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Islami Bank Bangladesh Ltd
Profile

by A Staff Correspondent

HE Islami Bank Bangla-

desh Ltd is the first

interest-free bank in
South-east Asia which is
committed to run all its ac
tivities as per Islamic princi-
ples.

The bank. since its incep-
tion on March 30, 1983. has a
specific goal towards faising
the standard of living of low-
income group. development of
human resources and creation
of avenues for self employment
through various programmes.

The bank (s a joint venture
multi-national company with
64 per cent of its equity being
coniributed by 10 overseas
government institutions, Isla-
mic Development Bank and
two distinguished personalities
of Saudi Arabia.

The authorised capital of
the bank is Tk 50 crore with a
pald-up capital of Tk 16 crore
The reserve fund of the bank
stands at Tk 26 crore as of
December 31. 1993. It has a
network of 76 branches in the
country.

Among its various pro-
grammes, the small transport
scheme provides loans far ed-
ucated youths to operate
three-wheeler auto-transports
‘mishuk’ and baby taxi. So far
Tk 1.25 crore has been
vested under this scheme.

The bank also has a pro-
gramme "Doctor's Investment
Scheme” to make provision for
sell-employment of unem-
ployed qualified doctors and to
extend modern medicare fa-
cilities in the rural areas. So
far investment facilities of Tk
4.45 crore have been extended
to 45 doctors and doctors
Eroups.

The Small Traders Scheme
provides loans 1o small traders
facing shortage of finance un-
der this scheme. A small
trader is given highest Tk
30.000 without providing any
security. As much as Tk 7.50
crore has been invested among
1500 small traders across the
country by now,

Other than these, Lhere are
Agricultui; | In‘vlements Inve-
stment Scheimne, ..wu.al Inves
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tinent Scheme. Hawkers' Inve-
stment Scheme and Poultry
Scheme for people belonging
to disadvantaged category.

Through its sister organisa-
tion, Islami Bank Foundation,
the bank operates some wel-
fare oriented schemes. One of
these welfare oriented pro-
grammes is the [ncome
Generating Scheme. This pro-
gramme aims at training rural
health workers; funding poul-
try. pisciculture. cottage in-
dustry. small trading; provid.
ing rickshaws, sewing ma-
chines and rearing milch cow
for productive seli-employ-
ment. So far Tk 7¥4.31 lakh has
been spent to implement the
scheme.

Under an educational
scheme, the foundation ex-
tends scholarship to the poor
and meritorious students and
grant for the purchase of
hooks, prpvides assistance to
educational institutions. So far
Tk 1.59 crore has been spent
through this scheme,

The foundation has also
spent Tk five million through a
health scheme and set up a Tk
eight million Islami Bank
Hospital with 60 beds. Hum-
anitarian assistance pro-
gramme has extended sup-
ports worth Tk four million to
poor disabled persons. for
marriage of poor girls and to
families afftr:ted by river ero-
sion.

Under an emergency relief
operations programme, the
foundation provides help to
people affected by natural dis-
asters. So far Tk 1.75 crore

has been spent for this pur--

pose. It also has a scheme to
set up service centres in
coastal areas and offshore is-
lands with facilities lor voca-
tional training for economic
development and a sales cen-
tre 'Monorom’ in the capital
City to encourage poor women
to produce handloom. handi-
cralt items.

The bank now has a total
deposit of about Tk 9000 mil-
lion and investment of about
Tk 6500 million.

,2.819.94

— o -

BANKING

RAMEEN Bank [GB]
today represents the lar-
gest rural credit progra-

mme in Bangladesh. The end
of October. 1993 marked the
tenth vear of ils operation as
an independent financial insti-
tution. Since ils inceplion GB
has successfully expanded its
operations nationiwide, cover-
ing 56 districls out of 64, By
the end of June 1994, the
Bank has already disbursed
Tk 38 058.5 million as pgeneral
and collective loans. The total

number of horrowers al the
Bank as of June 30. 1994
stood al 1.93 million out of

which the number of {female
borrowers was about 94 per
cent. As on Lhat date the total
number of branches was 1042,
covering 34.389 villages. A
total amount of about Tk.
million was mo-
bilised as savings under itls
mandatory saving programmes,
i.e. group fund and emergency
fund. Inspite of rapid expan-
slon the Bank has been able to
strictly maintain its quality of

loan operation. Ils recovery
rate was about 98 per cenl,
Special Identity
Since, its inception an

enormous social learning pro-
cess has taken place and this
has in turn led to many new
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Grameen Bank — an Update on
its Recent Developments

experiments. The institutional
development that has taken
place al GB today is the resull
of this experience. The GB pi-
lot project implemented in
Chitlagong and Tangail be-

tween 1976 and 1982, demo-

nsirated its strength and was
gradually extended to other
diistricts with similar success.
In October 1983 the project
was translormed into an inde-
pendent and specialised bank
by a Government Ordinance.
The GB borrowers have bhught
up 88 per cent paid-up capital
of the bank while 12 per cent
has been provided by the
government. Today Grameen
Barik hias a special identity in
the banking world — it has not
only made banking a viable
proposition lor the rural poor
in Bangladesh, it is also owned
by them.

The Spectrum of Loans

Today GB has a diversified
credil programme tailored to
meet a broad range of its clien-
tele demand, For the purpose
of simplicity, GB's credit port-

example said that the amount
of working capital per loanee
household increased nearly 4
times within a period of about
2.25 years.

The most direct effect of the
Grameen Bank has been on the
accumulation of capital by the
poor. The amount of working
capital employed by members’
enterprises increased by an
average of three times within a
period of 27 months. The in-
vestment in fixed assels is
about 2.5 times higher for bor-
rowers with more than three
years' membership than for
thoese who joined during the
year of the survey. The number
of cattle owned per 100 bor-
rowers increased from 61 be-
fore joihing the bank to 102 at
the time of the survey, an in-
crease of 26 per cent a year.

Employment
Generation of self-employ-
ment is one of the most im-
portant objectives of Grameen
Bank. Dr Hossain in his evalua-
tion found that about 33 per
cent of the GB loanees had no
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Financial Sector

Continued from page 14
lorm period is mainly respon-
sible for Lhe above phenomena.

One may be interested in
assessing the comparauve
movement of financial variables
of NBCs and PCBs over the re-
form period. The profitability
and productivity of PCBs are
observed to be higher than
NCBs. The higher level of op-
erational efficiency of PCBs (as
compared to NCBs) does not
stand significant considering
the business mix of PCBs. In
regard to branch expansion,
PCBs, bypassed totally the rural
areas. Their deposit mobilisa-
tion and deployment of credil
efforts were mainly concen-
trated in urban areas. large ac-
count holders and mainly trade
sector. On the other hand.
NCBs are still having a high

of rural branches

with small deposits and credit.

Therefore, considering the

differences in business mix of

- PCBs and NCBs, the higher

level of operational efficiency

of PCBs than HCH: does not
malter

The uwntnhlp reform
measures infliated in 1982-83

though brought financial dis-
and gave autonomy to
banks. but could not bring al-
locative and operational effi-
ciency of the banks. Rather,
post-reform period ﬂhltﬂ'ﬂd
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hetter performances over
NCBs. The proponents ol [i
nancigl liberalisation. however,

argtied that 11 was not the fi
nancial liberalisation itself, but
the maeroeconomic instability,
improper sequencing of liber-
alisation measures etc that un-
dermined the effectiveness of
liberalisation. Therefore, the
macroeconomic and proper
sequencing of reform mea-
sures (alongwith financial dis-
cipline}] are now recom-
mended as prerequisites for
financial liberalisation.

It is claimed that Bangla-
desh has achieved macroec-
nomic stability in the sense
that inflationary pressure is
low. To have properly meanin-
gful macroeconomic stability.
the economy must also be
growing at a desired rate
(alongwith low inflation). Since
economy is not growing or
overall investment activity is
not speeding up. financial
secior in Bangladesh is not de-
veloping. This is because de-
mand for financial services
come from real sector. but
when real sector is stagnant,
demand for financial services
is low and as a result financial
development is low. Therefore.
for the development of finan-
cial sector of Bangladesh, de-

velopment of. real sector
tl.lonﬁlrlth low inflation) is a
must.

Not only real sector stagna-

tion. lack of financial infras-

tructure is also responsible for

unsatisfactory growth in bank-
ing sector. Particularly. for in-

creasing credit (on which im-
provement of both allocational
and operational efficiency

largely a:iept'nrim. legal system
and information sysiem,
should be substantially im-
proved. and mode of flance
should be diversilied. AL Lhe
same time, screening and
monitoring functions (rega-
rding credit proposals) and
overall fund management of
the banks should also be
improved. In the mean time.
Bangladesh Bank has estab-
lished credit information bu-
reau. new bankruptcy law has
been proposed. financial loan
court act has been introduced

and one credit insurance
scheme for small borrowers
has been planned.

Financial autonomy and

discipline are considered as
important preconditions for
banking development. Ther-
efore, whatever achievemenis
have been earned so [ar due to
adoption of financial sector
reforms should be ‘preserved
and extended for which
Bangladesh Bank's appropriate
effort and action is necessary.
At the same time, Government
of Bangladesh and private sec
tor should put all efforts to
breakthrough real sec&r'&
stagnation from which demand
for financial services would
come and consequently, alloca-
tive and operational efliciency
of the banks is likely to im-
prove, which against would ac-
celerate economic grnw! h of

the country.

The authors are Director
General and Faculty Membo'r of
Bangladesh Institute of Bak
Management respectively. The
views expressed here are thelr
o .

~ | folio has been classified into

Reforms

eigh! major categories. These
are . il Processing and manu-
[acturing; i) Agriculture and
torestiry: dii} Livestock and
Lisheries: iv) Services; )
Trading; wvij Peddling: vii)
Shopkeeping dnd  wviii)
Cotlective enterprises.

Upto the end of June 1994,
the GB borrowers have taken
about Tk 38 billion (US$
1035.80 million) for about 584
different income generating
activities. The table below
shows how GB's credit opera-
tions have expanded in 1993
to make it the largest credit
programme in the country to-

Socio-economic Impact

There is substantial evidence
that GB's poverty alleviation
strategy through its credit or.-
erations has very quickly p:o-
duced a positive impact or the
lives of the poor in terms of
higher #rcome and: empower-
ment of the poor rural women.
Grameen Bank's impact on the
soclo-economic aspects has
been extensively documented
by the evaluation studies un-
dertaken by the BIDS (Bang-
ladesh Institute of devel-
opment sltudies] individual re-
searchers fromm home and
abroad, external aid agencies
and multilateral agencies like
the world Bank.

Capital Accumulation

Dr Mahbub Hossain observed
that the most direct impact of
GB credit was on acceumulation
of capital. both working and
fixed. This fact has been cor-
roborated by Fuglesang and
Chandler in his book [(Page
170-177) "Participation as
Process — what we can learn
from Grameen Bank, Bangla-
desh” Dr Hossain as an

Be a partner in florishing Small Indu:trles.‘
help generate employment, help
e_f.dch the country.

Only Industrial development can
ensure economic safety and

{ A 100 % Govt. owned schedule Bank Address)
BASIC LINE BETWEEN WHAT IS AND WHAT IS POSSIBELE

Kalyan Bhaban (6th Floor)

Sena
195,

Limited

Bank of Small Industries and Commerce

Commercial Area, Dhaka-1000
Phone : 862812-3, Telex : 632185 BASIC BJ

FAX : 00-88-02-863148

employment before taking loan
from GB.

This new employment was
generated mostly for female
members, half of whom. re-
ported having no primary oc-
cupation before joining the
Bank: at the time of the survey,
this proportion had been re-
duced to 21 per cent. Thus
about one-third of the female
members who had been unpaid

domestic workers had become L

income earners for the family.
It is noteworthy that one-fifth

‘of the female borrowers re-

ported having no principal in-
come-earning occupation at
the time of the survey. Some of
them may have taken a loan on
behalf of the husband or the
male head of household, but
some may have been engaged

in livesiock raising or cottage

. Continucd on page 19
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It's bright
It’'s prompt
It’'s A service !
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to guide you into the right path.
BBl - a bank that looks into your future.

And it's evident in all the branches of EBL
You can bank on us for all kinds of trade, commerce and industry.

home and abroad.

Our dynamic management and efficient staff
will promptly cater to your all sorts of needs.

Our banking knowledge
So we are well-equipped

Eastern Bank Limited
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— CENTURY OLD TRADITION
— OFFERING THE WHOLE RANGE

OF BANKING SERVICES
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