk.108.00 crores as on June 30, 1868 from

Tk, 20 00 crares a5 on June 30, 1987 The balance of re-discounted Govarnment Treasury
Bills increased by Tk.2.29 crores to Tk.51.75 crores as on June 30, 1988 from Tk49.46
crores as on June 30, 1887 The amount under ‘Balances Held Ouiside Bangladesh’

—

* Exghuding Crada Goarantae Furd
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increased by Tk.471.47 crores to Tk.2,320.14 crores as on June 30, 1988 from Tk. 1,857 67
crores as on June 30,1987, Other Loang and Advances [Loans and Advances 1o Banks and
other Financial Institutions) went up by Tk.16.92 crores to Tk.1,129.03 crores as on June
30, 1988 from Tk.1,112.11 crores as on.June 30, 1987, The Balances under ‘Investments’
increased by Tk.15B8.09 crores to Tk.908.03 cragas a5 on June 30, 1988 form Tk.749.84
crares as on June 30,1887, The Loans and Advances to Government remained unchanged
at the level of Tk 20.00 crores dunng the year under report. Other assets increased Dy
Tk.200.55 crores to Tk.1,201.00 crores as on June 30, 1988 from Tk.1,000.45 crores as on
Jume- 30,1887,

21.5 The Profit and Loss Account of tha Bank for the year ended on June 30,1988
gppears at page 130 .

Comparative Position of Profiy and Loss Account

218  The comparative position of Profit and Loss Account of the Bank forthe years
1987-B8 and 19BE-B7 is summerized below:

[Take in crores)
Farticulars 196788 1586-87 Changes
Gross Inconme 454,39 89064 +73:60
Total Expenditure 25057 206.01 +44 56
Met Profit: 213.82 184.83 +28.95

217 It appears from the above acoount that the net profit of the Bank during 1987-88
was higher by Tk 2899 crores as compared to that during 1986-87. Although the total
expanditure increasad by Tk.44.56 crores, nat profit of the Bank dunng 1987-88 increased
as @ result of incresse in gross imcome by Tk.73.55 crores due to larger refinance
investments as well as other investments In local and foréign curréncias.
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21.8 Qut of the profit of Tk:213.82 crores, & sum of Tk40.00 crores has been
appropriated towards different Statutory Funds as detailed below:

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. 15.00,00.000.00

Credit Guarantes Fund Tk, 2.00,00,000.00

Surplus Profit Paid 1o

the Governmaent Tk. 173,82,24.334 48
Total : Tk, 213,82,24,334 46

Appointment of Auditors

1.8 In terms of Article 65 (i) of the Bangladesh Bank Dider, 1972, the Government
was pleased to appoint M/S. Khan \Wahab Shafique Rahman & Co. and /S, Acnabin &
Co., Chartered Accountants, to audit the accounts of the Bank for the vear 1987-68.
Appraciation

2110 The Board of Directors wishas to place on record its appreciation for the loyal
and devoted services rendered during the year by Officers and Statf of the Bank.
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BANGLADESH
BALANCE

ISSUE
LIABILITIES

A5 on June 3o, 1887

TAKA TAKA.

PG A TEZED

* The staternent with regand to ‘Motes in Cirouladion” 15 made withoul prejudice 1o the claim of the Government of
ihe Peopla’s Republe of Bangladesh ¢ Bangladesh Bank for obmmineng velue from the Gowernment of

Pakistan/Stata Bank of Pakistan in respedt of Palastani Currency Notes dpmonatisdd and ‘withdrawn from
carculatan,
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BANK
SHEET

DEPARTMENT
ASSETS

As on June 30, 1087
" TAKA ]r TAKA

2346,49,72,250

** includes Special Acghoc Traasury Bl issued for providing assots against sus of Bangladeshs Notes n
replacament of Pakisiars Motes,
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BANKING
LIABILITIES

e

Ag on June 30, 1987

T
o

TAKA | TAKA

_mmm

36.00.00,000

o 57,00,00,000

115,00,00:000
81,189,214 &

SO 0915 3378.24.76,153

g ' B17431.208.

1595566
1030,70,39,608




DEPARTMENT
ASSETS

an Juene 30, ‘i‘aﬂ?

TiakA Tk
22,684,115
2.113
&7
20.00,00,000
Hit

484628, 7490 §3,46,28 200

1857 ,66,69,958

Nil
20000.00,000
1112,10,75,004

743,83,86,840
1000.42 86,137

4B09.85,42,6534

Includes Cash and Shoet-Term - Sdcurtins.
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PROFIT AND LOSS ACCOUNT

fia on dine
¥ 18ET
TaEA,

20 5L 00 637

2408 77 04T
15852

&2 BTG
290,259,685
1.3, 00
TEAD 348
£0,13,BE7
3810070
2.11.E6.576
2.18:29,812
#0,18,775
2.31,58,28%
111.36,34.400

6.07.87 68
A5, 370
L10.31716
5 .58,115
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REPORT OF THE AUDITORS

To

The Government of the People's
Republic of Bangladesh,

We have examined the foregoing two Balance Sheets as at 30th June 1988 and the
Profit and Loss Accounts for the year ended on that date. Our examination was mads in
accardance with the generally accepted auditing standards and accordingly Included such
tests of the accounting records end such other audit procedures Bs we Cconsidersd
necessary in the circumstances. We rapornt that we have obtanined all the Informations
and explanations we required and such informations and explanations have been gven
satisfactorily, In our opinion, the Balance Sheets are full and fair Balance Sheets containing
the prascribed particulars and ara propetly drawn up S0 as to exhibit trua and correct view
of the state of the Bank's affairs according to the best of our informations and explanations
given to us and as shown by the books of accounts of the Bank's Head Office and Branch
Dificas.

KHAN WAHAB SHAFIQUE RAHMAN & Co.
Chariered  Accountants

Dated. Dhaka ACNABIN & Co.
The Bth August, 1988 Chartered Accountants
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BANGLADESH: SOME SELECTED STATISTICS

l. AREA AND POPULATION

1. Area 1.43,999 Km?
2. Population 1986-87 1887-86"
104.1 Million 108.6 Million
3, Density of Population:
a) Per Km® of Total Land fsds 723 740
bl Per Km® of Cultivabla Lshd 1,138 it
P=Provizianal

Source - Bangladesh Bureau of Statistos:
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Il. NATIONAL INCOME, INVESTMENT AND SAVINGS

{Taka in crores)

IbamiBectors 18BE-BT SaChange 198788 | % Change
(Estimated
1. GDP (At Constant 1884-85
Factor Cost) 30,722 +4.44 38.777 +2.05
2. GDP (At Current Market
Prices) 43,260 +12.26 48,220 +11.14
3. Per Capita GDP (in Taka at
Currant Prices) 4,122 +9.82 4,489 +10.81
4. Gross Imvestment (AL Currant
Prices) 8,480 15.00F 7.034 14,559
6. Gross Domaestic Savings
(At Current Prices) 1.833 4.24% 2,737 5.67%
6. Sectoral Break-up of GDP (At re o % Share
Constant 1984-85 Factor G.0.P of G.D.F.
Cost) :
a) Agriculiure 17.808 49 85 17.924 48.73
{+0.65)
bl Trade & Other Services 7,881 22 06 B 275 22 50
{+4.98)
¢l Industries 3.462 869 3,580 8.78
- {+3.86)
di Public Senices 2433 6:81 2.524 £.86
(3. 74}
&) Transport & Communication 1.876 525 2,033 552
{+B.42}
fl Housing 1.082 3.03 1,108 .02
(+2.5)
gl Construction 880 246 967 2.63
{+9.88)
hl Power and Gas a0 064 346 0.94
[+14.85)
Total: 35,722 10:0.00 36,777 100.00
L=y Af parcentage of GOP 8l cument manicel progs.

Mobe! Figures n the brackats indicate sectoral growih race

Zoimoe.  Plapning Corrmission
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lil. GOVERNMENT FINANCE AND ANMNUAL DEVELOPMENT
PROGRAMME {A.D.P)

{Takn In crores)

[temySectors 10B8-87 % 196788 %

1. Revenue Receipts: 4,717.00 100 §,146.00 100
a) Tax 3,853.00 82 4,367.00 85

bl MNor-Tax BES.00 18 T78.00 16

2. Revapua Expenditure 3.866.00 B4 4.730.00 a2
3. Revenue Surplus 781.00 16 416.00 8
4. Capital Receipts: 5,354.51 100 5,766.35 100
af Capital Expenditure 1.165.36 22 1,081.08 18

bl Capital Surplus 4,198.16 78 4 BRE 26 81

5. Size of ADP: 4,613.38 100 4,650.81 100
" 8} Domastic B11.69 18 52.70 2

bl Foreign 3.701.48 82 437181 G

ci Additional Resources —_ _ 1BB.30 4

Sourse: Budget Summary Staternante. Minlstey of Finsnce.

137



V. MONEY, CREDIT AND PRICE INDICES

(Teka n crores)

Heads 18986-87 1987-B8

1. Broad Maney (Mg 13.864.80" 16,408.00
2. Domestic Credit 7 15,368,10" 17,400.80
i} Public Sector (including Gowt.) 6,404 .50 B, 50450

il Private Sector 8.9683.60" 10,896.30

4. Broad Money as % of GDP 32.06 3415

tat Currant Market Prices)
4.  Consumer Price Index
for Dhaka Middle Income Families?

il ‘Paoint to Point’ 490.25 Hh4 24
itl Yearly Average 481,18 536.02
* Annual Percentage Changes in:
i| Consumer Prica Index for
Diaka Middle Ingome Families:®
g) 'Point 1o Point’ + H.B0 +-13.056
b Yearly Average + 10.36 #+11.40
(i) Sectoral Distribution of Domestic Credit:
gl Credit to Public Sector

g

{including Gowt) +823% +1.56°
[b} Credit to Public Sector + 9847 +337*
{Excluding Gowt.)
|c} Credit to Private Sactor +7.38° + 21,66

1 Flgures ralating 1o June, 1337 hava bean ravised as par naw format,

2 Bese: 1973-74=100.

3. Figures relatng o June, 1888 and Juna, Y887 are as per ok format,

4 Figures relgting to Jupe, 1887 are as per new formal,

hote : The amount of |LMF, Treasury Accounts i Damaestic Credit has bean estimated at Tk, 352 50
crores both for 198687 and 1867-86

Sources: () Bangladesh Bank.
iiil Bangladesh Burasu of Siztstics,
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V. RESERVE MONEY AND ITS COMPONENTS

iTaka in crores)

Cisrency Cash in Balanoes Daposits Figtsmres
Farnod ainside Tills aof ol the af othes hdaray
(End-luna| harks the =chady- schedulad | Fmancial 12+3=4-+6|

lad hanks BEKE adlk inatititions
Banghlesh wilh
Bark™ | Bangladesh
Hank
1 2 3 4 B ]

1873-74 331,140 Z1ag 7220 0.20 424 G0
Ya7d-7h 280.20 2680 8260 3.10 40840
1975-76 329,80 34,30 8800 0.10 48220
187677 356,30 65,54 124.40 0,20 B4G.40
187778 504,30 G40 115.80 .30 BB6.BD
18978-70 813,30 a0.00 162.80 010 B56.00
1879-80 893.40 103.20 247.00 0.20 1043.80
1880-81 814,80 126.20 284,10 0,20 133530
18E1-82 B77.60 136,80 267,20 010 128040
1982:83 1138.60 14850 33870 070 1624 50
198384 1856:30 235.60 44390 0.20 223580
198445 1722.80 275,70 676,70 0.20 2875.50
1885-88 1963.10 33840 87850 .60 32T1.80
1885-67 2075.80 361.30 130322 1.68 3741.80
1887-B8 2415.00 402 30 2240.20 il BORT.B0

& Includirg Balances n the VWage Earmars’ Clearing Accounts,
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< I WL.SOURCES OF RESERVE MONEY

iTaka. In croras)

E-arrg.m:.leah Bank's Claims on

Pariod

Hoheduled Other  [Met foreign [Cihar Aesenve
{End-Juna] Govi. Banks afficial Asgals Agsels | Monay
Entities & imetk | (2+3+d4+5+8
Finarcal
Institutions|
1 2 3 (.3 B B T
187374 403,20 89.70 3080 - 3870 — 6820 42480
1874-75 455,60 111.40 180 10480 -=7B530 40840
1875-78 723,70 101.40 30680 — BBB0 -—306.10 46220
187877 636,30 121.30 3050 B2.40 —-304.10 54840
1977-78 766,20 231,30 3560 - 3470 -311.60 68680
1878-79 734.40 a73.60 80,80 8020 -432.80 BEEZO
197980 953.80 70940 18180 —201.10 -BY.80 1,043.80
1880-81 1.477.80 81230 242,70 —-822.20 -=B76.40 1,336:30
1981-82 1.68%10 1.235.680 30870 =1,353.60 -588.40 1,280.40
188283 1,420.80 1,251.00 38580 —=78270 —-6B0.40 1,6824.50
1883-84 1,361.60 1,377.30 G62850 -21470 -BOV.BO 2235450
188485 1,424.80 2168760 67740 -—362.60=1.24140 2675.50
1886-88 1,789.60 244380 87080 —=42080 -1.411.50 3.271.650
188687 18B3.80 2713430 86460 —=76.40 -—-1.134.30 374180
1987-88 2,245,720 2656280 87440 B3AT0D =1,140.60 65,0567.60
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Vil. DUTSTANDING REFINANCE

(End-Juna Position)

(Taks In crores)

Sactors 1883 1884 1885 1686 1887 19688
Agriculture 706.63 82628 140253 137086 1.201.71 144840
Jute 100.00. 160.00 170,00  BBOCD 82000 820,00
Foadgrains 40.00 80.00 80.00 10.00 — 40,00
Imporns 3000 50,00 60,00 — - —_—
Internal

Procurament 10.00 10,00 20.00 10.00 — 40,00
Fatrolaum 24004 70,00 20,00 20.00 —_ —
Fertilizer 40.00 10.00 200,00 80 00 20.00 70.00
Textile 40.00 —_ —_ — — =
Export bill 30.00 10.00 10.00 10.00 10.00 20000
Othear

Refinances 80.00 100.00 110,00 15000 140.00 24000
Total: 1,315.53 1.388.28 1,892.53 222086 1,991.71 2479.40
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Vill. DEPOSITS OF PUBLIC AND PRIVATE SECTOR

(Taks in crores)
Damand Deposits Time Deposits
Pariad Public” Private | Total | Public | Private | Total
June, 1983 509.4 1,1088 18182 11200 22088 33288
{31.48) {88.52) (33.84) |66.36]
Jung, 1584 545.0 1.524.0 21880 1.73TvE: 318656 49181
129.74) 170.26) (35.21}  {64.79)
June, 1986 T4R 9 1960.2 27081 22378 418970 B4239
{27 .64 {72.36) (3473 (686.27)
June, 1986 85637 241786 32M3 EZ3p0S B9 TER4
{26.10) (73.80) (31.22)  (88.78)
Juna, 1887 1.000.8 26211 35219 28538 64288 92824
128.42) {71.58) (30.74}  (69.26
Jung, 1888 BEY 4 21827 31401 28B38 90200 120038
{68.56) (24 868 (75.14)

131.44)

* Inglude daposiis of the Goeormmpnt
Mot Fgures (n panenthesss rapresent pescaniage of toel deposits,
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I1X. COMPARATIVE POSITION OF THE SCHEDULED BANKS

[Taks in crores)

As on
Particulars 30.6. 1987 30.,6.1988
1. Bank Deposits (excluding inter-bank itemns) 11,821.10 13,996.50
a) Demand Deposits 2.276.00 263270
bl Time Deposits 851320 11.360.30
cl Restricted Deposits 31.90 3.50
2. Borrowings from the Bangladesh Bank 1,880.40 2.589.00
3. Cash in Tills 361.30 402,30
d. ‘Balances with the Bangladesh Bank 804,70 1.785.20
5. Batances with other Banks:in
Current Account in Bangladesh 188 60 24890
6. Money at Call and|Short Notice in _ T
Bangladesh .
7. Scheduled Banks' Investment 2,269.00 211820
a) Government Securities 1,.268.10 1,072,850
bl Ctners 1.010.90 1,045.30
8. Bank Credit (exciuding inter-bank itams) 1,723.70 13,838.00
g) Advarces in Bangladesh 11,340.60 13,368.00
by Inland Bills Purchased
and. Discourtad in Bangladesh 283.10 46500
8. Credit'Deposit Aatio {excluding
the BKB, the RKLB and the BEB) Q.74 0.75

Mleds: Figuies relaing 1o Jung 1BB7 huns been evised &8 par changed farmal ol 5B5|
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X. INTEREST RATES STRUCTURE OF THE BANKING SECTOR IN BANGLADESH

&, Bank Aate and Scheduled Banks’ Interest Rates on Deposits and

Loans / Advances
{Percent per annumi
T
ey JOcicher 18 |Jaruary 1. | Sept T8 July 1, duby 1,
Particulars 10877 [ 1880 w | 1885 10 1865 1o 1886 to 1887 1o
o Oct 1B, Cac Sapt. 16, | Jure-300 | June 30, | June 30
19608 31,1884 1865 16488 Ta87 1&8a
1 2 i 4 B g 7
1. Bank Rate: 8.0 108
(Bangladesh Bank's P 1ot 1075
lendéng/dincount
rate)
2 Schadulad Banks'
Interest Aatea on Delposits
a) Call Deposits and
Special Notice
ACoounts e,
depasits
withdrawable o1
notica 4. 0-4 35 45" 4.5 4.5 4.5 4.5
* No interest on call deposits effective from December 2,1882,
Bl Sevings Bank
Accounis
I} With cheguirg
facdities .0 gl B5 al B5 al 9.5 al 85 a0
jupto July  pj 98" B 105% b 10.5% b 1059 10.0
31,1977
and 4.5
from Aisg
1.1877

ww In rural aress for eccounts of Individuals onby with affect from July 1, 1884
i@ In rural aress for eccounis of individuels onty effective from Jamsary 1. 1986

i Without

chaquing
faciities al 7.0 160 &b 100 & 100 gl 10.0 W
bi 7.76% Bl 1107 Bl 1104 B 10+ ¥

+  Ih rurél areas for sccounts of individuats onby with effect from Ceiober 1, 1878,
++ |m ruraf areas for-accounts of individuals: only effective from Janoary 1, 1885
Y Abolished since July 3, 1987,
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‘X, INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH
[Continuad)

{Percert per annurm]

My |Octobar 16, |January 1, | Sept 18, July 1, July 1
Fariculars BT 1980 o Dec. | 1985 10 1986 to 1886 m 1867 10
fo Ot 18| 31, 1884 | Sept. 15, | June 30, | June 300 | Juna 3
1880 1885 1386 1987 1885
1 2 3 4 B B 7
¢l - Fixed (or verm) Deposins
i} Far 3 months and &b 7.0 12.00 12.00 1200 12,00 12.0
over but less than bl 8.5
B manths
1 In rrdl sreas for sccounis of mdhiduale onby wath effect from October 1, 1978
i) For & months gl 7.5 13.0 1340 13.0 126 12.5
and over but less b &.0° Ettective
than 1 vear troen Jam,
17, 1887

2 I rura! areas far accounts of individuals only the rate was B.5% during December 15, 1877
10 Septgmber 30. T97H which was raised 1o 9.0% effective from Ocicber 1, 1878

ity 1 yoar and over g} 825 14,0 140 140 13.25 13.25
but begs than by 8267 Etfectie
2 years froen Jan,
17, 1887

¥ | niral areas for socounts of indbidusts only with effect from December 16, 1877

il For 2 years and 825 145 145 145 13,76 13.78
owvar but less than Eftectva
3 wears froem Jdan,
17, 1887

¢l For 9 ‘ywsars and 1026 150 16.0 i6.0 1d. 345 14.25
ohver Effectiv
fram Jar.
17, 1987

gl Current Account il Nil ] Ml Mt il

145



X. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH

{Continued)
(Perpent par anmum)
May 1, Deqobar 16, [Januay 1, Ssp. 16 July T, Jduby 1,
Particulars 1877 1880 o Dac. 1885 o 1885 19685 1o 1887
o 'Ot 16 31, 1684 Zap. 15, June 30, | Jursa 30, Juna 30,
360 1585 1586 gy 1868
1 2 3 4 B G 7
3. Scheduled Benks'
fntarest Mates
on lpans
and Advances
al Expost Credit lar
tradetiongl itema, e
J'-”ﬂ'i m m m
loose 1ea 105 120* 12.0 120 80 8.0

* Faor all advances against jute including those relating 1o intermal trade rate of interest was 12 0%
upto Dec. 25, 1984, Since then il s 12.0% for external trade upto June 30, 1966 and 16.0% for
iniemal trade.

bf Export cradi for

mor-traditional

fhame encieding
packet 1es and
|ute carpet 10.5 g0" 9.0 8.0

8.0 8.0

e} Export credit for
3 moh-traditional
derris vie. light
engineening and
esEcing goods
handicrafts  and

hand loom prodocts 70

7.0 740 7.0
[Effectve

frearn

July 1,

18485)

® The rate was 12.0% dunng October 16, 1980 to July 4, 1982 which was reduced to 11.5%
effective from July 5, 1882 and further to 8.0% with effect from July 1, 1983

o

108
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X, INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH
(Continued)

{Percent per annum)

May 1,|Qctober 168, | Jarwary 1, | Sep 16 July 1, July 1,
Particulars ey 1890 o 1385 to 1385 1o TEBE 1o 1587 o
ta Det 15, Dec. Sepl. 16, | .June, 30 June 30 | Jume 30
160 31, 16534 1965 15486 1557 1968
1 Fd | 4 g g 7
dl Agriculture
inthuding forasiny
and fishery
{including service
charge) — 16.07 160 160 18.0 164

| The rate was 12.0% upto Seplembar 30, 1983, Thereafter service charge at 4.0% over the
ngmmal interest of 12% onoshori-ierm (upto 18 manths) loens and service charge al 3% ovar
narmal rate of 13% oo other term {mone than 18 monthst loang ade appliad wih affast from
Dctober. 1, 1983
&l Industry 14.0° 14.5% 12.0-14 5% 90140
iEffectve
from
Augusgt
1, 1881
the rale
was 145}
T Effective fram July 1, 1983 the rate of interast on working capital loans to export-crented
fish-freazing unils and expori-ciented mdustries opesating under custome-bonded amangs-

mant axclushely for export sales would ba 9.0%

1.0-12.0 2.0-14.0

® In case of waorking capital finance to jute mills including |ute spinning mills affectve from
Februsry 1, 1986 the financeng bank would refund interest & 2 5% as per prescribed procedurs
it the milks concemed &8 and whan shipment of the jute goods was effacted.

¥ The rate of interest on working capital loans to indusines (exchuding jute industries) and also the
rate on term fnance for mdustrial prosects extended for 8 period af 5 years and above have
bean reduced to 14.0% from 14.5% with &ffect from March 1, 1388, The rete of Intérest on
tarm finance for industrial projects extended for & period of less than & years would be 14.5%
affective from March 1, 1886 The rate of interest on working capital finance 1o jule mills and
jute spinning milts was reduced from 14.5% 1o 14.0% with effact from March 1, 1888 with tha
proviglon thist finansing bank would refund interest & 2% as par prascribed procedura to the
mills concemnad a8 and when shipment of thé jute goods was effectad The rate of intareat on
wirking capited lnans to jule mdustries ncleding jute spinning mills was further reduced 1o
12.0% weel Juna 1, 1988 and it was decided 1hat no refund of Interest would be allowed on
ghipmanis made on or_sfter June 1, 1885
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X. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH
[Cantinued)

[Parcant par annumi

May 1,1977| Dorober 18, [January 1. | Sept 18, July 1, Jduty 1
Particulars to Oct, 1501880 w Dec. | 19851 | 1985w | 1288w | 1967 w
1880 31,1984 | Sapr 16, | Juna 30, Jume 30, Jurs 30,
1985 1968 1887 1868
1 2 g 4 7] ] T
fi Far othar
industries In iess
developad areas 116 1380 13.0 13.0 10,0136 100135
(Datails
given at
sub-head '8}
g Special Credit
) Loans given in
the Special
Economic
Zone (SEZ)of
Chittagong Hil
Tracts region 1o 50 5.0 5.0 5.0 5.0
iy Small loan
gcheme,
special credit for
salt growers. salf
employment
programma,
glc, e 130" 13.0 13.0 13.0 13.0

'®. The rate of interest on working cepital ioans to Industries (excluding [ute Industries and

Industries in the EFZ remained unchanged af 14.0%. The rate of intarest on working caplial
Ioans to jute industries (including jute spinning mills) has been reduced to 8.0% from 12.0%
woe o July 1, 19688, Tha rete of Interest on working capital loans 1o indugtnies in the ERZ with
100% Bangiadeshi ownership would be 8.0% w.e.f. Cctober 1, 1BB8. The rata of intarast for
expori orignted figh-freazing units & export-ariantad ndustries ramalined unchanged af 9%,

n igmr;fm‘*ﬂ‘“mﬂﬂﬂmhIMMan The mte was T3% durrg Dctobar 18, 1980 %0

12 Bendoe cherge a4 I% over the nomned insereal rete of 13% ece appled with sffect from Apnl 1, 1884,
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X. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH

{Continued)

(Percent per annum)

Particislars May 1. 1877 October 16, |January 1, | Sept. 16, | July 1, July 1,
ta Oet %6, (1980 to Dec| 1885 to | 1885 1o | 15986 to | 1987 1o
1580 a1, 1884 Sap. 16, |Juna. 30, | June 30, | June 30,
1865 1586 1887 1888
1 2 3 4 B B 7
h} Loans for — B.0 B.D 6.0 5.0 &80
canstruction of {Aumal  =sreas
Fouges in nanal Effective from
areas and Januany, 1884]
When Bress
160 1840 16.0 1680 18.0
iLirhan  aress
effective from
Decamber 22,
1883}
i} Advances for - 16.0 &l 18.0 16.0 16.0 184
int@rnal trading iEffectve fram  (Upto
purpose December 5 Ti.! lakhl
1981}
bl 18.0 18.0 18.0 180
Exceeding
Tk, 1 lakh)
|| Advances i 0.0 Effective
Bgairat FORA |Effective  from March
From 1, 1886 tha
December rate |z 3%
1. 18684) wabova the
rate of
interast
gllowed on
the relavant
FDR upto
T A lakh,
Exacsading
Tk 1 lakh
e elEnest
rate s 20%.
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X. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH
{Continued)

B. Rates of Interest on Term loans (effective fram July 1, 1986}

{Parcent par annum]

DCabt-aguity Developed/Less |Least developed|For indusines using Small end
ratio developed anaas ATEES dormesiically Cottage
produced Industres
capital goods

G040 124 1.0 10.0 10.0

030 T30 12.0 114 [rrrespactive of
debit-aquity ratio

and place of
lacatan of the
, project]
'80:20 135 125 115

1 Mwas decided on Ootaber 1, 1886 that the banks may realise senvice charge {not appiicable far small
and cottage industies| on e lDBns &t & Ee nob exceeding 2% provided tha loans are alended
froem ther own resowtas,

2  Debtaguity ratio of 8020 = not spaliceble for developed arees.
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¥. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH

IContimued)
C. Rates of Interests for the Bangladesh Bank's Refinance/Counter Finance to
Scheduled Banks
(Percent par annum)
Hates of inierest
Commodites’Sectors on Refinance as
on -30.6.1338
A, Refinance
1. Jute 2.5
(To the extent of 30% of
the total credit extended
by banks 10 the jute secior
2. Export Credit for Loose Tea 65
(To tha extent of 100%
cutstanding edvances less
overdues)
3. i Pre-shiprment Export Credit 55
for Non-traditional tems
(100% of the pre-shipment
export_finance of banks less
overduss)
il Presshipiment Export: Credit 35

for three Non-traditional

itermg only viz. light

engineenng and electrical
goods, handicrafts and
handloom products (100% of
the presshipment export finance
of banks less ovarduss)
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®. INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH
iContinuad)

C. Rates of Interests for the Bangladesh Bank's Refinance / Counter Finance to
Scheduled Banks

[Percent per annum)

Commodities | Sectors

Aates of Interest
on Refinance s

on 30.6.1988
Sugar Mills 10.76
(50% of the credit extended [Bank Rate)
by banks to sugar milis)
Working Capital Loans to 10.75
industries {50% of the credit (Bank Rate)
extended by banks as working
capital Ipans to industres
establizhed on or after July 1, 1985}
Export Bills 5.5

(T the extent of 50% -and 100%: of the bills in respect
af traditional and non-traditional exports respectively)

Duty Draw-back Credit Scheme (to
the extent of 100% of loans
extended under Duty Draw-back
Credit Schema)

Term Loan for Project Finance
[Against term [0ans sanctioned
an or after July 1, 1886 for
project finance!

Tannery Units
{BMRBE finance of the existing tannery units to the
gxtent of 100% of such financa)

Free of Interest

2 percent below
the normal rate
af interest
charged by the
barks

1075
[Bank Rate)
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X. INTEREST RATE STRUCTURE OF THE BANKING EEETGFI IN BANGLADESH

{Confinued)

C. Rates of Interests for the Bangladesh Bank's Refinance / Counter Finance in

Scheduled Banks

I:Pa_man} QB BNRUT}

Commadities / Sectors

F.'E!,aa'uf Interast
on Refinance as

on 3061988
10 100% of local currency 15
advances in SEZ of Chittagong
Hill Tracts Region
(The Financing bank would
disburse ihese loana at an
interest rate of 5% per annum)
1 Refinance under 1DA Credit
Na. 1065-8D
'al Upto TE 6 lakhs 5.0
bl Above Tk B lakhs to Tk, 15 lakhs 8.0
c) Above Tk, 156 lakhs to Tk. 30 lakhs 7.0
B. Counmter-Finanoce; 10.75
Government Food Department and iBank Rate

the BADC (To'the extent of
the total credit allocated oy
the Bangladesh Bankl
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X, INTEREST RATE STRUCTURE OF THE BANKING SECTOR IN BANGLADESH
{Concid)
C. Matrix of Interest Rates on Refinanca against Agricultural Loan (As on 30.6.88)
Refinance Scile In Percentage of Dishumemlﬂm
Rates of Interest
on Refinance (in
parcentage|
Commaearcasal B.K.B and RLK.U.BBSBEL/ IDA Credit
Banks Mo.1147-8D
7.5 Balow 50 Balaw B0 Flat rate of
8.5 percent for
B 60 to below B0 50 to below B0  all categories
of refinance
8.5 60 to below B0 B0 to below 06
10,76 80 o 100 95 10 100

D. RATES OF INTEREST ON NON-RESIDENT FOREIGN
CURRENCY DEPOSIT {NFCDJ ACCOUNT"

{Percent per annum)

June 30,1987 Jure 30,1888
Maturity of Deposits U5, Dollar Pound 15, Dollar Pound
Sterhing Slerling
1 manth 688 Ba1 7.50 B.25
3 manths 7.06 B7B 7.62 B.81
6 months 7.8 E.81 T8 8.18
1 year EO08 B84 B.25 8.62

These rales ere generaly releed every Tsonth.
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Xl. BALANCE OF PAYMENTS

108587 198768

ams/Pariod In erome In milklian in crome ir - millgn

Tk Us & Tk, .

Export (f.o.b.} 3,064 3 1,000 3,704.5 1,186
Import (c & —8.026.0 —2.620 —8.332.7 —2.947
Of which: Foodgrains [-~B337) (=272F [=1.827.7) |=a8s)
Trade Balance -4,961.7 -1.620 (-5.628.2) —1,801
Sarvices net) —483.4 —151 —448 1 —144
al Infloyes BO2.1 262 8687 310

Bl Outfows —-1.26656 —4&13 —-1.4168 — 454

Of which: Interest Payments 1—450.3) —=1&7) [~5.62.2) {—180)
Private Unrequited Transfers "1.890.0 645 24811 784
Curren! Account Balance —3,435.1 —-1,122 —3.815.2 —1.157
Aid Disbursament 4,.391.8 1,587 b, 1271 1.641
Foaod Ged 225 8385 200
Commodity 1,2389 405 1.583.9 510
Project 2.962.8 a7 25048 B3
Amartization Paymants —-47148 —154 —518.8 —168
Food Credits {netl —-2840 —0& 263 d
a) Bormowings - — 1291 a1

bl Repayments =297.0 L] -102.3 = L

1, Wnchades INF subsigy of % 2rv ond & 1 im 1965—RT and 1987 —B0 respectnaly)
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1986-87 1887-88"

Hems/Priod - - B ! .

Incrore Tk, |00 @98 i crore Tk, [Inmillion

s 15
* Trust Fund fnétl, =831 —-30 -87.5 =1
Aircrafts Loan [net) _ —21.4 -7 -35.4 -1
Short-term Losn to BRC (net) —2.8 -1 —B3.1 -20
Cither Capital - 1455 ~47 —200.8 =98
Errors and Ornimiissions =137 —dd -31.6 =10
Qverall Balance - 291.0 95 492.5 158
Monetary| Movements, fncreased  —291.0 -85 4825 —154
Bangladesh Bank - —236.4 =7 —521.9 ~167
Foreign Exchange -816.7- =201 —434.5 —139
Liabilities 193 124 =g7.4 —28
Of which: Fend: Credit, §E00.5) (54} (41.2) 13
a} Disbursemaerits {837 6 {306} (361.3) (115)
b) Repayments (—43701 (=142 (-3201) (=102}
Commercial Banks ~64.8 —18 294 2]
al Assets -12.7 -4 —11.8 -4
by Liabilities —41:9 -14 41.2 13
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Xl MERCHANDISE EXPORTS (RECEIPTS)

1986-57 1857 -88
Cofmmodily In crome In mdllion In crore In rrlllion

Tk, Uus & Tk, Us S
Tatal Expaorts (FOB) 3.064.3 1,000 3,705 1,188
T, Raw jute 2977 g7 263.1 B4
2. Jute goods 065 296 BTh.E 2B
d. Tea ga.2 24 1182 a8
& Leather 256 113 4228 138
b. Fighshnmps and froglegs 4523 167 540 162
B Maptha, Fumnace od & bitumen M3 10 4.5 14
7. Readymada garmanis 9o 258 1.288.1 41z
B Oihers 122.7 40 186.6 B0
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Xill, MERCHANDISE IMPORTS (PAYMENTS)

1968~87 15&T—8H
Cornmodity In crore in mmillion In grooe In: il
Tk. Us & Tk us %
Total Imports (o & f). B8.026.0 2,620 83327 2,987
1." Foodgramis Bxid 272 1.557.7 453
&l Rice (160.1} (44} (468, 6) (150
bl Wheat 6a3-0) (223} {1.068:7) (339
2. Eddble a1l and odl seeds 3188 104 4131 132
4. Petroleurn grude and
peEtroEum prodects G169 2 6245 200
4. Cotton g2.4 27 160.1. |
B. Textide yam 1167 K H] 1oz 35
& Ferilizers 478 18 104.4 33
7. Chamicals 4478 148 563.0 180
g Cement 177.4 53] 148.4 45
% Capital goods and other
BOCESSONAS 3.000.7 1.003 28733 56
23156 785 3,008.0 863

10, Olhers
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Xlv. FOREIGN AID, EXTERNAL DEBT AND DEBT SERVICE

fln Millicn LLS. Dodlas)

Darticulars 198687 1987 —B8
1. Foralgn Aid:
gl Grogs Disburgement during the vear 1,586 1,840
bi Gross Commitment during the year 1,603 1,530
¢l Total Commitment since 1872 20,994 22,526
di Total Dishursement singe 1872 15,506 17,247
2 Dabt Senvice 262 280
3. - Debt Zervice—Export Retio 2620 2381

Sourca: Flanning Commission.



XV, INTERNATIONAL RESERVES

" Pariod Total Reserves including IMF Reserve Position

{Engd-June Position)

Million Taka Milion US Dollars
1977-78 4048 269
187879 5,840 393
1878-80 4,063 275
1880-81 4,523 250
faB1-82 2,688 i 122
TOE2-83 8.765 368
18E3-84 13,68 B39
1864-56 11,068 385
1985-86 14,408 476
1886-87 22,181 716
18B7-BB 26.963 B58
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%Vl EXCHANGE RATES

(Period Average of Official Rates)

YearMonth Taka par U.5. Doliar

(Ennual Aversgel

197778 15.1168
1978-78 15.2271
1897880 15,4900
1980-81 16.26586
1981-82 20,0652
188283 23,7983
1983-84 249437
1884-85 25.9634
198586 20 88961
198687 30,6284
1887-88 31,2487
{Monthly Averagel
Juby, 1987 31.00
August, 1987 31.00
September, 1887 .00
October, 1887 31.00
Mowember, 1987 31.08
December, 1887 31,20
January, 1888 31.36
February, 1988 31.35
March, 1988 31.60
April, 196838 31,50
May, 1888 31.50
June, 1988 31.50

181



XV, WAGE EARNERS' REMITTANCES

Ramittance
Pariod In Milion US Dollar In Crore Taka
1977-718 10188 154,16
1978-79 124 04 1E8.83
1975-B0 248 B4 38545
1980-81 378.74 B19.74
198182 412.38 B34.65
1023 B17.28 1.480.16
188384 BG40 1.491.00
1984-85 433910 1.146:54
1985-B6 BEES10 T.661.11
1885-67 E96.40 2.138.26
1H8T-5H T37.00 2.303.80
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XVill. OFFICES. OF THE BANGLADESH BAMK
(&5 on June 30, 1988)

Head Office
DHAKA

Offices at
MOTIJHEEL (DHAKA)

SADARGHAT (DHAKA}

CHITTAGONG

KHULNA

BOGRA

AAJSHAHI

SYLHET
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XIX. LIST OF THE SCHEDULED BAMKS
(e gn Jume 30, 1988

A, NATIONALISED BANKS (7)

al Commerclal Banks (4)

1. Sonali Bank
2. Janate Bank
3, Agranl Bank
4, Rupall Bank "

bl Speciallsed Banks (3}

1, Bangladesh Krishi Bank
2, Bangladesh Shilpa Bank
3. Rajshahi Krshi Unnayan Bank

B. PRIVATE COMMERCIAL BANKS (8]

Fuball Bank Limited

Uttara Bank Limited

Arab Bangisdesh Bank Limited

intarnational Finance, Investment & Commarce Bank Limitad
islaml Bank Bangladesh Limited

Mational Bank Limited

The City Bank Limited

United Commercial Bank Limited

4| Baraka Bank Bangladesh Limited

000 = N B GO RS

C. FOREIGN COMMERCIAL BANKS (7)

i

. Amencan Express Bank Limited
Bank of Credit and Commerce
Interational (Overseasl Limited
Banoue Indosuez
The Charterad Bank

. Grindlays Bank Pig,

Habib Bank Limited
State Bank of Indig

]

o = I

* By kesping 61 parcent cwnesghip in the Governmen] Sector, the Rupsll Benk wis rensformead nte a Public
Limited Company in Decermbar, 1588
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ANNEXURE-"A’

MAIN TAX PROPOSALS IN THE NATIONAL BUDGET FOR
FY 1988-89

Import Duties and Sales Tax

i

i}

il

i

wi}

i)

vill)

Seles tax on M.5. billet has been reduced from 20 parcent to 10 percent while
that on iron and steel weste and scrap, scrap vassel, iron and steel powder and
sponge nas bean totally exempted. Import duty on steel ooils for re-rolling has been
reduced from B0 percent to 30 percent.

Import duty on B.P. sheat and C.8, coils has been reduced fram 20 parcant to
10 percent with full exemption of sales tax.

Import duties on G.P. sheet and M.5. plate has been proposed to be reduced
from 60 percent to 30 percent. Sales tax on G.P. sheet has been enhanced from 10
percant to 20 percent.

Import duty on springs. apring leaves, bolts, nuts, washar, rivets, screws, etc.
has been reduced fram 150 percant to S0 percent, while that on iron and stael shot,
grit and pellet has been proposed 1o ba enhanced fram 10 parcent ta 20 percent.

import duty and sales tax on M.S. strips and hoops have been refxed at 20
percent and 10 percent respectively, whila import duty on tin sheet has been
reduced from 30 percent to 20 percant and that on sillicon sheet from 20 percent to
10 parcent.

Import duty on welding electrodes (except mikd steel and cast iron electrodes)
has been reduced from 180 percent to 30 percent and that an iron and steel wool
from 100 percent 1o B0 percent. Duty on M.S. low carbon and medium carbon steel
wire has been enhanced from 20 percent 1o 50 percent.

Impart duty on copper rod and brass sheet has been raduced to 10 percent
and 20 percent respectvely, while sales tax on brass tube has baen refised at 20
percent,

Import duty on shest, plate, strip, tube, pipe and pipe fittings of chpper; brass
farrule (a raw matarial for lead pancil); magnasium tube, pipe, foll, ard hollow bar,
nichel tube, pipe and pipa fittings! lead wube and pipe; and tuba, pipa and hollow
bar of tin, etc. has been reduced from 50 percent to 30 percent.
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import duty on lgad wasté and sorap has bean reduced from 20 percent 10 10
parcent, while the sales tax on unfefined lead has bean kwwerad 10 10 percant,
Import duty on inc annode’ (a8 réw matensl for electroplating) has been reduced
froam 50 parcent to 20 percent with sales tax having been reduced from 20 percant
o 10 percent. Zales tax on alluminium waste and scrap, unwrought allurminiam and
zing, tin waste and scrap, unwrought tin and lead waste and scrap has bean fully
gxampled.

The'® percent import duty and 20 percent sales tax on alluminium rod has been
rationalized by imposing 10 percent impont duty with fotal exernption of sales tax,
Ditterant rates of impor duty an alluminium sheet, plate. strips, bar, sectians, etc.
and allumindurm farmule [a rew material for lead pancil] Fave: baan anified 1o the
lowest rate of 30 percent. Duty rates on crown cork and caps, etc. have also been
reduced from the existing 100 percent and 50 percent to the unified rate of 30
parcant,

Impart duty on stainkess steal strips has bean reduced from 30 percent 1o 10
percent with total exemiption of 2ales tax. Duty on razor and razor blades other than
stainless steel blade has been reduced from 100 percent to 50 percent. The impost
duty on tallor's scissors has been reduced from 160 percent 10 50 percant

‘The various rates of import duty on a number of raw matanals used by the
Chemical Industry. Sector, such as phenolic moulding compound, allaminium coil,
caustic soda, synthetio resin, etc. have been reduced by different margins ranging
from 40 percent to 80 percent compared to their existing levels.

Vanous duty rates for import of different types of raw materials used by the
Texiile Industry Sacios, such as polyster or celluloza film coated with allarainiurm
dust, synthetic top, wool top, human and animal hair, ribbon fabrics of nylon, etc.
have been rationalised with total exemption of sales tax in some cases. Sales tax
on cotton yam has been reduced from 20 pereant 1o 15 percent whila the import
duty and sales taw on eggs of silk worm have been fully exempted.

& 20 percent import duty has been imposed on mustardirape seed and crude
soyabesn oil.

Import duty on vertical hollow shaft electnc motor, cattle feed and tmber have
been reduced from the existing rates of 50 parcent, 20 parcent and 30 percant o
16 percent, 10 percentand. 10 percent respactivaly with total exermplion of sales
tax. Impart duty on match splint has been reduced trom 160 percent to 50 percent.
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Various rates of import duty and sales tax on transport vehicles have been

rationalised and resligned:

a
b}

ch

al

A 10 parcant import duty has been imposed on CED bus and mini-buses.

Buses and min-buses (both diese! and patrol operated) in CBU and SKD
conditions have been stibjected to the unified rate of 20 percent import duty
and 10 parcenl sales tax.
Immepaoit duty on CKD trucks has bean reducad from 20 percent 1o 10 percent,
Petral and diesel operated CBLYSKD trucks have respectively been subjectad
to 20 percent and 50 percant impot duty wiath 10 parcent 2asles tax

Import duty an CKD Jaep and Pickup has bean raduced from 20 parcant o
10 percant with ofal exemption of sakes tao. Import duty and zales tax an
petral operated CBUSSED Jeep and Pickup has been reduced from &0
percant and 20 percent 1o 20 parcent and 10 percentl respactively

Import duty and sales tax on CBU auto-nickshaw and three wheeled vehicle
have been rised to 50 percent ‘and 20 percent respectively, while a 20
percent impart duty has been imposed on the same when imparted in CED
~condition withoul engine. Enginges of these vehicles over 125 coe. have baan
subjected to B0 percent import duty and Z0 percent sales tax

Impart duty on main cénnecting bearings of marine digsel enginas and ferry
boats used in crossing rivers have been reduced from 100 percent and 20
percent 10 20 parcent ard 10 parcentl respectivaly.

Jmport duty on unrefined POL has been Increased from Tk, 1,000.00 to
Tk.1,300.00 ‘par metric ton

Import duty on micro-compaters (including imports: under Baggage Rules)

has been reduced from 20 percent to 10 percent, while that on parts and
components of computers when Imported for local assembly  has  been

exemptad.

Irport duty on different laooratony and scientific instruments: has Deen

reduced to 20 parcent. Duty on graph paper has bean reduced from 100 percent 19
30 percant with total exemption of sales fax,

fmport duties on ultra-sound and ECG gell have been reduced 1o the unified

rata of 10 percent with total exemption of sates tax. Import duty on shadowless
operation lamp has been fully exempted. Sales tax on Dentists’ chair has been
reduced to 10 parcent.

import duties on moulds and dyes have bean reduced ta the unified rate of 20

percent with total exemption of sales tax.
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Import duties cn metalic parts of Audio and Video Casettes for local assembly
and pars of doorocks have baan reduced from 160 parcent each to 50 parcant
and 100 percent respectivaly,

Irmport duty on ball point pen and ball point pen ink {8 raw matarial of Ball
Paint Pen} have been reduced from 50 percent and 100 percent to 20 percent and
50 percent respectively. while that on acqurium fish fram 150 percent to 50
percent.

Refund of import duty in axcess of 20 percent togethar with the whole of
sales tax has been proposed to be allowed on raw materigls and components
used in the manufacture of electric transformer, capacitor and train lighting
control instruments, as per rules 1o be framaed.

Import duty on heating slement and vamighes including insulating varnish
hes been reduced from 150 percent and 100 percent to 100 percent and 60
percent respectively. Sales tax on transformer oil has been fully exempted,

Existing tanff values of some itams like palm o, 2ovaban oll, coconut oil, salt,
corrugated tin, etc. have besn proposed to be refixed, while those for some new
iterms like synthetic resin, fenclic moulding compound, B.P. Sheet, snamel fret,
three tvpes of tyre and tubes are 1o be fised making them consistant with the
imternatwonal market price.

Development surcharge on CRF valua of dutable goods has bean increased
from 5 percent to 6 percent,

Arendrment of the prosvasions of saction 178 of the Customs &ct has baen
proposed 1o suit changing circumstances.

Excise Duty

I

i

i}

Excize duty & 5 percent ad valoram has bean imposed an butter and refractony

bricks,

Excise duty @ 10 percent ad valorem has been leveid on fittings and fixtures

macde af alluminium. sewing machines, creams and pohshes for footwear and
crockeries snd cutleries made of stainkezs stesl

Lewvy of excize duty has been proposed an the services rendered by dockyara

and shipyards by withdrawing the existing 2 percant Tumover Tax, Excise duty at -
varying rates has been imposed on passanger launches (based on seating capacity),
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spead boats, cargo vessels, barges, dumb barges, fugs, ferry boats, fishing boats
and inspection vessels designed and built 1o gly in inland waters as well as on cargo
vessels, ‘barges.tugs, lankers and trawders designed and built to ply in coastal
wiaters,

Excize dury of Tk 1000.00 per métric ton has been proposed on localky
produced crude petroleum,

Excise duty on tea has been increasad trom Tk, 5.00 per kg. o Tk 7.60 per kg.

Existing rates of excise duty on pold and products thereof, electric fans,
country made alcoholic liguor, and rectified spirits, lower brand cigareties and hins
have been mcreased, while icence fees on country made and foresgn Bguor shops
togathar with tha mates of permit fees for Boguor have been rationalised and
enhanced, Excise duty on locally manufactured storage batteries and mechanical
lighters have been reduced, The tanff value of sugar has been increasedirom
Tk.1,700.00 to Tk 1.900.00 per hundred kg.

Excise duty @@ 100 percent has been imposed on Cinama tickets of over
Tk 2.00 bt not excesding Tk, 250 and 125 parcent on those exceading Tk 2.50.
The existing capacity tax has been discontinued

Excise duty has baen imposed & Tk 2.00 crores for every filing machine of
bevarage mdustry siuated in Dhaka Oivision. Tk 160 crores for thosa in
Chittagong Division and Tk, 1.20 crores for those in Khulna and Rajshahi Divisions,

Regulatory excise duty (@ 10 percent on clgareties and @ & parcent on the
services rendered by hotels and restaurants havebeen impozed

Price of natural gas supplied for commercialindustral use including genamaton
of electricity and production of fertilizer as well a3 1o the seasonal and domestic
{nor-metered] users has been increased by 15 percent.

Direct Taxes

I

it}

Tax on any income of an assesses othar than campany undar tha head ‘Income
from Cither Sources’ for the assesament year 19858-88 would continue to be
assessed at the rate of 20 percent without any question being asked. A lower rate of
10 percant would be applied if 80 percent of the income declared |s investad in
specified mdusties within twa. years.

Proposal has baen mada for making amendments in the Incomea Tax Ordinance
requinng 1ax clearance certificates for transfer of any land in municipal areas as also
for non-agricutiural land valied over Tk. 1.00 &kh oulside municipal areds. The
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requirement of tax clearance certificate for transfer of immovable property except
agricultural land valued nol axceading Tk, 1.00 lakh has baan withdrawn

The maximum cailng of deductble Investment allowanca for an assessee
other than Company has been fixed at Tk, 1.00 lakh in lieu of tha existing one-third
of total income.

Froposal has been made to confer sole autharity to the Matonal Board of
Revenua for approving the companies, invastment in whosa naw stocks and
shares would gualify for exemption as investrgenl aliowance, instead of the
exigting dual authority of the Controller of Capital Issies and the National Board of
Revanua.

Proposal has been made for incorporation of amendment in the Income Tax
Ordinance for lewy and colfection of surchange @ 10 percent of income lax payable
for the assessmeni year 1988-89

The existing income tax rebate an income or profits from export sales has alzo
been allowed on income derved from sale of locally manufactured machineny
equipment/finished goods 1o any agancy against its foreign exchange guota as well
as from supply of locally manufactured raw materials and other inputs throwgh
intand back-to-hack L.C. to export onented industries within the meaning of 'Export
Sales.’

In orger to chack tax avoidance by splitting Income, the existing provision for
not assessing ncome from assels in the hands of their owners, provided such
income is settled for a period exceeding 6 years or for ife-long and from which they
do nol derive any direct or Indirect benafit has bean withdrawn.

Proposal has been made to make provision for appesl 1o the National Board of
Ravenue by legalfincomea tax practitionars and others aganst orders of disgual-
ification made by Commissioners of Taxes,

Provizion has been made for advance deduction of tax in the cases of bills of
contractors, suppliers or persons rendenng sendces, 5 percent of the annua house
rant exceeding Tk 48,000.00 payable to the landlord by GovemmeantfSemi
Government organisations, 625 percent of the service chargas eamed by
exporters of manpower. b percent of commissions eamed by travel agenis,
shipping agents and remuneration exceeding Tk 36,000.00 a year paid to the film
aotorsfactressas and 3 percent of the prces of goods or property sold n public
aUction.
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X The limet of initial capital myvestrment for self assessement without any
guestions being asked has bean raised from Tk. 1.50 lakhs to Tk. 2.00 lakhs. In case
of Investment in small and cottage industries this kmit has been fixed at Tk 3.00
lakhs.

il In erder to check filing of bogus retumns by assessees in busmess or profassion
with the ulerior motives of capital transfers, the conditton of furnishing bank
certificate alongwith the returns submitied by new assessees has been imposed

Other Taxes

il With 3 visw 1o axpediting collection of wealth tax, proposal has been made to
impose & tima limit far completing wealth tax cases by suitably amending the law.

il Some discrelionany pawers have been given to the assessing officers for
axpediting assessment and collection of shop tax.

il Air Ticket Tax on international routes has been increased from Tk 100.00 to
Tk 150.00 per ticket,

L A newy tax called ‘Insurance Premium Tax' at the rate of 5 percent has been
imposed on the premium paid on general insurance policies.
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