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operating abroad. In fullliment of this objective, 1L has
opened the following foinl verilures:

Bank of Maldives Limited: [FIC Is the frst among the
private banks to have operations abroad. Right in 1968 (e
20 years ago, the Bank set up a jolnt venture bank In the
Maldives known as ‘Banic of Maldives Limited' (BML} at the
request of the Government of the Repubilic of Maldives, It 1s,

IFIC Bank metioulously followed ts orlgnal objective of

however, mow  completely  owried by the Maldives
Government,

Oman-Banglndesh Exchange Company (LLC): In 1985 [FIC
Bank established an Exchange Company named ‘Oman
Bangladesh Exchange Company (LLC) In the Sultanate of
Oy [FIC holds 25% of 1ts shares and thi balance 75% ls
bield by the Omanl sponsors. The name of the exchange
company was, recently changed to ‘Oman Intarnational
Exchange (LLC)| The affairs and business of the exchange

company are run and managed by IFIC Bank under a
Management confract.

Nepal-Bangladesh Bank Limited: The flst jolut venture
bank between Bangladesh and Nepal known as ‘Nepal
Bangladesh Bank Ltd. (NBBLY came into operation’ In June,
1994, Management of the Hank {8 vested with the [FIC Bank.

Nepol-Bangindesh Finance and Leasing Company
Limited: [FIC Bank las also established a Joint Venture
Finance and Leasing Company in Nepal in 1898 with 30%

equity ‘under the name and style of ‘Nepdl Bangladesh
Finance asd Leasing Compaity Limited',

BRANCHES OVERSEAS

In Pakistan; the Bank hag two brunches, The ficst oyerseas
branch in Marachl was apaned by the Bank o 1987,
Subsequently, the Bank opened 15 secind brnch at Lahare
I 1805 Bath the branches enjoy reputation and goodwill In
Pakistar and have been operating profitably,
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Financial Performance of IFIC Bank Ltd. from 1998-2002

Banking Training And
Education
In Bangladesh

I The banking scenario all over the world has been
changing very [ast ‘in the recent years because of
deregulution, technologleal innovation and  globalization,
Now banks must compete in the marketplace as never
before, not only with local institutions, but also with forelgn
ones, To survive in such a competitive banking world,
besides developmient of approprinte financlal infrastructure
usually by the central hanks, development  of
‘professionalism” in the sense of developing an appropriate
manpower, expertist and expetlence Is the most important
prefoquisite. And hereln lics the ever-growing importance of
banking education and’ fralning  for infusin
‘professionalism” In the Inatitutions, In this :
the-professional examinations have also an (mportant role to
play.

2, In the context. of Bangladesls there are several trainlng
institutes in the banking sector These are: Bangladesh
Instibute of Bank Mandugement (BIDM) and Bangladesh Bank
Training Academy (BBTA)L) Besides, all “the [ou(d)
untionalized commeretal banks (NCHsl and a number of
specializod banks and private banks havt thelr own tralaing
Intitules. The major Institute 1s BIBM, which was
established In 1974 by Bangladesh Bank and other
commerclal and specialized banks in order to lmpart trining
to mid and sentor Jovel officers of the banking system, BETA
wiss established i 1979 for praviding training to Bangladesh
Bank officers and stalf] The training institutes of the other
nationalized commerclal and speclalized  banks were
uuhuuhe;: ﬁ:nrggl 19]':‘6 - 77 A number of private
commeret excluding the depationplizel banks),
established theif trining lrliutrl:tgqte;s :1&&?;?3 19808 dnﬁ?g;{)n.
A A% e dlisedd
In real sense of the term, educafion progrm. (degree
awanding) in the baoking system has only been dntroduced
in 1997. The Insiitule of Bankers, Bangladesh (IBB),
established Lefdre Independence but reorganized after 1972,
Is enlrusied to unidertake professionnl banking diploms
examination In order to promote banking education amd
efficiency among the bankers, of the country.

30 In the 1990s, the Ananclal sector reforms measures werne
launched to address the underlying causes for the banking
setor's deflelencies under the Financial Sector Adjustmenl
Crecil (FSAC) of the World Bank. The planned (nanolal
sector reform called for measures to Hberalize interest rates,
ndu‘pi appropriate prudential norms, abolish loan subsidy
and priority seclor lending, strenglhen central bank
supervision and regulation of banks, fimprove the loin
recavery environmedt, improve monetary polley and broaden
capilal markel development. Alongwilh the finanelal sector
ormn program. under FSAC, the USAID provided o parallel
grant as technical assiatance (TA), known as Financial
Sector Reform Project (FSRE) TA, Among many other
objectivey such as assisting to stiengihen bank supervision
capability of Bangladesh Bank, fmprove the, elficlency and

fimanclal viability of NCHs, expand PCHs share n tatal
commerelal banking ete. | the profect was aimed 4l lmproving
the guality of training al BIEM, BB and the NCHy. In this
regard. FSRP prepared a Medium-Term Bank Training
strategy (hereinafter called. the: steategy) (o mid 1990, This
was dong because of the fset that the sustiined
Improverent in the financial systeny would require o major
nierease In quality ind quantity of manpower, '

4. The strategy atmed al fmproving the quality of bank
training, BB's institutional proficiency, and operational and
financlal performance of commerclnl banks. The stralegy
wits based on the assumption that reforms In personnel
policles would lnstitutionallze triining a5 a vital part of
persannel development and ‘place greater eniphisis on
performance-baged promotion. 1t Incorporated  major
initiatives. for strengthening the institutional capability of

esh Bank and for Improving the training capability
of BIBM, BETA and NCB traliing insfitules,

The fullowing progroms were indorporated in the strategy:

1) BB Overseas Advanced Degree Program; 1] Master of Bank
Management {MEM) degree program at BIBM: 111 Mid-career
Banking Course al BIEM: V) BIBM Development; V) BBTA
Development; VI NCB Training Institute Development; ViIlj
“Overseas Traming/In-region Study Towrs antd VI Compitter
T'taliing at BIBM.

6. In terms of implementation status of the strategy, the
achlevement 15 not al all encouraging. In regard to
development plan for BIEM, it haa successfully lnunched the
MBM degree programme with affiliation of the National
Univeralty In 1997, However, (he MBM progmm has been
initlated without any forelgn universtly collaboration (which
was suggested in the strategy) and enrolment of students per
year has been kept at 60, The BIBM suthorily bas been
running the  programme very smoothly. Unlike other
universities and other degree progammes. of the Natonal
University, the MEM programme has nol yel confronted any
session jam (ol even for singlc"'da}']; The proposed
+ 1) sfourteen week mid-career banking course forAGMs 10 make
vl .ﬂgblﬂ for beconiing DGM eould not-be ingtalled at
BIBM. Kather, the Advinted Course On Bink Management
{which was suppesed Lo be upgratied to mid-career banking
course), has been further trimmed and shortened ‘and (he
minbmuim level of participants has also been lowered to SPO
from | AGM. Because of these changes, the present ACEM
oourse of BIBM can In no way serve the purpeses of mid-
career fralning course for bankers. Because of the Inability
of the banking community to spare AGMs for such a longer
tirne durution course, BIAM had 10 biing all these changes
in the ACBM course. But at the same tine, what BIBM did,
it introduced a number of short dumtion (3/4 davs)
workshop/training courses {or AGMs/DGMs, In order to fill
the vacuums created because of modifications, brought (n
ACBM tourse, BIBM tralning programines are contluuosly
Heltig apgraded and modifled keepig In mind the global
chinges and Bangladesh reality, During nineties, alongwith
the reform-hased tratning progrums, HIBM mtroduced some
nEw bradning programs for the banking sector which are
deemed useful In the eontext of the changing banking
environment, These and - Finaneial Dertvatives, Investment
Banling, Assel-Lisbility Managerenit, Firanelal Institutions
Risk Analvsis, Management of Nom-performing Adviances,
Banking  Globalization,  Floating  Exchange  Rale

Management, Treasury Business tic.

6. The Implementation status of medivm term harke tadnlng
stralegy in the context of BBTA and NCB Traiing institule
development, I8 nol, very neteworthy. [n regard to sending
BB afficials for higher degree in foreign countries so as to
increase BE capability, anly a few bave begn sent aboard,
bul the pipject has, by this time, been discontinied,
However, recently’ Bangladesh Bank has undertaken a
numiber of ‘measures  (such as strengthening BETA
infroducing & number of new training programs eto.) for
improving the efficlency and quality of himan resources
under the World Bank financed Bangladesh Bank
Strenglhentng Project. The FSRP consitltants also suggested
dlefalled tratning programnies for NCBS for tpgrading thelr
foundation and specialized courses. Though all those (FSRP
suggested]  programs. were  nol  introduced | very
comprehenalvely in) the NCBs, yef they (NCH tralning
Inatitutes) haye starled a number of nesw training progriams
based on the requirements of curmeil banking needs, PCH
training instilulés are muaH{( catering Lo the needs of newly
recriifed and Junlor level officers,

7. Though In terms of structure, contents and sequence, the
stratey hus been an excellent document, yel ) suffers from
o number of probilems, Firstly, the FSREP did not conslder the
implementabillly and sustainabilily of the triining strategy,
It must b admitted that within an “adverse (raining
envirgnment °, the implementation of sueh wn ambitious
training strategy 1s not possible. The effective

lmplementation of hew alndng methods and  contents

require upgridation of faculty and lrathee selection quality,
leaddership and viston on the part of senior managenent and
on the wholea ‘congerial trafning environment, which is not
ublquitous in the NCBs, Secondly, the proposed stratey was
heavily dependent on the- availability of donor funds; Thirdly,
the strategy did not cover the lssue of (raining needs of dop
executives such as GM, MD, Board Directors ele., for whom
round table conference, seminars, workshops ele. shoiild be
f ged W.FB".’%E‘NW# WSWE:’“'}‘L!;-B;;M&\M the
strafegy has | ot of askdng It to,
ran | MBEM, |m$lhd 1Ag coittse as well dd specidiized
courses angl workshops, While i’ regard {o flrst two (MEM
aned mid-career course), undoubtedly BIEM |s the hest place,
but for running specialieed courses and workshops, e

of responsibility between BIBM and NCB training
institutes would be needed) because of huge demand of
thase spectilized courses,

8, The fundamental objective of the Institule of Bankers,
Bangladesh (IBB} are to' promole and: encourage
educallon and efficiency among the bankers of the country.
For the purpose, BB conducts professional examination to
test the theoretical understanding of the candidates about
the relevant' subjects as well as thelr practical exposure in
the eontext of vonstantly changing clfcumstances,
enviroriment and technology, In ling with the above pirpose,
every year (he [nstitute conducts diploma examinations
twice In' & year for the emplovees of different banks.
Recently, the 1BB authority appointed consultants to sugiest
for Improving is examination Sysiems, modifying: the
examindtlon curflenls and preparing sultable reading
materials (or the candidates.

B, The consultants propesed among other things, the

following chianges in the examination systen of 186

o The examindtion system of BB should hive (wo
totiponents -

- Bunking Certificale fAssodale Exanttration
« Banking Diploma

o The first component will be of two parts ! part -1 and part
- |1, The distribution of papers In part 1 and 1 will be on
the basis of theoretical aid pragtichl nature of the
papers.  Assoclate  examibdtion & o qualifving
cxamination for Diploma, whicl may. be offered in the
following areas:

- Diploma (o Bank Management

< Diplomé In International Binking
- Diplomia In Firandal Seevices

- Diploma in Infoemation Teetnology

# The mumber of examination centres would be rediced fo,
8 {edght),

s “Fyo-examiner for one paper’ system may be introduced
for greater nccuracy and rellability i regird 1o dnswer
soript evaluation

® B8 should set-up permanent syllabus and question
paper moderation commitiee for each sulyect.

= In order to encourage ancd motivate the bink employees,
the examinations should’ be Haked up with' thelr
promotions. Y

The consullants also prepared a detalled syllabues for the
proposed new examination system which was submitted in
18999, IBE s learnt to hnve dispussed the study findings and
proposals at various levels [sueh ad examiiers meeting,
etiuncll meeling ele.) However, It (1BB) is yet lo come up with
tny canerete plan’ [or comprehénsively restrineturing  the
examination system based on the Andings and proposals of
fhe study.

v I Professionall developmient Jof she Banking sector |

y o tmanpower  through | education snd fedRing, & of vital I
Importance to face the challenges of pressnt iy banking.
The existing banking education and training environment s
undoulitedly far away from meeling the challenges of
Banglsdesh and global banking. On the other hand, a
seriolis ind consclous effort lowards an all out development
in banking education and trilning |s not fortheoming, Al
this moment, therefore, what s badly [elt, a vory. well
targeted and goal orfented compreliensive and realistle
integrated  banking edugation, tmining and exwminntion
programme, obviously under the leadership of Hanglidesh
Bank. In this regard, BIEM might acl a8 the secvetariate of
the program, In the mean Ume, a task loroe moy: be
employed to look into the propogals of medium-tenn bank
trafning strategy and the restrocturing of BB examination
syatem. verlfy, their Implementation status and firther
|mplementability and fmpllcations and suggest some
Immediale action plans,

Tonfie A Choudhury
Hrofesnor; BIBM
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Growth of Private Sector Banks in Bangladesh |

ntrofuetion

Banks and financial institutions play an important role in financial
intermediation and thereby contribute to the overall growth (n the
eoonamy, At present, the fnancial system. in Bangladesh consists of
the central bank, nationalized commerdal/specialized banks, private
hanks, foreign banks and other nonshank financial nstitutions. The
miln focus of the paper would be a review in 4 general fashipn on the
gradual evolutlon of private sector banks in Bangladesh and évaluate
thefr comparative position vis-a-vls other types of banks and thelr
future roles I years Lo come.

timdusl Evolutioo of Private Banks

Before Independence of Bangladesh on 16 December 1971 all the
commerelal banks operating here excepting National Bank of Pakistan
Inow Sonall Bank) and Eastern Mercantile Bank [now Puball Banl
Ltch) were privately owned, After mdependence, all the banks dperating
In Bangladesh (except [foreign bunks] were nationalized and
restructured into six banks: Later on, Uttara Bank and Puball Bank
whose majority shares wore held by the Bangladeshis were transfomed
to the private sector In September 1983 and 1984 respeatively,

With a view to ensuring effective and meaninglul participation of the
private sector n the overall development of the economy: and to infuse
competitfon {n the banking system, Bangladesh Bank with the
approval of the Government issued licenses for opening new banks
since early. BOs; At present; there are 30 private banks operaling in
Bangladesh. These private banks are populirly knowni to the piiblic as
First Generatlon Banks (8 banks opened  during 1982-87), Second
Generation Banks (8 banks opened during 1982.96) and . third
Generatlon: Banks (13 banks opened during 1998-01), For our
purpise, we will treat all banks fogether to represent the private sector

on completion of banks.

Warloet Bhige {n Depogils sl in Advances
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The private sector banks In Bangladesh seem (o be very aggredsive in
collecting deposits and In providing advances. Deposits of the private
Lanks Increased slgnificantly durlng the perod under study’ (1985-
2003) but the growth rate came down In recent years as compared to
earller years. Deposlls Increased by 207 percent during 1985-90 and
firther by 112 percent diring 1990-95, The growtli rate slowed down
(o 101 percent and 75 percent during 1985-2000 and 200003 (up o
March'08) respectively, Bul. In terms of market share of the private
banks (o total deposits of the banking system, It showed an increasing
trend over the years. The market share in deposits of the private banks
increased significantly from 17.58 percent dn June 1885 to 24.78
percent {n June 1990 and again to 2746 and 30.30 percent in June
1895 and 2000 mespectively, At the end of March 2003, it stood at
37,59 percent, f

Nepal Bangladesh Bank Ltd.
Ajoint venture with TFIC Banl Ltd., Bangladesh

(Operating in Nepal Since 1994 having |5 Branches)

Head Office/Main Branch
‘Bijuli Bazar, New Baneshwore
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Tel. 977-1-478 1195, 4780770, 4782767, 4780648
Fax: 977. 14781824, 4780316, Tlx: 2841 NB Bank NI
Swift: NPEBNPKA, email: nbblh@nbbl.comanp
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Now, a question may ardse where from these deposits came fn to the
private banks. One can easily respond to this question by saying that
substitution . of deposits tosk place mostly from natiorfalized
commerclal banks (NCBs) to the privale banke as s evident from (he
declining share of deposits’of the NCBs, The shareé of NCBs In total
deposits of the banking system which was 71 percent In June 1985
and gradually declinied to 63 percent n Junel990 and further (0 56
percent in June 2000, By the end of March 2003 1t came down to 49
L2

percents This decline 0 deposits, mny be attefbulable among others Lo
the following factors: (i) relatively better customer services provided by
the private banks and (il) higher interest rate on deposits offered by these
Banks. The weighted average rate of interest on deposits of the NOBs and
the forefgn banks was 6.31 pervent and 4.39 percent at the end of March
2003, wherens, it was 7.20 %ar-lhc private sector banks (i) the relatively
aguressive branch expansion program by the privite banks, The total
number of private bank branches wag only 632 (13 percent of total
branches) In June 1985, which increased to 1016 (18 perment of total
brunches) in June 1995 and further to 1231 (20 percent) in dune 2000,
1t agatn Increased to 1416 [23 percent of tital branches) in March 2003,
The shares of deposits. advinces and branches of the private banks in
the total banking system are shown below,

Magket Share of Privale Banks jn Bongledesh
{1 % of total baning systeri)
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Source: Statisties Department, Bangladesh Bank

Ulassilied lopns as percentage of private banks' total advances and i
relale to December data, exeept for 2003 which relate to March 2008
data,

N.AL Not avallabile
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If we look at the composition of deposits and branches of the private
banks we sce that most of {helr deposits and branches are concentrated
i urban areqs, Urban deposits of the private banks which stood it 16
percent of total deposits in Jung 19856 Increaged 1o 25 percent in June
1995 and further to 85 percent In March 2008, Adain, urban branches of
thie private batils' which wis only 8 percent’ of tofal Branches In June
1885 sharply Increased io' 12 percent in June 1895 and agaif (6 16
percent and 17 percent inJune 2000 and in Mareh 2008 respeetively, On
the other hand, the share of rural branches remalned at arotind 5
percent throughoul the period since 1986.

One of the Important features of the banking system in Sangladesh is
that a significant portion of deposits which come from the rural aress s
being transferred to the urban arsas; The general pereeption Is that the
private: banks are a vehicle toithis process. The share of rural advances
of the private sector ks was always lower than thatiof rural deposits
of these banks throughout the period. For example, rural advances were
lower at 0.96 percent as against 1,349 percent of nural deposits tn June
1985, The share of ruml advances of these banks declined sharply 1o
057 percent of tatal dcpe;ﬂls In June 1995 whereas rural deposits were
2,82 pereent, The same phenpmend also continued during the
subgeqiient years. This |situation suggests that we Have enough
resources dn the il areas; bul lmited opportunities to use those
resotiroes there. .

A frequently diseussed laatllr. among (he genur:{lvpuhllr aboul the health

0 22.01 percent In December 20000 and further (o 1744 percent n Manch 2003, This

of the banking system among othiers 1 Lhe status of thelr classfied Inatis. 10w as high
as 38948 percent of private banks' advances In December 1985 which gradually declined

has been due to (he improved management in the private banks as well an effective
aupervision and the prudential guldelines given by the central bank. Sull the privaie |
seater banks in Bangladesh are (o go a long way and they need strong consalidation of
thelr operations in all respects rather than expansion,

Habibtiiah Baharl/ {

L/The author 1s Economic Adviser, Bangladesh Bank, The views expressed are his own
and in no way reflect those of the Bank where he works.
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