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CHAPTER ONE 

Introduction 

1.1 The Problem 

Banking system as a whole plays an important role in the economy of a country 

irrespective of its level of development. Bangladesh, one of the two poorest countries 

in the world, is no exception to this. It inherited a poor banking system in terms of 

liquidi ty, personnel, deposits, advances, discipline and banking network at the time 

of liberation. In the system, the branches of different categories of banks were mostly 

concentrated in urban areas and the banking business was dominated by the banks 

wi th headquarters in Pakistan. These banks mainly served their Pakistani masters 

who promoted and owned them. After the Liberation War, the Pakistani masters and 

personnel had to go. Their disappea rance posed a serious problem to bank 

ad ministration and management as well as to banking business both internally and 

internationally. There were not only gross imbalances between assets and liabilities 

but also grea t problems in reorganising the banking sector and leading it to d esired 

direction. In order to so lve these problems and a lso in pursuance of the government 

policy to contro l the banking sector, the local as well as Pakistani banks were 

nationalised and reorganised into distinc t banks incorporated in Bangladesh in terms 

of the Bangladesh Bank (Nationalisation) order, 1972 w hich was promulgated on 

March 26, 1972.The foreign banks wi th only a few urban branches were allowed to 

function as before.l 

The reorganised Pakistani commercial banks that were 10 in nu mber came to be 

known as Sona li Bank, Agrani Bank, Janata Bank and Rupali Bank. Two Bangladeshi 

Commercia l Banks namely the Eastern Mercanti le Bank Limited and the Eastern 

Banking Corporation Ltd., were named as Puba li Bank and Uttara Bank respectively . 

These two banks had, however, been transferred to private sector in 1982. The Uttara 

Bank Lld . emerged as a private sector Bank in September 1982. Origina lly this was 

Eastern Banking Corporation established in Janua ry 1965, which was nationalised in 

1972. It has a paid up capital of Tk. 9.25 crore. Pubali Bank is the successor bank to 

the former nationalised Pubali Bank and Easte rn Mercantile Bank Ltd. of pre

liberation period. Interna tional Finance and Inves tment Company Ltd., was formed 

as a public ltd . company in 1976. 49 % of the share was a llocated to the nationalised 
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banks and financial Institutions and the balance to the general public and foreign 

investors. Consequent upon Govt. d ecision to allow banks in the private sector IFIC 

was converted into Banking Company and named as International Finance and 

Investment and Commercial Bank Ltd. and started functioning with effec t from 24-6-

1983. Its paid up capital is Tk. 8 crore. United Commercial Bank Ltd., another private 

sector bank, was incorporated in June 26, 1986. The Paid up capital is Tk. 8 crore. The 

City Bank Ltd. was established in March 1986, having a paid up capital of Tk. 8 crore. 

The Na tional Bank Ltd. was es tablished in March 1986 with an authorised capital 

and Paid up capital of Tk. 10 crore and Tk. 8 crore respectively. Islami Bank 

Bangladesh Ltd. was incorpora ted in 13-3-1983 and it got permission to commence 

business with effect from 27-3-1986. This is the first interes t free Bank in South East 

Asia . All of its activities are run as per Islamic Shariah. The foreign sponsors are 

Kuwait Finance House, Islami Investment and Exchange Corporation, Q ater Bahrain 

Islamic Bank, Islamic Banking System Interna tional holding, Islamic Development 

Bank, Jeddah Jordan Islamic Bank etc. The authorised capita l of the bank is Tk. 50 

crore, paid up capital is Tk. 8 crore, subscribed being Tk. 7.95 crore2 

Arab Bangladesh Bank Ltd. commenced on April 12, 1982 to func ti on as private 

sec tor bank with an authorised capital of Tk. 20 crore. ow-a-davs, there are 27 PCBs 

in Bangladesh. The latest PCBs are Prime Bank, Dhaka Bank, Bank of Asia, One 

Bank, Al-Arafah Bank, Social Inves tment Bank & Mercantile Bank etc. 

1.2 Statement of the Problem 

Consumer credit scheme is an important development scheme m the Banking 

scenario of Bangladesh. In Bangladesh peo ple of limited income like the service 

holders face a great difficulty in improvi.ng their standard of living. Considering this, 

some private banks have started consumer credit scheme. ' The objectives of the 

scheme are as foll ows: 

(a) To help service holders engaged in different profess ions to collect their 

required ma terials . 

(b) To fac ilitate increasing standard of li ving of the service ho lders. 

(c) To develop. sav ings habit among the lower income group. 

(d) To play active role in the socio-economic d evelopment of the counhy 

(e) To popularise the scheme among the limited income group . 
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The scheme is open for the permanent officers and employees having age of upto 50 

years in any organisation like govt. and semi govt. or autonomous bodies like Bank 

and insurance companies, Army, Marine, Airforce, Bangladesh Rifles, Police and 

University, Govt. College, Govt. School and Madrasa teachers . Even the employees 

of private firms can have the facility through the recommendation of their respective 

Heads. The advances are made to purchase (a) freeze and deep freeze, (b) Radio, 

two-in-one, three in one, television, (c) motor cycle, bicycle and car, (d) air cooler, air 

conditioner, water cooler, (e) personal computer, type writer, camera, movie camera, 

(f) washing machine (g) furniture like khat, almirah, Sofa set, carpet, dressing table, 

ware-drop, showcase, sewing machine, oven, micro oven, blender, pressure cooker, 

toaster, dinner set, tea set, cutleries, crocakries e tc. photocopier, telephone, fax 

machine, cordless telephone. Internal P A BX system, gold ornament, ceiling fan, table 

fan, pedestal fan, small-size generator and o ther required items of any family. Loan 

for emergency medical h·ealment and marriage ceremony is also offered . 10% 

interest is charged . Once 1% service charge is collected which is paid to the 

supervising agent. 1% risk fund in case of housing appliances and 2% in case of car 

are to be paid. Supervision charge and Risk fund are collected from the borrowers at 

the time of disbursement of loan. The repayment of loa n is made on monthly basis. 

Instalment of loan star ts after the fo llowing month of loan disbursement, w hich is to 

be paid on the 1st week of the month . Every instalment is to be paid by cheque in the 

said bank. The borrowers are to give the promjse letter to the bank to pay the 

instalment in time. Personal guarantee in favour of the borrowers is to be given by 

another same level or more than that person. Guarantee is to be attested by 

appropriate authorities. One is to apply in particular form. The prescribed form is to 

be filled up by the applicant and it is to be recommended by the departmental head. 

Agent appointed by the bank on commission basis makes supervision of loan. The 

agent will select the customers, make overall supervision, and collect the instalment. 

Risk fund is to be crea ted by collection of 1% from the customers on total investment 

of bank w hen client fails to repay the instalment. Adjustmen t is made with the risk 

fund in case of priva te ca r and motor cycle. Wha tever amount is received on fully 

damage of car from insurance company , the balance is adjus ted with the risk fund . 

Balance of risk fund is spent for social schemes through socia l fund . The cl ient is to 

use the supplied items carefully . If there is any damage of the items due to 

negligence of the clients, he will be held respons ible for the losses. If the client fails to 
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pay three consecutive instalments the bank can take the item in its custody. Required 

license, registration, insurance cost will be borne by the client. Even the repairing 

expenses and maintenance expenses will also be borne by him. Without the consent 

of the bank no part of the items could be rented or transferred or surrendered to 

others. Bank's representative will supervise it from time to time. The loan facilities 

will be made available from the nearby branch of the clients. Change in address of 

the client must be communicated to the bank in time. Life span of investment for 

private car and motor cycle is four years and for others two years. Consumer's equity 

would be 40% in private car purchase and for others it would be 25%. Once the 

investment is fixed up or approved, the client is to deposit his equity to the bank and 

within seven days of equity deposit, bank will supply the materials to him. To ensure 

the ownership of the bank over the materials or item, all the purchase documents are 

made in the name of the bank and sticker of the bank will be affixed to the product. 

Once bank dues are clear, the ownership passes on to the client. 

Payment procedure shows that virtually in case of purchase of car, payment is made 

in 48 monthly equal instalments while in case of other products, 24 equal instalments 

are followed. The client authorises his employer to deduct the amount of instalment 

from the salary or other monthly benefits bill of the client. ln this context the 

employer issues the certificate for the same. In case of non-payment, dismissal and 

discharge or death of the client, the bank will collect the amount on the strength of 

the given power of the client and consent of the employer. -I 

Practically all the NCBs and PCBs have failed to have satisfactory return on 

industrial finance and agricultural finance due to heavy stuck up advances. There is 

better success in commercial financing. Success in consumer credit scheme is yet to 

be determined. Search for profitable use of bank's fund, ways for reducing stuck up 

advances, effectiveness of financial sector reforms, like lending risk analysis, 

classified advances, causes of industrial sickness and business failure are the major 

problems faced by the NCBs and PCBs. This encourages the researcher to go for such 

a study. 
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1.3 Objectives of the Study 

The broad purpose of the study is to investigate the detailed characteristics and 

effectiveness of consumer credit scheme of the commercial banks in Rajshahi 

Metropolitan area. The specific objectives among others, are as follows : 

(a) To find out the effectiveness of the various consumer credit schemes followed by 

the PCBs since inception. (b) To know the major factors leading to the ineffectiveness 

of the schemes, if any, during the period. (c) To know the socio-economic 

background of the borrowers and its impact on the managerial success of the PCBs. 

(e) To identify the limiting factors of utilizing the available funds of the PCBs. (f) To 

make a comparative analysis of the success of commercial banks in implementing 

different consumer credit schemes and the causes of variation, if any . 

1.4 Review of Existing Literature 

Like many other developing nations Bangladesh too started its financial sector 

reforms since early eighties of the last century as a part of liberalized policy. The 

impact of new economic policy has accelerated the pace of consumerism in 

Bangladesh. The reformed regime allowed Bangladesh adopt pro-trade growth 

strategy implying less restrictions on exports and imparts. This situation has, in fact, 

widened consumer choices. But salaried people in Bangladesh, excepting a few, are 

not in a position to purchase high-priced consumer durables like colour television, 

washing machine, refrigerator, computer, motor cycle, scooter~ car, furniture etc. 

Realising the necessity of demand for credit for purchasing consumer durables some 

Bangladeshi commercial banks (including one nationalised public sector bank) 

inh·oduced consumer credit scheme since mid 1990s. Bangladesh is pioneer in 

innovating Grameen bank concept in empowering the poor especially the women 

and many works have been done on Grameen Bank, but little has been done on this 

new field of research on consumer credit scheme in Bangladesh. In this section we 

would like to make a brief review of literature relevant for our study. 

Rakibuddin Ahmed's5, paper "Nationalised Commercial Banks in Bangladesh - An 

Analysis of their Operational and Functional Performances" (1996) attempts to 

review the operation of the NCBs during 1985-91. For this purpose, income, 

expenditure and net profit of the NCBs are taken into consideration. Besides, their 

(NCBs) role in total bank credit, deposit mobilisation and financing of economic 
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activities has also been examined. It concluded that despite constraints faced, the 

NCBs have to gear up their activities in order to earn more profit by reducing 

expenditure and increasing income. With their vast network of branches and huge 

staff it is quite possible for them to attract more deposits provided they improve the 

quality of service rendered by them. Besides, their role in financing agriculture, the 

mainstay of the economy need also to be expanded in greater socio-economic 

interest. 

Md. Nurul Alam & Sayeeda Bilquis Hasan' s6 article on "Default Culture in Banking 

Sector of Bangladesh" (1999) has shown that loan default in Bangladesh has mainly 

emanated from non-professional handling of assets both by the NCBs and the private 

sector banks. Public sector banks' credit was directed by the Government mostly for 

less financing of the public sector enterprises and on political consideration. On the 

other hand, private sector banks' lending was directed to satisfy sponsor directors' 

interests. Proper professional exercises were not in place in respect of disbursement, 

monitoring and supervision of credit. Bangladesh Bank's efforts to set the things on 

right track have met with limited success. The international standard of bank 

supervision as suggested by Financial Sector Reform Programme (FSRP) needs to be 

introduced in phases by allowing adequate time to adjust. All concerned should 

visualize that financial health of the banks should be kept intact through proper 

classification and provisioning. 

With the change of economic policy of Government and also the change of . . 

Government of Bangladesh in 1975, "Socialism," one of the state principles was 

replaced by "Social Welfare" and private sector once again gained momentum. As a 

result, the Uttara Bank and Pubali Bank were denationalised in 1983 and 1986 

respectively and a significant number of Private Commercial Banks (PCBs) were also 

established. In view of the fact, Md. Salim Uddin & S.M. Nasrul Quadir's (1998)7 

paper deals with comparative progress of UBL and PBL during the period after 

nationalisation and denationalisation. It is evident from this study that the sample 

banks show better performance during the period after denationalisation in terms of 

equity position, deposit mobilisation, loan and advances and investment of fund 

both in nominal and real terms compared to the period after nationalisation. On the 

other side both sample banks show more or less same performance during the period 
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after nationalisation in respect of profitability, liquidity and branch expansion 

compared to the period after denationalisation. 

There are three different categories of commercial banks in Bangladesh viz., 

Nationalised Commercial Banks (NCBs), Private Commercial Banks (PCBs) and 

Foreign Banks having different sizes, objectives and functional areas. In a paper 

(Rahaman, 1994)8 an attempt is made to show the trend of employees' productivity of 

NCBs and PCBs only using the same productivity indicators. Since the commercial 

banking system in Bangladesh is service oriented and labour-intensive, employee is 

the main input and therefore employee's productivity is the main measure of 

banking productivity. Employee's productivity has been calculated as output 

(Volume of Taka) per unit of input (Employee). It is observed that per employee 

deposit, advance and expenditure had almost an increasing trend in both NCBs and 

PCBs but per employee profit and investments showed zigzag h·end during the 

study period. In fact productivity in PCBs was much-higher than in the NCBs. 

Lending Risk Analysis (LRA) is a credit management and operational tool developed 

by Financia l Sector Reform Programme (FSRP) , which was launched by Bangladesh 

Government i.n 1990. The primary reason for innovating such a too l was to improve 

the quality of lending of the banks and thus to increase their operational efficiency 

towards achieving the goal of enduring economic development of the country . Md. 

M. Ahmad (1987)Y has made an attempt to identify the factor that plays a vital role in 

es timating the quality of bank's performance. That factor is credit man agement and 

credit is associated with a lot of risks . It a lso focuses on lending risks illuminating the 

reasons of advent of LRA, its purpose, area of concentration and the points to be 

pondered on while using LRA technique. LRA cannot be trea ted as the panacea for 

the bank's lending ills. It has a number of shortcomings inherited in it, particularly, 

in the perspective of existing socio-economic condition and financial milieu of the 

country. Still then there is no doubt that LRA has become one of the mos t important 

management and operational tools for effec tive management of credit to the banks of 

Bangladesh . Though use of LRA technique may not bring any dras tic and dramatic 

changes in the bank's efficiency towards achieving the goa l of successful 

management of credit portfolio to their satisfaction, but as the time goes by it is 

hoped that, LRA would prove itself to be an effective t ool fo r modera ting the risks 

related to extension of loan to the potential borrowers by the banks. 
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The profitability of both NCBs & PCBs has declined during the last few years. In this 

context a study on Cost Efficiency in Banks assumes greater significance (Saha, 

Rahman & Banerjee : 2000)1°. To fulfil this demand the relationship between costs 

and some functional indicators viz. deposit, funds, activities, total income etc. of 

various banks and the factors influencing the increase/ decrease thereof in order to 

determine the level of cost efficiency in case of NCBs might be due to the various 

directed credit programmes and social banking imposed on them. The authors 

commented that cost management practices presently being followed were yet to 

embrace an appropriate cost control mechanism which would facilitate a great deal 

of cost efficiency for the banks. Finally some suggestions were also given at the end 

of the paper for achieving cost efficiency in banks. 

Commercial banks play a very important role in the economic development of the 

country. In view of the recent structural changes in the economy of Bangladesh, 

Government laid much emphasis on the effectiveness of commercial banks. 

Development of large scale private commercial banks is of recent origin. There is 

hardly any study on assessing managerial effectiveness of private commercial banks. 

Bhuiyan (1995)11 reviews managerial effectiveness of private commercial banks in 

Bangladesh using time series data. Managerial effectiveness of private commercial 

banks has been assessed on the basis of selected effectiveness measures of two banks 

of the same nature and almost of the same size. As revealed by the study, both 

general and relative measures reflecting managerial effectiveness registered rising 

trends, while the inter-bank variations in general effectiveness measures were 

influenced by variations in deposit mobilization and effectiveness of branch 

operations. Effectiveness of branch operations measured in terms of deposit per 

branch was both influenced by branch expansion and employee's productivity. Inter

bank variations in effectiveness indicators of private commercial banks operating 

almost in the same environment are indicative of the scope of further increase in the 

level of effectiveness through innovative deposit mobilization programme combined 

with appropriate human resources development. 

S.A. Shakoor12 (1989) has measured productivity of commercial banks in Bangladesh. 

From the overall analysis and interpretation of quantitative and qualitative data, it 

could be concluded that productivity of NCBs in Bangladesh had an increasing trend 

during 1972-86. It declined a little during 1978 to 1980 with an improvement during 
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1981-82 but again deteriorated during 1983 to 1985 although there was an 

improvement during 1986. Agrani Bank had the highest level of productivity 

followed by SB, RB, JB respectively. The major factors deteriorating the same of 

NCBs are continuous increase in operational expenses, current expenses, 

establishment expenses, non-current expenses· etc. 

The major chunk of loans given by the banks has concentrated on trade, industry and 

agricultural sectors. The trading loans comprise loans taken for pursuing general 

business against pledge/ hypothecation of goods and foreign exchange transaction 

involving exports and imports. The industrial loan is given mainly for establishment 

of new industry and/ or meeting the working capital requirement for running the 

existing industry. The agricultural loan is meant for short-term period for raising 

crop or term loan for installation of farm equipments. The reasons for default (Khan, 

2000)13 in these sectors are varied in nature. The ideal situation is that 

trader/ industrialist/ farmer would draw loan from the bank, invest the same in 

productive purpose and repay the loan in agreed schedule from the surplus of 

earning. But things do not run that straight in Bangladesh. There is hardly any 

borrower repaying the bank dues without any persuasion. It has become the order of 

the day. 

There is plethora of reasons put forward by the defaulters to justify their failure to 

repay bank dues timely. While there are genuine cases of default arising due to some 

reason(s), the instances of wilful default are more in number. There are instances of 

industrial loan accounts where the bank owes millions of Taka, the industry did 

never come to commercial operation, the industrialist has deserted the industry and 

has been leaving in posh area in Dhaka city and the incumbent branch manager is 

fumbling for a way out by filing a case against the strength of mortgaged property 

valued at less than million Taka. In another instance, the bank owes another millions 

to a jute merchant who pledged jute stock were reportedly damaged in 1998 flood 

due to sheer negligence of both the bank and the party. The party is complacent that 

he has already drawn the money in excess of his entitlement through manipulation 

of pledged stock and the bank is satisfied that it had the document. Here again, the 

bank has no way out than filing a case. Who is loser in these instances and who is at 

fault? This is a common picture for hundreds of thousands of wilful default. 
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A study (Kalam, 1998)14 was to evaluate the lending operations of BASIC bank. To 

this end following areas came under the orbit of the study : (i) Main objectives and 

functions of BASIC Bank. (ii) Lending operations of the bank. (iii) Evaluation of 

lending performance. (iv) Identification of flows in lending operation, if any, and 

suggest remedial measures thereof. The study was limited to BASIC Bank only. It 

evaluated lending operations of the bank for a period of five years ranging from 1993 

to 1997. The study was based mainly of secondary data. Secondary data were 

relevant to growth, development, organisation & management of bank; lending 

operations and recovery of loan etc. these were collected on perusal of Annual 

Reports of the Bank, Resume of Financial Institutions & office records of the bank. 

However, primary data were also collected through free interview method. The 

author visited head office of BASIC in Dhaka and two branches of the bank in Dhaka 

and one in Chittagong and talked to the officials of the bank as to problems of 

lending, flows in loan operation, difficulties in recovery of the loan and suggested 

remedies thereof. Both descriptive and analytical methods were used to present the 

findings. Descriptive method was based as to growth and development of bank, 

organisation and management system, lending operations, problems and remedies. 

Analytical approach was based to evaluate lending performance. [n this case a 

number of variables were taken into consideration such as quantum and trend of 

loan, composition of loan portfolio, credit deposit ratio and elasticity there of, loans 

to total asset and loans to working fund and other related variables. Some simple 

statistical techniques like average, standard deviation, co-efficient of variation etc. 

were used to interpret lending performance. It is seen that development of small

scale industry is considered important in Bangladesh especially in the context of the 

vast population and capital scarcity. A number of agencies are working in this 

regard. Bank of Small Industries and Commerce is a financial institution set up to 

help the entrepreneurs and relevant line and small scale industries that are working. 

However, the lending operations seemed to suffer from a number of flows, which 

need to be addressed in proper perspective. 

The lending system is predominantly security oriented. Although there are 

provisions for supervision, yet it is reportedly inadequate. Provision for more and 

effective supervision may produce better performance and better utilization of 

resources. The loan deposit and loan asset ratio are found low. It is urgently required 

that the ratio be increased for the benefit of both the banks as to earning and 
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customer as the availability of more fund. Concerned authority may be given 

attention to this regard. 

Commercial banks as the most important functionary of the financial system play a 

dynamic role in the economic development of a nation through mobilization of 

savings and allocation of credit to productive sectors. However, directed and 

inefficient credit allocation by the commercial banks of Bangladesh in various 

economic sectors without adequate credit appraisal and monitoring, inter alia, 

ultimately led to the widespread loan delinquency, and deteriorating health of the 

entire financial system. Recently, an attempt has been made (Saha & Chowdhury, 

2000)15 to examine and evaluate the nature and extent of involvement of commercial 

banks in development financing in Bangladesh using different performance 

indicators like branch expansion, mobilization of savings, sectoral and regional 

distribution of advances, etc. in their noble effort of development financing, 

commercial banks are facing various problems such as mismatch of sources and uses 

of funds, extreme dependence on h·aditional collateral securities, politicization of 

credit delivery system, absence of sound legal system for recovery of loans, lack of 

government's extension facilities in the form of data base, investment counseling, 

appropriate technology, infrastructure, marketing of products, etc. However, they 

should increasingly involve themselves in development financing in order to gain 

long-term viability benefiting themselves as well as the economy, but that should not 

occur at the cost of viability of the total financial intermediation process. 

The financial sector in Bangladesh is smaller and less developed than that in most 

countries in South and East Asia. Despite recent modest gain in financial depth, the 

system remains shallow. While major policy reforms have been undertaken during 

the last few years including deregulation of interest rates, strengthening standards of 

loan classification and provisioning, elimination of Bangladesh Bank's control over 

most financial transactions and adoption of risk-based capital adequacy 

requirements, the financial sector continues to be severely underdeveloped and 

inefficient. The poor quality of intermediation of Bangladesh banks and the 

underdeveloped debt and equity markets are acting as a drag on economic growth 

(Nazrul, 1997)16. To avoid a painful crisis, a comprehensive and wide-ranging reform 

is indispensable. Implementation of reforms involves pain and costs. But experience 
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elsewhere in the world suggests that the longer the delay the greater the pain, 

sacrifice and costs. 

The PCBs in Bangladesh show better performance in the spheres of increased growth 

rate in profitability, deposit and mobilization and credit disbursement (Ahmed & 

Nizami, 2001)17. However, measured from the angle of stability, the deposit-lending 

performance of NCBs found better than PCBs. On the other hand, the NCBs 

performance is well in branch expansion. Some factors that influence the profit and 

employee performance include manpower expenses, deposit mix, ratio of advance to 

deposit along with optional credit mix. These explanatory variables seem to be 

favorable for the PCBs than NCBs. The governing situation of the NCBs and PCBs is 

different. The NCBs give greater emphasis on social obligation. Expansion of 

branches in rural and remote areas, advance to priority sector at low interest rate, etc, 

are some of the examples in this regard. Such roles of the NCBs contribute 

significantly toward social profitability. But the fact remains that there may be scope 

for enhanced profitability and better performance for the NCBs. On the other hand, 

the PCBs are mostly urban based. Their credit portfolio that loans and advances 

consist mainly of trade financing. These are the devices for the save and rapid 

turnover of the fund deployed contributing to increased profit. Further, wide inter

bank performance variation, both among the NCBs and the PCBs has also been 

observed. This may be attributed to size, operational policies, leadership dimensions 

of the management and the like. 

A study on profitability and productivity of commercial banks in Bangladesh 

(Abedin, 1994)18 it is clear that the overall productivity levels of the banks are not 

only low but also constantly declining. The continuations of this trend may lead to 

some sort of banking crisis in near future . So, serious efforts should be made to 

increase the profitability and productivity of the banks. With this end in view the 

following recommendations are offered to the respective authorities for their possible 

considerations : (i) The banks should be allowed to determine the rates of interests 

(except a few priority sectors) on deposits and advances. If the banks can rationally 

utilize this opportunity, they may be able to increase their profitability and 

productivity. (ii) Before every financial year begins, each bank should prepare its 

performance budget including its income and expenditure. Strict cost control 

measures are to be applied so that actual expenditure keeps pace with planned 
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expend iture. In no way, the growth rate of expenditure should be allowed to exceed 

the growth rate of income. The banks, which are making losses, mus t drastica lly 

curtail their expenditure heads on the one hand, and make best use of their 

manpower and resources for earning and raising incomes on other hand. 

A study (Choudhury, Islam & Choudhury, 1993)19 shows the performances of private 

comme r c ial banks vis-a-vis bankin g s ec tor a s a whol e. T h e r esults o f 

denationa lization and privatization in the banking sector of Bangladesh so far do not 

indica te clear-cut improvement in the efficiency of the banking sys tem. The efficiency 

of three d enationalized banks d eteriorated in all respects during las t 10 years. The 

performance of PCBs though at present better only in opera tiona l aspects compared 

to NCBs but lagging in allocative aspects in terms of putting less emphasis in the 

socia lly more d esirable sectors. The privatization and dena tiona lization process is 

also inducing NCBs to gradually w ithdraw from socially desirable sec tors in order to 

. improve their profitability. 

The financing procedure under the Small Loans Scheme of the Comm ercia l banks in 

Bangladesh (Bahar, 1992)20 is no t flexible enough, but thoughts are being given to 

make the procedure more flexible. Though 50 % and 25 % of the to tal Small Loans 

ta rgets were earmarked for small / cottage indush·ies and re ta il trade respec tively in 

principle, but 14% and 79% of to tal small loans were disbursed to them respectively. 

This might be due to the traditional attitude of the concerned bankers fo r prov id ing 

credit to the retail traders through easier procedures. Funds for Small Loans Scheme 

generally come from the deposit resources of the banks and refinance from the 

Bangladesh bank. But small enterprises which are financed by international agencies 

like IDA, receive the funds through the prescribed channels according to the terms 

and conditions of agreement. Then, they request the Bangladesh Bank for 

refinancing. The Bangladesh Bank refinances the participating bank afterwa rds and 

reques ts the IDA to reimburse it. Because of this round about process and resou rce 

constra ints, the participating bank cannot a lways enter tain all loan applications 

received from the 'would be' borrowers. The nationalized banks in Bangladesh have 

their own facilities fo r training in general banking. But training on various aspec ts of 

sma ll loans/ enterprises in these institutes is not of adequa te d etails a nd duration. 

The course materials d ea l mainly w ith the theore tical aspects of projec t selection, 

a ppraisa l, evaluation etc. without going deep into the prac tical procedures and 
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problems of sanction and recovery of loans in the remote areas. BSCIC also arranges 

some training facilities at the district level to make the small borrowers conscious 

about the need for timely repayment of loans. 

A study (Azad, 2000)21 analyses the impact of post reform regulatory framework and 

the efficiency of the restructured banking sector in terms of institutional deepening 

and financial intermediation, deposit mobilization and advance deployment, 

productivity and profitability, and the growth rate of the financial system. It also 

makes some policy recommendations in light of the findings of the review and 

analysis. 

Consumer credit plays a pivotal role in fulfilling consumer's aspirations in having 

high-priced durables. This sort of credit scheme, already familiar in the highly 

industrially developed countries, has been gaining importance in the developing 

world including Bangladesh. Md. Shihab Khan's (1994)22 study added a new 

dimension in the commercial banking in Bangladesh. This study actually helped 

formulating the consumer credit scheme in Bangladesh which was ultimately 

introduced since 1995-1996. Under this scheme the consumers in Bangladesh were 

allowed to get credit for the purchase of costly durable goods against no collateral 

security. Not only this, a down payment is made to create borrowers equity in it. The 

rest of the dues will be made on instalment basis. This system of credit delivery in 

the name of consumer credit scheme is very much popular in Bangladesh. This 

scheme, in effect has increased monetary savings, saved time of and ultimately 

helped formation of assets of the beneficiaries. 

1.5 Hypotheses to be Tested 

Consumers' credit programme of the commercial banks in Bangladesh is a recent 

phenomenon. The scheme was started in 1995. With the very short span of life 

consumer credit scheme has increased the profitability of commercial banks (private 

and nationalised) banks. In the course of our research investigation we have tested 

the following hypotheses. 

1. There are variations in consumer credit activities of the selected branches of the 

banks. 

2. There is a positive correlation among the socio-economic background of the 

borrowers and the consumer credit scheme of the selected banks. 
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3. There is variation in managerial performances of the selected commercial banks. 

4. There is a positive correlation between managerial efficiency and effectiveness of 

consumer credit scheme of the commercial banks. 

5. Trends in managerial performance of the sample banks are also satisfactory. 

1.6 Conceptual Framework 

Fund management is the major function of Nationalized Commercial Banks (NCBs) 

and Private Commercial Banks (PCBs) in Bangladesh. The concept of fund 

management refers to collection of deposits in various forms like current account, 

savings account and fixed account. Disbursement of loan may be short-term, mid

term, long-term and collection of receivable, payment of receivable, discount of bills 

and providing consumer credit to different client etc. The different concepts of fund 

management are described below: 

(a) Management Defined 

Management is the basic, integrating process of the business activity that surrounds 

our daily life. The need for management arises out of the scarcity of the resources, 

which go to satisfy human want. The success of man's quest for better living depends 

upon our understanding of how to develop and apply the skills of management. 

Since World War II there has been a phenomenal economic growth and 

industrialization all the world over. The period since Second World War has 

witnessed large scale production of economic goods through giant organisations, 

intensive competition, vast expansion of international trade, specialization, run for 

foreign markets' and other allied developments. All these have increased 

complexities in the management of business enterprises. The survival of the modem 

business essentially depends upon such factors as quality production, minimum 

possible cost, coherence with demand conditions etc., and all these, in tum, depend 

upon efficient management.23 

It is only logical to think that an efficient management cannot grow out of nothing. 

This calls for a comprehensive programme for training and development of 

management skills. It requires, among other things, the development of an 

educational system with universities and technical institutions of high standard, 
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wherein, prospective management personnel can acquire basic training. At the same 

time, there should be facilities for on the job training and development of managerial 

personnel. Every appropriate avenue for management training and development 

should be utilized be it the internal facilities of an organisation or the external 

institutions. These are the common means widely used by organisations for 

management development. And these traditional means definitely help in 

developing levels of knowledge and skill required by the managers in the 

performance of their day-to-day functions. 

But what has been observed by contemporary research is that these traditional means 

for training and development of management skill have failed to raise the 

management to the level necessary for optimum contribution. In other words, the 

traditional means could not remove the basic incongruence between the 

'management' and the 'organisation' and this has prevented 'optimum self 

actualization' on the part of both the organisation and the management.24 

Thus, of late, "a new approach" to management development (over and above the 

traditional means) is becoming increasingly interesting and popular. This is the 

'Motivational approach' to management development. 

(b) Development 

The term 'development' has a wider meaning in economics. We will use the term in 

relation to management i.e., in a much narrower sense. The word 'develop' means to 

unfold, to advance to a higher state of growth, to free from constraints. Development 

would then be reserved for those efforts which not only include technical skills -

vocational and non-specific but also those which encourage and improve the ability 

to teach and train one and others. It is aimed at the manager's whole personality and 

not only at their hands or brains. It is essentially creating the capacity to grow and to 

make others around him grow. A developed manager in other words continues to be 

a developing manager. 

Thus 'management development' refers to the development of people (working and 

potential executives), when management is conceived of as a leadership quality. But 

when management is thought of as a process entailing certain functions, it becomes 

difficult to define management development. The difficulty arises from the fact that 
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there are lots of differences of opinions on such issues like (a) what are the basic 

functions of management (b) what tools and techniques should be used for 

improving managerial performance and (c) what is the true aim of management. This 

means that for correct understanding of management development a study of the 

development of management thoughts i.e. a proper understanding of the meaning, 

philosophy, theories, approaches and systems of management is necessary.25 

But the problem lies in the fact that such things like, philosophy of management and 

the development of various theories of management are not subject to formal 

exercise of management development programmes. Development in these areas are 

either very sudden or the outcome of very long process. Truly speaking, these cannot 

be developed through any deliberate programme taken up for a specific purpose and 

tenable to a short period of time. In fact, such total view entailing philosophy, 

theories and approaches is better to be known as organisation rather than 

management. Here we need to be cautious in making a distinction between 

organisation development and management development. Organisation 

development is a much broader term than management development. Organisation 

is composed of many sub-systems of which management may be the most important 

system, but it is only a tool of organisation development and a planned change to 

improve the effectiveness of the organisation. 

It is however relevant to mention here that for better effectiveness of management 

development programmes a clear understanding of the entire system of organisation 

along with the philosophy, theories and approaches is relevant and sometimes 

critical. 

To consider management development as development of people might be too 

narrow a definition but to consider management development in the sense of 

organisation development is also not appropriate. Thus management development 

which is basically development of people (working and potential executives), also 

includes the development of institutions- methods, procedures and systems capable 

of keeping pace with continuously changing, environment within and outside the 

organisations. Bettignies has defined management development as "the attempt to 

improve managerial effectiveness through a planned and deliberate learning process. 
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the achievement of organisational goals and strategies. It however needs to be 

mentioned here that management development is an operational function in an 

organisation rather than a discrete academic discipline. Further, management 

development can mean something very different in different organisations and it is 

necessary for any organisation to understand the particular approach and priorities 

for management relative to its own needs. Handy has suggested that although there 

are number of alternatives to management development, but the most appropriate 

one shall be determined by the culture of the particular organisation concerned.26 

(c) Why Management Development 

Systematic development of managerial talent is one of the primary tasks of any 

organisation for its own survival in an increasingly changing environment. Thus 

management development is a necessary requirement for the long term success of 

organisation. Management development is a must because the environment in which 

managers work does not remain static, rather it changes. It is necessary that the 

managers should understand the significance of these changes and alter their 

methods and practices accordingly management development should help managers 

to recognise and adapt to change. However, the significant changes which make 

major impact on managers include the following : (i) Technological changes, which 

frequently require changes in strategies, structure, and management styles and 

practices. (ii) Changes in the availability and sources of raw materials, which may 

cause managers to be less consumer or marketing oriented and more procurement 

oriented. (iii) Changes in public attitudes and demands which are creating public 

oriented managers . (iv) Changes in strategies and organisational structures, which 

require different managerial skills. (v) Changes in employees value, life styles, and 

education levels, which call for different ways of leading and motivating employees. 

Again, management development programmes are expected to do a lot in improving 

managerial efficiency. In a survey Crotty identified the following major reasons for 

the use of management development programmes. : (i) Management development 

programmes broaden the manager's vision and understanding. (ii) They provide the 

manager with the latest information on business theory and practice. (iii) They 

stimulate a more creative and innovative approach to problem solving and decision 

making. (iv) They give the manager the opportunity to discuss ideas and problems 
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with their business people. (v) They allow the manager to reflect upon and assess his 

or her career development and work role.27 

(d) Components of Management Development 

Right perception, commendable technical skill and problem solving capability are 

three important qualities which make a manager successful in his/her job. To 

enhance perceptual, technical and problem-solving competence of working and 

potential executives is regarded as the h·ue aims of management development. Thus 

'perceptual capability', 'technical capability' and 'problem-solving capability' are the 

basic components of any management development programme. 

It is however relevant to mention here that all these three areas are not equally 

accessible for development. So far as technical capability is concerned a reasonably 

high degree of ability can be taught to people of certain intellectual level and practice 

certainly improves this ability. Further, reasonably satisfactory teaching and training 

techniques are available in this area. But in other two areas viz., perceptual and 

problem solving areas, one is not sure of teaching successfully or even of what 

exactly to teach. 

(e) Qualities of Bank Management 

Conceptually speaking perception is the understanding of a person about an object 

or reactions in a particular situation. To the perceiver his own perception is his 

subjective reality. It is to this reality that he responds, it is on this reality that he 

builds a vision of hope and achievement and brings to hear all his other capabilities. 

However perception forms a grey area in human psychology which is not amenable 

to precise or total manipulation and appears to be a distinct individualistic element 

and thus two managers are inherently unequal in this respect. 

Nevertheless, a manager's perception can be recognised by others and guided and 

influenced to some extent. In fact, shaping of manager's perception is fundamental to 

any successful management development programme. Perception has however both 

bias and content, the former depending essentially on one's technical capability in 

analysing and understanding the environmental stimulus. 28 The environment 

radiates information about itself which has to be picked up by suitably devised 
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techniques evolved through-solving. This 'picked-up' information is then interpreted 

and converted into perception through the value system. 

It is the technical knowledge and skill of doing things. As far as the technical 

capability is concerned, adequate means are available for imparting knowledge and 

skills in the various functional areas including inter disciplinary areas like 

Operations Research. There are however, some problems connected with such 

expertise. These are (a) a tendency to isolate one functional area and project it as the 

most important form of expertise relevant to the organisation (b) a general lack of 

awareness or appreciation of the concept total management among functional 

specialists (c) inter-functional rivalry (d) futile controversies about generalists and 

technicians resulting partly from (b) above (e) failure to provide technologists the 

necessary psychological and physical incentives (f) the absence of a system to review 

not merely the current appropriateness and upto-datedness of functional expertise 

but its obsolescence potential vis-a-vis the changing needs of the organisation. 

However from the point of view of management development, what we need is to 

ensure that functional expertise is (1) sound, upto-date and receptive; (2) based on 

the big picture of management and aware of its own role in this picture; and (3) 

embedded in the social context so that at every step it is creative of human welfare 

and not merely of new knowledge and power. 

A manager confronts a host of problems in the discharge of his responsibilities. The 

success of manager is in fact depends on how many and how efficiently the manager 

can handle or solve such problems. The problems might be in the areas of 

production, finance, marketing and personnel, but personnel management 

particularly motivating people is the main problem rather major task of 

management. In fact perceptual skill and motivational skill from the electrodes of the 

managerial current which activates the whole process of management. Thus 

developing a manager involves influencing his perception of the opportunity for self 

development and motivating him to evaluate the opportunity. A psychologically and 

physically supportive and secure environment encourage him to evaluate this 

opportunity optimistically and learning behaviour results . Continued support to the 

learning process results in a success experience which is the source of all permanent 

learning. Thus, while motivation provides the right attitude and learning experience 

provides the necessary knowledge and skill, success experience reinforces and fixes 
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all the three leading to a state of development. The most sacred of all management 

responsibilities is therefore, the providing of success experience to one's subordinates 

by building on their strengths and protecting their weaknesses. 

(f) Effectiveness and Efficiency 

Effectiveness usually refers to the degree of goal achievement. The term 

effectiveness, however, connotes different things to different people. Different 

writers like Cambell, Steers, Webb, Van de Van have identified different criteria to 

measure managerial effectiveness. According to Van de Van, "three criteria or 

categories of performance appear appropriate for the comparative study of 

organisational performance over time: Productivity, employee morale and 

effectiveness. Until now there has not been any consensus on indicators to measure 

each of the said aspects. Bhattacharjee identified as many as five groups of 

productivity indicators for commercial banks and each of these reflects a specific 

aspect of productivity of commercia l banks. In view of the large number of 

productivity measures used in measuring productivity of commercial banks, there 

remains the problem of subjectivity in selection of productivity indicators. Similar 

problems arise in measuring morale of employees. There was, however, a general 

tendency on the part of personnel and industrial psychologists to accept as "ultimate 

criteria" of organisational accomplishment of its various missions and the success of 

the organisation in maintaining or expanding itself. Laxmi Narain analyzed the 

performance of public enterprises basing on 14 indicators reflecting the rates of 

growth of items like net worth, various types of assets, profits, etc. and also used 

indicators reflecting financial ratios. Sobhan and Ahmed used va lue added, capacity 

utilization, sales and profitability and production trends in evaluating the 

performance of nationalized industries in Bangladesh . While assessing the efficiency 

and profitability of enterprises Habibullah used as many as 11 financial ratios. In 

evaluating the performance of NCBs in Bangladesh, Bhattacharjee identified five sets 

of indicators, viz. genera l banking business including net profit, social profitability 

measures, employee and branch performance measures and commercial profitability 

measures. There is also the practice of evaluating the performance of enterprises 

based on profit criterion. As viewed by some experts, al though profit and 

profitability indicators cannot be construed as the single important group of 

indicators justifying the operational e ffectiveness of NCBs, they cannot be ignored 
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altogether in assessing performance. Taking into account the phenomenon of earning 

profit being one of the major objectives of private commercial banks, managerial 

effectiveness of private commercial banks for the purpose of analysis has been 

deemed to encapsulate productivity, general business and income generation. Social 

aspect has also been taken into account.29 

Effectiveness measures of commercial banks may broadly be divided into two 

groups: general measures and relative measures for the purpose of analysis . General 

indicators reflect operational success measured in terms of volume. General 

measures include deposit mobilization, total business, gross income and 

employment generation. Relative measures refer to operational success attained by 

branches and employees in selected measures of effectiveness. Relative measures of 

effectiveness include deposit per employee, deposit per branch, gross income per 

employee, gross income per branch, total business per employee and total business 

per branch. 

(g) Concept of Profitability 

The term profit originated when the business was necessarily run by small-sized 

enterprises of household character, and it was possible to pin down the result of each 

transaction through a profit and loss account. Accounting profits are taken to be 

those derived after having matched the revenues with costs. This refers to the 

amount earned by an enterprise from operations in the course of a period of time, 

normally a year after all expenses relating there to have been made good. Practically 

accounting profits are the residue left after charging against the value of good and 

services (output) the cost of all those goods and services (inputs) which have helped 

in earning it. 

The economic concept of profit is based on the present value of future cash flows . It 

is a valuation concept measuring the accretion of wealth in terms of changes in the 

market value of the firm. It is recognised as the increment to or decrement from the 

value of ownership claims plans and non-wage distributions to owners during the 

year. 

The most widely quoted definition in this connection is that of Hicks who states "The 

purpose of income calculations in practical affairs is to give people an indication of 
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the amount which they can consume without impoverishing themselves". This 

elegant statement though made in relation to the individual applies equally to the 

firm. Alexandar adopted this concept to the Corporation and described profit as the 

maximum amount that could be distributed as dividends to shareholders during a 

period without any contraction of resources. The firm should be as well off at the end 

of the period as at the beginning. The basic difference between these two income 

concepts lies in the accountant's attachment to realisation as the test of income 

determination as against the economist's emphasis on changes during the period in 

the discounted value of future earnings. 30 

However the nationalised banks have to conduct in such a manner as to ensure fair 

level of commercial profitability. The Report of the Banking Commission, states that 

"The nationalized banks are not run with the object of earning maximum profits as 

they have to have their due contribution towards the fulfilment of the economic and 

social objectives laid down by the authorities . This does not mean that there should 

not be any profit motive at all. 

(h) Operational Efficiency 

In any manufacturing industry, the operational efficiency can be practised at various 

stages of decision making. The amount of inputs, the methods of production process, 

the level of output, inventory holding, price changes, marketing etc. are important 

matters. 

There are considerable differences of opinion about the criteria by which the 

efficiency and the health of the banking industry can be assessed. Is it the level of 

deposits i.e., deposits mobilised or the level of advances i.e., physical growth of 

banking, or the level of capital and reserves i.e., capital adequacy, or simply, the 

profits i.e. commercial profitability? Other indicators, in addition to the traditional 

ones, are the number of rural branches opened, the level of advances to the priority 

and the hitherto neglected sectors, etc. these can be grouped as measures of social 

profitability which is an important yardstick to measure the success of the banking 

system. 31 

Profitability is important for the public sector banks as for any commercial 

enterprise. It is true that these banks have been nationalised with the additional 
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object of taking care of many neglected areas of operations in the banking sector such 

as rural branches, agricultural loans of commercial rates, priority sector loans etc. 

These exercises are bound to be less profitable in the initial stage. 

(i) The Concept of Social Obligations 

The word "responsibility" means the human sense of answerableness for all acts of 

thought and conduct. It originates from the word "obligation" that comes from the 

Latin word 'obligare' which is defined a "Some thing that one is bound to do or 

forebear: and imperative duty obligations necessary for the attainment of social 

objectives are called social obligations". The sense of answerableness towards society 

is called "Social Responsibility of Business". The origin of the concept of "Social 

obligations" can be traced from the very birth of human civilisation and the 

beginning of family relationships. Man from his very birth was burdened with 

certain obligations towards parents and towards the society. Even in the family able 

members used to work not only for the absolute benefit of themselves, but for the 

overall interest of the household. However, social obligations of business were not 

prominent earlier as business had no inherent tendencies of disorderliness in society. 

The state was all powerful and prominent and hence certain obligations were 

assigned to it so as to ensure the welfare of society. The regulation and control of 

business was a part of its duty but with the change in economic conditions business 

gained power and created distortions in society. Consequently business was 

expected to operate in itself in the larger interest of society and hence, the former as a 

part of its obligatory duty owned certain obligations towards the latter. Thus, the 

concept has gained prominence only recently. 

(j) Credit Analysis 

Factors Considered in Credit Analysis 

Credit arises because of man's faith in man. For years credit men have referred to the 

three Cs of credit-character, capacity, and capital. To these three over the years have 

been added collateral and finally conditions, making five Cs in all. In recent years 

many have reduced these five factors to three the personal factor and the economic 

factors. One of the criticisms of this classification is that it departs from the usual 
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classification with which most people are familiar, and secondly that it lacks the 

rhythm of the five Cs which conh'ibutes to the case of money. 

Capacity to Borrow 

Since banks are interested in the return of the funds loaned to borrowers at the 

maturity of the loan, they are not only interested in the borrower's ability to repay 

but also his authority to borrow. Loans, therefore, are made only to those borrowers 

who have the legal authority to enter into legal conh'act. Individuals who are of legal 

age and who have the legal capacity to enter into conh·act may borrow from banks. 

The real test is, therefore, the determination of whether or not a partnership buys and 

sells for a profit. This distinction has also accepted in general by the Uniform 

Partnership Act which has been adopted by most states. As a means of protecting 

themselves against the risk of a partnership not having the authority to borrow, 

banks usually request the partnership which is applying for a loan to provide the 

bank with a resolution signed by all of the partners setting for the partnership's 

borrowing authority and designed the person or persons who '"'ill negotiate for all 

loans and sign notes and loan agreements for the partnership. :'12 

The term character refers to the ethical terms honesty, integrity, indush'y, 

trustworthiness, and morality that are accepted by most people as being desirable 

attributes in a human being. People who possess these qualities are said to be "good". 

Those who lack these ath'ibutes are less acceptable to society, character is not only 

the most difficult factor to measure by credit men, since it possesses no unit for 

measurement, but is also the most difficult to explain. Character, as it applies to 

credit relationships, seems to have a more narrow meaning than the term has when it 

is applied to society as a whole. The broad social concept seems to include all those 

moral qualities, which identify an individual. Credit character, on the other hand, 

includes those qualities of an individual, that causes him to want and to intend to 

pay an obligation. It would include those qualities that cause a person to want to do 

the right thing. Since society considers the repayment of obligations as a desirable 

traits, this quality is considered a part of character. 

Credit character also applies to Governments and nations. In the purchase of bonds 

issued by a government, for example, the attitude of the people toward taxation and 
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debt repayment is very important. Like corporations, Government reflects the 

attitude and moral faith of the people. Some Government and nations have seen fit to 

repudiate debts that have been contracted. Character, as it applies to the extension of 

credit is applicable to all loans required. 

We rely on history to a great extent to measure credit character and accept the off 

quoted biblical Pharisee "by their fruits" we shall know them. We do not stop with an 

interpretation of history to project it into the future. The loss ratio suffered by 

creditors is in part due either to misinterpretation, projection or a combination of 

both. 

Ability to Create Income 

The ability to create income is Synonymous with capacity. It means the ability to 

meet the obligation when it comes due and stems from the power, ability or capacity 

of the borrower, whether individual, business or government, to create a flow of 

income sufficient in amount to pay the obligation. Credit character is a desirable 

attribute and is based on debt repayment, but there must also be an ability to obtain 

funds with which to make payment. Debts are pad from three acceptable source i.e. 

from income, sale of asset or borrowings or funds from another source. The loan 

could be repaid by the sale of the security for the loan by the creditor, but that is the 

sale of an asset. Banks in general, do not !ely on this method of repayment since it 

may be expensive, time consuming, and may detract from a good public relations 

programmes. 

(k) Financial Analysis as a Criterion of Evaluation 

Financial analysis is one amongst the many criteria of appraising a proposal or 

project, others being technical, commercial, economical and managerial. The 

feasibility of a project is examined from all these different standpoints. If financial 

analysis is concerned only with capitalisation schemes and sources of financing, rt 

would amount to little more than tinkering with the problem. It must examine the 

commercial profitability, economic marketability and managerial capability behind 

the particular project. The strict financing pattern along would hardly give the 

banker any clues about the ability of the concern to generate profits and command 

liquid resources. A concern might have been started with a satisfactory leverage and 



Introduction 27 

working capital position, it cannot be sustained for long unless it has a ready market 

to absorb its products. If the sponsors of a project are not themselves competent to 

implement it, they would depend upon some consultants indigenous or foreign. If 

the dependence for civil and mechanical work on contractors and collaborators is 

total, the project is said to be implemented on a "turnkey" basis. And despite the 

availability of an extensive market, the business can flourish only when the unit 

selling-price banks a reasonable margin over costs, which in turn is possible when it 

is managed by a professionally qualified forward looking team of persons. The 

whole thing is, therefore knit together excepting the technical aspect, which forms a 

study by itself, no other parameter can be studied in isolation, and it is indeed 

difficult to identify as to which shares the major burden. The safeguard to be applied 

is that the techniques of financial analysis should be applied only after a preliminary 

study has revealed that the proposal is technically viable. This avoids the infractions 

labour and time that might be spent on examining those projects which later turn out 

to be technologically shaky. The usefulness of this technical feasibility valuation is 

the decision about location, that fits in with the availability of cost and quality of raw 

materials, water, power, transport, skilled and unskilled labour and other offsite 

facilities. Then there are the questions of the economic size of plant, the methods of 

production and the scale of production, the product mix, the procurement of plant 

and machinery, the project implementation schedule and the like. The Banker can 

consult the "Data Banks" if it exits, which is a specialized agency for collecting and 

analysing the material on the technical know how available in the country and 

abroad. 33 

(1) The Techniques of Financial Analysis 

The technique that dominated the scene of financial analysis for over a century has 

been that of accounting ratios, for many an analyst the two were synonymous terms. 

Ratio was the sort of shotgun, which according to them could be usefully employed 

anywhere for appraising a business. But not now, and as a matter of fact, ratios have 

come to be thrown more and more into the rear. A newer and more powerful set of 

technique has been evolved over the years, especially by the practitioner of financial 

management. In this attempt to find the figures and to secure from them the utmost 

insight, he has begun employing a services of tools of financia l planning and control. 

Bankers who might have developed their own pet devices in the past could hardly 
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afford to lay behind, now it is usual to find them successfully experimenting with 

almost all of them. Be it a commercial or a development Bank, each is seen trying to 

read through them whatever it can about the future functioning of the concern. The 

present day kit of these techniques consists of : (i) Ratio analysis (ii) Fund flow 

analysis (iii) Projected cash analysis (iv) Break even analysis (v) Discounted cash flow 

and (vi) Proforma statements. 

(m) Productivity Indicators4t 

As discussed earlier productivity is the ratio of output in relation to inputs engaged 

during particular period of time. The identification of the same differs from industry 

to industry. In case of Banking Industry, following are the selected indicators of 

general productivity and profitability : (i) Deposit per employee (ii) Advances per 

employee (iii) Income per employee (iv) Spread per employee (v) Expenditure per 

employee (vi) Establishment expenses per employee (vii) Expenditure per branch 

(viii) Establishment expenses per branch (ix) Advances per branch (x) Deposit per 

branch (xi) Income per branch (xii) Spread per branch (xiii) Ratio of working funds to 

establishment expenses (xiv) Ratio of deposits to cash balances. 

The selected indicators of productivity with respect to special social objectives are : 

(i) Proportion of rural and semi-urban branches to the total branches (ii) Ratio of 

rural and semi-urban branch deposits to total deposits. (iii) Ratio of savings and term 

deposits in rural and semi-urban areas to total savings and term deposits (iv) Ratio of 

number of accounts of savings and term deposits in rural and semi-urban areas to 

total number of accounts of savings and term deposits. 

In addition to the above, the sectoral objectives productivity indicators are as follows : 

(i) Ratio of advances to priority sectprs to total advances. (ii) Ratio of agricultural 

advances (direct) to total advances. (ii) Ratio of advances to small-scale industries to 

total advances. (iii) Ratio of advances to other priority sectors to total advances. 

(iv) Ratio of agricultural advances (direct) less than Tk. 100 agriculture, advances. 

Selected indicators for profitability are : (i) Ratio of investment income to net income. 

(ii) Ratio of net profits to net income. (iii) Ratio of net income to working funds. (iv) 

Ratio of net income to establishment expenses. 34 
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(n) Meaning of Risk 

While the banks assume the role of financial intermediation and perform the 

different functions, they have to accept and manage different kinds of risks. Risk can 

be defined as danger, volatility of outcome or simply uncertainty. Risk is not simply 

the incidence of adverse outcomes. Unpredictable favourable outcomes are also a 

form of risk. Opportunity losses can be as important as actual losses. Forgoing a 

positive net present value investment conceptually is just as significant as the cost of 

negative present value decision. When wealth maximisation is the objective, selling 

an assets too soon may be as costly as holding it too long. In capital markets the bank 

interacts with owners and lenders. In the product markets it interacts with customers 

and suppliers. These risks could be grouped into : (i) Product market related risks 

and (ii) Capital market related risks. 

Product market decisions relate to the operating revenues and expenses of the firm; 

those decisions that impact the operating portion of the profit and loss statement. 

They include decisions about prices, marketing, operating system, labour costs, 

technology, quality, channels of distribution and strategic focus. Product market 

risks pertains to the risks inherent in the operating side of a financial services firm. 35 

Capital market decisions relate to the financing and financial support of product 

activities. They relate most directly to the balance sheet of the firm. The result of 

product market decisions must be compared to the required returns that result from 

capital market decisions to determine if management is creating or destroying value. 

If product market returns exceed capital costs, then positive value is being created 

for the owners. If product market returns do not meet capital market standards then 

value is being eroded or destroyed. 

Product market risks relate to variations m the operating cash flows of the firm. 

Capital market risks relate to variations in value associated with different financing 

instruments and required rates of returns in the economy. The risks associated with 

both the categories have symbiotic relationship. The product market risks can affect 

capital market - required rates of return. Similarly capital market decision affects the 

risk tolerance of product market decision. 
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The new risks of doing business in financial services were frequently non-traditional 

in nature. Interest rate changes - not traditional credit risk - eroded asset values. 

International business and international expansion caused huge losses for firms that 

had not been accustomed to these risks. Computer systems replaced manual systems 

and complicated the audit trail of many h·ansactions. Regulatory changes rearranged 

the profitability of many traditional financial services franchises. 

The entire philosophy of risk management requires rethinking and restructuring. 

In both capital markets and product markets the financial institution functions 

within legal and regulatory constraints that limit its risk management alternatives. 

Risk Management or Risk A voidance 

While the risk itself is ultimately unavoidable, the border of the risk and its costs are 

both manageable and transferable. 

Financial innovation has been more concerned with risk reduction than any other 

subj ect. Derivatives are thus capital markets way of moving risk around SWAPS, 

OPTIONS, FUTURES - all attempts to h·ansfer risk much the way an insurance 

company can pass off its risks through reinsurance. With the possibility of managing 

risk near zero, the challenge becomes not how much risk can be removed, but rather 

how much risk should be removed. 

The business of financial services is the business of bearing risk for a price. Without 

risk in the product markets and capital markets of financial institutions, there is 

much less reason for their existence. 

World have been less complicated and management less complex, if all risks were 

shifted away through hedging or maturity matching of assets and liabilities in the 

capital markets. But an essential part of intermediation function is to bear some 

appropriate amount of risk. This is the level of risk, that does not jeopardize liquidi ty 

and solvency. In turn, the acceptable level of risk is the maximum amount that can be 

compensa ted without jeopardizing the bank's exis tence. Any risk which 

compronuses the existence of the firm cam1ot be adequately compensa ted smce 

compensa tion cam1ot be realised by a bank that is not in business. ~6 
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It is probably impossible to accurately estimate the excess and survival threatening 

risk borne by the financial institutions. Risk does not disappear upon transfer to 

other parties. Precisely because risk can be significant. Since the most efficient bearer 

determines the price of risk the strategic act of risk management is to identify those 

institutions best positioned to accept risk. 

Along with revenue maximization and operational cost minimization risk 

management has moved to centre stage in defining superior performance. 

Differences in risk management philosophy and technique can produce prosperity, 

mediocrity or failure. 

Declining to accept transaction where the risk is significant or transferring the risk at 

whatsoever cost can compromise the institutions' value through excessive risk 

avoidance. Placing the firms at the appropriate point between excessive risk 

acceptance and avoidance will separate the winners from losers in the years ahead. 

Assuming and managing risk is the essence of business decision making. Investing a 

new technology, hiring a new employee, choosing funding plan or launching a 

marketing campaign are all decisions with uncertain outcomes. Risk is unavoidable 

as long as we do not know what the future brings. As a result, all management 

decisions are choices of how much risk to take and how to manage those risks. 

1.7 Methodology of the Study 

This covers sample size, nature and sources of data, preparation of the interview 

schedules and data analysis technique. 

Sample size 

This study includes ten commercial banks of which special attention has been given 

on the analysis of four banks viz., Islami Bank, Prime bank, national Bank and 

Mercantile Bank located in Rajshahi metropolitan area. Then a list of 204 beneficiaries 

was selected randomly for detailed investigation. Data of consumer credit 

programme of whole Bangladesh are also gathered. For this we rely on both 

secondary and primary sources data. 
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Nature and sources of data 

This study is based on both primary and secondary data. Primary data are the 

unpublished official records and statements of the private commercial banks 

information gathered from the beneficiaries etc. The secondary data are the 

publications of the private commercial banks and Bangladesh Bank, Ministry of 

Finance, Ministry of Planning etc. 

Preparation of interview schedule 

The researcher has used three sets of interview schedules. One set is for the clients, 

one set for the bank manager and another set for the executives of the PCBs. For 

ensuring the coverage and appropriateness of the interview schedule preliminary 

discussion was made with the executives of Prime Bank Ltd., Rajshahi. Necessary 

changes were made accordingly. 

Technique of Analysis 

(i) In the first place, characteristics of the consumer credit schemes have been 

highlighted. (ii) Performance of the schemes have been analyzed through inserting 

the volume of loan given, nature of recovery, overdues and outstanding, default in 

instalment payment etc. (iii) Socio-economic background of the borrowers have been 

presented highlighted the age, education, sex, income, family composition and 

parental background of the borrowers. (iv) Modus operandi 1.e., process and 

procedures of lending, its feasibility and weakness are judged taking the opinions of 

the bank executives and the borrowers. (v) Opinions of the borrowers are analyzed in 

relation to the practical benefits and limitations of various schemes. (vi) Inter bank 

variations if any, are also judged along with the causes there on. (vii) Over all 

managerial performance of the selected banks are also analyzed through selected 

variables like rate of interest, target in deposit, achievement, customers services 

given etc. (viii) Statistical techniques such as Mean Values, Standard Deviation, 

Multiple Correlation, Multiple Regression, T-Test, F-Test, A:--..JOVA are followed to 

test the five statistical hypotheses as mentioned earlier. 
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Statistical Tools Employed 

In order to analyze and interpret the data obtained from the annual reports of the 

Sample banks and the data collected by interviewing the borrowers, different 

statistical tools and techniques are used in this study. Different statistical tools, which 

have been used in this study, have been presented below. The statistical techniques 

used are as follows : 

Mean 

The most popular and widely used measure for representing the entire data by one is 

mean value, what most laymen call an 'average' and what the statisticians call the 

arithmetic mean. The mean value is obtained by adding together all the observations 

and by dividing this total by the number of observations. The arithmetic mean, often 

simply referred to as mean, is the total of the values of a set of observations divided 

by their total number of observations. It is calculated by applying the formula. 

x = z=x 
N 

Where, X = Arithmetic Mean, :LX = Value of observations and N=Number of o bse rvations 

Standard Deviation 

It is by far the most important and widely used measure for the study of dispersion. 

It satisfies most of the properties of a good measure of dispersion. Standard 

deviation is also known as the root-mean square d eviation . The square of the 

standard deviation is called the variance. It is conventionally symbolized by 8 

(sigma) . The formula for standard d eviation for ungrouped and grouped data by 

direct and short cut methods are given below: 

Where, 8 =Standard deviation, A = Mid-value of class interval, 

X= The individual value, n =Number of observation . 
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For frequency distribution with unequal size class internal the formula by short-cut 

method is given bellow: 

Where, A= Assumed mean, f =Class frequency, x =Mid- value, n =Total frequency. 

Co-efficient of variation 

It is one of the important relative m easures of dispersion . Symbolically, 

5 
C.V. = -x 100 

X 

Where,C.V = Co-efficient of variation, 8 =Standard deviation, x = Mean value 

Standard Error of Estimate 

The standard error of estimate, measures the variabili ty or scatter, of the observed 

va lues around the regression line. The equation of standard error is given below: 

s," J(Y-Y)' 
n-2 

Where, Y =Values of dependent va riable, Y = Es timated values from the 

estimating equation that correspond to each Y va lues. n = Number of data points 

used to fit the regression line. 

Analysis of Variance 

ANOV A is a tes t for the significance of the differences among more than two sample 

means. It is able to make inferences about whether the samples are drawn from 

populations having the sa me mean. Ana lys is of va riance (ANOV A) has always been 

playing a vital role in the field of empirica l resea rch where the abili ty to examine the 

effects of many different variables. 

F = The variance among the sample means= S1
c 

The variances within the samples S2
2 

t-Test 

It is the technique to tes t the hypotheses about the mean of a normal population 

whose standard d ev iation is unknown. 
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X-JL 
t=--

se 
Where, X = Population mean, ).1 =Sample mean, Se =Standard error of the mean 

Correlation 

To evaluate the inter-relationship between various variables under the study 

Correlation Coefficient has been used. The formula used to calculate the correlation 

coefficient of any two variables is: 

R = Cov (x,y) / Ncrx crx 

Where, 

R =Correlation co-efficient, Cov(x,y) = Co-vatiance of x, y, 

crx = Standard deviation of x, crx = Number of Pairs of Observations 

Simple Regression 

In the regression analysis, when the relationship is constructed among one 

independent variable and one dependent variable, then the relationship is called 

simple regression equation. Sometime, simple regression is used to find out linear 

growth rate of different variables. The equation applied to find out the linear growth 

rate is as follows: 

Y =a+ bX 

Where, 

Y =Dependent Variable, X= Time, a= Constant and b =Growth Rate 

Multiple Regression Equation 

In order to estimate the degree and extent of linear relationship between a dependent 

variable and the number of independent variables, multiple linear regression 

equation is used. In our study, multiple regression equation is used to find out 

degree and extent of relationship of one variable with respect to other variables. The 

following is the multiple regression equation, which is used to determine the 

relationships: 



Y; =a+ (31X1 + ~2X2 + . . ... ......... + ~nXn + J..l 

Where, 

Y; =Dependent Variables X;= Independent Variables. 

Where I= 1 .... n indicating different socio-economic variables, 

X; .... Xn =Various variables are used as independent variables. 

a =Constant (Intercept) . 

(31 .... (3n= Coefficient of respective variables. 
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The multiple regression equation used to find out the degree and extent of 

relationship among different variables is as follows: 

Where, 
\ 

Y =Dependent Variable, X1 .. .. Xz =Different independent variables. 

a= Constant, b1, bz =Beta values (degree of relationship) . 

The overall variance and regression coefficients calculated using the above equation 

are tested w ith student 't' values and the goodness of fit of the estimated equation is 

worked out w ith the help of R2 and Adjusted - R2 and its signjficant leve l is tested 

with 'F' ratios. 

1.8 Expected Contribution 

The present study on consumer credit programme has been a newer concept added 

into the activities of commercial banks in Bangladesh. Little work has so far been 

done on this particular aspect of commercial banking. In view of limited availability 

of resea rch materials we are bound to be specific to study the socio-economic impact 

of consumer credit programme of some selected commercial banks in Bangladesh 

w ith specia l reference to Rajshahi metropolitan area. 

1.9 Chapter Design 

The proposed thesis has been consti tuted with six chapters . Chapter one covers the 

introd uction, sta temen t of the problems, objectives, literature review, hypo theses of the study, 

ra tionale of the study, conceptual framework, methodology, limitations of the study and 

chapter design. The second chapter deals only with the modus operandi of consumer credit 

programme. The third chapter covers the profile of the study area . Chapter four analyses 

consumer credit programme. The fifth chap ter includes the impact assess ment of the scheme. 

Conclusions and recommendations are made in the last chapter. 
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CHAPTER 1WO 

Modus Operandi of the Programme 

2.1 Introduction 

Commercial banks in Bangladesh compete with other financial insti tutions that offer 

some of the same services. Along with other banks and financia l institutions 

Bangladeshi Commercial banks compete with banks for consumer loans. Consumer 

credit is a medium term loans to the public fo r the purchase of goods. Consumer 

credit has a different system of operation compared to conventional lending. This 

credit can be managed by third parties and the risk can be minimized by spreading 

the risks among many customers and via light control in assessment and monitoring. 

Grameen Bank experience has encouraged commercial banks to initiate consumer 

credit programme. In this chapter our main objective is to analyse the mode of 

operations of the consumer credit scheme introduced by the commercial banks of 

Bangladesh. 

2.2 Characteristic of Consumer Loans 

By large, consumer loans are regarded by bankers as p rofitable credi ts with "sticky" 

interest rates. That is, they are typica lly priced well above the cost of funding them, 

but their contract interest rates usually don' t change with market conditions during 

the life of the loan as do interest rates on most business loans today. This means that 

consumer loans are exposed to interest rate risk if the bank's funding cost rises high 

enough. However, consumer loans are usua lly priced so high (i.e., with a sufficiently 

large risk premium built into the loan rate) that market interest rates on bank 

borrowings and defau lt rates on the loans themselves would have to rise 

substantially before most consumer credits would become unprofitable. 1 

Why are interest rates so high on most consumer loa ns7 One key reason is revealed 

by the Functional Cos t Analysis (FCA) programme conduc ted annua lly by the 

Federal Reserve banks. This cos t accounting system suggests that consumer loans 

are among the most costly and most risky to make per dollar o f loanable funds of 

any of the loans that banks grant to their customers. Consumer loans a lso tend to be 

cyclically sensitive. They rise in periods of economic expansion when consumers are 
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generally more optimistic about the future. On the other hand, when the economy 

turns down into a recession, many individuals and families become more pessimistic 

about the future, particularly when they see growing unemployment, and reduce 

their bank borrowings accordingly. 

Moreover, consumers seem to be relatively unresponsive to changes in interest rates 

when they go out to borrow money. Household borrowings appear to be relatively 

interest inelastic: consumers are more concerned about the size of monthly payments 

required by a loan agreement than the interest rate charged (though, obviously, the 

contract interest rate on a loan influences the size of required loan payments). While 

the level of the interest rate is often not a significant conscious factor among 

household borrowers, both education and income level do materially influence 

consumers' use of credit. Individuals with higher income tend to borrow more in 

total and relative to the size of their annual incomes. Those households in which the 

head of the household or the principal breadwinner has more years of formal 

education also tend to borrow more heavily relative to their level of income. For 

these individuals and families, borrowing is viewed more as a tool to achieve a 

desired s tandard of living rather than as a safety net to be used only in serious 

emergencies. 

2.3 Evaluation of Consumer Loan Application 

Character and Purpose 

The key factors in analysing any consumer loan application are the character of the 

borrower and the borrower's ability to pay. The loan officer must be assured that the 

borrowing customer fells a keen sense of moral responsibility to repay a loan fully 

and on time. The borrower's income level and valuable assets (such as holdings of 

securities or savings deposits) must be sufficient to reassure the loan officer that the 

customer has the ability to repay the loan with a comfortable margin for safety. For 

this reason, a consumer loan officer nearly always cheeks with the national or 

regional credit bureau concerning the customer's credit history. These institutions 

hold files on most individuals who at one time or another have borrowed money, 

indicating their record of repayment and credit rating. 2 

Often the fundamental character of the borrower is revealed in the purpose of the 

loan request. The loan officer must ask: has the customer clearly stated what he or 
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she plans to do with the money? Is the stated purpose of the loan consistent with the 

bank's written loan policy? Is there evidence of a sincere intention to repay any funds 

borrowed? Some senior loan officers often counsel new loan officers to take the extra 

time to visit with each customer, because such conversations often reveal flaws in 

character and sincerity that have a direct bearing on the likelihood of loan 

repayment. Frequently, experienced loan officer fills out the loan application rather 

than letting the borrowing customer do it alone. By asking the customer pertinent 

financial questions the application is being filled out. A skilled lender often can make 

a better call off whether the customer's loan request meets the bank's quality 

standards. The customer's spoken answers may be far more revealing about 

character and sincerity of purpose than anything typed in a computer file . 

Particularly larger institutions, to spend less time with the customer Information 

gathering and loan evaluation increasingly are being turned over to computer 

programmes. The result is that many consumer loan officers today know very little 

about the personality and character traits of their customers beyond the information 

called for on a credit application, which may be faxed or telephoned in or sent via 

computer to the bank. 

In the case of a borrower without a credit record or with a poor track record of 

repaying loan, a cosigner may be requested to support repayment. Technically, if the 

borrower defaults on a cosigned loan agreement. The cosigner is obligated to make 

good on the loan. However, many bankers regard a cosigner mainly as a 

psychological device to encourage repayment of the loan, rather than as a real 

alternative source of security. The borrower may feel a stronger moral obligation to 

repay the loan knowing the cosigner's credit rating also is on the line. But bankers 

often hesitate to pursue a cosigner vigorously, because this can mean the loss of all 

the cosigner's banking business and perhaps the accounts of other sympathetic 

customers as well. 

Income Levels 

Consumer loan officers consider both the size and stability of an individual's income 

important. They generally prefer the customer to report net salary or take-home pay 

as opposed to gross salary, and will often check with the customer's employer to 

verify the accuracy of customer-supplied income figures, length of employment, 

residence address, and social security number. 
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Deposit Balance 

An indirect measure of income size and stability is the daily average deposit balance 

maintained by the customer, which the loan officer normally will verify with the 

bank involved. In most states, a bank is granted the right of offset against the 

customer's deposit as additional protection against the risks of consumer lending. 

This right permits the bank to call a loan that is in default and seize any checking or 

savings deposits the customer may hold with the bank in order to recover its funds. 

However, the customer normally must be notified at least 10 days in advance before 

this right is exercised, which can result in funds disappearing before the bank can 

recover any portion of its loan. 

Employment and Residential Stability 

Among the many factors considered by experienced consumer loan officers is 

duration of employment. Most lenders are not likely to grant a sizable loan to 

someone who has held his or her present job for only a few months. Length of 

residence is also frequently analyzed because the longer a person stays at one 

address, the more stable his or her personal situa tion is presumed to be. Frequent 

changes of address are a strong negative factor in deciding whether to grant a bank 

loan.3 

Pyramiding of Debt 

Consumer loan officers are especially sensitive to evidence that debt is piling up 

relative to a consumer's monthly or annual income. Pyramiding of debt- where the 

individual draws credit at one lending institution to pay another - is frowned upon 

by most bank loan officers, as are high or growing credit ca rd balances and frequent 

returned checks drawn against the customer's deposit account. These items are 

viewed as indicators of the customer's money management skills Customers lacking 

these basic skills may be unable to avoid taking on too much debt and thereby get 

themselves in serious trouble with the bank. 

How to Qualify for a Consumer Loan 

Are there ways to improve one's chances of getting a bank loan ? One positive factor 

is home ownership or for that matter ownership of any form of rea l property such as 

land or building. Even if such property is not posted as co llateral behind a loan it 
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conveys the impression of stability and good money managem ent skills. Having a 

telephone is also important as a sign of stability and a low-cost way for the bank's 

collections department to contact the borrower in case of trouble. Another positive 

factor is maintaining strong deposi t balances with the bank. Not only do above 

average deposit levels suggest a financially disciplined individual determined to 

meet his or her obligations . But also the bank can profitably use those deposits to 

fund other loans. 

The most important thing to do, however, is to answer all the loan officer's questions 

truthfully. Consumer loan officers look for inconsistencies on a loan application as a 

sign the borrower is untruthful or, a t best, forgetful. For example, a Social Security or 

personal ID number often reveals what geographic area a personal history as 

indicated on the loan application? Are the borrower and his or her employer located 

a t the addresses indica ted? Is the amount reported as take-home pay or annual 

income the same as what the employer reports? Has the custom er reported all debts 

outstanding or d oes a credit check reveal many unreported obliga tions the customer 

has forgotten or simply walked away from?o~ 

2.4 The Challenge of Consumer Lending 

Consumer loans are not easy to evaluate. For one thing, it is often easier for 

individuals to conceal pertinent information bearing on the pay out of a loan (such as 

their health or future employment prospects) than for most businesses (whose loan 

applications are frequently accompanied by audited financial statements). Moreover, 

a business firm can more easily adjus t to ill health, injury or financial setbacks than 

can individuals and families indeed the default rate on consumer loans usually is 

several times higher than that for many types of commercia l loans. The key features 

of consumer loans that help the loan officer hold down potential losses are tha t most 

are sm all in denomination and are often secured by marketable collateral such as an 

automobile. The loan officer can experience a substantia lly greater number of loan 

defa ults in the consumer credi t field than in virtually any other type of lending. 

Consumer credit scheme of the commercial banks has increased socio-economic 

impact on the branch development and standard of living of the borrowers I clients 

in the form of increasing savings, earnings of interest, cos t sav ings, reduced cost of 

living, better attitude of life, family peace and sa tisfaction, red ucing frustration and 
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developing harmonious in relation between the banks and the borrowers no idea of 

stuck up advance is found here. Borrowers are achieving enough to repay their 

instalments with great zeal and care. Although branch-wise variations are found in 

disbursement, recovery, yet most of the borrowers are very regular in adjusting their 

dues in time through cost savings, interest savings, productive uses of loan and more 

concentration.5 We may cite below a short sketch of some of the leading commercial 

banks operating in Bangladesh. 

1. Sonali Bank 

The largest nationalised commercial bank of the country Sonali Bank was founded in 

1972 with a paid-up capital of Tk. 20 million only. Mean while, both paid up capital 

and reserves of the bank have increased impressively. These two stood at Tk. 3272 

million and 2136 million respectively as at the close of 2001. Total assets of the bank 

stood at Tk.253872 million. The bank having the largest network of 1291 branches 

had a deposit and credit base of Tk.210.45 billion and Tk. 141.916 billion respectively. 

Sonali Bank had 25753 employees. The bank, in addition to its normal day-to-day 

banking, also conducts treasury functions on behalf of the Bangladesh Bank where it 

does not have any office. 

2. J anata Bank 

The second largest nationalised commercial Bank Janata Bank having a country wide 

. network of . 900 ·branches was established under the 'Bangladesh Banks 

(Nationalization) Order- 1972' with a paid-up capital of Tk. 15 million only. Its paid 

up capital and reserves have increased to Tk. 2594 million and Tk. 539 million 

respectively as at the year-end, 2001. Total assets of the bank stood at Tk. 151862 

million as on end December, 2001 . Number of employees including officers working 

in 900 branches and Head Office stood at 16692 as on end December. 2001 . 

3. Agrani Bank 

Established under the same nationalization Order, Agrani Bank started its operations 

in 1972 with a paid up capital of Tk. 10 million only. Equally strong like other 

nationalised banks, more particularly Janata Bank, this bank had a paid up capital 

and reserves of Tk. 2484 million and Tk. 822 million only as on end- December, 2001 . 

Its total assets stood at Tk. 131068 million. The bank had a deposit and credit base of 
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Tk. 106713 million and Tk. 80016 million respectively as on the same date. Number of 

branches and employees including officers stood at 903 respectively. 

4 Islami Bank Bangladesh Limited 

It was established in 1983 with an authorized capital of Tk. 50 million. Its paid up 

capital stood at Tk. 7.5 million in 1984. 35 entrepreneurs out of whom 2 are 

Bangladeshis founded I.B.B.L. The bank had a deposit and credit base of Tk. 43936 

million and Tk. 35819 million respectively as on end-March, 2002. I.B.B.L. operated 

through 121 branches with a total manpower of 3120. 

5 Oriental Bank Bangladesh Limited 

Jointly sponsored by the Dallah Al-Baraqua Group of Saudi Arabia, Islami 

Development Bank and Bangladeshi entrepreneurs, Al-Baraka Bank Bangladesh 

Limited was established in 1987. The bank's majority shares have, however, been 

taken over by the investors of Hongkong in 2002. The new name of the Bank is 

'Oriental Bank Limited'. It had a deposit and credit base of Tk. 12778 million and Tk. 

9187 million respectively as on end March, 2002. The bank operated through 34 

branches with a total of 633 employees. 

6 Al-Arafah Islami Bank Limited 

Solely the Bangladeshi sponsors founded the third Islami Bank of the country.:. Al

Arafah Islami Bank Limited - in 1995. It had a deposit and credit base of Tk. 7712 

million and Tk. 5083 mmion respectively as on March 31, 2002. On the same date, the 

bank had 40 branches and 741 employees. 

7 Social Investment Bank Limited 

Founded in 1995 having sponsors from both Bangladesh and abroad, Social 

Investment Bank Limited is described by its sponsors as a different type of bank 

having three sector approach, namely, objective of serving:(a) Formal, (B) Informal 

and (c) Voluntary sectors. The sponsors suggest that the bank is both Islamic 

participatory commercial bank and informal banking for the poor, the bank had a 

paid up capital of Tk. 260 million as on end -December, 2001. Total deposit and 

credit of the bank stood at Tk. 10569 million and 5499 million respectively. The bank 

operated through 17 branches with 361 officers and employees. 
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2.5 Modus Operandi of Different Banks 

Consumer credit programme is an excellent service towards the consumers. NCBs & 

PCBs are engaged in all these activities. Modus operandi of som e of banks operating 

in Banglad esh are given below: 

1. Oriental bank Bangladesh Ltd. (Private Sector) 

Objectives 

The main objects of the consumer service under this bank scheme are as fo llows: (i) 

To help the professionals and small holders of limited income group. (ii) To make 

them aware of m od ern technological development and develop their standard of 

living. (iii) To increase the efficiency of the family members. (iv) To develop their 

savings habit. (v) To constitute socio-economic d evelopment of the counh-y. Major 

items of products included in the scheme are as under: (i) Mo tor cycle, television, 

VCR, VCP, ratio, cassette and recorder. (ii) Refrigerator, dee p freeze, washing 

machine, sewing machine. (iii) Air conditions, wa ter cooler, w ater heater, water 

pump and generator. (iv) Personal computer, UPS, prin ter and type w riter. (v) 

Ce llular phone, camera, movie camera, photo copier, fax machine . (vi) Ceiling 

pa tental, table fan, familiar over, blender, micro woven, toas ter, pressu re, cooker e tc. 

Medical instrument for . 

Consumers eligible for this scheme are : 

(i) Service holders engaged in government, semi-government, autonomous 

organiza tions; (ii) Persons engaged in bank, insurance and financial insti tutions. (iii) 

Military, BDR, Police, Ansar, VDP and o ther shareholders. (iv) Teachers of 

university, college and schools and madrasha. (v) Officers, engaged in multina tional 

companies. (vi) Doctors, engineers, lawyers, architects, chartered accountants, cos t 

and management accounts. All officers and em ployees of the respecti ve banks . 

Ma turi ty of [nves trnent are of the fo llow in g types : (i) one year (equal monthly 

instalment); (ii) two year (equal monthl y ins ta lment); (iii) th ree year (equal month ly 

instalmen t); 
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Mode of Investment : Bai - Muazzal or sales under deferred payment 

In this type of investment mode, bank procures goods at the request of the client and 

sells the same to him on credit with profit. As soon as the transaction takes place the 

possession and ownership of the commodity passes to the client. To ensure timely 

payment the bank takes collateral security of a value higher than the price of the 

commodity the client is required to pay the price to the bank at some specified future 

date. On default, the bank can realize the same by selling the mortgaged property.6 

Client Equity: Minimum 15% of the invoice value of the product must be paid by 

the client before distribution of product, if necessa ry he can ra ise the share of equity . 

Distribution of Application Form and Its Acceptance 

Forms are distributed on payment of Tk. 20. Form register is maintained showing the 

name and address of the client. After filling up the applica tion forms, following 

papers are submitted with the applicant form : (i) Two copies of Photo attes ted by 

the guarantor. (ii) Income certificate given by the concerned employer. (iii) In case of 

professionals class one gazetted officer or any S.P.O. of am· commercial bank can 

give the income certificate. 

Inspection and Verification: After receipt of the application branch authority/ any 

responsible officer will verify the accuracy of the given information and present his 

recommenda tion with signa ture. 

Approval : Branch manager can exerc1se his full power in case of credit 

disbursement. He will be responsible of the same according to the recommendation 

of the verifying officer. Right person is selected before loan disbursement, so that 

there is no problem of recovery. Branch authority issues a sanction le tter, client used 

to accept the same. 

Security Aspect : The client will prepare the necessa ry charge documents and give 

the cheque in advance aga inst instalment. A letter of undertaking to pay monthly 

instalment is to be g iven . 

Insurance policy against the purchase of goods is the main security of this project. In 

case of motor car loan, the case is regis tered in both the names of the client and the 
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bank necessary insurance policy is made by the client and renews the documents of 

insurance from time to time. 

After adjustment of bank credit, it is given to the client. Every loan is granted by 

third party. In case of self-employed client, savings certificate, bank insurance, 

guarantee or any other cash collateral of equal amount can be taken. If any third 

party gives cash collateral, in that case third party guarantee is collected. 

2. Prime Bank Ltd. (Private Sector): 

The maximum amount of loan, down payment, and the duration of credit periods 

are given below in table 2.1 

Table - 2.1 : Amount Credit and Duration 

Commodities 
Credit limit Own deposit Rate 

Duration 
(lac.) (%) ('Yo) 

New car, station wagon and 
3.00 30 4 4 years 

microbus 
Recondition car, station wagon & 

3.00 50 4 3 years 
microbus 
Motor cycle 1.00 30 4 2 years 
Baby taxi I auto tempo 1.00 20 4 2 years 
Photo copier 1.00 40 4 1 years 
Other 1.00 20 2 2 years 

Source : Official Record 

Payment System : (i) Bank loan should be repaid in monthly instalments including 

interest. (ii) 1st instalment should at the next month of taking loan. (iii) The 

consumers will submit their cheque book to the bank for every instalment, before 

supplying the goods. (iv) Every instalment should be paid within the 1st month of 

every month. 

Deposit : (i) The consumer will bear all the incidental expenses. (ii) The consumer 

will submit security bond to the bank. (iii) Expenses like licence fee, registration fee, 

insurance are borne by the consumer. (iv) The consumer will bear the cost of goods I 

repairing and maintenance. (v) Consumer will use the goods carefully and bank will 

not be liable for any accidental loss of goods. (vi) The consumer will personally use 

the goods. (vii) The consumer will inform his residential address if he changes it. 
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Amount of Instalment and Duration 

The instalment will be 50% of basic salary of consumer. Expected instalment and 

equity are given below: 

Table - 2.2 : Expected Instalment and Equity 

Goods 
Maximum instalment Equity rate of 

Duration 
amount (net) consumer 

Motor car 3.00 lac. 50% 3 years 
PC type, camera, photo 

1.00 lac. 30% 1 years 
copier 
Ornaments 0.50 lac. 50% 2 years 
Furniture and house 

0.75lac. 25% 2 years 
hold goods 

Source : Official Record. 

Payment System : (i) Consumers will repay the credit in equal instalment (principal 

plus profit current). (ii) Instalment should be deposited in the 151 week of each month 

after having the goods. (iii) Monthly instalment may be realized in the following 

ways: (a) consumers are to repay his instalment by deducting his salary. (b) Bank 

may realize instalment by using the cheque book of consumer. In other cases, the 

bank can realize its advance from the salary or any other financial service of 

consumer.7 

System of Investment Distribution : (i) Bank will supply the desired goods to 

consumer w ithin 7 days of payment of equity of consumers. (ii) Bank will be the 

owner of goods when the consumer meet up the total amount of credit. 

Deposit : (i) Consumer will pay all the incidental changes of having credit. (ii) 

Consumer will sign in which he/ she argued that he /she w ill repay the credit 

regularly. (iii) The grantor will be the same h·ader / employee or the office authority. 

(iv) In the case of car or motor cycle, the consumer gives something as security which 

economic value will be equal to the va lue of car or motor cycle . In this case fo llowing 

items to be deposited w ith the bank (a) Land I building mortgage; or (b) ICB Unit 

Certificate/ Bangladesh banks certificate/ defense savings bond I FOR/ share etc. 

Procedure of Application : (i) Consumer must apply in the prescribed form (ii) 

Application must be approved by the deparhnental head. (iii) Bank will realize 2% as 

clerical expenses. This is called supervision charge. (iv) Consumer will d eposit 2% in 
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case of motor cycle, car, photo copiers, and 4% in case of ornaments with equity. This 

deposit comes under risk fund . 

3. Social Investment Bank Ltd. (Private Sector) 

Duration of loan ranges between two to four years. In case of private car and motor 

cycle the maximum time period is four for years and for other purpose is two years. 

Investment Procedure 

Private car, motor cycle purchases, other by Muazzal (credit sale) 

1st product delivery payment is made later. 

Clients Obligation: 

25 %of the value of product is given by the client initially and 30% is in case of motor 

car.s 

4. AI Arafah Islami Bank Ltd. (Private Sector) 

The major characteristics of AI Arafah Islami Bank Ltd. may be represented in table 2.3. 

Table - 2.3: Major Characteristics 

Commodities 
Maximum Equity 

Duration 
investment rate 

Motor car 3.00 lac 50 % 3 years 
Personal Computer, Type writer, 

1.00 lac 30% 1 years 
Camera, Photocopier 
Ornaments 0.50 lac 50 % 2 years 
Furniture, Electric, Appliances and 

0.75 lac 25 % 2 years 
Kitchen Items. 

Sou rce :Official Record. 

Investment Procedure: (i) Bi Moazzel (credit sale) (ii) Hire purchase on partnership 

Profit / 14% on net investment of the bank. 

Distributions of Investment : (i) Within 7 days of equi ty payment the product is 

delivered . (ii) Purchase papers are made in the bank's name to have ownership . (iii) 

Bank sticker is given on product. (iv) After full payment, ow nership is transferred. 

Payment Procedure : (i) Bank' s investment and profit is paid in equal monthly 

instalment. (ii) Instalment follows from the nex t month after giving the product. (iii) 

Deduction from salary through employer is allowed . (iv) Giving cheque in particu lar 
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date. (v) It may be made available through other ways as agreed between client and 

the banlc 

Deposit : (i) All the charges to be made for preparing deed document. (ii) 

Undertaking of the client. (iii) Guarantee attested by employer. (iv) Mortgage of land 

building in case of car loan, ICB unit certificate/ savings certificate etc.9 

5. Janata Bank (Public Sector) 

The Janata bank is the only public sector bank in Bangladesh which comes forward 

with the offer of CCS. 

The following persons are given consumer credit facilities. (i) Government 

organizations. (ii) Semi-government and autonomous bodies. (iii) Nationalised Banks 

and Insurance Companies. (iv) University (Public and Private). (v) Established 

training institutes and research organizations. (vi) BRAC I Government Bank I 

Proshika. (vii) International organization I MNCs.(viii) Private Banks and Insurance 

Companies. The loans on the following consumer goods are offered :Personal 

computer, scanner, air conditioner, air cooler, water cooler, water pump, freeze, deep 

freeze, television, dish antenna, ratio cassette player, tow-in-one, three-in-one 

compact disk, deck, furniture like bed Khat, alrnirah, sofa set, wardrobe, carpet, 

sewing machine, sweeter sewing machine, embroidery machine, washing machine, 

electric calendar, automatic electric grinder, toaster, blender, mixture machine. 

Presser cooker, oven micro woven, gizzer, camera, movie camera, different fans, 

ceiling fan, padastral fan, motor cycle I cycle, station wagon, taxi I taxi lab van, 

microbus lab, telephone set, fax machine cellular phone, mobile phone, cordless 

telephone, telephone assuring machine, Photostat machine, generator, IPS, UPS, 

crokeries, dinner set, tea-set. Besides, these other consumer items are also made 

available under the scheme. 

Credit Limit: (i) Maximum value of consumer goods given to a person is Tk. 01lakh 

(equity 20%). (ii) Car loan is 5lakh maximum, equity 40%. (iii) Once car loan is taken, 

no other loan is available. 

Credit Period : This is for one year to 3 year period. In car loan maximum duration is 

5 years. 
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Distribution System : Client deposits his equity in current I savings account 

combining the loan and equity payment is given to the suppliers through pay orders. 

Payment System: Loan is repaid monthly with interest. The instalment is payable by 

the next month of loan taken (within 10th). Before loan taken, all the cheques to be 

payable are submitted to the bank in advance. 

Interest rate- 15% on compound rate 

Security: The bought item is hypothecated to the bank. 

Guarantee : Guarantee is given by clients senior BOSS I Colleagues, certified by the 

institution. In case of motor cycle and car, comprehensive insurance policy is taken at 

the joint names of the bank and client, registration is done at the joint name. Attested 

copies of the blue books are kept in bank. Provident fund I gratuity will be on lien. 

Other Terms and Conditions : (i) Employers certificate, no objection certificate and 

present salary certificate are to be given. (ii) To ensure the ownership of bank over 

the bought items purchase papers are made at the joint names of the client and the 

banks after final payment, the paper is transferred to the client. (iii) Necessary licence 

expense, registration cost and insurance expenses are borne by the client. (iv) 

Repairing and maintenance costs are borne by the client. (v) Client uses the assets, he 

can't hand over the assets or sell the same or even h·ansfer the possession. (vi) Client 

will have to use the assets very carefully, if there is any loss due to negligence, client 

will bear the loss including interest. (vii) Once client fails to repay two consecutive 

loans bank can take legal steps for collection of advances. (viii) Bank representative 

ensures the proper uses of asset through monitoring and supervision. (ix) The 

changing address of the client is to be made available to the bank in time. (x) Any 

increase in interest rate may be changed and it must be repaid at a time by the client. 

(xi) Other rules and regulations of the bank are applicable to the client. 

The monthly instalment of loan on different amount of loan may be shown in table 2.4. 

Table- 2.4: Monthly Instalment of Loan on Different Amount of Loan. JO 

Loan Monthly instalment payable within 
size One year Two year Three _y_ear Four year Five year 

100 9.03 4.85 3.47 2.78 2.37 
10000 903 485 347 279 238 
20000 1806 970 694 557 476 
30000 2708 1455 1040 835 714 
40000 3611 1940 1387 1114 952 
50000 4513 2425 1734 1392 1190 
100000 9026 4849 3467 2783 2379 

I 
i 

I 

I 
I 
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2.6 Security V s. Purpose-Oriented Lending 

Since banks as financial intermediaries have to lend other peoples' money they 

always remain very cautious about recovery of lent out money. To ensure that they 

depend primarily on the security aspects of advance. Such security includes primary 

as well as collateral security including third party/ personal guarantee. Banks 

everywhere in the world follow this principle of security. Security oriented lending 

adversely affected the national development including the development of the 

weaker sections of the society. Many people in the society could not offer any 

security. By and large, people of small means remained outside the orbit of bank 

credit. 

Historical experience suggests that the security alone does not make an advance 

realisable. Despite adequate security, many advances stand unrealisable because of 

legal and other problems. During the last three decades banks in the country did 

lend money having obtained all kinds of securities. It is observed that a big chunk of 

credit today stands unrealised because of lack of proper valuahon of the securities, 

poor documentation and physical absence of the securities. Even court cases could 

not solve the problem. Thousands of cases are pending before the court causing 

delay in recovery. 

In view of the difficulties above lending policy underwent many changes with 

regard to the security both in Bangladesh and elsewhere. Credit facility is now 

required to be made available to the desired borrowers without insisting for 

collaterals or tangible securities. More emphasis is now given on the applicants' 

business potentiality and feasibility. 

Central Bank's definition of security and weightage on security in cases of 

classification also give lesser priority on collateral security. Not only that institutions 

like Grameen Bank (GB) have emerged at the backdrop of failure of security oriented 

lending in production desired results. Consequent upon this change in orientation, 

more emphasis is now being given to the purpose and potentiality of business. 1 

Categorization of Classified Loans 

All classified loans may be classified into three categories, vtz., substandard loan, 

doubtful loan and bad/ loss loan. Bangladesh Bank's description of such 

categorization are given below : (i) Sub-standard Loan: A loan value of which is 

impaired by evidence that the borrower is unable to repay but where there is a 
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reasonable prospect that the loan's condition can be improved is considered a 

substandard loan. (ii) Doubtful Loan: A loan is doubtful when its value is impaired 

by evidence that it is unlikely to be repaid in full but that special collection efforts 

might eventually result in partial recovery. (iii) Bad/ Loss Loan : A loan is 

considered bad/loss when it is very unlikely that the loan can be recovered . 

Eligible Securities 

All securities are not eligible securities to serve the purpose of classification and 

provisioning. The following securities have been made eligible by the Central Bank : 

(i) Goods with a ready market that are physically held in the control of the bank in its 

godown/ warehouse and goods that are physically under the conh·ol of the borrower 

in his godown/ warehouse subject to the conditions that the bank has the full 

authority of those goods to sell and those have market. (ii) Gold /gold ornaments 

physically held by the bank. (iii) Fixed and other deposits on which lien is marked 

and Government bonds or certificates of deposit held by the bank. (iv) Guarantees/ 

counter guarantees given directly, and formally, by either the government of 

Bangladesh or the Bangladesh Bank to repay a loan or advance if the borrower 

defaults. A guarantee by a public sector corporation is not deemed to be a direct 

government guarantee and is not an eligible security. To be eligible the guarantee 

must not have expired. (v) Land and building subject to a maximum of 50 percent of 

market value of such securities. 11 

Required Provision 

Classification of advances has to be simultaneously followed by making provision. 

Rates of provision are different depending on the category of classification. Banks are 

required to maintain adequate provision as per these rates in addition to one percent 

general provision on all unclassified loans. The comparative picture on the rates of provision 

is shown in table 2.5. 

Table - 2.5: Comparative Picture on the Rates of Provision 

Particulars 
Previous rates of New rates of provision 
provisions ('Y,,) ('Y,,) 

Unclassified advances Nil 1 

Classified as substandard Nil 20 
Classified as doubtful 50 50 
Classified as bad/loss 100 100 

Source: Official Record 
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It appears from the above that the banks are now to make provision once an advance 

is made irrespective of its performance. Over and above, the rates of provision have 

also been revised upward. 

Classified (Defaulting) Loans 

Problem of classified loans (non-performing loans) is one of the biggest problems of 

serious nature. Almost a quarter of the total loans of the banking sector is now 

classified or non-performing. According to the latest report based on Bangladesh 

Bank information published on November 30, 2003, classified or defaulting loans 

stood at 24 percent in September, 2003. 

It appears that the total classified loans of the banking sector as on September 30, 

2003 stood at Tk. 21,2480 million as against total loans of the sector amounting to Tk. 

886500 million. It ·may be noted here that the total loans and classified loans as in 

January, 2003 amounted to Tk.852730 million and Tk. 239620 million respectively .12 

The detailed position is giver below in table 2.6. 

Table- 2.6: Classified (Non performing) Loans (30.9.2003) 
(Tk. In Million) 

Total Percentage 
NCB 110530 31 
PCBs 52800 14 
FCBs 1250 2 
OF Is 47900 48 

Total: 212480 

The highest amount of classified loans pertains to the NCBs. In their case, 31 percent 

of the total advances stood classified. In terms of percentage, however, the DFis 

topped the list of defaulting loans. In their case, classified loans amounted to 48 

percent of the total advances made by them. It is noteworthy that the foreign banks' 

performance in this regard was by far the best. Classified advances of the foreign 

banks amounted to only 2 percent of the total advances. 

It may be mentioned here that the classified loans have been showing downward 

trend. According to Bangladesh Bank, it has declined to 24 percent in September 2003 

from 28 percent in December, 2002. Bangladesh Bank, is of the opinion that there has 

been improvement in classified loans took place because of the policy of loan write

off and checking of new loan disbursement. This suggests that improvement in the 
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position did not take place because of recovery/ cash recovery . Had it been so, the 

banks could have claimed some more credit. However, loan write-off mechanism is, 

at least, clearing the Balance Sheets of the banks form unnecessary clouds/burden of 

non-performing assets. 

2.7 Restrictions on Large Loans: Central Bank's Norms 

Considering credit, as a scarce resource and source of economic and political power, 

all the societies around the world are careful about its distribution and use. In order 

to best utilise/ distribute credit, therefore, an attempt is made in order to avoid 

concenh·ation of loans into few hands. In Bangladesh, so long there were no such 

guidelines to restrict large loans. However, certain loans appearing to be large were 

subject to Central Bank's clearance. 

With a view to ensuring better credit risk management and restricting large loans, 

Central Bank has recently issued certain guidelines with regard to sanction of large 

loans. This circular has waived the conditions of obtaining prior approval from 

Bangladesh Bank. Instead, boards of the banks incorporated in Bangladesh have been 

authorized to sanction, renew or reschedule large loans. Boards have also been 

enh·usted with the responsibility of implementing the guidelines so issued. For 

Banks are required to undertake steps to bring down all large loans, sanctioned 

ea rlier with Bangladesh bank approval, to conform to the requirement of the circular, 

if necessary by consortium with other banks. 

Customer to Satisfy Three Conditions 

Various d efinitions given by different authors and courts sufficiently indicate that a 

person should satisfy the following conditions to be customer : (i) He should have 

some sort of account with the bank, (may be fixed or savings). Frequency of 

transactions in the account is not essential. One single transaction is good enough. (ii) 

A banker should habitually undertake to act for him and (iii) The dealings should be 

in the nature of regular banking business. 

Ava iling of DO /TT facilities and depositing valuables for safe custody and other 

services occasionally without having any account with the bank are not enough to 

become a customer. 
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Banker-Customer : General Relationship 

A banker, in course of his day-to-day business, enters into different kinds of 

relationships with his customers and clients. These relationships may be broadly 

categorized as: (a) general relationship and (b) special relationship . The general 

relationship between a banker and customer differs depending on the basis of the 

types of dealings they undertake between themselves. Laws applicable are also 

different depending on the nature of services provided by the banks. For example, 

the relationship between a 'banker' and 'customer' is essentially contractual. Actually 

contract is made when an account is opened . Since it is a contractual relationship, 

rights and obligations of an account holder and the bank are determined as per the 

law of contract. This contract remains in force till the account is closed. Terms of 

contract between the account holder and banker may, however, be changed, 

modified, abolished or redefined, if both the parties agree .13 

Besides this contractual relationship, there are other kinds of general relationships 

between the banker and customer depending on the services rendered by the bank. 

Generally the following are the major forms of relationships between a banker and 

his customers: (a) debtor-creditor, (b) principal - agent, (c) trustee - beneficiary and 

(d) bailor-bailee. 

How to Maximize Bank Profit? 

Like all commercial enterprises, banks also try to maximise their profits. Because 

profit is needed to pay dividend on investment by the shareholders w ho expect a 

reasonable return on their investment. Dividend enhances the goodwill and rating of 

the banks in the stock exchange as well. Hence all banks try for profits as impressive 

as possible. Banks' profitability is a function of efficient managem ent of resources

both human and financial. In the financial area, two things are very important to a 

bank for maximizing profit. Of them one is the Cost of fund and the other is yield on 

fund. Before going into details, let us see the equa tion below: 

n =Y-(C 1 +CA) 

Where n ~ Profit 

Cr ~Cost of fund 
CA ~Administrative cost 
Y ~ Yield on fund . 
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It appears from the above equation that a bank can maximize its profit by 

maximizing income (Yield on fund) and/ or by economizing expenditure (Cost of 

fund and Administrative cost). Let us take up the issues as stated below : 

(i) Yield on Fund: In case of yield on fund, banks face a tough job in increasing it. 

First of all, there is a competition from other banks who may offer lower rate of 

interest on lending. Borrowers themselves are also very pursuing types of people 

who always plead for lesser rate of interest. Despite that banks are to struggle for 

maximizing return on the invested fund. Because yield on fund is actually the main 

yardstick of profitability. (ii) Cost of Fund: In the cost area important element is cost 

of fund. It relates to the cost of deposit and borrowing. A bank can keep it at a 

minimum level if it can design the deposit-mix with low-cost deposit i.e. interest free 

or less costly deposit. This is not an easy job. Because, here the bank has to keep 

liquidity aspects in mind. A bank can not afford to have all the deposits in current 

accounts, which bear no interest but are withdrawable any time. On the other hand, 

customers may not be willing to keep their deposits in non-interest bearing accounts 

or in the accounts bearing lesser interests. Because they may be useful to the bank but 

not profitable at all to the customers. In real life situation, however, it is observed 

that both the cost of fund and yield on fund are very hard to manipulate because of 

intense competition. Banks are, therefore, very often left with only one option i.e. 

administrative cost to maneuver. This is the area where a bank can really economize 

provided that they are efficient. Enhancing productivity through proper utilization 

of manpower can do this. In addition to manpower productivity, banks also try to 

use another option of maximizing the non-funded (guarantee) and commission 

business. In fact many banks achieve higher profitability by doing more guarantee 

business which does not involve any fund. On the other hand, doing more L/ C 

remittance and business maximizes commission business.14 

2.8 Commercial Banks and the Economy 

Commercial banks play an important role in directing the affairs of the economy in 

various ways. The operations of commercial banks record the economic pulse of the 

economy. The size and composition of their transactions mirror the economic 

happenings in the country. For example, the mass failures of commercial banks 

during the 1930s reflected the phenomenon of severe global depression in the world. 

Commercial banks have played a vital role in giving a direction to economy's 
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development over time by financing the requirements of trade and industry in the 

country. By encouraging thrift among people, banks have fostered the process of 

capital formation in the country. In the context of deposit mobilisation, given the 

savings-income ratio, commercial banks induce the savers in the community to hold 

their savings in the form of socially useful assets of which bank deposit constitutes 

the most important element. Commercial banks draw the community savings into 

the organised sector which can then be allocated among the different economic 

activities according to the priorities laid down by planning authorities in the country. 

Banks bring together the diverse decisions of the income-earners to save, the 

decisions of the savers to hold their savings in the form of bank deposits and the 

decisions of the savers to hold their savings in the form of bank deposits and the 

decisions of the producers to draw upon the savings of the community for the 

purpose of capital assets formation. They help the process of saving and of the 

holding of savings in a socially desirable form. Through their advances, banks also 

help creation of incomes out of which further savings by the community and further 

growth potentials emerge for the good of the economy. In a planned economy, banks 

make the entire planned productive process possible by providing funds for all types 

of production incorporated in the plan regardless of whether the production is in the 

public sector, joint sector, or in the private sector, or whether the production is 

undertaken by one type of organisation or another. All employment, income

distribution and other objectives of the plan are as far as possible subsumed into the 

production plans which banks finance. Is 

The importance of commercial banks in directing the economic activities in the 

system-be it a capitalist or a socialist system dominated economy- is indeed 

overwhelming. Not only in the highly developed industrial and non-industrial 

economies of the world where in a way the commercial and industrial activities are 

paralysed in the absence of banks keeping their doors open, even in the developing 

countries are most economic activities, particularly in the economy's organised 

sector, are bank-based. This is evident from the fact that trade, industry and 

government in these countries viewed a threat of strike by bank employees union 

seriously. In several developing industries, banking has been placed in the category 

of "essential services" in which strike by the workers is declared illegal. In short, the 

growth of the economy is tied with the growth of the commercial banks in the 

economy. Where the commercial banking system is in its primitive stage of 
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development, there the economy has scarcely come out of the primitive stage of 

barter with total absence of division of labour and specialisation in production. 

Consequently, people practice primitive methods of production bearing the 

hardships of primitive culture and life. Naturally, no development takes place in the 

economy. With the establishment of commercial banks in the country, the floodgates 

of accelerated economic development promising great hopes for people in life open. 

Production no longer remains dependent on the mercy of the small size of local 

demand. Once it happens, the multiplying process of an ever-expanding demand 

and supply holds the economy fast in its grip. The banking culture spreads its 

blessings far and wide in the economic system benefiting the whole community. 

2.9 Social Responsibility 

Social responsibility of business IS much talked about these days. The word 

"responsibility" means the human sense of answerableness for all acts of thought 

and conduct. It emanates from the word "obligation" that comes from the Latin word 

'obligare' which is defined as "something that one is bound to do or forebear: an 

imperative duty (as imposed by promise, religion, conscience, ideals or social 

standards" .) Obligations are necessary for the attainment of social objectives are 

called social obligation. Business in the present day economy has got many 

obligations towards the society which is defined as an aggregate of individuals, 

interests and groups which, however organically bound together, are still 

distinguishable. Ideally, it should include all the interests affected by its economic 

system". The sense of answerableness for the obligations of Business towards society 

is called "Social Responsibility of Business" . Social obligations are in way projections 

of family ties among members of a household to the level of m embers of the society. 

The obligations are backed by "social motive force where greater regard is being had 

for the welfare of the society than for the immediate self-interests where only the 

"private motive force" works. Private motive force or self-interests, however, cannot 

be dispensed with, as these provide the basic stimulant to economic activity. These 

interests are very prone to be transformed into self interests in practice. The sense of 

discharging social obligations provides some automatic checks against this 

proneness. 

The concept of "social obligations" is related to power. With all forms of power, there 

goes responsibility. "Power corrupts and absolute power corrupts absolutely" 
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indicates that power has an inherent tendency to bring in many evils if it is left 

unbridled . Sometimes, persons in power, for their own selves. Resort to those 

techniques and fix those objectives which may be detrimental to the interests of 

society. Hence, the concept of social obligations and a sense of responsibility serve as 

a built-in-mechanism for providing checks against this inherent tendency prevailing 

among individuals, firms and institutions. 

The concept is not synonym for charity where unilateral action is taken by the 

powerful for the benefit of the poor without expecting anything from the latter. It is 

based on bi-lateral action where both sides gain something out of their sacrifice in the 

form of obligations. Business performs all these social obligations in anticipation of 

wholehearted and reasonably unopposed cooperation from the society, whereas, 

common interests of the latter are well served by the former. This type of approach is 

called enlightened self-interest a long term phenomenon as against selfish interests- a 

short-term phenomenon. 

The concept is equated fully with the Gandhian concept of "trusteeship" . For 

Gandhiji : "h·usteeship" was essentially a dynamic relationship of confidence 

between the sh·ong and the weak, governed by an attitude of love and non-violence 

on their part, the purpose and direction of their efforts being grea ter equality 

between them. This relationship also expresses the inherent responsibility of business 

wants to serve. 

Lastly, the concept is relative to time, place and conditions; and thus, reflects the 

dynamic character of social obligations. In other words, obligations never remain 

static. They go on changing with the passage of time and with the change in the 

conditions at a particular place. 

2.10 Financial Analysis 

Financial analysis is the basic method of appraising a firm's ove rall standing. As part 

of a scientific investigation of the firm, it attempts to secure through a systematic 

study some significant clues about its financial condition and prospects. Its major 

thrust is the quantification of historical and current facts with a view to projecting the 

future functioning and viability of a concern . It is a specialized decisional technology 

through the application of appraising the potential of a firm. A Complete and correct 
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information about the future is hardly available, except a peeping through the 

annual account or tentative forecasts and some market surveys. If dependable data 

regarding the forthcoming outflow and inflow of funds and cash are available, the 

analysts might be in a better position to assess the capabilities of business. But as 

things are rather volatile in the business world, financial analysis takes the 

"laboratory" approach, literally as well as figuratively. Facts have to be gathered 

from all sorts of sources. Put through the skimming machine fitted with tools and 

techniques, and an idea formed about the minimum financial status before one can 

be prompted to act upon. As wea ther forecas ts reduce the risk of going astray in 

aviation or ruining a picnic, financial analysis forestalls the failure of many 

entrepreneurs and their financiers by doing the necessary homework. 

It is interesting to note that the first ever use of financial analysis was made by credit 

grantors in the nineteenth century. Upon finding that a trading debtor was unable to 

meet his claims. The creditors got together and demanded from him a statement of 

assets and liabilities . They could then d ecide whether to adjudge him to continue in 

business under their supervision . By carefully examining their affairs, they 

succeeded in preventing the collapse of many businesses, w hich were valuable and 

profitable, but which were temporarily embarrassed by overtrading and shortage of 

liquid funds. This practice paved the way for potential lenders to invariably demand 

of their clients a schedule of properties and indebtedness before they agreed to 

review the request. The real stimulus to the use of financial analysis was provided, 

however, when the principle of limited liability was accepted and corporations began 

to be established as the leading form of business organization. This new factor forced 

the creditors and bankers to examine more thoroughly the financial position of 

d ebtors w hose liabili ty was statutorily limited. Moreover, the spread of joint stock 

companies brought with it a new class of persons interested in financial statements

the investor who had purchased shares in a company. But had no intimate 

knowledge of or access to d etailed information about the business. He was in need of 

some easily understood information to pointedly tell him of the financial prospects 

and profi tability of the concern in w hich he had statement- the investor who had 

purchased sha res in a company. But had no intimate knowledge of or access to 

detailed information about the business. He was in need of some easily understood 

information to pointed ly tell him of the financial prospects and profitability of the 

concern in. which he had staked his resources. It was only one stage fa rther for 
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potential investors to ask for this information before they decided to think of shares 

and securities. The last amongst the users of financial analysis, but indeed the most 

powerful are the internal managers of concerns. In the day-to-day operations, they 

have come to utilise it for planning, control and measurement of efficiency in relation 

to other firms in the same or similar line of business. By all standards, this class of 

users now far exceeds the rest, and naturally enough, they are introducing most of 

the new developments in the field. In their anxiety to climb yet higher ladders of 

success in vastly expanding organisations, they have been forced to evolve some 

more sophisticated tools of internal management these in turn have been availed of 

by bankers. 

The banker is a risk-lover and his behavior does testify to the presence of some risk 

factor. But, through the techniques of financial analysis and otherwise he measures 

the magnitude of risk, and then tries to avoid, or else minimise it. This is plausible as 

well, since his operations are so patterned that there is very little chance of capital 

gains; either he receives the full amount or takes a loss - partial or total. 

Customer service is not merely the fulfilment of the government's guidelines or the 

mechanical adherence to the timeframes of services. It is a philosophy and an 

attitude of professional commitment which believes in the ultimate satisfaction of 

each customer's wants. 

2.11 Regularly Providing Statements and Observing Standing Instructions 

Customer service is in fact the perception of a customer of the services he gets from 

his bank. It is therefore necessary for banks to continuously assess and reassess how 

customers are and how they can be fulfilled to make customers happy. 

Urbanisation has caused the problem of time management which has led to major 

innovations such as Automated Teller Machines (ATM), telebanking, single window 

concept, specialised NRI/SSI branches, personal banking, anytime banking, 

anywhere banking, electronic funds transfer, on-line terminals to customers, Society 

for World- Wide Inter-Bank Financial Telecommunication (SWIFT), Banknet, Smart 

Card, Shared Payment Network Systems and the like which meet well the customers' 

expectations and needs. 

Customer service has become an integral part of the training curriculum for various 

bank staff. New programmes are being designed to cover the staff at the counters in 
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particular. Apart from undertaking in-house studies for measuring the level of 

customer satisfaction, banks are also availing of the services of reputed external 

agencies for the purpose. Several banks have started emphasising the Total Quality 

Management (TQM) concept. The State Bank of India is implementing the Best 

Branch for Customer Services Contest with a view to motivating the staff. The 

Canara Bank has articulated and adopted the Code of Good Banking Practices and 

has also obtained the ISO 9002 Certification for one of its branches in Bangalore. 

The need of the hour is customer service with perfect punctuality, whole-hearted 

involvement, updated knowledge, utmost sincerity, indefatigable team work and 

above all courteous talk to customers. Where these are provided, profitability and 

excellence will automatically follow. 

For improving customer service there should be a strategic plan, inclusive of 

marketing plan and putting in place facilitators like technology, structure, systems 

and manpower. Banks strive to attain maximum efficiency by minimizing the idle 

time of the staff at the counters and waiting time for customers. 

Customer Satisfaction Survey (CSS) is one of the methods of measuring the impact of 

customer services. It secures customer loyalty and generates a superior long-term 

performance. Banking services have to be made more responsive to the needs of the 

public. In the present-day context customer care and customer concern have become 

very important. The administration of banking services has a long way to go in 

earning the co-operation and support from present and prospective customers. 

Banks depend on the public for deposits and serve them as an instrument of 

economic development by offering many fund-based, fee-based and technology

based services. The good performance of all these services decides the destiny of the 

banks. Their survival and sustenance largely depend upon the way in which these 

banking services are rendered to the public. A study of customer services and the 

attitude of customers towards banking services would pave the way for taking 

certain policy decisions for improving customer service and thereby improving the 

performance of banks. 
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CHAPTER THREE 

Profile of the Study Area 

3.1 District Profile 

"The Rajshahi" is one of the districts of Bangladesh. Rajshahi is bounded on the north 

by w est Dinsjpur (a district in west Bengal, India). On the west by the districts of 

Maldah and Murshidabad (West Bengal, India) and on the East by the districts of 

Bogra and Pabna. The southern boundary is the river Padma which separates it from 

the Murshhiabad and Kushtia district of Khulna division1 

Geologically, it is a part of the Indo-Gangetic trough w hich includes almost all of 

Sind, North Rajsthan, almost the hole of Punjab, Uttar Pradesh, Bihar, old Bengal 

(Bangladesh and west Bengal) and part of Assam. Several theories have been 

suggested concerning the origin of the Indo-Gangetic trough. Compression, 

depression and tension are considered to be the main forces responsible for the 

origin of the trough. Scholars have suggested that the primary force was the weight 

of the sedim ents deposited by the rivers from the Himalayan Mountains 2 

Physiographically, Rajshahi district can be divided into there broad divisions: 

(a) The Berind region. 

(b) The newly laid alluvial deposits along the banks of the Padma. 

(c) The beef or the marshy areas. 

(a) Barind Region : Barind is a tract of comperatively high land, including 

portion of Maida, Rajshahi, Dinajpur, Rangpur and Bogra districts. A stiff soil of 

reddish clayey loam distinguishes it from the remainder of the district. Gea logically, 

Barind is the pact of the old alluvium of middle Pleistocene age, later slightly raised 

and compressed to the surrounding area due to tectonic movement. The following 

Thanas in the Rajshahi district can be considered to fall under the physiographic 

division: Nachole, Pah1itola, Dhamirhat, Porsha, Gomostapur, Nia matpur, 

Mahadevpur and parts of Manda, Tanor, Singra and Godagari. 3 Regarding 

agriculture, winter is almost a ll the crop that is grown in the Barind. But the 
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population is comparatively less, and pressure of population upon the land is far 

from great.4 

(b) New alluvial deposit (Reparian Tract) : The second physiographic area, 

namely, the newly laid alluvial d eposits along the banks of the Padma, forms part of 

Charghat, Lalpur and former Rampur Boalia . Its soil is sandy to sandy loam with 

grey colour as distinct from the reddish to yellowish soil of the Barind, and clearly 

formed of recent origin.s 

(c) The third physiographic area is that vas t low-laying area at the east and south 

Eastern pact of the district which is known as the bee! area . The number and size of 

marshes or bee! increases as one moves from wes t to east, the whole boundary of the 

dish·ict is covered with series of marshes or beels 6 Amongst the several bee fs, the bee! 

of wides t repute and by far the larges t is the cha lan bee! which is the name applied to 

a series of bee fs interconnected with one another by various channels to form more or 

less one continuous sheet of wa ter in the rainy season coverin g an area of 

approximately 140 sq. miles. The bee! ex tends over two districts, Rajshahi and Pabna, 

the major part being w ithin the Rajshahi district (a t present 1\.'a tore district) .? 

After the permanent settlement the district of Rajshahi extended from the 

Mahananda river to the Karatoya and included a large part of the present district of 

Murshidabad (India), almost the whole of Pabna and part of Bogra. Rajshahi was 

once the largest and most important dish·icts of Bengal. It extended from Bhagalpur 

(India) on the west, to Dacca on the eas t, and to have also included a large and 

important subdivision ca lled Nijchakla Rajshahi on the south of the Ganges. It 

included a large portion of what now lies within the district of Murshidabad (India), 

Nadia (India), Jessore, Birlehum (India) and Burdwa n (India ). 

Up to the time of permanent settlement in 1973, Rajshahi formed the largest and one 

of the most important adrninish·ative divisions of Bengal. It could scarcely be called a 

dish·ict for it corresponded with the great Za rnindari of Rajshahi which was about 

five times the size of the present district. So for the adrninish·ative convenience the 

first change took place in 1793, when a general dish·ibution of Bengal into districts 

was made by the Government. 
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The first change took place in 1873, when a general redistribution of Bengal into 

districts was made by the Government. In March 1813 the thanas of Rohanpur and 

Chapai were separated from Rajshahi, and together with others from Dinajpur and 

Purnea were formed into the district of Maldah. About the year 1821 four more 

thanas, viz., Adamdighi, Naokhali, Sherpur and Bogra were separated from Rajshahi 

and together with two thanas from Rangpur and three from Dinajpur, formed into 

the present district of Bogra. 

Again in 1832 the dish·ict of Pabna was constituted in a similar way by the separation 

of the five thanas of Shaypur, Kheturpara, Raiganj, Mathura and Pabna from 

Rajshahi and of three others from Jessore. The Headquarters of the dish·ict was at 

Natore until1823 when they were transferred to Rampur Boalia, the present Rajshahi 

town on account of the unhealthiness of Natore. The subdivision of Natore was then 

formed and the Naogaon subdivision was created in 1877.8 

After partition of India in 1947 five thanas, namely, Na wabganj, Nachole, 

Gomostapur, Bholahat and Sibganj were received from Maldah district (India) on 

August 19, 1947 and Nawabganj subdivision was created with these five thanas. At 

that time Porsha, Patnitala and Dhamoirhat belonged to Dinajpur district and were 

h·ansferred to Bogra dish·ict on September 16, 1948, of these three thanas Porsha was 

attached to Nawabganj subdivision and the rest of the two thanas were placed under 

Naogaon subdivision.9 

The district administration is headed by the deputy commissioner. Both the functions 

of a dish·ict magistrate and the collector of land revenue are enh·usted on him. He is 

responsible for maintaining law and order. He is in charge of supervision and 

coordination of all the nation building departments, development works, Arms Act, 

Press Act, etc. The Deputy Commissioner is assisted by two Additional Deputy 

Commissioners, of whom one is for General Administration and the other is for 

Revenue Ad minish·ation.IO 

The subdivisions are under the charge of sub-divis ional magish·a tes who are heads of 

general and revenue administration within their jurisdiction. In the Sadar 

subdivision apart from the sub-divisiona l magish·ate, there are three magistra tes 

with first class power, one lawyer magish·ate with first class power, one magistrate 

with second class power, and two with third class power. One of the magistrates is 
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also a treasury officer. Besides there are three more officers of whom one is land 

acquisition officer, one is a compensation officer and the other is the Assistant 

director of local Government and rural development. 

There are 30 circle officers (Dev.) in charge . of general administration and 

development works posted in each police station. The circle officer (Dev.) conducts 

his works programme with the cooperation of the union chairman of each Union 

Parishad. The chairman conducts the semi-official administra tion in rural areas with 

the help of village dafadars and chowkidars. In 1465-66 there were 101 dafadars and 

435 chowkidars at sadar subdivision. 

Rajshahi dis trict had four subdivision including Rajshahi sadar subdivision and the 

o ther three namely, Na tore, Nawabganj and Naogaon. These subdivisions had 

almost similar administration. However, Rajshahi Metropalitan area is our present 

study area. So I should be more concerned with Rajshahi only. 

But la ter on, British administrative structure had been changed in 1984. According to 

this new adminish·ative change all the subdivisions were converted to the sta tus of a 

dish·ict and all thanas were renamed as upazilas . Rajshahi sadar subdivision became 

a dish·ict and known as Rajshahi. 

The population of Rajshahi had increased till 1911 by only 58, 722, when first census 

was taken in 1872. The following table represents the rate of population growth in 

ten years duration. Table 3.1 shows total population, persons per sq. mile, and 

percentage change in population in Rajshai in different Census periods . 

Table 3.1 : Population Growth of Rajshahi (1872-1911) 

Persons per sq. 
Increase or 

Year of Census Population mile for the decrease ('y;,) 
present 

1872 1421865 
1881 1449033 562 +1 .9 

1891 1437859 562 -08 

1901 1460584 +1.6 

For the present 1902317 523 
area 
1911 1480587 +1.4 

For the present 2000167 550 5.1 
area 

Source: Rajshahi District Gazetteer. 
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A section of people did not participate in the Census of 1921, the enumeration of 1921 

was boycotted in some parts of the area due mainly to the non-cooperation 

movement, resulting in some under, enumeration. According to the Census of 1921 

the district of Rajshahi had the following population. 

Table- 3.2: The Population of Rajshahi (1921) 

R~shahi Population Density per sq. mile Valuation percent 1921 
District total 1489675 569 +0.6 
For the present area 2027591 557 +1.3 
Sadar subdivision 558681 601 -1 .0 
Natore subdivision 380157 460 -4.7 
Naogaon subdivision 550837 637 +6.5 

Source : Rajshahi District Gazetteer. 

The Census of 1931 disclosed a population of 1386519 or a 4.6 per cent decrease. The 

population of the present area is 1993280 or a decrease of 1.6 per cent. The density of 

population in the present area was 584 per square mile. 

As these were communal excitement in Bengal the census of 1941 was not beyond 

doubt. The communal tension became so great that each community vied with the 

other to swell their respective numbers by fair or foul and by fictitious enumerations 

in the 1941 census. The census of 1941 disclosed a population of 1571750 or an 

increase of 185231 of persons or 10.2 per cent or a net variation of 171375 persons 

from the figure of 1891. Out of 1571750 persons, 821113 were males and 750637 

females, the urban population was 61476 and the rural population was 1510274. The 

percentage of Muslim was 74.64 of Hindus 20.94 and the others 4.40. The population 

of 1941 for the present area of the district was 2198081 or an increase of 10.2 per cent, 

and the density of population was 604 per square mile.11 

Due to partition (in 1947) 457 square miles of Dinajpur and 613 square miles of 

Maldah district were transferred to Rajshahi. The present area of the district is 3639 

square miles. The pre-partition area was 2526 square miles. The figure was differed 

from the previous census due to inter district transfers, alluvion and diluvion and 

mainly due to partition of undivided Bengal on the Radcliff Award. According to the 

census of 1951 the population of Rajshahi was 2205057 or an increase of 0.3 per cent. 

There were so many reasons behind the growth of population in the decade of 1941-

56, in more than one way. Firstly, as a result of Second World War people were 

detached from their families resulting in fewer births. Secondly, devastating famine 
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of 1943 and the epidemic of cholera and small pox, took a huge tole of lives. Thirdly, 

the high price of essentials, not only caused ill-nourishment, but also delay in 

marriages, hence again fewer births. Fourthly, there were communal movements of 

people during the decades. Many Muslims from India migrated to Rajshahi while 

many Hindus left the district for India. The census of 1951 disclosed the percentage 

of Muslims as 80.34, that of Hindus 19.40 and the others 26. The number of Muhajirs 

(refugees) who had moved into the district from India as result of partition or fear or 

disturbances there with was 75900, of them about 71 thousands came from West 

Bengal, about four thousand from Bihar, U.P .and other states, and the rest from 

Assam and elsewhere. The density of population per square mile was 608. The 

density in the rural areas of the district was 58714 per square mile and 710.37 per 

sq~re mile of cultivable area. The total rural population of Rajshahi was 21,28,990. 

The urban population in different municipal areas was as follows:l2 

Rajshahi Municipality 

Natore Municipality 

Nawabganj Municipality 

Naogaon Town 

39,990 

10,450 

23,450 

11,290 

Being the me-women ration was 26 : 28. In 1961 there were 953 females per 1000 

males. The total population enumerated in 1961 was 28,10,964, of which 14,39,459 

were males and 13,71,505 females . The population enumerated in the 1951 census 

was 22,057 of which 11,34,701 were males and 10,70,356 females. The percentage 

increase during the 10 years between 1951 and 1961 worked out an increase of 27.4 

per cent amongst the males. 

According to the census of 1961 the population of Rajshahi district was as follows 

(sub-division-wise) 

Table - 3.3 : The Population of Subdivisions of Rajshahi District 

Sub-divisions Males Females 
Both Increase over Persons per sq. 
Sex 1951 mile 

Naogaon 467962 442595 910557 22.96 804 
Nawabganj 314930 311258 626188 25.10 724 

Rajshahi sadar 375519 352853 728372 25.11 791 

Natore 281048 264799 545847 42.94 742 

Source : Rajshahi District Gazetteer 
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So it revealed from table 3.3 that according to the census of 1961 the population of 

Rajshahi district was 2810964 and density per square mile was 769. The number of 

Muslims was 2297732 (81.75%), caste Hindus 249797 (8.89%) scheduled castes 236695 

(8.42%), Christians 8303 (0.30%), Buddhists 170, Parsis 102 and others 18165. (0.65%) 

Rajshahi district is situated in the south-western part of Rajshahi division and lies 

between 24006 and 25°13 north latitude and 88°02 and 89D21 longitude (Dist. 

Gazetteers, Rajshahi, p. 83). The district Rajshahi is bounded on the west, south and 

north by Indian territories and the mighty river Ganges flows along the western 

fringe with an area of 3653 square miles. It is the fifth largest district of Bangladesh.13 

Climate: The climate of Rajshahi is bit different than other parts of the country. The 

typical monsoon climate of this district is characterised by high temperature and 

very scanty rainfall. The summer commences early in March and continues up to 

June. In the summer season mean temperature increases from 63of in January to 85of 

in April, May and June.14 In April and May, the mean maximum temperature ranges 

from 88°F to 97of. A maximum of 100' is not uncommon. During monsoon months 

(June-August), the mean maximum temperature is recorded. The coldest month is 

the January and the lowest average minimum is about 51°F. The amount of rainfall 

varies from 45 to 70 inches in the district of Rajshahi.15 

The Ganges or the Padma, which forms the international boundary for about 

hundred mile is the most important river of Rajshahi district. It is the most sacred of 

all rivers to the Hindus. The river first touches Rajshahi at a place near Shibganj. The 

Mahananda, another important river in the Rajshahi district, is a major tribute of the 

Padma. The river crosses the boarder and enters into Rajshahi district near Bholahat 

and then flows through Nawabganj subdivision to meet the Padma just south of 

Nawabganj town. Atrai is another important river of North Bengal which flows 

through Rajshahi district. Karatoya is the principal source of the river. Karatoya it 

self is designated as Atrai when it reaches Khansama thana (block) at Dinajpur. 

Before 1787, the Atrai was one of the great rivers of North Bengal. Through this 

channel the Tista used to discharge its water into the Padma. A great flood took place 

in 1787 and changes occurred in the river system of this region. This also was due to 

earthquakes and earth movement. As a result the Tista broke away from its old 

channel and found a new and capacious channel south eastward and joined the 
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Brahmaputra (Jamuna) instead of joining the Padma. Since then the Atrai has lost its 

importance, but still navigable by large country boats during the rainy season. 

The river Jamuna originates in Jalpaiguri district of India and runs more or less 

southward through the eastern part of Dinajpur district and western part of Bogra 

district and then enters into Rajshahi district. It passes by the town of Naogaon and 

joins the Atrai at Suktigachha. Western Jamuna is joined by another moribund river 

called Tulshiganga near the village Etakata. Tulshiganga which enters Rajshahi 

district from Bogra, flows almost parallel to the western Jam una. The Baral is the 

important distillatory of the Padma of Rajshahi. Learning the parent stream near the 

charght thana it flowed eastward through the southern part of the district till it 

passes into the Padma after joining the Atrai Gumani system. The Baral throws out 

two off shoots to the north the Musakhan and the Nandakuja. These two off-shoots 

take the water of Baral northward into different heels (big tanks) . The Musakhan 

which is also known as the Gadai, branches off from the Baral and passed flowing 

along the Natore Rajshahi road while crossing Natore subdivision, it seems the name 

of Gadai, and then falls into the Gur at saonail. There was many other small streams 

flow through the Rajshahi district, which is not possible to discuss within so short 

span of discussion. 

Actually there is no deep forest in Rajshahi. Usually, the higher grounds are covered 

with bamboos and grass. The banyan, pipal and semul may be seen in different parts 

of the dish·ict. In some parts of the district the mango crop is almost as important as 

in Maida (west Bengal, India) . Mango of Rajshahi and Nawabganj is distributed 

through the Bangladesh market. · 

In the villages the growth of bamboo and h·ee is fast. In the Barind, palms are grown 

widely and Khejur (Date) palm h·ees are grown generally in the southern parts . 

Besides these numerous species of the babul (Aica arabica) or gum tree are found in 

the southern part. The char areas of Rajshahi are covered with thick reeds, bushes, 

tamarisk bushes, and heavy jungles where wild buffaloes used to be seen. In the 

Barind, tigers, leopards used to follow the deer, and hog to the valley. Black 

patridges, hog-deer swarmed m the thatching grass. Kyah patridges, hog-deer 

swarmed in the thatching grass. Kyah patridges (chikor) abounded in the rose 

bushes, while snipe and every kind of wild duck are no t uncommon. Peafowl and 

spotted deer are rarely found. Besides these, the other animals like rain guail, wild 
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pig, hares, lesser florican and geese flocked in the Barind. Wild cats, jackals, foxes are 

seen in the jungles both in the Chars (island in the river bed, high land) and the 

Barind. 

The main resources of Rajshahi district, and in fact the rest of Bangladesh, are 

agriculture. Rajshahi has often ascribed as a surplus area of the country dominated 

by rice fields. Agriculture is the mainstay of the people of this area and, as mentioned 

earlier, about 79% of its population is directly or indirectly dependent on agriculture 

for their sustenance.16 

Almost absolute dependence on nature is the main characteristics of the agriculture 

of Rajshahi. Since irrigation is carried to a very limited extent and only 171769 acres 

during 1974-75 out of 1645400 acres of net cropped areas were irrigated, the farmers 

depended on rainfall. But at present deep tubewell for irrigation purpose is widely 

used. Irrigation is essential in Rajshahi district in the areas where rainfall is below 60 

inches. The most important crops under cultivation are rice, jute, wheat, sugarcane 

and gram, pulses, oil seed, tobacco barley bajra etc. 

Rajshahi is more developed in agriculture than industry. There are only three or four 

large-scale industries, the rest are cottage indush·ies. Howeyer, the silk industry of 

Rajshahi has a long heritage. Still Rajshahi is famous for her silk industry. 

Most of the large-scale industries are concerned with processing the agricultural 

products like sugarcane, jute, cotton etc. In addition to this, there are also one match 

factory, one pharmaceutical industry and one P.V.C. factory in Sopura industrial 

area. The most important industry of Rajshahi is the silk. Silk weaving factory and 

silk dyeing and printing factory at Rajshahi town is the onlv one of its kind in 

Bangladesh. Except these there are so many small and medium indush·ies like 

automatic flour mill, rice mill, cold storage, news paper and food and allied. 

Education city Rajshahi (as we call today) started its journey with the creation of a 

small private English school in 1828. The school was provincialised and converted 

into a Government Zila school in 1836. The status of an Intermediate college 

competent to teach F.A courses came in 1873. The first grade rank with B.A standard 

affiliation to the Calcutta University came with the name "Rajshahi College" in 

187817. Later on that school was renamed as Rajshahi collegiate school. It is regarded 
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as the first Government school in Bengal. After that gradually different institutions 

began to establish in Rajshahi. 

The Government High Madrassa was established in 1857 and Lokenath High school 

in 1847. B. B. Hindu academy was established in 1898. At present there are four 

Government High Schools for boys and two for girls. And good number of private 

schools in the Metropolitan area. There are four Government colleges and six 

private colleges in the Rajshahi Metropolitan area. There is a big University 

established in 1953 and a medical college was established in Rajshahi. The 

Engineering College rose to the status of as Rajshahi University Engineering and 

Technology (RUET). Established in 1962.Except all these Teachers Training colleges, 

Polytechnic college, Physical education college, Para medical institute, Nursing 

training institute, College of fine arts postal training academy and some private 

universities are working in full swing in Rajshahi to meet up the academic need of 

the country, there are two stadiums and a indoor stadium in Rajshahi for games and 

sports. There is a high town tennis complex in Rajshahi and a beautiful swimming 

pool in the Rajshahi University campus. There are good numbers of libraries like 

Varcndro Research Museum, Public Library, Govt. Divisional Library, Rajshahi 

University Library, Rajshahi College Library in the metropolitan areas of Rajshahi. 

All the public and the prominent private commercial banks of Bangladesh have their 

branches in the Rajshahi Metropolis. Specialised banks like Industrial Bank, Rajshahi 

Agricultural Bank, Cooperative Bank are pulling on their activity in the city. There is 

a zonal office of House Building Finance Corporation of Bangladesh in the 

metropolis. Good numbers of insurance companies are working in the city. 

Rajshahi has got the beautiful to communication with the rest of the countr\·, 

specially the capital city Dhaka. Road communication is excellent. Good number of 

private buses and some B.R.T.C. buses have been plying on the road to different 

destinations. There are three railway stations in the Rajshahi Metropolis, e.g. 

university railway station, main Rajshahi rail Station and Rajshahi court station is 

also airport in Rajshahi for domestic flights. Rajshahi district H'ith an area of 2407.01 

sq.km., is bounded by Noagoan district on the north, West Bengal of India, Kushtia 

district and the Ganges on the south, Natore district on the east and Nawabganj 

district on the west. The region consists of Barind Tract, Diara and Char lands. Main 
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rivers are Padma (Ganges), Mahananda, Baral and Barnai. Annual average 

temperature: maximum 37.8°C, minimum 11.2°C; annual rainfall1862 mm. 

3.2 Rajshahi at a Glance 

Rajshahi Metropolitan City stands on the bank of the river Padma. The area of the 

Rajshahi City is 96.69 sq. kms. It consists of four thanas, 39 wards and 169 mahallas. 

The city has a population of 383655; male 52.91%, female 47.09%. Density of 

population is 3968 per sq km18. Rajshahi, which is both a district and a divisional city, 

was flourished, in the seventeenth century. The district head quarters were 

transferred to Rajshahi city from Natore in 1825. Its ancient name was Rampur 

Boalia. The tomb of Hazrat Shah Makhdum (established in 1634) is located at 

Dargahpara of the town. Many European traders were attracted to this city because 

of its being a centre of silk production and location by the side of the river Padma; 

subsequently the Dutch, the French and the English East India Company established 

business houses in the city in phases. The silk factory building established by the 

Dutch is now known as Barakuthi. Later the East India Company purchased the 

Kuthibhaban from the Dutch. The head quarters of the European Voluntary 

Regiment was established in the Barakuthi during the Sepahi Mutiny in 1857. At the 

end of the nineteenth century the Zaminder of Medinipur purchased the building 

from the British. After 1947 it was being used as the godown of the civil supply 

department. When the Rajshahi University was established in 1953, the 

Barakuthibhaban was turned into the residence of the Vice Chancellor with other 

office establishments. There are 14 graves of European persons in a cemetery in front 

of the Kuthibhaban. A flood protection embankment was established in 1855 to save 

the city. Shahib Bazar is the main business centre of the city. The old areas of the city 

are Shahib Bazar, Rani Bazar, Reshampatti, Boalia, Ghoramara, Hatemkhan, 

Dargahpara and Kumarpara. Because of flourishing silk industry Rajshahi is also 

called the City of Silk. Rajshahi municipality was established in 1876 and it was 

turned into a City Corporation in 1991.19 

Administration : Rajshahi district was established in 1772. Maldaha, Bogra, Pabna, 

Natore and Nawabganj districts were established in phases dividing this district. It 

has one City Corporation, 4 thanas, 7 municipalities, 93 wards, 297 mahallas, 9 

upazilas, 70 union parishads, 1678 mouzas and 1858 villages. The upazilas are bagha, 
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Bagmara, Charghat, Durgapur, Godagari, Mohanpur, Pabna, Putia and Tanore; 

thanas are Boalia, Rajpara, Matihar, Shamakhdum. 

Archaeological heritage and relics : Two domed Kismat Madia Mosque (eighteenth 

century), one domed Ruipara (Durgapur) Jami Mosque (sixteenth century), Bagdhani 

Mosque at Poba upazila, three domed Bhagna jami Mosque at Tanore upazila (1223 

AH), tomb of Hazrat Shah Makhdum (R), tomb of Hazrat Shah Sultan at Godagari 

upazila (fourteenth century), Bara Kuthi (eighteenth century), Talando Shiva Mandir 

(1860), Rajbari, Govinda Mandir, Shiva Mandir, Gopal Mandir, and Dolmancha 

(Putia). 

Historical events : Rajshahi district was a part of Pundrubardhana of the ancient 

Vanga. The capital of Bijoy Sen was located 9 miles on the west of Rajshahi City, 

Indigo Resistance Movement spread over Rajshahi during 1859-60. Seven communist 

activists were killed at the Khapra Ward of Rajshahi Jail when police fired 

indiscriminately on 24 April 1950. During the mass upsurge in 1969 Dr. 

Shamsuzzoha of Rajshahi University was killed . 

Marks of War of Liberation: Mass grave 6, mass killing site L memorial monument 4. 

Noted personalities : Zamindars Sharat Sundari and Hemanta Kumari (awarded 

Maharani titles), AHM Kamruzzaman (Relief and Rehabilitation Minister of the 

Mujibnagar Government and martyr of the Jail Killing), Madar Bashk (one of the 

founders of Rajshahi University), Jadunath Sarkar (historian), Narendrakrishna 

Singha and Ashkaya Maitreya. 

Population : (Population census 2001, Preliminary Report) 22,62,483; male 51.20 %, 

female 48.807%; Muslim 93%; Hindu 5%; Christian 1.5 % and others 0.5 %; ethnic 

nationals: San tal 2.34 % of the total population; they have their own language. 

Religious institutions : Mosque 3,727, temple 164, church 38 tomb 13 and sacred 

place 6. 

Literacy and educational institutions : Average literacy 30.61 %; contributing male 

37.6% and female 23.2 %. Educational institutions : University 1, Medical College 1, 

Rajshahi University of Engineering & Technology (RUET) 1, Polytechnic College 2, 

College 110, Teacher's Training College 2, Law College 1, Agriculture College 1, 
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Physical Training College 1, Survey Institute 1, Para Medical Institute 1, Silk 

Research Institute 1, Homeopath College 1, Primary Teacher's Training Institute 1, 

Nursing Institute 1, Police Academy (sardah) 1, Cadet College 1, Madrasa 267, High 

School 393, Junior High School 10, Government Primary School 559, Non 

Government Primary School 430, Community School 4, KG School 8. Noted 

educational institutions : Rajshahi College (1873), Rajshahi BB Academy (1989), 

Rajshahi Medical College (1949), Rajshahi Collegiate School (1928), PN Girl's High 

School (1886), Rajshahi Government Madrasa (1874), Diamond Jubilee Industrial 

School (1898), Sardaha Police Academy (1912), Putia PN Technical High School 

(1865), Birkudsha Abinash High School (1917, Bagmara upazila), Sreedhar 

Government Primary School (1857, Durgapur upazila), Godagari High School (1948), 

Mohanpur Pilot High School (1948), Shitlai, Kharkhari and Naohata Primary School 

(1885, Paba upazila), Talonda ananda Mohan High School (1882, Tanore upazila) . 

Locally published newspapers and periodicals : Dailies : Dainik Barta, Dainik 

Sonali Sangbad, Dainik Sonar Desh, Dainik Prothom Prothom Probhat, Dainik La! 

Golap, Dainik Upachar, Dainik Padmar Bani, Daily Sun-Shin; Weeklies: Dunia, 

Rajshahi Barta, Ganakhabar, Dharani; Monthly Uttar Janapath; extinct: Hindu Ranjik 

(1865), Rajshahi Sangbad (1870), Gayanangkur and Pratimva (1872), Rajshahi 

Samachar, Udbhaban (1872), Chikitsha (1889), Utsaha (1897) , Ayetihasik Chitra 

(1898), Noor-al Iman (1900), Banga Mohila (1915), Palli Bahak (1 925), Markab AI 

Islam (1933), Palli Sakti (1934), Sammilayan (1934), Ektara (1943), Nayajaman (1946); 

Monthly Shikshka Parichaya. 

Cultural organizations :Club 386, Library 27, Museum 2, Literary Society 7, Theatre 

Group 18, Cinema Hall 20, Theatre Stage 2, Women's Organiza tion 210, Community 

Centre 35, Cooperative Society 309, Shilpakala Academy 1 and Playground 224. 

Extinct Cultural Organizations : Rajshahi Mohamedan Association (1884), Anjuman-

3 Hemayet Islam (1891), Noor-al-Islam Samaj (1893), Rajshahi District Muslim 

Education Society (1918) , Rajshahi Anjumane Mofidul Is lam (1907), Rajshahi Muslim 

Club (1929). 

Main occupations : Agriculture 38.73 %, Agricultura l Labourer 23.64 %, Wage 

Labourer 3.50%, Commerce 12.44 %, Service 8.81 %, Transport 2.36 % and others 

10.52 %. 
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Land use : Total cultivable land 157728.05 hectares; fallow land 73554.03 hectares; 

single crop 22%, double crop 68 % and treble crop land 10%. Cultivable land under 

irrigation is 56%. 

Land control : Among the peasants, 31% are landless, 47% small, 19% intermediate 

and rich peasant 3%. Cultivable land is 0.07 hectare per head. 

Value of land : The market value of the land of the first grade is approximately Tk. 

7000 per 0.01 hectare. 

Main crops : Paddy, wheat, jute, sugarcane, turmeric, oil seed, onion, garlic, potato, 

betel leaf and mulberry plant. 

Extinct or nearly extinct crops: Linseed, sesame, indigo, mustard seed, sweet potato, 

kaon, bajra, arahar and aus paddy. 

Main fruits: Mango, jackfruit, banana, litchi, black berry, coconut, palm and papaya. 

Fisheries, dairies, poultries : Dairy 156, poultry 177, fishery 1977, hatchery 28 and 

nursery 12. 

Communication facilities : Roads: pucca 896 km, semi pucca 686 km and mud road 

4726 km; railways 70 km; rail station 13; waterways 91 nautical mile; airport 1. 

Traditional transport : Palanquin, horse carriage and bullock cart. Most of these 

means of transport are either extinct or nearly extinct. 

Manufactories : Silk mill, textile mill, flour and rice mill, cold storage, ice factory, 

pharmaceuticals, press, aluminum factory, iron mil, match factory, jarda (scented 

tobacco) factory, plastic indush·y, metal indush·ies, ice fa ctory, cold storage and 

welding. 

Cottage industries : Rajshahi district is famous for the production of cocoon and silk 

fabrics. Silk Board has been established in Rajshahi in 1977. Oth er Cottage industries 

include weaving, bamboo work, cane work, goldsmith, blacksmith, potteries, brass 

work, wood work, tailoring, e tc. 

Hats, bazaars and fairs : Total hats and bazaars are 217, most noted of which are 

Saheb Bazar, Shal Bagan, New Marke t, Kaliganj, Baneshwar, Taherpur, Narayanpur, 
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Bhabaniganj, Charghat, Durgapur, Godagari, Naohata; fairs 20, most noted of which 

Rath Mela, Bhaga Eid Mela, Baruni Mela, Mundumala Mela, Kakan Hat Mela, 

Sultanganj Mela. 

Main exports : Jute, sugarcane, date molasses, betel leaf, mango, litchi, catechu, silk 

sari, silk fabrics and various industrial products. 

NGO activities : Operationally important NGOs are BRAC, CARE, ASA, GRAMEEN 

BANK, PROSHIKA, CARITAS, THENGAMARA MOHILA SABUJ SANGHA .. 

Health centres : Medical College Hospital 1, Zila Sadar Hospital, Diabetic Hospital, 

1, Heart Foundation Hospital 1, Police Hospital 1, Railway Hospital 1, Leprosy 

Hospital 1, Prison Hospital 1, TB Hospital 1, TB Clinic 1, Triteness Hospital 1, Eye 

Hospital 1, Upazila Health Complex 9, Health & Family Welfare Centre 77, 

Maternity and Child Welfare Centre 1, Veterinary Hospital1, and Satellite Clinic 88. 
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Map of Rajshahi District 
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Map of Rajshahi Metropolitan Area 
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CHAPTER FOUR 

Analysis of Consumer Credit Programme 

4.1 Introduction 

This chapter gives a brief overview of consumer credit programme available in some 

commercial banks of Rajshahi metropolitan area. Performance of the consumer credit 

programmes of some leading banks in Bangladesh has been analyzed in this chapter. 

For this purpose we have presented data from ten commercial banks. Also credit 

disbursement and recovery of loans have been portrayed in tables. 

4.2 Consumer Credit Programme 

Consumer' Credit Scheme or Personal Loan for miscellaneous consumer durable is a 

well-established product in the banking system in the developed financial markets of 

the western world. These days consumer credit has attained a new dimension in life 

style of city dwellers in Bangladesh due to the following contributory factors. 

Due to the demonstration effect and easy accessibility of information there has been 

remarkable changes in the urban life-style among sizable group of people living in 

the capital city of Dhaka and other big cities & important towns throughout the 

country. In recent years, the migration of people from rural areas to emerging urban 

cities & towns due to population pressure and the "demonstration effect" has played 

a decisive role in raising the demands for consumer durables among people who are 

engaged in new employment with fixed monthly income. In addition to this new 

employment, the emerging large Higher Middle Class and Middle Class are also 

playing the role of catalysts in sustaining the emerging phenomenon called 

"Consumerism". Consumer Credit has found new opportunity to cater to the new 

demands of these emerging groups of consumers who broadly fall into two main 

categories: (i) High Income Group; (ii) Middle Income Group. 

In these two categories, falls a segment of people who have fixed income with high 

perks and engage in both private companies and multinationals . Also there is a 

segment of people who have regular monthly income from other sources including 

rental income from properties and income from village homes. People in business 

and doing well also have a variable fixed income to spend on consumer durables. 
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These are the people who have regular income and have better purchasing power 

compared to other segment of the population. Life-styles of such group of people 

have undergone a substantial change in recent years. More & more middle & upper 

middle class people are getting used to the modern and western type of living. As a 

result, consumerism is gaining momentum now in almost every passing day in 

Bangladesh.1 There may be some other reasons for such a rise of consumerism in 

Bangladesh. These are as under : 

(i) Liberalization of import policy & tariff under the regime of market economy since 

1990. (ii) Privatization Policy of the Government. (iii) Widespread growth in private 

imports. (iv) Marked increase in imports of consumer durable like TV, Air

conditioners, Refrigera tor, Oven, Cooker, Telecom, Computers etc. by established 

business houses and new importers. (v) Some local manufacturing enterprises i.e. 

Philips, Rangs Electronics, Singer Bangladesh Limited, Tanin Electronics, Atlas 

Bangladesh & Meher Industries etc. are also producing various consumer goods 

similar to imported ones & otherwise suitable for modern life-style in urban life. All 

these forces are enhancing the utility and value of Consumer Credit in getting access 

to the w ide variety of consumer durables. 

Increased availability of consumer durables of both foreign & local origin in different 

types and brands are attracting more people towards consumer credit as this facility 

is now readily available from reputed institutions including commercial banks and 

private entities. Hence, the demanq for consumer durables has increased 

substantially and the supply of the same has also increased side-by-side in the 

market.2 

In line with the above changes, the commercial banks have also seized the 

opportunity to diversify their businesses. Pubali Bank, Uttara Bank, Islami Bank, 

Prime Bank, Social Inves tment Bank, Al-Arafah Islami Bank and ANZ Grindlays 

Bank have so far introduced consumer credit facility in the market. These banks have 

felt the need for consumer credit due to acute competition am ong the commercial 

banks and h·ying to retain and increase the share of retail banking within total 

Banking portfolio. Another factor that initia ted the banks to enter this new area of 

lending is that conventional lending i.e. 00, PAD, LIM, General Loans etc. are no 

longer considered enough to increase the profitability of banks due to various 
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complexities involved in such lending and the bank's past experience vis-a-vis these 

loans. 

Consumer credit has a different system of operation compared to conventional 

lending. It can be managed by third parties and the risk can be minimized by 

spreading the risk among many small customers and via tight control in assessment 

and monitoring. The example of Grameen Bank before us is really encouraging. 

From a Bank's financial Managem ent point of view consumer credit assumes a 

special importance in that medium term deposits from Pension savings scheme, 

monthly income scheme, fixed deposits of 2-3 years can be matched with medium 

lending of consumer credit scheme (CCS). 

4.3 Consumer Credit Scheme of Some Selected Commercial Banks : 

Considering the available opportunity in consumer credit, commercia l banks can 

reap the benefits ou t of this emerging new banking w indow for lending as other 

banks are doing to maximize profitabili ty in addition to the existing avenues of 

income. Besides, th is is a must if they are to offer "On e Stop Banking"3 and an 

enlarged product package to ou r cus tomers mentions the commercial banks along 

with the banks offering consumer credit scheme. We represent below in tables 4.1 

and 4.2 the bank w ise disbursement of loan and recovery under CCS of ten 

commercial banks in Rajshahi Metropolitan a rea. 

Table - 4.1 : Disbursement of Consumer Credit in Rajshahi 

Bank 1999 2000 
Islami Bank 0.65 0.65 
Prime Bank 1.40 1.45 
National Bank 0.21 0.22 
Mercantile Bank 0.23 0.25 
Oriental Bank 0.40 0.41 
Uttara Bank 0.38 0.38 
Social Investment Bank 0.35 0.38 
IFIC Bank 0.52 0.52 
AI Arafa Islami 0.27 0.28 
Janata Bank - -
Source: Offinal Records of the Branches of the Banks 
No te : *as on 30.06.2003 

2001 2002 2003 
0.70 0.70 0.36* 
1.40 1.75 0.94 
0.22 0.24 0.16 
0.25 0.27 0.15 
0.42 0.43 0.29 
0.40 0.41 0.35 
0.36 0.37 0.34 
0.54 0.55 0.40 
0.27 0.28 0.25 
0.32 0.38 0.22 

(Tk. in Crore) 

Total Avg. SD 
3.06 0.61 0.14 
6.94 1.39 0.29 
1.05 0.21 0.03 
1.15 0.23 0.05 
1.95 0.39 0.06 
1.92 0.38 0.02 
1.80 0.36 0.02 
2.53 0.51 0.06 
1.35 0.27 0.01 
0.92 0.31 0.08 

Table - 4.1 shows tha t highest amount of loan w as given by Prime Bank during 1999-

2003. This was Tk. 6.93 lakh followed by Islami Bank, IFIC, Oriental Bank, Uttra 

Bank, Social Investment, NBL, Al - Arafa, Mercantile and Sonali bank respectively. 
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The highest total amount of consumer credit was disbursed by the Prime bank 

during the study period, which followed by the Islami bank, IFIC bank, Oriental 

bank, Uttara bank, social investment bank and others bank in the country. The 

average consumer credit Tk. 1.39 crore was disbursed by the Prime bank during the 

study period, Tk. 0.61 crore by the Islami bank, Tk. 0.51 crore by the IFIC bank, Tk. 

0.39 crore by the Oriental bank, Tk. 0.38 by Uttara bank, Tk. 0.36 crore by the Social 

Investment bank, Tk. 0.31 crore by the Janata bank, Tk. 0.27 crore by the AI Arafa 

Islami banJ.<, Tk. 0.23 crore by the Mercantile bank and Tk. 0.21 crore by the National 

Bank respectively. The standard deviation of the consumer credit disbursement 

during the study was highest in the Prime bank and lowest in case of AI Arafa Islami 

bank. 

Table - 4.2 : Recovery of Consumer Credit in Rajshahi 

Bank 1999 2000 
Islami Bank 0.65 0.64 
Prime Bank 1.40 1.44 
National Bank 0.21 0.22 
Mercantile Bank 0.23 0.25 
Oriental Bank 0.40 0.41 
Uttara Bank 0.38 0.38 
Social Investment Bank 0.35 0.38 
IFIC Bank 0.52 0.51 
AI Arafa Islami 0.27 0.28 
Janata Bank - -
Source: Offiaal Records of the Branches of the Banks. 
Note : • as on 30.06.2003 

2001 2002 
0.69 0.67 
1.37 1.68 
0.22 0.23 
0.25 0.26 
0.41 0.41 
0.39 0.39 
0.35 0.36 
0.53 0.53 
0.26 0.27 
0.31 0.36 

(Tk. in Crore) 

2003 Total Avg. SD 
0.34* 2.99 0.60 0.14 
0.89 6.78 1.36 0.29 
0.15 1.03 0.21 0.03 
0.14 1.12 0.22 0.05 
0.28 1.91 0.38 0.06 
0.33 1.87 0.37 0.02 
0.32 1.76 0.35 0.02 
0.38 2.47 0.49 0.06 
0.24 1.32 0.26 0.02 
0.21 0.89 0.30 0.08 

Table - 4.2 shows the credit recovery of the Consumer Credit Scheme of the 

commercial banks in Rajshahi. It has been found that the total consumer credit 

recovery during the study period of the Rajshahi of Islami bank, Prime bank, 

National bank, Mercantile bank, Oriental bank, Social Investment bank, IFIC bank, 

AI Arafa Islami bank and Janata bank were Tk. 2.99 crore, Tk. 6.78 crore, Tk. 1.03 

crore, Tk. 1.12 crore, Tk. 1.91 crore, Tk. 1.87 crore, Tk. 1.76 crore, Tk. 2.47 crore, Tk. 

1.32 crore, 0.89 crore respectively. Average consumer credit recovery of these banks 

during the study period were Tk. 0.60 crore, Tk. 1.36 crore, Tk. 0.21 crore, Tk. 0.22 

crore, Tk. 0.38 crore, Tk. 0.37 crore, Tk. 0.35 crore, Tk. 0.49 crore, Tk. 0.26 crore and 

Tk. 0.30 crore respectively. The bank wise disbursement and recovery of loans for 

Consumer Credit are shown in figures as follows : 
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Year wise Disbursement and Recovery of Consumer Credit of Islami Bank in 
Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of Prime Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of National Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of Mercantile Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of Oriental Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of Uttara Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of Social Investment 

Bank in Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of IFIC Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of AI Arafa Bank in 

Rajshahi during 1999-2003 
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Year wise Disbursement and Recovery of Consumer Credit of Janata Bank in 

Rajshahi during 1999-2003 
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Table- 4.3: Total Num ber of Borrowers of Different Banks under Consumer Credit 
Programme in Rajshahi Metropolitan Area during 1998-2003. 

Name of Bank 1998 1999 2000 2001 2002 2003 Total Avg. %of Total 
Islami Bank 154 152 164 180 175 190 1015 169.17 17.30 
Prime Bank 140 144 155 167 171 182 959 159.83 16.34 
National Bank 70 82 79 78 90 94 493 82.17 8.40 
Mercantile Bank - - 80 104 110 161 455 113.75 7.75 
Oriental Bank 88 80 76 78 84 88 494 82.33 8.42 
Uttara Bank 80 83 89 90 94 91 527 87.83 8.98 
Social Investment Bank 68 71 74 76 75 82 446 74.33 7.60 
IFIC Bank 98 102 115 108 124 130 677 112.83 11.54 
Al-Arafa Bank 72 88 82 89 95 98 524 87.33 8.93 
Jonata Bank - - - 90 92 96 278 92.67 4.74 
Total 770 802 914 1060 1110 1212 5868 978.00 100.00 

Source: Official Records of the Branches of the Banks. 

Total number of borrowers of the Consumer Credit Scheme of the commercial banks in 

Rajshahi has been portrayed in table 4.3. It has been found that the total number of borrowers 

during 1998 - 2003 of ten banks were 1015, 959, 493, 455, 494, 527, 446, 677, 524 and 278 

respectively. The average number of borrowers during the period was 169.17, 159.83, 82.17, 

113.75, 82.33, 87.83, 74.33, 112.83, 87.33 and 92.67 respectively. Among the total number of 

borrowers, 17.30 percent of the borrowers are under the Islami Bank, followed by the 16.34 

percent under the Prime bank, 11.54 percent under the IFIC bank, 8.98 percent under the 

Uttara bank and 8.93 percent under the Al Arata bank. This indicates that the number of 

borrowers increased during the study period. This indicates that the consumer credit scheme 

is becoming popular day by day. This has been reflected in the growth of the number of 

borrowers over time. This is shown in figure 4.21 below : 

Growth of Borrowers under Consumer Credit Programme of Different Banks m 
Rajshahi Metropolitan Area during 1998-2003. 
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Table- 4.4: Disbursement of Consumer Credit of Prime Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. %of total 
Computer 0.63 0.65 0.63 0.79 0.42 3.12 0.62 45.00 
Fridge 0.14 0.15 0.14 0.18 0.09 0.69 0.14 10.00 
CTV 0.21 0.22 0.21 0.26 0.14 1.04 0.21 15.00 
Care 0.28 0.29 0.28 0.35 0.19 1.39 0.28 20.00 
TeleE_hone 0.07 0.07 0.07 0.09 0.05 0.35 0.07 5.00 
Others 0.07 0.07 0.07 0.09 0.05 0.35 0.07 5.00 
Total 1.40 1.45 1.40 1.75 0.94 6.94 1.39 100.00 

Source: Official Records of the Banks 

Table-4.4 reveals that the highest amount of consumer credit was given for computer 

purchase i.e. Tk. 3.12 lakh. It was percent 45 of the total advances. Next highest 

advances were given for the purchase of percent Car i.e., 20, amounting to Tk. 1.387 

lakhs. 15 percent of the advances were given for CTV, Tk. being 1.64 lakh, 10% was 

given for Fridge i.e. Tk. .69 lakh. 5% was given for telephone facilities Tk. .346 lakh, 

and 5 percent was given for other facilities. The year-wise trend in the disbursement 

of credit by this bank has been diagrammatically represented in fig. 4.20. The 

disbursement of CCS of Islami Bank, Rajshahi has been shown in the table 4.5. 

Table- 4.5: Disbursement of Consumer Credit of Islami Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. % of total 
Renovation of 

13.072 12.066 14.072 13.05 13.07 65.33 13.07 21.22 
House Building 
Computer 12.15 12.1 12.2 13.15 11.15 60.75 12.15 19.73 
CTV 8.715 8.713 7.714 9.715 8.713 43.57 8.71 14.15 
Fridge 7.084 7.085 7.083 7.088 7.08 35.42 7.08 11.51 
Furniture 6.536 6.535 6.537 6.53 6.542 32.68 6.54 10.62 
Air-cooler 2.016 2.015 2.017 2.016 2.016 10.08 2.02 3.27 
Others 12.004 12.004 12.004 12.004 12.004 60.02 12.00 19.50 
Total 61 .577 60.518 61.627 63.553 60.575 307.85 61.57 100.00 

Sou rce: Official Records of the Bank 

Table-4.5 indicates that in Islami Bank, the advances were given mainly for 

renovating house building, computer, CTV, Fridge, furniture purchase, air cooler, 

and others. Higher amount was given for home building followed by computer, 

CTV, Fridge, Furniture, AC and others respectively. The Islami Bank also allows 

consumers to have credit for renovating house building under the consumer credit 

programme. This is an exceptional case in all over Bangladesh. During the study 

period total consumer credit disbursed Tk. 65.33 crore for house building, Tk. 60.75 
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crore for computer, Tk. 43.57 crore for color television, Tk. 35.42 crore for 

refrigerator, Tk. 32.68 crore for furniture, Tk. 10.08 crore for air-cooler and Tk. 60.02 

crore for other products. The disbursement of CCS by Islarni Bank under different 

heads has been shown in figure 4.1. We present below the disbursement of CCS of 

eight other banks in tables 4.7, 4.8, 4.9, 4.10, 4.11, 4.12, 4.13 and 4.14 respectively. 

Table - 4.6 : Disbursement of Consumer Credit of Oriental Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. o;;, of total 
Computer 0.08 0.08 0.07 0.07 0.05 0.35 0.07 17.54 
Television 0.07 0.08 0.09 0.09 0.06 0.39 0.08 19.55 
Fridge 0.04 0.05 0.08 0.07 0.04 0.28 0.06 14.04 
Furniture 0.09 0.07 0.06 0.06 0.03 0.31 0.06 15.54 
Motor cycle 0.06 0.06 0.07 0.07 0.02 0.28 0.06 14.04 
Micro oven 0.03 0.04 0.04 0.04 0.04 0.19 0.04 9.52 
Air-cooler 0.02 0.02 0.02 0.02 0.04 0.12 0.02 6.02 
Washing Machine 0.01 0.01 0 0.01 0.045 0.08 0.02 3.76 
Total 0.4 0.41 0.43 0.43 0.325 2.00 0.40 100.00 

Source: Official Records of the Bank 

Table-4.6 shows the year-wise disbursement of consumer credit of Oriental Bank 

during 1999 to 2003. In Oriental Bank, highest advances were given for Television 

purchase (Tk.0.39 Lakh) followed by Computer (Tk. 0.35 lakh), Furniture (Tk. 0.31 

lakh), Fridge (Tk. 0.28 lakh), Motor cycle (Tk. 0.28 lakh), Micro oven (Tk. 0.19 lakh), 

Ari caller (Tk. 0.12 lakh) respectively. The average amount of consumer credit 

disbursed for television, computer, fridge, furniture, motor cycle and micro oven 

were Tk. 0.08 crore, Tk. 0.07 crore, Tk. 0.06 crore, Tk. 0.06 crore, Tk. 0.06 crore and Tk. 

0.04 crore respectively. 

Table- 4.7: Disbursement of Consumer Credit of National Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. %of total 
Furniture 0.06 0.06 0.05 0.05 0.08 0.30 0.06 28.57 
Computer 0.05 0.05 0.06 0.06 0.03 0.25 0.05 23.81 
CTV 0.04 0.04 0.04 0.04 0.04 0.20 0.04 19.05 
Fridge 0.04 0.04 0.04 0.04 0.04 0.20 0.04 19.05 
Others 0.02 0.02 0.02 0.02 0.02 0.10 0.02 9.52 
Total 0.21 0.21 0.21 0.21 0.21 1.05 0.21 100.00 

Source: Official Records of the Bank 

Table-4.7 shows the year-wise disbursement of consumer credit of National Bank 

during 1999-2003. In NBL, highest amount was given for Furniture (Tk. 0.30 lakh) . 

Next highest was given for Computer (Tk. 0.25 lakh), CTV (Tk. 0.20 lakh), Fridge (Tk. 
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0.20 lakh) and other (Tk.0.10 lakh) . The average amount of Consumer credit 

disbursed for Furniture, computer, color television, fridge and other products were 

Tk. 0.06 crore, Tk. 0.05 crore, Tk. 0.04 crore, Tk. 0.04 crore and Tk. 0.02 crore 

respectively. 

Table- 4.8: Disbursement of Consumer Credit of Uttra Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. %of total 
Computer 0.12 0.14 0.13 0.11 0.1 0.60 0.12 31 .20 
Fridge 0.12 0.12 0.12 0.11 0.1 0.57 0.11 29.64 
CTV 0.12 0.1 0.11 0.14 0.1 0.57 0.11 29.64 
Furniture 0.008 0.008 0.004 0.007 0.005 0.03 0.01 1.66 
Motor cycle 0.012 0.012 0.008 0.008 0.005 0.05 0.01 2.34 
Telephone 0.007 0.004 0.012 0.01 0.008 0.04 0.01 2.13 
Air-cooler 0.004 0.004 0.004 0.01 0.002 0.02 0.00 1.25 
Others 0.012 0.012 0.012 0.005 0.00 0.04 0.01 2.13 
Total 0.403 0.4 0.4 0.4 0.32 1.92 0.38 100.00 

Source: Official Records of the Bank 

Table-4.8 shows the year-wise disbursement of consumer credit of Uttra Bank. In 

Uttra Bank, highest loan was given for computer (Tk. .60 lakh), Tk. 0.57 lakh for 

Fridge, Tk. 0.57 lakh for CTV, Furniture Tk. 0.03, Motor cycle Tk. 0.045, Telephone 

Tk. 0.038, Ari cooler Tk. 0.024 and others 0.041 respectively. The average amount of 

consumer credit disbursed by the Uttara bank during the study period for computer, 

fridge and color television were Tk. 0.12 crore, Tk. 0.11 crore and Tk. 0.11 crore 

respectively. 

Table - 4.9 : Disbursement of Consumer Credit of Social Investment Bank, 

Rajshahi Branch (Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. % of total 
Furniture 0.16 0.16 0.17 0.17 0.15 0.80 0.16 40.20 
Computer 0.09 0.09 0.09 0.09 0.08 0.43 0.09 21.61 
CTV 0.04 0.05 0.04 0.14 0.14 0.39 0.08 19.60 
Fridge 0.04 0.05 0.04 0.04 0.05 0.20 0.04 10.05 
Motor Cycle 0.02 0.02 0.02 0.02 0.07 0.02 3.52 
Others 0.02 0.03 0.02 0.02 0.02 0.10 0.02 5.03 
Total 0.35 0.38 0.36 0.46 0.44 1.99 0.40 100.00 

Source: Official Records of the Bank 

Table-4.9 shows year-wise disbursement of consumer credit of Social Investment 

Bank. The average total disbursement of consumer credit during the period of the 

bank was Tk. 0.40 lakh. The total amount of Tk. 1.99 lakh was disbursed during this 
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period for consumer credit. The highest amount of consumer credit was disbursed 

for furniture purpose, which was 40.20 percent of the total credit disbursed, which 

followed by computer purpose 21.61 percent, C1V purpose, 10.05 percent for fridge 

purpose, 3.52 percent for motor cycle purpose and 5.03 percent for other purpose. 

Table- 4.10: Disbursement of Consumer Credit of IFIC Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. %of total 
Furniture 0.05 0.05 0.09 0.06 0.08 0.33 0.07 12.85 
Computer 0.26 0.26 0.25 0.25 0.16 1.18 0.24 46.48 
Fridge 0.10 0.11 0.11 0.11 0.08 0.50 0.10 19.68 
CTV 0.05 0.05 0.05 0.05 0.04 0.24 0.05 9.53 
Other 0.05 0.05 0.06 0.09 0.04 0.29 0.06 11.46 
Total 0.52 0.52 0.55 0.55 0.39 2.53 0.51 100.00 

Source: Official Records of the Bank 

Table-4.10 shows the year wise disbursement of consumer credit of IFIC Bank. The 

average total disbursement of consumer credit during the period of the bank was Tk. 

0.51 lakh. The total amount 'of Tk. 2.53 lakh was disbursed during this period for 

consumer credit. The highest amount of consumer credit was disbursed for computer 

purpose. 46.48 percent credit of the total credit was disbursed for computer purpose, 

which followed by fridge purpose 19.68 percent, 12.85 percent for furniture purpose, 

11.46 percent for other purpose and 9.53 percent for CTV purpose. 

Table - 4.11 : Disbursement of Consumer Credit of AI Arafa Bank, Rajshahi 

Branch (Tk. in Crore) 

Items 1999 2000 2001 2002 2003 Total Avg. %of total 
Furniture . 0.19 0.19 0.19 0.19 0.18 0.93 0.19 50.00 
Fridge 0.07 0.08 0.07 0.08 0.07 0.37 0.07 20.00 
Computer 0.07 0.08 0.07 0.08 0.07 0.37 0.07 20.00 
Ornament 0.04 0.04 0.04 0.04 0.04 0.19 0.04 10.00 
Total 0.37 0.38 0.37 0.38 0.35 1.85 0.37 100.00 

Source: Official Records of the Bank 

Table-4.11 shows the year wise disbursement of consumer credit of AI Arafa Bank. 

The average total disbursement of consumer credit during the period of the bank 

was Tk. 0.37lakh. The total amount of Tk. 1.85lakh was disbursed during this period 

for consumer credit. The highest amount of consumer credit was disbursed for 

furniture purpose. 50.0 percent credit of the total credit was disbursed for furniture 

purpose, which followed by fridge and computer purpose 20.0 percent and 10.0 

percent for ornament purpose. 
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Table - 4.12 : Disbursement of Consumer Credit of Mercantile Bank, Rajshahi 

Branch (Tk. in crore) 

Items 1999 2000 2001 2002 2003 Total Avg. 1Yo of total 
Furniture 0.03 0.04 0.04 0.04 0.02 0.17 0.03 15.00 
Computer 0.07 0.08 0.08 0.08 0.05 0.35 0.07 30.00 
CTV 0.03 0.04 0.04 0.04 0.02 0.17 0.03 15.00 
Fridge 0.05 0.05 0.05 0.05 0.03 0.23 0.05 20.00 
Phone 0.02 0.03 0.03 0.03 0.02 0.12 0.02 10.00 
Others 0.02 0.03 0.03 0.03 0.02 0.12 0.02 10.00 
Total 0.23 0.25 0.25 0.27 0.15 1.15 0.23 100.00 

Source: Official Records of the Bank 

Table-4.12 shows the disbursement of consumer credit of Mercantile Bank on the 

basis of different products. During the study period the bank has disbursed total 

amount of credit Tk. 1.15 crore and the average credit disbursement per year was Tk. 

0.23 crore. The bank disbursed Tk. 0.23 crore in 1999, which decreased to Tk. 0.15 

crore in the year 2003. The bank disbursed 30.0 percent of its total credit to its clients 

for the purchase of computer followed by 20.0 percent of its total credit for 

refrigerator, 15.0 percent for furniture and color television and 10 percent for phone 

and others products. 

Table- 4.13: Disbursement of Consumer Credit of Janata Bank, Rajshahi Branch 
(Tk. in Crore) 

Items 2001 2002 2003 Total Avg. %of total 
Furniture 0.06 0.08 0.04 0.18 0.06 20.00 
Computer 0.06 0.08 0.04 0.18 0.06 20.00 
CTV 0.08 0.10 0.06 0.23 0.08 25.00 
Fridge 0.03 0.04 0.02 0.09 0.03 10.00 
Phone 0.03 0.04 0.02 0.09 0.03 10.00 
Others 0.05 0.06 0.03 0.14 0.05 15.00 
Total 0.32 0.38 0.22 0.92 0.31 100.00 
Source: Offiaal Records of the Bank 

Table-4.13 shows the disbursement of consumer credit of Janata Bank on the basis of different 

products. During the study period the bank has disbursed total amount of credit Tk. 0.92 crore 

and the average credit disbursement per year was Tk. 0.31 crore. The bank disbursed Tk. 0.32 

crore in 2001, which decreased to Tk. 0.22 crore in the year 2003. The bank disbursed 25.0 

percent of its total credit for the purchase of color television followed by 20.0 percent of its 

total credit for furniture and computer, and 10 percent for refrigerator and phone. 

4.4 Principles of Lending 

A treaty of bank lending must begin with the lending principles. Techniques, tools 

and methods are available for appraising a credit proposal. These are mostly 
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mechanical. But in absence of principles one will be rudderless on board a gadget

full modem ship, not knowing where to go. 

Safety and Security 

Loan should be granted to a reliable borrower who could repay it within a short 

period from marketable security as collateral, besides the principal security, say 

stocks, so that, if the borrower failed, the banker could fall back upon the collateral. 

The principle of safety and security was redefined in the changed environment. Bankers were 

asked now to concentrate more on the business of the borrower and move away from the 

concept of collateral. The capacity of the entrepreneur to keep the business running and create 

a surplus would henceforth be treated as best security of the banker.4 

Liquidity of Advance 

The principle of liquidity is ~lso changing. It was generally believed, at one time, that 

a bank would remain liquid if its advances were also liquid. This principle of 

liquidity had flown from the generally short-term nature of bank advance. It was 

upsetting for a banker to find himself in a ' locked-in' position. This thinking also 

stemmed, in part, from the traditional view that the role of commercial banking was 

to support only the seasonal financial requirements of customers. 

The traditional concepts have shifted considerably in recent decades. Bankers are no 

longer bothered by being 'locked-in' . The truth is that, even before the more recent 

·forms of commercial banking lending came to be accepted, bankers were involved in 

permanent type of loans without real misgiving. 

Desirability 

The principle of suitability and desirability has thus taken a new turn with the 

nationalization of banks. This often outweighs the cardinal principle of safety and 

security. Emphasis is now laid on the suitability or desirability of a venture from the 

point of view of the economic imperatives of the country. Banks are told that an 

advance might have to be granted despite its being very risky because the need of the 

borrower might happen to be essential for the economic need of the nation. 
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Profitability 

The next classical principle of bank lending is profitability. Banks, like any other industrial 

venture, were expected to make a profit and pay dividend to the satisfaction of its 

shareholders. Under private management it was also necessary to see that the market price of 

shares of the bank did not fall, i.e., the market must have confidence in the individual bank. 

This was all the more important to prevent a run on the bank. The market confidence was 

directly dependent upon the profitability of the bank. Interest income being the main source of 

revenue, rates of interest were expected to be such that a reasonable margin was available for 

payment of overheads and creating a surplus to pay dividend and strengthen the capital base.s 

Satisfying Profit 

Banks are, therefore, required to rearrange their credit portfolio in such a balanced way as to 

ensure a fair rate of return on overall investment and, at the same time, extent preferential 

treatment to the hitherto, neglected sectors. 

A credit appraiser must, therefore, have an elastic outlook in respect of principles of lending. 

Principles flow from objective. The principal objective being development-banking in a 

changing environment, a credit appraiser must be flexible in judging a credit proposal and 

keep his options open.6 It is his duty to see how best he can assess and satisfy the genuine 

requirement of a borrower, of which, the latter may not always be aware. 

4.5 Lending Policy 

Importance 

The bank laws of conventional banks, i.e. , banks, other than the specialized banks, do not 

generally provide suitable provisions for safe, sound and profitable bank lending; but it is 

advisable that every individual bank should establish its lending policy in writing. The 

primary purpose of a written credit or lending policy is to provide a framework of standards 

within which individual lending personnel can operate with confidence. In a bank having 

written lending policy, every individual lending personnel can take decision in loan matters 

within his delegated authority . Without it, there is tendency to either concentrate all decision 

making in one or two persons at or near the top.? 
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Contents of Lending Policy 

There may be variations in the contents of lending policy of different banks on the basis of the 

needs of respective bank. But a comprehensive loan policy should cover the following areas, 

namely: 

(i) Legal considerations : In order to avoid inadvertent violation of the provision of banking 

laws, the bank's legal lending limit and other constraints should be set forth in the lending 

policy. (ii) Delegation of authority : Each individual loan officer should know precisely how 

much and under what conditions he or she may commit the bank's funds . These authorities 

should be approved by written resolution of the Board of Directors at least annually and kept 

current at all times. (iii) Types of credit extension : One of the most substantive parts of a 

lending policy is a delineation of which types of loan are acceptable and which are not. (iv) 

Pricing : The price to be charged for the goods or services rendered is very important. Relative 

uniformity within the same market is necessary. Without it, individuals have few guidelines 

for quoting rates or fees, and the variations resulting from human nature will be a source of 

customer dissatisfaction. (v) Market area : Each bank should establish its proper market area, 

.based upon, among other things, the size and sophistication of its organization, its ability to 

serve its customers, and its ability to absorb risks. Given the bank's capital, defining market 

area is probably more important in the lending function than in any other aspect of banking.s 

(vi) Loan standards : This is a definition of the types of credit to be extended, wherein 

qualitative standards for acceptable loans are set forth . (vii) Credit granting procedures :This 

subject may be covered in a separate manual. It is very much a factor in the achievement of 

sound loan standards. Without proper procedures, policy and standards are not likely to be 

achieved. 

Market Area of Bank 

The market area of bank may be the town, city, region, state or the world . The economic 

characteristic of the market of a bank influences the composition of its portfolio by type, 

maturity and repayment plan of loans. Most important in establishing market area for loans is 

the ability of the lending staff to safely and adequately serve the portfolio.9 

Distribution of Loan 

The distribution of various types of loan is another basic matter requiring management 

decision. There are a number of factors, which bear directly on the decision as to the desired 



Analysis ofConsumer Credit Programme 109 

levels of commercial and industrial loan, real estate loan, and consumer credit. Some of these 

factors are (1) the nature and stability of deposits, (2) the percentage of time versus demand, 

and (3) deposit trends. It is better to state categorically in the lending policy those types of 

loans, which are not acceptable than it is to list acceptable credit categories. Examples of 

desirable loans may include the following : (i) Short- term working capital loans that are self

liquidating in nature; (ii) Loans to experienced farmers where source of repayment is clear, 

such as, crop loans; (iii) Loans to finance the carrying of commodities where the collateral is 

negotiable warehouse receipts; (iv) Non-speculative construction loans with firm takeout 

commitments from reliable long-term lenders; (v) Various kinds of consumer loans. (vi) 

Construction loans on housing; Other desirable types of loans might be (1) first mortgages on 

single family house with adequate equity, (2) loans secured by good quality marketable 

securities and (3) property margined, etc. unacceptable types of loans may vary from one bank 

to another. In any case, illegal loans and loans solely for speculative purpose should always be 

included in the unacceptable types of loans. Some other unacceptable loans may be the 

following : loans secured by second mortgages on real estate, loans to new business unless 

well collateralized; unsecured loans for real estate purposes, loans where the source of 

payment is solely public or private financing, not firmly committed, loans based on 

unmarketable securities.1o 

Delegation 

The delegation of lending authority is an integral part of loan policy. Delegation of lending 

usually exists in some form or other, even though the bank may have no other written loan 

policy. The Directors normally do not meet frequently to serve the credit needs of the bank's 

borrowing customers. So every bank, small or big, has to delegate some lending authority to 

its officers. There exists three broad categories of lending authority to its officers. They are (a) 

individual authorities, (b) group combination of two or more individuals, and (c) formal 

committees. While some banks function with only one of these methods of approving loans, 

most banks employ a combination of two or more. 

Principles of Good Lending 

Lending money to different kind of borrowers is one of the most important functions of a 

bank. Lending is a risky business. The borrowers from a bank range from individuals to 

partnership firrns, joint stock companies, institutions, societies, corporations, etc., engaged in 

such activities as farming, transport, business and industry, etc. The nature of their economic 

activity, the location of business, financial stability, earning and re-paying capacity, purpose of 
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advance security for advance-all differ.ll To do this business of lending successfully and 

profitably, a banker has to follow certain principles, some of which are discussed in detail : 

(i) Safety 

The very survival of a banker depends on the safely of his loans and advances. The ideal 

position is when all the advances are fully secured. But due to keen competition among 

bankers, they have to advance loans, which may not be secured. Here a banker has to use his 

discretion and judgement about the customer. Therefore, to maintain a banking concern in a 

sound condition, it is very essential that the safety of its advances to customers should be its 

first principle. Care should be taken to ensure that the funds advanced are not subject to any 

risk of being lost. 

(ii) Borrower's Character, Capacity, Standing, Means 

Wherever a banker lends money, he must carefully consider the chances of his being repaid by 

the borrowers, which depend upon the character, capacity, standing and means of the 

borrowers. The bank may sometimes allow a considerable unsecured loan to a substantial 

customer in whose integrity and honesty he has complete confidence. It is extremely difficult 

to judge the character of a borrower. Generally, he sincerely wants to repay the bank loan at 

the time of maturity. However, he may not be in a position to return it. Character and honesty 

are subjective, and they can be judged in each case by bank officials on the basis of the 

information they have and other factors. The standing and means of the borrowers can be 

known from their bank account, business record, market good will, etc. The repaying capacity 

of a farmer, for example, is always uncertain, because their economic well-being depends on 

the vagaries of nature. Similarly the repaying capacity of small businessmen is not easy to 

assess, for it depends on many factors, viz. the nature of business, purpose of advance, the 

amount of loan, the period of advance and the source of repayment. 

(iii) Nature of Business 

A business may be sub-divided into many categories, e.g., manufacturing business, trading 

business, import and export business, wholesale and retail business having a monopoly of the 

market or a business having a keen competition in the market, a business having a tremendous 

scope for increase in demand or a business having not much scope for increase in future 

demand. It may be seen here that there may be innumerable types of business and the 

repaying capacity of a borrower depends, to a great extent, on the nature of the business he is 

engaged in. 
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(iv) Security 

The security offered against the loan may be various. It may vary from gold and silver to stock 

exchange securities, goods, and documents of title to goods, insurance policy and immovable 

property. The security accepted by a banker to cover a bank advance must be adequate, 

readily marketable, easy to handle and free from any encumbrance. There may be cases where 

there is no security except the personal security of the debtor. Whatever be the security, a 

banker must realize that it is only a cushion to fall back upon in case of need, and its adequacy 

alone should not form the sole consideration for judging the suitability of a loan. 

(v) Location of Business 

The location of business largely influences the type of security that may be offered for a bank 

offered a large quantity of shipping documents, or other documents of title to goods as 

security for advances. In the countryside and in the interior, the security may be the produce 

of an agricultural area, which has to be financed for the purpose of being taken to various 

centres of consumption. Title de~ds of property for the purpose of raising temporary loans are 

also handled in almost every locality, whether it is in a commercial town or the countryside. In 

industrial areas, the finished goods as well as raw material would be offered as security 

against advances. A bank, which has a large number of branches, is undoubtedly in a 

favorable position, because the securities on which its money is advanced are well spread 

out.I2 

(vi) Liquidity 

The banker, while making advance, must see to it that the money lent is not locked up for a 

long time. Liquidity of capital is another important principle of good lending. If a banker 

advances for the fixed assets requirements o~ a business, which are of a long-term nature, 

where is no likelihood of his being able to recall such loans in time to meet the demands of his 

depositors, in case a general withdrawal of deposits takes place. This is an important aspect of 

banking, which distinguishes it from insurance finance or industrial finance. Of course, 

industrial banks, which have a large capital of their own and which borrow funds for long 

periods generally by the issue of bonds and debentures, can safely lend the required amount 

for fixed assets, for they can afford to wait for a log time for the repayment of their advances, 

since their liabilities do not mature on demand or at short notice. 
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(vii) Safe Margin 

When a security is offered to cover a bank advance, the banker has to consider two aspects, the 

first is economic, consisting of an estimate of the probable market value of the security at the 

time of its realization, and the second is the legal aspect, that is, the validity of the security 

offered and the difficulties that may arise in its enforcement. The principle generally followed 

in these cases, with a view to arriving at the maximum amount which could be safely 

advanced,B is to take the market value of the security offered and leave a sufficiently safe 

margin, both for fluctuations in value and interest accumulation. The banker should take care 

to ensure that not only its valuation is accurate but that, in the case of securities of a 

speculative nature which are subject to heavy fluctuations, the margin of safety is maintained 

in the form of a much higher percentage than it is in other cases. Moreover, if there is a 

subsequent fall in the market prices of the securities deposited with the banker, it would be 

necessary to call for more margin. 

4.6 Performance of Some Selected Banks of Bangladesh 

In a developing society like Bangladesh, banks are also required to fulfil some social 

responsibilities. The lending policies of banks should be to provide credit facilities to the 

neglected sectors of the economy. Banks are now playing an active role in serving the 

development needs of the economy in conformity with the national policy and objectives. 

With the changing perspective, the attitude of banks in following the principle of security in 

lending to the weaker sections of society must be changed. Security for the advances should 

not be demanded exclusively in the tangible assets of the managerial ability, honesty and 

integrity of the borrower. In recent years, banks have been providing finance on a large scale 

to agriculturists, small industrialists, professional persons, transporter, self-employed etc. 

Some advances to weaker and underprivileged sections are given at concessional rate of 

interest. But it may be noted that, despite changes in the lending policies, the banks follow the 

basic principles of sound lending which are fundamental. However, the method of lending are 

from time to time modified to suit the present needs of the society.14 

We now represent below disbursement under CCS recovery position, outstanding and bad 

debt of ten selected commercial banks in Bangladesh in tables 4.14, 4.15, 4.16 and 4.17 

respectively. 
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Table - 4.14 : Disbursement of Consumer Credit of Different Banks in Bangladesh 
(Tk. In Crore) 

Bank 1999 
Isiami Bank 125.62 
Prime Bank 47 
National Bank 5.2 
Mercantile Bank 0.00 
Oriental Bank 6.4 
Uttara Bank 4.3 
Social Investment 7 
IFIC Bank 469 
AI Arafa Islami 5.38 
Janata Bank 5.3 
Source: Offiaal Records of the Banks 
Note : •as on 30.06.2003 

2000 2001 
194.84 256.09 

89 127 
7.32 11.4 
0.00 36 
11.2 29.3 
5.96 10.25 

6 26 
703.5 938 
10.5 26.28 
6.96 12.45 

2002 2003 Total Avg. SD 
321 .01 138.51* 1036.07 207.21 81.96 

156 175 594 118.80 51.61 
14.56 17.25 55.73 11.15 4.97 

66 . 50 152 30.40 29.71 
54.1 75 176 35.20 29.08 

12.31 15.33 48.15 9.63 4.53 
63 378 480 96.00 159.32 

1172.5 1407 4690 938.00 370.78 
50.2 68.12 160.48 32.10 26.64 

15.61 18.54 58.86 11.77 5.61 

Table-4.14 shows the disbursement of the consumer credit of ten selected banks during 1999-

2003. The total amount of consumer credit disbursement of the IBBL, Prime Bank, NBL, 

Mercantile Bank, Oriental Bank, Uttara Bank, Social Investment Bank, IFIC Bank, AI Arafa 

Islami Bank and Janata Bank during the period were Tk. 1036.07 crore, Tk. 594 crore, Tk. 55.73 

crore, 152 crore, Tk. 176 crore, Tk. 48.15 crore and Tk. 480 crore respectively. The average 

consumer credit disbursement of the banks during the period were Tk. 96.00 crore, Tk. 30.40 

crore, Tk. 207.21 crore, 118.80 crore, Tk. 938.00 crore, Tk. 35.20 crore and Tk. 11.15 crore 

respectively, and the standard deviations were 159.32, 29.71, 81 .96, 51.61, 370.78, 29.08 and 4.97 

respectively. 

Table - 4.15 : Recovery of Consumer Credit of Different Banks in Bangladesh 
(Tk. In Crore) 

Bank 1999 
Islami Bank 95.46 
Prime Bank 35.25 
National Bank 2.67 
Mercantile Bank 0.00 
Oriental Bank 5.76 
Uttara Bank 4.21 
Social Investment 8 
IFIC Bank 249.21 

AI Arafa Islami 5.21 
Janata Bank 5.11 
Source: Offiaal Records of the Banks 
Note : •as on 30.06.2003 

2000 2001 
148.62 200.46 
66.75 95.25 
3.76 5.86 
0.00 20 

10.08 26.37 
5.9 9.54 
10 31 

373.81 498.41 
10.05 24.8 
6.22 10.15 

2002 2003 Total Avg. SD 
255.2 62.24* 761.98 152.40 77.88 
117 131.25 445.5 89.10 38.70 
7.49 8.87 28.65 5.73 2.56 
26 21 67 13.40 12.44 

48.69 67.5 158.4 31.68 26.17 
10.41 12.22 42.28 8.46 3.31 

13 412 474 94.80 177.55 
623.02 747.62 2492.07 498.41 197.01 

45.1 62.32 147.48 29.50 24.04 
12.51 15.44 49.43 9.89 4.30 

Table -4.15 depicts the recovery of the consumer credit of the banks during 1999-2003. The 

average consumer credit disbursement of the banks during the period were Tk. 94.80 crore, Tk. 

13.40 crore, Tk. 152.40 crore, Tk. 89.10 crore, Tk. 498.41 crore, Tk. 31.68 crore and Tk. 5.73 crore 

respectively, and the standard deviations were 177.55, 12.44, 77.88, 38.70, 197.01, 26.17 and 2.56 
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respectively. Now we present here the bank wise disbursement and recovery of loans for 

Consumer Credit are shown in figures as follows : 

Year wise Disbursement and Recovery of Consumer Credit of Islami Bank 
in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by Islami Bank 
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Recovery of Consumer Credit by Islami Bank 
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Year wise Disbursement and Recovery of Consumer Credit of Prime Bank 
in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by Prime Bank 
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Recovery of Consumer Credit by Prime Bank 
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Year wise Disbursement and Recovery of Consumer Credit of National 
Bank in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by National Bank 
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Recovery of Consumer Credit by National Bank 
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Year wise Disbursement and Recovery of Consumer Credit of Mercantile 
Bank in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by Mercantile Bank 
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Recovery of Consumer Credit by Mercantile Bank 
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Year wise Disbursement and Recovery of Consumer Credit of Oriental 
Bank in Bangladesh during 1999-2003 

Disbursement of Consumer Credit 'by Oriental Bank 
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Disbursement of Consumer Credit by Oriental Bank 
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Year wise Disbursement and Recover-y of Consumer Credit of Uttara Bank 
in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by Uttara Bank 
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Recovery of Consumer Credit by Uttara Bank 
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Year wise Disbursement and Recovery of Consumer Credit of Social 
Investment Bank in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by Social Investment Bank 
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Recovery of Consumer Credit by Social Investment Bank 

450 

400 

350 

300 
Q) ... 250 0 ... 
u 

200 c 

"' 150 ..:.!. 
ro 
f- 100 

50 8 
0 

1999 2000 2001 2002 2003 

Year 

E!3 Social lnves tm ent 

Fig. 4.35 

I 



Analysis ofConsumer Credit Programme 121 

Year wise Disbursement and Recovery of Consumer Credit of IFIC Bank in 
Bangladesh during 1999-2003 

Disbursement of Consumer Credit by IFIC Bank 
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Recovery of Consumer Credit by IFIC Bank 
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Year wise Disbursement and Recovery of Consumer Credit of AI Arafa 
Bank in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by AI Arafa Bank 
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Recovery of Consumer Credit by AI Arafa Bank 

70 
62.32 

60 

50 

v 40 .... 
0 .... 
u 

30 c 

"' ...::<: 20 "' f-

10 

0 
1999 2000 2001 2002 2003 

Year 

1:m AJ Arafa ls lami 

Fig. 4.39 



Analysis ofConsumer Credit Programme 123 

Year wise Disbursement and Recovery of Consumer Credit of Janata Bank 
in Bangladesh during 1999-2003 

Disbursement of Consumer Credit by Janata Bank 
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Table - 4.16 : Outstanding of Consumer Credit of Different Banks in Bangladesh 
(Tk. In Crore) 

Bank 1999 2000 2001 2002 2003 Total Avg. SD 
Islami Bank 31.4 58.15 73.52 86.59 88.68 338.34 67.67 23.66 
Prime Bank 30.6 40.2 12.4 23 6.5 112.7 22.54 13.58 
National Bank 1.24 1.76 2.46 1.33 . 0.94 7.73 1.55 0.59 
Mercantile Bank 0.00 0.00 16 40 29 85 17.00 17.69 
Oriental Bank 4.32 7.12 18.41 31.26 1.2 62.31 12.46 12.35 
Uttara Bank 3.3 4.85 9.55 10.91 14.03 42.64 8.53 4.41 
Social Investment 40 76 98 95 414 723 144.60 152.36 
IFIC Bank 33.1 57.6 67.1 81.3 97.52 336.62 67.32 24.36 
AI Arafa Islami 4.33 8.5 22.18 44.9 62.22 142.13 28.43 24.65 
Janata Bank 4.93 5.86 11.55 13.51 17.44 53.29 10.66 5.26 

Source: Official Records of the Banks 

Table -4.16 shows the outstanding of the consumer credit of the study banks during 

1999-2003. The average consumer credit disbursement of the banks during the period 

were Tk. 144.60 crore, Tk. 17.00 crore, Tk. 67.67 crore, Tk. 22.54 crore, Tk. 67.32 crore, 

Tk. 12.46 crore and Tk. 1.55 crore respectively, and the standard deviations were 

152.36, 17.69, 23.66, 13.58, 24.36, 12.35 and 0.59 respectively. 

Table- 4.17: Bad Debt of Consumer Credit of Different Banks in Bangladesh 
(Tk. In Crore) 

Bank 1999 2000 2001 2002 2003 Total Avg. SD 
Islami Bank 6.72 6.84 9.06 11.82 14.9 49.34 9.87 3.50 
Prime Bank 0.56 0.79 1.23 1.57 2 6.15 1.23 0.58 
National Bank 0 0 0 0 0 0.00 0.00 0.00 
Mercantile Bank 0 0 0 0 0 0.00 0.00 0.00 
Oriental Bank 0 0 0 0 0 0.00 0.00 0.00 
Uttara Bank 0 0 0 0 0 0.00 0.00 0.00 
Social Investment 10 13 30 14 338 405.00 81.00 143.88 
IFIC Bank 26.31 46.12 29.43 34.21 21.42 157.49 31.50 9.41 
AI Arafa Islami 0 0 0 0 0 0.00 0.00 0.00 
Janata Bank 0 0 0 0 0 0.00 0.00 0.00 
Total 0 0 0 0 0 0.00 0.00 0.00 

Source: Official Records of the Bank 

Table -4.17 shows the overdues of the consumer credit of the banks and the average 

consumer credit overdues of the banks were Tk. 81.00 crore, Tk. 0.00 crore, Tk. 9.87 

crore, Tk. 1.23 crore and Tk. 31.50 crore respectively during 1999-2003 and the 

standard deviations were 143.88, 0.00, 3.50, 0.58 and 9.41 respectively. 
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For a better understanding of performance of some selected commercial banks in 

Bangladesh and Rajshahi we represent below a comparative data of disbursement and 

recovery of Consumer Credit and their percentages to total in table 4.19. 

Table- 4.18 : Disbursement and Recovery of Consumer Credit of Ten 
Commercial Banks of Bangladesh and Rajshahi : A Comparison 
(Five year total 1999-2003) 

Sl. 
Bangladesh Rajshahi 

No. 
Name of Banks 

Disbursement Recovery 
%of 

Disbursement Recovery 
%of 

Recovery Recovery 
I Islami Bank 1036.07 761.98 73 .55 3.06 2.99 97.71 
2 Prime Bank 594.00 445.50 75 6.94 6.78 97.69 
3 National Bank 55.73 28.65 51.41 1.05 1.03 98.09 

4 
Mercantile 

152.00 67.00 44.01 1.15 1.12 97.39 
Bank 

5 Oriental Bank 176.00 158.40 90 1.95 1.91 97.95 
6 Uttara Bank 48.15 42.28 87.81 1.92 1.87 97.40 

7 
Social 

480.00 474.00 98.75 1.80 1.76 97.78 
Investment 

8 IFIC Bank 4690.00 2492.07 53.14 2.53 2.47 97.62 

9 
AI Arafa 

160.48 147.48 91.90 1.35 1.32 97 .78 
Islami 

10 Janata Bank 58 .86 49.43 83 .98 0.92 0.89 96.74 
Total 7451 .29 4666.79 62.63 22.67 22.14 97.66 

Source : Compiled from official data. 

Table 4.18 depicts a comparative picture of disbursement and recovery of consumer 

credit of ten commercial banks of Bangladesh and Rajshahi, we notice an unmatched 

figure in recovery. Data show that recovery is only 62.63 percent in Bangladesh as a 

whole whereas it is 97.66 percent in Rajshahi area. Our field study also shows that the 

recovery is 87.46 percent. A pertinent question peeps into our mind. The question is 

why is there such a variation in recovery between Bangladesh as a whole and 

Rajshahi ? We have seen that most potential borrowers are located in the Rajshahi 

Metropolitan areas. This is the main cause of high recovery in Rajshahi area. The 

cause low recovery rate in the whole of Bangladesh is that a large number of 

defaulters are found in Dhaka Metropolitan area. 

4.7 Consumer Credit Scheme or Personal Loan Scheme of Some Selected Banks. 

National Bank, Islarni Bank, Prime Bank Limited and Mercantile Bank Limited were, 

among others, introduced consumer credit scheme/personal loan scheme. A brief 

comparison among the Schemes of National Bank, Islami Bank, Prime Bank, 

Mercantile Bank and the IFIC Bank are given in table 4.19 below : 
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Table 4.19: Features of Consumer Credit Scheme 

Feature IFIC Bank National Bank 
Mercantile 

Prime Bank Islami Bank. Bank 
A self-employed 
person of fixed 

A person of fixed 
A person of A person of A person of 

Selection income & a fixed income fixed income fixed income 
Criteria confirmed or 

income group & 
group & service group & service group & 

permanent 
service holder 

holder holder service holder 
service holder 
Vehicles, 
domestic 

Vehicles, Vehicles, Vehicles, 
Products 

Appliances, 
Domestic domestic domestic domestic 

Eligible 
Office 

appliances, office appliances, appliances, appliances, 
Equipment, 

For 
Entertainment, 

equipment, office office office 
Finance 

Medical 
entertainment equipment, equipment, equipment, 

Expenses, 
entertainment. entertainment. entertainment. 

Intangibles. 
Limit Tk. 10,000 to Tk. Tk. 10,000 to Tk. Tk. 20,000 to Tk. 10,000 to Tk. Tk. 10,000 to 
Range 700,000 100,000 Tk. 700,000 300,000 Tk. 500,000 

Equal monthly Equal monthly Equal monthly Equal monthly Equal monthly 
Repayme 24, 36, and 48 12 or 24 24, 36, and 48 24, 36, and 48 24, 36, and 48 
nt installments to be installments to installments to installments to installments to 
Arrangem paid (depending be paid (as be paid (as be paid (as be paid (as 
ent on the nature of desired by the desired by the desired by the desired by the 

assets) client) client) client) client) 
Interest/ 

@ 16.5% P.A. @ 17% P.A. @ 16.5% P.A. @ 16.5% P.A. @ 16.5% P.A. 
Fees 

Source: Official Record of the IFIC Bank 

Benefits for the Bank 

1. Matching of medium-term deposits with medium-term lending thereby 

increasing the spread of earnings. 

2. A consumer credit scheme or personal loan scheme (CCS) will help to diversify 

the credit portfolio and expand the lending base of the bank. 

3. Minimization of risk as the recovery rate is perceived to be higher in case of small 

loans. 

4. Preventing of funds to be transferred to other bank's similar scheme. 

5. Restore long term commitment and loyalty of the customers with higher 

retention rate. 

6. The scheme with minimal cost will enhance overall 'product package'. 

7. Maximize the interest earnings with prudent fund management. 

8. Enhance favorably the 'Corporate Image' of the Bank. 

9. Retain / improve market share of total business in a competitive banking 

environment. 
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Benefits of the Customers 

1. People with higher/middle income group will be able to obtain consumer 

durable by paying in monthly instalments. 

2. People can build their assets gradually. 

3. An attractive lending product will help the family budgetary process. 

4. People can buy computers and other accessories to keep pace with the modern 

world. 

5. The scheme will improve the living standard of the customers to a desired level. 

6. The scheme is flexible and will suit the disposable income of different income 

brackets. 

4.8 Evaluation of the Banking Activities of the Selected Banks 

The activities of any financial institute can be evaluated on the basis of its 

deposits, advances income, expenditure, net profit, asset, number of employees, 

number of branches, deposit .and advances to total assets, etc. The banking activities 

of some selected banks, viz., Islamic Bank, Prime Bank National Bank and Mercantile 

bank are shown in tables 4.20. 

Table - 4.20: Deposit Position of the Selected Banks 
(Tk. In Crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 2002.17 - 423.62 - 1555.39 - - -
1999 2519.07 25.82 531.33 25.43 1736.47 11 .64 310.46 -

2000 3211.28 27.48 766.00 44.17 2025.87 16.67 889.62 186.55 
2001 4154.73 29.38 1116.87 45.81 2361.63 16.57 1223.47 37.53 
2002 5546.16 33.49 1325.99 18.72 2489.66 5.42 1515.04 23.83 
Avg. 3486.68 29.04 832.76 33.53 2033.81 12.58 984.65 82.64 
S.D. 1405.67 3.30 382.98 13.53 397.69 5.32 517.01 90.25 
c.v. 40.32 11.38 45.99 40.34 19.55 42.27 52.51 109.22 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.20 shows the deposit collection of the sample bank in Bangladesh . It has been 

found that the average deposit collection during the study period of the sample 

banks were Tk. 3486.68 crore, Tk. 832.76 crore, Tk. 2033.81 crore, and Tk. 984.65 crore 

and the average growth rates were 29.04 percent, 33.53 percent, 12.58 percent and 

82.64 percent respectively. The deposit collection of the sample banks during the 

study period was impressive. The growth rates of these banks indicate the increasing 

trends during the period. 
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Table - 4.21 : Advances Provided by the Selected Banks (Tk. In Crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 1736.63 - 175.21 - 194.63 - - -
1999 2219.83 27.82 312.78 78.51 209.50 7.64 87.15 
2000 2956.32 33.18 512.10 63.73 237.14 13.19 391.30 349.01 
2001 3764.88 27.35 770.71 50.50 262.66 10.76 670.74 71.42 
2002 4918.59 30.64 907.49 17.75 289.20 10.10 889.62 32.63 
Avg. 3119.25 29.75 535.66 52.62 238.63 10.42 509.70 151.02 
S.D. 1265.07 2.71 305.64 25.91 38.47 2.28 347.78 172.56 
C.V. 40.56 9.11 57.06 49.24 16.12 21.89 68.23 114.26 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.21 shows the advance provided by the sample banks in Bangladesh during 

1998-2002. It is seen that the average advances of the Islami bank, Prime bank, 

National Bank and Mercantile bank during the period were Tk. 3119.25 crore, Tk. 

535.66 crore, Tk. 238.63 crore, and Tk. 509.70 crore respectively. The average growth 

rates of advances during the period were 29.75 percent, 52.62 percent, 10.42 percent 

and 151.02 percent respectively. So, it is found that significant amount of advances 

were provided by the banks during the period and the growth rates of advance 

indicates the increasing trends. 

Table - 4.22 : Income of the Selected Banks (Tk. In Crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 162.94 - 38.42 - 145.60 - - -

1999 196.62 20.67 67.82 76.51 180.87 24.22 15.69 -
2000 320.78 63.14 102.92 51.76 187.15 3.48 70.43 349.01 
2001 425.96 32.79 151.56 47.26 298.89 59.70 120.73 71.42 
2002 523.41 22.88 198.76 31.14 328.51 9.91 160.13 32.63 
Avg. 325.94 34.87 111.90 51.67 228.20 24.33 91 .75 151.02 
S.D. 151.92 19.57 64.30 18.78 80.32 25.13 62.60 172.56 
C.V. 46.61 56.12 57.47 36.35 35.20 103.29 68.23 114.26 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.22 shows the income generated by the sample banks during the study period. 

The average income of these banks during the period were Tk. 325.94 crore, Tk. 

111.90 crore, Tk. 228.20 crore and Tk. 91.75 crore respectively and the growth rates of 

income were 34.87 percent, 51.67 percent, 24.33 percent and 151.02 percent 

respectively. Coefficient of variations of income were 46.61 percent, 57.47 percent, 

35.20 percent and 68.23 percent of the banks respectively. Growth rates of income 

during the period of the sample banks show the increasing trends. 
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Table - 4.23 : Expenditure of the Selected Banks (Tk. In Crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 148.10 - 28.81 - 118.10 - - -
1999 178.79 20.73 45.69 58.62 140.77 19.20 14.54 -
2000 287.76 60.94 66.82 46.24 166.80 18.49 51.22 252.29 
2001 368.34 28.00 92.24 38.04 206:48 23.79 80.32 56.81 
2002 424.00 15.11 123.15 33.50 226.84 9.86 114.01 41.95 
Avg. 281.40 31.20 71.34 44.10 171.80 17.84 65.02 117.01 
S.D. 118.57 20.52 37.44 11.02 45.01 5.81 42.32 117.39 
C.V. 42.13 65.78 52.48 24.99 26.20 32.58 65.08 100.32 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.23 shows the expenditure of the sample banks during the study period. It has 

been found that the average expenditure of Islami bank, Prime bank, National Bank 

and Mercantile Bank during the period were Tk. 281.40 crore, Tk. 71.34 crore, Tk. 

171.80 crore and Tk. 65.02 crore respectively and the growth rates of expenditure 

were 31 .20 percent, 44.10 percent, 17.84 percent and 117.01 percent respectively. The 

coefficient of variations of expenditure during the period of the sample banks were 

42.13 percent, 52.48 percent, 26.20 percent and 65.08 percent respectively. Like the 

income of the banks the growth rates of expenditure also show an increasing trend. 

Table - 4.24: Net Profit of the Selected Banks (Tk. ln Crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 14.84 - 9.62 - 27.51 - - -
1999 17.83 20.16 22.13 130.11 40.10 45.77 1.15 -
2000 33.02 85.21 36.10 63.16 20.36 -49.23 19.21 1575.07 
2001 57.61 74.45 59.32 64.31 33.38 63.93 40.42 110.36 
2002 99.41 72.54 75.61 27.46 40.06 20.04 46.12 14.12 
Avg. 44.54 63.09 40.55 71.26 32.28 20.13 26.73 566.52 
S.D. 35.03 29.16 26.91 42.80 8.48 49.62 20.61 874.75 
C.V. 78.65 46.21 66.37 60.06 26.28 246.50 77.12 154.41 

Source.· Annual Reports of the Banks from 1998-2002. 

Table-4.24 represents net profit of the sample banks from 1998 to 2002. The table 

indicates that the average net profit of lslami bank, Prime bank, National bank and 

Mercantile bank were Tk. 44.54 crore, Tk. 40.55 crore, Tk. 32.28 crore and Tk. 26.73 

crore respectively and the growth rates of net profit during the period were 63.09 

percent, 71.26 percent, 20.13 percent, 566.52 percent respec tively. Net profit of the 

sample banks and the growth rates indicate increasing trend. 
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Table - 4.25 : Total Assets of the Selected Banks (Tk. In Crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 2302.53 - 455.89 - 2804.27 - - -

1999 3131.48 36.00 573.29 25.75 3361.75 19.88 476.50 -

2000 3936.23 25.70 861.62 50.29 3654.53 8.71 936.45 96.53 
2001 4945.82 25.65 1284.59 49.09 4714.81 29.01 1307.89 39.67 
2002 6508.07 31.59 1573.69 22.51 4873.21 3.36 1638.32 25.26 
Avg. 4164.83 29.73 949.82 36.91 3881.71 15.24 1089.79 53.82 
S.D. 1634.70 5.02 472.97 14.83 888.82 11.47 499.36 37.68 
c.v. 39.25 16.89 49.80 40.17 22.90 75.29 45.82 70.02 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.25 shows the total assets of the sample banks. The table indicates that the 

average total assets during the period of Islami bank, Prime bank, National bank and 

Mercantile bank were Tk. 4164.83 crore, Tk. 949.82 crore, Tk. 3881.71 core and Tk. 

1089.79 crore respectively and the average growth rates of total assets were 29.73 

percent, 36.91 percent, 15.24 percent and 53.82 percent. Like income, profit, advance, 

deposit collection the sample banks total assets also shows the increasing trends 

during the study period. It is evident that the financial health of the sample banks 

during the study period was satisfactory. 

Table- 4.26: Total Employees of the Selected Banks 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 2171 - 305 - 1856 - - -
1999 2302 6.03 362 18.69 1917 3.29 168 -

2000 2685 16.64 452 24.86 1868 -2.56 219 30.36 
2001 3060 13.97 518 14.60 2025 8.40 305 39.27 
2002 3297 7.75 613 18.34 2073 2.37 363 19.02 
Avg. 2703.00 11.10 450.00 19.12 1947.80 2.88 263.75 29.55 
S.D. 480.74 5.03 122.44 4.25 96.67 4.49 75.37 10.15 
c.v. 17.79 45.30 27.21 22.22 4.96 156.12 28.58 34.35 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.25 reflects the total employee of the sample banks during the period 1998 -

2002. The table shows that the average employee of Islami bank, Prime bank, 

National bank and Mercantile bank during the period were 2703.0, 450.0, 1947.80 and 

10.75 and the average growth rates of employees during the period were 11.10 

percent, 19.12 percent, 2.88 percent and 29.55 percent respectively. Manpower of the 

sample banks during significantly increased. 
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Table - 4.27: Number of Branches of the Selected Banks 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 105 - 14 - 66 - - -
1999 110 4.76 18 28.57 66 0.00 4 -

2000 116 5.45 20 11.11 66 0.00 10 66 
2001 121 4.31 21 5.00 66 0.00 14 66 
2002 128 5.79 26 23.81 75 13.64 15 75 
Avg. 116.00 5.08 19.80 17.12 67.80 3.41 10.75 69.00 
S.D. 9.03 0.67 4.38 10.94 4.02 6.82 4.99 5.20 
c.v. 7.78 13.12 22.13 63.88 5.94 200.00 46.43 7.53 

Source: Annual Reports of the Banks from 1998-2002. 

Table-4.27 indicates the number of branches of the sample banks. The average 

number of branches during the period were 116.0, 19.80, 67.80 and 10.75 of the Islami 

bank, Prime bank, National bank and Mercantile bank respectively and the average 

growth rates of branches of the sample banks were 5.08 percent, 17.12 percent, 3.41 

percent and 69.0 percent respectively. Number of branches of National bank was 

fixed during the period 1998 to 2001, but increased in the year 2002 in 75. In case of 

the other sample the numbers of branches increased significantly during the period. 

Growth of number of branches of the sample banks indicates the satisfactory banking 

business during the period. 

4.9 Ratio Analysis of the Financial Position of the Sample Banks 

Table- 4.28: Deposit to Total Assets (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.87 0.93 0.55 
1999 0.80 -7.49 0.93 -0.26 0.52 -6.87 0.65 
2000 0.82 1.42 0.89 -4.07 0.55 7.32 0.95 45.80 
2001 0.84 2.97 0.87 -2.20 0.50 -9.64 0.94 -1.53 
2002 0.85 1.45 0.84 -3.09 0.51 1.99 0.92 -1 .14 
Avg. 0.84 -0.41 0.89 -2.41 0.53 -1.80 0.87 14.38 
S.D. 0.03 4.77 0.04 1.62 0.03 7.85 0.14 27.22 
c.v. 3.17 -1151.86 4.18 -67.41 4.80 -436.07 16.52 189.32 

Source: Annual Reports of the Banks. 

Table-4.28 shows the deposit to total asset ratios of the sample banks. During the 

study period the average deposit to total assets ratios of Islami bank, Prime bank, 

National bank and Mercantile bank were 0.84, 0.89, 0.53 and 0.87 respectively and the 

average growth rates of deposit to total assets ratios were these banks were -0.41 

percent, -2.41 percent, -1.80 percent and 14.38 percent respectively. it has been found 

that the deposit to total assets ratios decreased for the sample over the period. The 
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deposit collection of the sample banks are at the satisfactory level compared to the 

total assets. 

Table- 4.29: Advance to Total Assets (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.75 0.38 0.07 
1999 0.71 -6.01 0.55 41.96 0.06 -10.21 0.18 
2000 0.75 5.95 0.59 8.94 0.06 4.12 0.42 128.47 
2001 0.76 1.35 0.60 0.94 0.06 -14.14 0.51 22.73 
2002 0.76 -0.72 0.58 -3.88 0.06 6.52 0.54 5.88 
Avg. 0.75 0.14 0.54 11 .99 0.06 -3.43 0.41 52.36 
S.D. 0.02 4.96 0.09 20.67 0.01 10.28 0.16 66.45 
c.v. 2.84 3452.22 16.60 172.37 8.39 -299.86 39.39 126.90 

Source: Annual Reports of the Banks. 

Table-4.29 shows the advance to total assets ratio of the sample banks. The average 

advance to total assets ratios during the period of Islami bank, Prime bank, National 

bank and Mercantile bank were 0.75, 0.54, 0.06 and 0.41 respectively, and the average 

growth rates of deposit to total assets ratios were 0.14 percent, 11.99 percent, -3.43 

percent and 52.36 percent respectively. The National Banks' total advance compared 

to the total assets is very low, but the ratios of the other sample banks are healthy. 

The ratio fluctuated highly in case of Mercantile banks but this ratio for the other 

banks remained steady over the period. 

Table- 4.30: Income to Total Assets (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.07 0.08 0.05 
1999 0.06 -11.27 0.12 40.36 0.05 3.62 0.03 
2000 0.08 29.79 0.12 0.98 0.05 -4.81 0.08 128.47 
2001 0.09 5.68 0.12 -1.23 0.06 23.79 0.09 22.73 
2002 0.08 -6.62 0.13 7.05 0.07 6.34 0.10 5.88 
Avg. 0.08 4.40 0.11 11.79 0.06 7.23 0.07 52.36 
S.D. 0.01 18.38 0.02 19.37 0.01 12.01 0.03 66.45 
C.V. 12.32 418.09 14.61 164.29 12.81 166.11 39.39 126.90 

Source: Annual Reports of the Banks. 

Table-4.30 indicates the income to total assets ratios of the sample banks. The average 

income to total assets ratios of the Islami bank, Prime bank, National bank and 

Mercantile bank were 0.08, 0.11, 0.06 and 0.07 respectively and the average growth 

rates of income to total assets ratios were 4.40 percent, 11.79 percent, 7.23 percent and 

52.36 percent respectively. In case of Prime bank the income compared to its total 

assets is better than the other sample banks during the period. 
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Table- 4.31 : Expenditure to Total Assets (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.06 0.06 0.04 
1999 0.06 -11 .23 0.08 26.14 0.04 -0.57 0.03 
2000 0.07 28.04 0.08 -2.70 0.05 9.00 0.05 79.26 
2001 0.07 1.88 0.07 -7.41 0.04 -4.05 0.06 12.27 
2002 0.07 -12.52 0.08 8.98 0.05 6.29 0.07 13.32 
Avg. 0.07 1.54 0.07 6.25 0.04 2.67 0.05 34.95 
S.D. 0.01 18.83 0.01 14.94 0.00 6.02 0.02 38.38 
c.v. 10.63 1222.22 9.18 238.96 4.73 225.65 31.14 109.80 

Source: Annual Reports of the Banks. 

Table-4.31 shows the expenditure to total assets ratios of the sample banks. The 

average expenditure to total assets ratios during the study period of the Islarni bank, 

Prime bank, National bank and Mercantile bank were 0.07, 0.07, 0.04 and 0.04 

respectively and the average growth rates of expenditure to total assets ratios were 

1.54 percent, 6.25 percent, 2.67 percent and 34.95 percent respectively. Expenditures 

of the sample compared to their total assets is moderately low during the study 

period. 

Table- 4.32: Profit to Total Assets (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.01 0.02 0.01 
1999 0.01 -11.65 0.04 82.98 0.01 21.60 0.002 
2000 0.01 47.34 0.04 8.56 0.01 -53.29 0.02 752.33 
2001 0.01 38.84 0.05 10.21 0.01 27.07 0.03 50.62 
2002 0.02 31.12 0.05 4.04 0.01 16.14 0.03 -8.89 
Avg. 0.01 26.42 0.04 26.45 0.01 2.88 0.02 264.68 
S.D. 0.00 26.22 0.01 37.78 0.00 37.71 0.01 423.36 
c.v. 41 .82 99.28 27.46 142.84 28.83 1310.52 62.62 159.95 

Source: Annual Reports of the Banks. 

Table-4.32 shows the profit to total assets ratios of the sample banks. The average 

profit to total assets ratios of the Islarni bank, Prime bank, National bank and 

Mercantile bank were 0.01, 0.04, 0.01 and 0.02 respectively and the average growth 

rates of profit to total assets ratios of the sample banks were 26.42 percent 26.45 

percent, 2.88 percent and 264.68 percent respectively. Though the profit generated by 

the sample banks during the study were very low compared to the total assets but 

the profits of the sample banks were at the satisfactory level. 
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Table- 4.33: Income to Deposit (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.08 0.09 0.09 
1999 0.08 -4.09 0.13 40.73 0.10 11.27 0.05 
2000 0.10 27.98 0.13 5.26 0.09 . -11 .31 0.08 56.70 
2001 0.10 2.63 0.14 1.00 O.i3 37.00 0.10 24.64 
2002 0.09 -7.95 0.15 10.46 0.13 4.26 0.11 7.11 
Avg. 0.09 4.64 0.13 14.36 0.11 10.30 0.08 29.48 
S.D. 0.01 16.16 0.02 18.00 0.02 20.14 0.02 25.15 
C.V. 12.04 347.98 17.38 125.33 16.86 195.48 29.56 85.30 

Source: A nnual Reports of the Banks. 

Income to deposit ratios of the sample banks are shown in the table-4.33. The average 

ratios of the Islami bank, Prime bank, National bank and Mercantile bank were 0.09, 

0.13, 0.11 and 0.08 respectively and the average growth rates of income to deposit 

were 4.64 percent, 14.36 percent, 10.30 percent and 29.48 percent respectively. During 

the study period income compared to deposit w as highest in the Prime bank and low 

in the Islami bank. 

Table - 4.34: Expenditure to Deposit (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.07 0.07 0.08 
1999 0.07 -4.05 0.09 26.47 0.08 6.77 0.05 
2000 0.09 26.25 0.09 1.44 0.08 1.56 0.06 22.94 
2001 0.09 -1 .06 0.08 -5 .32 0.09 6.19 0.07 14.02 
2002 0.08 -13.77 0.09 12.45 0.09 4.21 0.08 14.63 
Avg. 0.08 1.84 0.08 8.76 0.08 4.68 0.06 17.20 
S.D. 0.01 17.15 0.01 13.89 0.01 2.35 0.01 4.99 
C.V. 10.79 930.44 11.21 158.66 7.03 50.19 19.67 28.99 

Sou rce: Annual Reports of the Banks . 

Table-4.34 shows the expenditure to deposit ratios of the sample banks. The average 

expenditure to deposit ratios during the study period of the Islami bank, Prime bank, 

National bank and Mercantile bank were 0.08, 0.08, 0.08 and 0.06 respectively and the 

average growth rates of expenditure to deposit of the sample banks were 1.84 

percent, 8.76 percent, 4.68 percent and 17.20 percent respectively. The average 

expenditure to deposit ratio was low in case of Mercantile bank and the o ther sample 

banks average ratios were equal during the study period. 



Analysis ofConsumer Credit Programme 135 

Table- 4.35: Profit to Deposit (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.01 0.02 0.02 
1999 0.01 -4.49 0.04 83.46 0.02 30.57 0.00 
2000 0.01 45.28 0.05 13.17 0.01 -56.48 0.02 484.57 
2001 0.01 34.84 0.05 12.69 0.01 40.63 0.03 52.96 
2002 0.02 29.25 0.06 7.36 0.02 13.87 0.03 -7.84 
Avg. 0.01 26.22 0.04 29.17 0.02 7.15 0.02 176.56 
S.D. 0.00 21.53 0.01 36.29 0.00 43.83 0.01 268.47 
c.v. 40.61 82.10 30.29 124.40 29.55 613.32 59.79 152.05 

Source: Annual Reports of the Banks. 

Table-4.35 indicates the profit to deposit ratios of the selected banks. The average 

profit to deposit ratios of the Islami bank, Prime bank, National bank and Mercantile 

bank during the period were 0.01, 0.04, 0.02 and 0.02 and the average growth rates of 

the profit to deposit ratios were 26.22 percent, 29.17 percent, 7.15 percent and 176.56 

percent. Though the profit generated by the sample banks during the study period 

were very low compared to the deposit but there are no highly fluctuating tendencies 

of the profit of these banks. 

Table- 4.36: Income to Advance (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.09 0.22 0.75 
1999 0.09 -5 .59 0.22 -1.12 0.86 15.40 0.17 
2000 0.11 22.50 0.20 -7.31 0.79 -8.58 0.18 5.88 
2001 0.11 4.27 0.20 -2.15 1.14 44.18 0.21 16.67 
2002 0.11 -5.94 0.22 11.37 1.14 -0.18 0.27 28.57 
Avg. 0.10 3.81 0.21 0.20 0.93 12.71 0.21 17.04 
S.D. 0.01 13.33 0.01 7.93 0.19 23.22 0.05 11.35 
C.V. 10.19 350.06 5.16 4034.72 20.22 182.71 21.69 66.60 

Source: Annual Reports of the Concern Banks. 

Income to advance ratios of the selected banks are shown in the table-4.36, which 

indicates that the average income to advance ratios of the Islami bank, Prime bank, 

National bank and Mercantile bank during the study period were 0.10, 0.21, 0.93 and 

0.21 respectively and the average growth rates of income to advance ratios of the 

sample banks were 3.81 percen t, 0.20 percent, 12.71 percent and 17.04 percent 

respectively. The average ratio was highest in case of the Prime and Mercantile banks 

and the ratio was low in case of Islami bank but the ratio of Na tional bank fluctuated 

highly over the period. 
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Table- 4.37: Expenditure to Advance (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.09 0.16 0.61 
1999 0.08 -5.55 0.15 -11.14 0.67 10.74 0.17 
2000 0.10 20.85 0.13 -10.68 0.70 4.68 0.13 -21.54 
2001 0.10 0.51 0.12 -8.28 0.79 11.76 0.12 -8.52 
2002 0.09 -11.89 0.14 13.38 0.78 -0.22 0.13 7.02 
Avg. 0.09 0.98 0.14 -4.18 0.71 6.74 0.14 -7.68 
S.D. 0.01 14.18 0.02 11.78 0.08 5.59 0.02 14.30 
C.V. 8.66 1447.17 12.19 -281.69 10.78 82.96 15.27 -186.20 

Source: Annual Reports of the Banks. 

Table-4.37 reflects the expenditure to advance ratios of the sample banks during the 

period 1998 to 2002. The average expenditure to advance ratios of the Islami bank, 

Prime bank, National bank and Mercantile bank were 0.09, 0.14, 0.71 and 0.14 

respectively and the average growth rates of the ratios were 0.98 percent, -4.18 

percent, 6.78 percent and -7.30 percent respectively. Like the income of the Islami 

bank the average expenditure compared to advance is also lower than the other 

sample banks during the study period. The average ratio was higher for National 

bank. 

Table- 4.38: Profit to Advance (Ratio) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.01 0.05 0.14 
1999 0.01 -5.99 0.07 28.90 0.19 35.42 0.01 
2000 0.01 39.07 0.07 -0.35 0.09 -55.14 0.05 273.05 
2001 0.02 36.99 0.08 9.18 0.13 48.00 0.06 22.72 
2002 0.02 32.07 0.08 8.25 0.14 9.03 0.05 -13.96 
Avg. 0.01 25.53 0.07 11.49 0.14 9.33 0.04 93.94 
S.D. 0.01 21.22 0.01 12.37 0.04 45.95 0.02 156.20 
C.V. 40.41 83.11 14.83 107.62 27.57 492.58 47.79 166.28 

Source: Annual Reports of the Banks. 

Table-4.38 shows the profit to advance ratios of the selected banks. The average 

profit to advance ratios of the Islami bank, Prime bank, National bank and 

Mercantile bank during the study period were 0.01, 0.07, 0.14 and 0.04 respectively 

and the average growth rates of profit to advance ratios of the sample banks were 

25.53 percent, 11.49 percent, 9.33 percent and 93.94 percent respectively. Average 

profit compared to advance was highest in the National bank and low in case of 

Islami bank during the study period. 
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Table - 4.39 : Deposit Per Employee 
{Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.92 1.39 0.84 
1999 1.09 18.66 1.47 5.68 0.91 8.09 1.85 
2000 1.20 9.29 1.69 15.46 1.08 19.73 4.06 119.82 
2001 1.36 13.52 2.16 27.23 1.17 7.54 4.01 -1.25 
2002 1.68 23.89 2.16 0.32 1.20 2.98 4.17 4.05 
Avg. 1.25 16.34 1.77 12.17 1.04 9.58 3.52 40.87 
S.D. 0.29 6.32 0.37 11.83 0.16 7.14 1.12 68.42 
c.v. 23.07 38.70 20.82 97.21 15.41 74.50 31.76 167.41 

Source: Annual Reports of the Banks. 

Table-4.39 shows the deposit per employee of the selected banks during 1998-2002. 

The average deposit per employee ratios of the Islami bank, Prime bank, National 

bank and Mercantile bank were 1.25 crore, 1.77 crore, 1.04 crore and 3.52 crore 

respectively and the average growth rates of deposit per employee were 16.34 

percent, 12.17 percent, 9.58 percent and 40.87 percent respectively. Deposit per 

employee of the sample banks shows a healthy figure, which indicates that the 

sample banks have a healthy collection of deposit during the study period. 

Table- 4.40 : Advance Per Employee (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.80 0.57 0.10 
1999 0.96 20.55 0.86 50.41 0.11 4.21 0.52 
2000 1.10 14.18 1.13 31.13 0.13 16.16 1.79 244.45 
2001 1.23 11.74 1.49 31.32 0.13 2.18 2.20 23.08 
2002 1.49 21.25 1.48 -0.50 0.14 7.55 2.45 11.44 
Av_g. 1.12 16.93 1.11 28.09 0.12 7.53 1.74 92.99 
S.D. 0.26 4.70 0.40 21 .10 0.01 6.17 0.86 131.30 
C.V. 23.57 27.75 35.76 75.10 11.91 81.95 49.36 141.19 

Source: Annual Reports of the Banks. 

Table-4.40 indicates the advance per employee ratios of the sample banks during the 

period 1998 to 2002. The average ratios of the Islami bank, Prime bank, National bank 

and Mercantile bank were 1.12 crore, 1.11 crore, 0.12 crore and 1.74 crore respectively 

and the average growth rates of the ratios were 16.93 percent, 28.09 percent, 7.53 

percent and 92.99 percent respectively. Advance compared to employee of the 

sample banks was moderately high during the study period, which was highest in 

the Mercantile bank and lowest in the National bank. 
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Table - 4.41 : Income Per Employee (Tk. In crore) 

Year lsi ami Growth Prime Growth National Growth Mercantile Growth 
1998 0.08 0.13 0.08 
1999 0.09 13.81 0.19 48.72 0.09 20.27 0.09 
2000 0.12 39.87 0.23 21.54 0.10 6.19 0.32 244.45 
2001 0.14 16.51 0.29 28.49 0.15 47.32 0.40 23.08 
2002 0.16 14.05 0.32 10.82 0.1 6 7.36 0.44 11.44 
Avg. 0.12 21 .06 0.23 27.39 0.12 20.29 0.31 92.99 
S.D. 0.04 12.60 0.08 15.97 0.04 19.12 0.15 131.30 
C.V. 30.56 59.84 34.43 58.30 30.32 94.25 49.36 141.19 

Source: Annual Reports of the Banks. 

Income per employee of the selected banks is shown in the table-4.41. The average 

income per employee ratios of the lslami bank, Prime bank, National bank and 

Mercantile bank w ere 0.12 crore, 0.23 crore, 0.12 crore and 0.31 crore respectively and 

the average growth rates of income per employee were 21 .06 percent, 27.39 percent, 

20.29 percent, and 92.99 percent respectively. Average income per employee was 

highest in the Mercantile bank and lowest in the Is lami and National bank during the 

s tudy period . 

Table - 4.42 : Expenditure Per Employee (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.07 0.09 0.06 
1999 0.08 13.86 0.13 33.64 0.07 15.41 0.09 
2000 0.11 37.99 0.15 17.12 0.09 21.60 0.23 170.25 
2001 0.12 12.32 0.18 20.45 0.10 14.19 0.26 12.59 
2002 0.13 6.84 0.20 12.81 0.11 7.32 0.31 19.27 
Avg. 0.10 17.75 0.15 21 .01 0.09 14.63 0.22 67.37 
S.D. 0.03 13.82 0.04 8.99 0.02 5.85 0.10 89.16 
C.V. 26.32 77.89 28.05 42.77 21 .83 40.01 43.54 132.34 

Sou rce: Annual Reports of the Banks. 

Expenditure per employee of the selected banks is shown in the table-4.42. The 

average expenditure per employee ratios of the Is lami bank, Prime bank, Na tional 

bank and Mercantile bank w ere 0.10 crore, 0.15 crore, 0.09 crore and 0.22 crore 

respectively and the average growth rates of ex penditure per employee were 17.75 

percent, 21 .01 percent, 14.63 percent, and 67.37 percent respectively. Average 

expenditure per employee was highest in the Mercantile bank and lowes t in the 

Na tional bank during the study period . 
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Table - 4.43 : Profit Per Employee 
(Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.01 0.03 0.01 
1999 0.01 13.32 0.06 93.87 0.02 41 .13 0.01 
2000 0.01 58.79 0.08 30.67 0.01 -47.89 0.09 1184.98 
2001 0.02 53.08 0.11 43.38 0.02 51.22 "0.13 51.04 
2002 0.03 60.14 0.12 7.71 0.02 17.26 0.13 -4.11 
Avg. 0.02 46.33 0.08 43.91 0.02 15.43 0.09 410.64 
S.D. 0.01 22.22 0.04 36.44 0.00 44.55 0.06 671.17 
C.V. 63.44 47.95 46.21 82.98 23.82 288.73 65.52 163.45 

Source: Annual Reports of the Banks. 

Profit per employee of the selected banks is shown in the table-4.43 . The average 

profit per employee ratios of the Islami bank, Prime bank, National bank and 

Mercantile bank were 0.02 crore, 0.08 crore, 0.02 crore and 0.09 crore respectively and 

the average growth rates of profit per employee were 46.33 percent, 43.91 percent, 

15.43 percent, and 410.17 percent respectively. Average profit per employee was 

highest in the Mercantile bank and lowest in the National bank and Islami bank 

during the study period. 

Table- 4.44: Total Assets Per Employee (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 1.06 1.49 1.51 
1999 1.36 28.26 1.58 5.95 1.75 16.07 2.84 
2000 1.47 7.77 1.91 20.37 1.96 11.56 4.28 50.76 
2001 1.62 10.25 2.48 30.09 2.33 19.01 4.29 0.28 
2002 1.97 22.13 2.57 3.52 2.35 0.97 4.51 5.25 
Avg. 1.50 17.10 2.01 14.98 1.98 11.90 3.98 18.76 
S.D. 0.34 9.73 0.50 12.52 0.36 7.91 0.77 27.82 
C.V. 22.47 56.88 24.79 83.56 18.39 66.44 19.33 148.26 

Source: Annual Reports of the Banks. 

Total assets per employee of the selected banks is shown in the table-4.44. The 

average total assets per employee of the Islami bank, Prime bank, National bank and 

Mercantile bank were 1.50 crore, 2.01 crore, 1.98 crore and 3.98 crore respectively and 

the average growth rates of total asse ts per employee w ere 17.10 percent, 14.98 

percent, 11.90 percent, and 18.76 percent respectively. Average total assets per 

employee was highest in the Mercantile bank and lowest in the Islami bank during 

the study period. 
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Table - 4.45 : Deposit Per Branch (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 19.07 30.26 23.57 
1999 22.90 20.10 29.52 -2.45 26.31 11.64 77.62 
2000 27.68 20.89 38.30 29.75 30.70 16.67 88.96 14.62 
2001 34.34 24.03 53.18 38.86 35.78 16.57 87.39 -1 .77 
2002 43.33 26.19 51.00 -4.11 33.20 -7.23 101.00 15.58 
Avg. 29.46 22.80 40.45 15.51 29.91 9.41 88.74 9.48 
S.D. 9.62 2.83 11.20 22.03 4.98 11.34 9.59 9.75 
c.v. 32.66 12.40 27.68 141.97 16.64 120.47 10.81 102.87 

Source: Annual Reports of the Banks. 

Deposit per branch of the selected banks is shown in the table-4.45 . The average 

deposit per branch of the Islarni bank, Prime bank, National bank and Mercantile 

bank were 29.46 crore, 40.45 crore, 29.91 crore and 88.74 crore respectively and the 

average growth rates of deposit per branch were 22.80 percent, 15.51 percent, 9.41 

percent, and 9.48 percent respectively. Average deposit per branch was highest in the 

Mercantile bank and lowest in the Islarni during the study period. 

Table - 4.46 : Advance Per Branch (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 16.54 12.52 2.95 
1999 20.18 22.01 17.38 38.84 3.17 7.64 21.79 
2000 25.49 26.29 25.61 47.36 3.59 13.19 39.13 79.61 
2001 31.11 22.09 36.70 43.33 3.98 10.76 47.91 22.44 
2002 38.43 23.50 34.90 -4.90 3.86 -3.11 59.31 23.79 
Avg. 26.35 23.47 25.42 31.16 3.51 7.12 42.03 41 .94 
S.D. 8.71 2.00 10.59 24.29 0.44 7.19 15.83 32.62 
c.v. 33.06 8.51 41 .65 77.94 12.54 100.96 37.65 77.77 

Source: Annual Reports of the Banks. 

Advance per branch of the selected banks is shown in the table-4.46 . The average 

advance per branch of the Islarni bank, Prime bank, National bank and Mercantile 

bank were 26.35 crore, 25.42 crore, 3.51 crore and 42.03 crore respectively and the 

average growth rates of advance per branch were 23.47 percent, 31.16 percent, 7.12 

percent, and 41.94 percent respectively. Average advance per branch was highest in 

the Mercantile bank and lowest in the National bank during the study period. 
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Table - 4.47 : Income Per Branch (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 1.55 2.74 2.21 
1999 1.79 15.19 3.77 37.29 2.74 24.22 3.92 
2000 2.77 54.71 5.15 36.58 2.84 3.48 7.04 79.61 
2001 3.52 27.30 7.22 40.24 4.53 59.70 8.62 22.44 
2002 4.09 16.16 7.64 5.92 4.38 -3.28 10.68 23.79 
Avg. 2.74 28.34 5.30 30.01 3.34 21.03 7.57 41 .94 
S.D. 1.09 18.42 2.13 16.14 1.05 28.31 2.85 32.62 
c.v. 39.72 64.99 40.08 53.78 31.40 134.63 37.65 77.77 

Source: Annual Reports of the Banks. 

Income per branch of the selected banks is shown in the table-4.47. The average 

income per branch of the Islami bank, Prime bank, National bank and Mercantile 

bank were 2.74 crore, 5.30 crore, 3.34 crore and 7.75 crore respectively and the 

average growth rates of income per branch were 28.34 percent, 30.01 percent, 21 .03 

percent, and 41 .94 percent respectively . Average income per branch was highest in 

the Mercantile bank and lowest in the Islami bank during the study period . 

Table - 4.48 : Expenditure Per Branch 
(Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 1.41 2.06 1.79 
1999 1.63 15.24 2.54 23.37 2.13 19.20 3.63 
2000 2.48 52.62 3.34 31.61 2.53 18.49 5.12 40.92 
2001 3.04 22.72 4.39 31.47 3.13 23.79 5.74 12.01 
2002 3.31 8.82 4.74 7.83 3.02 -3.32 7.60 32.48 
Avg. 2.37 24.85 3.41 23.57 2.52 14.54 5.52 28.47 
S.D. 0.84 19.37 1.15 11.18 0.57 12.14 1.64 14.87 
C.V. 35.42 77.94 33.78 47.42 22.69 83.47 29.73 52.23 

Source: Annual Reports of the Banks. 

Expenditure per branch of the selected banks is shown in the table-4.48. The average 

expenditure per branch of the Islami bank, Prime bank, National bank and 

Mercantile bank w ere 2.37 crore, 3.41 crore, 2.52 crore and 5.52 crore respectively and 

the average growth rates of expenditure per branch were 24.85 percent, 23.57 

percent, 14.54 percent, and 28.47 percent respectively. Average expenditure per 

branch was highest in the Mercan tile bank and lowest in the Islami bank during the 

study period . 
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Table - 4.49 : Profit Per Branch (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 0.14 0.69 0.42 
1999 0.16 14.70 1.23 78.97 0.61 45.77 0.29 
2000 0.28 75.63 1.81 46.84 0.31 -49.23 1.92 570.03 
2001 0.48 67.25 2.82 56.49 0.51 63.93 2.89 50.26 
2002 0.78 63.11 2.91 2.95 0.53 5.64 3.07 6.51 
Avg. 0.37 55.17 1.89 46.31 0.47 16.53 2.04 208.93 
S.D. 0.26 27.48 0.97 31.89 0.12 50.15 1.27 313.48 
c.v. 71.78 49.80 51.56 68.86 24.29 303.40 62.42 150.04 

Source: Annual Reports of the Banks. 

Profit per branch of the selected banks is shown in the table-4.49. The average profit 

per branch of the Islami bank, Prime bank, National bank and Mercantile bank were 

0.37 crore, 1.89 crore, 0.47 crore and 2.04 crore respectively and the average grow th 

rates of profit per branch were 55.17 percent, 46.31 percent, 16.53 percent, and 208.93 

percent respectively. Average profit per branch was highest in the Mercantile bank 

and lowest in the Islami bank during the study period. 

Table- 4.50: Total Assets Per Branch (Tk. In crore) 

Year Islami Growth Prime Growth National Growth Mercantile Growth 
1998 21 .93 32.56 42.49 
1999 28.47 29.82 31.85 -2.19 50.94 19.88 119.12 
2000 33.93 19.20 43.08 35.26 55.37 8.71 93.65 -21.39 
2001 40.87 20.46 61.17 41 .99 71.44 29.01 93.42 -0.24 
2002 50.84 24.39 60.53 -1.05 64.98 -9.04 109.22 16.91 
Avg. 35.21 23.47 45.84 18.50 57.04 12.14 103.85 -1.57 
S.D. 11.18 4.78 14.41 23.40 11.42 16.38 12.58 19.19 
c.v. 31.75 20.36 31 .43 126.50 20.03 134.95 12.12 -1220.64 

Source: Annual Reports of the Banks. 

Total assets per branch of the selected banks are shown in the table-4.50. The average 

total assets per branch of the Islami bank, Prime bank, National bank and Mercantile 

bank were 35.21 crore, 45.84 crore, 57.04 crore and 103.85 crore respectively and the 

average growth rates of total assets per branch were 23.47 percent, 18.50 percent, 

12.14 percent, and -1.57 percent respectively. Per branch average total assets was 

highest in the Mercantile bank and lowest in the Islami bank during the study 

period. 
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4.10 Summary 

This chapter mainly deals with the consumer credit programmes of some leading 

banks in the Rajshahi Metropolitan Area as well as in Bangladesh. Overall banking 

performance of these banks has also been analysed in this chapter. From the 

analysis, it has been found that total consumer credit disbursement by the Prime 

bank in the Rajshahi Metropolitan Area during the study period was highest, which 

followed by the Islami Bank and IFIC bank. In case of recovery, recovery figure is 

highest in Prime bank, followed by the Islami Bank and IFIC bank respectively. The 

banks provide consumer credit to their clients for purchasing of different products 

like computer, colour television, refrigerator, furniture, motor cycle, micro oven, air

cooler, washing machine etc. Only Islami bank provides the house building loan 

under the scheme. The analyses show that most of the banks provide their consumer 

loans to the clients on furniture, computer, refrigerator and colour · television 

purchase. The analyses also reveal that consumer credit disbursement and recovery 

were highest in the IFIC bank in overall Bangladesh, followed by the Islami bank and 

Prime bank respectively during the study period. Stuck up advances in this scheme 

were also highest in the IFIC bank, but the outstanding amount of consumer credit 

was highest in the Islami bank. The financial analyses of the sample banks show that 

overall performance of the sample banks was satisfactory during the study period. 

Deposit, advance, income, expenditure, profit and total assets of the sample banks 

indicate that the banking performance of the Islami bank is highest during the 

period, followed by the Prime bank, National bank and Mercatile bank. 
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CHAPTER FIVE 

Impact Assessment of Consumer Credit Scheme 

5.1 Introduction 

In this chapter we would like to study the impact of Consumer Credit Scheme (CCS) 

on the socio-economic conditions of the beneficiaries on the basis of data collected 

from primary as well as secondary sources. At the primary level we have collected 

data from 204 borrowers of which 65 borrowers took consumer credit from Islami 

Bank, 57 from Prime Bank, 45 from National bank and 37 from Mercantile Bank. We 

have also gathered relevant information from 52 bank executives of the selected 

banks. 

5.2 Background of the sample borrowers 

The background of the sample beneficiaries of the CCS has been shown in 

table 5.1, 5.2, 5.3, 5.4, 5.5, 5.6 and 5.7. 

Table- 5.1 : Age of the Borrowers 

Age Islami 
'Yo 

Prime cY<, National 
% Mercantile 

% Total % 
Group Bank Bank Bank Bank 
20-30 8 12.30 2 3.50 7 15.60 1 2.70 18 8.80 
30-40 26 40.00 29 50.90 20 44.40 23 62.20 98 48.00 
40-50 26 40.00 24 42.10 14 31.10 12 32.40 76 37.30 

Above 50 5 7.70 2 3.50 4 8.90 1 2.70 12 5.90 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Sumey 

Table-5.1 shows the age of the borrowers. It has been found that 85.30 percent of the 

borrowers belonging to 30 and 50 years of age . 8.80 percent of the borrowers are 20 to 

30 years and only 5.90 percent of the borrowers are above 50 years. Among the 

borrowers of Islami bank, 80 percent of the borrowers are within 30 to 50 years. In 

case of Prime bank, 93.0 percent of the borrowers fall within the age of 30 to 50 years. 

75.50 percent of the borrowers of the National bank are within 30 to 50 years of age 

and 94.60 percent of the borrowers of the Mercantile Bank are within 30 to 50 years. 

7.70 percent, 3.50 percent, 8.90 percent and 2.70 percent of the borrowers of the 
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respective banks i.e., the Islami, Prime, National and Mercantile banks are above 50 

years of age. 

Table - 5.2 : Sex Distribution of the Respondents 

Sex 
Islami 

1Yo 
Prime 

% 
National l'l(, Mercantile o,..;, Total % Bank Bank Bank Bank 

Male 48 73.80 45 78.90 39 86.70 31 83.80 163 79.90 
Female 17 26.20 12 21.10 6 13.30 6 16.20 41 20.10 
Total 65 100 57 100 45 100 37 100 204 100 

Sou rce: Field Survey 

Table-5.2 shows the sex of the sample borrowers of the selected banks. Among the 

total borrowers, it has been found that 79.90 percent of them are male borrowers and 

20.10 percent are female borrowers. Among the sample borrowers of Islami bank, 

Prime bank, National bank and Mercantile bank, 73.80 percent, 78.90 percent, 86.70 

percent and 83.80 percent are male borrowers and 26.20 percent, 21.10 percent, 13.30 

percent and 16.20 percent are female respectively. 

Table - 5.3 : Educational Status 

Educational Islami 
'Yo 

Prime 
% 

National 
''i(, 

Mercantile 
''i(, Total % Qualification Bank Bank Bank Bank 

HSC and 
4 6.20 4 7.00 3 6.70 3 8.10 14 6.90 

below 
Bachelor 15 23.10 16 28.10 10 22.20 11 29.70 52 25.50 
Masters 

46 70.80 37 64.90 32 71.10 23 62.20 138 67.60 
&above 

Total 65 100 57 100 45 100 37 100 204 100 

Source. Field Survey 

Educational status of the sample borrowers is shown in the table-5.3. The table 

indica tes that 67.60 percent of the sample borrowers are highly educated who passes 

at least master degree. 25.50 percent of the borrowers have bachelor degree and only 

6.90 percent of the borrowers educational status is HSC and below. So, it is obvious 

that most of the borrowers who are actually involved in the consumer's credit 

programme are highly educated and employed in the government organisations. 

Table - 5.4: Profession of the Borrowers 

Profession 
lslami 

% 
Prime 

''l'u 
National 

% 
Mercantile o;., Total % 

Bank Bank Bank Bank 
Teaching 17 26.20 10 17.50 16 35.60 9 24 .30 52 25.50 

Banker 18 27.70 14 24.60 10 22.20 5 13.50 47 23.00 
Service 30 46.20 33 57.90 19 42.20 23 62.20 105 51.50 
Total 65 100 57 100 45 100 37 100 204 100 

Sou rce: F1eld Survey 
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Profession of the borrowers who are eligible to take consumer's credit from the 

selected banks is shown in table - 5.4. The table reveals that 51.50 percent of the 

interviewed borrowers are service holders followed by teachers (25.50%) and 23.00 

percent of the borrowers are in the banking profession. It is found that all of the 

sample borrowers are service holders in different · government or semi government 

organisations. Few borrowers among the bankers are officers of some private banks. 

Table - 5.5: Occupation of the Spouses 

Occupation 
Islami 

% 
Prime 

% 
National o;;l Mercantile o;n Total % Bank Bank Bank Bank 

House wife 53 81.50 48 84.20 38 84.40 33 89.20 172 84.30 
Service 9 13.80 7 12.30 4 8.90 4 10.80 24 11.80 
Social/ 

3 4.60 2 3.50 3 6.70 0 0.00 8 3.90 
Politics 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Suroey 

Table-5.5 shows the occupation of the spouses of the sample borrowers. It has been 

found that 84.30 percent of the sample borrowers' wives are simply housewives, 

11.80 percent are engaged in service and only 3.90 percent are involved in social 

service or politics. 

Table - 5.6 : Family Size of the Respondents 

Family Islami 
'Yo 

Prime 
0;() 

National 
"/o 

Mercantile 
'% Total 0/() 

Members Bank Bank Bank Bank 
3 and 

14 21.50 14 24.60 12 26.70 9 24.30 49 24.00 
below 
4-5 38 58.50 35 61.40 24 53.30 21 56.80 118 57.80 
6and 

13 20.00 8 14.00 9 20.00 7 18.90 37 18.10 
above 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Suroey 

Table-5.6 shows the family size of the sample borrowers. It has been found that 57.8 

percent of the sample borrowers have four to five members in the family followed by 

24.00 percent of the borrowers having members 3 and below and only 18.10 percent 

of the sample borrowers have six and above members in their families . 
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Table- 5.7: Paternal Address of the Respondents 

Paternal Islami 
Address Bank 
Village 44 
City/ 

21 Town 
Total 65 

Source: Field S'J.-:-..,.(y 
,.,-

% 

67.70 

32.30 

101J 

Prime National 
Bank % 

Bank 
(Yc, 

40 70.20 29 64.40 

17 29.80 16 35.60 

57 100 45 100 

Mercantile 
Bank 

11o Total % 

27 73.00 140 68.60 

10 27.00 64 31.40 

37 100 204 100 

Table-5.7 shows the paternal address of the sample borrowers. It is seen from the 

table that 68.60 percent of the sample borrowers paternal address are in village and 

31.40 percent of the sample borrowers are in the City I Town. The table reveals that 

most of the borrowers of the consumer credit programmes came from different 

villages and employed themselves in different occupations. These people are 

migrated themselves from villages to City I Town. 

5.3 Participation in Consumer Credit Programme 

This section gives an exposition of the involvement of the beneficiaries in the 

consumer credit programme. Different types of their association with the programme 

are shown in table 5.8, 5.9,5.10, 5.11, 5.12,5.13, 5.14, 5.15, 5.16, 5.17, 5.18, 5.19, 5.20, 

5.21, 5.22, 5.23, 5.24, 5.25, 5.26, 5.27, 5.28, 5.29, 5.30, 5.31 and 5.32. 

Table- 5.8: Amount of Loan Taken by the Borrowers 

Loan 
lsi ami Prime National Mercantile 

Amount % Ofcl •y., •y., Total '% 
(Tk.) 

Bank Bank Bank Bank 

Less than 
23 35.40 27 47.40 16 35.60 20 54.10 86 42.20 

40000 
40000 - 80000 23 35.40 22 38.60 11 24.40 10 27.00 66 32.40 

80000-
10 15.40 6 10.50 10 22.20 6 16.20 32 15.70 

120000 
Above 

9 13.80 2 3.50 8 17.80 1 2.70 20 9.80 
120000 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Total amount of consumer credit has been taken by the borrow ers from the selec ted 

are shown in the table-5.8. This reflects that 42.20 percent of the borrow ers have 

taken total amount of credit less than Tk. 40,000, followed by 32.40 percent of the 

borrowers have taken credit within Tk. 40,000 to Tk. 80,000, 15.70 percent of the 

borrowers' have taken credit within Tk. 80,000 to Tk. 120,000 and only 9.80 percent of 
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the borrowers' have taken credit above Tk. 120,000. Less than Tk. 40,000 credit has 

been taken by 35.40 percent, 47.40 percent, 35.60 percent and 54.10 percent of the 

borrowers' of Islami, Prime, National and Mercantile bank respectively. On the other 

side, 13.80 percent, 3.50 percent, 17.80 percent and 2.70 percent of the borrowers of 

the same banks have taken credit above Tk. 120,000. respectively. 

Monthly instalment paid by the borrowers in different selected banks is shown in 

table 5. 9 below : 

Table - 5.9: Monthly Instalment paid by the Borrowers 

Group Islami 
% 

Prime 
% 

National 
% 

Mercantile 
% Total % 

(Tk.) Bank Bank Bank Bank 
> 1000 7 10.80 5 8.80 7 15.60 5 13.50 24 11.80 
1000 -

17 26.20 17 29.80 12 26.70 12 32.40 58 28.40 
2000 

2000-
28 43.10 27 47.40 14 31.10 13 35.10 82 40.20 

4000 
Above 

13 20.00 8 14.00 12 26.70 7 18.90 40 19.60 
4000 
Total 65 100 57 100 45 100 37 100 204 100 

Sou rce: Field Survey 

Table - 5.10 : Amount of Down Payment 

Group Islami 
% 

Prime 
% 

National 
% 

Mercantile 
% Total % 

(Tk.) Bank Bank Bank Bank 
> 5000 6 9.20 8 14.00 4 8.90 6 16.20 24 11.80 
5000-

20 30.80 23 40.40 13 28.90 16 43.20 72 35.30 
10000 

10000-
13 20.00 11 19.30 

15000 
7 15.60 5 13.50 36 17.60 

15000-
9 13.80 7 12.30 

20000 
7 15.60 5 13.50 28 13.70 

Above 
17 26.20 8 14.00 

20000 
14 31.10 5 13.50 44 21 .60 

Total 65 100 57 100 45 100 37 100 204 100 

Sou rce: Field Survey 

Table-5.10 reveals that the amount of down payment made by the borrowers of 

consumer's credit of the selected banks. The table reveals that highest 35.30 percent 

of the borrowers have paid the down payment for credit within Tk 5,000 to Tk. 

10,000, followed by 21.60 percent of the borrowers who have paid the down payment 

above Tk. 20,000. 17.60 percent of the borrowers have paid the down payment within 
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Tk. 10,000 to Tk. 15,000, 13.70 percent have given down payment within Tk. 15,000 to 

Tk. 20,000 and 11.80 percent of the borrowers have given down payment less than 

Tk. 5,000. 

Table - 5.11 : Number of Instalments Repaid by the Borrowers 

Group 
Islami 

% 
Prime 

% 
National 

% 
Mercantile 

% Total % 
Bank Bank Bank Bank 

Less 
12 18.50 8 14.00 11 24.40 6 16.20 37 18.10 

than 10 
10 to 15 8 12.30 5 8.80 5 11.10 2 5.40 20 9.80 
15-20 15 23.10 9 15.80 8 17.80 3 8.10 35 17.20 
20-25 25 38.50 33 57.90 17 37.80 25 67.60 100 49.00 
Above 

5 7.70 2 3.50 4 8.90 1 2.70 12 5.90 25 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Number of instalments repaid by the borrowers is shown in the table-5.11. It has 

been found that among the ,interviewed borrowers, 49.0 percent of the borrowers 

have repaid within 20 to 25 instalments, followed by 18.10 percent of the borrowers 

who have repaid less than 10 instalments, 17.20 percent repaid 15 to 20 instalments, 

9.80 percent repaid 10 to 15 instalments and 5.90 percent repaid above 25 

instalments. 

Table - 5.12 : Date of Advance 

Date of Islami 
% 

Prime 0;(1 National 
% 

Mercantile 
% Total % 

Advance Bank Bank Bank Bank 
1998-99 6 9.20 5 8.80 5 11.10 7 18.90 23 11.30 
1999-00 11 16.90 8 14.00 8 17.80 6 16.20 33 16.20 
2000-01 12 18.50 12 21.10 6 13.30 15 40.50 45 22.10 
2002 & 

36 55.40 32 56.10 26 57.80 9 24.30 103 50.50 
above 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Fzeld Survey 

Table-5.12 reflects the year-wise consumer credit taken by the borrowers from the 

selected banks. It is found that 50.50 percent of the sample borrowers have taken 

credit in the year 2002 & above, followed by 22.10 percent of the sample borrowers 

have taken credit in the year 2000-01, 16.20 percent have taken credit in the year 

1999-00 and 11.30 percent of the borrowers have taken credit in the year 1998-99. The 

table shows an increasing number of borrowers over the years. 
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Table- 5.13 :Terms and Conditions of the Consumer Credit 

Category Islami 
% 

Prime 
% 

National 
% 

Mercantile 
'Yo Total % 

Bank Bank Bank Bank 
Bear other 

11 16.90 8 14.00 8 17.80 5 13.50 32 15.70 
expenses 
Repayment 
through 36 55.40 35 61.40 22 48.90 21 56.80 114 55.90 
Cheque 
Client must 
be service 9 13.80 6 10.50 8 17.80 5 13.50 28 13.70 
holder 
Down 

9 13.80 8 14.00 7 15.60 6 16.20 30 14.70 Payment 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Terms and conditions of the consumer credit of the CCS of the sample banks are 

shown in table-5.13. 55.90 percent of the sample borrowers indicate the advance 

repayment system through cheque, 15.70 percent of the borrowers indicate that they 

are bearing other expenses involved in the process of taking credit, 14.70 percent of 

the borrowers indicate to the down payment system, and 13.70 percent of the 

borrowers said about the condition that the client must be a service holder, else he 

will not eligible for the scheme. 

Table - 5.14: Benefits of the Scheme 

Category Islami 
% 

Prime 
% 

National •y., Mercantile 
% Total o;., 

Bank Bank Bank Bank 
Easy terms 

and 23 35.40 23 40.40 15 33.30 15 40.50 76 37.30 
conditions 
Monthly 

20 30.80 13 22.80 16 35.60 9 24.30 58 28.40 
instalment 
No security 

15 23.10 17 29.80 10 22.20 12 32.40 54 26.50 
required 

Low charges 7 10.80 4 7.00 4 8.90 1 2.70 16 7.80 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Benefits of the consumer credit scheme according to the sample borrowers of the 

selected banks are shown in the table-5.14. 37.30 percent of the sample borrowers 

mention that loans are easily available under this scheme. 28.40 percent of the sample 

borrowers say that monthly instalment payment system is ano ther benefits of this 

scheme because the borrowers can repay the credit from their monthly income. 26.50 
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percent of the sample borrowers indicate that there is no security required in this 

scheme like other bank credit. 

Table - 5.15 : Causes of Selecting the Scheme 

Category Islami 
% 

Prime o;;, National 
% 

Mercantile 
% Total % Bank Bank Bank Bank 

Limited 
25 38.50 22 38.60 16 35.60 15 40.50 78 38.20 

Income 
Low Savings 19 29.20 17 29.80 14 31.10 11 29.70 61 29.90 
Need 
Modern 21 32.30 18 31 .60 15 33.30 11 29.70 65 31.90 
Facilities 

Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Su rvey 

Causes of selecting the consumer credit scheme by the sample borrowers are shown 

in table-5.15. 38.20 percent of the sample borrowers have that limited monthly 

income is the main cause for selecting the scheme, because they can easily repay the 

credit from their monthly salary. 31.90 percent of the sample borrowers indicate that 

they need modern equipment for living in this modern age. That is why they have 

selected the scheme. And 29.90 percent of the sample borrowers say that low savings 

is the another cause for selecting the scheme, actually these borrowers do not have 

enough savings from their income sources. 

Table - 5.16 : Limitations of the Scheme 

Category 
Islami 

% 
Prime o;;, National 

'Yo 
Mercantile 

% Total % 
Bank Bank Bank Bank 

High interest 20 30.80 14 24.60 16 35.60 10 27.00 60 29.40 
Fixed number 

13 20.00 19 33.30 7 15.60 13 35.10 52 25.50 
of instalments 
Limited 

11 16.90 9 15.80 7 15.60 5 13.50 32 15.70 
commodities 
Compulsory 
down 13 20.00 7 12.30 9 20.00 3 8.10 32 15.70 
[payment 
Service holder 8 12.30 8 14.00 6 13.30 6 16.20 28 13.70 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Limitations of the consumer credit scheme according to the sample borrowers are 

shown in table-5.16. Among the sample borrowers, 29.40 percent indica te that high 

interest rate is the main limitation of this scheme. 25.50 percent of the sample 

borrowers opine that fixed number of instalments crea tes problems for the 

borrowers. 15.70 percent of the sample borrowers say that limited commodities they 
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can buy under this scheme and compulsory down payment system sometimes 

creates problems for them, 13.70 percent of the sample borrowers indicate that the 

client must be a service holder, other wise he is not eligible for the scheme. 

Table - 5.17 : Measures Generally T&ken by the Bank for Defaulters 

Category Islami 
% 

Prime 
% 

National 
% 

Mercantile o;;J Total % Bank Bank Bank Bank 
According 

23 35.40 18 31.60 16 35.60 11 29.70 68 33.30 to Law 
Stop 
further 9 13.80 8 14.00 8 17.80 7 18.90 32 15.70 
sanction 
Panel 

21 32.30 22 38.60 12 26.70 13 35.10 68 33.30 
interest 
Product 

12 18.50 9 15.80 9 20.00 6 16.20 36 17.60 
siege 

Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Measures generally taken by the bank for the defaulter according to the sample 

borrowers are shown in table-5.17. Among the sample borrowers, 33.30 percent 

opine that the bank can take measures according to the law and bank can also 

impose the penal interest rate on the default borrowers. 17.60 percent of the sample 

borrowers say that the bank has the power to seize the product which was bought 

under the scheme from the default borrowers and 15.70 percent of the sample 

borrowers opine that the banks will not sanction any credit to the default borrowers. 

Table - 5.18 : Causes of Selecting the Particular Bank for the Scheme 

Category Islami 
% 

Prime 
% 

Nationa 
% 

Mere an til 
'Y.J Total o;.J 

Bank Bank I Bank e Bank 
Goodwill 22 33.80 21 36.80 17 37.80 16 43.20 76 37.30 
Better Service 10 15.40 7 12.30 6 13.30 3 8.10 26 12.70 

Easy rules 
and 14 21.50 10 17.50 9 20.00 5 13.50 38 18.60 
regulations 
Personal 
contact 19 29.20 19 33.30 13 28.90 13 35.10 64 31.40 j 

Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Causes of selecting this particular bank for the scheme by the sample borrowers are 

shown in the table-5.18. 37.30 percent of the sample borrowers indicate that they 

select the particular bank for their goodwill, and 31.40 percent of the sample 
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borrowers say that they have selected the particular bank through their personal 

contact. 18.60 percent of the sample borrowers indicate that the easy rules and 

regulations of that particular bank is the cause and 12.70 percent of the sample 

borrowers say that they have selected the particular bank for their better service. 

Table - 5.19 : Special Benefits Received from the Selected Bank 

Islami % Prime % National % Mercantile % Total % 
Bank Bank Bank Bank 

Loan got 36 55.40 30 52.60 25 55.60 19 51.40 110 53.90 
quickly 
Simple 19 29.20 18 31.60 13 28.90 12 32.40 62 30.40 
Formalities 
Credit got for 10 15.40 9 15.80 7 15.60 6 16.20 32 15.70 
several times 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Special benefits received from the selected bank by the sample borrowers are shown 

in table - 5.19. Among the sample borrowers, 53.90 percent opine that they got the 

credit quickly from that bank, 30.40 percent say that the simple formalities are the 

special benefits of the selected bank and 15.70 percent of the sample borrowers opine 

that they have got credit for several time from this bank is another benefits. 

Table- 5.20: Consumer Products Bought by the Sample Borrowers 

Islami 
% 

Prime 
% 

National 
'Yo 

Mercantile 
% Total % Bank Bank Bank Bank 

Computer 26 40.00 15 26.30 18 40.00 7 18.90 66 32.40 
Refrigerator 13 20.00 10 17.50 10 22.20 7 18.90 40 19.60 

Furniture 13 20.00 16 28.10 7 15.60 10 27.00 46 22.50 
Television 7 10.80 9 15.80 5 11.10 7 18.90 28 13.70 
Air Cooler 5 7.70 1 1.80 4 8.90 0 0.00 10 4.90 

Motor 
1 1.50 6 10.50 1 2.20 6 16.20 14 6.90 

Cycle 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Products bought by the sample borrowers under the consumer credit scheme are 

shown in table-5.20. It has been found that 32.40 percent of the sample borrowers 

bought personal computer, followed by 22.50 percent for furniture, 19.60 percent for 

refrigerator, 13.70 percent for Television, 6.90 percent for Motor cycle and 4.90 

percent air cooler under the scheme. 
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Table - 5.21 : Source of Down Payment of the Borrowers 

Islami 
% 

Prime 
% 

National 
% 

Mercantile 
% Total % 

Bank Bank Bank Bank 
Personal 

37 56.90 37 64.90 25 55.60 25 67.60 124 60.80 
Savings 
Salary 

17 26.20 10 17.50 13 28.90 6 16.20 46 22.50 
income 
Loan 11 16.90 10 17.50 7 15.60 6 16.20 34 16.70 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Table-5.21 shows the source of down payment of the sample borrowers of consumer 

credit scheme. It is revealed that 60.80 percent of the sample borrowers sources of 

down payment is personal savings, which followed by 22.50 percent of the sample 

borrowers sources of down payment is salary income and 16.70 percent of the 

borrowers sources of down payment is loan from other sources. 

Table - 5.22 : Suggestions of the Borrowers to Make the Scheme Popular 

Islami 
% 

Prime 
% 

National 
% 

Mercantile 
% Total % Bank Bank Bank Bank 

Reducing rate 
20 30.80 17 29.80 14 31.10 11 29.70 62 30.40 

of interest 
Reducing 
down 8 12.30 7 12.30 6 13.30 5 13.50 26 12.70 
!payment 
Increasing No. 

8 12.30 9 15.80 6 13.30 7 18.90 30 14.70 
of instalments 
For all 

6 9.20 7 12.30 5 11 .10 6 16.20 24 11.80 
1 profession 
Publicity 13 20.00 11 19.30 8 17.80 6 16.20 38 18.60 
Easy terms 

10 15.40 6 10.50 6 13.30 2 5.40 24 11 .80 
and conditions 

Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Table-5.22 reflects the suggestions of the borrowers to make the consumer credit 

scheme popular and effective. Among the total sample borrowers, 30.40 percent 

indicate that the scheme might be popular if they can reduce the rate of interest. 18.60 

percent of the sample borrowers say that more publicity may make the scheme 

popular. 14.70 percent of the sample borrowers opine that through increasing the 

number of instalments can make the scheme popular. 12.70 percent of the borrowers 

have suggested that the bank should reduce the amount of down payment and 11.80 

percent of the borrowers have suggested that the scheme should consider all kinds of 
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professional persons and the terms and conditions of the scheme have to be more 

easily and understandable. 

Table - 5.23 : Guidance Provided by the Bank to the Borrowers 

Islami Uhl Prime 
% 

National 
''l'o 

Mercantile 
% Total % 

Bank Bank Bank Bank 
Regular 
repayment 

43 66.20 35 61 .40 32 71.10 24 64.90 134 65.70 

Repay and 
9 13.80 9 15.80 6 13.30 6 16.20 30 14.70 

enjoy again 
Utilisation 
of the 13 20.00 13 22.80 7 15.60 7 18.90 40 19.60 
products 

Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Guidance provided by the bank to the sample borrowers is shown in the table-5.23. 

Among the sample borrowers, 65.70 percent opine that the sample bank always 

suggest that the borrower should repay the instalments regular, 19.60 percent of the 

borrowers opine that the bank has suggested them to utilise the products properly 

and 14.70 percent of the sample borrowers say that the bank has suggested them that 

regular repayment can provide them further credit from the bank. 

Table-5.24 : Distribution of Sample According to Name of Consumer Product 

and Profession 

Products 
Profession 

Total Percent 
Teaching Percent Banker Percent Service Percent 

Computer 18 34.60 20 42.60 28 26.70 66 32.40 
Refrigerator 8 15.40 9 19.10 23 21 .90 40 19.60 
Furniture 14 26.90 10 21.30 22 21.00 46 22.50 
Television 5 9.60 1 2.10 22 21.00 28 13.70 
Air Cooler 3 5.80 4 8.50 3 2.90 10 4.90 
Motor Cycle 4 7.70 3 6.40 7 6.70 14 6.90 

Total 52 100 47 100 105 100 204 100 
Source: Fzeld Survey 

Table - 5.24 indicates the distribution of sample according to name of consumer 

product and profession. Among the total borrowers of teachers, bankers and service 

holder, 34.60 percent, 42.60 percent and 26.70 percent respectively have bought 

computer by the consumer credit. 15.40 percent, 19.10 percent and 21 .90 percent 

among the borrowers of teachers, bankers and service holder respectively have 

bought refrigerator. 26.90 percent, 21.30 percent and 21.00 percent bought furniture 

among the borrowers of same professions. And 7.70 percent, 6.40 percent and 6.70 
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percent bought motor cycle under this scheme. The table reveals that more than 87 

percent of the borrowers have bought computer, refrigerator, furniture and 

television by this scheme. 

Table -5.25 : Distribution of Sample According to Monthly Income and Profession 

Monthly Income Profession 
Total Percent 

(Tk.) Teaching Percent Banker Percent Service Percent 
Less than 10000 9 17.30 2 4.30 21 20.00 32 15.70 

10000 -15000 25 48.10 16 34.00 47 44.80 88 43.10 
15000 - 20000 14 26.90 23 48.90 31 29.50 68 33.30 
Above 20000 4 7.70 6 12.80 6 5.70 16 7.80 

Total 52 100 47 100 105 100 204 100 
Source: Fzeld Survey 

Table-5.25 shows the distribution of sample according to monthly income and 

profession. Among the borrowers of teachers, bankers and service holder, 17.30 

percent, 4.30 percent and 20.0 percent have monthly income less than Tk. 10000. 48.10 

percent, 34.00 percent and 44.80 percent of the teacher, bankers and service holders 

have monthly income within'Tk. 10000 to Tk. 15000. 26.90 percent, 48.90 percent and 

29.50 percent of the borrowers of teachers, bankers and service holders have monthly 

income within Tk. 15000 to Tk. 20000 and 7.70 percent, 12.80 percent and 5.70 percent 

of the sample borrowers have monthly income above Tk. 20000. 

Table - 5.26 : Distribution of Sample According to Profession and Amount of Loan 

Loan Amount (Tk.) Profession 
Total Percent 

Teaching Percent Banker Percent Service Percent 
Less than 40000 22 42.30 10 21.30 54 51.40 86 42.20 

40000 - 80000 16 30.80 24 51.10 26 24.80 66 32.40 
80000 -120000 8 15.40 9 19.10 15 14.30 32 15.70 
Above 120000 6 11.50 4 8.50 10 9.50 20 9.80 

Total 52 100 47 100 105 100 204 100 
Sou rce: Fzeld Survey 

Table-5.26 indicates the distribution of sample according to profession and amount 

of loan. Among the sample borrowers of teachers, bankers and service holders, 42.30 

percent, 21.30 percent and 51.40 percent have taken loan amount less than Tk. 40000. 

30.80 percent, 51.10 percent, and 24.80 percent of the sample borrowers of teachers, 

bankers and service holders have taken loan amount within Tk. 40000 to Tk. 80000. 

15.40 percent, 19.10 percent and 14.30 percent of the same profession have taken loan 

amount within Tk. 80000 to Tk. 120000 and above Tk. 120000 loan has taken by 11.50 

percent, 8.50 percent and 9.50 percent of the borrowers of teachers, bankers and 

service holders respectively. 
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Table - 5.27 : Distribution of Sample According to Age and Consumer Products 

Age of the Borrowers 
Products 20-

Percent 
30-

Percent 
40-

Percent 
Above 

Percent 
Total Percent 

30 40 50 50 
Computer 4 22.20 26 26.50 30 39.50 6 50.00 66 32.40 
Refrigerator 8 44.40 16 16.30 12 15.80 4 33.30 40 19.60 
Furniture 0 0.00 30 30.60 16 21.10 0 0.00 46 22.50 
Television 2 11.10 14 14.30 10 13.20 2 16.70 28 13.70 
Air Cooler 4 22.20 2 2.00 4 5.30 0 0.00 10 4.90 
Motor Cycle 0 0.00 10 10.20 4 5.30 0 0.00 14 6.90 

Total 18 100 98 100 76 100 12 100 204 100 

Source: Field Sun1ey 

Table-5.27 reveals the distribution of sample according to age and consumer 

products. It has been found from the table that all aged borrowers have bought 

computer through consumer credit. There is no borrower whose age is less than 30 

years and above 50 years. Among the age group 20 to 30 years, 44.40 percent sample 

borrowers have bought refrigerator by this scheme and 22.20 percent borrowers have 

bought computer and air cooler. Among the borrowers of age group 30 to 40 years, it 

is found that 30.60 percent have bought furniture, computer, refrigerator and 

television. 39.60 percent of the borrowers of age group 40 to 50 years, have bought 

computer, which is followed by furniture, refrigerator and television. And 50.00 

percent of the borrowers of age group above 50 years have bought computer by the 

consumer's credit, which followed by refrigerator 33.30 percent and Television 16.70 

percent respectively. 

Table - 5.28 : Distribution of Sample According to Age and Monthly Income 

Monthly 
Age of the Borrowers 

20- 30- 40- Above Total Percent 
Income (Tk.) 

30 
Percent 

40 
Percent 

50 
Percent 

50 
Percent 

Less than 10000 6 33.30 16 16.30 8 10.50 2 16.70 32 15.70 
10000 - 15000 8 44.40 40 40.80 38 50.00 2 16.70 88 43.10 
15000 - 20000 4 22.20 38 38.80 18 23.70 8 66.70 68 33.30 
Above 20000 0 0.00 4 4.10 12 15.80 0 0.00 16 7.80 

Total 18 100 98 100 76 100 12 100 204 100 

Source: Field Sun1ey 

Table-5.28 shows the distribution of sample according to age and monthly income. It 

has been found that 44.40 percent borrowers of the age group 20 to 30 years have 

monthly income within Tk. 10000 to Tk. 15000, followed by 33.30 percent have 

monthly income within less than Tk. 10000 and 22.20 percent have monthly income 

within Tk. 15000 to Tk. 20000. 40.80 percent borrowers of the age group 30 to 40 years 
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have monthly income within Tk. 10000 to Tk. 15000, followed by 38.80 percent have 

monthly income within Tk. 15000 to Tk. 20000 and 16.30 percent have monthly 

income within less than Tk. 10000. Among the age group 40 to 50 years, 50.0 percent 

of the sample borrowers have monthly income within Tk. 10000 to Tk. 15000, 

followed by 23.70 percent have monthly income within Tk. 15000 to Tk. 20000, 10.50 

percent have monthly income within less than Tk. 10000 and 15.80 percent have 

monthly income above Tk. 20000. Within the borrowers of age group above 50 years, 

it has been found that 66.70 percent of the borrowers have monthly income between 

Tk. 15000 to Tk. 20000, followed by 16.70 percent of the borrowers have monthly 

income less than Tk. 10000 and Tk. 10000 to Tk. 15000. 

Table - 5.29 : Distribution of Sample According to Age and Amount of Loan 

Loan Amount 
Age of the Borrowers 

(Tk.) 
20-

Percent 
30-

Percent 
40-

Percent 
Above 

Percent 
Total Percent 

30 40 50 50 
Less than 40000 8 44.40 42 42.90 28 36.80 8 66.70 86 42.20 

40000 - 80000 2 11.10 30 30.60 34 44.70 0 0.00 66 32.40 
80000 - 120000 2 11 .10 18 18.40 10 13.20 2 16.70 32 15.70 
Above 120000 6 33.30 8 8.20 4 5.30 2 16.70 20 9.80 

Total 18 100 98 100 76 100 12 100 204 100 

Source: Field Survey 

Table-5.29 reveals the distribution of sample according to age and amount of loan. 

Among the borrowers of age group 20 to 30 years, 44.40 percent of the borrowers 

have taken credit amount less than Tk. 40000, 33.30 percent have taken credit above 

Tk. 120000 and 11.10 percent have taken credit amount of Tk. 40000 to Tk. 80000 and 

Tk. 80000 to Tk. 120000 respectively . Within the age group of 30 to 40 years, highest 

42.90 percent of the borrowers have taken credit amount less than Tk. 40000, 30.60 

percent have taken credit within Tk. 40000 to Tk. 80000, 18.40 percent have taken 

credit amount within Tk. 80000 to Tk. 120000 and 8.20 percent have taken credit 

amount above Tk. 120000 respectively. In case of the borrowers of age group of 40 to 

50 years, highest 44.70 percent have taken credit amount between Tk. 40000 to Tk. 

80000, which followed by 36.80 percent have taken credit amount less than Tk. 40000, 

13.20 percent have taken credit amount between Tk. 80000 to Tk. 120000 and 5.30 

percent have taken credit amount above Tk. 120000. And among the borrowers of 

age group of above 50 years, highest 66.70 percent have taken credit amount less 

then Tk. 40000 and 16.70 percent have taken credit amount behveen Tk. 80000 to Tk. 

120000 and above Tk. 120000 respectively. 
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Table - 5.30 : Distribution of Sample According to Monthly Income and 
Amount of Loan 

Monthly Amount of Loan _iTk.) 
Less than 40000 - 80000 - Above Income (Tk.) 

40000 
Percent 

80000 
Percent 

120000 
Percent 

120000 
Percent 

Less than 
26 30.20 6 9.10 0 0.00 0 0.00 

10000 
10000 -15000 46 53.50 28 42.40 8 25.00 6 30.00 
15000 - 20000 10 11 .60 28 42.40 18 56.30 12 60.00 
Above 20000 4 4.70 4 6.10 6 18.80 2 10.00 

Total 86 100 66 100 32 100 20 100 

Source: Field Survey 

Total Percent 

32 15.70 

88 43.10 
68 33.30 
16 7.80 
204 100 

Table-5.30 shows the distribution of sample according to monthly income and 

amount of loan. Among the borrowers of monthly income group less than Tk. 10000, 

it has been found that 30.20 percent, 9.10 percent, 0.00 percent and 0.00 percent of the 

borrowers have taken credit less than Tk. 40000, Tk. 40000 to Tk. 80000, Tk. 80000 to 

Tk. 120000 and above Tk. 120000 respectively. Within the borrowers of the income 

group of Tk. 10000 to Tk. 15000, it is found that 53.50 percent, 42.40 percent, 25.00 

percent and 30.00 percent of the borrowers have taken credit less than Tk. 40000, Tk. 

40000 to Tk. 80000, Tk. 80000 to Tk. 120000 and above Tk. 120000 respectively. 

Among the borrowers of the income group of Tk. 15000 to Tk. 20000 it is seen that 

11.60 percent, 42.40 percent, 56.30 percent and 60.00 percent of the borrowers have 

taken credit less than Tk. 40000, Tk. 40000 to Tk. 80000, Tk. 80000 to Tk. 120000 and 

above Tk. 120000 respectively. And within the borrowers of income group above Tk. 

20000, 4.70 percent, 6.10 percent, 18.80 percent and 10.00 percent of the borrowers 

have taken credit less than Tk. 40000, Tk. 40000 to Tk. 80000, Tk. 80000 to Tk. 120000 

and above Tk. 120000 respectively . 

Table - 5.31 : Distribution of Sample According to Consumer Product 
and Amount of Loan 

Amount of Loan Tk.)_ 

Products 
Less 40000 

80000- Above Total 
than Percent Percent Percent Percent -
40000 80000 

120000 120000 

Computer 22 25.60 28 42.40 8 25.00 8 40.00 66 
Refrigerator 24 27.90 8 12.10 6 18.80 2 10.00 40 

Fu rnitu re 14 16.30 20 30.30 10 31.30 2 10.00 46 
Television 22 25 .60 2 3.00 4 12.50 0 0.00 28 
Air Cooler 2 2.30 2 3.00 0 0.00 6 30.00 10 

Motor Cycle 2 2.30 6 9.10 4 12.50 2 10.00 14 
Total 86 100 66 100 32 100 20 100 204 

Sou rce: Freid Survey 

Percent 

32.40 
19.60 
22.50 
13.70 
4.90 
6.90 
100 
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Table-5.31 shows that the distribution of sample according to consumer product and 

amount of loan. Among the borrowers of less than Tk. 40000 credit group, 27.90 

percent of the borrowers have bought refrigerator, 25.60 percent have bought 

computer and furniture, and 2.30 percent bought air cooler and motor cycle utilizing 

the credit under the scheme. Within the borrowers of credit group Tk. 40000 to Tk. 

80000, 42.40 percent have bought computer 30.30 percent furniture, 12.10 percent 

refrigerator, 9.10 percent motor cycle and 3.0 percent have bought television and air 

cooler. In case of the borrowers group of Tk. 80000 to Tk. 120000, 31.30 percent of the 

borrowers have furniture, 25.0 percent computer, 18.80 percent refrigerator, 12.50 

have percent have television and 12.50 percent bought Motor cycle by the credit. And 

among the credit group of above Tk. 120000, it has been found that highest 60.0 

percent of the borrowers have bought computer by the credit, 30.0 percent have 

bought air cooler and 10.0 percent of the borrowers have bought refrigerator, 

furniture and motor cycle under CCS. 

Table - 5.32 : Distribution Of Sample According to Consumer Product and 

Monthly Income 

Monthly Income (Tk.) 

Products Less 10000 15000 Above Total 
than Percent - Percent - Percent 

20000 
Percent 

10000 15000 20000 
Computer 4 12.50 28 31.80 28 41.20 6 37.50 66 

Refrigerator 8 25.00 18 20.50 12 17.60 2 12.50 40 
Furniture 6 18.80 18 20.50 20 29.40 2 12.50 46 
Television 12 37.50 12 13.60 2 2.90 2 12.50 28 
Air Cooler 0 0.00 4 4.50 4 5.90 2 12.50 10 
Motor Cycle 2 6.30 8 9.10 2 2.90 2 12.50 14 

Total 32 100 88 100 68 100 16 100 204 
Source: Fzeld Survey 

Percent 

32.40 
19.60 
22.50 
13.70 
4.90 
6.90 
100 

Table-5 .32 reveals that the distribution of sample according to consumer product and 

monthly income. Among the borrowers of the monthly income group less than Tk. 

10000, it has been found that highest 37.50 percent of the borrowers have bough 

television through the credit, 25.0 percent have bough refrigerator, 18.80 percent 

have bought furniture, 12.50 percent have bought computer and 6.30 percent have 

bought motor cycle. Among the borrowers income group of Tk. 10000 to Tk. 15000, it 

is seen tha t 31 .80 percent of the borrowers have bought computer 20.50 percent of the 

borrowers have bought refrigerator and furniture, 13.60 percent have bought 

Television, 9.10 percent have bough motor cycle and 4.50 percent have bought air 

cooler. In case of the borrowers of the income group of Tk. 15000 to Tk. 20000, it has 
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been found that 41.20 percent of the borrowers have bought computer, 29.40 percent 

of the borrowers have bought furniture, 17.60 percent refrigerator, 5.90 percent air 

cooler, and 2.90 percent of the borrowers have bought television and motor cycle by 

their credit. And among the borrowers of the income group of above Tk. 20000, it is 

seen that 37.50 percent of the borrowers have bought computer by their credit, and 

12.50 percent of them have utilized the credit in the purchase of refrigerator, 

furniture, television, air cooler and motor cycle. 

The disbursement and recovery of consumer credit among different income groups 

during 2003 have been shown in table 5.33. 

Table - 5.33 : Consumer Credit Disbursed and Recovered by the Sample 
B k D . 2003 an s unng (in Taka) 

Income Group No. of Loanees Credit Taken 
Credit 

% of Recovery 
Recovered 

Less than 
32 8,70,360 8,51,388 97.82 

10,000 
10,000-15,000 88 45,48,646 39,79,112 87.48 
15,001-20,000 68 55,47,600 46,26,930 83.40 
Above 20,000 16 13,26,000 12,94,514 87.46 

Total 204 1,22,92,606 1,07,51,944 87.46 

Source : Calculated from field suruey data. 

We may portray the above data in figures 5.1 & 5.2 

Graph Showing Disbursement & Recovery of Consumer Credit among 

Different Income Groups 
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Fig. 5.1 

Different Income Groups and their Percentage of Recovery 
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5.4 Socio-Economic Impact of the Consumer Credit Programme 

The beneficiaries have received some benefits in terms of time saved, 

entertainment gained etc. The benefits received by them have been shown in table 

5.34 and the impact of the scheme on their standard of living is shown in table 5.35. 

Table - 5.34 : Benefit Generated from the Consumer Credit Products 

Response 
Islami 

% 
Prime 

% 
National lVo Mercantile 

% Total % Bank Bank Bank . Bank 
Time saved 23 35.40 20 35.10 20 44.40 16 43.20 79 38.70 

Labour 
20 30.80 15 26.30 12 26.70 9 24.30 56 27.50 

reduced 
Entertainment 10 15.40 12 21.10 8 17.80 6 16.20 36 17.60 
Social status 

12 18.50 10 17.50 5 11.10 6 16.20 33 16.20 
im_Eroved 

Total 65 100 57 100 45 100 37 100 204 100 
Sou rce: Freid Survey 

Table-5.34 shows the benefit generated from the consumer credit scheme (CCS) 

products. According to the opinion of the borrowers, 38.70 percent interviewed 

borrowers have opined that the CCS products help to save their time, which is the 

prime benefit of these products . 27.50 percent of the borrowers have informed that 

the CCS products have reduced their physical labor in the household, 17.60 percent 

have said that CCS products like colour television, computer etc. are entertainment 
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products within the household and 16.20 percent of the borrowers have informed 

that their social status has been increased in the society through the CCS products. 

Table - 5.35 : Impact on the Living Standard of Consumer Credit 

Response 
Islami 

% 
Prime 

% 
National 

% 
Mercantile 0/o Total % 

Bank Bank Bank Bank 
Average 38 58.50 37 64.90 30 66.70 18 48.60 123 60.30 
Nothing 20 30.80 15 26.30 9 20.00 12 32.40 56 27.50 

Little 7 10.80 5 8.80 6 13.30 7 18.90 25 12.30 
Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

According to the opinion of the interviewed borrowers, the impact of the CCS 

products on the living standard of the beneficiaries has been portrayed in table -

5.35. It has been found that 60.30 percent of the borrowers have remarked that their 

standards of living have been improved due to accepting consumer credit 

programme, 27.30 percent of the borrowers have informed that there is no effect on 

the living standard of the CCS products and 12.30 percent of the borrowers informed 

that there is little impact on their living standard of the CCS products. 

The effect of CCS on the neighbors and the colleagues is shown in table 5.36. 

Table- 5.36: Effect on the Neighbours and Colleagues 

Response 
Islami 'Yu 

Prime 
% National o;;l Mercantile 

% Total % 
Bank Bank Bank Bank 

Positive 35 53.80 31 54.40 25 55.60 19 51.40 110 53.90 
Negative 8 12.30 6 10.50 5 11.10 7 18.90 26 12.70 
No effect 22 33.80 20 35.10 15 33.30 11 29.70 68 33.30 

Total 65 100 57 100 45 100 37 100 204 100 

Source: Field Survey 

Effect on the neighbours and colleagues after taking CCS products is shown in table-

5.36. Among the interviewed borrowers, 53.90 percent inform that there is positive 

effect of the CCS products on their neighbours and colleagues, 33.30 percent say that 

there is no effect on the neighbours and colleagues and 12.70 percent of the 

borrowers say that there is negative effect on the neighbours and colleagues of the 

CCS products. 

Financial hardship faced by the beneficiaries after enjoying the credit under 

this scheme has been represented in table 5.37. 
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Table - 5.37 : Financial Problems Faced by the Borrowers Mter Involving in 

Consumer Credit Scheme 

Response 
Islami 0;() Prime 

% 
National 

% 
Mercantile 

% Total 
Bank Bank Bank Bank 

No 45 69.20 38 66.70 31 68.90 22 59.50 136 
Some time 15 23.10 12 21.10 9 20.00 7 18.90 43 

Yes 5 7.70 7 12.30 5 11.10 8 21 .60 25 
Total 65 100 57 100 45 100 37 100 204 

Source: Fzeld Survey 

% 

66.70 
21.10 
12.30 
100 

According to the interviewed borrowers, 66.70 percent have opined that they have 

not faced any financial problems at all, 12.30 percent of the borrowers have informed 

that some times they face financial problems because of the high amount of interest 

rates involved in the CCS and 12.30 percent of the interviewed borrowers have 

informed that they are generally facing the financial hardship after participating in 

this programme. 

The distribution of sample according to age and benefits of CCS products is 

shown in table 5.38 and the impact of CCS on their stand of living is represented in 

table 5.39. 

Table : 5.38 Distribution of Sample According to Age and Benefits of 
the Beneficiaries 

Age 
Time Reduce Indoor 

Increase 
Group % % o;;J social % 
(yrs.) 

save labor entertainment 
status 

20-30 4 22.20 5 27.80 4 22.20 5 27.80 
30-40 45 45.90 22 22.40 18 18.40 13 13.30 
40-50 26 34.20 25 32.90 12 15.80 13 17.10 
Above 

4 33.30 4 33.30 2 16.70 2 16.70 
50 

Total 79 38.70 56 27.50 36 17.60 33 16.20 
Source: Fzeld Survey 

Total % 

18 100 
98 100 
76 100 

12 100 

204 100 

Table-5.38 shows the distribution of sample according to age and benefit of CCS 

products . Am ong the borrowers who informed that the CCS products helped them 

to save their time, highest 45.90 percent have age between 30 to 40 years and lowest 

22.20 p ercent have age 20 to 30 years. In case of the borrowers who have said that the 

CCS products have in fact reduced their physical labor, highest 33.30 percent have 

age above 50 years and lowest 22.40 percent have age 30 to 40 years. Within the 

borrowers who informed that the CCS products are the source of their home 

entertainment facilities, highest 22.20 percent have age between 20 to 30 years and 

lowest 15.80 percent have age 30 to 40 years. And among the borrowers who have 



Impact Assessment of Consumer Credit Scheme 166 

ind icated that the CCS p roducts have increased their social status, highest 27.80 

percent have age between 20 to 30 years and lowest 13.30 percent are in the age 

group of 30- 40 years. 

Table - 5.39 : Distribution of Sample According to Age and Impact of Consumer 
C d ' S h L' . S d d re 1t c erne on 1vmg tan ar 

Age Average % Nothing % Little o;;J Total % 
(Year) 
20-30 11 61.10 5 27.80 2 11.10 18 100 
30 -40 59 60.20 26 26.50 13 13.30 98 100 
40-50 47 61.80 20 26.30 9 11.80 76 100 

Above 50 6 50.00 5 41 .70 1 8.30 12 100 
Total 123 60.30 56 27.50 25 12.30 204 100 

Source: Freid Survey 

Table-5.39 indicates the distribution of sample according to age and impact of CCS 

on living standard. Highest 61.80 percent of the borrowers are in the age group 20-

30 years and lowest 50 percen t of the borrowers age within above 50 years who have 

informed that their living standard has been increased on average through the CCS 

products. Highest 41.7 percent of the borrowers. age are above 50 years and lowest 

26.3 percent of the borrowers (who are within 40 to 50 years) indicate that the CCS 

products do not have any impact on their living standard. Among the borrowers 

who have informed that the CCS products have little impact on their living standard, 

13.30 percent borrowers are in the age group 30 - 40 years and 8.30 percent of the 

borrowers are above 50 years of age. 

Distribution of sample according to age and financial problem is shown in table 5.40. 

Table - 5.40 : Distribution of Sample According to Age and Financial Prob lems 

Age group No o;;l Some time % Yes % Total % 
(years) 
20-30 13 72.20 5 27.80 0 0.00 18 100 
30-40 64 65.30 17 17.30 17 17.30 98 100 
40-50 52 68.40 17 22.40 7 9.20 76 100 

Above 50 7 58:30 4 33.30 1 8.30 12 100 

Total 136 66.70 43 21.10 25 12.30 204 100 
Source: Field Survey 

Table - 5.40 shows the distribution of sample according to age and financial 

problems faced by the borrowers after involving in CCS. Among the total borrowers, 

66.70 percent inform that they have no financial problems after involving in the CCS, 

21.10 percent inform that some time they face financial problems and 12.30 percent 

inform positively that they face financia l hardship after involving in the CCS. 
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Highest 33.30 percent of the borrowers' age are above 50 years and lowest 17.30 

percent of the borrowers' age are within 30 to 40 years who inform that they face the 

financial problem after involving in the CCS. And highest 17.30 percent of the 

borrowers' age are within 30 to 40 years and lowest 8.30 percent of the borrowers' 

age are above 50 years who inform that they generally face the financial problems 

after involving in the CCS. 

Table - 5.41 : Distribution of Sample According to Educational Status of the 
S 1 B dB f't am p.e orrowers an ene 1 

Educational Time Reduce Indoor Increase 
% % % social % Total % Status save labor entertainment 

status 
HSC and 

8 57.10 2 14.30 2 14.30 2 14.30 14 100 
below 

Bachelor 19 36.50 13 25.00 10 19.20 10 19.20 52 100 
Masters & 

52 37.70 41 29.70 24 17.40 21 15.20 138 100 above 
Total 79 38.70 56 27.50 36 17.60 33 16.20 204 100 

Source: Fzeld Survey 

Table-5.41 shows the distribution of sample according to educational status of the 

sample borrowers and the benefit of CCS products. Among the borrowers who 

inform that the CCS products have saved their time, 57.10 percent have educational 

status HSC and below, 36.50 percent have bachelor degree and 37.70 percent have 

educational status masters and above. Within the borrowers who inform that the 

CCS products reduce their physical labor, 29.70 percent of them have educational 

status masters and above, 25.0 percent have educational sta tus bachelor and 14.30 

percent have educational status HSC and below. Among the borrowers who inform 

that the CCS products have increased their social status, 14.30 percent have 

educational status HSC and below, 19.20 percent have educational status bachelor 

and 15.20 percent have educational status masters and above. 

Table - 5.42 : Distribution of Sample According to Educational Status and Impact 
h L' . S d d f h B f' . . on t e tvmg tan ar o t e ene tctanes 

Educational 
Average % Nothing % Little o;o Total % 

Status 
HSC and 

10 71.40 3 21 .40 1 7.10 14 100 
below 
Bachelor 28 53.80 17 32.70 7 13.50 52 100 
Masters & 

85 61.60 36 26.10 17 12.30 138 100 
above 

Total 123 60.30 56 27.50 25 12.30 204 100 

Source: Field Survey 
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Table-5.42 shows the distribution of sample according to educational status and 

impact on the living standard of the CCS products. Among the borrowers who 

inform that the CCS products have average impact on their standard of living, 71.40 

percent have educational status HSC and below, 53.80 percent have educational 

status bachelor and 61.60 percent have educational status masters and above. Within 

the borrowers who inform that the CCS products have no impact on the living 

standard, 26.10 percent of them have educational status masters and above, 32.70 

percent have educational status bachelor and 21.40 percent have educational status 

HSC and below. Among the borrowers who inform that the CCS products have little 

impact on the living standard, 7.10 percent have educational status HSC and below, 

13.50 percent have educational status bachelor and 12.30 percent have educational 

status masters and above. 

Table - 5.43 : Distribution of Sample According to Educational Status the 

Financial Problems Faced 

Educational Status No % 
Some t'l'o Yes % Total 
time 

HSC and below 9 64.30 5 35.70 0 0.00 14 
Bachelor 38 73.10 7 13.50 7 13.50 52 

Masters & above 89 64.50 31 22.50 18 13.00 138 
Total 136 66.70 43 21.10 25 12.30 204 

Sou rce: Field Survey 

% 

100 
100 
100 
100 

Table-5.43 shows the distribution of sample according to educational status the 

financial problem faced by the respondents after involving in CCS. Among the 

borrowers who inform that they do not have any financial problem after 

participating in the CCS, 64.30 percent have educational status HSC and below, 73.10 

percent have educational status bachelor and 64.50 percent have educational status 

masters and above. Within the borrowers who inform tha t they sometime face the 

financial crisis after participating in the CCS, 22.50 percent of them have educational 

status masters and above, 13.50 percent have educational status bachelor and 35.70 

percent have educational status HSC and below. Among the borrowers who inform 

that they generally face the financial problems after participating in CCS, 13.50 

percent have educational status bachelor and 13.50 percent have educational status 

masters and above. 
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Table - 5.44 : Distribution of Sample According to Monthly Income and Benefits 

Income 
Time Reduce Indoor Increase 

Group % % % % Total % 
(Tk.) 

save labor entertainment social status 

Less than 
12 37.50 7 21.90 2 6.30 11 34.40 32 100 10000 

10000 -
32 36.40 23 26.10 20 22.70 13 14.80 88 100 15000 

15000 -
29 42.60 19 27.90 11 16.20 9 13.20 68 100 20000 

Above 
6 37.50 7 43.80 

20000 3 18.80 0 0.00 16 100 

Total 79 38.70 56 27.50 36 17.60 33 16.20 204 100 

Source: Field Survey 

Table-5.44 shows the distribution of sample according to monthly income and 

benefits generated from the CCS products. Am ong the borrowers who informed that 

the CCS products helped them to save their time, highes t 42.60 percent of this 

borrowers have m onthly income within Tk. 15000 to Tk. 20000 and lowes t 36.40 

percent have m onthly income between Tk. 10000 to Tk. 15000. In case of the 

borrowers w ho said that the CCS products reduced their physical labor, highest 

43.80 percent of them have monthly incom e above Tk. 20000 and lowest 21.90 

percent of the borrowers have monthly income less than Tk. 10000. Within the 

borrowers w ho informed that the CCS p roducts are the source of their home 

entertainm ent facilities, highest 22.70 percent have m onthly incom e between Tk. 

10000 to Tk. 15000 and lowest 6.30 percent of them have monthly income less than 

Tk. 10000. And amon g the borrowers who indicated that the CCS products have 

increased their social s tatus, highest 34.40 percent of them have monthly income less 

than Tk. 10000 and low est 0.00 percent of them have monthly income above Tk. 

20000. 

Table - 5.45 : Distribution of Sample According to Monthly Income and Impact 

on the Living Standard of the Beneficiaries 

Income Group 
Average 'Yt, Nothing o;;, Little "/o Total % 

(Tk) 
Less than 10000 18 56.30 12 37.50 2 6.30 32 100 
10000- 15000 58 65.9 18 20.50 12 13.60 88 100 
15000 - 20000 39 57.40 21 30.90 8 11 .80 68 100 
Above 20000 8 50.00 5 31.30 3 18.80 16 100 

Total 123 60.30 56 27.50 25 12.30 204 100 

Source: Field Survey 
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Table-5.45 shows the distribution of sample according to monthly income and 

impact on the living standard of CCS products. Among the borrowers who 

informed t."'1at the CCS products have average impact on their living standard, 

highest 65.90 percent of these borrowers have monthly income within Tk. 10000 

to Tk. 15000 and lowest 50.0 percent of them have monthly income above Tk. 

20000. In case of the borrowers who said that the CCS products do not have any 

impact on their living standard, highest 37.50 percent of them have monthly 

income less than Tk. 10000 and lowest 20.50 percent of the borrowers have 

monthly income within Tk. 10000 to Tk. 15000. Within the borrowers who 

informed that the CCS products have little impact on their living standard, 

highest 18.80 percent of them have monthly income above Tk. 20000 and lowest 

6.30 percent of them have monthly income less than Tk. 10000. 

Table - 5.46 : Distribution of Samples According to Monthly Income and the 

Financial Problems 

Income Group 
No 1Vo Some 

% Yes % Total % 
(Tk) time 

Less than 10000 23 71.90 6 18.80 3 9.40 32 100 
10000- 15000 56 63.60 21 23.90 11 12.50 88 100 
15000- 20000 48 70.60 13 19.10 7 10.30 68 100 
Above 20000 9 56.30 3 18.80 4 25.00 16 100 

Total 136 66.70 43 21.10 25 12.30 204 100 

Source: Field Survey Data 

Table-5.46 shows that the distribution of samples according to monthly income and 

the financial problems faced after involving in CCS. Among the borrowers who 

informed that they do not face any financial problems after participating in the CCS, 

highest 71 .90 percent of these borrowers have monthly income within Tk. 10000 to 

Tk. 15000 and lowes t 56.30 percent of them have monthly income above Tk. 20000. In 

case of the borrowers who said that they sometime face the financial problems after 

participating in the CCS, highest 23.90 percent of them have monthly income within 

Tk. 10000 to Tk. 15000 and lowest 18.80 percent of the borrowers have monthly 

income less than Tk. 1000 and above Tk. 20000. Within the borrowers who informed 

that the CCS the generally face the financial problems after participating in the CCS, 

highest 25 percent of them have monthly income above Tk. 20000 and lowest 9..1 

percent of them have monthly income less than Tk. 10000. 
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Table - 5.47: Distribution of Sample According to Amount of Loan and Benefits 

Income 
Time Reduce Indoor 

Increase 
Group % % o;;, social % Total u;;, 

(Tk) 
save labor entertainment 

status 
Less than 

31 36.00 22 25.60 14 16.30 19 22.10 86 100 
40000 
40000 - 80000 27 40.90 18 27.30 11 16.70 10 15.20 66 100 
80000-

13 40.60 12 37.50 5 15.60 2 6.30 32 100 
120000 
Above 

8 40.00 4 20.00 6 30.00 2 10.00 20 100 120000 
Total 79 38.70 56 27.50 36 17.60 33 16.20 204 100 

Source: Field Survey 

Table-5.47 shows the distribution of sample according to amount of loan and benefit 

generated from the CCS products. Among the borrowers who informed that the CCS 

products save their valuable time, highest 40.90 percent of this borrowers have taken 

credit amount within Tk. 40000 to Tk. 80000 and lowest 36.00 percent of them have 

taken credit amount less then Tk. 40000. In case of the borrowers who said that the 

CCS products reduce their physical labor, highest 37.50 percent of them have taken 

credit within Tk. 80000 to Tk. 120000 and lowest 20.0 percent of the borrowers have 

taken credit amount above Tk. 120000. Within the borrowers who informed that the 

CCS products are their sources of home enter tainment, highest 30.0 percent of them 

have taken credit amount above Tk. 120000 and lowest 15.60 percent of them have 

taken credit within Tk. 30000 to Tk. 120000. And among the borrowers who informed 

that the CCS products have increased their social status, highes t 22.10 percent of this 

borrowers have taken credit amount less than Tk. 40000 and lowest 6.30 percent of 

them have taken credit amount within Tk. 80000 to Tk. 120000. 

Table - 5.48 : Distribution of Sample According to Amount of Loan and Impact 

on the Living Standard of the Sample Borrowers 

Average '1., Nothing % Little I '1., Total o;;, 
Less than 40000 49 57.00 27 31.40 10 11.60 86 100 

40000 - 80000 44 66.70 16 24.20 6 9.10 66 100 
80000- 120000 18 56.30 9 28.10 5 15.60 32 100 
Above 120000 12 60.00 4 20.00 4 20.00 20 100 

Total 123 60.30 56 27.50 25 12.30 204 100 
Sou rce: Fteld Sun,ey 

Table-5.48 shows the distribution of sample according to amount of loan and impact 

on the living standard of the sample borrowers. Among the borrowers who informed 

that the CCS products have average impact on their living standard, highest 66.70 
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percent of this borrowers have taken credit amount within Tk. 40000 to Tk. 80000 and 

lowest 57.00 percent of them have taken credit amount less then Tk. 40000. In case of 

the borrowers who said that the CCS products have no impact on their living 

standard, highest 31.40 percent of them have taken credit less than Tk. 40000 and 

lowest 20.0 percent of the borrowers have taken credit amount above Tk. 120000. 

Within the borrowers who informed that the CCS products have little impact on their 

living standard, highest 20 percent of them have taken credit amount above Tk. 

120000 and lowest 11.6 percent of them have taken credit amount less than Tk. 40000. 

Table - 5.49 : Distribution of Sample According to Amount of Loan and 

Financial Problems 

No 
% 

Sometime cyo Yes 
% 

Total 
(Number) (Number) [(Number) !(Number) 

Less than 
63 73.30 12 14.00 11 12.80 86 

40000 
40000 - 80000 35 53.00 21 31.80 10 15.20 66 

80000- 120000 25 78.10 4 12.50 3 9.40 32 
Above 120000 13 65.00 6 30.00 1 5.00 20 

Total 136 66.70 43 21 .10 25 12.30 204 
Source: Fzeld Sun,ey 

% 

100 

100 
100 
100 
100 

Table-5.49 shows the distribution of sample according to amount of loan and 

financial problem facing after involving in CCS. Among the borrowers who informed 

that they do not have any financial problems after participating in the CCS, 78.10 

percent of this borrowers have taken credi t amount within Tk. 80000 to Tk. 120000 

and 53.00 percent of them have taken credit amount within Tk. 40000 to Tk. 80000. In 

case of the borrowers w ho said that they sometime face financial problems after 

participating in the CCS, 31 .80 percent of them have taken credit between Tk. 40000 

to Tk. 80000 and 12.50 percent of the borrowers have taken credit amount Tk. 80000 

to Tk. 120000. Within the borrowers who informed that they generally face the 

financial problems after participating in the CCS, 15.20 percent of them have taken 

credit amount within Tk. 40000 to Tk. 80000 and 5.00 percent of them ha ve taken 

cred it amount above Tk. 120000. 

5.5 Opinion of the Office Executives 

For a proper understanding of the consumers credit scheme and its effects on 

the beneficiaries w e have interviewed 52 office executives. Their valued opinions 

have been recorded in tables 5.50, 5.51, 5.52, 5.53, 5.54, 5.55, 5.56, 5.57 and 5.58. 
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Table - 5.50 : Nature of Supervision for Consumer Credit 

Nature 
Islami 

o;o 
Prime 'Y., National 

% 
Mercantile 

% Total 'Yo 
Bank Bank Bank Bank 

Daily 
2 15.40 2 15.40 4 30.80 3 23.10 11 21.20 

supervision 
Monthly 

6 46.20 5 38.50 3 23.10 5 38.50 19 36.50 
supervision 
Motivation 1 7.70 3 23.10 2 15.40 1 7.70 7 13.50 
Weekly 

4 30.80 2 15.40 2 15.40 2 15.40 10 19.20 
supervision 
Bi-monthly 

0 0.00 1 7.70 2 15.40 2 15.40 5 9.60 
reporting 

Total 13 100 13 100 13 100 13 100 52 100 
Source: Fzeld Survey Data 

Table-5 .50 shows the nature of supervision involved in the consumer credit 

programme according to the opinion of the office executives of the sample branches. 

Among the interviewed executives of the sample banks, 36.50 percent have opined 

that they have the introduced the monthly supervision system in their banks, 21 .20 

percent have said that they have introduced the daily supervision system, 19.20 

percent have said that they have introduced the w eekly supervision system in their 

bank, 13.50 percent have opined tha t their supervision system is m otivation type and 

9.60 percent have opined that their supervision system is bi-monthly reporting. 

Table - 5.51 : Difficulties Faced in the Scheme According to the Executives 

Opinion 
Islami 

% 
Prime 

% 
INa tiona 

% 
Mercantile o;., Total 'Yo 

Bank Bank Bank Bank 
Clients non-

0 0.00 3 23.08 5 38.46 5 38.46 13 25 .00 
coop era tion 
Willful defaulters 1 7.69 5 38.46 4 30.77 6 46.15 16 30.77 
Demand fo r low 

9 69.23 3 23.08 3 23.08 5 38.46 20 38.46 
interest 
Demand fo r more 

7 53.85 9 69.23 7 53.85 8 61.54 31 59.62 
fund 
Other difficulties 2 15.38 2 15.38 4 30.77 3 23.08 11 21 .15 

Total Respondents 13 100 13 100 13 100 13 100 52 100 
Source: Fzeld Survey Data 

Difficulties faced by the banks in the consumer credit scheme (according to the 

execu tives) are shown in table-5.51. Among the executives, 59.62 percent have said 

that demand for more funds is the niain difficulties of the scheme. The banks cannot 

provide the necessary find as per the demand made by the borrow ers. 38.46 percent 

of the executives have opined that the clients wa nt low consumer cred it a t a lower 

ra te of interest. 30.77 percent of the executives have said tha t w illful defau lters pose a 
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threat on the growth of the scheme and 25.0 percent of the executives have said that 

lack of cooperation of the clients is another problem faced by the banks. 

Table- 5.52: Process of Preparation of the Budgets 

Budget Preparing Islami 
% 

Prime 
% 

National 
% 

Mercantile 
% Total % Process Bank Bank Bank Bank 

Discussion with 
3 23.10 1 7.70 4 30.80 3 23.10 11 21.20 

branch 
Budget committee 2 15.40 2 15.40 2 15.40 3 23.10 9 17.30 
Previous budgets 2 15.40 3 23.10 1 7.70 2 15.40 8 15.40 
Future prospects 3 23.10 6 46.20 4 30.80 4 30.80 17 32.70 
Demand for fund 3 23.10 1 7.70 2 15.40 1 7.70 7 13.50 

Total 13 100 13 100 13 100 13 100 52 100 
Source: Fzeld Survey 

Procedures of preparing the budget of the bank according to the interviewed 

executives are shown in table-5.52. Among the total interviewed executives, 32.70 

percent have opined that they prepare budget on the basis of the future prospects of 

the schemes of the bank. 21.20 percent of the executives said that they discuss with 

the branch managers before preparing the budget. 17.30 informed that the budget 

committee prepares the budget for the bank. 15.40 percent said that the previous 

budget or actual are considered for preparing the budget and 13.50 percent informed 

that demand for the fund are considered for preparing the budget of the bank. 

Factors considered for preparing bank budgets have been portrayed in table 5.53. 

Table - 5.53 : Factors Contributing to Prepare Budgets 

Islami 
% 

Prime 
% 

National 
% 

Mercantile o;.J Total o/o 
Bank Bank Bank Bank 

Branch size 3 23.08 3 23.08 4 30.77 7 53.85 17 32.69 
Branch demand 5 38.46 2 15.38 4 30.77 8 61 .54 19 36.54 
Branch 

6 46.15 5 38.46 3 23.08 5 38.46 19 36.54 I profit/ loss 
Branch 
lpros_pects 

5 38.46 7 53.85 7 53 .85 9 69.23 28 53.85 

Branch location 4 30.77 6 46.15 3 23.08 4 30.77 17 32.69 
Others 1 7.69 2 15.38 3 23.08 2 15.38 8 15.38 
Total 

13 100 13 100 13 100 13 100 52 100 
Respondents 
Sou rce: Fzeld Survey 

Table-5.53 shows that 53.85 percent of the sample executives have opined that branch 

prospects are the main factors for the preparation of budget of the bank. 36.54 

percent of the executives have informed that branch demand and branch profit /loss 

are another factors considered for preparing the budget of the banks. 32.69 percent of 
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the executives have opined that branch size and branch location are considered while 

preparing the budget of the bank. 

Calculating profit/loss account is shown in table 5.54. 

Table - 5.54 : Calculation of Profit/Loss 

Way of Islami 
% 

Prime o;o National 
% 

Mercantile 
% Total % 

Calculation Bank Bank Bank Bank 
Through 
spread & 4 30.80 3 23.10 3 23.10 2 15.40 12 23.10 
burden 
Monthly 

5 38.50 6 46.20 4 30.80 6 46.20 21 40.40 
analyses 
Half yearly 

1 7.70 4 30.80 4 30.80 3 23.10 12 23.10 
analyses 
Annual 

3 23.10 0 0.00 2 15.40 2 15.40 7 13.50 
analyses 

Total 13 100 13 100 13 100 13 100 52 100 
Source: Fzeld Survey 

Table-5.54 indicates the calculation of the profit/loss of the sample banks according 

to the sample executives of the selected banks. Among the interviewed executives, 

40.40 percent have opined that monthly analyses are followed for calculating the 

profit/loss of the bank. 23.10 percent of the executives have informed that half yearly 

analyses and the calculation of spread and burden are followed to calculate the 

profit/loss of the banks. And only 13.50 percent of the executives have opined that 

annual analyses system is followed to calculate the profit/loss of the banks. 

Table - 5.55 : Strength of the Banks According to the Executives 

Islami 
% 

Prime 
% 

INa tiona 
% 

Mercantilt: 
% rrota % 

Bank Bank Bank Bank 
Good Manpower 2 15.40 3 23.10 4 30.80 2 ~5.4C 11 21 .20 
Good demand 3 23.10 3 23.10 2 15.40 3 ~3.1C 11 21.20 
Good client 6 46.20 5 38.50 5 38.50 6 ~6.2C 22 42.30 
Good 
environment & 2 15.40 2 15.40 2 15.40 2 ~5.4C 8 15.40 
other facilities 

Total 13 100 13 100 13 100 13 100 52 ~00 . 0( 
Sou rce: Fzeld Survey 

Table-5.55 reflects the strength of the banks according to the executives of the sample 

banks. Highest 42.30 percent of the interviewed executives have informed that good 

client of the consumer credit scheme is the main strength of the bank. 21.20 percent 

of the executives of the sample banks have informed that good manpower of their 

banks and good demand for the credit are another strengths of their banks and only 
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15.40 percent of the executives have opined that good environment and other 

facilities are their business strength in this modern banking era . 

Competition faced by the banks has been tabulated in table 5.56. 

Table -5.56 : Competition Faced by the Banks 

Islami 
% 

Prime o;., National 
% 

Mercantile 
% Total 'Yo 

Bank Bank Bank Bank 
Competition with 

6 46.15 3 23.08 1 7.69 3 23.08 13 25.00 
PCBS/NCBS 
Govt. policy 2 15.38 5 38.46 6 46.15 3 23.08 16 30.77 
Market economy 6 46.15 5 38.46 4 30.77 6 46.15 21 40.38 
Hire purchase 

10 76.92 11 84.62 4 30.77 7 53.85 32 61.54 
facilities 
Leasing company 5 38.46 2 15.38 1 7.69 9 69.23 17 32.69 
Others 0 0.00 0 0.00 0 0.00 1 7.69 1 1.92 
Total Respondents 13 100 13 100 13 100 13 100 52 100 

Source: Field Survey 

Table-5.56 shows the competition faced by the banks according to the sample 

executives of the selected banks. Among the executives, 61.54 percent have informed 

that hire purchase facilities is the prime competition of the banks. 40.38 percent 

executives have opined that market economy is another competition facing the 

banks, 32.69 percent of the executives have said that leasing companies are the 

competitors for the bank in the recent period . 30.77 percent have said that recent 

Government policies also have some adverse effect on the banking business and 25 

percent of the executives have opined that the nationalized commercial banks are 

other competitors for their banking business. 

Causes for the success of the banking business, according to bank executives, have 

been represented in table 5.57. 

Table - 5.57 : Causes of Success of the Branch 

lsi ami o;., !Prime "/o 
Nationa ry., Mercantile 

% Total % 
Bank Bank Bank Bank 

Efficiency of branch 
4 30.77 3 23.08 4 30.77 4 30.77 15 28.85 

Mgt. 
Good monitoring 7 53.85 7 53.85 3 23.08 5 38.46 22 42.31 
Better customer service 9 69.23 6 46.15 5 38.46 7 53 .85 27 51.92 
Good accountabilities 4 30.77 6 46 .15 1 7.69 5 38.46 16 30.77 
Clients co-operation 7 53.85 5 38.46 3 23.08 8 61.54 23 44.23 
Others 0 0.00 0 0.00 1 7.69 0 0.00 1 1.92 

Total Respondents 13 100 13 100 13 100 13 100 52 100 

Sou rce: Field Survey 
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Table-5.57 shows the causes behind the success of the scheme according to the 

sample executives of the selected banks. 51 .92 percent have informed that better 

customer services provided by their banks are the prime cause for the success. 44.23 

percent of the executives have opined that good client or cooperation of the client is 

another cause of success of the scheme. 42.31 percent have opined that good 

monitoring systems of the banks are the causes and 28.85 percent have informed that 

efficiency of the branch management is the cause behind the success of the scheme. 

Suggestions for the viability of the scheme have been shown in table 5.58 

Table - 5.58 : Suggestion for Viable Scheme 

Islami 
% 

Prime 1Yo 
National 

% 
Mercantile 

'lfo Total % 
Bank Bank Bank Bank 

Low interest 8 61.54 3 23.08 3 23.08 8 61.54 22 42.31 
More fund 7 53.85 7 53.85 6 46.15 8 61.54 28 53.85 
More motivation 4 30.77 3 23.08 4 30.77 6 46.15 17 32.69 
Customer service 6 46.15 1 7.69 3 23.08 8 61 .54 18 34.62 
Low down 

4 30.77 5 38.46 3 23.08 5 38.46 17 32.69 
I payment 
More instalment 6 46.15 7 53.85 6 46.15 7 53.85 26 50.00 
Liberal 

8 61.54 1 7.69 5 38.46 6 46.15 20 38.46 
formalities 
Early payment 

2 15.38 7 53.85 4 30.77 5 38.46 18 34.62 
incentives 
Low service 

3 23.08 10 76.92 5 38.46 7 53.85 25 48.08 
charge 
Others 2 15.38 4 30.77 3 23.08 0 0.00 9 17.31 
Total 

13 100 13 100 13 100 13 100 52 100 
Respondents 

Source: Field Su rvey 

Suggestions provided by the interview ed executives for viable credit scheme of the 

sample banks are shown in the table - 5.58. It has been found that highest 53.85 

percent of the executives suggest that more funds are needed for this programme 

50.0 percent of the executives suggest that ins talment system should be more flexible 

according to the requirement of the clients. 42.31 percent su ggest that interest rate of 

the scheme has to reduce. 34.62 percent suggest that cu stomer services have to be 

improved 38.46 percent have opined that the formalities of the scheme must be 

liberal 48.08 percent have advocated for the low service charge, 34.62 percent have 

opined that more incentives should be inh·oduced for the ea rly repaymen t and 32.69 

percent suggest that the down payment of the scheme should be reduced for the 

viability of the scheme. 
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5.6 Analysis of Branch-wise Recorded Information 

This section analyses branch-wise information provided by four banks of Rajshahi 

Metropolitan area grouping the borrowers into four groups on the basis of loans 

taken from CCS. The groups are those who have taken loan Tk. 25,000 and less, Tk. 

25,000 - 50,000 - Tk. 75,000 ad above Tk. 75,000. All the relevant information 

relating to consumer credit programme has been depicted in table 5.59, 5.60, 5.61, 

5.62, 5.63, 5.64, 5.65 and 5.66. 

Table - 5.59 : Credit Disbursement 

Loanee group 
Islami •y,, Prime •y,, National 

''l'o 
Mercantile 

% Total o;., 
Bank Bank Bank Bank 

Less than Tk. 
53 53.00 11 11.00 7 7.00 5 10.00 76 21.70 

25000 
Tk. 25000 - 50000 36 36.00 28 28.00 77 77.00 22 44.00 163 46.60 
Tk. 50000 - 75000 7 7.00 9 9.00 16 16.00 10 20.00 42 12.00 
Above Tk. 75000 4 4.00 52 52.00 0 0.00 13 26.00 69 19.70 

Total 100 100 100 100 100 100 50 100 350 100 

Source: Official Record of the Banks 

Table-5.59 shows the credit disbursement by the Rajshahi branch of the sample 

banks. It has been found that 46.60 percent borrowers have taken credit between Tk. 

25000 to Tk. 50000 21.70 percent of the borrowers have taken credit less than Tk. 

25000, 19.70 percent of the borrowers have taken credit above Tk. 75000 and 12.0 

percent have taken credit within Tk. 50000 to Tk. 75000. In case of Prime bank, 52.0 

percent borrowers have taken credit above Tk. 75000. On the other side, Mercantile 

Bank did not provide any credit above Tk. 75000. Among the borrowers of Islarni 

bank, 53 percent borrowers have taken credit less than Tk. 25000 and in National 

Bank 77 percent borrowers have taken credit between Tk. 25000 to Tk. 50000. 

Table - 5.60 : Variation of Consumer Credit Disbursement 

Banks 
No. of Mean 

SD Std. Error Min. Max. F Sig. 
borrowers (Tk.) 

lslarni Bank 100 33194.65 26115.29 2611.53 11000 200000 41.119 0.00 
Prime Bank 100 76651.70 40524.03 4052.40 17520 150000 
National Bank 100 47978.00 11986.59 1198.66 16000 67500 
Mercantile 

50 56530.00 25315.04 3580.09 15000 100000 
Bank 

Total 350 53168.39 32736.81 1749.86 11000 200000 

Source: As 111 table: 5.59. 

Table-5.60 shows the variation of consumer credit disbursement of the Rajshahi 

branch of the sample banks. It is found that the average credit disbursement of the 
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Islami bank, Prime Bank, National Bank and Mercantile bank were Tk. 33194.65, Tk. 

76651.70, Tk. 47978.00 and Tk. 56530.00 respectively. The F-value 41.119 shows that 

there exists significant variation among the beneficiaries who have taken loans under 

CCS from four banks. 

Table - 5.61 : Amount of Monthly Instalment 

Group Islami 
% 

Prime 
% 

National 
% 

Mercantile 
% Total % (Tk.) Bank Bank Bank Bank 

Less than 
37 37.00 1 1.00 5 5.00 2 4.00 45 12.90 

1000 
1000 -

45 45.00 17 17.00 14 14.00 18 36.00 94 26.90 
2000 

2000-
14 14.00 32 32.00 81 81 .00 20 40.00 147 42.00 

4000 
Above 

4 4.00 50 50.00 0 0.00 10 20.00 64 18.30 
4000 
Total 100 100 100 100 100 100 50 100 350 100 

Source: As in table 5.59. 

Table-5.61 shows the amount of monthly instalment of the consumer credit repaying 

by the sample borrowers provided by the Rajshahi branch of the selected banks. It 

has been found that highest 42.00 percent of the sample borrowers monthly 

instalment is between Tk. 2000 to Tk. 4000, which followed by 26.90 percent of the 

borrowers monthly instalment is between Tk. 1000 to Tk. 2000, 18.30 percent 

borrowers have monthly instalment above Tk. 4000 and 12.90 percent have less than 

Tk. 1000 monthly instalment. 

Table - 5.62 : Variation of Consumer Credit Monthly Instalment 

Banks 
No. of 

Mean SD 
Std. 

Min. Max. F Sig. 
borrowers Error 

Islami Bank 100 1576.22 1238.52 123.85 520 9458 51.306 0.00 
Prime Bank 100 3659.50 1597.93 159.79 950 5700 
National Bank 100 2284.67 570.79 57.08 761.9 3214.29 
Mercantile Bank 50 2723.86 1212.95 171.54 728 4850 

Total 350 2537.80 1451.62 77.59 520 9458 

Source: Official Record of the Banks. 

Table-5 .62 shows the variation of monthly instalment of consumer credit of the 

Rajshahi branch of the sample banks. It is found that the average credit disbursement 

of the Islami bank, Prime Bank, National Bank and Mercantile bank were Tk. 1576.22, 

Tk. 3659.50, Tk. 2284.67 and Tk. 2723.86 respectively. The F-value 51.306 shows that 
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there is significant variation existing among the consumer credit monthly instalment 

within the Rajshahi branch of the sample banks. 

T bl 5 63 R a e- : ecovery o fC onsumer c d't re 1 

Income Group 
Islami 

% 
Prime 

% 
National o;;, Mercantile 'Yt, Bank Bank Bank Bank 

Less than Tk. 25000 72 72.00 9 9.00 54 54.00 12 24.00 
Tk. 25000 - 50000 21 21 .00 27 27.00 28 28.00 21 42.00 
Tk. 50000 - 75000 3 3.00 21 21 .00 18 18.00 7 14.00 
Above Tk. 75000 4 4.00 43 43.00 00 0.00 10 20.00 

Total 100 100 100 100 100 100 so 100 
Source: As zn table 5.59. 

Table-5.63 shows the recovery of the consumer credit of the borrowers of the 

Rajshahi branch of the sample banks. It is seen from the table that highest 42 percent 

of the borrowers have repaid their credit less than Tk. 25000, 27.70 percent of the 

borrowers have repaid within Tk. 25000 to Tk. 50000, 16.30 percent have repaid 

above Tk. 75000 and 14.0 percent have repaid credit within Tk. 50000 to Tk. 75000. 

Table- 5.64: Variation of Consumer Credit Recovery 

Name of Banks 
No. of 

Mean SD 
Std. 

Min. Max. F Sig. 
borrowers Error 

Islami Bank 100 23771 .94 23632.86 2363.29 1017 187992 58.499 0.00 
Prime Bank 100 67950.47 31922.73 3192.27 8150 120830 
National Bank 100 30634.83 18295.96 1829.60 0 74978.86 
Mercantile Bank 50 50186.74 28932.88 4091.73 15254 112745 

Total 350 42128.75 31539.69 1685.87 0 187992 

Source: As in table 5.59. 

Table-5.64 shows the variation of consumer credit recovery of the Rajshahi branch of 

the sample banks. It is found that the average credit disbursement of the Islami bank, 

Prime Bank, National Bank and Mercantile bank w ere Tk. 23771.94, Tk. 67950.47, Tk. 

30634.83 and Tk. 50186.74 respectively. The F-value 58.499 shows that there exists 

significant variation is consumer credit recovery within the Rajshahi branch of the 

sample banks. 

Table - 5.65 : Credit Outstanding 

Loan Amount (Group) 
lslami 

% Prime 
% 

National 
% 

Mercantile 
% Total % 

Bank Bank Bank Bank 
Less than Tk. 10000 42 42.00 42 49.40 31 31 .00 26 52.00 141 42.10 
Tk. 10000 - 20000 40 40.00 15 17.60 15 15.00 11 22.00 81 24 .20 
Tk. 20000- 30000 10 10.00 8 9.40 12 12.00 5 10.00 35 10.40 
Above Tk. 30000 8 8.00 20 23.50 42 42.00 8 16.00 78 23.30 

Total 100 100 85 100 100 100 50 100 335 100.00 

Source: A s in table 5.59. 
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Table-5.65 shows the consumer credit outstanding of the borrowers of the Rajshahi 

branch of the sample banks. It has been found that highest 42.10 percent of the 

borrowers credit outstanding is less than Tk. 10000, which followed by 24.20 percent 

of the borrowers credit outstanding figure are within Tk. 10000 to Tk. 20000, 23.30 

percent have credit outstanding above Tk. 30000 arid 10.40 percent have outstanding 

between Tk. 20000 to Tk. 30000. In case of the borrowers of Islami bank, Prime bank 

and Mercantile bank, highest 42.0 percent, 49.40 percent and 52.00 percent of the 

borrowers have outstanding credit amount less than Tk. 10000, but in case of the 

borrowers of Prime bank highest 42.00 percent borrowers credit outstanding were 

above Tk. 30000. 

Table - 5.66 : Variation of Consumer Credit Outstanding 

Banks 
No. of 

Mean SD Std. Error Min. Max. F Sig. 
borrowers 

Islami Bank 100 14057.34 10711 .26 1071.13 221 60480 7.15 0.00 
Prime Bank 85 25753.92 33743.17 3659.96 285 132824 
National Bank 100 24198.47 16162.86 1616.29 1361 56256 
Mercantile Bank 50 15185.90 14207.88 2009.30 0 57142 

Total 335 20220.77 21333.23 1165.56 0 132824 

Source : As in table 5.59. 

Table-5.66 shows the variation of consumer credit outstanding of the Rajshahi branch 

of the sample banks. It is found that the average credit disbursement of the Islami 

bank, Prime Bank, National Bank and Mercantile bank were Tk. 14057.34, Tk. 

25753.92, Tk. 241 .98.47 and Tk. 15185.90 respectively. The F-value 7.15 shows that 

there is significant variation existing among the consumer credit outstanding within 

the Rajshahi branch of the sample banks. 

5.7 Hypotheses Testing 

The section deals with testing five hypotheses we have formulated in chapter one on 

the bases of data collected from the primary sources. 

First Hypothesis 

There are variations in consumer credit activities of the selec ted branches of the 

banks. 
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Table- 5.67: Variation of Age of the Sample Borrowers of the Selected Banks 

Bank 
No. of 

Mean SD 
Std. 

Min. Max. F Sig. 
Borrowers Error 

Islami Bank 65 40.20 7.48 0.93 20 57 0.327 0.806 
Prime Bank 57 39.65 5.94 0.79 25 55 
National Bank 45 39.73 8.09 1.21 20 57 
Mercantile Bank 37 38.78 5.84 0.96 30 55 

Total 204 39.69 6.92 0.48 20 57 

Table-5.67 shows the variation of age of the sample borrowers of the selected banks. 

The average age of the sample borrowers of Islami bank, Prime bank, National bank 

and Mercantile bank were 40.20 years, 39.65 years, 39.73 years and 38.78 years 

respectively. The F-value 0.327 shows the insignificant variation among the 

borrowers in age of the sample branches. 

Table - 5.68 : Variation of Monthly Income of the Sample Borrowers of 

the Selected Banks 

Name of No. of 
Mean SD Std. Error Min. Max. 

Bank borrowers 
Islami Bank 65 15532.23 5119.16 634.95 5500 40000 
Prime Bank 57 13709.91 4293.05 568.63 8000 27000 

National 
45 15644.67 5462.16 814.25 5500 40000 

Bank 
Mercantile 

37 12861.62 4060.79 667.59 8000 27000 
Bank 
Total 204 14563.48 4901.97 343.21 5500 40000 

Source: Official Record of the Banks. 

F Sig. 

3.789 0.011 

Table-5.68 shows the variation of monthly income of the sample borrowers of the 

selected banks. The average monthly income of the sample borrowers of Islami bank, 

Prime bank, National bank and Mercantile bank were Tk. 15532.23, Tk. 13709.91, Tk. 

15644.67, Tk. 12861.62 respectively . The F-value 3.789 indicates the significant 

variation in monthly income of the borrowers of the sample branches. 

Table - 5.69 : Variation in the Amount of Loan Taken by the Sample Borrowers 

Bank 
No. of 

Mean SD 
Std. 

Min. Max. F Sig. 
borrowers Error 

Islami Bank 65 66942.77 40649.63 5041.97 21000 150000 3.434 0.018 
Prime Bank 57 53018.95 30552.09 4046.72 15000 150000 
National Bank 45 72266.67 44584.18 6646.22 21000 150000 
Mercantile Bank 37 51967.57 32493.02 5341.82 15000 150000 

Total 204 61510.59 38320.58 2682.98 15000 150000 

Source: Official Record of the Banks. 
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Table-5.69 shows the variation of amount of credit taken by the sample borrowers of 

the selected banks. The average amount of credit of the sample borrowers of Islami 

bank, Prime bank, National bank and Mercantile bank were Tk. 66942.77, Tk. 

53018.95, Tk. 72266.67 and Tk. 51967.57 respectively. The F-value 3.434 indicates the 

significant variation in the amount of credit taken borrowers of the sample branches. 

Table- 5.70: Variation in the Amount of the Monthly Instalment of the 

Sample Borrowers. 

Bank 
No. of 

Mean SD 
Std. 

Min. Max. 
borrowers Error 

F 

Islami Bank 65 2672.78 1485.71 184.28 730 5550 0.501 
Prime Bank 57 2466.74 1300.50 172.26 588 5500 
National Bank 45 2774.40 1665.30 248.25 730 5550 
Mercantile Bank 37 2478.95 1462.10 240.37 588 5500 

Total 204 2602.47 1469.27 102.87 588 5550 

Sig. 

0.682 

Table-5.70 shows the variation of amount of monthly instalment of the 

sample borrowers of the selected banks. The average amount of monthly 

instalment of the sample borrowers of Islami Bank, Prime Bank, National 

Bank and Mercantile Bank were Tk. 2672.78, Tk. 2466.74, Tk. 2774.40 and Tk. 

2478.95 respectively. The F-value 0.501 indicates insignificant variation in the 

amount of monthly instalment of the sample borrowers of the sample 

branches. 

Table- 5.71: Variation of Instalment Repayment of the Sain:ple Borrowers 

Bank 
No. of 

Mean SD 
Std. 

Min. Max. F Sig. 
borrowers Error 

Islami Bank 65 18.55 7.28 0.90 3 36 0.76 0.518 
Prime Bank 57 19.63 6.99 0.93 3 36 
National Bank 45 18.20 7.91 1.18 4 36 
Mercantile 

37 20.27 7.19 1.18 3 36 
Bank 

Total 204 19.09 7.32 0.51 3 36 

Table-5.71 shows the variation of instalment repayment of the sample borrowers of 

the selected banks. The average instalment repayment of the sample borrowers of 

Islami Bank, Prime Bank, National Bank and Mercantile Bank were 18.55, 19.63, 18.20 

and 20.27 respectively. The F-value 0.76 indicates the insignificant variation in the 

instalment repayment of the sample borrowers of the sample branches. 
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Table- 5.72: Variation of Down Payment of the Sample Borrowers 

Name of Bank 
No. of 

Mean SD 
Std. 

Min. Max. F Sig. 
borrowers Error 

Islami Bank 65 16247.38 11486.57 1424.73 3750 72000 3.868 0.01 
Prime Bank 57 12284.39 7231.85 957.88 3600 30000 
National Bank 45 17718.67 12707.46 ' 1894.32 3750 72000 
Mercantile Bank 37 11931.62 7251.64 1192.16 3600 30000 

Total 204 14681.86 10304.00 721.42 3600 72000 

Table-5.72 shows the variation of amount of down payment of the sample borrowers 

of the selected banks. The average amount of down payment of the sample 

borrowers of Islami bank, Prime bank, National bank and Mercantile bank were Tk. 

16247.38, Tk. 12284.39, Tk. 17718.67 and Tk. 11931.62 respectively. The F-value 3.868 

indicates significant variation in the down payment of the sample borrowers of the 

branches. 

Second Hypothesis 

There is a positive correlation among the socio-economic background of the 

borrowers and the consumers credit scheme of the selected Banks. This hypothesis 

has been tested on the basis of data collected and has been represented in tables 5.72 

and 5.73. 

Table - 5.73: Correlation Matrix 

Age 
Monthly 
Income 

Age 1 0.145* 
Monthly Income 1 
Amount of Loan 
Monthly 
Instalment 
Down payment 
• Correlatwn zs szgnificant at the 0.05 level (2-tazled) . 

•• Correlation is sign ifi cant at the 0.01 level (2 -tailed) . 

Loan Monthly Down 
Amount Instalment payment 

-0.042 -0.017 -0.035 
0.42** 0.376** 0.584** 

1 0.926** 0.726** 

1 0.706** 

1 

Table-5 .73 shows the correlation matrix of age, monthly income, loan amount, 

monthly instalment and down payment of the sample borrovvers. It has been found 

that the age of the sample borrowers are significantly correla ted with their monthly 

income, but negatively correlated with loan amount, month1;>' instalment, and down 

payment, w hich reveal that the aged persons are interested to take huge amount of 

loan and the banks are also interested to provide loan to them under consumer credit 
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scheme. Table 5.73 shows that monthly income of the sample borrowers is 

significantly correlated with the amount of consumer credit. 

Table - 5.74 : Regression Equation 

Unstandardized 
Standardize 

R = 0.433 
d 

Model Coefficients 
Coefficients 

t Sig. R Square= 0.187 

B Std. Error Beta Adj. R Square= 0.179 

! (Constant) 35133.535 15133.057 2.322 0.021 Std. Error= 34719.09 

Age -583.996 356.014 -0.105 -1.64 0.102 DW=2018 

Monthly Income 3.403 0.502 0.435 6.772 0.00 F = 23.150 

Dependent Variable: Amount of Loan 

Table-5.74 shows the regression estimation of amount of loan on age and monthly 

income of the sample borrowers. It is also found that the age of the borrowers has 

negative affect on the amount of loan but monthly income of the borrowers have 

positive effect on the amount of loan. The R-value 0.433 reveals that the explanatory 

variables have over 43 percent effect on the dependent variable. The F-value 23.150 

indicates that the whole regression analysis is significant. 

Third Hypothesis 

The third hypothesis is that there is variation in managerial performances of the 

selected commercial banks. 

This again has been tested on the basis of data collected and tabulated in table 5.75. 
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Table- 5.75: Variations of the Managerial Performances of the Selected Banks 

No. of Mean so Std. Error Min. Max. F Sig. 
borrowers 

lslami Bank 5 3486.68 1405.67 628.63 2002.17 5546.1 6 10.94 0.00 
Prime Bank 5 832.76 382.98 171 .28 423.62 1325.99 

Deposit National Bank 5 2033.81 397.69 177.85 1555.39 2489.66 
Mercantile Bank 4 984.65 517.01 258.51 310.46 1515.04 
Total 19 1879.20 1325.82 304.16 310.46 5546.16 
lslami Bank 5 3119.25 1265.07 565.76 1736.63 4918.59 18.941 0.00 
Prime Bank 5 535.66 305.64 136.69 175.21 907.49 

Advance National Bank 5 238.63 38.47 17.21 194.63 289.2 
Mercantile Bank 4 509.70 347.78 173.89 87.15 889.62 
Total 19 1131 .92 1378.56 316.26 87. 15 4918.59 
lslami Bank 5 325.94 151 .92 67.94 162.94 523.41 5.751 0.008 
Prime Bank 5 111 .90 64.30 28.76 38.42 198.76 

Income National Bank 5 228.20 80.32 35.92 145.6 328.51 
Mercantile Bank 4 91 .75 62.60 31 .30 15.69 160.13 
Total 19 194.59 132.25 30.34 15.69 523.41 
lslami Bank 5 281.40 118.57 53.02 148.1 424 9.856 0.001 
Prime Bank 5 71 .34 37.44 16.75 28.81 123.15 

Expenses National Bank 5 171 .80 45.01 20.13 118.1 226.84 
Mercantile Bank 4 65.02 42.32 21 .16 14.54 11 4.01 
Total 19 151 .72 111 .50 25.58 14.54 424 
lslami Bank 5 44.54 35.03 15.67 14.84 99.41 0.468 0.709 
Prime Bank 5 40.55 26.91 12.04 9.62 75.61 

Profit National Bank 5 32.28 8.48 3.79 20.36 40.1 
Mercantile Bank 4 26.73 20.61 10.31 1.15 46.12 
Total 19 36.52 23.86 5.47 1.15 99.41 
lslami Bank 5 4164.83 1634.70 731 .06 2302.53 6508.07 13.941 0.00 
Prime Bank 5 949.82 472.97 211 .52 455.89 1573.69 

Assets National Bank 5 3881 .71 888.82 397.49 2804.27 4873.21 
Mercantile Bank 4 1089.79 499.36 249.68 476. 5 1638.32 
Total 19 2596.89 1805.66 414.25 455.89 6508.07 
lslami Bank 5 2703.00 480.74 214.99 2171 3297 108.448 0.00 
Prime Bank 5 450.00 122.44 54.76 305 613 

Employees National Bank 5 1947.80 96.67 43.23 1856 2073 
Mercantile Bank 4 10.75 4.99 2.50 4 15 
Total 19 1344.58 1134.94 260.37 4 3297 
lslami Bank 5 116.00 9.03 4.04 105 128 31.113 0.00 
Prime Bank 5 19.80 4.38 1.96 14 26 

Branches National Bank 5 67.80 4.02 1.80 66 75 
Mercantile Bank 4 263.75 87.03 43.52 168 363 

Total 19 109.11 96.46 22.13 14 363 

Table-5 .75 shows the variations in the managerial performances of the selected 

banks. It has been revealed that the net profit of the sample does not have any 

significant variation but on the other hand, there are significant variations existing 

among the variables like deposit, advance, income, expenses, assets, number of 

employees and number of branches of the sample banks. 
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Fourth Hypothesis 

The fourth hypothesis is that there is positive correlation between managerial 

efficiency and effectiveness of consumer credit scheme of the commercial banks. The 

testing of the hypothesis has been shown in table 5.76. 

Table -5.76: Correlation Matrix 

Profit Assets Income 
Disbursement Recovery Outstanding 

ofCCS ofCCS ofCCS 
Profit 1 0.489* 0.696** 0.382 0.296 0.315 
Assets 1 0.936** 0.195 0.156 0.334 
Income 1 0.442 0.384 0.512* 
Disbursement 

1 0.987** 0.755** 
ofCCS 
Recovery of 

1 0.678** ccs 
Outstanding of 

1 ccs 
*Correlation is significant at the 0.05 level (2-tailed). 

**Correlation is significant at the 0.01 level (2-tailed). 

Note: CCS = Consumer Credit Scheme 

Table-5.76 shows the correlation matrix of profit, assets, income, disbursement of 

CCS, recovery of CCS and outstanding of CCS. It has been found that only 

outstanding of the consumer credit Scheme has significant positive relation with the 

income of the sample banks. On the other hand, variables like disbursement and 

recovery of consumer credit scheme do not have significant relationship with profit, 

assets and income of the sample banks, but these variables have positive 

relationship. 

Fifth Hypothesis 

The fifth hypothesis is that trends in managerial performance of the sample banks 

are satisfactory. The hypothesis has again been calculated and represented in table 

5.77. 
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Table- 5.77: Average Performance of the Sample Banks 

Indicators Islami 
Growth 

Prime 
Growth 

National 
Growth 

Mercantile 
Growth 

on Average Bank Bank Bank Bank 
Deposit 3486.68 29.04 832.76 33.53 2033.81 12.58 984.65 82.64 
Advance 3119.25 29.75 535.66 52.62 238.63 10.42 509.70 151.02 
Income 325.94 34.87 111.90 51.67 228:20 24.33 91.75 151.02 
Expenditure 281.40 31.20 71.34 44.10 171.80 17.84 65.02 117.01 
Net profit 44.54 63.09 40.55 71.26 32.28 20.13 26.73 566.52 
Assets 4164.83 29.73 949.82 36.91 3881.71 15.24 1089.79 53.82 
Employees 2703.00 11.10 450.00 19.12 1947.80 2.88 263.75 29.55 
Branches 116.00 5.08 19.80 17.12 67.80 3.41 10.75 69.00 

Table-5.77 shows the average performance of the sample banks. In this table average 

deposit, advance, income, expenditure, net profit, assets, employee and branches, the 

average growth rates of these indicators of the sample banks are shown. The average 

growth rates of these indicators show the positive trends of the sample banks and 

increasing trends of the variables during our study period. So, according to our last 

hypothesis we can conclude that the business performance of the sample banks 

during the study period was satisfactory. 

5.8 Conclusion 

The chapter has made an indepth assessment of the consumer credit programme 

introduced in Bangladesh in the mid 1990s as a part of liberalized economic policy. 

This scheme which is becoming familiar in most of the developing economics is not 

new in the Western World. Due to the impact of new economic policy, easy 

accessibility of information and demonstration effect there has been tremendous 

changes in the life-styles especially among the city dwellers. People living in the 

capital city of Dhaka, Rajshahi and other cities and semi urban areas have a rising 

demand for consumer durables like refrigerator, television, computer, motorcycle, 

car, washing machine, air conditioner, water cooler, furniture, microwave oven, etc. 

The commercial banks in Bangladesh have seized the opportunity to diversify their 

business. They felt the urgency for consumer credit. They have followed the path of 

Grameen bank already followed some twenty five years back in Bangladesh. The 

CCS has become popular due to its easily accessibility, easy terms and conditions 

and monthly instalment facility. Data collected from the primary as well as 

secondary sources have suggested that limited income of the borrower, low savings 

and need of the modern facilities are the main causes for selecting the scheme and 

the main benefits of the consumer credit scheme are easy terms and condition, 
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monthly instalment and absence of security. The sample borrowers also informed 

some limitations of the consumer credit scheme like high interest rate, fixed number 

of instalment, limited commodities, compulsory down payment and the borrowers 

must be service holder. According to the sample borrowers, the CCS products 

generate benefits for their families by saving time, reducing labor, acting source of 

entertainment and increasing social status. On the other side, among the borrowers, 

66 percent said that they did not face any financial problem after involving in this 

scheme and most of the sample borrowers informed that the CCS products had 

positive impact on their social status and also on their neighbours and colleagues. 

One thing is absent in the programme. This fact is that banks rarely provide 

consumer credit to the well to do self-employed. We have interviewed to 204 

beneficiaries who have taken credit for purchasing consumer durables, but no one 

was found who belonged to business community. We suspect that banks carefully 

avoid middle-class business communities in order to avoid wilful defaulters. 

However, in all the consumer credit programme in Bangladesh has significant socio

economic impact on the beneficiaries. 
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CHAPTER SIX 

Conclusions and Recommendations 

6.1 Conclusions 

After the liberation war in 1971 East Pakistan got the status of an independent nation 

named Bangladesh. At that time the socio-economic condition of the country was the 

worst-almost 2j3rd of the total population lived below the poverty line with high 

illiteracy, massive unemployment and excessive inflation. During the pre

liberalisation regime it was believed that government could well manage the 

allocation of credit among different economic partners. Following government's 

directives the nationalised commercial banks (NCBs) along with some specialized 

development banks performed credit delivery activity but their performance was 

very poor in terms of the recovery of loan and cost of financial intermediation. The 

financial sector was very weak in all respects and banks were fully directed and 

controlled by the government. Nationalised commercial banks allowed and supplied 

credit to big clients only neglecting the prime sectors of the economy. Financial sector 

reform in Bangladesh was initiated in the early 1980s by allowing private sector 

commercial banks (PCBs) to operate. Since then the number of PCBs rose steadily At 

present there are nearly thirty PCBs along with some foreign banks operating in 

Bangladesh. The PCBs are also experiencing overdue problem. Thus both NCBs and 

the PCBs are plaguing with mounting over-dues. The reason for mounting un

recovered loans in public sector banks in Bangladesh was due to huge amount of 

credit given to the loss-making state enterprises. Also the NCBs were burdened with 

politically broken loans. But the problems with the PCBs were completely different. 

The private sector commercial banks are suffering from insider lending to the 

sponsor directors of banks (Mahmud, 2004). In Bangladesh even after liberalization 

in the financial sector there has been a wide gap between lending rate and deposit 

rate of interest. A Bangladesh Bank data suggest that interest spread was 6.1 percent 

in 1986-87. It slightly went down to 5.8 percent and 5.9 percent in 1988-89 and 1990-

91 respectively. It noticed a high rate in 1992-93, 1994-1995, 1996-97 and 1998-99 

when the interest spread were 7.9, 7.4, 7.0 and 7.1 percents respectively. Interest 

spread slightly deteriorated in 2000-2001 and 2003 December (68% and 6.1% 

respectively) . 
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The financial sector reforms have adversely affected the allocation of credit by the 

commercial banks to the agriculture and small-scale enterprises. Bangladesh Bank's 

data show that the ratio of commercial banks' credit advances as proportion of 

sectoral GDP went on declining to agriculture sector during 1986-87 to 1988-89, 1991-

92 to 1993-94 and 1995-96 to 1997-98 when they were 0.96%, 0.90% and 0.77% 

respectively. In the case of small-scale and cottage industry the ratios are 1.05%, 

0.60% and 0.51% respectively during the same periods of time. Gainer was the large 

and medium sized industry (2.85%, 3.17% and 3.27 respectively during the above

mentioned periods of time). Thus, in Bangladesh, the formal banking sector 

concentrates on supplying credit to the big clients only while the informal lending 

sector (Grameen Banks and other non-governmental organizations) only cater to the 

needs of the poor including the women. The salaried people and people engaged in 

small businesses were long being deprived of availing credit facilities. Since mid 

1990s a number of innovative programmes have been introduced in Bangladesh for 

extending credit to the salaried people and those engaged in small enterprises. One 

such innovative programme is the consumer credit scheme for them. 

The present study concisely evaluates the consumer credit programme introduced in 

Bangladesh since 1995-96. We have made an extensive study on the programme 

covering the Rajshahi Metropolitan area. We have collected primary-level data from 

four private commercial banks located in Rajshahi, namely, Islami Bank, Prime bank, 

National Bank and Mercantile Bank. We have carefully analysed the primary as wall 

as secondary data according to the objectives of the study and hypotheses considered 

for testing. The banks provide consumer credit to the clients for the purchase of 

consumer durables like computer, colour television, refrigerator, furniture, motor 

cycle, micro-oven, air-cooler, washing machine etc. One exception is the Islami Bank 

which provides credit for the purpose of renovating house buildings. The analyses 

show that almost all the private sector commercial banks disburse credit to the 

consumers on the purchase of furniture, computer, refrigerator, and colour 

television. Stuck up advances under the scheme were highest in the IFIC Bank. But 

the outstanding amount of credit was highest in the Islami Bank during the period. 

The financial analysis of the banks shows that overall performances of the banks in 

regard to disbursement and recovery of consumer credit were satisfactory especially 

in the Rajshahi Metropolitan area (97% in the whole of Rajshahi and 87% in the 

survey area). But the performances of the banks were poor especially in the Dhaka 
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Metropolitan area. Deposit, advance, income, expenditure, profit and total asset 

indicate that the performance of the Islami Bank was highest during the study period 

followed by the Prime Bank, National Bank and the Mercantile Bank. 

Data collected and compiled show that 38.7% borrowers opine that consumer 

durables purchased under the programme have helped save their time. 27.5% have 

the opinion that utilization of consumer credit programme has infact reduced their 

physical labour in the household, 17.6% opine that the products have increased their 

entertainment and 16% have informed that the new scheme has helped improve their 

status in the society. Primary data suggest that 60.3% beneficiaries have the opinion 

that their standard of living has been increased due to purchasing consumer 

durables out of the bank loan. Not only this, 53.9% have the opinion that there is 

positive effect of goods purchased under the consumer credit scheme on their 

neighbours and colleagues. 66.7% have expressed that they have not faced any 

financial hardship for taking loans for this purpose. 

In this study we have tested five hypotheses relying on the primary and the 

secondary data. Testing of the first hypothesis shows that there have not been any 

significant variations in age, amount of monthly instalment and repayment among 

the sample branches. On the other hand, borrowers' monthly income, amount of 

credit and amount of down payment have significant variations among the sample 

branches of the selected banks. According to second hypothesis, there is a positive 

correlation among the socio-economic background of the borrowers and the 

consumer credit schemes of the selected banks. It is found that the monthly income 

of the sample borrowers is correlated with the amount of consumer credit. It is also 

found that the age of the borrowers has negative effect on the amount of loan but 

monthly income of the borrowers have positive effect on the amount of loan. It has 

been found that there exists variations in managerial performances of the selected 

commercial banks and there exists significant variations among the variables like 

deposit, advance, income, expenses, assets, number of employees and the number of 

branches of the sample banks. 

It has been seen (fourth hypothesis) that there exists a positive correlation between 

managerial efficiency and effectiveness of consumer credit scheme of the commercial 

banks. It is found that the outstanding of the consumer credit is positively correlated 
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with the income of the sample banks but the variables like disbursement and 

recovery of consumer credit do not have significant relation with profit, assets and 

income of the sample banks. But there exists positive relationship among the 

variables. 

The managerial performances of the sample banks are satisfactory (fifth hypothesis). 

In all, the business performance of the sample banks during the study period is quite 

satisfactory. The study shows that consumer credit scheme has significant impact on 

the economy and society. The beneficiaries who have opted for this scheme and 

bought the consumer durables received benefits in the forms of saving times, 

reducing hours of labour, enjoying more entertainment and increasing social status. 

Due to its positive socio-economic impact on the beneficiaries the scheme has been 

becoming popular among the salaried people. 

6.2 Problems 

There are some problems associated with the consumer credit programme due to 

which beneficiaries cannot avail the credit facility. The main problems which a 

consumer may face are as follows : (i) The salaried person should complete full five 

years service. A newly appointed service holder cannot avail the benefit because of 

this constraint. (ii) A high margin money is applied (sometimes it is 2:80 and 

sometimes it is 40:60). (iii) A branch manager is not empowered to take any decision 

in relation to reducing margin money, changing credit limit, increasing the number 

of instalments etc. (iv) A third party guarantee is a must for this sort of credit which 

is very difficult to manage. (v) Every time limited funds are sanctioned by the head 

office of a branch. Naturally, branch manager cannot disburse credit as per the 

requirement of the borrowers. (vi) A borrower faces a problem while transferring 

from one place to another. This is due to the fact that there is no provision for 

transferring credit from the old service place of the borrower to his new service 

place. (vii) There is provision for monthly instalment repayment. Borrowers opine 

that there should be provisions for repayment on quar terly and half-yearly basis . 

(vii) Consumer credit is allowed only to the salaried people especia lly working in 

schools, colleges, universities, government offices, multinational companies. 

Consumer's well-being may be enlarged if the loans under this scheme are offered to 

the self-employed and the agriculturists. (ix) Personal guarantee from two important 
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persons are required while disbursing this credit to the consumers. This sometime 

poses problems to the genuine borrowers. (x) There is no loan-adjustment system 

under the consumer credit programme. This system is available in some other loan 

schemes. In the present case a borrower who wants to repay the credit before the due 

date can do so after repayment of interest upto the due date. This is indeed a harden 

to the service-holder borrower. 

6.3 Recommendations 

Bangladesh has achieved momentum in economic performance and its human 

development indicators especially since 1990s. At the time of its liberation it had 

almost two-third of its population living under abject poverty. By now the poverty 

has been reduced to 50%. Previously it heavily relied on foreign aid. It has now been 

noticed a declining dependence on foreign aid. One remarkable feature is that there 

has been tremendous growth in the literacy especially the women literacy. 

Improvement in the literacy 'rate and the growth of gross domestic product (from 

3.7% in the 1980s to 4.4% in the early 1990s and 5.2% in the late 1990s) show an 

important impact upon the decrease in population growth. The population growth 

slowed down from 2.4% in 1980s to 1.5% in 1990s. This is indeed remarkable. For the 

further progress of the Bangladesh economy it is urgently required to carry out the 

institutional reforms. This is urgent not only for accelerating pace of future 

development of the economy but also for the sustainability of the growth of the 

economy already achieved. As a part of the financial sector reforms it needs 

revitalizing the commercial banking sector. The following recommendations are 

made for the increasing effectiveness of the consumer credit programme in 

Bangladesh : (i) It needs motivation of the borrowers towards consumer credit 

programme through publicity and advertisement in a broader way (ii) The benefits 

of the scheme must be highlighted in the media (radio, television and daily 

newspapers) to create public awareness. (iii) Rate of interest charged on this type of 

lending is very high (15 to 16 percent). This should not be above 10 percent. (iv) 

Terms and conditions for sanctioning the credit under this scheme should be made 

more simplified. (v) Grameen Bank experience of proper utilisation of credit and 

recovery procedure should be followed to make commercial banks more viable and 

effective in the economy. (vi) Monitoring and supervision should be more prompt 

and effective. (vii) It needs frequent evaluation of the scheme. (viii) We plead for 
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quick delivery of the credit not only to salaried people but also to the people engaged 

in business, cottage and small enterprises, and garment industry. (ix) The scheme 

should be covered to the consumers of rural areas (agriculturists) to improve the 

standard of living there. (x) There should be a system of reward and punishment in 

case of loan recovery. (xi) All the commercial banks should follow uniform lending 

policy especially in regard to equity, number of instalments, interest rate, collateral 

security, etc. (xii) It needs creation of regulatory body to oversee the functioning of 

the commercial banks in relation to consumer credit scheme. The regulatory body 

should be independent from the Bangladesh Bank, as Professor Muhammad Yunus 

opines, but with active cooperation of the Central Bank. 

Bangladesh has achieved tremendous progress in social sector. As we have pointed 

out earlier that human poverty index (as calculated by the BIDS) has reduced from 

61.3 in 1981-83 to 34.8 in 1998-2000. So also the case with head-count ratio (reduced 

from 70% in 1970s to 50% in 2000). There has also been sharp decline in the infant 

mortality rate, decrease in population growth, increase in literacy and enrolment, 

improvement in food security (due mainly to rapid increase in rice production), 

improvement in disaster management, improvement in health conditions and 

nutritional status. All these are due to the positive impact of integrating the economy 

with the global economy and its highly market orientation. But Bangladesh is weak 

in two major sectors i.e., in infrastructure and financial sectors. For the development 

of the entire economy it needs stability and sustainability. Stability in the economy 

can only be ensured when reforms in both infrastructure and financial sectors along 

with other sectors of the economy are appropriate and welfare-augmenting. 
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