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Q. APPROVALS OF EVALUATIOt4 SUMMARY AIID ACTIOtI DECISIONS1 

Projecl/Progrsm Reprsnsnlatlve 01 Evaltrallon Mlmlon or ND/W Olllcb 
OIlicsr Borrowrr/Granteb Olllcer Dlractor 

a 
61Qna~urr P e t e r  A n l a t o :  OEE ~ ~ o c k l i f f  e - K i r l g b l k  Richard M. B r o w n  Typed Name 

E m i l y  McPl i e  : ~ ~ ~ i ; f i ~  
Date: 

9- 
onlo: ~ A / L  a t e :  (jW 

I O l l l  IIIIII I OIIM, III 'AI) IIII! A t  IAI:III.I) IIII11IIUO1IOIIA) ) \ 6 ,  , ( • . > 
..--..'*.----*---.. ..- --...---- -- _I__ 

A l lCi l~Oll  I Il40 A,I,t)# IJttI l r  I), WA9 I VAl.\lAtlOtl !lCllCI)\JI E l )  It) C. UVALUAllON t l M l N 0  

ll!;A I I ) /  I~IIII~~ I ~I(II*I,II C\J111\1!tll 1'Y E.tItIUAL CVALUAIlOll PLAII? 
- .  , . , - . - " A -  .- =. - intrrlm 63 f h r l  U am pot( U othrr IJ 

(Mlt~lotb or AIO/W U l rc r )  ynr [,I s l l l )~nt l  a nd IIOO L] 

( Q O ~  I Evrl, Plnn Oubrn l~~lon Dale1 FI - Q - 
O, AGTlVI1Y Of1 ACtlVll l l !n F.VALUA1 ED (I 1111 I l ~ n  l a l l o w l t ~ ~  I r ~ l o r ~ i ~ n l l a r ~  lor pr:, eol(m) or progrrm(8) evrluatrd( 

If riol nppllorblr, 1111 t l l l r  nrltl tinle o t l i r  evnlurllon repart) I 
Proloel # , t7ro)nal/l'roftrnrt~ t l ~ l o  f l rr t  PROAO Mort Plnnnrd I\rnouril 

3fN-00711 (or tltln & tlnln of or r ulvnlenl cecenl LOP O b l l ~ ~ l t d  
svnlc~n~iori r a ~ o r l )  Iry) PACD Coal lo  Onlr 

I:[ I~IIII~:] l !;OCLOI~ 1(~lor111 'lqA 
I'roJtrcL 1'LrsC 1 1 1 L o r l l * l  1 ~ ~ l l l . ~ l l L ~ ~ l l  9 I I!!!&" i&(!?bo ~ I f ' 3 I o  
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DMIO Action 
40 be 

Completed 

- - . - . . - - - -c-_I---*  

6, AQTIOI4 DECIBIOt40 IiPPIIOVRD DY M18810tI 011 /\IU/W OPrlCB 01tlRCJ1011 

Fio(lon(#) lloqulrrd 

(Sac A C  t o c l ~ r n e l l t )  
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)Il I!VAI.UAIIO?I Al l ! i l l lAC t (do flu1 rronni l  l l ~ e  r(1ron provided) 

'1'111~ I:I;I{ ' I ' v ~ ~ l l ~ l i c r l l  ! \ ~ :~ . i : : t r ~~~ i * t l  I'I,O,/~~I,~I (( I /~)I- .~I /OO) 11i11ls to IIL~IO IIIV ( I~VCII~IIIIICIII of IIIIII~I~ICI~~~~ (J{nc]) 11lovc 
~ ' ~ ' ( J I I I  11 ( '~~1111'1111\' ~ I ~ I I ~ ( ' I I v I  lo 11 IIIIII,I;~~I- 111 ic~11 l t ; r1  I'~~IIIII(Q~II~ !:\js1(~111 IIII'IIII~!II C~III\II~!C~ /II l ) o l i c j c ~  r l l l t l  I)I~ICI(CCP 111 
I ln l~~t l~~t l l ! r ; l~ IIrll~i\ (IIII) 111lrl IIII~OII/~II 111t! II~II!III(~~II~~ IIII(~ I ~ ~ ~ ~ O I ~ I I I  ol' (OIII' IIII~~(IIIII~~XL*(~ C'OIIIIIICI'C'IIII 01\11kd (NC'IJF) 
1 I I I I I  I I I I I ~ I I  I I I ~  I\ I(!IIIII t:t11)11IItl(I I I ~  I\ , / r ~ i ~ ~ t  VI*IIIIII~~~ (,Iv) IIC'IWCCII ~ 1 0 0 7 ,  ~ 1 1 ~ 1 1 ,  ~ ~ l l l ~ l ~ l l o l l  
rllltl NIIIIIIIII ~ ~ : : O i ' i l l l t ! ~ :  i s  / I I I~ )~~* I I IC I I I / I I~~  111tl 1 ) 1 , ( 1 , i t ~ i ~ t  \v11ii*I1 1:: 111 C'IIII,/IIIICI~OII WIOI IIIC t\frll*lcl l41111k'g J 7 1 ~ ~ ~ ~ ~ ~ ~ I ~ t I  
S(:clolm ~ { ~ ~ ( I I ' I I I  I'I.~IJ!I'IIIII, I\ I~@IIIII I'I,OIII I ) I* \ .~:~~I)I I IL~II~ Al1(*1'11111ivc*q IIIV, I:IIII(IIICIC*(I IIIIR f11~~1. 11ttc1'1111 e v n l ~ ~ n l l r ~ ~ ~  111 
h111~ lfl(l I ,5 III~IIII II< II~I~!I* I IILN ~IIII~I -1111 01' I ) I ~ o ~ ( ~ L * ~  r t ~ ~ ~ i v l t l c ~ ! ~ ~  ((11, ~IIc* IIIII~~I(,)UU of 1~evIcw111~ I I~O~I~CSS to ~IIIIC IIIICI 
SIIUI~C~I~III~ 11o::sil111: ~ I I I ~ I I ~ ~ I ~ , L * I I I C I I I ~ : ,  ' 1 ' 1 1 ~  ~~VI~IIII~IIOII 1(!ti11\ i ~ \ l c ~ r v I ~ ! \ v ~ d  111 ~1 I \ I I ~  1113 ofSici~\ls, SV I~I\II\ 
IIII~IIII#~III~III, 1111 L~I*IICI i\,t!ly ,SIIII~C~~~II,I . I \ '  II!IIIII IIL~I i v l l  11.~1 111 C~IIC*II or 01c' tJ("llp, nrlt l  ~ t ~ ~ e l i c c l  IIIOR~ of l l rc I~CIIOI~IP, 

slrlf.licri, I c ~ l c ~ l ~ i l ~ r t  IIIIIIIIIII~" 1111l.l IIIII~QI I.~~IC~IIIIII:II~!: \\IIIcII IIIL* ,It' ICIIIII IIIW I)I'O(IIICC~I l o  tlnle, '1'11~ 111dor IIi1cl111~s 
llll(1 c o l 1 c l l l ~ i o l l ~ ~  Itl~L1; 

. 1~ill1 1i1c I ' ~ I ~ I ~ , L ~ I ~ I I ~ ~ ~ I I I  r11' ~III! Ill.)(i, 1111' ,I\' 1 ~ 1 1 1 1 1  CI\II I~III~I~IIII~~ II~IIICVC' l l ~ e  EOPS objectives d111*111g ( l ie IIfc 
o f  III~I ~ > ~ ' f ~ i ~ ! c l ,  I l ow t * \ * t *~~ ,  ll1c ~ ~ t * n l i ~ r ~ l I o ~ ~  l l l c  I ' i ~ ~ r ~ ~ ~ c l n l  P(IIIII(~IIC~!: o f  t ! ~  NCl1.l~ rlut . . c ve r~ t l ~n l l y  
11rivr11in.~l tvill l ~ c l  r t  IoI,~~~L~I*-[c~I*I~I I ~ I * I ~ ) ~ , ~ s ~ ~ ~ ~ ) I I ,  

' 1 ' 1 1 ~  . I \ '  1 ~ 1 1 1 1 1  1111': IICII~C'\~C~I C~~II~~III:IIIIII~* PIICC*CS:: 111 RIIIIJIIII~ ~ ~ ~ r \ ~ ~ l ; ~ ~ t - o ~ * i e ~ ~ t e c l  I~CB~CII'IIIS 111 j t ~ l e l ' e ~ t  rnte 
c I c l t : l , l ~ ~ i ~ ~ ~ l l i l ) l ~  IIIII~ ol)t!11 I~I I I I~~I!~ O~)~.~I.I\II~II': 111 IIIC CCIIII'III 1)1111li ( l l l l ) ,  1\11cl /II ~IIIIIICIICIII~ IIII\~~CI-~~ICIIICCI 
r c ~ 5 ] ~ o l l s ~ s , l o  I I l l ~~ l~  ~ l l l l l l ~ c s  ill llll~ rJ(:'lls. 

'I'lre , I \ '  Icnllr !.: ~ t ~ r t k i ~ l g  II)I.O~I'CS.: ill i ~ ~ ~ p l c ~ t ~ e ~ l ~ i ~ ~ p  I~I~~CIL~I~II I ~ r t ~ l k i ~ t ~  I e ~ l ~ l ~ l ( l ~ t e l r  ill ( l ie  N('DB, b \ ~ t  n lnck of 
1)11sie s l < i l l ~  IIIICI IIIIIL~ IIIC-~~III~VL* ~OI*  ~I~I~II~OVL~IIICII~ ~~~I I IJ~ I ICI I~C~ IIIC effort, 

' I ' l ~c  ,I\' IVIIIII IIIIS III-I)II~I~I:(I 11 l i s t  r ) S  I)I~OI,I~II~ I~I.L~IIS r l l t  wl1Ir:11 It wil l  vxelSt IIIIIII~IICC will1 I l te 13D(.Jl nllcl 
r1111c1,s tvlticlr \\.ill I~L~I~IIII.~* n ~ s l s l r ~ ~ ~ c t ~  ~I.(IIII 1 I S A I I ) ,  I l l t b  f \ ' r ~ ~ , l t l  IIIIIII;, 01' o l l l e r  t l o ~ ~ o r s  ns ~ v l t ~ l l a ~ t s  nre 
1,cycllltl l l l c  I ~ c ~ o l l l ~ c * c ~  (11. I I l 'L~ o f  ll1c l)lsojllcl, 

1'11e ~ v l l l l l ~ l l i . l l ~ ~  l l ~ I L * ( l  1 1 1 ~ ~  r~ l l l f~~\~l l lg 1 ~ ~ ~ ~ ~ 1 1 1 :  

'I'llc c l ~ r l l l ~ ~ ~ ~ p ~ ~  is IIIIIC~I grcrttc~. Illr\~l o~~ ip i t ln l l y  I'UICPCCII ill 1111: j)rojeet pnper. 

I. EVALUATION CfJSTB 

1. Evnlunllon laam 
Name Allillall~n Contract Numbrr PIj Contract COB! Qj &urea ol  

Robert LaPort DA1 'I DY Parron D a p  TDY Coat  (US$) Funds 
Robert Emery DA I 
Pedro Perez-Gambino DAI AEP-5451-I-32-2059-0O 95,000 Project 
Khalilur Khan DA I 
Shamsul Haque DAE 

C 

2. Misslon/O(llce Prolcsslonnl 3. Borrower/Granlee Prolasslorial - S ta l l  Person-Days (estlmole) 30 Stall Perron.Dap (esllrnnle) 40 
A 



Attachment (Section E) 

Dec 93 TA i n  p l ace .  Work p l a n  n e a r i n g  
f i n a l  agreement. 

S a n ~ l a d e s b  Bank 133) 
I 

CS3ZD and ibe j o i n t  venture should r e n e g o t i a t e  t h e  I USUDI 1 1st Yov 93 1 Completed. 
c o n t r a c z  t o  pe-t t h e  reprogramming of person- I JF q u a r t e r  
=ozrhs - ! f FY94 -. ! ;.I = ~ + r t e r l y  r e p o r t  t o  USAID should b e  expanded t o  1 JT . 1st I Dec 93 I W i l l  be  r e p o r t e d  t o  USAID i n  a  

1 =rack  e ~ t p u t  235 COPS o b j e c t i v e s ,  o r  a  s e p a r a t e  I team/ : q u z r t e r  1 s e p a r a t e  r e p o r t .  
'(Ti:: i r ~ ~ k i i i ~  ZP.5 shoc id  Se cornpiered. : ESMD --*94 

I 
i L 

1 I I T1- =rEZ  s k ~ o u i e  encourage k o r i c  Eank. IYF .  and o;her i n /  2nd I I n  p roces s ;  review u i t h  MDs o f  [ 
f CZ!C.'S TO e ~ i z . 5 l l ~ h  Z i r t l ~ i n c  propram f o r  EI and 13;/ . qG2r;er I NCBS, BB, MOF, 3IBM. USMD, wB, I 

on Its 5- ear comprehensive I tZCBs/ j FT9C and o the r s .  FSRP's t r a i n i n g  
; arsw t I I I s t r a t e g y  i n c l u d e s  domestic 

I i donors i I ! t r a i n i n g  a s  w e l l  a s  overseas .  
-- ! ! 

I 
! -2s B X  sbiz1Z cargle:~ i n e  d r a f t  Szotzupicy law . 306,f.X 2nd ; Eankruptcy Law d r a f t e d ;  Planned 
I I:C ~ x ? e C i i e  :is PZsSage. It should Z ~ S J  exped i t e  : T e a s  q u a r r e r  I f o r  Par l iamentary  a c t i o n  i n  94. 

anZ s:affing of 34 planned a e n b r u p t q  I Fy94 
i 

I S t a f f i n g  l oan  c o u r t s  under BDG 
f 

i 
j cons ide ra t i on .  

: I 

i i ?kc SZS shocld f i s c c n t i n u e  8 i r e c r e d  i end ing  an2 BDG/J'T 1st I ! With comple t ior  of t h e  J u t e  - - 1 Eis-ri5o:e f i s c a l  r o x i e s  c:rec:ly 2nd : rznspzren t l r  I q u a r r e r  3- ' i Sec to r  i n t e r i m  f i nanc ing ,  
, ff T 2 T 3 E i  f e f i C f ' .  94  i 

I 
i 
; d i r e c t e d  l end ing  u i l l  cease .  

i - 5 ~  =-- , -6-, .:2 - I 
' --.- -ZV ----&-r -~rr i t  i t s e l f  t o  a  p o l i c y  of qir-ing ! i -S /EDi  ' 1s: 2nd I ; B B  is nou e x e r c i s i n g  i n c r e a s e d  
1 E5 i . ?c rs rse5  au:sno=F fror; z5e U32 i n  o rde r  t o  t 1 2nd I 

I 
'autonomy i n  monetary p o l i c y  

! f - = 3 i i i z e  doszr szF?ori  f c r  ?roS;scs i o  ? repare  ;he i : q u a r t e r  FT 
1 I f f o rmula t ion .  

1 55 fcr z ~ = s r , c r ~ - -  9 4 1 

i 
I 



. 
I 

f Action Decisions 
; the YO? and BS should revieu. eliminate. or 
i ccnsolidace and clarify the body of bank 
f reqlarions to inprove efziciency. Requlations 
shoul6 be ~oaerriiztd to improve bank conirol of 

I I i I ccnnercial 3znts. ! i 

I Planned 
Action Completion 
Agents I Date 
JV 1 1st. 2nd. 
team/ and 3rd 
BDG / gufter 

-- : :ne ZDG shouid reauesc the k3 to commission a study 
i =f 21=f~.acises Zo ;he civil sen-ice s:acxs cf 
? ;1&3i= finzncial sec:or enplo~ees h-irh a rizv r o  

i 

Date 

In process; FSRP and BB targeted 
tc release new ECD manual by end 
93, and new BCD manual 1st or 

1 2nd quarter 94. I 
BDG/BB 13rd 

I quarter 
f FT94 

I 
1 Partially covered in recent YB 
iXission report. Proposals now I 
: beins devel.spcd on innovative i 

I ; rcmor:zg axployees from the ciril servize and an i i I 
1 i personnel i~ai1:;gement in NCBs. 

t 2nd t3 ihe a0poin:nent of senior manaaernent by %OF. I 
-. ; ine 53 s5ould eliminaze loan bands and consider I SB/JV ! on-going 
e l i ~ i r , ~ t : n q  Zloors on deposit rates as it improves team i 

I 5 < - -  ;,a z5llicr ro rzanipu;are rate szructure through 
I . i 
: rrsuznre of qoverr.menc paper and bu>-ing and selling 
: izs gazer in ogen mrket operations- 1 

I 
i i : 32.C should pe--it 3E to escabllsh norns and conirol ! BDG/BB I on-going 

i The 5 X .  rnrouch 53, should require inprovement in i BDG/BB on-c.,ing FSRP/BB working on minimum 
I s i a ~ ~ ~ r d s  cf financial infornation presented by borrower disclosure standards. 
i zorsn::=i borro-ers- FSRP/BIB!4 now developing acct. 

training courses. 

1 FSR?!SB/BDG regularly revieving i 
1 the situation. 

I t 
i 

I 
I 

FSRP completed one pager on I 

j 7he JSG should seek donor assistance to strengthen 
1 :5e accounzing profession and institute standards. 
f 
I 
i 
I 

i irszance of ner- banking f icenses. SC3's nanagement ! /JV subject; also sukject covered in I 
I skocie hzre zurhcrizy to close redundant or WB's Banking Supervision Report. ! ! usprofr=a3ie branches- Seu branches L-ould require / NCB management can close 
! 53 23praval. 

i 
branches with BB permission in 7 1 i ( days. I 

BDG/BB 1 on-going 
I 

I 
FSRP doing limited amount 
through XIS/Accounting Special- 
ist acd in Credit Training; 
project resources not sufficiC?t 

. for major intervention. i I 
a I 



A.I.D. EVALUATION SUMMARY PART II 

J, GUMMAIIY OP EVAI.lJATIOtI Tlt41)1tI03, COIICLUBIOIJG AtID IIPC0MMENI)AIIOtIS (try no1 lo ararrd Iltu 3 pmue6 ptovldad) 
/uldrar I 1)1e to l lowl r t~  I l e r t t ~ :  

* I'urpoan ol  nctlvlly(lns) evnl~rnlntl P~lrtal l inl rnco~~ir~iendallonr 
' Pl~rpoao 01 nvnlunllon nntl Mnll~otlolo~ly ~rnnt l  Lecaurtl learned 

Flndln[j~ and conclu@lonr (relnle l o  querllor~r) 

Mlrnlon of Olllca: I / ~ ~ I ( I c I ; I I  Onlr ll~lr ru~ltrlrnry prepared: S c ~ ' E  cml)a lgg3 

T l l l r  and Onln 01 Full Evnlunllon Ibporlr 1Sv11ltrntio11, AURUB~:  1993 
I~!+C:[~~;I~!?!,I!!:~-:, 'I'III* IIIII,I)~I~:I~ 111' 1111.1 1:SIl 'I'~I*IIII~I~III /\s!: lstr~~~i~(! ll~*olc*i*t ( l ;Sl l  l1 ' la / \ )  i$ lo: ( 1 )  IIII~~~~IIICII~ 111ore 
I'lcsil)lc cc l l~ l~~r t l  IIIIII~; (1111) I lrr~llcl lt l 'v ~ v ~ l i c ~ i c ~ :  r r ~ l t l  IIIII)I'I~\.'(~ Illis CCQIIII,III J)IIIII( ~ ~ l l ~ ~ l ~ i s i f . ) ~ ~  01' 1I1e co111111t*re/nI l r l ~ l l k ~ ;  
( 2 )  t1cvclt.q) I ' i l~r l~lcinl i \~ .:IIIIII~.~ IIIII~I~IIIII~~~*~I CIIIIIIII~!IC*~II~ l11111i:c: (PI( 'Ill:) 01r1t II~C sll/tnl>lc for ~)~* ivnt iz t r l lo~l ;  nllcl ( 3 )  
I .~S~)~II I~.~ IIIC GIIIIIV 111' IIIV III\II~,~II~ ~ : ( t ~ n l ~ ~ ~ '  c:r)llllsoll~:~l 1)y III*/VII!I: I ~ I I I I ~ ~ ~ ,  ~I~cII I( I~II~ ~I~VVPIIIIII'C of ~OVCI'IIIIICII~ 

i t  I I I I I  I I I ' I  I:SI(I1 'I'A i s  IIC~II~~ ~ ~ e b ~ . l ' o ~ ' ~ ~ ~ c i l  111 C'OI{(IIIIC~~OII wit11 ti le Worlt l  
I l r ~ t l k / l I ) A  J 1 7 i  t~l i l l iot l  ~:l't*i.lit IIII~IL~I* 1111: I : i l l l t~~~: i r~ l  SI.V*II~I' 14t:l'c11*111 I)I.IIRI.IIIII, the I ~ ~ t ~ l * ~ ~ n t I o ~ l l l l  h.1011etr11y Fllllcl, 
1111i1 l irc IInrlplr~rlt*.:ll (;O\~CI'IIIIIL+III, 'I IIC* ~~l'r!ii*vt I,: ~IIIJ>I~~III~~II~~*(I IIIII~~~I~ 11 i lol l l~'nct wit11 I!(Ic~?, Allell A H n ~ l l l i t o ~ l  
1 1 1 1 ~ 1  ~.IIIIIIIIII : Z c : l ; r ) ~ i ~ ~ l t ! ~  (111v i c t i l t t  L'C'IIIIII~I:), \VII~CII 111'0vitIil': ,VJ5 l ) o ~ ' ~ r ~ t l - l t l o ~ l l I ~ s  of t~~l1111enl  n~slstnl lce ~III'o~I~II 
I i f  o f  I ~ ~ C I ,  'Il~il: i.: tl lc l i l e s t  ~II~CI'~III cv(ll~lrllic\ll o f  l l le  11rqjccl. 

l:illtli~~~!: 1111r.l !. ' I I I~c~II.~~II~, II!I!,! .I~!:I;!I~~I!I!!*!I<!~!I~II!I~: 'I'III? 'I'A t i l l ~ t l l  i c :  1111 ~~:III.VIIII~~ 111 ~~VIIIIJIIII~ 1)1iseIl11c i lntn t o  ..----- ..-.... - .  
II,IICI( ~IIII.I)~I~I* 111111 IIIIII~III r ~ l j i t : ( : l i v t * ~  IIIIII IIII~~I!~III)I~~:~ S i t ~ t * i *  l111.t ' la / \  l ~ ~ r ~ t l l  ~ ~ t ~ n c l ~ e t l  rill et'i'ectivt* gt11fI111g level, 
I O I :  I 1 1 t t 1 i 1 1  I I I ~  o l i cc t  i I I I  ~ c ~ ~ l l ~ n l l t ;  I I I I I  I n o  1 1 f  1 1 1 j 1 e e  Progress, 
I~!)wcvcr, v:rr.iclt IIIIIIIII~ h'( '11. I<C'SII~~:: sII~.)IIIcI I lcpil l  to  I)c IIIC~PIII'IIIIIC 111 the tillle t i le 111idter111 evnluntiolr, 

'i'lle 'I'A llnve r t ~ ~ i , ~ l o r l  llll* 1111 to ~ l ~ n l i c  IIIII,~I~* cll'icIl;s ill IIIIIIIC'Y P I I I ~ I ~ Y  II.IIC*I<~II~ (III~ ope11 111nrket operntiotl, n l ld  
ill clclvclol)il~p Illr? rll)ilily 11) I ' r w ~ ~ ~ l l r l l i '  ~ ~ l n ~ l ' o t * c r ~ t ~ r , t l l i i *  ~ ) c t l i ~ i ~ ! :  r111(l sII.!IIc~~c~s. 111 n 111njor n c c o ~ r ~ ~ > i I s l ~ ~ ~ ~ e ~ ~ t ,  
IIIC ICIIIII \\fils i l l ~ ~ ~ ~ l ~ l ~ l c ~ l ~ l n l  ill ~~c*t.sllrlr.litlg ~IIc- IICI t o  e l i ~ l ~ i l l t ~ t e  IIIO~I i~ltctl*c*sI 1-nttt c o ~ ~ t ~ ~ ( t I s ,  n l ld  ill p e ~ - s ~ ~ n c l i ~ ~ g  tile 
N('.'il!: to ht-i1rlk, I.II~II\': 011 1.11lc c ~ l l ! ~ l ~ ~ t i o ~ l $ .  'I'III? ntlrlt*tl I'1csil)ilily 01' IwIII Ion11 nrlil t lel~osit  rntes llns c ~ ~ n b l e i l  the 
NCUs to pcllcl.ntc SIII~PIIIIII~IIII~ I I ICI '~~~PC~ llel  ~IIICI'CS~ IIICCJIIIC, nllcl il;r n pinllt step cwny fro111 celltrnl direct1011 
r i l l i l  towaril t~ln:.ket-r.tric~~tetl opcl'ntiolls, 

T l l c  forlr N(:'l.\< w l ~ i r ~ l l  Ilnve n i~ l lost  50 11e1-cc11t ol' tllc. cor11111y's b1111ki11g nswts nni l  70 perce~lt .  o f  cleposits, 3,500 
1~1~n11cl1es nlld (d),fJOO c l ~ ~ l ) l o y ~ ~ ~ s ,  Ir~lvt* IICL'II I I G C ~  11s trlols r f  celltl.nlly clirectetl gover~l l l le t~t  pol icy s i l ~ce  
~ I I I ~ I I I I I ~ C ,  I I i n i ~ l i  I s  I I I ~ I I I  v l ~ l c l t  I A e n  is n i l c l~ess i~~g:  (I) M o r e  tlln11 
50 j>erccllt o f  ?lf"D Ion11 ~inl-tfr.)lins rlre i l~~l in i l~ecl ,  Ion11 cnllcctioll i s  l ioor, nllcl the legnl e r l v i r o t~ l l l e~~ t  fnvors the 
tltll>tc.tr; (2) rjnllki l lg sl;ills rlrc Inckilrg, n1lt.l culcllsi\.c trnil l i l lg ill n c ~ o l ~ ~ ~ l i l ~ g ,  creclit nllnly~is, j ) o r t f ~ l i o  
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PREFACE 

A five-person Evaluation Team wcnt to Bangladesh from Mny 1 to June 4, 1993 to conduce the 
Arst Interim Evaluation of the U,S. Agency for Inlernational Developrncnt Financial Sector Reform 
Program Technical Assistance Project (FSKP TA), The Team Leader went Mny I to work with Mr, 
Khan, The other members began work May 9, This report presents the team's findings. 

The team wishes to thank the offlccrs of the Office of Economics and Enterprise, the USAID 
Mission in Dhaka, the Team Leader and members of FSRP TA, and the officers of the Bangladesh Bank, 
the nationalized comercial banks, and the Ministry of Finance. Their time, their assistance, and their 
cooperation during interviews and in providing data and ather information and help were much 
appreciated. 
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EXECUTIVE SUMMARY 

The IJ,S, Agency for International Dovolopmont Financiul Sector Hcf'orrn Progruni Tccllnical 
Assistance Project (FSRP TA) is deacribed in tho U.SAJI)/BangluJesh Project Papor npprovcd Juno 6, 
1990, Tho contract for providing tho technical assisrnrrcc was signed with the fixme Booz, Allen & 
I.Imllton and Nathm Aseociates (the joint venture) on Jirno 20, 1391, The PSRP TA requires tllut the 
joint venture provide 845 porson-months of technical ussistanco tl.lrough tho cr~d of calendnr year 1995 
with a wmp-up of the project in the first quarter of' 1996. This report is tho first interim avuluation of 
this project. 

FSRP TA is being performed in conjunction with the Woild BankIlDA $175 million credit under 
the Financicrl Sector Reform Program, the International Monetary Pund, and the Bangladesh Oovcrnment, 

End of Project ,' rntua (EOPS) objectives of FSRP TA aze to: 

Implement more flexible central bank (Bangladesh Bank) monetary policies and improve the 
central bank supervision of the commercial banks; 

Develop financially sound nationalized commercial mnlcs (NCBs) that are suitable for 
privatization; ar~d 

Expand the share of the banking sector controlled by private banks, including divestiture of 
government interests in one or more of the four NCBs. 

Technical assistance to the central bank and the NCBs is delivered by five TA teams made up of 
an International Advisor and a National Advisor whu are working qith selected counterparts within each 
of the institutions. The counterparts are full-time or part-time staff, or a combination of both, depending 
on the wishes of the NCB management. The counterparts are trained or. the job by the advisors to 
develop the products to be installed and used in each institution, and then to train others. A core group 
of technical specialists is assisting the advisors and their counterparts in product development and 
dissemination. The areas of technical specialization on which assistance is focused in each NCB are: 

Credit analysis and loan portfolio administration; 
Computerization; 
E ~anagement information system; 

0 Training; 
0 Planning; and 

Development and profitability analysis. 

The technical advisors are also assisting the Bangladesh Bank in developing techniques in money 
supply tracking and open market operation, and in developing rhe ability to formulate macroeconomic 
policies and strategies. 

PROJECT STATUS AS OF THE FIRST INTERIM EVALUATION 

The TA team is on schedule in assembling baseline data to track EOPS objectives, EOPS 
subpurpose objectives, and 15 output objectives. In the 15 months since the TA team reached an effective 
level of staffing, progress in meeting EOPS subpurpose objectives has been considerable; output 
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abjcctlvcar are ubout hulP cotrrpleto, I'rogrc~rr dlffora rrt cach NCB hccrrusc of tho cliffcrotlcc~ arnotlg tha - 

banks rrlld tho arcas of cmpl~aslu that tnunagcmants huvc chouct~. Kcaults slioultl bcgiti to bo mcua.urabla - 
at tho tfmo of tho rr~ldtarrn evaluation6 

Tho technical assirrtanco advisors have ulvo misted Bangladesh Bank in tnukirlg major strides In - 

rnoncry supply tracking and opsn rnurkct operation, und in developing thc ability to fornlulate - 
rnacroeconomla pollcics r~nd ulratcgiee, - 

In a mqjor accomplishrncnt, tho team was instrumental in persuadiag Bangladesh Bank to - 

eliminate most interest ratc controls, rlnd then to persuade the NCBs to break ranks on ratc quotations. - 

Tho udtled tlexibillty of both lolm and dcposit rates has enahled the NCBs to gcnerate substantially - 

Incr'eased net interest income, and is a giant step away from central direction rmd toward market-oriented 
operations, 

The technical assistance for Bnrrgladesh Bank's sr~pervisory function has not yet been provided. 
This was originally to have been furnished by the IMP. The TA team asuumcd responsibility to provide - 

an expert only in September 1992 after the IMF relinquished its responsibility. Several candidates wcre 
identified, but chose other jobs before clearances were obtained. However, we understand that this much- - 
needed position will be filled shortly, 

- 

THE CHALLENGES REMAINING 

The four NCBs have almost 50 percent of the country's banking assets and 70 percent of deposits. 
They have between them some 3,500 branches and 60,000 employees. The NCBs have been used as - 

tools of centrally directed government policy since independence, and this relationship has led to many 
of the problems that the TA team is addressing. The team has identified serious common problems in 
the NCBs, among which are the following: 

More than 50 percent of the loan portfolios are impaired at each of the NCBs, loan 
collection is poor, and the legal environment favors the debtor; 

Banking skills are lacking, and extensive training in accounting, credit analysis, portfolio 
management, computer operations, and general bank management is required; 

@ There is rote compliance with centrally issued directives, and this compliance is against the 
best interests of the system and the institutions in that system; 

Too many branches are unprofitable and operations are inefficient; 

There is an almost total reliance on manual operations and very little computerization; 

Personnel performance is lackluster because there is little incentive to excel; and 

4 Management continuity is missing because senior managers are replaced frequently by the 
Ministry of Finance (MOF). 

The TA team is attacking these problems through training and through the introduction of 
techniques new to the NCBs such as management by objective and MIS. Cleaning up h e  loan portfolios 
will require massive capital injections from the government. The TA team is striving to ensure that 



government and NCU policicar und practlccs uro changed so that gains mudo through tlio 'rA tern's affort~ 
are not rrubecquontly lorrt through a return to former practices, Por cxnmplo, the teum is working hard 
to influence tho govarnmcnt to make dccfslonrr that will permit tho bunking systern to evolve with u 
market orientation YO that the NCBs will compcto to serve their customers, The toam nccdar tho support 
of USAID, the World Bank, IMV, and othcr donor agenciee in persuading government that the 
recornrnondcd changes are nccesaary and desirable, 

It ie difficult to see how the EOPS objective of creating flnnncially solind, privatiable institutions 
will be met during the life of the project. However, the TA team is making progress in helping to 
rationalize the NCBs, 

SUMMARY OF FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS 

1. The Team's advisors at Bangladesh Bank have made excellent progress in promoting market-oriented 
monetary policy advancements arid in strengthening the Monetary Management Technical Unit, They 
do not have the -xpertise to help strengthen the bank exmination and supervision functions, which are 
of prime importance and it1 considerable need of help, 

We recommend that the joint venture expedite the arrival of a bank examination and supervision expert. 

2. Meetings between USAID and the joint venture are to take place shortly to consider the reallocation 
of 67 of the person-months remaining in the contract between the advisors and needed hnctional 
specialists. 

We recommend that USAID agree with the reallocation in accord with the TA Team Leader's concept 
paper. 

3. The NCBs classify loans just once a year under present central bank regulations. The TA team 
believes, and wc concur, that this is too infrequent because a loan can be unpaid for almost two years 
before it is classifiable. Thus, management does not become aware that the loan requires remedial action, 
and the exami~iers do not become involved. 

We recommend that the TA team push the bank for classifications every six months, and that in two years 
loans be classified on a quarterly basis. 

4. At the present time, about 3,500 NCB branches file several reports a month directly to the Bangladesh 
Bank's Banking Control Department, in addition to reports submitted to NCB Head Ofices. According 
to the TA team, millions of person-hours are spent in this duplicative effort monthly. 

We recommend that the TA team make its best Mort to have Bangladesh Bank restructure the system and 
allow branches to report to their Head o*gices, which in turn will file consolidated reports with 
Bangladesh L 7nk us soon as practicable. 

5. As the technical assistance project has progressed, the Team Leader's Quarterly Report to USAID has 
become increasingly voluminous and complex. Activities of team participants are tracked, along with 
the next quar&er's planned activities. However, team progress toward achieving project output and EOPS 
objectives is difficult to follow. 



We rccommettd tltat thc quarterly report he expanded further to track output and EOPS ohjectivcs, or that - 

a separate quurteriy report be prepared by the T team, - 
- 

6, 'rho TA team should promote the following actions directly with the government, or indirectly through 
USAID, thc World Bank, or othux donors. 

Technical assistance resources are insufficient to provide the specialized offshore a -idcmic 
and on-the-job training program that bank officials need over the medium terrll. We - 

recommend that the team push for the establishment of a Bangladcsh Bank trairiing program 
with the World Bank, IMF, and other dorzor agencies. 

The tern, World Bank, and others feel t h ~ t  the Banking Cqmpanies Act is antiquated ~ i ~ d  
I 

needs revisio.1. We recommend that the team persuade the government of the need to revise 
and moderr7:ze the Act, - 

At present, the legal system does riot provide adequate or timely protection to creditors. We 
recommend that government complete the formtion and stafJlng of the 64 planned 
Bankruprcy Courts and the passing of the Bankruptcy Law to help expedite judgements. 

The poor condition of NCB loan portfolios is caused in part by the loans that the banks have - 

made to uncreditworthy sectors of the economy at the direction of the government. We 
recommend that the government discontin ~e these activities as soon as possible and distribute 
fiscal monies directly to target sectors or sponsor loans through the NCRs acting in a - 

fiduciary capaciry for the government. 
- 

Bangladesh Bank should eventually rcceive autonomy from the government, which will 
enable the bank to manaZ2 the monetary affairs of the country professionally with less 
political influence. Although not ready today, we recommend that the TA team work with 
Bangladesh Bank and the Ministry of Finance to insure that the bank's autonomy is an 
obtainable goal and that the bank prepares itself accordingly. 

0 Banking regulations are complex and confusing, according to the TA team. Regulations 
have been partially amended by circulars and letters over the years so that a correct decision 
is difficult to determine. We recommend that the TA team work to gain government support 
for the review, revision, and reissuance of important bank regulations over time to save 
transaction costs and facilitate bank mmination. - 

The TA team advises that MOF is aware of the personnel situation in the NCBs and of the - 

negative effect that the lack of incentive reward has on performance. WP recommend that 
government solicit donor support for an in-depth study of the alternatives to the present civil 
service status of NCB employees. 

@ Considerable progress has been made in eliminating interest rate controls. Interest rate 
bands still exist for loan., to three economic sectors, and floors are in effect on several 
deposit categories. We recommend that Bangladesh Bank eliminate the loan bands and 
consider the elimination of thejloors on deposit rates. 

The only active government paper market is in 91-day Bangladesh Bank bills, and that at a 
low volume. We recommend that government survey the possibility of expanding the money 
market to include the purchase and sale of a variety of maturities. 



Thc t c m  has been worki 3 with MOP and Bangludcsh Bunk on tllc ivrruancc of ncw bunking 
licenses, We recommer that the bunk be perniittcd to establisti und publish riortnsjbr the 
lssuance of new Ncenses, 

The: training requirements identifled by the team, which are containcd in the medium-tcrm 
plan, ercecd the resources and the life of the prcscnt project, We recommend that the 
government e~rlistjlnanciul support from other donors to enable the plan to be curried out, 

MOP agrees with the team that legal protection for banking consumers is dedirable, We 
recommend that MOF sponsor the drafring of a Banking Coruumer Protection Act similar 
to those in many other countries. 

The reliability of financial data that prospective borrowers provide to banks is low, and there 
are no standards for the accounting profession. We recommend that government seek donor 
assistance for training to strengthen the accountirzg profession and institute standards. 

The Negotiable Instruments Law does not provide criminal penalties for passing bad checks 
or check kiting, No: does it protect "innocent holders for value." We recommend that the 
Law, last amended in 1920, be revised to provide criminal penalties and innocent holder 
protection. 

CONTIZNTS OF THE EVALUATION TEAM REPORT 

In the report that fo~lows, the authors first introduce the project, its objectives, and the constraints 
identified to the rationalization of the banking system in Bangladesh. Next the achievements of the TA 
team as related to project outputs and end-of-project objectives are discussed. We then examine what the 
project has accomplished in the area of women in banking, and look at the status of training and of 
resource use, and at the quality of USAID support for the project. The report concludes with findings, 
conclusior~, and recommendations. 

The appendices contain substantive information relevant to FSRP TA and to this evaluation. The 
annexes present material requested by USAID such as the methodology used by the Evaluation Team, 
the contacts mfide by the team, and the suggested scope of work. 



INTRODUCTION 

The purpose of the first interim evaluation of thc U,S, Agency for International Devclopment 
Financial ~cc to r  Reform Program Tecl~nical Assistance Project (PSRP TA) ir to: 

0 Assess project progress toward meeting purpose and output level indicators; and 

e Agsess project success in institutionalizing inputs and establishing essential baseline data, 

Institutionnlizatio~~ is defined as the transfer of knowledge, technology, nad process skill8 from 
the TA team members to the client institutions, and the grafting of these transfers onto the minds and 
operating methodology of the clients. The Evnluation Team looked at how well these mandates have been 
met. In addition, the team found and reported upon several factors that deserve and have received special 
mention, 

The FSRP Project Paper lists technical assistance inputs (p. 24) at 964 pernon-months, 
although the contract between USAID and the FSRP TA joint venture between .Rooz, Allen, 
Hamilton and Nathan Associates contains a requirement for 845 person-months of assistance. 
The remaining 119 person-months are under the control of USAID and include hiring the 
Project Coordinator (52 months), bringing technical assistance to the Bangladesh 3ank's 
Technical Unit prior to the start-up of the FSRP TA (12 months), computer system 
configuration and acquisition (2 months), the conduct of four evaluations (37 months), and 
16 person-months for handling exigencies as they occur, 

The Project Paper incorporates several output and purpose-level indicators that have been 
incorporated from World Bank Financial Sector Reform Program loan negotiations that took 
place in 1989 and 1990. As a result, some of the accomplishments mentioned in this 
evaluation were: achieved prior to the inception of the Technical Assistance Project in 1991. 

Similarly, a few indicators have been carried forward to the'project Paper without sufficient 
resources to undertake the necessary studies and implementation programs. The study on 
revision of the bank personnel regime is m e  such case. 

Lastly, the Evaluation Team concurs with the findings of the TA team that the financial 
condition of the nationalized commercial banks (NCBs) and the quality of their internal 
operations are much worse than was implied in the Project Paper. The peparers of the 
Project Paper did not have information that later became available to the TA team. Figures 
available to the public showed a different picture, with the banks posting profitable 
operations. It is now clear that the NCBs probably cannot be brought to a privatizabls 
condition with internal operational and management improvements alone; governinent 
policies must be changed, and substantial additional financial assistance be given kc  the 
NCBs if project purposes are to be fully achieved. 



2 

DELIVERY OF FSRP TA TO TlIIi: BANGLADESH BANK 
- 

Bangladesh Bsnk, tho ccntral bank, is headed by a aovernor and three Deputy C3overnors. Tha 
bank has six regional offices headed by Oeneral Managers, as well as several functional heads at its 
headquarters in Dhaka headcd by General Managcrs, - 

FSRP TA has stationed four advisors in the bank under the direction of a Financial 
Macroeconomist, There are two National. Mac~zeconomists and two part-time lawyers assisting in the 
preparation of the draft Bankruptcy Law, 

- 

- 

The project's Financial Macroeconomist and his colleapues have prepared 14 studies and reportv 
on the subjects required of the joint venture, The TA team will prepare four additional studies in 1993 - 

and 1994. In addition, they have given valuable advice to senior bank officials and officers within the 
Ministry of Finance (MOF) on a continuing basis. - 

The bank supervision area has not yet been adequately addressed by the FSRP TA. The 
International Monetary Fund (IMP) at one point agreed to provid'e assistance, but dropped out in late 
1991, FSRP, after 10 months of negotiation, assumed responsibility in September 1992. Four attempts 
since thcn to contract for an international consultant for bank supervision have been unsuccessful. In the 
meantime, the Team Leader, Macroeconomist, Training Specialist, and other bank advisors have given 
seminars and other assistance to the bank's Banking Control Department. 

E. 

DELIVERY OF FSRP TA TO THE NCBs 
- 

In accord with the FSRP contract, the FSRP TA Team Leader has stationed one international 
bank consultant and one senior local counterpart full-time in each of the four NCBs for the duration of 
the project. The main, and continuing, task of the international consultant and his colleagues has been 
to build credibility with the Managing Director and the General Managers at each bank to win their trust 
and support for the project. Without this trust, the institutionalization of project initiatives within the - 

Bangladesh Bank and the NCBs cannot occur. 

The responsibility for overall planning of the project effort has been assigned to the Team Leader 
and the senior banking consultant. They have divided project operations into six functional areas: 

Credit analysis and credit administration; 
Management information systems; 
Computerization; 
Training; 
Planning; and 
Development and profitability analysis. 

Each bank advisory team - over time and with varying degrees of difficulty - has assembled 
counterpart groups. These groups consist of employees of the bank who have been assigned to the FSRP 
effort on a full-time or a part-time basis to develop programs in each of the above functional areas. 
Detailed work plans for each area have been prepared by the FSRP TA bankersladvisors who work with 
FSRP functional specialists and their FSRP counterparts. 



The priorities in tho design and implementation of each functional program have varied for each 
of the four banks and have depended on the individual needs of the institution us perceived by its senior 
management, Later in the report, the findings regarding the priorities chosen by each bank and the 
progress that the PSRP effort hus been able to achievo will bc discussed, 

In the interviews held by the Evaluation Team, NCB Managing Directors have expressed 
apprecintiorr, for the attentioi; that senior USAID Mission officers have given to the project and for their 
visits to the NCBs. The directors hope thut the visits will continue and be even more frequent. 

MAJOR CONSTRAINTS TO RATIONALIZATION 

Aftcr a year or more on the job, the TA team members are aware that several major constraints 
remain to be overcome in rationalizing the operations of the: Bangladesh B& and the NCBs. They are 
also aware that policy decisions not carefully considered beforehand can cancel progress made very 
quickly. 

The major conctraints that the TA teams have identified in the Bangladesh Bank and the NCBs, 
and the areas of greatest vulnerability confronting these institutions, are discussed below. 

Bangladesh Bank 

Although the scope of the Bangladesh Bank does not compare with the problems confronting the 
NCBs with their 3,500 branches and 60,000 employees, the problems that must be attacked before the 
Bangladesh Bank will be in a position to operate sffectively as an autonomous central bank are daunting. 

The primary functions of a modem central bank are: 

Control of the money supply; 
Cant-ol of the nation's foreign exchange reserves; 
Manbjement of the internal interest rate structure; 
Regulation of the country's commercial banks; 
Examination of the commercial banks to ensure soundness; and 
Issuance or withdrawal of financial sector licenses. 

The expert performance of these and many other functions are dependent upon the possession of 
a high level of knowledge and skills by bank staff. The Bangladesh Bank lacks staff with these qualities. 
A vast amount of specialized training in each of the functional areas listed above, and others, will be 
required if the bank is to reach international standards in the quality of its personnel. 

The Bangladesh Bank is not computer-equipped to handle the mass of data that it receives monthly 
from the tliousands of commercial bank branches. These reports are now processed manually. A system 
is no stronger than its weakest link. In this respect, both the NCBs and the central bank are laboring 
under antiquated conditions. The principal drawback to this manual system is the difficulty of exposing 
problems to the light so that they can be corrected in a timely fashion. Instead. the problems remain 
buried within a mass of uncorrelated information. 

The body of regulation that the Bangladesh Bank is meant to oversee and enforce through the 
examination process is antiquated and confusing, according to the TA team. Original regulations have 



bcon partially updated nnd amended numerous timcs so that the dctcrminatiol~ of tlie corrcctnc~~ of an 
action rctluircs the rovie'w of the original regulation and all of the ~ubscyucnt chungcs, This rnakcv the 
determination of cornpliancc as difficult for the examiner as for thc deciclion maker, 

Bonglntleeh Bank hus operated for several decades as a vassal of tlie Ministry of ftinance. Tliis 
has acted against the development of independent thinking within tho institution, and of the takc-charge 
attitude that typifies central banks in most developed countries, For, indeed, a central bank mutit take 
charge of the economy. 

Nationalized Commercial Banb 

The politicalization of the NCBs resulting from their use as instruments of economic and social 
policy under a centrally directed system is the foremost problem to be dealt with. Directed lending and 
investing is only one manifestation of the political orientation of the banks, The appointment of senior 
management and boards and the civil service status of the rest of the staff have resulted, over two 
decades, in bureaucratic behavior without incentives for risk-taking or superior performance. Planning 
and strategic direction have been decided in the government and imposed upon the banks. Government 
imposition of operating decisions on management and staff have vitiated the ability of NCBs to analyze 
and solve problems, and negated their motivation to improve. 

The TA team has found enormous need in the NCBs to upgrade human resource skills. 
Thousands of bank officers lack a sound knowledge of accounting, and training needs progress upward 
from that point. The training needed to achieve proficiency in financial analysis, bank operations, and 
computerized reporting systems requires a large, long-term commitment of the government and donors 
alike. 

As civil servants protected by regulation, bankers have little incentive to create and manage a 
tightly run and profitable operation. The mediocre bank official is promoted along with those that strive 
to meet challenging objectives. The TA team found that apathetic professional behavior is particularly 
prevalent among older officers, but that the younger generation of bankers still has a feeling of a need 
for pride in their achievements. This holds a ray of hope that, if the personnel system were reformed 
and made competitive, improved performance by bankers might be possible to achieve. 

The low quality of NCB loan portfolios results in part from decades of lending at the direction 
of the central government to economic sectors and companies that have been marginal or unable to repay 
their loam. Banking regulation contributes to the problem. A loan is not considered past-due for loan 
classification until it remains unpaid for one year. Because loan classification is made only annually, a 
loan can remain unpaid for almost two years before it is classified and brought to the attention of senior 
management and the bank examiners. Efforts to collect the loan or realize upon collateral pledged to 
secure the loan are hampered by lengthy court proceedings that can last a decade. 

In their desire to ingratia;e themselves with the voters, politicians have, on occasion, proclaimed 
and instituted debt forgiveness programs for their public. The NCBs' loan recovery efforts are thus made 
more difficult, and diligent efforts can be negated by the next election. 

Loan poi.tfolio cleanup is a prerequisite to achieving institutional sustainability and facilitating 
privatization. Funds to support the provisioning or write-off of uncollectible loans can come from 
injections of cash or bonds by the government, or from increased earnings by the NCBs. The likelihood 
that the NCBs will generate earnings sufficient to clean up their loan portfolios, particularly if central 
bank circular 34 is strictly applied, is almost nonexistent. The only chance will be additional government 
support. 



FSRP TA PROGRESS IN ACIIIEVING PROJECT OUTPUTS 

- 
This section describes tho Evaluation Team's findings on the progresbl tile PSRP TA tcam hns 

-, made thus far in achieving the outputs specified in the FSRP TA Project Paper, Further details are 
- contained in the appendices that follow the text nnd to which wu refcr. 

- 1. A more detailed analydlcal fmework for macroflnancfal rmalysie 

The Bangladesh Bank has had a Technical Unit (TU) since 1985, and established a framework 
for mcrofinancial analysis with IMF assistance in 1958. However, only recently, as a result of FSRP 

- TA insistence, has the TU gained any stature or significance. Project stress on the essential nature of the 
unit within a market environment, and a new bank Governor who undcrstands and agrees that the TU's 
functions are vital, have led to the unit's receiving increased human and other resources, 

The TU was upgraded and renamed the Monetary Marlagement and Technical Unit (MMTU) in 
February 1993, MMTU has received approval to expand its existing monetary programming analysis, 
and now has 10 qualified professionals. Data are being collected and analyzed in five main areas: 

Monetary accounts; 
Bank credit and interest rates; 
Exchange rates; 
Government expenditures a ~ ~ d  receipts; and 
The balance of payments. 

- - 
According to the TA team, the reports from MMTU, which are for the Governor and senior 

management of the bank, are being taken more seriously than in the past. 

The Governor recently established a Monetary Policy Management Committee (MPMC) 
consisting of himself, the three Deputy Governors, and the two Executive Directors responsible for the 
Banking Control Department and the Foreign Exchange Department, respectively. MPMC will convene 
monthly to study present monetary market conditions and decide on future bank actions to influence the 

- market. It is too early to judge the effectiveness of MPMC at this time. 

Although much remains to be done in developing a good analytical framework for macrotlnancial 
analysis, the upgrading of MMTU and the creation of MPMC have meant that appropriate mechanisms 
for discussing and acting to affect monetary policy options are now in place. (See Appendix 1 .) 

2. A better-trained cadre of oi'licers on macrosector policy 

Progress has been slow in developing a well-trained cadre of officers at the central bank and the 
Ministry of Finance to advise on macrofinancial policies. The attempt to establish a Policy Analysis Cell 
at the Ministry of Finance was terminated after resource, conceptual, and funding problems developed. 

The Bangladesh Bank has been able t~ upgrade the status of its technical unit, MMTU, and the 
number of key officers in the unit is scheduled to rise from the current 10. FSRP TA has given 31 1 
student-days of training to, primarily, MMTU personnel. Eight bank officers are presently on the 
FisWCiticorp five-month training program in the United States. Serious consideration should be given 
to establishing a more formal program for central bank and Ministry of Finance personnel to receive 
graduate training abroad in economics and finance with a reciprocal commitment to serve a specified 
number of years with the central bank or the ministry after their return to Bangladesh. The Bank of 



Thuilund, which has liar1 such n progrrttn for marly ycrrrri, tnight scrva us u guide in tlmis endcuvor. (See 
Appendix 1 ,) 

The Bangladesh Bank has eliminated preferential lending to the commcr~;iul banks, and now 
operutes on a rediscount bmis against the delivery of uhort-term trade papcr or govcrnnlent bills. The 
bank's lending rates havo becn unified into a single rediscount rato, currently 6 , s  pexcent. This rate was 
lowered from 9.75 percent in September 1991 in u series of steps to reflect the dccrcase in the itiflation 
rate. It has been claanged more frequently than in earlier years. 

Except for a group of small donor programs, such as thd one with Norway, all central bank 
accommodation of commercial banks is now at the uniform bank ratc. (See Appelidix 1 .) 

3b. The sde curd purchase of Bangladesh Bank securities 

Since December 1990, the central bank has successfully offered its own 91-day bills to the banks, 
although the total amount of bills outstanding is still relatively small in relation to total bank liquidity. 
Tlie bills are now auctioned monthly, but on a limited basis: only taka 200 to 400 million are marketed 
each month. About taka 900 million were outstanding in April 1993, The low-bid rate(s) accepted 
reflects the supply and demand for bills at tile time. As a result of its monthly decision regarding the 
volume of bills that it will supply to the market, the Bangladesh Bank now has some influence on bank 
liquidity. The procedure differs from the government's previous unsuccessful attempts to market its own 
bills through the Bangladesh Bank at predetermined, not market-oriented, interest rates. 

We are not aware, since banks were liquid at the time of the initial evaluation, whether the 
Bangladesh Bank has ever acted on the other side of the open market by creating liquidity through the 
purchase of its 91-day bills. (See Appendix 1.) 

3c. A fully operational interest rate policy 

FSRP TA has played a significant role in the process of moving the banking system from 
centrally controlled deposit and lending rates in 1991 to a more flexible and market-oriented system. 
Banks are now free to set their interest rates on deposits at whatever level they consider appropriate above 
a minimum rate. Floors are still in force for savings and time deposits. Bangladesh Bank and the 
Ministry of Finance are presently debating the pros and cons of eliminating the floors as well. Bank 
lending rates for all but three of 14 sectors are now uncontrolled, and banks are free to set their loan ratcs 
wherever they wish. The three sectors still subject to an interest rate band are agriculture, exports, and 
small enterprises. As soon as conditions permit, elimination of these bands should also be considered. 

The project has taught NCB managements that interest rate movement to take advantage of 
changing conditions can be done independently without endangering the institution. As a result, there 
were more changes in the deposit rates offered by banks in the first four months of 1993 (3) than during 
all of 1992 (2). Although this is a good first step toward active assetlliability management, the bankers 
still have a long way to go. For example, the concept of pricing loan tenor (the length of the loan) and 
risk is still not used, nor is the practice of producing a negative yield curve by dropping rates offered on 
undesired longer-term deposits. (See Appendix 1 .) 



4, Exprurslon ~PBanylndesh Bankpar con~p~ltcr oprutlons nnd MIIY eyatan, wlth u staff' trnlnt!d 
In cornputor, etatiatla, and cconometrtc aWIIe 

Tho FSRP TA's cotnputerization efforts at tho ccntral bank includo the lnstallation of I5 I'Cg in 
9 dcpartmenta, All PCs are now functional and heavily used in spreadsheet applientions and analysis 
functions. 'rho Rcqueet for Proposal and a model contract to replace tho bank's outdrrtcd mainframe were 
propared, as wcll as longer-term planning for automation development. This process is stili pending 11nd 
tho hardware not yet delivered, The project developed the Credit Information Bureau (CIB) Phased 
Automation Plan, The Pilot CIB Reporting Automation System was completed, which inclurlcv credit 
reports, CIB Performance Slutistics, a User Manual, and the CIB Database (using imported December 
1991 data; the December 1992 database is almost finished), Of requests for data, 2,704 were received 
thus far in 1993 versus 749 in 199'2,'The project developed PC technology standards and dciivered a draft 
report, Bank forms are being ratior~alized and the elimination of redundant reports begun. Some training 
provided to personnel in computer and statistics (300 student-dnys of CIB training). A computerization 
group has been formed and is providing information to the consultants and management as and when 
needed. (Ses Appendix 8.) 

5. Improved reporting system of the NCBs to the Centrd Bank 

This is part of the barking supervision core for which dedicated technical assistance has not yet 
been provided. This output also relates to the accounting, reporting (forms management), and 
computerization assistance that the project is giving to the NCBs. 

At present, banks and their many individual branches (more than 3,500) each send a great volume 
of reports to the Bangladesh Bank monthly, 99 percent of which are manually prepared and use data 
whose accuracy is suspect. Branches should report to their regional headquarters and they, in turn, to 
their Head Offices. The Head Offices should make their reports to the central bani.. 

Realignment, standardization, simplification, and consolidation of the reporting system so that 
the central bank receives one consolidated report from each bank monthly is a gigantic task that will not 
be accompiished soon. However, it is a task that must be accomplished. At present, the accuracy of the 
reports the bank re~eives from individual branches is highly suspect. (Sce Appendices 3-6.) 

6. Bank supervision methods based on analysis of bank flnancid condition 

The bank supervision core area has not yet received dedicated expert technical assistance. FSRP 
TA did not become responsible for this area until September 1992. Since that time, four consultants have 
bcen nominated for the position but did not receive clearances before choosing other work. The TA team 
leader and others have given seminars and other support to the Banking Control Department in the 
absence of dedicated core support. We understand, however, that the stalemate with respect to dedicated 
technical assistance is about to end. 

Our interviews with the Deputy General Manager of the bank's Bank Inspection Department 
indicate that inspections are limited to the review of the branch loan portfolio to the extent possible (a 
sample rather than 100 percent review). Examinations do not yet verify that a strict interpretation of 
Circular 34 in the loan classification process is being carried out. Deposit accounts are examined, but 
no verification with depositors is made. Only the latest ~nonfh's general ledger is examined. All 
information examined is taken at face value and the examiners make no outside verification. 

The supervision of branch loan portfolios will be facilitated if more frequent loan classification 
than the once per year policy now utilized is adopted. At present, a loan can remain unpaid almost two 



years beforo it is classified, Initially, u change to twlcu pcr year would hclp. But liopcfully within two 
yours tho (luurtcrly reporting of loans unpaid for 30 days beyond tnuturity will bc rcquircd, Tlliv will 
assist loun portfolio munagemont und bank supervision considerably. 

7. A fully oprationul Credlt InPormatlon nureau 

A CIB has been established in tho ccntral bank and regulations have been issued to thc bunks that 
tho CIB mmt be informed of all new credits or rescheduling of existing credits, Moro than 3,000 
inquiries have been handled on a 24-hour turnaround basis so far this year compared to less than 1,000 
during all of 1992, Additional computers that will inc;ewe the capacity are on order and expected soon, 
The database will be updated to use more complete 1992 data than the 1991 data used now, The 
changeover should be complete within u month or two, (See Appendix 8.) 

8. MIS system and improved loan accounting systems established in tilo NCBs 

The accounting systems and methodology the TA teams found in the NCBs were medieval. The 
lack of modern systems is complicated by the large branch networks that each NCB has, and by the lack 
of standardized accounting methods, especially interest accrual, or of forms used by branches belonging 
to the same bank. Standardization of accounting methodology and forms, and timely, accurate reporting 
are some of the major challenges TA teams are facing. 

All NCBs have made some progress under the project's technical assistance in improving and 
simplifying accounting reports by eliminating stale reports and statements, computerizing several reports, 
expanding computer capabilities, and providing training. FSRP has designed new lom ledgers, which 
they have implemented on a pilot basis after providing the necessary training. The bank consultant team 
have completed sample good and bad loan reviews and prepared ratio analysis. However, the teams have 
reviewed accounting procedurus and found them to be deficient in all the'banks. 

MIS systems cannot be better than the quality of the data used. However, we are happy to report 
considerable initial progress by the TA teams. Of greatest note, the MIS specialist has developed a model 
to project a year of Projected Quarterly Balance Sheets and Profit and Loss Statements, which at least 
one bank has successfully tested, and which can be used to model "what if" scenarios concerning loan 
write-off or other discretionary variables and projected capital requirements. The teams are now planning 
to implement the program in all of the banks. (See Appendices 3-6.) 

9. Expanded computerization of NCB Head Offices and a limited number of branches 

All NCBs have embarked on automation plans that include the automation of a selected and 
limited number of branches. The number of computers, including PCs and mid-range, for NCBs and the 
Bangladesh Bank are as follows: of 75 PCs ordered, 5 have been installed in each of the NCBs; 3 mid- 
range computers have been ordered, 1 for the Bangladesh Bank, and 1 each for Janata Bank and Rupali 
Bank, but delivery had not taken place at the time of this evaluation. 

The two NCBs with mainframes, Sonali and Agrani, use them for one shift of 8 to 12 hours. 
They could gain increased and expanded usage by going to a multiple shift, 24-hour-per-day operation. 
Of the two, only Agrani Bank is using its mainframe for banking operations. Sonali Bank is using its 
computer for payroll accounting, personnel records, and other administrative matters. 

The computerization of the NCBs, including only the Head Offices and a small percentage of the 
total number of branches, is a long way from realization even on a limited-function basis. TA team 



cffortu in the accounting, loan ledgcr, and brnnch rcporting arcazl rrre dosigned for that duy ill tllc future 
when all NCB branches wlll bo forwarding their reportvl to I-Icud Offlcc vlrr compulcr, (Scc Appcndir:czl 
3-6.) 

10, Planning nnd porformaolco budyetlng systelnrv ~tlablishcd In tha NCBB 

The TA team's objective is to dovclop, establish, implement, and follow up the Management by 
Objectives (MBO) system, Tho teams huvc introduced MBO for the managing director and general 
manager levels in each NCB; it has been introduced to tho regional und brnnch lsvel in Agrani Bunk, and 
to the regional level in Rupali Bank, 

Management by objectives taught, indoctrinated, and used by bank officials down to the branch 
manager level will eventually give support to the notion that the destiny of each unit of revenue and 
expenditure, or staff section, is the personal responsibility of the person in charge of that unit. By 
making and fulfilling reasonably ambitious but attainable objectives during a year, the unit manager has 
the power to improve the profitability and the health of the balance sheet of the unit, or the effectiveness 
of the staff section. 

Ambitious objectives fulfilled are usually rewarded with bonus compensatiorl for the manager and 
his or her key performers. However, this isn't possible under the civil service system of which NCB 
employees are members. Similarly, mediocre management performance is not frowned upon or punished. 
MBO can be a powerful tool for good business or bank management, but without the ability to reward 
those who achieve difficult objectives, MBO can turn out to be a hollow tool. The present personnel 
system in the bank and the NCBs needs to be reexamined. (See Appendices 3-6.) 

11. Revised loan policy procedures and improved loan recovery of NCBs 

Rupali is the pilot bank to introduce new loan policies that are presently under development. 
Sonali Bank has introduced a program to monitor unclassified loans over Taka 1 crore ($250,000), and 
completed a diagnostic report on the jute sector.' Janata is completing a 25 goodlbad loan study and 
started a recovery program for 100 of the largest defaulters. Agrani has developed a credit administration 
program, developed a computerized spread sheet, created a manual for computerizing loan classification, 
and, with management, instituted an aggressive loan collection plan in 1993. Rupali has completed an 
analysis of its industrial credits, introduced a loan quality monitoring system, and a program to recover 
large defaulter loans. 

Accurate data on loan recovery is not yet available. Part of the problem that the Evaluation Team 
found is the difference in the definition of "recovery" that is used among banks. Some include 
rescheduling, which will place a loan back into current status, as a recovery. Others use the term only 
when repayment is received. The definition sliould be standardized, and lecovery and rescheduling 
differentiated in the MIS reporting systems and in the MBO process of setting goals for branch managers 
as .the program reaches branch level. 

Bangladesh Bank loan classification requirements in Circular 34 call only for annual classification 
of loans. More frequent loan classification, preferably quarterly, would assist recovery by calling 
r: ,sgement's attention to the defaulted loan. (See Appendices 2-6.) 

Ten million taka = 1 crore. 



12, ~ n h m c s d  loan prlciag uritl tloposlt rate set tlngluut~stmetit calurblll tles of NCBs 

Tlro TA team has hoar1 effectlvc In induelng lndepender~t judgttiont it1 tlla NCBs on ltrtorast rates 
that should be offercd or charged, Breaking tho NCB interest rnto cartel in lato 1991, whlcll existed 
becuu~a tlla Bangladesh Bank had pormitted lndopcndont Intorest rato rr1rotatlon8 withlr~ bands thrcc yaars 
errrlier, wai  tho kay to tho cvolutiun of NCB courago and ability to reach indeponderlt rate decisions, 

All NCBs have made several downward adjurrtmsnts in deposit interest ratcs paid, and upward 
adjustrncnts of loan raterr followed by some downv:ard adjustments of loan ratea undcr government 
pressure. Interest rate ndjtlstmcntu by the bunks have rebulted in about taka 300 crore in increased net 
interest income ior the NCBs, The profit planning speclalist is in the process of draftlng a loan pricing 
manual. 

Mowever, the banks are a long way from understanding the use of loan and deposit interest ratcs 
to manage their balanco sheets. In advanced markets, rates change from day to day, hour to hour, and 
minute to minute to reflect supply and demand, Bangladesh doesn't need this degree of rate volatility 
and corrmurnications wouldn't be able to cope. However, interest rates arc a primary tool for asset and 
liabilities management, attracting desirable business or discouraging the inflow of undesirable business, 
(See Appendix 2.) 

13. Improved course o f fer in~  of the Bangladesh Institute for Bank Mmagement 

FSW TA has completed an in-depth, five-year training strategy for BIBM. The study includes 
a proposal for designing a new 14-week midcareer course for officers at the Assistant eetleral Manager 
and Deputy General Manager levels. FSRP TA has given 726 student-days of training in the quarter 
ending April 30, 1993 alone. It also contains plans for upgrading or creatir~g several courses. The 
general credit course has been upgraded and is ready for introduction in May 1993; an upgraded term 
lending course is to be ready for July; courses in agricultural financing and rural development are to be 
ready in August; a loan classification and provisioning course is to be completed by November; and a 
performance budgeting course is to be upgraded for offer in February 1994. A new course in 
microfinancial and monetary economics is to be prepared by a short-term consultat~t in 1994. 

The training needs of financial sector officers are mammoth; BIBM will require a long-term 
commitment and funding from the donor community to fulfill the plans the TA training specialist has 
prepared. The banking community will have to continue to provide its officers to be trained with time 
to complete the courses of study. BIBM must be in a position to affiliate with other domestic and foreign 
educational institutions to obtain the skilled instructors it will need to carry out its programs. There are 
literally thousands of bank officers whose skills require upgrading at a level above that obtained at the 
in-bank training institutes, according to the TA team assessment. (See Appendix 7.) 

14. Outputs, manuals, and techniques avdable to commercial banks 

The courses taught ( r planned for BIBM are at a level beyond that taught in the individual NCB 
institutes, and manuals and other materials produced by BIBM are available to the NCBs, private banks. 
and foreign banks upon request. All studies, manuals, and training materials prepared by any group or 
individual of the FSRP TA that does not contain proprietary or confidential information are available to 
all banks, NCBs, private, or foreign, upon request. A system to publicize this fact is under way. (See 
Appendix 7.) 



13, Qtutlim catnpleletl OII (a) ~rrivatiz~tio:~, (b) prrrorlt~el isrrlra, (c) get~tler tliscrirrriaatior~, ((I) 
effects on rural arene 

None of the four studios s p c ~ ~ f i ~ d  itr this output ohjcctlvo l~avfs hecn drafted to tlato, llowovcr, 
preparation of st~rdlca on tlic prior prlvatir~tlorr of two NCUH in 1989, and rural brltrklt~g uro sclledulcd 
for later this year, and lt~itinl data gatharing liaa bcguti. A yrlper orr persorltlcl pollcy will be prapared 
in 1994, tnformtrl cistimates on gender diacrltninatlon, lttnitcd to the percaritages of wotnen officers ntrcl 
clerical staff, have been mado, and ttre Bangladeoh Brrtlk has provided soma 1993 bassline data, 'J'lresc, 
however, do not yet constitute a study, 

Information on the nurnber of wonlerl borrowers, which is required in tho Project Paper, cannot 
be obtained froin ths bnrks. Such a study would nccd a survey of worncn-owned busineascs, which 
would require resources bcyond tl~oso remaining to tho PSRP TA Joint venture, 

'I'he only reasonable conclusion that we can reach, given the poaltioti of the government and thc 
bank, is that USAID or the Emtms~y take up thirl matter with the govcrnmcnt ut thc lligheet level. 



IWRltD 'I'A PROGRESS TOWARD ACIIIEYINC END Of? 
IpROJECT STATUS OIMECTIVES 

- As stntcd in tlio Scopc of Work on the Flnunclal Scctor Report I'rojcci, tllcrc rlrc threc h rod  
projcct purporrea in the five-year proe;ram. These aro to: 

Implement morc flexibla central bank tnotletary policies und to improve central bunk 
rrupcrvlsion of the commercial hacks; 

0 Dovelop flnuncially sound NCBs that are suitablo for privatization; and 

Expand the shim of the banking .u?ctor controlled by private banks and continue thc 
movement to divestiture of the NCBs, 

- The following provides an iliitial assessment, as of May 1993, of the extent to which theso project 
purposes have been, or are being, achieved in certain areas, Further detailed findings of the Evaluption 
Team arc included in the appendices. 

a 

IMPLEIMENT MORE FLEXIBLE CENTRAL BANK MONETARY POLICIES 

1. Replacement of direct monetary controls by flexible indirect instruments 

Prior to January 1990, the Bangladesh Bank relied on direct controls to execute monetary policy 
such as credit quotas and ceilings, and import margin requirements. The bank administered interest rates 
for the commercial banks, and also provided subsector-specific subsidized refinancing credits to the 
commercial banks. In January 1990 the central bank replaced its subsidized refinancing facility for 
priority sector loans with a more general rediscount facility at the Bangladesh Bank's uniform bank rate. 
In December 1990 the Bangladesh Bank k~egan to auction its own obligation, a 91-day bill. TI:? 
Bangladesh Bank's 91-day bills are auctior~ed monthly and the yield on the bills reflects demand and 
supply forces. 

As a result of establisl~ing a market for these bills, the central bank is now able to influence 
monetary conditions slightly when it offers its bills to the market each month. However, we understand 
that the demand for bills has exceeded the amount the bank has been willing to offer; one foreign private 
bank with heavy taka deposits has been purchasing the bulk of the bills, we have been told. We do not 
know if the Bangladesh Bank has also purchased bills on the market to supply liquidity to the system. 
The banks have been very liquid recently, which would indicate that the bank has not been purchasing 
bills. In any case, a tentative start toward market control through the use of market mechanisms has been 
made. 

The concept is new and the techniques that remain to be used to achieve indirect control of the 
system are as yet untried. Much more technical assistance, mining, and hands-on experience are needed 
to enable the Bangladesh Bank to build confidence and to shox the government that indirect monetary 
controls will work. Those involved in both the government a:~d the banks don't yet have this degree of 
confidence, or are afraid to give up the powers inherent in the previous system. 
(See Appendix 1 .) 



2, More butlk loutirjl bmetl OBI ~narket-dotermlncd Interat rat@ 

ln 1902, all lending rato controls wcro eliminated exccpt for tho ~naintennnl:~ of ruto bunds on 
lour~s to tllrea cconomlc sectors (adriculture, exports, und small industty), 'The ~ F ~ I I ~ R  liuve ~ l t ~ c e  been 
frea to set their lendin8 rutes at whatovur loval dccmcd appropriate to the remaining I I Hectors. At tho - 
urging of the TA team, si8nlfieunt progress has been mada In obtaining greutar fle:tibility in br~nk lending 
rutac. Untll 1990, cdmmercia~ bank loan und deposit rates were fixed arbitrarily by the central bank. - 

In tho spring of 1990, Icnding rate band8 were established for 14 cconomlc sectors bawd on the central 
bank's estimate of a shadow (true market) rate for the different cutegorics, Althou8ll this increased thc - 

degree of flexibility ~~vnilablc to banks, freedom to sot rates to 11 of the 14 sectors resultcd from FSRP 
TA team involvement in the issue, - 

- 

Notwithstanding the above, there is little conipetition among banks for loans becuuse marketing 
is an unknown science, Nor arc rates used to differcntiate loan tenors and level ~f risk. The use of - 

interest rates to attract or discoural~e new business is neither understood nor practiced. Therefore, one 
cannot truly say that market-determined lending rates are yet a reality. (See Appendix I .) 

3 a Technial unit established at central bank with trained staff 

The Bangladesh Bank has had a Technical Unit since 1985. Although not a department, its status 
was upgraded after a new central bank Governor assumed office in December 1992 and the unit's name 
was changed to the Monetary Management dnd Technical Unit. Since late 1992, the unit has had a staff - 

of 26 to 30 persons, of whom 5 werc officers. With the addition of transfers, and the return of two 
office , who have received training in tile United States, MMTU now has 10 professionals to oversee 
projec, 3 ,  MMTU is making gradual progress in the development of its capabilities. The TA team now 
feels that staffing has reached an adequate level for the time being. 

MMTU tracks inflation, the compliance of banks with reserve level requirements, and the amount 
of 91-day bills outstanding, and recommends amounts that should be bought or sold to affect bank 
liquidity and interest rate levels. It also recommends the need for char~ges in the rediscount rate or the 
level of reserve requirements, and other monetary pulicy activities. 

MMTU is a general macroeconomic research unit. As such, it is at the heart of much of what 
a central bank should be doing. Yet its existence has only recently been recognized, and much more 
attention should be given by both the Bangladesh Bank and the Ministry of Finance to strengthening these 
activities, which are crucial to central bank n.magement of a market-determined money market. (See 
Appendix 1 .) 

4. Conduct more frequent and focused inspection of branch portfolios 

As the dedicated technical assistance for the bank supervision function is not yet in place, we have 
not been able to determine the status of this indicator. Bangladesh Bank's Banking Inspection Department 
with 250 inspecting officers reports that it is inspecting each commercic.1 or industrial lending branch once 
per year. Examinations concentrate on branch loan and deposit records. No outside verification of loans 
or deposits are made. Examiners take information at face value; for example, they do not raise questions 
regarding inconsistencies in accrual accounting methods or general ledger format. They are also apt to 
miss pastdue loans that have not yet been classified. The Deputy General Manager in charge states that 
they are doing business as usual and have not received any assistance from the project to date. 



In uddltiorl to tliu Uunklng lnspectiorl Dep~rrtmant, J3ar1gludaaIi Uutrk lruu rr dcpurtmct ' tlrrrt Itlspectrc 
rural brunches end a third that lnrrpccta foreign exchango branchcs, Euch reports to its owrl Deputy 
Clerlarul Managcr nnd Uonoral Manrrgor, 

If tho projzct Is to 11uve an implict on improving tho quality of bank supcrvifiion, thc dcdicuted 
technical asluistancc eventually supplied must cover all of the departments. 

5. Credit Information Bureau establlslled 

The CIB haa been e~tablished and is functioning well given that it is newly operational, 'I'hc 
1991 databwe presently in use does not contain dctalled Information, The databasc will be upgraded to 
1992 next month. Banks are presently required to submit information to CIB, but the use of CI13 to 
request info~mation is not yet mandatory, Two udditional PCs are on order, which will permit an 
i r  -crease in capacity. (Sce Appendix 8.) 

DEVELOP FINANCIALLY SOUND AND PRIVATIZABLE NCBs 

6. All commercial banks are implementing Bank Bangladesh Circular 34 with regard to lorn 
classification 

The banks have begun to implement Circular 34 slowly. Several have geared up programs to 
approach the task systematically, but there is great resistance from senior management because of the 
expected negative impact on their bank's balance sheet and the profit and loss statement. Senior 
managers have been receiving bonuses on stated profits for years, so there is understandable reluctance 
to show losses resulting from loan provisioning. 

Loans are studied for classification only once yearly. At this time, a loan that matures and goes 
unpaid early in 1993 is not defined as past due until early 1994, and is not considered for classification 
until early 1995. Bangladesh Bank is in the process of preparing a regulation that loans be examined for 
classification every six months. Eventually, the review should be quarterly. 

We have already referred twice to the importance of more frequent loan classification. It brings 
a problem loan to the attention of management in a more timely fashion so that remedial action can be 
taken. Secondly, the classified loan is more visible to bank examiners who are then able to draft a more 
accurate report for the central hank. (See Appendix 2.) 

7. All commercial banks have carried out comprehensive reviews of their credit policies and 
procedures and issued appropriate manuals 

This program is under way in all NCBs to a greater or lesser extent. The bank TA teams have 
reviewed all lending policies. The FSRP credit specialist has drafted several new manuals. Although new 
credit policies have not yet been formalized, some banks have adopted interim policies. This is an area 
that, because of its magnitude, creates a situation in which each potential improvement uncovers many 
new problems to be addressed. 

Policy changes will need to be accompanied by massive training. For instance, a requirement 
for customer's financial statements will, in turn, require training in accounting and financial statement 
analysis (which is under way in some banks). Loan pricing policies, another part of the lending policy 



16 - 

- 

- 

cyuation on which tlla TA tcms  are just boginrling to focurr, introduccrr tho concopt of risk nrld terrn- 
,~lutcd pricing, which is unknown in Barrgludetrh bunking today, (Sce Appendices 3-6,) 

- 

8, Cupitd rrdcquarcy req~rlrcmr!nb of the banks are rnrrintalnetl uccordlng to tho BanMng 
Companies Ordinance 

- 
- 
- 

Before rneanirt8fui determination on the status of this indicator can be mado, the NCBs must -- 

finish their loan classification and provisioning programs. The full extent of the recapitalization that will 
be required is not yet known, NCB TA teams have, however, rcccntly complcted estimates of the capital 
shortfall for each of the NCBs. - 

Pactors outside of the NCBrr' scope also have a significant impact on the bank's ability to meet - 
this EOPS, For instance, at the time of this interim evaluation, discussions between the World Bank and 
government concerning a jute industry facility wcrc! taking place, The degree to which the government - 

will eventually be able to recapitalize the NCBs for loan losses in the jute sector is yet to be determined. 
- 

(See Appendices 3-6,) 
-- 

9. Eflective performance planning and budgeting systems establishecl by NCBs - 

Each of the NCBs has begun management by objective programs for senior officers and has 
introduced an MIS product to assist in performance budgeting. 

MBO and MIS development are both in the initial stages, and it will be some time before benefits 
are perceptible. The existing personnel system mitigates against receiving larger benefits from MBO as 
the appropriate incentive reward systems are lacking. The development of meaningful MIS is hampered 
by inadequate, inaccurate, and untimely data on which to base the MIS. However, the first steps have 
been made, and the government and Bangladesh Bank will realize that "parts of the systems" will have 
to be developed and installed later to complete the systems after the fact. (See Appendices 3-6.) 

10. Increased computerization of NCB Head Offices and pilot computerization of 2-3 major and 
5-10 smaller branches 

Twenty PCs have been delivered to the NCBs, five to each, of the 75 ordered. These are 
primarily for the Head Offices. Several of the NCBs have invested their own resources and initiated the 
computerization of some of their branches. Agrani Bank, which also has an old but serviceable 
mainframe computer, is the most advanced in this respect. Mid-range computers, one for Bangladesh 
Bank and two for NCBs, are on order but had not been delivered at the time of this evaluation. 

We have every reason to believe that this EOPS will be met without difficulty during the life of 
the project. 

PREPARE NCBs FOR PRIVATIZATION 
AND EXPAND PRIVATE BANK MARKET SHAIRE 

11. MIS established in NCBs according to project guidelines 

All NCBs have developed and are in the process of implementing an MIS system product. 
Because some NCBs have more information in their databases than others, implementation of MIS, which 



requires datu i~puttl, i~ lnoro l~dvanccd in thoso NCUY with a hiljhcr dogrca otr cot~~putcrizcd datu 
~vailability, 

'rho comments rcgnrding MIS mndc in //9 above apply equally harc, The accuracy arid timeliness 
of data is problcmatlcal, so truly meaningful MIS must await: officient accounting systems using 
standardized procedures and accurate datu inputs best supplied by computer. Mowevor, the accourlting 
systems will eventually catch up with the developments in MIS, (See Appendices 3-6,) 

12. Private bmks havo incrcssed their eharo of bank lending 

Baseline data indicate that private banks have 55 percent of bank lsnding at this time. Because 
of low loan demand, there has been little movement in that figure. However, as NCBs increase thcir 
level of compliance with loan provisioning and write-off requirements, and if their capital adequacy levels 
are reached through a corresponding reduction in deposits, the size of the NCBs will decrease. 
Therefore, the percentage of banking assets (loans included) held by the private sector banks can be 
expected to increase, (See Appendix 1 1 .) 

13. Understanding problems emerging from bank privatization has been improved by studia 

The bank privatization study will not be undertaken until later thiJ year. The 'rA team hm begun 
the process of gathering its initial data for the report. 

14. Satisfactory divestiture program and timetable presented by the government 

This is an FSRP project objective, not a TA contract deliverable. The government has not yet 
presented a program or timetable to USAID. 

The TA team is improving the internal operations of the NCBs, and endeavoring to influence 
several MOF and Bangladesh Bank-level policies relating to the eventual privatizability of the NCBs. 
The project is conceptualizing a "good bank/bad bank" methodology that might facilitate the creation of 
privatizable banks within the next two to four years. 

We understand that the government holds shares in several national private banks, which could 
be sold off to private investors now if it so desired. 



WOMEN IN BANKING 

The U,S. Cfovernment-fundcd IJSRP TA projcct calls for the study of womcn in banking, or us 
specifically antitled in the Project Paper (p,77), "Oendor Conrrideratians." The study is to bc dividcd into 

- two parts, The first will be the establishment of bascline data on rates of hiring and promotion, und areas 
of aubstantive responsibility und decision-making authority, as well as the professional clerical and 

- professional female employees, by bank, This data is to be examined and progress noted in each of the - 

project evaluations. 

- We have examined estimates for each of the NCBs that show, by percentage of the total number 

- 
of employees and by the percentage of fcmalc officers, that the total number of female employees 
increased during 1989-1992 in three of the NCBs from 4 to 6 percent of the official staff, while all staff 
increased from 5.1 to 5.9 percent overall. In Agrani Bank (the fourth NCB), the percentage of women 

- officers remained constant at about 8 percent throughout the period, and the proportion of women of the 
total staff remained constant at 7.2 percent, 

The government and the Bangladesh Bank have been reluctant to tackle the element of the project - related to gender. However, they have provided some 1993 baseline data to the TA team that 
. complement the percentage estimates for prior years mentioned above. 

The TA team has not yet scheduled work on the second requirement, the study of the number of 
women loan applicants and the degree to which they receive equal treatment with men. The FSRP TA 
might find the necessary data from internal NCB sources, but the existence of customer records 

- categorized by gender is doubtful. Hrithout these it would appear that USAID would have to commission 
a separate study, outside of the FSRP TA, which would gather the data from a survey of women-owned 
businesses. The FSRP TA does not have sufficient resources remaining to conduct an outside survey of 
this type. 



STATUS OF BIBM TRAINING, I'LANNING, AND PROGRAMS 

PSRP TA has placed a Training Expert und a nutional counterpart in the Institute of Bunk 
Management. 'They have completed thc druft of u comprehenrtivo training needs assessrncnt study, They 
have also completed u Bank Training Strategy and Medium-Term Plan for the banking sector rrnd BIBM. 
The goal for BIBM under the plan is to mako BIBM a center of excellence for the bunking system in 
Bangladeuh. The olcmcnts of tho medium-term plan, many of which are in preparation, urc: 

A program offering n Master of Bank Management degree; 
Mid-career banking course and computer training; 
Development of BIBM faculty and infrastructure; 
Development of Bangladesh Bank TA; 
Development of NCB training institutes; 
A program for overseas training of Bangladesh Bank officers; 
A banking supervisors overseas training course; 
A program of training course upgrades; 
Institution of pre-course, post-course testing; and 
Preparation of case studies for course use. 

The estimated cost of these programs is $ 4 3  million. 

In 1992, BIBM trained 2,077 officers in 20 training courses and 9 workshops. All trainees must 
have a bachelor's degree to be eligible for participation. 

The entire training segment of the project is discussed in the appendices, and the specific outputs 
and purpose-level indicators are covered in the body of the paper. However, the program - the Fisk 
University/Citicorp Institute Overseas Training Program - deserves special mention. 

Twenty participants departed Bangladesh on January 3, 1993 to spend five months on the first 
of two programs conducted at Fisk University and the Citicorp Institute of Global Banking. From mid- 
January through mid-April, the students raised a number of problems and issues surrounding the program 
in such areas as: 

- housing and dormitory facilities 
- food 
- medical and dental coverage 
- the Fisk University library 
- per diem allowances 
- textbook allowances and book shipment 
- the cut-off of electricity 
- the quality of instruction 

From January to mid-April, the FSRP TA team, local bank management, and USAID attempted 
to address and resolve these problem by fax and telephone communications with the joint venture head 
office, the Citicorp Institute, and Fisk University. Most of the complaints were resolved favorably. 
However, a few important allegations remained outstanding as the Fisk portion of the program was 
nearing completion. As a result, USAID and the joint venture agreed to send the International Training 
Advisor to the United States and resolve the persistent issues first-hand, mainly per diem allowances and 
the quality of instruction. At this point, the remedial investigation trip has been completed, and the 
International Training Advisor is in the process of preparing a draft report. 



'Tho VSHP Itcvicw Committca (including the Project Director, tho PSIPI' 'rci~m I,cadcr, and tho 
USAlD Projcct Officor) have officially agrccd to conduct u full-sculc, formul cvnluutlot~ of' tho 
FisWCiticorp program aftar tha rcturti of tho 20 participants In curly Junc, 'I'ho cvaluation i~ cxpcctcd 
to lead to recommendutions und decisions regarding phase II of this program, This formul cvaiuatioa i~ 
expected to dcal with decisions ut two distinct levels: 

Level I: Options for shaping Phase I1 

Cancel Phusc 11 in total, and redirect resources to other training opportunitics; 

* Replace Pisk University and/or tho Citicorp Institute with one or mdre alternative 
institutions; and 

Modify the level of instruction or course content to be delivered. 

Level 11: Methods of Execution 

e Strengthen provisions for testing, screening, and prequalifying candidates for selection; 

Provide supplemental training and preparation of participants prior to their departure; and 

Improve instruction to participants prior to departure on the disbursement of funds, the 
opportunities of the program, and the limitations of the program using experience from the 
evaluation mentioned above. 



PSRIB TA RESOURCE UTILIZATION TO DA'P'E 
AND REMAINING RESOURCE AVAlLABILITY 

The PSRP TA projcct contract bctween USAID and the Booz, Allcri, llumilton/Nutl~u~i Aa~ociatca 
Joirit venturc calls for tlia provision of 845 person-rnotithrr of intcrnutionul und national technicnl 
~riistmce. 

From the inception of work under the contract, beginning June 20, 1991 tlitough April 30, 1993, 
the PSRP Team Leader h s  provided information concerning person-months actually cxpended by quarter, 
which shows: 

June 20 to October 31, 1991 3.25 person-months 
November 1, 1991 to January 3 1, 1992 12.50 I1 

February 1 to April 30, 1992 43.00 II 

May 1 to July 3 1, 1992 58.25 If 

August 1 to October 3 1, 1992 55.75 I1 

November 1, 1992 to January 3 1, 1993 62.25 I, 

February 1 to April 30, 1993 65,00 It 

Total expended through April 30, 1993 300.00 I, 

The 300 person-months expended represent 35.5 percent of the total of 845 person-months of the 
project, 

It is important to analyze the breakdown of the resources allocated to each of the major 
components of the technical assistance effort, along with the actual person-months expended to April 30, 
1993: 

PMs Pllamed PMs Used Percentage 
Used 

Project Management 112.0 40.75 36.4 
Macro Fin.1Supervision 104.0 41.75 40.1 
NCB Consultants 384.0 117.50 30.6 
Long-Term Specialists 144.0 65.25 45.3 
Short-Term Specialists 48.5 27.00 55.7 
Head Office Support 13.0 7.75 59.6 

Totds (average of percentages) 805.5 380.00 44.6 

The difference in the percentage calcula,tion of total person-months expendedltota! person-months 
contracted (845), 35.5 percent, and the aritlunctic mean of the person-months expended by major 
categorylperson-months planned, 37.3 percent, is an indication that certain categories of effort will be 
experrded before others. 

A review of the staffing chart provided by FSW reflects this in graphic fashion. The FSRP 
Team Leader is projected to remain until March 1996 and his colleague until year-end 1995. The Sonali 
Bank International Consultant is scheduled to leave in December 1995; his national counterpart, and the 
six other NCB advisors, are scheduled to remain through the end of 1995 and up to three months beyond. 



All have 48-tnstrth contracts, and thcir doprrrturc tichcdulcs ura u reflection of thcir vurying l ~ r r i v l ~ l  titncs 
in.country, 

On the other linnrl, tho long-term functional apeciuliflta were ~igrred to 12- or 24-month contracts, 
in uccardurwa wlth tho format rrct forth in tl~a project dosign, 'Thcsc ure dctailcd below, togcthcr wlth 
their time oxpcnded, total cuntruct pcriad, and tho parccntago of thuir totnl tlmc used thus fur: 

Contract PMs Percentage 
(Month) IJtUlzed Utllizcd 

Credit Specialist 
Loan Admin. Spec. 
Training Specialist 
Int. Computer Spec. 
Nat. Computer Spec, 
Nat. Computer Spec. 
Acctg./MIS Spec. 
Plaming/Budget Spec. 

*Note: Contract person-month allocations for the Credit Specialist and the Loan Administration Specialist 
have been combined. 

The short time remaining for several key functional specialists is a source of some concern to 
both the USAID Project Officer and his staff, and the FSRP Team Leader. Although the functional 
specialists are succeeding in their tasks of developing products required by the NCBs, the Bangladesh 
Bank, and BIBM in their areas of expertise, the introduction of those products to the various units and, 
more significantly, their roll-out and implementation within the daily operations of the units will be left 
emirely in the hands of the NCB advisors. The functional specialists will no longer be available to assist 
in this key phase, 

The 12-month contracts for credit and loan administration are particularly bothersome. At 
present, only six months remain for specialist assistance in the credit and portfolio management area, 
which is a large if not the largest of the serious problem areas in the NCBs. Also, the extension of MIS, 
and instruction in its use throughout just the core branches of each of the NCBs will require much more 
than the six months (plus) of specialist time remaining. Although the computer specialist is not scheduled 
to leave until March 1994, no counterparts have apparently been identified to train those who will take 
over in the NCBs and Bangladesh Bank after departure, nor does the expert have time to undertake such 
training at this time. Therefore, this is an area in which the project could benefit from an extension. 

The USAID Project Officer informed us that contract talks are planned for later in 1993 between 
the joint venture and USAID to renegotiate the terms of the contract. The conceptual framework for the 
negotiations will be centered upon the cut-off of NCB technical assistance on June 30, 1995. The Team 
Leader and his Administrative Officer would remain for an additional three months to close down the 
project. This would free up 26.5 months of International Consultant time, 32 months of National 
Consultant time, and 8.5 months between the Team Leader and Executive Administrator, for a total of 
67 person-months. These could be reallocated to the functional specialist category, thus extending their 
ability to assist in the implementation and use of the products they have developed. The TA Team Leader 
mentioned that added consultants could be contracted to assist the implementation process when needed. 
Additional help could be contracted to draft the four macroeconomic studies to be prepared during the 
latter part of 1993 and the early months of 1994. 



'Tlio PSKP 'rA, it1 all, hr-l cotnplcted 24 mot~tll~ of tho 36-month Ilf'o of projcct (frotn April 20, 
- 1991 through Decctnbcr 31, 1095), or 42,') pcrccnt, If the restructuring of the project following tlla 

cutlccptunl frumowsrk tncntloncd ubovo tlrkcst plncc, 48 parccnt of tho coro projcct will huvc bcctl 
completed, not including tho 'rcum Lcadcr's closc-down pcriod. 'rho renllocntion of the 67 'TA pcrson- 

f months will pcrmit n greutor conccntrntion of cf'fort withtn a yhorter eimo frnmo, wllich yhould et~l~ancc 
rather thnn dnmngc project cffcctivcncsta, 



- 
USAXX) MISSION SUI'lBOHT OI? IVSHP TA 

FSRP TA i~ under tllc jurisdiction of tho Mission'tr Oftlco of t?coriotnics and Bt~tcrpri~c. 'rl~e 
Director of CPEE and hi# Deputy, tlic I'rojcct Officer, ypend part-time on the contrnct, A IJ,S, Pcrsonrrl 

- Services Contractor who functions as tl~o Project Coordinator spcnds alrnoet full-tinlo on thu project, 
- 

- Wc are informed tli;lt the Project Officer spends rrbout 40 percent of his time on PSRP TA 
oversight and administrative support, the OEE Director spends about 25 percent of his time on the - 

project, and the Project Coordinator almost full-timc, In all, wc estimate that thc Missiorl has cxpcndcd 
about 1 1/2 to 2 person-years in project administration and oversiyht, 

Outside of Mission duties, USAID is represented at Project Kcvicw Committee meetings, which 
- are held every two to four months. Approximately oncc per year, a senior project officer will visit the 

Bangladesh Bank or one of the NCBs. In addition, the PSRP TA Team Leader meets at the Mission with 
OEE officers every two weeks, and is in telephone contact as often us required. 

- Project supervision is more than satisfactory, The Tern  Leader is becoming increasingly familiar 
with [JSAID administrative requirements, aad thc Mission has responded with ever more timely 
cooperation, 



DINDINCS, CONCLUSIONS AND RECOMMENDATIONS 

P3RP TA is procccdlng very well. The buaic dcliverrrblcs 10 fulfill output objcctivea have beer1 
I, 
- more than half completed by tho Bar~gludeah Bank and NCB advisory tcarnq sncl tl~eir counterparts, us 

well as by the functional specialists, Completion of the rertlainder arid the lmplernentation of those 
already cornplctcd -- rr process that hus alraudy begun - is the next, rrlore dlfflcult and tlrnc~corr,surning 
stage, 'Fhc bunking aystcrn can only bcrreflt frorn tho efforts of the PSRP TA to tho axtent that the tools 
developed by the 'I'A teams are disfieminated am1 used intelligently. 

- USAID Missior~ supervitsion of the PSW TA project hue bean more tlirrn satisfactory, The 
- - administrative support that tile Mission huls eivcn to the project has been invaluable, The leurnlng curve 

of all parties concerned in dealing with the difficult rcquiremcnts inherent in a project such as this has 
- been surrnounted and decisions are now made with a mit~imutn of delay in most cases, 

The Managing Directors of the NCBs havc also expressed their appreciation for senior USAID 
Mission attention, and hope that this can be increased, if possible, in the future, The USAID evaluator 

- has pointed out that this situation lends itself to increased corltact and policy dialoguc between the Project 
Officer and the NCB managing directors. 

Our findings, conclusions, and recommendations follow in their order of priority and the level 
- of control or influence that FSRP TA can bring to bear on their eventual realization. 

1. Expedite Technical Assistance for Bangladesh Bank's IS& S~~pervision Activities 

The Bangladesh Bank portion of the FSRP TA is well under way with several of the studies 
required under the contract completed. The Technical Unit is functioning and now has more than 10 
qualified personnel. The shift from Bangladesh Bank loans to commercial banks to the rediscount of 
commercial bank paper is under way. The Bangladesh Bank now issues 91-day bills that are sold to the 
banks at auction - the initial steps toward the development of a money market. The TA team has been 
instmnlental in influencing five interest rate changes since 1992. Bangladesh Bank subsidies to the 
commerctal banks have been eliminated. The Credit Information Bureau has been established and is 
functioning ahead of schedule notwithstanding the fact that two computers are still to be delivered. The 
new 1992 database information will be in place next month. 

However, the Bangladesh Bank needs considerable strengthening before it will be ready to 
function as an independent central bank. The central bankers lack quality macroeconomic education and 
have no experience in managing the money supply and interest rates using indirect, open market operating 
tools. Because this area is outside the project's scope and resources, a recommendation is included under 
#6A below. 

The Bangladesh Bank must also improve its banking regulation and supervision capabilities. The 
dedicated assistance for which the FSRP TA is now responsible has not yet been provided, and should 
be offered at the earliest possible time. 

Recommendation: That FSRP TA do its utmost, with government cooperation, to put in place a 
dedicated bank supervision expert to work with the five relevant departments within the Bangladesh Bank. 



Bccuusa of tho protracted arrival of gorsontrol ut tho start-up of tile 'r,4 project, parsonul contruct 
ending dates are arncverr und ~tratchedaout, At tho same tirno, tho I'rojcct Paper undorestitrrrrtcd the r~ccd 
for dditional apeciallst aaalatancc in tho inlpletnentation process, atitl tho timo required to conrlplota the 
savaral studios in tho macroocononlic nrlaa, We conelutla that rr ronagotiatior~ of tho tcchtrlcal asslstarlcc 
contract between USAID ar~d tho joint ventura to redeploy technicel assistanca resources is desirable, 

Recommendation: mat  US'AID cmd tha Joint vmture renegotlute tlte project contract to permit the 
reprogruntming of tlte person-months contracted for, Reallocatio9r of the 67person-montlrs now extendlttg 
bayonti June 30, 1995 will permit tlie re(1eployntent of resources suggested by lht? Team Lcdder in his 
dryft coctcept paper, "NCB Resoltrc*all;Srrure Directions, " I f  agreeable with USAID, 

3. Increase the Frequency of Lorn Clessitlcatlon 

The lending area is a paramount problem due to both poor credit analysis because of a lack of 
accounting skills and to directed lending policies. Loan portfolio management is virtut~lly nonexistent, 

. because there has been little incentive to coliect loans, The sheer volume of loans that must be examined 
and classified according to Circular 34 is immense, and banh have made little progress in this area to 
date. TFle accepted practices of (1) not conoidcring a loan past due if unpaid until one year beyond its 
maturity date, and (2) only undertaking thc loan classification process annually is utterly inadequate for 
proper loan portfolio management A loan can remain unpaid almost two years before being identified 
and classified. 

An awaited Bangladesh Bank regulation to review loans for classification every six months will 
be an improvement. However, quarterly or even monthly classification of loans that go 90 days past due 
will give management the tools to exercise the kind of portfolio administration that is sorely needed. 

Recommendation: The TA team must spur the bank into quick passage of the semiannual classification 
requirement, and obtain the bank's commitment to require quarterly classifications, based upon 
nonpayment 90 days afer the maturity date of the loan, within two years, or sooner if possible. 
Quarterly reporting of loan c1assijTcation will approach international standards, which are monthly in 
most countries. 

4. Branches Should Report to Head Offices and the Head Offices to the Bangladesh Bank 

NCB and Bangladesh Bank management, and other users of NCB financial and nonfinancial 
information, are not receiving adequate, reliable, or timely information from their branches. The main 
causes are the lack of standardized accounting systems for input to MIS anc! a lack of trained accounting 
personnel. The system is complicated by too many unnecessary reports (see Appendices 5 to 8). 
Branches report independently to the Bangladesh Bank as well as to their Head Offices. 

The FSRP TA automation plan for the NCBs is fairly well advanced. Cumbersome procedures 
have delayed tile acquisition of planned procurement of computers and accessories. This has delayed the 
implementation of MIS somewhat, but all NCBs have at least a basic system in place, and senior 
managers are gaining experience in its use as a management tool. However, branch financial information 
reported to the Bangladesh Bank and to the Head Offices is highly suspect. 

The project is giving some basic accounting training to those with whom it comes into contact 
in implementing credit programs, MIS, profit planning, and development, "uut the technical assistance is 
not funded to reach deeply into the banking system in this respect (see #6F beiow). 



Recommendrrtiun: As soon (1,r systettr c(y>~Bilitias yrrrtnit rtts titnely rq)ortitrg of Irrcrtrdta ttrlrrough tlrsir 
IXea(1 Qflcas to th8 flungladcrh h n k ,  cllrect bruttclr-romcetitrul battk reportitig sIru~I(1 I)E ~1i~~untItzue(i, 
Ttrls will elinrindre scora yf',ruperJtuou.r atrd ltraccumta montt~iy rq)ort,r prepared by cuclt uj' ttrarc tlruti 
3,500 branctres. nre TA tc(im tnrtuss urge the Butlglatlesh Uotrk and the (lovcrnttretrt to u#ree tlrat tliis iv 
the citrectlon to prncstd us sootr as pructlcttble, 

5, Improvetnent of the TA 'I'm Quarterly Report Fonnnt 

FSW TA's preparation of baseline data, bat11 quantitative und qualitative, hus bean completed 
and is in s form that can bc measured in subsequent evaluutlons. Tracking systems of the qualitative data 
arc in place, However, theae are primarily through the means of the montllly reports prepured by the 
NCB TA teamg, the quarterly rcport prepared by the PSRP TA Teatn Lender, and the Quarterly Progress 
Status Reports, which are prcpured by tile Mission based upon information supplied by the PSRP 'I'A - 
team, In addition, the annual reports prepared by the TA tern members will provide a 111ost useful 
measure of progress in the future (the first year's reports covered the start-up operations and early tasks, - primarily, and are a lielpful supplement to the baseline diagnostic reviews). 

 he' format of the quarterly reports can bc improved to provide the Mission with a clearer picture 
of progress made to date toward accomplishing project outputs and purpose-level indicators. 
Alternatively, we bclieve that the Mission would be equally satisfied if the TA teani were to report 
progress toward meeting output and EOPS objectives quarterly in a separate report. 

- Recommendation: The TA team should amplij) the FSRP Quarterly Report to show progress toward 
meeting output and EOPS objectives progressively, or report such progrcss separately. The Mission 
should receive an overview of progress without the need for the reader to return to previous reports to 
pick up a fine of continuity. Product development can be shwn as a bar chart showing percentage of 
completion. In the implementation phase, progress in each bank toward its own targets can also be 
shown as percentages. In the implementation phase, it would also be appropriate for the project to 
establish and track quarterly quantitative goals for product implementation. 

6. Actions the TA team Should Promote Directly with the Government or Indirectly through 
.m USAID, the World Bank, or Other Donon 

The situation within the Bangladesh Bank and the NCBs at the inception of the project was much 
worse than imagined at the time the Project Paper was written. The Project Paper team did not have 
access to the actual financial conditions of the project target institutions, Financial reports published by 
these institutions showed profitable operations and positive capital positions. The reality that TA team 
members found, once they were made privy to the actual human and financial situation, was far more 
serious than imagined. 

Massive financial assistance from government will be required to permit the NCBs to write off 
uncollectible loans, and to make provision for substandard and doubtful loans in accordance with Circular 
34, and to end up with sufficient capital and resenes to meet capital adequacy requirements. This 
massive government program will also be required to preserve the improvements in internal operations 

- and policies that FSRP TA has assisted in developing under the project. 

FSRP TA members have brought to light many problem areas and specific items that the 
government, or the bank and other donors together with the government, must address if the Bangladesh 
financial system reform is to succeed on a sustainable basis. These problems are beyond the scope and 
resources of the TA project. However, we know that work on the solution of one problem often raises 



othartt, Wo ~tronljly bollevo tlmt tho 13 firan@, wlllcll both tlro 'TA tcum und tlla [3vrllu:ltlon 'I'crrttl 
rccotnlncnd recolvo irtrmcclluta nttantlon, arc crltlcnl to tl10 hcalthy avolutlon of tho finuncirrl syatcnn, 

Hecorn~nendatiun A: Y7re llit teurtr ddvi,ve,v tltat traitring rice& witltirr botlr thc Durtglude,slr Dank (itrtl the 
NCUs, bused upon I5 motiths r l f  observatiort~, ure tt~otr~~rrrerrtul, Irnpr~ve(i training jbr NCD oflcials is 
planned w l t l i i ~  the corrtkxt qftlreprq/sct, which includes the upgrading of hotlr NC'D Irrstitutes and IllDM, 
Xhe 11A Training Specialist h a  drqfted a ccmprelrensive plun to accotnpllsh tht?ce improvrlments. 
flowever, t l ~e  TA team believes that tlrc spcciuli~ed academic andprttctical traitiing needed to erruble bunk 
ojJcials to better manage ntacrosconomic and opetr market opsratioru indirectly urrd to regulate ~ n d  
supervise the bankirrg system curt mo.vt efecti vely be obtained abroad. 

rite TA contruct he,v not provide syfSicictrt resources to permit such trainirrg at the presetit time, 
Tire rrainittg S'pecialist is in the process of preparing a five-year trairrlng strategy that will irrclude the 
need for oversem academic and art-thedub training for central bankers, The Evaluation Teattr concurs 
with these flndings and conclusions. 

USAID, the World Bank, or other dorrors, with tile Bartgladesh government, should consider 
basing a compreherrsive overseas training program for Bangladesh Bank oflcials upon the 
recornmendations of the TA team's study. The program should include (1) an academic component in 
monetary economics; (2) practical experience in the management of the money supply and interest rates 
through the use of open market techniques; and (3) banking system regulation, and the examination and 
supervision of banks, within a largely private system. 

Recornendation B: The TA team believes that the Banking Companies Act is antiquated and does riot 
lend itself to the modern central bank/indepe;ldent commercial bank system that is being structured in the 
country. This view is shared by the World Bank, USAID, and other bilateral dortors, according to the 
TA team. The Evaluation Team concurs. 

Government should revise The Banking Companies Act, with technical and legul assistance from 
the World Bank, USAID, or other donors, to permit banks to operate in a modern, autonomous manner 
consistent with the eventual goal to privatize some or ail of the NCBs. 

Recommendation C: The present legal code makes it virtually impossible for a bank to foreclose upon 
real or other property pledged to secure a loan that goes into default. The defaulter's remedies under 
the present system can keep the judgement process in the air for more than a decade. Recognizing this, 
the government lurs instituted a plan to open 54 Bankruptcy Courts to speed up due process, and passing 
a Bankruptcy Law that will level the playing field between debtor and creditor. l l te Ministry of Finance 
is presently working to finalize draping the new law and to establish the Bankruptcy Courts, 30 of which 
have been opened. 

Government should complete the drafi law and expedite its passage. It should also expedite the 
formation and staflng of the 34 Bankruptcy Courts needed to reach the planned level of 64. 

Recommendation D: A substantial percentage of the loan port$lio problems of the NCBs can be 
attributed to years of making loans to companies and economic sectors at the direction of the government. 
The NCBs have been used by the government as instruments of government policy. The Evaluation Team 
concludes that the government should provide the fiscal resources to fund key sectors, and that if such 
funds are transferred by the government directly, or through the NCBs in a fiduciary capacity only, future 
impairment of the NCBs ' balance sheets from this source will be eliminated. 



Directetl 1endi~1~ by tIre NC11,r to ecorromic sc?cltors (it the wi,r/rm of ~(ovc!rrrmcrrf slrorrll Oe 
rli,rcontirrue(l (AS soorr cis po,rsible, and repIrct(1 I)y ttrc cllrect trrtrt,yfcr of Jls(x~1 resorrrce,s or r/rrorig/r 
goverrrtnerrt use of the NClIs irr a ,ficlrrciury cu~)ucity, 

Recomrnendution E: Accordirig to tha llil teurn, there is u ~cnrrirre desire clt the MOP to gr(1rrt tlre 
Dan~lndeCr/r Jutrk increased autonomy and enable the hunk to operclte us centrul bunks o1)amtc in 
Errglurrd, Frurrce, und Amtrulia, flowever, in tlre opinion of the ~overnment, the Uurrgrlades/i burtk is rtot 
cupuble of autonomour (or serniautonornous) operutions at this time, TYre ccrrtrul butrker truirrin~ 
program, rccommerrded in //6A ubovc, is vital to reaching this goal over the rnediurtt tcrrit, However, u 
specl'c statement of government intcrrtion urrd cllrection with regard m the stutus of the Burrgludesh Bunk, 
in termr of policy, woirld izelp to mobilize donor srrppart for the trairrirrg und for other assi,sturrce nee(Ic(I 
to cflect the evolution ofthe bank's uutonomy, 

Goverrzment should commit itself to the progrurtr of everrtually giving Bangludesh Dttrtk increased 
uutonon~y from the Ministry of Plnunce. 

Recomnendation F: The body of bunking regulation, especially rcgulatiorfi overseen by the Bangludeslr 
Bank's Banking Control Department and the Foreign Exchange Operations Examination Depcrrtrnent, are 
confusing and overlapping, Regulations, circulars, and amending letters have piled upon each other over 
the years and created a confusing and contr~dictory regulatory environment. Some are no longer 
applicable because some deregulation has occurrecl. According to the TA team, a banker is rarely certciin 
that an action outside of the most ordinary operution meets all of the regulatory requirements. Each 
regulation, and the permutations that apply to it since its origin, should be assernbled and clarijicd, 
followed by the redrafring and passage of a replacement incorporating the characteristics desired. This 
would increase eflciency and reduce transaction costs within the banking system. 

MOF and Bangladesh Bank should review, eliminate, or consolidate and clariB the body of bank 
regulations to increase Mciency and reduce transaction cost within the banking system. Modernization 
of the regulations would also facilitate improved bank control of the commercial banks. 

Recommendation G: MOF is aware that the personnel situation in the NCBs arid Bangladesh Bank 
requires an extensive review. The civil service status of clerks and bank oflcers is not conducive to 
attracting and retaining the best and brightest personnel: the present system does not offer incentive 
rewardr for exceptional pe formance or penalties for mediocrity. Competition wit/z the private sector will 
intensifL over time, and good bankers will be in increased demand. Change is essential to depoliticize 
the banking system and enable the building of a body of professional commercial bankers and central 
bankers. 

The government has, the TA team advises, placed this matter on the table and requested that the 
World Bank include human resources within its work plan. We recomniend that MOF pursue the matter 
vigorously, and request World Bank to commission a study of the entire personnel area of the public 
financial sector with a view to the removal of bank employees from the government civil service and an 
end to the apgoinmtent of senior management by MOF. 

Recommendation H: At thz time of this evaluation, interest rates on deposit instruments and loans in 
the system retained elements of control. The comparison between the rate earned on Postal Savings 
Certzpcates at 15 percent per annum, a real return of almost 10 percent, and a high risk NCB loan rate 
of 15 percent is indicative that distortions in the Jnancial system still exist. We concur that deposit rates 
should be positive versus the inflation rate, but a major variance between bank and other institutional 
rates offered to the public will be counterproductive in the long run. 



As tirc flcirrglrticsir Ilarrk irrtl)roves its ability to ~narripulute t l ~  rate structure tirro~~git tire issuarrcc 
uf#overnme/U pupcr and tirc buying and sclllrrg of its pupcr itr open nrurket operutiorrs, thc bunk Intry be 
lrt u po,vltiorr to elimirruto all ccilin~s or1 loan und deposit i~terest rates (except,fur u u,vury rate orr ln(rtrs), 
undpossiblyJloors. l'ricing r,$govcrnment bills through uuctforr will estcrblish one ($'two rc!fcrcnce ruta, 
The otir,.cr rdcretrce rate would be the bunk's redlscoutrt rate, Tile bunk should huvej~rrisdiction over ull 
rlepwit-tuking instltutlofiv if they do not huve this juristllctlon now, 

Rccommendatlon I: A corollary to II above, the cvolutlon of the Datrgludesh money rtrarket should 
include tire issuunce and sale of a range of muturities of government paper, Tire TA team h m  itrftlrmed 
us tltat the Bangladesir Bank is in agreement with tlris concept. 

MOF und Rangludesh Bunk should pursue the expansion of the bunk bill market into a brouder - 

money tnurk~jt to give banks and individuals sound, readily sulible instruments in which to invest excess 
liquidity. 

Recommendation J: Discussions are under way between the TA team and the government for increasing 
Bangladesh Bank's authority to issue new banking licenses and to give NCB management the authority - 

to close redundant branches. - 
- 

- Government should permit the Bangladesh Bank to establish norms and control the issuance of 
new banking licenses. The NCB1s management should have authority to close redundant or unprojltable - 

branches without the need for outside approval. Authority to open new branches would still require the 
- 

Bangladesh Bank's approval. 

Recommendation K: Ihe Bangladesh Bank and NCB training needs assessment that the TA team is - 
- 

presently completing will provide a blueprint for the sector's training requirements extending far beyond 
the life of the TA contract. Government should give a high priority to enlisting donorjinancial support 
for the continuing training requirements of BZBM and the Bangladesh Bank and NCB training institutes. 

Recommendation L: Bangladesh does not have a Truth in Lending Act similar to that in the United 
States or other Western countries for the protection of the consumer. MOF agrees that legal protection 
for the banking customer, both depositor and borrower, would be desirable. 

Government should develop and pass a Banking Consumer Protection Act law containing the 
provisions that it feels the country nee& to protect its consumers. 

Recommendation M: The TA team has found that the level of accounting skills within the financial 
sector and among the borrowing clients of the sector are weak, and the use of chartered accountants to 
audit annualjlgures spotty at best. Little emphasis has been placed on the requirement, common in most 
countries, that banks receive complete and accurate Pnancial accounts from prospective borrowers. 

The government, through the Bangladesh Bank, should require improvement in the standards of 
the financial information presented by borrowers soliciting a bank loan. Because this recommendation 
is directed to the commercial or industrial user of bank credit rather than to the bankers themselves (who 
would receive accounting and analytical training under the FSRP training segment), the government 
should consider seeking donor assistance for general accounting training outside of the context of the 
FSRP. 

Recommendation N: Tile Negotiable Instruments Law, which governs the use of chech, drujts, and 
other negotiable instruments, originated in 1909 with revisions in 1913 and 1920. The law was drawn 
during a different age to satisfi different people and different conditions. For example, there is no 



crimlrrall)nrtrltyj)r writing (I ctleck witlrc~rrtjlnrtls or for "ctrc!ck k l t i t r~"  ~),yr(inri(litrg utrcollcctcd bulr~trcc!,v 
or "jlout" her wecn hanks (md custri~g out t~if i)rc ~ I IC cfir,~t check dcpu~itcd I~ouNc~ ,~ ) ,  

Uie #ovcrnttrctrt should rcvicw crttd modernize ;lie Ne~otluble lnstrutrrct~t~r l i ~ w  to itrcreuse tlrc 
l)rutt!ctior~ uflorticd tofltra~cial itrstltutions atrii "introccttt holders jbr vtilue " wlro, at tlris time, itclve littic! 
or no protection, 



AIDInJI2NI)IX ONE 

RECENT DEVELOPMENTS IN BANGLADESIX BANK'S OIBERA'I'IONS 

As stutcd in tho Scope of Work on tho Financial Sector Hopork Project, thoro nrs thrco broad 
project purposes in tho five-year program. Thae aro: 

( I )  to implomont moro floxible centrtil bank monetary policlss and to improve cerltral bunk 
supervision of the commorciul brrnks; 

(2) to develop financially sound NCBs that are suitabio for privatization; and, 

(3) to expand the share of tho banking sector controlled by private banks and to continue the 
movement toward divestiture of the NCBs. 

The following provides an initial assossment as of May 1993 of tho extent to which these project 
purposes have been, or are being, achieved in certain areas. 

IMPROVING MONETARY POLICY OPERATIONS 

Prior to January 1990, the Bangladesh Bank relied on certain direct controls to execute monetary 
policy such as credit quotas and ceilings, import margin requirements and administered interest rates for 
the commercial banks. As a result of government policy, the central bank provided subsecto~~~!~pecific 
subsidized refinancing credits to the commercial banks and administered the system of cash and liquid 
asset requirements which were seldom varied. 

Since January 1990, however, significant progress has been made with regard to the central 
bank's refinancing operation. The introduction of a short-term central bank obligation that could 
eventually be used actively in conducting open market operations, and the elimination of much of the 
administered system of commercial bank loan and deposit rates. Despite this progress, the process of 
moving toward an adequate system of flexible indirect monetary controls is not yet complete. In addition, 
one Deputy Governor at the Bangladesh Bank has indicated that the Bank needs to develop a native team 

, fully competent to carry out monetary policy. 

CENTRAL BANK REFINANCING 

The movement toward more flexible instruments of monetary control began in January 1990 when 
the central bank replaced its subsidized rsftnancing facility for priority sector loans with a more general 
rediscount facility at the Bangladesh Bank's uniform bank rate. Over time the number of sectors 
receiving subsidized loan rates was reduced and currently all central bank loans are made at the uniform 
bank rate of 6.5 percent except for a group of small donor programs such as the one with Norway. 

At present, much of the decision-making power with regard to central bank loans to the 
commercial banks rests with the Banking Cottrol Department. That Department must see that a bank 

' does not borrow an amount from the central banlc that is in excess of 30 percent of its deposit liabilities. 



).Iowevor, this cannot in any wriy bo confitrued to indicnto thnt DM ~irll~lyzos tho finuncial contlition of e 
bank before making tho rcdiscoilnt window uvnilablo, 

Bowirles this "balunco sheet" control of contra1 bank londing, tl~o Depurtmont also cansidorv how 
its landing wlll affect its targot ruto of growth for high-powsred money. In this ragurd, tho contral brink 
hrur dovolopal an increased awareness of how its actions impact directly on tho monotary systam--an 
awaronoss that was certainly less ovidont in tho 1980s. 

A continuing problem with tho central bank refinancing fadlity ie that the two specialized 
agricultural banks (Bangladesh Krishi Bank and Rqjshahi Krishi Unnayan Bank) havo become heavily 
dopendont on the facility and currently account for about half of bank borrowing from the central bank, 
Attempts by t h ~  central bank to restrain these credits have brought complaints from the two bunks that 
uny reduction irr central bank creclit would mean that they would be unable to pay their staff. Hcnca, this 
is a problem thnt merits attention. 

A furthar indication of greater flexibility in the ccntral bank's monetary policy is the more 
frequent adjustments made by the bank in its bank rate. During much of the 19803, the central bank 
changed the banlr rate only slightly most of the time and not very often. But since the fourth quarter of 
199 1, bank rate has been changed more frequently. From a level of 9.75 percent in the third quarter of 
1991, it has been lowered in a series of steps to 6.5 percent in April 1993. 

THE 91-DAY BANGLADESH BANK BILLS 

In a move to expand the central bank's potential instruments of monetary control, Bangladesh 
Bank began to auction its own obligation--a 91day bill--in December 1990. This action was envisioned 
in the June 1990 Financial Sector Reform Program, largely because the national government's treasury 
bills have not been a suitable vehicle for the central bank to use in carrying out open market operations. 
The amount of treasury bills outstanding is relatively small, the bills are not offered on a regular basis, 
and the government specifies a fixed rate for the hills that generally does not reflect true market forces. 
On the other hand, the Bangladesh Bank 91day bills are auctioned monthly and the yield on the bills 
currently reflects demand and supply forces. As a result of establishing a market for these bills, the 
central bank is now able to influence slightly monetary conditions when it decides how large a supply of 
bills to offer each month. 

Although the central bank's system for supplying 91day bills is fully operational, the amount of 
bills outstanding is still relatively small. Approximately 200 to 400 million taka of 91-day bills are 
auctioned each month and roughly 900 million taka in 91day bills were outstanding in April 1993. Since 
the national government's budget is currently registering a surplus, government officials have reportedly 
been reluctant to expand significantly the monthly issue of 91day bills. The authorities are to be 
commended for having successfully launched this new central bank obligation, which has the potential 
to be used by the central bank in the future to carry out open market operations. 

FLEXIBLE LOAN AND DEPOSIT RATES 

Until 1990, commercial bank loan and deposit rates were fixed by the central bank, often below 
or above true market levels. In 1980 the authorities adjusted bank deposit rates to levels generally higher 
than the inflation rate, but no other significant changes were made in the 1980s. In the spring of 1990, 



howovor, inturu~t ratc brrnda woro astubliahd for 12 Icnding cutogorics or borrowing sectora, as brracd 
on the central bank's oatlmeto of n shutlow (truo market) rate for tho difforont catufiorias, ' r l~ia ovonturrlly 
i~llowcd rill br~nks to vary thoir londing rlrtoa within thuuo brrnds--thus providing moru floxibility in brink 
londlng mtos, Por thoao lending ratos bolow the shudow rnto, thu yovornmont pilid 11 aubsidy to tho bank, 
In 1992, at tho urging of tho PSRP tonm, ull ~f tho bands woro oliminatd uxccpt for three sectors 
(agricuituro, exports, rlnd small industry), and the banks since thon havo beorr frco to aot thoir Icnding 
rrrtos at whrrtovor lovol they believe appropriate. 

Aiso, in the, spring of 1990, commercial bank doposit rates woro f r d  except that floor and 
coiling rates for srrvings nnd fixed d e p o s i ~  were established, In 1992, again at tho urging of tho FSRP 
'FA team, the interest ratc coilings for deposits were removcd, but tho minimum ratcs for savings nnd 
fixed deposits wsro continued. Two rate changes wore made in 1992 and 3 in 1993, Currently the 
mi~~imum rates nre 5.0 porcont for savings md 6,0 percent for fixed deposits. 

As is evident from the above, significant progress l~us been mado in introducing greater flexibility 
in the interest rate system. There still remains the task of eliminating the loan rate bands for the three 
sectors--agriculture, exports and small industry--and removing the floor rates for savings and time 
deposits. When the government sets the floor rates for these deposits there is a nan-market impact on 
monetary and credit conditions, 

There also is currently a problem regarding the high level of lending rates in real terms. The 
annual inflation rate has declined from about 9 percent in Fiscal 1990 and Fiscal 1991, to about 4 percent 
this past January. The recent year-over-year inflation rate is about 2 percent. But most of the bank 
lending rates have remained at about 15 percent. It is clear from these figures that there has been a 
substantial rise in the real cost of funds for borrowers. However, banks need present high margins to 
provide earnings against which to provision for bad loans. The four NCBs play a predominant role in 
total bank lending and their lending rate policies tend to be influenced more by particular government 
policies than by market forces. The appropriate solution to this problem is not readily evident, but the 
problem is an important issue that should be addressed. 

IWE MOIWTARY MANAGEMENT AND TECHNICAL UNIT 

The Bangladesh Bank has had a technical unit to do monetary analysis since 1985, but it has taken 
some years for the unit to become more formally established and to play a more significant role in 
advising on monetary policy. It has played an important role in providing the analytical framework that 
facilitated the implementation of the interest rate policies discussed earlier and the tendering mechanism 
for the central bank's 91-day bills. In February 1988, the technical unit, aided by an IMF advisory 
mission, established its procedures and analytical framework for monetary programming. To date the 
technical unit has not been established as a regular department in the central bank, but it has been 
recognized as a formal part of the bank. Its status was upgraded after the new Governor of the central 
bank assumed office in December 1992. In the spring of this year he established a Monetary Policy 
Management Committee to assist him in formulating monetary policy. The Committee is very new and 
just had its first meeting on May 3, 1993. The Governor plans to convene midmonth meetings of the 
Committee in the future. The name of the Technical Unit has also been upgraded to the Monetary 
Management and Technical Unit. 

The new Monetary Policy Management Committee (MPMC) consists of the Governor, the bank's 
three Deputy Governors, the Executive Director with responsibility for the Banking Control Department, 
and the Executive Director with responsibility for the Exchange Control Department. It would appear 



to ho too orrrly to traaoua how imgortirr~t end offcctivo this now cornmfttco will bo In 1110 oxecutlorl of' 
rnonotary policy, 

'fie Monatnry Mrrnngoment rrnd Twhnicnl Unit (MMTU), as it currently oporatos, crrn proposo 
viirlous actions to the Oovornor firid .senior rnanugomont of tho contra1 brmk, It duo tlouls activoly with 
tho PSRP group. Sinco late 1992 it has had a total staff o f  about 26 to 30 persons, of which rrt lout flvu 
are offlcore, In addition, two offlcsrs aro rocoiving training in the Unltod States, and with tho addition 
of ono othor offlcor, tho MM'W will ovontually hava olght offlcars to oversee various projects, At 
prcsent, work is mainly being carried out in flvo meas: 

(1) monetary accounts; 
(2) bank credit and intorcat rates; 
(3) exchmge mtes; 
(4) government expenditures and rccoipts; and 
(5) tho balance of payments. 

Data on these topics are boing collected and the staff is in the process of understanding md 
analyzing tho data. It is only as recently as February of this year that MMTU began to expand the bank's 
existing monetary programming analysis. Gradual progress is being made in the development of the 
staff's capabilities. 



APYENIIIX TWO 

Ono of tho llrst tr~akv of the FSRIB'l'A following its atart in inte 199 I WM to porform it diugtios~ic 
raviow of tho four NCBs und a high lovol roviow of the privuto banks, 'I'ho findings of this diagnostic 
roviuw, which took place over tho flrst year of tho TA, were that the NCBs waro 111 poor finrmcid 
condition, notwith8tanding a number of positivo fiteps which tho Bnngladesh govornmont (BDQ) hud takon 
in 1987 nnd 1989, which included: 

The cstablishrnent of capital adequacy roquiroments ut 6% of dcposlts for domestic banks ant1 5% 
for foreign banks. 

Allowing Bangladesh Bank (BB) to sell securities to banks and opening a sir~gle rediscount 
window. 

The partial dcregulatibn of interest rates on loans and deposits to permit banks to oporate within 
fixed bands, and allowing banks to set their own fee for services. 

The publishing of BB Circular 34 which established norms for loan classification and provisioning 
requirements. 

Adjusted income tax regulations to permit deductions on additions to interest expense and loan 
provisions up to stipulated limits. 

The recapitalization of the NCBs. 

The Interim Evaluation Team has been given access to and reviewed the financial information for 
the individual banks comprising the quantitative baseline data for future evaluations. The FSRP TA team 
delivered this information, some last year and more this year, to the USAID Mission as a separate 
document whose details are proprietary and confidential. However, the net income figures and 18 
performance ratios which comprise the baseline data will permit midterm evaluators to compare 1993 data 
against 1991 data and provide a measure of the progress of the NCBs in comparison to the 1991 
baseline. 

In addition to the all-important loan portfolio issue, the FSRP found a number of serious problems 
affecting the NCBs and their operations which would need considerable rem'edial attention if the TA were 
to have any possibility of achieving its objectives and purposes. The more important of these are, inter 
alia: 

The deleterious impact of twenty yews of BDG directed lending which has destroyed lending 
accountability, eliminated credit analysis skills, and weakened loan collection and recovery 
activities. 

An antiquated legal system which favors the borrower and makes it almost impossible for a 
creditor to foreclose on collaieral or collect against a guarantor's assets. 

Burdensome and unnecessarily large branch networks which could not be trimmed due to political 
and employment considerations. 



A lnck of iritorrlel plnnning, boor in torms of organization, munu~omotlt, :~nd profltnbllity, duo 
to llre Imposition of centrally diractod butlgotu, 

A lack of b ~ i c  accounting skills and a lack of stundnrdizcd irifortn~tion roporting (mothotls of 
accrual and composition of the brirnch general leclgters) within lrrtlividuai banka, 

A groat disparity batwean tho NCBs in torms of computer data processing, and a lack of i ~ s u  of 
small cornputera wid spcciaiizcd programs for management information purposes, 

A lnck of manpowor p lan ing  and tho ncod to improve tho training capabilities within the NCBs 
and tho Bnngladosh lnstituto of Bank Munagoment, 

Each of tho four NCBs suffors ill-effccts yonctratcd in h c h  of the problem nreas listed above to 
ii greater or  lesser degrcu. The  loan portfolio problem i s  universal, 



-1 SONALI BANK 

So~ali Bank is the country's largest with 1,206 branches, deposits of abollt Tk 6,100 crore, lotrns - 
of Tk 5,125 crore, and n staff of over 25,000 as of your-end 109 I ,  Unlike tho other NCBa, Sonr~ii Bank 
has always beon n public sector institution, During tho Pnkistm periotl, it was the National Brmk, It was 

- crented with two primary objectives in mind, tho financing of tho jute tmdo, rind to uct as flscnl agent of 
tho govornmont and perform u numbsr of duties for the tronsury. It is still actlvo in fulfilling both of 
thaw responsibilities, In addition, Sonuli is by far tho Inrgagt financier of rural sector activltios among 
tho NCBs, 

Below a managing Director (MD) and his deputy there are seven C3enoral Mnnugers (GMs) wlio 
have functional responsibilities and operato in matrix fashion. A brunch manager will report to one CiM 

-. 
on a giver1 functional area and to another OM on something oise. In effect, a branch mmuger reports 
separately to seven GMs. 

The PSRP TA team in Sonali Bank is led by an International Consultant and u National - 
Consultant, 'lire effort is organir~d in six work groups as follows: 

Credit workgroup 2 part-time 
Computer workgroup 2 part-time 

- MIS workgroup 6 full-time 
Profit Planrling 2 part-time 
Training workgroup 2 part-time 
Development workgroup 2 part-time 

In addition, two full-time research officers have been added. The workgroups include the DGM head 
of Central Accounting and the DGM head of the Computer Department. 

7 

The FSRP team has been very active in Sonali Bank and, to date, has completed the following 
tasks: 

Training diagnostic report 
Completed diagnostic report on the bank's situation 
Review of the existing profit planninglbudgeting system 
Attitude survey of bank officials 
Drafted a three yyear automation plan 
Deposit and loan pricing strategy report and action plan 
Time deposit tracking report on a monthly basis 
Study and recommendation for fee increases on 10-year contract for servicing Treasury 
Revised schedule of fees and commissions on services 
Revised the income and expense format for branch reporting 
Instituted monitoring unclassified loans over Tkl crore 
Seminars on "managing change" to GMs, DGFls, and AGMs 
Diagnostic report on jute sector (US$300 million exposure) 
Programmed write-off of Tk 495 crore in agricultural loans 
Completed capital adequacy study showing 4.43 percent actual 
Completed branch profitability report of 1,28 1 branches 



I'ropating manual on branctt MIS for Inter implelnontation 
llovol?pmont of a simplified general ledger format in process 

Tho I:SRP team auggaqted the formation of a Management Crdit Committea ot~ly to find that 
such n comrnittw had oxl8ted at ono titno but hnd been discontinued, The progrntn of credit reviow by 
tho comrnittw w u  rwitalizcxl, and it now rnwts regulnrly. Nsw crrxlita ars reviewed prior to their 
recommendstion to the Sonall MD nnd Board. 

A Loan Itocovery Division headed by a OM has beerr e~tablishod to rnoriltor recovery targets on 
classifled and unclassified loans (141 cwes over 'rk 1 crore) throughout the bmk. Senior management, 
including tho Chairman and MD, welcome tho incrensed attention and cantrnlizsd coordination of the lour 
recovery process and aro closely tracking progress 'llero uro over 1 1,000 deftlulter CMOS pending in 
the court system, nntl another 19,000 ponding certificates beforo magistrates (both classes are mostly rural 
credits). These numbers are an indication of tlie extent of the credit recovery problem, 'fie division 
contains 60 people including 10 officers of IIQM level. A brmh  diagnostic report showed that 90 
percent of non-agrrcultural loans were concentrated in about 100 branches. Information of this nature 
facilitates more effective control and loan collection monitoring. 

The top priority for Sonali Bank is in the are# of bank accounting and MIS. A concerted effort 
to implement improvements in MIS aro in progress. There will be a consolidation of some 200 reports 
which branches sand monthly to the Head Office to about 130. In the Head Office, 120 monthly reports 
arc being reduced to 20 ;urd will reduce staff preparation requirements from 100 people to 15. A 
comnlon general ledger format is being introduced for the first time; in addition, all branch reporting will 
be standardized. The new loan ledger card is an important step in this direction. Accounting standards 
need to be installed throughout the branch system. Once the MIS system has been introduced, the FSRP 
team will work on the implementation of profitability planning. Management has accepted the concept, 
and work on this project is scheduled to begin in 1994. However, the International Consultant indicated 
that the introduction of a work standards and model branch program for Sonali would be premature at 
this time. 

Accounting for the many activities which Sondi Bank perfortris for the Bangladesh Treasury is 
in the process of being standardized and computerized. Central Accounting is in charge of this effort. 
The computerization of the reconciliation of 1,301 branches has just come on-line and will be 
accomplished monthly. 

The Computer Department now has automated the 2,500 Head Office officers payroll, a daily 
compilation of government transactions, the maintenance of 25,000 employee pension fund accounts, and 
the personnel files for 25,000 employees. FSRP has bwn involved in branch computerization with three 
branches targeted and one already accomplished. 

Training is another major priority of the bank. Given Sonali's size and the number of employees, 
the small Staff College is inadequate. The bank owns a property adjacent to BlBM and is planning to 
build a new training center. Approvals are presently being sought. The lack of effective training in 
certain areas has been identified, and improved courses are being written. For instance, the skills survey 
indicated that 84 percent of bank officers felt that they needed a comprehensive course in credit and loan 
portfolio management. The need for a good general banking course was second with 78 percent 
responding positively. 

According to the International Consultant, Sonali Bank management has recently been somewhat 
more receptive of FSRP initiatives. The bank has the most advanced computer equipment, but is using 



it mostly for parsont~ol rocords find riot for banking oporntiotis, 't'hoy aro well awnro of tlloir prohlorns. 
As the largest nnd most brirenucrntic NCII, progrow llns baen slowcjr thrm in tho othors in many arms. 

Mnnagoment has not ovidoncd much it~torost In long-rnngo strntoglc planning, While chariyos 
which genornto positive impacts it1 tho shorbrun can gain onthusinstlc mnnngsnlent aupport, longer torrn 
initiativaq nro not woll uecoived, I~lowover capeblo they rnny bo, tho BDU rotntion systom for Ml)s r r l ~ d  

OMs mitigated ageinst one taking a long-term view, particularly i f  rr docision requires tho sporidit~g of 
political capital or taking aubstmtinl risk, 'rho long-tortn outlook for the institution is outsiclo sot~ior 
mannyemcnt's aren of concorn, 

'rho present MD ut Sondl Bank is n banker who sorvd his allotted time to retirement and then 
wes asked to stny on for an additlonnl your, His oxtension runs for another six months, As good us ho 
is, he is not interwtcd in tnnking major, nnd controversial, long-term strutogic reforms such nu in the nrou 
of branch rationnlizotion und consolidation, While difficult from many points of viow, the bra ch iusuo 
will have to be confronted in Sondi Bank and the othor NCBs if thoir basic structure is to be plnced on 
a sustainable and profitable basis. 



JANATA UNVK 

Innutn Bank Is the socond largest NCH with 895 branchcs rind 18,(KK) stuff of whom 8,000 iirc 
officers, Dapoalta sro abotrt 'I'k 4,400 croro ancl loans 'I'k 2,800 crors, Tho total hulrrnco sheot excepting 
contra itemg is about Tk 5,000 croro, 

Jnnuts's first priority for VSRP foccrs Is increasing profitubillty, followed by computarizstir~t~ atrd, 
thirdly, credit. 

The FSRP TA tern consists of an international and a nationid consultant. A Doputy Cistrerul 
Manager sorves as the coordinator of tho PSRP offorb. Initially, each of tha six work groups wcro 
staffed with part-time people; more recently, a numbor of full-time staff wero assigned. -Tho present 
alignment is as follows: 

Development workgroup 3 part-time 
MIS wor~group 4 firll-time, 3 part-time 
Credit workgroup 2 full-tlme, 3 part-time 
Planning workgroup 1 full-time, 2 pnrt-time 
Training workgroup 1 112 part-time 
Computer workgroup 1 Full-time 

To datc, the FSRP TA team has been involved in a sizable number of projects within Janata. The 
results of the work group's efforts have positively impacted the bank's operations through increased 
revenues as well as creating a deeper understanding among bank management of the dynamics of banking 
on a commercial basis. Among the tasks accomplished have been: 

Presentation given to senior management explaining 1991 results 
Computer profitability model for deposit pricing 
Computer model for loan pricing 
Completed a diagnostic report on the bank's situation 
Conducted numerous training seminars on various subjects 
Developed 100 large defaulter recovery program 
Identified 25 good loadbad loan names for case studies 
Developed a computer spread sheet for credit analysis 
Completed raport on MIS rationalization; eliminated 32 
Developed a simplified MIS report for bank management 
Started a real-time deposit level monitoring system 
Developed a balance sheet/p&i forecast and capital shortfall model 
Preprued goals and action plans for the MD 
Report on the existing planning system 
Conpleted a staff attitude survey 
Completed data for utility billing service pricing 
Collected data for profitability analysis by product 
Completed training assessment repori 
Completed skill level report 
Completed training requirements report 
Identified software requirements for branch automation ' 



Initintcci nnd completed u hardwr~ro procurottlotlt program 
Doveloped nn MIS dntabaa system 
1)ralterl r l  throo ysnr plan for additional comyrrtorizntion 
Asslsted with tranalatlon of Plnnning Miinual into Bengali 

According to tho It~ternational Consultant, Junfita is behind the othor NCBR in complotiny coiltract 
rlollvornblos portairling to crdit and loan portfolio mattors, 'I'ho rolntivoly low priority assigned those 
act's~!fios is reaponsiblo in part, Much greater attention to asaot quality is required, There is no formal 
h :~ri lei ,  lonn rocovnry program in place nor uccountubility nsslgnd. A Hoad qffice group hna Just hcon 
fotrncd to handle the 200 largest defaulters, 

The consultant also indicates slow progress in obtaining cooporation from bank rnanugement lo 
perform studies in the credit men, notwithstanding the fact that tho cornputorizad credit analysis .crprund 
sheat was devolopd and its manual prepared in Janata Dank. Courses in its use are being taught, and 
tho spread sheet is in use in several Head Office departments which havo computers. As part of this 
process, the teachers found that basic accounting skills aro lucking among most officers, The only 
individuals who had sufficient accounting knowledge to understand tho full implication of the accounts 
in the spread sheet and thoir inter-relationship are those with MBA degrees. That muy be a testimony 
to the superior skills of MBAs but it is also a reflection on the poor accounting preparation of tho vast 
majority of the bank's officers. 

Janata handles and finances about one third of the country's foreign trade. For this reason, fee 
income is a very important component of the bank's revenue stream. The repricing of several services 
resulted in a Tk 15 crore increase between 1992 and 1991, notwithstanding a drop in the volume of 
transactions handled. The recently completed study comparing Janata's fees for services compared with 
the cost of those services reflects a reasonable relationship across the board. 

Janata Bank is heavily involved in tht: juto sector with over 20 percent of loans in this area. In 
addition to jute, Janata is heavily involved in financing textile export industries, general working capital, 
and "special industries." 

The International Consultant was insistent that, while the MD and the DMD were in place 
throughout 1992, a great benefit to FSRP, half of the GMs were rotated during the year under BDG 
policy. The new GM must be brought up to date on the projects which FSRP has completed, are 
underway, or planned. FSKP progress risks being upset with each transfer, and even when an 
enthusiastic supporter appears, time and energy must be expended in the education process. 

Janata's presentation concluded with a detailed look at the new performance planning system with 
particular emphasis on the capital adequacy calculations programmed into the model. The capital model, 
which was delivered within the scheduled work plan, Erst tracked the impact of several of the interest 
rate changes which were made during the year. It showed the effect of increased deposits on the balance 
sheet and the resultant capital shortfall; it also showed the impact of increased deposits on the profit or 
loss statement. Lastly, the model was manipulated to show the two sets of BDG bonds which the bank 
expects to receive this yew, the last tranche of FSRP loan and the Jute loan being negotiated by the BDG 
and the World Bank, and the impact of Janata's share of the bonds on capital, earnings, write-offs and 
provisions under various assumptions. It was an imprecisive display of a sophisticated management tool 
properly used. 

The bank must initiate an overhaul of its accounting system during 1993. This is expected to be 
a five year effort. Special attention will be paid to standardizing the methodology for calculating accrued 
interest on deposits and loans, which, at the present time, are calculated in a variety of manners making 



orlrtliaga figurofi suspect, With n fitnntlartllzed rrccrurrl irceoirntlrig mothod, tho ir~trorluetion of' lhn r~aw 
loan ledyor curd Into use in tho major branchas will usslst the btllltling of' n roli:~blo MIS syslcm. 
tlowavar, tho provision of roll~rble nccouti~itry tlatrr bankwitlo is still a yaw or moru in t l ~ u  firturu. 

Anothor aron on which Janatn Bank will concolrtruto in  1993 is tho praprlrr~tiot~ of 11 con~prohcrrsivo 
trnining plrrn, drawing on tho tlnta in tho skilla rlssusstnont u~id tho trr~ining nssossrnunt reports which have 
ulroady haen cornplotcd, Othor plans includo tho prepurr~tion of coursos in loun recovery, lontr 
i~(lrr~inistration, the use of tho nutornatal spreadsheet, and training in tho uso of tlio now lor~n ledgers. 

Continuing nnd incrorucd omphnsis must bo plncd on irnprovitly loan portfolio qut~lity untl on 
collecting clnssificd louna, Human resources mr~st bu bottar trnlnd and motivrrtcd to nccomplish theso 
tusks, 



ACiHANI RANK 

Agrrrni Umik i~ ti10 third largest NCB with 890 branches und about 14,290 employees, Aa of 
12/31/02 it hnd dapoaits of 'l'k 4,176 croro, loans of 'rk 2,533 croro, invaqtmonts of 'rk 1,064 crortl, rind 

(I cnpitnl of 'rk 105 croro, 

PSRP TA offort is staffed by nn intornationul consultant and a national nflsociate who wo assisted 
by 19 full-time ddicntod courrtorparts. These have bwn joined recently by 12 ndditiotlrll full-timo 
counterparts for tho roll-out of the planning and purformanco budgeting component. PSRP within Agrani 
is orgrinizcd into six work groups a~ follows: Credit group, MIS group, Planning group, Cotnputer 
group, Dovolopment group, and tho Training group (with six part-time employees nssigtied). 

Burly PSRP team experience indicated that change would be difficult to implement, so the FSRP 
Task Force prepared a study on the Agrani Bank culture, and then prepwed a manual on the subject of 
institutional change and a seminar on tho subject. A series of "change" seminars were given to about 800 
officers at branch manager, Assistant General Manager (AGM), and Deputy Qeneral Manager (DGM) 
levels. A major thrust of the training was to imbue participants with the idea that Agrani was their bank 
and that they had a stake in, and responsibility for, its improvement. The program also attempted to 
increase the level of risk tolerance among the attenders, The FSRP TA staff also: 

developed a straight-line capital shortfall model 
prepared a 15 year capital shortfall forecast 
drafted an action plan to meet minimum capital requirements 
developed a computer model for deposit and loan pricing 
created a seminar for understanding income and expense 
developed a presentation skills seminar for all FSRP members 

Individual FSRP 'I'A workgroups have also completed a comprehensive series of tasks which include, 
inter alia: 

development of a credit management program 
development of a spread sheet for credit analysis purposes 
development of a simplified MIS report for management 
design of a comprehensive loan ledger card 
development of a real-time deposit monitoring system 
development of goals and action plans for the MD and GMs 
a Planning Manual translated into Bengali 
development of and EMIS data base system 
completion of a diagnostic report on the bank's situation 
a three-year plan for the computerization of the bank 
preparation of bank profitability report by product 
creation of a manual for computerizing loan classification 
completion of a diagnostic report on bank training 
preparation of a report on future training needs 



Accortllng to tho M~rrlr~ging Dircctor (MD), Agrani 1Jank has takon tho iorrtl in tho f:SItP' 'I'A 
effort einca it haa no problotns with union8 (four of wlllcll oxist wltllln the bunk) who l~rrvo bc:ct~ 
pro11 i bitcd froin demonstrating or promoting thoir activltios on tho premises. fjollow ing consitlorrrble 
nogotlution, tho MD uyreccl to second highly cnpr~hl~ staff to tho FSRP tonm, Wo hus ugrecd to the 
ostabliahrnont of modol brunchos by FISHP iuid t~ rr comprohonsivo internal study to dovclop work 
standards for the productivity msasuromont of tho branch&,. 'I'his wt~a high on his list of  priorities, In 
Jirnuury 1993, tho MD wus tho firat to plan and adopt rr aorios of gods for his activltioa in I993 us purt 
of tho program to institute "manngomont by objectives" and has implomontcd tho MB0 systorn to rrll  
branch man yors, 

Agrani wua tho first bunk to broak tho "cnrtol" in March 1992 and lower tho Interest rates which 
it was paying on deposits. Latcr, Agrani raiscd loan rates to improvo its opsrating spreads. It has led 
chungcv in interest rates 'mnde by tho banks in all except ono or two occasions. 

A second high priority is loan collection. Managers have been givon ambitious goals for loan 
collection in 1993 (which includes the ra9cheduling of loans), and several branch managers wero removed 
for mediocre collection offorts during the past year. A reward system for lonn collection has beon 
installed which gives perquisites to managers who meet or exceed targets. 

The MD has instituted a program to recover loans to large borrowers. The total amount of past 
due loans, about Tk 800 crore, represents about 63,000 cases. Of these, 75 names account for 60 percent 
of the past due portfolio. During 1993, recovery from these lnrge defaulters has been targeted. Two 
crora has already been collected this year. 

The MD has established an Evaluation Committee to review senior officer's performance. While 
civil service procedures must be followed generally, above average performance can be rewarded by early 
promotion at the recommendation of the Committee. 

In addition to these efforts, a general review of the Agrani organization is under way. The MD 
is studying reducing Agrani's present regional "zones" from 52 to 20, and moving some general mangers 
out of Dhaka to head the enlarged zones which will have greater powers that at present. At the same 
time, overhead will be reduced. improved MIS will assist the decentralization effort. While branches 
cannot be closed due to political constraints, the reorganization should improve the efficiency and 
profitability of the bank. Two new loan programs were added, an overseas worker loan program and 
a Special Commercial loan schema, also to enhance bank profitability. 

Management is aware of the serious problems in the loan portfolio and the need to improve credit 
granting skills. Consequently, about 500 officers have attended a basic credit training course in 1993 thus 
far, and more courses will be given. New loan policies to be introduced during 1993 will further add to 
the credit training requirement. 

In launching the effort to prepare a reliable MIS system for management, the work group found 
that branches used a variety of methods for accruing interest on both sides of the balance sheet. This 
discovery highlighted a need for standardized methodology and for basic accounting training so that 
employees understand the reasons behind performing their tasks in a uniform manner. Another problem 
encountered by the MIS group is the sheer number of monthly reports which each branch must prepare, 
both for the Head Office and for the Bangladesh Bank (BB). The work group is studying both the 
consolidation and elimination of reports, and 22 have been eliminated thus far. 

Agrani Bank is rnaking good progress in the early stages of the FSRP effort. The Managing 
Director presently involved has demonstrated interest in and cooperation with the program. The 



ltitornrrtlotial Corraultt~nt hus oxprosaod nppracirrtlori for this f'r~ct rrt~d atutd that hoth the MU and tho AUM 
UJB~~IIC(I 415 c~ord in l~tor  batween tho PSHP work groups utld tho brrr~k llrrvo bcsn koy olotnor~tv i t 1  tho 
succussas of  the PSHI' to:rm to tlrrto, 1.10 Is hopoful thet the MD's support of thu Projcct wil l  bo ttllrrorctl 
by tho Chnirnlan and porhaps by othar Board mornbors so that ovon yrarrtor project will bc forthcoming 
in 1003 arid boyond, 



HUPALI BANK 

Hupnli is tho smrdlost of tho four NCDs with 512 brnnchos nrld rtbortt 7,000 omployees of whom 
rrbout 3,000 arre officers. Doposits wora Tk 1,900 croro, loans 'rk 1,160 crora, ancl ir~vosttnonts 'Sk 400 
crore. 

Rupali Bank is not a true NCU todrry, rind in the words of the Managing Director, "tho situation 
givos Governmont a headache." The govurnmont attempted a partial divostittlro of tho bank in 1986 
rhrough t,hc srtla of shares to tho public, T h i v  oarly attempt at privatization was ill  concaived and poorly 
executed. Only ribout 10 percent of the sharos of tho bank wore sold compared with govcronment's targot 
of 49 porcent. Even though BDG still owns 90 percent of the bank, tho unhappy privi~tization oxpericlice 
and its present mixed ownership, with two directors on the Board representing the private owners, cauvcs 
HDG to view Rupali as being different from the other NCBs. We were told that Rupali would probably 
be the first bank to be privatized during the course of the FSRP, 

The international FSRP TA consultant and his national colleague have organized their efforts 
using only eight full-time task force members, but they have 69 part-time counterparts who spend a 
minimum 25 percent of their time on FSRP duties, with some rotation of personnel, as required. There 
are six office support staff. Rupali selected credit and the, loan portfolio as being the area of highest 
priority for FSRP team attention. As a consequence FSW's Credit Specialist has  a permanent office in 
the bank. Rupali inputs to the organization and staffing of the FSRP Task Force are: 

Coordination of FSRP efforts 2 part-time 
Development Workgroup 1 full-time, 4 part-time 
Credit Pol icy Workgroup 1 full-time, 7 part-time 
MISIAccounting Workgroup 2 full-time, 5 part-time 
Training Workgroup 1 full-time, 6 part-time 
Computerization Workgroup 1 full-time, 5 part-time 

The implementation of FSRP TA initiatives within the bank is directly through the pertinent Rupali Bank 
department responsible for the subject matter. 

Among the more important tasks accomplished by the FSRP TA team since May 1992 have been: 

Establishment of a deposit and loan rate review system 
Establishment of a deposit monitoring system 
Deqign of a bank reorganization plan 
Completed an analysis of industrial credit 
"Managing Change" seminars given 
Establishment of a deposit and loan pricing strategy 
Cost of Fundsly izld analysis conducted 
Rate change impact measurement system developed 
System for measuring sector profitability established 
Loan quality monitoring system developed 
Three PICs and printers installed 
Skills database for two thirds of officers completed 
Management by objectives introduced to top management 



Introduced concept of rccovorlng Irrrgo dofhultar lonns 
Complotd a dlnynostic roport on tlla brink's situation 
Complotcd ~ t r ~ f f  nttitt~de survoy 
Complotcd rr crctllt training survoy 

Klrpali does r~ot have a sectoral landing specialty trs (lo tlia othcr NCHs, Tho only aroa thrrt muy 
ba considcreci a specinlty Is the "othor Loan" ctltogory, a catch-dl IUU clnssification. Wowover, the bank 
is honvily extended In the jute sector find the ri~rai sector for its size. tlotll of tlloacl irra problom rrrorrs. 
C:rdlt rccovory is tho raponsibility of tho brnnch mmagors. In udtlition, thore nre regional crodit 
recovery groups, The recovery offort hm not bean working woll, 90 the PSRP team hus selectd tho 
Comills Zona whero 10 to 15 classified loans will bo selected and recovery, or loan work-out, pluns 
designed on n pilot busis. Motijheol Branch (the Head Office branch) has also begun a pilot program to 
collect IS lnrgo classifid loans, Tho Rupali Board has itl.utructed thnt thoso largo defaulters bc targcted 
Ibr collection or restructuring. 

FSRP has comylcted a skills survey of 2,000 officers. Another 1,000 officcn remuin to bo 
surveyed, Training in Management by Objectives and Profit Planning efforts continue. Strategic 
planning and profitability analysis were non-existent; PSRP has determined that it will taku about five 
years, continuing tho present pace of current business and loan provisioning, for tho bank to break even. 
The budget is prepared by Central Accounting. The Development Department is now preparing the 
performance budget, 

Rupali Bank is far behind the other NCBs in terms of computerization and MIS systems 
development. There were only one or two PCs in the bank. MIS is being developed manually. The 
MIS group is under the Development Department, and is in the process of preparing performance reports 
for management in a summary fashion. They are now in the process of setting up a full-fledged MIS 
Department headed by an AGM. In this process, FSRP has uncovered a serious need for training for 
both departmental people and senior officers (AGM and above) in the usage of MIS information. I'his 
is an important development since MIS and its proper use is fundamental to the furtherance of all of the 
FSRP objectives. 

The MD, who was involved extensively in the establishment of the Financial System Reform 
Program as a senior executive in Bangladesh Bank, has a paternalistic regard for the project. He is the 
10th MD in as many years. However, he has only been MD of Rupali Bank for about six months and 
does not have a commercial banking background. 

He is aware of many of the structural problems of the NCBs and environment like the need for 
a new bankruptcy law, changes in the banking law, and he was convinced that FSRP TA could help bring 
about positive changes in these areas. As far as Rupali is concerned, the MD was very concerned about 
ownership issues and didn't feel that major reforms could occur until this issue is resolved. The FSRP 
international consultant has been able recently to gain access to the MD on n .vwkly basis for about half 
an hour. 

Rupali Bank has only recruited 174 new officers in the last ten years, and in the last five years 
have not recruited any. However, they have recently appointed a reputable private accounting and 
consulting firm, Rahman, Rahman, and Huq, to initiate the process of recruiting some new officers. The 
first advertisements for candidates have been published. Women constitute about six percent of the total 
workforce. There are a number of women officers but none above the grade of Assistant General 
Manager. 



'Tho ba11k's traitling lt~stitrlto hns given courses to nt1 rrvcrago of 050 offlccrs per year. 'I'llcsa rlro 
fountlation coursers in brrnking operntions and credit, In addition, 104 Ktlpali ol'ficara lltrva ,ittc~~tletl !ho 
LIIIjM tlurit~g the lrlst Sour yaura, 

'Ilia PSRP 'rA tor~tn loadorship hus compiotexl an ovorr~ll strnteay for improving tho operation of 
tho batlk and n short-term action propram. 'flro stratogy involves ({I) rosolvlng tho owrlcrshlp I#suo ntvd 
restoring confldonco and direction, (b) consolidating oporntict~s, concontrnting on commercii~lly sound 
loans afld collecting or wxititlg.off bad loana, (c) improving tho quality of pcrsonnol by training untl 
rctrnining, tmd ((1) restructuring d.ru hnnk to imyrovo profitnbility and mmagomcnt's nbiliiy to moaauro 
purtortnanco. 

Ruprlli Bunk is far behind in sovornl koy nrcns, particularly computerizntion, MOS, iltld proflt 
planning and performi~nco budgeting. Tho FSRP TA team hus idontificd the problem urens and is in rho 
procuas of tlcsigning romedid programs which will be implsmentd in due courso. 'I'ho indirect approuch 
taken by the F'SHP 'rA in Rupali, that is, the involvemsnt of Rupali officers on a part-time bnsis who 
work in the various areas under study, has I& to s somowhat slower strrrt. However, these and other 
officers who are aware of FSRP'Y efforts are now coming forward with ideas of their' own, and the 
reform process is accelerating, 



APPENDIX SEVEN 

BAN6:LAI)ESII INS1'I'I'tJ'J.W OF BANK MANA GEW,NT (ItlRM) 

UlHM was ostnblished in August 1974 fix truinlng a li tmitad t~umber of rnidlevcl and senior-leval 
offlcors of commorciul btlaks. The Banglndesh Rank Truinirrg Academy (HH'I'A) for  traittitrg UU staff 
wus aqtablishd in 1979 which is now housed in tho BIEIM, '1710 irrstitute occ~tplen e cnmpus in tho 
worrtcrn part of tho city, including a dormitory and eating fucilitios. 

- BlBM has  u governing Board whose Chniemm is the Oovornor of tlnngladeah Ontlk. All NCtl 
- nnd lacal bunk MDs are Board momhors. Thrr Doputy Uovernor of Banking (Ufl) and tho former director 
- of the lnstittito o f  Uusinsss Adrninistrution (IHA), Dhakll University, uro also directors. 

- 

. The Institute has a permanent faculty of ten, and fivo on daputation frorrr varlous barrks, In 
addition, it draws from the university, ministrics, and other sGurces for guest lecturers from time to time. 

- 

In 1992, BJBM trained 2,077 officers in 20 trainirlg courses and nine workshops. All trainees 
must have a bachelor's degree to be eligible for participation. 

FSW 'I'A has placed a Training Expert and a national counterpart in the BIBM. They have 
completed the draft of a comprehensive training needs assessment study. They have also completed a 
Bank Training Strategy and Medium-Term Plan for the banking sector and BIBM. The goal for BIBM 
under the plan is to make BIBM a "center of excellence" for the banking system in Bangladesh. The 
elements of the medium-term plan, a number of which are underway, are: 

a program offering a Master of Bank Management degree 
midcareer banking course and computer training 
the development of BIBM faculty and infrastructure 
development of the BBTA 
development of the NCB's training institutes 
a program for overseas training of BB officers 
a banking supervisors overseas training course 
a program of training course upgrades 
the institution of prc-course, postcourse testing 
the preparation of case studies for course use 

The estimated cost of these programs is US$ 4.3 million. This includes extensive faculty 
development including advanced degree programs abroad, the importation of foreign faculty, and the 
developmeilt of new course material. 

The first of two overseas training courses for BB and NCB bankers is almost complete. Twenty 
carefully selected bank officers are participating. The course involves formal academic studies at Fisk 
University followed by training at the Citibank Global Training Center in New York. The second 
program will be given in the near future. 

The BBTA established in 1979 is to provide training to BB officers. The main program is a six 
month foundation course of which three months is theoretical and three months is practical training. The 
FSW Training Consultant proposes the extension of this course to one year. He also proposes the 
expansion of the student body to include officers promoted from clerical ranks in addition to the direct 



atltry c~fficots presently served. Htl'l'A nlso conducts ~pe~ia l izml  central banking courses to 1111 cafficars 
and occasionally tu othar bank officers, PSRP 'I'A advisors hnvo lectured in the BH'C'A freyrrently. 

The Trninlng Consultant nlso rwonimenda that tlre training iristitutes proserltly oyor:~tctl i l l  oach 
of tho four NCBs expand their SIX week foundntion courses to six tnonth~, and in 1995 to ot~c, year. 



' f i e  Credit Information Fhlronu (CIH) was astabliahed in August 1902 under PSRP ar~spicos to 
rwoivo information from banks regarding a borrowor's credit usage and standitig, ancf to transfer that 
information to othsk banks upon request, 

'rho Unr~ylntlcsh Bank database is baing used to s~rpply rtrdimcnt~y information, whethor or t~ot 
a borrower'rr loun 1s classitid or current, at this time, Hanks aro instructd to supply curretlt and moro 
comprehensive information to CIH at tho tinlo they rcccive a request from CIB. They are also required 
to request information from the CIB at tho time that a new application for credit is received, 'lie CIB 
is updating its data base which will, over time, become quite sophisticated, Prort~ 1/1/93 onward, banks 
are required to supply information on borrowers (CIB Form 01) at the time that a loan is approved or 
rescheduled. Rnnks boing a s k 4  to approve loans are requested to solicit borrower's information fronr 
the CIB on all loans 10 lakhs and above. CIB h a  in its database all the basic information from the BH 
database as of year onti 1991. New information received will serve to update the database so that, 
eventually, the datdbase will contain the comprchensivo information contained on CB Form 01. 

At the pressnt time, CIB is authorized a staff of 29 including a GM and a DGM. Staffing ia not 
yet complete. Four additional P/Cs have bren order4  through FSRP but have not yet arrived. As a 
re~ult, CIB ha9 0116, PIC and is borrowing the use of two more. The GM states that as soon as he has 
the equipment, (118 will complete its staffing and will be. able to reach its capacity of handling up to 
1,000 inquiries per day. The present workload is ahout 1,000 inquiries per month which CIB is 
answering within a 24 hour turnaround time. 

Use of CIB information should be inade a requirement at an appropriate time and FSRP should 
sell the usage of CIB as a matter of discipline in the credit approval process. The mandatory s ~ ~ p p l y  of 
information to CIB is already in place and the mandatory use of CIB should be codified in BB regulations 
as soon as practical. 



APPENDIX NINE 

RECENT ECONOMIC DEVELOPIMEN'II'S 

R,eal OD?] growth in Bangladesh has rrveraged slightly under four percent in recent years. 
Cfrowth rates have ranged between 2.5 porcent in PY 89 and 6.6 percent in PY 90, The currant ostimnte 
for FY 92 is 3,9 percsni, 'There has b a n  considerable variation in both the agricultural and industrial 
sectors. Agricultural c dtpart wns flat in the three years through FY 89, but increased 10 percent in F:Y 
90, Industritll produet,on wus up substantially by 18.5 percent in FY Y2, but slowed to a rate of 5.7 
p~rcont in tho third quarter of over the sane period a year earlior. 

Money supply tias been increasing steadily at relatively high rates in recent years, with the 
annual increnso in narrow rnoney (Ml) averaging 14.8 porcent in the three yoilts through Fiscal 1( 92. 
In January of this year MI was up 14.1 percent over the same month a yew earlier. Broad ntoney (142) 
has also increased at a fairly steady and relatively high rate, averaging 14.3 percent annually in the three 
years through Fiscal 1992. In January, M2 was up 11.5 percent over a year earlier. On the other hand, 
the annurd rate of increase in total domestic credit tias been decelerating, declining from 19.2 percent 
in F'iscd 1990 to 7.1 percetlt in Fiscal 1992. In January of this year, total domcc~tic credit was up 6.0 
percent from the same month a year earlier. Some of this slowdown reflects the impact of measures 
taken under the Financial Sector Reform Program. 

During the past two years the rate of inflation has decreased significantly and more recently 
interest rates have also declined. In Fiscal 1990 and 1991, the cost of living index (annual average) 
increased about 9 percent each year, but in Fiscal 1992 the increase w a  orlly 5.1 peycent. In January 
of this year, the index was 4.1 percent higher than a year earlier. Partly reflecting the reduced rate of 
inflation, the central bank's bank rate has dropped steadily from 9.25 ps;:rent in June 1990 to 6,5 percent 
in April of this year. Commercial banks* average deposit rates have not dropped a9 rapidly, declining 
from a high of 9.55 percent in September 199 1 to 7.4 percent in December 1992. Average bank lending 
rates, due to the program of interest rate liberalization that began in November 1989, remained at roughly 
the 15 percent level through September 1992, but since then have declined by several percentage points. 

Turning to the external side, exgorts have generally been rising in recent years, but imports 
have roughly leveled off since 1989. The result has been a decline in the trade deficit from $2.0 billion 
in 1989 to an estimated $1.3 billion last year. Net inw:ud private and official transfers have also 
increased somewhat, with the result that the deficit in the current account declined from a high of $1.1 
billion in 1989, to a small surplus of $65 million in 1991 ar,d o surplus of $93 million in the first half 
of 1992. One factor contributing to the decrease in the trade deficit has been the depreciation of the taka, 
from a rate of 32.27 to the U.S. dollix at the end of 1989, to 19.40 currently. Holdings of oficial 
international reserves have increased from a low of $502 million at the end of 1989, to $1.9 billion in 
January of this pear. 
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Financial Statistics. International Monetiuy Fund and Bangladesh Bank staff. 



APPENDIX TEN 

BANGLADESII FPNANCIAL SYS'IZM AS OF MAY 1993 

A, Hnngladaqh Brink (contra1 brcrk) 
B, Dopasit Money Banks 

1.  Nationdiaod Commtlrcirtl Dmks 
a) Ayruni Bank 
b) Januta Bank 
C) Kupaii Bank 
d) Sondi Bunk 

2. Private Commacial Banks 
a) Al-Barnkah Bank I.td." 
b) Arab-Bangladesh Bank 
C) Rank of Small Industries and Commerce 
d) City Bank 
e) Eastern Bank I,td. 
f )  Intornational Finance Investment and Commerce Bank 
g) Islamic Bank Bangladesh Ltd." 
h) National Bank 
i) Pubali Bank 
j) United Commercial Bank 
k) Uttara Bwk 

3. Foreign Banks 
a) American Express International 
b) Grindlays Bank 
c) Habib Bank 
d) Indosuez Banque 
e) Standard Chartered Bank 
f) State Bank of India 

4. Specialized Banks 
a) Bangladesh Krishi Bank 
b) Bangladesh Shilpa Bank 
c) Bangladesh Shilpa Rin Sangstha Bank " 

d) Rajshahi Krishi Unnayan Bank 
C. Other Financial Institutions 

1. Cooperative Institutions 
a) Grameen Bank 
b) Bangladesh Jatiya Samabaya Bank 

2. Ir~surance Companies 
3. Other Financial Institutions 

a) Bangladesh Commerce and Investment Co. Ltd. " 
b) Bangladesh Rural Development Board 
c) House Building Finance Corporation 
d) Industrial Promotion and Development Company 
e) Ind. Development Leasing Company 



t) lnvoatrnont Corporntlan of Uetrgladesil 
y) Natior~iil Croclit I,td, " 
11) Saudi-baaglad~qh Intlustrial and Aaric. lrlvestmont Co, 

Notes: 
11 Operntos according to Islamic banking principles. 
21 I'rcviousiy nationalized cornmordal bank. 
31 Status to change to doposit rnonoy bnnk soon, 
41 Operation tempornrily wspandcd, 
51 Slntecl to become a doposit rnonoy hnnk in tho near future. 



APPENDIX ELEVEN 

'rWNDS VN COMMCHCfAL BANK DEPOSITS, LOANS, AND 
INVEYMNTS 

Bangladesh banking statistics divide tho deposits of tho depoait money banka lrito three cntogories, 
viz., "Domwld," "'I'imc," and "Othor." AY ir~dicatccl in tho following tablo, "Duposits of tho Deposit 
Monoy Urrnks," "Other" deposits includo interbank and govornmont deposit litibilitics, Dumand deposits 
have generally increased sirrco 1989, but in tho six ntonths through January 1993, they have tended to 
lovei off, l'hete was only a 0.9 percent incroaso over tho period disrsgnrding an apparently serrsonal blip 
in Decomber 1992, Pull deposit data, such us those shown in tho "Deposits of tho Daposit Money Banks" 
table, are only available currer~tly through June 1992. 

On the other hand, time deposits have continued to rise fairly steadily, and increased 5,2 percent 
in the six months through January 1993. In recent years,, time deposits have increased at annual rates 
of 12 to 17 percent, and in June 1992 they were 14 percent higher tllan a year uarlier. "Ottrer" deposits 
have also increased and were up 23 percent in the 12 months through June 1992. 

Between June 1990 and June 1991, total bank deposits rose 12.6 percent. During the following 
12 months to June 1992, they increased faster at a rate of 15.1 percent. But some slowing appears to 
have occurred in the six months from July 1992 to January 1993 when demand and time deposits only, 
i.e. excluding "Other" deposits, rose just 4.5 percent. 

With regard to the composition of bank deposits, demand deposits since at least 1990 have 
accounted for only 15 percent of the total. This somewhat low proportion may reflect the fact that 
receivers of checks in Bangladesh do not have adequate legal recourse when the check is not backed by 
sufticient funds. In recent years time deposjts have accounted for roughly 75 percent of total deposits, 
while "Other'' deposits have accounted for the remaining 10 percent. 

The: next table, "Bank Deposits by Category of Bank," indicates the respective amounts of deposit 
liabilities for the four categories of deposit money banks. The data indicate that government banks, i.e. 
the four NCBs and the Specialized Banks, held 70 percent of the deposits in mid-1992, with the NCBs 
holding 65 percent and the Specialized Banks 5 percent. The private domestic banks held 25 percent of 
the total deposits at that time and the foreign banks 5 percent. These proportions in mid-1992 were only 
slightly different from the situation in mid-1991. 

The third table, "Assets of All Deposit Money Banks by Major Category," not only provides 
separate data on such bank assets as advances, investments, and bills, but also indicates how much credit 
for these different categories has been provided by each of the four banking groups. The total assets for 
all of the deposit money banks rose 7.7 percent in the 12 months to mid-1991, and a further 17.3 percent 
in the next 12 months to mid-1992. At the: end of June 1992, government banks held 66 percent of total 
bank assets, the same as in mid-1990, while the private banks held 34 percent. 

Two aspects merit some conlrnent. One is the 5 billion taka decline in advances from the NCBs 
between mid-1991 and mid-1992. Total advances rose slightly, but this was mainly due to a rise in 



rtdvnncas by tho domestic yrivrrto batikg. Advcu~cos by tho pr iv~to  tlomostic banks rosa 16,3 porcont it1 

tho 12 tnonths to tnitl4I99 1 and n further 13.8 porcont in tilo rloxt 12 months. 

Tho socond uepect is that NCB invatmonts moro thun doublcd in tho 13. 111ont.h~ to mid-1992, 
rising from 15 billlon taka in mid-199 1 to 39 billion taka in mld-1992. Much of this riso rsflectod the 
issue of govornment bondd to the NCBs by tho national govornmont in ordor to help rccupitulizu tho 
bunks, t!nrlier, the bunks had bcon rcquircd by tho aovernmant to writo off mO#t of thoir lorms to the 
r~griculturd sector, 

DEPOSITS OF THE COMMERCIAL BANKS 
(Billions of Taka) 

Demand Deposits 32 
Time Deposit8 169 
Other " 17 

I/ Dspasit liabilities t o  government and interbank, 
Note: Data may not total exactly due to  rounding, 

Source: 8_snaladesh Bank Bulletjn, Bangladesh Bank, Apr.-June 1992. 

DEPOSITS BY CATEGORY OF BANK 
(Billions of Taka) 

All ~anks'' 

Nationalized Commercial Banks 145 
Specialized Banks 1 1  
Private Banks 6 1 
Foreign Banks 12 

1/ Data on bank deposits in Scheduled Banks Statisticg are slightly smeller than those in the Bangladesh Bank -. 
Source: Scheduled Banks St-, Bangladesh Bank, April-June 1992. 



A88BTS OF COMMERCIAL, BANKS BY MAJOR CATEGORY 
(8lllione of Tsko) 

&ad4 &3Q.m lkaw2 
J3luLmm !m !la mi 

NCBa 216 228 269 
Specialized Bank8 50 00 88 
Prlvsto Dank8 96 1 1  1 126 
Foroi~n Banks 4 7 4 7 6 0 

Advances 190 
NCBs 100 
Speclalixed Banka 40 
Prlvcrta Banks 39 
Foreign Banks 12 

lnveetments 
NCBs 
Specialized Banks 
Private Banks 
Foreign Banks 

Bllls 
NCBs 
Specialized Banks 
Private Banks 
Foreign Banks 

Other Aesets 21 146 
NCBs 69 
Specialized Banks 16 
Private Banks 34 
Foreign Banks 27 

I/ Less than 500 million taka. 
21 Excluding Cash in Hand and a t  Banks, Money a t  Cali, and Foreign Currency Balances. 

Note: Data may not total exactly due t o  rounding, 

Source: Banaladesh Bank Bulletin, Bangladesh Bank, April-June 1992. 



ANMEX 1 

EVALUATION ~ T H O D B L O G Y  



'rho fivc-man tciltn rlaccl a vr~riety of trloarls in undertaking tho Pirat lr~torirtt I!vi~luatict~t of 
i1SRI'-TA, f~orerrloqt were lrltcrviow~ with f~i~rrglados~~ Dank officii~ls, othor govorrlrtlerlt ofticiels, 
commarcial bank officers, FISHIJ steff, r~t~tl otlrer rclavtrtlt officials, (Sno Annex 11, "List o f  
Contacts. ") A s~rbatntrtial r~umber of trleetir~gs wcro rllso holtl with AlI?lDenglatlosh iatrtl f'SHP 
officials, (luring which aspects ot' tho project wora discussed Itr ci)n.sidornble detail, Reports atrtl 
relovnnt pul)llc(rtions were also studied hj' tlra tcartl, (Seo Arltlcx III, "Hibliography. ") 

Other corllpor~otlts of tho team's rr~ethodology included collecting and analyzing rclevunt dute, 
and physical observatior~ of actual oporr~tions in tllc comtnercial banks rind certain units of the 
Bangludcsh Banlc. In additiot~, tent11 ttlcltlbers cot~ducted internal discussions, comparing their 
uiulysis of the ~ubjcctu cxmirned, and shared both specific and genoral infortnation and data with 
each other. Lr~stly, informal discussions were held wit11 NCB, PSW, ut~d other officials on several 
occasions. 



ANNEX I1 

LIST OF PJ2RSONS CONTACTED IN THE EVALUATION PROCESS 



Mission 8xecutive Office 
Dr. Mary C ,  Kilgour, Director 
Dr. Prank Young, Deputy Director 

&onomice and Enterpriw Office 
- Dr. J m e s  L, Mudga, Director 

Dr. Peter Amato, Deputy Director (FSHP 'rA Project Officer) 
Dr. Zla U. Ahmod, PSRP TA Project Coordinator 

Program OMce 
Ms. Jan Rockllffe-King, Evaluation Specialist 

- Mr. H. Paul arecnaugh, Evaluation Specialist 

- 
FgRP TECHNICAL ASSISTANCE PROJECT IXAM 

Mr. Patrick J. Vath, Chicf of Party and Tcam Leader 
Mr. Forrest H. Cookson, Macro Financial Economist 
Mr. William Emery 111, Int. Bank Consultant, Sonali Bank 
Mr. Anthony R. Bamed, Int. Bank Consultant, Janata Bank 
Mr. Terry J. Bradigan, Int. Bank Consultant, Agrani Bank 
Mr. Robert F. Sebastian, Int. Bank Consultant, Rupali Bank 
Mr. Haris Jafri, Int. Training Consultant, B.I.B.M. 
Mr. John Landsberg, Credit Administlation Consultant 
Ms. Barbara Kaminski, AccountingIMIS Consultant 
Mr. Michael Morris, Consultant-Performance Planning & Budgeting 
Ms. Shula Ribs, Computerization Consultant 
Mr. Sycxl S. Kaiser Kabir, National Macro Ecomomist 
MD O m  Choudhury, National Consultant, Agrani Bank 
Mr. Humayun Hamid, National Consultant, Sonali Bank 

- Mr. A.M. Shamsuddin, National Consultant, Janata Bonk 
Mr. Abidur Rahrnan, National Consultant, RupaIi Bank 

- 
Mr. Akbaruddin Ahmad, National Computer Consultant 

MINISTRY OF FINANCE, GOVERNMENT OF BANGLAJMBH 

Dr. A. K. Abdul Mubin, Joint Secretary 
Mr. Amir U1 Mulk, Additional Secretary 

BANGLADESH BANK 

Mr. Kamd Uddin Ahmed, Deputy Governor (No. 1) 
Mr. A.B.M. Mahbubul Amin Khan, Deputy Governor (No. 2) 
Mr. Shah Abdui Hannan, Deputy Governor (No. 3) 



Mr. Muhammed C)olam Mostafa, General Manager, Wanking Control Dept . 
MI, Nazrul tIuda, Deputy Gen. Mgr., Sanking Control [)opt. 
Dr. Muhamttld Mohaein Ali, Bconomic Adviser 
Md, Waliul Islam, General Managar, Dept. of Haseerch (MMTU) 
Mr. Murahitl Uuli Khan, Dpty. den, Mgr,, Personnel tJcpt. 
Mr, Mir Abdur Rahim, Dpty. Gen. Mgr. Flank Inspection Dept. 
Mr. Nazmul Hague, D a M ,  Computar I)ivision, Bang ladash Bank 
Mr, Nut Karin, Gen,Mgr. + Computar and Statisti~s Division 

Mr. M, Ahsanul Haque, Managing Director, Sonali Bank 
Mr. Rafiqul Karim Chswdhuty, Deputy MD, Sonali Bank 
Mr. K,M. Murshicl, Oener~l  Manager, Sonali Bank 
Mr. Mosharraf Hossain, General Manager, Sonali Hank 
Mr. Rashid, General Manager, Credit, Sonali Bank 

Mr. Muhammad Tnheruddin, Managing Director, Janata Bark 
Mr. Nizarn-111-Islam, Deputy MD, Janata Bank 
Mr. M.A. 'Talukder, Deputy General Manager, Janata Bank 

Mr. Mustafa Aminur Rashid, Managing Director, Agrani Bank 
Mr. Ibrahirn Khaled, General Manager, Agrani Bank 
Mr. Rahman, Credit Group, Agrani Bank 
Mr. Mia, Credit Group, Agrani Bank 
Mr. Kahn, Credit Group, Agrani Bank 
Mr. A.M. Ershad, DGM, Computer Division, Agrani Bank 

Mr. M.R. Khan, Managing Director, Rupali Bank 
Mr. Mohd. Abdul Hashem, General Manager, Rupali Bank 
Mr. MD. Sharnsuzzoha, Dep. General Manager, Rupali Bank 
Mr. Alfazuddin Ahmed, Asst. General Manager, Rupali Bank 
Mr. M.A. Gafur, AGM, Computer Department, Rupali Bank 
The Asst. General Manager, Foreign Exchange Branch, Rupali Balk 
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SELECmD B I B L I Q G W  



Bangladesh Bank, mw, 1991 -92. 

Bangladwh Bank, W g s h  Bank B U ,  April-June 1992. 

Bangladesh Bank, Bc-c .T~sna, April 1993. 

Bangladesh Bank, , April-June 1992. 

Bangladesh Bank, m~ 
- 

f M d r a  of the &g&&&J&&, latest weekly. 

Banglade~h Buteau of Statistics, Mo-,of C u w r e & M c  Situationof Bdadesh, 
November 1992. - 
Bangladesh Bureau of Statistics, Bullem of BaaPladesh, November 1992. 

Bangladesh Institute of Bank Management, &j&mic Calendat - ,m. 
Bangladesh Institute of Bank Management, lourual of ths BIElM, Volurnea XV and XVI, 
1Y90 and 1 9 1 .  

Bangladesh Institute of Bank Management, S)uarterlv Journal of the $DM, Volume XVII, 1992. - 

Cookson, Forrest E. and S.S. Kaiser, Kabir,(DSRP TA) B x c u  . 4 .  

- 
AScheme.(EEAS.) 1990: hues  of Sustarrrab-@of. Bangladesh 

- Bank. Feb. 1993. 

FSRP TA, Agrani Bank team, -odule Scheduigt, &B2-199$ 

FSRP TA Credit Team, -cia1 So- Credit Sccriny Manual, April 1993 

FSRP TA Credit Team, Tgpics for D i s c ~ ~ c c o ~  m i d  S t a t - t s m  
-, Caae Study. 

FSRP TA Credit Team, AccAccqlldnriDe -, Case 
Study. 

;g FSRP TA, --n P k e s a i o n  . .  . 

FSRP TA, p, 1993. 

FSRP TA, (Draft), April 1993. 

FSRP TA, p, July 1992. 

FSRP TA, MIS Group Agrani Bank, -. DDhgkai . . , December 1992. 



FSRP TA, Nee&-&ysis; Mid7Range Cor~ute~~ocur~mcnt~7:~nrletY&edul I!or-hrcluisc of 
Comut~lr-3 ,~stonb. andRauklng - &&cations Z1os .'f'he.Automationof L l r a u h B m g  Oerations. 
besamber 199'11. 

FSRP TA, 8 U a r O e r l y , P t o e r e s g _ ~ ~  (1st to 7th ending 4130193). 

FTSRP TA, RecJtt o g , W o ~ e m ,  April 1993. 

FSHf 'r ,% , Tusk ,&~-yie.w a d  Proy&io~aBrocesa, Match 1992. 
m 

- 

FSRP TA, W ~ ~ g J j ~ t i o n a l  Comaarisorq, 3/93, 
- 

Jafri, M. Harls (PSRI'), W J c r m .  Trai#ian_StraSeav..B# W&dp,9h, May 1993. 

Jafri, M, Harts, (PSKP), Versio~), '"ctohr 1992. 

- 
Landsberg, John, (FSRP), & f + ~ ~ ~ ~ o s a l  f ~ r  the F& of the..J&mladesh C r . e d U m  
Bureau, Dhaka, 1992. 

Memorandum from FSRP to Deputy Governor, BB and Deputy Director OEE, USAIDlDhaka Ref. - 
BBIUSAID Approval of PC Procuremeats for PSRP. March 1993, 

- 

USAID - NathadBooz-Allen & Hamiltort Contract, Section C "Statement of Work - Financial Sector 
Reform Ptograrn Technical Assistance, " June 199 1. 

- - - USAID Project Paper, Financial Sector Reform Program-Technicd Assistance Project, (No. 388- 
-- QO78), June 6, 1990. 

USAIDlBmgldesh. "Project Status Reprt:  Oct. 1, 1992 to Mdrch 3 1, 1993. " Financial Sector 
Reform Ptogram Techiwl Assistance. 

Varley , John W., (PSRP), -and Caoital M m  D e v e l o w . ~ - ,  
September 1992. 



ANNEX N 

OUTLINE OF SUGGESTED SCOPE OF WORK 
FOR THE MHT'iiRM EVALUATION 



1, DACKiJROUNt) (iticluded in aamo form as itrtarirn ovrrluatiorr) 

11, Tl113: INITIAL OVALMATION 

The purposes of tho initial a*#aluation conducted in May 1993 wora to focrls upon: 

the aesessmsnt of project succoss in "institutionalizing" Inputa, and in eatablishinfl essentiul 
baselins date and project monitoring system, 

0 the asaeeament of project progress against plannod purpose ntld output lovcl indicators; and, 
uvorall, its progrew In achieving policy objectives; and, 

The Initlal Evr.luation Team has accomplished both purposes covering the period from tile overall 
start-up of the project in March 1992, by which time fnternational and National Consultants were 
located in each of the NCBFi and the BB, through April 30, 1993, Defining "institutionalizatio~l" as 
the transfer of knowledge, technologies, the initial evaluation found that the TA team had completed 
over half of the deliverable8 contracted for, and had begun the process of implementation, or "roll- 
out," of those products arui services within the banks, The remain!ng delivernbles were being 
prepared, or were scheduled for preparation, The TA had delivered the baseline nieasurement data, 
which is bank-proprietary, to USAID by early 1993, The tracking systems, periodic reports to 
USAID prepbired by the TA team, are in place, 

111. THE MIDTERM EVALUATION 

The midterm evaluation shouJ:d assess the continuing progress of the project toward meeting output 
and BOPS purpose-level indicators. It must also include aspects of the FSRP TA Project which were 
not covered in the initial evaluation due prinlarily to the short life-span of the TA at that time: 

o Measure quantitative progress within the NCBs irllizing 1993 versus 1991 baseline bank 
proprietary data from the TA proprietary reports. This would be in a separate, proprietary 
document for USAID's use only. 

o Perform the first financial analysis of the broject in terms of dollars expended versus dollars 
obligated by USAID and dollars remaining under the contract. Verify status with the USAID 
Mission Controller, and assess the sufficiency of dollars remaining to colnplete the contract. 

The remaining tasks to be performed in the Midten?? 9valuation will be to update the TA's progress 
in reaching output objectives and accomplishing the Purpose-Level Indicators (EOPS Measurements). 
The evaluators should also consider the need, or advisability, to redirect the thrust of the project if 
opportunities stemming from ch,es  in BDG policies hiwe arisen. 

The initial evaluation has prepared suggested follow-up activities for future evaluations relating to the 
Project's output objectives a J purpose-level measurements. These are intended ar - guide? only, and 
are listed below: 



I. A rtlore detdled at~rrlytlwl fmmcework for macro-financial onalyale 

Subsccluant avaluationa should cxarnlne the tnacro-financial fratnowork cotistructad by tlrc 
central bank--though not nscosaarlly tho speciflc numbers--to ascertrrin tho degrac of rclavnnco of tho 
framework to the 13angladeah economy. 

2, A better-trdaed cadre of oPliccrs on macro-sector policy 

Subscqucnt cvaluatlsns should examine in some detail: 
(1) the number of offlcers sclecte$ for oversaas training from the ministry and the central bank; 
(2) the colleges or unlversitiea attended and the degrees, if any, received; and, 
(3) the person's work ussignrnent(s) after return to Bangladesh, 

3a. A fully operational rediscount window 

Subsequent evaluations should examine tlic absolute u ~ d  proportional size of the donor 
programs in relati~n to the central bank's total accommodation, as well as ally tendencies for the 
share to increase over time. Evaluators should also investigate what steps, if any, have been taken to 
deal with the problem of cxeessive reliance by the two specialized agricultural banks on central bank 
financing. 

3b. The sale and p&e of Bangladesh Bank special sseculties 

Subsequent evaluations should assess the exient to which the central bank has been able to 
make some use of the monthly auctions in achieving its monetary objectives through open market 
operations. 

3c. A fully operational interest rate policy 

Subsequent evaluations should ascertain whether the remaining constraints on deposit and loan 
rates have been removed and whether interest rates are reflecting competitive forces. 

4, Expansion of BB9s computer operatiam and MIS system, with a 
staff trained in computer, statistics and econometric skills 

Subsequent evaluations should verify the delivery and imtdlation of the mid-range computer, 
the level of training of the staff, and the appli~ations for which their computers are being used. 

5. Improved Reporting system of the banks to the BB 

Subsequent evaluations must judge the core bank supervision activity on the basis of dedicated 
TA and the deveiopment work which the TA accomplishes. This output Is dso highly dependtnt on 
progress made within individual banks in computerization and in improving the q~ality of data. 
Therefore, this assessment must also include assessments on the? quality of reporting from the banks. 



Subsequent avaluations should taka rlota us to whethar dedicrrtctl bnr~k supervision TA has 
become availubla, and whethar the quality of bank oxaminatlon I R  ttiklng Ftnandul cotidition into 
greeter account, particularly In the loan claaeification and provlrriorrlng proccss, 

7. A firlly operational Credit Informrrtioe Bureau (CIIJ) 

Subsequent avaluations should see that 1992, or porhaps 1993 data has replaced tho 1991 d:~ra 
in the databank. Expected PCa slrould be on line, and the staff oxpmded und trained rcccurdingly, 
Volume of ueago of tho C1B should incrcasc substantially. Vcrlfy if CIU usage is required tit the tima 
new loans are contemplated, 

8. MIS systerms and improved loan accounting system established in tho N C b  

Subsequent evaluations shoreid look for continued developrrient of the implernentatior~ of MIS 
and for the use cf the information as a maalagement tool by the bank's senior managements. 

9, Expanded coa~putarizatiom of NCB H a d  Omca arid a limited naunber of branches 

Subscquent evaluations need to evaluate the uses, on a sample basis, which banks are making 
of their PCs to increase the efficiency of their operations. 

16. Planning and performance budgeting systems established in the NCBs 

Subsequent evaluations should look for wider usage of MBO and at more levels in the various 
banks. 

11. Revised loan policy procedm ;and improved loan recovery of NCBa 

Subsequent evaluations should look for revisions in sectord loan policies such ;is jute. Verify 
progress in the cash recovery and rescheduling of loans. Goals should be included in a branch 
manager's MBO program eventually. Developments stemming from the bankruptcy law initiative and 
the bankruptcy courts may enhance recovery efforts. 

12. Enhanced loan pricing and deposit rate settiqladfuotment capabilities of NCBs 

Subvequene evaluations should verify increasing use of the freedom which each bank has to 
manage its deposit and loan positions by using interest rates to encourage or discourage undesired 
inflows of business. This gets into AssetJLiabiIity Management which is not an FSKP TA 
requirement, but should be taught as an important part of bank management in future projects. 

13. Improved BlIBM course offerings 

Subsequent evaluations should verify the completion and introduction of new courses and 
upgrades, amd plans for further course development. 



14, Outpub, manttrrld, and t ~ h n i q ~ ~ e a  avallabls to comtnersial bstib 

All strrtllcs, matltrtrla prld training tnatorlala prepared by any group or individual of ttia F:SUI1 
TA which does not contain proprietary or confltlantlul informatiorr in rrvuilablo to irll banks, NCB, 
prlunte, or forolen upon request, Vcrlfy the dogree to which FSKP 'I'A tnarlunls ut~d otller resourco 
materials at0 being used hy private or forelgn banks, 

15, Studla completed on: (a) privatization, (b) yemotu~el I ~ u e s ,  (c) gender dincdniination, ((1) 
effects on rurd arocrsr 

Verify statue of these studies which wcro not completed, but h d  been scheduled, nt tho tltna 
of the interim evaluation. 

END OF PROJECT STATUS SIJB-OBJECTIVES 

1. Replacement of drect monetnry controls by flexible indirect iwtn~nenta 

Subsequent evaluations should examine the central bank's instruments of monetary control to 
ascertain how effective they are and that they are an indirect means of monetary control. 

2. More bank loam based on market-deterrnined interest rates 

Subsequent evaluations should ascertain tile extent of progress in removing all of the bands, 
and the degree to which bank lending rates are actually a reflection of market forces. 

3. Technical unit established at central bank with trained staff 

Subsequent evaluations should determine whether the size of the Unit has increased, and 
whether the quality of Unit activities has improved, as well as the degree of its influence on monetary 
policy decisions. 

4. Conduct more frequent and focussed inspection of branches9 portfolio 

If the Project is to have an impact on improving the quality of bank supervision, the dedicated 
TA eventually supplied must cover all of the departments. 

5. Credit Jnformation Bureau establfshed 

Subsequent evaluations should verify the scope of the data base and whether lenders are 
requircd to check with CIEl before making a loan. 

6. All comtnerdd bankti are implementing BCD Circular 34 with regard to loan 
classincation 

Subsequent ovaluations should verify the progress of the loan classification effort, the 
installation of a regulation defining a lo,m "past due" if unpaid within 90 days of maturity, and the 
status of BB regulations and enforcement of a more frequent loan classification process. These would 
come close to approximating recognized international standards. 



7. MI cornrnerdul bataks havce carried oel cotnprehemive revisws of their credit polidecl r~rrd 
procedura and issued upyropritnto nrenurrla 

Subsequent cvaltrations should review the status and the dagrcc to which new policios lrtid 
procetlures in larrdlng und loan pricing havo heen fortrlallxctl by rrrnrruals, and the degrco to whlch 
tralniny nnd implerncntation havs takcn placo, 

8. Crrpital adequacy requirements of the bsnke are mdntuind according to the Banking 
Cornpanits Ordinance 

Subsequont evaluatioiis should check the status of this situation for an up-todate reading. 

9. Effective perfonnancs p l d l l g  and budgeting systems established by N C h  

Subsequent evaluations should verifj progress toward the full irnplcmentation of these 
systems. 

10. Increased computerization of th0 NCB's Head Ofliceat and pilot computerization of 2-3 
major and 3-10 smaller branches 

Subsequent evaluations should verify increased PC delivery, and the delivery of the middrange 
computers, until all of those programed within the TA have been installed. 

11. MIS estnbllshed of NC& established accordiq to project guidelines 

Subsequent evaluatiom should search out the degree to which MIS is provided and used by 
management, and for what purposes, in each NCB. 

12. Private banks have increased their sham of bank lending 

Subsequent evaluationt sh~+-~l(l verify changes against baseline data and then current banking 
industry figures available from the Bangladesh Bank. 

13. Understanding problems emerging from bank privatization has been improved by studies 

Subsequent evaluations should review the study which is scheduled for preparation in late 
1993 or early 1994. 

14. Satisfactory divestiture program and timetable presented by the BDG 

Suhsequet~t evaluations should verify the status of the BDG timetable, the status of 
government shareholdings in other banks, and the then present status of the good bankhad bank 
scenario within the NCBs. 



APJNEX v 
EVALUATION ABSTRACT 



UANULADBSlI PINANCIAI, SRCTOR RBPORM PRCJClRAlM (PSRP) 
'I'BC'HNICAL ASSISTANCE PHOJUC'T 

388-0078 

'rho Technical Assistance Projcct (61914196) a i m  to help the C)ovcrnment of D~ngladesh 
(DDO) move from ir centrally directed to a marketdorionted financial system through changes ila 
?olicics arid practices in FJangl~desh Bank (BB) and through tire upgrading and reform of bur  
nationalized commercial banks (NCBM) which dotnitlate tha banklng market, A team supplied by a 
joint venture (JV) between Booz, Allen, Hamilton and Nathan Associates is itnplamenting the project 
which is in ~onjunc:tlotl with the World Bank's Finandnl Scctor Reform Program. A team frorn 
Development Alte~natives Inc. conducted this first interim evaluation in May 1993, 15 nconths after 
the start-up of project activities, for the purpose of reviewing progress to date and suggesting possible 
improvements, The evaluation team interviewed BDG and BB officials, JV team managenlent, 
interactively surveyed JV team activities in each of the NCBY, and ~tudied snsst of tho reports, 
studies, teaching matluala, and other documents which the JV team has produced to date. The major 
finditigs and conclusions are: 

With the cooperation of the BDa, the JV team can partially achieve the EOPS objectives 
during the life of the project. However, the realization of the financial soundness of the 
NCBa not eventually privatized will be a longer-term proposition. 

The JV team has acliieved considerable success in shaping market-oriented reforms in interest 
rate determination and open market operations at the central bank (BB), and in influencing 
market-oriented responses to these changes in the NCBs. 

e The JV team i.s making progress in implementing modem banking techniques in the NCBs, 
but a lack of basic skills and little incentive for improvement complicates the effort. 

The JV team has producecl a list of problem areas on which it will exert influence with the 
BDG, and others which will require assistance from USA!D, the World Bank, or other donors 
as solutions are beyond the resources or life of the project. 

The cvaluaton noted the following lesson: 

The challenge is much ;;rater t h  ~rigimlly foreseen in the project paper. 
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lRlmBm3 OF EVALUATION TEAM MElMFlERS 



ROBERT R, t,APORT 

Robert L,aport has 331) years experience in the fields of international invastmetit, trade and banking. While 
in sanlor managemont positions with su~h  major international lsnding banks as Chase Manhattan, L,ibra 
ant1 American Express, Mr, Lapart not only contribrrted to the development of the banks on a macro scale 
-- through itnpmting corporate strategies for international londing, establishing bron~hos and s11119idiaries, 
arranglcg syndicated financing, and developing merchant banking capabilities -- but also in  the triicro 
sense -- managing day-today banking operatiotis including personnel recruitment, administration arid 
training. Mr. Laport's aiotur of expertiae, include restructuring of existing institutions, acquisition and 
divostitute, privatization, trade and invsstmont program design and evaluation, rural devcloptnent finance, 
capital market develoytnent, private sector development policy formulatioti, Since retiring as a Senior 
Vice President of American Express in 1986, Mr, Laport has undertaken a number of assignments related 
to foreign assistance efforts in his field, We has completed lbur ilvsignmenta for the Center for 
Privatization, assisted in the evaluation and design of several credit delivery programs in Latin America, 
served as team h d e r  of a miasion charged with providing recolnmendations for the re-organization uf 
Guatemala's Agricultural Dsvelopmsnt Bank, and has served as a financial advisor for numerous USAID 
and Asian Developmerat Bank projects. 

M.P.A.: Public Policy Analysis, University of North Carolina, 1992 
B.A. : Foreign Trade, American Graduate School of International Management, AZ, 1958 
B.A. : Economics, Upsala College, New Jersey, 1955 
Advanced Management Program: IMEDE, Lausanne, Switzerland, 1973 
Six Week Executive Seminar: Harvard Business School, 1970171 

Senior Vice President, American Express E d  ZLd., New York (Septe*ltber 1978-August 1986) 
Responsible for Western Hemisphere Merchant Banking (8246) and ;r charge of Latin American Area 
(78-81). Recruit4 team to build area into a major profit contributor; established six branches, 
subsidiaries, and representative offica in Region. Broadened scope of a highly effective anhi profitable 
merchant banking capability to include syndicated loans, securiiized lending, and interest rate, currency, 
and debt for equity swap. 

General Manager of Project Fi=ce9 Lib.- Bank Ltd., Idondon, England (a Chase affiliate) (May 
1977-August 1978) 
Responsible for finding, structuring, and i;~angin;~ syndicated financing for major projects origi;-ating 
in the OECD ,.. nuies to be carried out in Latin America. Complex financial structures required 
cooperation with the major public and multi-liational organizations such as Exim Bank, ECGD, 
COFACE, the World Bank, and IADB. 
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Senior Vice President, I ~ t i l t  American Territory ( 1  975- 1977), I)ep~rty Ileati tatin Americe ( 19 71 
1974), Vice h i d e n t  in charge of Mexico, Central America, Caribbean, and Venmeiele ( 1968- 107 1 ) 
C'hemfmi Batik, New Yotk (September 1968-April 1977) 
Hrrilt and trained a team which, over ten years, became one of the most sirccessful territories in ( 'hemical 
Flank; opened eight branshew, joint-venture subsidiaries and r~pte9,sentative offices throughout the Region 

,*iutan# Vice Pmident hdeapr F ~ c t  (1966- 1968)+ and of R r ~ l i l  and Southern Csaie ( 1  963- 19651, 
AElslistant Trecreurer 1963; Aasbtant Representative, bwnos A i m  (1  96 1 - 1962) covering Argentina, 
IJn~gt~ay, Pafaguay, and Chile; branches in Puerto Rico (1959-190) follow~ng training in New York 
(1958), The Chaw Manhattan Bank, New York (June 1958-August 1968) 

Between January 1986 and h e  present, Mr. Laport has completed short-term assignments on hehalf o f  
a number of consulting firrrrs for the U .  S. Agency for lnternationai Development and the Asian 
Development Bank, These have inclutlal: 

Privatization Spmialht, Price W a t e r h ~ v e l q ~ m e n t  hociat ( r~  ( 1993) 
Member of a team which provided a study of the possibilities for privatizing functions of the economy 
in Morocco now being undertaken by government entities. 

Team leader, Phase I W&S, REDSO/ESA and PRIEJCAP (September 1992) 
Led capital project identification for E a t  and Southern Africa region. 

Team Member, USAtaj/India (April-June 1992) 
Pf:: .cipated in design team for industrial pollution control and abatement project to involve US 
technologies. 

Finenclal/Personraul M y s t ,  Ecuador (April 1992) 
Perform a financial and personnel analysis of thirteen Ecuadorian water and/or sewer utilities for WASH 
Project. 

Privatization Specialdst, Republic of the Maashall Islands (June and September 1991) 
Assist preparation of grivatizatior, plan, prospectus, registration statement, share registration, and stock 
transfer manual for the National Telecommunications Authority, Republic of the Marshall Islands. 

Finance Spedalfst, USAID/EI Mvados, Banco de Fomento Agropecuario (May and Jul 199 1 ) 
Assist Banco de Fomento Agropecuario comply with transaction cost, non-banking activity divestiture, 
a r ~ i  other requirements of USAID/EI Salvador. 

F i d a l  Analyst, DsvelopmenO Assodah, Inc., RlX3/SP, USAID (July-August 1990) 
Evaluation of the financial systems of Fiji, Papoa New Guinea, and Vanuatu, and an appraisal of the 
potentfd for privatization in those countries. 

~ v a ~ t i o n  Specialist, Mes Group, Ltd., Asian Development W, Lao P.D.R. (May-July 1990) 
Contributed to design ~f a national privatization strategy. Member of two an t c m  contracted by ADB. 
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A d v i ~ r ,  Dev~~op~nent A w w i a t ~ ,  tnc,, RMJISP, IlHhlD (Jantrary 1990) 
Assisted preliminary design o f  Matket Access anti Regional ('omyetitivetle.cs project covering five South 
Pacific: countries. 

1nr.mtrnent Promotion Advi,wr, Aries U~wup, Ltd., UBAIDlGnet~rn~la, (November 1989) 
Designed program for the promotion of Par East investment into (iuatetnala for U3AID Citrateniala. 

FPmiml Speiallet, USAfDIU Salvador (May 1989) 
Evaluated and redeqigned credit delivery system for FUSADBS, a large private foundation. 

Privatiaation Specinlist, Center far Paivatiation, I J S ~ I ~ l a w i  (Apr 1989) 
Member of team which evaluated a national privatization program. 

Financial 3pecialist, Arizona State University, U,TIAIX)/FJ Salvador (March 1989) 
Design project loan criteria, analysis, and loan monitoring methodology for Cooperative Finance 
Program. 

Advisor, Devdopmenb Associates, Ic., USAIDIGuatemla (January-February 1989) 
Tern member for preparation of Crms-Cutting Evaluation of USAlD mistance to the Guatemala 
Highlands since inception of the Guatemala mission. 

Credit Specialist, Developinent kssociates, Inc., USAIDJEl Salvador (August 1988) 
Evaluated and partially redesigned credit delivery program to the reformed cooperative sector. 

Financial Institutiansl Specialist, Development hmciates, IN., USAQDIGuntemala (April 1988) 
Team leader for evaluation and suggested reorganization of Agricultural Devltlopment Bank. 

Foreign Investment Specialist, Interrnatiod §cian# atid  techno?^ Institute, RIKIISAIDCC, 
Zimbabwe (February 1988) 
Interviewed British banks to design and structure their role in a preexpor; financing program proposed 
by RDOISADCC, Zimbabwe. 

Advisor, ~ d o d  Science md Technology Institute, P W S A I D ,  (January 1988) 
Studied failed shrimp-farm project in Antigua, and recommended future course of action. 

During 1986 and 1987, various assignments have included the design of a privatization program in Papua 
New Guinea including obtaining Cabinet approval in May 1987; the valuation of eleven sompanies for 
privatization by the Carporaci~n Fin.mciera Nacional in Ecuador during the course of severd visits in 
1987; the preparation of an RFP h r  a major ammonia project in Mozambique in 1986; and a project 
paper for the formation of a venture capital firm in Papua New Guinea. 

Conversationally fluent S p d s h  and i~o r tug~c .~ : ;  fair French 



3421 Shepherd  Street. 
Chevy Chase ,  MD 20815 
(301)  652-8018 

World Bank, June-December f 992, C o n s u l t a n t .  
P repa red  a t e c h n i ~ a l  paper  t o  be published 
i n  1993 e n t i t l e d  "Developing a Government 
Bond Marketw that i n d i c a t e s  t h e  main e l e m e n t s  
invo lved  i n  deve lop ing  a government bond 
market for middle- and low-income countries, 

Development A l t e r - n a t i v e s ,  I n c .  , Bothesda ,  
May 13-June 2 ,  1992 in T a n z a n i a ,  Pre -  

pared  a repowt Por U ~ A ~ ~ / T a n z a n i a  e n t ~ t l e d  
"Looking Ahead (1995-97)r  F i n a n c i a l  S e c t o r  
Reform i n  T a n z a n i a , "  

Board of Governors  o f  t h e  F e d e r a l  Reserve 
System, 1955-32. Economist ,  r e s p o n s i b l e  
f o r  a n a l y s i s  o f  economic developments i n  
c e r t a i n  major L a t i n  American c o u n t r i e s  
(1955-58)  and f o r  most East A s i a n  c o u n t r i e s  
and I n d i a  ( 2958-1992) ; Board ' s  r e p r e s e n t a t i v e  
t o  the U.S.  N a t i o n a l  Advisory Council on 
I n t e r n a t i o n a l  Monetary and F i n a n c i a l  P o l i c i e s  
(1978-921 and to  t h e  Export - Import  Bank of  
the United S t a t e s  (1986-92). 

S o u t h e a s t e r n  U n i v e r s i t y ,  Washington, DC . 
Adjunct  Professor of F inance ,  1960-88. 
Chairman, Department of F i n a n c i a l  Admini- 
s t r a t i o n ,  1363-65,  Dean, S e n i o r  D i v i s i o n ,  
1965-68 .  Professor Emer i tu s ,  lPRP f aught1 
Money and Banking Economic P r i n c  es, Hn- 
t e r n a t i o n a l  Economics, Economic L opment , 
and Commercial Banking Theory.  

U n i v e r s i t y  of Michigan.  Teach ing  Fellow. 
1954-55. 

Advisorv  C a p a b i l i t i e s  
I have had many years of  experience in 
a n a l y z i n g  the f i n a n c i a l  and economic problems 
of  the less-developed countries. My l e n g t h y  
book on the f i n a n c i a l  i n s t i t u t i o n s  of South- 
eas t  Asia PA jvided m e  with knowledge r ega rd -  
i n g  the defec.cs i n  f i n a n c i a l  systems, 



u n r e a l i s t i c  i n t o r e s t  rate s t r u c t u r e s ,  ideas  
far t h e  devalopment of money and c a p i t a l  
markets, and t h ~  f a c t o r s  con t r i bu t ing  t o  
development banks' ~ u c c e a s f u l  opera t ions ,  

As a r e s u l t  of producing my J u l y  1991 book 
on Eas t  Asian money markets, which involved 
severa l  years  of! s tudy and a f i e l d  t r i p ,  I 
f e e l  t h a t  I have a spec i a l  e x p e r t i s e  i n  t h i s  
a rea .  Af ter  an extens ive  s tudy of t h e  e igh t  
coun t r i e s  examined i n  t he  book, I be l i eve  
t h a t  I am q u a l i f i e d  t o  provide advisory  
s e rv i ce s  on t h e  development, s t rengthening,  
and adjustment of money markets i n  develop- 
ing  count r ies .  

For some t i m e  now I have a l s o  been engaged 
i n  a  s tudy of t h e  bond markets i n  e i g h t  
Eas t  Asian developing coun t r i e s  wi th  s p e c i f i c  
a t t e n t i o n  t o  t h e  f a c t o r s  con t r i bu t ing  t o  t he  
success o r  l a c k  of success i n  t h e  development 
of t h e s e  markets. I plan t o  pub l i sh  t he  re- 
s u l t s  of t h i s  s tudy  a s  a  book. 

Education 
Univers i ty  of Michigan, 1952-56. Ph.D. i n  
Economics, Feb. 1956. Doctoral d i s s e r t a t i o n ;  
Govermlental Accounts f o r  Economic Planninq 
i n  Burma. 

1951-52. N.A. i n  Economics, June 1952. 

Oberl in College,  1947-51. B .A. i n  Economics. 

Awards, P rofess iona l  Act iv i . t ies  - 
F i r s t  p r i z e  i n  Jerome Davis Essay Contest  
(Ober l in  College)  . Second pr ize -  i n  t h e  
Aaron Mercer Economic Essay Contes t  (Oberl in 
Col lege) .  Horace H. Rackham Graduate F e l -  
lowship, 1952-53 (Univers i ty  of ~ i c h i g a n ) .  
Fulbr ight  Research Student,  1953-54 (Univer- 
s i t y  of Rangoon). 

Member: American Economic Associa t ion,  
Socie ty  of Government Economists (Treasurer ,  
1976-78), I n t e r n a t i o n a l  Economists' Club 
(Pres iden t ,  1977-92) . 
Books 

The Monev Markets of Developinq Eas t  Asia,  
Praeaer .  J u l v  1991. 
The z a ~ a n e s e * ~ o n e ~  Market, Lexington 
Books, 1983- 
The F inanc ia l  I n s t i t u t i o n s  of Southeast 
Asia,  Praeger , 1971. - 



Ref erences  

Ocher P ~ i b l i c a t i  
Ses uttachad 

Lan.quaqaa 
Basic reading a b i l i t y  i n  Spanlr~h and French, 

Born 1927. Married s i n c e  1957, Three c h i l d r e n ,  

Thomas Connors, Chie f ,  I n t e r n a t i o n a l  Develop- 
ment Sec t ion ,  Div i s ion  of I n t e r n a t i o n a l  
Finance, Board of Governors of t h e  Federa l  
Reserve System, Of f i ce  phones (202) 452-3639 a 

Char les  J. Siegman, Senior  ~ s s o c i a t e  D i r e c t o r ,  
Div i s ion  of In ternat iona;  Finance, Board of 
Governors df t h e  Federa l  Reserve System. 
Off ice phone1 ( 202) 452-3308. 



Robsrc 8. Emrzy - Published Articleo 
"Mexican Monetary Policy Since the 1994 Devaluation," w M  

@-, Spring 1959, 

"Agricultural Production Trends and Problems in Indonesia," Far W.f;arn 
P-g, August 1960, 

"The Japanese Msasures to Restore Economic Equilibrium," Asian Survey, 
June 1962. 

"The Succssoful Philippine Decontrol and Devaluation," m n  Survey, 
June 1963. 

"Measuras for Increasing the Rate of Savings," -on of .- 

of the Cont-, December 
1964. 

"Developing Japan's Domestic Bond Market," 9 r i e W  Econorn$,,#S, April 
1965. 

"Recent Economic Developments in C o m n i s t  China," &&AD Survey, June 
1966. 

"Interest Rates as an Anti-Inflationary Instrument in Taiwan," (with R. 
J. Irvine), a e  N a t i o ~ l  B w  Review, September 1966. 

"The Successful Development of the Philippine Treasury Bill Markeb," 
31 Bank News D l n e s f  (Manila), June 13, 1967. 

"The Relation of Exports and Economic Growth," W k l o ~ ,  June 1967. 

"Economic Trends in Asia in 1966," (with H. F. Lee), Asian Survey, 
November 1967. 

"Eurodollars Go Asian," C o w i a  Jo-1 of World Businesg, March-April 
1971. 

"Philippine Inflation, Balance of Payments and Econoruic Developrnencs," 
So& of the &ia Societ'f, Autumn 1971. 

"The Use of Interest Rate Policies as a Stimulus to Economic Growth," 
Economic Studieg, Federal Reserve Board, September 1971. 

"Interest Rate Policy, Resource Allocation and the Mobilization of 
Domestic Savings," CENT0 vm~osiwu on Central Bank-. Monetarv 
u v  and Econopi c Develt=, January 1973. 

"The Asian Dollar Market," Jsramational F m c e  Discussion Papers, No. 
71, Federal Reserve Board, November 1975. 

"Postwar Financial Policies in Taiwan, China," International Finance 
Piscussion Paoerq, No. 252, Federal Reserve Board, December 1984. 



"Monetary Policy i r r  Taiwan, China," m v  Polm i n  P a c m  
m, ed .  by Hang-aheng Cheng, Kluwsr Academic Publishers, 
1988, pp. 381-99, 

"Centre,l Banka' Use in  East Asia of Money Market Instrumants i n  the 
Conduct of Monetary Pol icy," -8 D i s m  P n ~ u ,  
No. 426, Fedsral Reserve Board, March 1992. 



PEDRO PERU-GABINO 
1730 North Lynn Street 

Arlington, VA 22209-2023 
(703) 276-0877 

EDUCATION 

BS - Business Administration, University of Puerto Rico 

LANGUAGES 

Bilingual Spanlah/English, some French 

Mr. Perez-Gabino, a Technical Specialist with Developmsnt Associates, has over 25 
years of experience in Asia, Latin America and the Near East, working in the analysis 
and establlsliment of banking systems in developing coldntriecs, including systems for 
financial accountability and management information. Most recently for Development 
Associates he was Chief of Party for a four-person Development Associates team that 
evaluated the policies and operations of the Central Reserve, Bank of El Salvador on 
a Project funded by USAIDIEI Salvador. One component was an assessment of the 
effectiveness of the Salvadoran credit mecharrisms aimed at agriclrlture sector refarm 
and agribusiness development. On a 1988 assignment with Devolopment Associates, 
he served as the Credit Analyst on an evaluation of the Agricultural Development 
Bank (BANDESA) in Guatemala. On this assignment, undertaken in the spring c~f 
1988, Mr. Perez-Gabino evaluated the lending activity of the bank in a major regisn 
of the country. He assessed a wide variety of functions: loan approvals and 
rejections; the ratio of new borrowers to old borrowers; savings mobilizations; 
management information; accounting systems; staffing issues; the degree of home 
office technical support; steps in lending operations; loan delinquencies; expense 
control; training provided; and general administration of the regional office. He then 
made a series of recommendations based upon his analysis. 

Mr. Perez-Gabino has worked to improve the business and regulatory conditions of 
numerous on-going credit programs, such as BANDESA in Guatemala, the Central 
Credit Cooperative in Paraguay, and the National Cornmunlty Development Services 
Agency in Bolivia. He has recommended sensitive modifications to various credit 
programs, including the agricultural marketing cooperatives in Panama, BANDESA in 
Honduras, and the Puerto Rican Cooperative Bank, He has also provided extensive 
technical assistance and training in credit analysis techniques to all of the financial 
intermediaries with which he worked. 

1989-Presen t Development Associates, Inc. 

An intermittent employee of Development Associates since 1987, Mr. Perez-Gabino 
has fulfilled the following assignments for the firm: 
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Chief-of-Party, Mr. Perez-Gabino headed a team of four specialists from the 
firm who undertook an assessment of the USAlD El Salvador's Agrarian 
Reform Financing Project. He was Involved in analyzing the business and 
regulatory climate in which the program had been carried out and assessed its 
success. T'ie team's report provided the USAlD with information and 
recommendations useful In guiding future Missions actions in the sector. 
(1991). 

Bankina and Credit Anaivst. Mr. Perez-Gabino was part of a Development 
Associates team that undertook a mid-term assessment of the $67 million 
Agrarian Reform Financing Project funded by USAID/EI Salvador, A major 
element was the extent to which the general business and regulatory climate 
affecting banking and credit was affecting the outcomes of the project. For that 
Mr. Perez-Gabino was responsible. The success of this mission caused the 
USAlD to ask Development Associates to do the final evaluation of the project. 

Bankincr and Credit Analvst - Guatemala. Mr. Perez-Gabino served on a 
Development Associates team which conducted an operational analysis of the 
~gricuitural Development Bank (BANDESA) in ~uatemala. In particular he 
focused on ways in which the Bank could improve the efficiency and overall 
operations of its ongoing credit program through improved MIS and accounting 
systems. He further made recommendations for modifications to its programs 
in order to make its overall credit program stronger. (Spring 1988) 

Cooperative S~ecialist - Panama. On another short-term assignment Mr. 
Perez-Gabino designed an internal financial control system for the agricultural 
marketing cooperatives of the Republic of Panama under the ACDI/USAiD 
Cooperative Assistance Project. He then trained local personnel of the 
cooperatives and the government agency in charge of cooperative 
development in the use of the system. 

1979 - 1987 Coopers & Lyrand, Director of International Management Consulting 
Services 

For one and one-half years (5179 - 1/81) Mr. Perez-Gabiilo sewed as Project Manager 
on a contract with the Honduran National Agricultural Development Bank. He 
designed the loan procedures for small, medium, and large farmers as well as for 
cooperative organizations. These procedures centered on the formulatior! of credit 
policies and programs for agro-industries and the Management Loan Information 
System. He also elaborated on the staffing program to be used in the Bank, and in 
the organizational structure of the institution, including job descriptions of Bank 
officers. 

On a two-month assignment he was the team leader on a project for the Development 
Industrial Bank of Egypt. He analyzed the overall operational capacity of the Bank. 
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For over four years he served as the Chief-of-Party on an assignment with Pertarnina, 
the Indonesian Oil Company. As a financial advisor he prepared a detailed design 
of a cost accounting and variance analysis systam for the supply and distribution 

' operations of Pertamina. He further designed and ilnplemented a gas and oil quantity 
accounting system in all five Pertamina exploration and production units, and then 
wrote a Procedures Manual that was applied company-wide. Finally, he trained the 
staff of the Operations and Finance Division in the use of the new systems. 

- 19n - 1979 Robert R. Nathan Associates 

During this period Mr. Perez-Gabino was an advisor to the Training and Rural 
Organization Departments of the National Community Development Setvices Agency. 
He provided technical assistance and training in the preparation of agricultural credit 
regulations to be used by the Central Office as well as rural and cooperative 
organizations in the field. Other responsibilities during this period included: * 

- - Providing technical assistance in tlre organization of multiple purpose integral 
agricultural cooperatives; 

Preparation of an accounting manual for agricultural cooperatives; and 

Training of small-scale farmers and staff members of cooperatives. 

1964 - 1972 Credit Unlon National Assoclatlons (CUNA) 

During this eight year period Mr. Perez-Gabino held positions with the following 
organizations. 

Central Credit Cooperative - Paraauas As the Financial and Agricultural 
Credit Advisor he advised the management of the Central Credit Cooperative 
(CREDICCOOP) in the preparation of agribusiness projects, the provision of 
credit, and the evaluation of administrative and credit operations of the various 
cooperatives in the field. (1 975-1 977) 

Savinas & Loan Cooperative - Laos. As a Financial and Credit Advisor, he 
provided training and technical assistance in the mobilization of rural savings 
and the extension of credit for agricultural production projects. He also 
designed an accounting manual and auditing and internal control procedures, 
and then helped to implement them. (1973-1975) 

O Credit Union Federation - Panama. As a Financial and Credit Advisor he 
provided technical assistance in the establishment and development of credit 
departments. This involved devising policies and procedures for country-wide 
implementation of credit departments in Costa Rica, Ecuador, Honduras, 
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Colombia, El Saivador, Panama, Nicaragua, Bolivia, and the Dominican 
Republic. He also established curriculum to train personnel in the application 
of policies and pracedures for rural credit. (1970-1 973) 

• Credit Union Federation - El Salvador. Mr. Perez-Gabino served as the 
Country Program Director, responsible for developing and implementing the 
first nationwide credit union program. Me prepared feasibility studies for the 
organization of the new credit unions, assisted in their implementation, and 
hired and trained personnoi. After organizing several of these first-level 
cooperatives, he was instrumental in the organization of a second-level 
organization, the El Salvador Federation of Credit Unions (FEDECES). He 
alsa designed various mechanisms to enable small-scale farmers to have 
access to credit, financial counsel, and technical advice. (1 964-1 370) 

Puerto Rico Cooperative Bank. Mr. Perez-Gabino served as a Loan GYicer, 
in which capacity he provided technical, credit, and administrative advice to 911 
types of cooparatives operating under the laws of Puerto Rico. (1 959-1!164) 



- 
- 

2. Dato of Birth : 27th January, 1936 

- 3. Sex : Hale 4. Hationality : BANGLAQI&SHZ 

- 5. Hailing Addream : PROFESSOR 
- 

Institute of Busineaa Administration 
- 

Univ. of Dhaka, Dhaka-2000, BMGLADESH 
- Phonea : Office 507050-51, RBS : 506024 
- 
- - 
- 

6. Eduoation : a. H.B.A. (Major in Quant. Bus. Analysis, Business 
Eoonomica & Computer-based Information System), 

- 
Soh001 of Buainess, Indiana University, 
Indiana, U.S.A.--1971 

b. H.A. (Hathematiom)--First Class, First--2961 
University of Dhaka, Dhaka, Bangladesh 

c. 8.8. (Eoonomics & Hathematice)--1959 
University of Dhaka, Dhaka, Brangladeah -- 

7. Othep Training : 

a. Speoial atudy and research in TW--Total Quality Management 
at University of New Brunswick, Frederiokton, CANADA during 
Pall Semester 1992. 

I - 

b. Training in URIX, ORACLE 8 'C' at Bangladeah Computer 
Council, Dhaka, Bangladesh--1901. 

b. Special study and research in DSS--Decision Suport System & 
Computer-based Information Systems at School of Business, 
University of Wisconsin--Hilwaukee, Wiaconain, U.S.A. 
during Fall Semester 1986. 

c. PO-weeks Workshop on Development of Small Enterprise at 
Cranfield Institute of Technology, Cranfield, England 
during September--Rovember, 1978. 

d. Training of Trainers for Export Promotion at International 
Trade Center--1TC-UNCTAD/GATT, Geneva--November 1977. 

e. Training of Trainers for Export Promotion at International 
- Trade Center--1TC-UNCTAD/GATT, Geneva--July 1974. 

8. Language & Degree 
of proficiency: 

- Bengali - Mother Tongue - English - Excellent. 
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9. Hembershfpw : 

a. Fel low i Ex-Vioe-President,  Bangladeah Computer Souiety. 

b. Member, Brllngladeeh E ~ o n s m i s s  Aeeooia t ion ,  Dhaka. 

o .  Member & Chairman, Computer P r o f a e e i o n a l s '  Aeeooia t ion .  

d .  Member, Bturgladeeh Hathematioe Aeeooiat fon.  

10. EHPLOYHEHT RECORD : 

a. FROM JULY 1992 TO DATB 

POSITIOM HELD : PROPESSOH OF HANAGEHERT SCIENCE nrs 
I n s t i t u t e  of  Bua inees  M m i n i a t r a t i o n  
U n i v e r a i t y  o f  Dhaka. 

b. FROH DECEMBER 1977 TO JULY 1992 

POSITION HELD : ASSOCIATE PROFESSOR 
I n e t f t u t e  o f  Bua iness  Adminia t ra t ion  
U n i v e r a i t y  of Dhaka 

c. PROH FEBRUARY 1971 TO DECEHBER 1977 

POSITION HELD : ASSISTANT PROFESSOR 
I n s t i t u t e  of  Bus ines s  Admin i s t r a t i on  
U n i v e r a i t y  of Dhaka 

d. FROM FEBRUARY 1999 TO FEBRUARY 1971 

POSITION HELD : FORD FOUNDATION STUDY FBELOW (H.B.A.) a t  
School  af Business ,  I n d i a n a  U n i v e r s i t y ,  
I n d i a n a ,  U.S.A. 

e. FROH JANUARY 1964 TO FEBRUARY 1960 

POSITION HELD : LEC!CURER/SERIOB LECTURER, Degt. o f  Hathes .  
U n i v e r s i t y  o f  Dhaka, Dhaka. 

f . FROH AUGUST 1961 TO JBlriUARY 1964 

POSITION HELD : LECTURER i n  Mathematics, 
Dhaka Co l l ege ,  Dhaka & two o t h e r  C o l l e g e s .  
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11. SPECIALIZATION : 

a. Taaohina: Quantitative mothode, Operatione Reeearoh, 
HI.8, DSS, Computer Prosramming, Syetema Analysfo & Deeign, 
Simulation, Operationa Hanagomant, TQH, Hathenatioal and 
Boonometrio Modeling. 

b. ReaerrEo.h & -u_.:_ Operations Management, Export 
Promotion, Survey Reeearoh & Studkee, Brojeot  Evaluation, 
l i n a n o i a l  Analyeie, Planning Models-Boonometrio, Computer 
Symtem Analpaie and Deeign, Programming & Implementation 
of oomputer-baaed eyateaa.  

12. CONSULTANCY: (FROM 1988 TO DATE) 

a. Evaluation of inveotment p o r t f o l i o  of MXDAS--Maroh 1993-- 
Sponsored by USAID. 

b:Study of t he  Materials Hanagement 81 Logist ioa System of 
a l a rge  pharnaceutioal  manufacturing 8 d i s t r i b u t i o n  firm- 
Februaky--December 1902. Includea i d e n t i f i c a t i o n  of 
oomputer-based management oon t ro l  ayeterns r e l a t e d  t o  
t he  f i e l d .  

c. Study of t he  Services  Saotor i n  t he  Bangladesh Bconomy- 
--1990-91. Sponeored by ESCBP. 

d.  Market and Demand Study f o r  t ransformers and switch gea r s  
i n  Bangladesh--1988-89. Sponsored by a l a rge  mul t inat ional  
f i rm opera t ing i n  Bangladesh. 

13. CONSULTMCY: (  FRO^ 1973 TO 1987) 

a. Computer-based project-monitoring system f o r  t h e  UPE 
project--1985. Sponsored by UNESCO. 

b. P re - f ea s ib i l i t y  Study f o r  a computer system i n  t he  
Establishment Division--1982. Sponsored by World Bank. 

c: Three product-demand & supply s t u d i e s  f o r  Bxport Promotion 
Bureau--1979-81. Sponsored by ITC--UNCTAD/GATT, Geneva. 

d. Macro-modeling and ana lys i s  of 5-year 1880-85 Development 
Plan of Bangladesh. Sponsored by Planning Conmission-- 
Apr i l  1979 t o  January 1980. Computer s imulat ion done. 

e. Operations Hanagement S tud ies  on e igh t  Public  Sector  
i n d u s t r i a l  production units--1976-78. 
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E. Study of  Manpower U t i l i z a t i o n  i n  a B i g  g u b l i o  a s o t o r  
o r g a n i z a t i o n  w i th  ove r  2200 o f i i o e  workers .  Uaed 
a o t i v i t y  rompling and o,thap work a t u d y  tsahniqutbe 
and oonpute r  analyeia--1978.  

g .  Computerized loan-repayment monitorj .ng ayatem f o r  znn 
i n d u e t r i a l  development bank--1873-74. 

14. PUBLICATIONS: 

a. Eight t e x t  booka i n  q u m t i t a t i v o  methoda and oomputor 
p r o g r a m i n g  and Syetems Analya ia  8 Deaipn. 

b. E i g h t  a r t i o l e e  or; oomputer,  i n fo rma t ion  syetems and 
managsment p l a n i n g  8 a o n t r o l .  

( 8 .  Twenty r e e e a r o h  and s t u d y  r e g o r t e  and monographe. 

CERTIFICATION: 

I, t h e  unders igned ,  o e r t i f y  t h a t  t o  t h e  b e s t  o f  my knowledge 
and b e l i e f ,  t h e  above d e t a i l s  o o r r e o t l y  d e s c r i b e  myeelf ,  my 
q u a l i f i c a t i o n a  and expe r i enoe .  I unders tand  t h a t  any w i l f u l  
mis-s ta tement  d e s c r i b e d  h e r e i n  may lead t o  my d i s q u a l i . f i c a -  
t i o n  o r  d i s m i s s a l ,  i f  employed. 

4 . 
- '*--f 

,. (1 l ' ! j u -  

(ghalil& Rahman Khan) 
Res : 
18-6 P u l l a r  Road 
Dhaka-1000, BANGLmESH 

Phone : 880-2-508024 
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2. D a t m  of  B i r t h  I 2nd March, 1941 

3, M a i l i n g  Add r~se r  P ra f ra ro r  6 Direc tor  
I n s t i t u t a  o f  Businc~ss Admin is t ra t ion  
Un ive rs i t y  o f  Dhaka, Dhaka-1000,Bangladeah 

Phoness Ot~icua3Q~317,507Q30-Si/iOO, RE9.a 816272 

6 .  Educatiano a. Ph. D. (Finance L Publ ic P o l i c y ) ,  
Manchester Bueineea 3choo1, U.K., 1977 

b. M.B.A. (Major i n  Finance), School o f  Businerq, 
Indiana U n i v ~ r s i t y ,  Bloomington, U - 8  . A . ,  1?6b, 

c .  M. Com. ( w i t h  Ag r i cu l t u ra l  Econnmics as a 
spec ia l  papar), Rajshahi Un ive rs i t y ,  1963 

7. Uthor  T ra in ing  a 

I.. Computer Hodcalinq Spec ia l i s t  w i t h  Spread Sheet 
Programmes. LOTUS & IFPS AND BASIC. 

I 

2. E i g h t  weeks Tra in ing I n  the US Dept. o f  Commerce 
on Nat iona l  Income Accounting and Balance Sheet. 

3. Three months study i n  Canada on Entrepreneurship 
and Small Business Development . 

8 .  Language 8 Degree 
o f  p ro f i c iency :  

Bengali  - Mother Tongue, 
Engl ish - Exce l l en t  

Y. Membership o f  Prafessional  Soc ie t ies  : 

a. Treasurer, Dhaka Un ive rs i t y  Teachers Assoc ia t ion  
Execut ive Committee, 1991-92. 

b. Execut ive Secretary, Association o f  Management . 
Development I n s t i t u t i o n s  o f  Bangladesh (AMDIB) 

c. Vice-President,Investment Forum,Dhaka 

d. Founder Chairman, Centre f o r  Entrepreneurship 
& Small Business Development (CESBD),IPA 

e. Member, 1CNA Cauncil ,  1993 

10. Count r ies  o f  Mork .. . Bangladesh b. Canada c. U.K. 
Experience . 
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TYPLOYMENT RECORD r 

1 FROM SEPTEMBER 1987 TO DCSI'E 

POBITIQN HELD: PROFE880R OF FINhNCE 
Inst i tutrr of Buslncrrrrs Admin iw t ra t . to17  
U n l v r r a i t y  of Dhaka 

AND 
CONSULTANT t o  aavmral p r o j a c t a  a? QTZ,  ID€, BCEOM, MIBfiS, 
CIRDAP, M i n i s t r y  o f  Z n d u s t r i e s  (Qov t ,  o f  B a n p l a d c a h ) ,  Thm 
World Bank, Tha A s i a  F o u n d a t i o n ,  A D B ,  ILO,  UNDP, UNXCEF, 
a n d  O t h e r  N&tional  f i r m u .  

2 .  FROM JULY 1984 TO 'AUQUT,T 19197 

VIB IT INO PROFES80R I N  FINANCE 
F a c u l t y  of Pusinuass, MIJN, Newfoundland,  CANCIQA . 

FROM 1973 TO 1984 

POSITION WELD; ASSOCICITE PROFESSOR 
I n s t i t u t e  of Bus inas@. A d m i n i s t r a t i o n  
U n i v e r s i t y  of Dhaka 

FROM SEPTEMBER 1973 TO 1977 

POSITION HELD r ' ASSOCIATE PROFE930R' 
I n s t i t u t e  of B u s i n e s s  A d m i n i s t r a t i o n  
U n i v e a r s i t y  o f  Dhaka 

(ON STUDY LEAVE FOR Ph.D. PROGRaMME AT MANCHESTER 
BUSINESS.SCHOOL, U.K. ON FELLOWSIiIP) 

FROM SEPTEMBER 1969 TO NOVEMBER 1973 

POSITION HELD: 6SSIST6NT PROFESSOR 
Inst i tu te  of B u s i n e s s  A d m i n i s t r a t i o n  
U n i v e r s i t y  of Dhaka 

FROM SEPTEMBER 1967 TO AUGUST 1969 

POSITION HELD: SENIOR LECTURER ( A s s i s t a n t  P r o f e s s o r )  
Inst i tu te of B u s i n e s s  A d m i n i s t r a t i o n  
U n i v e r s i t y  of Dhaka 

(ON STUDY LEAVE RT INDIANA UNIVERSITY,USA TO STUDY MB4 
PROGRkMME UNDER FELLOWSHIP FROM THE FORD FOUNDATION).. 

FROK NOVEMBER 1963 TO AUGUST 1967 

POSITICN HELD: SENIOR LECTURER ( A s s i s t a n t  Professor) 
Depar tmen t  of Commerce 

' U n i v e r s i t y  of R a j s h a h i ,  R a j s h a h i  

WSH Page  2 UP 4 



12. ~PECIALIZPITIQN~ 

A .  Finslrrcial Uarragarnc~nt, Inveatmson t P lnaLys i~~.  
Managerial  Accounting, I n t e r n a t i o n a l  Finance, Capital 
dndgtating , Computer G a f  dwthra~l ll bAal C LOTUB 1-2-Z and IFPEI. 

0. C.aa~ F i n a n c i a l  Analyeis, Economic 84 
aatzial. Ana~lyoim~, Evialuiatfor'~ o f  Projacto,  F s r a s i b i l i t y  Gtrrdy, 
Rura l  Crmclit, 3mall & Cot tage  Industr ima Survay, 4ccount ing 
Elyerth~m Dass~ign and Manegomernt Control ,  8urvey on the  usa and 
impact  o f  tha treadltw pump t o r  manual i r r i g a t i o n ,  mtc. 

13. C0NGULTANC:Y I (FROM 1988 TU DATE) 

1. St rengthen ing  o f  I n s t i t u t i a n a l  framework f o r '  
res t r -uc  t u r i n g  Fub l  i c  Manuf ae tur ing  En te rp r i ses ,  
Minisbtry of I ndus t r ims /  Crown agent Senior Consu l tan t  
f o r  MI8 and reo rgan iza t i on ;  Junu - Saptmmber 1992. 

2. Canadian H igh  Commission Study on the  P o t e n t i a l s  o f  
Juinl: Vanture P r o j e c t s  by Canadian companies i n  
Bang:lades\h. ( J u l  y-August 1992) . 

3. 'S t ra i teg ic  P lann ing  f o r  Marketing the  Treadle Pump 
(Manual I r r i g a t i o n  Pump) w i t h  a P i l o t  C r e d i t  D e l i v e r y  
Proje!ct;  Sponsored by - I n t e r n a t i o n a l  Development 
En ter8pr iset  ' ( ID€) and SDC, 1990 ( O n  Going ) . 

4. E ~ a l u ~ a t i n g  t h e  t r a i n i n g  and tachn ica l  ass is tance o f  
t o u r  o rgan iza t i ons  engaged i n  ent rspreneurship % s m a l l  
8usinszss development i n  Bangladesh, 1991, Sponsored by 
The Wc~rld Bank, Dhaka. 

5. F i n a n c i a l  Ana lys i s  o f  Dhaka WAS4 - A f f o r d a b i l i t y  and 
T - r i f f  S t r u c t u r e  t o  Improve F inanc ia l  V i a b i l i t y  o f  
Dhaka WASA under an extended Investment Programme f o r  
Surfacs? Water Treatmant P l a n t  under a French P r o j e c t ,  
1991; Sponsored by BCEOM (French Co.) and E13C (Dhaka). 

6. A s tudy  on Dhaka Stock Exchanga, 1990-91; Sponsored by 
t h e  As ia  Foundation, Dhaka 

7. Managemwnt Problems w i t h  Reference t o  the P r i v a t e  
Sector i n  Bangladesh, 1989-90: Sponsored by GTZ and 
Pathmark Associates L imi ted .  

8. F e a s i S i l i t y  Studies an tiousi17g Finance Companies i n  t h e  
P r i v a t e  Sector, 1989-90; Sponsored by 0usj.ness :esearcR 
Associates,  MIDAS, GTZ and Pathmark Qssociates L im i ted .  

9 .  A s tudy  on S ick  I n d u s t r i e s  o f  Bangladesh, 1988; 
Spansored by M i n i s t r y  o f  I ndus t r i es ,  Government of 
Bangladesh. 



14. RECENT BUBLICAT~QNBa 

1. Cammsrcu Educatian i n  Bangledasha I ~ M  Prompactm L 
Problemsg Co l l ec t i an  a t  8ominar Papars publ ishad by the 
Bang l a d w h  Commerzs Education f iseociat ian $ Docambsr 
1992. 

2. fin sva lua t ian  o f  t ho  ontmrpriss dovslopmmnl p a l i c y  i n  
Bang1 adash and r a t i o n a l e  f o r  incraasing i n s t i  % u t i a n a l  
r uppo r t  f o r  Entrepreneurship and smal l  businass 
davelcrpmont; Journal of Buaincsss FI;. 'ministration, IBA 
(Forthcoming isaus, 1992). 

3. Formign Xnvaetmrnt in Bangladesh- St.511 a Miraga; The 
D a i l y  Star ,  February 1, 1992. 

4. Facts  on Bangladesh w i t h  Special H e f ~ r a n c e  t o  t b a  
Privatlr,  Sector; Journal  o f  Businesresi Admin is t ra t ia i r ,  
IBA, valume 16, No. 1 Q 2, h p r i l  1990. 

5 .  Budgat 1991: T rans i t i on  t o  Publ ic Accoun tab i l i t y ,  The 
Bangladash Timo; J u l y  3. 1991. 

6. The 1990 Nobel P r i t l a  Winnere.in Economics~ &I Note of 
Appreciat ion o f  t h w i r  contr ibut ions;  Socivenir I ss~ !e ,  
1Bfi A l u m n i  Day, 1.991. 

f 

15. BOOKS PUBLISHED: 

1. Accounting Methodology, Pr ices P o l i c y  and Corporate 
F i n a c r i a l  V i a b i l i t y ;  Published by IBA, 1985. 

2. Cottage I ndus t r i es  o f  'Bangladesh - P o t e n t i a l  f o r  
Development; Published by IBA, 1984 

-. a. J u t e  Production, Procurement and P r i c e  Support P o l i c y  
i n  Bangladesh; Published by IB4, 1984. Co-wr i ters a r e  
Professor  MuzaPfer Ahmad and Professor alimur Rahman. 

16. CERTIFICATION: 

I, t he  undersigned, ce r t iYy  that ,  t o  the bes t  my knowledge 8c 
& = l i e f ,  the  above d e t a i l s  c o r r e c t l y  descr ibe  myself,  my 
q u a l i f i c a t i o n s  and experience. I understand t h a t  any w i l l  
mis-statement described here in  may,  lead t o  mY 
d i s , q u a l i f i c a t i o n  o r  d ismissal ,  i f  employed. 
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