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A new era of school

SAJJADUR RAHMAN
HE school banking programme has
recently been launched in Bangladesh.
The scheme not only plans to help
students and parents with a sizeable
amount of savings after a certain period, it also
aims to instil the habit of savings from an early
age into students.

The scheme will teach kids money manage-
ment skills that may be useful for the rest of
their lives. Through the programme, kids can
bank at school, with a hands-on banking experi-
ence in a simple way.

In a major decision in November 2010, Ban-
gladesh Bank (BB) asked all banks to open
school banking branches. It said students need
to be brought under banking services to help
them contribute to economic activities through
savings.

“So far, the response is very good. Both stu-
dents and their parents are quite happy with the
initiative,” Ali Reza Iftekher, managing director
and chief executive officer of Eastern Bank Ltd
(EBL), told The Daily Star.

EBL was the first bank that came up with
school banking after the central bank issued a
circular in this regard. The bank has introduced
'EBL Junior', a savings account for students,
aiming to include the young population of soci-
ety under the umbrella of banking.

The bank has so far opened 500 student
accounts. It has set a target to net another 500
by next month, according to Muhammad Musa,
head of branches of EBL.

School banking is not new in Bangladesh.
Some banks, including Muslim Bank, had intro-
duced a school banking programme in the
1960s, but it did not last long. It was some time
before AB Bank (formerly Arab Bangladesh
Bank) launched the service in Sunshine Gram-
mar School in Chittagong in 2003. But, that too
did not work.

Finally, school banking got renewed impetus
when the central bank issued the formal circular
in late 2010.

Now, 17 banks have already introduced
school banking, according to BB statistics.
Another 24 are in the pipeline to open the
scheme soon.

Any student, aged between 11 and 17 years,
can open an account with banks supporting the
service. The account can also be opened at ease
with three copies of photo of the account holder
and a parent. This is basically a joint account
between the student and the guardian.

There are some advantages of opening this
account, such as waivers of fees and charges,
free internet banking, a waiver of minimum
balance requirement, debit card at lower costs,
etc.

Banking is not well accepted, particularly
among average housewives in Bangladesh.

Housewives have long been reluctant to accept
banking services because of their poor standing
on financial literacy.

But this generation will be different, said
Iftekhar. “We believe that when it comes to a
child's education, knowing how to manage
money is just as essential as English, math,
science or arts.”

He said EBL would soon take the service to
Chittagong and Sylhet too.

The 'EBL Junior' scheme offers 6 percent
interest on a daily balance to be paid semi-
annually. This will help the fund in the account
grow at a faster rate than conventional savings
accounts. A parent can use the account to save
for future expenses of the child, like higher edu-
cation, marriage or any other purpose.

Mutual Trust Bank (MTB) is another bank
that has introduced school banking. It launched
two products -- MTB Junior and MTB Graduates
-- for students.

“Our officials have educating students on
banking, products and the financial manage-
ment,” said Anis A Khan, managing director and

chief executive officer of MTB.

SME-focused BRAC Bank has also launched
savings products for students below 18 years.

The bank introduced the 'Future Star
Account', which is a savings account for minors
that offers an opportunity to save for one's
child's future. The account is available for chil-
dren below 18 years of age. However, the legal
guardian of the child will operate the account
on behalf of the minor.

'Future Star Account' offers an interest rate of
up to 8 percent per annum. The interest is
accrued on a monthly average balance and
applied to the guest account yearly. The mini-
mum account opening balance requirement is
Tk 2,000, said a bank official.

Trust Bank has also opened school banking
and set up an ATM booth at Rajuk Uttara Model
School and College to render services to stu-
dents. Over 500 accounts have already been
opened there, according to Ruhul Amin, an
accountant of the college.

“It is very easy to open a student account.
Some accounts have even been opened with an

initial deposit of Tk 100,000,” said Amin.

Shariah-based banks are also coming up with
the service.

Shahjalal Islami Bank has a deposit product
named 'Mudaraba Shikhkha (education)
Deposit' that can help parents build a base for
their children's future education.

Still, many banks are yet to launch school
banking. The City Bank and the Prime Bank are
two banks working to introduce the programme.

“We are excited and work is underway to
launch school banking,” said Masrur Arefin,
deputy managing director of The City Bank. But
he did not specify the date when the
programme would be launched in the market.

Banks do not see school banking as a profit
making business. But they are hope that many
of these students would become their custom-
ers in future.

“We're helping students build a 'savings-
attitude'. They might be our future clients,” said
Musa of EBL.
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A notch closer to financial inclusion

SAJJADUR RAHMAN

INANCIAL inclusion has been the topic
of discussion since Dr Atiur Rahman
took charge of Bangladesh Bank (BB) as
governor in May 2009. Rahman has
been persuading banks to extend financial ser-
vices to the vast unbanked population, saying it
could be a large opportunity for the sector.

The governor took many initiatives to provide
banking facilities to all -- from sharecroppers to
farmers, freedom fighters and to women.

His latest effort was the introduction of

school banking.

“School banking is one of the strategies to
ensuring financial inclusion. We want to include
the new generation to digitalise Bangladesh,”
Rahman told The Daily Star yesterday.

In fact, financial inclusion was never an obli-
gation for banks in the past due to their focus on
traditional banking and a tendency to make

quick profits.

These traditional banking methods continue

to overlook the needs of the marginal custom-

ers, including students.

The first student account holder of Eastern Bank Limited receives a dummy cheque from Ali Reza Iftekher, the bank's managing director and chief executive officer.

The percentage of population within the age

group of 0-14 years is over 39 percent; and if the
age bar is increased to 17 years, the percentage
would grow further, according to the 2001 cen-
sus. So the banking industry is being run by
keeping over 6 crore of the population outside
the reach of financial services.

As a result, students continue to rely on infor-

ating here to open school banking.

According to Bangladesh Bank (BB) data, 17
banks have so far opened school banking and
another 24 are in the pipeline.

“With the move, students will be taught
financial literacy and there will be inclusion,”
said the central bank governor.

He said with the adoption of technology-

Rahman said financial inclusion as a tool for
combating poverty and ensuring broad-based
inclusive economic growth is receiving high
policy priority in Bangladesh. Monetary and
credit policies have been made more active to
expand financial inclusion.

The governor cited examples on his move to

of government subsidies meant for them. Free-
dom fighters also got the same facility to receive
their allowances hassle-free.

Some 9.3 million farmers have so far opened
such accounts to enjoy government subsidies
and other banking facilities.

“Credit facilities have been extended to peo-
ple who have long been a 'missing middle’ in

“School bank-
ing is one of
the strategies
to ensuring
financial
inclusion. We
want to
include the
new genera-
tion to
digitalise Ban-
gladesh.
Credit facili-
ties have been
extended to
people who
have long
been a 'miss-
ing middle'in
our society”
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ensure financial inclusion. A major move to
achieving financial inclusion is letting marginal
farmers open bank accounts by only depositing
Tk 10, giving an end to years of being deprived

mal sources, like, friends and family, for most of
their needs. Not any more, perhaps.

The central bank in a circular issued in
November 2010 asked all scheduled banks oper-

based banking, more of the unbanked popula-
tion would come under the grasp of banking

SErvices.

our society,” said Rahman.
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