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Agrahayan 9, 1398
Mowember 23, 1889

The Secretary,
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Finance Division,
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Hepublic of Bangladesh,
Dhaka.

Dwear Sir,

In terms of the provision contained in Article 40(2) of the Bangladesh Bank
Order, 1972, | have the honour to submit to the Government ol the FPeople's
Hepublic of Bangladesh the enclosed Annual Hupu;l and the Audited Accounts of
the Bank for the accounting year ended June 30, 1989,

Yours faiihfully,
5. B. Chaudhuri
GOVERNOR
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CHAPTER |

TRENDS IN THE ECONOMY OF BANGLADESH

14 The Bangladesh economy could sustain its growlh during 1988-83 despile
unprecedented natural calamities during the last two consecutive years. Tha
espacially notabla aspact ol the economy was 1s resilience in overcoming the crises
emanafting from the natural disasters, in achleving growth in the GDP and in reducing
the rate of inflation. This manifested the fact thal the ecanomy has acquired the
capadly to achieve growih by absorbing unexpected shocks.

1.2 Despite loo many odds faced by the economy during 1988-83, subsiantial
progress was achieved in monetary and macro financial management through the
impiementation of adjustment and stabilization programmes. Tha implameantation of a
three-year Structural Adjustment Facility (SAF) programme was successfully
completed during the year. The Governmanl quickly adopted some pragmatic
measures to bring about improvement in the overall supply sifuation. As a result, total
output of toodgrains increased from 164.61 lakh lons in the preceding year to 165,66
lakh tons in 1988-89 after recouping the expected losses in the agricultural sactor.
This included record production of 58.31 lakh tons of the Boro crop. Output of a
numbar of Industrial items including cotton yarm and cloth, chemical ferilizer, cemant,
steel, petroleumn products, natural gas and readymade garmenis increased during tha
year, lollowing arrangements for supply of necassary bank credit and adoption of
other supportive measures for rehabilitation of the industrial secior. Thus, the
apprehension of having a negative growth in the GDP in the face of axtensive losses
caused by the oods proved to be unreal and it was possible fo susiain the growth
rate in the GDP at 2.1 percent.

1.3 Total export eamings of the couniry increased by 11.1 percent fo
Tk. 4,116.10 crores during the year under reporl. Aemittances made by the
overseas Bangladeshi nationals also increased from § 737 million (Tk. 2,303.90
crores) In 1587-88 1o $ 771 million (Tk. 2,477.43 crores) in 1988-89. This helped in



raising the foreign exchange reserves (including reserves with the IMF) of. the
country lo a record level of § 1,161 million (Tk. 3,747.40 crores) al the end of
February, 1988, Foreign exchange resarves which stood at the level of § 913 million
{Tk, 2.945.40 crores) at the end of June, 1289 was § 57 million (Tk, 243.10 crores)
higher than the level at the end of June, 1988. Following further Eberalisation of the
import policy, tolal import payments increased by § 389 million (Tk. 1,519.10 crores)
over the level of the preceding year to $ 3,375 million (Tk. 10,847.70 croras) during
thi year under report, A record level of 29.41 lakh tons of foodgrains was released
from the Governmant slocks for public distribution during the year. Alongwith the
above supply augmeanialion measures, a pragmatic and cautious monetary policy was
pursued for maintaining the overall efiective demand-at an appropriate level. The
Government also showed ulmosl restrainis in is fiscal management by avoiding
laking recoursa 1o any deficit financing during the year. These supply and demand
managemeant measures had a salutary impact on the overall price siluation. The rate of
inflafion, which was recorded 1o be 11 4@ percend in the preceding year, decined to
8.0 percent during 1988-89.

1.4  Total production of toodgrains in the country increased by 0.64 percent to
165.66 lakh tons in 15BB-B9. Among other agrcultural crops, production of jute,
sugarcang, pukses, oil-seeds and tobacce recorded some increases duning the year,
However, az a resull of 1he colossal damages caused by the llcods, overall production
in the agricultural sector declined by 0.4 percent during 1986-89 as agains! the
increase of 0.7 percent during Ihe preceding year. The rale of growth in the industrial
sector increased by 1.4 parcentage poinis to 5.4 percenl during the year under
report. Growth rate in the ‘power and gas' sector decelerated by 3.5 percentage
points 10 14.4 percent, while a higher growth rate of 11.4 percenl, compared o 9.9
percent in the praceding year, was recorded in the 'construction’ seclor during
1988-85. The combined growth rate of other sectors declined from 5.1 parcent in the
preceding year to 3.5 percenl in 1988-89.

1.5 Some new steps aimad al generation of effective demand and augmeniation
of supplies were laken during the vear, keeping in force the reformative measures
already introduced inoverall economic managemeant. These helped i maintaining
soma balance among dilterent sectors of the economy, Total domestic credit

@ source: Bangladesh Buresu of Sinlisbcs.



expanded by 13.1 percent during the year under repont which was lower as comparad
o 14,2 percent projected for the year and 13.4 percenl recorded in the pracading
year. The rate of expansion in Broad Monay (Mg} declined from 18.3 percent in the
preceding year to 16.3 percent during 1988-83, This was, however, higher than 13.7
percen! praojected lor the yaar. The deceleration in the rate of #xpansion in Broad
Maoney together with an increase in the asset demand for money helped in containing
the rate of inflation during the year. Sustained effords for augmenting supply of
gssential commaodities including distribution of a record quantity (29.41 lakh tons) of
foodgrains from the Governmani stocks also played imporiant role in easing pressure
on the price leval, On the extemnal trade front, despile an Increase of 5 121 million
{Tk. 305.10 crores) in net inflow of capital, surplus in the ovarall balance o paymeanls
declined from $ 136 million (Tk. 425,90 crores) recorded In the preceding year 1o only
2 B million (TK. 17.60 crores) during 1988-89. This occurred due mainly 1o further
widening of the current account deficit by $ 251 million (Tk. 913,40 crores) fellowing a
substantial Increase of $ 389 milken (Tk. 1,518.10 crores) in import payments during
the year under repor. Despile prevalence of unfavourable circumstances, expor
eamings increased by 11.1 percent in Taka terms and by 8.0 parcent in Doliar terms
following the pursuance of a flexibie exchange rate policy and adoption of other
suppordive measures during the year. The Increase in expori earnings coupled with
higher remittances (§ 771 milion or Tk, 2,477 .43 crores) by the Bangladashi nationals
abroad helped the convertible foreign exchange reserves (including reserves wilh
the IMF) of the country to reach the record level of % 1,181 million (Th. 3,747.40
crores) at the end of February, 1585, The level of forelgn exchange reserves held by
the Bangladesh Bank stood higher at % 913 million (Tk. 254540 crores) at tha end of
June, 1989 as compared to § 856 milken (Tk. 2,696.30 crores) al tha end of June,
15B8. With a view to maintaining Bangladesh's intarmational competitiveness in tha
ight of developments in the workd exchange market, the exchange rate of Taka vis-a-
vis LS. Dollar was re-adjusted three times dunng the year. As a result, the Taka-Dallar
exchange rale depreciated by 2.43 percent to Tk. 32.27 per LS. Dollar as on June
30, 1989,

Structural Adjustmentl and Supportive Measures

1.6 The three-year adjusiment programme which was launched under (he
Structural Adjustment Facility (SAF) of the international Monetary Fund was
sucoessiully compléted during the year under report



1.7 With a view lo ensuring mobilisafion of domeslic resources al an acceleraled
rate and providing adequate finances lor developmenial actlvities, the national
budget tor 1988-88 envisaged an additional revenue collection of Tk. 603.10
crores. Total revenue receipts were estimated at Tk, 6,172.10 crores, showing a
revenua surplus of Tk 922.10 crores, Fiscal measures adoptad lor raising additional
revenue during the year included: (i) .enhancement of the existing rates of impon
dulies and sales tax in respect ol some selected commodities and impaosition of new
taxes in tha cazes of few olhars; (il) rallonalisation of the tasif vake of few lems and
determination of the same In respect of some new Hems; {iil) enhancement of the
development surcharge imposed on the C & F valug of dutiable goods from 5 percent
o 6 percent; (iv) enhancemant of the rales of excise duly on a number of kocally
manufaclurediassambled goods and imposition of the same on some new ilems; (v] a
15 percent increasa in the price of gas supplied to all sectors cther than thal for
meterad household consumption; (vi) imposifion of regulatory duty at the rate of 10
percent and 5 percent respectively on locally produced cigarelles and services
rendered by hotels and restauranis; (vil} imposition of 10 percent surcharge on tazes
payabie on income; (viii) provision for deduction of tax at source in respact of bills
payable 1o conlractors, supplers/persans rendering services, payment of house rent
io the landiords by the government’semi-government organisations, service chargas
of the exporters of manpower, commission eamed by lravel'shipping agents,
remuneration paid to film aclors actresses and proceeds from goods or property sokd
through public auctions; {Ix) enhancement of the akr licket tax from Tk, 100 10 Th: 150
on intermational routes; and (x) imposition of a new tax calied ‘Insurance Framium Tax’
al the rate of 5 percent on tha premium of general insurance policies. Besides, a
number of measures were taken for checking tax evasion and improving the
afliciency of {ax administration, Despite the above measures, révenue receipls lell
ghort by Tk, 349 52 crores due to a slowdown in the overall economic activities during
the post-fiood period. This coupled with an increase in expandilure on account of
tood subsidy and provisions tor the post-flood reliel and rehabilitation programme and
a decling in the net Inflow of foreign aid necessitated the Annual Developmani
Programmie 1o be pruned by Tk. 715.66 crores or 13.5 percent.

1.8 The objective of building up of a self-refiant economy through rapid
industrialisation, prolection of indigenous industries, acceleration of exporls and



reduction of dependence on imports was being pursued during the last lew years. A
number of measures were adopted in the budget for 1988-89 for suporiing
development and expansion of indigenous industries. The rales of import duly and
sales tax on different raw matenals and inermediale products used by steel and
angineering indusiries were reduced substantially. In addifion to extensive incentives
allowed in the budgel for 1586-87 for expansion of taxtla indusiry (or achigvemant of
sell-sufficiency in lextiles, substantial reduction was made in the impor dutias on a
number ol specific raw materials and spares used by this industry, wilth iotal
exemplion of sakes lax in cerain cases. In order 1o facililate expansion and prolection
of the chamical industry, impor duty and sales 1ax on vanous raw matarials usad by it
were reduced/readjusted. For suppering local production of industrial commodities,
the rates of import duty and sales tax on rubber ball and beliing used In different
industries, matallic parts of audio and video cassettes, raw materials of ballpaint pen,
and raw matarials and componenis used for manufacture of electrical goods wera
readjusted, In order to bring about improvermeant in the qualltative standards of vanous
Industrial commeodities produced in the country, the rales of impoen duly on gualily
moulds and dies were totally exempted from sakas fax. With a view to facilitating
expansion of science and fechnology, development ol education and scientific
research and easy availability of medical requisites, the rates of import duty and sales
tax on various materials and equipmenis used in these sectors, including
computars/microcomputers, were also readjusted,

14 With a view to accelarating the pace of industrialisation through infroduction
of easy and expeditious approval and implemeniation procedures for industrial
projects, a ‘Board of Investment' was constituted on Jdanuary 1, 1989 with the
Honourable Prasident as its Chairman by abolishing a number of organisations and
commilleasisub-commiliees which were hitherto related to the indusirialisation
process. The Board of Invesiment has been vested, as a single autharity, with all
powars for providing various facilities 1o the industrial project, such as,
recommeandation lor sanclion of loans, exiension of import facilities, approval lor
appointment of foreign experts, parmission for issuance ol share capital, granting of
permission for payment of royally and technical tees, approval of terms and conditions
for foreign loans, making arrangemeant lor necessary infrastruciural tacilities, ste. With
the establishment of the Board of Invastment, the entrepreneurs would ba able o



gel all faciities and assistance relating to setting up of industrial projects from a singla
centre. As a result, implementation of industrial projecis would be much easier and
quicker,

1.10  The policy of expansion and strengthening of Ihe private sector industry as
for building up a strong economic base continuad during the year under repor.
Some important measures were taken during the year for boosting up investiments in
the privale seclor. In order o encourage channalizalion ol resources from
unproductive sectors 1o productive industrial investments, the opporfunity allowed
earlier in respect of income of any size from ‘olher sources’ declared by an assessee,
olher than a company, for assessment without any accountability about the source on
payment of incoma tax at the rate of 20 parcent was also kept in force during the year
under report. In addition, an extra opportunity for payment of tax at the rate of 10
percent instead of 20 percent was allowed. provided S0 percent of [he declared
income would be invested in selected industrial sectors wilhin two years from July 1,
19848. In a bid 1o ancourage inflow of fereign privale invesiments, the requiremen in
the Industrial policy of 1986 for prior perméssion of the Government for selting up
joint-ventura industrial projects was abolished, provided such projects wera nol
included in the "Discouraged List, the share of foreign eguity would not exceed 48
percent and total invastment would not be more than Tk, 10 crores. However, such
projects would need 1o be registersd with the Board of Investiment. Subject to
fullilment of the above dmditlnns, financial instifuliang would be free 1o axtend loans
lo such joint-venlure industrial projects according 1o their abliity. Thie lax-holiday
peariod lor established industries was extended further, while facilities in respect of re-
investment of profits for setling up new Indusiries or expansion of the existing units,
or for repatriation of the same were enhanced during the year. There will be no
discrimination between public and private seclors in providing financial or
infrastructural facilities for setting up of similar industrial projects. For providing
prodection to the newly established industries, customs duly at high rates ware
imposed on the Impon of goods similar o those being produced by them. For
nnchuraglng entreprenaurs 10 underlake BMRE programme for the sick industrial
units, the relevanl investments were allowed the facility of lax-holiday. Tha
Bangladesh Bank adopted some realistic measures in the field of industrial finance
during the year under review. Developmant financial instilutions/commersial banks



were advised nof to ask for any additional collateral security from the enfreprensurs
for extansion of long term industria! project loans as also for sanclion of working
capital loans against pledge of goods. The developmant financial institutions would
be required to make arrangements with tho commaercial banks for ensuring supply of
working capital for the projects approved by them. The Bangiadesh Bank has also
formulated detailed secioral norms for supply of working capial loans in respect of as
many as 20 indusiries,

1.11  As a positive outcoma of the various facilities and opportunities made
available to the private secior indusiries, total investiment sanctioned and registerad
in this seclor showed a substantial increase during the year under reporl. A total ol
3,557 industral unils involving a tolal investment: outlay of Tk 1,631.97 crores wera
sanctionad and registered during 1988-89. This comparad with 3,049 indusirial unils
involving a total investment outlay of Tk 863.01 crores sanclioned and registerad
during the precading year.

112 The wide range of laciities and opportunities lor encouraging development
and expansion of smail and collage indusires in the counlry were also continued
during the year under report. Considenng tha brighl prospacts for electrenics for
development as a coltage industry in the country, the earler provisions for applying
reduced rate of Import duly on necessary companants usaed by this industry and
concessionary rate of excise duly on the products of this industry werg Kept
unchanged during the year, Besides, under the arrangement for sell-assessment of
income taxes. the ceiling for initial capital investment in the small and collage
industries was lixed at Tk, 3 lakhs during the year, A small industries bank named
"Bank of Small Industries and Commerce, Bangladesh Limited' which was sal up o
specially cater to the credil reguiremanis of small and cottage industries stared s
lormal operations from January 21, 1989,

1.13  Along with the efforts for expansion of the private seclor, elforts were also
made lor effecting improevement In the management and efliclency ol the public
secior. With a view 1o improving the operational efficiency of the public sector
commercial enterprises, a Coundll Commitiee on Autonomous Bodies was sel up
during the year. The Executive Committee of the Council will exercise the supondsory



responsibility and conirol over the day-lo-day operations of these anerprizas on
bebalf of the Govammenl.

1.14 A number of Imporan steps were laken lor supporiing devalopment and
expansion of expor Irade during 1988-89. These, inter alia, included: (i) transforma-
tion of the "Export Credit Monitoring Committee”, sel up under the Chairmanship of
the Governor, Bangladesh Bank, inlo a permanent committee; (i) adoption of a 4-year
'‘Crazsh Programme' for developmeant and expansion of four non-traditional products,
viz, loys, luggage and fashion aricles, electronic items - and leather goods, {il) provi-
sion for issuing ‘Bid Bonds® by commercial banks in favour of the suppliers of locally
manufactured sngineenng goods considaring the same as ‘deemad exporis’; (iv)
incorporation of some new commodities under the XPB Scheme and
enhancement/restructuring of the rates of XPB entitlement in respect ol cerain
items; {v} provizion for payment of cash assistance at the rate of 15 perceant of the
F.0.B. value of exporls of hosiery goods and speciakised textiles; (vi) decision lor
refixation of the rates of Duly-Drawbacks on annual basis, inclusion of new
commodities under the fial rates and making necessary arrangemants for simplifying
and expediting the process of determining commodity-wise {lat rales in respect of the
‘deemed exporis’; [vii) permission for export of surpius molasses; (vill) allachment of
priority 1o the production ol 'geo texliles’; {ix) introduction of an integrated credit
programme for cullivation of shrimps and Trogs; and (x) adoplicn of measures for
improvement in the sizes and gualilative standard of exportable leather. Besides, as
an additional encouragement to expaort trade, the existing facility of income tax rebate
was aliowed 1o cover supply of locally produced raw materials and other accessones 10
the export-oriented industries agains! back-to-back L/Cs considering the same as
‘expon sales'.

1.15 In order to meal the demand tor industrial raw materials/spares as also the
raquirements of other essential consumer goods, the import policy for 1988-59 was
liberalised lurher, The freely importable list of items was expanded by excluding 103
itemns from the 'Restricted List” and 73 items from the ‘Conditional List.' To meel
increasad demand of the textile industries, arrangements were made for impen of raw
cofton without any restriction. To facilitale the setting up of new Industries or for
balancing, modernisation and replacement (BMR) of the existing ones, the celiing for



import of old/reconditioned machinery was raised from Th. 25 takhs to Tk. 35 fakhs
and thal for equipments/spare parts for industrial use from Tk. 5 lakhs fo Tk.10 lakhs
The existing requirement for oblaining approval of the Government for impert of raw
materials by industries in the privale saclor was withdrawn aven Il the value of
imporiable raw materials was 50 percenlt higher than the value of regquired raw
materials, With & view to making expor-import trade more dynamic to suit the
requirement of the times by making collection, comparison and analysis of irade
slalislics, standardisation of trade documents and exchange of frade informalion
more aasy, the Harmonised System of Nomenclature was introduced during the year
under repor.

1.16 Inorder lo make necassary recommendations fo ensure propar manageamani
and io improve efficiency of the nationalised banks, and especlally to create betler
envirgnment for smooth disbursement and recovery of loans, a high-level Task
Force' was set up under the Chairmanship of the Governor, Bangladesh Bank. The
terms of reference of the Task Force' were ! (i) 1o review the existing administrative
and arganisational structure of banks and identify the areas of weaknass; (i} fo
examine the exisling loan giving procedures of banks and recommend measures for
devising ways lor quick decision in sanclioning of loans; {iiil) lo examine and review
the unsalisfactory recovary situalion of bank loans: (Iv) 1o review the exisling system
ol appolniment and arrangements for training of officers and staff; (v) to review the
existing stale of discipline as also the union activities in banks; and (vi) to analyse the
causes for sanctioning ol loans wilthou! commercial coansiderations and In
contravention to the Governmeni instructions and 1o recommend measures o halp
cantain such tandency.

Monetary and Credit Situation

1.17 Efforls were continued 1o sustain the achievements made in the fiaid of
macra monelary management during the last few years, In order to ensure thal
production processes in [he agricultural as well as industrial seciors ara nol
hampered, some liberal credit measures were adopted during the post-flood penod.
Imporiant measures which were infroduced Intha flakd of agriculiural cradit, inter aka,
included: Extension of the disbursement period of loans for the transplanted Aman



crop, arrangamanl for providing fresh loans o the bormowers who received loans
earlier bul suffered losses due to floods, and re-scheduling of the repayment
instalmants together with extension of the time period for repayment of loans. In
addifion, a Taka-100 crore Land Morigage Loan Programme was launched for helping
the tarmers who were seriously affected by the cyclonic storms and fidal boras, A
spedial cradit programime was adopted for rehabiitation of the industrial units allected
by the lleods. The financing banks were given adequale aulonomy In determining
the amount and ferms and conditions for extending credil. For supporting continued
production in the Indusiral secior, banks were instructed o arrange supply of
additional working capital, subject to observance ol some usual norms. Besides, the
requiremenl for obtaining prior approval of the Bangladash Bank for sanction, rénewal
or rescheduling of fime-perod in respect of credit faciiifies for Tk, 3 crores and above
by the nationalised commergial banks and for Tk. 1 crore and above by other
commercial banks was withdrawn. Four new non-tradiional lems, namely, loys,
luggage and fashion articles, elactronic itams and leather goods were brought under
Ihe exisling concessional export credit facility with 7.0 percent rate of interas! per
annum. Refinance facility at 3.5 percent rate of interasl from the Bangladesh Bank
was also allowed In such cases. Banks were allowed mora discretion in providing
finance for industrial projeécis under the Industrial Policy of 1988, with further
simplilication of the lerms and conditions, The enhancement of the rates ol cash
reserve and lguid assel requirement ol deposil money banks during the previous
year together with the measures for [fberalisation of credit managemianl laken during
Ihe year under report had a paricularly lavourable influence. in solving the excess
licpuidiity protdem of the banks which was created during the preceding years.

1.18  Inorder to reduce the burden of vanous types of debis of the farmers and lor
determining policy, making review and taking decision for protecting them from
possible loss of their landed property In the process ol reaisation of usurious loans
by the Money Lenders, Ihe Government farmad an eighteen member ‘Jafiya Rin
Shalishi Board', The scope of operation of the Board would be: (i) to review (he credil
preblems of small and marginal farmars and share-croppers; (il) 10 examing and rmview
the existing system and amoun! of non-instilutional agricultural loans; (i} 1o review
and take decision regarding the non-institutional interest rates including compound
raies of interest relating to agricultural credit; () to review, in phases, perlormances
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and proper implemeantation of activities of the 'Rin Shalishi Board'; (v} 10 review the
guestion of prevention or reduction of the lranster of land by small and marginal
larmars al the time of financial crisis: [vi) 1o review any other issues relating fo
agricultural and rural credit; and {vii) to take decision and initiate acticn retaling 1o all
the ciled measures. The "Rin ShaBshi Board' has also been farmed al the Upaziia
levels,

1.18  With a view to broadening the scope of the money markel ol the couniry,
'Indurstrial Promotion and Development Company ol Bangladesh Limited', a non-bank
financial institution which was sal up with the approval of the Bangladesh Bank, was
aliowed to paricipate In the Inler-bank Call Money Market during the year under
repart,

1.20 Asa resull of the measures adopted under the monetary, banking and credit
policies, iolal domestic credil during 1988-89 axpanded at a lower than projecled
rate. The rate of expansion In iotal domestic eradil during the year was 13.1 parcent
which was lower than the projected rale of 14.2 percent and the aclual rate of 13.4
percent during the preceding year, Credit to the Privale Seclor which expanded by,
as much as, 22.7 parcent was the main confributory factor for the expanszion in latal
domestic cradil during the year, Credit 1o the Public Seclor increased by 6.2 percent
while a substantial decling of 20.6 percen| occurred In credil 1o the Governman!
Sector during the year. The rale ol expansion in total liquidiy or Broad Money (M3] al
16.3 parcent during 1986-89 stood higher, compared o 13.7 percent prajectad for
the year, bul was wall below 18.3 percenl expansion recorded during the precading
yvear. Despite Bangladesh Bank’s policy for providing increased financial suppor 1o
economic activities in both private and public sectors, abstinance from laking
recourse 1o any deficit financing in overall fiscal operations of the Governmenl had a
posilive role In keeping the expansion of domestic credil and broad money within the
desired imils,

Price Situation

1.21  The rale of Inflation In the country decelerated during 1988-8% as compared
to that in the preceding year. In view of the colossal damages to crops caused by Iha



devasiating floods at the beginning of the year and subseguent cyclones and lidal
bores and disruptions in the transport system, a deterioration was apprehended in
the overall price situation. However, following adoplion of proper and limaly steps Dy
the Governmenlt for increasing the supply of essential consumer goods including
imporation and distribution of a record quantity of foodgrains, the rate of inflation
aclually decelerated during the year. A total of 29.41 lakh tons of foodgrains was
released trom the Government stocks during the year under repon lor distribution
through the Food lor Works Programme (FWP), Vulnerable Group Developmant
(VGD) Programme Including Test Raliel, Open Market Sales and Stalutory and Rural
Rationing systems which played a significant role in keeping the overall leval of prices
stabie. Basides, the expansion in kquidily did nol exen excess pressure on prices as
it remained close to the desired rate and fhe share of financial assets in lotal liquidity
increased durng the year, As a result, the rate of inflation, as measured by he twalva-
mcnth average of the consumer price indices tor middle income families in Dhaka city
prepared by the Bangladesh Bureau of Statistics, danoted an increasa of 8.0 percent
in 1588-83 as compared 10 11.4 percent during the preceding year. The increase in
prices during the year was more pronounced in the non-lood than in the lood ilems,
The sub-index for ‘non-lood” items recorded an average increase of 11.9 parcent,
while that for food” increased by an average of 5.7 percent dunng the year

Balance of Trade and Paymenis

1.22 The increasing trend in export eamings which had become manifest following
adoption of a package of measures for expansion and diversification of expons during
the last few years losi some of ts momentum dug 1o adverse crcumsiances during
1588-89, This resulted in widening of the frade gap by $ 294 milion (Tk.1,107.60
Ccrorgs) during the year. The increase in expor eamings declined from § 188 million
(Tk. B40.30 crares] in 1987-88 to § 95 million (Tk. 411.50 crores) during 1988-89. On
the other hand, import payments recorded an increase of $ 389 million (Tk.1,519.10
croras) during the year, As a result, the deficit in the trade balance increased from
% 1,800 million (Tk.5,624.00 crores) to $ 2,094 milion ([Tk.6,731.60 crores] in
19B8-88. A 151 percent increase in the impon price index against an increase of 3.4
percent only in the expor price index confributed to the increase in trade delicit and
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led to a deterioration in the lerms of trade. Export earnings would have bean higher if
the terms of rade had nol delenarated.

1.23  The main heads of import under which increased paymenis look place during
1988-89 were : Capital goods and other accessories (+ § 234 million or Tk 82880
crores), petroleum crude and pelroleum products (+ § 56 million or Tk 198.50
crores), ferilizers {(+ % 12 milion or Tk. 38.70 crores), cement (+ % 12 milkon or
Tk. 43.10 crores), sugar [+ $ 10 mullion or Th. 33.50 croras), chermicals (+F 10 million
of Tk. 48.40 crores) and raw cotton (+ 32 million or Th. 8.20 crores). In addition, import
paymenis in ‘other’ sectors increased by & 168 million or Tk, §22.80 crores, a
substantial portion of which may be deemed as paymenis for impors by the export-
oriented readymade garments industry. In terms of value, the growth rate in the impon
sactor deceleraled from 14.0 parcent in the praceding year 1o 13.0 percent during
the year under report. On the other hand, the growth rate in the expoi secior
decelerated from the previous years 18.6 percent to 8.0 percent in 1588-83,
However, the Increased contribution of non-traditional items, particularly of
readymade garmenis, in lolal expon earnings continued during the year. The-share of
non-traditional exports.in total export eamings increased from 65.1 parcant in the
preceding year fo 66.9 percani during 1988-89. Among the non-traditlonal items,
notable increases in eamnings were recorded by ferilizers, frozen food, leather and
feadymade garments. On the other hand, although the proporlionate share of
traditional lems {jute, jute goods and tea) in total export earnings declined somewhal,
the absolute level of their combined earnings increased by 5.5 percent as compared
1o the level recarded in the preceding year

1.24 Commitmenis of foreign aid 1o Bangladesh during 1988-83 amounted to
$ 1,865 million (Tk.5.994.09 crores). Total commitment of foreign aid since
independence fill the end of June, 1989 stood &l § 23,928 million (Tk.77,215.66
crores), of which $ 11,258 milllon (Tk_36,329.57 crores) or 47.0 percenl reprasantad
grants. Tofal disbursement of foreign aid during the above perlod stood at § 168,918
million (Tk.61,051.61 crores) which was 79.1 percent of the fotal commitments. Cne
of the major factors responsible for the shortfall in aid disbursemants was dearh of
supplemantary resources in local currency, Of the total disbursements made during
the year, $ 8,583 million (Thk. 30,924.34 crores) or 50.7 percant was accounted lor by
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Ioang, while the remaining $ 2,338 million (Tk.30,127 27 crores) represented granis,
Total outstanding external debt’ of Bangladesh as on June 30, 1989 siood at
F 5,480 milllon (Tk. 30,591.86 croras). The same had stood al % 8675 milion
(Tk.27,326.25 crores) as on June 30, 1988, Repayment of exiernal debt (principal
and intarast) during 1888-8% amounlad to $ 341 millkon (Tk_1,084.30 crores) or 26.6
percent of the country’s exporl earnings. This compared with debt repayment of
§ 289 miflien (Tk, 902.80 crores) or 24.4 percent of expor earnings during the
praceding year. There is nead for careful monitoning of the increasing dabl-service
liabilities.

1.25 The eflects of damages caused lo the economy by the devastaling natural
calamities during 1988-89 were also rafiecled in the country’s overall balance of
payments, Due mainly 1o widening of the export-impor gap, deficit in the corrent
actount balance widened by § 251 million (Tk.913.40 crores) duning the year. As a
result, the overall balance of payments of the country recorded a smaller surplus of
& 6 millkon (Th.1 760 crores) during 1888-89 as comgared 1o § 136 milfion (Tk.425.80
croreg) in 1987-88, despite an increase of $ 121 millon or Tk, 505,10 croras in the
net inflow of capital. A deterioration in the terms of irade due 1o higher rate of increasa
if the.impon prices than in the expor prices also contributed to the reduction of
surplus in tha overall balance But for the increased receipt of § 117 miilion
(Tk.488.10 crares) under commodty ad and praject ald including 'deferred food aid®
and a recelpl of § 57 milillon ( Tk 1B2 &0 croras) as loan lar purchase of alrerail, the
overdll balance would havie redorosd a daeficit instead of surplus dunng the year

Shori-lerm Prospects

128 Bangladesh will implement the Annual Development Programma for (ha
terminal year of the Third Five-Year Plan during 1989-80, The target for GOP growth in
the year has been set al 5.91 percant. Although growih could nol ba achieved al the
deslred rales due 1o recurrence of unprecedenled natural calamilies during the.last
two years, 8 number of measures which have already been laken for structural
adjustmeént programme are expecied to increaze mobilisation of resources and
Investments in the private and the public sectors and theréby accelerate the pace of
growth during 1989-00.

* Exchuding IMF and shan-term loans,
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CHAPTER NI

THE MAJOR SECTORS

Gross Domesiic Product

2.1 According fo the prefiméinary estimate of the Planning Commission, the Gross
Domestic Product (G.D.P.) of Bangladesh increased by 2.1 percent during 19838-89
as comparad 1o 3.0 percent during the previous year, Dug lo extensive damages ol
crops by the unprecedeniad devasiating floods at the very beginning aof the year,
production in the agricultural sector daclined by 0.4 percent during the year as
agains! the increase of 0.7 percent during the preceding year. Growth. rate in tha
industrial sector, however, increased from 4.0 percent in the preceding year 1o 5.4
percent during the year under repor. The ‘constructon sector also recorded a higher
growth rate of 11.4 percentl during 1988-8% as compared to 9.9 percent in the
precading year. On the other hand, the growth in the ‘power and gas' sector declined
marginally from 14.8 percent in the preceding year 1o 14 .4 percen| during the yaar
under raport. The combined growth rate for other seciors (aken logether declined 1o
3.5 percent during 1988-89 as compared (o 5.1 parcent in the praceding year.

PERCENTAGE GROWTH RATE OF G. D, P.

A
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Agricultural Seclor

2.2 Cutput of agricullural production declned by 0.4 percent dunng 1988-89 as
againsi the increase of 0.7 percent during 19&87-88, Oulput of Toodgrains slood al
165.66 lakh tons during 1988-89 which was 0.64 percent higher than 164.61 lakh
tons during 1987-88. Production of Aus declined by 4.6 percent to £8.56 lakh tons
dunng the year as compared 1o 29.83 lakh 1ons in 1987-88 due 10 damages of crops
by excessive rainfall during May, 1988 and subsequen! devastaling lloods. The
country's principal food crop Aman was mast sevarely affected by the fioods as a
result of which its production declined by 10.8 percent o 68.57 |akh tons during
1888-88. Production of Baro al 58.31 lakh tons during the year was 23.3 percant
higher as compared to 47.31 lakh fons in 1887-88. The significant incraase n
production of Boro during the year was afiributable to expansion ol its acreage undear
the post-flood Agricultural Rehabilitation Programme. Total produciion of rice al
155.44 Iakh lons during 1988-89 was 0.8 percent higher than the production of
154.13 lakh 1ons in 1887-88. Due to adversa wealhar conditions oulput of wheal
declined marginally by 2.5 parcent to 10.22 lakh tons during the year as compared 10
10.48 lakh fons in 1987-B8. Among oiher imporiant agricultural crops oulput of jule,
ollseeds, pulses and tobacco recorded some increase during the year,

Industrial Sector

2.3 The desired rate of growth in the industrial sector could not be achieved
during the year due 1o extensive damages caused by the floods. Industrial production
was paricularly hampered as production in & large number of industral units
discontinued due 1o accumulation of flocd waters; resumpfion of normal production in
a large number of industrial unils took a long time as their machinery were damaged |
and becama unusable. In some cases, stocks of raw malerals and manafaclured
goods were aiso damaged. The expor-import programmes also sulfered a sal-back
as a result of disruption in transport and communication by the floods, Mareover, the
demand for industrial goods also doclined 10 some axten| due 1o reduction in income
of the people in the rural areas on account of fioods. Despile the above adverse
conditions, rate of growth on the indusinal secter increased from 4.0 percent in the

" In metric ons.
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preceding year 1o 5.4 percent in 1988-89 following adoption of necessary steps for
restoration ol production programmes including rehabilitation of the affected
industrial units afler the floods.

2.4 Output of major induslrial goods showed an Increasing trend during 1988-85
The goods which recorded increases in owtpul during the year over thalr respective
levels In the preceding year ware: calion yarn (+4.8% to 10.74 crore pounds), collon
textiles (+5.5% 1o 7.08 crore yards), ﬁgar&ﬁes (+2.7% to 1,440.80 crora sticks),
chemical tertikzers {+4.3% lo 14.70 lakh tons), cement {+11.0% 1o 3.44 lakh lons),
steal {+13.55% 10 1.94 lakh 1ons), transport equipments (+21.6% 1o 38815 Mos),
pelrolaum products (+10.3% fo 10,48 lakh tons), natural gas (+5.8% 10 4,413 million
cubic metres) and malches (+8.0% to 1.49 crore gross boxes). On the other hand,
items recording declines in praduction wera |ute goods (- 6.7 1o 5.44 lakh tons),
paper (— 1.4% to 41.8 thousand tons), newsprint (= 12.0% to 44.00 thousand 1ons),
lea (—0.9% to 41.23 million kg.), sugar (- 38.2% to 1.10 lakh tons) and chemicals
[—4.5% to 21.00 thousand tons).

2.5 For rapid indusirialisation of the couniry, some new maasures were adopled
during the year in addition to continuation of varous incentives introduced earlier.
With a viaw to minimising the institutional complexities invelved in setting up industrial
projects, the Board of Investmeant was constiluted on January 1, 1989, All powers
relaling to sancticn of facilities necessary for sefling up of an industrial praject has
baen entrusled with the Invesiment Board. Besides arrangemenis for import of
requirad machinery and raw malerials and lor providing Infrastructural facilifies for an
approved industrial proact, the Board will also recommend for sanchion of credit by
financial institutions. With a view o providing pratection to domestic industries as well
as lor ingreasing their production, some re-adjustments were made in {he lax
proposals for 1988-89 budgel. In order 1o encourage foreign private investments in
the country, the various incentives and facilities were furlher widened and
strangthened, The regquirement of the Govemment approval lor selling up joint-
vanture industrial projects was waived by amending the Industrial Policy, 1988,
provided such projects are nol included in the Discouraged List, foreign eguity does
nol exceed 49 percent and the tofal invesiment cutlay s not more than Tk.10 crores,
Subject to fulfilment of the above conditions, financial institutions may provide credit



tacilities to the joint-venlure industrial projects according to Iheir ability. The tax-
holiday period for the established industrial projects were further extended. Facities
were enhanced in respect ol re-invesimant of profits for setling up of new industrias
or expansion of the existing ones, as also for repalriation.

2.6 In order to ensure necessary bank credil for the industrial sector, cerfain
measures were laken during the year undar report. It was made obligatory for tha
Developmant Financial Institutions [DF1s) 1o make arrangemants lor working capital
from the commarcial banks for the Industial projects Ainanced by them at the ime of
their approval. Banks were advised nol 10 ask for any additional collateral secunty for
ganctioning industrial term loans as well as for working capital il extended against
pledge ol goods. The requirement of oblaining prior permission from the Bangladesh
Bank for sanclioning loans of Tk, 3 crorés and above by the nationalised commarcial
banks and Tk. 1 ¢rore and above by the private commercial banks was withdrawn,
Banks were specially instructed 1o ensure supply of term loans and working capital to
the fiood affected industrial units lor rehabilitaticn and restoration of their production
programmes. Existing facilities for the export-oriented industries were further
sirengihened and streamlined during the year. With a view to increasing the expart of
finished/erust leather, arrangemenis wera made 1o provide credit uplo Tk. 2 crores for
the BMRE programme ol each of the 25 selected lannery units agains! 100 parcent
refinance facility from Ihe Bangladesh Bank

Public Sector Outlay

2.7 The Annual Developmenil Programme (ADP) for 198B-89 originally
envisaged a fotal public sector development outlay of Tk. 5,315.00 crores, Domestic
output of dutiable goods remained below the expected level as industrial units all
over the country sullered a sel-back in production of account of foads. Import ol
dutiable goods also lagged behind during the year due o depressed ellecliva
demand in the country. Allocations In the revised ADP, for 1988-83 had 1o be scaled
down by Tk, 719,66 crores or 13.5 percent 1o Tk. 4,585 crores as a result of shortfall
in revenue receipts from all kinds of laxes including cusiom duties. The ravised
aliocation was lower by Th.55.27 crores or 1.2 parcent than the revised outlay In the
preceding year's ADP. Of the iofal revised outlay for the year undar repor, the shares
of domastic resources and foreign aid were Tk, 401 34 crores or 8.7 percent and
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Thk.4,194.00 crores or 51.3 percent respectively, In the revised public seclor
davalopment oullay of the Annual Development Programme for the preceding year,
the shares of domesilc resources and foreign ald had stood at Tk, 278,00 crores or
6.0 percent and Tk, 4 371.61 crores or 94.0 percent respectively

28 The sectoral allocations in the revised ADP for 1088-89 were as lollows ;
Power Tk. 663.66 crores, Water Resources Tk, 661.82 crores, Transpon” Tk, 604,49
crores, Agriculture Tk. 383.36 crores, Industries T, 28610 crores, Education
and Religion Tk, 257.61 crores, Self-finance Schemes of Autonomous Bodies
Tk. 257.04 crores, Population Control and Family Planning Tk. 214.14 crores,
Upazilla Infrastructure and Assistance lor Upazilla Parishad Tk. 200.00 crores,
Physical Planning, Water Supply and Housing Tk. 179.43 crores, Gas and Matural
Resources Tk. 149.95 crores, Communications Tk, 127.73 crores, Technical
Aszistance Programme Tk.108.59 crores, Health Tk. 10299 crores and Flood
Prevention Project for Metropolitan Dhaka Tk, 100.00 crores. Allocations for other
sectors aggregated to Tk, 189.60 crores. Allocations for sectors direclly refaled with
rural development, such as, Agricutture, Flood Conlrol and Waler Resources, Upazilla
infrastructure, RAural Development and Instifutions, Population Control and Family
PFlanning, elc. together accounted for 34.2 percenl of the lofal developmeant outlay
lor the year. The combined alocations for-all these sactors had accounted for 33.8
percant in the revised budget for 1987-88.

investments In Privale Secior Industries

=8 A tolal of 3,587 industrial umits {small and medium) invalving a total
investment outlay of Tk, 1,631.91 crores including a foreign exchange component of
Tk. 628.96 crores were sancltioned and registered in the private sector during
1988-89, This compared wilth 381 indusinal units Involving 1otal invesimeants of
Tk. B899.22 crores including a loreign exchange component of Tk.393.64 crores
sanctioned and registered during the preceding year, The major indusiries
sanctioned and registered during 1988-89 Included. Enginearing Industries
(Tk,396.15 crores); Chemicals, Pharmaceuticals and Allied Indusiries (TK.117.86
crores); Textile Industries [Tk.456.03 crores); Agro-based Industries (Th.102.79
croras); Printing Publishing, Paper Converting and Packaging (Tk.107.91 crores),

" Excluding Railway.
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Food and Allied Products (Tk. 133 B6 crores); Service Indusirias (Tk.28.09 crores),
Tannery, Leather Goods and Rubber Products (Tk.55.58 crores); Glass, Ceramics
and other Non-metal Mineral Products (Tk.62.68 crores); Miscellaneous Industries
(Tk.11.45 crores); and Industries Mot Classified Elsewhere (Tk.159.51 crores).

Food Situation

2.10 The overall availabilty of foodgrains in the country remained satisfactory
during 1988-89 due lo increased domestic production and higher releases of
loodgrains from the Governmenl stocks. Total availability of foodgrains during the
year stood at 174.34 lakh lons as shown in Table 2.1, This was 4.91 lakh tons orz2.8
percent higher than 163.43 lakh fons in the preceding year. Taking population
incraase into account, the daily average per capita availability of foodgrains denoted
an increase of 0.75 gram or 0.2 percent from 435 45 grams in the preceding year 10
436.20 grams during 1988-B9.

TABLE 21

TOTAL AND DAILY AVERAGE PER CAPITA AVAILABILITY OF
FOODGRAINS |N BANGLADESH
{In fakh matric bans)

Sources of Availabity of Foodgrains 1987-88 1588-59
1. Met Domestic production

(After 109 Seed, Feed and Wastage) 148,15 149.09
{+0.54)
2. Total Ofi-1ake 25.03 29.41
(+17.50)
3. Intemal Procuremant 3.75 4.16
(+10.83)
4. Total Avalability (1+2-3) 189.43 174.34
(+2.90)
5. Total Population {In milkon) 106.60 109.50
1+2.72)
6. Daily Average Per Capita Availability (In gram) 435.45 43620
(+0.17)

kota: Figuasg in perenbeses indcate percentage changes aver thie yaasr
Sources - 41) Minising of Food. (2] Bangladesh Bureaws of Siegsiica.
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2,11  Despile a satistactory level of availability, prices of loodgrains showed some
liuctuations during 1988-89. An upward pressure was noticeable in tha prices of
loodgraing after December, 1988 as a resull of tha kess of crops and dismupiion in
transporation/distribution system on account ol floods. The average minimum relail
prica of coarsa rice increased from Tk. 865,00 par quindal al the end of June, 1988 to
Tk. B94.00 per quintal al the end of July, 1988, indicating 1.1 percent dacline owver
ihe level a year ago. Production of Aus as well 8s Aman crops sullered exlensiva
damages due 1o floods during the perod from and-August o mid-September, 1988,
On the olher hand, movement and processing of foodgrains ware hindered due fo
disruption of road transportation. As a result, the price of rice Increased considarably
and stood at Tk.926.00 per guintal by the end of September, 1988. Following
release of large quantities of foodgrains from Government stocks through the vanious
channels of public distribution in a bid to forestall the upward trend In prices and the
arrival of Aman crop in the market, the prices eased somewhal 1o Tk, 827,00 par
guintal by the end of November, 18988, The decling was, howaver, axiramely
shorlived. Due 1o reduced harvest of the Aman crop, the prices stared incraasing
atter Decamber, 1988 and gradually rose to Tk. 995.00 per quintal al the end ol
March, 1989, The marke! situation of loodgrains witnessed some deleroration al the
backdrop of severe drought in the nonthern areas and In lew other districts of the
country from end-March to April and the price rose further to the years peak-keval of
Tk. 1,015.00 per quintal at the end of Apnl, 1988, At this level, tha price was 13.5
percent higher than the year's lowest level recorded in July, 1988, However,
lallowing huge supplies of foodgrains by the Government under different distribution
channeis including Food for Works Programme, VGD/WGF programme and olher
priority sectors, the prices starled 1o ease and gradually came down 1o TK.887.00 per
quintal by the end of June, 1983, The average minimum relall price of coarse rice thus
denoted an increase of 3.7 percent during 1988-89 as against a decline of 0.6
percent during the preceding year.

2,12 In view of the extensive damages lo crops causad by the floods the annual
target for import of foodgrains during 1988-89 was revised upward from 18.50 lakh
lons 1o 26.00 lons, A tolal of 21.38 lakh tons of foodgrains (rice 062 lakh 1on-and
wheat 20.76 lakh tons) was imported during the year as compared lo 29.22 lakh tons
(rice 5.93 lakh tons and wheal 23.29 [akh 1ons) impored during 1987-88.
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2,13  Internal procurement of foodgrains increased 1o 4.16 lakh fons (rice 3.64 lakh
tons and wheat 0.52 takh ton) during 1988-82 rom 3.75 lakh lons (rice 2.88 lakh tons
and whaat 0.87 lakh ton) during the previous year.

2.14 The procuremen! prices of Aman paddy and rice were increased fo.
Tk. 562.80 and Tk 866.71 per quintal respectively on Novamber 15, 1988 from
Tk.536.00 and Tk.B25.44 per quintal respectively which wera fixed on Nowvember 13,

1987. The procurement price of wheat was increased o Tk.562.80 per quinlal on

March 15, 1989 from Tk.536.00 per quintal which was fixed on March 15, 1988,

Prices of IRRIBoro paddy and rice wers also enhanced to Tk. 562.80 and Tk. B66.71

per quintal respectively on April 20, 1989 from Tk. 536.00 and TK.825.44 per quinial
respeciively which were fixed on April 20, 1988,

215  Inorder o keep prices of loodgrains under condrol, the Government released
sufficient quantities of foodgrains in the market during 1988-89 lhrough differant
public distribution channels. A total of 29.41 lakh lons of loodgrains (rice 6.92 lakh
lons and wheat 22.49 lakh tons) was released from Governmeant stocks dunng the
year which included 6.11 lakh tons for the Food for Works Programme (FWF), 5.06
lakh tons for the Vulnerable Group Development (VGD) Programme, 4.23 lakh lons
lor Priority Sectors, 3.33 lakh tons for Moedified Rafioning System (MRS), 2.73 lakh
tonz tor Open Market Sale (OMS) and 2.03 lakh lons for the Statulory Ratiornang (SR)
sysiem. This was 17.5 percenl higher than 25.03 lakh tons {nce 4.68 lakh tons and
wheal 20.35 lakh tons) released during 1987-85.

2,16  Due to lower imporls and increased public distribution the stock of loodgrains
with the Government declined by 32.4 percent lo 10.12 lakh lons al the end of Jung,

1289, This comparad with 14 .98 lakh lons at ihe end of Juna, 1988,

Price Situation

217 The ﬁvarall price sitliation in the country depicted some improvement during
1988-89. This was reflectad in the Consumer Price Indices (1973-74=100) for middie
incgime families in Dhaka city as prepared by the Bangladesh Bureau of Statistics, The
welve-month average of the consumer price indices for middle income families in
DChaka city, which is often used as a measure of price-inflation in the country, denoted
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~a smaller increase of 8.0 percent during 1988-89 as compared 1o 11.4 percent in the
- preceding year. The increase in prices during the year was more pronounced in non-
lood' items than in 'food’ items. The sub-index for Tood' recorded an average -
Increase ol 5.7 parcent, whilg that for "non-food” items increased by an average of
118 percent during the year, As against this, the sub-index for food' recorded an
m increase of 10.8 percent and that for ' non-food items by 12.5 percent during
Wﬁ?ﬁ mmammmmmwmm Dhaka districl
recorded an increase of 5.7 percent during 1988-89 as compared to the increase of
7.9 percent during the previous year.

Wages

218 The index of wages for different calegories ol labourers in the country
increased slightly during 1988-89, The average of the ‘general’ index {1969-70=100)
of wages, as compiled by the Bangladesh Bureau of Stalistics, increase from 1200.61
in 1937-88 1o 1,288.32 in 1988-89 indicating an increase of 7.3 percent over the
year, The following sub-indices for wages, namely "Manuiacturing” increased by B.6
percent (from 1,218.93 to 1,325.02), "Construction” by 9.5 percent {from 1,326.38
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to 1452.10), "Agricultura® by 6.3 parcent (from 1.048.66 to 1,114.50} and
"Fisheries" by 3.0 percent (from 1,188.92 1o 1,224.97) during 1988-89.

Savings and Investmenis

2.1%  According to provisional estimates of the Planning Commission, gross
domestic savings al currenl prices declined by Tk. 1,314 crores to Tk. 1,424 crores
during 1988-89. As a resull the gross domestic savings as percemtage of the GDP
came down {rom 5.68 in the previous year to 2 67 during the year under report. Gross
investments &l current prices declined by Tk. 779 crores to Tk. 6,165 crores in
1988-85. The ralio of gross domestic investments to the GDP declined from 14.40
percent in the preceding year 10 11.57 percent during 1988-80.
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CHAPTER I

MONEY AND BANKING

3:3 Money supply (both My and Mz) increased at a lower rate during 1988-8% as
compared io the pravious year. Narrow Monay (M1) expanded by Tk.413.00 crores or
B.2 percent fo Tk. 5,460.70 crores during the year. This compared with the
gxpansion of 16.0 percent during the preceding year. Similarly, Broad Money (Mg}
expanded by Tk, 2,670.10 crores or 16.3 percent to Tk, 19.078.10 crores during
1988-85 which was higher than the programmed expansion rate of 13.7 percent, but
lower than the expansion rate of 18.3 percent recorded during the preceding year

3.2 The rate of growth in reserve money*decelerated substantially during the
year under report. Reserve Money increased by 8.1 percenl to Tk.5 488.80 croras
during the year as compared to the increase of 352 parcenl In 1987-88, The mongy
multipliar which had decreased by 0.5 in the preceding year increased by 0.3 to 3.5
during 1988-89. The decline in currency/deposit ratio from 017 to 0,16 and
decaeleration in the rate of growth in excess reserves (from 4.0 percent to 2.0 parcant)
contributed to the rise in money muliplier during the year. As a result, Broad Money
expanded at a much higher rale than that of the reserve money during the year undar
report.

3.3 The rate of growth in domastic credil decelerated somewhat during 1588-89,
Total domestic credil expanded by 13.1 percent to Tk.19,718 80 crores during the
year which was lower as compared 1o the programmed expansian of 14.2 percent for
the year and actual expansion of 13.4 percant in the precading year.

Resitrar Monay = Cur autside banks + Diepasit monay banks' depaalis with tha Bangladesh Bank
{including balances in the Wage Esmers’ Claanng Acsounts) + Cash in lills af the depasit money banks 4
Deposits of athar financial institubans with the Bangladash Bank,
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MONEY SUPPLY (Mg)

3.4  Of the components of money supply (M), currency outside banks went up
by Thk. 200.60 crores or B.3 percenl lo Tk. 2,615.60 crores during 1988-89, while
demand deposits increased by Tk. 212.40 crores or 8.1 percent 1o Tk. 2,845.10
crores, The quarterly movements ol money supply and its components during
1988-89 are shown in Table 3.1.

TABLE 3.1
MOMEY SUPPLY (My)

(Taka In crones)
s on Outside Doposits® Soppiyy) | ety T
Bank Dacroasm:}
Juna 30, 1968 2.415.00 2,632.70 5,047.70 -
Seplomber 30, 1988 262560 2.340.70 4,968.30 - 8140
December 31, 1988 2628.20 2,788.30 5.318.50 +350.20
March 31, 1888 2,653.10 2,414.00 5,067.90 —248.60
Juna 30, 1968 251560 2.845.10 5.460.70 +392 80
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Causative Factors of the Change in Money Supply

3.5 An analysis of the causative faclors of the change in money supply (My)
reveals that the factors responsible for expansion of Tk 413.00 croras in moanay
supply during 15BB-89 were: increases of cradit 1o the private sector [+ Tk, 246340
crores) as wefl as to the public sector (+Tk.274.00 crores), surplus in the loreign
seclor [nel) (+Tk. 205.90 crores) and increase in other assets (net) (+Tk.173.90
crores). These lactors exerled an expansionary impact of Tk, 3,117 .20 crores which
was largaly ofiset by the combined contractionary influences ol accruals in time
deposits (~Tk. 2,257.10 crores) and decrease innelcredit lothe Governmeant
(=TK. 447.10 crores). The causative factors of the changes in monay supply are
ghown in Table 3.2,
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TABLE 3.2

CAUSATIVE FACTORS OF THE CHANGE IN MONEY SUPPLY

{Taka in crores)
Particulars As on As on Changes
30.6.89 30.6.88
1, Currency Outside Banks 2,615.60 2 .415.00 + 200.80
2. Demand Deposits® 2.845.10 2,632.70 + 212.40
Total Money Supply : 5,460.70 5,047.70 + 413.00
CAUSIIVE FACTORS:
Expansion {4
Contraction (-}
1. Govermnment Sector (including Pubiic) -173.10
i} Govearnment {Met) - 44710
i) Public Sector + 274.00
2. Private Sector + 2,463.40
3. Time Depaskls (Increase - - 225710
4. Foreign Sactor (Net) + 20580
5. Other Assets (Net) + 173,90
Total: + 413.00

" Including daposits of non-schaduled banks with e Bangladash Bank,

BROAD MONEY (Mg}

as Broad Money (M2) increased by 16.3 percent 1o Tk, 19,078.10 crores dunng
1988-89 as compared to the increase of 18.3 percenl in the preceding year. Of the
components of Broad Monay, time deposils rose by 19.5 percent, damand deposils
by 8.1 percent and currancy oulsida banks by 8.3 parcent in 1988-88 as comparad 10
the increases of 19.4 parcent, 157 percant and 16.4 parcent respectiviely in the
preceding vear. The percentage shares of lime deposiis, demand deposils and
currancy outside banks in Broad Money stood at 71.4, 14.9 and 13.7 respectively al
Ihe end ol June, 13859 as compared to 63.2, 16.1 and 14.7 respectively al the end of
the preceding year. Tha increase in the share of time depesits in Broad Money (Mo}
during tha year is indicative of an increase in the assel demand for monay which
helped in containing of the inflation rate. The changes in Broad Money (M2} as also its
different components during 1987-88 and 1988-89 are shown in Table 3.3,
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TABLE 3.3
BROAD MONEY (M)

(Taka in crores)
June, 1987 | June, 1988 June, 1989| % changes
Particulars
1987-88 |1988-89
1. Currency Out-
side Banks 2,07560 241500 261560 +16.4 +83

2. Demand Deposits® 2,276.00 2.632.70 284510 +15.7 + 8.1

3. Time Deposits”  9,513.20 1136030 1361740 +19.4 +19.9
Total : 13,864.80 16,408.00 19,078.10 +1B.3  +16.3

* Excludes Governmant depos#s with banks and inter-bank items, but includes non-schaduled banks'
‘deposits with he Bangladesh Bank,




Reserve Maoney

3.7 Reserve money increased by Tk, 411,30 crores or B.13 percent during
1988-89 as compared to the increase ol Tk. 1,315.70 crores ar 35.2 percent in the
preceding year. All the components contributed 1o the growth of reserve mongy
during the year under repor. Currency outside banks increased by Tk, 200.60 crores
or 8.31 percent as compared 1o the increase of Tk, 339.40 crores or 16.4 percent in
the preceding year. A surplus in the country’s foraign seclor and increased refinance
to the deposit monay banks by the Bangladesh Bank led to the expansion of
currency oulside banks. Deposit monaey banks' balances with the Bangladesh Bank
increased by Tk, 180.50 crores or B.06 percent as compared lo the incraase of
Tk. 935,30 crores or 71,7 percent in the preceding year. Cash-in-tills of (he deposit
money banks increased by Tk. 30.20 crores or 7.51 percent during the year as
comparad 1o the increase of Tk 41.00 crores or 11.4 percent in the previous year. A
comparative stalement of the components of reserve money and its sources is given
in Table 3.4,

TABLE 3.4

GROWTH OF THE COMPONENTS OF RESERVE MONEY
AND ITS SOURCES

{Taka in croraz)
Yearly change: Increase (+) Decrease ()
Particulars
1988-88 | 1987-88
Componenis of Reserve Money +411.30 +1,315.70
{+8.13) {+35.2)
1. Currency Oulside Banks +200.60 + 33540
{+8.31) (+16.4)
2. Deposils of the Deposils Money
Banks with the Bangladesh Bank® +1B0.50 + 83530
{+ B.06) (+71.7)
3. Cash-n-Tills of the
Deposits Monay Banks +30.20 +41.00
{+7.51) (+11.4)

4, Deposits of Other Financial Instilu-
tions with the Bangladesh Bank {0} (0)

* ncludng balancss in ke Wage Eamor's Claanng Aocouni
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[Taka m cromas)

Yearly change: Increasa (+) Decrease (—)

Particulars
1588-B9 19a7-88
Sources of Reserve Money
1. Bangladesh Bank's claims on Account of:
{a) Met Credil 1o Governmient - 250,00 + 281.60
(=20.23) {+10.3)
{b) Credit 1o Deposit Money Banks +568.20 + 418.50
[+22.12) 1+ 19.8)
(£) Credit to Other Financial Instilulions + 1.E0 + 189.80
[+ 0.17) {+2.3)
2. Foreign Assals (MNel) +138.40 +611.10
{+43.55) (+B800.0)
3. Other Asgets (MNet) — 46.90 - 1630
(-1421.2) = 1.4}

Mote ! Figures in the parenthesas indical porcentago changos
Income-Velocily of Money

3.8

from 2.94 in 1987-B8 as shown in Table 3.5,

TABLE 3.5

INCOME-VYELOCITY OF MONEY

The income-velocily of money (GDP +Mg) during 1988-85 declined to 2.78

{Taka n croras)

Year/Pariculars GODF at market Broad Income-velocity of
Prices® Maoney (M) Monay (Col. 2+3)
1 2 a 4
1987-88 48,220 16,408.00 2.94
1288-89 52 987 19,087.10 2.78

Acording 1o provesanal estimales of the Planning Commissan
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Domeastle Cradit

39 Tolal domestic cradil increased by Tk. 2,280.30 crores or 13.1 percent to
Tk. 18,718.80 crores during 1888-89 as compared to the increase of 13.48 percent
in the praceding year. The increase was due entirely 1o the expansion of Tk.2,463.40
crores (22.61%) and Th. 274.00 crores (6.28%) in credit to the privale and public
sectors respectively, This was, however, neutralised 1o some axtant by the decline of
Tk, 447.10 crores (—-20.6%) in credil 1o the government sector. Expansion of credit [o
the private and public sectors had stood at 21.56 percenl and 4.76 percen
raspectively, while credil to the Government sector had declined by 3.13 percent in
the preceding year.

Bank Credit

3.10 The outstanding level ol bank credil (excluding inter-bank items) of the
deposit money baks increased by Tk 2.557.00 crores or 18.48 percent dunng
1888-88 as compared 1o the increase ol Tk, 2,114,230 crorgs or 1B.0 percant in the
precoding year, Of the components of bank creddt, advances increased by
Tk. 2,549 00 crores or 19.07 percent, while bills purchased and discounted rose by
Tk. 8.00 crores or 1,71 percent during the year. The quarterly moveman of bank
cradil is shown in Table 3.6

TABLE 3.6
BAMK CREDIT

{ Tewa I crones)
Advances Hills as

Az on Advances Bills Total as % of Total| 9% ol

Cresdit Tatal
Credi

June 30,1988 13,369.00 489.00 13 ,838.00 956 3.4
September 30, 1988 13,560.70 394,40 1385510 gr.2 2.8
December 31, 1988 14,540,740 E23.00 15084.80 95,5 3.5
March 31, 1989 14,760.30 534,90 15,295.20 96.5 3.5
June 30, 1989 1591810 47700 1639510 g97.1 2.4

A = Agvised.
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Bank Dapaosits
3.11 Bank deposits (excluding inter-bank items and Governmeni deposits)

registerad an increase of Tk, 2,467.40 crores or 1?,Epumnlmmg1m-aﬂu




compared 1o the rise of Tk. 2,175.40 crores or 18.4 percent in ihe preceding year.
Of this, demand deposils increased by Tk. 212.40 crores or B.1 percent 1o
Tk. 2,845.10 crores, while time deposiis expanded by Tk. 2,257.10 crores or 18.9
percent to Tk, 13,817.40 crores. The quarterly movement of bank depasils is shown
in Table 3.7,

TABLE 3.7

BANK DEPOSITS'
{Taka in crores)

Demand | Time Depo-
Deposils | sits a5 %ol

As on Demand | Time Tolal as % of Tatal Depo-

Deposits*| Deposits |Deposiis™ | Total sits
Deposis

Juna 30, 1988 2,632.70 1136030 13.996.50 18.8 81.2

Seplember

30, 1888 2,340,700 1158530 1393150 16.8 83.2

December 31,

1988 2,788.30 12598550 15,385.80 18.1 814

March 31, 1983 241400 1292410 15,339.20 165.7 84.3

June 30, 1988 284510 13,817.40 16,4863.90 173 8a.7

*  Exchides Govarnmeant deposits willi banks and mbar-bank ilems.
" Including restrickod daposits,

Rural and Urban Deposils and Advances

312 The share ol rural deposits in total deposits stood al 20.4 percent ai the end
of December, 1288 as compared to 19.6 percent &l the end ol December, 1987. The
share of rural advances in total banks advances remained unchanged at 23.1 percent
al the end of Decembear, 1988, In absolula terms, rural advances and deposits
amounted to Tk. 3,513.12 crores and Tk. 3,494.61 crores respaeclively al the end of
December, 1988 as compared 1o Tk. 2984 10 croras and Tk, 2,880.74 crores af tha
end ol the cerresponding period last year. The percentage distribufion of bank
deposits and advances in rural and urban areas for the last few years is shown in Table
3.8,
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TABLE 3.8

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

Advances % Deposits %
Az on

Rural Urban Rural Urban
June 30, 1685 28.5 135 17.3 BT
June 30, 1986 26.7 i R 15.1 80.9
June 30, 1987 23.2 768 19.1 80.9
December 31, 1987 23.1 76.9 18.8 804
June 30, 1588 23.1 76.9 19.7 803
Decembear 31, 1288 23.1 76.9 20.4 79.6

Credit/Deposit Ratio

3.13  The credit/deposil ralio [excluding BKB, RAKLIB, B58 and BS8L) of the
deposil money banks which had stood at 0.75 at the end of June, 1888 remained
unchanged on Seplember 30, 1988, However, tha ralio decreased 1o 0.74 on
December 31, 1988, but increased to 0.76 on March 31, 1889, The ratio declined 1o
0.75 on Juna 30, 1989,

Borrowings of the Deposit Money Banks
from- the Bangladesh Bank

3.14  The deposil money banks' borrowings from the Bangladesh Bank increased
by Tk. 665.30 crores 1o Tk. 3,254 40 crores as on June 30, 1989 from the level of
Tk. 2,589.10 crores as on June 30, 1388,

Deposit Money Banks' Balances with the
Bangladesh Bank & Cash in their Tilis

3.15 The deposil money banks® balances with the Bangladesh Bank increased by
Tk. 164.90 croras lo Tk. 1,950.10 crores, while cash in their tills rose by Tk. 30.20
crores 10Tk, 432.50 crores during 1988-83.



Bank Rate

3.16 The Bank Rale remained unchanged al 10.75 percent per annum during
1988-89,

Interest Hates

34,17  Keeping in view the imporance of rational and careful use of interest rate as a
ool ler encouraging savings, controling inflation, slabiising commadily prices and
augmeniing mobilisation of domeslic resources, cerain adjustments were made in
the interest rates structure during 1988-89.

Cash Reserve Requirement and tha Liguld
Assal Requirement of the Bank

3.18 The Cash Reserve Requirement [CRR) and the Statutory Liguidity
Requiremant [SLR) of the scheduled banks remained unchanged at 10.0 parcent
and 25.0 percent respectively of their iotal deposit liabilities during tha year under
report. The Cash Reserve Requiremant of the Bangladesh Krishi Bank, the Rajshahi
Krishi Unnayan Bank and the Bangladesh Shilpa Bank remained unchanged al 5.0
percent and they also continued to be exempled from the requirement of maintaining
liquid azsels. The Cash Reserve Reguirement of the lzlamic Bank Bangladesh
Limited and the Al-Baraka Bank Limited also remained unchanged at 10.0 percent.
Follawing the enhancement of Cash Reserve Reguirements ol the scheduled banks
with the Bangladesh Bank from 5.0 percent 1o 10.0 percent of thair lotal deposit
liabilities trom October, 1587, arrangement was made lor payment of Interest at the
rate of 5.0 percent par annum by the Bangladesh Bank 1o the banks on the additional
5.0 percent of thefr cash resenve. This was, however, nol applicable in the cases of
two banks which operate on Islamic principbes for whom an alternative afrangeament
was mada for payment of profit at a rale not exceading 5.0 percant par annum from
the year under repor.

Interast Eiul:lEEI:ljr (Export Credit) Schame

3.19 The rate of inferest subsidy under the Interest Subsidy (Export Credit)
Scheme introduced in May, 1983 for encouraging financing of expors by banks
ramaingd wunchanged at 5.5 percent during 1988-89. Total amount of inlerast
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subsidy allowed to banks during the year on account of thair financing of non-
{radilional expors stood at Th. 9.54 crores,

Deposit Pension Schema

4.20 The nationakised banks and some privale sector banks paricipated in the
Deposil Pension Scheme during 1988-89. Year-wise oulstanding balances al
daeposils under the Schama are shown in Table 3.9,

TABLE 3.9

QUTSTANDING BALANCES OF DEPOSITS UNDER THE
DEPOQSIT PENSION SCHEME

(Th. i crores)
Pasition as on Amaunt Changes
Juni 30, 1984 10.25 2
Jume 30, 1985 E7.27 +47.02
(+458, 73}
Jdune 30, 1986 153.31 +96.04
{=167.70)
June 30, 1987 261.17 +107 . B6
{+70.35)
June 30,1988 29940 +138.23
) {+52.92)
June 30, 1989 486,90 +B7.50
(+21.50)
" Provisicnal,

MWEB . Figares i the paranheses indicate perceniage changes

Credit Policy and Conlrol Measures

3.21  The credit pelicy of the Couniry duning 1968-88 was geared 1o ensure proper
use of scarce bank resources for increasing production, employment and real income
and, at the same time, 1o keep the level of maney supply within a safe limit through
enlorcement of betler discipling in financial management. Imporanl measures
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adopted and conlinued in the ligld ol monetary and banking management during (he
year arg summarsed bekow:

(1)

(2

(3)

{4)

Deduction of Developmenl Levy

With a view 1o procurng additional funds for financing developmeani
activities in the country, banks were instructed to deduct levy at the rale
of 4.0 parcent on interast or profil payable as on or after 1.7.1588 on all
savings and fixederm deposils maintained with the banks,

Special Credit Facility lor Import ol Duly-free Car by the
Honorable Members of the Jatiyo Sangsad

Banks were advised 1o extend credil facilily 1o the members of Jatiyo
Sangsad only and open import L/C for impor of cars under the Wage
Earners’ Scheme with the approval of the Board of Directors of the
respectivé bank. The bankers will determing the L/C margin on the
basis of their own judgemeni,

Issuance of 'Bid Bond' for encouraging marketing of
engineering lems supplled locally as "deemed expost”

The banks will issue 'Bid Bend' Infavour of the suppiers of engineening
ilems suppled locally as ‘deemed expors' under internalional lender
againsl loreign exchange depending on banker-customear relationship.
Howevear, banks shall use their usual predential considerations in fixing
the rate of margin.

Credit for 3alt Growers during 1988-89

Banks ware instrucled o extend loans fo the salt  growers up to
Tk, 8.375.00 per borrower al the rate of Th. 3,750.00 per acre lor a
maximum of 2,5 acres of land 1o cover the cost for preparation of land
and construction of dams. Banks were advised to disburse this loan 1o
the borrowers, subjact 1o repaymenl of B0 paercent of their pravious
outstandings, il any, upto Aprl 4, 1589 at an inleresl rate of 13.0
percent per annum,
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(5)

(6)

(7)

Special Credit Scheme for the Rehabilitatlon of the Flood
Affected Industrial Units during 1988

A number of industrial units in different flood affected areas of the
country were damaged and production of some unils were disrupted.
In order to rehabilitate thase industrial units, specially to restora thair
production to the pre-flood level, banks were advised to provide
adequale credil. The banks ware also asked to determine the amdowunt
and condilions lor the loan in each case on the basis of the extent and
naiure of o8, and banker-customer relalionship. However, banks wara
instructed to arrange additional working capital on the basis of some
general norms,

Interest Rate for Mon-iraditional Export Credit

it was decided that in 1ha cases whare banks have charged normal rate
of interest on pre-shipme. L axport credit'working capital loan for non-
traditional items instead of the concassional rate on account of tailure to
effect shipments within 180 days from the date of advance, interas! al
the Bank Rate shall be realised from the banks by the Bangladesh Bank
on the corresponding amoun! of refinance allowed to them at
concessional rate of Inferast. In the case of interest subsidy paid o
banks, they will have to pay the entire amount of subsidy alongwith
penal interest 1o the Bangladesh Bank.

Credit Norms for the Road Transport Sector

As per Import Policy of 1388-89, banks were allowed 10 extend loan
facility at 30 percent rate of margin and 14.0 percent raie of interest lor
purchase of both Imported and locally assembled buses, minlbuses
elc. and for impon of reconditioned passenger vehicles. However,
credit lacility without margin or collateral security may be extended to
the borrowears lor purchase of new buses assembled in (he country on
production of guarantee from the Sadharan Bima Corporalion for 100
percent repayment of the principal and interest. In the interest of the
development of road transport, spacially passenger transport system,
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(B)

(9}

(10)

the banks may extend loan for purchase of buses, minibuses, efc.
without collateral securily depending on their relationship with the
borrower and on the basls of their credit-worthiness and repayment
capacity, Howaver, in each cases, vehicles procured with bank-
finances must be taken as secury.

Levy on Bearer Cerlificate of Deposiis

Instructions were izsued to deduct levy for the Jamuna Multipurpose
Bridge Scheme and development surcharges at the time ol
encashmenl of bearer Cerificate of Deposits fram the respeclive
owner, Instructions ware also given 1o prind the following senlence on
the prescribed form of the bearer Cerificate of Deposils: "Subject to
ihe deduction of levy, taxes, il any, imposed by the Governmani from
time o time".

Decisions Relating to Jute Credit for
1988-89 Jute Season

{8} Instructions were issuad to banks on 10.11.88 fo the etfect thal
credit facility may be allowed to the jute mills/spinning mills
according to their requirements, within their credit ceilings but
without additional collateral security as an Interim arangement up o
31.12.88, Generally, excess drawing beyond c.¢ limit would not be
allowed to any jule mills/spinning mifls, bul the same could be
allowed to them upto 31.12.88 uplo the extent ol their expor
earnings i.e. the amount deposited in their account as bilks.

ib) As per the Governmean! decision the banks were instructad 1o
provide credit fo the jule mills/spinning mills for meating their
expenses on account of wagesalary, Eid-bonus, gic.

Modification of the Industrial Policy-1986

Following modifications/alterations in the investment procedure of
Industrial Policy-1986, several changes were made in the Circufar which

40



was issued In Oclober, 1986 In respect of credil facility lor industrial
units o be sel up. The decisions which wara 1aken as per the modified
Circular are enumerated below:

(a)

(b}

{ch

{d)

(&)

Mo prior approval of the Board of Investment will be required for
selling up |oint venture [ndusirdal projects with foreign eguity
participation and with capiial outlay not exceeding 49 percent and
Tk. 10.00 erores respectively, provided Ihe relevant industry is not
included in the "Discouraged lisl®, Banks/linancing institutions will
ba free to sanchon loans o these projecis.

Mo approval of the Investment Board will be required for setting up
indusfrial projects which are eligible fo be financed/approved by
the commercial banksfinancial institulions even il the value of
imporable raw materials of these projects exceed 50 percant of
the value of required raw materals,

The Bangladesh Shilpa Bank and the Bangladesh Shilpa Rin
Sangstha shall have to make arrangements with the commarcial
banks for supply of working capital finance for the projecis
financed by them. In the cases of projects financed by the
commercial banks, arangements are also to ba made by them for
working capilal finance while sanctioning the projects.

Financial institutions and commercial banks shall not ask for any
additional collateral security from the entrepreneurs while
sanctioning term loans for any project,

No collateral security can be demanded agains! working capital
finances in the cases where goods are pledged with the banks.
However, the entrepranaur may be asked (o provide margin. The
rate of margin however, shall not be more than 20 parcent in the
case of small industries and 30 percent for the medium and large
industries. In the cases where working capital is supplied on the
basis of hypothecation collateral security may be demanded on
the basis of banker-cusiomer relationship,
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{11} Credit Scheme for Small and Cottage Industries Sector

The norms relating o recovery of credit in the small and cottage
industries sector werg parlially modified. 1 was decided thal
disbursement of loans will ba posiponed by the authorised bank
branches in those districts where the recovery rate falls belicw 30
percant. However, applications Irom the promising entréprenaurs may
be considered on the basis of merl of the cases.

(12) Prior Approval of Bangladesh Bank for Large Loans

The requirement of obtaining prior approval of the Bangladash Bank for
sanction/renswal or re-scheduling of loan'credit facility of Tk, 3.00
crorgs and above by the nationalised commercial banks and Th.1.00
crores and above by other commercial banks was withdrawn.

{13) Financing for BMRE of Selected Tannery Units

The banks were advised (o provide loans on the basis of proper
assessmant of the requirement mentioned in the applications of the
tannery units finally selected by the Government for their balancing.
modernisation, replacement and expansion (BMRBE) programme which
have been undertaken to increase receipt through increased exporis
of finizhed leather instead of wel-blue leather, Ganerally, a lannery unit
may apply for the above loan o the same bank from which it is currently
anjoying credit facilities. However, application may be madea o any
other bank on repayment of the loans of the present banker or on
obtaining NOC from it. Othar tarms and conditions of this loan are as
follows:

(@) The celing of loan for each of the units shatl be limited fo Tk, 2.00
CIores,

ib} The debt-aquity ratio will be 80:20,

e)  Assets belonging fo the project may be taken as security. Mo
additional collateral security shall be required.
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(14)

(15}

(d) The repayment period of the loans may be fixed at 10 years
including 2 years' grace period.

[g] The rate of inlerest of this kban will be the same as in the case of
term loans, Le., 13.5 percent par annum,

(fi Incase there are overdus loans in the namea of any of the tannary
units, a satistactory understanding betweaen the banker and the
borrower must be arrived at befora making any sanciion under this
cradit facility,

Expori Facillty: Interest Rebate of 2.0 Percent Per annum
on Export Credit for Non-traditional Items

The rebate of 2.0 percent per annum as was allowed to the exporners of
non-traditional ltems who might excead Ihalr respective annual targets
remained in force during 1987 -85 and 1968-89.

Extension of Bank Credit to the Four Non-traditional
Export ltems Under the 4-Year Crash Programme

The following new direclives, along with some modifications in the
instructions which were issued earfier lor allowing credit facilities on
easy term to the four non-traditional items namely, (1) toys, (i) luggage
and fashion articles, {iii) electronic goods, and (iv) leather goods by the
Government in the Exporl Policy for 1888-85 with the objective of
acceleraling the pace of non-raditional expors, were |ssued o the
banks:

{a) Banks will extend expor credit facility to the exporlers against
expart of the above mentioned llems in complately manufachured
forms as per existing credit norms on production of irevocabie
expart LG or firm expor order, Credil faciliies may, however, be
exlended withoul irrevocable export L/C or firm exporl order in
special cases subject to observation of the usual credit norms
upon recommendation by the Export Promotion Burgauw.



(18}

(17)

(18)

{b) The rate of inlerest on bank credil extended lor expor of the
above four ilems in completely manutactured form shall be fixed at
7.0 percent par anmum. )

e} Refinance facllity at 3.5 percent rate of intarest will be allowed 19
the banks in view of fixation of interest at a reduced rale on loans
extended by them in the above sector.

(d) Back-to-back L/C facility will be provided for collection of raw
materials both from domestic and loreign sources as required in
connaction with production of 1the abave four items. The exient of
value addition of the importable raw matenials in respect of leather
goods shall be 30 percent, while that in respect of the other thrae
ilems shall be 25 parcent,

Permission for the IPDC to paricipate Im the Inter-bank
Call Money Market

The Industrial Promation and Development Company of Bangladesh
Limited (IPDC) was parmitted 1o paricipale inthe Inter-ank Call Maneay
Market during the year under report.

Rate of Margin on Internal Trading

The rate of margin for sanction of bank credit for liting goods by the
approved dealers of the BTMC and the TCB was reduced from 50
percent 1o 25 percent.

Credit Facility to Manufacturers of Wet-Blue Leather and
Semi-tannad/Tanned Leather

Banks weare Instructed to allow credil faciities to the tannery unils on
tha eva of the holy Eld-ul-Azha subject to obsarvance of cerain ferms
and conditions, The conditions ware © (1) repayment of fhe previous
Eid advance in full, (2) replenishment of any shortlall in slocks against
usual advances other than the Eid advance or producticen ol adequale
additional collaleral there-against, and rapayment in full of the
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oulsiandings agalnst which there is a shortfall in stocks; (3)
safistactory understanding between the borrowers and the bankars in
respect ol repayment of the segregated loans within specified time-
schadula.

Refinance Policy

4.22 The Bangladesh Bank's policy in respect of refinance to the scheduled banks
continued o be aimed at encouraging the banks 1o rely mainly on iheir own resources
for their credit operalions. Howeavar, keaping in view the increasing demand for credit
in the priorly sectors, requirement of seasonal credit expansion and liquidity position
of the concemed banks, the Bangladesh Bank continued 1o provide refinance facilily
1o the banks for mesting their genuine requirements. The refinance programme for
1988-89 was as follows:

(i)

(iii)

Refinance Facility for Jute

Refinance tacility to the extent of 30 percent of the tolal cradit extended
by banks lo the jule sector was allowed at an interest rale of 2.5 percant
per annum. Provision was also made for additional refinance
accommedation on this acocount in case of need

Refinance against Tea (Other than Packet Tea)

Refinance for export sales of tea (other than packet lea) was allowed 1o
the extent of 100 parcent of the oulsltanding advances lass overdues at
an interest rate of 5.5 percent par annum. Arrangements were made for
extension of refinance at 5.5 percent rate of irterest 1o the extent of 100
percam of the exporl credit and not exceeding 180 days in respect of lea
sent 1o the London auction en consignment basis,

Refinance against Pre-shipment Export Credit including
Packing Credit for Hon-traditional Items

(a) Refinance against L/'C or Firm Export Contract

As in the previous year, arrangements werg made for providing 100
percent refinance al 5.5 percant interest per annum against pra-
shipment export credit (less overdues), including packing credil or
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{iv)

v

(b)

(c)

(d)

loans extended against firm expor contract in respect of non-
traditional Hems.

Refinance against Pre-shipment Exporl Credit for Light-
Engineering and Electrical Goods, Handicrafts and
Handioom Products

Refinance was allowed at an inferas! rate ol 3.5 percenl par annum
upte 100 percent of the pre-shipment export credil (less overdues)
extended by banks for the above 3 non-traditional export ilems.

Arrangemeants were made for extension of refinance facility -al an
interest rate of 3.5 percent per annum to the extent of 100 parcem
of the expor credit aliowed by banks in respect of the four fully
manuiaciured non-fraditicnal fems: (i) tovs, (i) bggage and fashion
articles, {ii) electronics, and (v} leather goods,

ARefinance against Export-orlenied Fish Freezing Units
under Custom Bonded Warehouse Arrangements,
Export-oriented Industries and 100 percent Export-
oriented Industries Relating to Mon-traditional Hems

Refinance was allowed to the banks al an interast rate of 5.5 percent
par annum upto 100 percent of the working capital advances in the
above-mentioned areas. The requirement of export LG or firm
gxport contract was not appicabla in these cases

Refinance for Credit to Sugar Milis

Refinance facility was allowed al the Bank Rate upto 50 percent of the
lpans o sugar mills extended by the banks within the credit ceiling
prescribed by the Bangladesh Bank.

Refinance In Respect of Working Capital Loans to HNewly
Set-up Industries

Refinance was allowed al the Bank RBate 1o the exient of 50 percent of
the working capital lcans not exceeding 180 days extended by the banks
o the industriss commissioned on or alter July 1, 1887,
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{vi)

{vil)

(viii)

(ix)

%)

Refinance against Export Bills

Helinance faciities by way of {i) rediscounting export bills and (i) overdraft
against expon bills was allowed to the banks at an interest rale of 5.5
percent per annum to the extent of 50 percent and 100 percent of the
term export bills in respact of traditional exports and non-traditional
exporls respectively.

Refinance under the Duty-Draw-back Credit Schome

Refinance to the extenl of 100 percent ol the loans extended lo
exporters under ihe Duty-Draw-back Credit Scheme was made available
1o the banks free of interesi.

Refinance agalnst Term Loans

Relinance was alliowed to the banks al 2 percent below the rate of
interest charged by them against termiproject koans sanciioned on or
alter July 1, 1938,

Refinance againgt BMRE Finance of the ExiEllng Tannary
Units

100 percent relinance was allowed fo the banks al the Bank Rate against
Ipans extended by them for balancing, modemisation, replacement and
gxpansicn (BMHAE) of the existing tannery units.

Refinance agalnst Advances Im SEZ of Chittagong Hill
Tracis Region

Refinance at 1.6 percent rate of inlerast against advances in the Special
Economic Zone (SEZ) of Chittagong Hill Tracts region was admissible 1o
the banks to the extent of 100 percent of the amount of local currency
koan disbursed by them at a concessional interest rate of 5.0 percent per
ANnLm
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(xi

(xil)

Countar-finance for Advances (o the Government Food
Department and the BADC

Counter finance was allowed o the banks at the Bank Rate 1o the exient
of the limits allocated 1o them by the Bangladesh Bank for financing the
Government Food Deparimen! and the Bangladesh Agricullural
Davelopmant Corporation (BADG),

Refinance against Special Emergency

Provision was made for sanclioning additional refinance limit 10 the banks
for meeting emergency requirements in specilic areas, subjecl 1o
observance ol the purpose of credit by the banks and enforcement ol
cradil discipline upon the borrowers or under any other special
gcircumsiances, However, the rate of interest in such cases may be fixed
4.0 parcanl above the Bank Rate per annum,
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CHAPTER IV

BANKING FACILITIES AND FINANCE

Branch Expansion

4.1 A lotal of 108 new branches wara opened by the schaduled banks in
Bangladesh during 1988-89. One rural branch of the Bangladesh Krishi Bank and
ona rural and oneg urban branch of the Pubali Bank Limiled weare margad with thedr
respeciive nearest branches during the same peried. The fofal number of bank
branches thus increased by 106 to 5451 as on June 30, 1989 from 5,345 as on
June 30, 1988, Of these, the branches of the nationakized banks {including Rupal
Bank Limited) increased by 36 lo 3,522, the specialised banks by 18 10 1,122 and the
private banks by 52 to 785. The number of foreign bank branches operating in
Bangladesh, on the oiher hand, remained unchanged ail 22 during the year. Tha
scheduled banks opened 52 rural branches during the year, raising the tolal number
of bank branches in rural areas to 3,621 (66.4% of 1olal bank brancheas in the couniry)
by the end of June, 1588, The number ol Bangladeshl commercial bank branches
operating abroad remained unchanged at 13 as on June 30, 1589, As a resull of
opening of a new bank named "Bank of Small Indusines and Commerce-Bangladesh
Limited™ in the private sector, the number of private seclar banks increased fo 10 by
the end ol June, 1885. The number of loreign banks operating in Bangladesh
remained unchanged al 7 as on Juna 30, 1989

Bank of Small Industries and Commerce-Bangladesh Limited

42 A new scheduled bark in the privale sector under the nama "Bank ol Small
Industries and Commaerce-Bangladesh Limited” was approved during the year with
the specific objective of ensuring timely supply ol necessary funds for accelarating
expansion of small and collage indusiries in the couniry. The bank stared formal
business from January 21, 1989, The authorised and paid-up capital of the Bank are
Tk. 10.00 crores and Tk, 8.00 crores respectively. The BCC foundafion subscribad
70.0 percent of the paid up capital, while the rest 30.0 parcen! has been retained by
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the Government of Bangladesh. The bank is under stalutory obligation lo deploy al
least 50.0 percent of its loanable funds 1o the Small and Cottage Industries (SCI)
seclor. Mobilisation ol deposits and advances made by the bank stood at Tk, 21.18
crores and Tk. 209 crores respectively as on Jung 30, 188%. The number of
branches of the Bank remained imited 1o 1 upte the end of June, 1980,

Islami Banking

4.3 Tolal deposits of the islami Bank Bangladesh Limited (IBBL) increased by
TH.36.57 crores to Tk, 278.67 crores-as on June 30, 1383 as comparad o Tk 242,10
crores at thae and of June, 1988, Disbursament of credit and financireg of invasimants
by the bank increased by Tk, 38.33 crores to Tk. 203.70 croras al the end of Juns,
1989 from Tk, 171,29 crores at the end of June, 1988. The total number of branchas
ol the IBBL increased 1o 27 at the end of June, 1983 from 22 at the end of June,
1988. Total deposit resources of the Al-Baraka Bank Bangladesh Limited [(ABBL)
increased by Th. 103.80 crores to Tk. 198.00 crores al the end of Jung, 1989 The
deposits of the bank had stood at Tk, 94.20 crores af the end of Juns, 1888, Tha
oculstanding leval of credil investmant exiendad by the ABBL increased by
Tk. 135,39 crores to Tk, 220.73 crores during the year as compared o the increase of
Tk. B5.48 crores during 1987-88, The number of branches of the ABBL increased 1o
13 at the end of June, 1585 from 5 at the end of June, 1988,

Group-wise Comparative Positlon of Scheduled Banks

4.4 The share of the Nationalised Banks, private banks, Islami banks, foreign
banks, and the speciaised banks to total deposit iabilities stood al 62.4 parcenl, 21.4
percent, 3.1 percent, B.3 percent and 4.8 percen! respeclively at the end of Jung,
18689_ Tha share had stood al 63.6 percent, 23.5 percenl, 2.4 percenl, 8.2 parcenl
and 4.7 parcen! respeclively al the end of June, 1988. Similarly, the group-wise
shares of the above banks in tolal bank ¢redit stood at 51.6 parcant, 17.6 percent,
2.6 percent, 6.6 percent and 21.7 percent respectively at the end of the year under
rapart as compared 10-52.7 percent, 16.2 percent, 1.9 percent, 6.9 percenlt and 22.3
percanl respeclively during the preceding year. Group-wise shiarg of the banks at the
end of the year undar rapor and the preceding twa years are shown n Tabla 4.1
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TABLE 4.1

PERCENTAGE SHARES OF THE GROUP-WISE BANKS IN TOTAL
BANK DEPOSITS AND BANK CREDIT

Group-wiza Banks Total Bank Deposits® Total Bank Credit
June "BA] June'8E | Juns’ 8T | June, ‘B9 | June, B8 | Juna, ‘87

M Bs 62431 B31.56 B4.76 51.65 52,65 53.45
2 Private Banks (knclu-

ding lzlarmi Banks) 2147 21.13 2024 17.58 16.20 14.98
3, |slamni Banks 314 240 172 258 1.82 1.43
4, Formign Banks 828 8.23 a2 BB 6.84 o2
5. Specialized Banks 4.78 4.68 4,48 21.65 2229 23.14

Total 3 100.00 100.00 100.00 100.00 100.00 100.00

* Excluding Gavernmen! Deposiin

4.5 Mg bank-wise data on Government Saector deposits are nol compiled, these
have not been included in the above table. However, total deposits of the
Govemment Sector with banks are shown in Tabla 4.2,

TABLE 4.2
GOVERNMENT SECTOR DEPOSITS WITH BANKS

{In crore Taka)
Penod Demand Deposits Tima Doposits Total Deposits
June, 1987 1,000.8 285386 3,B54.4
Juno, 1988 887 .4 2.983.8 9.2
June, 1989 BBA.O 3,924.4 4.807.4

Inspection of Banks

4.6 The Bangladesh Bank, under its routine pregrammea ol inspaction, carmed o
comprehensive inspection of 931 branches of the scheduled banks during 1988-89.
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In addition, summary inspection of 131 branches and special inspection of &30
branchas of the scheduled banks were also carried out during the year.
Comprahensive inspection of 14 Bangladeshi bank branches operating abroad was
also taken up during the year,

Invesimen! Companies

4.7 Two investment companies, namely, the National Credil Limited (MCL) and
the Bangladesh Commerce and Investmant Limited (BCIL) have been funciioning in
the country with effect from Oclober 31 and December 11, 1985 respeciivaly,
Though these institutions have been set up 1o function mainly as non-bank financial
intermediaries in investmenl, they are also working in the meantime, as alemative
sources of credil. The above two institutions also paricipate in the Inter-bank Call
Monay Markel. Besides. joint venture companies fike Industrial Promation and
Development Company of Bangladesh Limited (IPDC), Industrial Development and
Leasing Company Limited (IDLC} and Saudi-Bangladesh Industrial and Agricultural
invasiment Company Limited (SABINCQ) are also funclioning as linancial
imermadianas in investmant in dilterent ways. The IPDC was aliowed 1o panicipale in
the Inter-bank Call Monay Markal during the year under report.

Inspeciion of Mon-Bank Financial Institutions

4.8 With a view 1o ensuring overall monetary discipling through supervision of tha
aclivities of non-bank financial institutions, it was decided to bring them undar the
inspection network of the Bangladesh Bank during the year. Accordingly, inspection
ol 3 such institufions were completed during the year under report.

Counter-Finance for Food

4.4 For financing procurement and disbursement of foodgrains a sum of
Tk.75.00 crores was made available to the Government by the nationalised banks and
a counter finance mit of the same amouni was allowed by the Bangladash Bank
during 1288-89. An amount of Tk, 50.00 crores remained oulstanding agains! the
dabove countardinance Bmit al the end of June, 1989,
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Counter-Finance for Fertilizer

4.10 The Bangiadesh Bank sanctioned counter-finance kmits of Tk, 120.00 crores
to the nationalised bank including the Pubali, Uttara and Rupal Bank Limitad during
1988-88 for financing procuremeant and distribution of lenilizers by the Bangladesh
Agricutiural Development Corporation (BADC). Outstanding counler-finance against
the same stood at Tk, 89.00 crores as on June 30, 1989 as compared fo TR. 74.00
crores as on June 30, 1988, Another counter-finance limil of TH. 20.00 crores was
sanctioned to the Sonali Bank lor financing procurement of pumps, engines and
spare parts of shaliow ubewells [STW) by the BADC against which thare was no
culstanding as on June 30, 1589,

Aeflnance for Jute

4.11  Arrangements for providing adequate finance from the banking secior (o tha
jule trade and jute mils were continued during 1388-82 jule season. The commaercial
banks sanctioned cash credit and packing credit limits to the jute mills for financing
purchase of raw jute as well as for meeting their working capital requiremanis. Peak-
level wlilisation of bank credit by the jute seclor stood at Tk. 2,303.77 crores as on
April &, 1989 as compared to the peak-level of Tk: 1,928.79 crores as on December
30, 1987. The peak-lavel ufilization of refinance facilifies by the banks from the
Bangladesh Bank stood at Tk, 703.38 crores as on Jung 29, 1989 as compared 10
the peak-level of Tk. 622.56 crores as on June 30, 1988,

Refinance against Exports Bills

412 The maximum outstanding amount of refinance by way of overdrall/
rediscounting facilities allowed lo banks by the Bangladesh Bank agains! expon bills
siood at Tk. 32.00 croras as on July 7, 1988 which came down 1o Tk. 22.83 crores as
on June 28, 1288, The oulstanding amount of refinance in this sector was TK. 16.86
crores as on June 30, 1988,

Refinance for Mon-traditional Expaorts

4.13  The highest amount of outstanding in respect of refinance allowed o banks
by the Bangladesh Bank against pre-shipment export credit for non-traditional ilems
siood at Tk, 150.28 crores as on Decamber 22, 1988 which cama down to Tk, 133.36
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crores as on Juna 28, 1989. The outlslanding amount of refinance against this was
Tk. 134 43 crores as on Jung 30, 1988,

Refinance for the Sugar Mills

4.14 The highest amouni of oulstanding refinance against financing of the sugar
mills during 1988-89 slood al Tk, 24,66 crores as on May 18, 1383 which came down
to Tk, 14.66 crores as on June 30, 1989, Ouistanding refinance against the sama
had stood at Tk, 22.50 croras a5 on June 30, 1988,

Other Refinance

4.15  Other refinance facilities allowed by the Bangladesh Bank to the scheduled
banks on various accounts stood higher al Tk, 121.98 crores as on June 29, 1983 as
compared to Tk, 5B.78 crores as on Juna 20, 1988,

* Deteds of refnance in the agriculiure! sector provided by the Bangladesh Bank o the schaduled banks
haviy bean given in Chapter V1,



CHAPTER V

CAPITAL MARKET AND INDUSTRIAL FINANCE

Dhaka Stock Exchange®

5.1 Transactions in shares on the floor of the Dhaka Stock Exchange {DSE)
continued to exhibil a bearsh trend during 1988-89. Seven naw companies applied
for anlistment of their names with the Exchange. As a rasull, the fotal numbear of
companies listad with the Dhaka Stock Exchange increased from 97 in 1887-88 (o
102" in 1988-89. Besides, 5 Mutual Funds and 4 Debentures were also enlisted with
the Dhaka Stock Exchange during the year with total issued capital of Tk. 23.00
Croras,;

a2 Total tumover of shares on the floor of the Dhaka stock Exchange during the
yvear-siond al 16.67 lakh shares and debeniures, worh Tk, 15.44 crores. This was
54.6 percent higher in terms of number and 27.7 percent higher in terms of value of
shares as compared 1o that in the preceding year. Inall, 12" companies offerad new
shares worth Tk, 15.28 crores for public subscription during 1988-83 which was 81.7
percent fower as compared lo shares worth Th. 38 84 croras offered by 17 companies
in 1987-BB.

Commercial Banks

5.3 The commercial banks™ active rale in promoling the country’s capilal markel
confinued during 1988-8%. The oufslanding bafance of scheduled banks’
(nationalised banks, private banks and loreign banks operating in Bangladesh)
financing of debentures issued by the sector corporations al the end of June, 1589
remained unchanged at the preceding year's end-June level of Tk. 1,086.77 crores.
Besides, the scheduled banks made advances lo members of the Stock Exchange

P - Source | Dhaka Stock Erchamge:
A = Favised

° Emaluding @ companizs whose prissaus anisiments ware canolbed during 1983-83.
" Including & companes whate applcations ke arliment with the Exchanges wera under considerabion.

85



againsl security of their shares of the listed companies with the Exchange upto BO
percent of the face value of such shares, Scheduled banks' advances against stock
gxchange securilies (including Government and other trustee securities) siood at
Tk, 221.47 crores al the end of December, 1988. This compared with Tk. 24420
crores al the end of June, 1988,

Investment Corporation of Bangladesh

5.4 The Investment Corporation of Bangladesh (ICB) made a total commitment of
Tk. 0.235 crores for bridge rinarlc:ing' only during 1388-89, The corparaltion had
committed a fotal of Tk, 2.46 crores including Tk, 1.46 crores for bridge financing and
Tk.1.00 crore for undenwriling public issues of shares by companies during 1887 -88.
Total investiment commitments made by the ICB and cther consorlium parinars
dachined to Tk.0.35 crore during 1888-89 as compared to Tk.6.07 crores during
1987-88, The cutstanding commitments made by the ICB and consorium parners al
the end of June, 1989 stood at Tk, 46.19 crores (ICB Tk.12.40 crores and consartium
parinars Tk, 33.79 crores). This compared wilh the ocutsianding commiimenis of
TE.47.20 crores (OB Tk. 13.06 crores and consortium pariners TK. 34.14 crores) at
the end of June, 1988, Since inception upto June 30, 1989 the ICB made a lolal
commitmants of Tk. 93,44 crores agains! 295 projects.

55 The ICB and its consortium parners made a tolal investment of Tk. 2.02
crores (ICE Tk. 0.45 crore and consorlium parners Tk, 1.57 crores) dunng 1988-89,
This compared with investments of Tk, 498 crores [ICB Tk, 3.91 crores and
consartiurm partners Tk, 1.05 crores) durng 1987-88. The outstanding amount of
investments by the ICB and its consorium partners stood at Tk, 69.17P crores al the
end of June, 1989. This compared with the investmanis of Tk. 6959 crores af tha
end of June, 1988,

The Banpladesh Shilpa Bank

5.6 The Bangladesh Shilpa Bank (BS8) racelved a total of 75 loan applications
during 1588-8% as compared with 71 applications received during 1987-88. The B5B
sanctioned a tolal lean of Tk. 120.21 crores agains! 39 projects during the year which

: Excluding cancallation ol projectreduction of imvestmanis
P = Bravisionnad
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inciudad Tk.7B.08 crores in foreign currency and T, 42.13 crores in local curmency.
The B5B had sanclioned a 1otal loan of TK. 52.01 croras against 27 projects during
1987-BB, of which Tk. 43.88 crores ware in foreign currency and Tk.8.13 croras in
local currency. As in the previous year, the enlire amount of loans sanctioned during
1988-89 was against industrial projects in the privale seclor

a7 Total disbursement of loans by the BSB during 1988-89 amounted lo
Tk. 46.82 crores, of which Tk. 30.19 crores ware [n loreign currency and Tk, 16.63
crores in local currency. As in the previous year, private sector claimed the entirg
amount of loans disbursed during the year. The BSB had disbursed an amount of
Tk. 30.90 crores in 1987-88 which included a foreign currency componant of
Tk. 24.53 crores and local currency amount of Tk. 837 crares. The BSB recovered an
amount of Tk. 73.56 crores during 1988-89 as compared 1o Th, B6.72 croras during
1387-88. The outstanding amount of BSB loans, including overdue loans of
Tk. 365.52 crores (49.0%), amounted ta Tk. 746.76 crores as on June 30, 1889. This
compared with the oulstanding loan of Te.700.38 crores, including overdue koans ol
Tk. 347.62 crores (49.6%) as on June 30, 1988,

Bangladesh Shilpa Rin Sangstha

5B Credil operations of the Bangladash Shilpa Rin Sangstha (BSRS) during
128E8-89 were conducled basically in line with the redefined role and changed
chjectives of the Sangstha. The BSRS sanctioned fresh loans totalling Tk, 17.20
crores for Balancing, Modernisation, Replacement and Expansion (BMARE) of 8
projects under its own portalio and Tk, 5.32 crores as additional loans against 6
projects under implementation during 1988-89. This compared with loans amounting
to Tk. 0.22 crore against 2 projects under implemeantation sanctioned during tha
preceding year. The amount of loans disbursed by the Sangsiha during 1988-89
stood higher al 3.55 crores as compared o Tk. 2.96 crores duning 1987-B8. The
enlire amount of l[oans disbursed during the year was in bcal cumancy.

589 The BSRS strengthened its efforts to recover its overdue loans during

1988-89. A number of measures were faken by the Sangstha lor improving the
operational efficiancy and loan repayment programma of the projects sat up with its
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financial assistance through better co-ordination of its recovery aclivities and effective
application of supervisory methods. With a view to encouraging repayment of loans
wilhin or even beafore (he scheduled lime period, the Sanstha allowed some
concessional facilities fo the borrowers. Apart from motivaling the borrowers in
rapaying loans through a programme of visil to the projects and direct consultalion
batwean the Chief Executiva/other high officials of the Sangstha and promoters of
the projecis In finding solutions 1o their specifle problems, some pressurlsing
measures like non-issuance of MOGC lor gelling working capital advances, issuance ol
warning nofices, publication of names of the defaulter loanees in the daily
newspapers, etc. were also laken by the Sangstha. Legal actions were imfialed
against those defaulter borrowers who were unwilling lo repay their loans even afler
tha above meazures. Despite all thesse measuras, lofal amounl of loans recovered by
the Sangstha during 1955-89 declingd to Tk, 36,26 crores a3 compared 1o Tk, 49,74
crores during (he previous year. The sulstanding loans of the BSRS Increased |o
Tk.B35.92 crores as on Jung 30, 1989 as comparad 1o Tk.759.40 crores as on Jung
30, 1888,
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CHAPTER VI

AGRICULTURAL AND RURAL FINANCE

Annual Agricuftural Credit Programme

6.1 The Annual Agricullural Credit Programme of the Bangladesh Bank lor tha
crap year [Cctober-September) 19858-83 envizaged a disbursement of Tk, 1.250.00
crores keeping in view the increased requirement of finances lor supporling major
crop praduction in the country as well as for overall development of the agricultural
secior. This was 19.1 percen! higher than Tk. 1,050.00 crores envisaged in the
programmae for the preceding year. O the total programme for the year undar repor
an amount of Tk. 631.560 crores {50.5%5) was earmarkad lor crop loan (other than 1ea),
Tk. BD.50 crores (6.4%) for flnanciﬁg purchase and installation of irrgation
equipments and Tk. 538.00 crores (43.0%) for other agricultural activilies. Allocation
for these sectors durlng 1987-88 ware Th. 47338 crores (45.7%), Tk, 102.85 croras
{2.68%) and Th467.77 crores (44 5% respaclively.

6.2 With a view to making disbursement and recovary of agricultural credit more
easy and reaiisiic, soma procedural changas wera introduced during 1388-89. These
Werg

(8) Enhancemant of the maximum limil of land for the purposa of crop ioan
from 2 acres o 2.5 acres par crop;

{b) Arfrangamenl for paymeni of credit for purchase of ferilizer in cash
instead in "Credit Vouchers® as before; and

(o) Provision lor supplying a definile repayment schedula to each of the
bomrowers by the bank-branches at the fime of disbursemaent of the bban

W.B.: Thawnnual Agricultural Credt Programme has baen preparad on the basis of crap yaer, bul the data
ralaling o dabursement and mcovary ol credi have bean shown on e basss of Enance)| yos (July:
Jinag). Figures relaiing 1o 1288-89 are provisional



s0 as o facilitale smooth and timely repayment of lans. The porion of
principal and interest agains! gach of the inslalments faling due on
particular dates must be shown separalely, 5o thal the loanee might be
awarg in advance of the exact amount of his Eabililies,

6.3 For simplification of the procedures for disbursement ol crop loans, tha
Bangladesh Bank instructed the schedule banks o introduce a precise application
‘form' invaiving less formalities as introduced by the Bangladesh Krishi Bank. In the
new system, arangement has been made for receiving kaan application togethar with
the hypathecation deed in a singlé ‘form’ instead of six diflerant Forms as before.
From thig vear, any borrower ol the bank would be acceplable as identifier of a loanee
in liew of Chairman of the Unson Parishad.

Cradit Pass Book

B.4 During 1988-88, il was made compulsory for all the credil giving  institutions
to carry out all their transactions relating to agricultural loans through Credit Pass
Books as intreduced since 1984-B5. A tolal of 40.24 lakh oul of 65.32 lakh loanees
were issued Fass Books upto June 30, 19849, These included 14.21 lakh Fass
Books issued by the paricipating Commercial Banks, 3.01 lakhs by the Bangladesh
Rural Development Board, 16.31 lakhs by the Bangiadesh Krishi Bank, 4.38 lakhs by
the Rajshahi Krshi Unnayan Bank and 1.63 lakhs by the Bangladesh Samabaya Bank
Limifed.

Matrix of Interest Rales on Bangladesh Bank's
Refinances to the Agricultural Sector

6.5 For conducting credit programmiegs in the agrcultural secior, the Bangladesh
Bank provides refinance facilities to the Participating Credit Institutions (Commercial
Bank, Bangladesh Knshi Bank, Rajshahi Krishi Unnayan Bank. Bangladesh Samabaya
Bank Lid. and Bangladesh Rural Developmen! Board). Different rates of interest are
applied on the basis of ratio of the amount of loan disbursed to tha amount of
rafinance drawn by the Pardicipating Credil Institulions as shown in Table 6.1



TABLE 6.1

MATRIX OF INTEREST RATES ON BANGLADESH BANK'S
REFINANCE TO THE AGRICULTURAL SECTOR
(Ellective from 30-6-88)

Redinance as perceniage of Loans Disbursad
Annual Aate of For Commarcial ForBEB For Bangladksh Sama-
Intarest on Refinance | Banks and RKUB baya Bank Limed
(BSBL VIDA Credi
No. 1147-B0O
.5 Less than 50 uplo 50 The rate of mlenest 5
8.5% for all iypes of Refinancs
a5 50% to hess Cruat S0%;
than B0% uplo 90
L 0% to leas Croer 0%
fhan BO% upto B5%
10.75 20% upto 100% Crvas S5
upla 100%

Land Morigage Loan Programme

6.6 With a view {o giving finangial suppor 1o the middle, small ard marginal
farmers of the flood and lidal bore allected areas tacing the threat of becoming
Landiess, the Bangladesh Bank launched a Land Mortgage Loan Programme for
Tk.100.00 crores in Cclober, 1988 for disbursement through the Bangladesh Krishi
Bank, the Rajshahi Krishi Linnayan Bank and the MNationalised Commercial Banks, The
main characterislics of this programme are: (a) Disbursement of loans will be made for
a maximum amount of Tk. 5,000 00 per borrower on the basis of Tk. 2,000.00 per
bigha of agricultural land, the amount being lower in proportion io the size of land 10 a
minimum of Tk.1.000.00; (b} Individuals owning not more than 5 bighas of land who
were forced 1o morigage their lands elzewhere after the lloods and were
apprehending loss of the same will be eligible 1o get thiz lean for releasing their lands;
ic) Farmers who received loans by morigaging their lands in 1284 will also be efigible
to get this loan by morigaging additional lands; (d) Keeping in view the condilions of
the farmers, the rate of interest on this loan has been fixed at 13% per annum without
any 'sarvice charge’ and (&) The lean will be provided through Pass Books as per the
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exisling system for disbursement of agricultural credil. Repayable in 9 equal hali-
yaarly instalmenis including interast, the first instaiment is payabde after one year from
the date of receipt ol the loan. The deadiing for disbursement of the loan, though
inifiafly sat al December 31, 1988, was subseguently exiended upto June 30, 1989
Despile higher priority for expediting disbursement activities, total disbursement of
loans under the programme uplo June 30, 1989 stood at Tk, 21.70 crores only, The
bank-wise disbursement of loans undar the programma has bean shown in Table 6 2

TABLE 6.2

LAND MORTGAGE LOAN PROGRAMME
{October, 1388-June, 15B5)

(In Crofe Taka)
Credit Disbursing Banks Abocation under Amount of disbursemeant
the programma (Updo June, 1989)
Sonall Bank 25.00 6.00
{24.00)
Janala Bank 16.00 2.43
{21.44)
Agranl Bank 15.00 3.44
(22.53)
Rupali Bank .00 2.21
(24 56}
Bangladesh Krishi Bank 25.00 4.74
{18.96]
Rajshahi Krishi Unnayan Bank 10.00 1.88
{18.80)
Total : 100.00 21.70

MB  Figures in tha parentheses indicase the percentages of disbursameants fo allzcatons of the
regpeclive banks

Ain Shalishl Board

8.7 With a view to reducing the burden of various kinds of debt of the farmers,
lormation of a 18 member 'Jativa Rin Shalishi Board® was announced by lhe
Honourable President on January 1, 1989 in exercise of the powers conferred on him
by the Bangladesh Rin Shalishi Ordinance (Ordinance No. 36, 1988 Ministry of Law,
dated December 31, 1988). The area ol operation af the Board will be: (i) to review



ihe credil problems of small and marginal farmers and sharecroppears: (1] to 2xaming
and review the existing system and amount non-institutional agricultural knans; (jii) to
review and lake decizslon regarding the exisling non-inshilutional interes! rates
including compound rates of inlerest relating to agriculiural credit; (iv) to review, in
phazos, perdormances and proper implermantiation of activiies of the Rin Shalshi
Board; (v) to review the question of protection or reduction of transier of landed
propary by small and marginal farmers at the tima of crisis; [vi) to review any othar
issues relating to agricuttural and rural credit; and (vii) to take decision and necessary
action refating 1o all the measures mantioned above. The Rin Shalishi Board has also
been lormed at the Upazilla levels.

6.8 The Rin Shalishi Board shall have the authority to take decisions in resped of
seven clearly defined issues. These are: (i) Prayer lor exemplion/reduction of the
cash loans, crop loans or sead loans given by individuals or Mahajons: (i) Prayer for
golting back the signed or thumb impressionad blank papers given by (he loanaas;
iy Prayer for cancellation of sate deed of landed property and conversian of the sake
proceads Info interest free loan if the same has been purchased al less than the
markel price; (iv) Prayer lor transtormation of sale deeds ol specilic price info
usufrustuary mongage deeds (Khaikhalshi Bandhaki Dalil) within specific time period
v} Prayer ftor reasonable reduction in the rafe of interest in the case ol exorbitani
rates, (vl) Prayer for rational rescheduling of the instaiments of loang payabie by the
farmers; and (vil} Prayer for return of morigaged or usufructuary (Khaikhalshi) lands to
ifs owners irom Mahﬂ,runs in appmpnata cases. A morg detsiled description of {he

- v

Cizsbursement of Loan L.II'IﬂETf Annual
Agricultural Credii Fragramine

88 In view of the exlensive damages to crops as @ result of the devasiating
fipods, cyclona, tidal-bores and severe droughl in 1988-89, the repaymenl pariods of
loane received against the major crops during 1985-86, 1986-87 and 1587.88 crop
years werg exiendad by 1 year lo 18 months logethar with rescheduling of the
repayment instalments. The affected farmers were allowed 1o receive frash lgans
evan I they failed fo repay the previous ouistandings. The repaymenl pariods in
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raspect of the borrowers who failed fo repay uplo two instalments of thelr loans
agains! irrigation equipment, fishery and plough animals were also extanded by one
year and banks were Instructed 1o gear-up disbursement of loans on easy l@rms in
these sectors. Besides, the disbursement periods for different crop loans were
extended in view of the fioods and drought. As @ resull of the above measures for
expediling disbursement activities, tolal amount of agricullural loans disbursed by tha
Paricipating Credit Institutions (PG} dunng 1988-89 stood at Tk, BOT.B2 crores
(B4.6% of 1olal programme) which was 23.1 percent higher than Tk.B56.31 crores
dizbursed In 1987-84. An amount of Tk, 35373 crores (56.0% of 1otal allocalion) was
disbursed as crop loan {other than tea) during 1988-8% which was 29.0 percent
higher than Tk.274.28 crores during the praceding year. Disbursement of Tk.36.98
crores (45.9% of 1otal allocation) lor instaliation and purchase of irfigation eguipments
was 94,0 percent higher than Tk, 19.06 crores in the previous year, Disburseman! of
TK. 416.91 crores (77.5% of total allocation) for ‘olher agricullural aclivifies’, on the
other hand, was 149 percend higher than Tk, 362.97 crores disbursed in 1987-88.

Racovary ol Agricullural Cradil

610 Az inthe previous year, tha repayment percds for crop lbans were exlended
by 1 year 1o 18 months together with rescheduling of the instalmenls lor repayment
during the year under repor alsa in view of the decline in repaymen capacily of
farmars following a reduction in their incomes dug to the damages caused by
devasialing ficods in 1987-88 and 1988-89. The repayment perods lor overdue
instalments in respect of loans against irmgalion eguipments, plough animals and
fishery were also enhanced by one year, As a result of the above relazations, the
recovery of agrculiural krans declined substantizlly during 1288-85. Total recovery of
agricultural credit during the year stood al Tk 577.86 crores or 18.7 percent of
Tk. 2,8633.66 crores due for recovery as on June 30, 1989, This was 3.0 percent
lower than Tk. 58578 crores recovered during the preceding year. As a resull of the
decling in recovery, the cutstanding balance of agriculiural cradil increased by 22.0
percent from Tk, 3,863.49 crores at the end of June, 1988 to Tk 4,711,668 crores al
the end of June, 1989. The outstanding level of overdue agricultural loans al
Tk, 2,355.68 crores (50.0% of tolal oulsiandings) as on June 30, 1989 was 21.9
percent higher than TK, 193238 crores as on June 30, 1938,
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B.11

A comparallve p'usilion of credil operations under the Annual Agricultural

Credil Programmes for 1987-88 and 1588-B9 is shiown in thie Table 5.3,

TABLE 6.3
COMPARATIVE POSITION AMMUAL AGR LTL
PROGRAMMES FOI AMD 1988
{in Coora Taka)
Particulars 1937-88 1983-89 Changes
(Provisional) over the year
1. Programme for
Disbursement 1,050.00 1,250.00 +200.00
(+159.05)
a) Crop Financing
{Other than tea) 4759 38 631.50 #152.12
(+31.73)
b) Finanging of
Irrigation Equipments 102.85 BO.5O -22.35
(=21.73)
¢} Financing of Other
Agricultural Activilies
{Including lea) 467.77 538.00 +70.23
(+15.01)
2. Actual Disbursement 656.31 BOT7.62 +151.31
[+23.05)
a) Crop Financing
{Cther than lea) 274.28 353.73 +79.45
(+28.97)
b} Financing ol Irrigations
Equipments 18.06 36.58 +17.82
{+94.01)
c) Financing of Other
Agricultural Activilies
(including 1ea) 362.97 416.91 +53.94
+14,86)
3. Loans Due for Recovery 282816 2,933,866 +405.50
1+16.04)
4, Recovery of Loans 555.78 577.88 -17.82
(=2.95)
5. Overdue Loans 1,932.38 2,355.68 4+423.30
(+21.91
6. Oulslanding Balance 3,863.49 4.711.66 +B48, 1?]
[+21.595)
M B.. Figunas in paraniheses inchcate parceniage changas aver ha year,
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6,12 Of the tolal loans disbursed during 1988-89, shorl-term loans actounted lor
TK. B0B.42 crores or 75.2 parcent as compared o Tk. 503.84 crores or 71,1 percent
during the previous year. Disbursemant of term boans increased by Th.46.73 crorgs o
Tk. 199.20 crores which was 24,7 percent of lolal disbursements during the year as
compared 1o Tk.152.47 crores during 1987-88. Disbursement of shor-term crop
loans (other than tea) increaszed by 29.0 percant while that {or tea increased by 17.7
percent during the year undar reporl. Term loans disbursed for purchase and
instalation of imigation equipmenis during 1988-B8 increased by 24.0 percent ovar
the level in the preceding yvear. On the other hand, lerm loans disbursed for olher
agricultural activities including animal husbandry increased by 21.6 percent during
1588-89 as compared o the preceding year. A comparalive pasition of disbursamant
of agriculiural loans by lerms and iypes is given in Table 5.4

TABLE 6.4
DISEURSEMENT OF AGRICULTURAL CREDIT BY TERMS AND TYPES
{ Taka in crora)
Parficulars 1987-88 1988-B9 Changes
{Provisional) ovar lhe Year
Tetal Disbursement B56.31 BOT.62 +151.31
1. Short Term Loans 503.84 608.42 +104.58
{76.77) (75.33)
a) Crop Loans
(Cthers than lea) 27428 353.73 +79.45
b) Loans for Other
Agricultural Activities 229.56 254.69 +25.13
iy Production loans
for tea 52 45 10B.79 +16.33
iy Other lbans 137.10 145.90 +8.80
2. Terms Loans 152.47 195.20 + 46.73
{23.23) [24.67)
a) Loans for purchase of
Irgation Equipments 19.06 36.98 + 17.82
b) Loans lor Other
Agriculiure Activities 133.41 162.22 + 28.81
i} Loans for animal husbandry 59,01 74.55 + 15.54
i Other koans T4.40 87.67 + 13.27

Mae | Figures in The parenthesas indicate perceniages of tolal credit
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6.13 The Bangladesh Krishi Bank remained as the single larger source of
agricultural credit. Although the role of this bank in providing crop koans had
waakened somewhere during 1987-88, there was significant improvemani during the
year under report. Disbursament of crop loans by the Krishi Bank increased by 117.1
percent 1o Tk, 93.74 crores during 1988-89. As a result, the share of Krishi Bank in
total disbursament of crop koans increased from 15.7 percent in the preceding year 1o
26.5 percent durng the year undar report. The Parcipating Commearclal Banks were
the second largest sourges of agricultural credit during 1988-89. Disbursemeant of
agricultural loans by the Padicipating Commercial Banks increased by 36.7 parcent 1o
Tk. 240.87 crores during 1988-89. Ag a rasult, thelr collective cantribution in total
agriculiural loans as well as in crop loans Increased from 27.1 percent and 49.3
percent respectively in 1987-558 lo 25.8 percent and 52.2 percent in 1588-89. In fad,
as the previous year, (he Parlicipating Commaercial Banks jointly weare the largest
source for crop loans during 1988-89 also. The role of the Rajshahi Krishi Linnayan
Bank and the Bangladesh Samabaya Bank Limited in disbursing agriculiural credil
diminished lo some exten! during 1988-89. Their respective shares in lotal
agricultural loans as well as in crop loans stood at 5.8 percent and 3.9 perceni and 2.2
percent amd 3.2 percend respactively during 1988-89. The share ol the Bangladesh
Aural Development Board tn both tofal agnculural loans and crop loans also declined
substantiglly from 13.0 percent and 23.9 percenl in 1987-88 1o 7.7 percant and 12.1
percent respeciively in 1988-85%_ The source-wise disbursemenl of agricullural loans
Is shown in Table 6.5.
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TABLE 6.5

DISBURSEMENT OF AGRICULTURAL CREDIT BY SOURCES

[ Taka in crores)
1987-88 1988-89 (Provisional)

Sources/ Cradit Crop Loan Crop Loan

Agencies Tatal (Mher than Tatal {Cthir than
tea) tea)

Bangladesh Krishi Bank 336,23 43.18 440.35 93.74
(51.23) {15.74) (54.52) (26.50)
Rajshahi Krzhi 42,99 149,92 46,49 20.859
Unnayan Bank {6.55) (7.26) (5.78) {5:81)
Participating 177.54 135.11 240.87 184.75
Commercial Banks [27.05) 148.26) {28.82) 152.23)
Bangladesh Rural 85.08 65.56 G2, 26 42.96
Development Board (13.04) {23.60) (7.71) (12.14)
Bangladesh Samabaya 13.97 10.51 17.65 11.359
Bank Limited {(2.13) {3.84) (2.19) {3.22)
Total : B56.31 274.28 BO7.62 353.73

Moto © Figures in parenthases indicste percanisge shares in the ioisl.

Bangladesh Bank's Refinance in the Agriculiural Sector

6.14

Refinance availed ol by the Padicipating Credil Inslilutions from tha

Bangladesh Bank during 1988-89 uplo Jumg 30, 198% stood al Tk 633 82 crores
which was 43.5 percent higher than Tk.441.63 crores as on June 30, 1888, Details of
the Bangladesh Bank's refinance to the difierent credit giving agencies are shown in

Table 6.6,



TABLE 6.6

BANGLADESH BANK'S REFINAMCE IN THE AGRICULTURAL SECTOH

(Taka in crorgs)
1987-88 1888-89
Credil Agencies Sanction | Disbursememn | Sanction Disbursemeant
(Provisional)

BB 343.50 214,13 450,00 426.76
39, 7d) {+99.30)

RKUB 101.08 48.20 110.00 4297
{+8.82) {-10.85)

PCBs 69.52 75.46 112,87 105.18
(+62.36) {+39.39)

BROB 102.28 a0.a0 49 80 43.39
(—51.31) (—47.73}

BZBL 28.00 12.94 38.50 1552
(+32.76) (+19.84)

Total : 645.38 441.63 T81.17 633 B2
(+22.59) (+43.52)

Mote | Figures n parenthasas indicaba parcentage changes.

Cutstanding Borrowings of tha PCle

6.15 The ouistanding balance of refinances provided by the Bangiadesh Bank to
the Paricipating Cradil Inslilutions (PCls) stood at Tk, 1,857.30 crores at the end of
June, 1989 which was Tk. 407.9 crores or 28.1 percent higher than Tk, 1,449 40
crores al the end of June, 1988. The position of oulstanding balance of Bangladash
Bank's relinances to the PCls during 1987-88 and 1988-83 is shown in Table 6.7,



TABLE &.7

DUTSTANDING BALANCE OF REFINANCES TO THE

PARTICIFATING CHEDIT INSTITUTIONS

{Taka n crores)
Panicipating 1987-68 1958-88 seChanges
Credit Insfilutions t Provisional) over fhe year
Bangladash Krishi Bank 1,180.26 1,263.85 +6.18
(B2.12) (68.05)
Rajshahi Krishi Uinnayan Bank 52.96 316.38 +497.33
{3.65) {17.03)
Paricipaling Commarcial Banks 71.B5 102.30 +42.86
14.96) (5.51)
Bangiadesh Rural 98,70 132.92 +34 67
Davelopment Board 1680 (7.15)
Bangladesh Samabaya 35,62 41.85 +17.49
Bank Limited {2.46) (2.25)
Total : 1,445.40 1,857.30 +28.14
{100.00) (100.00)

Mede . Figures in parenheses indicate percentage of iokal,

Projecis under the Supsrvision ol
the Agriculiural Credii Daparimeni

6.16 Some special programmes and projects are financed under the supemision
and guidance of the Agricullural Credit Department of the Bangladesh Bank. Dittarent
projects inreduced with & view 1o halping the small larmers and other poor peopla in
rural areas who have ng accass o instilufional credil, were conlinued dunng the year.
A brief review of the imporant projects is given balow :

[} Loan for Pond Fishery

Under a Tk. 13.00 crores programme {or financing Pand Fishery in tha
country, the PCls disbursed an amount of Tk 2.41 crores dunng
198889 which was 5.2 parcent higher than Tk. 2.29 crores disbursed in
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1887-88, Of the total disborsements made during 1he year, the PCBs
disbursed Tk.D.32 crore, the Bangladesh Krishi Bank Tk.1.96 crores
and the Rajshahi Krshi Uinnayan Bank Tk. 0.13 crore. The above credil
agencies had disbursed Tk. 0.24 crore, Tk. 1.8 cmores and Tk. 0.14
crore respeclively in 1987-88.

Loan for Cold Slorage

With a view Io improving cold storage facilities for preservalion of
potatoes In the country, the PCls disbursed Tk 48.58 crores durimg
1888-89 which was 221 percent highar than Tk. 25.11 crores
dishursad in 1987-88. Of tha tolal disbursements during tha year, tha
Faricipating Commercial Banks disbursed Tk. 1792 crores, the
Bangladesh Krishi Bank Tk. 25.92 crores and Hajshahi Krshi Linnayan
Bank Tk. 4.75 crores,

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

Linder this project, the paricipating cradit insfitufions disbursed Tk. 1.62
crores and recoverad Th. 1.48 ¢crores or 81 .4 percent ol the amount
disbursed uplo June, 1983. Of this, Sonali Bank disbursed Tk, 0.72
crore, Agrani Bank Tk. 0.02 crorg; Rupal Bank Tk, 0.83 crore and the
Rajshahi Krshi Unnayan Bank Tk. 0.05 crora. Tha amount of loans
recovered by the above inslitutions stood ‘&l Tk, 0,67 crore, Tk, 0.02
crore, Tk 0,77 crore and Tk, 0.02 crore respectively

swanirvar Credit Programmea

Under the Swanirvar Credil Programma, a 1otal of Tk. 81.61 crores was
disbursed among 4.84 227 lpanees upto Jung, 1989 which included
Tk. 46.60 crores disbursed by Nationalised Commercial Banks, Tk. 9.85
crores by three paricipating private commercial banks {(Pubali Bank,
Rupak Bank and Utiara Bank), Tk. 21.39 crores by Bangladesh Krishi
Bank and Tk. 3.73 crores by Rajshahi Krshi Unnayan Bank. The amount
of loans recovered under the scheme uplo Jung, 1983 siood al
Tk. 54.14 grores or 66.3 percent of the amount disbursed. Of the 1otal
amounl recoverad, the shares of the above institutions ware Tk, 30.01
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crores, Tk. 7.03 crores, Tk. 1482 crores and Tk. 2.28 crores
respectively. The oulstanding balance and overdue amount ol loans
under the programme stood at Tk. 43.57 crores and Tk. 33.93 crores
respectively as at the end of June, 1989,

ASARRD Project

The second phase of the project known as 'Asian Survey on Agricultural
Reforms and Rural Developmant (ASARRD) introduced under the joint
sponsorship of the FACUNDP with the alm of improving the socio-
economic conditions of small farmers and the landless poor remaimed in
oparation during 1988-89 also, Total disbursament ol loans under the
project stood at Tk. 2.20 crores against which Thk. 2.32 crores (Inciuding
interast) ware recovered upto June, 1989,

Second Rural Development Project (RD-1l Project)

The term of the Second Rural Devalopment project (AD-11 Project) which
was started with the assistances of the Internafional Developmeant
Association (IDA), the Canadian International Development Agency
(CIDA) and the United Nations Development Programme (UNDP),
thaugh scheduled to expire at the end of June, 1988, was extended
upto June, 1989. A 1otal of Tk. 194.22 crores was provided as refinance
o Sonali Bank, tha only credit agency invelved in the project, agains
disbursement of Tk. 213.89 crores upto June, 1989,

Morth-West Rural Development Project

Lindar this projact, the Sonali Bank disbursed a total of Tk, 11,19 crores
upto June, 1883 against which the amount recovered stood at Tk, 5.13
crores. The outstanding balance and overdue amount of loans under
the project stood at Tk. 6.84 crores and Tk. 1,64 crores respectively &
the end of June, 1989. Refinance provided by the Bangladesh Bank
under this project since its inceplion upto Jume 30, 1989 slood &t
Tk. 5.62 crores.



viil) Rural Finance Project

Rural Finance Project (RFP) which was introduced from Oclober 2, 1984
undear a grani agreement lor US § 75 million between the Government of
Bangladesh and the United Stales Agency for Intemational
Development (US-AID) was extended upto June 30, 1989,

Ix) Second Deep Tube-Well Project (IDA Credit No. 1287 BD)

The Bangladesh Bank provides relinance lacility lo the Sonall Bank. The
Sonall Bank provides term loans in the project areas under this project to
members of the UCCA-KSS under control of the Bangiadesh Rural
Development Board for purchasing Deep Tube-Wells with 80 percent
refinance lacility from the Bangladesh Bank. The Bangladesh Bank. on
the other hand, geis 100 percant reimbursemant of the amount
provided by it as refinance from the IDA. The IDA had sanctioned a cradit
line for SDR 15.75 milkon in December, 1982, The term of the project
has been extended upto December, 1989, Inifially, a targel for
installation of 4,000 Deep-Tuba Wells was set under the project which
was subsequently revised to 2,750, In order to achieve the target for
production of 2 crore tons of foodgrains by 1992, a decision has now
been taken for installation of 4,000 Deep Tube-Welts. The Bangladash
Bank provided a sum of Tk. 12.61 crores as refinance to the Sonaii Bank
against loans disbursed by it for installation of 1,308 Deep Tube-Wells
under the project upto March 31, 1989.

Projects under the Supervision of the
Rural Credii Project Deparimeni

6.17  During 1988-89 the Rural Cradit Project Department of the Bangladesh Bank
performed the responsibilities of implemtation, monitoring, supervision andfor
providing refinance facilities for the following projects/schemes drawn under the
financial assistance of the IDA, the Asian Development Bank (ADB) and the
International Fund for Agricuttural Development (IFAD). '



Shrimp Cullure Project (IDA Credit No. 1651-BD)

For implementation of intensive shimp cullure in the coaslal areas of
Bangladesh, a loan agreemanl for SDR 20.6 milkion was signed between
the Governmenl of Bangladesh and the Intemational Developmani
Agency (IDA) in February, 1988, Of this, an amount equivalent to SDR
5.5 million has been allocated for disbursement as term loans among the
farmers through the Sonali Bank, Agrani Bank and the Bangladesh
Krishi Bank under the supervision of the Bangladesh Bank for financing
the capital expenditure for Scientific Shrimp Culiure Projecls covenng a
lotal area of about 9,500 heclares as well as lor establishment of
hatchery and marketing of fishlings. The scheme also provides for shorl-
tarm loans for meeting production expanses to be supplied by the
participating credil instdutions from theair own resources against which
rafimanca facility will ba available if necessary from the Bangtadesh Bank,
A total of Tk, 12.93 crores was disbursed under the project upte June,
15888 agalnst which a sum-of Tk, 10.55 crores was provided by the
Bangladesh Bank as refinance. The project is expacied to be completed
by June 30, 1891,

Second Aguaculture Development Project
(ADB Loan No. 621 BAN-5F)

As per-an agreemeni signed between the Government of Bangladesh
and the Asian Development Bank (ADB) in November, 1987, the ADB
agread (o provide & loan eguivalent to SDR 38.31 milson for aguacuiture
devalopment projects in Bangladesh, In accordance with the terms gl
the loan agraement, the Government of Banglacdesh, under a subsidiary
loan agreemean! signed between the Governmenl of Bangladesh and
the Bangladesh Bank lend fo the Bangladesh Bank an amouni
equivalent 1o SDR 17.78 million for investment in tha pn'h'ram seclor
through Agrani Bank, Rupali Bank and Bangladesh Krishi Bank,
Preparalion of programmes relating to the above credit was finalised
during the year under repon which have already been approved by the
ADB.
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ili) South-West Rural Development Project

(IFAD Loan No. 73-BA)

An amount equivalent to SOR 8 million allocated for linancing differant
projacts in the greater Faridpur and Jessore districis undar IFAD credit
Mo. 73-BA. The Bangladesh Bank provided Thk. 72,30 lakhs as refinance
to Sonal Bank, the only paricipating credit institution under the project
during 1988-89. The Sonali Bank repaid a sum of Tk. 1.30 crores during
the year under reporl. Tolal refinance provided and the amount
recoverad under the project since its inception upto June, 18989
amounted 1o Tk, 12.05 crores and Tk. 3.10 crores respectivaly, The
tenure of the project was extended uplo December, 1889 afier the
eorpiry of ils initial 1erm on December 31, 1988,

Projects under the Rural Credit Project Deparimeant

5,18 Projecls undertaken by the Rural Credil Project Depariment of the
Bangladesh Bank remained in operation during 1988-89. The Paricipaling Credst
Institutions (PCls) provide finances under refinance faciity andlor from Lheir own
resources in thase projects. Briel review of the important project are given below

]

i)

Rural Housing Financing Schemea

Under the Rural Housing Financing Scheme introduced in
January, 1984, Sonal Bank, Janala Bank, Agrani Bank and Rupali Bank
disbursed a total ol Tk, 23.45 crores for construction of 4,327 housing
units in rural areas uple June 30, 198%. As against this, the Bangladezh
Bank provided refinance amounling 1o Tk. 845 crores against
construction of 1,474 houses. The Bangladesh Bank also provided
TK. 18.63 crores as refinance to the Grameen Bank under iis own rural
housing loan scheme during 1968-89 and recoverad an amount of
Tk. 0.15 grore during the same period.

Banana Plantation Financing Scheme

Linder the Banana Plantation Financing Schema. the Participating Credit
Institutions disbursed a sum of Tk, 0.01 crore in 172 Upazilias of the
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country and recovered Tk. 0.13 croreé during 1988-89. Tolal loans
disbursed and recovered under tha scheme since s infroduction in
1880 upto the and of June, 1989, slood al Tk. 2.81 crores and Tk. 1.99
crores respectively.

Shrimp Cullure Financing Scheme

Linder the Shrimp Culture Financing Scheme, the PCis disbursed an
amourd of Tk. 586 crores and recovered Tk, 505 crores during
1988-889. Total loans disbursed and recovered under the scheme since
its introduction in 1980 upto June 30, 1989 amounted to Tk 48.83
crores and Tk.37.65 crores respectively.

Rural Transport Financing Scheme

Uinder the Rural Transport Financing Scheme, the PCls disbursed a total
of Tk.0.16 crore as shor and medium lerm loans and recoverad a sum of
Th. 0.21 crore during 1988-83, The cumulative disbursement of loans
since introduction of the scheme in 1981 uplo June 30, 1989
amounted {o Tk.B.63 crorgs apgalnst which Tk. 3.30 crores were
recoverad,

Rower Pump Financing Schema

The Rower Pump Financing Scheme is now in operation in 128 Upazillas
of 37 Districts. The PCls disbursed a sum of Tk. 1.39 lakhs and
recovered TK.0.70 lakh under the schemea during 1988-89. Cumulative
disbursement and recovery ol loans since infraduction of the schema in
1982 upto June 30, 1989 amounted 1o Tk. 11.69 lakhs and Tk. 5.45
lakhs respectively.

Commercial Poultry (Broiler) Farm Financing Scheme

Under the Commercial Poultry (Broiler) Farm Financing Scheme, a sum
of Tk.1.00 lakh was disbursed while a sum of Tk.0.93 lakh was recoverad
during 1988-89. The cumulative disbursement ol loans under the



schema since its introduction in 1983 upto June 30, 1985 amounted 1o
Tk. 24.33 lakhs against which a sum of Tk. 5.04 lakhs was recovered.

Inspection ol Bank Branches and the Co-operalives

8.19 The Agricultural Credil Inspection Department of the Bangladezh Bank
carmed oul comprehensive inspection in 731 branches of the nationalised commercial
banks and 171 branches of the privale commercial banks during 19858-89, In addition,
Inspection was also carried out in 259 branches of the Bangladesh Krishl Bank, S0
branches of the Rajshahi Krishi Unnayan Bank and 243 branches/ollices of the
Bangladesh Samabaya Bank Limiled and the Upazilla Central Cooperalive
Associagtions {LUCCAs) during the year under report.

Gramean Bank

6.20 The Grameen Bank openad 148 new branchas during 1988-83, thus raising
the tolal number of its branches 1o 602, A todal of 12,755 villages including 3,795 new
villages was broughl under the purview of Grameen Bank operations uplo June,
1989, The Grameen Bank disbursed a tolal of Tk. 154,66 crores during 1288-89
which was 50.5 percent higher than TH. 10275 crores disbursed during the
preceding year. Total lkoans recovared by the Gramaen Bank amounted to TK.124.17
crores of B0.3 percenl ol disbursements during 1988-89. The amount of loans
recovarad during 1987-88 had stood at Tk, 82.27 crores or 80.1 percent of the
amount disbursad,

6.21 Since ils inception as a projact in June, 1976, the Grameen Bank extended
collateral free loans amounting to Tk, 441.64 crores, of which Tk. 352.56 crores or
79.8 percent ol total disbursements were repaid by the borrowers in weekly
instalmants. The number of borrowers of the Grameen Bank increased from 4.02
lakhs at the end of June, 1988 to 5.57 lakhs at the end of June, 1983, of which 4 88
lakhs or 87.3 percent waere woman.

6.22 The Gramaen Bank disbursed Tk. 47.22 crores as housing loans and
Tk. 17.70 crores as technical loans during 1988-89.



6.23 Tolal savings in the Group Fund and Emergency Fund of member-borrowers
of the Gramaaen Bank increased from Tk.10.79 crores in 1987-88 to Tk.15.75 croras
during 1988-85. The cumulative tofal of saving in the above Iwa Funds thus
amounted to Tk. 43.84 crores as at the end of June, 1989 which was 56.1 parcent
higher than Tk. 28.09 crores at tha end of Jung, 1988,
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CHAPTER VI

FINANCING OF SMALL AND COTTAGE INDUSTRI:S

Bangladesh Bank's Credil Pollcy for Small and Cotlage Indusir es

7.1 The Bangladesh Bank's policy which aims at ensuring adequate finance for
the development of industrial seclor, specially the small and coltage indusiries in the
country continued during 1988-89. In the ight of the overall guideline as provided in
the Industrial Policy of the country, Bangladesh Bank carried out restructuring of the
rates of interest on bank finances and also took some specific steps for ensuring a
more effective roke of the commercial bank. These included the following:

Il To gear up term lending activities for the Small and Cotlage Indusiries
Saeclor (SCis);

i)  Arrangement for financing the SCIS (industries sanctioned on or after
July 1, 1986 and outside the purview of any foreign loans/granis; etc.} al
10 percent interezt per annum withoul any 'service charge” or e’

iy Arrangement for disbursement by banks al least 5 percent of their fresh
ioanable funds 1o be determined on annual basis to the SCI seclor;

i) To give special priority 1o less fleast developed areas in sanclioning
project loans for ensuring appropriale and wider regional dispersal of
industries.

vl  Armangement for epening of separate "Cells' in the main offices of banks
to specially cater to the financial neads of the SCls and maintaining a
separate ‘Desk’ with al least one experenced officer in each of their
disinict level main branches,

vi) Provision for supplying necessary working capilal loans fo sanctioned
projects at 14.0 percent rale of inferast par annum:



vil) Provision for according special prionty to women entrepreneurs in
sanctioning project loans in the SCI sector;

viii} Provision for relaxation of the requirement of collateral securily in
respect of entreprengurs having spacial skill and technical education;

ix) Aeguiring banks to take decision about sanction or otharwise of
industrial loan proposals within a period nol exceading 3 months from
the dale of receipt of the applications for such proposals;

x) Putting emphasis on making allout eflorts lor recovering the overdue
industrial kpans.

7.2 The limit for individual loans under the special credil programme for the SCis
has been enhanced by the Bangladesh Bank from Tk. 2 fakhs 1o Tk. 4 lakhs. Banks
were advised to take, as far as possible, assistance of the Bangladesh Small and
Cottage Industries Corporation in recovering loans and in respect of evalualion of
projects to be linanced by them under special credil programms as well as other

programines.

Credil Guaranieg (Small Loan) Scheme

7.3  The Credil Guarantes (Small Loan)} Scheme introduced for reducing the risk
ot providing bank tinances 1o the SCls remained in operation during 19838-83.

Disbursement of Loans 1o the SCI Seclor

7.4 In accordance with the directives ol the Bangladesh Bank, the scheduled
banks continued to extend at least & percent of their fresh loanabie funds as
determined on annual basis, to the SC| sector during 1988-8%. After the
announcemeant of the Industrial Policy of 1986, the Bangladesh Bank intraduced the
system of allocating bank-wise targels for disbursemant of loans to the SCI sactor.
The scheduled banks disbursed a lotal of Tk. B7.67 crores during the first six months
of 1988-89 (i.e., July-December, 1888), Disbursement of loans to this sector had
stood at Tk.107.95(7) crores during 1987-88,
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Special Crodlt for Small Enginearing Enterprises of
Dholaikhal-Zinzira Areas

7.5 The Bangladesh Bank granted a term loan of Tk. 5.0 croras to the
Bangladesh Small and Coliage Indusires Corporation (BSCIC) during the period from
October, 1886 to June, 1987 for providing working capital and term loans to the small
engineering enterprises located at the Dholaikhal and Zinzira areas of Metropolis
Dhaka, Disbursement of the above lban was complated by the end of Septamber,
1988. The loan was disbursed against a total of 250 projecis. As against this, the
amount of loans recovered uplo June 30, 1989 stood af Tk, 1.28 crores.

Small Industries Bank

7.6 A small industries bank named 'Bank of Small Industries and Commearcea,
Bangladesh Limilaed® set up with the special objective of providing credit facilities to
the SCI| sector, az approved by the Bangladesh Bank fast year, started format
operations with effect from January 21, 1589, It is obligatory for the bank o resersea &l
least 50% of its loanable funds for disbursement to the SCI sector

Projects under the Supervision ol the Banpladesh Bank

7.7 The Bangladesh Bank continued to supervise financing and implemeantation
of a number of programmes relating to small and cottage and for rural agro-based
Industrial projects under different foreign credils/grants during 1988-89. A brigt
review ol the imporant programmes is given below:

i} Third Small Scale Industries Project (S51-111)

A refinance credil scheme was drawn under tha nama Third Small Scala
Industrias Project (SSI-1l)" for selling up small and coltage Indusires in
ihe private seclor with 3 fund equivaient to SDR 2287 millicn received
under IDA gredit No. 1065-BD. The Bangladesh Bank adminisiered
impiemenialion of projects under the above schame. The schemea went
inta operation Irom January 15, 1981 and was concluded on Decamber
31, 1986. The three Padicipating Credit Instilutions (PCls), namely, the
Sonali Bank, the Agrani Bank and the Janata Bank extended lerm loans
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o a large number of small industrial projects in the private sector &t 13.0
percent rate of inferest without any extra ‘premium’ or 'service charge’.
The Bangladesh Bank provided 100 percant refinance to the PCls al
three dilferent inferasl rates of 5.0 perceam, 6.0 percent and 7.0 percemnt
par annum depending on the size of sub-loans disbursed by them

A lotal of 683 sub-projects invalving total sub-loans of Tk, 61.07 crores
was approved by the Bangladesh Bank for financing under the scheme.
Of this, 394 sub-projects involving Tk. 39.20 croras or 64.0 percent of
the total sub-kxans were in urban areas while the remaining 289 sub-
projects invalving Tk, 21.28 crores or 36.0 percent of the sub-loans
were in rural areas. Economic classitication of the sub-projecls approved
for refinance shows that Tk 50.17 crores or B2.2 parcent of the sub-
lrans were for 532 sub-projects relating to food and allied products,
lexliles, engineering, paper, board, printing and packaging, and
chemicals, pharmaceuticals and allied industries. The Bangladesh Bank
provided a total refinance of Tk. 57,43 crores agains! sub-loans
disbursed by the PCls under the scheame.

During the term of the Credit, a total of SDR 20.15 million or 881
parcent of the lolal credit of SDR 22 87 milion was uliised. The funds
made available under the Credit remained parially unulilised due mainly
to the conditionalities set by the |DA for extending at least 40.0 percent
of the sub-loans against sub-projects with fixed costs upto Tk. 10.0
lakhs as also for limiting the maximum size of the sub-loans at Tk, 30.0
lakhs,

MORAD (Morwegian Agency for International Development)
Grant Refinancing Scheme

A revolving fund known as the ‘'NORAD Granl Hefinancing Fund' was
created in the Bangladesh Bank with a grant of NOK 5 milion equivalent
to Tk. 1.67 crores.on January 20, 1883 for providing refinances against
financing of appropriate small and coftage industriai projects in
Bangladesh. Under the programme, the Bangladesh Bank provided a
total refinance of Tk, 1.54 crores againsl inancng of 3,055 SCI projecis
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by the two paricipating credit inslitutions, namely, the Sonali Bank and
the Janata Bank upto June 30, 1389.

Financing of Rural and Agro-based Indusiries
under the ADB Loan No. 773-BAN (5F)

Under a Loan Agreemanl, the Asian Development Bank (ADB} agreed
o provide a credit kne of S0DR 18.56 million for financing rural and agro-
based small and medium scale industries in Bangladesh. The
Bangladesh Bank was entrusted with the responsibilily of co-ordination
and supervision ol projects to be implamented under the Credil
acheduled 1o be completed within the next two years after il became
effective from July 31, 1886, the Credit provided for one additional year
as a drawdown period, The maximum size of loan for a project under the
Credit was sel at LS § 1.0 million for financing the foreign exchange cost
of the sub-projecis only. In order 1o make the Credit realistic for
oparation, the ADB reduced the interest rale to 10.56 percan
[excluding pramium for exchange rale fluctuations) and agreed 1o
extend the Credit to cover other prionty secltors as idenfified in the
Industrial Policy of 1886. The ADB also accorded its approval in
Decembear, 1986 In respect of using the funds of the Credit for fimancing
local currency cost of projects. Besides, the ADB enhanced the free limit
for sanction of foreign axchange by financing banks from US § 50.000
o LS % 1,50,000 as also the admissible size of iotal expendiure of &
project from US & 1.50.000 to US $4,50,000. A total of US § 3.935
million was approved against 30 sub-projecis under the programme uplo
June 30, 1888 which Included US § 1.833 million againsl 13 sub-
projects by Agrani Bank and US § 2,302 million against 17 sub-projects
by Rupali Bank. As against this, a sum of US $ 0.127 million agains! ona
sub-project was disbursed by Rupali Bank only. The validity of the Credit
has been exiended by the ADB upto July 31, 1991
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CHAPTER Vi
HOUSE BUILDING FINANCE

Disbursement of Institutional Loan in the Housing secior

B.1 The flow of institutional creditl in the housing sector depicted a declining
trend during 1288-8%. Total amount of instiiuticnal credit disbursed in this sector
declined by 23.7 percent to Tk. 116.62 crores during the year under repon from
Tk. 152.88 croras in the previous year. The sourcas of credil disbursed during the
year wera : House Building Finance Corporation Tk, 72.84 crores, Gramean Bank
Tk, 18.63 crores, Natlonalsed Commercial Banks Tk B.78 crores, Bangladesh Bank’
Tk. B.45 crores and Private Commercial Banks Tk. 7.92 crores. Disbursement of
housing loans by the above sources during the preceding year had stood al
Tk. 109.57 crores, Tk. 23.25 crores, Tk, B.12 crores, Tk. 6.45 crores and Tk, 5.50
crores respectively. A comparative statemant of institutional credit disbursed in the
housging sector during 1987-88 and 1988-8% js given in Table 8.1.

TABLE 8.1

DISBURSEMENT OF INSTITUTIONAL CREDIT
I THE HOUSING SECTOR

[In Crare Taxa)

Sources/Iinstitutions 1987-88 1088-84 Changes
{Provisienal)
1. House Bullding Financa

Carporation 109.57 72.84 -36.73
{(=33.5)

2. Grameen Bank 23.25 18.63 —4.62
(—19.9)

3. Nationalised Commercial Banks B.12 B.78 +0.66
(+8.1)

4. Bangladesh Bank® 6.45 8.45 +2.00
[+31.0)

5. Private Commercial Banks 5.50 7.52 +2.42
[+a24.0)

Total : 152.839 116.62 -36.27
(=23.7)

* Disbursemoent of lans by the Pariapatng Commarcial Banks with 100 parcent refinance lagility of fa
Bangladash Bank under & Awral Housing Financing Schema.
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The Houss Building Finance Corporation

8.2  During 1988-89, the Bangladesh House Building Finance Corporation
(HBFC) continued 1o provide house bullding finance undar two main programimes,
viz. (i) ‘General Loan Programme' for single unil buildings; and (i) ' Mullistoried Loan
Programme’ lor construction of muli-storied apariment houses.

General Loan Programme

8.3 The maximum ceiling of loan under this programme remained unchanged at
Tk. & lakhs during 1888-8%. The rale ol inlarest alzo remained unchanged at 13.0
percert (simple) per annum for the first Tk, 4 lakhs and 16.0 percernt per annum
(simpla) for the remaining Tk 2 lakhs. Under this programme, the HBFC sanctioned
1,221 loan cases for a total of Tk 44.90 crores during 1988-89 as compared with
1,256" loan cases sanclioned for a total of Tk. 42.03% crores in the previous year.
Total disbursement of loans under this programme during 1988-B9 slood al Tk. 41.77
crores as against Tk, 55.81 crores during 1987-88. The oulstanding amount of loans
(including interest) under this pragramme stood al Tk. 638.80 crores at the end of
Jung, 1989 as compared to Tk, 579.63 crores al the end of June, 1588,

Multl-storled Loan Prng ramme

8.4 The ceiling of loans provided wnder the Mulli-storied Loan Programime
remainad unchanged al Tk. 7 lakhs and Tk. 8 lakhs for construction of mulli-slonad
aparimant bulldings wilth covered areas of 800 sit. and 1000 slt. respectively in 2ach
floor. The rate of interest also remained unchanged at 10.5 pearcem (simple) per
annum. Under this programme, the HBFC sanctioned a tolal o Tk, 23.16 crores
against 330 loan cases comprising 1,256 housing units during 1988-89. This
compared with 534 loan cases comprising 2,274 housing units sanctioned for total of
Thk. 40,26 crores during 19687-88. Of the tolal loans sanclioned during 1988-89,
Tk, 15.80 crores or 68.7 percanl was sanctioned for constructlon of 871 housing
units in Dhaka zone, The amount of lean and number of housing unils sanctioned for
Chilagong, Rajshahi and Khulna zones were Tk. 5.41 crores for 235 housing units,
Tk. 1.27 crores for 66 housing units and Tk. 0.58 crore for 24 housing unils

A = Favisad,
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respactively. Tolal disbursament of loans under the programme during 1588-89
stogd al Tk, 31.07 crores as compared lo Tk 53.78 crores during 1987-88, Tolal
loans disbursed under this programme since ils introduction in July, 1877 uplo June
40, 1588 stood at Tk, 569.35 crores against which Tk. 701.41 crores {including
interest) remained oulsianding.

Concesslonary Loan Facility for Construction of
Pucca Houses In Upazillas

E.5 In addition 1o the above two main programmas, the House Building Financo
Corporation continued to exiend a maximum of Tk, 2.0 lakks as house buikding loans
al a congessional intergst rale of 5.0 percent (simple) per annum 10 encourage
construction of pucca houses in Upazilla headquarters. Under this facllity, the HBFC
sanclioned 195 loan cases for a total of Tk, 3.70 crores during 1988-89 as compared
with 209 loan cases sanctioned for a total of Tk, 4.08 crores in 1987-88.

Sanctlon, Disbursement, Hecovery and
DOutstanding of the HBFC Loans

B.6 The tolal amount of loans sanctioned and disbursed by the HBFC under al
the above programmes durng 198E-89 slcod al Tk. 88.06 crores and Tk. 72.84
crores respectively. These compared with the sanction and disbursemant of
Tk. 82.29 crores and Tk. 109.57 crores respectively during 1987-88. Upto June,
13284, the HEFC sanctionsd a 1otal of TK. 1,262.56 crores for construction of 78,740
housing units against which an amount of Tk, 1,718.97 crores was disbursed. The
Corporation recovered a tolal amount of Tk, 70.55 crores during 1958-89 as
compared fo Tk 55.15 crores during the preceding year. The amount of HBFC loans
oulstanding against all the programmes as on June 30, 1989 stood at Tk, 1,340.217
crores as compared to Tk. 1,231.77 crores as on June 30, 1988. The amount of
overdug HBFC loans stood at Tk, 184.21F crores or 13.7 percent of the oulstanding
at the and of June, 1888 as compared to Tk, 160.00 crores or 13.0 percent of the
outstanding at the end of June, 1988.

p = Provisional, |
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Sale of HBFC Debeniures

B.7 Total funds raised by the HBFC upto June 30, 1988 through sale of
debenturas to the Bangladesh Bank, the commarcial banks and the Sadharan Bima
Corporation stood at Tk. 1,243.80 crores which included Tk. 92,50 crores raised
during 1988-89. The Bangladesh Bank's financing of the HBFC debeniures
amounted 1o Tk. 768.85F crores uplo Juna 30, 1989 while the remaining amount of
Tk. 474,95 crores was financed by the commercial banks and the Sadharan Bima
Corporation.

Expert Committee for the House Bullding Finance Corporation

B.8 With a view 1o finding oul the causes of varous problems faced by the
Bangladesh House Building Finance Corporation and recommending solulions 1or
overcoming tham, an Expert Committee was constituied by the Governmeanl on
September 18, 1988 consisling of representatives from the Ministry of Law and
Parliamentary Affairs and the Bangladesh House Building Finance Corporation wilh
Mr. Mahbubur Rahman Khan, Deputy Governor of the Bangladesh Bank, as s
Chaimman. After elaborate debberalions and discussions, the Committee submittad o
the Ministry of Finance ils repon conlaining a good number of recommeandations
relating to loan recovery situatlon, and laws and principles govemning financing of
house building by the Corporation, B

Commarcial Banks' Financing of House Building

B.g The commercial banks continued 10 provide house bullding finance uplo
Tk. 5 lakhs {inclusive of any loan from the HBFC) and above Tk, 5 lakhs in appropnate
cases with prior approval of their respeclive Board of Direclors for construction of
residential houses as well as commercial buildings at an interast rate of 16.0 parcant
per annum. Leans disbursed by the patlonakised commercial banks in the houging
seclor during 1888-89 amounted fo Tk, 8.78 crores as compared to Tk. 8.12 crores
during the preceding year. The prvale banks exiended housing loans totaling
Tk, 7.92 crores including Tk. 0.06 crore provided by the loreign banks operating in
Bangladesh during 1988-89 as compared to Tk. 5.50 crores In 1287-88, The tolal
amount ol outstanding hnusal buiding leans extended by the nalionalised
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commercial banks, private banks and the foreign banks operating in Bangladash
stood at Tk. 189.14 crores as on June 30, 1989 as compared to Tk, 60.00 crores al
the end of June, 1988

Rural Housing Financing Scheme ol the Bangladesh Bank

8.10 The 'Rural Housing Financing Scheme' of the Bangladesh Bank introducad
in January, 1984 remained in force during 1988-88. Under this scheme, the
Bangladesh Bank confinued lo provide 100 percent refinance to the Participaling
Commarcial Banks (PCBs), namely, Sonali Bank, Janata Bank, Agrani Bank and Rupall
Bank Limited at 3.0 percent rate of inlerast per annum. Since introduction of the
scheme upto June 30, 1583, the PCBs disbursed a Iotal of Tk, 23.45 crores for
construction of 4,327 houses in the rural areas, Of this, the Bangladesh Bank
provided a tolal of Tk, 8 45P crores as refinance for canstruction of 1,474P houses
against the claime of Tk. 18.51P crores lor construction of 3,263F houses by the
FPCBs. Claims for Tk, 5.99 crores shown against knans extended for construction of
1,058 houses were cancelled on account of irregularity of the cases, whila that for
Tk. 4.07 crores against 731 houses were under conslderation upto the end of June,
1984,

Housing Loan of Grameen Bank

8.11  During 1588-89, Tk, 18.63 cromes were disbursed by Grameen Bank {0 ils
miemier borrowers for construction of semil-pucca houses as compared o Tk 23.25
crores during 1987-BB. The maximum amount of koan payable 1o each bormower was
raised from Tk. 18,0040 to Tk. 20,000 during the year under report. A refinance Emil of
Tk. 25.00 crores at 3.0 percent rate of inferest per annum was sanctionad to Gramaen
Bank under the Rural Housing Financing Schame of the Bangladash Bank during the
year under report. The amouni relinanced shall be repayable together with interest in
quarlerly instalments within a pencd of 20 years. Grameen Bank will disburse this loan
to the borrowers at 5.0 percent rate of interest per annum. A total of Tk 1863 croras
was provided 1o Grameen Bank under the above faciiity during 1988-89, of which
Tk. 015 crore was recoverad,

= Provislonal .



CHAPTER 1¥

PUBLIC FINANCE

Main Objectives of the National Budget for 1985-89

8.1 The liscal policy for 1988-89 was formuiated keeping in view Iha main
ohjectives of development of the agricultural and industrial sectors, enhancamant of
savings, investments and exports, creation of additional employmeant opponunilies,
siabifisafion of prices and alleviation of poverty. Tax proposals for the year weare
prepared in the light of certain basic principles of taxation, such as taxation according
o abilify, rational distribution of the burden of tax, simplification of tax collection
procadures and evalving a strong struciural base for laxation, &l¢. The dasired targals
for achievement under the above policies were ; increasing production fhrough
encouraging investment and acceleraling the pace of Industrialisation, protecting
domastic industries, reducing dependence on imports and checking smugghng. To
gncourage increased industial production, the rates of import duly and sales tax on
industrial raw materials ware substantially reduced in the budget. In fact, the palicy of
carrying oul modificalions and re-adjustments in the rates of impor duty and sales fax
was baing pursued [n the budgetary measuraes durng the lasl lew years not meraly for
raising revenue bul also lor harmonising the same with other policy-maasures
adopled for overall economic development,

Budget for 1988-89

9.2 The budgel estimales for 1988-8% envisaged lofal revenue receipts at
Tk. 617210 crores and 1ofal revenue expandilures al Tk. 5.2680.00 crores, keaving a
revenue surplus of Tk. 922.10 crores. The budget astimates ware subseguently
revised, placing revenue receipls Tk, 349.92 crofes lower al Th. 582218 crores and
revenue expanditures higher at Tk. 6.170.00 crores. As a resull, there was a deficit of
Tk. 347 B2 crores Inslead of a surplus of TH. 922,10 croras, The rise In revanue
expenditures occurred malinly due lo increase in food subsidies and higher
expendilures for social services, education and defence. On the other hand, (ofal
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ravenue receipls declined due 10 lower yield from all kinds of taxes as compared 1o
the budgel estimales.

2.3 The major heads of revenue receipts in the revised budgel for 1988-89
which showed increases over the orginal budgel estimates were as foliows:
Economic Services (+Tk. 40.02 crores 1o Tk. 92.30 crores), Dividend and profit frem
Mationalised Financial Institutions (+Tk. 22 00 crores to Tk. 185.00 crorag), Transport
and Communication (+Tk. 18.81 crores 1o Tk. 42.00 crores), Agriculture and Allied
Services (Tk, 13.83 crores to Tk. T8.00 crores), Other Mon-fax Revenue (+Tk. 7.28
crores 1o Tk. B8.50 crores) and Community and Soclal Wellare (+Tk. 4.88 crores o
Tk. 44.35 crores). On the other hand, the Important heads under which ravenue
receipis declined were | Income Tax (~Tk. 130.55 crores 1o Tk. 750.00 crores), Sales
Tax (—Tk, 97.50 crores o Tk. 540.00 crores), Import  Duties (—Tk. 47 50 crores to
Tk. 1,820.00 crores), Excise Duties (—Tk. 47,30 crores to Tk, 1,400.00 croras), Other
Taxes and Dulies (-Tk. 31,75 crores to Tk, 3080 crores), Ganeral Administration and
—ervices |-Tk. 13.B1 crores to Tk. 104.11 crores), Telegraph and Telephona
{-=Tk.13.08 crores to Tk, 110.00 crores), Motor Vehicle Tax (~Tk. 11,50 crores to
Tk. 20.00 crores), Interest Income (=Tk. 10.00 crores to Th. 220,00 crores), Land
Development Tax (-Tk 10.00 crores to Tk, 8500 crores) and Capital Revenua
(=Tk. 9.50 crores 1o Tk. 13.00 croras).

8.4 The major heads of revenue expenditures with increased abocations in the
revised budgel for 1988-89 werg . Subsidies [+ Tk. 538.31 crores o Tk, 715.65
crores), Social and Community Services (+Th. 347.96 crores to Tk, 720,15 crores),
Education (+Tk, 108.43 crores 1o Tk. 948.51 crores), Delence (+Tk. 90.37 crores lo
Tk. 1,014.87 crores), Assislances and Granls (+Tk. 30.61 crores 10 Tk.119.35
croras), Waler, Power and Fuel (+Tk. 27.07 crores fo Tk, 78.28 crores), Transpnr‘-l and
Communication” (+Tk. 1917 crores oo TH. 97.57 crores), Pension and Boliremen
Benefiis (+Tk. 18.20 crores 1o Tk, 14420 crores), General Services (+Tk. 5.71 crores
o Tk. 161.44 ¢rores) and Pokce and BOH (+Th, 6.48 crores (o Th. 368.99 crores),
These increases were parly offsel by declines in Unexpecied Expendilures
(=Tk. 194.00 crores fo zero), Interest on Foreign Debl (-Thk. 54.00 crores lo

" Excluding Rallway

a2



Tk. 483.00 crores), Foreign Affairs (—Tk. 24.32 crores to Tk. 68.56 crores) and
Secretanat (—Tk. 1.17 crores (o TK. 45.62 crores).

ADP flor 1988-89

9.5 The size of the Annual Development Programme (ADP) for 1988-89 which
was originally placed a1 Tk. 5,315.00 croras was subsequently revised downward by
Tk, 719.66 crores to Tk, 4,595.34 crores. Total foreign assistance in the revised
budget for linancing the ADP was placed Tk. 360.00 crores lower at Tk, 4,194.00
crores, On the other hand, the net deficit in domestic capital in the ADP declined o
Tk. 257.96 crores. As a result of ihe delicit of Tk, 347.82 crores in revenua raceipls
and decrease of extra-budgetary resources to Tk.154.01 crores, the deficit in 1otal
available resources stood atl Tk.399.68 crores (deficil in nel capital recelpts Tk.
287.56 crores, revenus deficit Tk, 347,82 crores, surplus in food budgel Tk, 92.03
crores and own linancing of autonomous bodies Tk, 154.01 croras).

Budget Eslimates for 1983-90

8.6 The budget estimates for 1983-90 piaced revenue receipls &t Tk, 7,180.53
crores and revenue expenditures at Tk, 6,900.00 crores, thus showing & ravenus
surplus of Tk. 280.53 crores (including effects of new taxes Th. 659.73 crores). Of
the total revenue receipis, Cuslom Duties are estimaled 10 yield Tk. 2,100.0{0 crores,
Excise Dulies TK, 1,600.00 crores, Income Tax Tk. 880.00 crores, Interast Income
Tk. 750,00 crores, Sales Tax Tk, 620.00 crores, Dividend and Profits from Public
Financial Institutions Tk 180,00 crores, Mon-Judicial Siamps Tk, 180.00 croras,
Telegraph and Telephone Tk. 170.86 crores, General Administration and Servicas
Tk. 111.34 crores, Land Developmen! Tax Tk, 80.00 crores, Agriculiure and Allied
services Tk, 79.00 crores, Dividend and Prolits from Mon-financial Pubic Enterprizes
Tk, 75.00 crores, Registration Tk. 70.00 crores and Residual lems Tk, 26433 crores,
Ot the 1otal revenue expenditures, Defence and Education account for Tk, 1,009 .42
crores and Tk. 970.19 crores respectively, Other major heads of expenditures ara
Interest on Foreign Debt Tk.508.00 crores, Social and Communily Services
finciuding VGD and Tes! Relief} Tk. 430.18 crores, Health and Population Control
Tk, 335.62 crores, Inlerest on Intemal Dakd Tk, 258.77 croras, Police and BDA
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Tk.394.00 crores, Unexpected Expendifures Tk.768.1 2" grores, General
Administration Tk. 185.46 crores, Subsidies Tk. 858.85 crores: General Services
Tk. 157 21 crores, Agricullure and Allied services TR, 15611 crores, Fiscal Services
TK.146.88 croras, Pension and Reliremeni Benalil Tk, 15535 croras, Forelgn Affalrs
Tk. 69.13 crores and Other lems Tk, 485.71 crores,

ADP for 1989-80

L R The size of the Annual Development Programme (ADP) for 1983-90 has
been estimated at Tk, 5,803.02 crores, This shows an increase of Tk. 1,207.61
craras or 26.3 percent over Tk. 4,595 34 crores of the revised ADP for 1588-89. Of
the tolal outtay, Th. 743.63 crores (12.8%) has bean allocated for Water Resources,
Tk, 7HLE0 crores (12.13%) lor Power, Tk. 53815 crores [(10.3%) for Transpord,
Tk. 480,27 crores (8.5%) lor Agrcullure, Th. 40597 crores (7.0%) for Industres,
Tk. 230.00 crores {4.0%) lor Upazilla Infrastructures and Assislances to Lpazilla
Parishads. AHocations for Education and Religion, and Sel-finance Schemeas of
Autonomous Bodies are Tk 344,79 crores (5.9%) and Tk. 342.82 crores (5.6%)
respectively, Other allocalions are @ Population Control  and Family Planning
Tk, 303.00 crores {5.23%), Physical Planning , Water Supply and Housing Tk, 270.32
crores {4.79%), Rural Development Tk. 265.33 crores (4.6%), Qil, Gas and MNatural
Resources Tk, 233.00 crores (4.0%), Greater Dhaka Flood Coniral Project Tk 150.00
crores {2.6%) and Other Sectors Tk, 724.84 crores (12.5%). The Annual
Development Programme for 1989-90 ervisages a lolal loreign  assislance of
Tk. 5,050.00 crores or 87.0 parcent of the lolal oullay as against 1.3 percent in the
ravised ADP for 1988-88.

Government Borrowin gs

Two-year Special Treasury Bills

2.8 The outslanding balances of bomowings by the Governmeant against Two-
year Special Treasury Bills' siood al Tk, 1.12 crores a5 on Juna 30, 1929 as comparad
o Tk, 1.17 crores as on June 30, 1988,

; Including Lump-sum aflocations for {.-nrrrpﬁah;d dewslopmnt prajecis.
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Governmen! ol Bangladesh (11.0 percent) Loan-1282

a4 The oulstanding amount against the 11.0 percent Gowvernment of
Bangladesh Loan-1992 floated in October, 1982, remained at the lasl years end
level of Th. 63.75 crores as on Jung 30, 1989,

Hon-Bank Treasury Bllls @11.5 percent Discount

.10 The outstanding balance of the Mon-Bank Treasury Bifls @1%1.5 parcan
dizscount stood at Tk. 5.08 crores as on Jung 30, 1989 as compared to Tk. 1.13
crores as on June 30, 1988,

'Matlonal Bond' for NMon-Bank Investors

8.11 The oulstanding balances of the 'Mational Bond' for Non-Bank Investors
stood al Tk, 116.44 crores as on June 30, 1983 as comparad to Tk, 128.90 crores as
on June 30, 1988. The bond was Issued for sale from December 1, 1285 and
remained on sale till September 15, 1986.

5.0 percent 'lhcome Tax Bond'

912 The outstanding amount of 5.0 percent Income Tax Bonds of the erstwhile
Pakistan Government held by Bangladeshi nationals and instifutions as on June 30,
12859 remained unchanged at 1hea level of Tk. 0.78 crore as on June 30, 1588,

G.P MNotez/Stock Certiflcatos

8.13 The oulstanding amount of 5 percent G.P Notes' Stock Cerdificates of Ihe
arstwhile Pakistan Government and its Provincial Government held by Bangtadeshi
nationals and Institutions, liabilities of which have been accepled by the Government
of Bangladesh bul awailing redemption stood at Tk, 2.31 crores as on Juna 30, 1989
as compared o Tk. 2.32 crorgs as on Jung 20, 1928,

5.0 percent Mon-Magotiable Bonds

9.14 The amount of 50 percent 'Non-Negofiable Bonds' |ssued by the
Government of Bangladesh to the shareholders of nationalised industries as



compensation stood at Tk, 13.66 crores as on Juna 30, 1989 as compared lo
Tk, 13,61 crores as on Jung 30, 1888, As against the total bonds issued, an amount
ol Tk. 13.24 crores was paid as maturily value, leaving an culstanding balance of
Tk. 0.42 crore as on June 30, 1989,

B.0 percenl Savings Bonds

8.15 The amount of 8.0 percent Savings Bonds issued by the Govarmmeani ol
Bangladesh against 100 Taka demonetised noles as on June 30, 1589 remainad
unchanged at the preceding year's end level of Tk. 1.88 crores. Out of this, payment
of maturity value was made for a lofal of Tk, 1.75 crores, leaving an outstanding
balance of Tk. 0.13 crore as on June 30, 1989,

Instruments for Mobllisation of Savings

Pratirakkha Shanchaya Palras

9.16 The Sale of Bangladesh Pratirakkha Shanchaya Patras through the banking
gactor amountad o Tk. 44877 crores as on Juna 30, 1989 as againsi Th. 365.53
crofes as on June 30, 1988. Sale and encashment of Pralirakkha Shanchaya Pairas
during the year under review werg TH. 110.34 crores and Tk, 30.50 crores
respectively

Bonus Ehﬂna::h-ajrn Palras

917 The net sale of Bonus Shanchaya Patras through the banking sector
amaunted 1o Tk, 44,38 crores as on June 30, 1989 comparad 1o Tk. 28.42 crores as
on June 30, 1988. Sale and encashment of Banus Shanchaya Patras during the year
ware Tk, 20.88 crores and Tk, 5.00 crores respaciively.

S-year Bangliadesh Shanchaya Palras

918  The net sale of 5-year Bangladesh Shanchaya Palras through the banking
sector amounted 1o TK. 80.26 crores as on June 30, 1989 compared 1o Tk, 24,04
crores as on June 30, 1988, Sales and encashmani of 5-year Bangladesh Shanchaya
P=tras during 1988-89 were Tk. 39.30 crores and Tk, 3.08 crores raspeciively.
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Bangladesh Prize Bonds

89.1% The cumulative net sale of 10-Taka Bangladesh Prize Bonds amounted o
Tk, 15.15 crores as on June 30, 1989 as compared 1o Tk. 14 55 croras as on Juna
30, 1988. The sale and encashment of 10-Taka Prize Bonds during the yaar stood at
Tk, 8.14 crores and Tk. 7.54 crores respectivaly. Eighty six bi-monthly draws for 57
series of the Bond were held upto June 30, 1989,

920 The 50-Taka Prize Bonds were introduced on Oclober 31, 1388, The
cumulative nel sale of 50-Taka Prize Bonds amounied lo Tk, 23.93 crores as on June
30, 1888 compared lo Tk. 22.65 crores as on June 30, 1988, The sale and
ancashment ol 50-Taka Prize Bonds during the year stood at Tk, 18.13 crores and
Tk. 10.79 crores respeclively. Twenly one bi-monthly draws for 13 sarles ol the Bond
were held upto June 30, 1983

=ale of Savings Instrumenis o Bangladeshl
Wage Earners Working Abroad

.21 The sale of Prize Bonds and Shanchaya Palras 1o Bangladeshi wage earners
in the LLA. £ and the U, K. during the year remained unchanged al the preceding
year's level of Tk, 0.61 crore,

Wage Earners' Developmen! Bonds

89.22 The amount ol Wage Eamers' Development Bonds scld by different banks
stood at Tk. 110.43 crores as on June 30, 1989 as compared fo Tk. 84 61 crores as
on June 30, 1888. Out of thig, payment of surrender value has been made lor a 1olal
of Tk: 15.41 crores, leaving a balance of Tk, 95.02 crores as on June 30, 1989,
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CHAPTER X

BALANCE OF TRADE AND PAYMENTS

Trade Balance

10.1  The batance of trade [visible exporls less visible imporis) ol the counlry
showed some deterloration during 1988-89. The deficit in the trade balance
increased by $ 294 million or Tk. 1,107.6 crores to § 2,094 million or Tk. 6,731.6
crores in 1988-89 as compared to $ 1,800 million or Tk, 5.624.0 croras in 1987-88.
This was due mainly 1o larger import payments of § 3,375 million durng the year under
reporl which representad 13.0 parcent increase over § 2,986 milkon in 1987-88. In
Taka terms, impor payment stood at Tk, 10,8477 crores during 1388-B8 which was
16.3 parcent higher than Tk. 9,328 & crores in the preceding year.

Imporl Paymenis

10.2 During 1988-8%, impors financed by Cash, Barter and Special Trade, Wage
Earners’ Schema, Loans/ Credits and Granls amounted to Tk. 1,358.7 croras
{12.5%), Tk. 584.1 crores (5.4%), Tk. 4,613.1 crores (42.5%), Tk. 2,311.0 crores
{(21.3% and Tk. 1,980.8 crores (1B.3%) respactively. Long-term loans/credit received
from foreign govemmentsinstitutions, etc. were ufiised for impor under food
{Tk. 176.B crores), non-lood project (Tk. 1,708.1 crores) and non-leod non-project
(Tk. 426.1 crores), Food and non-food imports under Grants during 1988-89 stoad at
Tk. 729.4 crores and Tk. 1,251.4 crores respeclively. Import payments under major
heads during 1987-88 and 1988-8% are shownin Table 10.1.



TABLE 10.1

MERCHANDISE IMPORTS (PAYMENTS)

1987-88 1988-89 (Provisional)
Commodily :
Crore Tk Million US §| Crore Th Milkion US §
1. Food grains 1.527.7 489 1,224.5 381
a) Fice (468 .6} (150) {54.6) {17)
b) Wheat (1,059.1) (339} (1,169.9) (B4}
Edibte oil and oil seeds 413.1 132 407 .6 127
Petroleumn crude and
petroleum producls 6245 200 823.0 2586
4, Colton 160.1 51 158.9 49
&, Texlile yam 110.2 a5 118.4 ar
6. Ferilizers 104.4 33 1431 45
7. Chemicals 563.0 180 611.4 190
B. Cement 148 4 48 191.5 60
8. Sugar 497 16 83.2 26
14, Capital goods and
olher accessorias 2.673.3 BSE 3.5021 1,080
11, Qdhers 2,954 2 348 3,584.0 1,114

Total Imports (C&F) 9.,328.6 2,986 10,847.7 3,375

* Sourca | Slatistes Department, Bangladesh Bank

Exporl Receipts

10.3 Receipls from exporis a1 Tk 4,116.1 crores during 1988-89 were Tk, 411.5
crores or 11.1 percent higher than Tk.3,704.6 crores during 1387-88. In dollar
terms, export earnings increased by § 95 milion or 8.0 parcent 1o $ 1,281 milion
during 1988-89. The higher export receipts during 1388-89 were attributable mainly
Io increased earnings from lerilizers, jule goods and readymade garmenis.
Earnings from lerilizers incréeased by Tk 118.6 crores or 236.7 percent to
Tk. 168.7 crores, [rom jute goods Tk, 83.9 crores or 9.6 percent o Tk 859.7 crores
and from readymade garmenls Tk. 9.9 crores or 7.0 percent 10 Tk. 1,378.0 crores
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during 1988-82. Exporl @amings from raw jute and jule goods during the year stood
al Tk. 268.3 crores and Th. 959.7 crores respeclively as compared Yo TK. 263.1 crores
and Tk. 875.8 crores respactively in the preceding year. Although export eamings
from jute and jule goods together increased by Tk, 89.1 crores or 7.8 percenl during
the year uncer repor, their contribufion in the tolal expont eamings declined from
30.7 percent in the previous year to 29.8 percant during 1988-89. Exporl recaipls
undar the major heads during 1987-88 and 1988-83 shown in Table 10.2

TABLE 10.2

MERCHANDISE EXPORTS (RECEIPTS)

1987-88 1988-89
Commodity
Crore Th. Million US| Crore Th. Milion U5 §

1. RawJute 263.1 B4 268.4 83
2. Jule Geods 5758 280 8958.7 299
3. Tea 119.2 ag . 1362 42
4. Leather 4228 136 450.1 140
5. Fish, Shrimps and

Frog legs E04.1 152 535.3 167
6. Readymade Garments 1,288.1 412 1.278.0 425
7. Naphiha, Furnance oil

and Bitumen 449 14 51.8 16
8. Mewsprint 19.2 f 135 4
8. Fenilizers &50.1 16 168.7 52
10. Dthars 117.3 38 156.5 45
Tolal Exports (f.o.b) 4,704.86 1,186 4. 116.1 1,281

* Sowros ; StEtsscs Departmen], Bangladesh Bank,
The Services Account

10.4 The deficit in the Services Accounl {i.e, invisible receipts less invisible
payments) increased to Tk, 478.8 crores ($ 149 million) In 1288-89 from Tk. 445.1
crores ($ 144 million) in 1387-88. This was dus malnly t¢ Increased payments undar
ihe heads ‘Interast Paymemts' and Travel' during 1988-83,
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Overall Balance ol Payments

10.5 The overall balance of paymeants of the country showed a surplus of Tk, 17.6
crores (% 6 miffion) during 1988-89 as compared fo the surplus of Tk, 425.9 crores
(% 136 milllon) during 1987-88. Nel receipls undaer Private Unrequited Transfers
during the year under repord increased by Tk 224.9 crores (§ 48 million) to
Tk. 2,686.0 crores (% 836 milion) from T, 2,461.1 crores (§ 788 million) in 138 7-88.
The deficit in the current account balance increased by Tk 913.4 crores (§ 251
million) to Tk. 4,524.4 crores ($ 1,407 million) during 1988-89 from Tk, 3,611.0 crores
(% 1,156 million) in 1987-88 due mainly to an increase in deficits in the commodily as
well as the services account. The overall balance thus recordad the above contraction
in surpius despile an increase in the net inflow of capital from Tk. 4,036.91 crores
(% 1,292 million) In the preceding year 1o Tk. 4 542 .02 crores ($ 1.413 milkon) during
1988-89.

Remiltances by Bangladeshl MNatlonals Abroad

108 Foraign exchange remitflances by Bangladeshi nalionals working abroad,
specially in the Middie-East, have been playing a vital role in praviding substantial
suppor 1o the country’s balance of payments during (he last lew years. Remillances
by overseas Bangladeshis increased by 7.5 percent o Tk, 2,477.4 crores {§ 771
million} during 1988-89 a5 comparad 1o Tk, 2,303.9 croras (3 737 million) in 1987-88.
Remittances by Bangladeshi nationals working abroad during the kast 10 years have
been shown in - Appendix Table 17.

Forelgn Exchange Reserves

10.7 Convertible foreign exchange reserves heid by the Bangladesh Bank
{including reservas with the IMF) increased from 5 856 million {Tk, 2,656.3 crares) al
the end of June, 1988 fo a record level of § 1,161 millien (Tk, 3,747.4 crores) al the
end of February, 1889. The reserves, however, declined 1o § 913 milkon (Tk. 2.845.4
crorgs) by the end of June, 1989, Data ralating to the levels of lorgign axchange
reserves heid by the Bangladesh Bank during the last 10 years have bean shown in
the Appendix Table 15.

! Includies Grant o Th. 2,570.5 crares {3 B25 million) undier ‘Official Unrequited Transbars’.
2 Includas Grant of Tk, 2,188 4 grores (5 680 million) undaer Tficial Winrecguited Transhars”,
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Terms of Trade

10.8  An analysis of the terms of frade of Bangladesh reveals that the Commaodity
Terms of Trade recorded some improvement dua la highar increase in export prices
than in impord prices during 1987-88 as comparad 1o (hosa in 1986-87, However, the
Income Terms of Trade dancted a detenoration of 11.78 percent due to a decrease in
the expord volume. On the contrary, the commodily terms of trade deteriorated by
10.13 percent due to much higher increase in import pricas than in export prices
during 1988-89. As a resull, despite an increase in expor volume, the Income Terms
ol Trade recorded a deterioration of 4.74 percenl due fo deterioration in the
Commaodity Terms of Trade during the year under report. Export @arnings would have
boen higher if the above detenoration in the terms of trade had not taken place. The
irend in terms of irade of Bangladesh is shown in Tabla 10.3
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TABLE 10.3

COMMODITY AND INCOME TERMS OF TRADE OF BANGLADESH

{BASE 197 5-TE6=100)
Perod! | Export Price | Impont Price | Commedity’| Expent Income Terms
Yaar Index (A Index (B) Tarms o Yolume of Trade {E)

Trade () Index {0

1980-81 174.99 166.08 105.36 104,91 110.53
1981-82 167.66 194,74 BE.0% 115.E3 898.72
1982-83 204 .51 205.71 95.42 131.53 130.77
1983-84 253.27 210.82 120014 127.66 153.37
1984-85 2583.65 201.31 175.67 106.21 186.58
1985-86 279.90 208,12 135,79 131.61 178.72
1986-87 263.53 165.77 158.97 154.06 244,91
1987-88 A00.67 187,29 160.54 134 .58 216.05
1988-89° 311.02 215.57 144 28 142 64 205.80
" Prowcssonal,

Siirce | Flannng Commissson.
Formsil g

1. Cammadty Terms of Trade [T -é'!lx fod.

2 Income Terms of Trade (E] = X0 .
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CHAPTER Xl

FOREIGN AID

11.1  Foreign aid commitments to Bangladesh during 1988-89 stood al § 1,865
million as compared to § 1,530 milion during the preceding year. Tolal commitments
made since independence 1ill the end of June, 1585 slood at § 23,528 million, of
which § 11,258 milfion or 47.0 percenl represented grants. Tolal disbursermenl of
foreign aid during the same period stood at § 18,918 million or 79.1 percent of the
total commitmanis. Of the tolal disbursement, § 9.583 million or 50.7 parcant
represented loans and the remaining $ 9,336 million or 439.3 percent grams. Tolal
oulstanding level of Bangladesh's external debt as on June 30, 1589 stood at
$ 9,480 million as comparad to § 8,675 milkon at the end of June, 1988,

11.2  Alhough the level of '[nmign aid commitments during 1985-89 stood 19.4
percent higher than in the preceding year, aclual disbursemants al § 1,669 milfion
indicated an increase of 1.8 parcent only compared to $ 1,640 milllon disbursed
during the previous year. Estimales of lood aid al $ 227 million during 1985-89 was
24.3 percent lower than § 300 millon received during the preceding year. Estimates
ol commeadity aid al § 538 million during the year was 5.7 percant higher than § 505
million recelved during the previous year. Estimates of project aid during 1588-68 at
$ 904 million was 8.8 percent higher than $ B31 million received during the precading
year. Category-wise disbursement of foreign aid during the last five years and
projection for 1989-90 are shown in Table 11.1.

Rivised
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TABLE 11.1
DISBURSEMENT O©F FOREIGN -AID
{Millian US Dofar)
Year

Category 1984-85 | 1985-86 | 1988-87 |1987-88 |1088-8% 1989-90
(Prejection)

Food Aid 244 203 225 a00 227 d26

Commodity Aid 432 393 403 09 538 469

Projact Aid 541 710 ag7 831 an4 1.066

Total : 1,267 1,306 1,585 1,640 1,663 1,861

11.3 Bangladesh made paymenis of § 131 million as principal {excluding
repurchases from the IMF}), and $ 150 million asinferes! during 1988-89. Thus, the
net inflow of foreign aid inio the country during 19838-89 stood al 5 1.328 million
which was $ 23 million or 1.7 percent lower than $ 1,351 million during the previous

year.

" Rovisad,
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CHAPTER Xil

TRANSACTIONS WITH THE IMF

12.1  Bangladesh purchased, in two phases, SDR 38.81 milicn and SDA 18.69
milkion respeclively, totalling SDR 57.50 milion as the third instaimean under the
Sitructural Adjustment Facillies (SAF) of tha Intemational Monatary Fund {IWMF) during
1288-89. It may be mentioned that Bangladesh received an addilional drawing [acisly
ot SDR 18.69 million as a result of enhancement of the third instalment from 13.5
percent to 20.0 percent. Besides, Bangladesh purchased SDR 71.87 million as
Emergency Assistance durlng the year. As a result, the total amount of SOR
purchased by Bangladesh from the IMF stood at SOR 12937 milkon.

12.2 Bangladesh repurchased a total of SDR 80.52 million against purchasaes
made under various faciiilies of the Fund dunng 19838-83. During the same period,
Bangladesh paid SDR 33.39 million as charges lo the Fund. Thus, the net receipl of
Bangladesh from tha Fund stood at SDR 1950 million equivalant o § 24.20 million
during the year. Bangladesh's transaciions with the IMF are shawn in Tabla 12.1.
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TABLE 12.1

TRAMSACTIONS WITH THE IMF

(in milion SDA) 1

Dutstanding Purchase Repurchase | Dulsianding
Facililes Drawangs | Liabilites during turing Liabties

as on 30.6.88 1988-8% 1988-8% as on 30.6.89
Stand-by Arran-
gemeni, 1983 6E.40 65.70 —_ 570 —_—
Extended Fund
Facility, 1880 110.00 50,23 - 18.34 31,89
Trust Fund,
1877-21 121.78 27.80 — 1700 10,80
Structural
Adjustment
Facilily, 1987 20125 143275 5750 - 201,25
Compeansatony
Financing
Facility, 159487 Bi. 90 BE.90 — — E8. 90
. F.F -Caraal
Facility, 1985 54,595 54.95 = 27 48 2747
Stand-by
Arrangement,
1985 180.00 180,00 e 12.00 168,00
Emargancy
Assistance,
1588 T1.87 — T1.e7 = T1.B7
Total : 551.33 128.37 ao.52 600,18

12.3 As a result of ihe above transaclions, the oulstanding level of Rabilities of

Bangladesh to the IMF at the end of June, 1988 stood al SDR 600,18 million
equivaient to US § 748.06 milion. The outstanding level of liabilities had stood at
SDR 551.53 million equivalent to US § 722.58 million a1 the end of June, 1988,

S0R 1 =% 124538 as on Juna 30, 1983
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CHAPTER XN

TRADE POLICY

Export Policy and Targed

13.1  The trade pobicy of Bangladesh for 1988-83 was formulated keeping in vigw
the objectives ol assisting productive activities and reducing deficit in the current
account of the country. Accordingly, the policy sought to make further simplification
and beralisation of impord trade as well as diversification and expansion of the expor
seclor. Export earnings' during-1988-89 slood at Tk 4,.079.00 crores (§ 1.286.94
million} which was 7.2 percent higher than the eamings of Tk. 3.806.76 crores
{3 1,231.20 million) during the preceding year, bul 2.3 percent lower than the targed
ol Tk.4,495.00 crores for the year. The exporl target tor 1988-89 could nof be
achieved due mainly to decling in earnings from jute goods, keather and agriculiural
products. Economic aclivilies in the country were serously disrupled during 1988-83
due 1o unprecedented floods in 1he beginning of the year and severe cyclenic slorm
and the subsoguent tidal bore. Az a resull, expor programme of the counlry also
suffered a setback. Moreover, the instability and Increasing compelitiveness in the
international market also adversely affected our export trade The exporl price index
denoted an increase of 3.4 percent, while the export volume index increased by 6.0
percent during the year under report.

13.2  Wilh the aim of achieving the overall obiectives lor development of expors,
Ihe fellowing measures were adopled In the export policy for 1288-89 :

1) The high-powered “Exporl Credit Moniloring Committeg’ constituted
under the Chairmanship-of the Governor, Bangladesh Bank would
comfinue o work as a permanent commetlee rom 1988-89;

2] Adoption of a 4-year crash programme lor the development and
expansion of four non-iraditional lems, namely, loys, luggage and

" Source - Expart Promotion Bureai,
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3)

4)

5

&)

7)

&)

fashion arficles, electronics and leather goods with a view to acceleraling
the pace of exporl earnings;

Continuation of prorly 1o lrozen foods and electronics as “Thrust
Sectors' during 1988-89,

To encourage the sale of locally manutactured enginearing goods as
‘deamead exports’ against foreign exchange under international tendar,
necessary arrangements were made for issuance of 'Bid Bonds' al a
reasonably reduced margin by the commercial banks in favour of
suppliers of such goods;

Dacision 1o bring some new non-traditional expor flems, such as, waste
colion, button, industrial alcohol and drop-oul fuseé under 100 percent
and looth paste and snow under 70 parcent XPB eniitlemenis
respectively on the basis of value addition, Besides, provisions werg
made for payment of XPB al (he rate of 70 percent to elécironic goods,
toys and luggage and fashion aricles in case of use of local raw materials;

Realignment of the XP8 rates on expor of readymade garments, hosiary
and knitwear, silk producls and specialised and household lextiles
Provigions warg akzo made 1or making commodily-wise realignmeants of
the XPB rates, in case of need, by the Ministry of Commerce upon
recommendalion of the XPB commiitee, subject fo a maximum
antitiement nol exceeding 100 percenl, Besides, as in the case of
readymade garments, provision was also made lor paymen! of cash
subsidy as an allarmative arrangemant, al the rate of 15 percent aof the
FOB value of expors of hosiery and specialised taxiles;

To bring "Project Exports’ under the purview of 'deemed axpors’;

To place greater emphasis upon increéasing activilies of the concerned
authorities for readjusiment of the rales of duly-draw-back payabde in the
cases ol all kinds of traditional and non-traditional items al the end of the
year, as also tor bringing new iterns under the flal rates. Simullanaously,
decision was iaken for simplifying and expediling the process of
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determining commaodily-wisa llal rates with a view o encouraging sake of
bocaly produced industrial goods as ‘deemed expors’ against loreign
exchanges under international tender;

%) Relaxalion of the ban on de-oiled rice bran and wheat bran;
10) Dedcision lo allow export of surplus molasses;

11) Facility lo imporn wel-blue leather by the export-orented tannery units
producing finished leather;

12} Higher priority attached to the commercial produciion of 'ges lextile’ as a
mieasure of product diversification;

13} Introduction of an integrated credit programme for the cultivation of
shrimps and frags; :

14} Decision 1o impose a ban on slavghterng of catlle, goats and sheep
balow a certain age-imil excepl during the Eid-ul-Azha wilh a view lo
Increasing the size and improving the quality of exporable lealhar;

15} Imposition of ban on the expon of unsplit bamboo, cane and wood kog.
impart Pollcy

133 The Impor Policy for 1988-89 provided for import target of Tk.T 278.00
croras which was 29.0 percent higher than the allocation of Tk.5,641.00 crores in
1587-88. The value” of imports during 1988-89, however, slood at Tk.8,637.987
crores which was 7.18 percenl higher than the actual impons of Tk.B,059.00 crores in
the preceding vear. O the tolal allocalion of Tk.7,278.00 crores dunng the year,
Tk, 5,125.00 crores {70.42%) wera lo come from Wage Earners' Scheme/Secondary
Exchange Markel and Cash, Tk, 1,573.00 crores (21.70%) from Commodity
Assistance and Tk, 574.00 crores (7.88%) from Barer and Counter Trade. The
sectoral shares of the import allocation were | Private Sector industries Tk. 3,405.85
crores, Public Seclor industries Tk. 835.00 crores, Commergial impors {Private)

* Sowon | Bangladesh Buresy of Statsncs,
P =Provisional.
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Tk. 1,600.00 crores, Commercial impors (Public) Tk, 347.15 crores, POL
Tk 1,000.00 crargs and Cash Reserve Fund T.20.00 crores.

13.4

The main features of the Impor Policy for 1988-82 ware:

1}

2}

3)

4)

5)

&}

7)

8}

)

10)

Substantial contraction of the 'Banned List' and the "‘Reslricled List’ of
importable items by necessary madificaionrevision and withdrawal of
103 oul of 292 items in the Bannad kst and 73 oul of 226 itams in the
Restricted List of the impon Policy for 1987-88;

Introduction of the Harmonised System o Nomenclalure lrom 1288-83
instead of the existing systermn ol classitying iImpor commodities on the
basiz ol ITC schadula;

Imposition of a celing of Tk.10.00 lakhs in respect of the import of 8
selected: items in order to check their monopoly business by big
imperers, thereby profecting the interest of the small importers,

Provision for free Impord of powdered milk in bags,
Provision for free import of raw calion;

Provision for free import of crude rubber by the recognised industrial
units uplo B5 parcant of their enbiflements and the rast 15 percen uwpan
permission by the Bangladesh Forest Development Corporation,

Fixation of the target for salt impor at 3 lakh melric tons and arrangemeant
1o import sugar through the TCB;

Enhancement of the limit for impod of used and recondilioned
machinery from Tk, 25 lakhs 1o Tk. 35 lakhs for the purpose of setling up
of new plants and modermisation and expansion of the existing ones;

Enhancement ol the ceiling for impon of capital machinery and
accessones for industrial use from TR, 5 lakhs 1o Tk, 10 Iakhs;

Pemission for impon of G.P. sheets and C.1. sheets upto 26 gauge and
over based on their manufacturing ingredienis freely,
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11} Provision for frae impoert of M.S, billsl on commercial basis;
12} Provision for free impord of lacsimile machineg,;

13) Prohibétion of the impor of ships made of steel and wood upto 2,000
DWT, keeping import ol refigerated ships oulside the ban as the same
are not built in the country;

14) Relmposition of the ban onimpod of cycle and rickshaw tyres of
2B"X 112‘ wilh C&F value upto Tk, BS Instead of exisling Tk, 61 per lyra.

Import Licences

13.5 The value of import licences' issued during 1988-89 siood al Tk.7,372.21
croras (101.3% of total allocation), This compared with licences Issuad worlh
Tk.5,553.42 crores or 98.4 percenl of tolal allacation dunng 1587-88. Of the total
value of licences issued during the year, Tk.5, 784 33 crores (78,5%) werg financed
from Sacondary Exchange Markel (SEM), Tk.1,240.08 crores (16.8%) under
Aid/l_can'Credit/Grant, Tk.347.18 crores (4. 7%) under Barter/STA and Tk.0.62 crore
under Cash. The sectoral shares in the icences issued were as follows . commarcial
importers Tk.2,428.99 c¢rores (33.0%). industrial consumers {privale) Tk.2.852.59
croras (40.1%), POL Tk.933.43 crores (12.7%), Seclor Corporations Th.776.94
crores (10.5%) and TCH Tk.280.26 crores {3.8%)

Value of Imporis

13.6 Total value of merchandise impons? (including food and imports under
project aid, but excluding impors made through land cusloms) during 19838-89 sicod
al Tk.8,637.98" crores {$ 2,687.40 milion) as compared to Tk, 8,059.00 crores
($ 2,579.52 million) during 1987-88, Of the total impors during the year, he shares
of lood and live animals slood at Tk, 1,591.84 crorgs, crude malerials inedible excepl
fuel Tk, 394,68 crores, mineral fuels, lubricants and related matedals Tk. 1,117.03
crores, animal and vegelable cils and fats Tk, 662.15 croras, chamicals, drugs and

! Source | Chisf Controfier of Imparts and Exporis

% Saurce - Bangladesh Burgau of Statistics
* Exchuding FOL impoat valse.
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medicings Tk, 953.65 crores, manufactured goods classified chigfly by materials
Tk. 2,441.20 crores, machinery and transport equipments Tk.1,284.36 crores and |
others Tk.193.07 crores.
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CHAPTER XIV
TRADE AND PAYMENTS AGREEMENTS

14.1  Atotal of 10 (len) new trade agreamants wera signed between Bangladesh
and other countries dunng 1988-89. These compared with 12 {twelve) agreemants
signed during the preceding year. Of the agreemenis signed during 1958-85, the
barier agreameni with Poland (Barler Prolocol No. 7)) became eflective from
September 24, 19587 and will remain vakd upto June 33, 1250, The barfar agreement
signed with the Soviet Union (Barier Protocol Mo, 17) became efleclive from
December 31, 1987 and remained valid till December 31, 1988, Three Spacial Trade
Agreements (STA) signed with Switzerand, namely, BEXIMCD-COMTRADE STA,
Transcom Andre STA and Ele-COMTHRADE S5TA as also two other agreements
namely, Nisu-Abdur Razzak STA signed with Singapore and Meenhar-Slopefiald STA
signed with the United Kingdom became ellectiva fram February 14, 22, 23, 27 and
March 1, 1988 respectively and these will remain valid upto December 31, 1988,
Besides, the special trade agreemeants TCH-Voes! Alpine STA, Ausiria and TCB-
Elders, 5TA-2, Australla signed on September 16, 1987 and March & 1988
respeciively will remain vafid upto September 15, and 30, 1989, COn the other hand,
the STAs viz., TCB-CGL STA, Austria, TCB-Mitsui STA, Japan and TCB-ACSA 5TA-
4, Swilzerland which became effective on January 6, 1988, March 20, 1988 and Apfl
18, 1988 respectively expired on June 30, 1989, May 9, 1382 and April 19, 1383.

14.2 Under the agreemenis signed during 1988-89, axports from Bangladesh
consisled mainly: of raw Jute, |ute goods, jule ropefwine, jule carpel, jule yarm, jule
bag, ple cloth, jute handicrafts, frozen shrimps, rozen fish and sea food {excluding
shrimp), leather (wel blue, crust and finished), leather products, tea and packe! tea,
readymade garments, specialised lextiles, handioom products, cloth, tobacco and
tobacco products, lelephone and electric cables, supar enamalled copper wire,
transiormer, bicycle tyre and ubes, urea lerilizer, tea procassing machinery, slainless
razor blade, G.|. pipe, ceiling fan, synthelic fibre, drugs and medicinal herbs, spices,
plastic sheel, nylon yam, viscose yarn, diesel engine, ceramic products, looth pasie,
cosmetics, stainless steal, cutieries, padlocks, jelly, jam, fruits and fruil juice,
handicrafls, glycerine, shark fins, newsprint, household ulensils and slalionary



products, books and paeriodicals, cinematographic films, etc. Impors intc Bangladesh
consisted mainly of wheal, sugar, salt, cement, coal, soybean oil, palm oil, mik food,
drugs and medicinal herbs, TSP fedilizers, bilumen, raw cotton, lght industrial
products, pig iron, sleel billel, B.P. sheel, aluminium ingot, M.S. billet, tyre and tubes,
chemécal products, painls and varnishies, bleaching powder, =oda and causiic soda,
sulphur and phosphoric acid, high speed diesel, scentific and surgical instrumans,
scientilic equipments, radio transmilter, X-ray films, fools used in building roads,
machinary and lools for Bangladash railway, dried and ftresh fruits, books and
perodicalzs, cinematographic films, atc.

143 Table 141 gives a briel description of Ihe agreemants signed during
1988-89,

TABLE 141

TRADE AGHEEMENTS

ok, Date of Couniry/Party Value of commodly
Mo, Agraamen lor exchange each
way (milkon LIS §)
1. 19.7.88 Bangladesh-China Barer
Pratocol Mo, 11 a0 Million
2. 1.8.88 Bangladesh-Hungary
Special Account Mo, 10 48 "
3. 1.8.88 TCB-Khater (Hongkong) CPA 234 "
4, 1.9.88 Bangladash-Bulgaria
Barler No. 12 7B "
=, 16.1,69 Misu-Skopefiaid
STA, Singapore 11.2¢7 *
6. 22.2.89 TCB-LDC 5TA, London a -
2 27.3.89 Bangladesh-LUSSH "
Barler Prolocol Mo, 18
B. 30.3.89 TCB-HERCROSS STA 15 *
8. 15.5.89 Senali/abssh-COMTRADE
STA, Switzerland 4 *
10. 15.5.89 Nipa-Siopefield STA,
Singapore 4 -
* Walus not delermingd.

Source - Exchange Coningl Depanment, Bangladesly Bank.
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CHAPTER XV

MAJOR EXPORT COMMODITIES

15.1  Non-traditional exports conlinued 1o play a dominant role in the expor trade
of Bangladesh during 1288-89, However, the pace at which contribufions of these
export items had been increasing slowed down to some exlent during the year due to
incragsing prolectionist trend and an increase in the supply of relevant commodities
in the infernational market. The contributions of non-traditional expors {excluding raw
jute, jute goods and tea) in folal expor! earnings in 1980-81 which had stood at 32.1
percent only increased to45.9 percant by 1385-86 due malnly to substantial increase
in the export of readymade garments and frozen foods (lish, shrimps and frog-legs).
The ratio increased 1o 57.8 percent in 1886-87 and further to 66.1 percent in
1987-88 due, particularly, fo the large scale expansion of the readymade garmanls
Industry. But, the éxporl growth of readymade garments becamea relatively slackenad
due o infreduction of ‘guola’ restriction as well as increased competitiveness in the
international market. As a result, the contributions of non-traditional exports increased
only marginally 1o 66.9 perceni during 1988-88. Export earnings from [raditional
items; on the other hand,; recorded an Increase of 5.5 parcent alhough their relative
contribution in tolal expont earnings declined somewhat during 1988-89.

Traditional Export llems
Raw Jute

152 Production of raw jute was severely affected by floods during 1988-89. The
area under jule cullivalion increased by 7.0 percent from 12.5 lakh acres in the
previous year 1o 13.4 fakh acres during 1988-89. Standing jute crop in 0.18F lakh
acre was complately washed away by tha llioods. However, lofal raw jule production
i the country recorded a modest Increase of 2.3 percent o 44.40 lakh bales during
1988-89 as compared 1o 43.40 lakh bales during the preceding year. Total availability

* Sowrces: Minstry of Jule, Expont Fromobon Bumasy and Bangladesh Bank
P =Fravisional
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of raw jute {including a carmryover slock of 32.10 lakh bales) stood 7.2 percent lower al
76.50 lakh bales during the year as compared o 8240 lakh bales dunng 1987-88,

15.3 Export of raw jute increasad by 20.5 percenl to 16817 lakh bales during
1988-89. An increase in darmand and risa in prica In the intermational markel were the
raain condribulory factors for the increase in raw jule exporis during the year. The
pubke and private sector expori of raw jule during the year under repor glood al 253
lakh bales (18.1 percent) and 13.24 lakh bales (81.9 percent) respaclively as
compared 1o 258 lakh bales (19.2 percent) and 10.84 lakh bailes (80.8 percent)
respechvely during 1987-88. The average expor price of raw jule at Tk. 1,908,165 par
bale during 1988-89 was 3.0 percent higher than Tk 1,851.98 per bale during the
previous year. Ag a resull of increase in both price and quantity, expor aarmings from
raw jule increased by 24.0 percent o Tk.308.55 crores during the curren! year as
compared o Th.242.09 crores eamed during 1987-88.

15.4 The annuai average price ol raw jula at the growers' level-slood 16.0 parcent
lower -al Th.251.00 per maund during 19388-89 as compared o Th.299. 00 during the
previpus seascn. Despite a decling in the overall supply of raw jule in the internal
markel, the growers' level avarage price appears o have ruled lower than in the
previous year due mainly 1o a fack of proper and timely decision and planning lor
purchase of jple. Of course, an upward trend, thowgh nomingl, was discemed in the
average price fram Oclabar, 1988,

15.5  With a view lo brnging down the huge stocks ol raw jula, effons for
accelerating the pace of expons were strangihenad from the baginning of the year
1987-88. A a result, export sales registration during 1288-89 increased o 24.32 lakh
bales which was 15.5 percent higher than 21.06 lakh bales during the preceding
year. Actual expors of raw jule also increased 10 16,17 lakh bales in 1988-89 Irom
13.45 lakh bales in the preceding year.

156 In the kutcha bale! section, the price of white X-Bottom raw jule stood al Tk,
665.00 per bale, while in the Pucca bale? section tha price of BWD raw jute ruled at

1 Kuncha balo=100 kgs
2 Pucca bake=180 kps.
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Tk.2000.00 per bale on July 1, 1988. The prices rulad al the same levels till June 30,
1983,

15,7  The indicative Export Prices of raw Jute remained unchangad throughout the
year under report.

Jute Goods

158 Total output of jute goods stood at 5.44 lakh lons during 1988-88 which was
6.7 percent lower than 583 lakh tons produced during 1987-88. Of the total
production, public sector and private sector accounted for 3,16 lakh tans (580
percent) and 2.28 takh lons (42.0 percent) respectively.

15.8 Due io adverse silualion in the International market, exporl sales registration
and actual export of jute goods stood lower at 5.72 lakh tons and 4.97 lakh fons
respectively during 1988-89 as compared 1o 597 lakh tons and 5.25 lgkh fons

raspactivaly in the prévious year.

1510 Eamings from the expor of ule goods during 1988-89 stood at Tk.887.71
crores (Public seclor: 544 88 crores or 61.4 percent and private sector | Tk.342.83
croras or 38.6 percent) as comparad to Th931.94 crores | Public sector @ Th 453,20
crofes or 48.3 parcent and private sector ; TH.472.74 crores or D007 parcent) during
1887-88, The average expori price of jule goods stood at Tk.17.861.44 per fon
during 1988-89 which was 0.6 percent higher than Tk.17.751.28 per lon dunng the
previous year. In dollar terms, the average expart price ol jute goods slood 1.8
percent bower at US 5 563.10 per lon than US % 57392 per ton during 1987-86.

15.11  Stocks of jute goods {sold, unsold, stock-in-transit and shut-out)slocd
icwnar at 1.48 lakh tons a2 on June 30, 1389, This compared wilh 1.54 lakh tons as on
Jume 30, 1888.

" Sources | Ministry of Juts, Export Promation Bureau and Bangladash Bank
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Tea

1512  Praduction of tga in the country =tood at 41.23 million kgs. dunng 1988-89
which was 1.1 percent lower than the revised target for the year, and 0.9 parcant
iowar than the production of 41.62 million kgs. in 1987-88. Tea preduction sufferad
setback during the year under report due to severe drought at the beginning of the
season and subsaquently by davastating fhoods, Total availability of tea, including a
carryaver stock of 18.55 million kgs, from the preceding year stood at 53.78 million
kgs. during the year. Total availability of tea had stood 60.11 million kgs. {including a
carryover stock of 18,42 million kgs.) in the preceding year. Due 1o lower exporis, the
closing stock of tea at the end of 1088-89 slood 11.4 percent higher at 20.66 million
kgs. than 18,55 milion kgs. in 1987-88,

15:.13 Prices of lea in the internal markel showead a mixed trend during 1988-89,
In the Chitlagong tea auction market, the average price ol lea which slood at Tk 48.49
par Kg. In July, 1988 increased 10 Tk.50.09 per kg. in Oclober, 1889, Thareafter, the
prices showed a declining trend and, amidst minor fluciuations, came down o
Tk.A5.08 per kg. in March, 19839, Therealter, the prices showed a rising trend and
closed the year at Tk 51.25 per ka. In all, 45 auctions were held in the Chittagong
markel during 1988-89, in which 38.29 milllon kgs. ol tea were =0id al an average
price of Th46.21 par kg as compared fa 37.05 million kgs. sold at an averaga price ol
TE:41.00 per kg. in the preceding year.

15.14  Exports of lea during 1988-8% stood at 25.12 million kgs. which was 8.85
percenl lower than 27.56 million kgs. during 1957-88. The decling in the volume ol
lea exports during the year could be atinbuled 1o lower demand from some major
buyers like Pakistan, UK., Afghanistan, Egypl and Iran. Exports of lea |o thesa
countrigs deciined 1o 15.00 million kgs. during the year from 20.00 milion kos.
recarded in the preceding year, However, dua lo an Increase in price in the
internalional markel, exporl earnings from lea increased by 4.9 percent 1o Tk, 126.35
crores during 1988-82 as compared to Tk.120.48 crores in the precading year, The
average export prce of kea stood at Th.S0.30 per kg. during the yvear showing-a 15.05
parcent increase over Tk43.72 per kg. in 1587-88,

* Bpurca ; Bangledash Tea Board
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Non-traditional Export Items’

Readymade Garmenls

15.15 Readymade garments ocoupies an imporfant position as major foreign
exchange earning Indusirial item in the lisl of expart commodities of Bangladesh,
Eamings from this item during 1988-89 stood at Tk, 1,494 .28 crores which wera 11.3
percent higher than Tk.1,342 .13 crores eamed during the previous year. During the
yaar under rapor, the three largest buyers of Bangladeshi readymade garments were
LL.3.A. Tk:BB3.12 crores {55.8 parcent), West Garmany Tk, 136.32 crores (2.1
percent) and Haly Th.91.12 crores (6.1 percent). During 1987-88 also, the largest
buyers of readymade garmenis from Bangiadesh were U5 A. Tk.8486.80 crores {£3.1
parcant), West Germany TK.136.15 crares (10.1 percemt) and [taly Tk.G7.38 crores
(5.0 parcent).

Hides and Skins

15.16 The prces ol hides and skins depicted a mixed trand during 1988-89. At
ihe beginning of the year, the prices of cow-hides {wel, salted, heavy) stood al
Th.70,000-Tk, 77,000 per hundred pieces which, amidst some fluciuations, remainad
almest unchanged (Tk.70,000-Tk.76,000) il the end af the year. Prices of builale
hides and goal-skins (big and heavy) per hundred pieces opened the year at
Tk.48,000-Tk.53,000 and Tk.17.000-Tk.18.500 respectively and, amids! soma
lluctuations, stood al Tk.40,000-Tk.45,000 and Tk.14,000-Tk. 16,000 respactively al
the end of the year. The price ol shoep-skins which stood al TK.7,000-Tk 7500 per
100 pieces at the beginning of the year rose gradually 1o Tk.7.400-Tk.7,700 al the
end of the yaar,

15.17  Expon earnings from leather (lanned and semi-lanned) declined 1o
Tk.434.50 crores In 1983-88 from Tk.45520 croras in 1987-88, denoting a 4.5
percent decrease over the year.

* Sowrca © ) Export Pramotion Bureau,
i} Diractorais of Agriculsurs] Marksting
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Frozen Food

15.18  Expor sarnings from frozen food (fish, shrimps and frog-legs) slood 3.8
percent higher at Tk.448 45 crores during the year as comparad 1o Tk.431.94 crores
during 1987-88.

Hapitha and Bllumen

1519  Expor earnings from Naptha and Bitumen wenl up by 48.8 percent to
Tk.38.18 crores during 1988-88 as comparad to Tk.25 65 crores during the previcus

year,

Hewsprint

15.20 Expor eamings from newsprini declined by 35.7 percent lo Tk.14.03
crores during the year as compared 1o Th.21.83 crores eamed during 1987-88.

Handleralis

15.21  The value of handicrafls exporied during 1988-B9 wenl up by 7.4 percent
o Tk. 12.48 crores as compared to Tk, 11.62 crores during the previous year.
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CHAPTER XVI

EXCHANGE RATE POLICY AND DEVELOPMENTS IN
EXCHANGE CONTROL

Exchange Rate Policy

161 The world exchange markel continued 1o remain unstable during 1988-89.
Wide fluciuations occurred in the value of US dollar vis-a-vis major currencies during
lhe year. The doliar recorded substantial depreciation uplo November, 1988 due 1o
apprehaension aboul the ability of Ihe new US admanisiration to tackle fiscal and trade
deficits. However, at the back-drop of political uncertainties in a number of major
industrial countries and tightening of the US monetary policy, increase in inlargslt rate
of dollar-denominaled financial assels and beflar growth periormance of the US
aconomy, the dollar regained substantial strength by the end of the year under
repad. In order to maintain Bangladesh's inlemational competiliveness at appropnale
lavel in the light of above developments in the world exchange markal, the extamal
value of Taka in relation to the LIS dollar, our Inlarvention currency, was re-adjusied
downwards three times during 1988-82 on the basis of a trade-weighted 'basket of
currencies’. As a resull, the Taka-Dollar exchanga rate depracialed by 2.43 percent
over the year. The date-wize re-fixation of Taka-Dollar official exchange rate during
19B8-89 is shown In Table 16.1.

TABLE 16.1

TAKA-DOLLAR OFFICIAL EXCHANGE RATE

Bangtadesh Bank’s Taka Rate par US dolkar
Date of Fixation
Buying Salling
July 14, 1988° 31,76 31.84
Augusl 1, 1988 31.96 32.04
Movember 12, 1988 32.23 2.

:‘TIHE.E rates wire Th 31 47 and Tk.31 B3 respactvely as on June 30, 1508
Remainad unchanged 18 Juma 30, 1269,
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Taka-Dollar Rate in the Secondary Exchange Market (SEM)

16.2 In the Secondary Exchange Market {SEM), where buying and selling of
loreign currencies consisting mostly of remiltances by Bangladeshi wage eamers
lakes place, the Taka-Dollar exchange rate remained unchanged throughout the yaar
undaer report. The buying and selng rates of the US dollar remained unchanged al
Tk. 32.90 and Th. 32.95 respectively. Table 16.2 shows the Taka-Dollar exchange
rata as pravailed In the Secondary Exchange Market during 1988-88.

TABLE 18.2

SECONDARY EXCHAMNGE MARKET RATE

[Taka per LS. dollar)
Period
Buying I Selling
June 30, 1988-Juna 340, 1989 32.90 32.85

XPE Proemium Hala

16.3 The rale of premium on XPB declined during 1288-89 ac a resull of
depreciation of the official exchange rate of Taka in relation to the US dollar, while the
Secondary Exchange Markel rate remained unchanged. The rate of premium
declined by Tk, 0.78 from Tk. 1.36 to Tk. 0.58 par LIS dollar on June 30, 1889,

Exchange Control

16.4,  The lokowing measures were adopted In the lield of exchange contral during
1988-89!

il Requirement ol Advance Foreign Exchange Deposit for
Opening Import Letters of Credit under SEM/WES

Imponers were earlier required 1o deposit the full value of L'C in advance
al the time of opening import LAC under the Secondary Exchange
Market/Wage Earners’ Scheme, If was decided with effect from July 5,
1988 that the margin of advance loreign exchange required to be
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i}

deposited by an importer at the time of opening import UCs under (he
above source will ba determined by the concerned banks in accordance
wilh the normal banking principles and praclices and on the basis of
banker-customer relationships. However, reguired margin of advance
deposil should be determined in such a manner 5o thal the same does
not become harder than earhier systam,

Arrangements for Impors ch Deferred Paymenl Basis

In accordance with different clauses of the Import Polcy Crder, 1585-81,
it has been decided that raw and packing matenals can be imported by
expori-oriented indusiral unilzs operaling under bonded-warehouse
arrangement through back-lo-back LICs on 180 days' defarred paymant
basis agains! conlirmad and irrevocable axpor Lellers of Crodil recelved
by them. It may be menlioned thal thers s no such arrangement lor
imports on deferred payment basls al official rale. However, the following
goods can be imported on deterred paymenl basis al Secondary
Exchange Markel rate: '

i) Impon of capital machinery on deferred paymeant basis nol axceading
364 days

_ i) |mpart of coastal vessels (including oil tankers) and ocean going

vessals (including those lor scrapping purposes) on delerrad
payment basis nol exceeding 360 days.

ity Import of raw matenals by indusinal consumers as per their pass book
entitlements on defarred payment basis not exceeding 180 days

i) Hajj-1989

Each ballottes pilgrim was sanctioned 3,400 Saudi Riyals at official rate for
meaaling Incidental expenses including Muallim Fees to pedorm Hajj
during 13858. Each of the non-ballotiese pligrims were also allowed 1o
purchase the same amount of Saudi Riyais at the SEM rate. In addition,
the baliotlee and non-ballotlee pilgrims were aliowed 1o purchase a
further sum of US £ 550 each undar the Waga Eamers’ Schema,
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iv) Mode of Payment agalnst Raw Materials Imported by the
Expori-oriented Readymade Garmonts Industries

In accordance with Government decislon, units of the readymade
garments industry will be entitied from July 1, 1583 1o pay lor the raw
materials importad by them under back-to-back L/C arrangemant directly
out of the proceeds reafised in foreign currency against the concerned
gxpons.

Inspection of Dealings in Foreign Exchanges

16.3 The Exchange Conbrol Depadmani of lhe Bangiadesh Bank carred oul
comprehansive inspeciion of the foreign exchange transactions in 121 branches of
16 Authorised Dealers, in addition to their respeclive Head/Main offices, during
1288-89, The distribution of the above 121 branches |5 shown in Table 16.3

TABLE 16.3
Name of the Authorised Dealers | Mumber of Branches Inspeciad
1. Janata Bank 19
2.  Rupali Bank Ltd. 18
3.  Agrani Bank 17
4. Pubak Bank Lid. 15
5. LUttara Bank Lid 13
6. Islami Bank Bangladesh Lid. B
7. Grindlays Bank pic &
B. [IFKZ Bank Lid, B
8. United Commearcial Bank Lid. B
10, BCCI {overseas) Lid. 3
11. Bangladesh Krishi Bank 3
12, American Express Bank Lid. 2
13. Bank Indosuez 2
14, Slandard Chartered Bank 2
15, State Bank of India 1
16, Bangladesh Shilpa Bank (Head Oifice only)
Total : 121
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16.6  Final inspection reports in respect of 10, oul of the above 16 Authorised
Dealers, in addition o 4 others were forwarded 1o their respective Head! Main offices
for rectilication of the irregularities pointed out in the reports, and also lor
implementation, of the recommendations made thersin. In addition o the above,
special inspection of 13 branches of Aulthorizsed Dealers, 2 money chanpgers, |
indenting house and 3 travel agents, and venfication of the orginal copy of 3,476
expon forms of 108 branches of dilferent Authorsed Dealers ware also conducliad
during tha yaar under report.
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CHAPTER XVII

ASIAN CLEARING UNION

171 The daclining trend of receipts and increasing trend of paymenis on
Bangladesh's account under the Aszian Clearing Union (ACU) continued during
1388-89. As usual, six setllemanis took place under the ACU arrangemeants dunng
the year, in which Bangladesh amerged as a net debtor. The nsl debior pasition of
Bangladesh widened further by AMU 47 .04 million (Tk.195.09 crores) to AMLI 115.23
million (Tk.483.00 crores) during 19688-89 as compared to the preceding year due to
Increasa in Bangladesh's imports (rem and dacling in exports o member countries of
thie ACLL

17.2  Receipts under the ACU arrangement on Bangladesh's account recorded
substantial decline while paymenis increased sharply during 1988-83. Payments on
Bangladesh's account increased by AMU® 34 45 million or 29.58 percent from AMLI
116.46 million (Tk.4%0.58 crores) in 1587-88 to AMU 150.91 million (Tk.632.71%
crores) in 1988-89. On the other hand, receipls declined by AMLU 12.58 million or
26.08 percent from AML 48.27 milkon (Tk.202.67 crores) in 1987-88 1o AMU 35.68
milfion {Tk.145.71 croras) in 1985-89,

17.3 As a result of these transactions, Bangladesh was placed at a net debtor
position of AMU 115,238 million (Tk.483.00 crores) in 1988-89 as compared 1o a nat
deblor position of AMU 68,19 millich (Tk.287.91 crores) in 1987-88,

17.4 Hecoeipts and paymenis of Bangladesh under the ACL arrangament during
the lasl three years are shown in Table 17.1.

@ aMU=Azian Monetary Unit
1 AMLU = 1 SDR.
A = Bavised,
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TABLE 171

RECEIPTS AND PAYMENTS ON BANGLADESH'S ACCOUNT
UNDER THE ACU

{In riftinn AL
Sectors | 198887 1987-88 |  1988-89
1. Receipts 60.84 48.27 35.68
| Expors) (230.62) 1202.67) [149.71)
2. Paymanis 93.43 116.46 150.91
(lrmpors) {358.89) (420.58) [632.71)
Mat ! -32.55 ~58.19 -115.23
Surplus(+} Deficit{=) [=12B.27) [—287.91} {—483.00)

fipta © Figumas in brackats indicaba the amaunt of Taka in crom,
17.5 W appears from 1he above Wransaclions thal Bangladesh's imporls as

compared to her exports under the ACL have been increasing day by day, As a
resull. 1he magnitude of deficil is also ingreasing gradually. The amournt of deficit in
1988-89 Increased o AMU 11523 milkon (Tk.483.00 crores) from AMU B68.13 million
(Tk.287 91 crores) and AMU 32.59 milion (Tk.128.27 crores) in 1987-88 and
1986-87 réspedtively, The comparative position of trade and trade balance of tha
ACU member countries are shown in Table 17 .2.

TABLE 17.2

COMPARATIVE POSITION OF TRADE AND TRADE BALANCE
OF ACU MEMBERS
{In million LIS Dollar)

Exparts to ACU Impor from ACL Surplus [+)

Country Deficit (-)
1686 1687 1986 1887 1986 | 1987
Bangladesh B5.8 70.0 107.0 138.5 -212 -—gB85
Mayanmar (Burma} 25.0 27.4 58 6.6 +192 4208
India 317.0 335.0 721.0 8220 -4040 - 487.0
Iran G770 831.0 218.0 208.0 + 4580 « 6220
Napal 59,3 54.5 112.0 117.9 -527 -633
Pakistan 168.5 224.7 168.4 242 9 +01 =—182
Sril Lanka 68.6 67.5 181.1 1711 =1125 - 1036
Total : 1,401.2 1,610.2 1,514.3 1,708.0 -113.1 -97.8

Mate {1y Expart {Fodn); i) Imparis (e},
Soorc | AGU Annual Rapord, 1988,
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CHAPTER XVl

CURRENCY AND COINAGE

Bank MNotes

18,1 10-Taka Bank Notes of existing design bearing the signalure of Govemor
Mr. 5.8, Chaudhur andportrast of Atia Zam-g-Maspd was put inlo circulation with effect
from February 11, 1589,

Other Moles and Colns
Two-Taka Hotes

18.2 Mewly designed Two-Taka Motes under the signature ol Ex-Finance
Secretary Mr.Ghulam Kibria was pul inla circulation for the first time with effect from
December 29, 1988, 100 mim 1 60 mm in size, the nole bears pictoriai symbol of the
greal Language Movement—the “‘Central Shahid Minar' in Dhaka-on lis front and
piciura of the national bird ‘Doyel’ on the back. On the right side of the note lies the
sacurily thread and on the lell lles water mark of raised head of the "Royal Bengal
Tiger, The amount of Two-Taka Noles in circulation as on June 30, 1985 stoed al
Tk. 9.23 crores,

One-Taka Notes and Coins

18.3 One-Taka Notes ol the exisling design bearing the signature of Finance
Secretary Mr. M.E_ Anwar was pul inlo circulation with ellect irom May 30, 1985, The
amouni of Cne-Taka MNotes and Coins in circulation as on June 30, 1989 stood at
Tk. 63.41 crores which was higher by Tk.12.61 crores than Tk.50.80 crores as on
June 30,1988.

Subsidiary Coins

18.4 Subsidiary coins in circulation as on June 30, 1982 slood at Tk.45.18 crores
which was higher by Tk.2.76 crores than Tk.42.40 ¢rores as on June 30, 1388, No
newly designed coins wera Issued during the year anded on June 30, 1985,
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CHAPTER XIX

ADMINISTRATION

Board of Direciors/Executive Commitiee Meslings

19.1  During 1988-89, 8 meetings of the Board of Directors and 5 mastings of ha
Executive Commities were halkd,

Co-ordination Committee Meetings

19.2  The Co-ordination Committee of the Bank held a total of B meatings during
the year undar report.

Appointments In Different Grades

18,3  The follewing appointments in different grades of employment were made by
the Bank during 1988-88:

iy Chiel Medical Officer 1
i) Deputy Director (Department of Public Relations and Publications} 1
i§) Deputy Director {Enu_;pnee.-nngh 1
iv) Assistant Director 102
v) Oifficer 111
vi) Coin/Mote Examiner and olher Stafl 185

Total Number of Officers and Stall
18.4  The total number of officers and stall of the Bangladesh Bank increased by
198 to 5,756 during the year ended on June 30, 1989,

1.5 Effective from January 1, 1989 Mr. A B.M, Mahbubul Amin Khan, Economic
Adviser, Bangladesh Bank was enlrusled with the addilional respansibiity of the
Chigl ol the Special Implementation Cell sel up by the Government lor
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implementation of the recommeandalions made by the MNatianal Commission on
Money, Banking and Credil,

OMNicer on Deputation in the Bank's Service

19.6 Mr. Mohibur Rahman, Superintending Engineer of Pubdic Works Department
ol the Govermnmenl of the People's Republic of Bangladesh was appointed on
depuiation basis as General Manager, Englnearing Departmant of the Bank. with
effect irom March 23, 1989.

Bank Officers on Deputation

18.7  One General Manager nr.thﬂ Bank was on deputation with Bahrain Monetary
Agency and One Deputy General Manager with Oman Central Bank during 1988-89.
Besides, one Deputy Direcior of the Bank was on deputation with the Exlemnal
Rasources Division of the Ministry of Finance and Planning, one Deputy Director with
the President's Secretarial and one Depuly Director with the Matlonal Board of
Revanua during the year under report,

Improvemeant ol Terms ol Service

12.8  As approved by the Board of Directors, organisational struciure and pay
scales of personnel of the Computer Depariment of the Bank was reorganised during
1he year,

Forelgn Training

18.8  During 1388-85, 21 oliicers of the Bank were sent abroad for paricipailon in
differend Training Courses/Seminars/Maatings.

Domestic Tralning

19.10 A total of 140 officials of the Bank paricipaled in training coursas organised
by differant tralning institutions during 1988-83.

18.11 With a view to raising professional skill and efficiency of the Bank's officers
and siall, the Bangladesh Bank Training Academy arranged the lfaliowing training
programmes during 1388-89.
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V)

vi)

i)

viil)

A total of 27 Assistanl Direclors/bssistant Managers and 34 Dfficers
wera frained by organtslng 5 regular in-service courses of wo months'
duration each

A fotal of 70 Assislanl Direclors and 76 OHicers were frained by
organising 7 courses of 3 months’ duration each.

A one-and-hall months' training course was organised for Assistant
Managers and Olficers of the Cash Department whearein 18 fraineas
paricipated.

To ensure correct reporting ol foreign exchange transactions by the
Authorised Deslers, 4 courses ol 4-day duration on 'Reporting of
Foreign Exchange Transaclions' were conducled al Dhaka, Chillagong
Khuina, Sylhet and Bogra Offices of the Bank wherein a tofal of 114
officlalz’ of the Bangladesh Bank and other commeércial banke
participated.

A lotal of 7 Deputy Directors and 20 Assistant directors were imparted
training by organising two speclal caurses, namely, “Technigua of Bank
Inspection’ and ‘Technique of Agricultural Credit Inspection’.

For imparling training on the technigque of computensation, storage and
retrieval of banking stafistics fo the olficers of concerned depariment

two short courses each of 5 days’ duration of ‘Computar Familiarisation
were organised in which 20 Officers of the Bank paricipated.

A total of 105 Officers of the commercial banks were Irained by
argarasing 2 training courses each of 4 days" duration on "Coliechon of
New Data on Agricutturai Loan’

A shor workshop of wo days' duration on Training Facifilies for ihe
Agricultural {Rural) Banking, Co-operatives and Rural Devalopment
personnel in Bangladesh' was organised with the assistance ol ‘CIKTAE
in which 24 senior efficials from dilerent banks and olher organisalions
pariicipated.
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) With a view to broadening the oullock ol the Trainea Officers, an
educational Tiald rip 10 the Ganaswastha Pharmaceuticals Limeled,
Mayarhal was arranged in which a lotal of 10 Traines Gilicars

participated.

Bank's Publications

19.12 The Bank's difieren! regular pubfications containing  reviews and slatislics
ol the manetary and banking sactor ware continued dui‘ng 1858-89,

Olice/Aesidential Accommodation
and olher Davelopment Work

19.13 Construction ol underground water reservior, overhead water tank, waler
pipe-fing and pump house for 'A' "B 'C and ‘D lype quangs and supply of gas to the
addilional unlis ol "A' 'B"'C"and "D iype quariers al Fandabad, Dhaka wera complated
during 1988-89, Construction of hostal ypa accommodation on tha rool of tha
Bangladash Bank Club and installation of Air-conditiandnig Plant al (ke Main Building
¢l the Head Oifice were compieled durng the year umder reporl. Besides.
construction of the 2nd mulfi-storied butlding a1 Head Gilice premises, &-slonad
ollice bullding with 15-slariad foundation al Chillagong. 6-slored annexe building
with 15-sloried foundalior in the Bank premises, Khulng, 3-stored office bolkding
with 5-storied foundafion in the Bank préemises, Rajshahl and construction ol stalf
guarlers al Bogra, Sylhel and Agrabad, elc. were in progress dunng the year
Conslruction work al the boundary wall and guard room in the stall quarlar pramises
of Mastrabad, Chittagong was suspended al near completion stage dua to-some lagal
complicalions,

Wellare Activities and Sanction of Stipends

18.14  Anamount of Th, 40.00 lakhs was sanclionad 16 ditferent Ollkces of the Bank
1o mael the expensas refaling 1o welfara and recreational activities, and for awarding
stipends to the efgible childran of 'C” and 'D° catogory employoes of the Bank during
1988-89.
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CHAPTER XX

ANNUAL ACCOUNTS

Issue Depariment

20. 1 The Balance Sheet of the Issue Department of the Bank as on June 30, 1585
appaars on pages 142-143 of the Repor.

20.2 The value of noles issued upto June 30, 1989 stood at Tk.2,930.93 crores.
This was higher by Tk.206.16 crores than Tk.2,724.77 crores issued upto June 30,
1988, Assets agains! the notes included Gold worth TR.B8.01 crores, Approved
Forelgn Exchange of Tk.200.00 crores, Taka Caoin worth TH.6.54 crores, Government
of Bangladesh Securities worth TK.367.31 crores and Internal Bills of Exchange and
octher Commaearcial Papers worth Tk.2,289.08 crores. The corresponding figures of
assets against notes issued upto June 30, 1988 ware Gold worlh Tk.74 .66 crores,
Approved Foreign Exchange of Tk.200.00 crores, Taka Coin worth Tk.3.37 crores,
Governmanl of Bangladesh Securilies worth Tk.580.49 crores and internal Bills of
Exchanga and olher Commarcial Papars worth Tk 1,866.24 croras.

Banking Depariment

20.3 The Balance Sheetl of the Banking Department as on June 30, 1589 appears
al pages 144-145, One the liabilities side, balances in the Statutery Funds’
Increased from Tk.341.00 crores as on June 30, 1988 to Tk.367.22 crores as on
June 30, 1989 due lo approprialion of Tk.38.00 crores from the Profll and Loss
Account. Government Deposils decreased by T 0.42 crore to Tk.0.62 crore as on
June 30, 1989 from Tk.1.04 crores as on Juna 30, 1988, Deposits from banks
increased by Tk.118.20 crores to Tk.1,922.59 crores as on Juna 30, 1983 from
Tk.1,804.39 crores as on June 30, 1988. Other Deposits increased by Tk.d52.87
crores 1o Tk.2,608.54 crores as on June 30, 1989 from Th.2,255.67 crores as on the
same day a year ago. Other Liabilities decreased by Tk. 53.67 crores to Tk.1,194.98

" Exciuding Gradit Guarantes Fund.
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crores as on June 30, 1989 from Tk.1,248.65 crores as on Juna 30, 1988. The
amount of SORs remained unchanged at Tk.91.74 crares.

20.4 ©On the assels side of the BEI‘IHiI:IQ Departmant, Bills Purchased and
Discounted—Internal increased by Tk.30.00 creres lo Tk.139.00 crores as on June
30, 1982 from Tk.108.00 crores as of Jung 30, 1988. The balance of rediscountad
Government Treasury Bills increased by Th. 44635 crorgs o TE. 49810 crorgs as on
Juna 30, 1989 from Tk.51,75 crores as on June 30, 1988. The amount under
Balance Held Oulside Bangiadesh increased by Tk 258.18 crores to Th 2,587.33
crores as on June 30, 1989 from Tk.2,329 14 crores as on June 30, 1958, Clher
Loans and Advances (loans and advanoes to banks and other fimangial instilulions)
declingd by TK.58.07 crores to Tk.1,070.96 crores as on June 30, 1989 from
Tk.1,1289.03 croras as on Juna 30, 19548, The balances under 'lnvestmanls
decreased by TR.312. 45 craras (o TK.595.58 crores as on June 30, 1989 from
Tk.908.03 crores as on June 30, 1988, The balances under Loans and Advances lo
the Government which had siood at Tk.20.00 crores as on Juna 34, 1588, stood nil
as on June 30, 1989 Olhar assats increased by TR.99.44 crores 1o Tk 304044
crores &s on June 30, 19809 from TE.1.201.00 crores as on Juneg 30, 1938

20.5 The Profit and Loss Acooumt of the Bank for the year endad on June 30,
13853 appears al page 146.

Comparaiive Posltlon of Proiid and |oss Account

20.6 The comparallve posiion of Pralit and Loss Account of tha Bank for the years
1887-1988 and 1988-89 is surmmarnsed balow |

{Taka in Cronas)
Farlculars: 1987-88 1988-89 Changes
Gross Income 464.39 572.34 + 10795
Total Expenditure 250.57 3049.85 + 5928
Hel Profit : 213.82 262.48 + 48867




20.7 It appears from the abovae account thal the net profit of the Bank dunng
1588-83 was largar by Tk, 4B.67 crores as comparad fo thal dunng 1987-88.
Afthough total expenditures increasad by Tk.59.28 crores, nel profil of the Bank
during 1988-89 wenl up due mainky 1o incraase of TK 107.85 crorgs In gross INcoma
as a resull ol larger refinance and invesimenls in loreign currencgs.

20.8 Oul of the above profil of Tk 262.4% crores, a sum of Th40,00 crores was
apprapriaied lowards dilteren! Stalutary Funds as delalled below; the remaining
amount of Tk 262 48 crores s payabla 10 the Govemmen! Exchoguer |

Rural Gredit Fund Tk 15,00,00,000.00
Industrial Credit Fund Tk 4,00,00,000.040
Export Credit Fund Tk 4,00, 00,000.040
Agricufural Credt Stabilisation Fund T 15.00.00.000.040
Credit Guaraniee Fund T 2,00, 00, 00000

Surplus Profit Payable 1o the Government Tk 222 48,68.473.86

Total : Tk. 262,48,68,473.86

Appointment of Auditors

20.9° Interms of Aricla 65(1) of the Bangladesh Bank Ordar, 1872, tha Govemment

was pleased o appoint lwo Chartered Accounlants, namaly, M/S. 5. F Ahmed & Co.
and M/S. KM, Alam & Cao. 1o audil Ihe accounts of the Bank for the year 1988-89.

Appreciation

£0.10 The Board of Direclors of the Bank was pleased to place on record its
appraciation of the loyal and devoled services rendered by the Officers and Stall of
tha Bank during the year under repon
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BANGLADESH
BALANCE
ISSUE

LIABILITIES

As on June 30, 1988

Taka Taka

67,30,380

2724,76.63, 180

2724,76,63,190
" The statement with regard to “Notes in Circulation” & made without peejudica o the claim ol the
Govemment ol the People’s Republic of Bangladesh/Bangladssh Bank for abtaining valua from the
Govamnment of Pakistan/State Bank of Pakistan in respect of Pakistani Curnency Notes demonetised and
withdrawn from circufation.
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BANK

SHEET
DEPARTMENT
ASSETS
As on June 30, 1988
Taka Taka
74.66,40,000
N
1l

2000000000  274,66,40,000
3,37.05.288

580,493,171 686

1B86.24.06.205  2450,10,23.180
2724,76,63,190

" i Adthox Traassry Bils lssuod for st issue of Netes in
s s lssuod for providing assets agei o of Bangladeshi
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BANKING

LIABILITIES

As on June 30, 1588

Taka Taka
3,00,00,000

3,00,00,000
130,00,00,004
40,00,00,000

A1, 00,00, Do

130,00,00, 000

1.04,03,869
1804,38,19, 519
4061,10,20,842

91,74,31,208
11,408,740
1248,64 92 354

5T48,60,84,142
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DEPARTMENT
ASSETS

As on June 30, 1888

Taka Taka
67.30,350
173
127
109,00,00,000
]

{BLT4 G2 809 180.74,89.600

23291359, 864

20,00,00,000

1129,02,62.765
8080263 840
12010007218

§748,60,84,142

* Includes Gash and Shari-wem securiias.
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PROFIT AND LOSS ACCOUNT

As on Juna 300, 1888
Taka
464.39.06.044

27,47,98,529
e2,588
57,722
2,38,85,040
252,032
19,41,590
34,07.686
1,27,15,733

12,46,70,754
2,43,12,531
99,486,471
851,688,113
116,94,63,976

6,55.11,833
58,23,26, 508
2,95,76,580
39,57,162
1,45,07,039
6,91.48,827
213,82,24,335

46 43#05!“!

MNIL
15,00,00,000
4,00,00,000
4,00,00,000

15,00,00,000
2,00,00,000,
173.82.24,835
(LRSS

215.52.24.335

3,00,00,000
HIL

Bﬂﬂﬂﬂﬂ'ﬂ'ﬂ

ASHRAF ULLAH MAHBLIBLA AAHMAN KHAN 5.B.CHAUDRHLRI
Ganeral Manager{Accounis) Deputy Govarnor Govarnor




REPORT OF THE AUDITORS

To
The Government of the People's
Republic of Bangladesh,

We have examined two Balance Sheels (Issue Deparimeant and Banking
Depariment) of the Bangltadesh Bank as al 30th <June, 19839 and the Profil & Loss
Account of the Bank for the year ended on that date with the related books ol
accoun! and records mainfained by the Bank's Head Ollice and othar seven
branches. Our examination was made in accordance with the generally accepled
audiling standards and accordingly included such tesis of tha accounting records and
such other auditing procedures as we considerad necessary in the circumslances.
We repor that we have oblained all the information and explanations we required and
such information -and explanations have been given satisiactonly. In our apirion, the
Balance Sheets are full and fair Balance Sheets and as such include all necessary
particulars. According o the informalion and explanations given to us and as shawn
by the books of account of the Bank, the Balance Sheets axhibat a true and fair viaw
of the state of the Bank's affairs. )

Dated, Dhaka: KM Alam & Co. S.F.Ahmed & Co.
The 17th Augusi, 1989 Charered Accountanis Chartered Accountants
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BANGLADESH : SOME SELECTED STATISTICS

. AREA AND POPULATION

1. Area 1,43 505 km?

2. Population 1987-88 1368-89"
106.6 Million  109.1 MilBon

3. Densily of Population :

a) PerKmZ ol Total Land Area 740 758
b} Per Km< of culiivable Land 1,126 —
" Estimated,

Source | Buresy of Satstice
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Ii. NATIOMAL INCOME, INVESTMENT AND SAVINGS

i Tk, In crores)
1988-89
ltemsSactors 1987-88 | % Change | (Estimatad) | ¥%:Changa
1. GDP (Al Consiant 1384-85
Factor Cost) 36,777 + 295 37,547 + 2.09
2. GDP (At Current Market
Pricas) 48,220 +11.14 52,987 +9.88
3. Per Capita GDP (in Taka
atl Currant Prices) 4,523 + 10.00 4,857 + .38
4, Gross Invesimeant
(At Gurrant Prices) 6,944 14,40* 6,165 1157
5. Gross Domestic Savings
(Al Currant Prices) 2,738 0.68" 1,424 287"
6. Sectoral Break-up of GDP
(&1 Constant 1984-B5
Factor Cost) % Share of G DP. 2o Shareof GODP,
a) Agriculture 17.924 48.73 17,847 47.53
{+0.65) | —0.43)
b} Industry 3,589 8.78 3,754 10.140
[ +3.95) { +5.41)
) Housing a6y 2.63 1,077 287
(+9.88) {+ 11.28)
d} Power and Gas 346 0.94 396 1.05
{+ 14.95) {+ 14.45)
&) Others 13,941 37.91 14,435 as.45
(+5.03) [+ 2.54)
Total : 36,777 100.00 37,847 100.00

'Mpm:nnwu of GOP af curment marked prices
Note - Figures in brackots indicate sectora! growth rates.
Sauros ing Commission,
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lll. GOVERNMENT FINANCE AND ANNUAL DEVELOPMENT
PROGRAMME (A.D.P.)

(T in crores)
llams/Sectors 10E87-88 % 1988-89 %
(Revised)

1. Revenue Recaipts: 5,146.00 100 5,822.18 100
a) Tax 4,367.00 BS 4 BG5.TD 84
bl Mon-Tax 779.00 15 026,48 1B
Revenue Expenditure 4.730.00 b2 BAT0.00 108
Revenue Surplus (+)

Revenue Deficit (—) {+) 416.00 a8 (-} 347.82 (-} 6
. Capital Receipts : 5,766.35 100 5,450.51 100
i) Capital Expenditure 1.081.09 19 1,085.94 20
b) Capital Surplus 4,685.26 B1 4,464.57 80
. alze ol ADP: 4,650.861 100 4,595.34 100
a) Domestic 92.70 2 (-} 391.68 =8
b) Foraign 4,371.81 o4 4,194.00 a1
c) Additional Resources 186.30 4 801.02 17
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I¥. MONEY, CREDIT AND

PRICE INDEX

(T, incrores)
Heads 1887-88 1288-89
1. Broad Monay “""'2:' 16,408.00 19,078.10
[+ 18.34) {+16.27)
2. Total Domestic Credit 17,428.50 19,718.80
[+ 13.41) [+ 13.14)
a) Govi. Sector (Including Public Sector) B.532.20 6,359.10
= [+ 1.99) (- 2.65)
b Gowl, Sector 2.172.50 1.725.40
= 3.13) (— 20.58)
c) Publc Sector 4,358.70 4 533.70
{+4.748) [+ 6.28)
dj Privale Sector 10,896,230 13,359.70
[+ 21.56) (4 22.61)
3. Broad Money as % of GDP
(Al Current Markel Prices) 3415 36.13
4. Consumer Price Index for ‘
Dhaka Middle Income Families
(Twelve-month Average) 536.02 578.89
[+ 11,40) « [+ 8.00)

MNoie © (i1 Figures in brackels indicaie annueal percenisge chamges,
(i} Tho amount of | MF. Treaswery Acoount in domesic credt has been esimated at Tk 252 50
crores bath for 1988-89 and 1987-08

Boumoes | )
i
i

Bengladesh Bank
Bangladash Bumaay of Stabsbes.
Planning Commission
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¥. RESERVE MONEY AND IT5 COMFPOMNENTS

i Th. In Sroves)
Cashin Balances of | Deposils of
Pariod Currency | Tills of the scheduled) other financial | Reserve
{End-Jung) outside [the Banks' with Institutions with | Maoney
Banks Scheduled | Bangladesh | Bangladesh (2+3+445)
Banks Bank@ Bank
1 2 3 4 5 B

18973-74 33110 21.10 72.20 0.20 424 60
1974-75 290.20 26.60 42.50 0.10 409.40
1975-76 J29.80 34.30 g8 00 0.10 462.20
1976-77 358 30 6550 124 .40 0.20 Gdg 40
1977-78 504.30 66.40 115.80 0.30 GBEE6.80
1978-79 613.30 80.00 162.80 010 B56.20
1979-80 E93.40 103.20 247.00 .20 1043.80
1380-81 514.80 126.20 294.10 0.20 133530
1981-82 B77.50 13580 267 .20 0.10 1280.40
1982-83 1138.60 148.50 238.70 0.70 1624.50
1983-84 1556.30 235.50 443.90 020 2235.90
1984-B5 1722.80 275.70 &78.70 0.20 2675.50
1985-86 1853.10 338.440 9749.50 0.50 32T1.50
1986-87 2075.60 361.30 1303,22 1.68 3741 80
1987-88 2415.00 402.30 2240.20 ML 5057.50
1988-89 2615.80 432.50 2420.70 MIL S5468.80

] Inckide Depasals urder Wage Earners’ Fund Cliaring Accound,
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¥l. SOURCES OF RESERVE MONEY
ITh. in cromes)
Bangladesh Bank’s claim on
Oihar Met Cither Resame
Pariod Official Foraign | Assat | Monay
{End~June} o, Scheduled | Enities Azzets | (net) (2+3ed4548)
banks & Financial
Instiiuiions
1] 2 3 4 5 6 T

1973-74 40320 a8 70 30.60 — 34870 — 6920 424 60
1974-¥5 456,60 111.40 31.540 o480 — 28530 409,40
1875-76 12370 101,90 20,80 = B850 =-305.10 46220
187677 63530 121.30 30,50 B2.40 —304.10 Sda.40
1877-78 TEE.20 231.30 J5.q0 =34.70 —311.60 GHG B0
1878-79 734 40 73,60 590.50 90,20 —432.890 a56 20
1979-80 853,80 T09.40 181.64 20110 =589.90 1043 80
15980-81 1477.90 B12.30 242.70 - B2220 = &75.40 133530
1981-B2 1581.10 1335.60 J0870 =1359.80 -586.40 1280.40
1982-A3 1420,80 1251.00 365 840 = 18270 = 86040 1624.50
19R3-84 1351.60 1377.a0 524950 - 214.70° = 8907.80 £235.90
1984.85 1424 G0 2167.50 B77_40 = 352680 = i241.40 267550
1885-86 1789.50 2443.80 BV0.60 = 420,90 = 141150 3271.50
1986-87 1963.60 213430 B54.B0 = FE.40 = 113430 A741 &0
1887-B& 2245.20 255280 B74.40 534,70 - 114960 5057.50
13E8-39* 986.00 313640 Q33 B0 458,20 — 43,60 L468.80

* Figures have bean prapared on e basis of changed class@icanon:
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Vili. OUTSTANDING REFINANCE OF SCHEDULED BANKS WITH THE
BANGLADESH BAMNK (END-JUNE POSITION)

[TE. in craras)

Seclors 1983 1584 1885 1986 1087 1488 1589
Agnculiure 70553 H2B.2ZR 1402.53 137086 120071 144940 1.914.73
Juda 100,00 150,00 17000  S60.00 g20.00 B20.00 70338
leﬂ:lgrains 40.00 BQ.00 5000 10,00 —_ AC 00 50.600
Impars 30.00 5000 20,00 — — —_ -
Intarrial -

Procurement 1000 10,00 20.00 10.00 — 40,00 50,00
Patrelaum 240.00 7000 20,00 20.00 — - —
Feniizer 40.00 10,00 20.00 20,00 2000 T0.00 g249.00
Taxtile 40.00 — £ = - = P
Expon bill 30.00 10,00 10,540 10.00 10,00 20,00 22.89

Caher Refinances 80.00  100.00 110,00 150000 140000 0 240.00 270040

Tolal : 1315.53 1386.26 1892.53 2220.66 1981.71 2479.40 3,050.00
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Vill. DEPOSITS OF PUBLIC AND PRIVATE SECTOR

(Th. In croras)
Demand Deposits Time Deposits

Pernod
Public” Private Tatal Public® Privata Total

Juna, 18383 509 .4 1108.8 1618.2 1120.0 2204.8 33208
[31.48) (B8.52) (33,54) (36.36)

Jung, 1284 Bd45.0 1524.0 21608.0 1731.6 31865 42181
(29.74) {70.28) {35.21) (64,79

June, 1885 Tdp.8 1860.2 270RA 223248 4107.40 642549
{27.64) {T2.38) (34.73) [B5.27)

June, 1886 B853.7 24176 a2T.a 23505 517748 7ara4
{26.10) {73.90) (31.22) {68.78}

June_ 1847 10008 25211 35249 28538 &428.8 224
{28.42) (71.58) {3074} (69246}

Jdune, 1958 qarv.4 21827 31401 20838 f020.0 12003.8
{31.44) (BB.58) (24.88) {75.14)

Juma, 1984 Ba3.3 24533.9 3317.2 35244 106688 145832
{26.63) {73.37) {26.83) {73.10)

*Inchide deposis o O Gavermmant.

Mota ;| Fiqures in parenthases represont percentage of inial deposiis.
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IX. COMPARATIVE POSITION OF SCHEDULED BANKS

(Tk. in crores}
As on
Pariculars 30.6.1988 30.6,1989
. Bank Deposlis (excluding inter-bank
items) 13,986.50 16,463.90
a) Demand Deposils 2,632,770 2,84510
b} Time Deposils 11,360,308 13,617.40
¢l Restricted Deposits 3,00 1.40
Borrowings from the Bangladesh Bank 2,589 10 3,254.40
Cash in Tills 402,30 432.50
Balances with the Bangladesh Bank 1,785.20 1,850,10
Balances with other Banks in Curren
Account in Bangladesh 248,90 EE5.10
Money at Call and Short Notice in Bangladesh S516.70 345.40
. Scheduled Banks' Investment 2,118.20 2,346.30
a) Government Securities 1.072.90 1,340.60
b} Others 1,045.30 1.005.70
. Bank Credit (Excluding inler-bank
items) 13,838.00 16,385.10
a) Advances in Bangladesh 13.368.00 1591810
b} Inland Bills purchased and
Discounted in Bangladesh 459.00 477.00
Credit/Deposil Ratio (excluding
the BKB, the RKUB and the BS58) 0.75 0.75
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X. INTEREST RATES STRUCTURE OF THE BANKING SECTOR

IN BANGLADESH

A. Bank Rate and Scheduled Banks' Interest Ratées on Deposits and

160

Loans/Advances
(Percent. par annwm}
May 1, Oetobar 18, | January 1, | Sopt, 16, | July 1, From
Particulars 1977 1840 ta 19485 to 1885 1o 1986 1o July 1,
1o Oct,i5, | Dec Sepi. 15, June 30, | June 30, | 1987
1980 31, 1584 1985 1886 1987
1 2 3 4 5 B ¥
i
1. Bank Rate : B.q 10.5 11.0 11.25 10,75 10.75
iBangiadash
Bank's landing
discount rata)
2. Scheduled Banks
Intarast Rates
on Depasits
a) Call Depogas
and Special
Motice Accounts
i.e. deposits
withdrawabis
&l nolica 4,0-4.25 45 4.5 45 45 45
* Mo interest on call deposits elffeciee rom December 2, 1982
b} Savings Bank
Acoounts
i With cheguing
faciities 6.0 a 8.5 a) BS aj 85 aj B.5 8.0
jupto July b)) 8.5 b) 1058  b)1058  bHOS® 10.0
31,1877
amnd 4.5
from Aug.
1,197T7)
" b rural angas bor accounts of individuals only with affect from July 1, 1984
48 In rural areas for accounts of individuals only aRecive fnom January 1, 1886
i Without
cheguing
facilities  a) 7.0 10.0 a) 10.0 a) 10.0 a) 19.0 )
b} 7.75* by 11.0* b)11.6* bj11.0* ¥
+ Innwal aress for accomnis o individuals only with elfect irom Oetaber 1, 1578,
w4 I rurad areas lor accounts of individuals only effecte form January 1, 1585,
W Abolishad since July 9, 1987
(Continued)



X. INTEREST RATES STRUCTURE OF THE BANKING SECTOR

IN BANGLADESH

A, Bank Rale and Scheduled Banks' Inlerest Rates on Deposits and

Loans/Advances
(Parcani par annum)
hay 1, [DOctober 18, | January 1. | Sept. 16, | July 1, Fram
Pasdiculars 1877 1o 1980 fo 19485 (o 18985 1o 1986 to iy 1,
Oct. 15, | Dec. Sepl 15, June 30, June 30, 1987
1980 |31, 1984 1985 18885 1287
1 2 3 4 5 & T
) Fiad (or term)
%
For 3 manthsa
and over but a) 7.0 12.0 12.0 12.0 124 120
lees than b} 8.5°
& manths
1 Innurad areas for eccoonts of individuals only with affect bom Qolobar 1, 1578
i) For&months aj75 130 13.0 1.0 125 125
and over bt b) 9.0¢ (Effaciive
less than 1 year from Jan.

17, 1987)

2 In rwal areas dor sccounts ol Individuals only e rale was 8 5% during Decamber 135,
1977 o Soaptembar 30, 1978 which was raised 1o B0 affective from Octobar 1, 1578

i) 1 year and a) B8.25 140 14.0 140 13.25 13.25
over bl less b)) 9.25% {Efactive
than 2 years from Jan,
17,1887}
3 |n rural aras for ascounts ol individuals only wish affact from December 18, 1577
i) For 2 years .25 14.5 145 145 14.75 13.75
and over but [Effeciive
lzss than froem Jan.
dyears 17,1987
¥) For3years 10.25 1540 15.0 15.0 1425 14.25
and ovar (Eective
frosm Jam.
17 1887)
dy Current Accoun il il Mil il Fd i
#) Cartilicale of Daposits 7.0-13.0
(Continued)
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X. INTEREST RATES STRUCTURE OF THE BANKING SECTOR IN

BANGLADESH
A. Bank Rate and Scheduled Banks® Interest Rates on Deposiis and
Loans/Advances
(Percant par annum)
May 1, Oclober 16, | Janwary 1, | Sepl. 16, | July 1, Frem
Parliculars 1977 1880 ta 1885 o 1965 o 1886 1o July 1,
fo Ot 15, | D Sepl. 16, | Juned0, | June 30, | 1987
198G 31, 1984 1945 1486 1987
1 2 3 4 ] B T
3. Schedulad Banks
Interast Ratas on
loans and Advances
a) Expori credit for
raditicnal foms,
L, Jute, Jute
goods and
0%a 1ad 105 120 120 12.0 8.0 5.0

'S
e e e o il 7 e
b) Export credit for
man-iraditional
fema including
packet 1ea and
juta campat 10,5 .05 8.0 2.0 8.0 5.0

o} Export cradit for
3 non-fradiicnal
itams, wiz., light
anginaaring and
elgcironic goods,

handicratts and
faand |odm
products 105 g.0% T.0 7.0 Fi) i
{Efective
from July 1,
1885}
= Thie rate-was 12:0% dunng Ociober 16,1880 ip July 4, 1982 which was reduced o 11.5% eleceve fam
July 8, 1882 ond Furtiar io 9.0% weh @lla mm 1, 1883,
g;ws:aiau‘il o 1oys, kiggage and lashian ilema, efectranio fems and kEathor goods from Seplember
Ht
d} Agriculiure
incheding foresiry
and fishery
(including service
charga) —_ 16,08 16.0 18.0 16.0 16,0

5 T rake w12 0% wplo Sephember 20, 1983, Theroafor sorvios change @t £.0% over the namal
iffleneat of 2% on shon-erm [upis 18 manhs] lans and sSedcn change &l 3% ovar romal rase al 13%
on ot lavm [moen han 18 maming] Bene &ee apphed wit -alles kom Coaber 11263,

(Confinued)



X. IHTEHEET RATES STRUCTURE OF THE BAMKING SECTOR
IN BANGLADESH

A. Bank Rate and Scheduled Banks' Interest Rates on Deposits and

Loans/Advances
{Percand par annum)
My 1, Cicdober 16, | January 1, | -Sept 18, [ July 1, From
Particulars 1977 1880 to 1585 io 18985 1o 1988 o July 1,
io Oct, 15, | Dec, 31, Seqt, 15, | Junme 30, | June 380, | 19BY
1980 1584 1885 1986 1987
1 2 ] 3 4 5 5 T
o) Industry  11.0-12.0 1407 145" 12.0-145% 95,0140 9,0.140
{Effectiva
Irom Augusi
1,1981 the
rale was 14.5)

7 EFetsive fram July 1, 1883w rafe ol inlérest on working capilal o 10 ngdi-gdentid Bah-Ieeging unia
and gupait-oneniad induEriee aperaling unter cuslome-bended arrangeman exclusyely for axpon salas

waukd bo 0.0%

1] In.case ol working capitaf inonce o juie mells including jute sprning mils eflecive bom Febnary 1, 1985 e
financing bard would redund rmerest @ 2.5% as per presoribed procedure [ the mEs concerned a8 and

wnen shipment al the Uk goods wab ellocisd.

g T rate ol iviern st on working caphal loans io rciames (esciading juin ndustres) and afso the- ralean lim
financa for ndusarisl profers weandad for o pariod of 5 pears and ahiows hing baen oducsd o 4.0 fom
14 5% wilh efleact Yom March 1, 1808, The rate of minresd on lem Snorce Tor incssival progectll sendid e
a pariod of lass tan 5 years would B 14.5% effectine from Manch 1, 1886 The sbg ol imoress on wosking
caphal namcs i pee mills and jule sgnning mils was reduced fram 13,5% 5 14 00 with siTect frem Masen 1,
1588 with T provison that frandng hank would rafund inleras £2 7% aE por peesoriond prooodune ja the
mify corisrned as and when shipment ol the jule gocds was effecied. The rae ol inteves] on workeg capiinl
loans o jung mdussies mcluding jube apinnmg mila s luriher mdcced 001 2.0% woel Juna 1, 1886 anral i
10 The mate ol mierest an wovking capital leans 10 ndusimes [seciudng e ndusros and indusines n the EPR2)
remaned unchanged al 14.0%. The rate of inboreal on workng capiinl oans i il rdoeires. (includng Jutes
spinning mills] has been reducad 10 9.05% rom 12.0% w.al, July 1. 1886 Tne mio of rderest on woning
capilil lonns jo indusities m the EFE with 100% Bangladeshi ownerstsp would be 8.0%  w.o Ociobes
1,8988, Tha rase of impreat lor expon-ooenied Teh-Meezing umla & exporl-coienied indugings remainad

unchanged at 9%
fi Forother

Industrias in

less devaloped

areas 11.5 13.0 3.0 130 10,0136 10.0-13.5
{Datais
ghven at
sub-head ‘B

{Gontinued)
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X.

INTEREST RATES STRUCTURE OF THE BANKING SECTOR
IN BANGLADESH

A. Bank Rate and Scheduled Banks' Interest Rates on Deposits and

Loans/Advances
(Fercent par annum}
May 1, | Oclober 16, | January 1, | Sept. 16, | July 1. Fram
Fariculars 1977 | 1980 1o 1985 1a 10985 1o 1046 to duly 1,
o OeL15, | Dan 31, Sepl. 15, | June3D, | June3d, | 1987
1980 | 1984 1985 1986 1987
1 2 3 4 b & T
g} Special Cradi
iy Loans given in
the Spacial
Economic
fone [SEZ) of
Chiltagang Hill
Tracta region 11.0 501 50 510 5.0 5.0
i) Small loan
SChama,
spacial cradd lor
sall growars, sell
employment
programme, ale, — 13,02 130 13.0 130 13.0

11 Efectve from Apnl 18 1984 excepling the loans on trading pusposo. The rabe wiss
13% dumng Oetober 16, 1880 o Aprd 17, 1964,

12 Service charge at 2% over the narmal inferast ras of 13% ane appled with eflect frem
April 1, 1934,

(Continuad)
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X. INTEREST RATES STRUCTURE OF THE BANKING SECTOH
IN BANGLADESH
A. Bank Rate and Scheduled Banks' Interest Rales on Deposils and

Loans/Advances
{Parcent per annum}
May 1, Cigtober 16, | January 1, | Sepd. 18| July 1, Fram
Particulars 1977 19880 1o 1885 o 1985 to 1586 i July 1,
io Oct 15, | Dec. 31, Sept, 15, June 30, | June 30, | 1887
1980 1984 18985 1888 1987
1 2 3 4 5 B )
h} Loans for —_ 5.0 5.0 50 5.0 &0
construction o (Fural araas
house in rural w.oel
arpas and January, 1984}
urban areas 16.0 16.0 16.0 16.0 18.0
[Lirkewn araas
w, e f.
Dacembar 22,
198.3)
i} Advancesfor — 16,0 ap 180 16.0 16.0 16.0
intarnal irading (w. ek {Lpio
Dac., 5, Th.1 lakh)
1581)
b} 18.0 18.0 18.0 18.0
{Excaeding
i} Interest Th.1 lakh)
an Import
latters of crodit — — -_ -— 1.70 1.70
{ Maimiam| {hiammmum)
k) Advances — 20.0
against FOR {wia Effective from March 1, 1905 the rate 8 3%
Decambar above the rate of inferesl allowed on tha
1,1984) refevant FOR upta Tk, 1 lakh. Exceeding
Th. 1 lakh the miares] rate s 20%.
[}  Indar-Bank call
Money Rate — — —_ — — 10.75-15.0
{Continued)
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X. INTEREST RATES STRUCTURE OF THE BAMKING SECTOR
BANGLADESH

B. Rates of Interest on Term Loans’ (effective from July 1, 1986)
{Percent per annum)

IN

Diebd-equity Devaloped/iless | Loast developed | Forindustriss using Emall? and
Falis developed arsas | arsas domestically Collaga
produced Industries
capital goods
G40 12.0 1.0 10,0 10.0
[irrespedive of
70030 13.0 12.0 110 dabl-equity
ratic and place
BO20? 135 12,5 11,5 of location of
the project)

It wae dacided on October 1, 1886 thal B banke may fealise sendon chargs [not applicabla for
smiall and calage indusiies) on rm Dans al a mlo nol oeoeding &% proveded the oans ans

aatgnded fram thes cwn rescurcas
Projects with invesiment sxpanddura uplo Tk 1,50 croems:
Dabt-aguity raie of B0:20 & not applicabls for developed areas.
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X. INTEREST RATES STRUCTURE OF THE BANKING SECTOR

IN BANGLADESH

C. Rates ol Inleresis for the Bangladesh Bank's Relinance/Counier

Finance 1o Scheduled Banks

{Percent par anmum)

Hates of interest on

Commoditias/Secions Rafinance (Effective from

30.6.1988)

A, RHelinance

1

Jdute (To the exient of 30% of the tolal credil

extended by banks to the jute seclor) 2.5

2. Expon Credit for Loose Tea (To the extent of 100%
oulstanding advances kess overdues) 55

3. 1} Pre-shipment Expor Credil for Non-fraditional items

{100% of the pre-shipment expord finance of banks less

overdusas) 5.9
i) Pre-shipment Export Credit for three Mon-traditional

iteme anly, viz_, light enginearing and electronic

goods, handicrafts and handioom productks {100% of

the pre-shipment expor finance of banks iess overdues) 3.5

4. Bugar Mills 10.75
[50% of the credit extended by banks to sugar mills) (Bank Hala)

5. Working Capital Loans lo industries (50% of the 10.75
credit exlended by banks as working capital loans {Bank Rate)
1o industries astablished on or after July 1,1585)

6. Expor Bills
{To the extent of 50% and 100% of the Lills in respeact 5.5
of traditional and nen-traditional expors respactively)

7. Duty Draw-back Credit Scheme {lo the exient of Frea of Interest
100%: of loans extended under Duly-Draw-back
Credit Schamae)

8. Term Loans lor Project Finance 2 percent below
(Against term loans sanclioned the normal rate
on or after July 1, 1986 for of interast charged
project finance} by 1ha banks

1Continuad)
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X. INTEREST RATES STRUCTURE OF THE BANKING SECTOR
IN BANGLADESH

C. Rates of Interests on Bangladesh Bank's Relinance/Counter
Finance to Scheduled Banks

{Percent per annum)

FRatas of interest on

Commodities/Sectors Refinance (Elfective lrom
30.56.1388)

2. Tannery Unils 10.75
(BMRE finance of the exisling lannary unils [Bark Fate)
to the extent of 100% of such finance)

10. 100% of local currency 15

advances in SEZ ol Chiltagang Hill Tracls
Region (Tha Finanaing bank would dshurse
thesa kbans at an interest rate of 5% per annumy)
11. Reafinance under IDA Credit No. 1065-BD
a} Upla Tk. & lakhs 5.4
b) Above Tk. 5 lakhs upto Tk, 15 lakhs B.0
c) Above Tk. 15 lakhs upla Tk. 30 lakhs 7.0
B. Coumer-Finance : 10.75

Government Food Department and the BADC [Bank Rale}

{To the extent of the lolal credit allocated by

the Bangladesh Bank)

. Matrx of Interest Rales on Refinance against Agnculiural
Loan (Efective from 30.6.88)
Aslinance Scals in Percentage of Disbursemant
Rates of interast on Refinance | Commarcal B.E.B. and R.E.UB| BSBLADA Credit
iin parcant per annumy) Banks Mo, 1147-B0
7.5 Below 505% Upte 50% Flalrate of B.5
percent for all
categories of
refinance
8.5 50% o below B0% Above 509
uplo S0%
95 60% to below B0S%  Above 90%
uplo 95%
10.75 From 80% upio Above 85%%
1005 upto 100%
{Caniinued)

168



X. INTEREST AATES STRUCTURE OF THE BAMKING SECTOR
IH BANGLADESH

D. Rates of Interest on Non-Resident Foreign Currency Deposit
{NFCD) Account®

(Parcent par annum}

Jung 30, 1988 Juni 30, 1989
Maturity of Deposits Pound U.5. Dollar | Pound
U.S. Dollar Sterling Sterling
1 menth 7.50 B.25 g.62 13.52
3 months 7.62 B.B1 9. 40 13.81
& moenihs T.81 9.18 3. 44 13.75
1 wear B.25 882 g.41 13.56

* These rates an genarely refaed svery month
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Xl. BALANCE OF PAYMENTS
1957-88 1888-89
ftems/Sactors In crora In rrallicn In crore In mnillion
Tk Uss Tk, us$
Expor (F.0LB) 3,704.6 1,186 4,116.1 1,281
kmpart (G & F) -0,328.8 -2,986 =10.847.7 -3,375
O which: foodgrains (1.827.7) {489) (1,224.5) {—381)
Trade Balance -5,624.0 -1,800 =6, 731.6 ~-2,084
Sarvices [nel) —i45.1 —144 —-473.B -4
g} Inflowa SEE.6 a10 1,256.7 381
b) Ouiflows -1.416.7 -454 -1,734.5 -544
Of which : Intarest Paymeants (~562.2) {=180} {~6E68.9) (—208)
Privata Unrequited Transfers 24811 T&d 2,686.0 836
Current Accoun! Balance -3,611.0 -1,156 -4 524.4 -1,407
Capital Account (MNet) 4,016.0 1,262 4,542.0 1,413
Ald Disbursament 51298 1,641 £.354.3 1,660
Food (938.7 ooy Tasgd} IfE?'-?
Commadily! {1.593.9 510) {1.729.8) (538
Project (2,587.2) {831} {2,905.1) (304)
Amorizalion Paymenis -51d.6 =166 -B17.2 —182
Food Cradits {nat) 197 & 126.8 43
a) Borowings {122 5) {ag) (176.8) {55)
b} Repaymaenls {=102.8) {=33) {~-40.0) [=12}
Trusl Fund {net) -47.5 =31 =7a.5 -23
Aircraft Loan {net) —35.4 =11 1427 ad
Shor-larm Loan to BPC (net) —-63.1 -20 e e
Dshar Capital -294.4 =G4 -280.9 =87
Erors and Ommissins -193.6 -33 —-130.2 —41
Overall Balance 425.9 136 i7.6 L
Maonetary Movemants [increase -} —425 9 —136 ATE =" -
Bangladesh Bank —455.3 -146 -86.2 - 27
Fargign Exchange ~367.9 -118 -a7e.2 -118
Liakilities —87.4 -28 20827 &1
Of which: Fund Credit (41.2) {13 (282.7) (91}
a) Disbursamenis 1361.3) (1158) 1557.6) {173}
b) Aepaymentis {=320.1) (=102} (-264.9) {-82]
Commarcial Barks 20.4 i0 686 21
a) Assels -11.8 -3 558 2
B Llabilies 1.2 13 2.8 i

" Includes IMF subsidy of $0.7 m and § 0.8 m in 1987-88 and 1988-58 raspectivaly.
Sowon - Stafistice Depariment, Bangladash Bank:
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Xil, MERCHANDISE EXPORTS (RECEIPTS)

1587-88 1988-859
Commodily/Seclors In crore Inmiliion | Incrone In milon
Tk, uss Th Uus 5
Total Exporis (FOB) 3,704.6 1,186 4,116.1 1,281
1 F}nw Juig 2631 B4 268.3 83
2. Jute goods 875.8 2384 59,7 299
3. Tea 1192 38 135.2 42
4. Leathar 422.8 136 4501 140
5. Fish, shrimps and frog legs 504.1 162 5a5.3 167
6. Readymada garmenis 1,288.1 412 1,978.4 424
7. Maptha, Furnace oll & bifumean 44,9 14 51.8 16
B, Mewsprim 192 & 135 4
8. Fartilizar 501 18 188.7 52
10. Others 1173 38 155.5 49

Sourch | Stabistics Dapardmant, Bengladesh Bank,
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XIll. MERCHANDISE IMPORTS (PAYMENTS)

1987-88 1588-85
Commodity/Seclors In crore In million In crove In miion
Tk uss Tk UsS§

Total Imports (C & F) 8,328.8 2,986 10,847.7 2,375
1. Feodgrains 1.827.7 4849 1.224,5 a8

& Fiea (464.6) (150) {54.6) {17}

b} Whaat (1,068.1) {33g) {1,169.9) {364)

Edible oil and oil sesds 4131 132 407.6 127

Petroleum cruda and

patrolaum products 624.5 200 823.0 256
4.  Cotton 1801 51 158.9 ad
5, Texids yam 1102 25 118.4 ar
a6, Ferilizers 104.4 a3 1431 &5
7. Chemicals LE3.O 180 611.4 190
8. GCement 1468 .4 48 181.5 (F
9. Sugar 48.7 16 932 26
10, Capital goods and other

BICASSOMIRS 26733 856 a.s031 1,080
11. Cihers 2,854 F G485 3. 584.0 1.114

Souren | Statisics Department, Bangladash Bank,
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XIV. FOREIGN AID, EXTERNAL DEBT AND DEBT SERVICE

{In million US %}
Particudars 1987-88 1888-89
1. Foreign Al @
a) Gross disbursemant during the year 1,640 1,669
b) Gross Commitment during the year 1,530 1.865
c)  Total commitmenl since 1872 22,063 23,328
d] Total disbursemen! since 1972 17.250 18,818
2. Debt Service 2B9 341
3. Debt Service/Export Ratio 24.37 26.62

Sourct | Planning Commissian,
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XV. INTERNATIOMAL RESERVES

Total Reserves (Including IMF Reserve Position)
Period
Im million Taka In milian US Doltar
1977-TH 4048 269
15978-79 5840 393
1279-80 4053 275
1980-81 4523 25l
1981-82 2658 122
1882-83 876G 358
1983-84 13555 539
19684-85 11068 aa5
1885-8B6 14408 476
1986-87 22151 Ti5
1967-88 26963 B5G
1988-89 29454 813
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XVI. EXCHANGE RATES
{Period Average of Odficial Hates)

Yearhonth Taka per L., Dallar

(Annual Average)
18977-78 15.1168
1878-79 152231
1979-80 154800
18B80-81 16.2686
1981-82 20.0652
1982-83 23,7953
1983-84 24.9437
1984-E5 25.9634
1985-B6 25,8861
1986-B7 A0, 6294
1287-88B 312467
19588-89 A2.1425

{Manihly Average)
July, 1988 31.65
August, 1988 32,00
Seplember, 1955 3200
Dctobar, 1988 32.00
Movember, 1988 32.17
Dacember, 19588 g2.27
January, 1989 32.27
February, 1989 az2.27
March, 1989 32.27
April, 1989 32,27
May, 1589 32.27
June, 1989 3287
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XVil. WAGE EARNERS' REMITTANCE
Ramiftance
Pariod
In Milion WS Collar In Crore Taka

1977-78 101.58 15416
197E-79 124,04 188.83
189759-80 248,84 385.45
1880-81 378.74 519.74
1981-B2 412.38 B839.65
1982-83 617.28 148015
19583-B4 596540 1481.00
1984-B5 439.10 1146.54
1985-86 55510 1661.11
1986-8B7 GA6 .40 2136.25
1987-B8 737.00 2303.80
1958-89 771.00 247743
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XVill. OFFICES OF THE BANGLADESH HBANK
(As on June 30, 1883)

Head Olflce
DHAKA

Offices at
MOTHHEEL (DHAKA}

SADARGHAT |DHAKA)

CHITTAGONG

KHLILMA

BOGHA

HAISHAHI

BYLHET
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XIX. LIST OF THE SCHEDULED BANKS

(&5 on Juna 30, 1959}

A. MATIOMALISED BANKS (7}

{a) Commercial Banks {4)

1. Sonak Bank
2. Janzta Bank
3. Agranl Bank
4

Aupal Bark*

{b) Specialised Banks (3)

1. Bangladesh Krishi Bank
2. Bangladesh Shilpa Bank
3. Rajshahi Krishi Linnayan Bank

B. PRIVATE COMMERCIAL BANKS (10)

i e

Swem s

Pubali Bank Limited

Littara Bank Limited

Arab Bangladesh Bank Limited

International Finance, Investment & Commerce
Bank Limited

Istarmi Bank Bangladesh Limiled

Mational Bank Limited

The City Bank Lirréted

United Commernzal Bank Limited

Al Baraka Bank Bangladesh Limited

Bank of Small Indusirias and Commerca (BASIC)
Bangladash Limitad

C. FOREIGN COMMERCIAL BANKS (7)

1.
2

@b

Amerncan Express Bank Limited

Bank ¢f Cradit and Commarnce Intermational
{Owverseas) Limited

Banque Indosuez

Gnndlays Bank pio.

The Standard Chartered Bank

Habib Bank Limited

alate Bank of India

By kaoping 51 percent cwnarship in the Qovarmement Seciar, the Rugall Bank was wansipmad inlo @
Public Limited Company in Decambar, 15856,
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: Annexure-A
Rin Shalishi Board (Debt Seltlemant Board)

In ordar to reduce the burden of varous kinds of debl of the farmers and for
datermining policy, making review and taking decisions lo protect them from the
possibility of losing thair landed propery in the process of realisation of usuricus
loans extended by Money Lendars (Mohajons) the Government formed an eighlean
member 'Jaliya Rin Shalishi Board'. The scope of operation of the Board will be: (i) to
reviaw the credil problems of small and marginal farmers and sharecroppers; (i} to
gxamine and review the existing system and amount of non-institutional-agriculiural
keans; (ill) 1o review and take decision regarding the non-institutional interes! rates
including compound rates of interest relating 10 agricubural credit; (iv) to review, in
phases, periormances and propar impiemeniation of activities of the Rin Shakshi
Board; (v) 1o réview the question of prevention or reduction of the transfer of iand by
small and marginal farmers al the time of financal crisis: (vi) o review any olher issues
relating to agricultural and rural credit; and (vil) to take decision and inifiala action
relating to all the ciled measuras. The Rin Shalishi Board has also been formed al the

" Upazilla levels.

2, The Rin Shalishi Board shall have the authority to take decisions in respect of
saven clearly defined issues. These are :

i) Prayer lor exemplion/reduction of the cash loans, crop boans or seed kpans
given by individuals or Mohajons;

iy Prayer for getting back the signed or thumb impressionad blank papers given
by the loanees;

iily Prayer for cancellation of sale deed of landed propery and conversion of the
gale proceeds into interest free loan if the same has been purchased at less
than the market price;

v} Prayer lor transformation of sale deeds of specific price into usufructuary
mortgage deeds (Khaikhalshi Bandhaki Dalil) within specific time pariod;

v) Prayer for reasonable reduction in the rate of inleras! in the case of exorbitant
rates;
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wi] Prayer lar rational reschaduling of the instaimeanis of loans payabbe by the
farmers; and

vil) Prayer lor return of mortgaged or usufructuary (Khaikhalshi) lands to its
owners from Mohajons in appropriale casas,

3. The Rin Shafishi Board shall give its arbitration (Roedad) or decision through
compromise batween the deblor and the Mohajon. An appeal may be filed 1o the
Board against its decisions, bul no case could be filed in the Court. Another important
aspect of the aclivitias of the Board is that the deblors would not be subjected o
unnecessary harassment of coming to the city for consideration of any of their
prayers. The Board will conduct hearing of both the partias, examine the papers and
amve at a setllemant in a summary manner at the Union Parishad Oifice.

4. As Chairman of the Board, the Honourable President gave some imponant
decisions about inslitulional credit in the first meating of the Board held on February
1, 1989. The decisions are : (I} The contents of the Circular issued by the Ministry of
Finance in 1986 regarding remission of penal and general interasts will also cover
agricultural loans, spacially crop loans and banks shall allow remission/axemplion of
interest upon application by the borrowers. (i) Banks shall arrange meating of their
Board ol Director/Executive Committee al regional levels so that prayer ol lhe
distressed farmers for remission/exemption of their loans could be dispensaed with
instantaneously; and {iii) Banks shall arrange, upon applicafion by the borrowars,
dispesal ol cenificale cases not exceeding Tk, 3.000.00 sutside the Court.

5. Aftour-member Upazilla Rin Shalishi Board was formed in all the Upazillasol the
country. The Assistan! Commissionar (Lamd) of tha concemed Upazilla will act as
Chairman of such Board. The second and third members of the Board will ba
neminated by the Government in consultation with members of the pariament. The
Chalrman of tha Unkon Panshad of the Union in which the case occurred shall acl as
the lourth member for the concerned case. A filth member will be nominaied from
amongs! the representatives of local Farmers Association of the concerned Upazilla.
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