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10th August, 1979

Banking and Investment Division,
Government of the Peoples’
Republic of Bangladesh,

The Secretary,
Ministry of Finance,

- 1978

Annual Report

In terms of Sub-Section (5) of Section 24 of Bangladesh Banks

(Nationalisation) Order, 1972 we have the pleasure in presenting the Annual

Report of the Bank together with the Profit and Loss Account and Audited
Yours faithfully,

Balance Sheet for the year 1978.

(K. A. RASHID)
Chairman of the Board
&

Managing Director
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PROGRESS AT A GLANCE

Amount in Crore Taka

31st December

For the Year 1974 1975 1976 1977 1978

Total Income Tk. 14-84 ' Tk. 2362 Tk. 29-52 Tk 336‘89 Tk. 46-32
Tdtai Expenditure Tk. 1172 Tk. 1553 _ Tk. 20-41 Tk. %'27-11 Tk. 39-93
Net Profit Tk. 312 Tk. 809 Tk. 911 Tk 978 Tk. 6-39
Capital Tk. 300 Tk .,’3‘00; Tk. 300 Tk 300 Tk. 3-00
Reserve Tk. 088 Tk. 339 Tk 442 Tk j 4-67 Tk. 5-00
Deposits Tk. 223-92 ”\Tk. 33293 Tk. 384-41 Tk. 46615 Tk, 599-50
Advances (Including Bills) Tk. 167-70 Tk. 21505 Tk. 241-89 Tk. 362-48 Tk. 483-30
Total Foreign Exchange Business Tk. 15574 Tk. 397-5§ Tk. 589-18 Tk. 65526 Tk. 1052-57
Total Number of Offices 359 400 450 600 709
6294 6989 8556 10135 1_1 744

Number of Employees

1
1

crore =10 millions

million =10 lakhs




IN PROGRESS

A PROFILE
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Taka in Crore

50

Capital. Reserves.

Total Expenditure

Total Incame.

Net Profit

Taka in Crore.

Taka in Crore.
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ECONOMIC & BANKING TRENDS

THE ECONOMY :

The economy of Bangladesh made notable
progress during the fiscal year 1977-78. The
gross domestic product increased by 7-8 percent
as against 1-7 percent during the year 1976-77.
Agricultural production increased by 7-4 percent
as against a decline of 1-4 percent during the
preceeding year. Industrial production rose by
10-4 percent during the year as against an increase
of 91 percent in 1976-77. The improvement in
performance of the industrial sector was made
possible by taking certain steps in further utilisa-
tion of capacity, bringing about labour discipline
and working efficiency. The growth rate in other
sectors of economy taken together worked out
to 8 percent.

Inspite of marked improvement in availability of
goods, the pressure on prices continued during
the year. The cost of living index rose to 45727
in June, 1978 (taking 1969-70 as base year)
which represented an increase of 12-23 percent
over the year as against an increase of 11-30
percent in the preceeding year.

The picture of the economy at the commencement
of the year 1977-78 was one calling for a vigorous
thrust towards substantial increase of the total
domestic output, imports, exports and investment.
The measures taken had impact in the progress
of some major sectors of the economy.

AGRICULTURE :

Agriculture is the basic sector in the economy of
Bangladesh providing occupation to about 75
percent of the total labour force and contributing
to about 50 percent domestic product. Priority
attention has been given to the agricultural sector
which was aimed at increasing production with
particular emphasis on foodgrains. In the Annual
Development Programme of 1977-78 substantial
allocations have been made towards develop-
ment of agriculture. The Government have taken

certain realistic steps for boosting up production
by streamlining distribution of inputs like fertilizer,
seed, power pump etc. from the easily available
sources at farmers’" level. For purpose of
effective utilisation of production inputs, institutional
credit facilities were provided to the farmers.

The estimated production of foodgrains during
the year 1977-78 was 133-75 lakh tons. The
major productions are from Aman and Aus Rice
in which there was about 6 percent increase over
the production of 1976-77. The improved system
of productive activities and favourable weather
condition contributed to the rise in production
during the year. Wheat cultivation in Bangladesh
although started during the last 2/3 years, showed
an encouraging trend in production and the
crop estimate for the year 1977-78 was 3-5 lakh’
tons. The wheat is supplementing well the staple
food requirements of Bangladesh.

In the non-food items, jute is our principal cash
crop. The production for the year 1977-78 was
52 lakh bales as compared to 47 lakh bales during
the year 1976-77. Among the other items of
production are sugarcane, tea, potato etc. There
has bsen considerable increase in production
of those items also. The production of sugarcane
for the year 1977-78 was 65-90 lakh tons as
against 64-:01 lakh tons in 1976-77.

With the increased production, the overall food-
situation in the country was satisfactory. Against
an estimated foodgrain requirement of 135 lakh
tons the total production was about 120-38 lakh
tons showing a deficit of 14-62 lakh tons. The
Government built up its food stock by internal
procurement from the growers during the har-
vesting season. The balance requirement has
been supplemented by imports from abroad.
The internal procurement during the year 1977-78
was about 5 lakh tons. The Government food
stock is released for distribution in statutory
rationing areas and modified rationing areas



throughout the country. Inspite of the rise in
the price of other commodities under inflationery
pressure in the economy, the foodgrains price
was kept at a reasonable level to save the common
people from hardships.

INDUSTRIES

The performance of the industrial sector showed
significant improvement and was able to contri-
bute 10-4 percent increase in the year 1977-78.
The G.D.P. in this sector increased to 8-43 percent.
The output in major industries like jute goods,
cotton, cloth, paper and board, newsprint, ciga-
rettes, matches, cement, steel, sugar, tea, vegetable
products and natural gas recorded considerable
increase.

The liberal import allocations for industrial raw
materials alongwith improvements in procedural
matters brought about a marked improvement
in capacity utilisation. Steps taken towards
improving operating efficiency and financial
management of the public sector corporations
brought about marked increase in overall indust-
rial output. The increase in industrial output
improved the availability of exportable surplus.

INVESTMENT :

The trend of investment by the private entre-
preneurs remained encouraging during the vyear
1977-78. As compared to the total investment
of Tk.81 crores in 1976-77 the total investment
in 1977-78 rose to Tk. 211 crores. The Govt.
policy of disinvestment of industrial units conti-
nued and about 246 units were disinvested during
the year 1977-78.

The Government have decided to disinvest
nationalised Industrial units according to the follow-
ing criteria:-

(a) Units which were comparatively small
in size,

(b) Units which the sector corporations were
not in a position to run economically,

(c) Units which are located in remote areas,

Unprofitable enterprises.

(d)

FOREIGN TRADE :

All possible efforts were made for boosting up
exports of both traditional and non-traditional
goods. Certain promotional measures were taken
which include :—

(i) Introduction of the Export Credit Guarantee
Scheme,

re-organisation of the Export Promotion
Bureau from a Govt. Department to a Semi-
autonomous body in order to give it opera-
tional flexibility,

(if)

extending graduated rate of XPL to a total
of 63 exportable items,

(iii)

(iv) expansion of easily available banking facilities.

The export target for the year 1977-78 was
fixed at Tk. 750 crores against which actual
exports stood at Tk. 747-72 crores.

The import policies during the two shipping
periods of 1977-78 provided allocation of Tk.
1214 crores against which actual imports were
estimated at Tk. 1294 crores. The O.G.L. system
with respect to certain commercial items and raw
materials for Industries, enlargement of Wage
Earners Scheme are the notable features of the
import policy. The high level of import had an
all-round healthy effect on Promotion, Supply,
Investment and Govt. revenue collections. The
draw-down of our foreign exchange reserve
which has accompanied this, represents exchange
of money for goods aimed at contributing to the
economic benefit reducing the inflationary pre-
ssure on commodity prices.

MONEY SUPPLY :

The monetory and credit situation during the year
was characterised by Substantial expansion in
money supply associated with expansion in
credit and rise in deposit resources. Money
Supply recorded an increase from Tk. 1253-41
crores as on 31.12-77 to Tk. 153716 crores as
on 31.12.78.

BANK CREDIT :

The outstanding level of bank credit increased to
Tk. 1930-87 crores as on 31.12.78 which was
Tk. 1591:63 crores as on 31.12.77. The total

s
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increase was Tk. 339-24 crores which reflected
an increase of 21-31 percent over the credit of
the previous year. In the face of inflationery
trends in prices, Bangladesh Bank adopted a
number of selective credit control measures to
curb the unhealthy operation of credit. The
measures could not however, bring credit contrac-
tion. Besides increase in Public Sector Credit,
there was substantial rise in credit to Government
which they utilised in food grain imports. Finan-
cing of large imports in Public and Private Sectors
and enlarged agricultural credit absorbed in the
special 100 crore Taka Programme contributed
to credit expansion. The retirement of credit in
large sectors like Jute and Textiles fell short of
expected targets.

BANK DEPOSITS :

Bank deposits increased to Tk. 1957-62 crores
as on:31.12.78 as against Tk. 1659-38 crores as
on the corresponding date of the previous year.
The expansion of banking activities in the rural
areas was aimed at mobilising larger deposit
resources. But the growth was not upto expec-
tation. The monetory expansion in the rural areas
due to larger volume of Institutional credit for
agriculture, higher prices of raw jute and larger
quantity of domestic procurement of food-grains
involved larger expansion of currency outside
banks. The rising cost of living involved larger
expenditure in consumption needs which resulted
in slower growth of deposits.

CREDIT POLICY :

The credit policy pursued by Bangladesh Bank
provided for selective credit restrictions and the

extension of credit facilities to preferred sectors.
The important measures taken include the following:-

1. For meeting requirements of the housing sector
the commercial banks were required to grant
longer term credit facilities for construction
of residential and commercial buildings. In
addition, a special financing programme for
construction of multi-storied buildings for low
and middle income groups in urban areas
has been introduced at a concessional rate
of interest at 5%. The House Building Finance
Corporation and the Nationalised Banks are
the financing institutions involved.

2. A special credit programme of Tk. 6 crores
was introduced for extending loans to Small
Cottage Industries by Commercial Banks.

3. Effective from 3rd January, 1978 banks were
allowed to make advances for imports under
Wage Earners Scheme upto full Taka value of
funds in Foreign Currency Accounts/AIPS
at the official rate of exchange except for
certain specified items.

4. Effective from 20th March 1978 banks were
allowed to make clean advances upto Tk.
1500-00 per party for extending electric
connection.

5. Effective from 12th April, 1978 banks have
been allowed to extend credit facilities for
lifting of sugar allowed by Food Department
subject to 50% margin requirement and
adjustment within 45 days from the date of
advance. :

———
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THE BANK'S OPERATIOKS :

Commensurate with the general trend witnessed
in the banking system, the operational growth
maintained a steady progress during the year
1978. In mobilising resources, the Bank maintained
a policy of broad-basing the operations to bring
banking facilities nearer to the doorsteps of people
in rural Bangladesh.

DEPOSIT GROWTH :

The Banks total deposits including deposits of
overseas branches stood at Tk. 599-50 crores as
on 31.12.78 against Tk. 466-15 crores as on
31.12.77. The rate of growth achieved was 28-60
percent. The analysis of the deposit structure
reflects the position as under:

(Taka in crores)

Year Time Deposit Demand Deposit  Total Public Sector Private Sector Total
1977 : 214-21 251-94 466-15 265-93 200-22 46615
1978 : 253-82 345-68 599-50 349-64 249-86 59950

Deposits from rural branches stood at Tk. 90-57
crores as on 31.12.78 against Tk. 68-31 crores
during the year 1977. Rural branches’ deposits
represent 15-11 percent of total deposits. The
Bank's total deposits represents 30-62 percent
of total banking sector.

CREDIT OPERATION :

The Bank's total advances as on 31.12.78 in-
creased to Tk. 483-30 crores against Tk. 362-48
crores as on 31.12.77 which represents 33-33
percent increase of the outstanding credit. The
distribution to the Public and Private Sectors
were Tk. 343-12 crores and 140-18 crores res-
pectively as against Tk. 253-04 crores and Tk.
109-44 crores as on 31.12.77.

The increased credit to the Public Sector was
Tk. 90-08 crores which was 35-59 percent and

that to the Private Sector was Tk. 30-74 crores
i.e., 28-08 percent. The heavy increase in Public
Sector credit was due to absorption of larger
volume of credit by the Jute Mills. The demand
for credit continued to increase both in Public
and Private Sectors. The failure of timely retire-
ment of credit tends to create undue strain on
the

resources in  maintaining

liquidity.

commensurate

It has been the avowed policy in the Bank's
credit system to make wider dispersal of credit
to the various economic sectors instead of con-
centrating the same to a limited group. The priority
sectors like Agriculture, Transport, Small Industries,
Export Oriented Industrial and Commercial Enter-
prises etc. are given special attention in matters
of catering credit facilities. The distribution of
credit to some of the major economic sectors

were as under —




(Taka in crores)

31st December

1974 1975 1976 1977 1978
SHORT TERM LOANS :
Sugar Mills 9-52 13-563 - 1778 20-84 13-16
Cotton Mills & Textile Corp. 1-38 3-07 1-61 41-03 29-37
Jute & Jute Goods. 67-13 70-48 79-70 97-60 129-47
Agriculture. 118 371 8-43 2374 3714
Transport. 2-64 1-78 216 258 4.52
Small Loans. 2-31 371 5-95 7-85 10-53
Tobacco. — — 1-78 5-40 5-30
Trade & Commerce. 65-86 9910 94-00 14218 166-67
Others, 1718 18-52 29-00 18-56 81-04*
LONG TERM LOANS :
House Building. - 015 0-42 170 350
Small Industries. 050 1-00 1-06 1-00 2-60
| Total : 16770 215-05 241-89 362-48 483-30

*The figure includes heavy overdraft on Barter Accounts.

JUTE FINANCE :

Jute Trade and Industries absorb the major volume
of Bank Credit. During the jute season 1977-78,
the level of prices was high. The norms for jute
mill finance were relaxed to cover six months
consumption requirements of raw jute as against
three months’ stocks previously. Peak level
utilisation of credit for jute during the year stood
at Tk. 129-47 crores. Some of the jute mills
developed under the Balancing and Modermnisa-
tion scheme were provided with installation of
additional machineries which increased their
production capacity with consequent increased
requirement of credit. The increase in cost of
spares and other inventories being higher a large
volume of czdit was absorbed in those items
outside jute /stocks.

Jute advances increased to Tk. 129-47 crores
during the year under review as against Tk.97.60
crores in the preceeding year. The increase was
32-65 percent over the previous years advances.
The advances to Jute industries was to the tune
of Tk. 74-98 crores' ana that to Jute Trade amoun-

ted to Tk. 54-49 crores. The Bank maintained
its leading position in Jute Finance.

SMALL LOANS :

The Bank's Small Loan Programme for financing
Small Trade and Industries was strengthened.
The targets and norms fixed by Bangladesh Bank
weére maintained. The outstanding credit for
financing Small Trade and' Industries increased
to Tk. 10-53 crores as on 31.12.78 from Tk. 7-85
crores as on 31.12.77. The number of loanees
increased to 21,675 as against 16,472 during
the preceeding year. Besides Small Trade and
Industries the programme envisages credit faci-
lities to all class of people in various occupations.
The lower income group people like Rickshaw
Pullers, Tailors, Blacksmiths, Carpenters and
other self-employed persons are provided with
credit facilities. Credit to those people are consi-
dered on basis of utilisation for genuine
purposes rather than making the same security

oriented.
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FINANCING OF SMALL AND COTTAGE
INDUSTRIES :

In order to build up a self-relient economy the
Government has been giving emphasis on develop-
ing the rural and semi-urban areas specially in
the under-developed regions. Establishment of
Small and Cottage Industries has been considered
as one of the means. In order to assist the genuine
entrepreneours, the Bank has been actively parti-
cipating in financing the long term capital needs
as well as running capital for production. In

‘order to provide technical assistance, to extend

promotional activities and to maintain effective
co-ordination with other agencies, a separate
department styled as “Small Industries Depart-
ment” has been set up at Head Office. This
department in co-ordination with Bangladesh
Small Industries Corporation, undertakes feasi-
bility study and other technical services to pros-
pective promoters.

Under the special programme of Tk. 6 crore for
financing Small and Cottage Industries by

Commercial Banks, our Bank has financed 164

units in different parts of the country involving a

total amount of about Tk. 77 lacs upto 31.12.78.
Against a Cash Foreign Exchange allocation of
Tk. 1-50 crores in consortium arrangements
with Bangladesh Small Industries Corporation,
the Bank has offered financing of export oriented
Small Industries. The Bank has sanctioned 8
units for total cost of about Tk. 1-42 crores.

Another 8 units under IDA credit 353-BD involving
an amount of Tk. 76-54 lakhs have been sanctioned.

AGRICULTURAL CREDIT :

The volume of agricultural credit continued to
show sizeable expansion in productive utilisation
of rural creditt The outstanding Agricultural
Credit as on 31.12.78 was Tk. 37-13 crores. At
the initial stages of our undertaking financing of
farming, bulk of the credit used to be utilised in
financing seasonal crop production. During the
last two years the Bank has undertaken the financ-
ing of other allied activities in rural occupations
like fisheries, poultry and diary farming on examina-
tion of the viability of individual project. The
volume of various types of credit to the agricultural
sector is reflected in the following figures :-

(Taka in crore)

Limit sanctioned Outstanding as on

Various schemes & programmes 1975 1976 1977 1978 31.12.77  31.12.78

Loans to farmers through IRDP Co-

operatives (for production of Paddy/

Crop). 5-25 6-92 6-97 14-55 721 10-84

Loans to Jute growers under Bangla-

desh Jute project disbursed to Direc-

torate of Agriculture. 0-90 0-90 1-00 6-75 0-44 218

Loans to sugar-cane growers through

Sugar Mills. 5-07 497 s 5-39 5-14 5.98

Loans to Tobacco growers through a

Tobacco Industry organisation. 0-50 0-50 L —_— _ .

Loans to farmers under Direct Financ- y

ing Scheme. e — 0-34 012 012 ' 017

Loans under Tk. 100 Crore Special

Agricultural Credit Programme (SACP) — e 11-51 1145 10-00 1669

Other crop loans in TCCA areas (wheat,

Potato, Tobacco, Pulses, Qil-seeds etc.) — 1-04 1-61 213 0-74 110

Loans to Dubla fishermen’s group under ‘

Coastal Fishery Scheme. —_ — — 0-34 —_ 0-28
Total : 1172 1433 2143 40-73 23-74 3714




